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To the Governor, Legislature, and
People of South Dakota:

‘Revenues fall’, “unemployment rates increase’, ‘third quarter in decline’, ‘mortgage
foreclosures on the rise’ ... These are the headlines that seem to define the previous
year in our country. Even though reports indicate economic conditions in our state
may not be to the magnitude of what has affected the nation as a whole, it is apparent
that these headlines apply even in South Dakota to a degree not realized

for many decades.

In light of these difficult economic times, the Department considers it even more
important to administer a fair and equitable tax structure in which all taxpayers share the
tax burden. While South Dakota’s struggles may not be as severe as some of our
neighboring states, we still face many serious challenges in our goal to maintain the
delicate balance between the needs of our constituents and the availability of funding Paul Kinsman, Secretary
to meet those needs. The Department continues to focus on its role to maximize

revenues within the existing tax structure and to remain diligent in its regulation of financial services, real estate
and gaming industries to provide consumer protection.

One area of our tax structure that has been building toward change for many years is agricultural land property
tax assessment. For several years, the Legislature has searched for a solution to the decreasing number of usable
sales for ag land valuation, and in 2009, passed Senate Bill 3 which begins the implementation of the change in ag
land assessment to the productivity valuation method. While there is no formula or system that can perfectly value
all of ag land in the state, the change to productivity valuation was determined by the Legislature to be the best
solution to address ag land property assessment in South Dakota. Beginning with the 2010 assessments, for taxes
payable in 2011, agricultural land in South Dakota will be assessed based upon its productivity value. Additional
information about agriculatural land productivity valuation can be found in the Property Taxes area of the
Department’s website: http://www.state.sd.us/drr2/revenue.html.

The ripple effect from the nation’s economic recession has been most evident in our state banking industry. While
our state chartered banks have faced some of the same challenges that their counterparts in other states have
experienced, South Dakota banks appear to be weathering this economic storm. The health of our community
bank is directly affected by the local economic conditions, and while our economy is not as strong as we would
like, it is much better than most areas throughout the country. As a result of the stress in the financial services
system, the banking industry is facing a long road to recovery and, as the state bank regulator, the Division of
Banking has increased its review and examination process. We are cautious, yet optimistic, that our state
chartered banks will rebound and continue to provide risk appropriate credit to our citizenry in a sound responsible
manner.

Looking ahead, | am confident the Department of Revenue and Regulation will continue to perform with the
utmost efficiency and effectiveness, even with the challenges that we currently face. We will continue to
promote voluntary compliance through taxpayer education programs, provide constituent support through our
taxpayer assistance line, maintain internet access to all forms and publications, as well as operate on-line renewal
for motor vehicle registrations and the e-file and e-pay system for sales, use and contractors’ excise tax returns.

Respectfully submitted,

Paul Kinsman
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Department Overview

The Department of Revenue & Regulation consists of 11 divisions, 3 boards or commissions, and the Office of
the Secretary. Included in the department are: the Abstractor’s Board of Examiners; Audits; Banking; Business
Tax; Division of the Secretariat (includes Administrative Services, Appraiser Certification Program, and Legal
Services); Gaming Commission; Insurance; Insurance Fraud Unit; Lottery; Motor \ehicles; Petroleum Release
Compensation Fund; Property and Special Taxes; Real Estate Commission; and Securities. The department
secretary, division directors and a majority of staff are in Pierre, housed in four locations:

Anderson Building, 445 East Capitol Avenue: Office of the Secretary, Audits, Business Tax, Division of the
Secretariat, Insurance, Insurance Fraud Unit, Motor \ehicles, Petroleum Release Compensation Fund, Property
and Special Taxes, and Securities

St. Charles Building, 207 East Capitol Avenue: South Dakota Lottery

Trucano Building, 217 1/2 West Missouri Avenue: Banking

221 West Capitol Avenue, Suite 101: Gaming Commission, Real Estate Commission

The department also has six divisional field offices in Aberdeen, Mitchell, Rapid City, Sioux Falls, Watertown,
and Yankton as well as employees in Deadwood and North Sioux City.

In fiscal year 2009, 327 full-time employees worked for the Department of Revenue & Regulation administer-

ing, collecting, and distributing the state’s 90 separate types of taxes and fees. Total administrative costs were
$65,910,893, of which $1,209,535 were general fund dollars.

The Department’s Management Team

First Row (left to right):

Bruce Christensen, Audits; Paul
Kinsman, Secretary; David Wiest,
Deputy Secretary; Michael Kenyon,
Property and Special Taxes; and Norm
Lingle, Lottery.

Second Row (left to right):

Merle Scheiber, Insurance; Gail
Sheppick, Securities; Sherry Bren,
Appraiser Certification; Andy Fergel,
Chief Legal Counsel; and Dennis
Rounds, Petroleum Release
Compensation Fund.

Third Row (left to right):

Joan Serfling, Administrative Services;
Dee Jones Noordermeer, Real Estate
Commission; Larry Eliason, Gaming
Commission; and Jan Talley, Business
Tax.

Not pictured: Debra Hillmer, Motor
Vehicles; Roger Novotny, Banking.

2009 Annual Report 3



Tax Revenues: Collections

The Department of Revenue & Regulation is the principal tax agency for the State of South Dakota and collects
36 different state taxes. These taxes are grouped into four main categories: sales, use, and contractors’ excise
taxes; motor fuel taxes; motor vehicle fees and taxes; and special taxes. Once collected, these tax revenues are
distributed to three primary locations: the state’s general fund, local units of government, and the state highway
fund.

