State of South Dakota

SEVENTY-THIRD SESSION

LEGISLATIVE ASSEMBLY, 1998
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708B0012
HOUSE BILL No. 1293

Introduced by: Representative Munson (Donald)

FOR AN ACT ENTITLED, An Act to increase certain state sales and use taxes, exempt
transportation servicesfrom salesand usetaxes, revisethe exemptionsfor inheritance taxes,
provide property tax relief, repeal certain municipal sales and use taxes, and replace the
municipal revenue lost from sales and use taxes.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:
Section 1. That § 10-45-2 be amended to read as follows:

10-45-2. There is hereby imposed a tax upon the privilege of engaging in business as a
retailer, atax of feur 9x percent upon the grossreceiptsof al salesof tangible personal property
conssting of goods, wares, or merchandise, except as taxed by 8§ 10-45-3 and except as
otherwise provided in this chapter, sold at retail in the State of South Dakota to consumers or
USErs.

Section 2. That § 10-45-5 be amended to read as follows:

10-45-5. Thereisimposed a tax at the rate of three percent upon the gross receipts of any
person from engaging in the business of leasing farm machinery or irrigation equipment used for
agricultural purposes and fett Sx percent upon the gross recel pts of any person from engaging

or continuing inany of thefollowing businessesor servicesinthisstate: abstracters,; accountants,
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-2- HB 1293
architects, barbers, beauty shops; bill collection services, blacksmith shops, car washing; dry
cleaning; dyeing; exterminators; garage and service stations; garment alteration; cleaning and
pressing; janitorial services and supplies, specialty cleaners; laundry; linen and towel supply;
membership or entrancefeesfor the use of afacility or for theright to purchase tangible personal
property or services, photography; photo devel oping and enlarging; tire recapping; welding and
all repair services; cable televison; and rentals of tangible personal property except leases of
tangible personal property between one telephone company and another telephone company,
motor vehiclesas defined by 8§ 32-5-1 leased under asingle contract for more than twenty-eight
days and mobile homes provided, however, that the specific enumeration of businesses and
professions made in this section does not, in any way, limit the scope and effect of § 10-45-4.

Section 3. That § 10-45-5.3 be amended to read as follows:

10-45-5.3. There isimposed, at the rate of three five percent, an excise tax on the gross
receipts of any person engaging in oil and gas field services (group no. 138) as enumerated in
the Standard Industrial ClassificationManual, 1987, asprepared by the Statistical Policy Divison
of the Office of Management and Budget, Office of the President.

Section 4. That § 10-45-6 be amended to read as follows:

10-45-6. Thereishereby imposed atax of fetr Sx percent uponthegrossrecei ptsfromsales,
furnishing, or service of gas, eectricity, and water, including the gross recei pts from such sales
by any municipal corporation furnishing gas, and eectricity, to the public in its proprietary
capacity, except as otherwise provided in this chapter, when sold at retail in the State of South
Dakota to consumers or users.

Section 5. That § 10-45-6.1 be amended to read as follows:

10-45-6.1. There is hereby imposed on amounts paid for local telephone services, toll
telephone services and teletypewriter services, atax of fetr Sx percent of the amount so paid.

The taxesimposed by this section shall be paid by the person paying for the services. If ahill is
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3. HB 1293

rendered the taxpayer for local telephone service or toll tel ephone service, the amount on which
the tax with respect to such services shall be based shall be the sum of all charges for such
servicesincluded in the bill; except that if a person who renders the bill groups individual items
for purposes of rendering the bill and computing the tax, then the amount on which the tax for
each such group shall be based shall be the sum of all itemswithin that group, and the tax on the
remaining items not included in any such group shall be based on the charge for each item
separately. If the tax imposed by this section with respect to toll telephone service is paid by
inserting coinsin coin operated telephones, the tax shall be computed to the nearest multiple of
five cents, except that, where the tax is midway between multiples of five cents, the next higher
multiple shall apply. Thetax so paid shall be remitted at the same time as the sales tax imposed
by this chapter.

Section 6. That § 10-45-8 be amended to read as follows:

10-45-8. Thereisimposed atax of fett Sx percent upon the gross recel ptsfrom al sales of
tickets or admissonsto places of amusement and athletic events, except as otherwise provided
in this chapter.

