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Bulletin Board

This Issue at a Glance

Individual Income Tax Returns, Preliminary
Data, 2004

Data Release

For 2004, taxpayers filed 132.4 million U.S. individual
income tax returns, an increase of 1.4 percent from
the 130.6 million returns filed for 2003. For the
second consecutive year, Adjusted Gross Income
(AGI) rose, increasing by 8.9 percent to $6.8 trillion
for 2004. Tax Year 2004 had several other notable
changes. Taxable income increased 10.6 percent to
$4.6 trillion, and alternative minimum tax rose 38.1
percent to $12.1 billion. Income tax and total tax
liabilities increased for the first time since Tax Year
2000; between 2003 and 2004, total income tax in-
creased 10.7 percent to $830.4 billion, and total tax
liability increased 10.5 percent to $870.3 billion. Other
notable changes were: Statutory adjustments to total
income increased 11.0 percent, from $85.1 billion to
$94.5 billion; total deductions increased 6.7 percent to
$1,536.3 billion; and total tax credits used to offset
income tax liabilities increased 25.0 percent to $51.4
billion. The total earned income credit increased 3.8
percent to $40.6 billion for Tax Year 2004.

Individual Income Tax Rates and Shares, 2003
by Kyle Mudry and Michael Parisi
For Tax Year 2003, taxpayers filed 130.4 million
returns, of which 88.9 million (or 68.2 percent) were
classified as taxable returns. This represents a reduc-
tion of 2.2 percent in the number of taxable returns
from 2002. Adjusted gross income (AGI) on these
taxable returns rose 1.9 percent to $5,747 billion,
while total income tax fell 6.1 percent. This decrease
in total income tax was attributable to the tax cuts
implemented in the passage of the Jobs and Growth
Tax Relief Reconciliation Act of 2003 (JGTRRA). For
the third year in a row, the average tax rate for taxable
returns fell, decreasing 1.1 percentage points to 13.0
percent. The country’s average tax rate had not been
13.0 percent or below since 1972. Also noteworthy is
the large decline in total income tax of 23.7 percent,
from the peak of $981 billion for 2000 to $748 billion
for 2003.

Taxpayers with an AGI of at least $295,495, the
top 1 percent of taxpayers, accounted for 16.8 percent
of total AGI, representing an increase in income share

of 0.7 percentage points from the previous year.
These taxpayers accounted for 34.3 percent of the
total income tax reported, an increase from 33.7
percent in 2002.

Unrelated Business Income Tax Returns, 2002:
Financial Highlights and Special Analyses of
Exempt-Organization Reporting Quality

by Margaret Riley

During 2003 and 2004, tax-exempt organizations filed
an estimated 35,103 Forms 990-T, Exempt Organiza-
tion Business Income Tax Returns, for Tax Year 2002.
Compared to Tax Year 2001, organizations reporting
“unrelated business income” (UBI) filed only slightly
fewer returns for 2002, but it was the fourth consecu-
tive year for which filings of Form 990-T declined.
From Tax Year 1998 to Tax Year 2002, the number of
filings dropped 24.0 percent. After offsetting $7.8
billion of total gross UBI with $7.9 billion of total
deductions, the resulting unrelated business taxable
income (less deficit) for 2002 was $-0.1 billion. Unre-
lated business taxable income (UBTI) and the associ-
ated unrelated business income tax (UBIT) decreased
by 18.3 percent and 14.1 percent, respectively, from
amounts reported for 2001. Between 1998 and 2002,
UBTI and UBIT declined by a respective 61.2 percent
and 61.6 percent.

This article contains analyses from two special
studies of exempt-organization reporting quality on
Forms 990, Return of Organization Exempt from
Income Tax, and 990-T. The Form 990-T deductions
allocation study measures the extent to which high-
income organizations (those with gross UBI of
$500,000 or more) misreported specifically defined,
itemized deduction components as “Other deductions”
on Tax Year 2002 Forms 990-T. After allocation, the
increase in the total amount of each specifically de-
fined deduction category reported by high-income
filers ranged from 3.1 percent to 44.7 percent. A
second special study, comparing total unrelated busi-
ness income (UBI) amounts reported on Forms 990
and 990-T, revealed that total UBI reported on nearly 4
out of every 10 Forms 990 could not be reconciled
with total UBI reported on Form 990-T. The main
reasons for this were twofold: some Form 990 filers
reported a combination of gross and net taxable in-
come that differed from the combination specified in
the return form instructions; other filers did not report
total UBI on Form 990 at all.
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Transactions Between Large Foreign-Owned
Domestic Corporations una Related Foreign
Persons, 2002

by William P. Jauquet

Despite the increase in the number of large foreign-
owned domestic corporations and related foreign
persons engaged in transactions reported on Form
5472, the total value of transactions declined for 2002.
The 737 large foreign-owned domestic corporations
covered by these statistics received from related
foreign persons $166.7 billion, 37.2 percent less than
for 2000; these domestic corporations paid related
foreign persons $353.6 billion, 26.4 percent less than
for 2000. The decline in total amounts received and
in total amounts paid can be traced to the drop in the
value of transactions with related foreign persons from
the United Kingdom and the Netherlands and can
further be isolated to corporations in the finance and
insurance sector.

Since the early 1980’s, Congress and the IRS have
required corporations to report certain related party
transactions when one party is a U.S. corporation and
the other is a foreign person. A small number of
industrial sectors and countries dominate the statistics.
Three industrial sectors were responsible for 79 per-
cent of all foreign related persons and 92 percent of all
nonloan transactions: wholesale trade, manufacturing,
and finance and insurance. Wholesale trade had the
second largest number of foreign related persons,
2,879 persons or 19.8 percent of the total, and sup-
planted finance and insurance as the sector with the
largest amount of nonloan transactions, $198.3 billion
or 38.1 percent of the total receipts and payments.
Related persons from five countries, Japan, the United
Kingdom, Canada, Germany, and Switzerland, ac-
counted for 67.9 percent of nonloan transactions.

Personal Wealth, 2001

by Barry W. Johnson and Brian G. Raub

Using data derived from Federal estate tax returns, it is
estimated that there were more than 7.3 million living
individuals in the United States with gross assets of
$675,000 or more in 2001, representing about 3.5
percent of the total U.S. adult population in that year.
These “top wealth holders” had a combined net worth
of more than $13.8 trillion, or 32.7 percent of total
personal U.S. net worth. Almost 4.0 million, or 53.7
percent, of these wealthy individuals were male, and
3.4 million were female. The age, gender, and relative

wealth of top wealth holders impacted the composition
of their portfolios. Women’s portfolios contained a
greater proportion of real estate and stock in public
corporations than those of men. Conversely, men’s
portfolios were made up of proportionately more
closely held stock, business assets, and retirement
assets. For both males and females, the value of the
personal residence made up smaller percentages in the
portfolios of older top wealth holders than in portfolios
held by younger individuals in the same wealth

classes. Men in each wealth and age class had a
higher ratio of debts to total assets than their female
counterparts.

There was a significant increase in the number of
U.S. citizens with net worth of $1.0 million or more
between 1998 and 2001. While the number of million-
aires in each wealth class grew more rapidly than the
overall U.S. population during this period, the growth
rate in the number of millionaires with net worth of
less than $5 million was lower than the rate for mil-
lionaires with net worth of $5 million or more. As in
previous years, California was the State with the
largest number of resident millionaires in 2001. How-
ever, Connecticut was the State with the greatest per
capita concentration of millionaires. While the number
of millionaires increased significantly over the period
studied, estimates of the amount of wealth held by the
top 1.0 and 0.5 percent of the U.S. population suggest
that the overall concentration of wealth in the U.S. did
not change significantly, and has, in fact, remained
relatively constant for more than a decade.

Projections of Federal Tax Return Filings:
Calendar Years 2005-2012

by Taukir Hussain

Taxpayers are expected to file a grand total of 229.3
million tax returns with the Internal Revenue Service
(IRS) during Calendar Year (CY) 2006. That pro-
jected level reflects a modest increase of only 0.1
percent over the estimated Calendar Year 2005 filings
0f 229.0 million. However, the small growth in grand
total return filings in 2006 is a net effect that masks
some rather dramatic shifts among certain return
volumes. In particular, IRS efforts to reduce taxpayer
burden will result in a noticeable decrease in filings of
Form 941, Employer’s Quarterly Federal Tax Return,
and Form 2688, Application for Additional Extension
of Time To File U.S. Individual Income Tax Return,
returns during CY 2006. These drops, in turn, will
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serve to suppress the growth in total filings for 2006.
After 2006, however, grand total return filings are
projected to grow at a more typical average annual rate
of 1.2 percent and to reach 246.8 million by 2012.
Furthermore, over the forecast horizon, IRS is pro-
jected to continue to make solid gains in the share of
total returns filed electronically. For example, under
current trends, total individual electronic returns are
estimated to be 51.3 percent of all individual income
tax returns in 2005, 55.0 percent of all returns in
2006, and 70.3 percent in 2012.

Behind the Scenes

2005 Data Dissemination Update
The SOI Statistical Information Services
(SIS) Office received nearly 2,300 direct
requests for information in the 12-month
period ending December 31, 2005.
About 1,128 requests (or 48.3 percent of the total)
were by telephone. Some 49.1 percent of the requests
were by e-mails or faxes, and about 2.6 percent of the
requests were from letters or face-to-face meetings
with “walk-in” visitors.

Who were the requesters we responded to in
2005? About 22.5 percent were consultants, 12.8
percent were other IRS offices, and 11.8 percent were
private citizens. After these categories, the next most
frequent requesters were: corporations (10.1 per-
cent); universities (9.1 percent); media (7.6 percent);
State and local governments (6.0 percent); Federal
agencies (5.1 percent); and students (3.8 percent).
The remaining requests came from nonprofit organiza-
tions; associations; law firms; accounting firms;
Congress; banks; foreign government organizations or
embassies; and public libraries, which together ac-
counted for 11.2 percent of the total.

While overall, the level of direct requests has
declined slightly for each of the past few years,
Internet downloads appear to have been steadily in-
creasing every year. The total number of downloads
from “Tax Stats” (www.irs.gov/taxstats) during 2005
was 3,820,777. This averaged 318,398 downloads per
month, up from about 189,240 downloads per month
in 2004. Over 46.7 percent of all downloads from Tax
Stats are accounted for by two items--data on individu-
als and the /RS Data Book. About 1,110,087 down-
loads (or 29.1 percent of the grand total) were for

/A

individual income tax return data, and
671,398 downloads (or 17.6 percent
of the total) were for the /RS Data
Book. As always, all data are pro-
vided free from any identifying infor-
mation, since we are prohibited by
law from releasing names or data for specific taxpayers.
We are pleased to be able to provide information
services to our customers. By all

. e [ A
means, call or write us, or visit our X 7
Web site address (http:// 2w
www.irs.gov/taxstats/index.html. ' A

Sometimes, we receive requests for

IRS data other than SOI’s. If we

have the data or know who has, we

will make every effort to help the requester.
In fact, according to the third Statistical Informa-

tion Services (SIS) Customer Satisfaction Survey, the

SIS office has maintained its overall customer satisfac-

tion level at about 91.6 percent for 2005. We are con-

tinuing the survey in 2006 and will provide an update in

a future issue.

What's New

Corporation Source Book, 2000, Is Now Online
<http://www.irs.gov/taxstats/bustaxstats/article/
0,,id=149687,00.html>

Data tables from the Tax Year 2000
Corporation Source Book of Statis-
tics of Income (Publication 1053),
which was originally published in
2003, are now available in Excel
spreadsheets for viewing or downloading from Tax
Stats at the IRS.gov Web site. These tables present
detailed income statement, balance sheet, tax, and
selected items, by industrial sector, and major and
minor industrial groups. For each industrial group, the
data are further classified by size of total assets. Data
are presented for all corporate returns and for those
returns with net income. Separate statistics on S
corporations are also included by industrial sector and
asset size. Data from the Tax Years 2001-2003 Cor-
poration Source Book publications will be available
later this year. Tax Stats contains other statistics from
corporation income tax returns <http://www.irs.gov/
taxstats/bustaxstats/article/0,,1d=97145,00.html>, as
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well as statistics from other types of entities <http://
www.irs.gov/taxstats/index.html> (e.g., individuals,
exempt organizations, and partnerships).

2005 IRS Data Book

The 2005 IRS Data Book is a statistical snapshot of
IRS operations. The 33 tables in the report include
information about returns filed, tax collections, and
refunds; examination coverage; delinquency and
collection activity; appeals; criminal investigation;
employee plan and tax-exempt organization informa-
tion; taxpayer assistance; information reporting; tax-
payer contact information; penalties; Chief Counsel
activities; and administrative costs and personnel
summaries. The 62-page report also includes lists of
key officials and an organizational chart. The report
(in Adobe Acrobat PDF) and tables (in Microsoft
Excel) appear on the IRS Web site (www.irs.gov/
taxstats), under Products, Publications, & Papers, /RS
Data Books.

The IRS Research Bulletin

This 291-page volume presents se-
lected papers from each of the six
conference sessions from the fourth
annual IRS Research Conference, which was held on
June 7-8, 2005, in Washington, DC, and was spon-
sored by the Office of Research, Analysis, and Statis-
tics. The sessions include new estimates of individual
income tax compliance; indirect measures of compli-

ance; taxpayer compliance burden; use of tax adminis-
tration resources; influencing voluntary compliance
behavior; and understanding barriers to compliance
and participation. The 16 papers in the report are
available on the IRS Web site (http://www.irs.gov/
taxstats/productsandpubs/article/
0,,id=130103,00.html).

For ordering instructions or questions regarding
these publications and any other SOI data, call the SOI
Statistical Information Services office at (202) 874-
0410, fax (202) 874-0964, or e-mail at sis@irs.gov.

Upcoming Features

The following articles or data releases are tenta-
tively planned for inclusion in the Spring 2006 issue of
the Statistics of Income Bulletin scheduled to be
published in June 2006:

High-Income Tax Returns, 2003;

S Corporation Returns, 2003;

Split-Interest Trusts, 2003;

Controlled Foreign Corporations, 2002;
Individual Retirement Accounts for Tax Years
2001 and 2002; and

Noncash Charitable Contributions by
Individuals (Form 8283), Tax Year 2003.
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Individual Income Tax Returns, Preliminary Data, 2004

Data Release

individual income tax returns, an increase of

1.4 percent from the 130.6 million returns filed
for 2003. For the second consecutive year, Adjusted
Gross Income (AGI) rose, increasing by 8.9 percent
to $6.8 trillion for 2004. Tax Year 2004 had several
other notable changes. Taxable income increased
10.6 percent to $4.6 trillion, and alternative minimum
tax rose 38.1 percent to $12.1 billion. Total income
tax, which declined for 2003, increased for 2004 by
10.7 percent to $830.4 billion, and total tax liability
rose by 10.5 percent to $870.3 billion.

Figure A shows that the largest component of
AGI, salaries and wages, increased 6.0 percent to
$4,977.9 billion for Tax Year 2004, while the next
largest component of AGI, net capital gains, rose by
53.2 percent to $442.1 billion. Other income items
with notable percentage changes included capital gain
distributions (part of net capital gains), which more
than tripled from $4.7 billion for 2003 to $15.3 billion
for 2004, partnership net income, which increased by
18.0 percent to $355.5 billion, and dividends, which
increased 22.1 percent to $135.4 billion. Of this
dividend total, about 75.6 percent were reported as
qualified dividends. Qualified dividends, whichre-
ceive preferential tax rates, were reported on 24.5
million returns and totaled $102.3 billion, an increase
0f 29.2 percent. For 2004, taxable pensions and
annuities, the third largest income item, rose 5.5
percent to $399.3 billion. The other items related to
retirement, taxable IRA distributions and taxable
Social Security benefits, also rose for 2004, by 15.1
percent and 12.8 percent, respectively. Declining
income items were led by unemployment compensa-
tion at $32.7 billion, falling by 25.9 percent from its
2003 level. Both taxable interest and State income
tax refunds also decreased (3.6 percent and 3.1
percent, respectively) from Tax Year 2003.

Statutory adjustments to total income increased
11.0 percent to $94.5 billion for Tax Year 2004. The
largest statutory adjustment was the deduction for
self-employment tax, representing 21.3 percent of the
total. This adjustment to income increased 6.1 per-
cent to $20.1 billion. Payments to self-employed

F or 2004, taxpayers filed 132.4 million U.S.

This data release was written by Brian Balkovic, an

economist with the Individual Returns Analysis Section,
under the direction of Jeff Hartzok, Chief.

retirement (Keogh) plans rose 6.4 percent to $18.0
billion, while deductible contributions to an Individual
Retirement Arrangement (IRA) increased 0.7 per-
cent to $10.2 billion. The deduction for tuition and
fees increased 58.5 percent to $10.7 billion and
reflects an increase in the maximum adjustment
allowed from $3,000 to $4,000 and an expansion of
the AGI limitation for taking this adjustment (see
Changes in Law section for details). Tax Year 2004
law changes also added line item adjustments to
income for taxpayers who contributed to a health
savings account and certain expenses for members
of the National Guard or reserve members (see
Changes in Law section for details). Over 88,000
taxpayers made payments to a qualified health sav-
ings account allowing for an adjustment of $0.2
billion. Combining these new accounts with the
remaining medical savings accounts, the total number
of individual taxpayers taking advantage of medical
accounts increased by 87.5 percent with adjustments
more than double those taken for just medical savings
accounts for 2003.

Total deductions, the sum of the standard deduc-
tions and total itemized deductions (after limitation),
equaled $1,536.3 billion, an increase of 6.7 percent
from Tax Year 2003. The number of returns claim-
ing the standard deductions decreased 0.6 percent,
accounting for 63.7 percent of all returns filed and
36.7 percent of the total deductions amount. Mostly
due to inflation indexing, the average standard deduc-
tion (comprised of the basic and additional standard
deductions) increased 1.7 percent from $6,579 for
2003 to $6,690 for 2004. Itemized deductions were
claimed on 34.9 percent of all returns filed for 2004
and represented 63.3 percent of the total deductions
amount [1]. The average total for itemized deduc-
tions (after limitation) was $21,038, a 4.8-percent
increase from the 2003 average of $20,076. Due to
the AGI limitation on itemized deductions, 5.7 million
higher-income taxpayers were unable to deduct $34.9
billion in itemized deductions, an increase 0of 24.6
percent from 2003. The taxes paid deduction was
the largest deduction, comprising 35.6 percent of total
itemized deductions (before limitation). For 2004, it
increased 16.5 percent to $357.9 billion. This in-
crease was partially due to a change in law that
allowed taxpayers to elect whether to deduct State
and local general sales taxes instead of State and




Individual Income Tax Returns, Preliminary Data, 2004
Individual Income Tax Returns, Preliminary Data: Selected Income and Tax Items,
Tax Years 2003 and 2004
[Money amounts are in thousands of dollars]
ltem 2003 2004 Percentage
change
() 2) Q)
Number of returns, total 130,571,319 132,384,919 1.4
FOrmM 1040 FEHUMNS ...ttt sttt 80,193,301 80,278,569 0.1
Form 1040A returns 29,827,251 30,878,413 3.5
Form 1040EZ returns * 20,550,767 21,227,937 3.3
Electronically-filed returns e 62,180,894 69,455,931 1.7
Adjusted gross income (1€Ss defiCit)........ccveurerrermeuerrerssesssnessssessssssesenens 6,212,974,067 6,764,907,485 8.9
Salaries and wages:
Number of returns 111,350,057 112,857,828 1.4
4,696,501,144 4,977,868,690 6.0
Taxable interest:
NUMDET Of FELUMNS. ...ttt e 59,591,835 57,675,120 -3.2
AMOUNL. ..ot 115,682,836 111,561,113 -3.6
Tax-exempt interest: 3
Number of returns.... 4,525,688 4,386,097 -3.1
51,795,259 49,837,939 -3.8
Ordinary dividends:
NUMDET Of FELUMNS. ....c.viiiciie et e e 30,450,215 30,612,466 0.5
AMOUNL. .t e e e ee 110,863,179 135,353,804 221
Qualified dividends:
Number of returns 22,470,605 24,544,754 9.2
79,229,288 102,348,349 29.2
State income tax refunds:
NUMDET Of FELUMNS. ......viie e 24,748,822 23,700,194 -4.2
AMOUNL. .t 22,170,414 21,484,401 -3.1
Alimony received:
Number of returns.... 427,110 437,246 2.4
6,095,856 6,830,125 12.0
Business or profession net income:
NUMDET Of FELUMNS. .....iiiiciie e 14,407,862 15,011,873 4.2
AMOUNL. ..ot 261,375,371 280,499,096 7.3
Business or profession net loss:
Number of returns.... 4,990,662 5,201,188 4.2
38,380,163 41,915,266 9.2
Net capital gain: 4
NUMDET Of FELUMNS. ...c.iiieciie et e 10,085,562 13,651,337 354
AMOUNL. .ttt et ee 288,629,772 442,095,059 53.2
Capital gain distributions: 4
Number of returns 7,311,132 10,799,132 47.7
4,726,887 15,324,930 224.2
Net capital loss:
NUMDET Of FELUMNS. .....uiiciie et 12,808,729 11,493,985 -10.3
AMOUNL. ..o e e e 28,921,930 25,454,976 -12.0
Sales of property other than capital assets, net gain:
Number of returns. 784,336 827,819 5.5
7,521,982 9,311,122 23.8
Sales of property other than capital assets, net loss:
NUMDET Of FELUMNS. ......iiieciie et 902,097 848,226 -6.0
AMOUNL. ..t e e s 7,048,185 6,665,222 -5.4
Taxable Individual Retirement Arrangement distributions:
Number of returns. 8,677,735 9,015,362 3.9
88,599,170 102,003,408 15.1
Taxable pensions and annuities:
NUMDET Of FELUMNS. ......viiiciie et 23,058,944 23,344,955 1.2
AMOUNL. ..t e e s 378,632,948 399,311,044 5.5
Rent and royalty net income:
Number of returns. 5,582,974 5,604,092 0.4
64,468,069 67,955,009 5.4
Rent and royalty net loss:
NUMDET Of FELUMNS. .....viiciie et 4,838,985 4,954,924 2.4
AMOUNL .. 37,999,493 42,898,818 12.9
Footnotes at end of figure.
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o L]
Figure A--Continved
Individual Income Tax Returns, Preliminary Data: Selected Income and Tax Items,
Tax Years 2003 and 2004--Continued
(Money amounts are in thousands of dollars)
tem 2003 2004 Percentage
change
(@] 2 (€)]
Partnership and S corporation net income:
Number of returns. 4,139,385 4,391,303 6.1
Amount 301,171,011 355,465,300 18.0
Partnership and S corporation net loss:
NUMDbEr Of FELUMNS.........eieiieee e 2,371,920 2,268,094 4.4
AMOUNL. ..ttt e e e s 56,220,101 57,536,319 23
Estate and trust net income
Number of returns. 460,487 478,444 3.9
Amount.............. 11,494,374 13,051,086 13.5
Estate and trust net loss:
Number of returns. 29,622 31,176 5.2
Amount................ 562,851 630,041 11.9
Farm net income:
NUMbEr Of FEtUMNS..........eeiieee e 595,750 591,038 -0.8
AMOUNL. ..ttt e et e 7,560,081 7,830,456 3.6
Farm net loss:
Number of returns. 1,402,196 1,414,985 0.9
Amount................. 19,513,364 19,894,553 3.6
Unemployment compensation:
Number of returns.... 10,133,305 9,154,275 9.7
44,185,367 32,740,408 -25.9
Taxable Social Security benefits:
NUMDbEr Of FELUMNS.........eeeiieee e e 11,098,826 11,825,356 6.5
AMOUNL. .ttt ettt e e e 99,080,506 111,778,572 12.8
Total statutory adjustments:
Number of returns.... 30,352,239 32,069,452 57
85,137,579 94,479,216 11.0
Educator expenses:
Number of returns.. 3,275,128 3,437,540 5.0
813,913 865,467 6.3
Certain business expenses of reservists, performing artists,
and fee-basis government officials:
Number of returns.. N/A 100,047 N/A
N/A 243,988 N/A
Payments to an Individual Retirement Arrangement:
Number of returns.. 3,462,006 3,379,417 2.4
10,166,576 10,239,186 0.7
7,031,160 7,604,016 8.1
4,470,823 4,438,098 -0.7
Tuition and fees deduction:
Number of returns.. 3,603,729 4,738,193 31.5
6,737,825 10,677,851 58.5
Health savings account deduction:
Number of returns.. N/A 88,110 N/A
N/A 180,186 N/A
Medical savings account deduction:
NUMDbEr Of FELUMNS.......ccoiiiie e e 63,450 30,883 -51.3
AMOUNE. .t e e e 119,800 63,086 -47.3
Moving expenses adjustment:
Number of returns.. 1,029,309 1,086,965 5.6
Amount 2,483,169 2,922,985 17.7
Self-employment tax deduction:
Number of returns.. 15,253,702 15,763,127 3.3
18,986,750 20,148,573 6.1
Self-employed health insuran
NUMDbEr Of FELUMNS.......ccoiiiiii e e 3,658,160 3,699,187 1.1
AMOUNE. ..t e e e s 15,569,662 17,270,521 10.9
Payments to a self-employed retirement (Keogh) plan:
Number of returns.. 1,193,324 1,171,091 -1.9
Amount 16,899,066 17,982,632 6.4
Penalty on early withdrawal of savings:
Number of returns.. 734,368 792,543 7.9
Amount.. 153,102 216,830 41.6

Footnotes at end of figure.
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Figure A--Continved
Individual Income Tax Returns, Preliminary Data: Selected Income and Tax Items,
Tax Years 2003 and 2004--Continued
Moneyv amounts are in thousands of dollars)
ltem 2003 2004 Percentage
change
() 2) ©)]
Alimony paid:
Number of returns.. 582,671 562,882 -3.4
Amount 7,303,956 8,131,749 11.3
Other adjustments:
NUMDBEr Of FELUMNS.......cuiiici e e s 279,197 189,344 -32.2
AMOUNE. ..o e e e 1,351,096 1,033,299 -23.5
Total deductions:
Number of returns 128,796,092 130,572,217 1.4
Amount 1,439,376,664 1,536,262,023 6.7
Total standard deduction:
NUMDET Of FELUIMNS. ... et 84,934,121 84,384,089 -0.6
AMOUNL. ..t ] 558,823,272 564,559,557 1.0
Basic standard deduction:
Number of returns.. 84,934,121 84,384,089 -0.6
Amount 542,758,782 548,505,579 1.1
Additional standard deduction:
NUMDEr Of FEtUMNS.. ..o e e 11,335,359 11,118,473 -1.9
AMOUNE. ..t e e e s 16,064,490 16,053,978 -0.1
Total itemized deductions (after limitation):
Number of returns.... 43,861,971 46,188,128 5.3
Amount 880,553,392 971,702,466 10.4
Itemized deductions in excess of limitation:
NUMDBEr Of FEtUMNS... ...t e 5,237,245 5,719,877 9.2
AMOUNE. ..t e e s 28,010,193 34,892,605 24.6
Medical and dental expenses deduction:
Number of returns.. 8,630,911 9,458,334 9.6
Amount 55,003,108 61,292,493 11.4
Taxes paid deduction:
NUMDBEr Of FELUMNS.......ceiiiceiie e en 42,996,756 45,870,333 6.7
AMOUNE. ...t e e e 307,102,902 357,908,694 16.5
State and local taxes: °
Number of returns.. 36,020,843 44,665,865 24.0
Amount 180,625,363 217,157,045 20.2
Interest paid deduction:
NUMDbBEr Of FEtUMNS... ... e e 36,105,945 37,961,584 5.1
AMOUNE. .. e e s 331,988,244 345,937,522 4.2
Charitable contributions deduction:
Number of returns.. 38,642,066 40,594,576 5.1
139,666,085 156,200,064 11.8
Taxable income:
NUMDET Of FELUMNS ...ttt e es 101,669,737 102,915,892 1.2
AMOUNL. .t e e 4,202,698,688 4,649,039,200 10.6
Alternative minimum tax:
Number of returns 2,379,473 3,132,706 31.7
8,737,246 12,062,016 38.1
NUMDET Of FELUMNS ...t e en 101,686,410 102,922,519 1.2
AMOUNL. .t e e e 791,129,805 881,808,770 11.5
Total tax credits: °
Number of returns 41,219,145 41,868,743 1.6
Amount 41,108,685 51,389,855 25.0
Child care credit:
NUMDET Of FELUMNS. ...t e 6,340,695 6,400,794 0.9
AMOUNL. ..ttt e e et e e e een 3,222,404 3,380,224 4.9
Credit for the elderly or disabled:
Number of returns.... 125,555 107,271 -14.6
Amount 20,600 18,292 -11.2
Child tax credit:
NUMDET Of FELUMNS. ...t 25,741,752 26,070,095 1.3
AMOUNL . 22815814 32,426,392 42.1
Footnotes at end of figure.
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Individual Income Tax Returns, Preliminary Data: Selected Income and Tax ltems,
Tax Years 2003 and 2004--Continued

(Money amounts are in thousands of dollars)

ltem 2003 2004 Percentage
change
(@) (2) (3)
Education tax credits:
NUMDEr Of FEEUMNS.... ..ot 7,358,503 7,253,234 -1.4
AMOUNE. ...t e 5,900,877 6,076,920 3.0
Retirement savings contributions credit:
NUMDEr Of FEEUMNS.... ..ot 5,383,851 5,361,813 -0.4
AMOUNE. ...t e e 1,053,786 1,026,889 -2.6
Adoption credit:
Number of returns 62,749 69,673 11.0
319,185 299,669 -6.1
Foreign tax credit:
Number of returns 4,146,797 4,696,787 13.3
Amount 5,014,266 5,754,318 14.8
General business credit:
Number of returns 239,664 230,905 -3.7
Amount 510,617 507,705 -0.6
Prior year minimum tax credit:
Number of returns 238,477 262,159 9.9
882,136 842,683 -4.5
NUMDET Of FEEUMNS.......ccuiiie et et et 15,253,702 15,763,127 3.3
AMOUNE. ...ttt et 37,965,977 40,289,242 6.1
Total earned income credit (EIC):
Number of returns 22,233,971 22,479,207 1.1
Amount................. 39,124,190 40,616,952 3.8
EIC used to offset income tax before credits:
Number of returns 3,642,470 2,988,349 -18.0
936,451 772,269 -17.5
EIC used to offset other taxes:
Number of returns 4,429,878 4,680,510 5.7
Amount 3,745,552 4,045,464 8.0
Excess EIC, refundable portion:
Number of returns 19,382,974 19,674,899 1.5
34,442,188 35,799,219 3.9
12,627,142 14,609,435 15.7
9,131,488 14,523,694 59.1
Total income tax:
Number of returns 89,103,880 89,206,556 0.1
Amount 750,024,250 830,419,041 10.7
Total tax liability:
Number of returns... 92,542,668 92,817,241 0.3
787,833,443 870,346,902 10.5

N/A--Not applicable.

" Includes TeleFile returns.

2 |ncluded in data for Forms 1040, 1040A, and 1040EZ.

* Not included in adjusted gross income.

*Includes capital gain distributions reported on Form 1040 and Schedule D.

°For 2004, State and local taxes are the total of both income taxes and general sales taxes.
¢ Includes EIC used to offset income tax before credits, shown separately later in this figure.
NOTE: Detail may not add to totals because of rounding.

local income taxes (see Changes in Law section for
details). This allowed individuals in States without
income taxes to deduct sales taxes. An estimated
11.1 million taxpayers took advantage of this, deduct-
ing $17.3 billion. Thus, for 2004, some 24.0 percent

more taxpayers took a deduction for State and local
taxes, and the total amount of this deduction in-
creased 20.2 percent. The interest paid deduction,
accounting for 34.4 percent of the total (before
limitation), increased 4.2 percent to $345.9 billion.
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The charitable contributions deduction increased 11.8
percentto $156.2 billion.

Total tax credits used to offset income tax liabili-
ties increased 25.0 percent to $51.4 billion. Most of
this change is due to an increase in the child tax
credit. About 26.1 million taxpayers claimed $32.4
billion in child tax credits, up 42.1 percent from the
$22.8 billion for 2003. The principal reason for this
increase was that, although this credit was increased
from $600 per eligible child for 2002 to $1,000 per
child for 2003, most taxpayers received the $400 per
child increase for 2003 as a rebate, which was not
shown on 2003 tax returns or in our 2003 estimates.
The additional child tax credit (a refundable part of
the child tax credit) increased by 59.1 percent to
$14.5 billion for 2004. This sizable increase, as with
the child tax credit, was due both to the rebate not
being part of our 2003 statistics and changes in the
law expanding this refundable credit limit to 15 per-
cent of earned income over a prescribed earnings
amount from 10 percent for 2003 (see Changes in
Law section for details). The combined $47.0 billion
of the child tax credit and the additional child tax
credit were greater than the $40.6 billion of EIC (see
below). Other percentage increases for major tax
credits were much smaller. For instance, the educa-
tion tax credits rose by 3.0 percent to $6.1 billion, and
the child care credit increased by 4.9 percent to $3.4
billion. The foreign tax credit, however, had a large
percentage increase, rising 14.8 percent to $5.8 billion.

The total earned income credit (EIC) increased
3.8 percent to $40.6 billion for Tax Year 2004. The
portion of the EIC used to offset income tax before
credits decreased 17.5 percent to $0.8 billion, and the
portion of the EIC used to offset other taxes (such as
the self-employment tax) rose 8.0 percent to $4.0
billion. The largest part of the EIC, the refundable
portion, was treated as a refund and paid directly to
taxpayers who had no tax liability against which to
apply the credit. The refundable portion of the EIC
increased 3.9 percent to $35.8 billion for 2004.

The comparisons of data for Tax Years 2003 and
2004 in this article are based on the preliminary
estimates for both years. A few income and tax
items tend to be understated in preliminary estimates;
therefore, comparisons based on preliminary esti-
mates for one year and final estimates for the previ-
ous year could be misleading. Comparisons based
entirely on preliminary estimates reduce the likelihood

of misinterpretation of the data and afford a more
accurate representation of year-to-year changes. For
2004 preliminary statistics, population estimates were
based on projections that included taxpayers eligible
for further extensions due to hurricanes Katrina, Rita,
and Wilma. It was assumed that those returns not
filed already from these areas would be filed by the
end of Tax Year 2004. Final statistics for Tax Year
2003 are available in the Fall 2005 issue of the Bulletin.

Changes inLaw

In general, the definitions used in this article are the
same as those in Statistics of Income--2003,
Individual Income Tax Returns. The following is
a partial list of tax law and Internal Revenue Service
administrative changes that had a major bearing on
the Tax Year 2004 preliminary data presented in
this article.

Additional Child Tax Credits.--Modifications
were made to the additional child tax credit for 2004.
In Tax Year 2003, the credit limit based on earned
income was 10 percent of a taxpayer's earned in-
come that exceeded $10,500. For 2004, the limit
increased to 15 percent of a taxpayer’s earned in-
come that exceeds $10,750. Members of the U.S.
Armed Forces who served in a combat zone were
able to include their nontaxable combat pay as earned
income when figuring this credit limit (See Nontax-
able Combat Pay for more information).

Alternative Minimum Tax (AMT).--For Tax
Year 2004, the minimum exemption amount for a child
under age 14 increased to $5,750 from $5,600 for 2003.

Certain Business Expenses of Reservists.--For
2004, National Guard or reserve members who
traveled more than 100 miles from home to perform
services as a National Guard or reserve member
were allowed to take a line item deduction in the
form of adjustment to income for certain expenses.

Earned Income Credit.--The maximum amount
of the earned income credit increased, as did the
amounts of earned income and investment income an
individual could have and still claim the credit. The
maximum amount of investment income (interest,
dividends, and capital gain income) a taxpayer could
have and still claim the credit increased to $2,650
from $2,600. The maximum credit for taxpayers with
no qualifying children increased to $382 from $390.
For these taxpayers, earned income and AGI had to
beless than $11,490 ($12,490 if married filing jointly)

11
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to get any EIC. For taxpayers with one qualifying
child, the maximum credit increased $57 to $2,604,
and, for taxpayers with two or more qualifying chil-
dren, the maximum credit increased to $4,300 from
$4,204. To be eligible for the credit, a taxpayer’s
earned income and AGI had to be less than $30,338
($31,338 formarried filing jointly) for one qualifying
child, or less than $34,458 ($35,458 for married filing
jointly) for two or more qualifying children. Taxpay-
ers who served in the U.S. Armed Forces in a com-
bat zone may have been eligible to include their
nontaxable combat pay in earned income when
figuring the EIC. (See Nontaxable Combat Pay for
more information.)

Health Savings Account Deduction.--For Tax
Year 2004, an “above-the-line” deduction was avail-
able for contributions to Health Savings Accounts
made by April 15, 2005. The deduction was limited to
the annual deductible on the qualifying high deductible
health plan, but not more than $2,600 ($5,150, if
family coverage). These limits were $500 higher if
the taxpayer was age 55 or older ($1,000 if both
spouses were 55 or older). A taxpayer could not
contribute to an HSA starting the first month he or
she was enrolled in Medicare.

Indexing.--The following items increased due to
indexing for inflation: personal exemption amounts,
the basic standard deduction amounts, the tax bracket
boundaries, and the beginning income amounts for
limiting certain itemized deductions and for the phase-
out of personal exemptions. The maximum amount of
earnings subject to self-employment tax increased
based on the percentage change in average covered
earnings.

Individual Retirement Arrangement Deduc-
tion.--For 2004, the modified AGI thresholds in-
creased allowing for more taxpayers to deduct contri-
butions to individual retirement plans. For a taxpayer
or for taxpayers filing jointly, both taxpayers were
able to take an IRA deduction up to $3,000 ($3,500 if
age 50 or older) if covered by a retirement plan and
their modified AGI was less than $55,000 ($75,000 if
married filing jointly or qualifying widow(er)). This
was up from the $50,000 ($70,000 if married filing
jointly or qualifying widow(er)) set for 2003.

Limit on Itemized Deductions Increased.--If
adjusted gross income was above a certain amount,
certain itemized deductions were limited. For 2004,

the AGI threshold for limitations increased to
$142,700 ($71,350 if married filing separately). For
2003, the amount was $139,500 ($69,750 if married
filing separately).

Nontaxable Combat Pay.--For Tax Year 2004,
members of the U.S. Armed Forces who served in a
combat zone could exclude certain pay from their
incomes. These qualified individual’s entitlement to
the pay must have fully accrued in a month during
which they served in a combat zone or were hospital-
ized as a result of wounds, disease, or injury incurred
while serving in the combat zone. However, this
nontaxable pay could be used to gain benefits for
both EIC and additional child tax credit purposes.

Sales Tax Deductions.--For Tax Year 2004,
taxpayers could elect to deduct State and local gen-
eral sales taxes instead of State and local income
taxes as an itemized deduction on Schedule A.

Tuition and Fees Deduction.--A taxpayer was
able to deduct up to $4,000 of the qualified tuition and
fees paid for himself, herself, a spouse, or dependents
if the taxpayer’s modified AGI was under $65,000
($130,000 if married filing jointly), or up to $2,000 if
the individual's AGI was higher than that limit but not
more than $80,000 ($160,000 if married filing jointly).
For 2003, the maximum deduction was $3,000, and no
adjustments were allowed if modified AGI's were
above the $65,000 ($130,000, if married filing jointly)
limits cited above. This deduction could not be taken
if the person could be claimed as a dependent on
another taxpayer's return or if they claimed the
education credit for the same student.

Data Sources and Limitations

The preliminary statistics in this data release are
based on a sample of individual income tax returns
(Forms 1040, 1040A, and 1040EZ including electroni-
cally-filed returns) filed during Calendar Year 2005.
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
presence or absence of specific forms or schedules;
and (4) the usefulness of returns for Treasury
Department tax modeling purposes [2]. Returns
were then selected at rates ranging from 0.05
percent to 100 percent. The preliminary Tax Year
2004 data are based on a sample of 159,064 returns
and an estimated final population of 133,061,898
returns. The corresponding sample and population
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for the preliminary 2003 data were 148,908 and
131,316,806 returns, respectively.

Since the data presented here are estimates
based on a sample of returns filed, they are subject to
sampling error. To properly use the statistical data
provided, the magnitude of the potential sampling
error must be known; coefficients of variation (CV’s)
are used to measure that magnitude. The reliability
of estimates based on samples, and the use of coeffi-
cients of variation for evaluating the precision of
estimates based on samples, are discussed in the
appendix to this issue of the Bulletin.

While the preliminary estimates are intended to
represent a full year of taxpayer reporting, they are
actually based on returns processed for tax adminis-
tration purposes, in the case of 2004 returns, between
January and late September of 2005. In general,
returns processed during the remainder of each year
tend to have somewhat different characteristics

compared to returns processed earlier. These char-
acteristics include, for example, disproportionately
large amounts of investment income, passive losses,
and alternative minimum tax.

Notes and References

[1] The remaining 1.4 percent of the returns did not
need to claim either a standard deduction or
itemized deductions because no AGI was
reported.

[2] Returns in the sample were stratified based on
the presence or absence of one or more of the
following forms or schedules: Form 2555,
Foreign Earned Income; Form 1116, Foreign
Tax Credit (Individual, Fiduciary, or Non-
resident Alien Individual); Schedule C, Profit
or Loss From Business (Sole Proprietorship),
and Schedule F, Profit or Loss From Farming.
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Table 1.--Individual Income Tax Returns, Tax Year 2004 Preliminary Data: Selected Income and Tax
Items, by Size of Adjusted Gross Income
(All figures are estimates based on samples--money amounts are in thousands of dollars)

Size of adjusted gross income

$15,000 $30,000 $50,000 $100,000
ltem All returns Under under under under under $200,000
$15,000 * $30,000 $50,000 $100,000 $200,000 or more
(1) 2) (3) “) (5) (6) 7)
Number of returns, total 132,384,919 37,315,393 29,580,707 24,536,044 28,195,618 9,750,175 3,006,981
FOrm 1040 returnsS. .......ccoouiuiuiiiiiiciecceeec s 80,278,569 14,837,267 12,915,895 15,473,863 24,375,671 9,668,892 3,006,981
Form 1040A return 30,878,413 10,128,132 11,415,034 6,323,193 2,939,019 73,032 -
Form 1040EZ returns 2 21,227,937 12,349,997 5,249,778 2,738,988 880,928 8,250 -
Electronically-filed returns 2 69,455,931 18,350,568 17,195,753 13,516,282 14,817,456 4,552,454 1,023,419
Adjusted gross income (less deficit). 6,764,907,485 200,248,363 650,044,283 957,782,969 |1,984,569,072 ||1,291,061,589 ]1,681,201,208
Salaries and wages:

Number of returns.. 112,857,828 28,479,168 25,157,239 22,008,839 25,668,174 8,937,370 2,607,041

..§4,977,868,690 218,024,951 521,575,828 794,757,361 1,610,379,318 |1,001,056,893 832,074,342

Amount..
Taxable interest:
Number of returns. ..o 57,675,120 9,438,614 8,532,352 10,374,988 18,285,202 8,194,568 2,849,393
AMOUNL.......ouiiiiiiiiiiiiiee e 111,561,113 10,683,555 11,036,824 11,863,957 23,352,887 17,857,910 36,765,982
Tax-exempt interest: *
Number of return 4,386,097 434,379 431,680 547,714 1,153,420 955,514 863,388
49,837,939 2,130,598 2,399,931 3,508,897 7,625,400 9,324,432 24,848,679
Ordinary dividends:
Number of return 30,612,466 4,920,682 3,860,887 4,582,107 9,413,289 5,426,961 2,408,540
135,353,804 6,911,921 7,291,443 9,229,670 22,306,657 23,717,523 65,896,587
Qualified dividends:
Number of returns...........coccoeiiiiiircccece 24,544,754 3,809,990 2,906,452 3,583,225 7,477,784 4,575,742 2,191,560
AMOUNL........uiiiiiiiiiiiiiic e 102,348,349 3,735,855 4,099,473 5,849,171 14,890,047 17,504,713 56,269,093
State income tax refunds:
Number of return 23,700,194 685,358 1,808,665 4,501,828 10,640,395 4,852,829 1,211,118
AMOUNL. ...ttt 21,484,401 446,162 866,139 2,476,587 7,735,103 5,091,428 4,868,985
Alimony received:
Number of return 437,246 71,531 123,210 131,118 89,646 14,777 6,963
6,830,125 477,101 948,966 1,690,757 2,113,211 633,927 966,162
Business or profession net income:
Number of returns. ..o 15,011,873 4,530,537 2,749,591 2,277,314 3,355,912 1,479,462 619,053
AMOUNL.........uiiiiiiiiiiiiiee e 280,499,096 30,797,047 32,717,462 32,886,399 59,947,290 56,223,050 67,927,848
Business or profession net loss:
Number of return 5,201,188 977,510 877,992 1,030,907 1,557,626 568,343 188,809
41,915,266 12,627,949 6,181,613 6,235,633 8,090,799 4,338,205 4,441,065
Net capital gain reported on Schedule D:
Number of return 10,749,057 1,342,037 1,260,839 1,531,168 3,236,416 2,152,866 1,225,734
440,133,546 7,992,421 5,180,883 7,496,052 29,121,318 48,310,482 342,032,392
Capital gain distributions reported on Form 1040:
Number of return 2,902,280 551,212 363,382 448,043 957,356 472,545 109,744
1,961,513 332,160 208,073 225,730 674,636 366,935 153,978
Number of returns. ..o 11,493,985 2,208,031 1,273,841 1,646,593 3,265,873 2,067,067 1,032,579
AMOUNL. ... 25,454,976 4,993,660 2,792,443 3,485,037 6,878,576 4,663,875 2,641,386
Sales of property other than capital assets, net gain:
Number of return 827,819 109,814 113,263 115,765 218,822 134,186 135,971
9,311,122 948,399 653,455 800,897 1,816,871 1,693,670 3,397,829
Sales of property other than capital assets, net loss:
Number of return 848,226 124,257 93,121 91,596 212,494 149,099 177,661
Amount... 6,665,222 2,936,287 318,105 313,918 680,336 645,586 1,770,990
Taxable Individual Retirement Arrangement distributions
Number of returns. ..o 9,015,362 1,545,120 1,925,656 1,720,337 2,544,501 987,607 292,142
Amount............cviiinns 102,003,408 6,664,030 11,299,307 14,077,431 34,026,366 22,823,632 13,112,640
Taxable pensions and annuities:
Number of return 23,344,955 4,188,960 5,045,382 4,551,204 6,641,522 2,304,839 613,050

399,311,044 26,873,760 59,772,814 72,823,746 145,895,609 69,216,046 24,729,067
Rent and royalty net income:

Number of return 5,604,092 834,367 811,533 887,610 1,589,540 909,222 571,819
67,955,009 4,310,312 4,505,945 5,485,035 13,127,986 12,846,196 27,679,533
Rent and royalty net loss:

Number of returns. ..o 4,954,924 626,762 625,745 858,766 1,688,829 808,231 346,590
AMOUNL. ...t 42,898,818 6,351,201 4,056,866 6,411,720 12,952,536 6,852,429 6,274,067

Partnership and S corporation net income:
Number of return 4,391,303 329,532 401,445 501,432 1,172,993 994,748 991,152
355,465,300 3,167,281 4,046,640 7,177,599 22,632,779 40,657,283 277,783,717

Footnotes at end of table.
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Table 1.--Individual Income Tax Returns, Tax Year 2004 Preliminary Data: Selected Income and Tax
Items, by Size of Adjusted Gross Income--Continued

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

Size of adjusted gross income

$15,000 $30,000 $50,000 $100,000
Item All returns Under under under under under $200,000
$15,000 * $30,000 $50,000 $100,000 $200,000 or more
(1) 2) (3) “) (5) (6) 7)
Partnership and S corporation net loss:
Number of return 2,268,094 432,904 216,853 284,093 639,431 426,326 268,487
57,536,319 24,873,329 1,844,972 2,709,060 6,010,428 5,745,258 16,353,272
Estate and trust net income:
Number of return 478,444 61,036 47,133 73,840 129,769 96,988 69,678
Amount..........oiiiiiii 13,051,086 285,782 238,808 510,928 1,316,689 1,889,351 8,809,528
Estate and trust net loss:
Number of returns. ..o 31,176 5,773 3,687 2,001 4,792 7,026 7,895
AMOUNL. ...t 630,041 277,666 17,860 979 2,740 43,515 287,283
Farm net income:
Number of return 591,038 144,953 95,547 113,233 168,350 46,830 22,125
7,830,456 895,682 1,037,567 1,194,853 2,347,692 1,108,386 1,246,276
Farm net loss:
Number of return 1,414,985 281,814 233,112 290,264 412,453 140,275 57,069
19,894,553 5,445,942 2,279,286 2,925,060 4,388,021 2,152,436 2,703,807
Unemployment compensation:
Number of returns. ..o 9,154,275 2,140,110 2,526,483 1,877,284 2,113,901 434,012 62,487
AMOUNL. ...ttt 32,740,408 6,223,879 8,891,148 7,151,177 8,040,700 2,138,075 295,429
Taxable Social Security benefits:
Number of return 11,825,356 70,550 2,226,971 3,410,230 4,255,600 1,366,765 495,241
111,778,572 271,232 4,162,245 20,359,769 55,641,762 22,301,121 9,042,440
Total statutory adjustments:
Number of return 32,069,452 6,244,302 5,444,361 6,010,590 9,093,863 3,982,452 1,293,884
94,479,216 8,217,684 9,248,750 12,415,120 24,064,501 19,919,341 20,613,818
Educator expenses:
Number of return 3,437,540 129,757 279,364 736,714 1,566,484 645,999 79,226
Amount.. 865,467 30,647 64,161 175,007 403,145 173,275 19,234
Certain business expenses of reservists, performing
artists,and fee-basis government officials:
Number of return 100,047 20,538 17,255 14,291 29,415 16,177 2,367
243,988 40,752 43,399 76,155 44,790 32,351 6,543
Payments to an Individual Retirement Arrangement:
Number of returns...........ccccoeiiiiiiniicccce 3,379,417 199,136 586,781 857,773 1,122,613 488,922 124,193
AMOUNL. ...t 10,239,186 425,355 1,403,807 2,476,994 3,508,754 1,748,009 676,269
Student loan interest deduction:
Number of return 7,604,016 712,885 1,466,085 2,061,524 2,815,658 547,863 -
4,438,098 325,017 695,480 1,228,916 1,938,453 250,232 -
Tuition and fees deduction:
Number of return 4,738,193 891,667 565,051 613,908 1,483,651 1,183,916 -
10,677,851 2,282,676 1,145,319 1,285,860 3,154,913 2,809,082 -
Health savings account deduction:
Number of return 88,110 6,169 10,236 13,816 25,179 18,215 14,494
Amount.. 180,186 8,233 14,317 18,590 49,499 46,659 42,891
Medical savings account deduction:
Number of returns...........coccoeiiiiiiiiicccce 30,883 98 2,249 9,431 9,959 4,162 4,985
AMOUNL....ciiiiiiicici e 63,086 307 1,778 21,164 17,520 7,428 14,890
Moving expenses adjustment:
Number of return 1,086,965 97,975 200,533 273,838 332,235 145,553 36,829
2,922,985 175,234 438,351 561,929 857,726 644,393 245,352
Self-employment tax deduction:
Number of return 15,763,127 4,506,475 2,787,599 2,333,304 3,502,928 1,699,599 933,221
20,148,573 2,299,679 2,594,946 2,678,581 4,905,650 3,837,048 3,832,668
Self-employed health insurance deduction:
Number of returns...........ccocooviiiiiiiicccce 3,699,187 570,719 626,426 612,257 897,803 533,427 458,558
AMOUNL. ...t 17,270,521 1,841,003 2,282,697 2,451,294 4,036,573 3,068,673 3,590,278
Payments to a self-employed retirement (Keogh) plan:
Number of return 1,171,091 24,599 34,864 103,282 308,556 368,536 331,256
17,982,632 96,421 153,491 662,110 2,570,070 5,413,289 9,087,251
Penalty on early withdrawal of savings:
Number of return 792,543 174,303 133,772 140,507 236,679 83,519 23,765
216,830 33,979 38,219 44,028 43,179 32,983 24,441
Alimony paid:
Number of returns...........ccocooeiiiiiiiccccce 562,882 43,532 49,857 79,429 219,689 102,557 67,814
AMOUNL. ...t 8,131,749 580,446 266,215 546,225 2,288,895 1,683,273 2,766,697
Other adjustments:
Number of return 189,344 13,372 22,279 43,434 66,734 26,255 17,267
1,033,299 77,932 103,572 188,246 245,081 151,608 266,858

Footnotes at end of table.

15



16

Individual Income Tax Returns, Preliminary Data, 2004

Table 1.--Individual Income Tax Returns, Tax Year 2004 Preliminary Data: Selected Income and Tax
Items, by Size of Adjusted Gross Income--Continued

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

Size of adjusted gross income
$15,000 $30,000 $50,000 $100,000
Item All returns Under under under under under $200,000
$15,000 * $30,000 $50,000 $100,000 $200,000 or more
(1) 2) (3) “) (5) (6) 7)
Total deductions:
Number of return ...} 130,672,217 35,516,027 29,572,484 24,530,990 28,195,618 9,750,173 3,006,923
.11,536,262,023 213,307,438 232,590,148 241,847,351 419,044,034 239,313,654 190,159,397
Total standard deduction:
Number of return 84,384,089 33,515,257 24,715,896 15,363,348 9,632,827 963,683 193,077
564,559,557 186,543,102 168,494,190 113,655,337 84,935,200 9,158,208 1,773,522
Basic standard deduction:
Number of returns...........coccoiiiiniiiccccee 84,384,089 33,515,257 24,715,896 15,363,348 9,632,827 963,683 193,077
AMOUNL. ...ttt 548,505,579 180,879,713 163,838,115 110,997,845 82,441,604 8,674,414 1,673,889
Additional standard deduction:
Number of return 11,118,473 4,095,639 3,172,896 1,800,748 1,678,260 308,256 62,672
Amount 16,053,978 5,663,389 4,656,075 2,657,492 2,493,596 483,794 99,633
Total itemized deductions (after limitation):
Number of return 46,188,128 2,000,768 4,856,589 9,167,642 18,562,792 8,786,491 2,813,848
971,702,466 26,764,340 64,095,959 128,192,013 334,108,834 230,155,447 188,385,877
Itemized deductions in excess of limitation:
Number of returns...........ccocoeiiiiiiicicceee 5,719,877 - - - 90,580 2,815,642 2,813,654
AMOUNL. ...ttt 34,892,605 - -- - 35,038 2,058,389 32,799,178
Medical and dental expenses deduction:
Number of return 9,458,334 1,285,495 2,296,228 2,518,146 2,776,917 529,818 51,729
61,292,493 9,754,301 14,302,749 13,406,876 17,009,518 5,198,290 1,620,760
Taxes paid deduction:
Number of return 45,870,333 1,910,318 4,767,348 9,091,032 18,508,987 8,782,054 2,810,593
357,908,694 4,937,462 13,160,289 32,659,527 107,491,561 92,454,330 107,205,527
44,665,865 1,739,956 4,516,917 8,811,539 18,143,051 8,677,951 2,776,451
217,157,045 1,324,859 4,579,438 15,372,324 57,323,828 55,562,295 82,994,297
Interest paid deduction:
Number of return 37,961,584 1,156,968 3,294,611 7,221,214 16,182,514 7,738,803 2,367,476
345,937,522 8,012,671 21,956,587 50,063,716 134,481,655 84,733,237 46,689,659
Charitable contributions deduction:
Number of return 40,594,576 1,394,982 3,814,569 7,626,616 16,748,311 8,297,334 2,712,762
Amount 156,200,064 1,982,705 7,511,971 16,260,262 44,597,997 34,265,769 51,581,358
Taxable income:
NUumber of returnS. ... 102,915,892 12,056,299 25,809,304 24,215,444 28,090,999 9,739,992 3,003,854
AMOUNL. ... 4,649,039,200 37,394,426 260,465,183 560,715,860 |1,342,200,837 966,860,919 |1,481,401,976
Alternative minimum tax:
Number of return 3,132,706 7,451 3,086 16,778 246,036 1,120,381 1,738,973
Amount 12,062,016 51,815 6,360 21,522 345,272 2,076,189 9,560,861
Income tax before credits:
Number of return 102,922,519 12,049,914 25,807,680 24,216,357 28,099,528 9,743,908 3,005,132
Amount 881,808,770 3,759,175 30,272,443 73,660,674 200,435,700 181,207,061 392,473,717
Total tax credits: °
Number of returnS.............oiiiiiiiecc e 41,868,743 2,852,146 10,959,821 10,067,395 12,891,367 3,918,321 1,179,691
AMOUNL. ... 51,389,855 453,342 6,523,354 11,470,325 21,949,406 5,034,535 5,958,892
Child care credit:
Number of return 6,400,794 70,835 1,135,140 1,368,249 2,615,676 1,015,103 195,791
3,380,224 7,930 566,643 803,419 1,363,695 538,700 99,840
Credit for the elderly or disabled:
Number of return: 107,271 72,816 34,452 - - - -
18,292 14,340 3,952 - -- - -
Child tax credit:
Number of returns. ..o 26,070,095 369,221 5,944,533 6,929,023 10,246,061 2,580,035 1,224
AMOUNL. ...ttt 32,426,392 44,240 3,338,955 8,187,381 17,261,324 3,593,769 722
Education tax credits:
Number of return 7,253,234 641,088 1,970,286 1,986,654 2,606,261 48,945 -
6,076,920 210,644 1,420,578 1,807,230 2,630,920 7,550 -
Retirement savings contributions cred
Number of return 5,361,813 290,425 2,464,608 2,604,707 2,073 - -
1,026,889 66,735 525,951 433,994 209 -- --

Footnotes at end of table.
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Table 1.--Individual Income Tax Returns, Tax Year 2004 Preliminary Data: Selected Income and Tax
Items, by Size of Adjusted Gross Income--Continued

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

Size of adjusted gross income
$15,000 $30,000 $50,000 $100,000
Item All returns Under under under under under $200,000
$15,000 * $30,000 $50,000 $100,000 $200,000 or more
(1) 2) (3) 4) (5) (6) @)
Adoption credit:
Number of return 69,673 ** **1,018 8,864 43,772 15,645 375
AMOUNE. ...t 299,669 ** **445 14,419 180,519 102,133 2,153
Foreign tax credit:
Number of return 4,696,787 249,732 367,331 541,478 1,434,329 1,160,045 943,872
Amount.. 5,754,318 6,375 30,883 80,450 260,272 565,497 4,810,841
General business credit:
Number of retUms.........cooocuiiiiicccee 230,905 5,171 12,578 38,658 78,385 47,387 48,723
AMOUNE. ...t 507,705 1,389 6,643 29,382 110,216 56,791 303,285
Prior year minimum tax credit:
Number of return 262,159 1,004 3,694 13,207 50,068 89,798 104,388
AMOUNE. ...t 842,683 18 293 13,132 56,878 143,405 628,953
Self-employment tax:
Number of retUnS. ..o 15,763,127 4,506,475 2,787,599 2,333,304 3,502,928 1,699,599 933,221
Amount.............. 40,289,242 4,597,111 5,188,479 5,355,984 9,809,531 7,673,250 7,664,888
Total earned income credit (EIC):
Number of retUnS.........cccoiuiuiiiicc e 22,479,207 12,305,164 9,016,464 1,157,581 - -- -
Amount.............. 40,616,952 21,952,979 18,089,267 574,706 - -- -
EIC used to offset income tax before credits:
Number of return 2,988,349 1,233,368 1,557,118 197,862 - -- -
Amount........cooeiiiii 772,269 101,477 623,397 47,395 - - -
EIC used to offset other taxes:
Number of retUmS.........coooiuiiiiiicccce 4,680,510 3,028,196 1,456,512 195,801 - -- -
AMOUNT. ... 4,045,464 2,383,974 1,590,533 70,961 - -- -
Excess EIC, refundable portion:
Number of return 19,674,899 10,681,861 8,064,715 928,323 - -- -
AMOUNE. ...t 35,799,219 19,467,531 15,875,336 456,350 - -- -
Additional child tax credit:
Number of return 14,609,435 2,816,331 7,903,604 3,244,408 641,315 **3,779 **
Amount 14,523,694 1,318,901 8,217,727 4,204,137 780,023 **2,905 **
Total income tax:
Number of FetUMS.........cccoiuiuiiiiiiece e 89,206,556 10,308,997 17,941,450 20,798,885 27,414,450 9,738,337 3,004,437
Amount.............. 830,419,041 3,305,831 23,749,088 62,190,349 178,486,295 176,172,526 386,514,950
Total tax liability:
Number of FetUMNS..........ccoiuiiiiiiiiee e 92,817,241 12,641,627 18,652,696 21,217,533 27,556,736 9,743,505 3,005,145
AMOouNt.........ccoeeeeeenn.. 870,346,902 5,748,938 27,239,254 67,615,023 189,674,874 184,885,795 395,183,017

** Data combined to prevent disclosure of specific taxpayer information.

* Includes returns with adjusted gross deficit.