Infiscal year 2009 revenue from all 36 state taxes totaled $1,444,656,266, a decrease of $25,616,505 from
fiscal year 2008 revenues of $1,470,272,771. Total revenues from the past five years are shown below.

Total Revenues: A Five Year Comparison

Fiscal Total Percent of
Year Revenues Change
2005 1,189,575,128 4.88%
2006 1,276,660,603 7.32%
2007 1,369,683,818 7.29%
2008 1,470,272,771 7.34%
2009 1,444,656,266 -1.74%

Five-Year
Average $1,350,169,717 N/A

Revenues by Category

Ofthetotal tax revenue collected in fiscal year 2009, 74% came from sales, use and contractors’ excise taxes.
Motor fuel taxes accounted for 10%, special taxes 9%, and motor vehicle taxes 7%. The table below shows a
five year comparison of revenues collected ineach category.

Revenues by Tax Category: 2005 - 2009

Fiscal Sales Motor Fuel Special Motor Vehicle
Year Use, and Taxes** Taxes Fees***
Excise Taxes*
2005 849,480,194 140,648,574 97,858,463 101,587,897
2006 925,862,370 141,048,510 109,202,262 100,547,461
2007 981,337,354 138,737,571 142,786,691 103,859,018
2008 1,055,611,168 145,688,345 155,725,223 109,405,931
2009 1,066,082,423 138,152,006 136,743,929 103,677,908
Five-Year
Average  $975,674,702 $140,855,001 $128,463,314 $103,815,643
* Includes Tourism Taxes, Motor Vehicle Leasing,
Excise Tax on Water Projects, Telecom Tax,
and Construction Refund Program
** Includes Tank Inspection Fees
4 South Dakota Department of Revenue & Regulation

**|ncludes Single State Registration Fees



Collections/continued

Revenues by Type of Tax

Infiscal year 2009, the revenue produced by the 36 separate taxes and fees administered by the department
varied fromalow of $1,513 to a high of $669,118,106.

A Three-Year Comparison of Revenues by Type of Tax

% Increase % Increase % Increase
(Decrease) (Decrease) (Decrease)
over over over
Previous Previous Previous

FY2007 Year FY2008 Year FY2009 Year
Sales and Use Taxes - State $612,427,671 4.70% $654,818,650 6.92% 669,118,106 2.18%
Contractors’ Excise Tax - State 78,790,924 4.91% 78,978,429 0.24% 71,384,919 -9.61%
Sales, Use, Contractors’ Exise Tax - Cities 254,888,492 5.59% 270,988,082 6.32% 275,551,719 1.68%
Sales, Use, Contractors’ Excise
Tax - Tax Collection Agreements 6,128,338 13.53% 6,391,244 4.29% 6,707,443 4.95%
Tourism Tax 5,349,006 7.45% 5,748,566 7.47% 5,741,636 -0.12%
Water and Environment Fund 950,856 84.08% 475,860 -49.95% 165,733 -65.17%
Intermediate Care Facility 0 N/A 683,279 N/A 919,745 34.61%
Refund for Construction of Facility 11,526,124 229.03% 25,866,090 124.41% 23,316,260 -9.86%
Motor Vehicle Leasing Fund 1,276,510 4.03% 1,512,720 18.50% 1,457,116 -6.38%
Telecom 9,999.433 0% 10,831,527 8.32% 11,719,746 8.20%
Aviation Fuel 701,136 -0.16% 705,423 0.61% 678,735 -3.78%
Motor Fuel Tax 120,218,051 -1.48% 126,502,443 5.23% 116,653,798 -7.79%
Motor Fuel Tax - Tax Collection Agreements 2,963,184 -3.50% 3,153,342 6.42% 3,216,085 1.99%
Interstate Fuel Users Tax 2,565,468 -2.95% 2,412,017 -5.98% 2,248,039 -6.80%
Tank Inspection Fees 15,252,916 -2.73% 16,068,462 5.35% 15,355,349 -4.44%
Prorate 14,150,633 9.53% 14,084,615 -0.47% 14,422,070 2.40%
Single State Registration Fees 56,399 N/A 1,084,842 1823.51% 1,003,180 -7.53%
Motor Vehicle Titles and Registration 89,651,986 2.31% 94,236.474 5.11% 88,252,658 -6.35%
Cigarette Tax - State 43,992,013 64.79% 57,159,643 29.93% 57,190,869 0.05%
Cigarette Tax - Tax Collection Agreements 1,081,564 47.99% 1,801,348 66.55% 2,635,971 46.33%
Cigarette License Fees 10,125 1.45% 12,675 25.19% 12,300 -2.96%
Other Tobacco Products 2,662,707 80.05% 5,306,176 99.28% 5,356,550 0.95%
Other Tobacco Products - Tax Collection
Agreements 23,574 NA 70,629 199.61% 135,266 91.52%
Liquor License Fees 43,450 1.15% 51,055 17.50% 49,955 -2.15%
Malt Beverage Beer License Fees 272,000 0.24% 267,900 -1.51% 270,440 0.95%
Alcoholic Beverage Brand
Registration Fees 200,035 12.36% 210,860 5.41% 230,275 9.21%
Beer Tax 5,938,799 1.69% 6,031,009 1.55% 6,180,649 2.48%
Liquor Tax 6,148,566 9.14% 6,353,729 3.34% 6,536,026 2.87%
Alcoholic Beverage 2% Purchase
Price Tax 1,125,604 12.29% 1,212,155 7.69% 1,284,897 6.00%
Wholesale Beer License Fee 3,400 21.43% 2,600 -23.53% 2,600 0%
Underage Penalty Fee 88,500 0% 111,500 25.99% 157,500 41.26%
Bank Franchise/Bank Card Tax 75,747,631 22.44% 69,885,118 -7.74% 48,772,364 -30.21%
Inheritance Tax 505,309 -31.74% 118,157 -76.62% 15,659 -86.75%
Ore Tax 1,547,355 40.92% 1,311,132 -15.27% 2,069,872 57.87%
Energy Mineral Tax 3,152,890 -3.16% 5,526,990 75.30% 5,596,520 1.26%
Coin Laundry License Fees 126,386 -9.54% 124,276 -1.67% 126,740 1.98%
Coin Laundry License Fees-Tax Collection
Agreements 0 NA 0 NA 1,513 NA
Trading Stamps License Fee 50 0% 50 0% 0 -100%
Amusement Device Fee 67,161 -30.47% 122,832 82.89% 65,205 -46.92%
Bingo License Fee 25,000 -9.09% 25,000 0% 25,000 0%
Bingo Tax 24,572 -2.50% 25,872 5.29% 27,758 7.29%
Total $1,369,683,818 7.03% $1,470,272,771 7.34% 1,444,656,266 -1.74%
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Tax Revenues: Distribution

