SOUTH CAROLINA
CHAD WALLDORF, Chairman REVENUE AND FISCAL AFFAIRS OFFICE FRANK A. RAINWATER

HOWELL CLYBORNE, JR. Executive Director
EMERSON F. GOWER, JR.

December 15, 2014

The Honorable Nikki R. Haley
Governor of South Carolina
The State House, 1st Floor
Columbia, SC 29201

Dear Governor Haley:

Enclosed is the Three-Year General Fund Financial Outlook for FY 2015-16 to 2017-18
prepared pursuant to South Carolina Code of Laws §11-11-350.

If you have any questions, please contact Les Boles at 803-734-1315.

Sincerely,

A\
éﬁ@ﬂg@@é{i

Frank A. Rainwater

CC: Les Boles

Enclosure

1000 ASSEMBLY STREET, SUITE 402 = COLUMBIA, SOUTH CAROLINA 29201 = (803) 734-3793 = RFA.SC.GOV
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South Carolina Board of Economic Advisors
Long Range General Fund Revenue Forecast
Fiscal Years 2014-15 to 2017-18

Methodology and Historical Economic Growth Rates

The Board of Economic Advisors (BEA) provides a long range forecast for General Fund
Revenues each year based on its November estimate of revenues for the upcoming fiscal year.
The current long range forecast was adopted on November 10, 2014 and is based on the BEA
estimate of General Fund Revenues for FY 2015-16. The plan is built upon an assumed growth
rate in personal income, historical elasticities for the major revenue components (sales and

individual income taxes), and historical growth rates or patterns in the remaining revenue

sources.

The assumptions and methodologies for this long range forecast include:

an annual personal income growth rate of 4.3 percent;

a sales tax growth rate of 3.9 percent based on a historical elasticity of 0.9;

an individual income tax growth rate of 4.7 percent based on a historical elasticity of
1.1;

corporate income tax holding steady throughout the forecast period;

historical trends and patterns and other legislative factors affecting the remaining
revenues.

The annual growth rates for FY 15, FY 16, FY 17, and FY18 are 2.8%, 3.9%, 4.4%, and
3.8%, respectfully.

Other items in the forecast include:

the Property Tax Relief Fund which is funded by a transfer of revenue from Sales and
Individual Income Taxes. The Fund is designed to reimburse local governments for
various property tax exemptions.

the Homestead Exemption Fund which is funded by an additional 1 percent sales
tax, but expenditure growth is based on a formula of inflation and population
growth. Any shortfall of revenue under expenses is transferred out of the General
Fund.

Source: Board of Economic Advisors’ Preliminary FY 2015-16 General Fund Revenue Forecast adopted
November 10, 2014.
BEA — November 13, 2014



PERSONAL INCOME GROWTH
18- 3.75%; FY16-43%
ORECAST PERIOD: 4.3%

REVENUE CATEGORIES

RETAIL SALES TAX 1/
EXCISE, CASUAL SALES TAX
INDIVIDUAL INCOME TAX
CORPORATION INCOME TAX

SALES AND INCOME TAXES

ADMISSIONSBINGD TAX
ADMISS, TAX TRANSFER TO PRT
AHCRAFT TAX
ALCOHOLIC LIGUOR TAX
BANK TAX
BEER AND WINE TAX
BUSINESS LICENSE TAX
CON-OPERATED DEVICES
CORPORATION LICENSE TAX
DEPARTMENTAL REVENUE 3/
DOCUMENTARY TAX
LESS: CONSERVATION BANK TRUST FUND
EARNED ON INVESTMENTS
ELECTRIC POWER TAX
LESS: TRANSFER 7O COMMERCESIE
ESTATE AND GIFT TAXES
LESS: FEDERAL CHANGE TO ESTATE TAX
INSURANCE PREMIUM TAX
INSURANCE LICENSE TAX
INSURANCE RETALIATORY & OTHER TAX
LESS: INSURANCE CREDITS
MOTOR TRANSPORT FEES
MOTOR VEHICLE LICENSES
PETROLEUM INSPECTION TAX
LESS: TRANSFER TO NON-FED HGWY FUND
PRIVATE CAR LINES TAX
FUBLIC SERVICE AUTHORITY
RETAILERS LICENSE TAX
SAVINGS & LOAN TAX
WORKERS COMP. INSURANCE
CIRCUIT/FAMILY COURT FINES
DEBT SERVICE TRANSFERS
INDIRECT COST RECOVERIES
MENTAL HEALTH FEES
PAROCLE / PROBATION FEES
UNCLAMED PROPERTY FUND

