18-Aug-11

PRELIMINARY RESULTS

http://www.taxpolicycenter.org

Click on PDF or Excel link above for additional tables containing more detail and breakdowns by filing status and demographic groups.

Table T11-0277
Option 2: Phase Down Deduction Over 5 Years, Immediate $500,000 Mortgage Cap
Baseline: Current Policy
Distribution of Federal Tax Change by Cash Income Level, 2015 !

Summary Table

Cash Income Level Tax Units with Tax Increase or Cut > Percenf Share of Average Average Federal Tax Rate’
(thousands of 2011 With Tax Cut With Tax Increase (::nge n Total Federal Tax
2 er-Tax Federal Tax Change (% Under the
dollars) Pct of Tax Pct of Tax Avg Tax 4 Change (9) .
) Avg Tax Cut . Income Change Points) Proposal
Units Units Increase
Less than 10 * wk 0.0 0 0.0 0.0 0 0.0 2.8
10-20 3.2 -146 0.1 263 0.0 -0.4 -4 0.0 1.8
20-30 9.4 -247 0.2 192 0.1 -1.6 -23 -0.1 7.0
30-40 20.4 -302 0.6 158 0.2 -3.4 -61 -0.2 11.2
40-50 28.9 -363 2.0 202 0.3 -4.7 -101 -0.2 14.3
50-75 32.9 -456 11.8 390 0.2 -8.6 -104 -0.2 16.8
75-100 30.4 -553 22.5 549 0.1 -2.3 -45 -0.1 19.0
100-200 10.4 -471 53.8 1,058 -0.5 42.5 520 0.4 22.1
200-500 1.2 -470 64.6 3,897 -1.1 60.6 2,510 0.8 25.3
500-1,000 0.8 -401 53.3 5,539 -0.6 12.0 2,951 0.4 27.1
More than 1,000 0.2 -518 35.6 8,110 -0.1 6.0 2,887 0.1 31.7
All 14.9 -413 14.7 1,593 -0.3 100.0 173 0.2 21.2
Addendum
100-125 16.9 -484 42.8 630 -0.2 6.5 188 0.8 0.0
125-150 7.5 -468 58.1 993 -0.5 12.8 542 1.7 0.1
150-175 4.5 -405 63.4 1,282 -0.6 11.4 794 2.0 0.1
175-200 2.7 -370 68.8 1,862 -0.8 11.8 1,270 2.7 0.1

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0411-2).
Number of AMT Taxpayers (millions). Baseline: 6.1 Proposal: 6.8
* Less than 0.05

** Insufficient data

(1) Calendar year. Baseline is current policy. Proposal would reduce mortgage interest deduction to 15 percent over five years and then completely replace this deduction with a
15% non-refundable credit for mortgage interest. Deduction would be limited to 19 percent for 2015. The option of the credit would be available immediately. Both the credit
and the deduction will be limited to the first $500,000 of a mortgage on primary residence only. Estimates assume that taxpayers would adjust their investment portfolios and

optimally pay down their mortgage balance if their tax benefit from mortgage interest were reduced.

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

(4) 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.
(5) 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.
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Table T11-0277
Option 2: Phase Down Deduction Over 5 Years, Immediate $500,000 Mortgage Cap
Baseline: Current Policy
Distribution of Federal Tax Change by Cash Income Level, 2015 !

