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Key Findings

() More than one in four dollars of wealth in the U.S.

is held by a tiny fraction of households with net
worth over $30 million. Nationally, we estimate that
wealth over $30 million per household will reach
$26 trillion in 2022 with roughly one-fifth of that
amount ($4.5 trillion) held by billionaires.

) A nationwide tax of 2 percent on wealth over
$30 million could have raised nearly $415 billion
if it were in effect this year, while a similar tax
applying only to wealth in excess of $1 billion could
have raised $62 billion. This tax would affect just 1
in 400 households nationwide, or 0.25 percent of
the population. No state would see more than 0.5
percent of its population affected by such a tax.

) New York is home to the highest concentration of
extreme wealth in the nation. Of all wealth over $30
million per household found in the U.S., more than
1in 5 of those dollars can be found in New York.
This finding points to the outsized importance

of Wall Street as a source of extreme wealth in

the U.S. and to the economic clout of New York
City more broadly. (For more about the novel
methodology behind this finding, see Appendix E.)

() Other states with an outsized concentration of
extreme wealth achieve that distinction through
a variety of means, including industry mix and
the location decisions of a small number of
billionaires. Other states with above-average
shares of wealth in excess of $30 million are
Arkansas, California, Connecticut, Florida, Hawaii,
[llinois, Maryland, Massachusetts, Missouri,
Nebraska, Nevada, Washington State, Wyoming
and the District of Columbia.

() The Northeast is home to a higher concentration of

extreme wealth than any other region and would
therefore pay a significant share of a tax on wealth
over $30 million per household. The Midwest and
South would be least affected by such a tax as
these regions possess smaller amounts of extreme
wealth.

) A large share of extreme wealth is held in the form
of unrealized capital gains, meaning investment
income on which these families have yet to pay
tax (and may never pay tax under current law).
Nationally, among families with more than $30
million in wealth, an estimated 43 percent of that
wealth takes the form of unrealized gains.

) Lawmakers could consider taxing the existing

stock of unrealized capital gains either as part of a
transition to taxing such gains on an annual basis
or under a standalone, one-time tax. A one-time
tax on the current stock of unrealized capital gains
over $10 million per household could generate
between $529 billion and $3.9 trillion depending on
the parameters chosen for the tax.

() The federal government and states have no
shortage of options for taxing extreme wealth,
including net worth taxation, mark-to-market
taxation, ending stepped-up basis, raising rates
on realized capital gains and strengthening or
creating estate and inheritance taxes. Notably,
many options that the federal government might
pursue in taxing extreme wealth would also be
helpful to states seeking to diversify their own
revenue streams to include extreme wealth within
their tax bases.




Wealth Inequality is a
Growing National Problem

ITEP.org

Economic inequality in the U.S. is large, growing and highly unpopular.! Excessive
concentration of wealth runs counter to our national aspiration for genuine equality of
opportunity, and it saps the vitality of our democracy through the consolidation of power
and influence. Tax policy offers a powerful means of beginning to address our nation’'s
stark level of inequality, but current law is clearly falling short of its potential. Federal
and state tax codes include little in the way of direct taxes on the wealth holdings of
extremely affluent families and instead often favor sources of income that are derived
from wealth.

In recent years an increasing amount of attention has been paid to issues of economic
and wealth inequality, including analyses of national wealth inequality over time and by
race and ethnicity.? This report adds to that discussion by offering a look at geographic
distribution of extreme wealth in the U.S. It includes estimates of the amount of wealth
in excess of $30 million and $1 billion per household in each state as well as data on
unrealized capital gains in excess of $10 million per household.?

Nationally, 30 percent of wealth (totaling $39 trillion in 2022) is held by a relatively
small number of households with total wealth over $30 million.

G Share of Wealth in the U.S. Held by Households with
Net Worth in Excess of $30 Million

of this wealth would be
subject to a net worth tax
(i.e. increment of wealth over
$30M per household)

of this wealth would be
300/ exempt from a net worth tax
o 2 5% (1] (i.e. the first $30M of wealth
® held by these households)

Share of all Share of
households nationwide wealth

Source: ITEP Microsimulation Tax Model

Because most proposals to tax extreme wealth include an exemption level that
shelters most wealth from taxation, we also examine the fraction of wealth exceeding
$30 million per household. Exempting the first $30 million in wealth from taxation would
shelter roughly one-third of this group’s wealth from taxation entirely. The other two-
thirds of this group’s wealth, meaning the $30,000,001st dollar and above held by each
household, would be subject to taxation, representing a potential tax base of $26 trillion.
Roughly one-fifth of that ($4.5 trillion) is held by billionaires, with the remainder held by
multimillionaire households with a net worth greater than $30 million but less than $1
billion.
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A large share of extreme wealth is held in the form of unrealized capital gains. This is
a type of income that has yet to be recognized on any tax form and that, in many cases,
never will be recognized as taxable under current law because of the stepped-up basis
benefit (for more detail see page 9). As an example, an individual owning nothing but
one share of stock worth $100 that they originally purchased for just $30 would have a
net worth of $100 and an unrealized capital gain of $70.

Of the $39 trillion in total wealth held by families with net worth above $30 million,
almost $17 trillion of that—or 43 percent of the total—takes the form of unrealized capital
gains. (See Appendix C for a state-by-state breakdown.)

Extreme Wealth Reflects and
Perpetuates Racial Inequality

White, non-Hispanic families own 86 percent of the total wealth in the United States,
while Black, non-Hispanic families own just 3 percent, our analysis of data from the
SCF indicates. This is the result of historic and ongoing racism and discrimination—
including in our public policies—that advantaged white communities and systemically
marginalized Black, brown and Indigenous communities.®

Racial inequality is even more pronounced among the ultra-wealthy. Ninety-two
percent of the total wealth held by families with net worth over $30 million is owned by
white, non-Hispanic families. As stark as this number is, it may be an understatement
because the SCF does not include the top 400 wealthiest families. Information compiled
by Forbes reveals similar disparities at the extreme end of the wealth distribution, with
just nine Black billionaires on their list of more than 700 U.S. billionaires in total.®

Unrealized capital gains are similarly concentrated among white, non-Hispanic
families. We previously found that 89 percent of all unrealized gains above $2 million per
household are held by white families, despite this group accounting for just 65 percent of
U.S. families overall.” That analysis also shows that just 1 percent of such gains are held by
Black families and less than 1 percent are held by Hispanic families.

Shortcomings in our nation’s tax code contribute to this alarming level of inequality.
America has long taxed income from wealth more lightly than it taxes income from
work, which makes it easier for those with substantial assets to build even more wealth.
Measures to tax extreme wealth would directly counteract some of the racial inequality
we see today, while also helping to level the playing field so that it is not as tilted in favor
of the already-wealthy.

Extreme Wealth by State

ITEP.orq

Existing data on high-wealth individuals provide a useful overview of the national
distribution of extreme wealth. We merge those national wealth data with state-level
tax and economic data to reveal how that wealth is distributed across the country. (See
Appendix E for a more detailed discussion of the methodology underlying this report.)
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In estimating the amount of extreme wealth in each state, the number of high-
income households and amount of income they report are important variables. So too,
however, is their composition of income and their age.

California, for instance, is home to a very large number of high-income households,
but those households tend to be younger than average and their income profile skews
toward salaries and wages to a greater degree than is typical of high-income households
in other states—likely due to very highly-paid positions at major tech and entertainment
companies that cannot be found in most states.

Wyoming, on the other hand, has little in the way of highly-paid professional
opportunities and its high-income households derive the bulk of their income from their
wealth, in the form of capital gains and dividends produced by their investments. As a
result, while both these states have above-average concentrations of extreme wealth,
Wyoming has a more outsized concentration than California because the greater relative
importance of investment income flows in that state points to larger wealth holdings
among high-income families.

In all, fourteen states and the District of Columbia are home to an above-average
concentration of extreme wealth, meaning that their share of nationwide wealth over $30
million per household is greater than their share of the nation's population. This includes
a diverse set of states who are in this group for very different reasons.®

States with an Outsized Concentration of Extreme Wealth,
Measured Relative to their Share of Nationwide Population

Share of Nationwide Share of Nationwide

Wealth over $30M* Population
New York 21.3% 6.0% 3.56
Wyoming 0.6% 0.2% 3.31
Connecticut 3.0% 11% 2.78
District of Columbia 0.5% 0.2% 2.51
Washington 3.9% 2.3% 1.68
Nevada 1.6% 0.9% 1.65
Hawaii 0.7% 0.4% 1.59
Florida 10.1% 6.6% 1.54
Maryland 2.6% 1.9% 1.40
Arkansas 1.3% 0.9% 1.40
Massachusetts 2.9% 2.1% 1.40
Nebraska 0.8% 0.6% 1.39
Missouri 2.5% 1.9% 1.37
lllinois 4.4% 3.8% 114
California 11.9% 11.8% 1.01

*The first $30 million of each tax unit's net worth is excluded from this calculation as
it would not be subject to tax under most proposals to implement a net worth tax.

