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SOl BULLETIN

A Quarterly Statistics of Income Report

e Statistics of Income (SOI} Bulletin is issued quarterly,
in July, October, January, and April, by the Statistics of
Income Division of the Internal Revenue Service. The
report provides the earliest published annual financial
statistics obtained from the various types of tax and
information returns filed, as well as information from
periodic or special analytical studies of particular interest
to students of the U.S. tax system, tax policymakers, and
tax administrators. It also includes personal income and
tax data by State and historical data for selected types of
taxpayers, in addition to data on tax collections and
refunds and on other tax-related items.

Information on the availability of supplemental data on
the topics included in this issue, special tabulations under-
taken on a reimbursable basis, or other SOI subjects, may
be obtained by telephoning the SOI Statistical Information
Services office (202-874-0410), or by writing to the
Director, Statistics of Income Division CP:R:S, Internal
Revenue Service, P.O. Box 2608, Washington, D.C.
20013-2608.

Beth Kilss and Tom Petska of the Statistics of Income
Division are the editors of the Bulletin. Wendy Alvey,
James Hobbs, Lisa Smith, Mike Strudler, and also Bob
Wilson, as a private contractor, made major contributions in
the production of this issue. Views expressed in the articles
are those of the authors and do not necessarily represent the
views of the Treasury Department or the Internal Revenue
Service.

Suggested Citation
Internal Revenue Service
Statistics of Income Bulletin
Spring 1997

Washington, D.C. 1997

For sale by the
Superintendent of Documents
P.O. Box 371954

Pittsburgh, PA 15250-7954

Th Featured Articles:

Individual Income Tax Rates and Tax Shares,

1994 7
By Therese Cruciano
S Corporation Returns, 1994 38

By Susan M. Wittman

Exempt Organization Business Income Tax
Returns: Highlights and an Analysis of

Exempt and Nonexempt Finances, 1993 75
By Margaret Riley
Environmental Excise Taxes, 1994-1995 99

By Sara P. Boroshok

Data Release:

Charities and Other Tax-Exempt Organi-

zations, 1993 122
Departments:

Bulletin Board 2
Selected Historical and Other Data 135

SOI Sampling Methodology and

Data Limitations — Appendix 235
SOI Projects and Contacts 238
SOI Products and Services 242

Index — Previously Published

Articles and Data Releases Inside Back Cover




percent rate, 20.7 percent.

BulletinBoard

Iln’d’ixiduul income Tax Rates and Tax Shares,

By Therese Cruciano

The overall average individual income tax rate for 1994
increased to 14.3 percent of “adjusted gross income”
(AGI), as a growing number of taxpayers moved into
higher tax rate brackets. The average for 1994 was the
highest since 1986, the year before the Revenue Act of
1986 went into effect. For 1994, average tax per return
was $6,104; this was $287 more than for 1993. The total
income tax for 1994, including $2.2 billion in “alternative
minimum tax” and after subtracting $8.9 billion of tax
credits, increased 6.4 percent to $534.8 billion. In con-

1993 and 1994, the shares of AGI and tax for returns of
taxpayers in the top 5 percent ranked by income size was
unchanged at about 28 percent for AGI and 47.5 percent
for tax. To be included in the top 5 percent for 1994
required that taxpayers have an AGI of at least $91,226.
“For Tax Year 1994, the 15 percent tax rate generated23.37
percent of the total individual income tax before credits;
the 28 percent rate, 37.8 percent; the 31 percent rate, 9.8
percent; the 36 percent rate, 8.4 percent; and the 39.6

S Corporation Returns, 1994
By Susan M. Wittman
Although the number of S Corporation returns was about
47 percent of all corporation income tax returns for Tax
Year 1994, the $943.7 billion they reported for total assets
was only 4.0 percent of the corporate total and the net
income they reported was only 18.2 percent of total
corporate net income less deficit. In addition to $74.0
billion in net income “from a trade or business,” S Corpo-
rations reported $15.1 billion in “portfolio income,” $1.8
billion in real estate rental net income, and $0.8 billion in
other rental net income. By adding these components
together, their total net income less deficit for 1994 came
to ' $91.7 billion, compared to $66.2 billion for 1993. By
industry, wholesalers and retailers, manufacturers, and
companies classified in the services division were pre-
dominant in terms of net income; together these three
classifications accounted for over 75 percent of the total.
In terms of the number of S Corporations, those classified
services comprised the largest percentage, followed by
those classified in wholesale and retail trade, then those
classified in finance, insurance, and real estate. Over 80
percent of S Corporations had either one or two share-

trast, AGI grew 4.8 percent to $3,736.6 billion. Between__ _

T ~This income; in turn, produced an “‘unrelated business

This Issue at a Glance v holders; in total, the number of S Corporation sharehold-

ers was 4.1 million. While S Corporations, by definition,
had elected to allocate their income or loss to shareholders
for taxation purposes, under certain conditions the S
Corporation, itself, could be liable for a tax. For 1994,
these taxes totaled $121.1 million compared to $82.6
million the year before.

Exemp? Organization Business Income Tax

Returns: Highlights and an Analysis of Exempt

and Nonexempt Finances, 1993 ,

By Margaret Riley

For 1993, tax-exempt organizations reported $4.7 billion

of gross “unrelated business income” (UBI) from activi-

ties that were not substantially related to their exempt
-missions. After offsetting this income with $5.7 billion in ___

deductions, exempt organizations reported an overall

unrelated business net deficit of $1.0 billion. However, 15

thousand of the nearly 33 thousand organizations report-

ing gross UBI over the $1,000 reporting threshold indi-

cated “positive” net income which totaled $603.6 million.
income tax” (UBIT) of $180.4 million; this was 37 per-
cent more than 1992. The Revenue Reconciliation Act of
1993-imposed certain new restrictions-on exempt organi- -
zations by eliminating the deduction for lobbying ex- ‘

|~ penses; and imposing new reporting requirements on- =~ |

organizations engaged in lobbying or political activities
which, if not complied with, could result in the imposition
of a so-called “proxy tax.” The Act also increased the tax
rates applicable to UBIL. Collectively, business leagues,
chambers of commerce, and real estate boards had the
largest proportion (over 9 percent) of their total income
attributable to unrelated business activities. Overall, only
about 1 percent of the total income of charitable organiza-
tions was used for unrelated business purposes, although

. these charities accounted for 56 percent of the total UBI
reported by organizations tax-exempt under Internal
Revenue Code sections 501(c)(3) through (9).

Environmental Excise Taxes, 1994-1995
By Sara P. Boroshok

Environmental excise taxes on petroleum and certain
chemicals or chemical substances were reported by 2,200
businesses for 1995 and totaled $1.4 billion after credits
and refunds. Taxes for 1994 were higher at $1.6 billion
and were reported by 2,400 businesses. These declines
for 1995 resulted from the expiration of the Oil Spill
Liability Trust Fund tax at the end of 1994 and the gradual
increase in the tax rates applicable to ozone-depleting
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chemicals (ODC’s) which limited their use, production,
and sale. As a result of both these changes, petroleum
taxes declined $120 million after 1993, while ODC taxes
dropped $242 million. Nevertheless, for 1995, most of the
environmental excise taxes continued to consist of petro-
leum taxes ($0.6 billion, 40 percent of the total) and ODC
taxes ($0.5 billion, 37 percent of the total). So-called
"Superfund" taxes on petroleum, chemicals, and imported
chemical substances comprised 63 percent of total envi-
ronmental excise taxes for 1995; the remainder represented
taxes on ODC’s. For 1994, "Superfund" taxes accounted
for 53 percent of the total, with 9 percent due to the expired
Oil Spill Liability Trust Fund tax on petroleum, and the
remainder to ODC taxes. For both 1994 and 1995, the 20
businesses reporting the largest environmental excise tax
liabilities accounted for over half of the total tax.

gl;g;iﬁes and Other Tax-Exempt Orgénizmions,

Data Release

Some Observations and Insights

Changes in Produdis and Services

With this issue of the SOI Bulletin, we are introducing a
new section to our report — SOI Products & Services.
We would like to direct your attention to the last few
pages of the Bulletin, where we used to have Publications
& Tapes. The new section will incorporate that material,
plus more information on our electronic products and
services.

Why the change? Well, there are several reasons:

B To begin with, as we move towards more electronic

media, we wanted to focus attention on those
products and services that we can provide to you
electronically. These include nearly 1,000 files of
SOI tabular data on the IRS Internet site — http://
www.irs.ustreas.gov/prod/tax_stats/index. html,
over 1,300 tables (and some text files) available
through the SOI Electronic Bulletin Board (EBB)
— dial (202) 874-9574 from your computer to
access and download our data; selected magnetic
tape microdata of our public-use files on individu-
als, exempt organizations, and private foundations;
and floppy disks containing taxpayer “migration,”
county income, and ZIP Code area data. (All of
these data, of course, have undergone disclosure

review, to ensure the privacy and confidentiality of
individual taxpayers.)

® The move to electronic products, plus increased
demand and tighter budget constraints, has forced
us to restructure our pricing schedule. The new
section provides up-to-date information on charges
for SOI products and services. Notice that prior-
year and historical data are still available for free.
The prices listed for our most recent data— data
which also appear in SOI publications being offered
for sale by the U.S. Gévernment Printing Office —
are meant solely to recover the full cost of distribu-
tion — or, in the case of special tabulations or other
studies, the full cost of the service. The proceeds
we receive from these sales and services are re-
turned to us, specifically earmarked for SOI, to
support further efforts on your behalf.

B The new section also provides a form for ordering
products for sale on the SOI EBB. You may also
download the order form from the Bulletin Board
and from SOI’s tax_stats page on the IRS Web site.
The order form is not needed to access the free files
on these sites, but, once you have completed the

form and been assigned a
password, you will be able
to access and download
data-for-sale right away (if
your order is $300 or less;
orders over $300 must be
prepaid before access is
given).

We are very pleased to be able to provide our expanded
electronic product line to you and we encourage you to
check it out. Downsizing and increased demand have
made it harder for us to personally respond to each user in
a timely fashion. The EBB might have just what you need
for the price of a phone call! So, please consider using
the self-service EBB first; then, if that doesn’t answer
your data questions, contact our Statistical Information
Services Office — by phone: (202) 874-0410; by fax:
(202) 874-0964; or by e-mail: soi.sis@wpgate.irs.gov.

Behind the Scenes

Two Spedial Farewells...

In the past couple SOI Bulletins we have mentioned that
SOI — like many other Government operations — is
feeling the pinch of tight budget constraints and the
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_ and has been primarily the principal contact withthe

~“designing and producing flyers; handouts and visual-aids

mandate to cut back on staffing. This winter the Bulletin
was particularly hard-hit, when the two principal produc-
tion editors for our quarterly series took advantage of
early-out opportunities to begin their well-deserved
retirements.

Bettye Jamerson and Clementine Brittain have
personnally shepherded the SOI Bulletin, nearly since its
inception. Clem Brittain began by working on the Fall
1982 issue of the Bulletin, when production was an in-
tensely manual process and the look of the early volumes
was far less polished. She led the way on desktop pub-
lishing, learning first Ventura and then Pagemaker, for the
text portions of the books, and Excel, for laying out the
tables in a more attractive and consistent fashion. Bettye
Jamerson joined the Bulletin staff for the Fall 1985 issue

authors, tracking articles as they moved through the
extensive review process, ensuring timely production of
each volume. Between Bulletins, both of these people lent
their expertise to other areas-of SOI, advising on annual
reports, producing the IRS Methodology Reports volumes,
for SOI presentations, and doing some of the behind-the-
scenes work required for the SOI Consultants’ Panel

- meetings and other SOI-sponsored conferences.

-We will sorely miss these two outstanding individuals!

~The talent; energy, enthusiasm, and pride they broughtto~- -

their work epitomizes
that which is the very
 best about the Federal
workforce. We wish
them both many years of
health and happiness!

The show must go on, so, we are pleased to introduce
our new production editor, Lisa Bright-Smith. Lisa
started out in SOI 9 1/2 years ago, working for the Math-
ematical Statistics Section, first as a secretary and then as
a program assistant. About five years ago she began
learning desktop publishing, working with Clem Brittain
and with the late John Glynn, who set up the current
computerized publishing system. After recent experience
producing the complex tables that appear in the SO/
Builletin, Lisa suddenly found herself in charge of the
desktop publishing for the whole ball of wax! From what
we have seen of this issue, she is clearly up to the task!
We wish her well in this new venture — and hope, re-

sources permitting, to find some help for her soon...

g oo

New Documentation Coming Your Way

In recent years, there has been a growing awareness in the
statistical community about the importance of “metadata”
— i.e., information about the data. Researchers and
analysts are finding that, all too often, data are made
available without adequate documentation of limitations,
sources, breaks in year-to-year comparability and the
reasons for those breaks, differences in conceptual defini-
tions, and assumptions made in processing the data that
can affect how they are used over time. It is for these
reasons that our feature articles generally contain a’section
on Data Sources and Limitations and that extensive
footnotes accompany most of our major tables. Stlll
sometimes we miss the boat...

-1 ~The historical tables in the'SOI Bulletin have included — —

data on tax coliections and refunds for many years now —
see Tables 17-20 in this volume. These data are obtained
from other branches of the Treasury Department, includ-
ing the Internal Revenue Service, and, so, strictly speak-

_.ing, are not “‘Statistics of Income”’ data. Therefore, we.. .

know less about these data than we do about our own. As
we learn more about them, including their limitations and
how they relate to SOI data, we may sometimes have to
revise the tables. Whether correcting the data or simply

. documenting new insights, we try to include what we have _|

learned in the notes and footnotes to the specific tables —
just in case you wondered why these comments often
change from one issue to the next.

.In the Winter issue, for example, we provided new data
on excise taxes, revising and expanding Table 20 in the
Selected Historical and Other Data Section. From talking
with those responsible for producing the data and with
experienced users of excise tax information in the Trea-
sury Department, additional information has come to light,
which you may need to fully understand the data. There-
fore, if the excise tax information is of particular interest
to you, we encourage.you to note the changes to the data
and to carefully read through the newly updated notes
provided at the end of the table.

Our apologies for any inconvenience that the changes
we make may have on your use of these statistics. We
hope that the metadata we provide will be useful in your
analyses.

More Metadata — Com arlng Apples wﬂh
Oranges and Other Apples!

This past year we received several inquiries from mem-
bers of the public on why there were differences between
the taxes reported in Statistics of Income publications
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and those published elsewhere on tax “collections.” The
principal reason is differing definitions and concepts. SOI
data show the tax “liability” as reported by taxpayers on
their returns and verified by the Internal Revenue Service
as part of its administrative processing of returns as they
are received. Data on tax liability, however, are never the
same as data for tax actually collected, because of the
effects of delinquent payments, post-filing tax adjust-
ments, and compliance and enforcement activities, and
also because of differences having to do with the time
period for which the statistics are presented.

SOI data show the "liability year" (or "tax year"),
meaning the year in which the tax liability arose. For
individuals, this is the calendar year, so that SOI data for
Liability Year 1995 will be based on returns filed through-

out Calendar Year 1996.
This recognizes the fact that
nearly all individuals use the
year ending in December as
their reporting period. In the
case of corporations, how-
ever, data for Liability Year
1995 will be based on
returns with accounting

periods ending July 1995 through June 1996. This recog-
nizes the fact that many corporations use annual account-
ing periods that do not coincide with the calendar year.

The collections data, in contrast, represent the tax
collected during a given time period, regardless of when
the original tax liability was incurred. Moreover, collec-
tions data are usually presented by “fiscal year,” which
means, in the case of the U.S. Government, the months of
October through the following September. Therefore, in
the case of the individual income tax, for example, Fiscal
Year 1995 covers most of the tax withheld and “estimated
tax” payments for Liability Year 1995; all of the payments
made when timely filing the income tax return for Liabil-
ity Year 1995; plus some of the tax withheld and “esti-
mated tax” payments for Liability Year 1996. Moreover,
collections of individual income tax include collections of
the tax on estates and trusts, while the corporation statis-
tics include the tax on “unrelated business income” of tax-
exempt organizations. In addition, delinquent payments
and the results of compliance and enforcement activities
are also included in the collections statistics for Fiscal
Year 1995, reflecting activities that mostly relate to
liability years that preceded 1995.

To further complicate the picture, there is more than one
set of collection statistics. There is one used by the
Internal Revenue Service (for which data are presented in

its annual Data Book). Another is used by the Office of
Management and Budget based on data published by the
Treasury Department’s Financial Management Service in
its Monthly Treasury Statement of Receipts and Outlays of
the United States Government). The two sets of data
differ from each other, although the differences are usu-
ally small. It is the tax in the latter report that is used in
the Federal Budget.

The reasons for these differences are conceptual. IRS
takes an “accounting” approach; nearly all of its statistics
distinguish taxes collected from taxes refunded, because
each is a separate operation, the success of which is
separately evaluated. The Federal Budget, on the other
hand, based on Financial Management Service data, uses
an “economic” approach to tax collection statistics, and so
emphasizes the “net tax,” i.e., the tax reduced by refunds.
But, there are other reasons for the differences between
the two sets of collections statistics, which are less well
known because they are not as well documented.

First, if there is a discrepancy between what an em-
ployer reports for individual income tax withheld and the
amount actually withheld, the transaction is held “in
reserve” until such time as the discrepancy is resolved.
Only at that point is the tax regarded as “collected.” IRS,
on the other hand, because of its responsibility for admin-
istering the tax system, determines the success of its tax
collection and tax refund operations based on the monies
it receives or pays out, even if there are still some discrep-
ancies that remain to be resolved. Corrections are handled
through separate operations.

Another reason for the differences between the two sets
of data is the fund or account to which taxes collected are
assigned by the Treasury Department, based on the law.
Most monies are assigned to the General Fund, but some
are not. Thus, as an example, the environmental tax
reported on the corporation income tax return is assigned
to the environmental “Superfund” by the Treasury Depart-
ment and is, therefore, excluded from its corporation
income tax collection statistics (and from the General
Fund). IRS treats this tax as part of the corporation
income tax. Undoubtedly there are also other, lesser
reasons for the differences between the two sets of tax
collections data.

The difference between tax collections and tax liabili-
ties can be seen in the case of excise taxes in Table 20 of
the historical statistics where both are shown. Table 17
provides historical data on tax collections by type of tax,
by fiscal year; Table 18 provides data about refunds. The
notes and footnotes to all three of these tables comprise
the “metadata” needed to interpret them.
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In presenting tax data in the Bulletin, we try to distin-
guish between liability and collection statistics, but we
don’t always succeed. In spite of an intensive review
process, we may, for example, write about "taxes paid,"
when we really mean the "tax liability" reported. We try
to catch discrepancies such as this in the course of our
reviews, but some slip through. So bear with us, and be
sure to contact us about any questions or concerns you
may have. '

Upcoming Features

The following articles will be included in the Summer
1997 issue of the SOI Bulletin:

€  Sole Proprietorship Returns, 1995;
Corporation Income Tax Returns, 1994;
Foreign Controlled Domestic Corporations, 1994;

U.S. Possessions Corporations, 1993; and

* ¢ o 0

Fofeign Sales Corporations, 1992.




Individual Income Tax Rates and Tax Shares,

1994

by Therese Cruciano

f the nearly 116 million individual income tax

returns filed for 1994, over 75 percent showed an

income tax liability. The average tax rate on these
taxable returns was 14.3 percent, 0.2 percentage points
higher than for the previous year, and the average income
tax per tax return was $6,104, an increase of $287 over the
amount reported for 1993. Total income tax for these
returns for 1994 increased 6.4 percent to $535 billion,
exceeding the growth rate of adjusted gross income less
deficit (AGI), which increased more than 4.8 percent to
$3,737 billion. The increase in the average tax rate
brought the rate to the highest level since 1986, the last
year before enactment of the Tax Reform Act of 1986
(TRAS86). .

Between 1993 and 1994, the shares of AGI for returns
of the top 1 percent and top 5 percent of tax filers ranked
by size of income were nearly unchanged [1]. Returns in
the top 1 percent of returns with positive AGI reported
13.8 percent of total AGI and 28.9 percent of total income
tax for 1994, compared with 13.8 percent of AGI and 29.0
percent of total income tax for 1993. An AGI of at least
$195,726 placed an individual in the top 1 percent of
taxpayers for 1994. The returns in the top 5 percent group
reported 27.9 percent of the AGI and 47.5 percent of the
total income tax (compared to 27.8 percent and 47.4
percent, respectively, for 1993). To be included in the top
5 percent of taxpayers for 1994 required an AGI of at least
$91,226.

This article discusses the individual income tax rates and
tax shares and the computation of “total income tax” for
Tax Year 1994. To put this discussion into perspective,
the appendices to the article provide explanations of
selected terms used for the article (Appendix A) and
describe the income tax structure, certain tax law changes,
income and tax concepts (the “1979 Income Concept,”
“modified” taxable income, and marginal tax rates), the
computation of “alternative minimum taxable income,”
and the data sources and limitations.

Major Tax Law Changes for 1994

The “eamned income credit” (EIC) underwent several
changes for 1994. For the first time, taxpayers without
qualifying children could claim the credit. Taxpayers with
earned income, between the ages of 25 and 64, who had
less than $9,000 in both earned income and adjusted gross
income, and who did not have a qualifying child were
eligible for the earned income credit. These taxpayers

Therese Cruciano is an economist with the Individual Returns
Analysis Section. This article was prepared under the direction
of Jefff Hartzok, Chief.

completed the EIC Worksheet and claimed the credit on
the Form 1040, Form 1040A, Form 1040EZ, or Form
1040PC return. In order to claim the credit, working tax-
payers with qualifying children had to have earned income
and adjusted gross income less than $23,755 for one
qualifying child, or less than $25,296 for two or more
qualifying children. These taxpayers attached Schedule EIC
to their Form 1040, Form 1040A, or Form 1040PC return.’
(For 1993 there was only a single eamed income and adjusted
gross income eligibility level for all taxpayers.) In addition,
the computation of the earned income credit changed; the
health insurance credit and the extra credit for a child born
during the year were both eliminated. (See Appendix B for
a discussion of the.1994 income tax structure.)

Current-year moving expenses were no longer an item-
ized deduction on Schedule A. The deduction of qualified
moving expenses as a statutory adjustment to AGI allowed
taxpayers who used the standard deduction to deduct their
current-year moving expenses. In order to deduct allow-
able moving expenses, the taxpayer’s new job had to be at
least 50 miles farther from his/her former home than their
old job location. In addition, the following expenses were
no longer deductible: meals while moving from the old
residence to the new residence; travel expenses for pre-move
house hunting trips; expenses while occupying temporary
quarters in the area of the new job; and qualified residence
sale, purchase, and lease expenses.