2 Includes TeleFile returns.

3Included in data for Forms 1040, 1040A, and 1040EZ.

“Not included in adjusted gross income.

5 State and local taxes are the total of both income taxes and general sales taxes.
SIncludes EIC used to offset income tax before credits, shown separately later in this table.
NOTE: Detail may not add to totals because of rounding.
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by Kyle Mudry and Michael Parisi

Year 2003, of which 88.9 million (or 68.2

percent) were classified as taxable returns.
A taxable return is a return with a presence of total
income tax greater than $0. This represents a
reduction of 2.2 percent in the number of taxable
returns from 2002. Adjusted gross income (AGI) on
these taxable returns rose 1.9 percent to $5,747
billion for 2003, while total income tax fell 6.1 per-
cent. This decrease in total income tax was
attributable to the tax cuts implemented in the pas-
sage of the Jobs and Growth Tax Relief
Reconciliation Act of 2003 (JGTRRA). For the third
year in a row, the average tax rate for taxable
returns fell, decreasing 1.1-percentage points to 13.0
percent for 2003. The country’s average tax rate
had not been 13.0 percent or below since 1972. Also
noteworthy is the large decline in total income tax of
23.7 percent from the peak of $981 billion for 2000 to
$748 billion for 2003.

Taxpayers with an AGI of at least $295,495, the
top 1 percent of taxpayers, accounted for 16.8 per-
cent of AGI, representing an increase in income
share of 0.7-percentage points from the previous
year. These taxpayers accounted for 34.3 percent of
the total income tax reported, an increase from 33.7
percent in 2002. The top 5 percent of taxpayers
accounted for 31.2 percent of AGI and 54.4 percent
of total income tax. To be included in the top 5
percent, a taxpayer must have reported an AGI of
$130,080, whereas, in 2002, the cutoff for this group
was $126,525.

This article discusses the individual income tax
rates and tax shares and the computation of total
income tax for 2003. To put this discussion into
perspective, the appendices to the article provide
explanations of selected terms used in the article and
describe the income tax structure, certain tax law
changes, income and tax concepts (the “1979 Income
Tax Concept,” “modified” taxable income, and mar-
ginal tax rates), the computation of “alternative mini-
mum taxable income,” and the data sources and
limitations.

T axpayers filed 130.4 million returns for Tax

Kyle Mudry and Michael Parisi are economists with the
Individual Returns Analysis Section. This article was
prepared under the direction of Jeff Hartzok, Chief-.

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 total income tax (see Appen-
dix A: Explanation of Selected Terms) 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 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 measurement of the
average and marginal tax rates in more detail, and
discuss the statistics based on these rates for 2003.

Average Tax Rates

Figure A presents statistics for 1986 through 2003 on
income (based on each year’s definition of AGI and
on the common 1979 Income Concept) and taxes
reported. (See Appendix D for an explanation of the
1979 Income Concept.) These tax years can be
partitioned into seven distinct periods:

(1) Tax Year 1986 was the last year 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 the Tax
Reform Act of 1986 (TRA86). For 1987, a 1-
year, transitional, five-rate tax bracket structure
was established with a partial phase-in of new
provisions that broadened the definition of AGI.
The maximum tax rate was 38.5 percent.

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

(4) Tax Years 1991 and 1992 brought a three-rate
tax bracket structure (with a maximum tax rate
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Adjusted Gross Income, Total Income Tax, Average Tax Rate, and Average Total Income Tax,
Tax Years 1986-2003

[Money amounts are in billions of dollars, except where indicated]

Taxable returns
Average per return (whole dollars) 3
Tax Total number | Number of Asa Adjusted Total Average Current dollars Constant dollars *

year of returns returns percentage of | gross income income tax rate Adjusted Total Adjusted Total
total returns ' | (less deficit) tax (percent) 28 gross income income gross income income

(less deficit) tax (less deficit) tax

(1) @) ®) () ®) (6) ) ®8) ©) (10)

Using each tax year's adjusted gross income
103,045,170 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 13.7 31,142 4,257 27,414 3,747
109,708,280 87,135,332 79.4 2,990 413 13.8 34,313 4,738 29,005 4,005
112,135,673 89,178,355 79.5 3,158 433 13.7 35,415 4,855 28,560 3,915
113,717,138 89,862,434 79.0 3,299 447 13.6 36,711 4,976 28,088 3,807
114,730,123 88,733,587 77.3 3,337 448 13.4 37,603 5,054 27,609 3,711
113,604,503 86,731,946 76.3 3,484 476 13.7 40,168 5,491 28,630 3,914
114,601,819 86,435,367 75.4 3,564 503 141 41,233 5,817 28,535 4,026
115,943,131 87,619,446 75.6 3,737 535 14.3 42,646 6,104 28,776 4,119
118,218,327 89,252,989 75.5 4,008 588 14.7 44,901 6,593 29,463 4,326
120,351,208 90,929,350 75.6 4,342 658 15.2 47,750 7,239 30,433 4,614
122,421,991 93,471,200 76.4 4,765 731 15.3 50,980 7,824 31,763 4,875
124,770,662 93,047,898 74.6 5,160 789 15.3 55,458 8,475 33,836 5,171
127,075,145 94,546,080 74.4 5,581 877 15.7 59,028 9,280 35,431 5,570
129,373,500 96,817,603 74.8 6,083 981 16.1 62,832 10,129 36,488 5,882
130,255,237 94,763,530 72.8 5,847 888 15.2 61,702 9,370 34,840 5,291
130,076,443 90,963,896 69.9 5,641 797 141 62,015 8,762 34,472 4,870
130,423,626 88,921,904 68.2 5,747 748 13.0 64,625 8,412 35,122 4,572
Using 1979 Income Concept5

103,045,170 83,967,413 81.5 2,703 367 13.6 32,194 4,374 29,374 3,991
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 3,011 413 13.7 34,556 4,738 29,210 4,005
112,135,673 89,178,355 79.5 3,188 433 13.6 35,752 4,855 28,832 3,915
113,717,138 89,862,434 79.0 3,335 447 13.4 37,108 4,976 28,392 3,807
114,730,123 88,733,587 77.3 3,387 448 13.2 38,169 5,054 28,024 3,711
113,604,503 86,731,946 76.3 3,553 476 13.4 40,964 5,491 29,198 3,914
114,601,819 86,435,367 75.4 3,625 503 13.9 41,938 5,817 29,023 4,026
115,943,131 87,619,446 75.6 3,796 535 141 43,322 6,104 29,232 4,119
118,218,327 89,252,989 75.5 4,075 588 14.4 45,655 6,593 29,957 4,326
120,351,208 90,929,350 75.6 4,418 658 14.9 48,582 7,239 30,964 4,614
122,421,991 93,471,200 76.4 4,849 731 15.1 51,875 7,824 32,321 4,875
124,770,662 93,047,898 74.6 5,299 789 14.9 56,947 8,475 34,745 5,171
127,075,145 94,546,080 74.4 5,736 877 15.3 60,666 9,280 36,414 5,570
129,373,500 96,817,603 74.8 6,294 981 15.6 65,012 10,129 37,754 5,882
130,255,237 94,763,530 72.8 5,943 888 14.9 62,716 9,370 35,413 5,291
130,076,443 90,963,896 69.9 5,758 797 13.8 63,297 8,762 35,184 4,870
130,423,626 88,921,904 68.2 5,849 748 12.8 65,777 8,412 35,749 4,572

* Number of taxable returns (column 2) divided by total number of returns (column 1).
2 Average tax rate is "total income tax" (column 5) divided by adjusted gross income less deficit (AGI) (column 4).

of Income--Individual Income Tax Returns, for 1986-2003. See Figure G for components of the 1979 Income Concept.

* The average adjusted gross income (less deficit), average total income tax and average tax rate were calculated from unrounded data.

4 Constant dollars were calculated using the U.S. Bureau of Labor Statistics' consumer price index for urban consumers (CPI-U, 1982-84=100). For 2003, the CPI-U = 184.0.
5These statistics are based on adjusted gross income less deficit (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 information, see Statistics
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of 31 percent), a limitation on some itemized
deductions, and a phaseout of personal exemp-
tions for some upper income taxpayers.

(5) Tax Years 1993 through 1996 had a five-rate
tax bracket structure (with a maximum statutory
tax rate of 39.6 percent), a limitation on some
itemized deductions, and a phaseout of personal
exemptions for some upper income taxpayers.

(6) Tax Years 1997 through 2000 were subject to
the Taxpayer Relief Act of 1997 which added
three new capital gain tax rates to the previous
rate structure to form a new eight-rate tax
bracket structure (with a maximum statutory tax
rate of 39.6 percent). See Appendix C for a
more detailed description of the capital gain rates.

(7) Tax Years 2001 through 2003 were affected by
two new laws, the Economic Growth and Tax
Relief Reconciliation Act of 2001 (EGTRRA)
and the Jobs and Growth Tax Relief Reconcilia-
tion Act of 2003 (JGTRRA). EGTRRA in-
cluded a new 10-percent tax rate bracket, as
well as reductions in tax rates for brackets
higher than 15 percent of one-half percentage
point for 2001 and one percentage point for
2002. It also included increases in the child tax
credit and an increase in alternative minimum
tax exemptions. TY 2003, under JGTRRA, saw
additional rate reductions in ordinary marginal
tax rates higher than the 15-percent rate, as well
as expansions to particular income thresholds in
the rates from 15 percent and below. Also, the
rate for most long-term capital gains was
reduced from 20 percent to 15 percent. Further,
qualified dividends were taxed at this same 15-
percent rate. These changes are detailed in
Appendix C (under Tax Rate Reduction).

About 88.9 million, or 68.2 percent, of the 130.4
million individual returns filed for 2003 were classified
as taxable returns. This was a 2.2-percent reduction
in the number of taxable returns from 2002. Total
AGI reported on taxable returns increased 1.9 per-
cent to $5,747 billion. (Total income on taxable
returns rose using the 1979 Income Concept as well,
increasing 1.6 percent to $5,849 billion for 2003.)

Total income tax fell for the third consecutive year,
declining by almost $49 billion (6.1 percent) to $748
billion for 2003. Average AGI for taxable returns
rose to $64,625 for 2003, a 4.2-percent increase from
2002, but average income tax fell for 2003 by 4.0
percent to $8,412. This decrease in total income tax
and average income tax in contrast with an increas-
ing AGI suggests that the lower tax generated was
largely attributable to the 2003 tax rate cuts imple-
mented in JGTRRA, cited above and explained in more
detail in Appendix C (under Tax Rate Reduction).

In order to analyze the average tax rate over
time, it is necessary to use an alternative measure to
AGI because some tax law changes result in the
definition of AGI changing from year to year. The
1979 Income Concept controls for much of this
variation in tax law, and its use provides a more
consistent estimate of the average tax rate across
years. Under the 1979 Concept, the average tax
rate for 2003 fell to 12.8 percent from 13.8 for the
previous year. The 1.0-percentage point decline
represented the third straight year (as with AGI) in
which the average tax rate declined. The average
tax rate under this concept had not been less than
14 percent since 1993, the year the Omnibus Recon-
ciliation Act of 1993 (OBRA93) passed, which
created new 36-percent and 39.6 percent tax rate
brackets. The 12.8-percent average tax rate for
2003 was the lowest ever since use of the 1979
income concept began.

As shown in Figure B, the average tax rate on
all taxable returns as a percentage of AGI was 13.0
percent for 2003. The average tax rate for the AGI-
size classes ranged from 2.5 percent for the “$1
under $10,000” AGI-size class to 25.0 percent for the
“$500,000 under $1,000,000” AGI-size class. This
latter rate was higher than the 24.8-percent average
paid by those taxpayers in the “$1,000,000 or more”
class. This was partially due to taxpayers in the
$1,000,000 or more class receiving nearly double the
percentage of AGI in the form of capital gains and
qualified dividends facing preferential tax rates as
those in the $500,000 under $1,000,000 AGI-size
class. Taxpayers in the $1,000,000 or more class
received 32.0 percent of their AGI's through these
capital gains and qualified dividends compared to 15.4
percent for the $500,000 under $1,000,000 AGI-size
class. The average tax rate in every AGl-size class




Individual Income Tax Rates and Shares, 2003

Figure B

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

Adjusted Gross Income, Tax Years 2002 and 2003

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

Size of adjusted gross income
Tax year, $1 $10,000 | $20,000 | $30,000 | $50,000 | $100,000 | $200,000 | $500,000 |$1,000,000
item Total Under under under under under under under under under or
$1° $10,000 | $20,000 | $30,000 | $50,000 | $100,000 | $200,000 | $500,000 {|$1,000,000 more
W @ ®) “) ®) ©) @ ® © (19 an
Tax Year 2003:
Number of taxable returns................. 88,922 5 4,952 12,347 12,187 21,524 26,511 8,862 1,997 356 181
Adjusted gross income
(less deficit)......ccoovriveniiiniciien] 5,746,569 | -5,095 | 34,490 | 186,019 | 304,724 | 846,122 |1,861,718 |1,167,989 | 575,673 240,944 533,985
Total income taX.......coecencinicinnennn 748,017 79 853 8,155 19,310 64,373 | 178,509 163,342 120,712 60,181 132,503
Average tax rate (percent) 2................ 13.0 (®) 25 4.4 6.3 7.6 9.6 14.0 21.0 25.0 248
Tax Year 2002:
Number of taxable returns................. 90,964 5 5,316 13,089 12,877 22,482 26,377 8,408 1,906 336 169
Adjusted gross income
(less deficit)......ccooerireniiiniiien 5,641,128 | -1,130 | 36,492 | 198,171 | 321,667 | 883,965 |1,844,319 ]1,107,803 | 548,162 226,745 474,933
Total income tax........... 796,986 124 915 9,178 21,403 70,769 | 195,475 175,141 124,765 63,371 135,845
Average tax rate (percent) 2................ 141 (®) 25 4.6 6.7 8.0 10.6 15.8 22.8 27.9 28.6
Change in:
Number of taxable returns..................J -2,042 (Z) -364 -742 -690 -957 134 454 91 19 12
Percent -2.2 -4.5 -6.8 -5.7 -5.4 -4.3 0.5 54 4.8 5.8 7.3
Adjusted gross income (less deficit)...] 105,441 -3,965 -2,002 | -12,152 | -16,943 | -37,844 17,399 60,186 27,512 14,198 59,052
Percent........cccovveeniiiiieiieece e 1.9 350.9 -5.5 -6.1 -5.3 -4.3 0.9 54 5.0 6.3 124
Total income taX.......coocenevnnecenncnn -48,969 -46 -62 -1,023 -2,093 -6,396 -16,966 -11,798 -4,053 -3,190 -3,342
Percent -6.1 -36.8 -6.8 -11.1 -9.8 -9.0 -8.7 -6.7 -3.2 -5.0 -25
Average tax rate:
Percentage point change............... -1.1 (% - -0.2 -0.4 -0.4 -1.0 -1.8 -1.8 -2.9 -3.8

* Includes returns with adjusted gross deficit. Tax in these returns represents some combination of alternative minimum tax, Form 4972 tax on lump-sum distributions from qualified
retirement plans, and Form 8814 tax on a child's interest and dividends not reflected in adjusted gross income or taxable income.

2 Average tax rate is "total income tax" as a percentage of adjusted gross income less deficit (AGIl). The average tax rate was calculated from unrounded data.

3 Percentage not computed.

* Increase not computed.

( Z)--Less than 500.

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

fell for 2003, except for the $1 under $10,000 class
which stayed the same. For taxpayers in the highest
AGI category, $1,000,000 or more, the average tax
rate decreased 3.8 percent (from 28.6 percent to
24 .8 percent) for 2003. Similarly, in the $500,000
under $1,000,000 income class, the average tax rate
declined by 2.9 percentage points (from 27.9 percent
to 25.0 percent). A significant portion of these AGI
classes' average tax rate decreases was attributable
to the 3.6- percentage point decrease in the highest
ordinary marginal tax rate, from 38.6 percent to 35
percent under JGTRRA. Also, the capital gain tax
rate of 20 percent was lowered to 15 percent, and

the tax rates on qualified dividend tax were changed
from ordinary tax rates to a maximum of 15 percent.
The average tax rate of 13.0 percent for 2003 for
all income classes combined was a decrease of 1.1
percentage points from 14.1 percent for 2002. This
reduction was an effect of the implementation of
ordinary tax rate reductions under JGTRRA, the
reduction in the rates for long-term capital gains sold
after May 5, and all qualified dividends being taxed at
lower rates as well. For 2001 and 2002, many of the
higher income tax returns had shifted to lower in-
come brackets partially due to the reductions in
realized capital gain (less loss). This trend began to
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reverse for 2003, showing a return to increasing marginal tax rate bracket into which a return is
numbers of high-income filers (though levels were assumed to fall. Table 2 contains additional data
still well below those 0f 2000). Specifically, the based on ordinary tax rates and presents statistics on
number of taxpayers in the top four AGI-size classes the income and tax generated at each ordinary tax
rose: by 7.3 percent for the “$1,000,000 or more” rate by size of AGL.
AGlI-size class; by 5.8 percent for the “$500,000 For 2003, the number of individual returns with
under $1,000,000” AGI-size class; by 4.8 percent for modified taxable income fell 0.9 percent to 101.4
the “$200,000 under $500,000” AGI-size class; and million. Despite this decrease, the amount of modi-
by 5.4 percent for the “$100,000 under $200,000” fied taxable income reported on these returns in-
AGlI-size class. creased 2.5 percent to $4,206.6 billion [3]. Asa
result of the tax cuts implemented under JGTRRA
Marginal Tax Rate Classifications for 2003, the tax generated on taxable returns fell by
A return’s marginal tax rate is the highest statutory 6.0 percent to $780.3 billion even though the modified
tax rate bracket applicable to that tax return. Mar- taxable income increased. Figure C presents the
ginal tax rate statistics are presented in Figure C and amounts and percentages of modified taxable income
Table 1. These statistics are based on individual and income tax generated (before reduction by tax
income tax returns showing a positive taxable income credits, including the earned income credit) by the
amount based on “tax generated” and items of marginal tax rate categories (defined in Appendix D).
income that were subject to the regular income tax, The ordinary tax rate categories for 2003 were
generally those included in AGI [2]. Appendix D notably different than those for 2002 due to changes
explains the details of the determination of the in statutory tax rates resulting from JGTRRA. For

Returns with Modified Taxable Income: Tax Generated at All Rates on Returns with the Indicated
Marginal Tax Rate, Tax Year 2003

[Money amounts are in thousands of dollars]

Marginal tax Number of returns Modified taxable income Tax generated
rate classes Number Percent of total Amount Percent of total Amount Percent of total
() 2 ®) “4) ®) 6)
Total 101,386,201 100.0 4,206,592,864 100.0 780,309,227 100.0
B PEICENL.....cviiiiieieeeciiee et 678,141 0.7 4,130,293 0.1 208,010 (")
8 percent 68,473 0.1 720,891 (") 47,862 (")
10 percent 23,243,875 22.9 106,142,753 2.5 10,615,439 1.4
10 percent (capital gains).... 2,583,832 2.5 19,866,025 0.5 1,689,343 0.2
10 percent (Form 8814) 2.... 13,826 (") 8,681 (") 870 (")
15 percent 40,997,696 40.4 1,000,557,078 23.8 128,796,537 16.5
15 percent (capital gains) 3 6,474,523 6.4 259,768,302 6.2 33,235,065 4.3
20 percent 430,386 0.4 67,771,415 1.6 10,720,608 1.4
25 percent 15,578,547 15.4 887,311,030 211 148,923,302 19.1
25 percent (capital gains).... 5,751,843 5.7 436,467,662 10.4 74,792,138 9.6
28 percent 1,756,615 1.7 196,015,310 4.7 41,655,938 5.3
28 percent (capital gains).... 1,678,502 1.7 233,408,084 5.5 48,461,009 6.2
33 percent 1,277,577 1.3 305,591,419 7.3 74,561,983 9.6
35 percent 752,028 0.7 687,885,619 16.4 206,409,506 26.5
Form 86154.... 100,337 0.1 948,301 (") 191,617 (")

* Less than 0.05 percent.
2 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
between $750 and $7,500) on the parents' income tax return. This rate classification is comprised of those returns with a tax liability only from the dependent's income.
* The 15-percent capital gain rate also includes qualified dividends.
¢ Form 8615 was filed for a child under age 14 to report the child's investment income in excess of $1,500. The returns in this rate classification are not distributed by tax rate.

NOTE: Detail may not add to totals because of rounding.
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the third year in a row, the 2003 tax rates for the four
highest ordinary income brackets were each reduced.
These reductions are explained in Appendix C (under
Tax Rate Reduction).

The “15-percent” (ordinary income) marginal tax
rate bracket contained the largest share of returns for
2003, at 40.4 percent of returns with modified taxable
income. These returns reported 23.8 percent of
modified taxable income for 2003 and 16.5 percent of
income tax generated. While representing only 0.7
percent of returns, taxpayers in the “35-percent”
marginal rate bracket reported 16.4 percent of the
modified taxable income and 26.5 percent of the tax
(the largest of any tax bracket). The 15.4 percent of
returns in the “25-percent” (ordinary income) mar-
ginal rate bracket (the second largest group) reported
21.1 percent of the modified taxable income and 19.1
percent of income tax generated. Returns in the “28-
percent” (ordinary income) marginal rate bracket
reported 4.7 percent of the modified taxable income
and 5.3 percent of the tax. Returns in the “33-per-
cent” marginal rate bracket reported showed 7.3
percent of the modified taxable income and 9.6
percent of the tax generated. Return in the capital
gains and dividends tax brackets (10 percent, 15
percent, 25 percent, and 28 percent) reported a total
of 22.6 percent of modified taxable income and 20.3
percent of the tax.

As shown in Table 2, more tax was generated
for 2003 at the 15-percent rate than at any other rate.
The 37.7 percent of income taxed at this rate was
reported by 73.4 percent of returns with modified
taxable income, producing 30.4 percent of tax gener-
ated. The 25-percent rate generated the next largest
amount of income tax liability. Tax in that bracket
was reported on 26.4 percent of returns, and 15.2
percent of modified taxable income was taxed at this
rate, to generate 20.5 percent of tax generated. Only
0.7 percent of returns with taxable income were
taxed at the 35-percent rate. However, 8.7 percent
of all income was taxed at this rate, generating 16.5
percent of the tax generated.

Components of Total Income Tax

Regular Tax

Regular tax is generally tax determined from a
taxpayer’s taxable income based on statutory tax
rates less any applicable tax credits. It does not

include the “alternative minimum tax” (AMT).
Figure D illustrates the derivation of aggregate tax
generated for 2003 returns with modified taxable
income. 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 D and column 5 of Table 1),
the tax generated by applying statutory ordinary
income and capital gains tax rates to modified taxable
income was $780.3 billion, a 6.0-percent decrease
from 2002 [4]. For most taxpayers, tax generated
was equal to income tax before credits. However,
for some taxpayers, income tax before credits in-
cluded the alternative minimum tax (AMT) and/or
special taxes on lump-sum distributions from qualified
retirement plans (when a 10-year averaging method

Derivation of Tax Year 2003 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.........] 780.3
PLUS:
Tax on lump-sum distributions from qualified
retirement Plans.... ...t 0.2
Alternative minimum taX..........ccccoiiiiiiiiiii s 9.5
EQUALS:
Income tax before credits 790.0
LESS: Taxcredits, total *...........ccueeiiiecie e 42.0
Child-care credit..........coociiiiiirieiece e 32
Child tax credit ™..........ccoiveiiee e 22.8
Education credit............cccoooiiiii 5.8
Foreign tax credit 5.8
General business credit............cov e 0.6
Earned income credit (limited to the amount
needed to reduce total income tax to zero)............ccceeceenenee 0.9
Credit for prior-year minimum taX............cocceeeenrcinerenecnereennns 0.9
Retirement savings contribution credit..................cccooo 1.0
Other Credits 2..........oviciee e e 0.9
EQUALS:
Income tax after credits 748.0
PLUS: Trusts accumulation distribution.............cccooeoiniiincinncnnnn, 0.01
EQUALS:
Total income tax 748.0

' Does not include the additional child tax credit that for 2003 was $9.11 billion which
were refunded to taxpayers and not included in total income tax.

2 Includes the elderly or disabled credit, empowerment zone and community renewal
employment credit, mortgage interest credit, New York liberty zone credit, adoption credit,
DC first time home buyer's credit, rate reduction credit, nonconventional source fuel
credit, and other credits.

NOTE: Detail may not add to totals because of rounding.
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was used) [5]. The AMT increased sharply by 38.2
percent to $9.5 billion for 2003. Income tax before
credits was $790.0 billion for 2003, down from $836.8
billion, representing a 5.6-percent decrease from
2002. Taxpayers used $42.0 billion of tax credits to
reduce their income tax before credits. The earned
income credit (EIC) is included in this computation to
the extent that its application did not reduce income
tax before credits below zero. Any portion of the
EIC that is refundable to the taxpayer because it
exceeds the taxpayer’s liability and any portion of the
EIC used to reduce taxes other than income taxes
are excluded from the computation of income tax
after credits [6]. Income tax after credits (Figure D)
totaled $748.0 billion as did total income tax (the sum
of income tax after credits and tax on trust accumu-
lation distributions). These taxes both represented a
6.1-percent decline from 2002.

Table 4 provides estimates of income tax before
credits by the type of tax computation for returns
with modified taxable income. For 2003, the number
of returns with the Schedule D and qualified divi-
dends tax computation increased almost 170 percent
from 6.7 million to 18.1 million. This caused a large
increase in the income tax before credits and tax
generated at these lower rates. TY 2003 saw a
decrease of 12.9 million returns that calculated taxes
with a regular tax computation only. The cause of
this decline was due to a majority of these returns
moving from the regular tax computation into the
Schedule D and qualified dividends tax computation.
For 2003, the number of returns filed by children
under age 14 with Form 8615 for reporting invest-
ment income over $1,500 decreased 20.8 percent to a
little over 100,000. Using Form 8615 to compute
their tax (as if their incomes were treated as the
marginal incomes of their parents or guardians), these
children generated just over $191.6 million (column 7)
of tax revenue which is $30.5 million (column &)
more than the $161.1 million (column 6) of tax that
would have been generated using ordinary tax com-
putations.

The income tax before credits increased from
$186.5billion to $426.1 billion. This computation also
generated $387.7 billion in tax as compared to $161.2
billion for 2002. The reason for this large shift was
that, for 2003, the Schedule D computation now
included qualified dividends, which, as noted above,
relocated many of the 12.8 million returns previously

listed under the regular tax only computation into the
returns with Schedule D and qualified dividends tax
computation. Both ordinary and qualified dividends
are detailed in Appendix A (under Dividends). If
long-term capital gains had been taxed the same as
ordinary income, the amount of income tax before
credits (regular tax computation) for these same
taxpayers would have been $426.1 billion (column 6).
Thus, use of the Schedule D tax computation resulted
in $38.4 billion (column 8) less tax for 2003, a rise
from the $25.3-billion reduction for 2002 (column 4)
when 6.7 million taxpayers received some benefit
from lower capital gain taxes (column 1). However,
the average tax savings for those who had these
capital gains fell from $3,770 per return for 2002 to
$2,117 for2003.

Alternative Minimum Tax
The Revenue Act of 1978 established the alternative
minimum tax to ensure that a minimum amount of
income tax was paid by taxpayers who might other-
wise be able to legally reduce, or totally eliminate,
their tax burdens. The AMT provisions may recap-
ture some of the tax reductions under the ordinary
income tax. Form 6251, Alternative Minimum Tax--
Individuals, is used to calculate AMT. (See
Appendix E for an explanation of the computation of
income for AMT purposes.)

Figure E presents statistics, by size of AGI, on
the AMT reported by taxpayers filing Form 6251
with their returns. Some taxpayers include Form
6251 even though their tax liability is not increased
due to the AMT. The tabulations in Figure E include
such forms. For 2003, AMT liability rose 38.2 per-
cent to $9.5 billion from $6.9 billion in 2002. This rise
in AMT coincided with a large increase in the num-
ber of returns that were subject to paying the AMT.
The number of returns subject to paying the AMT
increased 23.4 percent from 2002 to 2.4 million
returns for 2003, and the Alternative Minimum Taxable
Income (AMT]I) increased 31.3 percent from 2002.

Figure F shows the number of taxpayers with
AMT liability and the amount of that liability for each
of the years 1986 through 2003. Much of the varia-
tion in the number of taxpayers affected by the AMT
and in the amount of AMT liability during the mid-to-
late 1980’s and early 1990’s was attributable to tax
law changes such as TRA86, RRA90 (Revenue
Reconciliation Act of 1990), and OBRA93, which




Tax Years 2002 and 2003

[Money amounts are in thousands of dollars]
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Returns with Alternative Minimum Tax Computation Reported on Form 6251: Total Adjustments and
Preferences, and Alternative Minimum Taxable Income and Tax, by Size of Adjusted Gross Income,

Total adjustments and preferences * Alternative minimum taxable income Alternative minimum tax
Size of adjusted gross income Number of returns Amount Number of returns Amount Number of returns Amount
() 2) ®) “4) ®) (6)
Tax Year 2003
All returns 5,274,864 107,538,541 5,943,102 1,119,412,865 2,357,975 9,469,803
Under $1 2 90,575 1,255,423 129,582 -10,762,709 5,427 81,262
$1 under $10,000...... 130,628 294,876 294,704 752,929 3,344 5,776
$10,000 under $20,000.... 164,493 441,193 254,340 2,706,268 2,591 6,294
$20,000 under $30,000.... 149,183 654,972 218,232 4,293,145 3,850 21,683
$30,000 under $40,000.... 156,007 657,114 197,269 5,127,098 5,090 2,118
$40,000 under $50,000.... 240,072 1,578,559 292,648 11,449,018 12,453 16,980
$50,000 under $75,000.... 579,162 4,497,946 658,634 35,896,638 85,664 86,149
$75,000 under $100,000 548,099 5,832,543 605,893 46,371,534 109,977 185,177
$100,000 under $200,000.... 1,547,971 27,412,096 1,589,305 206,360,452 844,104 1,875,212
$200,000 under $500,000 1,371,834 35,270,913 1,397,829 373,453,249 1,148,987 4,700,750
$500,000 under $1,000,000.... 192,637 9,199,893 198,104 121,310,271 103,434 1,165,529
$1,000,000 OF MOTE....c.cvemeaerriinieeaeeennenes 104,204 20,443,011 106,562 322,454,972 33,056 1,322,875
Tax Year 2002

All returns 4,351,676 92,817,141 4,915,873 852,499,465 1,910,789 6,853,901
Under $1 2. 89,661 1,139,356 105,639 -12,845,896 4,681 126,779
$1 under $10,000 96,393 282,949 224,201 427,960 3,343 2,088
$10,000 under $20,000.... 127,818 355,733 200,091 1,964,179 2,886 3,385
$20,000 under $30,000.... 116,233 546,831 193,305 4,141,410 4,478 9,093
$30,000 under $40,000.... 156,417 903,125 208,941 6,106,526 16,117 23,210
$40,000 under $50,000.... 167,426 1,330,419 199,004 7,632,853 33,881 34,067
$50,000 under $75,000. 552,458 5,593,137 643,985 35,315,779 188,847 253,778
$75,000 under $100,000.. 598,657 8,064,548 631,321 48,810,310 284,050 365,363
$100,000 under $200,000 1,360,074 23,872,135 1,392,342 174,922,118 759,476 1,665,869
$200,000 under $500,000.... 858,729 24,226,709 882,647 232,989,048 546,501 2,564,164
$500,000 under $1,000,000.... 140,940 7,976,686 145,547 90,777,648 46,304 742,837
$1,000,000 or more 86,871 18,525,516 88,851 262,257,528 20,224 1,063,267

2 Includes returns with adjusted gross deficit.

NOTE: Detail may not add to totals because

of rounding.

altered the AMT. Since then, the impact of the
AMT has increased partially because the AMT
exemptions have not been automatically indexed
annually for the effects of inflation whereas various
parameters of the ordinary income tax (such as tax
brackets, exemptions, etc.) have been indexed annu-
ally for inflation. For both 2001 (under EGTRRA)
and 2003 (under JGTRRA), AMT exemptions were
increased, while ordinary tax rates declined. The net
result of these changes was that, for 2003, AMT
levels rose to $9.5 billion, close to the all-time high
paid by individual taxpayers of $9.6 billion for 2000.

* See Figures I-1and I-2 for the calculation of alternative minimum taxable income and the list of alternative minimum tax adjustments and preferences.

(The 2003 AMT exemptions are detailed in Appendix

C, under Alternative Minimum Tax.)

Income and Tax Shares

Historical statistics from 1986 through 2003 on
income and tax by cumulative percentiles (based on
numbers of returns) are presented in Tables 5
through 8. Distributions of AGI, as defined for each
year and tax or income item, by descending and
ascending cumulative percentiles of returns, are
presented in Tables 5 and 6. These tables can be

used to make comparisons across cumulative percen-
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Alternative Minimum Tax, Tax Years 1986-2003

[Tax rates are in percentages--money amounts are in thousands of dollars]

Highest
statutory Alternative minimum tax
Tax alternative
year minimum Number
tax of Amount
rate returns
() 2) (©)]
20 608,907 6,713,149
21 139,779 1,674,898
21 113,562 1,027,884
21 117,483 831,012
21 132,103 830,313
24 243,672 1,213,426
24 287,183 1,357,063
28 334,615 2,052,790
28 368,964 2,212,094
28 414,106 2,290,576
28 477,898 2,812,746
28" 618,072 4,005,101
28" 853,433 5,014,549
28" 1,018,063 6,477,697
28" 1,304,197 9,600,840
28" 1,120,047 6,756,705
28" 1,910,789 6,853,901
28" 2,357,975 9,469,803

* Top rate on most long-term capital gains was 20 percent. For 2003, it was
15 percent.

tile classes within each year, among years within the
ERTAS] period (i.e., Tax Years 1982 through 1986),
and among years within the post-TRA86 period (i.e.,
Tax Years 1987 through 2003). Since TRA86
redefined AGI, Tables 5 and 6 are not as useful for
comparisons between pre- and post-TRA86 years.
Thus, Tables 7 and 8, which are based on a consis-
tent definition of income (i.e., the 1979 Income
Concept), are included to facilitate such comparisons.

Tables 5 and 7 are based on percentiles of re-
turns cumulated downward from the highest income
returns. The data in Tables 5 and 7 are shown for
the top 1 percent, 5 percent, 10 percent, 25 percent,
and 50 percent of returns. Tables 6 and 8 are based
on returns cumulated upward from the lowest income
returns. Data are shown for the bottom 50 percent,
75 percent, 90 percent, 95 percent, and 99 percent of
all returns.

Consider, for example, the data in Table 5 for the
128.6 million returns filed for 2003 with positive AGI
[7]. The average tax rate for these returns was 11.9
percent, a 1.1-percentage point decrease from 2002.

_ (A sizable portion of returns with positive AGI are

nontaxable, accounting for the difference in the
computation of this particular average tax rate versus
the 13.0-percent average tax rate for taxable returns
only--Figure A.) This was the third year in a row
that the average tax rate has fallen. The average tax
rate on the 1, 5, 10, 25, and 50 percentiles all de-
creased from 2002. The 1, 5, 10, 25, and 50 percen-
tiles all also recorded a larger share of the income tax
burden than their respective shares of AGI. For
2003, the returns in the top 1-percentile reported 16.8
percent of total AGI and 34.3 percent of income tax.
The amount of AGI needed for inclusion in this
percentile group (i.e., the AGI floor) was $295,495.
For 2002, the returns in this percentile group (i.e., those
with at least $285,424 in AGI) reported 16.1 percent
of total AGI and 33.7 percent of total income tax.

For 2003, the returns in the top 5-percentile group
(returns reporting AGI of $130,080 or more) reported
31.2 percent of total AGI and 54.4 percent of income
tax, compared to 30.6 percent and 53.8 percent,
respectively, for 2002 (when the AGI floor was
$126,525). For 2003, returns in the top 10-percentile
group (returns with AGI of at least $94,891) earned
42 .4 percent of AGI and paid 65.8 percent of income
tax. For 2002, the returns in this percentile group
(with AGI of $92,663 or more) reported 41.8 percent
of total AGI and 65.7 percent of income tax. The top
50-percentile group (earning $29,019 or more) ac-
counted for 86.0 percent of income and paid almost
all (96.5 percent) of the income tax for 2003.

The statistics by percentile in Tables 5 and 6 for
years prior to 1991 and in 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
[8]. For 1991 and later years, the statistics by percen-
tiles in Tables 5 and 6, and Tables 7 and 8 for 1994
through 2003 were computed based on an actual rank-
ing of the returns in the statistical sample that served as
the basis for Individual Statistics of Income esti-
mates. 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.

Appendix A: Explanation of Selected Terms
This appendix provides brief explanations of the
major tax concepts discussed. For more extensive
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definitions, see Individual Income Tax Returns 2003,
Statistics of Income Division, Internal Revenue
Service, Publication 1304.

Adjusted Gross Income.--Adjusted gross in-
come is “total income,” as defined by the tax code,
less “statutory adjustments” (primarily business,
investment, or certain other deductions, such as
payments to a Keogh self-employed retirement plan,
certain deductible contributions to an Individual Re-
tirement Arrangement (IRA), self-employed health
insurance deductions, and one-half of Social Security
taxes for the self-employed). Total income includes,
for example, salaries and wages, taxable interest,
dividends, alimony, and net amounts from such
sources as business income, rents and royalties, and
sales of capital assets.

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

Dividends.--Ordinary dividend income consisted
of distributions of money, stock, or other property
received by taxpayers from domestic and foreign
corporations, either directly or passed through es-
tates, trusts, partnerships, or regulated investment
companies. Ordinary dividends also included distribu-
tions from money market mutual funds.

Ordinary dividends did not include nontaxable
distributions of stock or stock rights, returns of capi-
tal, capital gains, or liquidation distributions. Taxpay-
ers were also instructed to exclude amounts paid on
deposits or withdrawable accounts in banks, mutual
savings banks, cooperative banks, savings and loan
associations, and credit unions, which were treated as
interest income.

Qualified dividends are the ordinary dividends
received in tax years beginning after 2002 that met
certain conditions. These conditions include: the
dividend must have been paid by a U.S. corporation
or a “qualified” foreign corporation; the stock owner-
ship must have met certain holding period require-
ments; the dividends were not from certain institu-
tions, such as mutual savings banks, cooperative
banks, credit unions, tax-exempt organizations, or
farmer cooperatives; and the dividends were not for
any share of stock which was part of an employee

stock ownership plan (ESOP). The maximum tax
rate for qualified dividends was 15 percent generally
(or 5 percent for amounts that would otherwise have
been taxed at the 10-percent or 15-percent regular
income rate).

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 $1,500. Generally, such income was taxed
as the marginal income of the parents.

Income Tax Before Credits.--This amount
consisted of the tax liability on taxable income, com-
puted by using the tax tables, tax rate schedules,
Schedule D Tax worksheet, Schedule J, or Form
8615, plus Form (s) 8814, any additional taxes from
Form 4972, and the alternative minimum tax.

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 tax (tax on
lump-sum distributions from qualified retirement
plans). When Form 8615 tax was payable on invest-
ment income of children, for this concept, all the
income was taxed at the child’s rate rather than at
the rate of the parents. When the Schedule D tax
was payable on net long-term capital gains, the tax
was based on the regular tax rates rather than the 5-
percent, 8-percent, 10-percent, 15-percent, 25-per-
cent, or 28-percent tax rate for capital gains. When a
tax was payable on a qualified dividend, the tax was
based on regular tax rates instead of the maximum
tax rate for qualified dividends, 15 percent (5 percent
for amounts that would otherwise have been taxed in
the 10-percent and 15-percent tax brackets). This is
in contrast to the computation of Income Tax Before
Credits (see above) in which special tax computa-
tions, such as those involved on the Form 8615,
Schedule D and qualified dividends, are taken into
account. See Table 4.

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 tax-
payer used one of the four tax rate schedules (or an
approximation from the tax table) to determine tax.
Returns of taxpayers who had taxes computed by the
Internal Revenue Service were classified under the
regular tax computation method.
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Schedule D and Qualified Dividends Tax
Computation.--Schedule D was used to compute the
S-percent (post May 5, 2003), 8-percent, 10-percent,
15-percent, 25-percent, and 28-percent taxes on net
long-term capital gains (in excess of net short-term
capital losses), if such computations were beneficial
to the taxpayer. Any investment interest allocated to
long-term capital gains (on Form 4952) was excluded
from this computation. Qualified dividends were
taxed at a maximum tax rate of 15 percent (5 percent
for amounts that would otherwise have been taxed in
the 10-percent and 15-percent brackets).

Taxable Income.--Taxable income is AGI less
the sum of personal exemptions amounts and either
the standard deduction for nonitemizers or total
itemized deductions. The amounts for personal
exemptions and total itemized deductions are net of
any reductions because of taxpayers’ incomes ex-
ceeding certain income thresholds.

Taxable Returns.--A return is classified as
“taxable” based on the presence of “tax generated.”
The following additional taxes were not taken into
account for this purpose: self-employment, household
employment, Social Security, Railroad Retirement
Tax Act (RRTA) taxes, tax from recomputing prior-
year investment, low-income housing and a few other
business credits, penalty taxes on Individual Retire-
ment Arrangements, section 72 penalty taxes, ad-
vance earned income credit payments, or “golden
parachute” payments (made to key employees as
compensation under certain circumstances).

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 tax on lump-sum distribu-
tions from qualified retirement plans or alternative
minimum tax), tax generated equals “income tax
before credits.”

Total Income Tax.--This is the sum of income
tax after credits and tax on accumulated trusts distri-
bution from the Form 4970, less the portion of the
EIC used to offset other taxes as well as the refund-
able portion of the EIC (with tax limited to zero).

Appendix B: Income Tax Structure
Taxpayers must file an income tax return if they
meet certain minimum filing requirements. The filing

requirements for 2003 generally were based on the
amount of “gross income,” filing status, age, and, to a
lesser extent, dependency and blindness [9]. Gener-
ally, the minimum level of income for which a return
was required to be filed equaled the sum of the
standard deduction for the particular 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 2003 if they had net earnings
from self-employment 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
qualified retirement plan distributions, including an
Individual Retirement Arrangement (IRA) or a
Medical Savings Account (MSA); tax on the recap-
ture of investment credit, low-income housing credit,
or a few other business credits; recapture tax on the
disposition of a home purchased with a Federally-
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 as
money, goods, property, or services that was not
expressly exempt from tax [10]. Adjusted gross
income (AGI) is equal to gross income less deduc-
tions for certain expenses [11]. “Taxable income,”
the base on which income tax before credits is com-
puted, 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 sched-
ules, both of which vary with taxpayer filing status
(single, married filing jointly, surviving spouse, mar-
ried filing separately, and head of household); Form
8615 or Form 8814 for children’s investment in-
comes; Schedule J for Farmers to income-average;
Schedule D and Qualified Dividends worksheet for
net long-term capital gains and qualified dividends; or
some combination of the above [12]. For 2003, the
tax rates for each filing status were 5 percent, 8
percent, 10 percent, 15 percent, 20 percent, 25 per-
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cent, 26 percent, 28 percent, 33 percent, and 35 percent
[13]. The tax rates of 5 percent, 8 percent, 10 per-
cent, 15 percent, and 20 percent were used for net
long-term capital gains (in excess of net short-term
capital losses). The new S5-percent and 15-percent
rates for 2003 in relation to long-term capital gains
were only for certain sales and other dispositions
after May 5, 2003, as well as any qualified dividends
(explained in Appendix C: Capital Gain and Divi-
dend Tax Rates). The 26-percent tax rate was only
for the alternative minimum tax. Income tax before
credits includes any alternative minimum tax. (See
Appendix C for further details on these rates).

To calculate their Federal income tax liabilities
for 2003, taxpayers used either the tax table or the
tax rate schedules. 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 [14]. 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. Asa
result, the tax table and the tax rate schedules could
produce 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 taxpayers using the tax table with
taxable income that was subject to the 33-percent
marginal rate, the maximum difference in tax be-
tween the tax rate schedules and the tax table was
$8.25 [15]. However, for most taxpayers, the actual
difference in tax was smaller.

Appendix C: Changes in Law for 2003

Alternative Minimum Tax.--The Alternative
Minimum Tax (AMT) exemption amount increased
to $40,250 for single and head of household filers,
$58,000 for married couples filing jointly and surviving
spouses, and $29,000 for married couples filing sepa-
rately. This was an increase from 2002 of $9,000 for
married filing jointly taxpayers and surviving spouses,
and $4,500 for single taxpayers and married couples
filing separately.

Capital Gain and Dividend Tax Rates.--For
long-term capital gains realized after May 5, 2003,
the 8- and 10- percent capital gain tax rates were
reduced to 5 percent. The 20-percent rate was

reduced to 15 percent. In addition, the 8-percent
capital gain rate for qualified 5-year gain did not
apply to any gain after May 5, 2003. New tax rates
were applied to qualified dividends. The maximum
tax rate for qualified dividends was 15 percent (gen-
erally 5 percent for amounts that would otherwise be
traxed in the 10-percent and 15-percent regular tax
brackets). Qualified dividends were ordinary divi-
dends that met certain criteria, including: the divi-
dends must have been paid by a U.S. corporation or
a “qualified” foreign corporation; the stock ownership
must have met certain holding period requirements;
the dividends were not from certain institutions, such
as mutual savings banks, cooperative banks, credit
unions, tax-exempt organizations, or farmer coopera-
tives; and the dividends were not for any share of
stock which was part of an employee stock owner-
ship plan (ESOP).

Child and Dependent Care Credit.--For 2003,
the maximum credit increased to $1,050 for one
qualifying individual and $2,100 for two or more
qualifying individuals ($800 and $1,600, respectively,
for 2002). The limit on qualifying expenses increased
t0 $3,000 for one qualifying individual and $6,000 for
two or more individuals ($2,400 and $4,800, respec-
tively, for 2002). The credit could have been as
much as 35 percent (previously 30 percent) of a
taxpayer’s qualified expenses.

Child Tax Credit.--The child tax credit in-
creased to $1,000 for 2003 from $600 for 2002. For
2003, up to $400 per eligible child may have been
given in advance to taxpayers based on the age of
eligible children and the taxpayer’s 2002 tax return.
The taxpayer’s 2003 child tax credit was reduced by
any advance child tax credit payment.

Earned Income Credit.--The maximum amount
of investment income (interest, dividends, and capital
gain income) a taxpayer could earn and still claim the
credit increased to $2,600 from $2,550. The maxi-
mum credit for taxpayers with no qualifying children
increased to $382 from $376. For these taxpayers,
earned income and AGI had to be less than $11,230
($12,230 if married filing jointly). For taxpayers with
one qualifying child, the maximum credit increased
$41 to $2,547, and, for taxpayers with two or more
qualifying children, the maximum credit increased to
$4,204 from $4,140. To be eligible for the credit, a
taxpayer’s earned income and AGI had to be less than
$29,666 ($30,666 for married filing jointly) for one
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qualifying child, or less than $33,692 ($34,692 for mar-
ried filing jointly) for two or more qualifying children.

Indexing.--The following items increased due to
indexing for inflation: personal exemption amounts,
the basic standard deduction amounts (other than
married filing joint returns, see below), most tax
bracket boundaries (see Tax Rate Reduction, below,
for details for married filing joint returns), the begin-
ning income amounts for limiting certain itemized
deductions, and for the phaseout of personal exemp-
tions. The maximum amount of earnings subject to
self-employment tax increased based on the percent-
age change in average covered earnings.

Individual Retirement Arrangement Deduc-
tion.--For 2003, a taxpayer (both taxpayers for
married filing jointly), could take a deduction of up to
$3,000 ($3,500 if age 50 or older) for IRA contribu-
tions if not covered by a retirement plan, or if cov-
ered by a retirement plan and modified AGI was less
than $50,000 ($70,000 if married filing jointly or
qualifying widow(er)). This was up from $44,000
(364,000 if married filing jointly or qualifying
widow(er)) for 2002.

Lifetime Learning Credit.--The amount of
qualified tuition and related expenses a taxpayer took
into account for the lifetime learning credit increased
from $5,000 for 2002 to $10,000 for 2003. The credit
equaled 20 percent of these qualified expenses, with
amaximum credit of $2,000 ($1,000 for 2002).

Self-employed Health Insurance Deduction.--
A self-employed taxpayer was able to deduct up to
100 percent of health insurance expenses for 2003,
up from 70 percent for 2002.

Standard Deduction.--The standard deduction
for married filing jointly returns was increased be-
yond general indexing for inflation to $9,500 for 2003.
This amount was equal to twice the standard deduc-
tion for single filers. For 2002, this deduction was
$7,850. The standard deductions for other filing
statuses were only indexed for inflation.

Tax Rate Reduction.--For Tax Year 2003, both
the 10-percent and 15-percent tax brackets received
significant expansions on the upper taxable income
threshold beyond inflation indexing for some taxpay-
ers. The 10-percent regular income tax bracket was
expanded $2,000 for a maximum taxable income of
$14,000 for married filing joint returns (expanded
$1,000 for a maximum taxable income of $7,000 for
single or married filing separately). The 15-percent

tax bracket received a disproportionately large ex-
pansion for joint returns as compared to single filers.
This expansion was $10,100 and aligned the joint
returns maximum taxable income amount
($56,800) to exactly double the amount for single
or married filing separately filers ($28,400). Also,
for Tax Year 2003, there was a reduction of the
former tax rates of 27 percent, 30 percent, 35
percent and 38.6 percent to 25 percent, 28 per-
cent, 33 percent, and 35 percent, respectively.
Also, as cited above (Capital Gains and Dividend Tax
Rate), tax rates were reduced for some long-term
gains and all qualified dividends.

Appendix D: Income and Tax Concepts

As discussed in Appendix B, gross income is all
income received that is not specifically excluded.
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 (AGI) is total income less statutory adjust-
ments to income (i.e., 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 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 2003
includes many income and deduction items that are
also components of AGI (Figure G). However,
unlike AGI, the 1979 Income Concept also includes
some nontaxable (i.e., tax-exempt) amounts of
income reported on individual income tax returns and
disallowed passive loss deductions. In addition, only
straight-line deductions for depreciation are included
in the 1979 Income Concept [16].
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_ sample. Some of these returns are selected for the

Components of the 1979 Income Concept,
Tax Year 2003

Income or Loss:
Salaries and wages '’
Interest *
Dividends ’
Taxable refunds *
Alimony received '
Capital gain distributions not reported on Schedule D *
Capital gains reported on Schedule D minus allowable losses *
Other gains and losses (Form 4797) *
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 **
Other net income or loss *°
Net operating loss *
Deductions:
Disallowed passive losses (Form 8582) 6
Moving expenses '
Alimony paid *
Unreimbursed business expenses °

* Included in adjusted gross income (less deficit) (AGI) for Tax Year 2003.

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

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

* Not fully included in AGI for Tax Year 2003.

® Includes an adjustment to add back amounts reported for the "foreign-earned
income exclusion."

® Not included in AGI for Tax Year 2003.

Modified Taxable Income

This concept is relevant only for “prior-year returns”
(about 4.2 million returns) or certain farm sole
proprietor returns using income averaging on Sched-
ule J (about 41 thousand returns). For all other
returns, modified taxable income is identical to
taxable income.

This is the term used in the statistics to describe
“income 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 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 based on a previous
year’s tax law (which may reflect different tax rates
and income concepts). For the statistics in this ar-
ticle, the taxable incomes reported on these prior-
year returns and those filed with a Schedule J are
modified to equal an amount necessary to generate
the tax actually shown on these returns using current-
year rates.

Marginal Tax Rates

Under the progressive U.S. income tax rate struc-
ture, different portions of taxable income are taxed at
different rates. Figure H illustrates how income tax
is determined for a single taxpayer with AGI of
$387,000 who used the standard deduction. As shown
in the example, six different tax rates were applied to
the taxable income to arrive at total tax. The first
$7,000 of taxable income were taxed at the 10-percent
rate; the next $21,400 of taxable income were taxed
at the 15-percent rate; the next $40,400 were taxed
at the 25-percent rate; the next $74,700 were taxed
at the 28-percent rate; the next $168,450 were taxed
at the 33-percent rate; and the remaining $70,300
were taxed at the 35-percent rate. For purposes of
this article, the tax rate applied to the last dollar of
income (given certain assumptions about which
source of income provided the last dollar of income

Income Tax Calculation for a Single Taxpayer
With One Exemption Who Used the Standard
Deduction, Tax Year 2003

[Money amounts are in whole dollars]

Iltem Amount
Adjusted gross iNCOME............coccuiiiiiiiiicie e 387,000
Less: Exemption amount. o’
Standard deduction amount 4,750
Equals: Taxable inCome..........cccooiiiiiiiiiiiiicciee s 382,250

Tax based on tax rates for single taxpayers:
First $7,000 taxed at 10 percent. 700

Next $21,400 taxed at 15 percent.. 3,210
Next $40,400 taxed at 25 percent.. 10,100
Next $74,700 taxed at 28 percent.. 20,916
Next $168,450 taxed at 33 percent...........c.coeeeveeeeeveennennen. 55,589
Next $70,300 taxed at 35 percent............ccoeveveveeeeeervereenns 24,605
Total tax from tax rate schedule.......coccovieiiiiiiiiienne 115,120

' The exemption amount was phased out completely because AGI exceeded $262,000.
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subject to tax) is the marginal tax rate for that return.
In the example, the marginal tax rate is 35 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 tax laws, the marginal tax rate is not
always apparent. 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 $1,500 was taxed at the marginal tax rate
of the parents, whereas the salaries and wages were
taxed at the dependent’s own rate.

Calculating marginal tax rates for a specific
individual income tax return generally depends both
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.” Additional complexity
is added by the presence of such items as the alter-
native 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 alternative 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:

(1) Ifareturn showed taxable income, the marginal
tax rate of the return was the highest rate at
which any amount of taxable income reported
on the return was taxed.

(2) If the return had no taxable income except for
net long-term capital gains or qualified dividends
and that amount was less than or equal to the
15-percent tax bracket limit, the return was
defined as having an “5-percent, 8-percent, or
10-percent rate” marginal tax rate. If the return
had taxable income (from other than net long-
term capital gains) to which only the 15-percent
tax rate applied, as well as net long-term capital
gains to which the 20-percent or 25-percent rate
on the net gain applied, the return was defined
as having a marginal tax rate equal to the
maximum rate at which the net gains were
taxed. If the return had taxable income (from
other than net long-term capital gains) to which
the 25-percent tax rate applied as the highest

rate, as well as net long-term capital gains to
which the maximum 28-percent rate on net gain
applied, the return was defined as having a “28-
percent” 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 25-percent applied, as well
as net long-term capital gains to which the 28-
percent rate on the net gain 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 some 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 incomes of their dependents under
age 14 on their own (i.e., the parents’) returns
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 of 10 percent.

The classification of returns into marginal tax
rate categories for Statistics of Income purposes was
essentially 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/or quali-
fied dividends, and presence of Form 8615 or Form
8814. Returns were classified into one of the follow-
ing 15 mutually exclusive marginal tax rate catego-
ries: (1) 5-percent rate (capital gains); (2) 8-percent
rate (capital gains); (3) 10-percent rate; (4) 10-
percent (capital gains); (5) Form 8814 (10-percent
rate with no tax liability other than that generated by
the dependent’s income); (6) 15-percent rate; (7) 15-
percent (capital gains); (8) 20-percent rate; (9) 25-
percent rate; (10) 25-percent capital gains; (11) 28-
percent rate; (12) 28-percent capital gains; (13) 33-
percent rate; (14) 35-percent rate; and (15) Form
8615 (with income taxed at any rate) [17].

Table 1 presents statistics by marginal tax rate
classification and filing status for returns with modi-
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fied taxable income. For each marginal rate classifi-
cation, 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 classifica-
tion 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.
The alternative minimum tax was not included in the
statistics by marginal tax rate.

For example, consider returns in the “joint returns
and returns of surviving spouses” filing status that
were included in the “35-percent” marginal tax rate
classification. The total modified taxable income for
the 641,635 returns in this classification “at all rates”
was $581.0 billion (column 3), and the total tax gener-
ated was $173.7 billion (column 5). Approximately
$307.0 billion (column 4) of the modified taxable
income was subject to tax at the marginal tax rate of
35 percent. This modified taxable income generated
$107.4 billion (column 6) in tax at the 35-percent tax
rate with the remainder generated at some or all of
the lower eight tax rates.

Table 2 provides statistics on the tax generated,
in total and at each tax rate bracket, for returns with
modified taxable income. Returns in this table are
classified by size of AGI. The tax generated at each
tax rate was computed based on the modified taxable
income for each individual return.

For example, the 2.0 million returns included in
the “$200,000 under $500,000” income-size classifi-
cation showed total modified taxable income of
$483.4 billion and generated total tax of $117.7 billion.
Of'the $483.4 billion of modified taxable income,
$25.6 billion were taxed at the 10-percent (ordinary
tax) rate, $77.3 billion were taxed at the 15-percent
(ordinary tax rate), $103.7 billion were taxed at the
25-percent (ordinary tax) rate, $103.4 billion were
taxed at the 28-percent (ordinary tax) rate, $103.8
billion were taxed at the 33-percent rate, and $17.3
billion were taxed at the 35-percent rate, with the
remainder consisting of income related to special
capital gain and qualified dividend tax rates and
Forms 8814 and 8615. For individuals in these
classes, these were as follows: Approximately $0.12

billion of the total tax generated were from the 5-
percent rate; $.02 billion of the total tax generated
were from the 8-percent rate; $.02 billion were from
the 10-percent rate, $5.3 billion were from the 15-
percent capital gain and qualified dividend rate; $2.4
billion were from the 20-percent capital gain rate,
$0.5 billion were from the 25-percent capital gain
rate, $.02 billion were from the 28-percent capital
gain rate, with the remainder from tax related to special
capital gain tax rates and Forms 8814 and 8615.

Table 3 presents statistics on the income and tax
generated at each tax rate by filing status, for returns
with modified taxable income. Over 0.6 million of the
44.0 million returns with modified taxable income
filed jointly had some income taxed at the 35-percent
tax rate. For these returns, the taxable income sub-
ject to this rate was $307.0 billion, and the tax gener-
ated was $107.4 billion.

Appendix E: Computation of Alternative
Minimum Taxable Income (AMTI)

AMTI was computed by adding certain “tax prefer-
ences” (i.e., deduction or exclusion amounts
identified as potential sources of tax savings disal-
lowed for AMT purposes) and “adjustments” (i.e.,
regular tax deduction amounts recomputed or ex-
cluded for AMT purposes) to taxable income before
any deductions were taken for personal exemptions
(Figures I-1 and I-2). Although itemized deductions
for some taxpayers were limited for regular tax
purposes, the full amounts of such itemized deduc-
tions were included as adjustments. (To compensate
for this, the overall limitation on itemized deductions

Calculation of Alternative Minimum Taxable
Income (AMTI), Tax Year 2003

Taxable income before deduction for personal

exemptions
PLUS: Adjustments and preferences (see Figure 1-2)
PLUS: Net operating loss deduction
MINUS: Overall itemized deductions limitation
MINUS: Alternative tax net operating loss deduction’
EQUALS: Alternative minimum taxable income

* Limited to 90 percent of AMTI, except when depletion is present on Form
6251. In this case, AMT]I is recalculated, and the alternative tax net operating
loss deduction is limited to 90 percent of the recomputed amount.
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Alternative Minimum Tax Adjustments and Preferences, Tax Year 2003

B Medical and dental expenses from Schedule A (the lesser of deductible medical and dental expenses or 2.5 percent of AGI)

B Deductions for State and local income, real estate, personal property, 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-AGlI limitation

®  Refunds of State and local income, real estate, personal property, and foreign taxes previously deducted (negative)

® |nvestment interest expense (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)

®  Tax-exempt interest from private activity bonds issued after August 7, 1986

®  Excluded gain, under the section 1202 gain on qualified small business stock held more than 5 years, multiplied by 7 percent if sold after
May 5, 2003, otherwise multiplied by 42 percent

]

Incentive stock options which were exercised after 1987 (the amount by which the value of the option when exercised exceeded the

price paid by the taxpayer; the result could be negative)

B 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)

®  Electing large partnerships, enter the amount from Schedule K-1 (Form 1065-B), box 6.

