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 State law limits the revenue sources available to municipalities in financing 
public services. 

 To present additional revenue options to City Council. 

 Taxes 

 Services Charges & Fees 
 Franchise Fees 
 Fines & Forfeitures 
 Local Option Sales Tax 
 Other Revenues 

 We will be focusing on: 
 Local Option Sales Tax (LOST) 
 Other Service Charges & Fees 
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 This presentation contains no recommendations but purely demonstrative of 
options available to Council through the budget process. 



 Title 4, Chapter 10 of the S.C. Code of Laws describes several local sales and 
use taxes available to Counties. 
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 As of fiscal year 2010, 40 out of 46 counties have adopted at least one of 
the optional sales taxes.  

 The optional sales taxes available to Counties through a referendum voted 
upon by the qualified voters are: 
 Local Option Sales Tax 
 Educational Capital Improvement Sales & Use Tax 
 Capital Projects Tax 
 Transportation Tax 

 Beaufort County has passed two (2) Transportation Tax referendums in the 
past. 
 The last one just expired in October 2012. 

 The uses for each of these tax options are dictated by State Law and the 
taxes vary in scope and length. 

 The local option sales tax has not been pursued by Beaufort County in the 
past. 

 Several others 



Local Option Sales Tax (LOST) 

 The local option sales tax is a one-cent tax levied on sales within a county. 

 The County governing body must give its approval and place the issue on the ballot for 
vote. 

 Once on the ballot, a majority of votes is required to approve the sales tax. 

 If the referendum fails, it can not be placed on the ballot again for 12 months. 

 If the referendum passes, the South Carolina Department of Revenue collects the funds. 

 Local option sales tax (LOST) was established by State Law in 1990 through Act 391. 

 As of February 2013, 31 out of 45 counties have implemented LOST. 

 The vote must occur on the Tuesday following the first Monday in November. 
 If the County approves, the earliest the referendum can be included on the ballot would be 

November 12, 2013. 

 Collection of the 1% sales tax would begin in May the following year – May 2014. 

 SC Department of Revenue cuts two checks to the municipality each month. 
 One check goes into the Property Tax Credit Fund that must be used as a credit against Property 

Taxes. 
 The other check can be used for general municipal operations or if Council chooses – 

additional credits against Property Taxes. 
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LOST EXAMPLE - 

 71% of the Sales Tax collected is distributed to the Property Tax Credit Fund. 

 29% of the Sales Tax collected is distributes to the County/Municipality 
Revenue Fund. 

 Based on the Average Gross Sales in the County over the past 10 years, the 
total Annual Sales Tax collected if a LOST had been in place is estimated at 
$34,602,041. 

 Property Tax 
Credit Fund 

 County/Municipal 
Revenue Fund 

1st Year 21,799,286      12,802,755              
2nd Year 22,491,326      12,110,714              
3rd Year 23,183,367      11,418,673              
4th Year 23,875,408      10,726,633              
5th Year 24,567,449      10,034,592              

 According to Section 4-10-90, 
the distribution is graduated over 
5 years, with the fifth year 
allocation between the funds of 
71%/29%. 

 The distribution of the Property Tax fund is stipulated under Section 4-10-
40. 

 All of the Funds distributed to the Property Tax Fund must be used as a 
credit against taxpayers Property Tax liability. 
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LOST EXAMPLE – Property Tax Credit Fund 

 The Property Tax Credit Fund is distributed to the County and to each 
participating Municipality proportionately based on their population to the 
total population. 

City Name
 Estimated 

Population Totals City Ratio 
Hilton Head 37,675                       51.10%
Bluffton 12,734                       17.27%
Beaufort 12,534                       17.00%
Port Royal 10,790                       14.63%

73,733                       100.00%

 The estimated populations of each Municipality in the County and their 
percentages are: 

 Based on the Average estimated collected sales tax and the percentage of 
allocation for each Municipality, the County and City estimated property 
tax credit would be: 

County City
16,460,191$    1,378,167$              

 State Law requires that 100% of the revenue received from the property tax 
credit fund plus any accrued interest MUST be given back to the taxpayers 
in the form of a credit against their property tax liability. 
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 The County receives 67% of the Property Tax Credit Fund and the remaining 33% is 
distributed to the municipalities based on population. 



LOST EXAMPLE – Property Tax Credit Fund 

 Credit calculation is as follows: 
 Project Revenue in Tax Credit Fund divided by the total appraised value of all 

taxable property. 

 Estimated Total Appraised Value = $2,264,950,673 

 Estimated projected revenue in tax credit fund = $1,378,167 

 Estimated credit calculation = .0608% 

 An example of the impact on the property tax liability is estimated as: 
215,369$                  

12,920                      
60.62                         

783.21                      
(131.05)                     
652.16$                    Net Property Tax liability

Appraised Value
Taxabale Assessed Value

City Millage Rate
Property Tax liability

LOST Credit applied to tax bill

 Keep in mind that this example is only presented for the City’s estimates.  If 
the LOST referendum was passed, the credit would include the County and 
the City calculations applied against the total tax bill. 
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LOST Example – County/Municipal Revenue Fund 

 29% of the Sales Tax collected would be distributed to the County/Municipal 
Revenue Fund. 

