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Why Is Tax Policy Important? Sgemi

o Demand-Side
O After-tax income - spending
o Ripple effects on GDP and jobs

o Supply-Side
o How much to work
o How much to invest
o State level: Where to live / locate a business

O [Janet Yellen at National Economists Club: “supply-side” Capital
Formation and Labor Force Participation to increase GDP Growth
Potential]

o Fiscal: impacts on national and state budgets
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Tax Reform Proposal A remi

o Corporate
O Lower corporate tax rate to 20%
O Repatriate profits

0 Personal
o Lower and simplify marginal tax rates
O Increase standard deduction

O Eliminate many itemized deductions
m Includes state & local tax (SALT) deduction
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Static Breakdown 2 i
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Source: Tax Policy Center
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REMI Analysis A remi

A
REMI’s PI+ and Tax-PI are the industry standards for regional

macroeconomic, demographic and dynamic fiscal analysis of
public policy and economic development projects.

Washington:
Aerospace tax
credit analysis

Maryland:
Corporate tax
rate reduction
analysis

Texas: Statutory
impact analysis
requirement for

appropriations North Carolina:

legislation Medicaid
expansion
analysis

what does REMI say? 5™ Arkansas: Big River Steel

manufacturing facility analysis



SALT Deduction
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Sources: Tax Policy Center, Moody’s Analytics
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Background A rem
-4

o0 Nearly 44 million Americans
filed SALT deductions in 2014

o Different states make different

contributions
O California and New York filed - ... Mo - <2000
nearly 30% of total SALT [ 2,000 - <3,500
deductions in 2014 [ 3,500 - <6,000
. : ~ M =6,000
O The states in green filed 12%
Sources: IRS, Moody’s Analytics U.S. average = $3,600
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Background

o The SALT deduction is
composed of three parts

o Personal income tax
o Real estate tax
o Sales tax

o Mix of taxes varies from
state to state

what does REMI say? ™

Eeal Estate
Tax
350

General
Sales Tax
304,

Source: RS S04 Tax Seats 120156

State Income Tax a4
Local Income Tax 12
State Sales Tax 45
Local Sales Tax 38
Property Tax 50

sources: Urban-Brookings Tax Policy Center (2016), Tax Foundation Fiscal Fact Mo. 461 (2015)



- %
Analy51s tREMI
4
Simplified tax reform scenario

0 Remove SALT deductions
o Use 2014 IRS data

0 Budget-neutral: offset with income tax decrease
o Split among states by share of income
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Analysis Outline A rem

-4
o State-level economic impacts

o Migratory responses

o Fiscal impacts
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State-Level Impacts REMI

0 Netincrease in personal taxes in CT lowers after-tax income

SALT Repeal compared to Standard Regional Control - Difference - REMI Pl+ v2.1

FILE HOME Mavigation TABLES = 8
% . ﬂ {2 Model Linkages Table oon o_ 3+ Units v Levels =5 = |jm, m
(I DevSight v Chart 4 Jlj @ )Pivot v %Change =l
Backto | Economic Demographic Custom " . &P Regions « | Bxend | Add ls;p:g

Results Tables Display Options Forecast Report  Export

Disposable Personal Income

(3 Personal Current Tra. ..
3 Real Concepts with H...

SALT Repeal
Difference compared to
Standard Regional Control

Total after-tax income received by persons; itis the income avaiiable to persons for spending or saving.