B 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)

®  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)

Passive activity gains and losses 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)

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)

B Excess of circulation expenditures paid or incurred after 1986 over allowable amortization if the expenditures were capitalized (the

result could be negative)

Deferred income from long-term contracts entered into after February 28, 1986, with certain exceptions and limitations (the result

could be negative)

Excess of mining exploration and development costs paid or incurred after 1986 over allowable amortization if the expenditures were

capitalized (the result could be negative)

®  Excess of research and experimental expenditures paid or incurred after 1986 over allowable amortization if the expenditures were
capitalized (the result could be negative)

®  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 is negative)

Amount by which excess intangible drilling costs deducted currently over allowable amortization (if these costs were capitalized) were

more than 65 percent of the taxpayer's "net income" from oil, gas, and geothermal wells, with exceptions for independent oll

producers and royalty owners

Excess of accelerated depreciation on property placed in service before 1987 over straight-line depreciation as refigured for AMT

purposes

B 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)

®  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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was then 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 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 2003).

AMTI was reduced by an exemption amount
which depended on the filing status of the individual
and which was subject to phaseout at higher AMTI
levels. The AMTI exemption for single filers (and
heads of households) for 2003 was $40,250; for joint
filers and surviving spouses, $58,000; and for married
persons filing separately, $29,000. The exemption
was reduced (but not below zero) by 25 percent of
the amount by which the 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 completely for individuals whose
filing status was single or head of household, married
filingjointly, and married filing separately, at $273,500,
$382,000, and $191,000, of AMTI, respectively.

After reduction by the exemption, the first
$175,000 ($87,500 if married filing separately) of the
remaining AMTI were subject to tax at a 26-percent
rate, with any excess taxed at a 28-percent rate.
However, capital gains and qualified dividends (recal-
culated for AMT purposes) that were taxed at lower
rates (5 percent, 8 percent, 10 percent,15 percent, 20
percent, and 25 percent) were taxed at these same
rates for the AMT, with the rest of AMTI being
taxed at the rates mentioned above (26 percent or 28
percent). The resulting tax was reduced by the
“alternative minimum tax foreign tax credit,” which
produced a “tentative minimum tax.” Tentative
minimum tax was further reduced by the individual’s
regular tax before credits (excluding tax on lump-sum
distributions from qualified retirement plans) less the
foreign tax credit (for regular tax purposes) to yield
the alternative minimum tax.

Dependents under the age of 14 with investment
income over a certain amount who filed their own
returns were subject to special rules for AMT pur-
poses. These rules required that the dependents pay
the same amount of AMT as their parents would
have paid if the parents included the dependents’

incomes on their own tax returns. (Dependents filing
their own returns were limited to an AMT exemption
of $5,600 plus their “earned incomes.” The
dependent’s AMT could be reduced if the parents
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 than this
dependent’s own tentative minimum tax.)

Appendix F: Data Sources and Limitations
These statistics are based on a sample of individual
income tax returns (Forms 1040, 1040A, and 1040EZ,
including electronically-filed returns) filed during
Calendar Year 2004. 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 presence or absence of specific
forms or schedules; and (4) the usefulness of returns
for tax policy modeling purposes [18]. Returns were
then selected at rates ranging from 0.05 percent to
100 percent. The 2003 data are based on a sample
of 182,810 returns and an estimated final population
of 131,291,334 returns. The corresponding sample
and population for the 2002 data were 175,566 and
130,540,073 returns, respectively.

Since the data presented here are estimates
based on a sample of returns filed, they are subject to
sampling error. To properly use the statistical data
provided, the magnitude of the potential sampling
error must be known; coefficients of variation (CV’s)
are used to measure that magnitude. Figure J shows
estimated CV’s for the numbers of returns and
money amounts for selected income items. The
reliability of estimates based on samples, and the use
of coefficients of variation for evaluating the preci-
sion of estimates based on samples, are discussed in
the appendix to this issue of the Bulletin.

Notes and References

[1] For Tax Years 1988 through 1990, the tax rate
schedules provided only two basic rates: 15
percent and 28 percent. 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
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Coefficients of Variation for Selected Items, by Size of Adjusted Gross Income, Tax Year 2003

[Coefficients of variation are percentages]

Modified taxable income Income Total
Size of adjusted gross income Number of Tax generated tax after income
Amount .

returns credits tax

() 2) (3) 4) (5)
Total 0.17 0.17 0.20 0.20 0.20
UNnder $2,000 ..ottt 717 8.48 8.53 16.77 16.75
$2,000 under $4,000............ 8.06 9.15 10.07 11.01 11.01
$4,000 under $6,000............ 4.11 5.19 5.57 5.72 5.72
$6,000 under $8,000............ 3.74 4.25 4.29 4.41 4.41
$8,000 under $10,000.... 254 3.31 347 3.97 3.97
$10,000 under $12,000.. 251 2.80 2.83 3.04 3.04
$12,000 under $14,000.. . 248 2.72 2.77 3.01 3.01
$14,000 under $16,000..........ccooimiririiiiiiiiicceece 235 2.56 2.62 291 291
$16,000 under $18,000 221 2.55 2.62 297 297
$18,000 under $20,000.. 212 2.45 2.54 2.96 2.96
$20,000 under $25,000.. 1.33 1.49 1.56 1.86 1.86
$25,000 under $30,000.. 1.40 1.53 1.60 1.90 1.90
$30,000 under $40,000 1.05 1.13 1.18 1.30 1.30
$40,000 under $50,000..........cccoimiiiriiiiiiieicce s 1.08 1.13 1.20 1.37 1.37
$50,000 under $75,000.. . 0.77 0.81 0.86 0.91 0.91
$75,000 under $100,000.......c.ceurerirrieieereieieiriniereeeeeeeeeens 0.95 0.97 1.03 1.08 1.08
$100,000 under $200,000.........c.currrieieereieiririninreneeereeenns 0.97 0.90 0.91 0.91 0.91
$200,000 under $500,000.........c.ourrrrierrereieiririnenrreeereeenns 1.00 0.89 0.91 0.90 0.90
$500,000 under $1,000,000...........cceerrrrirmeiuieererernereneneces 1.16 1.03 1.06 1.06 1.06
$1,000,000 under $1,500,000 1.40 1.28 1.35 1.37 1.37
$1,500,000 under $2,000,000 1.22 1.21 1.27 1.28 1.28
$2,000,000 under $5,000,000............cceremriririnrnriarerereeennns 0.64 0.59 0.62 0.59 0.59
$5,000,000 under $10,000,000............ccuememrmrirrnrerrerereeenns 0.71 0.55 0.60 0.62 0.62
$10,000,000 or more... - - - - -

* Includes returns with adjusted gross deficit.

these benefits were completely phased out, the
tax rate returned to 28 percent.

[4] Tax generated 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

[2] 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, in some situations, the receipt of some
forms of tax-exempt income, such as tax-exempt
interest, could have influenced the taxability of
other income, in particular Social Security benefits.
When this situation occurred, the income made
taxable by the receipt of other forms of nontax-
able income was included in AGI.

[3] These 2002 are data from Parisi, Michael,

“Individual Income Tax Rates and Shares,
2002,” Statistics of Income Bulletin Winter
2004-2005, Volume 24, Number 3, pp. 20-58.

[5]

low-income housing credits; tax applicable to
early withdrawals from an Individual Retirement
Arrangement (IRA) or other qualified retire-
ment plans; tax on trusts, accumulation, and
distributions; and household employment taxes.
The statistics for “total tax liability,” shown in
Parisi, Michael, and Hollenbeck, Scott, “Indi-
vidual Income Tax Returns: 2003,” Statistics
of Income Bulletin, Fall 2005, Volume 25,
Number 2, include these taxes.

The income amounts on which these special
computations for lump-sum distributions were




Individual Income Tax Rates and Shares, 2003

[6]

[7]

[8]

[9]

[10]

based were not reflected in current-year AGI
or current-year taxable income.

For 2003, the total earned income credit was
$38.7 billion. This amount includes the amount
used to reduce the income tax ($0.9 billion), the
amount used to reduce other taxes reported on
individual income tax returns ($3.7 billion), and
the amount refunded to taxpayers ($34 billion).
Table 4 in Parisi, Michael, and Hollenbeck,
Scott, “Individual Income Tax Returns:
2003,” Statistics of Income Bulletin, Fall
2005, Volume 25, Number 2, shows these
amounts.

The percentile groupings of tax filers exclude
returns with zero or negative AGI.

For an explanation of the osculatory interpola-
tion technique, see Oh, H. Lock, “Osculatory
Interpolation with a Monotonicity Constraint,”
1977 Proceedings of the American Statisti-
cal Association, Section on Statistical
Computing, 1978.

Taxpayers fall into one of five filing statuses:
single; married filing jointly; married filing
separately; head of household; or surviving
spouse. Being age 65 or older or being legally
blind affects the amount of the standard deduc-
tion and, hence, the filing requirements. Tax-
payers who are (or could be) dependents of
other taxpayers have different filing require-
ments. For more information on the general
filing requirements, see Parisi, Michael, and
Hollenbeck, Scott, “Individual Income Tax
Returns: 2003,” Statistics of Income Bulle-
tin, Fall 2005, Volume 25, Number 2.

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 income 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

[11]

[12]

[13]

[14]

[15]

[16]

[17]

Income Tax Return, concept of “total income,”
which is a component of the adjusted gross
income (AGI) calculation on Form 1040. Total
income includes net amounts rather than gross
amounts (income prior to deductions) from such
items as business income and rents 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, moving
expenses, or the health insurance deduction for
certain self-employed taxpayers.

Income tax before credits includes tax on
lumpsum distributions from qualified retire-
ment plans.

The 26-percent tax rate is for AMT purposes
only.

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. Brackets for taxable income above
$3,000 were $50 wide.

For example, assume a taxpayer filing as
“married filing separately” reported taxable
income of $98,000. Using the tax table, the tax
would be $23,071, but, using the tax rate
schedules, the tax would be $23,062.75, a
difference of $8.25.

For more details on the income computation
under the 1979 Income Concept for 2003, see
Individual Income Tax Returns 2003, Statistics
of Income Division, Internal Revenue Service,
Publication 1304.

For some taxpayers, the statutory marginal tax
rate may differ from the effective marginal tax
rate. For example, extra income received by
certain taxpayers may result in the phaseout of
their personal exemptions as well as some of
their itemized deductions. Therefore, an extra
$1 of income could add more than $1 of taxable

37



38

Individual Income Tax Rates and Shares, 2003

income. While this taxpayer could face a
statutory marginal tax rate of 35 percent, the
effective marginal rate faced by the taxpayer
would be somewhat higher.

[18] Returns in the sample were stratified based on
the presence or absence of one or more of the

following forms or schedules: Form 2555,
Foreign Earned Income; Form 1116, Foreign
Tax Credit (Individual, Fiduciary, or Non-
resident Alien Individual); Schedule C, Profit
or Loss From Business (Sole Proprietorship);
and Schedule F, Profit or Loss From Farming.
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Table 1.--Returns with Modified Taxable Income: Tax Classified by Marginal Tax Rate, Tax Year 2003

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

Modified taxable income

Tax generated

Income tax after credits

Adjusted As a percentage of--
Highest marginal rate Number of gross Taxed at Taxed at At Adjusted Modified
at which tax was computed returns income all rates marginal At all rates marginal Total gross taxable
(less deficit) rate rate income income
(less deficit)
()] 2) ()] @) (5) (6) @) (8) 9)
All returns
Total 101,386,201 | 6,056,906,001 | 4,206,592,864 | 1,476,381,921 | 780,309,227 | 331,464,700 | 747,690,732 123 17.8
5 percent........cccceocicicieicnnen 678,141 14,989,722 4,130,293 4,115,356 208,010 205,768 262,065 1.7 6.3
8 percent 68,473 1,841,020 720,891 393,867 47,862 31,509 42,418 23 5.9
10 percent... 23,243,875 416,481,979 106,142,753 | 106,135,364 10,615,439 10,613,536 5,354,716 1.3 5.0
10 percent (capital gains)......| 2,583,832 59,446,450 19,866,025 1,240,723 1,689,343 124,072 1,339,994 23 6.7
10 percent (Form 8814) "....... 13,826 -295,440 8,681 8,681 870 870 492 (X) 5.7
15 percent.........ccooeeieeiiinnnns 40,997,696 || 1,662,347,629 | 1,000,557,078 | 574,796,758 | 128,796,537 86,219,514 | 108,471,544 6.5 10.8
15 percent (capital gains) 2.... 6,474,523 401,021,331 259,768,302 48,385,193 33,235,065 7,257,779 31,088,912 7.8 12.0
20 percent..........ccccvcecieecnnee 430,386 82,983,621 67,771,415 28,642,759 10,720,608 5,728,552 10,961,066 13.2 16.2
25 percent..........coccvcceecinee 15,578,547 || 1,190,502,522 | 887,311,030 | 238,553,113 | 148,923,302 59,638,278 | 145,051,874 12.2 16.3
25 percent (capital gains)......| 5,751,843 573,198,788 | 436,467,662 3,624,425 74,792,138 906,106 73,936,476 12.9 16.9
28 percent..........ccccvcueicicnnee 1,756,615 243,393,541 196,015,310 35,135,435 41,655,938 9,837,922 41,854,635 17.2 214
28 percent (capital gains)......| 1,678,502 288,503,732 [ 233,408,084 364,409 48,461,009 102,035 49,376,294 171 212
33 percent.........cccocvcucicicnnne 1,277,577 358,924,926 [ 305,591,419 66,200,131 74,561,983 21,846,043 76,331,709 21.3 25.0
35 percent..........ccccvcucieicnnee 752,028 762,484,568 [ 687,885,619 | 367,903,515 | 206,409,506 | 128,766,230 | 203,427,104 26.7 296
Form 8615 2........ccceucviiine. 100,337 1,081,611 948,301 882,194 191,617 186,486 191,432 17.7 20.2
Joint returns and returns
of surviving spouses
Total 44,033,987 | 4,041,178,963 | 2,867,802,099 | 961,330,648 | 551,095,132 | 229,187,721 | 529,558,212 1341 18.5
5 percent........ccccoecrcicinecnan 226,593 9,071,074 2,408,091 2,397,958 121,423 119,898 181,098 2.0 7.5
8 percent 28,357 1,260,125 482,473 229,770 31,018 18,382 27,770 22 5.8
10 percent... 6,575,099 185,117,314 45,359,508 45,358,064 4,536,273 4,535,806 2,027,059 1.1 4.5
10 percent (capital gains)......| 1,216,493 39,784,897 12,722,831 845,611 1,097,882 84,561 828,426 21 6.5
10 percent (Form 8814) 8,229 -335,049 4,937 4,937 494 494 492 (X) 10.0
15 percent... 17,301,376 991,052,577 || 590,474,243 348,251,552 76,460,433 52,237,733 63,120,860 6.4 10.7
15 percent (capital gains) 2.... 4,273,780 309,387,745 199,278,450 32,487,270 25,558,411 4,873,091 23,582,774 7.6 11.8
20 percent..........ccccvcecieecnnee 247,502 60,491,852 49,621,305 21,055,514 7,881,862 4,211,103 8,049,791 13.3 16.2
25 percent..........coccvcceecinee 6,880,658 711,982,085 | 520,962,922 130,138,165 86,342,426 32,534,541 83,171,568 1.7 16.0
25 percent (capital gains)......| 3,636,716 431,399,229 | 325,684,263 2,814,052 55,354,781 703,513 54,492,787 12.6 16.7
28 percent..........ccccvcucieicenne 858,563 147,439,850 116,716,483 18,281,985 24,249,917 5,118,956 24,395,323 16.5 20.9
28 percent (capital gains)......, 1,146,349 219,173,629 176,081,085 264,694 36,115,227 74,114 36,941,285 16.9 21.0
33 percent........ccccocvccicicnnne 992,637 291,193,510 | 246,974,688 52,242,380 59,603,838 17,239,985 61,036,805 21.0 247
35 percent.........cccccvccieicnnne 641,635 644,160,124 | 581,030,822 306,958,696 || 173,741,145 || 107,435,544 || 171,702,173 26.7 296
Form 8615 2........cceueuviiirnne. - - - - - - - (X) (X)
Returns of married
persons filing separately
Total 2,027,382 101,649,749 74,697,606 31,623,916 14,992,426 7,966,313 14,598,485 14.4 19.5
5 percent........ccccccrcicicicnnen 1,866 38,565 20,834 20,834 1,041 1,042 1,471 3.8 71
8 percent 948 15,165 686 185 40 15 40 0.3 5.8
10 percent... 285,859 3,911,186 944,457 944,457 94,453 94,446 71,425 1.8 7.6
10 percent (capital gains)......| 10,837 277,351 84,363 10,031 7,209 1,003 9,044 33 10.7
10 percent (Form 8814) 31 364 47 47 5 5 - (X) (X)
15 percent... 973,600 26,698,033 16,372,795 9,557,595 2,115,179 1,433,639 1,936,365 7.3 11.8
15 percent (capital gains) 2.... 94,852 5,406,537 3,703,484 1,656,878 496,361 248,532 520,643 9.6 14.1
20 percent... 5,913 1,708,145 1,410,614 670,494 238,071 134,099 250,973 14.7 17.8
25 percent... 417,625 21,634,442 16,168,345 4,307,799 2,709,915 1,076,950 2,679,526 12.4 16.6
25 percent (capital gains)......| 75,576 4,786,814 3,667,555 92,274 626,873 23,069 633,987 13.2 17.3
28 percent..........coccvcucieecnnee 79,505 6,709,440 5,371,749 814,135 1,113,743 227,958 1,103,876 16.5 205
28 percent (capital gains)......, 21,539 2,186,965 1,830,782 - 375,149 - 380,399 17.4 20.8
33 percent........ccccocvcicieicnnne 36,406 5,228,425 4,356,559 833,037 1,042,067 274,902 1,074,201 20.5 247
35 percent..........ccccvcucieecnnee 22,824 23,048,318 20,765,338 12,716,151 6,172,321 4,450,653 5,936,534 258 28.6
Form 8615 2.............ccoceeee. -- - -- - -- -- -- (X) (X)

Footnotes at end of table.
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Table 1.--Returns with Modified Taxable Income: Tax Classified by Marginal Tax Rate, Tax Year 2003

--Continued

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

Modified taxable income

Tax generated

Income tax after credits

Adjusted As a percentage of--
Highest marginal rate Number of gross Taxed at Taxed at At Adjusted Modified
at which tax was computed returns income all rates marginal At all rates marginal Total gross taxable
(less deficit) rate rate income income
(less deficit)
() 2 ®) (4) ®) (6) ] (8) ©)
Returns of heads
of households

Total 13,218,829 479,466,173 | 258,524,437 | 113,932,793 39,252,287 19,272,331 31,310,258 6.5 121
5 percent.........ococoeuiciiieniinns 17,833 622,592 173,145 173,145 8,659 8,657 4,055 0.7 2.3
8 percent.... 2,238 85,868 18,608 18,608 1,488 1,489 - (X) (X)
10 percent.. 5,449,711 110,462,842 25,657,553 25,652,289 2,566,017 2,565,229 294,170 0.3 1.1
10 percent (capital gains)....... 108,516 2,437,285 762,832 81,353 68,098 8,135 29,106 1.2 3.8
10 percent (Form 8814) ....... 4,613 37,166 3,356 3,356 337 337 - (X) (X)
15 percent.. 5,886,561 215,681,160 119,272,449 60,403,475 14,947,590 9,060,521 9,908,212 4.6 8.3
15 percent (capital gains) 2.... 289,602 13,866,378 8,650,342 1,333,990 1,098,423 200,099 942,231 6.8 10.9
20 percent........ccocuvcuiicniinns 7,870 1,286,323 1,001,864 500,375 161,835 100,075 167,401 13.0 16.7
25 percent........ccociciiicnninns 1,130,895 81,429,236 58,846,484 15,815,943 9,843,254 3,953,986 9,419,662 11.6 16.0
25 percent (capital gains). 179,248 15,899,437 11,735,740 116,971 2,069,150 29,243 2,056,084 12.9 17.5
28 percent.........cocvciiicnnins 53,370 7,641,743 6,142,963 899,390 1,332,965 251,829 1,364,713 17.9 22.2
28 percent (capital gains)...... 37,702 6,156,912 5,042,836 1,427 1,079,404 400 1,121,460 18.2 22.2
33 percent.. 34,932 9,059,843 7,745,815 1,701,677 1,942,583 561,553 2,005,245 221 25.9
35 percent.. 15,740 14,799,389 13,470,450 7,230,795 4,132,483 2,530,778 3,997,918 27.0 29.7
Form 8615 2......cccvvieiinrcnnnn - - - - - - - (X) (X)

Returns of single persons
Total 42,106,004 | 1,434,611,116 | 1,005,568,721 | 369,494,564 | 174,969,382 75,038,339 | 172,223,777 12.0 171
5 percent.... 431,848 5,257,491 1,528,224 1,523,419 76,887 76,171 75,441 1.4 4.9
8 percent. 36,930 479,863 219,124 145,303 15,315 11,624 14,608 3.0 6.7
10 percent.. 10,933,206 116,990,637 34,181,236 34,180,554 3,418,695 3,418,055 2,962,062 25 8.7
10 percent (capital gains)....... 1,247,986 16,946,917 6,295,998 303,729 516,153 30,373 473,418 2.8 7.5
10 percent (Form 8814) ....... 953 2,079 342 342 34 34 - (X) (X)
15 percent........ccccocevecinicunnne. 16,836,159 428,915,859 274,437,591 156,584,137 35,273,335 23,487,621 33,506,106 7.8 12.2
15 percent (capital gains) 2.... 1,816,289 72,360,670 48,136,026 12,907,055 6,081,869 1,936,058 6,043,264 8.4 12.6
20 percent........ccocuiciiicninnns 169,101 19,497,301 15,737,633 6,416,375 2,438,840 1,283,275 2,492,901 12.8 15.8
25 percent........coocvceiiccninnns 7,149,369 375,456,760 291,333,280 88,291,206 50,027,708 22,072,802 49,781,118 13.3 171
25 percent (capital gains)...... 1,860,304 121,113,308 95,380,104 601,128 16,741,335 150,282 16,753,617 13.8 17.6
28 percent.........cocuiciiiennins 765,177 81,602,508 67,784,116 15,139,925 14,959,313 4,239,179 14,990,723 18.4 221
28 percent (capital gains)...... 472,913 60,986,225 50,453,381 98,288 10,891,229 27,521 10,933,150 17.9 21.7
33 percent.. 213,603 53,443,148 46,514,357 11,423,038 11,973,494 3,769,603 12,215,457 22.9 26.3
35 percent.. 71,829 80,476,737 72,619,009 40,997,872 22,363,556 14,349,255 21,790,480 271 30.0
Form 8615°3.........cc.oovue... ] 100,337 1,081,611 948,301 882,194 191,617 186,486 191,432 17.7 20.2

' 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 $750 and $7,500) on the parents' income tax return. This rate classification is comprised of those returns with a tax liability only from the dependent's income.

2 The 15-percent capital gain rate also includes qualified dividends.
3 Form 8615 was filed for a child under age 14 to report the child's investment income in excess of $1,500. The returns in this rate classification are not distributed by tax rate.

(X) Percentage not computed.

NOTE: Detail may not add to totals because of rounding.
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Table 2.--Returns with Modified Taxable Income: Tax Generated by Rate and by Size of Adjusted Gross

Income, Tax Year 2003

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

Tax generated at specified rate

Size of Number Modified Tax 5 percent 8 percent

adjusted gross income of Taxable taxable generated Number Income Tax Number Income Tax

returns income income at all rates of taxed generated of taxed generated
returns at rate at rate returns atrate at rate

(1) (2) (3) (4) (5) (6) (7) (8) 9) (10)
Total 101,386,201 | 4,200,198,884 |4,206,592,864 | 780,309,227 | 9,833,227 | 33,552,373 1,677,914 | 1,058,265 | 3,780,577 302,428
Under $2,000 ".......coooiiiiiie. 306,971 133,341 135,890 11,228 146,816 54,370 2,723 14,746 1,232 96
$2,000 under $4,000...........ccocueeve. 252,214 306,304 309,924 30,903 108,818 89,114 4,456 15,489 4,637 370
$4,000 under $6,000.. 1,088,782 901,452 902,101 88,988 127,313 100,095 4,998 15,743 13,829 1,106
$6,000 under $8,000.. 1,327,663 2,576,620 2,581,019 254,546 76,153 105,597 5,284 *2,942 *3,384 *270
$8,000 under $10,000.................... 2,708,320 5,247,379 5,299,908 534,454 178,848 130,319 6,517 *6,753 *14,773 *1,182
$10,000 under $12,000. 2,773,154 9,312,280 9,382,820 932,199 235,793 211,158 10,566 20,660 11,090 886
$12,000 under $14,000. 2,835,848 13,112,939 13,186,471 1,325,606 233,814 250,765 12,541 *10,293 *8,712 *697
$14,000 under $16,000.................. 3,160,163 18,454,981 18,587,500 1,898,310 262,748 437,116 21,862 28,748 44,417 3,553
$16,000 under $18,000. 3,558,118 22,431,789 22,520,835 2,441,156 278,628 446,599 22,347 27,079 23,721 1,894
$18,000 under $20,000. 3,801,322 27,977,560 28,135,544 3,169,157 343,171 505,429 25,289 37,482 41,783 3,342
$20,000 under $25,000. 9,017,109 90,709,409 91,182,518 10,631,719 726,473 1,386,090 69,336 83,047 145,190 11,617
$25,000 under $30,00 8,231,170 114,185,800 114,621,949 13,880,145 713,408 1,228,471 61,438 74,472 155,099 12,406
$30,000 under $40,000. . 13,724,590 273,848,438 274,442,822 34,725,739 1,448,840 2,995,072 149,790 151,113 219,192 17,534
$40,000 under $50,000.................. 10,356,423 286,908,791 287,303,379 39,416,550 1,128,287 2,959,979 148,055 138,708 309,804 24,776
$50,000 under $75,000.................. 17,318,862 707,527,353 708,440,519 | 103,554,424 2,407,995 7,567,900 378,451 272,171 897,856 71,825
$75,000 under $100,000................ 9,528,081 577,227,012 577,755,776 90,071,461 957,583 5,509,690 275,518 102,760 719,388 57,552
$100,000 under $200,000. 8,864,329 875,864,823 876,960,093 | 165,058,719 341,795 5,952,185 297,620 45,247 882,551 70,606
$200,000 under $500,000. . 1,996,650 482,851,392 483,357,788 | 117,695,811 86,620 2,480,833 124,043 8,868 226,708 18,136
$500,000 under $1,000,000...........] 355,526 212,835,816 213,060,087 60,145,607 17,175 617,449 30,873 1,090 27,625 2,210
$1,000,000 under $1,500,000. . 81,525 88,369,158 88,446,206 25,758,910 5,219 190,481 9,524 435 16,722 1,338
$1,500,000 under $2,000,000........ 33,950 52,503,976 52,575,144 15,462,081 2,176 91,449 4,572 167 5,483 439
$2,000,000 under $5,000,000........ 48,176 128,218,696 128,414,292 37,415,357 3,627 153,014 7,651 177 5,350 428
$5,000,000 under $10,000,000...... 11,151 68,513,593 68,612,525 19,637,138 1,084 50,221 2,511 41 1,107 89
$10,000,000 or More...........ccco....... 6,106 140,179,982 140,377,754 36,169,017 840 38,976 1,949 33 924 74

Tax generated at specified rate--continued
Size of 10 percent 10 percent (capital gains) 10 percent (from Form 8814) 2

adjusted gross income Number Income Tax Number Income Tax Number Income Tax

of taxed generated of taxed generated of taxed generated
returns at rate at rate returns at rate at rate returns atrate at rate

(11) (12) (13) (14) (15) (16) (17) (18) (19)
Total 100,367,644 | 914,053,162 | 91,405,316 | 1,445,014 | 3,942,692 394,305 92,871 62,588 6,267
Under $2,000 * 212,221 71,290 7,129 18,473 2,526 253 3,665 2,574 258
$2,000 under $4,000.. 203,297 159,238 15,924 20,269 7,581 759 - - -
$4,000 under $6,000.. 1,048,326 743,459 74,346 *12,849 *10,674 *1,066 *952 *682 *69
$6,000 under $8,000.. 1,308,015 2,438,212 243,821 *9,905 *4,639 *465 - - -
$8,000 under $10,000 2,629,500 5,055,013 505,501 17,299 9,634 966 *983 *345 *35
$10,000 under $12,000.........ccccoveeriirieiiiieeieeaens 2,718,084 9,092,170 909,217 40,755 18,660 1,864 *2,314 *2,008 *202
$12,000 under $14,000.........ccccoiririirieiiiieeeeaens 2,806,138 12,547,233 1,254,723 27,283 12,279 1,226 *1,990 *1,425 *143
$14,000 under $16,000.........ccccoeeirinieiiiricieieaens 3,110,666 16,877,312 1,687,731 32,305 12,271 1,226 *963 *722 *72
$16,000 under $18,000.. 3,514,588 17,828,757 1,782,876 48,019 26,930 2,696 *2,942 *885 *88
$18,000 under $20,00! 3,729,100 19,904,672 1,990,467 51,353 65,984 6,600 *1,990 *1,425 *143
$20,000 under $25,000.. 8,915,110 57,930,376 5,793,038 100,091 86,646 8,667 *4,237 *3,889 *391
$25,000 under $30,000.. 8,195,414 63,536,664 6,353,666 109,922 148,993 14,900 *3,890 *2,105 211
$30,000 under $40,000.. . 13,661,593 126,677,101 12,667,710 204,406 370,886 37,105 *5,951 *2,610 *261
$40,000 under $50,000...........cceeiriirieiiineeieeaens 10,315,126 109,246,082 10,924,608 174,425 337,384 33,734 *7,925 *5,192 *518
$50,000 under $75,000. 17,251,628 202,863,761 20,286,376 398,324 1,070,424 107,050 10,135 5,688 568
$75,000 under $100,000... 9,479,613 121,509,542 12,150,954 127,766 914,172 91,426 8,940 5,448 546
$100,000 under $200,000.... 8,793,836 115,233,968 11,623,397 42,538 601,415 60,144 22,548 17,617 1,764
$200,000 under $500,000. 1,960,517 25,646,763 2,564,676 6,946 167,148 16,715 9,059 6,732 673
$500,000 under $1,000,000. 344,467 4,489,203 448,920 1,305 47,260 4,726 2,826 2,044 205
$1,000,000 under $1,500,000.... 77,759 1,004,809 100,481 307 10,024 1,002 617 439 44
$1,500,000 under $2,000,000.... 32,173 418,266 41,827 118 4,348 435 304 214 21
$2,000,000 under $5,000,000.... 45,033 582,204 58,220 270 9,676 968 431 358 36
$5,000,000 under $10,000,000 10,153 129,826 12,983 43 1,530 153 141 128 13
$10,000,000 or more 5,285 67,242 6,724 43 1,607 161 68 57 6

Footnotes at end of table.
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Table 2.--Returns with Modified Taxable Income: Tax Generated by Rate and by Size of Adjusted Gross

Income, Tax Year 2003--Continued
[All figures are estimates based on samples--money amounts are in thousands of dollars]

Tax generated at specified rate--continued

Sive of 15 percent 15 percent (ca;czsnzr;)s and qualified 20 percent

adjusted gross income Number Income Tax Number Income Tax Number Income Tax

of taxed generated of taxed generated of taxed generated
returns at rate at rate returns at rate at rate returns atrate at rate

(20) (21) (22) (23) (24) (25) (26) (27) (28)
Total.............. 74,461,039 | 1,583,782,894 | 237,567,434 | 9,461,124 | 205,205,659 | 30,781,069 | 2,188,286 | 75,411,601 | 15,082,328
Under $2,000 * - - - - - - - - -
$2,000 under $4,000........ccceeriiriiiiieieie e - - - - - - - - -
$4,000 under $6,000. - - - - - - - - -
$6,000 under $8,000. *952 *130 *20 - - - - - -
$8,000 under $10,000.........c.coeiririiieieieieeeeieeens 14,753 24,424 3,664 - - - - - -
$10,000 under $12,000... 57,508 21,698 3,255 - - - - - -
$12,000 under $14,000... 278,117 345,179 51,777 - - - - - -
$14,000 under $16,000... 1,189,754 1,188,883 178,332 - - - - - -
$16,000 under $18,000... 1,885,812 4,164,932 624,740 - - - - - -
$18,000 under $20,000...........ccceeeriiieiiiineeeeeaens 1,895,169 7,600,412 1,140,062 - - - - - -
$20,000 under $25,000... 4,911,584 31,568,553 4,735,283 - - - - - -
$25,000 under $30,000... 5,343,039 49,527,622 7,429,143 - - - - - -
$30,000 under $40,000...........ccceeeriirieiriiiecieeaens 11,366,492 141,808,012 21,271,202 140,630 100,276 15,042 27,063 15,815 3,164
$40,000 under $50,000............ccoeuiriirieiiiineeieeaens 9,848,169 152,268,254 22,840,238 548,688 906,111 135,935 123,034 180,204 36,035
$50,000 under $75,000..........cccoeeiriirieiiiireeieieaens 17,016,450 409,166,050 61,374,908 1,209,541 3,214,924 482,257 257,639 1,222,928 244,593
$75,000 under $100,000.... 9,428,702 342,769,656 51,415,448 1,973,234 5,707,444 856,165 452,188 1,598,180 319,631
$100,000 under $200,000.. 8,762,796 345,796,109 51,869,416 3,748,269 | 24,390,448 3,658,668 850,087 8,869,742 | 1,773,961
$200,000 under $500,000..........cccervereeireneeeeeens 1,948,807 77,287,743 11,593,161 1,384,798 | 35,403,614 5,310,564 341,060 | 11,951,411 2,390,279
$500,000 under $1,000,000..........ccccceeueruenieerneneans 343,131 13,577,220 2,036,583 296,312 | 24,721,315 3,708,206 83,355 8,405,432 | 1,681,087
$1,000,000 under $1,500,000..........cccccceruereeeeuenenns 77,446 3,036,254 455,438 70,769 | 13,045,233 1,956,786 21,963 4,616,059 923,212
$1,500,000 under $2,000,000... 32,070 1,267,179 190,077 29,975 8,417,532 1,262,630 9,976 2,968,834 593,767
$2,000,000 under $5,000,000... 44,898 1,765,652 264,848 42,978 | 25,017,138 3,752,572 15,299 8,920,286 | 1,784,057
$5,000,000 under $10,000,000. 10,114 394,286 59,143 10,236 | 16,373,557 2,456,034 4,039 5,379,344 | 1,075,869
$10,000,000 or more. 5,275 204,648 30,697 5,696 | 47,908,067 7,186,210 2,582 | 21,283,366 | 4,256,673

Tax generated at specified rate--continued
Size of 25 percent 25 percent (capitak gains) 28 percent

adjusted gross income Number Income Tax Number Income Tax Number Income Tax

of taxed generated of taxed generated of taxed generated
returns at rate at rate returns at rate at rate returns atrate at rate

(29) (30) (31) (32) (33) (34) (35) (36) (37)
Total 26,738,916 | 640,244,673 | 160,061,168 349,114 | 7,250,430 1,812,650 | 5,459,365 | 199,378,501 || 55,825,980
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...........c.coermrrerrereeeeenenens - - - - - - - - -
$14,000 under $16,000..........cccoeeiriirieiiiiieeieeaens - - - - - - - - -
$16,000 under $18,000... - - - - - - - - -
$18,000 under $20,000 - - - - - - - - -
$20,000 under $25,000... - - - - - - - - -
$25,000 under $30,000... - - - - - - - - -
$30,000 under $40,000 1,298,994 2,253,857 563,464 - - - - - -
$40,000 under $50,000... 3,172,315 21,048,129 5,262,032 *4,804 7,772 *1,943 - - -
$50,000 under $75,000... 5,203,998 82,059,755 20,514,939 27,250 39,100 9,778 28,174 105,435 29,522
$75,000 under $100,000. 6,330,711 93,807,632 23,451,908 52,199 276,455 69,119 573,383 4,923,945 1,378,705
$100,000 under $200,000.. 8,338,463 309,939,981 77,484,995 142,888 1,403,026 350,773 || 2,558,591 | 61,561,654 | 17,237,263
$200,000 under $500,000.. 1,892,957 103,680,076 25,920,019 82,819 2,044,350 511,100 1,811,739 | 103,367,806 | 28,942,986
$500,000 under $1,000,000.. 335,338 18,373,529 4,593,382 22,969 1,072,395 268,102 325,021 19,607,171 5,490,008
$1,000,000 under $1,500,000.. 75,545 4,127,076 1,031,769 5,940 481,597 120,400 73,472 4,441,760 | 1,243,693
$1,500,000 under $2,000,000... 31,435 1,724,517 431,129 3,047 315,292 78,823 30,766 1,858,274 520,317
$2,000,000 under $5,000,000... 43,995 2,406,686 601,672 4,926 843,388 210,848 43,232 2,608,830 730,472
$5,000,000 under $10,000,000. 9,956 541,323 135,331 1,304 330,488 82,622 9,817 593,258 166,112
$10,000,000 or more 5,209 282,112 70,528 968 436,567 109,142 5,171 310,367 86,903

Footnotes at end of table.
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Table 2.--Returns with Modified Taxable Income: Tax Generated by Rate and by Size of Adjusted Gross
Income, Tax Year 2003--Continued

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

Tax generated at specified rate--continued

Size of 28 percent (capital gains) 33 percent 35 percent Form 8615 3
adjusted gross income Number | Income Tax Number | Income Tax Number Income Tax Number | Income Tax
of taxed |generated of taxed generated of taxed generated of taxed |generated
returns | at rate at rate returns at rate at rate returns at rate at rate returns | atrate at rate
(38) (39) (40) (41) (42) (43) (44) (45) (46) (47) (48) (49)

Total 9,600 | 805,760 225,613 | 2,029,605 |170,336,243 | 56,210,960 | 752,028 | 367,903,515 | 128,766,230 | 100,337 | 882,194 186,486
Under $2,000 ".......ccccoevrenennnns - - - - - - - - - 22,689 3,898 750
$2,000 under $4,000. - - - - - - - - - 34,182 49,352 9,376
$4,000 under $6,000. - - - - - - - - - *8,572 | *33,362 *7,338
$6,000 under $8,000................. - - - - - - - - -| *5969| *29,057 *4,647
$8,000 under $10,000 - - - - - - - - - *8,781| *65,401 *16,453
$10,000 under $12,000.... - - - - - - - - - *2,857 | *26,035 *6,064
$12,000 under $14,000............. - - - - - - - - - *1,905| *20,878 *4,339
$14,000 under $16,000.... - - - - - - - - - *1,905 | *26,778 *5,338
$16,000 under $18,000.... - - - - - - - - - *1,905| *29,011 *6,348
$18,000 under $20,000............. - - - - - - - - - *952 | *15,839 *3,144
$20,000 under $25,000.... - - - - - - - - - *2,982 | *61,774 *13,098
$25,000 under $30,000.... - - - - - - - - - *983 | *22,996 *8,012
$30,000 under $40,000............. - - - - - - -- - -- - - -
$40,000 under $50,000............. -- - - - - - - - -- *927 | *34,468 *8,316
$50,000 under $75,000............. *2,023 *459 *129 -- - - - - -- *3,707 | *226,240 *53,904
$75,000 under $100,000........... *2,044 *198 *55 *1,991 *14,027 *4,629 - - -- - - -
$100,000 under $200,000... *1,409 | *13,373 *3,744 121,812 2,052,877 677,449 2,967 58,057 20,320 *1,996 |*187,089 *28,140
$200,000 under $500,000......... 2,590 64,559 18,077 | 1,431,201 |103,760,959 | 34,241,116 | 300,261 | 17,267,594 6,043,658 *6 *1,491 *493
$500,000 under $1,000,000...... 478 76,105 21,309 | 315,549 || 42,743,102 | 14,105,224 | 295,852 | 79,298,284 | 27,754,399 *3 *1,954 *348
$1,000,000 under $1,500,000... 397 70,623 19,775 71,668 9,817,592 ] 3,239,805 68,501 | 47,587,535| 16,655,637 - - -
$1,500,000 under $2,000,000... 153 82,158 23,004 30,164 4,126,098 | 1,361,612 29,051 31,295,499 | 10,953,425 - - -
$2,000,000 under $5,000,000... 298 | 172,996 48,439 42,393 5,793,149 1,911,739 40,897 | 80,108,966 | 28,038,138 *11] *26,598 *5,267
$5,000,000 under $10,000,000. 122 | 161,733 45,285 9,705 1,331,518 439,401 9,492 | 43,304,234 15,156,482 *3| *19,972 *5,111
$10,000,000 or more.. 86| 163,555 45,795 5,122 696,920 229,984 5,007 | 68,983,346 | 24,144,171 - - -

* Estimate should be used with

* Includes returns with adjusted gross deficit.

caution because of the small number of sample returns on which it is based.

2 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 $750 and $7,500) on the parents' income tax return. This rate classification is comprised of those returns with a tax liability only from the dependent's income.

3 Form 8615 was filed for a child under age 14 to report the child's investment income in excess of $1,500. The returns in this rate classification 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

Tax Rate and by Filing Status, Tax Year 2003

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

All Joint returns and Returns of married
Tax rate returns returns of surviving spouses persons filing separately
classes Number Income Income tax Number Income Income tax Number Income Income tax
of taxed generated of taxed generated of taxed generated
returns at rate at rate returns at rate at rate returns at rate at rate
W) 2 ©)] @ ®) ®) @) @) ©

All tax rates.........cceevnmiienniennns 101,386,201 | 4,206,592,861 | 780,305,566 | 44,033,987 | 2,867,802,099 | 551,093,751 2,027,382 74,697,606 14,992,353
Spercent.......cocoeiviiiiiiiieen 9,833,227 33,552,373 1,677,619 5,735,137 21,989,140 1,099,457 109,279 358,270 17,913
8 percent 1,058,265 3,780,577 302,446 638,945 2,744,256 219,540 12,762 24,298 1,944
10 percent... 100,367,644 914,053,162 | 91,405,316 | 43,667,544 555,949,302 55,594,930 2,017,756 13,037,057 1,303,706
10 percent (capital gains)....... 1,445,014 3,942,692 394,269 837,753 2,774,756 277,476 12,290 22,530 2,253
10 percent (Form 8814) * 92,871 62,588 6,267 70,255 48,325 4,837 56 67 7
15 percent 74,461,039 | 1,583,782,894 | 237,567,434 | 35,870,035 | 1,052,826,848 | 157,924,027 1,721,892 24,754,136 3,713,120
15 percent (capital gains) 2..... 9,461,124 205,205,659 | 30,780,849 6,285,159 152,654,959 22,898,244 144,743 5,995,346 899,302
20 percent.........ccoovveeiieiiicnenn 2,188,286 75,411,601 15,082,320 1,441,471 57,677,194 11,535,439 25,602 2,464,341 492,868
25 percent.........ccoociiciiiciienn 26,738,916 640,244,673 | 160,061,168 | 14,119,838 423,664,278 | 105,916,069 652,367 9,830,617 2,457,654
25 percent (capital gains).. 349,114 7,250,430 1,812,607 236,994 5,705,659 1,426,415 4,929 185,917 46,479
28 percent.........cccoeeeiiiiiiicnenn 5,459,365 199,378,501 55,825,980 3,635,902 143,892,642 40,289,940 160,274 2,894,980 810,594
28 percent (capital gains)....... 9,600 805,760 225,613 5,868 609,221 170,582 *12 *14,530 *4,068
33 percent.........ccooeiieiiiiiiennn 2,029,605 170,336,243 | 56,210,960 1,634,272 140,306,823 46,301,252 59,230 2,399,367 791,791
35 percent 752,028 367,903,515 | 128,766,230 641,635 306,958,696 | 107,435,544 22,824 12,716,151 4,450,653
Form 8615 °... 100,337 882,194 186,486 -- -- -- -- -- --

Returns of heads Returns of
Tax rate of households single persons
classes Number Income Income tax Number Income Income tax
of taxed generated of taxed generated
returns at rate at rate returns at rate at rate
(10) (11) (12) (13) (14) (15)

All tax rates 13,218,829 258,524,437 39,251,842 | 42,106,004 |1,005,568,719 | 174,967,619
B PEICENL. ...t e s e e e e 403,159 934,890 46,745 3,585,652 10,270,073 513,504
8 percent 34,235 80,776 6,462 372,323 931,248 74,500
10 percent... 13,184,715 102,452,847 10,245,285 | 41,497,629 | 242,613,955 24,261,396
10 percent (capital gains) 52,205 149,977 14,998 542,765 995,430 99,543
10 percent (Form 8814) * 19,653 12,773 1,281 *2,907 *1,421 *143
15 percent 7,628,714 105,116,730 15,767,510 | 29,240,398 | 401,085,180 60,162,777
15 percent (capital gains) 2... 254,126 4,043,136 606,470 2,777,097 42,512,217 6,376,833
20 percent 48,027 1,325,228 265,046 673,186 13,944,838 2,788,968
25 percent 1,450,057 28,069,853 7,017,463 | 10,516,654 | 178,679,925 44,669,981
25 percent (capital gains).. 11,082 188,343 47,086 96,109 1,170,512 292,628
28 percent 141,741 4,805,859 1,345,641 1,521,448 47,785,019 13,379,805
28 percent (capital gains).. *8 *5,732 *1,605 3,712 176,275 49,357
33 percent 50,672 4,107,496 1,355,474 285,431 23,522,557 7,762,444
35 percent 15,740 7,230,795 2,530,778 71,829 40,997,872 14,349,255
Form 8615 ... -- -- -- 100,337 882,194 186,486

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

* 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
between $750 and $7,500) on the parents' income tax return. This rate classification is comprised of those returns with a tax liability only from the dependent's income.

2 The 15-percent capital gain rate also includes qualified dividends.

3 Form 8615 was filed for a child under age 14 to report the child's investment income in excess of $1,500. The returns in this rate classification are not distributed by tax rate.

NOTE: Detail may not add to totals because of rounding.
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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 2002 and 2003

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

Tax Year 2002 Tax Year 2003
Type of tax computation Income tax before credits Tax Difference Income tax before credits Tax Difference
by size of (regular tax computation)’ generated due to (regular tax computation)’ generated due to
adjusted gross income Number of special tax Number of special tax
returns Amount Amount computation? returns Amount Amount computation?
() (2) () (4) ©)] (6) @) 8)
Returns with regular tax
computation only
Total 95,006,533 | 660,142,161 660,083,613 - 82,147,347 || 381,712,020 | 381,631,905 -
Under $5,000 * 863,865 54,179 54,854 - 498,096 23,906 23,963 -
$5,000 under $10,000. 4,768,480 859,126 859,911 - 4,485,904 772,467 773,686 -
$10,000 under $15,000............cocceveue 7,172,217 3,253,482 3,253,477 - 6,566,178 2,924,231 2,924,231 -
$15,000 under $20,000.. 9,281,861 7,295,005 7,294,518 - 8,136,494 6,136,778 6,136,555 -
$20,000 under $25,000.. 9,100,242 11,206,471 11,206,430 - 8,249,208 9,897,516 9,897,334 -
$25,000 under $30,000.. 8,032,558 14,592,733 14,592,420 - 7,484,672 12,745,641 12,745,380 -
$30,000 under $40,000.. 13,162,528 35,718,891 35,718,641 - 12,126,516 30,991,127 30,997,763 -
$40,000 under $50,000.. 9,845,728 40,123,616 40,123,249 - 8,714,704 33,417,662 33,416,902 -
$50,000 under $75,000 15,909,314 101,181,342 101,175,544 - 13,668,482 81,292,197 81,284,030 -
$75,000 under $100,000... . 8,195,014 87,546,568 87,539,685 - 6,749,566 63,748,432 63,742,626 -
$100,000 under $200,000.................. 6,979,731 144,876,877 144,865,318 - 4,844,605 86,684,577 86,663,837 -
$200,000 under $500,000 1,377,068 90,716,998 90,703,589 - 554,869 32,361,381 32,333,999 -
$500,000 under $1,000,000.. 221,717 44,163,303 44,153,661 - 51,396 9,408,199 9,401,367 -
$1,000,000 under $1,500,000 47,078 18,122,445 18,120,554 - 8,588 3,008,567 2,997,805 -
$1,500,000 under $2,000,000.. 17,748 9,979,765 9,974,473 - 3,209 1,656,493 1,655,714 -
$2,000,000 under $5,000,000 24,371 24,110,384 24,109,537 - 3,936 3,581,615 3,580,726 -
$5,000,000 under $10,000,000... 4,901 11,378,370 11,375,150 - 681 1,442,482 1,438,779 -
$10,000,000 or more 2,110 14,962,608 14,962,603 - 244 1,618,749 1,617,209 -
Returns with Form 8615
tax computation

Total 126,639 229,749 289,448 59,699 100,337 161,140 191,617 30,477
Under $5,000 °........ccccoerrrrrnrnns 81,579 13,515 22,631 9,116 57,824 9,676 13,949 4,273
$5,000 under $10,000..........c.ccverenenen 23,166 12,593 32,305 19,711 22,370 14,429 28,950 14,521
$10,000 under $15,000.. *8,374 *11,901 *25,465 *13,564 *4,762 *5,901 *10,664 *4,762
$15,000 under $20,000.. *2,875 *6,437 *15,093 *8,656 *4,762 *9,609 *15,110 *5,500
$20,000 under $25,000.. *3,833 *9,997 *17,348 *7,352 *2,982 *8,432 *13,207 *4,775
$25,000 under $30,000.. *959 *1,312 *1,596 *284 *983 *3,167 *8,051 *4,885
$30,000 under $40,000.. *959 *6,366 *10,988 *4,622 - - - -
$40,000 under $50,000.. *918 *7,151 *7,787 *635 *927 *5,658 *8,316 *2,658
$50,000 under $75,000.. *1,883 *11,543 *21,329 *9,787 *3,707 *45,083 *53,974 *8,891
$75,000 under $100,000.................... - - - - - - - -
$100,000 under $200,000. *1,977 *62,724 *69,550 *6,827 *1,996 *42,109 *28,178 *-13,931
$200,000 under $500,000. *6 *295 *415 *119 *6 *417 *493 *75
$500,000 under $1,000,000............... - - - - *3 *626 *348 *-278
$1,000,000 under $1,500,000.. . *57 *23,307 *15,475 *-7,832 - - - -
$1,500,000 under $2,000,000............ *25 *14,317 *12,143 *-2,174 - - - -
$2,000,000 under $5,000,000 *20 *21,952 *17,660 *-4,292 *11 *9,099 *5,267 *-3,832
$5,000,000 under $10,000,000... **9 **26,340 **19,663 **.6,676 *3 *6,935 *5,111 *-1,824

$10,000,000 Or more.............c...........

Hok

wok

wok

Hok

Footnotes at end of table.
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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 2002 and 2003--Continued

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

Tax Year 2002 Tax Year 2003
Type of tax computation Income tax before credits Tax Difference Income tax before credits Tax Difference
by size of (regular tax computation)’ generated due to (regular tax computation)’ generated due to
adjusted gross income Number of special tax Number of special tax
returns Amount Amount computation? returns Amount Amount computation?
() 2) ©)] “4) ®) (©)] @ @)
Returns with Schedule D
and qualified dividends
tax computation

Total 6,718,343 186,541,944 161,211,206 -25,330,738 18,130,947 | 426,097,569 || 387,710,790 -38,386,778
Under $5,000 * 57,594 6,560 6,127 -434 133,283 14,969 12,196 -2,773
$5,000 under $10,000. 82,409 25,730 23,702 -2,028 211,955 58,272 50,693 -7,579
$10,000 under $15,000.. 151,722 75,128 70,596 -4,532 507,209 211,263 189,838 -21,426
$15,000 under $20,000.. 252,796 221,993 207,723 -14,269 659,170 504,952 446,728 -58,224
$20,000 under $25,000.. 259,022 358,546 338,440 -20,105 663,998 770,651 690,889 -79,762
$25,000 under $30,000.. 274,385 490,748 466,680 -24,068 709,789 1,199,604 1,111,016 -88,588
$30,000 under $40,000.. 577,051 1,637,956 1,558,206 -79,750 1,533,086 3,913,709 3,680,071 -233,637
$40,000 under $50,000...........c.cccceveven 598,978 2,554,882 2,438,032 -116,850 1,600,422 6,303,544 5,948,858 -354,686
$50,000 under $75,000 1,385,152 9,512,110 9,057,340 -454,771 3,581,292 23,132,266 22,071,678 -1,060,588
$75,000 under $100,000... 1,012,232 11,495,459 11,008,782 -486,677 2,730,047 27,241,080 26,131,200 -1,109,881
$100,000 under $200,000. 1,386,719 32,883,305 30,984,697 -1,898,608 3,948,233 81,148,935 77,705,196 -3,443,739
$200,000 under $500,000. 506,800 36,158,488 32,360,059 -3,798,428 1,405,648 90,627,525 84,270,561 -6,356,964
$500,000 under $1,000,000.. 107,662 22,130,298 18,899,231 -3,231,068 293,070 54,920,124 49,865,007 -5,055,117
$1,000,000 under $1,500,000 28,622 11,254,706 9,296,093 -1,958,613 69,171 24,869,061 22,192,520 -2,676,541
$1,500,000 under $2,000,000 12,405 7,157,939 5,863,288 -1,294,651 28,964 15,165,888 13,437,905 -1,727,983
$2,000,000 under $5,000,000............ 17,730 17,941,699 14,329,554 -3,612,145 41,098 37,663,505 32,624,470 -5,039,035
$5,000,000 under $10,000,000... 4,467 10,616,955 8,284,390 -2,332,565 9,470 20,411,266 17,306,079 -3,105,187
$10,000,000 or more 2,599 22,019,443 16,018,266 -6,001,177 5,041 37,940,955 29,975,886 -7,965,069

* Estimate should be used with caution due to the small number of sample returns on which it is based.
** Data combined to prevent disclosure of certain taxpayer information.

* Includes special tax not included in tax generated.
2 The difference between the amount of tax resulting from using provisions of one of the special tax computations and the amount of tax resulting from the regular tax computation.
3 Includes returns with adjusted gross deficit.

NOTE: Detail may not add to totals because of rounding.
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Table 5.--Returns with Positive Adjusted Gross Income (AGI): Number of Returns, Shares of AGI 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 1986-2003

[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
() 2 3) “) (5) (6)
Number of returns: '
102,087,623 1,020,876 5,104,381 10,208,762 25,521,906 51,043,811
106,154,761 1,061,548 5,307,738 10,615,476 26,538,690 53,077,380
108,872,859 1,088,729 5,443,643 10,887,286 27,218,214 54,436,429
111,312,721 1,113,127 5,565,636 11,131,272 27,828,181 55,656,361
112,812,262 1,128,123 5,640,613 11,281,226 28,203,066 56,406,132
113,804,104 1,138,041 5,690,205 11,380,410 28,451,026 56,902,052
112,652,759 1,126,528 5,632,638 11,265,276 28,163,190 56,326,380
113,681,387 1,136,814 5,684,069 11,368,139 28,420,347 56,840,694
114,989,920 1,149,899 5,749,496 11,498,992 28,747,480 57,494,960
117,274,186 1,172,742 5,863,709 11,727,419 29,318,546 58,637,093
119,441,767 1,194,418 5,972,088 11,944 177 29,860,442 59,720,884
121,503,284 1,215,033 6,075,164 12,150,328 30,375,821 60,751,642
123,775,831 1,237,758 6,188,792 12,377,583 30,943,958 61,887,915
126,008,974 1,260,090 6,300,449 12,600,897 31,502,244 63,004,487
128,227,143 1,282,271 6,411,357 12,822,714 32,056,786 64,113,572
128,817,051 1,288,171 6,440,853 12,881,705 32,204,263 64,408,526
128,323,986 1,283,240 6,416,199 12,832,399 32,080,997 64,161,993
128,609,786 1,286,098 6,430,489 12,860,979 32,152,447 64,304,893
Adjusted gross income floor on percentiles
(current dollars):
N/A 118,818 62,377 48,656 32,242 17,302
N/A 139,289 68,414 52,921 33,983 17,768
N/A 157,136 72,735 55,437 35,398 18,367
N/A 163,869 76,933 58,263 36,839 18,993
N/A 167,421 79,064 60,287 38,080 19,767
N/A 170,139 81,720 61,944 38,929 20,097
N/A 181,904 85,103 64,457 40,378 20,803
N/A 185,715 87,386 66,077 41,210 21,179
N/A 195,726 91,226 68,753 42,742 21,802
N/A 209,406 96,221 72,094 44,207 22,344
N/A 227,546 101,141 74,986 45,757 23,174
N/A 250,736 108,048 79,212 48,173 24,393
N/A 269,496 114,729 83,220 50,607 25,491
N/A 293,415 120,846 87,682 52,965 26,415
N/A 313,469 128,336 92,144 55,225 27,682
N/A 292,913 127,904 92,754 56,085 28,528
N/A 285,424 126,525 92,663 56,401 28,654
N/A 295,495 130,080 94,891 57,343 29,019
Adjusted gross income floor on percentiles
(constant dollars): 2
N/A 108,411 56,913 44,394 29,418 15,786
N/A 122,614 60,224 46,585 29,915 15,641
N/A 132,828 61,484 46,861 29,922 15,526
N/A 132,152 62,043 46,986 29,709 15,317
N/A 128,096 60,493 46,126 29,135 15,124
N/A 124,919 60,000 45,480 28,582 14,756
N/A 129,654 60,658 45,942 28,780 14,828
N/A 128,522 60,475 45,728 28,519 14,657
N/A 132,069 61,556 46,392 28,841 14,711
N/A 137,406 63,137 47,306 29,007 14,661
N/A 145,026 64,462 47,792 29,163 14,769
N/A 156,222 67,320 49,353 30,014 15,198
N/A 164,427 69,999 50,775 30,877 15,553
N/A 176,119 72,537 52,630 31,792 15,855
N/A 182,038 74,527 53,510 32,070 16,075
N/A 165,394 72,221 52,374 31,669 16,108
N/A 158,657 70,331 51,508 31,351 15,928
N/A 160,595 70,696 51,571 31,165 15,771

Footnotes at end of Table 6.
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Table 5.--Returns with Positive Adjusted Gross Income (AGIl): Number of Returns, Shares of AGI 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 1986-2003--Continued

[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
6] 2) ()] “) 5) (6)
Adjusted gross income (millions of dollars):
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
1995... 4,244,607 619,610 1,222,723 1,704,513 2,689,820 3,627,542
1996... 4,590,527 736,545 1,393,805 1,909,149 2,952,637 3,944,383
1997... 5,023,457 872,826 1,597,107 2,151,401 3,267,600 4,327,992
1998... 5,469,211 1,010,245 1,796,647 2,393,716 3,589,600 4,721,430
1999... 5,909,329 1,152,820 2,011,763 2,652,835 3,927,308 5,126,164
2000... 6,423,977 1,336,773 2,267,403 2,955,386 4,313,786 5,589,755
2001... 6,241,036 1,094,296 1,996,492 2,690,589 4,071,034 5,379,286
2002... 6,113,778 985,781 1,867,787 2,553,475 3,935,504 5,244,029
2008... 6,287,586 1,054,567 1,960,676 2,663,470 4,078,227 5,407,851
Total income tax (millions of dollars):
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
1995... 588,331 178,035 287,741 357,402 472,808 561,225
1996... 658,124 212,626 335,433 411,404 535,164 629,684
1997... 727,303 241,239 377,241 459,639 594,007 696,161
1998... 788,452 274,009 424,506 512,836 651,964 755,240
1999... 877,292 317,419 486,464 583,002 732,890 842,168
2000... 980,521 366,929 553,670 660,150 823,706 942,179
2001... 887,882 300,898 472,823 576,163 736,053 852,642
2002... 796,862 268,608 428,680 523,812 668,558 768,963
2003 747,939 256,340 406,597 492,452 627,380 722,027
Average tax rate (percentage): *
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... 12.95 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 21.19 19.13 16.25 14.44
1993... 13.32 28.01 22.71 20.20 16.90 14.90
1994... 13.50 28.23 23.04 20.48 17.15 15.11
1995... 13.86 28.73 23.53 20.97 17.58 15.47
1996... 14.34 28.87 24.07 21.55 18.12 15.96
1997... 14.48 27.64 23.62 21.36 18.18 16.09
1998... 14.42 27.12 23.63 2142 18.16 16.00
1999... 14.85 27.53 24.18 21.98 18.66 16.43
2000... 15.26 27.45 24.42 22.34 19.09 16.86
2001... 14.23 27.50 23.68 21.41 18.08 15.85
2002... 13.03 27.25 22.95 20.51 16.99 14.66
2008... 11.90 24.31 20.74 18.49 15.38 13.35

Footnotes at end of Table 6.
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Table 5.--Returns with Positive Adjusted Gross Income (AGI): Number of Returns, Shares of AGI 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 1986-2003--Continued

[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
)] 2 ©)] @) ®) ©)]
Adjusted gross income share (percentage):
100.00 11.30 2411 35.12 59.04 83.34
100.00 12.32 25.67 36.90 60.75 84.37
100.00 15.16 28.51 39.45 62.44 85.07
100.00 14.19 27.84 39.00 62.28 85.04
100.00 14.00 27.62 38.77 62.13 84.97
100.00 12.99 26.83 38.20 61.85 84.87
100.00 14.23 28.01 39.23 62.47 85.08
100.00 13.79 27.76 39.05 62.45 85.08
100.00 13.80 27.85 39.19 62.64 85.11
100.00 14.60 28.81 40.16 63.37 85.46
100.00 16.04 30.36 41.59 64.32 85.92
100.00 17.38 31.79 42.83 65.05 86.16
100.00 18.47 32.85 43.77 65.63 86.33
100.00 19.51 34.04 44.89 66.46 86.75
100.00 20.81 35.30 46.01 67.15 87.01
100.00 17.53 31.99 43.11 65.23 86.19
100.00 16.12 30.55 41.77 64.37 85.77
100.00 16.77 31.18 42.36 64.86 86.01
100.00 25.75 42.57 54.69 76.02 93.54
100.00 24.81 43.26 55.61 76.92 93.93
100.00 27.58 45.62 57.28 77.84 94.28
100.00 25.24 43.94 55.78 77.22 94.17
100.00 2513 43.64 55.36 77.02 94.19
100.00 24.82 43.38 55.82 77.29 94.52
100.00 27.54 45.88 58.01 78.48 94.94
100.00 29.01 47.36 59.24 79.27 95.19
100.00 28.86 47.52 59.45 79.55 95.23
100.00 30.26 48.91 60.75 80.36 95.39
100.00 32.31 50.97 62.51 81.32 95.68
100.00 33.17 51.87 63.20 81.67 95.72
100.00 34.75 53.84 65.04 82.69 95.79
100.00 36.18 55.45 66.45 83.54 96.00
100.00 37.42 56.47 67.33 84.01 96.09
100.00 33.89 53.25 64.89 82.90 96.03
100.00 33.71 53.80 65.73 83.90 96.50
100.00 34.27 54.36 65.84 83.88 96.54

Footnotes at end of Table 6.
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Table 6.--Returns with Positive Adjusted Gross Income (AGI): Number of Returns, Shares of AGI and
Total Income Tax, 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 1986-2003

[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
() 2) ©)] 4) )] 6)
Number of returns:*
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 85,261,040 102,313,248 107,997,318 112,544,573
1994.... 114,989,920 57,494,960 86,242,440 103,490,928 109,240,424 113,840,021
1995.... 117,274,186 58,637,093 87,955,640 105,546,767 111,410,477 116,101,444
1996.... 119,441,767 59,720,883 89,581,325 107,497,590 113,469,679 118,247,349
1997.... 121,503,284 60,751,642 91,127,463 109,352,956 115,428,120 120,288,251
1998. 123,775,831 61,887,916 92,831,873 111,398,248 117,587,039 122,538,073
1999.... 126,008,974 63,004,487 94,506,731 113,408,077 119,708,525 124,748,884
2000.... 128,227,143 64,113,572 96,170,357 115,404,429 121,815,786 126,944,872
2001.... 128,817,051 64,408,526 96,612,788 115,935,346 122,376,198 127,528,880
2002.... 128,323,986 64,161,993 96,242,990 115,491,587 121,907,787 127,040,746
2003.... 128,609,786 64,304,893 96,457,340 115,748,807 122,179,297 127,323,688
Adjusted gross income (millions of dollars):

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
1989.... 3,298,858 493,623 1,244,380 2,012,319 2,380,437 2,830,779
1990.... 3,451,237 518,700 1,307,060 2,113,205 2,497,900 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
1995.... 4,244,607 617,065 1,554,788 2,540,094 3,021,884 3,624,997
1996.... 4,590,527 646,144 1,637,891 2,681,378 3,196,723 3,853,983
1997.... 5,023,457 695,465 1,755,857 2,872,056 3,426,350 4,150,631
1998.... 5,469,211 747,781 1,879,611 3,075,495 3,672,564 4,458,967
1999.... 5,909,329 783,164 1,982,021 3,256,494 3,897,565 4,756,509
2000.... 6,423,977 834,222 2,110,190 3,468,590 4,156,573 5,087,204
2001. 6,241,036 861,750 2,170,001 3,550,447 4,244,543 5,146,740
2002.... 6,113,778 869,750 2,178,274 3,560,303 4,245,991 5,127,997
6,287,586 879,735 2,209,359 3,624,117 4,326,911 5,233,019
366,979 23,690 88,002 166,276 210,739 272,488
369,046 22,391 85,189 163,816 209,404 277,488
412,761 23,616 91,464 176,350 224,459 298,920
432,838 25,239 98,580 191,380 242,650 323,579
447,061 25,986 102,721 199,547 251,973 334,723
448,349 24,554 101,837 198,067 253,869 337,081
476,163 24,093 102,463 199,950 257,683 345,007
502,720 24,157 104,203 204,912 264,637 356,884
534,754 25,499 109,353 216,852 280,648 380,418
588,331 27,106 115,523 230,929 300,590 410,296
658,124 28,440 122,960 246,720 322,691 445,498
727,303 31,134 133,296 267,664 350,062 486,064
788,452 33,212 136,488 275,615 363,946 514,442
877,292 35,126 144,402 294,290 390,828 559,874
980,521 38,343 156,816 320,371 426,851 613,592
887,882 35,239 151,826 311,719 415,059 586,984
796,862 27,899 128,304 273,050 368,182 528,254
747,932 25,912 120,564 255,486 341,341 491,597

Footnotes at end of table.




