FY 25-26 Budget Briefing

SC House of Representatives

General Appropriations Bill (H. 4025)
Capital Reserve Fund (H. 4026)

THE FOLLOWING SUMMARY IS PREPARED BY THE STAFF OF THE SOUTH CAROLINA HOUSE OF REPRESENTATIVES AND IS NOT THE EXPRESSION OF THE LEGISLATION'S SPONSOR(S) OR THE
HOUSE OF REPRESENTATIVES. IT IS STRICTLY FOR THE INTERNAL USE AND BENEFIT OF MEMBERS OF THE HOUSE OF REPRESENTATIVES AND IS NOT TO BE CONSTRUED BY A COURT OF LAW
AS AN EXPRESSION OF LEGISLATIVE INTENT. SOME OF THE INFORMATION PRESENTED IN THIS SLIDESHOW HAS BEEN SOURCED FROM STATE AGENCIES' BUDGET PRESENTATIONS SUBMITTED
TO THE WAYS AND MEANS COMMITTEE. THIS PRESENTATION DOES NOT REPRESENT AN OFFICIAL STATEMENT OR ENDORSEMENT BY ANY STATE AGENCY. THE DATA IS PROVIDED FOR
INFORMATIONAL PURPOSES ONLY AND MAY BE SUBJECT TO CHANGE. VIEWERS ARE ENCOURAGED TO CONSULT OFFICIAL SOURCES FOR THE MOST UP-TO-DATE INFORMATION.
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Major Budget Priorities

Meaningful Tax Cuts

Smart Investments

Responsible Budgeting



H. 4216 - Historic Tax Reform

House passed historic tax reform on May 7 and sent it to the Senate

Lowered the top marginal rate to 5.39% with triggers to flatten to the lower rate of 1.99%
Ultimate goal is to continue to trigger down to elimination of the income tax based on growth
Maintains all current state exemptions and deductions

Fiscal impact of $400 million

Streamlines the tax system, setting up a path to a fairer flat tax requiring more filers to have “skin in
the game” while providing much needed relief to those bearing the majority of the burden now

Sets a goal of eventual elimination of the income tax
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Lowering Taxes

220 Total Direct Tax Relief
s18 S1 Billion+ in this budget alone
- Celiet %284 » $300m in new income tax relief.

* S814m from the Tax Relief Trust

514 Tax Relief Fund for property tax
Trust Fund, reimbursements.
512 $814 M
$10
Ongoing Tax Relief
8 » Over S50 billion in tax cuts passed
2025-26 .
e Revenue, by the General Assembly in the
$12.4B last 30 years.
$4 * This includes individual income tax
cuts, small business tax cuts,
$2 corporate income tax cuts, many
sales tax exemptions, and other
<0 income tax deductions and

General Fund Recurring Revenue exemptions.



South Carolina’s Population & Economy Are Booming!

Greenville News

SC tops Texas as U-Haul's leading
growth state of 2024: What to know
about migration trends

Nina Tran Greenville News

Published 12:09 p.m. ET Jan. 3, 2025

From 2021-23, Texas reigned supreme as U-Haul's No. 1 growth state.
In 2024, a new state changed that, climbing up three spots.

U-Haul customers moving to South Carolina accounted for 51.7% of all one-way
traffic in and out of the state (48.3% departures) last year, according to the
company’s latest migration trends data on growth states today. It is the first time
the state has been U-Haul's leading growth state.

“South Carolina’s low cost of living is 7% below the national average, making it
affordable without sacrificing amenities. The state’s mild climate offers year-round
outdoor activities, from golfing to hiking the Blue Ridge Mountains to relaxing on
its pristine beaches,” said Jason Hardin, U-Haul Area District Vice President.

Business is also booming in the Palmetto State, with a manufacturing sector led by
Boeing, BMW, and Volvo. Tech and health care sectors continue to expand rapidly,
contributing to a 7% increase in employment over the past five years.

https://www.greenvilleonline.com/story/news/local/greenville/2025/01/03/sc-is-u-hauls-leading-

growth-state-of-2024-topping-texas/77430915007/



SC Outpacing the Nation in Population & Income

SOUTH CAROLINA SHARES OF THE US
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Running State Government More Efficiently

Operating State Government More Efficiently - Growing Population & Fewer FTEsS
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Running State Government More Efficiently

State FTEs as a % of the State Population
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Looking for More Efficiency

e Proviso 91.27 allows Legislative
Audit Council to hire an
independent third-party reviewer
to evaluate at least two state
agencies with the goal of
improving efficiency, reducing
waste, and ensuring responsible
use of taxpayer dollars.

e Proviso 117.191 requires all state
agencies that issue benefit checks
to develop and implement
measures to detect and stop
fraud.

e Proviso 117.193 directs the State
Division of Human Resources and
EBO to cut vacant FTEs by 25% for
each agency.




