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REVENUE ESTIMATE SUMMARY

General fund receipts for FY2022 are forecast at $2,125.1 million. Ongoing receipts comprise $1,962.7 million of the
total. One-time revenues comprise $162.4 million of the total, which includes $28.3 million in one-time sales and
use tax, $14.9 million in one-time unclaimed property, a $28.0 million transfer from the budget reserve, $85.9
million of obligated cash carried forward from FY2021, and a prior period adjustment of $5.3 million. The ongoing
estimate for FY2022 includes an increase of $26.5 million from actual FY2021 ongoing receipts. Categories
forecasted to show major increases in FY2022 over FY2021 actuals include the sales and use tax (+540.7M), lottery
(+$5.6M), insurance company tax (+$3.6M), and contractor’s excise tax (+$3.1M). Categories forecast for major
decreases from FY2021 actual receipts are ongoing unclaimed property receipts (-522.8M) and severance taxes
(-52.0Mm).

The revised ongoing estimate for FY2022 is $129.3 million higher than the ongoing estimate adopted during the 2021
legislative session. Major positive adjustments for the revised FY2022 estimate compared to the adopted FY2022
estimate are for sales and use tax (+$92.5M), lottery (+$21.7M), investment income and interest (+$8.3M), and
contractor’s excise tax (+$6.0M). The most significant negative revisions compared to the adopted FY2022 estimate are
for unclaimed property receipts (-55.3M), telecommunications tax (-51.5M), and tobacco taxes (-51.4M).

General fund receipts for FY2023 are projected to be $1,975.9 million, of which all receipts are considered ongoing.
The forecast for ongoing receipts in FY2023 is an increase of $13.2 million from the revised FY2022 projection. The
significant sources of growth are from sales and use tax (+$5.8M), insurance company tax (+$3.6M), and trust fund
transfers (+$3.1M). Categories forecasted for significant decreases in FY2023 are investment income and interest
(-$3.5M) and tobacco taxes (-S1.1M).

CURRENT REVENUE FORECAST
(Dollars in Millions)

FY2022  FY2023

Sales and Use Tax 1,250.1 1,255.9
Lottery 161.1 164.0
Contractor's Excise Tax 147.6 150.2
Insurance Company Tax 100.6 104.2
Unclaimed Property 40.0 40.0
Tobacco Taxes 51.1 50.0
Other Ongoing Revenues 212.1 2115
One-Time Receipts 43.2 0.0
Transfer from Budget Reserve Fund 28.0 0.0
Obligated Cash Carried Forward 85.9 0.0
Prior Period Adjustment 5.3 0.0
Total Revenue 2,125.1 1,975.9
SALES AND USE TAX

The sales and use tax is the single largest revenue source for the state’s general fund and accounts for approximately
63.6% of ongoing general fund revenue. Between FY2000 and FY2021, the sales and use tax grew from $432.1 million
to $1,222.8 million, which was an average annual increase of 5.1%. Over the past twelve years, growth rates of the
sales tax have varied from year to year. In FY2010, growth was negative (-1.2%) due to a severe national recession
causing declines in employment. In FY2011, growth was robust (8.9%) due to a strong agriculture sector combined
with a recovering nonfarm economy. In FY2012 and FY2013, growth was slightly below average (4.8% and 4.3%),
reflecting lower inflation and a moderate economic recovery. FY2014 realized a 6.1% growth due to large audit
collections and strong agriculture income. In FY2015 and FY2016, the growth was soft (1.6% and 2.9%) due to lower
farm income, low inflation, and cautious consumer spending. In FY2017, growth was 10.5%, which reflects the
0.5% sales and use tax rate increase. Excluding the rate increase in FY2017, sales tax would have had negative
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growth (-1.6%), reflecting lower farm income, low inflation, and slower economic growth. In FY2018, FY2019, and
FY2020 growth rebounded (4.0%, 3.7%, and 4.6%) due to improved consumer spending. In FY2021, sales tax grew by
a historic 14.0% due to increased consumer spending driven by historic federal government stimulus in response to
the COVID-19 pandemic.

Net collections from the sales and use tax in FY2021 were $1,222.8 million, which was an increase of $150.0 million
compared to FY2020. Through the first four months of FY2022, sales and use tax collections to the general fund were
$475.1 million, which is an increase of 13.6% from the first four months of FY2021. For the revised FY2022 estimate,
the sales and use tax is forecast at $1,250.1 million, which is an increase of $40.7 million, or 3.4%, compared to FY2021.
For FY2023, the sales and use tax is forecast at $1,255.9 million, which is an increase of $5.8 million, or 0.5%, over the
revised FY2022 estimate.

LOTTERY

Collections from lottery activities account for approximately 8.3% of ongoing general fund revenues. In FY2022, lottery
collections are anticipated at $161.1 million, which includes the general fund’s share of instant lottery ticket sales of
$5.7 million, 50% or $3.0 million from the online lottery net income, and $152.3 million in video lottery receipts. In
FY2023, lottery receipts are projected at $164.0 million, which includes $5.8 million from instant lottery income, 70%
or $4.3 million from online lottery net income, and $153.9 million from the state’s share of video lottery receipts. In
FY2020 and FY2021, video lottery receipts were $115.3 million and $147.8 million, respectively. So far in FY2022,
lottery receipts are up 4.3% through the first four months compared to the prior year.

CONTRACTOR'S EXCISE TAX

Collections from the contractor’s excise tax account for approximately 7.6% of ongoing general fund revenues.
Construction activity has a direct impact on the growth in the contractor’s excise tax collections. Expansion in this
activity is contributed to the increase in contractor’s excise tax collections from $47.6 million in FY2000 to $144.4
million in FY2021, representing an average annual increase of 5.8%. In FY2021, net collections to the general fund
from the contractor’s excise tax grew $20.7 million, or 16.8%, from FY2020. Through the first four months of
FY2022, net contractor’s excise tax collections were $58.8 million, an increase of 7.1% compared to the first four
months of FY2021. Contractor’s excise tax collections for FY2022 are forecast to be $147.6 million, which is an
increase of $3.1 million, or 2.2%, compared to FY2021 collections. FY2023 collections are forecast at $150.2 million,
which is an increase of $2.6 million, or 1.8%, compared to the revised FY2022 estimate.

