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Our budget is a reflection of our values I
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We need adequate and effective investments to
be a thriving, prosperous state

= Well-educated, well-trained workforce

= Well-functioning infrastructure

= Enforcement of economic rules

= Healthy communities

= Safe streets and neighborhoods

= Protected natural resources

= Strong families

= Support for those in need

Proper funding of state and local government is
critical for us to achieve our common goals as a
state




1. Oklahoma has a strict system of
constitutional tax & spending limits




1. Oklahoma has a strict system of
constitutional tax & spending limits

* Balanced budget requirement;

* The legislature can appropriate only 95 percent of
certified funds for the upcoming year;

e Surplus revenue collections are deposited to the
Constitutional Reserve Fund (Rainy Day Fund);

* It requires a % vote of both legislative chambers or
a vote of the people to raise revenue (SQ 640);

* No state property tax or local income tax;
 Changes in property taxes require statewide vote



1. Oklahoma has a strict system of
constitutional tax & spending limits
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Reserve Fund
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2. Oklahoma is a low-tax state




2. Oklahoma is a low-tax state

Oklahomans pay 27 percent — or $943 - per person less in
state and local taxes than the national average

Of every $100 in income, Oklahomans pay $8.68 in state and

local taxes (U.S. average: $10.28)

Oklahomans’ taxes are 38th in the nation per person and 44th

as a share of personal income

State and Local Taxes Per Capita, 2012
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3. Oklahoma has a balanced tax mix




3. Oklahoma has a balanced tax mix

State and Local Taxes by Source, Oklahoma, 2011
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3. Oklahoma has a balanced tax mix

The six largest taxes accounted for 85.7 percent of all Oklahoma'’s tax revenues in 2013:
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« Personal Income Tax - 32.8% «  Motor Vehicle Tax - 7.3%
« General Sales Tax — 28.3% e Motor Fuels Tax — 4.9%
«  Gross Production Tax (Severance) — 5.8% « Corporate Income Tax — 6.6%

Oklahoma State Tax Collections, 2003-2013 (Source: US Census Bureau)
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3. Oklahoma has a balanced tax mix

 We are a relatively high sales tax state

How High Are Sales Taxes In Your State?

Combined State & Average Local Sales Tax Rates in 2015
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3. Oklahoma has a balanced tax mix

e Personal income tax is the largest state tax, but tax cuts
and the recession dampened collections from 2006-2012

Oklahoma Personal Income Tax Collections,
FY 1991 - FY 2014 (in Smillions)
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3. Oklahoma has a balanced tax mix

e Oil and gas (gross production) taxes are typically the third
largest state tax —and the most volatile

Oklahoma Annual Natural Gas and Oil Tax
Collections, FY '91 - FY '14 (in $ millions)
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3. Oklahoma has a balanced tax mix

Oklahoma’s property taxes are the 2nd lowest in the
nation (2011)

Oklahomans pay less than half the national average in per
capital property tax

Property taxes Total state and
per person, local taxes per

2011 person, 2011
Oklahoma $ 642 $3,029
Average of six neighboring $ 1,130 $3,491
states
National Average $ 1,423 $4,109

Source: Tax Policy Center



4. Low-income Oklahomans pay more




4. Low-income Oklahomans pay more

Bottom 80 percent of households are paying 2 —2 % times as
much of their income in state and local taxes as the wealthiest
1 percent

Oklahoma State & Local Taxes in 2015

Share of family income for non-elderly taxpayers going to state and local taxes
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4. Low-income Oklahomans pay more

* Progressive effects of income tax more than offset by
regressive effect of sales and property taxes

Sales & Excise Tax Share of
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5. Taxes have been cut substantially in
recent years




5. Taxes have been cut substantially in
recent years

e Top income tax rate lowered from 6.65 to 4.85 percent

Top Income Tax Rate, 2004-2018 (*2018 rate cut subject to

7 00% trigger)
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5. Taxes have been cut substantially in
recent years

* |ncome tax cuts enacted between 2004-07 were large,
permanent and back-loaded

Lost Revenues from Select Tax Cuts Enacted 2004 - 2006
FY'05 through FY'10 (in $ millions)
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				2005		2006		2007		2008		2009		2010

		Standard Deduction (head of household, married filing jointly)		$   2,000		$   3,000		$   5,500		$   6,500		$   8,500		$   11,200

