STATE AND LOCAL TAX BURDEN ANALYSIS
EXECUTIVE SUMMARY
FY 2011 TAXES

Idaho's revenue and taxation picture is typified by moderate to low overall taxes and a broad structure with
good balance between tax components. Idaho relies principally upon three major taxes: income, sales and

property.

On the basis of taxes paid per person, Idaho's overall tax burden ranks 49" nationally (out of 51) and 11™

regionally (out of the 11 western states), both unchanged from FY 2010.

RANK RANK
Property tax.............. 41 39.3% below national average 10 32.1% below western median
Sales tax................ 38 22.5% below national average 10 29.6% below western median
Individual income..... 33 19.3% below national average 6 equal to the western median
Corporate income... 29 31.0% below national average 5 22.1% above western median
Overall ranking...... 49 30.7% below national average 11 18.4% below western median

Because of relatively low income in Idaho, the state's overall tax burden relative to income is 41st nationally
and 11™ among the 11 western states.

Property tax................ 38 24.2% below national average 10 15.2% below western median
Sales taX........ccceeuvenee. 27 3.2% below national average 9 12.4% below western median
Individual income...... 26 0.9% above national average 5 10.0% above western median
Corporate income...... 24 13.8% below national average 4 23.8% above western median
Overall ranking.......... 41 13.5% below national average 11 7.2% below western median

Idaho overall relative tax burdens climbed slightly between FY 2010 and FY 2011. There were no rate
changes in state taxes during this period, so this apparent increase is a reflection of improving economic
activity. On an overall basis, Idaho taxes remain considerably below the U.S. average on both income-based
and per capita based analyses:

Per $1.000 of Income Per capita
Idaho total tax burden $ 89.20 $2,975
National average total tax burden $103.10 $4,296
Western median total tax burden $ 96.14 $3,648

Because per capita income in Idaho is 19.9 percent lower than the U.S. average, ranking systems which
compare taxes to income will show higher comparative taxes in Idaho than systems which are based on
population.

Because economic recovery increased tax collections in non-property tax sectors more than in property taxes,
the share of Idaho state and local property taxes decreased between FY 2010 and FY 2011. Idaho's major
taxes continue to show balance. In 2011, property taxes raised 29.0% of overall tax revenue, while income
taxes accounted for 28.4% (individual for 24.8% and corporate income tax for 3.6%), and sales tax accounted
for 25.2% of state and local tax revenue.
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Acknowledgement:

Tax and population information is available from the U.S. Census Bureau,
at www.census.gov/govs/estimate/, the Bureau’s Internet website, although
information supplied for this report may vary slightly from website
information because income is derived from U.S. Bureau of Economic
Analysis quarterly estimates and averaged to better represent fiscal year

income.
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Appendix

Detailed tax burden charts,

with numbered charts showing tax effort

percentages and lettered charts showing taxes per $1,000 or per person as

follows:

Alphabetical - by State I - XIV
Income Based I - VII
Population Based VIII - XIV

High to Low Tax Effort - by State A - N
Income Based A -F, M
Population Based G - L, N

Per Capita Income
Income Based XV
Population Based 0
Specific tax types are found in the following charts in the Appendix:

Property I, VIII,

A, G

Sales I1, IX,

B, H
Individual Income I1I, X,
C, I(alpha)
Corporate Income v, XI,
D, J
Combined Income vV, XII,
E, K
Motor Vehicle VI, XIII,
F, L
Overall VII, XIV,
M, N

iii

EPB00074_10-23-2013




TAX BURDEN IN IDAHO AND THE UNITED STATES - FISCAL YEAR 2011

IDAHO TAX REVENUE SYSTEM - SUMMARY':

