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A BILL

TO AMEND THE CODE OF LAWS OF SOUTH CAROLINA, 1976, BY ADDING ARTICLE 11 TO CHAPTER 36 OF TITLE 12, RELATING TO THE SALES TAX, SO AS TO IMPOSE AN ADDITIONAL ONE PERCENT SALES AND USE TAX; TO AMEND SECTION 12‑36‑910, AS AMENDED, RELATING TO SALES TAXES GENERALLY, SO AS TO PROVIDE THAT THE SALES TAX ON UNPREPARED FOOD IS THREE PERCENT AND TO PROVIDE FOR CERTAIN GENERAL FUND TRANSFERS TO THE EDUCATION IMPROVEMENT ACT FUND FOR EACH FISCAL YEAR TO OFFSET EIA REVENUES LOST AS A RESULT OF THE REDUCED SALES TAX ON THE SALE OF UNPREPARED FOOD; TO ADD SECTION 11‑11‑155 SO AS TO CREATE THE HOMESTEAD EXEMPTION FUND, TO PROVIDE FOR THE OPERATION OF THE FUND, AND PROVIDE FOR THE TRANSFER INTO THE FUND OF THE ADDITIONAL ONE PERCENT SALES TAX REVENUES PROVIDED FOR ABOVE AND CERTAIN OTHER FUNDS; TO AMEND SECTION 12‑37‑220, AS AMENDED, RELATING TO PROPERTY TAX EXEMPTIONS, SO AS TO PROVIDE AN ADDITIONAL EXEMPTION EQUAL TO ONE HUNDRED PERCENT OF THE FAIR MARKET VALUE OF OWNER‑OCCUPIED RESIDENTIAL PROPERTY FROM THE PROPERTY TAX IMPOSED FOR SCHOOL OPERATING PURPOSES, TO PROVIDE THAT THIS EXEMPTION WITH CERTAIN EXCEPTIONS DOES NOT APPLY WITH RESPECT TO PROPERTY TAX IMPOSED FOR PAYMENT OF GENERAL OBLIGATION DEBT, AND TO REQUIRE A TWO-THIRDS VOTE OF THE MEMBERSHIP OF EACH HOUSE TO DELETE OR REDUCE THIS EXEMPTION; TO AMEND SECTION 11-11-150, AS AMENDED, RELATING TO THE DISTRIBUTION OF CERTAIN STATE TAX REVENUES INCLUDING THOSE FOR THE TRUST FUND FOR TAX RELIEF; TO AMEND SECTION 12-37-251, RELATING TO THE TRUST FUND FOR TAX RELIEF AND REIMBURSEMENTS TO SCHOOL DISTRICTS FROM THIS TRUST FUND; TO AMEND SECTION 12-37-270, RELATING TO REIMBURSEMENTS TO POLITICAL SUBDIVISIONS AS A RESULT OF THE HOMESTEAD PROPERTY TAX EXEMPTION FOR PERSONS SIXTY-FIVE AND OVER, SO AS TO MAKE CONFORMING CHANGES TO THESE SECTIONS TO REFLECT THE REDIRECTION OF CERTAIN STATE REVENUES AS A RESULT OF THE ESTABLISHMENT OF THE HOMESTEAD EXEMPTION FUND IN SECTION 11-11-155 ABOVE; TO REPEAL SECTION 12-37-223A ALLOWING COUNTIES TO LIMIT PROPERTY TAX VALUATION INCREASES; TO SUSPEND THE IMPOSITION OF SALES, USE, AND CASUAL EXCISE TAXES TO OTHERWISE TAXABLE EVENTS OCCURRING ON NOVEMBER 24 AND 25, 2006, AND TO PROVIDE EXCEPTIONS; TO ADD SECTION 11-11-156 SO AS TO PROVIDE FOR THE MANNER, AMOUNT, AND CONDITIONS UNDER WHICH REVENUES OF THE HOMESTEAD EXEMPTION FUND SHALL BE DISTRIBUTED TO SCHOOL DISTRICTS AND FOR CERTAIN OTHER PURPOSES; TO AMEND SECTION 6-1-320, AS AMENDED, RELATING TO THE LIMITATIONS ON MILLAGE INCREASES, SO AS TO REVISE THESE LIMITATIONS AND THE MANNER IN WHICH EXCEPTIONS MAY BE APPROVED, COMPUTED, AND IMPLEMENTED; TO PROVIDE FOR THE MANNER IN WHICH REFERENDUMS MAY BE HELD AT THE SAME TIME AS THE 2006 GENERAL ELECTION AS TO WHETHER OR NOT THE IMPOSITION OF A LOCAL OPTION SALES TAX IN A COUNTY SHOULD BE REPEALED; TO AMEND TITLE 12, CODE OF LAWS OF SOUTH CAROLINA, 1976, BY ADDING ARTICLE 25 IN CHAPTER 37, ENACTING THE “SOUTH CAROLINA PROPERTY TAX VALUATION REFORM ACT”, SO AS TO PROVIDE FOR A VALUATION OF REAL PROPERTY FOR PURPOSES OF THE PROPERTY TAX THAT LIMITS THE INCREASE IN TAXABLE VALUE NOT TO EXCEED FIFTEEN PERCENT OVER A FIVE‑YEAR PERIOD UNLESS AN ASSESSABLE TRANSFER OF INTEREST OCCURS;  TO AMEND SECTION 12-43-220, RELATING TO CLASSIFICATIONS OF PROPERTY FOR THE PROPERTY TAX, SO AS TO FURTHER PROVIDE HOW FAIR MARKET VALUE OF REAL PROPERTY SHALL BE DETERMINED; TO AMEND SECTION 6‑1‑50, RELATING TO FINANCIAL REPORTS, SO AS TO REQUIRE SUBMISSION OF ANNUAL FINANCIAL REPORTS TO THE BUDGET AND CONTROL BOARD, OFFICE OF RESEARCH AND STATISTICS, ECONOMIC RESEARCH SECTION; AND TO AMEND SECTION 12‑60‑2510, RELATING TO PROPERTY TAX NOTICES, SO AS TO ALLOW THAT IN YEARS IN WHICH THERE IS NO NOTICE OF A PROPERTY TAX ASSESSMENT, A TAXPAYER MAY PROTEST THE ASSESSMENT VALUE NINETY DAYS AFTER THE TAX NOTICE IS MAILED AND TO MAKE A CONFORMING AMENDMENT; TO AMEND CHAPTER 10, TITLE 4 BY ADDING ARTICLE 7 SO AS TO PROVIDE FOR THE MANNER IN WHICH LOCAL OPTION SALES AND USE TAXES MAY BE IMPOSED FOR LOCAL PROPERTY TAX CREDITS INCLUDING THE REQUIREMENT OF A REFERENDUM;  TO PROVIDE THAT THE SALES TAX EXEMPTIONS IN SECTION 12‑36‑2120 SHALL BE REVIEWED BY THE GENERAL ASSEMBLY AT LEAST BY 2010 AND AT LEAST EVERY TEN YEARS THEREAFTER; TO AMEND SECTION 12‑37‑670, RELATING TO LISTING AND ASSESSMENT OF NEW STRUCTURES FOR PROPERTY TAX PURPOSES, SO AS TO AUTHORIZE A COUNTY GOVERNING BODY BY ORDINANCE TO REQUIRE THAT A NEW STRUCTURE BE LISTED BY THE FIRST DAY OF THE MONTH AFTER THE CERTIFICATE OF OCCUPANCY IS ISSUED FOR THE STRUCTURE AND TO PROVIDE FOR THE TIMING OF PAYMENT OF TAXES DUE; TO REPEAL SECTION 12‑37‑680 RELATING TO A LOCAL COUNTY ORDINANCE ADOPTING THE SAME RULE; TO AMEND SECTION 12-45-75, RELATING TO THE PAYMENT OF PROPERTY TAXES IN INSTALLMENTS, SO AS TO FURTHER PROVIDE FOR THE MANNER IN WHICH A COUNTY MAY PROVIDE FOR THE PAYMENT OF PROPERTY TAXES IN INSTALLMENTS; TO AMEND SECTION 11-27-110, RELATING TO LEASE PURCHASE OR FINANCING AGREEMENTS SUBJECT TO CONSTITUTIONAL DEBT LIMITATIONS, SO AS TO REVISE THE DEFINITION OF A “FINANCING AGREEMENT” TO INCLUDE CERTAIN SCHOOL DISTRICT OR POLITICAL SUBDIVISION CONTRACTS; AND TO PROVIDE FOR THE MANNER IN WHICH THE ABOVE PROVISIONS SHALL TAKE EFFECT.

Be it enacted by the General Assembly of the State of South Carolina:

Part I

Property Tax Exemption and Sales Tax Increases

SECTION
1.
A.

Chapter 36, Title 12 of the 1976 Code is amended by adding:

“Article 11

Additional Sales, Use, and Casual Excise Tax


Section 12‑36‑1110.
Beginning June 1, 2007, an additional sales, use, and casual excise tax equal to one percent is imposed on amounts taxable pursuant to this chapter, except that this additional one percent tax does not apply to amounts taxed pursuant to Section 12‑36‑920(A), the tax on accommodations for transients, nor does this additional tax apply to items subject to a maximum sales and use tax pursuant to Section 12‑36‑2110 nor to the sale of unprepared food which may be lawfully purchased with United States Department of Agriculture food coupons.


