2017 State Government Tax Collections Methodology

The U.S. Census Bureau sponsors and conducts this census of state governments as authorized
by Title 13, United States Code, Section 161.

The 2017 Annual Survey of State Government Tax Collections (STC) providesa summary of
taxes collected by state for up to 25 tax categories. These tables and data files presentthe
details on tax collections by type of tax imposed and collected by state governments.

Population of Interest

The data cover the 50 state governments only. No local government data are included and
should not be interpreted as state-area data (state government plus local government tax
collections combined).

The state government tax data presented by the U.S. Census Bureau may differfromdata
published by state governments because the Census Bureau may be usinga different definition

of which organizations are covered underthe term, “state government”.

For the purpose of State Government Tax Collections statistics, the term “state government”
refersnot only to the executive, legislative, and judicial branches of a given state, but italso
includes agencies, institutions, commissions, and publicauthorities that operate separately or
somewhat autonomously from the central state government but where the state government
maintains administrative or fiscal control over their activities as defined by the Census Bureau.

For further information on the definition and organization of governments, see Chapter 1 of the
Government Finance and Employment Classification Manual and the 2012 Census of
Governments.

Content of the Survey

Statistics on the State Government Tax Collections Survey include measurement of tax by
category: Property Tax, Sales and Gross Receipts Taxes, License Taxes, Income Taxes, and Other
Taxes. Each tax category is broken down into sub-categories (e.g., motor fuel sales tax,
alcoholicbeverage sales tax, motor vehicle license fees, alcoholicbeverage license fees, and so

on). There are currently 25 differenttax codes in which state tax revenue may fall.
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In this survey, "taxes" are defined as all compulsory contributions exacted by a governmentfor
publicpurposes, exceptemployerand employee assessments for retirementand social
insurance purposes, which are classified asinsurance trust revenue. Outside the scope of this
collection are data on the unemployment compensation "taxes" imposed by each of the state
governments. However, all receiptsfrom licenses and compulsory fees, including those that are

imposed for regulatory purposes, as well as those designated to provide revenue are included.

Tax revenue also includes related penalty and interest receipts of a government, but excludes
protested amounts and refunds. The deduction from gross collections of amounts refundedis
particularly significant with respect to motor fuel sales taxes (gasoline taxes) and individual
income taxes. The cost of collectingand administeringtaxes, however, isreported as an

expenditure inthe Annual Survey of State Government Finances.

For classification decisionsinvolving the assignment of taxes, the Census Bureau typically
examinesthree factors — imposition, collection, and retention (ordistribution) of tax proceeds.
The general rule is that tax collection amounts are assigned to the government controllingtwo
of the three factors. In determining the assignment of taxes, the Census Bureau gives primary
consideration to the governmentactually imposing the tax and usually credits that government
with the tax collection. The governmentimposinga tax is the jurisdiction whose governingbody
adopts the legislation orordinance specifyingthe type of tax, scope, and rate and requiringits
payment. Generally, if another government collects a tax for the levyingunit, then that
governmentis consideredto be acting as a collectingagent and is credited only with any
amount it retains as reimbursement foradministration or other costs. These guidelines apply to
all taxes, whetherlevied undergeneral municipal powers, charter powers, or specificstate
legislative authority.

The following are examples of tax classification assignment decisions:

* Alocally-imposed and collected tax whose ordinance or statutory authorization specifiesa
distribution of funds to other jurisdictions (either mandatory or optional) is credited to the
imposing government. In such cases, paymentsto the otherunits are treated as
intergovernmental transfers.

* Taxes adopted by a governmentin response to requests from other jurisdictions who may
then share inthe proceeds alsoare credited to the imposing government, the distribution
beingtreated as intergovernmental transfers.

e Astate-mandatedtax requiredto be levied by a local governmentand collected by that
governmentis credited to the local governmentimposingthe tax.

* That portion of a state-enacted tax whichis locally collected and retainedis credited as a
tax of the collectingagency. This is true evenif there isa voluntary sharing of the tax
collections, and these transactions are classified as intergovernmental transfers. State or
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local governmentlegislation which provides that the imposing government waive credit for
part or all of the amounts transferred to other jurisdictions does not alter these guidelines.
e Astate tax collected locally, and redistributed in accordance with state statute or
administrative directive, is the most complex of taxesto assign. In recent years, several
states have usedtheirauthority to redistribute orredirect property taxes designated for
educational purposes. If the state imposes the tax, such as establishingabase millage for a
property tax dedicated to publicschools, AND there is a mandatory redistributionto other
local governments of the taxes collected based on a state-controlled formula, the Census
Bureau assigns the tax to the state government. In thisexample, the state controls two of
the three factors used by the Census Bureau to determine tax assignment— imposition and
distribution. The local collection of the tax is merely an agency transaction.

