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We have all heard of Senator Elizabeth Warren’s proposed ‘millionaire tax’—policy (different than 
the state version that passed in MA) that would assess an increased tax rate on the rich, 
beginning with those with a net worth of $50 million or more and steadily increasing from 
there.   
   
The proposal didn’t gain traction legislatively last Congress, but some blue states see 
opportunity in federal inaction—legislators in seven states (California, Connecticut, Hawaii, 
Illinois, Maryland, Minnesota, New York & Washington) have introduced their own package of 
bills that would focus on taxing people they see as the ‘ultra-rich.’ The initiative is coordinated 
by a tax policy project called Fund our Future.  
  
The bills range from a first of its kind tax on assets to taxes on capital gains, unrealized gains, 
mark-to-market, and estate tax. The proposals do not currently contain a reference to annuities 
or life insurance: 

• California: Changes to taxable authority, tax on net assets above $50 million. 

• Connecticut: 5% surtax on capital gains for individuals with 500,000 in income and 20% 
for those with 100 million or more in assets. 

• Hawaii: Impose ordinary tax rate on capital gains and estate tax on transferred property.  
• Illinois: Tax on net assets above $1 billion, mark to market taxed at 4.95%. 
• Maryland: additional 1% capital gains for $250,000. 
• Minnesota: Lower estate tax threshold from $3 million. 

• New York: Tax on net assets above $1 billion, 7.5% increase in capital gains for married 
couples with income above $550,000, and 15% above 1.1 million.  

• Oregon: Add 13% tax bracket for incomes above $500,000. 
• Washington: 1% property tax on assets above $250 million – including unrealized 

gains.   
  
The supporters of these tax hikes hope their state action will lead to federal action—but it won’t 
be that easy. When states have high taxes, nothing stops people from leaving the higher tax 
state for one with a friendlier tax climate.  
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To that end, in part due to federal stimulus funds, many states have cut income taxes and are 
now reaping the benefits of a better tax climate and budget surpluses to match. It is hard to 
argue the correlation between the drop in population in high-tax states like California, New 
Jersey, and New York and the increase in population in low-tax states such as Florida, Idaho, 
and Texas—that is a data point that legislators in all states will be paying close attention to  
  
In conclusion, just because legislation has been introduced does not mean it will pass in its 
current form—if at all. Further, legal challenges will likely follow any effort to pursue these 
initiatives. Finseca will be monitoring the legislative discussion and action moving forward, 
especially as it pertains to any tax threats on the work of the profession.  
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