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PREFACE

The Fiscal Survey of the States is published semi-annually by the National Association
of State Budget Officers (NASBO) and the National Governors’ Association (NGA). The
series was started in 1977. The survey presents aggregate and individual data on the
states’ general fund receipts, expenditures, and balances. While not the totality of state
spending, these funds are used to finance most broad-based state services, and are the
most important elements in determining the fiscal health of the states. A companion
survey is now performed annually that includes all state spending.

‘The field survey on which this report was based was conducted by the National
Association of State Budget Officers from July through September 1987. The
. questionnaires were completed by Governors’ state budget officers.

Fiscal 1988 will close for forty-six states on June 30, 1988. New York’s fiscal year
ends on March 31, 1988. Texas’ fiscal year will close August 31, 1988, and Michigan’'s
and Alabama’s on September 30, 1988. Fiscal 1987 number are still estimated amounts.
Fiscal 1988 and fiscal 1989 budget data reflect the enacted appropriated budget.

The Fiscal Survey of the States, September 1987, is the result of a cooperative effort
of the National Governors’ Association and the National Association of State Budget
Officers. Text and data for the report were written and assembled by Karen M. Benker
of the National Association of State Budget Officers. Additional support was provided by
Arlene Preston and Larry Dzieza. Rae Young Bond of the Office of Public Affairs of the
National Governors' Association edited and coordinated production for the report. -



EXECUTIVE SUMMARY

The word that most aptly describes state budgets for fiscal 1988 is "frugal.”  States
held the line on spending increases for the newly enacted budgets and few new spending
initiatives were adopted. In most instances, the 1988 budget simply maintains existing
services and offers selective program enhancements.

* Despite small expenditure increases projected for fiscal 1988, states had an unusually
active tax year, substantially raising tax levels. In dollar terms, the amount of revenue
raised by state tax increases over the past decade was surpassed only in 1983, during the
height of the last recession. Aside from simply increasing revenues, major reform of
personal income tax systems was undertaken in about half the states, spurred by state
conformity to federal tax laws. Clearly, 1987 has earned the distinction of being a
landmark year for state tax developments. '

These actions ~ small budget increases and numerous tax changes — effectively
illustrate the result of slow to moderate growth of the national economy. However,
economic performance across regions of the country varies greatly. The New England
and Mideastern states continue to be the model of a flourishing economy. However,
states in the Southwest and Rocky Mountain regions still are experiencing difficult times
attributed to a weak energy sector, while farm states continue to cope with a poor-
performing agricultural economy.

Major findings of this survey include:

| Thirty-three states raised tax levels in 1987 by $6.6 billion, while six states lowered
taxes by $0.5 billion, for a net increase of $6.1 billion. The only other year in
recent times that exceeded this dollar amount was 1983, when 38 states raised taxes
by $7.4 billion.

| Most state personal income tax systems conform to some degree to the federal
income tax. When Congress adopted major federal tax reform in 1986, these
changes significantly affected state taxes. Without offsetting changes, states would
have accumulated an additional $6 billion in new tax dollars. However, 31 states
to date have addressed the issue of conformity and have returned 81 percent of this
estimated "windfall® to the taxpayers.



As a result of altering state personal income tax codes primarily to adjust for the
“windfall," many states adopted sweeping income tax reform. In total, 22 states
and the District of Columbia revamped their personal income tax codes by
broadening their tax bases, increasing personal exemptions and standard
deductions, altering the number of tax brackets, and lowering tax rates.

Expenditures for fiscal 1988 show the smallest increase since the recession.
Enacted budgets will grow only 5.7 percent over the prior year, but wi:en adjusted
for inflation, the real increase is only 1.1 percent.

Projected year-end balances for fiscal 1988 are extremely meager. Only $3 billion,
equaling 1.3 percent of expenditures, is set aside to protect states against adverse
changes in the economy and erroneous revenue and/or expenditure forecasts.
Three states are actually projecting deficits for the year. Fiscal 1987 ended with
only a $3.5 billion ending balance equaling 1.6 percent of expenditures.

Thirty-six states now have established budget stabilization funds. Although they
are widely endorsed by states, few states have been financially able to place
sufficient dollars into these funds. For fiscal 1987, budget stabilization funds
contain $1.9 billion, which equals only 0.9 percent of expenditures. In fiscal 1988,
the funds will be $2.3 billion or 1,0 percent of expenditures.



I. STATE EXPENDITURE DEVELOPMENTS

Expenditure Growth Rates. Since fiscal 1985, annual state spending growth rates have
been shrinking each year. From that year’s high of 10.2 percent, growth in state
spending decreased to 6.3 percent in fiscal 1987 and 5.7 percent for appropriated fiscal
1988. In real terms, state expenditures have risen 2.6 percent for fiscal 1987 and 1.1
percent for 1988, respectively. The size of state government continues to grow, but
the pace of growth has slackened off dramatically in recent years.

Overall, state spending patterns show that states are maintaining existing services and
offering few new initiatives that would increase spending. Budgets that simply maintain
current services are the norm. This is primarily the case because the national economy
has been performing at modest growth levels, which precludes substantial new revenues
from flowing into state treasuries.

As helpful as national averages are in summarizing state fiscal conditions, it is
important to remember that there is always a wide range of differences among states.
For example in fiscal 1987, there are six states where spending in nominal dollars will be
less than the prior year. The largest declines in spending occur in Alaska, down 14
percent; Louisiana, 11 percent; and Alabama, 8 percent. When inflation is taken into
account, these percentages are even larger. However, economic prosperity is still
pervasive in the New England region where nominal budget increases in fiscal 1987 are
substantially above the average. For example, Connecticut and Maine increased their
budgets by 10 percent, and Massachusetts’ budget rose by 11 percent. Regional
economic differences still exist and are very discernable.

In summary, 23 states increased spending by 5 percent or less for fiscal 1987 and 19
states will increase spending in that range for fiscal 1988 (see Table 1). Each year, nine
states recorded expenditure increases of 10 percent or more. Early indications for fiscal
1989, demonstrated by the 16 states that have adopted biennial budgets, show that
spending rates will remain about the same. No major shifts in budget policy are
anticipated, assuming the economy expands at its current pace.



Map 1
Real Expenditure Growth in Fiscal 1988 State Budgets

Table 1
ANNUAL GENERAL FUND EXPENDITURE INCREASES
Nominal Cbange Real Change
Budger Fiscal 87 Fiscal 88 Fiscal 89 Fiscal 87 Fiscal 88 Fiscal 89
Growth Rate (Esﬂmqtecg (Appropriated) (Appropriated) (Estimated) (Appropriated) (Appropriated)
Less than 0% 6 4 1 17 i7 9
0-5% 17 15 8 20 24 6
5-10% 18 22 6 11 9 i
Over 10% 9 9 1 2 0 0
Total Stares 50 50 16+ 50 50 16 *

Average Growth )
Rate 6.3% 57% 6.3% 2.6% 1.1% 1.2%

* Figures represent states with biennial budgets.

NOTE: The state and local government implicit price deflator was used to change nominal dollars Into real
dollars, Real increase figures do not take into account population growth.




It is interesting to compare the NASBO/NGA survey released in March 1987, which
was based on Governors’ recommended budgets for fiscal 1988, with current
appropriations. At that time, Governors proposed an aggregate 3.9 percent increase,
which was substantially lower than the legislatively enacted 5.7 percent increase. In
dollar terms, legislators appropriated $5 billion more than the Governors requested. A
portion of that additional spending was financed through tax increases.

Map 2
Fiscal 1987 Budget™ Cuts

] No Cuts

B Cut 3% or Less
B Cut 3% to 5%
I Cut 5% or More

Budget Cuts. One of the best indicators of a state’s fiscal health is whether a state cuts
its budget after it has been enacted into law. Almost half of the states made budget cuts
that totaled $3.0 billion during fiscal 1987. In total, twenty-four states made budget cuts
ranging from $2.3 million in South Dakota to $668 million in Texas. In percentage terms,
the largest cuts occurred in Montana, 9.7 percent; Alaska, 7.5 percent; Arizona, 6.6
percent; Texas, 5.8 percent; Arkansas, 5.4 percent; and North Dakota, 5.1 percent. Most
states that made cuts are located in the western half of the country. Appendix Table A-7
provides specific state information, while Graph 1 shows recent trends in the number of
states cutting their budget.

In most states, authority to cut the budget lies with the Governor, usually as means
to manage state expenditures without calling special legislative sessions. Governors
often have discretion over how the budget cuts are enacted and what programs may be
" held harmless from the cuts. This year, as in the past, Governors attempted to protect




the education budget from cuts or reduced these budgets less than those of other state
functions. This was true in Illinois, Minnesota, Montana, Oklahoma, "Texas, and
Wisconsin. Other areas protected from cuts included income maintenance programs,
corrections, and aid to local governments. )

The number and size of budget reductions in fiscal 1987 is unusually high for a non-
recession year. There are two reasons for this. First, the fiscal situation in certain
regions of the country w..': clearly distressed-particularly states that rely heavily on the
energy sector. Second, since the taxpayer revolt in the late 19705 and early 1980s, state
budget officials have altered their budget practices by greatly reducing the normal size of
state year-end balances. 'With such small ending balances, state officials have few options
to choose from when balancing budgets, even when only minor setbacks materialize.

Graph 1
State Budget Cuts, FY 1982 to FY 1987
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State Employees. Personnel costs are one of the largest components of a state budget.
The size of employee compensation packages, or other adopted measures affecting the
workforce, generally reflect the health of state finances.

Salary compensation packages adopted for fiscal 1988 are modest in size. No
across-the-board or cost-of-living increase is more than the 6 percent increases adopted
by Hawaii and New York. Otherwise, annual raises of 2 or 3 percent are common.
Thirteen states and the District of Columbia report no general salary increase. Cost-of:
living increases are being eliminated in most financially pressed states west of the
Mississippi. Employees in a few of these states will be eligible for merit or step
increases, but in some instances state employees will not receive any additional
compensation. Appendix Table A-8 summarizes salary compensation packages.




The growth in the size of state workforces is slowing markedly. As presented in a
past survey, between 1985 and 1986, the growth rate for new employees was 0.9 percent
on a full-time equivalent basis, excluding elementary, secondary, and higher educarion
employees. Between 1986 and 1987, state workforces grew only 0.4 percent. The U.S.
Census Bureau estimates annual population growth at 0.9 percent, which means that state
workforces did not keep pace with populaton growth.

Once again, ere are significant differences between states (see Appendix Table A-9).
Some of the largest iccreases in state employment occurred in Arizona, up 5.2 percent;
New Hampshire, 4.3 percent; and Maryland, 4.1 percent. An unusually high number -- 21
states - reported that their workforces either maintained the same size as the previous
year or actually shrunk in size. The largest decreases were found in South Dakota, down
7.1 percent; Iowa, 7 percent; and Alaska, 4.3 percent.

Several states have reported lay-offs for fiscal 1987 and expect lay-offs in fiscal 1988
(see Table 2),

Table 2
STATE LAY-OFFS

 Number of Employees

Stare 1987 1988
Alaska* 597 ) . 572
Arkansas 240
Colorado 150-200
Lllinols 1,758
Louisiana 752 .
Mississippi** © 460
Montana 145
New Jersey** ) 150
New York** 95 585
North Dakota®* 350
Oklahoma 20
Texas** . 150

*  Alaska deleted positions, but did not necessarily have lay-olfs.

**  States reported lay-offs resulting from government reorganization or closing of institutions, which may
not reflect tight fiscal condidons.

States are also searching for other methods to cut employee costs, and a popular
policy this year has been to offer early retirement programs. Arkansas, California, Ohio,
Oklahoma, Texas, Utah, and Wyoming have used this approach. Three states — Arizona,
Colorado, and Oklahoma - reported temporarily reducing state pension contributions as
a means to cut state expenses. Other states have delayed salary increases to begin
sometime after the fiscal year begins.

AFDC Benefit Increases. For the first time since this survey was instituted, benefit
increase information for the federal-state Aid to Families with Dependent Children
(AFDC) income maintenance program was collected. Most states do not provide
automatic cost-of.living adjustments to the monthly welfare stipend and must appropriate
increases. For fiscal 1988, benefit increases ranged from 1.0 percent to 14 percent;
however, 22 states did not provide for any increase (see Table 3).



Table 3
COST-OF-LIVING INCREASES FOR AID TO FAMILIES WITH DEPENDENT CHILDREN
(AFDC), FISCAL 1988

State % Increase State % Increase
Alabama 0.0 Montana 0.0
© flaska 2.0 Nebraska 0.0
Arizoma 0.0 Nevada* 14.0
Arkansas 6.79 New Hampshire* 2.0
California 26 New Jersey 5.0
Colorado* 2.9 New Mexico 2.0
Connecticut L9 New York* 8.0
Delaware 0.0 North Carolina . 12.2
District of Columbia 4.0 North Dakota 4.0
Florida* 4.0 Ohio* 0.0
Georgia 2.5 Oklahoma 0.0
Hawaii 0.0 Oregon* 4.0
Idaho 0.0 Pennsylvania® 5.0
Illinois 0.0 . Rhode Island 4.0
indiana 12.5 South Carolina 0.0
Iowa 0.0 ‘ South Dakota 0.0
Kapsas : 15 Tennessee 2.67
Kenwucky 0.0 Texas 0.0
Louisiana 0.0 Urah 0.0
Maine 25 Vermont 2.0
Maryland 4.0 Virginia 0.0
Massachusetts 7.0 Washington 0.0
Michigan 3.0 "West Virginiz N/A
Minnesota 0.0 Wisconsin 0.0
Mississippi 0.0 Wyoming ) 0.0
' Missouri 1.0 )
*Notes:
Color~do Increase effective January 1988.
Florida Increase cffective January 1988, '
Nevada For recipients with housing allowances, the increase is 5.3%.
New Hampshire The increase for fiscal 1989 is 2.0%.
New York Increase effective January 1988,
Ohio For fiscal 1989, a 4% increase Is effective January 1989,
Oregon For flscal 1989, the increase is 2.0%.

_Pennsyivania Increase effective January 1988.

Tax and Expenditure Limitations. Forty-nine states have constitutional or statutory
balanced budget requirements_and 20 states also have tax or expenditure limitations.
New Mexico was the latest state this year to adopt a limit, '

Typically, these limitations operate by constraining the annual spending increase
allowed for state government budgets. The spending ceilings usually are determined by
such factors as the annual increase in the consumer price index, the increase in state
personal income, and the change in population, Up until just a few months ago, few
States were being hampered by these limits or caps, which originated during the "Tax
Revolt" era. Recently four states have surpassed or have nearly reached their allowable
expenditure or revenue ceilings and may have to act to avoid triggering the limit. These
are: -

California. As a result of stronger than anticipated revenue collections in fiscal 1987, the
Governor has proposed and the legislature adopted a $1.1 billion tax rebate in the form
of personal income tax credits. Some groups in the state are working to call for a




popular vote to alter the limitation, so the excess revenue can be used toincrease
education spending. Fiscal 1988 may also be affected by the limitation.

Massachusetts. Even though the state adopted its revenue limit just last year, the state
auditor has reported that the state is $29 million over the ceiling for fiscal 1987. A
personal income tax credit probably will be the vehicle for rebating the excess revenues,
but litigation over the issue is expected. Fiscal 1988 revenues appear to be comfortably
under the limit, '

Missouri. The legislative decision to retain the income tax windfall may have triggered
the revenue limitation for fiscal 1988 and 1989. State officials will not be sure until later
in the year if a tax rebate is necessary. Under the cap, the state may exceed the limit by
1 percent, but if revenues are above that figure, the total excess must be refunded.

Oregon. For the 1987-89 biennium, the state surpassed its appropriation limit by $95
million.

Placing limits. on. government spending still has popular appeal. In recent years,
states that provide for the citizen initiative process have seen similar limitations appear on
the ballot almost every two years. Thus far, the more radical measures have failed.

