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History of Coverdell/Archer Education IRAs for K-12 

Taxpayer Relief Act of 1997 (P.L. 105-34) 

On June 27, the Senate approved Coverdell's amendment to S. 949 
(the Senate companion to H.R. 2014), by a vote of 59-41. (See 
the June 27 Congressional Record at S6683-84.) The amendment 
would have allowed tax-free expenditures from an Education IRA 
for elementary and secondary education expenses. 

On July 29, while the bill was in conference, the President sent 
a 3-sentence letter to Speaker Gingrich, the last 2 sentences of 
which read, 

As you know, in working out the final agreement, I 
strongly opposed the Coverdell amendment. I would veto any 
tax package that would undermine public education by 
providing tax benefits for private and parochial school 
expenses. 

On July 30, the House-Senate conferees issued their conference 
agreement and report, which did not include the Coverdell 
amendment. (See House (Conference) Report 105-220 at 362-364, 
reprinted in the July 30 Congressional Record at H6501.) 

[Note: The House bill did not include a Coverdell-type 
provision, although it did include the "Cardin amendment'' (§204 
of the House-passed bill), which would have provided a tax credit 
of up to $150 of the costs incurred by the parents of an 
elementary or secondary student for undefined "supplementary 
education'' with respect to reading, math, or any other subject 
that the student is taking in schools. (It is widely surmised 
that the Sylvan Learning Centers and similar providers stood to 
be major beneficiaries of this provision.) This provision was 
added to the House bill by the House Ways and Means Committee at 
its June 13 mark-up and is described in House Report 105-148 at 
pp. 330-31. Like Coverdell's amendment, the Cardin amendment was 
deleted in conference (see House (Conference) Report 105-220 at 
369-70, reprinted in the July 30 Congressional Record at H6503). 
It has not been introduced as a free-standing bill or appeared as 
part of other legislation.] 

Freestanding bills (S. 1133 and H.R. 2646) 

After it became clear that the final version of the Taxpayer 
Relief Act (signed by the President on August 5) would not 
include the Coverdell amendment, both Senator Coverdell and 
Representative Archer (Chairman of the House Ways and Means 



Committee) introduced the Coverdell amendment as a freestanding 
bill. 

1. S. 1133. Senator Coverdell introduced S. 1133 on 
July 31, 1997. It was referred to the Senate Committee on 
Finance, which has taken no action on it. To date, the bill has 
43 cosponsors. 

2. H.R. 2373/2646. On August 1, Speaker Gingrich 
introduced H.R. 2373, the House companion to S. 1133. On 
October 9, Archer and Gingrich introduced H.R. 2646 as a 
replacement for H.R. 2373. 

On October 21, the House Ways and Means Committee approved a 
modified version of the bill by a vote of 19-17 (2 Republicans 
voted 11 no 11 in what was otherwise a party-line vote) . (See House 
Report 105-332.) 

On October 23, the House passed H.R. 2646 by a vote of 230-
198, after rejecting the Rangel substitute relating to school 
construction and rehabilitation. (See the October 21 
Congressional Record at H9056-76.) 

On October 31 and November 4, the Senate failed to end 
debate on H.R. 2646, by votes of 56-41 and 56-44, respectively. 

Clinton\Riley\Rubin 

July 29: Clinton letter to Gingrich threatening to veto the tax 
bill if it includes the Coverdell amendment. (See 
second paragraph of this summary.) 

Sept. 15: Riley and Coverdell write opposing articles in the 
Washington Times Sunday magazine 

Sept. 23: Riley's speech at the National Press Club, "What Really 
Matters in American Education", includes the statement, 
"I will also urge the President to veto any legislation 
that includes the DC voucher proposal now moving 
through Congress or the Coverdell IRA proposal -- which 
is a voucher by another name. 11 

Oct. 7: Riley responds to Coverdell's Sept. 25 letter. 

Oct. 9: Joint Riley-Rubin letters on H.R. 2373/2646 to Archer 
and Rangel (ranking minority member) stating that they 
would recommend a veto. 

Oct. 21: OMB Statement of Administration Policy, sent to House 
Rules Committee, says that Riley and Rubin would 
recommend a veto of H.R. 2646. 
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Oct. 22: Riley appears with Rangel and Rep. Stenholrn to oppose 
Coverdell/Archer. 

