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Never let a good crisis go to waste

Increasing planning 
tools to address 
stimulus complexity 

Attention to recurring 
vs one-time 
investments

Long range planning 
to manage fed funds 
roll-off

Maximizing 
investments

Avoiding peanut 
butter spread

Planning for 
infrastructure match 
dollars, supporting 
local capacity

Recession 
preparedness

Building reserves

Scenario planning

Colorado’s Forward-Looking Response
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Complexity of Stimulus Data  
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Much More than SLFRF

Colorado stimulus in $ billions

0.03%
$3.5M

ARPA State and Local Fiscal Rec Funds 

(SLFRF) $3.83

ARPA Direct to Agencies* $3.55

State General Fund $1.27

Total Stimulus Funds** $8.45

*Excludes FMAP and Direct to Education
**Excludes IIJA, IRA, CHIPS Act
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Significant Amounts in Non-Appropriated Funds

An amount about equal to Colorado’s SLFRF was sent direct to agencies

0.03%
$3.5M

X.X%
$X.XM

Snapshot of Federal Direct-To-Agency 

Stimulus Allocations, by Department

Department

Total Allocation 

Currently Tracked ($M)

CDA $2

CDE $181

CDHS $260

CDEC* $601

CDPHE $926

DOLA $662

GOV $32

HCPF $583

LG $16

OEDIT $117

OIT $171

Total $3,551

Source: Colorado OSPB FY24 budget 
11/1/2022

*some amounts appropriated
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Agencies Face Complexity of Fund Sources, Deadlines and Requirements

Colorado Examples

0.03%
$3.5M

X.X%
$X.XM

Source: Colorado Recovery Office
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Tracking Roll-off Will Be Even Harder

Appropriation Methods for Backfilling ARPA Roll-off: Colorado Examples

0.03%
$3.5M

X.X%
$X.XM

Source: Colorado OSPB FY24 budget 
11/1/2022
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Planning for Federal Funds 
Roll-Off 
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Early Planning Efforts Crucial to Avoid Structural Deficit

Colorado Example: “Big Ten” Exercise

0.06%
$21.2M

0.03%
$3.5M

X.X%
$X.XM

● With hundreds of stimulus programs, how does a small budget staff plan for federal funds roll-
off? 

● OSPB evaluated the 10 largest fed funds programs to develop a preliminary estimate of potential 
fiscal cliffs as stimulus rolls off (June 2022)

● Categories of cliffs
● Hard cliffs = commitments already made through stimulus legislation to provide ongoing 

General Fund support (about $200 million per year)

● Soft cliffs = funding pressures we expect to arise as one-time stimulus funds roll off (about 
$300 million per year)

● Watch list = other programs/recipients that received significant federal funds and may 
raise on-going funding issues ($ billions)
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Early Governor Input on Large Dollar Cliffs

Pro Forma Roll-Off Decision Tool 

0.06%
$21.2M

0.03%
$3.5M

X.X%
$X.XM
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Early Planning Drives Action to Prevent Structural Deficit

More Solutions for Solving Colorado’s Roll-Off Challenges

0.06%
$21.2M

0.03%
$3.5M

X.X%
$X.XM

● Governor’s early feedback informed OSPB’s 5-year structural balance 
modeling used to set budget targets for agencies. 

● FY25 Budget guidance to agencies included: 

○ Hard targets for stimulus repurposing

○ Strict rules for General Fund backfill requests

● Early planning informed request to legislature for long-range planning FTE 
resources–secured during the 2023 legislative session
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Maximizing Investments 
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Avoiding Peanut Butter Spread

SLFRF Distribution Agreement with Legislature 

Based on Statewide Listening Tour

0.03%
$3.5M

ARPA SLFRF $3.83

⅓ Budget stabilization

⅓ Transformational investments
-affordable housing
-behavioral health
-workforce

⅓ Economic recovery (UITF and 

      shovel-ready transpo)
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IIJA $4-7 Billion Impact for Colorado

0.03%
$3.5M

Source: Colorado OSPB Forecast Sept 2022
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$1B Match Need? Much Is Covered in Base

0.03%
$3.5M

Investment 

Area

Estimated 

Agency 

Match 

Support 

Need($M) Estimated Agency Match Estimate Includes:

Transportation 61.2

$41.8M estimate for match need on rail projects, an additional $10M 

for Front Range Rail and $9.4M estimate for match need on transit 

programs.

Water 47

$47.0 M for water programs to replace lead lines, increase funds for 

the elimination of harmful chemicals and particulates in drinking 

water, and other water projects. 