INSURANCE COMPANY TAX

Collections from the insurance company tax account for approximately 5.3% of ongoing general fund revenues.
From FY2000 to FY2021, insurance company tax collections grew from $39.5 million to $97.0 million, which was an
average annual increase of 4.4%. In FY2021, insurance company tax collections increased by $3.7 million, or 4.0%,
compared to FY2020. For FY2022, insurance company tax collections are forecast at $100.6 million, which is an
increase of $3.6 million, or 3.7%, over FY2021 collections. For FY2023, insurance company tax collections are forecast
to be $104.2 million, which is an increase of $3.6 million, or 3.6%, over the revised FY2022 estimate. These estimates
are affected by the passage of SB 159 during the 2016 legislative session which allows tax credits for insurance
companies dedicated to scholarships for students attending private schools.

UNCLAIMED PROPERTY
Historically, collections from unclaimed property have been relatively small but now represent approximately 2% of

ongoing general fund revenues. Unclaimed property has been remitted to the State since the 1980’s. Collections to
the general fund ranged from $0.4 million in FY1997 to $8.0 million in FY2010. In FY2011 through FY2013, ongoing
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collections increased to $12.9 million, $13.9 million, and $13.9 million, respectively, due to mergers within the banking
industry. Continued consolidation combined with the migration of home office locations to South Dakota led to an
increase in ongoing collections in FY2014 through FY2021 ranging from $44 million to more than $62 million, net of
property claims. For FY2022, ongoing unclaimed property revenue is forecast at $40.0 million after projected claims
are paid through the remainder of the fiscal year. The Governor is recommending capping the amount of ongoing
general fund revenues related to unclaimed property at $40.0 million going forward due to the volatility in this
revenue source as well as heavy reliance on a small number of large banks.

TOBACCO TAXES

The tobacco taxes include the cigarette excise tax of $1.53 per pack of cigarettes and the tax on other tobacco
products, which is assessed at 35.0% of the wholesale price. In FY2021, cigarette taxes totaled $46.4 million, while
the other tobacco products tax totaled $11.0 million. The first $30.0 million collected in tobacco taxes is allocated to
the general fund and the next $5.0 million is allocated to the tobacco prevention and reduction trust fund. Any
collections in excess of $35.0 million are deposited directly into the general fund in the tobacco tax category. The
general fund’s portion totaled $52.3 million in FY2021. General fund receipts from tobacco taxes are projected at
$51.1 million in FY2022 and $50.0 million in FY2023.

OTHER ONGOING REVENUES

Receipts included in this category come from licenses, permits, and fees; trust funds; net transfers in; alcohol
beverage tax; bank franchise tax; alcohol beverage 2.0% wholesale tax; charges for goods and services;
telecommunications tax; severance tax; and investment income and interest. For FY2022, collections from other
ongoing revenues are projected to be $212.1 million, which is approximately 10.8% of total ongoing general fund
revenues. In FY2023, collections from other ongoing revenues are projected at $211.5 million.

ONE-TIME RECEIPTS

In FY2022, collections from one-time receipts are projected to be $43.2 million. These one-time receipts include
$28.3 million in one-time sales and use tax collections related to a large audit and $14.9 million in one-time
unclaimed property in excess of the proposed $40.0 million cap.

TRANSFER FROM BUDGET RESERVE FUND
In FY2022, the Governor is recommending $28.0 million be transferred from the Budget Reserve Fund to the general
fund. This $28.0 million would be used for a Community Work Center for Women in Rapid City. This will leave the

combined balance of the Budget Reserve and General Revenue Replacement Funds at $279.1 million, or 14.2% of
the Governor’s proposed FY2023 General Bill appropriations.

OBLIGATED CASH CARRIED FORWARD
This is the amount of prior year cash carried forward to meet obligations existing at the end of the previous year.
For FY2022, the total amount of obligated cash carried forward was $85.9 million. This was obligated to the General
Revenue Replacement Fund from the budget surplus at the end of FY2021.

PRIOR PERIOD ADJUSTMENTS

This is the amount of adjustments made to a prior fiscal year. For FY2022, the total amount of prior period
adjustments was $5.3 million.
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BUDGET RESERVE & GENERAL REVENUE REPLACEMENT FUNDS

During the 1991 Legislative Session, the Budget Reserve Fund was created to place resources into a reserve which
would be used to address unforeseen expenditure obligations or revenue shortfalls. At the end of FY2019 and
FY2020, unobligated general fund cash in the amounts of $19.4 million and $39.3 million, respectively, was
obligated to the Budget Reserve Fund. These funds were transferred from the general fund into the reserve in
FY2020 and FY2021, respectively. In FY2022, the Governor recommends transferring $28.0 million from the
Budget Reserve Fund to be used for a Community Work Center for Women in Rapid City. This will leave a
projected ending balance of $141.6 million.

During the 2015 Legislative Session, the General Revenue Replacement Fund was established to replace the
Property Tax Reduction Fund to assist in balancing the annual budget in the event of an unforeseen revenue
shortfall. At the end of FY2020 and FY2021, unobligated general fund cash in the amounts of $2.3 million and
$91.2 million, respectively, was obligated to the General Revenue Replacement Fund. These funds were
transferred from the general fund into the reserve in FY2021 and FY2022, respectively. The Governor does not
recommend a transfer from the General Revenue Replacement Fund in FY2022, leaving a projected ending
balance of $137.5 million.

The total estimated reserve balance of $279.1 million is 14.2% of proposed FY2023 General Bill appropriations.

