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SCSBA Solutions & Points To Consider

South Carolina Property Tax Reform

South Carolina’s 85 school districts rely on property taxes as their primary source of revenue. The “tax swap” proposal currently in the House would end property taxes on homes for funding school, county and city operations and replace this revenue stream with a two cent state sales tax increase. A Senate plan focuses only on school operations. For schools, this will significantly impair the ability of districts to raise funds locally above the state allocation. It is a significant step toward a state takeover of local public schools.
The South Carolina School Boards Association supports a plan that provides targeted property tax relief and maintains the ability of local school boards to raise funds through a stable, consistent funding source.

Solutions SCSBA Supports

· Provide a “circuit breaker” or targeted property tax relief to homeowners and renters based on income levels and fund the tax relief with a one-cent sales tax, or eliminate certain tax exemptions such as the tax cap on automobiles.
· Allow quarterly or semi-quarterly property tax payment schedules to avert hardships of the one-time, lump payment in January.

· Conduct reassessment on a more constant rotation, preferably every three years, with no extensions. Today, 42 other states have more frequent assessments than South Carolina.

· Establish a state tax study committee to review any significant tax legislation that could jeopardize the state’s economic stability.
· Provide more revenue raising options to local school boards such as levying development impact fees in rapidly growing districts or levying, subject to referendum, a one cent local option sales tax for certain non-recurring educational purposes such as school construction and renovation.

Points To Discuss And Consider …
· Schools must rely heavily on property taxes as a primary stable source of local revenue. The SC Budget and Control Board reports that statewide, 59.9% of property tax revenues go to school districts, 27.4% for county governments, 8.7% for municipalities, and 4% for special purpose districts.
· A two-cent sales tax to eliminate property taxes on owner-occupied homes will reduce local control and increase state control of local district revenue.  If the state limits funding, school boards will be forced to cut locally-funded programs and services such as competitive teacher pay, lower student-teacher ratio efforts, after school programs, magnet programs, and other “extras” that keep many SC schools performing at high levels.  The only other alternative will be to raise taxes on the remaining classes of property.
· State lawmakers have a history of not meeting funding commitments to public schools. The 1977 Education Finance Act (EFA) requires the state to fund schools at a minimum level. But in four out of the last five years, the state has not met its obligation, providing funding as low as 79% of what the law requires. Currently, the state is not meeting its own law to provide full funding for bus transportation. Also, the penny sales tax passed in 1984 for educational improvements has been used to fund programs that were once paid out of the general fund.
· School boards are accountable to their communities, and the state and federal governments for student achievement. They represent parents, business owners and retirees who often demand more for their schools than the state is funding.
· A two-cent state sales tax increase will cost districts at least $9.9 million annually on district purchases subject to a sales tax (see attached spreadsheet).
· South Carolina’s balanced tax system – income, property and sales tax – provides government and school districts with stable, predictable recurring revenue sources, with each class of taxpayer paying a fair share. 
· Any plan to replace residential property taxes must address adequacy issues and the base student cost; equity issues to deal with socio-economic differences between school districts; and options for local school districts to go beyond the minimum programming.
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