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Preface

THE FISCAL SURVEY OF STATES: DECEMBER 1988 v

The Fiscal Survey of States is published twice annually
by the National Association of State Budget Officers
{(NASBQ) 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. Al-
though not the totality of state spending, these funds
are used ro finance most broad-based state services
and are the most important elements in determining
the fiscal health of the states. A separate survey that
includes total state spending also is conducted annually.

The field survey on which this report is based was
conducted by the National Association of Stare
Budger Officers in August through November 1998.
The surveys were completed by Governors’ state
budger officers in the fifty states and the common-
wealth of Puerto Rico.

Each edition of The Fiscal Survey of States includes
a feature on a state policy or budget issue. This edition
includes a feature on the states’ use of fiscal 1998
general fund surpluses.

Fiscal 1997 data represent acrual figures, fiscal
1998 figures are preliminary actual, and fiscal 1999
data are figures contained in enacted budgets.

In forty-six states, the fiscal year begins in July and
ends in June. The exceptions are Alabama and Michi-
gan, with an October to September fiscal year; New
York, with an April to March fiscal year; and Texas,
with a September to August fiscal year. In addirion,
twenty states are on a biennial budget cycle.

The Fiscal Survey of States is a cooperative effort of
the National Association of State Budget Officers and
the National Governors’ Association. NASBO staff
member Stacey Mazer compiled the data and pre-
pared the text for the report under the overall direc-
tion of Gloria Timmer, NASBO executive director.
Mary Dingrande, Patrick Casados, and Lezlee
Thaeler of the NASBO staff contribured to the text.
Editorial assistance was provided by Alicia Aebersold
and Karen Glass in NGA’s Office of Public Affairs.--
Nick Samuels of NASBO assisted in production.
Dotty Esher of State Services Organization provided
typesetting services.



Executive Summary
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The better-than-anticipated performance of the na-
tional economy combined with cautious state spend-
ing means that states are ending fiscal 1998 in a
position of fiscal strength. Yer, the recent fluctuations
in the stock marker and in consumer confidence make
for an uncercain future, and analysts are predicting
more moderate economic growth in the near furure
when compared with the past year’s robust level of
growth.

This edition of The Fiscal Survey of States provides
an overview of states’ use of fiscal 1998 general fund
surpluses in addition to the ongoing reporting of state
balances that appears in each edition of this Teport.
“Fiscal 1998 general fund surplus” is defined as funds
above the amounts assumed when the fiscal 1998
budger was enacted.

General Fund Balances

States completed fiscal 1998 with general fund bal-
ances that will aid in weathering the next economic
downturn. Over the past several years, states have
been building up rainy day funds to help prevent
major disruptions in services to citizens when the
economy's growth rate eventually slows from its cur-
rent rapid pace. The cautious environment in states
stems from still-painful memories of the rapid fall of
balances during economic downturns in both the
early 1980s and the early 1990s.

In 1980, states’ healthy balances of 9 percent of
expenditures rapidly diminished. In fact, balances
declined from 9 percent to 4.4 percent in the one-year
period from fiscal 1980 to fiscal 1981.

During the early 1990s, states did not have a
sufficient level of balances to weather the fiscal scorm.
In fiscal 1989, before the decline, state balances were
at 4.8 percent of expenditures. These balances fell to
a low of 1.1 percent by fiscal 1991, Because of their
lack of resources, states had to reduce cutrent-year
budgets, causing a great deal of uncertainty for those
receiving and delivering necessary state services. In
fiscal 1992 and fiscal 1993, thirty-five states and
twenty-three states, respectively, were forced to re-
duce current-year budgets because ¢: the serious eco-
nomic decline. States also had to sharply increase
taxes, raising $25 billion in new revenue over a two-
year period.

States’ experiences with these rapidly declining
balances during the early 1980s and the budger cur-
ting and tax increases required to maintain balanced
budgets during the early 1990s has led them ro cau-
tiously position themselves to manage the next eco-
nomic downturn with less disruption to the services
that citizens expect from government.

The survey’s key findings on fiscal 1998 general
fund surpluses are as follows.

m Virtually ali states reported a surplus for fiscal
1998. The decisions abour using surplus funds
were often made in fiscal 1998, with actions oc-
curring in both fiscal 1998 and fiscal 1999.

m  About one half of the states used their surpluses to
increase rainy day or budget stabilization funds. In
many cases, portions of the surplus in fiscal 1998
increased rainy day fund balances and are reflected
in the balances that states report for both fiscal

1998 and fiscal 1999.

m Surplus funds also were used for investment-in
capital construction, elementary and secondary
education, higher education, technology, “year
2000" computer compliance, debt reduction, and
state endowments.

B States also created other reserve funds. Examples
of these funds include tax reform accounts, reserve
funds for the Temporary Assistanck for Needy
Families (TANF) program, and property tax relief
funds.

Other key findings of this survey include
the following.

State Spending

States estimate an increase in general fund spending
of 5.7 percent for fiscal 1998 and 6.3 percent for fiscal
1999. These figures incorporate one-time spending
from surplus funds, transfers into budger stabilization
funds and other reserve funds, and payments 1o local
governments to reduce propercy taxes.

® Only two states reduced their fiscal 1998 enacted
budgets. This number is considerably lower than .
the number of states that have been forced to
reduce their enacted budgets in previous years.



™ As part of the implementation of the Temporary
Assistance for Needy Families program, states are
moving in new directions to provide support serv-
ices for families to achieve self-sufficiency. For
instance, seven states changed their cash assistance
payments for fiscal 1999, mostly to increase bene-
fit levels.

About one half of the states enacted changes affect-
ing local governments. The majority of these changes
increase aid to education and offer property tax relicf.
Other changes include zid to county welfare services,
long-term care assistance, relief from personal prop-
erty taxes levied on vehicles, and assumption of costs
for local courts.

Almost all states granted employee compensation
increases for fiscal 1999. The average across-the-
board increase was approximately 3.8 percent. In ad-
dition, eligible employees received additional
amounts for merit pay and movements along pay
scales.

State Revenue Actions

Net tax and fee changes will decrease fiscal 1999
revenues by $7.0 billion. These changes reflect both
the impact of multiyear tax reductions, such as in
Georgia, Maryland, New York, Pennsylvania, and
South Carolina, and one-time tax rebates thar oc-
curred in Minnesota and Ohio. This is the fifth con-
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secutive year that state legislative actions have re-
sulted in a net decrease in state revenues. In contrast,
only twice during the 1980s did states have a net
reduction in taxes,

The most significanc rax reductions are once again
to personal income taxes, including reducing rates,
increasing deductions and exemptions, assisting the
elderly, and providing education tax credits. In addi-
tion to rax reductions, some states have constitutional
and statutory provisions to provide automatic refunds
to citizens based on state revenue limits.

B Fiscal 1998 tax collections are abour 3.6 percent
higher than the estimates states originally used in

adoprting their budgets.

®m Fiscal 1999 rax collections include an increase of
3.9 percent above fiscal 1998 tax collections.
These tax collections represent collections from
the sales, personal income, and corporate income
raxes.

Year-End Balances

® Balances as a percentage of expenditures continue
at healthy levels. Year-end balances are at 7.9 per-
cent, 8.8 percent, and 7.1 percent in fiscal 1997,
fiscal 1998, and fiscal 1999, respectively.



State Expenditure Developments
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CHAPTER OHKE

Budget Management in Fiscal 1998

Only wwo states—Alaska and Hawaii~reduced their
fiscal 1998 enacted budgets. This number contrasts
sharply with the twenty or more states that reduced
their enacted budgets during fiscal 1990 to fiscal
1993, the peak period for midyear budger adjust-
ments. During the past five years, thirteen or fewer
states have had 1o reduce their enacted budgets (see

Table 1 and Figure 1).

State Spending for Fiscal 1999

State spending in fiscal 1999 is estimated to be
6.3 percent above fiscal 1998 (see Table 2 and Figure
2). About half of the states estimate expenditure
growth below 5 percent in fiscal 1998 and in fiscal
1999 (see Table 3 and Appendix Table A-4).

Assistance under the Temporary Assistance for
Needy Familjes Program. For fiscal 1999, forty-three
states maintain the same cash assistance benefit levels
that were in effect in fiscal 1998. Of the seven states
that made adjustments 1o cash assistance benefit lev-
els, almost all acrions result in benefit increases (see
Table 4). Mosrt state welfare reform acrivity centers
around restructuring the program rather than adjust-
ing cash assistance payments. Since the enactment of
the 1996 welfare reform law, caseloads have declined
substantially in nearly every state. Between August
1996 and June 1998, welfare rolls dropped 32 percent
nationwide, with sixteen states experiencing caseload
declines of more than 40 percent. Specifications in
the welfare reform law require states to spend from

. JABLE 1

75 percent to 80 percent of their 1994 Aid to Fami-
lies with Dependent Children (AFDC) spending on
TANF maintenance of effort. Because of this require-
ment and the fact thar today’s national caseloads are
only 59 percent of the 1994 caseloads, states are
spending more per case. [n particular, states must now
focus more of their efforts on serving the harder-to-
serve recipients. Using some of the resources made
available by the declining number of recipients, states
are expanding existing programs and developing new
and innovative programs to move families toward
self-sufficiency.

Medicaid. The Congressional Budger Office
(CBO} is projecting an average annual increase of
7.6 percent in Medicaid spending from fiscal 1998 to
fiscal 2008. Although this rate is less than the double-
digit rates experienced from 1990 to 1995, it stiil
exceeds the overall growth in state spending. Other
trends point to higher health care spending over the
next several years, such as an increase in medical care
inflation and cost pressures on health maintenance -
organizations, which could result in higher managed
care premiums. As of June 30, 1997, about 15 million
Medicaid beneficiaries were enrolled in managed care
plans, representing 47 percent of all beneficiaries.
Another pressure on Medicaid spending will continue
to be the aging of the population. By 2020, it is
expected that there will be twice as many Americans
ages sixty-five and older who need some type of long-
term care services, increasing from 7 million today to
more than 14 million. Maintaining the moderare
growth rate for Medicaid spending will continue to
be a challenge for states.

Budget Cuts Made After the Fiscal 1998 Budget Passed

Size of Cut

State (Millions) Programs or Expenditures Exempted from Cuts

Alaska $58.9 Education.

Hawaii 271 Elementary and secondary education and University of Mawaii instruction programs,
debt service, employees’ retirement system and health insurance, unempioyment
insurance, workers' compensation, correctional facilities, public welfare payments,
children and adult menta) health.

Total $87.0 -

SQURCE: National Associalion of State Budget Officers.




JABLE 2

State Nominal and Real Annual Budget
Increases, Fiscal 1979 to Fiscal 1999
State General Fund

Fiscal Ysar Nominal Increase Real Increase

1999+ 6.3% 3.8%
1898 5.7 3.9
1997 5.0 2.3
1996 4.5 1.6
1995 6.3 3.2
1594 5.0 2.3
1993 3.3 0.6
1992 5.1 1.9
1991 4.5 0.7
1890 6.4 21
1989 4 8.7 4.3
1988 7.0 29
1987 6.3 2.8
1586 8.9 3.7
1885 10.2 4.6
1984 8.0 3.3
1983 0.7 -6.3
1982 6.4 -1.1
1981 16.3 6.1
1980 10.0 -0.56
1879 101 1.5
19791999 average 6.5% 1.8%

NOTES: The state and local government impiicit price deflator
and the consumer price index were used for state expenditures
in determining real changes. Fiscal 1998 figures are based on
the change from fiscal 1987 actuals to fiscal 1998 preliminary
actuals, Fiscal 1898 figures are based on the change from fiscal
1988 preliminary actuals to fiscal 1998 appropriated.

SOURCE: National Association of State Budget Officers,

FIGURE 1
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TABLE 3

Annual State General Fund Expenditure
Increases, Fiscal 1998 and Fiscal 1999
Number of States

Fiscal 1938 Fiscal 1999
Spending Growth {Preliminary Actual) {Appropriated}
Negative growth 1 5
0.0% to 4.9% 20 18
5.0% to 9.9% 26 21
10% or more 3 9

NOTE: Average spending growth for fiscal 1998 (preliminary
actual) is 5.7 percent; average spending growth for fiscal 1999
(appropriated) is 6.3 percent.

SOURCE: National Association of Stale Budget Officers.

Aid to Local Governments. About half of the
states enacted changes affecting aid to local govern-
ments, with the majority of changes increasing aid to
education and providing property tax relief. Other
changes include aid to county welfare services, long-
term care assisrance, economic development aid, and
assumption of costs for local courts (see Table 5).

Employee Compensation. Almost all states
granted employee compensation increases for fiscal
1999. The average across-the-board increase was ap-
proximately 3.8 percent. In addition, eligible employ-
ees may receive additional amounts for merit pay and
movements along pay scales (see Table A-5).

Budget Cuts Made After the Budget Passed, Fiscal 1986 to Fiscal 1998
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SOURCE: National Association of State Budget Officers.




FIGURE 2
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Annual Budget Increases, Fiscal 1979 to Fiscal 1999

Percentage Budget Increase

20 +

54

197 1980 1981 1982 1983 1084 1985 1986 1987

1985 1999 1990 191

Fiscal Year

1552 1963 1994 1995 1996 1997 1998 1999

SOURCE: National Association of State Budget Officers.

TABLE 4

¢

Enacted Cost-of-Living Changes for Cash Assistance Benefit Levels under the Temporary
Assistance for Needy Families Program, Fiscal 1989

State Parcent Change
Califarnia* B.1%
Louisiana® 7.1
Maine 5.0
Maryland 2.9
Mississippi -0.5
North Dakota 2.2

Utah 6.0

NOTES:
Califernia

Louisiana

SOURCE:

Represents restoration of a
adjustment.

prior 4.9 percent grant reduclion and a 2.84 percent cost-of-living compounded

Represents the average percenl increase in the amount of the manthly TANF cash grant. During the 1998 regular
session, the legisiature eliminated the former distinction between the amount of the TANF grant for residents of urban
and rural areas, and raised the amount of the grant for rural area residents to the level of the grant for urban residents,

effective July 1, 1998.

National Association of State Budget Officers.




TABLE 5

THE FISCAL SURVEY OF STATES: DECEMBER 1988 4

Enacted Changes in Aid to Local Governments, Fiscal 1899

Alaska
Arizona

California

Connecticut ¢

Delaware

Hawaii

Indiana

Kansas

Kentucky

Louisiana

Maine

Maryland

Massachusetts

State aid to local governments decreased by $2.5 million, or 5 percent. The legistature also enacted a $250 miilion
debt service reimbursement pragram for urban school districts and provided additional funding for school repairs.

For fiscal 1999, the state funded a portion of lhegrowth in the long-term care program that would have been a county
responsibility. The general fund amount provided in fiscal 1999 totals $12.8 million.

The budget includes $67.8 million as an emergency augmentation for child welfare services without requiring any new
county match. This emergency funding is likely to continue until a comprehensive workipad/caseload study of child
welfare services is completed by an outside consultant, The budget also includes $33.2 million lo expand adult
protective services to allow counties to provide greater protection to elderly dependent adults who are in danger of
or are victims of abuse, neglect, or exploitation. Also enacted was a $60 million disproportionate share hospital relief
program.

The fiscal 1999 budget reflects the first full fiscal year of funding for CalWORKS, Califarnia's new welfare reform
program. Thus, although there are dramatic increases for child care and county performance incentives, those reflect
annualized costs rather than new policy.

For trial courts, the state assumed former county costs of $100 million beginnin? in fiscal 2000. This is in addition to
the $300 million buyout of county casts and the backfill of $62 million of revenue oss ta cities budgeted in fiscal 1999

The budget includes an additional $112 million in education aid {8 percent); an additional $30 million in payments in
lieu of taxes on state-owned property (B4 percent). an additional $15 million in payments in lieu of taxes on privale
colleges and haospitals (18 percent); and an additional $10 million in town road aid funding (50 percent}. QOverall, the
budget increased by 10 percent.

Increases inciude the realty transfer tax ($13 million; $6.7 million net on going), aid to local law enforcement {$30
million one time), and municipai street aid ($1 million one time),

Changes include an increase in the transient accommodations tax (TAT) from 6.0 percent to 7.25 percent effective
January 1, 1999, and a change in the tax's revenue distribution. There is approximately a $12 million decrease in the
co?ntiels' shgre, offset by retirement system and health insurance savings, for a net gain of $37 miilion for counties
in fiscal 1999,

Increases include appropriations to replace the motor vehicle excise tax and funds to replace the local inheritance
tax, Revenue losses occur because of rate reductions and an increase in the Class “A” exemption.

The statewide property tax mill levy was reduced from 27 mills to 20 mills, costing the state $70 million to replace
locai resources in fiscal 1999 and another $50 million in fiscal 2000, This represents 4.6 percent of a 13.7 percent
increase in general fund state aid for schools from fiscal 1898 to fiscal 1999.

The Ciiy and County Revenue Sharing Fund and Special City and County Highway Fund demand transfers were held
to a 2.4 percent increase rather than statutory levels. This reduced the amount transferred to local governments by
approximately $14.1 million.

The budget increased the percentage of coal severance tax proceeds returned to units of local government under the
severance tax dedicated programs from 31 percent in fiscal 1998 to 35 percent in fiscal 1999 and to 38 percent in
fiscal 2000. This resuited in the $54.7 million returned in fiscal 1898 increasing to $58.1 miillian in fiscal 1999 and to
$64.4 million in fiscal 2000.

Supplemental payments to constables and justices of the peace were increased from $50 per month to $75 per month
per recipient, a 50 percent increase. Other changes include a 9 percent increase in sales tax dedicated funding from
$23.9 million in fiscal 1998 to $26 million in fiscal 1999: and a 4.2 percent increase in appropriation for video draw
poker revenue receipts, from $40.9 million in fiscal 1998 to $42.6 million in fiscal 1999,

The state enacled a homestead exemption program estimated at $48.6 million that exempts §$7,000 of property
evaluation for primary residences.

Enacted changes affecting state aid to local government for fiscal 1999 through fiscal 2002 include: $16.3 million for
targeted improvement grants based on the number of children eligible for free and reduced-price meals; $10.5 million
forteacher development programs; an increase of 170 percent for grants for programs for students with limited English
proficiency; a 29 percent increase in funding for extended elernentary education; an increase of 138 percent for aging
school repairs; and $3 million for the school library media incentive program.

Additionally, aid to library programs increased from $9.25 to $10.75 per capita in fiscal 1999, and to §1 1, $11.50, and
$12 per capita for fiscai 2000 through fiscal 2002 and thereafter.

The state made an additional distribution of $62.8 miilion in lottery revenues to cities and towns because of fiscal
1998 surplus receipts. Marginal increases were also made in several elementary and secondary education programs,
including school building and regional transportation, as a part of education reform first implemented in fiscal 1994.

Effective in fiscal 1998, county government in two mere of Massachusetts’ fourteen counties was abalished (bringing
the totai of abolished counties to four). The counties’ functions, assets, debts, and obligations have been assumed

by the state.
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TABLE § {continued)

Enacted Changes in Aid to Local Governments, Fiscal 1989

Michigan

Minnesota

Missouri

Montana

Nebraska

New Jersey

New York

North Bakota

The stale revenue-sharing program, which distributes state-collected sales tax as unrestricled revenue to local
governments, was capped by limiting growth to the rate of inflation (2.2 percent Detroit consumer price index). Without
the cap, the distribution to cities, villages, townships, and counties would have totaled $1.4 billion, a $51 million or
3.8 percent increase over fiscal 1992, The enacted fiscal 1998 budget appropriates $1.38 billion, a $30 million, 2.2
percent increase over fiscal 1998,

Public Act 328 of 1998 amended the General Property Tax Act to allow distressed communities to grant personal
property tax exemptions of new personal proeperty in specified local areas or districts. For every $100 million in new
personal property that qualifies for an exemption under this bill, local governments are estimated to lose $2.6 million
and local school property tax revenue is estimated to decline by $1.8 million. The exemption will become effective on
the December 31 following the approval of the resolution by the governing body and continue in effect for a period
specified in the resoiution, The goal of the exemptions is to reduce unemployment, promote economic growth, and
increase capital investment in the state.