Detail Table
Cash Income Level Percent of Tax Units > Percent Change Share of Total Average Federal Tax Change Share of Federal Taxes Average Federal Tax Rate’
(thousands of 2011 in After-Tax Federal Tax
2 . With Tax 4 Change (% Under the Change (% Under the
dollars) With Tax Cut Income Change Dollars Percent ) )
Increase Points) Proposal Points) Proposal
Less than 10 * 0.0 0.0 0.0 0 0.0 0.0 0.1 0.0 2.8
10-20 3.2 0.1 0.0 -0.4 -4 -1.5 0.0 0.3 0.0 1.8
20-30 9.4 0.2 0.1 -1.6 -23 -1.2 0.0 1.3 -0.1 7.0
30-40 20.4 0.6 0.2 -3.4 -61 -1.4 -0.1 2.4 -0.2 11.2
40-50 28.9 2.0 0.3 -4.7 -101 -1.5 -0.1 3.3 -0.2 14.3
50-75 32.9 11.8 0.2 -8.6 -104 -0.9 -0.2 9.2 -0.2 16.8
75-100 30.4 22.5 0.1 -2.3 -45 -0.3 -0.1 9.1 -0.1 19.0
100-200 10.4 53.8 -0.5 42.5 520 1.6 0.2 26.7 0.4 22.1
200-500 1.2 64.6 -1.1 60.6 2,510 3.4 0.4 18.9 0.8 25.3
500-1,000 0.8 53.3 -0.6 12.0 2,951 1.5 0.0 8.1 0.4 27.1
More than 1,000 0.2 35.6 -0.1 6.0 2,887 0.3 -0.2 20.5 0.1 31.7
All 14.9 14.7 -0.3 100.0 173 1.0 0.0 100.0 0.2 21.2
Addendum
100-125 16.9 42.8 -0.2 6.5 188 0.8 0.0 8.6 0.2 20.7
125-150 7.5 58.1 -0.5 12.8 542 1.7 0.1 7.8 0.4 22.4
150-175 4.5 63.4 -0.6 114 794 2.0 0.1 5.8 0.5 23.0
175-200 2.7 68.8 -0.8 11.8 1,270 2.7 0.1 4.5 0.6 23.9
Baseline Distribution of Income and Federal Taxes
by Cash Income Level, 2015 !
Cash Income Level Tax Units 3 Pre-Tax Income Federal Tax Burden After-Tax Income * Average
(thousands of 2011 Federal Tax
dollars) 2 (tll:l:ur:::;s) Pe_rrt;etr;tl of Average (dollars) Pe-r:oetr;tl of Average (dollars) Pe::)e:;tl of Average (dollars) Pe_rrcoetr;tl of Rate °
Less than 10 18,828 11.1 5,900 0.8 163 0.1 5,737 1.0 2.8
10-20 26,753 15.8 15,859 3.1 293 0.3 15,566 3.9 1.9
20-30 20,164 11.9 26,538 3.9 1,881 1.3 24,657 4.6 7.1
30-40 16,562 9.8 37,305 4.5 4,251 2.5 33,053 5.1 114
40-50 13,738 8.1 47,821 4.8 6,923 3.3 40,899 5.2 14.5
50-75 24,031 14.2 65,604 11.6 11,137 9.4 54,467 12.2 17.0
75-100 14,893 8.8 92,846 10.2 17,689 9.2 75,157 10.4 19.1
100-200 23,887 14.1 145,539 25.5 31,708 26.6 113,831 25.3 21.8
200-500 7,059 4.2 305,065 15.8 74,790 18.5 230,274 15.1 245
500-1,000 1,187 0.7 726,148 6.3 193,964 8.1 532,183 5.9 26.7
More than 1,000 603 0.4 3,088,329 13.7 975,058 20.6 2,113,271 11.8 31.6
All 168,946 100.0 80,584 100.0 16,888 100.0 63,696 100.0 21.0
Addendum
100-125 10,050 6.0 119,250 8.8 24,443 8.6 94,806 8.9 20.5
125-150 6,907 4.1 145,900 7.4 32,074 7.8 113,826 7.3 22.0
150-175 4,215 2.5 172,643 5.3 38,945 5.8 133,698 5.2 22.6
175-200 2,715 1.6 199,859 4.0 46,435 4.4 153,424 3.9 23.2

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0411-2).

Number of AMT Taxpayers (millions). Baseline: 6.1 Proposal: 6.8

* Less than 0.05

(1) Calendar year. Baseline is current policy. Proposal would reduce mortgage interest deduction to 15 percent over five years and then completely replace this deduction with a 15% non-
refundable credit for mortgage interest. Deduction would be limited to 19 percent for 2015. The option of the credit would be available immediately. Both the credit and the deduction will be
limited to the first $500,000 of a mortgage on primary residence only. Estimates assume that taxpayers would adjust their investment portfolios and optimally pay down their mortgage balance
if their tax benefit from mortgage interest were reduced.

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

(4) 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.

(5) 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.