Power & Grid 1.5

$1.5M match needed for phase 1 of Hydrogen Hubs - a four-state 

partnership with neighboring states to design, construct and deliver a 

hydrogen hub facility for alternative energy. 

Broadband 

(OIT)
51.6

$51.6M to increase broadband access in hard to connect rural areas 

and historically left behind areas.  

Local & Tribal 

Match Needs
10

$10M in resources to support match needs from local agencies 

applying directly for projects that are not eligible for states.

Total Match 

Need for IIJA 

Programs 

171.3 This reflects the total outstanding match need that has been 
identified across the State government and includes an additional 
10M in local and tribal government match support.

Source: Colorado OSPB FY24 budget 11/1/2022, updated
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Recession preparedness



18Putting tax cuts in context

Source: NASBO 2023 Fiscal Survey of the States

● Average projections -
0.3% FY23               -0.7% 
FY24 

● However this includes 
policy changes

● And is coming off two 
record high years 
+16.6% FY21          
+16.3% FY22

● Forecasts vary widely by 
state
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Reserves more than doubled



20Rainy day fund strength

Source: NASBO 2022 Fiscal Survey of the States
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Lauren Larson is an internationally recognized financial expert–a former CFO of a $40 billion 

organization with proven results in risk management, operations improvement, and 

regulatory relief. Larson was appointed by two Governors to be Director of the Colorado 

Office of State Planning and Budgeting, a Cabinet-level position where she led the state’s 

fiscal response to the COVID-19 pandemic. Her strategy doubled rainy day reserves while 

achieving all of the Governor’s policy goals. Larson was elected by her CFO peers in the 50 

states to be President of the National Association of State Budget Officers, a board chair 

position. 

Larson also was a leader at the White House Office of Management & Budget, where she 

served as Chief of the Treasury Branch under Presidents Bush and Obama, managing a $50 

billion budget and ensuring strong fiscal controls for the $700 billion Troubled Asset Relief 

Program (TARP). She advanced as a corporate economist at PricewaterhouseCoopers LLP, 

delivered regulatory relief for businesses, and worked internationally in London and Paris. 

Larson holds degrees from Syracuse University (BA) and the University of Michigan (MPP).

lauren.larson@me.com
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USPF Market Overview

Municipal Bonds Make Up 9.2% of the U.S. Bond Market 

48% Fund Education or General Purpose

Individuals

Banking 
Institutions

Insurance 
Companies

Other

Mutual Funds

Investor Distribution

Treasury Bonds
35.8%

Mortgage Related
22.7%

Corporate Debt
21.7%

Municipal Bonds
9.2%

Federal Agency Securities
4.5%

Asset Backed Securities
3.6%

Money Market
2.5%



24Understanding S&P Global’s Ratings

• An issuer’s ability and willingness to pay debt in a timely manner

• Credit ratings are forward looking

• S&P Global ratings are opinions, not guarantees of credit quality or exact measures of 

the probability that a particular issuer or particular debt issue will default

• The Ratings scale is relative and based on the creditworthiness of an issuer or credit  quality of an 

individual debt issue, from strongest to weakest, within a universe of credit risk

• Criteria provide the analytic framework to derive the rating opinion

Understanding Credit Ratings | S&P Global Ratings (spglobal.com)

https://www.spglobal.com/ratings/en/about/understanding-credit-ratings


25US Public Finance Update: Q4 2023



26US Public Finance Update: Sector Views



27Economic Forecast: Q4-23 Key Indicators
S&P baseline forecast does not include a recession in the next 12 months



28Local Government Outlook: Q4-2023



29By The Numbers: Remote Work Challenges



30WFH and Transit Trends



31Property Values and Stability



32Extreme Weather Remains On The Radar



33What We’re Watching
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36Outline

⚫ Introduction

⚫ Overview of Pandemic-Era State Tax Relief Measures

⚫ Case Studies: Five Major Types of Pandemic-Era Tax Relief Measures

⚫ Recommendation: Restoring Fiscal Sustainability in the Post-Pandemic Era



37Introduction

⚫ The combination of one-time federal funds and robust tax revenue growth in FY 2021 and 

2022 created unanticipated revenue surpluses in many states, putting them in a strong position 
to enact various tax relief measures



38Overview of State Tax Relief Measures FY 2021-22

⚫ The first round of tax cuts in FY 2021 predominantly centered on 

state individual and corporate income taxes

⚫ The second round of tax cuts in FY 2022 were more ambitious and 

involved a broad mix of policy changes on sales taxes, property 

taxes, and motor fuels taxes, in addition to state individual and 

corporate income taxes.
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Number of States
Types of Significant Tax 

