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I am pleased to present the state budget report for Fiscal Year 2015. This proposal will fund
necessary state government services and special appropriations for the fiscal period beginning
July 1, 2014, and ending June 30, 2015.

In South Dakota, we remain committed to fiscal responsibility and conservative management
principles. We don’t spend what we don’t have. We use one-time money for one-time expenses,
and ongoing money for ongoing expenses. When possible, we avoid the creation of unfunded
liabilities. Instead, when one-time dollars are available, we use those dollars to eliminate a liability,
build or improve an asset, secure an asset, or endow a program for the future.

As a result of our good stewardship, South Dakota is in a strong position. Our tax revenues are
increasing because of economic growth, not tax increases, and we enjoy one of the lowest state tax
burdens in America. South Dakota has the lowest cost of living in America and continues to have
one of the lowest rates of unemployment in the nation. South Dakotans can enjoy stability and
predictability from their state government, and our state has grown and prospered as a result.

This year, the growth in our tax base is sufficient to fund only a basic level of modest increases. |
will be proposing, however, a means to use unexpected one-time dollars to free up additional
ongoing dollars, so that we can offer increases beyond what is statutorily required.

Key among my recommendations:

¢ Funding increase for K-12 according to the statutory funding formula. [ am committed to
the notion that, in years where new dollars are available, education should follow the formula in
statute. This year, the funding formula would call for an increase in the per-student allocation
of 1.6 percent. By using one-time dollars creatively to free up additional ongoing revenue,
however, | am able to propose a budget that will increase the per-student allocation for K-12
education by 3.0 percent. The cost of the additional 1.4 percent increase is $6.5 million in state
funds. Of the total increase for K-12, $3.6 million is necessary due to increased enrollments. I
am also recommending a 3.0 percent increase for special education disability levels in FY2015.

e Increased reimbursement rates for Medicaid providers. As with K-12 education, I am
proposing an increase for providers of 3.0 percent, which is in excess of the projected
1.6 percent FY2015 Consumer Price Index (CPI) growth rate. The cost of all provider inflation,
including a 3.0 percent rate increase for provider reimbursement rates, is $15.7 million in state
funds.

¢ Increased funding for the State Universities. | am proposing an ongoing increase to the
Board of Regents of 2.6 percent at a cost of $4.8 million. In addition to this proposal is a tuition
freeze at the state universities for in-state, on-campus students. My budget allocates $4 million
in state dollars to the Regents to guarantee there will be no tuition increase for these students.
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As the cost of college continues to rise, this is a proactive step to help keep college affordable.
My recommendation also includes funds for an expansion of the Sanford School of Medicine at
the University of South Dakota. As many physicians near retirement, the need for primary care
physicians continues to escalate, especially in rural areas. This expansion will help meet our
need for a new generation of primary care physicians.

e Increased funding for the Technical Institutes. My proposal for the Technical Institutes is
very similar to that for K-12 with a 3.0 percent ongoing formula adjustment. In addition, my
budget allocates dollars to assume a larger share of the Technical Institute’s bonding costs. The
Technical Institutes have transformed themselves through the construction of modern facilities,
and the state is paying its share to ensure they continue to meet our state’s workforce needs.
Finally, my budget also recommends state dollars to freeze Technical Institute tuition up to
$5/credit hour at a cost of nearly $1 million.

e Salary policy for state employees. The most valuable resource state government has is our
human resource. After three years of frozen salaries, we returned to traditional salary policy
packages the last two years, and my budget proposes we continue that pattern. 1 am proposing
we continue with the PACE program started by former Governor George S. Mickelson and also
with the Career Bands established in FY2010 for job families that are far below market. My
salary policy recommendation includes:

o A 3.0 percent cost of living adjustment across the board for permanent state
employees, including 3.0 percent market adjustments for the career band job
families.

o Movement towards job worth of 3.0 percent for PACE employees, and performance-
based increases of 0 percent to 4.5 percent to move career band employees towards
market.

o Targeted compensation adjustments for a small number of mostly vocational jobs
that are below market, experiencing high turnover, a decline in applicants, or are
difficult to fill because of the nature of the work.

o An 18.6 percent increase in employer paid health insurance costs.

e A conservative approach to growth. I thank the Legislature for joining with me over the past
three years to budget conservatively. It is better to spend dollars when they are probable than to
commit them when they are hopeful. No projection can be perfect, and we should always hope
that if we err, we err on the side of caution. I would much rather face a surplus each year than a
shortfall.