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

18-Aug-11 PRELIMINARY RESULTS http://www.taxpolicycenter.org

Table T11-0277
Option 2: Phase Down Deduction Over 5 Years, Inmediate $500,000 Mortgage Cap
Baseline: Current Policy
Distribution of Federal Tax Change by Cash Income Level, 2015 !
Detail Table - Single Tax Units

Cash Income Level Percent of Tax Units 3 Percent Change  Share of Total Average Federal Tax Change Share of Federal Taxes Average Federal Tax Rate®
(thousands of 2011 - in After-Tax Federal Tax ~ —

dollars) 2 With Tax Cut With Tax Income * Change Dollars Percent Char.lge (% Under the Char'lge (% Under the
Increase Points) Proposal Points) Proposal

Less than 10 * 0.0 0.0 0.0 0 0.0 0.0 0.7 0.0 5.9

10-20 3.7 0.1 0.0 -2.4 -5 -0.6 0.0 2.3 0.0 5.5

20-30 10.3 0.3 0.1 -7.1 -24 -0.9 -0.1 4.9 -0.1 10.7

30-40 21.3 0.8 0.2 -10.7 -50 -0.9 -0.1 6.6 -0.1 14.2

40-50 28.2 2.8 0.2 -10.1 -66 -0.8 -0.1 7.7 -0.1 18.0

50-75 20.7 21.2 -0.1 8.8 39 0.3 -0.1 18.1 0.1 21.0

75-100 9.5 38.9 -0.3 22.1 230 1.1 0.1 12.1 0.3 23.6

100-200 3.5 45.1 -0.5 57.6 583 1.7 0.2 20.4 0.4 24.8

200-500 0.4 41.0 -0.6 31.5 1,437 1.8 0.1 10.3 0.5 25.8

500-1,000 0.3 30.8 -0.3 6.6 1,692 0.9 0.0 4.6 0.2 28.1

More than 1,000 0.2 23.1 -0.1 3.6 1,815 0.2 -0.1 12.2 0.1 34.5

All 10.1 7.7 -0.2 100.0 52 0.6 0.0 100.0 0.1 20.1

Addendum

100-125 5.1 45.7 -0.4 18.0 376 1.3 0.1 8.2 0.3 24.5

125-150 2.7 40.5 -0.5 13.2 509 1.4 0.0 5.6 0.4 25.3

150-175 1.6 48.3 -0.7 13.8 887 2.1 0.1 3.9 0.5 24.9

175-200 0.8 49.9 -0.9 12.6 1,342 2.8 0.1 2.7 0.7 24.5

Baseline Distribution of Income and Federal Taxes
by Cash Income Level, 2015 !

Cash Income Level Tax Units 3 Pre-Tax Income Federal Tax Burden After-Tax Income * Average
(thousands of 2011 Federal Tax
2 Number Percent of Percent of Percent of Average Percent of 5
dollars) (thousands) Total Average (dollars) Total Average (dollars) Total (dollars) Total Rate
Less than 10 14,874 18.3 5,819 2.4 345 0.7 5,474 2.8 5.9
10-20 18,897 23.2 15,738 8.3 872 2.3 14,866 9.8 5.5
20-30 12,463 15.3 26,424 9.2 2,860 5.0 23,564 10.2 10.8
30-40 9,026 111 37,254 9.4 5,325 6.7 31,930 10.0 14.3
40-50 6,458 7.9 47,583 8.6 8,617 7.8 38,966 8.8 18.1
50-75 9,524 11.7 65,053 17.3 13,641 18.1 51,412 17.1 21.0
75-100 4,046 5.0 91,748 10.4 21,391 12.1 70,357 9.9 233
100-200 4,174 5.1 142,151 16.5 34,691 20.2 107,459 15.6 244
200-500 926 1.1 311,980 8.1 79,054 10.2 232,926 7.5 253
500-1,000 165 0.2 715,451 33 199,296 4.6 516,155 3.0 27.9
More than 1,000 84 0.1 3,035,414 7.1 1,044,171 12.2 1,991,243 5.8 344
All 81,336 100.0 44,116 100.0 8,815 100.0 35,301 100.0 20.0
Addendum
100-125 2,023 2.5 118,666 6.7 28,710 8.1 89,955 6.3 24.2
125-150 1,097 1.4 146,086 4.5 36,506 5.6 109,580 4.2 25.0
150-175 657 0.8 172,745 3.2 42,195 3.9 130,550 3.0 244
175-200 398 0.5 200,183 2.2 47,704 2.7 152,479 2.1 23.8

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0411-2).