Individual Income Tax Rates and Shares, 2003

Table 6.--Returns with Positive Adjusted Gross Income (AGI): Number of Returns, Shares of AGI and
Total Income Tax, 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 1986-2003--Continued

[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
() (2) 3) 4) (5) (6)
Average tax rate (percentage): 4
14.54 5.63 8.51 10.15 11.00 12.17
13.12 5.09 7.71 9.23 10.01 11.25
13.21 5.06 7.80 9.32 10.05 11.28
13.12 5.11 7.92 9.51 10.19 11.43
12.95 5.01 7.86 9.44 10.09 11.28
12.75 4.61 7.59 9.12 9.87 11.04
12.94 4.39 7.42 8.94 9.73 10.93
13.32 4.29 7.35 8.90 9.70 10.96
13.50 4.32 7.39 9.00 9.82 11.14
13.86 4.39 7.43 9.09 9.95 11.32
14.34 4.40 7.51 9.20 10.09 11.56
14.48 4.48 7.59 9.32 10.22 11.71
14.42 4.44 7.26 8.96 9.91 11.54
14.85 4.49 7.29 9.04 10.03 11.77
15.26 4.60 7.43 9.24 10.27 12.06
14.23 4.09 7.00 8.78 9.78 11.41
13.03 3.21 5.89 7.67 8.67 10.30
11.90 2.95 5.46 7.05 7.89 9.39
Adjusted gross income share (percentage):
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 72.16 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 72.15 86.20
1995.. 100.00 14.54 36.63 59.84 71.19 85.40
1996.. 100.00 14.08 35.68 58.41 69.64 83.96
1997.. 100.00 13.84 34.95 57.17 68.21 82.63
1998.. 100.00 13.67 34.37 56.23 67.15 81.53
1999.. 100.00 13.25 33.54 55.11 65.96 80.49
2000.. 100.00 12.99 32.85 53.99 64.70 79.19
2001.. 100.00 13.81 34.77 56.89 68.01 82.47
2002.. 100.00 14.23 35.63 58.23 69.45 83.88
20083.. 100.00 13.99 35.14 57.64 68.82 83.23
Total income tax share (percentage):
100.00 6.46 23.98 45.31 57.43 74.25
100.00 6.07 23.08 44.39 56.74 75.19
100.00 5.72 22.16 42.72 54.38 72.42
100.00 5.83 22.78 44 .22 56.06 74.76
100.00 5.81 22.98 44.64 56.36 74.87
100.00 5.48 22.71 44.18 56.62 75.18
100.00 5.06 21.52 41.99 54.12 72.46
100.00 4.81 20.73 40.76 52.64 70.99
100.00 4.77 20.45 40.55 52.48 71.14
100.00 4.61 19.64 39.25 51.09 69.74
100.00 4.32 18.68 37.49 49.03 67.69
100.00 4.28 18.33 36.80 48.13 66.83
100.00 4.21 17.31 34.96 46.16 65.25
100.00 4.00 16.46 33.55 44.55 63.82
100.00 3.91 15.99 32.67 43.53 62.58
100.00 3.97 17.10 35.11 46.75 66.11
100.00 3.50 16.10 34.27 46.20 66.29
100.00 3.46 16.12 34.16 45.64 65.73

N/A-- Not applicable.

* 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 2003, there were 4,522 returns with
no adjusted gross income that reported income tax, mostly alternative minimum tax, totaling $78.6 million.
2 For Table 5, constant dollars were calculated using the U.S. Bureau of Labor Statistics' consumer price index for urban consumers (CPI-U, 1982-84=100).
2 Total income tax is the sum of income tax after credits and alternative minimum tax for 1999 and prior years (for 2000 and later years, alternative minimum tax is included in income
tax before credits) on returns that showed a positive amount for adjusted gross income. Therefore, total income tax excludes alternative minimum tax, Form 8814 tax (tax on a
child's interest or dividends), and Form 4972 tax (tax on lump-sum distributions from qualified retirement plans) reported on some returns with a negative amount for adjusted
gross income. See also footnote 1 and Figure D.
4 The average tax rate was computed by dividing total income tax (see footnote 3) by (positive) adjusted gross income.
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Individual Income Tax Rates and Shares, 2003

Table 7.--Returns with Positive "1979 Income Concept” Income: Number of Returns, Shares of Income
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, Tax Years

1986-2003
[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:
101,988,805 1,019,888 5,099,440 10,198,881 25,497,201 50,994,402
106,191,624 1,061,916 5,309,581 10,619,162 26,547,906 53,095,812
108,879,154 1,088,792 5,443,958 10,887,915 27,219,788 54,439,577
111,328,835 1,113,288 5,566,442 11,132,884 27,832,209 55,664,418
112,717,959 1,127,180 5,635,898 11,271,796 28,179,490 56,358,980
113,823,123 1,138,231 5,691,156 11,382,312 28,455,781 56,911,562
112,687,747 1,126,877 5,634,387 11,268,775 28,171,937 56,343,874
113,721,706 1,137,217 5,686,085 11,372,171 28,430,426 56,860,853
115,061,112 1,150,611 5,753,056 11,506,111 28,765,278 57,530,556
117,333,779 1,173,338 5,866,689 11,733,378 29,333,445 58,666,889
119,487,813 1,194,878 5,974,391 11,948,781 29,871,953 59,743,906
121,555,156 1,215,552 6,077,758 12,155,516 30,388,789 60,777,578
123,852,016 1,238,520 6,192,601 12,385,202 30,963,004 61,926,008
126,107,596 1,261,076 6,305,380 12,610,760 31,526,899 63,053,798
128,340,271 1,283,403 6,417,014 12,834,027 32,085,068 64,170,135
128,863,007 1,288,630 6,443,150 12,886,301 32,215,752 64,431,504
128,415,184 1,284,152 6,420,759 12,841,518 32,103,796 64,207,592
128,757,145 1,287,571 6,437,857 12,875,715 32,189,286 64,378,573
N/A 147,863 68,362 52,035 33,623 17,909
N/A 145,624 69,222 53,094 34,165 17,959
N/A 161,774 73,451 55,532 35,432 18,534
N/A 169,603 77,542 58,429 36,783 19,152
N/A 174,813 80,400 60,623 38,026 19,947
N/A 180,268 83,300 62,413 38,913 20,302
N/A 197,031 87,370 65,283 40,423 21,041
N/A 199,698 88,992 66,685 41,013 21,390
N/A 210,742 93,186 69,118 42,480 22,000
N/A 224,523 98,420 72,210 43,860 22,575
N/A 246,268 103,489 75,574 45,508 23,378
N/A 268,889 110,949 79,598 47,738 24,551
N/A 301,513 120,262 84,904 50,232 25,612
N/A 332,253 126,643 89,172 52,399 26,487
N/A 353,945 134,128 93,715 54,592 27,647
N/A 323,861 131,728 93,633 55,203 28,404
N/A 315,937 132,253 93,833 55,695 28,541
N/A 327,160 134,818 96,021 56,573 28,896
N/A 134,912 62,374 47 477 30,678 16,340
N/A 128,190 60,935 46,738 30,075 15,809
N/A 136,749 62,089 46,942 29,951 15,667
N/A 136,777 62,534 47,120 29,664 15,445
N/A 133,751 61,515 46,383 29,094 15,262
N/A 132,355 61,160 45,825 28,571 14,906
N/A 140,436 62,274 46,531 28,812 14,997
N/A 138,199 61,586 46,149 28,383 14,803
N/A 142,201 62,879 46,638 28,664 14,845
N/A 147,325 64,580 47,382 28,780 14,813
N/A 156,959 65,959 48,167 29,004 14,900
N/A 167,532 69,127 49,594 29,743 15,297
N/A 183,962 73,375 51,802 30,648 15,627
N/A 199,432 76,016 53,525 31,452 15,899
N/A 205,543 77,891 54,422 31,703 16,055
N/A 182,869 74,381 52,870 31,171 16,038
N/A 175,618 73,515 52,158 30,959 15,865
N/A 177,804 73,271 52,185 30,746 15,704

Footnotes at end of Table 8.
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Table 7.--Returns with Positive "1979 Income Concept” Income: Number of Returns, Shares of Income
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, Tax Years

1986-2003--Continued

[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

()] @ @ @) ®) ©)

Income (millions of dollars):
2,804,691 427,513 796,935 1,097,550 1,732,231 2,368,620
2,856,118 363,880 749,240 1,067,438 1,741,747 2,411,715
3,153,639 484,675 911,170 1,255,108 1,973,061 2,683,524
3,336,571 486,976 947,363 1,317,619 2,085,003 2,838,481
3,497,118 504,687 987,582 1,376,162 2,182,091 2,973,847
3,577,337 478,756 985,590 1,390,924 2,224,979 3,038,428
3,763,002 556,421 1,090,019 1,509,728 2,369,701 3,206,490
3,849,532 554,075 1,105,014 1,537,285 2,422,475 3,278,866
4,033,642 579,564 1,161,972 1,617,250 2,544,400 3,436,167
4,317,506 653,717 1,284,726 1,772,890 2,754,988 3,692,267
4,670,644 772,868 1,462,979 1,984,931 3,025,107 4,015,461
5,112,706 918,007 1,679,877 2,242,353 3,353,245 4,409,075
5,626,390 1,072,779 1,925,214 2,542,399 3,742,006 4,869,467
6,082,931 1,236,081 2,166,370 2,825,789 4,099,929 5,290,805
6,601,494 1,424,436 2,430,957 3,138,299 4,495,910 5,758,808
6,361,523 1,159,037 2,121,055 2,828,677 4,202,776 5,491,703
6,262,714 1,057,775 2,005,658 2,712,226 4,092,069 5,383,263
6,429,711 1,122,582 2,091,401 2,813,645 4,226,517 5,539,087
366,763 93,128 155,553 198,862 277,578 342,296
368,924 89,908 158,485 204,050 282,970 346,228
412,549 112,208 186,793 235,121 320,152 388,631
432,643 107,508 188,588 240,229 333,285 407,106
446,906 110,530 192,991 245,856 342,926 420,345
448,177 107,926 192,548 246,745 345,168 423,180
476,067 127,361 216,303 272,361 372,352 451,494
502,638 142,329 235,908 294,238 397,261 477,997
534,693 150,133 250,770 314,909 423,743 508,540
588,292 173,877 284,036 354,427 471,035 560,748
658,059 208,071 331,404 407,726 532,750 628,918
731,123 238,978 376,046 459,674 595,060 699,131
783,437 262,464 413,303 503,577 644,182 749,547
877,199 307,382 479,531 577,903 729,679 841,172
980,459 355,911 546,102 654,155 819,937 941,304
887,770 291,907 466,057 570,430 732,094 851,539
796,763 259,192 420,834 517,937 664,670 767,890
747,800 248,107 400,202 487,657 624,070 720,861
Average tax rate (percentage): 3

1986.... 13.08 21.78 19.52 18.12 16.02 14.45
1987.... 12.92 24.71 21.15 19.12 16.25 14.36
1988.... 13.08 23.15 20.50 18.73 16.23 14.48
1989.... 12.97 22.08 19.91 18.23 15.98 14.34
1990.... 12.78 21.90 19.54 17.87 15.72 14.13
1991. 12.53 22.54 19.54 17.74 15.51 13.93
1992. 12.65 22.89 19.84 18.04 15.71 14.08
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
1995.... 13.63 26.60 22.11 19.99 17.10 15.19
1996.... 14.09 26.92 22.65 20.54 17.61 15.66
1997.... 14.30 26.03 22.39 20.50 17.75 15.86
1998 ... 13.92 24 .47 2147 19.81 17.21 15.39
1999.... 14.42 24.87 22.14 20.45 17.80 15.90
2000.... 14.85 24.99 22.46 20.84 18.24 16.35
2001.... 13.96 25.19 21.97 20.17 17.42 15.51
2002.... 12.72 24.50 20.98 19.10 16.24 14.26
2003 11.63 22.10 19.14 17.33 14.77 13.01

Footnotes at end of Table 8.
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Table 7.--Returns with Positive "1979 Income Concept" Income: Number of Returns, Shares of Income
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, Tax Years

1986-2003--Continued

[All figures are estimates based on samples]

Descending cumulative percentiles

ltem, tax year Total Top Top Top Top Top
1 percent 5 percent 10 percent 25 percent 50 percent
W) @) ©)] ) ®) ©)
Income share (percentage):
100.00 15.24 28.41 39.13 61.76 84.45
100.00 12.74 26.23 37.37 60.98 84.44
100.00 15.37 28.89 39.80 62.56 85.09
100.00 14.60 28.39 39.49 62.49 85.07
100.00 14.43 28.24 39.35 62.40 85.04
100.00 13.38 27.55 38.88 62.20 84.94
100.00 14.79 28.97 40.12 62.97 85.21
100.00 14.39 28.71 39.93 62.93 85.18
100.00 14.37 28.81 40.09 63.08 85.19
100.00 15.14 29.76 41.06 63.81 85.52
100.00 16.55 31.32 42.50 64.77 85.97
100.00 17.96 32.86 43.86 65.59 86.24
100.00 19.07 34.22 45.19 66.51 86.55
100.00 20.32 35.61 46.45 67.40 86.98
100.00 21.58 36.82 47.54 68.10 87.23
100.00 18.22 33.34 44.47 66.07 86.33
100.00 16.89 32.03 43.31 65.34 85.96
100.00 17.46 32.53 43.76 65.73 86.15
Total income tax share (percentage):
1986... 100.00 25.39 42.41 54.22 75.68 93.33
1987... 100.00 24.37 42.96 55.31 76.70 93.85
1988 100.00 27.20 45.28 56.99 77.60 94.20
1989... 100.00 24.85 43.59 55.53 77.03 94.10
1990... 100.00 24.73 43.18 55.01 76.73 94.06
1991... 100.00 24.08 42.96 55.06 77.02 94.42
1992... 100.00 26.75 45.44 57.21 78.21 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
1995... 100.00 29.56 48.28 60.25 80.07 95.32
1996... 100.00 31.62 50.36 61.96 80.96 95.57
1997... 100.00 32.69 51.43 62.87 81.39 95.62
1998 100.00 33.50 52.76 64.28 82.23 95.67
1999... 100.00 35.04 54.67 65.88 83.18 95.89
2000... 100.00 36.30 55.70 66.72 83.63 96.01
2001... 100.00 32.88 52.50 64.25 82.46 95.92
2002... 100.00 32.53 52.82 65.01 83.42 96.38
2003... 100.00 33.18 53.52 65.21 83.45 96.40

Footnotes at end of Table 8.
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Table 8.--Returns with Positive "1979 Income Concept" Income: Number of Returns, Shares of Income
and Total Income Tax, and Average Tax Rates, by Selected Ascending Cumulative Percentiles of
Returns Based on Income Size, Tax Years 1986-2003

[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) (4) (5) (6)
Number of returns:
101,988,805 50,994,402 76,491,604 91,789,924 96,889,365 100,968,917
106,191,624 53,095,812 79,643,718 95,572,462 100,882,043 105,129,708
108,879,154 54,439,577 81,659,366 97,991,239 103,435,196 107,790,362
111,328,835 55,664,417 83,496,626 100,195,951 105,762,393 110,215,547
112,717,959 56,358,980 84,538,469 101,446,163 107,082,061 111,590,779
113,823,123 56,911,562 85,367,342 102,440,811 108,131,967 112,684,892
112,687,747 56,343,874 84,515,810 101,418,972 107,053,360 111,560,870
113,721,706 56,860,853 85,291,280 102,349,535 108,035,621 112,584,489
115,061,112 57,530,556 86,295,834 103,555,001 109,308,056 113,910,501
117,333,779 58,666,890 88,000,334 105,600,401 111,467,090 116,160,441
119,487,813 59,743,907 89,615,860 107,539,032 113,513,422 118,292,935
121,555,156 60,777,578 91,166,367 109,399,640 115,477,398 120,339,604
123,852,016 61,926,008 92,889,012 111,466,814 117,659,415 122,613,496
126,107,596 63,053,798 94,580,697 113,496,836 119,802,216 124,846,520
128,340,271 64,170,135 96,255,203 115,506,243 121,923,257 127,056,868
128,863,007 64,431,504 96,647,255 115,976,706 122,419,857 127,574,377
128,415,184 64,207,592 96,311,388 115,573,666 121,994,425 127,131,032
128,757,145 64,378,573 96,567,859 115,881,431 122,319,288 127,469,574
Income (millions of dollars):

1986.. 2,804,691 436,071 1,072,460 1,707,142 2,007,756 2,377,178
1987.. 2,856,118 444,403 1,114,372 1,788,680 2,106,878 2,492,238
1988 3,153,639 470,115 1,180,578 1,898,531 2,242,469 2,668,964
1989.. 3,336,571 498,089 1,251,567 2,018,952 2,389,207 2,849,595
1990.. 3,497,118 523,271 1,315,027 2,120,956 2,509,535 2,992,431
1991 3,577,337 538,910 1,352,358 2,186,413 2,591,748 3,098,582
1992.. 3,763,002 556,512 1,393,300 2,253,273 2,672,983 3,206,581
1993.. 3,849,532 570,666 1,427,057 2,312,247 2,744,518 3,295,456
1994 4,033,642 597,475 1,489,242 2,416,392 2,871,670 3,454,078
1995.. 4,317,506 625,239 1,562,518 2,544,615 3,032,780 3,663,789
1996.. 4,670,644 655,183 1,645,537 2,685,713 3,207,665 3,897,777
1997 5,112,706 703,631 1,759,461 2,870,353 3,432,828 4,194,699
1998 . 5,626,390 756,923 1,884,384 3,083,991 3,701,176 4,553,611
1999.. 6,082,931 792,125 1,983,002 3,257,142 3,916,561 4,846,850
2000 6,601,494 842,686 2,105,584 3,463,195 4,170,537 5,177,058
2001.. 6,361,523 869,820 2,158,748 3,632,846 4,240,468 5,202,486
2002.. 6,262,714 879,451 2,170,646 3,550,488 4,257,056 5,204,939
6,429,711 890,624 2,203,193 3,616,066 4,338,310 5,307,129
366,763 24,467 89,186 167,901 211,210 273,635
368,924 22,696 85,954 164,874 210,439 279,016
412,549 23,918 92,397 177,429 225,756 300,341
432,643 25,537 99,358 192,414 244,055 325,135
446,906 26,562 103,980 201,050 253,915 336,376
448,177 24,997 103,009 201,432 255,629 340,251
476,067 24,573 103,715 203,706 259,764 348,706
502,638 24,641 105,377 208,400 266,730 360,309
534,693 26,153 110,950 219,783 283,923 384,560
588,292 27,544 117,257 233,864 304,256 414,415
658,059 29,142 125,310 250,333 326,655 449,988
731,123 31,992 136,063 271,450 355,078 492,146
783,437 33,889 139,249 279,860 370,134 520,973
877,199 36,027 147,520 299,294 397,669 569,817
980,459 39,155 160,521 326,304 434,357 624,548
887,770 36,230 155,676 317,341 421,713 595,863
796,763 28,872 132,093 278,827 375,930 537,571
747,800 26,939 123,731 260,143 347,598 499,694

Footnotes at end of table.




Individual Income Tax Rates and Shares, 2003

Table 8.--Returns with Positive "1979 Income Concept” Income: Number of Returns, Shares of Income
and Total Income Tax, and Average Tax Rates, by Selected Ascending Cumulative Percentiles of
Returns Based on Income Size, Tax Years 1986-2003--Continued

[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) (4) (5) (6)
Average tax rate (percentage): *
13.08 5.61 8.32 9.84 10.52 11.51
12.92 5.11 7.71 9.22 9.99 11.20
13.08 5.09 7.83 9.35 10.07 11.25
12.97 5.13 7.94 9.53 10.21 11.41
12.78 5.08 7.91 9.48 10.12 11.24
12.53 4.64 7.62 9.21 9.86 10.98
12.65 4.42 7.44 9.04 9.72 10.87
13.06 4.32 7.38 9.01 9.72 10.93
13.26 4.38 7.45 9.10 9.89 11.13
13.63 4.41 7.50 9.19 10.03 11.31
14.09 4.45 7.62 9.32 10.18 11.54
14.30 4.55 7.73 9.46 10.34 11.73
13.92 4.48 7.39 9.07 10.00 11.44
14.42 4.55 7.44 9.19 10.15 11.76
14.85 4.65 7.62 9.42 10.41 12.06
13.96 4.17 7.21 8.98 9.95 11.45
12.72 3.28 6.09 7.85 8.83 10.33
11.63 3.02 5.62 7.19 8.01 9.42
100.00 15.55 38.24 60.87 71.59 84.76
100.00 15.56 39.02 62.63 73.77 87.26
100.00 14.91 37.44 60.20 71.11 84.63
100.00 14.93 37.51 60.51 71.61 85.40
100.00 14.96 37.60 60.65 71.76 85.57
100.00 15.06 37.80 61.12 72.45 86.62
100.00 14.79 37.03 59.88 71.03 85.21
100.00 14.82 37.07 60.07 71.29 85.61
100.00 14.81 36.92 59.91 71.19 85.63
100.00 14.48 36.19 58.94 70.24 84.86
100.00 14.03 35.23 57.50 68.68 83.45
100.00 13.76 34.41 56.14 67.14 82.04
100.00 13.45 33.49 54.81 65.78 80.93
100.00 13.02 32.60 53.55 64.39 79.68
100.00 12.77 31.90 52.46 63.18 78.42
100.00 13.67 33.93 55.53 66.66 81.78
100.00 14.04 34.66 56.69 67.97 83.11
100.00 13.85 34.27 56.24 67.47 82.54
100.00 6.67 24.32 45.78 57.59 74.61
100.00 6.15 23.30 44.69 57.04 75.63
100.00 5.80 22.40 43.01 54.72 72.80
100.00 5.90 22.97 44.47 56.41 75.15
100.00 5.94 23.27 44.99 56.82 75.27
100.00 5.58 22.98 44.94 57.04 75.92
100.00 5.16 21.79 42.79 54.56 73.25
100.00 4.90 20.96 41.46 53.07 71.68
100.00 4.89 20.75 41.10 53.10 71.92
100.00 4.68 19.93 39.75 51.72 70.44
100.00 4.43 19.04 38.04 49.64 68.38
100.00 4.38 18.61 37.13 48.57 67.31
100.00 4.33 17.77 35.72 47.24 66.50
100.00 4.1 16.82 34.12 45.33 64.96
100.00 3.99 16.37 33.28 44.30 63.70
100.00 4.08 17.54 35.75 47.50 67.12
100.00 3.62 16.58 34.99 47.18 67.47
100.00 3.60 16.55 34.79 46.48 66.82

N/A--Not applicable.

' For Table 7, constant dollars were calculated using the U.S. Bureau of Labor Statistics' consumer price index for urban consumers (CPI-U, 1982-84=100).

2 Total income tax is the sum of income tax after credits and the alternative minimum tax for 1999 and prior years. For 2000 and following years, alternative minimum tax is included
in income tax before credits (see Figure D).

2 Average tax rate was computed by dividing total income tax (see footnote 2) by income, using the 1979 income concept (see text and Figure G).
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Organization Reporting Quality ;.. coc ziter

he number of tax-exempt organizations filing

Forms 990-T, Exempt Organization Business

Income Tax Returns, decreased only slightly
between Tax Years 2001 and 2002, from 35,540 to
35,103. However, 2002 marked the fourth consecu-
tive year of declining filings of Forms 990-T to report
“unrelated business income” (UBI) and taxes. From
Tax Year 1998 to Tax Year 2002, the number of
organizations filing Forms 990-T dropped nearly 25
percent. The 13,395 returns filed with gross UBI of
$10,000 or less represented a 6 percent increase over
2001, but a 40 percent decrease since 1998. The
number of returns with gross UBI over $10,000 fell
by 10 percent over the 4-year period. Figure A
contains these and other statistics for selected major
financial data items reported on Forms 990-T for Tax
Years 1998, 2001, and 2002.

Gross UBI reported on Forms 990-T, which was
an aggregate $7.8 billion for 2002, grew by 11 per-
cent between 1998 and 2000, but then declined by 8
percent from 2000 to 2002, resulting in an overall
2.5 percent growth from 1998 to 2002. After offset-
ting total gross UBI with $7.9 billion of total deduc-
tions, the resulting unrelated business taxable income
(less deficit) was -$0.1 billion for 2002. Unrelated
business (positive) taxable income (UBTI) of $647.2
million and the associated unrelated business income
tax (UBIT) of $194.1 million reported on Tax Year
2002 Forms 990-T were a respective 18 percent and
1 percent less than that reported for 2001 [1]. From
1998 to 2002, taxable income and the associated
UBIT liability declined sharply, by 61 percent and 62
percent, respectively.

Figure B shows the computation of total tax
liability for Tax Year 2002. After adjusting UBIT
with certain credits and other taxes, the resulting total
tax reported on Form 990-T for 2002 was $192.7
million, a 13 percent decrease from 2001. Total tax
for 2002 takes into account $194.1 million of UBIT,
plus $1.1 million of alternative minimumtax, $1.1
million of “proxy tax” on certain nondeductible lobby-
ing and political expenditures, and $0.07 million of
“other” taxes, minus $3.6 million of tax credits [2, 3].

Margaret Riley is a statistician with the Special Studies
Special Projects Section. This article was prepared
under the direction of Barry W. Johnson, Chief.

Tax credits included the foreign tax credit ($1.6
million), general business credit ($1.4 million), credit
for prior-year minimum tax ($0.3 million), and “other”
credits ($0.2 million). (Detail does not equal totals
because of rounding.)

Declines in Unrelated Business Taxable Income
and Tax

The decline between 1998 and 2002 in the UBTI of
tax-exempt trusts was much greater than the decline
in the UBTI of tax-exempt corporations [4]. As a
result of the more rapid decline in the UBTI reported
by tax-exempt trusts, the share of UBTI reported by
tax-exempt corporations increased from 51 percent
to 70 percent, respectively, of the total amount of
UBTI reported for 1998 and 2002 [5]. The $192.6
million of UBTI reported by tax-exempt trusts for
2002 reflected a 76 percent drop from the $811.1
million reported for 1998, while the UBTI reported by
tax-exempt corporations declined by 47 percent, from
$858.7 million to $454.6 million between 1998 and
2002. The UBIT liability of trusts decreased by 72
percent during this 4-year period, while that of tax-
exempt corporations declined by 52 percent.

In large part, the decline in the amount of UBTI
reported by trusts filing Forms 990-T can be attrib-
uted to IRC section 501(c)(9) voluntary employees’
beneficiary associations (VEBAs) and section 401(a)
pension, profit-sharing, and stock bonus plans [6].
(The various types of tax-exempt organizations
subject to the unrelated business income tax provi-
sions are described, by Code section, in the Appendix
to this article.) These organizations together ac-
counted for a respective 92 percent and 78 percent
of the UBTI of trusts for 1998 and 2002. The UBIT
of VEBAs fell by 83 percent between the 4 years,
and that of section 401(a) trusts fell by 68 percent.

Among the many factors that can influence the
amount of an organization’s unrelated business tax-
able income and tax, the types of unrelated business
activities in which they engage, and which generate
their various types of unrelated business income, are
key. Volatility of financial markets during the 1999 to
2002 period appears to be responsible for some of the
annual decreases in unrelated business taxable in-
come and tax reported, especially by tax-exempt
trusts. Since these types of entities’ main source of
income is investments, the annual amounts of total
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Selected Items from Forms 990-T, Exempt Organization Business Income Tax Returns,
Tax Years 1998, 2001, and 2002

[Money amounts are in thousands of dollars]

Percentage change
Item 1998 2001 2002
2001 to 2002 1998 to 2002
W) @ ®) @ ®)
Number of returns, total 46,208 35,540 35,103 -1.2 -24.0
With gross unrelated business income of $10,000 or less"... 22,124 12,653 13,395 5.9 -39.5
With gross unrelated business income over $10,000" 24,084 22,888 21,708 -5.2 9.9
With unrelated business taxable income 24,332 15,277 14,495 -5.1 -40.4
Without unrelated business taxable income? .... 21,876 20,264 20,608 1.7 -5.8
Gross unrelated business income 7,584,915 7,900,464 7,776,017 -1.6 25
Total deductions?® 6,484,443 7,882,907 7,922,208 0.5 22.2
Unrelated business taxable income (less deficit) 1,100,470 17,557 -146,191 -932.7 -113.3
Unrelated business taxable income ... 1,669,753 791,963 647,246 -18.3 -61.2
Deficit .... . 569,283 774,406 793,438 25 394
Unrelated business income tax 505,896 226,032 194,074 -14.1 -61.6
Total tax. 464,288 221,532 192,747 -13.0 -58.5

* Organizations with gross unrelated business income (UBI) between $1,000 (the filing threshold) and $10,000 were not required to report itemized expenses and deductions,
or to complete return schedules. Those with gross UBI over $10,000 were required to fill out a more detailed "complete" return.

2 Includes returns with deficits and returns with equal amounts of gross unrelated business income and total deductions.

* Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services (GPSS). GPSS is a
component of gross unrelated business income (upon which the filing requirement is based). Total cost of sales and services was $2.1 billion for 1998, $2.3 billion for 2001, and
$2.4 billion for 2002.

NOTES: Detail may not add to totals because of rounding. See the Explanation of Selected Terms section of this article for definitions of gross unrelated business income,
total deductions, unrelated business taxable income (less deficit), unrelated business income tax, and total tax.

UBI that they report are linked more closely to finan- counted for 95 percent of taxable VEBA trusts’
cial market fluctuations than UBI amounts reported gross UBI for 2002. Capital gain net income and
by other types of organizations. combined partnership and S corporation income of
The two main sources of UBI for section section 401(a) trusts fell by a respective 74 percent
501(c)(9) VEBASs consistently have been investment and 64 percent between the 2 years, and 88 percent
income (less loss) and capital gain net income. For of gross UBI was attributable to these items for
the section 401(a) trusts, combined partnership and S 2002. Incorporated organizations with taxable unre-
corporation income and capital gain net income are lated business income reported a 9 percent increase
the two main UBI producers. For tax-exempt corpo- in gross profit (less loss) from sales and services and
rations, the two largest sources of unrelated business a 16 percent increase in advertising income between
income traditionally have been gross profit (less loss) 1998 and 2002. Together, these income sources
from sales and services, and advertising income. accounted for 67 percent of their 2002 gross UBI.
Generally, investment income of section 501(c) The number of trusts with positive UBTI de-
corporations, except for those exempt under sections creased by 71 percent from 1998 to 2002, from
501(c)(7), (9), and (17), is not taxed as unrelated 11,044 to 3,156, compared to a decline of 15 percent
business income. (See the definition of Investment for corporations, from 13,395 to 11,339. Most of the
Income (Less Loss) in the Explanation of Terms decline in the number of trusts was accounted for by
section of this article.) the 77 percent decline in the number of IRC section
Between 1998 and 2002, investment income (less 408(e) traditional IRA trusts reporting UBTI, from
loss) and capital gain net income reported by section 9,741 to 2,253. However, these organizations ac-
501(c)(9) VEBA trusts with taxable income were 77 counted for only 4 percent to 5 percent of all trusts’
percent and 93 percent less than respective amounts UBTI for each of the 2 years. A substantial portion
reported for 1998. These two income items ac- of the gross UBI of smaller traditional IRA trusts
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Figure B

Computation of Total Tax Reported on Exempt
Organization Business Income Tax Returns,
Tax Year 2002

[Money amounts are in thousands of dollars]

Iltem Amount

Total unrelated business income tax (UBIT).........cccoveeunans] 194,074

Corporate UBIT.......ccoiieiie e 126,652
TrUSt UBIT ...t 67,422
PLUS:

Total additional taxes 2,234
Alternative minimum tax...........ccoceoeiieeciiieee e 1,061
Proxy tax’ 1,104
Other taXeS. .....coveueeeieiiiciiee et 69

MINUS:

Total tax credits. 3,562
Foreign tax credit...........ooui i 1,617
General business credit............... 1,434
Credit for prior-year minimum tax..........cccoeeeeeeniencseeennenns 262
Other Credits.......co.veeiiiereciee e 248

EQUALS:
Total tax. 192,747

1Represents the tax for only those organizations that reported gross UBI
above the $1,000 filing threshold. According to IRS Business Returns
Transaction File records, the total proxy tax reported on all Forms 990-T
was $12.1 million. Some organizations filed Form 990-T only to report
the proxy tax and had no unrelated business income.

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

(those with gross income of $10,000 or less) consists
of combined partnership and S corporation income.
Changes in the gains or losses from partnerships and
S corporations can affect whether small IRA trusts’
total gross UBI is above or below the $1,000 thresh-
old for filing Form 990-T. For example, the number
of returns filed by traditional IRA trusts fell by 32
percent between 1998 and 1999, and the amount of
net partnership and S corporation income decreased
by 52 percent.

Background

Definition of Unrelated Business Income

Nonprofit organizations that are granted Federal tax
exemption based on their mission-related purposes
are allowed, within certain limits, to generate income
from unrelated business activities; however, the
income from these activities is subject to taxation.

Unrelated business income is produced from an
activity that is both conducted on a regular basis and
not directly related to an organization’s tax-exempt
mission. The fact that the income may be used for
furthering an organization’s exempt purposes does
not alter the definition [7]. Any profits from an
organization’s unrelated business activities are taxed
at regular corporate or trust income tax rates [8].
There are certain exclusions to this income taxation;
some examples are engaging in business activities in
which substantially all of the work is performed by
volunteer labor; selling merchandise that the organi-
zation received as a gift or contribution; and operating
certain games of chance, as specified in the Internal
Revenue Code (IRC).

Form 990-T Filing Requirements

Organizations that are described in IRC sections
220(e), 401(a), 408(e), 408A, 501(c)(2)-(27), 529(a),
and 530(a) must file a Form 990-T if they received
$1,000 or more of gross income from business
activities that were considered unrelated to the
purposes for which they received tax-exempt status.
IRC section 501(d) religious and apostolic organiza-
tions, farmers’ cooperatives, and section 4941(a)(1)
“nonexempt charitable trusts” report taxes on forms
other than Form 990-T.

Most tax-exempt organizations are required to
file an annual Form 990, Return of Organization
Exempt From Income Tax, or Form 990-EZ, Short
Form Return of Organization Exempt From In-
come Tax (used by organizations with annual gross
receipts of less than $100,000 and total end-of-year
assets of less than $250,000). IRC section 501(¢c)(3)
private foundations and certain charitable trusts file
an information return on Form 990-PF, Return of
Private Foundation or Section 4947(a)(1) Nonex-
empt Charitable Trust Treated as a Private Foun-
dation [9]. The Form 990-T is required only for a
tax year in which an organization has unrelated
business income. While specific taxpayer informa-
tion reported on an exempt organization’s Form 990/
990-EZ “information return” can be disclosed to the
public, specific taxpayer information reported on its
Form 990-T “tax return” cannot. Under disclosure
rules governing the release of taxpayer information,
only aggregate totals from Form 990-T can be pre-
sented in this article.
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To report unrelated business income of $1,000
(the filing threshold) or more for Tax Year 2002, IRC
section 220(e), 401(a), 408(e), 408A, and 530(a)
trusts’ required reporting period was Calendar Year
2002, and the Form 990-T filing date was April 15,
2003. For all other organizations, the required report-
ing period was any accounting period beginning in
Calendar Year 2002 (and, therefore, ending between
December 2002 and November 2003, for full-year
return filers). The associated required due dates for
filing their Tax Year 2002 Forms 990-T generally
spanned May 2003 to April 2004, but extensions of
time to file beyond this period were routinely granted
to many organizations. Corresponding to the required
filing dates, the Tax Year 2002 study sample was
drawn from Forms 990-T processed by IRS through-
out Calendar Years 2003 and 2004. (See the “Data
Sources and Limitations” section of this article for
detailed information on the study sample.) Because
of the various accounting periods of the organizations
filing a 2002 return, the financial activities covered in
this article span the period January 2002 through
November 2003, although 54 percent of Form 990-T
filers had Calendar Year 2002 accounting periods.

Any returns filed by organizations with gross
unrelated business income (UBI) below the $1,000
filing requirement threshold were excluded from the
statistics presented in this article. Some of these
returns were filed inadvertently; others were filed for
a specific reason, such as to claim a refund of tax
withheld erroneously on interest or dividend payments
(reported on Form 1099) because the payer did not
realize that the payee was a tax-exempt organization.
Organizations with gross UBI between $1,000 and
$10,000 were required to report only totals for ex-
penses and deductions (except for the “specific
deduction” and “net operating loss deduction,” which
all organizations reported separately). Organizations
with gross UBI over $10,000 were required to report
more detailed expense and deduction information.

Statistical Tables

At the end of this article, Tax Year 2002 statistics
covering selected financial data (including gross UBI,
total deductions, unrelated business taxable income
(UBTI), and total income tax) are shown in Tables 1-
5. Tables 6 and 7 provide data on detailed sources of
UBI and deductions, respectively. Statistics shown in
Table 1 are distributed by type of organization based

on Internal Revenue Code sections. Tables 2, 4, 6,
and 7 are distributed by size of gross UBI; Table 4 is
also distributed by type of entity. Table 3 is distrib-
uted by size of UBTI, while Table 5 is distributed by
unrelated business activity or industrial grouping.

Special Analyses of Exempt Organization
Reporting Quality

Reporting Quality

With the advent of electronic filing and imaging of
IRS exempt-organization information returns and
their widespread availability to the public, the quantity
of data available for regulation and research has
increased dramatically. Technological improvements
that make more data more accessible are certainly
desirable, but ensuring that preparers fill out the
forms completely and accurately is equally important.
Is “more” really better without quality reporting of
return information? Ensuring reporting quality is a
shared responsibility of both IRS and return
preparers. IRS information and tax forms must
require information that is essential for effective
regulation, oversight, and public transparency; and the
form instructions must be complete, explicit, and clear
enough for preparers to follow. Preparers need to be
diligent in providing complete responses to the
requested information on the forms, especially
itemized financial components.

Form 990-T Deductions Allocation Study
The deductions allocation study measures the extent
to which high-income organizations (those with gross
UBI of $500,000 or more) misreported specifically
defined, itemized deduction components as “Other
deductions” on Tax Year 2002 Forms 990-T. During
the data entry process, SOI staff check the required
Other deductions statement for inaccurately reported
items and move (allocate) amounts, when appropri-
ate, to one or more of the specifically defined
deduction components, such as Salaries and wages.
The study examined the difference between deduc-
tion amounts as initially reported by filers, and as
corrected, through allocation, by SOI staff [10].
During normal IRS processing of paper and e-file
returns, data are captured as reported by the return
filer. Misreported amounts included in the residual
“other” categories are not allocated to the proper,
specifically defined return line items. Researchers
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and IRS staff who use Returns Transaction File
(RTF) data for examination or administrative pur-
poses may find this study useful for gauging the
extent to which deductions data may be understated,
and extrapolating its results to draw conclusions
about the possible understatement of itemized in-
come, deductions, assets, and liabilities reported on
other types of IRS exempt-organization returns.
Of'the 2,381 high-income returns filed, 20 per-
cent required at least one allocation from Other
deductions during SOI data entry. Paid preparers
completed 79 percent of these 485 returns with
misreported amounts [11]. After allocation, the
increase in the total amount of each specifically
defined deduction category reported by high-income
filers ranged from 3 percent to 45 percent, as shown
in Figure C. Salaries and wages, the largest aggre-
gate itemized deduction reported on Form 990-T, rose

and Aggregate Amount Allocated, Tax Year 2002

[Money amounts are in thousands of dollars]

by only 3 percent, although it contained the largest
aggregate amount allocated from Other deductions.
Contributions to deferred compensation plans rose by
14 percent, and Repairs and maintenance rose by 45
percent. Allocations made to other types of itemized
deductions resulted in increases ranging from 4 percent
to 9 percent. The residual Other deductions category
fell by 3.1 percent.

It is worth noting that no allocations were made
to Compensation of officers, directors, and trustees,
Excess exempt expenses, or Excess readership
costs. Form 990-T filers must provide detailed
information on related schedules for these items and
then enter schedule totals in the itemized deductions
statement. The schedule preparation requirement
apparently deters preparers from including these
items in Other deductions.

All High-Income Forms 990-T: Deduction Detail, As Edited by SOI, As Reported by Taxpayer,

Compensation of
ltem officers, directors, Salaries and Repairs and Bad debts Interest
and trustees wages maintenance

6] @ [€)] @) ®)
Number of returns...........cccooeeeiivciiiieeceeeeeeee 2,381 1,393 943 287 413
Total, as edited by SOI..... 16,563 1,059,609 70,135 41,349 39,180
Total, as reported by taxpayer.... 16,563 1,027,583 48,469 39,741 37,090
Amount allocated from Other deductions. - 32,027 21,667 1,608 2,090
Percentage increase after allocation.................. - 3.1 447 4.0 5.6

Contributions
Taxes and Charitable - . to deferred
ltem i - Depreciation Depletion .
icenses contributions compensation
plans

6) ) ® [©)] (10)
Number of returns..........coccoeveiieciieeceeeee e 1,117 234 1,041 7 175
Total, as edited by SOI..... 73,644 23,274 140,164 1,790 9,679
Total, as reported by taxpayer.... 67,727 21,787 135,169 1,790 8,471
Amount allocated from Other deductions. 5,917 1,487 4,995 - 1,207
Percentage increase after allocation.................. 8.7 6.8 7.3 - 14.3

Employee Excess Excess Other
item benefit programs exempt readership deductions
expenses costs

(11) (12) (13) (14)
NUMDBET Of FEIUIMNS.....oooieeeeiee e 1,018 40 399 1,751
Total, as edited by SOL.......c.ooiiiiie e 175,184 6,397 217,549 2,465,018
Total, as reported by taxpayer 167,406 6,397 217,549 2,543,794
Amount allocated from Other deductions..............oooeeeviiiieeieieeeeeees 7,778 - - -78,776
Percentage increase after allocation.............c.ccoccvvoiiiiiiniiiiiiies 4.6 - - -3.1

NOTES: "High-income" Forms 990-T are those returns with gross unrelated business income of $500,000 or more. "SOI" is the abbreviation for the Statistics of Income

program of the Internal Revenue Service. Other deductions did not include any amounts of Compensation of officers, directors, and trustees, Excess exempt expenses, Excess

readership costs, or Depletion. Therefore, no allocations to these categories were necessary. For the first three of these items, Form 990-T filers must provide detailed
information on related schedules and then enter schedule totals in the itemized deductions statement. The schedule preparation requirement apparently discourages filers

from including these items in Other deductions.
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As shown in Figure D, which includes only those
returns to which allocations were made, the three
deduction items with the largest aggregate dollar
amount allocated from Other deductions were Sala-
ries and wages ($32.0 million allocated), Repairs and
maintenance ($21.7 million allocated), and Employee
benefit programs ($7.8 million allocated). Among
returns to which allocations were made, allocated
amounts accounted for close to half of the SOI-
edited amount of Salaries and wages, and three-
quarters or more of the other two cited deduction
items. The largest average dollar amounts allocated
from Other deductions were made to Salaries and
wages ($344,372), Net depreciation ($92,503), Re-
pairs and maintenance ($89,164), and Employee
benefit programs ($84,544). The deduction items
with the highest frequency of allocation of
misreported taxpayer amounts were Repairs and
maintenance (243 returns), Taxes and licenses (180

returns), Salaries and wages (93 returns), and Em-
ployee benefit programs (92 returns).

Overall, close to 10 percent of Other deductions
reported on returns with allocations should have been
included in the more specifically defined deduction
items. The percentage change in itemized deduction
amounts reported on these 485 returns, after SOI
allocations were made, ranged from 12.5 (Salaries
and wages) to 106.7 (Repairs and maintenance).

Virtually all of the SOI edited amounts shown in
Figure D for Bad debts, Interest, Charitable contribu-
tions, and Contributions to deferred compensation
plans were allocated from Other deductions. Nearly
99 percent of these items’ combined SOI edited
amounts was allocated from Other deductions, but
the combined amounts accounted for less than 1
percent of the $753,388 Other deductions total. For
the five deduction items with the largest aggregate
allocated amounts shown in column (5) of Figure D,

High-Income Forms 990-T with At Least One Allocation Made from Other Deductions: Deductions Detail,

Tax Year 2002
[Money amounts are in thousands of dollars]
Percentage Percentage
Number of of all SOI- Taxpayer of SOl-edited
Deduction item returns returns edited reported Allocated amount
with with amount amount amount allocated
allocations ' allocations * from Other
deductions
@) 2 3 4 5) (6)
Other dedUCtioNS..........ooiiiiieere e 485 100.0 753,388 832,164 -78,776 N/A
Compensation of officers, directors, and trustees............. - - - - - -
Salaries and Wages.........cc.ceureereeneeienieie e 93 19.2 68,069 36,043 32,027 471
Repairs and maintenance...........cccooeeeiieeiciienienecee 243 50.1 28,840 7,174 21,667 751
Bad debtS. ..o 32 6.6 1,618 10 1,608 99.4
INEEIESE ... 39 8.0 2,094 4 2,090 99.8
Taxes and licenses.... 180 371 16,213 10,296 5,917 36.5
Charitable contributions. 22 4.5 1,524 37 1,487 97.6
Depreciation............... 54 111 6,004 1,009 4,995 83.2
Depletion - - - - - -
Contributions to deferred compensation plans.................. 26 54 1,242 34 1,207 97.2
Employee benefit programs............ccooeiiiininniceneeend 92 19.0 9,897 2,119 7,778 78.6
EXCESS eXEMPt EXPENSES.....ocuviuiiniceiieieieeie e -- - - - -- -
Excess readership costs...........ooooviiiiiiiiii -- - - - - --

" Detail does not add to total because some returns had allocations made to more than one deduction item.

N/A--Not applicable. However, on returns with at least one allocation, 9.5 percent of the total amount of aggregate Other deductions was allocated to one or more specifically defined

deduction items.

NOTES: "High-income" Forms 990-T are those returns with gross unrelated business income of $500,000 or more. "SOI" is the abbreviation for the Statistics of Income program of the
Internal Revenue Service. Other deductions did not include any amounts of Compensation of officers, directors, and trustees, Excess exempt expenses, Excess readership costs, or
Depletion. Therefore, no allocations to these categories were necessary. For the first three of these items, Form 990-T filers must provide detailed information on related schedules and
then enter schedule totals in the itemized deductions statement. The schedule preparation requirement apparently discourages filers from including these items in Other deductions.
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their respective allocated amounts were between 37
percent to 83 percent of their associated SOI-edited
amounts. The proportions of the SOI-edited (cor-
rected) amount attributed to taxpayer reporting and
SOl allocation for these deduction items are illus-
trated in Figure E.

Sixty-eight percent of the high-income returns
that required SOI allocations of misreported amounts
were filed by section 501(c)(3) nonprofit organiza-
tions; the remainder were filed by organizations
exempt under other sections of the tax code. Section
501(c)(6) business leagues, chambers of commerce,
and real estate boards; section 501(c)(7) social and
recreational clubs; section 501(c)(4) civic leagues
and social welfare organizations; and section
501(c)(5) labor, agricultural, and horticultural organi-
zations accounted for another 30 percent of all high-
income returns that required allocations from Other
deductions to specifically defined components. Fig-

ure F presents selected allocation study data for
these organizations. While section 501(c)(3) chari-
ties had the highest frequency of returns with alloca-
tions, the percentage of their Other deductions allo-
cated to more specifically defined deduction catego-
ries was smaller than that for section 501(c)(6), (7),
and (5) organizations.

The three primary unrelated business activities
reported most often by organizations with allocations
from Other deductions, based on self-reported North
American Industry Classification System (NAICS)
codes and percentage of returns with allocations,
were medical and diagnostic laboratories (14 per-
cent), gambling industries (9 percent), and advertising
and related services (6 percent). A list of acceptable
NAICS codes used to describe organizations’ unre-
lated business activities was provided with the 2002
Form 990-T instructions. These activities are in-
cluded within the major NAICS industrial classifica-

High-Income Forms 990-T with At Least One Allocation Made from Other Deductions: Top Five
Deduction Items with Largest Amounts Allocated, Tax Year 2002

SOI-Edited Amount
(Millions of dollars)
70.0 -
60.0
50.0
40.0
30.0

20.0

10.0

0.0
Salaries and wages Repairs and

maintenance

. Allocated amount

Employee benefit
programs

. Reported amount

Taxes and licenses Depreciation

Deduction Item

NOTES: "High-income" Forms 990-T are those returns with gross unrelated business income of $500,000 or more. "SOI" is the abbreviation

for the Statistics of Income program of the Internal Revenue Service.
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High-Income Forms 990-T with At Least One Allocation Made from Other Deductions: Top Five
Organization Types’', by Number of Returns With Allocations, Tax Year 2002

[Money amounts are in thousands of dollars]

Total Allocated Average
amount amount as a Deduction amount
allocated percentage item with allocated
Type of organization Number Percentage from of largest to
by Internal Revenue Code of of all organization organization aggregate deduction
section returns returns type's type's allocated item
other other amount in
deductions deductions col. (5)
@) (2) (©)] 4 (5) (6)
All organizations 485 100.0 78,776 9.5 Salaries and wages 344
501(c)(3) charities?.........cccooeeierienieeeeneeenn 330 68.0 56,444 9.6 Salaries and wages 435
501(c)(6) business leagues,
chambers of commerce, and Employee
real estate boards.............ccoveiniiniiie 51 10.5 5,630 23.8 benefit programs 146
501(c)(7) social and recreational
ClUDS. .. 35 7.2 5,116 29.0 Salaries and wages 202
501(c)(4) civic leagues and
social welfare organizations............c.ccccceeen 24 4.9 2,453 2.2 Salaries and wages 444
501(c)(5) labor, agricultural, and
horticultural organizations.............cccccceeienneen, 14 2.9 2,811 13.8 Taxes and licenses 172

1Tax-exempt organization types are based on the Internal Revenue Code section describing them. See the Appendix to this article for descriptions of the types of tax-exempt
organizations.

The term "charities" refers to tax-exempt organizations with purposes that are charitable, educational, scientific, literary, or religious in nature, or organizations that test for
public safety or prevent cruelty to children or animals.
NOTE: "High-income" Forms 990-T are those returns with gross unrelated business income of $500,000 or more.

incorrect or incomplete, there will be no additional
information available with the e-filed returns, as there
is with paper returns, that can be used to correct
these reporting errors.

tions of healthcare and social assistance; arts, enter-
tainment, and recreation; and professional, scientific,
and technical services, respectively. (See Table 5 for
data distributed by major unrelated business activities/
industrial groupings for all Form 990-T filers.)

The deductions allocation study makes it clear
that Form 990-T preparers, as well as preparers of
other types of exempt-organization returns, could do
a much better job of accurately reporting all-inclusive
amounts within the specifically defined deduction
components. In order for IRS to make intelligent
decisions regarding regulation, compliance, or poten-
tial abuses of tax-exempt status, it is imperative that a

Comparing and Reconciling Unrelated Business
Income Data Reported on Forms 990 and 990-T

An analysis of Tax Year 2002 data from 2,894 linked
records in the Forms 990 and 990-T “integrated
sample” of section 501(c)(3) public charities con-
cludes that unrelated business income (UBI) reported
on Form 990-T oftentimes cannot be reconciled with
that reported on Form 990. (See the Data Sources
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high priority be placed on educating nonprofit organi-
zations and their tax practitioners to report detailed
items completely and accurately. Also, because
exempt organizations are not allowed to file supple-
mentary electronic financial statements with e-filed
returns (they must provide financial data in the IRS
format), there is concern that if the data provided are

and Limitations section of this article for a description
of the Forms 990 and 990-T integrated sample
design.) Anecdotal information from reviewed cases
indicates that the data entered on Form 990-T are
much more accurate, perhaps because the purpose of
Form 990-T is to calculate tax liability, which carries

a greater potential for the assessment of monetary
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penalties for misreporting than Form 990, whose
purpose is to supply information only. Applying Form
990 weights to the sample records produced an
estimated population of 8,992 public charities that
were required to file both a Form 990 and a Form
990-T. The main sources of data for this analysis
were Form 990, Part VII, Analysis of Income-
Producing Activities, and Form 990-T, Part I,
Unrelated Trade or Business Income.

Form 990, Part VII, provides a three-tiered
breakout of an organization’s total revenue (excluding
any contributions, gifts, and grants received from
Government or public sources): potentially taxable
UBI reportable on Form 990-T, UBI excluded from
taxation under the Internal Revenue Code, and mis-
sion-related (exempt function) income. Form 990-T,
Part I, contains a statement of gross UBI, direct
expenses, and net UBI.

As illustrated in Figure G, the Form 990 returns in
the integrated sample were separated into three
groups based on potentially taxable UBI reported in
Part VII: those with positive total UBI (80 percent
of all returns), those with zero UBI (13 percent of all
returns), and those with negative total UBI (7 percent
of all returns). Within these groups, Form 990 total

UBI was compared to both total gross UBI and total
net UBI reported in Part I of Form 990-T, and also
compared to a computed amount of total “adjusted
UBL” Adjusted UBI is derived from a combination
of Form 990-T gross and net itemized UBI amounts,
based on their correlation to the combination of gross
and net UBI amounts required to be reported in Part
VII, Form 990. If organizations had reported income
consistently on both forms, it was expected that the
Form 990 total UBI amount would be the same as
the Form 990-T adjusted UBI amount, a value that
was no more than gross UBI and no less than net
UBI, depending on what types of income were re-
ported in each individual case.

For this analysis, Form 990 UBI in most cases
was deemed reconcilable with Form 990-T UBI if it
matched any of gross UBI, adjusted UBI, or net
UBI, within a $100 tolerance. (Cases in which no
Form 990 total UBI was reported are discussed
below.) Any case where Form 990 UBI equaled
Form 990-T adjusted UBI, the expected outcome if
UBI was correctly reported on both forms, was
considered a “perfect match.” Of particular note, as
shown in Figure H, is that, out of the 5,567 linked
returns with reconciled total UBI, 80 percent were

Reconciliation of Unrelated Business Income (UBI) Data Reported by Public Charities on Form 990

and Form 990-T, Tax Year 2002

[Money amounts are in thousands of dollars]

P ; Form 990-T
it Number erzfe;llage Form 990
em of returns returns UBI Gross Net Adjusted
uBlI UBI UBI 2
(1) (2) ®3) “4) 6) (6)
Linked returns, total 8,992 100.0 3,807,095 4,089,889 3,343,626 3,771,948
Number with Form 990 UBI greater than zero.................. 7,194 80.0 3,869,524 3,574,474 3,009,050 3,411,944
Number with UBI that could not be reconciled °................ 2,447 27.2 1,870,317 1,521,271 1,253,569 1,433,963
Number with Form 990 UBI equal to zero............cccveenneeee 1,183 13.2 270,348 225,634 236,913
Number with UBI that could not be reconciled ®................ 853 95 251,173 229,754 234,908
Number with Form 990 UBI less than zero....................... 614 6.8 -62,429 245,067 108,942 123,091
Number with UBI that could not be reconciled ®................ 124 1.4 -29,903 181,211 131,100 132,128

1 All returns in the Form 990-T sample had gross unrelated business income of $1,000 (the filing threshold) or more.
2 Adjusted UBI is derived from a combination of Form 990-T gross and net itemized UBI amounts, based on their correlation to the combination of gross and net UBI

amounts required to be reported on Form 990.

