High-Income Returns, 1983

By Allen Lerman*

Although only a small number - representing
only a tiny fraction - of Federal individual
income tax returns vreporting incomes of at
least $200,000 do not show any tax 1liability,
the actual number of such returns and their
share of all high-income returns rose drama-
tically for 1983. As measured by adjusted
gross income (AGI), the number of high-income
returns not showing any income tax l1iability to
either the United States or a foreign govern-
ment increased by 194 percent, from 109 in 1982
to 321 for 1983. From 1982 to 1983, the pro-
portion of all high-income returns that were
nontaxable rose by 153 percent, to 0.162 percent
of all high-income returns. Although precise
increases varied depending on the definitions
of income and nontaxability used, increases in
the numbers and frequencies of nontaxable,
high-income returns for 1983 were significant
regardless of definition [1].

Actual numbers of nontaxable, high-income
returns for 1983 reached the highest levels in
recent history. Their proportion continued, at
an accelerated pace, the steady upward creep
occurring since 1979,

This article is part of a continuing series
of reports summarizing the characteristics of
high-income returns and the numbers of nontax-
able, high-income returns since 1974,

The Tax Reform Act of 1976 required annual
publication of data on individuals with high
incomes as defined under four different income
concepts, including the number of such indivi-
duals who did not pay any income tax and the
importance of various tax provisions in making
those 1individuals nontaxable [2]. Reports
covering 1974 through 1976 and including the
basic data and analyses of their implications
were published by the U.S. Department of the
Treasury's Office of Tax Analysis [3]. To make
high-income data available to a wider audience,
since 1979 selected data for high-income indi-
viduals, taxable as well as nontaxable, have
been published, without analysis, by the
Internal Revenue Service in separate chapters

of each year's Statistics of Income--Individual
Income Tax Returns [4)]. Publication of the
T983 data in the Statistics of Income Bulletin
provides more scope for discussion of the data
and of the implications of any changes.

This article is divided into four sections,
The first, "Income Concepts: A Primer,"
describes and explains the differences between
the two major and two minor concepts used to
measure income. The second, "Measurement of
Taxes," discusses the proper measurement of
income tax burdens and explains the different
treatment of the foreign tax credit, outlines
the methodology used to equate the importance
of exclusions and deductions as compared with
tax credits, and reviews certain limitations in
the data underlying this article. The third,
"High-income Tax Returns for 1983," describes
the contents of the data tables accompanying
this article and includes selected observations
about significant changes from previous years.
The Fourth, "Increases 1in Nontaxable, High-
income Returns, 1983," discusses some possible
reasons for increases in the numbers of nontax-
able, high-income returns for 1983.

INCOME CONCEPTS: A PRIMER

Economic Income, the Ideal Measure

High-income tax return data are published to
help analysts assess the equity of the income
tax system and its impact on high income famil-
ies and individuals. For this purpose, both
income and income taxes must be measured
accurately.

Economists generally agree that for analyzing
the impact of taxes, the ideal measure of income
over a particular period of time, say a year, is
the value of what the individual or family con-
sumed over that period plus the change, if any,
in its net worth [5]. For example, if during a
year a family spent $10,000 and saved $2,000,
economists would say the family had an income
of $12,000. Similarly, if the family spent
$10,000 but owned an asset such as an auto-
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mobile that has decreased in value by $1,000,
. economists would say that the family bhad an
income of only $9,000. }

A brief examination of the differences between
" income as defined by economists, often called
economic. income, and the adjusted gross income
" (AGI) concept, currently wused for Federal
income tax administration, illustrates some of
the prob]ems of measuring income, especially
for high-income individuals.

Adjusted Gross Income

The concept of adjusted gross income was
developed for tax administration. It was never
meant to be an accurate measure of so-called
economic income. Indeed, it is well recognized
that AGI is deficient as a measure of economic
income. AGI excludes certain types of income,
such as interest from tax-exempt state and local
government bonds, Social Security benefits,
imputed rent on owner-occupied housing, and the
value of many employee fringe benefits. Also,
while not strictly excluded from AGI, income
from other activities is deferred to a later
year, or indefinitely, for income tax purposes.

Depreciation deductions allowed for income tax

Redefining Income

Ideally, the impact of all taxes should be
measured relative to economic income. However,
no accurate, detailed data on such a broadly-
defined income measure are available from income
tax returns (or from any other source) for a
cross-section of American taxpayers. As a
practical matter, any broad income measure must
be calculated from data already available from
Federal individual income tax returns. -Thus, a
more comprehensive income measure must start
from AGI and, to the extent that data are
available, must make adjustments for omitted
income items and expenses that ought to be
deductible in calculating economic income [8].

Omitted Income and Accelerated Deductions

Tax returns contain information about only a

" portion -of the income included -in economic

income but excluded from AGI. The omitted
income that can be identified on tax returns
consists of the excluded portion of long-term
capital gains (and current-year losses in
excess of currently deductible amounts), the
dividend exclusion of up to $100 per tax return
{up to 3200 on joint returns), the "all-savers"

—purposes—that—exceed—the—decrease—in—the—eco
nomic value of an asset often reduce AGI below
economic income early in an asset's life. The
resulting lower depreciation deductions in later
years may raise AGI above economic income. The
net effect, however, of accelerated deprecia-
tion is to postpone taxes, perhaps indefinitely

(6J.

Adjusted gross income excludes most changes
in net worth, such as the excluded portion of
realized long-term capital gains and all
accrued, but unrealized, capital gains [7].

. Even though = some types of income are
- excluded,
because some expenses incurred in the produc-
tion of income are not deductible in the com-
putation of AGI. Most of these expenses, how-
ever, are deductible from AGI in calculating
taxab]e income, but “only if the taxpayer
"itemizes" deductions. Expenses falling into
this category include certain expenses incurred
by employees (such as union dues and expendi-
tures for items used on-the-job but .not reim-
bursed by the employer) and expenses attribut-
able to a taxpayer's investments (as opposed to
active operation of a .trade or business),
including, but not limited to, interest expense
incurred 1in connection with investments in
" securities. Although net capital losses reduce
economic income, only the first $3,000 of net
realized capital losses may be deducted in com-
puting AGI. . Any. additional - realized 1losses
must be carried forward to future years.
Moreover, only 50 percent of realized, net long-

tg;m cap1ta1 losses may be deducted 1n computing
A

‘AGI -may - overstate --economic -1income -

“interest exclusion,” payments to Keogh and IRA

pension savings plans, and income from sources
considered to be tax preferences for purposes
of the alternative minimum tax. For 1983,
unless such preferences were large enough to
result in payment of alternative minimum tax,
taxpayers did not have to file Form 6251
(Alternative Minimum Tax Computation), and the
total amount of most types of 1983 preference
income is not known [9].

Even after inc]uding'preference income'which
is not in AGI but which is identifiable on tax
returns, several major sources of income for

_high-income taxpayers are still omitted:

° Interest on. tax-exempt state and 1local

.bonds ;. ‘ A
. A1l accrued but unrealized income,

primarily unrealized capital gains;

. Certain agricultural expenses deducted
when paid, even though related income
items are not includable in.income until
a later year; .

o Imputed rental 'inéome from
occupied housing and from consumer
durables;

° Stra1ght line depreciation deductions on
real estate to the extent that they
exceed economic deprec1ation,

e Income. ‘sheltered” from. taxation --
primarily partnership income -- through
deferral of the recognition of income

owner-
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for tax purposes and/or the acceleration
of deduction items; and

o The value of employee fringe benefits

{10]l.

For real estate, the combination of a shorter
life for tax purposes than the true economic
1ife of the property and the use of accelerated
depreciation methods may produce tax deprecia-
tion deductions exceeding economic depreciation,
especially in the early years of ownership. In
the future, income may be correspondingly
higher, but in the meantime, the taxpayer has
had the interest-free use of the deferred
taxes. Also, if taxed in the future, the
income may be converted into a Jong-term
capital gain, which is taxed at a lower rate
than is ordinary income.

Because income sources not identifiable from
tax return data are excluded, all income
measures used in the data for this article may
understate economic income., As a consequence,
some individuals with high economic incomes may
have been omitted completely from the high-
income group covered by this report. Moreover,
even for individuals who are included, the
income of some has been understated, and tax as
a percentage of income (i.e., the effective tax
rate) has been overstated.

Investment Expenses

In measuring economic income, it generally
would be appropriate to deduct all expenses
incurred in the production of income, including
those related to any income-producing invest-
ments. Since economic income would include all
investment income, including accrued capital
gains and losses, it would be proper to deduct
all investment expenses without limit. Invest-
ment expenses in excess of income would then
represent net economic losses, roughly akin to
"net operating losses" from a trade or busi-
ness. However, such a liberal deduction for
investment-related expenses is not necessarily
correct when all dincome items have not been
included currently.

1f all income has not been included currently,
full deduction of investment expenses might
represent a mismatching of receipts and expenses
and might result in understating income. For
example, if a taxpayer borrowed funds to pur-
chase securities, net income would be under-
stated if the taxpayer deducted all interest
payments on the loan but did not include as
income any accrued gains on the securities. A
similar mismatching of income and expenses
would occur if investment expenses that should
properly be capitalized were deducted when
paid. In these 1instances, a more accurate
measure of dincome might be obtained by post-

poning the deduction of the expense until such
time as the income were recognized for tax
purposes.

Additional problems are created when a person
with a loan has both income-producing assets,
such as securities, and non-income-producing
assets, such as a vacation home or yacht. It
is not possible to determine what portion of
the interest expense should be attributed to
taxable income-producing assets and, therefore,
ought to be deductible against the gross
receipts from such taxable assets.

As a result of these problems, it has been
necessary to set arbitrary limits on the amount
of investment expenses which are deductible in
calculating a broader measure of income.

Investment expenses that have not been de-
ducted in determining AGI generally appear on a
Federal individual income tax return in two
places. Investment interest appears as part of
the itemized deduction for interest; other
investment expenses such as management fees are
included in the miscellaneous category of item-
ized deductions [11]. To determine expenses
that should be deductible in calculating an
approximation to economic income, investment
expenses have been defined as the entire inter-
est deduction other than the interest paid on a
home mortgage. Other investment expenses could
not be determined since they could not be sepa-
rated from the remainder of "miscellaneous
deductions." Hence, they have not been used in
the adjustment for investment expenses.

To the extent that interest expenses do not
exceed investment income, they have been allowed
as a deduction in the computation of a broader
measure of income. One consequence of this
definition is that investment expenses can never
turn positive investment income into investment
losses. Generally, allowing investment expenses
to offset all investment income is generous and
tends to understate broadly measured income.
However, in some instances, 1imiting investment
expenses to investment income may overstate
income by disallowing genuine investmen¥ Tosses.
This arbitrary procedure has been selected
because, with the omission of accrued capital
gains from measured income, allowing all invest-
ment expenses to be deducted would represent a
mismatching of income and expenses.

The amount of investment income against which
investment interest can be offset depends on
the amount of investment income included in the
income measure under consideration. Investment
income consists of interest, dividends, and net
capital gains (or losses). However, if only a
portion of capital gains are dincluded in the
income concept, as is the case with AGI, then
only that portion is considered to be invest-
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ment income. A similar adjustment is also made
for the dividend exclusion of up to $100 per
tax return ($200 on a joint return) and for the
all-savers exclusion for interest income.

Expanded Income

The: Congress has asked for high- 1ncome data
to .be tabulated on the basis of a -measure
closely approximating economic income but us1ng
only data available on tax returns.  This
measure is ca]led "expanded 1ncome "

Expanded income is defined as adJusted gross
income plus items of tax preference income
excluded from AGI less investment expenses to
the extent that they do not exceed investment
income .[12]. Tax preferences considered are

the $100 -per-tax-return exclusion for qua11fy1ng
d1v1dends ($200 on a joint return), excluded
"all-savers" interest, the excluded portion of
net long-term capital gains, and, where the tax-
payer has filed a Form 6251 (A]ternat1ve Minimum
Tax Computation), all other excluded ~income
preferences .subject- to the minimum tax [13].
For individuals,
items - of significance other than -the excluded
" portion of capital 'gains are the excess of
accelerated.
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panded. income depending on whether 'preferences
are larger or sma1]er than 1nvestment 1nterest

The four income concepts are re]ated in the
following manner [14] .

Expanded income

= Adjusted gross income + preferences -
«1nvestment interest

AdJusted gross income

= [Expanded income -

A preferences = +
investment interest o

Adjusted gross income plus preferences

= Adjusted gross Income + preferences’

the only preference. income

. depreciation__over. straight=line_ MEASUREMENT—-OF—TAXES—

or = Expanded income + investment interest
Adjusted gross income less' investment interest -
= Rdjusted gross income - Tinvestment
Y 1nterest ) ' :
or Expanded income - preferences

Expanded ‘income‘ is the .measure which most
closely approximates ‘economic income.

, deprec1at1on on real property and on personal
pr0perty subject to a ‘lease, the excess of
percentage depletion over 'the cost of the
- property, -and deductions for intangible drili-
ing costs in excess of the amounts deductib]e

expanded income is based on tax return data, it
excludes items such':as ‘interest on tax-exempt
state and local bonds, accrued but unrealized
capital’ ga1ns, straight-l1ine deprec1at10n on
real estate in excess of economic depreciation,
nost " employee ' fringe benefits, and other items
mentioned under "0m1tted Income and Accelerated
Deductlons "

Four Income Measures

The . Congress has mandated that high-income
tax return data be selected and classified on
the basis of four definitions of income.
Expanded income and AGI have already been
discussed:
embodies only one of the two major differences
between -expanded - income and AGI. ' "Adjusted
gross -income plus tax preferences" is AGI plus
‘the amount of - tax- preference income excluded
from AGI. "Adjusted ‘gross income less invest-
ment interest" is ‘AGI less the amount of invest-
ment interest to the exfent that it does not
exceed 1nvestment 1ncome

When ranked accord1ng to size of 1ncome, AGI
plus ‘references is’ largest; AGI less investment
interest is smallest, and AGI and expanded in-
come fall in the middle. For any given tax-
payer, AGI can be larger or smaller than ex-

Foreign Tax Credits: Worldwide Takes on

.WOr1dw1de-Income

‘Because -

Each of the two other measures

[ IS

~Just -as income must be -measured proper]y, S0

‘must income taxes.

United States income taxes are based “on g]oba]
(wor]dw1de) income. Thus, U.S. c1t1zens and
residents 'generally must include income on their

. U.S. income - tax  returns regardless of whether

it has been generated in the ‘United States or
in a foreign country However, when a taxpayer
has foreign source 1ncome, the ‘U.S. income tax
computed on-global income may often be reduced
dollar-for-dollar by ~the amount of foreign
income taxes that have been paid on . that for-
eign income. These ‘offsets for foreign 1ncome
taxes are called "fore1gn ‘tax credits” [15].

