Governor’s Individual Income Tax Advisory Council

Description of Income Tax Options -  3rd Meeting
Six options for reforming Montana’s individual income tax will be discussed at the 3rd meeting of the Governor’s Advisory Council.  All of these options provide for an overall tax reduction of 10% and reduce the top marginal income tax rate to 6.9%.  Three options eliminate the current law deduction for federal income taxes paid during the tax year, and three options provide for a cap on the amount of federal income taxes that can be deducted.

Approach 1:

Eliminate the Deduction for Federal Income Taxes

OPTION 1A:
This option eliminates the deduction for federal income taxes, and reduces the top marginal tax rate to 6.9%.  (This is the same as Option 1, discussed at meeting 2.)

OPTION 1B:
In addition to eliminating the deduction for federal income taxes and reducing the top marginal rate to 6.9%, this option also provides for a tax credit equal to 1% of capital gains income. 

OPTION 1C:
In addition to eliminating the deduction for federal income taxes and reducing the top marginal rate to 6.9%, this option also provides for a maximum marginal rate of 5% on capital gains income.  (This is the same as Option 2, meeting 2.)

Approach 2:

Cap the Deduction for Federal Income Taxes

OPTION 1A:
This option caps the deduction for federal income taxes at $5,000 ($10,000 joint), and reduces the top marginal tax rate to 6.9%.  (This is similar to Option 8 discussed at the 2nd meeting of the Council.)

OPTION 1B:
This option caps the deduction for federal income taxes at $5,000 ($10,000 joint), reduces the top marginal tax rate to 6.9%, and provides for a tax credit equal to 1% of capital gains income.

OPTION 1C:
This option caps the deduction for federal income taxes at $4,000 ($8,000 joint), reduces the top marginal tax rate to 6.9%, and provides for a maximum marginal rate of 5% on capital gains income.

