	Table: 2016 phaseouts for individuals that create effective marginal tax rates (MTRs) different from statutory tax rates (STRs)


	Provision
(estimated number in relevant AGI range)
	
Code § 

	
Relevant Adjusted Gross Income (AGI) Range by Filing Status (see Notes)
	
How Phaseout Works
	
Effective MTR

	
Low-Income Taxpayers

	

1) Phasein of earned income credit
(7 million (M))






Phaseout of earned income credit
(15 M)


	

§ 32





§ 32(b)(3)



§ 32










§ 32(b)(3)

	

$0–$6,610a 


$0–$9,920a

$0–$13,930a


$0–$13,930a


Joint: $13,820–$20,430
Single or Head of Household (HH): $8,270–$14,880

Joint: $23,740–$44,846
Single or HH: $18,190–$39,296

Joint: $23,740–$50,198 
Single or HH: $18,190–$44,648

Joint: $23,740–$53,505
Single or HH: $18,190–$47,955
	
Credit: 
Earned income (EI) × 7.65%

EI × 34%

EI × 40%

EI × 45%


$506 – [7.65% × (EIb − $13,820)]
$506 – [7.65% × (EIb − $8,270)]

$3,373 –[15.98% × (EIb − $23,740)]
$3,373 –[15.98% × (EIb − $18,190)]

$5,572 –[21.06% × (EIb − $23,740)]
$5,572 –[21.06% × (EIb − $18,190)]

$6,269 –[21.06% × (EIb − $23,740)]
$6,269 –[21.06% × (EIb − $18,190)]
	
No children: Statutory rate − 7.65%

One child: Statutory rate − 34%

Two children: Statutory rate − 40%

Three or more children: 
                        Statutory rate − 45%

No children: Statutory rate + 7.65%


One child: Statutory rate + 15.98%


Two children: Statutory rate + 21.06%


Three or more children: 
                        Statutory rate + 21.06%




	Provision
(estimated number in relevant AGI range)
	
Code § 

	
Relevant Adjusted Gross Income (AGI) Range by Filing Status 
	
How Phaseout Works
	Effective MTR

	
2) Limited phaseout of dependent care credit
(2 M)

	
§ 21




	
$15,000–$43,001 

	
Dependent care credit:
$Dep. care expenses × [0.35 – [0.15 × [(AGI – 15,000) ÷ 30,000]] (round up to whole %. Max. = 0.15. Min. = 0)]

Max. $Dep. care expenses = $3,000 if one qualifying person.
Max. $Dep. care expenses = $6,000 if two or more qualifying persons.
	
Statutory tax rate + 1.5% 
(assumes maximum credit (i.e., taxpayer’s total qualifying expenses are $3,000 for one qualifying person))
Statutory tax rate + 3% 
 (assumes maximum credit (i.e., taxpayer’s total qualifying expenses are $6,000 for ≥ two qualifying persons))

	3) Phaseout of credit to pay health care premium purchased on the “exchange”
	
§ 36B

	[bookmark: keyword]Varies (Individuals whose household income is at least 100% but not more than 400% of the poverty line who aren't eligible for Medicaid or employer-sponsored insurance)
	Premium assistance credit:

[bookmark: FEDANA:84423.49]Premium for a “benchmark plan”  –Taxpayer's “expected contribution”
	
Varies

	
Retirement Related

	
4) Phaseout of elderly or disabled credit
(< 0.1 M)
	
§ 22


	
Single or HH: $7,500–maximum of $17,500

Joint: $10,000–max. of $20,000c
	
varies

	
Statutory rate + 7.5%


	
5) Phaseout of social security (S.S.) benefits exclusion 
(7 M)
	
§ 86




	

Single or HH: $25,000–variousd
Joint: $32,000–variousd

Single or HH: $34,000–variousd


Joint: $44,000–variousd
	
Taxable S.S. benefits:
50% × (Provisional income – 25,000)
50% × (Provisional income – 32,000)
Lesser of 50% × (S.S.benefits) or $4,500 + 85% × (Prov. inc.– 34,000). 
Maximum = 85% × S.S.benefits
Lesser of 50% × (S.S.benefits) or $6,000 + 85% × (Prov. inc.– 44,000). 
Maximum = 85% × S.S.benefits
	

