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The three tax bills that cleared the House Ways and Means Committee in June are
reportedly stalled due to some House Republicans’ demands that the package include
provisions weakening the $10,000 cap on deductions for state and local taxes (SALT).
Modifying the House tax package in this way would make it much more expensive while
benefiting the richest fifth of taxpayers almost exclusively.

The Republican House majority is unlikely to fully repeal the $10,000 cap on SALT
deductions given that it was enacted as part of the Trump tax law in 2017 without a
single Democratic vote. But many lawmakers from both parties hope to weaken the
SALT cap in some way.

One proposal would allow married joint filers to deduct twice as much SALT ($20,000),
under the logic that this would eliminate a marriage penalty in the existing cap,
which does not vary by filing status. Another would increase the cap to $100,000 for all
taxpayers.

Amending the House tax package in either way would increase the total amount of
tax cuts going to the richest fifth of taxpayers in 2024 while having virtually no effect on
any other income group.
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https://www.congress.gov/bill/118th-congress/house-bill/339?s=1&r=17
https://www.congress.gov/bill/118th-congress/house-bill/680
https://www.congress.gov/bill/118th-congress/house-bill/680

GIILED Total Tax Changes in 2024: GOP Tax Package as
Passed Out of Committee vs. Potential Amended
Versions to Adjust Cap on SALT Deductions
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It would also substantially increase the average tax cut received by the richest
taxpayers in 2024 but would have little or no effect on low- and middle-income taxpayers.

For example, the committee-passed package would provide the richest 1 percent of
Americans with an average tax cut of more than $16,500 in 2024. That would be nearly
doubled to more than $32,500 if an increase to the SALT cap from $10,000 to $100,000 is
included.
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Adjusting the SALT cap could add substantially to the cost of the tax cuts in the
legislative package. The significant tax cuts in the bills passed out of committee would
cost $118.5 billion in 2024 alone, as illustrated in Figure 3.

If the package included a SALT cap increase to $20,000 for married joint filers, the cost
in 2024 would rise to $132.4 billion. If it included a SALT cap increase to $100,000 for all
taxpayers, that cost would rise to $186.3 billion.

More About the House Tax Package

The estimates shown here for the tax package as approved by the Ways and Means
Committee are from ITEP’s June analysis of that legislation. The new information
presented here demonstrates how the two best-known proposals to modify the cap on
SALT deductions would change the legislation’s overall impacts if they were added to the
package.

As our June analysis explained, ITEP focuses on the tax cuts and does not address
who ultimately pays for the revenue-raising provisions (which would repeal clean energy
tax credits) because their costs would ultimately fall on everyone in the form of higher
energy costs and greater climate damage.

While the legislation includes many relatively arcane tax cuts, ITEP focuses on the
handful that make up most of the revenue impact. For example, the four business tax
cuts included in this analysis account for 95 percent of the cost of business tax breaks in
the legislation.

ITEP calculated that in 2024, about $23.8 billion of the tax breaks would ultimately flow
to foreign investors in American corporations. This is because the portion of tax breaks
going to corporations would benefit their shareholders, who would receive greater
income (in the form of stock dividends, stock buybacks, or increased capital gains on
stock sales). A large portion of these shareholders are foreign investors.

Potential amendments to adjust the SALT cap, which are the focus of this analysis,
would not affect corporate taxes, which is why the $23.8 billion tax cut for foreign
investors is the same in each scenario.

See Figure 3 below for more detail.
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GIEILEEEY More Detail: GOP Tax Package as Passed Out of Committee vs.
Potential Amended Versions to Adjust Cap on SALT Deductions

Groups Impacted by Tax Change As Passed Out of Ways and Means Committee Amended to Increase SALT Cap to $20k for Married

TOTAL Tax
Change

-$118,483,600

-$132,421,400

* Bonus Standard Deduction would be $4,000 for married joint filers, $3,000 for heads of households, and $2,000 for others. Estimate for

the Bonus Standard Deduction is generated with the ITEP microsimulation model.