BOOKS bill (S. 1590) 

On January 29, 1998, Senator Coverdell introduced S. 1590, the 
Better Opportunities for Our Kids and Schools Act. Section 102 
of Title I, the A+ Accounts for Public and Private Schools Act, 
is identical to section 2 of H.R. 2646, as passed by the House. 
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The Honorab!a Wiiiiam Archer a.srmm ' 
OJnunittce·on Ways ml Mam 
U.S. Home of~ 
Wasbib&toa, D.C. 2051~ 

Dear Mt. Cbainmn: 

... 

We vmto to e:xprass our strong opposition to The Education Savings A.a for Public and Private 
Schools whloh ~House CommlUC¥ un Ways and Met& fl sc:beduled to consider today. Lut 
unmer, ~a similar proposal was passed by the Senato. the l'Mdcnt stated that he would 
veto the legislation that contained lt. 'Ibis bDl raises the same contem1 as the proposal in the 
Senate bill. We 'NOUld t"BCOmmend that 1be President Yato this bill lhould it ~h his desk. 

Evory American dW~ dt:SelVCS a high qu.allty elementasy and secondary education. ·W~iev~ •. 
that targetiq our limited Federal R*>drces to build stroneer public schoolc wa11 help efiw all 
om ch1td:ren reCcive tbe education they need to be productive citizens. Public schools serve 
approximately QO pc"C.eDt of atudenta In S!M• K-12 and oummtly f&cc rccord-brcakiDJ 
enrollmenta. By tbcualna resources on public sc::bools. we can leverap community investment to 
help pumta, lcauWn and lldmlnlstrators meet the Important educational c:hallcnpa they &oe in 
serving the vast majority or our children: meeting biah NDdards fbr leam.bla and dilcip1BM; fixing 
school buildings, end providing a safe, drug--ft:ce eiMronment for children. In contrast tho 
P..ducation Savinp Act for Public and Ptivato Schools diverts acodcd a«ontion aid r~ ftam 
our public achoola. 

111.e bill disproportionately bene5u the most affluent fiumli~ and provides little bandt to lower 
and middle-income &mil~. First. the average f.amiiy typically saves a modest amouut, and, 
tlunfo~. would pt little reward trom the compounding oriu .. fice eamlnp In an Education 
JP.A. By amt:rut. wealthy familios save lllOrC, and. therefore. would havt; greater accumulations 
ottax-fRo camiap in an .Education l1tA.. Seoond, the benatit of m-he 1CCWDUlation under the 
bill in.creuef with a family' 1 ft\arKiDal tax mht. Thus, for examplep a famlly in th• 3 l parocnt 
marainal tax bracket that aavDd Sl,SOO per year for sh( ycm would realize twice the tu benefit 
..md« tho blD (Sl 046) u • fiuQiJy in tho 1 !5 percent bncket Avla& tbe aame amount (SS 14 ). 

We an llJo coocemed the bill v.wld crute slanfficant tax compliance problems. The legislation 
allows tax-tree wlthdraWA11 from .Bdueation ~ for~ cxpeDIOI requited for [tlu;; 
cbwf9s] mrollment or attendance at'a public; private or seaarian ICbool. •but providu no 
pdmlOG in idontlf)i.na what dlUtiO apcnKS are. D1'tlngUlahing bct:ween an appropriately tax.:frce 
withdrawal anO one that should be subject to tax and penalty would lead to danificant additional 
ttix complexity for &mmes. 



FROM: JUKES, J, P. 9/9 

Finally, we clo not believe that~ the coDtilbullon limil$ for &u-prd:rred 11&v1ng 
opponunitia will pnetatc much additional ..W,, ind !nstead, will reward fiuniliu, particularly 
tbote with lisniflcant means, fOr what they would ctbmwiae do. 

We undcntand tllll you intmdJ to offer an amendment in the nature of a lllhstftUte that w()U)d uae 
tbo .....-uo that ....-ould be lo• by* E4uoation SPma• kt for Public ad Pdvuc Scboots ro 
iAcral8 the 'VOiume of quU&ed zone ace.II~ bandl. We lltooaJy pnf'er thB )'0\11' propolll and 
other altetDatives that devote Fodetll revenue to lmprovins • P"bfic schools, rather du 
lealtWion ha\lin[I the effect of mblidizioa private altermtives. so thl1 a blah.quality education is 
awllabl• to fNfJI'f American child roprdlea of duiir family Income. 1be qualified zone academy 
bond~ btlp1 public md>oola with a 11Jbat.mia1 t'!Umbcr oflow-inccxnc IWdoall aJI'ord 
impro11«111ClU in their infiutnlcture, their equipment and tblir tmcber_trlining. Thendbre, we 
mppon your IUbltitute. 