Source: 2022 wealth estimates from ITEP Microsimulation Tax Model and 2021
population estimates from U.S. Census Bureau.
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Connecticut, lllinois and New York, for example, likely find themselves on this list in
part through the fortunes generated by their financial industries. In New York's case, the
influence of Wall Street is particularly apparent. The tech industry, on the other hand, is
responsible for a larger share of California and Washington state'’s largest fortunes.

In many of these states, the location decisions of an exceedingly small number of
billionaires are a major contributing factor. This is most obvious in Nebraska (home to
Warren Buffet) and Arkansas (home to the Walton family, of Walmart fame), though
it is also a factor in Hawaii, Washington, Wyoming, California and Nevada. Nationwide,
billionaires hold 17.5 percent of net worth over $30 million. Across the seven states just
named, that share ranges from a low of 20 percent in Nevada to a high of 66 percent in
Hawaii.

Extreme wealth is highly concentrated geographically. Nearly a third of the $26 trillion
in total wealth exceeding $30 million per household is held by families living in just two
states: New York and California. Another 18 percent belongs to residents of Texas and
Florida. In total, this means that more than half of nationwide extreme wealth is held by
the residents of just four states. The top 10 states account for more than 7 in 10 dollars of
the nation’s extreme wealth. These states are home to less than half (46 percent) of the
U.S. population.

Share of Nationwide Extreme Wealth Found in Each State
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Note: This includes net worth in excess of $30 million per household
(excluding the first $30 million held by each household).

Source: ITEP Microsimulation Tax Model

There are also strong regional trends in the distribution of extreme wealth, with higher
concentrations in the Northeast and lower concentrations in the South and Midwest.
These regional trends are explored in greater detail in the next section. (A full accounting
of extreme wealth by state, along with wealth tax revenue estimates based on that
measure of wealth, can be found in Appendices A and B))

INSTITUTE ON TAXATION AND ECONOMIC POLICY
7



Revenue Potential of
Net Worth Taxation
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The U.S. is confronting staggering wealth inequality across economic and racial
groups.® Tax policy at all levels of government—federal, state and local—is falling short
of its potential to curb this inequality. A recent analysis by economists at the White
House Council of Economic Advisors and the Office of Management and Budget, for
example, concluded that the wealthiest 400 families in the nation pay an average
federal individual income tax rate of just 8.2 percent when measured against a relatively
comprehensive measure of income that includes unrealized capital gains.® Recent
investigative reporting by ProPublica has uncovered even lower tax rates for many
billionaires."

The federal tax system is focused almost entirely on taxing income. It taxes wealth
only when it is transferred as a gift or bequest, and such wealth transfer taxes account for
a tiny fraction of federal revenue. This is exacerbated by income tax preferences that tend
to treat income derived from wealth more favorably than income derived from labor.

There is no shortage of options for addressing this under-taxation of extreme wealth
in the U.S. Many specific types of reforms are discussed briefly in the next section.

Perhaps the most direct and intuitive option is to create a nationwide tax on extreme
wealth, often referred to as a “net worth tax” or, simply, a “wealth tax.” Applying a 2
percent tax to assets over $30 million per household could have raised more than $414
billion if it were in effect this year. A tax rate of 5 percent could have been expected to
yield almost $1 trillion this year. Estimates of how those payments would be distributed
across states are provided in Appendix A. These calculations assume a compliance rate
of 80 percent, which is slightly lower than the 83.7 percent rate of overall federal tax
compliance and the 86 percent rate seen under the estate tax.? It is also in line with the
compliance rate used by a team of experts who evaluated the revenue potential of a
state-level wealth tax in California.®

Regional Impact of a Tax on Extreme Wealth

A plurality of the revenue (31 percent) raised by a tax on wealth over $30 million would
come from the Northeast, even though this region is home to just 17 percent of the
overall U.S. population. Affluent taxpayers in New York, Connecticut and Massachusetts
would contribute the bulk of the revenue coming from the Northeast.

The Midwest and South would be less affected by such a tax as these regions possess
smaller amounts of extreme wealth. The Midwest is home to 21 percent of the U.S.
population and yet just 16 percent of the total tax dollars paid under a national wealth
tax would come from affluent taxpayers living in this region. The South, as defined by
the U.S. Census Bureau, is home to 38 percent of the U.S. population and yet would pay
just 30 percent of the net worth tax examined in this report. Using a more restrictive
definition of the Southeast that may better conform with most people's understanding
of the South, we find that affluent taxpayers in this region would pay just 18 percent of
the tax despite these states representing 26 percent of the nationwide population.
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GILED Tax Payments by Region Under a Potential
Tax on Wealth in Excess of $30 Million

Share of

Potential Tax Sr!are c3f
Nationwide
Revenue from Pobulation
this Region P

Northeast 31% 17% 1.82
West and Pacific 23% 24% 0.97
South 30% 38% 0.78
Midwest 16% 21% 0.76
Addendum:
Southeast* 18% 26% 0.69

*We define this region to include Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana,
Mississippi, North Carolina, South Carolina, Tennessee, Virginia, and West Virginia. This
differs from the South as defined by the Census, which also includes Delaware, Maryland,
Oklahoma, Texas, and the District of Columbia.

Source: ITEP Microsimulation Tax Model. The main regional definitions are taken from the
U.S. Census Bureau.

Affluent taxpayers in the western U.S. along with Alaska and Hawaii would contribute
a share of the overall revenue (23 percent) that is very close in line with those states’
combined share of the overall U.S. population (24 percent).

Options for Taxing Unrealized Capital Gains

We also estimate the size of unrealized capital gains both nationally and by state. In
future research we hope to be able to estimate the flow of unrealized capital gains over
time, but for now we present information only on the existing stock of such gains.

The current stock of such gains is relevant because proposals to apply a mark-to-
market system of taxation to the annual flow of unrealized gains typically include a
measure to gradually tax the current stock of unrealized gains as well. Some experts have
also proposed applying a one-time tax to unrealized gains as a way of accelerating some
of the revenue collections expected to eventually be raised upon realization.'

Families with total unrealized gains over $10 million have more than $18 trillion in total
unrealized gains, with most of that ($13 trillion) representing amounts over $10 million
per household. (Appendix D has a state-by-state breakdown of these gains.) Just 0.3]1
percent of all households nationwide have unrealized gains at this level, meaning itis a

group that is quite like the 0.25 percent of households we find to have net worth over $30
million.

The amount of revenue that could be raised by taxing the stock of unrealized gains
would depend on the parameters chosen for such a tax. Under the most modest of
proposals, lawmakers could pursue a partial deemed realization, meaning that only
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a portion of unrealized gains would be considered to be realized for tax purposes
(taxpayers would later pay tax on the remainder of their gains if they realize them during
their lifetimes). More ambitious proposals, on the other hand, would apply to the full
stock of unrealized gains above some baseline exemption level.

A tax on the stock of unrealized gains in 2022 could be expected to raise between $529
billion and $3.9 trillion depending on the tax rate chosen and the percentage of gains
deemed to be realized. Appendix D has detail on the revenue estimates for six different
policy options. Each assumes that the first $10 million in unrealized gains would remain
exempt from tax (until the taxpayer chooses to realize them). Crucially, the revenue
amounts presented in Appendix D would be a one-time event as proposals to tax
unrealized gains as income would only apply to that income once, though ongoing taxes
on future flows of unrealized gains could raise additional revenue. Particularly under
the more ambitious proposals with higher tax rates, there is also a case to be made for
allowing tax payments to be made across a span of multiple years to avoid any liquidity
problems.

Other Federal Wealth Tax
Policy Considerations

While the most direct approach to taxing extreme wealth is an annual tax on net worth
over a certain level, there are many other ways to strengthen the taxation of extremely
wealthy people at the federal level.

