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FINANCE AND TAXATION

The c e n tra l c o n s ti tu tio n a l issu es  o f s ta te  finance can be s ta te d  b r ie f ly

as:

1) lim ita tio n s  and r e s tr ic t io n s  on le g is la t iv e  tax ing  power;

2) inclusion  o f uniform ity r u le s ;

3) earmarking o f revenues;

4) the budgetary system;

5) debt au th o riza tio n  and co n tro l.

E xisting  provisions o f the  South C arolina C o n stitu tio n  include ra th e r., 

e laborate  and d e ta iled  sec tio n s concerning ta x a tio n , tax  exemptions, and debt. 

Considerable a tte n tio n  i s  given to  the  p roperty  tax  as i t  was the  major source 

o f pub lic  funds a t  the  time th e  C o n stitu tio n  was d ra fted . Tax n e u t r a l i ty ,  or 

eq u ity , and s ta te  solvency are emphasised in  the  C o n stitu tio n  o f 1895.

The tren d  in  C onstitu tion  w ritin g  has been toward an unshackled le g is la tu re  

The Model S ta te  C onstitu tion  provides q u ite  simply:

Article VII 
Finance

Section 7.01. State Debt. No debt shall be contracted by or in behalf 
of this state unless such debt shall be authorized by law for projects or 
objects distinctly specified therein.

Section 7.02. The Budget. The governor shall submit to the legisla­
ture, at a time fixed by law, a budget estimate for the next fiscal year 
setting forth all proposed expenditures and anticipated income of all 
departments and agencies of the state, as well as a general appropriation 
bill to authorize the proposed expenditures and a bill or bills covering 
recommendations in the budget for new or additional revenues.

(continued on page 2)
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Section 7.03. Expenditure of Money.
(a) No money shall be withdrawn from the treasury, except in accord­

ance with appropriations made by law, nor shall any obligation for the 
payment of money be incurred except as authorized by law. The appro­
priation for each department, office or agency of the state, for which ap­
propriation is made, shall be for a specific sum of money and no appro­
priation shall allocate to any object the proceeds of any particular tax or 
fund or a part or percentage thereof, except when required by the federal 
government for participation in federal programs.

(b) All state and local expenditures, including salaries paid by the 
legislative, executive and judicial branches of government, shall be mat­
ters of public record.

SOUTH CAROLINA CONSTITUTION.

A rtic le  I ,  Section 6.

Section 6. Taxation.—All property subject to taxation shall be taxed in 
proportion to its value.

See Const. 1868, I, 36. *

This sec tio n , although not e n tire ly  inappropriate to  a b i l l  o f r ig h ts ,  

might b e t te r  be removed to  A rtic le  X, Finance and Taxation. The same thought 

i s  incorporated under A rtic le  I I I ,  Section 29, and under A rtic le  X, Section 1. 

Retention o f the provision i s  o f doubtful value.

A rtic le  I ,
Section 7.

Section 7. No tax without consent.—No tax, subsidy, charge, impost 
tax or duties shall be established, fixed, laid or levied, under any pretext 
whatsoever, without the consent of the people or their representatives 
lawfully assembled.

See Const. 1868,1, 37.

An unneeded provision in  th a t  Section 5 of A rtic le  I  guarantees "due 

process" and "equal pro tection" of the laws to  a l l  c i t iz e n s , as does the fed era l 

co n stitu tio n . Also, A rtic le  X, Section 3, p ro h ib its  a levy except in  pursuance

of law.
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A rtic le  I I I ,  Section 29.

Section 29. Taxes laid upon actual value.—All taxes upon property, 
real and personal, shall be laid upon the actual value of the property taxed, 
as the same shall be ascertained by an assessment made for the purpose of 
laying such tax.

See Const. 1868, II, 33.

For consistency  in  th e  in te r n a l  o rg a n iz a tio n  o f  th e  C o n s titu tio n  th i s  

sec tio n  would seem to  belong in  A r t ic le  X, Finance and T axation. The 

se c tio n  c a l l s  fo r  assessm ents o f  p ro p e rty  a t  •’a c tu a l” o r  f u l l  v a lu e . In 

p ra c tic e  t h i s  p ro v is io n  has been proven unenfo rceab le , b u t i f  r e ta in e d  i t  

might w e ll be co n so lid a ted  w ith Section  13, A r t ic le  X, which p rov ides th a t  

a l l  p ro p e rty  tax es  — s t a t e ,  county , tow nship , sch o o l, m unicipal — s h a l l  

be le v ie d  on th e  assessm ent which s h a l l  be made fo r  S ta te  ta x e s .  (C u rre n tly , 

th e  S ta te  does n o t levy a  p ro p e rty  ta x  and assessm ents a re  made lo c a l ly  on a  

county b a s i s ,  except fo r  c e r ta in  types o f  p ro p e rty : p u b lic  u t i l i t i e s ,  e t c . )
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A rtic le  V III , Section 3.

Section 3. Taxes.—The General Assembly shall restrict the powers of 
cities and towns to levy taxes and assessments, to borrow money and to 
contract debts, and no tax or assessment shall be levied or debt contracted 
except in pursuance of law, for public purposes specified by law.

• I t  i s  w e ll e s ta b lish e d  th a t  lo c a l  u n its  o f  government possess only those  

powers exp ressly  g ran ted  through c o n s t i tu t io n a l  o r  s ta tu to ry  p ro v is io n s .

This se c tio n  makes mandatory l e g is la t iv e  a c tio n  to  r e s t r i c t  th e  f i s c a l  powers 

o f  c i t i e s  and towns, which has been accom plished by means o f  s p e c if ic  ta x  

au th o riz a tio n s  g ran ted  by th e  l e g is la tu r e .  The s e c tio n  i s  n o t a r e s t r i c t i o n  

on th e  tax in g  powers o f th e  S ta te ;  i t  i s  designed to  l im i t  lo c a l  ta x e s  and 

lo c a l deb t. At is su e  i s  th e  method fo r  p rov id ing  f o r  th e  f in a n c ia l  needs o f 

lo c a l  government. The h i s to r i c  method among th e  s t a t e s  has been to  deny a 

lo c a l u n it  any f in a n c ia l  power n o t s p e c if ic a l ly  g ra n te d . R ecently  th e re  has 

been a  tre n d  toward loosening  th e  r e s t r ic t io n s  to  th e  p o in t o f  p e rm ittin g  a 

lo c a l  u n i t  to  make any levy n o t s p e c if ic a l ly  denied by law . This ten d s to  

encourage lo c a l  f i s c a l  independence.

The new Michigan c o n s t i tu tio n  makes th i s  k ind  o f  p ro v is io n  as to  c i t i e s :  

" • ••  i s  g ran ted  power to  levy o th e r  ta x e s  fo r  p u b lic  p u rp o ses, su b je c t  to  

l im ita t io n s  and p ro h ib itio n s  provided  by t h i s  c o n s t i tu tio n  o r  by law ." 

C ounties b e n e f it  from an id e n t ic a l  p ro v is io n .
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A rtic le  V II I , Section 6.

Section 6. Corporate taxes must be uniform—license.—The corporate 
authorities of cities and towns in this State shall be vested with power 
to assess and collect taxes for corporate purposes, said taxes to be uniform 
in respect to persons and property within the jurisdiction of the body 
composing the same; and all the property, except such as is exempt by law, 
within the limits of cities and towns shall be taxed for the payment of 
debts contracted under authority of law. License or privileged taxes im­
posed shall be graduated so as to secure a just imposition of such tax 
upon the classes subject thereto.