SinccnJy, 

... • .... 
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Senate Kills Education Accounts 

By ROBERT GREENE 
AP Education Writer 

WASIIlNGTON (AP) A largely Republican plan to let parents save 
money tax-free for education expenses, including home computers 
and private school tuition, was killed today in the Senate. 

Backers of the so-called "A-plus Education Savings Account" fell 
four short of the 60 votes needed to force a debate and vote on the 
bill. The chief sponsor, Sen. Paul Coverdell, R-Ga., said he hopes 
lawmakers will reconsider the measure next year. 

Although the bill had some Democratic backing, it was vehemently 
opposed by President Clinton and most Democrats. They argued that 
it provided a federal subsidy for private and religious schools. 

Coverdell denied that. 

"It is the parents' money," he said. "This is private money, and we're 
allowing the parent the opportunity to get focused on that child's 
education." 

He said most of the tax breaks would have gone to parents of public 
school children. 

The House, whose Republican leaders are intent on winning federal 
support for private education, had passed the bill. 

The measure would have allowed parents, relatives, companies or 
foundations to put up to $2,500 a year in a child's account starting at 
birth. The built-up interest would be tax-free, as would withdrawals 
if used for a variety of educational purposes. 

Before the vote, Senate Minority Leader Tom Daschle, D-S.D., said 
he opposed bringing the measure to a vote because the bill had been 
brought to the floor without hearings. 

l l/04/97 12:26:23 
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He said Democrats were divided on the issue. Some were interested 
in making child care equally eligible for the tax breaks. He said the 
bill should be taken up next year. 

(04 Nov 1997 12:20 EST) 
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DEPARTMENT OF THE TREASURY 

'IREASURY (fJ NEWS 
orncE OF PuBUC AFFAIRS. 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C •• 20220. (202) 622-2960 

FOR IMMEDIATE RELEASE Contact: Susan Lewis Sallet 
October 22, 1997 (202) 622-2920 

STATEMENT OF LAWRENCE H. SUMMERS 
DEPUTY SECRETARY, U.S. DEPARTMENT OF TREASURY 
REGARDING THE COVERDELL PARENT AND STUDENT 

SAVINGSACCOUNTPLUSACT 

I am sorry I cannot join Secretary Riley and Congressmen Rangel, Clay and Stenholm in person 
today to speak on this important issue. This Administration is strongly committed to improving 
the qu&lity of primary and secondary education for every child in our country. However, we do 
not support the Coverdell proposal which would divert needed attention and resources from our 
public schools. 

As stated recently in a letter from Treasury Secretary Rubin and Education Secretary Riley, this 
proposai raises the same concerns as the proposal passed by the Senate last summer and opposed 
by the Administration. At that time, the President stated that he would veto the legislation that 
contained this measure, and Secretary Rubin and Secretary Riley stated that they would 
recommend that he veto this bill should it reach his desk. 

The Coverdell proposal would disproportionately benefit the most affluent families and provide 
little benefit to lower and middle-income families. According to a Treasury Department analysis, 
almost 70 percent of the benefits of this proposal would flow to families in the top 20 percent of 
income distribution and about 27 percent to families in the top ten percent. Low- and moderate 
income families are less likely to have assets to contribute to education IRAs and the benefit of 
the proposal depends on the family's marginal tax rate, which lessens its value for these families. 

In addition, we do not believe that increasing the contribution limits for tax-preferred saving 
opportunities will generate much additional saving and instead, will reward families, particularly 
those with significant means, for what they would otherwise do. 

We are also concerned the bill could create significant tax compliance problems. The legislation 
allows tax-free withdrawals from Education IRAs for "supplementary expenses required for [the 
child's] enrollment or attendance at a public, private or sectarian school," but provides no 

RR2005 

For press releases. speeches, public schedules and official biographies, call our 24-hour Jax line at (202) 622-2040 



guidance in identifying what these expenses are. Distinguishing between an appropriately tax-free 
withdrawal and one that should be subject to tax and penalty would lead to significant additional 
tax complexity for families. 