Statutory rate (for first tier) × 1.5


Statutory rate (for second tier) × 1.85


“                “      “        “      “     “   “  

	
Provision
(estimated number in relevant AGI range)
	
Code § 


	
Relevant Adjusted Gross Income (AGI) Range by Filing Status 
	
How Phaseout Works
	Effective MTR

	
6) Phaseout of maximum contribution to IRA eligible for a deductione 
(1 M)
	
§ 219



	
Single or HH: $61,000–$71,000i



Joint: $98,000–$118,000i, j
	
Maximum deductible contribution: 
$5,500 × 
[1 − (AGI − $61,000) ÷ $10,000]

$5,500 × 
[1 − (AGI − $98,000) ÷ $20,000]
	
Single or HH: Statutory rate × 1.55 (assuming maximum contribution for under age 50 of $5,500)f
Joint: Statutory rate × 1.275 (assuming maximum contribution for under age 50 of $5,500 by one spouse)g, h

	
7) Phaseout of contribution allowed to a Roth IRA
(Data Not Available)
	
§ 408A 



	
Single or HH: $117,000 – $132,000i



Joint: $184,000 – $194,000i
	
Maximum allowable contribution:
$5,500 ×  
[1 − (AGI − $117,000) ÷ $15,000]

$5,500 × 
[1 − (AGI − $184,000) ÷ $10,000]

	
Single or HH: Statutory rate × 1.367 (assuming taxpayer would have contributed maximum for under age 50 of $5,500 if not for phaseout)k, l

Joint: Statutory rate × 1.55 (assuming one spouse would have contributed maximum for under age 50 of $5,500 if not for phaseout) k, m

	
Education Related

	
8) Phaseout of American opportunity credit
(0.5 M)

	
§ 25A(i)
 
	
Single or HH: $80,000 – $90,000i


Joint: $160,000 – $180,000i
	
Percentage of credit phased out: 
(AGI − $80,000) ÷ $10,000

(AGI − $160,000) ÷ $20,000
	
Single or HH: Statutory rate + 25% (assuming maximum credit of $2,500 if not for phaseout) n

Joint: Statutory rate + 12.5% (assuming max. $2,500 credit if not for phaseout)n

	
9) Phaseout of lifetime learning credit
(0.5 M)
	
§ 25A


	
Single or HH: $55,000 – $65,000i



Joint: $111,000 – $131,000i 
	
Percentage of credit phased out: 
(AGI − $55,000) ÷ $10,000


(AGI − $111,000) ÷ $20,000

	
Single or HH: Statutory rate + 20% (assuming maximum credit of $2,000 if not for phaseout)o

Joint: Statutory rate + 10% (assuming maximum credit of $2,000 if not for phaseout)o

	Provision
(estimated number in relevant AGI range)
	
Code § 

	
Relevant Adjusted Gross Income (AGI) Range by Filing Status 
	
How Phaseout Works
	Effective MTR

	
10) Phaseout of qualified student loan interest deduction 
(1 M)
	
§ 221


	

Single or HH: $65,000 – $80,000i



Joint: $130,000 – $160,000i
	
Percentage of interest phased out: 
 (AGI − $65,000) ÷ $15,000



(AGI − $130,000) ÷ $30,000

	
Statutory rate × 1.167 (assuming maximum deduction of $2,500 if not for phaseout)

Statutory rate × 1.083 (assuming maximum deduction of $2,500 if not for phaseout)

	
11) Phaseout of education savings bonds interest exclusion
(Not available)
	
§ 135


	

Single or HH: $77,550–$92,550i


Joint: $116,300 – $146,300i
	
Excludible savings bond interest:
$Interest × 
[1 − (AGI − $77,550) ÷ $15,000]

$Interest × 
[1 − (AGI − $116,300) ÷ $30,000]
	
Single or HH: Statutory rate × [1 + (exclusion if not for phaseout divided by $15,000)] 

Joint: Statutory rate × [1 + (exclusion if not for phaseout divided by $30,000)] 

	
12) Phaseout of contribution allowed to a Coverdell education savings account
(Not available)
	