BEA General Fund Revenue Forecast

RECURRING ] NON-RECURRING (in millions)

GF Revenue Estimate $14.5 billion Projected FY 2024-25 Surplus $1,226.5
FY 2024-25 Appropriations ($12.4 billion) FY 24-25 Capital Reserve Fund $369.8
Tax Relief Trust Fund (5814 million) Contingency Reserve Fund $332.3
Projected Recurring $1.2 Projected Non-Recurring $1.71
Revenue billion Revenue billion
Total Recurring 51.6 Total Nonrecurring S$3.4

Requested billion Requested billion



FY 2025-26 Budget — Total Funds

Non-Recurring
S1.7b

Recurring
Federal Funds
$12.5b General Funds
' Appropriated
S13.3b

S41 Billion

Other Funds
S13.4b
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Public Education




K-12 Public
Education Key
Priorities

SUPPORTING TEACHERS

PRIORITIZING STUDENTS
SAFETY




Supporting Teachers

o

[e]

$1,500 salary increase across all 4 lanes New minimum starting salary $48,500
Bachelors, Masters, Masters +30, Doctorate Minimum starting salary up 74% since FY-15/16

Average salary now exceeds the SE average SC Minimum now exceeds both Georgia & NC!



AVERAGE SCORES FOR STATE/JURISDICTION AND THE NATION (PUBLIC)

Turning the Tide

»TURNING THE TIDE ON THE TEACHER
SHORTAGE FOR FIRST TIME SINCE THE
PANDEMIC.

»35% Drop in the Vacancy Rate.

»13% Decrease in Teacher Departures.

» GRADUATION RATE IN UP 2.8% SINCE =
THE 2018-19 SCHOOL YEAR.

»SOUTH CAROLINA 4™ GRADERS ARE
OUTPACING THEIR NATIONAL PEERS IN
BOTH MATH AND READING ON NAEP
TESTING.

AVERAGE SCORES FOR STATE/JURISDICTION AND THE NATION (PUBLIC)



https://www.cerra.org/page/supply-and-demand
https://ed.sc.gov/newsroom/news-releases/sc-students-outperform-national-trends-in-latest-naep-results/
https://ed.sc.gov/newsroom/news-releases/sc-students-outperform-national-trends-in-latest-naep-results/

Priorifizing

Students

»$4.4 MILLION TO INCREASE 4K FUNDING

»$30.5 MILLION TO STRENGTHEN LITERACY BY
EXPANDING SUMMER READING CAMPS

»$75 MILLION FOR HIGH-QUALITY INSTRUCTIONAL
MATERIALS IN OUR PUBLIC SCHOOLS

»$65 MILLION IN NEW FUNDING FOR THE
EDUCATION SCHOLARSHIP TRUST FUND




Safety &
Transportation

mm $20m for School Facility Safety

e Updated Door Locks
eSecure Entry Points and Access
* Perimeter Fencing

School Buses

* $38 million for School Buses







Returns on Investment

: : Research Institutions +36.3%
Overall increase in degrees awarded

at public institutions between 2013-
Two-Year Campuses +8.8%
2014 and 2022-2023: Technical Colleges +24.5%

Comprehensive +6.9%

With over 95,173 individuals trained in the last twenty years, readySC
promotes economic development by providing training and recruitment
services to companies entering South Carolina's market.

The SC Technical College
System educates approximately 25,000 individuals, per semester,
through SC WINS funding.




Priorities for FY 2025-2026

* Continued investment in increasing access to higher education for
South Carolina residents.

* A more sustainable approach to keeping tuition affordable.

* Prioritizing maintenance and functionality of facilities.



Increasing the Accessibility of Higher
Education and Job Training




The Future of Tuition Mitigation

* Over S65M investment.

