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Executive Summary

Tax policy at the federal, state, and territory levels
shapes many aspects of daily life—from supporting
families with children through tax credits to funding
the maintenance of infrastructure such as schools and
roads. As lawmakers work to balance revenues and
expenditures, understanding how federal tax and
spending changes affect state systems is essential.
Drawing on previous studies and new analysis of
domestic tax policy across both states and U.S. terri-
tories, this research offers comparative insights, includ-
ing graphs and charts that highlight differences within
each CSG region. The following considerations can
help inform ongoing tax policy discussions and point to
areas where state policymakers and other stakeholders
can examine different approaches:

Regional economic conditions: How well do tax
systems reflect the realities of local economies,
costs of living, and tax burdens on constituents?

Federal-state synergies: In what ways might
federal tax policy changes impact state systems?
For example, federal legislation exempting taxes
ontips could carry majorimplications for states and
territories.

Managing volatility: \What tools can promote fiscal
stability in the face of unpredictable revenue? One
approach is using state-level sovereign wealth funds
to convertvolatile revenue into sustainable funding
for public services.

Policy trade-offs: \What trade-offs are involved in
differenttax structures? Forinstance, adopting a flat
income tax may simplify administration but could
increase the burden on lower- and middle-income
families.
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Tax Actions: Key Trends and Changes

To address shifting regional economic conditions,
rising costs of living faced by constituents, and evolv-
ing budget priorities; states and territories are enacting
changes to their tax structures. At least 40 states and
territories have enacted tax reforms that will take effect
in 2025. Tax changes include, but are not limited to,
income tax cuts, sales tax exemptions, and tax incen-
tives for businesses and households. The Table 1 shows
tax legislation that has been in effectin 2025.

States and territories seek to maintain fiscal stability
by balancing the need to support constituents and

promote economic growth. Regarding the territories,
Guam, the Northern Mariana Islands, and the U.S.
Virgin Islands are “mirror Code possessions,” where
the Internal Revenue Code serves as the internal tax law
of those territories. American Samoa and Puerto Rico
are "non-mirror Code possessions” and have their own
tax laws. The Northern Mariana Islands is transitioning
to an automated tax system, and Guam introduced Bill

No. 59-38 on tax transparency.

Table 1: Tax Changes in States and Territories in 2025

. Tax Effective | Enactment
State Bill Number Category Fee Category Date Date Change Summary
The Alabama Tourism Tax Protection Act
Alabama SB 150 Excise 1/1/25 5/9/24 extends the transient occupancy tax to lodging
intermediaries.
Rebuild Collects atax of 30 cpg on gasoline and 31 cpg
Alabama Alabama Excise 7/1/25 3/19/19 on undyed diesel in order to supporttranspor-
Act tation infrastructure related projects.
The Alaska Remote Sellers Tax Commission
Uniform will base economic nexus solely on $100,000 in
Code Sales and sales, removing the 200-transaction threshold
Alaska . 1/1/25 = . L
Section Use and protecting firms with lower per unit prices
040(A) and moderate sales volumes from compliance
responsibilities.
Eliminates local-level transaction privilege taxes
Sales and (TPTs) on residential rentals of 30 days or more,
Arizona SB 1131 Use 1/1/25 8/1/23 prohibiting municipalities from levying these
taxes and requiring property owners to stop
charging tenants the repealed tax.
Expands eligibility for the state’s sales and use
tax exemption for data centers. This law reduces
Salesand from $500 million to $100 million the investment
Arkansas HB 1444 Use 7/1/25 4/10/25 requirement for data centers to qualify for this
exemption and allows indirect compensation
paid by contractors to count toward meeting the
$1 million annual compensation requirement.
Repealed the sunset provision previously
applicable to the state's special privilege tax
Arkansas SB219 Misc. 2/1/25 3/20/25 on medical marijuana, which was set to expire

July 1. As such, Arkansas will continue levying
a special privilege tax of 4% on gross receipts
from sales of medical marijuana.
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https://taxfoundation.org/research/all/state/2025-state-tax-changes/
https://www.finance.gov.mp/20250513-tax-update.php
https://guamlegislature.gov/38th_Guam_Legislature/Bills_Introduced_38th/Bill%20No.%2059-38%20(COR).pdf
https://guamlegislature.gov/38th_Guam_Legislature/Bills_Introduced_38th/Bill%20No.%2059-38%20(COR).pdf
https://www.datawrapper.de/_/jKXgh/
https://alison.legislature.state.al.us/bill-search
https://www.revenue.alabama.gov/wp-content/uploads/2025/02/Rebuild-Alabama-Act-Notice-February-2025.pdf
https://www.revenue.alabama.gov/wp-content/uploads/2025/02/Rebuild-Alabama-Act-Notice-February-2025.pdf
https://www.revenue.alabama.gov/wp-content/uploads/2025/02/Rebuild-Alabama-Act-Notice-February-2025.pdf
https://arsstc.org/wp-content/uploads/2024/09/Threshold-Change-for-Sellers.pdf
https://arsstc.org/wp-content/uploads/2024/09/Threshold-Change-for-Sellers.pdf
https://arsstc.org/wp-content/uploads/2024/09/Threshold-Change-for-Sellers.pdf
https://arsstc.org/wp-content/uploads/2024/09/Threshold-Change-for-Sellers.pdf
https://apps.azleg.gov/BillStatus/BillOverview/78733
https://arkleg.state.ar.us/Bills/Detail?id=hb1444&ddBienniumSession=2025%2F2025R
https://arkleg.state.ar.us/Bills/Detail?id=SB219&ddBienniumSession=2025%2F2025R

Tax Effective | Enactment

Bill Number Category Fee Category Date Date

Change Summary

Prohibits cities and counties from including
California SB 1059 Sales and 1/1/25 9/28/24 excise or sale“s and use tgxei on cannabisinthe
e Use definition of "gross receipts" for local taxes or

fees on cannabis retailers.

Increases the 911 Surcharge from $0.30 to $0.41
California L-969 Surcharge 1/1/25 peraccess line to fundthe 911 emergency
communication system.

Amendments to California’s Low Carbon Fuel

California N/A Environmental / 1/1/25 Standard for 2025 will i'ncreasg gas prices by 35
I Regulatory cents per gallon and diesel prices by 45 cents
pergallon.

California’s cannabis excise tax rate will increase
from 15% to 19%. Additionally, the tax rate on
tobacco products otherthan cigarettes will
increase to 54.27 percent of the wholesale

price as a result of previously enacted laws. The
increase will apply to products like e-cigarettes,
chewing tobacco, snuff, and cigars, but notto
cigarettes.

California AB195 Excise 7/1/25 6/30/22

Gas tax rates will be adjusted, with prepayment

rates decreasing from 8 to 7.5 cpg for gasoline
CalTax Salesand 2/1/25 and from 44.5 to 38.5 cpg for diesel. However,
Notice Use the state excise tax will increase from 59.6 to 61.2

cpg forgasoline and from 45.4 to 46.6 cpg for

diesel.

California

Transportation/
Vehicle

Imposes a $3 per day congestion impact fee on

Celoaeo bt motor vehicle rentals of less than 31 days.

1/1/25 5/17/24

Caps annual non-school district property tax
revenue growth at 5.5% for non-home rule
jurisdictions and adjusts residential property tax
assessmentrates.

Colorado SB 24-233 Property 1/1/25 5/14/24

Expandsthe sales tax base to include interstate
telephone and telegraph services billed to
Colorado addresses, reversing the current
Colorado HB 25-1296 Sales and 7/1/25 5/16/25 exemption forthese services.The same law also
- Use creates a new sales tax exemption for sales of
medical marijuana to lower-income individuals
who present a valid electronic benefits transfer

(EBT) card.

Colorado Retail delivery fee will decrease from 29 to
Colorado oo e Misc. 7/1/25 28 cents due to changes in the six rates that
DRS Notice . : B
comprise the total retail delivery fee.

Adjusts taxation of sports gaming. Specifically,
the allowable portion of free bets that may be
deducted from net sports betting proceeds will
be reduced from 2.25% to 2%. Colorado will

Colorado HB 25-1296 Misc. 7/1/25 5/13/25 . .
also allow counties to levy lodging tax rates of
up to 5%, anincrease from the current 2% limit.
This change is the result of HB25-1247, enacted
in May 2025.

Colorado Losens Excise 7/1/25 Road usage fees will increase

DRS Notice ’
Corporate Extends corporate net operating loss carry-

Connecticut HB 5524 Inco?ne 1/1/25 6/6/24 forward period from 20 to 30 years without an

annual cap.

Public Act Corporate 1/1/25 71221 Reduces capital base tax rate from 0.31% to

Comnasfia: No.21-2 Income 0.26% as part of resumed phaseout.

Connecticut The excise tax on diesel fuel will decrease from
Connecticut  <ocn.... Excise 7/1/25 52.41048.9 cpg dueto changesin the average
DRS Notice i
wholesale price of fuel.
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https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202320240SB1059
https://www.cdtfa.ca.gov/formspubs/L969.pdf
https://ww2.arb.ca.gov/sites/default/files/barcu/regact/2024/lcfs2024/2nd_15day_atta-1.pdf
https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=202120220AB195
https://caltax.org/2025/05/02/cdtfa-releases-gas-and-diesel-fuel-sales-tax-rates-but-excise-tax-rates-to-be-announced-separately/
https://caltax.org/2025/05/02/cdtfa-releases-gas-and-diesel-fuel-sales-tax-rates-but-excise-tax-rates-to-be-announced-separately/
http://leg.colorado.gov/bills/sb24-184
http://leg.colorado.gov/bills/sb24-233
https://leg.colorado.gov/bills/hb25-1296
https://portal.ct.gov/-/media/drs/publications/pubsan/2025/an-2025-2.pdf?rev=f9e12af550974fe39010b8051e2d84f8&hash=6FAFC0FD06387A7AC2676F2F1C915155
https://portal.ct.gov/-/media/drs/publications/pubsan/2025/an-2025-2.pdf?rev=f9e12af550974fe39010b8051e2d84f8&hash=6FAFC0FD06387A7AC2676F2F1C915155
https://leg.colorado.gov/bills/hb25-1247
https://leg.colorado.gov/bills/hb25-1311
https://leg.colorado.gov/bills/hb25-1311
https://www.cga.ct.gov/asp/cgabillstatus/cgabillstatus.asp?selBillType=Bill&bill_num=HB5524&which_year=2024
https://www.cga.ct.gov/2021/act/pa/pdf/2021PA-00002-R00SB-01202SS1-PA.pdf
https://www.cga.ct.gov/2021/act/pa/pdf/2021PA-00002-R00SB-01202SS1-PA.pdf
https://portal.ct.gov/-/media/drs/publications/pubsan/2025/an-2025-2.pdf?rev=f9e12af550974fe39010b8051e2d84f8&hash=6FAFC0FD06387A7AC2676F2F1C915155
https://portal.ct.gov/-/media/drs/publications/pubsan/2025/an-2025-2.pdf?rev=f9e12af550974fe39010b8051e2d84f8&hash=6FAFC0FD06387A7AC2676F2F1C915155
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Bill Number Category Fee Category Date Date

Change Summary

Imposes a 4.5% tax on short-term residential

Delaware '146582{& Excise 1/1/25 9/30/24 rentals; excludes hotels and allocates revenue to
— tourism and preservation funds.
o . : ;
Delaware B2 Excise 1/1/25 4/27/23 Implements 15% excise tax on retail marijuana

— sales beginning in 2025.

Increases hazardous substance cleanup tax on
Delaware N/A Excise 1/1/25 petroleum sales from 0.675% to 1.120% based in
revenue lookback formula.

% Property/ Caps homestead assessment growth; jurisdic-

Georgia m Salesand 1/1/25 11/5/24 tions adopting the cap may levy an added 1%
- Use local sales tax.
para.a.l
. Increases tangible personal property tax
Georgia HB 808 Property 1/1/25 5/6/24 exemption from $7,500 to $20,000.
Georgia %?Sn nt | Excise 2/1/25 Alternative fuel vehicle fees will see inflation
o =cpariment. | txcl adjustments on July 1.
of Revenue

Individual Expandsindividual income tax brackets and
Hawai'i HB 2404 Income 1/1/25 6/3/24 raises standard deduction, reducing effective
tax rates across income levels.

Increases daily rental motor vehicle surcharge
taxfrom $6.50 to $7.

The Road Usage Charge (RUC) for EVs will begin
Hawai'i on July 1. The rate begins at 0.8 cents per mile
Department (or $8forevery 1,000 miles) and is capped at

Hawai'i HB 485 Excise 1/1/25 7/8/21

aEHEN of Transpor- RACES e $50. Alternatively, drivers have the option to pay
tation aflatRUC amount of $50 when they renew their
vehicle registration.
llinois SB 3362 Salesand 1/1/25 8/9/25 Reqwre§destlnatloq—based sourcing for remote
— Use sales by in-state retailers.
o Corporate Raises franchise (capital stock) tax exemption
llinois HB 4951 Income V1725 | 6/ir24 from $5,000to $10,000.
Expandstax base to include leases of tangible
llinois HEB 4951 Sales and 1/1/25 6/7/24 personal property except m'oto'rveblcles,
E— Use watercraft, aircraft, and semitrailers; tax now
paid by lessee.
o Sales and Caps retailers' 1.75% sales tax collection
lllinois HB4951 Use 171725 6/7/24 discountat $1,000 per month.

The budget willimpose increased taxes on
sports wagering licensees, with a tax of 25
cents per wager applied to the first 20 million
wagersin ayear and atax of 50 cents per wager
applied to additional wagersin a year once the
20 million threshold has been met. This law will
alsoincrease the excise tax rate on e-cigarettes
from 15% to 45% of the wholesale price, and
the tax on moist snuff will increase from 30
lllinois HB 2755 Multiple 7/1/25 6/16/25 cents per ounce to 45% of the wholesale price.
This law will also expand the Hotel Operators’
Occupation Tax to apply to short-term rentals
and increase the interstate and intrastate
telecommunications tax rate from 7%to 8.65%
to fund the 9-8-8 Suicide and Crisis Lifeline. It
also reduces the rebate for purchases of new
or used electric vehicles from $4,000 to $2,000
and reduces the rebate for purchases of electric
motorcycles from $2,000 to $1,500.

