Chapter 23

Frequently Asked Questions

The following are some Frequently Asked Questions concerning the sales and use tax law. These
questions are listed under the following categories:

A. License and Registration

Filing Returns

Sales and Use Tax Rates

What is Subject to the Sales and Use Tax?
Government

Churches and Other Nonprofit Organizations

Internet Sales and Purchases
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Construction
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Medicine and Medical Supplies
Farmers
Maximum Tax
. Administrative
Refunds
Penalties and Interest
Local Taxes
Food
Resale and Exemption Certificates

Other
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Accommodations

The answers to these questions were written in a non-technical manner, and if you have further
questions, please contact either the Department of Revenue or your tax professional. However,
where deemed necessary, the answer is footnoted to reference code sections, regulations or
advisory opinions that may help the reader better understand the issue.
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A. License and Registration

1.

Who needs a retail license or a use tax registration?

A retail license is required of every person in the business of selling or auctioning tangible
personal property at retail, whether owned by the person or others, including persons
operating as a marketplace facilitator as defined in Code Section 12-36-71. Out-of-state
retailers who have physical presence nexus or economic presence nexus (i.e., remote
sellers) with South Carolina are required to obtain a retail license. A license must be
obtained for each location of a business selling tangible personal property at retail. (Since
the sales tax law applies to certain services, a retail license is required for each location
selling at retail any service specifically subject to the sales tax.) Remote sellers who meet
the economic nexus requirements in SC Revenue Ruling #18-14 must also obtain a retail
license.

A use tax registration is required of any business or nonprofit organization that is not
licensed as a retailer and that regularly purchases tangible personal property for its own use
from outside the state (not for resale) upon which the South Carolina sales or use tax has
not been collected from the purchaser. (Since the use tax law applies to certain services, a
use tax registration is required of any business or nonprofit organization that is not licensed
as a retailer and that regularly purchases such a service for its own use from outside the
state (not for resale) upon which the South Carolina sales or use tax has not been collected
from the purchaser.)

Note: Retailers do not need to obtain a separate use tax registration since the sales tax
return provides them the opportunity to remit the use tax on any property or service
purchased for their own use (not for resale).

How do I obtain a retail license?
A retail license may be obtained by mail, online or in person.

To obtain a license by mail, complete Form SCDOR-111 or SCDOR-111 RS (for remote
sellers) and mail the application, along with $50.00, to:

SC Department of Revenue
Registration Section
Columbia, SC 29214-0140

To obtain a license online, go to the Department’s website (dor.sc.gov) and click on
MyDORWAY.
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What is the cost of a retail license and how long is it valid? Do I need to renew it every
year?

The cost of each retail license is $50.00, and the license is valid as long as the same retailer
continues to operate the business at that location (unless revoked by the Department). If
ownership of the business changes the retail license is no longer valid and the new owner
must obtain a new retail license.

Do I need a retail license for each location of my retail business? Can I use one license
at multiple locations?

A license is required for each location of the business.
If I move my business to a new location, do I need to purchase a new retail license?

If a retailer closes a location so as to move the business to a new location, the retailer does
not need to purchase a new license. However, the retailer must turn the license over to the
Department and provide the information as to the new location so the Department can issue
a license with the new address of the business.

What qualifications do I have to meet to apply for and obtain a retail license?

To obtain a retail license, a person (a) must be engaged in the business of selling tangible
personal property, or one of the specifically taxed services, at retail; (b) must complete an
application; (c) must remit the $50.00 fee with the application; and (d) must not have any
outstanding tax liabilities of any kind with the Department.

Why can’t I transfer my retail license from my name to the new owner’s name
without paying another $50?

Since the sales and use tax law specifically states that a retail license is not transferable or
assignable, a retail license may not be transferred to another person when a business is sold.

Why can’t I keep a retail license in case I “later on” decide to have a business?

Since a retail license may only be issued to a person engaged in the business of selling
tangible personal property, or one of the specifically taxed services, at retail, a person who
is no longer in that business must surrender the retail license to the Department
immediately upon closing the business.

Where and what can I sell with this retail license?

A retail license is only valid for the one specific location; however, the Department also
issues (i) a transient license to a business that does not have a permanent location in South
Carolina but only operates at one location at a time and (i1) an artist or craftsman license
that may only be used at one location at a time.
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10.

11.

12.

13.

14.

A retail license is for the purpose of selling as a business tangible personal property, or one
of the specifically taxed services, at retail. For example, if a clothing store owner expands
to begin selling furniture at the same location, a new retail license is not needed since both
clothing and furniture are tangible personal property and the location where the sales take
place has not changed.

Do I have to have a retail license for flea market sales even if the items to be sold are
used items?

If you sell at flea markets only once a quarter, you do not need a retail license unless
making retail sales at flea markets is a regular business in which you are engaged.

Do I have to have a license for a yard sale at my house?