Distribution of Taxes

Infiscal year 2009, the $1,444,656,266 in tax revenues collected by the department was distributed to various
fundsand units of government. The largest portion of revenues (56.1%) was deposited inthe state’s general
fund, with 24.6% going to local governments, 11.7%to the State Highway Fund, and 7.6% to other uses.

While sales, use and contractors’ excise taxes make up 64% of the state general fund, the remainder of the fund
comes from special taxes and fees and other sources which include the South Dakota Lottery and CRP
program. The following chart shows the taxes that produce the revenues and the manner inwhich the revenues
aredistributed.

How Taxes Are Distributed

State
General Local Highway
Tax Fund Gov't Fund Other
State Sales Tax 100% -0-% -0-% -0-%
State Use Tax 100% -0-% -0-% -0-%
State Contractors’ Excise Tax 100% -0-% -0-% -0-%
Municipal Sales and Use Tax (1) -0-% 100% -0-% -0-%
Cigarette Excise Tax 2) -0-% -0-% -0-%
Cigarette License Fee 100% -0-% -0-% -0-%
Estate Tax 90% 10% -0-% -0-%
Bank Franchise Tax (3) 26.66% 73.33% -0-% -0-%
Bank Card Taxpayers 95% 5% -0-% -0-%
Ore Tax 100% (4) -0-% -0-% -0-%
Coin Operated Laundromat Fee 100% -0-% -0-% -0-%
Trading Stamp License Fee 100% -0-% -0-% -0-%
Energy Minerals Severance Tax 50% 50% -0-% -0-%
Malt Beverage Occupational Tax 75% 25% -0-% -0-%
Conservation Tax -0-% -0-% -0-% (5)
Amusement Machine Registration (6) (6) -0-% -0-%
Distilled Spirits Occupational Tax 75% 25% -0-% -0-%
Wines and Diluted Beverages 75% 25% -0-% -0-%
Malt Beverage License Fee 50% 50% -0-% -0-%
Liquor License Fee (other than retail) 100% -0-% -0-% -0-%
Other Tobacco Products Tax (2) -0-% -0-% -0-%
Alcoholic Beverage 2% Purchase Price Tax 100% -0-% -0-% -0-%
Wholesale Liquor License Fee 100% -0-% -0-% -0-%
Alcohol Beverage Brand Registration Fee 100% -0-% -0-% -0-%
Aviation Fuel Tax -0-% -0-% -0-% Aeronautics
Fund (DOT)

Motor Fuel Tax -0-% -0-% 97% (7)
Tank Inspection Fee -0-% -0-% -0-% (8)

(continued on next page)
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2

(3)
4

(5)
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)
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Distribution/continued

How Taxes Are Distributed/continued

State
General Local Highway

Tax Fund Gov't Fund Other
Prorate Fee (9) -0-% 98.5% -0-% (10)
Motor Vehicle Excise Tax -0-% -0-% 100%
Motor Vehicle Registration Fee -0-% 95.75% -0-% (11)
Motor Vehicle Licensing Receipts:

Snowmobiles -0-% -0-% -0-% (12)

Plates and Permits -0-% -0-% -0-% LPR

Title and Penalty Fees -0-% -0-% -0-% MVF

Mobile Home Registration Fees 25% 63.75% -0-% 11.25% - MVF

The state retains an administrative fee, which varies from .55% to 1%.

The first $30 million collected annually is deposited in the State General Fund. All revenue in excess of $30 million goes
into the Tobacco Prevention and Reduction Trust Fund.

An exception exists regarding banks organized pursuant to SDCL 51A-2-38 to 51A-2-43, inclusive. 95% of the revenue
derived from that tax is deposited into the State General Fund, while 5% goes to the county where the bank is located.
Revenues from mining companies licensed after January 1, 1981 are split as follows: 80% to the state, 20% to the county
of production (subject to a $1 million cap).

