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Sales & Use Tax and Service 
Provider Tax



Sales  and Use Tax History and Forecast
$million

• FY24 revenue through January is $2.73 million over budget
• Slower growth brings the forecast down in FY27

Fiscal Year
Actual and 

Recommended 
Forecast

Annual Growth
Revision to 

current forecast 
($)

Revision to 
current forecast 

(%)
2019 $1,503.77 5.64%
2020 $1,555.71 3.45%
2021 $1,804.23 15.83%
2022 $2,078.88 14.72%
2023 $2,173.05 4.22%
2024 $2,252.16 3.46% $4.74 0.21%
2025 $2,286.01 1.30% $5.75 0.25%
2026 $2,322.43 1.41% $1.91 0.08%
2027 $2,364.50 1.65% -$8.71 -0.37%



Forecast of Revenue and Consumer Spending

• New CEFC forecast features lower consumer spending throughout the forecast period
• Proposed revenue forecast features minor adjustments 
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PCE Composition – Moody’s baseline forecast

• New PCE forecast features a slower shift from goods to services
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CEFC forecast—Real consumer spending by calendar year

• Lower inflation in the new CEFC forecast implies smaller reductions in real spending

92

94

96

98

100

102

104

106

108

2021 2022 2023 2024 2025 2026 2027

In
de

x (
20

22
 le

ve
l =

 1
00

)

Calendar year

February 2024 forecast November 2023 forecast



Sales & Use Tax Revenue by Fiscal Year

• 7.5% average annual growth in nominal revenue FY 2015 – 2023
• 2.0% average annual growth in nominal revenue FY 2023 – 2027
• 2.6% average inflation in FY2023 – 2027
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Source of Forecast Adjustments
$million 

(%)

Fiscal Year 2024 2025 2026 2027

Non-auto 5.5% Sales $5.0 $3.7 $2.7 -$2.0
(0.4%) (0.3%) (0.2%) (-0.1%)

Auto Sales 5.5% -$0.2 $1.9 $3.1 $1.6
(-0.1%) (0.6%) (1.0%) (0.5%)

Lodging 9% $0.7 $0.3 -$1.4 -$3.3
(0.4%) (0.2%) (-0.8%) (-1.8%)

Prepared Food 8% $0.5 $1.5 -$0.8 -$3.4
(0.1%) (0.4%) (-0.2%) (-0.9%)

Short-term auto rental 10% $0.2 $0.3 $0.3 $0.2
(1.0%) (1.9%) (1.6%) (1.2%)

Adult use cannabis 10% -$1.4 -$2.1 -$2.0 -$1.8
(-5.8%) (-7.0%) (-5.9%) (-4.6%)



Service Provider Tax History and Forecast
$million

• FY24 revenue through January is $51,691 under budget, but is projected 
to finish the fiscal year up $123,989 

• After FY25, faster projected decline leads to negative revisions

Fiscal Year
Actual and 

Recommended 
Forecast

Annual Growth
Revision to 

current forecast 
($)

Revision to 
current forecast 

(%)
2019 $59.01 -0.99%
2020 $58.01 -1.70%
2021 $51.35 -11.48%
2022 $51.56 0.41%
2023 $51.46 -0.19%
2024 $49.23 -4.33% $0.12 0.25%
2025 $46.77 -5.01% -$0.62 -1.31%
2026 $45.26 -3.23% -$0.69 -1.50%
2027 $43.77 -3.27% -$0.74 -1.67%



Individual Income Tax



Individual Income Tax
Fiscal Year

Actual and 
Recommended 

Forecast
Annual 
Growth

Revision to 
current 

forecast ($)

Revision to 
current 

forecast (%)

2019 $1,701.0 6.6%
2020 $1,836.0 7.9%
2021 $2,069.7 12.7%
2022 $2,580.7 24.7%
2023 $2,473.5 -4.2%
2024 $2,442.1 -1.3% $6.0 0.2%
2025 $2,454.5 0.5% -$22.0 -0.9%
2026 $2,547.5 3.8% -$27.0 -1.0%
2027 $2,687.3 5.5% -$33.0 -1.2%

Individual Income Tax History and Forecast
$million



Individual Income Tax Main Points
• Income forecast revisions go in both directions and largely offset, especially in the 

short run
• The wage forecast reduces the annual tax liability forecast by approximately $35 million in tax 

years 2023 – 2025 and slightly more afterwards.
• The upward revision to the capital gains forecast is largest in tax year 2023 and declines over 

the forecast period. 
• The upward revision to the business income forecast, motivated by the CEFC nonfarm 

proprietors’ income forecast, applies throughout the forecast period.
• 2023 tax liability growth is about 1 percentage point higher than the prior forecast; tax year  

2024 – 2026 growth rates are within .5 percentage points of prior forecast. 

• However, we likely overestimated tax year 2022 tax liability in the last forecast 
and this correction results in downward revisions to future tax years.

• Withholding growth has been slowing: December – January is up 3% YoY and 
February YoY growth will likely be lower.