The examples below illustrate the various types of arrangements and how they are handledin
this classification scheme:

e For a state government, local collection of state-imposed taxesis classified as state tax
revenue.

* State governmentdistribution of its tax proceeds to local governments (e.g., ona formula
basis) is treated as intergovernmental expenditure of the state and as intergovernmental
revenue of the local governments. This istrue even for amounts designated as the “local
share” of state-imposed taxesso longas the tax proceeds are collected by the state or
transferred to the state by local government collection agents before theirdistribution.

e If the state collects a tax imposed by local governments, the collection and distribution to
the imposinglocal governmentsis treated as an agency transaction; that is, the receipts are
reported entirely as tax revenue of the local governmentsand not as eithera state tax or
state intergovernmental expenditure. These situations occur where a local government
might impose a “piggyback” tax (always with state approval) onto a state tax of same type.
Common examples are local option sales taxesand local option income taxes.

* Proceedsfrom taxes imposed by one local governmentbut collected for it by another are
reported as tax revenue of the imposing government, not the collectingone. Monies
retained as a collection fee, however, are reported as tax revenue of the collecting

government.

Beginningin 2013, the ranking table was discontinued. From 2006 through 2012, the ranking
table shows states ranked by total taxes. Prior to 2006, the rankingtable also showed states
ranked by per capita amount. The ranking tables should be interpreted with caution; analysis
based on rankings or per capita statistics can be misleadingand misinterpreted because of
subtle yet important differencesin state government organization and economicstructure. For
example, usingtotal taxes or percapita taxesas a measure of tax burden on the citizens of that
state can be misleading because different states use different approaches to taxation,



comparing only the total taxes collected by each state is not enough to understand the
economic impact of those states’ taxes— one must also understand how those taxesare
collected. Comparingtaxes across states can be difficult. The Census Bureau’s statistics on tax
revenue reflecttaxes a state collects from activity within the state, not necessarily fromits
people within a state. Alaska, for instance, does not have general salestaxes or individual
income taxes, but it does collect severance taxesfrom companiesthat extract oil and natural
gas. Like Alaska, Floridadoes not collectindividual income taxes, instead Floridarelies heavily
on a general sales tax, which, because of itstourist industry, is partially supported by visitors
from outside Florida. In that sense, both Alaska and Florida collect “exported taxes” — taxes
from people or organizations that may reside outside of theirstate.

The general nature of the several major kinds of taxes shown separatelyin thisreport is
suggested by theirheadings. More detailed definitions are contained in the 2006 Government

Finance and Employment Classification Manual.

The statistics reflect state government fiscal years that end on June 30, except for four states
with other ending dates: Alabama and Michigan (September30), New York (March 31), and
Texas (August 31).

For further information on what is measured and how data are classified please consult Chapter
4 of the Government Finance and Employment Classification Manual.

Data Collection

Data collected for the Annual Survey of State Government Tax Collections are public record and
are not confidential, as authorized by Title 13, United States Code, Section 9. Data in these files
are based on information obtained from the 2016 Annual Survey of State Government Tax

Collections.

Most of the data in this report were gathered by a data request of appropriate state
government offices that are directly involved with state-administered taxes. There are
approximately one hundred offices that are canvassed to collect data from all fifty states.

Follow-up proceduresinclude the use of mail, telephone and e-mail until data are received.

The following are important dates in the data collection process:

December2017 Initial mail-outrequesting source materials
February 2018 Non-response follow-up
March 2018 Completion of data compilation and editing
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Data Processing Editing

The editing process tries to ensure the accuracy, completeness, and consistency of survey data.
Efforts are made at all phases of collection, processing, and tabulation to minimize reporting,
keying, and processingerrors.

Data are processed from several collection methodsincludingdirect response to survey forms
from state government officials, as well as from the compilation of administrative records and
supplemental sources. Regardless of the collection method, data are edited usingratio edits of
the current year’s value to the prior year’s value.

There may be times when state records do not include full tax revenue detail or reporting units
do not respond and supplemental data sources are required. In such instances, supplemental
data sources from external financial reports or the Census Bureau’s Annual Survey of State

Government Finances and Quarterly Summary of State and Local Government Tax Revenue
(Table 3) are required to complete the data set. Supplemental records are merged with data
from the state governments. Although every effortis made to obtain financial information from

all state government entities, financial statements may not be available at the time the Census
Bureau closes the processing, or governmental entities may not respond to our requests. As a

resultthe data are subjectto revisions eachyear, under conditions of improved information.