		Top Marginal Rate		6.65%		6.25%		5.65%		5.55%		5.50%		5.25%

		Estate Tax Exemption		$1 million						$2 million		$2 million		Eliminated

		TABLE 1

		Effect of 2004-06 Tax Cuts on Selected Tax Provisions

		Tax Year		Standard Deduction*		Top Marginal Rate		Estate Tax Exemption		Retirement Income*		Capital Gains on Sale of                        Oklahoma-Held Property

		2004		$2,000		6.65%		$1 million		$5,500 exempted; $25,000/$50,000 eligibility		Taxed as normal income

		2005		$2,000		6.65%		$1 million		$7,500 exempted; $37,500/$75,000 eligibility		Exempted from individual income tax

		2006		$3,000		6.25%		$1 million		$10,000 exempted; $37,500/$75,000 eligibility		Exempted from individual and corporate income tax

		2007		$5,500		5.65%		$1 million		$10,000 exempted; $50,000/$100,000 eligibility		Exempted from individual and corporate income tax

		2008		$6,500		5.55%		$2 million		$10,000 exempted; $62,500/$125,000 eligibility		Exempted from individual and corporate income tax

		2009		$8,500		5.50%		$3 million		$10,000 exempted; $100,000/$200,000 eligibility		Exempted from individual and corporate income tax

		2010		$11,200*		5.25%*		Repealed*		$10,000 exempted; no eligibility cap		Exempted from individual and corporate income tax

				*projected		*subject to revenue growth of 4% plus cost of tax cut		*Oklahoma will become a pick-up state for federal estate taxes

				*For Head of Household, Married Filing Jointly; For Singles and Married Filing Separately: $2,000 in 2005 and 2006; 50% of full amount in 2007-10)						*Lower eligibility is for singles, heads of household and married filing separate; higher eligibilty is for married filing jointly
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source:  Oklahoma Tax Commission

TOTAL LOST REVENUE FY'05 FY'06 FY'07 FY'08 FY'09

Lost Revenues from Select Tax Cuts Enacted 2004 - 2006 
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		TABLE 2

		Cumulative Revenue Impact of Selected Tax Cuts, 2004-06

		Year		Proposal		Tax		FY’05		FY ’06		FY ’07		FY’08		FY’09		FY’10

		2004		Retirement income exemption increase and eligibility  expansion		Income		$13.7		$40.3		$55.9		$55.9		$55.9		$55.9

				Capital Gains exemption from Individual Income Tax		Income		$5.0		$34.6		$34.6		$34.6		$34.6		$34.6

		2005		Top Marginal Income Tax Rate reduction to 6.25%		Income		-		$42.9		$107.6		$107.6		$107.6		$107.6

				Standard Deduction increase and elimination of Method II tax calculation		Income		-		$19.9		$30.5		$38.4		$38.4		$38.4

				Retirement income exemption increase and eligibility  expansion		Income		-		$5.1		$12.7		$12.7		$12.7		$12.7

				Capital Gains exemption from Corporate Income Tax		Income Corporate		-		$2.0		$10.2		$10.2		$10.2		$10.2

		2006		Top Marginal Income Tax Rate reduction to 5.25% by 2010		Income		-		-		$54.8		$265.0		$339.1		$457.4

				Std Deduction increase phase-in to full federal amount by 2010		Income		-		-		$27.0

				Estate Tax phase-out		Estate		-		-		-		$29.1		$42.6		$47.6

				Retirement income exemption - eligiblity expansion*		Income		-		-		-		$8.3		$10.0		$12.5

		TOTAL LOST REVENUE						$18.7		$144.8		$333.3		$561.8		$651.1		$776.9

		Source: Adapted from Oklahoma Tax Commission impact statements

		TABLE 2

		Cumulative Revenue Impact of Selected Tax Cuts, 2004-06

		Year		Proposal		Tax		FY’05		FY ’06		FY ’07		FY’08		FY’09		FY’10

		2004		Retirement income exemption increase and eligibility  expansion		Income		$13.7		$40.3		$55.9		$55.9		$55.9		$55.9

				Capital Gains exemption from Individual Income Tax		Income		$5.0		$34.6		$34.6		$34.6		$34.6		$34.6

		2005		Top Marginal Income Tax Rate reduction to 6.25%		Income		-		$42.9		$107.6		$107.6		$107.6		$107.6

				Standard Deduction increase and elimination of Method II tax calculation		Income		-		$19.9		$30.5		$38.4		$38.4		$38.4