The 1998 legislative session did not have a significant fiscal impact on state aid to logal governments in fiscal 1999.
There was one major local government aid apgropriation for flood relief. The appropriation was $10 million in fiscal
1992 and an additicnal $5 million in fiscal 2000.

Although not affecting fiscal 1999, the composition of future local government property tax reform was accomplished
by compressing property tax class rates. The highest class rate for commercial and industrial property was reduced
from 4 percent to 3.5 percent, apartments from 2.9 percent to 2.5 percent, and first-tier single family rental housing
from 1.9 percent to 1.25 percent. Increases in homeowner's property tax burdens that would have resuited from the
class rate compressions were offset by increasing the state credits to homeowners. These changes will result in lower
property taxes from businesses and higher state aids to homeowners beginning in fiscal 2000,

Property taxes were reduced for certain commercial, industrial, and apartment properties. In cenjunction with property
tax relief, the state extended limits on locai governments’ ability to increase levies to fiscal 2000,

Enacled changes include a $500,000 (2.3 percent) increase in the ongoing per diem rate for state prisoners; a $4
miliion one-time appropriation to assist in construclion of the St. Charles convention center, a $10 million one-time
aﬁ:ropriation lo assist in construction of the American National Fish and Wildlife Museum in Springfield; a $200,000
{50 percent) increase in aid to Regional Planning Commissions; §5 million in one-time funds to assist renovation of
the Liberty Memorial in Kansas City; $500,000 in one-time funds to assist renovation of the Missouri History Museum
in St. Louts; $500,000 in one-time funds to assist renovation of the Missouri Botanical Garden in 51, Louis; $950,000
to assist [ocal port authorily construction; $1.2 million in one-time funds for local bridge and intersection projects of =~
regional interest; $67,000 in one-time funds to assist in crime lab construction in Kansas City; and $100,000 in._
ene-time funds to assist in crime lab construction in Cape Girardeau.

State subpon for public schools increased by $31 miliion in fiscal 1998 (1.2 percent) and $15.6 million in fiscal 1999
(2.1 percent). Of the amount for fiscal 1998, $13.5 million of fiscal 1998 was one-time money not included in the

percentage calculations,

Significant increases in state aid to loca) governments include a 21 percent increase in aid to community colieges, a
24 percent increase in school aid, and new programs to aid schools, counties, and fire districts. The state is alse
assuming the costs of assessors in five counties.

Municipal aid increased by approximately $5 millian, from $1.559 billion to $1.564 billion. This represents an ifcrease
in utility taxes collecled by the state and distributed to municipalities, Aid to lacai schoel districts increased by
approximately $802 million. This includes an increase of $258.2 million in direct aid payments and $348.8 million in
payments made by the state on behalf of local districts for the employers' share of teachers pensions and social

secutity costs.

Final phase-in of the state lakeover of county court operations is in place. The amount of state fundin? to cover these
operations increased by approximately $80 million, from $120 million in fiscal 1998 to $210 million in fiscal 1999. The
increase in direct state funding allows for direct taxpayer savings at the county ievel.

The fiscal 1999 budge! will result in net benefits of more than $1 billion for all classes of local government, when
compared with fiscal 1998. The majority of increased aid is for education. Ceunties {including New York City) will
realize savings of $686 million. School districts (excluding New York Citfy) will gain $338 miilion in additionai aid. Cities
{excluding New York City), towns, and villages will receive a net benefit of $39 million,

Although the fiscal 1899 budget includes no unfunded mandates, it does include sales tax exemptions expected to
cost iocal governments approximately $26 million. The budget also continues a state-funded multiyear cut in local
school property taxes and the New York City personal income tax.

Statutory changes go into effect on January 1, 1999. As of that date, 4 percent of the one cent sales tax is deposited
into the State Aid Distribution Fund. All maney in that fund is distributed to local governments through a continuous
appropriation. Prior to January 1, 1996, & percent of the one cent sales tax was deposited in the State Aid Distriution
Fund and the legislature appropriated an amount to be distributed to local government,
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TABLE 5 {continued)

Enacted Changes in Aid to Local Governments, Fiscal 1999

Pennsylvania The Keystone Opportunity Zone program will revive economically distressed urban and rural communities by designating
no-tax areas. State and local taxes would be waived for individuals and businesses in the designated areas.

The Main Street Program will provide a new $2 million for revitalization of central business districts. The Homesteacd
Act provides communities the opportunity to substitute earned income taxes for real propeny taxes, with some
restrictions. Property taxes can be decreased with a homestead exclusion. In fiseal 1999, there 1s $6 million availabie
to counties for starl-up costs. Some nuisance laxes could also be eliminated.

QOther changes include $5 million for county-based specialized probation services for juveniles, an additional $4 miition
for local drug and law enforcement including police training, $7 million to enhance online capabilities at all public
Iibrartries under the Technology for Public Libraries program, and the beginning of state funding of the existing county
court system.

Rhode isiand The state enacted a phase-out of the iocal motar vehicle and inventory property taxes. The state will increase local
tz_ud b[yzanoequal amount. The estimated fiscal impact is $30.3 million in fiscai 1989, increasing lo $328.6 milion by
iscal 2010.

South Carolina  The budget includes an additional $12.1 million, or a total of $240 million, to reimburse locai governments for the
Property Tax Relief Fund, which will maintain the current homestead exemption for residential school property taxes
at $100,000. Gther changes include $21.1 million to reimburse local governments for the second year of a three-%_ear
phase-in to reduce the flaor for calculation of manufacturin? depreciation frarn 20 percent to 10 percent This
calculation is used in formulating property taxes paid by manufacturers.

*  An additional $10.9 million is included in the budget to fully fund the Local Government Fund. South Carolina statute
requires an appropriation of not less than 4.5 percent of the fatest completed fiscal year's general fund revenues o
the Local Government Fund,

Anincrease of $1.4 million is provided to reimburse lacal governments for a $20.000 residentiat homestead exemplion
for homeowners sixty-five years of age or older.

Act 434 raises the driving-under-the-influence offense fine from $200 to $300, increases the assessment. and
decreases the percentage of the assessment the municipality retains. The net increase in local revenue to
municipalities is estimated to be $616,000 statewide.

South Dakota Property tax relief is paid out through state aid to education. The state currently funds 20 percent property tax relief
through the state aid formula. In calendar year 1999, the state will provide 25 percent property tax relief, which will
increase the commitment of the state by $10.2 million for fiscal 19989, or $20.4 millian for the catendar year

Tennessee Local governments with newly constructed convention centers and tourism facilities that create an increase in state .
and local sales taxes are allowed to use the revenue increase to pay debl service on facilities, not to exceed thirty
years. Additionai state aid is estimated to exceed $1 million annually. Also, the state established a comprehensive
growth poiicy that requires local governments to enter into a comprehensive planning process to creale a long-term
growth policy. This makes extensive changes in the manner {o which tax revenues are shared with local governments.

Vermoent After years of debate, the 1997 General Assembly passed education funding reform and property tax relief with major
elements of the program beginning in fiscal 1999,

Creation of a statewide property tax of $1.10 per 100 dollars of equalized education grand list (with transition
provisions for towns presently above and below this level} in fiscal 1999 will repiace a significant portion of the current
local schooi tax, The state will provide each student in every school district a $5,282 educalion grant. The total cost
is approximately $558 million. 'IPowns choosing to spend more than this amount wiil levy a local share school tax, The
local share will be equalized through a yield mechanism that ensures each communily that chooses to spend above
the education grant an equal return per penny on its tax rate per pupil as in any other community. In fiscal 1889, this
yield is guaranteed by the state at a total cost of appreximately $128 miltion. In addition o this basic level of education
funding, the state will provide school districts approximately $95 million in categerical aid.

Through income sensitivity provisions, the program limits the stalewide property tax liability for residents with
house%old income less than $75,000 to the smaller of 2 percent of household income or the lax on the fair market
value of the homestead minus $15,000. Local share tax, if any, is calculated as a percent of the statewide tax. A

roperty tax rebate program is available where household income is $47.600 or less. Total estimated fiscal 1999 cost
1s $85 miliion. The stale will provide municipalities full reimbursemert for losi municipal property tax revenue as a
result of use value appraisal, at a cost of approximately $4 million. State payments to municipalities in lieu of property
taxes were funded at $1 million for fiscal 1999, . _ :

Virginia The adopted bill provides that over the next five caiendar years, the commonwealth will;ag an increasing share of

the personal property tax levied on each personally owned vehicle, up to the maximum of $2 000 of assessed valye,
During the phase-in period, the share of tax paid by the commonwealth will be from 12.5 percent in fiscal 1998 to 100
percent in fiscal 2002. For the first year, the commonwealth will reimburse taxpayers directly, Thereafter, the
commonwealth wili pay localities the applicable share of the tax for that year,
The percentage reimbursement will not increase to the next level if any of three conditions occurs: actual general fund
revenues, including transfers, are 0.5 percent or more below projected revenues in the appropriation act far that year;
the December general fund revenue forecast, excluding transfers, is less than 5 percent for the preceding year; the
December generai fund revenue forecast, including transiers, is beiow the general fund appropriations for either fiscal
year included in the appropriation act in effect at the time.

The bill provides that the program is capped at 8.5 percent of total general funds available for appropriation.
The cost of the program is currently projected to grow to §1 .013.5 million over the five-year phase in period, with a
growth rate of about 4.6 percent per year thereafter, given continuation of current economic trends,
Amendments to the 1998-2000 budget provide $55.0 million each year for school construction, additions,
infrastructure, site acquisition for public school buiidings and facilities, renovations, and debt service payments on
. school projects that have been completed during the [ast ten years.
West Virginia Beginning in fiscal 1897, a portion of the state's oil and gas severance tax revenue is distributed back to local

governments in the form of revenue sharing, By fiscal 1999, 10 percent of all annual oil and gas severance tax revenue
will be distributed back to local governments for their use. The amount of revenue sharing grows from $375,000 in

fiscal 1897 to $2 million in fiscal 1999.
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CHAPTER TWO

Overview

Net tax and fee changes will decrease revenues by
$7 billion for fiscal 1999 (see Table 6), the fifth
consecutive year that state actions result in a decrease
in new revenues (see Figure 3). Although the state rax
reductions are relatively moderate, they continue the
trend in recent years to reduce taxes. Most of the tax
reductions have been for personal income raxes.

In addirion to legislated tax reductions, some
states also grant automatic refunds to taxpayers, often
as a result of constitutional and statutory revenue
limits. For example, Colorado, Florida, Louisiana,
Massachuserts, Michigan, and Missouri limic reve-
nues to the growth in state population or state per-
sonal income. Other states, such as Oregon, limit
revenue growth to the forecasted amount.

In the past fiscal year, four of these seven states
have reached their revenue limits. Colorado, Massa-
chusetts, Missouri, and Oregon have returned or plan
to recurn revenues in excess of their limits through
income tax cuts or tax credits. Minnesota and Ohio
have enacred legislation to return surpluses to state
taxpayers.

An issue that is likely to affect state tax systems in
the future is the growch of sales over the Internet. As
more and more transactions occur online and are
exempt from sales taxes, the sales tax collections on
which states rely will erode.

Revenue Collectiens in Fiscal 1998

Revenue collections for the sales, personal income,
and corporate income taxes for fiscal 1998 march or
exceed projections in virtually every state (see Appen-
dix Table A-7). In total, revenue collections were
abour 3.6 percent higher than the estimates states
used in adopting fiscal 1998 budgers. Similar to the
federal government, states have experienced revenue
collections exceeding original estimates, especially for
personal income tax collections. Based on the Con-
gressional Budget Office’s analysis of federal revenues
collections, some of the same factors may be affecting
state revenue collections. These factors include capi-
tal gains realization, unexpected growth in partnes-.
ship income, and the impact of large bonuses.

FIGURE 3

Enacted State Revenue Changes, Fiscal 1991 to Fiscal 1999 .
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SQURCE: National Association of State Budget Officers.




TABLE 6

Enacted State Revenue Changes, Fiscal 1979
to Fiscal 19589
Revenue Change

Fiscal Year (Billionsg)
1999 $-7.0
1998 4.6
1997 4.1
1996 -3.8
1995 2.6
1894 3.0
1993 3.0
1892 15.0
1991 10.3
1990 4.9
1989 0.8
1988 ' 6.0
1987 0.6
1986 1.1
1985 0.9
1984 10.1
1983 as
1982 3.8
1981 0.4
1980 2.0
1979 2.3

SOURCES: Advisory Commission on intergovernmental Rela-
tions, Significant Features of Fiscal federalism, 198586 edi-
tion, page 77, based on data from the Tax Foundation and the
National Conference of State Legislatures. Data for fiscai 14988,
1989, 1890, 1991, 1892, 1893, 1994, 1995, 1996, 1997, 1998,
and 1898 provided by the National Association of State Budget
Officers.

Revenue Collections for Fiscal 1999

Projected fiscal 1999 tax collections include an in-
crease of 3.9 percent above fiscal 1998 estimarted rax
collections. These rax collections represent collec-
tions for sales, personal income, and corporate in-
come taxes (see Appendix Table A-8).

Revenue Changes for Fiscal 1999

Thirty-five states enacted net revenue changes for
fiscal 1999 that will decrease revenues by $7.0 billion
(see Table 7). This amount represents about 1.6 per-
cent of fiscal 1999 general fund revenues. Tax in-
creases tend to be specific measures, such as raising
cigarerte or motor fuel taxes. In some cases, the reve-
nue changes include incremental amounts for tax re-
ductions that have been phased in for several years,
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such as in Georgia, New York, and South Carolina.
Excluded from these amounts are refunds thar staes
make based on constitutional and statutory revenue
limirs, such as in Colorade 2nd Missouri.

This survey differentiates berween tax and fee in-
creases and decreases {shown in Tables 7 and Appen-
dix Table A-9) and revenue measures {(shown in
Appendix Table A-10). Tax and fee changes reflect
changes in current law that affects taxpayer liability.
Revenue measures include deferrals of tax increases or
decreases that do not affect taxpayer liability. An
example of a revenue measure is the extension of a tax
credit that occurs each year.

Fiscal 1999 actions are highlighted below and ap-
pear in Appendix Table A-9.

Sales Taxes. Nineteen states made sales taxes
changes for fiscal 1999, mostly reductions. The most
significant changes include Georgia's final year phase-
out of the sales tax on groceries and Maine and Ne-
braska's 0.5-cent reduction in the sales tax. Staces
continue to provide additional sales rax exemptions,
often on equipment purchases by businesses and re-
search and development acrivities.

Personal Income Taxes. Once again, personal in-
come tax reductions dominated tax actions in srares.
Twenty-nine states reduced personal income raxes by
reducing rates, increasing deductions and exemp-
tions, lowering taxes for the elderly, and providing rax
credits for higher education. Currently, nine states do
not have broad-based personal income taxes—Alaska,
Florida, Nevada, New Hampshire, South Dakora,
Tennessee, Texas, Washington, and Wyoming.

Corporate Income Taxes. Sixteen states enacred
changes in the corporate income rax, including Ari-
zona's changes in apportionment and New York's
phase-out of prior-year reductions.

Cigarette and Tobacco Taxes. Only two states
increased cigarette taxes—Michigan and New Jersey.

Motor Fuels Taxes. Actions include Connecti-
cut’s reduction in its gasoline tax and Wyoming's
increase in its gasoline rax.

Other Taxes and Fees. Significant changes in other
taxes and fees include Arizona’s reduction in its vehi-
cle license tax, California's reduction in vehicle li-
cense fees, Kansas’ elimination of the inheritance rax,
Michigan’s phasing out of the intangibles rax, and
New York’s residenrial property tax reductions. There
were no significant fee increases.



TABLE 7
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Enacted Fiscal 1999 Revenue Actions by Type of Revenue and Net increase or Decrease* (Millions)

Other

FParsonal  Corporate Cigarettes/  Motor

State Sales Income Income Tobacco Fuels Aleohol Taxes Fees Total

Alabama $§ 00

Alaska 0.0
Arizona $-30.0 $-10.0 $-80.0 -120.0
Arkansas 0.0
California $-11.0 -787.0 -30.0 -3.0 $-553.0  -1.384.0
Celarado -31.2 -31.2
Connecticut -5.9 -45.0 -9.5 -$13.3 -4.5 -82.2
Delaware -45.8 -10.3 -56.1

Florida -42.5 -17.3 -67.6 11.0 -116.4
Georgia -147.0 -205.0 -352.0
Hawaii -46.0 -19.0 -65.0
Idaho 0.0
Hlinois -86.0 -21.0 -117.0
Indiana ~42.6 -11.7 -54.3
lowa -15.0 -70.6 -85 6
Kansas -32.0 -80.0 -16.0 -18.0 -156.0
Kentucky -1.0 -1.5 -1.0 -8.8 -12.3
Lovisiana -14.0 -14.0
Maine* -39.8 -30.1 -69.9
Maryland -62.0 -62.0
Massachusetts -775.0 -14.0 -789.0
Michigan* ~7.4 -180.8 -81.0 $23.1 -103.8 -349.9
Minnesota -2.4 -485.4 0.6 11.6 1.5 -474 .1

Mississippi 0.0
Missouri -16.0 -89.0 -52.0 -157.0
Mentana -38 -82.0 29.3 -56.5
Nebraska -82.0 -27.6 -109.6
Nevada 0.0
New Hampshire 0.0
New Jersey 200.0 200.0
New Mexico -5.0 -15.5 -20.5
New York -106.0 -109.0 -108.5 -712.0 -73.1 -1,109.6
Narth Carolina -18 4 -4.0 -1.3 -23.7
North Dakota 0.0
Ohio -726.9 -41.2 -12.2 -780.3
Okiahoma -159 -15.2 -31.1

Oregon 0.0

Pennsylvania -40.4 -92.0 -18.7 -88.9 -241.0

Puerto Rico 0.0
Rhode Isiand 0.0
South Carglina -10.3 24 .4 -4.6 8.5

South Dakota 0.0
Tennessee -2.0 -2.0
Texas 0.0
Utah 0.0

Vermant 0.0

Virginia 52 -1.7 -6.9

Washington -3.4 -18.7 -22.1

West Virginia 0.0

Wisconsin -1.0 -319.4 -320.4

Wyoming 35.4 35.4

Total $-582.2 $-4442.6 §$-395.8 $223.1 $22.1 $0.0 $-1,267.3 $-584.3 $-7,027

NOTES: See Notes to Table 7. See Appendix Table A-9 for details on
SOURCE: National Association of State Budget Officers.

specific revenue changes.
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NOTES TO TABLE 7

Maine Sales tax reduction has not been officially recognized by the Revenue Forecasting Committee.

Michigan Tax changes for the personal income tax, corporate income tax, and cigarette/tobacco tax and phase out af the
intangibies tax were adopted prior to the 1998 legislalive session, but revenue impacts fiscal 1999,
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CHAPTER THREE

The steady growth of the economy has allowed srates
to build their reserves. Since fiscal 1994, balances
have exceeded 5 percent of expenditures.

Balances as a percentage of expenditures in fiscal
1997, fiscal 1998, and fiscal 1999 are among the
highest levels in the past twenty years (see Figure 4).
Total balances reflect the funds that are available for
states to use to respond to unforeseen circumstances.

‘Both ending balances and the balances of budget
stabilization funds are included in total balance fig-
ures (see Appendix Tables A-1, A-2, A-3, and A-11).