100% of the tax collected is placed in the Environment and Natural Resources fee fund.

Revenue from devices located outside municipalities is deposited into the State General Fund. If the amusement device is
located within the boundaries of a municipality, then the revenues are remitted to the municipality.

Motor fuel refunds are deducted first and then the remaining monies are divided as follows: Each July, an amount equal to
the number of snowmobiles licensed as of July times 125 gallons times the tax rate is transferred to a fund for
snowmobile trails; an amount equal to the number of licensed motorized boats times 140 gallons times the tax rate is
transferred to the parks recreation fund; an amount equal to 35% of claimed refunds not to exceed $1,500,000 is
transferred to the conservation commission; the taxes collected under the provisions of the International Fuel Tax
Agreement are transferred to member jurisdictions; and 2% is transferred to the Motor Fuel Tax Administration Account.
Beginning January 1, 2003, 50% of the revenue collected shall be deposited in the ethanol fuel fund and the remaining
50% distributed as follows: 78.7% deposited in the capitol construction fund and 21.3% deposited in the petroleum release
compensation fund.

Other prorate fees: duplicate cab card, trailer fees, tractor registration fees, and transfer fees are deposited in the State
Highway Fund. Trailer ID fees and duplicate fees are deposited in the License Plate Special Revenue Fund (LPR). Title
and penalty fees and administration fees are deposited in the State Motor Vehicle Fund (MVF).

(10) .5% is deposited in the State Motor Vehicle Fund (MVF), and 1% goes to the License Plate Special Revenue Fund (LPR).

The percentages were changed in 2000.

(11) 1.75% is deposited in the State Motor Vehicle Fund (MVF), and 2.5% goes to the License Plate Special Revenue Fund

(LPR).

(12) 90% goes to Game, Fish and Parks, 10% to the State Motor Vehicle Fund (MVF).
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A History of South Dakota Taxes

A Chronology of Tax Legislation

The first state tax in South Dakota - an inheritance tax - was enacted by the legislature in 1905. Since that time,
there have been a number of major expansions and changes in our tax codes, as evidenced by this chronology of
the tax history of South Dakota.

1905

1913

1923

1923

1933

1935

1935

1935

1937

1939

1939

1941

1965

1977

1979

1988

1995

1998

Inheritance Tax

2000 Last Major Change: Voters repealed the tax.

License Fees, Non-Commercial

1999 Last Major Change: Fees increased on non-commercial vehicles by an average of $12. Motor home fees
increased. Travel trailers no longer qualified for ID plates.

Motor Fuel

2009 Last Major Change: Changed how tax is applied to blended fuels (gasahol). Tax applied to ethyl alcohol at $.08
per gallon and tax on gasoline at $.22 per gallon.

Cigarettes

2007 Last Major Change: Voters approved increasing the tax from $.53 to $1.53 per pack of 20 and $.67 to $1.92 per
pack of 25.

License Fees, Commercial

1982 Last Major Change: License fees were restructured.

Alcohol Beverage

2008 Last Major Change: A package beer and package farm wines license was added with a fee of $175. Also added
was a full service restaurant on-sale liquor license with the fee based on current fair market value or population.
Sales Tax

2004 Last Major Change: Tax repealed on trucking of products and small package delivery companies. Also exempted
transportation services provided by household moving companies.

Mineral Extraction

1994 Last Major Change: Changed from gross yield and net income to gross production ($4.00 per ounce of
severed gold) and 10% net income.

Motor Vehicle Registration

2009 Last Major Change: Limited special plates for Disabled Veterans, Prisoners of War, Pearl Harbor Survivors, and
Purple Heart recipients to two sets of plates for $10 per year with no registration fee.

Bank Franchise

2000 Last Major Change: Lowered the net income levels on which the bank franchise tax is based.

Use Tax

2004 Last Major Change: Tax repealed on trucking of products and small package delivery companies. Also exempted
transportation services provided by household moving companies.

Special Fuel

1999 Last Major Change: Tax increased on April 1 from $.18 to $.22 per gallon.

Interstate Fuels

1995 Last Major Change: Allowed state to enter into agreements for the collection of fuel tax on interstate

motor carriers.

Energy Minerals

No major changes made since implementation.

Contractors’ Excise Tax

1995 Last Major Change: Increased the tax rate on utility contracts from 1.5% to 2%.

Tank Inspection Fee

1993 Last Major Change: Increased from $.01 per gallon to $.02 per gallon on all petroleum products introduced into
this state.

Other Tobacco Products Tax

2007 Last Major Change: Voters approved increasing from 10% to 35% the tax imposed on the wholesale purchase
price of other tobacco products.

Alcohol Beverage: Cider

1998: Cider was added as a category at a rate of $.28 per gallon.

South Dakota Department of Revenue & Regulation



A Listing of South Dakota Taxes

Description of Individual Taxes

Each of the four categories of taxes (sales, use and contractors’ excise taxes; motor fuel taxes; motor vehicle
licensing; and special taxes) is comprised of a number of individual taxes which vary in purpose, application,

and rate.