O Mark-to-market taxation

Unlike workers who pay income tax regularly basis through paycheck withholdings,
wealthy investors can enjoy significant returns on their stock and other property
holdings for many years without having to pay tax until they sell their assets. These
unrealized capital gains make up 43 percent of all extreme wealth. Recent proposals
such as Sen. Ron Wyden's Billionaires Income Tax and President Biden'’s Billionaires’
Minimum Income Tax would lessen this disparity by annually taxing at least some
of the investment gains of extremely wealthy individuals.”” This is what is known as
“mark-to-market taxation” or “anti-deferral accounting,” which simply means that
capital gains taxes must be paid each year, rather than deferred until a much later date
when the assets producing those gains are finally sold. For administrative simplicity,
such proposals nearly always focus on a small subset of the nation’s wealthiest
households and would exempt the vast majority of families.

O Ending stepped-up basis

ITEP.org

Under current law, capital gains are taxable only if the asset generating those gains

is sold during the taxpayer's lifetime. That is, if the gain is “realized” while the owner

is alive. Again, this allows investors to watch their assets produce gains for decades
without ever having to set aside anything for taxes — unlike regular workers. If those
investors hold onto their assets until death—which typically only very wealthy people
can afford to do on a significant scale—all the income generated by their investments
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is sheltered from income tax forever. For example, if an asset is originally purchased at
a value of $50 million and is then passed to an heir at a current value of $100 million,
the heir can immediately sell the asset for $100 million without reporting any capital
gain. Neither the original owner nor the heir to that property will pay income tax on
the gain and the gain will never appear on federal (or state) income tax forms. Ending
this feature of law, known as stepped-up basis, would ensure that capital gains are
subject to income taxation at some point, rather than allowing them to be handed
down through generations tax-free. Notably, President Biden has proposed drastically
curtailing this provision for extremely wealthy people by allowing only the first $5
million of unrealized gains (or $10 million for married couples) to enjoy the stepped-up
basis benefit.'®

O Raising rates on realized capital gains

Federal law taxes long-term realized capital gains income (gains on assets that were
sold after being held longer than a year) at a significantly lower rate than other types
of income. Correcting this imbalance and taxing realized gains at the same rates
applied to other income would raise taxes significantly on high-wealth households.
The Congressional Budget Office has estimated that three-fourths of the benefits

of this provision go to the top 1 percent of households by income level.” This reform
would be most effective if paired with repeal of stepped-up basis or implementation
of mark-to-market taxation to prevent wealthy households from deferring tax for
decades or sidestepping it entirely by holding their assets until death.

O Strengthening the estate tax

The estate tax—which is meant to apply when an extremely wealthy person dies and
passes their assets on to their heirs—is an essential tool for curbing the accumulation
of dynastic wealth across generations. But several loopholes in the estate tax
dramatically reduce its effectiveness. For example, one of the most well-known of
these loopholes is a grantor retained annuity trust (GRAT). This is a type of trust

into which extremely wealthy people can place their assets to benefit their heirs,
and much of the gains on those assets over time are never subject to estate or gift
taxes. ProPublica reports that the strategy has been used by more than half of the
nation’s 100 richest individuals and a recent survey of 70 randomly selected S&P 500
companies revealed that more than half had executives and top shareholders who
used GRATs."® Closing the GRAT loophole and other related tax avoidance schemes is
vital to ensuring that paying the estate tax is not optional for families with extreme
levels of wealth.®

O Creating an inheritance tax

ITEPor

Shifting away from the current estate tax and toward a robust tax on inheritances
instead offers another potential avenue for strengthening the taxation of extreme
wealth. Advocates for such a shift have noted that it could better consider heirs’ ability
to pay, reduce compliance costs and encourage philanthropic donors to give more
broadly.?® Such proposals typically include a significant exemption level that would
keep most families from paying the tax and focus instead on extremely wealthy heirs.
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Easing the Path to State-
Level Wealth Taxation

State and local tax systems are overwhelmingly regressive when measured as a share
of household income and would surely be even more regressive if measured relative to
household wealth.? State lawmakers seeking to fix this imbalance in their tax codes have
several readily available options such as implementing new top income tax rates, raising
rates on realized capital gains income, enacting progressive taxation of real estate wealth,
strengthening taxation of corporate profits and reinstating or enhancing estate and
inheritance taxes, among other measures.

As a practical matter, state tax systems tend to conform to major features of the
federal tax code to ease tax administration and compliance. This points to another
major benefit of federal efforts to strengthen the taxation of extreme wealth: creating a
pathway toward diversifying state revenue streams to include taxation of extreme wealth.

Reforming the federal tax code to include unrealized capital gains in the definition
of Adjusted Gross Income (AGI) would greatly help states as they largely rely on that
definition to administer their own income taxes.?? The current definition of taxable
capital gains omits more than half of the gains flowing to extremely wealthy families—
thereby leaving an enormous hole in both federal and state tax systems that damages
economic and racial equity.? This could be done either by including unrealized gains
received by extremely wealthy households each year through a mark-to-market system
of taxation, or by including those gains in AGI at death through repeal of stepped-up
basis.?

Similarly, state-level estate taxes generally adhere closely to federal rules and efforts
to crack down on GRATs and other tax shelters at the federal level would therefore
significantly improve state tax equity and administration as well. Twelve states and the
District of Columbia currently levy estate taxes based on the federal definition of taxable
estates, though exemption levels vary across states.?®

Other policy options such as creating a federal net worth tax or inheritance tax would
also offer new conformity opportunities to states, which could create their own versions
of these taxes calculated as a percentage of the federal amount. The federal government
could go even further in encouraging state-level adoption of these taxes by reinstating
policies like the former estate tax pickup credit, which gave households a dollar-for-dollar
federal tax cut on each dollar of state-level estate tax paid. A tax credit along these lines,
which offers a full match for the first increment of state wealth taxation, would be a
powerful incentive for states to set up these policies. Additional, partial matching credits
available at higher levels of taxation could encourage states to go beyond the bare
minimum in setting their wealth or inheritance tax levels.

INSTITUTE ON TAXATION AND ECONOMIC POLICY
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Extreme Wealth Taxes Could Reduce
Inequality and Increase Opportunity

ITEP.org

More than one in four dollars of wealth in the U.S. is held by a tiny fraction of
households with net worth over $30 million. This report offers a unique analysis of these
households by state, estimating both their overall wealth level and the portion of that
wealth held in the form of unrealized capital gains. This extreme wealth is geographically
concentrated, with the top 10 states accounting for more than 70 percent of nationwide
extreme wealth and with New York and California alone accounting for nearly a third.

Strengthening the taxation of extreme wealth at the federal and state levels could
meaningfully reduce economic inequality while raising significant new revenues to fund
public services that promote more broadly shared prosperity. A net worth tax on fortunes
over $30 million could raise more than $400 billion annually while affecting just 0.25
percent of the population. No state would see more than 0.5 percent of its population
affected by such a tax.
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and Potential Wealth Tax Revenue, in 2022

Share of Tax Units

Total Wealth Held

Wealth Subject to

LU LN State-by-State Estimates of Wealth Over $30 Million Per Tax Unit,

Estimated VYield of Net Worth Tax with $30 Million Exemption*

with Net Worth By Those With Net Tax if Applying 2% Rate 3% Rate 4% Rate 5% Rate
> $30M Worth > $30M $30M Exemption