If you conduct a yard sale only once a quarter, you do not need a retail license unless
conducting yard sales is a regular business in which you are engaged.

What do I need to sell beer and wine?

Since beer and wine are tangible personal property, a person selling beer and wine at retail
must have a retail license. In addition, the person must also obtain a beer and wine permit

from the Department and may need to obtain permits or licenses from other state agencies
and local governments.

I have a business that is 95% service. Why do I need to purchase a retail license for
the small amount of product that I do sell? Is it not legal to just pay the sales tax on
those items when purchased from the vendor and be done with it?

If a business is engaged in selling tangible personal property at retail, even if it is a small
part of the overall business, the business must obtain a retail license and remit the sales tax
on those sales. For example, if 95% of a hair salon’s business is the result of the non-
taxable service of cutting and styling hair and only 5% is from the sale of hair care
products, the salon must still obtain a retail license and remit the sales tax on its sale of the
hair care products.

I’m a contractor, how can I qualify to get a retail license?

A contractor provides a service and is considered the user or consumer of the building
material the contractor buys to provide this construction service. Therefore, a contractor is
not entitled to obtain a retail license unless the contractor has a “second” business of
regularly selling tangible personal property at retail.

For example, a plumbing business that only contracts to provide the plumbing
improvements to a general contractor of residential homes is not entitled to a retail license.
However, if this plumbing business also operates a retail plumbing supply store, then it will
need a retail license for the store.
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15. IfI am a landscaper, do I need a retail license?

A landscaper is a contractor that provides a service and is considered the user or consumer
of the plants and other supplies the landscaper buys to provide this service. Therefore, a
landscaper is not entitled to obtain a retail license unless the landscaper has a “second”
business of regularly selling tangible personal property (plants, grass sod, etc.) at retail.

For example, a landscaper that only contracts to provide landscaping improvements to a
general contractor of residential homes is not entitled to a retail license. However, if this
landscaper also operates a retail nursery or rents indoor, potted plants, then it will need a
retail license for the nursery or rental business.

16. If I’m located in North Carolina and purchase products from a South Carolina
vendor for resale and request that the product be shipped to my South Carolina
customer, do I need a South Carolina license to purchase items to resell — I do not
have a business in South Carolina?

If you have either physical presence nexus or economic presence nexus with South
Carolina, then you must obtain a retail license. If you do not obtain a retail license and
collect and remit the sales or use tax, however, your South Carolina customer is liable for
the use tax on any purchase at retail.

Physical presence includes, but is not limited to:

1. Out-of-state seller maintains, either directly or by subsidiary, an office, distribution
house, warehouse, other place of business, or property in South Carolina.

2. Out-of-state seller has an agent, salesman, representative, independent contractor, or
employee operating in South Carolina, either permanently or temporarily.

3. Out-of-state seller installs the property it sells in South Carolina.

4. Out-of-state seller regularly engages in any activity in connection with the lease or
rental or servicing of property located in South Carolina.

5. Out-of-state seller delivers product to South Carolina customers in company vehicles.
Economic presence nexus is established if a business exceeds $100,000 of gross revenue
from sales into South Carolina in either the current or prior calendar year. See Chapter 13
of this manual and SC Revenue Ruling #18-14 for more information on nexus.

17. If I publish a booklet to be given away free (similar to the one used to sell houses and
cars) to advertise different businesses and their products, do I need a retail license to

collect and pay sales tax?

No. Since you are not selling the booklet, you do not need a retail license (provided you are
not selling any other tangible personal property).
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18.

19.

2.

If I do not make retail sales, but I need to remit the use tax on my out-of-state
purchases, do I need a retail license?

No. You would only need to register to remit the use tax. There is no charge for a use tax
registration. For individuals, use tax may be reported and remitted on the South Carolina
Individual Income Tax Return (Form SC 1040) or by filing a Use Tax Payment Return
(Form SC UT-3). See SC Revenue Ruling #18-9 for more information on use tax for
individuals, businesses, and nonprofits.

Do I need a retail license if I provide a service?

If the service you are providing is not one of the specifically taxed services under the sales
and use tax, then you would not need a retail license.

If the service you are providing is one of the specifically taxed services under the sales and
use tax, then you would need a retail license.

Filing Returns
When are sales and use tax returns due?

Sales and use tax returns are due by the 20™ of the month following the end of the month,
calendar quarter or year, depending on the seller’s filing period.

For monthly filers (who constitute the vast majority of filers), the return is due on the
20" of the month following the month in which the sales occurred. For example, for
sales that occur in March, the March return must be filed by April 20™.

For calendar quarter filers, the return is due on the 20" of the month following the
end of the calendar quarter in which the sales occurred. For example, for sales that
occur in the July through September calendar quarter, the quarterly return must be filed
by October 20,

For calendar year filers, the return is due on the 20™ of the month following the end of
the calendar year in which the sales occurred. For example, for sales that occur in the
2020 calendar year, the calendar year return must be filed by January 20, 2021.