The un ifo rm ity  ru le  i s  imposed upon m unicipal tax es  on p ro p e rty  o r 

p erso n s, l ic e n se  and p r iv i le g e  tax es  excepted . The s e c tio n  i s  d u p lic a tiv e  

in  la rg e  p a r t  o f  A r t ic le  X, Section  5.
v

In g e n e ra l, th e  s e c tio n  i s  su b je c t to  th e  c r i t ic is m  o f  co n ta in in g  

s ta tu to ry  m a te r ia l ,  although a broad g ran t o f  ta x in g  and o th e r  powers should  

be included  in  any c o n s t i tu t io n a l  a r t i c l e  dea ling  w ith  m unicipal and o th e r 

lo c a l  governments. For example, th e  m u n ic ip a li tie s  o f  South C aro lin a  a re  

su b je c t to  many s ta tu to ry  re g u la tio n s  in  th e  e x e rc ise  o f  t h e i r  c o n s t i tu t io n a l  

power to  levy  lic e n s e  and p r iv i le g e  ta x e s .
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ARTICLE X 
Finance and Taxation

Section 1. Taxation and assessment.—The General Assembly shall pro­
vide by law for a uniform and equal rate of assessment and taxation, and 
shall prescribe regulations to secure a just valuation for taxation of all 
property, real, personal and possessory, except mines and mining claims, 
the products of which alone shall be taxed; and also excepting such prop­
erty as may be exempted by law for municipal, educational, literary, 
scientific, religious or charitable purposes: Provided, however, That the 
General Assembly may impose a capitation tax upon such domestic 
animals as from their nature and habits are destructive of other prop­
erty 'jI And provided, further, That the General Assembly may provide 
for a graduated tax. on incomes, and for a graduated license on occupa^ 
tions and business ̂ Provided, further, That the General Assembly may 
provide by law forQhe assessment of all intangible personal property, in­
cluding moneys, credits, bank deposits, corporate stocks, and bonds, a t 
its true value for taxation for State, County and municipal purposes or 
either thereof: Provided, That the total rate of taxation imposed thereon 
shall never exceed one-half of one per centum of the actual value of such 1 
intangible property: Provided, further, That such intangible personal 
property shall not be subject to the three mill levy provided by Section 10, 
A rticle 'll, of this instrument or to any other general or special tax levy, 
except such as is especially provided by the General Assembly by the 
authority and within the limitation of this provision; nor shall such 
intangible personal property be considered a part of ‘taxable property,* 
as such term is used in this instrument, of the State or any subdivision 
thereof.

See Const. 1868, IX, 1.
1930 (36) 1349; 1932, (37) 1126.

The purpose o f th is  sec tio n  i s  to  provide fo r  uniform ity in  p roperty  

tax a tio n , uniform ity to  be considered as th e  means o f provid ing  ta x  eq u ity .

The wording o f the f i r s t  sentence o f th e^ sec tio n , "The General Assembly 

s h a l l  provide by law fo r  a uniform and equal r a te  o f  assessment and ta x a tio n . • 

suggests th a t  the L eg islatu re may have power to  s e t  an assessment ra te  a t  a 

lev e l below "ac tu a l value" as provided in  A r t ic le * I I I ,  Section 29.

Uniformity and C la ss if ic a tio n

I t  i s  popularly  believed  th a t  uniform ity in su res  n e u tr a l i ty  o f trea tm en t 

o r  tax  eq u ity , a generally  d e s ira b le  g o a l, and consequently un iform ity  clauses 

were w ritten  in to  many s ta te  c o n s ti tu tio n s . Experience with the  p roperty  ta x  

had in d ica ted  th a t  uniform ity clauses do not gain th i s  o b jec tiv e  because o f 

su b s ta n tia l  d iffe ren ces among types o f p ro p e r tie s . Consequently, most s ta te s
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allow some degree o f  p roperty  c la s s i f ic a t io n  which perm its d if f e re n t

trea tm en t fo r  d if fe re n t  types o f  p ro p e rty . For example, th e  South C aro lin a  C o n s titu tio n  

perm its c la s s i f ic a t io n  to  th e  ex te n t o f  g iv ing  s p e c ia l  co n sid e ra tio n  to  a l l  

tan g ib le  p ersonal p ro p e rty . Minnesota has one o f  th e  most comprehensive 

p roperty  c la s s i f ic a t io n  systems fo r  ta x  purposes o f any s t a t e .  The system  

i s  based la rg e ly  on varying r a t io s  o f  assessed  to  tru e  value: iro n  a t  50 

p e rcen t, household goods a t  25 p e rc e n t, p la t te d  urban land a t  40 p e rc e n t,  and 

so fo r th .  The case fo r  p ro p e rty  c la s s i f ic a t io n  r e s ts  on th e  assum ptions th a t  

c a re fu l adjustm ents through c la s s i f ic a t io n  w i l l  a l l e v ia te  many o f  th e  

in e q u itie s  o f th e  g en era l p roperty  ta x ;  th a t  i t  makes e a s ie r  th e  ad m in is tra ­

t io n  o f th e  ta x ;  and th a t  th e  ta x  can become a more f le x ib le  to o l  f o r  a t ta in in g  

s o c ia l  o b je c tiv e s . Opponents o f  p ro p e rty  c la s s i f ic a t io n  fo r  ta x  purposes 

claim  th a t  the  system i s  open to  p o l i t i c a l  p re ssu re  and abuse.

P roperty  c la s s i f ic a t io n  i s  secured  in  M innesota through th e  fo llow ing  

c o n s t i tu tio n a l  p ro v is io n :

•••(T )axes s h a l l  be uniform upon th e  same c la s s  o f  s u b je c ts ,  and 
s h a l l  be lev ied  and c o lle c te d  fo r  p u b lic  purposes . . . .

C la s s if ic a t io n  has been used in  Kentucky and th e  re c e n tly  proposed new 

c o n s ti tu tio n  contained th e  fo llow ing:

• ••(A)n ad valorem ta x  s h a l l  bey£t a  uniform  r a te  upon a l l  p ro p e rty  o f  
th e  same c la s s  w ith in  th e  >taxizfg_dist«M t u n less  th e  G eneral Assembly 
provides fo r  reasonable d iffe re n c e s  in  th e  r a te  w ith in  a reas  o f  th e  
tax in g  d i s t r i c t . . . .

(2 ) Nothing in  t h i s  C o n s titu tio n  s h a l l  p rev en t th e  G eneral Assembly 
from imposing a d d itio n a l forms o f  taxation,I^from  prov id ing  fo r  tax es  
in  p lace  o f  an ad valorem ta x  on one o r  more c la s se s  o f  p ro p e r ty ,I from 
making reasonable c la s s i f ic a t io n s  o f  p ro p e rty  and s e t t in g  th e  ra t|e  o f  
ad valorem ta x a tio n  thereupon , o r  from d e leg a tin g  p a r ts  o f  th e  ta x in g  
power to  u n its  o f  lo c a l  government. The p r in c ip le  o f  ta x a t io n  th a t  
th e re  be un ifo rm ity  and e q u a li ty  w ith in - reaso n ab le  c la s s i f ic a t io n s  
s h a l l  be saved in v io la te .