				Retirement income exemption increase and eligibility  expansion		Income		-		$5.1		$12.7		$12.7		$12.7		$12.7

				Capital Gains exemption from Corporate Income Tax		Income Corporate		-		$2.0		$10.2		$10.2		$10.2		$10.2

		2006		Top Marginal Income Tax Rate reduction to 5.25% by 2010		Income		-		-		$54.8		$265.0		$339.1		$457.4

				Std Deduction increase phase-in to full federal amount by 2010		Income		-		-		$27.0

				Estate Tax phase-out		Estate		-		-		-		$29.1		$42.6		$47.6

				Retirement income exemption - eligiblity expansion*		Income		-		-		-		$8.3		$10.0		$12.5

		TOTAL LOST REVENUE						$18.7		$144.8		$333.3		$561.8		$651.1		$776.9

								FY'05		FY'06		FY'07		FY'08		FY'09		FY'10

		Source: Adapted from Oklahoma Tax Commission impact statements
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						1998		1999		2000		2001		2002		2003		2004		2005		2006		2007		2008

						$   4,007,360,859		$   4,147,474,046		$   4,352,888,260		$   4,715,992,175		$   4,413,259,791		$   4,185,498,969		$   4,615,812,811		$   4,875,482,679		$   5,715,986,267		$   5,802,035,359		$   5,858,409,415

		Total GR						3.5%		5.0%		8.3%		-6.4%		-5.2%		10.3%		5.6%		17.2%		1.5%		1.0%

						$1,704,009,879		$1,851,092,424		$1,837,602,217		$1,982,132,584		$1,987,735,102		$1,832,920,449		$2,016,527,975		$2,143,811,931		$2,373,427,287		$2,325,238,928		$2,161,688,042

		Personal Income Tax						8.6%		-0.7%		7.9%		0.3%		-7.8%		10.0%		6.3%		10.7%		-2.0%		-7.0%



dblatt:
From Dec 2005 BOE

jalexander:
From FY-2008 Executive Budget, Table B-1
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Total GR

Personal Income Tax

Annual % Change in General Revenue Collections:
  Personal Income Tax and All GR, 1999 - 2008
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		TABLE 3

		Oklahoma General Revenue Collections (in $ millions), FY '06 - FY '08

		State Board of Equalization Meeting, February 2007

		Revenue Source		FY '06 Actual		FY '07 Projected		FY '08 Estimated		$ Change,       FY'06 - FY'08		% Change,         FY'06 - FY '08

		Gross Production Tax (Gas & Oil)		$729.7		$499.2		$624.9		-$104.7		-14.4%

		Personal Income Tax		$2,379.6		$2,325.2		$2,161.7		-$217.9		-9.2%

		Corporate Income Tax		$265.1		$409.4		$452.1		$187.0		70.6%

		Sales Tax		$1,454.7		$1,536.2		$1,599.4		$144.7		9.9%

		Other General Revenue		$887.0		$1,032.0		$1,020.2		$133.3		15.0%

		Total General Revenue		$5,716.0		$5,802.0		$5,858.4		$142.4		2.5%

		Revenue Source		FY '06 Actual		FY '07 Projected		FY '08 Estimated		$ Change,       FY'06 - FY'08		% Change,         FY'06 - FY '08

		Gross Production Tax (Gas & Oil)		729,650,585		499,207,388		624,935,260		(104,715,325)		-14.4%

		Individual Income Tax		2,379,563,190		2,325,238,928		2,161,688,042		(217,875,148)		-9.2%

		Corporate Income Tax		265,063,488		409,365,060		452,104,775		187,041,287		70.6%

		Sales Tax		1,454,727,378		1,536,233,994		1,599,399,937		144,672,559		9.9%

		Other General Revenue		886,981,626		1,031,989,989		1,020,281,401		133,299,775		15.0%

		Total General Revenue		5,715,986,267		5,802,035,359		5,858,409,415		142,423,148		2.5%
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Sheet3

		GRAND TOTAL		$6,639,329,152		$6,428,759,820		100%		$   491

		Education		$2,348,041,255		$2,348,041,255		36.5%		$   179														RETITLE CHART: POTENTIAL ADDITIONAL PROGRAM FUNDING IN FY’08 IN THE ANSENCE OF INCOME TAX CUTS

		Higher Education		$1,018,933,880		$1,018,933,880		15.8%		$   78				$523		$   28		OTRS

