Before the state of Vermont claims the 1%’s "$57,000 tax cut,” let’s make sure it exists
By Bill Shouldice, Commissioner, Vermont Department of Taxes
With election season here, taxes are all over the news and social media and sometimes it’s hard to know what’s accurate. Recently, I’ve gotten into work in the morning all fired up about something I saw online — so I ask the experts on my staff at the Department of Taxes what they make of it. Most of the time, their answer is a polite version of, “That’s total garbage, Bill, and you really need to stop looking at Facebook so much.”  But when a claim shows up often enough, in enough places, it starts to feel true. That’s exactly when it’s worth slowing down and fact-checking.
Since Congress passed the One Big Beautiful Bill Act, or OBBBA, in 2025, I’ve seen lots of posts about how Vermonters could be impacted on their federal taxes. One hot take that keeps coming up — and seems to have gotten even more momentum recently — is the idea that OBBBA gives the top 1% of Vermonters an average tax cut of $57,000. 
This federal tax cut figure is usually paired with a call to make Vermont’s wealthiest pay more state income taxes toward funding new initiatives. After all, they just saw a massive federal tax cut, right? Well, as my staff and the Legislature’s nonpartisan fiscal staff explained this past session, that’s not what actually happened.
High-income taxpayers did see a federal tax cut from the first Trump Administration’s Tax Cuts and Jobs Act, back in 2017. During the 2018 legislative session that followed, Vermont legislators responded – raising state income taxes on those top earners to “recoup” or “claw back” some of those federal tax cuts. What the OBBBA did last year was extend those existing tax cuts rather than let them expire. That popular $57,000 figure actually relates to the average tax increase high earners would have seen if the 2017 Trump tax cuts had expired.	Comment by Sameroff, Rebecca: CORRECTION!
Getting specific: Vermont’s highest earners don’t suddenly have $57,000 in their bank accounts that they didn’t before the OBBBA happened. And if we want to fund a new initiative here in Vermont, the truth is that it will require a new and very real tax increase on Vermonters.
How much to tax high earners is a debate worth having, but the facts are important. For one, wealth and income aren’t the same thing, and a surcharge on the highest income filers will not necessarily hit “the wealthy.” In Vermont, our tax data consistently shows that high income tends to be a one-time event -- like selling a business or farm.
In fact, of all the Vermonters who earned enough to make it to the top 1% in the past decade (reporting income of roughly $500,000 or more), almost half reached that income level only once over the ten-year period. Only about 700 filers hit that mark every year. 
For many Vermonters, selling their farm or business is their retirement plan. So when advocates call to tax “the wealthy,” they are really proposing that the state take an even larger bite out of the money older Vermonters are counting on to support them for years to come. 
Whether we’re talking about “one-time events” or one of the 700 consistently high-income individuals, these Vermonters are already paying some of the highest income taxes in the country. Some people point to the 4% surcharge on income over a million dollars that Massachusetts enacted in 2023 and claim that Vermont should try something similar.
Well, you might be surprised to learn that a Vermonter making a million dollars in 2026 is already paying about $30,000 more in state income taxes than they would in Massachusetts, even with their new “millionaire tax.” In fact, they already pay more than they would in all but four other states in the country. Even at ten million dollars of income, that person is still paying more in Vermont than they would in Massachusetts.
But, unlike Massachusetts and other high tax states like New York and California, Vermont just doesn’t have the kind of industry where people earn that kind of income on a regular basis. 
In a given year, Vermonters with income over $500,000 currently pay about a third of all the income taxes the State receives. The top 10% pays about 65%. The bottom 50% of filers contribute a little less than 3%. Overall, Vermont has one of the most progressive state tax systems in the country. We also are one of just twelve states in the country with an estate tax, which is the only type of tax that truly applies to accumulated wealth.  
I get it – taxes are confusing and who really wants to go deep on tax policy? No doubt it’s a lot easier to take a headline or a social media post and run with it - I have certainly been guilty of that! But to have productive conversations on improving our tax system or paying for new initiatives, we need to separate the facts from the spin. Vermont voters and taxpayers deserve that from us.   
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Fodder for “handy source sheet”
Source: Vermont Department of Taxes, personal income data for tax year 2024. https://tax.vermont.gov/data-and-statistics/income-tax, see AGI Percentile table.
Data and methodology:
Vermont Department of Taxes data for tax year 2024 indicate that adjusted gross income (AGI) of approximately $500,000 corresponds to the threshold for the top 1% of Vermont resident income tax filers. The income thresholds are used to identify the groups referenced in the op-ed. 