The people of South Dakota trust you and I — their Legislature and their Governor — to spend the
people’s money and to manage the people’s assets prudently. I treat this duty very seriously, and I
know the Legislature does as well. Our system asks the governor to begin the conversation by
proposing a budget. My proposal is A plan, not THE plan, and I look forward to working with the
Legislature and the public over the coming months to continue our stewardship of this state.
Together, we will continue our state’s path to prosperity and stability.

Sincerely,

O f§7 oo

Dennis Dau



DEPARTMENT OF EXECUTIVE MANAGEMENT
BUREAU OF FINANCE AND MANAGEMENT

TO MEMBERS OF THE 89" LEGISLATURE OF THE STATE OF SOUTH DAKOTA

The Governor's Budget Report for Fiscal Year 2015 represents our state's 125" year of a
balanced budget. In November of 2012 South Dakota citizens passed Constitutional Amendment P,
which explicitly added balanced budget requirements to the South Dakota Constitution. While we have
practiced this in the past, it is now required by our Constitution.

The report is designed to give an accurate and timely reflection of the financial conditions of the
state and the proposals for spending the taxpayers’ money. It culminates budget activities by the
agencies and the Governor's Office which began early this summer.

The budget document contains a great deal of financial and program information, including the
following: financial statements for the general fund and other funds; a history of the record of
expenditures of the past two fiscal years; proposed funding by program for the coming fiscal year;
statements of goals, objectives, and mission statements for the various programs, divisions, and
departments; a listing of revenues generated by each program; and, various informational charts and
graphs.

Funding for each program is presented as general funds, federal funds, and other funds. In
addition, expenditures for each program are broken down into personal services and operating
expenses. Staffing levels for each program are expressed in terms of full-time equivalent employees

(FTEs).

It is our hope that the information contained in this book will be useful to you in your
deliberations during the upcoming legislative session.

Sincerely,

Jason’C'/Dllges Chief Financial Officer
Bureau of Finance and Management
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57501-5070
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Fax: (605) 773-4711
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GENERAL FUND CONDITION STATEMENT

RECEIPTS
Sales and Use Tax A

ACTUAL
FY2012

ACTUAL
FY2013

REVISED
FY2014

PROJECTED
FY2015

$ 744,413,638

$ 776,095,539

$ 810,063,958

$ 835,211,364

Property Tax Reduction Fund & © 102,441,742 107,261,166 108,053,338 110,176,855
Contractor's Excise Tax 82,991,355 84,466,868 89,532,268 94,819,513
Insurance Company Tax 65,076,133 70,291,028 73,988,534 77,463,340
Unclaimed Property Receipts 13,865,906 13,912,329 67,455,802 67,455,802
Bank Franchise Tax E 29,688,991 17,537,046 16,986,127 17,492,588
Other F' & 1.3 197,426,132 188,613,241 187,635,112 191,113,132
One-Time Receipts 26,326,591 29,931,989 77,880,389 -
Transfer from Budget Reserves 20,155,015 - - -
Transfer from Property Tax Reserves - - 19,626,221 -
Obligated Cash Carried Forward - 75,655,964 "¢ 25,216,171 -

TOTAL RECEIPTS

EXPENDITURES
General Bill Excl. State Aid

$1,282,385,503

$1,363,765,170

$1,476,437,920

$1,393,732,594

to Education ™ @ R $ 811,329,252 $ 849,777,970 $ 930,372,509 $ 990,396,007
State Aid to Education 335,465,599 371,944,344 388,052,645 400,456,744
Special Appropriations 27,845,256 27,806,110 5,183,800 -
Emergency Special Appropriations 24,693,972 31,990,554 117,278,528 -
Continuous Appropriations T 2,395,460 2,435,167 2,617,916 2,770,191
Expenditure Transfers 5,000,000 Y 6,745,000 V 8,700,000 109,652

TOTAL EXPENDITURES

$1,206,729,539

$1,290,699,145

$1,452,205,398

$1,393,732,594

TRANSFERS

Budget Reserve Fund ¥ $ - $ 47,849,854 $ 24,232,522 $ -
TOTAL TRANSFERS $ - $ 47,849,854 $ 24,232,522 $ -
Beginning Unobligated Cash Balance $ - $ - $ - $ -
Net (Receipts less Expend./Transfers) $ 75,655,964 $ 25,216,171 $ - $ -
OBLIGATIONS AGAINST CASH

Budget Reserve Fund ¥ $ (47,849,854) $ (24,232,522) $ - $ -

Cash Committed for Following Budget ? (27,806,110) (983,649) - -
Total Obligations Against Cash (75,655,964) (25,216,171) - -
Ending Unobligated Cash Balance $ - $ - $ - $ -

SOURCE: State of South Dakota Bureau of Finance and Management
NOTE: This document was prepared on a cash basis for budgeting purposes and reflects obligations against cash. The
totals may not add due to rounding.