[Region
Connectiait

-

Report

Category Units ‘ 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 b
Equals: Net Earnings by Place of Residen |Billions of Fixed (2009) DnHars‘ 0.000 -4.766 -4.918 -5.123 -4.944 -4.559 4121 -3.742 -3.417 -3.129 -2.926 -2.778
1 Plus: Property Income Bilions of Fixed (2009) DnHars‘ 0.000 -0.256 -0.314 -0.478 -0.618 -0.742 -0.837 -0.908 -0.958 -0.986 -1.006 -1.022
| | Personal Dividend Income Bilions of Fixed (2009) Dollars 0.000 0077 D094 Q145 0184 0214 0234 0.2 0.2% -0.265 0.269 -0.274
| | Personal Interest Income Bilions of Fixed (2009) Dollars 0.000 0.126 0.157 0239 0.319 0.397 D461 -0.513 0.59 -0.570 0.586 -0.598
| | Rental Income of Persons Bilions of Fixed (2009) Dollars 0.000 -0.053 0.063 0.082 D115 0132 D4 0147 0150 -0.151 0.151 -0.151
| |Pius: Personal Current Transfer Receipts |Bilions of Fixed (2009) Dollars” 0000  +0.053 0002 0142 0302 -0.409 0.488 0.564 D614 -0.653 0.685 -0.708
| |Equals: Personal Income Bilions of Fixed (2009) Dollars 0.000 -4.963 -6.233 -5.741 5864 5711 -5.455 5,214 4988 -4.768 -4.617 4,508
Less: Personal current taxes Bilions of Fixed (2009) Dollars 0.000 #4250 44156 44001 43882 43805 +3.748  +3.687  +43.623 43557 43481 +3.400
Biions of Fixed (2009) Dollars 0.000 -8.213 -8.389 L7 8% -8.516 -8.203 8902 8610 -8.325 8.098 -7.908
Personal Income - Connectait
o
[~ — Total Earnings by ..
05 [~ — Total Wages and Sala.
o [ Supplements o Wages
I~ — Emplayercontributic.
-15 I~ — Employer contributio
2 [~ — Proprietors'income
[~ — Less: Contributions
25 I~ — Employee and Self-Em
3 I~ — Employer contributio.
s [~ — Plus: Adjustmentfor.
I~ — Gross Inflow
-4 I — Gross Outflow
s [~ — Equals: NetEarnings
I~ — Plus: Property Income
a [~ — Personal Dividend In..
55 [~ — Personal Interestin.
[~ RentalIncome of Per.
s I~ — Plus: Personal Curre.
65 [~ — Equals: Personal Inc.
[~ — Less:Personal curre.
7 [ == Equals: Disposable p.
75 —_—
E
85
-9
-95
2018 2017 2018 2019 2020 2023 2024 2026 2026 2027
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State-Level Impacts REMI

0 This lowers consumption spending

B = : Em SALT Repeal compared to Standard Regional Control - Difference - REMI Pl+ v2.1

FILE HOME Mavigation TABLES = 8
% ﬂ {2 Model Linkages Table oon o_ 3+ Units v Levels =5 = |jm, m
(I DevSight v Chart 4 Jlj @ )Pivot v %Change =l
Backto | Economic Demographic Custom " Al &P Regions « | Bxend | Add ls;p:g

Results Tables Display Options Forecast  Report
Personal Consumption Expenditures

Browser « | SALT Repeal
The goods and services purchased by persans.

Difference compared to
Standard Regional Control

Gross Domestic Product

(= Gross Domestic Product

Real Gross Domestic ...
e
Connecticut

3 Gross Private Do...
|category | Units |

[+|Personal consumption Expenditures  [Bilions of Fixed (2009) Dolars 0.000 7.694 7.764 7.992 7.963 7.773 7.541 7.374

- 0

2016 017 2018 019 2020 2021 2022 2023 2024 2025 2026 2027
7.217 7.034 5.911 5.799

(] ons.

+ (2 Real Gross Domestic ...

(3 Real Gross Value Add.

Personal Consumption Expenditures - Conneciout

-

Report

2018 2017 2018 2018 2020 2021 2022 2023 2024 2026 2026 2027

(E) - 51 Region

102 out of 255 pi
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State-Level Impacts & M

0 ...which decreases Gross State Product (GSP

E Rsuhsrmls SALT Repeal compared to Standard Regional Control - Difference - REMI Pl+ v2.1
= P

FILE HOME Mavigation TABLES
I s : e T[4

(I DevSight v Chart 4 Jlj @ )Pivot v %Change =l
Backto | Economic Demographic Custom | Etend | Add | Export
" gephe CLOM | baras 2 vears + BB Region: - | B2 Resuls
Results Tables Display Options Forecast Report  Export

Teble oon o r f Units v Levels

SALT Repeal Gross Domestic Product (GDP)
Difference compared to The market value of goods and services produced by labor and property in the United States, regardess of nationalty.

