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ABOUT NHFPI

The New Hampshire Fiscal Policy Institute: Sign Up For Our Newsletter

* is a nonpartisan, independent research nhfpi.org/subscribe
nonprofit organization that examines
iIssues related to the State Budget, the
economy, policy decisions, and the
financial security of Granite Staters,
particularly issues relevant to people with
low and moderate incomes.

« does not lobby for or against specific

pieces of legislation NEW HAMPSHIRE
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Individuals, foundations, and other
organizations support NHFPI’'s work.

far in 2025, including the State Budget and
State revenues, housing and child care
costs, the estimated ongoing impacts of

e has been cited in over 400 news stories so @
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ROAD MAP THROUGH THE REVENUE SYSTEM

New Hampshire State Budget structure and new changes
New Hampshire State revenue sources and recent trends
\

ew Hampshire local government revenue sources

. FIOW revenue sources compare across states

AW N

mpacts of Federal and State decisions on local revenues

For more information on State revenues, see Revenue In Review and New Hampshire Policy
Points at nhfpi.org.

See also the New Hampshire Department of Revenue Administration’s Annual Report and the
__ New Hampshire Annual Comprehensive Financial Report, which provide key information used in
b5 this presentation, for more details. 3
s



CLASS QUESTION

WHAT IS PUBLIC REVENUE?

WHY IS IT IMPORTANT?




WHY IS REVENUE IMPORTANT”

1,




WHY REVENUE IS IMPORTANT

« Pays for services that help make our communities stronger

« Tangible and direct effects

Roads and bridges

Police, fire, and emergency medical services

Education (including primary, secondary, and public higher education)
Assistance accessing child care and early education services
Unemployment assistance and job training

Public health services and health coverage for those in need

Waste management, clearing roads of snow and debiris

o o O O O o o o

Parks and preserves, including federal, state, and local protected areas

 Less tangible effects

o Benefits from an educated public and workforce
o Protects citizens from harm, environmental degradation

o Long-term investments, with positive returns, made by the public




WHY “REVENUE”? ISN’T IT JUST TAXES?

* Not all government revenue  sSTATE GENERAL AND PROGRAM REVENUES FOR
comes from taxes NEW HAMPSHIRE, STATE FISCAL YEAR 2024

« Revenue is also collected
through fees, charges, interest,

and programs that sell General
. (Mostly Tax)
products or services Revenues,
$3.3 Billion, | Program
 Federal programs, grants, and 339 (Non-Tax)

. Revenues,
aid supply a large amount of $6.8 Billion,

revenue to the State 67%
government directly; also may
provide funding for local

government initiatives and




WHICH REVENUES ARE WE DISCUSSING?

Three Levels of Government Revenue

« State Revenue: money collected through New Hampshire State taxation
and other sources, including grants from the federal government

o Generally, State tax revenues are relatively flexible, but certain State revenue sources have legal
restrictions on use, such as being directed to a specific program or purpose

 Local Revenue: money collected by New Hampshire’s local
governments (counties, school districts, and municipalities), with tax
revenue collected primarily through property taxes

 Federal Revenue: money raised from economic activity in New
Hampshire and nationwide that flows to state and local budgets

o Federal grants usually have restrictions on their use and are designed for specific purposes

o Federal revenue collections are not a focus in this presentation




NEW HAMPSHIRE
STATE EXPENDITURES AND
THE STATE BUDGET PROCESS




CLASS QUESTION

WHAT CAN YOU TELL ME
ABOUT HOW THE STATE BUDGET
IS CREATED?

HAVE YOU EVER HEARD OF
“HOUSE BILL 2”7?




THE BASICS OF THE STATE BUDGET

Two-year, or Biennial, Operating Budget

Funds most, but not all, State operations for two State Fiscal Years (SFYs),
typically beginning shortly after the budget is approved

The new State Budget provides funding for SFYs 2026-2027, which spans
July 1, 2025 to June 30, 2027, from two years of projected revenue projected

State Budget, currently being implemented, appropriated approximately
$15.89 billion for SFYs 2026-2027 combined

Comprised of Two Separate Pieces of Legislation

Operating Budget Bill, typically House Bill T or “HB 1,” holds the line-item
appropriations with the amount of money in each component of State
programs, standardized class lines for expenditures

Trailer Bill, typically House Bill 2 or “HB 2,” is the companion omnibus bill with
policy changes and appropriations separate from HB 1
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A BUDGET IN TWO BILLS
STATE BUDGET

Operating Budget Bill
(Typically House Bill 1)

Operating Budget Line Items
(House Bill 1, Sections 1.00 to 1.07)

Line Item 1 X XXX
Line Item 2 $XX
Line Item 3 XXX
Organization, Class, and Agency Notes

Line Items Total XX, XXX

Trailer Bill
(Typically House Bill 2)

Omnibus Bill Text

Policy Language in Sentences,
Which Can Include:

Policy Changes Paired With
Line Item Changes
Additional Appropriations
Allocations of Surplus
Revenue from the Prior
Biennium

Policy on Other Topics

12




EXAMPLE OF PAGE FROM MOST RECENT
OPERATING BUDGET BILL

HEB 0001 06/19/2025 WERSION NO: 04 FISCAL YEAR 2026

05 HEALTH AND SOCIAL SERVICES

95 HEALTH AND HUMAN SVCS DEPT

48 HHS: DLTSS-BUR ADULT & AGING

482010 WAIVER AND NURSING FACILITIES

2152 WAIVER/NF PMTS-COUNTY PARTIC

041 Audit Fund Set Aside 214,228

504 Mursing Home Payments - 303,355,759

506 Home Support Waiver Services . 125,100,958

TOTAL 428,670,945

ESTIMATED SOURCE OF FUNDS FOR

WAIVER/NF PMTS-COUNTY PARTIC

005 Private Local Funds 125,180,149
FEDERAL FUNDS 214,442 587
GENERAL FUND 89,048,209

TOTAL SOURCE OF FUNDS 428,670,945

NEW HAMPSHIRE
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FISCAL YEAR 2027 PAGE 552

230,157
325,696,307
134,616,982
460,543 446

129,254,303
230,386,802
100,902,341
460,543 446

13




OPERATING BUDGET CAN INCLUDE NOTES, TEXT

NEW HAMPSHIRE
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THAT CHANGES MULTIPLE BUDGET LINES

HB 0001 06/19/2025 VERSION NO: 04 FISCAL YEAR 2026 FISCAL YEAR 2027 PAGE 553
05 HEALTH AND SOCIAL SERVICES (COMNT.)

85 HEALTH AND HUMAN SVCS DEPT (CONT.)

48 HHS: DLTSS-BUR ADULT & AGING (CONT.)

482010 WAIVER AND NURSING FACILITIES (CONT.}

2152 WAIVER/NF PMTS-COUNTY PARTIC (CONT.)

CLASS NOTES

504 The appropriation in Class 504 shall not lapse, except where noted below, shall not be used for any other purpose, and shall not be considered for budget
reductions required pursuant to any section of this act or any other budget reduction, including executive orders, required of the department of health and
human services. To the extent that nursing home rates paid to providers in 504-Nursing Home Payments are less than the rates established by the
department, prior to applying the budget adjustment factor, any balance remaining, less transfers made into class 504 which shall lapse, shall be paid out to
providers as a lump sum payment within 30 days of the year end, proportionally based on Medicaid class 504 payments made to such providers during the
fiscal year.

506 Payments made from class 506 Home Support Waiver Services shall not be used for any other purpose, and shall not be considered for budget reductions
required pursuant to any section of this act or any other budget reduction including executive orders required of the department of health and human
services, which does not prevent transfers in from other accounts. Class 506 Home Support Waiver 5ervices shall not lapse until June 30, 2027.

05 HEALTH AND SOCIAL SERVICES

85 HEALTH AND HUMAN SVCS DEPT

48 HHS: DLTSS-BUR ADULT & AGING
482010 WAIVER AND NURSING FACILITIES
2154 NURSING SERVICES

D41 Audit Fund Set Aside 3,240 3,240
101 Medical Payments to Providers = 2,681,781 2,681,781
509 Other Mursing Services : 4,198,093 4,198,093
TOTAL 6,883,114 6,883,114

14



TRAILER BILL STRUCTURED AS TYPICAL BILL
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CHAPTER 141
HB 2-FN-A-LOCAL - FINAL VERSION
25-1170
08/05

STATE OF NEW HAMPSHIRE
In the Year of Our Lord Two Thousand Twenly Five
AN ACT relative to state fees, funds, revenues, and expenditures.