Section 12‑36‑1120.
The revenue of the taxes imposed by this article must be credited to the Homestead Exemption Fund established pursuant to Section 11‑11‑155.


Section 12‑36‑1130.
The Department of Revenue may prescribe amounts that may be added to the sales price to reflect the additional taxes imposed pursuant to this article.”

B.1.

Section 12‑36‑910 of the 1976 Code, as last amended by Act 161 of 2005, is further amended by adding a new subsection at the end to read:


“(D)(1)

Notwithstanding the rate of the tax imposed pursuant to subsection (A) of this section or the rate of any other sales tax imposed pursuant to this chapter and the rate of any use tax imposed pursuant to this chapter, the sales and use tax on the gross proceeds of sales or sales price of unprepared food which lawfully may be purchased with United States Department of Agriculture food coupons is three percent.



(2)
There is transferred from the general fund of the State to the EIA Fund in fiscal year 2006-2007 the revenue estimated by the Board of Economic Advisors to equal EIA revenue not received as a result of the two percent sales tax differential provided pursuant to this subsection.”


2.

Notwithstanding the general effective date provided in this act, this subsection takes effect October 1, 2006.

C.
 The provisions of Section 4‑10‑350(F) and (G) of the 1976 Code apply mutatis mutandis with respect to the tax imposed pursuant to Article 11, Chapter 36, Title 12 of the 1976 Code as added by this section.

SECTION
2.


Chapter 11, Title 11 of the 1976 Code is amended by adding:


“Section 11‑11‑155.
(A)
The revenue from the tax imposed pursuant to Article 11, Chapter 36 of Title 12 is automatically credited to a fund separate and distinct from the state general fund known as the ‘Homestead Exemption Fund’.  The Board of Economic Advisors shall account for the Homestead Exemption Fund revenue separately from general fund revenues, and the board shall make an annual estimate of the receipts by the Homestead Exemption Fund by February fifteenth of each year.  This estimate shall be transmitted to the State Treasurer, Comptroller General, the Chairmen of the House Ways and Means Committee and the Senate Finance Committee and to each school district and county.  No portion of these revenues may be credited to the Education Improvement Act (EIA) Fund.


(B)
An amount equal to the total reimbursements paid pursuant to the provisions of Section 12‑37‑251 and the school operating millage portion of the reimbursements paid pursuant to Section 12‑37‑270 in fiscal year 2006‑2007 also must be credited to the Homestead Exemption Fund.  Revenue deposited in the Homestead Exemption Fund each year in an amount equal to the total reimbursements paid pursuant to the provisions of Section 12‑37‑251, the school operating portion of the reimbursement paid pursuant to Section 12‑37‑270 in fiscal year 2006‑2007 shall be used together with the revenues from the additional sales and use tax imposed pursuant to Section 12‑36‑1110 to provide reimbursements to school districts in the manner required by law.


(C)
An unexpended balance in the Homestead Exemption Fund at the end of a fiscal year must remain in the Homestead Exemption Fund. 


(D)
Earnings on the Homestead Exemption Fund  must be credited to the Homestead Exemption Fund.


(E)
Nothing in this section prohibits appropriations by the General Assembly of additional revenues to the Homestead Exemption Fund and nothing in this section prevents the General Assembly from directing the use of these additional appropriations for specified purposes including a rollback of county operating millage on owner-occupied residential property.


(F)
Revenues credited to this fund must be used as provided pursuant to Section 11‑11‑156.”

SECTION
3.
Section 12‑37‑220(B) of the 1976 Code is further amended by adding a new item at the end to read:



“(47)(a)
Effective for property tax years beginning after 2006 and to the extent not already exempt pursuant to Section 12‑37‑250, one hundred percent of the fair market value of owner‑occupied residential property eligible for and receiving the special assessment ratio allowed owner‑occupied residential property pursuant to Section 12‑43‑220(c) is exempt from all property taxes imposed for school operating purposes but not including millage imposed for the repayment of general obligation debt.




(b)
Notwithstanding any other provision of law, property exempted from property tax in the manner provided in this item is considered taxable property for purposes of bonded indebtedness pursuant to Section 15 of Article X of the Constitution of this State.



(c)
The exemptions allowed by this item may not be deleted or reduced except by a legislative enactment receiving a recorded rollcall vote of at least a two‑thirds majority of the membership of each  house of the General Assembly.”

SECTION
4.
A. 
Items (1) and (2) of Section 11‑11‑150(A) of the 1976 Code, as added by Act 419 of 1998, are amended to read:


“(1)
Section 12‑37‑251 for the residential property tax exemption Reserved; 


(2)
Section 12‑37‑270 for the homestead exemption for persons over age sixty‑five or disabled, but not including the portion attributable to school operating millage;”

B.
 Section 12‑37‑223A of the 1976 Code is repealed.

C.
Section 12‑37‑251 of the 1976 Code, as last amended by Act 226 of 2004, is further amended to read:


“(A)(1)
The Trust Fund for Tax Relief must contain an amount equal to the revenue necessary to fund a property tax exemption of one hundred thousand dollars based on the fair market value of property classified pursuant to Section 12‑43‑220(c) calculated on the school operating millage imposed for tax year 1995 or the current school operating millage, whichever is lower, excluding taxes levied for bonded indebtedness and payments pursuant to lease purchase agreements for capital construction. The 1995 tax year school operating millage or the current school operating millage, whichever is lower, is the base year millage for purposes of calculating the amount necessary to fund the Trust Fund for Tax Relief in accordance with this section. However, in years in which the values resulting from a countywide reassessment and equalization program are implemented, the base year millage must be adjusted to an equivalent millage rate in the manner that the Department of Revenue shall prescribe. Funds distributed to a taxing district as provided in subsection (B) of this section must be used to provide a uniform property tax exemption for all property in the taxing district which is classified pursuant to Section 12‑43‑220(c), excluding taxes levied for bonded indebtedness and payments pursuant to lease purchase agreements for capital construction. 



(2)
Notwithstanding the provisions of this subsection, a school district whose operating millage falls below the 1995 school year operating millage may request to receive tax relief based on the 1995 operating millage, or equivalent millage rate, if one of the following conditions are met: 




(a)
the current operating millage per pupil plus the current debt service millage is equal to or less than the total millage per pupil for 1995; 




(b)
the operating millage per pupil for the 1995 tax year reduced by the amount by which the total millage per pupil for all purposes in the current year exceeds the total millage per pupil for the 1995 tax year but not below the actual operating millage per pupil for the current year. 


The Department of Revenue is responsible for certifying that the conditions are met based on the latest completed fiscal year data of the requesting district. 


Any funds received by an eligible school district in excess of its current millage under this subsection may be used by the district to pay bonded indebtedness. RESERVED 


(B)(1)
School districts must be reimbursed from revenues credited to the Trust Fund for Tax Relief for a fiscal year, in the manner provided in Section 12‑37‑270, for the revenue lost as a result of the homestead exemption provided in this section. Ninety percent of the reimbursement must be paid in the last quarter of the calendar year on December first. From funds appropriated to the Office of the Comptroller General in the annual general appropriations act, the Comptroller shall make the calculations and distributions required pursuant to this subsection. If amounts received by a school district pursuant to this subsection are insufficient to reimburse fully for the base year operating millage, the local school board, within its authority, shall decide how to make up the shortfall, if necessary. Amounts received by a district in excess of the amount necessary to reimburse the district for the base year operating millage must first be used to reduce any operating millage imposed since the 1995 base year, must next be used for school debt service purposes, and any funds remaining may then be retained by the district. 



(2)
School districts must be reimbursed on a per capita basis, but a district may not receive as a reimbursement for a fiscal year an amount less than the actual reimbursement amount it received in fiscal year 1998‑99. If amounts credited to the Trust Fund for Tax Relief for a fiscal year pursuant to item (1) of this subsection are insufficient to pay the full amount of the reimbursements provided by this item, then all amounts credited to the trust fund for a fiscal year for this reimbursement in excess of the amount of the reimbursements paid pursuant to this section in fiscal year 1998‑99 must be allocated only to those districts receiving less than the full per capita reimbursement, and this allocation must be on a per capita basis among only those counties receiving some part of this allocation. 



(3)
Operating millage levied in a county for alternative schools, career and technology centers, and county boards of education whether or not levied countywide or on a school district by school district basis in a county also is considered school operating millage to which the property tax exemption provided by this section applies. County treasurers shall consider these operating millages in determining revenue lost when making disbursements to school districts from trust funds for tax relief funds under this section. RESERVED 


(C)
Notwithstanding any other provision of law, property exempted from property taxation in the manner provided in this section is considered taxable property for purposes of bonded indebtedness pursuant to Sections 14 and 15 of Article X of the Constitution of this State, and for purposes of computing the “index of taxpaying ability” pursuant to Section 59‑20‑20(3). RESERVED 


(D)
[Blank] RESERVED 


(E)
Rollback millage is calculated by dividing the prior year property tax revenues by the adjusted total assessed value applicable in the year the values derived from a countywide equalization and reassessment program are implemented. This amount of assessed value must be adjusted by deducting assessments added for property or improvements not previously taxed, for new construction, and for renovation of existing structures. 