		Health Care Authority		$701,964,163		$701,964,163		10.9%		$   54

		Human Services		$535,797,324		$535,797,324		8.3%		$   41

		Corrections		$456,004,876		$456,004,876		7.1%		$   35

		Teachers Retirement System								$   28

		Mental Health & Substance Abuse Services		$194,703,800		$194,703,800		3.0%		$   15

		All Other Agencies								$   62

		Career and Technology Education, Department of		$147,287,358		$147,287,358		2.3%		$   11

		Juvenile Affairs		$104,219,585		$104,219,585		1.6%		$   8

		Public Safety, Department of		$90,051,236		$90,051,236		1.4%		$   7

		Transportation, Department of		$285,411,848		$74,842,516		1.2%		$   6

		Health, Department of		$71,234,131		$71,234,131		1.1%		$   5

		District Courts		$54,403,272		$54,403,272		0.8%		$   4

		Tax Commission		$47,711,604		$47,711,604		0.7%		$   4

		University Hospitals Authority		$41,665,342		$41,665,342		0.6%		$   3

		Veterans Affairs, Department of		$39,324,159		$39,324,159		0.6%		$   3

		District Attorneys and DAC		$39,092,742		$39,092,742		0.6%		$   3

		Rehabilitation Services, Department of		$29,213,250		$29,213,250		0.5%		$   2

		Agriculture, Department of		$28,314,906		$28,314,906		0.4%		$   2

		Tourism and Recreation, Department of		$27,073,374		$27,073,374		0.4%		$   2

		Commerce, Department of		$25,082,836		$25,082,836		0.4%		$   2

		Finance, Office of State		$23,000,204		$23,000,204		0.4%		$   2

		Science & Technology, Center for		$22,442,616		$22,442,616		0.3%		$   2

		House of Representatives		$19,176,434		$19,176,434		0.3%		$   1

		Supreme Court		$16,878,678		$16,878,678		0.3%		$   1

		Indigent Defense System		$16,206,256		$16,206,256		0.3%		$   1

		REAP		$15,500,000		$15,500,000		0.2%		$   1

		Historical Society		$14,480,963		$14,480,963		0.2%		$   1

		Corporation Commission		$14,083,860		$14,083,860		0.2%		$   1

		Central Services, Department of		$13,639,156		$13,639,156		0.2%		$   1

		Senate		$13,561,067		$13,561,067		0.2%		$   1

		Investigation, State Bureau of		$13,351,567		$13,351,567		0.2%		$   1

		Military, Department of		$12,898,334		$12,898,334		0.2%		$   1

		Attorney General		$12,798,702		$12,798,702		0.2%		$   1

		Environmental Quality, Department of		$9,525,217		$9,525,217		0.1%		$   1

		Conservation Commission		$8,953,795		$8,953,795		0.1%		$   1

		Election Board		$7,709,951		$7,709,951		0.1%		$   1

		Science & Math, School of		$7,230,508		$7,230,508		0.1%		$   1

		Libraries, Department of		$6,847,731		$6,847,731		0.1%		$   1

		Water Resources Board		$6,744,617		$6,744,617		0.1%		$   1

		Narcotics and Dangerous Drugs, Bureau of		$6,320,763		$6,320,763		0.1%		$   0

		Auditor and Inspector		$6,219,622		$6,219,622		0.1%		$   0

		Physician Manpower Training Commission		$5,470,499		$5,470,499		0.1%		$   0

		Educational Television Authority		$5,164,350		$5,164,350		0.1%		$   0

		Workers' Compensation Court		$4,888,334		$4,888,334		0.1%		$   0

		Personnel Management		$4,848,371		$4,848,371		0.1%		$   0

		Land Office, Commissioners of		$4,828,535		$4,828,535		0.1%		$   0

		Treasurer		$4,632,697		$4,632,697		0.1%		$   0

		Medicolegal Investigations, Board of		$4,587,380		$4,587,380		0.1%		$   0

		Arts Council		$4,442,810		$4,442,810		0.1%		$   0

		J.D. McCarty Center		$4,278,944		$4,278,944		0.1%		$   0

		Alcoholic Beverage Laws Enforcement		$3,965,159		$3,965,159		0.1%		$   0

		Labor, Department of		$3,613,893		$3,613,893		0.1%		$   0