Income Tax

In a few s t a t e s ,  un ifo rm ity  c lau ses  have been in te rp re te d  as p ro h ib i t in g

th e  le g is la tu r e  from en actin g  graduated  income ta x e s .  In South C aro lin a  th e
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General Assembly i s  s p e c if ic a lly  granted th i s  power and h as , w ith a 

m ajority  (36) o f o ther s t a t e s ,  imposed by s ta tu te  a tax  on corporate and 

personal incomes. Rates, deductions, exemptions, and payment schedules are 

regu la ted  by law.

Occupation and Business License

In Colonial America the  tax ing  o f the  personal a b i l i t i e s  o f an in d iv id u a l, 

s k i l l s  and education, was considered a p a r t o f the property  ta x . L ater th i s  

featu re  of the tax  was abandoned. Whether o r not th e  lineage o f occupation and 

business license  taxes in  South C arolina runs back to  th e  general p roperty  tax  

i s  not c le a r but i s  suggested by i t s  in c lusion  in  th is  A rtic le  which i s  mainly 

concerned with the property ta x . In any even t, the  General Assembly i s  granted 

au th o rity  to  levy a non-uniform or graduated tax  on occupations and b u s in e sse s . 

The adoption o f a c la s s if ic a t io n  system would probably obviate th e  need fo r 

these sp e c if ic  ta x  au th o riza tio n s.

Section 2. Expenses of state government.—The General Assembly shall 
provide for an annual tax sufficient to defray the estimated expenses of 
the State for each year, and whenever it shall happen that the ordinary 
expenses of the State for any year shall exceed the income of the State 
for such year the General Assembly shall provide for levying a tax for the 
ensuing year sufficient, with other sources of income, to pay the deficiency 
of the preceding year together with the estimated expenses of the ensuing 
year*

See Const. 1868, IX, 3.

The in te n t o f  th is  sec tio n  i s  to  prevent th e  accumulation o f a ’’f lo a t in g ” 

debt. Expenditures fo r  ordinary s ta te  expenses must not exceed revenues over 

a two-year period . I t  i s  e s s e n tia l ly  a ’’balanced budget” p ro v is io n . D e fic it 

financing i s  ru led  out and considerations o f f i s c a l  po licy  (use o f f in a n c ia l  

powers to  o ffse t  v a ria tio n s  in  the  economy) are excluded in  favor o f a balance 

between revenues and expenditures.
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I t  i s  doubtful whether the sec tio n  i s  le g a lly  enforceab le , bu t s e l f -  

r e s tr a in t  by the le g is la tu re  and th e  democratic process o f the b a l lo t  box 

provide adequately fo r compliance w ith i t s  p rov isions.

Section 3. Tax shall be levied in pursuance of law.—No tax shall be /
levied except in pursuance of a. law which shall distinctly state the-object------ X
of the samrftto which-object the tax shall be applied. /

K ta x  has been d e fin ed  as a compulsory payment f o r  a p u b lic  purpose .

In a democracy compulsion i s  th e  p re ro g a tiv e  only o f  th e  s t a t e ,  and p u b lic  

purpose i s  e s ta b lis h e d  by law . This s e c t io n  in d ic a te s  t h a t  ta x e s  must be 

le v ie d  by law and th e  o b je c t o f  th e  ta x  s ta te d .  The p o in t here  i s  n o t to  

earmark tax es  fo r  s p e c i f ic  purposes b u t to  a ssu re  th a t  ta x  le v ie s  a re  open, 

no t s e c re t iv e  and h idden . Many s t a t e  c o n s t i tu t io n s  co n ta in  s im i la r  p ro v i­

s io n s . T heir u s e fu ln e s s - is  open to  some q u e s tio n , however.

Section 4. Property exempt from taxation—-household goods and furni­
ture.—There shall be exempted from taxation all County, tQAypship-andmu- 
nicipal property used exclusively for public purposes an<(m5tfor revenue^ 
and the property of a j/ schools, colleges and institutions of-leamingf'a' 
charitable institutions in the nature 6f asylums for the infirm, deaf and 
dumb, blind, idiotic and indigent persons, except where theprofits of' such 
institutions are applied to privateuses; all* public libraries,'churches, 
parsonages and burying grounds ;/butl property of associations and so­
cieties although connected with charitable-objects, shall hot be exempt 
from State, County or municipal taxation y Provided, That as to real 
estate this exemption shall not extend beyond the buildings and premises 
actually occupied by such schools, colleges, institutions of learning, asylums, 
libraries, churches, parsonages and burial grounds, although connected 
with charitable objects.

Provided, further, The General Assembly may by Act exempt from 
taxation household goods and furniture used in the home of the owner 
thereof.

1946 (44) 1745; 1947 (45) 136.
See Const. 1868, IX, 5.
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This sec tion  c i te s  exemptions From the  property  tax  o th er than those 

included in  Section 1. There i s  some ambiguity and possib le  c o n f lic t be­

tween the two sec tions in  th a t  Section 1 provides fo r exemptions a t  the 

d isc re tio n  of the le g is la tu re  and Section 4 l i s t s  types o f property  where 

exemption i s  c o n s titu tio n a lly  g ran ted , o r denied, o r made perm issib le  as 

with household goods. Exemption, o f course, involves c la s s i f ic a t io n  and 

might w ell be given over e n t ire ly  to  the d isc re tio n  o f the  General Assembly. 

However, most s ta te  co n s titu tio n s  make provision  fo r  exemption o f n o n -p ro fit 

educational, re lig io u s  and c h a ritab le  in s t i tu t io n s .

"Under Section 1, exemptions from tax a tio n  include mines and mining 

claim s, and o ther property which may be exempt by law " fo r  m unicipal, educa­

t io n a l ,  l i te r a r y ,  s c ie n t i f i c ,  re lig io u s  o r c h a rita b le  purposes."  Dr. Paul 

Alyea, in  a study o f the South C arolina property  ta x  in  1965, noted th a t  

there  were 50 general exemptions and 138 s p e c if ic  property  exemptions l i s te d  

in  the 1962 Code. Since tax  exemption amounts to  an in d ire c t  subsidy , the  

e n tire  question should be ca re fu lly  s tu d ied . The exemption accorded mines

and mining claims by th is  sec tio n  i s  o f l i t t l e  s ig n ifican c e  as i s  the

provision perm itting  a c a p ita tio n  ta x  on domestic anim als.

