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e How we got here
— A recap of revenue trends
— US and Georgia economic performance since 2019

— Structural and economic contributors to recent
revenue changes

* Where we’re going
— Economic outlook: strengths and headwinds
— Revenue outlook for AFY 2024 and FY 2025
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e 5-year growth in total tax revenues: $10.4 billion or 45%
* FY’s 2021-22 account for $9.4 billion of that growth.
* |Income and sales taxes account for $S11.1 billion.

Tax Revenue by Tax Type, FY’s 2018-23 (nominal $)
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FY 2023 & YTD FY 2024 Tax Revenue Comparison

(S,000) FY 2022 FY 2023 % Chg| Jul-Dec 2022 Jul-Dec2023 % Chg
Personal Income $18,286,845 $16,969,072  -7.2%| S8,328,264  S$7,957,171  -4.5%
Corporate Income* 2,509,683 3,807,573 51.7% 1,744,945 1,668,741 -4.4%
Sales & Use 8,316,951 8,918,944 7.2% 4,488,387 4,510,646 0.5%
Motor Fuels 1,602,054 837,218 -47.7% (6,335) 636,854 nmf
TAVT 799,185 831,320 4.0% 410,574 425,696 3.7%
Alcohol & Tobacco 467,191 462,660 -1.0% 235,439 227,786  -3.3%
Insurance Premium 643,223 680,840 5.8% 291,143 268,016 -7.9%
Other Taxes™** 642,787 671,235 4.4% 319,625 325,642 1.9%
Total Taxes 33,267,920 33,178,862  -0.3%| 15,812,043 16,020,553 1.3%
Percent Chg excl. MFT g 2.1% -2.7%
Total General Funds 534,934,855 $35,944,539 2.9%

*alsoincludes CNWT and FIBOT

**includes motor vehicle license fees and fireworks, for-hire transportation, and hotel-motel taxes
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Sheet1

		FY 2023 & YTD FY 2024 Tax Revenue Comparison																																		FY 2023 Actual and AFY 2024 - FY 2025 Budgeted Tax Revenues

		($,000)		FY 2022		FY 2023		% Chg		Jul-Dec 2022		Jul-Dec 2023		% Chg				22Q1		22Q2				23Q1		23Q2				FY22		FY23				($,000)		FY 2023		FY23   % Chg		YTD FY24 % Chg		AFY 2024		FY24   % Chg		FY 2025		FY25   % Chg

		Personal Income		$18,286,845		$16,969,072		-7.2%		$8,328,264		$7,957,171		-4.5%				4046714049.96		4281550367.46				3906154152.03		4051016717.75										Personal Income		$16,969,072		-7.2%		-4.5%		$15,505,160		-8.6%		$15,808,929		2.0%

		Corporate Income*		2,509,683		3,807,573		51.7%		1,744,945		1,668,741		-4.4%				761192965.81		983751703.98				782097263.94		886644131.71										Corporate Income*		3,807,573		51.7%		-4.4%		3,047,670		-20.0%		3,062,908		0.5%

		Sales & Use		8,316,951		8,918,944		7.2%		4,488,387		4,510,646		0.5%				2241826255.62		2246561109.52				2254702997.44		2255943343.26				8320360706.37		8918944437				Sales & Use		8,918,944		7.2%		0.5%		8,149,221		-8.6%		8,369,250		2.7%

		Motor Fuels		1,602,054		837,218		-47.7%		(6,335)		636,854		nmf				-2120249.74		-4214290.74				558801851.44		78052500.407				1602054203.04		837218203.93				Motor Fuels		837,218		-47.7%		nmf		1,556,629		85.9%		2,067,466		32.8%

		TAVT		799,185		831,320		4.0%		410,574		425,696		3.7%				211120249.1		199453973.79				215272574.53		210423134.5				799185362.72		831320119.05				TAVT		831,320		4.0%		3.7%		774,375		-6.8%		788,313		1.8%