BUDGET RESERVE FUND & GENERAL REVENUE REPLACEMENT FUND

CONDITION STATEMENT
ACTUAL ACTUAL ESTIMATED ESTIMATED
FY2020 FY2021 FY2022 FY2023

Budget Reserve Fund Beginning Balance S 125,762,872 S 130,257,559 S 169,583,492 S 141,571,484
Calculations for Maximum Balance in the Fund:

General Bill Appropriation for Prior Year 1,622,020,072 1,695,834,919 1,586,704,162 1,757,734,350

Budget Reserve Fund Percentage 10% 10% 10% 10%

Maximum Amount in the Fund 162,202,007 169,583,492 158,670,416 175,773,435

Maximum Transferable Amount 36,439,135 39,325,933 (10,913,076) 34,201,951
Amount of General Funds Available

End of Prior Year 19,354,553 41,617,499 91,208,112 0
Transferred in from General Fund 19,354,553 39,325,933 0 0
Transferred out to General Fund (14,859,866) 0 (28,012,008) 0
Ending Budget Reserve Fund Balance S 130,257,559 S 169,583,492 S 141,571,484 S 141,571,484
General Revenue Replacement Fund Balance S 44,000,048 S 44,000,048 S 46,291,614 S 137,499,726

General Revenue Replacement Fund Percentage 15% 15% 15% 15%

Maximum Amount in the Fund 243,303,011 254,375,238 238,005,624 263,660,153

Maximum Transferable Amount 199,302,963 210,375,190 191,714,010 126,160,427
Transferred in from General Fund 0 2,291,566 91,208,112 0
Transferred out to General Fund 0 0 0 0

Ending General Revenue Replacement Fund Balance S 44,000,048 S 46,291,614 S 137,499,726 S 137,499,726

General Funds Obligated to Reserves 41,617,499 91,208,112 0 0
ENDING TOTAL RESERVES BALANCE $ 215,875,106 $ 307,083,218 $ 279,071,210 S 279,071,210

NOTE: The totals may not add due to rounding.
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COMPARISON BETWEEN LEGISLATIVE ADOPTED AND

REVISED ESTIMATE FOR FY2022

ONGOING RECEIPTS

Sales and Use Tax

Lottery

Contractor's Excise Tax
Insurance Company Tax
Unclaimed Property Receipts
Licenses, Permits, and Fees
Tobacco Taxes

Trust Funds

Net Transfers In

Alcohol Beverage Tax

Bank Franchise Tax

Charges for Goods and Services
Telecommunications Tax
Severance Taxes

Investment Income and Interest
Alcohol Bev 2% Wholesale Tax

TOTAL (ONGOING RECEIPTS)

ONE-TIME RECEIPTS

Refinancing Gains/Transfer from SDBA
Closeout of SDRC Inc. Funds

Bank Franchise Tax Prior Year Revenue
One-Time Sales and Use Tax

One-Time Unclaimed Property Receipts
Unexpended Carryovers and Specials
Transfer from Budget Reserve Fund
Obligated Cash Carried Forward

Prior Period Adjustment

SUBTOTAL (ONE-TIME RECEIPTS)

GRAND TOTAL

NOTE: The totals may not add due to rounding.

FY2023 Governor's Budget Summary Book

LEG ADOPTED  BFM REVISED DOLLAR PERCENT
FY2022 FY2022 CHANGE CHANGE
1,157,606,191  1,250,085,781 92,479,590 7.99
139,393,130 161,112,839 21,719,709 15.58
141,633,824 147,591,027 5,957,203 4.21
97,376,447 100,643,775 3,267,328 3.36
45,342,907 40,000,000 (5,342,907) (11.78)
70,353,289 70,591,134 237,845 0.34
52,484,357 51,132,177 (1,352,180) (2.58)
43,053,117 43,501,898 448,781 1.04
20,700,293 22,489,602 1,789,309 8.64
8,707,962 8,840,735 132,773 1.52
14,941,359 17,911,177 2,969,818 19.88
15,225,703 15,412,432 186,729 1.23
4,568,114 3,049,859 (1,518,255) (33.24)
7,855,207 7,859,847 4,640 0.06
11,423,584 19,738,729 8,315,145 72.79
2,647,955 2,690,958 43,003 1.62
$1,833,313,439  $1,962,651,970 $ 129,338,531 7.05
0 0 0 N/A

0 0 0 N/A

0 0 0 N/A

25,000,000 28,305,843 3,305,843 13.22

0 14,887,304 14,887,304 N/A

0 0 0 N/A

0 28,012,008 28,012,008 N/A

0 85,875,130 85,875,130 N/A

0 5,332,982 5,332,982 N/A

$ 25000000 S 162,413,267 $ 137,413,267 549.65
$1,858,313,439  $2,125,065,237 $266,751,798 14.35




COMPARISON BETWEEN ACTUAL FY2021 AND REVISED FY2022

REVENUE COLLECTIONS
ACTUAL BFM REVISED DOLLAR PERCENT
FY2021 FY2022 CHANGE CHANGE
ONGOING RECEIPTS
Sales and Use Tax $1,209,342,342 1,250,085,781 40,743,439 3.37
Lottery 155,527,049 161,112,839 5,585,790 3.59
Contractor's Excise Tax 144,448,267 147,591,027 3,142,760 2.18
Insurance Company Tax 97,010,439 100,643,775 3,633,336 3.75
Unclaimed Property Receipts 62,809,930 40,000,000 (22,809,930) (36.32)
Licenses, Permits, and Fees 71,212,896 70,591,134 (621,762) (0.87)
Tobacco Taxes 52,314,193 51,132,177 (1,182,016) (2.26)
Trust Funds 41,628,039 43,501,898 1,873,859 4.50
Net Transfers In 23,471,494 22,489,602 (981,892) (4.18)
Alcohol Beverage Tax 8,767,726 8,840,735 73,009 0.83
Bank Franchise Tax 18,702,022 17,911,177 (790,845) (4.23)
Charges for Goods and Services 16,444,429 15,412,432 (1,031,997) (6.28)
Telecommunications Tax 3,520,578 3,049,859 (470,719) (13.37)
Severance Taxes 9,810,601 7,859,847 (1,950,754) (19.88)
Investment Income and Interest 18,592,297 19,738,729 1,146,432 6.17
Alcohol Bev 2% Wholesale Tax 2,596,157 2,690,958 94,801 3.65
TOTAL (ONGOING RECEIPTS) $1,936,198,459 $1,962,651,970 S 26,453,511 1.37
ONE-TIME RECEIPTS
Refinancing Gains/Transfer from SDBA 6,745,654 0 (6,745,654) (100.00)
Closeout of SDRC Inc. Funds 3,381,726 0 (3,381,726) (100.00)
Bank Franchise Tax Prior Year Revenue 10,013,790 0 (10,013,790) (100.00)
One-Time Sales and Use Tax 13,486,289 28,305,843 14,819,554 109.89
One-Time Unclaimed Property Receipts 0 14,887,304 14,887,304 N/A
Unexpended Carryovers and Specials 4,125,561 0 (4,125,561) (100.00)
Transfer from Budget Reserve Fund 0 28,012,008 28,012,008 N/A
Obligated Cash Carried Forward 19,093,963 85,875,130 66,781,167 349.75
Prior Period Adjustment 22,523,535 5,332,982 (17,190,553) (76.32)
SUBTOTAL (ONE-TIME RECEIPTS) S 79,370,518 S 162,413,267 S 83,042,749 104.63
GRAND TOTAL $2,015,568,977 $2,125,065,237 $109,496,260 5.43