(F)
The exemption allowed by this section is conditional on full funding of the Education Finance Act and on an appropriation by the General Assembly each year reimbursing school districts an amount equal to the Economic Research Section of the Budget and Control Board estimate of total school tax revenue loss resulting from the exemption in the next fiscal year. RESERVED”

D.

The first undesignated paragraph of Section 12‑37‑270 of the 1976 Code is amended to read:


“As provided in Section 11‑11‑150, there must be credited to the Trust Fund for Tax Relief in a fiscal year an amount sufficient to pay the reimbursement provided by this section. The Comptroller General, from the Trust Fund, annually shall pay to the county treasurer of the county in which the dwelling is situate for the account of each county, school district, or special district therein a sum equal to the amount of taxes that was not collected for such county, school district, or special district by reason of the exemption provided for in Section 12‑37‑250 and also annually shall pay to the governing body of the municipality in which the dwelling is situate a sum equal to the amount of taxes that was not collected for such municipality by reason of the exemption provided for in Section 12‑37‑250. However, no reimbursement must be paid pursuant to this section for revenue for school operations not collected because of the exemption allowed pursuant to Section 12‑37‑250.  The county treasurer and municipal governing body shall furnish the Comptroller General on or before April first following the tax year, or during an extension authorized by the Comptroller General not to exceed sixty days an accounting or statement as prescribed by the Comptroller General that reflects the amount of county, municipal, school district, or special district taxes that was not collected because of the exemption. Any funds paid by the Comptroller General as the result of an erroneous or improper application must be returned to the Comptroller General for deposit in the general fund of the State.”

E.
The imposition of the sales, use, and casual excise taxes imposed pursuant to Chapter 36 of Title 12 of the 1976 Code, the South Carolina Sales and Use Tax Act, is suspended with respect to otherwise taxable events occurring on November 24 and 25, 2006.  The suspension provided pursuant to this paragraph does not apply to the sales tax on accommodations and other charges imposed pursuant to Section 12‑36‑920 of the 1976 Code, nor does the suspension apply to any local sales or use tax administered by the South Carolina Department of Revenue.

Part II

Distribution of Revenue and Millage Limitations

SECTION
1.
A.
Chapter 11, Title 11 of the 1976 Code is amended by adding:


“Section 11‑11‑156.
(A)(1)
Beginning with fiscal year 2007‑2008, school districts of this State must be reimbursed from the Homestead Exemption Fund in the manner provided in this subsection.  The Comptroller General shall pay these reimbursements upon application of the school district and the reimbursements for fiscal year 2007-2008 shall be equal to the amount estimated to be collected or reimbursed in fiscal year 2007‑2008 by the district from school operating millage imposed on owner‑occupied residential property therein.



(2)
Beginning in fiscal year 2008-2009 a school district shall receive in reimbursements what it received in fiscal year 2007-2008 plus the reimbursement increases provided for in item (3).  The reimbursement increases of the several school districts as provided in item (3) for any year shall be aggregated and the reimbursement increase a particular school district shall receive for that year shall be equal to an amount that is the school district’s proportionate share of such funds based on the district’s weighted pupil units as a percentage of statewide weighted pupil units as determined annually pursuant to the Education Finance Act.  For purposes of the reimbursement increases school districts receive under this subsection based on weighted pupil units determined pursuant to the Education Finance Act, an additional add‑on weighting for students in poverty of 0.20 shall be included in the weightings provided in Section 59‑20‑40(1)(c) of the 1976 Code.  The weighting for poverty shall provide additional revenues for students in kindergarten through grade twelve who qualify for Medicaid or who qualify for reduced or free lunches, or both.  Revenues generated by this weighting must be used by districts and schools to provide services and research‑based strategies for addressing academic or health needs of these students to ensure their future academic success, to provide summer school, reduced class size, after school programs, extended day, instructional materials, or any other research‑based educational strategy to improve student academic performance.



(3)
Beginning with the fiscal year 2008‑2009 reimbursements, these reimbursements must be increased on an annual basis by an inflation factor equal to the percentage increase in the previous year of the Consumer Price Index, Southeast Region, as published by the United States Department of Labor, Bureau of Labor Statistics plus the percentage increase in the previous year in the population of the State as determined by the Office of Research and Statistics of the State Budget and Control Board.  Distribution of these reimbursement increases shall be as provided in this subsection.



(4)
The percentage of population growth in any year for any school district entitled to reimbursements from the Homestead Exemption Fund shall be based on estimates for such growth in the county wherein the school district is located as determined by the Office of Research and Statistics of the State Budget and Control Board.  Where the school district encompasses areas in more than one county, the population growth in that entity shall be the average of the growth in each county weighted to reflect the existing population of the school district in that county as compared to the existing population of the school district as a whole.



(5)
Upon the beginning of reimbursements for a particular year, the reimbursements must be paid to a school district on or after January first of that year.



(6)
To the extent revenues in the Homestead Exemption Fund are insufficient to pay all reimbursements to a school district required by this subsection (A) and subsection (B), the difference must be paid from the state general fund.



(7)
Operating millage levied in a county for alternative schools, career and technology centers, and county boards of education whether or not levied countywide or on a school district by school district basis in a county also is considered school operating millage to which the reimbursements provided for in this section apply.



(8)
Reimbursements to a school district under this subsection shall be considered in the computation of the required Education Improvement Act maintenance of local effort.


(B)(1)
After the required reimbursements to school districts in a county have been made from the Homestead Exemption Fund for any year pursuant to subsection (A), a county, if the districts therein have not together received a total of at least two million five hundred thousand dollars in reimbursements, must receive an additional disbursement from the Homestead Exemption Fund to bring the total reimbursements to the districts in that county to at least two million five hundred thousand dollars.  This additional disbursement shall be paid to the county for disbursement to the school districts located within that county.  These distributions under this subsection to any district in the county shall be equal to the one hundred thirty‑five day average daily membership of the district divided by the total average daily membership of all students in the districts in the county times the required amount of funds to bring the total reimbursements to the school districts in that county to at least two million five hundred thousand dollars.



(2)
If a school district encompasses more than one county, the one hundred thirty‑five day average daily membership of the students from that county attending schools of the district shall be used to compute the distributions required by this subsection.



(3)
The distributions to a county and then to a school district under this subsection shall be considered to be outside of the Education Finance Act and shall not be considered when computing the maintenance of local effort required of that district under the Education Improvement Act.


(C)
The balance in the Homestead Exemption Fund remaining after the payments to school districts and counties pursuant to subsections (A) and (B) of this section must be remitted to counties in the proportion that the population of the county is to the total population of the State.  Population data must be as determined in the decennial United States Census and the most recent update to that data as determined by the Office of Research and Statistics of the State Budget and Control Board.  Revenues received by the county must be used to provide a property tax credit against the property tax liability for county operations on owner‑occupied residential property classified for property tax purposes pursuant to Section 12‑43‑220(c).  The credit is an amount determined by dividing the total estimated revenues credited to the county during the applicable fiscal year by the number of parcels in the county eligible for the credit.  Credit that exceeds the tax due on a parcel must be reallocated in a uniform amount to remaining parcels with a property tax liability for county operations. The distributions under this subsection are not an obligation of the state general fund if sufficient funds are not available to make such distributions from the Homestead Exemption Fund.


(D)
Notwithstanding any other provision of this section, the reimbursements provided pursuant to this section for the property tax exemption allowed by Section 12-37-220(B)(47) as they apply for owner-occupied residential real property located in redevelopment project areas pursuant to the Tax Increment Financing Law and the Tax Increment Financing Act for Counties and for such real property subject to a redevelopment plan, must not be less than dollar for dollar for the duration of the plan.”

SECTION
2.
A.
Section 6-1-320 of the 1976 Code, as last amended by Act 145 of 2005, is further amended to read:


“Section 6-1-320.
(A)
Notwithstanding Section 12‑37‑251(E), a local governing body may increase the millage rate imposed for general operating purposes above the rate imposed for such purposes for the preceding tax year only to the extent of the increase in the average of the twelve monthly consumer price indexes for the most recent twelve‑month period consisting of January through December of the preceding calendar year, plus, beginning in 2007, the percentage increase in the previous year in the population of the entity as determined by the Office of Research and Statistics of the State Budget and Control Board.  However, in the year in which a reassessment program is implemented, the rollback millage, as calculated pursuant to Section 12‑37‑251(E), must be used in lieu of the previous year’s millage rate


(B)
Notwithstanding the limitation upon millage rate increases contained in subsection (A), the millage rate limitation may be suspended and the millage rate may be increased upon a two-thirds vote of the membership of the local governing body for the following purposes: 



(1)
in response to a natural, environmental, or other disaster as declared by the Governor; 



(2)
to offset a prior year’s deficit, as required by Section 7, Article X of the South Carolina Constitution; 



(3)
to raise the revenue necessary to comply with judicial mandates requiring the use of county or municipal funds, personnel, facilities, or equipment; 



(4)
to meet the minimum required local Education Finance Act inflation factor as projected by the State Budget and Control Board, Division of Research and Statistics, and the per pupil maintenance of effort requirement of Section 59‑21‑1030, if applicable. 