TOTAL US 0.25% $38,867,000,000,000 | $25,922,000,000,000 $414,752,000,000 $622,136,000,000 $829,512,000,000 $1,036,888,000,000
Alabama 0.2% $327,000,000,000 $172,000,000,000 $2,752,000,000 $4,128,000,000 $5,496,000,000 $6,872,000,000
Alaska 0.2% $43,000,000,000 $24,000,000,000 $376,000,000 $568,000,000 $752,000,000 $944,000,000
Arizona 0.2% $497,000,000,000 $317,000,000,000 $5,072,000,000 $7,616,000,000 $10,152,000,000 $12,688,000,000
Arkansas 0.2% $428,000,000,000 $330,000,000,000 $5,288,000,000 $7,928,000,000 $10,576,000,000 $13,216,000,000
California 0.3% $5,039,000,000,000 $3,096,000,000,000 $49,544,000,000 $74,312,000,000 $99,088,000,000 $123,856,000,000
Colorado 0.2% $491,000,000,000 $314,000,000,000 $5,032,000,000 $7,544,000,000 $10,064,000,000 $12,576,000,000
Connecticut 0.2% $908,000,000,000 $782,000,000,000 $12,504,000,000 $18,760,000,000 $25,016,000,000 $31,264,000,000
Delaware** 0.1% $33,000,000,000 $19,000,000,000 $312,000,000 $464,000,000 $616,000,000 $776,000,000
District of Columbia 0.4% $183,000,000,000 $131,000,000,000 $2,104,000,000 $3,152,000,000 $4,208,000,000 $5,256,000,000
Florida 0.5% $4,382,000,000,000 $2,616,000,000,000 $41,848,000,000 $62,776,000,000 $83,696,000,000 $104,624,000,000
Georgia 0.2% $637,000,000,000 $259,000,000,000 $4,152,000,000 $6,224,000,000 $8,296,000,000 $10,368,000,000
Hawaii 0.2% $214,000,000,000 $178,000,000,000 $2,856,000,000 $4,280,000,000 $5,712,000,000 $7,136,000,000
Idaho 0.2% $112,000,000,000 $50,000,000,000 $800,000,000 $1,208,000,000 $1,608,000,000 $2,008,000,000
lllinois 0.3% $1,723,000,000,000 $1,129,000,000,000 $18,056,000,000 $27,088,000,000 $36,120,000,000 $45,152,000,000
Indiana 0.1% $353,000,000,000 $201,000,000,000 $3,224,000,000 $4,832,000,000 $6,448,000,000 $8,056,000,000
lowa 0.2% $244,000,000,000 $125,000,000,000 $2,008,000,000 $3,008,000,000 $4,016,000,000 $5,016,000,000
Kansas 0.2% $311,000,000,000 $203,000,000,000 $3,256,000,000 $4,880,000,000 $6,512,000,000 $8,136,000,000
Kentucky 0.1% $275,000,000,000 $172,000,000,000 $2,760,000,000 $4,136,000,000 $5,520,000,000 $6,896,000,000
Louisiana 0.1% $216,000,000,000 $114,000,000,000 $1,816,000,000 $2,728,000,000 $3,640,000,000 $4,544,000,000
Maine 0.1% $53,000,000,000 $28,000,000,000 $448,000,000 $672,000,000 $896,000,000 $1,120,000,000
Maryland 0.2% $901,000,000,000 $674,000,000,000 $10,792,000,000 $16,184,000,000 $21,576,000,000 $26,976,000,000
Massachusetts 0.2% $1,053,000,000,000 $762,000,000,000 $12,192,000,000 $18,280,000,000 $24,376,000,000 $30,472,000,000
Michigan 0.1% $542,000,000,000 $317,000,000,000 $5,072,000,000 $7,616,000,000 $10,152,000,000 $12,688,000,000
Minnesota 0.3% $596,000,000,000 $314,000,000,000 $5,016,000,000 $7,528,000,000 $10,032,000,000 $12,544,000,000

ITEPor

14

INSTITUTE ON TAXATION AND ECONOMIC POLICY



Mississippi 0.2% $101,000,000,000 $34,000,000,000 $544,000,000 $816,000,000 $1,088,000,000 $1,360,000,000
Missouri 0.2% $891,000,000,000 $658,000,000,000 $10,528,000,000 $15,792,000,000 $21,056,000,000 $26,320,000,000
Montana 0.3% $130,000,000,000 $76,000,000,000 $1,208,000,000 $1,816,000,000 $2,416,000,000 $3,024,000,000
Nebraska 0.3% $292,000,000,000 $213,000,000,000 $3,408,000,000 $5,120,000,000 $6,824,000,000 $8,528,000,000
Nevada 0.4% $623,000,000,000 $404,000,000,000 $6,464,000,000 $9,704,000,000 $12,936,000,000 $16,168,000,000
New Hampshire 0.2% $104,000,000,000 $65,000,000,000 $1,040,000,000 $1,552,000,000 $2,072,000,000 $2,592,000,000
New Jersey 0.3% $746,000,000,000 $371,000,000,000 $5,928,000,000 $8,896,000,000 $11,864,000,000 $14,824,000,000
New Mexico 0.1% $114,000,000,000 $77,000,000,000 $1,240,000,000 $1,856,000,000 $2,480,000,000 $3,096,000,000
New York 0.4% $6,686,000,000,000 $5,517,000,000,000 $88,264,000,000 $132,400,000,000 $176,528,000,000 $220,664,000,000
North Carolina 0.1% $495,000,000,000 $290,000,000,000 $4,640,000,000 $6,968,000,000 $9,288,000,000 $11,608,000,000
North Dakota 0.3% $94,000,000,000 $55,000,000,000 $872,000,000 $1,312,000,000 $1,744,000,000 $2,184,000,000
Ohio 0.2% $855,000,000,000 $544,000,000,000 $8,712,000,000 $13,064,000,000 $17,416,000,000 $21,768,000,000
Oklahoma 0.2% $344,000,000,000 $214,000,000,000 $3,416,000,000 $5,128,000,000 $6,832,000,000 $8,544,000,000
Oregon 0.2% $312,000,000,000 $174,000,000,000 $2,784,000,000 $4,184,000,000 $5,576,000,000 $6,968,000,000
Pennsylvania 0.2% $906,000,000,000 $568,000,000,000 $9,080,000,000 $13,624,000,000 $18,160,000,000 $22,704,000,000
Rhode Island 0.2% $71,000,000,000 $38,000,000,000 $600,000,000 $904,000,000 $1,200,000,000 $1,504,000,000
South Carolina 0.1% $182,000,000,000 $106,000,000,000 $1,696,000,000 $2,544,000,000 $3,392,000,000 $4,248,000,000
South Dakota 0.3% $75,000,000,000 $39,000,000,000 $616,000,000 $928,000,000 $1,240,000,000 $1,552,000,000
Tennessee 0.0% $143,000,000,000 $95,000,000,000 $1,512,000,000 $2,272,000,000 $3,024,000,000 $3,784,000,000
Texas 0.2% $2,923,000,000,000 $2,069,000,000,000 $33,104,000,000 $49,664,000,000 $66,216,000,000 $82,768,000,000
Utah 0.1% $133,000,000,000 $70,000,000,000 $1,120,000,000 $1,680,000,000 $2,240,000,000 $2,808,000,000
Vermont** 0.1% $21,000,000,000 $10,000,000,000 $168,000,000 $248,000,000 $336,000,000 $416,000,000
Virginia 0.3% $838,000,000,000 $412,000,000,000 $6,584,000,000 $9,880,000,000 $13,176,000,000 $16,472,000,000
Washington 0.3% $1,329,000,000,000 $1,017,000,000,000 $16,280,000,000 $24,416,000,000 $32,560,000,000 $40,696,000,000
West Virginia 0.1% $57,000,000,000 $26,000,000,000 $424,000,000 $632,000,000 $848,000,000 $1,056,000,000
Wisconsin 0.4% $653,000,000,000 $301,000,000,000 $4,816,000,000 $7,224,000,000 $9,632,000,000 $12,040,000,000
Wyoming 0.4% $187,000,000,000 $150,000,000,000 $2,392,000,000 $3,592,000,000 $4,792,000,000 $5,984,000,000

* Assuming 80% collection rate after evasion and avoidance.
**The sample of extremely high-income and high-wealth tax units in Delaware and Vermont is relatively

small and our estimates for these states are therefore likely to be less reliable than in other states.