Statistics of Income (SOI) data collected as
a by-product of tax administration- ‘include
global income as reported on U.S. income tax
returns. © The SOI data, however, " usually
include only U.S. ‘income- taxes, net of the
foreign tax credits that represent offsets for
fore1gn income tax payments " Where taxpayers
have income from foreign sources, this pro-
cedure understates their tax 1iabilities and
their ‘effective tax ‘rates. S1nce worldwide
income is reported on U.S. tax returns, “a more
accurate measure of the tax.burden 1mposed on
that income would be obtained if all income
taxes--U.S. as well as foreign--were also
included. Analysis of high-income tax returns
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indicates that a substantial portion of the
so-called nontaxable, high-incomes have large
shares of their income from non-U.S. sources
and have paid substantial amounts of foreign
income taxes on that income. Thus, it does not
seem appropriate to classify these individuals
as nontaxable or to classify their foreign tax
credits as special tax benefits.

In order to present a more realistic picture
of the number of nontaxable, high-income tax
returns and the reasons they were nontaxable,
several tables and charts in this article have
been prepared by redefining income tax liabil-
ity to consist of the total amount of U.S.
income taxes (income taxes after credits plus
the alternative minimum tax) plus the amount of
foreign tax credits. Because information on
foreign tax 1liabilities is not available on
U.S. income tax returns, foreign tax credits
were selected as a proxy - for foreign tax
liabilities. Where foreign tax rates exceed
U.S. rates, and in certain other instances,
~ foreign tax credits actually will be less than

foreign tax 1liabilities. In such cases, using
. foreign tax credits as a proxy for foreign
taxes understates global income tax liability.
In cases in which foreign tax credits are for
taxes paid on income from earlier years, use of
foreign tax credits may either overstate or
understate global taxes on the current year's
income.

Tables redefining tax 1liability to include
the foreign tax credit attempt to present an
approximation of the true worldwide (global)
income tax burden on worldwide income. For the
vast majority of taxpayers--with high incomes
or otherwise--this adjustment is irrelevant,
for they have 1little or no foreign source
income. However, for the small proportion of
taxpayers with substantial foreign income, this
adjustment is dimportant. The policy implica-
tions of a person with a very large amount of
income not paying U.S. income tax certainly
would be different if U.S. nontaxability were
the result of the person's living and working
abroad and paying substantial amounts of
foreign tax than if all income were from U.S.
sources and the person paid no income tax to
either the U.S. government or any other
government.

In order to be consistent with data from
earlier years, all tables showing nontaxability
or the amount of taxability on the basis of
worldwide tax liability have been duplicated by
other tables with tax liability defined in the
more traditional way used for tax administra-
tion purposes: U.S. income tax 1liability after
subtracting the value of any foreign tax
credits.

Comparing Exclusions, Deductions, Tax Credits,

and Special Tax Computations

In order to compare the importance of various
exclusions, deductions, tax credits, and special
tax computations (such as the alternative mini-
mum tax on tax preferences and the income aver-
aging tax computation), the different types of
jtems must be put on the same basis. One way
of doing so is to calculate the size of the
deduction that would reduce (or increase)
income tax by the same amount as a tax credit.
This amount is called the "deduction equiva-
lent" of the tax credit.

The deduction equivalent of a tax credit or a
special tax computation is the difference be-
tween the taxable income that, using ordinary
tax rate schedules, would yield. the actual tax
before the provision in question is considered
and the actual tax after the provision. For
example, the "deduction equivalent of all tax
credits" is equal to the difference between
"taxable income which would yield tax before
credits" and "taxable income which would yield
tax after credits."

Using this method of equating the value of
deductions, exclusions, credits, and special
tax computations, the order in which the
various credits and special tax computations
are calculated affects the value of their
deduction equivalents. Because the tax rate
schedules are progressive with successive
increments to 1income taxed at successively
higher tax rates, the deduction equivalent of
the credit converted last to a deduction equiva-
lent will be larger (for the same amount of a
credit) than the item converted first.

The deduction equivalents of tax credits
shown in the accompanying tables were computed
by assuming that deductions and exclusions
reduced taxes before tax credits. As a result,
the deduction equivalent of tax credits is
biased upwards.

Share of Income Subject to Tax

The total impact of various deductions, exclu-
sions, tax credits, and special tax computations
can be measured only if the aggregate value of
all of, or groups of, these items in reducing,
or increasing, income taxes is put on a compar-
able basis. Two often-used measures of the
value of deductions and exclusions are the share
of income that has been excluded from tax and
the share of income that remains subject to
tax. The latter measure can also include the
impact of tax credits and special tax computa-
tions if the deduction equivalent of these items
is added to taxable income defined in the ordi-
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nary manner. Doing so yields what the tables
accompanying this article call "taxable 1ncome
which would yield income tax before credits,"
"taxable income which would yield income tax
after credits," and "taxable income which would
yield total income tax." These measures could
be computed directly from taxable income and
from the deduction equivalents of the appro-
priate items. However, these measures have
been computed by using the tax rate schedules
to calculate the amounts of taxable income that
would have been necessary (when subject to tax
under the appropriate, ordinary tax rate sched-
ule) to yield the given amounts of tax.

Unaudited Data

Tax return data used in the Statistics of
Income program have been tabulated as they have
been reported -on tax returns filed with the
Internal Revenue Service. Certain, obvious
arithmetic errors have been corrected, and cer-
tain adjustments have been made to achieve con-
sistent statistical definitions. Otherwise,
the data have not been altered. In particular,
‘the data do not reflect any changes that'may

have been made or that are 1ikely to be made in

the future as a. result of IRS audits. While

The tables show:

e The numbers of high-income .returns (total,
taxable, and nontaxable) under the various
income concepts (Tables 1 and 2);

e The numbers of high-income, non-taxable
returns and the relative frequency of such
returns from 1979 through 1983 (Figures A
through E);

e The distributions of taxable -income as a
percentage of total income (Tables 3 and
4);

e The distributions of effective tax rates,
" that is, income tax as a percentage of
income (Tables 11 and 12);

e The frequencies and amounts‘ of various
sources of income, exclusions, deductions,
and tax credits, as well as the relation-
ships between all four
used in this article (Tables 5 and 6);

.e The frequencies with which various deduc-
tions and tax credits are the most
~important -and second most important items
—in—reducing—(or— e1iminat1ng)—4ncome—taxes

this 1S true of data throughout the entire SOI
program, it is of particular relevance for high-
income tax returns. Because of the greater
complexity of these returns, there is a higher
probability of error and .more scope for dis-
agreement . about the proper interpretation of
tax laws. _

The fact that the data have been drawn from
unaudited returns is of even greater importance
for those high-income returns that are nontax-
able. Almost any audit changes would make such
returns taxable., Even where the tax conse-
quences were minor, - such returns would be
reclassified.. from nontaxable. . to . taxable,
thereby changing the counts of nontaxable
returns. '

HIGH- INCOME TAX RETURNS FOR 1983

This section contains 13 tables and four
charts with data from income tax returns,
mainly those with incomes of $200,000 or more.
Data are shown for all returns, and separately
for taxable and nontaxable returns. Data in
Tables 1 through 12 are from 1983 income tax
returns. Data in the remaining table (Figure
A) and in the four Charts (Figures B through E)
summarize nontaxable, h1gh income returns from
1977 through 1983.

Separate parts of four of the 1983 tables
contain data on high-income returns as defined
by each of four different income concepts. In
the remaining 1983 tables, data are depicted
for the two main income concepts, adjusted
gross income and expanded income. :

of the. individual's

{Tables 7 and 8); and .

e The frequencies with which various item-
ized deductions and tax cred1ts occur as

certain percentages of income (Tables 9
and 10). - :
Tables 1, 3, 5, 7, 9, and 11 and Figures B

and D contain data with foreign tax credits
treated as items which reduce U.S. income
taxes; this is the treatment on tax returns.
Tables 2, 4, 6, 8, 10, and 12 and Figures C and

E are sim11ar to the first set of tables and

figures but treat forelgn tax credits as part
income tax.  1liability.

Figure A includes both types of data. This
different treatment is explained in more detail
under the heading "Foreign Tax Credits." .

Numbers of High-income Tax Returns

For 1983, the numbers of tax returns with
incomes of $200,000 or more ranged from 187,321
to 262,453, depending on the income concept.

These numbers represent from 0.19 percent to .

0.27 percent of all tax returns filed. (Tables
1 and 2.)
For 1983, there were 249,319 income tax

returns with expanded income of $200,000 or
more. Of these, 579, or 0.232 percent, had no
U.S. 1income tax 11ab1]1ty, and only 437, or
0.175 percent, showed no worldwide income tax
liability.

There were 198,608 tax returns with AGI of
$200,000 or more. Of these, 447, or 0.225

income concepts:
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Figure A.--Nontaxable Returns With Income of $200,000 or More: Number and Percent of Returns by
Income Concept, 1977-1983

1977 1978 1979

Income concept
Number Percent!| Number Percent! |Number Percent!

Returns with no total Q) (2) (3) &) ) ()
income tax:
Adjusted gross income(AGI)....... cevecssenes 60 .112% 98 1437 70 .075%
Expanded income......cceeeeesevecosvecaccnnes 85 .126 105 .123 114 .093
AGI plus excluded pre- )
fEreNCeS. cereeavenesssessanssnsnssscsnsssse 95 .134 113 .125 127- .098
AGI less investment
IntereSt.ceeeessesoessecssassssnsnscssecsnas .o 52 .104 90 .140 56 . 064
Return with no modified
total income tax:
Adjusted gross income(AGI)....veevvesssosens 37 .0697% 60 .088% 28 .030%
Expanded income......coveeeecveecvencncncons 64 .095 67 .079 64 .052
AGI plus excluded pre- .
ferenCesS e ieereeecsescesscessssonsasncoasnons 72 .101 75 .083 74 .057
AGI less investment
IntereSt.eseeeesssoscsssassosssssssssscensos 31 - .062 52 .081 18 .021
1980 1981 1982 1983
Income concept .
Number | Percent!| Number | Percent!|Number | Percent! | Number | Percent!
(7) (8) (9) (10) (11) (12) (13) (14)
Returns with no total
income tax:
Adjusted gross income (AGI). 143 .122% 226 .1647 262 .155% 447 .225%
Expanded income............ 198 .132 304 174 299 144 579 .232
AGI plus excluded pre-
ferencesS. s iieeresnsoncacs 242 .152 363 .194 385 .175 810 .309
AGI less investment
interest.ieeeseecocsoennas 120 .110 188 147 223 .140 229 .122
Returns with no modified
total income tax: .
Adjusted gross income(AGI): 56 .0487% 79 .057% 109 .0647% 321 .162%
Expanded income......cco00 114 .076 114 .065 153 .074 437 .175
AGI plus excluded pre-=
ferences.veeessrecassnnes 154 .097 156 .083 232 .105 663 .253
AGI less investment
interest.eeeecccescsscssns 36 .033 54 .042 78 .049 108 .058

1Percent of all returns with income $200,000 or more, for each concept.’



38 High-Income Returns, 1983
Figure B.
Number and Percent of Returns with Adjusted Gross Income of $200,000 or More
Without Total lncome Tax 1977-1983 : ,
Number of " ‘Percent of
Returns Returns -
600 - [C——J Number of Réturns - 0-24%
| = Percent of Returns
500 ' — 0.20%
400 |- —~ 0.16%
"300«_— . ’0.12%‘, ,

—‘.;‘0‘0‘87_’0/9; e

. Number of Returns

- Percent of Returns

L 1e77 w1978 1979 1980 4981 - 19827 11983

Tax Year
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Figure D.

Number and Percent of Returns with Expanded Income of $200,000 or More
Without Total Income Tax, 1977-1983

Number of Percent of
Returns Returns
600 - — 0.24%
1 Number of Returns , °
Percent of Returns /
500 - — 0.20%
400 - — 0.16%
300 |- — 0.12%
200 | — 0.08%
100 | — 0.04%
1977 1978 7979 7980 7981 7982 7983 0
Tax Year
Figure E.
Number and Percent of Returns with Expanded Income of $200,000 or More
Without Total Income Tax as Modified for the Foreign Tax Credit, 1977-1983
Number of Percent of
Returns Returns
600 |- ] Number of Returns -1 0.24%
= Percent of Returns
500 - — 0.20%
400 |- / - 0.16%
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péfcent, reported no U.S. income tax, and 321,
or 0.162 percent, had no worldwide tax liabil-
ity.

U.S. Tax Liability. .If only income payable
to the United 3States are considered, between.
229 and 810 of all high-income returns (depend-
ing on the income measure used) were nontaxable
(Table 1). This represents a change from 1982,
ranging from a 3 percent to a 110 percent
increase. The numbers of nontaxable returns
increased more rapidly than high-income tax
returns’ overall, so that the proportion of
nontaxable, high-income returns increased from
1982. As measured by expanded income, the
number of nontaxable returns increased by 93
percent, from 299 for 1982 to 579 for 1983, and
the proportion of nontaxable returns increased
from 0.144 percent to 0.232 percent in 1983,
As measured by AGI, the number of nontaxable
returns increased by 71 percent to 447 for 1983,
and the proportion- of such returns rose from
0.155 percent to 0.225 percent (Figure A).

Overall, 1983 nontaxable, high-income returns
represented only a small proportion (0.122
percent to 0.309 percent) of all high-income
-returns;—but—in-most-cases—the—proportion_in-
creased dramatically. These increases repre-
sent the continuation of a trend that, except
for 1982, has been occurring since the propor-
tion of nontaxable, high-income returns reached
historical 1lows 1in 1979. As measured by
expanded income, a high-income return was two
and one-half times more likely to be nontaxable
for 1983 than for 1979. As measured by AGI,
the probability that a high-income return would
.be nontaxable had tripled (Figure A).

Worldwide Tax Liability. . If nontaxability is
measured by worldwide income tax liabilities,
‘between 108 and 663 high-income returns were
nontaxable. - Thus, treating foreign tax credits-
as if they represent tax payments reduced the
numbers of nontaxable returns (and the proba-
bility of being nontaxable) by 25 percent to 53
percent, depending on the income- concept used.

Both the .numbers of nontaxable returns and
their proportion of all high-income returns
increased markedly ‘from 1982, As measured by
expanded income, the number of nontaxable

- returns almost tripled, from 153 to 437. As
measured by AGI, the number of returns more
than tripled, rising from 109 for 1982 to 321
for 1983. (Figure A.)

As measured by worldwide income tax, the
.probability. of -being nontaxable increased in
1983 wunder all four income concepts. This
increase continued - a general .pattern of in-
creases from the 1979 lows. Thus, by 1983, a
high-income tax return was from 176 percent to
440 percent more 1likely to be nontaxable than
for 1979.

Data in Figure A can be used to calculate the
numbers of nontaxable returns due primarily to
foreign income tax payments, as evidenced by
foreign tax credits. Between 1982 and 1983,
the number of such returns .actually declined
slightly, no.matter which income concept was
considered.