Beginning with 1994, certain taxpayers who received
social security or equivalent “tier 1 railroad retirement
benefits” had to inciude up to 85 percent of benefits
received in their taxable income [2]. (See Appendix C for
a listing of additional tax law changes.)

Income Tax Rates

Discussions of income tax rates generally center on
measuring two distinct tax rates: average tax rates and
marginal tax rates. Average tax rates are calculated by
dividing some measure of tax by some measure of income.
For the statistics in this article, the average tax rate is
defined as “total income tax” (the sum of “income tax after
credits” and the “alternative minimum tax”) divided by
AGI reported on returns showing some income tax liability.
Measures of marginal tax rates, on the other hand, focus on
determining the tax rate imposed on the last (or next)
dollar of income received by a taxpayer. For this article,
the marginal tax rate is defined as the statutory rate at
which the last dollar of taxable income is taxed. (See
Appendix D for a more detailed explanation of marginal
tax rates.) The following sections describe the measure-
ment of the average and marginal tax rates in more detail and
discuss the statistics based on these rates for 1994,




[Money amounts are in bilions of dollars, except where indicated)

Individual Income Tax Rates and Tax Shares, 1994

Adjusted Gross Income, Total Income Tax, Average Tax Rate, and Average Total Income Tax, Tax Years 1985-1994

Taxable retums
Tax Average per retum
year Total number Number of Asa Adjusted Total Average Current dollars Constant 1 dollars +

of retlums retums percentage of| gross income|  income tax rate Adjusted Total Adjusted Total

total retums '] (iess deficit) tax (percent)® | grossincome| incometax { grossincome| income tax
(1) (2 3 (4 (5 (6) ™ (8) . (9) (10)

Using each tax year's adjusted gross income
101,660,287 82,846,420 815 2,259 326 144 27,268 : 3,931 25,342 3,653
108,045,170 83,967,413 81.5 2,440 367 15.1 29,062 4,374 26,516 3,991
106,996,270 86,723,796 81.1 2,701 369 137 31,142 4,257 27,414 3,747
109,708,280 87,135,332 794 2,990 413 138 34,313 4,738 29,005 4,005
112,135,673 |. ’89.178,355 79.5 3,158 433 137 35415 4855 28,560 3915
113,717,138 ’ 89,862,434 79.0 3,299 447 136 36,711 4976 28,088 3,807
-|- 88733587 -| -77.3-— -|~-3397--|——448~ - | - -134- —|-- 37603 -] —-5054---| —27.609- |~ -3711-
3 | 86731946 763 3484 476 137 40,168 5,491 28630 | 3914
114,601,819 |- 86,435.367 75.4 3,564 503 144 ‘41,233 5817 28,535 4,026
115,943,131 | 87,619,446 75.6 3,737 535 143 42,646 6,104 28,776 4119
o © - Using 1979 Income Concept® .
1()1 ,666,287 82,846,420 815 - 2,408 326 13.6. 29,003 3,931 26,954 3,653
7103,045170 7| 83967413 7|7 781557 T[T T27037 7|7 73677 |7 1367 | T 32194 7| T 4374 |7 293747 39917 |
106,996,270 86,723,796 81.1 2,736 369 " 135 31,551 ) 4,257 27,774 3,747
109,708,280 87,135,332 79.4 301 413 137 34,566 4,738 29,210 4,005
112,135,673 | 89,178,355 79.5 . 3,188 433 136 35,752 4,855 28,832 3915
113,717,138 | A 89,862,434 79.0 3,335 447 134 37,108 4,976 28,392 3,807
o SR T: =) I 114,730,123 |..88,7335687. . | .. 773 .| __3387 _ |. 448 _|. 132 |. 38169...| ...5054 | ..28024_ |. 3711 __._

1992......crecreeinened 113,604,503 86,731,946 76.3 3,553 476 134 40,964 5,491 29,198 3914
1998 . ceererene 114, 601'819' 86,435,367 75.4 3625 503 139 41,938 5817 29,023 4,026
1994....ereneeeed 115943.131 87,619,446 756 3,7% 535 14.1 43,322 6,104 29,232 4,119

Monthly Labor Review.

Statistics of Income-Individual Income Tax Returns, for 1985-1994.

Averﬁge Tax Rates

five distinct sub-periods:

1 Number of taxable returns (column 2) divided by total number of retums (column 1), |
2 Average tax rate is “total income tax” (column 5) as a percentage of adjusted gross income (AGI) (column 4)
3 The average adjusted gross income, average total income tax and average tax rate were calculated from unrounded data. !

4 Constant dollars are based on the Consumer Price Index (CPI-U, 1982-1884=100) computed and reported by the U.S. Department of Labor Bureau of Labor Statistics,

" Statistics for 1985 through 1994 on income (based on each

- year’s definition of AGI, as well as on the common 1979
Income Concept) and taxes reported are presented in
Figure A. (See Appendix D for an explanation of the 1979
Income Concept.) These tax years can be partitioned into

(1) Tax Years 1985 and 1986 were the last two years
under the Economic Recovery Tax Act of 1981
(ERTAS81). The tax bracket boundaries, personal
exemptions, and standard deductions were indexed for
inflation and the maximum tax rate was 50 percent.

'(2) Tax Year 1987 was the first year under TRA86. There
" was a one-year, transitional, five-rate tax bracket -

3

@

&)

s These statistics are based on adjusted gross income (AGI) recomputed to reflect the 1979 Income Concept, thus enabling more valid comparisons to be made of the
average tax rates among years. Changes in the definition of AGI among years render direct comparison of the unadjusted figures misleading. For additional infermation, see

structure and a partial phase-in of new provisions that -
broadened the definition of AGIL. The maximum tax"_
rate was 38.5 percent.

During Tax Years 1988 through 1990, there was
effectively a three-rate tax bracket structure [3]. The
phase-in of the provisions of TRA86 continued, and
the maximum tax rate was 33 percent.

For Tax Years 1991 and 1992, there was a three-rate
tax bracket structure (15, 28, and 31 percents), a

limitation on some itemized deductions, and a phase-
out of personal exemptions.

For Tax Years 1993 and 1994, there was a five-rate
tax bracket structure with a maximum statutory tax

rate of 39.6 percent,




Individual Income Tax Rates and Tax Shares, 1994

Over 87.6 million, or 75.6 percent, of the 115.9 million

individual returns filed for Tax Year 1994 were “taxable
returns.” These taxable returns showed total AGI of
$3,737 billion, an increase of more than 4.8 percent from
1993; using the 1979 Income Concept, total income
increased 4.7 percent to $3,796 billion. Taxpayers re-
ported $535 billion in total income tax for 1994, approxi-
mately $32 billion (6.4 percent) more than for 1993.
Thus, for 1994, the growth of total income tax exceeded
the growth of AGI by 1.5 percentage points.

In current dollars, average AGI and average total income
tax both increased from 1993 to 1994. Average AGI

increased 3.4 percent to $42,646, while average tax
increased 4.9 percent to $6,104. However, after adjusting

for inflation, average AGI ($28,776) continued to be less

than its peak level of $29,005 reported for Tax Year 1988

[4]. Yet, the average tax (in constant dollars) of $4,119
for 1994 exceeds the 1988 amount of $4,005, previously
the highest level in recent years.
Because TRAS86 reduced statutory tax rates and broad-
ened the definition of AGI (by eliminating or limiting the
preferential treatment of various tax items, such as restrict-
ing the use of “passive losses” to offset “non-passive
income” and eliminating the beneficial tax treatment of
net long-term capital gains), comparisons of average tax

Figure B

rates before and after 1986, based on current-year defini-
tions of AGI, become less meaningful [5]. The 1979
Income Concept provides a more consistent basis for such
comparisons. Based on the 1979 Income Concept, average
tax rates declined 0.1 percentage point from 13.6 percent
for 1986 to 13.5 percent for 1987, increased to 13.7 percent
for 1988, and declined again for the next three years, until
reaching 13.2 percent for 1991. The average tax rate rose
to 13.4 percent for 1992, and continued to increase until
reaching a level of 14.1 percent for 1994. The large in-
crease in the average tax rate for 1993 (0.5 percentage
points) coincided with the increased tax rates beginning
with that tax year.
Using AGI, the average tax rate on taxable returns
increased approximately 0.2 percentage points for 1994 to
14.3 percent, the highest level since 1986. However, the
increase in the average tax rate for 1994 did not affect
taxpayers in all income size classes (Figure B). Of the
three income size classes that showed an increase in the
average tax rate for 1994, all had small increases of ap-
proximately 0.1 percentage point. Furthermore, the “$1
under $10,000” class showed a decrease in the average tax
rate of approximately 0.2 percentage points. About half of
the decrease in this income size class can be attributed to
the increase in the earned income credit taken by individu-

Taxable Returns: Number of Returns, Adjusted Gross Income, and Total Income Tax, by Size of Adjusted
Gross Income, Tax Years 1993 and 1994

[Number of retums is in thousands--money amounts are in millions of dollars]

Size of adjusted gross income

Tax year, income, $1 $10,000 [ $20,000 | $30,000 | $50,000 | $100,000 | $200,000 | $500,000 |$1,000,000
and average tax Total Under under under under under under under under under or
M $10,000 | $20,000 | $30,000 | $50,000 | $100,000 | $200,000 | $500,000 |$1,000,000 more
(1) ) (3) (4) (5) 6) @) (8) 9) (10) (1)
Tax Year 1994:
Number of taxable returns....... 87,619 9 10,537 16,699 17,065 20,923 17,878 3,400 889 149 70
Adjusted gross income
(less deficit).........cccrrverveeeee] 3,736,645 -4,379 63,594 | 251,511 | 422,768 | 817,673 |1,201,511 445,877 255,944 100,582 181,565
Total income tax.........ccweene] 534,856 102 2,602 17,543 35,481 85,474 158,394 82,665 65,582 30,376 56,637
Average tax rate (percent)....... 14.3 (O] 41 7.0 84 10.5 13.2 185 25.6 30.2 31.2
Tax Year 1993:
Number of taxable returns....... 86,435 5 10,616 17,152 16,809 21,322 16,436 3,104 785 141 66
Adjusted gross income
(less deficit)........c.cnusrennen] 3,563,976 -3,896 64,757 | 258,789. | 414,731 | 830,595 |1,099,056 407,472 227,774 94,264 170,433
Total income tax...........uween 502,788 68 2,784 17,854 35,040 86,752 145,134 75,285 58,280 28,345 53,246
Average tax rate (percent)....... 14.1 ) 43 6.9 84 10.4 13.2 18.5 25.6 30.1 31.2
Increase In average tax rates,
1994 over 1993......cveeesesmennnand 02 ® 02 0.1 - 0.1 - - - 0.1 -

' Includes returns with adjusted gross deficit. Tax in these returns represents alternative minimumtax and/or Form 8814 tax not reflected in adjusted gross income or taxable income.

2 Parcentage not computed.
3 Difference not computed.

NOTE: Detail may not add to totals because of rounding.
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Returns With Modified Taxablé Income: Income Tax Generated at Each Marginal Rate on Retums With
the Indicated Marginal Tax Rate, Tax Year-1994

[All figures are estimates based on samples-—-money amounts are in thousands of dotlars)

Marginal tax Number of retums Modified taxable income Income tax generated
- rate classes Number Percentage Amount Percentage Amount Percentage

(1) @ 1. @ 4 ()] 6)
All rates. 92,689,014 100.0 2,598,151,782 100.0 540,933,400 100.0
15 percent (Form 8814) ! - 5,708 (2) 3,642 (2) 546 (2)
15 percent rate. 66,873,608 . 724 839,477,558 323 . 125,923,508 23.3
28 percent rate . 21,709,595 234 1,003,808,285 386 190,704,089 353
28 percent rate (capital gains) 3.........cocoocveeereereeneenn o 324,827 04 52,970,947 2.0 13,468,623 25
31 percent rate. 2,158,066 23 . 217,827,369 8.4 63,134,075 9.8
36 percent rate. 867,671 0.9 162,135,617 6.2 45,552,675 84
-39.6 percent rate 500,734 0.5 320,500, 344 123 111,713,814 20.7

.. Form 86154 _...248804 | _.__.03__ | _ 1428018 |__ _01__ | .. .436070 | .__ Ot _ | __

1 Form 8814 was filed for a dependent child under age 14 for whom the parents made an election to report the child's investment income (if it was from interest or dividends totaling

overall total adjusted gross income for these returns is negative.
2 Less than 0.05 percent.

between $500 and $5,000) on the parents' income tax return. This rate classification is comprised of those retums with a tax liabity only from the dependents’ income and thus the

2 Returns with net long-term wpltal gains in excess of short- termcapltal Iosas are taxed at the 28 percent rate.

+ Form 8615 was filed for a child under age 14 to report the child's investment i in
NOTE: Detax! may not add to totals bemuse of rounding.

als in this class. The amount of the earned income credit
used to offset income tax before credits for the taxpayers in
this income size class increased $84.9 million, from $8.9
million for 1993 to $93.8 million for 1994. The increase

mostly due to the 1994 change in law allowing certain
taxpayers without children to claim the earned income
credit [6]. (See the Major Tax Law Changes for 1994
section of this article for a description of the changes to the
earned income credit.) '

Overall, the average tax rate increased for 1994. This
increase was most likely the result of an increased number
of taxpayers and their corresponding AGI as reported in
the five highest income size classes, producing a higher
total income tax. The number of taxable returns for 1994
increased 1.4 percent, whereas the number of returns
reporting AGI of $50,000 or more increased 9.0 percent.
Likewise, AGI on all taxable returns increased 4.8 percent,
while on returns for taxpayers reporting AGI of $50,000 or
more it increased 9.3 percent. Accordingly, for 1994,
more taxpayers moved into higher brackets, facing higher
marginal tax rates and higher average taxes.

Marginal Tax Rate Classifications

The highest statutory tax rate bracket applicable to a tax
return was defined as the marginal tax rate for the statistics
presented in Figures C and D, as well as in Table 1. These
statistics were based on individual income tax returns
showing an amount for “tax generated” on taxable income

" “in the earned income credit for this group of taxpayers was | - generatedat each marginal tax rate by size of AGI'(Table -

- percent of the income tax, while the retumns in the “36

of $1,200. The returns in this rate classification are not dlstnbuted by tax rate.

and items of income that were subject to the regular income
tax, generally those included in AGI [7]. Tables 2 and 3
contain additional statistics based on marginal tax rates.
These tables present statistics on the income and tax

2) and by filing status (Table 3). Details on the determina-
tion of the marginal tax rate bracket into which a return is
assumed to fall are explained in Appendix D.

For 1994, over $540.9 billion in income taxes was
generated from 92.7 million individual returns with modi-
fied taxable income totaling $2,598.2 billion. The
amounts and percentages of modified taxable income and
income tax generated (before reduction by tax credits,
including the earned income credit) by the marginal rate
categories (defined in Appendix D) are presented in Figure
C. Approximately 72.2 percent of the returns, classified
in the “15 percent” and “15 percent (Form 8814)” mar-’
ginal rate categories, reported 32.3 percent of the modified
taxable income and generated 23.3 percent of the tax. The
23.8 percent of the returns in the “28 percent” and “28
percent (capital gains)” categories reported 40.7 percent of
the modified taxable income and 37.7 percent of the tax.
The returns in the “31 percent “ classification, reported 8.4
percent of the modified taxable income and generated 9.8

percent” classification showed 6.2 percent of the modified
taxable income and 8.4 percent of the income tax gener-
ated. The 0.5 percent of the returns in the “39.6 percent”
marginal tax rate category reported 12.3 percent-of the - - - -
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Returns With Modified Taxable Income: Percentages of Returns, Modified Taxable Income, and
Income Tax Generated by Marginal Tax Rate Classification, Tax Years 1992-1994

Individua! Tax Returns
Percentage
80 72.2

7/////:

?/////;

: 24 98 05 / 23 09 05
1992 1993 1994
(90.6 million returns) (90.7 million returns) (92.7 million returns)
Modified Taxable Income
Percentage
80 -
60
405 406
40 | . 329 23
2 %/// 87 &g 23
0 é% ‘ | : .
1992 1993 1994
($2.4 trillion) ($2.5 trillion) ($2.6 trillion)

Income Tax Generated
Percentage

80 "
60 -
383 373 376 37.8
<t
;////7

40

8 207
20 | /////j
.
L % s E
1992 1993 . 1994
($481.9 billion) ($508.4 billion) ($540.9 billion)

v

39.6 percent I

L Bpercent [l Bpercentt [ ] 3tpercent - 36 percent

tincludes 28% with net long- termcapital gains.
NOTE: Retums in the *Form 86 15" and "Form 8814" categories were included in the calculation of the percentages, but are not shown separately.
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modified taxable income and 20.7 percent of the tax. The
remaining returns--those in the “Form 8615”
category--reported 0.1 percent of the modified taxable
income and 0.1 percent of the income tax generated.

Changes in the distribution of percentages of tax returns,
modified taxable income, and income tax generated among
the various marginal tax rate classifications over Tax
Years 1992, 1993, and 1994 are illustrated in Figure D.
While the effect of the new higher statutory tax rate brack-
ets for 1993 is apparent, the changes in distribution per-
centages between 1993 and 1994 are not as dramatic.

In spite of small year-to-year changes, the percentages
of returns in the “15 percent” and “28 percent” marginal
tax rate categories generally held steady. Over this three-
year period, the percentage shares of modified taxable

| - ificomé decreased 0.3 percentage points in'the “15 per~ ~— -

cent” category, increased 0.5 percentage points in the “28
percent” category, and decreased 0.3 percentage points in
the categories above “28 percent”. Between 1993 and
1994, percentage shares of modified taxable income
_ increased 0.4 percentage points in the “36 percent” cat-

egory, and increased 0.2 percentage points in the “39.6
percent” category.

When examining percentage shares of income tax
generated between 1992 and 1994, the changes are similar,

. but larger. The percentage shares of income tax generated

decreased in both the “15 percent” classification (1.0
percentage point) and the “28 percent” classification (0.5
percentage points). The shares of income tax generated by
the classifications above “28 percent” increased 1.6 per-
centage points, with a 1.2-percentage-point increase for
1993, coinciding with the new higher marginal tax rates.
The rest of this increase (0.4 percentage points) occurred
between 1993 and 1994, when percentage shares of in-
come tax generated increased 0.5 percentage points and
0.3 percentage points in the “36 percent” and the “39.6
percent” categories, respectively. Thus, 1994 continued
the increase in shares of income tax generated by individu-
als in the two highest income tax brackets.

Componenits of Total income Tax

Regular Tax

Regular tax is generally tax detenmned from a taxpayer’s
taxable income on the basis of statutory tax rates less any
applicable tax credits. It does not include the “alternative
minimum tax” (AMT). The derivation of aggregate total
income tax for Tax Year 1994 returns with modified
taxable income is illustrated in Figure E. Table 1 includes
two tax amounts: “tax generated” and “income tax after
-credits.” Tables 5 through 8 and Figures A and B include
an additional measure of tax, “total income tax.”

. As shown (Figure E and column 5 of Table 1), the tax
generated by applying statutory income tax rates to modi-
fied taxable income was $540.9 billion. For most taxpay-
ers, tax generated was equal to income tax before credits.

Derivation of Tax Year 1994 Total Income Tax

as Shown in Statistics of Income
[Money amounts are in billions of dollars]

Tax generated from tax rate schedules or
tax table. 540.9
PLUS: Taxes from special computations, total..............cceeeee e 0.6
Tax on accumulation distributions of frusts ..........cccevevnnnind "
Tax on lump-sum distributions from qualified
FEUIBMENE PIANS. crvevc e vecr s ve et s rromsc st nn s sesn 0]
TTEQUALST T T T T Tt T e e e e b
Income tax b credits. 541.6
LESS: Tax credits, total........coeee e rremvsiisein s enee sy e 8.9
Child-care credit........ 25
Foreign tax credit......... 2.3
General business credit... 0.7
____Elderly.or.disabled credit... SOOI IR o/ N
Earned income credit (Ilmned to the amount
needed to reduce total income tax to zero).. 28
Credit for prior-year minimum tax...........owe 04
S OHET CrEGitS. .. e erereeeereerereveve st crercrcs e s st starsarsesas s s sesaanansases 0.1
EQUALS:

Income tax after CrOAHS.......corocrwumrrressssnrns 532.6
PLUS: Alternative minimum tax> ¥ 2
EQUALS: :

Total income tax. 534.8

' Not tabulated.

2 Less than 0.1 billion.
NOTE: Detail may not add to totals because of rounding.

However, for others, income tax before credits included
special taxes on accumulation distributions of trusts and
lump-sum distributions from qualified retirement plans
(when the special 5- or 10-year averaging method was
used) [8]. The earned income credit is included in this
computation to the extent that its application did not

of the EIC which is refundable to the taxpayer and any
portion of the EIC used to reduce other taxes are excluded
from the computation of income tax after credits [9].
Income tax after credits (Figure E and column 7 of Table
1) totaled $532.6 billion. Total income tax of $534.8
billion (Figure A and Tables 5 through 8) is thus the sum
of income tax after credits and the alternative minimum tax
[10].