Source: ITEP Microsimulation Tax Model analysis, using data from the Internal Revenue Services (IRS),
Survey of Consumer Finances (SCF), Forbes, and other sources.
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Share of Tax Units

Total Wealth Held

Wealth Subject to

VDLW DA State-by-State Estimates of Wealth Over $1 Billion Per Tax Unit,
and Potential Wealth Tax Revenue, in 2022

Estimated VYield of Net Worth Tax with $1 Billion Exemption*

with Net Worth By Those With Net Tax if Applying 2% Rate 3% Rate 4% Rate 5% Rate
> $1B Worth > $1B $1B Exemption

TOTAL US 0.0004% $4,555,000,000,000 | $3,846,000,000,000 $61,544,000,000 $92,312,000,000 $123,088,000,000 $153,856,000,000
Alabama N/A $- $- $- $- $- $-
Alaska N/A $- $- $- $- $- $-
Arizona 0.0003% $40,000,000,000 $28,000,000,000 $448,000,000 $672,000,000 $896,000,000 $1,128,000,000
Arkansas 0.0003% $142,000,000,000 $137,000,000,000 $2,192,000,000 $3,280,000,000 $4,376,000,000 $5,472,000,000
California 0.0008% $945,000,000,000 $777,000,000,000 $12,440,000,000 $18,656,000,000 $24,880,000,000 $31,096,000,000
Colorado 0.0004% $47,000,000,000 $36,000,000,000 $576,000,000 $856,000,000 $1,144,000,000 $1,432,000,000
Connecticut 0.0006% $69,000,000,000 $57,000,000,000 $912,000,000 $1,360,000,000 $1,816,000,000 $2,272,000,000
Delaware N/A $- $- $- $- $- $-
District of Columbia N/A $- $- $- $- $- $-
Florida 0.0006% $286,000,000,000 $209,000,000,000 $3,344,000,000 $5,016,000,000 $6,688,000,000 $8,360,000,000
Georgia 0.0003% $70,000,000,000 $52,000,000,000 $832,000,000 $1,240,000,000 $1,656,000,000 $2,072,000,000
Hawaii 0.0003% $117,000,000,000 $115,000,000,000 $1,848,000,000 $2,768,000,000 $3,688,000,000 $4,608,000,000
Idaho 0.0001% $3,000,000,000 $2,000,000,000 $32,000,000 $48,000,000 $64,000,000 $80,000,000
lllinois 0.0004% $102,000,000,000 $78,000,000,000 $1,240,000,000 $1,864,000,000 $2,480,000,000 $3,104,000,000
Indiana 0.0001% $18,000,000,000 $15,000,000,000 $240,000,000 $360,000,000 $480,000,000 $608,000,000
lowa 0.0001% $7,000,000,000 $6,000,000,000 $96,000,000 $144,000,000 $192,000,000 $232,000,000
Kansas 0.0001% $65,000,000,000 $63,000,000,000 $1,000,000,000 $1,504,000,000 $2,000,000,000 $2,504,000,000
Kentucky 0.0000% $8,000,000,000 $7,000,000,000 $120,000,000 $176,000,000 $240,000,000 $296,000,000
Louisiana 0.0000% $4,000,000,000 $3,000,000,000 $48,000,000 $64,000,000 $88,000,000 $112,000,000
Maine 0.0001% $3,000,000,000 $2,000,000,000 $32,000,000 $40,000,000 $56,000,000 $72,000,000
Maryland 0.0003% $38,000,000,000 $27,000,000,000 $440,000,000 $656,000,000 $872,000,000 $1,096,000,000
Massachusetts 0.0006% $86,000,000,000 $62,000,000,000 $992,000,000 $1,488,000,000 $1,984,000,000 $2,480,000,000
Michigan 0.0002% $61,000,000,000 $52,000,000,000 $840,000,000 $1,256,000,000 $1,680,000,000 $2,096,000,000
Minnesota 0.0002% $9,000,000,000 $4,000,000,000 $56,000,000 $88,000,000 $112,000,000 $144,000,000
Mississippi 0.0001% $4,000,000,000 $2,000,000,000 $32,000,000 $48,000,000 $64,000,000 $80,000,000

16



Share of Tax Units

Total Wealth Held

Wealth Subject to

with Net Worth By Those With Net Tax if Applying 2% Rate 3% Rate 4% Rate 5% Rate
> $1B Worth > $1B $1B Exemption

Missouri 0.0002% $31,000,000,000 $24,000,000,000 $384,000,000 $584,000,000 $776,000,000 $968,000,000
Montana 0.0008% $21,000,000,000 $16,000,000,000 $256,000,000 $384,000,000 $512,000,000 $640,000,000
Nebraska 0.0003% $122,000,000,000 $119,000,000,000 $1,896,000,000 $2,848,000,000 $3,800,000,000 $4,752,000,000
Nevada 0.0009% $82,000,000,000 $67,000,000,000 $1,064,000,000 $1,600,000,000 $2,128,000,000 $2,664,000,000
New Hampshire N/A $- $- $- $- $- $-
New Jersey 0.0001% $20,000,000,000 $15,000,000,000 $232,000,000 $352,000,000 $472,000,000 $584,000,000
New Mexico N/A $- $- $- $- $- $-
New York 0.0011% $673,000,000,000 $549,000,000,000 $8,776,000,000 $13,168,000,000 $17,552,000,000 $21,944,000,000
North Carolina 0.0001% $18,000,000,000 $14,000,000,000 $232,000,000 $344,000,000 $464,000,000 $576,000,000
North Dakota N/A $- $- $- $- $- $-
Ohio 0.0001% $14,000,000,000 $8,000,000,000 $136,000,000 $200,000,000 $272,000,000 $336,000,000
Oklahoma 0.0003% $50,000,000,000 $44,000,000,000 $704,000,000 $1,056,000,000 $1,408,000,000 $1,768,000,000
Oregon 0.0001% $53,000,000,000 $50,000,000,000 $800,000,000 $1,200,000,000 $1,600,000,000 $2,000,000,000
Pennsylvania 0.0002% $57,000,000,000 $40,000,000,000 $640,000,000 $960,000,000 $1,280,000,000 $1,600,000,000
Rhode Island 0.0002% $2,000,000,000 $1,000,000,000 $16,000,000 $32,000,000 $40,000,000 $48,000,000
South Carolina 0.0000% $2,000,000,000 $1,000,000,000 $8,000,000 $16,000,000 $24,000,000 $32,000,000
South Dakota 0.0002% $3,000,000,000 $2,000,000,000 $40,000,000 $56,000,000 $80,000,000 $96,000,000
Tennessee 0.0003% $48,000,000,000 $37,000,000,000 $592,000,000 $896,000,000 $1,192,000,000 $1,488,000,000
Texas 0.0005% $579,000,000,000 $513,000,000,000 $8,200,000,000 $12,304,000,000 $16,400,000,000 $20,504,000,000
Utah 0.0004% $12,000,000,000 $6,000,000,000 $96,000,000 $144,000,000 $192,000,000 $248,000,000
Vermont N/A $- $- $- $- $- $-
Virginia 0.0002% $56,000,000,000 $47,000,000,000 $760,000,000 $1,136,000,000 $1,512,000,000 $1,896,000,000
Washington 0.0004% $468,000,000,000 $452,000,000,000 $7,232,000,000 $10,856,000,000 $14,472,000,000 $18,088,000,000
West Virginia N/A $- $- $- $- $- $-
Wisconsin 0.0002% $58,000,000,000 $50,000,000,000 $800,000,000 $1,200,000,000 $1,600,000,000 $2,000,000,000
Wyoming 0.0017% $63,000,000,000 $58,000,000,000 $920,000,000 $1,384,000,000 $1,848,000,000 $2,312,000,000

*Assuming 80% collection rate after evasion and avoidance.

Source: ITEP Microsimulation Tax Model analysis, using data from the Internal Revenue Services (IRS),
Survey of Consumer Finances (SCF), Forbes, and other sources.




State-by-State Estimates of Unrealized Capital Gains
Held by Extremely Wealthy Tax Units, in 2022

Unrealized Capital

Gains Held By Those

Unrealized Capital
Gains Held By Those

With Net Worth > $30M

With Net Worth > $1B

TOTAL US $16,861,000,000,000 $3,185,000,000,000
Alabama $131,000,000,000 $-

Alaska $20,000,000,000 $-
Arizona $194,000,000,000 $28,000,000,000
Arkansas $213,000,000,000 $99,000,000,000
California $2,084,000,000,000 $661,000,000,000
Colorado $214,000,000,000 $33,000,000,000
Connecticut $331,000,000,000 $48,000,000,000
Delaware* $13,000,000,000 $-
District of Columbia $71,000,000,000 $-

Florida $1,815,000,000,000 $200,000,000,000
Georgia $294,000,000,000 $49,000,000,000
Hawaii $115,000,000,000 $82,000,000,000
Idaho $50,000,000,000 $2,000,000,000
lllinois $804,000,000,000 $71,000,000,000
Indiana $141,000,000,000 $13,000,000,000
lowa $104,000,000,000 $5,000,000,000
Kansas $139,000,000,000 $45,000,000,000
Kentucky $121,000,000,000 $6,000,000,000
Louisiana $91,000,000,000 $3,000,000,000
Maine $23,000,000,000 $2,000,000,000
Maryland $398,000,000,000 $27,000,000,000
Massachusetts $422,000,000,000 $60,000,000,000
Michigan $228,000,000,000 $43,000,000,000
Minnesota $220,000,000,000 $6,000,000,000
Mississippi $40,000,000,000 $3,000,000,000
Missouri $369,000,000,000 $22,000,000,000
Montana $60,000,000,000 $15,000,000,000
Nebraska $153,000,000,000 $85,000,000,000
Nevada $250,000,000,000 $57,000,000,000
New Hampshire $45,000,000,000 $-