In terms of the amount of revenue collected in comparison to income and
population, Idaho tax collections tend to indicate low overall taxes,
with excellent balance between major tax components. When observed on a
regional basis, Idaho is in the somewhat unusual position of relying on
three major taxes (income, sales, and property), as opposed to the
systems hinged on only two taxes that are found in each of our border
states except Utah. On the basis of taxes paid per person, the breadth
of the Idaho system, produces the effect of being moderate to low in most
specific major tax types, while ranking our overall per capita tax burden
49" highest nationally and 11 highest (lowest) in the 11 western
states. Idaho has very low income (with a rank of 50™ nationally and
11*" out of the 11 western states), and this raises our tax burden
relative to income to 41°° nationally, but still 11*" in the western
states. This year’s tax burden rankings are slightly higher than the FY
2010 rankings, which were the lowest ever reported, since this analysis
series began in FY 1977. The current rankings are closer to those

indicated in the years leading up to

The Idaho tax system has tended over

the recent major recession.

the long run to rely relatively less
on motor vehicle taxes and income

on property tax, and relatively more
taxes in comparison to both regional and national practices. This year’s
pattern reflects a return to that environment, with property taxes
increasing more slowly than income and sales tax collections, both of
which are predicated on more elastic taxes that can rise (or fall) more
rapidly than property taxes. During the FY 2010 - FY 2011 period, no
major legislative changes affected property taxes in Idaho.

Similar overall patterns emerge using either income-based or
population-based comparisons; however, our tax burden appears lower when
computed on a per capita basis. This reflects our relatively very low
per capita income, which trails the national average by 19.9%.

A comparison of FY 2010 and FY 2011 Idaho tax burden shows the following
for our major taxes:

e Tdaho's individual income tax burden continued to decrease, going
from 14.1% over the U.S. average in FY 2008 to 2% over the U.S.
average in FY 2010 and just 0.9% over the U.S. average in FY 2011,
relative to total personal income. This remains the lowest relative
burden for this tax since FY 1987. For this tax, Idaho’s income
based ranking dropped from 19" highest in 2008 to 26" highest in
2011, the same as in 2009. Our population based ranking followed
the same pattern of significant decreases from 23" in FY 2007 to
32" in FY 2009 and FY 2010, and then a slight drop to 33™ in FY
2011.
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° Corporate income tax burden is highly volatile due mostly to
variations in corporate taxable income. On an income basis, the
relative burden in Idaho fell from 24.5% below the U.S. average in
FY 2009 to 43% below the U.S. average in FY 2010, before recovering
to 13.8% below the U.S. average in FY 2011. This rebound resulted
largely from a 73.1% increase in corporate income tax collections in
Idaho in comparison to only a 13.3% increase nationwide. The year
before, Idaho corporate income tax collections had dropped by 30.9%.

. Property tax burdens in Idaho continued to increase slightly in FY
2011. Nevertheless, relative to income, these taxes were 24.2%
below the U.S. average in FY 2011 and this remains historically low.
The 4.6% rate of increase in property tax collections in Idaho
exceeded the national 0.4% rate of increase.

° Idaho’s relative sales tax burden continued to decrease slightly in
FY 2011 and is now 3.2% below the U.S. average. This reflects a
slightly smaller increase in sales tax collections in Idaho than in
the nation as a whole.

. Idaho's relative motor vehicle tax burden (fuel taxes and licenses
and registration fees) decreased slightly from 46.3% over the U.S.
average in FY 2010 to 45.2% over the U.S. average in FY 2011,
remaining well above the national average in this category.
Comparisons between states are difficult for these taxes, because
some states require motor vehicles to pay personal property tax, in
which case the amounts would be included in the property tax
category. Idaho's motor vehicle registration fees are in lieu of
property tax and tend to inflate the apparent relative level of
Idaho motor vehicle taxes.

Overall state and local taxes in Idaho reversed the decreases noted in

recent years and increased 8.5% from FY 2010 to FY 2011. This exceeded
the national rate of increase of 5.4%. Despite the increase, except for

FY 2010 and FY 1981, Idaho’s taxes were the lowest as a percent of total
personal income since this analysis was undertaken in FY 1977.