Statistics on the type of tax computation for returns with
modified taxable income are provided in Table 4. For
1994, nearly 249 thousand returns were filed by children -
under age 14 with investment income over'$1,200. Using

reduce income tax before credits below zero. Any portion
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Returns With Alternative Minimum Tax: Selected Data from Alternative Minimum Tax Computation,
by Size of Adjusted Gross Income, Tax Years 1993 and 1994

[Money amounts are in thousands of doflars]

Size of adjusted gross income Total adjustments and preferences Altemative minimum taxable income Alternative minimum tax
Number of returns Amount Number of returns Amount Number of returns Amount
(1) (2) (3) 4 (5) (6)
Tax Year 1994
All returns. 4,160,580 56,998,374 4,161,878 478,201,308 368,964 2,212,094
No adjusted gross inCOmMe......c...cconurennnd 100,868 1,278,768 101,040 -5,747,807 3,166 100,250
$1 under $10,000 443,248 1,299,463 443,248 1,434,791 20,774 16,975
$10,000 under $20,000 392,625 . 1,835,739 392,625 4,791,107 2,644 6,247
$20,000 under $30,000.............cccerurrerens 267,711 1,407,829 267,712 5,788,317 5,351 10,852
$30,000 under $40,000...........cccrvvmrunne 295,616 1,909,780 295,616 9,375,200 8,248 17,255
$40,000 under $50,000.........c.oeeeriecennenn 320,403 1,743,494 320,702 12,843,190 4,591 18,142
$50,000 under $75,000..... 669,803 5,238,086 669,803 36,874,018 39,513 44,597
$75,000 under $100,000... 426,060 4,423,407 426,060 32,720,568 50,159 129,557
$100,000 under $200,000. 710,472 10,310,768 711,152 88,246,979 116,434 381,353
$200,000 under $500,000..... 400,452 11,628,146 400,503 110,042,300 91,724 726,002
$500,000 under $1,000,000.. 84,351 5,163,008 84,407 53,787,085 18,451 313,470
$1,000,000 or more.................... . 48,970 10,759,884 49,007 128,045,558 7,908 447,392
Tax Year 1993

All returns, 3,670,697 53,571,103 3,673,531 445,835,134 334,615 2,052,790
No adjusted gross income..........cccecveeued 97,664 742,421 96,465 -6,574,981 3,227 66,287
$1 under $10,000 315,525 962,639 315,525 1,110,406 21,820 5,613
$10,000 under $20,000.........cceerrrrunee 294,400 1,506,523 294,400 3,648,137 3,492 16,681
$20,000 under $30,000..........coceereemreennne 263,740 1,205,728 264,705 5,655,908 1,600 4,245
$30,000 under $40,000...........ccceenrverrnene 287,548 1,509,200 287,548 8,965,196 2,964 11,210
$40,000 under $50,000. . 294,745 1,602,231 294,745 11,749,970 6,142 8,752
$50,000 under $75,000..... .. 587,914 4,428,102 588,913 32,593,726 33,284 62,381
$75,000 under $100,000....... . 386,942 3,929,917 386,942 29,711,481 47,118 110,200
$100,000 under $200,000. . 641,968 9,810,616 643,318 80,297,012 104,905 384,454
$200,000 under $500,000..... . 369,145 10,851,875 369,631 101,465,884 84,731 658,671
$500,000 under $1,000,000.. " 83,597 5,363,325 83,760 53,071,682 17,626 290,786
$1,000,000 OF MOTE.......covomvricninniiinnncnns 47,511 11,658,527 47,580 124,140,713 7,706 433,509

NOTE: Detail may not add to totals because of rounding.

Form 8615 to compute their tax, these children showed Alternative Minimum Tax
$435:4 million in tax generated (column 7). If these same The alternative minimum tax was established by the
children had had all their income taxed as ordinary income, Revenue Act of 1978, to ensure that a minimum amount of
income tax before credits (regular tax computation) would income tax was paid by taxpayers who might otherwise use
have totaled $328.7 million (column 6). Thus, the differ- certain provisions of the tax code meant to stimulate
ence resulting from the special tax computation was over economic activity and generate “economic income” to
$106.6 million (column 8) in additional tax [11]. reduce, or even eliminate, their regular tax liability. The
Over 1.5 million returns using the Schedule D capital AMT provisions may recapture some of these tax reduc-
gains tax computation generated $112.6 billion in tax tions by recomputing income to achieve “alternative
(column 7). However, if long-term capital gains had been minimum taxable income,” or AMT]I, the tax base for AMT.
taxed the same as ordinary income (i.c., at a rate greater Form 6251, Alternative Minimum Tax--Individuals is used
than 28 percent), the amount of income tax before credits to calculate AMT. (See Appendix E for an explanation of
(regular tax computation) for these same taxpayers would the computation of AMTI.)
have been $120.6 billion (column 6). Therefore, the There were some minor changes in the AMT calculation
reduction resulting from use of the Schedule D tax computa- for Tax Year 1994. For Tax Years beginning after 1993,

tion was nearly $8.1 billion (column 8), compared with the taxpayers were required to use regular tax AGI instead of
$7.2 billion shown for 1993 (column 4). alternative tax AGI (ATAGI) when calculating AMTI
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[12]). The limit on the exclusion benefit of the preference billion. Taxpayers were able to exclude 60 percent of their
for intangible drilling costs increased from 30 percent to long-term capital gains (in excess of short-term capital
40 percent of AMTI, with certain adjustments. Inaddi- | losses) from AGI, but these capital gains were added back
tion, distributions received from a cooperative (unless when computing AMT. For 1986, after TRA86 was
deemed nontaxable) were included as an adjustment in introduced, but before it became effective, the AMT
figuring AMTIL. : liability increased to over $6.7 billion. This increase was
Statistics, by size of AGI, on the AMT reported by at least partially attributed to transactions undertaken as
taxpayers filing Form 6251 with their return are presented the result of changes which became effective the following
in Figure F. For 1994, an AMT liability exceeding $2.2 year. After 1986, both the top capital gains rate and the
billion was reported based on AMTI of $478.2 billion. top AMT rate increased, while the top marginal ordinary
The AMT amount for 1994 represents a 7.8 percent tax rate declined. In addition, capital gains were now fully
increase from the nearly $2.1 billion in AMT for 1993 included in AGI. For 1987, AMT decreased dramatically
based on $445.8 billion of AMTI. For 1994, the amount to $1.7 billion. During the period from 1988 to 1990, as
of total adjustments and preferences was nearly $57.0 the top marginal and capital gains rates were 28 percent
billion, an increase of 6.4 percent from 1993. The three and the top AMT rate was 21 percent, AMT continued to
_ highest income size classifications (200,000 ormore) | _decrease, to a low of $830.3 million for 1990. For 1991, |
showed an increase in the amount of AMT between 1993 when the AMT rate increased to 24 percent, the AMT
and 1994. The “$200,000 under $500,000” income size increased 46.1 percent to $1.2 billion. For 1993, when the
class reported the largest (10.2 percent) increase in AMT. top marginal tax rate and the top AMT rate increased again
The two higher income size classes, “$500,000 under (while the top capital gains rate remained the same), the
$1,000,000” and “$1,000,000 or more”, showed AMT AMT liability increased 51.3 percent to nearly $2.1 bil-
—increases of 7:8 percent and3:2:percent, respectively.~ ~— | ~lion-"For 1994; AMT exceeded $2:2 billion; the highest — —

The marginal tax rate, capital gains rate, AMT rate, and level reported since 1986.
the amount of AMT reported over the decade are shown in
Figure G.  For 1985,-when the top marginal tax rate was 50- | Income and Tax Shcres

" percent and the top capital gains rate and top AMT rate ~ Historical statistics on income and tax by cumulatlve

- |- -were-both 20-percent;'-the>AM’-I‘ ‘teported was almost $3.8- - -|- -percentiles (based-on numbers-of returns) are presented-in - -
: Tables 5 through 8. Distributions of AGI, as defined for

each year, and tax, by descending and ascending cumula-
tive percentiles of returns, are presented in Tables 5 and 6.
These tables can be used to make comparisons across

Marginal Tax Rate, Capital Gains Rate, Alternative cumulative percentile classes within each year, among
Minimum Tax Rate, and Aiternative Minimum Tax, years within the ERTA81 period (i.e., Tax Years 1982
Tax Years 1985-1994 . through 1986), and among years within the post-TRA86
[Tax rates are in percentages--money amounts are in thousands of dollars] perio d (1 e.. Tax Years 1987 throu gh 199 4) Since AGI
= : €., ( .
Tax . | Highest |Topcapital a,te,:;ive Alternative minimum tax was redefined un(!er TRAS6, Tables 5 and 6 are not as
year marginal | gains rate | minimum | Number of useful for comparisons between pre- and post-TRA86
tax rate laxrate | retums | Amourt years. Thus, tables 7 and 8, which are based on a consis-
(1) (2)1 _(3) @ &) tent definition of income (i.e., using the 1979 Income
g‘g g, g gg;ggg g';?;'?zg Concept), are included to facilitate such comparisons.
385 28 21 139779 | 1,674,808 Tables 5 and 7 are based on percentiles of returns
28,01 2 21 113562 | 1,027,884 cumulated downward from the highest income returns.
gg'g: g :} :‘Z‘m 831,012 The data are shown for the top 1, 5, 10, 25, and 50 per- -
31.0 o8 o4 223';32 ; :?gf;: cents of returns. In contrast, Tables 6 and 8 are based on
310 28 24 287,183 | 1,357,063 returns cumulated upward for the lowest income returns.
396 28 28 334,615 | 2,052,790 Data are shown for the bottom 50, 75, 90 95, and 99
T eS| Perens of al returns
1 Thi rate was on 60 perce ong-term capital gains (in excess - :
term capital losses) excluded from income. The remaining 40 percent of capital gains was For example, consider the data in Table 5 for the almost
'a’f:h a t'he "tax:;:dﬁlm of 52 :w'fy“- m::"g atop capital gains '8192 of 20 percent. 115.0 million returns filed for 1994 with positive AGI.
o tax rate ule provi only two basic rates: 15 percent and 28 percent.
However, taxable income between certain amounts was subject to an additional 5 percent The average tax rate for these returns was 13.5 percent, the

tax, creating an “effective™ 33 percent tax rate. _highest level since 1986 (14.5 percent). For 1994, the
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returns in the top 1 percentile reported 13.8 percent of
total AGI and almost 28.9 percent of total income tax.
The amount of AGI needed for inclusion in this percentile
group (i.e., the AGI floor) was $195,726. For 1993, the
returns in this same percentile group (i.e., those with at
least $185,715 in AGI) reported the same 13.8 percent of
total AGI while accounting for 29.0 percent of total in-
come tax. For 1994, the returns in the top 5 percentile
group (returns reporting AGI of $91,226 or more) reported
27.9 percent of total AGI and 47.5 percent of total income
tax, only 0.1 percentage point higher than the 27.8 percent
and 47.4 percent, respectively, for 1993 (when the AGI
floor was $87,386). The returns in the top 10 percentile
group (returns with AGI of at least $68,753) showed 39.2
percent of AGI and 59.5 percent of total income tax. For
1993, the returns in this percentile group (with AGI of
$66,077 or more) reported 39.1 percent of total AGI and
59.2 percent of total income tax.

The statistics by percentile in Tables 5 and 6 (for years
prior to 1991) and Tables 7 and 8 (for years prior to 1994)
were estimated, using a mathematical technique called
“osculatory interpolation,” applied to aggregated data
tabulated by income size classes, in order to distribute the
tax returns within each class [13]. For 1991 and later
years, the statistics by percentiles in Tables 5 and 6 (and
Tables 7 and 8 for 1994) were computed based on an
actual ranking of the returns in the statistical sample that
served as the basis for Individual Statistics of Income
estimates. The differences under the two methods were
judged to be minor enough so that the pre-1991 and post-
1990 data are believed to be comparable.

Notes and References

[1]1 The percentile groupings of tax filers exclude returns
with zero or negative AGL

[2] Using a worksheet, taxpayers who had income in
addition to any benefits received, calculated their
“modified income” and compared it to both a base
amount and an adjusted base amount. (In contrast to
AGI, “modified income” includes tax-exempt interest,
excludable interest from U.S. savings bonds reported
on Form 8815, one-half of total social security
benefits, and the foreign-earned income exclusion,
and excludes the foreign housing deduction.) If the
“modified income” was between $32,000 and $44,000
for married taxpayers filing jointly, or between
$25,000 and $34,000 for all other taxpayers (except
married taxpayers filing separately who lived with
their spouse anytime during the year and had a base

amount of zero), 50 percent of the income over the
base, but not more than 50 percent of the benefits
received, was taxable. If the “modified income”
exceeded the base amounts of $44,000 for married
taxpayers filing jointly, or $34,000 for all other
taxpayers (except married taxpayers filing separately
who lived with their spouse anytime during the year
and had a base amount of zero), $6,000 for married
taxpayers filing jointly ($4,500 for all other taxpay-
ers), plus 85 percent of the income above the $44,000
or $34,000 threshold was taxable, with the taxable
amount limited to 85 percent of social security
benefits. If the “modified income” amount was less
than the base amount, none of the benefits were
taxable. Prior to 1994, a maximum of 50 percent of
social security or tier 1 railroad retirement benefits
was included in AGI.

[3] For Tax Years 1988 through 1990, the tax rate
schedules provided only two basic rates: 15 and 28
percents. However, taxable income over certain
levels was subject to a 33 percent tax rate, to phase
out the benefit of the 15 percent tax bracket (as
compared to the 28 percent rate) and the deduction for
personal exemptions. At the taxable income level
where these benefits were completely phased out, the
tax rate returned to 28 percent.

[4] Inflation-adjusted constant dollars are based on the
Consumer Price Index (CPI-U, 1982-84=100)
computed and reported by the U.S. Department of
Labor, Bureau of Labor Statistics, Monthly Labor

Review.
Year CPI-U Year CPI-U
1994 148.2 1989 124.0
1993 1445 1988 118.3
1992  140.3 1987 113.6
1991 136.2 1986 109.6
1990  130.7 1985 107.6

[5] For further information on the Tax Reform Act of
1986, see U.S. Congress, Joint Committee on Taxa-
tion, General Explanation of the Tax Reform Act of
1986 (H.R. 3838, 99th Congress, Public Law 99-514),
May 4, 1987.

[6] The total eamned income credit for individuals in the
“$1 under $10,000” income size class increased from
$6.4 billion for 1993 to $8.6 billion for 1994. The
portion of the earned income credit used to offset
income tax before credits for this income size class
increased from $8.9 million for 1993 to $93.8 million

15



16

Individual Income Tax Rates and Tax Shares, 1994

for 1994. For the taxpayers in this income size class
claiming the credit without a qualifying child (1994
only), the earned income credit was $680.2 million
and the portion of the earned income credit used to
offset income tax before credits was $84.2 million.
These amounts are from the statistics shown in Table
2.5 in Statistics of Income--Individual Income Tax
Returns--Publication 1304 for 1993 and 1994.

[7] Nontaxable (i.e., tax-exempt) forms of income, such
as interest on state and local government obligations,
were not included in AGI and generally did not affect
the marginal tax rate. However, the receipt of some
forms of tax-exempt income could have influenced
the taxability of other income, such as social security
benefits. When this situation occurred, the income

© 7"~ “made taxable by the receipt of other forms of ~ — 7
nontaxable income was included in AGI.

[8] The income amounts on which these special compu-
tations were based were not reflected in current-year
AGI or current-year t taxable > income.

[9] For 1994, the total earned income credit was $21.1

~ billion. This amount includes the amount used to
-reduce the regular income-tax. ($2.8 billion), the
amount used to reduce other taxes reported on

- individual-income-tax-returns-($1:7-billion),-and-the- -
amount refunded to taxpayers ($16.6 billion). These
amounts are shown in Table 2.5 in Statistics of
Income--Individual Income T ax Returns 1994--Pub-
lication 1304.

Total income tax does not include certain other taxes
reported on the individual income tax return, such as
self-employment tax (the social security tax on
income from self-employment), the social security
tax on certain tip income, tax from the recapture of
prior-year investment or low-income housing credits,
and tax applicable to early withdrawals from an
Individual Retirement Arrangement (IRA) or other
qualified retirement plans. These taxes are included
in the statistics for “total tax liability,” which are
shown in-Statistics of Income--Individual Income Tax
Returns 1994--Publication 1304. For Tax Year
1994, total tax liability reported on 89,816,586
returns was $561.0 billion.

(10]

The difference resulting from the special tax compu-
tation does not reflect the provisions of TRA86,
which lowered standard deductions for dependents
(compared to other taxpayers) and prevented these
-children from claiming their own personal exemption.

(11]

[12] Before 1994, taxpayers computed an alternative tax
AGI (ATAGI) by adding certain inivestment interest,
various adjustments and preferences, and net .
operating loss deduction to AGI, then subtracting tax
refunds and the alternative tax net operating loss -
deduction. The ATAGI was the basis used when
income or deduction items, based on a limit of )
Jincome, were refigured for AMT purposes. Begin-
ning with 1994, AGI was used when income or
deduction items, based on limits of income, had to be
refigured for AMT purposes.

[13] For an explanation of the osculatory interpolation
technique, see Oh, H. Lock, “Osculatory Interpola-
tion with a Monotonicity Constraint,” /977 Proceed-

‘ings of the American Statistical Association, Section

“on Statistical Computing; 1978~~~ T T T 77

Appendix A: Explanation of Selected Terms
Brief explanations of the major tax concepts discussed in
this article are provided. For more extensive definitions,

. _see_Section 4 in Statistics.of Income--Individual Income. .. _|...

Tax Returns 1994--Publication 1304.

Adjusted Gross Income--Adjusted gross income is “total
income,” as defined by the-tax code, less “statutory adjust-
ments” (primarily business, investment, or employee-
related deductions, such as payments to a Keogh self~ . _.
employed retirement plan and certain deductible contribu-
tions to an Individual Retirement Arrangement or IRA, and
self-employed health insurance deductions). Total income
includes, for example, salaries and wages, taxable interest,-
dividends, alimony, and the net amounts from sources such
as business income, rents and royalties, and sales of capital
assets. A

Difference Due to Special Tax Computation--For this
article, the tax difference is the amount of tax resulting
from using the provisions of one of the special tax compu-
tations (Form 8615 or Schedule D) less the amount of tax
that would have resulted from not having used these
provisions (regular tax computation).

Form 8615 Tax Computation--Form 8615 was used to
compute the tax on investment income of children under
age 14 who had investment income of more than $1,200.

Income Tax Before Credits (Regular Tax Computation)--
This amount consisted of the tax liability on ordinary
income, computed by using the tax table or applying the
rates from one of the four tax rate schedules, plus any
additional taxes (tax on accumulation distributions of
trusts and tax on lump-sum distributions from qualified
retirement plans).. When Form 8615 tax was payable on °
investment income of children, for this concept, all the

* income was taxed at the child’s rate rather than atthe rate
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of the parents. When Schedule D tax was payable on net
long-term capital gains, the tax was based on the regular
tax rates rather than the 28 percent tax rate for capital
gains.

Marginal Tax Rate--See Appendix D.

Modified Taxable Income--See Appendix D.

Regular Tax Computation --Depending on marital status
and size of taxable income, the taxpayer used the tax table
or applied the rates from one of the four tax rate schedules
to determine tax. Returns of taxpayers who had taxes
computed by the Internal Revenue Service were classified
under the regular tax computation method.

Schedule D Tax Computation --Schedule D was used to
compute the 28 percent tax on net long-term capital gains
(in excess of net short-term capital losses). For 1994, any
investment interest used for itemized deductions (Schedule
A) was excluded from this computation.

Taxable Income--Taxable income is AGI less the sum of
personal exemption amounts and either the standard
deduction for non-itemizers or total itemized deductions.
The amounts for personal exemptions and total itemized
deductions are net of any reductions because of a
taxpayer’s high income.

Taxable Returns--A return is classified as “taxable”
based on the presence of “total income tax” (the sum of
income tax after credits and the alternative minimum tax).
The following additional taxes were not taken into account
for this purpose: self-employment, social security, or
Railroad Retirement Tax Act (RRTA) taxes, tax from
recomputing prior-year investment or low-income housing
credits, penalty taxes on Individual Retirement Arrange-
ments, section 72 penalty taxes, advance earned income
credit payments, or “golden parachute” payments (made to
key employees as compensation under certain circum-
stances).

Tax Generated--This is the amount of tax computed on
modified taxable income either from the tax rate schedules
or the tax table. Tax generated does not take into account
the alternative minimum tax or the effect of tax credits.
For most returns (those without the special taxes on lump-
sum distributions from qualified retirement plans or on
accumulation distributions of trusts), tax generated equals
“income tax before credits.”

Total Income Tax--Total income tax is the sum of
income tax after credits and the alternative minimum tax.

Appendix B: Income Tax Structure

Each year, taxpayers must file an income tax return if they
meet certain minimum filing requirements. The filing
requirements for 1994 were based on the amount of “gross
income,” filing status, age, and, to a lesser extent, on

dependency and blindness [B1]. Generally, the minimum
level of income for which a return was required to be filed
equaled the sum of the standard deduction for the particu-
lar filing status and the amount of the personal exemption
deduction allowed for the taxpayer or taxpayers (but not
for any dependents). In addition to the general filing
requirements, individuals were required to file a return for
Tax Year 1994 if they had net earnings from self-employ-
ment of at least $400; liability for social security or
Medicare tax on unreported tip income; social security,
Medicare, or railroad retirement tax on reported tip income
or group-term life insurance; “alternative minimum tax”;
tax on a qualified retirement plan, including an Individual
Retirement Arrangement or IRA; tax on the recapture of
investment credit or low-income housing credit; recapture
tax on the disposition of a home purchased with a Feder-
ally-subsidized mortgage; any advance earned income
credit payments; or wages of $108.28 or more from a
church or qualified church-controlled organization that
was exempt from social security taxes.

Gross income includes all income, received in the form
of money, goods, property, or services, that was not
expressly exempt from tax [B2]. Adjusted gross income
(AGI) is equal to gross income less deductions for certain
expenses [B3]. “Taxable income,” the base on which
income tax before credits is computed, equals AGI less the
amount for personal exemptions and less either total
allowable itemized deductions for taxpayers who itemize
deductions, or the standard deduction (including the
additional amounts for age and blindness) for all other
taxpayers.

Income tax before credits is calculated from taxable
income using: the tax table or tax rate schedules, both of
which vary with taxpayer filing status (single, married
filing jointly, surviving spouse, married filing separately,
and head of household); Form 8615 or Form 8814 for
children’s investment income; Schedule D worksheet for
net long-term capital gains; or some combination of the
above [B4]. For 1994, the tax rates for each filing status
were 15, 28, 31, 36, and 39.6 percents, with a maximum
rate of 28 percent on net long-term capital gains (in excess
of net short-term capital losses).

To calculate their Federal income tax liability for 1994,
taxpayers used either the tax table or the tax rate sched-
ules. Taxpayers with taxable income less than $100,000
were required to use the tax table, while those with taxable
income of $100,000 or more were required to use the tax
rate schedules. The tax table was based on income tax
“brackets” up to $50 wide [B5]. The tax within each
bracket was based on the tax calculated at the midpoint of
the bracket and then rounded to the nearest whole dollar.
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As a result, the tax table and the tax rate schedules could
produce slightly different amounts of tax for the same
amount of taxable income. Use of the tax table could have
produced either a slightly higher or lower amount of tax
than that produced by the tax rate schedules. For taxpay-
ers using the tax table with taxable income that was subject
to the 36 percent marginal rate, the maximum difference in
tax between the tax rate schedules and the tax table was
$8.89 [B6). However, the actual difference in tax was
smaller for almost all taxpayers.

Notes to Appendix B

[B1] Taxpayeré fall into one of five filing statuses: single,
married filing jointly, married filing separately, head -
of household, and surviving spouse. Being age 65

the standard deduction and, hence, the filing require-
ments. Those taxpayers who are (or could be)
dependents of other taxpayers have different filing
requirements. For more information on the general
filing requirements for 1994, see Statistics of Income--

Individual Income Tax Returns 1994--Publication
1304 or U.S. Department of the Treasury, Internal
Revenue Service, Your Federal Income Tax/For use
in preparing 1994 Returns-- Publication 17.