§ 530



	


Single or HH: $95,000 – $110,000i


Joint: $190,000 – $220,000i
	
Maximum allowable contribution:

$2,000 × 
[1 − (AGI − $95,000) ÷ $15,000]

$2,000 × 
[1 − (AGI − $190,000) ÷ $30,000]
	
Single or HH: Statutory rate × 1.133 (assuming would have contributed maximum of $2,000 for one beneficiary if not for phaseout)p
 Joint: Statutory rate × 1.067 (assuming would have contributed maximum of $2,000 for one beneficiary if not for phaseout)p  

	
Middle- and Upper-Income Taxpayers 

	
13) Phaseout of child credit
(1 M)
	
§ 24
 
	

Single or HH: $75,000 – variousi

Joint: $110,000 – variousi
	
Child credit phased out: 
[(AGI − 75,000) ÷ 1,000](round up to whole number) × $50
[(AGI − 110,000) ÷ 1,000](round up to whole number) × $50

	

Statutory rate + 5%


	Provision
(estimated number in relevant AGI range)
	Code §

	Relevant Adjusted Gross Income (AGI) Range by Filing Status
	
How Phaseout Works
	Effective MTR

	
14) Phaseout of allowable rental real estate loss deduction 
(Not available)

	
§ 469(i)
 

	

$100,000 – $150,000i


	
Maximum allowable deduction: 

$25,000 × 
[1 – (AGI – $100,000) ÷ $50,000]
	
 Statutory rate × 1.5 (assuming maximum deduction of $25,000 if not for phaseout)q



	
15) Phaseout of adoption credit 
(Not available)
	
§ 23

	
$201,920 – $241,920i


	
Credit:
$Adoption expenses (maximum $13,460) × [1 − (AGI − $201,920) ÷ $40,000]
	
Credit: Statutory rate + 0.337 (assumes maximum credit of $13,460 if not for phaseout)r        


	
16) 10% floor for medical deductions
(11 M)
	
§ 213

	
Any taxpayer claiming medical deductions
	
Deduction phased out:
10% × AGI 
(7.5% if taxpayer is age 65 or over)
	
Statutory rate × 1.10  

(1.075 if taxpayer is age 65 or over)

	
17) 2% floor for miscellaneous deductions
(12 M)
	
§ 67

	
Any taxpayer claiming miscellaneous deductions subject to the 2% floor
	
Deduction phased out:
2% × AGI 


	
Statutory rate × 1.02 

	
18) 10% floor for casualty loss deductions
(0.1 M)
	
§ 165
(h)(2)

	
Any taxpayer claiming casualty loss deductions
	
Deduction phased out:
10% × AGI 

	
Statutory rate × 1.10 




	Provision
(estimated number in relevant AGI range)
	
Code §

	
Relevant Adjusted Gross Income (AGI) Range by Filing Status
	
How Phaseout Works
	
Effective MTR

	19) Phaseout of  itemized deductions
(2 million (M))
	
§ 68

	
Single: $259,400 – various
HH: $285,350 – various
Joint: $311,300 – various
	
Deduction phased out:
3% × (AGI − $259,400)s
3% × (AGI − $285,350)s
3% × (AGI − $311,300)s


	
Statutory rate × 1.03

	20) Phaseout of personal and dependent exemption(s) deduction
(2 M)
	
§ 151


	

Single:$259,400 – $381,901

HH: $285,350 – $407,851

Joint: $311,300 – $433,801
	
Percentage of deduction phased out: 
[(AGI – 259,400) (round up to next $2,500)]  / 125,000

[(AGI – 285,350) (round up to next $2,500)] / 125,000  

[(AGI – 311,300) (round up to next $2,500)] / 125,000
	
Statutory rate × 1 plus 0.033 for each exemption (e.g., statutory rate × 1.066 if two exemption deductions)