Idaho's major taxes traditionally have been balanced. In FY 2011,
property taxes raised 29.0% of overall tax revenue, while income taxes
accounted for 28.4% (individual for 24.8% and corporate income tax for
3.6%), and sales tax accounted for 25.2% of our tax revenue. The
proportional share of property tax diminished between FY 2010 and FY 2011
because of the large upswing in the more elastic taxes, such as the
corporate income tax.
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Regionally, western states either do not have sales tax or tend to rely
more on this tax than most other areas of the country. For many years,
this study showed Idaho with the lowest relative sales tax among western
states using the tax. This pattern began to change in FY 2007, with
Colorado in the bottom position. In FY 2008 and FY 2009, California and
Colorado were the two western states with lower sales tax burden than
Idaho, relative to income. In FY 2010 and again in FY 2011, Idaho’s sales
tax burden again dropped with respect to these other western states and
we reclaimed the position of lowest in the 11 western states.

Table 1 summarizes changes in tax collections in Idaho and nationally
over the most recent two-year period. The large increase in corporate
income taxes appears more related to a one year significant dip in
corporate income tax collections than to an anomalously large increase in
FY 2011.

Table 1: Change in Total Tax Collections FY 2010 - FY 2011

Tax Type Idaho - FY 2010/2011 U.S. - FY 2010/2011
Percent Change Percent Change
Property 4.6% 0.4%
Sales 5.4% 5.8%
Individual Income 9.4% 9.4%
Corporate Income 73.1% 13.3%
Motor Vehicle 7.1% 6.7%
Overall 8.5% 5.4%
METHODOLOGY :

Tax burdens throughout the nation can be compared by determining tax
collections in proportion to the personal income in a given state and
comparing this to the hypothetical tax generated by applying the national
average tax rate to each state's income. In addition, a per capita tax
burden can be determined by applying the national average per capita
amount of any tax to each state's population. The result of these
calculations is known as a state's tax capacity or tax potential, since
the amount shown represents tax that would have been collected in each
state if the tax rates for that state equaled the national average rate.
This then tells us where each state stands in relation to the national
average in terms of tax revenue generating ability.

If a state's potential tax or tax capacity is greater than its actual
tax, that state is underutilizing its tax potential relative to the
average state. Similarly, a state is overutilizing its tax potential if
its actual tax collections exceed the potential determined from the
average tax rate. The degree of over or under utilization is known as
the tax effort, which is expressed as an index in relation to 100%, the
point at which no over or under utilization is indicated.
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Throughout this report, ranks are assigned with 1 equaling the highest
taxes (or income on the per capita income chart).
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NATTONAL CONDITIONS:

Total nationwide state and local taxes for fiscal year 2010 were $1,338.4

million, up 5.4% since FY 2010. This was the largest single year
increase since FY 2007. Total personal income increased 5.6% to
$12,981,741 million. The national average tax rate decreased from 10.33%

in FY 2010 to 10.31% of income in FY 2011.

In 2011, total U.S. population increased by 0.7% to 311,588,000. The
average overall per capita tax increased 4.7% to $4,295.54.

States that typically overutilize most or all taxes tend to be the ones
whose residents have high tax burdens, especially relative to income. In
FY 2011 the greatest overall tax overutilization was found in California
($12.4 billion) and New York ($43.3 billion), while the greatest amounts
of underutilization were $14.0 billion in Texas and $12.5 billion in
Florida. Patterns for California, New York, Texas, and Florida have
become ingrained over time.

The most significant overall tax burden changes in FY 2011 were in
Illinois and Indiana with tax burden rank in Illinois increasing from
30" in 2010 to 17" in 2011, while the rank in Indiana decreased from 16"
in 2010 to 26™ in 2011. Per capita rank changes were not as pronounced.

Property tax rank changes were most pronounced in Indiana (-11) and
Nevada (-10).

There were no significant sales tax rank changes.

The most significant individual income tax rank change was a decrease
from 10™ in 2010 to 30" in 2011 in Hawaii. This followed a 13 rank
increase in that state from 2009 to 2010. There was a significant
increase in Delaware (+12).