I

Aid to Local Governments. The $4.6 billion federal general revenue sharing program
for local governments was terminated by Congress last year. It appears that the federal-
local partnership that evolved during the 1960s is slowly being phased-down and, as a
result, local governments will increasingly depend on state governments for funds. As
the federal monies shrink, states will be faced with two options: to appropriate more
state dollars for local governments to spend or to empower them with greater taxing
authority. ' ' : ' :

States adopted numerous initiatives this year to provide increased support to cities
and counties. Most of these actions (see Table 4) give local governments more latimde
in carrying out their responsibilities.  Of the 18 states that increased local government
- taxing authority or provided additional aid, seven states specifically identified the loss of
general revenue sharing as one of the motivations for granting aid.

Table 4 '
NEW STATE INITIATIVES TO AID LOCAL GOVERNMENT

Callfornia State assumed responsibility of trial courts from local governments for a savings to local
governments of $350-$375 million. .

Colorado Cultural district sales tax subject to voter approval in Denver metropolitan area.
Gave De;rm:r convention center funds.
Allows counties to levy a tourist sales tax of 1/10%.
Allows counties to imposc sales tax in special districts.
(coniinued)



Table 4 ¢

NEW STATE INITIATIVES TO AID LOCAL GOVERNMENT

Connectlcut

Florida

Idaho

Kentucky

Massachusetts

Missouri
: Monitana '
Nevada
New Jersey-

North Carolina

North Dakota

Ohio

Rhode Island
South Dakota

Vermont

Virginia

Established Property Tax Relief Fund.
Revised formula grarnts 1o provide addidonal funds.

Additional aid to meet state-mandated teacher salary enhancement.

Expanded sales tax base which rose one-half cent, which is distributed to cities and
counties,

Passed one-cent local option tax.

Locals will recelve 13.75% of stare’s new sales tax increase {previously allowed 13.75%
of first four cents),

Established county medical assistance fund to allow them to match federal Medlcaid
funds for county’s medical indigent programs,

Changed formula for disbursing Local Government Economic Assistance Fund. Now
they will get 12% of amount collected in 1988 (was 50% of amount over $177.6
million).

FY87 budget added $60 milllon in replacement of GRS loss.
FYB7 budger distributed additional $180 .million in unrestricted aid.
FY88 budget increase in unrestricted aid is $135.6 million.

State changed proposition 2-1/2 tw allow override of cap by majority referendum
rather than two-thirds vote.

Greater authority to levy sales tax subject to voter approval,
Distribution of lottery revenues.
Increased the property tax Hd from 4.5% to 5% and thereafter, 6%.

Proceeds from tax amnesty program (cstimated $50 million) are appropriated to state’s
most distressed cities.

Increase in local option sales tax
Allow room occupancy taxes,

Increase aid for school capital projects.

Allow additional 1% city lodging and restaurant tax for city visitors promotlion capital
construction fund. .

Raise property tax Increase lid from 3% to 5%.

Formula and base for Local Government Fund were changed to provide more stability
to the fund.

Established supplemental fund, but deposits will not begin until 7/1/89.

General aid formula was changed to reflect formula paraileling GRS distribution.
Also, total appropriations Increased from $26.2 million to $39.8 million.

One-year increase of $2 mittion from oil overcharge dollars for highway and bridge
repair.

Increase aid to school districts.

Increase circuit breaker property tax relief for third year in a2 row.
Allow certain countles to form special transportation districts with new taxing powers.
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II. - STATE REVENUE DEVELOPMENTS

Tax issues dominated the fiscal agenda of most Governors and legislators this year.
The debate centered on two issues: how to respond to the potential income tax windfall
generated by federal tax reform and how to raise new revenue for fiscally troubled states.
A third issue that is less importarnit nationally, but which captured the interest of
Governors and the media was Florida's action to apply the sales tax to most services.

The degree of tax activity and the significant changes that occurred in 1987 have not
been matched by any other year in recent decades. Many states adopted major tax
reforms, producing an overhaul of the tax code and generally creating a more progressive
tax system. In addition, 1987 brought higher tax levels, especially for taxpayers in
certain states.’

Annual Revenue Growth. In aggregate terms, state general fund revenues grew by 6.7
percent in fiscal 1987 and are projected to increase by 6.2 percent for fiscal 1988. These
. percentages closely match the expenditure growth rates for the same period. However,
looking at states individually, several report total revenue collections that are lower in
fiscal 1987 than the previous year. These states include: Alaska, Arkansas, Iowa,
Louisiana, Michigan, Montana, New Mexico, North Dakota, Texas, West Virginia, and
Wyoming. The trend clearly demonstrates the impact the weak energy sector is having
on the revenue-producing ability of western states. ’

State Cash Flow Changes. This year information was gathered to compare collected
receipts for sales and personal income taxes with original revenue estimates used for fiscal
1987 budgets (see Appendix Table A-10). For sales tax collections, 17 states reported
lower collections than originally forecasted; however, in most cases tax collections missed
original targets by very small percentages. Only ten states reported lower than anticipated
1987 personal income tax collections.

One unusual factor had a major influence on income tax collections in fiscal 1987,
generally providing states with higher revenue collections. This factor was the federal
tax reform bill passed in 1986, which caused many taxpayers to modify their investing and
consumption habits to begin the transition to the new tax laws. Temporary changes in
state cash flow occurred primarily because federal taxes place a large burden on taxpayers
and can easily influence taxpayer behavior, despite any tax policy actions taken by states.
Therefore, when the federal government eliminated the preferential tax rate for capital
gains, taxpayers attempted to maximize their tax opportunities. Many tried to realize
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their gains before the new tax law took effect in January 1987. In the last quarter of 1986
and the first quarter of 1987, many more taxpayers than normal cashed-in their capital
gains and, as a result paid, more in both federal and state income taxes. At the federal
level, this translated into almost $10 billion in accelerated revenue reported for fiscal
1987. The same phenomenon occurred at the state level. Some states have attempted
to calenlate this increased personal income tax revenue flow such as Connecticut with a
gain of $159 million; New Jersey, gaining about $200 million; New York, $850 million; and
California, about $1 billion.

While these actions temporarily increased state cash flow, the implication has for
future years is not clear. No one can determine future taxpayer behavior patterns. One
theory that has been generally accepted is that fewer capital gains will be realized than in
past years because taxpayers will hold on to their assets for much longer periods of time.
This may have a negative affect on state tax collections in the future.

How States Responded to the Federal Income Tax "Windfall." The changes in the
federal tax code ~ the most sweeping tax reform measures €ver enacted — have important
implications for state tax structures that rely on the federal code for their own state tax
computations. Of the forty states that have a broad-based personal income tax, most
conform to some degree to federal income tax law. These states generally accept federal
definitions of income and incorporate many of the federal deductions, exemptions, and
exclusions into their own tax'codes.

When the federal government eliminated or curtailed many deductions and other tax
expenditures, it greatly broadened the definition of taxable income - effectively
broadening the definition for the states as well. If states continue to rely on the current
federal definition of income and do not make any further adjustments, some states would
realize a revenue gain. This revenue hike has been called a "windfall" for the states.
Most states, however, have adjusted their personal income tax systems. . In effect, they
will avert this tax increase and the so-called "windfall" will never materialize in many cases.

The amount of the personal income tax windfall — calculated by assuming states
completely conform to the new federal tax law and make no other offsetting revenue
changes ~ would total about $6 billion in fiscal 1988.

Of the 31 states to date that have determined whether to keep or return-the revenue
hike, 15 are returning $4.6 billion, 2 are returning part of the increase, and 14 are
retaining $1.1 billion for state programs. This translates into returning about 81 percent
of the windfall back to the taxpayers (see Table 5).

It is interesting to note that even though about same number of states are returning
the windfall as keeping it, those states that are returning the windfall are more heavily
populated, which greatly effects the dollar totals. '

) Michigan is the only other state that is expected to take action this ye.alr and is on
record for returning the tax windfail back to the taxpayers. If this occurs, the percentage
returned to taxpayers increases a small amount (see Appendix Tabie A-11).

Among the remaining 18 states, tax reform decreases tax revenues in five states, and
has no affect on revenues in 12 states. One state, Kentucky, had no legislative session
this year.

12



Table §

STATE RESPONSE TO PERSONAL INCOME TAX "WINDFALL'
DUE TO FEDERAL TAX REFORM, FISCAL 1988

L

Arizona
California
Conmnecticut
Delawarc*
Georgia
Hawaii

Towa

Maine
Minnesota
New York
Ohio
Oregon
Virginia
West Virginia
Wisconsin

Pending
Michigan

%\U)Q

Keep Windfall

Alabama
Idaho
Nlinois
Indiana
Kansas
Louisiana
Massachusetts
i
Missouari
Montana
New Mexico

North Carolina

Oklahomaz
Utah

Portion
of Windfalt

Colorado
Maryiand

Not_Applicable

Alaska
Arkansas
Florida
Nebraska
Nevada

New Hampshire
New Jersey
North Dakota
Pennsyivania
Rhode Isiand
South Carolina
South Dakota
Tennessee
Texas

Vermont
Washington

Wyoming

* Delaware will give all revenue back for TYS8. For TYB7, keeping $17 million and returning $7
million.

Kentucky did not meet In regular legislative session in 1987.

Taxpayer Scorecard
Amount of windfall revenue to be returned to taxpayers: $4,596 million
Amount of windfall revenuc to be kept by state: $1,054 million
Amount not yet determined: $ 286 million

Total Fiscal 1988 revenue windfall: $5,936 mitlion
STATES RETURNING 81% OF WINDFALL
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Many states will experience the same windfall effect on the corporate income tax
side, because states also rely on the federal corporate tax base. Determining a windfall
revenue estimate for state corporate income taxes may be even more difficult than for
personal income taxes; however, the dolflar amounts are significantly smaller. Estimates
for the fiscal 1988 corporate windfaill are $0.6 billion, with states returning a little less than
half of the windfall to corporate taxpayers. However, California’s figures are not
included in this analysis because of the substantial differences between their corporate tax
code and the federal one.

Landmark Year for State Tax Reform. States were forced to focus on the windfall
issue raised by federal tax reform, giving Governors and legislators an opportunity to
closely examine their income tax codes. States were given very little time to institute tax
studies, develop policy alternatives, and adopt changes, since tax codes needed to be
altered retroactively to January 1987 to match the federal timeline. Consequently, 22
states and the District of Columbia significantly revamped their personal income tax code
by broadening their tax base, increasing personal exemptions and standard deductions,
altering the number of tax brackets, and lowering tax rates.

Many state codes were in great need of reform primarily because of the effects of
inflation. Over the past decade, few states have readjusted taxable income levels and
exemptions to counterbalance the shifting of the tax burden due to inflation. This meant
that more and more low-income people became liable for taxes as the value of personal
exemptions and standard deductions eroded. In the meantime, inflation forced many
middle-income taxpayers into higher tax brackets, creating "bracket-creep.” In summary,
by not adjusting for the changes caused by inflation, the state tax burden shifted to rest
more heavily on the low- and middle-income taxpayer. Now, with major tax reform this
year, there will be a realignment of the tax burden and upper- and upper-middle income
taxpayers, prmarily those who heavily rely on itemized deductions and other tax
preferences, will bear a higher share of the tax load. This tax shift will also occur at the
federal level, making income taxes more progressive.

Table 6 shows what policies each state selected to reform their personal income tax
code.

Increasing Basic Exemptions. To date, 16 states have substantially raised personal
exemptions and 17 states have increased standard deductions, effectively taking many
lower-income taxpayers off the state tax rolls. This also includes Idaho, Missouri, North
Dakota, Rhode Island, South Carolina, and Vermont, because they are tied automatically
to the personal exemption and/or standard deductionin the federal code. Since
increases for these exemptions are scheduled for the federal income tax code, these states
will also adopt the increases in their tax codes.

By increasing the base exemptions granted to all taxpayers, lower-income taxpayers
gain the most benefits — because it represents a larger share of their income. For
example, 125,000 low-income families were removed from tax rolls in Minnesota, while
Oregon has removed 20,000 lower-income individuals.

Appendix Table A-12 provides personal exemption and standard deduction
information.

Reducing Top Tax Rates. One of the major changes that has occurred as a result of tax
reform is the substantial lowering of top marginal rates. When a state has multiple tax
rates, the top marginal rate isthe -rate applied to the highest income level. Since there is
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Table 6

SUMMARY OF STATE TAX REFORM, 1987

State and Region

Increased
Personal
Exemption

Increased
Standard
Deduction

Changed
Number of
Tax Brackets

Lowered
Tax Rates

Otber

New Encland

Connecticue

Maine

Credit*

Massachusetts

ew Hampsnire

ode TIsiand

VYermont

Midcast

Delaware

Dist. of Col.

a

bl

Maryland

Credit*

New Jersey

S T L PR PP

oIl |l

New York

~ Pennsylvania

Great Lakes

Tinois

Indiana

Michigan®

Ohio

el

onsin

Flains

lowa

Minnesota

Missourt

e

Nebraska

North Dakota

South Dakota

Southeast

Alabama

_Arkansas

tlorida

e

Louisiana

Mississippi

North Carolina

South Carolina

Tennessee

Virginiz

West Virginia

b

Soulhwest

Arizona

Deduction®

New Mexico

Oklahoma

Texas

Rocky Mountain

Colorado

Idaho

E b

P

Lk

Montana

Utah

Wyoming
Far West

California

Nevada

Orepon
Washingmn

Alaska

Hawail

X

Total States

16

17

12

11

SOURCE: National Association of Statc Budget Officers
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* NOTES TO TABLE 6

Arizona Created a new general deduction for one-year so state would not realize windfall
gains.

Maine Created 2 new general credit so state would not realize windfall gains.

Maryland Created a new low-income credit.

Michigan Action pending.

now little difference in these rates from state to state, the effect will be to reduce the
impact of interstate tax competition.

Thus far, 11 states have lowered the top tax rate and one other state has legislation
pending. Two of the most dramatic drops were in New York, where the top rate of 13.5
percent was cut down to 7 percent, and in Minnesota, where the rate was reduced from

14 percent to 8 percent.

Most states appear to be trying to bring the top rate below 10 percent. In fact, of
the 40 states with a broad-based income tax, only four states now have top marginal rates
of 10 percent or more. Most top rates range between 6 percent and 9 percent

Currently, Iowa has the highest marginal tax rate in the country at 13 percent
followed by Montana at 11 percent.

Fewer Tax Brackets. Coinciding with declining rates is the decrease in the number of
tax brackets. Ten states so far have followed the federal government’s lead in decreasing
the number of income brackets.

The most impressive examples are West Virginia, which reduced the number of
brackets from 17 to five, Minnesota which cut its brackets from 16 to two, and New York
from 13 to two. Colorado switched from 11 brackets to a flat tax rate, joining the five
other states that already have one rate for all taxpayers, regardless of income level.

On the other hand; Idaho and Nebraska have expanded the number of brackets.
Currently, states with the greatest number of brackets are Iowa with 13 and Missouri and
Montana, both with 10 brackets.

A complete summary of state personal income tax rates and brackets for tax years
1986 and 1987 is contained in Appendix Table A-13.

Special State Provisions for . Capital Gains. As a part of tax base broadening, the
federal government opted to eliminate the 60 percent exclusion for capital gains. Most
states automatically adopted this controversial change when they updated their codes to
match the new federal code. However, several states decided to retain, this special
provision. These states include: Connecticut, Idaho, Iowa, Kentucky, Maryland, and
Wisconsin. In addition, Hawaii and Massachusetts have retained a capital gains
exclusion, but it differs slightly from the previous federal one. It is anticipated that some
changes are expected to occur in several of these states in the near future.

An unusual twist has occurred in Arkansas. Currently, Arkansas income tax law does
not conform to any significant degree to the federal code and did not contain a
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preferential tax exclusion for capital gains. However, this past session, the legislature
passed a law to adopt preferential treatment beginning in 1589.

State Tax Changes. Just as important as all the tax activity surrounding state tax reform,
selected states chose to substantially raise taxes during the 1987 legislative sessions.
Actions taken this year will increase net tax levels by $6.1 billion for fiscal 1988 - one of
the largest aggregate tax increases recorded. In recent years, the only time this amount
was surpassed was .during the 1983 legislative session, when states lawmakers were
grappling with a severe economic recession. At that time, taxes were.increased by 7.4
billion and when the recovery took hold, many states proceeded to lower tax leveis.