* Proviso 11.23 tasks the Commission on Higher Education (CHE) to
review the calculation of tuition mitigation. CHE will collaborate
with the state’s institutions to provide future recommendations,
with the hopes of developing a more sustainable calculation
model.

* In the upcoming fiscal year, tuition will remain frozen for in-state
students attending public institutions of higher education.



Presenter Notes
Presentation Notes
***6/11/25

Tuition Mitigation (Including MUSC) & Tech System Instructional and Workforce Development Programs-$78,063,948
Tuition Mitigation-$65,063,948 (Including MUSC (12,529,269), excluding Tech System)
Tech System Instructional and Workforce Programs-$13,000,000



Maintenance and Functionality of
SC Higher Education Facilities

* Over S300M appropriated for
maintenance and renovation, and the
building of new structures including:

* Deas Hall Renovation
* (The Citadel-S7M )
* NextGen Computing Complex
* (Clemson University- S40M)
* Neurological Critical Care and
Rehab Center
- (HHS-$150M)
* Capital Investment & Maintenance,

Renovation, and Replacement at
Individual Technical Colleges

* ( SC Tech System- $150M)
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Care for Infants &
Adolescents

$25 M will support the safety
and well-being of infants and
children through:

Mobile maternity care;

Hospital care for children
who are critically ill;

Childcare services for
working parents;

Prevention of child
mistreatment; and

Promotion of foster and
kinship placements, when
needed.



General &
Behavioral Health
Care

« $55 M will allow the state to maintain
current reimbursement rates and service
levels for Medicaid while covering
Medicare premium increases.

« $50 M will ensure we have in-patient,
residential, and community treatment
options available to those affected by
serious mental illness and substance
abuse, as well as increase rates paid to
behavioral healthcare providers.

e $5 M will support the Department of
Public Health in clearing its backlog of
facility inspections and support
diagnostic services, treatment, and
compliance related to the trending
increase in infectious diseases.

« $16 M will address workforce shortages
through Graduate Medical Education and
a focus on the paraprofessional
workforce.
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Care for Seniors & -
Individuals Living .«
with Disabilities

« $21 M will provide additional
residential services at DDSN
and reduce waiting lists for
home and community-based
services.

. $14 M will continue critical
supports that allow seniors to
remain comfortable and safe
in their homes.

N



IT &
Advancements in . 00 e
Care =

$28 M will reduce security vulnerabilities and
other risks associated with outdated
information technology systems.

$165 M will advance healthcare through:

o Genomic testing technology for the
prevention and treatment of intellectual
disabilities;

o Medical University of South Carolina’s
partnership with the University of
Florida System to build a cutting-edge
clinical network in healthcare using

artificial intelligence; _ -
o Designation as a Comprehensive Cancer =]
Center, being only one of 72 in the - —_—

= H:=R

nation; and

o Brain health research into pediatrics
and a Neurological Center of Excellence
for critical care and rehabilitation that
will utilize advanced technologies like
robotics, Al, and telemedicine.



Criminal Justice



Criminal Justice Priorities

Investing in Law
Enforcement

Preserving Justice
and Order

Disrupting lllegal
Phone Activities in
Prison

Restoring High Hazard
Dams and Spillways

33



Boosting
State Law
Enforcement

* State Law Enforcement Salaries are Above Market

* Funding for step increases across state law enforcement

* Funding to assist with recruiting and retention for Highway
Patrol Troopers

* By fully funding the $60m total requested by the Department
of Public Safety, this budget FULLY FUNDS an SRO in every
South Carolina public school.
34



Judicial System
Improvements

The Commission on Prosecution Coordination and
Commission on Indigent Defense continue progress to
work through the court backlog from the COVID-19
Pandemic.

* Increased funding to the Office of Circuit Public
Defender; Defense of Indigents/Per Capita

* Increased funding to South Carolina Commission on
Prosecution Coordination for Judicial Circuits State
Support

Attorney Generals Office

 Critical funding allocated to Internet Crimes Against
Children Task Force, which saw a 143% increase in
FY23 for pending cases brought to the Attorney
General’s Office

e $19.4 million towards the Crime Victim Assistance
SAVS Program
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Correctional
System

In July 2023, South Carolina Department of Corrections
became the first correctional agency in the nation to utilize
an FCC-Certified Contraband Interdiction System at Lee
Correctional Institution with the primary goal to intercept
and prevent cell phones from entering SCDC prisons.

e InFY24/25, $10.9 million was allocated for these
initiatives, and an additional $7.5 million was designated
this year to expand the Cell Phone Interdiction Program
across all 21 institutions.