		Law Enforcement Education and Training		$3,265,473		$3,265,473		0.1%		$   0

		Court of Criminal Appeals		$3,083,013		$3,083,013		0.0%		$   0

		Legislative Service Bureau		$2,995,021		$2,995,021		0.0%		$   0

		Governor		$2,641,163		$2,641,163		0.0%		$   0

		Horse Racing Commission		$2,618,898		$2,618,898		0.0%		$   0

		Pardon and Parole Board		$2,555,018		$2,555,018		0.0%		$   0

		Insurance Commissioner		$2,444,856		$2,444,856		0.0%		$   0

		Children and Youth, Commission on		$2,101,609		$2,101,609		0.0%		$   0

		Fire Marshal		$2,052,561		$2,052,561		0.0%		$   0

		Teacher Preparation, Commission on		$2,050,705		$2,050,705		0.0%		$   0

		Centennial Commission		$1,062,291		$1,062,291		0.0%		$   0

		Mines, Department of		$997,981		$997,981		0.0%		$   0

		Will Rogers Memorial Commission		$925,196		$925,196		0.0%		$   0

		Civil Emergency Management Administration		$756,843		$756,843		0.0%		$   0

		Human Rights Commission		$704,310		$704,310		0.0%		$   0

		Consumer Credit, Department of		$661,263		$661,263		0.0%		$   0

		Merit Protection Commission		$611,434		$611,434		0.0%		$   0

		Lt. Governor		$592,436		$592,436		0.0%		$   0

		Space Industry Development Authority		$528,571		$528,571		0.0%		$   0

		Secretary of State		$525,434		$525,434		0.0%		$   0

		Ethics Commission		$504,039		$504,039		0.0%		$   0

		J.M. Davis Memorial Commission		$382,166		$382,166		0.0%		$   0

		Handicapped Concerns, Office of		$381,813		$381,813		0.0%		$   0

		Scenic Rivers Commission		$339,752		$339,752		0.0%		$   0

		Judicial Complaints, Council on		$282,503		$282,503		0.0%		$   0

		Indian Affairs, Commission of		$257,732		$257,732		0.0%		$   0

		Bond Advisor		$185,117		$185,117		0.0%		$   0

		Private Vocational Schools, Board of		$0		$0		0.0%		$   - 0

								0.0%		$   - 0

		Subcommittee on General Government						0.0%		$   - 0

								0.0%		$   - 0

		Subcommittee on Human Services						0.0%		$   - 0

								0.0%		$   - 0

		Subcommittee on Health and Social Services						0.0%		$   - 0

								0.0%		$   - 0

								0.0%		$   - 0

		Subcommittee on Natural Resources and Regulatory Affairs						0.0%		$   - 0

		Banking, Department of		$0		$0		0.0%		$   - 0

		Liquefied Petroleum Gas Board		$0		$0		0.0%		$   - 0

		Native American Cultural Center		$0		$0		0.0%		$   - 0

		Securities Commission		$0		$0		0.0%		$   - 0

								0.0%		$   - 0

		Subcommittee on Public Safety						0.0%		$   - 0

		Board of Test for Alc/Drug		$0		$0		0.0%		$   - 0

								0.0%		$   - 0

		Other Appropriations						0.0%		$   - 0

		Governor's Emergency Fund						0.0%		$   - 0

		Bombing Memorial						0.0%		$   - 0

										$   - 0

				Base		Base minus Transportation Fund		% of Approps.

		Subcommittee on Education

		GRAND TOTAL

				$6,638,102,552		$6,638,102,552

		(1) Includes $85.8 million of FY '02 supplementals paid for with FY '03 revenue

		(2): Lost revenue is the amount of funds actually appropriated in FY '02 and FY '03 (revised projections) compared to revenue had agencies received full FY '02

		appropriations and received the same amount in FY '03

		NOTE: AGENCY ANNUAL BUDGETS CAN INCLUDE ONE-TIME REVENUES THAT MAY MAKE A COMPARISON OF FY '02 TO FY '03 APPROPRIATIONS APPEAR MISLEADING.

		NOTE: $85.7 million in FY '03 revenue was appropriated as FY '02 supplementals

		NOTE:  Final Appropriations by fiscal year include supplemental funding.

