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MEMORANDUM 
To: Members of t he Int erim Joint Com mitt ee on Ap pro priat ions 

FROM: Fred Schoenfeld, LRC Fiscal St aff 

DATE: July 23,2013 

SUBJECT: FY13 Fisca l Close 

The State of So uth Dakota recent ly closed fi nancial accounts for FY13 . (For ready refe rence, see 

Attachment A - Press Release and Attachment B - Present at ion Mater ials.) In keeping w it h past 

pract ice, th is memorandu m is based on a review of t hese materials and other reco rds . 

We beli eve the info rmat ion presented by the Governor is ge nerally accura te. There are, however, areas 

where comment is fel t appropria te as fo llows. 

1. FY13 Available Funds 
The add it ional FY13 funds were available as th e result of calculated choices by the legislature, not t he 

result of poor estim ating of revenues or agency budget requirements. 

A. FY13 revenue estimate 
Actual FY13 reven ues were $14.6M higher t han budgeted, almost entirely due to contest ed bank 

fra nchise rece ipts. Throughout t he 2013 session, unresolved issues related to t he Ba nk Franchise Tax 

indicat ed that as much as $16.6M could be at risk if the pending issues were not resolved in favo r of th e 

state. The Governor recommended in his budget t hat this amount not be appropriated (in both FY13 

and FY14) until t he way forward was resolved. The legislature considered t he possibil it y of appropriat ing 

t hese fu nds with any shortfa ll from an adve rse ruling to be covered from reserves. However, it was 

ult imate ly decided not to take t his approach. When the issues were settled in favor of the state' s 

position ah er the session, it resulted in the addit ional FY13 revenues which are w ithin approximat ely 

$2 .lM of the original esti mate when the bank franchise tax is fact ored out . 
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B. Reversions 
In t heory, t he $10.6M in FY13 reversions could be viewed as "over-a ppropriations." In pract ice, 

however, some level of reversion is typica l. The major issue here is rela ted t o t he $9 .8M reversion by 

DSS. The age ncy's appropriation request assumed a higher level of Medica id and CHIP enrollment 

growth t han proved t o be the case. During t he appropriations process, the JCA was awa re the fisca l st aff 

considered this est imat e to be high based on current t rends and t hat th e $20M contingency reserve 

fund offered a safety net to cover unforeseen shortfall s. Ultimately, t he Committee concurred wi th the 

recommended budget, leading t o a reversion of surplus funds w hen the case load did not mat erialize at 

t he higher level. 

C. Use of FY13 Funds to Minimize Surplus 
After-the-fact com menta tors have expressed th e opinion t hat various FY13 appropri at ions were 

adopted with the objective of reducing the year end su rplus. In this rega rd, the fo llowing points are 

worth considering. 

• All of t hese appropriat ions were enacted by the legislature and signed int o law by the 

Govern or. Therefore, they are the de facto priorit ies of the state. 

• The dividing line between a legitimate use of funds fo r agency purposes and "stash ing 

cash" is extremely vague and va ri es w it h the commentator. 

2. Increase in Funds Available for FY14 
It appea rs substant ial amounts of addit ional funds in addit ion to t he $20M carryover in DSS and the 

$983,649 carryover in S890 wi ll become available for use in FY14. 

A. Increased Revenues 
• As enact ed, the FY14 appropriat ion incl uded a reduct ion of revenues of $16.6M 

reflect ing the possibility t he bank franchise issue might not be resolved in t he state's 

favor. Now t hat this is no longer an issue, t hese funds become ava ilab le for use in 

FY14. 

B. Reduced Expenditures 

• Th e current t rend of stabili zed growth in Med ica id and CH IP enrollments could lead 

to an ongoing red uct ion in t he DSS base in fut ure yea rs to avoid surp lus funds 

sim ila r to the $9.8M in FY13. It shou ld be noted t hat enrol lment is only one fact or in 

t he overall DSS budget . 
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C. Carry Forwards from FY13 

• HB1060 cont ained two amounts des ignated to ca rryforward funds into FY14: (1) t he 

$20M rese rve to DSS for medical and adult services, and (2) $983,649 "for purposes 

of fut ure appropriat ions in FY14." 

Bot h of these amounts were explicit enactments which were discussed at lengt h by 

t he legis lat ure. 