Standard Regional Control

¥ [0 Real Gross Domestic ...
= Region
» (3 Real Gross Domestic ...
- Connecticut
» (3 Real Gross Value Add...
Category Units ‘ 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
ey e e Y e o || Billions of Fixed (2009) Dollars 0.000 -6.077 6.778 -7.062 -6.859 -6.393 -5.838 -5.359 -4.954 -4.602 -4.362 -4+.198
Real Gross Domestic Product in Chained lIEIHInns of Chained (2009) Dollz 0.000 -5.992 -6.676 -6.967 6.767 -6.307 -5.759 -5.287 -4.887 -4+.540 -4.304 -4+.141
Real Gross Value Added in Fixed Dollars|Bilions of Fixed (2009) Dollars 0.000 6077 %778 7062 5859 6393 583 -5.358 4854 4802 4362 4198

Gross Domestic Product - Connedicut
o

[V == Real Gross Domestic

05 [~ — Real Gross Domestic

[~ Real Gross Value Add.
-1
15
2
25
3
35
-4
45
5
55
E
65

(2 srovser
E
2023 2024 2026 2026 2027

Report 2016 2017 2018 2019
51 Region

102 out of 255 pi
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State-Level Impacts REMI

0 ...and employment in the state

E Rsuhsrmls SALT Repeal compared to Standard Regional Control - Difference - REMI Pl+ v2.1

FILE HOME Mavigation TABLES = &3

@) [ Model Linkages Forecasts | SO |jm= m
W Qroccoss T

Teble oon o r f Units v Levels

(I DevSight v Chart 4 Jlj @ )Pivot v %Change
Backto | Economic Demographic Custom | Etend | Add | Export
" gephe CLOM | baras 2 vears + BB Region: - | B2 2

Results Tables Display Options Forecast Report  Export

Private Non-Farm Employment

Browser « | SALT Repeal
Difference compared to Employment comprises estmates of the number of obs, full-tme plus part-time, by place of work for al industries except government and farm. Full-tme and part-tme jobs are counted at equal weight. Employees, sole propristors, and active partners are
y inclucted, but unpaid family workers and volunteers are not induded.
+ = Employment Standard Regional Control
~ = Industr
= [Region
£ Private NonFarm | =-=2
=Tt Non £
=) |Cahegmy Units 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
- |Private Non-Farm Employment IThﬂusands (Jobs) 0.000 69.081 -75.360 76486 72.349 65.701 -58.219 -52.084  -46.974 -42.689 -39.717 -37.557
* (3 Local Consum...
¥ (3 Government
* 3 Investment A,
¥ 3 Exports to Mu..
» (3 Exports to Re...
» (3 Exports toRe...
¥ (3 ExogenousIn...
¥ (3 Exogenous In..
» (3 Government -
= Private Non-Farm Employment - Gonnedicut
» (3 Oceupation o
5
-10
-15
20
-25
30
-35
-40
45
-50
-85
80
-65
70
[ﬂ Browser 75
Report 2018 2017 2018 2019 2020 2021 2022 2023 2024 2028 2028 2027

102 out of 255 pi (E) - 51 Region
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State-Level Impacts & M

o Impacts ameliorated somewhat by lower prices

B = : E Resul SALT Repeal compared to Standard Regional Control - % Change - REMI Pl+ v2.1
Navigation TABLES.

. ﬂ [ Model Linkages o QForecasts | 9T |jm’ N
(Il DevSight v L =

BB Regions v | Edend | Add | Export
- Results

Results Tables Display Options Forecast Report  Export

Economic  Demographic  Custom
5 3 v iwBras v 2 Differences

SALT Repeal National Deflator

% Change compared to
Standard Regional Control

¥ (3 National Deflator Region
¥ (3 Commodity Prices m‘

An industry-specific national price defiator, which is determined outside of the model.

Category Units 2016 017 2018 019 2020 2021 2022 2023 2024 2026 2027
Deflator 2009=1 (Nation) 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
| |pee-price ndex 2009=100 (Nation) 0.00%  0.08%  0.42%  0.47%  0.49%  0.48%  0.44%  0.39%  0.34% 0.26%  0.23%
| |PCE-Price Index with Housing Price 2009=100 (Nation) 0.00%  0.07%  0.72%  0.83%  -0.90%  -0.93%  0.92%  -0.88%  -0.84% 0.74%  D.70%

| |Relative Housing Price: [Proportion 0.00%  2.99%  -3.43%  -3.83%  409% 419% A%  411%  -401% 3.75%  -3.62% 3
| |Relative Nonresidential Land Price: [Proportion 0.00%  -3.36%  -3.68%  -3.75%  -3.60%  -3.30% @ -2.96%  266%  -241% -2.04%  -L92%
| [Relative Electric Fuel Cost (Industrial)  |Proportion 0.00% 0.00%  +0.00%  +0.00% 0.00% 0.00% 0.00%  +0.00% 0.00% 0.00%  +0.00%
| [Relative Electric Fuel Cost (Commerdial) |Proportion 0.00% 0.00%  +0.00% 0.00% 0.00%  +0.00% 0.00% 0.00%  +0.00% 0.00% 0.00%
| |Relative Natural Gas Fuel Cost (industria |Proportion 0.00% 0.00% 0.00% 0.00%  +0.00%  +0.00% 0.00% 0.00% 0.00% 0.00%  +0.00%
| |Relative Natural Gas Fuel Cost (Commerc [Proportion 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  +0.00% 0.00%  +0.00%  +0.00%  +0.00%  +0.00%