New Jersey $298,000,000,000 $14,000,000,000
New Mexico $48,000,000,000 $-

New York $3,077,000,000,000 $470,000,000,000
North Carolina $212,000,000,000 $13,000,000,000




Unrealized Capital
Gains Held By Those

Unrealized Capital

Gains Held By Those
With Net Worth > $30M With Net Worth > $1B

North Dakota $45,000,000,000 $-

Ohio $328,000,000,000 $10,000,000,000
Oklahoma $172,000,000,000 $35,000,000,000
Oregon $127,000,000,000 $37,000,000,000
Pennsylvania $384,000,000,000 $40,000,000,000
Rhode Island $32,000,000,000 $2,000,000,000
South Carolina $66,000,000,000 $1,000,000,000
South Dakota $34,000,000,000 $2,000,000,000
Tennessee $75,000,000,000 $34,000,000,000
Texas $1,397,000,000,000 $404,000,000,000
Utah $50,000,000,000 $8,000,000,000
Vermont* $7,000,000,000 $-
Virginia $281,000,000,000 $39,000,000,000
Washington $674,000,000,000 $327,000,000,000
West Virginia $29,000,000,000 $-
Wisconsin $278,000,000,000 $41,000,000,000
Wyoming $91,000,000,000 $44,000,000,000

*The sample of extremely high-income and high-wealth tax units in Delaware and Vermont is relatively
small and our estimates for these states are therefore likely to be less reliable than in other states.

Source: ITEP Microsimulation Tax Model analysis, using data from the Internal Revenue Services (IRS),
Survey of Consumer Finances (SCF), Forbes, and other sources.
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UL CIVEPE  State-by-State Estimates of the Stock of Unrealized Capital Gains (UCG) in Excess of
$10 Million, and Potential Tax Revenue from Deemed Realization Options, in 2022

Estimated Yield of Deemed Realization Under Various Options*

Share of Tax Total UCG Held

UCG Subject to Tax

50% Realization / 50% Realization / 50% Realization / 100% Realization / 00% Realization / 100% Realization /

Uué'éti ‘gi;:d b{, 22‘1521‘3’3" i AprZIymi:?i S;OM 10% Tax Rate 23.8% Tax Rate 37% Tax Rate 10% Tax Rate 23.8% Tax Rate 37% Tax Rate
TOTAL US 0.31% $18,521,000,000,000 | $13,227,000,000,000 | $529,088,000,000 | $1,259,232,000,000 | $1,957,624,000,000 | $1,058,176,000,000 | $2,518,464,000,000 | $3,915,256,000,000
Alabama 03% $149,000,000,000 $84,000,000,000 $3,352,000,000 $7,976,000,000 $12,408,000,000 $6,704,000,000 $15,960,000,000 $24,808,000,000
Alaska 03% $29,000,000,000 $16,000,000,000 $648,000,000 $1,536,000,000 $2,392,000,000 $1,296,000,000 $3,080,000,000 $4,784,000,000
Arizona 0.2% $219,000,000,000 $142,000,000,000 $5,696,000,000 $13,552,000,000 $21,072,000,000 $11,392,000,000 $27,104,000,000 $42,136,000,000
Arkansas 0.3% $220,000,000,000 $182,000,000,000 $7,296,000,000 $17,368,000,000 $27,000,000,000 $14,592,000,000 $34,736,000,000 $54,000,000,000
california 0.4% $2,277,000,000,000 | $1,530,000,000,000 $61,216,000,000 $145,704,000,000 $226,512,000,000 $122,440,000,000 $291,408,000,000 $453,024,000,000
Colorado 0.3% $276,000,000,000 $170,000,000,000 $6,808,000,000 $16,192,000,000 $25,176,000,000 $13,608,000,000 $32,392,000,000 $50,360,000,000
Connecticut 0.3% $349,000,000,000 $291,000,000,000 $11,624,000,000 $27,664,000,000 $43,008,000,000 $23,248,000,000 $55,328,000,000 $86,016,000,000
Delaware** 0.2% $18,000,000,000 $8,000,000,000 $336,000,000 $808,000,000 $1,256,000,000 $680,000,000 $1,616,000,000 $2,512,000,000
gjjt’:;i‘f 0.4% $71,000,000,000 $54,000,000,000 $2,160,000,000 $5,144,000,000 $8,000,000,000 $4,320,000,000 $10,288,000,000 $15,992,000,000
Florida 0.4% $1,790,000,000,000 | $1,268,000,000,000 $50,704,000,000 $120,680,000,000 $187,608,000,000 $101,408,000,000 $241,360,000,000 $375,216,000,000
Georgia 0.4% $445,000,000,000 $229,000,000,000 $9,160,000,000 $21,808,000,000 $33,904,000,000 $18,328,000,000 $43,616,000,000 $67,808,000,000
Hawaii 02% $117,000,000,000 $104,000,000,000 $4,168,000,000 $9,920,000,000 $15,424,000,000 $8,336,000,000 $19,840,000,000 $30,840,000,000
Idaho 03% $64,000,000,000 $32,000,000,000 $1,272,000,000 $3,032,000,000 $4,712,000,000 $2,544,000,000 $6,064,000,000 $9,424,000,000
lllinois 0.3% $826,000,000,000 $614,000,000,000 $24,568,000,000 $58,480,000,000 $90,912,000,000 $49144,000,000 $116,960,000,000 $181,832,000,000
Indiana 0.3% $191,000,000,000 $100,000,000,000 $3,992,000,000 $9,504,000,000 $14,768,000,000 $7,984,000,000 $19,000,000,000 $29,544,000,000
lowa 0.3% $117,000,000,000 $69,000,000,000 $2,776,000,000 $6,600,000,000 $10,264,000,000 $5,544,000,000 $13,200,000,000 $20,528,000,000
Kansas 0.4% $184,000,000,000 $126,000,000,000 $5,040,000,000 $12,000,000,000 $18,656,000,000 $10,080,000,000 $24,000,000,000 $37,312,000,000
Kentucky 0.3% $165,000,000,000 $100,000,000,000 $3,992,000,000 $9,504,000,000 $14,776,000,000 $7,984,000,000 $19,008,000,000 $29,552,000,000
Louisiana 0.3% $159,000,000,000 $91,000,000,000 $3,624,000,000 $8,632,000,000 $13,424,000,000 $7,256,000,000 $17,272,000,000 $26,848,000,000
Maine 01% $24,000,000,000 $16,000,000,000 $640,000,000 $1,520,000,000 $2,368,000,000 $1,280,000,000 $3,040,000,000 $4,728,000,000
Maryland 03% $406,000,000,000 $324,000,000,000 $12,952,000,000 $30,824,000,000 $47,912,000,000 $25,896,000,000 $61,640,000,000 $95,832,000,000
Massachusetts 02% $421,000,000,000 $335,000,000,000 $13,408,000,000 $31,912,000,000 $49,608,000,000 $26,816,000,000 $63,824,000,000 $99,216,000,000
Michigan 01% $232,000,000,000 $166,000,000,000 $6,656,000,000 $15,840,000,000 $24,624,000,000 $13,312,000,000 $31,680,000,000 $49,248,000,000
Minnesota 0.4% $289,000,000,000 $153,000,000,000 $6,104,000,000 $14,536,000,000 $22,592,000,000 $12,208,000,000 $29,064,000,000 $45184,000,000
Mississippi 0.2% $47,000,000,000 $20,000,000,000 $784,000,000 $1,856,000,000 $2,888,000,000 $1,560,000,000 $3,720,000,000 $5,776,000,000

