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Key Findings
e Individual income taxes are a major source of state government revenue, accounting for 37 percent of state tax collections.

e Forty-three states levy individual income taxes. Forty-one tax wage and salary income, while two states-New Hampshire and Tennessee-exclusively tax

dividend and interest income. Seven states levy no income tax at all.

e Of those states taxing wages, nine have single-rate tax structures, with one rate applying to all taxable income. Conversely, 32 states levy graduated-rate

income taxes, with the number of brackets varying widely by state. Hawaii has 12 brackets, the most in the country.

e States’ approaches to income taxes vary in other details as well. Some states double their single-bracket widths for married filers to avoid the “marriage
penalty.” Some states index tax brackets, exemptions, and deductions for inflation; many others do not. Some states tie their standard deductions and

personal exemptions to the federal tax code, while others set their own or offer none at all.

Individual income taxes are a major source of state government revenue, accounting for 37 percent of state tax collections.!! Their prominence in public
policy considerations is further enhanced by the fact that individuals are actively responsible for filing their income taxes, in contrast to the indirect payment

of sales and excise taxes.

Forty-three states levy individual income taxes. Forty-one tax wage and salary income, while two states-New Hampshire and Tennessee-exclusively tax
dividend and interest income. Seven states levy no income tax at all. Tennessee is currently phasing out its Hall Tax (income tax applied only to dividends and

interest income) and is scheduled to repeal its income tax entirely for tax years beginning January 1, 202121

Of those states taxing wages, nine have single-rate tax structures, with one rate applying to all taxable income. Conversely, 32 states levy graduated-rate
income taxes, with the number of brackets varying widely by state. Kansas, for example, imposes a three-bracket income tax system. At the other end of the

spectrum, Hawaii has 12 brackets, and California has 10. Top marginal rates range from North Dakota’s 2.9 percent to California’s 13.3 percent.

In some states, a large number of brackets are clustered within a narrow income band; Georgia’s taxpayers reach the state’s sixth and highest bracket at

$7,000 in annual income. In the District of Columbia, the top rate kicks in at $1 million, as it does in California (when the state’s “millionaire’s tax” surcharge is

included). New York and New Jersey’s top rates kick in at even higher levels of marginal income: $1,077,550 and $5 million, respectively.

States’ approaches to income taxes vary in other details as well. Some states double their single-bracket widths for married filers to avoid the “marriage
penalty.” Some states index tax brackets, exemptions, and deductions for inflation; many others do not. Some states tie their standard deductions and personal
exemptions to the federal tax code, while others set their own or offer none at all. In the following table, we provide the most up-to-date data available on

state individual income tax rates, brackets, standard deductions, and personal exemptions for both single and joint filers.

The 2017 federal tax reform law increased the standard deduction (set at $12,200 for single filers and $24,400 for joint filers in 2019), while suspending the
personal exemption by reducing it to $0 through 2025. Because many states use the federal tax code as the starting point for their own standard deduction
and personal exemption calculations, some states that are coupled to the federal tax code updated their conformity statutes in 2018 to either adopt federal

changes or retain their previous deduction and exemption amounts.

Notable Individual Income Tax Changes in 2019

Several states changed key features of their individual income tax codes between 2018 and 2019. These changes include the following:

e As part of a broader tax reform package, Kentucky replaced its six-bracket graduated-rate income tax, which had a top rate of 6 percent, with a 5 percent
single-rate tax[3!

e New Jersey created a new top rate of 10.75 percent for marginal income $5 million and above 4

e Inadopting legislation to conform to changes in the federal tax code, Vermont eliminated its top individual income tax bracket and reduced the remaining

marginal rates by 0.2 percentage points across the board.l%]
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lowa adopted comprehensive tax reform legislation with tax changes that phase in over time. For tax year 2019, income tax rates are reduced across the

board, and in 2023, subject to revenue triggers, nine brackets will be consolidated into four, with the top rate reduced to 6.5 percent.é]

Idaho adopted conformity and tax reform legislation that included a 0.475 percentage point across-the-board income tax rate reduction.”)