Source: Joint Committee on Taxation (1998) as updated to 2016 law by Greg Geisler. Estimated number of taxpayers in relevant AGI range updated using most recently available SOI Tax Stats-Individual Statistical Tables by Size of Adjusted Gross Income (AGI).
Notes: Relevant AGI ranges for Married Filing Separately status are not included in Table. If only one relevant AGI range is listed for a row, then such range applies to joint, single, and head of household (HH) filing statuses. The Table does not contain the retirement saver’s credit (section 25B) because, unlike all of the other provisions in the Table, the phaseout is neither smooth nor steady stair-steps. Instead, it contains two cliffs and two steps. Specifically, a $1 increase in AGI above a threshold amount causes the credit to be cut in half. Then, at an even higher threshold, a $1 increase in AGI causes the credit to drop from 50 percent to 20 percent. As AGI continues to rise, at one threshold the credit drops to 10 percent and at a higher threshold the credit drops to zero.

a Assumes all income is earned.

b Phaseout is based on the greater of earned income or AGI.

c Assumes only one spouse qualifies for the credit. If both spouses qualify, the end of the threshold changes from $20,000 to $25,000.

d Phaseout is based on provisional income instead of AGI.

e Assumes the individual is an employee who is an “active participant,” which means that the employee is covered by an employer-sponsored qualified retirement plan. If not, there is no phaseout. 
f If age 50 or older, assume the taxpayer contributed the maximum of $6,500 and change 1.55 to 1.65. 

g If age 50 or older, assume the taxpayer contributed the maximum of $6,500 and change 1.275 to 1.325.

h Assume both spouses are active participants and contributed maximum to their IRAs given their age. If both are under age 50, change 1.275 to 1.55. If neither is under age 50, change 1.325 to 1.65.     

i Instead of AGI, this phaseout range is based on “modified” AGI as defined in this provision’s Code section.  

j If one spouse is an active participant and the other spouse is not, the relevant AGI phaseout range for the latter is $184,000–$194,000. This changes the effective marginal tax rate (MTR) formula for the latter spouse. Specifically, MTR for the spouse who is not an active participant changes to STR × 1.55 if under age 50 and assuming a maximum contribution of $5,500 and changes to STR × 1.65 if age 50 or older and assuming a maximum contribution of $6,500.

k As the Joint Committee on Taxation report (1998) states, “The provision phasing out the taxpayer’s eligibility to contribute to a Roth IRA does not create an effective marginal tax rate on current year income that is in excess of the statutory marginal tax rate, but rather subjects more income to income tax in a subsequent year.” The effective MTR formula assumes the individual’s current and future tax rates are the same. It is such future tax on the earnings of the disallowed “Roth IRA contribution that increases the effective marginal rate of tax for taxpayers subject to the phaseout range.”

l If the taxpayer is age 50 or older, assume the taxpayer would have contributed the maximum of $6,500 and change 1.367 to 1.433.

m If the taxpayer is age 50 or older, assume the taxpayer would have contributed the maximum of $6,500 and change 1.55 to 1.65.

n Qualifying expenses of $4,000 or more generates a $2,500 credit per qualifying student. The maximum credit could be in multiples of $2,500 if a taxpayer has more than one qualifying student with at least $4,000 of qualifying postsecondary education expenses. Assuming that there are two qualifying students and that both have sufficient qualifying expenses for the maximum credit, the credit is $5,000 ($2,500 × 2) if not for the phaseout. In this case, change 25 percent to 50 percent in MTR formula for filing single or HH and change 12.5 percent to 25 percent in MTR formula for filing jointly.

o Qualifying expenses of $10,000 or more generates a $2,000 credit, which is the maximum credit allowed per taxpayer.

p As the Joint Committee on Taxation report (1998) states, “The phaseout does not increase a taxpayer’s current year tax liability. Like the phaseout for eligibility to contribute to a Roth IRA, the provision phasing out the taxpayer’s eligibility to contribute to an education IRA subjects more income to tax in [the future].”

q MTR formula is overstated because it ignores that the provision allows losses to be deducted in the future. Other things being equal, the sooner in the future that such losses are deducted, the lower the current year’s MTR.

r The credit amount is based on qualified adoption expenses up to a maximum of $13,400. Credit is maximum amount if a child with special needs is adopted, regardless of the amount of qualified expenses. 

11

8

[bookmark: _GoBack]s Maximum deduction phased out is 80 percent multiplied by total itemized deductions other than the medical category, investment interest, casualty and theft loss category, and gambling losses.

