Hospitality Tax Questions and Answers

1. What is the Local Hospitality Tax?

The Local Hospitality Tax is a tax in the amount of two percent (2%) applied to
the total amount of the charge for prepared or modified foods and beverages
intended for immediate consumption and sold within the municipal limits of the

City of Tega Cay.

2. Where do I send the taxes collected under the 2% Hospitality Tax?
The taxes collected under the 2% Hospitality Tax should be sent to the following
address:

Hospitality Tax
City of Tega Cay
7725 Tega Cay Drive
Tega Cay, SC 29708

Do not send these revenues to the State of South Carolina as part of you normal
monthly reporting to the Department of Revenue.

3. What are the benefits of the Local Hospitality Tax?

The Local Hospitality Tax may fund the following projects: (1) the construction,
repair, and other capital-related needs of tourism-related buildings, including, but
not limited to, civic centers, coliseums, and aquariums; (2) the construction,
repair, and other capital-related needs of tourism-related facilities, including, but
not limited to, cultural, recreational, or historic facilities; (3) tourism related
beautification projects; (4) the construction, repair, and other capital-related needs
of highways, roads, streets, and bridges to serve tourism-related demand; (5)
advertisements and promotions related to tourism development; and (6) the
construction, repair, and other capital-related needs of water and sewer

- infrastructure to serve tourism-related demand.

4. What sales are subject to the Local Hospitality Tax?

All food, beverage, and alcohol sales in bars, restaurants, and other food
establishments are subject to the Local Hospitality Tax. Specifically, all food and
beverage items that are prepared or modified by convenience stores, grocery
stores, and other similar establishments, and that are intended for immediate
consumption, are subject to the Local Hospitality Tax. In establishments such as
arcades, amusements, and theaters, the sale of prepared or modified foods and
beverages such as fountain drinks, popcorn, and nachos, are subject to the Local
Hospitality Tax. Caterers are not subject to the 2% tax.

5. Who is responsible for collecting and remitting the Local Hospitality Tax?



The establishments providing the prepared or modified foods and beverages are
responsible for the collection of this tax from patrons and are liable to remit
collections to the City of Tega Cay.

6. How will the Local Hospitality Tax be remitted to the City of Tega Cay?
Each establishment providing such prepared or modified foods and beverages
must submit, each month, the City of Tega Cay's Local Hospitality Tax Reporting
Form to the City of Tega Cay. This form will require the establishment to
disclose its monthly gross proceeds from the sale of foods and beverages subject
to the Local Hospitality Tax, even if that amount is zero.

For those establishments which owe the City of Tega Cay an amount in excess of
fifty dollars ($50.00) per month, the establishment must remit the amount owed
on a monthly basis, along with the City of Tega Cay’s Local Hospitality Tax
Reporting Form. For those establishments which owe the City of Tega Cay an
amount between twenty-five dollars ($25.00) and $50.00 per month, the amount
must be remitted quarterly, by the twentieth day of each of the following months,
for the preceding quarter: January, April, July, and October. For those
establishments which owe the City of Tega Cay less than $25.00 per month, the
amount must be remitted annually, by the twentieth day of January, for the
preceding calendar year.

7. What if an establishment’s payment to the City of Tega Cay is late?
A penalty of five percent (5%) of the unpaid amount for each calendar month or

portion thereof shall apply.

8. Does the Local Hospitality Tax Act stipulate a business implementation

credit for start-up costs?
No, the Local Hospitality Tax Act makes no such provision.

9. What is the implementation schedule for the Hospitality Tax?

The fee would be implemented with following the schedule
First Reading of Ordinance April 06, 2006
Public Hearing and Second Reading of Ordinance May 04, 2006

Effective Date of Tax Collections January 02, 2008



10. How will the funds generated by the Hospitality Tax be allocated in
future budgets?

The allocation of funds will be designated each year during the budget process.
The City Manager will bring a recommendation to the City Council on how the
funds may be allocated during that process. City Council will consider that
recommendation and determine if any changes need to be made prior to the
adoption of the City budget.