OTHER BASE SOURCES
TOTAL GENERAL FUND REVENUE

APPROPRIATION ACT REVENUE

LESS: TAX RELIEF TRUST FUND

PLUS: TAX RELIEF FUND CARRYFORWARD
EXCLUDING TRUST FUNDS

CAPITAL RESERVE FUND {2%) - BEG. BAL.
GENERAL RESERVE FUND (5%) - BEG BAL.
TOTAL RESERVES

REVENUE EXCESS/ SHORTAGE FROM ACT

EDUCATION BMPROVENMENT ACT Z/
EIAFUND
EIA HOLD MARMLESS
Ela NTEREST

S.C.EDUCATION LOTTERY FUND (NET)

HOMESTEAD EXEMPTION FUND
TOTAL REVENUE AVAILABLE
LESS: HOMESTEAD EXEMPT. FUND SHORTFALL

" {1%) Educat Aot and (2%

27 Inchudes intersst sarmings.

3 inchudss former Dept. of Agniculiurs agency revenus
Suaurce: . C. Board of Economic Addsors/1 110144

LONG RANGE GENERAL FUND REVENUE FORECAST

FISCAL YEARS FY2012-13 TOFY2017-18

{DOLLARS)

1110114 1410114 WORKING WORKING
FINAL NAL ESTIMATE ESTIMATE ESTIMATE ESTIMATE
FY 201213 FY 201314 FY 2014158 FY 2015-18 FY 201817 FY2017-18
2428584188 2504814814 2588871278 2893415000 2,797 650,000 2.805.819.000
18,354,004 12,182,908 12,818,017 13,107,000 13.614,000 14,141,000
3,357 517,669 3,422.604,314 3,532,088,568 3,697,188,000 3.872.031.000 4085178000
386568550 331,148,048 345,387,414 357,131,000 357,131,000 387,131,000
6,162,534 461 8,270,830,084 6,486,968,278 8,760,809,000 7,040.426,000 7.332,368,000
35,184 432 34 528228 34,803,767 35,068,000 35,740,000 36,428,000
{6,571,789) {6.673489} {6.480,637} {8,5623.000) {8.654,000) (6,787,000}
4,404,948 4233844 4,382,132 4,538,000 4,885,000 4,858,000
84,062 481 86,684,837 88,484,929 72,334,000 75,300,000 78387000
34,104,685 33.108.852 35,000,000 37,170,000 38,475,000 41,822,000
100,542,813 102,547,763 104,588,718 106,681,000 108,825,000 131,002,000
27 877135 25,831,758 25247282 24,885,000 24 456,000 24,129,000
1,402,113 1,124.810 1,870,387 1,069,000 1,758,000 1016060
74,208,001 95,130,381 59,882.412 94 216,000 100,231,000 106,844,000
53,681,223 78,762,548 34,385,861 34,386,000 34,386,000 34,388,000
38.496,980 48,724 818 50,310,503 54,184,000 58,356,000 62,848,000
(9,504,102} (11,341,147) (12,677.626) {13,548.000) (14,589.000) (15,712,000}
26,374,158 198,537,585 17.060,000 18,600,000 18,000,000 18,000,000
26,831,308 27,493,982 28,181,301 28,888,000 25,808,000 30,348,000
{26,831,388) (27,493,982} {28,181,3013 {26,886.000) (29,808,000 {30,348,000)
¢ 4] G a 4] &
o 0 ¢ ¢ 0 0
168,007401 171,668,351 179,381,822 189,078,000 198,289,000 210,051,000