(1)
the deficiency of the preceding year;



(2)
any catastrophic event outside the control of the governing body such as a natural disaster, severe weather event, act of God, or act of terrorism, fire, war, or riot; 



(3)
compliance with a court order or decree;



(4)
taxpayer closure due to circumstances outside the control of the governing body that decreases by ten percent or more the amount of revenue payable to the taxing jurisdiction in the preceding year; or



(5)
compliance with a regulation promulgated or statute enacted by the federal or state government after the ratification date of this section for which an appropriation or a method for obtaining an appropriation is not provided by the federal or state government.


If a tax is levied to pay for items (1) through (5) above, then the amount of tax for each taxpayer must be listed on the tax statement as a separate surcharge, for each aforementioned applicable item, and not be included with a general millage increase.  Each separate surcharge must have an explanation of the reason for the surcharge.  The surcharge must be continued only for the years necessary to pay for the deficiency, for the catastrophic event, or for compliance with the court order or decree.

(C)
The millage rate limitation provided for in subsection (A) of this section may be overridden and the millage rate may be further increased by a positive majority vote of the appropriate governing body.  The vote must be taken at a specially‑called meeting held solely for the purpose of taking a vote to increase the millage rate.  The governing body must provide public notice of the meeting notifying the public that the governing body is meeting to vote to override the limitation and increase the millage rate.  Public comment must be received by the governing body prior to the override vote.  The millage increase permitted by subsection (B) is in addition to the increases from the previous year permitted pursuant to subsection (A) and shall be an additional millage levy above that permitted by subsection (A).  The millage limitation provisions of this section do not apply to revenues, fees, or grants not derived from ad valorem property tax millage or to the receipt or expenditures of state funds.


(D)
The restriction contained in this section does not affect millage that is levied to pay bonded indebtedness or payments for real property purchased using a lease‑purchase agreement or used to maintain a reserve account.  Nothing in this section prohibits the use of energy‑saving performance contracts as provided in Section 48‑52‑670.


(E)
Notwithstanding any provision contained herein, this article does not and may not be construed to amend or to repeal the rights of a legislative delegation to set or restrict school district millage, and this article does not and may not be construed to amend or to repeal any caps on school millage provided by current law or statute or limitation on the fiscal autonomy of a school district as currently in existing law. 


(F)
The positive majority vote of the governing body required by this section does not apply to school districts that have their budgets approved by qualified electors at a town meeting.” 

B.
The provisions of Section 6-1-320 of the 1976 Code as amended by this section apply beginning January 1, 2007.  

SECTION
3.
(A)
Notwithstanding any other provision of law, a county governing body by ordinance or upon petition signed by five percent of the qualified electors of the county submitted to the county governing body with all signatures verified at least sixty days before the 2006 general election shall conduct a referendum at the same time as the 2006 general election as to whether or not a local option sales tax presently imposed in that county should be repealed.  If the qualified electors of the county vote in favor of repealing the local option sales tax, the tax shall be repealed as of January 1, 2007.


(B)
Beginning June 1, 2007, funds derived from a one percent local option sales tax imposed in a county  which are used to reduce ad valorem property taxes imposed on owner‑occupied residential property for school operating purposes must be thereafter applied on a pro rata basis to reduce ad valorem property taxes levied for other purposes as the county governing body shall provide.

Part III

Local Option Property Tax Credits

SECTION
1.
Chapter 10, Title 4 of the 1976 Code is amended by adding:

“Article 7

Local Option Sales and Use Tax

For Local Property Tax Credits


Section 4‑10‑720.
As used in this article:



(1)
‘Class of property’ means property classified for property tax purposes as provided pursuant to Section 1, Article X of the Constitution of this State and as further permitted in Section 12‑43‑220.  Property subject to a fee in lieu of property taxes, as defined in Chapter 12, Title 4 is not included in this definition of a class of property.  All classes of property are provided a credit against property tax liability as provided in this article.



(2)
‘Political subdivision’ means a county, or a school district located wholly or partly within a county area, or both the county and a school district so located.



(3)
‘Property tax’ means all property tax millage imposed for operating purposes by a political subdivision.



(4)
‘Property tax liability’ means the amount of tax due as a result of the imposition of property tax.



(5)
‘ORS’ means the Office of Research and Statistics of the State Budget and Control Board.


Section 4‑10‑730.
(A)(1)
Subject to the requirements of this article, the governing body of the county by a county council ordinance or by an initiated ordinance submitted to the governing body of the county by a petition signed by qualified electors of the county, equal in number to at least seven percent of the qualified electors of the county, may impose a sales and use tax in increments of one‑tenth of one percent, not to exceed one percent, subject to referendum approval in order to provide a credit against property tax imposed by a political subdivision for all classes of property subject to such tax.  The ordinance may provide for a credit against the property tax liability for the county or the school district(s) in the county, or the property tax liability for both the county and the school district(s) in the county.  An ordinance must be enacted or a petition initiating an ordinance must be presented to the county governing body at least one hundred twenty days before the Tuesday following the first Monday of November of that year.



(2)
The rate of the tax must be set at an amount expressed in tenths of one percent estimated to be sufficient to produce revenues that do not exceed those necessary to replace property tax revenue in the county for the affected political subdivisions in the most recently completed fiscal year, but not more than one percent and must take into account reimbursements received by political subdivisions for property tax exemptions.



(3)
If the county or municipality within the county has enacted a tax increment financing redevelopment plan, or other financing plan that relies upon property tax for its funding to retire indebtedness or pay for project costs, the rate of tax must be set in an amount that must consider full funding for the project or retirement of indebtedness, which must include compliance with any covenants in the governing documents authorizing this indebtedness or future indebtedness heretofore authorized by the tax increment financing redevelopment plan that relies upon property tax for its funding for the amount that the sales tax would substitute for the property tax payments.  The revenues of such tax attributable to the funding replacement for a tax increment redevelopment financing plan that relies upon property tax for its funding must be distributed by the county treasurer pursuant to Section 4‑10‑780.



(4)
The governing body of the county shall obtain from ORS after ORS has obtained all information necessary to provide such estimate, a certified estimate of the rate of sales and use tax necessary in the county to equal the property tax not collected, and for the amount, if applicable, for the funding replacement for the tax increment financing redevelopment plan or other financing plan that relies upon property tax for its funding.  This certified rate, not to exceed one percent, is the rate of tax that must appear in the referendum question.



(5)
A qualified elector of the county desiring to circulate a petition shall file a written request with the governing body of the county detailing the property tax liability or liabilities to which the credit will apply and the governing body shall forward the request to ORS, which shall design the petition form in consultation with the State Election Commission and calculate and certify the tax rate necessary to provide the credits proposed in the petition.  The petition form and a copy of the certification must be forwarded to the governing body of the county and the governing body shall provide the petition form to the qualified elector requesting the petition form.



(6)
If competing petitions are timely filed with the governing body of the county and the signatures verified, the governing body may determine which petition initiated ordinance shall go on the ballot or it may substitute its own ordinance in lieu of any petition initiated ordinance.



(B)
If the sales and use tax authorized pursuant to this article is imposed in a county, then the sales and use tax revenue must be used to provide a credit against the property tax liability on all classes of property by the affected political subdivision.


Section 4‑10‑740.
(A)
Upon receipt of the ordinance, the county election commission shall conduct a referendum on the question of imposing the sales and use tax.  A referendum for this purpose must be held on the first Tuesday after the first Monday in November in any year.  Two weeks before the referendum, the election commission shall publish in a newspaper of general circulation the question that is to appear on the ballot.  This notice is in lieu of any other notice otherwise required by law. 


(B)
The referendum question to be on the ballot must read substantially as follows: 


‘Must a (rate) sales and use tax be levied in 





 County for the purpose of allowing a credit for all classes of property against the property tax liability for [affected political subdivision(s)] operations?



Yes



No
’


(C)
All qualified electors desiring to vote in favor of imposing the tax shall vote ‘Yes’ and all qualified electors opposed to imposing the tax shall vote ‘No’.  If a majority of the votes cast are in favor of imposing the tax, the tax is imposed as provided in this article, and beginning after the fiscal year in which the referendum is held, all classes of property in the county shall receive a credit against the property tax liability of the political subdivision.  The election commission shall conduct the referendum under the election laws of this State, mutatis mutandis, and shall certify the results no later than December thirty‑first to the county governing body and to the Department of Revenue. The credit must be calculated in the manner provided pursuant to Section 4‑10‑40(B), mutatis mutandis.


(D)
Upon receipt of the returns of the referendum, the county council, by resolution, shall declare the results thereof.  The results of the referendum may not be questioned except by a suit or proceeding instituted within thirty days from the date the resolution is adopted.


Section 4‑10‑750.
(A)
If the sales and use tax is approved in the referendum, the tax must be imposed by ordinance on the first of July following the date of the referendum.  If the certification is not timely made to the Department of Revenue, the imposition of the tax and the property tax credits are postponed for twelve months.


(B)
If the sales and use tax is not approved in the referendum, the county governing body by ordinance, or seven percent of the qualified electors of the county, by an initiated ordinance submitted to the governing body of the county, may provide for a subsequent referendum held in the manner provided pursuant to Section 4‑10‑740, but such a referendum may be held only on the first Tuesday after the first Monday in November in any year.