NOTE: The totals may not add due to rounding.
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COMPARISON BETWEEN REVISED FY2022 AND ESTIMATED FY2023

ONGOING RECEIPTS
Sales and Use Tax
Lottery
Contractor's Excise Tax
Insurance Company Tax
Unclaimed Property Receipts
Licenses, Permits, and Fees
Tobacco Taxes
Trust Funds
Net Transfers In
Alcohol Beverage Tax
Bank Franchise Tax
Charges for Goods and Services
Telecommunications Tax
Severance Taxes
Investment Income and Interest
Alcohol Bev 2% Wholesale Tax
TOTAL (ONGOING RECEIPTS)

ONE-TIME RECEIPTS

Refinancing Gains/Transfer from SDBA

Closeout of SDRC Inc. Funds

Bank Franchise Tax Prior Year Revenue

One-Time Sales and Use Tax

One-Time Unclaimed Property Receipts

Unexpended Carryovers and Specials
Transfer from Budget Reserve Fund
Obligated Cash Carried Forward
Prior Period Adjustment

SUBTOTAL (ONE-TIME RECEIPTS)

GRAND TOTAL

NOTE: The totals may not add due to rounding.
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REVENUE COLLECTIONS
BFM REVISED BFM PROJECTED DOLLAR PERCENT
FY2022 FY2023 CHANGE CHANGE
1,250,085,781 1,255,854,578 5,768,797 0.46
161,112,839 164,019,294 2,906,455 1.80
147,591,027 150,205,144 2,614,117 1.77
100,643,775 104,242,670 3,598,895 3.58
40,000,000 40,000,000 0 0.00
70,591,134 70,666,353 75,219 0.11
51,132,177 50,008,340 (1,123,837) (2.20)
43,501,898 46,573,031 3,071,133 7.06
22,489,602 23,115,825 626,223 2.78
8,840,735 9,044,956 204,221 2.31
17,911,177 17,021,259 (889,918) (4.97)
15,412,432 15,545,036 132,604 0.86
3,049,859 2,988,861 (60,998) (2.00)
7,859,847 7,531,720 (328,127) (4.17)
19,738,729 16,213,891 (3,524,838) (17.86)
2,690,958 2,837,966 147,008 5.46
$1,962,651,970  $1,975868924 S 13,216,954 0.67
0 0 0 N/A
0 0 0 N/A
0 0 0 N/A
28,305,843 0 (28,305,843)  (100.00)
14,887,304 0 (14,887,304)  (100.00)
0 0 0 N/A
28,012,008 0 (28,012,008)  (100.00)
85,875,130 0 (85,875,130)  (100.00)
5,332,982 0 (5,332,982)  (100.00)
$ 162,413,267 S — 7S (162,413,267)  (100.00)
$2,125,065,237  $1,975,868,924 ($149,196,313) (7.02)




GENERAL FUND RECEIPTS

ACTUAL ACTUAL REVISED PROJECTED
FY2020 FY2021 FY2022 FY2023
ONGOING RECEIPTS
Sales and Use Tax $ 1,072,830,649 $ 1,209,342,342 $ 1,250,085,781 $ 1,255,854,578
Lottery 122,489,001 155,527,049 161,112,839 164,019,294
Contractor's Excise Tax 123,723,519 144,448,267 147,591,027 150,205,144
Insurance Company Tax 93,271,112 97,010,439 100,643,775 104,242,670
Unclaimed Property Receipts 47,308,472 62,809,930 40,000,000 40,000,000
Licenses, Permits, and Fees 68,277,940 71,212,896 70,591,134 70,666,353
Tobacco Taxes 51,066,112 52,314,193 51,132,177 50,008,340
Trust Funds 39,859,256 41,628,039 43,501,898 46,573,031
Net Transfers In 19,858,120 23,471,494 22,489,602 23,115,825
Alcohol Beverage Tax 8,142,691 8,767,726 8,840,735 9,044,956
Bank Franchise Tax 12,060,604 18,702,022 17,911,177 17,021,259
Charges for Goods and Services 15,403,871 16,444,429 15,412,432 15,545,036
Telecommunications Tax 5,964,072 3,520,578 3,049,859 2,988,861
Severance Taxes 5,881,928 9,810,601 7,859,847 7,531,720
Investment Income and Interest 11,150,037 18,592,297 19,738,729 16,213,891
Alcohol Beverage 2% Wholesale Tax 2,335,754 2,596,157 2,690,958 2,837,966
SUBTOTAL (ONGOING RECEIPTS) $ 1,699,623,137 $1,936,198,459 $ 1,962,651,970 $ 1,975,868,924
ONE-TIME RECEIPTS
Refinancing Gains S 7,082,539 S 6,745,654 S 0 S 0
Closeout of SDRC Inc. Funds 0 3,381,726 0 0
Bank Franchise Tax Prior Year Revenue 0 10,013,790 0 0
One-Time Sales and Use Tax 0 13,486,289 28,305,843 0
One-time Unclaimed Property Receipts 0 0 14,887,304 0
Unexpended Carryovers and Specials 425,135 4,125,561 0 0
Transfer from Budget Reserves 14,859,866 0 28,012,008 0
Obligated Cash Carried Forward 19,354,553 19,093,963 85,875,130 0
Prior Period Adjustments 0 22,523,535 5,332,982 0
SUBTOTAL (ONE-TIME RECEIPTS) S 41,722,093 S 79,370,518 S 162,413,267 S 0
GRAND TOTAL S 1,741,345,230 $ 2,015,568,977 $ 2,125,065,237 $ 1,975,868,924

NOTE: The totals may not add due to rounding.
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| TAX EXPENDITURES

Sales and Use Tax Exemptions

Agriculture Group

Annual Est. General
Fund Revenue Loss

10-45-18, 10-45-18.2, 10-46-16, 10-46-16.2: Livestock, live poultry, ostriches, emus, or rheas, if such
sales are part of a series of transactions incident to producing a finished product intended to be offered
for an ultimate retail sale. Also includes live cattle, buffalo, sheep, goats, swine, poultry, and horses.