- [B2] -As-defined under section-61-of the Internal Revenue- - |-

Code, gross income includes amounts from wages
and salaries, interest and dividends, alimony,
bartering income, canceled debt income, gambling
winnings, rents and royalties, and gains from
property sales or exchanges, as well as gross profits
from sole proprietorships and farming, income from -
partnerships and S Corporations, and distributions
from estates and trusts. This definition of gross
income is slightly different from the Form 1040,
U.S. Individual Income Tax Return, concept of

. “total income,” which is a component of the
adjusted gross income (AGI) calculation on the
Form 1040. Total income includes net amounts
rather than gross amounts (income prior to deduc-
tions) from items such as business income and rent
and royalties. :

As defined under Internal Revenue Code section 62,
deductible expenses are those incurred in the course
of a trade or business or in connection with rents and
royalties; losses from property sales or exchanges,
and certain statutory adjustments, such as deductible
contributions to an IRA or Keogh plan, or the health
insurance deduction for certam self-employed
‘taxpayers.

[B3]

- or older-or being-legally-blind affects the amount of - —-|-

[B4] Income tax before credits includes tax on lump-sum
distributions from qualified retirement plans and tax
on accumulation distributions of trusts.

For taxable income between $0 and $5 and between
$5 and $25, the tax brackets were $5 and $10 wide,
respectively. For taxable income between $25 and
$3,000, the brackets were $25 wide. All brackets
for taxable income above $3,000 were $50 wide. .

[B5]

For example, assume a taxpayer filing as “married
filing separately” reported taxable income of
$94,999. Using the tax table, the tax would be
$26,843, but using the tax rate schedules, the tax
would be $26,851.89, a difference of $8.89.

(B6]

_Appendix C: Other Changes in Law for 1994

Among the additional tax law changes was the expiration
of the provision which allowed self-employed persons, or

" owners of more than two percent of the outstanding stock
" of an S Corporation, to deduct, in the calculation of AGI,

up to 25 percent of the amount paid for health insurance

" for themselves and their families. On April 11,1995, this
_ provision was restored retroactively to January 1, 1994;

however, to obtain the benefits retroactively, taxpayers had

" to file amended returns and such returns, if filed, are not

reflected in these statistics [C1].
“The ceilings on'taxable “sélf-employment income™
changed for 1994. The maximum amount of net earnings

- subject to the social security part of self-employment tax

increased to $60,600, while all net earnings (without limit)
were subject to the Medicare tax portion, provided that .
self-employment income was greater than $433 ($108. 28
for church employees).

Beginning with 1994, written acknowledgment from the
qualified recipient organization was required for all chari-
table contributions of $250 or more. Also for 1994,
employees could deduct only 50 percent (previously 80
percent) of business meal and entertainment expenses and

~ could no longer deduct club membership dues.

For 1994, the earned income credit could have been as
much as $306 for taxpayers without children, $2,038 for
taxpayers with one qualifying child, and $2,528 for tax-
payers with two or more qualifying children.

Itemized deductions for taxpayers with AGI exceeding
$111,800 ($55,900 if married filing separately) were
subject to a limitation. (The limitation applied to itemized
deductions other than deductions for medical and dental
expenses, investment interest expenses, casualty or theft
losses, or gambling losses.) Total itemized deductions

_ were reduced by the smaller of 80 percent of the nonexempt
* deductions, or 3 percent of the amount of AGI in excess of
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the threshold amounts. In addition, the itemized deduction
limitation and the width of each tax bracket were adjusted
for inflation.

The individual personal exemption amount increased
from $2,350 to $2,450. A taxpayer’s personal exemption
deduction was limited, based on filing status, if AGI
exceeded certain amounts. For each filing status, if a
taxpayer reported AGI below the bottom threshold, the
entire deduction was allowed; if AGI was more than the
upper limit, the deduction was disallowed entirely. The
deduction was reduced by 2 percentage points for each
$2,500, or part of $2,500 ($1,250 if married filing sepa-
rately), that AGI exceeded the limitation threshold. The
threshold for the limitation of personal exemption amounts
increased. For single taxpayers, the limitation began at
$111,800 and was completed at $234,300; for married
taxpayers filing jointly and surviving spouses, the limita-
tion began at $167,700 and was completed at $290,200;
for heads of households, the limitation began at $139,750
and was completed at $262,250; and for married taxpayers
filing separately, the limitation began at $83,850 and was
completed at $145,100.

The standard deduction increased from $3,700 to $3,800
for single filers; from $6,200 to $6,350 for joint filers and
surviving spouses; from $3,100 to $3,175 for married
persons filing separately; and from $5,450 to $5,600 for
heads of households. The additional standard deduction
(for taxpayers age 65 or older or the blind) increased from
$900 to $950 for single filers and heads of households, and
from $700 to $750 for married persons filing jointly,
surviving spouses, and married persons filing separately.

Notes to Appendix €

[C1] The reinstated deduction was disallowed for any
month in which the self-employed individual was
eligible to participate in any subsidized health plan
maintained by an employer of the individual or his/
her spouse.

Appendix D: Income and Tax Concepts

As discussed in Appendix B, gross income is all income
received that is not exempt from tax. Total income is the
net amount of gross income after certain expenses (i.e.,
business or rent and royalty expenses) have been deducted.
Adjusted gross income (AG]I) is the result of total income
less statutory adjustments to income (i.c., deductible
contributions to an IRA or Keogh plan).

1979 Income Concept

To analyze changes in income and taxes over a period of
years, a consistent definition of income should be used.
Because the components of AGI may vary from year to

year as the tax law changes, the “1979 Income Concept”
was developed to provide a more uniform measure of
income across tax years. By including the same income
and deduction items in each year’s income calculation and
using only items available on Federal individual income
tax returns, the definition of the 1979 Income Concept is
consistent throughout the base years and can be used for
future years to compare income by including only income
components common to all years. Tax Years 1979 through
1986 were used as base years in identifying the income
and deduction items included in this concept. The 1979
Income Concept applied to 1994 includes many income
and deduction items that are also components of AGI
(Figure H). However, unlike AGI, the 1979 Income
Concept also includes nontaxable (i.e., tax-exempt)
amounts of income reported on individual income tax

Components of the 1979 Income Concept,
Tax Year 1994

Income or Loss:
Salaries and wages '
Interest !
Dividends '
Taxable refunds !
Alimony received !
Capital gains reported on Schedule D minus allowable losses '
Capital gains and losses not reported on Schedule D *
Other gains and losses (Form 4797) 1
Business net income or loss !
Farm net income or loss !
Rent net income or loss !
Royalty net income or loss *
Partnership net income or loss !
S Corporation net income or loss *
Farm rental net income or loss !
Estate or trust net income or loss !
Unemployment compensation !
Depreciation in excess of straight-line depreciation 2
Total pension income 2
Other net income or loss*
Net operating loss !

Deductions:
Disallowed passive losses (Form 8582) °

Moving expenses *

Alimony paid !

Unreimbursed business expenses *

1 Included in adjusted gross income (AGI) for Tax Year 1994.

2 Adjustment to add back excess depreciation (accelerated over straight-line
depreciation) deducted in the courss of a trade or business and included in net income
(loss) amounts shown above.

3 Includes taxable and tax-exempt pension and retirement distributions, including
IRA distributions.

4Includes an adjustmant to add back amounts reported for the “foreign-eamed

income exclusion.”
8 Not fully included in AGI for Tax Year 1994.

¢ Not included in AGI for Tax Year 1994.
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_ portions of taxable income are taxed at different rates. |
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returns, as well as disallowed passive loss deductions. In
addition, only straight-line deductions for depreciation are
included in the 1979 Income Concept [D1].

Modified Taxable income

This concept is relevant only for “prior-year returns.” For
current-year returns, modified taxable income is identical
to taxable income.

This is the term used for the statistics to describe “in-
come subject to tax,” the actual base on which tax is
computed. Each year, a small number of returns for prior
tax years are filed during the same calendar year in which
the tax returns for the current tax year are being selected
for the Statistics of Income sample. Some of these returns
are selected for the sample and act as proxies for returns
for the current tax year that will be filed during a later

“calendar year. The tax on these returns is basedona |
previous year’s tax law (which may reflect different tax -
rates and income concepts). For the statistics in this
article, the taxable income reported on these prior-year
returns is modified to equal an amount necessary to gener-

year rates.

Marginal Tax Rates

How income tax is determined for a single taxpayer with
AGI of $275,000 using the standard deduction is illus-
trated in Figure I. As shown in the example, five different
tax rates are applied to the taxable income to arrive at total
tax. The first $22,750 of taxable income was taxed at the

Income Tax Calculatlon fora SIngIé Taxpayer With.

One Exemption Who Used the Standard Deduction,
Tax Year 1994

[Money amounts are in whole doflars]

Item 1994

Adjusted gross income 275,000

Less: Exemption amount. 0

Standard deduction amount.............c........ 3,800

Equals: Taxable income 271,200

. Tax based on tax rates for single taxpayers S

First $22,750 taxed at 15 percent................ SO . 3,413
Next $32,350 taxed at 28 percent........c...coo.cencenee .. . 9,058

Next $59,900 taxed at 31 percent..........ccccovcrevruennn 18,569

Next $135,000 taxed at 36 Percent...............umrrereen " 48,600

Next $21,200 taxed at 39.6 percent..........coceveueecennnn. ‘ 8,395

Total tax from tax rate schedule 88,035

" 1The exemption amount was phased out completely because AG! exceeded $234,300.

- ate the tax-actually shown on these returns using-current- - - |-

15 percent rate, the next $32,350 was taxed at the 28
percent rate, the next $59,900 was taxed at the 31 percent
rate, the next $135,000 was taxed at the 36 percent rate,
and the remaining portion, $21,200, was taxed at the 39.6
percent rate. For purposes of this article, the tax rate
applied to the last dollar of income (given certain assump-
tions about which source of income provided the last
dollar of income subject to tax) is the marginal tax rate for
that return. The example shown has a marginal tax rate of
39.6 percent. :
Since the individual income tax structure includes
various types of income, deductions, exclusions, credits,
and taxes, which are not subject to the same treatment
under the tax laws, determining marginal tax rates can be
difficult. For instance,investment income of a dependent

-under age-14-in excess-of-a specific-amount is-treated - -- - -

differently than salaries and wages of the same dependent.
The investment income in excess of $1,200 was taxed at
the marginal tax rate of the parents, while the salaries and
wages were taxed at the dependent’s own rate. .
_Calculating marginal tax rates for a specific i 1nd1v1dua1
"income tax return generally depends on the types and
amounts of income reported and the assumptions made
about the order in which the income is taxed, in particular,

which type of income is assumed to be received “last”.

This determination is compllcated by the presence of items |

‘such as the alternative minimum tax and various tax
credits. »
For this article; it is assumed that the income taxed at the

marginal rate was the “last” income received. The alterna-

tive minimum tax and income tax credits, such as the
earned income credit, are excluded in determining the
marginal tax rates. The marginal tax rate is defined as
follows: L S

(1) Ifareturn showed taxable income below or equal to
the amount to which the 39.6 percent tax rate was
applied, the marginal tax rate of the return was the
highest rate at which any amount of taxable income
reported on the return was taxed.

If the return had taxable income (from other than net
long-term capital gains) below or equal to the maxi-
mum amount to which the 28 percent tax rate applied,
as well as net long-term capital gains to which the
maximum 28 percent rate on the net gain applied, the
return was defined as having a.*28 percent (capital
gains)” marginal tax rate. However, if the return had
taxable income (from other than net long-term capital
gains) above the maximum amount to which the 28
percent rate applied, as well as net long-term capital

@

gains to which the 28 percent rate on the net gain
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applied, the return was classified as having the highest
rate at which any amount of taxable income reported
on the return was taxed.

(3) For returns of dependents with a Form 8615 attached
when the use of this form resulted in the taxation of
the dependent’s income as if it were that of the
parents, the return was classified as having a “Form
8615 marginal tax rate (the returns in the Form 8615
classification are not distributed by tax rate).

(4) For returns of parents choosing to report interest and
dividend income of their dependents under age 14 on
their own (i.e., the parents’) return using Form 8814,
when the dependent’s income generated the only tax
liability on the parent’s return, the return was classified
with a “Form 8814” marginal tax rate.

The classification of returns into marginal tax rate
categories for Statistics of Income purposes was essen-
tially a function of filing status, size of taxable income,
presence of net long-term capital gains (in excess of net
short-term capital losses), and presence of a Form 8615 or
a Form 8814. Returns were classified into one of the
following eight mutually exclusive marginal tax rate
categories: (1) Form 8814 (15 percent rate with no tax
liability other than that generated by the dependent’s
income); (2) 15 percent rate; (3) 28 percent rate; (4) 28
percent rate with net long-term capital gains [D2]; (5) 31
percent rate; (6) 36 percent rate; (7) 39.6 percent rate; and
(8) Form 8615 (with income taxed at any rate) [D3].

Statistics by marginal tax rate classification and filing
status for returns with modified taxable income are pre-
sented in Table 1. For each marginal rate classification,
modified taxable income and “income tax generated” were
computed “at all rates” and “at marginal rate.” The “at all
rates” computations (columns 3 and 5) show the total
amount of modified taxable income or tax generated,
tabulated by the marginal tax rate specified; each tax rate
classification is mutually exclusive. The “at marginal rate
computations (columns 4 and 6) report the specific
amounts of modified taxable income taxed and the tax
generated at the marginal tax rate shown, for all returns in
each of the marginal rate classifications. For example,
consider returns in the “joint returns and returns of surviv-
ing spouses” filing status that were included in the “39.6
percent” marginal tax rate classification. The total modi-
fied taxable income for the 425,973 returns in this classifi-
cation “at all rates” was $270.8 billion (column 3) and the
total tax generated was $94.0 billion (column 5). Nearly
$137.2 billion (column 4) of the modified taxable income
for 1994 was subject to tax at the marginal tax rate of 39.6

(3]

percent. This modified taxable income generated $54.3
billion (column 6) in tax at the 39.6 percent tax rate with
the remainder generated by the lower four tax rates. The
alternative minimum tax was not included in the statistics
by marginal tax rate.

Statistics on the tax generated, in total and at each
marginal tax rate bracket, for returns with modified taxable
income are provided in Table 2. Returns in this table are
classified by size of AGI rather than by the marginal tax
rate classifications used in Table 1. The tax generated at
each marginal tax rate was computed based on the modi-
fied taxable income for each individual return. For ex-
ample, the almost 0.9 million returns included in the
“$200,000 under $500,000” income size classification
showed total modified taxable income of $218.0 billion
and generated total tax of $65.6 billion. Of the $218.0
billion of modified taxable income, $32.1 billion was
taxed at 15 percent, $44.0 billion was taxed at 28 percent
(ordinary income), $17.5 billion was taxed at the 28
percent rate with net long-term capital gains, $40.4 billion
was taxed at 31 percent, $61.9 billion was taxed at 36
percent, and $21.9 billion was taxed at the 39.6 percent
rate, with the remainder consisting of tax related to Forms
8814 and 8615. - Approximately $4.8 billion of the total
tax generated was from the 15 percent rate, $12.3 billion
resulted from the 28 percent rate (ordinary income), $4.9
billion was from the 28 percent rate with net long-term
capital gains, $12.5 billion was from the 31 percent rate,
$22.3 billion was from the 36 percent rate, and $8.7 billion
resulted from the 39.6 percent rate, with the remainder from
tax related to Forms 8814 and 8615.

Statistics are presented in Table 3 on the income and tax
generated at each marginal tax rate (as in Table 2, columns 5
through 28) by filing status, instead of size of AGI, for
returns with modified taxable income. Over 0.4 million of
the 42.2 million returns with modified taxable income filed
jointly had some income taxed at the 39.6 percent tax rate.
For these returns, the taxable income subject to this rate
was $137.2 billion and the tax generated was $54.3 billion.

Notes to Appendix D

[D1] For more details on the income computation under
the 1979 Income Concept for 1994, see Statistics of
Income--Individual Tax Returns 1994--Publication
1304.

[D2] The “28 percent (capital gains)”” marginal tax rate
category consists of returns which have a top tax
rate of 28 percent, but have net long-term capital
gains (in excess of net short-term capital losses)
which would have been taxed at a higher rate if it
had been some other form of income.

21
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[D3] For some taxpayers, the statutory marginal tax rate
may differ from the actual marginal tax rate. For
example, extra income received by certain taxpayers
may result in the phaseout of their personal exemp-
tions as well as some of their itemized deductions.
Therefore, an extra dollar of income could add more
than $1 of taxable income. While this taxpayer could
face a statutory marginal tax rate of 31 percent, the
actual marginal rate faced by the taxpayer would be
somewhat higher.

: #pendlx E: Computation of Alternative
nimum Taxable Income -

AMTI was computed by adding certain “tax preferences”

(i.e., deduction or exclusion amounts identified as potential

- -sources-of tax-savings disallowed for AMT-purposes)-and-- -

“adjustments” (i.e., regular tax deduction amounts recom-
puted or excluded for AMT purposes) to taxable income
before any deductions for personal exemptions (Figures -
J-1and J-2). Despite the fact that itemized deductions for
some taxpayers were limited for regular tax purposes, the
full amounts of certain itemized deductions were included
as adjustments. To compensate for this, the overall
limitation on itemized deductions was subtracted from
taxable income for AMT purposes. The “net operating -
loss deduction” was recomputed to allow for the exclusion

“of the “tax preference items” and “adjustments” used to

Figure J-1

Calculation of Alternative Minimum Taxable
income (AM11), Tax Year 1994

Taxable income before deduction for personal

‘exemptions
PLUS: Adjustments and Preferences
PLUS: Net operaiing loss deduction
MINUS: Overall itemized deductions limitation
MINUS: Alternative tax net operating loss deduction’
EQUALS: AItémative minimum taxable income

1 Limited to 90 percent of AMTL, except when depletion Is present on Form 6251. In Whld‘l
case, AMTI is recalculated and the altemative tax net operatmg loss deduction is Ilmted
to 80 percent of the recomputed amount.

reduce regular tax liability. The recomputed net operating
loss deduction, termed the “alternative net operating loss
deduction,” was limited to 90 percent of AMTI (with
certain minor exceptions for 1994).

AMTI was reduced by an exemption amount dependent
upon the filing status of the individual, subject to phase-
out-at higher income levels. For 1994, the AMTI exemp--

tion for single filers (and heads of households) was
$33,750; for joint filers and surviving spouses, $45,000;
and, for married persons filing separately, $22,500. The
exemption was reduced (but not below zero) by 25 percent
of the amount by which AMTI exceeded threshold levels
of $112,500 for single filers (and heads of households),
$150,000 for joint filers, and $75,000 for married persons
filing separately. The exemption was phased out com-
pletely for individuals whose filing status was single (or
head of household), married filing jointly, and married
filing separately, at $247,500, $330,000, and $165,000, of
AMTI, respectively.

After reduction by the exemption, the first $175,000
($87,500 if married filing separately) of the remaining

. AMTI was subject to tax at a 26 percent rate, with any
~excess being taxed-at a-28 percent rate: ~The resulting tax- -

was reduced by the “alternative minimum tax foreign tax
credit,” which produced a “tentative minimum tax.” Ten-
tative minimum tax was further reduced by the individual’s
regular tax before credits (including additional taxes from

_accumulation distributions of trusts or lump-sum distribu-

tions from qualified retirement plans) less the foreign tax
credit (for regular tax purposes) to yield the alternative
minimumtax.

Dependents under the age of 14 with investment income

subject to special rules for AMT purposes. These rules
required that the dependents pay the same amount of AMT
as their parents would have paid had the parents included
the dependent’s income on their own tax return. (Depen-
dents filing their own returns were limited to an AMT
exemption of $1,000 plus their “earned income.” The
dependent’s AMT could be reduced if the parent had
regular tax greater than the child’s own tentative minimum
tax, or if any other dependent under age 14 of the same

parents had regular tax greater that this dependent’s own
‘tentative minimum tax.)

Appendix F: Data Sources and Limitations
The statistics for Tax Year 1994 are based on a stratified
probability sample of unaudited individual income tax.
returns (Forms 1040, 1040A, 1040EZ, and 1040PC,
including electronic returns) filed with the Internal
Revenue Service during Calendar Year 1995. Returns in
the sample were stratified based on: (1) the larger of
positive income or negative income; (2) the size of
business and farm receipts; (3) the usefulness of returns for
tax modeling purposes; and (4) the presence or absence of
the following tax forms: Form 2555, Foreign Earned
Income; Form 1116, Foreign Tax Credit (Individual,

" Fiduciary, or Nonresident Alien Individual), Schedule C,

over a certain amount who filed their own return were
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Alternative Minimum Tax Adjustments and Preferences, Tax Year 1994

Standard deduction

Medical and dental expenses from Schedule A (the lessor of deductible medical and dental expenses or 2.5 percent of AGl)
Deductions for state and local income, real estate, and foreign taxes

Deductions for interest on certain home mortgages not used to buy, build or improve the taxpayer's main home or second home
Miscellaneous itemized deductions subject to the 2-percent-of-AGl limitation ‘

Refunds of state and local income, real estate, and foreign taxes previously deducted (negative)

Investment interest expense (the result could be negative)

Excess of depreciation on property placed in service after 1986 over less liberal methods allowed for alternative minimum tax (AMT)

purposes (straight-line or 150-percent declining balance method, depending on the type of property; the result could be negative)

¥ Adjustment of gain or loss on property, the basis of which was affected by accelerated depreciation or rapid amortization and which
was reduced for AMT purposes (the result could be negative)

B Incentive stock options which were exercised after 1987 (the amount by which the value of the opﬁc‘m when exercised exceeded the
price paid by the taxpayer; the result could be negative)

B Ppassive activiiy loss allowed for regular tax purposes for activities acquired before October 23, 1986, taking into account AMT
adjustments and preference items and any AMT prior-year unallowed losses (the result could be negative)

8 Difference between income distributions to beneficiaries of estates and trusts for regular tax purposes and the amounts refigured
for AMT purposes (the result could be negative)

B Tax-exempt interest from private activity bonds issued after August 7, 1986
Excess of deduction for carryover of charitable contributions refigured for AMT purposes using AMT, instead of regular tax (the
result could be negative)

a Excess of circulation expenditures paid or incurred after 1986 over allowable amortization had the expenditures been capitalized
{the result could be negative)

® Excess of percentage depletion deduction for sections 611 and 613 property over the adjusted basis (the result could be negative)
Excess of accelerated depreciation on property placed in service before 1987 over straight-line depreciation as refigured for
AMT purposes

®  Adjustment from disallowing the installment sales method of accounting for sales of inventory and stock in trade after March 1, 1986,

with certain exceptions (the result could be negative)

8 Amount by which excess intangible drilling costs deducted currently over allowable amortization (if these costs had been capitalized)
was more than 65 percent of the taxpayer’s "net income" from oil, gas and geothermal wells, with exceptions for independent il
producers and royalty owners

8 Deferred income from long-term contracts entered into after February 28, 1986, with certain exoeptlons and limitations (the result
could be negative)

= Adjustment for refigured loss from activities in which allowable losses from partnerships or S corporations were limited by "at-risk”
and other rules, taking into account AMT adjustments and preference items (the result could be negative)

®  Excess of mining exploration and development costs paid or incurred after 1986 over allowable amortization had the costs been
capitalized (the result could be negative)

8 Adjustment for taxable distributions received from a cooperative (total AMT patronage dividend and per-unit retain allocation adjustment)
Excess of rapid amortization of pollution control facilities placed in service after 1986 over otherwise allowable depreciation (the result
could be negative)

8 Excess of research and experimental expenditures paid or incurred after 1986 over allowable amortization had the expenditures been
capitalized (the result could be negative)

®  Adjustment for refigured tax shelter farm losses, taking into account AMT adjustments and preference items (the result could be negative)

¥ Related adjustments, refigured for AMT purposes, including section 179 expense deduction, expenses for business or rental use of the

home, conservation expenses, taxable IRA distributions, self-employed health insurance deduction, Keogh retirement plan or self-
employed SEP deduction, and IRA deductions (the result could be negative)
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~Coefficients of Variation‘for-Seleéted—Items,*Tax-Year~1994- B e

'

Profit or Loss from Business (Sole Proprietorship); and
Schedule F, Profit or Loss From Farming. Returns were
selected at rates ranging from 0.02 percent (for the more
numerous, smaller-sized, nearly homogeneous returns) to
100 percent (for the relatively few returns with large income
amounts or unusual characteristics). The sampling resulted
in 108,861 returns selected to represent the 116,878,243

returns filed during 1995.