Number of Returns Nontaxable Because of ?oreign
Tax Payments by Income Concept, 1982 and 1983

Income concept : 1982 1983

(1) (2)

Adjusted. gross income (AGI)... 153 1 126

Expanded income........... caee 146 142

AGI plus preferences.......... 153. 147-

AGI less'investment interest.. 145 | 121
Change

1982 to 1983

"the returns.

The declines as percentages of all high-
income returns were even larger. Thus, the
“increase 1in the numbers of nontaxable, high-
income returns for 1983 is not attributable to
the foreign income taxes or foreign tax credit.

Tables 3 and 4 show the distributions of
high-income returns by the ratios of taxable
income (as adjusted to reflect tax credits and
special tax computations) to total income on
The -tables illustrate three im-
portant facts about high-income tax returns.

1. As already described, only a small pro-
portion of high-income taxpayers are ab]e
to escape all income taxes. ,

2. Another group of high-income taxpayers--
still a small group but larger than the
nontaxable group--is able to offset half
or more of its income before being subject

_to tax. This type of high-income taxpayer
pays income tax equal to only a small
share of its income, perhaps a smaller
share of income than that of a typical
median-income family. Such taxpayers are
called "nearly nontaxables."

Legitimate questions can be raised about
whether this nearly nontaxable group is
paying its "fair share" of the aggregate
income tax. Despite the small amount of
tax payable by the nearly nontaxables,

Income concept
_ Number | Percent !
(3) (4)
Adjusted gross income (AGI)... -27 -18%
-Expanded income................ -4 -3 ;
-AGI-plus—preferences.-.- =5 _=3_ :
AGI less investment interest.. -24 -17 ‘
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they have escaped the notoriety accorded
high-income tax returns showing absolutely
no tax liability.

3. Overall, a large portion of high-income
taxpayers are subject to tax on a large
share of their income and pay very sub-
stantial amounts of tax.

Tables 11 and 12 represent another way of
showing the distributions of tax returns by tax
burden. These two tables classify all tax
returns by both the size of income and the
effective tax rate, i.e., income tax as a
percentage of income.

1. These tables illustrate the distribution
of effective tax rates for high-income
returns as compared with the distribution
for returns with Tlower income levels:
under $50,000; $50,000 to $100,000; and
$100,000 to $200,000.

2. The tables also illustrate the wide disper-
sion of effective tax rates for high-income
returns. While 1.6 percent of high
expanded income returns show tax liabili-
ties of less than 10 percent of expanded
income, 1.6 percent had effective tax rates
of 45 percent to 50 percent of income, and
approximately 0.2 percent had tax 1iabil-
ity exceeding half of their income. More
than 82 percent had average tax rates
ranging from 15 percent to 45 percent of
income, with over half of high-income tax-
payers having effective tax rates between
20 percent and 40 percent of income.

Tables 5 and 6 show, in the aggregate, the
frequencies and amounts of the types of income;
the items of tax preference; and the various
deductions, credits, and income taxes shown on
high-income returns. By comparing the columns
for nontaxable returns with those for taxable
returns, some of the different characteristics
of nontaxable returns can be deduced. For
example, the ratios of both partnership income
to total income and partnership losses to total
income were far higher on nontaxable returns.

Tables 7 and 8 classify tax returns by the
jtems that had largest and second Tlargest
effects in reducing or eliminating income tax.
For the returns on which each primary item is
most important, the tables show the distribu-
tions of the second most important items. For
example, on taxable returns with expanded
incomes of at least $200,000, the most import-
ant item on 45 percent of the returns was the
jtemized deduction of state and local taxes.
For those returns on which taxes were the larg-
est item, the itemized deduction for interest
payments was the second most important item 40
percent of the time and charitable contribu-
tions were the second most important 37 percent
of the time. Conversely, on nontaxable returns

(with no worldwide tax), the interest-paid de-
duction was the most important item 62 percent
of the time. And where interest paid was the
primary item, there was no secondary item 5]
percent of the time, charitable contributions
were the second item 24 percent of the time,
and the deduction for taxes paid was second
most important 18 percent of the time.

Tables 9 and 10 represent another way of
illustrating the importance of various tax
provisions 1in. reducing or eliminating- income

tax. Unlike Tables 7 and 8, these tables show
data only for nontaxable returns. For returns
without any income tax, these tables show the
number of times that various items reduced
income by different fractions of income. The
jtems shown are the various categories of item-
jzed deductions, total tax preferences excluded
from income, and the deduction equivalents of
four different types of tax credits. For
example, for high expanded income returns with
no worldwide tax, the itemized deduction for
casualty losses exceeded 100 percent of
expanded income on 10 of 437 returns, and the
deduction equivalent of the investment credit
was between 50 percent and 100 percent of
expanded income on three returns.

%ggREASES IN HIGH-INCOME, NONTAXABLE RETURNS,
3

The tabulations of data for 1983 that show
large increases in both the absolute numbers of
nontaxable, high-income returns and the freq-
uencies with which they occurred provoked skep-
ticism by this author about the data's accuracy,
followed by attempts to determine and explain
the possible reasons for the increases.

Data Accuracy

The existence of such a large number of non-
taxable, high-income returns has been veri-
fied by the manual review of each of the 447
nontaxable, high-AGI tax returns. Manual review
confirmed that all 447 returns do exist and that
all of them were nontaxable, as nontaxability
?g;obeen defined for these purposes since the

's.

The review did disclose, however, that 67, or
15 percent, of the returns actually did have
some income tax liability attributable to recap-
ture of investment credits allowed in prior
years. Although this finding does not alter
the fact that significantly more returns were
nontaxable for 1983 than for the immediately
preceding years, it does raise questions about
the proper definition of nontaxability.

Analyses of nontaxable, high-income returns
have focused on finding taxpayers with Targe
amounts of income who pay little or no income
tax, as well as the features of the tax system
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which allow them to .escape. taxation. Such
information provides a basis for 'discussing
whether such features are appropriate in a
broadly based income tax system and whether they
should be changed. In this regard, interest
originally - focused on current-year' tax on
current-year income. - Thus, any taxes. that may
‘have depended on prior-year income were not
considered, - including any - current-year tax
-resulting from early disposition -of assets and
the recapture- of investment credits allowed
when those assets were acquired. : Furthermore,
manual' examination of tax .returns for 1975 and
1976- did not indicate that the taxability or
‘nontaxability of any high-income return depended
on ‘investment credit ~recapture. '~ Thus, -as a

‘practical matter, ‘the proper - treatment’ of
investment credit recapture was not--deemed

' 1mportant

"Even though 51ngie-year tabulations of. data
from tax returns generally - show tax ‘attribut-
‘able to‘ a "single year, -there are multiyear

eéffects from several 1ncome tax . features that .

render income tax returns 1mpure as a’ measure

"of one year's tax on one year's ‘income, .Most.

“relevantly, the investment. credit itself is
- taken for the year equipment is acquired even
though—the—equipment—is—expectedto be used for
several years. Similarly, depreciation deduc-
.tions” may be accelerated, resulting in a mis-
matching of the income from, and ‘the expenses
.attributable to, an asset. In this: ‘regard,’
return could becone nontaxabie .in "one year
primarily because -of an ~investment credit.
Current methodology . could classify .. that tax-
‘payer as nontaxable in later years even if the
‘person paid tax -from the recapture of -some of
‘the ~investment- ' credit previously = allowed.
These.. considerations -would argue: for- symmet-
rical treatment. Since deductions and credits
have been considered even if they are for income

Symmetr1ca1 treatment wouid suggest that any
taxpayer who pays tax from. the recapture of a
prior-year investment cCredit - ought -not- -be
- considered nontaxable. .Because -changing ' the
-classification of such returns for. 1983 would
-not result in major changes, no attempts -will
be made to retabulate the.data "because.of-this
definitional change. = It is, however, antici-
pated that the definitions of “ nontaxability
w111 be-altered for 1984 and subsequent ‘years.

The. previously -mentioned ‘manual- - review of
nontaxable, high-AGI returns did- show ‘that if
any return  with . investment -credit recapture

-were treated as taxable, there would have béen
only 380 nontaxable, high-AGI returns for 1983.
The 380 nontaxable ' returns would have -been 0.19
percent of all high-AGI returns.- Since cor-
rected data for 1982 are not available, the
percentage change for 1982 cannot be known with
precision, but at minimum the increase was 45

percent. For high-AGI returns with tax rede-
fined to:include foreign tax payments, a redefi-
nition of nontaxability to exclude returns with
tax only from investment credit recapture re-
duces the number: of nontaxables by 59 returns,
or 18 percent from 321 to 262.

Simiiar adJusted data . us1ng the expanded

“income’ concept are not available

vReasons for 1983 Changes’

The significant increases in the numbers of
nontaxable, high-income returns for 1983 seém
to be attributable to the elimination of the
minimum- tax -and the taxation of all" preference
items: under the expanded alternative minimum
-tax. These changes were enacted as part of the
Tax' Equity -and Fiscal. Responsibility. Act of
1982 ‘(commonly cailed TEFRA) and became effec-
tive  for -1983. “ The  increase in" nontaxable,
high income -returns Seems to stem from changes
in the list of “itémized -deductions  that may

-give ' rise to tax preferences under the alterna-
tive minimum tax

B In 1982 the Congress eliminated the minimum

‘tax and transferred the - taxation of all tax

PO o

R S

»preferences toTa~more- comprehen51ve alternative
'minimum * tax. In part,

these "~ changes were
intended to-reduce taxes for some taxpayers who
had modest amounts: of . tax preferences but who

‘paid-substantial "amounts- of ‘ordinary-income tax.
_ “The -primary goal,’
~the burden ‘of (alternative) minimum taxation on

however, was to concentrate

those who would otherwise not pay a fair. share
of the total tax burden
»incomes. This obJective was clear]y stated

'l“"Congress amended the present minimum. tax

j‘prov151ons applying ‘to ‘individuals- with one
4-overriding~,object1ve. no -.taxpayer with- sub-
= stantial. -economic income should be -able to

u;av01d all tax~1iability by u51ng “exclusions,

deductions. and credits.; Although these
- provisions provide " incentives .- for  worthy
goals, - they- .become counter-productive when

. individuals .are’ allowed to- use them to' avoid

'v1rtua11y all “tax l1iability.  The ability of
high-income individuals to pay little .or no
-tax- undermines- respect for - the- entire tax
. system ‘and, -thus,  for the incentive ‘provi -
- sions themseives. Therefore,v Congress pro-
vided ‘an’ alternative’ minimum tax which' was
"~ ~intended :to. insure that when an. indiv1dua1 s
‘ability’ to pay taxes 'is measured by a broad-
- -based concept of income, a measure which can
" be :reduced by only “a' few of the’ incentive
~provisions, tax: liability is at least ‘a
?;zgmum percentage of that broad - measure“

" The major change made - by TEFRA to minimum
taxation of individuals was the concentration

of ‘the taxation of all preference items under .

the- alternative minimum tax rather than having

relative to their‘
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the capital gains exclusion and preferences for
jtemized deductions taxed under the alternative
minimum tax and all other preferences taxed
under the minimum tax. Other changes were also
made. The alternative minimum tax exclusion
was raised to $30,000 (to $40,000 for joint
returns) from its previous level of $20,000.
Some new preferences items were added for exclu-
sions and deferrals of income. Finally, the
list of itemized deductions that may give rise
to an alternative minimum tax preference was
altered, and the way 1in which the itemized
ded%ction preference is calculated was changed
[173.

Calculation of tax preferences from itemized
deductions was changed so that an eligible item-
ized deduction became more likely to generate a
tax preference for 1983 than it was for 1982.
Hence, it was believed that the TEFRA changes
would make it more likely for itemized deduc-
tions to give rise to the alternative minimum
tax. For 1982, the preference from itemized
deductions was the amount by which a taxpayer's
total itemized deductions (other than the item-
ized deductions for medical expenses, casualty
losses, and state and local taxes) exceeded 60
percent of AGI as reduced by the just mentioned
jtemized deductions. Thus, itemized deductions
could be a tax preference only if their total
represented a large share of AGI. Beginning
with 1983, every dollar of certain categories
of itemized deductions could generate a tax
preference, even if the particular itemized
deduction or the total of all itemized deduc-
tions represented only a modest share of AGI.

In addition to changing the structure of the
itemized deduction tax preference under the
alternative minimum tax, TEFRA changed the 1ist
of itemized deductions that could result in
preferences. Before TEFRA, preferences gener-
ally could come from any itemized deduction
other than those for medical expenses, casualty
losses, and deductible state and local taxes.
After TEFRA, tax preferences could come from
any itemized deduction other than charitable
contributions, casualty losses, mortgage inter-
est expense, investment interest to the extent
of investment income, gambling losses, and the
medical expense deduction to the extent that
the allowable portion exceeded 5 percent of
AGI. T These were quite dramatic changes. The
only items left unchanged were casualty losses
and the medical expense deduction to the extent
that the allowable deduction exceeded 5 percent
of AGI. Most importantly, under the new law, a
preference could be generated by any amount of
state and local tax expenses. Preferences, how-
ever, could no longer be generated by charitable
contributions, mortgage interest, gambling
losses, or most deductible investment interest

[18].

These changes were believed to represent a
significant tightening of the alternative mini-

mum tax. In fact, the changes seem to have
provided the means for a major increase in the
number of nontaxable, high-income returns.

The ijmpact of these minimum tax changes has
been approximated for nontaxable, high-AGI
returns for 1983 that had no U.S. tax liability
and did not have any tax from recapture of
prior-year investment credits. To the extent
possible based on data shown on 1983 tax
returns, the impacts of the 1982 minimum tax
and the 1982 alternative minimum tax have been
simulated for these returns. The simulation
indicates that if the 1982 provisions had been
in effect for 1983, 362 of the 380 returns
would have been taxable. That is, only 18 of
the 380 returns that were actually nontaxable
for 1983 would have remained nontaxable. In
addition, 15 returns that were taxable for 1983
would have been nontaxable if the 1982 provi-
sions had remained in effect. Thus, this simu-
lation indicates that there would have been a
total of only 33 nontaxable, high-AGI returns
for 1983 if the 1982 minimum and alternative
minimum tax provisions had not been altered.
Most of these changes appear to stem from
changes in the preference for itemized
deductions.

A similar simulation for the high-AGI returns
where the foreign tax credit has been redefined
to represent a legitimate tax indicates that of
the 262 returns that actually were nontaxable
for 1983 (including no tax from investment
credit recapture), 245 would have been taxable
if the minimum and alternative minimum tax pro-
visions had remained as in 1982. leaving those
provisions unchanged would also have resulted
in an additional 13 returns being made nontax-
able, for a nontaxable total of 30 returns.

Since the numbers of nontaxable returns esti-
mated by these simulations is far below the num-
bers of returns actually found by tabulating
1982 data, the simulation results must be
treated with caution, and the precise effects
of the minimum and alternative minimum tax
changes made by TEFRA remain unknown. Never-
theless, together with an analysis of what could
have happened for 1983 compared with 1982 for
returns with hypothetical combinations of item-
ized deductions, these simulations indicate
that the changes attributed to TEFRA's alter-
native minimum. tax are both possible and
probable.