The gas tax will increase from 47 to 48.3 cpg,
Excise 7/1/25 and the tax on diesel fuel will increase from 54.5
to 55.8 cpg.

lllinois

Illinois
Revenue
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https://legis.delaware.gov/BillDetail?LegislationId=141646
https://legis.delaware.gov/BillDetail?LegislationId=141646
https://legis.delaware.gov/billdetail/129969
https://news.delaware.gov/2024/10/28/new-hsca-rate-goes-into-effect-in-january-2025/
https://www.legis.ga.gov/legislation/66784
https://www.legis.ga.gov/legislation/66784
https://www.legis.ga.gov/legislation/66784
https://www.legis.ga.gov/legislation/66784
https://www.legis.ga.gov/legislation/65535
https://www.vitallaw.com/news/georgia-property-tax-alternative-fuel-vehicle-licensing-fees-announced/std01b45a9fa8e23142d79321ada2c81f1ec4
https://www.vitallaw.com/news/georgia-property-tax-alternative-fuel-vehicle-licensing-fees-announced/std01b45a9fa8e23142d79321ada2c81f1ec4
https://www.vitallaw.com/news/georgia-property-tax-alternative-fuel-vehicle-licensing-fees-announced/std01b45a9fa8e23142d79321ada2c81f1ec4
https://www.capitol.hawaii.gov/session/measure_indiv.aspx?billtype=HB&billnumber=2404&year=2024
https://capitol.hawaii.gov/Archives/measure_indiv_Archives8-12.aspx?billtype=HB&billnumber=485&year=2021
https://hiruc.org/
https://hiruc.org/
https://hiruc.org/
https://hiruc.org/
http://ilga.gov/legislation/BillStatus.asp?DocNum=3362&GAID=17&DocTypeID=SB&LegId=152856&SessionID=112&GA=103
https://www.ilga.gov/legislation/billstatus.asp?DocNum=4951&GAID=17&GA=103&DocTypeID=HB&LegID=152864&SessionID=112
https://www.ilga.gov/legislation/billstatus.asp?DocNum=4951&GAID=17&GA=103&DocTypeID=HB&LegID=152864&SessionID=112
https://www.ilga.gov/legislation/billstatus.asp?DocNum=4951&GAID=17&GA=103&DocTypeID=HB&LegID=152864&SessionID=112
https://legiscan.com/IL/bill/HB2755/2025
https://tax.illinois.gov/research/taxrates/motorfuel.html)
https://tax.illinois.gov/research/taxrates/motorfuel.html)

Tax Effective | Enactment

Bill Number Category Fee Category Date Date

Change Summary

Individual Reduces individual income tax rate from 3.05%
Indiana HB 1001 Income 1/1/25 5/4/23 to 3.00% as part of a phased rate reduction to
2.9% by 2027.

Increases excise tax rates on tobacco and vapor
products. The cigarette tax will rise from .995
cents per pack to $2.995 per pack of 20, the tax
on heavy cigarettes will triple, and the tax limit
on cigars will increase from $1 to $3 per cigar.

Indiana HB 1001 Excise 7/1/25 5/6/25 Othertobacco products will see their wholesale
tax rate increase from 24% to 30%, and the tax
on moist snuff and alternative nicotine products
will increase from 40 to 50 cents per ounce.
Vapor products will see their gross retail income
tax rate double from 15% to 30%.

Authorizes several counties to increase their

Indiana HB 1427 Misc. 7/1/25 5/6/25 innkeeper’s tax rates from 5% to 8% beginning
July 1.
lowa SF 2442 Individual 1/1/25 5/1/24 Tragsitionsfrom g_raduate(_i income tax to a flat
Income 3.8% rate, continuing multi-year reform.

Fully eliminates lowa’s inheritance tax as of

(S E] e KEs Wlzs S January 1, 2025, completing a phased repeal.
Reforms lowa's unemploymentinsurance (Ul)
lowa SF 607 Misc. 7/1/25 6/6/25 tax system, effective July 1. Specifically, this law
reduces the taxable wage base and lowers the
maximum Ul tax rate from 9% to 5.4%.
Kansas HB 2106 Sales and 11/25 5/23/22 Ellmlngtes remaining 2% state sales tax on
EE— Use groceries.

Discontinues the state property tax levies for the
Kansas educational building fund and the state

Kansas SB35 Property 7/1/25 4/7/25 institutions building fund and instead finances
these expenses with revenue from the state
general fund.

Creates a trigger-based system to reduce tax
rates when individual and corporate income tax
revenues exceed an inflation-adjusted FY 2024
baseline and the Budget Stabilization Fund
balance is atleast 15% of the prior year's general
fund tax collections. The individual income

Personal tax rate will be reduced first, until itreaches a
. .
Kansas SB 269 Income/ 2/1/25 4/10/25 flatrate of{lb, followed by redu;tlonstothe
Corporate corporate income tax surtax until the normal
Income tax and surtax reach a combined rate of 4%.

Finally, the privilege tax will be reduced until the
combined normal tax and surtax amountis 2.6%
for banks and 2.62% for trusts and savings and
loan associations. The first year an individual
income tax cut may be triggered under this law
istaxyear 2026.

Establishes a new sales tax exemption for busi-
nesses that make qualifying investments in data
Kansas SB98 Sales and 2/1/25 4/11/25 center prOJects:To be eligible, a o!a}ta center
— Use must invest a minimum of $250 million over five
years and create and maintain atleast 20 jobs, in

addition to meeting other eligibility criteria.
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https://www.in.gov/sba/files/HB1001.06.ENRS.pdf
https://legiscan.com/IN/bill/HB1001/2025
https://legiscan.com/IN/bill/HB1427/2025
https://www.legis.iowa.gov/legislation/BillBook?ba=SF2442&ga=90)
https://www.legis.iowa.gov/legislation/BillBook?ba=SF619&ga=89
https://legiscan.com/IA/text/SF607/id/3166891
https://www.kslegislature.gov/li_2022/b2021_22/measures/hb2106/
https://kslegislature.gov/li/b2025_26/measures/sb35/
https://kslegislature.gov/li/b2025_26/measures/sb269/
https://kslegislature.gov/li/b2025_26/measures/sb98/

Bill Number

Tax

Category Fee Category

Effective
Date

Enactment
Date

Change Summary

Kentucky

Kentucky

Louisiana

Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Minnesota

Minnesota

Minnesota

Minnesota

[92]
o]
-

Kentucky

Department
of Revenue

[
[s9]
N

T
o
N

HP 1278

HB 4001

HF 2887

T
e
O

HF 3911

Minn. Stat. §
297F.25

Minn. Stat.

§273.13
subd. 35

Misc.

Excise

Individual
Income

Corporate
Income

Salesand
Use

Salesand
Use

Corporate
Income

Individual
Income

Excise

Excise

Misc.

Excise

Property

7/1/25

7/1/25

1/1/25

1/1/25

1/1/25

7/1/25

1/1/25

1/1/25

1/1/25

7/1/25

7/1/25

1/1/25

1/1/25

3/26/25

12/4/24

12/4/24

4/26/24

5/20/25

10/4/23

3/7/23

5/24/23

6/14/25

5/21/24

Revamps the film production tax credit program
by establishing a new Kentucky Film Office

and Film Leadership Council and raising the
annual credit cap to $75 million. The enhanced
Kentucky Entertainment Incentive Program
offers refundable tax credits of up to 35%

of qualified expenditures for feature films,
television programs, documentaries, and
national touring Broadway productions filmed
in Kentucky.

Fuel taxes will automatically decrease by 1.4
cpg, to 25 cpg for gasoline and 22 cpg for
diesel.

Implements flat 3% individual income tax and
raises standard deduction to $12,500, indexed
to inflation.

Consolidates corporate income tax to a flat
5.5%, eliminating three-bracket system.

Shifts sales tax on leased tangible personal
property from lessorto lessee; allows resale
certifications and provides retroactive refunds
for prior purchases.

A 3% sales tax will be applied to various
business-to-business services, including data
and IT services. That same law also increases
multiple fees and excise taxes, including raising
the vehicle excise tax rate from 6% to 6.5%, the
cannabis tax rate from 9%to 12%, the sports
betting tax from 15% to 20%, and the vehicle
emissions inspection fee from $14 to $30.
Additionally, the law levies a 3.5% rental vehicle
tax, imposes a new tire fee of $5 per tire, and
extends the state’s 6% sales tax to vending
machine sales. Additionally, Maryland's fuel tax
rates will be adjusted for inflation.

Moves to mandatory single sales factor for
corporate income tax, replacing three-factor
apportionment.

Applies 75% retirementincome tax exemption
in 2025 as part of a phased repeal based on age;
full exemption beginsin 2026.

Raises fuel taxto 31.8 cents per gallon with a
3.5-cent per gallon debt surcharge according to
the National Highway Construction Cost Index
2.0; future increases indexed and capped at 3%
peryear.

Willincrease the excise tax rate on cannabis
from 10% to 15%, effective July 1, 2025, before
legal sales begin. Thatlaw also repeals a sales
tax exemption that previously existed for the
purchase of electricity by qualified data centers.

Producers thatsell, ship, or distribute prod-
ucts into Minnesota that contain packaging
or printed paper are required to register to
participate in the program by July 1.

Raises cigarette tax from 73.9 cents per pack.
Increases homestead property exclusion from

$30,400to $38,000 for home valued at $95,000

orless.
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https://legiscan.com/KY/bill/SB1/2025
https://revenue.ky.gov/Business/Motor-Fuels-Tax/Pages/default.aspx
https://revenue.ky.gov/Business/Motor-Fuels-Tax/Pages/default.aspx
https://revenue.ky.gov/Business/Motor-Fuels-Tax/Pages/default.aspx
https://www.legis.la.gov/legis/BillInfo.aspx?s=243ES&b=HB2
https://www.legis.la.gov/legis/BillInfo.aspx?s=243ES&b=HB2
https://legislature.maine.gov/billtracker/#Paper/2000?legislature=131)
https://mgaleg.maryland.gov/mgawebsite/Legislation/Details/hb0352?ys=2025RS
http://malegislature.gov/Bills/193/H4104
https://www.legislature.mi.gov/Bills/Bill?ObjectName=2023-HB-4001
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2887&ssn=0&y=2023
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0009&ssn=1&y=2025
https://www.revisor.mn.gov/bills/text.php?number=HF3911&version=0&session_year=2024&session_number=0
https://www.revisor.mn.gov/statutes/cite/297F.25
https://www.revisor.mn.gov/statutes/cite/297F.25
https://www.revisor.mn.gov/statutes/cite/273.13
https://www.revisor.mn.gov/statutes/cite/273.13
https://www.revisor.mn.gov/statutes/cite/273.13

Tax Effective | Enactment

Bill Number Category Fee Category Date Date

Change Summary

Reducesflatindividual income tax rate to 4.7%
Personal

Mississippi HB 531 | 1/1/25 4/5/22 to 4.4% as part of phased reduction to 4% by
ncome
2026.
Corporate Reduces corporate franchise tax to $0.50 per
Mississippi SB 2858 P 1/1/25 5/13/16 $1,000 of capital over $100,000; full repeal
Income
scheduled for 2028.
The sales tax rate on groceries will be reduced
from 7% to 5% on July 1. That same law also
increases the excise tax rate on gasoline by 3
Sales cpg each yearforthe nextthree years, raising
Mississippi B1 and Use/ 7/1/25 3/27/25 itfrom 18 to 21 cpg on July 1, followed by an
Excise increase to 24 cpg in July 2026 and 27 cpg in
July 2027. This is part of a broader tax package
focused on income tax rate reductions, but
those reductions begin nextyear.
Personal Reducestop income tax rate from 4.8%to 4.7%
Missouri SB3 1/1/25 10/5/22 under SB 3 and SB 5 (2022); phase-in continues
Income
toward 4.5% target.
Personal Reduces top income tax rate from 4.8%to 4.7%
Missouri SB5 Income 1/1/25 9/15/22 under SB 3 and SB 5 (2022); phase-in continues

toward 4.5% target.

Fuel tax rate will increase by 2.5 cpg, in accor-
Missouri SB 262 Excise 7/1/25 7/13/21 dance with annual motor fuel tax adjustments
putforward in SB 262, enacted in 2021.

The corporate income tax apportionment
formula will change from a three-factorformula
1/1/25 3/13/23 consisting of payroll, property, and double-
weighted receipts to a single-receipts factor
apportionmentformula.

Corporate

Montana SB 124
Income

Creates a nonrefundable income tax credit
for contributions made to pregnancy help
Personal organizations as defined by the state DOR equal
AESERS LB 937 Income s R to the lesser of the total contributions or 50% of
the taxpayer’s income tax liability, with an annual

cap of $500,000.

Creates a nonrefundable income tax creditfor
1/1/25 4/25/24 qualified shortline railroad maintenance expen-
ditures equal to 50% of expenditures incurred.

Nebraska LB 937 ol
Income
Creates four tax credits (3 nonrefundable and 1
refundable) to supportemployers and employ-
Nebraska LB 937 Personal 1/1/25 4/25/24 geswho provide dwectsuppgrttgﬁhose with
— Income intellectual developmental disabilities. Total
credits cannot exceed $2 million starting FY 28
and every fiscal year thereafter.

Creates the Caregivertax credit, a nonrefund-
able income tax credit for any family caregiver
who incurs expenditures related to the care
Personal of a family member. The credit equals 50% of
Nebraska LB 937 | 1/1/25 4/25/24 expenditures incurred amounting to $2,000
ncome . .
maximum or $3,000 for family members who
are veterans or are diagnosed with dementia.
Total credits may notamountto more than $2.5
million starting in FY 28.

Provides a refundable tax creditto employers
who pay relocation expenses for employees

Nebraska LB 1023 l(ricc)g?;);ate 1/1/25 4/25/24 equal to the amount of 50% of the expenses.
Stipulates salary requirements for relocating
employee.

Provides a sales and use tax exemption for
Salesand

Nebraska LB 937 Use 1/1/25 4/25/24 certain nonprofit organizations related to
property acquisition and development.
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http://billstatus.ls.state.ms.us/2022/pdf/history/HB/HB0531.xml
http://billstatus.ls.state.ms.us/2016/pdf//history/SB/SB2858.xml)
https://billstatus.ls.state.ms.us/2025/pdf/history/HB/HB0001.xml
http://www.senate.mo.gov/22info/BTS_Web/Bill.aspx?SessionType=E1&BillID=97872967)
http://www.senate.mo.gov/22info/BTS_Web/Bill.aspx?SessionType=E1&BillID=97871497
https://www.senate.mo.gov/21info/BTS_Web/Bill.aspx?SessionType=R&BillID=54298589
https://bills.legmt.gov/#/bill/20231/LC0294?open_tab=sum
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=54875
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=54875
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=54875
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=54875
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=55302
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=54875

Tax Effective | Enactment

Bill Number Category Fee Category Date Date

Change Summary

Provides for a deduction of 100% of certain

Nebraska LB 1394 el 1/1/25 4/18/24 income received by members of the National
Income . -
Guard from adjusted gross income.
Personal The top individual income tax rate is lowered
Nebraska LB 754 Income 1/1/25 5/31/23 from 5.84% 10 5.2%.
Corporate The corporate income tax rate is reduced from
Nebraska LB754 Income 1/1/25 5/31/23 6.50% to 6.24%.
Adjusts fuel tax rates from 30.4 to 31.8 cents per
Nebraska . . .
Nebraska Department  Excise 2/1/25 gallon, due to anincrease in the variable tax rate
=epartment. despite areduction in the average wholesale
of Revenue i
price of fuel.
Nevada SB 428 Sales and 1/1/25 6/15/23 Exempts child and adult diapers from sales and
= Use use taxes.
Ne Personal Repeals the tax oninterest and dividends
W B2 1/1/25 6/21/23 income by accelerating the phaseout from 2027
Hampshire Income
to 2025.
Personal Provides property tax relieffor seniors, cutting
el e Income iliees 11/24 their property taxes in half with a cap of $6,500.
Creates the Next New Jersey Program to
encourage the development of artificial
Corporate intelligence investments. The state will award
New Jersey S3432 P 1/1/25 7/25/24 up to $500 million in tax credits to businesses
Income . . i .
thatinvesta minimum of $100 million in capital
for business facilities dedicated to artificial
intelligence.
The sales tax exemption for zero-emission
vehicles is eliminated entirely, with all eligible
New Jersey Sales and vehicle purchases being taxable atthe general
New Jersey Division of Use 7/1/25 rate of 6.625% as of July 1. The exemption had
Taxes been partially phased out beginning October
1,2024, when areduced rate of 3.3125% was
applied.

