SOUTH CAROLINA
HoweLL cysome REVENUE AND FISCAL AFFAIRS OFFICE FRANK A. RAINWATER

Executive Director
EMERSON F. GOWER, JR.

BOARD OF ECONOMIC ADVISORS
WORKING GROUP MEETING
AGENDA
February 15, 2017, 4:00pm
Room 417, Rembert C. Dennis Building

1. Opening Remarks by Chairman Walldorf

2. Welcome - Board Ex Officio member, Hartley Powell

3. Employee Recognition - Robert Martin, Chief Economist
4. Adoption of Meeting Minutes for November 10, 2016

5. FY 2016-17 and FY 2017-18 Forecast
A. Overview (F. Rainwater)
B. Revenue Collections and Forecasts (R. Martin)
C. Consideration of FY 2016-17 and FY 2017-18 Revenue Estimates (F. Rainwater)

6. Other Items - (F. Rainwater)

7. Reports from Working Group Members
Governor’s Office

Senate Finance Office

Ways & Means Office
Treasurer’s Office

Comptroller General's Office

SESROR

8. Future Meeting Schedule:
A. March 23, 2017, 2:00pm (Board Members will join via WebEx)
B. April 10, 2017, 2:00pm - Quarterly Review; RFA Meeting Follows
C. May 18, 2017, 2:00pm - (Board Members will join via WebEx)
D. 2017 Calendar at http:/ /rfa.sc.gov/calendar

9. Adjournment

Please note that the Agenda is subject to change.
For further information, please contact Karen Rhinehart at (803) 734-2265,
or visit the RFA webpage at www.rfa.sc.gov

1000 ASSEMBLY STREET, SUITE 402 = COLUMBIA, SOUTH CAROLINA 29201 = (803) 734-3793 = RFA.SC.GOV






Revenues vs. BEA 11/10/16 Estimate of $8,157.5 Million in FY 2016-17 1/

JULY - JANUARY FY 2016-17

($ in Millions) Revenue Growth Rates (%)
Actual Expected Excess / Estimate Actual
Revenues Revenues (Shortfall) Full Fiscal Yr. Yr. to Date
Total General Fund Revenue 5,029.5 5,054.7 (25.2) 41 4.9
Sales Tax 1,427.8 1,412.6 15.2 2.0 31
Individual Income Tax 3,079.1 3,074.5 4.6 6.0 6.8
Corporate Income Tax 72.0 162.3 (90.3) (5.7) (56.0)
Other Revenue Sources 450.6 405.3 45.3 7.0 23.3
Select Tax Revenues, Sub-Total 371.5 3314 40.2 6.8 26.9
Admissions Tax - Total 10.7 10.7 (0.0) 10.2 0.3
Alcoholic Liquors Tax 35.8 345 14 0.7 4.7
Bank Tax 34.6 13.6 21.0 14.9 1924
Beer and Wine Tax 55.6 54.1 1.5 0.7 3.5
Corporation License Tax 442 39.3 49 18.9 33.8
Documentary Tax 26.1 234 2.7 23 14.1
Earnings on Investments 21.6 9.2 12.4 (32.5) 96.2
Insurance Tax 130.2 130.3 0.1) 13.2 274
Tobacco Tax 13.1 13.1 0.0 (12.1) (1.1)
Residual Revenue, Sub-Total 2/ 79.1 77.2 1.9 8.1 8.6

1/: BEA format - includes certified adjustments and excludes non-recurring cash transfers and certain "other source" revenues, where applicable.
2/: Refer to p. 15, Residual Revenue, for list of components in this subcategory.

Note: Detail may not sum to total due to rounding.



NOTES ON FY 2016-17 REVENUES

* Through January, total General Fund revenues are
$25.2 million BELOW expectations.

* This shortfall, however, is misleading as the underlying
economy and collections are performing better than
expected.

* The $25.2 million shortfall is affected by timing issues
and unexpectedly large corporate tax refunds.

* Growth in other taxes, notably Sales and Income Tax,
has made up for the FY16 shortfall, tax changes, and
large Corporate Tax refunds.
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Growth in Total General Fund Revenue Collections
FY2017 Monthly and Year-to-Date
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General Business Conditions in the Carolinas
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January 2017

South Carolina Board of Economic Advisors
Comparison of Base Economic Assumptions

Current 1/ Current 1/
Variable Actual Most Forecast Rates | Forecast Rates
FY2015-16 | Recent 2/ FY2016-17 FY2017-18
S.C. Personal Income 4.9% 4.32% 4.75% 4.75%
S.C. Employment 2.7% 1.8% 2.3% 1.8%
Inflation Rate (CPI-U) 0.7% 2.1% <2.0% 2.0%
Sales Tax 6.1% 3.1% 2.0% 4.9%|
Individual Income Tax 4.7% 6.8% 6.0% 4.4%

Notes:

Sources:

1/ Current forecast rates as of November 10, 2016 (the last official BEA forecast estimate).
2/ Growth rate as of the most recent time period, e.g., month, quarter.

N/A - Not Available.

U.S. Department of Commerce, Bureau of Economic Analysis, Washington, D.C.
U.S. Department of Labor, Bureau of Labor Statistics, Washington, D.C.
S.C. Board of Economic Advisors, Columbia, S.C.