Section 7. That chapter 10-45 be amended by adding thereto aNEW SECTION to read as
follows:

There isimposed a tax of four percent upon the gross receipts from all sales of food, as
defined by the Food Stamp Act of 1977 (P.L. 95-113), codified at 7 U.S.C. § 2012(qg), as
amended through January 1, 1998.

Section 8. That chapter 10-46 be amended by adding thereto a NEW SECTION to read as
follows:

There isimposed a tax of four percent upon the gross receipts from all sales of food, as
defined by the Food Stamp Act of 1977 (P.L. 95-113), codified at 7 U.S.C. § 2012(qg), as

amended through January 1, 1998.
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Section 9. That § 10-46-2.1 be amended to read as follows:

10-46-2.1. For theprivilegeof using servicesin South Dakota, except those typesof services
exempted by 8 10-46-17.3, thereisimposed on the person using the service an excise tax equal
to feur gx percent of the value of the services at the time they are rendered. However, this tax
may not be imposed on any service rendered by a related corporation as defined in subdivison
10-43-1(11) for use by a financial ingtitution as defined in subdivison 10-43-1(4) or on any
servicerendered by afinancial ingtitution asdefined in subdivison 10-43-1(4) for useby arelated
corporation as defined in subdivison 10-43-1(11). For the purposes of this section, the term
related corporation includesacorporation which together with thefinancial ingtitution ispart of
a controlled group of corporations as defined in 26 U.S.C. § 1563 asin effect on January 1,
1989, except that the eighty percent ownership requirements set forth in 26 U.S.C.
8 1563(a)(2)(A) for a brother-sster controlled group are reduced to fifty-one percent. For the
purpose of this chapter, services rendered by an employee for the use of his employer are not
taxable.

Section 10. That § 10-46-2.2 be amended to read as follows:

10-46-2.2. An excisetax isimposed upon the privilege of the use of rented tangible personal
property in this Sate at the rate of fett Sx percent of the rental payments upon the property.

Section 11. That § 10-58-1 be amended to read as follows:

10-58-1. Thereisimposed upon ownersand operatorsaspecial amusement exci setax of fott
Sx percent of the gross receipts from the operation of any mechanical or € ectronic amusement
device.

Section 12. That § 10-45-12.1 be amended to read as follows:

10-45-12.1. The following services enumerated in the Standard Industrial Classification
Manual, 1987, as prepared by the Statistical Policy Divison of the Office of Management and

Budget, Office of the President are exempt from the provisions of this chapter: health services
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(major group 80); educational services(major group 82) except school sand educational services
not elsewhere classfied (industry no. 8299); social services (mgor group 83); agricultural
services (major group 07) except veterinarian services (group no. 074) and animal specialty
services, except veterinary (industry no. 0752); forestry services (group no. 085); radio and
televison broadcasting (group no. 483); railroad transportation (major group 40); local and
suburban passenger transportation (group no. 411) except limousine services;, school buses

(group no. 415); trucking and courier services, except air (group no. 421), except the collection

and disposal of solid waste; farm product warehousing and storage (industry no. 4221);

establishments primarily engaged in transportation on rivers and canals (group no. 444);
establishments primarily engaged in air transportation, certified carriers (group no. 451);
establishments primarily engaged in air transportation, noncertified carriers (group no. 452)
except chartered flights(industry no. 4522) and airplane, helicopter, balloon, dirigible, and blimp
ridesfor amusement or sightseeing; pipelines, except natural gas(major group 46); arrangement
of passenger transportation (group no. 472); arrangement of transportation of freight and cargo
(group no. 473); rental of railroad cars (group no. 474); water supply (industry no. 4941);
sewerage systems (industry no. 4952); security brokers, dealers and flotation companies (group
no. 621); commodity contracts brokersand dealers (group no. 622); credit counseling services
provided by individual and family social services(gretp industry no. 8322); construction services
(divison C) except industry no. 1752; consumer credit reporting agencies, mercantile reporting
agencies, and adjustment and collection agencies (group no. 732), if the debt was incurred
out-of-state and the client does not reside within the state. The following are also specifically
exempt from the provisions of thischapter: financial services of institutions subject to tax under
chapter 10-43 including loan origination fees, late payment charges, nonsufficient fund check
charges, stop payment charges, safedeposit box rent, exchangecharges, commissonontravelers