Tax

Description

Alcoholic Beverage Brand

Alcoholic Beverage 2%

Amusement Machine

Bank Franchise Tax

Beer License Fee

Beer Occupational Tax

Bingo/Pull Tab Tax

Bingo/Pull Tab Tax Licenses

Cigarette Excise Tax

Cider Tax

Cigarette License Fee

Coin-Operated Laundromat Fee

Commercial License Fee

Conservation Tax

Contractors’ Excise Tax

Malt and cereal beverages and wines; alcoholic cordials, liqueurs, cocktails, etc.; distilled spirits, whiskeys,
gin, rum, brandy, vodka, etc. Imposed on all brand labels registered and offered for sale by distillers,
manufacturers, vintners, and breweries importing products into the state. (Authority: SDCL 39-13-3) (Rate
Base: 1st Label: $25.00, $50.00, $100.00; 2nd Label: $10.00, $15.00, $25.00)

Imposed on all distilled spirits and wines imported and received by in-state licensed liquor wholesalers.
(Authority: SDCL 35-5-6.1) (Rate Base: 2% of the purchase price paid for alcoholic beverages)

Imposed on all mechanical or electronic amusement devices offered to the public for use. Any device used
exclusively at a fair may be registered for 30 days by paying a fee of $3.00. Devices manufactured before
1940 are exempt from the fee. (Authority: SDCL 10-58) (Rate Base: $12.00 per machine; $3.00 per
machine, temporary)

Imposed on all banks and financial corporations, small loan companies and savings and loan companies
on their net annual earnings in lieu of sales tax on financial and banking services. (Authority: SDCL 10-43-
2, 4) (Rate Base: 6% decreasing to .25% as income increases or $200 per location minimum)

Imposed on all applicants requesting permission to operate as a malt beverage wholesaler or retailer;
annual license and 50% of all fees (except brewers license fee which is retained in state general fund)
retained at the local level. (Authority: SDCL 35-4-2)(Rate Base: $500.00 - Brewer; $400.00 - Wholesalers;
$150.00 - Off-Sale; $250.00 - On-Off Sale; $150.00 - Transfers; $175.00 - off-sale beer and off-sale farm
wines)

Imposed on all 31-gallon barrels of malt beverages imported and received by all licensed beer and liquor
wholesalers. (Authority: SDCL 35-5-3) (Rate Base: $8.50 per bbl.)

All bingo paper and pull tab distributors pay a monthly tax of 5% of gross sales of these products.
ity: SDCL 22-25-48) (Rate base: 5% of gross sales)

(Author-

Persons or entities selling bingo paper or pull tabs to any organization conducting bingo games or pull tab
lotteries must acquire a distributor's license. Persons or entities manufacturing bingo paper or pull tabs and
selling these products to South Dakota distributors must obtain a manufacturer's license. (Authority: SDCL
22-25-28, 29) (Rate base: Distributor - $5,000 annually; Manufacturer - $2,500 annually)

Imposed on all packs of 20 and 25 cigarettes; stamps or impressions applied by the cigarette distributor
prior to any sale to retailers for resale. (Authority: SDCL 10-50-3) (Rate Base: $1.53 cigarette stamp on
packs of 20 and $1.92 cigarette stamp on packs of 25)

Imposed tax of $.28 per gallon. (Authority: SDCL 35-5-3)

Imposed on all applicants requesting a cigarette wholesaler's or distributor's license; such licenses are
required prior to the purchase and affixing of cigarette stamps. (Authority: SDCL 10-50-9) (Rate Base:
$150.00 annually)

Imposed on operators of coin-operated laundromats and drycleaning businesses which is in lieu of sales or
use tax provisions. $10.00 per unit in cities of 1,000 population or over and all rural areas. $8.00 per unit in
cities of under 1,000 population. (Authority: SDCL 10-45-5.1) (Rate Base: $8.00 per unit and $10.00 per
unit)

In consideration of the unusual use of the public highways, each person, except as otherwise provided in
this chapter, desiring to operate a motor vehicle, trailer or semitrailer, upon the public highways of this state
as a motor carrier, annually pays the commercial motor vehicle fee based on gross weight. (Authority:
SDCL 32-9-15 and SDCL 32-9-22) (Rate Base: fees are based on maximum gross weight)

Imposed on the severance of all energy minerals, paid quarterly by the severor. (Authority: SDCL 10-39B)
(Rate Base: 2.4 mills of taxable value)

Contractors’ Excise Tax of 2% is imposed on gross receipts of prime and subcontractors on realty improve-
ment contracts performed for qualifying utility projects. Sales and use tax is applicable on construction
materials. (Authority: SDCL 10-46B) (Rate Base: 2%) A contractors’ excise tax of 2% is imposed on gross
receipts of prime contractors on all other realty improvement contracts, including labor and materials.
(Authority: SDCL 10-46A) (Rate Base: 2%)

2009 Annual Report 9



Tax Listing/continued

Tax

Description

Contractors’ Use Tax

Energy Minerals

Estate Tax

Excise Tax on Farm Machinery,
Farm Attachment Units, and
Irrigation Equipment

Interstate Fuel Use Tax

Liquor License Fee

Liquor Tax

Mobile Home

Motor Fuel/Special Fuel Tax

Motor Vehicle Excise Tax

Municipal Gross Receipts Tax

Municipal Sales and Use Tax

Non-Commercial License Fees

Ore Tax

Imposes use tax on contractors and subcontractors who use tangible personal property in the performance of
realty improvement contracts. Tax applies on the cost or fair market value of property, whichever is greater.
Materials used in public contracts are taxable. (See Contractors’ Excise Tax) (Authority: SDCL 10-46-5) (Rate
Base: 4%)

Imposed on owners of energy minerals for the privilege of severing said minerals. (Authority: SDCL 10-39A)
(Rate Base: 4.5% of taxable value)