Can I file quarterly or annually instead of monthly?

Yes, provided certain requirements are met and filing on a quarterly or annual basis has
been approved by the Department.
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3. How do I determine if I can file a use tax return monthly, quarterly, or yearly?

To determine if you are eligible to file quarterly or annually, please contact to the
Department’s Licenses and Registration Section or one of the Department’s Taxpayer
Service Centers. Generally, if the total tax due (state and local) on any return does not
exceed $100.00 for any month, a quarterly return may be filed provided it has been
approved by the Department.

4. Do I need to file a return if I don’t make any sales for a particular filing period (e.g.,
month, quarter)?

Yes.
5. Can| file my return online?

Yes. To file online, visit the Department’s website at dor.sc.gov and click on
MyDORWAY for information about filing a sales and use tax return online.

6.  When is the sale complete?

A sale is complete, or has occurred, when the seller has delivered the tangible personal
property to the customer and the customer has paid or has a binding obligation to pay.

For example, if a customer pays the retailer for a product on October 30th, but the product
will not be delivered to the customer by the retailer until November 4th, the sale has
occurred in November and should be reported on the retailer’s November sales and use tax
return.

7.  What form or forms do I use to file my sales and use tax return?
Most taxpayers who are liable for the state and local taxes that are administered and

collected by the Department must file Form ST-3. However, the type of form used depends
on the taxpayer’s business. The following forms are used depending on the taxpayer’s

business:
Type Form Number Local Form Number
Retail ST-3 ST-389
Accommodations ST-388 ST-389, ST-3T
Aviation Gasoline ST-403 ST-389
Maximum Tax ST-455 ST-389, ST-593
Individual Use Tax UT-3/UT-3W No local form required
Casual Excise/Use Tax ST-236 No local form required
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Note: With respect to local sales and use tax that is administered and collected by the
Department, retailers who are located in a county that does not impose a local sales and use
tax and do not make deliveries into other counties that do impose a local sales and use tax,
do not need to file the ST-389 with the state form.

Retailers that are either located in a county that does impose a local sales and use tax or
that make deliveries into counties that do impose a local sales and use tax for which they
are responsible for remitting to the Department, must file the ST-389 with the state form.
See Chapter 12 and SC Revenue Ruling #18-15 for information on a retailer’s
responsibilities for remitting local sales and use taxes.

8. IfI am required to file the local tax form (ST-389), do I have to send all 3 pages of the
local tax form, the ST-389?

Yes.

9.  Why are the local option forms (ST-389) so complicated? Local option forms are very
difficult for some people with small or home-based businesses.

The local sales and use tax form, the ST-389, has admittedly become complicated as a
result of the various new local taxes that have been authorized over the years.

In addition, while these local taxes are similar, they do not necessarily have the same tax
base. This further complicates the form.

10. Does South Carolina allow a discount for a timely filed return? How is the timely filed
discount calculated?

South Carolina will allow a discount for timely filing a sales and use tax return, provided
the taxes due on the return are paid in full and by the due date. The discount is calculated
based on the total taxes (state and local) due with the return.

For returns showing a total tax due (state and local) of less than $100.00, the discount is 3%
of the total tax due. For example, if a return shows a total tax due (state and local) of
$80.00, the discount allowed for that return is $2.40 ($80.00 x 3%) and the retailer would
remit a total payment of $77.60 ($80.00 - $2.40) with that return.

For returns showing a total tax due (state and local) of $100.00 or more, the discount is 2%
of the total tax due. For example, if a return shows a total tax due (state and local) of
$200.00, the discount allowed for that return is $4.00 ($200.00 x 2%) and the retailer would
remit a total payment of $196.00 ($200.00 - $4.00) with that return.

However, in no event may a taxpayer (regardless of the number of retail locations the
taxpayer has in the state), receive a discount in excess of $3,000 during any one state fiscal
year (returns filed from July 1st though the following June 30th). This would be the June
return filed in July through the May return filed in the following June. For taxpayers who
file electronically, the discount maximum for a state fiscal year is $3,100 instead of $3,000.
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In addition, out-of-state taxpayers who cannot be required to file a sales and use tax return
due to a lack of nexus with South Carolina, but who do so voluntarily, may also qualify for
a discount.

11. What are the deductions that I can take on the worksheet on the return?

Deductions are the exclusions and the exemptions authorized under the sales and use tax
law.