Balances for fiscal 1999 are $31.1 billion, or 7.1
percent of expenditures (see Table 8). Abour two
thirds of the states estimate balances as a percent of
expenditures to be 5 percent or more in fiscal 1999
(sce Table 9 and Figure 5). Balances in nineteen states
are estimated to exceed 10 percent of expenditures in
fiscal 1998, a healthy cushion for economic and other
uncertainties. States continue to build up reserves
during these strong economic times in order to avoid
major disruptions to services should the economy
slow considerably. They have learned that balances
can quickly erode during an economic downrurn,
States have not forgotren 1980, when they experi-
enced a 50 percent decrease in balances in one year
when balances decreased from 9 percent of expendi-
tures in fiscal 1980 to 4.4 percent of expenditures in
fiscal 1981.

FIGURE 4

TABLE 8

Total Year-End Balances, Fiscal 1979 to

Fiscal 1999
Total Balance

Fiscal Total Balance (Percentage of
Year {Billions) Expenditures)
1899* $31.1 7.1%
1998* 36.3 88
1987 30.7 7.8
1896 251 6.8
1985 20.6 58
1984 16.9 5.1
1993 13.0 4.2
1992 53 1.8
1991 3.1 1.1
1880 8.4 3.4
1989 12.5 4.8
15988 9.8 4.2
1987 6.7 3.1
1986 7.2 a5
1985 9.7 52
1584 6.4 3.8
1983 23 1.8
1882 4.5 2.9
1981 6.5 ) 4.4
1980 11.8 9.0
1979 1.2 8.7

NOTES: *Figures for fiscal 1998 are preliminary actuals, figures
for fiscal 1999 are based on appropriations.

SOURCE: National Association of State Budget Officers.
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Almost all states have some type of budger stabili-
zation fund. These funds may be budget reserve
funds, revenue shortfall accounts, or cash flow ac-
counts. About three fifths of the states have a limit on
the size of their budger reserve fund, with the limic
ranging from 3 percent to 10 percent of appropria-
tions. The most frequent limit is 5 percent of appro-
priations. Funds above the budger stabilization fund
limic generally would increase the state’s ending
balance.

States often use formulas to determine fund limits
as well as the method of deposit and withdrawal for
budger stabilization or rainy day funds. Access to
budget stabilization funds is often tied to specific
formulas such as when actual revenues fall below the
forecasted amounts. Or access may be based on a
statutory indicator such as a decline in state personal
income. Cyclical problems, especially if they are not
too severe, are often addressed through the use of
budget stabilization or rainy day funds. States must
also use their balances for cash-flow purposes.

Reserves are often used to address short-term im-
balances berween revenues and expenditures. Strate-
gies that states use for long-term solutions include
multiyear forecasting, spending affordability limits,
and expenditure controls.

Figure &
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TABLE 9

Total Year-End Balances as a Percentage of
Expenditures, Fiscal 1997 to Fiscal 1999
Number of States

Fiscal 1998
Percentage of  Fiscal 1897 {Freliminary Fiscal 1988
Expenditures (Actual) Actual) {Appropriated}
Less than 1.0% 1 2 2
1.0% to 2.9% 6 2 &
3.0% to 4.9% g 6 1
5% or more 34 40 30

NOTES: The average for fiscal 1997 (actual) was 7.9 percent;
the average for fiscal 1998 (prefiminary actual} is 8.8 percent;
and the average for fiscal 1999 (appropriated) is 7.1 percent.

SOURCE: National Association of State Budget Officers.

Some states have appropriation limits that can
serve as a safeguard when revenues fall below expec-
tations. By appropriating less than 100 percent of
estimated revenues, as occurs in Delaware, lowa, Mis-
sissippi, Oklahoma, and Rhode Island, states give
themselves a cushion for revenue shortfalls. This is
preferable to reducing enacted budgets midyear be-
cause of decreased revenue.

Total Year-End Balances as a Percentage of Expenditures, Fiscal 1989

M 5% ormore (41)
M3i%tosssn (5
A1%1029% {2
lessthan 1%  (2)




Regional Fiscal Outlook

CHAPTER FOUR

The economic outlook for almost all regions is posi-
tive, though uncertainties that have surfaced in recent
months will affect the economic forecast. Interna-
tional instability and a tight labor market would affect
regions differently and to varying degrees,

Population trends differ significantly across re-
gions (see Table 10). States in the Mid-Adantic, New
England, and Great Lakes regions experienced the
slowest population growth at 0.2 percent, 0.4 per-
cent, and 0.4 percent, respectively, between July 1996
and July 1997. States in the Southwestern and Rocky
Mountain regions continue to experience the greatest
influx of people, with an annual growth rate of 1.8
percent berween July 1996 and July 1997. The
fastest-growing states will continue to be in the Rocky
Mountain, Far West, Southwest, and Southeast re-
gions, according to the U.S. Department of Com-
merce’s Bureau of Economic Analysis.

Unemployment rates continue to be at record
lows. States in the Plains region experienced the low-
est average unemployment rate in August 1998, at
3.0 percent, while states in the Far West had the
highest average unemployment rate, at 5.6 percent.
Low levels of unemployment have led to labor short-
ages in some regions.

New England

Economic conditions in New England are mixed,
with retail sales experiencing strong growth while
manufacturing is experiencing some weaknesses.
Strengths in this region include information and com-
munication technologies, mail-order apparel, office
supplies, and office technology products. This region
has been affected by the uncertainty in the stock
market, most notably in creating 2 more cautious
environment for real estate transactions.
High-income states, such as Connecticut and Massa-
chusetts, are also more affected by losses from a rur-
bulent stock market. Consumer spending is moderate
to strong throughout the region. Tourism and spend-
ing related rto travel have been very strong in New
England, especially around Boston.

Unemployment in this region, at 3.3 percent in
August 1998, is below the national average of
4.1 percent, ranging from a low of 2.1 percent in New
Hampshire to a high of 4.8 percent in Rhode Island.

The fiscal 1998 balances in this region are below the
national totals. Most states in this region reduced
taxes, with the majority of changes in the personal
income tax. Spending for fiscal 1999 is below the
national average.

Mid-Atlantic

Over the past several months, economic growth has
slowed somewhat in this region. New York has expe-
rienced some weakening in real estate, especially
around the New York City area. Job market condi-
tions in this region are mixed, with layoffs in major
Wall Street firms in the New York City area. The
outlook for firms in this region is for modest growth.
Deregulation and consolidation in banking, health
care services, utilities, and telecommunications will
limit employment gains in this region. Consumer
confidence in New York, New Jersey, and Pennsylva-
nia declined in October.

The unemployment rate of 4.3 percent in August™
1998 is slightly above the national average of
4.1 percent. Unemployment rates range from a low of
3.5 percent in Delaware to a high of 5.3 percent in
New York. Ending balances in this region are below
the national average, reflecting the more moderare
growth in this region over the past few years relative
to the nation. Almost all states in this region reduced
taxes for fiscal 1999, mirroring the national rrend.
Fiscal 1999 spending exceeds the national average.

Great Lakes

The Grear Lakes region is enjoying a relatively low
unemployment rate of 3.8 percent, 0.3 percent below
the national average of 4.1 percent. The labor market
continues to be tight, particularly for skilled crafrs-
men in the construction industry. Manufacturing em-
ployment has been trending downward. Financial
services jobs have seen little effect from the recent
turmoil in the stock market, continuing to rise at
nearly twice the rate of overall employment, particu-
larly in Chicago. In the agriculeural economy, the
Great Lakes states have enjoyed a high level of crop
production and quality, but farmers continue to be
affected by low grain prices. Manufacturing activity
is mixed in some industries but strong overall. In the
areas of banking and finance, continued low interest
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Regional Budget and Economic Indicators
Average Annual

Percentage Annual Fiscal 1998 Total Recommended
Weightad Change in Percentage Balances as.a 1999 Genaral
Unemployment Personal Changs in Percentage of Fund Budget Numbesr of
Region Rate* incorne=* Population*** Expenditures Growth (Percent) States in Region
New Engfand 3.3% 6.5% 0.4% 7.0% 5.0% 8
Mid-Atlantic 4.3 5.4 0.2 5.5 6.7 5
Great Lakes 38 5.3 0.4 8.1 6.7 5
Plains 3.0 .1 0.6 17.3 8.6 7
Southeast 4.3 5.9 1.2 6.8 6.6 12
Southwest 4.9 6.9 1.8 11.8 3.0 4
Rocky Mountain 3.8 6.9 1.8 10.8 8.5 3
Far West 5.6 5.2 1.5 9.1 8.3 6
Average 4.1% 6.0% 0.9% 8.8% 6.3%
NOTES: * U.S. Department of Labor, Bureau of Labor Statistics, October 1598,

L]

Lidl

SOURCE: Natlional Association of State Budget Officers.

U.S. Department of Commerce, Bureau of Economic Analysis, August 1998,
U.S. Department of Commerce, Bureau of the Census, December 1997.

rates have kept new mortgage and refinancing activity
brisk.

Because of the relatively strong economies of the
states in the Great Lakes region, all of the states in the
region have enacted revenue action for fiscal 1999,
such as tax reductions, that will decrease revenues.
The region has total balances as a percent of expendi-
tures thar are slightly above the national average.

Plains

The Plains region has the lowest regional unemploy-
ment rate in the nation of 3.0 percent, 1.1 percent
below the national average of 4.1 percent. The labor
market remains tight for construction workers, infor-
mation technology workers, entry-level and sales
workers in rerail, and skilled laborers such as welders
and machinists in. manufacruring, In the area of agri-
culture, most of the Plains region experienced excel-
lent crops, but poor prices for grains, cattle, and hogs
could create serious problems for the region. Manu-
facturing has been mixed, with some parts of the
region experiencing slight growth and some parts
experiencing slight slowing of activity. The natural
resources/energy output for the region is stable with
little new leasing or drilling, and nonferrous mines
continue to have stable output. Banking in the Plains
region is varied by locality. Banks with commercial
and residential real estate markets are doing well and
banks in rural areas are having difficulty. The demand

for residential home mortgages and home equity loans
is up significantly because of low interest rates and
home refinancings.

Five of the seven states in the Plains region have
enacted revenue actions that will decrease revenues
available for expenditures. This revenue action may
in large part be because of healthy regional average
balances as a percent of expenditures of 17.3 percent,
well above the national average of 8.8 percent.

Southeast

Hurricanes, tropical storms, wildfires, and droughts
have made it necessary for many states in the South-
east region to seek federal disaster relief. Wildfires in
Florida resulted in some setbacks in the hospirality
and tourist industries. Hurricanes and tropical storms
caused varying degrees of property damage and hotel
or convention cancellations in Alabama, Florida, Lou-
isiana, Mississippi, North Carolina, South Carolina,
and Virginia. In parts of Kentucky, dry conditions
have limited the overall size of crops. Lack of rainfall
in Arkansas and Kentucky has caused pasture condi-
tions 1o deteriorare, and many farmers are feeding
their livestock from winter hay stocks; however, ar
this time hay supplies seem adequate because of the
bumper hay crop from last year. In Florida, domestic
tourism has remained stable but international rour-
ism has declined, primarily because of weakness in the
Latin American economies.



Unemployment rates in the Southeast region are
4.3 percent, close to the national average of 4.1 per-
cent. Growth rates for employment are mostly posi-
tive in the Southeast. Florida is adding jobs at a faster
rate than the nation and Georgia’s rapidly expanding
service sector is pushing up its job growth rare. Sev-
era| factors have spurred job growth in the Atlanta
area. In recent years, many corporations have relo-
cated their headquarters to or expanded their opera-
tions in the area, and the city is likely to continue to
grow because of its ability to attract high-skilled
workers. In Alabama, job growth is sluggish. How-
ever, manufacturing jobs are shifting toward more
sophisticated technical industries, primarily because
of milirary and space-related contracts awarded in the
northern portion of the state. Mississippi’s construc-
tion industry is strong, although job growth rates are
lagging behind other states in the region. Job growth
in Tennessee is decelerating because of a drop in the
growth rate of services.

Nine out of twelve states in the Southeast enacted
tax cuts in fiscal 1999. Spending appropriated for
fiscal 1999 in the Southeast is 6.6 percent above the
prior year and is slightly above the national average of
6.3 percent. Balances in the Southeast, at 6.8 percent
in fiscal 1998, are below the national average of 8.8
percent.

Southwest

Severe drought conditions have plagued farmers in
the Sourthwest region. The dry weather has had a
significant impact on cotton crops, row crops, ran-
geland, and dairy production. In Texas, estimates are
that as many as 25 percent of the region’s producers
(particularly small to mid-size farms with no off-farm
income source} will discontinue production over the
next year.

In the Southwest, unemployment rates are
4.9 percent, slightly higher than the national average
of 4.1 percent. Spending growth for fiscal 1999 is
3.0 percent, while ending balances for fiscal 1998 are
11.8 percent. Three out of four states in the South-
west enacted tax cuts.

Rocky Mountain and Far West

The Rocky Mountain and Far West regions have
prospered with higher-than-average population
growth and low unemployment. Economic forecast-
ers expect these trends to continue, but at a slower
economic pace.
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Population growth in the Rocky Mountain region
grew by 1.8 percent over last year (double the national
average), while the Far West grew by 1.5 percent. This
growth continued to fuel the regional economy, as
evidenced by the fund balances as a percentage of
expenditures of 10.9 percent for the Rocky Mountain
region and 9.1 percent for the Far West region for
fiscal 1998. Likewise, this growth has resulted in
above-average growth in general fund budger appro-
priations of 8.5 percent for the Rocky Mountain
region, compared with a 6.3 percent national increase
in general fund appropriations.

The unemployment rate in the Far West was the
highest in the nation at 5.6 percent, above the na-
tional average of 4.1 percent. Unemployment was
particularly high in Hawaii, with rates as high as
6.2 percent as late as Seprember and attributed to
fewer jobs in the construction and business service
industries. The Rocky Mountain region remained
below the national average in unemployment rates, at
3.8 percent. In fact, growth in employment in the
Rocky Mountain region has been the highest in the
nartion since 1995, attributable to the expansion and
diversification of the region’s economy through high
technology industries and business informartio
services.

Both regions also have become increasingly de-
pendent on exports to the Asian Rim, as exXports
accounted for 4.3 percent of the gross state product,
as compared with 2.4 percent nationally. According
to Standards and Poor’s/DRI, this dependence is ex-
pected to create a short-term decline in gross srate
product during the first half of 1999, Merchandise
exports, for example, have dropped by 3.1 percent
over this time last year. States hit hardest by falling
exports include Arizona, Hawaii, and Nevada.

In spite of these declines, the Rocky Mountain and
Far West regions are expected to continue to exceed
the national average in employment growth. The
Standard and Poor’s forecasts indicate an increase in
employment to continue above the 3.2 percent level,
while the gross state product is expected to exceed
3.9 percent.

California, Colorado, and Utah are forecasted to
lead the nation in employment and gross state prod-
uct growth for the regions, while the Nevada economy
is forecasted to slow as casino development reaches its
saturation point. Wyoming is expected to lag behind
the national average in employment growth as our-
migration will continue to affect the nonmanufactur-
ing industry.



Strategic Directions of States
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CHAPTER FIVE

Changes enacted by states in the last legislative session
that will affect their budgering and financial manage-
ment practices involve some restructuring of services.
The majority of these changes revolve around imple-
menting new budgeting and financial management
systems and taking steps with regard to program and
performance-based budgeting. Examples of restruc-
turing include:

W eliminating the department of commerce and eco-
nomic development, ereating 2 new commerce and
economic growth commission, and transfering
programs to other departments or the new com-
mission in New Jersey; and

B restructuring juvenile justice in North Carolina.

To reduce personnel costs, many states have re-
duced their number of positions or have offered early
retirement incentives, Examples of recent state
changes in workforce policies include:

® continuing the phase-in of the forty-hour work
week for a number of employees, and converting
to an early recirement program to make permanent
reductions in Connecticut; and

® implementing an early retirement system for em-
ployees at age fifty-five with twenty-five years of
service, allowing them to retire with 75 percent of
their average salary in Puerto Rico.

States are conducting statewide reviews of expen-
ditures and revenues as part of an effort to mainrain
long-term balance in their budgets. These efforts may
take the form of a statewide commission to review
overall operations. Examples include:

8 developing plans to change the state's accounting,
procurement, and budgeting systems and imple-
menting a performance-based budgeting system in
Hawaii; and

B reviewing and implementing recommendations
from a commission report on improving efficiency
of state operations through a process of deciding
to privatize, retain, innovate, modify, and elimi-
nate (PRIME) operations; and implementing
changes to the state’s procurement code in
Pennsylvania.

Performance-based budgeting cantinues to be the
most significant trend in state budgering. States often

proceed incrementally by establishing a strategic plan,
assessing goals and objectives for agencies and pro-
grams, and developing performance measures. Many
states have been working on some type of perform-
ance budgeting for several years, recognizing that
systemic change requires a multiyear commitment.
Other changes involve installing new auromared
budger and financial management systems to improve
the efficiency of budget preparation and analysis.
Examples include:

® shifting over'three years to the first phase of pro-
gram budgeting and development of an automared
budget submirtal system in Arizona;

B implementing a budget-for-results program in
Iowa;

® delaying full implementation of performance
budgeting until the 2000-2003 biennium in
Maine;

B implementing “managing for results” statewidein
July 1997, with mission, vision, and key goals-for
all state agencies in fiscal 1999 and derailed per-
formance dara for all programs by fiscal 2001 in
Maryland;

B raising the statutory ceiling on the budger stabili-
zation fund from 5 percent to 7.5 percent of total
budgerary revenue of the completed fiscal year in
Massachusetts; *

® identifying twenty-three outcomes desired by the
Governor and called "show-me results" to focus
the budget and legislation; and implementing a
new financial management system in Missouri;

® installing a2 new auromated budget system in
Montana; ‘

W installing a2 new automated budger system in
Nebraska;

W implementing a performance-based pilot project
in New Hampshire;

® adding restrictions on budger transfer authority in
New Mexico;

® replacing statewide payroll and personnel systems
in New York;



B instituting reforms in education funding includ-

ing adding accountability measures for school dis-
tricts and revising the funding formula for schools

in Ohio;

shifting the funding for teachers’ retirement from
a dedicated revenue source to the general fund
beginning in fiscal 2000 in Oklahoma;

requiring debr service ro be budgered in a central
agency rather than allocated to agencies and mov-
ing forward with pilot projects at several depart-
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ments for a statewide financial management sys-
temn in Rhode Island;

continuing planning for a new financial manage-
ment system in fiscal 2000, including an inte-
grated accounting/performance budgeting
capability in Vermont; and

requiring two stare agencies to prepare their 1999-
2001 budget requests using performance measures
for their programs in Wisconsin.
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Special Feature: Use of General Fund Surpluses in Fiscal 1998

This edition of The Fiscal Survey of States provides a
special view of states’ general fund fiscal 1998 sur-
pluses. States were asked about how they used their
fiscal 1998 general fund surpluses, defined as funds
above the amounts assumed when the fiscal 1998
budget was enacted. In many cases, states used por-
tions of this surplus to increase rainy day fund bal-
ances—these funds are reflected in the balances thar
states report for both fiscal 1998 and fiscal 1999.

States, on average, reported that their revenues for
fiscal 1998 exceeded their estimates by approximately
3.6 percent. In the past four years, revenues, on aver-
age, have exceeded estimates by approximately 2 per-
cent each year.

Decisions about surplus funds were often made in
fiscal 1998, with spending occurring in both fiscal
1998 and fiscal 1999. In other cases, states plan to
make decisions about the use of fiscal 1998 surplus
funds during 1999 legislative sessions.

States used surplus funds in a variety of ways (see
Table 11). The most common use was to increase
savings in preparation for potential furure economic
downturns. Key sutvey results are as follows.

® Twenty-two states used their surpluses to increase
their rainy day fund.

m Fifteen states invested in elementary and secon-
dary educartion and higher educarion.

m Fourteen states invested in capital construction,
including schools and roads.

® Thirteen srates reduced raxes.

®m Thirteen states invested in technology, including
addressing “year 2000"” computer problems.

m Ten states provided additional support to local
governments.

® Six states used funds for economic development
projects.

m Four states funded endowments.
m Four states reduced debt.