ITEPor

INSTITUTE ON TAXATION AND ECONOMIC POLICY

20



Share of Tax

Total UCG Held

UCG Subject to Tax

50% Realization /

50% Realization /

50% Realization /

100% Realization /

00% Realization /

100% Realization /

nggi ‘;f;’h‘d b{, gg‘f;‘g::h 5 Aé’x‘:ymi:fi ::‘OM 10% Tax Rate 23.8% Tax Rate 37% Tax Rate 10% Tax Rate 23.8% Tax Rate 37% Tax Rate
Missouri 0.3% $391,000,000,000 $309,000,000,000 $12,368,000,000 $29,440,000,000 $45,760,000,000 $24,736,000,000 $58,872,000,000 $91,528,000,000
Montana 0.5% $77,000,000,000 $48,000,000,000 $1,912,000,000 $4,552,000,000 $7,080,000,000 $3,824,000,000 $9,112,000,000 $14,160,000,000
Nebraska 0.3% $158,000,000,000 $131,000,000,000 $5,240,000,000 $12,464,000,000 $19,376,000,000 $10,472,000,000 $24,928,000,000 $38,760,000,000
Nevada 0.4% $263,000,000,000 $191,000,000,000 $7,656,000,000 $18,216,000,000 $28,312,000,000 $15,304,000,000 $36,424,000,000 $56,632,000,000
New Hampshire 02% $54,000,000,000 $35,000,000,000 $1,408,000,000 $3,344,000,000 $5,200,000,000 $2,808,000,000 $6,688,000,000 $10,400,000,000
New Jersey 02% $302,000,000,000 $183,000,000,000 $7,304,000,000 $17,392,000,000 $27,032,000,000 $14,616,000,000 $34,776,000,000 $54,064,000,000
New Mexico 0.2% $56,000,000,000 $37,000,000,000 $1,472,000,000 $3,496,000,000 $5,440,000,000 $2,944,000,000 $7,000,000,000 $10,880,000,000
New York 0.4% $3110,000,000,000 |  $2,721,000,000,000 $108,856,000,000 $259,080,000,000 $402,776,000,000 $217,720,000,000 $518,168,000,000 $805,552,000,000
North Carolina 0.2% $285,000,000,000 $157,000,000,000 $6,288,000,000 $14,968,000,000 $23,264,000,000 $12,576,000,000 $29,936,000,000 $46,536,000,000
North Dakota 0.5% $54,000,000,000 $34,000,000,000 $1,352,000,000 $3,216,000,000 $5,000,000,000 $2,704,000,000 $6,432,000,000 $10,000,000,000
Ohio 02% $407,000,000,000 $268,000,000,000 $10,728,000,000 $25,536,000,000 $39,696,000,000 $21,456,000,000 $51,064,000,000 $79,392,000,000
Oklahoma 0.3% $184,000,000,000 $132,000,000,000 $5,272,000,000 $12,544,000,000 $19,496,000,000 $10,536,000,000 $25,080,000,000 $38,992,000,000
Oregon 0.2% $142,000,000,000 $94,000,000,000 $3,760,000,000 $8,944,000,000 $13,912,000,000 $7,520,000,000 $17,896,000,000 $27,816,000,000
Pennsylvania 02% $403,000,000,000 $284,000,000,000 $11,352,000,000 $27,016,000,000 $42,000,000,000 $22,704,000,000 $54,032,000,000 $84,008,000,000
Rhode Island 0.3% $41,000,000,000 $22,000,000,000 $896,000,000 $2,128,000,000 $3,304,000,000 $1,784,000,000 $4,256,000,000 $6,616,000,000
South Carolina 01% $85,000,000,000 $46,000,000,000 $1,840,000,000 $4,376,000,000 $6,808,000,000 $3,680,000,000 $8,752,000,000 $13,608,000,000
South Dakota 0.6% $52,000,000,000 $25,000,000,000 $984,000,000 $2,352,000,000 $3,656,000,000 $1,976,000,000 $4,704,000,000 $7,312,000,000
Tennessee 01% $89,000,000,000 $63,000,000,000 $2,520,000,000 $5,992,000,000 $9,312,000,000 $5,032,000,000 $11,984,000,000 $18,632,000,000
Texas 0.4% $1,687,000,000,000 | $1169,000,000,000 $46,744,000,000 $111,240,000,000 $172,944,000,000 $93,480,000,000 $222,488,000,000 $345,880,000,000
Utah 0.3% $75,000,000,000 $35,000,000,000 $1,408,000,000 $3,344,000,000 $5,200,000,000 $2,808,000,000 $6,688,000,000 $10,400,000,000
Vermont** 02% $11,000,000,000 $4,000,000,000 $160,000,000 $376,000,000 $592,000,000 $320,000,000 $760,000,000 $1,176,000,000
Virginia 0.4% $348,000,000,000 $155,000,000,000 $6,208,000,000 $14,776,000,000 $22,968,000,000 $12,416,000,000 $29,544,000,000 $45,936,000,000
Washington 0.5% $768,000,000,000 $586,000,000,000 $23,440,000,000 $55,784,000,000 $86,728,000,000 $46,880,000,000 $111,568,000,000 $173,448,000,000
West Virginia 01% $30,000,000,000 $19,000,000,000 $760,000,000 $1,800,000,000 $2,800,000,000 $1,512,000,000 $3,600,000,000 $5,600,000,000
Wisconsin 0.3% $271,000,000,000 $176,000,000,000 $7,024,000,000 $16,712,000,000 $25,976,000,000 $14,040,000,000 $33,416,000,000 $51,952,000,000
Wyoming 0.4% $92,000,000,000 $79,000,000,000 $3,168,000,000 $7,544,000,000 $11,736,000,000 $6,344,000,000 $15,096,000,000 $23,464,000,000

*Assuming 80% collection rate after evasion and avoidance. Note also that, unlike a net worth tax which could be assessed annually, a deemed realization measure treating unre-

alized capital gains as a form of income would only apply to the current stock of capital gains one time.
**The sample of extremely high-income and high-wealth tax units in Delaware and Vermont is relatively small and our estimates for these states are therefore likely to be less
reliable than in other states.

Source: ITEP Microsimulation Tax Model analysis, using data from the Internal Revenue Services (IRS), Survey of Consumer Finances (SCF), Forbes, and other sources.
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Appendix E

Data and Methodology

1.0 Data

This analysis combines data from the ITEP Microsimulation Tax Model, survey data
from the Survey of Consumer Finances (SCF), and information on U.S. billionaires
compiled by Forbes to estimate total wealth held by tax units in the United States on a
state-by-state basis.

The SCF is the most comprehensive survey of U.S. household finances and wealth.
It is a cross-sectional survey of U.S. household saving, asset and liability ownership and
financial attitudes, and is conducted by the Federal Reserve every three years. It is also
designed to oversample wealthy households, which offers more robust coverage of the
very wealthy, who are generally harder to capture in nationally representative surveys.

Despite these advantages, there are at least three notable challenges associated with
the SCF. The first is that it does not sample members of the Forbes 400 list, a list of the
400 wealthiest Americans and their net worth. To fill in these gaps, we supplement the
SCF data with information from the 2022 release of the Forbes Billionaires list as a final
correction and include individual net worth from this list in our targets.

The second challenge is that the SCF's sampling unit is the Primary Economic Unit
(PEU) rather than the tax unit. This refers to all individuals in a household who are
“financially interdependent.” In practice, the concept of a PEU is nearer to a tax unit
than a Census household, for example, but it is still possible for there to exist more than
one tax unit in a single PEU.?26 Unfortunately, the SCF does not have the sort of detailed
demographic and economic information for each individual member of a given PEU
in order to break them down into tax units the way we can do with other household
surveys.

This analysis pools the two most recent survey years of the SCF, 2016 and 2019, to
create a sample of 12,025 PEUs -- 6,248 from 2016 and 5,777 from 2019. By pooling two
survey years, we generate a dataset with a larger sample size while also smmoothing out
variation in asset and liability values that occur over time. All dollar values are inflated to
2022 dollars.

The third challenge, and a particularly important one, is that the SCF does not identify
the geographic location of PEUs. IRS SOl data, reported separately for each state, play a
crucial role in allowing us to conduct this estimation. Those data reveal the number of
high-income taxpayers residing in each state as well as their overall income levels and
composition of income across various categories such as salaries, investment income,
business income and retirement income. The method described below allows us to use
the SOI data on the location of top incomes to estimate the location of top wealth.

INSTITUTE ON TAXATION AND ECONOMIC POLICY

ITEP.orq 22



2.0 Methodology

The methodology is a two-step estimation of 18 different asset and liability categories.
We compile an exhaustive list of financial and demographic information that exists both

ITEP.orq

in the SOI data and the SCF data, to use as explanatory variables in predicting:

1. Whether a given tax unit will own an asset or liability and;

2. Conditional on ownership, the value of that asset or liability.

We then calculate the value of total net worth by subtracting imputed debts from

imputed assets.

