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ATTORNEY GENERAL

May 23, 2019

The Honorable John Richard C. King
S.C. House of Representatives
P.O. Box 11555

Rock Hill, SC 29731

Dear Representative King:

You have requested an opinion from this Office regarding the legality of the City of Rock Hill's policy of
transferring utility revenues to its general fund when it lacks sufficient reserves. In your request letter,
you inform us that pursuant to Citv of Rock Hill Budget 2017 - 2018. "Appendix," FP 6, the City of Rock
Hill has instituted the following policy on transfers:

Section 1. Franchise Fees. The City shall budget annually a franchise
fee from the Utility Fund that equals the franchise fee that would have
been paid had electric, water and sewer services been provided by an
investor-owned utility. The franchise fee shall be calculated by
multiplying all gross revenues of the electric, water and sewer systems
made within the City's corporate boundaries by the current franchise fee
the City charges to private utility providers. The franchise fee shall be
reported as an expense of the electric, water and sewer system and as a
revenue of the General Fund.

Section 2. Payment in Lieu of Taxes. The City shall budget annually a
payment in lieu of taxes from the electric, water, and sewer systems to
the General Fund that approximates the amount of ad valorem taxes that
would have been paid had utility services been provided by an investor-
owned utility. The payment in lieu of taxes shall be calculated by
multiplying the gross fixed assets of the system reported in the City's
most recent audited financial statements by the appropriate assessment
ratio and then by the City-wide tax rate included in the City's most
recent budget ordinance. The resulting product shall be multiplied by the
estimated percentage of electric, water and sewer fixed assets that are
located within the City's corporate boundaries. The payment in lieu of
taxes amount calculated under this section shall be reported as an
expense of the electric, water and sewer system and as a revenue of the
General Fund.

Section 3. Payment in lieu of Rate of Return. The City may budget
annually a payment in lieu of a rate of return on the gross operational
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