In TEFRA in 1982, the Congress enacted changes
to increase the overall level of minimum taxa-
tion, to concentrate such taxes on individuals
whose tax preferences represented a large share
of their income, and to reduce the number of
nontaxable, high-income returns. The changes
apparently have accomplished the first two
goals. They do not, however, appear to have
been successful in achieving the third goal.
In fact, the alternative minimum tax changes in
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TEFRA--particularly the changes in the types of
itemized deductions that may give rise to tax
preferences--have actually opened the way for a

significantly

larger number of nontaxable,

high-income tax returns
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costs to the extent that they exceeded the
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items in calculating a broader measure of
income,
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other than the capital gains exclusion and
any preferences from itemized deductions
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income tax return even if they did not
give rise to any minimum tax 1iability.

omission of social security benefits and
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portant for high-income taxpayers.

In addition, income deferrals and acceler-
ated expense deductions may also be in-

volved in income or Tlosses from rental
property, from royalties, from partner-
ships, and from certain small business
corporations, only the net amounts of
which are included in adjusted gross
income.

For the sake of brevity, ‘"investment
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exceed investment income" is called
"investment interest." "Investment
interest in excess of investment income"
is called “"excess investment interest."
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taxes before and after TEFRA. Readers may
also see the changes by comparing the
appropriate income tax forms for 1982 and
1983: Form 4265 for 1982 and Form 6251 for
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The itemized deductions that could not give
rise to tax preferences and the changes
between 1982 and 1983 are summarized in
the following chart. Under proper condi-
tions, all othér itemized deductions might
produce tax preferences and some amount of
alternative minimum tax.

Itemized Deductions That Cannot Gonerate Tax Preferences

1982

Medical expense deduction 1/

State and local taxes

Casualty losses

1983

Medical expense deduction 1/ over
5 percent of adjusted gross income

Casualty losses
Charitable contributions
Mortgage interest expense

Investment and interest expense to
the extent of investment income

Gambling losses

1/ The itemized deduction for medical expenses consisted of the portion of medical expenses in
excess of a floor of 3 percent of AGI (5 percent in 1983) for all medical costs, including
the expenses for medicines and drugs in excess of a separate floor of 1 percent of AGI.



46 Individual Returns/1983

Table 1 — Returns With and Without Total Income Tax: Number of Returns Classified by Size of Income Under Alternative Concepts

{All figures are estimates based on samples)

Size of adjusted gross income

Size of under ait tive ts $50,000 $100,000
e Of income lernal concept Total slslo% m_af
- $100,000 $200,000 O mox!
) (2) (3) 4 - (5)
All Returns
96,321,310 91,088,723 4,414,028 621,951 198,608
90,906, 700, 90,797,277 108,564 ) 761 98
4,477,515 281,347] 4,175,842 20077| - 249
687,776} 6,412] 125,195 551,42 4,744
249319 1,687 4,427] 49,688] 193,517
90,744,765 90.,744,76 - - -
4,593,684 332. 4,261,021 : - _
720,408 7.4% - 147,782 565.2101 L=
262,453 1,87 5,225} 56,741 1?8.608
Size of adj d gross | less Interest )
Under $50,000 ............ 91,243,984 91,086,723 155,209 1,758 294
$50,000 under $100,000 4.294,656L - 4,258,819 35,330 507
$100.000 under $200,000. 595,349 - L - 584,863 10,486
$200,000 or more 187,321 - - - 187.321
Ot e e e 79,421,285 -74,207.121 4,396,236 619,767 198,161
Under $50,000 ............ 74,028,553, 73,923,488 104,555 *508| 2
$50,000 under $100,000 4,458,872 276,608 4,162,744 19,313 207
$100,000 under $200,000. 685,120] - 5,536 124,547 550,359 4,678
$200,000 or more ........... 248,740 . 1,489 4,390 49,587| 193,274
Under $50,000 ............... 73,874,894 73,874,894 - - -
$50,000 under $100,000 4,568,322 324,227 4,244,095/ . -~ -
$100.000 under $200,000 . 716,426 6,32 146,956 563,148 -
$200,000 or more 261,643 1,678 5,185} 56,619 198,161
Under $50,000 74,359.079] 74,207,121 150,323 1,458 177
$50,000 under $100,000 . 4,280,984 — 4,245,913 34,603 468
$100,000 under $200.000. 594,130| - — 583,706 10,424
187,092 — — ———187,092 =
16,900,025} '16.879‘601 17,792 2,184 447
16,878,147 16,873,789 4,009 253 96
$50,000 under $100, 18,643 4,739 13,098 764 ‘42
$100,000 under $200.000 . 2,656 876 *648] 1.066] 66
$200,000 or more 579 198] 37 ‘101 243
‘ Size of adjusted gross i plus d tax preferences ) T
Under $50,000 16,869,871 16,869,871 — - -
$50,000 under $100,000. 25,362 8,436 16,9261 - . -
$100,000 under $200,000 3,982 1,094 826 2,062 —_
$200,000 or more ........... 810] 201 *40) 122 447
Size of adj d gross i less i interest R
Under $50,000 : 16,884,905| 16,879,602 4,886 300 17
$50,000 under $100,000. 13.672] - 12,906 727 39
$100,000 under $200.000 1,219 — - 1,157 62
$200,000 or more 229 — — — 229




individual Returns/1983

Table 2 — Returns With and Without Modified Total Income Tax:
ARternative Concepts

Number of Returns Classified by Size of income Under

47

(Al figures are esti based on ples)
Size of adjusted gross income
Size of income under alternative concepts Under $50,000 $100,000 $200.000
Tow $50.000 3150000 5200000 or more
™ @ @ — @ )
All Returns
LT OO O PO O OO PP OO OPUOPO PO PO PPRROPPROS 96,321,310 91,086,723 4,414,028 621,951 198,608
Under $50,000 .............. 90,906,700 90,797,277] 108,564 781 98
$50,000 under $100,000 4,477.51 281,347] 4,175,84 20,077 249
$100.000 under $200,000 687,77 8,412 1251 551.;::‘ 4,744
$200,000 o more 24931 1,687 4,42 49 193517
Size of ad} d plus d tax preferences
90,744,76! 90,744,76! — - -
4,593,684 332, 4,261,021 - -
720,408 7.41 147,78, 585,210 -
262,453 1,87 5,22 56,741 198,608
X 91,243,984 91,086,723 158, 1,758 294
$50,000 under $100,000 4,294,656 - 4,258,81 35,330) 507
$100,000 under $200,000 595,34 - - 584,863 10,488
$200,000 or more 187,321 - - - 187,321
79,450,915 74,233,981 4,398,30; 620,345] 198,287
74,055,433 73,950,326] 104,597| *508] 2
$50,000 under $100,000 4,460.917| 276,62 4,164,631 19,4 207
$100,000 under $200,000 685,683 5,537| 124,684 §50,77! 4,683
$200,000 of more ............. 248,88 1,48 4,390] 49,608 193,395
Size of adjusted gross | ded tax pt
Under $50.000 .............. 73,901,73; 73,901,793, - - -
$50,000 under $100,000 4,570,27: 324,24 4,246,024 — -
$100,000 under $200,000 72 6,32 147,093 563,705 -
$200.000 or more 261.7 1,678 5,185 56,640f 198,287
Under $50,000 74,385,981 74,233,981 150, 1,458 177
$50,000 under $100,000 4,283,14! - 4,247,937| 34,740) 468
$100,000 under $200,000 594,57 - - 584,147 10,429
$200,000 or more .. 187,213 - - - 187,213
Returns Without Modified Total Income Tax
TOMAl ..ottt ettt ettt e ea e e he et e e a e e e eat e e st e ettt ebe 2okt e e e e e eaba e as 16,870,395/ 16,852,742 15,726] 1,606} 321
Under $50.000 16,851,267 16,846,951 3,967| 253 96
$50,000 under $100,000 16,598 4,718 11,21 627 42
$100,000 under $200,000 2,093 875 *511 646 61
$200,000 or more .......... 437) 198 37| *80f 122
Size of
Under $50,000 .............. 16,843,033 16,843,033 — - -
$50,000 under $100,000 23,412 8,415 14,997 - -
$100,000 under $200,000 3,287 1,093 689 1,508 —
$200,000 or more .. 663 201 *40) 101 321
Size of adj d gross less interest
Under $50,000 . 16,858,003 16,852,742} 4,844 300] 17
$50,000 under $100,000.. 1,511 - 10,882 590} 39
$100,000 under $200,000 773 - - 718| 57
$200,000 or more 108 — - — 108

“Estimate should be used with caution because of the small number of sample returns on which it is based.



Table 3 — Returns With and Without Total Income Tax, and With Income 5200 000 or. More Under . Altematlve Concepts:

Taxable Income to Specified Alternative Income

|

Distribution of Returns.by Ratio of

(All figures are based on Pl .
" — ] Adjusted gross income pius Adjusted gross income less
Adjusted gross income Expanded income axcluded tax c;relevov\c;:s ) nvesiment mierest .
Specified items Number Percent Cumulative Number Percent Cumulative Numbev Percent Cumulative Number Percent Cumulative
of of percent of of . percent of percent of of percent
returns total of total returns total of total retums total of total raturns total of total
(1) ! {2) (3) (4) [ {6) {7 +(8) 9) (10) (1) 12}
Total.. 198,608 100. - 249,31 1oo[. - 262,4! 100.0{ - 187,321 100. -
Retums without total INCOME taX ............ccovrrmversiececermenacans 447] . 02 - 0. - 810) 0.3 - 229 0.1 -
Returns with total income tax: |
Total 198,161] | 99.§| 1100.0 248,740 99. 100.G 99.7] 100.0; 99. 100.0
Ratio o |
Under 5 percent 152 . 0.1 01 0.1 0.1 0.1 0.1 0.1
5 under 10 percent 335 | 0.2 . 02 0.1 0.2} 0.3} 0.1 0.2
10 under 15 percent. 798| 0.4 0.6 0. 0.4] 0.7] 0.1 03
15 under 20 percent. 451 0.2 0.9 0.2) 0.4 1.1 0.2 0.5
20 ‘under 25 percent. 814 . 0.4] -1.3] Q.A 0. 21 0.2] 07
25 under 30 percent. 998( | 0.5 1.8] 2941 1. 1. 3. 0. 1.0
30 under 35 percent. 1,631 ¢ 0.8, 2.6 3,946 1!. 2. 8. 0. 1.5
35 ‘under 40 percent. 2503] , 1.3 3.9 12,9 5. 7. 14.4] 0. 23
40 under 45 percent. 3452 | 1.7 5.6] 44,732 1810} 16.0| 30.4 1.4 6
45 under 50 percent. 4124 21 77 174 69| 6.4 36. 1. 5.1
. 50 under 60 percent. 12,065) 6.1 13.8) 25,846 10! 104 47. 4 98
< 60 under 70 percent. 21,0271 10.6} 244 27,56 1h © 85 115 58 8 18.4
70 under 80 percent. 41,844 211 455 38,48 15s] . 15 74.3 19. 37.9
80 percent or more .. 107,967 54.5] 100.0 72,655 29 100. 25 100. 82.1 100.0

NOTE: Detait may not add fo total because of rounding.
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Table 4 — Returns With and Without Modified Total Income Tax and With Income $200,000 or More Under Alternative Concepts:
Ratio of Taxable Income to Specified Alternative Income

(Al figures are estimates based on samples)

Distribution of Returns by

Adjusted gross income Expanded income Ag!:::s‘:;dedgrgs ;;‘;?;c‘::s Ad'“ﬁ::’m 'l':‘f:::' less
Specified items Number Percent Cumulative Number Percent Cumulative Number Percent Cumulative Number Percent Cumulative
of of percent of of percent ot of percent ot of percent
reiurns total of total returns total of tota returns total of total returns . totai of total
(1) {2) Q) 4) (5) (] 7) 8) 9 (10) {11 (12}
Total 198,608 100.0 - 249,319 100. - 262,453 1060 - 187,321 100.0 -
Returns without modified total income tax ....................... 321 0.2] - 437 0.2 - 663 0.3 - 108 0.1 -
Returns with modified total income tax:
198,287 99.8 100.0} 248,882 99.8} 100.0] 261,790] 99.7 100.0; 187.213 99.9] 100.0
Ratio of taxable income to altemative income:
Under 5 percent 144 0.1 0.1 168, 0.1 0.1 0.1 0.4 9% 0.1 0.1
5 under 10 percent . 187| 01 0.2 84 () 01 0.1 02 63 () 0.t
10 under 15 percent 592 0.3] C.5] 355 0.1 0.2 0.3] 0.6 58 () 0.1
15 under 20 percent an 0.2 0.7 539 0.2 0.5 0.4 1.0 29! 0.2 0.3
20 under 25 percent 622 0.3 1.0j 766 0.3 0.8 0.8) 1.8 221 0.1 0.4
25 under 30 percent 968 0.5 1.5) 2,742 1.1 1.9] 1.8} 36{ 551 0.3 0.7
30 under 35 percent 1,601 0.8 2.3 3,924 1.6 3.4 2.8] 6.4 83 0.4 11
35 under 40 percent. 1,899 1.0 3.2 12,204 4.9 8.4 7.5 13.9] 1,124 0.6{ 1.7
40 under 45 percent.. 3,828 1.9 5.2 45,439 18.3] 26.6 16.1 30.0 2,633 1.4 3.1
45 under 50 percent.. 4,083 21 7.2 17,043 6.8 33.9) 6.4 36.4] 2,830 1.5] 4.7
50 under 60 percent.. 11,0351 5.6] 12.8] 25,096 10.1 435 10.2] 46.6] 8,03 4.3 8.9
60 under 70 percent.. 21,218 10.7| 23.5 27.681 1.1 54.7 11.5] 58.1 16,531 8.8] 178
70 under B0 percent 42,264/ 21.3 448 39,099 15.7] 70.4 15.71 73.8 36,328 19.4] 37.2
80 percent or more ... 109,445 55.2] 100.0) 73.742 29.6} 100.0} 26.2] 100.0} 117,598 62. 100.0

() Less than 0.05 percent.

NOTE: Detail may not add to total because of rounding.
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Table 5 — Returhs With and WIthout Total Income, Tax and WIth lncome 3200 000 or More Under Alternative Concepts: Income, Deductions, Credits and Tax.

Classified by Tax Status
(All figures are estimates based on samples—money amounts are” m thousands of dollars)

9

Returns wiith adjusted gross income $200,000 or more |

Returns with expanded income $200,000 or more

, Total Returns with Returns without Total Returns with Returns without
ota total income tax total income tax rotal total income tax otal income tax
Amount Number of Amount Number o Amount Number of Amount Nurmber of Amount Number of Amount
(2} 3) 4 {5) | 6) {7) {8) (9) {10) (12)

Salaries and wWages...............cciiiii s 36,614,261 160,559 36,544,453 24) 69,807 191,714 38,673,28 191,301 38,617,818 413 55.467
Business or profession: - 1 A .