$189,194,553

10-45-18.3: Feed for cattle, buffalo, sheep, goats, swine, poultry, ostriches, emus, rheas, and
domesticated fur-bearing animals defined in chapter 40-35, if such feed is used by farmers or ranchers
who are regularly engaged in the business of raising and feeding such animals, or producing milk for
sale for human consumption, and horses and other animals with the family equidae. Poultry does not
include any fowl other than domestic fowl kept and raised for the market or the production of eggs for
human consumption.

$55,773,827

10-45-16: Commercial fertilizer, either liquid or solid, when sold in quantities of five hundred pounds or
more in a single sale to be used exclusively for agricultural purposes.

$108,016,833

10-45-15: Seed legumes, seed grasses, and seed grains sold in quantities of 25 pounds or more in a
single sale to be used exclusively for agricultural purposes.

$44,119,216

10-45-3.4: (1)Parts or repairs on machinery or equipment which are clearly identifiable as used primarily
for agricultural purposes, including irrigation equipment, if the part replaces a farm machinery or
irrigation equipment part assigned a specific or generic part number by the manufacturer of the farm
machinery or irrigation equipment; and (2) Maintenance items and maintenance services used on
machinery or equipment which are clearly identifiable as used primarily for agricultural purposes,
including irrigation equipment.

$25,609,546

10-45-16.1, 10-46-17.5: Pesticides (including insecticides, herbicides, pesticides, rodenticides, and
fumigants) and products or substances used in conjunction with application of the pesticides used
exclusively for agricultural purposes. (Sales tax applies to endoparasiticides and ectoparasiticides)

$27,551,464

10-45-19, 10-46-17: Motor fuel, including kerosene, tractor fuel, liquefied petroleum gas, natural and
artificial gas, diesel fuels, and distillate, when used for agricultural purposes. Agricultural purposes
includes hay grinding but does not include the lighting or heating of any farm residence.

$18,403,200

10-45-12.1: Farm Product Warehousing & Storage

$10,109,795

10-45-12.1: Agricultural Services, except: Veterinary Services and Animal Specialty Services.

$9,151,010

10-45-93: Sale of agricultural and industrial production equipment in international commerce where
physical delivery of the goods takes place in South Dakota if the property is to be shipped to a point
outside the United States not to be returned to a point within the United States. (also 10-46E)

$400,693

10-45-12.1: Forestry Services

$175,910

10-45-18.6, 10-46-16.6: The sale of swine or cattle semen used for agricultural purposes.

$240,416

10-45-16.2, 10-45-16.3: Rental of devices primarily used to apply fertilizers, pesticides, herbicides, and
insecticides for agricultural purposes if sales or use tax was paid on the original purchase of the device.

$3,654,628

10-45-18.4, 10-46-16.4: Live nondomestic animal regulated by the animal industry board pursuant to 40-
3-26 if the animal is to be used by a farmer or rancher who is regularly engaged in the breeding and
raising of such animals.

$32,055

10-45-19.1, 10-46-17.2: Electricity used to power irrigation pumps and horsepower charge on electric
motors powering irrigation pumps when the purchase is exclusively for agricultural purposes.

$318,730

10-45-18.5, 10-46-16.5: Feed for nondomestic animals exempted in 10-45-18.4

$6,165
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| TAX EXPENDITURES

Sales and Use Tax Exemptions

Healthcare Group

Annual Est. General
Fund Revenue Loss

10-45-12.1: Health Services; 10-45-14, 10-45-15: Purchases by nonprofit hospitals; 10-45-14.10: Drugs
to the extent used by humans that are prescribed, dispensed, or administered by a physician,
chiropractor, optometrist, dentist, podiatrist, or audiologist; 10-45-14.9: Insulin that is not sold by
prescription; 10-45-14.11: Durable medical equipment, mobility enhancing equipment, and prosthetic

devices used by humans when prescribed by prescription, dispensed, or administered for a specific $345,65 6,374
patient by a physician, chiropractor, optometrist, dentist or podiatrist; 10-45-14.12: Medical devices
used by humans when prescribed by prescription, dispensed, or administered for a specific patient by a
physician, chiropractor, optometrist, dentist or podiatrist; 10-45-14.6: Hospital meals paid for by a
public entity.
Government
10-45-10: Purchases by the Federal Government, State Government, Public or Municipal Corporations,
and Indian tribes. Estimate includes purchases by Educational Institutions and 10-45-14: purchases by $204,262,254
Religious or Private Educational Institutions.
Business Group
10-45-7: Lodging or campsites provided to any person for 28 or more consecutive days. Occasional $38 622 091
rental of sleeping accommodations or camp sites, which is 10 or less days/year. 4 ’
10-45-11.1, 10-46-17.3: Goods and services furnished to meet warranty obligation. N/A
10-45-20.6, 10-46-9.6: Replacement parts sold to retailers that will be installed in tangible personal

i, N/A
property that will ultimately be for resale.
10-45-12.1: Exempts advertising services, which is the preparing and placement of ads. Exempts charges 539 685 611
by media for placement of an ad in that media. ’ ’
10-45-68, 10-46-56: Sale of credit card processing services to retailers. S2,43 3,195
10-45-12.1: Water Supply $7,497,153
10-45-13.1: Membership fees to membership organizations and services provided by membership
organizations. S8’804'350
10-45-5.2: Sanitary services except for the collection and disposal of solid waste which is specifically $1 061.022
listed as subject to sales tax. ! ’
10-45-20.1: Payments made by one member of a controlled group to another member of a controlled
group which represent an allocation, reimbursement, or charge for services provided by or rendered by
the members of the controlled group. The exemption provided in this section does not apply to the N/A
lease of tangible personal property unless the sales or use tax has been paid on the property by the
lessor. (estimate also includes 10-45-20.2)
10-45-29.1 Allows deduction from gross receipts charges to clients for tangible personal property or
services purchased by the attorney or accountant on behalf of a client, provided the purchase was not a N/A
resale purchase.
10-45-12.5, 10-46-9.5: Fees or commissions received for rendering a service which provides for the sale
of tangible personal property or services. 10-45-84, 10-45-90 Fees or commissions received by a N/A
retailer for arranging a loan for a customer to pay for property sold by that retailer.
10-45-12.1: Motion picture rentals to a commercially operated theater primarily engaged in the 5188 240
exhibition of motion pictures. ’
10-45-5.2: Research, development, and testing services (SIC 8733) S7,29 3,650
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| TAX EXPENDITURES