Be it Enacted by the Senate and House of Representatives in General Court convened:

141:1 New Paragraphs; Fish and Game; Endangered Species Conservation Act; Definitions. Amend
RSA 212-A:2 by inserting after paragraph V the following new paragraphs:

Vl. “Commissioner” means the commissioner of the department of environmental services.

Vll. “Department” means the department of environmental services.

141:2 Fish and Game; Endangered Species Conservation Act; Conservation Program. Amend RSA
212-A:9 to read as follows:
212-A:9 Conservation Programs.

|. The executive director shall establish such programs, including acquisition of land or aguatic
habitat or interests therein, as are deemed necessary for the conservation of endangered or threatened
species. The executive director shall utilize all authority vested in the fish and game department to camry
out the purposes of this section.

Il. In carrying out programs authorized by this section the executive director shall consult with
other states having a common interest in particular threatened or endangered species of wildlife and may
enter into agreements with federal agencies, other states, political subdivisions of this state or private
persons with respect to programs designed to conserve endangered or threatened species of wildlife
including, where appropriate, agreements for administration and management if any are established
under this section or utilized for conservation of endangered or threatened species of wildlife.

Il All other state denafments and aoencies  tn the extent nossihle  cnnsistent with their

15




EXAMPLE OF APPROPRIATIONS TEXT IN THE
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TRAILER BILL

141:379 Department of Environmental Services; Appropriation. There is hereby appropriated to the
department of environmental services the sum of $2,500,000 for the fiscal year ending June 30, 2026, and
the sum of $2,500,000 for the fiscal year ending June 30, 2027, which shall be nonlapsing, for the purpose
of making payments to communities for projects that have previously been awarded state aid grant
funding for eligible and completed wastewater infrastructure projects, per RSA 486, as approved by the
governor and executive council. Any remaining funds not used for making payments on existing grants
may be used to award new grants. The governor is authorized to draw a warrant for said sums out of any
money in the treasury not otherwise appropriated.

141:380 Appropriation; Department of Environmental Services; Pipe, Water Filtration, and Well
Upgrades; Pillsbury Lake Village District. The sum of $325,000 for the biennium ending June 30, 2027, is
appropriated to the department of environmental services to the Pillsbury Lake Village District for the
purpose of addressing loan costs associated with the following upgrades:




NOT THE ONLY SPENDING AUTHORITY:
EXPENDITURES OUTSIDE THE STATE BUDGET

Capital Budget

 Typically called HB 25, covers six years with opportunity for changes every two years

« Can borrow money to balance and fund expenditures, unlike operating budget
 Allocates funding, including State General Funds, to support projects and debt service
Ten Year Transportation Improvement Plan

 |dentified upcoming planned projects, construction dates, and costs

 Altered every two years by Legislature, typically legislation in even-numbered years
Other Expenditures

 Bills that are not accounted for the State Budget can also appropriate funds

« State agency spending requests can be granted by the Joint Legislative Fiscal Committee
« Some operations are supported by separate, off-budget funds established by the Legislature
« Example: Funding for Medicaid Expansion/Granite Advantage Program under the Patient

Protection and Affordable Care Act is not enumerated in the State Budget, although the




BUDGET CREATED IN A YEARLONG PROCESS,

TYPICALLY WITH FIVE PHASES

State Budget Process Timeline

State Agency Governor’s Senate Committee of

Phase

Phase Phase Conference

August 1
Governor’s
Office
Provides
Spending
Targets

October 1 February 15 April 10* June 5* July 1
Agencies Final Day for Final Day for Final Day for State
Submit Governor to House Vote on Senate Vote Budget
Budget Submit Budget State Budget; on State Takes
Requests to Legislature Crossover Day Budget Effect

*Dates set by legislative leadership each session; all other dates specified in statute.




CLASS QUESTION

WHAT PERCENTAGE
OF THE STATE BUDGET
IS APPROPRIATED TO:

1. TRANSPORTATION?
2. EDUCATION?
3. JUSTICE AND PUBLIC PROTECTION?




BUDGET APPROPRIATIONS IN SIX CATEGORIES

STATE BUDGET APPROPRIATIONS BY CATEGORY

State Fiscal Years 2026-2027 Appropriations,
Includes Trailer Bill Appropriations

General
Government,
$0.92B, 6%

Resource

Prote::tion and Health and Social

Deve opment, 1

$0.99B, 6% Ser_w_ces, 5
$7.08 Billion, 44%

Transportation,
$1.57B, 10%

Education,

Justice and Public $3-54B, 22%

Protection, $1.83B,
12%

NEW HAMPSHIRE
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POLICY Note: These figures account for inter-agency transfers. 20
Sources: Chapters 140-142, Laws of 2025; Office of Legislative Budget Assistant Surplus Statements
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STATE BUDGET EXPENDITURES AND FUNDING
SOURCES ORGANIZED INTO FUNDS

THE NEW HAMPSHIRE STATE BUDGET FOR = :
 Funds act like accounts
FISCAL YEARS 2026 AND 2027, BY FUND _
Includes Operating Budget and Trailer Bill Appropriations * |Interact Wlth one another

 General Fund most flexible,
often the most discussed by

Federal Funds, |egiS|atOFS
$5.26 Billion, .
33.1%  General Fund fills any

Education Trust Fund shortfall

General Fund, * LOttery revenu_es, gaSOIine
Other Eunde - $3.85B, 24.3% and motor-vehicle revenues
$3.02B, 19.0% directed by the State
Constitution
Sweepstakes

Funds, $0.03B, « Other funds directed by

Education Trust
o statute
Fish and Game Fund Fund, $2.61B,

16.4%
o048 03% :  Federal Funds support about
iquor Fund, .
$0.188, 1.1% _ a third of the State Budget
Turnpike Fund, Highway Fund,
$0.29B, 1.8% $0.61B, 3.8% Sources: New Hampshire State Constitution, Part 2, Articles 6-a and 6-b; NHFPI,
SR Building the Budget, February 2017.

iy Sources: New Hampshire Office of Legislative Budget Assistant Surplus Statements;

| INSTITUTE Chapters 140-142, Laws of 2025

21




FEDERAL FUNDING AND STATE SERVICES

Medicaid

Approximately $2.5 billion expenditure in SFY 2024 from all sources, with more than half of the total
supported by federal funds

About 185,300 Granite Staters had access to health care through the program at the end of May 2025,
decrease from pandemic high-level enrollments, yet still higher than 2019

Other Program Areas (Not Comprehensive)

NEW HAMPSHIRE
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Federal transportation aid, through a wide variety of programs
Education aid - special education, school meals, professional development
Water pollution and infrastructure funds, clean and drinking water programs

Supplemental Nutrition Assistance Program (SNAP), also known as the
“New Hampshire Food Stamp Program”

Women, Infants, and Children Nutrition Program (WIC)

Temporary Assistance for Needy Families (TANF)

Low Income Home Energy Assistance Program (State Fuel Assistance Program)
Aid related to the COVID-19 pandemic

Sources: New Hampshire State Treasury; Chapter 90, Laws of 2021; New Hampshire Department of Health and Human Services. 22



THE NEW STATE BUDGET:
A FEW KEY CHANGES




CLASS QUESTION

WHAT DO YOU KNOW,
OR HAVE YOU HEARD,
ABOUT THE NEW STATE BUDGET?




CHALLENGES ENTERING THIS BUDGET CYCLE

Interest and Dividends Tax ($184.6 million to General Fund, or 8.8% of General
Fund revenues, last fiscal year) repealed effective January 2025

 Falling revenues from State business taxes and interest earned on cash holdings

 Youth Development Center settlements: paid $161 million in 296 settled claims as of
March 2025, $1.1 billion pending in 808 filed claims, claims period open until June
2025; $165 million to settle claims appropriated previously, outlays capped at $75
million per year

« Court cases associated with the Youth Development Center and children in the
care of the State could generate substantial liabilities outside of settlement process

 Decisions related to education funding from the State Supreme Court; second-
largest State expenditure, timing of decisions was unknown (both completed now)

« Construction of a new State prison for men, potentially $500-$600 million, annual
bond payments could be substantial

« Changes to federal funding to the State for operations, with about one in three
=% dollars to fund State services coming from the federal government .




