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519B0070
House BILL No. 1183

Introduced by: Representative Napoli

FOR AN ACT ENTITLED, AnAct to increase certain salesand use taxes, to provide property
tax rief, to repeal the inheritancetax, and to exempt certain realty improvement contracts
from the contractor's excise tax and to refer those questions to a vote of the electors of this
state at the next general eection.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:
Section 1. That thefollowing Act be enacted by the South Dakota L egid ative Assembly and

referred to the vote of the electors of the state at the next general election to be held inthe year

1998 for their approval:

FOR AN ACT ENTITLED, An Act to increase certain sales and use taxes, to provide
property tax reief, to repeal the inheritance tax, and to exempt certain realty
improvement contracts from the contractor's excise tax.

BE IT ENACTED BY THE PEOPLE 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, a tax of feur five percent upon the gross receipts of all sales of tangible personal

property consisting of goods, wares, or merchandise, except astaxed by § 10-45-3 and except
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2. HB 1183

as otherwise provided in this chapter, sold at retail in the State of South Dakota to consumers
Or Users.

Section 2. That § 10-45-3 be amended to read as follows:

10-45-3. Thereishereby imposed atax of three four percent on the gross recel ptsfrom the
saleor resale of farm machinery and attachment unitsother than replacement parts; or irrigation
equipment used exclusvey for agricultural purposes by licensed South Dakota retailers,;
provided, however, that whenever any trade-in or exchange of used farm machinery isinvolved
in the transaction, the tax shall only be due and collected on the cash difference.

Section 3. That § 10-45-5 be amended to read as follows:

10-45-5. Thereisimposed atax at the rate of three four percent upon the gross recel pts of
any person from engaging inthe bus nessof leasing farm machinery or irrigation equipment used
for agricultural purposes and fett five percent upon the gross receipts of any person from
engaging or continuing in any of the following businesses or servicesin this state: abstracters;
accountants; 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 servicesand supplies, specialty cleaners; laundry; linenand towel
supply; membership or entrance feesfor the use of afacility or for theright to purchase tangible
personal property or services, photography; photo developing and enlarging; tire recapping;
welding and all repair services; cabletelevison; and rental s of tangible personal property except
leases of tangible personal property between one telephone company and another telephone
company, motor vehicles as defined by § 32-5-1 leased under a single contract for more than
twenty-eight days and mobile homes provided, however, that the specific enumeration of
bus nesses and professions made in this section does not, in any way, limit the scope and effect
of § 10-45-4.

Section 4. That 8 10-45-5.3 be amended to read as follows:
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-3- HB 1183

10-45-5.3. There isimposed, at the rate of three four 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 ClassficationManual, 1987, asprepared by the Statistical Policy Divison
of the Office of Management and Budget, Office of the President.

Section 5. That § 10-45-6 be amended to read as follows:

10-45-6. There is hereby imposed a tax of feur five percent upon the gross receipts from
sales, furnishing, or service of gas, eectricity, and water, including the gross recel pts from such
salesby any municipal corporation furnishing gas, and e ectricity, to the publicinits proprietary
capacity, except as otherwise provided in this chapter, when sold at retail in the State of South
Dakota to consumers or users.

Section 6. 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 feur five percent of the amount so paid.
The taxes imposed by this section shall be paid by the person paying for the services. If ahill is
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 hill; except that if aperson who rendersthe 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 bethe 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 asthe sales tax imposed

by this chapter.
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Section 7. That § 10-45-8 be amended to read as follows:

10-45-8. Thereisimposed atax of fett five percent upon the gross receipts from all sales
of ticketsor admissionsto placesof amusement and athl etic events, except asotherwise provided
in this chapter.

Section 8. That § 10-45-70 be amended to read as follows:

10-45-70. There is imposed a tax of feur five percent on the gross receipts from the
transportation of tangible personal property. The tax imposed by this section shall apply to any
transportation of tangible personal property if both the origin and destination of the tangible
personal property are within this state.

Section 9. That § 10-45-71 be amended to read as follows:

10-45-71. There is imposed a tax of feur five percent on the gross receipts from the
transportation of passengers. The tax imposed by this section shall apply to any transportation
of passengersif the passenger boards and exits the mode of transportation within this state.

Section 10. That § 10-46-2.1 be amended to read as follows:

10-46-2.1. For the privilege of using servicesin South Dakota, except thosetypesof services
exempted by 8 10-46-17.3, thereisimposed on the person using the service an excise tax equal
to feur five percent of the value of the services at the timethey are rendered. However, thistax
may not be imposed on any service rendered by a related corporation as defined in subdivision
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 asdefinedin 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 as in 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



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

-5- HB 1183

purpose of thischapter, servicesrendered by an employeefor the use of kisthe employer arenot
taxable.

Section 11. 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 state at the rate of feur five percent of the rental payments upon the property.

Section 12. That § 10-46-57 be amended to read as follows:

10-46-57. There isimposed a tax of feur five percent on the privilege of the use of any
transportation of tangible personal property. Thetax imposed by this section shall apply to any
transportation of tangible personal property if both the origin and destination of the tangible
personal property are within this state.

Section 13. That § 10-46-58 be amended to read as follows:

10-46-58. There isimposed a tax of feutr five percent on the privilege of the use of any
transportation of passengers. The tax imposed by this section shall apply to any transportation
of passengersif the passenger boards and exits the mode of transportation within this state.

Section 14. 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) Themaximumtax levy shall be sxteendetarsandforty-ninecents eleven dollarsand

fifty-eight cents per thousand dollars of taxableval uation subject to the limitationson

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-sixty-sx-eents three dollars and ninety-seven 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
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represented in the mathematical relationship at the maximum levies,
The maximum tax levy for an owner-occupied sngle-family dwelling as defined in §
10-13-40, for such school district may not exceed ritheteHarsand-sxecentssSx dollars

and thirty-six cents per thousand dollarsof taxablevaluation. If thedistrict'sleviesare

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 al 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 15. That 8 13-13-10.1 be amended to read as follows;

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

(1)

(1A)

"Average daily membership,” the average number of kindergarten through twelfth
grade pupilsenrolledinall schoolsoperated by the school district during the previous
regular school year, minus average number of pupils for whom the district receives
tuition, except pupils described in subdivison (1A) and plus the average number of
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 receiving district. When

counting a student who meets these criteria in its average daily membership, the
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receiving district may begin the enrollment on the first 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:

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

(b)  For digtricts 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

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 allocation 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:
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Section 16. 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 pupilsenrolled in all schoolsoperated
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
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 enrollment 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;
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"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 digricts with a general enrollment average daily membership of lessthan
sx hundred, but greater thantwo hundred, raisethe general enrollment average
daily membership to the 0.8293 power and multiply the result times 2.98;

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

"Index factor," istheannual 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
thereafter, the per student allocation shall be the previous fiscal year's per sudent
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:
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Section 17. That chapter 10-40 be amended by adding thereto aNEW SECTION to read as
follows:

Theprovisonsof chapter 10-40 do not apply to thetransfer of any real or personal property
from any person who dies on or after July 1, 1998.

Section 18. That chapter 10-46A be amended by adding thereto aNEW SECTION to read
asfollows.

There are exempted from the provisions of this chapter and the tax imposed by it, the gross
receipts from any realty improvement contract for the construction, expansion, repair, or

remodeling of single family or multi-family residential housing.



