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MILLIONAIRES SURTAX BACKGROUNDER

10% surtax on incomes over $2 million could raise $635 billion over 10 years

The United States is one of the most economically unequal nations in the developed world,
with income and wealth gaps not seen here in almost 100 years.! Most of the income and
wealth gains of the last decade have gone to the richest 0.1%—households with annual
incomes of $2.4 million and wealth of at least $32 million.2

The richest 0.1% now own more than the bottom 80%.3 The richest 1% own far more than the
bottom 90%.*

The tax code contributes to this inequality by favoring income from wealth over income from
wages and salaries. The richest 0.1% receives two thirds of their income from investments—
they get their money mostly from Wall Street.> Working families depend on wages—they earn
their living on Main Street. But our rigged system taxes most investment income from wealth at
a top rate of 20%, whereas the income from work is taxed at a top rate of 37%.

We need a new direction to create a society and an economy that works for all of us, not just
those at the top. That means the wealthiest Americans must pay their fair share of taxes so we
can better protect Social Security, Medicare and Medicaid, and invest in education, affordable
childcare, decent housing, infrastructure, clean renewable energy and more.

THE MILLIONAIRES SURTAX

Major progressive tax reforms are needed to ensure that the richest Americans pay their fair
share. Sen. Chris Van Hollen (MD) and Rep. Don Beyer (VA) have introduced identical bills
that provide an excellent start: the Millionaires Surtax (S. 2809 / H.R. 5043). This legislation,
which is likely to garner broad support among lawmakers, places a Millionaires Surtax on a
taxpayer’s income above $2 million—near the income threshold for the richest 0.2%. In other
words, 99.8% of taxpayers would not pay the surtax. This would raise $635 billion over 10 years
per a Tax Policy Center estimate.

Here’s how the Millionaires Surtax would work:

e A 10-percentage-point surtax would be applied on all income above $2 million for married
couples filing jointly and $1 million for single filers. (It would apply to a taxpayer’s modified
Adjusted Gross Income (AGI).?) The surtax would be assessed on all income: wages and
salaries and investment income, such as from stock dividends and stock sales.
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The surtax would raise the top tax rate on wages and salaries from 37% to 47% (plus the
3.8% in Medicare taxes on the highest earners).

The top capital gains tax rate would rise from 20% to 30% (plus a 3.8% surcharge on net
investment income of the highest earners—married taxpayers filing jointly with
modified AGI above $250,000 a year and singles above $200,0007).

The surtax will close the gap between the top tax rate on wages and salaries compared
with the top tax rate on investment income. Currently the 20% investment tax rate is a
little over half (54%) of the 37% top tax rate on wages and salaries. That increases to
nearly two-thirds (64%) with the surtax.

The surtax would not be indexed for inflation.

The surtax will raise $635 billion over 10 years, per the Tax Policy Center.?

In 2020, it will raise about $23 billion and grow to $87 billion by 2029. The lower
revenue in the early years assumes that taxpayers will sell investments ahead of the tax
taking effect and reduce capital gains realizations for the first few years after the tax is
in effect, but then revert to more normal behavior later.

In 2020, about 0.2% of tax units will be affected—that is, fewer than 2 out of every
1,000 tax units, or 329,000 tax filers. In other words, 99.8% of tax units will not pay the
surtax.

In 2029, slightly over 0.3% of tax units will be affected—just over 3 out of every 1,000
tax units, or about 513,000 taxpayers. So, 99.7% of taxpayers will still not pay the surtax
in 2029.

REVENUE ($ Billions) DISTRIBUTION
2020 2029
10- % of 2020 % of 2029
Year Tax # of Tax # of

Total | 2020 | 2022 | 2029 Units | Taxpayers | Units | Taxpayers

$2 Million AGI
married couples

filing jointly ($1M $633.9 | $22.8 | $54.4 | $87.4 0.2% 329,000 0.3% 513,000

AGI individuals)

Source: Tax Policy Center, Sept. 23, 2019

ADVANTAGES OF A MILLIONAIRES SURTAX

The Millionaires Surtax RAISES substantial revenue needed to help narrow the income
and wealth gaps. The $635 billion it raises could help make healthcare and housing more
affordable, improve early childhood education and reduce the cost of higher education,
rebuild infrastructure and meet other neglected needs. These public investments would
help boost the income and wealth of typical households.
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The Millionaires Surtax is SIMPLE. It is easy to implement, enforce and explain to the
public. That’s because it is simply added onto the existing structure of tax rates in the
current system—it does not require a major overhaul of the existing tax system or the
creation of a major new tax.

The Millionaires Surtax is primarily FOCUSED on the richest 0.2%. These are taxpayers
making more than $2 million a year for married couples and $1 million a year for an
individual.

The Millionaires Surtax applies EQUALLY to income from wealth and income from work.
All forms of income above $2 million (S1 million per individual) would be taxed —sky-high
CEO salaries as well as gains and dividends from Wall Street investments.

The Millionaires Surtax is DIFFICULT TO AVOID. The very wealthy will be less able to game
the system since the surtax applies equally to all forms of income.

The Millionaires Surtax enjoys BROAD PUBLIC SUPPORT. According to a recent poll by Hart
Research Associates, almost three in four voters (73%) support a Millionaires Surtax. The
Millionaires Surtax has great appeal to key swing groups like independents (76% support)
and moderates (76% support). Even a majority of Trump voters (57%) and Republicans
(53%) favor the policy, despite its being identified explicitly as a Democratic proposal.’

Congress has HISTORY WITH SURTAX LEGISLATION.

e In 2009, the House of Representatives voted to include a 5.4% surtax on AGl above $1
million for joint filers (but $500,000 for individuals) as a financing mechanism in the
Affordable Care Act (ACA).% It would have raised $460 billion.** The surtax was later
replaced in the ACA by the 3.8% Net Investment Income Tax, which is applied to
investment income of a married couple filing jointly with $250,000 in income and a
single with income above $200,000.

e In 2011, the Senate proposed a 5.6% surtax above $1 million (but $500,000 for married
couples filing individually) as part of a stimulus bill that would have temporarily cut
payroll taxes, modernized schools, improved infrastructure, assisted the unemployed,
put hundreds of thousands back to work and eased the pain of millions still reeling from
the Great Recession.'? This surtax would have raised $450 billion.*3

In short, the Millionaires Surtax is an idea whose time has come.
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