NOTES FOR RECEIPTS SECTION
A" Under current federal law South Dakota will lose the ability to assess sales tax on internet access services beginning on
November 1, 2014. The loss of sales tax collections for FY2015 due to this provision is estimated at $5.4 million and is
incorporated in the sales and use tax estimate.

SB 225, passed during the 1996 legislative session, requires the state's proceeds from video lottery to be deposited into the
Property Tax Reduction Fund (PTRF). In addition, the bill provides that the Commissioner of the Bureau of Finance and
Management may transfer monies available from the PTRF to the general fund necessary to provide property tax relief
through state aid to education. HB 1104, passed by the 2003 Legislature, imposes a tax of 4% upon the gross receipts of
telecommunication services. Sixty percent of the revenue collected from this tax is deposited into the PTRF. Initiated
Measure 2, adopted by the voters in November of 2006, increased the cigarette tax on a 20 pack of cigarettes by $1.00 and
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the tax on a 25 pack of cigarettes by $1.25. In addition, the wholesale tax on other tobacco products increased from 10% to
35% of the wholesale purchase price. The PTRF receives a 33% share of any revenue generated by the tobacco tax which
is in excess of $35 million. The PTRF's share of the tobacco tax was $7.4 million in FY2012 and $7.8 million in FY2013,
and is estimated to be $7.9 million and $7.7 million for FY2014 and FY2015, respectively.

In November of 2010, the voters of South Dakota approved Referred Law 12, which extended the statewide smoking ban to
nearly all public places including restaurants, bars, and casinos. This change in law caused a sharp decline in video lottery
revenue of approximately 18% for the first year. Video lottery revenue continues to be below its previous peak of $111.1
million, which was reached in FY2008. The PTRF's share of video lottery revenue was $87.3 million in FY2012 and $91.4
million in FY2013, and is estimated to be $93.1 million and $94.9 million in FY2014 and FY2015, respectively.

Due to consolidation in the banking industry and changes in regulations, some large banks have moved their home office to
South Dakota. This is expected to increase ongoing unclaimed property receipts to $67.5 million in FY2014 and FY2015.

The national recession combined with federal regulation changes in the financial sector, most notably the credit card
industry, caused bank franchise tax collections to the general fund to decline substantially during and after the economic
recession. Improvements in economic conditions increased collections to $29.7 million in FY2012. However, due to
consolidation within the banking industry and new financial regulations, the allocation of taxable income to South Dakota
decreased collections in FY2013 to just $17.5 million. Bank franchise tax collections are expected to continue to trend
below historical levels with collections totaling just $17.0 million and $17.5 million in FY2014 and FY2015, respectively.

Includes $7.1 million in FY2012, $6.5 million in FY2013, $5.8 million in FY2014, and $5.2 million in FY2015 derived from
annuity contract payments related to the 1986 sale-leaseback transaction.

Includes receipts of $2.1 million in FY2012, $2.0 million in FY2013, $1.9 million in FY2014, and $2.2 million in FY2015 due
to legislation allowing the Department of Game, Fish, and Parks to make lease payments to the Building Authority. These
are used to retire revenue bonds issued for the renovation and modernization of infrastructure at Custer State Park, the
renovation and modernization of fish hatchery facilities, the Sioux Falls Outdoor Learning Center, and stabilization of the
Cedar Shore Resort marina.

Includes receipts of $0.7 million in each fiscal year due to legislation passed in 2007 allowing the Board of Regents to make
lease payments to the Building Authority. These are used to retire revenue bonds issued for critical maintenance and repair
projects for the Board of Regents.

Includes $18.3 million in FY2012, $17.9 million in FY2013, $18.4 million in FY2014, and $19.9 million in FY2015 in interest
proceeds from the Education Enhancement and Health Care Trust Funds. The market values of the Education
Enhancement and Health Care Trust Funds are calculated using a 16 quarter moving average of the prior 16 quarters as of
December 31st.