Registration fee for electric vehicles will rise
New Jersey AB 4011 Misc. 7/1/25 from $250to $260 as a result of AB 4011,
enacted in 2024.

Amends corporate income tax to add "subpart

New Mexico HB 252 &i;p;r?;ate 1/1/25 2/5/24 F"into the taxable base and modifies which
filers can file as a water's edge entity.
Amends the limit of capital gains that may be
deducted from personal income tax to a new
Personal

New Mexico HB 252 1/1/25 2/5/24 maximum of $2,500. Also allows a deduction of
Income e . .
40% of up to $1 million of capital gain income
from sale of New Mexico based business.

Creates a personal and corporate income tax

creditequal to 1.5 cents per kilowatt-hour of
Personal

New Mexico HB 252 Income 1/1/25 2/5/24 electricity generated from geothermal energy.
Both PIT and CIT credits are capped at $5 million
annually.

New Mexico HB 252 Corporate 1/1/25 2/5/24 Creoatesasmgle corporate income tax rate of

Income 5.9%.
Creates an advanced energy equipmentincome
Corporate tax credit, similar to the federal credit offered by

New Mexico HB 252 IncoF:‘ne 1/1/25 2/5/24 IRC 45X. The creditis the lesser of 20 of qualified
expenses or $25 million, with total amount not to
exceed $25 million annually.

Personal Enacts income tax creditfor those whose homes

New Mexico HB 252 Income 1/1/25 2/5/24 were destroyed in a wildfire between 2021 and

2023.
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https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=55590
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=50792
https://nebraskalegislature.gov/bills/view_bill.php?DocumentID=50792
https://revenue.nebraska.gov/motor-fuels/fuel-tax-rates
https://revenue.nebraska.gov/motor-fuels/fuel-tax-rates
https://revenue.nebraska.gov/motor-fuels/fuel-tax-rates
https://www.leg.state.nv.us/App/NELIS/REL/82nd2023/Bill/10437/Overview
https://gc.nh.gov/bill_status/legacy/bs2016/bill_docket.aspx?lsr=1064&sy=2023&sortoption=&txtsessionyear=2023&txtbillnumber=HB2
https://www.njleg.state.nj.us/bill-search/2024/A4706
https://www.njleg.state.nj.us/bill-search/2024/S3432
https://www.nj.gov/treasury/taxation/zevnotice.shtml
https://www.nj.gov/treasury/taxation/zevnotice.shtml
https://www.nj.gov/treasury/taxation/zevnotice.shtml
https://pub.njleg.state.nj.us/Bills/2024/A4500/4011_I1.PDF
https://www.nmlegis.gov/Legislation/Legislation?chamber=H&legType=B&legNo=252&year=24
https://www.nmlegis.gov/Legislation/Legislation?chamber=H&legType=B&legNo=252&year=24
https://www.nmlegis.gov/Legislation/Legislation?chamber=H&legType=B&legNo=252&year=24)
https://www.nmlegis.gov/Legislation/Legislation?chamber=H&legType=B&legNo=252&year=24
https://www.nmlegis.gov/Legislation/Legislation?chamber=H&legType=B&legNo=252&year=24
https://www.nmlegis.gov/Legislation/Legislation?chamber=H&legType=B&legNo=252&year=24

Tax Effective | Enactment

Bill Number Category Fee Category Date Date

Change Summary

Personal Removes sunset date on armed forces retire-
New Mexico HB 252 Income 1/1/25 2/5/24 ment pay income tax exemption, remaining at
$30,000 allowed to be exempted.

Restructures personal income tax rates to
New Mexico HB 252 Personal 1/1/25 2/5/24 provide rate.reduc‘uons, increase the ngmber of
Income brackets, adjust rates, and change applicable

income ranges within each brackets.

The cannabis tax rate will automatically

New Mexico increase from 12%to 13% on July 1. The rates

New Mexico Taxation Excise 7/1/25 . . : o :
Revenue will continue to increase by 1% each year until
- reaching 18% in 2030.
Increases the payroll tax on large employers
pay 9 ploy
New York ABA3009C  Misc 2/1/25 5/9/25 within the Metropolitan Transportation Author-
E— ’ ity area in order to provide additional funds for
transit operations.
North Personal The individual income tax rate will be reduced
Carolina HB259 Income 11725 Lee from 4.5% to 4.25%.
Creates an exemption from the 30% excise
North tax on spirituous liquor when sold for at least
Carolina 5527 gecic iz LAz $50,000 per container. Thatsale is subjecttoa
use tax capped at $1,000.
North $105 Corporate 1/1/25 11/18/21 The corporate income tax rate will be reduced

Carolina — Income from 2.5%t0 2.25%.

The first $6 million of business gross receipts will

. Corporate no longer be subjectto the Commercial Activity
Sl HB33 Income s e Tax (CAT), the state’s gross receipts tax. The
previous exclusion was $3 million.
Oregon'’s EPR program will begin implemen-
O Oregon EPR Misc. 2/1/25 tation and aAssooated fees will begin belrjg
Program chargedto implement changesto recycling

programs in the state.

Allows banking institutions that are subject to
taxation in multiple states have the option to

Rhode Island HB 7927]( ﬁora:rate 1/1/25 6/24/24 allocate their Rhode Island netincome utilizing a
come single receipts factor or the current three-factor
income apportionment.
. Creates tax on electronic nicotine delivery
CIEriE systems (ENDS). Closed systems subjectto a
Rhodelsland | HJR7225 and 1/1/25 6/24/24 'II'I'. d
Tobacco $0.50 per milliliter tax. Open-system products
subjectto a 10% of wholesale cost tax rate.
Increases the amount of taxable pension and/
Rhodelsland | HJR7225 Personal 1/1/25 6/24/24 orannwtymcomethat;an beexemptgdfrom
— Income Rhode Island personal income tax will increase
from $20,000 to $50,000.
Reduces the tax credit given to members in
Rhode Island | HB 8325 Personal 1/1/25 6/14/24 pass—[throug(h entities that pay taxes underthe
. Income state’s elective pass-through entity tax from
100% to 90% of the taxes paid.
Rhode
Rhode lsland Island Excise 7/1/25 Inflation gdjustment will increase Rhode Island’s
Department state excise tax on gasoline from 37 to 38 cpg.
of Revenue
Includes a provision to temporarily reduce the
South Personal state’s top marginal individual income tax rate
Carolina H4025 Income e SR from 6.2% to 6% from July 1, 2025, through June

30,2026.
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https://www.nmlegis.gov/Legislation/Legislation?chamber=H&legType=B&legNo=252&year=24
https://www.nmlegis.gov/Legislation/Legislation?chamber=H&legType=B&legNo=252&year=24
https://www.tax.newmexico.gov/businesses/cannabis-excise-tax/
https://www.tax.newmexico.gov/businesses/cannabis-excise-tax/
https://www.tax.newmexico.gov/businesses/cannabis-excise-tax/
https://www.assembly.state.ny.us/2025budget/bills2025/enacted/A3009C.pdf
https://www.ncleg.gov/Sessions/2023/Bills/House/PDF/H259v7.pdf
https://www.ncleg.gov/BillLookUp/2023/S527
https://www.ncleg.gov/BillLookUp/2021/S105
https://www.legislature.ohio.gov/legislation/135/hb33
https://www.oregon.gov/deq/recycling/Pages/Modernizing-Oregons-Recycling-System.aspx
https://www.oregon.gov/deq/recycling/Pages/Modernizing-Oregons-Recycling-System.aspx
https://webserver.rilegislature.gov/BillText24/HouseText24/H7927.pdf)
https://status.rilegislature.gov/bill_history_report.aspx?year=2024&bills=7225
https://status.rilegislature.gov/bill_history_report.aspx?year=2024&bills=7225
https://status.rilegislature.gov/bill_history_report.aspx?year=2024&bills=8325
https://tax.ri.gov/sites/g/files/xkgbur541/files/2024-12/ADV_2024_29_Motor_Fuel_Increase.pdf
https://tax.ri.gov/sites/g/files/xkgbur541/files/2024-12/ADV_2024_29_Motor_Fuel_Increase.pdf
https://tax.ri.gov/sites/g/files/xkgbur541/files/2024-12/ADV_2024_29_Motor_Fuel_Increase.pdf
https://tax.ri.gov/sites/g/files/xkgbur541/files/2024-12/ADV_2024_29_Motor_Fuel_Increase.pdf
https://www.scstatehouse.gov/sess126_2025-2026/appropriations2025/ta25ndx.php

Tax Effective | Enactment

Bill Number Category Fee Category Date Date

Change Summary

Conforms South Dakota's bank franchise tax to
the IRC as of January 1, 2025, to ensure consis-
tency between state and federal tax regulations

South Dakota = HB 1028 Misc. 7/1/25 2/18/25 for financial institutions. South Dakota, with no
corporate orindividual income tax, imposes a
franchise tax on banks and financial institutions
based on their netincome.

Adds hydrogen gas to the state’s existing alter-
native fuels tax law. Hydrogen gas will then be

Tennessee Lot Excise e SR, exempt from the sales and use tax but subjectto
the alternative fuels tax of 21 cents per gallon.
Tennessee SB 763 Misc. 7/1/25 5/2/25 WEII taxvapor products at 10% of the wholesale
— price beginning July 1.
Sales and Sales of wine on the premises or satellite

Tennessee HB 160 Use 7/1/25 2/18/25 facilities of wineries or wine farms will be exempt
from the 15% liquor-by-the-drink tax.

Enacts the Cannabinoid Licensing and Tax
Utah HB 52 Excise 1/1/25 3/12/24 Act, which establishes a 10% tax on the sale of
industrial hemp.

Removes the 200-transaction economic nexus
threshold for sales tax purposes, simplifying
compliance requirements for remote sellers
Salesand and aligning Utah with the trend among states
Sl 847 Use AL IS to eliminate transaction thresholds. Under the
revised law, businesses will need to meet the
$100,000 gross revenue threshold to establish
economic nexus in the state.

Established gradual increases to the beer tax
Utah HB 548 Misc. 7/1/25 3/14/24 rate. On July 1, the beer tax will increase from
$13.35t0 $13.60 per 31-gallon barrel of beer.

Implements an electric vehicle infrastructure
fee. Drivers of battery electric vehicles will be

Transpor- : . .
Vermont H 868 tationp/ 1/1/25 6/3/24 required to pay $89 for one year, in addition
— Vehicle to the standard $89 registration fee. Drivers

of plug-in hybrid vehicles will pay halfthe rate,
$44.50, for one year.

Delays the implementation of a mileage-based
Vermont HB 488 Misc. 7/1/25 6/3/25 user fee program for EVs from July 1 until
January 1, 2027.

Extends Vermont's telephone personal
Vermont HB 493 Property 7/1/25 5/22/25 property tax by a year, repealing the tax on July
1,2026, instead of July 1, 2025.

Increases the maximum amount of the historic
rehabilitation tax credit that may be claimed by

Virginia HB 960 :Dnecrcs)snnsl 1/1/25 4/4/24 ataxpayer in any taxable year from $5 million
to $7.5 million, including amounts carried over
from prior taxable years.

Mobile sports betting operators will see
changesto theirtax treatment. Specifically,

Viteftite HB 1600 Misc 7/1/25 5/2/25 operators will be prohibited from excluding

bonuses or promotions from their adjusted
gross revenue after they have been in operation
for 12 months.

Taxes on gasoline, diesel, and alternative fuels
willincrease from 30.8 to 31.7 cpg, and the

et diesel tax will increase from 31.8 t0 32.7 cpg.
R Department . e e
Virginia Excise 7/1/25 The additional wholesale tax will increase
of Motor li
Vehicles by 3 cpg, to 9.3 cpg on gasoline and 9.4 cpg

ondiesel. The Highway Use Fee will also be
automatically adjusted.
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https://sdlegislature.gov/Session/Bill/25617
https://wapp.capitol.tn.gov/apps/BillInfo/default.aspx?BillNumber=SB2307&GA=113
https://publications.tnsosfiles.com/acts/114/pub/pc0324.pdf
https://wapp.capitol.tn.gov/apps/BillInfo/Default.aspx?BillNumber=HB0160
https://le.utah.gov/~2024/bills/static/HB0052.html
https://le.utah.gov/~2025/bills/static/SB0047.html
https://le.utah.gov/~2024/bills/static/HB0548.html
https://legislature.vermont.gov/bill/status/2024/H.868
https://legislature.vermont.gov/bill/status/2026/H.488
https://legislature.vermont.gov/bill/status/2026/H.493
https://legacylis.virginia.gov/cgi-bin/legp604.exe?241+sum+HB960
https://budget.lis.virginia.gov/get/budget/5130/HB1600/1080188.PDF
https://www.dmv.virginia.gov/businesses/tax-act/fuels/tax-rates
https://www.dmv.virginia.gov/businesses/tax-act/fuels/tax-rates
https://www.dmv.virginia.gov/businesses/tax-act/fuels/tax-rates
https://www.dmv.virginia.gov/businesses/tax-act/fuels/tax-rates

Bill Number

Tax
Category

Fee Category

Effective

Date

Enactment

Date

Change Summary

Washington

Washington

Washington

West Virginia

West Virginia

Wisconsin

Wisconsin

Wisconsin

Wyoming

Wyoming

Wyoming

RCW

4.36.680

SB 5813

SB 5801

SB 2033

§11-21-4i

SB791

AB 1023

Haw. Const.
art. IX, § 11

[
@
[¢8)

Property
Tax

Misc.

