Governor’s Advisory Council on Individual Income Tax

Meeting 2 – Income Tax Options

The following sections contain the impact analyses for the following options for reforming the individual income tax:

OPTION 1
This option would eliminate the current law itemized deduction for federal income taxes paid during the tax year, reduce the top marginal tax rate to 6.9%, and adjust the income brackets on the rate table to provide tax relief to lower income households.

OPTION 2
This option would eliminate the current law itemized deduction for federal income taxes paid during the tax year, reduce the top marginal tax rate to 6.9%, and provide for a maximum marginal tax rate on capital gains income of 5%.

OPTION 3
This option would eliminate the current law itemized deduction for federal income taxes paid during the tax year, reduce the top marginal tax rate to 6.9%, and provide for a 30% exclusion of capital gains income.

OPTION 4
Similar to Option 1, this option would eliminate the current law itemized deduction for federal income taxes paid during the tax year, reduce the top marginal tax rate to 6.75%, and adjust the income brackets on the rate table to provide tax relief to lower income households.

OPTION 5
Similar to Option 2, this option would eliminate the current law itemized deduction for federal income taxes paid during the tax year, reduce the top marginal tax rate to 6.75%, and provide for a maximum marginal tax rate on capital gains income of 5%.

OPTION 6
Similar to Option 3, this option would eliminate the current law itemized deduction for federal income taxes paid during the tax year, reduce the top marginal tax rate to 6.75%, and provide for a 30% exclusion of capital gains income.

OPTION 7
This option provides for a 30% exclusion of capital gains income, reduces the top rate to 6.9%, and adjusts the bracket boundaries of the tax rate table to provide tax relief to lower income households.

OPTION 8
This option provides for a cap of $3,000 ($6,000 joint) on the deduction for federal income taxes, and reduces the top marginal tax rate to 6.9%.