3 The amount of total UBI reported on Form 990, Part VII, does not equal gross UBI, net UBI, or adjusted UBI (within $100 tolerance) reported on Form 990-T, Part I.
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perfect matches of Form 990 UBI and Form 990-T
adjusted UBI.

UBI reported on nearly 4 out of every 10 Forms
990 could not be reconciled with UBI reported on
Form 990-T, meaning that total UBI on Form 990 did
not match gross UBI, net UBI, or adjusted UBI on
Form 990-T, within the $100 tolerance. The reasons
for the inconsistency are twofold: some filers re-
ported a combination of gross and net taxable income
that differed from that specified in the Form 990
instructions; other filers did not report taxable UBI on
Form 990 at all. Of the 7,194 returns where the
Form 990 UBI amount was positive, 34 percent could
not be reconciled. In some observed cases, the Form
990 amounts simply did not correspond to any Form
990-T amounts. In many other cases, filers of Form
990 erroneously reported Gross receipts from sales

Reconciliation Outcome, Tax Year 2002

and services in Part VII, rather than Gross profit
from sales and services, which is the net of gross
receipts minus cost of goods sold. Gross profit, not
gross receipts, should be included in total UBI on
both Forms 990 and 990-T.

Twenty-eight percent of the 1,183 organizations
that reported no potentially taxable UBI amounts on
Form 990 filed Form 990-T with net UBI that was
negative. Organizations may have presumed that
negative net UBI amounts need not be reported on
Form 990. These cases were not deemed irreconcil-
able for this analysis. However, 72 percent of the
organizations reporting no taxable UBI on Form 990
filed Form 990-T with positive amounts of gross, net,
and adjusted UBI. There is no known reason for
this, with the exception of some degree of
nonreporting on Form 990.

Linked Forms 990 and 990-T of Public Charities: Unrelated Business Income (UBI)

Linked forms, total

UBI reconciled *

UBI "perfect match" 2

UBI not reconciled

38% of linked returns

100%

62% of linked returns

49% of linked returns
80% of reconciled returns

o

2,000 4,000

considered a "perfect match."

6,000 8,000 10,000

Number of returns

* For this analysis, Form 990 UBI was deemed reconcilable with Form 990-T UBI if it matched any of gross UBI, adjusted UBI, or net UBI on Form 990-T,
within a $100 tolerance. Linked cases in which Form 990-T net UBI was negative and Form 990 UBI was zero were also deemed reconcilable.
2 Any case where Form 990 UBI corresponded to Form 990-T adjusted UBI, the expected outcome if total UBI was reported correctly on both forms, was




Unrelated Business Income Tax Returns, 2002: Financial Highlights and Special
Analyses of Exempt-Organization Reporting Quality

About one-fifth of the 614 organizations reporting reported losses from sales of investment assets on
negative UBI on Form 990 filed a Form 990-T with Form 990, Part VII, there was no debt-financed
positive amounts of gross, net, and adjusted UBI. In income reported on Form 990-T, within Part I or on
some cases, negative amounts entered on Form 990 Schedule E. In other irreconcilable cases involving
for Gain or loss from sales of investment assets were the reporting of debt-financed income, organizations
not reported on Form 990-T. As mentioned earlier, reported debt-financed income on both forms, but 1)
income from investments is generally not considered the Form 990 amount was negative, and the Form
unrelated business income for public charities that file 990-T amount was either positive or a smaller nega-
Forms 990 and 990-T. Therefore, net investment tive; or 2) the amounts on both forms were negative
income or losses should be reported on Form 990 in and equal, but positive amounts of other UBI compo-
Part I, but not in Part VII as UBI. nents that were reported on Form 990-T were not

An exception to the UBIT rules regarding invest- reported on Form 990. In many other irreconcilable
ment income applies to public charities that produce cases, negative entries on Form 990 could not be
income from debt-financed property, in which case correlated with any amount reported on Form 990-T.
the income is subject to the unrelated business in- Figure I presents distributions, by organization
come tax. Public charities are required to provide size, of the 3,424 linked Form 990 and Form 990-T
detailed information about income from debt-financed cases with total UBI that could not be reconciled
property on Form 990-T, Schedule E, Unrelated [12]. The linked returns are grouped by the three
Debt-Financed Income. This schedule contains categories of total UBI reported on Form 990 that
several financial items used to compute the amount were discussed above: greater than zero, equal to
of debt-financed income that is subject to UBIT. In zero, and less than zero. Of the 8,992 Form 990
the above described cases, where organizations filers in the linked return study, 34 percent were small

Linked Forms 990 and 990-T of Public Charities with Total Unrelated Business Income (UBI)
That Could Not Be Reconciled, by Organization Size', Tax Year 2002

Number of returns

5,000 r
4,000 B Small charities
O Medium charities
3,000 — M Large charities
2,000
0
All linked returns Returns with UBI that UBI greater than zero UBI equal to zero UBI less than zero

could not be
reconciled?

Value of Total UBI on Form 990

For purposes of analysis, "small" charities hold less than $1 million in book value of total assets; “medium"charities hold from $1
million to less than $50 million in book value of total assets; and “large" charities hold $50 million or more in book value of total assets.

2For this analysis, Form 990 UBI in most cases was deemed not reconcilable with Form 990-T UBI if it did not match any gross UBI,
adjusted UBI, or net UBI Form 990-T amount within a $100 tolerance.
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charities, 46 percent were medium charities, and 20
percent were large charities. The proportions of
small, medium, and large charities shown in Figure |
for all irreconcilable returns and for those irreconcil-
able returns with positive Form 990 total UBI are
very similar to the size proportions found within the
overall population of linked returns. That was not the
case for irreconcilable returns where no Form 990
UBI was reported or Form 990 UBI was negative.
Small charities had a greater tendency than medium
and large charities to report total UBI on Form 990-T,
but not on Form 990. They accounted for half of the
853 Forms 990 on which Form 990-T UBI was
omitted. The relatively small number of cases with
irreconcilable negative total UBI on Form 990 was
attributable mainly to medium-size charities, which
filed about three-quarters of these 124 returns.

For each taxable UBI item entered on Form 990,
the filer is instructed to provide an associated busi-
ness activity code from a list of NAICS codes. In 36
percent of the linked Forms 990 and 990-T cases, the
primary unrelated business activity indicated on the
organization’s Form 990-T did not match any activity
code reported in Part VII of Form 990 for each
itemized taxable UBI amount. This, along with UBI
reporting inconsistencies, seems indicative of
preparers who fill out Form 990 and 990-T exclusive
of any attempted reconciliation of reporting of infor-
mation on the two forms.

Researchers, both in and outside of IRS, use
Form 990 to make assessments of nonprofits’ finan-
cial activities, operations, and programs. Form 990,
Part VII, for example, provides data that should be
useful for gauging how much of an organization’s
income is from taxable unrelated business activities
and what types of activities are producing the income.
Currently, an IRS team is designing a revised Form
990 that will be geared toward obtaining data that will
be useful for better regulation and oversight of non-
profit and other tax-exempt organizations. Taxpayer
education, comprehensive IRS form instructions, and
complete and accurate reporting by return preparers
are vital for making the Form 990 a consistent and
reliable tool for research and public accountability.

Summary
During 2003 and 2004, tax-exempt organizations filed
an estimated 35,103 Forms 990-T, Exempt Organi-

zation Business Income Tax Returns, for Tax Year
2002. Compared to Tax Year 2001, organizations
reporting “unrelated business income” (UBI) filed
only slightly fewer returns for 2002, but it was the
fourth consecutive year for which filings of Form
990-T declined. From Tax Year 1998 to Tax Year
2002, the number of filings dropped nearly 25 per-
cent. After offsetting $7.8 billion of total gross UBI
with $7.9 billion of expenses and deductions, the
resulting unrelated business taxable income (less
deficit) for 2002 was $-0.1 billion. Unrelated busi-
ness taxable income (UBTI) and the associated
unrelated business income tax (UBIT) decreased by
18 percent and 14 percent, respectively, over
amounts reported for 2001. For the 4 years between
1998 and 2002, UBTI and UBIT each declined by
approximately 61 percent.

This article contains analyses from two special
studies of exempt-organization reporting quality on
Form 990, Return of Organization Exempt from
Income Tax, and Form 990-T. The Form 990-T
deductions allocation study measures the extent to
which high-income organizations (those with gross
UBI of $500,000 or more) misreported specifically
defined, itemized deduction components as “Other
deductions” on Tax Year 2002 Forms 990-T. After
allocation, the increase in the total amount of each
specifically defined deduction category reported by
high-income filers ranged from 3 percent to 45 per-
cent. A second special study, comparing total unre-
lated business income (UBI) amounts reported on
Forms 990 and 990-T, revealed that total UBI re-
ported on nearly 4 out of every 10 Forms 990 could
not be reconciled with total UBI reported on Form
990-T. The main reasons for this were twofold:
some Form 990 filers reported a combination of gross
and net taxable income that differed from the combi-
nation specified in the return form instructions; other
filers did not report total UBI on Form 990 at all.

Data Sources and Limitations

The Tax Year 2002 Form 990-T study incorporated a
two-stage sample design consisting of a stratified
random sample and a special “integrated” sample.
The integrated sample was designed to gather
information on “related” (tax-exempt) and “unre-
lated” (taxable) income and expenses for section
501(c)(3) organizations that filed both Form 990,
Return of Organization Exempt from Income Tax
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(or Form 990-EZ, the short-form version of this
information return), and Form 990-T. This integrated
sampling program ensured that the Statistics of
Income sample of Forms 990-T included any unre-
lated business income tax returns (with gross UBI of
$1,000 or more) filed by organizations whose Form
990 or Form 990-EZ information returns were
selected for the separate sample of section 501(c)(3)
nonprofitcharitable organizations. Organizations
exempt under other Code sections were not sub-
jected to the integrated sampling program.

The Form 990-T returns were initially divided into
strata, based on gross UBI, and selected using
Bernouli sampling. Section 501(c)(3) returns not
selected randomly were then linked, by Employer
Identification Number (EIN), to returns in the Forms
990/990-EZ sample. These linked returns, along with
any randomly selected Forms 990-T that also had
counterparts in the Forms 990/990-EZ sample,

Population and Sample Counts, and Designed and Achieved Sample Rates, by Sample Group,

formed the “integrated” IRC section 501(c)(3) por-
tion of the Form 990-T sample [13].

As shown in Figure J, the designed sampling
rates ranged from a minimum of 2 percent (Form
990-T gross UBI less than $20,000, with either no
Form 990/990-EZ EIN match or an EIN match to a
Code section 501(c)(3) Form 990/990-EZ with total
assets under $1,000,000) to a maximum of 100 per-
cent (either Form 990-T gross UBI of $300,000 or
more, or Form 990-T with any amount of gross UBI
and an EIN match to a section 501(c)(3) Form 990
with total assets of $30,000,000 or more). Other
Forms 990-T were selected at rates ranging from 2
percent to 30 percent. In addition to designed sample
rates, Figure J contains population counts, sample
counts, and achieved sample rates, by size of gross
unrelated business income reported on Form 990-T
and size of total assets reported on Form 990 or Form
990-EZ.

Tax Year 2002
Sample Designed Achieved
group Size of gross unrelated business income (UBI) on Form 990-T Population Sample sample sample
number and size of total assets on matching IRC section 501(c)(3) Form 990 or Form 990-EZ * counts counts rate rate
Percentages
1) (2) (3) 4)
1 Gross UBI $1,000 under $20,000 and total assets under $1,000,000, or
Gross UBI $1,000 under $20,000 and no matching Form 990 or Form 990-EZ...................... 15,021 317 2.00 2.1
2 Gross UBI $1,000 under $20,000 and total assets $1,000,000 under $2,500,000, or
Gross UBI $20,000 under $60,000 and total assets under $2,500,000, or
Gross UBI $20,000 under $60,000 and no matching Form 990 or Form 990-EZ.................... 6,853 301 4.00 4.39
3 Gross UBI $1,000 under $60,000 and total assets $2,500,000 under $10,000,000, or
Gross UBI $60,000 under $150,000 and total assets under $10,000,000, or
Gross UBI $60,000 under $150,000 and no matching Form 990 or Form 990-EZ.................. 5,580 532 10.00 9.53
4 Gross UBI $1,000 under $150,000 and total assets $10,000,000 under $30,000,000, or
Gross UBI $150,000 under $300,000 and total assets under $30,000,000, or
Gross UBI $150,000 under $300,000 and no matching Form 990 or Form 990-EZ................ 2,950 942 30.00 31.93
5 Gross UBI $300,000 or more, or total assets $30,000,000 OF MOY€........c..coveereeueueeueereeeeanns 4,832 4,832 100.00 100.00
All sample groups 2 35,236 6,924 N/A N/A

N/A--Not applicable.

1 The Form 990-T sample included returns that were initially selected based on independent Form 990-T sampling criteria, and additional returns that
were not initially selected but were subsequently matched to returns in the Forms 990 and 990-EZ sample of IRC section 501(c)(3) filers. Form 990-EZ
may be completed by smaller organizations, those with gross receipts of less than $100,000 and end-of-year assets of less than $250,000.

2 After excluding returns that were originally selected for the sample but later rejected, the sample size was 6,893, and the estimated population size
was 35,103.
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The population from which the 2002 Form 990-T _

sample was drawn consisted of Form 990-T records
posted to the IRS Business Master File system during
2003 and 2004. Returns filed after Calendar Year
2004 were not included in the sample, unless a return
was considered a large income-size case (over
$300,000 or more of gross UBI). The returns in the
sample were stratified based on the size of gross
unrelated business income (UBI). A sample of 6,924
returns was selected from a population of 35,236.
After excluding returns that were selected for the
sample but later rejected, the resulting sample size
was 6,893 returns, and the estimated population size
was 35,103. Rejected returns included those that had
gross UBI below the $1,000 filing threshold; were
filed for a part-year accounting period for 2002, and a
full-year return was also filed for that year; or were
filed for a part-year accounting period that began in a
year other than 2002. For example, a final return
filed for the short period of January 2003-June 2003
may have been initially selected for the 2002 sample
based on the criterion of an accounting period that
ended between December 2002 and November 2003,
but it was later rejected because, in actuality, it was a
Tax Year 2003 return.

The information presented in this article was
obtained from returns as originally filed with the
Internal Revenue Service. The data were subjected
to comprehensive testing and correction procedures
in order to improve statistical reliability and validity.
In most cases, due to time constraints, changes made
to the original return as a result of administrative
processing, audit procedures, or a taxpayer amend-
ment were not incorporated into the database.

Because the data are based on a sample, they
are subject to sampling error. In order to use these
statistics properly, the magnitude of the sampling
error, measured by the coefficient of variation (CV),
should be taken into account. Figure K shows CVs
for selected financial data. CVs are not shown for
returns with gross UBI of $300,000 or more because
they were sampled at a 100-percent rate and, there-
fore, are not subject to sampling variability. A dis-
cussion of the reliability of estimates based on
samples and methods for evaluating both the magni-
tude of sampling and nonsampling error and the
precision of sample estimates can be found in the
general Appendix, located near the back of this issue
of the SOI Bulletin.

Coefficients of Variation for Selected Items,
by Size of Gross Unrelated Business Income,
Tax Year 2002

Gross Unrelated
Number
of
returns || business | deductions| taxable tax

unrelated Total business | Total
Size of gross unrelated

business income income income

Coefficient of variation (percentages)

() 2 @) @) ®)
L] R 0.15 0.57 0.59 119 | 1.05
$1,000 under $10,001 "...... 2.69 4.40 10.87 9.87 | 11.94
$10,001 under $100,000 *..]]  2.77 2.28 2.93 752 | 947
$100,000 under $300,000..]  2.43 1.94 2.35 644 | 738
$300,000 or more............... N/A N/A N/A NA | NA

N/A--Not applicable because the achieved sample rate was 100 percent.

' Organizations with gross unrelated business income (UBI) between $1,000
(the filing threshold) and $10,000 were not required to report itemized expenses
and deductions, or to complete return schedules. Those with gross UBI over
$10,000 were required to fill out a more detailed "complete" return.

Explanation of Selected Terms
In some of the following explanations, tax-exempt
organizations are cited by the Internal Revenue Code
section under which they are described. The various
types of tax-exempt organizations subject to the
unrelated business income tax provisions are de-
scribed by Code section in the Appendix to this
article. This section provides definitions to help the
reader understand the terms contained in the article
and in Tables 1 through 7 at the end of the article.
Advertising Income.--Gross income realized by
a tax-exempt organization from the sale of advertis-
ing in a periodical was gross income from an unre-
lated trade or business activity involving the “exploita-
tion of an exempt activity,” namely, the circulation
and readership of the periodical developed by produc-
ing and distributing the readership content of that
periodical. Advertising income was reported sepa-
rately from other types of “exploited exempt activity
income.” (See the explanation of Exploited Exempt
Activity Income.) Internal Revenue Code section
501(c)(7), (9), and (17) organizations reported gross
advertising income, as well as other types of “ex-
ploited exempt activity income,” as part of gross
receipts from sales and services. All other organiza-
tions reported this income separately.




Unrelated Business Income Tax Returns, 2002: Financial Highlights and Special
Analyses of Exempt-Organization Reporting Quality

Capital Gain Net Income.--Generally, organiza-
tions required to file Form 990-T (except organiza-
tions tax-exempt under Internal Revenue Code sec-
tions 501(c)(7), (9), and (17)) were not taxed on net
gains from the sale, exchange, or other disposition of
property. However, capital gain net income on sales
of debt-financed property, certain gains on the cutting
of timber (section 1231), and gains on sales of certain
depreciable property (described in sections 1245,
1250, 1252, 1254, and 1255) were taken into account
in computing capital gain net income. Also, any gain
or loss passed through from a partnership or S corpo-
ration, or any gain or loss on the disposition of S
corporation stock by a “qualified tax-exempt” (de-
fined in the explanation of Income (Less Loss) from
Partnerships and S Corporations), was taxed as a
capital gain or loss. (See the explanation of Invest-
ment Income (Less Loss) for information regarding
investment income of section 501(c)(7), (9), and (17)
organizations.)

Contributions.--To the extent permissible under
the Internal Revenue Code, a deduction was allowed
for contributions or gifts actually paid within the tax
year to, or for the use of, another entity that was a
charitable or Governmental organization described in
Code section 170(c). A tax-exempt corporation was
allowed a deduction for charitable contributions up to
10 percent of its unrelated business taxable income
(UBTI) computed without regard to the deduction for
contributions. A tax-exempt trust was generally
allowed a deduction for charitable contributions under
the rules applicable to individual taxpayers, except the
limit on the deduction was determined in relation to
UBTI computed without regard to the contributions
deduction, rather than in relation to adjusted gross
income. Contributions in excess of the respective
corporate or trust limitations may be carried over to
the next 5 taxable years, subject to certain rules. The
contributions deduction was allowed whether or not
directly connected with the carrying on of a trade or
business.

Cost of Sales and Services.--Cost of sales and
services was reported as a lump-sum total, but may
have included depreciation, salaries and wages, and
certain other types of deductible items. For this
reason, the total amount shown for some of the
separately reported components of total deductions,
such as “salaries and wages,” may be understated.
Cost of sales and services was subtracted from gross

receipts from sales and services in computing gross
profit (less loss) from sales and services, which is a
component of gross unrelated business income
(UBI). Because Form 990-T filing requirements are
based on gross UBI, and cost of sales and services is
factored into the computation of gross income, the
deduction for cost of sales and services is reported in
the gross income section of Form 990-T, not the
deductions section.

Deductions Directly Connected With Unre-
lated Business Income.--These were deductions
allowed in computing net income, if they otherwise
qualified as income tax deductions under the Internal
Revenue Code and if they had a “proximate and
primary” relationship to carrying on an unrelated
trade or business. Allowable deductions included
those allocable to rental of personal property; those
allocable to unrelated debt-financed income; those
allocable to investment income of Internal Revenue
Code section 501(c)(7), (9), and (17) organizations;
those allocable to interest, annuities, royalties, and
rents received from “controlled organizations” (see
definition of Income from Controlled Organizations);
those allocable to “exploited exempt activity income”
other than advertising; direct advertising costs; com-
pensation of officers, directors, and trustees; salaries
and wages; repairs and maintenance; bad debts;
interest; taxes and licenses; depreciation (unless
deducted elsewhere); depletion; contributions to
deferred compensation plans; contributions to em-
ployee benefit plans; the “net operating loss deduc-
tion”; and “other deductions.” Tax-exempt organiza-
tions with gross unrelated business income (UBI)
above $10,000 were required to report each deduc-
tion component separately. Organizations with gross
UBI between $1,000 (the filing threshold) and
$10,000 reported a single total of the first five types
of directly-connected expenses listed above (those
described as “allocable to””) and a single total for all
other types of deductions (both deductions directly
connected with UBI and those not directly con-
nected, each defined elsewhere in this section),
except for two items that were required to be re-
ported separately: the “net operating loss deduction”
(directly connected) and the “specific deduction” (not
directly connected), both also defined below.

Deductions Not Directly Connected With
Unrelated Business Income.--The component
deductions were “set-asides,” “excess exempt ex-
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penses,” charitable contributions, and the “specific
deduction.” The specific deduction was reported,
when applicable, by all organizations with positive
taxable income; the other types of deductions not
directly connected with UBI were reported sepa-
rately, when applicable, only by tax-exempt organiza-
tions with gross UBI above $10,000. (See, also, the
explanations of Set-Asides, Excess Exempt Ex-
penses, Contributions, and the Specific Deduction.)

Excess Exempt Expenses.--The two types of
“excess” expenses allowed as deductions from
unrelated business income were (1) excess exempt
expenses attributable to commercial exploitation of
exempt activities, and (2) excess exempt expenses
attributable to advertising income. In the case of
“exploited” exempt activity income (see the explana-
tion of Exploited Exempt Activity Income, Except
Advertising, below), if the expenses of the
organization’s exempt activity exceeded the income
from the exempt activity, then the excess expenses
could be used to offset any positive net unrelated
business income produced from exploiting the exempt
activity, to the extent that it did not result in a loss.
Excess expenses of a commercially exploited exempt
activity could not be used to offset income from
another type of unrelated business activity if the
unrelated activity did not exploit that particular ex-
empt activity. In the case of excess exempt ex-
penses attributable to advertising income, if the ex-
penses attributable to producing and distributing the
readership content of a periodical exceeded the
circulation income, then the excess of readership
costs over circulation income could be used to offset
any net gain from advertising (gross advertising
income less direct advertising costs), to the extent
that it did not result in a loss.

Exploited Exempt Activity Income, Except
Advertising.--In some cases, exempt activities cre-
ate goodwill or other intangibles that are capable of
being exploited in a commercial manner. When an
organization exploited such an intangible in commer-
cial activities that did not contribute importantly to the
accomplishment of an exempt purpose, the income it
produced was gross income from an unrelated trade
or business. An example of this type of activity
would be an exempt scientific organization with an
excellent reputation in the field of biological research
that exploits its reputation regularly by selling en-
dorsements of laboratory equipment to manufactur-

ers. Endorsing laboratory equipment would not have
contributed importantly to the accomplishment of any
purpose for which tax exemption was granted to the
organization. Accordingly, the income from selling
such endorsements is gross unrelated business in-
come. Exploited exempt activity income from adver-
tising was reported separately from other types of
exploited exempt activity income (see the explanation
of Advertising Income). Internal Revenue Code
section 501(c)(7), (9), and (17) organizations reported
income from exploited exempt activities as part of
gross receipts from sales and services. All other
organizations reported this income separately.

Gross Profit (Less Loss) from Sales and Ser-
vices.--This was the gross profit (less loss) from any
unrelated trade or business regularly carried on that
involved the sale of goods or performance of ser-
vices. It did not include income from unrelated
business activities that were required to be reported
separately on any of the tax form’s supporting sched-
ules. For example, an Internal Revenue Code section
501(c)(7) social club would include gross restaurant
and bar receipts from nonmembers in the calculation
of gross profit (less loss) from sales and services, but
would report its investment income from sales of
securities on the required supporting schedule. Gross
profit (less loss) from sales and services is computed
as gross receipts from sales or services, less returns
and allowances, minus cost of sales and services.

Gross Unrelated Business Income (UBI).--This
was the total gross unrelated business income prior to
reduction by allowable deductions used in computing
unrelated business taxable income. All organizations
were required to report detailed sources of gross
UBI. The components of gross UBI were gross
profit (less loss) from sales and services; capital gain
net income; net gain (less loss) from sales of
noncapital assets; net capital loss deduction (trusts
only); income (less loss) from partnerships and S
corporations; rental income; unrelated debt-financed
income; investment income (less loss) of Internal
Revenue Code section 501(c)(7), (9), and (17) orga-
nizations; income (annuities, interest, rents, and royal-
ties) from controlled organizations; “exploited exempt
activity” income, except advertising; advertising
income; and “other” income (less loss). (For an
explanation of these sources of income, see the
separate explanations of each component.)
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A tax-exempt organization’s income was treated
as unrelated business income if it was from a trade or
business that was regularly carried on by the organi-
zation and that was not substantially related to the
performance of the organization’s exempt purpose or
function (other than that the organization needed the
profits derived from the unrelated activity). The term
“trade or business” generally comprised any activities
carried on for the production of income from selling
goods or performing services. These activities did
not lose their identity as trades or businesses merely
because they were carried on within a larger aggre-
gate of similar activities or within a larger complex of
other endeavors that may, or may not, have been
related to the exempt purposes of the organization.
Forexample, soliciting, selling, or publishing commer-
cial advertising is identified as a trade or business
even though the advertising is published in an exempt
organization’s periodical that contains editorial matter
related to the organization’s exempt purpose.

Income from Controlled Organizations.--
When an exempt organization controls another orga-
nization, the entire amount of gross annuities, interest,
rents, and royalties (termed “specified payments”)
received from the controlled organization are included
in the gross UBI of the controlling organization, to the
extent that the specified payments were claimed as a
deduction from the controlled organization’s own
UBI (in the case of an exempt controlled organiza-
tion) or the “equivalent” of UBI (in the case of a
nonexempt controlled organization). The equivalent
of UBI was computed as if the nonexempt controlled
organization were exempt and had the same exempt
purpose as the controlling organization. “Control”
meant: (a) for a stock corporation, the ownership (by
vote or value) of more than 50 percent of the stock;
(b) for a partnership, ownership of more than 50
percent of the profits or capital interests; or (c) for
any other organization, ownership of more than 50
percent of the beneficial interests. All deductions
“directly connected” with a Form 990-T filer’s gross
controlled-organization income were allowed. The
rules for debt-financed property did not apply to
passive income (generally, investment income) from
controlled organizations. (See the definition of Unre-
lated Debt-Financed Income.)

Income (Less Loss) from Partnerships and S
Corporations.--If an organization was a partner in

any partnership that carried on an unrelated trade or
business, this income item included the organization’s
share of partnership gross unrelated business income
less its share of partnership deductions that were
directly connected with the unrelated income. If an
organization was a “qualified tax-exempt” that held
stock in an S corporation, this income item included
the income or loss from the stock interest. The stock
interest was treated as an unrelated trade or busi-
ness, and all items of income, loss, or deduction were
taken into account in computing unrelated business
taxable income. A “qualified tax-exempt” was an
organization described in Internal Revenue Code
section 401(a) (qualified stock bonus, pension, or
profit-sharing plan) or section 501(c)(3), and exempt
from tax under section 501(a).

Investment Income (Less Loss).--This income
was reported only by organizations exempt under
Internal Revenue Code sections 501(c)(7), (9), and
(17) and included such income as gross unrelated
debt-financed income, gross income from the owner-
ship or sale of securities, and set-asides deducted
from investment income in previous years that were
subsequently used for a purpose other than that for
which a deduction was allowed. (See, also, the
explanation of Set-Asides.) All gross rents (except
those that were exempt-function income) of section
501(c)(7), (9), and (17) organizations were treated as
unrelated business income and were reported as
“rental income.” Organizations exempt under sec-
tions other than 501(c)(7), (9), and (17) did not report
“investment income (less loss).” Generally, these
organizations’ investment income (dividends, interest,
rents, and annuities) and royalty income were not
taxed as unrelated business income, unless it was
income, other than dividends, from a controlled orga-
nization or debt-financed income, or the rents were of
the type described in the explanation of rental in-
come. (See explanations of Income from Controlled
Organizations, Rental Income, and Unrelated Debt-
Financed Income.)

Net Capital Loss (Trusts Only).--1f a trust had a
net loss from sales or exchanges of capital assets, it
was allowed a deduction for the amount of the net
loss or $3,000, whichever was lower. (Tax-exempt
corporations were not allowed to deduct any ex-
cesses of capital losses over capital gains.) Tax-
exempt trusts reported the net capital loss deduction
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on Form 990-T as a component of gross unrelated
business income, and it was subtracted when com-
puting total gross UBI.

Net Gain (Less Loss), Sales of Noncapital
Assets.--This was the gain or loss from the sale or
exchange of business property, as reported on Form
4797, Sales of Business Property. Property other
than capital assets generally included property of a
business nature, in contrast to personal and invest-
ment properties, which were capital assets.

Net Operating Loss Deduction (NOLD).--The
net operating loss carryover or carryback (as de-
scribed in Internal Revenue Code section 172) was
allowed as a deduction (limited to the current-year
excess of receipts over deductions, prior to applying
the NOLD) in computing unrelated business taxable
income. However, the net operating loss carryover
or carryback (allowed only to or from a tax year for
which the organization was subject to tax on unre-
lated business income) was determined without
taking into account any amount of exempt-function
income or deductions that had been excluded from
the computation of unrelated business taxable in-
come. A “net operating loss” represented the excess
of deductions over receipts for a specified year for
which an organization reported an overall deficit from
its unrelated trade or business activities. The net
operating loss deduction statistics in this article repre-
sent only net operating loss carryovers from prior
years because carrybacks from future years would
be reported in a later year on an amended return, not
on the return as initially filed (which served as the
basis for the statistics).

Other Deductions.--This included all types of
unrelated business deductions that were not specifi-
cally required to be reported elsewhere on the tax
return. Examples are fees for accounting, legal,
consulting, or financial management services; insurance
costs (if not for employee-related benefits); equip-
ment costs; mailing costs; office expenses, such as
janitorial services, supplies, or security services; rent;
travel expenses; educational expenses; and utilities.

Other Income (Less Loss).--This included all
types of unrelated business income that were not
specifically required to be reported elsewhere on the
tax return. Examples are insurance benefit fees;
member support fees; commissions; returned contri-
butions that were deducted in prior years; income
from insurance activities that was not properly set

aside in prior years; recoveries of bad debts; and
refunds of State or local government tax payments, if
the payments were previously reported as a deduction.

Proxy Tax.--This was a tax on certain nonde-
ductible lobbying and political expenditures. A mem-
bership organization that was tax-exempt under
Internal Revenue Code sections 501(c)(4), 501(c)(5),
or 501(c)(6) was liable for the proxy tax if the organi-
zation did not notify its members of the shares of
their dues that were allocated to the nondeductible
lobbying and political expenditures, or if the notice
did not include the entire amount of dues that was
allocated. The proxy tax was computed as 35 per-
cent of the aggregate amount of nondeductible lobby-
ing expenditures that was not included in the notices
sent to the organization’s members. The proxy tax
was required to be reported on Form 990-T and was
included in total tax; however, there was no connec-
tion between the proxy tax and the taxation of in-
come from an organization’s unrelated business
activities.

Rental Income.--For organizations tax-exempt
under Internal Revenue Code sections other than
501(c)(7), (9), and (17), this was the amount of (1)
gross rents from personal property (e.g., computer
equipment or furniture) leased with real property, if
the rental income from the personal property was
more than 10 percent, but not more than 50 percent,
of the total rents from all leased property; or (2)
gross rents from both real property and personal
property leased with real property if the personal
property was more than 50 percent of the total rents
from all leased property. Except for the second
situation covered above, gross rents from real prop-
erty were generally excluded in computing unrelated
business taxable income. In addition, gross rents
from personal property that did not exceed 10 per-
cent of the total rents from all leased property were
excluded (and not included in gross UBI). Any rents
not covered by the explanation of “rental income”
had to be considered in terms of their taxability as
unrelated business income from controlled organiza-
tions or unrelated debt-financed income, in that order.
For organizations tax-exempt under sections
501(c)(7), (9), and (17), rental income included all
gross rents (except those that were exempt-function
income), with no exclusions. (See explanations of
Income from Controlled Organizations and Unrelated
Debt-Financed Income.)
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Set-Asides.--This deduction from investment
income was allowed to social and recreational clubs
(Internal Revenue Code section 501(c)(7)), voluntary
employees’ beneficiary associations (section
501(c)(9)), and supplemental unemployment benefit
trusts (section 501(c)(17)). The deduction was equal
to the amount of passive income (generally, invest-
ment income) that these organizations set aside (1) to
be used for charitable purposes or (2) to provide
payment of life, health, accident, or other insurance
benefits (section 501(c)(9) and (17) organizations
only). However, any amounts set aside that ex-
ceeded the “qualified asset account” limit, as figured
under section 419A, were not allowed as a deduction
from unrelated business investment income; they
were treated as taxable investment income. A sec-
tion 419A qualified asset account is any account
consisting of assets set aside to provide for the pay-
ment of disability benefits, medical benefits, sever-
ance pay benefits, or life insurance benefits.

Specific Deduction.--The specific deduction
was $1,000 or the amount of positive taxable income,
whichever was less. The amount deducted was
considered “not directly connected” with gross unre-
lated business income and was allowed to all organi-
zations that had positive taxable income after all other
types of deductions were taken. This deduction
provided the equivalent benefit of the $1,000 gross
unrelated business income filing threshold under which
some organizations were exempted from filing a
return and paying the unrelated business income tax.

Total Deductions.--Total deductions included
both deductions reported on the main part of Form
990-T and expense items reported on any of six
supporting schedules, which were also part of the tax
form. Tt excluded cost of sales and services ($2.4
billion for 2002), which was subtracted from gross
receipts from sales and services in computing gross
profit (less loss) from sales and services, which is a
component of gross unrelated business income
(UBI). (See the explanation of Cost of Sales and
Services.)

Total Tax.--Total tax was unrelated business
income tax less the foreign tax credit, general busi-
ness credit, credit for prior-year minimum tax, and
other allowable credits, plus the “proxy tax’ on cer-
tain lobbying and political expenditures, the “alterna-
tive minimum tax,” and “other” taxes.

Unrelated Business Income (UBI).--See defini-
tion of Gross Unrelated Business Income (UBI).

Unrelated Business Income Tax.--This was the
tax imposed on unrelated business taxable income. It
was determined based on the regular corporate or
trust income tax rates that were in effect for the
2002 Tax Year, as shown in the following schedules.

Tax Rates for Corporations

Amount of unrelated business taxable income is:

Of the

But not amount

Over— over— Tax is: over—
$0 $50,000 15% $0
50,000 75,000 $7,500 +25% 50,000
75,000 100,000 13,750 + 34% 75,000
100,000 335,000 22.250+39% 100,000
335,000 10,000,000 113,900+ 34% 335,000
10,000,000 15,000,000 3,400,000+35% 10,000,000
15,000,000 18,333,333 5,150,000+38% 15,000,000
18,333,333 -- 35% 0

Tax Rates for Trusts

Amount of unrelated business taxable income is:

Of the

But not amount

Over— over— Tax is: over—
$0 $1,850 15.0% $0
1,850 4,400 $277.50+27.0% 1,850
4,400 6,750 966.00 + 30.0% 4,400
6,750 9,200 1,671.00+35.0% 6,750
9,200 -- 2,528.50 +38.6% 9,200

Unrelated Business Taxable Income (Less
Deficit).--This was gross income derived from any
unrelated trade or business regularly carried on by an
exempt organization, less deductions directly con-
nected with carrying on the trade or business and less
other allowable deductions not directly connected.
On a return-by-return basis, the result of this compu-
tation was either positive (unrelated business taxable
income), negative (deficit), or zero. Taxable income
was subject to the unrelated business income tax.
(See, also, explanations of Deductions Directly Con-
nected With Unrelated Business Income and Deduc-
tions Not Directly Connected With Unrelated Busi-
ness Income.)
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Unrelated Debt-Financed Income.--Gross
income from investment property for which acquisi-
tion indebtedness was outstanding at any time during
the tax year was subject to the unrelated business
income (UBI) tax. The percentage of investment
income to be included as gross UBI was proportional
to the ratio of average acquisition indebtedness to the
average adjusted basis of the property. Various
types of passive income (generally, investment in-
come) were considered to be unrelated debt-financed
income, but only if the income arose from property
acquired or improved with borrowed funds and if the
production of income was unrelated to the
organization’s tax-exempt purpose. When any prop-
erty held for the production of income by an organi-
zation was disposed of at a gain during the tax year,
and there was acquisition indebtedness outstanding at
any time during the 12-month period prior to the date
of disposition, the property was considered debt-
financed property, and the gain was treated as unre-
lated debt-financed income. Income from debt-
financed property did not include rents from personal
property (e.g., computers or furniture) leased with
real property, certain passive income (generally,
investment income) from controlled organizations,
and other amounts that were otherwise included in
computing unrelated business taxable income. Inter-
nal Revenue Code section 501(c)(7), (9), and (17)
organizations reported all debt-financed income as
“Investment Income (Less Loss).” All other organi-
zations reported debt-financed income separately.

Notes and References

[1] The unrelated business income tax (UBIT) was
imposed on the portion of a tax-exempt organi-
zation’s income produced from a trade or
business that was conducted on a regular basis
and was not substantially related to the organi-
zation’s tax-exempt mission. After reducing
gross income by allowable deductions, any
resulting positive net income was subject to UBIT.

[2] The proxy tax is required to be reported on
Form 990-T and is included in total tax, but it has
no connection to the imposition of the unrelated
business income tax or an organization’s in-
volvement in unrelated business activities. A
tax-exempt membership organization was liable

[3]

[4]

[3]

for the proxy tax on certain nondeductible
lobbying and political expenditures if the organi-
zation did not notify its members of the shares of
their dues that were allocated to the nondeduct-
ible expenditures, or if the notice did not include
the entire amount of dues that was allocated.
(See “Proxy Tax” in the Explanation of Selected
Terms section of this article for more informa-
tion.) The proxy tax of $1.4 million shown in
the total tax computation is only that reported by
Form 990-T filers with gross unrelated business
income above the $1,000 filing threshold, a
criterion for selection for the Statistics of
Income (SOI) sample. Proxy tax reported by
organizations that had no UBI or those that had
UBI below the filing threshold is not included.
According to IRS Business Returns Transac-
tions File records, total proxy tax of $12.1 million
was reported on Forms 990-T for Tax Year 2002.

The amount of total tax liability originally re-
ported on Forms 990-T, as stated in these
statistics, may not necessarily be the amount
ultimately paid to the Internal Revenue Service
(IRS). Changes in tax liability assessments can
be made after the original return is filed, either
by the taxpayer on an amended return, by the
IRS after examination, or by litigation.

All Form 990-T filers described under Internal
Revenue Code sections 220(e) (Archer Medical
Savings Accounts), 401(a) (pension, profit-
sharing and stock bonus plans), 408(e) (tradi-
tional Individual Retirement Arrangement),
408A (Roth Individual Retirement Arrange-
ment), 529(a) (Qualified State Tuition Plans),
and 530(a) (Coverdall Education Savings
Accounts) are trusts. The group of filers
described under section 501(c) contains a mix
of trusts and corporations, depending on an
entity’s choice of organizational structure when
it was created (defined in the organization’s
articles of incorporation or association). See
the Appendix to this article for a description of
the various types of tax-exempt organizations
subject to the unrelated business income tax
provisions.

Most of the statistics on tax-exempt trusts and
tax-exempt corporations presented in this
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[6]

[7]

section are from unpublished data from Form
990-T SOI studies conducted for Tax Years
1998, 1999, and 2002.

Eighty-one percent of section 501(c)(9) volun-
tary employees’ beneficiary associations
(VEBAS) that had taxable unrelated business
income for 2002 were structured as trusts, and
these trusts accounted for 98 percent of the
unrelated business income tax liability of all
VEBA’s filing Form 990-T for 2002.

A business activity is considered unrelated if it
does not contribute importantly (other than the
production of funds) to accomplishing an
organization’s charitable, educational, or other
purpose that is the basis for the organization’s
tax exemption. In determining whether activities
contribute importantly to the accomplishment of
an exempt purpose, the size, extent, and nature
of the activities involved must be considered in
relation to the size, extent, and nature of the
exempt function that they intend to serve. To
the extent an activity is conducted on a scale
larger than is reasonably necessary to perform
an exempt purpose, it does not contribute
importantly to the accomplishment of the exempt
purpose. The part of the activity that is more
than needed to accomplish the exempt purpose
is an unrelated trade or business. Whether an
activity contributes importantly depends in each
case on the facts involved. See IRS Publication
598, Tax on Unrelated Business Income of
Exempt Organizations, for additional informa-
tion on unrelated business income and tax.

The following is a case example from Publica-
tion 598. An American folk art museum oper-
ates a shop in the museum that sells reproduc-
tions of works in the museum’s own collection
and also works from the collections of other art
museums. In addition, the museum sells souve-
nir items of the city where the museum is
located. The sale of the reproductions, regard-
less of which museum houses the original works,
is considered to be “related” because it contrib-
utes importantly to the achievement of the
museum’s exempt educational purpose by
making works of art familiar to a broader

[8]

[9]

segment of the public, thereby enhancing the
public’s understanding and appreciation of art.
However, the sale of souvenir items depicting
the city in which the museum is located is
considered to be “unrelated” because it has no
causal relationship to art or to artistic endeavor,
and, therefore, does not contribute importantly to
the accomplishment of the museum’s exempt
educational purposes.

The unrelated business income tax (UBIT) for
exempt corporations and trusts was determined
based on the regular corporate and trust income
tax rates in effect for the tax year of the Form
990-T filing. Trusts that were eligible for the
maximum 28-percent tax rate on capital gain net
income figured their tax based on Schedule D of
Form 1041, U.S. Income Tax Return for
Estates and Trusts. The corporate and trust
tax-rate schedules for Tax Year 2002 are
included in the definition of Unrelated Business
Income Tax, found in the Explanation of Se-
lected Terms section of this article.

Churches, which are tax-exempt under Internal
Revenue Code section 501(c)(3), are not
required to apply for exemption unless they
desire to obtain an Internal Revenue Service
ruling, and they do not have to file a Form 990
information return. However, these churches
are required to file Form 990-T if they received
$1,000 or more of gross income from business
activities that were considered unrelated to their
religious purposes. For the most recent Form
990 annual data on organizations tax-exempt
under Internal Revenue Code sections 501(c)(3)
(excluding private foundations and most reli-
gious organizations) through 501(c)(9), see
Arnsberger, Paul D., “Charities and Other Tax-
Exempt Organizations, 2002,” Statistics of
Income Bulletin, Fall 2005, Volume 25, Num-
ber 2. For the most recent data on private
foundations, see Ludlum, Melissa, “Domestic
Private Foundations, 1993-2002,” Statistics of
Income Bulletin, Fall 2005, Volume 25, Number
2. Internal Revenue Code section 4947(a)(1)
“nonexempt charitable trusts” and section
4947(a)(2) “split-interest trusts” are required to
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report unrelated business income on Form 1041,
Estate and Trust Income Tax Return, rather
than Form 990-T. For information on split-
interest trusts, which file Form 5227, Split-
Interest Trust Information Return, see
Schreiber, Lisa, “Split-Interest Trusts, 2003,”
Statistics of Income Bulletin, Spring 2006,
Volume 25, Number 4. These reports, and
statistical tables of nonexempt charitable trust
data for 2002, are available from the IRS Tax
Stats Web site at http://www.irs.gov/taxstats.

[10] Data collected for the deductions allocation
study were controlled to provide statistics solely
on amounts of itemized deductions allocated
from Other deductions. Any SOI adjustments
made for reasons other than allocating, such as
correcting math errors, are included in both the
SOI adjusted amounts and the taxpayer re-
ported amounts.

[11] The actual number of Tax Year 2002 large-
income Forms 990-T with allocations was 492.
Seven returns could not be located for the study,
and data on taxpayer entries of itemized deduc-
tions were not available from any other source.

[12] For purposes of analysis, “small” public charities
hold less than $1 million in book value of total
assets; “medium” public charities hold from $1
million to less than $50 million in book value of
total assets; and “large” public charities hold $50
million or more in book value of total assets.

[13] For additional information on the Forms 990 and
990-T integrated sample design, see Harte,
James M. and Hilgert, Cecelia H., “Enriching
One Sample While Improving Another: Linking
Differently Stratified Samples of Documents
Filed by Exempt Organizations,” Statistics of
Income: Turning Administrative Systems Into
Information Systems, 1993.
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Appendix
Types of Tax-Exempt Organizations Subject to the Unrelated Business Income Tax Provisions,
by Internal Revenue Code Section

Cogle Description of organization General nature of activities
section
220(e) Archer Medical Savings Accounts (MSA's) Fiduciary agent for accounts used in conjunction
with high-deductible health insurance plans to save
funds for future medical expenses
401(a) Qualified pension, profit-sharing, or stock bonus plans | Fiduciary agent for pension, profit-sharing, or stock
bonus plans
408(e) Traditional Individual Retirement Accounts (IRA's) Fiduciary agent for retirement funds
408A Roth Individual Retirement Accounts (IRA's) Fiduciary agent for retirement funds; subject to
same rules as traditional IRA's, except contributions
are not tax-deductible and qualified distributions are
tax free
501(c)(2) Title-holding corporations for exempt organizations Holding title to property for exempt organizations
(3) Religious, educational, charitable, scientific, or literary | Activities of a nature implied by the description of
organizations; testing for public safety organizations. the class of organization
Also, organizations preventing cruelty to children or
animals, or fostering national or international amateur
sports competition
(4) Civic leagues, social welfare organizations, and local Promotion of community welfare and activities from
associations of employees which net earnings are devoted to charitable,
educational, or recreational purposes
(5) Labor, agricultural, and horticultural organizations Educational or instructive groups whose purpose is
to improve conditions of work, products, and
efficiency
(6) Business leagues, chambers of commerce, real estate | Improving conditions in one or more lines of
boards, and like organizations business
(7) Social and recreational clubs Pleasure, recreation, and social activities
(8) Fraternal beneficiary societies and associations Lodges providing for payment of life, health,
accident, or other insurance benefits to members
9) Voluntary employees' beneficiary associations Providing for payment of life, health, accident, or
(including Federal employees' voluntary beneficiary other insurance benefits to members
associations formerly covered by section 501(c)(10))
(10) Domestic fraternal beneficiary societies and Lodges, societies, or associations devoting their net
associations earnings to charitable, fraternal, and other specified
purposes, without life, health, or accident insurance
benefits to members
(11) Teachers' retirement fund associations Fiduciary associations providing for payment of
retirement benefits
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Appendix

Types of Tax-Exempt Organizations Subject to the Unrelated Business Income Tax Provisions,
by Internal Revenue Code Section--Continued

Cogle Description of organization General nature of activities
section
501(c)(12) Benevolent life insurance associations, mutual ditch or || Activities of a mutually beneficial nature implied by
irrigation companies, mutual or cooperative telephone | the description of the class of organization
companies, and like organizations
(13) Cemetery companies Arranging for burials and incidental related activities
(14) State-chartered credit unions and mutual insurance or | Providing loans to members or providing insurance
reserve funds of, or reserve funds for, shares or deposits in
certain banks or loan associations
(15) Mutual insurance companies or associations other Providing insurance to members, substantially at
than life, if written premiums for the year do not cost
exceed $350,000
(16) Corporations organized to finance crop operations Financing crop operations in conjunction with
activities of a marketing or purchasing association
17) Supplemental unemployment benefit trusts Fiduciary agent for payment of supplemental
unemployment compensation benefits
(18) Employee-funded pension trusts (created before June || Providing for payments of benefits under a pension
25, 1959) plan funded by employees
(19) Posts or organizations of past or present members of Providing services to veterans or their dependents;
the armed forces advocacy of veteran's issues; and promotion of
patriotism and community service programs
(21) Black Lung Benefit Trusts Created by coal mine operators to satisfy their
liability for disability or death due to black lung
disease
(22) Withdrawal liability payment funds Providing funds to meet the liability of employers
withdrawing from a multiple-employer pension fund
(23) Associations of past and present members of the Providing insurance and other benefits to veterans
armed forces founded before 1880 or their dependents
(24) Trusts described in section 4049 of the Employee Providing funds for employee retirement income
Retirement Income Security Act of 1974
(25) Title-holding corporations or trusts with no more than Acquiring real property and remitting all income

35 shareholders or beneficiaries and only one class of

stock or beneficial interest

earned from such property to one or more exempt
organizations; pension, profit-sharing, or stock
bonus plans; or governmental units
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Appendix

Types of Tax-Exempt Organizations Subject to the Unrelated Business Income Tax Provisions,
by Internal Revenue Code Section--Continued

Code
section

Description of organization

General nature of activities

501(c)(26)

(27)

529(a)

530(a)

State-sponsored high-risk health insurance plans

State-sponsored workers' compensation reinsurance
plans

Qualified State Tuition Plans

Coverdell Education Savings Accounts

Providing coverage for medical care on a not-for-
profit basis to residents with pre-existing medical
conditions that resulted in denied or exorbitantly

priced traditional medical care coverage

Pooled employers' funds providing reimbursements
to employees for losses arising under workers'
compensation acts; also, State-created, -operated,
and -controlled organizations providing workers'
compensation insurance to employers

State- and agency-maintained plans that allow
individuals to purchase credits or certificates, or
make contributions to an account, to pay for future
educational expenses

Fiduciary agent for accounts created for the
purpose of paying qualified higher education
expenses of a designated beneficiary

NOTE: Corporations that are organized under an Act of Congress, and are instrumentalities of the United States, described in
section 501(c)(1) of the Internal Revenue Code, are not subject to unrelated business income taxation. Prepaid legal service funds,
previously described in section 501(c)(20) of the Internal Revenue Code, were no longer tax-exempt effective with tax years
beginning after June 30, 1992.
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Table 1.--Number of Returns, Gross Unrelated Business Income (UBI), Total Deductions, Unrelated
Business Taxable Income (Less Deficit), Unrelated Business Taxable Income, and Total Tax, by Internal
Revenue Code Section Describing Type of Tax-Exempt Organization, Tax Year 2002

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

Gross Total Unrelated business taxable Total
Number unrelated deductions '? income Unrelated tax *
Internal Revenue of business (less deficit) business
Code section returns income Number Number taxables Number
(UBI) of Amount of Amount income of Amount
returns returns returns

™) 2) ®3) “4) ®) (6) ) ®) 9)
35,103 7,776,017 34,977 7,922,208 27,230 -146,191 647,246 14,511 192,747
381 79,958 334 31,491 325 48,467 49,652 249 16,591
2,300 13,124 2,300 3,288 2,253 9,837 9,837 2,206 3,373
286 87,717 286 91,473 229 -3,756 11,099 84 3,487
12,803 4,720,890 12,795 5,005,814 9,852 -284,924 288,853 4,183 86,001
1,484 437,329 1,462 448,785 878 -11,456 14,598 214 3,855
2,079 241,256 2,078 242,656 1,545 -1,400 19,360 651 5,126
5,483 924,341 5,483 911,889 3,889 12,452 73,346 1,762 20,775
6,372 494,524 6,325 486,541 5,400 7,983 50,067 3,662 10,680
595 130,038 595 128,594 338 1,444 3,931 221 709
733 347,553 733 252,661 426 94,892 102,233 395 35,744
245 23,962 245 25,193 206 -1,231 1,922 41 351
231 77,910 231 77,279 182 631 7,357 102 2,499
*114 *3,470 *114 *3,034 *114 *436 *997 *102 *211
123 45,949 123 56,372 121 -10,423 4,026 84 1,224
1,799 135,489 1,799 139,487 1,397 -3,998 6,795 483 1,094
*25 *1,732 *25 *1,245 *25 *488 *641 *23 *96
529(a).... - - - - - - - - -
530(a).... - - - - - - - - -

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

**Data deleted to avoid disclosure of information for specific taxpayers. However, data are included in the appropriate totals.

* Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.4 billion.

2 Includes both expenses and deductions reported on Form 990-T, lines 13(B) and 34, respectively.

2 Includes only positive amounts of unrelated business taxable income.

4 Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other allowable
credits), plus the "alternative minimum tax," the "proxy" tax on nondeductible lobbying and political expenditures, and "other" taxes. The proxy tax was reported on Form 990-T and
was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement in unrelated business activities. For exempt
organizations reporting gross UBI above the $1,000 filing threshold, total proxy tax was $1.1 million.

5 Corporations that are organized under an Act of Congress and are instrumentalities of the United States, described in section 501(c)(1) of the Internal Revenue Code, are not
subject to unrelated business income taxation.

6 Prepaid legal service funds, previously described in section 501(c)(20) of the Internal Revenue Code, were no longer tax-exempt, beginning with tax years after June 30, 1992.
Therefore, these organizations are not listed in this table.

NOTES: Detail may not add to totals because of rounding. See the Appendix to this article for descriptions of the types of tax-exempt organizations filing Form 990-T, by the Internal
Revenue Code section describing them.
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Table 2.--Number of Returns, Gross Unrelated Business Income (UBI), Total Deductions, Unrelated
Business Taxable Income (Less Deficit), Unrelated Business Taxable Income, and Total Tax, by Size
of Gross UBI, Tax Year 2002

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

Gross Total Unrelated business taxable Total
Number unrelated deductions '? income Unrelated tax*
Size of gross unrelated of business (less deficit) business
business income (UBI) returns income Number Number taxables Number
(UBI) of Amount of Amount income of Amount
returns returns returns
() 2) () “4) 5) (6) @) 8) 9)
Total 35,103 7,776,017 34,977 7,922,208 27,230 -146,191 647,246 14,511 192,747
$1,000 under $10,001 5 ..................... 13,395 53,742 13,348 62,733 10,310 -8,991 13,624 6,868 2,444
$10,001 under $100,0005. .................. 13,341 508,157 13,266 541,776 10,389 -33,619 71,541 4,584 13,280
$100,000 under $500,000 5,987 1,306,509 5,986 1,339,646 4,722 -33,138 136,918 2,237 36,772
$500,000 under $1,000,000.. 1,139 794,839 1,138 798,162 853 -3,324 69,732 410 21,231
$1,000,000 under $5,000,000 999 2,022,671 997 2,041,214 769 -18,543 194,002 329 64,471
$5,000,000 Or MOre........coveveereerareannes 242 3,090,100 242 3,138,677 187 -48,577 161,429 82 54,549

* Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from sales and
services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages, and certain other
deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.4 billion.

2 Includes both expenses and deductions reported on Form 990-T, lines 13(B) and 34, respectively.

2 Includes only positive amounts of unrelated business taxable income.

* Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other
allowable credits), plus the "alternative minimum tax," the "proxy" tax on nondeductible lobbying and political expenditures, and "other" taxes. The proxy tax was reported on
Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement in unrelated business activities.

For exempt organizations reporting gross UBI above the $1,000 filing threshold, total proxy tax was $1.1 million.

5The gross unrelated business income (UBI) brackets of "$1,000 under $10,001" and "$10,001 under $100,000" reflect the different filing requirements for organizations with
gross UBI of $10,000 or less (not required to report itemized expenses and deductions, or to complete return schedules) and all other Form 990-T filers (required to file a more
detailed "complete" return). Organizations with gross UBI below $1,000 were not required to file Form 990-T.

NOTE: Detail may not add to totals because of rounding.
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Table 3.--Number of Returns, Gross Unrelated Business Income (UBI), Total Deductions, Unrelated
Business Taxable Income (Less Deficit), Unrelated Business Taxable Income, and Total Tax, by Size
of Unrelated Business Taxable Income or Deficit, Tax Year 2002

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

Gross Total Unrelated business taxable Total
Number unrelated deductions " income tax®
Size of unrelated business of business (less deficit)
taxable income or deficit returns income Number Number Number
(UBI) of Amount of Amount of Amount
returns returns returns
) 2 ®) “4) ®) 6) @) ®)
Total 35,103 7,776,017 34,977 7,922,208 27,230 -146,191 14,511 192,747
DEFICHt....oeceie e 12,735 3,466,715 12,735 4,260,153 12,735 -793,438 108 650
ZEIO .ottt 7,873 1,872,093 7,873 1,872,093 - - 123 584
$1 under $1,000........coerriinieneeciine 3,232 60,533 3,232 59,225 3,232 1,308 3,227 197
$1,000 under $10,000..........ccocerereeereeenne 6,653 270,326 6,606 245,392 6,653 24,934 6,522 3,982
$10,000 under $100,000... 3,663 664,768 3,588 544,351 3,663 120,417 3,592 22,328
$100,000 under $500,000. 741 647,714 740 490,728 741 156,986 736 49,490
$500,000 under $1,000,000.. 92 224,881 91 160,677 92 64,205 90 20,825
$1,000,000 OF MOTE.....cuvvemerearrrininiaeaeeea 114 568,987 112 289,591 114 279,396 113 94,691

* Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.4 billion.

2 Includes both expenses and deductions reported on Form 990-T, lines 13(B) and 34, respectively.

3 Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other
allowable credits), plus the "alternative minimum tax," the "proxy" tax on nondeductible lobbying and political expenditures, and "other" taxes. The proxy tax was reported on
Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement in unrelated business activities.
For exempt organizations reporting gross UBI above the $1,000 filing threshold, total proxy tax was $1.1 million.

“The Zero category includes 7,873 returns with equal amounts of gross unrelated business income and total deductions. These returns are not included in the data shown in
column 5.

NOTE: Detail may not add to totals because of rounding.
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Table 4.--Returns with Positive Unrelated Business Taxable Income: Number of Returns, Gross
Unrelated Business Income (UBI), Total Deductions, Unrelated Business Taxable Income, and Total
Tax, by Type of Entity and Size of Gross UBI, Tax Year 2002

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

Gross Total Total
Type of entity and size of Number unrelated deductions " Unrglated tax
gross unrelated business of business business
X K taxable
income (UBI) returns income Number . Number
income
(UBI) of Amount of Amount
returns returns
() @ ©) “) ®) (6) @)
ALL ENTITIES
Total 14,495 2,437,209 14,369 1,789,963 647,246 14,281 191,513
4
$1,000 under $10,001.... 6,820 24,294 6,773 10,669 13,624 6,773 2,152
$10,001 under $100,000 4,621 171,812 4,546 100,270 71,541 4,514 12,954
$100,000 under $500,000 2,239 505,147 2,238 368,228 136,918 2,195 36,607
$500,000 under $1,000,000.. 410 279,005 409 209,273 69,732 402 21,150
$1,000,000 under $5,000,000.. 329 637,535 327 443,534 194,002 322 64,225
$5,000,000 or more 75 819,417 75 657,987 161,429 74 54,425
TAX-EXEMPT CORPORATIONS
Total 11,339 2,164,609 11,260 1,709,995 454,613 11,223 124,840
$1,000 under $10,001 ! o 4,277 18,068 4,230 7,749 10,319 4,277 1,556
$10,001 under $100,000 4,277 160,462 4,249 98,376 62,086 4,217 9,593
$100,000 under $500,000 2,058 463,021 2,057 360,823 102,197 2,014 24,108
$500,000 under $1,000,000.. 377 255,598 376 203,964 51,634 370 15,235
$1,000,000 under $5,000,000.. 285 547,739 283 419,960 127,779 280 40,881
$5,000,000 or more 64 719,721 64 619,123 100,598 64 33,466
TAX-EXEMPT TRUSTS
Total 3,156 272,600 3,109 79,967 192,633 3,058 66,673
$1,000 under $10,001 ! g 2,543 6,225 2,543 2,920 3,305 2,496 595
$10,001 under $100,000 345 11,350 297 1,894 9,456 297 3,361
$100,000 under $500,000. 181 42,126 181 7,405 34,721 181 12,499
$500,000 under $1,000,000 33 23,407 33 5,309 18,098 32 5,915
$1,000,000 under $5,000,000 44 89,797 44 23,574 66,222 42 23,344
$5,000,000 OF MOTE........ouuiiiriririsisrne e 11 99,696 11 38,865 60,831 10 20,959

* Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from

sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For exempt organizations reporting positive unrelated business taxable income, cost of sales and services was $710.6 million, 99 percent of

which was attributable to tax-exempt corporations.

