
TAXES

Here Are the Top 10 Tax Expenditures in
2024
If lawmakers want to raise revenue to o�set the cost of extending the 2017 tax cuts,
these are key targets.

Mar. 08, 2024

By Joy Taylor, Kiplinger Consumer News Service (TNS)

Taxes will be center stage in 2025 and 2026. Much of the 2017 tax law expires after
2025. Most provisions impacting individuals and estates end after 2025. These
include lower tax rates, a bigger child credit, higher standard deductions, and larger
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lifetime estate and gift tax exemptions. Unless lawmakers act to extend the changes,
they will revert to the rules that were in effect for 2017.

Extending the tax breaks won’t be easy, though politicians may feel they have no
other choice. Lawmakers are loath to hike the federal debt. Decades of de�cit
spending have added up to a national debt of more than $34 trillion. Expect Congress
to seek a way to pay for extending some or all of the tax cuts. Politicians might even
use the upcoming 2025 tax debate to lower the debt. Of course, whatever happens
depends in large part on who controls Congress and the presidency.

Some costly current tax breaks will get lots of attention from lawmakers. So we
thought we’d review the 10 largest individual tax expenditures rounded up by the
staff of the nonpartisan congressional Joint Committee on Taxation. 

If lawmakers want to raise revenue to offset the cost of extending the 2017 tax cuts,
these are key targets. Needless to say, an army of lobbyists will defend each of them.

Here are the top 10 expenditures in 2024, starting with the highest one:

1. Tax breaks for pensions, retirement plans and accounts: Tax-deferred pay-ins to
401(k)s, deductible pay-ins to traditional IRAs, tax deferral on account earnings,
etc. 

2. Favorable tax rates on quali�ed dividends and long-term capital gains: The 0%,
15% and 20% rates are much lower than the 37% top rate on ordinary income. 

3. The exclusion from tax for employer-provided health insurance: Employer-paid
health premiums aren’t included in an employee’s taxable wages, even though the
employer can deduct the amounts as a business expense. 

4. The $2,000 per-kid child credit and the $500 credit for other dependents 
5. The health premium tax credit for health insurance that is purchased through an

exchange by people who have no access to affordable employer coverage. 
6. The refundable earned income tax credit for lower-income workers.
7. Charitable contributions for �lers who itemize on Schedule A of the 1040. 
8. The stepped-up basis for inherited property: Under the U.S. tax code, a

decedent’s unrealized gains aren’t hit with federal income tax at death, and heirs
step up their basis in the assets they receive, equal to fair market value on death. 

9. The 20% quali�ed business income deduction on pass-through income: People
who are self-employed and individuals who own pass-through entities (such as
partnerships, LLCs, S corporations and some trusts) can deduct 20% of their
quali�ed business income, subject to restrictions for upper-incomers. 

0. Treating between 15% and 100% of Social Security bene�ts as tax-free.
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