		Alcohol & Tobacco		467,191		462,660		-1.0%		235,439		227,786		-3.3%				118927393.47		116511290.26				118048517.3		109737441.46				467191297.39		462659500.29				Alcohol & Tobacco		462,660		-1.0%		-3.3%		447,500		-3.3%		443,685		-0.9%

		Insurance Premium		643,223		680,840		5.8%		291,143		268,016		-7.9%				992714254.27		-701571194.15				1043454763.97		-775438288.36				643223391.76		680839773.95				Insurance Premium		680,840		5.8%		-7.9%		682,542		0.2%		680,836		-0.2%

		Other Taxes**		642,787		671,235		4.4%		319,625		325,642		1.9%																641938169.69		671830569.72				Other Taxes**		671,235		4.4%		1.9%		670,693		-0.1%		688,008		2.6%

		Total Taxes		33,267,920		33,178,862		-0.3%		15,812,043		16,020,553		1.3%				7541155648.6		7979896657.08				8006207167.46												Total Taxes		$33,178,862		-0.3%		1.3%		$30,833,789		-7.1%		$31,909,395		3.5%

		Percent Chg excl. MFT						2.1%						-2.7%																						Percent Chg excl. MFT				2.1%		-2.7%				-9.5%				1.9%

		Total General Funds		$34,934,855		$35,944,539		2.9%																												Total General Funds		$35,944,539		2.9%				$33,490,709		-6.8%		$34,425,232		2.8%

		* also includes CNWT and FIBOT																																		* also includes CNWT and FIBOT

		** includes motor vehicle license fees and fireworks, for-hire transportation, and hotel-motel taxes																																		** includes motor vehicle license fees and fireworks, for-hire transportation, and hotel-motel taxes

		alc																58660029.69		57048918.71				58196938.94		55732945.85

		tob																60267363.78		59462371.55				59851578.36		54004495.61

		mvlf						ERROR:#DIV/0!		199750665.23		207877700.08		4.1%				102338471.74		97412193.49				108363034.64		99514665.44

		fire						ERROR:#DIV/0!		2013789.57		1879272.38		-6.7%				1910946.54		102843.03				1782330.13		96942.25

		for-hire						ERROR:#DIV/0!		16252380.59		14217520.1		-12.5%				7101418.99		9150961.6				8894431.39		5323088.71

		hotel						ERROR:#DIV/0!		101608057.46		101667779.09		0.1%				51999259		49608798.46				52087847.19		49579931.9
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vs. Pre-Pandemic Levels

 US and GA total personal incomes spiked during the pandemic from federal transfer
payments before falling back.

— Both are up ~4% cumulatively, inflation-adjusted, from Q4 2019 and flat since
Q1 2022.

 US real wage & salary income is up 5.2% cumulatively but flat from Q4 2021.
 GA real wages and salaries are up 8.5% and continue to climb.
Real Georgia and US Personal Income Growth, 2019-23
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e Historically, total net income tax collections tracked withholding collections almost
exactly on an annual basis. That changed, dramatically so in FY’s 2021 and 2022.

Quarterly PIT Withholding and Net Collections, FY15 - FY24 Q2
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Revenue Contribution from Capital Gains

Reported Net Capital Gain Realizations

(S millions) TY 2016 TY 2017 TY 2018 TY 2019 TY 2020 TY 2021
DOR (e-filers) $8,852 $13,499  $21,535 §17,370 $23,156  S50,171
# of returns 471,485 506,502 533,565 560,876 661,243 780,238
IRS-SOI (2021 est’d) $11,166  $19,041 S20,151 $18,594 S24,315 552,682
# of returns 565,790 612,040 613,920 622,990 728,560 859,669
Tax @ top rate S670 $1,142 $1,209 $1,116 $1,459 S3,161

Net Capital Gains by Return Amount Reported
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e vonear | lncome Effects on Sales Tax Revenue

Sustained growth of personal income — from a job, a business, or investments — is
the main driver of sales tax revenue growth.

Excluding transfer payments, nominal personal income growth in Georgia
averaged about 5.5% over the last 4 years.

Sales tax revenues grew, on average, by 9.3% per year from FY19 to FY23.

