Congress of the United States

JOINT COMMITTEE ON TAXATION
Washington, BE 205156453

0CT 13 2009

MEMORANDUM
TO: Mark Prater, Tony Coughlan, Nigk Wyatt, and Chris Conlin
FROM: Thomas A. Barthold %

SUBJECT: Effective Marginal Tax Rates

This is a response to your request of October 7, 2009, asking for information on effective
marginal tax rates resulting from the premium credits and the cost sharing subsidies of the
America’s Healthy Future Act of 2009,” as well the effective marginal tax rates from income and
payroll taxes. The attached table shows these effective marginal tax rates for calendar year 2013
at selected income levels assuming the present law baseline, plus the adoption of the provisions
of the “America’s Healthy Future Act of 2009.”

The table does not reflect the impact of the cost sharing subsidy. The cost sharing
subsidy drops precipitously at two points--at 150 percent of the Federal poverty line and at 200
percent of the Federal poverty line. These “cliffs” effectively represent infinite marginal tax
rates at the instant the cliff occurs, and a zero marginal tax rate elsewhere.

Attachment
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