11. How will the City conduct audits of the Hospitality Tax?
Any audits will be done in compliance with state law and will follow the same
procedures that are used under the business license ordinance.

12. Can the City Council establish a Hospitality Tax advisory committee?
State law makes no provision for an advisory committee. City Council may
choose to direct the City Manager to appoint an advisory committee that would
make recommendations to the City Manager. These recommendations would
then be incorporated as a part of the annual budget process and considered by City

Council at that time,

13. How do I calculate the taxes to be remitted to the City under the 2%
hospitality tax?

This is an example of how to calculate the new tax:

1. Total of all revenue for all foods and beverages prepared for

Immediate consumption $ 50,000
2. Multiply this number by 2% X .02

3. The result is the amount to be remitted to the
City of Tega Cay, not the S.C. Depariment of Revenue $§ 1,000
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The 2% hospitality tax is to be remitted to the City on a monthly basis, along with
the attached form, and is due by the 20th day of the month and should cover the
tax due for the previous month. :

If you have any questions regarding the collection procedures on this new hospitality tax,
please direct them to Assistant City Manager, Dora P. Perry at 803.548.3512, ext. 122.



CITY OF TEGA CAY

HOSPITALITY TAX REPORTING FORM

To calculate the 2% Hospitality Tax, please use the formula below:

1. Total of all revenue for all foods and beverages prepared for
immediate consumption S

2.  Multiply this number by 2% X .02

3. Amount to be remitted to the City of Tega Cay (not to
The S.C. Department of Revenue) S

4, Name of Business

5. Reporting Period:
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The 2% hospitality tax is to be remitted to the City on a monthly basis, along with the attached form, and
is due by the 20% day of the month following the reporting period. (Businesses collecting less than $50
per month may report quarterly)

Any tax not remitted by the 20™ day of the month is subject to a 5% penalty.

Please send your check made payable to the City of Tega Cay to:
Hospitality Tax
City of Tega Cay
7725 Tega Cay Drive
Tega Cay, SC 29708

Please reproduce this form as necessary and include it with your monthly/quarterly remittance to the City.



STATE OF SOUTH CAROLINA )
COUNTY OF YORK ) ORDINANCE No. 266

CITY OF TEGA CAY )
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TITLE

AN ORDINANCE PROVIDING FOR A LOCAL HOSPITALITY TAX
ON THE SALES OF PREPARED MEALS AND BEVERAGES

(EERE R RRRRERRERRRRRRERRERRRERERRERIERRERISESERENRRSRNSRERRRRSERENENERRENFSNENESDR)

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF TEGA CAY:

Section 1 Findings

After due study and deliberation, the City Council of the City of Tega Cay (“City Council”),
the governing body of the City of Tega Cay (the “City™), hereby finds and declares:

1. The promotion and development of tourism is important to the continued economic
growth of the City; to the continued development of retail shopping districts in the City; to the
continued growth and prosperity of restaurants, hotels and other hospitality providers in the City; and
to the ability of the City to attract cultural and entertainment events and activities, all of which
improve the quality of life for City residents.

2. In order to promote tourism in the City, the City will from time to time be required to
undertake the construction of tourism-related facilities and improvemsnts which will enhance the
beauty and attractiveness of the City, “and provide venues for entertainment, cultural, historic,
recreational and other tourist-related activities, which facilities and improvements will also enrich the
lives of City’s residents.

3. The cost of promoting the tourism industry and of constructing tourism-related
facilities and improvements should be apportioned equitably between the City’s residents and those
who visit the City as tourists and enjoy the speciel benefits the City provides them.

4, To allow municipalities to promote and support tourism more effectively, in 1997 the
South Carolina General Assembly adopted Act No. 138 of that year, now codified as Sections 6-1-
700 to 6-1-770 of the Code of Laws of South Carolina (the “Enabling Act”). The Enabling Act grants
municipalities direct: “statutory authorization to raise funds for the promotion of tourism through fees
imposed on the sales of prepared meals and beverages sold in establishments within the municipal

boundaries.