Excise

Personal
Income

Personal
Income

Alcohol

Transpor-
tation/
Vehicle

Personal
Income

Property
Tax

Property
Tax

Property

1/1/25

7/1/25

7/1/25

1/1/25

1/1/25

1/2/25

1/1/25

1/1/25

1/1/25

1/1/25

7/1/25

5/20/25

7/27/25

10/8/24

3/4/23

12/7/24

3/21/24

3/5/24

11/5/24

3/21/24

2/24/25

Exempts the state portion of personal property
tax for qualifying renewable energy facilities.
Renewable energy facilities that are granted the
personal property tax exemption must also pay
new excise taxes based on the generation or
storage capacity of the facilities.

Increases the estate tax exemption from $2.193
million to $3 million and establishes a progres-
sive rate structure with a top rate of 35% for
estates exceeding $9 million, making Wash-
ington the state with the highest estate tax rate
in the nation. This is dramatically higher than
Hawai'i's 20% top rate, with which Washington
was previously tied, and more than double the
next-highest top rate of 16%, found in multiple
states.

Willincrease the gas tax from 49.4 to 55.4 cpg,
and the tax on special fuel will increase by
$0.03 per gallon. Other significant changes to
Washington's tax code will take effect after July
1, and are discussed later in this publication.

Reduces personal income tax rates by 2%.

Reduces personal income tax rates by 4% as the
result of atrigger effect that reduces personal
income tax rates by a maximum of 10% and trig-
gers any time the state collects more revenue
thanitdidin 2019.

Create and increase permit fees on alcohol
distributors.

Establishes an electric vehicle charging tax ata
rate of 3 cents per kilowatt-hour.

Increases the percentage of the federal child
and dependent care tax credit that taxpayers
can claim as a state creditfrom 50% to 100% and
increase the amount of expenses taxpayers can
use to calculate their state credit.

Creates a separate category for residential
property for taxation purposes and allows the
legislature to further treat owner-occupied
residential property differently.

Provides a 50% property tax exemption
forhomeowners aged 65+ who have paid
Wyoming property taxes for at least 25 years
and military members domiciled in the state.
The exemption appliesto a property’'s assessed
value, sunsets July 1, 2027, and is supplemented
by SB 89, which doubles the exemption for
certain veterans.

Clarifies that occasional or isolated sales of
tangible personal property are not taxable busi-
ness activities. This provides relief for individuals
engaging in occasional sales, usually yard sales,
garage sales, or other personal property dispo-
sitions, so that such activities do not trigger
registration or compliance requirements.
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https://dor.wa.gov/sites/default/files/2024-01/sn_RenewableEnergyGenerationorStorageFac.pdf
https://dor.wa.gov/sites/default/files/2024-01/sn_RenewableEnergyGenerationorStorageFac.pdf
https://app.leg.wa.gov/billsummary?BillNumber=5813&Year=2025
https://app.leg.wa.gov/billsummary?BillNumber=5801&Year=2025
https://www.wvlegislature.gov/Bill_Status/Bills_history.cfm?input=2033&year=2024&sessiontype=2x&btype=bill
https://code.wvlegislature.gov/11-21-4I/
https://docs.legis.wisconsin.gov/2023/proposals/reg/sen/bill/sb268
https://docs.legis.wisconsin.gov/2023/proposals/sb791
https://docs.legis.wisconsin.gov/2023/proposals/ab1023
https://sos.wyo.gov/Elections/Docs/2024/Results/General/2024_General_Statewide_Constitutional_Amendment_Summary.pdf
https://sos.wyo.gov/Elections/Docs/2024/Results/General/2024_General_Statewide_Constitutional_Amendment_Summary.pdf
https://www.wyoleg.gov/Legislation/2024/HB0003
https://wyoleg.gov/Legislation/2025/HB0040

Interior of the Michigan State Capitol building rotunda, Lansing, Michigan.

Individual Income
Tax Changes

Individual income taxes affect all Americans by shaping
their spending power. For example, child tax credits
(CTCs) can reduce costs for families and increase
their disposable income. Many states and territories
have recently restructured their individual income

tax systems. Since 2021, 28 states have adopted rate
reductions, while others, including the District of
Columbia, have been raising their top marginal rates.
In addition, states are opting for flatincome tax models
to simplify compliance and enhance economic compet-
itiveness. The territories have adopted a graduated
income tax system modeled after the Internal Revenue
Code. Figure 1 compares the individual income tax
structures throughout the country at the state level.

Flattaxes on individual income are gaining popularity
among states because they are perceived as improv-
ing tax predictability via a single, consistent rate for

all taxpayers. However, critics argue that without
accompanying measures such as refundable credits
or exemptions, flat taxes may increase the relative tax
burden on lower- and middle-income households.
Over the last ten years, six states have enacted a flat
tax system (Arizona, Georgia, Idaho, lowa, Louisiana,

and Mississippi), and there are a total of 15 states that
have a flatincome tax system (Arizona, Colorado, Geor-
gia, Idaho, lllinois, Indiana, lowa, Kentucky, Louisiana,
Michigan, Mississippi, North Carolina, Pennsylvania,
Utah, and Washington). Alabama, Missouri, and Okla-
homa have almost graduated-rate income tax systems,
where most taxpayers have a substantial portion of
their income taxed at the highest rate and effectively
pay a rate close to the top rate.

In addition, state governments are reducing individ-
ual income tax rates to allow residents to keep more
income. Indiana HB 1001 (2023), lowa SF 2442 (2024),
Louisiana HB 10 (2024), Mississippi HB 531 (2022),
Missouri SB 3, Nebraska LB 754 (2023), New Mexico
House Bill 252 (2024), North Carolina HB 259 (2023,
West Virginia SB 2033 (2024), and South Carolina
SB 1087 (2022) implemented rate cuts taking effect

in 2025. States are implementing rate reduction

measures to offer direct tax relief, make theirtax codes
more competitive, and ease pressure on constituents’
household budgets. Thisis pertinentin an era of rising
living costs, with national Consumer Price Index (CPI)
inflation increasing by about 23% from January 2021 to
January 2025. This means if the cost of an individual's
monthly market basket (e.g., spending on groceries,
transportation, and clothes) was $200 in January 2021,
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this same monthly market basket would cost $246.62
in January 2025.

Furthermore, state and territory governments are
pursuing targeted relief measures to offer financial

support to specific taxpayers without significantly
impacting their budgets. Hawai'i HB 2404 (2024)
sought to reduce “bracket creep” effects by raising
standard deductions and widening income tax brack-
ets. Kansas SB 01 (2025) aimed to provide relief for
seniors by exempting Social Security benefits from

taxation and increasing tax credits for dependent care
expenses. Rhode Island SB 2313 (2024) helped retir-
ees by expanding exempt taxable retirement income
from $20,000 to $50,000. New Mexico SB 424 (2025)
focuses on supporting healthcare workers in under-
served communities by expanding eligibility for the
Rural Healthcare Practitioner Tax Credit.

Corporate Income Tax and
Other Business Tax Changes

Corporate income taxes shape key investment deci-
sions made by American businesses. States have been
revising their corporate tax structures through a mix
of strategies that aim to support economic growth or
stabilize revenue. The top marginal corporate income
tax rate in the territories has remained unchanged
within the past six years. Figure 2 compares the top
marginal corporate tax rates.

Regarding rate adjustments, on the one hand,

Nebraska LB 754 (2023), North Carolina SB 105 (2021),
Pennsylvania HB 1342 (2021/2022), and Louisiana HB

2 (2024) lowered corporate income tax rates, with this

change effective from January 2025. On the other

Figure 1: Individual Income Tax Structures By State and Territory

Figure 1 highlights the individual income tax structures of each state in 2025.
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NOTE: Alabama, Missouri, and Oklahoma have nearly flat graduated-rate income taxes. Guam, the Northern Mariana Islands, and the U.S.
Virgin Islands have a graduated-rate income tax modeled after the U.S. Internal Revenue Code. Figure last updated on July 31, 2025.

SOURCE: Tax Foundation, 2025.
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New Mexico State Legislature, House Chamber. New Mexico State Capitol building, Santa Fe, New Mexico

hand, New Mexico HB 252 (2024) took the opposite
approach by eliminating its lower bracket, which
increased the overall rate. New Jersey AB 4704 (2024)
took similar measures to increase the tax burden for
corporations by establishing a Corporate Transit Fee.
Guam LB 11-38 (2025) seeks to reduce the territory’s
Business Privilege Tax from 5% to 4%, and Puerto Rico
Act 60 (2019) offers a corporate tax rate as low as 4%.

For capital investment incentives, Louisiana HB 10
(2024) adopted permanent full expensing for capital
investments, while Nebraska LB 1023 (2024) imple-
mented partial expensing by permitting 60% of first
year coststo be deducted. These changes are intended
to provide businesses with faster cost recovery and
thereby make capital-intensive projects more feasible.

In addition, state governments are seeking to support
business resilience and innovation through corporate
tax policy. Connecticut HB 5524 (2024) and Rhode
Island HB 7225 extended net operating loss (NOL)
carry-forward periods, which will allow businesses

greater flexibility in offsetting future profits with past
losses, affording them additional financial stability.
New Jersey AB 4558 (2024) introduced a tax credit
to promote investments in artificial intelligence.

Innovation credits drive growth in emerging sectors.
Alaska SB 113 (2025) amends the Multistate Tax
Compact and introduces tax apportionment rules for
highly digitized businesses in Alaska, effective January
2026. American Samoa, via HR 399, seeks to continue
the American Samoa Economic Development credit
to support Star-Kist, the largest private employer in
the territory.

A unique example is Delaware, which is known for
not taxing profits from business activities conducted
outside the state. If a businessisincorporated in Dela-
ware but conducts operations elsewhere, the business
typically does not owe Delaware corporate income tax
on profits earned from those operations.

Furthermore, states have engaged in apportionment
and structural changes to corporate income tax
systems. This approach reduces tax liability for multi-
state businesses with significant out-of-state sales and,
in doing so, attracts companies to set up headquarters
or distribution centers in their state. Montana SB 124
(2023) and Massachusetts HB 4104 (2023) adopted
a single-sales factor apportionment formula, which

calculates tax liability based solely on sales.
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Sales and Use Tax Changes

Sales taxes directly impact the prices of goods and

services purchased and therefore go hand-in-hand
with cost of living and household expenses. States are
adjusting sales tax systems to provide additional relief
and maintain stable revenue streams. These changes
included grocery tax breaks, sales tax holidays,
exemptions for essential goods, and business incen-
tives. Regarding grocery tax relief state legislation,
Oklahoma HB 1955 (2024), Kansas HB 2106 (2022), and
Alabama HB 386 (2025) eliminated or reduced grocery
taxes, with changes taking effect between 2023 and

2025. Similarly, Arkansas HB 1685 (2025) and lllinois
HB 3144 (2025) are scheduled to eliminate grocery
taxes by 2026.

In addition, state governments have expanded sales
tax holidays and consumer goods exemptions. Florida
SB 7034 (2025) aimed to renew several sales tax holi-
days foritems such as disaster preparedness supplies,
school supplies, recreational gear, and power tools.
California AB 1203 (2023) eliminated the sales tax on
breast pumps. And South Carolina HB 3563 (2024)
exempted feminine hygiene products from the state’s

salestax. Arizona, Georgia, Indiana, Mississippi, Maine,

Figure 2: Comparing Corporate Income Tax Rates

Figure 2 shows top marginal corporate income tax rates by region, as of January 1, 2025
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NOTE: Ohio, South Dakota, Nevada, Washington, Wyoming, North Carolina, and Texas do not have a corporate income tax.

SOURCE: Tax Foundation, 2025.
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Utah State Capitol building, Salt Lake City, Utah.

Missouri, Nebraska, New Jersey, and Tennessee have
introduced sales tax exemptions aimed at reducing
operating costs for businesses.

Furthermore, state governments utilize sales tax base
expansionsto broaden sales tax bases and capture new
revenue. Louisiana HB 10 (2024) restored its 5% sales
tax rate, ending a temporary sales tax reduction and
expanding its sales tax base to include digital goods.
Georgia HB 581 (2024) authorized local governments
to impose new local sales taxes to offset the cost of
newly enacted property tax relief programs.

States continue to use tax incentives to spur economic
growth and boost business investment. Georgia SB
344 (2024) adopted a corporate income tax break
for companies that are utilizing grants for broadband
infrastructure investments. Similarly, Florida HB 7073
(2024), Utah HB 153 (2024), and Wisconsin AB 1023
(2024) enacted or enhanced CTCs and similar family
support programs. These CTC-related policies not only

enable families to offset the rising costs of raising chil-
dren and improve financial stability but also incentivize
businesses to offer childcare solutions that benefit both
employers and working families.

Other Tax Changes,
Routine Adjustments and
Administrative Changes

There are other taxes that impact various aspects of

life for Americans, such as property, gas, and electric
vehicle (EV) taxes. States and territories are pursuing
adjustments to additional tax categories in an effort
to stabilize revenue structures, promote fairness, and
support public services. Wyoming SJ 0003 (2023) led
tothe approval of a ballot measure that separates resi-

dential and non-residential property classifications.
New Jersey AB 4011 (2024) raised gasoline and diesel
taxes. North Carolina GS 105-449.80 decreased its
motor fuels tax rate to 40.3 cents per gallon. Wisconsin
SB 791 (2023) imposed a three cent per kilowatt-hour
excise tax on electricity delivered to an EV's battery
from an EV charging station. And Rhode Island HB 7225
(2024) expanded its tax base to include electronic nico-
tine-delivery system products.

Furthermore, state governments implement standard
tax adjustments atthe beginning of each calendar year.
This includes updates to income tax brackets, standard
deductions, unemployment insurance tax formulas,
and interest rates on unpaid taxes. These updates play
a key role in maintaining accurate and functional tax
systems.
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New Tax Legislation Enacted
in 2025

Legislators can keep abreast of best practices and
examples of successful tax reforms by monitoring
recent tax legislation passed by states and territories.
In the first quarter of 2025, several states enacted
new tax laws to reflect evolving priorities. These new
tax laws included income and corporate tax adjust-
ments, enhanced compliance measures, and business
incentives.

Regarding income tax changes, Kentucky HB 1 (2025)
reduced its individual income tax rate from 4% to 3.5%.
Kansas SB 269 (2025) adopted a flat 4% individual
income tax rate which replaced its graduated structure.
Mississippi HB 1 (2025) advanced its phased income
tax reduction with future cuts tied to revenue triggers.
The same legislation lowered the grocery sales tax and
increased the gas tax.

On corporate income tax adjustments, ldaho HB 40
(2025) reduced the state corporate income tax rate
from 5.695% to 5.3%. Utah HB 153 (2025) lowered the
state corporate income tax rate from 4.55% to 4.5%.