One of the principle reasons for unusually large aggregate tax increases is that Texas
and Florida passed large tax packages this year. Together, they account for $3.3 billion
of the total, or half of the dollars raised. However, significant tax increases also occurred
in Indiana, Minnesota, Missouri, and Oklahoma. In summary, 33 states raised taxes
$6.6 billion and six states lowered taxes by $0.5 billion, netting an aggregate increase of
£6.1 billion. These figures exclude California, which retroactively reduced fiscal 1987
revenues by approximately $1.1 billion to avoid exceeding their expenditure limitation.

Table 7 shows states that increased or decreased tax levels this year, the type of tax
that was altered, and the net dollar amount of tax changes by state. Appendix Table A-14
provides in detail the tax changes that occurred. States that retained the windfall are
categorized as states with tax increases, while states that returned the income tax windfall
are not counted as tax decreases because their tax levels were unchanged or revenue
neutral,

Aside from the changes made in state personal income taxes, sales tax increases were -
on the top of the tax agenda in several states. The most notable event occurred in
Florida, where most personal and professional services are now liable for sales taxes.
This-new law will bring in just over $700 million in new revenue under the state’s 5
percent sales tax.

Professional services presently taxed include those provided by lawyers, accountants,
and consultants, and personal services, such as for dry cleaning, health clubs, landscaping,
and auto repairs. Medical services remain exempt. However, most national attention
has been focused on the taxation of advertisers and the collection of use taxes for
business transactions that occur outside Florida's borders, but that are purchased and
used by Florida residents. Florida has called a special session in September and because
of extreme political pressure placed on the governor, he has stated his intention to try to

repeal the tax.

Passing this kind of legislation is very difficult because of the wide range of
opposition from affected groups. This past year, eight other states seriously attempted
to incorporate services into their tax base, but the attempts failed. Only Hawaii, New
Mexico, and South Dakota now tax most personal and professional services.

In other sales tax action, Texas, where the sales tax was scheduled to decrease to
4.125 percent, instead raised the sales tax to 6 percent. North Dakota raised its sales tax
from 5 percent to 5.5 percent; Oklahoma from 3.25 percent to 4 percent; South Dakota
raised the sales tax for one year to 5 percent; and Utah, from 4.625 percent to 5.125
percent. Idaho and Vermont made a temporary tax hike permanent. Arkansas,
Minnesota, and Texas broadened the tax base to include some additional goods and
services to raise more revenue.
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Table 7
1987 TAX CHANGES
(as of Sept. 15, 1987)

Amount of
Net Revenue
Personal Motor Increase/Decrease
Income Business Sales Fuel Clgarette FY 1988
State and Region Tax Taxes Jax Tax Tax (3 in millions)
New England
Connecticut
Maine o
Massachusets W/ R W T11
New Hampshire _
Rhode [sland R W _ (12)
Vermont R [ H*
Midcast _
Delaware X ] 9
Dist. of Col )
Maryland i W X ‘ 186
New Jersey W d Negligible
New YOrk R — 335)°
Pennsylvania R (08)
Great Lakes ]
lllinois W W 164
Indiana W/X X X 348
Michigan
_.Ohio . X X 232
Wisconsin R X X (35)
Plains
fowa W 33
Kansas W _ 143
Minnesota X X X - 730
Missourl W W X 293
Nebraska W - x Negligible
North Dakota X X X X £
Soutn Dakow - X 43
Southeast _
Alabama W Negligible
Arkansas X X 57
Florida W X Vv
Georgia
Kentwucky
Louisiana W 24
Mississippi W X N/A
North_Carolina W WX 185
South_Carolina ' W X 79
Tennessee
—Yirginia Negligible
__West Virginia
Southwest
Arizona __
New Mexico W/X W X 117
Oklahoma W X X X 399
Texas X/P P X 2,518
Rocky Mountain
Colorado W W7X 163
Idaho W W/X P X 573
Montana WX WX X %5
__Utah W X X X 161
__Wyoming
TFar West
Calilornia R 3
Nevada X X 36
—Orcgon X 3
Washington
Alaska
Hawaii
SOURCE: National Association of State Budget Officers Total Increase = $6,595
Total Decrease = § 452
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* NOTES TO TABLE 7

KEY:

W. Kept all or part of windfall/increased taxes
R - Reduced taxes

X - Increased Taxes

P . Made temporary tax permanent

NOTE: For those states that returned the personal and corps ~ate income tax windfall to the
taxpayers, the returning of the windfall was not counted as « tax dccrmse, because by doing
so they kept their tax code revenue neutral .

California The legisiature passed in the 1987 session a one-time, 15% personal income tax
rebate that reduces FY 87 revenues by $1.1 billion to avert -exceeding their
expenditure limitation. This figure affects the prior year’s revenues and not FY
838. The bill currently awaits the Governor’s signature.

Florida At publication time, Florida is meeting in special session, which may alter some
tax decisions made earlier in regular session.

New Jersey Automatically raised cigarette tax becanse the tax rate is linked to the price of
dgarcues.

New York Figures are for TY 1987,

South Carolina  For TY 1989 and thereafter, the corporate income tax windfall will be returned
to corporate taxpayers.

Vermont A sales tax increase was passed in 1982 and was set to expire in 1987. The
state maintained the rate. The revenue increase is not included in the tax

. amount shown.

Personal income tax increases (aside from those states that kept the income tax
"windfall") include Montana and North Dakota, which both placed temporary 10 percent
surcharges on personal income tax liability; Indiana, which raised the rate from 3 percent
of adjusted gross income to 3.4 percent; and Arkansas and New Mexico, which altered
some tax preferences for net revenue gains.

Motor fuel excise taxes were popular in 1987 legislative sessions. Fifteen states
raised gasoline taxes, with four of those states enacting multi-year increases. Twelve
states hiked cigarette excise taxes, with Minnesota now having the highest tax in the
country at 38 cents a pack. Appendix Table A-14 lists states that raised these taxes and
the old and new tax rates.

Taxes were cut in only a handful of states. The largest tax cut was New York’s $4.5
billion, four-year personal income tax reduction; it consists of returning $2.3 billion of the
tax "windfall," plus an additional $2.2 billion to its taxpayers. Rhode Island, Vermont,
and Wisconsin also reduced income taxes. Massachusetts will be required this year to
return $29 million of personal income taxes because its revenue limitation, which was just
passed last year, was triggered. However, the net increase in personal taxes results
because Massachusetts retained its windfall tax. A similar situation occurred in California
with its expenditure limitation, whereby the state will rebate $1.1 billion of last year’s
revenues. It is unknown at this time if the limitation will effect fiscal 1988.

There was not much activity on the corporate income tax side, other than decisions
to retain or return the windfall revenues.
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III. YEAR-END GENERAL FUND BALANCES

The size of the aggregate ending balance of state general funds is a good barometer
to measure the fiscal health of the states. Sometimes the size of the ending balance for
an individual state can be misleading, but when tallied together they provide a good
indication of the economic fortune of states. )

Wall Street bond analysts use 5 percent as the ending benchmark to determine the
fiscal condition of a state. This 5 percent reserve acts as a cushion against unexpected
expenditure and revenue fluctuaticns. = Clearly, states will not meet this fiscal target in
the near future. " '

. Since 1985, year-end balances have been declining slightly every year. For fiscal
1987, the estimated ending balance is $3.5 billion, which equals 1.6 percent of
expenditures. For fiscal 1988, the corresponding figures are $3.0 billion, or 1.3 percent.
Great differences exist between the states. Three states are ending 1987 with deficits -
Alaska, Louisiana, and Texas - all oil-producing states that experienced economic shock
when oil prices plunged about a year and a half ago. In Louisiana and Texas, the deficit
equaled more than 10 percent of expenditures, and Texas was forced to go to the short-
term bond market to assist with cash flow problems. In fact, if Texas were excluded
from aggregate ending balance figures, the fiscal 1987 total would rise to $4.5 billion.

Three states also expect deficits in fiscal 1988 — Alaska, Louisiana, and West Virginia,
In the case of Louisiana, the state has adopted a four-year plan to erase the deficit using
oil and gas bonuses and other windfalls.

On the positive side, three states are reporting fiscal 1987 ending balances of more
than 10 percent, including Oregon, Vermont, and Wyoming. For Wyoming, this size
balance is short-lived and decreases substantially in the next year. In fscal 1988, the
highest balances can be found in Kansas, Nebraska, and New Hampshire. Despite
balances below the national average, three states — California, Illinois, and New Jersey -
hold more than half of the aggregate balance in fiscal 1988. o

Table 8 provides the historical background for agpregate state year-end balances
since fiscal 1978. The high point in ending balances came in fiscal 1 980 when balances
equaled 9 percent of expenditures. The low point occurred in fiscal 1983 when balances
dipped to only 1.3 percent of spending. If the fisca 1 1988 ending balance figure is not



' . Table 8
SIZE OF GENERAL FUND YEAR-END BALANCES, FISCAL 1978 TO 1988*

' Year-End Balances Balance as a Percent
Fiscal Year (¥ in Billions) of Expenditures
1988 est $3.0 @
1987 est 3.5 -
1986 54 2.6
1985 8.0 4.3
1984 5.6 3.3
1983 : 2.0 1.3
1982 45 3.0
1981 6.5 - 4.4
1980 11.8 9.0
1979 11.2 8.7
1978 8.9 8.6

* Does not include balances from budget stabilization funds.

altered over the next few months, this year will match the 1983 low point recorded since
this survey began compiling data in 1977 (see Graph 2).

Graph 2

Size of General Fund Year-End Balances,
Fiscal 1987 to 1988

p

1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
Bl sittions of Doilars As % of Expenditures
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Only 14 states in 1987 and 8 states in 1988 will have ending balances over the 5
percent level as recommended by Wall Street investments bankers (see Table 9). In fact
for the current fiscal year, ailmost half of the states are operating with balances of 1
percent or less. These small margins will provide no cushion for erroneous revenue or
expenditure estimates, or for any unplanned dip in the economy.

Table 9

GENERAL FUND YEAR-END BALANCES AS A PERCENTAGE OF EXPENDITURES

Fiscal 1987 Fiscal 1988 Fiscal 1989
(Estimated) (Appropriated) {(Appropriated)

1% or Less 16 CZ;/ 6

1%-3% 11 4

39%6-5% 9 7 2

Over 5% 14 8 4

Total States 50 50 16+

Average .

Percentage 1.6% 1.3% 1.6%

¥ States with biennial budgets.

Budget Stabilization Funds. In recent years, thirty-six states have adopted budget
stabilization or "rainy day" funds to help buffer state finances from the sharp fiscal
disruptions routinely caused by the business cycle. Rather than cut budgets and raise
taxes during the middle of a fiscal year, states can theoretically use these special reserves
during a economic emergency. However, for this to work, states must accumulate
sufficient funds during good economic times.

As with state ending balances, budget stabilizatdon funds are small, The latest
projections shows:

s Fiscal 1987 figures show stabilization funds of $1.9 billion or 0.9 percent of
expenditures.

®  Fiscal 1988 figures show funds increasing marginally with $2.3 billion appropriated,
which equals 1.0 percent of expenditures. :

The newest states to adopt such funds are Nevada and Vermont. Despite their
popularity, there are still seven states that created "rainy day" funds but have not yet had
the opportunity to fund them. Seven other states merge their budget stabilization funds
with their ending balances, which for all practical purposes, function exactly like an ending
balance.

The largest draw-down of a stabilization fund recently has occurred in Alaska, which
used $436 million from its fund for the fiscal 1987 budget. Wyoming also substantially
relied on its fund to keep its budget balanced. Significant increases in funding have
occurred in Florida, which will increase from $58 million in 1987 to $483 million by 1989,
and in Connecticut, which has risen from $198 million in 1986 to $320 million in 1987,

Most other state budget stabilization funds remain fairly constant in size.
Unfortunately, only five states have reserves of 5 percent or more in fiscal 1988. These
states are Connecticut, Delaware, Michigan, Nevada, and Wyoming. With amounts lower
than this, it would be difficult for states to mitigate recessionary periods. Clearly, small
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funds can help relieve less serious fiscal conditions, but states will still be unprepared for
an extended economic downturn.

Budget stabilization funds should not be combined with ending balances because
they serve different purposes. The ending balance provides a hedge against normal
revenue and expenditure forecasting errors. A budget stabilization fund is usually
designed to alleviate revenue shortfalls caused by economic downturns. Nevertheless,
both should be viewed as resources available to a state.
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IV. REGIONAL FISCAL OUTLOOK

The good news is that the economy of the Northeastern states seems to be growing
ever stronger. Throughout the summer, the media have been carrying stories about
how typical minimum wage jobs have been replaced with substantially higher wagés to
lure more people into the labor force because there are more jobs available than workers
to fill them. Unfortunately, the rest of the nation is not sharing in this remarkable
Northeastern economy. The bad news is that energy-based states are still witnessing
higher than average unemployment rates, with Alaska and Louisiana leading the
unemployment ranks with double-digit figures.

New England. As Table 10 illustrates, the New England region clearly leads the nation
with the strongest economy. New England has the lowest unemployment rates of 3.2
percent, compared to the national average of 6.3 percent in June 1987. Once again, New
Hampshire has the lowest state unemployment rate of 2.5 percent, while Massachusetts
showed the greatest per capita personal income increase of 8.1 percent in 1986. Indeed,
few states can come close to matching these enviable economic indicators.

Mideast. The Mideast region comes in strong in second place, also demonstrating a
robust economy. This region also shows a low unemployment rate coupled with high
personal income growth, while registering the highest general fund budget increases for
fiscal 1988. In real terms, the newly enacted budgets will grow an average of 3.9 percent,
which is three times higher than the 1.1 percent national average. For this region,
Delaware records the largest real increase at 7.0 percent, followed by New Jersey at 5.6

percent.

New England and Mideastern states were the only regions reporting no budget cuts
for the prior budget year. A few of these states enacted some relatively minor tax
increases, but more important, three out of the four states that lowered taxes in the last
legislative session are located in these regions. The most significant tax decrease
package was adopted by New York, which will lower personal income taxes by $2.2 billion
over four years. This figure excludes the additional dollars returned to taxpayers by
distributing the windfall from federal tax reform.

Great Lakes. The Great Lakes region is just beginning to show signs of fiscal stress and

will be an area to watch over the next year for a possible shift in fiscal position. Illinois,
Indiana, and Ohio all raised taxes substantially this year, and in Illinois an even larger tax
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Table 10
REGIONAL BUDGET AND ECONOMIC INDICATORS

Annual %
Change in FY38 Fyss8 Net
Unemployment  Per Capita  Ending Real Increase
Rate Personal Balances  Budget Cut FY87 in Taxes  EXFIBIT:
June 1987 Income as % of  Growth Budgers  For FYB8 # States

(Profected)* I986%%  Expenditures (%) (# States) (¥ States) in Region

New England 3.2 7.7 1.0 2.9 0 1 6
Mlideast 4.9 6.6 1.0 3.9 0 2 5
Great Lakes 7.4 54 1.8 - 11 2 3 5
Plains 5.0 5.7 29 1.4 6 6 7
Sontheast 6.5 5.4 | - 0.7 2.3 6 - 5 12
Southwest 9.0 0.8 22 - 09 4 3 4
Rocky Mountain 73 36 3.0A 0.9 4 - 4 5
Far West 5.7 5.4 26 - 13 2 2 6
U.S. Average 6.3 5.3 1.3 1.1 24 31 50
(or total) -
Source:

* U.S. Department of Labor, Burcan of Labor Statistics, August 18, 1987.

¢+ U.S. Départment of Commerce, Bureau of Economic Analysis, August 20, 1987.

package was proposed but not passed. However, the issue of additional hikes in Ilinois
may be revisited later in 1987. The important news in this region is that despite revenue
increases, real fiscal 1988 spending is decreasing 1.1 percent. The unemployment rate is
more than a percentage point higher than the national average, and the fate of these
states’ economies rests heavily with the manufacturing sector - particularly automobiles.
Sluggish car sales, high inventories, and a possible strike of auto companies may have
negative effects on fiscal 1988 revenues for the Great Lake states.

