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________

The committee on House Ways and Means
To whom was referred a Bill (H. 5006) to amend the South Carolina Code of Laws so as to enact the “State of South Carolina Small Business Tax Cut of 2026”; by amending Section 12‑37‑220, relating to, etc., respectfully
Report:
That they have duly and carefully considered the same, and recommend that the same do pass with amendment:

[bookmark: instruction_fa34bad5f]	Amend the bill, as and if amended, by striking SECTIONS 5.A, 5.B, and 5.C and inserting:
[bookmark: bs_num_10001_sub_A_5591ab55fD][bookmark: dl_49d7afbdaD]SECTION X.A.	Section 12-20-50 of the S.C. Code is amended by adding:

[bookmark: ns_T12C20N50_2ebed3866D][bookmark: ss_T12C20N50SD_lv1_1558c59e9D][bookmark: ss_T12C20N50S1_lv2_54e73346I]	(D)(1) A corporation subject to the provisions of this section whose corporate headquarters, as defined in Section 12‑6‑3410, is in South Carolina may exclude the first fifty million dollars of equity contributions from a qualifying entity from its paid‑in or capital surplus subject to the annual license fee. To qualify for this exclusion, the corporation must obtain a certificate from the South Carolina Research Authority certifying that the exclusions result from equity contributions from a qualifying entity.
[bookmark: ss_T12C20N50S2_lv2_7227be83I]		(2) For purposes of this subsection, a qualifying entity includes:
[bookmark: ss_T12C20N50Sa_lv3_152be032I]			(a) a venture capital fund as defined pursuant to 17 C.F.R. Section 275.203(1) 1;
[bookmark: ss_T12C20N50Sb_lv3_2cf17a10I]			(b) an angel or accredited investor, as defined pursuant to 17 C.F.R. Section 230.501; and
[bookmark: ss_T12C20N50Sc_lv3_069bb686I]			(c) a private investment firm that does not solicit capital from investors, excluding another qualifying entity or the general public, and meets one of the exemptions outlined in the Investment Company Act of 1940.
[bookmark: ss_T12C20N50S3_lv2_cd575b36I]		(3) A corporation claiming this exclusion must:
[bookmark: ss_T12C20N50Sa_lv3_86d74690I]			(a) submit an annual report to the department that contains the name of each qualifying entity, the date of the equity contribution, the manner in which the qualifying entity meets the requirements of item (2), the amount of the paid‑in or capital surplus for each year that is attributable to each qualifying entity, and any other information that the department may require; and
[bookmark: ss_T12C20N50Sb_lv3_19a9ee44I]			(b) keep detailed books and records, including segregating out equity contributions attributable to each qualifying entity and retaining information concerning the information required to be provided in subitem (a).

[bookmark: bs_num_10001_sub_B_d95c330fbD][bookmark: dl_8a49b9840D]B.	Section 33-44-409(b)(3) of the S.C. Code is amended to read:

[bookmark: cs_T33C44N409_75f74fa09D][bookmark: ss_T33C44N409Sb_lv1_3b79a90feD][bookmark: open_doc_here]	(3) to refrain from competing with the company in the conduct of the company's business before the dissolution of the company. This item does not apply when a member is also a member of another LLC and there is not an enforceable noncompete provision in the operating agreement.

[bookmark: bs_num_10001_sub_C_a3e7147f7D]C. This SECTION takes effect upon approval by the Governor and first applies to the tax year beginning after July 1, 2026.
Renumber sections to conform.
Amend title to conform.

B.W. BANNISTER for Committee.