Exclusions: While there are several exclusions authorized in the law, the primary
exclusions are “sales for resale” — which are also referred to as “wholesale sales.” “Sales
for resale” are items sold by a wholesaler or retailer that are not sold to the ultimate user or
consumer under the sales and use tax law, but are sold to another wholesaler or retailer who
will in turn sell it. The presentation of a resale certificate (Form ST-8A) by a purchaser will
relieve the seller of liability for the sales tax and switch the liability to the purchaser,
provided (a) the resale certificate presented to the seller by the purchaser contains all the
information required by the Department and has been fully and properly completed; (b) the
seller did not fraudulently fail to collect or remit the tax, or both; and (c) the seller did not
solicit a purchaser to participate in an unlawful claim that a sale was for resale.

For example, if Seller A, a new boat retailer, sells a used boat that he accepted as a trade-in
to Seller B, a used boat retailer, the sale of the used boat from Seller A to Seller B is a sale
for resale by Seller A. Seller A would report the sale on his tax return as part of his total
sales and then take a deduction for it as a sale for resale.
By taking a deduction, Seller A would not pay tax on the sale since it was not a retail sale
but a wholesale sale (sale for resale). Seller B would remit the tax on the used boat if and
when he sells it to the ultimate consumer.
Exemptions: Exemptions are retail sales that have been specifically exempted from the tax
by the General Assembly. Most of the exemptions from the sales and use tax can be found
in South Carolina Code §12-36-2120. Examples of sales exempt from the sales and use tax
under this section include but are not limited to:

m Sales to the federal government

m Sales of textbooks for use in a course of study in K through 12 as well as colleges

m Sales of livestock

m Sales of unprepared foods

m Sales of certain farm machinery

m Sales of certain manufacturing machines

m Sales of gasoline and diesel fuel subject to the state motor fuel user fee
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m Sales of prescription medicine sold by prescriptions
m Sales exempt during the Sales Tax Holiday in August

For example, if Seller X sold office supplies to the federal government, then Seller X
would report the sale on his tax return as part of his total sales and then take a deduction for
it as an exempt retail sale to the federal government. By taking a deduction, Seller A would
not pay tax on the sale since it was is an exempt retail sale.

A sale must fall squarely within the requirements of an exemption in order for the
exemption to apply. Therefore, please review the wording of the exemptions in South
Carolina Code §12-36-2120 carefully.

12. Can I merely report my taxable sales or must I report all sales and then report and
deduct the applicable exclusions and exemption using the worksheet on page 2 of the
return?

You must report all sales on the worksheet, report and deduct the applicable exclusions and
exemptions on the worksheet, calculate the “net taxable sales” (all sales + all withdrawals
for use + all out-of-state purchases subject to the use tax - applicable deductions) and remit
the tax based upon your net taxable sales.

13. What is a sale for resale?

A “sale for resale” is a non-taxable wholesale sale. When a wholesaler or retailer makes a
“sale for resale” the wholesaler or retailer is selling the item to another wholesaler or
retailer who will in turn sell the item to another person — either another seller or to the
ultimate consumer.

The presentation of a resale certificate (Form ST-8A) by a purchaser will relieve the seller
of liability for the sales tax and switch the liability to the purchaser, provided (a) the resale
certificate presented to the seller by the purchaser contains all the information required by
the Department and has been fully and properly completed; (b) the seller did not
fraudulently fail to collect or remit the tax, or both; and (c) the seller did not solicit a
purchaser to participate in an unlawful claim that a sale was for resale.

14. IfI am a retailer and I don’t have the money to pay the sales tax due, what should I
do?

First of all, it is important that you file your return on time and remit the tax due with the
return. However, if you are unable to remit the tax due with the return, it is important that
you file your return on time. Separate penalties are imposed for failure to file a return on
time and failure to remit taxes on time. By filing your return on time, you can avoid the
failure to file penalties. The Department will then assess you for the tax due, plus penalties
and interest. However, the sooner you remit the tax due the less penalties and interest you
will owe.
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15. If a retailer sells a computer and it is returned the next month, is the retailer entitled
to a refund for the taxes paid?

If the retailer refunds the buyer the full sales price, no tax is due on the original sale so the
retailer is entitled to a refund.

If the retailer does not refund the buyer the full sales price (keeping any portion as a
restocking fee, handling fee, or for any other reason), the original sale is still valid and the
retailer is not entitled to a refund.

16. Are “additional guest charges” at hotels and other places that furnish
accommodations subject to the tax?

Yes. The sales tax is imposed upon charges and rentals for accommodations and
“additional guest charges.” The term “additional guest charge” means an amount which is
added to the guest’s room charge for room service, laundering and dry cleaning services,
in-room movies, telephone service, and rentals of meeting rooms.

Charges for rooms, lodgings and accommodations are taxed at 7%, while other charges for
room service, laundering and dry cleaning services, in-room movies, telephone service,
and rentals of meeting rooms provided at the hotel, when over and above the services
customarily provided with the room, are taxed at 6% as an “additional guest charge.”

It should therefore be noted that the determination as to what services, if any, are over and
above the services customarily provided with the room must be based on all of the facts
and circumstances.