Prices - Connectict

o
02 I~ — Mational Deflater
¥ — PGE-Price Index
-04 I~ PCE-Price Index with
08 [V — Relative Housing Pri
0s [~ == Relative Nonresident.
h [~ — Relative ElectricFu
-1 [~ — Relative Electric Fu
12 ™ — Relative Natural Gas.
[~ — Relative Natural Gas.
14 [~ — Relative Residual Fu
-6 ™ — Relative Residual Fu
BE]
2
22
24
-26
28
3
32
-34
36
38
(2 srovser “
-42
2018 2017 2018 2019 2020 2023 2024 2006 2026 2027

Report
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State-Level Impacts REMI

o0 Contrast with increase in TX after-tax income

B = > E Resul SALT Repeal compared to Standard Regional Control - Difference - REMI Pl+ v2.1
Navigation TABLES.
f LGS v
. W [& Model Linkages  [7] Table oog o_ % Units v Levels QForecasts | TP |jr‘a m
(Il DevSight v Chart 4 Jlj @ )Pivot v %Change ot
Economic  Demographic  Custom Add | Export
v v R iy Results
Results Tables Display Options Forecast Report Export
SALT Repeal Total Earnings by Place of Work
T The sum of Earnings by Place of Work for private non-farm industries, state and local government, federal civiian, federal miitary, and farm sectors
Standard Regional Control
3 Personal Current Tra...
= Region
(3 Real Concepts with H... 4‘
Texas
Category Units [ 2016 2017 018 2019 20 | 2n 202 | 25 2024 2025 202 2027 ~
|| Equals: Net Earnings by Place of Residen |Billions of Fixed (2009) DnHars‘ 0.000 +17.437 +18.845 +18.999 +17.583 +15.505 +13.353 +11.531 +10.037 +8.917 +8.166 +7.668
|| Plus: Property Income Bilions of Fixed (2009) DnHars‘ 0.000 +0.774 +1.087 +1.586 +2.003 +2.369 +2.664 +2.900 +3.076 +3.200 +3.301 +3.3%0
| | Personal Dividend Income Bilons of Fixed (2008) Dollars’ 0,000 +0.255  +0.360  +0.534  +0.658  +0.75%  +0.826  +0.880  +0.921 40954 40882 +1010
| | Personal Interest Income Bilons of Fixed (2008) Dollars’ 0,000 +0.358  +0.510 40747 +0.973  +L134  +L386  +L546 41669 +L753 4182 +L877
| | Rental Income of Persons Bilons of Fixed (2008) Dollars’ 0,000 40.180  +0.217 40,305 40372 40420 40453 40472 40485 083 40489 40503
| |Pius: Personal Current Transfer Receipts [Bilions of Fixed (2009) Dollars” 0,000 0.040  +0.164  +0.64  +L163 41693 42306 +2603 42924 43269 +3.535  +3.742
| |Equals: Personal Income Bilons of Fixed (2008) Dollars’ 0,000 +18.170  +20.085  +21229 420,755  +19.566  +18.223  +17.034  +16.036  +15386  +15002  +14801
| |Less: Personal current taxes Bilons of Fixed (2008) Dollars’ 0,000 21813 21157  -20.616 20165  -19.827  -19.532  -19.220  -18:885  -18.514  -18.115  -17.697
| |Equais: Disposable personalincome  [Bilions of Fixed (2009) Dollars” 0,000 +39.383  +41.253  +4L845  +40.520 435,393 437755 436,254 434921 433900 433117 432498
Personal Income - Texas
42 —_—
[~ — Total Earnings by ..
4 [~ — TotalWages and Sala.
38 [~ SupplementstoWages
% I~ — Emplayercontributic.
I~ — Employer contributio.
el [~ — Proprietors'income
2 [~ — Less: Contributions
20 I~ — Employeeand Seif-Em
I~ — Employer contributio.
8 [~ — Plus: Adjustment for.
25 ™ — Gross Inflow
24 I — Gross Outflow
[~ — Equals: NetEamings
2z I~ — Plus: Property Income
20 ™ — Personal Dividend n.
18 [~ — Personal Interestin.
[~ RentalIncome of Per
18 [~ Plus: Persanal Curre,
14 [~ — Equals: Personal Inc.
12 [~ — Less:Personal curre.
[ == Equals: Disposable p.
10 - |
3
5
4
2
[ Browser
o
Report 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
Equals: Disposable personal income
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State-Level Impacts REMI