Section 5. Taxes may be levied for corporate purposes—share of stock­
holders—limit of bonded debt.—The corporate authorities of counties, 
townships, school districts, cities, towns and villages may be vested 
with power to assess and collect taxes for corporate purposes; such.taxes 
to be uniform in respect to persons and property within the jurisdiction 
of the body imposing the same/All shares of stockholders in any bank or 
banking association located in this State, whether now or hereafter in­
corporated, or organized under the laws of this State or of the United 
States, shall be listed at their true value in money, and taxed for municipal 
purposes in the city, ward, town or incorporated village, where such bank 
is located, and not elsewhere: Provided, That the words “true value in 
money’* as used in line 12 of this Section- shall be so construed as to mean 
and include all surplus or extra moneys, capital, and every species of 
personal property of value owned or in possession of any such bank: 
Provided, A like rule of taxation shall apply to the stockholders of all 
corporations other than banking institutions. And the General Assembly 
shall require that all the property, except that herein permitted to be 
exempted within the limits of municipal corporations, shall be taxed for 
corporate purposes and for the payment of debts contracted under au- 
thority of law J
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Uniformity Clause

This section authorizes the le g is la tu re  to  delegate taxing power to  the 

subunits of the s t a t e . . .  "such taxes to  be uniform in  respect to  persons and 

property within the ju risd ic tio n  of the body imposing the same." Several 

problems a rise  here. F ir s t ,  taxes may be levied  and co llec ted  only fo r 

corporate purposes. Not infrequently  questions a r ise  as to  the au tho rity  of 

a loca l unit to  tax  and spend fo r a p a r tic u la r  purpose — Aiken County's 

in te re s t  in  a jo in t  planning venture with a neighboring Georgia county can 

be c ited . (The powers o f lo ca l un its of government i s  to  be stud ied  separately  

by the committee, however). The uniformity ru le  presents another problem, a s , 

fo r  example, where the c itizen s  o f one sec tion  o f a county, usually  an 

urbanized sec tion , desire a p a r tic u la r  serv ice  from the county. The county 

may be w illing  to  provide the service but cannot do so without imposing a tax  

uniform. within the county. This would re s u lt  in  the obvious inequity  o f 

requiring many c itizen s to  support a serv ice  from which they receive no 

b en e fits . The proposed new co n stitu tio n  fo r  Kentucky met th is  problem with 

the following:

. . . (A)n ad valorem tax  s h a ll  be a t a uniform ra te  upon a l l  property 
of the same c lass w ithin the tax ing  d i s t r i c t  unless the  General Assembly

• provides fo r reasonable d ifferences in  the ra te  w ithin areas o f the -
taxing d i s t r i c t .  Those reasonable d ifferences s h a ll  r e la te  d ire c tly  to

' differences between governmental serv ices and b en e fits  giving land 
.'■•i;---, "urban character which are furnished in  a l l  o f any area in  co n trast to

other areas o f the taxing d i s t r i c t ,  (emphasis supplied)

Share of Stockholders. This is  another piece o f property c la s s if ic a tio n  and 

probably should be s tr ick en , giving the le g is la tu re  d isc re tio n  over the

^  m atter. The in ten t is  to  give

as required  under federal law. 

In c lu d ed fo r s im ila r treatment

equal treatm ent to  s ta te  banks and n a tio n a l banks

Also, the tax  i s  earmarked as a municipal tax . 

as bank stockholders are the  stockholders o f  a l l

o ther co rporations, an inducement fo r  corporations to  locate  beyond muncipal
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/
I Section 6. Credit of State—for what/ purposes tax levied or bonds is 

sued—proviso.—The credit of the State^shall not be pledged or loaned for 
the benefit of any individual; company, association or corporation; and 
the State shall not become a joinkflwner of or stockholder in any com­
pany, association or corporation JT’he General Assembly shall nof have^x it  

‘power to authorize any county dr township to levy a tax or issue bonds I ’ 
for any purpose except for educational purposes, to build and repair 1 
public roads, buildings and bridges, to maintain and support prisoners, / 
pay jurors, County officers, and for litigation, quarantine and court ex- ( 
penses and for ordinary County purposes, to support paupers, and pay / 
past indebtedness

C red it o f S ta te . The s e c t io n  p r o h ib i t s  th e  l e g i s l a t u r e  from engag ing  in  

f in a n c ia l  su p p o rt o f  in d iv id u a ls  o r  b u s in e s se s  th ro u g h  e x te n s io n  o f  c r e d i t  

o r  pu rchases o f  s to c k . A common p ro v is io n  in  s t a t e  c o n s t i tu t io n s  s in c e  th e

c an a l-an d  r a i l r o a d - b u i ld in g  e ra  w ith  i t s  m isuse o f  s t a t e  fu n d s , t h i s

p ro h ib i t io n  could  p ro b ab ly  be e l im in a te d  and th e  m a tte r  r e g u la te d  by s t a t e  law . 

County Taxes and Bonds. The p ro v is io n  i s  e x c e s s iv e ly  l im i t in g  on th e  l e g i s l a ­

t u r e ,  and on c o u n t ie s ,  and ought t o  be re p e a le d  as o u td a te d . The p h ra se  

" o rd in a ry  county  p u rp o ses” has r e q u ire d  much l i t i g a t i o n  and c o u r t  i n t e r p r e t a ­

t i o n .  (T h is s e c t io n  w i l l  re c e iv e  f u r th e r  d is c u s s io n  l a t e r  when th e  b ro ad

to p ic  o f  Local Government i s  c o n s id e r e d .)

Section 7. Scrip, certificate, or evidence of state debt.—No scrip, cer­
tificate or other evidence of State indebtedness shall be issued except for 
the redemption of stock, bonds or other evidences of indebtedness prev­
iously issued, or for such debts as are expressly authorized in this Con­
stitution.

See Const. 1868, IX, 10.

R e la tin g  to  d e b t ,  t h i s  s e c t io n  sim ply  p r o te c t s  th e  c r e d i t  o f  th e  s t a t e

a g a in s t  u n a u th o rized  i s s u e s .  P ro v is io n  co u ld  be combined w ith  S e c tio n  11.
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Section 8. Receipts and expenditures.—An accurate statement of the 
receipts and expenditures of the public money shall be published withthg^ 
laws of each regular session of the General Assembly, in such manner as 
may by law be directed.

See Const. ̂ 18687 11.

Tantamount to  a requirement fo r  an annual aud it o f s ta te  fin an ces , th is  

provision makes s ta te  finances a m atter o f  pub lic  record .

Section 9.
pursuance of appropriations made by law. 

See Const. 1868, II , 22 and IX, 12.

Money.—Money shall be drawn from the Treasury only in

A time-honored requirem ent safeguarding p u b lic  funds aga inst unlawful

expenditure.

■
commence on the F irst 
ral Assembly at its first 
mt, shall be authorized 
‘rnmental purposes for 
ke such other changes 
ectively make the fore- 
it should this Constitu- 
sions, then the General 
er the adoption of such 
1 not exceeding two and 
eding biennium.

The C onstitu tion  o f 1868 provided th a t  th e  f i s c a l  y ea r begin on the  

f i r s t  day o f November. In 1895, the  sec tio n  was changed to  provide fo r  a

f i s c a l  year beginning January f i r s t  o f  each y ea r. In 1932 th i s  was amended 

to  provide fo r  the cu rren t f i s c a l  y ea r. Determ ination o f  th e  f i s c a l  y ea r i s  

hardly  a c o n s ti tu tio n a l issu e  and ought to  be fix ed  by law, thus making e a s ie r  

any change, needed to  meet new co n d itio n s. The period  fo r  which th e  le g is la ­

tu re  may make appropria tions should coincide w ith th e  f i s c a l  y e a r , bu t s ta te

C
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co n stitu tio n s  do not usually  lim it s ta te  le g is la tu re s  as to  the  duration  of 

app ropria tions. (The fed e ra l co n s titu tio n  bars m ilita ry  appropria tions 

beyond a two-year p e r io d .)