Plains. Six out of the seven Plains states had to make mid-year budget adjustments in
fiscal 1987, resulting in budget cutbacks. All of these states except for North Dakota,
made refatively minor to moderate cuts in operations, with North Dakota cutting over 5
percent. Six states raised taxes this year, with large dollar increases in Minnesota and
" Missouri. North Dakota had one of the largest tax increases as a proportion of taxes
raised over total tax collections. This state was especially hard hit by the soft oil, gas, and
coal markets,

The farm sector plays a major role in these states and has been depressed for several

years. Although these states have adjusted to the farming situation, the poor
performance of this sector continues to take its toll on state finances.
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Southeast. Once again, two divergent fiscal trends are emerging from this region.
Several Southeastern states have some of the weakest economies, while other states have
some of the strongest. Georgia, North Carolina, Tennessee, and Virginia all record
higher than average growth in per capita income, while Louisiana actually registers a
decline in per capita income. Unemployment rates are unusually high in Louisiana at
11.2 percent; Mississippi, at 9.8 percent; and Kentucky and West Virginia, both at 9.1
percent.

Table 9 indicates that a deficit exists in fiscal 1988 ending balances because two states .- .-

-~ Louisiana and West Virginia - are posting deficits, while most of the other states have
ending balances of zero. Clearly, Louisiana remains the most fiscally distressed state in
the Southeast and is experiencing problems identical to those of the Southwestern states -
- ie, a devastated, but recovering oil industry. However, any fiscal problems
experienced in Florida, Georgia, North Carolina, or Virginia will most likely be attributed
to population growth and/or growing demand for more services. Expansion pains are
always more welcome than cutback management situations.

Southwest. By almost all indicators, this region is the weakest region in the country.
Three of the four states, with Arizona as the exception, depend heavily on the oil and gas
industries. About a year and a half ago, the price of il dropped precipitiously from $25 -
$27 per barrel to $10. Since this dramatic price drop, the price has been fluctuating
between $17 to $23 per barrel. Despite the better prices, oil is still an unpredictable
commodity with a world oil glut on one hand, and perilous international events in the
Persian Gulf on the other. If the attempts by the United States to ensure safe oil
shipping lanes fail, it is inevitable that the price of oil will rise. While this will be a blow
to oil purchasers, oil producers, including those in the Southwest, will benefit.

Even though oil prices appear somewhat stable, New Mexico, Oklahoma, and Texas
all raised taxes substantially for fiscal 1988. Most notable is Texas, which increased the
sales tax to cover a potential multi-billion biennial deficit. For fiscal 1988 alone, Texas
hiked tax levels by over, $2.5 billion.

On the budget side, all four states made sizable cuts in the prior year’s budget. The
regional budget increase in real terms actually declines by 0.9 percent, indicating that
these states are holding the line on spending for the near future.

Other economic indicators show that the Southwest has the highest unemployment
rate and the lowest per capita personal income growth. If the price of oil holds, many oil
companies will begin to rehire employees, begin new exploration for wells, and start to
purchase goods and services necessary to conduct business.

Rocky Mountain. Problems similar to those experienced by Southwestern states also
plague the Rocky Mountain region. Al of these states have. oil-producing sectors, and in
addition, many also rely on coal production. To compound matters, these states also
have large agricultural sectors.

All states but Wyoming raised taxes this year, while all states but Idaho cut last year’s
enacted budgets. The fiscal outlook for this region in the upcoming year remains
lethargic, although it appears that the hardest times are behind. Moderate improvement
is anticipated.
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Far West. This region is dominated by California, which has the largest economy of all
the states and which surpasses most foreign countries. California’s unemployment rate
is almost a full percentage point above the national average, however, personal income
growth is very close to the average. The economy is performing at a moderate growth
rate, but fiscal 1988 spending represents a real decrease in spending after inflation has
been accounted for. This decrease is more of a result of California’s expenditure
limitation, which took effect for the first time this year, than of a changing economy.
Consequently, California budget figures can mask actions in.other pac. -of the region.

Oregon and Washington are also experiencing moderate growth and have budgeted
frugally for fiscal 1988. Hawaii and Nevada have growing economies, with Hawaii
reporting real fiscal 1988 budget growth of 2.7 percent and Nevada reporting real fiscal
1987 budget growth at 17.5 percent, mostly attributed to several one-time expenditures.

Alaska’s fiscal picture is considerably dimmer than that of her regional sisters. The
fiscal 1988 budget has decreased by 17 percent in real terms, unemployment is at 11.2
percent, and the state recorded the largest decrease in per capita personal income at -3.5
percent. More than any other state, Alaska’s fiscal fortunes are tied to the price of oil.

28



APPENDIX

The structure of the survey presumes budgeting identities as follows:
1. Beginning Balance + Révenues + Adjustments = Resources
2. Resources - Expenditures - or + Transfers = Ending ls:alance
3. Ending Balance, Year 1 = Beginning 'Balance, Year 2

Adjustments to revenues may include such things as reversions, tax refunds,
sertlement from court cases, surplus property sales, changes in tax collections; and
changes in fund dedication.  Transfers may be positive or negative, depending on
whether monies are flowing in or out of the general fund.

Exceptions to this identity result from rounding numbers and from the practice in a
few states of making adjustments between the ending balance in one year and the
beginning balance in the next. These exceptions have only a minor impact on the overall
results of the survey.

Reporting concepts within this structure vary from state to state, as do definitions of
what activities are included in the general fund, although all federal funds and trust funds
-are usually excluded. If federal funds are excluded, general fund spending comprises
about 80 percent of total state spending. Thus, the results of the fiscal survey are not
strictly appropriate for comparisons among states. They are more appropriate for
comparisons over time within the same state.
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FISCAL 1987 STATE GENERAL FUND
($ in millions)

Table A-1

ESTIMATED FIGURES

STATE

ALASAMA
ALASKA
ARIZONA
ARKANSAS
CALIFORNIA

COLORARQ
CONNECTICUT
DELAWARE
FLORIDA
GEORGIA

HAWALL
IDAHC
ILLINOLS
TNDIANA
I0WA

KANSAS
KENTUCKY
LOUTSTANA®
MAINE
MARYLAND

MASSACHUSETTS
MICHIGAN
MINNESOTA
MISSISSIPPI
MISSCURI*

MONTANA
NEBRASKA
REVADA

NEW HAMPSHIRE
HEW JERSEY

NEW MEXICO
NEW YORK

HORTH CAROLINA
HORTH DAKOTA
OHIO

OKLAHOMA
OREGON*
PENNSYLVANIA
RHODE ISLAND
SOUTH CAROLINA®

SOUTH DAXOTA
TERHESSEE
TEXAS

UTAH

VERMONT

VIRGINIA
WASHINGYOK*
WEST VIRGINIA
WISCONSIN
WYORING

TOTAL

DIST. OF COL.*

BEGINHING
BALANCE

?
(78
(16)

0
&B&

&

0
5]
186
47

137

(231)
2

"n
102
113
106
5,407

(225

REVENUE

2,535
1,784
2,418
1,468
32,478

2,100
4,877

962
7,507
5,316

1,751
563
10,332
3,522
2,257

1,780
2,871
3,767
1,109
4,499

5,815
5,159
5,272
1,566
3,231

ADJUSTHENTS
(6)

B
(1,096)

(85)

50

10
43

102

15
(307
3

70
47
1
ps

35
12

3

17

176
7

(11

LR

(523)

RESOURCES

4,338
1,752
2,402

v
i Tkt AT R U

-
-

-
~NwWo
-

e G s
$9 EzhEZ SRU3E BERRE G3R3E S

ER

9,643

1,562
24,841
5,711
562
10,929

2,059
2,001
10,079
1,224
2,708

398
3,012
10,552
1,305
o7

4,793
4,975
1,645
5,251

441

225,031
2,269

** RBudget Stabilization Fund is included with ending balance.

30

EXPENGITURES
2,537

2,396

2,38

1,661

31,488

1,598
4,425

1,281

4,703
4,767
1,612
0563
395
216,624

2,358

TRANSFERS

601

(40)
(367
(5)

(126)
¢189)

128

(42)

(50)
(348)

(4EFp)
8
2
2

N
(1,219

(163)

(50)
(10
(25)

30
(3,018}
8

a9

{4,850)
12y

EHDING
BALANCE

501

BUDGET
STAS. FUND

21

50

102
Ive

2%
a7

F



NOTES TO TABLE A-l, FISCAL 1987 STATE GENERAL FUND

Figures may not add due to rounding. For explanation of adjustments and transfers, see Appendix
footnotes. Transfers going into the general fund are positive numbers and transfers from the
general fund are negative numbers.

* Notes

Dist, of Col.

Louisiana

Missouri
Oregon

South Carolina

Washington

Cumulative balances inchude pre-home rule deficits. Other figures are annual.
Budget is as revised by Muyor and City Council; the U.S. Congress has not yet
acted on revision.

Bonuses and windfall revenues are dedicated to the deficit elimination fund.
Estimated reversions are not included in figures.

Does not reflect cash operating reserve fund in excess of $147 million.

Prepares its budget on a biennial basis. For this report, fiscal year expenditures
were split using a ratio of 48 percent for the first year of the biennium, and 52
percent for the second year, .

Ending balance includes reserve to be carried forward and $2 million designation
of surplus for local governments. The budget stabilization fund includes $2
million from capital expenditure fund.

Ending balance is transferred to revenue accrual account which is dedicated to
pension funding
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FISCAL 1988 STATE GENERAL FUND
($ in millions)

Table A-2

APPROPRIATED FIGURES

STATE

ALABAMA
ALASKA
ARTZONA
ARKANSAS
CALIFORNIA

COLORADOD
CONNECTICUT
DELAWARE
FLORIDA
GEORGIA

HAWAT I*
1DAHO
ILLINOLS
INDTANA
[QWA

KAHSAS
KENTUCKY
LOUISTANA®
MAINE
HARYLAND

MASSACHUSETTS
HICHIGAN
MINHESQTA*
MISSISSIPPL
HISSOURI®

HONTAHA
NEBRASKA
HEVADA®

NEW HAMPSHIRE _
NEW JERSEY

NEW MEXICO
NEW YORK
NORTH CAROLINA
HORTH DAKOTA®
owio

OKLAHOMA
OREGON*
PEHNSYLVANTA
RHODE ISLAND
SOUTH CAROCLINA*

SOUTH DAKOTA
TENNESSEE
TEXAS

UTAR

VERMONT

VIRGEINIA
WASHINGTON
WEST VIRGIRIA
WISCONSIN
WIOMING

TOTAL

DIST. OF COL.*

BEGINNING
BALANCE

1
(2}
16

0

ssg MY

&7
0
85

9
2

165
0
154
1m
%

3
144
(390)
32
S0

1)
43
269
70
1]

10
55
51
48
501

90

(1,030

32

45

90

&

33

183

L3
3,364

(219)

REVENUE

2,699
1,713
2,507
1,558
13,278

2,212
5,057

982
8,743
5,782

1,805
585
13,584
3,948
2,326

1,993
3,om
4,248
1,152
4,846

2,320
1,623
10,169
1,195
2,866

377
3,058
12,037
1,358
472

4,885
5,076
1,466
5,264

316

233,770
2,

ADJUSTHENTS
(&)

(110}

29
12
58

&7

(§[3]

(705)

(851)

RESCURCES
2,69

st9

5,120
1,497
5,432
236,281

2,381

** pudget Stabilization Fund s included with endipg balance.
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EXPENDITURES

2,69
2,077
2,510
1,558

32,772

2,107
&, N7
1,041
8,529
5,782

1,880
457
10,552
623

2,372

TRANSFERS

9%

€40)
30

(114)

(129
@

(€}]
(3)

€188)
(144)

(40)

4}

(1,869)

(45)
(#4)]
(14)

{262
(1,630
(M
M

I
€4,332)
(1o

EMDING
BALANCE

0
(270)
1%
0
1,086

156
1"y

124

2,991
209

BUDGET

STAB. FUND

o

55

102
397
i

a5
40
27

L L
L)

263

89
29
112

e

- 39
10

28

40
2,261



NOTES TO TABLE A-2, FISCAL 1988 STATE GENERAL FUND

Figures may not add due to rounding.  For explanation of adjustments and transfers, see Appendix
footnotes. Transfers going into the general fund are positive numbers and wansfers from the
generai fund are negative numbers.

* Notes

Dist. of Col. Cumulative balances include pre-home rule deficits. Other figures are annual.

Hawali L-)es not include collective bargaining costs for school teachers, which were still
being negotiated at press time,

Louisiana Bonuses and windfall revenues are dedicated to the deficit elimination fund.
Estimated reversions are not included in figures.

Minnesota Statute requires that the budget stabilization account be funded at $250 million;
however, this is accomplished in fiscal 1989, the second year of the biennium.

Missouri Does not reflect cash operating reserve fund in excess of $147 million.

Nevada For accounting purposes the state controller is to designate up to $40 million of

the ending balance, if available, for budget stabilization.
North Dakota Fiscal 1988 expenditures equai 49 percent of total biennial expenditures.
Oregon Prepares its budget on a biennial basis.. For this report, fiscal year expenditures
were split using a ratio of 48 percent for the first year of the biennium, and 52
percent for the second year. '

South Carolina The budget stabilization fund includes $2 million fom capital expenditure fund.
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FISCAL 1989 STATE GENERAL FUND
($ in millions)

Table A-3

APPROPRIATED FIGURES

STATE

ALACAMA
ALASKA
AKTZONA
ARKANSAS
CALIFORKIA

COLORADO
COMKECTICUT
DELAVARE
FLORIDA
GEORGIA

HAWATT®
IDAHO. .
ILLINQIS
THDIANA
TONA

KANSAS
KENTUCKY
LOUISTANA
MAINE
MARYLAND

MASSACHUSETTS
HICHIGAN
MINHESQTA
MISSISSIPPL
NTSSOURI

MOHTANA
HEBRASKA
HEVADAY

HEW HAMPSHIRE
NEW JERSEY

HEW MEXICO

HEW YORK

NORTH CARCLINA
NCRTH DAKOTA*
OHRIO

OKLAHCOMA
QREGOK*
PEHNSYLYANIA
RHODE ISLAND
SOUTH CARCLINA

SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH

VERMONT

VIRGINIA
WASHINGTON
WEST VIRGIHIA
WISCONSIN®
WYOMING

TOTAL

BEGINNING
BALANCE

121

149

20

181

1"

12
42

156

a1

136

997

REVERUE

1,627

.37

1,896

4,187

1,261

5,8

383

817
556

6,135
539
11,412

1,959

12,161

5,154

64,017

ADJUSTMENTS

10

10

(744)

(687

RESQURCES

1,827

9,377
2,027

4,386

6,012

3%
1,0%

598
6,135
545
11,568
2,040
1,417

5,390

64,326

**  pudget Stabilization Fund is included with ending balance.
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EXPENDITURES

1,627

9,206
1,889

3,921

1,281

5,506

3ar
915

570

6,135
539
11,475

?.M9

5,176

61,192

TRANSFERS

(171

(335)

(3)

(155)

193

(1,498)

(2,168)

ENDING
BALANCE

138

129

1

Bl

Soo

114

973

BUDGET

STAB. FUND

483

113

15

-l

26
28

2563

968



NOTES TO TABLE A-3, FISCAL 1989 STATE GENERAL FUND

Figures may not add due to rounding. = For explanation of adjustments and transfers, see Appendix
footnotes. Transfers going into the general fund are positive numbers and transfers from the

general fund are negative numbers,

* Notes .

Hawait Does not include collective bargaining costs for school teachers, which were still
being negodated at press time.

Nevada For accounting purposes, the state controller is to designate up to $40 million of

the ending balance, if available, for budget stabilization.

North Dakota Fiscal 1989 expenditure equal 51 percent of total biennial cxpenditur.cs.

Oregon Prepares its budget on a biennial basis. For this report, fiscal year expenditures
were split using 2 ratio of 48 percent for the first year of the biennium, and 52
percent for the second year.

Wisconsin The governor vetoed all-appropriation bills for fiscal 1989 that were higher than
the fiscal 1988 level. '
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Alasika

California

Connecticut

Georgia

Hawaii
Idaho

Hlinois
Jowa

Kentucky

Louisiana
Maine

Massachusetts

Michigan
Minnesota
Missourl
Montana
Nevada
New Jersey

New Mexico

North Carolina
North Dakota

NOTES TO APPENDIX TABLES A-1, A-2, AND A-3

Explanation of General Fund Budget Adjustments

Funds were taken out of the Special Educational Trust Fund up front to pay for
Trade School and Junior College Authority Bonds and the administrative cost of
the Revenue Department.