0 Increase in TX GSP

W Results Tools. SALT Repeal compared to Standard Regional Control - Difference - REMI Pl+ v2.1

FILE HOME Navigation TABLES = 83
o0 s &, .
% W [& Model Linkages  [7] Table oo o_ > Units v Levels QForecasts | TP |jr‘a m
(I DevSight v Chart 4 Jlj @ )Pivot v %Change =l
Backto Economic  Demographic  Custom v | Extend Add Export gy
" gephe CLOM | baras 2 vears + BB Region: - | B2 Resuls
Results Tables Display Options Forecast Report Export

SALT Repeal Gross Domestic Praduct (GOF)
Difference compared to

Standard Regional Control

» (3 Real Gross Domestc ..
= [Region
» (3 Real Gross Domestic ... 4‘
- Texas
* 3 Real Gross Value Add...
Category Units [ 201 2017 018 2019 20 | 2n 202 | 25 2024 2025 202 2027
|Real Gross Domeste Product n Fixed Dol [Biions of Fixed (2005) Dolars 0.000 427768 +31263 431621  +29.755 426953 424021 421600  +19.664  +18.275  +17.4%6  +16.917

| |real Gross Domeste Product in chained 1 [Bilions of Chained (2009) Dol 0.000  +27.377  +30.799 431194  +29.353  +26.589  +23.697 421308  +19.393  +18.028  +17.191  +16.688
| |Real Gross Value Added in Fixed Dollars _[Eilions of Fixed (2009) Dollars 0.000 +27.768 431269 431621  +29.755 426953 424021 421600  +19.664  +18.275  +17.42%6  +16.917

The market value of goods and services produced by labor and property in the United States, regardless of natonalty.

Gross Domestic Product- Texas

[V == Real Gross Domestic
[~ — Real Gross Domestic
[~ Real Gross Value Add.

-

Report 2018 2017 2018 2018 2020 21 2023 2024 2025 2026 2027

02 out of 255 p 51 Region

what does REMI say? ™




Migratory Responses & REMI

Mavigation TABLES
f PE- N v
% . W [& Model Linkages  [7] Table oog o_ % Units v Levels QForecasts | TP |jr‘a m
(Il DevSight v Chart 4 Jlj @ )Pivot v %Change ot
Economic  Demographic  Custom Add | Export
- - R iy a - Results
Results Tables Display Options Forecast Report  Export
Browser <« | SALT Repeal Economic Migrants
— Difference compared to Migrants under age 65 (who were part of the aviian population the preceding year) who respond to economic and amenity factors; if value is negative, then more people are moving out of a region than maving in, and vice versa
ligran
+ (= Total Net Mgrants Standard Regional Control
B [Regon
) AllRaces [ —
3 White-NorHispanic
— Category Units 2016 2017 2021 2022 2023 2024 2025 2026 2027
3 Black-NonHispanic
) Other Nort : AllRaces | Thousands 0.000 -34.290 -9.257 -4.231 -1.031 +1.135 +2.932 +3.718 +4.008
SOt Non o || white-tiontisparic Thousands 0000 -23.753 6.192 -2.808 0680  +0.736  +1.888  +2.368  +2.523
& Hispanic | |Biack-Nontispanic [ Thousands 0.000  -3.260 0838 0412 0100 40012 40280 40570 +0.402
Su|rtses | |other-NonHispanic [ Thousands 0.000 2165 0650 0305 0076 +0.087  40.230  +0.289  +0.332
> (3 Femdles Hispanic [ Thousands 0.000 -5.113 -1.517 -0.707 0174 40.200  +0.524  +0.680 40751
3 Equation Coeffici... ([
» (3 Net Refired Mgrants
¥ 3 Net International Migr.
{3 Special Populations Mi..
Met Economic Migrants - Connedict
4
[¥ — All Races
2 [~ — white-NonHispanic
o ™ Black-NonHispanic
[~ — Other-NonHispanic
2 [~ = Hispanic
!
-5
K
-10
-12
18
-15
-18
20
-22
28
-26
-28
-30
32
(3 srowser
-34
Report 2018 2017 2018 2018 2020 2021 2022 2023 2024 2025 2028 2027
Hispanic
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Migratory Responses REMI