Section 11. Public debt—state bonds.—To the end that the public debt 
of South Carolina may not hereafter be increased without the due con­
sideration and free consent of the people of the State, the General As­
sembly is hereby forbidden to create any further debt of obligation, either 
by the loan of the credit of the State, by guaranty, endorsement or other­
wise, except for the ordinary and current business of the State, without 
first submitting the question as to the creation of such new debt, guaranty, 
endorsement or loan of its credit to the qualified electors of this State at 
a general State election; and unless two-thirds of the qualified electors of 
this State, voting on the question, shall be in favor of increasing the debt, — 
guaranty, endorsement, or loan of its credit, none shall be created or made.
And any debt contracted by the State shall be by loan on State bonds, of 
amounts not less than fifty dollars each, bearing interest, payable not 
more than forty years after final passage of the law authorizing such debt.
A correct registry of all such bonds shall be kept by the Treasurer in 
numerical order, so as to always exhibit the number and amount unpaid, 
and to whom severally made payable. And the General Assembly shall levy 
an annual tax sufficient to pay the annual interest on said bonds.

See 16th amend, to Const. 1868.

A severe  r e s t r i c t i o n  on debt in cu rren ce  by th e  l e g i s l a t u r e ,  t h i s  s e c t io n

w i l l  be reserv ed  fo r  d isc u ss io n  a t  a l a t e r  tim e .

Section 12. Safe-keeping of public funds—embezzlement of, felony— 
General Assembly may remove.—Suitable laws shall Joe passed by the Gen­
eral Assembly for the safe-keeping, transfer ancr disbursement of the 
State, County and school funds; and all officers and other persons charged 
with the same shall keep an accurate entry of each sum received, and of 
each payment and transfer, and shall give such security for the faithful 
discharge of such duties as the General >Ass/mbly may provide. And it 
shall be the duty of the General Assembly to/pass laws making embezzle­
ment of such funds a felony, punishable byfine and imprisonment, pro­
portioned to the amount of the deficiency or embezzlement, and the party 
convicted of such felony shall be disqualified from ever holding any office 
of honor or emolument in this S tate: Provided, however, That the General 
Assembly, by a two-thirds vote, may remove the disability upon payment 
in full of the principal and interest of the sum embezzled.

See Const. 1868, art. IX, §15 . /

This s e c tio n  i s  s ta tu to r y  m a te r ia l  and th e  m a tte r  i t  ta k e s  up i s  

dependent u lt im a te ly  upon l e g i s l a t iv e  a c t io n . I t  would improve A r t ic le  X i f

th e  s e c tio n  were e lim in a te d .
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Section 13. One assessment for all taxes.—The General Assembly shall 
provide for the assessment of all property for taxation; and State, county, 
township, school, municipal and all other taxes shall be levied on the same 
assessment^which shall be that made for §tate<taxes; and the taxes for 
the subdivisions of the State shall be levied and collected by the respective 
fiscal authorities thereof.

This sec tion  is  rooted in  the golden age o f the  property  ta x . I t  

app lies now only to  lo ca l ta x e s , and p roperty  i s  assessed  lo c a lly  with few 

exceptions. The provision  th a t  s t a t e ,  county, tow nship, schoo l, municipal 

and a l l  o ther taxes (emphasis supplied) s h a l l  be lev ied  on the same assessment 

re in fo rces the uniform ity ru le .  The uniform ity ru le ,  in c id e n ta l ly ,  has been 

the  cause o f a se r ie s  o f  amendments (Sections 13a-22) to  perm it the  levying 

o f sp ec ia l assessments fo r  property  ab u ttin g  various types o f p u b lic  works 

among the counties and c i t i e s  o f  th e  S ta te . The ru le  should be e lim inated  

from the C onstitu tion  and placed under le g is la t iv e  d isc re tio n .

FEDERAL AID

In a few s ta te s  c o n s ti tu tio n a l a t te n tio n  i s  being given to  th e  problem 

o f fed e ra l a id . The Model S ta te  C o n stitu tion  in  p ro h ib itin g  the  general 

p ra c tic e  o f earmarking revenues makes an exception "when req u ired  by th e.x-*
fed era l government fo r  p a r tic ip a tio n  in  fe d e ra l program s." Several areas o f 

f r ic t io n  have a r is e n , namely, the  by-passing o f th e  s ta te  in  fe d e ra l a id  to  

l o c a l i t i e s ,  statew ide planning and coord inating  d i f f i c u l t i e s ,  and budgetary 

co n tro l problems. Solutions to  these  problems are not c le a r  b u t include 

such courses o f ac tio n  as b ring ing  a l l  fe d e ra l funds to  lo c a l u n its  under 

s ta te  c o n tro l, o r declaring  g ran ts  to  be s ta te  funds to  be expended under 

s ta te  p ro v isio n s. The o v e ra ll problem i s  a d i f f i c u l t  one which perhaps i s

not amenable to  a c o n s ti tu tio n a l so lu tio n .
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I
BUDGETING

The p rep ara tio n  o f  the  budget has become c e n tr a l  to  th e  e n t i r e  s t a t e  

f i s c a l  p rocess. The answer to  th e  q u estio n  o f who s h a l l  p repare  th e  budget 

has been met in  a number o f ways among th e  s t a t e s ;  th e  m ajo rity  (40) lodge 

th is  re s p o n s ib i l i ty  with th e  governor, b u t some make use o f  boards o r 

commissions. The p r in c ip a l  arguments fav o rin g  the s o -c a l le d  execu tive  budget

* are :

-  R esp o n sib ility  f o r  th e  p re p a ra tio n  o f  th e  budget i s  c e n tra l iz e d

-  The governor i s  in  th e  b e s t p o s i t io n  to  know o f  th e  needs o f  s t a t e  

agencies and e f f e c t  co o rd in a tio n  between them

-  The budget i s  an in d isp e n s ib le  to o l  f o r  a d m in is tra tiv e  c o n tro l  o f  

th e  executive branch

The arguments fo r  boards and commissions ten d  to  be:

-  The governor i s  only one member o f  th e  execu tive  departm ent

-  A board provides a b e t t e r  o p p o rtu n ity  fo r  a balanced  view point on 

agency req u ests

-  A budget has improved chances in  th e  le g is la tu r e  i f  l e g i s l a t iv e  

members a re  involved in  i t s  p re p a ra tio n .

Whether o r  no t a  budgetary p ro v is io n  should  be in c lu d ed  in  a c o n s t i tu t io n  

involves th e  l iv e ly  and d e l ic a te  q u es tio n  o f  balance o f  power between th e  

le g is la t iv e  and execu tive  b ranches. . C lea rly  a governor who has c o n s t i tu t io n a l  

c o n tro l over th e  p re p a ra tio n  o f  th e  budget i s  in  a much s tro n g e r  p o s i t io n ,  

p o l i t i c a l ly  and a d m in is tra tiv e ly , th an  one who has n o t.  I f  no p ro v is io n  i s  

made th e  u ltim a te  a u th o r ity  l i e s  w ith  th e  l e g i s l a tu r e ,  o f  co u rse , f o r  i t  may 

bestow power o r  tak e  i t  away. The p re se n t budgetary  system  in . South C aro lin a  

r e s ts  on s ta tu to ry  p ro v is io n s which e s ta b l is h  th e  S ta te  Board o f  Budget and 

C ontro l and d efin es  i t s  powers,

14



Finance and Taxation 15 Working Paper #5

The r a tio n a le  o f  th e  execu tive budget i s  based e s s e n t ia l ly  upon a concept

which views th e  p rep a ra tio n  o f  th e  budget as a t ru e ly  execu tive  fu n c tio n .

and th e  review and co n sid era tio n  o f  th e  budget as a l e g is la t iv e  fu n c tio n .