_______
[5006-1]	








A bill

TO AMEND THE SOUTH CAROLINA CODE OF LAWS SO AS TO ENACT THE “STATE OF SOUTH CAROLINA SMALL BUSINESS TAX CUT OF 2026”; BY AMENDING SECTION 12‑37‑220, RELATING TO PROPERTY TAX EXEMPTIONS, SO AS TO EXEMPT THE FIRST TEN THOUSAND DOLLARS OF NET DEPRECIATED VALUE OF BUSINESS PERSONAL PROPERTY OWNED BY A SMALL BUSINESS; BY AMENDING SECTION 12‑37‑900, RELATING TO PROPERTY TAX RETURNS, SO AS TO PROVIDE THAT A TAXPAYER IS NOT REQUIRED TO RETURN BUSINESS PERSONAL PROPERTY FOR TAXATION IF THE TAXPAYER HAS LESS THAN TEN THOUSAND DOLLARS OF NET DEPRECIATED VALUE OF BUSINESS PERSONAL PROPERTY; BY ADDING SECTION 12‑37‑980 SO AS TO REQUIRE THAT ALL BUSINESS PERSONAL PROPERTY REQUIRED TO BE RETURNED FOR TAXATION TO BE RETURNED TO THE DEPARTMENT OF REVENUE; BY AMENDING SECTION 12‑20‑50, RELATING TO THE LICENSE TAX ON CORPORATIONS, SO AS TO PROVIDE THAT, UNDER CERTAIN CIRCUMSTANCES, THE FEE DOES NOT APPLY TO ANY PORTION OF THE FIRST FIFTY MILLION DOLLARS OF CERTAIN CAPITAL STOCK AND PAID‑IN OR CAPITAL SURPLUS; AND BY AMENDING SECTION 33‑44‑409, RELATING TO STANDARDS OF CONDUCT OF A CORPORATE OFFICER, SO AS TO PROVIDE AN EXCEPTION TO REFRAINING FROM COMPETING.

[bookmark: ew_b240ac87a]Be it enacted by the General Assembly of the State of South Carolina:

[bookmark: bs_num_1_4a92ac50b][bookmark: citing_act_2b0f1db65]SECTION 1.	This act may be cited as the “State of South Carolina Small Business Tax Cut of 2026.”

[bookmark: bs_num_2_sub_A_51959915a][bookmark: dl_5021e9e86]SECTION 2.A.	Section 12‑37‑220(B) of the S.C. Code is amended by adding:

[bookmark: ns_T12C37N220_b179838cc][bookmark: ss_T12C37N220S54_lv1_6da00c5bf]	(54) the first ten thousand dollars of the net depreciated value of business personal property owned by a small business.  For purposes of this item, “small business” means a commercial retail service, industry entity, or nonprofit corporation, including affiliates, that: (a) the business’ ownership is comprised of taxpayers who pay income taxes in this State; (b) is independently owned and operated; and (c) employs fewer than one hundred full‑time employees or has gross annual sales of less than ten million dollars.

[bookmark: bs_num_2_sub_B_299492fa2]B.	This SECTION takes effect upon approval by the Governor and first applies to property tax years beginning after 2026.


[bookmark: bs_num_3_sub_A_2da822e81][bookmark: dl_d5551fb09]SECTION 3.A.	Section 12‑37‑900 of the S.C. Code is amended to read:

[bookmark: cs_T12C37N900_2f6afdeb1][bookmark: ss_T12C37N900SA_lv1_4577941d2]	Section 12‑37‑900.	(A) Every person required by law to list property shall, annually, between the first day of January and the first day of March, make out and deliver to the assessor of the county in which the property is by law to be returned for taxation a statement, verified by his oath, of all the real estate which has been sold or transferred since the last listing of property for which he was responsible and to whom, and of all real property possessed by him, or under his control, on the thirty‑first day of December next preceding, either as owner, agent, parent, spouse, guardian, executor, administrator, trustee, receiver, officer, partner, factor, or holder with the value thereof, on such thirty‑first day of December, at the place of return, estimating according to the rules prescribed by law.
[bookmark: ss_T12C37N900SB_lv1_8a4432473]	(B) A manufacturer not under a fee agreement is not required to return personal property for ad valorem tax purposes if the property remains in this State at a manufacturing facility that has not been operational for one fiscal year and the personal property has not been used in operations for one fiscal year. The personal property is not required to be returned until the personal property becomes operational in a manufacturing process or until the property has not been returned for ad valorem tax purposes for four years, whichever is earlier. A manufacturer must continue to list the personal property annually and designate on the listing that the personal property is not subject to tax pursuant to this section.
[bookmark: ss_T12C37N900SC_lv1_165642858][bookmark: ss_T12C37N900S1_lv2_b5a5003e4]	(C)(1) Notwithstanding any other provision of this section, a taxpayer that meets the application requirements of item (2) is not required to pay business personal property taxes if the taxpayer has less than ten thousand dollars of net depreciated value of business personal property.
[bookmark: ss_T12C37N900S2_lv2_6a89f81a3]		(2) To claim the exemption allowed by item (1), a taxpayer must annually certify, under penalty of perjury, to the department in a manner prescribed by the department that the taxpayer has less than ten thousand dollars of net depreciated value of business personal property. The form prescribed by the department must contain a conspicuous notation citing the State of South Carolina Small Business Tax Cut of 2026 as the source of the exemption.