Sales and Use Tax Exemptions
Business Group (Continued)

Annual Est. General
Fund Revenue Loss

10-45-7.1, 10-46-68: Membership fees paid to a lodging house or hotel membership organization

operated for the benefit of its members. N/A
10-45-96: Deduction allowed for actual disbursements, including appropriate reserves, for the wages,

salaries, payroll taxes, payroll deductions, workers' compensation costs, insurance premiums, welfare $404,897
benefits, retirement benefits, and other employee benefits of its co-employees.

10-45-5.2: Radio & Television Broadcasting N/A
10-45-5: Leases of tangible personal property between one telephone company and another telephone N/A
company.

10-45-5.2: Goods or services with money advanced as an accommodation are retail purchases and are

not included in gross receipts for funeral services, and fees paid or donated for religious ceremonies are N/A
not included in gross receipts for funeral services.

10-45-5.5, 10-46-2.5: Chemicals purchased for use by Lawn & Garden Services. N/A
10-45-92: Deduction allowed from auction's gross receipts for expenses for tangible personal property

or services purchased by the auctioneer for that client, provided the purchase was not a resale N/A
purchase.

10-45-14.2, 10-46-9.1: Ink and newsprint used to produce shoppers' guides. N/A
10-45-94: Postage by a mailing service provided the cost of postage is itemized on the customer's bill N/A

and the cost of the postage is no greater than the cost of the postage to the mailing service.

10-45-12.4: Services provided to a rural water system by a wholly owned cooperative or nonprofit
corporation.

Included in water estimate

10-45-110: Exempts coins, currency, or bullion. N/A
10-45-12.7: Any person officiating an amateur sporting event. However, this exemption does not apply

to any person officiating any sporting event sponsored and operated by any elementary, secondary, or $75,978
postsecondary school.

10-45-90, 10-46-63: Services performed for rodeos by promoters, stock contractors, stock handlers,

announcers, judges, and clowns. S1’390'408
10-45-18.1, 10-46-16.1: Live gamebirds sold by the producer to nonprofit organizations which release $523 120
such birds or to commercial hunting operators who charge fees to hunt such birds. 4
10-45-12.1: Consumer Credit Reporting Agencies and Mercantile Reporting Agencies. $63'227
Educational Services

10-45-12.1: Educational Services - Exempt schools: Continuing education programs, tutoring, and

vocational counseling not including Rehabilitation counseling (See Social Services exemption for S2’974,072

Rehabilitation counseling).
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| TAX EXPENDITURES

Sales and Use Tax Exemptions

Financial Group

Annual Est. General
Fund Revenue Loss

10-45-12.1: Commissions earned or service fees paid by an insurance company to an agent or
representative for the sale of a policy. 10-44-8 Insurance companies are exempt from all other taxes,
except sales or use tax on tangible personal property and taxes on real property. Insurance companies
do not owe use tax on the purchase of services, if the service provider does not collect the applicable
sales tax.

$4,334,390

10-44-8: Insurance companies are exempt from all other taxes, except sales or use tax on tangible
personal property and taxes on real property. Insurance companies do not owe use tax on the purchase
of services, if the service provider does not collect the applicable sales tax.

$117,162,001

10-45-20.5, 10-46-2.1: Services by a related corporation to a financial institution or services by a
financial institution to a related corporation if they are part of a controlled group of corporations.

N/A

10-45-12.1: Commodity Contracts Brokers & Dealers; 10-45-12.1: Brokers, Dealers, and Flotation
Companies; 10-46-9.2: Brokers licensed under Title 47.

$8,944,851

10-43-5: Bank franchise tax is paid in lieu of other taxes, except sales or use tax on tangible personal
property. Financial institutions do not owe use tax on services, if the service provider does not collect
the applicable sales tax.

N/A

10-45-12.1: Financial services of institutions subject to the tax under Chapter 10-43 (Bank Franchise)
including loan origination fees, late payment charges, nonsufficient fund check charges, stop payment
charges, safe deposit box rent, exchange charges, commission on travelers checks, charges for
administration of trusts, interest charges, and “points” charged on loans.

$84,906,374

10-45-12.6, 10-46-6.2: Sale of credit services by credit bureaus to financial institutions that are paying
bank franchise taxes.

N/A

10-45-13.5: Exempts receipts received by the state and political subdivisions from management services
provided to a revolving loan fund operated by a nonprofit entity.

N/A

Transportation Group

10-45-12.1: Railroad Transportation & Rental of Railroad Cars.

$9,875,544

10-45-12.1: Arrangement of Passenger Transportation; Arrangement of Transportation of Freight &
Cargo; Local and Suburban Passenger Transportation, except Limousine Services; Trucking and Courier
services, except air, except collection and disposal of solid waste; Pipelines, except Natural Gas;
Transportation on rivers and canals; and school buses. 10-45-67, 10-46-55: Natural gas transportation
by pipeline.

$15,546,202

Social Services

10-45.12.1: Social services and credit counseling services provided by individual and family social
services.

$5,210,243

Manufacturing Group

10-46-5: Excludes the fabrication costs from the fair market value of tangible personal property
fabricated by a contractor or subcontractor for use in the contract. The fair market value is subject to
use tax.

N/A

10-46-3: Tangible personal property not originally purchased for use in this state, but thereafter used,
stored, or consumed in this state if the equipment is more than seven years old at the time it is brought
into this state.

N/A

10-45-14.4, 10-46-9.3: Packing material used or consumed by manufacturers, processors, or fabricators
as raw material. 10-45-14.5, 10-46-9.4 Packing material sold to retailers if the retailer used the article
as wrappers or containers to hold other tangible personal property sold by the retail that is subject to
sales or use tax and the articles are supplied free by the retailer as a convenience to the customer.