* Less than 0.05

(1) Calendar year. Baseline is current policy. Proposal would reduce mortgage interest deduction to 15 percent over five years and then completely replace this deduction with a 15% non-refundable credit for
mortgage interest. Deduction would be limited to 19 percent for 2015. The option of the credit would be available immediately. Both the credit and the deduction will be limited to the first $500,000 of a
mortgage on primary residence only. Estimates assume that taxpayers would adjust their investment portfolios and optimally pay down their mortgage balance if their tax benefit from mortgage interest were
reduced.

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

(4) 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.

(5) 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.
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Table T11-0277
Option 2: Phase Down Deduction Over 5 Years, Inmediate $500,000 Mortgage Cap
Baseline: Current Policy
Distribution of Federal Tax Change by Cash Income Level, 2015 !
Detail Table - Married Tax Units Filing Jointly

Cash Income Level Percent of Tax Units 3 Percent Change  Share of Total Average Federal Tax Change Share of Federal Taxes Average Federal Tax Rate®
(thousands of 2011 - in After-Tax Federal Tax ~ —

dollars) 2 With Tax Cut With Tax Income * Change Dollars Percent Char.lge (% Under the Char'lge (% Under the
Increase Points) Proposal Points) Proposal

Less than 10 0.0 0.0 0.0 0.0 0 0.0 0.0 0.0 0.0 -0.3

10-20 0.1 0.0 0.0 0.0 0 0.0 0.0 0.0 0.0 -2.2

20-30 7.3 * 0.1 -0.2 -19 -4.3 0.0 0.1 -0.1 1.6

30-40 17.5 0.3 0.2 -1.1 -81 -3.5 0.0 0.4 -0.2 6.0

40-50 27.1 0.5 0.3 -2.5 -143 -3.2 0.0 0.9 -0.3 8.9

50-75 44.1 3.4 0.4 -10.1 -238 -2.7 -0.2 4.4 -0.4 12.8

75-100 43.1 11.9 0.3 -8.4 -223 -1.4 -0.2 7.2 -0.2 16.7

100-200 12.4 55.4 -0.4 37.2 482 1.6 0.1 29.7 0.3 21.4

200-500 14 68.4 -1.2 65.7 2,658 3.6 0.5 23.2 0.9 25.2

500-1,000 0.8 57.1 -0.6 131 3,167 1.6 0.0 9.9 0.4 26.9

More than 1,000 0.2 38.0 -0.2 6.4 3,073 0.3 -0.2 24.2 0.1 31.1

All 21.4 27.8 -0.4 100.0 405 1.2 0.0 100.0 0.3 22.5

Addendum

100-125 21.3 40.6 -0.1 3.1 100 0.4 -0.1 8.7 0.1 19.3

125-150 8.8 61.3 -0.5 11.8 517 1.7 0.0 8.8 0.4 21.6

150-175 5.2 66.2 -0.6 10.6 741 1.9 0.1 6.8 0.4 22.6

175-200 3.2 72.8 -0.8 11.7 1,256 2.7 0.1 5.4 0.6 23.7

Baseline Distribution of Income and Federal Taxes
by Cash Income Level, 2015 !