Once again, corporate income taxes were the most volatile, with many
double digit rank changes. Ranks were down significantly in Kansas (-
13), Louisiana (-13) and North Carolina (-14). Of these, North
Carolina’s rank had increased by 16 from 2009 to 2010. Illinois (+22),
Idaho (+13), and New Mexico (+13) had the largest rank increases.

Large rank changes in motor vehicle and motor fuel taxes occurred in
several states. Utah dropped 25 ranks from 5™ in 2010 to 30" in 2011.
Wyoming and California increased 22 and 16 ranks respectively.

It is important to place the most emphasis on long-term trends, since
often, when state rankings swing back and forth from year to year, this
is an indication of data continuity problems, reporting errors, and
short-term economic or tax policy changes, rather than long-term changes
in taxation patterns or policies.
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DISTORTING FACTORS:

Fach year states have one-time or atypical collections or refunds, which
may be large enough to affect individual state rankings or even to
distort national averages used to compute each state's tax burden. For
this reason, long-term patterns of taxation should be ascertained by
comparing states over several years. In addition, substitution of one
tax for another may make the imposed tax appear higher. This effect is
most apparent in states that have not enacted sales or income taxes.
However, substitution of higher vehicle registration fees for personal
property taxes on vehicles can alter apparent relative tax burdens (see:
Idaho Revenue System - Summary) .

For longitudinal analysis, all of the tax information presented in this
study has been analyzed under the same methodology since the fiscal year
1984 study was prepared. Prior to that time, corporate and individual
income taxes were combined, but identical utilization methodology has
been employed back to fiscal year 1980. Reports beginning in 1980 are
available from the Idaho State Tax Commission.

SUMMARY OF IDAHO'S TAX BURDEN:

Prior to 2002, the long-term pattern in Idaho had been a relative overall
tax burden slightly above the U.S. average using income based analysis
and significantly below the U.S. average on a per capita basis. Since
that time, as shown in the following chart, total relative tax burdens in
Idaho have dipped well below the U.S. average when compared to income.
The all-time low (since fiscal year 1977) was reached in FY 2010,
followed by slight recovery in FY 2011.

Idaho’s overall tax
burden per dollar of
income increased
slightly, but remains
well below the national
average.

With the slight recovery in FY 2011 our income based relative ranking
increased from 46" in FY 2010 to 41°° in FY 2011. Idaho’s per capita
ranking increased from 51°° to 49" and we remain significantly below the
U.S. average using this measure.
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In FY 2011, Idaho underutilized all taxes by $734.5 million using income
as a basis for comparison. This was the 2"% greatest comparative
underutilization since this report series began in fiscal year 1977, only
exceeded by FY 2010.

The overall tax burden in Idaho in FY 2011 increased 1.7%, to $89.20 per

$1,000 of income. Overall taxes increased 8.5% during this period and
total personal income increased 6.7% over the same period. Our per

capita taxes increased 7.7%, to $2,974.86 for each person. National
average taxes in FY 2011 were $103.10 per $1,000 of income (0.1% lower
than in FY 2010) or $4,295.54 for each person. Table 2 shows our tax
effort and corresponding rank on a national level. An effort of 100%
would indicate taxes equal to the U.S. average effective tax rate for a
particular tax or overall.
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Table 2: FY 2011 Idaho taxes in comparison to U.S. averages

Based on Income Based on Population
Type of Tax Tax Effort $ | Rank¥* Tax Effort % | Rank*
Property 75.8 38 60.7 41
Sales 96.8 27 77.5 38
Individual Income 100.9 26 80.7 33
Corporate Income 86.2 24 69.0 29
Motor Vehicle 145.2 6 116.3 15
Overall 86.5 41 69.3 49

*Note: Lower ranks equal higher taxes, with 1 being the highest.

Between FY 2010 and FY 2011, per capita income in Idaho increased 3.9%,
while the national average per capita income increased 5.7%. Idaho per
capita income remains low, increasing to 19.9% below the U.S. average.
Ranking systems which compare taxes to income will show higher
comparative taxes in Idaho than systems which are based on population.