For more detailed information on “additional guest charges,” see SC Revenue Ruling #14-5
and South Carolina Revenue Ruling #14-7.

17. Can the Department identify retailers that will only make sales in their county and
streamline the sales tax returns for such retailers? In other words, can the
Department eliminate the several pages of the local tax form (ST-389) that would not
apply to such retailers?

Since the Department does not know when a retailer will deliver items into other counties,
the Department cannot specifically identify such retailers and issue them a streamlined
sales tax form that eliminates or reduces the local tax form.

18. How do you fill out the sales tax return?
Since there are several different sales tax returns, depending on the retailer’s business, and
local sales and use taxes, it is not possible to provide a step-by-step discussion on how to

complete a sales and use tax return. However, two sources provided by the Department
should assist retailers in completing a return.
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First, the instructions for the sales and use tax returns provide detailed information
concerning the completion of a return.

Second, the Department conducts free workshops throughout the year that explain how to
complete a sales and use tax return. These workshops provide retailers the opportunity to
ask questions they may have concerning the return. The information as to these free
workshops can be found on the Department’s website.

However, retailers should remember the following when completing a sales and use tax
return:

(1) Report all sales (taxable and non-taxable) on the worksheet on page 2 of the return,
report and deduct the applicable exclusions and exemptions on the worksheet,
calculate the “net taxable sales” (all sales + all withdrawals for use + all out-of-state
purchases subject to the use tax - applicable deductions) and remit the tax based
upon your net taxable sales.

(2) Always make sure you are using the correct pre-printed return for the tax period.
For example, make sure you use the May pre-printed return for May sales.

(3) Do not calculate the discount for timely filing and pay based on your total sales.
The discount is calculated based on the total taxes (state and local) due.

(4) Ifyou are a new retailer and plan to seek help from one of our employees in
completing your sales and use tax, always bring the pre-printed forms to the
meeting.

(5) Keep complete and accurate records. This is always helpful in completing your
return.

(6) Always make sure you place enough postage on the envelope when mailing your
return.

19. When do I have to collect local sales and use taxes?

Retailers who have nexus with South Carolina (either physical or economic nexus) have
nexus with all local jurisdictions in South Carolina for local sales and use tax purposes and
must collect and remit to the Department local sales and use tax for each jurisdiction where
their products are delivered. See SC Revenue Ruling #18-15 for more information on local
sales and use tax collection and remittance requirements.

20. What form do you use to amend a return for sales tax?
A retailer can use the tax return forms (e.g., ST-3, ST-389) the retailer normally uses to file

and remit sales and use taxes and check the “Amended Return” checkbox on the top of the
form.
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21.

22.

Can you take a credit for overpayment of tax on the next month’s return?
No. In order to recover the overpayment, the retailer will need to file a refund claim.

How does a retailer apply for a refund if the retailer overpaid tax on a previous sales
tax return (e.g., ST-3)?

For sales tax, the taxpayer is the retailer and only the retailer may apply for and receive the
refund. However, a purchaser who has paid sales tax to a retailer for a specific transaction
may claim a refund if the retailer who paid the sales tax to the Department has assigned, in
writing, the right to a refund of that sales tax to the purchaser. For use tax, the taxpayer is
the purchaser and only the purchaser may apply for and receive the refund. However, a
retailer who collects the use tax from the purchaser and remits the use tax to the
Department may claim a refund of the use tax collected, but only if the retailer establishes
that he has paid the use tax in question to the Department and either (1) repaid the use tax
to the purchaser from whom he collected it or (2) obtained the written consent of the
purchaser from whom he collected the use tax to the allowance of the refund.

A taxpayer who is legally liable for the tax may seek a refund of a state tax by filing a
written claim for refund with the department. A claim for refund is timely filed if filed
within three years.
The refund claim must specify:

(1) the name, address, and telephone number of the taxpayer;

(2) the appropriate taxpayer identification number or numbers;

(3) the tax period or date for which the tax was paid;

(4) the nature and kind of tax paid,

(5) the amount which the taxpayer claims was erroneously paid;

(6) a statement of facts supporting the taxpayer’s position;

(7) a statement outlining the reasons for the claim, including law or other authority upon
which the taxpayer relies; and

(8) other relevant information that the department may reasonably require.
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C.

1.

Sales and Use Tax Rates

What is the state sales and use tax rate?

South Carolina imposes the following state tax rates under the sales and use tax law:

General Sales and Use Tax Rate: 6%

Accommodations Tax Rate: 7%

900 and 976 Tax Rate: 11%

Manufactured Home 5% + 2% for amounts over $6,000'
Maximum Tax Items 5% (Maximum Tax: $500 or $300)?
Sales to Persons 85 and Older 5%

In addition, the sales tax due on the sale in South Carolina to a nonresident of a motor
vehicle, trailer, semitrailer, or pole trailer that is to be registered and licensed in the
nonresident purchaser’s state of residence is the lesser of (a) the sales tax which would be
imposed on the sale in the purchaser’s state of residence or (b) the tax that would be
imposed under South Carolina law. No sales tax is due in South Carolina if a nonresident
purchaser cannot receive a credit in his resident state for sales tax paid to South Carolina.