34450234 16,863,786 38,027,703 15,014,000 42,782,000 21,381,000
8,819,861 6,808,545 8,500,000 6,500,000 8,500,000 8,500,000
{8.091,254) {8,682 532) {11.239.588) (11240000} {11.240,000% {11.246,000)
] ¢ 0 o ¢ ¢
9,830,310 10,287 680 10,486,085 10,711,000 10,825,000 11,144,000
7.993,120 8,138.8186 8252,758 8,388,000 8485000 8,604,000
(7,893,120} (8,138.815) {8,252,758) (8,388,000} (8,485,000) (8,604,000
3,838488 3502401 3.831.817 3872000 3,712,000 3,753,000
20,364 000 20,658,000 21,382,068 22,130,000 22,805,000 23,707 000
810225 740,380 FAT,784 755,000 763.000 771,000
3,074,068 2,008,888 2,121,184 2,240,000 2,365.000 2,497,000
11543478 8227 5564 7,700,000 8,354,000 8,521,000 8,691,060
8,537,814 8,606,344 8802407 8.778,000 8,867,000 8,856,000
491,081 24477 85,234 85234 68234 85234
10,848,038 13,603,548 11,081,222 11,081,000 11,061,000 11.061.000
o o ¢ 0 I ¢
3,382,808 3,392,808 3,392,808 3,392,808 3,392,808 3,392,808
158,000,000 16,600,000 15,000,000 15,000,000 18,000,000 18,000,000
732,308,724 762,418,546 744 268,803 763,668,000 805,928,000 813,080,000
8.824,840,185 733,248,830 7231238178 7.514477,000 7,846,354 000 8,145429,000
6,653,669,117 6,846,108,608 7.212,838,711 7.514477.000 7.848,354,000 8,1458429,000
{542.785918; {582.408,253) {561 ,562,.557) {571,182,163; {551,744 721§ {813,047.831)
] 0 g ¢ a 4]
8,110,815,188 8,293,899,3583 851,277,154 6.843.284.837 7254808279 7532381 489
112,856,555 117,155,805 127,791,525 131,047,797 133,303,452 138,865,807
261,841,388 292,888,754 318478.812 327,819,402 333483831 347,184,742
364,297 843 410,045.668 447 270,537 458,667 288 488,877 583 485.030,838
7114 088 187,140,024 18385487 g g 4]
811823808 843282.4868 852447 574 574,755.500 702,841,000 730,140,000
611,710,075 843210577 882 372 574 676,630,500 702818000 30015000
113,830 41,488 75,000 125000 125,000 125000

300,836,833 323,365,258 i+
563,380,318 579,001,045 580,562,020 612.235,030 635,674,749 860,008,778
(116,808,862} {110,387,500) 115,180,383; {112,542 445} {108,854 084} 104,998,034}

Accommodstions Taxes.
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PERSONAL INCOME GROWTH LONG RANGE GENERAL FUND REVENUE FORECAST
15+ 3.75%; FY16-4.3% FISCAL YEARS FY2012-13 TO FY2017-18
FORECAST PERIOD: 4 3% (PERCENTAGE CHANGE OVER PREVIOUS FISCAL YEAR)

