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Table T09-0179
Limit Tax Rate That Itemized Deductions Reduce Tax Liability to 28 Percent
Baseline: Administration Baseline With Top Two Rates Reinstated
Small Business Tax Units
Distribution of Federal Tax Change by Cash Income Percentile Adjusted for Family Size, 2012 !

Tax Units With Tax Increase* Percent Change  Share of Total Average Federal Tax Change Share of Federal Taxes Average Federal Tax Rate®
1a23 i =
Cash Income Percentile Number Percent in After Tsax Fegi:_:_: ‘gax Dollars Percent Change (% Under the Change (% Under the
(thousands) Income g Points) Proposal Points) Proposal
Lowest Quintile 0.0 0.0 0.0 0.0 0 0.0 0.0 0.1 0.0 0.9
Second Quintile 0.0 0.0 0.0 0.0 0 0.0 0.0 12 0.0 10.6
Middle Quintile 0.0 0.0 0.0 0.0 0 0.0 -0.1 4.0 0.0 15.3
Fourth Quintile 0.0 0.0 0.0 0.0 0 0.0 -0.1 8.8 0.0 17.9
Top Quintile 1,222.2 10.6 -0.6 100.0 1,526 1.7 0.2 85.6 0.5 27.3
All 1,223.0 3.4 -0.5 100.0 489 14 0.0 100.0 0.4 248
Addendum
80-90 0.0 0.0 0.0 0.0 0 0.0 -0.1 9.7 0.0 20.5
90-95 10.8 0.4 0.0 0.1 4 0.0 -0.1 9.0 0.0 222
95-99 575.0 19.0 -0.3 10.5 609 0.8 -0.1 19.5 0.2 25.2
Top 1 Percent 636.2 61.3 -1.2 89.5 15,178 2.7 0.6 475 0.9 320
Top 0.1 Percent 94.9 77.8 -1.4 50.9 73,517 29 0.4 25.8 0.9 33.9
Baseline Distribution of Income and Federal Taxes
by Cash Income Percentile Adjusted for Family Size, 2012 !
. Average Share of Pre- Share of Post- Share of
4 Average After- Average
h 62 Tax Units ?r\:sgrar?: Federal Tax g 5 Federal gl'ax Tax Income Tax Income Federal Taxes
Cash Income Percentile Number Percent of (Dollars) Burden Tax I|I1Ic0me 5 Percent of Percent of Percent of
(thousands) Total (Dollars) (Dollars) Rate Total Total Total
Lowest Quintile 5,849 16.3 11,647 100 11,547 0.9 14 18 0.1
Second Quintile 4,797 13.3 29,694 3,155 26,538 10.6 2.8 33 12
Middle Quintile 6,137 17.1 53,636 8,178 45,458 15.3 6.5 73 4.1
Fourth Quintile 6,992 19.4 88,153 15,777 72,375 17.9 12.2 13.3 9.0
Top Quintile 11,541 32.1 339,534 91,204 248,330 26.9 7.7 75.3 85.4
All 35,970 100.0 140,128 34,260 105,867 245 100.0 100.0 100.0
Addendum
80-90 4,622 12.9 127,512 26,187 101,326 20.5 117 12.3 9.8
90-95 2,852 7.9 177,171 39,358 137,813 222 10.0 10.3 9.1
95-99 3,028 8.4 319,199 79,727 239,472 25.0 19.2 19.0 19.6
Top 1 Percent 1,038 2.9 1,789,573 556,817 1,232,755 311 36.8 336 46.9
Top 0.1 Percent 122 0.3 7,782,059 2,567,079 5,214,981 33.0 18.8 16.7 25.4

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0309-1).

Note: Includes all tax units reporting a net gain or loss on Schedules C, E, or F.

(1) Calendar year. Baseline is the Administration's baseline (extends all of the individual income tax provisions included in 2001 EGTRRA and 2003 JGTRRA; maintains the estate tax at its 2009 parameters; extends the 2009
AMT Patch and indexes the AMT exemption, rate bracket threshold, and phase-out exemption threshold for inflation). The baseline reinstates the top two individual income tax rates to 36 and 39.6 percent. Proposal limits the tax
rate at which itemized deductions reduce tax liability to 28 percent.

(2) Tax units with negative cash income are excluded from the lowest income class but are included in the totals. For a description of cash income, see

http://www.taxpolicycenter.org/TaxModel/income.cfm

(3) The cash income percentile classes used in this table are based on the income distribution for the entire population and contain an equal number of people, not tax units. The incomes used are adjusted for family size by dividing
by the square root of the number of people in the tax unit. The resulting percentile breaks are (in 2009 dollars): 20% $13,636, 40% $25,075, 60% $42,597, 80% $68,949, 90% $98,059, 95% $138,184, 99% $356,154, 99.9%
$1,639,811.

(4) Includes both filing and non-filing units but excludes those that are dependents of other tax units.

(5) After-tax income is cash income less: individual income tax net of refundable credits; corporate income tax; payroll taxes (Social Security and Medicare); and estate tax.

(6) Average federal tax (includes individual and corporate income tax, payroll taxes for Social Security and Medicare, and the estate tax) as a percentage of average cash income.