What are the local sales and use tax rates?
South Carolina allows the imposition of various types of local sales and use taxes. A

county may impose one or several local sales and use taxes. For a list of counties imposing
these local sales and use taxes, visit the Department’s website (dor.sc.gov).

What is Subject to the Sales and Use Tax?
What sales or transactions are subject to the sales and use tax?

The sales tax is imposed on the sales at retail of tangible personal property and certain
services. The use tax is imposed on the storage, use or consumption of tangible personal

!'If the manufactured home meets certain energy efficiency standards, the 5% tax is capped at $300 under the
maximum tax provisions of SC Code §12-36-2110 and the 2% tax on amounts over $6,000 does not apply.
However, if a manufactured home that is sold anytime from July 1, 2009 through June 30, 2024, meets or exceeds
certain other energy saving efficiency requirements, or ENERGY STAR requirements, of the United States
Environmental Protection Agency and the United States Department of Energy, then the sale of the manufactured
home is exempt.

2 Unless otherwise exempt (see, €.g., SC Code §12-36-2120(83)), a $500 maximum tax applies to sales of aircraft
(including unassembled aircraft which is to be assembled by the purchaser), motor vehicles, motorcycles, boats,
watercraft motors (effective Julyl, 2022), trailers and semitrailers that can only be pulled by a truck tractor, horse
trailers, fire safety education trailers, recreational vehicles (including tent campers, travel trailers, park models, park
trailers, motor homes, and fifth wheels), and self-propelled light construction equipment limited to a maximum 160
net engine horsepower. A $300 maximum tax applies to sales of certain musical instruments and office equipment to
religious organizations exempt under IRC §501(c)(3).
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property and certain services when purchased at retail from outside the state for storage,
use or consumption in South Carolina. There are also special imposition sections that tax
the fair market value of tangible personal property when used, stored or consumed by its
manufacturer and a special imposition section that taxes transient construction property
brought into South Carolina.

2.  Are any services or intangibles subject to the sales and use tax?

The services and intangibles subject to the sales and use tax are:

Furnishing of Accommodations (the state rate for this service is 7%)

Dry Cleaning and Laundering Services

Electricity

Communication Services including, but not limited to:

*

Telephone services (not specifically exempted under SC Code §12-36-2120(11)),
including telephone services provided via the traditional circuit-committed
protocols of the public switched telephone network (PSTN), a wireless
transmission system, a voice over Internet protocol ("VoIP"), or any of other
method

Teleconferencing Services

Paging Services

Automated Answering Services

Cable Television Services

Satellite Programming Services and Other Programming Transmission Services
(includes, but is not limited to, emergency communication services and television,
radio, music or other programming services)

Fax Transmission Services

Voice Mail Messaging Services

E-Mail Services

Electronic Filing of Tax Returns when the return is electronically filed by a
person who did not prepare the tax return
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*  Database Access Transmission Services (On-Line Information Services), such as
legal research services, credit reporting/research services, charges to access an
individual website (including Application Service Providers), etc. (not including
computer database information services provided by a cooperative service when
the database information has been assembled by and for the exclusive use of the
members of the cooperative service)

*  Streaming services for television programs, movies, music, and other similar
content

* Cloud-Based Services for Processing and Routing Telephone Calls within a
Customer’s Telephone System

*  Prepaid Wireless Calling Arrangements (sale or recharge at retail) as defined in
SC Code §12-36-910(B)(5) (For information on prepaid telephone calling cards
that do not come within the definition of prepaid wireless calling arrangements,
see Revenue Ruling #04-4.)

*900/976 Telephone Service (the state tax rate on this type of communication
service is 11%, not 6%)

3. Arerentals or leases subject to the sales and use tax?

Yes. Any rental or lease of tangible personal property, or a taxable service, at retail is
subject to the tax.

The sales and use tax law defines the term “sale” to includes rentals, leases, licenses to use,
or any other agreement.

4. Are consignment sales subject to the tax and who is responsible for consignment sales
taxes?

Consignment sales, including sales by marketplace facilitators, are subject to the sales and
use tax. The retailer selling the items on consignment is the person responsible for
remitting the tax on the consignment sale. For example, Individual X makes handmade
jewelry and has an agreement with Z Store to place the jewelry in the store for sale by the
store. Z Store is the retailer and is responsible for remitting the tax on these sales, even
though Z does not own the jewelry in the store for sale by the store. Z Store is the retailer
and is responsible for remitting the tax on these sales, even though Z does not own the
jewelry.
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5.  Are delivery charges by whatever name (e.g., freight, shipping, transportation, etc.)
subject to the sales and use tax? Who is responsible for delivery charges?