REVENUE DECLINE FOLLOWS RECENT GROWTH

June 2014
August 2015
October 2015
December 2015
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DIFFERENCES OVER TIME IN NEW HAMPSHIRE COMBINED GENERAL AND
EDUCATION TRUST FUNDS MONTHLY CASH RECEIPTS

Twelve-Month Rolling Averages of Monthly Cash Receipts to the General and Education Trust Funds Relative to Prior Year

from All Sources Excluding Statewide Education Property Tax

Lower

Business Tax
Revenues,
Interest and

Dividends Tax

February 2015

Month and State Fiscal Year
Note: Medicaid Enhancement Tax excluded from historical data. Statewide Education Property Tax excluded due to tax targeting a certain amount collected.
Sources: New Hampshire Department of Administrative Services, Monthly Revenue Focus Reports

Repeal
Faster Growth Repatriated Overseas CoVID-19
After Slow Initial Profits and Other Revenue
Recovery from Federal Tax Change Decline and
2007-2009 Great Effects Subsequent
Recession Growth
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Appropriation Change, in Millions
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NEW STATE BUDGET FUNDING
CHANGES BY CATEGORY

CHANGES IN TOTAL STATE BUDGET EXPENDITURES BY CATEGORY
Appropriation Changes from SFYs 2024-2025 as Enacted to SFYs 2026-2027 as Enacted

7.6%

14.3%
6.2% ’
1.8%
I
L I
-3.1%
Health and Social Education Justice and Public Transportation Resource Protection  General Government
Services Protection and Development

Category

Note: These changes account for inter-agency transfers and accounting differenced between budgets.
Sources: Chapters140-142, Laws of 2025; Chapters 79 and 106, Laws of 202%; Office of Legislative Budget Assistant Surplus Statements

27




KEY CHANGES IN NEW STATE BUDGET

Work requirements and premiums for Medicaid enrollees, pending federal approval

$3.8 million for Medicaid eligibility call center processing and $3.0 million for long-
term care eligibility determinations backlog

New maternal health supports: more insurance coverage, unpaid time off protections

Funding increase for nursing facilities, and fewer budgeted funds for home and
community-based services for older adults and adults with physical disabilities

Reduced funding for the Office of the Child Advocate, the State Commission on
Aging, the Human Rights Commission, the Division of the Arts, Housing Appeals
Board; defunded the Tobacco Prevention and Cessation Program; repealed the
Prescription Drug Affordability Board and certain vaccine rulemaking authority

Added funding for school districts with lower taxable property values per student,
for districts to support special education needs, and Education Freedom Accounts

* Reduced State funding for the University System by $35 million (17.6 percent)




KEY CHANGES IN NEW STATE BUDGET, CONT.

Added funding for housing shelter aid, particularly with substance use disorders
Eliminated 54 positions at the Department of Corrections

Appropriated $11.55 million for southeastern regional water infrastructure

Repealed motor vehicle inspection requirements, starting in 2026

Prohibited diversity, equity, and inclusion initiatives, potential school funding impacts
Requires school districts to prohibit cell phone use in schools

Boosted retirement system funding for certain police and firefighter personnel who
had retirement benefits changed by 2011 law by $42 million during biennium

Legalized video lottery terminals, expanded gambling opportunities
Added $20 million to Youth Development Center fund, plus $10 million for one case

Increased motor vehicle registration, environmental, and many other fees

- ...with uncertain impacts from $112.7 million in “back of budget” funding reductions.

W insTITUTE 29




NEW HAMPSHIRE’S
STATE REVENUE SYSTEM




CLASS QUESTION

WHAT ARE THE TEN LARGEST
STATE TAX REVENUE SOURCES?




LARGEST STATE TAX REVENUE SOURCES

Audited Amounts to All Funds (State Fiscal Year 2024)
Business Profits Tax* - $1,017.6 million

Meals and Rentals Tax - $467.5 million

Statewide Education Property Tax - $363.8 million
Medicaid Enhancement Tax - $319.9 million
Business Enterprise Tax* - $208.1 million

Tobacco Tax - $189.5 million

Interest and Dividends Tax - $184.6 million

Real Estate Transfer Tax - $183.8 million

Motor Fuels Tax - $178.1 million

10. Insurance Premium Tax - $173.6 million

© O NOUAWN S

*Estimated splits between the two business taxes. Detailed splits available by Tax Year after all returns are filed.
Source: New Hampshire Annual Comprehensive Financial Report for Fiscal Year 2024; New Hampshire Department of Revenue Administration
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NEW HAMPSHIRE STATE REVENUES

STATE REVENUE SOURCES, GOVERNMENTAL AND
ENTERPRISE FUNDS, STATE FISCAL YEAR 2024

Business Profits Tax,
$1,018M
Business
Enterprise
Tax, $208M
Liquor Commission,
$745M
Lottery
Commission,
$635M
Other State Revenue,
$1,700M

Federal Grants,
$3,368 Million

Meals and Rentals
Tax, $468M

Statewide Education
Property Tax, $364M

Medicaid
Enhancement
Tax, $320M

Tobacco Tax, $120M
Interest and Dividends Tax, $185M

Insurance Premium
Tax, $174M Motor Fuels Tax,
FISCAL $178M

I ::,‘os'.';ﬁ\(_,TE Sources: Annual Comprehensive Financial Reports for the State of New Hampshire, the Liguor Commission, and the Lottery Commission,

SFY 2024; NH Department of Revenue Administration, 2024 Annual Report; NH Department of Health and Human Services

Real Estate Transfer Tax, $184M

NEW HAMPSHIRE

Federal transfers significant,
typical among U.S. states as
fraction of total revenue

Not all federal aid flows through
the State Budget

Gross revenues from the Liquor
Commission and the Lottery
Commission are among largest
State revenue sources, but most
revenues generated used to
support internal operations

Business Profits Tax is the
largest State tax revenue
source, and revenues are
commonly combined with
Business Enterprise Tax
revenues prior to final audits

33




FUNDS SHARE KEY REVENUE SOURCES

GENERAL AND EDUCATION TRUST FUNDS
COMBINED REVENUE IN STATE FISCAL YEAR 2024

Miscellaneous,
Communications Services Tax, 8.9%_\

0.9%
Utility Property Tax,

1.4% \

Liquor Commission Profits,

Business Profits

3.3% Tax,
30.5%
Insurance
PremiumTax,
4,.9%

Business Taxes

Real Estate Combined,
Transfer Tax, 36.8%
5.5%
Interest and _|
Dividends Tax,
5.5%
Tobacco Tax,_/ Bus".‘ess
5.7% Enterprise Tax,
6.2%
Lottery
Commission
Profits, Statewide Education
o Property Tax,
6.2% Meals and Rentals Tax, " yn
NEW HAMPSHIRE 1 O- 9 /6
FISCAL 9.9%

POLICY
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Source: New Hampshire Annual Comprehensive Financial Report, State Fiscal Year 2024




RELATIVE SIZES HAVE CHANGED OVER TIME

GENERAL AND EDUCATION TRUST FUNDS
COMBINED REVENUE IN STATE FISCAL YEAR 2013

Business Profits
Tax,
14.2%

Miscellaneous,
14.4%

Business Taxes

Utility Property Tax,
1.5%

Communications Services Combined,
Liquor Commission
Profits,

o 24.2%
2.5%
Business
Enterprise Tax,
10.0%
5.8%
Insurance -
Premium Tax,_/
4.2%
Real Estate _—
Transfer Tax, Statewide Education
4.1% Property Tax,
Interest and 16.0%
Dividends Tax,
4.1%

Tobacco Tax,
9.0%

Lottery Commission Meals and Rentals Tax,
— Profits, 10.9%
ill ey 3.3% )

I insTiTUTE Source: Newy Hampshire Annual Comprehensive Financial Report, State Fiscal Year 2012




INFLATION-ADJUSTED REVENUE SHOWS
POST-PANDEMIC BOOST, THEN DECLINE

GENERAL AND EDUCATION TRUST FUND REVENUE,
ADJUSTED FOR INFLATION

$4,000

&
© oy 23%
g $3,500 2-2/6'0.2% ‘ L - 0 ! _:
S I . e
™
Q  $3000 H
LL
v $2500 -
o ERE -
" ®m Education
5 $2,000 A - - | - Trust Fund
- 1,500
o b = General Fund
i
>  $1,000 A
0
3
5 $500 -
>

$0

20, <0~ 0. <0~ <0, <0, <0,. <0,. <0, <0,. <0,. <0,. <0, <0,. <0+ <0+ <0+ <0+ <0, <
005 ~C05 ~005 ~Cog ~01 ~Cr; 05 ~Os3 ~Or, ~Os5 ~Os ~0;5 ~Os5 ~0sg ~03, 03, ~0a, ~0, ~05 ~0o,
State Fiscal Year (SFY)
Flecal *MNote: Data based on unaudited cash basis revenues.
[|||| g Pouey Sources: New Hampshire Annual Comprehensive Financial Reports, SFYs 2014-2024; New Hampshire Department of Administrative Services Monthly Revenue Focus; 36

U.S. Bureau of Labor Statistics Consumer Price Index-Urban, Northeast



CLASS QUESTION

WHEN YOU THINK OF
NEW HAMPSHIRE’S “BUSINESS TAXES,”
WHAT DO YOU THINK OF?