[bookmark: bs_num_3_sub_B_f10162b12]B.	This SECTION takes effect upon approval by the Governor and first applies to property tax years beginning after 2026.

[bookmark: bs_num_4_sub_A_f3a683f4e][bookmark: dl_f846188cb]SECTION 4.A.	Article 5, Chapter 37, Title 12 of the S.C. Code is amended by adding:

[bookmark: ns_T12C37N980_c523b8c61]	Section 12‑37‑980.	Notwithstanding any other provision of law, all business personal property required to be returned for ad valorem taxation must be returned to the Department of Revenue. The property is subject to the tax imposed by the taxing jurisdiction in which the property is situated.

[bookmark: bs_num_4_sub_B_742a243bb]B.	This SECTION takes effect upon approval by the Governor and first applies to property tax years beginning after 2026.

[bookmark: bs_num_5_sub_A_69fa1db10][bookmark: dl_abd60ccec]SECTION 5.A.	Section 12‑20‑50 of the S.C. Code is amended by adding:

[bookmark: ns_T12C20N50_cd3f88ed9][bookmark: ss_T12C20N50SD_lv1_df7557aea][bookmark: ss_T12C20N50S1_lv2_347f0abe6]	(D)(1) A corporation subject to the provisions of this section may exclude the first fifty million dollars of equity contributions from a qualifying entity from its paid‑in or capital surplus subject to the annual license fee. The fee on any equity contribution above fifty million dollars is limited to no more than twenty‑five thousand dollars annually, and such fee is payable only for the two taxable years immediately following the taxable year in which the equity contribution is received. To qualify for the exemption set forth in this subsection, the corporation meets at least one of the following conditions within South Carolina:
[bookmark: ss_T12C20N50Sa_lv3_77132e7dc]			(a) the corporation employs at least ten South Carolina residents whose wages are subject to South Carolina income tax and who are engaged in research and development activities within the State;
[bookmark: ss_T12C20N50Sb_lv3_ecb9c1fd5]			(b) the corporation incurs at least two hundred fifty thousand dollars in research and development expenditures within South Carolina during the taxable year; or
[bookmark: ss_T12C20N50Sc_lv3_a61facf68]			(c) the corporation maintains its headquarters, as defined in Section 12‑6‑3410, in South Carolina.
[bookmark: ss_T12C20N50S2_lv2_c394769b7]		(2) To qualify for this exclusion, the corporation must obtain a certificate from the South Carolina Research Authority certifying that the exclusions result from equity contributions from a qualifying entity.

[bookmark: bs_num_5_sub_B_28b6581e2][bookmark: dl_2fe5cb5f1]B.	Section 33‑44‑409(b)(3) of the S.C. Code is amended to read:

[bookmark: cs_T33C44N409_478c185b7][bookmark: ss_T33C44N409S3_lv1_41a468105]	(3) to refrain from competing with the company in the conduct of the company's business before the dissolution of the company. This item does not apply when a member is also a member of another LLC and there is not an enforceable noncompete provision in the operating agreement.

[bookmark: bs_num_5_sub_C_5598f1d26]C.	This SECTION takes effect upon approval by the Governor and first applies to the tax year beginning after July 1, 2026.

[bookmark: bs_num_6_lastsection][bookmark: eff_date_section]SECTION 6.	This act takes effect upon approval by the Governor.
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