Conservation &
Natural Resources

Conservation Efforts:

$30.5 million for competitive grants to acquire land
interests

$10 million towards Working Ag Land Grants to
incentivize farmland preservation

$20 million towards land acquisitions for state
agencies

Natural Resources:

$13.3 million to the Department of Natural
Resources for the FMA Swift Grant Program,
securing a $40 million FEMA disaster grant to assist
citizens and communities affected by Hurricane
Debby and Helene

$27.7 million to DNR for repairing Lake Paul Wallace
in Marlboro County, Mountain Lakes 1 & 2 in
Chester County, and Lake Brown in Barnwell County

Lake Paul Wallace, Marlboro County

"We are sorry for those who have been negatively
affected in any way by this unfortunate event. This is
an opportunity to restore and enhance Lake Paul
Wallace for the citizens of Bennettsville, Marlboro
County, northeast South Carolina and all of South
Carolina.” — Former Director Robert Boyles




Economic Development




Investing in
Proven Pillars of
SC's Economy

Empowering local
communities and
strengthening our state’s
economy by:

Creating jobs and strengthening the
tax base

Improving water and sewer
infrastructure

Building upon agribusiness
Protecting citizens with disaster relief

Driving economic growth through
strategic tourism investments

39



Creating Jobs and
Strengthening the Tax Base

Over the last twenty years:

Total Non-Farm Employment Compound Growth 2005 - 2024

1.300

* South Carolina has experienced employment
growth of 28.6%, nearly 10% higher than the
national employment growth.

* Average wages have increased 83.7%.

Over the last ten years:

* South Carolina has seen $52.8 billion in capital
investment and 121,300 jobs created.

+ Business filings with the Secretary of State have

increased from fewer than 45,000 annually to over Average Annual Wage in South Carolina

100,000 annually. $60,000
$55,000
$50,000
To equip county economic development offices with $45,000
additional resources to proactively prepare sites to recruit $40,000
and retain businesses statewide, $80 million nonrecurring $35,000
and $1 million recurring is committed to LocateSC. $30,000 HH | ‘ ‘ ‘ ‘
* Since the program's inception in 2015, all 46 525,000 e R e R e e
counties have received grants. % % % % % % % % % % g % % % % % % § § %

* Neighboring states in the Southeast have made
similar allocations, making the availability of shovel-
ready sites critical to remain competitive.
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Improving
Water &
Sewer
Infrastructure

"

Since 2013, the Rural Infrastructure Authority (RIA) has
administered $1.7 billion in grants and over $1 billion in
loans, with funding impacts touching every county in South
Carolina.

RIA grants have gone to 278 different utilities/local
governments and served over 3 million households and
businesses.

This budget allocates $27 million to RIA to further

water and sewer grant opportunities, dollars which support

critical services for both businesses and community function.

41



Building Upon Agribusiness

The SC Forestry Commission, the SC Department of Agriculture, Clemson
University PSA, and SC State University PSA all serve citizens by protecting
our forests, foods, farms, and farmers, which collectively make up the
$51.8 billion agribusiness industry in South Carolina.

With agribusiness as the state's largest industry sector, over $20.3
million is allocated this year to advance food processing, livestock and
produce, wood, paper, and forestry-related efforts across the state.



Disaster Relief

* The South Carolina Office of Resilience (SCOR) is used as a
national example by the United States Department of Housing
and Urban Development, highlighting the efficacy
of SCOR's efforts to support citizens through effective grant
management after disasters.

* Following Hurricane Helene, SCOR deployed local Disaster
Case Managers who have made over 2,600 contacts to assist
citizens with relief resources applications. The agency is now
coordinating housing recovery efforts. Readily available funds
in the Disaster Relief and Resilience Reserve Fund have allowed
for rapid response, demonstrating the importance of
maintaining dollars on hand for immediate disaster relief.