Imposed on estates in an amount equal to any unused Federal-State Death Tax Credit. (Authority: SDCL
10-40A) (Rate Base: Unused Federal Credit)

Imposed on the sale, use or lease of farm machinery, farm attachment units, and irrigation equipment.
(Authority: SDCL 10-46E) (Rate Base: 4%)

Provides an additional method of collecting fuel taxes from interstate motor vehicle operators commensu-
rate with their operations on South Dakota highways. (Authority: SDCL 10-47B) (Rate Base: .22/gallon -
Diesel; .20/gallon - Liquid Petroleum Gas)

Imposed on all applicants requesting permission to obtain and operate under the provision of any classified
license listed in the area of distilled spirits and liquor. (Authority: SDCL 35-4-2) (Rate Base: $4,000.00 -
Distiller; $5,000.00 - Wholesaler; $500.00 - Artisan Distiller; $25.00 - Solicitors; $25.00 - Transporters;
$100.00 - Carriers; $10.00 - Dispensers)

Imposed on every gallon of distilled spirits imported and received by in-state licensed liquor wholesalers.
(Authority: SDCL 35-5-3) (Rate Base: $3.93 per gallon)

An initial registration fee at the rate of four percent of the purchase price of a mobile home or if a bill of
sale is not available, the fair market value thereof. The payment of such license fee shall be in full and is in
lieu of all occupational, sales, excise, privilege and franchise taxes levied by this state upon the gross
receipts from all sales of mobile homes. (Authority: SDCL 32-5-16.1) (Rate Base: 4% on purchase price or
fair market value)

A tax is imposed on all motor fuel and special fuel that is removed from a terminal in this state and on all
imports of fuel, except dyed diesel fuel. A tax of $.22 per gallon is imposed on all gasoline and $.08 per
gallon on ethyl or methyl alcohol sold or used in this state. Dyed diesel fuel is either exempt or subject to
sales tax depending on the use of the fuel. (Authority: SDCL 10-47B) (Rate Base: .22/gallon - Motor Fuel/
Special Fuel; $.08/gallon ethyl/methyl alcohol; .06/gallon - Aviation; .10/gallon - Alternative Fuel for road
purposes/ Compressed Natural Gas; .04/gallon Jet Fuel and Alternative Fuel for aircraft purposes)

In addition to all other license and registration fees for the use of the highways, a person pays an excise tax
at the rate of three percent on the purchase price of any snowmobile, boat or motor vehicle, as defined by
32-3-1 or 32-3A, purchased or acquired for use on the streets, highways or waterways of this state and
required to be registered under the laws of this state. This tax is in lieu of any tax levied by chapters 10-45
and 10-46 on the sales of such vehicles. (Authority: SDCL 32-5B-1 thru 32-5B-20, 32-20A-15 and 32-3A)
(Rate Base: 3% purchase price)

Municipal Gross Receipts Tax imposed by city ordinance, administered by the Department of Revenue &
Regulation, in addition to state tax. Imposed on alcoholic beverages, eating establishments, lodging
accommodations, ticket sales and admission to places of amusement, or athletic and cultural events.
(Authority: SDCL 10-52A)(Rate Base: 1%)

Municipal sales and use taxes imposed by city ordinance, administered by the Department of Revenue &
Regulation, in addition to state tax. (Authority: SDCL 10-52) (Rate Base: No specific rate, rates vary from 1%
up to 2%)

License fees and compensation on non-commercial motor vehicles, including automobiles, pickups and
vans with an empty weight of 10,000 Ibs. or less (pickups in the 6,001 - 10,000 Ibs. category have the option
of licensing non-commercial or non-commercial declared gross weight), trailers and semitrailers for use on
the highways payable under SDCL 32-5-5, shall be determined by the manufacturer's shipping weight.
License fees and compensation on non-commercial motor vehicles which are not automobiles, pickups or
vans shall be determined on declared gross weight. (Authority: SDCL 32-5-5, 32-5-6, 32-5-6.1,32-5-6.3, 32-
5-6.4, and 32-5-8) (Rate Base: Fees are based on the age and weight of the vehicle)

Imposed on all companies severing precious metals within the state; based on the gross production and net
income from the sale of such metal. Each producer is given a 20 ounce exemption per year. (Authority:
SDCL 10-39-43, 10-39-45.1, 10-39-56) (Base Rate: $4 per ounce of gross gold production plus 10% of net
income and 8% of royalties other than those owned by federal, state, or local governments)
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Tax Listing/continued

Tax Description

Other Tobacco Products Tax Imposed on distributors and wholesalers of cigars, snuff, chewing tobacco and any other products made up
of tobacco, except cigarettes. The tax is imposed on the wholesale purchase price of other tobacco products
and is paid on the fifteenth day of the month following the month of purchase. (Authority: SDCL 10-50-61)
(Rate Base: 35%)

Retail Liquor License Fee These are the fees that may be assessed by the local governing board to any applicant requesting a retail
liquor license to sell distilled spirits, wine and beer. The fees marked "max" indicate that the local board
may set any fee up to this maximum level. All fees remain with the local governing board recommending
the issuance of such license within their jurisdiction. (Authority: SDCL 35-4-2)