New CEFC Forecast: Key Changes
Calendar Years 2023 2024 2025 2026 2027
Wage and Salary Income (Annual Percentage Change)

CEFC Forecast 11/2023 7.5% 5.0% 4.0% 4.3% 4.3%
CEFC Forecast 2/2024 6.1% 5.0% 4.0% 4.0% 4.0%

Nonfarm Proprietors’ Income (Annual Percentage Change)
CEFC Forecast 11/2023 3.8% 3.0% 3.0% 3.0% 4.0%
CEFC Forecast 2/2024 6.6% 5.0% 3.0% 3.0% 3.0%

CPI (Annual Percentage Change)
CEFC Forecast 11/2023 4.1% 3.2% 2.7% 2.7% 2.7%
CEFC Forecast 2/2024 4.1% 2.7% 2.4% 2.3% 2.2%



Full-year Resident Tax Liability: Impact of New 
Income and Cost of Living Adjustment Forecasts
($million)

Tax Year Wages
Capital 
Gains

Business 
Income COLAs

2023 -$32.7 $28.7 $10.6 $0.0
2024 -$34.5 $17.4 $19.3 $0.0
2025 -$35.9 $15.5 $20.1 $2.2
2026 -$46.0 $8.6 $21.0 $8.9
2027 -$56.7 $4.3 $17.4 $10.7

1) Each column equals the new forecast of tax liability minus forecasted liability under all new 
assumptions except the COLA or wages.

2) The COLA forecast is based on the calendar year CPI forecast from the CEFC plus assumptions 
concerning quarterly inflation and the relationship between chained and regular CPI growth.  
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Individual Income Revenue
• 2022 individual income tax liability is lower than expected based on revenues.

• In the prior forecast we assumed that excess missing/suspended explained a 
large share of the discrepancy between revenue and 2022 tax liability and that an 
unusually large amount of 2022 tax liability would post after November 2023.

• In the current forecast we recognize the importance of two additional factors:
• Timing of some tax year 2021 and 2022 revenues differed from prior years 
• Some TY 2021 payments with extension received in calendar year 2022 were classified as estimated 

payments. 

• 2022 tax liability in the new forecast is approximately 2% lower than the prior 
forecast.



Withholding YoY Growth, Three-Month 
Moving Average
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The figure excludes approximately $50 million of one-time withholding revenue received in the first half of CY 2023. 



Payment Deadline Change
• The April final and estimated payment deadline has been extended to 

June 17th for taxpayers located in 10 counties that are designated 
disaster areas.

• We assume that the deadline extension causes a within fiscal year shift in 
state revenue but there is a risk that some payments or refunds will shift from 
FY 2024 to FY 2025.

• Creates uncertainty in monthly distribution of non-withheld revenues.



Corporate Income Tax



• Assumed increase in TY22 liability of 34%, recognition of impact of conformity to federal amortization of R&D 
expenses, and more optimistic corporate pre-tax profits forecast over the forecast period.

• Both forecasts include impact of DIRIGO business incentive enacted in biennial budget and other previously enacted 
business incentives that will first be claimed starting in tax year 2023 (e.g., LIHC).

• FY24 includes unusually large corporate audits received through February.



Other Taxes and Wrap Up



Estate Tax

• Weaker growth in Household Net Worth in CY22 & CY23, revenue performance through February, and a slightly lower exemption 
amount in CY25-27 because of the lower inflation forecast account for the decrease in the revenue forecast after FY24.

                      Actual December 1, 2023 Forecast March 1, 2024 Forecast

Calendar 
Year

Exemption 
Amount Liability /1  /2

Fiscal Year 
Receipts /3

Exemption 
Amount

Forecasted 
Increase in 

HH Net Worth
Forecasted 

Liability

Forecasted 
Fiscal Year 

Receipts
Exemption 

Amount

Forecasted 
Increase in 

HH Net Worth
Forecasted 

Liability

Forecasted 
Fiscal Year 

Receipts Difference
2018 5,600,000$   22,055,650$        13,801,409$    
2019 5,700,000$   14,143,679$        15,851,350$    
2020 5,800,000$   44,293,194$        21,079,344$    
2021 5,870,000$   63,069,955$        40,399,594$    
2022 6,010,000$   9,995,000$         34,183,165$    -3.0% 28,552,259$ -4.5% 26,428,613$ 
2023 6,410,000$   313,000$            30,117,577$    6.2% 30,360,543$ 5.0% 27,494,830$ 
2024 6,800,000$   7,380,981$      6,800,000$  1.8% 29,936,459$ 23,600,000$ 6,800,000$ 2.5% 27,419,284$ 18,840,000$ (4,760,000)$ 
2025  7,020,000$  2.0% 30,276,431$ 30,050,000$ 7,020,000$ 2.2% 27,817,527$ 27,440,000$ (2,610,000)$ 
2026 7,210,000$  3.1% 31,383,454$ 30,200,000$ 7,210,000$ 2.9% 28,728,750$ 27,720,000$ (2,480,000)$ 
2027 7,400,000$  3.5% 30,275,000$ 7,400,000$ 3.3% 27,820,000$ (2,455,000)$ 

1/ Subject to change because of amended returns
2/ Through February 5, 2024
3/ Includes actual receipts through January 31, 2024