The assets and liabilities we impute are listed in Table 1. Below:

List of Asset and Liability Categories for Imputation

Cash and liquid accounts

Money in checking accounts, prepaid cards, money in savings

accounts, all types of money market accounts and call accounts

at brokerages

Tax-exempt bonds

Tax-free bond mutual funds and tax-exempt bonds (state and
local)

Taxable bonds

Government bond mutual funds, other bond mutual funds,

combination and other mutual funds, other mutual funds, stock

mutual funds, savings bonds, mortgage-backed bonds, US
government bonds and bills, corporate and foreign bonds

Stock

Publicly traded stock

Retirement assets

Sum of IRAs, Thrift accounts and future pensions

Face value of life insurance

Cash value of whole life insurance

Other financial assets

CDs, other managed assets (trusts, annuities, and managed
investment accounts in which PEU has equity interest), other
financial assets including loans from household to someone
else, future proceeds, royalties, futures, non-public stock,
deferred compensation, oil/gas/mineral investment, etc.

Vehicles

Value of all vehicles, including autos, motor-homes, RVs,
airplanes, boats

Personal residences

Other real estate

Land contracts/notes, properties other than the principal
residence, time shared, vacation homes, plus net equity in
non-residential real estate minus installment loans or other
residential debt

Farm assets

Including land

Actively managed business
assets

Net equity if business were sold today, plus loans from
household to business, minus loans from business to HH, plus
value of personal assets used as collateral for business loans
that were reported

Passively owned business
assets

Market value of interest and partnership shares

Other nonfinancial assets

Gold, silver, art, etc.
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Liabilities

Residential debt Mortgage and home equity lines of credit

Other real estate debt Other mortgages, home equity lines and home equity lines of
credit

Credit card debt Credit card debt plus other lines of consumer credit

Other debt Installment loans (vehicle, education, and other) plus margin

loans, and all other debt such as loans against pensions, loans
against life insurance

For each asset and liability, we estimate models separately for married tax units and
unmarried tax units.?’” Because of the nature of how missing data is dealt with in the SCF,
each observation has 5 separate imputations which cannot be treated as independent
observations. Instead, we run each regression for each replicate separately and use an
average of the 5 coefficients.

2.1 Estimation Step One: Asset and Liability Ownership

We first employ a probit model to estimate the likelihood of owning a given asset or

liability, where:
1if PEU i owns an asset or liability

Y= 1 0 otherwise
And we assume a positive amount of an asset or liability when
Pr{Yi=1} = X1*B1 + €1 > 0,

Where Xl is a vector of explanatory variables, B1is a vector of coefficients, and €1 is
assumed to be a standard normal random variable. This is an important first step when
imputing values for variables for which large segments of the population will have zero
values.

The vector of explanatory variables is listed in Table 2 below.

List of Explanatory Variables for Probit and OLS estimation

1. Number of dependents 8. Taxable dividends

2. Age of head of household (10-year bracket dummies) 9. Realized capital gains

3. Wage and salary income 10. Dummy for O values of (1)-(10)

4. Income from farm business 1. Dummy for negative values of (4), (7), and (10)

5. Tax-exempt interest income 12. Interaction term for realized gains and negative dummy
6. Rental income from Schedule E 13. Dummy for whether a PEU itemizes deductions

7. Pension income 14. Separate dummies for filing Schedule C, E, or F

Note: all income variables are defined as the absolute value of the natural log + 1. For three
income variables, the SCF includes values for negative amounts. For these categories, we
include a dummy variable for negative values. For all other income variables, the SCF only
reports that a value was negative, but suppresses the negative value itself.
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Given small sample sizes for some categories of assets and liabilities, some explanatory
variables were dropped due to exact multicollinearity. In addition, for some variables, we
pool married and unmarried observations in the probit estimation to increase sample
size.

Once we obtain an average set of coefficients (B1) from the SCF, we walk those over
to the tax data side and multiply the set of coefficients with the value observed in the
tax model data (X1). We use this equation to calculate the cumulative standard normal
distribution function (CDF):

z = F-1(XT*B1)

The nature o f the CDF is such that we can draw a uniform random number, r,
between O and 1, where the predicted probability of ownership is equal to1if z < r5.

At this point, we undergo a calibration process to ensure that the distribution of
ownership in the tax data is roughly equal to the distribution of ownership which we
observe in the SCF data. We apply separate adjustment factors for married and single
tax units. Before the calibration process, our estimates of overall asset ownership were
anywhere between less than one percentage point to 10 percentage points from
reported totals in the SCF. The average difference was 3.8 percentage points.

At the end of this calibration process, the difference between the SOI tax data and the
SCF data ranges from less than a percentage point to 5 percentage points for any given
asset or liability category, with an average difference of less than 2 percentage points.

2.2 Estimation of Asset and Liability Values

The second estimation equation is conditional on asset/liability ownership, for all tax
units where z < r using the following equation:

INn(w) = X2*B2 + €2
Where In(w) is equal to log value of wealth.

Similar to the process above, we perform a series of OLS regressions on the SCF data
and walk the average coefficients of our OLS regressions over to our tax unit data. We
then multiply the vector of coefficients B2, by the vector of values in the tax unit data X2.
At this point, values are still calculated in the natural log. This is a useful transformation
for non-normal data, such as income, but not meaningful for actual interpretation of
our wealth data. The expected value of each asset and liability, therefore, must be re-
transformed into dollar values.

Given the non-normal nature of the SCF data used for estimation, this equation
normally used to transform log values into dollar values can introduce bias into the
estimation equation. Instead, we follow a methodology used by the Tax Policy Center
(TPC) whereby we multiply exp(X2*B2) by a constant chosen to align the sample means of
the tax unit values to the sample means of the SCF data for each asset and liability. This
adjustment factor is calculated separately for married and nonmarried observations.
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2.3 Adding Forbes Billionaires

As mentioned above, the SCF coverage of the United States falls short at the extreme
top of the income distribution. In addition to this coverage gap, there is the added
challenge that wealth holding in the US has changed substantially between 2019 and
2022, particularly among the ultra-wealthy.?®

Literature in this area generally adds Forbes observations to SCF data and adjusts
weights to account for overlap between the richest observations in the SCF and the
poorest members of the Forbes 400 list. Even after inflating 2019 dollars to 2022 dollars,
however, even the richest observations in the 2019 SCF have values for net worth far
below the poorest members of the 2022 Forbes 400 list.?®

To correct for this and to ensure that our data accurately reflects total wealth in 2022,
we add to our tax data wealth information from the broader Forbes billionaires list, and
then adjust the weights of our observations to ensure we were not double-counting
wealth.*

Because the only information we have about Forbes individuals is their overall net
worth, to generate more complete data we match them to tax unit observations by state,
marital status and income. Once matched, we attribute to them the same set of tax unit
characteristics and a tax unit weight equal to one.

2.4 Imputing Unrealized Capital Gains

Once we have imputed a value for total net worth to each of our tax model records
and to Forbes records, the process for imputing unrealized gains onto our tax model is
more straightforward.

The SCF collects data on four categories of unrealized gains: Primary residence, other
real estate, stocks and mutual funds and actively managed businesses. Using the SCF,
we calculate ratios of unrealized gains to net worth and apply those ratios to imputed net
worth in our tax model.®

Because the ratio of unrealized gains to wealth varies substantially by income group,
we calculate separate ratios by percentile. We also calculate separate ratios for married
and single units, and for units whose unrealized wealth is negative. For example, we
calculate the average ratio of unrealized gains to net worth for married families in the
bottom 20th percentile and apply that same ratio to married families in the bottom
20th percentile in our tax model data. The ratio is unchanged from the ratios which we
observe in the SCF and are applied to our imputed values of wealth.

In calculating these ratios, we removed a small number of significant outliers from the
SCF data, primarily at the very bottom of the wealth distribution.

When we apply these ratios to our tax model data, we do so conditional on their
ownership of a given asset that we estimated during the probit stage. A tax unit cannot
own unrealized stock and mutual fund wealth if we determined that their probability
of owning stocks is zero. The same is true for primary residences, other real estate, and
business ownership.
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Overall, we estimate that unrealized capital gains make up roughly 35 percent of total
wealth, compared to 31 percent in the SCF. This difference can be largely attributed to the
inclusion of Forbes wealth in our estimates. This ratio increases at higher levels of wealth,
with unrealized gains making up almost 70 percent of billionaire wealth. For billionaires

in our tax model, we gave them the same wealth to unrealized gains ratio as was present
for billionaires in the SCF.
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