Other uses included providing rebates to taxpay-
ers, offering natural disaster relief, enhancing health
and welfare services, reducing property taxes, and

using funds to balance the fiscal 1999 budger.

States also used the surpluses to create other re-
serve funds (see Table 12). Examples of these funds

include:
® tax reform accounts;

m reserve funds for the Temporary Assistance for
Needy Families program;

® property tax relief funds;
® contingency funds for litigation;
# building replacement funds; and  »

W human service contingency funds.
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TABLE 11

Uses of Fiscal 1998 State General Fund Surpluses
Endowmant Rainy Day
Capital School Road Economic Fund Debt Fund
Construction Construction Construction Development Investmant Reduction Investment

NEW ENGLAND

_Qngngcticut' X X X
Massachusetts* X X X
Mew Hampshire
Rhode {sland
Yermont® X X
MID-ATLANTIC

Maryland®
New Jersey* X
New York*
Pennsylvania
GREAT LAKES
Ailinois® h
Indiana X X X
Michigan
Ohijo* i X
Misconsin®
PLAINS
fowa
Kansas
Minnesota* X
Missourj X X
NMebraska X
MNorth Daketa
South Dakpta* X
SOUTHEAST
Alabama
Arkansas®
Florida*® X
GCegrgia

\'2
Louisi
Mississippi*
Morth Carolina*
South Carolina*
Jennessee*
Virginia*
West Virginia*
SOUTHWEST
Arizona*
New Mexico X
Qklahoma*
Texas
ROCKY MOUNTAIN
Golorado

Idaho*
Montana*

Utah* X
Wyoming*
FAR WEST
Alaska
California® X
Hawaii* .

Nevada* X
Qregon
Washington®
TERRITORY
Puerto Rico*
Total 12 2 3 6 4 4 22

P P e [

Pt P PR
[
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TABLE 11 {continued)

Uses of Fiscal 1998 State General Fund Surpiuses
Higher
K-12 Education Aid to Local
Investment  Investment  Technology Year 2000 Governments Tax Cuts Other

NEW ENGLAND

GConnecticut* X X

Maine*

Massachusetts® : X
New Hampshire
Rhode Istang
Vermont®

MID-ATLANTIC

Lelaware X X X X

Maryiand* X

New Jersey* X X X

New York® X X

B P B

radl2 4

LPennsylvania
GREAT LAKES
Indiana*® X X X X
Michigan

Ohijo?

Misconsin®

PLAINS
lowa
Kansas
Minnesota®
Missourt
Nebraska
North Dakota
South Dakota® X
SOQUTHEAST
Alabama
Arkansas”
Florida*

p< p<

et pe

e P bt
D P
b
b | Pepepe
B¢

[ P

Kentucky

Louisiana X
Mississippi*

North Carplina® X
South Carofina*

Jenpessee’ : X

Virginia® 4
West Virginia®

SOUTHWEST

Arizona* X

New Mexico

Oklahoma*

Jexas

ROCKY MOUNTAIN

Colorado

Jdaho®

Montana®

Utah® X X X

Wyoming”
EFAR WEST
Alaska
California*®
Hawaii*
Nevada*
Qregon
Washington® X X
JERRITORY

Puerto Rico*
Total 13 _10 9 9 10 13

<l PP

b PP P
[

D P P 4
b

aed
-

P< P e b P P

P

P D P P

D P

BIpe] x| px

See Notes to Table 11.
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NOTES TO TABLE 11

Arizona
Arkansas
California

Connecticut
Florida
Hawaii
Idaho
Minois
Indiana

Maine
Maryland .
Massachusetts

Minnesota
Mississippi
Montana
Nevada

New Jersey

New York
North Carolina

Chio
Oklahoma
Puerto Rico
South Carolina
South Dakota
Tennessee

Utah
Vermant
Virginia
Washingten
Wisconsin
West Virginia

Wyoming

Cther uses include school capital financing.
Surplus funds are heid in a reserve fund pending the 1996 legisiative session.

Surplus funds are scheduled to be used in fiscal 1999 for debt reduction; higher education; aid to local governments,
tax cuts (ongoing); and increases in various health and welfare programs, including providing Supplemental Security
Income/State Supplementation Payment grants, expanding food and grant programs for legal immigrants, increasing
developmental center staffing, reforming foster care. expanding services to elders, augmenting child wellare services,
promoting safe drinking water, and supporting cancer research.

Other uses include taxpayer rebates and elderly circuit breaker.

Other uses include natural disaster relief.

Surplus funds support other program costs.

Other uses include prison housing costs and natural disaster relief.

Surplus funds are used to maintain a higher cash balance and cushion against future costs,

The budget for fiscal 1998 and fiscal 1999, enacted in fiscal 1997, appropriated eslimated surpluses for fiscal 1998
and fiscal 1999 for the motor vehicle excise tax and propedty tax cuts, a reduction of the unfunded liability in the
Teachers' Retirement Fund, the state's Year 2000 effort, and state and local road construction.

Surpius funds are used to balance the biennial budget in fiscal 1999.
Surpius funds may be used to formulate the fiscal 2000 budget.

Other uses include environmental programs, The teachers’ endowment was established and funded to upgrade the
:qualhty of programs at Massachuselts' Institutions of higher education that train eiementary and secondary education
eachers. C

Other uses include property tax reform and property {ax recagnition shift.
The general fund balance is carried forward to subsequent years for budgetary purposes.
Surplus funds remain in the genera! fund until the 1999 legislative session.

Priorities for surplus funds are one-time appropriations for state-supported activities,
secondary education, higher education, and technology enhancements.

There is no direct identification of where these surplus funds were applied; however, the program areas noted did
receive increases, Of the total, $438 in surplus funds was used to support fiscal 1899 appropriations.

Surplus funds are used for an additional payroil cycte in fiscal 1999 and an additional Medicaid cycle in fiscal 1999.

Other uses inciude the Clean Water Management Trust; the Bailey-Emerson-Patton case retiree refund, equal to $400
mittion pursuant to a consent order; nonrecurring program funds; and nonrecurring operating expenses.

including elementary and

Other uses include the school district solvency assistance fund.

General fund collections above the certified estimate are “surplus,” which is crediled to the rainy day fund.
Other uses include funding health and welfare services.

Other uses inciude $81.8 million in undesignated cash surplus.

Surptus funds are used to increase the balance in the property tax reduction fund.

Surplus funds are used for the following purposes: $30 million for a one-time bonus and 401K matches; $6 million for
heaith and human services; $12 million for automobile registration; $3 million for disaster reljef grants match; and
$33 million for miscellaneous purposes.

Other uses include wiidland fire suppression services.

Other uses include property tax reductions and funding the human services caseload management reserve.
Other uses are the Water Quality Fund and $33 million available for appropriation in the 1999 legislative session.
Other surplus funds are retained for future spending and to cover an economic downturn.

Surplus funds include a required 1 percent balance.

Other uses include appropriations to varicus agencies.

Surplus funds are applied to upcoming appropriations.
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Other Reserve Funds

Arizona
Georgia

Hawail
Indiana
Kentucky
Louisiana

Maryland
Massachusetts

Michigan

Minnesota
Mississippi
Missouri
Montana

Nebraska
New Hampshire
New Jersey

New York
North Carolina
QOhio

Puerto Rico
South Dakota

Tennessee
Utah

Vermont
Virginia

West Virginia
Wyoming

Tobacco taxes were used to support a medically needy services stabilization fund.

The midyear adjustment reserve is primarily for the elementary and secondary education student count taken each
September.

Limited funds are available for the Governor's contingency and major disaster funds.
Surplus funds are used for the rainy day fund and tuition reserve fund.
Appties up to 25 percent of the rainy day fund balance for revenue shortfalls,

A revenue stabilization mineral trust fund to be used as a rainy day fund was established in 1990 but is inactive. A
pending referendum would change the name of the fund to the budget stabilization fund and deposit 25 percent of
nonrecurring revenue into the fund.

Surplus funds are used to establish a $15.7 million reserve for weifare.

Upon the closing of the fiscal 1998 books by the comptroller, surplus revenues that were not appropriated during the
fiscal year are reserved as a carry-forward flow to the rainy day fund {60 percent) and to a capital projects fund
(40 percent), as per statute. In fiscal 1998, $279 million, net of the carry-forward to fiscal 1989, is thus distributed. If
the rainy day fund srifse}aches its statutory ceiling, surplus funds flow instead to the tax reduction fund. The cap was not
reached in fiscal 1998,

The budget stabilization fund is the only reserve fund for contingencies. However, a portion of the fund balance,
currently $572.6 million, is set aside for future expenditures of the school aid fund, which supports elementary and
secondary education throughout the state,

Surplus funds are used for a property tax reform account.
Surplus funds are used for a working cash stabilization fund established in 1994,
Surplus funds are used for Medicaid, corrections, welfare, and youth corrections assistance.

The state used surplus funds to create a $50 million Temporary Assistance for Needy Families {TANF) reserve and
a $600 million coal trust fund that can be used with a three-quarters vole of the legislature.

Excess receipts have been deposited in the rainy day fund since 1996.
Surplus funds are used for an education betterment fund.

The Fiscal 1988 Appropriations Act includes a $46 miliion work first contingency fund to cover-any increase above
the projected weifare caseload, if that should occur.

Surplus funds are used for a contingency reserve fund for litigation costs.

In addition to the stalutory reserve for budget stabilization, 6.5 percent of surplus funds goes to the clean water
management trust and 3 percent of general fund building replacement value for repairs and renovations. Work first
reserve: 25 percent of unexpended state program funds up to $50 million. -

Surplus funds are used for a human services stabilization fund: $100 million is set aside for human services
contingencies, Ohio also has TANF reserves with the federal government.

*
Surplus funds are used for an emergency fund: automatic appropriation of 1 percent of the general fund revenues.

tl-‘»urpitllf:» 1\"uz'nds are used for a property tax redemption fund, which ensures the state's commitment to provide property
ax relief,

Surplus funds are used for a Medicaid/TennCare reserve.

The Medicaid transition account was established to lapse all unexpended general funds that are appropriated to the
division of health care finance into the account at the end of each fiscal year for use in the future expansion of medical

assistance coverage.

The cost of each capital construction pro]’ect includes a contingency fund of approximately 5 percent of the project's
total construction cost. This contingency fund covers unexpecled costs of site preparation and construction, including
emergencies and unforeseen conditions,

The TANF rainy day fund is the amount of the stale's federal TANF grant that is unspent and therefore available for
use in future years of the six-year federal grant.

Surplus funds are used for a human services caseioad management reserve and a debt service reserve to reduce
authorized but unissued bonds. . .

S;J;p!us funds are used for an economic contingency fund of $2.0 million and reserves for necessary capital repairs
of $3.1 million.

Surplus funds are used for a rainy day fund and income tax refund reserve.
Surplus funds are used for a tegislative royalty impact account and the omnibus land income fund.
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Fiscal 1997 State General Fund, Actual {Millions).

Budget
Beginning Ending Stabilization
Region/State Balance Revenues Adjustments Resources Expenditures Adjustmeants  Balance Fund
NEW ENGLAND
Connectigut* $ 0 $ 9582 $ 9582 $ 9,320 $_ 263 $ 337
Maine* 13 1.863 $ -60 1.816 1,769 $ 27 21 46
Massachusetts® 223 18,017 0 18,240 17,645 418 177 789
New Hampshire® -44 854 33 849 848 0] i 20
Rhode Isiand" 0 1.817 o] 1.817 1,772 o] 48 55
Vermont* [¢] 771 0 771 771 0 0 35
MID-ATLANTIC
Delaware* 379 1.779 2,159 1,766 393 N
Maryland 13 7.568 0 7,581 7,374 [¢] 207 4390
New Jersey* 867 16,072 16,8940 15,858 -26 1,108 *
New York* 287 33,043 33,330 32,897 433 "
Pennsylvania* 156 16,781 21 17,058 16,548 -107 403 411
GREAT LAKES
{llinais s 426 18,854 19,280 18,474 806 NA
Indiana* 1,025 8.045 0 9,069 7.538 393 1.138 468
Michigan 4] 8,367 0 8,367 8,313 g 53 1,152
Chio* 251 17,254 0 17.504 16,404 951 149 863
Wisconsin 653 8,804 150 9,607 9,283 3 327 &)
PLAINS :
fowa* 181 4,370 -79 4471 4014 108 349 430
Kansas* 379 3,684 3 4,066 3,538 528 o]
Minnesota 1,343 10,203 11,546 9,551 1,995 584
Missouri 464 6,252 0 6,716 6,482 0 234 121
Nebraska® 248 2,010 -32 2,226 1.870 355 41
North Dakota* 48 719 167 685 82 M
South_Dakota* o 645 5 649 639 10 0 25
SOUTHEAST
Alabama S8 4,440 4,498 4,475 23 0
Arkansas (8] 2772 2,772 2,685 a7 0
Florida 287 15.850 16,136 15 447 689 603
Geaorgia 464 11,314 11,778 11,043 735 334
Kentucky* 223 5,684 280 6.187 5,649 254 284 200
Louisiana* 318 5659 16 5,993 5,838 20 135 0
Mississippi 86 2.862 2948 2854 0 94 210
North Carolina* 291 10.934 2 11,226 10,467 441 318 501
South Carolina* 599 4,588 5,187 4613 574 M
Tennessee” 125 5,823 48 5796 5,500 20 276 .
Virginia 104 8,334 0 8,438 8,183 Q 255 157
West Virginia* 157 2,425 57 2,640 2,457 34 148 68
SOUTHWEST
Arizona* 400 5013 5413 4827 70 516 246
New Mexico 22 3,033 3054 2,975 8a .
Oklahoma* 289 4,093 =277 4105 3.880 225 309
Texas 2,046 25,069 0 27,115 24,736 0 2,378 8
ROCKY MOUNTAIN
Cotorado” 369 4,679 5,048 4.534 514 .
ldaho 12 1,392 1 1,405 1,392 0 13 28
Montana* 30 997 8 1.038 1,002 o 33 NA
Utah 197 2,849 v 3,046 2,981 ¢} 65 79
Wyoming* 53 461 37 551 499 52 :
FAR WEST
Alaska* 0 2,484 10 2,494 2,419 75 3,297
California* 774 49,220 49,994 49,088 806 ¢
Hawaii 161 3,161 4] 3,322 3186 1] 136 o]
Nevada* 155 1.353 148 1,660 1,319 234 107 129
Oregon* 492 4173 4,666 3,866 800 11
Washington 556 3,070 0 8,626 8113 0 513 "
TERRITORIES
Puerto Rico 17 5682 5,699 5,681 18 80
Total $15,182 $394,886 - $410,544 $383,385 - $19,101 $12,053

NOTE: NA indicates data are not available.

*See Notes to Tabie A-1.
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NOTES TO TABLE A-1

For all states, unless otherwise noted, transfers into budget stabilization funds are counted as expenditures and
transfers from budget stabilization funds are counted as revenues.

Alaska
Arizona
California
Colorado
Connecticut
Delaware
indiana

lowa

Kansas
Kentucky

Louisiana

Maine
Massachusetts

Mantana
Nebraska

Nevada
New Hampshire
New Jersey

New York
North Carolina

North Dakota
Ohio

Oklahoma
Oregon

Pennsylvania

Adjustments reflect insurance settlements.

Adjustments refiect school capital finance reserve.

The ending balance includes a budget stabilization fund of $461 million.
The ending balance includes a budget stabilization fund of $166.7 millien.
Figures include federal reimbursements, such as Medicaid.

The ending balance refiects a budget stabilization fund of $92.9 million,

Expenditure adjustments include those for “Year 20007 projects, auto excise tax distribution, local properly tax relief,
and pensions.

The beginning balance represents the excess balances in the economic emergency fund more than the 5 percent
required by current law. Revenue and expenditures reflect $65.6 million in gaming revenues diverted to the Rebuild
lowa Infrastructure Fund, $7 million to reduce personal income tax rates, and $2.2 million in other changes.
Ex encliitu;les ?Iso reflect $108.9 mitlion in property tax relief for fiscal 1997 and $15 miilion for technology assistance
to local schools.

Revenue adjustments reflect released encumbrances.

Revenue adjustments are continued appropriations carried forward from previous fiscal years, Expenditure:
adjustments are the continued appropriations reserve.

Revenue adjustments include carry-forward balances. Expenditure adjustments include comprehensive annual
financial report reconciliation.

Adjustments are to prior-year transactions and balances.

These figures incorporate data for Massachuselts' three major funds—the general fund, the highway fund, and the
local aid fund, Massachusetts uses all three funds in the same manner as most other states, which typically have far
fewer dedicated funds and use just their general fund. Expenditure adjustments are for both unspent, lapsed
appropriations and appropriations continued into the succeeding fiscal year.

Revenue adjustments reflect inventory adjustments. Expenditure adjustments reflect a decrease in inventory.

Revenue adjustments are transfers between the general fund and other funds. Expenditure adjustments are
carryovers.

Revenue adjustments refiect revisions from prior years. Expenditure adjustments reflect costs of legislative sessions,
capital improvement projects, restoration of fund balances, supplemental and one-lime appropriations, and
adjustments to prior fund balances.

The balance in the health care transition fund is $50.8 mililion.
The ending balance includes a budget stabilization fund of $388.4 million.
The ending balance reflects a budget stabitization fund of $317 million.

Revenue adjustments reflect a transfer of $1.6 million from the reserve for disproportionate share receipts to
avatlability authorized by the general assembly. Expenditure adjustments are authorized transfers o reserves from
the unexpended cash balance, inciuding $156 million to the intangible tax refund reserve, $174.3 million to the repair
and renovation reserve, $49.4 million to the clean water management trus! fund, and $61 mitlion to the railroad

purchase reserve.
The ending balance includes a budget stabilization fund of $17 million,

The general fund includes federal reimbursements for Medicaid, Temporary Assistance for Needy Families, and
several other human setvices programs. The beginning balance is an undesignated, unreserved fund balance. The
actual cash balance would be higher by the amount reserved for encumbrances and various beginning-year transfers
in each year. Expenditures do not include encumbrances outstanding at the end of the year. Ohio reports expenditures
based on disbursements from the general fund. Expenditure adjustments reflect a transfer to the income tax reduction
fund of $262.9 million, a transier to the budget stabilization fund of $34.4 million, a transfer to the SchooiNet Plus.
fund of $94.4 miilion, a transfer to the school building assistance fund of $250 million, a transfer to the instructional
education materials fund of $35 miilion, a transfer to the distance-learning fund of $8.2 million, and other
miscellanecus transfers-out totaling $88.8 million. These transfers-out are adjusted for an estimated net change in
encumbrances from fiscal 1896 levels of $175.6 million.

Revenue adjustments are for a transfer to the rainy day fund and the cash flow reserve fund.

Total expenditures are based on the biennial budget, prorated 48 percent the first year and 52 percent the second
ear, One expenditure adjustment is made for the legislative transfer of general fund from the prior biennium. The
‘rainy day"” fund balance refiects the general purpose emergency fund at the start of the fiscal year. The appropriated

fund balance is aiso included in total expenditures.

Revenue adjustments include adjustments to the beginning balance ($2 million) and lapses from the prior-year
appropriations ($119 million). Expenditures reflect the total of the amounts appropriated. Expenditure adjustments
inctude the addition of current year lapses ($82 million} less the transfer to the rainy day fund ($188) million, which
actually occurs in the foilowing fiscal year.
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NOTES TO TABLE A-1 (continued)

Rhode lsland

South Carolina
South Dakota

Tennesseen

Vermont

West! Virginia

Wyoming

The genera!l fund reflects general revenue receipts and expenditures only. Total revenues are net transfers to the
budget reserve fund.

The ending balance reflects a budget stabilization fund of $127 miltion.

Revenue adjustments include transfers from the bud?et reserve fund and obligated cash carried forward. Expendilure
adjustments include transfers to the budget reserve fund, property tax relecation fund, and other funds, Also included
In expenditures are future obligations against cash.