Cash Income Level Tax Units 3 Pre-Tax Income Federal Tax Burden After-Tax Income * Average
(thousands of 2011 Federal Tax
2 Number Percent of Percent of Percent of Average Percent of 5
dollars) (thousands) Total Average (dollars) Total Average (dollars) Total (dollars) Total Rate
Less than 10 1,193 2.0 5,175 0.1 -13 0.0 5,189 0.1 -0.3
10-20 2,308 3.9 16,515 0.4 -369 0.0 16,883 0.6 -2.2
20-30 2,817 4.8 26,670 0.9 443 0.1 26,226 1.1 1.7
30-40 3,184 5.4 37,640 1.4 2,326 04 35,314 1.7 6.2
40-50 4,125 7.0 48,277 2.3 4,415 1.0 43,862 2.7 9.1
50-75 10,125 17.2 66,252 7.8 8,698 4.6 57,554 8.7 131
75-100 8,981 15.3 93,522 9.7 15,810 7.4 77,711 10.4 16.9
100-200 18,369 31.2 146,871 31.2 30,971 29.6 115,900 31.7 21.1
200-500 5,889 10.0 304,115 20.7 74,061 22.7 230,054 20.2 24.4
500-1,000 983 1.7 728,319 8.3 193,048 9.9 535,271 7.8 26.5
More than 1,000 495 0.8 3,052,733 17.5 947,306 244 2,105,428 15.5 31.0
All 58,870 100.0 146,762 100.0 32,659 100.0 114,103 100.0 22.3
Addendum
100-125 7,303 12.4 119,532 101 23,002 8.7 96,530 10.5 19.2
125-150 5,445 9.3 145,848 9.2 30,969 8.8 114,880 9.3 21.2
150-175 3,398 5.8 172,605 6.8 38,189 6.8 134,417 6.8 221
175-200 2,223 3.8 199,860 5.1 46,123 53 153,738 5.1 231

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0411-2).

* Less than 0.05

(1) Calendar year. Baseline is current policy. Proposal would reduce mortgage interest deduction to 15 percent over five years and then completely replace this deduction with a 15% non-refundable credit for
mortgage interest. Deduction would be limited to 19 percent for 2015. The option of the credit would be available immediately. Both the credit and the deduction will be limited to the first $500,000 of a
mortgage on primary residence only. Estimates assume that taxpayers would adjust their investment portfolios and optimally pay down their mortgage balance if their tax benefit from mortgage interest were
reduced.

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

(4) 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.

(5) 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.
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Table T11-0277
Option 2: Phase Down Deduction Over 5 Years, Inmediate $500,000 Mortgage Cap
Baseline: Current Policy
Distribution of Federal Tax Change by Cash Income Level, 2015 !
Detail Table - Head of Household Tax Units

Cash Income Level Percent of Tax Units 3 Percent Change  Share of Total Average Federal Tax Change Share of Federal Taxes Average Federal Tax Rate®
(thousands of 2011 - in After-Tax Federal Tax ~ —

dollars) 2 With Tax Cut With Tax Income * Change Dollars Percent Char.lge (% Under the Char'lge (% Under the
Increase Points) Proposal Points) Proposal

Less than 10 0.0 0.0 0.0 0.0 0 0.0 0.0 -1.3 0.0 -12.0

10-20 14 * 0.0 -1.1 -2 0.1 0.0 -5.3 0.0 -9.9

20-30 6.6 0.1 0.1 -12.2 -19 32.3 -0.1 -0.2 -0.1 -0.3

30-40 17.6 0.5 0.2 -34.6 -62 -2.0 -0.2 7.7 -0.2 8.3

40-50 30.8 13 0.3 -47.0 -122 -1.9 -0.3 10.8 -0.3 13.1

50-75 35.0 8.8 0.2 -70.7 -130 -1.2 -0.4 26.6 -0.2 16.7

75-100 15.8 35.2 -0.2 36.2 165 0.9 0.1 18.3 0.2 20.1

100-200 4.6 60.0 -0.8 126.8 789 2.5 0.5 23.6 0.6 23.8

200-500 1.0 66.4 -1.5 85.5 3,282 4.5 0.4 9.0 1.1 25.8

500-1,000 0.0 60.2 -0.6 111 2,935 1.6 0.0 3.2 0.4 26.7

More than 1,000 0.0 37.0 -0.2 6.0 3,380 0.4 0.0 7.6 0.1 324

All 13.7 6.8 -0.1 100.0 27 0.5 0.0 100.0 0.1 13.6

Addendum

100-125 5.9 57.1 -0.5 43.0 484 1.8 0.2 10.9 0.4 23.0

125-150 3.9 65.1 -0.9 40.2 944 2.7 0.2 6.9 0.7 24.5

150-175 2.8 67.6 -1.2 29.8 1,622 4.1 0.1 34 0.9 24.2

175-200 0.0 50.8 -0.8 13.9 1,253 2.6 0.1 2.5 0.6 25.4

Baseline Distribution of Income and Federal Taxes
by Cash Income Level, 2015 !