Cigarette, Tobacco, and Cannabis Excise Taxes
$million

Fiscal Year

Actual and 
Recommended 

Forecast
Annual 
Growth

Revision to 
current 

forecast ($)

Revision to 
current 

forecast (%)

2019 $126.0 -5.2%
2020 $137.3 9.0%
2021 $147.2 7.2%
2022 $148.5 0.9%
2023 $149.9 0.9%
2024 $152.8 1.9% -$0.57 -0.4%
2025 $155.6 1.9% $2.35 1.5%
2026 $157.1 0.9% $1.87 1.2%
2027 $158.4 0.9% $1.26 0.8%



Source of Forecast Adjustments
$million 

(%)

• Increase in cannabis excise tax forecast in each year
• Slightly faster long-run decline in cigarette tax relative to December 

forecast
• Slightly slower but more steady growth in tobacco products tax

2024 2025 2026 2027

Adult use cannabis excise tax $1.60 $2.43 $2.70 $2.84
10.85% 14.03% 13.83% 13.10%

Cigarette tax -$2.52 $0.05 -$0.54 -$1.11
(-2.33%) (0.05%) (-0.53%) (-1.10%)

Tobacco products tax $0.35 -$0.13 -$0.29 -$0.47
(1.15%) (-0.40%) (-0.85%) (-1.33%)



Gas Tax
$million

Fiscal Year

Actual and 
Recommended 

Forecast
Annual 
Growth

Revision to 
current 

forecast ($)

Revision to 
current 

forecast (%)

2019 $205.9 -0.2%
2020 $194.2 -5.7%
2021 $183.4 -5.6%
2022 $195.5 6.6%
2023 $196.0 0.2%
2024 $195.3 -0.4% $1.80 0.9%
2025 $192.3 -1.6% $1.34 0.7%
2026 $190.9 -0.7% $1.92 1.0%
2027 $189.5 -0.7% $2.58 1.4%

• Still forecasting a decline as average fuel economy increases, but a slower 
decline than the December forecast.



Special Fuel Tax
$million

Fiscal Year

Actual and 
Recommended 

Forecast
Annual 
Growth

Revision to 
current 

forecast ($)

Revision to 
current 

forecast (%)

2019 $49.6 14.9%
2020 $47.4 -4.4%
2021 $47.9 0.9%
2022 $50.2 4.9%
2023 $49.3 -1.7%
2024 $47.9 -2.9% -$1.32 -2.7%
2025 $49.5 3.5% -$0.23 -0.5%
2026 $49.9 0.7% -$0.14 -0.3%
2027 $50.1 0.5% -$0.17 -0.3%

• 2023Q4 finished under budget & trucking industry reports predict low 
activity through 2024Q2, causing $1.3M downward revision in FY2024.

• Minor negative revisions in the remaining years.



Minor recommended adjustments to
• Real estate tax transfer tax
• Business equipment tax reimbursement (BETR)



Annual Growth Relative to FY 2019

Fiscal Year Total Revenue Nominal Real

Cumulative 
Nominal 
Growth

Cumulative 
Real Growth

Average 
Annual Real 

Growth
2019 $3,516.7
2020 $3,659.2 4.1% 2.5% 4.1% 2.5% 2.5%
2021 $4,209.8 15.0% 12.5% 19.7% 15.2% 7.3%
2022 $5,126.9 21.8% 13.6% 45.8% 30.9% 9.4%
2023 $5,149.2 0.4% -5.5% 46.4% 23.7% 5.5%
2024 $5,179.7 0.6% -2.5% 47.3% 20.7% 3.8%
2025 $5,215.3 0.7% -1.8% 48.3% 18.5% 2.9%
2026 $5,331.1 2.2% -0.1% 51.6% 18.5% 2.4%
2027 $5,527.5 3.7% 1.4% 57.2% 20.1% 2.3%

Revenue from Sales, Service Provider, Individual Income, and Corporate 
Income Tax Relative to Fiscal Year 2019



Sales + SPT + IIT + CIT Revenue
• Real revenue is at least 18.5% above FY 2019 revenue and real average annual growth 

relative to FY 2019 is above 2% in all forecast years
• Slow annual growth forecast largely attributable to two factors

• Individual income tax cuts: Tax Year 2019  Tax Year 2024
• Refundable credits

• PTFC: $27 million  $107 million
• EITC: $9.5 million  $50 million
• SLRTC/EOTC: $30 million  $86 million
• Refundable dependent credit in excess of tax liability: $0  $20 million

• Pension deduction: $32 million revenue loss  $126 million revenue loss
• Transitory factors that contributed to strong revenue performance and return to normal 

• Sales tax: goods share of total consumption declines over forecast
• Capital gains: FY Resident Liability estimated $146 million (2019), $350 million (2021), $226 million (2024)
• Income tax inflation adjustments: In tax years 2021 and 2022 inflation exceeded COLA growth; the reverse is 

true in tax years 2023 and 2024 (COLAs lag inflation) 
CPI CY ME COLA for TY

2021 4.7% 1.1%
2022 8.0% 2.4%
2023 4.1% 6.6%
2024 2.7% 6.2%


