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THREE HIDDEN
CONSEQUENCES

The bill reaches far beyond passive

BROADER wealth. It:
THAN IT e Taxes active business income
APPEARS o Creates 3% minimum floor tax on

AGI| over $150,000

e Makes family business sales more
expensive




TAX DEPT ANALYSIS
SHOWS THIS IS BROAD

e Vermont top rate rises to 13.3%

e Highest top marginal rate in the
nation

e Capital gains make up 69% of
taxable Investment base

e Rents, royalties, and passive Income
are Included



PERSONAL INCOME TAX CHANGES
OFTEN BECOME SMALL BUSINESS
TAX CHANGES

Local Business Earns Money

HOW SMALL i
B USI N ESS ES Profit Goes to Owner's Tax Return
ARE TAXED |

Owner Pays Tax as an Individual

EXAMPLES N or BB Small Dairy & Maple
Manufacturer Farms
Construction Specialty Food Independent

Company Producer Retailers




ITEP TAX EQUALITY INDEX

Lowest Lowest Middle
State 20% 40% 60%

CRRILS) 4.8% 9.1% 11.8%
Columbia

Minnesota 6.2% 7.59% 10.1%

New York

California

New Jersey

Maine
Massachusetts
New Mexico

Oregon

Vermont Is already the 3rd most progressive tax system in America.



VERMONT IS ALREADY HIGHLY PROGRESSIVE
— AND RANKED 49TH IN ECONOMIC
OUTLOOK




HIDDEN

CONSEQUENCE

THIS REACHES BUSINESS
OWNERS

Many Vermont businesses are structured
as pass-through entities. That means
business profits are taxed on owners’
personal returns.

That includes

_ocal family businesses
| Cs

-arms

nnNs

Manufacturers

A business owner may look wealthy on
paper while most income Is already
committed to payroll and equipment.



HIDDEN

CONSEQUENCE

THE 3% RULE CAN TAX
INCOME NOT REALLY
AVAILABLE

Example: A business owner reports
$300,000 AGI.

But much of that money may already
be committed to:

e Payroll
e EqQuipment
e Debt Payments

Under this bill, the minimum tax still
applies.



HIDDEN

CONSEQUENCE

SELLING A FAMILY
BUSINESS GETS HARDER

Capital gains make up 69% of the
Investment proceeds tax base.

That means:

Business sales are central to this bill
Retiring owners may face three tax
ayers

~amily and employee transfers
become harder




QUESTIONS

IF AFFORDABILITY IS THE
GOAL, DOES THIS SOLVE
THE RIGHT PROBLEM?

This bill does not directly:

X Build housing

X Lower childcare costs

X Reduce healthcare premiums

But it may:
Reduce business reinvestment

Make succession harder
Hurt workforce recruitment
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