Georgia Non-Transfer Personal Income*
vs. Sales Tax Revenue, 2019-23
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Rate has Fallen

e Saving rates stayed elevated for ~18 months but returned to normal
in the fall of 2021.

* Since then, higher inflation has reduced households’ ability to save
and they are drawing down excess savings.

US Personal Saving Rate vs. 2015-19 Average
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mennivor | Consumption Spending Shift

* Consumption shifted from services to goods. Nationally, goods
consumption has risen >35% in 4 years, 7.9% per year.

e Services consumption has risen only 25%, 5.8% per year.

e Goods (except groceries and Rx) are taxable; most services are not.

FRED ~ 7 == Personal Consumption Expenditures, Nov 2019=100
== Personal Consumption Expenditures: Goods, Nov 2019=100

Personal Consumption Expenditures: Services, Nov 2019=100
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Contributors to Revenue Patterns

e Structural, offsetting shift between personal and corporate
income taxes from entity-level filing

— Not a worry

e Support for taxable consumption from excess savings
accumulated during the pandemic and more recently spent down

— This support won’t last much longer.

* Boost to sales tax revenues from consumption shift from services
to goods

— Returning to normal is a drag on revenues.

* Boost to FY22 PIT revenues from capital gains realizations, likely
reversing since

— This is not a reliable source of funding.
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Unemployment remains low nationally.

Georgia (in red) has outperformed since the pandemic began.
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* Georgia’s labor force growth (in red) outpaces the national
economy since the pandemic began.

FRED .~% == Civilian Labor Force Level, Jun 2009=100

== Civilian Labor Force in Georgia, Jun 2009=100
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e Establishment Survey reports Georgia nonfarm employment has grown by 5.8%
since the pandemic began versus 3.1% nationally.

* Household Survey reports a record 5.18 million Georgians employed in
November, 243k more than Feb 2020 and up 98k in 11 months of 2023.

FRED .~4 == All Employees, Total Nonfarm, Jun 2009=100
== f|| Employees: Total Nonfarm in Georgia, Jun 2009=100
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* Quick pandemic plunge, quick recovery
 GA outperformed in 2022, lagged in 15t half of 2023, up 4.5% in Q3

* GAreal GDP up 5.6% from Q4 2019, US up 7.3%
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e Inflation is slowly coming down from a nearly 42-year high, but
core-PCE inflation remains near 4% yr-yr as of Aug.

* Core-CPl was up 4.1% yr-yr in Sept.

FRED /7 === Consumer Price Index for All Urban Consumers: All items in U.S. City Average
' == Consumer Price Index for All Urban Consumers: All ltems Less Food and Energy in U. 5. City Average
== Consumer Price Index for All Urban Consumers: Commaodities in U.5. City Average
== Consumer Price Index for All Urban Consumers; Services in U.S. City Average
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What's the outlook, then?

* Will the Fed stay too tight for too long and cause a
recession or will they engineer a soft landing?

 What about the strength of labor markets?
* Those excess savings

 What else is different than the last real recession?
— Consumer financial health
— No housing bubble
— Stronger banks

 What *should® we worry about?
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Fed tightening has pushed short rates up more than long rates, inverting the
yield curve, a classic recession predictor.

Not since 1966 has the 3-mo/10-yr spread been negative w/o a recession
following w/in 6-17 months.

3-Month to 10-Year Treasury Spread”
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*10-year bond rate minus 3-month bill rate, monthly average; numbers adjacent to spread are mos. from 1st inversion to recession
Source: Federal Reserve Bank of New York
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The Downside:

* Mild recession more likely than not starting in the 15t half of
this year

* Inflation should continue easing but just fast enough for the 3
rate cuts in 2024 recently suggested by Fed officials, starting
in Q2.

* National unemployment should pass 4% in Q2 and peak later

in the year at 4.2% (Conf. Board) to 4.3% (WSJ); GA should do
better.

Mitigants:
e Strong labor market; businesses don’t want to fire workers

e Excess savings during the pandemic are diminishing but
consumers’ financial health is strong.
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Estimates

Total General Fund Revenues
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