checks, charges for adminigration of trusts, interest charges, and "points’ charged on loans,
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commissions earned or service fees paid by an insurance company to an agent or representative
for the sale of apolicy; servicesof brokersand agentslicensed under Title47; the sale of trading
stamps; rentals of motor vehiclesasdefined by § 32-5-1 |eased under asingle contract for more
than twenty-eight days, advertising services, services provided by any corporation to another
corporation which iscentrally assessed having identical ownership and services provided by any
corporation to a wholly owned subsidiary which is centrally assessed; continuing education
programs, tutoring, vocational counseling, except rehabilitation counseling-and; motion picture
rentalsto acommercially operated theater primarily engaged inthe exhibition of motion pictures,
and chargesmade by atel ecommuni cationscompany for the origination, transmission, switching,

reception, or termination of an interstate telephone or tel egraph communication.

Section 13. That § 10-45-70 be repeal ed.
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Section 29. That 8 10-40-23 be amended to read as follows;

10-40-23. The following exemptions from the tax are hereby allowed:

(1)

(2)

All property transferred to public corporations within the state for strictly county,
township, school, or municipal purposes, al property which escheatsto the State of
South Dakota for the benefit of the common school permanent school fund, and al
property transferred in any manner to the State of South Dakotafor the benefit of any
permanent school fund;

Property transferred to a nonprofit hospital, nonprofit nursing facility, nonprofit
foundation, elementary and secondary school, college, universty, seminary of
learning, church, or to an organization operating the same within the state or to a
health care organization or charitable, benevolent or religious society or ingtitution or
foundation as defined in 88 10-4-9 to 10-4-9.3, inclusive. However, property

transferred after July 1, 1949, to any such ingtitution or organization operating the
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same without the state shall also be exempt if the laws of the state, territory, or
country in which such ingtitution is located at the time of the transfer contained a
reciprocal exemption provison under which was allowed a smilar exemption of
transfersto such institutions or organization operating the same within this sate;

(3)  Property of the clear value of thitty one hundred thousand dollarstransferred to each
of thelineal issue of the decedent, or any child adopted as such in conformity with the
laws of any state, or any stepchild, or any child to whom the decedent for not less
than ten years prior to such transfer stood in mutually acknowledged relation of a
parent, if such relationship began at or before the child's fifteenth birthday and was
continuous for ten years thereafter, or any lineal issue of such adopted, step, or
mutually acknowledged child. For purposesof thissubdivison, astepchildisany child
of a decedent's spouse;

(4)  Property of the clear value of three Sx thousand dollars transferred to each of the
lineal ancestors of the decedent;

(5) Property of the clear value of five-htnered one thousand dollars transferred to each
of the persons described in subdivision 10-40-21(3);

(6) Property of the clear value of twe four hundred dollars transferred to each of the
persons described in subdivision 10-40-21(4);

(7)  Property of the clear value of ere two hundred dollars transferred to each of the
persons and corporations described in subdivison 10-40-21(5).

Section 30. That § 10-12-42 be amended to read as follows:

10-12-42. For taxes payable in 1997 and each year thereafter, the levy for the general fund

of a school digtrict shall be as follows:

(1) Themaximum tax levy shall be sxteerdoettarsandforty-ninecentsfifteen dollarsand

seven cents per thousand dollars of taxable valuation subject to the limitations on
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agricultural property as provided in subdivison (2) of this section and
owner-occupied property as provided for in subdivision (3) of this section;

(2) Themaximum tax levy on agricultural property for such school district shall be five

teHars-and-sxty-sx-eents four dollars and seventy-seven cents per thousand dollars

of taxable valuation. If the district's levies areless than the maximum levies as stated
in chapter 10-13, the levies shall maintain the same proportion to each other as
represented in the mathematical relationship at the maximum levies,

(3 Themaximum tax levy for an owner-occupied sngle-family dwelling as defined in §
10-13-40, for such school district may not exceed nthe-deHars-ant-sx—cents seven

dollars and sixty-five cents per thousand dollars of taxable valuation. If the district's

levies are less than the maximum levies as stated in chapter 10-13, the levies shall
maintain the same proportion to each other as represented in the mathematical
relationship at the maximum levies.