Section 4‑10‑760.
(A)
Upon petition of at least seven percent of the qualified electors of a county presented to the county council of the county which has implemented the sales and use tax authorized by this article requesting that this tax be rescinded, the council shall direct the county election commission to conduct a referendum on the question of rescinding the sales and use tax.  A referendum for this purpose must be held on the Tuesday following the first Monday in November following verification of the petition.  Two weeks before the referendum, the election commission shall publish in a newspaper of general circulation the question that is to appear on the ballot.  This notice is in lieu of any other notice otherwise required by law. 


(B)
The referendum question to be on the ballot must read substantially as follows: 


‘Must the (rate) sales and use tax levied in 





 County for the purpose of allowing a credit for all classes of property against the property tax liability imposed for [affected political subdivision(s)] operations be rescinded?



Yes



No
’


(C)(1)
All qualified electors desiring to vote in favor of rescinding the tax shall vote ‘Yes’ and all qualified electors opposed to rescinding the tax shall vote ‘No’.  If a majority of the votes cast are in favor of rescinding the tax, the tax is rescinded effective July first following the referendum and the applicable property taxes apply without credit beginning after the year in which the referendum is held.  The election commission shall conduct the referendum under the election laws of this State, mutatis mutandis, and shall certify the result no later than December thirty‑first to the county council.  If a majority ‘Yes’ vote is certified, it must be certified to the Department of Revenue by the same date. 



(2)
Upon receipt of the return of the referendum, the county council shall declare the results thereof by resolution.  The results of the referendum may not be questioned except by a suit or proceeding instituted within thirty days from the date the resolution is adopted. 


(D)
A referendum for rescission of this tax may not be held earlier than two years after the tax has been imposed in the county.  If a majority of the qualified electors voting in the rescission referendum vote against rescinding the tax, no further rescission referendums may be held for a period of two years.  If a majority of the qualified electors vote in favor of rescinding the tax, the tax may not be reimposed in the county for a period of two years.  The petition requesting rescission must be presented to the county governing body at least one hundred twenty days before the Tuesday following the first Monday of November of that year or the referendum must be held on the Tuesday following the first Monday of November of the following year.


Section 4‑10‑770.
(A)
The tax levied pursuant to this article must be administered and collected by the Department of Revenue in the same manner that other sales and use taxes are collected.  The department may prescribe amounts that may be added to the sales price because of the tax. 


(B)(1)
The tax authorized by this article is in addition to all other local sales and use taxes and applies to the gross proceeds of sales in the applicable area that is subject to the tax imposed by Chapter 36 of Title 12 and the enforcement provisions of Chapter 54 of Title 12.



(2)
The tax imposed by this article also applies to tangible personal property subject to the use tax in Article 13, Chapter 36 of Title 12.



(3)
Any additional local sales and use tax imposed by this article does not apply to:




(a)
amounts taxed pursuant to Section 12‑36‑920(A), the tax on accommodations for transients;




(b)
items subject to a maximum sales and use tax pursuant to Section 12‑36‑2110; and




(c)
unprepared food that may be lawfully purchased with United States Department of Agriculture food coupons. 


(C)
Taxpayers required to remit taxes under Article 13, Chapter 36 of Title 12 shall identify the county in which the personal property purchased at retail is stored, used, or consumed in this State. 


(D)
Utilities shall report sales in the county in which the consumption of the tangible personal property occurs. 


(E)
A taxpayer subject to the tax imposed by Section 12‑36‑920, who owns or manages rental units in more than one county, shall report separately in his sales tax return the total gross proceeds from business done in each county. 


(F)
The gross proceeds of sales of tangible personal property delivered after the imposition date of the tax levied under this article in a county, either under the terms of a construction contract executed before the imposition date, or a written bid submitted before the imposition date, culminating in a construction contract entered into before or after the imposition date, are exempt from the sales and use tax provided for in this article if a verified copy of the contract is filed with the Department of Revenue within six months after the imposition date of the sales and use tax provided for in this article. 


(G)
Notwithstanding the imposition date of the sales and use tax authorized pursuant to this chapter, with respect to services that are billed regularly on a monthly basis, the sales and use tax authorized pursuant to this article is imposed beginning on the first day of the billing period beginning on or after the imposition date. 


Section 4‑10‑780.
(A)
The revenues of the tax collected under this article must be remitted to the Department of Revenue and placed on deposit with the State Treasurer and credited to a fund separate and distinct from the general fund of the State.  After deducting the amount of any refunds made and costs to the Department of Revenue of administering the tax, not to exceed one percent of the revenues, the State Treasurer shall distribute the revenues quarterly to the county treasurer of the county in which the tax is imposed.  The State Treasurer may correct misallocations by adjusting subsequent distributions, but these adjustments must be made in the same fiscal year as the misallocations. 


(B)(1)
Revenues of the tax collected and deposited pursuant to subsection (A) of this section must be distributed by the county treasurer to the political subdivisions as determined by the ordinance establishing the referendum. 



(2)
The amount of the revenues of the tax collected that is attributable to the funding replacement for the tax increment financing redevelopment plan or other financing plan that relies upon property tax for its funding for a particular political subdivision must be distributed by the county treasurer to the political subdivision that has enacted this financing plan to be deposited into the special tax allocation fund or other similar fund of that political subdivision as may be required by the tax increment financing law, as applicable to counties or municipalities, or by other applicable law.



(3)
For counties in which there is more than one school district, the county treasurer shall distribute the revenues of the tax:




(a)
in direct proportion to the one‑hundred‑thirty‑five‑day average daily membership as referenced in Section 59‑20‑40(1)(a) for each of the school districts for the fiscal year immediately preceding that in which a distribution is made, as certified by the State Treasurer, upon advice of the State Department of Education; or




(b)
pursuant to a distribution plan unanimously agreed upon by all entities with fiscal authority over the school districts within the county; or




(c)
pursuant to a distribution plan authorized by local act of the General Assembly or local ordinance. 



(4)
For school districts that are composed of more than one county, the county treasurer shall distribute the revenues of the tax:




(a)
to the portion of the school district that resides in the county adopting the provisions of this article in proportion to the district’s one‑hundred‑thirty‑five‑day average daily membership, as referenced in Section 59‑20‑40(1)(a), in comparison to the remainder of the school district outside of the county; or




(b)
pursuant to a distribution plan authorized by agreement of the multiple counties comprising the school district through local act of the General Assembly or local ordinance.  For purposes of this section, the one‑hundred‑thirty‑five‑day average daily membership as referenced in Section 59‑20‑40(1)(a) excludes any student not residing in the county.


Section 4‑10‑790.
The Office of Research and Statistics of the State Budget and Control Board shall furnish data to the State Treasurer and to the applicable political subdivisions receiving revenues for the purpose of calculating distributions and estimating revenues.  The information that must be supplied to political subdivisions upon request includes, but is not limited to, gross receipts, net taxable sales, and tax liability by taxpayers.  Information about a specific taxpayer is considered confidential and is governed by the provisions of Section 12‑54‑240.  A person violating this section is subject to the penalties provided in Section 12‑54‑240.


Section 4‑10‑800.
Nothing in this article in anyway alters the property tax millage limits imposed on political subdivisions pursuant to Section 6-1-320.


Section 4‑10‑810.
Where applicable, the actual revenues of the sales and use tax collected pursuant to this article that are used to provide a credit against the property tax liability for school operations must be considered, pursuant to the requirements of Section 59‑21‑1030, one of the local revenues used in computation of the required Education Improvement Act maintenance of local effort.”  

SECTION
2.
The provisions of Article 7, Chapter 10, Title 4 of the 1976 Code, as added in SECTION 1 of this Part take effect January 1, 2007.  

Part IV

Valuation of Real Property

SECTION
1.
Chapter 37, Title 12 of the 1976 Code is amended by adding:

“Article 25

South Carolina Real Property Valuation Reform Act


Section 12‑37‑3110.
This article may be cited as the ‘South Carolina Real Property Valuation Reform Act’.


Section 12‑37‑3120.
The value of real property for purposes of the imposition of the property tax is subject to the provisions of this article.  Except where inconsistent, the provisions of this article are in addition to and not in lieu of other provisions of law applicable to the valuation of real property for purposes of the property tax.  If the provisions of this article are inconsistent with other provisions of law, the provisions of this article apply.


Section 12‑37‑3130.
As used in this article:



(1)
‘Additions’ or ‘improvements’ mean an increase in the value of an existing parcel of real property because of:




(a)
new construction;




(b)
reconstruction;




(c)
major additions to the boundaries of the property or a structure on the property;




(d)
remodeling; or




(e)
renovation and rehabilitation, including installation.


Additions or improvements do not include minor construction or ongoing maintenance and repair of existing structures. The repair or reconstruction of a structure damaged or destroyed by a disaster, to include, but not limited to, construction defects, defective materials, fire, wind, hail, flood, and acts of God, is not an addition or improvement to the extent that the structure as repaired or reconstructed is similar in size, utility, and function of the structure damaged or destroyed, and the rebuilding or reconstruction is begun within eight years after determination of the damage or destruction.  Construction of facilities in a home that make the home handicapped accessible is not an addition or improvement if the utility and function of the structure remains unchanged.



(2)
‘Adjustments’ mean changes in fair market value as determined in periodic countywide appraisal and equalization programs conducted pursuant to Section 12‑43‑217 as allowed pursuant to Section 6, Article X of the Constitution of this State, but adjustments are subject to the limits on increases provided in that Section 6 and as further provided in Section 12‑37‑3140(B).