Congressman Rangel' s substitute proposal would instead increase the volume of qualified zone 
academy bonds to help public schools with a substantial number of low-income students afford 
improvements in their infrastructure, their equipment and their teacher training. We support this 
and other proposals that would help the majority of students who are in public schools rather than 
using federal funds to encourage a shift away from these important community resources. 

-30-
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NEWS REl.,EASE 

ROBERT TORRICELLI 
UNITED STATES SENAlOR fOJl NEW JERSEY 

FOR IMMEDIATE RELEASE 
October 28, 1997 

CONT ACT: Joy Howell 
224·3224 

Sen. Torricelli Announces White House Meeting 
to Discuss A+ Education Savings Accounts 

Washington, O.C. --- Sen. Robert Torricelli today Mnounced that he and Sen. Paul 

Cov.:nlcll (R-Ga) 'Will meet with Pre~ident Bill Clinton at 7 p.m. Thursday, October 30 at The 

White House. The meeting will focus on the Coverdell-Torricelli A+ Education Savinss 

Accounts bill which allows parents to contribute up to $2,500 per child per year for edu~ation 

purposes. 

"A+ accounts should not be confused with school vouchers. These accounts are similar 

to the education IRAs that President Clinton established for higher e.ducation expenses. 

Education savings accowits will give parents and extended family members the opportunity to 

use thci1· tax free savings for home computers, school uniforms, tutors and other educational 

purpo5es." Torricelli said. 

Sen. Torricelli expressed optimism that his fellow senators would support the bill after 

closer examination and that President Clinton would be supportive as well. 

# # 
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UNITED STATES • NEWS 
DEPARTMENT OF EDUCATION ~ ,.d~~ 

Contact: David Frank 401-3026 
Erica Lepping 401-2571 

Remarks of 
Richard W. Riley 

U.S. Secretary of Education 

In opposition to the Archer/Coverdell IRA Proposal · 
October 22, 1997 

I am here today to join Cong. Rangel and Cong. Stenholm in opposing the Archer/Coverdell IRA proposal. 
This proposal is a good example of the Congressional leadership fiddling on the margins again and not 
getting serious about what needs to be done to improve American education. 

Families making le!S than SS0,000- and that's the majority of American families-·will only get a tax cut of 
$2.50 from this legislation. That's just ridiculous. You can't even buy a good box of crayons for that 
amount of money. Families who are in the upper brackets- over $100,000 -·will get $97.00 This piece 
of legislation is not well thought-out. Seventy percent of the benefits goes to the top 20 percent of 
American families. 

This is an empty promise if ever there was one. I want to contrast this empty promise with the many well­
thought out tax cuts to help families pay for th~ir children's higher education that were included in the 
balanced budget bill. These tax cuts included the Sl,SOO Hope Scholarship, the Sl,000 Lifetime Leaming 
Tax credit, the creation ofa SSOO Education IRA to pay for higher education, a student loan interest 
deduction wonh up to Sl,000 in 1998, and a tax: .. ftee community service loan forgiveness provision. 

We focused these tax cuts on higher education for two very clear reasons. First, college tuition rates have 
been consistently going up for many years now at a time when college tuition aid in the fonn of grants has 
not been keeping pace. College tuition bu been taking a serious slice out of family income. We wanted to 
make sure that all Americans have the financial opportunity and access they need to go to college. 

Second, we did not extend this provision to elementary and secondary schools (K-12) for the very simple 
reason that almost 9004 of all of America's children go to tree public schools. You don't pay tuition to go 
to your local neighborhood school. Providing free public education is a state responsibility and many states 
have made the principle of a free, public education a central pan of their state constitution. 

So we accomplished a lot in passing the balanced budget bill. The one thing we did not accomplish was 
getting the Republican majority in the Congress ~o support the President's SS billion school construction 
initiative. If the Congress wants to revisit any education issue that is really pressing, it should revisit 
school construction within a balanced budget framework. 

I have been traveling all around the country - from Alaska to Florida - and I can tell you that school 
construction and overcrowding are something I hear about constantly from parents and teachers. It's a 

WdlE'.ZI l661 ·zz 'lJO 



suburban, urban and rural issue, and in some states like Florida, Texas, New York and California, the 
problem has just about reached a crisis level. 

We have 52.2 million children in our nation's schools, a new national record, and we are going to break 
that record every year for the next ten years. We estimate that this country has to build 6,000 new schools 
and mode1nize thousands of others. This is a problem that isn't going to go away. Local school districts 
certainly could use some help in reducing their iqterest rates. 