(i .y South Carclina Revenue and Fiscal Affmrs Office

February 15, 2017



Growth in Personal Income in South Carolina
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Growth in Wages and Salaries in South Carolina
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Total Nonfarm Employment in South Carolina

+1.8%
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Total Nonfarm Employment Growth in South Carolina
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Net Nonfarm Employment Increase in South Carolina
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the United States
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Growth in Industrial Metals Prices
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January 2017

Sales Tax

e Car Tax Transfer (100% of car sales revenue to SC DOT)

e $6.7 million recordation reversal

e $14.7 million in clearing account
e Good Black Friday sales

e Strong credit card increase in November 2016

e |[nternet sales

75 o1 Soutl Caroling Revenue anit Fiscal Affairs Office

February 15, 2017
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Growth in Total Sales & Use Tax Revenue Collections
FY2017 Monthly and Year-to-Date
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Growth in Car Tax Revenue Transfers to the SC DOT
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Comparison of Growth in Holiday Season Sales Tax

and Total Sales Taxes
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U.S. Retail & Food Service Sales
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Internet Sales
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Growth in Outstanding Credit Card Debt in the United States

_ Black Friday

Christmas

D LT-99Q
' N.H|>°z
LT-PO
© LT-dag
L1-8ny
- LTAnf
LT-unf .
 LT-Aepy
LT-ady
LT-deiN
U LT-994
© LT-uer
'9T-28@
9T-AON
9T-0 !
91-dag .
91-8ny
~ 9T-nf
9t-ung
. 91-Aeiy
" 9T-ady
. 9T-ie

~—QT-qa4 -
e

 §T-09Q0
. ST-AON
1 ST-R0
- gq1-dag
i ST-8ny
P QT-|nf

o QT-unf
¢ qT-Aen
© qr-ddy
. ST-IeiN

—uader

v1-29@
. PT-AON
v1-90
p1-dog
v1-8ny
vI-Inr !
. pT-ung
& pT-Aeiny
y1-4dy
vI-ien
¥T-994

Month

(VWS ‘Yiuow Jold wouy aSuey) Juaduag)

(4.0)

Source: Board of Governors of the Federal Reserve System, Washington, D.C.

20



Nonstore Retail Sales in the U.S.
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Growth in Major Types of Household Debt

(Percent Change Same Quarter One Year Ago)
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January 2017

Individual Income Tax
e Strong withholding growth — mirrors employment growth
e Increase in tax refunds
e FY2016 — DOR issued tax refunds in February

e FY2017 — DOR began processing tax returns about eight days
earlier this year

i'2 % Sonth Caroling Revenue and Fiscal Affairs Office
N Th - i

February 15, 2017
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Growth in Total Individual Income Tax Revenue Collections
FY2017 Monthly and Year-to-Date
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Growth in Individual Income Tax Withholding Revenue

FY2017 Monthly and Year-to-Date
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South Carolina Income Tax Withholdings
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January 2017

Corporate Income Tax
e Three large tax refunds totaling $72.2 million

e Corporate earnings/profits improving

(5 o4 South Carolina Revenue and Fiscal Affairs Office
&/ d g

February 15, 2017
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Growth in Total Corporation Income Tax Revenue Collections
FY2017 Monthly and Year-to-Date

10.0

5.0

0.0

Feb Mar Apr May Jun M13
-5.0

-10.0

-15.0

Forecast:
-5.7% ]

-20.0

-25.0

-30.0

-35.0

-40.0

-45.0

(Percent Change Same Year One Year Ago)

-50.0

-55.0

-60.0

Month

@38 Monthly —#—Year-to-Date ====Forecast

Source: Board of Economic Advisors

BEA/RWM/02/15/17
28




NS\ 8

o

Before Taxes
YA

U.S. Corporate Profits Before and After Taxes
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January 2017

Other Taxes
e Bank Tax
e Corporate License Tax
e Documentary Stamp Tax
e Earnings on Investments

e [nsurance Tax

il 211 South Caroling Revenue and Fiscal Affairs Office

February 15, 2017
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General Fund Bank Tax Revenue in South Carolina
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Growth in Total Corporate License Tax Revenue in South Carolina
FY2017 Monthly and Year-to-Date
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General Fund Corporate License Tax Revenue in South Carolina
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Growth in Documentary Stamp Tax Revenue in South Carolina
FY2017 Monthly and Year-to-Date
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South Carolina Single-Family Building Permits
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Number of Homes Sold in South Carolina
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Mortgage Rates
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General Fund Earnings on Investments Revenue in South Carolina
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General Fund Insurance Tax Revenue in South Carolina
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Summary of Proposed Changes to General Fund Revenue Forecast
FY 2016-17 and FY 2017-18

January 2017

(Millions)
Category FY16-17 FY17-18
Sales & Use $28.6 $25.8
Individual Income $35.8 $56.3
Corporate Income ($65.2) ($58.1)
Bank $6.2 (50.2)
Corporate License $9.7 $19.0
Documentary Stamp ($0.7) ($4.2)
Earnings on Investments $3.0 $2.0
Insurance $9.5 $4.2
Other Taxes $1.5 $2.9
Total General Fund $28.5 $47.8

(3 2y South Carolina Revenue and Fiscal Affairs Office
NS - B

February 15, 2017
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