(3)
‘Appraisal’ or ‘appraised’ means the process provided by law for the property tax assessor to determine the fair market value of real property and additions and improvements to real property.



(4)
‘Assessable transfer of interest’ means a transfer of an existing interest in real property that subjects the real property to appraisal.  For purposes of this definition, an existing interest in real property includes life estate interests and the beneficial use of the property when the fair market value of that beneficial use is substantially equal to the fair market value of the real property or the fee interest.



(5)
‘Beneficial use’ means the right to possession, use, and enjoyment of property, limited only by encumbrances, easements, and restrictions of record.



(6)
‘Commonly controlled’ means persons having relationships as described in Section 267(b) of the Internal Revenue Code as defined in Section 12‑6‑40(A).



(7)
‘Conveyance’ means the date the instrument of record of an assessable transfer of interest in real property is recorded by the Clerk of Court or Register of Deeds in the county where the real property is located.



(8)
‘Property tax assessor’ means the county assessor, an assessor appointed to handle multiple county assessments pursuant to an intergovernmental agreement, or the Department of Revenue, as applicable.


Section 12‑37‑3140.
(A)(1)
For property tax years beginning after 2006, the fair market value of real property is its fair market value applicable for the later of:




(a)
the base year, as defined in subsection (C) of this section;




(b)
when an assessable transfer of interest has occurred;




(c)
as determined on appeal; or




(d)
as it may be adjusted as determined in a countywide reassessment program conducted pursuant to Section 12‑43‑217, but limited to increases in such value as provided in subsection (B) of this section.


(2)
To the fair market value of real property as determined at the time provided in item (1) of this subsection, there must be added the fair market value of subsequent improvements and additions to the property.

(B)
Any increase in the fair market value of real property attributable to the periodic countywide appraisal and equalization program implemented pursuant to Section 12‑43‑217 is limited to a fifteen percent within a five‑year period to the otherwise applicable fair market value.  However, this limit does not apply to the fair market value of additions or improvements to real property in the year those additions or improvements are first subject to property tax, nor do they apply to the fair market value of real property when an assessable transfer of interest occurred in the year that the transfer value is first subject to tax.


(C)
For purposes of determining a ‘base year’ fair market value pursuant to this section, the fair market value of real property is its appraised value applicable for property tax year 2007.


Section 12‑37‑3150.
(A)
For purposes of determining when a parcel of real property must be appraised, an assessable transfer of interest in real property includes, but is not limited to, the following: 



(1)
a conveyance by deed;  



(2)
a conveyance by land contract;



(3)
a conveyance to a trust, except if the settlor or the settlor’s spouse, or both, conveys the property to the trust and the sole present beneficiary or beneficiaries are the settlor or the settlor’s spouse, or both; 



(4)
a conveyance by distribution from a trust, except if the distributee is the sole present beneficiary or the spouse of the sole present beneficiary, or both; 



(5)
a change in the sole present beneficiary or beneficiaries of a trust, except a change that adds or substitutes the spouse of the sole present beneficiary; 



(6)
a conveyance by distribution under a will or by intestate succession, except if the distributee is the decedent’s spouse; 



(7)
a conveyance by lease if the total duration of the lease, including the initial term and all options for renewal, is more than twenty years or the lease grants the lessee a bargain purchase option.  As used in this item, ‘bargain purchase option’ means the right to purchase the property at the termination of the lease for not more than eighty percent of the property’s true cash value at the termination of the lease.  This item does not apply to personal property or that portion of the property not subject to the leasehold interest conveyed; 



(8)
a transfer of an ownership interest in a single transaction or as a part of a series of related transactions within a twenty‑five year period in a corporation, partnership, sole proprietorship, limited liability company, limited liability partnership, or other legal entity if the ownership interest conveyed is more than fifty percent of the corporation, partnership, sole proprietorship, limited liability company, limited liability partnership, or other legal entity.  The corporation, partnership, sole proprietorship, limited liability company, limited liability partnership, or other legal entity shall notify the applicable property tax assessor on a form provided by the Department of Revenue not more than forty‑five days after a conveyance of an ownership interest that constitutes an assessable transfer of interest or transfer of ownership under this item; 



(9)
a change of use of agricultural real property which subjects it to the rollback tax;



(10)
a change of use of real property when classification of property changes as a result of a local zoning ordinance change; or



(11)
the passage of twenty years since the later of the base year or the last assessable transfer of interest for real property owned by a publicly‑held entity whose stock, shares, or other ownership interests are traded on a regulated exchange, a pension fund, or other similar entity. 

(B)
An assessable transfer of interest does not include:  



(1)
transfers not subject to federal income tax in the following circumstances:




(a)
1033 (Conversions‑‑Fire and Insurance Proceeds to Rebuild); 




(b)
1041 (Transfers of Property Between Spouses or Incident to Divorce); 




(c)
351 (Transfer to a Corporation Controlled by Transferor); 




(d)
355 (Distribution by a Controlled Corporation); 




(e)
368 (Corporate Reorganizations); or




(f)
721 (Nonrecognition of Gain or Loss on a Contribution to a Partnership).


Number references in the above subitems are to sections of the Internal Revenue Code of 1986, as defined in Section 12‑6‑40;



(2)
a transfer of that portion of property subject to a life estate or life lease retained by the transferor, until expiration or termination of the life estate or life lease;  



(3)
a transfer through foreclosure or forfeiture of a recorded instrument or through deed or conveyance in lieu of a foreclosure or forfeiture, until the redemption period has expired; 



(4)
a transfer by redemption by the person to whom taxes are assessed of property previously sold for delinquent taxes; 



(5)
a conveyance to a trust if the settlor or the settlor’s spouse, or both, convey the property to the trust and the sole present beneficiary of the trust is the settlor or the settlor’s spouse, or both;  



(6)
a transfer for security or an assignment or discharge of a security interest; 



(7)
a transfer of real property or other ownership interests among members of an affiliated group.  As used in this item, ‘affiliated group’ is as defined in Section 1504 of the Internal Revenue Code as defined in Section 12‑6‑40.  Upon request of the applicable property tax assessor, a corporation shall furnish proof within forty‑five days that a transfer meets the requirements of this item.  A corporation that fails to comply with this request is subject to a civil penalty as provided in Section 12‑37‑3160(B); or



(8)
a transfer of real property or other ownership interests among corporations, partnerships, limited liability companies, limited liability partnerships, or other legal entities if the entities involved are commonly controlled.  Upon request by the applicable property tax assessor, a corporation, partnership, limited liability company, limited liability partnership, or other legal entity shall furnish proof within forty‑five days that a transfer meets the requirements of this item.  A corporation, partnership, limited liability company, limited liability partnership, or other legal entity that fails to comply with this request is subject to a civil penalty as provided in Section 12‑37‑3160(B).


Section 12‑37‑3160.
(A)
The Department of Revenue may promulgate regulations to implement this article, including, without limitation, providing for those circumstances that constitute a change in the beneficial ownership of real property or an assessable transfer of interest not evidenced by transfer of fee simple title.  The department shall examine the substance, rather than merely the form of the transfer, and related and surrounding transactions, and may use the step transaction, economic reality, quid pro quo, personal benefit, and other judicially developed doctrines in determining whether the requisite assessable transfer of interest has occurred.


(B)
Each real property tax notice must contain a certificate prescribed by the Department of Revenue which must be signed and returned by the property owner or the owner’s agent certifying details of the ownership of the property.  If the owner or owner’s agent knowingly falsifies any detail on the certificate, then the owner or owner’s agent is subject to a civil penalty imposed by the Department of Revenue, the county assessor, or an assessor appointed to handle multiple county assessments pursuant to an intergovernmental agreement, as applicable.  The amount must be not less than twice the taxes lawfully due on the property or more than three times the taxes lawfully due on the property.  This civil penalty is enforceable and collectable in the same manner as property tax.


Section 12‑37‑3170.
(A)
Nothing in this article affects the provisions of Section 12‑43‑220(d) that define and apply to ‘fair market value for agricultural purposes’ for real property in agricultural use.


(B)
Except as provided in Section 12‑37‑3150(9), this article does not affect the eligibility requirements for agricultural use or the imposition of rollback taxes when real property is changed from agricultural use.


(C)
Nothing in this article affects the appropriate methods of appraising real property for purposes of the property tax by county assessors, assessors appointed to handle multiple county assessments pursuant to an intergovernmental agreement, and officials of the Department of Revenue, as applicable.  

SECTION
2.
A.
Section 12‑43‑220 of the 1976 Code, as last amended by Act 145 of 2005, is further amended by adding a new undesignated paragraph at the end of the section to read:


“As used in this section, fair market value with reference to real property means fair market value determined in the manner provided pursuant to Article X of the Constitution of this State, Section 12‑37‑930, and Article 25, Chapter 37 of this title.”

B.