The shares of income tax paid by the top 1%, top 10%, and bottom 50% are calculated by comparing the total income tax attributable to each group with total Vermont resident income tax collections represented in the data.
Note that Tax Year 2024 is the most recent tax year for which complete data is available. Filing for Tax Year 2025 concluded on October 15, 2026.

Save fodder below for potential media questions or a future explainer doc!
“To be fair (and a bit wonky for a second) the OBBBA allowed businesses to take some expenses all at once rather than spread them out over many years. This will benefit business owners in the near term but is a wash over time in terms of what they owe.”
Key figures:
· Top 1%: Approximately one-third of Vermont income taxes; associated with AGI of roughly $500,000 or more.
· Top 10%: Approximately 65% of Vermont income taxes; associated with AGI of roughly $180,000 or more. 	Comment by Mearhoff, Sarah: Perhaps too little too late: Would it be possible to snag the AGI of this group, too, @Feldman, Jake and @Magnus, Abigail? Cherry on top but not totally necessary.	Comment by Mearhoff, Sarah: GORGEOUS, whoever did this! I think it's helpful/illustrative to include these $ amounts but I am open to being vetoed if there's a con I'm not anticipating.
· Bottom 50%: Slightly less than 3% of Vermont income taxes; associated with AGI of roughly $45,000 or less. Important to note that this figure only represents Vermonters that meet the income threshold to file income taxes. 

Tax Department Presentation to House Ways and Means Committee (4/15/2026) – This testimony was responsive to a legislative proposal to increase taxes on investment income. The slides discuss which taxpayers benefitted from OBBBA and show what high-income Vermonters pay in income taxes versus other states. 
JFO Testimony to Senate Finance Committee (2/25/26) : This testimony includes analysis of Vermont personal income tax returns by adjusted gross income, and shows how the percentiles for federal vs. Vermont AGI are different, with the federal top 1% AGI being 27.4% higher than in Vermont in 2022. 	Comment by Feldman, Jake: If we were to specifically call out anything in the slide deck, why would it be that? And not the thing that's actually related to the op-ed?
	Comment by Connizzo, Katelyn: I think maybe that gets to the heart of why the sources need this treatment - but I wasn’t sure what exactly in this presentation we ought to call out?	Comment by Mearhoff, Sarah: Do you have suggestions for a different portion/slide/aspect to call out, @Feldman, Jake?	Comment by Feldman, Jake: the second part is fine but the first part about federal 1% being higher than 1% is not related and the vermont return counts look off to me
Note that for the estimate of change in Vermonter’s Federal Income Tax Liability, JFO reasonably used Joint Committee on Taxation  estimates which are based on if the TCJA had been allowed to expire 

Institute on Taxation and Economic Policy Correction emailed to Ways and Means (4/16/2026): In their initial testimony to House Ways and Means, ITEP, a non-partisan think tank, presented the $57,000 tax benefit for the highest income Vermonters. They later sent a clarification to the Committee that the $57,000 assumed a TCJA expiration. TCJA cuts were extended in OBBBA, so, as ITEP notes in their correction, the $57,000 figure is no longer relevant. 
This correction email cites a lower estimated figure - $25,000 – which is attributable to business-side tax cuts related to the timing of expenses see https://taxfoundation.org/blog/corporate-taxes-may-appear-lower-obbba/ for a description
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