All leviesinthis section shall beimposed on valuationswherethe median level of assessment
represents eighty-five percent of market value as determined by the Department of Revenue.
These valuations shall be used for all school funding purposes. If the district has imposed an
excess levy pursuant to §16-13-43 § 10-12-43, the levies shall maintain the same proportion to
each other asrepresented in the mathematical relationship at the maximum leviesin this section.
The school district may elect to tax at less than the maximum amounts set forth in this section.

Section 31. That § 13-13-10.1 be amended to read as follows:

13-13-10.1. Terms used in this chapter mean:

() "Average daily membership,” the average number of kindergarten through twelfth

grade pupilsenrolled in al schoolsoperated by the school district during the previous
regular school year, minus average number of pupilsfor whom the district receives

tuition, except pupils described in subdivision (1A) and plus the average number of
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pupils for whom the district pays tuition;
Nonresident students who are in the care and custody of the Department of Social
Services, the Unified Judicial System, Department of Corrections, or other state
agencies and are attending a public school may be included in the average daily
membership of the receiving district when enrolled in the recelving district. When
counting a student who meets these criteria in its average daily membership, the
receiving district may begin the enrollment on thefirst day of attendance. Thedistrict
of residence prior to the custodial transfer may not include students who meet these
criteriainitsaverage daily membership after the student ceasesto attend school inthe
resdent district;

"Adjusted average daily membership,” calculated as follows:

(@)  For districtswith anaveragedaily membership of two hundred or less, multiply
1.2 times the average daily membership;

(b)  For digricts with an average daily membership of less than sx hundred, but
greater than two hundred, raise the average daily membership to the 0.8293
power and multiply the result times 2.98;

(c) For digtricts with an average daily membership of sx hundred or more,
multiply 1.0 times their average daily membership;

"Index factor," isthe annual percentage changeinthe consumer priceindex for urban

wage earners and clerical workers as computed by the Bureau of Labor Statistics of

the United States Department of Labor for the year before the year immediately
preceding the year of adjustment or three percent, whichever isless,

"Per student allocation,” for the period January 1, 1997, to June 30, 1997, inclusive,

is $1,675. For school fiscal year 1998, beginning on July 1, 1997, the per student

allocation shall be $3,350 increased by the index factor. Each school fiscal year
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thereafter, the per student allocation shall be the previous fiscal year's per student
allocation increased by the index factor;

"Local need,” the per student alocation multiplied by the adjusted average daily
membership;

"Local effort,” the amount of ad valorem taxes generated in a school fiscal year by

applying the feHewing levies established pursuant to § 10-12-42:

Section 32. That section 10 of chapter 98 of the 1997 Session Laws be amended to read as

follows:

13-13-10.1. Terms used in this chapter mean:

(1)

(1A)

"General enrollment average daily membership,” the average number of resident and
nonres dent kindergarten through twel fth grade pupilsenrolledinal school soperated
by the school digtrict during the previousregular school year, minus average number
of pupilsfor whom thedistrict recei vestuition, except pupilsdescribed in subdivison
(1A) and plusthe average number of pupilsfor whom the district pays tuition;

Nonresident students who are in the care and custody of the Department of Social
Services, the Unified Judicial System, the Department of Corrections, or other state

agencies and are attending a public school may be included in the average daily



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

(2)

3)

(4)

(5)

15 HB 1293

membership of the receiving district when enrolled in the recelving district. When
counting a student who meets these criteria in its general enrollment average daily
membership, the receiving district may begin the enrolilment on the first day of
attendance. The district of residence prior to the custodial transfer may not include
students who meet these criteriain its general enrollment average daily membership
after the student ceases to attend school in the resident district;

"Adjusted average daily membership,” calculated as follows:

(@) For districts with a general enrollment average daily membership of two
hundred or less, multiply 1.2 times the general enrollment average daily
membership;

(b)  For digtricts with a general enrollment average daily membership of less than
sx hundred, but greater thantwo hundred, rai sethe general enrollment average
daily membership to the 0.8293 power and multiply the result times 2.98;

(c) Fordidgrictswithageneral enrollment averagedaily membership of sx hundred
or more, multiply 1.0 timestheir general enrollment average daily membership;

"Index factor," isthe annual percentage change in the consumer priceindex for urban

wage earners and clerical workers as computed by the Bureau of Labor Statistics of

the United States Department of Labor for the year before the year immediately
preceding the year of adjustment or three percent, whichever isless,