• HB1060 was primaril y t he vehicle for adjusting internal bureau bill ings and state 

health insura nce for FY13 and as such it amended the budget of virtually every state 

agency. Appended t o this bill as Section 145 was the fo llowing language : " Funds 

appropriated by this Act w hich are unspent at th e end of fiscal yea r 2013 sha ll be 

carr ied over to fiscal year 2014." 

One interpretat ion is t hat language applied t o any and all surplus funds at the end of 

t he year, i.e., including the $10.6M w hich reverted and th us was automatica lly 

transfe rred t o t he Budget Reserve Fund . 

However, BFM app lied a more narrow interpretation of this Section w hich limited 

the ca rryover to only changes made of HB1060 rather than t he ent ire budget of all 

agencies - essentially de minimus. 

Although it appears unlikely there is sufficient reason to atte mpt any reversal of t his 

action already taken, it is important t hat the JCA take note of what t ranspired w ith 

t he object of be ing more precise in t he fu t ure. It is not good public policy for the 

legislative branch to rou tinely leave this degree of discretionary interpretation to 

t he executive branch . 
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Office of the Governor 
500 E. Capitol Ave. 

FOR IMMEDIATE RELEASE: Monday, July 15 , 20 13 
CONT ACT: Jason Dilges, Bureau of Finance and Management, 605-773-3411 

South Dakota Ends Fiscal Year With Surplus 

Piene, S.D. 57501 
(605) 773 -32 12 

www.state.sd.us 

PIERRE, S.D. - South Dakota state government closed the 2013 budget year on June 30 v.rith a 

surplus, Governor Dennis Daugaard announced today. The state general fund budget for Fiscal 

Year 2013 ended with higher revenues and lower expenditures than budgeted. 

Revenue grov..111 for the completed 2013 fiscal year exceeded estimates adopted by the legislature 

last March by $13.6 million. In addition, state agencies also demonstrated fiscal restraint, spending 

$10.6 million less than appropriated. In total, the state ' s financial picture in1proved by $24 .2 million 

from the :tvlarch fiscal year 2013 estimates. 

"For the second year in a row, we maintained structural balance in our budget. This was my 

number one ptiority when I took office," Gov. Daugaard said. "I'm pleased that FY2013 was closed 

successfully, and that South Dakota' s ongoing expenses are being fully covered by ongoing 

revenues - without the use of one-time receipts or rainy day funds, and without raising taxes. The 

strength with which we end FY20 13 increases the likelihood that we can maintain a balanced 

budget for FY2014 while continuing to invest in critical areas like education, Medicaid,. and public 

safety." 

South Dakota ' s sales and use tax receipts, the state's largest revenue source, finished the fiscal year 

well, growing nearly 6 percent in the month of June, indicating an economy that continues to 

expand. Sales and use tax collections in FY2013 totaled $766,095,539, which was 4.26 percent- or 

$31. 7 million - above the previous year. Collections from the sales and use tax accounted for 57 

percent of general fund receipts in FY20 13. 
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Other notable revenue increases came from the insurance company tax and property tax reduction 

fund receipts, which grew 8.0 1 percent and 4.70 percent, respectively, over FY2012. TI1e revenue 

source that experienced the largest decline was the bank franchise tax, declining 40.93 percent - or 

$12.2 million - compared to the p1i or year. Total state general fund receipts were Sl ,363,765, 170 

for the recently ended fiscal year. Ongoing receipts to the general fond totaled $1,258, 177,21 7. 

State agencies remained well within tl1eir appropriated budgets in FY2013 . Collectively, the tlm:e 

branches of state government spent $10,639,304 less than approp1iated. Most of the ongoing 

expense reduction, $9,762,087, was seen in the Department of Social Services, as enrollment 

grow1h in Medicaid and the Children 's Health Insurance Program declined unexpectedly to near

zero percent in recent months. 

S0utl1 Dakota state government ended FY201 3 by transfening $24.2 million to the Budget Reserve 

Fund, as required by law. The state's Budget Reserve Fund now has a S95,325,807 balance, and fue 

Prope11Y Tax Reduction Fund has a $63,626,269 balance. 

The combination offuose t\¥0 funds, totaling $158,952,076, is the highest in state history and 

represents a combined reserve of 12. 3 percent of total general fund spending for FY2013. 