THE TWO PRIMARY BUSINESS TAXES

Business Profits Tax (BPT) Business Enterprise Tax (BET)

ssssssss
FFFFFF
PPPPPP

Traditional state corporate income tax Unique among state business taxes,

Tax based on net business profits based on compensation and interest

after adjustments (BET) and paid or accrued and dividends paid,
apportionment adjustments, and apportionment

Tax base likely about $10.7 billion in * Broader tax base, likely about

Tax Year 2022 $43.3 billion in Tax Year 2022

Recent rate reductions: * Recent rate reductions

2001-2015: 8.5%, 2016-17: 8.2%. 2001-2015: 0.750%, 2016-17: 0.720%,
2018: 7.9%, 2019-21: 7.7%, 2022: 7.6%, 2018: 0.675%, 2019-21: 0.600%,
2023: 7.5% 2022: 0.550%

Supports the General Fund (61%) and Supports the General Fund (61%) and
the Education Trust Fund (39%) the Education Trust Fund (39%)

Sources: New Hampshire Fiscal Policy Institute, Revenue in Review, May 2017;
New Hampshire Department of Revenue Administration; Chapter 141, Laws of 2025 38



SUBSTANTIAL GROWTH FROM BUSINESS TAXES
DURING LAST DECADE, EVEN AFTER INFLATION

NEW HAMPSHIRE BUSINESS PROFITS TAX AND BUSINESS ENTERPRISE TAX
GENERAL AND EDUCATION TRUST FUNDS INFLATION-ADJUSTED REVENUE

$1,600

m Business Profits Tax  m Business Enterprise Tax « BPT appears to be

1,400 primary driver of
'=§ 1200 revenue growth
§ s « BPT versus BET
& assumptions in
G w0 cash revenue splits
£ oo have changed over
= time as BPT

5400 revenues have

s increased

$0

2003 2004 2005 2006 2007 2008 2009 2010 201 2012 2012 2014 2015 2016 2017 2018 2019 2020 2021 2022 202% 2024 2025°

State Fiscal Year (SFY)

wewnamesure Note: Preliminary combined data based on unaudited cashreceipts. Final sorting between these two taxes not reported fully In the Annual Comprehensive Financial Reports,
FISCAL Sources: New Hampshire Annual Comprehensive Financial Reports; Department of Administrative Services Monthly Revenue Focus, June SFY 2025;
39
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CORPORATE TAX REVENUES UP NATIONWIDE

CHANGE IN STATE CORPORATE TAX REVENUES, 2015-2023

Nationwide and New England Aggregate Figures as Reported by the U.S. Census Bureau,
New Hampshire Data from State Financial Audits, by Fiscal Year

220%

200%

180%

160%

140%

120%

100%

80%

60%

Percent Change in Revenue

40%

20%

0%

Nationwide Total,

New England Without
New Hampshire, 172%

New Hampshire, 124%

Fiscal Years 2015 to 2023

Note: New Hampshire data based on Annual Comprehensive Financial Reports, others based on U.S. Census Bureau data. Data for New Hampshire

inthe U.S. Census Bureau Collections appeared to include an error.

Sources: U.S. Census Bureau, Annual Survey of State Government Tax Collections; New Hampshire Annual Comprehensive Financial Reports




INCREASING NATIONAL CORPORATE PROFITS
LIKELY BOOSTING STATE REVENUES

U.S. CORPORATE PROFITS BY QUARTER
Corporate Profits Adjusted for Inventory Valuation and Capital Consumption,
Annual Rate, Seasonally Adjusted
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Source: Federal Reserve Bank of St Louis, accessed July 22, 2025



LARGE FILERS KEY TO BPT REVENUES

NEW HAMPSHIRE BUSINESS PROFITS TAX

PAID AND NUMBER OF FILERS, TAX YEAR 2022

$2.0 Million (0.2%)
from 61,206 Filers
(80.7%)

$34.8 Million
(4.3%) from 8,455

$326.4 Million Filers (11.1%)
(40.3%) from .
119 Filers

(0.2%) $152.3 Million
(18.8%) from 5,050

Filers (6.7%)

$295.1 Million

(36.4%) from

1,033 Filers
(1.4%)

Note: Draft data as of August 12, 2024.

| :gs:}c; Source: New Hampshire Department of Revenue Administration,
l||| | INSTITUTE 2024 Annual Report 42




DIVERSITY OF FILER TYPES IN BPT BASE

BUSINESS PROFITS TAX FILERS BY TYPE

Tax Year 2022 Water's Edge
Fiduciaries, (Combined Multi-
624, 1% I __— Component Filer),

5,378, 7%

Proprietors,

26,302, 35% Partnerships,
15,059, 20%

Corporations,
28,500, 37%

wew wawpsins Note: Draft data as of August 12, 2024,

FFFFFF
| INSTITUTE Source: New Hampshire Department of Revenue Administration, 2024 Annual Report 43




MORE THAN HALF OF BPT REVENUES FROM
COMPLEX, COMBINED-REPORTING FILERS

BUSINESS PROFITS TAX FILERS BY LIABILITY
lax Year 2022

Fiduciaries, $4.3 Million,
0.5%

Proprietors,
$36.7 Million, 5% P

Corporations,
$174.4 Million,
21%
Water's Edge
(Combined Multi-

Component Filer),

$121.7 Million,
15%

I||| FSCAL Note: Draft data as of August 12, 2024,
illlh N7 Source: New Hampshire Department of Revenue Administration, 2024 Annual Report
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LARGER FILERS IMPORTANT TO BET REVENUES,
BUT A BROADER BASE THAN THE BPT

NEW HAMPSHIRE BUSINESS ENTERPRISE TAX

PAID AND NUMBER OF FILERS
Tax Year 2022

$9.2 Million from
60,034 Filers
$36.7 Million
from 20
Filers

$57.8 Million
$57.0 Million from 19,485
from 246 / Filers
Filers

$79.4 Million
from 3,085
Filers

||||| POLICY Source: New Hampshire Department of Revenue Administration, 2024
il wsTiTUTE
Annual Report
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COMPLEX, MULTI-COMPONENT FILERS PAID
ABOUT HALF OF BET REVENUE COLLECTED

BUSINESS ENTERPRISE TAX FILERS BY TYPE

AND TOTAL REVENUE COLLECTED
Tax Year 2022
Proprietors, Fiduciaries,
$16.9 Million, $0.0 Million,
7% 0.03%

—_—

Corporations, Water's Edge
$71.4 Million, (Combined
30% Reporting
Filer),
$118.4 Million,
50%

Partnerships,

$31.5 Million,
NEW HAMPSHIRE 1 3%
||| FISCAL Source: New Hampshire Department of Revenue Administration,
I|I | INSTITUTE 2024 Annual Report 46




REVIEW: GENERAL AND EDUCATION TRUST
FUND REVENUE SOURCES

GENERAL AND EDUCATION TRUST FUNDS
COMBINED REVENUE IN STATE FISCAL YEAR 2024

Miscellaneous,
Communications Services Tax, 8.9%

0.9% '\
Utility Property Tax, \
1.4% \

Liguor Commission Profits, Business Profits

3.3% Tax,
30.5%
Insurance
Premium Tax,
4.9%

Business Taxes

Real Estate Combined,
Transfer Tax, 36.8%
5.5%
Interest and __|
Dividends Tax,
5.5%
Tobacco Tax,_/ Bus"f"ess
5.7% Enterprise Tax,
6.2%
Lottery
Commission
Profits, Statewide Education
o Property Tax,
6.2% Meals and Rentals Tax, P {
NEW HAMPSHIRE 10.9/{3
FISCAL 9.9%
||||| I INSTITUTE ) ) ) ) . i 47

Source: New Hampshire Annual Comprehensive Financial Report, State Fiscal Year 2024




CLASS QUESTION

WHAT DO YOU KNOW ABOUT
THE STATEWIDE EDUCATION
PROPERTY TAX (SWEPT)?