Adjustments include a $42 million transfer to general fund from the debt service fund unexpended appropriations, a
36 million transfer to general fund reserves, and a $20 million transfer to the capital projects fund from general fund
revenues. The ending balance includes a budget stabilization fund of $101 million. "

Total expenditures include a $35.12 million transfer to the general fund budget stabilization reserve: a $4.9 million
transfer to the transportation fund; a $7.0 million transfer to the education fund budget stabitizalion reserve; and a
$2.89 million transfer to a debt service reserve.,

Revenues refiect $0.2 million in prior-¥ear redeposits, a $3.1 million transfer from special revenue, and a $54 million
transfer from the budget stabilization fund.

The ending balance reflects a budget stabiiization fund of 39.6 million. Revenue adjustments are interfund transfers
from the budget reserve account, the legisiative royally impact account, and the statulory reserve account.
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TABLE A-2

Fiscal 1998 State General Fund, Preliminary Actual (Millions)

Budget
Beginning Ending Stabifization
Region/State - Balance Revenues Adjustments Resources Expenditures Adjustments Balance Fund
NEW ENGLAND
Connecticut* $ o] $10.142 $10,142 $ 9829 $§ 313 $ 499
Maine 21 1,975 $ -11 1,985 1,898 - $ 12 98 92
Massachusetts® 176 17.652 0 17.828 17,234 392 201 872
New Hampshire* -1 964 -4 959 918 0 41 20
Rhode Island* 46 1,961 8] 2,007 1,879 8] 128 [2]s]
Vermont* 0 876 -52 824 876 -52 0 36
MID-ATLANTIC
Delaware* 393 2,046 2,439 1.900 538 .
Maryland 207 8.028 0 8,236 7.816 o] 420 518
New Jersey* 1,108 16,679 17 787 16,662 -12 1,138 "
New York* 433 34 552 34,985 34,347 638 .
Pennsylvania* 403 17,213 103 17,719 17,289 165 255 £54
GREAT LAKES
Hlingis 806 19 984 20,790 19,588 1,202 NA
Indiana*® 1,138 8,480 0 9618 7.854 404 1,319 498
Michigan 53 8,592 0 B 646 8.646 0 0 1,113
Ohio* 148 18,138 0 18,287 17,087 1.061 139 907
Wisconsin 327 9,528 445 10,300 9,694 54 5582 0
PLAINS
lowa"® 340 4,648 -184 4 804 4318 45 440 440
Kansas” 528 4.012 4 4 551 3,802 749 ]
Minnesota~ 1.995 10,365 12 360 10171 2,189 1415
Missouri 234 6,650 0 5,884 6617 0 267 128
Nebraska* 355 2106 -98 2.363 1,932 431 133
North Dakota® 82 743 825 728 87 .
South Dakota 0 718 6 723 702 21 ) 30 -
SOUTHEAST )
Alabama 23 4 681 4704 4,669 35 o]
Arkansas 0 2,903 2,963 2.844 59 0
Florida 689 16,750 17,479 17,078 401 1.042
Georgia 735 11,671 12,406 11,705 701 351
Kentucky*® 284 6,151 254 £.689 5 858 365 0 366
Louisiana 135 5 684 18 5,838 5,838 0 0
Mississippi® 94 2,994 3.088 2916 13 159 222
North Carolina® 318 11,727 239 12,305 11,436 754 115 £23
South Carolina” 574 4 846 5,420 4 904 517 *
Tennessee” 276 5,959 79 6,314 5812 402 o *
Virginia 255 8,899 0 8,254 8,822 1] 432 215
West Virginia® 148 2,503 26 2678 2.543 10 125 65
SOUTHWEST
Arizona* 516 5263 0 5778 5,255 523 291
New Mexico 81 3,228 3,308 3,061 248 .
Oklahoma~ 225 4,341 -193 4373 4,200 174 297
Texas 2,379 27,379 0] 29,758 26,733 0 3,025 58
ROCKY MOUNTAIN
Colorado* 514 £.328 5,842 4,734 297 824 .
Idahpo*® 13 1,482 -13 1,482 1,446 0 36 a6
Montana* 30 1,057 17 1,104 1,027 78 NA
Utah &5 3,018 0 3,084 - 3,042 4] 42 88
Wyoming™ 52 508 2B 584 518 66 *
FAR WEST :
Alaska® 75 1,869 -390 2,434 2,434 0 3,464
California® 906 54 664 1 55571 53 344 2227 *
Hawaii 136 3,232 0 3.368 3,214 4] 154 G
Nevada® 107 1,413 30 1,550 1,450 2 98 128
QOregon® 800 4 006 4,806 4 206 598 38
Washington* 513 9637 (o] 10,150 9,325 0 825 *
TERRITORIES
Puerto Rico 18 6,148 6,166 §,086 70 34
Total $18,728 $417 491 - $437.332 $410,440 -- $23,031 $14,798

NOTE: NA indicates data are not available.
*See Notes to Tahle A-2,
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For all states, uniess otherwise noted, transfers into budget stabilization funds are counted as expenditures and
transfers from budget stabilization funds are counted as revenues.

Alaska
Arizona
California

Colorado

Connecticut

Delaware
idaho

Indiana

lowa

Kansas
Kentucky

Massachusetts

Minnesota

Mississippl
Montana
Nebraska

Nevada
New Hampshire
New Jersey |

New York
North Carolina

North Dakota

Adjustments reflect insurance settlements.
Adjustments reflect schoo! capital finance reserve.

The ending balance inciudes a budget stabilization fund of $1 782 million. Revenue adjustments reflect adjustments
to the beginning balance,

The ending balance includes a budget stabilization fund of $177 million. Revenue adjustments include a $154.4 million
transfer to capital construction and $142.1 million excess reserve from the Taxpayer Bill of Rights Amendment.

Figures include federal reimbursements, such as Medicaid. Per the state constitution, at the close of the fiscal year,
$161.7 million of the unappropriated surplus will be transferred to the budget reserve fund filling it to its statutory lavel
of 5 percent of net general fund appropriations for fiscal 1999, The remaining $151.2 million will be used for the
retirement of state debt.

The ending balance reflects a budget stabilization fund of $100.9 mittion.

Revenue adjustments reflect a $8.5 million transfer to the budget reserve fund, a $3.5 million transfer to the disaster
emergency fund, and a $1.0 million transfer to the Natural Restoration Fund,

Expenditure adjustments include those for “Year 2000" projects, auto excise tax distribution, local property tax relief,
and pensions.

The beginning balance represents the excess balances in the economic emergency fund more than the S percent
required by current law. Revenue and expenditure adjustments reflect $79.9 millionin gaming revenues diverted to
the Rebuild iowa Infrastructure Fund, $94 million to reduce personal income taxes, $47 .1 million additional revenue
because of federal tax legislation, $10.7 million to reduce inheritance taxes, a $4 million sales tax reduction on
machinery and equipment, a $33.4 millicn reduction for mental health institution health funding changes, a $2.8 million
reduction to conform to federal changes, and $4.1 million in other tax reductions. In addition to the property tax relief
enacted in fiscal 1997, expenditures also reflect an additional $45.3 million enacted for fiscal 1898, The ending
baiance Includes $1.5 million to be deposited in the cash reserve and economic emergency funds and $442.2 miilion
to be returned to the general fund in fiscal 1999.

Revenue adjustments reflect released encumbrances.
Revenue adjustments are continued appropriations carried forward from previous fiscal years. Expenditure

adjustments are the continued appropriations.

These figures incorporate data for Massachusetts' three major funds—the general fund, the highway fund, and the
local aid fund. Massachusetts uses all three funds in the same manner as most other states, which typically have far
fewer dedicated funds and use just their general fund. Expenditure adjustments are for both unspent, lapsed
appropriations and appropriations continued into the succeeding fiscal year.

Ending balance includes a cash flow account of $350 million, a budget reserve of $513 million, and a property tax
reserve account of $552 million. Qne-time property tax rebates are included in revenues as a reduction o individual
income taxes.

Expenditure adjustments refiect statutory additions to the warking cash stabilization fund.
Revenue adjustments refiect inventory adjustments,

Revenue adjustments are transfers between the general fund and other funds. Expenditure adjustments are
carryovers,

Revenue adjustments reflect revisions fram prior years. Expenditure adjustments reflect costs of legislative sessions,
capital improvement projects, restoration of fund balances, supplemental and one-time appropriations, and
adjustments to prior fund baiances.

The batance in the health care transition fund is $38.2 million.

The ending balance includes a budget stabilization fund of $500.7 million.

The ending balance reflects a budget stabilization fund of $400 miliion.

Revenue adjustments reflect the authorized transfer of $174.3 million from the reserve for repairs and renovations,

' $49.3 from the clean water management trust fund, and 1997-1998 receipts transferred te the reserve for

disproportionate share receipts. Expenditure adjustments reflect authorized transfers to statutory reserves, including

" 3percent of the replacement vaiue of general fund buildings, estimated at $145 million, from the repair and renovations

reserve; a transfer to meet the statutory balance equai to Sgercent of the preceding year appropriation, estimated at
$21.6 million from the reserve for budget stabilization; and 6.5 percent of the ending cash balance of the clean water

management trust fund.
The ending balance includes a budget stabilization fund of $17 million.
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NOTES TO TABLE A-2 (cantinued)

Chio

Oklahoma
Oregon

Pennsylvania

Rhode Isiand

South Carolina
Tennessee

Vermont

Washington
West Virginia

Wyoming

The general fund includes federal reimbursements for Medicaid, Temporary Assistance for Needy Families, and
several other human seivices programs. The beginning balance is an undesignated, unreserved fund balance. The
actual cash balance would be higher by the amount reserved far encumbrances and various beginning-year transfers
in each year. Expenditures do not include encumbrances outstanding at the end of the year. Ohio reports expenditures
based on disbursements fram the general fund. Expenditure adjustments reflect a transfer to the income tax reduction
fund of $701.4 millien, a transfer to the budge! stabilization fund of $44.2 million, a transfer to the school building
assistance fund of $170 million, a transfer to the school districl solvency assistance fund of $30 million, and other
miscellaneous transfers-out totaling $83.7 million, These transfers-out are adjusted for an estimated net change in

encumbrances from fiscal 1997 levels of $31.7 millien.
Revenue adjustments are for a transfer to the rainy day fund and the cash flow reserve fund.

Fiscal 1898 revenues reflect the September 1998 forecast. Revenue adjustments reflect estimated general fund
reversions based on agency estimates of lower expectations. Total expenditures are based on biennial budget,
prorated 48 percent the first year and 52 percent the second year. One expenditure adjustment is made for legislative
transfer of general funds from the prior bienniym. The "rainy day" fund balance refiects the general purpose
emergency fund at the start of the fiscal year. The appropriated fund balance is aiso included in total expenditures.

Revenue adjustments inciude adjustments to the beginning balance (-$400,000) and lapses from prior-year
appropriations ($103 million). Expenditures reflect total amounts appropriated. Expenditure adjusiments include the
current year tapses ($59 miliion) and the transfer to the rainy day fund ($223 million) that actually occurs in the
following fiscal year. .

The general fund reflects general revenue receipts and expenditures only. Total revenues are net transfers to the
budget reserve fund.

The ending balance reflects a budget stabilization fund of $130.4 million.

Revenue adjustments reflect a $43 million transfer to the general fund from the Tennessee Housing Development
Authority reserves and earmarked tax revenue and a $36 million transfer to the general fund from debt service fund
unexpended appropriations. The ending balance includes a budget stabilization fund of $101 million.

Total expenditures inciude a $0.92 million transfer to the general fund budget stabilization reserve: a §1.94 million
transfer to the transportation fund; a $59.1 million transfer to the education fund budget stabilization reserve: a
$13.03 million transfer to a debt service reserve; and a $7.39 million transfer to the human services caseload

management reserve.

Expenditure adjustments reflect education reform revenues that offset a concomitant amount of expenditures, both
of which are reflected in the newly created education fund in fiscal 1999,

The ending balance reflects a budget stabilization fund of $300.2 milfion.

Revenues reflect $0.2 million in prior-year redeposits, a $20 miilion transfer from the income tax refund reserve, and
a $5.4 million transfer from special revenue.

The ending balance reflects a budget stabilization fund of $22.3 million. Revenue adjustments are interfund transfers
from the budget reserve account, the legislative royalty impact account, and the statutory reserve account.
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TABLE A-3

Fiscal 1999 State General Fund, Appropriated (Millions)

Budget
Beginning Ending Stabilization
Region/State Balance Revenues Adjustments Resources Expenditures Adjustments Balance Fung
NEW ENGLAND
Connecticut* $ 0 $ 89892 $ 9992 $ 9,872 $ 20 $ 499
Maine 98 2,008 $_80 2,187 2,167 20 99
Massachusetts® 201 18,357 3] 18,558 18,385 $ 32 141 1,032
New Hampshire® 41 973 -62 852 S50 0 2 20
Rhode !sland* 128 1,541 0 2,070 2,044 0] 26 63
Vermont* 0 8 Q 801 763 4] 38 38
MID-ATLANTIC
Delaware* 533 2119 2,658 2,256 402 .
Maryland® 420 7.976 185 8,581 B 464 1] 117 B35
New Jersey® 1,138 17,301 18,438 17.738 700 *
New York* 638 37,810 38.448 36779 t 669 -
Pennsyivania* 265 17.854 18,119 17.994 19 106 707
GREAT LAKES
{llinois ¢ 1,202 21,384 22,586 21,386 1,200 NA
Indiana* 1,319 8,716 10,035 8,443 446 1,146 511
Michigan 0 8,803 0 8,803 8,792 0 11 1,133
Chio* 139 18,784 0 18,923 18.478 50 385 9398
Wisconsin 552 9,538 151 10,241 10,048 0 193 G
PLAINS :
lowa* 438 4,775 -407 4,805 4,509 7 289 436
Kansas 749 3,968 4717 4,193 524 0
Minnescia* 2,188 10,613 12,802 11,375 1,427 1,294
Missouri 267 6,704 0 6871 6,905 0 66 136
Nebraska* 431 2103 -28 2,506 2,229 -137 141 146
Nofth Dakota® 97 742 839 761 78 M
South Dakota o] 739 16 755 734 16 4 35
SOUTHEAST
Alabama 35 4,822 4.857 4.828 29 g
Arkansas* 0 2,992 54 3,046 3,009 ' 37 8]
Florida 401 17,701 - 18,102 18,059 43 1,141
Georgia*® 701 i2.201 - =352 12.550 12,550 0 366
Kentucky* 366 6,239 200 6.805 6,547 170 58 230
Louisiana* 0 5,803 4 5,807 5,805 2 0
Mississippi* 159 3,049 0 3,208 3,119 12 77 234
North Carolina® 118 12.369 683 13,167 12518 647 4] 523
South Carolina* 517 5,005 -354 5168 4,804 364 *
Tennessee* 402 6,158 6,560 6,320 13 227 .
Virginia 432 9514 0 9946 9923 0 22 339
West Virginia* 125 2,587 15 2,728 2721 S 2 66
SOUTHWEST
Arizona* 523 5,492 -128 5,887 5,874 13 385
New Mexico 247 3.149 3,396 3,147 249 *
Oklahoma* 174 4566 -30 4,710 4,484 226 297
Texas* 3,026 27,260 320 30,606 26,506 0 3700 61
ROCKY MOUNTAIN
Colorado* 824 5570 6,394 5,282 691 421 .
Idaho 36 1,597 -2 1,631 1.611 Q 20 38
Montana* 21 1.028 14 1,062 1.038 25 NA
Utah 42 3,196 o) 3,237 3,237 o] V] 99
Wyoeming* 66 481 50 557 518 78 .
FAR WEST
Alaska* 0 1,631 685 2318 2318 0] 3,015
Caiifornia* 2227 56,985 sg2i12 57,262 1,950 .
Hawaii 164 3,289 0 3,443 3,194 0 249 0
Nevada* 80 1.536 21 1,638 1534 13 92 129
Oregon” 599 4,351 4953 4557 1 385 13
Washington* 825 8 837 0 10,663 9,759 0 904 :
TERRITORIES ]
Puerto Rico 70 6,556 6,626 6,626 0 24
Total $22,949 $432,407 - $466,474 $436,289 . $17,897 $14,656

NOTE: NA indicates data are not available.
*See Notes to Table A-3.
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NOTES TO TABLE A3

For all states, unless otherwise noted, transfers into budget stabilization funds are counted as expenditures and
transfers from budget stabilization funds are counted as revenues.

Alaska
Arkansas

Arizona
California
Colorado

Connecticut
Delaware
Georgia

Indiana

lowa

Kentucky

Louisiana
Maryland
Massachusetts

Minnesota

Mississippi
Montana
Nebraska

Nevada
New Hampshire
New Jersey

New York
North Caralina

North Dakota

Adjustments reflect insurance settlements.

A balanced budget reserve fund was created by the 81st General Assembly and consists of one-time monies for
agency operations.

Adjustments reflect school capital finance reserve.
The ending balance includes a budget stabilization fund of $1,255 million.

The ending balance includes a budget stabilization fund of $187.7 million. Revenue adjustments include a $162 million
additional capital construction transfer and $528.8 million excess from the Taxpayer Bill of Rights Amendments.

Figures include federal reimbursements, such as Medicaid.
The ending balance refiects a budget stabilization fund of $114.1 million.

cI-';le':\'renttzle adjustments reflect the impact of the phaseout on the sales tax on groceries and the increase in the standard
eduction.

Expenditure adjustments include those for “Year 2000" projects, auto excise tax distribution, local property tax refief,
and pensions. ’

The beginning balance represents the excess in the economic emer ency fund more than the 5 percent required by
current law. Kevenue and exgenditure adjustments reflect $89.4 milﬂon in gaming revenues diverted to the Rebuild
lowa Infrastructure Fund, $126.6 million to reduce personal income taxes, $82.3 million to reduce personal income
taxes, a $34 4 million reduction in inheritance taxes, a $26.1 million reduction for mental health institution funding
changes, $18.5 million reduction in revenue because of federal tax legisiation, a $15 million reduction in the sales tax
to exempt the Internet, and $0.9 million in other tax reductions. in addition to the tax relief for fiscal 1997 and fiscal
1998, expenditures aiso reflect an additional $7.4 million for fiscal 1959 recommended by the Governor. The ending
balance includes $1.5 million to be deposited in the cash reserve fund, $14.3 million to be set aside in an economic
emergency fund, and $260.1 million to be returned to the general fund in fiscal 2000.

Revenue adjustments are continued appropriations carried forward from previcus fiscal years. Expenditure
adjustments are the continued appropriations reserve. A portion of the reserve for the surplus expenditure pian is an
additionai $30 million for the budget reserve trust fund.

The tax change has been adopted into the official revenue forecast as of August 7, 1398,
Revenue adjustments refiect a transfer from the budget stabilization fund.

These figures incorporate data for Massachusetts’ three major funds—the general fund, the highway fund, and the
local aid fund. Massachuset!s uses all three funds in the same manner as most other states, which typically have far
fewer dedicated funds and use just their general fund. Expenditure adjustments are for both unspent, lapsed
appropriations and appropriations continued into the succeeding fiscal year.

Ending balance includes a cash flow account of $350 million, a budget reserve of $613 million, and a property tax
feserve account of $331 miliion. One-time property tax rebates are included in revenues as a reduction to individual

income taxes,
Expenditure adjustments reflect statutory additions to the working cash stabilization fund.

Revenue adjustments reflect inventery adjustments, *

Revenue adjusiments are transfers between the general fund and other funds. Expenditure adjustments are
carryovers.

Revenue adjustments refliect revisions from prior years. Expenditure adjustments reflect costs of legislative sessions,
capital improvement projects, restoration of fund balances, supplementai and one-time appropriations, and
adjustments to prior fund balances.

The balance in the heaith care transition fund is $38.2 million.
The ending balance includes a budget stabilization fund of $500.7 million.
The ending balance reflects a budgel stabilization fund of $400 million.