2 Includes both expenses and deductions reported on Form 990-T, lines 13(B) and 34, respectively.

3 Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other
allowable credits), plus the "alternative minimum tax," the "proxy" tax on nondeductible lobbying and political expenditures, and "other" taxes. The proxy tax was reported on

Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement in unrelated business activities.
For exempt organizations reporting positive unrelated business taxable income, total proxy tax was $0.4 million.

“The gross unrelated business income (UBI) brackets of "$1,000 under $10,001" and "$10,001 under $100,000" reflect the different filing requirements for organizations

with gross UBI of $10,000 or less (not required to report itemized expenses and deductions, or to complete return schedules) and all other Form 990-T filers (required to file a

more detailed "complete" return). Organizations with gross UBI below $1,000 were not required to file Form 990-T.

NOTE: Detail may not add to totals because of rounding.
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Table 5.--Number of Returns, Gross Unrelated Business Income (UBI), Total Deductions, Unrelated

Business Taxable Income (Less Deficit), Unrelated Business Taxable Income, and Total Tax, by

Primary Unrelated Business Activity or Industrial Grouping, Tax Year 2002

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

Gross Total Unrelated business taxable Total
Number unrelated deductions ? income Unrelated tax*
Primary unrelated business activity of business (less deficit) business
or industrial grouping returns income Number Number taxables Number
(UBI) of Amount of Amount Income of Amount
returns returns returns
W) @ ®) @ ®) ©) ) ®) ©
All activities and groupings........ccewwwwees 35103 | 7,776,017 | 34977 | 7,922,208 | 27,230 | -146,191 647,246 | 14,511 || 192,747
Agriculture, forestry, hunting, and fishing..........] 224 41,133 224 21,943 173 19,190 22,680 158 7,664
MINING. ettt 244 26,503 244 26,136 181 367 4,306 179 1,049
ULIlItIeS....oeeic e 30 26,162 30 25,336 26 826 *1,431 *19 *517
Construction... 52 110,862 52 111,350 45 -488 *1,401 *29 *453
Manufacturing. 139 57,988 139 68,228 105 -10,240 11,233 58 3,864
Wholesale trade... *63 *2,396 *63 *2,173 *62 *223 *559 *49 *139
Retail trade..........cccooiiiiiii 1,625 441,128 1,625 501,662 1,294 -60,534 19,021 564 5,222
Transportation and warehousing....................... 32 6,854 32 7,935 30 -1,081 1,031 4 340
Information..........ccooeiiiiiciiiic 673 231,030 671 230,076 506 954 22,101 273 7,777
Finance and insurance, total............................. 8,470 1,102,210 8,421 905,596 7,009 196,614 263,473 5,812 84,499
Unrelated debt-financed activities,
other than rental of real estate®................. 437 100,798 437 61,805 372 38,993 48,008 211 15,677
Investment activities of Code section
501(c)(7), (9), and (17) organizationsf’.‘.?.... 3,187 366,694 3,187 256,770 2,462 109,924 118,609 2,156 38,495
Passive income activities with
controlled organizations?..............c.......... 342 180,936 341 166,634 286 14,302 27,851 209 8,965
Other finance and insurance ...........ccccocceu.e.e. 4,505 453,782 4,456 420,387 3,889 33,396 69,005 3,236 21,362
Real estate and rental and leasing, total........... 6,106 941,635 6,081 928,794 4,921 12,841 106,421 2,470 29,860
Rental of personal property ..........ccccccoeeveunnne 620 52,796 620 52,694 486 102 5,304 210 1,196
Other real estate and rental and leasing. 5,486 888,839 5,461 876,100 4,436 12,739 101,118 2,259 28,663
Professional, scientific, and technical services.| 7,854 1,732,006 7,854 1,784,898 5114 -52,891 75,924 1,674 20,969
Management of companies and enterprises...... 4 3,567 4 1,128 4 2,439 2,476 3 837
Administrative and support and waste
management and remediation services......... 704 335,269 704 351,506 482 -16,237 16,953 207 5,059
Educational services 12 32,602 12 37,650 8 -5,049 351 3 112
Healthcare and social assistance... 993 1,348,143 991 1,468,051 837 -119,909 42,616 307 13,517
Arts, entertainment, and recreation... 4,070 616,715 4,022 662,940 3,171 -46,225 26,261 1,420 4,488
Accommodation and food services.................... 2,739 485,360 2,739 536,932 2,394 -51,572 16,702 851 3,423
Other SErVICES.......ccueeeieeiie e eeen 698 154,288 698 170,293 608 -16,005 6,436 300 1,348
Exploited exempt activities............cccccvvirncnnne 210 75,233 210 74,517 145 716 5,309 127 1,432
Not allocable...........ccooveiieiii 163 4,933 163 5,064 115 -131 *561 *5 *178

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

* Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.4 billion.

2 Includes both expenses and deductions reported on Form 990-T, lines 13(b) and 34, respectively.

3 Includes only positive amounts of unrelated business taxable income.

4Total tax is the regular unrelated business income tax after reduction by any tax credits (foreign tax credit, general business credit, prior-year minimum tax credit, and other
allowable credits), plus the "alternative minimum tax," the "proxy" tax on nondeductible lobbying and political expenditures, and "other" taxes. The proxy tax was reported on
Form 990-T and was included in total tax; however, it had no connection to the tax on unrelated business income or an organization's involvement in unrelated business activities.
For exempt organizations reporting gross UBI above the $1,000 filing threshold, total proxy tax was $1.1 million.

5See the Explanation of Selected Terms section of this article for definitions of Unrelated Debt-Financed Income, Investment Income (Less Loss), and Income from Controlled
Organizations.

® Section 501(c)(7) organizations are social and recreational clubs; section 501(c)(9) organizations are voluntary employees' beneficiary associations; and section 501(c)(17)
organizations are supplemental unemployment benefit trusts.

NOTE: Detail may not add to totals because of rounding.
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Table 6.--Sources of Gross Unrelated Business Income (UBI), by Size of Gross UBI, Tax Year 2002

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

Sources of gross unrelated business income (UBI) *

Gross unrelated business income

(UBI) Gross profit (less loss) Capital gain
Size of gross unrelated from sales and services net income
business income (UBI) Number Number Number
of Amount of Amount of Amount
returns returns returns
() 2) ®) “4) ®) 6)
Total 35,103 7,776,017 14,895 4,322,643 614 106,267
$1,000 under $10,0012 .................................... 13,395 53,742 2,864 10,010 *151 *184
$10,001 OF MOTe, t0tal *..vvvevevesesesesesmsnsmsnsnneeens 21,708 7,722,275 12,031 4,312,632 463 106,083
$10,001 under $100,000..... 13,341 508,157 6,731 230,100 214 7,641
$100,000 under $500,000... 5,987 1,306,509 3,734 707,744 159 17,842
$500,000 under $1,000,000............c.ccvererennsd 1,139 794,839 735 412,856 30 11,109
$1,000,000 under $5,000,000 999 2,022,671 659 1,094,952 42 38,761
$5,000,000 or more... 242 3,090,100 172 1,866,979 18 30,730
Sources of gross unrelated business income (UBI) '--Continued

Size of gross unrelated

business income (UBI)

Net capital loss

Net gain (less loss),

Income (less loss) from partnerships
and S corporations

(trusts only)

sales of noncapital assets*

Number Number Number
of Amount of Amount of Amount
returns returns returns
@) ®) ©) (109) an (12)
Total 147 930 250 4,445 3,977 180,890
$1,000 under $10,0012 .................................... *47 *142 *10 *-220 2,793 7,353
$10,001 or more, total>* 99 788 240 4,664 1,184 173,537
$10,001 under $100,000.. - - 121 -160 548 10,652
$100,000 under $500,000...........ccceerrreeennsd 62 548 65 697 317 35,560
$500,000 under $1,000,000... 10 30 15 242 107 20,078
$1,000,000 under $5,000,000 24 200 23 -820 150 59,219
$5,000,000 OF MOTE......cevvemeeareeininieeaeeeeianens 3 9 16 4,706 62 48,028
Sources of gross unrelated business income (UBI) '-- Continued
Rental Unrelated debt- Investment income
6
Size of gross unrelated income ° financed income (less loss)
business income (UBI)
Number Number Number
of Amount of Amount of Amount
returns returns returns
(13) (14) (15) (16) (17) (18)
Total 4,550 240,445 3,079 436,949 5,454 350,619
2
$1,000 under $10,001 .......ccoeeerenerennnncnnnennd 1,163 5,415 866 3,539 2,606 7,702
$10,001 OF MOre, total™.........ovveeeeereeersrnssesanns 3,387 235,031 2,213 433,410 2,848 342,917
$10,001 under $100,000 2,423 55,547 1,380 43,575 1,630 22,184
$100,000 under $500,000... 722 63,133 590 81,312 951 43,446
$500,000 under $1,000,000... 125 31,728 95 40,519 169 30,141
$1,000,000 under $5,000,000 92 47,944 120 120,796 84 94,406
$5,000,000 or more 25 36,678 28 147,208 14 152,738

Footnotes at end of table.
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Table 6.--Sources of Gross Unrelated Business Income (UBI), by Size of Gross UBI, Tax Year 2002
--Continued

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

Sources of gross unrelated business income (UBI) *--Continued
Income from Exploited exempt activity Advertising Other income
Size of gross unrelated controlled organizations 7 income, except advertising income (less loss)
business income (UBI)
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(19 (20) 21 (22) (23) (24) (25 (26)
Total 1,358 211,110 842 128,202 8,226 1,281,633 5,035 513,745
$1,000 under $10,0012 .. 400 1,100 *181 *1,080 3,387 13,927 1,131 3,795
$10,001 or more, total **... 958 210,010 661 127,122 4,839 1,267,706 3,905 509,950
$10,001 under $100,000...........c.ccccurenne 540 8,508 291 5,520 2,686 80,801 2,134 43,789
$100,000 under $500,000.............c........ 249 22,890 225 17,272 1,512 220,800 1,254 96,360
$500,000 under $1,000,000.................. 57 12,691 57 15,973 313 170,229 215 49,302
$1,000,000 under $5,000,000............... 75 58,568 69 45,285 265 316,355 234 147,403
$5,000,000 OF MOF€........correereerrrreannes 37 107,352 19 43,072 62 479,522 68 173,096

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

* For definitions of the sources of gross unrelated business income, see the Explanation of Selected Terms section of this article.

2 The gross unrelated business income (UBI) brackets of "$1,000 under $10,001" and "$10,001 under $100,000" reflect the different filing requirements for organizations with
gross UBI of $10,000 or less (not required to report itemized expenses and deductions, or to complete return schedules) and all other Form 990-T filers (required to file a more
detailed "complete" return). Organizations with gross UBI below $1,000 were not required to file Form 990-T.

3 All organizations were required to report each income item, as shown in columns 3 through 26. However, only organizations with gross UBI over $10,000 were required to report
each deduction shown in columns 14 through 45, 48, 49, and 54 through 59 of Table 7. Income totals for these larger organizations with gross UBI over $10,000 are shown in order to
facilitate comparison with Table 7.

4 Property other than capital assets generally included property of a business nature, in contrast to personal and investment property, which were capital assets.

® Income from real property and personal property leased with real property.

6 Reported by Internal Revenue Code section 501(c)(7), (9), and (17) organizations only.

7 Annuities, interest, rents, and royalties.

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




Unrelated Business Income Tax Returns, 2002: Financial Highlights and Special
Analyses of Exempt-Organization Reporting Quality

Table 7.--Types of Deductions, by Size of Gross Unrelated Business Income (UBI), Tax Year 2002

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

All organizations Organizations with gross
unrelated business income
Total Total (UBI) of $1,000 under $10,001 2
Size of gross unrelated number deductions 12 Total Net operating Specific
business income (UBI) of deductions 2* loss deduction deduction
returns Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
()] (2) (3) 4) 5) (6) (1) 8) ©)
Total 35,103 34,977 7,922,208 13,348 62,733 921 1,263 8,117 7,614
$1,000 under $10,001 2 13,395 13,348 62,733 13,348 62,733 921 1,263 8,117 7,614
$10,001 under $100,000 3. 13,341 13,266 541,776 - - - - - -
$100,000 under $500,000 5,987 5,986 1,339,646 - - - - - -
$500,000 under $1,000,000.. 1,139 1,138 798,162 - - - - - -
$1,000,000 under $5,000,000.. 999 997 2,041,214 - - - - - -
$5,000,000 or more. 242 242 3,138,677 - -- - -- -- -

Organizations with gross unrelated business income (UBI) of $10,001 or more 3

Deductions directly connected with UBI

Total Allocable to Allocable to unrelated Allocable to
Size of gross unrelated deductions?5 Total rental debt-financed investment
business income (UBI) income 8 incomesé income®’
Number Number Number Number Number
of Amount of Amount of Amount of Amount of
returns returns returns returns returns
(10) (11) (12) (13) (14) (15) (16) (17) (18)
Total 20,704 7,305,072 20,704 7,305,072 1,623 156,010 2,115 426,611 908
$1,000 under $10,001 2........ccc..... - -- -- - -- - -- -- -
$10,001 under $100,000 3. 12,591 511,619 12,591 511,619 1,162 29,933 1,334 48,458 351
$100,000 under $500,000. A 5,800 1,265,199 5,800 1,265,199 328 40,222 550 85,515 413
$500,000 under $1,000,000......... 1,112 728,510 1,112 728,510 57 17,292 92 36,443 92
$1,000,000 under $5,000,000...... 967 1,908,607 967 1,908,607 59 33,067 113 116,738 49
$5,000,000 or more...................... 232 2,891,138 232 2,891,138 18 35,496 26 139,457 3

Organizations with gross unrelated business income (UBI) of $10,001 or more 3--Continued

Deductions directly connected with UBI--Continued

Allocable to Allocable to income Allocable to exploited Direct Compensation of
Size of gross unrelated investment from controlled exempt activity income, advertising officers, directors,
business income (UBI) income®7 organizations® except advertising® costs® and trustees
--Continued
Number Number Number Number
Amount of Amount of Amount of Amount of Amount
returns returns returns returns
(19) (20) (21) (22) (23) (24) (25) (26) (27)
Total 15,018 467 147,724 605 120,403 4,450 923,970 1,766 38,242
$1,000 under $10,001 2........ccco.... - -- -- - -- - -- -- -
$10,001 under $100,000 3. 1,300 225 6,477 281 4,533 2,463 65,959 929 8,660
$100,000 under $500,000. A 4,100 128 15,747 192 18,192 1,383 153,724 604 13,018
$500,000 under $1,000,000......... 1,580 39 9,074 54 12,983 301 125,396 101 3,516
$1,000,000 under $5,000,000...... 5,833 48 33,622 62 44,591 245 223,681 107 8,323
$5,000,000 or more...................... 2,206 27 82,805 16 40,104 57 355,210 26 4,723

Organizations with gross unrelated business income (UBI) of $10,001 or more 3--Continued

Deductions directly connected with UBI--Continued

Size of gross unrelated Salaries and wages Repairs and maintenance Bad debts Interest
business income (UBI)
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(28) (29) (30) (31) (32) (33) (34) (35)
Total 10,063 1,517,666 6,935 117,790 918 43,132 2,912 61,518
$1,000 under $10,007 2......coouimirnmiiriiicceeceieieen -- -- - -- - -- -- -
$10,001 under $100,000 2. 5,260 112,517 3,546 16,065 304 276 1,387 6,263
$100,000 under $500,000. 3,410 345,539 2,445 31,590 326 1,507 1,112 16,075
$500,000 under $1,000,000 652 174,121 456 13,591 104 1,710 211 9,340
$1,000,000 under $5,000,000.. ] 585 403,065 383 23,701 129 10,151 148 18,929
$5,000,000 or more.... 156 482,423 104 32,843 54 29,488 54 10,912

Footnotes at end of table.
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Table 7.--Types of Deductions, by Size of Gross Unrelated Business Income (UBI), Tax Year 2002

--Continued

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

Organizations with gross unrelated business income (UBI) of $10,001 or more 3--Continued

Deductions directly connected with UBI--Continued

Taxes and Contributions
Size of gross unrelated licenses paid Depreciation Depletion to deferred
business income (UBI) deduction compensation plans
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(36) (37) (38) (39) (40) (41) (42) (43)
Total 10,169 161,329 7,689 221,587 94 3,457 981 12,204
$1,000 under $10,001 2.... - - - - - - - -
$10,001 under $100,000 2 5,828 22,032 4,152 24,370 *74 *730 446 478
$100,000 under $500,000.... 3,224 65,653 2,496 57,052 *12 *937 360 2,047
$500,000 under $1,000,000. 557 26,370 469 26,991 ** * * *
$1,000,000 under $5,000,000. 444 29,139 438 54,935 7 **1,790 **175 **9,679
$5,000,000 or more 116 18,135 134 58,238 ** ** ** **
Organizations with gross unrelated business income (UBI) of $10,001 or more 3--Continued

Deducti

ions directly connected with UBI--Continued

Deductions not

Contributions Net operating directly connected
Size of gross unrelated to employee loss Other deductions with UBI
business income (UBI) benefit programs deduction
Total
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(44) (45) (46) (47) (48) (49) (50) (51)
Total 4,960 212,057 3,296 164,487 13,598 2,961,868 10,430 554,402
$1,000 under $10,001 2.... - - - - - - - -
$10,001 under $100,000 2,127 7,366 1,893 15,087 7,629 141,114 6,192 30,156
$100,000 under $500,000 1,815 29,508 963 29,038 4,217 355,737 3,045 74,447
$500,000 under $1,000,000. 442 21,733 181 20,667 804 226,235 601 69,652
$1,000,000 under $5,000,000. 447 62,739 203 44,810 753 791,001 474 132,607
$5,000,000 or more. 129 90,712 55 54,885 195 1,447,781 117 247,539
Organizations with gross unrelated business income (UBI) of $10,001 or more 3--Continued

Deductions not directly connected with UBI--Continued

Size of gross unrelated Specific deduction Charitable contributions Set-asides 7 Excess exempt
business income (UBI) expenses °
Number Number Number Number
of Amount of Amount of Amount of Amount
returns returns returns returns
(52) (53) (54) (55) (56) (57) (58) (59)
Total 8,031 7,635 1,456 32,740 351 223,387 2,314 290,640
$1,000 under $10,001 %........cccoivriiuiirninnnned - - - - - - - -
$10,001 under $100,000 3... 4,917 4,611 735 2,577 *195 *6,490 1,130 16,479
$100,000 under $500,000.... 2,288 2,208 487 6,890 90 15,135 769 50,215
$500,000 under $1,000,000.... 427 418 100 10,704 28 15,004 199 43,527
$1,000,000 under $5,000,000. . 324 323 100 8,237 30 48,297 171 75,749
$5,000,000 OF MOTE.......c.cueeiiciciiicicnans 75 75 34 4,333 9 138,462 45 104,670

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

**Data in adjacent size classes are combined to avoid disclosure of information about specific taxpayers.
' Excludes cost of sales and services, which was subtracted from gross receipts from sales and services in computing gross profit from sales and services. Gross profit from
sales and services was a component of gross unrelated business income (UBI). Cost of sales and services can include amounts attributable to depreciation, salaries and wages,
and certain other deductible items. For all exempt organizations reporting gross UBI, cost of sales and services was $2.4 billion.
2 Includes both expenses and deductions reported on Form 990-T, lines 13(B) and 34, respectively.
3 Organizations with gross UBI between $1,000 (the filing threshold) and $10,000 were required to report only totals for expenses and deductions (except for the specific deduction
and net operating loss deduction, which all organizations reported separately). Organizations with gross UBI over $10,000 were required to report each expense and deduction item
separately, as shown in columns 14 through 45, 48, 49, and 54 through 59.
4 Excludes $48.5 million of cost of sales and services reported by organizations with gross UBI of $10,000 or less. See footnote 1 for explanation.
® Excludes $2.3 billion of cost of sales and services reported by organizations with gross UBI over $10,000. See footnote 1 for explanation.
® This deduction was required to be reported as a lump-sum total only and may have included component deductions that were of the same type shown elsewhere in this table. For
example, if deductions "allocable to rental income" included depreciation, then that amount of depreciation would not be included in the separately reported item, "depreciation."
Therefore, the total amount shown for some of the separately reported deductions may be understated.
" Reported by Internal Revenue Code section 501(c)(7), (9), and (17) organizations only.
8 Includes excess exempt-activity expenses from Form 990-T, Schedule |, and excess readership costs from Form 990-T, Schedule J.
NOTE: Detail may not add to totals because of rounding.




Transactions Between Large Foreign-Owned Domestic
Corporations and Related Foreign Persons, 2002

by William P. Jauquet

he total value of transactions between large

foreign-owned domestic corporations and

related foreign persons declined for Tax Year
2002 despite the increased number of domestic
corporations and related persons engaged in these
transactions. The number of large domestic corpora-
tions that were 25 percent or more foreign-owned
and reported transactions with related foreign parties
continued to grow. For 2002, there were 737 for-
eign-owned domestic corporations, which reported
transactions with related foreign persons on Form
5472, up from 612 in 2000 and 610 in 1998. Figure
A, which provides statistics on selected items from
Form 5472 for Tax Years 1992 through 2002, high-
lights the extent of the decline in the value of
transactions from 2000 levels. The total amounts
received (excluding loan balances) declined by 37.2
percent to $166.7 billion, and the total amounts paid
(excluding loan balances) declined by 26.4 percent to
$353.6 billion. While loan balances, both amounts
borrowed and amounts loaned, increased for 2002,
the net increase on those balances declined by $11.5
billion. For 2002, the ending balance for the amount
borrowed, $498.8 billion, was $55.1 billion greater
than the beginning balance; for 2000 the difference
was $140.0 billion. For 2002 the ending balance for
amounts loaned, $189.1 billion, was $44.3 billion
greater than the beginning balance; for 2000 this
difference was $46.1 billion. Total inflows, the total
received plus the increase between the beginning
amounts borrowed and the ending amounts borrowed,
equaled $221.8 billion, a decline of 45.3 percent from
the 2000 amount. Total outflows, the total paid plus
the increase between the beginning amounts loaned
and the ending amounts loaned, equaled $397.9
billion, a decline of 24.4 percent from the 2000
amount. Taken together, the U.S. corporations in this
study sent out more in property, services, and money
than they received in transactions with related foreign
parties, resulting in a net outflow of $176.1 billion.

Study Criteria
This study covers transactions between reporting
corporations and related foreign persons. A reporting

William P. Jauquet is an economist with the Corporation
Research Section, Corporation Statistics Branch. This
article was prepared under the direction of Ken
Szeflinski, Chief.

corporation is defined as
either a domestic
corporation that is 25-
percent or more owned
by a single foreign
person or a foreign
corporation engaged in a
U.S. trade or business
(i.e., a U.S. branch of a
foreign corporation).
More then 99 percent of
the reporting corpora-
tions included in this
study are companies
incorporated in the United States. These corporations
must report transactions made with each related
foreign party during the taxable year[1]. Related
foreign persons include any direct or indirect 25-
percent foreign shareholder, as well as any foreign
person related to either the reporting corporation or a
25-percent foreign shareholder as defined by the
Internal Revenue Code [2]. The transactions are
reported on Form 5472, Information Return of a
25-Percent Foreign-Owned U.S. Corporation or
a Foreign Corporation Engaged in a U.S. Trade
or Business. A consolidated corporate tax return
can and frequently does include multiple Forms 5472.
Data in this study are not published by individual
reporting corporations but instead are published by
either the corporation on whose return the Form 5472
was filed or by the country of the related foreign
person (or both). See Tables 1, 2, and 3.

Congress, concerned that related party transac-
tions could be manipulated to avoid U.S. taxation,
added reporting requirements as part of the Tax
Equity and Fiscal Responsibility Act (TEFRA) of
1982 to provide the Internal Revenue Service with
more information about the nature and amount of
these transactions. The TEFRA reporting require-
ments led the IRS to publish and distribute Form 5472
[3]. This new form was attached to corporation
income tax returns for tax years beginning after
December 31, 1983. The data in this study are of
particular interest because they cover transactions
between U.S. and foreign companies where an
arm’s-length relationship cannot be assumed.

Statistics of Income conducted this study annu-
ally beginning in 1988, then biennially since 1994. For
inclusion in this study, a corporation must report $500

Total value of transac-
tions covered by these
statistics declined
despite the increased
number of domestic

corporations and

related foreign persons
engaged in these
transactions.
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million or more in total receipts and file a Form 5472. related foreign parties covered by the study, the
In 2002, a domestic corporation was required to file a amount that these domestic corporations received
Form 5472 if it was at least 25-percent foreign- from related foreign persons declined compared with
owned and engaged in transactions with at least one 2000 amounts. Peaking at $297.9 billion in 1998, the
related foreign party. The Internal Revenue Code total received from related foreign persons (excluding
subjects each reporting corporation to a fine of loan balances) has declined in the two successive
$10,000 for each related party for which it failed to studies, to $265.3 billion in 2000 and $166.7 billion in
file all reportable transactions on Form 5472 [4]. 2002 (Figure A). Contributing to the decline in the
total amount received for 2002 were a 44.4-percent
Decline in TO.'Itll Amounts Received and Total drop in the sales of stock in trade to the United
Amounts Paid Kingdom (U K.), decreasing from $83.8 billion in
Despite the increase in the number of large foreign- 2000 to $46.6 billion in 2002 and a dramatic 97.8-
owned domestic corporations and in the number of percent drop in the “other amounts” received from

Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with Form
5472: Selected Items for Selected Tax Years 1992 through 2002

[Money amounts are in billions of dollars]

Item 1992 1993 1994 1996 1998 2000 2002
)] 2 ©)] @) ®) ©) @)
Foreign-owned domestic corporations
with total receipts of $500 million
or more and with Form 5472 '

Number of returns 366 437 444 545 610 612 737
Total assets 1,317.3 1,540.5 1,681.6 2,125.8 2,929.4 4,486.1 4,712.3
Total receipts.... 808.0 871.4 944.6 1,175.4 1,292.9 1,920.8 1,851.1
Income subject to U.S. taX......ccooeeeeereiee e 14.5 15.7 18.5 36.2 36.4 72.7 46.4
Total U.S. income tax after credits...........ccoccevieninenes 4.1 4.9 5.8 10.2 10.8 20.2 121

Transactions between foreign-owned

domestic corporations and
related foreign persons

Number of related foreign persons..........c..cccoeeieneenn 6,708 7,662 8,540 10,316 11,379 12,276 14,515
Amounts received from related foreign persons:

Total (excluding loan balances) 2...........cccccoeeueeuennee. 63.1 771 112.3 132.5 297.9 265.3 166.7
Sales of stock intrade............ccoeiviciniinciinen ] 49.0 53.1 69.4 65.8 259.4 159.2 110.3
Sales of tangible property other than

stock intrade.........coooiiiiiiiiiii 0.7 0.5 1.1 2.8 3.3 4.7 8.2
Consideration for technical, managerial,
or like services...........cocoiiiiiiiiciiiciiiiicceee 3.0 3.1 3.6 4.4 10.6 10.9 12.2
Interest........ccoeeeeiiennn 1.1 1.1 1.1 1.8 2.7 4.6 4.2
Premiums for insurance or reinsurance................ 2.8 1.4 0.7 0.9 1.0 1.2 1.4
Amounts borrowed, ending balance.......................| 67.9 88.6 879 134.2 206.5 418.2 498.8
Amounts paid to related foreign persons:

Total (excluding loan balances)2.... 139.2 185.3 220.0 212.3 398.9 480.2 353.6
Purchases of stock in trade 120.8 153.4 177.9 178.0 348.7 347.0 278.2
Purchases of tangible property other than

stock intrade.........coooiiiiiiiiii 2.6 3.9 2.7 3.9 5.3 7.4 2.4
Consideration for technical, managerial,
or like services..........ococoiiiiiciiciiciiciicee 21 25 3.4 4.4 6.5 8.5 7.3
Interest........ccoeeeeiiennn . 54 5.7 6.2 8.8 14.5 26.1 24.6
Premiums for insurance or reinsu 3.1 1.7 1.8 1.8 1.8 2.0 14.0
Amounts loaned, ending balance 19.2 24.0 28.4 30.4 55.8 97.0 189.1

*Includes data for a few foreign life insurance companies filing Form 1120L. See footnote 11 at the end of this article.
2 Includes items not shown separately.
NOTE: Detail may not add to totals because of rounding.
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the Netherlands, down from $85.4 billion in 2000 to
$1.9 billion in 2002 [5]. “Other amounts” act as a
catchall for all transaction amounts that do not fit on
one of the defined lines of the form.

The amount that domestic corporations paid to
related foreign persons declined for the first time
since the drop between the 1994 and 1996 studies. In
1996, domestic corporations covered by these statis-
tics made total payments of $212.3 billion, down
from $220.0 billion in 1994. Following the 1996 study,
the total amounts paid climbed to $398.9 billion in
1998 and $480.2 billion in 2000. For 2002, total
amounts paid declined to $353.6 billion. The cause of
the decline in total amounts paid correlates with the
cause of the decline in total amounts received, dis-
cussed above. The decline in total amounts paid
was caused by a 57.9-percent drop in the purchase
of stock in trade from the U.K., down from $94.9
billion in 2000 to $39.9 billion in 2002 and on 83.6-
percent drop in “other amounts” paid to the Nether-
lands, down from $75.0 billion in 2000 to $12.3 billion
in 2002 [6].

The decline in total amounts received and in total
amounts paid in 2002 can be further isolated to for-
eign-controlled domestic corporations in the finance
and insurance sector, which transacted with related
foreign persons from the U.K. and the Netherlands.
For the U.K. despite the increase both in the number
of 25-percent foreign-owned domestic corporations
(which will subsequently be referred to simply as the
“number of returns”) in this industry reporting trans-
actions with related foreign parties and in the number
of related foreign parties which transacted with those
corporations, the drop in 2002 for sales of stock in
trade and purchases of stock in trade came almost
entirely from the finance and insurance sector. The
number of returns in the finance and insurance sector
which reported transactions with at least one related
foreign party from the U.K. increased from 26 in
2000 to 41 in 2002. The number of related foreign
persons in this category increased from 103 in 2000
to 142 in 2002. See Table 3 for current-year
amounts. Despite these increases, the amount do-
mestic corporations in the finance and insurance
sector received from sales of stock in trade made to
related persons resident and doing business in the
U.K. declined 47.2 percent, dropping from $78.2
billion in 2000 to $41.3 billion in 2002. The amount
paid by domestic corporations in purchases of stock

in trade from related persons in the U.K. similarly
declined 71.9 percent, dropping from $74.5 billon in
2000to $20.9 billionin 2002.

Similarly, the drop in “other amounts” received
from the Netherlands and “other amounts” paid to
the Netherlands also came from the finance and
insurance sector, despite the increase in the number
of returns in the industrial sector reporting transactions
with related foreign persons from the Netherlands
and the number of related foreign persons who trans-
acted with those corporations. The number of returns
in the finance sector that reported transactions with at
least one related foreign person from the Netherlands
increased from 13 in 2000 to 15 in 2002 (Table 3).
The number of related foreign persons in this cat-
egory increased from 19 in 2000 to 25 in 2002. De-
spite these increases, the amount domestic corpora-
tions in the finance and insurance sector received in
the form of “other amounts” from related persons
resident of and doing business in the Netherlands
declined 99.1 percent, dropping from $65.0 billion for
2000 to $0.6 billion in 2002. “Other amounts” paid by
domestic corporations to related persons from the
Netherlands similarly declined 99.8 percent, dropping
from $65.0 billon in 2000 to $0.1 billion in 2002.

Receipts and Payments by Industrial Sector
Foreign-owned domestic corporations classified in
three industrial sectors, wholesale trade, manufactur-
ing, and finance and insurance, were responsible for
79 percent of all related foreign persons and 92
percent of all nonloan transactions. The wholesale
trade sector reported the largest amount of nonloan
transactions, $198.3 billion or 38.1 percent of the total
receipts and payments, and the second largest
number of related foreign persons, 2,879 persons or
19.8 percent of the total. See Table 1 for statistics
by industry of the foreign-owned domestic corpora-
tion. Total receipts and payments for these 189
wholesale trade corporations rose by 4.7 percent
compared with 2000 levels. See Figure B for the
number of returns broken out by industry. The
wholesale trade sector reported the highest amount
of total nonloan receipts and payments largely due to
a total paid of $158.3 billion and the dramatic de-
crease in nonloan receipts and payments from the
finance sector, down from $309.9 billion in 2000 to
$104.9 billion in 2002. The 282 corporations in the
manufacturing sector reported transactions with the
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Figure B

Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with Form

94

Health care and social assistance \ 3
Real estate and rental and leasing \ 6

Utilities | 7

5472: Number of Returns, by NAICS Industrial Sector of Domestic Corporation, Tax Year 2002

Accommodation and food services 10 —

Administrative and support services ' 12
Mining 14
Management of companies and enterprises 15
Transportation and warehousing 15
Construction 17

Professional, scientific, and technical services 23

Retail trade 25

Information 29
Finance and insurance 85
Wholesale trade 189
Manufacturing T ee
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‘ Number of returns

* "Administrative and support and waste management and remediation services."

NOTE: NAICS is the abbreviation for the North American Industry Classification System. Not shown to avoid disclosure of information about specific
corporations are the NAICS industrial sectors, "Arts, entertainment, and recreation"; "Agriculture, forestry, fishing, and hunting"; and "Other services
(except Public Administration)."

largest number of related foreign persons, 7,794
persons or 53.7 percent of the total, and the second
largest amount of total nonloan transactions, $173.3
billion or 33.3 percent of the total. Due to the drop in
total receipts and payments, corporations in the
finance and insurance sector reported the third
largest amount, $104.9 billion or 20.2 percent of the
total, and the third largest number of related foreign
persons, 810 persons or 5.6 percent of the total.

It is important to note that the number of related
foreign persons is not necessarily the same as the
number of transactions. A related foreign person
may have had multiple transactions with a foreign-
owned domestic corporation during an accounting
period included in this study. The number of transac-
tions was not available for this study.

Transactions withWhom?

Related persons from only five countries are respon-
sible for 67.9 percent of the total nonloan
transactions. In order, the five countries are Japan,
the United Kingdom, Canada, Germany, and Switzer-
land (Figure C). Domestic corporations reporting
transactions with related persons from four of these
five countries paid out more than they received
(meaning that there was a net outflow (not including
loan balances) during 2002 from the domestic corpo-
rations to the related persons from these particular
countries). The largest discrepancy came from
related persons resident and doing business in Japan,
who were paid $93.5 billion more than the domestic
corporations transacting with them received. The
only country among the five where related persons
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from that country were paid less than domestic
corporations transacting with them received was the
United Kingdom. Corporations transacting with
related persons from the United Kingdom received
$14.7 billion more than they paid to the related
foreign persons.

Related parties from 16 countries each ac-
counted for more than 1 percent of total nonloan
transactions (Figure C). The additional 11 countries
are (in order): South Korea, the Netherlands, France,
Singapore, Mexico, Belgium, Hong Kong, Bermuda,
Ireland, Sweden, and Taiwan. These 16 countries
were responsible for 89.5 percent of total nonloan
transactions for 2002. It is notable that transactions
between domestic corporations and foreign persons
from China do not make up a significant part of these
statistics despite China being the U.S.’s fourth largest
trading partner in 2002 [7]. The 329 persons from
China, 2.3 percent of all foreign persons, accounted

Transactions Between Large Foreign-Owned Domestic Corporations and Related Foreign Persons:
Total Value of Nonloan Transactions, by Selected Country of Residence of Related Foreign Persons,

Tax Year 2002

Other countries
10.5%
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1.4%
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1.9%
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2.2%

=

Netherlands

$520.3 Billion

for only 0.3 percent of total nonloan transactions. See
Table 2 for statistics by country of related foreign
person, including China.

Sample Selection, Data Sources, and
Limitations

The foreign-owned domestic corporation statistics
were collected annually from 1988 to 1993, then
collected biennially since 1994 [8, 9]. The Tax Year
2002 statistics include data from Forms 5472, in
general, for all U.S. corporations with total receipts
of $500 million or more, which were owned (25
percent or more) by a foreign person and reported
transactions with related foreign persons.

The corporation Statistics of Income study is
based on a sample of over 145,000 corporate income
tax returns chosen from 5.7 million returns which
companies filed for Tax Year 2002, i.e., with ac-
counting periods ending July 2002 through June 2003.

Japan
25.7%

3.4%

South Korea
4.3%

Switzerland
6.8%

Germany
8.0%

Canada
9.1%

United Kingdom
18.2%
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These returns were selected after completion of
administrative processing but before the start of any
audit examinations [ 10]. From the sample, only those
returns of domestic corporations reporting total re-
ceipts of $500 million or more and with attached
Forms 5472 were selected for this study. Returns,
however, with at least one Form 5472 attached and
selected in previous studies were included in these
statistics, even if the corporation fell below the $500-
millionreceipts threshold. Foreign corporations (filing
Form 1120F) engaged in a U.S. trade or business
were not included in these statistics, even though the
corporation may have filed Forms 5472 for transac-
tions with related foreign persons [11]. Because
corporation income tax returns with total receipts of
$500 million or more are sampled at the 100-percent
rate the data in this study are not subject to sampling
variability though possibly subjecttononsampling error.
For 2002, the 737 “large” foreign-owned domes-
tic corporations filing Forms 5472 comprised 72.1
percent of the total assets and 71.9 percent of the
total receipts reported by all 25-percent-or-more
foreign-owned domestic corporations. These large
corporations accounted for 9.3 percent of the total
assets and 9.4 percent of the total receipts reported
by all domestic corporations for 2002 (Figure D).
These data showed a relative lessening of the impor-
tance of these corporations among the total popula-
tion of domestic corporations. Compare Figure D of

this article with Figure C of the 2000 article. The
comparison shows an increase in the percentage of
corporate receipts that corporations in this study
accounted for among all corporations but decreases
in their percentage of assets, income subject to tax,
and income tax after credits.

The industry code used to classify returns for
Figure A and Tables 1 and 3 represents the principal
business activity of the corporation filing the tax
return - i.e., the activity that accounted for the largest
portion of total receipts as reported in the corpora-
tion’s income statement [12]. However, a given
return may refer to a company engaged in several
business activities or an affiliated group of corpora-
tions that conducted different business activities
(consolidated return filing). To the extent that some
consolidated (and nonconsolidated) returns were
engaged in more than one type of business activity,
transaction data in this article are not entirely related
to the industrial activity under which they are shown.

Explanation of Selected Terms

Amounts Borrowed and Loaned.--Because the
beginning and ending balances, in general, reflect
only the amounts outstanding at the beginning and
end of the accounting period, respectively, these
amounts do not reflect amounts borrowed and loaned
in transactions that took place entirely within the
accounting period.

Foreign-Owned and Other Domestic Corporations: Selected Items, Tax Year 2002

[Money amounts are in billions of dollars]

. .. | 25-percent-or-more foreign-owned domestic corporations
25-percent-or-more foreign-owned domestic j . - _
All K 2 with total receipts of $500 million or more and with Form
corporations 5472 as a percentage of
Iltem domestic p g C
corporations ! With total receipts of $500 25-percent-or-more foreign-
Total million or more and with All domestic corporations owned domestic
Form 5472 corporations 2
() 2 (©)] 4 ®)

Number of returns...........ccceeeeieiieiiiieeen 5,266,607 66,286 737 0.01 1.11

Total @ssets......ccouvviienrciiecieeece e 50,413.5 6,533.9 4,712.3 9.35 7212

Total receipts........c........ 19,749.4 2,575.2 1,851.1 9.37 71.88

Income subject to U.S. tax.......... 600.6 68.1 46.4 7.73 68.14

Total U.S. income tax after credits............... 153.6 18.5 121 7.88 65.41

*Includes 12,705 returns of Forms 1120-F (which are foreign corporations doing business in the US.)
2 Includes data for a few foreign life insurance corporations filing Form 1120-L. See footnote 11 at the end of this article.
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Country of Residence of a Related Person.--
Based on the income tax regulations related to Inter-
nal Revenue Code section 6038A, Form 5472 re-
quires the reporting of each country in which a re-
lated person files an income tax return as a resident
under the tax laws of that country. The statistics in
Tables 2 and 3 are based on this reported residence,
and, within this meaning, the related foreign person is
a resident of a particular foreign country.

Foreign-Owned Domestic Corporations.--For
purposes of these statistics, a domestic corporation
was considered foreign-owned if at least 25 percent
of the total voting power of all classes of stock per-
mitted to vote, or 25 percent of the total value of all
classes of stock of the corporation, was owned,
directly or indirectly, at any time in the tax year, by a
single foreign shareholder (generally a foreign parent
corporation). This is in contrast to the other Statistics
of Income data on “foreign-controlled” domestic
corporations, which are based on 50-percent-or-more
ownership by a foreign person [13].

Foreign Person.--The term “foreign person”
generally includes: (1) any partnership, association,
company, or corporation that was not created or
organized under the laws of the United States or of
any of its States; (2) any individual who is not a
citizen or resident of the United States; (3) any indi-
vidual who is a citizen of a U.S. possession but is not
otherwise a U.S. citizen or resident; and (4) any
foreign trust, estate, or government. For the most
part, the foreign persons referred to in this article
are corporations. See also “Related Foreign
Person,” below.

Number of Foreign Persons.--The data shown
in the figures and tables, in general, represent the
number of foreign persons reported on the Forms
5472 appended to the 737 income tax returns filed by
domestic corporations with $500 million or more in
total receipts (defined below) that were 25-percent-
or-more owned by a foreign person. Domestic
member corporations of an affiliated group that filed
a consolidated income tax return could also join in
filing a consolidated Form 5472 for transactions with
a given related foreign person. However, some
affiliated domestic corporations that could have filed
consolidated Forms 5472 filed separate forms in-
stead. When these forms were identified during
statistical processing, the information on them was

combined, and the result treated as a single Form
5472 for consistency. To this extent, the “number of
persons” understates the actual number of Forms
5472 attached to the 737 income tax returns included
in the statistics.

OPEC Countries.--Summary statistics are
provided in Table 2 for the following Middle Eastern
countries that were members of the Organization of
Petroleum Exporting Countries (OPEC) for 2002:
Iran, Iraq, Kuwait, Qatar, Saudi Arabia, and the
United Arab Emirates. Data for non-Middle Eastern
OPEC members are not shown by country.

Related Foreign Person.--Persons related to
the domestic corporation that filed a Form 5472
include the 25-percent-or-more foreign shareholder,
any foreign person who was related to the reporting
corporation or the 25-percent-or-more shareholder
(as described in Internal Revenue Code sections
267(b) or 707(b)), or any other foreign person who
was related to the reporting corporation within the
meaning of Internal Revenue Code section 482
(covering the allocation of income and deductions
among related taxpayers) and the associated regula-
tions. See also “Foreign Person,” above, for the
definition of “person.”

Total Nonloan Transactions.--A term used in
the article for the total value of transactions paid to or
received from a related foreign person.

Total Receipts.--Total receipts are the total
income of the domestic corporation as reported in the
U.S. income tax return. In general, they are derived
from the tax return as follows: (1) gross taxable
receipts (before deduction of cost of sales and opera-
tions, and ordinary and necessary business expenses),
plus (2) tax-exempt interest received from State and
local government obligations, less (1) net losses from
sales of property other than capital assets and (2)
certain taxable income from related foreign corpora-
tions only constructively received.

Notes and References
[1] IR Code section 6038A.
[2] See IR Code sections 267(b), 482, and 707(b)(1).

[3] For a more extensive discussion of the legisla-
tive history of this reporting requirement see
Duffy, Heather R., “Transactions Between
Large Foreign-Owned Domestic Corporations
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[4]
[5]

[6]
[7]

[8]

[9]

and Related Foreign Persons, 2000,” Statistics
of Income Bulletin, Fall 2003, Volume 23,
Number 1. For the discussion of these require-
ments in the congressional record, see 135
Congressional Records S13057-03,S13147.

IR Code section 6038A(d).

Compare Table 3 of this article with Table 3 of
“Transactions Between Large Foreign-Owned
Domestic Corporations and Related Foreign
Persons, 2000” in Duffy, Heather R., “Transac-
tions Between Large Foreign-Owned Domestic
Corporations and Related Foreign Persons,
2000,” Statistics of Income Bulletin, Fall 2003,
Volume 23, Number 1.

Ibid.

For an article discussing the U.S. trade deficit
with China for 2002, see Leonhardt, David,
“Slump Aside, Trade Deficit Hits a Record,”
New York Times, February 2003, 21, late
edition, section C 1. For statistics on U.S. trade
with China, listing it as the U.S.’s fourth largest
trading partner in 2002, see Foreign Trade
Statistics on the U.S. Census Bureau’s Web site
at www.census.gov/foreign-trade/top/dst/2002/
12/balance.html.

Additional information about Statistics of Income
Form 5472 studies for Tax Years 1988 through
2000 may be found in the following Statistics of
Income Bulletin issues: Tax Year 1988, Summer
1992, Volume 12, Number 1; Tax Year 1989,
Spring 1993, Volume 12, Number 4; Tax Year
1990, Summer 1994, Volume 14, Number 1; Tax
Year 1991, Summer 1995, Volume 15, Number
1; Tax Year 1992, Fall 1996, Volume 16,
Number 2; Tax Year 1993, Fall 1997, Volume
17, Number 2; Tax Year 1994, Winter 1997-
1998, Volume 17, Number 3; Tax Year 1996,
Fall 1999, Volume 19, Number 2; Tax Year
1998, Fall 2001, Volume 21, Number 2; and Tax
Year 2000, Fall 2003, Volume 23, Number 2.

Form 5472 statistics for Tax Years 1988 through
1990 covered all foreign-owned domestic

[10]

[11]

[12]

[13]

corporations with total receipts of $1 billion or
more. Statistics for Tax Years 1991 through
1994, 1996, 1998, 2000, and 2002 covered all
foreign-owned domestic corporations with total
receipts of $500 million or more. Consequently,
data for 1991 and thereafter are not comparable
to the earlier studies.

For more information on the corporate sample
and statistics on corporation income tax returns

for 2002, see Statistics of Income--2002,
Corporation Income Tax Returns.

Foreign corporations (except life insurance
companies) engaged in a U.S. trade or business
file Form 1120-F, U.S. Income Tax Return of
a Foreign Corporation. These returns are
excluded from the Form 5472 statistics. How-
ever, data reported by a few foreign life
insurance companies filing Form 1120-L, U.S.
Life Insurance Company Income Tax Return,
are included in the Form 5472 statistics to
ensure completeness of the industry statistics
for domestic corporations.

For the first time in Tax Year 1998, corporate
returns reported their principal business activi-
ties according to the North American Industry
Classification System (NAICS). This system
was developed as a result of the North Ameri-
can Free Trade Agreement (NAFTA) to
standardize business classifications for the
United States, Canada, and Mexico. NAICS
divides the economy into twenty sectors, with
an emphasis on production processes. NAICS
replaced the Standard Industrial Classification
(SIC) codes, which were used to classify
corporations in past Statistics of Income studies,
causing a break in the year-to-year comparabil-
ity of the industrial data.

Statistics on domestic corporations controlled by
foreign persons for 2000 are reported in Hobbs,
James R., “Foreign-Controlled Domestic
Corporations, 2000,” Statistics of Income
Bulletin, Summer 2005, Volume 25, Number 1.
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Table 1.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial

Sector of Domestic Corporation

[Money amounts are in thousands of dollars]

Number Total Total Income Total
Industrial sector of assets receipts subject to U.S. income
returns U.S. tax tax after
credits
) 2) (©)] “4) ®)

All industrie: 737 4,712,254,880 1,851,085,416 46,445,050 12,108,382
Agriculture, forestry, fishing, and hunting... > bl > il il
Mining.. 14 73,911,580 19,578,737 436,193 39,679
Utilities... 7 54,630,870 21,900,900 2,083 7,058
Construction 17 31,239,681 32,182,624 368,848 127,993
Manufacturing.. 282 1,223,499,735 822,694,555 27,329,620 6,093,320
Wholesale trade.. 189 255,926,647 417,664,962 8,016,116 2,603,360
Retail trade 25 62,665,529 102,323,874 1,325,535 454,336
Transportation and warehousing.. 15 26,217,852 23,266,314 81,987 33,173
Information 29 526,994,672 74,257,619 783,723 258,443
Finance and insurance 85 1,857,663,658 233,936,113 4,455,972 1,524,372
Real estate and rental and leasing....... 6 14,280,800 4,841,469 46,011 16,672
Professional, scientific, and technical services... 23 43,320,083 17,329,897 262,077 82,686
Management of companies and enterprises...........c..cccoo.c.. 15 464,841,004 34,125,671 2,969,123 770,276
Administrative and support and waste

management and remediation services........................ 12 28,723,734 17,016,565 29,264 5,870
Health care and social assistance 3 10,718,158 7,360,252 45,705 15,424
Arts, entertainment, and recreation.. ** *x ** ** *x
Accommodation and food services.... 10 31,256,190 18,524,437 279,813 74,848
Other services (except public administration).................... > > > > >

Transactions between foreign-owned domestic corporations and related foreign persons
Amounts received from related foreign persons
Number of Total Sales of Sales of Rents
Industrial sector related (excluding stock in tangible property and
foreign loan balances) trade other than stock royalties
persons in trade
(6) (7 (8) 9) (10)

All industrie: 14,515 166,722,849 110,256,958 8,172,296 1,815,700
Agriculture, forestry, fishing, and hunting... bl > ** bl >
Mining 362 2,849,224 1,817,729 128,069 40,960
UBIHES . .o 20 97,288 17,377 - -
Construction 461 1,402,020 205,591 771,462 64
Manufacturing.. 7,794 49,882,729 32,600,826 2,336,004 959,297
Wholesale trade............ccouiiiiiiiiiiiiiiiie e 2,879 40,009,229 30,391,360 907,340 262,042
Retail trade 186 319,759 42,062 350 2,787
Transportation and warehousing 250 4,810,151 25,798 21,366 320,083
Information...........cooviiiiiii e 780 3,064,191 270,712 - 201,055
Finance and insurance 810 59,210,537 44,434,023 799,495 24,527
Real estate and rental and leasing 17 11,853 - - -
Professional, scientific, and technical services.................. 586 906,403 170,998 2,868 -
Management of companies and enterprises...................... 130 521,219 43,478 - 2,397
Administrative and support and waste

management and remediation services........................ 73 3,378,034 95,328 3,205,342 -
Health care and social assistance 34 83,600 83,600 - -
Arts, entertainment, and recreation *x *x *x *x *x
Accommodation and food services.............ccccceeeieennn.. 109 161,187 46,209 - 2,488

Other services (except public administration)....................

Hok

Hok

ok

ok

ok

Footnotes at end of table.
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Table 1.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued

Amounts received from related foreign persons--continued
Sales, leases, Consideration for Premiums
Industrial sector and licenses of technical, Commissions Interest for insurance
intangible property managerial, or or reinsurance
rights like services
(11) (12) (13) (14) (15)

All industrie: 2,059,716 12,183,421 5,711,384 4,231,633 1,398,520
Agriculture, forestry, fishing, and hunting... > x> > x> x>
2,031 538,685 902 42,364 -
- 5,790 - 12,796 -
Construction.. 2,999 137,738 12,337 11,603 -
MaNUFACEUNING. ...t e 1,322,691 6,240,490 145,908 1,492,386 17,936
Wholesale trade 308,195 2,688,795 392,773 524,334 8,719
Retail trade 544 125,392 37 9,247 -
Transportation and warehousing 49,361 232,848 2,198,203 2,180 --
Information............cc..ccn 337,805 885,373 9,051 118,233 180
Finance and insurance 559 652,123 2,898,475 1,650,151 1,371,541
Real estate and rental and leasing -- 3,300 32 8,521 --
Professional, scientific, and technical services. 1,458 519,951 2,326 96,882 144
Management of companies and enterprises........................ - 55,697 42,832 225,719 -

Administrative and support and waste
management and remediation services...............c......... | -- 47,545 4,492 19,922 --
Health care and social assistance... - - -- -- --
Arts, entertainment, and recreation... x> i x> x> x>
Accommodation and food services................ccceceeiiieeennn. 34,076 49,693 470 17,295 -
Other services (except public administration)....................., ** ** ** ** **

Transactions between foreign-owned domestic corporations

and related foreign persons--continued

Amounts received

from related foreign persons--continued

Industrial sector

Amounts borrowed

Amounts paid to
related foreign persons

Other Beginning Ending Total Purchases
balance balance (excluding of
loan balances) stock in trade
(16) (17) (18) (19) (20)

All industrie: 20,893,221 443,786,171 498,848,454 353,585,732 278,158,928
Agriculture, forestry, fishing, and hunting........................... i > > x> x>
MINING et 278,485 7,338,618 8,819,445 3,701,189 2,460,886

61,325 7,400,078 6,390,614 1,249,669 31,076
Construction.. 260,227 1,316,594 1,884,641 1,478,177 461,687
Manufacturing 4,767,190 113,773,991 137,046,150 123,454,900 97,879,926
Wholesale trade.. 4,525,671 26,374,684 31,366,675 158,338,658 149,218,730
Retail trade 139,341 10,899,466 15,099,163 2,959,747 1,173,699
Transportation and warehousing 1,960,312 7,964,574 7,858,743 2,972,608 4,490
Information 1,241,781 54,684,749 57,150,869 6,857,282 2,699,593
Finance and insurance 7,379,644 160,883,020 172,676,263 45,691,941 22,326,200
Real estate and rental and leasing..... -- 6,368,683 7,469,720 370,339 --
Professional, scientific, and technical services. 111,777 7,907,161 6,116,584 3,592,614 1,585,282
Management of companies and enterprises........................ 151,096 22,250,983 29,359,397 1,173,619 192,561
Administrative and support and waste
management and remediation services...............c......... | 5,404 8,360,855 10,142,018 848,505 13,896
Health care and social assistance... -- 1,295,927 957,965 243,231 81,214
Arts, entertainment, and recreation... ** ** > ** **
Accommodation and food services 10,956 6,351,379 5,877,848 543,359 --
Other services (except public administration)... ** ** ** ** **

Footnotes at end of table.
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Table 1.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial

Sector of Domestic Corporation--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owne domestic corporations and related foreign persons--continued

Amounts paid to related foreign persons--continued

Purchases of Rents Purchases, leases, | Consideration for
Industrial sector tangible property and and licenses of technical, Commissions
other than royalties intangible managerial, or
stock in trade property rights like services
(21) (22) (23) (24) (25)

All industrie: 2,423,142 6,790,906 2,984,581 7,348,632 2,281,961
Agriculture, forestry, fishing, and hunting................cccceeec) * * ** ** **
IMINING et e 37,704 330,780 - 231,758 1,850
Utilities - - - 51,899 -
Construction 121,869 8,533 42,794 248,504 642
Manufacturing 1,298,512 4,129,469 1,644,875 3,576,979 111,213
Wholesale trade 891,752 1,886,565 243,893 884,976 162,996
Retail trade 1,117 37,046 153,698 40,116 94,262
Transportation and warehousing 14,155 86,914 8,510 308,936 1,543,577
Information....................... 42,912 178,277 210,573 304,681 82,194
Finance and insurance 61 21,965 40,637 713,492 209,563
Real estate and rental and leasing -- -- -- 6,589 --
Professional, scientific, and technical services.... 7,839 6,162 555,675 694,873 43,410
Management of companies and enterprises........................ - 497 - 34,039 7,099
Administrative and support and waste

management and remediation services..............ccccccee... 7,221 81,764 67,222 13,443 25,156
Health care and social assistance................ccccceii - - -- -- --
Arts, entertainment, and recreation... i > > > >
Accommodation and food services... - 22,935 16,704 237,212 -
Other services (except public administration).....................| * ** * ** *

Transactions between foreign-owned domestic corporations

Amounts paid

and related foreign persons--continued

to related foreign persons--continued

Amount loaned
Industrial sector Interest Premiums Other
for insurance Beginning Ending
or reinsurance balance balance
(26) (27) (28) (29) (30)

All industrie: 24,581,098 13,997,800 15,018,683 144,750,738 189,091,050

Agriculture, forestry, fishing, and hunting.... * * ** ** **

377,220 14,334 246,657 901,162 776,797

717,572 - 449,123 107,404 109

Construction 397,092 29,776 167,281 166,557 360,945

Manufacturing.... 9,377,413 226,618 5,209,895 52,605,390 60,850,162

Wholesale trade... 1,393,469 18,592 3,637,685 4,128,124 7,642,104

Retail trade 1,142,222 160,415 157,170 936,603 213,773

Transportation and warehousing................ccccciiinnin 189,330 114,046 702,650 1,608,652 1,864,043

Information 2,905,986 5,377 427,688 8,198,652 11,112,876

Finance and insurance 5,539,005 13,393,633 3,447,386 68,816,404 95,753,228

Real estate and rental and leasing................cccceciiiie 324,751 -- 38,999 137,211 754,055

Professional, scientific, and technical services. 672,903 5,678 20,793 1,444,139 2,107,125

Management of companies and enterprises 503,244 494 435,686 2,438,835 4,234,512
Administrative and support and waste

management and remediation services.. 573,820 10,158 55,824 384,594 1,064,709

Health care and social assistance 152,787 9,229 -- 1,721,007 1,586,762

Arts, entertainment, and recreation... ** ** > ** **

Accommodation and food services 253,485 -- 13,023 1,154,603 758,837

Other services (except public administration)...

** |In order to avoid disclosure of information for specific corporations, these data have been deleted. Data are included in appropriate totals.
NOTES: NAICS is the abbreviation for the North American Industry Classification System. Detail may not add to totals because of rounding.
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Table 2.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by Selected Country of
Residence of Related Foreign Person

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons

Amounts received from related foreign persons

Number of Total Sales of Sales of Rents Sales, leases, | Consideration
Residence of related (excluding stock in tangible and and licenses off for technical,
related foreign person * foreign loan trade property other | royalties intangible managerial, | Commissions|| Interest
persons balances) than stock property or like
in trade rights services
() (2) ()] (4) ©)] (6) )] 8) 9)
All geographic areas, total.... 14,515 | 166,722,849 110,256,958 8,172,296 | 1,815,700 2,059,716 12,183,421 5,711,384 | 4,231,633
Canada 759 | 16,189,659 | 12,779,266 120,836 167,006 67,794 688,223 80,545 206,915
Latin America, total 1,956 7,867,364 6,161,171 84,092 58,736 34,935 901,566 44,573 273,861
Argentina.........cocieeiiiiiiiiec e, 188 128,221 88,790 735 1,970 1,019 5,988 423 17,821
Brazil.... 382 1,652,617 1,558,008 10,337 2,467 4,226 45,484 1,130 18,688
Mexico. 470 3,708,301 3,029,853 21,405 31,688 25,076 338,049 32,135 61,584
Panama 99 830,479 606,085 36,870 3,974 445 81,238 65 50,682
Venezuela.. 116 244,499 151,937 5,085 3,057 214 13,856 1,562 41,378
Other Western Hemisphere, total.. 257 4,306,827 284,286 764,340 2,809 435 159,109 619,692 239,228
Bermuda 142 3,514,088 65,009 733,309 106 - 66,082 619,626 157,960
Europe, total 7,195 [102,657,815 | 62,835,038 6,176,063 | 1,438,886 1,821,664 8,104,447 3,411,134 | 3,041,490
Belgium.........cccooiiiiiiii 275 4,805,539 689,572 1,613,040 125,832 5,747 56,382 10,322 61,898
Finland.... 160 940,240 133,213 731 71 3,118 790,459 4,323 417
France 888 3,484,437 1,616,481 17,083 66,853 18,297 357,467 469,705 121,958
Germany.... 1,031 | 10,548,784 6,888,994 86,424 229,902 41,830 1,092,344 296,050 61,450
201 2,075,283 201,993 515 72,687 39,085 417,484 6,386 27,151
310 619,226 533,630 2,085 2,690 19,339 22,530 1,334 2,011
Netherlands . 680 5,318,676 1,967,025 5,559 14,896 313,592 691,847 11,931 384,041
Sweden 368 2,357,584 540,296 504 12,683 37,913 1,331,271 6,599 15,020
Switzerland 425 | 13,540,826 2,732,872 3,252,624 390,918 1,123,020 1,291,522 1,377,400 555,366
United Kingdom...........ccccooieiiiiiicnne. 1,443 | 54,684,714 | 46,671,889 1,046,013 228,168 208,025 1,947,905 191,161 | 1,735,177
Africa, total 271 104,495 75,924 1,235 3,993 1,070 13,485 890 178
South Affica.......ccccoiiiiciiiiicce e, 145 79,873 61,826 337 3,991 975 8,432 505 178
Asia, total 3,435 | 34,194,096 | 26,995,089 1,016,161 143,301 116,408 2,171,924 1,548,389 454,753
329 173,277 144,276 5,633 1,997 1,570 11,304 1,927 236
Hong Kong. 345 3,959,215 3,834,290 1,178 426 13,095 23,163 26,524 35,745
Indonesia... 113 142,135 100,405 11,799 9,383 1,393 10,601 67 -
Japan........on e 875 | 20,121,107 | 16,250,439 47,067 67,457 76,136 1,439,733 308,111 405,245
Middle East countries (except OPEC).... 91 264,867 27,378 361 228 822 200,570 185 108
OPEC countries (excluding Indonesia)... 111 515,453 198,018 18,554 50,953 1,838 214,889 5,413 1,803
SiNGAPOTe........coiiiiciiie e 422 5,850,626 4,482,449 37,580 2,677 4,725 96,270 1,171,258 1,010
South Korea.. 208 1,992,843 875,934 885,156 3,653 7,944 157,723 25,854 10,546
Taiwan 222 411,550 389,776 4 169 5,173 2,587 6,852 37
Oceania, total 571 913,653 757,814 8,248 927 17,409 44,817 6,140 8,200
Australia..........coocviiiiiiii 425 874,002 733,550 3,577 851 12,654 42,333 5,836 8,200
Puerto Rico and U.S. Possessions.........| 71 488,941 368,371 1,320 42 - 99,850 21 7,009

Footnotes at the end of table.