The worst thing we can. do with classrooms bursting at the seams right now is to shift public tax dollars out 
· of public education and irito some voucher-like program. I say that as a mend of private and parochial 

education. So if Congress is going to revisit any education issue on the tax side of the equation it should 
revisit school construction within a balanced budget framework. The Rangel "academy bonds" alternative 
gets us moving in that direction. 

The truth of the matter is this: the House Ways and Means Committee is trying to sell the American people 
a regressive tax policy that is masquerading as something good for education. It doesn't give any real 
financial help to low-income, working and middle class families and ~.t certainly doesn't help us in the 
classroom either. 

This is simply bad education policy. It diverts attention from what really matters: mastering the basics 
once and for all -· improving reading and math ... higher standards, better-trained teachers, more 
accountability. I have yet to figure out what essential "educational problem" this IRA is trying to solve. 

Now, I want to be very clear that I do everything I can to support private and parochial education. They 
bring a great strength to our democracy. But we should not go down the roid toward vouchers, either 
directly or indirectly, as this proposal would do. 

Once again, I urge the Congressional leadership to get serious about education. Stop fiddling on the 
margins. Get focused on the essentials. We need a reading bill. We need the voluntary national tests. We 
need an education appropriations bill. The Senate should pass the voe-eel bill. And I urge strong support 
for bipanisan charter school legislation which will help us increue public school choice. 

Thank you. 
### 

· WdlE:ZJ l661 ·zz lJO 



UCI-lb-1~~·/ ll:Ztl TU:M!Kh \,;UHhN n<.uM: (jAYMuN, v. r) 11. i14 A 

LRM ID: REJ288 

TO: 

FROM: 
OMB CONTACT: 

SUBJECT: 

DEADLINE: 

~ Yt-- v >l'f(i ...-... o t wv .v-J cJl( r'8.4.-f 
r- ----

Total Pages: _ 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington. D.C. 20503-0001 

Thursday, October 16, 1997 

LEGISLATIVE REFERRAL MEMORANDUM 

Legislative Liaison Officer - See Distribution below 

~,TI.ktsftor> Assistant Director for Legislative Reference 
Ronald E. Jones 
PHONE; (202)395-3386 FAX; (202)396-3109 

OMB Statement of Administration flollcy on HR2646 Education Savings Act 
for Public and Private Schools 

Noon Friday, October 17, 1997 
.............. I 

In accordance with OMB Circular A·19, OMB requests the views of your agency on the above 
subject before advising on its relationship to the program of the President. Please advise us If this 
Item wlll affect direct spending or receipts for purpoaaa of tha ·Pay-As-You-Go" provisions of Title 
XIII of the Omnibus Budget Reconclllatlon Act of 1990. 

COMMENTS: Tho attached SAP includes a proposed veto threat from the Secretaries of Education 
end the Treasury. 
DISTRIBUTION LIST 
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Charles E. Kieffer 
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LRM ID: REJ288 SUBJECT: OMB Statement of Administration Polley on HR2646 Education 
Savings Act for Public and Privete Schools 

is± 
RESPONSE TO 

LEQISLA TIVE REFERRAL 
MEMORANDUM 

.. : I I 11 

If your response to this requeat for vlewe Is short (e.g .• concur/no comment), we prefer that you respond by 
e-mail or by faxing us this response ahaat. If the response 11 short and you prefer to call, please call the 
branch-wide line shown below (NOT the analyst's llna) to leave a meesage with a leglslatlve assistant. 

You may also respond by: 
(1) calling the analyst/attorney's direct llna (you wlll be connected to voice mall If the analyst doBB not 

anawer); or 
(2) sending us a mama or latter 

Please Include the LRM number shown ebova, and the aubjeot ahown below. 

TO: 

FROM: 

Ronald E. JonH Phona: 396-3388 Fax: 395·3109 
Office of Management and Budget 
Branch-Wide Une (to reach laglalatlve aealetanth 396-3464 

______ (Date) 

CNamel 

---------------(Telephone) 

The following is the reponse of our agency to your request for vlewa on the above-aaptioned subject: 

Concur 

__ No Objection 

No Comment 

M-- See proposed edits on pages----

Other:-----------
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DRAFT - NOT FOR BELEASE 

~KUM: (JAYMUN, U, 

October 161 1997 
(I louse Rules) 

H.R. 2646 - Education Sayin1s Ad for Public and Private Schools 
(Archer (R) Texas and Gingrich (R) Georgia) 

P, 'ii 4 

If H.R. 2646 is presented to the President, the Secretaries of Education and the Treasury would 
recommend that he veto the bill because it is bad education policy and bad tax policy. 

