Summary of Proposal from the Senate Judiciary and Senate Finance Subcommittees for Property Tax Reform

Sales Tax / Property Tax Swap Proposal

The Subcommittees recommend that the South Carolina’s Sales Tax be increased from 5% to 7%.  In exchange, the additional funds would be used to eliminate the school operating property tax on owner-occupied residences and personal property vehicles.  Further, a rebate to renters channeled through a refund on the state’s individual income tax form is included in the recommendation.  

In addition, the Subcommittees recommend that the state’s current practice on the levy of sales taxes on basic food items be changed.  As the sales tax would be raised from 5% to 7%, the sales tax on food items would be lowered to a maximum of 2% in the first year of implementation.  Then, in the second year of implementation the sales tax on basic food items would be eliminated.   To guard against a disruption in local school operations, the Subcommittee recommends a cash reserve account of $125 million.

The Subcommittees have discussed the distribution of funds back to school districts, but no detailed formula has been adopted.

A bill incorporating these recommendations will be filed and referred to the Senate Finance Committee for further examination.
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