Revenue adjustments reflect reserves authorized for expenditure in fiscal 1898, including use of unexpended fiscal
1998 appropriations for public infrastructure of $55 million, repair and renovations of $145 million, clean waler
management trust fund of $47.4 million, refunds to state and federal retirees per consent order of $400 million, and
disgreportionate share reserve of $35.4 million. Expenditure adjustments reflect repair and renovation appropriations
of $145 millien, clean water management trust fund appropriations of $47.4 million, refunds to stale and federal
retirees per consent order appropriations of $400 million, and the authorized expenditure of reserve-public
infrastructure of $55 million.

The ending balance includes a budget stabilization fund of $17 million,
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NOTES TO TABLE A-3 {confinued)

Ohic

Oklahoma
Oregon

Pennsylvania
Rhode Island

South Carolina

Tennessee
Texas
Vermont
Washington
West Virginia

Wyocming

The general fund includes federal reimbursements for Medicaid, Temporary Assistance for Needy Families, and
several other human services programs. The beginning balance is undesignaled, unreserved fund balance. The actual
cash balance wouid be higher by the amount reserved for encumbrances and various beginning-year transfers in each
year. Expenditures do notf include encumbrances outstanding at the end of the year. Ghio reports expenditures based
on disbursements from the general fund. Expenditure adjustments reflect a rojected transfer to the budget
stabilization fund of $32.2 million and projected other miscellaneous transfers-out of $66.2 million. These transfers-out
are adjusled for an estimated net change in encumbrances from fiscal 1998 levels of -§48.4 million.

Revenue adjustments are for a transfer to the rainy day fund and the cash flow reserve fund.

Fiscal 1998 revenues reflect the September 1998 forecast. Revenue adjustments reflect estimated general fund
reversions, based on agency estimates of lower expectations. Total expenditutes are based on the biennial budget,
Frorated 48 percent the first year and §2 percent the second year. One expenditure adLustment is made for legislative
ransfer of general fund from the prior biennium. The rainy day fund balance reflects the general purpose emergency
fund at the start of the fiscal year. The appropriated fund balance 1s aiso included in total expenditures.

Expenditures reflect total amounts appropriated. Expenditure adjustments include the projected transfer to the rainy
day fund ($18 million} that actually occurs in the following fiscal year.

The general fund reflects general revenue receipts and expenditures only. Total revenues are net transfers to the
budget reserve fund. Fiscal 1998 includes reappropriations recommended by the Governor from fiscal 1998.

The ending balance reflects a budget stabilization fund of $137.7 million. The Fiscal 1959 Appropriation Act contains

a provision that creates the Trust Fund for Tax Relief and transfers $354.3 mitlion to the general fund for various
* property tax relief initiatives.

Exrenditure adjustments reflect a $13 million transfer to capital projects fund from general fund revenues. The ending

balance includes a budget stabilization fund of $127 million.

Revenue adjustments reflect a delay in the transfer of motor fuels tax collections oul of general revenue (nto the

highway fund.

Total expenditures include a $1.66 million transfer o the general fund budget stabilization reserve, a $.54 million
transfer to the transportation fund; a $1.0 million transfer to the education fund budge! stabilization reserve; and a

$2.0 million transfer to @ debt service reserve.
The ending balance reflects a budget stabilization fund of $321 million.

Revenues reflect $0.1 million in prior-year redeposits, a $7.5 million transfer from the budget stabilization fund, and
a $7.5 million transfer from the income tax refund reserve.

The ending balance reflects a budget stabilization fund of $50.2 million. Revenye adjustments are interfund transfers
from the budget reserve account, the legislative royaity impact account, and the statutory reserve account.
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JABLE A-4

Nominal Percentage Expenditure Change,
Fiscal 1998 and Fiscal 1999**

Fiscal Fiscal
Region/State 1998 1999
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NOTES: See Notesto Table A-4,
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NOTES TO TABLE A4

idaho

Ohio

Vermont

Approximately one third of the fiscal 1599 budget jncrease ¢an be attributed to an accounting change. In that year,
$54.7 million in property tax relief was shifted from a sales tax diversion to a general fund appropriation.

The fiscal 1898 and fiscal 1999 growth rates refiect actual fiscal 1998 spending levels substantially below originaiiy
budgeted levels.

These percentage figures are based on fiscal 1598 expenditures that include a $59 million transfer to the education
fund and other general fund appropriations that will become a separate education fund in fiscal 1998,
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TABLE A-6

State Employment Compensation Changes, Fiscal 1998

Across-

Region/State the-Board Merit Other Notes

NEW ENGLAND

Connecticut 21% 2.1% - The across-the-board percentage increase average is based ch a range
from 1.5 percent to 3 percent. Employees who are not at the maximum step
of the range for their salary groups are eligible for anniversary increases.

Maine 2.0% 1.4% . Merit is a weighted average. Employees who reach the top step in their
range do not receive further merit increases.

Massachusetts . - --- Coilective bargaining agreements covering 90 percent of classified
employees, excluding those in public higher education, provide for across-
the-board increases effective during fiscal 1889 averaging 3.3 percent, in
addition to various bonuses and cther economic benefits. Most classified
employees are eligible for annual increases that are tied to performance
evaluations,

New Hampshire * * * The total increase is 5 percent.

Rhode Island 3.0% . ——

Vermont 3.0% --- * An across-the-board increase of 3 percent is effective July 1998, Per the

contract, about 60 percent of employees receive step increases annually,
ih aggregate worth about 1.8 percent of statewide salary costs.

MID-ATLANTIC

Delaware 3.0% - - A 3 percent raise for each state employee is provided, uniess the employee
is near or above maximum salary. In that case, the employee's salary is
increased a percentage to move to the maximum or 1.5 percent, whichever
is greater. An additional $400 is provided for each employee below the
maximum or the amount that would increase his or her salary to maximum,
whichever is less. The minimum salary is $15,000.

Maryland * wue e a5 percent was the estimated average of a ghaseduin fiat rate adjustrﬁent
of $5300 in July 1998 and $§375 in January 1988 "
New Jersey * —-- - Across-the-board represents a $1,365 annualized raise ($840 in July 1558

and $525 in January 1999).

Union employees are eligible for incremental step or anniversary increases
ranging from 3.7 percent to 5.0 percent of salary depending on step in the
range, for up to eight years in a given range.

New York 3.5% 1.0% - Most state empioyees will receive a 3.5 percent across-the-board increase
in October 1998. A small number of state employees will receive a
3.0 percent general salary increase in Oclober 1998, .

Pennsyivania 3.0% --- 2.2%  Most employees received a 3 percent across-the-board increase effective

on July 1, 1998, Those employees who are not al the maximum pay step
will receive a 2.2 percent longevity increase effective January 1, 1988,
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State Employment Compensation Changes, Fiscal 1999

Across-

Region/State the-Board Maerit Other Notes

GREAT LAKES

lllinois — . . This includes a 3 percent cost-of-livin adjustment for bargaining unit
employees and an average increase of 3 percent for merit employees,
Additionally, eligible bargaining unit employees will receive an average
step increase of 4.2 percent on their anniversaries,

Indiana - .- e Increases are based on an employee's currenlfay level and range from
4 percent to 8 percent, for an overall increase of 4.7 percent,

Michigan 3.0% - - Nonrepresented employees will receive a2 $150 lump sum payment
Uniformed police command officers will receive a $175 cleaning allowance
and nonuniformed police command officers will receive a $300 ciothing
allowance. Benefit changes include increases in state heafth plan
deductibles and a raise in the annual out-of-pocket maximum for non-
represented employees,

Chie ‘ 3.0% --- 2.0% “Other” represents the average step increase for state empioyees, Steps
are Usually 4 percent, but only about 50 percent of the state's workforce is
estimated to be eligible for step increases in any given year.

Wisconsin 3.0% - 1.5%  Performance Recognition Award (PRA} amounts are available for eligible
employees. Awards may be made any time during the year based on merit.
The total annual pay increase from across-the-board increases and a PRA
may not exceed 10 percent.

PLAINS

lowa 3.0% 0.8% -—-

Kansas 1.5% - 2.5% The 2.5 percent under "other” is for step movement on the pay matrix.

Minnesota 3.0% 0.5% 0.1% '

Missouri 1.0% - 3.0% “Other" is a marketplace within-grade increase given to successful
employees with at least eighteen months of service who are not at the top
of their pay range. Individuals who are two steps or more below
markelplace get two steps (average 2 percent per step). Individuals who
are one step below, at, or above the marketplace receive a one step
increase, ‘

Nebraska . - - The collective bargaining agreement includes an increase of 2,75 percent
for the fiscal year beginning July 1, 1998. All agencies except higher
education were funded at that leve! with a reduction far savings in health
insurance costs. Higher education salaries were funded at 3 percent.

North Dakota 3.0% - The average increase is 3 percent, with $30 across the board and the
remaining amount used for merit and equity Increases,

South Dakota 3.0% - 2.5%  "Clher” represents movement to job worth for empioyees who are below

the midpoint of their job class. These other salary enhancements are only
available to exempl and career service employees.
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TABLE A-5 (continued)

State Employment Compensation Changes, Fiscal 1999

Region/State

Across-
the-Board

Morit

Other

Notes

SOUTHEAST

Alabama

Arkansas

Florida

Georgia

Kentucky
Louisiana

Mississippi

North Carolina

South Carolina

Tennessee

Virginia

West Virginia

8.0%

3.2%

5.0%

2.9%
2.0%

5.0%

3.7%

2.0%

3.8%

Merit raises are based on employee performance and may range from 0
percent to 5 percent based on actual evaluation. Longevity pay ranges
from $300 to $600 per employee per year, based on the number of years
of state service.

Act 532 of 1997 provides a 3.2 percent increase for all employees on July
1. An additional 2 percent increase was also provided on July 1§, after
sufficient general revenues were certified by the chief fiscal officer of the
state as being availabie. However, none of these increases may cause an
employee’'s salary to exceed pay level IV of an assigned grade.

Act 899 of 1997 established the Incentive Pay Program for classified
employees. The legislation established uniform performance evaluation
categories as well as provided monetary awards ranging from Q percent to
5.5 percent for an employee's evaluation of exceeds standards should the
Governor determine sufficient funds are available to initiate the program.

Employees with salaries less than $20,001 receive a $1,200 increase.
Employees with salaries between $20,001 and $36,000 receive a $1,000
increase. Employees with salaries greater than $36,000 receive a
2.78 percent increase.

Georgia has a pay-for-performance system, with pay increases ranging
from O percent to 7 percent.

The increase is 0 percent for those who do nol meet expectations, 4.0
percent for those who meet expectations, 5.5 percent for those who exceed
expectations, and 7.0 percent for those who far exceed expectations.

The funding was based on a 2 percent, 83 gercent. 10 percent, and 5
ercent occurrence rate, respectively, This is based on industry averages -
or this type of pay-for-performance system.

All eligible employees are eligible to receive an annual merit increase of 4
percent if such merit increases are warranted. Approximately 4 percent of
the classified empioyees have reached their maximum salary and are no
longer eligible for merit increases.

Direct care workers and information technology personnei received special
real:gnments. Other employees received realignments of between $500
and 3900 annualily.

Pay increases include 8 percent for public school teaciters (including
incentive supplements) and 8.7 percent for principals and assistant
principals; 3 percent plus a 1 percent bonus for university and community
college employees; and a 1 percent across-the-board, a 2 percent career
growth, and a 1 percent bonus to university SPA and other state
employees.

The increase is effective July 1, 1998,

The 2 percent cost-of-living adjustment is effective January 1, 1999,
“Other"” represents 1 percent for upgrading salaries for correction security,
direct health care, highway maintenance, food service, labor and trades,
and secretarial classes; and 1 percent for one-time bonus of $50 per year
for up to twenty-five years or $1,250 with a three-year minimum.

Employees rated "exceptional” or "exceeding expectations” receive a two-
step (4.55 percent) increase to their base salarg and employees rated as
“meels expeclations” receive a one-step (2.25 percent) increase. The
increase occurs on November 25, 1998,

State employees receive a $756 across-the-board pay increase.
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TABLE A-§ (continued)

State Employment Compensation Changes, Fiscal 1999

Across-

Region/State the-Board Merit Other Notes

SOUTHWEST

Arizona .- 2.5% we— The merit pay is funded January 1, 1998, for ali employees,

New Mexico “—- . - The increase is an average 3.5 percenl variable pay-for-performance
salary increase.

Oklahoma * - - This includes a 4 percent across-the-board increase with a minimum of
$1,250 and a maximum of $2,000, and provides for one half of a
dependent's medical insurance or an increase of $37.50 for those with ho
dependent heaith care.

Texas N/A N/A N/A

ROCKY MOUNTAIN )

Colorado 4.0% 1.9% - Only about 40 percent to 45 percent of the workforce is aligible for

’ anniversary increases,

{daho -—- 5.0% .- State employees received no increase in fiscal 1998,

Montana 1.0% - 1.0% Employees below the midpoint of the range for their pay grade receive an
increase based on years of service. The average for all employees is
2 percent,

Utah --- 3.5% -

Wyoming - -—- * 40 percent of general fund reversions are set aside for salary increases,

as determined by the compensation commission.
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State Employment Compensation Changes, Fiscal 1999

Merit

Cther

Notes

4.2%

1.3%

3.0%

There are no across-the-board increases. Most employees received a 0.6
percent salary increase. However, members of bargaining units for police
officers and general government supervisoty personnel (together about
10 percent of total full-time employees) received a 1.5 percent salary
increase. Some employees did not receive any salary increase, bargaining
instead for higher employer contributions to heaith insurance premiums,

Empioyer health insurance costs per employee increased (from 6 percent
to 11 percent) for about 65 percent of employees, varying by bargaining
unit. Employer contributions for the other 15 percent of employees remains
unchanged from fiscal 1998.

Of the twenty-one bargaining units for state employees, four bargaining
units representing approximately 31,891 employees have reached
agreements for fiscal 19398. Two of the bargaining units representing
approximately 4,355 empioyees are scheduled to receive general satary
increases of 3 percent, the possibitity of an additional merit increase of
either 5 percent or 10 percent, and other recruitment and retention
incentives in fiscal 1939. Two other bargaining units, representing
approximately 27,536 employees, are scheduled to receive a general
salary increase of § percent, an employer contribution of 2 percent of their
salary into a defined contribution plan, and other recruitment and retention
incentives in 1998-1989. No increase has been adopted for all remaining
employees.

Merit salary increases of 5 percent are avaiiable to employees performing

successfully and within an established salary range. Once an employee

reaches the maximum within an established salary range for a position,

additional merit adjustments are not possible. Except for the 4,355

employees identified above, and specific program areas, additicnal merit

?gglsry %:g}jgstments for all other employees will not be separately funded in
-1 .

An agreement was reached for two bargaining units for retroactive
increases back to fiscal 1996 and fiscal 1987 for other units, an agreement
was reached for a 5.06 percent increase over fiscal 1998 and fiscal 1999;
however, the 1998 legislature adjourned without approving funds for the
increase. The cost items will be resubmitted to the 1999 legisiature.

All employees received a 3 percent across-the-board increase. Those
employees not at the maximum allowed and who receive a standard or
above-performance evaluation received a merit increase.

The avera?e across-the-board increase applies to alf employees. in
addition to these increases, step ("merit") increases are funded in agency
budgets. About one half of ali state employees are expected to be eligible
for merit increases of an average 5 percent per year. The merit increases
take effect on an individual employee’s salary eligibiligy date, which means
the statewide increase for a given year is about 1.25 percent. The other
category reflects various selective increases that were made to specific
job classifications (e.g., information technology class) that were below
markei.

Across-
Region/State the-Board
FAR WEST
Alaska .
California .
Hawaii .
Nevada 3.0%
Oregon 3.0%
Washington ——
TERRITORIES
Puerto Rico

The fiscal 1999 budget includes funding to cover the Christmas bonus
adjustment of 6 percent of base salary, up to $8,000 per year.
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State Employment Compensation Changes, Fiscal 1999

Maerit

Other

Notes

4.2%

1.3%

3.0%

There are no across-the-board increases. Most employees received a 0.6
percent salary increase. However, members af bargalhing units for police
officers and general government supervisory personnel (together about
10 percent of total fuli-time empioyees) received a 1.5 percent salary
increase. Some employees did not receive any saiary increase, bargaining
instead for higher employer centributions to health insurance premiums.

Employer health insurance costs per employee increased (from 6§ percent
to 11 _percent) for about 65 percent of employees, varying by bargaining
unit. Employer contributions for the other 15 percent of employees remains
unchanged from fiscal 1998,

Of the twenty-one bargaining units for state employees, four bargaining
units representing approximately 31,891 empioyees have reached
agreements for fiscal 1999. Two of the bargaining units representing
approximately 4,355 employees are scheduled to receive general salary
increases of 3 percent, the possibility of an additional merit increase of
either 5 pearcent or 10 percent, and other recruitment and retention
incentives in fiscal 1999. Two other bargaining units, representing
approximately 27,536 employees, are scheduled to receive a general
salary increase of 5 percent, 2n employer contribution of 2 percent of their
salary into a defined contribution plan, and other recruitment and retention
incenlives in 1998-1999. No increase has been adopted for ail remaining
employees.

Merit salax?( increases of 5 percent are available to employees performing

successfully and within an established satary range. Once an employee

reaches the maximum within an established salary range for a position,

additional merit adjustments are not possibie. Except for the 4,355

employees identified above, and specific program areas, additional merit

;sglgagy&djgstments for all other employees will not be separately funded.in
-1999,

An agreement was reached for two bargaining units for retroactive
increases back to fiscal 1996 and fiscal 1997: for other units, an agreement
was reached for a 5.06 percent increase over fiscal 1998 and fiscal 1999;
however, the 1898 legislature adjourned without approving funds for the
increase. The cost items will be resubmitted to the 19399 legislature.

All employees received a 3 percent across-the-board increase. Those
employees not at the maximum allowed and who receive a standard or
above-performance evalvation received a merit increase.

The average across-the-board increase applies to al? employees. In
addition to these increases, step ("merit") increases are funded in a ency
budgets. About one half of all state employees are expected to be eligible
for merit increases of an average 5 percent per year. The merit increases
take effect on an individual employee's salary eligiblmg date, which means
the statewide increase for a given year is abouf 1.2 percent. The other
category refiects various selective increases that were made to specific
job ciassifications (e.g., information technology class) that were below
markel.