Section 12‑60‑2510 of the 1976 Code is amended to read: 


“Section 12‑60‑2510.
(A)(1)
In the case of property tax assessments made by the county assessor, whenever the assessor increases the fair market value or special use value in making a property tax assessment by one thousand dollars or more, or whenever the first property tax assessment is made on the property by a county assessor, the assessor, by July first in the year in which the property tax assessment is made, or as soon after as is practical, shall send the taxpayer a property tax assessment notice.  In years when real property is appraised and assessed under a countywide equalization program, substantially all property tax assessment notices must be mailed by October first of the implementation year.  In these reassessment years, if substantially all of the tax assessment notices are not mailed by October first, the prior year’s property tax assessment must be the basis for all property tax assessments for the current tax year.  A property tax assessment notice under this subsection must be in writing and must include: 



(a)
the fair market value; 




(b)
value as limited by Section 12‑37‑223A, Article 25, Chapter 37, Title 12; 




(c)
the special use value, if applicable; 




(d)
the assessment ratio; 




(e)
the property tax assessment; 




(f)
the number of acres or lots; 




(g)
the location of the property; 




(h)
the tax map number; and 




(i)

the appeal procedure. 



(2)
The notice must be served upon the taxpayer personally or by mailing it to the taxpayer at his last known place of residence which may be determined from the most recent listing in the applicable telephone directory, the Department of Motor Vehicles’ motor vehicle registration list, county treasurer’s records, or official notice from the property taxpayer. 



(3)
In years when there is a notice of property tax assessment, the property taxpayer, within ninety days after the assessor mails the property tax assessment notice, must give the assessor written notice of objection to one or more of the following:  the fair market value, the special use value, the assessment ratio, and the property tax assessment. 



(4)
In years when there is no notice of property tax assessment, the property taxpayer must, by March first within ninety days after the tax notice is mailed to the taxpayer, give the assessor written notice of objection to one or more of the following:  the fair market value, the special use value, the assessment ratio, and the property tax assessment.  The failure to serve written notice of objection by March first within ninety days after the tax notice is mailed to the taxpayer is a waiver of the taxpayer’s right of protest for that tax year, and the assessor may not review any request filed after March first the ninetieth day that the tax notice was mailed to the taxpayer. 


(B)
The department shall prescribe a standard property tax assessment notice designed to contain the information required in subsection (A) in a manner that may be easily understood.”

C.

Section 6‑1‑50 of the 1976 Code is amended to read:


“Section 6‑1‑50.
Counties and municipalities receiving revenues from state aid, currently known as Aid to Subdivisions, shall submit annually to the Comptroller General Budget and Control Board, Office of Research and Statistics, Economic Research Section, a financial report detailing their sources of revenue, expenditures by category, indebtedness, and other information as the Comptroller General Budget and Control Board, Office of Research and Statistics, Economic Research Section, requires.  The federal revenue sharing document may be substituted for the financial report as long as it is required by the Federal Office of Revenue Sharing.  The Comptroller General, in conjunction with the The Budget and Control Board, Division Office of Research and Statistical Services Statistics, Economic Research Section, shall determine the required contents content and format of the annual financial report. and the date of submission.  Failure to submit the report shall result in the withholding of ten percent of the current year’s state aid  The financial report for the most recently completed fiscal year must be submitted to the Budget and Control Board, Office of Research and Statistics, Economic Research Section, by November fifteenth of each year.  If an entity fails to file the financial report by November fifteenth, then the chief administrative officer of the entity shall be notified in writing that the entity has thirty days to comply with the requirements of this section.  The Director of the Office of Research and Statistics may, for good cause, grant a local entity an extension of time to file the annual financial report.  Notification by the Director of the Office of Research and Statistics to the Comptroller General that an entity has failed to file the annual financial report thirty days after written notification to the chief administrative officer of the entity must result in the withholding of ten percent of subsequent payments of state aid to the entity until the report is filed.  The Budget and Control Board, Division of Research and Statistical Services Statistics, Economic Research Section, is responsible for collecting, maintaining, and compiling the existing financial data bases as exists with the Federal Office of Revenue Sharing.  In conjunction with the Comptroller General, Advisory Commission on Intergovernmental Relations, and the University of South Carolina Bureau of Governmental Research and Service, the Division of Research and Statistical Services of the Budget and Control Board shall produce a comprehensive report of this data and submit it to the General Assembly no later than June first of each year provided by counties and municipalities in the annual financial report required by this section.”

SECTION
3.
Except for Section 6-1-50 of the 1976 Code, as amended by this part, the  provisions of this part take effect upon ratification of an amendment to Article X of the Constitution of this State allowing its terms as proposed to the qualified electors of this State at the 2006 General Election. Section 6-1-50 as amended by this part takes effect upon approval by the Governor.

Part V

Miscellaneous Provisions

SECTION
1.
(A)
The sales tax exemptions in Section 12‑36‑2120 of the 1976 Code shall be reviewed by the General Assembly not later than its 2010 session and thereafter as the General Assembly deems appropriate but not later than its session every ten years after the first review.


(B)(1)
There is established the Joint Sales Tax Exemptions Review Committee composed of seven members; three of whom must be members of the Senate appointed by the Chairman of the Senate Finance Committee, one of whom must be a member of the minority party; three of whom must be members of the House of Representatives appointed by the Chairman of the House Ways and Means Committee, one of whom must be a member of the minority party; and one of whom must be the Governor or the Governor’s appointee who shall serve at the Governor’s pleasure.  The committee shall elect a chairman and vice chairman from among its members.  All legislative members shall serve ex officio.  The committee shall assist the General Assembly in performing its duties under the provisions of subsection (A) in addition to its duties required by this subsection.



(2)
In carrying out its responsibilities under this act, the committee shall:  




(a)
make a detailed and careful study of the State’s sales tax exemptions, comparing South Carolina laws to other states; 




(b)
publish a comparison of the State’s sales tax exemptions to other states’ laws; 




(c)
recommend changes, and recommend introduction of legislation when appropriate; 




(d)
submit reports and recommendations annually to the Governor and the General Assembly regarding sales tax exemptions.



(3)
In carrying out its responsibilities under this act, the committee may:




(a)
hold public hearings; 




(b)
receive testimony of any employee of the State or any other witness who may assist the committee in its duties; 




(c)
call for assistance in the performance of its duties from any employee or agency of the State.



(4)
The committee may adopt by majority vote rules not inconsistent with this act that it considers proper with respect to matters relating to the discharge of its duties under this section.  Professional and clerical services for the committee must be made available from the staffs of the General Assembly, the State Budget and Control Board, and the Department of Revenue.  The members of the committee may not receive mileage, per diem, subsistence, or any form of compensation for their service on the committee.

SECTION
2.
A. Section 12‑37‑670 of the 1976 Code is amended to read:


“Section 12‑37‑670.
(A)
Each owner of land on which any new structures have been erected which shall not have been appraised for taxation shall list them for taxation with the county auditor of the county in which they may be situate on or before the first day of March next after they shall become subject to taxation.  No new structure shall be listed or assessed until it is completed and fit for the use for which it is intended.


(B)(1)
Notwithstanding the provisions of subsection (A), a county governing body may by ordinance provide that an owner of land on which a new structure has been erected and that has not been appraised for taxation shall list the new structure for taxation with the county auditor of the county in which it is located by the first day of the next month after a certificate of occupancy is issued for the structure.  A new structure must not be listed or assessed until it is completed and fit for the use for which it is intended, as evidenced by the issuance of the certificate of occupancy.



(2)
Additional property tax attributable to improvements listed with the county auditor on or before June thirtieth is due for the period from July first to December thirty‑first for that property year, and payable when taxes are due on the property for that property tax year.  Additional property tax attributable to improvements listed with the county auditor after June thirtieth of the property tax year is due and payable when taxes are due on the property for the next property tax year.



(3)
If a county governing body elects by ordinance to impose the provisions of this subsection, this election is also binding on all municipalities within the county imposing ad valorem property taxes.”

B.

Section 12‑37‑680 of the 1976 Code is repealed.

SECTION
3.
A.
Section 12‑45‑75 of the 1976 Code, as last amended by Act 136 of 2005, is further amended to read:


“Section 12‑45‑75.
(A)(1)
The governing body of a county may by ordinance allow a each taxpayer owning a parcel of taxable real property within the county the option to elect to pay property taxes in installments as provided in this section. pay all ad valorem taxes on real property located in the county in quarterly or monthly installments.  An installment election is not allowed for taxes paid through an escrow account.


(2)
The ordinance must specify the installment due dates and it may provide for installments due and payable before January fifteenth, but the final installment due date must be January fifteenth.  The ordinance may provide for a service charge of not more than two dollars on installment payments.  For purposes of payment and collection, these service charges are deemed property taxes.  The ordinance may not provide penalties for late installments.  A taxpayer electing to pay ad valorem taxes in installments or electing to opt out of paying in installments, must notify the county treasurer in writing no later than January fifteenth of the tax year for which the installment payments are applicable, and no earlier than December first of the preceding tax year.  If the treasurer does not receive written notification from December first to January fifteenth, the taxpayer must pay ad valorem taxes in the same manner as the previous taxable year.



(3)
The treasurer must notify the county auditor and county assessor of each taxpayer electing the installment payment option or electing to opt out of paying in installments.  If the county assessor determines the property has diminished in value, an estimated property tax obligation must be adjusted to reflect the reduced value.  Upon being notified of an adjustment for reduced value from the assessor, the county treasurer must notify the property owner of the adjusted estimated property tax obligation.