Relief Measures

Total Number of Significant 

Tax Relief Measures

33 Individual Income Tax 54

12 Corporate Income Tax 12

11 Sales Tax 11

8 Gas Tax 8

7 Property Tax 7

Total: 39 States Total: 92 Measures

Overview of State Tax Relief Measures FY 2021-22



40Map of State Tax Relief Measures FY 2021-22
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Number of 

States
Types of Relief Measures States

21
Individual Income Tax Rate 

Cut

Arizona, Arkansas, Colorado, Georgia, Idaho, 

Indiana, Iowa, Kentucky, Louisiana, Mississippi, 
Missouri, Montana, Nebraska, New Hampshire, 
New York, North Carolina, Ohio, Oklahoma, South 

Carolina, Utah, Wisconsin

12 Individual Income Tax Rebate

California, Colorado, Delaware, Georgia, Hawaii, 

Idaho, Illinois, Massachusetts, Maine, New Mexico, 
South Carolina, Virginia

10 Retirement Income Relief
Alabama, Connecticut, Georgia, Iowa, Maryland, 

Nebraska, New Mexico, Utah, Vermont, Virginia

5
Expand or Create Earned 

Income Tax Credits
Connecticut, Illinois, Maine, New York, Utah

3 Create New Child Tax Credits Connecticut, New Mexico, Vermont

2 Increase Standard Deductions Georgia, Virginia

State Individual Income Tax Relief Measures



42Significant State Individual Income Tax Relief Measures
(FY 2021-22)
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# of 

States

Types of Relief 

Measures
States

9
Reduce corporate 

income tax rate

Arkansas, Florida, 

Idaho, Nebraska, 
Oklahoma, New 
Hampshire, 

Pennsylvania, Utah, 
Colorado

2

Reduce top corporate 

income tax rate and 
consolidate corporate 
income tax brackets

Louisiana, Iowa

1

Reduce top corporate 

income tax rate and 
incorporate income 
tax phase-out

North Carolina

State Corporate Income Tax Relief Measures
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# of 

States

Types of Sales Tax 

Relief Measures
State

5
New State Sales Tax 

Holidays 

Connecticut, Florida, 

New Mexico, New 
Jersey, Tennessee 

4
Exempt State Sales 

Tax on Groceries

Kansas, Virginia, 

Illinois, Tennessee

1
State Sales Tax Rate 

Reduction
New Mexico

1
Increase State 

Grocery Tax Credit
Idaho

State Sales Tax Relief Measures
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# of 

State
s

Types of Gas Tax 

Relief Measures
State

5 Gas Tax Holiday

Connecticut, Florida, 

Georgia, Maryland, 
New York

3
Delay Gas Tax 

Hike

Kentucky, Illinois, 

Indiana

State Gas Tax Relief Measures
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# of 

States

Types of Property Tax 

Relief Measures
State

4 Property tax rebate credit 

Connecticut, Illinois, 

Nebraska, New 
York

2
Raise state property tax 

exemption 
Idaho, Texas 

1

Reduce property tax 

assessment rates and 
taxable valuations

Colorado

State Property Tax Relief Measures



47Case Studies: State Income Tax Rebate



48Case Studies: State Income Tax Rate Cut
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Kansas prioritized reducing tax rates on basic consumption items to help lower-income 

households. Beginning January 2023, the sales and compensating use tax rate on 

food and food ingredients was reduced from 6.5 percent to 4 percent. Notably, these 

changes are part of a mid-term plan to eliminate taxes in this category altogether—

Kansas plans to further reduce the rate to 2 percent in January 2024 and abolish it 

completely the following year. 

The estimated cost is approximately $80 million in FY 2023, $264 million in FY 2024, 

$434 million in FY 2025, and $534 million in FY 2026. 

Case Studies: Exempt State Sales Tax on Groceries
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Illinois also passed a property tax exemption. Under Governor Pritzker's Family Relief 

Plan, the state issued a one-time, individual property tax rebate to those meeting certain 

criteria. The plan allows for a rebate up to $300 for single filers earning up to $250,000 

and for couples up to $500,000.

Case Studies: State Property Tax Rebate Credit 
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Georgia’s gas tax, 29.1 cents per gallon, began a tax holiday on March 18, 2022, when 

the governor signed HB 304 and immediately suspended it through the end of May 

2022. Seven extensions were made to reduce the impact of inflation—bringing the gas 

tax holiday cost to an estimated $1 billion—which has been funded by the state’s $6.6 

billion budget surplus. 