The Health Care Tobacco Tax Fund and the Education Enhancement Tobacco Tax Fund, created by the 2007 Legislature,
receive a 34% share and 33% share of the revenue, respectively, generated by the tobacco tax in excess of $35 million.
The transfer from the Health Care Tobacco Tax Fund to the general fund was $7.6 million in FY2012 and $8.0 million in
FY2013 and is estimated to be $8.1 million and $7.9 million in FY2014 and FY2015, respectively. The transfer from the
Education Enhancement Tobacco Tax Fund to the general fund was $7.4 million in FY2012 and $7.8 million in FY2013, and
is estimated to be $7.9 million and $7.7 million in FY2014 and FY2015, respectively.

Included in FY2012 one-time receipts is $1.0 million transferred from the Tobacco Prevention and Reduction Trust Fund to
the general fund due to HB 1251 passed by the 2011 Legislature. In addition, a reallocation of bank income from previous
tax years increased the bank franchise tax collections by $14.3 million on a one-time basis in FY2012. Also included are
$0.4 million from CREP savings, $0.4 million from a securities settlement, $0.4 million from refinancing gains, and $9.8
million for unexpended carryovers and special appropriations.

Included in FY2013 one-time receipts are $17.4 million in one-time unclaimed property receipts, $2.4 million from
miscellaneous national settlements, and $1.7 million from refinancing gains. In addition, the 2013 Legislature passed HB
1060 which transferred $4.1 million from the Tax Relief fund and $1.8 million from the Budgetary Accounting fund to help
offset the shortfall in the state employee health insurance. Also included in the one-time receipts is $1.0 million transferred
from the Tobacco and Prevention Reduction Trust fund, which was offset by a corresponding expense transfer, along with
$1.2 million from a one-time bank franchise tax correction from a prior fiscal year, and $0.3 million from unexpended
carryovers and special appropriations.

Included in FY2014 one-time receipts is $54.5 million of one-time unclaimed property receipts. HB 1270, passed by the
2012 Legislature, changed the dormancy period for unclaimed property from 5 years to 3 years. Also included is a transfer
of $19.4 million of available cash from the large project refund liability account and $4.0 million from an unexpended
carryover.
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HB 1269, passed by the 2012 Legislature, transferred $20.2 million from the Budget Reserve Fund to the general fund to
pay for 2011 flood and other disaster costs and for pine beetle suppression in the Black Hills through the Emergency and
Disaster Fund and the Fire Suppression Fund.

In FY2014, the Governor is recommending using one-time funds to pay off higher interest debt to reduce future ongoing
expenses. Included as part of the debt reduction plan, the Governor is recommending a transfer of $19.6 million from the
Property Tax Reserves to the general fund.

NOTES FOR EXPENDITURES, TRANSFERS, AND OBLIGATIONS AGAINST CASH SECTIONS

Includes $7.1 million in FY2012, $6.5 million in FY2013, $5.8 million in FY2014, and $5.4 million in FY2015 as appropriated
to the Bureau of Administration and to the Bureau of Finance and Management to make lease payments pursuant to the
leases entered into with the South Dakota Building Authority dated December 1, 1986.

Includes expenditures of $2.1 million in FY2012, $2.0 million in FY2013, $1.9 million in FY2014, and $2.2 million in FY2015
due to legislation allowing the Department of Game, Fish, and Parks to make lease payments to the Building Authority.
These are used to retire revenue bonds issued for the renovation and modernization of infrastructure at Custer State Park,
the renovation and modernization of fish hatchery facilities, and for the Sioux Falls Outdoor Learning Center, and
stabilization of the Cedar Shore Resort marina.

Includes expenditures of $0.7 million in each fiscal year due to legislation passed in 2007 allowing the Board of Regents to
make lease payments to the Building Authority. These are used to retire revenue bonds issued for critical maintenance and
repair projects for the Board of Regents.

As part of the debt reduction plan recommended by the Governor, a savings of $6.3 million has been incorporated in the
FY2015 recommended budget. Reducing long-term debt with one-time funds allows the state to eliminate generally funded
bond payments beginning in FY2015.

Includes continuous appropriations for fire premium tax refunds (SDCL 10-44-9.1) and the payment of special assessments
(SDCL 5-14-20). Included is $2.3 million in FY2012, $2.4 million in FY2013, $2.5 million in FY2014, and $2.7 million in
FY2015 for fire premium tax refunds and $80,000 each fiscal year for payment of special assessments.

HB 1137 and SB 48, both passed during the 2012 legislative session, transferred $1.0 million to the Cement Plant
Retirement fund to reduce the liability shortfall and $4.0 million to the Railroad Trust Fund for railroad projects in FY2012.