0 ...to low-tax states like TX

W Results Tools. SALT Repeal compared to Standard Regional Control - Difference - REMI Pl+ v2.1

FILE HOME Mavigation TABLES &3

o0p &, Unis |+
W [& Model Linkages  [7] Table oo o_ > Units v Levels QForecasts | TP |jr‘a m
Chart 4 Jlj @ )Pivot v %Change ot

(Il DevSight v

Backte | Economic Demographic Custom v | Bxend Add Export gy
" gephe CLOM | baras 2 vears + BB Region: - | B2 Resuls
Results Tables Display Options Forecast Report Export

SALT Repeal Total Migrants

Difference compared to
Standard Regional Control

=] Migrants
= Region
» (2 NetRetired Mgrants 4‘
Texas
b 3 Net Migr...
- Category Units 2016 2017 2018 2019 20 | 2n 202 | 25 2024 2025 2026 2027
(31 Spedial Populations Mi..
[l Races [ Thousands 0000 +164540 +121.262 +30.874  +62.524  +38.206  +19.169  +6.547  -1923 7.529  -ID.468  -11943
\Vhite-NonHispanic [ Thousands 0.000 474753  +54.450  +40.285  427.3%  +16.487  +8.117 42675 -0.502 3212 4374 4910
Black-Nontispanic | Thousands 0,000  +18.847  +13.899 410355 47011 44338 42176 40747 0209 0.837  -LI66 -1.329
| |other-anHispanic | Thousands 0.000 410709 +7.977 46037 44195 42589 +L319  +40.463 €0.121 -0.516 0.730 0.8%
| |Hispanic [ Thousands 0,000  460.231  +44.986 434195 423873 418792 +7.557 42662 0.696 -2.963 4,198 -4.858

The net number of migrants, from any source, relocating into the region

Total NetMigrants - Texas

[¥ — All Races

[~ — white-NonHispanic
150 [~ Black-HonHispanic
140 [~ — Other-NenHispanic
[~ = Hispanic

130

120

110

100

@!m' -10

Report 2018 2017 2018 2018 2020 2021 2022 2023 2022 2026 2026 2027

02 out of 255 p 51 Region
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Migratory Responses

oration across U.S.

E . .
— -
SALT Repeal compared to Standard Regional Control - Difference - REMI Pl+ v2.1

Mavigation TABLES

— T [}
Qo T

4 Units v Levels
Add | Export

]

HOME
ﬂ & Model Linkages
= [ DevSight v

Demographic  Custom
3 v iwBras v

Econemic
Results Tables

<« | SALT Repeal

[ Table o a_
[] chat ¥ jlj @ O Pivot v %Change
[ Regions ~

Map T vears v

Extend
2 Results
Forecast Report

Display Options

All Races - 2017

Browser
Migrants Difference compared to
= & Total Net Mgrants Standard Regional Control
ro oror
. [Regon
» O NetRetred Mgrants | oo
» O Net Migr...

(3 special Populations M.

102 out of 255 policy variable(:
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Fiscal Impacts A remi

]
0 Driven by state economic impacts and migration

o Zoom in on CT fiscal impacts

0 Use Tax-Pl

O Account for migration patterns from U.S. model
O Calibrate the state budget using historical data

what does REMI say? s™



State level: Connecticut ?REW
e

o Background
O State income tax ranges from 3-6.99%
o Combined state and local sales tax: 6.35%
O Property tax: 1.63%
o CT has 2nd highest proportion of people filing SALT deduction

Share Of State Returns With Deduction = orenn

Percent Of Returns In State 17.6 29.3
what does REMI say? *™




Tax-PI Analytical Approach S gemi

Tax/Spending
Change

Change in tax base
and spending
determinants

Direct or “static”
fiscal impact

Observed Change in business
behavioral and personal
response incentives

“Conventional analysis of proposed legislation...does not incorporate effects on the economy...
trying to account for such effects may increase the likelihood of producing an accurate answer.”