Since the data presented in this article are estimates based
on a sample of returns filed, they are subject to sampling
error. To properly use the statistical data provided, the

Figure K

|Coetticients ot variation are percentages|

magnitude of the potential sampling error must be known;’
coefficients of variation (CV’s) are used to measure that
magnitude. (For information about the samples used for
the other tax years referred to in the statistics, for example,
in Tables 5 through 8, see the Statistics of Income reports
for these years.) Estimated CV's for the number of returns
and money amounts for selected income items are pre-
sented in Figure K. The reliability of estimates based on
samples, and the use of coefficients of variation for evalu-
ating the precision of estimates based on samples, are
discussed in the appendix to this issue of the Bulletin.

Adjusted Taxable Tax
Size of gross income income generated
adjusted gross income Number T Number Number
of Amount of Amount cof - Amount
T T s e s e e rgtums Tl o s Tretums T ] T ST | Tretums T T S e A
(W) 2 (3) 4) (5) (6)

Total 0.06 0.17 0.25 0.22 0.25 0.24
Under $2,000 . .220. . 1.34 . ,4.95 8.39 4.99 6.85
$2,000 under $4,000. 2.44 249 5.47 8.18 5.56 8.38
$4,000 under $6,000 2.46 2.47 5.09 5.67 5.09 5.93
-$6,000 under $8,000:..m. s inm naate nt i o242 0] - - 2427 8583 |~ 472 | 354 .| 472 "
$8,000 under $10,000 2.38 2.39 3.31 - an 3.31 373
$10,000.under $12,000 242 2.43 3.18 3.64 3.18 3.64
$12,000 under $14,000. 241 . 2.4 277 3.34 2.77 3.34.
$14,000 under $16,000 247 . 248 '2.68 3.20 2.68 320
$16,000 under $18,000 2.64 2.64 2.79 3.26 2.79 32 ¢
$18,000 under $20,000. 0.06 0.17 0.25 0.22 0.25 024 - -

" $20,000 under $25,000. 2.20 1.34 495 6.39 4.99 6.85
$25,000 under $30,000 2.44 2.49 5.47 818 5.56 8.38
$30,000 under $40,000. 2.46 2.47 5.09 5.67 5.09 5.93
$40,000 under $50,000. . 242 242 3.53 4.72 3.54 4.72
$50,000 under $75,000......... I - 238 2.39 331 3.71 3.31 373
$75,000 under $100,000. 242 2.43 3.18 364 3.18 . 3.64
$100,000 under $200,000 2.41 2.41 277 3.34 2.77 3.34
$200,000 under $500,000 2.47 2.48 2.68 ©3.20 2.68 3.20
$500,000 under $1,000,000 . . 2.64 2.64 2.79 3.26 279 3.26

1,000,000 OF MOT...cceiieiiintisieie it cioesezssssseensseaes ‘0.06 , 9.17 0.25 o.gg 0.25 0.24:
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Table 1.-Returns With Modified Taxable Income: Tax Classified by Both the Marginal Rate and Each
Rate at Which Tax Was Computed, Tax Year 1994

{All tigures are estimates based on sampies—money amounts are in thousands ot dollars)

Modified taxable income Tax generated Income tax after credits
Highest marginal rate As a percentage of-
at which tax was computed Number of Adjusted Taxed at Taxed at At Adjusted | Modified
retums gross all rates marginal At all rates marginal Total gross taxable
income rate rate income income
(U] (2 3) 4 (5) (6) @ 8 )
All returns

Total, 92,689,014 | 3,817,221,298 | 2,598,151,782 | 1,423,929,837 | 540,933,400 | 312,761,206 | 532,613,680 140 205
15 percent (Form 8814) '.........J 5,708 -147,605 3,642 3,642 546 546 423 “ 11.6
15 percent... 66,873,608 | 1,679,124,799 | 839477558 | 839455837 | 125,923,508 | 125918376 | 121,400,295 7.7 145
28 percent... 21,709,595 | 1,350,488,132 | 1,003,808,285 | 308,713,464 | 190,704,089 86,439,770 | 189,726,984 14.0 189
28 percent (capital gains) 2 324,827 64,077,162 52,970,947 35,217,472 13,468,623 9,860,892 13,370,925 209 252
31 percent... 2,158,066 271,168,394 | 217,827,369 38,904,771 53,134,075 12,060,479 52,722,356 194 242
36 percent... 867,671 192,330,745 | 162,135,617 35,349,763 45,552,675 12,725,915 45,066,318 234 278
39.6 percent. 500,734 358,541,387 | 320,500,344 165,007,607 | 111,713,814 65,343,012 | 109,894,380 30.7 343
Form 86152.... 248,804 1,638,284 1,428,018 1,277,281 436,070 412,216 431,999 264 303

Joint returns and returmns
of surviving spouses

Total 42,228,108 | 2,602,380,553 | 1,800,054,965 | 929,345,698 | 387,413,176 | 214,993,967 | 382,883,065 147 213
15 percent (Form 8814) 1. 1,876 -170,116 1,086 1,086 163 163 136 9 125
15 percent........c.ccvmmeeennennd 26,692,109 929,242,217 | 493,502,435| 493,483,495 74,026,053 74,022,524 72,397,693 78 147
28 Percont........c.mnrinennenend 12,883,030 970,980,767 | 709,712,462 | 220,134,540 | 135,074,356 61,637,671 134,230,802 138 189
28 percent (capital gains) 2. 202,807 46,445,365 38,380,768 25,280,832 9,745,107 7,078,633 9,671,084 208 252
31 percent... 1,328,542 193,812,484 | 153,709,260 24,860,811 37,220,662 7,706,851 36,928,159 19.1 24.0
36 percent... 693,771 159,358,555 | 133,921,552 28,430,784 37,346,588 10,235,082 36,975,872 232 276
39.6 percent. . 425,973 302,711,280 | 270,827,402 | 137,154,149 94,000,247 54,313,043 92,679,318 30.6 342
Form 86153.... . - - - - - - - “ *

Returns of married
p filing sep: y

Total, 2,189,551 73,081,911 52,739,548 28,175,666 11,966,764 7,100,766 11,753,141 16.1 223
15 percent (Form 8814) '.........] hd b e hd b - - .- e
15 percent... **1,326,667 | *22,464,2881 **12,375,845| 12,375,845 **1,856,394 **1,856,376 **1,833,763 8.2 **14.8
28 percent.... 718,751 27,180,077 20,606,235 6,949,961 3,994,414 1,945,989 3,987,368 14.7 194
28 percent (capital gains) 2.. 9,456 1,703,465 1,313,041 1,034,544 344,326 289,672 342,433 20.1 26.1

81,279 6,004,791 4,743,201 690,397 1,148,054 214,023 1,140,973 19.0 24.1
. 35,028 4,502,246 3,841,866 743,407 1,073,978 267,627 1,057,010 235 275
. ] 18,370 11,227,044 9,859,360 6,381,512 3,549,598 2,527,079 3,391,594 302 344
Form 8615 3.... : - - - - -- - - (8] (4]
Returns of heads
of households )

Total . 9,720,613 264,562,692 | 142,251,576 | 104,134,964 24,854,084 18,169,026 22,048,575 8.3 155
15 percent (Form 8814) '.........] 3,822 *27,575 *2,548 *2,548 *382 *382 287 1.0 113
15 percent.... 8,682,299 192,974,648 87,522,821 87,520,157 13,128,708 13,128,024 10,459,783 54 120
28 percent.... 955,452 54,999,965 40,712,120 11,567,726 7,610,600 3,238,963 7,564,850 138 186
28 percent (capital gains) 5,757 1,155,629 971,606 730,147 249,316 204 441 247,843 214 255
31 percent.... 46,905 5,944,190 4,771,542 972,000 1,179,213 301,320 1,170,004 197 245
36 percent.... 18,625 3,943,980 3,291,589 769,138 936,566 276,890 901,259 229 274
39.6 percent.... 7,753 5,516,805 4,979,351 2,573,248 1,749,299 1,019,006 1,704,550 309 342
FOrm 8615 3....ciiecvniccneinnine -~ - - - - - - 9 “

Returns of single persons '

Total 38,550,742 | 877,196,142 | 603,105,692 | 362,273,510 | 116,699,376 72,497,444 | 115,928,898 132 192
15 percent (Form 8814} ......... . . o - . o . . "
15 percent.... { 30,172,545 | ~434,438,581 | **246,076,466 | 246,076,348 | **36,912,354 | **36,911,452 | **36,709,056 "84 149
28 percent.... 7,152,362 297,327,323 | 232,777,469 70,061,237 44,024,719 19,617,146 43,943,964 148 189
28 percent (capital gains) 2....... 106,807 14,772,803 12,305,533 8,171,948 3,129,874 2,288,145 3,109,566 21.0 253
31 percent.... ] 701,340 65,406,929 54,603,366 12,381,563 13,586,146 3,838,285 13,483,220 206 24.7
36 percent.... 120,247 24,525,964 21,080,609 5,406,434 6,195,542 1,946,316 6,132,178 250 29.1
39.6 percent. 48,637 39,086,258 34,834,232 18,898,698 12,414,671 7,483,884 12,118917 31.0 348
Form 8615 3.... 248,804 1,638,284 1,428,018 1,277,281 436,070 412,216 431,999 26.4 30.3

* Estimate should be used with caution due to the small number of sample returns on which itis based.

= Data are combined with data in an adjacent tax rate class to avoid disclosure of information for specific taxpayers.

1 Form 8814 was filed for a dependent child under age 14 for whom the parents made the election to report the child's investment income (it it was from interest or dividends totaling
between $500 and $5,000) on the parents' income tax return.

2 Returns with net long-term capital gains in excess of short-term capital losses taxed at the 28 percent rate.

3 Form 8615 was tiled for a child under age 14 1o report the child's investment income in excess ot $1,200. The returns in this rate classitication are not distributed by tax rate.

« Percentage not computed.

NOTE: Detail.-may not add to totals because of rounding.
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Table 2 Retums With ModifiedTaxabIeInoone TaxGeuuatedbyRateandbySuzeofAdiusderossIm

Footnotes at end of table.

Tax Year 1994
JAll figures are estimeates based on samples—money amounts are in thousands of dollars}
Number of ]‘_ax generated at specified rate
: Size of retums with Modified Tax 15 percent (from Form 8814) ' . 15 percent
adjusted gross income modified Taxable taxable gonerated | Number Income Tax Number income Tax
taxable income incorme at afl rates of taxed generated of taxed generated
income retums atrate at rate retums at rate atrate
() 4] @) @ ()] (O] (U] 8) © (10
TOM e cerensce o] 92,689,014 | 2,597,979,784 | 2,598,151,782 | 540,933,400 | 134,416 71,086 10,671 92,675,830 | 1,662,769,240 | 249,418,386
Under $2,000....... 1,443,241 476,065 476,682 78,056 1,056 599° 0 1,442,223 432,172 64,826
$2,000 under $4,000. 1,340,639 709,375 710,696 118457 *1,273 *1,273 “10 1,339,366 615,016 R,252
$4,000 under $6,000.... 1,692,238 2,149,573 2,154,139 334,445 - - - 169238 | 2069376 310,406
$6,000 under $8,000.... 3,141,418 4,540,019 4,539,832 688,098 C - - - 3,141,418 4,484,825 672,724
$8,000 under $10,000.. 3411,830 9,482,945 9483681 | 1429563| *1,273 ‘636 95 3,409,284 94203571 1,413,054
$10,000 under $12,000. 3,544,161 13,840,763 13841,866| 2085661| ‘1,273 ‘636 85 3,539,070 13,781,966 2,067,295
$12,000 under $14,000 4,435,448 21,156,772 21,157,157] 3,173,674 ‘234 117 ‘18 4,435,448 21,157,040] 3,173556
$14,000 under $16,000. .| 4,570,567 27,601,726 27,602,083 4,144,034 112 ‘85 13 4,570,456 27,558,115 4,133,717
.} -4214376 | --31,239,881 ] .- 31,240,980 |- - 4,689,799 |- *1,005- |- 1,002 - |— - *151— |--.4,214376 | - 31,222,936 | - -4,683,440-
4,066,855 37.637,7/5| 37639217 5653787] *1,273 ‘636 ‘95 4,066,855 37592524 5,638,879
9,467,126 | 113900469| 113901,054| 17,104,150| *1,129 564 ‘85 9467,125 | 113,787,008| 17,068,051
.| 8027,110 | 130,408561| 130,415,788 | 19,629680| ‘3,463 *1,730 259 8,027,110 | 129,897,469 ] 19,484,620
| 11,942,139 | 265,103,003] 265,142,629| 42,148816] *12,051 7,392 1,110 11,940,782 | 246,883812| 37,032,572
.] 9006244 | 269,128233| 269,152,560 | 43,979,860| 17,557 6908 | 1,040 9,006243 | 241,401,173 36,210,176
| 13,104,266 | 555521,635| 555589456| 97,666,010 15977 850 |. 1275 13,103,780 | 445688,030| 66,853,204
_$75,000 under $100,000... 4773981 | 3003287431 300374601| 61750977} 36945 | 15978 | 2398 | 4773654 | 17327505 | 25991,258
$100,000 under $200,000. -3399369 | 346313438 346353708 82913171 23,932 13,154 1975 3398716 | 123,509,968 | 18,539,995
889,160 | 218,024,338 | 218013647 65577,434] 14,318 8658 1,299 888,995 32,121,564 4818235
149 051 88,893,179f 88875305| 30,524086f 3275 232 348 148,933 5332310] - 799,846
6 161523291 ] 161486700 | 57,243,697 1271 | 887 133 69,758 2468525 370279
: ~ Tax generated gxerated at specified rate—Oanumed i
Size of 28 percent 28 percent (capital gains) 2 31 percent
~ - - - -adjusted gross income - |- Number__.|_._Income. |- .Tax...| Number -| .Income..]- -Tax . |.-Number . - Income — |-~ Tax- — |-
. -of taxed generated of - taxed . of taxed generated
" retums atrate at rate retums a rate at rate retums a rae atrate
(11 (12 (13 (149 (15 (16) an (18 (19)
Total 25482,063 | 483,126,484 | 135275416 1,551,502 | 89,634,330 | 25,007,616 | 3526472| 105509,510| 32,707,948
Under $2,000 ’ - — - - - - -
" $2,000 under $4,000. - - - - - - - - -
$4,000 under $6,000. - - - - - - ~ _ -
$6,000 under $8,000 - - - - - - - - -
$8,000 under $10,000 - - - - - - - - ~
$10,000 under $12,000 . - - - - - - - - -
$12,000 under $14,000.............cconcerenc] - - - - ) -
$14,000 under $16,000 - - = - - - - - -
$16,000 under $18,000 - - - = - - - - -
$18,000 under $20,000 - - - - - - - - -
$20,000 under $25,000 16,346 *11,486 *3,216 - - -|- - - -
$25,000 under $30,000 517452 516,590 144,645 - - - - - -
$30,000 under $40,000 3,782,730 18,191,958 5,093,748 - - - - - -
$40,000 under $50,000 24765%2| 27,744480| 7768454 - - - - - -
$50,000 under $75,000. 9,564,257 107,614,117 30,131,953 99,197 925493 259,140 261,086 1,304,290 - 404,330
$75,000 under $100,000... 4,697,129] 120,207,212 33,658,019 108596 | 1,262,898 353615 348,964 5,454,394 | - 1,690,862
$100,000 under $200,000. 3,349,320 154,193525| 43,174,187 791,118 13464,402| 3770025| 1,864,114| 48,289,728| 14,969,816
$200,000 under $500,000. 867,327| 44,029977] 12328394| 423,886) 17485397 4895915 845270] 40,440,145] 12,536,445
$500,000 under $1,000,000.. X 7296820 2043110 84,703 | 11,836,654 | 3,314,264 141,744 6847309 2122666
1,000,000 or more 3,320,318 829,689 44,003 | 44,659,486 | 12,504,656 65,344 3173645| 983830
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Table 2.-- Returns With Modified Taxable Income: Tax Generated by Rate and by Size of Adjusted Gross

Income, Tax Year 1994--Continued A
|All tigures are estimates based on samples—-money amounts are in thousands ot dollars)

~Tax generated al speciied rate_continued
Size of 36 percent 39.6 percent Form 86153
adjusted gross income Number Income Tax Number Income Tax Number Income Tax
of taxed generated of taxed generated of taxed generated
returns at rate atrate retuns at rate at rate returns at rate at rate
(20) (21) (22) (23) (24) (25) (26) (27) (28)

Total 1,368406 | 90,733,102 | 32,663,917 500,735 | 165,010,749 | 65,344,257 248,804 | 1,277,281 412,216
Under $2,000............oereerreeernnernenerenes] - - - - - - 119,011 43,910 12,863
$2,000 under $4,000...........ccccovncneaene. - - - - - - 63,695 94,407 25,846
$4,000 under $6,000 - - - - - - 23613 84,764 23,945
$6,000 under $8,000 - - - - - - 10,982 *55,007 *15271
$8,000 under $10,000 - - - - - - *8,295 62,688 *16.291
$10,000 under $12,000 - - - - - - *6,365 59,264 18,174
$12,000 under $14,000.... - - - - - - - - -
$14,000 under $16,000 - - - - - - *3,661 *43,882 10,181
$16,000 under $18,000. - - - - - - 1,115 *17,042 6,113
$18,000 under $20,000. - - - - - - 2,546 46,056 *14,725
$20,000 under $25,000. =] - - - - - *4,742 *101,995 32,462
$25,000 under $30,000. - - - - - - - - -
$30,000 under $40,000. - - - - - - 2,103 *59,467 21,045
$40,000 under $50,000 - - - - - - - - -
$50,000 under $75,000............ccoerurcnncsd - - - - - - 917 49,021 *15,996
$75,000 under $100,000... . 15,292 132,262 47,614 - - - 327 26,800 7,226
$100,000 under $200,000. 352,020] 6,475566] 2,331,204 7,050 221,696 87,792 *650 95,669 37,794
$200,000 under $500,000.... 798,340 | 61,876,003| 22,275,361 298,630] 21,917,323 8,679,260 467 *134,579 *42,370
$500,000 under $1,000,000. . 138,225 | 15,177,004 | 5,463,721 132,836 | 42,222,131 | 16,719,964 236 *160,755 *60,090
$1,000,000 Or MOYe......ccccrueenrmruncrrreans] 64529] 7072266] 2,546,016 62,219 | 100,649,599 | 39,857,241 79 141,974 51,830

* Estimate should be used with caution because of the small number of sample returns on which it is based.
1 Form 8814 was filed for a dependent child under age 14 for whom the parents made the election to report the child's investment income (if it was from interest or dividends totaling
between $500 and $5,000) on the parents’ income tax return.
2 Returns with net long-term capital gains in excess of short-term capital losses taxed at the 28 percent rate.
3 Form 8615 was filed for a child under age 14 to report the child's investment income in excess of $1,200. The retums in this rate dassification are not distributed by tax rate.

NOTE: Detail may not add to totals because of rounding.
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Table 3.- Returns With Modified Taxable Income: Taxable Income and Tax Classified by Each Rate at Which
Tax Was Computed and by Filing Status, Tax Year 1994

[AIl figures are estimates based on samples-—money amounts are in thousands of dollars]

between $500 and $5,000) on the parents’ income tax return.

2 Returns with net long-term capital gains in excess of short-term capital losses taxed at the 28 percent rate.
3 Form8615 was filed for a child under age 14 to report the child's investment income in excess of $1,200. The retums in this rate dassmmﬂon are not distributed by tax rate. -

NOTE: Detail may not add to totals because of rounding.