Case Studies: State Gas Tax Holiday
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• We view costly and permanent tax cuts, taking effect immediately, as steps closer 

to a fiscal cliff—avoidable steps that can negatively impact revenue growth and lead 

to long-term structural budget challenges, especially when enacted under uncertain 

economic conditions.

• State tax cuts in the form of temporary tax rate reductions, temporary tax rebates 

and holidays, targeted tax exemptions, and expanded tax credits generally have 

modest effects on revenues (i.e., short-term revenue losses) and are fiscally 

sustainable ways of providing pandemic-era tax relief 

Recommendation: Restoring Fiscal Sustainability in the 
Post-Pandemic Era
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Higher-Risk Policy Changes: Wisconsin

Wisconsin passed a series of permanent and expansive tax cuts in state individual income tax during and 
after the pandemic. In 2022, for example, the state provided tax relief for middle-income taxpayers by cutting 
the third income tax bracket rate from 6.27 to 5.3 percent for individuals with taxable income between 

$24,250 and $266,930. This permanent rate reduction represents the largest single-year drop in that bracket 
since the late 1980s and was estimated to lower individual income tax collections by $1 billion in FY 2022. 

Lower-Risk Policy Changes: Illinois

Illinois adopted the Illinois Family Relief Plan in 2022, providing nearly $1.83 billion in tax policy changes. The 
plan included one-time individual income and property tax rebates as well as temporary cuts in several sales 
taxes. For instance, three tax holidays were created, which are temporary by definition: a one-year 

suspension of the state’s 1-percent groceries tax, the delay of the scheduled inflationary increase in the motor 
fuel tax, and the reduction of sales taxes for qualified clothing/school-related items

Implement tax policy changes that are temporary and 
require reevaluation 
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Lower-Risk Policy Changes: Georgia

Georgia incorporated three triggers that reduce the likelihood of a budget shortfall due to its graduated 
individual income tax rate reductions. First, the governor’s revenue estimate for the succeeding fiscal year 
must be 3 percent above the revised revenue estimate for the present year. Second, the prior fiscal year’s 

net revenue collection must be higher than each of the preceding five fiscal years of net tax revenue 
collection. Third, the Revenue Shortfall Reserve must contain a sum that exceeds the amount of the 

decrease in state revenues projected to occur as a result of the prospective reduction in the tax rates set to 
occur the following year.

Higher-Risk Policy Changes: Iowa

In June 2021, Iowa adopted a bill that would remove revenue triggers adopted in 2018 as part of a tax 
reform plan to consolidate its nine individual income tax brackets into four. In the original law, the state 
would need GF receipts of at least $8.31 billion and year-over-year GF growth of at least 4 percent in a 

given year. In FY 2022, the state met the receipts threshold but barely missed its 4-percent growth target, 
reaching 3.8 percent. With the triggers nearly met, moving forward with the state’s tax bracket consolidation 

is not fiscally imprudent, per se. 

Incorporate well-designed revenue trigger mechanisms 
to make prudent tax measure phase-ins
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Lower-Risk Policy Changes: Maine

Maine passed a supplemental budget into law in April 2022 that provided several tax relief measures, 
including refundable tax credits for low- and middle-income property owners and an expansion of the state’s 
Earned Income Tax Credit (EITC) by an average of $400 per family (costing $27.6 million). Maine’s tax relief 

measures take a cautious and fiscally responsible approach to state revenues, dedicating nearly 75 percent 
of the state budget surplus to one-time revenue initiatives

Higher-Risk Policy Changes: Arizona

In 2021, Arizona implemented the largest individual income tax cut in its history. The substantial tax reform 
streamlined the state’s graduated income tax brackets (ranging from 2.59 percent to 4.5 percent) to a single, 
flat tax rate of 2.5 percent in 2023. These massive, immediate, and untargeted tax reforms are estimated to 

reduce individual income tax collections by about $1.9 billion annually when fully phased in—accounting for 
more than 26 percent of individual income tax revenue collection in FY 2022 

Refundable tax credits to provide targeted and more 
fiscally affordable tax relief measures for those most 
impacted by the pandemic. 
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• Use long-term fiscal planning tools (multi-year forecasts, multi-year 

fiscal notes, current service baselines, etc.) in budget processes to 

identify medium- and long-term fiscal challenges (Florida)

• Prepare budget stress tests to anticipate and craft prudent fiscal 

responses to potential economic downturns (Utah)

Policymakers should consistently account for their 
fiscal outlook beyond the near future 



57

Thank You! 

Your comments and suggestions are much appreciated! 
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