"Per student allocation,” for the period January 1, 1997, to June 30, 1997, inclusive,

is $1,675. For school fiscal year 1998, beginning on July 1, 1997, the per student

allocation shall be $3,350 increased by the index factor. Each school fiscal year
thereafter, the per student allocation shall be the previous fiscal year's per student
allocation increased by the index factor;

"Local need," the per student alocation multiplied by the adjusted average daily
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membership;

"Local effort,” the amount of ad valorem taxes generated in a school fiscal year by

applying the feewthg levies established pursuant to § 10-12-42:
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Section 34. That § 10-52-2.1 be repeal ed.
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Section 41. That § 10-52-2.9 be repeal ed.

Section 42. That 8 10-52-2.10 be amended to read as follows;

10-52-2.10. Any incorporated municipality imposing a non-ad valorem tax in accordance

ce with § 10-52-8,

may issuemunicipal non-ad val orem tax revenue bonds pursuant to thissection and chapter 6-8B
in anticipation of the collection of the taxes. The bonds shall be payable solely from the
collections of the taxesimposed by the municipality under §—16-52-2-6r-16-52-8,or beth;as
tetermihed-by-the-geverningbody 8 10-52-8. The governing body shall, in the resolution or
ordinance authorizing the bonds, agree that it will continue to impose and collect the taxes so
long as the bonds are outstanding. The governing body shall also pledge so much of the
collections of the taxes as may be necessary to pay the principal premium and interest on the
bonds and to maintain any debt service reserve established for the bonds. The proceeds of the

bonds may be used for land acquisitio

bedscapttal-asset-acgutstron and capital improvements, to establish a debt service reserve fund

for the bonds, and to pay not more than one year's capitalized interest on the bonds. If the
proceeds of the tax imposed by 8 10-52-8 are pledged to payment of the bonds, the land
acquigtion and capital improvements financed with the proceeds of the bonds shall relate to the
purposes enumerated in § 10-52-8.

No election isrequired to authorize the issuance of municipal non-ad valorem tax revenue

bonds. The bonds shall be issued and sold as provided in chapter 6-8B.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

-20- HB 1293

Section 43. That 8§ 10-52-4 be amended to read as follows:
10-52-4. The administration of non-ad valorem taxes adopted under thischapter shall be by

the State Department of Revenuewhenever if asmilar tax isimposed by the stateexeeptthetax

apter. The State Department of Revenue
may prescribeformsand promulgaterulespursuant to chapter 1-26 for the making of returnsand

for the ascertainment, assessment, and collection of the tax imposed pursuant keretotactteitig

thetaxonmotorandusefue-asprovidedby to thischapter. + The Department of Revenue shall

keep full and accuraterecordsof al moneysrece ved and distributed under thischapter. Nethiag

municipality may impose ar-adeditionat a municipal non-ad valorem tax at the rate of one percent

upon the gross receipts of dl leases or rentals of hotel, motel, campsites, or other lodging
accommodationswithin the municipality for periods of |essthan twenty-eight consecutive days,

or sales of alcoholic beverages as defined in § 35-1-1, or establishments where the public is
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invited to eat, dine or purchase and carry out prepared food for immediate consumption, or
ticket sales or admissons to places of amusement, athletic and cultural events, or any
combination thereof. The tax shall be levied for the purpose of land acquidition, architectural
fees, construction costs, payments for civic center, auditorium or athletic facility buildings,
including the maintenance, staffing and operations of such facilities, and the promotion and
advertisng of the city, itsfacilities, attractions, and activities. Saehtaxes The tax shall conform

in all respects to the state sales and use tax on such items with the exception of the rate.

Section 47. That § 10-52-10 be repealed.




S99 HB 1293

Section 50. That § 10-52-1 and 88 10-52-3 to 10-52-12, inclusive, be repeal ed.

Section 51. The secretary of revenue shall make distribution from the general fund each
October, January, April, and July to replace the revenue lost by each municipality from the tax
collected pursuant to 8 10-52-2 prior to the repeal of that tax by this Act. The amount of the
digtribution to each municipality pursuant to this section shall ensure that each municipality
receives each fiscal year as much asthe municipality received pursuant to the 8 10-52-2 during
the state fiscal year 1998. The secretary shall approve vouchers and the state auditor shall draw

warrants to pay each municipality its share of the distribution.