Cash Income Level Tax Units 3 Pre-Tax Income Federal Tax Burden After-Tax Income * Average
(thousands of 2011 Federal Tax
2 Number Percent of Percent of Percent of Average Percent of 5
dollars) (thousands) Total Average (dollars) Total Average (dollars) Total (dollars) Total Rate
Less than 10 2,630 101 6,699 1.5 -803 -1.3 7,502 2.0 -12.0
10-20 5,290 20.3 15,982 7.3 -1,580 -5.3 17,562 9.2 -9.9
20-30 4,577 17.5 26,748 10.5 -59 -0.2 26,807 12.2 -0.2
30-40 3,986 15.3 37,118 12.7 3,135 7.9 33,983 13.4 8.4
40-50 2,750 10.5 47,741 11.3 6,353 111 41,388 11.3 13.3
50-75 3,859 14.8 65,204 21.6 11,027 27.0 54,176 20.7 16.9
75-100 1,567 6.0 91,930 12.4 18,283 18.2 73,647 11.5 19.9
100-200 1,144 4.4 137,276 135 31,929 23.2 105,347 12.0 233
200-500 185 0.7 297,897 4.7 73,547 8.7 224,350 4.1 247
500-1,000 27 0.1 706,379 1.6 185,747 3.2 520,631 14 26.3
More than 1,000 13 0.1 2,940,222 3.2 948,643 7.6 1,991,579 2.5 323
All 26,121 100.0 44,620 100.0 6,035 100.0 38,585 100.0 135
Addendum
100-125 632 2.4 118,019 6.4 26,692 10.7 91,327 5.7 22.6
125-150 303 1.2 146,384 3.8 34,884 6.7 111,501 34 23.8
150-175 131 0.5 172,627 1.9 40,059 33 132,568 1.7 23.2
175-200 79 0.3 198,059 1.3 49,082 25 148,978 1.2 24.8

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0411-2).

* Less than 0.05

(1) Calendar year. Baseline is current policy. Proposal would reduce mortgage interest deduction to 15 percent over five years and then completely replace this deduction with a 15% non-refundable credit for
mortgage interest. Deduction would be limited to 19 percent for 2015. The option of the credit would be available immediately. Both the credit and the deduction will be limited to the first $500,000 of a
mortgage on primary residence only. Estimates assume that taxpayers would adjust their investment portfolios and optimally pay down their mortgage balance if their tax benefit from mortgage interest were
reduced.

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

(4) 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.

(5) 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.
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Table T11-0277
Option 2: Phase Down Deduction Over 5 Years, Inmediate $500,000 Mortgage Cap
Baseline: Current Policy
Distribution of Federal Tax Change by Cash Income Level, 2015 !
Detail Table - Tax Units with Children

Cash Income Level Percent of Tax Units 3 Percent Change  Share of Total Average Federal Tax Change Share of Federal Taxes Average Federal Tax Rate®
(thousands of 2011 - in After-Tax Federal Tax ~ —

dollars) 2 With Tax Cut With Tax Income * Change Dollars Percent Char.lge (% Under the Char'lge (% Under the
Increase Points) Proposal Points) Proposal