SB 197, passed during the 2012 legislative session, transferred $0.2 million from the general fund to the Teen Court Grant
Program Fund. HB 1060 and SB 90, which both passed during the 2013 Legislative session, amended the FY2013
General Appropriations Act and transferred $6.6 million from the general fund for the following purposes: $2.0 million to the
Cement Plant Retirement Fund to reduce the liability shortfall, $2.0 million to the Future Fund for economic development
projects, $1.0 million to the Department of Corrections Local & Endowment Fund for the Criminal Justice Initiative, $1.0
million to the Tobacco Prevention and Reduction Trust Fund, $0.5 million to Research Proof-of-Concept Fund for research
commerce grants, and $0.1 million to the Boxing Commission Fund for the South Dakota Athletic Commission.

HB 1185, which is the General Appropriations Act for FY2014, transferred $7.0 million from the general fund for the
following purposes: $2.0 million to the Cement Plant Retirement Fund to reduce the liability shortfall, $2.0 million to the SD
Science and Technology Authority to rehabilitate the Ross shaft, $2.0 million to the Future Fund for economic development
projects, and $1.0 million to the Railroad Trust Fund for railroad projects. SB 237, passed by the 2013 Legislature,
authorized $0.2 million to be transferred to the Board of Regents for the need-based matching program. In FY2014, the
Governor is recommending a transfer of $1.5 million from the general fund to the Health Special Services Fund for a
reserve balance for the correctional health care program.

SB 233 and SB 237 passed by the 2013 Legislature allocated additional funds to the Education Enhancement Trust fund for
the critical teaching needs scholarship program and the need-based matching program. The estimated amount of
allocation for each program is $54,826, for a total of $0.1 million in FY2015.

HB 1287, passed during the 1991 legislative session, provided that on July 1, 1991, $20.0 million of the general fund ending
unobligated cash balance from FY1991 be transferred into the Budget Reserve Fund. The maximum level of cash in the
Budget Reserve Fund is limited to 10% of the general funds appropriated for the prior year in the General Appropriations
Act. Atthe end of FY2012 and FY2013, $47.8 million and $24.2 million of unobligated general fund cash was obligated to
the Budget Reserve Fund and transferred at the beginning of FY2013 and FY2014.

SB 192, passed during the 2012 legislative session, obligated $27.8 million of FY2012 cash and carried it forward to FY2013
to fund one-time special appropriations in FY2013. SB 90, passed during the 2013 legislative session, obligated $1.0
million of FY2013 cash and carried it forward to FY2014. This obligated cash is reflected as a one-time receipt in FY2013
and FY2014.
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GENERAL FUND RECEIPTS

ONGOING RECEIPTS
Sales and Use Tax
Contractor's Excise Tax
Alcohol Bewverage Tax
Alcohol Bewverage 2% Wholesale Tax
Cigarette Tax
Bank Franchise Tax
Insurance Company Tax
Licenses, Permits, and Fees
Investment Income and Interest
Charges for Goods and Senices
Unclaimed Property Receipts
Net Transfers In
Trust Funds
Severance Taxes
Lottery
Property Tax Reduction Fund
Sale-Leaseback

SUBTOTAL (ONGOING RECEIPTS)

ONE-TIME RECEIPTS
One-time Unclaimed Property Receipts
Transfer from Large Project Liability Account
Transfer from Tax Relief Fund
Miscellaneous Settlements
Transfer from Budgetary Accounting Fund
Refinancing Gains
Transfer from Tobacco Prev. and Red. Trust Fund
One-time Bank Franchise Tax
CREP Savings
Unexpended Carryovers and Specials
Transfer from Property Tax Resenves
Transfer from Budget Reserve Fund
Obligated Cash Carried Forward
SUBTOTAL (ONE-TIME RECEIPTS)

GRAND TOTAL

NOTE: The totals may not add due to rounding.