Every American child deserves a high quality elementary and secondary education. Targeting 
limited Federal resources to build stronger public schools will help ensure that all our Nation's 
children receive the education they need to become productive citizens. 11.R. 2646 would divert 
needed resources from these schools. 

H.R. 2646 would disproportionately benefit the most affluent families and provide little benefit 
to lower- and middle-income families. Families in the highest income bracket that saved the 
maximum amount permitted. by H.R. 2646 would receive more than twice the benefit of families 
in the lowest tax bracket that saved the same amount. Moreover, the bill would not create a 
significant incentive for families to increase their savings for educational purposes; it would 
instead reward families, particularly those with substantial incomes, for what they already do . 

• • • • • • • 



Coverdell Parent and Student Savings Account Plus Act (1} 

(1998 Income Levels) 

Total Tax C • a Percent ot 
Number Family 

of Average Percent Economic 

Family Economic 
Income Quintile (2) 

Families Tax Ct.nge Amount(3) Distribution Taxes (4) Income 

(millions) s (SM) % (-%) (%) 

Lowest (5) 

Second 

Third 
Fourth 

Highest 

Total (5) 

Top 10% 
Top5% 

Top 1% 

.-

21.6 
22.2 
22.3 
22.3 
22.3 

111.3 

11.1 
5.6 
1.1 

-1 -13 
-2 -39 
-7 -158 

-32 -716 
-96 -2147 

-28 -3076 

-75 -840 
-24 -135 

-1 -1 

0.4 -0.10 -0.01 
1.3 -0.06 -0.01 
5.1 -0.10 -0.02 

23.3 -0.23 -0.04 
69.8 -0.24 -0.05 

100.0 -0.21 -0.04 

27.3 -0.13 -0.03 
4.4 -0.03 -0.01 
0.0 -0.00 -0.00 

Department of the Treasury 

Office of Tax Analysis 

Oc!Dber 21, 1997 

(1) Thia table distributes the estimated change in tu burdene due lo the Parent and Student SaYingl Account Plua Act 

introduced by Senator Coverdell, a ac!;;rited by the Ways and Means Committee. 

(2) Family Economic Income (FEI) ia a broad-based income c:onc:ept. FEI ia conGructed by adding to AGI unreported ancl uncler· 

reported income; IRA ancl Keogh deductions; nontaxable transfer payments such u Social Security ancl AFDC; empicJ¥er· 

provided fringe benefits; inside build-up on pensions, IRAa, Keogha, and tife inSurance; tu__,,pt intllnllt; ancl imputed rent 

on owner-occupied housing. Capital gaina are computed on M eccrual baaia, adjusted for inn.tion to the extent that reliable 

data allow. Inflationary louea of lendeB are aubtrKted and gaina of bomlwera are added. There is also M adjustment for 

accelerated depreciation of ~te busineuea. FEI ia shown on a family rather than a tu-return baaia. The economic 

incomes of all membeB of a family unit are added to arrive at the family'• economic income uaed in the diatributiona. 

(3) The change in Federal taxes is estimated at 1998 income leotels but nauming fully phased in (200n l8w and beNlvior. The 

change is measured as the present value of the tu savings from one year's contributions. The technical correction pertaining 

lo mandatory distribution• at age 30 with a ten percent penally tor distributions not used for education expenses ia aaaumed 

10 have been paaaed. 

(4) The taxea included are individual ancl corporate income, payroll (Social Security and unemployment), and nciaft. Estate and 

gift taxes and customs dutiea are excluded. The individual income tax ia aaaumed to be borne by payars, the corixnte 

income tu by capital income generally, payroll taxes (employer and employee shares) by laDor (wages and Mlf«nployment 

income), excises on purchasn by individuals by the purchaser, and uc:iaea on purchaaea by buaineA in proportion to total 

consumption expenditures. Federal taxn are estimated at 1998 income leYels but aaauming 2007 mw and, therefore, exclude 

provisions 1nat expire pnor to the end of the Budget period and are adjusted for the effects of unindexed ..,_meters. 

(5) Families with negative incorMS are excluded from the lowest quintile but included in the total line. 