Less than 10 0.0 0.0 0.0 0.0 0 0.0 0.0 -0.3 0.0 -17.3

10-20 0.5 * 0.0 0.0 0 0.0 0.0 -1.2 0.0 -15.6

20-30 3.3 * 0.0 -0.2 -8 0.8 0.0 -0.5 0.0 -3.8

30-40 135 0.6 0.1 -1.2 -44 -1.9 0.0 1.0 -0.1 6.2

40-50 24.2 1.3 0.2 -2.3 -101 -1.9 -0.1 2.0 -0.2 11.2

50-75 37.5 6.7 0.3 -7.5 -181 -1.8 -0.2 6.9 -0.3 15.2

75-100 38.9 18.9 0.2 -4.2 -133 -0.8 -0.2 8.8 -0.1 17.8

100-200 11.2 64.1 -0.6 36.7 644 2.1 0.1 30.4 0.4 21.9

200-500 1.0 81.3 -1.6 61.5 3,489 4.6 0.7 23.1 1.2 26.2

500-1,000 0.8 70.2 -0.8 11.6 4,284 2.1 0.0 9.2 0.6 28.3

More than 1,000 0.1 50.2 -0.2 5.6 4,511 0.5 -0.3 20.4 0.2 32.3

All 16.1 22.6 -0.4 100.0 360 1.7 0.0 100.0 0.4 21.1

Addendum

100-125 20.4 46.7 -0.2 4.1 175 0.7 -0.1 9.2 0.2 19.9

125-150 7.0 71.9 -0.6 11.4 676 2.2 0.0 9.0 0.5 22.0

150-175 3.1 80.1 -0.8 10.6 1,057 2.7 0.1 6.6 0.6 23.1

175-200 2.4 80.1 -1.0 10.7 1,525 3.3 0.1 5.7 0.8 24.2

Baseline Distribution of Income and Federal Taxes
by Cash Income Level, 2015 !

Cash Income Level Tax Units 3 Pre-Tax Income Federal Tax Burden After-Tax Income * Average
(thousands of 2011 Federal Tax
2 Number Percent of Percent of Percent of Average Percent of 5
dollars) (thousands) Total Average (dollars) Total Average (dollars) Total (dollars) Total Rate
Less than 10 3,055 6.1 6,104 0.4 -1,055 -0.3 7,159 0.5 -17.3
10-20 5,354 10.7 16,179 1.7 -2,517 -1.3 18,695 2.5 -15.6
20-30 5,205 10.4 26,687 2.7 -1,013 -0.5 27,699 35 -3.8
30-40 4,865 9.7 37,231 35 2,347 1.1 34,883 4.2 6.3
40-50 4,063 8.1 47,981 3.8 5,488 2.1 42,493 4.2 114
50-75 7,481 14.9 66,213 9.6 10,222 7.2 55,990 10.3 154
75-100 5,727 114 93,379 10.4 16,793 9.0 76,586 10.8 18.0
100-200 10,299 20.5 146,387 29.3 31,435 30.3 114,951 29.1 21.5
200-500 3,188 6.4 301,180 18.7 75,347 225 225,833 17.7 25.0
500-1,000 488 1.0 726,899 6.9 201,581 9.2 525,318 6.3 27.7
More than 1,000 225 0.5 3,052,860 13.3 981,898 20.6 2,070,962 114 32.2
All 50,185 100.0 102,460 100.0 21,289 100.0 81,172 100.0 20.8
Addendum
100-125 4,185 8.3 119,498 9.7 23,610 9.3 95,888 9.9 19.8
125-150 3,039 6.1 145,665 8.6 31,399 8.9 114,266 8.5 21.6
150-175 1,805 3.6 172,444 6.1 38,786 6.6 133,658 5.9 225
175-200 1,270 25 199,690 4.9 46,864 5.6 152,827 4.8 235

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0411-2).

* Less than 0.05

(1) Calendar year. Baseline is current policy. Proposal would reduce mortgage interest deduction to 15 percent over five years and then completely replace this deduction with a 15% non-refundable credit for
mortgage interest. Deduction would be limited to 19 percent for 2015. The option of the credit would be available immediately. Both the credit and the deduction will be limited to the first $500,000 of a
mortgage on primary residence only. Estimates assume that taxpayers would adjust their investment portfolios and optimally pay down their mortgage balance if their tax benefit from mortgage interest were
reduced.

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

(4) 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.

(5) 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.
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Table T11-0277
Option 2: Phase Down Deduction Over 5 Years, Inmediate $500,000 Mortgage Cap
Baseline: Current Policy
Distribution of Federal Tax Change by Cash Income Level, 2015 !
Detail Table - Elderly Tax Units

Cash Income Level Percent of Tax Units 3 Percent Change  Share of Total Average Federal Tax Change Share of Federal Taxes Average Federal Tax Rate®
(thousands of 2011 - in After-Tax Federal Tax ~ —

dollars) 2 With Tax Cut With Tax Income * Change Dollars Percent Char.lge (% Under the Char'lge (% Under the
Increase Points) Proposal Points) Proposal