Fiscal 1987 -. Accounting adjustment showing reduction to reserves for
outstanding capital projects.

Fiscal 1987 - The state appropriations limit, Article XIII of the Constitution,
requires that $1,096 million of tax revenues be returned to the taxpayer because
the limit was exceeded,

Adjustments comprise refund of taxes and surplus adjustments,

Fiscal 1987 - Represents the mid-year adjustment reserve that was established in
fiscal 1986 directing the state auditor to set aside up to 1 percent of surplus funds
each June 30. These funds are then available to be added to the subsequent
budget.

Prior year's appropriation lapses.
Fiscal 1987 - Adjustments include temporary sales tax of $5 million; dedicated

fund transfer of $9 million; public school fiscal 1986 transfer-out of ($11) million.
Fiscal 1988 - Adjustments include sales tax increase made permanent of $48

" million; adoption of Internal Revenue Changes of $7 million; income tax rates and

quarterly payment increases of 316 million.
Fiscal 1988 - Tax ruling in states favor.
Fiscal 1988 - GAAP implementation set aside.

Fund transfers into general fund authorized for budget balancing purposes,
primarily from capital construction funds.

Special fund dedications.

Increases operating working capital, windfall reserve, and contingent accounts.
Fiscal 1987 - Lapse from prior year. Fiscal 1988 - One-time tax limitation refund.
Fiscal 1987 - Bonding of prisons already built with rcvénucs previously collected.
Prior year adjustments.

Fiscal 1988 - Lapse from prior year.

Fiscal 1987 - Educa.tiqn trust fund transfer and wansfers from other accounts.
Reversions of prior appropriations.

Fiscal 1987 - Represents prior year and current year appropriation lapses; revenue
tf':::l gcl;lfl;nngc ::pplcmenml appropriations; and net direct charges and credits to

Fiscal 1987 - Non-recurring revenue. Fiscal 1988 - $59 million- tax increase;

remaining is non-recurring revenue.
Fiscal 1987 - Change in tax collections.

Estimated unexpended 1985-87 general fund appropriations to be turned back to
general fund.
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QOhio
Oklahoma
Pennsylvania

Texas

Vermont

Virginia

Alaska

Colorado

Connecticut

Dist. of Col.
Florida
Hlinois )
Indiana

Louisiana

Maine
Maryland

Massachusetts

Minnesota

Fiscal 1987 - Reflects excess lottery transfer.
Fiscal 1987 - Increase in cash-flow funds from 1987 to 1988.

Fiscal 1987 - ($4) million jobs creation tax credit; $60 million prior year lapses;
and $7 million disaster assistance increase. Fiscal 1988 ($10) million jobs
creation tax credit

Includes appropriation riders and rider transfers.

Fiscal 1987 - $2 miillion reversion to general fund; $6 million reversion from
special Gramm-Rudman-Hollings Fund. Fiscal 1988 - $3 million reversion to
general fund.

Transfers from ABC enterprise fund and other non-general fund accounts as
required by law.

Explanation of Transfers Into/Out of the General Fund

Fiscal 1987 - $427 million transfer from budget reserve to general fund; $174
million administrative and statutory transfers, capital loan, and autonomous funds
to general fund. Fiscal 1988 - Transfers from capital and loan funds.

Transfer of ($40) million from general fund to the Highway Users Tax Fund.

Transfers from the general fund:  ($105) million to Budget Reserve Fund; ($193) -
million to’ Education Exceilence Trust Fund; ($4) million for AIDS research; (§5)
million to Disaster Relief Fund; ($15) million to Municipal Tipping Fees Fund;
($23) million to debt retirement. '

Represents net of transfers-in of lottery revenue and transfers-out to enterprise
funds.

Transfers shown are between the General Revenue and the Working. Capital Fund.
It does not account entirely for the change in the Working Capital Fund.

Transfers-out are the statutory percentages of income and sales tax receipts made
to other funds and general obligation debt service. Transfers-in include
percentage of lottery sales and other reimbursements.

Fiscal 1989 - Amounts transferred to property tax replacement fund and ($4)
million to budget reserve fund.

For both fiscal years, shows transfers from numerous funds to the general fund.
For fiscal 1988, $53 million is also transferred from the Deficit Elimination Fund to
the General Fund

Unexpended balances from prior year.
Transfers to reserve stabilization fund.

Fiscal 1987 . Transfers to stabilization fund ($102) million; pension reserves ($30)
million; to cover deficits in special revenue funds ($179) million; and special
expenditure reimbursements from special revenue funds $13 million. Fiscal 1988
- Transfers to cover deficits in special revenue funds ($233) million and 845
million for expenditure reimbursements.

Elransfers from general fund to debt service fund, wildlife, and other revolving
nds.

New Hampshire Transfer to budget stabilization fund.

New Mexico

Transfers to and from operating~resesve and school support reverse.
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New York

Ohio

Pennsylvania

Rhode Island

South Carolina

Texas

Vermont

Wyoming

Fiscal 1987 - Transfers-in equal $161 million; transfers-out equal $1,380 million.
Fiscal 1988 - Transfers-in equal $145 million; transfers-out equal 31,318 million.
Principal transfers-out of generai fund support debt service and capital projects.

Fiscal 1987 - (855) million reserve for capital projects which are walid through
fiscal 1988; and ($108) million reserve for budget stabilization fund. Fiscal 1988
and 1989 - Reflect known lapses in debt service accounts which are required to be
appropriated due to provisions in bond trust agreements.

. Fiscal 1987 - ($25) million to Tax Stabilization Fund and ($25) million ¢x Sunny.

Day (economic developmient) Fund. Fiscal 1988 - ($25) million to Tax
Stabilization Fund and ($20 million To Sunny Day Fund.

Fiscal 1987 - $2 million intra-year transfer; $2 million year-end receivables; ($9)
million to reserve fund; and ($4) million to asset protection fund. Fiscal 1988 -
($10) million to reserve fund; ($5) million to asset protection fund; and (§6)
million tort claims.

Fiscal 1987 - ($7) million to general fund reserve account; ($17) million to general
fund reserve from surplus; ($2) million to the capital expenditure reserve.

Dedicated fund transfers.

Fiscal 1987 - ($9) million to rainy day fund; ($10) million for revenue in lieu of
bonds provision. Fiscal 1988 - ($1) million to rainy day fund.

Fiscal 1988 - Transfer to the general fund from the budget reserve account
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Table A-4
ENDING BALANCES AS A PERCENT OF EXPENDITURES, FISCAL 1987 TO 1989

------ GENERAL FUKD ENDING BALANCES------ «-+--<A§ A PERCEMT OF EXPEKDITURES---
STATE FISCAL 1587 FISCAL 1988  FISCAL 1989 FISCAL 1987 FISCAL 1988 FISCAL 1989
ALABAMA 1 9 0.0 0.0
ALASKA {2) (270 €0.1) €13.0)
ARIZONA 16 1% 0.7 0.5
ARKANSAS 0 0 0 0.0 0. 0.0
CALIFCRNIA 580 1,088 1.8 3.3
COLORADO 7 131 3.4 8.2
CONNECTICUT 0 o 0.0 0.0
DELAMARE g6 37 9.2 3.6
FLORIDA 0 0 0 0.0 0.0 8.0
GEORGIA ] 0 0.0 0.0
HAWALT 165 121 138 9.5 6.5 7.3
10AHO 0 6 0.0 0.0
ILLINOLS 154 200 1.5 1.9
INDIANA 101 169 129 3.0 4.7 3.3
10MA b 14 3.6 0.5
KANSAS 7 160 4.2 8.6
KENTUCKY 137 13 4b 0.4
LOULSIANA {390) 37 110.2) (9.6)
HAINE 32 0 - 0 3.1 1.7 0.0
MARYLAND 50 18 1.1 0.4
MASSACHUSETTS 40 43 0.6 0.6
MICHIGAN 43 14 0.7 0.2
WINNESOTA 269 184 251 5.9 3.3 4.5
HISSISSIPPI 70 1 4.5 0.1
WISSOURT 0 0 0.0 0.0
HOHTANA 10 1 7 2.5 3.0 1.8
NEBRASKA 55 62 ® 6.5 6.8 10.8
NEVADA 51 12 8 8.8 2.0 1.3
MEW HAMPSHIRE i3 42 % 9.8 7.7 5.1
NEW JERSEY 501 249 5.5 2.7
NEW MEXICO ~ 90 7 6.1 5.1
NEW YORK 169 185 0.7 0.7
NORTH CAROLINA 382 Q 8 &.8 0.0 9.0
NORTH DAKOTA 'y 6 s 1.4 1.2 1.1
OHIO 26 156 3 2.1 1.4 0.8
OKLAHOMA 0 n7 8.0 5.3
QREGON 1 81 bl 14.3 4.5 5.1
PENNSYLVANIA 348 1 3.6 0.0
RHCOE ISLAND 97 26 8.7 2.1
SOUTH CARQLINA 13 0 0.5 0.0
SOUTH DAXOTA 33 13 9.0 3.3
TENNESSEE 76 76 2.6 2.5
TEXAS (1,030} 0 0 €12.9) 0.0 0.0
UTAK 32 0 2.5 0.0
VERMONT rt » 10.4 5.9
VIRGINIA 90 2 1.9 0.0
WASHINGTOM 208 136 1% b.b .7 2.2
WEST VIRGINIA 13 (22) 2.0 (1.4)
WISCONSIN 188 124 3.7 2.3
WYOHING v s 1.6 1.9
TOTAL 3,521 2,9 973 1.6 1.3 1.6
DIST. OF COL. (210) (209) 2.9 (3.4)
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Table A-5
BUDGET STABILIZATION FUNDS, FISCAL 1987 TO 1989

STATE

ALABAMA
ALASKA*
ARIZONA
ARKANSAS
CAL1FORNIA

COLORADO
CONNECTICUT
DELAVARE
FLORIDA
GECRGIA

HAWAIL
"IDAKQ
ILLINOLS
TNDIANA
10MA

KANSAS
KENTUCXY
LOUISEANA
MAINE
MARYLANC

MASSACHUSETTS
MICHIGAN
MINNESOTA
MISSISSIPPL
NISSOURS

MONTANA
REBRASKA
REVADA

REW HAMPSHIRE
KEW JERSEY

NEW MEXICD
HEW YORK

NORTH CAROLINA
NORTH DAKOTA
OHIO

OXLAHOMA
OREGON
PENNSYLVARIA
RHODE ISLAND
SCUTH CARCLINA

SOUTH DAKOTA
TEWNESSEE
TEXAS

UTAR

VERMONT

VIRGINIA
WASHINGTON
WEST VIRGINIA
WISCONSTN
WYOMING

TOTAL

------- STABILIZATION FUND BALANCES«e+-<-- savn+-AS A PERCENT OF EXPENDITURES------
FISCAL 1987 FISCAL 1983 FISCAL 1989 FISCAL 1987 FISCAL 1988 FISCAL 1989
0 0 0.0 6.0
0.0
il i
- e
320 320 7.2 6.5
50 53 5.4 5.1
58 255 483 e.7 3.0 . 5.2
213 231 3.9 4.0
0.0
0 9 0.0 0.0
109 109 13 3.2 3.0 2.9
L k)
21 25 0.7 0.8
a5 15 15 ’ 2.4 1.3 1.2
50 55 14 1.1
102 102 1.5 1.4
3ne 397 5.9 6.1
e Lo e
6 (-] 0.4 0.4
L] ¢ 0.0 0.0
0.0
2% 25 25 2.8 2.7 2.8
40 40 5.8 6.4
7 27 o 5.5 4.9 4.9
~ -
i iy
0.0
0.0
263 263 263 2.3 2.4 2.3
0 0 0.0 0.0
8.0
52 80 0.5 0.8
19 il 1.7 2.3
7 112 2.9 3.9
- -
0.0
29 k1 1.6 2.8
9 10 2.1 2.0
2 2] 0.0 0.5
o ¢ 0 0.0 2.0 0.0
0 0 .0 0.0
17 40 29.6 9.4
1,936 2,261 968 0.9 1.0 1.6

+* gudget Stabilization Fund i3 included with ending balance.
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Table A-6

NOMINAL AND REAL ANNUAL CHANGES IN EXPENDITURES, FISCAL 1987 TO 1989

---s<-s<-REAL PERCENTAGE CHAHGE------
FISCAL 1987 FISCAL 1988 FISCAL 1989

===+~ -NOMINAL PERCENTAGE CHANGE-------

FISCAL 1989

FISCAL 1987 FISCAL 1988

STATE

~0.6

1.6

-17.1
4.7
2.0

0.4

-1.1

-11.1
5.4

1.6
-17.1

4.4

CALIFCRNIA

ALABAMA
ALASKA
ARTZONA
ARKANSAS

1.5

omoon
« 8 F 4w
OOk OnN

MO O
LI ]
36&-93

6.7

COLORADO
CONNECTICUY
DELANARE
FLORIDA
GEORGIA

-3.4
3.0

7.6‘.88
23223

taMme

1.6
a.2

LAy Rl &)
" s v e
PO

_-Issao
8‘382

ILLINOLS
INDTANA

HAWALL
1DAHO
[0WA

3.1

a3

Doy
IR
Bnﬂaln

G -NO
v L]
SO~ Ok

KANSAS
KENTUCKY
LOUISIANHA
MAINE
MARYLAND

-2.1

O v v MY 0O
[] L]

12101“
L] LI

7-1?55
52‘15

2.9

own N
=
b id
-
5 _T
mmuwl
msn
B EL
=X
noaxETnLn
gzun
MHHHH

* 4% 8w
M= O

. -

S N
[
“-U;DIQ

oV oNm
[ L]
M~ e—0

My
72“—“

NEW HAMPSHIRE

MONTAMA
NEBRASKA
NEVADA

NEW JERSEY

g N
Y e e
O o

1 43 53 0N
s s w® &
M

-

GeDnN
LI
!.-T.T.SW

HORTH CAROLINA
NORTH DAKOTA

NEW MEXICO
CHIO

NEW YORK

3.1

‘.0‘56
22362

anean
Jnsoso
.

8.4

0‘1‘3
72817

=N O
N
QO Om

PENNSYLVANTA
RHODE |SLAND
SOUTH CAROLINA

OKLAHOMA
CREGOM

8.8

n oy
"IN

Lot L R
. s ea
NOoOSnk

vy

14.4

22302
5217-3

e ok et
O
— -

SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH

VERMONT

-1.2

—(oasa
20903

aQuume
oo

] —

3.9

36788
7-.‘5‘7

95993
25036

WEST VIRGINIA

WISCONSIN

WYOMING

VIRGINIA
WASHINGTON

1.2

1.4

0.8

2.6

6.3

5.7

6.3

TOTAL

3.0

5.3

6.6

DIST. OF COL.
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Table A-7

STATE BUDGET CUTS ADOPTED IN THE FISCAL 1987 BUDGET
AFTER APPROPRIATION BILL HAS PASSED

42

(FINAL FIGURES)
Cut as % of
Amount  General Rmd  Action Selective or Date
State (in Millions} Expenditure Taken By Across-tbe-Board Enacted Notes
AL $84.6 5.0% Cs. rrnor  Across-the-Board  10/86 Cut 5% from Education Fund.
AK 193.4 7.5 Both Across-the-Board 7/86 Cash assistance to individuals
i exempted; aid to local government
and school districts cutr 10%.
AR 05.3 5.4 Governor  Across-the-Board 8/86 Cuts made according to original
1/87 budget priorities.
4/87
AZ 157.0 6.6 Both Selective 1/87 Excludes elected offices, some
: health and income maintenance
programs, and education K-12.
ca 41.4 0.1 Governor  Acrossthe-Board  12/86 24 hour care facilities and higher
education institutions exempted;
payments to individuals and
governments exempted.
co 376 2.0 Governor  Across-the-Board 11/86
iL 332.0 3.2 Governor  Across-the-Board 6/86 Education cut less.
Ks 60.0 33 Both Across-the-Board 1/87 Exempted selected aid to local
governments.
KY 120.0 4.0 Governor  Selective 1/87 Exempted local school district
5/87 payments.
LA 1540 ° 4.0 Governor  Selective 10/86 Exempted judiciary, rcvenue
1/87 department and corrections.
* MN 116.0 2.2 Both Both 4/86
MO 49.0 15 Governor  Selective 1/87 Exempted refund  accounts,
equalization aid to local school
districts, AFDC grants, and
selected other programs,
MT 371 9.7 Both Both 7/86 Includes 3% cut for education
12/86 foundation aid and ellmination of
state employee COLAs. Second
cut exempted iostitutions and
public schools.
NE 6.5 0.7 Both Selective 12/86 Exempted corrections.
NM 26.1* 2.0 Legislature  Across-the-Board 6/86 Excmpted Medicald and AFDC.
(biennium)
ND 45.0* 5.1 Both Both 3/86
(FY8 12/86
13.0 2/87
OK 27.9 1.7 Both Selective 3/87 Exempts public education, higher
education, and vocadonat tech.
sC 11¢.8 41 Both Across-the-Board 11/86 Exempted corrections, mental
2/87 health, and small agencies.