When a retailer sells tangible personal property at retail and charges the customer a
delivery charge for delivery via the retailers own trucks, then the delivery charge is
considered part of the tax base upon which the tax is calculated and subject to the sales and
use tax.

When a retailer sells tangible personal property at retail and charges the customer a
delivery charge for delivery via a common carrier and the delivery terms are FOB
Destination, then the delivery charge is considered part of the tax base upon which the tax
is calculated and subject to the sales and use tax.

When a retailer sells tangible personal property at retail and charges the customer a
delivery charge for delivery via a common carrier and the delivery terms are FOB Shipping
Point, then the delivery charge is not considered part of the tax base upon which the tax is
calculated and is not subject to the sales and use tax.

When a retailer sells tangible personal property at retail and charges the customer a
delivery charge for delivery via a common carrier and the delivery terms are not specified,
then the delivery charge is considered part of the tax base upon which the tax is calculated
and subject to the sales and use tax.

However, in no event may a seller deduct costs of bringing property to his place of business
or costs of delivering property from factory to his customer when such factory-to-customer
transportation is paid by the seller either to a transportation company, the manufacturer, or
by way of credit to his customer for transportation costs paid by the customer and deducted
from seller's invoice.

Note: If the retailer sells tangible personal property at retail and the sale qualifies for an
exemption, then the entire tax base upon which the tax is calculated (including any delivery
charges associated with the exempt sale) is exempt. See SC Regulation 117-310 and SC
Revenue Ruling #19-9.

6.  Are late fees subject to the sales and use tax?

When a retailer sells tangible personal property or a taxable service at retail and the
customer is charged a late fee associated with the sale, then the charge is considered part of
the tax base upon which the tax is calculated and subject to the sales and use tax, unless the
late fee is one charged a customer with respect to a late payment of a bill for electricity or
natural gas, or both. In the case of a late fee charged a customer with respect to a late
payment of a bill for electricity or natural gas, or both, the charge for the electricity or
natural gas, or both is subject to the tax but the late fee is not subject to the tax.

Note: If the retailer sells tangible personal property or a taxable service at retail and the sale

qualifies for an exemption, then the entire tax base upon which the tax is calculated
(including any late fee charges associated with the exempt sale) is exempt.
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7.  Are installation charges subject to the sales and use tax?

When a retailer sells tangible personal property at retail and the customer is charged an
installation fee associated with the sale, the installation charge is not subject to the sales
and use tax provided it is separately stated on the bill to the customer and the installation
charge is reasonable based on the books and records of the retailer.

If the installation charge is not separately stated on the bill to the customer or the
installation charge is not reasonable based on the books and records of the retailer, then the
installation charge is considered part of the tax base upon which the tax is calculated and
subject to the sales and use tax.

Note: If the retailer sells tangible personal property at retail and the sale qualifies for an
exemption, then the entire tax base upon which the tax is calculated (including any
installation charge associated with the exempt sale) is exempt.

8.  Are set up charges (e.g., screen printers, personalized items, etc.) subject to the sales
and use tax?

When the “true object” of a transaction is the retail sale of tangible personal property or a
taxable service and the customer is charged a set-up fee (e.g., screen printers, personalized
items, etc.) associated with the sale, then the charge is considered part of the tax base upon
which the tax is calculated and subject to the sales and use tax.

Note: If the retailer sells tangible personal property or a taxable service at retail and the sale
qualifies for an exemption, then the entire tax base upon which the tax is calculated
(including any set-up fee associated with the exempt sale) is exempt.

9. Is the sale of food subject to the sales and use tax?

Yes. The sale of food is subject to the sales and use tax; however, the sales and use tax law
provides exemptions for the sale of certain foods, including but not limited to:

(a) meals provided to elderly or disabled persons at home by nonprofit organizations.

(b) food sold to nonprofit organizations or food sold or donated by the nonprofit
organization to another nonprofit organization.

(c) meals or foodstuffs prepared or packaged that are sold to public or nonprofit
organizations for congregate or in-home service to the homeless or needy or disabled
adults over 18 or individuals over 60. This exemption only applies to meals and
foodstuffs eligible for purchase under the USDA food stamp program.

(d) unprepared food that lawfully may be purchased with United States Department of
Agriculture food coupons. This exemption does not apply to local taxes unless the
local tax specifically exempts the sale of such food. Important: See SC Regulation
117-337 for details about what sales do or do not qualify for this exemption.

November 2022 Chapter 23, Page 18



10. Are charges for warranty contracts subject to the sales and use tax?

Warranty Contracts sold in conjunction with the sale of the tangible personal property are
subject to the sales and use tax unless the sale of the tangible personal property is exempt
from the tax.