Net income . 4,457,696 33,658 4,444,396 89 13,301 42,736 4,858,58. 42,635 4,840,815 100 17,767

Net loss 1,008,550 21,896 989,098, 82| 19,452 29,545] 1.347,048] 29,380 1,312,903 165] 34,145
Farm: i

Net income ... 282,180 4361 2809868 - ! 1d 1,194 4,736 294 633 4,734 294,206 b+ 427

Net loss’ 930,767| 14,222 919.482] ] 54 11,285 18,865 1,264,689 18,826 1,253,845 39 10,843
Partnership: ] .

Net income 6,959,196 58,649 6,929,714 104 29,483 71,185 7,336,437 a1 7312, 64) 24138

Net loss ! 5,733,846 81,499 5,683,564, 202] 50,282, 100,865 7.306,819 100,639 7.259.077| 2 47,742
Small Business Corporation: c 1 .

Net income . ! 4,468,187, 24,185 4,464,339, 132 3,848 27.477] 4,559,992 27,453 4,557,432 24 2.560

Net loss ) 1,005,139 19,360 990,768 * 190 14,372 24,436 1.346 .61 24 ,334] 1.316,58% 102 30,030
Sales of capital assets: ’ ) J .

Net gain ... 20,407,204 136,958 - . 20,371,576 232 35,627 188,662 25,061,97: 24,960,043 439 101,930

Net loss ... . 69,461 29,487 69,343 ag 118] 28,825 67,757, 67,679 33 77
Sales of property other than capital assets: I . |

Net gain ... 432,317, 16,413 430,888 |'39 1,428 22,651 550,864 547,781 46 3.082

Net loss 137,993 14,182 136,184 I47 ‘1,809 17,683 185,328 175,399, 62\ 9,929
Interest received . . 8,332,704, 194,894 8,257,039 422 75,665 245,027| .9.502,334] 9,464,256 " 556 -38.078
Dividends in AGI ' 711,028,785(, 165,458, 10,962,796 316 65,989 206,699 11,837.87 11,804,5! 303 ' 33.286
Pensions and annuities in AGI .. | 537,349 26,195 536.713, laa 6361 35,561 673.21 672,727 21 483
Rent: . | . . :‘J )

Net. income 1,868,568{ 43,804 1.863,815‘ 78| .- 4753 53 364 1,989,879 1,885,900 1 3978

Net loss ... . 1,348,968 53,332 1,340,683 1186 8,285 67,969 ,1.787,90 1.772.481 227| "15,426
Royalty: , : . . BN . . .

Net-income B 1,895,571 25,461 1,890,178 54 . 5,393 30,3654 2,057.71 2,052 .49 5217

Net loss ... , 49,038 2,653 48,97 ‘\f 4 3,601 58,691 58,63 59
Estate or trus! X g

Net income : 1,277,942 26,000] 1,273,364 53 - 4,578 34,571 1,390,077, 3.559

Net loss ... 58,048 2,355 56,427| 1'3 - 1,622 2,887|. 85,743 °1.290
State income tax-: refunds ... f 329.777] 70,279 328,266, . 103 Lo 1511 85371 365,425 935
Windfall profit tax refunds .. 22,036| . 9,441 . ».22,013 S50 . 22| 11,846 27.66! F«]
windfall profit tax \mlhheld | -279.944] 39,649) - 279,155 YL | B 7e9| " 47,284 . 311,68 79 .
Alimony received........ " 25563 S R i o j 602| 29,010 _ 300

- 71,336 . : b BE " 1,373 3.661 1

Olhe! income .. | .1.055919) 40,668, 1,045,615 v, 128 10,304 48,847 1,153,140 9.07t
Other loss....... ' .466,595) - 5,287 . 452,73 §5|. - 13,865 8,524 - 834,610 43.766
Total statutory ad!ustments. 1300301 - 145,431 1,297,11 19|9 T 3,185 174,055 1,482,873} 5812
Expanded income ............. 113 325,111 198,161 . 113,221,229 446] 103,882 249,319 127.604,413] 215,844
AG! plus excluded tax preferences . 1 '16,980,170 198,161 116,758,299 447 221,870} 24¢ 319 131,194,614] 243,925
AGI less ‘investment interest 84,131,884 198,160 84,049,378 446 - " 82,506 249,236 90,862,720] ° 73.180
Investment interest per AGI concept .. 3,561,067 150,369]' 3,444 819 365 116,247 184,993 3,505,3f 27,290
Investment interest per alternative income concept 3.561,067 150369 - . 3,444,819 365 116,247 185,113 3.590.201 28,081
Tax pretefences excluded’ I‘rom adjusted gross incorm i

Total .oovnniiiiiiii . 29,287,219| - 179,558 29,264,102 352] 23,117 231,229 36,826,533 143,455

Excluded long-term - capitat gai 27,877,389 131,694) 27,854,321 . 199 23,063 183,770 34,647, 718‘ 143,413

Dividend exclusion . 28 ,437] 161,716 28,386 295] RN} 202,640| 35,501 38

Alt other .............. 13,661,535 24,758 13,661,535 —; . - 53,831 19,052,358 -

' . [ .

Adjusted gross income . - 87,6929 198,161 87.494,197] 447 . 198,753 24931& 94,368,081 100.470

Footnote(s) at end of table.
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Table 5 — Returns With and Without Total income Tax and With Income $200,000 or More Under Alternative Concepts:

Classified by Tax Status — Continued

(ANl figures are estimates based on samples—money amounts are in thousands of doilars)

Income, Deductions, Credits and Tax,

Returns with adjusted gross income $200.000 or more

Returns with expanded income $200,000 or more

Returns with

Raturns without

Returns with

Returns without

Item Total total income tax total income tax Total total income tax total income tax
i f g Number of Num| f Ni f
Nt:g::’er:sol Amount N':etﬁ:s Amount N‘:zs’,enso' Amount ‘:mm‘s" Amount l:elgrer:so Amount ':2;:::30 Amount
() {2 3 @) (5) (6) o 8) 9 (10) (Al {12)
EXemption amount .............oooiiiiiiiiii e 198,608 672,952 198,161 671,405 447 1,547 249,319 835,551 248,740; 833,672 579 1,879
Itemized deductions:
Total per AGI concept 196,609 17,753,516 196,207 17,543,257 402] 210,259 244,203 18,992,443 243,806 18,886,041 397 106,401
Total per alternative income concept 196,609 17,753.516] 196,207| 17.543,257 402 210.259] 244,203 15,402,242 243,806 15,323,922 397 78.320
Contributions deduction 192,543 4,382,781 192,189 4,368,221 354 14,560 238,630] 4,763,754 238,288/ 4.755.36(1 342 8,393
Interest paid deduction:
Total per AGI concept 172,423 5,677,905 172,035 5,521,695/ 388 156.210) 212,155 5,797,125 211,794 5.742,052) 55,073
Tota! per aiternative income concept 172,423 5.677.905 172,035 5,521,695 388 156,210 164,633 2,206,924 164.341 2,179,933 26.991
Total home mortgage interest......... 118,705 1,410,345 118,427 1,395,690 278 14,654 144,651 1,622,480 144,388 1610371 12,108
Investment interest exceeding investment income per AGI
COMEEPL ... oo iiniiiee e e e e et 81,796 706,494/ 81,559 6811 eq 237, 25.308‘ 97.693 669,284 97,565‘ 653.61(1 15,674
interest ding i income per
alternative income concept.. 81,796 706,494 81,559 681,186 237 25,308 96,451 584,444 96,324 569,561 14,883
Medicat and dental expense deduction 6,132] 135,430; 6,111 134,119 21 131 11.219 178,459 11,166 177,383] 1,076
Net casuaity or theft loss deduction 538 47,846 511 38,724 27| 9,122 837| 47,039 813 38,118 8,921
Taxes paid deduction ...... 196,502 6,162,792} 196,113 6,151,368 389, 11,423 244,096 6.704,097 243.710] 6,696.69! 7.402
Miscellaneous deductions . 168,529 1,346,761 168,201 1,329,128 328 17.633 208,538 1,501,969 208,172 1,476,433 25,537
Excess itemized deductions . 196,523 17,115,854 196.121 16,906,881 402 208,973 243,967 18,202,312 243,570 18,097.,03 105,273
Zero bracket amount.......... 198,608 644,105/ 198,161 642,672 447| 1,433 249,319 806,901 248,740 805,169 1,733
Excess of exemptions and deductions over AGI.. 980 133,925 683 73.781 297| 60,144 2,719 366.518 2.334] 327,488 59,030
Taxable income:
As computed under current law ... 197,726 70,035,177 197,560 69,987,726 166} 47,450 246,655 75.723,484| 246,451 75.671.774| 51,710
As computed under prior law 197,628 69,394,027 197.478] 69,347,083 150) 46,944 246,600 74,925,222 246,406 74,874,095 51,127
Tax at normal rates ... 197.628| 32,036,490 197,478 32,014,817 150 21,674 246,600| 34,171,498 246,406 34,148,103 23,395
Tax savings........... 38,625 261,364 38,609 261111 16| 254 63,1564 377.531 63,106 376.737] 793
Income tax before credits ... 197,632 31,875,787, 197,482 31,854,366 150} 21421 246,615] 33.925.977] 246,421 33,903.375) 22,603
Tax credits:
Total ... 154,143 1,099,250 153,993 1,077,829 150 21.421 187,523 1,189,358 187,329 1,166,755 194 22,603
Foreign tax cre 24,216 182,736, 24,090 161,689 126 21,048 28,195 187,228] 28,053 142 21,932
Investment credi 13,71 870,293 113,682 869,919 29| 373 137,680 951,803 137.626( 54 670
Jobs credit......... 3,345 20,221 3.345 20,221 - — 3.919 21.687| 3,919 - -
Minimum tax reported on Form 1040 .. 98] 3,810) 98 3,810] - - 436 7.327 436} — -
Alternative minimum tax reported on Form 1040 .. 24,965 955,102 24,965 955,102 - — 53,83 1,566,405 53.838| - -
Totat income tax:
Taxes paid to the U.S 198,161 31,735,448 198,161 31,735,448 — - 248.74 34,310,352 248.740) - -
Foreign taxes paid.... - - - - - - - - - - -
Taxable income which would yiel
tncome tax before credits ... 197,63 69,117,112 197,48 69,070.510) 150§ 46,603 246,61 74,481,334/ 246.421 194 49,766
Income tax atter credits 196,936 66,880,288 196,936 66,880,288 - — 244,474 72,018,206 244,474 - -
Totzl income tax 198,161 68,857,424 198.161 68,857,424 —_ - 248,740 75.367,497| 248,740 — -

*Estimate should be used with caution because of the small number of sample returns on which it is based.

+Data deleted to avoid of for specific taxpay

Deteted data are included in the appropniate totals.
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Table 6 — Returns With. and Without Modlfled"Totél Income Tax and With-Income ‘$200,0

and Tax, Classified by Tax Status

i

(Al figures are estimafes based on samples—money amounts are in thousands of dollars)

)00 or More Under Alternative Concepts: income, Deductions, Credits

Returns with

—

gross income $200,000 or more

Returns with expanded. income $200.000 or more

Toial Returns with modified Returnsiwithout modified Total Returns with moditied * Returns without
tem . . “total .income tax total income tax ; total, income tax total income tax
Number of : Number of : Number of Number of Number of Number of
‘:g;ums Amount re(uri:s Amount veturns | Amount roturns Amount returns Amaunt raturns Amount
. {1 2 . 13- (4) 5 | (6} 7 8) . 9 . (10) (1) (12)
Salaries and wages 160,883[: 36,614,261 160,664, 36,570.903] 219 43,358, 191,714 38.673.285( 191,425 38.645,067| 289 28,218
Business or profession: . ] ’ ’
Net income ... 33,7471 4,457,696 33,672 4,451,279 75 6,417 42,736 4,858,582 42,650] 4,847,699 86 10,883
Net loss 21,978 1,008,550 . 21,907 989,953 171 18,597 _29.545 1,347,048 29,388? 1.313.58q 157| 33,462
Farm: . . '
- Net income . 4,371], 282,180 4,361 . 280,986 10 1,194 4,736 294,633 4,734 294,206 427
Net loss 14,276 930,767 14,237 920,025 139 10,741 18,865, 1,264,689 18.840 1,254,377 © 10,312
Partnership: , |
Net income 58,753 6,959,196 58,672, 6.943,564] 81 15,633 71,185 7.336,437| 71,140 7.325,597| 10,839
Net toss .......... 81,701 5,733,846 . 81,532 5,685,086 169 48,760 100.865| 7.306.8 19 100,671 7.260,587 46,232
Small Business Corporation . . !
Net income . 24217, 4,468,187 24,186] - | 4,464,348 31 3,838 27,477, 4,559,992 27,454 4,557, 441 2.551
Net loss 19,450 1,005,139 19,370 ‘991,859 80 13,280 24,4364 1,346,617 24,342 1.317.33 29,282
Sales of capital assets: ' .
Net gain .. 137,190t . 20,407.204] 137.001 20.374,083 89| 33,157] 188,662 25,061,973 188.286{ 24,964,135 97.838
Net loss .. . 29,535 69.461 29,513 69,4 122 55] 28,825) 67757 28,815 67,733 23
Sales of property other than capital -assets: .
Net gain .. " " 16,452 432,317] 16,417 430,923 . 135 1,394 22,651 550,864 547,809 t 3,054
Net loss .. 14,229 137,993 14,186 © 136,197 {43] . 1,796 17,683 185,328, . 175,413 9916
Interest received 195,316| | 8,332,704 195,014 8,259,997 302| 72,707 ‘245,027 9,502,334|. 9,467,213 35.121
Dividends in AGI .. 165,774] 11,028,785 165,544 10,965,928 230§ 62,857 206,699 11,837,876 11.808.699 29177
Pensions and annuities in AGI . 26,228] . 537,349 26,201 536,767 127] 583 35,561 673,210 672,781 429
Rent: .
Net income . 43,882 ' 1,868,568 43,819 1,864,716 63 3,852 53,364| 1,989,879 1,986,784 3,094
Net loss ' 53.518| ; 1,348,968, 53.397| 1,341,613 121 7,355] 67,969 1,787,907 1,773,651 14,256
Royalty: : 1
Net income . 25515] | 1,895,571 25.467| 1,890,803 ,|48 4,768 30,365 2,057,712 4592
Net ‘loss 2,660 , 49,038 H + + 3,60t 58,691 47
Estate or trust: . -
Net income . 26,053 1,277,942 26,0081 1,273,705 45 4,237 3457 1.390.077] 3.219
Net foss ................ 2.369| 58.,048] 2,356 57.333 |12 715 2,887 © 85,743 °383
State income tax. refunds 70.382| © 329,777] 70,288 328,320 94 1,457 8537 365,425 864
Windfall profit tax refunds . 9.456) - . 22,036 9.445 22,017] IRl 19 11,848 . 27,665 *20
windfall profit tax withheld 39.723 - 279,944 - 39,662 279,190 61 755 47,284 + 311,68 686
Alimony received ........... 486| 25,583 B ( 1 A 4 60, 29,010 300
Unemployment compensation 589| . 1.33 + K + + 1,373 3,661 1
Other income....: 40,796} * 1,055,919 40,694 1,047,424 102] 8,495 48 847 1.153,14 7.355
Other loss ... 5,342| i 466,595 5311 * 454,679 N 11.916 8,524 834,610 40.334
Totat statutory adjustments 145,630 ' 1,300,301 145,501 1,297,702 l|29 2,599 174,055] 1482873 5.243
. Expanded income ....... e, 198,607| 113,325,111 198,287| 113,274,163] 320] 50,948 249,319 127,604,413 158.314
AGI plus excluded. tax preferences . 198.608| 116,980,170 198,287) 116,812,858, 321 167,312 249,319 131,194,614 185,284
AGI less investment interest ....... 198,606 84,131,884 198,286 84,098,834 320 33,050 249,236 90,862,7204 21,642
Investment interest per AGI concept " 150,734 -+ 3,561,067 150,437| 3,446,426 297 114,641 184,993 3.505,360; 26.198
Investment interest per alternative income concept .. 150,734 | 3,561,067 150,437 . 3,446,426 297| 114,641 185,113 3,590,201 26.969
Tax preferences éxcluded trom, adjusted gross income: .
Total 179,910 29,287,219 179,640 29,267,599 270 19,621 231,229 36.826,533] 230,827 36,689.087] 137.446
Excluded long-term capital gains . 131,893 27,877,389 131,731 27,857.810] 162 19,579 183,770] 34,647,771 183,396| 34,510,302 137,417
Dividend exclusion ... 162.011 ; 28,437 161,783 . 28,398 228 40, 202,640 35.501 202.443 35,473 27
All other : . . 24,758| , 13,661,535 24,758 13,661.535) i— - 53.831 19,052,358 53,831 19,052,358 -
Adjusted gross iNCOME ...................ccccniiiiiiiiiiiine, 198,608 . 87,692,950 198,287 87,545,259 321 147691 249.31dL 94.368.081 248.882] 94,320.243] 47,838