Table A-7 (comsinued)

STATE BUDGET CUTS ADOPTED IN THE FISCAL 1987 BUDGET
AFTER APPROPRIATION BILL HAS PASSED

(FINAL FIGURES)
Cut as % of
Amount  Genemal Amd  Action Selective or Date
Stare (in Millions) Expenditure Taken By Across-the-Board Enacted Nores
sD 23 0.6 Governor  Across-the-Board 12/86 Excrmpeed all special appropria-
tions iacluding swtate aid to
education «nd to local govern-
ment.
o4 668.0 5.8 Governor  Selective 2/86 Exempted K-12 education, high-
) ways, and retirement systems.
Small cuts in corvections and
- mentat health and retardacion.
uT 52.0 4.0 Both Sclective 11/86
2/87
wy 44.0% 26 Governor  Across-the-Board 4/87 Exempted education aid and debe
service; all other programs cut 5%.
(Equals 20% cut for 4th quarter.)
wI  230.0% 23 Legislature Selcctive 2/86 State operations were cut about
(biennium) } 5.8% and aid to local governments
and individuals cut less or
exempted.
wY 20.7 27 Both Both 5/86

*These figures are for two fiscal years. .
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Table A.9
ANNUAL CHANGE IN THE SIZE OF THE STATE WORKFORCE

Estimated Percentage Change
Number of Employees Number of Employees Jrom Fiscal 1986
State and Region as of 6/30/86 as of 6/30/87 to 1987
United Staies 2,068,959 2,077,972 0.4
New_England 144,541 148,544 2.8
Connecticut 35,247 36,057 4.0
Maine 14,400 14,400 0.0
Massachusetts 60,600 62,700 * 3.5
New Hampshire 9,200 9,600 4.3
Rhode Iland 18,208 18,151 -03
Vermont 6,886 7.036 2.2
Midcast 452,741 459,117 1.4
Delawire N/A N/A
Dist. of Col 23,321 ;g.;;g :‘{
Maryland ,228 5 .
New Jersey* 66,000 67,564 2.4
New York* 205,927 207,263 0.6
Pennsylvania 80,265 79,548 - 0.9
Great Lakes 284,042 288,450 1.2
T iiinols 76,700 76,600 ' - 0.1
Indiana 35,000 35,100 . 29
Michigan 61,997 64,000 3.2
Ohio 54,706 55,672 . 138
Wisconsin 56,539 57,078 1.0
TTains _ 118,932 ‘ 117,433 - 1.2
lowa j 22,625 21,049 - 7.0
Kansas 38,460 38,750 0.8
Minnesota 25,612 25,931 1.2
Missourd N/A N/A
Nebraska* 15,295 15,389 0.6
North Dakota " 8,448 8,448 0.0
South Dakota _ 8,492 7.886 - 7.1
Souihcast 469,950 473,063 0.7
Alabamza ' : 30,058 29,462 - 2.0
Arkansas 18,688 18,62% ) - 03
Florida 85,975 89,144 3.4
Georgia 44,533 45,020 11
Kentucky 37,512 36,355 ~31
Louisiana ) 55,998 53,878 -38
Mississippl N/A N/A
North Carolina 57,929 58,089 0.3
South Carolina 45,676 46,856 23
Tennessee 44,600 45,800 27
Virginia 48,984 49,835 1.7
" West Virginia - N/A N/A
Southwest 169,464 169,366 - 0.1
Arizona i 31,092 32,701 5.2
New Mexico 17,000 17,000 0.0
Oklahoma 33,662 33,541 - 0.4
Texas 87,710 86,124 - 18
Rocky Mountaln 02,35/ 62,734 . 0.6
Colorado 18,944 19,383 23
Idaho 9,367 9,561 21
Montana 9,826 9,777 -058
Utah 16,136 15,973 - 1.0
Wyoming 8,084 8,040 - 0.5
Far West 360,032 359,244 - 1.9
Califomia 241,608 236,155 - 23
Nevada 9,154 9,391 26
Oregon. 41,991 42,320 0.8
Washington 43,088 41,402 -39
Alaska 14,300 13,685 - 4.3
Hawali 15,891 16,291 2.5
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* NOTES TO TABLE A9

Alabama Number of employees as of 4/30/87.
Massachusetts Includes 700 consultants and conversions to scheduled employment.

Nebraska Figures are from May 1986 to May 1987.

New Jersey Does not include part-time employees.

New York Excludes legislative and judicial employees. Figures are from June 25, 1986 to
June 1, 1987.
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Table A-10

FISCAL 1987 TAX COLLECTIONS COMPARED TO
INITIAL PROJECTIONS USED IN FORMULATING BUDGET

($ in millions)
Personal Income Tax Sales Tax
Original Currens Increase due to Original Current
State and Region Estimate Estimate Capital Gains Estimate Estimate
United Statcs
Rew Enpgland
Cuonecticue* $ 309 $ 408 $ 150 $ 1,0/7 1,835
Maing 360 393 [ 407 413
Massachusetts N/A N/A N/A N/A N/A
New Hampshire N/A N/A N/A N/A
Rhode Island 315 3s2 32 337 354
Vermont 166 195 16 102 107
Mideast
Delaware
Dist. of Col. 496 498 N/A 404 383
Maryland 2,073 2,236 N/A 1,276 1,299
New Jersey 2,217 2,510 200 2,767 2,830
New York 13,301 * 4,820 4,849
Pennsylvania 2,678 2,818 76 3,453 3,569
Great Lakes ] ]
~ Mlinois 3133 3,303 135 3377 3,255
Indiana 1,409 1,455 25 1,814 1,834
Michigan 2,824» 2,880* N/A 2,390 2,388
Ohio 3,120 3,216 80-100 2,350 2,389
Wisconsin 2,165 2,224 1,625 1,652
Plains '
fowa 1,117 T130 13 625 643
*  Kansas 660> 773 4 523 655+
Minnesota 2,278 2,250 60 1,581 1,453
Missouri 1,434 1,444 N/A 1,081 1,070
Nebraska N/A N/A
North Dakota N/A N/A .
South Dakota N/A 195 192
Sout)*=ast .
Alabama® 950% D0 70 703 7035
Arkansas 653 665 16 629 611
Florida N/A N/A 5,520 5,551
Georgia 2,552+ 2,552 N/A 1,852 1,852
Kentucky 930 9221 N/A 944 892
Louisiana 526 453 N/A 1,200 1,054
Mississippi 267 303 20 687 670
North Carolina 2,361 2,566 L 1,456 1,452
South Carolina 1,041 1,009 N/A 963 939
Tennessce 55 68 N/A 1,984 1,984
Virginia 2,351 * N/A 1,107 .
West Virginia 428 428 N/A 291 291
Southwest
Arizona 600 650 N/A 1,200 1,202
New Mexico 164 241+ N/A 644 598
Oklahoma 688 679 0 573 582
Texas 4,800 4,500
Rocky Mountain -
Colorado 1,058 1,033 N/A 719 048
Idaho 268 262 0 200 264
Montana 134 123 N/A N/A N/A
Utah 490 532 20 570 552
min N/A N/A 109 88
Far West
California 12,460 13,980 1,000 11,100° 10,890%
Nevada N/A N/A 182 191 .
Oregon 1,280 1,433 Less than 100 N/A N/A
Washington N/A N/A 2,224 2,288
Alaska N/A N/A N/A N/A
Hawali 505 502 N/A 769 799
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Alabama
Callfornia
Connecticut
Georgia
Kamnsas

Michigan
New Mexico
New York

Virginia

* NOTES TO TABLE A-10

Combines individual and corporate income taxes.
Figures include enly amount for General Fund
Figures are for capital gains tax only.

Combines individuai and corporate income taxes.

Personal income tax does not include $143 million due to federal tax reform.
Sales tax reflects tax increase from 3% 1o 4%,

Figures are net of refunds and credits. Figures are for General Fund only.
Figure includes tax increase.

Figure is for Fiscal 1988. Capital gains figure is difficult to estimate; however, for
Fiscal 1988 it may be as high as $850 million.

June data not available at time of survey.
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Table A-11

STATE REVENUE EXPECTED TO BE COLLECTED
DUE TO FEDERAL TAX REFORM, FISCAL 1988**

Personal Income Corporate Income
Retain for Return to Retain for Return to
Stare Staze Taxpayers State Taxpayers

United States*® 31,054 54,506 $358 $289
Alabama 10 0 .
Alaska - Nno tax -~ - 00 ux -
Arizona 0 117 11 1]
Arkansas 0 ¢ 0 (1]
California 0 1,407 1] N/A
Colorado 130.3 134.5 30.5 0
Connecticut 0 150.0 - N/A N/A
Delaware 2.1* 20.5 0.5 0
Dist. of Col. ] 40.06 0 4.4
Florida - No tax - 40,9 70.2
Georgia 0 200-250 0 v
Hawail 0 50 0 2.0
Idaho 13.3 0 8.2 0
illincls 100.0 () 56.0 0
Indiana 50.0 i 0 0
Towa® (] 128 23 0
Kansas 143 [ 0 4]
Kentucky® N/A N/A N7A N/A
Louisiana 40 ¢ [ 0
Maine 0 13.0- 0 3.5
Maryland 544 984 13.9 i)
Massachuserns 30 0 G0 0
Michigan 0 170% N/A N/A
Minnesota [ 304 i) 27
Mississippl 10 0 ~3 0
Missouri 157 0 16 0
Monona 22.6 0 1.7 (1]
Nebraska® N/A NfA
Nevada ] - No tax — T = N0 X -
New Hampshire - - 0O tax -
New Jersey 0 0 10.0 0
New Mexico 54.0 0 5.0 0
New York* [ 1,100 ¢ 105
North Carolina 15.0 [ 10 ¢
North Dakowa¥ N/A N/A 0 (1]
Ohio - 0 262.0 0 41.0
Oklahoma 122.4 1] N/A N/A
Oregon 0 168.0 NJA N/A
Pennsylvania (1] ] 0 [i]
Ehodc Island® NjA N/A 5.0 0
South Carolina * ¥ 28 i
South Dakota - N0 tax - - no Eax—
Tennessee - N0 X - N/A N/A
Texas -~ DO X — - - N0 tax -
Utah 50 [1] N/A N/A
Vermont* "NfA N/A 0 0
Virginia 0 137 0 20
Washington = 10 tax -~ A0 X —
West Virginia 0 47 N/A N/A
Wisconsin 0 185.8 18.2 0
Wyoming . _  -noGx - - RO tax —

. Assumes state updates to the federal code, but makes no other adjustments.
¥*+  Total does not include Kentucky or Michigan,
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Iowa
Kentucky

Michigan
New York

South Carolina

Nebraska
North Dakota
Rhode Island
Vermont

* NOTES TO TABLE A-11

Combines personal and corporate income tax figures.

For tax year 1988 and beyond, the entire windfall is returned to the taxpayers.
Corporate income tax figures combined with personal income tax

The state is currently conformed to the 1986 federal tax code. The state
retained $35 million that accrued due directly to taxpayer behavior changes
whereby the taxpayer declared more income liable for taxation purposes.
Legislature did not meet in regular session in 1987. State conforms to federal
IRC as of a specific date. Therefore, for TY87, no windfall was accrued by the
state,

Action not final. Governor's proposal to return all of revenue to taxpayers.
Figures based on calendar year for 1987.

The state loses $9 million in personal income taxes because of the way it
conforms to the federal income tax

For TY88, the state will retain the windfall for the corporate income tax.
However, in future years the windfall will be retwmed to corporate taxpayers.

. These states will lose state personal income tax revenue because of how they

conform to the federal tax code if no adjustments were made.
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" Arizona

California

Dist. of Col.

Georgla

Kentucicy

Louisiana
Maine

Maryland

New York

North Carolina

Ohio -

Okla_homa

Virginia

Wisconsin

EXHIBIT:

Federal personal exemption:

Federal Standard Deduction:

* NOTES TO TABLE A-12

Figures provided are for TY 1987. (The state indexes these figures each year to
adjust for inflation.) Changes may occur in the next legislative session that
would alter the personal exemption and standard deductions.

The 1987 personal exemption will be $51 for each exemption.  After 1988, it will
be indexed for inflation.

The increase in the personal exemption will be completely phased in by 1991.
Figures shown are for 1991.

New tax law takes effect in 1988.
Old law provides for an amount equal to 15% of adjusted gross income or a
minimum standard deduction of $1,500 and a maximum of 2,300 for singles. For

married-joint returns it equals 18% of adjusted gross income or a2 minimum of
$1,700 and a maximum of $3,000.

The standard deduction is $650 if one spouse has income and $1,300 if both
spouses declare income.

The personal exemption and standard deduction aré combined.

The minimum standard deduction for single returns is $1,700 with 2 maximum
$2,500. For joint returns, the minimum is $2,100 and the maximum is $3,100.

The personal exemptions shown are for 1989. For 1987, there are $1,000 for
single and dependents, and $2,000 for married.

Figures reflect the fully phased-in provisions which will be adopted in 1990.

No joint returns are allowed. If second working spouse provides up to one-half
of their support, an additional exemption is allowed. .

. In addition to the $650 standard deduction, taxpaye.s have the option of taking

an additional $350 exemption or a $20 credit against income tax due for each
exemption claimed.

The minimum standard deduction under old law was $1,050 with 2 maximum of
$1,500 for both single and joint retumns.

New tax law is fully phased in by 1989. The minimum standard deduction under
old law was $1,300 and the maximum was $2,000 for both single and joint returns.

Figures shown for standard deductions are maximum, sliding-scale amounts which
are calculated based on income level. The new standard deduction for joint
returns is effective in 1988.

Old lLaw -
New law -

$1,080 for each deduction.
$1,900 in 1987; $1,950 in 1988; and $2,000
in 1989. Thereafter, it will be indexed for

inflation.
Old Law 1987 1983
Single: $2,480 $2,540 $3,000
Joint: 3,670 3,760 5,000
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Table A-13

STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 1987
Marginal Rates Marginal Rates
State Taxable Income %) Taxable Income %)
Alabama First $500 2.0 - No Change -
$501-$3,000 4.0
Over $3,000 5.0

Note:  Married persons filing jointly are taxed .at 2% of the first $1,000 of taxable
income, 4% on the next $5,000, and 5% on any excess over $6,000.

Arlzona First $1,155%
$1,155-82,310
$2,310-$3,465
$3,465-84,620
$4,620-85,775
$5,775-86,930

$6,930 & over

2.0
3.0
4.0
5.0
6.0
7.0
8.0

No change except for inflation
adjustments

Note: For married joint returns, the tax brackets are exactly doubied.

Enacted 2 new deduction for tax
or $475, whichever is greater.

federal tax reform.

year 1987 cqualing 46% of federal tax liability
This will return any "windfali® monies due to

Arkansas First $2,999
$3,000-3$5,999
$6,000-$8,999

3$9,000-3$14,999
$15,000-$24,999
Over $25,000

. . Note:  Two-carmer married taxpayers may file
~ than jointly) In order to minimize th

N BN R
cocwband

= No Change -

separately on the same return (rather
eir tax Hability.