Transactions Between Large Foreign-Owned Domestic Corporations and Related
Foreign Persons, 2002

Table 2.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by Selected Country of
Residence of Related Foreign Person--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued
Amounts received from related foreign persons--continued Amounts paid to related forreign persons
Residence of Amounts borrowed
related foreign person * Premiums Total Purchases Purchases of Rents
for insurance Other Beginning Ending (excluding of stock tangible property and
or reinsurance balance balance loan balances) in trade other than royalties
stock in trade
(10) (11) (12) (13) (14) (15) (16) (17)
All geographic areas, total.... . 1,398,520 20,893,221 | 443,786,171 | 498,848,454 353,585,732 | 278,158,928 2,423,142 6,790,906
Canada 187,661 1,891,412 11,074,544 7,942,230 31,156,963 27,640,161 519,422 164,989
Latin America, total 83,494 224,937 12,748,713 11,189,434 16,333,547 14,770,320 14,004 318,289
Argentina.......c.ooceeeieiece e 4,282 7,194 74,502 58,056 841,424 831,491 - -
Brazil.... 13 12,264 35,545 74,863 1,942,349 1,908,603 481 14
Mexico. 60,140 108,371 410,826 1,687,867 6,142,834 5,815,991 4,087 4,013
Panama 4 51,115 2,332,488 1,283,904 36,150 18,963 9,092 42
Venezuela.. 3,564 23,847 40,114 40,389 3,412,450 3,348,441 - -
Other Western Hemisphere, total.. 131,553 2,105,375 3,691,258 3,819,860 4,781,391 954,186 42,084 39,970
Bermuda 131,553 1,740,444 3,196,536 3,082,603 3,583,292 533,553 41,494 -
Europe, total 940,973 14,888,120 | 404,858,625 | 461,896,561 139,602,869 83,979,642 653,926 2,550,865
Belgium.......cociiiiiiicie e 157,071 2,085,674 900,546 6,003,455 3,508,164 881,180 9,339 21,587
Finland.... 400 7,508 2,853,656 1,571,357 3,426,874 3,269,821 71 18,964
France 62,475 754,117 | 43,792,214 36,146,905 7,899,038 4,134,315 39,129 518,727
Germany.... 45,221 1,806,569 | 20,326,238 21,838,387 31,336,040 24,231,646 71,175 392,111
115,322 1,194,660 14,914,140 15,364,841 4,068,962 548,998 2,745 61,451
4,198 31,409 459,846 230,744 1,101,314 930,920 10,803 13,076
Netherlands . 22,517 1,907,266 | 72,227,850 92,604,989 12,245,621 3,969,368 50,555 268,121
Sweden 2,669 410,628 4,306,110 4,116,293 3,770,023 2,672,213 5,363 209,739
Switzerland 398,765 2,418,339 | 34,160,936 85,167,031 22,089,844 7,735,903 313,742 517,254
United Kingdom...........cccoveninniincneenns 123,525 2,532,853 | 137,710,665 | 136,148,092 39,939,644 29,610,086 68,122 441,818
Africa, total 2,002 5,719 330,345 337,297 133,755 81,001 892 -
South AffiCa......cceeirieeece e 2,002 1,628 330,000 336,101 93,461 80,586 16 -
Asia, total 29,377 1,718,693 7,596,879 10,690,598 157,203,763 || 146,739,514 1,192,374 3,715,372
- 6,333 331 9,601 1,171,198 1,133,971 625 1,042
Hong Kong. 2,619 22174 1,171,135 1,940,542 3,177,656 2,655,091 79,694 473
Indonesia... 1,645 6,842 875 1,346 247,588 226,639 16,687 17
JAPAN. .. 15,939 1,510,979 5,072,287 6,763,761 113,655,561 | 106,404,048 921,604 3,683,399
Middle East countries (except OPEC)...... 12 35,204 611 2,754 833,125 719,081 3,253 -
OPEC countries (excluding Indonesia).....| - 23,984 2,230 3,583 5,858,999 5,656,379 98 -
SINGAPOTE.....ueiviierie et 4,093 50,564 53,366 30,590 4,442,024 2,808,882 26,620 691
South Korea.. 26 26,006 1,208,713 1,673,361 20,500,807 19,993,962 123,121 29,692
Taiwan 998 5,955 81,709 221,597 5,353,505 5,296,146 7,434 -
Oceania, total 18,458 51,639 3,356,310 2,713,677 1,769,543 1,481,699 440 1,420
AUStralia......ccoociiei e 17,834 49,167 3,192,033 2,404,988 1,166,249 891,501 440 1,420
Puerto Rico and U.S. Possessions........... 5,001 7,327 129,497 258,796 2,603,902 2,512,405 - -

Footnotes at the end of table.

103



Transactions Between Large Foreign-Owned Domestic Corporations and Related
Foreign Persons, 2002

Table 2.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by Selected Country of
Residence of Related Foreign Person--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued
Amounts paid to related foreign persons--continued
Amounts loaned
Purchases, Consideration Premiums
Residence of leases, and for technical, Commissions Interest for insurance Other
related foreign person * licenses of managerial, or reinsurance Beginning Ending
intangible or like services balance balance
property rights

(18) (19) (20) (21) (22) (23) (24) (25)
All geographic areas, total...........coceeerurnnne] 2,984,581 7,348,632 2,281,961 24,581,098 13,997,800 15,018,683 | 144,750,738 | 189,091,050
Canada 3,145 1,130,578 35,127 499,268 210,967 953,306 23,411,271 16,696,942
Latin America, total 9,285 232,800 42,305 574,947 135,978 235,620 3,193,112 2,911,981
167 3,964 1,923 1,180 71 2,629 6,129 26,897
157 10,459 10,628 3,129 - 8,877 300,599 248,403
Mexico... 8,748 143,012 16,681 13,623 2,524 134,155 430,419 458,322
Panama.... - 549 134 - 1 7,369 162,874 75,703
Venezuela. - 3,468 1,069 - 11 59,461 502,071 500,896
Other Western Hemisphere, total. 150,876 94,318 36,739 282,185 2,452,929 728,104 6,216,854 9,407,863
Bermuda... | - 7,594 8,351 128,149 2,263,544 600,607 4,785,607 7,769,710
Europe, total 2,518,571 4,461,519 364,158 23,030,739 11,173,060 10,870,388 | 107,978,560 | 150,711,114
Belgium.. 101,046 49,440 5,032 225,180 22,616 2,192,743 1,274,468 1,269,321
291 44,208 130 78,861 2,306 12,223 82,590 206,868
219,310 651,257 22,277 1,701,876 255,944 356,204 21,337,246 18,705,895
753,729 171,530 60,307 1,401,160 3,367,895 886,486 3,016,027 3,888,765
7,130 52,634 1,453 676,243 2,071,283 647,025 998,276 1,339,254
Italy .... 1,248 71,826 7,544 7,296 5,496 53,106 25,475 322,615
Netherlands ... 75,272 712,584 43,717 3,732,106 46,769 3,347,128 7,213,204 9,051,930
Sweden 19,788 195,644 16,107 395,318 39,143 216,708 1,801,758 1,705,468
Switzerland 830,319 458,367 64,362 6,764,814 4,872,207 532,876 15,769,162 | 26,086,613
United Kingdom 500,185 1,685,346 130,390 4,720,146 469,741 2,313,809 53,728,220 | 83,943,164
Africa, total 4 8,136 1,216 - 31 42,474 12,410 7,865
South AffiCa.....coveieeecieecieee e 4 6,919 643 - 31 5,262 9,987 7,063
Asia, total 302,478 1,283,195 1,746,468 133,928 17,460 2,072,974 3,775,858 7,283,552
ChiNa..c e 2 5,159 4,705 - - 25,695 3,744 17,635
Hong Kong... 7 72,265 105,445 8,201 159 256,320 560,264 368,622
Indonesia - 1,923 1,294 - - 1,029 10,143 20,157
JAP@N... i 265,466 547,114 83,448 111,386 7,368 1,631,728 2,796,251 6,444,681
Middle East countries (except OPEC)......] 4 101,293 372 - 6,497 2,625 257 874
OPEC countries (excluding Indonesia)..... 90 175,409 911 9,031 - 17,080 66,818 113,609
SINGAPOTE......eeieieieie et 3,008 63,731 1,505,490 268 3,436 29,899 139,190 122,747
South Korea. 31,873 271,166 11,086 4,713 - 35,194 188,502 164,550
Taiwan 444 7,059 19,971 - - 22,452 7,325 15,514
Oceania, total 221 53,878 55,344 58,271 7,308 110,962 36,746 2,032,515
Australia. 205 53,501 54,404 51,723 7,308 105,748 32,026 2,025,011
Puerto Rico and U.S. Possessions.. - 84,208 606 1,760 68 4,855 125,927 39,218

* Selected country data have been deleted to prevent disclosure of information for individual taxpayers. However, the data are included in the appropriate totals.
NOTES: OPEC is the abbreviation for the Organization of Petroleum Exporting Countries. Detail may not add to totals because of rounding.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons

Amounts received from related foreign persons

Selected NAICS industrial sector of| Number Number
domestic corporation and residence of of Tota! Sales ,Of Sale§ of Rents Sales: leases, Consider'ation o
of related foreign person ' returns related (excluding stock in tangible and and licenses for technical, Commissions
foreign loan trade property royalties of intangible managerial,
persons balances) other than property or like
stock in trade rights services
() 2 3 “4) (5) (6) () (8) ©)
All industries

All geographic areas..............cceuuuene 737 14,515 ||166,722,849 110,256,958 8,172,296 1,815,700 2,059,716 12,183,421 5,711,384
Australia 236 425 874,002 733,550 3,577 851 12,654 42,333 5,836
Belgium........ccoooiiiiiiiiiiee 152 275 4,805,539 689,572 1,613,040 125,832 5,747 56,382 10,322
Bermuda........cccoviciiniiccie 60 142 3,514,088 65,009 733,309 106 - 66,082 619,626
Brazil.......ccoiiiiiiiiiiccs 201 382 1,652,617 1,558,008 10,337 2,467 4,226 45,484 1,130
Canada... 358 759 16,189,659 12,779,266 120,836 167,006 67,794 688,223 80,545
France.... 263 888 3,484,437 1,616,481 17,083 66,853 18,297 357,467 469,705
Germany.......cccceeerneeeniccineennas 297 1,031 10,548,784 6,888,994 86,424 229,902 41,830 1,092,344 296,050
Hong Kong.......ccocciicicines 201 345 3,959,215 3,834,290 1,178 426 13,095 23,163 26,524
Ireland 134 201 2,075,283 201,993 515 72,687 39,085 417,484 6,386
JapaNn......coii s 320 875 20,121,107 16,250,439 47,067 67,457 76,136 1,439,733 308,111
MEXICO......uuiiiiicieiiiccecn ) 225 470 3,708,301 3,029,853 21,405 31,688 25,076 338,049 32,135
Netherlands .........cccccooiiciin 234 680 5,318,676 1,967,025 5,559 14,896 313,592 691,847 11,931
Singapore 228 422 5,850,626 4,482,449 37,580 2,677 4,725 96,270 1,171,258
South Korea.. 130 208 1,992,843 875,934 885,156 3,653 7,944 157,723 25,854
SWeEN.....coiiiiiiiceeees 117 368 2,357,584 540,296 504 12,683 37,913 1,331,271 6,599
Switzerland 165 425 13,540,826 2,732,872 3,252,624 390,918 1,123,020 1,291,522 1,377,400
Taiwan 133 222 411,550 389,776 4 169 5,173 2,587 6,852
United Kingdom 396 1,443 54,684,714 46,671,889 1,046,013 228,168 208,025 1,947,905 191,161

Agriculture, forestry,
fishing, and hunting
All geographic areas........c..cceeeruenes bl ** bl bl bl hid b hid b
Mining

All geographic areas............cccceuuuee. 14 362 2,849,224 1,817,729 128,069 40,960 2,031 538,685 902
Australia 8 14 10,220 2,801 135 45 - 1,506 -
Belgium........ccooooiiiiiiiiiiee 3 4 1,326 988 234 - - - -
Bermuda. 4 7 47,737 11,102 2,349 106 - 257 -
Brazil 5 16 1,090,140 1,085,187 3,150 2 - 128 -
Canada 7 26 85,673 3,240 7,283 4,664 - 52,179 902
France.......cocovccinininiciiccien 5 17 88,982 49,999 4,435 9 - 9,795 -
Germany.......cccccceeinnreesiccineenas 3 7 42,165 35,696 2,514 6 - 2,426 -
Ireland 3 5 3,322 50 - - - 506 -
Japan..... .o 3 4 23,059 16,916 382 -- - 1,499 -
MEXICO......uuiiiicieiiicicecn ) 3 9 38,579 15,874 9,085 541 - 4,628 -
Netherlands 3 11 32,977 220 -- -- - 21,198 -
Singapore.. 4 17 117,343 80,611 5,473 828 673 17,337 -
United Kingdom 6 33 198,443 148,958 5,036 59 1,358 14,584 -

Utilities

All geographic areas. 7 20 97,288 17,377 - - - 5,790 -
Canada 3 7 91,498 17,377 -- -- - -- -
United Kingdom..............cccoceee 3 7 5,790 -- -- -- - 5,790 -

Footnotes at end of table.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person

--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons

Amounts received from related foreign persons

Selected NAICS industrial sector of| Number Number X X
domestic corporation and residence of of Tota! Sales .Of Sale§ of Rents Salesj leases, Conﬂderétlon N
of related foreign person ' returns related (excluding stock in tangible and and licenses for technical, Commissions
foreign loan trade property royalties of intangible managerial,
persons balances) other than property or like
stock in trade rights services
(1) (2) (3) (4) (5) (6) (7) (8) ()]
Construction
All geographic areas.........c.cccceuruue. 17 461 1,402,020 205,591 771,462 64 2,999 137,738 12,337
Australia 4 9 31,240 3,760 - -- - 3,149 -
3 5 9,061 7,583 - - 1,003 185 -
5 14 65,443 57,074 1,100 10 - 6,288 8
5 14 3,744 3,588 91 - - 7 -
8 31 16,948 8,470 67 -- 325 7,838 22
3 10 3,810 2,710 - - - 1,089 11
3 5 2,717 2,511 -- -- - 200 -
Netherlands 4 16 22,635 2,504 340 -- 337 19,349 13
Singapore. 6 9 7,407 6,208 - - - 1,135 2
Switzerland... . 3 50 151,423 4,421 -- - 275 47,003 -
United Kingdom..............cccccceene 9 42 31,259 10,035 15,114 - 159 3,213 1
Manufacturing
All geographic areas...........cccceuruue. 282 7,794 49,882,729 32,600,826 2,336,004 959,297 1,322,691 6,240,490 145,908
Australia 107 218 391,975 359,688 413 223 415 23,591 160
Belgium.........cocoiniiiiicciee 82 178 2,454,709 644,490 1,612,013 124,223 2,903 35,272 8,815
Bermuda. 19 30 53,448 -- -- -- - 28,098 -
Brazil 115 245 424,009 400,157 7,110 2,279 498 8,950 -
Canada... 170 392 8,742,091 7,607,719 100,031 72,954 55,840 458,016 47,508
France.... 131 520 1,254,865 914,101 12,419 21,041 5,400 185,673 7,614
Germany.... 147 588 7,147,223 6,193,625 81,360 95,203 19,477 275,578 6,315
Hong Kong 76 137 362,459 353,304 780 - 735 4,657 24
Ireland 59 101 542,186 180,651 23 72,686 38,410 195,029 366
Japan.. 140 336 2,721,132 1,939,697 37,006 16,799 1,437 374,894 21,601
Mexico. 128 298 2,740,550 2,481,524 9,069 30,669 9,077 56,626 2,523
Netherlands 110 391 2,570,614 1,365,139 3,532 2,239 24,097 572,309 7,007
Singapore. 99 211 771,768 708,785 32,020 317 106 23,427 1,910
South Korea.. 67 115 166,791 151,072 3,146 332 588 2,358 9
Sweden 74 256 1,912,382 412,847 504 7,269 32,245 1,164,460 3,682
Switzerland 80 217 5,393,061 2,068,577 46,922 254,697 1,065,553 777,609 11,534
Taiwan 62 119 312,067 306,106 1 169 2,260 380 445
United Kingdom, 173 710 6,196,718 3,932,703 224,726 160,130 50,099 935,467 14,528
Wholesale trade

All geographic areas.... 189 2,879 40,009,229 30,391,360 907,340 262,042 308,195 2,688,795 392,773
Australia 60 74 361,305 343,876 697 182 369 1,358 302
Belgium.. 32 44 1,877,213 37,997 793 1,482 - 2,612 138
Bermuda. 8 14 168,943 11,833 -- -- - 290 -
Brazil... 47 72 89,811 54,219 - 148 - 27,775 1,117
Canada 80 128 5,019,718 4,912,964 1,506 846 2,619 40,498 403
France.... 58 161 887,421 604,048 138 9,104 474 98,454 1,253
Germany . 80 193 1,508,196 574,756 2,483 36,172 - 554,171 3,675
Hong Kong........ccouruceniccininieee 69 108 724,932 710,822 42 426 267 2,182 4,100
Ireland 19 23 939,886 8,701 493 1 - 8,963 1,708
Japan.. 105 400 16,176,646 13,887,467 9,680 44,968 41,293 923,685 271,859
Mexico.... 53 102 813,814 514,916 3,251 402 58 267,467 21,012
Netherlands 50 93 1,173,202 597,588 1,687 11,933 243,692 74,595 813
Singapore. 42 69 1,818,169 724,580 882,010 547 6,991 154,065 25,846
South Korea.. 72 114 3,660,554 3,631,677 87 917 857 16,032 6,222
Sweden 15 18 76,947 47,573 - 16 - 12,655 99
Switzerland 30 59 1,200,988 646,001 360 136,221 - 383,465 31,526
Taiwan 47 69 74,523 70,374 3 - 263 13 2,677
United Kingdom, 90 208 1,365,114 1,203,000 1,219 9,635 9,728 30,498 4,948

Footnotes at end of table.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person
--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons
Amounts received from related foreign persons
Selected NAICS industrial sector of| Number Number . X
domestic corporation and residence of of Tota! Sales .Of Salels of Rents Salesj leases, Conmderétlon o
of related foreign person ' returns related (excluding stock in tangible and and licenses for technical, Commissions
foreign loan trade property royalties of intangible managerial,
persons balances) other than property or like
stock in trade rights services
()] 2 3 “4) (5) (6) () (8) ©)
Retail trade
All geographic areas. 25 186 319,759 42,062 350 2,787 544 125,392 37
Belgium.. 3 4 1,095 - - - - - -
Brazil 4 6 6,314 6,314 - - - - -
Canada... 6 9 18,345 3,702 270 - 444 13,929 -
France.... 3 23 9,897 2,724 -- -- - -- 37
Germany.... 5 8 9,713 3,589 -- 2,787 100 775 -
Hong Kong 4 6 609 609 - - - - -
Ireland 4 4 10,654 - - - - 10,654 -
Japan.. 4 7 28,483 18,489 -- -- - 9,994 -
Netherlands 6 17 2,059 25 - -- - 252 -
Switzerland 7 18 3,104 100 -- -- - 3,004 -
United Kingdom, 10 19 97,688 2,673 80 -- - 86,784 -
Transportation and warehousing
All geographic areas. 15 250 4,810,151 25,798 21,366 320,083 49,361 232,848 2,198,203
Australia 4 5 7,535 - - - - 3,915 -
Belgium........cccooiiiiiiiciiee 4 4 284,812 - - - - 2,208 -
Brazil... 4 6 5,119 47 77 - - 3,344 -
Canada 8 13 1,360,947 640 10,563 59,279 - 13,308 9,496
France.... 4 4 7,718 - - - - 3,193 -
Germany........ccceeieineeeeescnennas 5 10 34,463 12,811 -- -- - 6,880 -
Hong Kong.......ccoucuiiniciciniiee 6 7 30,497 9,106 - - - 11,398 4,341
Ireland 4 4 12,286 - - - - 1,319 -
Japan.......occ 5 9 163,557 316 -- 5,494 - 89,075 2,990
MEXICO......uuiiiiciiiiicicen ) 6 7 13,133 226 -- - 9,907 2,468 -
Netherlands 6 7 48,226 -- -- -- 39,454 1,121 -
Singapore 5 7 1,210,213 -- -- -- - 37,074 1,156,127
South Korea........cccceeeveeeeeeccnennnn 3 3 4,066 - - - - 930 -
Sweden.. 3 3 1,839 - - - - 73 -
4 5 3,430 -- -- -- - 1,370 -
United Kingdom, 9 25 247,759 2,396 -- -- - 14,613 -
Information

All geographic areas. 29 780 3,064,191 270,712 - 201,055 337,805 885,373 9,051
Australia. 14 37 25,793 13,437 - 401 9,091 2,720 75
Belgium.. 6 12 4,473 6 - 127 2,298 2,034 -
Bermuda. 4 12 42,074 42,074 -- - - - -
8 11 7,014 3,652 - 38 2,725 22 -
Canada... 20 46 186,521 54,358 -- 14,792 8,353 9,078 768
France.... 15 44 89,102 3,533 -- 36,098 11,126 1,606 -
Germany.... 15 60 177,831 7,139 -- 95,734 20,634 28,356 366
Hong Kong 11 23 10,949 814 - - 9,560 29 -
Ireland 9 16 203,747 65 - - - 833 1
Japan.. 15 32 65,123 14,666 -- 91 33,405 2,988 -
Mexico. 9 14 14,785 4,571 - 76 6,035 2,646 -
Netherlands 17 48 466,933 718 -- 725 3,855 1,946 -
Singapore 11 19 31,217 26,516 -- 614 3,052 20 -
South Korea.. 9 11 3,421 283 - 2,774 365 - -
Sweden.. 8 26 144,864 13 - 5,398 5,563 128,638 -
Switzerland 8 19 210,974 13,692 -- -- 57,159 7,767 261
Taiwan 6 8 2,850 185 -- -- 2,650 10 -
United Kingdom 20 122 1,255,014 66,306 -- 44,100 127,225 695,919 7417

Footnotes at end of table.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person
--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons
Amounts received from related foreign persons
. . Number Number
Selectgd NAICS |.ndustr|a| septor of of of Total Sales of Sales of Rents Sales, leases, Consideration
domestic corporation and residence
of related foreign person * returns related (excluding stock in tangible and and licenses for technical, Commissions
foreign loan trade property royalties of intangible managerial,
persons balances) other than property or like
stock in trade rights services
(1) 2 (3) (4) (5) (6) (7) (8) 9)
Finance and insurance
All geographic areas..........c...ee.un. 85 810 59,210,537 44,434,023 799,495 24,527 559 652,123 2,898,475
Australia. 20 33 27,795 - - - -- 4,351 4,058
Belgium.. 9 10 160,968 - - - - - 1,369
Bermuda. 20 69 2,430,496 - - - - 16,640 619,626
Brazil 4 4 2 - - - - - 2
Canada... 32 63 409,238 5,155 - 11,650 538 36,793 7,777
France.... 22 48 1,062,263 - - - - 32,686 460,403
Germany.... 18 34 1,327,969 - - - - 1,575 283,459
Hong Kong 17 22 2,810,859 2,756,891 - - - 2,917 7,742
Ireland. 19 25 144,791 - - - - 3,570 4,312
26 47 770,010 346,225 - - - 10,582 7,169
1 13 61,337 18 - - - 588 155
15 25 940,260 - - - - 25 3,204
17 23 49,314 28,150 - - - 460 6,980
5 10 24,855 - - - -- 21,962 246
Switzerland 20 34 3,370,250 - - - - 68,612 1,334,079
Taiwan 3 3 998 - - - - - -
United Kingdom 41 142 44,785,045 41,286,631 799,495 12,877 - 94,433 149,229
Real estate and rental
and leasing
All geographic areas............ccceuuue. 6 17 11,853 -- -- -- - 3,300 32
Professional, scientific, and
technical services
All geographic areas............cccceueuee. 23 586 906,403 170,998 2,868 - 1,458 519,951 2,326
Australia. 10 17 13,815 9,683 2,332 - - 1,742 -
Belgium.. 7 9 2,663 1,705 - - - 908 -
Brazil... 8 12 6,463 749 - - -- 5,080 --
Canada 13 32 154,606 116,450 83 - - 26,169 -
France.... 9 36 15,069 501 - - - 13,526 10
8 79 217,010 2,501 - - - 199,446 2,044
8 13 765 9 - - - 755 -
7 8 192,522 296 - - - 192,221 -
Japan.. 9 17 29,875 10,770 - - - 18,973 -
Mexico.... 6 16 6,006 1,339 - - - 3,565 -
Netherlands 1 32 1,287 832 - - - 343 -
Singapore. 9 15 943 90 - - - 785 -
South Korea.. 3 3 392 -- -- -- - 369 -
5 5 289 5 - - -- 251 -
Switzerland 8 11 2,910 81 - - - 2,625 -
Taiwan 5 7 1,013 - - - - 813 184
United Kingdom 13 75 213,537 5,192 342 - 1,430 30,976 5
Management of companies
and enterprises

All geographic areas...........c.oeeeeees 15 130 521,219 43,478 - 2,397 - 55,697 42,832
Australia. 4 5 1,544 303 - - - - 1,241
Canada... 5 7 47,512 586 - 1,691 - 25,423 13,683
France.... 4 8 52,061 37,966 - 601 - 11,082 388
Ireland.... 4 4 303 -- -- -- - 228 -
Japan.. 5 10 117,615 1,639 - 105 - 4,314 -
Mexico. 3 3 238 238 - - - - -
Switzerland 3 4 75 - - - - - -
United Kingdom... 8 24 199,246 - - - - 1,131 14,531

Footnotes at end of table.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person

--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons

Amounts received from related foreign persons

) ) Number Number
dSoer:qZCstt?: ;’?Flgrsatli:iu::;alr::z::g of of Total Sales of Sales of Rents Sales, leases, Consideration
of related foreign person * returns related (excluding stock in tangible and and licenses for technical, Commissions
foreign loan trade property royalties of intangible managerial,
persons balances) other than property or like
stock in trade rights services
(1) (2) (3) (4) (5) (6) (7) (8) )
Administrative and support
and waste management
and remediation services
All geographic areas. 12 73 3,378,034 95,328 3,205,342 -- - 47,545 4,492
Netherlands 5 10 3,585 - - - - - -
United Kingdom..............cccoceee 6 17 31,644 13,996 -- -- - 13,065 -
Health care and
social assistance
All geographic areas...........cccceunne... 3 34 83,600 83,600 - - - - -
Arts, entertainment,
and recreation
All geographic areas...........cceceuuuee. ** ** ** ** ** ** ** ** **
Accommodation and
food services
All geographic areas. 10 109 161,187 46,209 - 2,488 34,076 49,693 470
France 3 9 13,294 -- -- -- 1,297 1,445 -
United Kingdom..............cccccee 4 12 57,423 -- -- 1,367 18,026 21,433 470
Other services
All geographic areas...........cccceuue.e. ** ** ** ** ** ** ** ** **

Footnotes at end of table.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person

--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued

Amounts received from related foreign persons--continued Amounts paid to related foreign persons
) ) Amounts borrowed Purchases
Selectéd NAICS |lndustr|al selctor of Premiums Total Purchases of tangible Rents
domestic corporation and residence
of related foreign person * Interest for insurance Other Beginning Ending (excluding of stock property other and
or balance balance loan in trade than stock in royalties
reinsurance balances) trade
(10 an (12) (13) (14) (15) (16) an (18)
All industries
All geographic areas...........cccceuruue. 4,231,633 1,398,520 20,893,221 443,786,171 498,848,454 353,585,732 278,158,928 2,423,142 6,790,906
Australia 8,200 17,834 49,167 3,192,033 2,404,988 1,166,249 891,501 440 1,420
Belgium.. 61,898 157,071 2,085,674 900,546 6,003,455 3,508,164 881,180 9,339 21,587
Bermuda. 157,960 131,553 1,740,444 3,196,536 3,082,603 3,583,292 533,553 41,494 -
Brazil 18,688 13 12,264 35,545 74,863 1,942,349 1,908,603 481 14
Canada... 206,915 187,661 1,891,412 11,074,544 7,942,230 31,156,963 27,640,161 519,422 164,989
France.... 121,958 62,475 754,117 43,792,214 36,146,905 7,899,038 4,134,315 39,129 518,727
Germany.... 61,450 45,221 1,806,569 20,326,238 21,838,387 31,336,040 24,231,646 71,175 392,111
Hong Kong 35,745 2,619 22,174 1,171,135 1,940,542 3,177,656 2,655,091 79,694 473
Ireland 27,151 115,322 1,194,660 14,914,140 15,364,841 4,068,962 548,998 2,745 61,451
Japan.. 405,245 15,939 1,510,979 5,072,287 6,763,761 |113,655,561 106,404,048 921,604 3,683,399
Mexico. 61,584 60,140 108,371 410,826 1,687,867 6,142,834 5,815,991 4,087 4,013
Netherlands 384,041 22,517 1,907,266 72,227,850 92,604,989 12,245,621 3,969,368 50,555 268,121
Singapore 1,010 4,093 50,564 53,366 30,590 4,442,024 2,808,882 26,620 691
South Korea.........coceeviricccennes 10,546 26 26,006 1,208,713 1,673,361 20,500,807 19,993,962 123,121 29,692
Sweden 15,020 2,669 410,628 4,306,110 4,116,293 3,770,023 2,672,213 5,363 209,739
Switzerland 555,366 398,765 2,418,339 34,160,936 85,167,031 22,089,844 7,735,903 313,742 517,254
Taiwan 37 998 5,955 81,709 221,597 5,353,505 5,296,146 7,434 -
United Kingdom 1,735,177 123,525 2,532,853 ||137,710,665 136,148,092 39,939,644 29,610,086 68,122 441,818
Agriculture, forestry,
fishing, and hunting
All geographic areas........c..cceeerueenes il ** ** ** ** ** ** ** >
Mining
All geographic areas...........cccceuruue. 42,364 -- 278,485 7,338,618 8,819,445 3,701,189 2,460,886 37,704 330,780
Australia 4,933 - 799 1 4,140 9,759 - 45 -
Belgium.. - - 105 - - 862 - - -
Bermuda. -- -- 33,924 -- 700 12,507 - -- -
Brazil... - - 1,673 1,089 - 434,709 434,709 -- -
Canada 1,782 -- 15,623 284,093 395,897 328,001 294,533 3,368 147
France.... -- -- 24,744 8,010 592 70,489 18,193 14,133 145
Germany.......cccceereneneniscieeeenas -- -- 1,524 38,000 38,000 194 - -- -
Ireland -- -- 2,766 - 13,701 15,071 - -- 13,701
Japan.. -- -- 4,262 -- -- 54,580 6,575 7,526 731
Mexico. -- -- 8,450 3,320 47,389 476 - -- -
Netherlands -- -- 11,559 201 3 679 - -- -
Singapore -- -- 12,420 83 131 15,434 12,296 1 40
United Kingdom, 898 -- 27,551 1,825,558 2,036,105 206,395 3,775 916 619
Utilities

All geographic areas............ccceuruue. 12,796 -- 61,325 7,400,078 6,390,614 1,249,669 31,076 - -
Canada 12,796 -- 61,325 777,079 587,275 575,899 31,076 - -
United Kingdom, -- -- -- 6,622,999 5,569,506 632,350 - - -

Footnotes at end of table
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person

--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued

Amounts received from related foreign persons--continued Amounts paid to related foreign persons
) ) Amounts borrowed Purchases
Selectelzd NAICS |lndustr|al selctor of Premiums Total Purchases of tangible Rents
domestic corporation and residence
of related foreign person * Interest for insurance Other Beginning Ending (excluding of stock property other and
or balance balance loan in trade than stock in royalties
reinsurance balances) trade
(10) (11) (12) (13) (14) (15) (16) (17) (18)
Construction
All geographic areas...........cccceueuue. 11,603 -- 260,227 1,316,594 1,884,641 1,478,177 461,687 121,869 8,533
Australia - -- 24,330 504,862 606,771 89,090 29 - -
Brazil.......ccooiiiiiiiiiccs -- -- 290 - - 438 266 - -
Canada.......ccocucieiniriciicee 123 -- 841 8,835 46,455 30,987 25,667 - 39
France -- -- 58 -- -- 26,829 7,164 2,021 5,000
Germany.. -- -- 226 25,554 23,901 61,822 47,497 -- -
Hong Kong.. - - - - - 9 - - -
-- -- 6 -- -- 3,524 3,392 -- -
Netherlands 92 -- -- 106,605 58,961 21,376 196 - -
Singapore. - - 62 - - 2,486 77 - -
Switzerland. 7,153 -- 92,571 194,000 844,000 537,321 99,011 1,730 3,494
United Kingdom..............ccccceee -- -- 2,736 269,988 97,778 38,834 20,758 86 -
Manufacturing
All geographic areas...........cccceuruue. 1,492,386 17,936 4,767,190 [113,773,991 137,046,150 123,454,900 97,879,926 1,298,512 4,129,469
Australia 560 79 6,845 314,716 244,172 206,268 164,358 395 1,075
Belgium........ccoooniiiiiiiiiee 6,389 25 20,579 143,602 4,826,781 1,135,462 736,978 9,339 21,155
Bermuda.. 16,790 8,465 94 1,264,841 1,447,424 226,801 21 - -
Brazil.... 1,021 4 3,990 12,212 3,286 1,000,793 984,050 138 -
Canada. 84,280 5,192 310,552 1,633,401 2,161,044 21,039,418 19,628,821 504,336 112,857
France.. 7,295 350 100,972 13,267,105 13,318,491 4,470,077 2,601,659 15,116 404,585
Germany.......cccceeiruneeisccineennas 21,723 154 453,789 1,108,790 3,387,685 8,169,536 7,137,850 68,688 380,573
Hong Kong.......ccociiniciciniees 456 -- 2,503 30,337 30,981 1,258,627 1,241,387 193 158
Ireland 11,606 139 43,276 5,055,209 4,548,428 929,458 418,245 2,745 31,189
Japan... 6,986 420 322,292 262,588 1,101,432 26,474,260 23,186,002 544,148 2,265,964
Mexico.. 56,538 37 94,488 68,433 1,216,348 2,661,862 2,424,692 3,302 36
Netherlands 12,663 688 582,941 9,922,962 20,274,827 6,696,767 2,246,798 25,795 60,818
Singapore 282 64 4,857 1,443 3,312 870,807 798,370 19,558 426
South Korea -- 26 9,259 176,941 176,622 1,487,172 1,478,436 418 -
Sweden 8,059 20 283,297 3,624,370 3,610,598 3,112,333 2,283,440 5,346 177,968
Switzerland. 533,849 77 634,244 9,418,510 29,455,510 10,104,510 5,824,084 9,499 216,458
Taiwan 26 -- 2,680 319 123 384,372 372,637 7,165 -
United Kingdom. 574,923 1,592 302,550 27,256,247 24,114,356 11,982,196 7,720,822 53,004 354,705
Wholesale trade

All geographic areas.. 524,334 8,719 4,525,671 26,374,684 31,366,675 158,338,658 149,218,730 891,752 1,886,565
Australia 2,428 -- 12,094 - 907,527 732,878 722,992 - -
Belgium.... 52,509 -- 1,781,683 636,163 65,830 1,895,276 120,690 -- -
Bermuda.. 6,716 -- 150,104 -- 20,387 544,339 533,532 - -
Brazil.... 3,075 -- 3,477 348 8,234 490,305 486,004 29 -
Canada. 26,159 6 34,716 1,002,040 307,714 7,612,618 7,517,700 1,173 4,319
France 18,869 -- 155,082 2,128,785 2,651,952 1,576,832 1,125,859 7,857 96,360
Germany.. 2,291 8,571 326,077 1,991,538 2,459,951 17,613,329 16,835,724 1,371 10,817
Hong Kong.. 1,067 -- 6,026 2,930 4,336 1,499,685 1,398,069 37,298 4
Ireland 2,193 -- 917,827 422,729 549,064 621,636 120,742 - -
JapaNn......coii s 329,055 - 668,640 840,603 1,110,378 82,013,728 79,314,086 369,887 1,398,184
4,322 -- 2,387 14,091 208,276 3,400,666 3,372,874 - 338
Netherlands 3,969 -- 238,924 5,385,892 5,779,723 2,278,559 1,718,236 24,760 120,847
Singapore... 10,546 -- 13,584 1,031,773 1,496,284 18,984,063 18,511,575 122,703 29,692
South Korea 721 -- 4,041 47,437 17,422 1,889,839 1,875,895 7,061 -
Sweden 40 -- 16,563 2,295 1,053 182,211 165,462 17 -
Switzerland. 2,333 -- 1,081 1,287,102 2,832,526 1,812,456 1,120,627 295,291 202,151
Taiwan 11 -- 1,181 12,607 126,522 4,086,284 4,082,784 269 -
United Kingdom..............cccccoeeee 25,812 -- 80,274 5,651,631 6,091,785 1,145,609 772,663 3,388 4,940

Footnotes at end of table.

111



112

Transactions Between Large Foreign-Owned Domestic Corporations and Related
Foreign Persons, 2002
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[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued

Amounts received from related foreign persons--continued Amounts paid to related foreign persons
Amounts borrowed Purchases
Selectéd NAICS ilndustrial selctor of Premiums Total Purchases of tangible Rents
domestic corporation and residence . o . .
of related foreign person ' Interest for insurance Other Beginning Ending (excluding of stock property other and
or balance balance loan in trade than stock in royalties
reinsurance balances) trade
(10) (11) (12) (13) (14) (15) (16) (17) (18)
Retail trade
All geographic areas. 9,247 - 139,341 10,899,466 15,099,163 2,959,747 1,173,699 1,117 37,046
Belgium 1,095 - - - - 114,636 - - -
Brazil... - - - - - 1,485 - - -
Canada -- -- -- -- 30,024 15,590 14,465 - -
France.... -- -- 7,136 1,933,858 858,523 246,375 182,584 2 1,391
Germany -- -- 2,462 -- -- 32,785 30,220 1,115 434
Hong Kong.......ccoccinicciniee -- -- -- 180 389 43,460 12,913 - -
Ireland -- -- -- 185,338 282,967 10,117 - - -
Japan.......coi -- -- -- 140,002 170,003 3,643 - -- 286
Netherlands -- -- 1,782 2,380,276 430,943 68,788 40 -- 19,287
Switzerland... -- -- -- 3,291,408 11,104,033 1,601,495 691,777 - 9,724
United Kingdom..............ccccceee 8,152 -- -- 1,849,259 1,412,141 111,261 17,170 - -
Transportation and warehousing
All geographic areas............ccceuruue. 2,180 -- 1,960,312 7,964,574 7,858,743 2,972,608 4,490 14,155 86,914
Australia - - 3,620 - -- 5,558 - -- -
Belgium........ccoooiiiiiiiciiee -- -- 282,604 4,256 - 284,007 - -- -
Brazil... -- -- 1,652 - 834 2,318 - - -
Canada -- -- 1,267,661 157,501 840,338 220,960 878 10,511 46,218
France.... - - 4,525 - - 9,856 4 - -
Germany.... -- -- 14,773 555,147 592,398 81,002 330 - -
Hong Kong - - 5,652 - - 114,646 - - -
Ireland - - 10,967 2,755,398 2,755,398 11,734 - - -
Japan..... ..o -- -- 65,682 3,294 152,586 20,563 - -- -
MEXICO......uuiiiiciciiciccnd -- -- 532 -- -- 5,779 115 - -
Netherlands 1,540 -- 6,111 332,698 272,236 51,693 - - -
Singapore. - - 17,012 - - 1,512,822 - - -
South Korea.. - - 3,136 - - 16,185 - - -
Sweden - - 1,766 - - 2,108 - - -
Taiwan -- -- 2,060 - -- 20,028 - -- -
United Kingdom... 640 -- 230,110 1,367,759 1,541,831 172,126 2,849 3,644 7,662
Information

All geographic areas............ccceuruue. 118,233 180 1,241,781 54,684,749 57,150,869 6,857,282 2,699,593 42,912 178,277
Australia -- 16 52 20,190 4,300 56,324 2,450 -- 178
Belgium.. - 4 4 -- 947,031 5,157 224 - 432
Bermuda. -- -- -- 932,141 1,032,650 16,321 - - -
Brazil -- 9 569 38 500 1,082 554 315 14
Canada... 1,866 -- 97,306 299,613 433,201 268,655 107,830 3 1,409
France.... -- 2 36,737 14,613 156,337 250,111 129 -- 4,717
Germany.... 19,649 6 5,947 4,100,075 2,785,022 519,201 4,133 -- 69
Hong Kong -- 1 545 11,456 17,220 54,394 2,709 42,204 -
Ireland -- 1 202,848 10,865 30,871 113,161 501 - -
Japan.. 29 -- 13,944 616 74 2,449,987 2,285,650 44 17,023
Mexico. 610 3 844 -- 6 14,833 9,384 - 3,638
Netherlands 1,582 2 458,105 7,946,444 12,756,885 537,554 77 - 64,395
Singapore -- (2) 1,014 54 34 8,561 3,786 -- 225
South Korea.. - - - - - 3,197 1,635 - -
Sweden.. 5,079 3 170 145 42 120,044 76,203 - 31,771
Switzerland -- 1 132,095 9,411,629 9,026,149 714,235 - - 1,675
Taiwan -- -- 6 3 3 222 203 -- -
United Kingdom, 36,336 118 277,594 4,968,210 3,731,477 694,021 85,348 -- 52,095

Footnotes at end of table.
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Transactions between foreign-owned domestic corporations and related foreign persons--continued

Amounts received from related foreign persons--continued Amounts paid to related foreign persons
Amounts borrowed Purchases
Selectéd NAICS ilndustrial selctor of Premiums Total Purchases of tangible Rents
domestic corporation and residence . o . .
of related foreign person ' Interest for insurance Other Beginning Ending (excluding of stock property other and
or balance balance loan in trade than stock in royalties
reinsurance balances) trade
(10) an (12) (13) (14) (15) (16) an (18)
Finance and insurance
All geographic areas...........cccceuruue. 1,650,151 1,371,541 7,379,644 160,883,020 172,676,263 45,691,941 22,326,200 61 21,965
Australia 278 17,739 1,369 2,350,954 610,644 47,022 - -- 167
Belgium........ccooconiiiiiiiiee 1,905 157,043 651 115,408 115,553 21,317 - -- -
Bermuda.. 131,394 123,088 1,539,749 999,554 581,442 2,644,888 - -- -
Brazil.... -- -- -- -- 79 3,721 1,280 - -
Canada. 78,169 182,464 86,692 6,453,363 2,786,707 953,969 - -- -
France.. 92,888 61,979 414,307 25,384,387 17,982,467 913,698 - -- -
Germany 9,788 36,489 996,658 8,177,203 9,317,640 3,868,530 - -- -
Hong Kong.. 33,262 2,618 7,428 630,769 1,098,207 196,422 - -- -
Ireland 4,831 115,182 16,896 894,650 853,739 2,094,067 - - -
Japan... 61,255 15,519 329,261 2,217,315 3,440,086 2,111,348 1,258,916 - -
Mexico.. 34 60,101 441 196,884 195,411 9,003 1,985 61 -
Netherlands 343,368 21,828 571,835 28,605,266 32,378,293 1,689,075 3,690 - -
1 4,029 9,695 4,349 9,254 112,545 104,902 - -
- 2,647 -- 679,300 504,600 47,001 - -- -
Switzerland. 11,773 398,687 1,557,099 9,466,835 27,679,739 6,847,463 - -- -
Taiwan - 998 - - - 562 - - -
United Kingdom..............cccccoceee 796,987 121,815 1,523,579 71,506,543 72,538,309 23,647,220 20,922,272 - 21,798
Real estate and rental
and leasing
All geographic areas...........cceeeruenes 8,521 - - 6,368,683 7,469,720 370,339 - - -
Professional, scientific, and
technical services
All geographic areas...........cccceuruuee 96,882 144 111,777 7,907,161 6,116,584 3,592,614 1,585,282 7,839 6,162
Australia -- - 57 - 1,946 17,354 - -- -
Belgium........coooiiiiiiiiiee -- -- 49 - - 8,576 7,106 - -
Brazil.... 20 -- 613 15 15 1,259 401 - -
Canada. -- -- 11,904 6,882 35,092 30,161 8,389 31 -
France.. 884 144 5 121,654 249,920 61,698 11,885 -- 3,032
Germany 7,905 -- 5,113 597,940 457,635 781,856 136,321 -- 218
Hong Kong.. - - 1 - - 2,133 - - -
Ireland - - 5 - - 89 89 -- -
Japan.......occi -- -- 132 -- 65,681 348,031 345,859 -- 137
MEXICO......uuiiiicieiicc ) 38 -- 1,064 -- -- 3,913 6 724 -
Netherlands 2 -- 109 1,649,771 1,632,312 169,043 330 - 2,775
Singapore... - - 68 - - 2,077 917 - -
South Korea - - 23 -- -- 111 - -- -
Sweden - - 33 - - 996 659 -- -
Switzerland. -- -- 204 332 253 1,413 404 -- -
Taiwan.. -- -- 15 68,780 94,948 810,348 810,275 - -
United Kingdom. 87,271 -- 88,321 4,835,081 3,175,460 653,555 47,062 7,084 -
Management of companies
and enterprises

All geographic areas...........cccceuruue. 225,719 - 151,096 22,250,983 29,359,397 1,173,619 192,561 - 497
Australia -- - - 1,311 11,313 158 - -- -
Canada. 1,741 -- 4,389 231,587 149,187 47,161 4,529 - -
France.. 2,023 -- -- 323,405 320,021 221,009 186,832 -- -
Ireland - - 75 650,000 950,000 11,724 - - -
Japan... 4,797 -- 106,759 1,607,868 723,523 163,676 - - 186
Mexico.. -- -- -- 128,098 14,881 3,062 - -- -
Switzerland 71 -- 4 36,342 4,600 41 - -- -
United Kingdom. 183,447 -- 137 5,244,961 9,467,369 159,070 - - -

Footnotes at end of table.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person

--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued

Amounts received from related foreign persons--continued Amounts paid to related foreign persons
Amounts borrowed Purchases
Selectéd NAICS ilndustrial septor of Premiums Total Purchases of tangible Rents
domestic corporation and residence . o . )
of related foreign person ' Interest for insurance Other Beginning Ending (excluding of stock property other and
or balance balance loan in trade than stock in royalties
reinsurance balances) trade
(10) an (12) (13) (14) (15) (16) an (18)
Administrative and support
and waste management
and remediation services
All geographic areas...........cccceuruue. 19,922 -- 5,404 8,360,855 10,142,018 848,505 13,896 7,221 81,764
Netherlands .... 3,450 -- 135 1,507,733 1,068,701 105,106 - - -
United Kingdom, 4,584 -- -- 2,964,648 3,299,675 155,448 13,896 - -
Health care and
social assistance
All geographic areas...........cceeerueenns - - - 1,295,927 957,965 243,231 81,214 - -
Arts, entertainment,
and recreation
All geographic areas............cccceuuuee. > * * * * * * * *
Accommodation and
food services
All geographic areas. 17,295 - 10,956 6,351,379 5,877,848 543,359 - -- 22,935
France. -- -- 10,552 310,772 309,000 32,853 - -- 3,496
United Kingdom, 16,127 -- -- 3,146,358 3,054,608 328,440 - - -
Other services
All geographic areas...........cceeerunnes il ** ** ** ** ** ** ** **

Footnotes at end of table.




Transactions Between Large Foreign-Owned Domestic Corporations and Related
Foreign Persons, 2002

Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person

--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued

Amounts paid to related foreign persons--continued

Purchases, Amounts loaned
Selec.ted NAICSlindustriaI stector of leases, Consideration Premiums
domestic corporation and residence of
related foreign person * and licenses for technical, Commissions Interest for insurance Other Beginning Ending
of intangible managerial, or balance balance
property or like reinsurance
rights services
(19) 20) @1 22) 23) @4) (25) (26)
All industries
All geographic areas.............ccceeueeuensd] 2,984,581 7,348,632 2,281,961 24,581,098 13,997,800 15,018,683 144,750,738 189,091,050
Australia. 205 53,501 54,404 51,723 7,308 105,748 32,026 2,025,011
Belgium.. 101,046 49,440 5,032 225,180 22,616 2,192,743 1,274,468 1,269,321
Bermuda. -- 7,594 8,351 128,149 2,263,544 600,607 4,785,607 7,769,710
Brazil . 157 10,459 10,628 3,129 - 8,877 300,599 248,403
Canada.......ccovurucciiiniieiceen 3,145 1,130,578 35,127 499,268 210,967 953,306 23,411,271 16,696,942
France 219,310 651,257 22,277 1,701,876 255,944 356,204 21,337,246 18,705,895
GermMaNY......ccccoeuuruciericcieeieiece s 753,729 171,530 60,307 1,401,160 3,367,895 886,486 3,016,027 3,888,765
Hong Kong 7 72,265 105,445 8,201 159 256,320 560,264 368,622
Ireland 7,130 52,634 1,453 676,243 2,071,283 647,025 998,276 1,339,254
JapaN.. ..o 265,466 547,114 83,448 111,386 7,368 1,631,728 2,796,251 6,444,681
Mexico 8,748 143,012 16,681 13,623 2,524 134,155 430,419 458,322
Netherlands .........ccccccoviiiiininiicne. 75,272 712,584 43,717 3,732,106 46,769 3,347,128 7,213,204 9,051,930
Singapore 3,008 63,731 1,505,490 268 3,436 29,899 139,190 122,747
South Korea.. 31,873 271,166 11,086 4,713 - 35,194 188,502 164,550
Sweden 19,788 195,644 16,107 395,318 39,143 216,708 1,801,758 1,705,468
Switzerland 830,319 458,367 64,362 6,764,814 4,872,207 532,876 15,769,162 26,086,613
TalWaN......coiiiiiccce 444 7,059 19,971 -- - 22,452 7,325 15,514
United Kingdom............cccccocoiiiiicnn | 500,185 1,685,346 130,390 4,720,146 469,741 2,313,809 53,728,220 83,943,164
Agriculture, forestry,
fishing, and hunting
All geographic areas.............ccccureuenncnc * = = = b ** - b
Mining
All geographic areas...........oueeurevrenncd] - 231,758 1,850 377,220 14,334 246,657 901,162 776,797
Australia. -- 8,244 26 -- 638 806 629 1,147
Belgium.. - 199 - - - 663 - -
Bermuda. - - - - 12,313 194 - -
Brazil... - - - - - - 51 -
Canada -- 13,513 1,810 4,728 - 9,902 172,812 14,337
France -- 15,700 - 3,562 - 18,757 1,091 123,071
GeIMANY ..ot - 8 - - - 186 - -
Ireland........cccoeeeeeeiieiieeeeeeeeeee, - - - - - 1,370 4 -
Japan.......i - - 13 - - 39,736 - -
Mexico - - - - - 476 - -
Netherlands -- 180 - -- - 499 106 461
Singapore. - 2,151 - - 2 944 115 155
United Kingdom...........ccccccocinnincne. -- 50,987 - 81,265 279 68,553 1,956 346,159
Utilities
All geographic areas. -- 51,899 - 717,572 - 449,123 107,404 109
Canada N -- 49,637 - 65,193 - 429,993 107,404 109
United Kingdom...........cccococoiiinincnn. -- 2,151 - 626,234 - 3,965 - -

Footnotes at end of table.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with

Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial

Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person

--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued
Amounts paid to related foreign persons--continued
. X Purchases, Amounts loaned

Selected NAICS industrial sector of X X .

domestic corporation and residence of Ielases, Con3|derlat|on e Premlums o i

related foreign person * and licenses for technical, Commissions Interest for insurance Other Beginning Ending
of intangible managerial, or balance balance
property or like reinsurance
rights services
(19) (20) @1 22) 3) 24) (25) 26)
Construction

All geographic areas. | 42,794 248,504 642 397,092 29,776 167,281 166,557 360,945
Australia . -- 10,115 - 10,380 - 68,567 - -
Brazil... . -- 162 - -- - 10 3,294 5,927
Canada N -- 4,987 - 178 - 116 1,481 -
France - 12,644 - - - - - -
Germany.... . -- 11,970 94 528 - 1,734 30 1,200
Hong Kong . - 9 - - - - 38 -
Japan......oi - 132 - - - - - -
Netherlands .........ccccccoviiiiininicne. 2,734 13,663 - 4,782 - 1 28 28
Singapore. N - 2,409 - - - - 2,012 2,501
Switzerland... N 22,804 51,051 206 350,966 - 8,057 36,194 176,618
United Kingdom, . -- 2,822 - 7,368 - 7,799 2,008 5,816

Manufacturing

All geographic areas..........cccoceeceennn] 1,644,875 3,576,979 111,213 9,377,413 226,618 5,209,895 52,605,390 60,850,162
Australia. 61 5,459 1,060 5,277 2,893 25,689 1,776 48,292
Belgium.. 100,747 31,834 3,863 223,658 1,965 5,922 40,621 175,488
Bermuda. . -- 1,478 3,369 101,169 16,233 104,531 1,060,700 1,139,617
Brazil... 25 9,297 2,629 735 - 3,919 35,783 56,459
Canada N 1,171 449,633 10,330 94,060 6,395 231,816 3,300,836 3,337,397
France 40,102 489,947 3,971 716,797 45 197,856 5,689,297 4,322,784
GermMaNY......ccccoeuicicieeicicieeieiecc s 202,303 50,896 7,282 183,608 10 138,325 467,121 725,958
Hong Kong........ccccioiiciniiiccinee 6 6,205 7,291 4 - 3,383 11,581 9,953
Ireland. 7,129 49,892 1,003 371,965 5,713 41,577 351,614 843,037
Japan.. . 96,588 187,957 6,366 3,643 526 183,066 575,294 1,161,901
Mexico 7,000 88,753 3,205 12,147 - 122,726 411,641 385,591
Netherlands .........ccccccoviiiiiininiicne. 58,430 436,754 17,328 1,057,853 171 2,792,821 695,155 552,679
Singapore 451 36,112 3,484 -- 2,839 9,567 40 1,880
South Korea.. 17 2,910 1,350 2,993 - 1,048 - 461

1,944 159,191 798 280,447 1,518 201,683 17,983 32,471
Switzerland 547,385 345,434 5,579 2,833,718 11,045 311,309 13,777,533 13,720,323
Taiwan N 444 1,629 514 -- - 1,983 4,874 14,588
United Kingdom............cccccoeniiicnn ] 426,041 950,052 24,275 1,703,885 162,393 587,019 24,091,759 31,283,622
Wholesale trade

All geographic areas. ] 243,893 884,976 162,996 1,393,469 18,592 3,637,685 4,128,124 7,642,104
Australia . -- 915 616 4,158 86 4,111 2,823 1,809,106
Belgium.. . - 274 27 9 - 1,774,276 880,937 725,650
Bermuda. . -- - - 42 9,500 1,265 1,392 1,140
Brazil... . -- 99 3,196 25 - 952 4,172 81,471
Canada.. N 248 57,049 5,387 4,854 - 21,888 541,865 634,285
France 175,173 42,481 1,795 76,703 - 50,605 536,307 369,409
Germany.... 1,094 33,225 6,187 171,443 609 552,858 320,761 704,047
Hong Kong . -- 965 51,173 42 - 12,133 4,252 20,912
Ireland. . - 1,973 23 19,838 - 479,060 90,766 100,000
Japan.. . 24,197 341,090 68,917 28,063 6,483 462,821 300,208 1,463,549
Mexico -- 17,407 2,386 1,262 - 6,399 8,659 64,655
Netherlands 5,493 30,174 105 342,826 2 36,115 343,919 315,687
Singapore 30,414 264,354 2,452 1,720 - 21,153 187,838 163,129
South Korea.. . -- 4,082 1,186 210 - 1,404 124,596 102,341
Sweden . -- 3,403 13 -- 108 13,209 1,134 2,766
Switzerland N -- 31,517 215 157,245 - 5,411 46,733 46,262
Taiwan -- 1 1,109 -- - 2,122 1,445 641
United Kingdom, 7,275 35,128 5,079 245,958 3 71,175 564,361 861,244

116 Footnotes at end of table.




Transactions Between Large Foreign-Owned Domestic Corporations and Related
Foreign Persons, 2002
Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person
--Continued
[Money amounts are in thousands of dollars]
Transactions between foreign-owned domestic corporations and related foreign persons--continued
Amounts paid to related foreign persons--continued
. . Purchases, Amounts loaned
Selec.ted NAICSllndustrlaI §ector of leases, Consideration Premiums
domestic corporation and residence of i X e ) o i
related foreign person * and licenses for technical, Commissions Interest for insurance Other Beginning Ending
of intangible managerial, or balance balance
property or like reinsurance
rights services
(19) (20) 21) (22) (23) (24) (25) (26)
Retail trade
All geographic areas. 153,698 40,116 94,262 1,142,222 160,415 157,170 936,603 213,773
Belgium. . -- - - -- - 114,636 - 301
-- - 1,485 -- - (2) 5,822 50
47 259 - 813 - 6 1,351 171
France -- 5,550 - 41,961 - 14,885 9,175 709
Germany. - 755 - - - 261 3,419 892
Hong Kong - - 30,547 - - - - -
Ireland . -- - - 10,117 - -- - -
JapaAN.....cci ] -- 30 - 2,569 - 758 9,605 10,151
Netherlands -- 7,772 - 21,068 1,051 19,570 50 125
Switzerland.. 153,629 612 9,406 736,347 - - 265,851 197,422
United Kingdom...........ccccccocininncne. 22 6,875 - 87,194 - -- 621,395 1,449
Transportation and warehousing
All geographic areas. 8,510 308,936 1,543,577 189,330 114,046 702,650 1,608,652 1,864,043
Australia -- 559 - -- - 4,999 4 (2)
Belgium. -- 1,969 - -- - 282,037 - -
. -- 763 - -- - 1,555 5,167 114
Canada.......ccovrucieiiiiiiieieeen -- 113,829 2,284 2,773 5,378 39,090 221,822 347,010
France -- 4,972 3 - - 4,876 - -
Germany -- 13,749 38,127 12,611 - 16,185 - -
Hong Kong... .. - 51,750 454 - - 62,442 - -
Ireland... . -- 455 - -- - 11,279 - -
. 3,043 4,773 - 588 - 12,159 5,196 4,692
Mexico -- 1,118 2,933 -- - 1,614 2,092 1,462
Netherlands -- 4,206 - 41,445 - 6,043 75,149 2,587
Singapore. 2,482 - 1,496,262 -- - 14,077 - -
South Korea. .. - 3,650 - - - 12,535 - -
Sweden . - 465 - - - 1,643 - -
-- 5,357 - -- - 14,671 - -
United Kingdom.. 2,984 35,941 - 90,371 534 28,141 1,298,961 678,790
Information
All geographic areas.............oe.eeveeeenc] 210,573 304,681 82,194 2,905,986 5,377 427,688 8,198,652 11,112,876
Australia . 144 8,280 44,545 172 - 555 12,243 12,317
Belgium. . 167 4,174 161 -- - -- 115 1,022
Bermuda.........cccooiiiiiiiice -- - - 15,721 600 - 2,301,978 2,430,224
Brazil 132 68 - -- - -- 50 89
Canada.. 1,622 33,512 821 492 - 122,966 249,472 318,569
France 3,157 10,394 761 212,068 2,195 16,690 17,152 20,130
GermMaNY......ccccoeuicucieiccieeieecc s 1,651 11,279 529 499,868 - 1,671 1,100,104 1,353,498
Hong Kong.......cccociiiiciiiiccinne 1 8,007 657 -- - 818 29,451 2,406
Ireland... 1 33 - -- - 112,627 43,843 30,184
141,458 5,812 - -- - 1 9,898 9,851
Mexico 1,748 62 - - - - 4,694 4,774
Netherlands ..........cccccoviiiiiiinicne. 1,556 15,172 23,398 415,296 2,540 15,120 2,478 5,454
Singapore 75 2,927 231 - - 1,318 245 245
South Korea. 1,442 109 10 -- - -- 641 920
Sweden . 835 10,983 249 -- - 2 - 80
Switzerland -- 405 - 653,622 - 58,533 10,719 7,700
Taiwan - - 20 - - - 898 191
United Kingdom................cccccccce.... | 53,780 184,996 9,522 213,890 33 94,357 4,015,044 6,242,152
Footnotes at end of table.
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Foreign Persons, 2002
Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person
--Continued
[Money amounts are in thousands of dollars]
Transactions between foreign-owned domestic corporations and related foreign persons--continued
Amounts paid to related foreign persons--continued
. . Purchases, Amounts loaned
Selec.ted NAICSllndustrlaI §ector of leases, Consideration Premiums
domestic corporation and residence of i X e ) o i
related foreign person * and licenses for technical, Commissions Interest for insurance Other Beginning Ending
of intangible managerial, or balance balance
property or like reinsurance
rights services
(19) (20) (21) (22) (23) (24) (25) (26)
Finance and insurance
All geographic areas.............ccceeueeuensd] 40,637 713,492 209,563 5,539,005 13,393,633 3,447,386 68,816,404 95,753,228
Australia . - 3,587 7,608 31,320 3,690 649 13,359 152,179
Belgium. - 380 243 -- 20,651 43 352,797 353,033
Bermuda . -- 215 4,983 11,216 2,215,669 412,806 1,421,537 4,198,729
Brazil . -- - - -- - 2,441 2,290 2,240
Canada.. 56 359,991 12,887 304,477 198,701 77,857 18,736,941 11,542,024
France -- 17,484 11,254 580,713 253,015 51,232 14,982,088 13,064,610
Germany... . - 1 2,688 368,791 3,367,275 129,775 616,179 547,090
Hong Kong... . - 4,692 13,306 749 159 177,516 374,298 181,667
Ireland... . - 206 427 27,231 2,065,570 633 510,989 77,004
- 5,856 7,078 31,831 359 807,308 1,850,926 3,206,609
-- - 4,220 214 2,524 - 1,210 1,154
Netherlands ..o -- 171,877 1,708 1,332,554 43,005 136,240 5,813,065 7,601,300
-- 1,277 4,094 53 595 1,624 12,177 15,462
-- - 177 38,944 7,881 -- 3,530 11,330
40,581 4,540 48,570 1,745,597 4,861,162 147,014 1,616,118 11,938,286
Taiwan - - 170 - - 392 - -
United Kingdom.. . - 119,830 78,359 762,989 298,054 1,443,917 19,420,017 40,225,516
Real estate and rental
and leasing
All geographic areas............cccccuveuenncnc) - 6,589 - 324,751 - 38,999 137,211 754,055
Professional, scientific, and
technical services
All geographic areas.............o..eeveeeenc] 555,675 694,873 43,410 672,903 5,678 20,793 1,444,139 2,107,125
Australia . -- 16,342 541 98 - 372 164 138
Belgium. . - 732 739 - - - - -
Brazil.......ccoviiiiiiiicc -- 70 788 -- - -- 763 30
Canada.......ccovurucciiiiiieiceen -- 15,323 967 -- - 5,451 10,944 8,619
France -- 38,242 4,493 2,953 689 404 50,078 2,706
Germany 548,681 46,647 5,400 38,072 1 6,517 478,492 550,492
Hong Kong... . -- 87 2,018 -- - 28 139 126
Ireland.........ccocooiiiiiiie - - - - - - 276 331
Japan. 180 1,063 790 -- - 2 1,880 21,902
Mexico - 2,307 874 1 - - - -
Netherlands . -- 7,984 602 157,352 - (2) 127 14,655
Singapore. . - 714 233 - - 213 - -
South Korea.........ccooeoeeiiniiiiiiieis - 111 - - - (%) 23 -
Sweden . - 337 - - - (%) - -
Switzerland..........ccoooiiiiiiiin - 602 386 - - 21 - -
Taiwan -- 73 - -- - (2) 105 94
United Kingdom.. 14 113,308 13,155 466,210 2,562 4,160 895,433 1,501,501
Management of companies
and enterprises
-- 34,039 7,099 503,244 494 435,686 2,438,835 4,234,512
-- - 8 150 - -- - 22
-- 29,990 641 7,372 494 4,136 58,588 164,308
France -- 2,312 - 31,859 - 6 3,116 802,475
Ireland... . -- 76 - 11,598 - 50 - -
. -- 281 283 44,691 - 118,236 10,744 533,526
Mexico - - 3,062 - - - - -
Switzerland.. - - - 41 - - 16,014 3
United Kingdom.. . -- 986 - 158,084 - -- 1,621,779 1,995,871
118 Footnotes at end of table.
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Table 3.--Foreign-Owned Domestic Corporations with Total Receipts of $500 Million or More and with
Forms 5472: Transactions Between Corporations and Related Foreign Persons, by NAICS Industrial
Sector of Domestic Corporation and Selected Country of Residence of Related Foreign Person
--Continued

[Money amounts are in thousands of dollars]

Transactions between foreign-owned domestic corporations and related foreign persons--continued

Amounts paid to related foreign persons--continued

. . Purchases, Amounts loaned
Selec.ted NAICSllndustrlaI §ector of leases, Consideration Premiums
domestic corporation and residence of i X e ) o i
related foreign person * and licenses for technical, Commissions Interest for insurance Other Beginning Ending
of intangible managerial, or balance balance
property or like reinsurance
rights services
(19 (20) 21) (22) (23) (24) (25) (26)
Administrative and support
and waste management
and remediation services
All geographic areas.............oe.eeveeeenc] 67,222 13,443 25,156 573,820 10,158 55,824 384,594 1,064,709
Netherlands ... -- - - 76,156 - 28,951 41,008 114,230
United Kingdom... 1,302 5,278 - 124,391 5,883 4,698 86,635 98,490

Health care and
social assistance
All geographic areas............cccccuveuenncnc) -- - - 152,787 9,229 -- 1,721,007 1,586,762
Arts, entertainment,
and recreation

All geographic areas.............ccceeueeunensd] * = h b b b h h
Accommodation and
food services
All geographic areas...........ooeeurevrenncd] 16,704 237,212 - 253,485 - 13,023 1,154,603 758,837
France . 878 11,531 - 16,055 - 893 - -
United Kingdom...........ccccccocinnincne. 8,766 176,992 - 142,682 - - 1,107,445 702,273
Other services
All geographic areas............cccccureuenncnc) * = = = b ** - b

** In order to avoid disclosure of information for specific corporations, these data have been deleted. Data are included in appropriate totals.