Less than 10 0.0 0.0 0.0 0.0 0 0.0 0.0 0.0 0.0 0.9

10-20 0.1 0.0 0.0 -0.2 0 -0.1 0.0 0.2 0.0 0.8

20-30 3.2 0.0 0.0 -3.3 -5 -0.7 0.0 0.7 0.0 2.5

30-40 17.2 * 0.1 -21.8 -40 -2.3 0.0 13 -0.1 4.6

40-50 21.3 0.7 0.1 -24.2 -61 2.1 0.0 1.6 -0.1 6.1

50-75 355 3.9 0.2 -102.3 -131 -2.1 -0.2 6.5 -0.2 9.4

75-100 29.4 12.2 0.1 -48.1 -110 -0.9 -0.1 7.3 -0.1 13.2

100-200 114 26.9 -0.1 102.4 168 0.7 0.1 21.4 0.1 17.7

200-500 2.3 27.6 -0.3 142.4 691 1.0 0.2 19.9 0.2 22.5

500-1,000 0.7 24.7 -0.2 36.3 881 0.5 0.0 10.8 0.1 26.2

More than 1,000 04 15.6 0.0 18.8 853 0.1 0.0 30.2 0.0 32.3

All 12.6 5.9 0.0 100.0 18 0.1 0.0 100.0 0.0 17.2

Addendum

100-125 16.1 23.6 0.0 7.3 28 0.2 0.0 6.7 0.0 15.7

125-150 8.5 28.0 -0.2 31.6 187 0.7 0.0 6.0 0.1 17.9

150-175 7.4 28.0 -0.2 29.1 261 0.8 0.0 5.0 0.2 19.1

175-200 7.0 35.5 -0.3 34.4 528 1.3 0.0 3.6 0.3 20.2

Baseline Distribution of Income and Federal Taxes
by Cash Income Level, 2015 !

Cash Income Level Tax Units 3 Pre-Tax Income Federal Tax Burden After-Tax Income * Average
(thousands of 2011 Federal Tax
2 Number Percent of Percent of Percent of Average Percent of 5
dollars) (thousands) Total Average (dollars) Total Average (dollars) Total (dollars) Total Rate
Less than 10 2,834 7.3 6,863 0.6 64 0.0 6,799 0.8 0.9
10-20 8,975 231 15,942 4.7 129 0.2 15,813 5.6 0.8
20-30 5,212 13.4 26,318 4.5 672 0.7 25,646 5.3 2.6
30-40 3,903 10.0 37,346 4.8 1,756 1.3 35,590 5.5 4.7
40-50 2,851 7.3 47,663 4.5 2,955 1.6 44,708 5.1 6.2
50-75 5,623 14.5 65,129 12.0 6,223 6.7 58,906 13.2 9.6
75-100 3,151 8.1 92,429 9.6 12,283 7.4 80,146 10.0 13.3
100-200 4,366 11.2 145,274 20.9 25,541 21.3 119,732 20.8 17.6
200-500 1,477 3.8 315,054 15.3 70,060 19.8 244,994 14.4 22.2
500-1,000 296 0.8 730,232 7.1 190,096 10.7 540,137 6.4 26.0
More than 1,000 158 0.4 3,102,318 16.1 1,002,137 30.2 2,100,181 13.2 323
All 38,882 100.0 78,233 100.0 13,472 100.0 64,761 100.0 17.2
Addendum
100-125 1,881 4.8 119,436 7.4 18,694 6.7 100,742 7.5 15.7
125-150 1,215 31 145,872 5.8 25,889 6.0 119,983 5.8 17.8
150-175 802 2.1 172,940 4.6 32,704 5.0 140,236 4.5 18.9
175-200 468 1.2 200,145 31 39,879 3.6 160,265 3.0 19.9

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0411-2).

* Less than 0.05

(1) Calendar year. Baseline is current policy. Proposal would reduce mortgage interest deduction to 15 percent over five years and then completely replace this deduction with a 15% non-refundable credit for
mortgage interest. Deduction would be limited to 19 percent for 2015. The option of the credit would be available immediately. Both the credit and the deduction will be limited to the first $500,000 of a
mortgage on primary residence only. Estimates assume that taxpayers would adjust their investment portfolios and optimally pay down their mortgage balance if their tax benefit from mortgage interest were
reduced.

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

(4) 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.

(5) 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.
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