Table 3 compares Idaho's tax and income ranks for the most recent five
analysis periods and shows how many states utilize each tax (the District
of Columbia is considered a "state" for the purposes of this chart and
all rankings in this report).

Table 3: Relative income and tax ranks for Idaho since FY 2007

Income Basis for Rank Population Basis for Rank
Type of Number | FY FY FY FY FY FY FY FY FY FY
Tax of 2007 | 2008 | 2009 | 2010 | 2011 | 2007 | 2008 | 2009 | 2010 | 2011

States

Property 51 41 41 39 38 38 42 42 41 41 41
Sales 47 21 19 24 277 27 29 29 34 37 38
Individual |, 18 |19 |26 |25 |26 |23 |26 |32 |32 |33
Income
Corporate | ,q 32 |27 |26 |37 |24 |35 |33 |33 |40 |29
Income
Motor
Vehicle 51 6 8 8 6 6 13 13 19 18 15
Overall 51 42 39 43 46 41 46 46 48 51 49
Per Capita| o) 44 45 45 50 50 |xx | xxX |xx | xx |xx
Income
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Graphically, Idaho's income based tax burden can be viewed as follows:

FY 2011 Taxes
Idaho vs. U.S.

Type of Tax

Rank 38 - Property — -24.2%
Rank 27 - Sales -
Rank 26 — Ind. Income —
Rank 24 — Corp. Income—

Rank 6 - Motor Fuels — 45.2%

Rank 41 - Overall - _13.59

T T
-50%  -40% -30% -20% -10% 0%  10% 20% 30% 40% S50% 60%

Rank of 1 = highest tax

Based on Taxes per S ofincome 1 €1'C€Nt Difference from U.S. Average

On a per capita (population) basis, our tax burden can be viewed using
the following chart:

FY 2011 Taxes
Idaho vs. U.S.

Rank 41 - Property — 3039

Rank 38 - Sales —
Rank 33 — Ind. Income —
Rank 29 — Corp. Income — -

Rank 15 - Motor Fuels — 3%

Rank 49 - Overall — -30.7%

T T 1 T
-70% -60% -50% -40% -30% -20% -10% 0% 10% 20%

Rank of 1 =highest tax

Based on Taxes per person Percent Difference from U.S. Average
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On a regional basis, Idaho can be effectively compared to states within
the 11 western states area. A comparison with only our immediate
neighboring states indicates the following:

The charts found on the next four pages indicate the results of income
and population based comparisons both regionally and nationally. The
first two charts show only ranks, while the final two indicate effective
tax rates or amounts.
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Income-Based Comparisons - FY 2011 (1= highest effective rate)

Type of Tax | Idaho’s Rank Western States Western States | Western
Among 11 Having Lower with Higher States Not
Western States Taxes Taxes Using Tax
(National Rank) National Rank: National Rank:
Property 10 (38) New Mexico 47 | Arizona 26
Tax California | 24
Colorado 17
Montana 18
Nevada 31
Oregon 20
Utah 36
Washington 32
Wyoming 7
Sales Tax 9 (27) Arizona 7 | Montana
California |22 | Oregon
Colorado 26
Nevada 10
New Mexico 4
Utah 19
Washington 1
Wyoming 3
Individual 5 (26) Arizona 42 | California 9 | Nevada
Income Tax Colorado 32 | Montana 25 | Washington
New Mexico 38 | Oregon 2 | Wyoming
Utah 19
Corporate 4 (24) Arizona 33 | California 6 | Nevada
Income Tax Colorado 41 | Montana 22 | Washington
New Mexico 26 | Oregon 21 | Wyoming
Utah 30
Motor 2 ( 6) Arizona 39 | Montana 1
Vehicle Tax California 277
Colorado 35
New Mexico 28
Oregon 7
Nevada 31
Utah 30
Washington 21
Wyoming 17
All State & 11 (46) Colorado 32 | Arizona 42
Local Taxes Oregon 35 | California |15
Montana 36
Nevada 22
New Mexico | 33
Utah 37
Wyoming 4
Washington | 38
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Population-Based Comparisons - FY 2011