N/A
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| TAX EXPENDITURES

Sales and Use Tax Exemptions
Civic & Nonprofit Association Events/Admissions/Donations

Annual Est. General
Fund Revenue Loss

10-45-13: Exempts tax on the gross receipts of various sales and admission for civic and nonprofit

associations and purposes. N/A
10-45-13.2, 10-46-15.4: Donations of tangible personal property or services given without charge to N/A
organizations exempt from sales tax.
Federal Law Prohibition/Subject to Tax/Fees in other Laws
10-45-14.7, 10-46-15.2: Authorized purchases made with food stamps. 10-45-14.8, 10-46-15.3: S6 308241
Authorized purchases of food under section 17 c of the Child Nutrition Act of 1966. 4 ’
10-45-5.1, 10-45-5.6: Coin operated washers and dryers annual license fee is in lieu of sales tax on
receipts. $52'775
10-45-13.3: Sale of lottery tickets. $3,312,650
10-45-2.1, 10-46-5.1: Mobile homes and manufactured homes are subject to the 4% initial registration $1 379 109
tax in lieu of sales, use, and contractor's excise tax. 4 4
Other Miscellaneous Sales Tax Exemptions
Mini-storage receipts are not specifically subject to tax and therefore are exempt. $1,300'901
10-45-13.4: Library copying charges. N/A
Total Sales and Use Tax Exemptions $1,412,026,964
Other Tax Expenditures
10-44-4: Tax credit for principal office or regional home office for insurance companies. $15,725’904
10-45-27.2: Collection allowance for sales tax of 1.5% of collections with a maximum of $70 per month. $5,965'743
10-50-18: Distributor discount of 1% of cigarette stamp face value. $486,798
13-65-2: Tax credit to insurance companies that contribute to an organization providing educational Sz 000.000
scholarships to certain students. The bill caps credits at two million dollars per year. 4 ’
Total Other Tax Expenditures $24,178,445
Grand Total Tax Expenditures $1,436,205,409

Sources: Department of Revenue and Department of Labor and Regulation.
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RECOMMENDED EXPENDITURES

Governor Noem’s FY2023 budget recommendation maintains a structurally balanced budget while
making investments in the areas of providing a quality education for our children, taking care of those
who cannot take care of themselves, and protecting us from those who would do us harm. The
Governor is also proposing that the state continue to invest in the state employee workforce, which is
any organization’s greatest resource.

State Aid, the Department of Education, the Board of Regents, and the Technical Colleges are
responsible for educating South Dakotans at every level. They account for $53.2 million of the $157.3
million in ongoing general fund increases. In terms of the total ongoing budget, this category is 47.8%
of the general funds and 32.9% of the total ongoing funds, which amounts to nearly $1.9 billion in
total ongoing funding.

The Governor recommends an increase of $47.4 million in general funds for state aid to education.
The increase is due to growth in enrollments and 6.0% inflation on the target teacher salary. The
Governor is also recommending an increase of $0.8 million in general funds and a decrease of $0.8
million in other fund expenditure authority to eliminate the transfer of the half penny promotion tax
distribution from the Department of Tourism to the Department of Education.

The ongoing budget for the Board of Regents contains a net increase of $3.1 million in general funds.
Included in this amount is an increase of $1.7 million in general funds to move the maintenance and
repair budget to 1.75% of the replacement value of the buildings, an increase of almost $1.0 million
in general funds due to projected utility expenses and an increase of $0.5 million in general funds for
Northern State University’s E-Learning Program. Also included is a decrease of $13.8 million in other
fund expenditure authority for anticipated expenses, tuition, and fees.

The Governor recommends an ongoing increase of $1.8 million in general funds for the Technical
Colleges. This includes an increase of $1.3 million in general funds for 6.0% inflation on the per-
student allocation. It also includes an increase of $0.3 million in general funds to fund the state’s
share of maintenance and repair at 1.75% of replacement value of state-owned buildings at the
Technical Colleges.

The Departments of Social Services, Human Services, and Health are responsible for the majority of
the programs which help those who cannot take care of themselves, including the very young and the
very old. The Departments of Health, Human Services, and Social Services account for $70.8 million of
the $157.3 million in ongoing general fund increases. In terms of the total ongoing budget, this
category is 36.5% of the general funds and 33.0% of the total ongoing funds, which amounts to nearly
$1.9 billion in total ongoing funding.

The Department of Social Services ongoing budget will increase by $44.2 million in general funds and

$34.6 million in federal fund expenditure authority. Included in this amount is an increase of $18.3
million in general funds and $17.4 million in federal fund expenditure authority for discretionary
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medical provider inflation of 6.0%, increases of $10.6 million in general funds and $14.1 million in
federal fund expenditure authority is recommended for increased Medicaid utilization and costs and
an increase of $7.9 million in general funds, with a corresponding decrease in federal fund
expenditure authority, is due to the Federal Medical Assistance Percentage (FMAP) rate change. It
also includes increases of $6.9 million in general funds and $7.1 million in federal fund expenditure
authority for inflationary adjustments required by the federal government, such as Medicare and
certain federally qualified rural health clinics and an increase of $1.6 million in general funds and $0.5
million in federal fund expenditure authority for subsidized adoptions and guardianships. Finally, a
decrease of 1.7 million in general funds with a corresponding increase in the Department of Human
Services is due to the transfer of the Auxiliary Placement Program.

The Department of Human Services ongoing budget will increase by $24.3 million in general funds
and $14.8 million in federal fund expenditure authority. Increases of $13.0 million in general funds
and $15.9 million in federal fund expenditure authority are included for discretionary medical
provider inflation of 6.0%. An increase of $5.9 million in general funds, along with a decrease of $6.1
million in federal fund expenditure authority, is due to the FMAP rate change. Increases of $3.2
million in general funds and $4.3 million in federal fund expenditure authority are due to an increase
in eligibles under the Division of Developmental Disabilities. An increase of 1.7 million in general
funds with a corresponding decrease in the Department of Social Services is due to the transfer of the
Auxiliary Placement Program.