5. In order to raise funds to defray a portion of the added costs of promoting tourism in
the City, City Council finds that it is appropriate to impose a charge as permitted by the Enabling Act,
which will be used to pay costs related to (1) the provision of municipal services which serve visitors



or tourists in the City, and (2) capital projects which contribute to the tourism industry in the City
while also enriching the lives of the City’s residents.

6. Article X of the South Carolina Constitution governs the imposition and use of taxes
on real and personal property and licenses. While the General Assembly used the words “hospitality
tax” in the Enabling Act as a means by which to designate the charges imposed pursuant to its terms,
the City Council finds that the charges in question are not taxes as that term is used in Article X of the
Constitution, but instead are “fees.” It is the express intent and understanding of City Council that the
charges imposed pursuant to the provisions of this ordinance are “hospitality fees” not subject to the
limitations imposed by Article X of the Constitution on the imposition or use of taxes or licenses. As
such, the proceeds of the fees imposed hereunder may be pledged as a special source, as that term is
used by Article X, Section 14(2)(a) of the Constitution, for the payment of indebtedness incurred to
finance tourism-related facilities and improvements within the City.

Section2  Authority

This ordinance is enacted pursuant to the authority of Title 5, Code of Laws of South
Carolina (1976), including, without limitation, S.C. Code Ann. Section 5-7-10 (Supp. 1992), and 5.C.
Code Ann. Section 5-7-30 (Supp. 1992), which provide, in relevant part, that municipalities may
adopt all ordinances which appear necessary and proper for the security, geperal welfare and
convenience of the municipality and for the preservation of the general health, peace and order in the
municipality and further that municipalities may establish uniform service charges.

Section:3  Declaration of Purpose and Intent

This ordinance is enacted to preserve the general health, safety and welfare of the general
public and to promote the tourism industry within the City of Tega Cay, South Carolina, by imposing
a fee for the purpose of creating a fund which will be utilized for purposes enumerated in Section 6-1-
730 of the Code of Laws of South Carolina, 1976, and as the same may be amended.

Section4  Imposition
A fes equal to two percent (2%) is hereby imposed on the gross proceeds derived from:

The sale of prepared meals and beverages sold and is imposed on every person engaged in the
business of furnishing food and beverage services, whether dine in or take out, within the City of
Tepa Cay. In addition, the local hospitality tax shall be imposed on all food and beverages prepared
or modified by convenience stores, fast food service outlets, or grocery stores within the City of Tega
Cay.

Section 5  Public Hearing

Pursuant to the provisions of Section 6-1-330 of the Code of Laws of South Carolina, 1976,
as amended, a public hearing shall be held prior to the adoption of this ordinance. Notice of the
hearing, substantially s set forth in the form attached hereto as Exhibit A, shall be published in a
newspaper of general circulation prior to the hearing. All actions taken by the City Manager in
providing the required notice of said hearing are hereby approved and ratified.



Section 6  Payment of Fee

{(a) Payment of the fee established herein shall be the Hability of the consumer of the
services for items described in Section 4. The fee shall be paid at the time of
delivery of the services or items to which the fee applies and shall be collected by
the provider or seller of the service, services or items and shall be held in trust for
the benefit of the City until remitted as provided below.

(b) The fee collected by the seller or provider of services or items as required under
Section 4 shall be remitted to the City of Tega Cay as follows:

¢)) On a monthly basis when the estimated amount of average collections is
more than Fifty ($50.00) Dollars & month;

()] On a quarterly basis when the estimated amount of average collections is
between Twenty-five ($25.00) Dollars to Fifty ($50.00); and

3) On an annual basis when the amount of average collections is less than
Twenty-five ($25.00) dollars a month.