Across-
Region/State the-Board
FAR WEST
Alaska »
California .
Hawaii .
Nevada 3.0%
Oregon 3.0%
Washington —
TERRITORIES
Puerto Rico

The fiscai 1999 budget includes funding to cover the Christmas bonus
adjustment of & percent of base salary, up to $8,000 per year,
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TABLE A-8

Number of Filled Full-Time Equivalent Positions at the End of Fiscal 1997 to Fiscal 1999, in All Funds**

Percant Percent
: Fiscal Fiscal Fiscal Change, Change, includes Higher  State-Administerad
Region/State 1997 1998 18599 19977899  19%8-1999 Education Faculty Woellare System
NEW ENGLAND
Connecticut 39.550 38,367 41,076 3.86% 7.06% X
_ Maine 12.242 12.298 12.325 0.68% 0.22% X
__Magsachysetts® 64,842 67,011 68,559 5.73% 2.31% X X
New Hampshire NA NA NA NA NA
Rhode Islang* 15,949 15,788 15,986 0.23% 1.20% X X
Vermont® 7.014 7,188 7,246 3.31% 1.23%
MID-ATLANTIC
_Dejaware* 25.247 25922 26,746 594% 3.18% X X
Maryland 82,680 79,935 83,404 0.88% 4.34% X
New Jersey* 68,628 69,424 659,200 0.83% -0.34%
New York* 228,500 228,700 228,700 0.08% 0.00% X
Pennsylvania 85,500 85,520 84,136 -1.60% -1.62% X
GREAT LAKES
lilinois i 67.134 NA NA NA NA X
indiana 36,5594 38,104 37,832 3.38% 0.71% X
Michigan 54,978 53,769 55,798 1.49% 0.05% X
Qhig 61,823 61,785 62,000 0.12% 0.33%
__Wisconsin 62,981 63,204 63,656 1.00% 0.72%
PLAINS
lowa 21.790 22.148 23,698 8.76% 7.00%
Kansas 43,302 42 645 42 197 -2.55% -1.05% X X
Minnesgota 32.946 32,784 33,000 0.16% 0.66%
Missouri* 59,656 97.296 59,723 7.31% 4.24% X
Nebraska 15.636 15,802 NA NA NA X
North Dakota 11.696 11,708 11.382 -2.68% -2.77% X
South Dakota 13,181 12.854 12.842 -2.57% -0.86% X X
SOUTHEAST
Alahama 35,721 34,567 34,567 -3.23% 0.00% X
Arkansas 27,323 26,968 26,968 -1.30% 0.00%
Florida 125,478 125.401 127,331 1.48% 1.54% X
rgi 90.788 87,402 91.270 0.53% 4.43% X X
Kentueky 33,831 34,163 38,299 13.21% 12.11% X
Leyisiana 58,429 59,552 59,459 1.76% -0.16% X
Mississippi 29643 30,211 30,815 3.85% 2.00% X
North Carolina 243,825 245 958 250,278 2.60% 1.76% X X
__South Carolina 68,292 68,872 68 872 0.85% 0.00% X X
Tennessee 41,121 39,983 39,983 -2.77% £.00% X
Virginia* 94,253 96,900 99,146 5.19% 2.32% X
Virgini 31.159 30,912 31,367 0.67% 1.47% X X
SOUTHWEST
Arizona 60,117 62,724 63,961 6.40% 1.87% X X
New Mexico 23,215 22,989 22,884 -1.43% -0.46% X
Oklahoma* 40,312 38,634 31.634 -21.53% -18.12%
Texas 264,844 265 342 265024 0.03% -0.12% X
ROCKY MOUNTAIN
Colorado* 24336 25,486 43 884 80.33% 72.19% X
Idaho 16,309 16,514 16,763 2.82% 1.54% X X
Montana 9,995 10,194 10,235 2.41% 0.40% X
Utah 18,669 19,417 18.626 5.13% 1.08% X
Wyoming 12.500 12.511 13,438 7.50% 7.41% X X
FAR WEST
Alaska 17.454 17.397 17.451 -0.02% 0.31% b X
Califgornia 271,966 281,675 283 679 4.31% 0.71% X
Hawaii 40,744 41,603 41,588 2.07% -0.04% X X
Nevada 19,164 20,188 20,336 6.12% 0.68% X X
Qregon 41,925 43914 43,943 4.81% 0.07% X X
Washington 93,682 95,029 96,198 2.69% 1.23% X X
TERRITORIES
Puerto Rico 240,703 235,594 228,690 -4.99% -2.93% X X
Total . 2,943,263 2,398,863 2,928,510 2.4% 1.6% 24 8

NOTES: NA indicates data are not available.

*See Notes to Table A-6. .
**Unless otherwise noted, fiscai 1997 reflects actual figures, fiscal 1998 reflects preliminary actual figures, and fiscal 1999

reflects appropriated figures.



THE FISCAL SURVEY OF STATES: DECEMBER 1998 A3

NOTES TO TABLE A6

Colorado
Delaware
Massachuselts

Missouri
New Jersey
New York

Oklahoma

Rhode Isiand
Vermont
Virginia

Full-time positions include higher education facuity for fiscai 1998,
Full-time positions include those in public education as well as in higher education.

IFun—!time equivalent figures reflect budgetary funds only. The fiscal 1999 figure reflects the September 1998 actual
evel.

Figures reflect appropriated full-time equivaient positions.
Figures reflect full-time employees, not equivalents, and include the county courts.

Full-time equivalent figures reflect end-of-year counts for annual and nonannual salaried full-time equivalent
employees in the executive, legisiative, and judicial branches.

The state’s weifare system is stale-supervised but locally administered.

The large percentage decrease is primarily because of the privatization of the university hospital that cccurred in
January 1998. The hospital employees are no longer state employees.

Figures reflect an authorized position cap.
Positions include those in the executive, judicial, and legislative branches.
A statewide hiring freeze is still in effect.
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TABLE A-7

Fiscal 1998 Tax Collections Compared With Projections Used in Adopting Fiscal 1998 Budgets (Millions)*

Sales Tax Personal Income Tax Corporate Income Tax Total
QOriginal Current Original Current QOriginal Current Revenue
Region/State Estimate Estimate Estimate Estimate Estimate Estimate Collection™*
NEW ENGLAND
Connecticut $ 2685 $ 2772 $ 3,135 $ 3598 $ 626 § 664 H
Maine* 739 791 724 724 a0 102 H
Massachusetts 2875 2,963 7,162 8,032 900 1,067 H
New Hampshire NA NA NA NA 225 238 H
Rhode |sland 504 530 635 724 63 72 H
Vermont* 194 195 324 356 45 51 H
MID-ATLANTIC
Delaware NA NA 708 761 93 a5 H
Maryiand 2,171 2161 3,836 41586 251 269 H
New Jersey 4,550 4,748 5,036 5,592 1,382 1,316 H
New York* 7,238 7,256 18,865 17,758 1,972 2,081 H
Pennsyivania 6,146 6,152 5820 6,236 3,894 3,598 H
GREAT LAKES
lilinois N 5,140 5,274 6,375 6,847 1,100 1,136 H
Indiana 3,263 3,251 3,362 3,435 1,040 1,016 H
Michigan 1,465 1,447 4 541 4 6850 2,390 2,290 H
Ohio 5,170 5,266 5,645 6,213 1,160 1,197 H
Wisconsin 3,000 3,047 4 920 5,047 645 627 H
PLAINS
lowa 1,320 1,272 2,145 2,288 295 291 T
Kansas 1,290 1,352 1,522 1,742 230 282 H
Minnesota 3,199 3,216 4 160 4 525 597 782 H
Missouri 1,577 1,696 3,531 3.765 510 449 H
Nebraska 793 804 885 982 133 142 H
North Dakota A 320 163 178 45 66 H
South Dakocta 386 389 NA NA NA NA H
SOUTHEAST
Alabama 1,270 1,249 1,710 1,760 180 196 H
Arkansas 1,452 1,466 1,496 1,570 238 272 H
Florida 12,808 12,975 NA NA 1,286 1,396 H
Georgia 4102 4,070 5,182 5317 725 762 T
Kentucky 1,976 1,981 2,208 2,428 309 334 H
l.ouisiana 1,859 2,010 1,338 1,412 381 368 H
Mississippi 1,183 1,228 841 888 284 286 H
North Carolina 3,249 3,255 5,547 6,029 680 696 H
Socuth Carolina 1,706 1,742 2,019 2,088 225 184 H
Tennessee* 4070 4,103 128 160 918 914 H
Virginia 1,903 1,919 4811 5. 405 395 451 H
West Virginia 802 794 814 866 153 140 H
SOUTHWEST
Arizona 2,210 2,375 1,560 1,865 485 540 H
New Mexico 1,343 1,340 723 797 160 180 H
Oklahoma 1,250 1,245 1,835 1,880 201 223 H
Texas 11,775 12,433 NA NA 1,832 1,838 H
ROCKY MOUNTAIN
Colerado 1,369 1,414 3,030 2,792 271 212 H
Idaho 514 497 732 776 123 117 H
Mentana NA NA 420 444 70 70 H
Utah . 1,280 1,250 1,323 1,346 179 188 H
Wyoming 224 225 NA NA NA NA M
FAR WEST :
Alaska NA NA NA NA 215 254 L
Caiifernia” 17,330 17,715 25522 27 450 6,028 5,885 H
Hawali 1,489 1,425 1,047 1,083 55 46 L
Nevada 533 §13 NA NA NA NA L
Oregon NA NA 3,235 3,420 322 278 H
Washington 4,596 4 557 0 0 0 7] H
TERRITORIES
Puerto Rico 469 461 1,995 2,028 1,402 1,533 H
Total $134 427 $136,783 $149,0235 $157,432 $33,510 $34,157 .-

NOTES: NA indicates data are not available because, in most cases, these states do not have that type of tax.

*See Notes to Table A-7, .
**Unless otherwise noted, original estimates reflect the figures used when the fisca! 1998 budget was adopted, and current

estimates reflect the most recent figures.
***KEY: L=Revenues iower than estimates. H=Revenues higher than estimates. T=Revenues on target.
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NOTES TO TABLE A-7

California
Maine

New York

Tennessee
Vermont

Tax collections are for the general fund only.

The _rpersonat income tax is capped. The balance is transferred tc the Tax Relief Fund for Maine Residents
($137.2 million in fiscal 1988).

Actual fiscal 1858 reflects an accounting adjustment that artificially reduces the personal income tax revenue vajue
by $1.9 million.

Tax collections are shared with iocal governments, The corporate income tax includes the corporate franchise tax.

Fiscal 1998 corporate tax collections include approximately $7.9 million of revenue associated with property tax reform
tax increases destined to be transferred to the education fund in fiscal 1999.
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TABLE A-8

Fiscal 1998 Tax Collections Compared With Projections Used in Adopting Fiscal 1999 Budgets (Millions)**

Sales Tax Personal Income Tax Corporate income Tax
Region/State Fiscal 1998 Fiscal 1399 Fiscal 1998 Fiscal 1999 Fiscal 1598 Fiscal 1999
NEW ENGLAND
Connecticut $ 2772 $ 2879 $ 3,596 $ 3,400 5 664 $ 586
Maine* 791 769 724 759 102 93
Massachusetls 2,963 3,081 8,032 7,598 1,067 1,025
New Hampshire NA NA NA NA 238 240
Rhode Island 530 548 724 731 72 66
Vermont* 185 196 366 344 51 41
MID-ATLANTIC
Delaware NA NA 761 823 85 101
Maryland 2,161 2,245 4,156 4,188 269 249
New Jersey 4748 5,005 5,592 5,933 1,316 1,423
New York"® 7,256 7,531 17,759 21,242 2,081 2,040
Pennsylvania 5.152 6,276 6,236 5,384 3,998 4014
GREAT LAKES
Hiincis 5274 S 480 6,847 7,078 1,138 1,140
Indiana v 3,251 3,263 3,435 3,362 1,016 1,040
Michigan 1,447 1,505 ] 4,690 4 870 2,290 2370
Ohio* 5,266 5,490 6,213 6,151 1,187 1,112
Wisconsin 3,047 3,134 5.047 5,052 627 654
PLAINS
lowa 1,272 1,331 2,288 2,349 291 310
Kansas 1,352 1,350 1,742 1,685 282 292
Minnesota 3,216 3,379 4525 4,689 782 771
Missour 1,696 1,625 3,765 3,840 449 505
Nebraska 804 764 982 1,028 142 138
North Dakota 320 353 178 169 66 46
South Dakota 389 413 NA NA NA NA
SOUTHEAST :
Alabama 1,249 1,278 . 1,760 1,843 196 205
Arkansas 1,466 1,556 1,570 1,620 272 271
Florida 12,975 13,814 NA NA 1,396 1,411
Georgia 4,070 4,082 5,317 5,225 762 752
Kentucky 1,981 2071 2. 428 2,505 334 345
Louisiana 2,010 2,080 1,412 1,496 368 383
Mississippi 1,228 1,255 888 889 286 308
North Carolina 3,255 3,350 6,029 6,358 696 743
South Carclina 1,742 1,806 2,088 2,215 194 209
Tennessee* 4,103 4,279 160 155 914 1,004
Virginia 1,918 2,032 5,405 5,605 451 454
Waest Virginia 794 828 866 892 140 170
SOUTHWEST
Arizona 2,375 ' 2,428 1,865 1,878 540 700
New Mexico 1,340 1,396 797 743 180 185
Oklahoma 1,245 1,323 1,880 2,002 223 227
Texas 12,433 12,248 NA NA 1,938 1,802
ROCKY MOUNTAIN
Coloradg . 1,414 NA 2,792 NA 212 NA
Idahe* 497 576 776 811 117 121
Maontana NA NA 444 440 70 70
Utah 1,250 1,301 1,346 1,478 188 190
Wyoming 225 231 NA NA, NA NA
FAR WEST
Alaska NA NA NA NA 254 217
California* 17,715 18,738 27,450 28,963 5,885 6.100
Hawaii 1,425 1,485 1,083 1.040 46 60
Nevada 513 580 NA NA NA NA
Oregon NA NA 3,420 3,735 278 336
Washington 4 657 4,929 0 0 0 0
TERRITORIES
Puerto Rico 461 517 2,028 2 280 1,533 1,671
Total . $136,783 $140,284 - §$157,432 $161,581 $34,157 $34,606

NOTES: NA indicates data are not available because, in most cases, these states do not have this type of tax,

“See Notes to Table A-8. .
“*Unless otherwise noted, fiscal 1998 figures reflect prefiminary actual tax collection estimates as shown in Table A-7, and

fiscal 1999 figures reflect the estimates used in the enacted budgets.
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NOTES TO TABLE A-8

California

Idaho

Maine

New York

Ohio

Tennessee
Vermont

Tax collections are for the general fund only.

Approximately $55 million of the $79 million increase in sales tax revenue is the result of an accounting change. in
fiscal 1999, the legislature decided to shift the way it displays property tax relief from a sales tax diversion to a general

fund appropriation.

The _})ersonai income tax is capped. The balance is transferred to the Tax Relief Fund for Maine Residents
($137.2 million in fiscal 1998).

Actual fiscal 1998 reflects an accounting adjustment that artificially reduces the personal income tax revenue value
by $1.9 miilion.

Estimates are the most recent revisions and not those from June 1997 when the biennial budget was enacted. The
expected reduction in personal income tax collections in fiscal 1999 is a manifestation of the state’s income tax
reduction fund surplus rebate mechanism. At the end of fiscal 1998, $701.4 million was deposited to this fund based

on fiscal 1998 surpiuses. This amount will be used to support & 9.3 percent reduction to income tax rates for 1998 A
transfer of funds from the income tax reduction fund to the general revenue fund will offset the impact this has on tax

collections. )
Tax collections are shared with local governments. The corporate income tax includes the corporate franchise tax.

Fiscal 1998 CDFJJUI'ate tax coliections include approximately $7.9 million of revenue associated with grope_rty tax reform
tax increases destined to be transferred to the education fund in fiscal 1999. The July 15, 1998, revised revenue
estimate is $376.3 million for the personal incoeme tax in fiscal 1999,
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TABLE A-9

Appropriated Revenue Changes by Type of Revenue, Fiscal 1999
Fiscal 1998

Effective Revenue Changas
State Tax Change Dascription Date (Millions)
SALES TAXES
California Creates hew exemptions for space launches, teleproduction and perennials. 1/99 $-11.0
Connecticut Exempts trade-ins, coupons, deposits, newspapers, and discounts, 7/98 -9.9
Florida Extends 3 percent tax rate on farm equipment to other agriculturai 7/98 -3.7
equipment.
Creates retroactive exemption or refunds for chambers of commerce. 7/98 -1.1
Exempts machinery and equipment for expanding printing facilities. 7/98 -2.2
Exempts saies, ieases, and repair parts for large aircraft. 7/98 -4 9
Exempts certain pollution control equipment used in manufacturing. 7/98 55
Revises current exemption for manufacturing electricity and steam power, 7/98 -3.9
Creates one-time sales tax holiday on clothing items less than $50. 7/98 -19.2
Exempts silicon technology production and research and development 7/98 -2.0
+ expenditures,
Geaorgia Removes sales tax on groceries (final year of three-year phase-out). NA -147.0
lowa Creates a hospital exemption. NA -15.0
Kansas Expands exemptions. 7/98 -4.0
Exempts residential remodeling. 7/98 -15.0
Provides food rebate. 7/98 -13.0
Kentucky Exempts agricultural fueis used on farms. NA -1.0
Maine Statutorily requires 0.5 percent reduction in the sales tax. 10/98 -39.8
Michigan Provides vending exemption retroactive to 1995, 4/98 -4.6
Exempts church construction. 8/98 -2.8
Minnesota Exempts ready-mixed concrete trucks. 7/98 2.8
Phases-cut farm machinery tax, various -1.7
Exempts St. Paul arena construction materials. various -1.2
Extends amnesty for saies tax on garbage collections. NA -2.3
Missouri Reflects miscellaneous sales tax exemptions. 8/98 -16.0
Nebraska Reduces the state sales tax rate from 5 percent to 4.5 percent for fiscal 1999. 7/99 -82.0
New Mexico Provides gross receipts tax deduction for prescription drugs and medical 1/99 -5.0
services,
New York Creates two week sales tax holiday on clothing and footwear, various -18.1
Creates various sales tax exemptions. various -26.9
Decreases passenger vehicle registration fees by 25 percent. 7/98 -47
Reduces truck mileage tax by 25 percent. 1/99 -5
Reduces beer tax by 2.5 cents. 1/99 -1.1
Current year phase of prior tax cuts various -9.9
North Carclina Repeals food tax. Fiscal 2000 impact is $-184.5 million. 5/99 -18.4
Provides refund for schools. Fiscal 2000 impact is $-14.8 million. 7/89 0.0
Oklahema Increases ceiling of eligibility for refund of sales tax on food of $40 per 1/98 0.0
person. The source of the refund is individual income tax collections and the
refund will not affect state revenue until income tax is filed in 2000.
Pennsylvania Expands exemptions to inciude vending machine sales, mailing lists, and 7/98 - -40.4
exempt organization personal property.
Tennessee Exempts farm equipment and machinery, replacement parts, and labor to NA -2.0
repair farm machinery,
Washington Repeais sales tax on ¢oin-gperated laundromats. NA ‘ -2.3
Removes sales tax on dental appliances. NA -1.1
Wisconsin Exempts prepackaged meals and sandwiches. 8/98 -0.8
Exempts county fair admissions. 8/98 -0.2
Taxes prepaid calling cards at point of sale instead of point of use. 8/98 0.1
$-582.2

Total Revenue Changes-—Sales Taxes



THE FISCAL SURVEY OF STATES: DECEMBER 1998 .43

TABLE A-8 {continued)
Appropriated Revenue Changes by Type of Revenue, Fiscal 1999

Fiscal 1998

Effactive Revenue Changes
State Tax Change Description Date (Millions}
PERSONAL INCOME TAXES
Arizona Provides 2.5 percent reduction over two years. NA $-30.0
California Reflects federal conformity. . 1/98 -42.0
Reinstates renter's credit. 1/98 -133.0
Increases credit for dependents. 1/98 : -612.0
Colorado Provides a tax credit for chiid care expenses. 1/98 -31.2
Connecticut Increases from $285 to $350 the maximum credit that can be taken against 1/98 -45.0
the personal income tax for property taxes paid on a primary residence
and/or automobile.
Delaware Reduces rates and increases standard deduction. 1/99 -45.8
Georgia Increases standard deduction of all filers to the federal standard deduction. 1/58 -205
Hawaii Reduces income tax rates over four years, repeals the food tax credit, and  1/98 and 7/98 -46.0
provides a low-income refundable tax credit.
Hlinois Phases in a doubling of personal exemption over three years NA -96.0
Indiana Increases low-income and dependent deductions. N/A -42.8
lowa Reduces capital gains tax. NA -18.0
Creates tuition credit, NA -3.8
Reduces tax on pensions. NA ' -20.0
Creates a personnel exemption. NA -28.8
Kansas Accelerates single taxpayer equity. 7198 -23.0
Increases standard deduction. 7/98 -18.0
increases personal exemption. 7/98 -36.0
Adds new earned income credit. 7/98 -13.0
Kentucky Provides deduction for long-term care insurance premiums, NA -1.5
Maine Increases personal exemption to federal level. 1/98 -30.1
Maryland Accelerates previously enacted multiyear tax cut. 1/98 -45.0
Makes earned income credit refundable. 1/98 -17.0
Massachusetts ?:aurb:%ségersonal exemptions, phased in over two years beginning with tax 1/98 -600.0
Allows income exclusion for contributions to “403b” annuity plans {pension 1/98 -55.0
plans for nonprofit/public school employees).
Exempts earnings and distributions for Roth and education individual 1/98 -1.0

relirement accounts (lo bring state tax iaw inlo conformity with Internal
Revenue Service code).

