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Most everyone will get a slice of the $350 billion tax-cut package that 
Congress approved Friday, but married couples with children and those 
who hold dividend-paying stocks will clearly benefit. 

For the third time in three years, Congress passed major tax-cut 
legislation - this one called the third-largest in U.S. history - in the form 
of the Jobs and Growth Tax Relief Reconciliation Act of 2003. 

"That's huge in terms of tax cuts," said Mark Luscombe, principal tax 
analyst at CCH Inc. in Rivewoods, Ill., which publishes information for 
tax professionals. "It's going to dramatically affect a lot of people, but 
there's not a lot of it that's new." 

Timing is a theme running through the legislation, which amends about 
25 sections of the Internal Revenue Code. 

Some provisions will take full effect, then recede with passing years, 
then build back again, like a tide. 

Others will "sunset" and disappear from the tax code at some date 
unless Congress extends their life. 

"More than 6 million Texas taxpayers and their families will see a direct 
benefit from this growth package, allowing Texans to keep more of 
what they eam and for Washington to take less," said U.S. Sen. John 
Comyn, R-Texas, a member of the Senate Budget Committee. 

Most taxpayers will benefit fiom accelerated reductions in regular tax 
rates that weren't set to kick in until 2006 and beyond. 

Marginal rates above 15 percent generally will fall about 2 percentage 
points. 

The marginal tax rate is the amount of tax imposed on an additional 
dollar of income. 



The highest marginal rate, for those whose taxable income exceeds 
$31 1,950, is 38.6 percent and will fall to 35 percent. The 27-percent rate 
will fall to 25 percent for those whose taxable income falls between 
$56,800 and $1 14,650. 

There are no reductions in the 10 and 15 percent rates. 

The new rates are retroactive to January, and taxpayers should begin to 
see less income tax withheld from their paychecks about July 1, said 
Treasury Department officials. 

"Most of the tax savings for middle-class working people will come 
fiom the reduction of the marriage penalty, the tax rate cuts and the 
increase in the child credit," said Jim Seidel, senior tax analyst at RIA, a 
New York-based provider of tax information and software to tax 
professionals. "They'll start to see the benefits of this almost 
immediately because the withholding tables will be adjusted, so people 
will take home more as a result. Also, for 2003, they'll receive a check 
for the increase in the child credit." 

The increase in the child tax credit fiom $600 to $1,000 for this year 
and 2004 is a key reason why experts say the biggest beneficiary of the 
tax cuts are married couples with children, especially those with lower 
income. 

'Especially large effect' 

The move "will have an especially large effect for low- and moderate- 
income taxpayers, since the credit wipes out taxes dollar-for-dollar and 
can even be refundable," Mr. Luscombe said. 

"Many families with moderate incomes will find that their federal tax 
obligation will shnnk to zero, or a very modest amount, once all the 
provisions are added together, and a greater number of low-income 
families should receive a check, rather than a tax bill," he said. 

This year, a typical family with one child will receive a check for $400, 
and a typical family with two children will receive a check for $800. 

Those represent the increased amount of the credit, which will be paid 
in advance this year. Checks will be sent out beginning in midJuly over 
a period of three weeks. 

The amount of advance payments will be based on taxpayers' 2002 
filing status and income, as well as the number of children claimed on 
their 2002 tax return, who will still be under age 17 this year. 

The child tax credit begins to phase out at adjusted gross incomes of 
$1 10,000 for joint filers and $75,000 for single taxpayers. 



Mamed couples will be winners in another way through relief from the 
so-called maniage penalty, which has been a priority for Republicans. 

The penalty is a quirk in the tax law that forces many two-income 
mamed couples to pay more taxes than if they were single. 

Mamed couples 

Married couples will see a significant expansion of the amount of 
income included in the 15 percent tax bracket as part of the relief in the 
2001 tax bill that's being fast-forwarded to this year. 

The top end of their 15 percent bracket rises from $47,450 under current 
law to $56,800, twice that of single taxpayers. 

The standard deduction for couples filing joint returns also increases 
from $7,950 to $9,500. That's also double that of a single taxpayer. 

A huge benefit of the legislation goes to investors holding dividend- 
paying stock. 

Taxes will be lowered on both dividends and capital gains. For this year 
through 2008, both will be taxed at 15 percent for taxpayers in what will 
be the 25 percent and higher brackets. 

For those in the 10 and 15 percent tax brackets, dividends and capital 
gains will be taxed at 5 percent this year through 2007, then at 0 percent 
in 2008. 

For capital gains - profits from the sale of stock - the rates will apply to 
transactions on or after May 6. 

"The change in the treatment of dividends is striking," Mr. Luscombe 
said. "Currently, a dollar of capital gains receives favorable tax 
treatment, while a dollar of dividends is taxed at ordinary income. The 
equality of treatment under the new law may change people's 
investment preferences and even the decisions of corporations on 
whether they will pay dividends." 

Financial-planning experts said the legislation will force people to 
reconsider whether it's worth it to tie up their money for long periods of 
time in a tax-deferred account vs. saving their money in a taxable 
account, which they could tap more easily. 

"This tax bill makes it imperative that investors re-evaluate their 
portfolios," said Michael Busch, a certified financial planner and 
president of the Dallas-Fort Worth chapter of the Financial Planning 
Association. "There will be significant tax incentives to hold high 
dividend-paying stocks and investments with significant capital-gain 
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potential in taxable accounts and to hold investments that will be taxed 
at ordinary income tax rates in tax-deferred accounts." 

The losers in this tax package? 

"The only ones who get no benefit are people in the 10 percent bracket 
who have no kids and no investments," Mr. Luscombe said. 
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