Footnote(s) at end of table.
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Table 6 — Returns With and Without Modified Total Income Tax and With Income $200,000 or More Under Alternative Concepts:

and Tax, Classified by Tax Status — Continued

(All figures are estimates based on samples—money amounts are in thousands of dollars)

Income, Deductions, Credits

Returns with adjusted gross income $200,000 or more Returns with expanded income $200.000 or more
Total Returns with modified Returns without modified Totat Returns with modified Returns without modified
item total income tax total income tax total income tax totai income tax
mber Num| r of Ni 4
N':g;m:sc" Amount N‘:g‘(ms‘" Amount Nl:etsrenso' Amount k:et:fr:so‘ Amount N':g:::’nso Amount ‘:m;’ Amount
(1) 2) 3) ) (5) 6) (7 8) 9 (10 1) (12)
ExemPHion @MOUNT ... ..ot 198,608 672,952 198,287| 671,849 321 1,103} 249,319 835,551 248,882 834,222 437 1,329
Itemized deductions:
Total per AGI concept 196,609 17,753,516 196,289 17,548,022 320 205.493; 244,203 18,992,443 243.904] 18,890,152 299 102,291
Total per alternative income concept 196,609 17,753,516 196,289 17,548,022 320f 205,493 244,203 15,402,242 243,904 15,326,920} 299 75,322
Contributions deduction 192,543 4,382,781 192,253 4,368,658 290 14,123 238,630 4,763,754 238,348 4,755.771 282 7.983
interest paid deduction:
Total per AGI concept 172,423 5,677,905 172112 5,524,252 3n 153,653 212.155] 5,797,125 211,866 5.743,944 289 53,180
Total per alternative income concept 172,423 5.677,905 172,112 5,524,25, 311 153,653, 164,633 2,206,924] ° 164,396 2,180,713 237 26,211
Total home mortgage interest . 118,705 1,410,345] 118,473 1,396,325 232 14,019 144,651 1,622,480] 144,429 1,610,930 222 11,550
Ir it interest ding i 1t income per AG!
CONCEPY ...ttt bbb 81,796 706,494 81,595 681,501 201 24,993 97,693 669,284/ 97.596| 653.851 97| 15,434
ir interest income per
alternative income concept 81,796 706,494 81,595 681,501 201 24,993 96,451 584,444 96,355 569.783] 96( 14,661
Medical and dental expense deduction 6,132 135,430 6,117 134,149 15 1,281 11,219 178,459 11,172 177.413] 47 1,046
Net casualty or theft loss deduction ... 538 47,846 511 38,724 27| 9,122 837 47,039 813 38,116 24 B.921
Taxes paid deduction .... 196,502 6,162,792 196,189 6,152,696 313] 10,055] 244,096 6,704,097| 243,80 6.698,091 294 6,006
Miscellaneous deductions 168,529 1,346,761 168,270 1,329,543 259 17,219 208,538 1,501,969 208.257| 1_476,6‘5‘ 281 25,155
Excess itemized deductions 196,523 17,115,854 196,203 16,911,384 320 204,470 243,967 18,202,312 243,668 18,100,833 299 101,479
Zero bracket amount... 198,608 644,105 198,287 643,079 321 1,027] 249,319 806,801 248,882 805,630 437 1272
Excess of exemptions ani uctions over 980 133,925 683 73,781 297 60,144 2,719 386,518 2,334 327,488 385 59,030
Taxable income:
As computed under current law . 197,726 70,035,177, 197.686 70,033,842 40) 1,335 246,655 75,723,484 246,593 75.720.063 62 3.421
As computed under prior faw.. 197,628 69,394,027 197,604 69,392,792 24 1,236 246,600 74,925,222 246,548 74,921,923 52 3.299
Tax at normal rates 197,628 32,036,490 197,604 32,036,048 24 442 246,600 34,171,498 246,548 34,170,160 5. 1,338
Tax savings.......... 38,625( 261,364} 38.619) 261,237 (T 127 63.156‘ 377.531 63,115 376,86 41 *669
income tax before credits 197,632 31,875,787 197.608] 31,875,472 24 315) 246,615 33,925,977| 246,563 33.925,308 52| 670
Tax credits:
147,514 916,513 147,490 916,198 24 315 179,871 1,002,129 179.81 1,001,460} 52] 670
Foreign tax credi - — — — - — — — _ — — -
Investment credit 113,71 870,293 113,687 869,977 24 315| 137,680 951,803 137,628 951,133 52 670
Jobs credit 3,345 20,221 3.345 20,221 - — 3.919] 21,687 391 21.687| - -
Minimum tax reported on Form 1040 98 3.810 98 3.810 — — 436} 7.327| 43 7,327 - -
Alternative minimum tax reported on Form 1040 24,965 955,102 24,965] 955,102 - - 53,838 1.566,405; 53,838 1,566,405 - —
Total income tax:
Taxes paid to the U.S. 198,287 31,918,185 198,287 31,918,185] —_ —_ 248,882 34,497,580 248,882 34,497,280 —_ -
Foreign taxes paid... 24,218 182,736 24,216 182,736 — — 28.195] 187.228) 28,19 187.228) - -
Taxable income which would yiel
Income tax betore credits . 197,632 69,117,112 197,608 69,116,127 24| 9864 246.615) 74,481,334 246,563 74,479,283 §2| 2,051
Income iax after credits.... 197,089 67.253,968 197.089 67,253,968 - - 244,925 72,404,422 244,925 72,404,422 - -
Total iNCOME 1AX .......c.oiiiiieieiiiiiiinie ittt 198,287] 69,230,050, 198,287| 69,230,050 — — 248,882 75,749,857 248,882, 75.749.857] — —

*Estimate should be used with caution because of the small number of sample returns on which it 1s based.

tData deleted to avoid disclosure of i

N tor specific Deleted data are included in the appropnate totals.
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Table 7 — Returns With.and WIthout Total Income Tax and With-Income $200,000 or More Under Alternative . - .
Concepts: Number of Retums and .Percents . Classlﬂed by.Iitem With Largest .Tax Effect and. by .Item- With Second- Largest Tax

Effect . .
(Al figures are esti based on plas) ; _ - e
——— R = ....: . o l R ltem with the largest tax effect
: ’ v D R ’ T it doduction ) s i N . Medical and dental
. Item with second largest tax effect.> : . Tow: . Interest paid deduction | Taxes paid G > ; . expense deduction
- i PR s ‘[ Percent ot | "Number of | .Percent of "] "Number of | Percont of | Number of | Percent of |.Number of | Percent of
N M . total" .returns . lotal returns N total returns total returns . total
i - o B . @ 3 w.” 17w N ) ® | @ (10)
Returis With L oo . : IR R
Income Tax : Lo -
Returns with adjusted gross income . . . . R I i L
. $200,000 or more - N . :J . . CE
_ Total..... ; K e 198,161 100.0 56,190 28.4 91,17 460 28371 14.3 1,763 . 09
Interest paid deduction 51,267 25.9) — -— 38,597 42.3 6,248} 22.0] <1364 <77
Taxes paid deduction .. 63,559 32.1 36,801 65.5) - — - 16,731 59.01 1,094 - 621
Contrlbutlons deducuon 45,360 22.9| 9,054 . 16.1 33,08 36.3 - - 246 ., .14.0,.
ical and dental exp deduction . 1,282 < 0.6 106‘. 0.2 - 475 , 0.5 30 o s. = -
Net casualty or theft loss deduction 75] () AN 0.1 38 O () = — -
Miscellaneous deductions ... 18,737 9 4,160} 7.4 11,47 2.6 2,394 8.4 260 147
Foreign tax credit 1, 0. 000 . .05 48 0. 300 1.1 t t -
Investment credi 13,91 7.0 4,686 - 8.3 6,71 7.4 . 2301 . 8.1 - ot
Jobs credit .. 21 0.1 a7 - 0.1 L2 () 50] 0.2) — oy —
No second lavge 2,644, . 1.3 1,019] - 1.8 275 03 40 0.1 o=l .. —
: Returns wim expanded income L . A P TP Cw, H
. $200,000 or more : ) z : : . : . - B A
. Total....x . R 248,740 . 100. 68,401 gz.ﬂ 12,378 . 45.2 36,018 18, 2541 . 10
interest paid deduction . : 63,1 - 254 1. " 44,947 40.0| 7.9364 22. 3064 Loer 120
Taxes paid deduction 78,294 31,54 44,863 65.61 —_ P~ 20,830 57.8 1322 . - - (520
Contnbunons deduction . 56,105 2261 10.1 14.9| 42,0731 . 37.4 — - . i 13.5
Medical and dental exp d 2,248 0.9 -139 - 0.2 730 0.6 T 829 Lo 23, - L. o"—

. Net casualty or theft loss deductnon 79] O 3t () 39| SO 5 {1 - .
Miscellaneous deductions .. 24011 9.7| 4,77 - 1.0 15,252 13. 2,998 8.3 . 504 198 --
Foreign tax credit .. 1,420 0.6} 307] 0.4 644 0.6 301 0.8 1] () -
Investment credit. lG.Zl.’q . 6.5 4,332 6.3 8,327 . 7.4 2,954 8.2, 65( T 26
Jobs Credit ...... 279 0.1 64 0.1 29| ) . 50 0.1} — ) —_
No second larges 6,9¢ 2.8 3,694 - 5.4 334 .03 115) 0.3 ;o= =

Returns Without Total . o . ’ ' Joo e L
income Tax . L ) © R
Returns with -adjusted gross income ) X - ! : B PR s
. owormofe IS [ — = - = ST R )

= ~Total . © 4T 100.0; 271 60.6 - 3 .oLer 10 . 29 4 0.9
Interest paid deduction . - 7§ 17.0 . -1 — Ri + H ot e —
Taxes paid deduction 144 322 .. 123 45.4] 5= - 4 1 —].- -
Contributions deduction. 118} - 2614 101 37.3] 1 oA - - - H .t
Medical and dental exp. deduction - 3 I ¥/ B 4 .- + 4 — .-
Net casualty or theft loss deductlon 3] ;0.7 k! 1.1 — — -

Miscellaneous deductions . .36 . 8.1 30 11 - — — - -4
Foreign tax credit .. LT 1.6 & 2.2 H 1 —_ — - —_
Investment credit . - 7| .1.§ 5 ... 1.8} - — - b 1| - -
Jobs.credit ... — . - L= - — — - -
No second largest item 53 11.9 + - H — ;—_ - — -
Returns with expanded income ’ . ’ ) o, . . . . . -
200,000 or more J | : J . . . .

. Total . : 57/ 100 27 47.2 0.7 [ 1.4 4 0.7’
Interest paid deduction . 183} 3t - - 1 25.0) 5i 62.5) - R
Taxes paid deduction 90(: 15.5 49| 17.9) — — : 1 12.5) — -
Contributions deduction. 82|. 14.2 65 23.8] 2 50.0| - 2 50.0
Medical and dental, expense deduction 1 .0 - - - —_ 1 1280 . - [
Net casualty or theft loss deduction 2 -0.3 2 0.7] —_ — - e - =
Miscellaneous deductions . 22 3.8 17| 6.2] —_ — - - 2| 500+
Foreign- tax credit 3| 0.5 3 0.7 1 25.0 - - -
Investment cred ki 0.5 1 0.4 - - 1 12.5} - -
Jobs credit ...... — -~ - — —_ - —_ .
No second lai 193] 33.3 137] 50.2] . - - - -] - —f - =}-- —) v 7 f—

of table.