-30-



   
   

ATTACHMENT B 

State of South Dakota 

Year End FY2013 



   
   

ATTACHMENT B 

Vear End General Fund Figures 
Adopted Revenue Surplus (March 2013) 

Actual Revenue Collections Compared to March 2013 Estimates 

Bank Franchise Tax 

Sales and Use Tax 

Property Tax Reduction Fund 

Insurance Company Tax 

Investment Income and Interest 

Severance Taxes 

Other Ongoing Revenue Sources 

One-t ime Revenue Sources 

Unexpended Specials and Carryovers 

Total Change in Revenues 

Miscellaneous Cash Adjustments 

Total Revenue Change 

Budgeted Reversions 

Execut ive Branch Reversions (includes BOR) 

Legislative Reversions 

Judicial and Constitutional Office Reversions 

Total Reversions 

Transfer to Tobacco Prev. and Red. Trust Fund 

Cash Surplus 

Amount Obligated to the Budget Reserve Fund 

Revised Ending Unobl igated Cash Balance 

$0 

$11,290,365 

$1,764,518 

$1,096,165 

$491,551 

($485,696) 

($1,836,909) 

($246,920) 

$2,153,335 

$303,580 

$14,529,989 

$63,228 

$14,593,218 

$10,522,313 

21,103 

95,888 

$10,639,304 

($1,000,000) 

$24,232,522 

($24,232,522) 

$0 

2 



   
   

Total General Fund Revenue 
I $1,363,16s,110 I 

ATTACHMENT B 

Obligated Cash Carried Forward 
One-Time Receipts 

$29.9 m (2%) 

Bank Franchise Tax 
$17.5 m (1%) 

Insurance 
Tax 

$70.3 m (5%) 

Contractor's E~ 
Tax 

$84.5 m (6%) 

Other Sources 
$202.5 m (15%) 

Property Tax Reduction Fund 
$107.3 m (8%) 

$75.7 m (6%) 

3 
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Receipts 
Actual vs. Leg. Revised Projections 

Leg. Revised Actual DOLLAR PERCENT 
FY2013 FY2013 CHANGE CHANGE 

ONGOING RECEIPTS 
Sales and Use Tax s 774,331 ,021 $ 776,095,539 $1,764,518 0.23 
Contractor's Excise Tax 84,185,584 84,466,868 281 ,284 0.33 
Alcohol Be1.erage Tax 10,068,554 10,456,399 387,845 3.85 
Alcohol Be1.erage 2% Wholesale Tax 1,518,555 1,647,547 128,992 8.49 
Cigarette Tax 30,000,000 30,000,000 0 0.00 
Bank Franchise Tax (includes one-t ime reduction) 6,246,681 17,537,046 11,290,365 180.74 
Insurance Company Tax 69,799,477 70,291,028 491 ,551 0.70 
Licenses , Permits , and Fees 49,157,228 48,775,456 (381,772) (0.78) 
ln1.estment Income and Interest 6,944,888 6,459,192 (485,696) (6.99) 
Charges for Goods and Sen.kes 25,369,240 25,056,553 (312,687) (1.23) 
Net Transfers In 31 ,107,061 31 ,003,732 (103,329) (0.33) 
Trust Funds 27,235,040 27,235,040 0 0.00 
Sewrance Taxes 9,527,497 7,690,588 (1 ,836,909) (19.28) 
Lottery 7,920,000 7,735,976 (184,024) (2.32) 
Property Tax Reduction Fund 106, 165,001 107,261 ,166 1,096,165 1.03 
Sale-Leaseback 6,465,087 6,465,087 D 0.00 

SUBTOTAL (ONGOING RECEIPTS) $ 1,246,040,914 $ 1,258,177,217 $1 2,136,303 0.97 

ONE-TIME RECEIPTS 
One-time Unclaimed Property Receipts 17,397,006 17,397,006 0 0.00 
Transfer from Tax Relief Fund 4,133,192 4,133,192 D 0.00 
Misc. Settlements 2,366,100 2,366,100 D 0.00 
Transfer from Budgetary Accounting Fund 1,839,990 1,839,990 0 0.00 
Refinancing Gains 1,738,786 1,738,786 0 0.00 
One-time BFT Adjustment from Prior Period 0 1,153,334 1,153,334 100.00 
Transfer from Tobacco Prev. and Red. Trus t Fund 0 1,000,000 1,000,000 100.00 
Unexpended Carryovers and Specials 0 303,580 303,580 100.00 
Reduction to Ongoing BFT (moved to ongoing) 0 0 0 0.00 
Obligated Cash Carried Forward 75,655,964 75,655,964 (0) (0.00) 