Al Jaint retums and Retums of married
Marginal tax retums retumns of surviving spouses persons filing separately
rate dasses Number Income Income tax Number Income Income tax Number Income Income tax
' of taxed generated of taxed generated of taxed generated
retums at rate atrate retums at rate at rate retums at rate at rate
1) (2 (3) (4 (5) (6) [ 8 )]
All tax rates......o-cmmeeem{ 92,689,014 | 2,598,151,782 | 540,930,423 | 42,228,108 | 1,800,054,965 | 387,412,120 2,189,551 | 52,739,548 | 11,966,726
71,086 10,671 116,522 62,353 9,362 14 16 2
1,662,789,240 | 249418386 | 42,226,232 1,083,779,839 162,566,976 2,189,549 | 28,770,629 4,315,594
483,126,484 | 135,275,415] 15488,715( 357.368,050| 100,063,054 858,1821 10,675,026 2,889,007
89,634,330 25,097,612 1,123,448 67,626,204 | 18,935,337 35,770 3,182,623 891,134
105,509,510 | 32,707,948 2,448,286 78,776,505]| 24,420,717 134,678 1,975,966 612,549
90,733,102 32,663,917 1,119,744 75,287,864 27,103,631 53,398 1,753,777 631,360
165,010,749| 65,344,256 425973 | 137,154,149] 54,313,043 18,370 6,381,512 2,527,079
1,277,281 412,216 - - - - - -
e JES U D etumsofheads_ .. ._ ... |- .. .__Retumsof _ __ _ __ _____._
of households single persons . .
Nurmber Income Income tax Number - Income Income tax
of taxed generated of taxed generated
retums at rate at rate retur_ns at rate atrate -
(10) (11) (12) (13) (14) (15)
All tax rates. 9,720,613 142,251,576| 24,853,801 | 38,550,742 603,105,692 116,697,775
B percent (FOMM 8B18) T . i asiaee e 178291 _A8586 T 12870 0 2820 180 T 20
15 percent 9,716,791 | 119,071,609} 17,860,741] 38,543,258 [ 431,167,164 | 64,675,075
28 percent . 1,031,807 15,166,440 4,246,603 8,103,260 | 99,916,967} 27,976,751
28 percent (capital gains) 2 26,130 1,453,533 406,989 366,153 | 17,371,970 4,864,151
31 percent . 73,284 2,259,266 700,373 - 870225| 22,497,774 6,974,310
36 percent 263781 1,718,894 618,802 168,885 11,972,567 4,310,124
o =890 POICENM:..ccrerrencianrivisenmisieifeeiniberaneeiosieneirerentresreseereesrensrensenesasaoses - -- 7,753 | ---2573,248} -1,019,006] - - -.48,638 |- 18,801,840 |- 7,485,129 - [ --
Form 8615 3 . - -] -~ 248,804 1,277,281 412,216
1 Form 8814 was filed for a dependent child under age 14 for whom the parents made an election to report the child's investment income (|f it was fnomlmerest or dividends totaling
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Table 4.--Returns With Modified Taxable Income: Tax Classified by Type of Tax Computation and by
Size of Adjusted Gross Income, Tax Years 1993 and 1994

[All figures are estimates based on samples—money amounts are in thousands of dollars]
—_— e ——————————————————————

Tax Year 1993

Tax Year 1994

Type of tax computation Income tax before credits Tax Difference Income tax before credits Tax Difference
by size of (regular tax computation) ! generated dus to (regular tax computation) ! generated due to
adjusted gross income Number of special tax Number of special tax
retums Amount Amount computation 2 retums Amount Amount computation 2
(1) {2) (3) 4 5) (6) 7} (8)
Returns with regular tax
computation only
Total 88,848,467 | 392,858,171 | 392,859,128 N/A 90,883,000 | 427,938,878 | 427,937,144 N/A
Under $5,000........c..cciireeirirecnenninninins 3,309,268 260,453 260,457 N/A 3,621,554 274,102 274,092 N/A
$5,000 under $10,000..... 7,183,440 2,343,224 2,343,224 N/A 7,178,653 2,259,315 2,259,307 N/A
$10,000 under $15,000 10,538,406 7,426,626 7,426,622 NA 10,245,644 7,106,764 7,106,762 N/A
$15,000 under $20,000 10,589,709 12,694,206 12,694,200 N/A 10,570,694 12,591,310 12,591,304 N/A
$20,000 under $25,000 9,308,509 17,097,875 17,099,139 N/A 9,462,383 17,070,768 17,070,754 N/A
$25,000 under $30,000 7,671,656 18,792,662 18,792,654 N/A 8,027,110 19,630,451 19,630,443 N/A
$30,000 under $40,000 12,298,021 43,652,729 43,652,715 N/A 11,939,777 42,129,427 42,129,400 N/A
$40,000 under $50,000.... 9,045,011 43,937,300 43,937,300 N/A 9,006,243 43,981,111 43,981,106 N/A
$50,000 under $75,000.... 12,118,004 90,385,890 90,385,849 N/A 13,003,666 96,274,958 96,274,952 N/A
$75,000 under $100,000.. 4,103,565 52,335,559 52,335,560 N/A 4,665,057 59,838,127 59,838,120 N/A
$100,000 under $200,000... 2,232,809 49,985,796 49,985,733 N/A 2,607,598 59,423,477 59,423,417 N/A
$200,000 under $500,000... 374,024 27,136,278 27,136,132 N/A 464,797 33,971,036 33,969,452 N/A
$500,000 under $1,000,000 55,459 11,658,868 11,558,845 N/A 64,112 13,529,591 13,529,592 N/A
$1,000,000 or more.........ce...... 20,585 15,250,706 15,250,698 N/A 25,711 19,858,442 19,858,443 N/A
Retums with Form 8615
tax computation
Total 251,531 296,709 408,132 111,423 248,804 328,743 435,378 106,635
Under $5,000 205,047 52,951 81,589 28,638 200,569 47,586 72,704 25,118
$5,000 under $10,000...... 25,209 23,989 36,826 12,837 25,027 23,636 42,009 18,373
$10,000 under $15,000.... ‘8,578 *14,628 28,314 *13,686 8,911 *14,173 *27,057 *12,884
$15,000 under $20,000.... ‘4,843 *11,708 *27,033 *15,325 ‘4,775 *11,487 *22,879 *11,392
$20,000 under $25,000.... *1,245 3,833 *7.847 ‘4,014 *4,742 *15,797 *32,899 *17,102
$25,000 under $30,000.... *2,237 *11,329 *24,500 *13,171 - - - -
$30,000 under $40,000. - - - - *2,103 *10,498 *21,077 *10,579
$40,000 under $50,000. 1,124 *10,089 *18,584 *8,495 - - -
$50,000 under $75,000. - - - - 917 *11,165 *16,080 *4,915
$75,000 under $100,000 *962 *16,290 *24,530 8,240 *327 *6,797 *7,226 *429
$100,000 under $200,000.... "1,877 *59,072 *69,087 *10,015 “650 *27,967 *37,794 *9,827
$200,000 under $500,000 *158 *9,367 *9,060 *-307 *467 *44,474 *42,395 *-2,079
$500,000 under $1,000,000. *215 *57,649 *54,351 *.3,298 *236 *59,112 *60,101 *989
$1,000,000 or more................ *37 *25,804 26,410 *606 79 56,050 53,157 *-2,893
Returns with Schedule D
tax computation
Total 1,625,559 | 122,253,076 | 115,090,650 -7,162,426 1,551,502 | 120,639,639 | 112,564,953 8,074,686
Under $5,000... - - - - - - - -
$5,000 under $10,000. - - - - - - - -
$10,000 under $15,000. - - - - - - - -
$15,000 under $20,000..... - - - - - - - -
$20,000 under $25,000..... - - - - - - - -
$25,000 under $30,000..... - - - - - - - -
$30,000 under $40,000.. - - - - - - - -
$40,000 under $50,000.. - - - - - - - -
$50,000 under $75,000.. 102,149 1,423,425 1,412,379 -11,046 99,197 1,385,049 1,374,785 -10,264
$75,000 under $100,000... 112,097 1,995,452 1,969,890 -25,562 108,596 1,928,120 1,905,661 -22,459
$100,000 under $200,000.... 869,773 25,718,876 25,361,873 -357,003 791,118 23,811,318 23,452,383 -358,935
$200,000 under $500,000.... 410,837 32,349,469 31,088,931 -1,260,538 423,886 32,889,957 31,565,590 -1,324,367
$500,000 under $1,000,000 84,960 17,950,865 16,812,283 -1,138,582 84,703 18,184,218 16,934,344 -1,249,874
$1,000,000 or more.............. 45743 42,814,989 38,445,294 -4,369,695 44,003 42,440,979 37,332,190 -5,108,789

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

1 Includes special taxes not included in tax generated.
2The difference between the amount of tax resulting from using provisions of one of the spacial tax computations and the amount of tax resulting from the regular tax computation.

N/A - Not applicable.

NOTE: Detail may not add to totals because of rounding.
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Table 5.—Returns With Positive Adjusted Gross Income (AGl): Number of Returns, Shares of AGl and

' Total Income Tax, AGI Floor on Percentiles in Current and Constant Dollars, and Average Tax Rates, by
Selected Descending Cumulative Percentiles of Returns Based on Income Size Using the Definition of
AGI for Each Year, Tax Years 1985-1994

[All figures are estimates based on samples]

Descending cumulative percentiles

Item, tax year Total Top Top Top Top Top
. 1 percent 5 percent 10 percent 25 percent 50 percent
(1) (2) (3) (4) (5) (6)
Number of returns: * ”
1985 100,625,484 1,006,255 5,081,274 10,062,548 25,156,371 50,312,742
1986, 102,087,623 1,020,876 5,104,381 10,208,762 25,521,906 51,043,811
1987 106,154,761 1,061,548 5,307,738 10,615,476 26,538,690 53,077,380
1988 108,872,859 1,088,729 5,443,643 10,887,286 27,218,214 54,436,429
1989 111,312,721 1,113,127 5,565,636 11,131,272 27,828,181 55,656,361
1990 112,812,262 1,128,123 5,640,613 11,281,226 28,203,066 56,406,132
1991 113,804,104 1,138,041 5,690,205 11,380,410 28,451,026 56,902,052
1992 112,652,759 1,126,528 5,632,638 11,265,276 28,163,190 56,326,380
. 1993 113,681,387 | 1,136,814 _ 5,684,069 | 11,368,139 28,420,347 56,840,694
1994 114,989,920 1,149,899 5,749,496 11,498,992 28,747,480 | 57,494,960
Adjusted gross income floor on percentiles '
(current dollars):
1985 N/A 108,134 58,883 46,322 30,928 16,688
1986 N/A 118,818 62,377 48,656 32,242 17,302
1987 N/A 139,289 68,414 52,921 33,983 17,768
 198Buuenressesnszzzeesssensepazzzngeessssssssnssisnesssenseend ___NIA | 157,136 72,735 55,437 35,398 18,367 .
1989 N/A 163,869 | ~ ~ 76,933 "~ 58,263 T 36839 |~ 18,993
1990 ‘N/A 167,421 79,064 60,287 38,080 19,767
1991 N/A 170,139 81,720 61,944 38,929 . 20,097
1992 N/A 181,904 85,103 64,457 40,378 20,803
1993 N/A 185,715 87,386 66,077 41,210 21,179
1994 N/A 195,726 91,226 68,753 42,742 21,802
‘Adjusted gross income floor on percentiles . . - R
(constant dollars): ?
1985 N/A 100,496 54,724 43,050 28,743 " 15,509
1986 N/A 108,411 56,913 44,394 29,418 15,786
1987 N/A 122,614 60,224 46,585 29,915 15,641
1988 N/A 132,828 61,484 46,861 29,922 15,526
1989 N/A 132,152 62,043 46,986 29,709 15,317
1890 N/A 128,096 60,493 46,126 29,135 15,124
1991 N/A 124,919 60,000 45,480 28,582 14,756
1992 N/A 129,654 60,658 45,942 28,780 14,828
1993 N/A 128,522 60,475 45,728 28,519 14,657
1994 N/A 132,069 61,556 46,392 28,841 14,711
Adjusted gross Income (millions of dollars): ?
1985 2,343,989 235,095 531,372 791,481 1,358,860 1,939,351
1986 2,524,124 285,197 608,467 886,510 1,490,173 2,103,569
1987 2,813,728 346,635 722,221 1,038,221 1,709,389 2,373,869
1988 3,124,156 473,527 890,702 1,232,536 1,950,860 2,657,865
1989 3,298,858 468,079 918,421 1,286,539 2,054,478 2,805,235
1990 3,451,237 483,252 953,337 1,338,032 2,144,177 2,932,537
1991 3,516,142 456,603 943,350 1,343,202 2,174,765 2,984,003
1992 3,680,552 523,586 1,031,093 1,443,784 - 2,299,401 3,131,400 -
1993 3,775,578 520,586 1,048,252 1,474,463 2,357,953 3,212,299
1994 3,961,146 546,700 1,103,084 1,552,205 2,481,074 3,371,352
Total iIncome tax (miflions of dollars): 3
1985 325,525 72,581 127,880 168,907 241,887 302,401
1986 366,979 94,491 156,240 200,703 278,976 343,289
1987 369,046 91,559 159,642 205,230 283,857 346,655
1988 412,761 113,841 188,303 236,411 321,297 389,145
1989 432,838 109,259 190,188 241,458 334,258 407,599
1990 447,061 112,338 195,088 247,514 344,340 421,075
1991 448,349 111,267 194,480 250,282 346,511 423,759
1992 476,163 131,156 218,479 276,213 373,700 452,070
1993 502,720 145,836 238,083 297,808 398,516 478,563
1994 534,754 154,337 - 254,106 317,902 425,402 509,256

Footnotes at end of Table 6.




Individual Income Tax Rates and Tax Shares, 1994

Table 5.~Returns With Positive Adjusted Gross Income (AGl): Number of Returns, Shares of AGI and
Total Income Tax, AGlI Floor on Percentiles in Current and Constant Dollars, and Average Tax Rates, by
Selected Descending Cumulative Percentiles of Returns Based on Income Size Using the Definition of

AGI for Each Year, Tax Years 1985-1994—-Continued
[All figures are estimates based on samples]

Descending cumulative percentiles--Continued
Item, tax year Total Top Top Top Top Top
1 percent 5 percent 10 percent 25 percent 50 percent
(1) (2 ()] 4 (5) (6)
Average tax rate (percentage): ¢ _
1985. 13.89 30.87 24.07 21.34 17.80 15.59
1986 14.54 33.13 25.68 22,64 18.72 16.32
1987 13.12 26.41 22.10 19.77 16.61 14.60
1988, 13.21 24.04 21.14 19.18 16.47 14.64
1989. 13.12 23.34 20.71 18.77 16.27 14.53
1990 1295 23.25 20.46 18.50 16.06 14.36
1991 12.75 24.37 20.62 18.63 15.93 14.20
1992 12.94 25.05 2119 19.13 16.25 14.44
1993 13.32 28.01 2271 20.20 16.90 14.90
1994 13.50 28.23 23.04 20.48 17.15 15.11
Adjusted gross Income share (percentage):
1985, 100.00 10.03 2267 3377 57.97 82.74
1986. 100.00 11.30 24.11 35.12 59.04 83.34
1987 100.00 12.32 25.67 36.90 60.75 84.37
1988 100.00 15.16 28.51 39.45 62.44 85.07
1989, 100.00 14.19 27.84 39.00 62.28 85.04
1990, . 100.00 14.00 27.62 38.77 62.13 84.97
1991 100.00 12.99 26.83 38.20 61.85 84.87
1992 100.00 14.23 28.01 39.23 6247 85.08
1993 100.00 13.79 27.76 39.05 62.45 85.08
1994 100.00 13.80 27.85 39.19 62.64 85.11
Total income tax share (percentage):
1985, 100.00 22.30 39.28 51.89 74.31 92.90
1986 100.00 25.75 42.57 54.69 76.02 93.54
1987 100.00 2481 43.26 55.61 76.92 93.93
1988 100.00 27.58 45.62 57.28 77.84 94.28
1989 100.00 25.24 4394 55.78 77.22 94.17
1990 100.00 25.13 43.64 55.36 77.02 94.19
1991 . 100.00 24.82 43.38 55.82 77.29 94,52
1992 100.00 27.54 45.88 58.01 78.48 94.94
1993 100.00 29.01 47.36 . 59.24 79.27 95.19
1994 100.00 28.86 47.52 59.45 79.55 95.23

Footnotes at end of Table 6.
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Table 6.—Returns With Positive Adjusted Gross Income (AGI): Number of Returns, Shares of AGl and
Total Income Tax, AGI Floor on Percentiles, and Average Tax Rates, by Selected Ascending Cumulative
Percentiles of Returns Based on Income Size Using the Definition of AGI for Each Year, Tax Years

1985-1994
[All figures are estimates based on samples]

Ascending cumulative percentiles

Item, tax year Total Bottom Bottom Bottom Bottom Bottom
50 percent 75 percent 90 percent 95 percent 99 percent
(1) (2) 3) ()] (5) (6)
Number of returns: * .
1985 100,625,484 50,312,742 75,469,113 90,562,936 95,594,210 99,619,229
1986 102,087,623 51,043,811 76,565,717 91,878,861 96,983,242 101,066,747
1987 106,154,761 53,077,380 79,616,071 95,539,285 100,847,023 105,093,213
1988 108,872,858 54,436,429 81,654,643 97,985,572 103,429,215 107,784,129
1989 111,312,721 55,656,361 83,484,542 100,181,451 105,747,087 110,199,596
1990 112,812,262 56,406,132 84,609,198 101,531,038 107,171,651 111,684,141
1991 113,804,104 56,902,052 85,353,078 102,423,694 108,113,899 112,666,063
1992 112,652,759 56,326,380 84,489,560 101,387,483 107,020,121 111,526,231
1993 113,681,387 | 56,840,693 | _85261,040 | 102,313,248 | 107,997,318 112,544,573
1994 114,989,920 57,494,960 86,242,440 103,490,928 109,240,424 113,840,021
Adjusted gross income (millions of dollars): *
1985, 2,343,989 404,637 985,129 1,552,508 1,812,617 2,108,894
1986 2,524,124 420,555 1,033,951 1,637,614 1,915,657 2,238,927
1987 2,813,728 439,859 1,104,338 1,775,506 2,091,507 2,467,093
1988 3,124,156 466,291 1,173,296 1,891,620 2,233,454 2,650,629
4989 s g 3,208,808 493,623 | 1,244,380 2,012,319 2,380,437 2,830,779
1990 3,451,237 518,700 1,307,060 2,113,205 2497900 | 2,967,985
1991 3,516,142 532,138 1,341,377 2,172,939 2,572,792 3,059,539
1992 '3,680,552 549,152 1,381,151 2,236,768 2,649,459 3,156,966
1993 3,775,578 563,279 1,417,625 2,301,115 2,727,326 3,254,992
1994 3,961,146 589,795 1,480,073 2,408,941 2,858,063 3,414,447
Total Income tax (miltions of dollars): *

-1985 RN — -325,525 - 23,124~ |- - 83,638 |- 156,618. | - - 197,645 . 252,944 ..
1986 366,979 23,690 88,002 166,276 210,739 272,488
1987 369,046 22,391 85,189 163,816 209,404 277,488
1988.... 412,761 23,616 91,464 176,350 224,459 298,920
198D eteeee st sse e e s e et e sa s e sssenbersnassnsanen 432,838 25,239 98,580 191,380 242,650 323,579
1980, 447,061 25,986 102,721 199,547 251,973 334,723
1991 448,349 24,554 101,837 198,067 253,869 337,081
1992 476,163 24,093 102,463 199,950 257,683 345,007
1993 502,720 24,157 104,203 204,912 264,637 356,884
1994, 534,754 25,499 109,353 216,852 280,648 380,418

Average tax rate (percentage): ¢ }
1985 13.89 571 8.49 10.09 10.90 11.99
1986 1454 5.63 8.51 10.15 11.00 12.17
1987 13.12 5.09 7.1 9.23 10.01 11.25
1988 13.21 5.06 7.80 9.32 10.05 11.28
1989 13.12 511 792 9.51 10.19 11.43
1990 1295 5.01 7.86 9.44 10.09 11.28
1991 1275 461 759 9.12 9.87 11.04
1992 12.94 4.39 7.42 8.94 9.73 10.93
1993 13.32 429 7.35 8.90 9.70 10.96
TOTA......corcerrr e sba e sr e sre s 13.50 432 7.39 9.00 9.82 11.14
Adjusted gross income share (percentage):
1985 100.00 17.26 4203 66.23 77.33 89.97
1986 100.00 16.66 40.96 64.88 75.89 88.70
1987 100.00 15.63 39.25 63.10 74.33 87.68
1988 100.00 14.93 37.56 60.55 71.49 84.84
1989 100.00 14.96 37.72 61.00 72.18 85.81
1990 100.00 15.03 37.87 61.23 72.38 86.00
1991 100.00 15.13 38.15 61.80 73.17 87.01
1992 100.00 14.92 37.53 60.77 71.99 85.77
1993 100.00 14.92 37.55 60.95 72.24 86.21
1994, 100.00 14.89 37.36 60.81 7215 86.20

Foptnotes at end of table.
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Table 6.-Returns With Positive Adjusted Gross Income (AGI): Number of Returns, Shares of AGI and
Total Income Tax, AGI Floor on Percentiles, and Average Tax Rates, by Selected Ascending Cumulative
Percentiles of Returns Based on Income Size Using the Definition of AGI for Each Year, Tax Years

1985-1994--Continued
[All figures are estimates based on samipI&s]
Ascending cumulative percentiles
ltem, tax year Total Bottom Bottomn Bottom Bottom Bottom
50 percent 75 percent 90 percent 95 percent 99 percent
(1) @ 3 @ (5 (6)

Total iIncome tax share (percentage):
1985, 100.00 710 25.69 48.11 60.72 77.70
1986. 100.00 6.46 23.98 45.31 57.43 74.25
1987 100.00 6.07 23.08 44.39 56.74 75.19
1988 100.00 5.72 22.16 42.72 54.38 72.42
1989 100.00 5.83 22.78 44.22 56.06 74.76
1990, 100.00 5.81 22,98 44.64 56.36 74.87
1991 100.00 5.48 2271 44.18 56.62 75.18
1992 100.00 5.06 21.52 41.99 54.12 72.46
1993 100.00 481 20.73 40.76 52.64 70.99
1994 100.00 4.77 20.45 40.55 52.48 71.14

N/A-- not appiicable.

* The number of returns with negative adjusted gross income, i.e., returns with an adjusted gross deficit, and the corresponding amounts for adjusted gross
deficit, were excluded from Tables 5 and 6. By excluding deficit returns, alternative minimum tax reported on some of these returns was also excluded. For Tax

Year 1994 there were 3,166 returns with no adjusted gross income that reported afternative minimum tax totaling $100.3 miltion,

2 Constant dollar estimates were based on the Consumer Price Index (CPI-U 1982-84=100) computed and reported by the U.S. Depariment of Labor, Bureau

of Labor Statistics, Monthly Labor Review.

3 Total income tax is the sum of income tax after credits and afternative minimum tax reported on returns that showed a positive amount for adjusted gross
income. Therefore, total income tax excludes alternative minimum tax reported on some returns with a negative amount for adjusted gross income. See also

footnote 1.