PERCENT PERCENT PERCENT PERCENT PERCENT PERCENT
CHANGE CHANGE CHANGE CHANGE CHANGE CHANGE
REVENUE CATEGORIES FY12/FY13 FY13/EY14 FY14/FY15 FY15/FY18 FY16/FY17 FY17/FY18
RETAL SALES TAX 1/ 40 31 37 37 3g 39
EXCISE, CASUAL SALES TAX 25 372 38 38 38 39
INDIVIDUAL INCOME TAX 84 19 32 47 47 47
CORPORATION INCOME TAX 528 144 43 34 0.0 0.0
SALES AND INCOME TAXES 86 13 34 42 41 41
ADMISSIONSBINGO TAX 14 1.8 0.1 16 1.9 19
ADMISS, TAX TRANSFER TO PRT
AIRCRAFT TAX 102 -39 35 35 35 35
ALCOHOLIC LIQUOR TAX 47 4.4 42 4.4 44 4.4
BANK TAX 126.1 2.8 57 82 62 62
BEER AND WINE TAX 0.1 20 2.0 20 26 24
BUSINESS LICENSE TAX 54 74 15 1.5 1.5 15
COIN-OPERATED DEVICES 99 128 368 318 84.5 422
CORPORATION LICENSE TAX 278 282 55 58 56 56
DEPARTMENTAL REVENUE 3/ 266 168 564 00 0.0 0.0
DOCUMENTARY TAX 288 214 77 77 77 7.7
LESS: CONSERVATION BANK TRUST FUND
EARNED ON INVESTMENTS 9.8 259 136 1.8 0.0 0.0
ELECTRIC POWER TAX 247 25 25 25 25 25
LESS: TRANSFER TG COMMERCE/SIE
ESTATE AND GIFT TAXES -100.0
LESS: FEDERAL CHANGE TO ESTATE TAX
INSURANCE PREMILM TAX 22 16 45 54 54 54
INSURANCE LICENSE TAX 137.3 -50.8 1242 -50.0 125.0 -50.0
INSURANCE RETALIATORY & OTHER TAX 17.9 02 A8 00 00 00
LESS: INSURANCE CREDITS -369 54 17.3 00 0.6 0.0
MOTOR TRANSPORT FEES
MOTOR VEHICLE LICENSES 77 67 20 20 20 20
PETROLEUM INSPECTION TAX 06 1.8 14 14 14 14
LESS: TRANSFER TO NON-FED HGWY FUND
PRIVATE CAR LINES TAX 48 1.3 11 11 1.1 11
PUBLIC SERVICE AUTHORITY 40 13 35 35 35 35
RETAILERS LICENSE TAX 5.7 86 1.0 1.0 1.1 10
SAVINGS & LOAN TAX 135.6 3.7 56 56 5.6 56
WORKERS COMP. INSURANCE 144 287 64 85 20 20
CIRCUIT/FAMILY GOURT FINES 68 08 1.0 1.0 10 10
DEBT SERVICE TRANSFERS 47 67 876 0.0 0.0 0.0
INDIRECT COST RECOVERIES 18 263 192 00 0.0 0.0
MENTAL HEALTH FEES
PAROLE / PROBATION FEES 0.0 0.0 0.0 0.0 00 00
UNCLAMED PROPERTY FUND 00 0.0 00 0.0 0.0 05
OTHER BASE SOURCES 5.1 41 24 1.3 69 0.9
TOTAL GENERAL FUND REVENUE 82 18 28 38 44 38
APPROPRIATION ACT REVENUE 105 29 54 42
LESS: TAX RELIEF TRUST FUND 12 18 17 17 38 36
PLUS: TAX RELIEF FUND CARRYFORWARD
CLUDING TRUST FUNDS 114 30 57 44 45 38
CAPITAL RESERVE FUND (2%) - BEG. BAL. 75 40 81 25 1.8 4.1
GENERAL RESERVE FUND (5%} - BEG. BAL. 535 40 81 25 1.8 4.1
TOTAL RESERVES 36.8 46 g1 25 18 4.
REVENUE EXCESS / SHORTAGE FROM ACT
EDUCATION BAPROVEMENT ACT %/ 38 51 14 37 a9 38
EiA FUND 38 51 14 37 38 38
A HOLD HARMLESS
EiA INTEREST 356 635 80.8 867 00 00
S.C. EDUCATION LOTTERY FUND (NET) 63 78 78 00 0.6 6
HOMESTEAD EXEMPTION FUND
TOTAL REVENUE AVAILABLE 26 45 20 37 28 38

LESS: HOMESTEAD EXEMPT, FUND SHORTFALL

17 (1%} ion 7 Act and [2%)

2f Insludes interest samings,

3 Includes former Dept, of Agriculire agency ravenus
Sourcsr 8. £, Board of Economic Advisors/ 11410714