Classification of administrative records

The fifty state governments provide the Census Bureau with administrative records from their
central accounting system. These administrative records are unique to each state as each state
is legally organized differently from every other state and, as such, each state has a unique
organizational and accounting structure. It is the responsibility of the Census Bureau to classify
the differentaccounting and organizational structures into uniform tax categories so that
entities with different methods of governmentaccounting can be presented ona comparable
basis. The records representthe core, or central, state governmentand are limited to tax
revenue. Data on state government tax revenues are compiled from state administrative
records by Census Bureau employees, accordingto the Census Bureau’s classification

methodology as outlined in the Government Finance and Employment Classification Manual.

Imputation

Not all respondentsanswer everyitemon the survey. Additionally, sources determined to be
equivalent-quality-to-reported data may not be available. Imputationis the process of fillingin
missing or invalid data withreasonable valuesin order to have a complete data set for
analytical purposes.
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Tabulation

Afterthe data were edited and imputed, the 2016 State Government Tax Collections data were
aggregated to yield the downloadable files that are available onthe website.

To view the most common aggregate tax categoriesthat are used inthe tablesand special
tabulations, see the Government Finance and Employment Classification Manual section
entitled Methodology for Summary Tabulations.

Revisions

The Annual Survey of State Government Tax Collectionsreleased data for fiscal year 2017 in
March 2018. The release also includesrevisions to Fiscal Years 2016 and 2015.

Giventhe nested nature of the State Tax Collections data withinthe Annual Survey of State
Government Finances and the Annual Survey of State & Local Government Finances, users
should also note that the tax data presented here are the most current revised data for the
State Government Tax Collections Survey. The State Government Finance Survey data are
initially released approximately 8months following the initial release of State Government Tax
Collections data. Any revisions made to the tax component will be made with that release.

Sampling Error

These data are not subjectto samplingerror because this is a complete enumeration of all 50
state governments.

Nonsampling Errors

Despite efforts made in all phases of collection, processing, and tabulationto minimize errors,
the surveyis subjectto non-samplingerrorssuch as the inability to obtain data for every
variable for all units, inaccuracies in classification, mistakesin keyingand coding, and coverage
errors.

While the data records are ultimately from state governmentsources, the classification of
finances among the different categoriesis entirely the responsibility of the Census Bureau.
Therefore, classification might not reflect the actual classification or presentation as provided
by the various state government respondents.
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Overall Unit Response Rate

The overall unit response rate to the 2017 Annual Survey of State Government Tax Collections
was nearly 100.0 percent. This unit response rate was calculated for total U.S., and givesthe
percentage of the units inthe eligible universe that actually responded to the survey. In cases
where data are not providedin a direct response, data are compiled by usingadministrative
records and supplemental sources.

Total Quantity Response Rate

The Total Quantity Response Rate was also calculated for key tax categories for each state. This
response rate is the proportion of the total of each tax category reported by units in the survey
or from sources determinedto be equivalent-quality-to-reported dataexpressed asa
percentage of the total for the tax category. The CensusBureau’s quality standard on releasing
data products requires a 70 percent Total Quantity Response Rate (TQRR) for key items.

Below are the finance tax codes with theircorresponding description and TQRR. Further
definitionsforeach code are foundin the 2006 Government Finance and Employment

Classification Manual.

2017 Annual Survey of State Tax Collections Total Quantity Response Rates

Item Code [Description FY2017 TQRR (percent)

TO1 Property Taxes 99.99
TO9 General Sales and Gross Receipts Taxes 99.99
T10 AlcoholicBeverages Sales Tax 99.99
T11 Amusements Sales Tax 99.99
T12 Insurance Premiums Sales Tax 99.99
T13 Motor Fuels Sales Tax 99.98
T14 Pari-mutuels Sales Tax 99.95
T15 Public Utilities Sales Tax 99.98
T16 Tobacco Products Sales Tax 99.99
T19 Other Selective Sales and Gross Receipts Taxes 99.98
T20 AlcoholicBeverages License 99.97
T21 Amusements License 99.96
T22 Corporations in General License 99.96
T23 Hunting and Fishing License 99.89
T24 Motor Vehicles License 99.90
T25 Motor Vehicle Operators License 99.92
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T27 Public Utilities License 99.98
T28 Occupation and Businesses License, NEC 99.93
T29 Other License Taxes 99.97
T40 Individual Income Taxes 99.99
T41 Corporation Net Income Taxes 99.99
T50 Death and Gift Taxes 99.99
T51 Documentary and Stock Transfer Taxes 99.99
T53 Severance Taxes 99.90
T99 Taxes, NEC 99.95
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