** The largest four business tax breaks in terms of revenue impact, which included in this estimate, are (followed by revenue impact in 2024):
research expensing (-36.0B), looser limits on interest deduction (-4.0B), bonus depreciation extension (-28.3B), and expanded small business
expensing (-4.6B).

The revenue estimates for these provisions are taken from the Joint Committee on Taxation (JCX-29-23 and JCX-27-23). The distributional
estimates are generated with the ITEP microsimulation model.
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-$186,289,000

Income Income Tax Change Average Tax Tax Change Share of Tax Tax Change Average Tax Tax Change Share of Tax Tax Changes Average Tax Tax Change Share of Tax
Group U.S. Average 9 9 as % of Change U.S. 9 9 as % of Change U.S. 9 9 as % of Change U.S.
Range 1000s Change 1000s Change 1000s Change
Taxpayers Income Taxpayers Income Taxpayers Income Taxpayers
Bottom 20% 525500'00 $13,800 -$1,369,100 -$40 -0.3% 1% -$1,369,100 -$40 -0.3% 1% -$1,368,300 -$40 -0.3% 1%
Second 20% 5525%080000' $37,600 -$6,536,200 -$190 -0.5% 7% -$6,538,500 -$190 -0.5% 6% -$6,549,900 -$190 -0.5% 4%
Third 20% 555806'800000' $67100 -$11,668,400 -$340 -0.5% 12% -§11,720,900 -$340 -0.5% 1% -$11,932,800 -$350 -0.5% 7%
Fourth 20% 55?2;9070000' $112,600 -$14,260,400 -$420 -0.4% 15% -$14,549,900 -$420 -0.4% 13% -$15,839,800 -$460 -0.4% 10%
Next 15% 5;363;%%' $195,100 -§21,594,500 -$840 -0.4% 23% -$25,359,600 -§990 -0.5% 23% -$33,230,000 -$1,290 -07% 20%
Next 4% 35’7072360000' $452,500 -$10,820,600 -$1,580 -0.3% 1% -$17,170,300 -$2,510 -0.6% 16% -$37,804,900 -$5,520 1.2% 23%
Top 1% ::Z‘;fgg $2,503,600 | -$28,380,100 -$16,560 -07% 30% -$31,858,800 -$18,590 -07% 29% -$55,709,100 -$32,510 1.3% 34%
Eg‘;fezs' $116,500 -$94,718,900 -$550 -0.5% 100% -$108,656,700 -$630 -0.5% 100% -$162,524,300 -$940 -0.8% 100%
IF:J:;%;S -$23,764,700 $0 0.0% 0% -$23,764,700 $0 0.0% 0% -$23,764,700 $0 0.0% 0%
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More About the Cap on Deductions for

State and Local Taxes

The Tax Cuts and Jobs Act of 2017 placed a $10,000 cap on the amount of deductions
taxpayers can claim on their federal returns for state and local taxes (SALT) they paid
during the year. This provision was designed to force residents of higher-tax states (often
thought of as politically “blue” states) to partly pay for the tax cuts included in that law.
This is not a fair or sound way to make tax policy.

At the same time, eliminating or dramatically weakening this SALT cap would help
well-off Americans far more than anyone else. ITEP has suggested different ways that
lawmakers might approach this issue and has demonstrated that repealing the cap
altogether would provide the largest tax breaks to the richest Americans.

In recent years, several states have enacted policies that allow business owners
(typically among the richest state residents) to avoid the SALT cap. ITEP’'s modeling
takes these state “workaround” policies into account, as explained in the appendix to
ITEP’s recent report on the proposal to make all the temporary tax cuts in the 2017 law
permanent.

Download more detailed tables here for more information about the different parts
of the House tax package and how it would be affected by amendments to weaken the
SALT cap.
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https://itep.org/options-to-reduce-the-revenue-loss-from-adjusting-the-salt-cap/
https://itep.org/extending-temporary-provisions-of-the-2017-trump-tax-law-national-and-state-by-state-estimates/
https://sfo2.digitaloceanspaces.com/itep/data-on-variations-with-SALT-modifications-August-2023.xlsx