A ty p ic a l  s t a t e  c o n s t i tu t io n a l  p ro v is io n  i s  th a t  o f  Michigan which s t a t e s :

’’The governor s h a l l  submit to  th e  le g is la tu r e  a t  a tim e fix ed  by 
law , a  budget fo r  th e  ensuing f i s c a l  p e rio d  s e t t in g  fo r th  in  d e t a i l ,  
fo r  a l l  o pera ting  funds, th e  proposed expend itu res and e s tim ated  revenue 
o f  th e  s t a t e .  Proposed expend itu res from any fund s h a l l  n o t exceed th e  
estim ated  revenue th e re o f .  On th e  same d a te ,  th e  governor s h a l l  submit 
t o  th e  le g is la tu r e  g en e ra l ap p ro p ria tio n  b i l l s  to  embody th e  proposed 
expend itu res and any necessary  b i l l  o r  b i l l s  to  p rovide new o r  a d d it io n a l  
revenues to  meet proposed ex p en d itu res . The amount o f  any su rp lu s  c rea ted  
o r  d e f ic i t  in cu rred  in  any fund during th e  l a s t  p reced ing  f i s c a l  p e rio d  
s h a l l  be en te red  as an item  in  th e  budget and in  one o f  th e  a p p ro p ria tio n  
b i l l s .  The governor may submit amendments to  a p p ro p ria tio n  b i l l s  to  be 
o ffe re d  in  e i th e r  house during  co n sid e ra tio n  o f  th e  b i l l  by th a t  house, 
and s h a l l  submit b i l l s  to  meet d e f ic ie n c ie s  in  c u rre n t a p p ro p r ia tio n s ."



Proposed Statement on Post-Auditing

A lternative A:

The Comptroller General sh a ll  be elected  by the jo in t  vote of the General 

Assembly fo r a term Of four (?) years and s h a ll have such q u a lifica tio n s  as may 

be specified  by law. The Comptroller General s h a ll  perform the p ost-aud it of 

s ta te  revenues and expenditures as required by law, repo rt a t  le a s t annually the 

re su lts  of h is audits to  the General Assembly, and s h a l l  perform such other 

duties as the General Assembly may p rescribe.

A lternative B:

A post-audit of s ta te  revenues and expenditures s h a l l  be made and reported 

to  the General Assembly a t le a s t annually by the Comptroller General who s h a ll  be 

elected  by a jo in t  vote of the General Assembly fo r a four-year term and who sh a ll  

have such qu alifica tio n s as may be spec ified  by law.

A lternative C:

There sh a ll be a Department of S tate Audits under the  supervision o f the 

Comptroller General who s h a ll  be elec ted  fo r a four-year term by a jo in t  vote of 
the General Assembly .̂ T h e  Department s h a l l  be vested with the d u tie s , powers, 

and re sp o n sib ilitie s  involved in  performing p o st-au d its  o f  a l l  f in a n c ia l t ra n s ­

actions of the State Government, detecting and repo rting  any d e fa u lts , andting and reporting any 

n^ade^i,determining th a t ejq>enditures have been jnade jin  accordance with appropriation
' r l
a c ts . I.

and re sp o n sib ilitie s  involved in  making a complete examination of the books,

.The Department of S tate Audits is  hereby vested w ith the d u tie s , powers,

records, and fin an c ia l transactions o f any and a l l  s ta te  agencies, and in  

examining and appraising the accounting methods and in te rn a l con tro l procedures 

as to  adequacy and ad ap tab ility  to  auditing  requirem ents.
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D ear M r. Stoudem ire:

R eferen ce i s  m ade to  the"request of the C om m ittee  that th is  o ffice  
co n sid er  the con stitu tion a l p r o v is io n s  that r e la te  to  taxation  and 
to com m ent th ereon . The p r o v is io n s  that r e la te  p r im a r ily  to  ad 
v a lo rem  taxation  are  A r t ic le  1, S ec tio n  6 , that r e q u ir e s  p rop erty  
to be taxed in  p roportion  to  i t s  va lu e , A r t ic le  3, S ec tio n  29 , that 
req u ires  the tax  to be la id  upon the actu a l va lu e  o f the p rop erty  
that i s  a scer ta in ed  by an a s s e s s m e n t  m ade for  such p u rp o ses  and 
A r t ic le  10, S e c tio n  1, th a t  r e q u i r e s  th e  ta x  and  a s s e s s m e n t  to  b e  
u n ifo rm  and e q u a l.

T he  South C a ro lin a  S u p re m e  C o u r t ,  i n  th e  c a s e  of S tate  v . C h eraw  
& D. R, C o . , 54 S. C . 564, 32 S . E . 691, h e ld  a v a lid  a s s e s s m e n t  
m u s t  e x is t  b e fo re  th e r e  cou ld  b e  a  l ia b i l i ty  fo r  a  ta x .  T h e  U n ited  
S ta te s  S u p re m e  C o u r t , in  th e  c a s e  of S ioux C ity  B r id g e  C o. v .
Dakota County, N eb rask a , 260 U. S. 441, 67 E . E d . 340, 43 S. C t. 
190, 28 A. L . R. 979, h e ld  th a t  th e  m a n d a te  f o r  u n ifo rm ity  and  e q u a li ty  
to o k  p r e c e d e n t  o v e r  th o s e  r e q u i r in g  th e  ta x  on p r o p e r ty  to  b e  in  p r o ­
p o r tio n  to  v a lu e  and  th a t  th e  v a lu e  b e  th e  a c tu a l  v a lu e  of su c h  p r o p e r ty .

E x c e p t fo r  th e  c la s s i f ic a t io n  a s  p ro v id e d  fo r  in  A r t ic le  10, S e c tio n  1, 
a l l  p r o p e r t ie s  w ith in  th e  S ta te  sh o u ld  b e  a s s e s s e d  and  ta x e d  e q u a lly . 
T he  s ta tu te s  h o w e v e r r e q u i r e  th e  T a x  C o m m is s io n  to  v a lu e  c e r t a in  
c la s s e s  of p r o p e r ty ,  ‘su c h  a s  th a t  of m a n u f a c tu r e r s ,  m e r c h a n ts ,  r a i l ­
ro a d  c o m p a n ie s , e t c . ,  w h ile  r e q u i r in g  th e  C o u n ty  B o a rd s  of A s s e s s o r s  
to  v a lu e  o th e r  c la s s e s  of p r o p e r ty .  T h e  r a t i o s  a s  u s e d  b y  th e  T a x  
C o m m is s io n  and  by  th e  lo c a l  B o a rd s  of A s s e s s o r s  m a y  v a r y  f ro m

C o n f id e n t ia l
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county to county or among the c la sse s  of p roperty  within the county. 
The effect of such is  to c lass ify  p roperty  for tax purposes and the 
Com m ittee may wish to g ran t that authority to the G eneral A ssem bly.

Additional consideration should be given to the use of a ra tio  in fixing 
the value of p roperty . The need for such is  evident because of the 
other constitutional lim ita tions upon the bonded indebtedness of c ities  
and counties, the sam e being lim ited  to a percentage of the a sse sse d  
values of p roperties  within the respective  c itie s  or counties. If the 
a ssessed  values w ere the actual values as requ ired  in  A rtic le  3, 
Section 29, the lim its  of the bonded indebtedness would be m a te ria lly  
broadened, possibly c rea ting  an added tax upon p roperty .