L : r

Kansas State Capitol building, Topeka, Kansas.

Alabama HB 379 (2025) exempts specific categories of
nonresidents from state individual income taxes if they
worked for 30 or fewer days in the state during the year.

On state governments’ conformity with federal tax
laws, Arizona HB 2688 (2025), Idaho HB 3 (2025),
Kentucky HB 775 (2025), Ohio HB 14 (2025), South
Dakota HB 1028 (2025), and West Virginia HB 2025
(2025) all passed measures to meet Internal Revenue
Code requirements for 2025.

On administrative and regulatory changes to state tax
systems, lllinois HB 4951 (2024) implemented previ-
ously enacted limitations on net operating loss deduc-
tions through 2026.

On state-level incentives and credits, Michigan HB 5100
(2023)and HB 5101 (2024) reintroduced a research and
development (R&D) tax credit, applicable to tax years
beginning in 2025. Texas issued guidance on how to
apply franchise tax credits and carry forwards. North
Dakota updated its Voluntary Disclosure Program to
clarify eligibility and look-back requirements.

RERERSTRERESLRELS
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State Tax Burden and Revenue Tax Structures:

Understanding the Landscape

The state and local tax burden reflect the share of

personal income residents pay toward state taxes,
with direct implications on their quality of life in terms
of their disposable income, cost-of-living, and quality
of public services they receive. These taxes include
individual and corporate income taxes, property taxes,
general and selective sales taxes, and various miscel-
laneous taxes. Policy makers should not only evaluate
the efficiency and sustainability of their tax systems but
also understand how tax systems impact households
across income levels and business activity.

Methodology for Calculating
Tax Burdens

While there are several ways in which tax burdens
can be calculated at both the federal and state level.
Figure 3 shows a clear formula provided by the Tax
Foundation.

Figure 3

Tax Foundation Calculation

State and Local Taxes Paid
by a State’s Residents

State
Tax =
Burden

State’s Share of
Net National Product

This formula reallocates certain revenues to the states
where taxpayers reside, rather than where the tax is
collected, asitaccounts for “tax exporting” (e.g., when
tourists pay sales tax or nonresidents pay property tax
on second homes). Also, this resident-based estimate
of the tax burden helps distinguish between a state's
tax collections and the actual tax experience of its
residents.

To provide an example, there is a state where 9,000
households have an average income of $30,000 and an
average total tax rate of 10% on this income ($27 million
in taxes paid). Also, in this state, 1,000 households have
an average income of $60,000 with an average total tax
rate of 20% on this income ($12 million in taxes paid).
The state’s total income, or its share of net national
product, would be $330 million. Total taxes paid would
be $39 million. The average state tax burden would
therefore 39 million divided by 330 million, or 11.8%.

Variations in Tax Burdens

Across States

State and local tax burdens vary throughout the coun-
try, highlighting the broad spectrum of fiscal struc-
tures, policy choices, and economic conditions. The
latest data from the Annual Survey of State and Local

GovernmentFinances, from 2022, shows that per-cap-

ita tax collections differ, ranging from under $3,000 in
Alaska to over $12,000 in New York and Connecticut.
These differences amountto several thousand dollars
per year for a middle-income family, with notable impli-
cations for household budgets, financial planning, and
decisionsto relocate. Figure 4 directly compares state
and territory tax burden levels by geographic region.

States seek to ensure alignment between tax systems,
fiscal goals, and the needs of their residents. In states
with higher tax burdens, tax revenue is used to support
a wide range of public services (e.g., education),
economic growth, and affordability. In lower-burden
states, tax revenue is used to maintain core government
services and anticipate future needs. Itis important to
clarify that tax burden figures alone do not provide a
complete picture of a state's fiscal health or the quality
of its public services. The value that residents receive
from state public spending can vary depending on how
revenues are allocated and managed and varies greatly
by income bracket.
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Figure 4: How Much Do Residents Pay? State and Territory Tax Burdens by CSG Region

Figure 4 compares state and local tax burdens by showing the share of personal income paid in taxes and the total amount collected per

resident. Each state and territory is compared to its regional CSG peers.

State-Local Tax

Burden as a Share Total Tax Burden

State-Local Tax

Burden as a Share Total Tax Burden

CSG Midwest  of State Income (per Capita) CSG East of State Income (per Capita)
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MICHIGAN MASSACHUSETTS 11.50% $7,565
MINNESOTA NEW HAMPSHIRE 9.60% $6,593
NEBRASKA NEW JERSEY 13.20% $9,648
NORTH DAKOTA NEW YORK 15.90% $12,083
OHIO EEE PENNSYLVANIA  [RICOPA 72
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WISCONSIN VERMONT 13.60% $7,958
p.c. [FEI $11,654
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U.S.V.I.  NO DATA NO DATA
CSG West CSG South
ALASKA ALABAMA $4,585
ARIZONA ARKANSAS $5,031
cALIFORNIA rrorioa XA 5505
COLORADO GeoraiA EXIEA $4,862
HAWAI" kentucky  [EXETA S4669
IDAHO $5,402 LouisianA  [IEEIA $4,762
MONTANA mississippl  JEXIEA $4,220
NEVADA missour  |EEIEA $4,953
NEW MEXICO NORTH CAROLINA  [JEXIEA $5,299
OREGON okLaHoMA XA $4,527
UTAH SOUTH CAROLINA  [JEXTTA $4,596
WASHINGTON rennessee  [EZR 463
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AMERICAN SAMOA  NO DATA NO DATA VIRGINIA  [EEE $7,979
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NOTE: As of June 2, 2025, the latest data from the Annual Survey of State and Local Government Finances (ALFIN) is from 2022. Data was
unavailable for American Samoa, the U.S. Virgin Islands, Guam, Puerto Rico and the Northern Mariana Islands. SOURCE: Tax Foundation, State-

Local Tax Burden Rankings FY 2022

Regional trends in tax burden

and factors

Regional patterns offer valuable insights into the spec-
trum of tax burdens across different states. Inthe CSG
Eastregion, all states (except for New Hampshire and
Pennsylvania) reported tax burdens above the national
average of 11.2%. In contrast, in the CSG South region,
all states (except Virginia) have lower tax burdens than
the national average. The CSG Midwest and West
regions displayed a less clear trend, with states being

both above and below the national average.

Several structural and economic factors help explain
why certain states consistently report relatively higher

or lower tax burdens. On the one hand, New York,
Connecticut, and Hawai'i have historically higher tax
burdens. In many cases, these states have higher levels
of public spending in areas such as education, which
require more robust revenue streams.

On the other hand, states that rely heavily on tour-
ism taxes may export a significant portion of their
tax burden to nonresidents. This can result in lower
measured burdens for residents despite high per-cap-
ita collections. Florida, for example, ranks lower in tax
burden partly due to its tourism-driven economy,
where both visitors and residents contribute to state
revenues. Another factor is federal funding. There are
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Figure 5: State Expenditure Sourced from Federal Funds and State-Local Tax Burden

Figure 5 compares state-local tax burdens with the percentage of state expenditures sourced from federal funds.

State-Local Tax Burden as a Share

Percentage of State Revenue from

State Region of State Income Federal Funds
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IUNOIS | MiDWesT
NDANA | MIDWeST
owa | miDwesT
KANSAS | MIDWesT
KENTUCKY | souTH
Loussiana | souTH
MAINE | East
MARYLAND | EAST
MASSACHUSETTs | EAST
MICHIGAN | MIDWeST
MINNESOTA |  MIDWEST
MISSISSIPPI | SOUTH
MISSOURI | souTH
MONTANA | wST
NEBRASKA |  MIDWEST
NEVADA | weST
NEW HAMPSHIRE |  EAST
NEW JERSEY | EAST
NEWMEXICO | WEST
NEWYORK | EAST
NORTH CAROLINA | SOUTH
NORTH DAKOTA MIDWEST
oo | mipwest
OKlaHoMA | soUTH
OREGON | WEST
RHODE ISLAND | EAST
SOUTH CAROLINA | EAST
SOUTHDAKOTA | SOUTH
TENNESSEE |  MIDWEST
Teas | sour
UTAH | souTH
VERMONT |  wesT
VIRGINIA | souTH
WASHINGTON | WST
WESTVIRGINIA | SOUTH
WISCONSIN | MIDWEST
WYOMING | wesT
AMERICAN SAMOA WEST NO DATA NO DATA
GUAM WEST NO DATA NO DATA
N.M.I. WEST NO DATA NO DATA
PUERTO RICO EAST NO DATA NO DATA
U.S.V.I EAST NO DATA NO DATA

NOTE: As of July 31, 2025, the latest data presented is from 2022. Data was unavailable for American Samoa, the U.S. Virgin Islands, Guam,
Puerto Rico and the Northern Mariana Islands. SOURCES: Tax Foundation, 2025; Pew Research Center, 2024.
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states with relatively low state-local tax burdens that

source a significant percentage of state revenue from
federal funding, such as Alaska and Louisiana. Figure
5 compares state-tax burdens with state and territory
revenue sourced from federal funds.

State-local tax burden levels also evolve over time due
to changes in economic conditions, tax policy, and
revenue collection trends. A strong stock market may
temporarily raise tax burdens in states with high-in-
come earners, while recessions may reduce collec-
tions or shift the mix of taxes paid. Understanding
these dynamics can help state policymakers evaluate
whether their current revenue systems are aligned
with long-term fiscal goals and the needs of their
constituents.

How have tax burdens changed

over time?

Across the last four decades, state-local tax burdens
have fluctuated, with significant variations across
states. On the one hand, Alaska’s tax burden declined
from 8.9% in 1980 to 4.6% in 2022 due to its reliance
on oil revenues and absence of broad-based income
or sales taxes. On the other hand, Connecticut’s
tax burden rose from 10.5% to 15.4% over the same
period, influenced by the introduction of a broad-
based income tax in the early 1990s and a growth in
per capita income. These examples not only illustrate
how state-specific economicfactors and policy choices
contribute to the evolving landscape of tax burden but
also provide useful insights for policymakers as they
formulate policies related to state-local tax burdens.

Tax Structures and
Their Implications

The tax burden of any state or territory is influenced
not only by the types of taxes it decides to levy but
also by how those taxes are structured and applied.
The difference between tax policy as it appears on
paper versus the actual experience of taxpayers is best
understood through concepts of “statutory tax rates”

and "effective tax rates.”

The statutory tax rate is the rate on taxable income in a
certain tax bracket. The effective tax rate is the percent-
age ofincome paid after factoring in tax breaks such as
deductions, credits, and exemptions. For example, an
individual making $50,000 is found to be in a bracket
with a maximum statutory tax rate of 20%. However,
the effective tax rate for this individual could be 8%
after factoring in the standard deduction and other
eligible tax breaks.

This difference between statutory and effective rates
explains why states with similar tax structures on paper
could produce different outcomes in practice. For poli-
cymakers, comparing both measures provides a clearer
picture of how tax policy affects different households
and whether tax policies are working as intended.

The Tax Foundation’s State Tax Competitiveness Index

also compares the tax competitiveness of each state.
Table 2 compares each state’s index score relative to
its CSG region’s average score and national average
score.

Senate Chamber of the State House, Hartford, Connecticut
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Table 2: How State-Local Tax Burdens Have Shifted Over Time

Table 2 shows changes in state-local tax burdens as a percentage of state income from 1980-2022. The data highlights how tax burdens have

evolved nationally and across individual states over time.
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A positive deviation score means a state or territo-
ry’s tax structure is more competitive than its CSG
regional or national average. In other words, a higher
tax competitiveness index score indicates that a state
has a well-structured and relatively neutral tax system.
South Dakota has the highest index score among its
CSG Midwest peers as it forgoes individual income,
corporate income, and gross receipts taxes. Wyoming
has the highest score among its CSG West peers as it
does not have individual income and corporate income
taxes, instead relying on severance taxes and pipeline
property taxes. New Hampshire has the highest index
score among its CSG East peers as it does not have
a sales tax and has an individual income tax that only

applies to income on interest and dividends. Florida

has the highestindex score among its CSG South peers
asithasnoindividual income tax, a competitive corpo-
rate income tax (5.5%), a relatively low sales tax rate,
and no tax on capital stock.

Major State Tax Sources

and Trends

Where states get their revenue

States and territories rely on various taxes to fund
public services, with most states drawing revenue
from a combination of individual income, corporate
income, and sales taxes. It is important for state
leaders, policymakers, and the public to understand

Figure 6: Comparing State Tax Competitiveness in 2025

Figure 6 shows each state’s Tax Competitiveness Index Score in 2025, and compares it with the CSG regional average score and national
average score. A higher score indicates that a state has lower tax competitiveness, while a lower score indicates that a state has a higher tax

competitiveness.
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Competitiveness  Regional National Competitiveness  Regional National
Index Score in Average Average Index Score in Average Average
CSG Midwest Score Score CSG East 2025 Score Score
SOUTH DAKOTA 245
ot oakoTe i vewwawpsin: NN N 0SS
INDIANA J o2z 043 DISVAWNUN 535 = | 0.15
MICHIGAN | 008 0.29 PENNSYL“\:::\:\:E _m B o047 :z';‘;
WISCONSIN | 009 012 W M o34 _0'45
IOWA | 011 0.1 wassachuserrs TR flots _0'64
NEBRASKA J 025 0.04 ERMONT | -0.03 -0.7
KANSAS J 028 0.07 ARYLAND [ 45 ] | -0.09 .
oHIo  |ER I o054 033 = Wl o2 085
LLLINOIS — P 043 connecticuT  IZXENEE B o4 -1.07
MINNESOTA B 093 072 °-C XA B o052 ALK
NEw JERSEY  IERCIEN [ 0] 151
NEW YORK _ -1.58
CSG West CSG South
wYomING s FLORIDA 158
ALASKA e ] 185 rexas SN 08
MONTANA B o7 112 UANUSSI I 594 | 0.74
DGIONN 56 | | o1s 0.4 NORTH CAROLINA 0.37
ARIZONA m 0.01 0.26 MISSOURI m 0.34
UTAH -0.02 0.23 OKLAHOMA 0.07
NEVADA | -0.08 017 KENTUCKY 0.02
orecoN T B o4 0.15 WEST VIRGINIA -0.03
COLORADO m . -0.43 -0.18 GEORGIA -0.1
NEW MEXICO . -0.43 -0.18 MISSISSIPPI -0.11
HAWAI'I B o093 -0.68 VIRGINIA - IEFT B o2 -0.11
WASHINGTON m - -1.01 -0.76 SOUTH CAROLINA m . -0.35 -0.21
CALIFORNIA -1.32 ARKANSAS - -0.49 -0.35
ALABAMA B 057 -0.43
LOUISIANA B s 0.46
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SOURCE: Tax Foundation, 2025
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the various sources of state taxes and how they may

impactaregion’s economic health. According to 2024
data from the Annual Survey of State Government Tax
Collections, the largest sources of total state tax collec-
tions were individual income taxes (32.6%), general
salestaxes (31.6%), other taxes including selective sales
taxes and license fees (22.7%), corporate income taxes
(11.3%), and property taxes (1.8%).