		FY'07 Base Includes $85 Million for Higher Education funding - excluded from the Governor's FY'08 Budget Book.
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5. Taxes have been cut substantially in
recent years

e Qver 70 percent of the benefit from income tax cuts of
mid-2000s went to the top 20 percent of households

Share of Tax Cuts from Recent Reduction in Top Personal

IncomeTax Rate in Oklahoma
by Income Group

@ Bottom 60%
M Fourth 20%
@ Next 15%
B Next4%

B Top 1%

Source: Institute for Taxation and Economic Policy, Who Pays?, 3™ ed.,
2012 http://www.itep.org/pdf/ok.pdf



5. Taxes have been cut substantially in recent

years

2014 Tax cut (SB 1246)

Reduces top rate to 5 percent in 2016 and 4.85 percent
in 2018 (subject to trigger)

$300.0
$250.0
$200.0
$150.0
$100.0

$50.0

Annual Revenue Impact of 2014 Tax Cuts
(in Smillions; assumes 1/1/2016 & 1/1/2018

effective dates)

$267.0
$198.8
$147.0
$57.0
-
FY 2015 FY 2016 FY 2017 FY 2018 FY 2019

Source: Oklahoma Tax Commission, SB 1246 Fiscal Impact report, Feb 26, 2014



5. Taxes have been cut substantially in recent

years
2014 Tax cut (SB 1246)

* Benefits go disproportionately to the wealthiest:

* 41 percent of households get SO; Median household gets $31;
Top 1 percent gets $2,127 [2016]

Average Tax Cut by Income Group, 2016 Income Levels

$2,500
$2,127

$2,000
$1,500
$1,000

$500 5176 $366
S86
0 s = B

SO
Lowest 20% Second 20% Middle 20% Fourth 20% Next 15% Next 4% Top 1%
(512,100)  ($27,400)  ($47,600)  (S77,100) ($132,200) (S274,600) ($1,444,000)

Source: Analysis of SB 1246 by Institute on Taxation and Economic Policy, May 2014.
Incomes are average income in each group



5. Taxes have been cut substantially in recent

 Growing cost of
tax incentives for
horizontal
drilling and other
tax breaks are a
major cause of
stagnant
revenues

years

The Cost of Oklahoma’s Major Tax Breaks for
Big Business Has Skyrocketed

" 5400
c mFY 2010 Cost mFY 2014 Cost

2 4350
=
$300

$250
$200

$150

$100

* Il Bl B

Harizontal Wells  Investment/New Quality Jobs Wind Power Tax ~ Manufacturer
Gross Production  Jobs Tax Credit Program Breaks Property Tax
Tax Credit Exempticn

Data Source: Oklahoma Watch www.togetherok.org

OKPOLICY.OrG

Oklahoma Policy Institute
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6. Revenues have not fully recovered
from the last recession



6. Revenues have not fully recovered

In FY ‘13 tax collections equaled just 5.6 percent of state

personal income, compared to 7.2 percent in FY ‘01

Impact of tax cuts of mid-2000s and recession of 2008-10
can both be seen

D =~ QO e~ On

w O X O =

Oklahoma State Taxes, Total and as Share of Personal Income,

$10,000,000

FY '82 - FY '13

A
'\

~0$8,000,000 -4 2
i [t ~,
n \ A / \ /‘—‘\A_A/ A\A h—
o | :

$6,000,000 ‘\1 \/
$4,000,000

A

(v ©c 0o o ©

$2,000,000

S0

'82 '84 '86 '88
—m=—_State Tax Collections

'90

'92 94 '96 '98 '00 '02 '04 '06 '08
=i=Tax Collections as % of State Personal Income
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6. Revenues have not fully recovered
 Gen. Rev. collections in FY 2015 were 3.8 percent below FY 2008

e Collections have grown less than 3 percent in past 3 years

GENERAL REVENUE COLLECTIONS BY TAX, FY 2008 - FY 2016

$7.000 (in S millions; FY 2016 based on Jun 2015 Board of Equalization
estimates)
Total:
Total:

5,953M R

$6,000 2 Total: Total: Total: Total: TRETRT $5, 745 ™M
$5,541M $5,565M $5,603 M $5,628 M
Total:
$5,138M
$5,000 Total:
$4,621M
$4,000
$1,830 $2,020
$3,000
$2,000
$1,000 $1.832 $2,076
$-

FY 2008 FY 2009 FY 2010 FY 2011 FYy 2012 FY 2013 FY 2014 FY 2015 FY 2016
(estimate)

m Personal Income mCorporate Income m Gross Production
m Sales = Motor Vehicle Other Sources