* This budget replenishes the Disaster Relief and Resilience
Reserve Fund and invests in further collaboration
to ensure that when disaster strikes, South Carolina has the
resources, partnerships, and data readily available to support
citizens and rebuild swiftly.

43



Economic Growth through Tourism Investments

* Tourism is a fundamental driver of SC’s economy, contributing $28 billion annually.
To support this thriving sector, this budget makes an $80 million investment in
commercial airport enhancements, ensuring safe, efficient travel for both residents
and visitors.

* Enhancements will mitigate the effects of power interruptions, repair
deteriorated runways, and increase gating capacity to meet passenger demand.

» Additional Investments in Tourism:

+ $3.1 million recurring to ensure all Parks, Recreation
and Tourism employees, who directly impact visitor experience, earn at
least $35,000

« $9 million for various high-impact events and attractions, which increase
the state’s cultural appeal and tax revenue, meanwhile creating
sustainable jobs

« $14.85 million for marketing South Carolina’s destinations and attractions,
further driving the $2.3 billion generated in state and local taxes from
tourism last year



Investing for Residents and Revenue

* This budget prioritizes proven pillars of South Carolina’s economy to support
residents and revenue alike.

* The State of South Carolina is:
* Looking ahead — to transformative capital investments, a secure economic future,
45 workforce development, and reliable industry in local communities

* Supporting a safe food supply and an agribusiness sector that continues to grow
with the State

* Dedicated to local communities by administering grants for water, sewer, and site
development and preparing for and responding to disasters

* Committed to tourism and the revenue, jobs, and experiences gleaned from the
industry

Together, these initiatives will build a stronger, more resilient South Carolina,
empowering our communities, fostering job creation, and ensuring the State’s
economic future remains bright.






Transportation and Requlatory

Continued Funding for
Our Aging Bridges

Commercial Airport
Infrastructure and
Safety Enhancements

Subcommittee Priorities

Education and
Workforce
Development

Hurricane Helene
Disaster Relief
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Return on Investment
|

Interstate Pavement NII)a]or ATt Rural Road Safety
" avement )
Conditions " Project
Conditions
e 2016: 65% good 0 AWiEs [19% oo s 20% reduction in
o 2022k T geod! e 2023: 41% good fatal and serious
injury accidents on
+12% +22% completed projects
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Infrastructure and Disaster Relief

Appropriated the second round of $200m for Bridge Maintenance and
Repair. This investment is the second of a five-year, S1b commitment
that aims to address the aging infrastructure, as approximately 30% of
South Carolina's 8,400 bridges are at least 60 years old.

$35m nonrecurring to the Department of Transportation for
unreimbursed funds for Hurricane Helene damages. DOT has removed
over 4 million cubic yards of debris and have all affected roads and
bridges under contract for emergency repair.



Education and Workforce Portal

* Education and Workforce Portal—
$2.8m R and $10.3m NR for the
Education & Workforce Portal. This will
serve as the state’s central access point
for education and workforce
information to users as their
opportunities and pathways change
throughout their life. The portal will be
a desktop and mobile browser friendly
online resource that will provide users
with tailored resources relating to
workforce opportunities.

50



AIRPORT INFRASTRUCTURE
AND SAFETY ENHANCEMENTS

* Airports are essential to South Carolina’s
transportation and infrastructure, providing critical
connectivity for passengers and cargo, supporting
commerce, and enhancing mobility across the state.
In addition to the airport funding through the
Department of Commerce, we funded $5.3m
recurring and $5m nonrecurring for Commercial
Airport Enhancements.
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CONSTITUTIONAL
&
STATEWIDE




Constitutional Reserves

General Reserve Fund
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* General Reserve Fund was increased by
$99,695,200 bringing it’s total to
$839,262,964.

* This is now 6.5% of the previous year’s
revenue.

* Capital Reserve Fund was increased by
$17,568,255 bringing it’s total to
$387,352,137.

* This is 3% of last year’s revenue.

Both “rainy day” funds equal more than
S1.2B in reserves.

The Local Government Fund was fully

funded as statutorily required.

Both budget stabilization funds are required by the SC Constitution and must be used in the
event of a deficit. In 2022, over 60% of voters chose to amend the state Constitution and

require a higher levels of funding.
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State Health Plan
\ Q a’ /)

This budget allocates $S105M towards the State Health Plan. Employee premiums
will be covered once again making this the 13th year in a row that state

employees have not experienced a premium increase.