(¢) Total collections and required reports shall be submitted to the City of Tega Cay by
ﬂwaaw and shall cover sales for the previous month.
Paymien vered under thé provisions of Section 6(b)(2) shall be submitted

quarterly by the twentieth day of January, April, July and October for the previous
quarterly sales or annuaily by January 20th for the calendar year sales as provided in
Section 6(b)(3). Any collections not remitted by the above stated deadlines shall be
subject to a civil penalty of five percent (5%) of the unpaid amount for each
calendar month or portion thereof after the due date until paid. The failure to collect
from patrons the amount imposed by this article shall not relieve any establishment
subject to this article from making the required remittance,

(d) The failure of any vendor subject to this ordinance to remit to the City the tax
imposed by the provisions of this ordinance shall constitute a misdemeanor
punishable by a fine of not more than $500.00 or imprisonment for up to thirty (30)
days, or both. Each day of violation shall be considered a separate offense.
Punishment for violation shall not relieve the offender of liability for delinquent
amount, penalties, and costs provided for herein.

Section 7  Hospitality Fee Fund

A fund or an account, to be kmown as the City of Tega Cay Hospitality Fee Fund shall be
established, and all revenues received from the hospitality fee shall be deposited into this account.
The principal and any accrued interest from this account shall be expended only as permitted in
Section 8 below.




Section8  Permitted Uses of Funds

The City of Tega Cay, South Carolina is hereby authorized to utilize the funds collected from
the imposition of the hospitality fee for the purposes enumerated in Section 6-1-730 of the State Code
of Laws of South Carolina and as the same may be amended.

Section 9  Inspection and Audits

For the purpose of enforcing the provisions of this section the City’s City Manager or other
authorized agent of the City is empowered to enter upon the premises of any person subject to this
section to make inspection, examine and/or audit the books and records, and it shall be unlawful for
any person to fail or refuse to make available the necessary books and records. In the event that the
audit or inspection reveals that false information has been filed by the establishment, the cost of the
audit shall be added to the corrected amount due and late penalties in addition to other penalties
provided herein. Each day of failure to pay the proper fee shall copstitute a separate offense. The
city finance director, or other authorized agent of the City, sball make systematic inspections of the
businesses within the City to insure compliance with the section. Records of inspections and audits
shall not be deemed public records and shall not be released by the City.

Section 10  Authorization for Use

uthorization to utilize revenues from the City of Tega Cay Huspltahty Fee Fund shall be by
the adnual budget ordinance duly adopted by the City Council.

Section 11  Severability

If any section, phrase, sentence or portion of this article is for any reason held invalid or
unconstitutional by any court of competent jurisdiction, such section, phrase, sentence or portion shall
be deemed a separate, distinct, and independent provision and such holding shall not affect the
validity of the remaining sections, phrases, sentences, or portions thereof.

Section 12  Effective Date
This Ordinance shall become effective on January 2, 2008.

DONE AND RATIFIED this 4° day of May 2006, at Tega Cay, South Carolina.
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Mayor Bob Runde/
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Councilmember Les Conner

“Countilfiptfber Larry S. Hrper
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Councilmember Stephen T, Perkins

ATTEST:
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(Gr W. Duffield Z /
City Manager, City &f Tega Cay

First Reading: April 6, 2006

Second Reading: May 4, 2006



EXHIBIT A

CITY COUNCIL OF THE CITY OF TEGA CAY, SOUTH CAROLINA
NOTICE OF PUBLIC HEARING

NOTICE IS HEREBY GIVEN that the City Council of the City of Tega Cay (“City Council™),
the governing body of the City of Tega Cay, South Carolina (the “City™), at its meeting on May 4, 2006,
in its Council Chambers in the Tega Cay City Hall, Tega Cay, South Carolina, at 6:00 P.M., will conduct
a public hearing on the proposed adoption of an Ordinance entitled “An Ordinance Providing for a Local
Hospitality Tax on the Sales of Prepared Meals and Beverages” (“Ordinance No. 266™).

At the time and place fixed for said pilbli(:. héaring'a'll taxpayers, residents, and other interested
persons who appear will be given an opportunity to express their views for or against the adoption of
Ordinance No. 266. Interested persons should contact Grant W. Duffield, City Manager, at (803) 548-
3512,