Footnote(s) “at




Table 7 — Returns With and Without Total Income Tax and With Income $200,000 or More U
Concepts: Number of Returns and Percents Classified by item With Largest Tax Effect and b

Eftect — Continued

(Al figures are estimates based on samples)

individua! Returns/1983

nder Alternative
y item With Second Largest Tax

I —— e
—_—— e e

iten with the largest tax effect — Continued

Net casualty or
ltem with second largest tax etfect theft loss deduction Miscelianeous deductions Forewgn tax cred Investment credd Jobs credit
Number of Percont ot Number of Percent of Number of Percent of Number of Petcent of Number of Percent of
" raturns total returns total returns lol_ll returns total returns total
an {12) (13} (14} {15) {16) un (18) (19) {20)
Return With Total
Income Tax
Retums with adjusted gross income
200,000 or more
TOMBY ...cvviviccrentrniiranerareneraeranannsrcasssnsnenassaserasaanane 131 0.1 5,947 3.0 1,551 0. 12,79 6.5 243 0.1
Interest paid deduction 93] 7.0 1,639 27.64 587| 7 3.848] 30.1 119 490
Taxes paid deduction .. 9| 6.9; 3.065] 515§ 521 3. 5,324 41.6 14 58
Contributions deduction 23 17.6f 919 15.54 69 4.4 1,951 15.3] + +
Medical and dental expense deduction — - 2361 4.0 13 8. 24 0.2} 4 t
Net casualty or theft loss deduction.... - - # H — - — — — —
Miscellaneous deductions 6 4.6 - - 9 6.4 343 27| - -
Foreign tax credit .. - = 5 0.1 - - 19# 0.1 - -
Investment credit — - 77 1.3 1 1.2] - - 98] 40.3
Jobs credit ........ - - - - - — 94 0.7] - -
No second largest item - - + 4 1" 7.7| 1,189 9.3 + +
with d
$200,000 or more
Total 1 Izj ( 8,0304 3.2 1,906 0.8 19.020H 7.6H 335 0.1
Interest paid deduction 7 65.8§ 2,208 27.5 574 30.1 6,997 36.8; 93 278
Taxes paid deduction .. 10] 8.8 4,084 50.9| 701 36.8] 6.452} 339 32 9.6
Contributions deduction.. 23 2n.2) 1,048 131 708 3.7 2,346 12.3 6 18
Medical and dental expense deduction — — 387 4.8 138] 7.2] 24 0.1 1 0.3
Net casualty or theft loss deduction. - - 1 ) -— - —_ _ —_ -
Miscellaneous deductions 6 52 - - 121 6.3 355 1.9) - -
Foreign tax credit - - 5 0.1 —_ — 16 0.9 - —
Investment credit - _ 292| 3.6 43 2.3 —_ — 202] 60.3
Jobs credit........ - - - - — - 13 0.7 - —
No second largest item . - - 5 0 259 13.6{ 2,548 13.4 1 03
Returns Without Total
Income Tax
f with ad| d gross
$200,000 or more
Total.... 23] 5.1 17 3.8 115 25.7| 4 0.9 - -
Interest paid deduction .. 17 73.9 7 41.2] 42 36. # 4 —
Taxes paid deduction . Ly 4 51 29.4 10 8.7] A + — -
Contributions deduction .. + 4 t H 1 10.4 — — —
Medical and dental expense deduction — - — — — — - — - —
Net casualty or theft loss deduction - —_ - P — -_— _ _ —
Miscellaneous deductions + i —_ —_ 3 2.6 —_ — — —_
Foreign tax credit . — - - - - — - _ _ —
Investment credit — -— | # —_ — . — —_ —_
Jobs credit....... —_ - - - — —_ - — — .
No second largest item . - - H 4 4 41.7] 4 + —_
Returns with expanded income
$200,000 or more
Total ... 22 3.9 91 15.7] 137| 23.7| 401 6.9 -— -
Interest paid deduction .. 16 72.7] 81 89.0] 41 29.9| 39] 97.95] —
Taxes paid deduction . 4 18.2 5 5.9 aNn 22.6 - - - -
Contributions deduction .. 1 4.5 1 1.1 tH 8.0 - -_ - -
Medical and dental expense deduction . — —_ -— — - —_ — - _ .
Net casuaity or theft loss deduction —_ - —_ —_ —_ — — — —
Miscellaneous deductions . 1 4.5 — - 2] 1.5] - - — —
Foreign tax credit . —_ - —_ — — — _ — — -
investment credit — — 1 1.1 - — - — _ _
Jobs credit ....... — — — — —_ - — —_ — -
No second largest item . — - 3 3.9 52 38.0) 1 2.5) - —

{ JLess than 0.05 percent.

+Data deleted to avoid dislosure of information of specific taxpayers. Deleted data are included in the appropriate totals.

NOTE: Detail may noi add to total because of rounding.
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Table 8 —Retums With and Without Modifled. Tota! Income Tax and With Income $200,000 or Moro Under. Alternative

Concepts: Number of Returns and Percents Classified by Item With Largest Tax Effect and by Item With Second Largest Tax .

Effect .
|
(All figures are estimates based on samples) {
- - ltem with the largest tax_effect .
. - . . Medsical and dental
ftem with second largest tax effect '. -Tota! Interest paid deduction _Taxes paid C d expense daduction
Number -of Percen! of Number of | Percent of Number of Percent of Number of Percent of Number of Percent of
returns total returns total returns total returns * total returns total
B ) - R ) @ (3) (] 5 6) N (8) 9 (10)
Returns With Modified Total ’ .
Income Tax .
Returns with adjusted gross Incomo
$200,000 or more .
. Total ......... 198,287 1oo.o” 56,994 28.7] 91,706 46.2| 28,45 14.3 1,901 1.0
\ Interest paid deduction . 51,421 25.9) —_ - 39,220 'a2 6,289 221 13 7.2
“Taxes paid deduction 64,2931 32.4 37.577] 65.9] — - 17,028 59.8] 1,233 64.9
ntributions deduction . 45,583 23.0] 9,:37| 16.0{ 33,290 36.3; — - - 24 , 129
Medical and dental expense deduction 1,147 0.6{ 107, 0.2 475] 0.5| 303, 1.1 — L=
N&t casualty or theft loss deduction 764 () 31, - 0.1 38, () 5 (O - -
Miscellaneous deductions ... 18,905} 9.5 - 4,224 . 1.4 11,642 12.7| 2,430] 8.5 260 13.7
Foréign tax credit — - -— o= — —_ — - -1 —
Investment credit . 13,940 7.0 4,694 8.2 6,735 7.3 2,307 8.1 26} 1.4
Jobs credit...... 210| 0.t 7| . 0.1 29 () 50] 0.2 - -
No second largest item 2,712 1.4] 1,187 21 277] 0.3 Q.1 —_ -
Returns with expanded Income . ’
_ $200,000 or more . J . OJ mJ J -
o Total ...l : . vesranentanasenns 248,882 100.9 69,330 27. 13,1 45.4) 36, 14. 2,67 1.1
Interest paid deduction . ’ 63,354 25.5 L —- o 45,592 40.3] 7.976 221 306, 11.4
Taxes paid deduction 78,864 31.7] 45,655, ,-65.9] — — 21,128} 58.5 1,461 545
Contributions -deduction . 56,443 22.7| 10,257 . 14.8] 42,412 37.5) — - .343 "128
Medical and dental expense deduction . 211 - 0.8 140| - 0. 730 0.6 830 2y o= -
Net: casualty or theft loss deduction.. 77| () 3 ()] 39 ) 5 () .. —
Miscellaneous deductions ....: 24,2204 9.7 4.838 7.0 15,482| 13.7 3,035 8.4 504 . 188
Foreign tax credit — - — —_ - — —_ —J - -
Investment credit . 16,348, 6.64 4,337] - 6.3] 8,489 75 2,960 8. 65) 24
- Jobs credit...... 280; 01 64 0.1 .29 () 50] 0.1 - —
No .second largest item 7,184 2.9 4,008 5.8 SST 0.3 115 0.3 — —_
Returns Without Modified Total ’ .
Income Tax -
Returns with adjusted gross Income - -
. $200,000.0r-more- —— . — = SR = — = - -
Total PN 321 100.0{ 263 1. T4 + 4 104 3.1 4 +
interest paid deductlon 34 10. - .- 1 H L ] - -

. Taxes paid deduction .. 131 40. 121 46.0! . - - : # H — -
Contributions deduclion. 105] 32.7] 101 384 | - — . —_ — + N
Medical and dental expense deduction . .3 0.9 ki ki - — 1] R 4 —_ -

Net casualty or theft loss deduction.. L - # H ] — - —_ — — —_
Miscellaneous deductions 33 10.3] 30| 1.4 — - —_ — #' ot
Foreign tax credit ... —-— - - — _ —_ — - - —_
Investment credit . 7i 2.2 5 1.9 + - - © R = T—=
Jobs credit....... - —_ - L— _ - - — —_ —_—
No 'second largest item + + { ki B — — — — -
Returns with expanded Income '
$200,000 or more N L.
. Tolal - 437] 100.0{ 270 -61.8) 2 0. 8 1.8 4 0.9
Interest paid deduction . 142 32.5) —|. - 1 50.0 5 62.5 - -
Taxes paid deduction 58 13.3 48] 17.8 —_ - 1 12.5 = L=
Contributions deduction . 70 16.0 65 ~24.1 1 50.0 - 2 50.0
Medica! and dental expense deduction . - 0.2, — — - - 1 12.5 - N —
Net casualty or theft loss deduction 2| 0.5 2 - 0.7 — - - - - .-
Miscellaneous deductions . 20| 4.6 17 6.3 — —_ — - 2l° - .500
"Foreign tax credit . - — —_ — — — — — — -
Investment credit . 3 0.7 1 0.4 - - 1 12.5] - -
Jobs credit ....... - — el B — - - — - - T e
No second largest item .. ~- 41 ..-..323 - - 137 -- -50.7| ‘= e e e TS

Footnote(s) at end of table.
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Table 8 — Returns With and Without Modified Total Income Tax and With Income $200,000 or More Under Alternative
Concepts: Number of Returns and Percents Classified by Item With Largest Tax Effect and by item With Second Largest Tax
Effect — Continued

{All figures are estimates based on samples)

ltem with the largest lax effect — Continued
em with sacond largest tax efect m::""'o‘;:"“"y o Miscellaneous deductions Foreign tax credil Investment credit Jobs credit
Number of Percent of Number of Percent of Number of Percent of Number of Percent of Number of Percent of
returns total returns total returns total returns total roturns total
N (12) 13 (14) (15) (16) 17 (18) (19) 20)
Returns With Modified Total
Income Tax
Returns with adjusted gross Income
$200,000 or more
Total 13 0.1, 6,049 3.9 - Ll 12,811 6.5 243 0.1
Interest paid deduction . 93 71.0 1,708 28.2] - - 3,856] 30.1 119 49.0
Taxes paid deduction . 9 6.9 3,096 51.2 -— - 5,336] 41.7| 14 58
Contributions deduction. 23 17.6] 923, 15.3} - - 1,955} 153 H +
Medical and dental expense deduction - - 236 3.9 — — 1| + 1| +
Net casualty or theft loss deduction. — — H H - - 4 + — —
Miscellaneous deductions . 6 4.6 - — - —_ 343 2.7 - —
Foreign tax credit - - - - - - - - - -
Investment credif - - 80 1.3 - - - — 98 403
Jobs credit.... - — - - - - 94 0.7 - —
No second largt —_ - A\ H — - 1,202 9.4 ¥ t
Returns with expanded income
200,000 or more
Total 114 { 8,153 3.3 - - 19,083 7.7| 33 0.1
Interest paid deduction . 75 65.3] 2,298 28.2| - - 7.014 36.9] 93 278
Taxes paid deduction . 10| 8.8 4,115 50.5| — — 6,463 33.9 3 9.6
Contributions deduction . 23 20.2; 1,052 12.9 _ - 2,350 129 [ 1.8
Medical and dental expense deduction - - 387| 4.7 - - 24] 0.1 1 03
Net casualty or theft loss deduction. - - 1 ) - - 1 () - -
Miscellaneous deductions . 6 5.3 - - - - 359 1.9 — —
Foreign tax credit -_ - - - - - - —_ - -
Investment credit. ~ - 295 3.6 - - - - 204 60.3
Jobs credit......... - - - - - - 137 0.7 - -—
No second largest item - - 51 01 - — 2,719 14.3 1 03
Returns Without Modified Total
Income Tax
Returns with adjusted gross income
200,000 or more QL
Total 23 7.2 17 5.3 - - 3 0. bt -
Interest paid deduction . 17| 73.9| 7] 41.2| - - 1 1 - —_
Taxes paid deduction . H 1 5 29.4) — - —_ _ —_ —_
Contributions deduction. 1 4+ # 1 _ — — P — —_
Medical and dental expense deduction — — - - — - — - — -
Net casualty or theft loss deduction. - — — —_ —_ - - —_ — -
Miscellaneous deductions . 1 * — —_ — — —_ —_ — —_
Foreign tax credit ... - - - - - - - -— — —
Investment credit . — — H H —_ —_ - - _ —_
Jobs credit......... - - — — —_ - - — — —
No second largest item —_ —_ | + - —_ + 4 - -
Returns with expanded income
200,000 or more
Total 22 5.0 91 20. - - 401 9.2| -_— -—
Interest paid deduction . 16| 72.7] 81 89.0] - — 39 97.5{ - —
Taxes paid deduction . 4 18.2] 5 5.5 - - - —_ - -
Contributions deduction . 1 4.5 1 1.1 — -_ - — — -
Medical and dental expense deduction —_ - - - —_ — — —- —_ -
Net casualty or theft loss deduction. - - —_ —_ - — —_ . - -
Miscellaneous deductions . 1 4 — — - - —_ — — —
Foreign tax credit ... _ - — - - — — — — -
Investment credit . — — 1 1.1 — - - - - —
Jobs credit......... _— —_ — — - - — - — _
No second largest item — — 3| 3.3 — — 1 2.5] — -

{ JLess than 0.05 percent.
tData deleted to avoid disclosure of information for specific taxpayers. Deleted data are included in the appropriate totals.
NOTE: Detail may not add to total because of rounding.
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Table 9 — Returns Without Total Income Tax and With Income $200,000 or More Under Altematlvo Concepts: Itemized ‘
Deductions as a Percent of Income

(All figures are esumates based on samples)