Note: With limited exceptions, effective September 1, 2011, the sales and use tax will no
longer apply to a warranty contract purchased after the tangible personal property is
purchased.

11. Is canned software subject to the sales and use tax?

Canned software sold and delivered by tangible means (e.g., tape, disk) is subject to the
sales and use tax.

Canned software sold and delivered by electronic means via a modem and telephone from a
remote location is not subject to the sales and use tax, provided no part of the software,
including back-up diskettes and tapes, is delivered by tangible means.

12. Is custom software subject to the sales and use tax?

Custom software sold and delivered by tangible means (e.g., tape, disk) is subject to the
sales and use tax.

Custom software sold and delivered by electronic means via a modem and telephone from
a remote location is not subject to the sales and use tax, provided no part of the software,
including back-up diskettes and tapes, is delivered by tangible means.

13. Is software sold via an Application Service Provider (ASP) model subject to sales and
use tax?

Software delivered via an Application Service Provider, whereby the seller maintains the
software on a website and the purchaser pays to access the software on that website, is
subject to the sales and use tax.

For more information, see SC Revenue Ruling #03-5 as well as Section D, Question #2, of
this Chapter.

14. T’m located in Ohio and purchase products from a manufacturer not located in South
Carolina. The manufacturer is registered with South Carolina to collect sales tax and
is charging me South Carolina sales tax. Do I have to pay South Carolina sales tax to
the manufacturer?

If the manufacturer is delivering the product to you in Ohio, then the South Carolina sales

and use tax would not apply. If the product is being delivered to a location in South
Carolina, then the South Carolina sales and use tax would apply.
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15. Are valet laundry services at a hotel subject to the sales and use tax?

Sales of laundry and drycleaning valet services by a hotel to its guest are subject to the
sales tax and are taxed at the rate of 6%, plus any applicable local sales and use taxes.

16. If a customer comes to my store, purchases an item and has me ship the item by mail,
common carrier or by a company truck to another person out-of-state, is that sale
subject to the sales tax?

No.

17. 1If a customer purchases an item at my store and the customer intends to personally
ship the item to another person out-of-state by mail or common carrier, is that sale
subject to the sales tax?

Yes.

E. Government
1.  Are sales to the government subject to the sales and use tax?

Sales to the federal government of tangible personal property or taxable services are not
subject to the sales and use tax.

Sales to the State, counties, municipalities, and other local political subdivisions (e.g.,
schools, sheriff offices, municipal housing authorities, welfare agencies) of tangible
personal property or taxable services are subject to the sales and use tax, unless such sales
are otherwise exempt.

2.  Are sales by the government subject to the sales and use tax?

Sales by the federal government of tangible personal property or taxable services are not
subject to the sales and use tax.

Sales by the State, counties, municipalities and other political subdivisions of the State
(e.g., schools, sheriff offices, municipal housing authorities, and welfare agencies) of
tangible personal property or taxable services are subject to the sales tax, unless such sales
are otherwise exempt.

3.  Aresales by a state agency to another state agency, a county, a municipality or
another political subdivision subject to the sales and use tax?

Sales by a state agency to another state agency, a county, a municipality or another political
subdivision are subject to the sales and use tax, unless (1) the consideration for the transfer
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only reimburses the transferring agency for its cost and expenses in conveying the property
and the transferring agency has paid tax on the initial purchase of the tangible personal
property or (2) the sale is exempt under the sales and use tax law (e.g., textbooks).

I have a contract with the federal government to supply and install equipment. I know
sales to the federal government are exempt. What must I do to prevent charging them
South Carolina sales tax or my paying South Carolina tax?

To exempt the sales to the federal government, report all sales (including the exempt sales
to the federal government) on the worksheet on your return, report and deduct the
applicable exclusions and exemptions on the worksheet (including the sales to the federal
government), calculate the “net taxable sales” (all sales + all withdrawals for use + all out-
of-state purchases subject to the use tax - applicable deductions which will include the
exempt sales) and remit the tax based upon your net taxable sales.

Note: Your records should document that the sale was to the federal government. In
addition, while not required, you may want to ask the federal government to complete and
provide you a Form ST-8 Exemption Certificate, which can be found on the Department’s

website (dor.sc.gov).

Churches and Other Nonprofit Organizations

Are sales of tangible personal property (e.g., computers, office equipment, tables,
chairs, religious publications) and taxable services (e.g., electricity, drycleaning) to a
church or other nonprofit organization for their own use or consumption subject to
the sales and use tax?

Yes. Sales to churches and other nonprofit organizations are subject to the sales and use tax
unless specifically exempt under the sales and use tax law.

Are sales of tangible personal property (e.g., clothing) to a church or other nonprofit
organization for the purpose of providing the tangible personal property free of
charge to individuals in need subject to the sales and use tax?

Yes. Sales of tangible personal property (e.g., clothing) to a church or other nonprofit
organization 