Missouri eliminated one of its income tax brackets and reduced the top rate from 5.9 to 5.4 percent as part of a broader conformity and tax reform effort.
[8]

Utah reduced its single-rate individual income tax from 5 to 4.95 percent.m

Arkansas is unique among states in that it has three entirely different rate schedules depending on a taxpayer’s total taxable income. In 2018, Arkansas

adopted low-income tax relief legislation that reduced marginal rates in the lowest-income schedule, as well as the lowest rate in the next income

schedule!*!

Georgia reduced its top marginal individual income tax rate from 6 to 5.75 percent as part of a conformity measure, but this provision is set to expire at the

end of 2025 when income tax changes are scheduled to sunset at the federal level.[11]

North Carolina’s flat income tax was reduced from 5.499 to 5.25 percent.[u]

How High Are Income Tax Rates in Your State?
Top State Marginal Individual Income Tax Rates, 2019

vill NH**
8.75% 5.00%

MI*
4.25%
I OH
IN*  5.00% MA*
4.95% 323% 5.05%
MO KY* R
5.40% 5.00 5.99%

NC* Tl

TN

oK 2.00% 5.25% 6.99%

5.00% NJ .

Ms AL 10.75%

500% 5.00% DEN

6.60%

MD I

. 5.75%

- Dcl
. 8.95%

HE ™

11.00% P

Note: (*) State has a flat income tax. (**)State only taxes interest and dividends income.
Map shows top marginal rates: the maximum statutory rate in each state. This map does not

Top State Marginal Individual
Income Tax Rate

show effective marginal tax rates, which would include the effects of phase-outs of various I l I I I I I I
tax preferences. Local income taxes are not included.

Source: Tax Foundation; state tax statutes, forms, and instructions; Bloomberg BNA. Lower Higher
TAX FOUNDATION @TaxFoundation

https://taxfoundation.org/2019-state-individual-income-tax-rates-brackets/

2/4


https://files.taxfoundation.org/20190320120532/PIT-2019-FINAL.F-01.png

5/16/2019 2019 State Individual Income Tax Rates and Brackets | Tax Foundation

State Individual Income Tax Rates

Single Filer
State Rates Brackets
Ala. 2.00% > $0
(b, f, g9) 4.00% > $500
5.00% > $3,000
Alaska none
Ariz. 2.59% > $0
(e, h) 2.88% > $11,047
3.36% > $27,614
4.24% > $55,226
4.54% > $165,674
Ark. 0.90% > $0
(d, e, r, bb) 2.50% > $4,500
3.50% > $8,900
4.50% > $13,400
5.00% > $22,200
6.90% > $37,200
Calif. 1.00% > $0
(a, e, r, s, ff, hh) 2.00% > $8,544
4.00% > $20,255
6.00% > $31,969
8.00% > $44,377
9.30% > $56,085
10.30% > $286,492
11.30% > $343,788
12.30% > $572,980
13.30% > $1,000,000
Colo. 4.63% of federal taxable income
with modification
Conn. 3.00% > $0
(t, u, bb) 5.00% > $10,000
5.50% > $50,000
> $100,000

6.00%

Notes

Married Filing Jointly

Rates Brackets
2.00% > $0
4.00% > $1,000
5.00% > $6,000

none
2.59% > $0
2.88% > $22,092
3.36% > $55,226
4.24% > $110,450
4.54% > $331,346
0.90% > $0
2.50% > $4,500
3.50% > $8,900
4.50% > $13,400
5.00% > $22,200
6.90% > $37,200
1.00% > $0
2.00% > $17,088
4.00% > $40,510
6.00% > $63,938
8.00% > $88,754
9.30% > $112,170
10.30% > $572,984
11.30% > $687,576
12.30% > $1,000,000
13.30% > $1,145,960

4.63% of federal taxable income

with modification

3.00%
5.00%
5.50%

vV V VvV Vv

$0
$20,000
$100,000
$200,000

$2,500

n.a.

$5,535

$2,200

$4,401

$12,200

n.a.

Standard Deduction

Single Couple Sir

$7,500

n.a.

$11,059

$4,400

$8,802

$24,400

n.a.

[11y.s. Census Bureau, “State & Local Government Finance,” Fiscal Year 2016, https://www.census.gov/data/datasets/2016/econ/local/public-use-

datasets.html.
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