Income and sales taxes together serve as the primary
revenue source in most states. However, the dominant
sources of tax collections vary by state. Florida, Texas,

and Nevada rely on general sales taxes for revenue
generation. Oregon, Massachusetts, and Connecti-
cutgenerate a larger share of revenue from individual
income taxes. New Hampshire and Alaska rely more
on business taxes, property taxes, or severance taxes
that are tied to natural resources output. Differences in
approachesto taxation highlight how states meet their
revenue needs based on specific economic factors.

Figure 7: State and Territory Tax Revenue, by Source

Figure 7 shows the percentage share of major tax sources by state. The latest data are from Q1, June 2025.

CSG Midwest CSG East
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
wwnors - I connecricur |
. oecawar: [ I
ows | wae N
canses | warviano [N
wencan | wassachuserrs N
winnesors | Ew Havpsiine | S
nesraska [N new sersey [N
norTH pakoTa [HNNNEGgGEEN new vors [
e rennsvvania [
soutn pakora [ e ruooe istano [
wisconsin [ IENG_G_ vervonT [
o.c. NN
PUERTO RICO
U.S.V.IL
CSG West CSG South
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
ALASKA ALABAMA
ARIZONA ARKANSAS
CALIFORNIA FLORIDA
COLORADO GEORGIA
HAWAI'l KENTUCKY
IDAHO LOUISIANA
MONTANA MISSISSIPPI
NEVADA MISSOURI
NEW MEXICO NORTH CAROLINA
OREGON OKLAHOMA
UTAH SOUTH CAROLINA
WASHINGTON TENNESSEE
WYOMING TEXAS
AMERICAN SAMOA VIRGINIA
GUAM WEST VIRGINIA
N.M.L.

NOTE: "Other Taxes"” includes death and gift, severance, documentary and stock transfer, and other miscellaneous tax categories thatare NEC
(not elsewhere classified). Data was unavailable for American Samoa, the U.S. Virgin Islands, Guam, Puerto Rico, and the Northern Mariana
Islands. The Census Bureau dataset shows that (1) Hawai'i and Louisiana have negative corporation netincome and (2) Colorado has negative
severance tax revenues. This explains the negative percentages presented in figure. SOURCE: U.S. Census Bureau, 2025; CSG Calculations.
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How States Structure
Major Taxes

Individual Income Tax
In 2022, individual income taxes accounted for 32.6%
of all state tax collections. Forty-two states, the District

of Columbia, and the five territories levy individual
income taxes. Washington has an individual income tax
that applies only to capital gains. Eight states do not tax
wage income at all, including New Hampshire, which is

eliminating its tax on interest and dividends by 2025.
States that forgo individual income taxes generally
seek revenue from other sources such as sales taxes.

Among the states and territories with individual income
taxes, tax structures vary widely, and these structural
differences can cause taxpayers at similarincome levels

to face different experiences. For example, a flat tax
structure with few deductions or a regressive tax struc-
ture will lead to a higher effective tax rate for lower and
middle-income residents, while a progressive system
might reduce the burden on those same groups. For
lower-and-middle-income households, these differ-
ences impact take-home pay, financial planning, and
overall costs of living.

For state and territory policymakers, these choices
reflect broader tradeoffs between simplicity and reve-
nue stability. Flat taxes may be easierto administer and
communicate, while graduated systems can better
align tax obligations with the ability to pay. How a state
structures its income tax can influence the satisfac-
tion of its residents, the movement of businesses and
people in or out of the state, and general long-term
fiscal health in terms of revenue stability.

Figure 8: Top Marginal Individual Income Tax Rates and Structures

Figure 8 displays the top marginal individual income tax rates and structures for each state and territory as of 2025.
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NOTE: Figure 8 shows top statutory rates and does notreflectlocal taxes or effective burdens. Data was unavailable for American Samoa,
the U.S. Virgin Islands, Guam, Puerto Rico and the Northern Mariana Islands. SOURCE: Tax Foundation, 2025
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Figure 9: Top Marginal Corporate Income Tax Rates

Figure 9 displays the top marginal corporate income tax rates and structures for each state and territory as of 2025.
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These policy decisions take many forms across U.S.
states and territories. Fourteen states use a flat rate,
while 27 states (along with the District of Columbia
and the territories) use graduated-rate systems. Six
states have only two tax brackets, while Hawai'i has
twelve brackets. Top marginal individual income tax
rates range from 2.5% in Arizona and North Dakota to
13.3% in California, which also imposes a 1.1% payroll
tax.

States also differ in how their rates are applied, with
some rates reaching top brackets at lower income
levels and others targeting higher income levels. For
example, a household earning $60,000 would fall in
Virginia's upper bracket, while the same income in Cali-
fornia would be taxed ata lower rate as the top bracket
does not apply until household income exceeds $1

million. State and territory tax systems vary in deduc-
tions, exemptions, and how they adjust brackets for
inflation or marriage penalties.

Beyond structural differences, states also vary in
reliance on individual income taxes. In 2024, Oregon
collected 55% of its total revenue from individual
income taxes, the highest share overall among states
and territories, followed by Massachusetts (52%),
Georgia (48%), and Montana (48%). By contrast, North
Dakota collected only 6% of total revenue from individ-
ual income taxes.

In addition, states and the territories begin income tax

calculations with federal adjusted gross income (AGI).
Colorado, Idaho, North Dakota, Oregon, and South
Carolina diverge from this norm by starting income tax
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Figure 10: Combined State & Average Local Sales Tax Rates

Figure 10 displays the combined state and average local sales tax rates for each state and territory as of 2025
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calculations with federal taxable income. While most
states and territories mirror federal tax rules, there is
divergence on policies such as taxing municipal bond
interest from other states and offering exemptions for
pensionincome. Federal tax policies, such asthe 2017
Tax Cuts and Jobs Act (TCJA) and the pandemic era
expansion of both the earned income tax credit (EITC)
and the child tax credit (CTC), have carried over into
many state tax systems.

Corporate income tax
Forty-four states levy a corporate income tax, with top

rates ranging from a low of 2.25% in North Carolina
to a high of 11.5% in New Jersey. The average and
median top rates for all states are both 6.5%. Louisiana,
Nebraska, North Carolina, and Pennsylvania reduced
corporate income taxes. New Mexico and New Jersey

increased corporate taxes. State corporate tax rates
vary across the country. Alaska, Illinois, Minnesota, and
New Jersey have atop rate exceeding 9%. By contrast,
Arizona, Arkansas, Colorado, Indiana, Kentucky, Missis-
sippi, Missouri, North Carolina, North Dakota, Okla-
homa, South Carolina, and Utah have established top
rates for corporate income tax at 5% or lower. Nevada,
Ohio, Texas, and Washington impose gross receipts
taxes in place of corporate income taxes, taxing total
revenue rather than profits.

Although corporate income taxes account for a small
share of total revenue in most states, there are excep-
tions. In 2024, corporate taxes accounted for 34% of
New Hampshire's total state tax collections, followed
by Nebraska (21%), Alaska (20%), and New York (19%).
In most states, corporate taxes representabout 10% or
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Louisiana Senate Chamber, Louisiana State Capitol building, Baton Rouge, Louisiana

less of total tax collections. States that rely on corporate
taxes face greater exposure to business cycle fluctu-
ations, as corporate profits tend to be more volatile
than other sources ofincome. During economic down-
turns, declines in profitability or business activity may
reduce corporate tax collections, posing challenges to
budget planning. This volatility may prompt states and
territories to evaluate the adequacy of reserve funds
or explore strategies to improve revenue stability.
Understanding how corporate tax reliance interacts
with broad economictrends can inform long-term fiscal
planning.

Sales and gross receipts taxes
General sales taxes are a significant component of

state revenue, contributing approximately 32% of
total tax collections in 2024. Unlike selective sales
taxes on specific purchases (e.g., alcohol, motor fuel,
and tobacco), general sales taxes apply more broadly
across consumer purchases and are therefore more
stable overtime.

Forty-five states, along with Guam and Puerto Rico,
impose a statewide sales tax, and 38 states allow local

governmentsto levy additional sales taxes. Local sales
tax rates can contribute to increasing the tax burden
on consumers. In Memphis, Tennessee, residents face
more than 9% in combined sales taxes and may decide

to shop in Mississippi, where combined sales taxes
are lower. Louisiana, Tennessee, and Arkansas have
the highest average combined state and local sales
tax rates of 10.12%, 9.56%, and 9.46%, respectively.
Alaska, Hawai'i, and Wyoming have combined sales
tax rates below the national average of 1.82%, 4.50%,
and 5.44% respectively. In 2024, 64% of state tax
collections in Florida were from general sales taxes,
with South Dakota (63%), Texas (62%), and Washington
(61%) close behind. These four states forgo individual
income taxes.

These differences in state and territory sales tax rates
influence consumer behavior. For example, consumers
are encouraged to engage in cross-border shopping or
online purchases. The scope of what is taxed also plays
a key role in how much revenue a state can generate.
Forexample, states that exempt groceries or medicine
from sales taxes are trading-off more revenue for more
affordable prices on goods and services.

States and territories should balance the benefits of
broad and stable revenue sources with cost-of-living
concerns for low-income communities that may be
affected by high sales taxes. Similarly, communities
at state borders may be sensitive to rate disparities as
even slight differences can affect consumer decisions
and the competitiveness of local businesses.
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Cost of Living Compa risons services that consumers must purchase to maintain

a basic standard of living (e.g., cost of housing, food,
Among States healthcare, transportation, and utilities). The cost of

living varies across and within states due to variances

The cost of living, and how it impacts individuals” .
tax burdens, is an important factor to consider when in local economies.
formulating state and territory tax policy. In FY 2023,

The Cost-of-Living Index (COLI), conducted by the
the national average per capita state tax collection

Council for Community and Economic Research
(C2ER), compares the cost of living across the United
States. The Missouri Economic Research and Infor-
mation Center (MERIC) uses C2ER’s data to compute
a state-level Composite COLI. According to MERIC,
the states with the highest Q1 2025 COLI scores were
Hawai'i (182.3), Massachusetts (145.1), California (141.6),
and the District of Columbia (135.2). Oklahoma (85.5),
Mississippi (87.3), and Alabama (87.6) have the lowest
COLlI scores.

was estimated to be $4,262 and the per capitaincome
$43,289. While these national estimates give only a
broad overview of the tax burden that individuals face
when taking into account geographic variations, it is
a useful reference point and benchmark by which to
compare states and CSG regions.

Cost of living indices and

geographic variation

The cost of living is usually computed as an index
number that reflects the cost of essential goods and

Figure 11: Cost of Living Index, 2024 Annual Average

Figure 11 shows the 2024 annual average cost of living index. The index score for the United States, as a whole country, is 100. The higherthe
score, the higher the cost of living, and vice versa.
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NOTE: Data was unavailable for American Samoa, the U.S. Virgin Islands, Guam and the Northern Mariana Islands. SOURCE: Missouri Economic
and Research Information Center, 2025
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Figure 12: Average Monthly Household Costs by County, 2024

Based on a household of two adults and two children

IN US DOLLARS

6,256 18,560

NOTE: Data was unavailable for American Samoa, the U.S. Virgin Islands, Guam, Puerto Rico and the Northern Mariana Islands.

SOURCE: Economic Policy Institute, 2025

The cost of living, along with tax burden levels, varies
by geography. The taxes consumers pay (including
sales and excise taxes, taxes withheld for social security
and Medicare, property taxes, and income taxes) influ-
ence their disposable income and economic mobility.
State and local tax policies either ease or exacerbate
cost-of-living pressures on consumers. Understanding
the interaction between tax systems and cost of living
is critical for policymakers to create tax systems that
balance the need to raise revenue with the need to
supportresidents in all income brackets.

There are alternatives to the COLI. One is the Bureau
of Labor Statistics’ Consumer Price Index (CPI), which
measures the average change over time of the price

that consumers pay for a representative basket of
consumer goods and services. Another is the Economic
Policy Institute’s Family Budget Calculator (FBC) which
estimates the income needed for a family to maintain

a basic standard of living. While the CPI does factor in
taxes, the FBC factors in the average taxes paid by a
household along with basic living costs. The CPl and
FBC tabulate annual and monthly budgets required for
families of varying sizes in any county or metro area,
enabling granular comparisons.

The following comparisons are based on a two-adult,
two-child household. In 2024, the county with the
lowest total monthly budget needed to sustain a mini-
mum standard of living was Chattooga County, Geor-
gia, at $6,256. The same family would need to earn
nearly three times as much ($18,560 monthly) to have
a comparable standard of living in San Mateo County,
California These figures underscore not only how local
prices drive disparities in cost-of-living between states
and territories but also that a middle-class income in
one state can be insufficient in another state due to
cost-of-living differences.
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Figure 13: Average Monthly Household Taxes by County, 2024

Based on a household of two adults and two children

IN US DOLLARS

520 3,969

NOTE: Data was unavailable for American Samoa, the U.S. Virgin Islands, Guam, Puerto Rico and the Northern Mariana Islands.

SOURCE: Economic Policy Institute, 2025

State and local taxes: Impacts
on household budgets and

disposable income

State and local taxes impact a household’s dispos-
able income. The tax base of a state can increase or
decrease cost-of-living pressures, depending on the
structure of state taxes. The county level provides a
more detailed analysis. These two maps consider the
percentage of a typical family’s basic monthly expenses
spent on taxes.

The findings show substantial variation across counties
and within the same state. A household with two adults
and two children in Campbell County, Tennessee,
spends 7.8% of their monthly budget on taxes to main-
tain an adequate standard of living. If this same family
were to live in San Mateo County, California, they would
spend over one-fifth (21.3%) of their monthly budget
on taxes to maintain the same standard of living.

Regarding these figures, the EPI FBC includes federal
and state income taxes but does notinclude local taxes
salestax (which is calculated as an expense in the other
categories) due to the complexity of calculations.

Of the 100 counties with the lowest percentages of
a family’s monthly budget spent on taxes, four are in
Florida, 50 are in Tennessee, and 46 are in Texas. This
shows a clear grouping in specific states with no indi-
vidual income tax. Tennessee has numerous counties
where the percentage of a family’s monthly budget
spent on taxes is under 8%, despite a combined state
and local sales tax of over 9%. Texas has many counties
with shares between 8% to 9%. These figures align with
these states’ tax policies, as they do not levy individual
income tax. In these states, family monthly budgets are
mostly spent on direct costs of goods and services.