The ongoing budget for the Department of Health includes an increase of $2.2 million in general
funds, $36.2 million in federal fund expenditure authority and $2.6 million in other fund expenditure
authority. This includes an increase of $1.2 million in general funds and $1.3 million in federal fund
expenditure authority to expand the Bright Start home visiting program statewide. This also includes
an increase of $0.9 million in general funds for EMS enhancements for statewide telehealth
capabilities. There is also an increase of $2.6 million in other fund expenditure authority due to
updated correctional healthcare projections.

To address the safety of our state’s citizens, a progressive criminal justice system is in place. The
ongoing budget for the Department of Corrections includes an increase of $2.7 million in general
funds and a decrease of $1.2 million in federal fund expenditure authority. This includes an increase
of $2.6 million in general funds within Correctional Healthcare due to updated projections and 6.0%
provider inflation. This also includes an increase of $0.2 million in general funds for 6.0% provider
inflation for the adult placement providers. Lastly, decreases of $0.1 million in general funds and $1.2
million in federal fund expenditure authority within Juvenile Community Corrections due to updated
utilization, 6.0% provider inflation, and FMAP changes.

The Governor is recommending an increase of $24.7 million in general funds, $11.4 million in federal
fund expenditure authority, and $29.7 million in other fund expenditure authority for a market
adjustment for state employees’ salaries of 6.0%. The Governor is also recommending increases of
$3.2 million in general funds, $0.5 million in federal fund expenditure authority, and $2.2 million in
other fund expenditure authority to be distributed to state agencies for addressing artificial
minimums and equity adjustments.
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SUMMARY OF RECOMMENDED BUDGET ADJUSTMENTS

State Aid, Technical Colleges, Higher Education, and Education

e Includes State Aid to K-12 Education, Technical Colleges, Higher Education, and the Department of

Education.
e $53.2M increase out of $157.3M total ongoing general fund increase.
e 5940.0M out of $2.0B or 47.8% of total ongoing general funds.
e S$1.9B out of $5.7B or 32.9% of total ongoing funds.

State Aid to K-12 Education FTE General Federal Other
State Aid to General Education $41,051,314
State Aid to Special Education $6,339,816
Sparsity $24,170
Total 0.0 | $47,415,300 1] 1]
e Increase of $41,051,314 in general funds for State Aid to General Education due to 6.0% inflation
on the target teacher salary and an increase in enroliments.
e Increase of $6,339,816 in general funds due to the rebase of reimbursement rate for the six
special education disability categories.
e Increase of $24,170 in general funds for sparsity payments due to 6.0% inflation and an
adjustment in enrollment in sparse districts.
State Aid to Technical Colleges FTE General Federal Other
Technical College Formula $1,314,513
Maintenance and Repair $332,696
Instructor Salary Support $194,634
Bond Payments (518,084)
Total 0.0 $1,823,759 S0 S0

e Increase of $1,314,513 in general funds for the Technical Colleges formula due to 6.0% inflation

on the per student allocation.

e Increase of $332,696 in general funds to fund the state’s share of maintenance and repair at

1.75% of replacement value of state-owned buildings at the Technical Colleges.
e Increase of $194,634 for 6.0% inflation of the instructor salary support pool.
e Decrease of $18,084 in general funds to align funding with bond payment schedules.
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State Aid to Schools

Millions

General Funds

13 '14 '15 '16 '17 '18 '19 20 21 22 '23

Note: Includes Technical Colleges and does not include
stimulus in lieu of general funds

Education FTE General Federal Other
Promotion Tax Distribution $846,697 (5846,697)
Birth to Three $2,956 (52,956)
COVID Grants Federal Authority $150,000,000
Various Federal Authority $6,924,528
Total 0.0 $849,653 | $156,921,572 ($846,697)

e Increase of $846,697 in general funds and a decrease of $846,697 in other fund expenditure
authority to eliminate the transfer of the half penny promotion tax distribution from the

Department of Tourism.

e Increase of $2,956 in general funds and a decrease of $2,956 in federal fund expenditure
authority in the Birth to Three program due to the change in the Federal Medical Assistance

Percentage (FMAP).

e Increase of $150,000,000 in federal fund expenditure authority due to various COVID grants.

e Increase of $6,924,528 in federal fund expenditure authority for various federal grant increases.

Board of Regents FTE General Federal Other
Maintenance and Repair $1,740,031
Utilities $938,277
NSU E-Learning $491,000
USD Coyote Small Business Consulting $88,050
Critical Deferred Maintenance Lease Payment (56,929)
SDSD Harrisburg Contract Adjustment (5150,000)
Expenditure Authority Adjustments (47.0) $1,068,000 | ($13,830,673)
SDSU Small Meat Processor Training $150,000
Total (47.0) $3,100,429 $1,068,000 | ($13,680,673)

e Increase of $1,740,031 in general funds to fund maintenance and repair at 1.75% of replacement

value.
e Increase of $938,277 in general funds for utility expenses.

e Increase of $491,000 in general funds for Northern State University’s E-Learning Program.
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e Increase of $88,050 in general funds for the University of South Dakota’s Coyote Small Business
Consulting Program.

e Decrease of $6,929 in general funds based on the bond lease schedule.

e Decrease of $150,000 in general funds based on a contract adjustment.

e Decreases of 47.0 FTE and $13,830,673 in other fund expenditure authority and an increase of
$1,068,000 in federal fund expenditure authority for adjustments based on program costs.

e Increase of $150,000 in other fund expenditure authority for South Dakota State University’s
Meat Processing Training Program.

Board of Regents

Millions

$250
$225
$200
$175
$150
$125
$100

$75

$50

$25

General Funds

13 "14 '15 'l6 '17 '18 '19 20 21 22 '23

Note: Does not include stimulus in lieu of general funds

Health, Human, and Social Services

e Includes Departments of Health, Human Services, and Social Services.
e $70.8M increase out of $157.3M total ongoing general fund increase.
e $717.9M out of $2.0B or 36.5% of total ongoing general funds.

e $1.9B out of $5.7B or 33.0% of total ongoing funds.

Health, Human, and
Social Services

M;g%rz)s General Funds
$700
$650

13 '14 '15 '16 '17 '18 '19 20 21 22 '23

Note: Does not include stimulus in lieu of general funds

Health FTE General Federal Other
Bright Start Expansion $1,247,283 $1,291,088
EMS Enhancements $937,500
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