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Bill Summary

A bill to amend Section 12-36-920, as amended, of the Code of Laws of South Carolina,
1976, relating to the two percent state sales tax imposed on accommodations, so as to
provide that the tax does not apply to gross proceeds from rentals received by persons
renting their personal residence for fewer than fifteen days total in a year and if the gross
proceeds of the rental income are excluded from federal taxable income pursuant to the
provisions of Section 280a(g) of the Internal Revenue Code of 1986.

REVENUE IMPACT "

This bill is expected to decrease state tax revenue by an estimated $2,062,270 in FY2013-
14. Of this amount, General Fund sales and use tax revenue would be decreased by
$1,178,440, the Education Improvement Fund would be decreased by $294,610, and state
(2%) accommodations tax revenue would be decreased by $589,220 in FY2013-14.

Explanation

Currently, taxpayers that rent their private residences for less than fifteen days during a
taxable year are not required to remit a seven percent state accommodations tax on the
gross proceeds to the state. This bill would amend Section 12-36-920(A) to disallow a sales
and use tax on the gross proceeds from the rental wholly excluded from the gross income of
the taxpayer pursuant to Internal Revenue Code Section 280A(g). Specifically, IRC Section
280A(g)(2) is a special rule for certain rental use of real property, and states that if a
dwelling unit is used during the taxable year by the taxpayer as a residence and such
dwelling unit is actually rented for less than 15 days during the taxable year, then the income
derived from such use for the taxable year shall not be included in the gross income of such
taxpayer. Because South Carolina conforms to the federal tax code pursuant to Section 12-
6-40, this special rule would apply under state tax law. This bill, therefore, would disallow a
state accommodations tax of seven percent to be levied on the gross rental income of those
taxpayers that rent their private residences for less than 15 days during a taxable year.

A special event such as the Masters Golf Tournament held each year during the first full
week in April at The Augusta National Golf Club in Augusta, Georgia would qualify. Each
year, hundreds of private residences in the local area are rented to golf fans from around the
world. According to the Masters Housing Bureau, operated by the local Chamber of
Commerce, contains a listing of area homes for rent ranging from $2,000 for an apartment to
over $15,000 for a corporate house. An average home with 4 bedrooms and 3 bathrooms
commands $8,500 per week. Of those listings with the Masters Housing Bureau, 20 percent
of the listings were for home rentals in South Carolina. Surveys of several other well
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organized home rental listing services were comprised of 14 to 20 percent of advertised
homes being located in South Carolina. The rental prices of homes in South Carolina were
generally lower than the rental prices of homes in the Georgia area. The South Carolina
rental rates are discounted for the time value of driving to and from Augusta, the price of
gasoline, and other associated costs.

Our survey of private residences for rent from several professional real estate listing service
during the Masters Golf Tournament week, revealed 272 private residences available for
rent in South Carolina. Most of these homes were concentrated in the North Augusta and
Aiken communities with others scattered along the state’s border with Georgia. Multiplying
272 private residential homes in South Carolina by an average price of $8,000 per home and
applying a seven percent state accommodations tax rate yields a decrease in state tax
revenue of an estimated $152,320 in FY2013-14. Because not every private residence that
wishes to rent a private residence during a special event lists a property with a professional
real estate listing service, we may expect at least twice as many additional listings for
smaller accommodations such as apartments, condos, and townhouses to be rented from
listings in newspapers, social media, internet, and by word-of-mouth advertising. Multiplying
an estimated 544 smaller residences in South Carolina by an average price of $2,500 per
residence and applying a seven percent state accommodations tax rate yields a decrease in
state tax revenue of an estimated $95,200 in FY2013-14.

Also, each year a large number of homeowners rent private residences along the coast for
vacationers to enjoy our state’s beautiful beaches. After a survey of several realtors along
the coast, we have been able to identify 5,185 private homes that are available for rent
during the upcoming beach season. The weekly rental rates vary between $1,295 to several
thousand dollars depending on location. Multiplying an estimated 5,185 private homes by an
average weekly rental rate of $2,500 and doubling this amount to obtain fourteen days of
rent, and applying an accommodations tax rate of seven percent, yields a decrease in state
tax revenue of an estimated $1,814,750 in FY2013-14.

Collectively, this bill would decrease state tax revenue by an estimated $2,062,270 in
FY2013-14. Of this amount, General Fund sales and use tax revenue would be decreased
by $1,178,440, the Education Improvement Fund would be decreased by $294,610, and
state (2%) accommodations tax revenue would be decreased by $589,220 in FY2013-14.
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" This statement meets the requirement of Section 2-7-71 for a state revenue impact by the BEA, or Section 2-7-76 for a local revenue impact of
Section 6-1-85(B) for an estimate of the shift in local property tax incidence by the Office of Economic Research.
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