* Selected country data have been deleted to prevent disclosure of information for individual taxpayers. However, the data are included in the appropriate totals.
2 | ess than $500.

NOTES: NAICS is the abbreviation for the North American Industry Classification System. Detail may not add to totals because of rounding.
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Personal Wealth, 2001

by Barry W. Johnson and Brian G. Raub

wealth in the United States are topics of great

interest among researchers and policy plan-
ners. Unfortunately, these issues are difficult to
research, since there are few sources of data on the
wealth holdings of the general population, especially
the very rich. Federal estate tax returns (Form 706)
provide a unique source from which to study the
nation’s wealthiest individuals. The estate tax return
contains a complete listing of a decedent’s assets and
debts, as well as a demographic profile of the dece-
dent and information on the costs of administering the
estate. A decedent’s estate has up to 9 months to
file an estate tax return, but use of a 6-month exten-
sion is common. It is, therefore, necessary to
combine returns filed over a number of calendar
years in order to capture data representative of all
estate tax decedents dying in a single year.

The wealth of living individuals can be estimated
from Federal estate tax return data using the estate
multiplier technique. The fundamental assumption
underlying this methodology is that estate tax returns
filed for decedents who died in a particular year
represent a random sample, designated by death, of
the living population in that year. Estimates of the
wealth holdings of the living population are derived by
applying amultiplier, based on appropriate mortality
rates, to this sample. (See the Appendix to this article
for a more complete discussion of the estate multi-
pliertechnique.)

T he distribution and composition of personal

Valuation Measures

These estimates apply to individual holdings of
$675,000 or more in gross estate, the Federal estate
tax filing threshold in effect for 2001 U.S. decedents.
Gross estate is a Federal estate tax concept of
wealth that does not conform to usual definitions of
wealth, primarily because it includes components that
are not traditionally considered part of a living
individual’s portfolio and because there are features
of the tax code that allow certain real property to be
specially valued when used in farming or running a

Barry W. Johnson is Chief, Special Studies Special
Projects Section, and Brian G. Raub is an economist with
the same section. This article was prepared under the
direction of Janet McCubbin, Chief, Special Studies
Branch.

business. Therefore, three measures of wealth are
used in this article: gross assets (or gross estate),
total assets, and net worth.

Gross assets reflects the gross value of all
assets owned by a decedent, including the full face
value of life insurance, reduced by the value of any
policy loans, but excluding any reduction for other
indebtedness. This measure defines the individuals
included in the top wealth holder group. Total assets
is a lower wealth value but is still essentially a gross
measure. It differs from gross assets in that the
cash, or equity, value of life insurance (i.e., the value
of insurance immediately before the policyholder’s
death) replaces the “at death” value of life insurance
included in gross assets, and incorporates other
adjustments to compensate for special valuation
provisions in the tax code [1]. Net worth is total
assets minus debts.

Top Wealth Holders, 2001

In 2001, there were an estimated 7.4 million adults,
age 18 and older, with gross assets of $675,000 or
more (see Table 1). Combined, they owned almost
$15.2 trillion in total assets. After accounting for
over $1.3 trillion in debts and mortgages, this group
had a total net worth of $13.8 trillion. Although these
top wealth holders represented only 3.5 percent of
the U.S. adult population, they held an estimated 32.7
percent of the total U.S. net worth in 2001 [2, 3].

There were nearly 4.0 million male top wealth
holders in 2001, representing 53.7 percent of the top
wealth holder population. These men had a com-
bined net worth of $8.0 trillion, for an average net
worth of nearly $2.0 million (see Table 2). About
73,000 of these men had a net worth of $10 million or
more. A large majority, 66.4 percent, of male top
wealth holders were married, while 16.3 percent
were single and 8.7 percent were widowed (see
Figure A). About 8.5 percent of wealthy males were
divorced or separated.

There were over 3.4 million female top wealth
holders, comprising 46.3 percent of the total. The
combined net worth of these women was $5.8 trillion,
while their average net worth was $1.71 million (see
Table 3). About 50,000 female top wealth holders in
2001 had a net worth of $10 million or more. In
contrast to their male counterparts, less than half,
49.0 percent, of all female top wealth holders were
married, while 26.0 percent were widowed, a much
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_ for male and female wealth holders is very similar for

Top Wealth Holders: Marital Status, by Sex, 2001

. these larger values that account for the much larger
Marital status Males Percentage Females Percentage . .
difference in the average net worth between the
1 2 3 4 . . . . o .
0 @ G) &) sexes. While not included in Figure B, it is interesting
3,953,728 100.0 3,403,522 100.0 . . . .
2,627 212 664 | 1668808 49,0 to note that 'the left tail of the net worth 41str1but10n
343,942 87 | ssaer7 26.0 for males dips much lower (larger negative values)
645,570 163 | 487,786 14.3 for points below the 1% percentile than for females.
337,004 8.5 362,251 10.6

* Includes individuals who were separated or divorced and those for whom marital
status was not determinable.
NOTE: Detail may not add to totals because of rounding.

higher percentage than for men. About 14.3 percent
of wealthy females were single, while 10.6 percent
were divorced or separated.

While the average net worth of female wealth
holders was more than 15 percent lower than that of
males, averages can be very sensitive to outliers.
When significant outliers exist, the median is often a
better measure of the center of a distribution. The
median net worth for male wealth holders was ap-
proximately $978,000, while the median value for
females was nearly the same at almost $955,000. In
fact, Figure B shows that the distribution of wealth

Figure B

Net worth (in millions)

Top Wealth Holders, by Sex: Net Worth Distribution, 1st-99th Percentiles, 2001

most points, except for those above the 95" percen-
tile, where male net worth values dominate. It is

Portfolio Composition

The portfolio composition of top wealth holders in
2001 varied substantially by gender and wealth. As
shown in Figure C, men with less than $1 million in
net worth devoted the largest percentages of their
portfolios to personal residences, 20.7 percent, and
retirement assets, 18.3 percent [4]. Stock in publicly
held corporations, other real estate, and cash holdings
also represented significant portions of these individu-
als’ portfolios.

For males with at least $1 million but less than
$10 million in net worth, personal residences comprised
a substantially smaller portion of their total portfolio,
at 10.4 percent. Publicly traded stock comprised the
single largest component, 19.7 percent, while retirement
assets were the second largest component, 16.5
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Male Top Wealth Holders: Selected Assets and Debts as a Percentage of Total Assets, by Size of
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percent. The proportion of these individuals’ portfo-
lios comprised of stock in closely held companies [5]
and other financial assets (such as government bonds,
corporate bonds, and foreign bonds) was markedly
higher than the corresponding proportion for men
with less than $1 million in net worth.

For the wealthiest males, those with net worth of
$10 million or more, financial assets were the domi-
nant portfolio component. Holdings in the stock of
publicly traded corporations, 31.5 percent, and closely
traded companies, 15.0 percent, combined for nearly
one half of their portfolios. The wealthiest men also
devoted a substantially larger proportion of their
portfolios to business assets (including noncorporate
businesses, farm assets, and limited partnerships),
17.2 percent, and other financial assets, 12.0 percent,
than their peers in the lower wealth classes. In
contrast, personal residences, 3.0 percent, and retire-

" Includes all government bonds, corporate bonds, bonds issued by foreign governments, and diversified mutual funds.
2 Includes individual retirement accounts, annuities, and self-employed retirement or Keogh plans.

ment assets, 3.7 percent, represented only small
components of their portfolios.

For female top wealth holders, the shift in portfo-
lio composition as net worth increased followed a
pattern similar to that for their male counterparts (see
Figure D). However, there were several significant
differences in the makeup of portfolios held by male
and female top wealth holders. In each wealth class,
women held larger proportions of their assets in
personal residences and other real estate and smaller
proportions in retirement and business assets than men.

The most notable difference between the asset
mix of female and male top wealth holders was the
importance of closely held stock in their respective
portfolios. Closely held stock comprised only 1.3
percent of the portfolios of women with net worth of
less than $1 million, compared to nearly 3.9 percent
for men in the same wealth class. Likewise, women
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Size of Net Worth, 2001
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with net worth of $1 million but less than $10 million
held 3.7 percent of their assets in closely held stock,
less than half the corresponding proportion for men in
this group. This proportion shifted sharply upward, to
14.4 percent, for women with a net worth of $10
million or more and nearly equals the 15.0 percent of
their wealthiest male counterparts.

Male top wealth holders in all wealth classes had
a higher ratio of debts and mortgages to total assets
than their female peers. Women, in aggregate, had a
debt ratio (debts divided by total assets) of 7.3 per-
cent, while the comparable figure for men was 10.0
percent. Men with a net worth of less than $1 mil-
lion had by far the highest debt ratio, 20.8 percent.

Age
The average age of male top wealth holders in 2001
was 55.7 years, 3.6 years younger than the average

" Includes all government bonds, corporate bonds, bonds issued by foreign governments, and diversified mutual funds.
2 Includes individual retirement accounts, annuities, and self-employed retirement or Keogh plans.

age of female top wealth holders. Figure E shows
that the $1.7 million average net worth of males
under 50 was markedly lower than that for men in
any other age group. For men between 50 and 85
years of age, average net worth remained relatively
steady in a range between $2.1 million and $2.3
million. Males aged 85 and older were wealthier
than men in any other age group, with an average net
worth of $2.6 million.

The average net worth of females under 50 was
over $1.4 million. Although the average for women
aged 50 to 65 was significantly higher at $1.9 million,
as age increased beyond this point, there was only
scant variation in average net worth. Women aged
75 to 85 actually had a lower average net worth, $1.8
million, than their counterparts between age 50 and
75. Females 85 and older had an average net worth
of about $1.9 million, nearly identical to the average

for those in the 50-under-65 age group.
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All Top Wealth Holders: Average and Median Net Worth, by Sex and Age, 2001
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The median net worth of top wealth holders
reveals a very different picture. For each age and
sex combination, median net worth was substantially
lower than average net worth. For both males and
females, median wealth for those in the 50-under-65
age group increased significantly from the median for
those under 50, but age had very little effect on the
median net worth of wealthy individuals over 50.
Although the average net worth of males was signifi-
cantly higher than that of females in each age cat-
egory, the median wealth of men and women was
very similar regardless of age. These observations
suggest that a limited number of high wealth males
have a significant effect on the data. The effect is
most striking for men aged 85 and older. While the
median net worth of this group was virtually identical
to that for the 75-under-85 age group, their average
net worth was nearly one-fifth greater. Also inter-
esting is the fact that women under age 50 had a
higher median net worth than their male counterparts
but a lower average net worth.

e
Male Median
}%Vn Female Median
0.5
0.0
Under 50 50 under 65 65 under 75 75 under 85 85 and older
Age

While median net worth did not vary greatly
across age groups or gender, especially for those
over age 50, the data suggest that both age and
gender are important determinants of portfolio com-
position. As shown in Figure F, for males in all three
age groups depicted, stock held in public companies
was dominant but varied substantially in the share it
contributed to total assets. For males under age 50,
publicly traded stock comprised 21.6 percent of total
assets. Business assets made up the second-largest
share of the total for these relatively young men, 12.1
percent, followed by the value of the personal resi-
dence, 11.8 percent. For men in the 50-under-65 age
bracket, retirement assets made up the second larg-
est share of total assets, 17.3 percent, not surprising
for a group approaching traditional retirement age.
Publicly traded stock accounted for 17.9 percent of
total assets for this group, lower than the correspond-
ing proportion for men under age 50, while stock in
closely held companies comprised 11.8 percent.
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Male Top Wealth Holders: Selected Assets and Debts as a Percentage of Total Assets, by Age, 2001
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For males age 65 and older, publicly traded stock
made up 25.9 percent of total assets. Men in this age
group devoted the highest proportion of any age
group to other financial assets, where tax-exempt
bonds issued by State and local governments domi-
nated. Closely held stock and personal residences
accounted for the lowest proportion of total assets for
this group, which may reflect both lifestyle changes
expected for individuals in the post-retirement phase
of life. About 68.3 percent of men aged 65 and older
owned a personal residence compared to 75.4 per-
cent of men younger than 65. A similar pattern can
be seen for closely held stock, as 15.0 percent of
men aged 65 and older owned these assets, signifi-
cantly less than the 23.4 percent ownership rate of
men younger than 65.

For wealthy females, publicly traded stock was
also the dominant asset in each age bracket (see

" Includes all government bonds, corporate bonds, bonds issued by foreign governments, and diversified mutual funds.
2 Includes individual retirement accounts, annuities, and self-employed retirement or Keogh plans.

Figure G). Women under 50 held 24.1 percent of
their portfolios in such stocks, along with another 6.1
percent in the stock of closely held companies. The
personal residence was the second largest asset
component for women in this age group, 18.6 percent
of total assets, followed by retirement assets. For
women in the 50-under-65 age group, the personal
residence was again the second largest portfolio
component, with investment real estate making up a
much larger share than in the portfolios held by
younger women. The 50-under-65 age group also
devoted the largest share of their portfolios to busi-
ness assets and stock in closely held corporations
among the groups depicted in Figure G. For women
aged 65 and older, liquid assets, including publicly
traded stock, cash accounts, and other financial
assets, contribute substantially more to their portfolios
than to the portfolios of women in the younger age
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Female Top Wealth Holders: Selected Assets and Debts as a Percentage of Total Assets, by Age,
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groups. In contrast, the personal residence com-
prised only 11.0 percent of the portfolios held by
women aged 65 or older, while retirement assets
accounted for only 8.3 percent for women in this
oldest age bracket.

For all top wealth holders, the debt ratio de-
creased steadily with age (see Figure H), declining
from 15.5 percent for wealthy individuals under age
50 to 1.7 percent for their counterparts age 85 and
older. In each age category, women had a lower
debt ratio than men, although these differences may
not be statistically significant.

B Under 50 050 under 65 65 and older
Includes all government bonds, corporate bo d bonds issued by foreign governments and diversified mutual funds.
Includes individual retirement ccounts, annuities, and s If employed retirement or Keogh plans.
Includes non-corporate businesses, farms, a d Imt d partnerships.

State Data

Figure I presents the States with the largest number
of resident millionaires [6]. California, the U.S.
State with the largest overall population [7], also had
the largest number of millionaires with about 572,000.
New York had the second-largest number of million-
aires, 317,000, followed by Florida and Illinois with
249,000 and 185,000, respectively.

Another way to look at the concentration of
millionaires by State is to focus on the number of
millionaires as a percentage of the adult population,
shown in Figure J. This approach eliminates distor-
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Millionaires as a Millionaires as a
siste millonares | populaton | Perceniage o state millonares | popuimion | _Percenage o
adult population adult population
) 2 (©)] ) 2 (©)]

California........ccccoeeuveeeeennn) 572 25,176 23 Connecticut 83 2,594 3.2
New YorK......ocoeeeeeeeeeennnne 317 14,452 2.2 New Jersey 178 6,398 28
Florida........cocovieeee 249 12,566 2.0 District of Columbia..........| 11 458 24
INOIS. v 185 9,274 2.0 California........ccccoeercnnnne 572 25,176 23
Texas.......ocooveeciiiiienene. 182 15,297 12 New YOrK.......ccueemnenuinnn 317 14,452 22
New Jersey.........cceeeens 178 6,398 2.8 Massachusetts.................. 105 4,921 21
Pennsylvania....................] 135 9,418 14 NOIS. v 185 9,274 2.0
OhiO..eceieeceie e 114 8,540 1.3 Florida.......ccoveeviecieciennes 249 12,566 2.0
Massachusetts... 105 4,921 21 WyYoming.....cccoeeeveneeeeennenns 7 370 1.9
Virginia.......ccccoeeecicil 94 5,426 1.7 Delaware...........cccoeeeeeenn.n. 11 605 1.8

http://www.census.gov/popest/states.

" Millionaires are defined as individuals with net worth of $1 million or more.
2 Statistics on U.S. Population, by State, for 2001 were obtained from the
U.S. Bureau of the Census, "Population by State," published online at:

" Millionaires are defined as individuals with net worth of $1 million or more.
2 Statistics on U.S. Population, by State, for 2001 were obtained from the
U.S. Bureau of the Census, "Population by State," published online at:

http://www.census.gov/popest/states.
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tions caused by the widely varied populations of the
States. Using this measure, Connecticut ranked first
with the highest number of millionaires per capita.
Two of the smallest States in the country by popula-
tion, Wyoming and Delaware, as well as the District
of Columbia, were in the top ten by concentration of
millionaires. Six States--California, Florida, Illinois,
Massachusetts, New Jersey, and New York--ranked
in the top ten in both the number of resident million-
aires and millionaires per capita.

Millionaires, 1998-2001

The number of adult millionaires, defined as those
with net worth of $1 million or more in real terms,
increased 17.8 percent between 1998 and 2001, while
the average net worth of millionaires increased 16.1
percent [8]. Figure K shows the percentage growth
in the number of millionaires by net worth class
between 1998 and 2001. The number of millionaires
in each wealth class increased significantly between

1998 and 2001, a period generally marked by strong
economic expansion until the onset of a recession in
March 2001 [9], which was in turn worsened by the
economic impact of the September 11 terrorist
attacks. The number of millionaires with net worth
between $1 million and $5 million grew by 15.4
percent between 1998 and 2001, while the number of
millionaires in the higher wealth classes increased
more rapidly, 41.3 percent for those with net worth
between $5 million and $10 million, and 46.4 percent
for those with net worth of $10 million or more. By
comparison, the total U.S. population grew by 5.9
percent during this period.

Males made up a majority of millionaires in both
years (54.2 percent and 54.9 percent), although, on
average, they accounted for only 48.2 percent of the
adult U.S. population during this period. Figure L
displays changes in the age composition of male
millionaires in 1998 and 2001. The percentage of
male millionaires under age 50 increased markedly

Percentage Growth in Number of Millionaires and Total U.S. Population, 1998-2001
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Percentage of Male Millionaires, by Age, 1998 and 2001
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over this period, from 23.2 percent in 1998 to 29.8
percent in 2001. Conversely, the percentage of male
millionaires between ages 50 and 75 declined during
this period, while the percentage of male millionaires
in the oldest age brackets was virtually unchanged.
These patterns suggest that most of the new men
who joined the millionaire population between 1998
and 2001 were under age 50.

Females accounted for 45.8 percent of the mil-
lionaire population in 1998 and 45.1 percent in 2001.
Analysis of the age composition of female million-
aires in 1998 and 2001 (Figure M) reveals similarities
to the age composition of male millionaires. Women
in the youngest age brackets, through age 65, repre-
sented larger percentages of the overall female
millionaire populationin 2001 thanin 1998, while the
percentage of women between age 65 and 85 de-
creased. Between 1998 and 2001, the percentage of
millionaire women who were aged 85 and older was
unchanged.

Portfolio Composition for Millionaires
Looking at the asset makeup of millionaires’ portfo-
lios in 1998 and 2001 reveals significant differences

in the portfolio allocations of men and women.
Throughout this period, female millionaires held a
higher percentage of their portfolios in real estate
than their male counterparts, while the men devoted
substantially more to retirement assets (see Figures N
and O).

Beyond these differences, however, the portfolio
composition of male and female millionaires showed
similar changes between 1998 and 2001. Real estate
made up a higher percentage of both men’s and
women’s portfolios in 2001 than in 1998. This is
consistent with a 25.9 percent increase in housing
prices from the first quarter of 1998 to the fourth
quarter of 2001 [10]. Conversely, for both sexes,
stock and other financial assets comprised a substan-
tially smaller portion of the portfolio in 2001 than in
1998. From the beginning of 1998 through the end of
2001, the S&P 500 stock index returned a more
modest 18 percent, including a 13 percent decline
during 2001 [11].

Concentration Estimates
The share of U.S. wealth held by the top wealth
holders has long been a topic of interest for research-
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Female Millionaires: Selected Assets as a Percentage of Total Assets, 1998 and 2001
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' Includes publicly traded as well as closely held stock.
2 Includes individual retirement accounts, annuities, and self-employed retirement or Keogh plans.
3 Includes noncorporate businesses, farms, and limited partnerships.

ers and the general public. One way of looking at very wealthiest Americans has been nearly constant
year-to-year changes in the distribution of wealth is over the 12-year period [13].

to examine the share of total U.S. wealth held by a

constant percentage of the population. Figure P Summary

displays the percentages of total U.S. wealth held by There were more than 7.3 million individuals in the
the top 1.0 percent and the top 0.5 percent of the United States with gross assets of $675,000 or more
population between 1989 and 2001 [12]. In 2001, 1.0 in 2001. These individuals represented about 3.5
percent of the U.S. adult population was approxi- percent of the total U.S. adult population. Top
mately 2.1 millionindividuals. These individuals wealth holders had a combined net worth of $13.8
owned approximately 22.3 percent of total U.S. trillion, or 32.7 percent of total U.S. net worth.
individual wealth, a 1.0 percent decrease since 1998 Almost 4.0 million, or 53.7 percent, of these wealthy
but virtually identical to the shares of wealth held in individuals were male, and 3.4 million were female.
1995 and 1992. A similar pattern was evident in the Although the median net worth of male and female
share of wealth held by the nearly 1.1 million indi- top wealth holders was similar, men had a signifi-
viduals who made up the top 0.5 percent of the U.S. cantly higher average net worth, reflecting the impact
adult population in 2001. They held about 17.9 of a relatively few very wealthy men at the top end
percent of the Nation’s net worth in 2001, down of the wealth distribution.

slightly from 18.1 percent in 1998 and just above the The age, gender, and relative wealth of top
shares held in 1995 and 1992. The slight interperiod wealth holders impacted the composition of their
variations shown in Figure O are well within the portfolios. Women’s portfolios contained a greater
sampling error of these estimates. Overall, these proportion of real estate and stock in public corpora-
results suggest that the share of wealth held by the tions than those of men. Conversely, men’s portfo-

131



132

Personal Wealth, 2001

Percentage of Total U.S. Net Worth Held by the Top 1 Percent and 0.5 Percent of the U.S.
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lios were made up of proportionately more closely
held stock, business assets, and retirement assets.
The value of the personal residence made up smaller
percentages in the portfolios of older top wealth
holders than in portfolios held by younger individuals
in the same wealth classes. Men in each wealth and
age class had a higher ratio of debts to total assets
than their female counterparts.

There was a significant increase in the number of
U.S. citizens with net worth of $1.0 million or more
between 1998 and 2001. While the number of mil-
lionaires in each wealth class grew more rapidly than
the overall U.S. population during this period, the
growth rate in the number of millionaires with net
worth of less than $5 million was slower than the rate
for millionaires with net worth of $5 million or more.

In 2001, California remained the State with the
largest number of millionaires, while Connecticut was
the State with the greatest per capita concentration
of millionaires. Estimates of the amount of wealth
held by the top 1.0 percent and 0.5 percent of the
U.S. population suggest that the percentage of overall
U.S. wealth held by these groups has not changed
significantly between 1989 and 2001.

Data Sources and Limitations

Statistics of Income collects data from an annual
sample of Federal estate tax returns that are used
primarily for policy and budget purposes. The sample
follows a 3-year cycle that is designed mainly to
accommodate year-of-death estimates, with each
study concentrating on decedents who died in the
first year, the focus year, of the 3-year cycle. The
annual samples are also adequate for producing
filing-year estimates. Year-of-death estimates are
desirable, because filing extensions and other filing
delays mean that returns filed in any given calendar
year may represent decedents who died in many
different years. Thus, estate tax return data for a
single filing year may reflect different economic and
tax law conditions. By concentrating on a single year
of death, these limitations can be overcome, making it
possible to study the data in the context of a single
time period.

Returns are selected using a stratified random
sample with three stratifying variables. The stratify-
ing variables are: year of death (focus year versus
nonfocus years), total gross estate plus certain ad-
justed taxable gifts made during a decedent’s lifetime,
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and age at death. The gross estate plus gifts vari-
able is divided into five categories: $675,000 under
$1 million, $1 millionunder $2.5 million, $2.5 million
under $5 million, $5 million under $10 million, and $10
million or more. Age at death is also divided into five
categories: under 40, 40 under 50, 50 under 65, 65
under 75, and 75 and older. Sample rates vary from
3 percent to 100 percent, with over half the strata
selected with certainty, i.e., at the 100-percent rate.

SOI has combined Federal estate tax returns
filed in 2001, 2002, and 2003 to produce the estimates
of wealth for 2001 presented here. One of the
strengths of estimates derived from SOI samples of
estate tax returns is the large sample on which the
estimates are based. The 2001 sample includes more
than 25,800 returns [14].

While the sample size and richness of available
data make the estimation techniques used in this
study attractive, there are limitations to be noted.
First, and most important, estate tax returns provide a
presumably random sample, stratified by age, not of
the total population, but of living persons with gross
assets at or above the estate tax filing threshold.
Sample rates are approximated by appropriate mor-
tality rates; however, determining appropriate mortal-
ity rates for use in calculating sample weights is by
no means a straightforward exercise. The Appendix
to this article discusses the estate multiplier technique
and recent innovations in calculating sample weights
for SOI’s personal wealth estimates.

Second, while estate tax returns are generally
prepared by professionals and are, therefore, likely to
be more accurate in detail than survey responses, the
values reported are used to compute tax liability so
that there is a natural tendency for the values to be
somewhat conservative. This is especially true for
hard-to-value assets, such as businesses and certain
types of real estate. It should also be noted that the
estate tax data used for these estimates are preaudit
figures. A Statistics of Income (SOI) study, based
on the results of IRS audits of estate tax returns filed
in 1992, estimated that detected undervaluation of
assets was about 1.2 percent of total asset holdings
[15]. Inaddition, it is common to claim substantial
discounts when valuing ownership interests of less
than 50 percent in small companies, partnerships, and
other, nonliquid assets. Increasingly, estate planning
techniques are used to fracture ownership interests in

a variety of business and financial assets to take
advantage of these discounts.

Third, while estate tax returns report assets that
are owned outright, total wealth might ideally include
wealth to which a person has an income interest but
not necessarily actual title. Examples of the latter
include defined-benefit pension plans and Social
Security benefits.

Finally, the wealth of some individuals near death
may differ somewhat from that of the general popu-
lation in the same age cohort. For some, portfolios
may have been altered or simplified to ensure the
uninterrupted continuation of an ongoing business or
to simplify the task of executing the estate. For
others, wealth will have been reduced through ex-
penses related to a final illness. In many cases,
effective estate planning may also have reduced the
value of the estate reportable for tax purposes.

Appendix: The Estate Multiplier Technique
The estate multiplier technique assumes that estate
tax returns, taken as a whole, represent a random
sample of the living wealthy population and thus
provide a means of producing reasonable estimates
of personal wealth [16]. Estimates of the wealth
holdings of the living population are derived by
applying amultiplier, based on appropriate mortality
rates, to this sample. The multiplier is equivalent to a
sampling weight where the probabilities of selection
include the probability of being a decedent and also
that of being included in the Statistics of Income
sample of estate tax returns. Mathematically, this is
represented as:

MULT=1/(p * r ) where

p = probability of selection to the estate tax

sample, and

r = mortality rate appropriate to wealthy

individuals.
Some smoothing of the multipliers was employed to
constrain both tails of the net worth distribution.

The more difficult computation is determining the
probability of being a decedent. Mortality rates for
the general population, by age and sex, are available
from the National Center for Health Statistics. How-
ever, there is much evidence that the wealthy have
mortality rates significantly lower than those of the
entire population. Research has demonstrated that
“individuals who are economically or socially better
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off also live longer, on average, and are healthier”
[17]. Factors such as access to better health ser-
vices, better diet and nutrition, and fewer work-
related risks seem to contribute to this phenomenon.
If mortality and wealth are inversely related, then
mortality rates unadjusted for wealth level will be too
low and, thus, undervalue wealth. Therefore, it is
important to determine a mortality rate appropriate to
the wealthy decedents in the estate tax return sample.

There have been a considerable number of
attempts to quantify differences between the mortal-
ity of the general population and that of the very
wealthy, looking at factors such as education, income,
and occupation. In years past, SOI calculated mor-
tality rates for its Personal Weath estimates by ad-
justing mortality rates for the entire population using
mortality differentials derived using the National
Longitudinal Mortality Study (NLMS) sponsored by
the National Institutes of Health. However, the most
recent publicly available microdata from the NLMS
are from 1995. In order to incorporate mortality
information that was more contemporary with the
SOI data, the 2001 estate multipliers were calculated
using mortality rates for holders of large dollar value
annuity policies obtained from the Society of Actuar-
ies (SOA). This data source has several advantages
beyond being more recently updated. First, annual
annuitant mortality rates are available. Second, use
of this source is consistent with other recent aca-
demic research within and outside the IRS.

For consistency, estimates for 1998 used in this
article were recalculated using the annuitant mortality
rates. Therefore, they differ somewhat from 1998
estimates previously published by SOI. The most
significant difference between the two weighting
methodologies is that, relative to employing the annu-
itant mortality data, using the NLMS data tended to
slightly underestimate the proportion of wealthy
women in the top wealth holder population.

Notes and References

[1] Estimates of the equity value of life insurance
included in total assets were approximated,
based on the face value reported on Federal
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fair market value under certain circumstances.
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While the size of the underlying sample of estate
tax returns makes estimates of wealth derived
using the estate multiplier technique fairly robust,
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[10]

[11]

[12]
[13]

estimates of wealth by State can be subject to
significant year-to-year fluctuations. This is
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of the net worth distribution and for States with
relatively small decedent populations.

Statistics on U.S. population, by State, for 2001
were obtained from the U.S. Bureau of the
Census, “Population by State,” published online
at: http://www.census.gov/popest/states.

Estimates for 1998 have been converted to
constant 2001 dollars for consistency, using the
GDP chain-type price index. See the Federal
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http://research.stlouisfed.org/fred2.

Data on business cycle expansions and contrac-
tions were obtained from the National Bureau
of Economic Research (NBER). See http://
www.nber.org/cycles/cyclesmain.html.

Change in housing prices was calculated using
the Office of Federal Housing Enterprise
Oversight (OFHEO) House Price Index. See
http://www.otheo.gov.

Data on returns of the S&P 500 index were
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from the Federal Reserve Board’s Survey of
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Although the overall sample of estate tax
returns is large, the number of decedents who
were young (less than 40) or extremely wealthy
(gross assets of $5 million or more) in any given
year varies considerably and is small in com-
parison to their number in the living population.
Because of this, the resulting estimates of
wealth for these two categories of living
individuals would be subject to significant
fluctuations from period to period. To reduce
this variance, the sample is “smoothed” by
including all returns for young or wealthy
decedents filed during the 3-year sample period
without regard to their years of death. These
segments of the sample are then poststratified
and reweighted to represent the true decedent
population for the year of interest. This tech-
nique reduces the effect of outliers on estimates
of personal wealth.
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Table 1.--Personal Wealth, 2001: Top Wealth Holders with Gross Assets of $675,000 or More, Type of
Property by Size of Net Worth

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

Total assets Debts and mortgages Net worth Personal residence
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(@) (2) (3) (4) (5) (6) 7 (8)
Total 7,357 15,181,904 5,683 1,348,314 7,357 13,833,590 5,486 1,790,585
Size of net worth:
Negative net worth "..........cccoceniinnne 32 34,901 32 59,218 32 -24,318 20 6,897
$1 under $600,000 1,509 980,726 1,343 299,959 1,509 680,767 1,182 282,507
$600,000 under $1,000,000 2,307 2,080,347 1,657 178,962 2,307 1,901,385 1,654 411,849
$1,000,000 under $2,500,000.... 2,569 4,127,949 1,896 290,366 2,569 3,837,583 1,904 585,453
$2,500,000 under $5,000,000 574 2,106,827 451 145,890 574 1,960,937 438 211,564
$5,000,000 under $10,000,000........] 243 1,771,700 196 104,753 243 1,666,947 187 143,179
$10,000,000 under $20,000,000......] 77 1,128,101 66 74,128 77 1,053,973 62 74,680
$20,000,000 or more........................ 46 2,951,352 42 195,037 46 2,756,315 39 74,457
Other real estate Closely held stock Publicly traded stock State and local government
Size of net worth bonds
Number Amount Number Amount Number Amount Number Amount
9) (10) an (12) (13) (14) (15) (16)
Total 3,453 1,483,808 1,179 1,228,657 5,475 3,492,512 2,073 877,867
Size of net worth:
Negative net worth ... 15 4,116 8 2,209 16 8,058 1 155
$1 under $600,000. 621 140,049 182 29,826 900 68,119 99 4,623
$600,000 under $1,000,000 970 221,197 217 49,671 1,700 333,887 586 65,654
$1,000,000 under $2,500,000.... 1,267 451,974 448 203,715 2,042 814,725 925 191,683
$2,500,000 under $5,000,000..........] 339 259,276 166 165,506 486 487,587 257 133,125
$5,000,000 under $10,000,000........] 150 175,206 93 173,792 216 450,143 133 165,256
$10,000,000 under $20,000,000......] 56 96,322 39 154,327 71 300,377 46 99,247
$20,000,000 or more........................ 34 135,669 27 449,612 43 1,029,616 27 218,124
Federal savings bonds Other Federal bonds Corporate and foreign bonds Bond funds
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(17) (18) (19) (20) (21) (22) (23) (24)
Total 867 34,918 1,068 237,996 1,155 123,750 377 28,251
Size of net worth:
Negative net worth ... 2 1 - - 2 515 - -
$1 under $600,000. 189 1,425 65 2,992 91 2,944 32 714
$600,000 under $1,000,000 312 11,985 349 28,393 386 20,311 138 6,589
$1,000,000 under $2,500,000.... 287 17,810 466 60,430 469 40,260 153 11,924
$2,500,000 under $5,000,000..........] 53 2,566 109 28,846 120 20,599 35 3,782
$5,000,000 under $10,000,000........] 17 663 49 21,077 50 11,775 12 2,358
$10,000,000 under $20,000,000......] 5 214 16 18,637 21 7,609 4 844
$20,000,000 Or MOre.......cveeeeeennen 2 254 14 77,621 15 19,737 3 2,041

Footnotes at end of table.
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Table 1.--Personal Wealth, 2001: Top Wealth Holders with Gross Assets of $675,000 or More, Type of

Property by Size of Net Worth--Continued

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

Diversified mutual funds 2
Size of net worth

Cash

Cash management accounts

Mortgages and notes

Number Amount Number Amount Number Amount Number Amount
(25) (26) (27) (28) (29) (30) (31) (32)
Total 1,616 141,541 6,936 836,805 4,656 583,257 1,455 379,574
Size of net worth:
Negative net worth ... 3 12 24 1,698 10 844 4 783
$1 under $600,000 236 7,597 1,426 52,750 684 19,482 201 18,876
$600,000 under $1,000,000.............] 544 25,201 2,172 185,816 1,457 87,089 384 47,220
$1,000,000 under $2,500,000.... 586 38,836 2,418 278,841 1,772 170,679 558 106,889
$2,500,000 under $5,000,000..........] 144 22,725 548 108,247 432 86,697 169 52,727
$5,000,000 under $10,000,000........] 66 8,833 229 67,677 194 79,643 80 60,807
$10,000,000 under $20,000,000 23 5,366 74 46,625 66 49,364 35 31,962
$20,000,000 or more........................ 15 32,973 45 95,150 40 89,459 25 60,310
Cash value life insurance Noncorporate business assets Farm assets Limited partnerships
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(33) (34) (35) (36) (37) (38) (39) (40)
Total 4,936 257,998 1,052 646,274 726 356,921 747 408,577
Size of net worth:
Negative net worth "......................... 30 3,086 6 1,837 4 1,964 1 7
$1 under $600,000 1,354 76,095 189 20,768 86 25,522 56 2,428
$600,000 under $1,000,000.... 1,472 53,199 205 33,456 211 65,491 148 10,696
$1,000,000 under $2,500,000.... 1,547 76,310 368 99,258 304 128,713 300 43,421
$2,500,000 under $5,000,000..........] 324 24,754 135 84,715 69 45,387 117 38,668
$5,000,000 under $10,000,000........] 139 14,170 86 84,869 33 34,624 66 55,530
$10,000,000 under $20,000,000......] 42 4,925 34 87,094 10 15,628 32 40,503
$20,000,000 or more........................ 27 5,459 28 234,278 9 39,592 26 217,325
Retirement assets * Art Other assets
Size of net worth
Number Amount Number Amount Number Amount
(41) (42) (43) (44) (45) (46)
Total 5,541 1,802,138 235 60,915 6,549 409,565
Size of net worth:
Negative net Worth ... 13 931 1 32 26 1,754
$1 under $600,000 1,204 184,939 25 329 1,366 38,743
$600,000 under $1,000,000.... 1,729 358,632 35 886 2,002 63,127
$1,000,000 under $2,500,000.... 1,915 697,096 81 3,483 2,288 106,453
$2,500,000 under $5,000,000.... 414 273,472 39 7,176 524 49,412
$5,000,000 under $10,000,000 178 160,929 24 3,553 225 57,617
$10,000,000 under $20,000,000... 55 66,207 15 4772 74 23,400
$20,000,000 OF MOTE..cuiuii ittt 33 59,934 15 40,683 45 69,059

" Includes individuals with zero net worth.

2 Mutual funds with a single investment objective are grouped with similar direct investments in this table.

3 Includes individual retirement accounts, annuities, and self-employed retirement or Keogh plans.
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Table 2.--Personal Wealth, 2001: Male Top Wealth Holders with Gross Assets of $675,000 or More, Type
of Property by Size of Net Worth

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

. Total assets Debts and mortgages Net worth Personal residence
Size of net worth
Number Amount Number Amount Number Amount Number Amount
) 2 (©)] 4 ®) ®) @ ®)
Total 3,953 8,890,276 3,050 890,738 3,953 7,999,538 2,893 887,979
Size of net worth:
Negative net worth *...........ccccoeie 26 32,272 26 56,118 26 -23,846 17 5,907
$1 under $600,000 919 562,062 815 178,495 919 383,567 715 158,339
$600,000 under $1,000,000. 1,083 984,350 758 93,780 1,083 890,570 746 162,180
$1,000,000 under $2,500,000............. 1,363 2,243,244 993 189,812 1,363 2,053,432 989 284,976
$2,500,000 under $5,000,000 333 1,222,038 268 92,767 333 1,129,271 251 110,947
$5,000,000 under $10,000,000... 155 1,148,462 125 84,312 155 1,064,150 118 83,846
$10,000,000 under $20,000,000. 42 624,240 36 43,765 42 580,475 32 30,216
$20,000,000 or more.. 31 2,073,608 28 151,689 31 1,921,920 26 51,568
Other real estate Closely held stock Publicly traded stock State and local government
Size of net worth bonds
Number Amount Number Amount Number Amount Number Amount
9) (10) a1 (12) (13) (14) (15) (16)
Total 1,895 848,748 822 883,579 2,822 1,946,329 947 451,288
Size of net worth:
Negative net worth '...........ccocoeie 10 3,400 8 2,209 14 8,026 1 155
$1 under $600,000 344 74,712 139 23,875 517 38,808 49 2,334
$600,000 under $1,000,000. 501 114,128 142 35,262 759 141,310 243 25,164
$1,000,000 under $2,500,000. 683 247,600 305 145,384 1,046 385,646 405 80,165
$2,500,000 under $5,000,000. 202 143,503 114 121,794 281 253,438 135 59,062
$5,000,000 under $10,000,000... 100 115,265 72 150,390 137 269,144 73 87,486
$10,000,000 under $20,000,000. 31 50,809 23 77,985 39 159,053 23 52,029
$20,000,000 or more 23 99,331 19 326,681 30 690,904 18 144,893
. Federal savings bonds Other Federal bonds Corporate and foreign bonds Bond funds
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(17) (18) (19) (20) (21) (22) (23) (24)
Total 471 14,227 475 135,232 531 61,662 174 12,541
Size of net worth:
Negative net worth *... 1 (2) - - 2 515 - -
$1 under $600,000.. 135 653 30 498 47 1,563 19 270
$600,000 under $1,000,000.... 138 4,788 152 12,022 139 5,912 56 2,241
$1,000,000 under $2,500,000. 153 6,351 189 25,036 227 17,669 70 4,947
$2,500,000 under $5,000,000............. 31 1,741 59 14,818 64 8,117 18 2,014
$5,000,000 under $10,000,000........... 9 360 27 12,554 31 6,325 8 1,877
$10,000,000 under $20,000,000......... 3 128 8 11,457 10 4,272 1 319
$20,000,000 OF MOTE.....ovuemererereerinnens 2 206 9 58,848 11 17,288 3 873

Footnotes at end of table.
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Table 2.--Personal Wealth, 2001: Male Top Wealth Holders with Gross Assets of $675,000 or More, Type

of Property by Size of Net Worth--Continued

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

. Diversified mutual funds * Cash Cash management accounts Mortgages and notes
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(25) (26) (27) (28) (29) (30) (31) (32)
Total 796 78,572 3,744 485,476 2,337 320,619 842 215,185
Size of net worth:
Negative net worth '...........ccccoee ] 3 12 21 1,670 10 843 4 783
$1 under $600,000 147 4,385 875 32,038 368 8,551 120 9,795
$600,000 under $1,000,000.... 199 10,152 1,020 79,495 620 36,773 209 19,629
$1,000,000 under $2,500,000.... 298 18,898 1,286 146,168 912 77,647 317 60,888
$2,500,000 under $5,000,000. 83 7,752 321 69,611 243 48,475 100 31,307
$5,000,000 under $10,000,000.. 44 5,693 150 49,352 122 50,212 56 35,377
$10,000,000 under $20,000,000 13 2,417 41 30,554 36 29,452 19 16,859
$20,000,000 or more 10 29,261 30 76,588 27 68,665 17 40,546
Cash value life insurance Noncorporate business assets Farm assets Limited partnerships
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(33) (34) (35) (36) (37) (38) (39) (40)
Total 3,072 198,673 698 440,794 442 238,942 418 281,092
Size of net worth:
Negative net worth *... 24 2,787 5 1,813 3 1,549 1 7
$1 under $600,000.. 864 55,230 148 16,429 63 19,939 25 1,595
$600,000 under $1,000,000.... 786 35,977 128 20,334 130 41,324 82 6,288
$1,000,000 under $2,500,000.... 997 61,317 229 65,926 173 81,308 155 26,433
$2,500,000 under $5,000,000.... N 237 21,615 90 44,834 40 31,289 72 26,556
$5,000,000 under $10,000,000.........., 112 13,016 59 57,511 21 18,926 45 35,791
$10,000,000 under $20,000,000 30 4,352 19 54,237 6 10,590 18 22,873
$20,000,000 or more 23 4,380 21 179,711 6 34,016 19 161,549
. Retirement assets * Art Other assets
Size of net worth
Number Amount Number Amount Number Amount
(41) (42) (43) (44) (45) (46)
Total 3,091 1,147,780 110 21,083 3,516 220,478
Size of net worth:
Negative net worth *... 1 910 1 32 20 1,653
$1 under $600,000 728 88,220 10 132 830 24,695
$600,000 under $1,000,000.... 843 199,488 21 742 942 31,141
$1,000,000 under $2,500,000. 1,071 446,225 32 1,389 1,212 59,273
$2,500,000 under $5,000,000.... 258 193,665 21 5,770 300 25,730
$5,000,000 under $10,000,000.. 123 120,919 11 1,036 143 33,383
$10,000,000 under $20,000,000 33 52,954 6 2,269 39 11,414
$20,000,000 OF MOTE.....eeeeetee ettt ettt ee et aeeeeeeaie e aeaeaes 24 45,400 8 9,713 30 33,189

" Includes individuals with zero net worth.
2 Less than $500,000.

3 Mutual funds with a single investment objective are grouped with similar direct investments in this table.
* Includes individual retirement accounts, annuities, and self-employed retirement or Keogh plans.
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Table 3.--Personal Wealth, 2001: Female Top Wealth Holders with Gross Assets of $675,000 or More,
Type of Property by Size of Net Worth

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

. Total assets Debts and mortgages Net worth Personal residence
Size of net worth
Number Amount Number Amount Number Amount Number Amount
) 2 (©)] @) ®) ®) @ ®)
Total 3,404 6,291,628 2,633 457,576 3,404 5,834,052 2,592 902,607
Size of net worth:
Negative net worth *...........ccocoeie ] 6 2,628 6 3,100 6 472 3 990
$1 under $600,000 589 418,664 528 121,464 589 297,201 467 124,168
$600,000 under $1,000,000.. 1,224 1,095,997 899 85,182 1,224 1,010,815 908 249,669
$1,000,000 under $2,500,000............, 1,206 1,884,705 903 100,554 1,206 1,784,151 916 300,477
$2,500,000 under $5,000,000.. 240 884,789 183 53,123 240 831,666 186 100,617
$5,000,000 under $10,000,000 88 623,239 71 20,441 88 602,798 69 59,333
$10,000,000 under $20,000,000.. 35 503,862 30 30,363 35 473,498 30 44,464
$20,000,000 or more... 15 877,743 14 43,349 15 834,395 13 22,889
Other real estate Closely held stock Publicly traded stock State and local government
Size of net worth bonds
Number Amount Number Amount Number Amount Number Amount
9) (10) a1 (12) (13) (14) (15) (16)
Total 1,558 635,060 357 345,078 2,653 1,546,183 1,127 426,579
Size of net worth:
Negative net worth *..........cccceeine 5 716 - - 2 32 - -
$1 under $600,000 276 65,337 43 5,951 384 29,311 50 2,289
$600,000 under $1,000,000.. 469 107,069 74 14,409 940 192,577 343 40,490
$1,000,000 under $2,500,000.. 584 204,374 143 58,332 996 429,079 520 111,518
$2,500,000 under $5,000,000 137 115,773 52 43,712 205 234,149 122 74,063
$5,000,000 under $10,000,000 50 59,941 22 23,402 80 180,999 59 77,769
$10,000,000 under $20,000,000.. 25 45,513 16 76,342 32 141,324 23 47,218
$20,000,000 or more 12 36,338 8 122,931 14 338,713 10 73,231
. Federal savings bonds Other Federal bonds Corporate and foreign bonds Bond funds
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(17) (18) (19) (20) (21) (22) (23) (24)
Total 396 20,691 593 102,764 624 62,088 203 15,711
Size of net worth:
Negative net worth '.... 1 1 - - - - - -
$1 under $600,000... 54 772 34 2,493 44 1,381 13 444
$600,000 under $1,000,000 173 7,198 197 16,371 247 14,399 82 4,348
$1,000,000 under $2,500,000.. 135 11,459 278 35,394 242 22,591 84 6,977
$2,500,000 under $5,000,000............, 22 825 50 14,028 56 12,482 17 1,768
$5,000,000 under $10,000,000.... 8 303 21 8,524 19 5,449 4 481
$10,000,000 under $20,000,000........, 2 85 8 7,180 11 3,336 2 525
$20,000,000 OF MOTE.....ovuemereaereeennens 1 47 5 18,773 5 2,449 1 1,167

Footnotes at end of table.
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Table 3.--Personal Wealth, 2001: Female Top Wealth Holders with Gross Assets of $675,000 or More,
Type of Property by Size of Net Worth--Continued

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

. Diversified mutual funds 2 Cash Cash management accounts Mortgages and notes
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(25) (26) (27) (28) (29) (30) (31) (32)
Total 820 62,969 3,193 351,329 2,320 262,638 613 164,389
Size of net worth:
Negative networth '............ccccci - - 3 28 1 1 - -
$1 under $600,000 88 3,212 551 20,713 317 10,931 81 9,081
$600,000 under $1,000,000. 345 15,048 1,152 106,321 836 50,316 175 27,591
$1,000,000 under $2,500,000. 289 19,937 1,132 132,673 860 93,032 240 46,001
$2,500,000 under $5,000,000. 61 14,972 227 38,635 189 38,222 69 21,419
$5,000,000 under $10,000,000... 22 3,140 80 18,325 72 29,431 24 25,430
$10,000,000 under $20,000,000. 10 2,948 34 16,071 31 19,912 16 15,103
$20,000,000 or more 5 3,712 15 18,563 13 20,793 8 19,764
Cash value life insurance Noncorporate business assets Farm assets Limited partnerships
Size of net worth
Number Amount Number Amount Number Amount Number Amount
(33) (34) (35) (36) (37) (38) (39) (40)
Total 1,864 59,325 353 205,480 284 117,979 329 127,485
Size of net worth:
Negative net worth * 6 298 1 24 1 415 - -
$1 under $600,000.. 491 20,865 41 4,339 23 5,583 31 833
$600,000 under $1,000,000. 686 17,222 77 13,122 81 24,166 66 4,408
$1,000,000 under $2,500,000. 551 14,992 139 33,332 131 47,405 145 16,988
$2,500,000 under $5,000,000. 87 3,139 46 39,882 29 14,098 45 12,112
$5,000,000 under $10,000,000........... 27 1,154 27 27,358 13 15,698 21 19,739
$10,000,000 under $20,000,000. 13 574 15 32,857 4 5,038 14 17,629
$20,000,000 or more 4 1,079 7 54,567 3 5,576 7 55,776
Retirement assets * Art Other assets
Size of net worth
Number Amount Number Amount Number Amount
(41) (42) (43) (44) (45) (46)
Total 2,450 654,358 125 39,832 3,033 189,086
Size of net worth:
Negative net worth * 2 21 - - 6 102
$1 under $600,000.. 476 96,719 15 197 536 14,048
$600,000 under $1,000,000.... 886 159,144 14 144 1,060 31,985
$1,000,000 under $2,500,000. 844 250,872 49 2,094 1,076 47,180
$2,500,000 under $5,000,000. 156 79,807 18 1,406 224 23,682
$5,000,000 under $10,000,000 55 40,009 13 2,518 82 24,234
$10,000,000 under $20,000,000.... 22 13,253 9 2,503 34 11,986
$20,000,000 OF MOTE.....eeeeeeee ettt eeenen 8 14,534 7 30,970 15 35,870

" Includes individuals with zero net worth.

2 Mutual funds with a single investment objective are grouped with similar direct investments in this table.
3 Includes individual retirement accounts, annuities, and self-employed retirement or Keogh plans.
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Table 4.--Personal Wealth 2001: Male Top Wealth Holders with Gross Assets of $675,000 or More, Type
of Property, by Age

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

Total assets Debts and mortgages Net worth Personal residence
Age
Number Amount Number Amount Number Amount Number Amount
() (2) () (4) )] (6) @) 8)
Total 3,953 8,890,276 3,050 890,738 3,954 7,999,538 2,893 887,979
Age
under 50.........cccoueeviiiiiicice 1,534 3,148,044 1,351 503,431 1,534 2,644,612 1,116 372,880
50 under B5..........ccooeeviiiiiiiien 1,183 2,760,038 921 262,419 1,183 2,497,619 933 270,514
65 under 75.. 643 1,573,360 406 86,704 643 1,486,656 460 132,473
75 under 85.. 438 997,017 268 30,496 438 966,522 300 86,412
85andolder............oooooiiinn 155 411,817 103 7,688 155 404,129 84 25,700
Investment real estate Closely held stock Other stocks State and local bonds
Age
Number Amount Number Amount Number Amount Number Amount
(9) (10) a1 (12) (13) (14) (15) (16)
Total 1,895 848,748 822 883,579 2,822 1,946,329 947 451,288
Age
under 50.........cooeeiiiiiiicie 619 259,990 356 337,051 1,040 680,832 208 146,040
50 under 65.........ccooeeiiiciiiiien 656 307,553 281 326,319 866 493,987 248 105,095
65 under 75........cccoooeeiiiiiiiiee 369 174,543 124 135,458 456 323,478 197 70,267
75 under 85 193 83,033 49 70,736 336 265,432 204 82,826
85 and older.... 58 23,628 12 14,015 124 182,600 90 47,060
Federal savings bonds Other Federal bonds Corporate and foreign bonds Bond funds
Age
Number Amount Number Amount Number Amount Number Amount
(17) (18) (19) (20) (21) (22) (23) (24)
Total 471 14,227 475 135,232 531 61,662 174 12,541
Age
under 50.........ccceeiiiiiiicice 156 1,299 121 47,445 124 16,566 50 5,299
50 under 65.. 148 3,271 123 32,854 143 17,769 48 2,795
65 under 75.. 81 3,855 93 17,730 119 12,282 31 1,638
75 under 85.........ccooeiiiiiiiiie 64 4,001 100 26,946 103 10,602 32 1,854
85andolder............cccocicininnnnn. 22 1,803 38 10,257 42 4,443 13 954

Footnotes at end of table.
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Table 4.--Personal Wealth 2001: Male Top Wealth Holders with Gross Assets of $675,000 or More, Type

of Property, by Age--Continued

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

Diversified mutual funds * Cash Cash management accounts Mortgages and notes
Age
Number Amount Number Amount Number Amount Number Amount
(25) (26) (27) (28) (29) (30) (31) (32)
Total 796 78,572 3,744 485,476 2,337 320,619 842 215,185
Age
Under 50........cocimiiiniciecie e 263 20,882 1,442 207,603 810 126,357 293 76,270
50 under 65... 254 37,469 1,122 112,242 729 90,132 249 61,180
65 under 75 136 9,981 611 71,585 392 50,910 170 47,084
75 under 85... 104 6,991 421 64,523 302 37,990 102 24,707
85 and older........cceceviciiciienn 39 3,249 148 29,523 104 15,231 28 5,944
A Cash value life insurance Noncorporate business assets Farm assets Limited partnerships
ge
Number Amount Number Amount Number Amount Number Amount
(33) (34) (35) (36) (37) (38) (39) (40)
Total 3,072 198,673 698 440,794 442 238,942 418 281,092
Age
Under 50 1,231 80,707 323 187,323 117 78,402 137 114,664
50 under 65 967 79,503 207 125,140 149 73,041 126 74,810
B5 under 75.....cccooviieniiieciiens 476 24,099 105 76,004 89 45,112 82 64,909
75 under 85........ccovviiiniciieciien 305 11,309 50 42,406 66 33,309 58 21,399
85 and older.......coccceeiciicriien 92 3,054 14 9,921 21 9,077 15 5,311
Retirement assets 2 Art Other assets
Age
Number Amount Number 