THE STATEWIDE EDUCATION PROPERTY TAX

« Established in 1999 to support
newly created Education Trust
Fund for Adeqguate Education
Grants funding education on a
per pupil basis

 Set to raise $363 million in
2005, does not adjust for
inflation; one-time reduction
to $263 million for SFY 2023

« State requires local
governments to raise this
revenue

Millions of SFY 2025 Dollars

« Retained locally; revenue
went to State previously, but
not after 2011

NEW HAMPSHIRE
FISCAL
POLICY

| INSTITUTE

|||I|

STATEWIDE EDUCATION PROPERTY TAX
NEW HAMPSHIRE EDUCATION TRUST FUND
INFLATION-ADJUSTED REVENUE

$200

$300

$700

$600

$500

$400

$300

$200

$100

State Fiscal Year (SFY)

*Note: Preliminary data based on unaudited cash receipts.
Sources: New Hampshire Annual Comprehensive Financial Reports; Department of Administrative Services Monthly Revenue Focus, June SFY 2025;
U.S. Bureau of Labor Statistics, CPI-U, Northeast
49




CLASS QUESTION

WHO PAID MEALS AND RENTALS
TAX RECENTLY?




THE MEALS AND RENTALS TAX

NEW HAMPSHIRE MEALS AND RENTALS TAX

INFLATION-ADJUSTED REVENUE e Tax of 85 percent levied on
. m General and Education Trust Funds ®m Municipal Revenue Fund Transfer mOSt purChaseS Of fOOd or
beverages from restaurants,
. also on hotel rooms and car
© rentals
8
o $400 « Rate was 9 percent from
@] .
N mid-2010 to late 2021
L $300
5 « Funds the General Fund,
S o200 Education Trust Fund (car
F rentals portion), certain

school building aid, State’s
travel and tourism
development agency,

$100

$0
municipalities (30 percent
State Fiscal Year (SFY) directed to a SpeCIa| fund
NEW HAMPSHIRE *MNote: Data based on unaudited cash receipts. H
“ :gﬁ‘é"-{ Sources: NH Annual Comprehensive Financial Reports; Department of Administrative Services Monthly Revenue Focus, June SFEY 2025; O U tS I d e Sta te B U d g et)
||| | INSTITUTE U.S. Bureau of Labor Statistics, CPI-U, Northeast sl




THE MEDICAID ENHANCEMENT TAX

NEW HAMPSHIRE MEDICAID ENHANCEMENT TAX * Taxon hospitals equivalent to
INFLATION-ADJUSTED REVENUE 5.4 percent of charges levied for

$400 services

« Revenues to Uncompensated
Care and Medicaid Fund,

$300

- matched with federal funds

6200 Supports Disproportionate Share

- Payments to hospitals based on
care provided to Medicaid and

#100 uninsured patients

. Remaining funds contribute
State share of match for federal

$0
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Medicaid dollars

$350

W
A
£
o
(a]
n
(o]
o
o~
>
LL
w
—
o
4]
c
2
E

|||I|

o
[ ]

State Fiscal Year (SFY)

MNote: All revenues are unaudied cash basis revenues.

Sources: New Hampshire Department of Revenue Administration; New Hampshire State Treasury; U.S. Bureau of Labor P P rev I O u S | y a | So CO ntrl b uted to

Statistics, CPI-U, Northeast

the General Fund

FISCAL
POLICY
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THE TOBACCO TAX

* $1.78 per 20-cigarette pack, GENERAL AND EDUCATION TRUST FUNDS
adjusted-proportionally for pack INFLATION-ADJUSTED REVENUE
size, does not include premium e
cigars , $350

5

« 65.03 percent on wholesale price of 2 ssoo

other tobacco products S
I $250

 Also includes e-cigarettes, certain o o
nicotine products (8 percent tax G
open system, $0.30 per milliliter 5 w0
closed system) s

$100

 Several rate changes in last 25 years

$50
(boosted up to $0.37/pack in 1997)
$0
« Supports General ($1.00/pack) and &S
Education Trust Funds ($0.78/pack) State Fiscal Year (SFY)
*Note: Preliminary data based on unaudited cash receipts.
:I:::.\Anzsms Sources: New Hampshire Annual Comprehensive Financial Reports; Departr‘_ne_nt of Administrative Services
|||I| I::‘os._T.ﬁETE Monthly Revenue Focus, June SFY 2025 U.S. Bureau of Labor Statistics, CPI-U, Northeast 53




THE INTEREST AND DIVIDENDS TAX

NEW HAMPSHIRE INTEREST AND DIVIDENDS TAX °
GENERAL FUND INFLATION-ADJUSTED REVENUE Repealed as Of 2025
$250 « Tax on interest, dividend, and
distribution income from assets
§ $200 « Effectively tax on income
Q generated from wealth, including
S e stock or business ownership, not
LL . . .
z including the sale of assets (capital
g gains)
= $100 . . . .
= * Individuals, joint filers, and certain
companies and partnerships
$50
* Filing threshold of $2,400, and
$4,800 for joint filers; additional
$0 .
PP E P PP O P PPN ® O DD D b p S $1,200 exemptions for older adults,
G A S AR RN SRR A R blind individuals, or certain
State Fiscal Year (SFY) ) T ’
:'ganfm Sources: New Hampsh]r; Tﬁ\cr)wtne;aﬁrggm;fg:nast}i:la:fneadnggIugggglttiégjsgr;re‘;eerﬁtjf Administrative Services d I Sa b I | Itl es
|||I| | ﬁqos'-':ﬁ‘(_;m Monthly Revenue Focus, June SEY 2025; U.S. Bureau of Labor Statistics, CPI-U, Naortheast 54




WHO PAID INTEREST AND DIVIDENDS TAXES?

NEW HAMPSHIRE INTEREST AND DIVIDENDS

TAX REVENUE BY THE TAXABLE INTEREST Taxable Income Did Not Include:
AND DIVIDEND INCOME OF FILERS . Salar
Tax Year 2022, Only Taxable Interest, Dividend, and alaries

Distribution Income Included . Wa ges
$13M, 9%, From . .
53,800 Filers With  Capital gains
Less Than $20,000 in
Taxable |&D Income

 |Individual Retirement Accounts

« Employee Benefit Plans under the
$86 Million, Employee Retirement Income Security
SEGeRAl Act of 1974 (Section 3)

Revenue, From

$50M, 33%, From 2,267 Filers

17,274 Filers With With More Than
Taxable I&D $200,000 of

« Keogh Plans (for retirement)

« Tax deferred investment plans

Incomes of Taxable

$20,000 to Interest and
$200,000 Dividend (1&D)

Income

 Stock dividends paid in new stock
 Certain interest and dividends from
College Tuition Savings Plans

Learn more from the New Hampshire Department of

NEW HAMPSHIRE

« . . 5 7] H 3
e Source: New Hampshire Department of Revenue Administration, Revenue Administration’s "I&D Checklist
| INSTITUTE 2024 Annual Report
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SIGNIFICANT WEALTH OFTEN REQUIRED TO
GENERATE HIGH I&D TAXABLE INCOME

ASSET OWNERSHIP REQUIRED TO GENERATE INCOME TAXABLE
UNDER THE INTEREST AND DIVIDENDS TAX AT SELECTED LEVELS,

TAX AND CALENDAR YEAR 2021 WITH A 5 PERCENT TAX RATE

Wealth Amount
Interest and Dividends Wealth Amount | Wealth Amount Generating
Tax Paid Taxable Interest Generating Generating Income with
(After Any Exemptions, and Dividend Income with Income with 1.24 Percent
Assumed $2,400 in Wealth Income 12 Percent Annual|5 Percent Annual| Apnnual Return
Estimate Calculations) Return Return (S&P 500 2021
Dividend Average)
$250,000 $5,000,000 $41,686,667 | $100,048,000 $403,419,255
$100,000 $2,000,000 $16.686,667 $40,048,000 $161,4832,871
$50,000 $1,000,000 $8,253,333 $20,048,000 $80.,838,710
$10,000 $200,000 $1.686,667 $4,048,000 $16,322,58]
$1.000 $20,000 $186,667 $448,000 $1.806,452
$500 $10,000 $1032,333 $248,000 $1,000,000
$1 $20 $20,167 $48,400 $195,161
$0” $0" | Up To $20,000 | Up To $48,000 Up To $192,548

Mote: Calculations assume 32,400, the base exemption amaount under the Interest and Dividends Tax, is not included as taxable income,
ut is included in the wealth kase used to generate taxakle interest, dividend, and distribution income.

| b Sources: Mew Hampshire Department of Revenue Administration, 2023 Annual Report; Mew York University Professor Aswath
POLICY
|I|I | INSTITUTE Cramaodaran, Damedaran Cnline, accessed January 2024 56