(B)
The governing body of a county may by ordinance provide a discount in all ad valorem taxes on real property located in the county paid in advance of the January fifteenth due date.  The ordinance may provide a range of discounts that vary according to the length of the prepayment period.  An installment payment is based on the total property tax due for the previous property tax year, after applying all applicable credits and adjustments reflecting reduced value as determined by the county assessor.  An amount equal to sixteen and two‑thirds percent of the estimated property tax obligation must be paid to the county treasurer in each of five installments according to the following schedule:


In the case of the following estimates, the due date is on or before:



First



February 15


Second


April 15



Third


June 15



Fourth


August 15



Fifth



October 15

The remaining balance is due on or before January fifteenth of the following taxable year in accordance with Section 12‑45‑70.  The treasurer must notify the county auditor of the amount of a property owner’s payments received no earlier than October fifteenth and no later than November fifteenth.  A notice of the remaining tax due and other authorized charges and information must then be prepared and mailed to the property owner.


(C)
If a taxpayer electing to pay in installments does not timely make each payment pursuant to the schedule in subsection (B), the county may refuse to accept all other installment payments.  If the county refuses to accept other installment payments, the remaining balance is due in accordance with Section 12‑45‑70.


(D)
Estimated property taxes paid in installments during a property tax year are a credit against the total property tax due on the real property for the property tax year.  The estimated property taxes paid in installments during a property tax year must be deposited by the county treasurer in an interest bearing account.  The interest is to be retained by the treasurer to offset the administrative expenses of installment payments.  Once final payment is made, and no later than January fifteenth of the following taxable year, the installment payments must be credited to the accounts of property taxing entities in the county in the same proportion that millage was imposed by such entities in the previous tax year with the necessary adjustments made to reflect current tax year millage impositions when property taxes for the current year are paid.


(E)
If the credit allowed for estimated property tax paid during the property tax year results in an overpayment of property tax, the overpayment must be refunded to the taxpayer together with the actual interest earned by the county treasurer, running from the later of the due date of the installment resulting in the overpayment, without regard to additional amounts paid, or the actual date the overpayment was received by the county treasurer, to the date the refund is issued.  Except that if the overpayment is issued to the taxpayer within forty‑five days of the installment payment that resulted in the overpayment, the treasurer may retain the interest earned. 


(F)
Every tax notice for real property, for which the installment payment option has been elected, must contain a calculation of any estimated property tax due and a payment schedule and return envelopes for these payments.


(G)
The payment of estimated property tax as provided in this section and the credit allowed arising from these payments in no way alters the due date, penalty schedule, and enforced collection of property taxes as provided by law.”

B.

Each county treasurer shall report to the General Assembly on the impact and implementation of the provisions of this section no later than sixty days after January 15, 2009.  The report shall include, but is not limited to, the costs incurred, the interest retained, and the number of individuals electing to pay ad valorem taxes in installments.

C.

The provisions of Section 12‑45‑75 of the 1976 Code as amended by this section, apply for real property tax years beginning after 2006.

SECTION
4.
Section 11-27-110(A) of the 1976 Code, as last amended by Act 106 of 1997, is further amended to read:


“(A)
As used in this section: 



(1)
‘asset’ means any real property and permanent improvements thereon including structures, buildings, and fixtures; 



(2)
‘bond act’ means: 




(a)
the county bond act, as contained in Chapter 15 of Title 4; 




(b)
the municipal bond act, as contained in Article 5, Chapter 21 of Title 5; 




(c)
the school bond act as contained in Article 1, Chapter 71 of Title 59; 




(d)
the provisions contained in Articles 3 and 5 of Chapter 11 of Title 6 pertaining to special purpose districts; 




(e)
any provision of law by which the State may issue obligations secured in whole or in part by the full faith, credit, and taxing power of the State;  and 




(f)
any other law, general or special, providing for the issuance of general obligation bonds by the State or any of its political subdivisions; 



(3)
‘constitutional debt limit’ for the State or any political subdivision of the State which has the power to incur general obligation bonded indebtedness, means the limitation of the principal amount of general obligation bonded indebtedness specified in Article X of the Constitution; 



(4)
‘enterprise charge’ means a local accommodations tax or a local hospitality tax, or both of them, imposed by one or more governmental entities, the proceeds from which may be used only for limited purposes which either (i) has been imposed within the two fiscal years prior to the date of an enterprise financing agreement, or (ii) to the extent a governmental entity pledges such a charge in connection with an enterprise financing agreement, the governmental entity covenants and agrees not to increase disbursements from its general fund to pay for costs which could have been paid from the charge for a period of two fiscal years after the date of the acquisition or completion of the asset provided by the enterprise financing agreement; 



(5)
‘enterprise financing agreement’ means a financing agreement entered into to provide an asset for a governmental enterprise (i) the revenues from which are expected to be sufficient to pay the amounts due under the financing agreement, or (ii) for which an enterprise charge has been imposed in an amount expected to be sufficient to pay the amounts due under the financing agreement, or (iii) a combination of revenues described under (i) and (ii) are expected to produce an amount sufficient to pay the amounts due under the financing agreement; 



(6)
‘financing agreement’ means, with respect to any governmental entity, any contract entered into after December 31, 1995, under the terms of which a governmental entity acquires the use of an asset which provides: 




(a)
for payments to be made in more than one fiscal year, whether by the stated term of the contract or under any renewal provisions, optional or otherwise; 




(b)
that the payments thereunder are divided into principal and interest components or which contain any reference to any portion of any payment under the agreement being treated as interest;  and 




(c)
that title to the asset will be in the name of or be transferred to the governmental entity if all payments scheduled or provided for in the financing agreement are made,; and 



(d)
for any contract entered into after December 31, 2006, pursuant to which installment payments of the purchase price are to be paid by a school district or other political subdivision to a nonprofit corporation, political subdivision, or any other entity in order to finance the acquisition, construction, renovation, or repair of school buildings or other school facilities.  This item shall apply to any contracts entered into after August 31, 2006, pursuant to which installment payments of the purchase price are to be paid by a school district or other political subdivision to a non‑profit corporation, political subdivision, or any other entity, from any source other than the issuance of general obligation indebtedness by the school district, in order to finance the acquisition, construction, renovation, or repair of school buildings or other school facilities.


but However, the term excludes any refinancing agreement and contracts entered into in connection with issues of general obligation bonds or revenue bonds issued pursuant to authorization provided in Article X of the Constitution;


(7)
‘governmental enterprise’ means any activity undertaken by a governmental entity which either (i) derives revenues from or because of an activity on a basis other than the exercise of the power of taxation by that governmental entity, or (ii) is entitled to be paid or supported from an enterprise charge; 



(8)
‘governmental entity’ means: 




(a)
the State, whose general obligation debt service payments are limited pursuant to Section 13, Article X of the Constitution;  or 




(b)
any political subdivision of the State including a municipality, county, school district, special purpose district, or similar entity, whose general obligation debt is limited as provided in Sections 14 and 15, in Article X of the Constitution; 



(9)
‘limited bonded indebtedness’ means the amount of bonded indebtedness that may be incurred by a governmental entity without a referendum or, where the context requires, the amount of such indebtedness then outstanding; 



(10)
‘principal balance’ means the total amount, excluding any amount characterized as interest, payable as of any time of consideration under any financing agreement, including any renewals or extensions of the agreement;  and 



(11)
‘refinancing agreement’ means an agreement or agreements that would be a financing agreement except that (i) it refinances an asset acquired under the terms of a contract or contracts that is not a financing agreement solely by virtue of being dated prior to January 1, 1996,September 1, 2006, or January 1, 2007, and (ii) the sum of all payments to be made under such agreement is less than the sum of the payments under the contract or contracts it refinances.” 

Part VI

Time Effective

SECTION
1.
Except as otherwise stated in this act, this act takes effect upon approval by the Governor.

SECTION
2.
If any article, subarticle, section, subsection, item, subitem, paragraph, subparagraph, sentence, clause, phrase, or word of this act is for any reason held to be unconstitutional or invalid, such holding shall not affect the constitutionality or validity of the remaining portions of the chapter, the General Assembly hereby declaring that it would have passed each and every article, subarticle, section, subsection, item, subitem, paragraph, subparagraph, sentence, clause, phrase, and word thereof, irrespective of the fact that any one or more other articles, subarticles, sections, subsections, items, subitems, paragraphs, subparagraphs, sentences, clauses, phrases, or words hereof may be declared to be unconstitutional, invalid, or otherwise ineffective.

SECTION
3.
The repeal or amendment by this act of any law, whether temporary or permanent or civil or criminal, does not affect pending actions, rights, duties, or liabilities founded thereon, or alter, discharge, release or extinguish any penalty, forfeiture, or liability incurred under the repealed or amended law, unless the repealed or amended provision shall so expressly provide.  After the effective date of this act, all laws repealed or amended by this act must be taken and treated as remaining in full force and effect for the purpose of sustaining any pending or vested right, civil action, special proceeding, criminal prosecution, or appeal existing as of the effective date of this act, and for the enforcement of rights, duties, penalties, forfeitures, and liabilities as they stood under the repealed or amended laws.

/s/Hon. Hugh K. Leatherman, Sr.
/s/Hon. William F. Cotty

/s/Hon. Linda H. Short
/s/Hon. Michael A. Anthony

/s/Hon. James H. Ritchie, Jr. 
/s/Hon. James H. Merrill


On Part of the Senate.
On Part of the House.
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