California $0-81,710
$1,711-$5,210
$5,211-$7,810

$7,811-$10,420
$10,421-513,080
$13,081-$15,710
$15,711.$18,330
$18,331-$20,930
$20,931-3$23,560
$23,561.$26,180
$26,181-$28,790
Over $28,790

Note: Rates shown are for sin
returns the tax bracker

No Tax
1.0
2.0
3.0
4.0
5.0
6.0
7.0
8.0
9.0

10.0
11.0

$0-$3,650
$3,650-$8,650

- $8,650-$13,650
$13,650-$18,950
$18,950-523,950
Over $23,950

O @B N

gle taxpayers and married filing separately. For joint
amounts are exactly double (e.g., top bracket $47,900).

The new rates and brackets have been passed by the legislature and await the
Governor's signature.

Colorado $0-$1,420
$1,421-$2,830
$2,831-34,250
$4,251-$5,660
’5.661-’7,930
$7,081-$8,490
38,491.35,910

39,911-$11,320
$11,321-$12,740
$12,741-314,150
Over $14,150

PUNAMU L pww
CMODNMOWSAS KD

Taxable net income 5.0

\n
v



Table A-13 (cominued)
STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1956 1987
Marginal Rates Marginal Rates
State Taxable Income %) Taxable Income %)
Connecticut $54,000-$57,999, 1.0 No change for tax on interest and
$58,000-$61,999 2.0 dividends. However, a 60% capital
$62,000-3$55,999 3.0 gains exclusion is continued.
$66,000-369,999 4.0
$70,000-$73,999 5.0
$74,000-377,999 6.0
$78,000-$81,999 7.0
$82,000-$85,9909 8.0
$86,000-589,999 9.0
$90,000-599,999 11.0
$100,000 & over 12.0
Note: Income tax applies to interest and dividend income only; no tax on eamed
income. A 7% tax is imposed on all net gains from the sales or exchange of
capital assets, with a 60% exclusion for capital gains.

Delaware $0-$1,000 1.2 1986 rates arc the same for 1987.
£1,600-$2,000 1.6 The 1988 ratés are:
$2,000-$3,000 25
$3,000-$4,000 3.5 $0-$2,000 0
$4,000-§5,000 4.3 $2,001.$5,000 32
$5,000-36,000 5.1 $5,001-$10,000 5.0
$6,000-$8,000 5.9 $10,001-$20,000 6.0

$8,000-310,0060 6.6 $20,001-5$25,000 6.2
$10,000-$15,000 6.7 . $25,001-$30,000 7.0
$15,000-$20,000 6.9 $30,001-$40,000 7.6
$20,000-3$25,000 7.2 Over $40,000 .77
$25,000-3$30,000 7.7

- $30,000-$40,000 9.0
$40,000 & over 9.7
Note:  Two-earner married may file separately on the same return (rather
than Jointly) In order to minimize their Uabilicy.

Dist. of Col. First $1,000 - 2.0 First $10,000 6
$1,001-$2,000 3.0 $10,001-$20,000 8
$2,001-$3,000 4.0 Over $20,001 10
$3,001-34,000 5.0 .
$4,001-$5,000 6.0

$5,001-$10,000 7.0
$10,001-$13,000 8.0
$13,001-5$17,000 9.0
$17,001-$25,000 10.0

Over $25,000 11.0
Note:  Top tax rate decreases to 9.5% in 1988,
Georgla First $750 1.0 . = No Change -
$751-$2,250 2.0
$2,251-$3,750 3.0
$3,751-$5,250 4.0
$5,251-$7,000 5.0
Over $7,000 6.0
Note:  If married taxpayers file joint federal returns, they must file joint state returns.

The rates for thesc
income to 6% of taxable income over $10,000.

range from 1% of the first $1,000 of taxable
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Table A-13 (continued)
STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 . 1987
Marginal Rates Marginal Rates
State Taxable Income (%) Taxable Income (%)
Hawail v $809, No Tax First $1,000 2,25
$801-31,200 225 $1,001-$2,000 4.25
$1,301-$1,860 3.25 $2,001-$3,000 6.25
$1,801-$2,300 4.5 $3,001-$5,000 7.25
$2,301-$2,860 5.0 $5,001-$10,000 8.25
$2,801-$3,800 6.5 $10,001-514,000 9.25
$3,801-35,800 7.5 $14,001-$20,000 9.75
$5,801-$10,800 85 Over $20,000 10.0
$10,801-$14,800 9.5
$14,801-$20,800 10.0 -
$20,801-$30,800 10.5
Over. $30,801 11.0

Note:  For 1986, married taxpayers filing jointly pay at rates of 2.25% of the first
$2,009 of taxable income to 11% of taxable Income over $61,000. (Although
married taxpayers are permitted to file scparately, filing jointly generally resules
in a lower tax liability.) For 1987, the rates will be 2.25% of the first £2,000 to
10% over $40,000. New tax schedules will be phased in by 1989, when single
taxpayers will be taxed at 2.25% of the first $1,500 to 10% over $20,500. For
married taxpayers filing jointly, the rates are 2.25% of the first $3,000 to 10%

over $41,000.
Idaho First $1,000 .20 First $1,000 2
$1,001-$2,000 4.0 $1,001-$2,000 4

$2,001-$3,000 45 $2,001-$3,000 45

$3,001-84,000 5.5 $3,001-$4,000 5.5

$4,001-35,000 65 $4,001-$5,000 6.5

Over $5,000 7.5 $5,001-$7,500 7.5

- - : $7,501-$20,000 7.8

Over $20,000 82

Note:  If joint federal retumn is filed, joint stazte return is required.  Brackets for
married filing jointly are twice those shown above (&g, 7.5% over $10,000).

Illinols ) Taxable net income 25 = No Change -
Indiana Taxabie net lacome X Taxable net income 34
Note:  Rate increase takes effect on July 1, 1987 and is only in effect for one-half of
the tax year. ’

Towa $0-$1,023 0.5 No change except for possible
$1,024.32,046 1.25 inflatdon adjustments
$2,047-$3,069 2.7s
$3,070-34,002 35
$4,093-47,161 5.0
$7,162-39,207 6.0

$9,208-$15,345 7.0
$15,346-$20,460 8,
$20,461:$25,575 9.0
$25,576-$30,690 10.0
$30,691.$40,920 11.0
$40,921.376,725 12.0

Over $76,725 13.0

Note:  Two-earner married taxpayers may file separately on the same return (rather
than jointly) in order to minimize their tax liability.
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~ _ Table A-13 (continued)
STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 1987
Marginal Rates Marginal Rates
Stare Taxable Income ; %) Taxable Incoms %)
Kansas First $2,000 2.0 ~ No Change -
$2,001-33,000 3.5
$3,001-$5,000 4.0
$5,001-3$7,000 5.0
$7,001-$10,000 6.5
$10,001-$20,000 7.5
$20,001-§25,000 85
Over $25,000 2.0

Note: Two-camner married taxpayers may file separately on the same return (rather
than jointly) in order to minimize their tax liability. Bracket amounts for
married taxpayers filing joint returns are double those shown above. The
rates remain the same.

Kentucky First $3,000 2.0 - No Change —
$3,001-34,000 3.0 .
$4,001-$5,000 10
$5,001-88,000 5.0
Over $8,000 6.0

Note: Two-carner married taxpayers may file separately on the same return (rather
than jointly) in order to minimize their tax Hability.

Louislana First $10,00{ 2.0 - No Change -
$10,000.$50,000 4.0
Over $50,000 6.0

Note:  Two-earner married taxpayers may file separately on the same tax rcturn
- - (rather than jointly) in order to minimize their tax liability. Tax rates for
married couples flling jointly are doubled.

Maine First $2,000 1.0 No change except for Inflation

-$2,001-34,400 2.0 adjustment
$4,401-$6,400 3.0 .
$6,401-$8,600 " 6.0

$8,601-$10,800 7.0

$10,801-316,100 8.0
$16,101-$25,000 9.2
Over $25,000 10.0

Note: For married Individuals filing jointly, the tax rates range between 1% if taxable
income is not over $4,400 and 10% if taxable income Is over $50,000. The
state is returning the “windfall* resulting from federal tax reform by creating 2
$9 credit per exemption, and those low-income taxpayers that are not liable for
federal taxes will not have to file for state tax purposes.

Maryland First $1,000 20 - No Change -
$1,001.82,000 3.0
$2,001-$3,000 4.0
Over $3,000 5.0

Note:  To avert part of the federal "windfall,” a credit equal to 50% of the federal
earned income credit is created.
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Table A-13 (continued)

STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 1987
Marginal Rates Marginal Rates
Stare Taxable Income %) Taxable Income %)
+Yassachusectts Interese, dividends, 10.0 - No Change -
net capital gains
Earned Income, 5.0
annuitics
Michigan Taxable income 4.6 - No Change -
Minnesota $0-$310 1.0 First $3,000 4.0
$311-3620 1.3 $3.001-$9,000 6.0
$621-2930 1.6 - $9,001-$16,000 8.0
$931-$1,350 21 Over $16,000 9.0
$1,351-$2,070 2.7
$2,071-$2,900 iz
$2,901-$4,.460 4.5
$4,461-36,640 6.1
$6,641-$9,750 7.5
$9,751-$16,800 9.3
Over $16,800 9.9
Note:  For 1986, married taxpayers filing joint federal returns must file Joint state
returns. The rates range from 1.7% of the first $1,240 of tomble income to
9.9% of taxable income greater than $31,940. An alternate rate schedule
applies for taxpayers electing to deduct federal Income taxes from state taxable
income. In 1987, for married taxpayers filing jointly, the rates range from 4%
on the first $4,000 to 9% of taxabie income over $21,000. For 1988 and
thereafter, the rates are:
- - Single Married
6% $0-$13,000 $0-519,000
8% Over $13,000  Over $19,000
In addition, there is a state 10% surtax on the federal 5% surtax levied on
higher-income taxpayers.
Mississippi First $5,000 3.0 — No Change -
$5,001:310,000 4.0
Over $10,000 5.0
Note:  Two-eamer married taxpayers may file separately on the same return (rather
than jointly) In order to minimize their tax liability.
Missourl First $1,000 1.5 - No Change -
$1,001-$2,000 2.0
$2,001-$3,000 2.5
$3,001-84,000 3.0
$4,001-$5,000 3.5
$5,001-36,000 4.0
$6,001-$7,000 4.5
$7,001-$8,000 5.0
18,001-39,000 55
Over 39,000 6.0
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Table A-13 (&

continued)
STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 1987
Marginal Rates Marginal Rates
State quablc Income %) Taxable Incoms %)
Montana $0-31,300 20 No change except - for inflation
$1,301-32,600 3.0 adjustments and 109% surcharge in
$2,601-$5,300 4.0 effect for TYB7, 88, 89
$5,301-3$7,900 5.0
$7,901-$10,600 6.0
$10,601-$13,200 7.0
$13,201-$18,500 8.0
$18,501-$26,500 9.0
$26,501-346,400 10.0
- Over $46,400 11.0
Note:  Two-eamer married taxpayers may file separately on the same return (rather
than jointly) in order to minimize their ta liabilicy.
Nechraska Adjusted federal tax 19 First $1,800 2,0
liability $1,801-316,800 3.15
$16,801-$27,000 5.0
Over $27,000 5.9
' Note:  For 1987, married filing jointly have the same four rates ranging from 2% for
the first $3,000 of tocble income to 5.9% over $45,000. If low-income
taxpayers do not file for federal tax purposes, they do not have to file for stace
tax purposcs.
New Hampshire  Interest and 5.0 ~ No Change -
dividends only
Note:  $1,200 of each taxpayer’s interest and dividend income is exempt.
New Jersey, Flrst $20,000 20 ~ No Change -
$20,001-$50,000 25
Over 350,000 3s
New Mexico First $5,200 1.8 ~ No Change -
$5,201-$10,400 3.0
$10,401-$15,600 4.5
$15,601-$23,400 58
$23,401-$31,200 6.9
$31,201-$41,600 7.7
Over $41,600 85
Note:  Taxpayers filing jointly and heads of households pay at rates ranging from 2.4%

on aer income not over $8,000 o 8.5% on net Income over 364,000,
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Table A-13 (consi

STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 1987
Marginal Rates Marginal Rates
Stare Taxable Income (%) Taxable Income %)
New York First $1,000 2.0 First $1,000 2
$1,001-$3,000 3.0 $1,001.$3,000 3
$3,001-$5,000 4.0 $3.001-35,000 4
$5,001-$7,000 5.0 $5,001-$7,000 5
$7,001-4$9,000 6.0 $7,001-$9,600 6
$9,001-$11,000 7.0 $9,001-$11,000 7
$11,001-$13,500 8.0 $11,001-$14,000 8
$13,501-$16,000 9.0 Over $14,000 8.75
$16,001-518,500 10.0
$18,501-521,000 11.0
$21,001-$23,500 12.0
$23,501-$26,000 13.0
Over $26,000 135

Note:  The maximum rax rate on personal service txable income for 1986 is 9.5% (9%
after 1986) of the amount by which such income exceeds $16,000.

Two-carner married taxpayers may file separately on the same return (rather
than jointly) in order to minimize their tax liability.

For 1987, married filing jointly tax rates will range from 2% on the first $1,700
of taxable income to 8.75% over $23,300. Tax rates will change each year
until 1991 and thercafter, when the rates will be:

Single Married

$0-$12,500 $0-327,000

7.0% _ Over.$12,500 Over $27,000

5.5%

North Carollna First $2,000 3.0
$2,001-34,000 4.0

$4,001-$6,000 5.0

$6,001-3$10,000 6.0

Over $10,000 7.0

- No Change -

Note:  Two-carner married taxpayers may file separately on the same return.  Joint

retarns are not permitted.

North Dakata First $3,000 2.0
$3,001-55,000 3.0
$5,001-$8,000 £0

$8,001-$15,000 5.0
$15,001-$25,000 6.0
$25,001:$35,000 7.0
$35,001-$50,000 8.0

Over $50,000 9.0
~ Or -
Federal tax Hability 10.5

First $3,000 2.67
$3,001-$5,000 £0
$5,001-$8,000 5.33

$8,001-$15,000 6.67
$15,001-525,000 8.0
$25,001-$35,000 9.33
$35,001-850,000 10.67

Over $50,000 12.0
- Or -
Federal tax liability 14

Plus 2 10% surcharpe for both
methods of tax computation for TY87.