7. Most of the state budget funds 10
agencies




7. Most of the state budget funds 10
agencies

* 90 percent of appropriations go to core services in education,
health, human services, public safety & transportation

FY 2016 Appropriations to Ten Largest Agencies

Human Services:
S678.9M (9.5%0)

Total Appropriations:

$7.138.9M Corrections: $48<4.9M

(6.8%)

Total Ten Largest: Mental Health:

o OHCA (Medicaid) $340.7M (4.8%)
$6,442.0M (90.2%) $971.1M (13.6%)

Transportation
$184.9M (2.6%)
Career Tech: $133.9 M
({1.99)
Public Safety: $100.3M
(1.4%0)
Juvenile Affairs:
@elnalanleln $99.0M (1.4%)

Education

S2,484.9M All Other Agencies
(34.8%) $696.9M (9.8%)



7. Most of the state budget funds 10
agencies

e Common education is the largest agency but its share of the
budget has declined in recent years

Common Education's Share of Total State
Appropriations Has Fallen
40.0%

38.2%
38.0%

)
35.9%
36.0% _ﬂgtfi:E§\$’a¢4{//' ﬂ‘\\\\ 6
34.8%
34.0% i.’

33.8%

32.0%

FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY FY
'00 '01 '02 '03 '04 '0O5 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16



8. State budgets have been slashed in
recent years
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8. State budgets have been slashed in
recent years

State appropriated spending has fallen far below historical
averages and is at its lowest level in at least 30 years

State spending has shrunk over time

State Appropriations as Share of State Personal Income, FY '80 - FY '14

7.0%

6.5%

6.0% /\ A /\v/\
N ~
5.0% \/\-’\\

N~

4.0%

'80 '81 '82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14

Source: OK Policy analysis of Bureau of Economic Analysis state personal income data and annual state appropriations, various
sources



8. State budgets have been slashed in
recent years

 This year’s budget is just 0.2 percent more than seven years
ago — without adjusting for inflation

Oklahoma State Appropriations, FY 2006 to FY 2016

(in $ millions; includes supplementals, Rainy Day spillover funds)

57,500 $7,197 $7.235

$7,043 57:125 $7,139

$6,959

$7,000 $6,760 — 56 —— $6,874
E 56 603
g $6,500 6,217
S $6,000

55500 I I

$5,000 F‘r‘ ey

'I 'I 'I 5 16
Total 56 21 ? 55 760 5? 043 $? 125 56 959 $6, ?65 56 603 56 874 $? 19? s7, 235
m Rainy Day Fund _ _ 5224 52?3 $1UD 545 $150

Federal Aid $30  $838 $554 699

m State Revenues $6,217$6,760 $7,043 $7,095 $5,897 $5,938 $6,404/$6,874 $7,152 $7,235 $6,989
Oklahoma Policy Institute | www.okpolicy.org



8. State budgets have been slashed in
recent years

e Funding for common education remains down by over $170
million while enrollment has increased by over 45,000 students

State Aid Funding for Schools Has Not Kept Up With Enrollment

700,000 688,306 $2,100

$2,050M students
680,000 $2.000
660,000

641,721 $1,877M  s1,900 =

students =
640,000 5*

$1,800 2

620,000
600,000 31,700
580,000 $1,600

FY '08 FY'092 FY'"10 FY'"11 Fy "12 FY '13 FY '14 FY '15 FY'16

Public School Enrollment (October) —-=—State Aid Funding {in Millions)

Mote: State Funding excludes money allocated for textbooks

Oklahoma Policy Institute | www.okpolicy.org



8. State budgets have been slashed in

recent years
e Since 2008, the number of inmates per correctional

officer has jumped from 7.2 to 12.1
 Oklahoma has the lowest staffing ratio in the nation

Number of Prisoners and Correctional Officers in Public Prisons, FY 2000-2014
(figures as of 6/30 of each year)

20,000 1 2,114 19,198
- 2,100
18,000 A
- 1,900
16,000 -15,184 1’591 - ]’700
14,000 1,500
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14
Fiscal Year

«@-Inmates (Public Prisons) «-Correctional Officers



8. State budgets have been slashed in
recent years

e Thousands of Oklahomans with developmental
disabilities waiting to receive home- and community-
based waiver services

Number of People on Waiting List by Year

8000

7000 f—O—
6000
5000
4000 ﬁ
3000 \V
2000 —
1000
0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Graph via www.okwaitinglist.org