Keith Hall, Director, Congressional Budget Office
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Dynamic vs. Static Example: F
Raise Corporate Tax by $200M 4 REMI

200

190

Static: accounting,
arithmetic calculation
180

Dynamic: factors in
economic response

170

160

150
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

what does REMI say? s™



State level: Connecticut ?REW

N
0 Calibrating the budget

Budget Calibration - SALT Deduction

f Budget Data
Options Expenditures Determined By <
Enter actual or forecasted budget data. The budget will be projected forward using

Start of Fiscal Year Units () Revenues () Demand the last year of entered data and an indicator that is selected from the model results.
|J“|3"' | |Nominal § (000s) | | Settings. .. | | Settings... |
Revenues Display Years J Indicator ||fPoqu.- 'u'ariable\"'Rabe InFo‘
|E2014 Bl ta |ZD3D Bl Revenue Details
Revenues ||‘E)('|:ler1ditl..ll’ES‘ Real Estate Conveyance Tax
Economic Indicator
Revenue Name Frzo14 | Fraoi5 | Fyaois | Fraoiz | [~
Personal Income Taxes 9456142 9748600 9334400 10357200 [Regional Actual Capital Stack ]
: Sales & Use Tax 4123470 4251000 4121065 4084665 I:I Time Series Include All
Corporation Tax 508481 527300 902200 910700
: Public Service Tax 298750 308000 308000 316500 Details Units all Years
_|Inheritance & Estate Tax 172078 177400 173400 174700 | » |Residential Percent 100
_|Insurance Companies Tax 230084 237200 243300 24500 Mon-residential Percent a
| Cigarettes Tax 325599 336700 361200 363300 3
L Real Estate Conveyance Tax 1885859 194700 194700 200300
| Cil Companies Tax a Q Q Q
Alcoholic Beverages Tax 59354 51200 S1700 62100
M Admissions & Dues Tax 37539 38700 35300 39600
B Health Provider Tax 455503 479500 6875900 653900
M Misc. Tax 20273 20500 20800 21300 T
M Other Revenues 1108904 1143200 1174313 1183475
: Spedial Transportation Fund (& 1381335.29 1424057 1468100 1596900
_|Mashantucket Pequot and Mot 58147.62 59945 61800 61800
' Regional Market Operating Fur 1034.99 1067 1100 1100
1 Banking Fund 28227 29100 30000 30200
<|| "
|' Add Revenue | [ | | - | ( Ok | | Cancel |
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State level: Connecticut ?REW

0 Tax base falls due to:
O Decreased production
O Decreased employment
o Lower prices (help citizens, hurt budget)
O OQut-migration

what does REMI say? s™



/ L LI — E SALT Repeal w/Balanced Budget compared to Balanced Budget Control - Difference -

FILE HOME
% D ﬂ §& Model Linkages
(s DevSight

Backto | Budget Economic Demographic Custom

Navigation || TABLES

Table 00 o > g Units ~ | Leveis & Forecests ‘} & Current Table
Chart 4 [ @ ) Pivot | %Change

Differences

Regions v | Add | & All Tables

w Extras ~

Custom Revenue

Browser <« | SALT Repeal w/Balanced Budget
Revenue estimates are calculated within the model by multiplying the revenue effective rate by the custom indicator for that revenue category.

Difference compared to
Balanced Budget Control

Budget

ra
rQ

Revenues FY2015 | FY2016 | FYa0i7 | FY2Dis | FY2015 | FY2020 | FY202i | FY2022 | FY2023 | FY2024 | FY2025 | Fv202s | Fv2027
0,000 -257182.467 -564455,51% 63984080 -674500,601 654056, 321 676552,27 -660457,57: 64310544 626655051 612645, 44 802236.53:

0.000 -171422.70; -563894.74: -633394.47¢ -674318.96¢ -636149.82« -680901.51; -666899.53; -651484.08] -636822.51¢ -624396.37¢ -615365.85;

Category Units
[F[Total Revenues Thousands of Current D 0.000

Total Expenditures Thousands of Current D 0.000

Budget

o
-20,000 [V == Total Revenues
[V — Total Expenditures.