Note: Two-carner married txpayers may file separately on the same return (rather
than jointly) in order to minimize their tax liability.
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Table A-13 (conti

nued)
STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 1987
Marginal Rates M Rates
State Taxable Income %) Taxable Income %)
Ohio First $5,000 0.855 First $5,000 0.751
$5,001-$10,000 1.71 $5,001-$10,000 1.502
$10,001-§15,000 342 $10,001-$15,000 3.004
$15,001-5$20,000 4.275 $15,001-$20,000 3.755
$20,001-340,000 513 $20,001-$40,000 4.506
$40,001-$80,000 5.985 $40,001-$80,000 5.257
$80,001-$100,000 6.84 $80,001-$100,600 6.008
Over $100,000 8.55 Over $100,000 6.9
Note:  Two-income coupies fling joint federal returns must file joimt state returns;
however, alternate rates are not available to these taxpayers. Instead, a joint
filing credit of bewteen 5%-20% of state Hability is granted to these taxpayers,
depending on total income. 1987 eax rates are calculated on the basis of the
state unemployment rate over 7%.
Oklahoma First $1,000 0.5 . = No Change -
$1,001-32,500 1.0
$2,501-33,750 29
$3,751-35,000 3.0
$5,001-36,250 4.0
$6,251-37,500 5.0
Over $7,500 6.0
Note: Bracket amounts are exactly double those shown above for married taxpayers
filing jointly (e.g., 6% of income over $15,000). Optional rates (ranging from
5% to 17%) apply for taxpayers who clect to deduct federal income raxes,
Oregon . First $500 4.0 First $2,000 5
) $501-31,000 5.0 $2,001-35,600 7
$1,001-$2,000 6.0 Over 35,000 9
$2,001-$3,000 7.0 ’
$3,001-34,000 8.0
$4,001-35,000 9.0
Over $5,000 10.0
Note: Rates shown are for single Individuals. Rates are the same for joint filers;
however, bracket amounts are cxiactly double (e.g., top bracket $10,000).
Pennsylvanla Taxable income 2.16 Taxable income 2.1
Rhode Island Federal wtax liability 22.21 Federal tax Nability 23.96
Note:  As of July 1987, the tax rate will be 22.96%.
South Carolina First $2,300 No Tax First $4,000 3
$2,301-84,300 2.0 $4,001-36,000 4
$4,301-36,300 3.0 $6,001-$8,000 5
$6,301-38,300 4.0 $8,001-$10,000 6
$8,301-3$10,300 5.0 Over $10,000 7
$10,301-$12,300 6.0
Over $12,300 7.0

Note:  Two-income coupies filing joint federal returns must file joint state returns.
For 1986 only, for these taxpayers the rates range from no tax on $3,400 to 7%

on income greater than $13,600.
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Table A-13 (continued)
STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 1987
Marginal Rates Marginal Rates
Sate Taxable Income %) Taxable Incoms %)
Tennessee Certain interest and 6.0 — No Change -
dividends only
Note:  Individuals are taxable only on certain interest and dividend income,
Utah First $750 2.7% ~ No Change -
$751-$1,500 3.75
$1,501-$2,250 475
$2,251-$3,000 5.75
$3,001-$3,750 6.75
Over $3,750 7.75
Note:  Brackets amounts are exactly double those shown above for married taxpayers
fling joinily (e.g., 7.75% over $7,000). Surtax of 4% of tax liability applies for
tax years beginning in 1986,
Vermont Federal tax lability 24 Federal tax lizbility 25.8
Note: Tax rate for 1988 is 25%.
Virginia First $3,000 2.0 First $3,000 2
$3,001-$5,000 3.0 $3,001-35,000 3
$5,001-$12,000 5.0 $5,001-$14,000 5
Over $12,000 575 Over $14,000 5.75
‘Note: | Two-carner married taxpayers may separately file on the same return (rather
than jointly) in order to minimize their tax Hability. By TY90, the tax rates
. . will remain the same, but the brackets will be:  $0-$3,000, $3,001-$5,000,
$5,001-$17,000, and Over $17,000.
West Virginia First $2,000 21 First $10,000 3
$2,001-34,000 23 $10,001-325,000 4
$4,001-$6,000 28 $25,001-$40,000 4.5
$6,001-$8,000 3.2 $40,001-3$60,000 6
$8,001-$10,000 3s Over $60,000 6.5
$10,001-$12,000 4,0
$12,001-$14,000 53
$14,001-$16,000 5.9
$16,001-$18,000 6.8
$18,001-5$20,0600 74
$20,001-$22,000 8.2
$22,001-$26,000 9.2
$26,001-$32,000 10.5
$32,001-3$38,000 116
$38,001-$44,000 12.6
$44,001-3$60,000 12.9
Over $60,000 13.0

Note:  For 1986 only, rates shown arc for taxpayers filing separate returns.
Taxpayers flling jointly or filing a return as a surviving spousec pay at rates
ranging from 2.1% of taxable income not over $4,000 to 13% on txxable
income over $120,000. For 1987 and thereafter, single and married taxpayers
will use the same rates and brackets,
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Table A-13 (continued)
STATE PERSONAL INCOME TAX RATES, 1986 AND 1987

1986 1987
Margmél Rates Marginal Rates
Stare Taxable Income _ %) Taxable [ncome (%)
Wisconsin $0-$7,500 5.0 First $7,500 4.90
$7.501-$15,000 6.6 $7.501-$13,000 - 6.55
$15,001-330,000 7.5 Over $15,000 6.93
Over $30,000 79

Note:  Beginning In 1987, the tax brackets will be indexed for inflation. For 1986,
married couples filing joint retums pay at rates ranging from 5% of the first
$10,000 of taxable income © 7.9% of income over 340,000. For 1987,
married couples filing jointly will have tax rates of 4.90% for the first $18,000;
6.55% for income ranging from $10,000 to $20,000; and 6.93% for taxable
income owver $20,000.

SOURCE: Advisory Commission on Intergovernmental Relations, Significant Features of Fiscal Federalism,
* 1987 Edition, pp. 68-73; Commerce Clearing House, Staie Tax Guide; and National Association of

State Budget Officers fiscal survey of state budget offices.
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Table A-14

1987 STATE TAX CHANGES BY TYPE OF TAX

Stare

Tax Change Description

FY 88
Revenue Change

PERSONAL INCOME TAX
(Excludes taxes relained dus to “windfall®)

Arkansas

Callfoenta

Indiana
Massachuscits

Montana
New Mexico

New York

North Dakota

Pennsylvania

Rhode Island

Vermont

Wisconsin

Adopted certain sections of Internal Revenue
Code.

Reduced 1986 personal Income tax liability
by 15% through a onetime credit. The
minimum credit for a single recom s $32.
A maodmom credit will also be formulated
depending on the exact amount to be
rebated back to the toxpayer. This tax
rebate was initiated as a result of the state's
expenditure limitation.

Increased rate from 3.0% of taxable income
to 3.4%.

Created tax rebate credit to distribute excess
over revenue Hmication.

Enacted a three-year 10% surcharge,
Altered sales wx credit.

Changed tax rates, brackets, personal
exemptions, and standard deductions to
more than offset the windfall effect.  Passed
2 4year tax cuc package of $2.2 billion.
Windfall Is also returned. (Figure Is for tax

year 1987.)

Increased rate from 10.5% of federal tax
liability to 14%.

Enacted a onesyear 10% surcharge,

Increased poventy provision from $3,000 to
$4,500,

Reduced rate from 23.96% of federal tax
liability to 22.96%. (Rate would have to be
ralsed to remain revenueneutral due 10
federal cax reform.)

Reduced rate from 2%5.8% of federal tax
liability to 25%. (Rate would have o be raised
to remain revenue-neutral due to federal tax
reform.)

Changed tax rates, brackets, and standard
deductions to more than offset the windfaill
cfiect. Amount shows excess of windfall.

Eff. Date $in mﬂ[iom')_
1/87 26.0
11/87 1,100 est,
7/87 196.9

i 29
1/87-12/89 245
31

1/87 335)
1/87 320

1/87-12/87 8.0
1/87 10.9
7/87 (16.8)

(2.0)
(113.7)
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Table A-14 (contnued)

1987 STATE TAX CHANGES BY TYPE OF TAX

FY 88
Revenue Change
State Tax Change Description Eff Date (¥ in millions)
SALES TAX
Arkansas Extended sales tax to interstate phone cails, 2/87 15.0
cigarettes, rentals and leases, and mail order
sales.
Colorado Excmpts from use tax machinery purchases of 1/88 4.9)
$500,000 or more,
Florida Broadened sales tax base to inciude selected 7/87 721.2
business and professional services.
Use tax on mail order sales. 10/87 15.5
Idaho Exempted food stamp purchases. 10/87 (1.4)
Made 5% sales tax rate permanent, 48.0
{Was scheduled to revert to 49%), N/A
Loulsiana Exempted food stamps and WIC purchascs. 7/87 G.0
Exempted clecmricity sales for certain 7/87 2.0)
manufacturing firms.
Excmpted certain membership ducs. 7/87 1.0y
Minnesota . Broadened sales tax base, Inciuding some ' 97.6
scrvices.
North Dakota Raised the rate from 5% to 5.5%% 7/87 16.0
Broadened sales tax base. 7/87 1.0
Oklahoma Increased rate from 3.25% to 4% 6/87 1349
Increased vendor’s fee. 0.6
South Dakota Increased rate for one year from 4% to 5%. 5/87-4/88 40.0
Repealed cigarette exemption. 7/87 3.0
Texas Increased rate from 5.25% to 6%, added 10/87 1,267.0
various services to base, (Was scheduled to
revert to 4.125%).
Utah Increased tax from 4.59375% to 5.09375%. 5/87 60.0
Vermont Made 4% rate permanent. (Was scheduled to 25.0
revert to 3%; originally passed In 1982.)
BUSINESS TAXES
California Adjusted base and lowered tax rate from 9.6% 1/87 N/A
o 9.3%. State will lose $195 million by
1990 due to these provisions.
Colorado Limited investment tax credit. 1/88 1.2
Raised top corporate rate from 5.5% to 6.0%. 7/87 8.6
Hawail Lowered corporate income taxes, 1/87 2.0
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Table A-14 (continued)
1987 STATE TAX CHANGES BY TYPE OF TAX

FrY 88
Revenue Change

State Tax Change Descripiion Eff. Date (3 in millions)
Business Taxes (continued)
Idaho gn;&crcmd corporate i ~ome tax from 7.7% to 1/87 1.6
Indiana Haited phase-out of gross income tax 1/87 42.0
Increased supplemental net income tax. 1/87 215
tlnmm corporate adjusted gross income 1/87 51
Minnesota Reduced rates from 12% to 9.59%; adopted 72.9
minimum tog repealed loss carrybacks;
changed some accounting methods.
‘Montana Insticuted 2 4% surcharge. 1/88 N/A
Nebraska Changed 3-fzctor apportionment formula. 11
North Carolina Increased corporate rate from 6% to 7%. 1/87 100.0
Orcgon - Decreased corporate rate from 7.5% to 6.6% 0.6
{counteracts "windfall™).
Pennsylvanta Decreased capital stock franchise tax. 1/87 (79.9)
South Carollna Decreased corporate rate from 6% to 5.5%. 1/88
. Decreased to 5.0% (rcuming windfall). 1/89
CIGARETTE TAX
Idaho Increased from 9.1 cents a pack to 18 cents. 4/87 6.0
Indiana Increased from 10.5 ce'.nts a pack to 15.5 7/87 328
cents, plus new tax on other tobacco
products.
Minnesota Increased from 23 cents 2 pack to 38 cents. 57.7
Nebraska Increased from 23 cents a pack to 27 cents. 7/87 6.0
Nevada Increased from 15 cents 2 pack to 20 cents. 7/87 6.0
New Jersey Increased from 25 cents a pack to 27 cents /87 16.18
(Doné  administrativelyy tax rate s
proportional to the price of cigarettes.)
North Dakota Increased from 18 cents 2 pack to 27 cents. 7/87 5.0
Ohio Increased from 14 cents a pack to 18 cents. 7/87 40.4
Oklahoma Increased from 18 cents a pack to 23 cents. 6/87 17.1
Texas Increased from 20.5 cents a pack to 26 cents. 10/87 54.0
Utah Increased from 12 cents a pack to 23 cents. 5/87 11.0
Wisconsin Increased from 25 cents a pack to 30 cents. 9/87- 20.9
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Table A-14 (continued)

1987 STATE TAX CHANGES BY TYPE OF TAX

FY 88
Revenue Change
State Tax Change Description Eff- Date (3 in millions)
MOTOR FUEL TAXES
Delaware T reased from 13 cents 2 gallon to 16 cents. 5/87 9.2
Florida Increased diesel fuel from 9.6 cents a gallon N/A
to 14.6 cenes.
Maryland Increased from 13.5 cents a gallon to 18.5 6/87 117.5
cents.
Mississlppl Phase-in increase from 9 cents a gallon to 18 N/A
cents by 1/89 and repealed 6% sales tax on
gasoline.
Missourd Increased from 7 cents a gallon to 11 cents, 6/87 120.0
Montana Increased from 17 cents-a gallon to 20 cents. 7/87 125
Nevadz Increased froim 13 cents a gallon to 16 cents. 7/87 17.1!
Increased to 18 cents a gallon. 7/88
New Mexico Increased from 11 cents 2 gallon to 14 cents - 7/87 55.0
and from 11 cents to 16 cents for special
fuels.
North ‘Dakota " Increased from 13 cents a gallon to 17 cents. 7/87 13.0
Ohilo Increased from 12 cents a gallon to 14.7 7/87 143.1
. Ceuts.
Oklahoma Increased gasoline and special fuels from 10 5/87 104.3
cents a gatlon to 16 cents,
Increased diesel fuel from 10 cents 2 gallon 5/87 12.0
to 13 cents.
Oregon Increased from 12 cents a gallon to 14 cents. 1/88 15.0
Increased to 16 cents. 1/89
Increased to 18 cents. 1/90
Pennsylvania Increased dlesel fuel from 6 cents a gallon to
18 cents to offset revenue loss due to court
CAsC.
South Carolina Increased from 13 cents a gallon o 15 cents, 7/87 60.0
Increased to 16 cents. 1/89
Texas Increased from 10 cents a gallon to 15 cents. 9/87 400.0
Utah Increased from 14 cents a gallon to 19 cents. 5/87 40.0
Wisconsin Increased from 18 cents a gallon to 20 cents. 8/87 48.0
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Table A-14 (cominued)
1987 STATE TAX CHANGES BY TYPE OF TAX

Fy 88
Revenue Change
State Tax Cbange Description Eff. Date (3 in miilions)

MISCELLANEOUS TAXES

Arkansas , Increased tax on light beer and wine. N/A N/A
Increased tix on domestic insurance
premiums

Connecticut Enacted property tax relief program.

Dist. of Col Retroactively expanded public utilities gross 7/85 5.0
receipts tax to afl telecommunications.

Florida Accelerated Insurance premium tax 7/87 6.4
Decreased phosphate severance tax from 7/87 6.2
$2.23 2 ton to $1.79 a ton.

Idaho Lottery referendum on November '88 ballot.

Hitnols Levied sales tax on used car sales. 1/88 8.0

Indfana Lottery referendum on November ‘88 ballot.

Kansas Decreased oil severance taxes for low- 5-6
producing wells,

Louislana . Threeqear exemption for wells drilled. 7/87 {10.0)
Increased uncmployment insurdnce taxes,

Minnesota Increased Insurance groes earnings tax. . 12.2
Increased telephone gross earnings tax. 40.5
Increased liquor-beer excise tax. 1.7

Montana Decreased coal, oil, and gas severance taxes.

Created new workmen's compensation tax
equal to 0.3% of payroll.

Nebraska ) Changed paramutual tax. 4.5

Nevada Raised the top rate for the gaming tax from 7/87 8.5
5.75% to 6%.

Adopted a severance tax 7/87 1¢.0

Increased state property tax from 2 cents per
$100 of assessed valuation to:

4.7 cents 7/87
5.2 cents 7/88
New Mcxico Decreased natural gas severance tmoc
North Carolina Decreased unemployment insurance taxes.

Increased alcohol beverage taxes.

69



Table A-14 (continued)

1987 STATE TAX CHANGES BY TYPE OF TAX

. FY 88
. Revenue Cbange
State Tax Change Déscription Ef. Date 3 in millions)
Miscellaneous Taxes (continued)
North Dakota Increased motor wehicle excise tax from 5% 7/87 3.0
to 5.5%.
Decreased coal severance tax from $1.04 2 7/87 (5.5
ton to $.75 a ton.
Decreased oil extraction tax 4/87 (1.0)
Repealed oil extraction exemption. 7/87 2.0
Lottery Initiative on June ‘88 ballot. '
Ohlo. " Imposed corporate income tax on long- 7/87 15.0
distance phone companics.
fimposed sales tax on longdistance phone 7/87 61.1
companies.
Removed long-distance phone companies 7/87 4.8
from direct use exclusion.
d Interstate  long-distance gross 32.5)
" receipt tax on phone companies.
Oklahoma Repealed corproate conservation excise tax -.0.8
credic ]
. Raised alcohol excise taxes. 6/87 7.0 ;
Pennsylvania Decreased utility gross recelpts tax 1/88 Q0.9
Increased hazardous waste toc 1/88 1.7
South Carolina Ended 3% merchants’ discount: for collecting 8/87 70.0
sales tax.
Eliminated remaining business inventory FY89 (120.0)
taxes:
South Dakota Increased alcohol beverage taxes.
Texas Increzsed motoe vehide sales tx from 5% to 6%, 9/87 117.0
Increased franchise tax. 1/88 211.0
Virginia - PFroze public utility gross receipt taxes ac '87 23.3
level for one year.
Restrucnired insurance premium tax 5.1
Lottery referendum on November '87 hallot, e
Washington ‘Increased motor vehicle excise tax from 1/88 6.8 -
2.354% to 2.454%. ) ;
West Virginia Increased unemployment Insurance taxes. > !
Wisconsin Phase-out inheritance tax over 5 ycars. 1/88 (1.2) 3
Decreased utilities tax. 6.9 [
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