9. Oklahoma faces serious short- term
budget challenges




9. Oklahoma faces serious short- term
budget challenges

e Budget shortfall of S600M - S1.2B for FY 2017

e S450 million in one-time revenue to balance the FY 2016
budget

e Additional S100M cost of income tax cut

e Automatic S60M increase to ROADS

e Reduced federal Medicaid matching rate

e Low energy prices and economic slowdown

e Significant funding needs to operate
existing programs and services

-
SRl o



9. Oklahoma faces serious short- term
budget challenges

Oil (per barrel) Natural Gas (per MCF)
Forecasted Amount $57.55 $3.97
Current Price $45.41 $2.62

CLX15 - Crude Qil WTI (NYMEX) NGX15 - Natural Gas (NYMEX)

W CL*1: 4541 O 4al: 505282 9500 B MNG: 2620 O ‘ol 280945 4200
30,00
-4.000
L5500
L5000 3800
L7500 L 3.600
L 70,00
- 3.400
L B5.00
L5000 3200
L5500 -3.000
50,00
- 2.800
b 41
2000000 1000000 F . EEE]
40,00
1000000 H 500000 -
| . . . . | - 35.00 LT | . . | . - 2.400
Mov 14 Jan 15 Mar Mav Jul Sen Mov 14 Jan 15 Mar Kav Jul Sen

Prices current as of 9/29/15



9. Oklahoma faces serious short- term
budget challenges

 Will anything other than more
budget cuts and one-time
revenue be on the table?

Uses of Rainy Day Fund

Current Fund ‘
Balance (as of

July 2015):

$387 million




10. Oklahoma faces serious long-term
budget challenges




9. Oklahoma faces serious long-term
budget challenges

e Structural deficit: A situation that occurs when a
state’s “normal growth of revenues is insufficient
to finance the normal growth of expenditures
year after year”

Projected Annual Budget Surpluses and Deficits
Before and After 2004-2006 Tax Cuts (2007 to 2035)

1,000

500 A
o K

(500) - \ Before Tax Cuts

e

= (1,000) 4 After Tax Cuts

. (1,500) 1 \

(2,000)

Nillion $2005

(2,500)

2007 2009 2011 2013 2015 2017 2019 2[;21 2023 2025 2027 2029 2031 2033 2035
ear

Source: Projections conducted in 2007 by Dr. Kent Olson, Professor of Economics,
Oklahoma State University



10. Oklahoma state faces serious long-
term budget challenges

e Contributors to the structural deficit:
e Qutdated tax system
e Expansion of tax breaks
* Rising health care costs
 Unfunded pension liabilities
* Mass incarceration

e Fiscally irresponsible tax policies



11. Oklahoma needs sensible tax and
budget reform

TAX
REFORM



11.

Oklahoma needs sensible tax and
budget reform

We must create a budget that allows us to meet
our obligations and ensure our prosperity

Avoid further income tax cuts;
Curb unnecessary tax breaks;
Modernize the sales tax;

Target any tax relief towards those in greatest
need.

Improve our revenue forecasting and develop
a current services budget



11. Oklahoma needs sensible tax and

budget reform
A policy agenda to confront the budget shortfall

 Avoid further income tax cuts
e Repeal the next phase of the tax cut

Curb unnecessary tax breaks
e Eliminate the double deduction of state income tax
 Adopt combined corporate reporting
* Repeal or narrow sales tax exemptions
* Modernize the sales tax
e Enact an “Amazon Law” to enhance online sales collections
e Collect taxes on digital downloads
e  Modernize the motor fuels tax
* Accept federal Medicaid funds to expand health coverage

e Limit off-the-top appropriations, especially the automatic $58
million increase for ROADS



12. You have the power to make
change happen

@ j \ \ * Getengaged with the
U8 e\ N Together Oklahoma

UNLESS someone like you ' \ coalition

cares a whole awful lot, http://togetherok.org
nothing is going to get better.

- It’s not.

e Email, phone and visit
your legislators

--Tbe Lorax

’fl e Write an op-ed or

‘* letter to the editor

e Register people to
vote


http://togetherok.org/

For More Information

Updates on Oklahoma budget, tax, and education
policy at www.okpolicy.org

Subscribe to In The Know, daily news e-mail

Follow @okpolicy on Twitter
Like Oklahoma Policy Institute on Facebook


http://okpolicy.org/
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