Rate Base: City:
Off-sale Package Liquor $ 500.00(min) First Class (NEW)
Off-sale Package Liquor $ 500.00 First Class (RENEWAL)
Off-sale Package Liquor $ 400.00(max) Second Class
Off-sale Package Liquor $ 300.00(max) Third Class
On-sale Retailer Liquor (New) $1.00/person (min) First Class
On-sale Retailer Liquor (Renewal) $1500.00 First Class
On-sale Retailer Liquor $1200.00 (max) Second Class
On-sale Retailer Liquor $ 900.00(max) Third Class
On-sale Retailer Liquor (Sunday) $ 200.00(max) All Classes
On-sale Retailer Liquor (Airport) $ 250.00 All Classes
Off-sale Municipal Package $ 250.00 All Classes
On-sale (wine) $ 500.00 All Classes
On-sale Full Service Restaurant Contact City All Classes
Sales Tax Sales Tax applies on retailers' gross receipts from all sales of tangible personal property and services not

specifically exempted. Exemptions include, but are not limited to, sales to the state and its political
subdivisions, certain agricultural products, motor vehicles, motor fuel, labor on construction and prescription
drugs. A license is required. (Authority: SDCL 10-45) (Rate Base: 4%)

Tank Inspection Fee A $0.02 per gallon fee is imposed upon any petroleum product received in this state. (Authority: SDCL 34A)

Title and Penalty Fees Title fees are $5.00 per title; however, if the title is submitted more than 30 days after the date of sale, a
late fee of one dollar for each week or fraction thereof beyond the 30-day limitation for 25 weeks and a late
fee of $50 for 26 weeks or more is imposed. (Authority: SDCL 32-3-18 and SDCL 32-3-27) (Rate Base: $5.00
title fee, variable penalty)

Tourism Tax Imposed on lodging, visitor attractions, motor vehicle rentals, recreational vehicles, recreational services,
spectator events, and visitor intensive businesses. (Authority: SDCL 10-45D) (Rate change effective 07/01/09
from 1% to 1.5%. New rate effective through 06/30/2011)

Trading Stamp License Fee Imposed annually on all trading stamp and coupon companies who wish to provide retailers with their
products. (Authority: SDCL 37-19-1) (Rate Base: $50.00)

Use Tax Use Tax is imposed on the privilege of the use, storage and consumption in this state of tangible personal
property or services. Tax is imposed on persons using property and services. Certain exemptions apply;
property exempted if taxed under 10-45. Use tax license required. (Authority: SDCL 10-46) (Rate Base: 4%)

Wine Tax (High) Imposed on wines, except sparkling wines, containing 14.1 to 20% alcohol by weight imported and
received by in-state licensed liquor wholesalers. (Authority: SDCL 35-5-3) (Rate Base: $1.45 per gallon)

Wines and Diluted Imposed on all wines, except sparkling wine, and diluted beverages containing 3.2 to 14% alcohol by
weight imported and received by in-state licensed liquor wholesalers. (Authority: SDCL 35-5-3) (Rate Base:
$.93 per gallon)

Wine Tax (over 20%) Imposed on wines containing 20.1 to 24% alcohol by weight and all sparkling wine imported and received
by in-state licensed liquor wholesalers. (Authority: SDCL 35-5-3) (Rate Base: $2.07 per gallon)
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Sales, Use and Contractors’ Excise Taxes
Business Tax Division - Jan Talley, Director

The Business Tax Division administers the sales tax, use tax, municipal tax, and contractors’ excise tax, as well
as the tax collection agreements with Indian tribes. The division issues licenses to new taxpayers, educates
current taxpayers, performs reviews of businesses, handles compliance for licensed and unlicensed businesses,
and collects delinquent taxes.

Itis also the responsibility of the division to administer the construction refund programs. These programs allow
businesses to seek a refund of sales, use and contractors’ excise tax or delay payment of sales and use tax on
projects such as large wind farms, new and expanded agricultural facilities, and power facilities.

Total Revenues

Sales, use and contractors’ excise taxes produce the largest portion of the total tax revenues, accounting for
74% of the total revenues in fiscal year 2009. These revenues come from over 76,367 businesses that currently
pay sales, use and contractors’ excise taxes on their products and services. In fiscal year 2009, sales, use and
contractors’ excise taxes in South Dakota totaled $1,022,762,187. This included state taxes, municipal taxes,
and taxes collected pursuant to tax collection agreements with Indian tribes.

Of the $1,022,762,187 collected, 65.4% came from the state sales and use tax; 26.9% from municipal sales
and use taxes; 7% from state contractors’ excise tax; and 0.7% from taxes collected pursuant to a tax collection
agreement with an Indian tribe.

Following is a ten-year comparison of total state revenues from these taxes as well as a percentage breakdown
of sales, use and contractors’ excise tax revenues.

Total State Revenues: Sales, Use and Contractors’ Excise Taxes

Fiscal Year Total State Revenues Percent of Change
2000 482,182,120 5.89%
2001 508,759,868 5.51%
2002 517,325,658 1.68%
2003 538,895,652 4.17%
2004 574,063,634 6.53%
2005 607,436,346 5.81%
2006 660,042,811 8.66%
2007 691,218,595 4.72%
2008 733,797,079 6.16%
2009 740,503,025 0.91%
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Municipal Taxes

Sales Tax/continued

While cities settheir own tax rates, the department isresponsible for collecting the actual taxes. Those revenues
are then distributed to the taxing units based on the amount collected fromeach city. These sales tax revenues
donotnecessarily indicate the level of economicactivity in these areas since municipalities vary in their tax rates
and the size of their tax bases.