NOTE: Quintiles begin at FEI of: Second $16,950; Third $32,563; Fourth $54,758; Highnt $93,222; Top 10'% $127,373; 
Top 5°.4 $170,103; Top 1% $408,551. 



Coverdell Parent and Student Savings Account Plus Act (1) 

(1998 Income Levels) 

Total Tax C as a Percent of: 

F8"Wy Ecancmic 
lncane ci.a (2) 

(000) 

0°15 

15°30 
30.4'0 

4'0· 50 
50°60 
60· 7!I 
1!1°100 
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2DO&ovw 

Tcitm(5) 
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18.5 

21.8 

12.1 
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9.4 

11.7 
15.6. 

3.9 

111.3 

A119r9 
TaxC-. 
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-1 

·1 
-3 
.a 

0 15 
•• 23 

-59 
·118 

0 13 

·28 

Family 

Pen:.nt Economic 
Amaurt(3) Oillributian lncane 

SM .. % 

-10 0.3 .Q.11 .Q.01 

-32 1.0 .Q.06 .Q.01 
~1 1.3 .o.rn .Q.01 
.74 2.4· .Q.10 .Q.02 

0 115 3.7 .Q.15 .Q.03 

·219 7.1 .Q.18 .Q.03 

.-690 22.4 .Q.34 .Q.07 
0 1842 59.9 .Q.43 .Q.09 

-50 1.6 .Q.01 ~.00 

-3078 100.0 .Q.21 .Q.04 

~It of the Treuwy 
Office of Tax Analym 

Odobet 21, 1997 .-

(1) This table clillribul8l the..,,..... ch8nge in ta llunMnl due tD .. PINflt end S!Udent S8Vinp Account Plus Ad 

ir#ocluad ~ s..mr c-.1 ....... ~ .. w.ys end ..... eomm.... 

(2) Family Economic Income (f'EJ) ii e lll'aed llaed Income.-...-. 1'1111 w...,-.t ~ ...... tD AOl .. .,.._... lftd under· 

reported W-: IRA end Keogh .... "lj •: w bb...,., ~ IUCft • Socill Securly end AFDC: we.-.... 
pnMded fringe benelltl; inlide lluillklp on penlianl, IRAa, i<.oghl. end llfil .....,_: lllll-.il ....._ Ind lmpullld rn 
on_., 0CC1ipi9d houllng. ~pm .. CIOfllp ..., on M wniel baia......, fDr inllllion tD ._ ..... ._. ,...._ 

detm elloW. ~•latluc'lll'f IOIMs of...,. .. IWlnceed end pnol~ .......... n.r. ilello en.,.._.._,., 
• '1rwllld dep1Kietlon ol llOllCOIJNllW llulineael. FEI is lllown on•~ rdler INn •ta~ bail. The ec:onornic 

inc:ome9 d Ill IMfftberl d 8 fMlity unit .. edded tD enM el the ~I economic incolM Uled In 11'8 dlllribulians. 

(3) The chenge in Federel lllllal ii llllllftelM ea 1981 inwne i.w.is tlul -u-ing f\IUy pMMd in (2007) llw lftd belwviar. The 

chenge ii ~ed D the~ w6ye of the lllll 18'1ir'91 fl-. - yw'I cano1buliclnl_ The lilCMicel COITI i:li In ......... 

ID rnena.ry dillribulions el lg8S)willa11111 ~penally fDr clildlulioM not lll8d fDr educ8lion ....... ii aaUIMd 

ID heft llMr'I peaed. 

(4) The ma included .. individual end.....- inWM, pmyro11 (Socill Security end unemplof'Ml'IO, Ind uciMs. Ellllla lftd 

gift lua end~ ............... The indMduel --- - ii._,.,., tD lie lleme ~ peyerl, the_,.,.. 
i.-lllll ~ca.-. ...... ~. pmyroll lllllal (anp6oyer end anp6op• ..... , ~ ... <-e- end..., lmplafm&il 

i.-). -OftpurdW ~indhitete ~ .. ~.--on purctw8 ~---in.....-. .. ..., 
CONUmplion ~- Federal lllllal - a1ime1M ea 1991 income....,... tlul .._.,. 2007 i.w end, ltlenlor9, -iuo. 

pnMsions !Ml .... prior ID 11'8endd11'8 8udgel period Md 11e ed;u.ct far 11'8 ..,_ d uninOned Sl8l'8IW. 