It is noted that in  A rtic le  10, Section 5, th e re  is  a p rovision  that 
re la te s  to the tax on State and national banks. This prov ision  in  a ll 
probability conflicts with the p rovisions of the F e d e ra l sta tu tes that 
lim it the method of taxing national banks. 12 U .S .C .A . 531. The 
G eneral A ssem bly has a lso  in  C hapter 7 of T itle  65 provided fo r a 
tax on banks and i t  m ay th ere fo re  be advisable to exclude th is p ro ­
vision from  the Constitution.

The fact that m any of our sen io r c itizens live on fixed incom es 
c rea tes  a need to review  exem ptions. B ecause of the in c re ase  in  
the costs of governm ent and inflation  such persons could be faced 
with the necessity  of disposing of th e ir  p ro p erty . It m ay be advisable 
to provide for a hom estead exem ption so as to give th is group som e 
protection.

A rticle 10, Section 1, provides constitu tional au thority  to im pose a 
ta x  on in ta n g ib le s  and  c a m e  a b o u t by  a n  a m e n d m e n t in  1932. T h e  
S u p re m e  C o u r t, in  th e  c a s e  of F ra n c is  M arion Life Insurance Co, 
v. Columbia, 237 S. C. 162, 115 S. E . 2d 796, h a s  h e ld  th a t  th e r e  
a r e  no s ta tu te s  th a t  le v y  th is  ta x .  A d d itio n a lly , th e  S e c tio n  p ro v id e s  
th a t  th e  p ro d u c ts  of m in e s  and  m in in g  c la im s  a r e  to  b e  ta x e d , w h ich , 
h o w e v e r , i s  n o t b e in g  done to d a y . T h o se  a r e  e x a m p le s  of p ro v is io n s  
u n d e r  w h ich  th e  g ra n t  to  ta x  i s  n o t e x e r c is e d  o r  w h e re  l im ita t io n s  a r e  
n o t fo llow ed .

T h e  C o n s titu tio n  cou ld  p ro v id e  a  g r a n t  to  th e  G e n e ra l  A s s e m b ly  
a u th o r iz in g  ta x a tio n  a s  w as n e e d e d  to  r a i s e  re v e n u e  w ith  a  l im i ta t io n  
on ly  a s  th e  s a m e  a p p lie d  to  ad  v a lo r e m  ta x a tio n  to  a s s u r e  e q u a lity  
and u n ifo rm ity . U n d e r su c h  a  p ro v is io n  th e  G e n e ra l  A s s e m b ly  w ould
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be empowered to enact sta tu tes that provide for taxation without 
c o n s titu tio n a l l im ita t io n s  e x c e p t fo r  th e  u n ifo rm ity  and e q u a lity  
fo r  ad v a lo re m  ta x  p u rp o s e s .

We hope th a t th is  in fo rm a tio n  w ill  be  of so m e  b e n e f i t  and  i f  we 
c a n  b e  of ad d itio n a l h e lp , p le a s e  l e t  u s .k n o w .

JL A Jr:ns

Y o u rs  v e r y  t r u ly ,

SOUTH C A RO LIN A  TAX COM M ISSION

Confidential
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The South Carolina National Bank

223 North Clemson Avenue 
Clemson, South Carolina 
October 22, 1%7

D jr. Ge o b o b  H. A u l i .
CONSULTING ECONOMIST

Prof. Robert H. Stoudemire 
U niversity of South Carolina 
Columbia, South Carolina

Dear Bob}

I-fy o ffice  has been undergoing a b i t  of remodeling and refurbishing 
which accounts in  p a r t  fo r  the delay In answering your l e t t e r .

I  wish very much th a t time perm itted me opportunity fo r  a f u l l  d is ­
cussion of our out-moded C onstitution or even a re-examination of 
comments along th is  lin e  which I  have made over the y ears. Yours 
is  an extremely important assignment and my b es t wishes go out to  
you. I  sincerely  hope th a t  the cu rren t e f fo r ts  w ill  bear more f r u i t  
than previous ones. I t  does appear th a t  you are o ff to  a more auspi­
cious s t a r t  with more le g is la tiv e  support than ever before.

You ask me in  p a r tic u la r  about the provisions re la tin g  to  property tax  
assessmentss While I  have not taken time to  look i t  up, I  am on record 
somewhere as suggesting th a t  the  C o n s titu tio n  provide sim ply thaw "The 
General Assembly ShaU. provide by law fo r a f a i r  and equitable system 
of taxing p ro p e rty ." / Perhaps th is  i s n ' t  qu ite  enough. Maybe the_Con- 
s t i t io n  should provide th a t  "property may be c la ss if ie d "  ̂ an d ^ th a t a 
d iffe re n t ra te  of taxation  may he applied to  the d if fe re n t c la sse s . ( I
p refer th a t  ALL property he assessed a t  i t s  market value, with d istinc tion ; 
i f  any, being shown in  the ra te  applied to  the d if fe re n t c la s se s ) .

I  would go so fa r  as to  say th a t  ALL property should be ASSESSED — in­
cluding any which might be subject to  exemptions. (D efin ite ly , the public 
should be made p a in fu lly  aware of the magnitude of property le g a lly  exempt 
from tax a tio n ). This might ra ise  some problems of assessment, fo r  example 
of a church and some measure other than market value might have to  apply*. Fo
p ra c tic a l purposes, exempt classes might be assessed le s s  frequen tly  than 
o thers, e t c . ,  e t c . ,  and i t  may he found necessary to  SHOT in tang ib les in 
to ta ls  — or they might HAVE to  be omitted a lto g e th er.

For

I  agree w ith you th a t  the C onstitu tion  should touch on only the b asic  th ings 
with the d e ta ils  to  be worked out through le g is la t io n . The C onstitu tion , how­
ever, MIGHT require  the same LEVEL of assessments throughout the S ta te .  (Of
course, th is  would be the case i f  i t  used such term as Market Value _ and
enforced i t .  I t  seems, a lso , th a t  Counties should be unifonn in  thefnatufe 
and ex ten t of exemptions — even fo r  such th ings as new industries}  in  f a c t ,
I  am almost w illin g  to  see th is  prohib ited  by S ta ts  C onstitu tion .

Perhaps we can d iscuss some of these th ings a t  a time when I  fe e l le s s  p ressu - 
of o ther d u tie s .

, .S incerely , Oj
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October 20, 1967

M r. Robert H. Stoudem ire, Staff Consultant 
Committee To Study The Constitution 
of South Carolina, 1895

G/0 Bureau of Governm ental R esearch  
The U n iv e rs ity  of South C arolina 
Columbia, South Carolina

Dear M r. Stoudemire:

The following com m ents a re  made for the consideration  of the Com ­
m ittee to Study the Constitution of South C aro lina, 1895. They a re  not 
for quotation by any news m edia. I am  not speaking fo r the South C a ro ­
lina Tax Com m ission but I am  expressing  my persona l opinion based  
upon experience and study as concerns the p roperty  tax.

I do not advocate any change in the p resen t wording of the Constitution 
as to A rtic le  I, Section 6, which s ta te s , “A ll p ro p erty  subject to ta x a ­
tion shall be taxed in proportion  to its  value”and as to A rtic le  III, S ec ­
tion 29, ’’All taxes upon p ro p erty  re a l and persona l shall be la id  upon 
the actual value of the p roperty  taxed, as  the sam e shall be asce rta in ed  
by an assessm en t m ade fo r the purpose of laying such a tax . ”

I suggest that A rtic le  X, Section 4 of the Constitution be am ended to p ro ­
vide, fu rther, the G eneral A ssem bly m ay by ac t exem pt from  taxation up 
to an actual value of $10, 000. 00 the hom estead of any taxpayer living in 
said house. I believe A rtic le  X, Section 1 gives the G eneral A ssem bly  
enough authority  to leg isla te  some of the cu res fo r the p re se n t ills  of our 
p roperty  tax situation.