Retums with adjusted gross income $200,000 or more '
T 1 deduction odit _ No - 10% 20% 30% 40% 50% 60% 70% .
ype o. o e Total . deduction Under 10% under undor under under under under under 0'10'(');.
of_credit 20% 30% 40% 50% 60% 70% 100% )
(1) (2) (3) {4) {5) (6) . (N (8} (9} (10) an .
Total itemized GEAUCHONS ................oeovrceireaenns _ 447| 4 53] 9 7 3 4 5| 34 285
Interest paid deduction: . BN . P
Total ... . 447 5! 79 < 17] 104 8 8 159
Investmen St per . N 447 8 1 279 19 1 16 21 1 83 64
\ interest ing i
por concept ... 447 21 1 21 201 16 9 3 26 13
Taxes paid deduction .... 447| 321 44 12} 4 4 1| 1 1| -
Contributions deduction .. 447 93 2 37 11 164 24 101 L—_- — -
Medical and dental expenses deduction. 447 426 13| 0 — 1 -t — — 3 +
Net casualty or theft loss deduction. 447 4204 1| — k( - e 1| 1 1 7| 12
Miscellaneous deductions ................ccocceveeeeeeeennnns 447 119 27 22 6 1) # k¢ 5 7| 7
Deduction equivalent of: A ’
Total credits 447| 297 14] 3 6 5 Rt 7| 1| 109 t
Foreign tax ci . 447 321 A\l H y 4 3 5 . - 108, . +
Investment credit 447 418 17| 3 4 # - 1 ki B —_
Jobs credit........ 447| 447] - - - - - — - — -
Tax p ces from adjusted gross
ANCOMIG L.t eae s 447} . 95 258 31 22| 7] 5/ 1] - M 8 15
s . . Returns with expanded income $200,000 or more ) .
Type of deduction or credit ~ N No 10% 20% 30% 40% 50% 60% 70% 100%
Totat deduction Under 10% under under under under under under under of more
or_credit 20% 30% 40% 50% 60% 70% - 100%
) - (12) (13 (14) (15) (16) (17 {18) (19) (20) 21) - (22)
Total itemized deduCtions ........... ....ccolverererenr... 579| 187] 133 12 5| 42} 79 10] 1 15 95
Intefest paid deduction: B
Total ... 579 290 165 164 42] 4 6 4 1 22] 29
-investme 579 321 157] 9| 47| 1" [ 7 2| 6| 13
| interest
Coperconcept L. 579 455 73 8| 4 4 3 3 1 11 17
Taxes paid deduction .. 579 K 196 353 17| 5 kK 1 — 2| —
Contributions deduction 579 240 299 15] 2 5 3 9 1 L IR 4
Medical and dental expenses deduction 579 527 46§ 2 - — — - — — 3] 1
Net casualty or theft loss deduction. ... 579 555 — - 1 — — 2] 1 10] 10
Miscellaneous deductions .. 579 217] 250 . 9| 3 4 75| 2, 2 9 8
Ded \n' - — - — . — - = — — — — = = — — = —
. Total credits . 579 385 46| 1 3 5i 2! 7 3 - 104 - -
Foreign tax c 579 437 - 1 - — 1 4 25 £ k! 103 -
Investment credit 579 525 47 1 2 1 —_ 2 - 1 -
Jobs credit 579 579 — - —_ — — — — — —
Tax preferences excluded from adjusted gross .
SINCOMG -..iiviiceiii i 579 76) 11§ 18} 7! 2| 22| 84 8 63| ‘181

tData_deleted to avoid disclosure of information for specific taxpayers. Deleted data are included in the appropriate totals.
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Table 10 — Returns Without Modified Total Income Tax and With Income $200,000 or More Under Alternative Concepts:
Itemized Deductions as a Percent of Income
{All figures are estimates based on samples)
Returns with adjusted gross income $200,000 or 1.10r@
Type of deduction or credit No 10% 20% 30% 40% 50% 60% 70% 100%
Total deduction Under 10% under under under under under under under
or_credit 20% 30% 40% 50% 60% 70% 100% or more
(1) 2 ) “) (5 6) 1] (8) L)) (10) (n
Total itemized deduUCHONS ................ceeuievvrinnnnnns 321 4 1| —_ + - —_ - -1 ( # - 285
Interest paid deduction:
Total .. 321 10 18 13} 6 5| 7| 7| 8| 88 159
Investment interest per income concept. 321 24 51 19| 17 13 16§ 20] 14 83 64
W interest ing i
Par CONCEPT ... 321 1204 94 20 18} 15 9 3 3 264 13
Taxes paid deduction .... 321 8 255 38 10 + 4 1] + H -
Contributions deduction .. 321 31 198 N 1 16 24 10) — - —
Medical and dental expenses deduction. 321 3 7 1] — 4 1] - — 3 t
Net casualty or theft loss deduction. 321 294 # H - H H 1+ 7| 12
Miscellaneous deductions ... 321 62 21 19 5 + 1] 4 5{ 7| 7
Deduction equivalent of:
Total credits 32 297] W9 3 4 H - 4 - 1 —_
Foreign tax ¢ . 321 kFa) —_ — - _ _ - —_
Investment credit 321 297] 3] 3 4 | - 1 — + -
Jobs credit 321 kral - - - - — - - — —
Tax preferences excluded from adjusted gross
INCOME ... 321 51 189 25| 22) 6 5| 1| ] 7| 11
Returns with expanded income $200.000 or more
T 1 deducti adit No 10% 20% 30% 40% 50% 60% 70%
ypo o uction or cred Total deduction Under 10% under under under under under under under 100%
: or_credit 20% 30% 40% | 50% 60% 70% 100% o more
(12) {13) (4 {15) (16) AL (18) (19) (20) 21) (22)
Total itemized deductions.................c..oooeeeeniiinnn, 437| 138] 58| 5] 2l 40] 77 7| 1 14 95
Interest paid deduc!
Total... 437 200§ 120 12| 39 4 6| 4 1 2 29
Investm: 437 237] 106 9 43 10 5; 7] t 13
Ir it interest
PEF CONCEPL ...ttt 437 3N 48] 7] 2 4 3 3 1 1 17
Taxes paid deduction .. 437| 143, 270 15 3 2| 1 - 1 - 2
Contributions deduction 437| 155 246 1" 2 LY 3| 9| 1 1 4
Medical and dental expenses deduction 437| 399 4 2] - - - - - 3| 1
Net casualty or theft loss deduction. 437| 413 — - 1 - — 2) 1 1 10
Miscellaneous deductions .. 437 156] 173 6 2 4 75 2 2 9 8
Deduction equivalent of:
Total credits......... 437 385 45 1 2| 1 —_ 2 - 1 -
Foreign tax credit 437| 437, — — — — - — — - —_
Investment credit 437| 385 45§ 1 2 1 - 2 — 1 -
Jobs credit 437 437| — — — — — — — _ —_
Tax preferences excluded from adjusted gross
HNCOM@ ... e enaas 437] 35 51 12) 6 2| — 79, 8, 63 181

tData deleted to avoid disclosure of information for specific taxpayers. Deleted data are included in the appropriate totals.
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Table 11 — Returns With and Without Total Income Tax:
and by Size of Income Under Alternative Concepts

(ANl figures are estimates based on samples)

Individual’ Returns/1983

Number of Returns and Percents.Classified by Etfective Tax Rate ..

. Size of adjusted gross income Size of expanded mcome
Eftective Tex Rate ) Lader $50,000 $100,000 $200,000 Under $50,000 $100,000 $200.000
Total under under N Total under under N
- $50.000 $100,000 $200,000 o mare $50.000 $100,000 $200.000 or more
1] @) {3} ) {5) 6) 7} 8 (S (10}
Al . P . - -98,321,3101. 91,086,723 4,414,021 621,951 198,608 96,321,3100 90,906,700 4,477,515 687,776 . 249,319
Returns without total income tax: : . .
Number of returns .. . 16,900,025 .16,879,60. 17,79 2,184 447 16.900,025¢ 16,878,147 18,643} 2,656 ,579
Percent of total ... 17.54 18. 0.4 0.4 0.2 17.5 18.6f 0.4 0.4 02 ,
Returns with total income tax: X Lo o
Number of returns .. , 79,421,285 74,207.121 4,396,236 619,767 198,161 79,421,285 74,028,553 4,458,872 685,120] 248,740
" Percent of total 82.5] a1, 99.64 99.6; 99.8 B2.5 81.4 99.6] 99.6 © 998
Effective tax rate: \

Under 5 percent :
Number of returns . 14,836,903] 14,774,453 55,343 5,658 1,449 14,997,424 14,915,239 75,023 5,919 1,243
Percent of total 15.4) -16.2] - 1.3 0.9{ 0.7 15.6] 16.4 1.7] 0.9 . 05

5 under 10 percent ) ! .-
Number of returns . 25,724,147| - 25,535,349 173,997 13,209] 1,592 25,872,852 -25,577.373] 270,867, 23.300|. 2312
Percent of total ) " 26.7) 28.0} 3.9 2.1 0.8 26.91 28.1 6.0{ 3.4) 0.9

10 under 15 percent . .

Number of returns . 25,318,863] 24,591,169} 695,043 28,846 3,809 25,252,495 24,416,954 739,764 82,557 13,220
Percent of total 26.3] 27.04 15.7 T 48 1.9 26.2 26.9 16. 12.0}: 53

15 under 20 percent - .- . . i
Number of returns . 10,018,278 - 8240311 1,711,129 58.980) 7.862] . 10.051,495 8,129,26! 1,756,832 104,937 60,461
Percent of total 10.4 9.0{ 38.8] 9.5 4.0 104 8.9 39.2 15.3} - 243

20.under 25 percent . ’ -

- .Number of returns . 2,359,311 953,670 . 1,311,306 122,938 11,397 2,300,291 896,024 1,241,341 133,381] . . - 29,545
Percent of total 2.5 1.0] 29.7] © 198 5.7 2.4 1.9 27.7 19.4 119

25 under 3@ percent ° noe

. Number of returns . 658,492 83,710{ 362,006 190,744| - 22,032 603,231 73.067, 321,394 179,468| .- 29,302

. Percer‘\l of total 0.7 0.1 8.2 30.7] 1 0.6] 0.1 . 7.2 261 118

30 under 35 percent ’ . N
Number of returns . 260,197 6,367 69,142f" 143,516 41,172 207,789 4,326 47,197] 117,190§ 39.076
Percent of total 0.3 () 1.6] 231 20.7 0.2 () 1.1 17.0 . 157

35 under 40 percent ) .
Number of returns . 121,192 3,740 10,954 46,229 60,269 88,237, 2,361 4,572 34,061[ 47.243
Percent of total..: 0.1 - o) - 0.2 T 7.4 30.3 <0 () 0.1 5.0 ..189

=40 -under: 45-p =] S b = ———— ~ T T e — == - s =
Number of returns . 52,637 6,890 . © 1,902 6,247 37,598 32,304 6,031 195 3,430 22,648 "
Percent of total 0.1 {) () 1.0} 18.9| { () () 0.5 . 9.1

45 under 50 percent * - . - - -
Number of returns . 14,572 1.994| 2,041 1,572 -8,96¢; £.610) 1,930 1,019 268 3,393
Percent of total () ) () 0:3 4.5| () () () () 1.4

. 50 under 60 percent s :
Number of returns . 781 3,991 1,599 900 1.32 3,334 3.043 4 171 116
Percent of total .. ) () () 0.1 0.7 () () () () -0

60 under 70 percent - . g . - - L
Number of returns . 2,254 . 123 372 308 343 525] 1 137] 247 140
Percent of total .. <O O () () 0.2 () () () () 0.1

70 under eoApercem . '

Number of returns . 1,469 4421 461 398 168] 193 — 1 174]. 21
() ) () 0.1 0.1 () - () ) )

80 percent or more ° . RIS

Number of returns . 5,159 - 3,804 945 222| 188} 3,505 2,939 526/ 20 . 20
) - () {) 0.1 () { ) () { ) Q)

( JLess than 0.05 percent.
NOTE: Detail may not add to total because of rounding.
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Table 12 — Returns With and Without Modified Total Income Tax: Number of Returns and Percents Classified by Effective
Tax Rate and by Size of Income Under Alternative Concepts :

(All figures are estimates based on samples)

Size of adjusted gross income Size of expanded income
Eftective Tax Rate Under $50,000 $100,000 $200,000 Undor $50,000 $100,000 $200.000
Tota! under under N Total under under .
$50.000 $100.000 $200,000 or more $50.000 $100,000 $200,000 or more
1] @ Q@ “) (5) (8) (U] 8) 9 10}
Al retumns 96,321,31 91,086,723 4,414,028 - 821,951 1 96,321,310  90,908,700( 4,477,515 687,776 249319
Returns without modified total income tax:
Number of returns .. 16,870,39 16,852,742 15,726 1.606( 321 16.870,392' 16,851,267 16,598 2,093 437
Percent of total 17.54 18.5] 0.4 0.3 0.2 17 18.9 0.4 0.3 0.2
Returns with modified total income tax: X N
Number of returns ... 79,450,915 74,233,981 4,398,30 620,345 198,287 79,450,915 74,055,433 4,460,917 685,683 248,882
Percent of tota! 82.5) 81.5 99.6] 99.7 99. 82.5| 81.5 99.6] 99.7] 99.8
Effective tax rate:
Under 5 percent
Number of returns .. 14,824,546 14,766,473 52,276 4,732} 1,065 14,985,074 14,907,214 71.,980] 5,068 812
Percent of total 15.4) 16.2f 1.2 0.8} 0. 15.64 . 16.4) 1.6 0.7 0.3
5 under 10 percent
Number of returns 25,725,778 25,541171 170,810] 12,44 1,352] 25,875,690; 25,583,503 267,88 2234 1,954
Percent of total.... 26.7] 28.0f 3.9 2.04 0.7 26.9] 28.1 6.0 3.2] 08
10 under 15 percent
Number of returns 25,331,398 24,605,311 694,438 28,17 3.473 25,263,955 24,430,872 738,610 81,709 12,764
Percent of total.... 26.3] 27.0 15.7 4.5 1.7] 26.2] 26.9] 16.5{ 11.9) 5.1
15 under 20 percent
Number of returns 10,026,749 8,251,390 1,709,725 58,012 7.622) 10,060,485 8,139,566 1,765,522] 104,774 60,623
Percent of total. 10.4 9.1 38.7 9.3 3.8 10.4 9.0} 39.2 15.2| 243
20 under 25 percent
Number of returns ... 2,404,056 955,911 1,314,590 122,356 11,19 2,306,647 899,521 1,245,331 132,701 29,094
Percent of total.... 2.5 1.0 29.§] 19.7! 5. 2.4 1.0 27.8] 19.3] 1.7
25 under 30 percent
Number of returns ... 665,108 85,085 366,506 191,709 21,808 609,682 73,967 326,027 180,422 29,266
Percent of total ... 0.7 0.1 8.3 30.8 11.04 0.6 0.1 7.3 26.2] 1.7
30 under 35 percent
Number of returns ... 264,239 6,411 71,023, 145,214 41,591 210,780 4,348 48,555 118,489 39,388
Percent of total 0.3] () 1.6] 23.3 20.9| 0.2| () 1.1 17.2 15.8
35 under 40 percent ’
Number of returns ... 123,449 3,877 11,614 47,181 60,777 90,592 2,361 5,124 35,151 47,956
Percent of total 01 () 0.3 7.6 30.6 0.1 () 0.1 5.1 19.2
40 under 45 percent
Number of returns ... 54,157 6,890] 1,802 7.098 38,267, 33,587 6.031 195 4,102 23,259
Percent of total 01 () () 1.1 19.3| () () () 0.5 93
45 under 50 percent
Number of returns ... 14,691 1,973 2,041 1,594 9,083 6,820 2,046 1,019 3n 3,444
Percent of total Q) ) ) 03 4.6 () ) () () 1.4
50 under 60 percent
Number of returns 7.858, 4,012 1,599 899 1,348 3,379 3,064 4 171 140
Percent of total ... ) () () 0.1 0.7 () () () {) 0.1
60 under 70 percent
Number of returns 2,256 1,231 372 307 346 526 1 137] 247 141
Percent of total.... () () {) () 0.2 () () () () 0.1
70 under 80 percent
Number of returns ... 1,469 442] 461 399 167| 193] - 1 171 21
Percent of total () () () 0.1 0.1 () - () () ()
80 percent or more
Number of returns ... 5,161 3,804 945 223 169 3,505 2,939 526 20) 20
Percent of total () () () () 0.1 () () () {) )

{ )Less than 0.05 percent.
NOTE: Detail may not add to total because of rounding.
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