THE REAL ESTATE TRANSFER TAX

NEW HAMPSHIRE REAL ESTATE TRANSFER TAX

m General and ELT::::LZ::E:Us:;zmif:ﬁ::i Fund Transfer ¢ $O75 per $1OO Of Sale Of real eState
e or interest in real estate

a0  Rate charged to both buyer and seller,
: for total revenue of $1.50 per $100
g « $0.25 of the $0.75 to Education Trust
n Fund, rest to General Fund, with $5
5 " million each year to the Affordable
5 $ Housing Fund
= 100

 Revenues shift more with the overall
economy than other taxes, but largely
track with single family home sales
volume, while still applying to
commercial property

$50

State Fiscal Year (SFY)

“Note: Preliminary data based on unaudited cash receipts.
HEW HAMPSHIRE Sources: New Hampshire Annual Comprehensive Financial Reports; Department of Administrative Services

:Eﬁtlir Menthly Revenue Focus, June SFY 2025 U.S, Bureau of Labor Statistics, CPI-U, Northeast -
| INSTITUTE
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THE MOTOR FUELS TAX

e $0.222 per gallon on motor fuels,
NEW HAMPSHIRE MOTOR FUELS TAX

aviation fuel taxed at different rate HIGHWAY FUND INFLATION-ADJUSTED REVENUE
 Rate was increased from $0.18 for $240
SFY 2015, continues to have a fixed
dollar amount that is not adjusted $200
for inflation

$160

« Can only be used for highway-
related purposes under the State
Constitution, other more specific
restrictions on parts of revenue

$120

$80

Millions of SFY 2024 Dollars

 Revenues go to the Highway Fund, = %4

used for interest on highway bonds
and notes as well as for highway-
I ’L
related operahons, sgch as State Fiscal Year (SFY)
Construct|on and ma|ntena nce Sources: New Hampshire Annual Comprehensive Financial Reports; U.S, Bureau of Labor Statistics,

NEW HAMPSHIRE Consumer Price Index-Urban, Northeast
FISCAL

|||I|
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THE INSURANCE PREMIUM TAX

 1.25 percent on premiums from
NEW HAMPSHIRE INSURANCE PREMIUM TAX

INFLATION-ADJUSTED REVENUE INnsurers

m General Fund #® Non-Federal Expanded Medicaid Share

« 2 percent health, accident, and
certain life insurance premiums

* Previously 2 percent for all types
of insurance, and currently
includes certain adjustments for
interstate operations and rates

 Supports General Fund, except
revenues from those insured
under the NH Granite
Advantage Health Care
Program, which go to the
Program’s Trust Fund to support
Nt Br el ot et o et meh et the non-federal share of

I Frsear ™ Sources: New Hampshire Annual Comprehensive Financial Reports; Department of Administrative Services Monthly Revenue
il

| |rNoSI'-I!IgI‘YJTE Faocus, April and June Reports; U.S. Bureau of Labor Statistics, CPI-U, Northeast M ed | Ca | d EX pa n S | O n 59




OTHER KEY STATE TAXES

Utility Property Tax

« $6.60 per $1,000 levied on machinery, real estate, structures for commercial
electricity, natural gas, or petroleum distribution, and certain water and sewer
infrastructure

 Relatively stable revenue source, $46.8 million in SFY 2024

Nursing Facility Quality Assessment

« 5.5 percent net revenues related to patient services at nursing facilities

« $44.8 million in SFY 2024, provider tax that leverages federal dollars

« Revenues to nursing facilities through Medicaid Quality Incentive Program
Communications Services Tax

« 7/ percent tax on two-way communications services

« Does not include internet providers, landline phones key to tax base

= o A declining revenue source in last 15 years, $30.6 million in SFY 2024 .




NEW HAMPSHIRE TAX REVENUES
SLIGHTLY BELOW AVERAGE VOLATILITY

STATE TAX REVENUE VOLATILITY, FISCAL YEARS 2008-2023
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Geography
Source: The Pew Charitable Trusts, State Tax Revenue |s Becoming More Volatile, March 27, 2025
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DISCUSSION QUESTIONS

WHAT ARE THE CONSEQUENCES
OF REVENUE VOLATILITY?

HOW DO YOU EXPERIENCE, OR
ADJUST FOR, REVENUE
VOLATILITY IN YOUR
JURISDICTION?




CLASS QUESTION

WHAT ARE THE LARGEST
NON-TAX REVENUE SOURCES
FOR THE STATE?




LARGEST NON-TAX REVENUE SOURCES

To All Funds (State Fiscal Year 2024)

 Federal Grants - $3,367.7 million
(includes federal transfers to the State’s Governmental
and Enterprise Funds)

 Liguor Commission Sales and Services - $745.4 million
($139.9 million in operating profits for other State uses)

« Lottery Commission Revenues - $634.8 million
($207.9 million in profits for Education Trust Fund)

o Renamed under the new State Budget to the Lottery and Gaming Commission

 Turnpike Tolling - $148.5 million

« Unemployment Compensation Fund - $40.0 million




ENTERPRISE REVENUES AND FUNDS

Liquor Commission

« QOperates State liguor stores that are sole source for liquor and spirits, while certain
wine may be sold from licensed businesses; beer is taxed

* Funds its own operations, the Alcohol Abuse Prevention and Treatment Fund, non-
federal share of expanded Medicaid, and the General Fund

Lottery (and Gaming) Commission

 Sells lottery tickets and oversees racing, charitable gaming, video lottery terminals,
Keno, sports betting; several recent expansions to scope of gaming

« Per constitutional requirement, lottery profits support public schools
Turnpike System
 Tolls users of three Turnpikes to operate, construct, and maintain them

 Not all 89 miles of Turnpike highway are tolled, sections can be transferred from
other Department of Transportation ownership

Unemployment Compensation Fund

NEW HAMPSHIRE

FFFFFF

s Charges employers at a variable rate, funds unemployment payments 65
e
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STATE REVENUE SYSTEM:
STRENGTHS AND WEAKNESSES

Reliance on many revenue streams, most with narrow bases
High importance of non-tax revenue sources: profits from liuor and lottery sales

Fortunes do not rise or fall with small changes in a single revenue source, adds
stability to the revenue system relative to some other states

Increased importance of the Business Profits Tax could add reliance on a single,
relatively volatile revenue source

Narrow bases more likely to disappear with changing economy

Certain revenue sources likely to be declining over time, such as the Tobacco Tax and
the Communications Services Tax

Policymaker flexibility might be more limited because of narrower bases, large or
many adjustments may be needed to react to changes

Changing demographics may complicate sustainability

Reliance on federal sources results in limited options if funding from the federal
government is reduced




EFFECTIVE STATE AND LOCAL TAX RATE HIGHER
FOR HOUSEHOLDS WITH LOWER INCOMES

10% -

9% -

Percentage of Income to Taxes

0% -

NEW HAMPSHIRE
FISCAL
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7% -

6% -

5% -

4% -

3% -

2% -

1% -

STATE AND LOCAL TAXES AS A SHARE OF NEW HAMPSHIRE FAMILY INCOME

Effective Tax Rate as a Share of Income by Income Group, 2024 Tax Laws Based on 2023 Income Leve/s*

8.9%

Lowest 20%: Second 20%: Middle 20%: Fourth 20%: Next 15%: Next 4%: Highest 1%: More
Less than $35,000 - $62,300 - $104,100 - $153,900 - $329,300 - than $721,000
$35,000 $62,300 $104,100 $153,900 $329,300 $721,000

Income Group as a Percentage of Taxpayers

*Note: Does not include taxpayers who are age 65 and older or tax units with negative incomes. Dependent filers are included with claiming filer.

Source: Institute on Taxation and Economic Policy, Who Pays? Seventh Edition, January 2024 7



COMPARING
STATE AND LOCAL GOVERNMENT TAX
REVENUES




CLASS QUESTION

DOES THE STATE GOVERNMENT IN
NEW HAMPSHIRE RAISE MORE
TAX REVENUE THAN LOCAL
GOVERNMENTS?




LOCAL GOVERNMENTS COLLECT MORE TAX
REVENUE THAN THE STATE

NEW HAMPSHIRE TAX REVENUE BY
GOVERNMENT LEVEL, FISCAL YEAR 2022

Source: US. Census Bureau, State and Local Government Finance Survey

Local Governments includes:

Municipal governments
(town and city)

School districts

State of
County governments New Hampshire,
New Hampshire 42%
Local Governments
Combined, 58%



STATE TAXES IN NEW HAMPSHIRE RELATIVELY
LOW, INCLUDING IN NORTHEAST

STATE TAX REVENUE PER CAPITA,

FISCAL YEAR 2021 REVENUES AND JULY 2021 POPULATION ESTIMATES

State Estimated Amount

Vermont $6,342

‘g‘ California $6,341
< Connecticut $6,090
T Minnesota $5,567
Hawaii $5,560

United States $3,802

South Dakota $2,399

7 New Hampshire* $2,316
S Florida $2,259
9 Texas $2,212
Alaska $1,435

“Mote: Apparent double-counting of Statewide Education Property Tax removed from local property tax revenues in
New Hampshire calculations.