 Each local jurisdiction in the County is distributed - 
 50% based on the location of the sale 

 50% based on the population 

 29% of the estimated sales tax collected within the City = $1,498,418 
 50% based on the location of the sale is estimated as $749,209 

 50% based on the population of the City is estimated as $770,209 

 The City’s total estimated revenue from the County/Municipal Revenue Fund 
totals $1,519,418 

 The additional revenue may be used in any manner Council determines. 
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 29% of the estimated sales tax collected within the County = $10,034,592 

 The City could use the resources to fund its: 
 Capital projects as part of the Civic Master Plan 

 Other one time expenditures 

 Additional Property Tax Credits 

 Other 



Pro’s and Con’s of LOST 

PROs: 
 Provides a property tax credit against the tax liability for all taxpayers in the 

City. 
 Commuter, transient and tourist populations bear part of the tax burden. 
 Substantial revenue-raising potential. 
 Seen as a “pay-as-you-go” system and least unpopular tax. 

CONs: 

 Impact experienced quickly, and if the economic conditions remain stable, 
the City’s LOST revenue will typically remain stable. 

 If not closely monitored and tax credit is miscalculated, the City could 
face liabilities. 

 If the economic conditions in the City and County deteriorates and the City 
collects less than what it projected, the City would have to absorb the 
shortfall through other means immediately. 
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ILLUSTRATION OF WHAT COULD BE 

 If the City determined to pursue a local option sales tax - 
 County Council approval would be required. 
 Passing of the referendum by majority vote of qualified voters in the County is 

required. 

 If the approvals are obtained the following scenario is a possibility - 
 Assuming a full rollforward and an increase in the debt mil - 

 Appraised value totaling $395,739, capped appraised value of $322,690 and 
assessed taxable value of 12,910 

 Total mil of 66.71 mils 

 Decrease in appraised value of 7%, totals reassessed appraised value of $368,037, capped 
appraised value of $300,102 and assessed taxable value of $12,004. 

 Calculated property tax liability of $800.79 
 Property tax liability prior to reassessment totaled $782.60 

 Tax credit applied against reassessed appraised value. 
 $368,037 times .0608% totals a tax credit of $223.77  

 Adjusted property tax liability totals $577.02 
 A $205.58 decrease from the current TY 2012 tax bill. 

 An increase of $18.19 



Other Service Fees 
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 Municipalities are authorized to levy service charges. 
 Fees must be used for the services for which the fees are paid. 
 Examples of additional fees: 

 Park Fee 
 Transportation Fee 

 Park Fee 
 The City has asked for its Active Parks back from the County.  However, they would 

carry significant costs in maintaining them.  These Parks include ball fields, sports 
complexes, etc. 

 The City maintains Passive Parks where the primary purpose is more 
contemplative. 

 There are also pocket parks, linear parks and open spaces that are maintained. 
 The costs of maintaining the level of service of our Parks is approximately $1.9M 

annually.  
 The City currently faces a shortfall between the revenues generated from local 

hospitality and accommodation taxes and cost of maintaining our Parks of 
approximately $100K. 

 An option would be to pursue a Countywide Park fee that would be distributed back 
to the Municipalities based on per capita and the number of parks within their 
jurisdictional boundaries. 

 Fire/EMS Fee 
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Other Service Fees 

 Transportation Fee 
 Last fiscal year we presented a transportation fee of $35per vehicle registered to 

residents of the City. 
 The fee would be used to offset the cost of maintaining our streets and providing 

the resources for street projects that are consistent with the City’s Civic Master 
Plan. 

 There are approximately 8,954 registered vehicles within the boundaries of the 
City. 

 The current FY 2012 budget for maintaining our streets totals $514,520. 
 There is also continued discussions regarding the conveyance of roads from the 

State to the City, without a funding means to maintain them. 
 A transportation fee between $25 and $50 per vehicle could generate 

approximately $223,850 to $447,700 that would help to offset the costs of 
maintaining our roads at the current level of service and provide a resource for 
street projects included in the City’s Civic Master Plan. 
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Other Service Fees 

 Fire/EMS Fee 
 Fire services are supported by property tax revenues for operations – the 

operating mil. 

 State Fire Codes and the regulations governing ISO ratings require various annual 
inspections such as: 
 Approximately 1,300 commercial occupancy related inspections. 

 Fire Alarm inspections 

 Sprinkler system inspections 

 Consider establishing a fee structure to cover the costs of the various mandated 
inspections. 

 According to the International Association of Fire Chiefs, cost recovery for fire-
based emergencies is becoming a familiar concept for cities, counties and their 
fire departments. 

 An option to offset the costs of the demand for emergency response. 
 There is a continued demand for timely and high-quality emergency responses even 

when budgets are shrinking. 
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Other Service Fees 
 Fire/EMS Fee 

 There are 525 out of 6,413 parcels, or 8%  that do not pay City real property taxes. 

  The total appraised value of the tax exempt properties totals $201,957,630 out of 
$2,208,509,080, or 9%. 
 Consider charging non-property taxpayers a Fire Service Fee. 

 Cost recovery for providing emergency services to non-residents related to motor 
vehicle accidents. 
 40% of all Fire Service call volume is related to non-resident or transient related motor 

vehicle accidents. 

 There are companies that can assist with billing, so the cost of administering the 
billing of fees cold be outsourced. 
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QUESTIONS ? 
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