2025 Composite monthly premiums? Employee

State Health Plan $196.07

South? $209.95

Relirees

Survey uses most prevalent plan among state employee options for analysis.
1Composite monthly premiums: Weighted average of all PEBA health subscribers
enrolled in each coverage level

2South includes Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, Mississippi,
North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West
Virginia

Will also not have a
premium increase.

Data from the 2025 PEBA 50-State Survey of State Employee Health Plans
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State Employee - Base Pay Increase

S66M is being appropriated in this budget towards -

* Implementation of a new pay band and classification
system for state employees.
* A Compensation Study determined that the current pay
band system is not tied to the labor market.
* Bringing any State Funded FTE below the new pay
band minimum for their job classification up to the

new minimum of their pay band.

* Providing employees already over their new pay band

minimum, or otherwise unclassified, a 2% pay raise.

Employees will receive whichever is greater, so
those few just below the new minimums will receive

the 2% increase.

Effect of 2% BPIl or New Pay Band Minimum

Average Salary

Average %

PayBand [Increase Increase
1 $3,186 17.27%
2 $1,143 3.96%
3 $1,220 4.29%
4 $1,229 3.51%
5 $1,566 3.43%
6 $1,601 2.92%
7 $1,836 2.68%
8 $2,144 2.16%
9 $2,492 2.08%
10 $3,309 2.25%

Grand

Total $1,521 3.32%

*Table shows classified, State-funded FTEs at
agencies under the current pay band structure.




National Weather Service State of South Carolina
South Carolina Storm Total Rainfall - Aug 5-9 2024

Analysis Data Source: Regional bservations

Disaster Relief

* Since August 2024, SC has experienced
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* Hurricane Helene

Estimated Peak Wind Gusts
from Hurricane Helene

* Over 1.3M power outages,

= % nr

2

\.. Charohee|

\
7 Lancaster

Chester

* 912 road and bridge closures, and

* 49 deaths. A

Estimated
Peak Wind
Gusts

:l 70 mph

80 mph

[] sompn
[] 100 mpn

This map represents a collaborative

+$198 Million
effort amongst offices impacted by
Hurricane Helene to properly assess
owa r s a e a re the peak wind gusts as Helene moved

inland. Winds were estimated based
upon several days of ground surveys,
satellite imagery, and consultation
with experts. These are estimates and
may not represent the peak wind gust
at every spot on the map.

Ll ’
Cathoun =/ Clarandan
L, 3
sy
h
il

. T rangeburg
e

.
~.

1

|

.,

Barnwell

Bambsrg

Collatan W




Technology Investments

Funding to modernize and leverage emerging technology was a consistently
requested item and all three branches of government were appropriated funds
for this effort.

The Dept. Of Administration received appropriations for:
» Cyber Security,
» Asset Tracking, and

« To standard new technologies like Artificial Intelligence across state agencies.

The Judicial Branch received $25M The Legislative Services Agency received
towards a new Circuit Court Case funds to continue modernizing the
Management System. legislative drafting process.
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Results - Septic Tanks

[ ] [ ] [ ]
Pel‘mlﬂ'lng Tlmefl‘d mes Turn Around Time in Days for Septic Tank Permit
January - July 2024

* The Dept. of Environmental Services is 1:2
appropriated $14.5M in this budget to 60
improve permitting timeframes. 0
20
* A proviso is also included which stipulates 0
January March May July
a 90-day deadline for issuing a permit ——Turnaround Time === Goal

decision.
+  Permit times reduced 75%

Total Permits Issued Over Time
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Supporting the Military
Community

Funds were provided for a multitude of

items such as:

* Armory Revitalizations;

+ SC Military Museum;

* Veteran Homes;

* The Military Enhancement Grant
Program; and,

* The Military Child Education Coalition.




Health of the Retirement Systems

Both PORS and SCRS are ahead of the statutory funding schedule by 10 and 9 years,

respectively. This is due to the 2017 Retirement System Reform, successful investments,
and continued support to maintain policies.

Funding Progress for the Unfunded Actuarial Accrued Liability (UAAL)
- SCRS -
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House Ways and Means Committee

803-734-3144

For more information, please call the Ways and Means office or visit
our website at www.scstatehouse.gov
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