Of the 100 counties with the largest percentages of
a family’s monthly budget spent on taxes, 20 are in
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California, 14 in New York, 12 in Oregon, 11 in Colo-
rado, eight in Connecticut, eight in Massachusetts,
eightin Virginia, five in Hawai'i, four in Minnesota, three
in Maryland, three in Vermont, two in New Jersey, and
one in lllinois and the District of Columbia. California
and New York have counties where the percentage
of a family’s monthly budget spent on taxes ranges
from 10% to above 15%. The ratios for California and
New York reflect the combined effect of not only high
incomes and thus increased income tax liabilities, but
also expensive costs: Families in these states earn
enough to be in higher brackets for state and federal
taxes, where the costs are inflated and tax bills are
proportionally elevated.

There is also significant variation within a single state.
Arlington County, Va., is a high-income and urban
county with a tax share of 18.8%. However, half of
Virginia's counties’ tax shares range from 10.2% to
12.5%, which is lower than that of Arlington County.

These differences reflect local economic conditions
that impact income levels and eligible tax credits. A
low-income county will often have a lower tax burden
asfamilies owe lessincome tax or receive funds due to
credits, even if tax rates are the same in other counties
throughout the state.

Sales and excise taxes

States have policy options to lower the tax burden on
their residents. One isto eliminate or reduce individual
income taxes. Another method is to eliminate or lower
sales tax rates or exempt necessary items from sales
tax. Alaska, Delaware, Montana, New Hampshire, and
Oregon do not have sales taxes. In the other 51 states

and territories, as of 2025, the sales tax ranges from
2.9% in Colorado to 7.25% in California. Alabama has
the highest average local tax rate at 5.4%, while Idaho
has the lowest at 0.027%. Figure 15 shows comprehen-
sive map of county-level monthly household food costs
as a percentage of monthly budget.

Figure 14: Monthly Taxes as a Percentage of Average Monthly Household Costs by County, 2024

Based on a household of two adults and two children

7.8% 21.38%

NOTE: Data was unavailable for American Samoa, the U.S. Virgin Islands, Guam, Puerto Rico and the Northern Mariana Islands.

SOURCE: Economic Policy Institute, 2025
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Figure 15: Average Monthly Household Food Costs as a Percentage of Monthly Budget

by County, 2024

Based on a household of two adults and two children

6.8% 19.8%

NOTE: Data was unavailable for American Samoa, the U.S. Virgin Islands, Guam, Puerto Rico and the Northern Mariana Islands

SOURCE: Economic Policy Institute, 2025

ltems exempt from sales taxes include groceries and
medicine. In recent years, many states have moved to
exempt groceries from their sales tax. Arkansas HB
1685 (2025), lllinois HB 3144 (2024), Oklahoma HB 1955
(2023/2024), and Kansas HB 2106 (2022) exempted
groceries from their sales and use taxes. Alabama HB
386(2025) reduced the tax on groceries from 3% to 2%.
Hawai'i SB 1555 (2023), Idaho HB 33 (2023), Mississippi
SB 3095 (2025), Missouri SB 131 (2023), Oklahoma HB
1955 (2023), South Dakota HB 1094 (2023), Tennessee
SB 0002 (2024/2025), and Utah Constitutional Amend-
ment A have unsuccessfully attempted to reduce or

exempt groceries from state sales taxes. A USDA study
of 2019 data found that about one third of U.S. counties
tax groceries, ata combined average rate of 4.3%. Also,
lllinois is the only state to charge sales tax on prescrip-
tion drugs at 1%, while 14 states and the District of

Columbia do not levy sales tax on non-prescription
drugs.

The data reveals tax policy realities for individuals:
states and counties that levy sales taxes on grocer-
ies must spend a larger proportion of their monthly
budget on groceries to maintain a minimum standard
of living. Idaho and Mississippi have many counties that
levy large taxes on food at their full sales tax rates of 6%
and 7%, respectively. While Idaho offers a refundable
grocery sales tax credit of $120 for most residents,
this may not cover the full amount residents spend.

While some residents may spend more in sales tax on
groceries each year, other residents may not file taxes
asthey make less money than is required. Higher food
costs mean fewer dollars families can spend on other
items, increasing the cost of living and individuals’ tax
burdens.
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Federal Tax Incentives, Cuts, and Credits

The 2017 TCJA enacted major reforms to the federal
tax code and was scheduled to expire at the end of
2025. However, with the passing of the One Big Beau-
tiful Bill (OBBB), the majority of TCJA provisions were
extended or made permanent.

This is relevant for states that automatically link their
tax codes to federal law, known as rolling conformity.
The effects of extending TCJA provisions through the
One Big Beautiful Bill will have long-term direct effects
on state tax bases and revenues. When the TCJA was
implemented, states with rolling conformity had to
decide between adopting TCJA tax changes or decou-
pling from specific TCJA provisions. As of March 2024,
23 states and the District of Columbia operate on a
rolling conformity. Thirty-one states and the District of

Columbia use AGl as their starting point.

In addition, there are 19 states that do not automatically
link their tax codes to the federal tax code, known as
static conformity. With the extension of the TCJA, these
states will see a degree of continuity regarding the

federal tax burdens their residents face. Regardless of
whether states have rolling conformity, static confor-
mity, or another type of conformity with the Internal
Revenue Code (IRC), states will continue to operate in
a tax policy environment defined by continued TCJA
provisions under the One Big Beautiful Bill.

Individual Provisions

Under the TJCA, seven tax brackets were lowered,
resulting in tax cuts for mostindividuals. With the pass-
ing of the One Big Beautiful Bill, these brackets have
been preserved. Also, under the TCJA, the state and
local taxes (SALT) deduction was capped at $10,000
(previously, there was no cap), and foreign real prop-
erty taxes were not deductible. The One Big Beautiful
Bill has temporarily raised this cap to $40,000 for tax
year 2025 and increases this cap by 1% through 2029.
For states with a pass-through exemption bypassing
the SALT cap, they will be impacted by the continuation
of the SALT provision.

United States Capitol building, Washington, DC.
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Furthermore, in the TCJA, mortgage interest deduc-
tions were capped from the first $1 million of combined
acquisition debt along with interest on $100,000 of
home equity debtto interest paid on the first $750,000
of mortgage debt for loans implemented after Dec. 15,
2017. The One Big Beautiful Bill made this provision
permanent.

In addition, prior to the TCJA, the CTC and ACTC
provided a maximum of $1,000 per qualifying child.
Inthe pre-TCJA era, filers could receive the full $1,000
of credit under the ACTC which were limited to 15%
of earnings exceeding $3000. The TCJA doubled the
maximum CTC to $2,000 and increased the ACTC to
$1,700 in 2024 (adjusted for inflation). The One Big
Beautiful Bill made the CTC permanent and raised the
maximum for the CTC from $2,000 to $2,200.

The TCJA reduced the reach of the Alternative Mini-
mum Tax (AMT) by raising the exemption amount and
increasing income phase-out levels. It also narrowed
the gap between regular tax liability and AMT liability
by limiting and eliminating preference items such as
personal exemptions and SALT deductions. As a result,
while 3.1% of households were on the AMT in 2017, this
figure declined to 0.1% by 2022. The One Big Beautiful
Bill not only made the AMT provisions permanent but
also broughtthe phaseoutthresholds for AMT exemp-
tionsto $500,000 for individual filers and $1 million for
jointfilers.

Business Provisions

Several business provisions under the TCJA impact

states and territories, especially those whose corporate
tax codes conform to federal rules. While the corporate
tax rate reduction from 35% to 21% under the TCJA
was made permanent and did not require state action
prior to the One Big Beautiful Bill, there were other
temporary provisions that were made permanent by
the One Big Beautiful Bill. Notably, the 100% bonus
depreciation, which allows entities to deduct 100%
of the value of an asset, began to phase out in 2023
with annual 20% reductions and these phase outs were
expected to end in 2026. The One Big Beautiful Bill
made this provision permanent.

The TCJA also introduced the Qualified Business
Income (QBI) deduction, known as the pass-through
deduction, which allows individuals who own pass-
through businesses to deduct the smaller of 20% of

qualified pass-through business income or 20% of
taxable income, subject to income limits. Pass-through
entities (e.g., partnerships, LLCs, S-corporations, and
sole proprietorships) do not pay income tax at the
entity level, butinstead 'pass through’ the income from
the entity directly to the owners. Then the owners pay
personal income tax on their share of the business
income. Prior to the TCJA, pass-through income was
taxed atthese taxpayer’'s ordinary income tax rates. The
QBI allows taxpayers to reduce their taxable income
and thereby their tax liabilities. The One Big Beautiful
Bill has made this pass-through deduction permanent
as well.

Implications for States

State policymakers responded to TCJA implementa-
tion and are now responding to the extension of TCJA
provisions under the One Big Beautiful Bill. This is
especially relevant for states with a rolling conformity,
as these states will not witness significant tax base
shifts with the continuation of TCJA provisions. As of
2024, 36 states enacted a pass-through entity (PTE)
taxinresponse tothe TCJA SALT deduction limitation.
This PTE tax provides a workaround that allows PTEs
to pay for and deduct SALT before the individual PTE
owners receive the income. The One Big Beautiful Bill
preserves federal deductibility of the PTE Tax.

In addition, with the temporary extension of the SALT
cap, states will no longer have to worry about the
fiscal implications that would have accompanied the
expiration of the SALT cap. Officials in high-tax states,
who have argued that the SALT cap increased the tax
burden in their states, will likely continue to express
concern thattop earners may relocate to low-tax states
and claim that an extended SALT cap will contribute
to further revenue losses. For example, in 2019, Gov.
Andrew Cuomo argued that the SALT cap led to a
$2.3 billion budget deficit. Prior to the SALT cap, 91%
of SALT deduction benefits were concentrated in six
high-tax states: California, New York, New Jersey, llli-

nois, Texas, and Pennsylvania. If the TCJA had expired,
high-earning residents in high-tax states would have
had a reduced tax burden. Approximately 75% of
these benefits would have accrued to the top 20% of
earners. In other words, the distribution is reflective of
the reality that high earners are more likely to not only
itemize SALT deductions but also claim larger SALT
deductions.
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Taxation of Tips and Overtime Wages

Federal Level Overview

In 2025, at least five federal legislative bills, including
the One Big Beautiful Bill, have been introduced in
Congress that aim to eliminate or reduce the taxes
paid by individuals on income from tips or overtime
wages. These proposals follow the campaign prom-
ises of President Trump and have bipartisan support
from lawmakers in states with large hospitality sectors.

The No Tax on Tips Act (S 129 and HR 482) has biparti-
san support from states that have a prominent hospi-

tality industry. Estimates for ending taxes on tips show
a revenue reduction of between $150 billion to $250
billion over the course of 10 years. Similarly, it is esti-
mated that ending the tax on overtime wages would
resultin aloss of revenue of between $270 billion and
$1.5 trillion over 10 years. The fiscal impact of this legis-
lation remains debated and will influence its viability.

Figure 18 shoes state bills as of July 31, 2025.

Table 3: Federal Legislation to Exempt Tips or Overtime Wages from Taxes

_

Florida

HR 482: No Tax

This bill establishes a new tax deduction of up to $25,000 for
tips, subjectto limitations, and specifies thatan employee
with compensation exceeding a specified threshold
($160,000 in 2025 and adjusted annually for inflation) in the
prior tax year may not claim the new tax deduction for tips.

This bill excludes from gross income for federal income tax
purposes overtime compensation paid for hours worked in

This bill excludes from gross income for federal tax purposes
up to $20,000 of eligible tips received during the tax year, and
defines eligible tips as amounts received while performing
services in a position that generally relies on tips as part of
wages, including cosmetology, hospitality, and food service.

This bill allows a tax deduction for overtime compensation

may not exceed 20% of the individual’s regular wages from
the same employer and the deduction is not allowed for an
individual with adjusted gross income exceeding $100,000
(or $150,000 for a head of the household and $200,000 for a

This bill establishes a new tax deduction of up to $25,000 for

($160,000in 2025 and adjusted annually for inflation) in the
prior tax year may not claim the new tax deduction for tips.

This bill enables employees and self-employed individuals

on Tips (S 129)
HR 405: Keep
Every Extra
ekl Penny Act of
W excess of 40 hours per week.
HR 558: Tip Tax
NGRS Termination Act
received by an individual. The amount of the deduction
HR 561:
Nebraska Overtime Pay
Tax Relief
married couple filing a joint return).
Missouri S 1046: No Tax This bill redefines gross income to exclude overtime
on Overtime Act = compensation.
) tips, subjectto limitations, and specifies thatan employee
Texas mw with compensation exceeding a specified threshold
Tips (HR 482) p e
Texas HR 1: One Big to deducttips received in occupations listed by the IRS as

Beautiful Bill Act

customarily and regularly receiving tips, effective for 2025
through 2028.

SOURCES: Quorum, 2025; Congress.gov, 2025.

State Sponsors and/or
Co-Sponsors

Florida, Wisconsin, Nevada, South
Carolina, Minnesota, New York,
Missouri, Arizona, Pennsylvania,
Ohio, Texas, Georgia, lowa

Ohio

Montana, Nevada, Nebraska,
Missouri, Florida, North Dakota,
Kansas
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The variability of these estimates depends on how
hypothetical exclusion is structured. For example, the
No Tax on Tips Act would create a deduction of up
to $25,000 per year for tipped income, whereas the
Tip Tax Termination Act would exclude up to $20,000
in tips from being calculated as gross income. Both
approaches aim to achieve comparable results
$20,000-$25,000 in tips would not be taxed. However,
the Tip Tax Termination Act would simplify withhold-
ing because employers would not need to withhold
income tax on those tips, whereas the No Tax on Tips
Act (S129) would still involve employers withholding
taxes and individuals later receiving a refund. All the
current pending federal bills notably discuss exemp-
tions from income tax, not payroll taxes, meaning
employees would still pay taxes like Social Security
and Medicare taxes on any tips or overtime wages

received. Multiple federal legislative pathways exist

to end orreduce taxes on tip and overtime wages and,
ifimplemented, the structure of the bill willimpact how
itintersects with state tax codes.

Furthermore, the One Big Beautiful Bill has provisions

regarding tax on tips and overtime. This act will, for the

time being, make income from tips of up to $25,000
deductible for employees and self-employed individ-
uals spanning from 2025 to 2028. This act will, for now,
also make the premium portion of overtime income
of up to $12,500 for individual filers ($25,000 for joint
filers) deductible for employees and self-employed
individuals. For both the tip and overtime provision,
when adjusted gross income exceeds $150,000 for
individual filers, or $300,000 for jointfilers, the deduc-
tion phases out at a rate of 10%.