[||||||| Etif;ﬁm Source: U.S. Census Bureau, 2021 Annual Survey of State and Local Government Finances, Population Estimates Program 71




FISCAL YEAR 2021 REVENUES AND AND JULY 2021 POPULATION ESTIMATES

TOTAL STATE AND LOCAL TAXES IN NEW
HAMPSHIRE ARE NEAR NATIONAL MEDIAN

TOTAL STATE AND LOCAL TAX REVENUE PER CAPITA,

State Estimated Amount

New York $10,331

‘g‘ Connecticut $9,424
< California $9,217
T New Jersey $8,305
Massachusetts $8,107

United States $6,334

New Hampshire* - Ranked 25th $5,409
South Carolina $4,413

k7 Florida $4,381
§ Tennessee $4,259
S Alabama $4,237
Alaska $4,189

“Note: Apparent double-counting of Statewide Education Property Tax removed from local property tax revenues in
New Hampshire calculations.
Source: U.S. Census Bureau, 2021 Annual Survey of State and Local Government Finances, Population Estimates Program




PROPERTY TAXES MORE THAN HALF
OF STATE AND LOCAL TAX REVENUES

STATE AND LOCAL TAXES IN NEW HAMPSHIRE
State Fiscal Year or Tax Year 2023

Statewide
Education
.. Property Tax,
$263M, 3%

Local Property

Taxes $4 273M, Business Profits
) 3 Tax, $959M, 12%
56% ‘

Business
. Enterprise Tax,
$300M, 4%
Meals and
Rentals Tax,
$448M, 6%
Other Local Taxes, Medicaid
$104M, 1% —__Enhancement Tax,
’ ) o,
Other State Taxes, ... @ ) —— $302M, 4%
$126M, 2% _— 1 Y T—_Tobacco Tax,
Interestand , $218M, 3%
Dividends Tax, Insurance Premium Motor Euels Tax, Real Estate Transfer
$147M, 2% Tax, $168M, 2% $182M, 2% Tax, $211M, 3%
;EI::IAAT"IRE Sources: New Hampshire Annual Comprehensive Financial Report, State Fiscal Year 2023; New Hampshire
|||I| | r...os'-]!f-:r‘(_,-rg Department of Revenue Administration, 2023 Annual Report and Completed Public Tax Rates 2023; U.S. Census 73

Bureau, Survey of State and Local Government Finances, 2021; Joint Legislative Fiscal Committee, FIS 23-311




FEWER LOCAL TAX REVENUE SOURCES

ALL STATE TAX REVENUE ALL LOCAL TAX REVENUE
IN NEW HAMPSHIRE IN NEW HAMPSHIRE
FISCAL YEAR 2022 FISCAL YEAR 2022
Source: U.S. Census Bureau, Survey of State and Local Government Finances Source: U.S. Census Bureau, Survey of State and Local Government Finances

Property
Taxes, 98%

Combined Business
Profits and
Enterprise Taxes,

Motor 35%
Fuel, >
5%

Interest
and — Other
Dividends, Selective
4% Sales,

Property, 16%
Tobacco,l 12%

5% }
All Other
Taxes, 2%

NEW HAMPSHIRE
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POLICY

| INSTITUTE

74




PROPERTY TAXES KEY TO
LOCAL TAX REVENUE IN MANY STATES

PROPERTY TAX REVENUE AS A PERCENTAGE OF ALL LOCAL TAX REVENUE,
FISCAL YEAR 2021

State Estimated Percentage

Maine 99%

‘g’q' New Jersey 98%
'5: Connecticut 98%
T New Hampshire* 97%
Rhode Island 97%

United States 73%

New Mexico 54%

g7 Maryland 53%
g Louisiana 44%
9 Arkansas 41%
Alabama 40%

*Mote: Apparent double-counting of Statewide Education Property Tax removed from local property tax revenues in
New Hampshire calculations.
Source: US. Census Bureau, 2021 Annual Survey of State and Local Government Finances 75
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DOLLARS PAID PER PERSON IN PROPERTY
TAXES HIGH RELATIVE TO NATIONAL LEVEL

STATE AND LOCAL PROPERTY TAX REVENUE PER CAPITA,
FISCAL YEAR 2021 REVENUES AND JULY 2021 POPULATION ESTIMATES

State Estimated Amount

New Jersey $3,538

E New York $3,343
< Connecticut $3,276
T New Hampshire* $3,046
Vermont $2,992

United States $1,898

New Mexico $936

g7 Tennessee $926
2 Oklahoma $918
S Arkansas $834
Alabama $659

*Mote: Apparent double-counting of Statewide Education Property Tax removed from local property tax revenues in
New Hampshire calculations.

l||||||I E‘iﬁﬁm Source: US. Census Bureau, 2021 Annual Survey of State and Local Government Finances, Population Estimates Program 76




PROPERTY TAX RECEIPTS MAJORITY OF
LOCAL REVENUE IN NEW HAMPSHIRE

LOCAL GOVERNMENT REVENUE SOURCES
NEW HAMPSHIRE, FISCAL YEAR 2022

Source: U.S. Census Bureau, Survey of State and Local Government Finances

All Other Property
0
Revenue, 13% Taxes, 63%

Federal Grants, |

2%

State Grants,
22%



MOST LOCAL PUBLIC SCHOOL DISTRICT
REVENUE PRODUCED BY PROPERTY TAXES

AGGREGATE NEW HAMPSHIRE SCHOOL DISTRICT
REVENUE 2023-2024

Tuition, Food, and
Other Sources,
$0.08B, 2%

Federal Sources,
$0.34B, 9% y

Other State Aid,

$0.09B, 2%
Local Taxation,
Non-SWEPT $2.45 Billion,

Adequate 61%
Education Aid,
$0.69B, 17%

Statewide
Education
Property
Tax, $0.36B,

FFFFFF o
POLICY Note: Excludes data from the Newfound School District, which was unavailable.
il PN e . . 78
Source: New Hampshire Department of Education




TAXABLE PROPERTY VALUES PER PERSON CAN
VARY SIGNIFICANTLY BY MUNICIPALITY

NEW HAI
FFFFFF

(State’s Lowest)

Municipality Equalized Valuation Per Capita - 2022
Newington
(State’s Highest with Over $1,562,479
100 Residents)
Bow $238,116
Merrimack
(Median Municipality $211,375
Statewide)
Dunbarton $197,721
Hopkinton $194,576
Webster $191,363
Weare $167,.354
Warner $164,977
Concord $152,429
Hillsborough $150,159
Henniker $120,497
Boscawen $111,510
Berlin $83.964

Source: U.5. Census Bureau; New Hampshire Department of Revenue Administration
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DISCUSSION QUESTIONS

WHAT FACTORS CAN IMPACT
TAXABLE PROPERTY VALUES
WITHIN A COMMUNITY?

WHAT MIGHT THESE
DIFFERENCES MEAN FOR LOCAL
FINANCES AND RESIDENTS?




PROPERTY TAXES IN NEW HAMPSHIRE
RELATIVELY HIGH PROPORTION OF ALL TAXES

PROPERTY TAX REVENUE AS A PERCENTAGE OF

ALL STATE AND LOCAL TAX REVENUE, FISCAL YEAR 2021

State Estimated Percentage

New Hampshire* 56%

*%’ Alaska 56%
g Texas 46%
T New Jersey 43%
Maine 42%

United States 30%
Louisiana 21%

E New Mexico 18%
2 Arkansas 17%
S Delaware 16%
Alabama 16%

“Note: Apparent double-counting of Statewide Education Property Tax removed from local property tax revenues in
I|||| e epry New Hampshire calculations.
I

||| e Source: U.S. Census Bureau, 2021 Annual Survey of State and Local Government Finances 81



EFFECTIVE PROPERTY TAX RATES HIGHER FOR
HOUSEHOLDS WITH LOWEST INCOMES

7%

6%

5%

4%

3%

2%

Percentage of Income to Taxes

1%

NEW HAMPSHIRE STATE AND LOCAL PROPERTY TAXES
AS A SHARE OF FAMILY INCOME

Effective Tax Rate as a Share of Income by Income Group, 2024 Tax Laws Based on 2023 [ncome Levels™

5.9%

0%
Lowest 20%: Less  Second 20%: Middle 20%: Fourth 20%: Next 15%: Next 4%: Highest 1%: More
than $35,000 $35,000 - $62,300 - $104,100 - $153,900 - $329,300 - than $721,000
$62,300 $104,100 $1532,900 $329,300 $721,000
Income Group as a Percentage of Taxpayers
Flecal *Note: Does not include taxpayers who are age 65 and older or tax units with negative incomes. Dependent filers are included with claiming filer.