City

Aberdeen
Akaska
Alcester
Alexandria
Alpena
Andover
Arlington
Armour
Artesian
Ashton
Astoria
Aurora
Avon

Baltic

Belle Fourche
Belvidere
Beresford
Big Stone City
Bison

Blunt
Bonesteel
Bowdle
BoxElder
Brandon
Brandt
Bridgewater
Bristol
Britton
Brookings
Bryant
Buffalo
Burke
Canistota
Canova
Canton
Carthage
Castlewood
Centerville
Central City
Chamberlain
Chancellor
Clark
ClearLake
Colman
Colome
Colton
Corona
Corsica
Crooks
Custer
Dallas
Davis

De Smet
Deadwood
Dell Rapids
Delmont
Dimock
Doland
Dupree
Eden
Edgemont
Egan

Elk Point
Elkton
Emery
Estelline

2009
Rate(s)

1%, 2%
2%

2%

2%

1%

2%

2%

2%

2%

1%

1%

1%

2%

1%, 2%
1%, 2%
2%

1%, 2%
1%

2%

1% GR/ST
1%

2%

1%, 2%
1%, 2%
2%

2%

2%

1%, 2%
1%, 2%
2%

1%

2%
1%,2%
1.95%
2%

2%

2%

1%, 2%
2%

1%, 2%
1%, 2%
2%

1%, 2%
2%

2%

1%, 2%
2%

1%, 2%
1%,1.9%
1%, 2%
1%, 2%
2%

1%, 2%
1%, 2%
1%, 2%
2%

2%

2%

1%

1%

1%, 2%
2%

2%

2%

2%

1%

FY2008
Remittance

$14,462,066.16
7,877.94
154,498.94
92,671.21
89,923.84
0.00
274,797.49
202,204.46
17,612.52
0.00

0.00
36,228.06
121,279.59
119,920.95
1,903,450.55
15,501.62
651,719.60
90,584.48
0.00
17,108.99
30,100.74
115,128.95
835,328.27
2,234,266.44
17,819.75
90,564.74
57,636.61
556,728.25
10,622,876.52
41,763.60
73,429.94
228,746.11
124,191.76
15,495.27
786,701.82
24,751.33
104,015.71
130,342.37
61,909.68
1,071,940.28
87,736.81
314,191.54
511,783.29
168,968.32
41,382.92
104,331.56
16,886.15
228,087.75
131,400.24
1,274,827.01
41,341.82
9,929.06
380,801.95
2,410,028.54
776,824.52
46,769.40
22,747.76
23,487.35
53,326.42
14,706.01
179,463.28
17,904.32
426,449.26
182,293.92
83,549.75
58,144.49

FY2009
Remittance

$15,065,512.04
17,826.59
147,050.27
94,709.65
87,958.70
17,286.44
257,589.46
203,262.54
18,382.63
5,469.07
5,105.92
50,559.87
131,784.75
107,475.82
1,914,320.34
12,319.62
654,107.41
81,591.56
150,681.01
33,159.85
31,778.07
121,050.69
808,999.24
2,137,970.35
18,999.07
78,287.23
72,239.12
552,039.10
10,621,996.05
78,869.98
64,749.90
236,792.58
127,872.63
26,724.67
730,309.64
40,305.60
91,823.50
141,781.97
66,676.61
1,102,165.61
67,399.25
327,101.93
553,406.47
195,597.83
38,587.55
106,272.62
17,113.55
231,225.85
115,898.48
1,275,216.31
42,681.48
8,693.16
413,905.39
2,449,628.15
737,013.02
40,117.32
22,598.69
35,523.32
53,856.44
15,991.03
172,550.59
20,067.63
406,040.79
158,559.88
97,347.82
61,206.28

%Increase
(Decrease)

4.17%
126.28%
-4.82%
2.20%
-2.19%
NA
-6.26%
0.52%
4.37%
NA

NA
39.56%
8.66%
-10.38%
0.57%
-20.53%
0.37%
-9.93%
NA
93.82%
5.57%
5.14%
-3.15%
-4.31%
6.62%
-13.56%
25.34%
-0.84%
-0.01%
88.85%
-11.82%
3.52%
2.96%
72.47%
-7.17%
62.84%
-11.72%
8.78%
7.70%
2.82%
-23.18%
4.11%
8.13%
15.76%
-6.75%
1.86%
1.35%
1.38%
-11.80%
0.03%
3.24%
-12.45%
8.69%
1.64%
-5.12%
-14.22%
-0.66%
51.24%
0.99%
8.74%
-3.85%
12.08%
-4.79%
-13.02%
16.51%
5.27%

City

Ethan
Eureka
Faith
Faulkton
Flandreau
Florence
Fort Pierre
Frederick
Freeman
Garretson
Gary
Gayville
Geddes
Gettysburg
Glenham
Gregory
Grenville
Groton
Harrisburg
Harrold
Hartford
Hayti

Hazel
Hecla
Henry
Hermosa
Herreid
Highmore
Hill City
Hitchcock
Hosmer
Hot Springs
Hoven
Howard
Hudson
Humboldt
Hurley
Huron
Interior
Ipswich
Irene
Iroquois
Isabel

Java
Jefferson
Kadoka
Kennebec
Keystone
Kimball
Kranzburg
Lake Andes
Lake Norden
Lake Preston
Langford
Lead
Lemmon
Lenno