Figure 16: Conformity to Federal Tax Policy, by State and Territory
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NOTE: A “mirror-code” system is where income tax laws largely mirror the federal code with the territory’s name in place of the United States.
Residents typically file one tax return with the territory. A “non mirror-code” system is where residents in these territories might need to file
tax returns with both the territory and the United States. The latest consolidated dataset on this topic is from 2023. SOURCE: Federation of Tax

Administrators, 2023
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Figure 17: Definition of Individual Income for Tax Purposes, by State
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NOTE: The latest consolidated dataset on this topicis from 2023. SOURCE: Federation of Tax Administrators, 2023

Implications of Federal
Mandates at the State Level

With a federal exemption of tips and overtime wages
from federal income taxes implemented through One
Big Beautiful Bill, the impact on states will differ based

on how states conform to federal tax definitions of
income.

As Congress has enacted changes to taxes on tips
and overtime wages through the One Big Beautiful
Bill, states with a rolling conformity will automatically
adopt these tax exclusions for the purposes of calcu-
lating the income taxes for residents of their state. If a
rolling-conformity state does not want to implement
these exclusions, they would have to decouple from
the federal provision by passing their own law to keep
taxing tips and/or overtime wages. On the other hand,
states with static conformity would not automatically

implement any tax exemptions for tips or overtime
wages from the One Big Beautiful Bill.

States with selective conformity incorporate certain
IRC provisions but also omit many provisions of the IRC
and use their own definition ofincome as their starting
point. This will determine how the One Big Beautiful
Bill affects taxes on tips and overtime wages in these
states.

States also use different definitions of income as their
starting point for income tax calculations. Thirty-one
states use the federal definition of adjusted gross
income (AGI) as their starting point, which is an indi-
vidual's gross income minus certain adjustments. Five
states use the federal definition of taxable income as
their starting point, which is the AGI minus a filer stan-
dard or itemized deduction. Five states employ their
own definition of income.
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The differences in how states will employ federal

exemptions to tips and overtime wages from the One
Big Beautiful Bill shows that changes to the federal
policy will not uniformly impact all states. In states with
a rolling conformity, workers earning tips or overtime
wages will automatically see an increase in their take
home pay at both the state and federal level. Other
states with large proportions of workers earning tips
or overtime and static conformity, such as Hawai’i,
Indiana, Kentucky, Ohio, and Wisconsin, may need
to quickly decide whether to adopt changes to the
IRC and exempttips and overtime wages from taxable
income. These states will face pressure from residents
to conform to the updated IRC while balancing budget
considerations and policy priorities. States with large
proportions of workers earning tips or overtime and

no conformity, such as Alabama and Mississippi, may
also face pressure to exclude tips and overtime from
state taxes.

State Actions

Atthe state level, state legislatures have been discuss-
ing how to approach the taxation of tips and overtime
wages. In 2025, at least 21 states have introduced
one or more bills related to the exemption of tips
or overtime wages from state income taxes. Across
these states, exempting tips and overtime wages from
income had a lot of activity. To date, only lllinois has
enacted legislation on this matter, through the adop-
tion of HJR 40 (2025) which charges a Task Force with
examining the feasibility of eliminating state taxes on
tipped wages.

Table 4: State Tip and Overtime Wage Tax Exemption Legislation, 2025

Removes the sunset provision that exempts overtime compensation from income tax,
which is setto expire on June 30, 2025.

The primary provision introduced by this legislation is the allowance for a subtraction
from Arizona gross income for compensation received as tips.

Creates a deduction for qualified tips up to $20,000 from gross income for certain

Creates a tax deduction for tips or gratuities declared by taxpayers.

Creates a personal income tax deduction specifically for tips or gratuities declared by

Exempts tips from state income taxation, provided that these tips are already included
in the taxpayer’s federal adjusted grossincome.

Creates a tax deduction for tips received by tipped employees.

Excludestips from being considered as part of gross income, adjusted gross income,
and taxable income for state income tax purposes.

Creates a tax deduction for tips received by tipped employees.

Exempts up to $25,000 of qualified tips from Kansas state income tax for individuals in

Exclude tips and overtime compensation from taxable income for individuals.
Exempts tips from state income tax for food service and hospitality workers.

Allows individuals to subtract tips or gratuities from their federal adjusted gross income

Provides a tax benefit to individuals earning tipped wages by reducing their taxable
income by the amount of tips received.

Would exclude the netamount of Part B adjusted gross income received as tips by
employees from being considered taxable income.

Exempttips for tipped employees from state tax.
Allows individuals to exclude tip income from state income tax calculations.

Allows individuals to subtract overtime compensation from their federal adjusted gross

Excludestips from New Jersey’s gross income tax by redefining them as gifts.

State ‘ Bill ‘ Status ‘ Description
Alabama HB 467 Failed

Arizona HB 2081 Failed

California SB 17 Pending Po—
Connecticut HB 5975 Failed

Connecticut HB 5728 Failed -

Georgia SB2 Failed

Hawai'i HB 282 Failed

Hawai'i HB 520 Failed

Hawai'i HB 575 Failed

Kansas sB277 Elie certain occupations.
Kentucky HB 26 Failed

Maryland HB 1400 Failed

Maryland HB 1005 Failed P ——
Massachusetts = H 3172 Pending

Massachusetts | H 3251 Pending

Missouri HB 198 Failed

Nebraska LB 28 Failed

Nlbiasle = el income for state tax purposes.
New Jersey S 3741 Pending

New York S587 Pending

Allows a deduction for cash tips received as wages.
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How Revenue Volatility Affects Fiscal

Stability: Implications for State Policymakers

Long-term budgetary and fiscal stability is important
for state and territory governments. Revenue volatility
not only complicates budgeting processes but also
affects the day-to-day experiences of Americans. For
example, decreases in tax revenue can delay road
repairs, reduce funding for education, and limit access
to public health programs.

By identifying which taxes are sources of revenue
uncertainty, state and territory policymakers can more
effectively determine the tax policy reforms needed to
ensure predictable revenue streams. Thisisimportant
for states and territories as they seek to maintain suffi-
cient reserves to weather economic cycles, provide
consistent public services, and give residents and
businesses greater confidence in long-term planning.

Figure 18: Overall Tax Revenue Volatility by State and Territory, FY 2019-2023

Figure 18 shows long-term revenue volatility, based on 15 years of tax collection data through fiscal year 2023. Volatility scores are adjusted to

accountfor changesin tax policy over time.
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Figure 19: Individual Income Tax Revenue Volatility, FY 2019-2023

Figure 19 shows long-term revenue volatility, based on 5-years of tax collection data through fiscal year 2023. Volatility scores are adjusted to

accountfor changesin tax policy overtime.
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Measuring Volatility in State
Tax Systems

To supportthese evaluations, Pew'’s tax revenue volatil-

ity indicator measures how much state revenue growth
shifts from year to year. States can use these scores
to assess budget risk and plan more effectively for
economic downturns. The data reveals that in recent
years, volatility has become more pronounced. The
5-year volatility score across states rose to 10.3, repre-
senting a 40% increase from the 15-year score of 7.4.
This increase signals growing unpredictability in state
revenue streams that requires proactive management
approaches.

The period from FY 2020 through FY 2023 highlights
significant revenue volatility across states. After
an initial decline of 4.3% in FY 2020, state revenues
increased by 23.2% in FY 2021 and 15.4% in FY 2022,
before decreasing again by 4.2% in FY 2023. These
fluctuations resulted primarily from temporary factors
rather than lasting economic changes. Delayed federal
tax deadlines pushed collections into the following
fiscal year, while pandemic-era federal aid and a
shift in consumer spending from services to goods
boosted taxable activity. These effects were amplified
by concurrent economic conditions, including high
inflation, low unemployment, wage growth, and strong
stock market performance in 2021, which then tapered
off FY 2023.
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Long-Term Patterns in
Revenue Stability

Overthe 15-year period, volatility was highest in states
such as Alaska (56.2), North Dakota (20.3), New Mexico
(19.9), and Wyoming (16.7), where tax collections are
heavily influenced by severance revenue tied to oil and
gas production. In contrast, Arkansas (4.0), lowa (4.1),
Maryland, and South Dakota (both 4.3) experienced far
less fluctuation, supported by broader, more consistent
sources such asincome, sales, and property taxes.

Recent Trends and
Emerging Risks

From FY 2019 to FY 2023, 44 states experienced vola-
tility above their usual patterns. Alaska (83.7), New
Mexico (27.6), and California (24.7), showed the largest
short-term increases.

These changes were driven by sharp swings in sever-
ance and capital gains-related income taxes. By
contrast, Washington (3.8), Virginia (4.5), and Kentucky
(4.7), had the lowest short-term volatility due to more
stable, broad-based tax structures.

Nevada's five-year volatility score rose by 70% over its
15-year trend, the steepest increase among all states.
This shift was driven by sharp fluctuation in sales tax
collections and a spike in amusement tax revenue, both
of which significantly contributed to the state’s overall
tax base during this period.

Only five states, Louisiana (-3.8%), Delaware (-8.8%),
Tennessee (-10.9%), Washington (-25.5%), and Virginia
(-26.6%), recorded lower volatility during this period.
The declining fluctuations in these states were
attributed to stability in key revenue sources, including
insurance premiums, general sales taxes, corporate
income, and motor fuel taxes.

Figure 20: Corporate Income Tax Revenue Volatility, FY 2019-2023

Figure 20 shows corporate income revenue volatility, based on 5-years of tax collection data through fiscal year 2023. Volatility scores are

adjusted to accountfor changes in tax policy over time.
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Figure 21. Sales Tax Revenue Volatility, FY 2009-2023

Figure 21 shows long-term revenue volatility, based on 5-years of tax collection data through fiscal year 2023. Volatility scores are adjusted to

accountfor changesin tax policy overtime.
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Table 5: Which Tax Types Are Most Volatile

Tax Type 15-Year Score 5-Year Score
General Sales 5 6

Individual Income 1 17
Corporate Income 25 36
Severance 38 5

NOTE: Scores are calculated by Pew and reflect how unstable each
revenue source has been over both 15-year and 5-year periods.
Higher scoresindicate greater volatility. Data from American Samoa,
the U.S. Virgin Islands, Guam, Puerto Rico, and the Northern Mariana
Islands notincluded. The data spans fiscal year 2009 to fiscal year
2023. The latest calculations of this data were from 2025.

SOURCE: Pew Charitable Trusts, 2025

Volatility by Tax Type

Importantly, 80% of total state tax revenue over the past
decade has come from personal income, general sales,
corporate income, and severance taxes, all of which
have exhibited great volatility in the most recent five-
year period. Individual income tax volatility scores rose
from 11 to 17 during this period. Notably, Kentucky's
score was 5.7, and New Mexico earned a 30.8 mark.
General sales taxes, typically among the most stable
revenue streams, increased modestly from 5.2 to 5.6.
Corporate income taxes experienced a sharper jump,
rising from 25% to 36%, making this one of the more
variable sources. Severance taxes remained the most
volatile overall, increasing from 38.3% to 55% in the
eight states where they are a major component of tax
revenue.
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Policy Implications and
Planning Considerations

Across the country, states have been active in reform-
ing tax policies to support their communities and over-
all economic growth. In 2025, these changes included
adjustments to individual income taxes, corporate
and business taxes, and sales taxes. Such actions are
shaped by the fiscal realities governments face each
year: state operations must be funded, and policy-
makers must weigh how best to generate revenue
while meeting constituent needs. This balance is made
more complex by the national and global political and
economic shifts.

Research indicates that volatility in tax collections
cannot be eliminated, but states have taken steps to
manage its impact. By examining the components of
revenue volatility, some have identified which sources
are most unpredictable and used that knowledge to
inform reserve policies or establish savings targets.
States with economies tied to natural resources have
in some cases created intergenerational savings mech-
anisms, such as sovereign wealth funds, to transform
unstable income into a steadier source of funding.
These efforts illustrate how volatility management can
provide a buffer against revenue swings and sustain
services during downturns.

At the same time, states continue to face uncertainty
related to federal tax policy. Changes at the national
level may affect how much income states collect,
requiring adjustments to tax codes, savings strategies,
orthe use of reserves. Approaches observed in recent
years include reinforcing rainy day funds, limiting ongo-
ing spending commitments backed by volatile revenue
streams, and directing one-time gains into long-term
savings. Each of these strategies reflects how states are
responding to their own volatility patterns to support
fiscal resilience.

Broader tax policy research also highlights several
themes that frequently emerge in evaluations of effec-
tive systems:

1. Simplicity: Research suggests that simpler tax
codes reduce compliance burdens and administra-
tive costs. Clear rules make it easier for taxpayers to
understand obligations and for agencies to enforce
them, leading to a system that functions more effi-
ciently. By lowering barriers, straightforward codes
may also promote higher voluntary participation.

2. Transparency: Transparent systems clearly outline
what taxpayers owe and when payments are due.
Studies show that when obligations are communi-
cated openly, public trust and accountability are
strengthened. In contrast, hidden or overly complex
provisions obscure the true burden of taxation and
make it harder for residents to engage in informed
debate. Open processes for adopting changes
may further increase public confidence in fiscal
decisions.

3. Neutrality: Tax structures that avoid favoring partic-
ular sectors or industries are often found to create
fewer distortions in decisions. Research highlights
thattargeted credits, exemptions, orindustry-spe-
cificrules generate unequal advantages and narrow
the base. Broader approaches, by contrast, spread
responsibility more evenly and allow states to raise
revenue at lower overall rates.

4. Stability: Predictable tax systems provide more
reliable revenue and reduce uncertainty. Studies
indicate that frequent short-term measures — such
astemporary tax holidays, amnesties, or retroactive
adjustments — may introduce instability that compli-
cates long-term planning. By maintaining consistent
rules, states can foster steadier economic environ-
ments and more dependable funding streams for
essential services.

Taken together, these findings point to a range of
considerations states may examine as they refine tax
systems and seek to promote long-term fiscal stability.
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One Big Beautiful Bill and
State Tax Revenues

While most states are not experiencing a gap in tax
collection due to the passage of the One Big Beautiful
Bill, four states, including Colorado, were immediately
impacted due to how their state tax code is linked to
the federal income tax code. These states use rolling
conformity with the federal tax code, which means that
they use federal taxable income to determine how
much people pay in state taxes. Therefore, as seen
in Colorado, the state’s income tax collections were
immediately reduced after the passage of the bill by
$1.2 billion for the current fiscal year. This reduction
in tax collections will contribute to a budget shortfall,
thus leading to plans for the state to dip into the state's

reserves, cut program spending, and pass an array
of tax laws to eliminate some deductions and loop-
holes. Meanwhile, other states use what's known as
static conformity, meaning thatthey adaptto afederal
tax code on a specific date rather than immediately,
thus slowing the effect of federal tax changes on their
revenue.
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