“The average tax rate was computed by dividing total income tax (see footnote 3) by (positive) adjusted gross income.
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Table 7.~-Returns With Positive Income: Number of Returns, Shares of Income Based on the 1979 Income
Concept, and Total Income Tax, Income Floor on Percentiles in Current and Constant Dollars, and Average
Tax Rates, by Selected Descending Cumulative Percentiles of Returns Based on Income Size Using the 1979
Income Concept, Tax Years 1985-1994 . ‘

[All figures are estimates based on samples]

Descending cumulative percentiles
Item, tax year Total Top Top Top Top Top
1 percent 5 percent 10 percent 25 percent 50 percent
(1) (2 3 (4 5) ()
Number of returns: !
1985 100,215,784 1,002,158 5,010,789 10,021,578 25,053,946 50,107,892
1986 101,881,082 1,018,811 5,094,053 10,188,106 25,470,265 50,940,531
1987. 106,128,238 1,061,282 5,306,412 10,612,824 26,532,059 53,064,119
1988 108,831,700 1,088,317 5,441,585 10,883,170 27,207,925 54,415,850
1989, 111,273,993 1,112,740 5,563,700 11,127,399 27,818,498 55,636,996
1990 112,644,099 1,126,441 5,632,205 11,264,410 28,161,025 56,322,049
1991 113,755,078 1,137,551 5,687,754 11,375,508 28,438,769 56,877,539
1992 112,593,838 1,125,938 5,629,692 11,259,384 28,148,459 56,296,919
998, T 113721706 |- —1;187,217 |- —5,686,085—|—11,372,171- -} 28,430,426 | - ~56,860,853 -- —-
1994 . 115,061,112 1,150,611 5,753,056 11,506,111 28,765,278 57,530,556
income floor on percentiles (current dollars):
1985. N/A 125,454 63,509 49,092 31,977 17,101
1986. NA 147,688 68,347 52,034 33,630 17,915
1987. N/A 145,646 69,216 53,092 34,166 17,960
1988 NA 161,795 73,442 55,524 : 35,432 18,531
T 1989. R o oo s = == NAT |- — 169588 |- - 77552 -| - - - 58436 |- ——36789--| - — 19,156 - -
1990 NA 174,721~ 80,408 60,630 38,032 19,948
1991 NA 180,316 83,317 62,421 38,916 20,304
1992 NA 197,080 87,389 65,295 40,423 21,039
1993 NA 199,698 - 88,992 66,685 41,013 21,390
1994 NA 210,742 93,186 69,118 42,480 22,000
-—-Income floor on percentiles (constant dollars): 2 .. _|.__. - e e T R p——
1985, N/A 116,593 59,023 45,625 29,718 15,893
1986 N/A 134,752 62,360 47,476 30,684 16,346
1987 NA 128,210 60,930 46,736 30,076 15,810
1988 N/A 136,767 62,081 46,935 29,951 15,664
1989, N/A 136,765 62,542 47,126 29,669 15,448
1990 NA 133,681 61,521 46,389 29,099 15,262
1991 N/A 132,391 61,173 45,830 28,573 14,907
1992 NA 140,470 62,287 46,540 28,812 14,996
1993 N/A 138,199 . 61,586 46,149 28,383 14,803
1994 N/A 142,201 62,879 46,638 28,664 14,845
Income (millions of dollars):
1985. 2,502,868 301,734 628,546 905,119 1,495,580 2,091,694
1986 2,801,375 426,237 795,034 1,095,304 1,729,360 2,365,312
1987. 2,854,624 363,729 748,879 - 1,066,870 1,740,792 2,410,410
1988 3,152,156 484,475 910,840 1,254,591 1,972,166 2,682,269
1989 3,335,581 486,816 947,005 1,317,118 2,084,226 2,837,477
1990. 3,494,266 503,585 986,110 1,374,485 2,179,930 2,971,249
1991 3,575,798 478,588 985,238 1,390,402 2,224,033 3,037,065
1992 3,760,326 556,143 1,089,411 1,508,861 2,368,211 3,204,199
1993 3,849,532 554,075 1,105,014 1,537,285 2,422,475 3,278,866
1994, 4,033,642 579,564 1,161,972 1,617,250 2,544,400 3,436,167
Total income tax (miltions of dollars): *
1985 324,299 67,217 121,525 162,495 236,042 298,149
1986 366,468 92,954 155,301 198,577 277,253 341,982
1987. 368,902 89,885 158,481 204,039 282,946 346,203
1988, 412,540 112,191 186,803 235,147 320,142 388,632
1989 432,643 107,515 188,568 240,198 333,255 407,091
1990, 446,896 110,560 192,975 245,850 342,901 420,334
1991 448,176 107,908 192,511 246,715 345,154 423,175
1992, 476,067 127,345 216,267 272,327 372,358 451,501
1993 502,638 142,329 235,908 294,238 397,261 477,997
1994 o - 534,693 - - 150,133 - 250,770 - 314,909 - 423,743 - 508540 - -
Footnotes at end of Table 8.
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Table 7.--Returns With Positive Income: Number of Returns, Shares of iIncome Based on the 1979 Income
Concept, and Total Income Tax, Income Floor on Percentiles in Current and Constant Dollars, and Average
Tax Rates, by Selected Descending Cumulative Percentiles of Returns Based on Income Size Using the 1979

Income Concept, Tax Years 1985-1994—-Continued
[All figures are estimates based on samples}

Descending cumulative percentiles—-Continued
Item, tax year Total Top Top Top Top Top
1 percent 5 percent 10 percent 25 percent 50 percent
() (2 )] 4 (5) (6)
Average tax rate (percentage): * ]
1985, 12.96 228 19.33 17.95 15.78 14.25
1986, 13.08 21.81 19.53 18.13 16.03 14.46
1987 12.92 2471 21.16 19.13 16.25 14.36
1988, 13.09 23.16 20.51 18.74 16.23 14.49
1989 12.97 2.09 19.91 18.24 15.99 14.35
1990. 1279 21.85 19.57 17.89 15.73 14.15
1991 12.53 22.55 19.54 17.74 15.52 13.98
1992 12.66 22.90 19.85 18.05 15.72 14.09
1993 13.06 25.69 21.35 19.14 16.40 14.58
1994 13.26 25.90 21.58 19.47 16.65 14.80
Income share (percentage): '
1985. 100.00 12.06 25.11 36.16 59.75 83.57
1986, ) 100.00 15.22 28.38 39.10 61.73 84.43
1987. 100.00 12.74 26.23 37.37 60.98 84.44
1988 100.00 15.37 28.90 39.80 62.57 85.09
1989, 100.00 14.59 28.39 39.49 62.48 85.07
1990. 100.00 14.41 28.22 39.34 62.39 85.03
1991 100.00 13.38 27.55 38.88 62.20 84.93
1992 100.00 14.79 28.97 40.13 62.98 85.21
1993 100.00 14.39 8.7 39.93 62.93 85.18
1994, 100.00 14.37 28.81 40.09 63.08 85.19
Total income tax share (percentage):
1985, 100.00 20.73 37.47 50.11 72.79 91.94
1986 100.00 25.36 42.38 54.19 75.66 93.32
1987. 100.00 24.37 42.96 55.31 76.70 93.85
1988 ; 100.00 27.20 45.28 57.00 77.60 94.20
1989, 100.00 24.85 43.59 55.52 77.03 94.09
1990, 100.00 2474 43.18 55.01 76.73 94.06
1991 : 100.00 24.08 42.95 55.05 77.01 94.42
1992, 100.00 26.75 45.43 57.20 78.22 94.84
1993, 100.00 28.32 46.93 58.54 79.04 95.10
1994, 100.00 28.08 46.90 58.90 79.25 95.11
Footnotes at end of Table 8.
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Table 8.—Retumns With Positive Income: Number of Returns, Shares of Income Based on the 1979 Income
Concept, and Total Income Tax, Income Floor on Percentiles, and Average Tax Rates, by Selected Ascending
Cumulative Percentiles of Retums Based on Income Size U&ng the 1979 Income Concept, Tax Years 1985-1994

[All figures are estimates based on samples)

) Ascending cumulative percentiles
ftem, tax year Total Botiom - Bottom Bottom Bottom Botton
50 percent 75 percent 90 percent 95 percent 99 percent
(1) 2 3 @ (8 (6)
Number of retums: * :
1985, 100,215,784 50,107,892 75,161,838 90,194,206 95,204,996 99,213,626
1986, 101,881,062 50,940,531 76,410,796 91,692,956 96,787,009 100,862,251
1987. 106,128,238 53,064,119 79,596,178 95,515,414 100,821,826 105,066,956
1988 108,831,700 54,415,850 81,623,775 97,948,530 103,390,115 107,743,383
1989 111,273,993 55,636,996 83,455,495 100,146,594 105,710,293 110,161,253
1990 112644099 | 56,322,049 ' 84,483,074 101,379,689 107,011,894 111,517,658
1991 113,755,078 56,877,539 "85,316,308 102,379,570 108,067,324 112,617,527
1992 112,593,838 56,296,919 84,445,378 101,334,454 106,964,146 111,467,900
1993 113,721,706 56,860,853 85,291,280 102,349,535 108,035,621 112,584,489
e A e e e e et e 115,061,112 |- — 57,530,556 | -86,295834 | _.103,555,001. | .109,308,056 | 113910501 _ .
lmome(mmonsofddlars)
1985 2,502,868 411,173 1,007,288 1,597,749 1,874,322 2,201,134
1986, 2,801,375 436,063 1,072,015 1,706,071 2,006,341 2,375,138
1987 2,854,624 444214 1,113,832 1,787,754 2,105,745 2,490,895
1988 3,152,156 469,887 1,179,990 1897565 | 2241316 2,667,681
1989 3,335,581 498,104 1,251,355 2,018,463 2,388,576 2,848,765
R | - | B R ees et e et e T -3494266- | — 523,018 - 1,314,336 -|- -.2119781 | . 2508,156 | _ .2990681_
1991 3,575,798 538,733 1,351,765 2,185,396 12,590,560 3,097,210
1992 3,760,326 556,126 1,392,115 2,251,465 2,670,914 3,204,183
1993 3,849,532 570,666 1,427,057, 2,312,247 2,744,518 3,205,456
- 1994 . . 4033642 597,475 - 1,489,242 2,416,392 2,871,670 3,454,078

Total income tax (millions of doflars): 3 o '

1985, - 824299 | 26,149 88,257 161,804 202,773 257,082
1986, 366,468 o486 | T TB9214 {7 T Tie7g9t | 211677 T 2735137777
1987 368,902 22,699 85,956 164,863 210,421 279,017
1988 412,540 23,908 92,398 177,393 226,737 300,349
1989..., 432,643 25,552 99,387 192,445 244,075 325,128
1990..... 446,896 26,561 103,994 201,046 253,921 336,336
1991 448,176 25,001 103,022 201,461 255,665 340,267
1992... 476,067 24,567 103,709 203,740 259,801 348,722
1996... 502,638 24,641 105,377 208,400 266,730 360,309
1994 © 534,693 26,153 110,850 219,783 283,923 384,560

Average tax rate (percentage): ¢ .

- 1985, 12.96 6.36 8.76 10.13 10.82 11.68
1986 13.08 562 832 9.84 10.52 11.52
1987. 122 511 7.72 9.22 9.99 11.20
1988 13.09 5.09 7.83 9.35 10.07 11.26
1989, 1297 5.13 7.94 953 10.22 11.41
1990, 1279 5.08 791 9.48 10.12 11.25
1991 1253 464 762 9.22 9.87 10.99
1992 1266 442 7.45 9.05 973 10.88
1933 13.06 432 7.38 9.01 9.72 10.93
1994 13.26 438 7.45 9.10 9.89 11.13
Income share (percentage)
1985, : -100.00 16.43 40.25 63.84 74.89 87.94
1986, 100.00 15.57 38.27 60.90 71.62 84.78
1987, 100.00 15.56 39.02 6263 73.77 87.26
1988 100.00 1491 37.43 60.20 71.10 84.63
1989 100.00 14.93 3752 60.51 71.61 85.41
1990 100.00 14.97 37.61 60.66 71.78 85.59
1991 100.00 15.07 37.80 61.12 7245 86.62
1992 100.00 14.79 37.02 59.87 71.08 85.21
1993 100.00 14.82 37.07 60.07 7.29 85.61
1994, . 100.00 14.81 3692 59.91 71.19 85.63

Footnotes at end of table: - -
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Table 8.-Returns With Positive Income: Number of Returns, Shares of income Based on the 1979 Income
Concept, and Total Income Tax, income Floor on Percentiles, and Average Tax Rates, by Selected Ascending
Cumulative Percentiles of Returns Based on Income Size Using the 1979 Income Concept, Tax Years 1985-1994

—Continued ‘
[All figures are estimates based on samples}
Ascending cumulative percentiles—Continued
Item, tax year Total Botiom Botiom “Bottom Bottom Bottom
50 percent 75 percent 90 percent 95 percent 99 percent
(L) @ () @ (6] 6

Total income tax share (percentage):
1985 100.00 8.06 7.1 49.89 62.53 79.27
1986. 100.00 6.68 24.34 45.81 57.62 74.64
1987. 100.00 6.15 23.30 44.69 57.04 75.63
1988 100.00 5.80 2240 43.00 54.72 72.80
1989 100.00 591 .29 44.48 56.41 75.15
1990 100.00 594 2327 44.99 56.82 75.26
1991 100.00 5.58 29 4495 57.05 75.92
1992, 100.00 5.16 21.78 42.80 64,57 73.25
1993 100.00 490 20.96 41.46 53.07 71.68
1Ot sttt sesasn s st suasa s sssa s 100.00 4.89 20.75 41.10 53.10 71.92
N/A-Not applicable.

1 The number of retums in columns 2 through 6, Tables 7 and 8, were processed in thousands and, therefore, reflect differences due to rounding .
2 Constant dollar estimates were based on the Consumer Price Index (CPI-U 1982-84=100) computed and reported by the U.S. Department of Labor, Bureau of

Labor Statistics, Monthly Labor Review.

3 Total income tax is the sum of income tax after credits and the altemative minimum tax.
“ Average tax rate was computed by dividing total income tax (see footnote 3) by income, using the 1979 income concept (see text and Figure A).

NOTE: Detail may not add to totals because of rounding.
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S Corporation Returns, 1994

by Susan M. Wittman

Corporation data for 1994 show a continuation in

the increase of the number of returns filed which

started following the Tax Reform Act of 1986 [1].
The number of S Corporation income tax returns filed rose
6.4 percent to 2,023,754 for Tax Year 1994 (Figure A). S
Corporation returns represent nearly 47.0 percent of the
total number of corporate returns filed for Tax Year 1994.
Growth of taxable corporations increased from a negative\

" 1 percent for Tax Year 1993 to positive 12.4 percent for

Tax Year 1994 [2]. The term “taxable corporation” is
used in this article to refer to all corporations other than S
Corporations. S Corporations’ share of total adjusted
corporate net income (less deficit) increased from 13.3
percent for Tax Year 1993 to 18.2 percent for Tax Year
1994. Total net income (less deficit) was $91.7 billion for

S Corporations for Tax Year 1994 (Table 1). Net income

(less deficit) for taxable corporations was $503.3 billion
for Tax Year 1994. Despite their recent growth, S Corpo-
rations still account for a relatively small portion of overall
corporate net income (less deficit).

- -Almost 250 thousand returns were filed for new S Corpo- - -|-

rations for Tax Year 1994. Of these, 41 percent were for
newly incorporated businesses. The rest were existing
corporations that converted to S status. -

S Corporation Criteria- -

An S Corporation is required to file Form 11208, U. S T ax

Return for an S Corporation [3]. To qualifyasanS
Corporation, a business entity must meet all of the criteria
in Subchapter S of the Internal Revenue Code. The

criteria are:

@ no more than 35 shareholders;

B only individuals, estates, or trusts as shareholders;.
& no nonresident alien shareholders; and

® only one class of stock.

Corporations that were ineligible to be treated as S
Corporations were: '

B an insurance company subject to provisions of
Subchapter L of the Internal Revenue Code;

®  acorporation eligible to elect possessions tax credit;

Susan M. Wittman is an economist with the Corporation Special
Projects Section. This article was prepared under the dtrectzon
of Alan Zempel, Chief-

® abank or a building and loan as’sociation to which
Internal Revenue Code section 585 applies;

®  an Interest-Charge Domestic International Sales
Corporation or former Domestic International Sales
Corporation; or

® an affiliated group member that is eligible for mclu—
sion on a consolidated return.

If any one of the criteria required to be an S Corporation
is violated, then status as an S Corporation is automatically
terminated. Corporations that convert from Subchapter C
status to Subchapter S status will have their Subchapter S
status terminated if they report three consecutive years of

- ‘accumulated earnings and profits as a C Corporation'and— - |-

also report passive investment income that was in excess
of 25 percent of reported gross receipts.

Advoniages fo Subchapier S Election

‘Organizing as an S Corporation offers many advantages.
" A taxable corporation is subject to income tax on corpo-

rate eamnings, these earnings are again subject to tax when
distributed as dividends to shareholders. One advantage to
organizing as an S Corporation is that, in general, S
_ Corporation income is not taxed at the corporate level,
only at the individual ‘'shareholder level. The abrhty to
pass through income from the S Corporation directly to
individual shareholders can result in significant tax
savings.

Other advantages that S Corporations share with taxable
corporations are limited liability, unlimited life span, and
freely transferable corporate ownership.

The Revenue Reconciliation Aci of 1993 -
Provisions of the Revenue Reconciliation Act of 1993
might affect the future popularity of the S Corporation
form of organization. This Act, which became effective
for tax years beginning after 1992, increased the top
individual income tax rate to 39.6 percent. The previous
rate was 31 percent. The corporate tax rate is 39 percent
for taxable income between $100 thousand and $335

- thousand, while corporations with taxable income between

$335 thousand and $10 million are taxed at 34 percent.
Corporations with taxable income over $10 million are
taxed at 35 percent. This reverses the effects of the Tax
Reform Act of 1986 (TRAS86) which made the highest
individual tax rate lower than the highest corporate tax
rate. Part of the reason for the increased popularity of the
S Corporation form of organization following TRA86 was

“this difference in tax rates. For Tax Year 1987, the first
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All Returns: Selected Items for Selected Industrlall Division, Tax Years 1993 and 1994

[Money amounts are in thousands of dollars)

Item 1993 1994 Percentage
change
(1) (2) ()]
All Industries

Number of returns. 1,901,505 2,023,754 6.4

Net income (less deficit) from a trade or business. 54,133,890 73,951,541 36.6
Net income, total 86,743,917 106,971,622 233
Deficit, total 32,610,026 33,020,082 1.3

Total net income (less deficit) 66,233,497 91,676,443 384
Net income 98,558,092 123,970,916 25.8
Deficit 32,324,595 32,294,473 0.1

Manufacturing

Number of returns. 127,046 129,408 1.9

Net income (less deficit) from a trade or business. 16,119,330 20,477,819 27.0
Net income, total 20,265,499 24,578,526 213
Deficit, total 4,146,168 4,100,708 -1.1

Total net income (less deficit) 17,854,158 23,625,110 323
Net income. 21,767,318 27,424,187 26.0
Deficit. 3,913,160 3,799,078 2.9

Wholesale and retail trade

Number of returns. 497,321 517,812 4.1

Net income (less deficit) from a trade or business. 14,924,503 20,517,727 375
Net income, total 23,463,533 28,957,479 23.4
Deficit, total. 8,539,030 8,439,752 1.2

Total net income (less deficit) 17,019,396 23,887,745 40.4
Net income. 25,250,907 31,830,108 26.1
Deficit. 8,231,511 7,942,363 -35

Finance, insurance, and real estate

Number of returns. 286,428 314,490 9.8

Net income (less deficit) from a trade or business. 3,130,550 4,153,682 327
Net income, total 8,099,133 9,411,766 16.2
Deficit, total 4,968,583 5,258,084 58

Total net income (less deficit) 7,310,612 8,576,635 17.3
Net income. 13,440,319 14,816,449 10.2
Deficit 6,129,707 6,239,814 1.8

Services

Number of returns 634,555 687,981 8.4

Net income (less deficit) from a trade or business. 12,582,738 18,257,112 45.1
Net income, total 20,405,218 26,243,712 28.6
Deficit, total......... 7,822,480 7,986,600 21

Total net income (less deficit) 14,681,157 21,567,432 46.9
Net income 22,069,252 29,117,434 319
Deficit 7,388,095 7,550,001 22

(3 ]
post-TRAS86 tax year, the number of S Corporations grew S Corporation Size _

by 36.5 percent [1].

While the long-term effects of the tax rate change in the
Revenue Reconciliation Act of 1993 remain to be seen, the
effects on the number of S Corporations included in the
1994 data are minimal. The rate of growth went from 6.5
percent in 1993 to 6.4 percent in 1994.

Although S Corporations share many advantages of
corporate organization, restrictions on the number of
shareholders and consequently on the ability to raise
capital means that, on average, S Corporations are smaller
than C Corporations. For TaxYear 1994, as in prior years,
the vast majority (81.1 percent) of S Corporations have

39



S Corporation Returns, 1994

e

40

Thousands of returns

1,200 ‘
1,030,716

1,000

800

611,116
600

400

o ..57219

1 2 3 . 410

only one or two shareholders (Figure B). Therefore,
although there is no restriction on the amount of income .
an S Corporation can earn or on the size or type of assets

_ | it can hold, both income and assets are on average smaller

than those for taxable corporations. Average total assets
for an S Corporation are $466 thousand for Tax Year
1994 (Table 3). Average total assets for taxable corpora-
tions are $9.7 million for Tax Year 1994 [4,5]. Business
receipts shows a similar, although smaller, difference
between S Corporations and taxable corporations. S
Corporation business receipts on average were $1.1
million (Table 1). Business receipts for taxable corpora-
tions on average were $4.2 million for Tax Year 1994.

Distvibution of Returns by Industrial
Division '

Figure A presents selected 1993 and 1994 data for all S
Corporations and for the four largest industrial divisions.
The services division continues to dominate the number of
S Corporation returns filed. For Tax Year 1993 there
were 634,555 returns filed in the services division. For
Tax Year 1994 the number increased to 687,981, an 8.4
percent increase. Also, as in 1993, the wholesale and
retail trade industrial division was the second largest in
terms of returns filed with 517,812, S Corporations in the
finance, insurance, and real estate division filed 314,490
returns for Tax Year 1994 to rank third among the nine
industrial divisions, These three industrial divisions
account for over three-fourths of all S Corporation returns -

Number of S Corporation Returns, by Number of Shareholders, Tax Year 1994

2,908 799

21-30

11-20

31 ormore

. Number of Shareholders !
—| - 1 This figure does not inciude the 14,853 S Corporation retums for which neither a number of shareholders was reported nor a;ScheduleAK;l wasfiled,

filed for Tax Year 1994. The manufacturing industrial
division accounts for only 6.4 percent of all retumns filed for
Tax Year 1994 while it accounts for nearly 28 percent of

_the total net income (less deficit) from a trade or business
for all S Corporations. T

S Corporation Income From a Trade or
Business l .

S Corporations reported strong gains for Tax Year 1994.
Net income (less deficit) from a trade or business increased
by nearly 37 percent or $19.8 billion from $54.1 billion for
Tax Year 1993 to $74.0 billion for Tax Year 1994 (Figure
A). This is attributable to an increase in positive net
income (less deficit) from a trade or business from $86.7
billion for Tax Year 1993 to $107.0 billion for Tax Year
1994. S Corporations that reported positive net income
from a trade or business accounted for 59,0 percent of all S
Corporations (Table 2). Deficits from a trade or business
increased slightly from $32.6 billion for Tax Year 1993 to
$33.0 billion for Tax Year 1994. Seven of the nine
industrial divisions reported increases in positive net
income from a trade or business, Six of the nine industrial .
divisions reported decreases in net deficits from a trade or
business.