Type of Idaho’s Rank Western States Western States Western
Tax Among 11 Having Lower with Higher Taxes | States
Western States Taxes National Rank Not Using
(National Rank) | National Rank Tax
Property 10 (41) New Mexico | 48 Arizona 32
Tax California 20
Colorado 14
Montana 25
Nevada 31
Oregon 26
Utah 39
Washington 28
Wyoming 7
Sales Tax 9 (38) Arizona 10 | Montana
California 16 | Oregon
Colorado 19
Nevada 13
New Mexico 6
Utah 29
Washington 1
Wyoming 2
Individual 0 (33) Arizona 42 California 9 | Nevada
Income Tax New Mexico | 39 Colorado 25 | Washington
Montana 29 | Wyoming
Oregon 6
Utah 28
Corporate 5 (29) Arizona 34 California 7 | Nevada
Income Tax Colorado 38 | Montana 24 | Washington
Utah 33 | New Mexico 27 | Wyoming
Oregon 21
Motor 5 (15) Arizona 48 Montana 2
Vehicle California |17 Oregon 7
Tax Colorado 26 | Washington 13
Nevada 31 Wyoming 6
New Mexico | 36
Utah 40
All State 11 (49) Arizona 40
& Local California 12
Taxes Colorado 20
Montana 37
Nevada 29
New Mexico 36
Oregon 31
Utah 44
Washington 22
Wyoming 5

11
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Effective Tax Rate as Percent of 2011 Total Personal Income

Tax Idah 11 Western Nationwide
Category ano High Median Low High Median Low
Property Tax 2.59% 4.58% 3.06% 1.90% 5.50% 3.06% 1.56%
WY AZ NM NH A7 AL
Sales Tax 2.25% 4.27% 2.56% 0% 4.27% 2.32% 0%
WA UuT MT WA CO DE
OR MT
NH
OR
Individual 2.21% |3.74% 2.01% 0% 4.53% 2.21% 3
Income Tax
OR CcO NV NY ID FL
WA NV
WY SD
TX
WA
WY
AK
Corporate 0.32 0.57% 0.26% 0% 2.19% 0.32% 0%
Income Tax
CA uT NV AK NM NV
WA TX
WY WA
wY
*Motor o) o) o) o) o) o)
Vehicle Tax 0.72 0.97% 0.53% 0.43% 0.97% 0.54% 0.12%
MT CA A7 MT PA DC
Total State & | g 950 113,675 |9.61% 8.92% |22.16% [9.99% |7.88%
Local Taxes
WY OR ID AK IN SD

*Includes motor fuels.
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Idaho’s Fiscal Year 2011 Total Per Capita Taxes

(%)

Tax Idaho 1l Western Nationwide
Category High Median Low High Median Low
Property Tax | $ 864 |$2,169 |S$1,271 $ 657 $2,888 $1,307 $ 539
WY WA NM NJ OR AL
Sales Tax S 750 $1,893 $1,064 $ 0 $ 1,893 S 907 S 0
WA CA MT WA CT DE
OR MT
NH
OR
Individual =1 ¢ 535 |57 420 |5 738 $ 0 s 2,283 s 887 s 0
Income Tax
OR ID NV NY VT FL
WA NV
WY SD
TX
WA
WY
AK
Corporate
Income Tax $ 107 |$ 255 S 88 S 0 S 996 $ 113 $ 0
CA uT NV AK NC NV
WA TX
WY WA
wY
*Motor
Vehicle Tax S 240 S 354 S 235 $ 155 S 385 S 214 S 88
MT CA Az ND CO DC
Total State
& Local $2,975|S$ 6,474 | $ 3,648 S 2,975 $10,074 S 3,967 S 2,889
Taxes
WY OR ID AK VA AL

*Includes motor fuels.
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