SUBTOTAL (ONE-TIME RECEIPTS) $ 103,131 ,038 $ 105,587,953 $ 2,456,915 2.38 

4 

GRAND TOTAL $ 1,349,171 ,952 $1 ,363,765,170 $14,593,218 1.08 



   
   

ATTACHMENT B 

Receipts 
Actual FV2012 vs. Actual FV2013 

ACTUAL ACTUAL DOLLAR PERCENT 
FY2012 FY2013 CHANGE CHANGE 

ONGOING RECEIPTS 
Sales and Use Tax $ 744,413,638 $ 776,095,539 $ 31 ,68 1,901 4.26 
Contractor's Excise Tax 82,991,355 84,466,868 1,475,513 1.78 

Alcohol Be..erage Tax 10,186,442 10,456,399 269,957 2.65 
Alcohol Be..erage 2% Wholesale Ta.x 1,490,640 1,647,547 156,907 10.53 
Cigarette Tax 30,000,000 30,000,000 0 0.00 
Bank Franchise Tax 29,688,991 17,537,046 (12,151 ,945) (40.93} 
Insurance Company Tax 65,076,133 70,291 ,028 5,214,896 8.01 
Licenses, Pemiits, and Fees 48,402,362 48,775,456 373,093 0.77 
lm,estment Income and Interest 10,394,581 6,459,192 (3,935,388) (37. 86} 
Charges ror Goods and Ser.ices 24,069,498 25,056,553 987,055 4.10 
Net Transfers In 31 ,015,337 31 ,003,732 (1 1,606) (0.04} 
Trust Funds 30,345,686 27,235,040 (3,110,646) (10.25} 
Se.erance Taxes 10,441,940 7,690,588 (2,751 ,352) (26.35} 
Lottery 7,834,332 7,735,976 (98,356) (1.26} 
Property Tax Reduction Fund 102,441,742 107,261,166 4,819,424 4.70 
Sale-Leaseback 7,111,219 6,465,087 (646,132) (9.09) 

SUBTOTAL (ONGOING RECEIPTS) $ 1,235,903,897 $ 1,258,177,217 $ 22,273,320 1.80 

ONE-TIME RECEIPTS 
One-time Unclaimed Property Receipts 0 17,397,006 17,397,006 100.00 
Transfer from Tax Relief Fund 0 4,133,192 4,133,192 100.00 
Misc. Settlements 418,500 2,366,100 1,947,600 465.38 
Transfer from Budgetary Accounting Fund 0 1,839,990 1,839,990 100.00 
Refinanc ing Gains 396,295 1,738,786 1,342,491 338.76 
One-time Bank Franchise tax 14,336,418 1,153,334 (13,183,084) (91.96} 
Transfer from Tobacco Prev. and Red. Trust Fund 1, 000,000 1,000,000 0 0.00 
CREP Savings 400,000 0 (400,000) (100.00} 
Unexpended Carryo..ers and Specials 9,775,378 303,580 (9,47 1,797) (96.89) 
Transfer from Budget Reserves 20,155,015 0 (20,155,015) (100.00} 
Obligated Cash Carried Forward 0 75,655,964 75,655,964 100.00 

SUBTOTAL (ONE-TIME RECEIPTS) $ 46,481,606 $ 105,587,953 $59,106,347 127.16 

5 
GRAND TOTAL $ 1,282,385,503 $ 1,363,765,170 $81,379,667 6.35 



   
   

FV2013 Budgeted Agency 
Reversions 

Executive Management $50,345 Public Utilities Commission 

Revenue $26,130 Unified Judicial System 

Agriculture $0 Legislature 

Tourism and State Development $0 Attorney General 

Game, Fish, and Parks $3 School and Public Lands 

Tribal Relations $42,255 Secretary of State 

Social Services $9,762,087 State Treasurer 

Health $0 State Auditor 

Labor $0 

ATTACHMENT B 

$0 

$3,196 

$21,103 

$0 

$9,268 

$2,307 

$7,676 

$73,442 

Transportation $234 TOTAL REVERSIONS I $10,639,304 I 
Education $6 

Public Safety $49,632 

Military $5,744 

Veterans' Affairs $0 

Corrections $12,550 

Human Services $573,324 

Environment and Natural Resources $0 

Board of Regents $3 
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