@ - . -660,000
-680,000

Report

2022 2023 2024 2025 2026 2027

2016 2016 2017 2018 2018 2020 2021
Total Revenues

e angela 9 0 Amazo Q Webe a 4.70 onne 0.0 0 ticu E) g gio 0
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State level: Connecticut REMI

n Breakdown of revenue decllnes

SALT Repeal w/Balanced Budget compared to Balanced Budget Control - Difference -

Navlgatmn | TABLES

FILE HOME
% D ﬂ §& Model Linkages
(s DevSight

Backto | Budget Economic Demographic Custom
Inputs v v v

. & S
Table 00 o2 i Units | Levels & Forecests ‘jf" & Current Table
Chart 4 [ @ ) Pivot | %Change

Regions v | Add | & All Tables

Differences

w Extras ~

Custom Revenue

Browser <« | SALT Repeal w/Balanced Budget
= T Revenue estimates are calculated within the mode! by multiplying the revenue effective rate by the custom indicator for that revenue category.
- = Budget Balanced Budget Control
: 3 Category Units FY2015 | FY2016 |FY2017 - | FY2018 | FY2015 | FY2020 | Fv2021 | FY2022 | FY2023 | FY2024 | FY2025 | FY202% | Fr2027 [~]
Income Taxes Thousands of Current D 0.000 0.000 -219775,00¢ -259652,08¢ -273070,33¢ -282193,45! -276505.56¢ -266715,53 -255216,75¢ -24443 1, 131 -235467,52¢ -22773. 167
| [sales & use Tax Thousands of Current D 0.000 0.000 -93729.147 -194525.307 -205820.67 -211730.60¢ -213676.467 -212934.81¢ -211186.47; -210075.057 209229, 13¢ -208752. 20¢ -208833.34 =
| |spedal Transportation Fund (STF) Thousands of Current D 0.000 0.000 -26035.545 -56234.564 63311717 68021049 -70860,175 -72265.533 -72699.590 72695194 -72359.968 -71808.314 -71109.114
| |other Revenues Thousands of Current D 0.000 0.000 -12900.338 -29824.427 -34847.082 -35695.540 -34700.782 -32610.511 -30122.250 -27803.134 -25794.686 -24182.168 -23040.964
| |comoration Tax Thousands of Current D 0.000 0.000 -9921.756 -23003.403 -26950.644 -27621.529 -26342.465 -25203.258 -23251.211 -21429.637 -19852.540 -18587.611 -17693.039
| |cigarettes Tax Thousands of Current D 0.000 0.000 -6073.822 -13165.643 -14857.802 -15502.410 -16432.031 -16564.471 -16419.625 -16130.062 -15740.048 -15327.326 -14884.273
Health Provider Tax Thousands of Current D 0.000 0.000 -3315.753 -8718.580 -10282.216 -10999.100 -11317.015 -11335.138 -11175.165 -10960.340 -10783.104 -10630.849 -10547.549
| |public service Tax Thousands of Current D 0.000 0.000 -3487.082 -8245.221 -9897.569 -10420.678 -10550.462 -10413.839 -10136.574 -9844.461 -9540.395 -9236.521 -8978.550
| |alcoholic Beverages Tax Thousands of Current D 0.000 0000 -1064.051 -2345.992 -273L177 -3018.525 -3225.178 -3366.324 -3450.251 -3526.400 -357L.088 -3597.185 -3608.546 -

Revenues - FY2017

Personal Income Taxes

M Sales & Use Tax
Corporation Tax

W Public Service Tax
Inheritance &Estate.

M Insurance Companies

Cigareites Tax

Ml Real Estate Conveyan...

W Oil Companies Tax

Aleohalic Beverages

W Admissions &Dues Tax

W Health Provider Tax

W Misc. Tax
OtnerRevenues
Special Transportati,

W Mashantucket Pequot
Regional Market Oper.
Banking Fund
Insurance Fund

M Consumer Counseland

W Workers' Gompensatio.

M Criminal Injuries Co.

CostofIncentive

Report
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Political Realities A remi

191 oo ormen 236 O Political considerations for passing
legislation:
o Broad geographic coalition required

o State and/or district level
macroeconomic rationale essential

o “The current plan only makes it possible to
cut taxes for other states by using New York
and California as the piggybank.”

- N.Y. Gov. Andrew Cuomo

o SALT repeal already modified to cover
property tax only, not income or sales taxes

How to Get to 218

2016 U.S. House Results (New York Times graphic)
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. Ve
Conclusion A REMI

o SALT deduction one of largest federal tax expenditures
o Differences in state tax rates create winners and losers
o Dynamic modeling with REMI PI+ and Tax-PI estimates
national economic and state fiscal impacts
o Economic migration from high-tax states to low-tax states

o Revenue and employment loss in high-tax states

o How do high-tax states respond?
O Preempt legislation
O Lower taxes

o Non-tax incentives
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