The services division reported the largest increase in
dollar terms of all industrial divisions. Net income from
trade or business increased from $12.6 billion for Tax Year
1993 to $18.3 billion for Tax Year 1994. Within the
services division, other services accounted for anincrease
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of $3.0 billion and business services accounted for an
increase of $1.8 billion.

Wholesale and retail trade reported the second largest
increase in dollar terms, with $14.9 billion reported in
1993 and $20.5 billion reported in 1994. The largest
single increase came from miscellaneous wholesale trade
with an increase of $2.4 billion.

The largest percentage increase was in the transportation
and public utilities industrial division, a 71.2 percent
increase. For Tax Year 1993 net income from a trade or
business in this industrial division was $1.5 billion and for
Tax Year 1994 it increased to $2.5 billion. Over half of
this increase was attributed to the transportation industry
group. The construction division reported the second
largest increase, in percentage terms, 44.6 percent, in trade
or business net income. For Tax Year 1993 net income
from a trade or business was $4.9 billion. It increased to
$7.1 billion for Tax Year 1994. The largest percentage
increase in this industrial division came from heavy con-
struction contractors with an increase of 128.1 percent
from $474 million for Tax Year 1993 to $1.1 billion for
Tax Year 1994. In dollar terms the largest increase came
from special trade contractors as net income from trade or
business increased from $2.8 billion to $3.6 billion. Spe-
cial trade contractors comprise over half of all returns filed
in the construction division.

Finance, insurancs,
and real estate -
.54.3%

Income from Rental Real Estate

For 1994, 168,618 S Corporations reported rental real
estate income and expenses on Form 8825, Rental Real
Estate Income and Expenses of a Partnership or an S
Corporation (Table 4). This is an increase of 2.8 percent
over the number of returns filed for Tax Year 1993. Net
rental income (less deficit) jumped from $1.2 billion in
1993 to $1.8 billion in 1994, an increase of 56.7 percent.
The finance, insurance and real estate division reported
$989.6 million, or 54.5 percent, of the net rental income
for 1994 (Figure C). The real estate industrial group
reported $945.6 million in net rental income, 52.1 percent
of the net rental income reported by all S Corporations.
This group accounts for 69.4 percent of all rental real
estate forms filed for Tax Year 1994. The rise in net rental
income (less deficit) is attributed to an almost 16 percent
increase in the positive rental income reported and an
almost 8 percent decrease in the rental deficit reported. In
the real estate industrial group, positive rental income
increased by 21.4 percent to $2.5 billion and rental deficits
decreased by 5.65 percent to $1.6 billion in 1994,

S Corporation Total Net Income

Total Net Income for an S Corporation includes net
income from a trade or business and all portfolio income
(or loss) items distributed to the individual shareholders

e

Real Estate Rental Net Income (Less Deficit), by Selected Industrial Division, Tax Year 1994

Wholesale and retail trade
17.6%

Transportation and

public utilities
4.6%

Manufacturing
4.9%

/ All other
7.0%

1 includes agriculture, forestry, and fishing; mining; construction; and nature of business not allocable.
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[Money amounts are in thousands of dollars]

Total Net Income (Less Deficit), by Industrial Division, Tax Year 1994

Agriculture,
Item All industries forestry, and Mining ' Construction Manufacturing
fishing :
. () 2 3) “) (5
Net income (less deficit) from a trade or business............. isinns 73,951,541 -146,635 1,097,371 7,078,207 20,477,819
Portfolio income (less deficit) 15,146,475 292,732 453,269 543,401. 3,005,417
Dividend income: 782,463 21,600 34,392 43,483 113,447
Interest income. 5,825,278 175,085 140,586 459,626 830,255
Royalty income. 458,052 18,569 89,499 8,140 137,616
Net short-term capital gain (less loss) 296,849 9,370 -9,904 -7,918 -18,359
Net long-term capital gain (less loss) 7,691,764 67,788 197,984 33,205 1,935,044
Other portfolio income (net) . © 92,068 *320 702 6,866 7.413
~ "Real estate rental net income (less deficit) ... L DRI -1,815,027- |-~ - 55,584- -] ~- -~ 138,571 -] —-- -58,880-—|- -- --88,761- -- -
Net income (less deficit) from other rental activity.....................] 763,400 20,082 13,625 26,376 53,114 . -
Total net income (less deficit) 91,676,443 221,764 | 1,577,836 7,706,863 23,625,110
Transportation Wholesale Finance, Nature of
item and public and retail insurance, Services business
utilities trade and real estate not allocable
(6) ) 8 (9) (10)

Net income (less deficit) from a trade or business..................... 2,502,109 20,517,727 4,153,682 18,257,112 14,148
Portfolio income (less deficit) 1,843,361 2,877,029 3,320,945 . 2,779,602 *30,718
Dividend income. 28,176 147,360 277,977 115,914 113
Interest income. 308,689 - 1,299,492 1,538,799 1,068,504 | *4,242

" Royalty income......... e T 28007 | T T 37,8407 1 738076 |7 T 125513 o
Net short-term capital gain (less loss) -1,289 -27,889 303,306 55,217 *-5,687
Net long-term capital gain (less loss) 1,503,908 1,418,870 1,109,519 1,393,385 *32,050
Other portfolio income (net). 1,076 1,355 53,268 21,068 --
Real estate rental net income (less deficit) 83,565 320,555 989,550 + 210,529 *-5,968
Net income (less deficit) from other rental activity.....................J 45,124 172,433 112,457 320,189 -
Total net income (less deficit). 4,474,160 23,887,745 8,576,635 21,567,432 38,898

NOTE: Detail may not add to total due to rounding.

(Figure D). Portfolio income (or loss) includes interest
income, dividend income, royalty income, net long-term
and short-term capital gains and losses, and other portfolio
income. Total net income (less deficit) is a more complete
measure of S Corporation income than is trade or business
net income. As a result of TRA86, the Form 11208 was
redesigned to separate trade or business income from
portfolio and rental income. Total net income, as pre-
sented in Figure D, allows for comparisons to be made
with data for S Corporations prior to 1987. Starting with
Tax Year 1987, Statistics of Income --Corporation Income
Tax Returns, Publication 16, has presented annual data on
S Corporations only for the receipts, deductions, and net -
income (or deficit) from a trade or business. Statistics
were not published for portfolio income and rental income.
"Consequently, totals for these receipts and for the net

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

income of all corporations are understated.

Overall, S Corporations reported a 38.4 percent increase
in total net income (less deficit) (Figure A). For Tax Year
1993 total net income (less deficit) was $66.2 billion. It
grew to $91.7 billion for Tax Year 1994. Net income from
a trade or.business is the largest component of total net
income (less deficit) at 80.7 percent (Figure D). Portfolio
income was $15.1billion for 1994 up from $10.3 billion in
1993. The largest increase, 108.4 percent, came from net
long-term capital gain from $3.7 billion for Tax Year 1993
to $7.7 billion for Tax Year 1994. Rental real estate

" income was $1.8 billion for 1994 up from $1.2 billion in

1993.
The services division reported the largest increase in
dollar terms as total net income (less deficit) increased

from $14.7 billion for Tax Year 1993 to $21.6 billion for -




S Corporation Returns, 1994

Total Net Income (Less Deficit), by Selected Industrial Division, Tax Year 1994

Wholesale and retail trade
26.1%

Finance, insurance,
and real estate
9.4%

Services
23.5%

J

/

~~JJ

Transportation and
public utilities
4.9%

Manufacturing
25.8%

All other ' Construction

2.0% 8.4%

' Indudes agriculture, forestry, and fishing; mining; and nature of business not allocable.
NOTE: Detail may not add to total due to rounding.

Tax Year 1994. Within the services division other ser-
vices and business services accounted for most of the
increase. The services division reported the second largest
percentage increase in total net income (less deficit), 46.9
percent. :

The wholesale and retail trade industrial division re-
ported the second largest dollar increase, in total net
income. Total net income (less deficit) increased from
$17.0 billion for Tax Year 1993 to $23.9 billion for Tax
Year 1994.

Transportation and public utilities reported the largest
percentage increase in total net income (less deficit) of all
industries with a 125.4 percent gain. Total net income
(less deficit) grew from $2.0 billion for Tax Year 1993 to
$4.5 billion for Tax Year 1994. The number of returns
reported in the transportation industry increased from
76,855 for Tax Year 1993 to 82,080 for Tax Year 1994,
an increase of 6.8 percent.

Figure E shows the percentage of total net income (less
deficit) for the six largest industrial divisions. The largest
percentage of total net income (less deficit) was the whole-
sale and retail trade division with 26.1 percent. Manufac-
turing is a very close second with 25.8 percent. Third is
the services division with 23.5 percent.

Taxation of S Corporations

S Corporation income is generally taxed only when
distributed to shareholders. However, some taxes are
levied at the corporation level. These taxes are the built-in
gains tax, the excess net passive income tax, and the
investment recapture tax. S Corporations may also be
subject to the “last-in, first-out” (LIFO) inventory recap-
ture tax as well as for interest due under the “look-back
method” for completed long-term contracts; these items
are shown as adjustments to tax.

S Corporation Taxes, Tax Year 1994

|Money amounts are in thousands ot dollars)

Item 1993 1994
(1) (2)
Total tax , 82,591 121,051
Built-in gains tax..........occenniinicenserennd] 55,412 96,3256
Excess net passive income tax..........] 4,988 8,123

Adjustments t0 tax.......cc.ccceicuene 18,758 15,149
Investment credit recapture tax..........] 1,311 *1,322
Income tax adjustment.......................] 2,122 *132

*Estimate should be used with caution because of the small number of
sample returns on which it is based.
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For Tax Year 1994 S Corporations reported $121.1
million in total taxes (Figure F). This represents an in-
crease of 46.6 percent over total taxes reported for Tax
Year 1993. The largest increase was from the built-in
gains tax. The built-in gains tax applies only to those S
Corporations that converted from C Corporations after
1986 [6]. The S Corporation is taxed on the built-in gain,
which is recognized on the disposition of any asset within
ten years from the first day of the S Corporation’s first tax
year. Gain is built in to the extent of net appreciation
arising prior to a C Corporation’s election as an S Corpo-
ration. For Tax Year 1993 S Corporations reported $55.4
million in built-in gains tax.” This increased by 73.8
peréent to $96.3 million for Tax Year 1994. The built-in
gains tax accounts for 79.6 percent of the total taxes

|"~.reported S"Corporations: “The increase in the built-in-—- —

gains tax can be largely attributed to the increase in returns
filed by S Corporations that elected Subchapter S status
for the first time for Tax Year 1994.

|- Distribution by Number of Shareholders .

Data presented in Table 5 are classified by number of
shareholders. The majority of S Corporations, 98.1
.percent, have ten or fewer shareholders. Over 81 percent
of all S Corporations have just one or two shareholders for

. Tax Year. 1994.(Figure B)...S.Corporations with ten or.._. .
fewer shareholders, have average total assets of $432,720

- and average total net income of $41,384 for Tax Year
1994 (Table 5). S Corporations with more than ten ~
shareholders have average total assets of $3.5 million and
average net income of $396,508 for Tax Year 1994.
Average total net income per shareholder is $22,381 for an
S Corporation with ten or fewer shareholders and $24,791
for an S Corporation with more than ten shareholders.

Coefflcients of Variation for Number of Returns, Number of Shareholders, Total Receipts,
Dividends, and Interest, by Industrial Division, Tax Year 1994

- 1995 that posted to the Internal Revenue Service Business

_assets and net income. Sample rates ranged from 0.25 _

- subject to sampling error. To properly use the data, the
- magnitude of the potential sampling error needs to be

Summary

S Corporations demonstrated strong growth for Tax Year
1994 as the number of returns increased by 6.4 percent to
2.0 million. S Corporations now account for nearly 47.0
percent of all corporate tax returns filed. Total net income
(less deficit) for all S Corporations was $91.7 billion for
Tax Year 1994, an increase of 38.4 percent. Over 81
percent of all S Corporations have one or two sharehold-
ers. S Corporations in the services industrial division
comprise the largest percentage of returns filed, followed
by wholesale and retail trade and by finance, msurance and
real estate. - :

Data Sources and Limitations
The statistics for Tax Year 1994 are based on a stratified
probability sample of S Corporation income tax returns

- with accounting periods ending July-1994-through June- —- —

Master File between July 1994 and the end of June 1996.
The estimates were based on a stratified random sample
'of S Corporation returns based on combinations of total

percent to 100 percent. The sample was selected after
administrative processing, but before audit examination. A
sample of 22,985 active S Corporation returns was selected.
Based on this sample, the number of active S Corporations
for Tax Year 1994 was estimated to be 2,023,754,
Because the estimates are based on a sample they are

known. Coefficients of variation (CV’s) are used to mea- -
sure this magnitude. Figure G presents coefficients of
variation for S Corporations by industrial division. The
smaller the coefficient of variation, the more reliable the
estimate is judged to be [7]. ’

Industrial division Number of Number of ‘Total Dividends Interest
retums shareholders receipts
(1) (2 3 4) (5)
All Industries ! 0.05 0.95 0.76 4.38 1.99
Agriculture, forestry, and fishing...... 5.67 6.81 6.16 20.48 7.34
Mining. . 12.86 17.15 8.53 13.16 10.13
Construction........ 3.41 3.57 257 12.24 4.12
Manufacturing...... 3.92 447 2.06 - 8.23 2.68
Transportation and public utilities. 5.65 5.89 5.05 1341 6.84
Wholesale and retail trade 1.89 2.36 1.37 " 6.49 2.49
Finance, msurance and real estate 255 3.66 4.04 9.77 6.35
Services... eeeeerreeers Cevieeern - 1.59 - -2.27 - 229 " 11.87 - - -4.16

1 Inciudes returns not allocable by industrial division.
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Notes and References

(1]

[2]
(3]

[4]

For a more complete explanation of the effects of
TRAS86 on S Corporations, see Gill, Amy, “S Corpo-
ration Returns, 1992,” Statistics of Income Bulletin,
Spring, 1995, Volume 14, Number 4. Also see, Gill,
Amy and Wittman, Susan, “S Corporation Elections
After Tax Reform Act of 1986,” an unpublished
working paper presented at the 1996 Annual Allied
Social Science Associations Conference, in San
Francisco, CA.

Source: unpublished Statistics of Income tabulations.

For further detail, see Internal Revenue Service,
Internal Revenue Code, Subchapter S [Section
1361(a)].

Taxable corporation return types include Form 1120,
Form 1120-A, Form 1120F, Form 1120L, Form 1120-

(3]

(6]

(7]

PC, Form 1120-REIT, and Form 1120-RIC.

For further detail, see Internal Revenue Service,

~Statistics of Income, Corporation Income Tax
Returns, Publication 16. For more corporation data,
also see Internal Revenue Service, Statistics of
Income, Corporation Source Book, Publication 1053.
Source Book data are classified by size of total assets
and by major and minor industries for taxable
corporations. For S Corporations data are presented
by size of total assets and by industrial division. Data
presented are balance sheet, income and deductions,
tax, and selected items.

For further detail, see Internal Revenue Service,

Internal Revenue Code, Subcﬁapter S [Section 1374].

For further information on data sources and limita-
tions, see SOI Sampling Methodology and Data
Limitations of this issue.
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Table 1.— All Retums: Total Income and Deductions, Portfolio Income, Rental Income, and Total Net
Income, by Major Industrial Group
{All figures are estimates based on samples—-money amounts are in thousands of dollars]
Mining
All Agriculture,
ttem industries forestry, : : Metal Coal Qil Nonmetallic
and fishing Total mining mining and minerals,
. gas except fuels
extraction
. . (1) (2 (3 4) {5) {6) @)
Number of returns. 2,023,754 71,336 14,726 *565 780 11,113 2,267
Number of shareholders..........cc.icomeee] 4,053,215 183,777 43,951 *6,445 2,207 30,880 4,419

Income from a trade or business: .

Total reoelpts ! 2,210,945,344 36,139,788 10,998,013 *325,408 2,882,645 5,348,143 2,441,818
Business receipts......c...coecuumeunee rerirenens 12,173,454,305 34,198,394 9,924,366 *304,803 | 2,805,626 4,444,850 2,369,087
lnterest on Government obhgatlons ' R .

- - = =] = - State and 10€al. I T T T e - -4711,077 |~ - -1518 |- ~---10608-] - - - — = |- - -*2,495 } - - 6449 |- - -1 664 -
Net gain, noncapital assets...................] 3,983,530 186,862 152,043 *1,687 *3,139 142,391 4,826
Other receipts. 33,036,432 1,739,397 910,997 *18,917 71,385 754,454 66,241

Total deductions. 2,136,522,726 36,271,288 9,890,034 *302,803 2,860,741 4,494,322 2,232,167
Cost of goods sold 1,437,630,127 17,820,470 4,515,597 *130,100 1,330,108 1,807,981 1,247,408
Compensation of officers.......c..cccveen... 82,841,415 978,460 302,259 *2,194 37,986 180,872 81,207
Salaries and wages........ccerveenrecracracnnes§ 191,932,297 3,033,742 828,046 *28,269 270,923 361,712 167,143

. — w — -} — - -Repairs. . 13740949 | . . 835986 |. _ 188,149 |  __°20,186 {_ _ _64,514 _ 53115 | _ _50334_
Bad debts. 4,550,152 40,104 © 16,001 27 *636 7.449 7,889
Rent paid on business property............. 42,859,713 1,172,190 145,208 *12,997 36,289 60,010 35,913
Taxes paid 46,944,089 847,918 451,550 *17,371 145,059 210,142 78,978
Interest paid 22,690,239 853,341 312,860 *5,140 57,396 200,787 49,538
Amortization 3,580,368 34,394 28,880 *1,870 *8,196 16,783 2,031
Depreciation 37,042,527 1,704,540 625,056 *19,770 166,275 269,923 169,087
_ - |--.. ..Depletion. .. ..298279 |__..__ 10978 | _ .. 137511} 2,638 | 76520 | _. '6354 | 51999
Advertising. 21,537,847 139,945 11,567 *368 1,673 4,334 5,192
Pension, profit-sharing, stock
bonus, and annuity plans.............c.....d 7,160,417 57,333 46,185 *5,832 7,405 15,136 17,812
Employee benefit programs... . 16,125,736 200,809 { - 226,715 *13,857 165,862 © 25,230 21,765
Net loss, noncapital assets.........ecewn ] 540,816 6,556 *21,665 “45 21337 | *108 174
Other deductions 207,047,756 8,634,521 2,032,783 *42,138 470,562 © 1,274,387 245,696
Total receipts less total deductions ... 74,422,618 -131,499 1,107,979 *22,605 21,903 853,820 209,651
Net Income (less deficit) ) .

from a trade or business.......e.eciceeicrecesd 73,951,541 -146,635 1,097,371 | - *22,605 19,408 847,372 207,987
Netincome 106,971,622 1,824,207 1,575,800 *39.450 144,020 1,142,439 249,890
Deficit 33,020,082 1,970,842 478,428 *16,845 124,612 295,067 41,904

Portfolio income (less deficlt)

distributed to shareholders.........c.cccc..-.4 15,146,475 292,732 453,269 *2,623 51,034 371,484 28,128
Dividend income, 782,463 21,600 34,392 - *1,930 30,463 1,999
Interest income 5,825,278 175,085 140,586 *2,623 24,548 94,563 18,852
Royalty income (less 10SS)........cccivreenenns 458,052 18,569 89,499 - *2,836 83,251 *3.411
Net short-term capital gain

(less loss) 296,849 9,370 -9,804 - *-1,689 -8,070 *-144

Net long-term capital gain
(tess loss) 7,691,764 67,788 197,994 - “23,413 170,615 3,967

Other portfolio income (net)........ccevivmnenee 92,068 *320 702 - *-4 *662 *43

Real estate rental net income - '

(less deficit). 1,815,027 55,584 13,571 *-793 1,723 8,929 3,711
Netincome 3,676,106 78,665 20,368 17 1 *1,781 10,940 7,629
Deficit 1,861,079 23,081 6,796 *809 *58 *2,011 *3,918

Net income (less deficit) .

from other rental activity......cc.ccemerenane 763,400 20,082 13,625 *7 *11,003 2,142 *473
Netincome 1,002,588 20,195 14,153 7 “11,003 2,663 *480
Deficit 239,188 113 *528 - - 1. *521 *7

Total net income (less deficit).........cce.wn.d 91,676,443 221,764 1,577,836 *24,442 83,168 1,229,927 240,299

Netincome 123,970,916 2,079,764 1,987,278 *42,067 183,192 1,488,994 273,026

- - Deficit ereiioni 32,294,473 - 1,858,000 - 409,442 *17,625 | - -100,024 - 259,067 | - 32726 -

46 Footnotes at end of table.
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Table 1.-- All Returns: Total Income and Deductions, Portfolio Income, Rental Income, and Total Net
Income, by Major Industrial Group--Continued

[All figures are estimates based on samples-money amounts are in thousands of dollars]

Construction Manufacturing
General
building
ltem Total contractors Heavy Special Food and Tobacco Textile
and construction trade Total kindred manufac- mill
operative contractors | contractors products tures products
builders
8 9 {10) {11) (12) (13) {14) (15)
Number of returns 201,354 83,274 7,872 110,209 129,408 6,179 - 2,682
Number of shareholders. .....c.e...vuesd 328,667 135,550 15,927 177,190 314,438 28,241 - 6,646
Income from a trade or business:

Total recelpts '... 217,455,805 | 102,330,681 | 25,403,032| 89,722,092 389,844,284 | 48,421,949 el 16,371,611
Business receipts.... ...] 215,899,647 | 101,673,740 | 25,022,553| 89,203,354 | 385,952,362 | 48,066,513 - 16,173,022
Interest on Govemment obllgatlons

State and local... 45,491 18,788 17,056 9,648 112,462 9,013 - 3,798
Net gain, noncapnal assets 271,594 65,492 117,937 88,164 709,478 75,422 - 101,452
Cther receipts. 1,239,072 572,661 245,485 420,926 3,069,982 271,001 - 93,338

Total deductions. 210,332,107 | 99,919,152| 24,304,855| 86,108,100 | 369,254,003 | 46,453,111 - 15,803,119
Cost of goods sold 164,180,187 | 85252,101| 18,833,330| 60,094,756 | 269,585,344 | 36,287,354 bt 12,413,683
Compensation of officers............ccceveeu 7,34