POLICY
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Source: Institute on Taxation and Economic Policy, Who Pays? Seventh Edition, January 2024 82



PLURALITY OF STATE AND LOCAL TAXES PAID
BY NH BUSINESSES ARE PROPERTY TAXES

TAXES PAID BY BUSINESSES,
NEW HAMPSHIRE STATE AND LOCAL TAXES,
FISCAL YEAR 2023

License and Other
Taxes, 12.8% _\

Unemployment
Insurance Tax,
2.8%

Excise Taxes, Property
10.7% Taxes, 43.3%

BPT and BET,

I||| iy Note: Totals do not sum to 100 percent due to rounding.
||| | INSTITUTE Source: Council on State Taxation, Total State and Local Business Taxes, December 2024 83



INTERACTIONS BETWEEN
STATE AND LOCAL BUDGETS
AND REVENUES




STATE AID SLIGHTLY LESS THAN A QUARTER
OF ALL LOCAL GOVERNMENT REVENUE

LOCAL GOVERNMENT REVENUE SOURCES
NEW HAMPSHIRE, FISCAL YEAR 2022

Source: U.S. Census Bureau, Survey of State and Local Government Finances

All Other Property
0
Revenue, 13% Taxes, 63%

Federal Grants, |

2%

State Grants,
22%



STATE AID TO MUNICIPALITIES DECLINED
AFTER 2007-2009 RECESSION

NEW HAMPSHIRE STATE AID TO LOCAL GOVERNMENTS,
INFLATION-ADJUSTED AND EXCLUDING EDUCATION AID

$300

m Environmental m Tax Revenue Sharing m Retirement Normal Contribution, Police and Fire m Highway

$250

$200

$150

$100
$5

$0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025°

State Fiscal Year (SFY)

*Note: Budgeted amount. All others expenditures.

Millions of SFY 2025 Dollars

O

NEW HAMPSHIRE

FISCAL Sources: New Hampshire Office of Legislative Budaget Assistant, State Aid to Cities, Towns, and School Districts, October, 2024;

| INSTITUTE U.S. Bureau of Labor Statistics, Consumer Price Index-Northeast, State Fiscal Year Adjustment from NHFPI Calculations

|||I|
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KEY CHANGES IN NON-EDUCATION FUNDING

FOR LOCAL GOVERNMENTS

Meals and Rentals Tax distribution to municipalities set at 30 percent of revenue in law in last
State Budget, previously 40 percent, but formula to reach that percentage had been
suspended most years in the last decade

Meals and Rentals Tax distribution based on per capita payments, differs from the SFYs 2020-
2021 State Budget $20 million per year aid, which were distributed based on the number of
resident students and the number of free and reduced-price meal eligible students in residence

Traditional revenue sharing program suspended since 2010, repealed in new State Budget

Since SFY 2013, State contribution to local teacher, police, and firefighter retirement costs has
been suspended; 35 percent in SFY 2009 and earlier; one-time appropriation for 7.5 percent of
costs for SFY 2023

Environmental grants for drinking water and wastewater facilities and landfills have declined in
aggregate until SFY 2024; recent State Budgets have included small increases or one-time
boosts in funding

Highway and bridge aid funding has fluctuated over time, recently an influx of one-time funds
in several different one-time appropriations; for example, legislation in 2022 appropriated $66
million for road and bridge maintenance




EDUCATION FUNDING PRIMARILY DRIVEN BY
STUDENT ENROLLMENT, TARGETED AID

EDUCATION AID TO LOCAL GOVERNMENTS
NEW HAMPSHIRE STATE BUDGET, INFLATION-ADJUSTED DOLLARS

$1600 m Other Education Aid m Adequate Education Grants

$1,400
$1,200
$1,000
$800
$600
$400
$200
$0
FCIESCIC

& b e Qoo ISR L QRS SN
P PR P P P "1/0 q,orl, > DS S ,]/0(1’

W
State Fiscal Year (SFY)

“Note: Budgeted amount. All others expenditures.

Millions of SFY 2025 Dollars

N
0\ q,O

NEW HAMPSHIRE

FISCAL Sources: New Hampshire Office of Legislative Budget Assistant, State Aid to Cities, Towns, and School Districts, October 1, 2024;
| IneTiTUTE U.S. Bureau of Labor Statistics, Consumer Price Index-Northeast, State Fiscal Year Adjustment from NHFPI Calculations 88
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STATE EDUCATION FUNDING IN NH
SMALLER PORTION THAN IN OTHER STATES

STATE FUNDING FOR ELEMENTARY AND SECONDARY PUBLIC

EDUCATION AS A PERCENTAGE OF ALL REVENUE TO THESE
SCHOOLS, FISCAL YEAR 2022

Percentage Funding for Estimated
State or Nation Local Public Education |Rank Among
from State Sources 50 States
Vermont 87.4% 1
Hawaii 84.7% 2
Nevada 69.3% 3
Arkansas 67.0% 4
Kansas 65.2% 5
United States 44.0% -
Florida 32.5% 46
Texas 51.0% 47
South Dakota 30.6% 48
Nebraska 30.0% 49
o New Hampshire 29.4% 50
|I|I| |EII(§S§§I‘I‘:JTE Source: US, Census Bureau, 2022 Annual Survey of School System Finances

New Hampshire Rank by Metric
Among 50 States and DC,
Fiscal Year 2022:

 Total elementary and secondary
revenue per pupil: 10t

 Elementary and secondary revenue
from state sources only: 34th

 Elementary and secondary revenue
from local sources only: 4th

Source: U.S. Census Bureau, 2022 Annual Survey of School
System Finances
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FEDERAL AND STATE AID MAY HAVE IMPACTED
PROPERTY TAX DECISIONS OVER TIME

NEW HAMPSHIRE TOTAL LOCAL PROPERTY TAX COMMITMENT
TAX YEAR, INFLATION-ADJUSTED DOLLARS

$4.5

$4.0

$35 A

$3.0 A

$2.5

$2.0

$1.5

$1.0 -

$0.5 1

Inflation-Adjusted 2024 Q3-4 Dollars, Billions

$0.0 A

2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Tax Year (April 1 of Calendar Year)

— Note: Inflation-adjustment based on the second half of same numbered calendar year
|||| PlScAL Sources: New Hampshire Departments of Revenue Administration and Education;
iy Rerivire U.S. Bureau of Labor Statistics Consumer Price Index-Urban, Northeast
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DISCUSSION QUESTION

WHAT ARE YOUR KEY
TAKEAWAYS FROM THIS
PRESENTATION?




KEY TAKEAWAYS

New Hampshire State government has a wide array of revenue sources, which has
helped keep tax revenue volatility lower than the national average

However, State revenues have become more dependent on the behavior of
corporate profits, which has increased volatility and could add more in the future

Property taxes are key for local governments, comprising the majority of total
revenue and nearly all tax revenue

Federal policy decisions impact State finances, and State policy decisions impact
local finances, with strong fiscal relationships between levels of governments

Aggregate reduction in inflation-adjusted State aid to local governments following
Great Recession, but recovery in State revenues was followed by resumption of
many, but not all, State aid programs

State Budget changes added some education funding for certain communities,
otherwise largely retained key revenue streams to local governments
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ADDITIONAL NHFPI RESOURCES

Weekly Newsletter: https://nhfpi.org/subscribe

Publication: New Hampshire Policy Points - Second Edition

https://nhfpi.org/resource/new-hampshire-policy-points-2025/

Podcast: New Hampshire Uncharted

https://nhfpi.org/podcast/

Publication: Revenue in Review: An Overview of New

Hampshire’s Tax System and Major Revenue Sources - May 24,
2017 https:/nhfpi.org/resource/revenue-in-review-an-overview-
of-new-hampshires-tax-system-and-major-revenue-sources/

Resource Pages: Budget, Revenue & Tax

https:/nhfpi.org/topic/budget/ and

https://nhfpi.org/topic/revenue-tax/
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