Provides capital gains exclusions of $250,000 for single filers or $500,000 1/98 -2.0
for joint filers for sale of principal residence (lo bring state tax law into

conformity with Internal Revenue Service code).

Reduces tax rate on interest and dividend income from 12 percent to 1/88 -117.0
5.95 percent {the tax rate on earned income such as salaries and wages).
Michigan* Increases personal exemption, indexed to inflation. 3/95 -30.0
Increases personal exemption by $200. 7197 -60.0
Increases senior citizen dividend and interest deduction: indexed to infiation 12/88 -42.9
beginning in fiscal 1898.
Provides credit for percentage of tuition and fees paid to institution of higher 7197 -18.5
learning.
Adds deduction for dependent children. 7197 -29.4
Minnesota Provides income tax rebate, Based on 1998 -467.5
property tax
liability
Expenses for tax exempt income. 1/98 1.5
Reflects federal update. various -9.7
Adds Bank S corporation dividend deduction. 1/88 -5.3

Provides working family credit. 1/98 -4.4
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TABLE A-§ (continued)

Appropriated Revenue Changes by Type of Revenue, Fiscal 1999

Fiscal 19889

Effsctive Revenue Changes

State Tex Change Description Date (Millions)
PERSONAL INCOME TAXES (continued)

Missouri Increases dependent deduction from $400 to $1,200. 1/98 -65.0
Provides an additional $1,000 deduction for a dependent who is at least 1/98 -3.0
sixty-five years of age who resides in the taxpayer's home or the dependent's
home, or if the dependent does not receive Medicaid or stale funding, while
residing in certain care situations.

Ex%ands current senior citizen and disabled circuit breaker property tax 1/98 -21.0
credit.

Montana Reflects inheritance tax and deductible health insurance. 7/99 -3.8

Nebraska Makes permanent severai income tax reductions that were scheduled to 1/98 -27.6
expire during fiscal 1999. The amount shown is the additional impact in fiscal
1999 because the reduction is permanent.

New Mexico Reduces top personal income tax rate from 8.5 percent to 8.2 percent; 1198 -15.5
Increases and expands the low-income comprehensive tax rebate.

New York Current year phase of prior tax cuts. various -106.0

. Accelerates farmer's tax credit. 1/98 -3.0

North Carolina Creates child heaith insurance credit. Fiscal 2000 impact is $-64.5 million. 1/89 0.0
Creates long-term insurance credit. Fiscal 2000 impact is $-8.0 million. 1/99 0.0
Limits nonresident withholding. : 1/98 -40
Creates nonitemized charity credit. Fiscal 2000 impact is $-7.6 million. 1/99 0.0

Ohio* Reflects annual income tax reduction based on surpluses. NA -701.4
Reflects changes in personal income tax exemption. _ NA -25.5

Oklahoma Decreases individual income tax marginal rate from 7.0 percent to 675 1/89 -15.8
percent.

Pennsylvania Expands the tax exemption for low-income taxpayers and exempts gains 1/98 -92.0
from sale of a residence,

South Carolina Provides a deduction of $3,000 of retirement income until age sixty-five (at 1/98 -3.3
which time the allowable deduction is $10,000).

College freshmen and sophomores who do not qualify for the LIFE 1/98 -7.0
scholarships (up to $2,000) will receive an individual income tax credit equal

to 25 percent of tuition paid, not to exceed $850 during a taxable year if

attending a qualified four-year institution, and not to exceed $350 if attending

‘a qualified two-year institution. The tax credit wili be extended to college

juniors and seniors over the next two years.

Virginia Creates a higher education tuition trust fund tax credit. 7/98 -2.5
Creates small business enterprise zones. 7/98 -2.7

Wisconsin Reduces tax rates by 2.5 percent. 1/98 -133.2
Creates a working families tax credit to eliminate tax liability for low-income 1/98 -25.3
taxpayers.

Increases married couple credit. 1/98 -6.0
Exempts intra-family sale of business assets from capital gains. 1/98 -5.0
Creates long-term care insurance deduction, 1/98 -3.0
Extends credit to partners and proprietars for sales tax on fuel and electricity 1/98 -1.8
used in manufacturing.
Creates higher education tuition deduction. 1/98 -20.1
Increases school property tax rent credit by 45 percent. 1/98 -125.0
54,4426

Total Revenue Changes-—Personal Income Taxes
*Tax changes in Michigan for the personal income tax, corporate income tax, cigarette and tobacco taxes, and phase out of intangibles

tax were adopted prior to the 1998 legisiative session, but revenue impacts fiscal 1998,

*Legisiation passed in Ohio in both 1985 and 1996 modified the personal exemption to the state income tax on a phased-in basis. The
amounts shown represent the incremental reduction in income taxes because of the phase-in process,
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TABLE A-8 {continued)
Appropriated Revenue Changes by Type of Revenue, Fiscal 1999

Fiscal 1999

Effective Revenue Changes

State Tax Change Description Date {Millions)
CORPORATE INCOME TAXES

Arizona Decreases corporate tax rate from 9 percent to 8 percent; apportionment NA $-10.0
changes; extends personal property exemption to mulliple locations.

California Refiects federal conformity. 1/98 8.0
Creates enterprise zones, heaith insurance, child care, research and 1/98 -38.0
development, and software manufacturing credits,

Connecticut Provides for a single factor apportionment formula for financial services 7/98 53

companies and excludes financial service companies from capital base.
Establishes an exemption for passive investment companies, 7/98 -14.0
Exempts domestic insurers from the tax. 7/98 -7.0
Restricts the deductability of certain intangible expenses and certain interest 7/98 6.2
expenses with a related member. .

Florida Provides a tax credit for child care facility start-up costs. 7/98 -2.0

Increases community contribution tax credit. 7/98 -2.7
Creates exemption for certain research and development expenditures in 7/98 -3.2
conjunction with a state university.
Creates a tax credit for dry-ciean solvent clean-up expenditures. 7/98 -1.2
Exermnpts fimited liability companies from tax. 7/98 -8.2
Reduces bank income tax credit because of repeal of intangible personal 7/98 0.0
property tax on banks.

Hllinois Changes formula for apportioning income to illincis for multistate companies NA -21.0
(three-year phase-in),

Indiana Updates the tax codes to comply with changes in federal tax law. N/A -11.7 -

Kansas Provides credit on business equipment. 7/98 -16.0-

Kentucky Provides tax credit for worker training, NA -1.0

Michigan* C&han ggasingle business tax apportionment formula for 1997 and tax years 1196 -54.2
after .

Increases small business credit income limit beginning in 1898, 1/96 -21.8
Provides credit for expenses paid to, or on behalf of, an apprentice from 1/97 -5.2
sixteen to twenty years of age, without a high school diploma.

Minnesota Reflects federal update. various 0.6

Missouri Creates tax credits as incentives for businesses to locate and invest in 1/98 -35.0
distressed communities. : .
Reflects miscellzanecus tax credits. 1/98 -13.0

New York Creates investment tax credits for securities firms and banks. 10/98 -20.0
Creates alternative minimum tax rate reduction, 7/98 -1.0
Current year phase of prior tax cuts. various -88.5

Ohio Reduces corporate franchise nel worth component and the financial NA -41.2
institutions tax,

Pennsylvania increases recovery period for net operating loss carry forward from three to 1/98 -18.7
ten years.

South Carolina Replaces the enterprise impact zone investment tax credit of 5 percent with 7/98 24.4
a graduated scale from 1 percent to 5 percent, with certain limitations based
on the investment's useful life.

Virginia Creates small business enterprise zones. 7/98 -1.7

Total Revenue Changes-—Corporate Income Taxes : $-395.6

*Tax changes in Michigan for the personal income tax, corporate income tax, cigarette and tobacco taxes, and phase out of intangibles
tax were adopled prior to the 1998 legisiative session, bul revenue impacts fiscal 1599,
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TABLE A-3 [continued)

Appropriated Revenue Changes by Type of Revenue, Fiscal 1999
Fiscal 1999

Effective Revenue Changes
State Tax Change Dascription Date (Millfons)
CIGARETTE AND TOBACCO TAXES
Michigan* Reflects stamping. 12/97 $ 231
New Jersey Increases taxes from $.40 per pack to $.80 per pack 1/88 200.0

Total Revenue Changes-—Cigarette and Tobacco Taxes

*Tax changes in Michigan for the personal income tax, cor

tax were adopted prior to the 1998 legislative session, but revenue impacts fiscal 1999,

$223.1

porate income tax, cigarette and tobaceo taxes, and phase out of intangibles

MOTOR FUEL TAXES

Connecticut Reduces the gas tax from $0.33 per gallon to $0.32 per gallon. 7/98 $-13.3
Wyaoming Increases motor fuel tax by $.05 per gallon. NA 35.4
Totai Revenue Changes—Motor Fuel Taxes $22.1
OTHER TAXES .
Arizona Provides a 16 percent reduction in the vehicle licensa tax. 8/98 $-80.0
California Conforms to estate tax interest rate. NA -3.0
Connecticut Eliminates the appiication of the insurance premiums {ax on premiums 4/98 -4.5
received from policies writlen for Medicaid managed care plans and health
care for uninsured kids and youth {HUSKY) plans.
Deiaware Increases exclusions from gross receipts fax, 1/99 -3.6
Reduces realty transfer tax from 2 percent to 1.5 percent. 1/99 -6.7
Florida Creates tax credit for insurance company investments in certified capital 7/98 0.0
companies.
Reduces premiums tax credit because of repeal of intangible personal 7/98 0.0
property tax in insurance companies.
Provides various intangible personal property tax reductions (e.g., exempts 7198 -57.9
banks and insurance companies, creates partial exemption for accounts
receivable, increases minimum tax required for return to be filed).
Creates various pari-mutuels tax rate reductions and exemptions. 7/98 -8.7
Hawaii Revises public service company tax. 6/98 -4.0
Provides a general excise tax exemption on wholesale sales of imported 7/98 -10.0
personal property.
increases the transient accommodations tax from 6.0 percent to 1/99 -3.0
7.25 percent; changes revenue distribution.
Exempts general excise tax for management company receip!s from a related 7198 -2.0
entity providing or selling telecommunications services.
Kansas Provides privilege tax adjustment 7/98 186.0
Repeals inheritance tax. 7/98 -31.0
Provides severance tax exemptions. 7/98 -3.0
Kentucky Changes computation of bank franchise tax. NA -2.0
Changes the taxable vaiue of 2 motor vehicle. NA -6.8
Louisiana Phases out inheritance tax NA -6.0
Provides a credit for insurance companies on their insurance premium tax NA -8.0
liability for investing in capital companies )
Michigan® Modifies estate tax to federal law. 1/98 -3.8
Phases-out intangibles tax, 3/96 -100.0
Minnesota Reflects estate lax federal update. 1/98 -0.9
Reduces rate on fawfut gambling. 7/98 -2.7
Adjusts health maintenance arganization surcharge. 8/97 -1.8
Reflects special premiums tax. 4/97 17.0
Montana Ceases reappraisai of residential property {biennium}. 7/97 -82.0
New Jersey Revises taxation of public utilities from a gross receipts and franchise tax to NA 0.0
sales and corporations tax and a transitional assessment.
New York Authorizes conformity with federal estate tax law. immed. -3.0
Impiements state-funded local schoo! residential property tax reductions, 7/98 -704.0
Current year phase-in of prior tax cuts. various --5.0
North Carolina Repeals inheritance tax. Fiscal year 2000 impact is $-52.5 million. 1/99 0.0
Repeals wholesale licenses. 7/98 -1.3
NA -12.2

Chio

Changes insurance tax by eliminating domestic preference.
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TABLE A-8 {continued)

Appropriated Revenue Changes by Type of Revenue, Fiscal 1999
Fiscal 1999

Effective Revenue Changes

State Tax Change Descrption Date (Millions)
OTHER TAXES {continued}

Oklahoma Increases in-state estate tax exemption. 1/99 0.0
Provides a temporary rate decrease of unemployment trust fund. These 1/99 $-15.2
moneys are not appropriated.

Pennsylvania Lowers the rate on capital stock and franchise tax. 1/98 -73.3
‘Provides miscellanecus other changes and new tax credits. 1/88 -18.6

South Carolina Phases out soft drinks tax. (Fiscal 19399 is the third step of a six-year 7/98 -4.6
phase-out.)

Washington Creates various tax exemptions or rate reductions on the business and NA -18.7
occupation tax.

$-1,267.3

Total Revenue Changes—Other Taxes
*Tax changes in Michigan for the personal income tax, corperate income tax, cigarette and tobacco taxes, and phase out of_intangihies
{ax were adopted prior to the 1998 legislative session, but revenue impacts fiscal 1999,

FEES
California Reduces vehicle license fees. 1/59 $-533.0
Reduces horse-racing license fees, 1/99 -20.0
Florida Enhances collection of court costs. 7/98 §.5
Extends length of licensing period for concealed weapons. 7198 -1.8
Increases employee contributions to health insurance plan. 7/98 105
Exempts cerlain radiation therapy centers frem hospital assessments. 7/98 -3.1
Minnesota Restructures criminal fees. 1/99 1.5
Montana Provides various fees. 293
New York Current year phase of assessment rate cuts on medical facility providers, various -86.3
Accejerates phase-out of previous assessment cuts. 12/98 -16.8
Total Revenue Changes—Fees §-584.3

NOTE: NA indicates data are not available,
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Enacted Revenue Measures, Fiscal 1999

Fiscal 1988
State Description Effective Date Changes (Millions)
Florida Shifts general revenue to pay debt service on cancer 7/98 $ -4.5
research center,
Shifts general revenue to a trust to pay additional debt 7/98 -5.0
sefvice on environmental bonds.
Shifts ?‘eneraf revenue to a trust to fund. beach 7/98 -10.0
renourishment activities.
Hawaii Extends energy conservation tax credit until Juiy 2003. 7/98 -2.5
idaho The state changed the way it displays replacement funds 7/98 547
for a reduction in the schooli district property tax levy. From
fiscal 1996 through fiscal 1998, it was treated as a
diversion from the sales tax. Beginning in fiscal 1999, the
money will first go to the general fund and then be
appropriated to the public schools.
Kansas Extends unemployment contribution moraterium for 7/98 -87.0
another year,
Reduces transfer from state gaming revenue fund 6/98 0.0
Michigan Revises sales/use tax payment schedule, which reflects a 1/99 -1.4
loss of interest earnings and a higher collection fee paid to
retailers.
New Jersey Deregulation of public utilities created a new tax structure. 7497 321
New York Authorizes extension of pari-mutuel tax cut. 7/98 -3.0
Oklahoma Sends delinquent sales tax accounts to collection agency 7/98 4.7
sooner,
Creates withholding remittance twice monthly for 1/99 20.8
businesses paying more than $100,000.
Sends delinquent personal income tax accounts to 1/99 5.8
collection agency sooner.
Field business registration. 1/99 31
Rhode Island Extends hospital licensing fee at current rate of 2 percent. 7/98 37.4
Increases retention of real estate conveyance tax by cities NA -4.8
and towns.
Records the value of one cent of gas tax historically
recorded as motor fuel in the “gas tax transfer.” The
amount equals $4.5 million.
Transfers the value of an additional two cents of the gas 7/98 -8.0
tax to the Rhode Island Public Transit Authority.
Transfersthe value of an additional cne-haif cent ofthe gas 7/98 -2.3
tax to the department of transportation.
Transfers a portion of retained earnings of Rhode Island 7/98 4.0

Resource Recovery Corporation to the general fund.

NOTE: NA indicates data are not available.
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TABLE A-11

Total Balances and Balances as a Percentage of Expenditures, Fiscal 1997 to Fiscal 1999*

Total Balances (Millions)** Balances as a Percant of Expenditures
Region/State Fiscal 1987 Fiscal 1998 Fiscal 1999 Fiscal 1997 Fiscal 1998 Fiscal 1988
NEW ENGLAND
Connecticut $ 504 $ 650 $ 519 5.4% 6.6% 5.2%
Maine 67 190 118 3.8 10.0 5.5
Massachusetts 976 1,174 1,173 55 6.8 6.4
New Hampshire 21 61 22 25 6.7 2.3
Rhode |sland 101 189 89 57 100 43
Vermont a5 38 75 4.6 4.1 9.9
MID-ATLANTIC
Delaware 393 539 402 22.2 28.4 17.8
Maryland 697 1,038 752 2.5 13.3 8.9
New Jersey 1,108 1,138 700 7.0 6.8 3.9
New York 433 638 1,668 1.3 1.9 45
Pennsylvania 814 919 813 4.9 5.3 4.5
GREAT LAKES
Ilinois 806 1,202 1,200 4.4 6.1 56
Indiana*** 1,844 1,815 1.657 23.2 23.0 19.6
Michigan 1.206 1,113 1,144 14.5 12.9 13.0
Qhio 1,012 1,046 1,334 6.2 6.1 7.2
Wisconsin 327 552 13 35 57 1.9
PLAINS
lowa 779 879 725 19.4 20.4 156.1
Kansas 528 749 524 14.9 19.7 12.5
Minnesota 1995 2,189 1,427 20.9 21.5 12.5
Missouri 355 355 202 55 6.0 2.9
Nebraska 396 564 287 21.2 29.2 12.9
North Pakota 82 a7 78 12.0 13.3 10.2
South_Dakota 25 30 40 3.5 4.2 54
SOUTHEAST
Alabama 23 35 29 0.5 0.7 0.6
Arkansas 87 59 37 3.2 2.1 1.2
Florida 1,252 1,443 1,185 8.4 85 6.6
Georgia 1.069 1.052 366 9.7 8.0 2.9
Kentucky 484 366 288 8.6 6.1 4.4
{ouyisiana 135 0 2 2.3 g0 00
Mississippi 303 382 311 10.6 13.1 10.0
North Cargfing 820 638 523 7.8 5.6 4.2
South _Carolina 574 517 3564 12.4 10.5 7.6
Jennessee 276 402 227 50 6.8 36
Virginia 411 647 ' 361 5.0 7.3 36
West Virginia 217 180 687 B8 7.5 2.5
SOUTHWEST ¢
Arizona 762 B14 398 15.8 188 6.8
New Mexico 80 248 248 2.7 8.1 7.9
Oklahoma 534 471 523 13.8 11.2 11.7
Texas 2,387 3,083 3,761 9.6 11.5 14.0
ROCKY MOUNTAIN
Coiorado 514 824 421 11.3 17.4 8.0
idahe 41 72 56 2.9 50 35
Montana 33 78 25 3.3 7.6 2.4
Utah 144 130 g5 4.8 43 K
Wyeming 52 66 78 10.4 12.6 i5.1
FAR WEST
Alaska 3,372 3,464 3,015 139.4 142.3 130.2
California 906 2,227 1.8950 1.8 4.2 3.4
Hawaii 136 154 249 4.3 4.8 7.8
Nevada 236 228 221 17.9 187 14.4
Oregon 811 638 408 21.0 15.2 9.0
Washington 513 825 904 5.6 8.9 9.3
TERRITORIES
Puerte Rico 80 34 24 1.4 0.6 0.4
Total $30.7145 $36,251 $31,078 7.9% 8.8% 7.1%

NOTES: NA indicates data are not available.
’ *Fiscal 1897 are actual figures, fiscal 1998 are preliminary actual figures, and fiscal 19589 are appropriated figures,
**Total balances inciude both the ending balance and balances in budget stabilization funds.
***For Indiana, total balance includes $240 million of tuition reserve. Tuition reserve is the amount from the general fund
reserved for the July tuition supponrt distribution to local elementary and secondary schools.