Needless to te ll  th is Com m ittee that the State a s se s se d  p ro p erty  is a s se sse d  
at a far higher percentage of value than locally  a s se s se d  p roperty . State 
a sse ssed  p roperty  is a lm ost a ll business p roperty , while locally  a s se s se d
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M r. R o b e r t  H . S toudem ire , S ta ff  C o n s u lta n t  
C o m m it te e  T o  S tu d y  T h e  C onstitu tion 
of South C aro lina , 1895

p ro p e r ty  includes a ll  p ro p e rty  of ind iv iduals, fa rm s , hom es and p e r ­
sonal p ro p e rty . . Exen p ro p e rty  a s se s s e d  by the S tate is  a s s e s s e d  in 
vary ing  r a t io s .^ T h e  ra tio  fo r m an u fac tu re rs  now v a rie s  fro m  5-1/2%  
to 18%. The ra tio  fo r autos is  13%. The ra tio  fo r m erc h an ts  inven to ry  
now is  13% and by leg is la tio n  w ill be 10% in 1970. A sse ssm e n ts  m ade 
by County au th o ritie s  a re  as  low as  2% in som e in s ta n c es . The ra tio  
v a r i e s  f r o m  c o u n ty  to  c o u n ty  a n d  f r o m  p r o p e r ty  to  p r o p e r ty ?  '

I 'h av e  m a d e  tw o  s u g g e s t io n s  w h ic h , o f c o u r s e ,  w o u ld  n o t r e q u i r e  a  C o n ­
s t i tu t io n a l  a m e n d m e n t.  O ne w ou ld  b e  th e  e n a c tm e n t  o f l e g i s l a t io n  r e ­
q u ir in g  a  f ix e d  r a t io  to  th e  t r u e  v a lu e  o f a l l  p r o p e r t i e s ,  t h e r e f o r e  r e ­
q u ir in g  th e  s a m e  r a t io  to  b e  a p p lie d  in  e v e r y  c o u n ty . O nce  th e  r a t i o  h a s  
b e e n  s e t ,  a  t r u e  m a r k e t  v a lu e  m u s t  b e  d e te r m in e d .

S eco n d , I  th in k  a n  im m e d ia te  s te p  sh o u ld  b e  ta k e n  to  a p p r a i s e  a l l  m a n u ­
fa c tu r in g  p la n ts  in  th e  S ta te .  R e a s s e s s m e n t  o f a l l  p la n ts  w il l  r e q u i r e  
c o n s id e r a b le  t im e  a n d  q u a lif ie d  p e r s o n n e l .  T h e  r e e v a lu a t io n  o f a l l  p la n ts  
in  th e  S ta te  of S o u th  C a r o l in a  co u ld  b e  a c c o m p l is h e d  b y  a  c o m p e te n t  c o m ­
m e r c i a l  a p p r a i s a l  f i r m .  O nce  th i s  r e - a p p r a i s a l  w a s  m a d e  th e n  o u r  p r e ­
s e n t  f ie ld  f o r c e s  o f th e  R e a s s e s s m e n t  U n it o f th e  P r o p e r t y  T a x  D iv is io n  
co u ld  m a in ta in  a n d  u p - d a te  a s s e s s e d  v a lu e s  in  th e  f u tu r e .

T h e  c o u r t s  h a v e  r u le d  in  s t a t e s  w h ic h  h a v e  s i m i l a r  c o n s t i tu t io n a l  p r o v is io n s  
a s  o u r  S ta te  th a t  u n i f o r m i ty  in  a d  v a lo r e m  a s s e s s m e n t  ta x a t io n  th r o u g h ­
ou t th e  s t a t e  m u s t  e x i s t .  ’’A ll  ta x a b le  p r o p e r ty  in  th e  S ta te  b y  w h o m e v e r  
ow ned  m u s t  fo r  a d  v a lo r e m  ta x  p u r p o s e s  b e  taxed  u n i f o r m ly  a n d  e q u a lly  
a t  th e  s a m e  r a t e  a n d  th e  s a m e  r a t i o  o f  a s s e s s m e n t .  ” W e c a n n o t d e la y  
a n y  lo n g e r  s te p s  t h a t  m u s t  b e  ta k e n  to  a c h ie v e  u n i f o r m i ty  a m o n g  a l l  t a x ­
p a y e r s  in  o u r  S ta te  w h e th e r  c e n t r a l l y  o r  lo c a l ly  a s s e s s e d .

X a p p r e c ia te  y o u r  g iv in g  m e  th e  o p p o r tu n ity  to  m a k e  s o m e  c o m m e n ts  to  
y o u r  C o m m it te e  an d  I  s h a l l  b e  g la d  to  f u r t h e r  d i s c u s s  th i s  m a t t e r  w ith  you  
i f  you  so  d e s i r e .

a  S in c e r e ly ,

R o b e r t  C . W a sso n , C h a ir m a n  
S o u th  C a ro lin a , T a x  C o m m is s io n

R C W :m l

C o n f id e n tia l
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A ll real property and a l l  personal/tangibl«^ property sh a ll be subject to  

ad valorum taxes unless exempt by th is  Constitution or by law. A ll property 

subject to taxation sh a ll be treated uniformly throughout the State and a l lihall be treated uniformly t l

dMmaUnecLfrem^thw market 1assessments sh all be value. >The General Assembly 

ing ra tio s o f market 

upon a l l  property of the

may cLradifw property and provide for assessments of 

value i^ ra e  assessments sh a ll be/un-iforrQ/Ana eq 

same cI m i .

Exemptions from taxation may be granted only by general laws. Exemptions 

may be altered or repealed except those exempting rea l property and tWfigTTHe 

personal property used exclusively  for public purposes o f p o lit ic a l  e n t it ie s  

within the State and for re lig io u s , educational, or charitable purposes as 

defined by law and owned by a corporation or aaaociation organised or conducted 

exclusively for one or more such purposes and not operating for p ro fit .

(Property which may be exempt sh a ll not extend beyond the buildings and premises 

devoted to  a re lig io u s, educational, or charitable purpose.)
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Memo. No. 5

PROM:

C om m ittee on C o n s t i t u t i o n a l  R e v is io n  

R o b e rt H. S to u d e m ire , S t a f f  C o n s u l ta n t .

1 .  E n c lo sed  i s  W orking P a p e r  Number on F in a n c e  and  T a x a t io n .
T h is  s tu d y  was p re p a re d  by  D o c to r Jam es L a rso n  o f  th e  P o l i t i c a l  
S c ie n c e  D ep artm en t o f  th e  U n iv e r s i ty  o f  S o u th  C a r o l in a .  P le a s e  
n o te  t h a t  th e  in d e b te d n e s s  q u e s t io n  i s  c o n s id e r e d  i n  a s e p a r a te  
p a p e r .

2 . E n c lo se d  i s  W orking P ap e r Number 6 .  on Bonded In d e b te d n e s s  
p re p a re d  by th e  S t a f f  C o n s u l ta n t .

O c to b e r 2 ,  1967