ACTUAL
FY2012

ACTUAL
FY2013

REVISED
FY2014

PROJECTED
FY2015

$ 744,413,638
82,991,355
10,186,442

1,490,640
30,000,000
29,688,991
65,076,133
48,402,362
10,394,581
10,203,592
13,865,906
31,015,337
30,345,686
10,441,940

7,834,332

102,441,742
7,111,219

$ 776,095,539
84,466,868
10,456,399

1,647,547
30,000,000
17,537,046
70,291,028
48,775,456

6,459,192
11,144,224
13,912,329
31,003,732
27,235,040

7,690,588

7,735,976

107,261,166
6,465,087

$ 810,063,958
89,532,268
10,710,395

1,734,669
30,000,000
16,986,127
73,988,534
49,924,344

4,813,687
10,873,747
67,455,802
30,735,776
28,375,768

6,613,045

8,015,000

108,053,338
5,838,681

$ 835,211,364
94,819,513
10,974,543

1,838,030
30,000,000
17,492,588
77,463,340
51,108,811

4,808,780
10,867,028
67,455,802
31,319,476
30,513,526

6,111,125

8,335,000

110,176,855
5,236,813

$1,235,903,897

$1,258,177,217

$1,353,715,139

$1,393,732,594

$ 0 $ 17,397,006 $ 54,455,803 $ 0
0 0 19,424,586 0

0 4,133,192 0 0

418,500 2,366,100 0 0

0 1,839,990 0 0

396,295 1,738,786 0 0
1,000,000 1,000,000 0 0
14,336,418 1,153,334 0 0
400,000 0 0 0
9,775,378 303,580 4,000,000 0

0 0 19,626,221 0

20,155,015 0 0 0

0 75,655,964 25,216,171 0

$ 46,481,606 $ 105,587,953 $ 122,722,781 $ 0

$1,282,385,503

$1,363,765,170

$1,476,437,920

$1,393,732,594

EXPLANATION OF ONGOING GENERAL FUND RECEIPTS

Sales and Use Tax (SDCL 10-45 and 10-46): A tax of 4% is imposed upon the gross receipts from selling, leasing, and
renting tangible personal property and the sale of services. Starting January 1, 2006, all items subject to the state sales tax
are taxed at 4% to conform to the Streamlined Sales Tax Project. A use tax of the same rate as the sales tax is imposed on
goods and services that are used, stored, or consumed in South Dakota on which South Dakota sales tax was not paid. SB
262, passed by the 1994 Legislature, created the Sales and Use Tax Fund into which a portion of the sales tax is deposited to
cover the Department of Revenue’s cost of administering the tax. SB 63, passed by the 2003 Legislature, broadened the sales
tax to include interstate telecommunication services. HB 1081, passed by the 2006 Legislature, exempted maintenance items
used on agricultural machinery and equipment from the sales and use tax. HB 1154, passed by the 2006 Legislature,
imposed an excise tax of 4% on the gross receipts from the sale of farm machinery, farm attachment units, and irrigation
equipment. Municipal tax no longer applies to these sales.
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Contractor's Excise Tax (SDCL 10-46A and 10-46B): An excise tax of 2% is imposed on the gross receipts of all prime
contractors on construction projects. Subcontractor’'s gross receipts are not subject to the 2% tax if subcontractors are
furnished a valid prime contractor’'s exemption certificate by the prime contractor for each specific job performed. The gross
receipts of both prime contractors and subcontractors providing construction services or realty improvement projects for
qualifying utilities are subject to a 2% excise tax.

Alcohol Beverage Tax (SDCL 35-5): This tax is computed and levied on all alcoholic beverages purchased, received, or
imported from a distiller, manufacturer, or foreign wholesaler for sale to a retail dealer. The taxation rates are as follows: 1)
$8.50 per 31 gallon barrel (or a prorata share thereof) on malt beverages; 2) all light wines and diluted beverages (except
sparkling wines and cider) having more than 3.2% and not more than 14% alcohol by weight, 93¢ per gallon; 3) all wines
(except sparkling wines) having more than 14% and not more than 20% alcohol by weight, $1.45 per gallon; 4) all wines
(except sparkling wines) having more than 20% and not more than 24% alcohol by weight, and all sparkling wines containing
alcohol, $2.07 per gallon; 5) all cider having not more than 10% alcohol by weight, 28¢ per gallon; and, 6) all other alcoholic
beverages, $3.93 per gallon. The state receives 75% of the total tax collected, and 25% of the collections are returned to the
municipalities.

Alcohol Beverage 2% Wholesale Tax (SDCL 35-5-6.1): This tax is in addition to the tax imposed by SDCL 35-5-3, and is
levied at the rate of 2% of the purchase price upon the purchase of alcoholic beverages, except malt beverages, by a
wholesaler from a distiller, manufacturer, or supplier.

Cigarette Tax (SDCL 10-50): In November 2006, the voters of South Dakota adopted Initiated Measure 2 which increased the
cigarette tax on a 20 pack of cigarettes from $0.53 to $1.53. In addition, the tax on other tobacco products increased from 10%
of the wholesale purchase price to 35% of the wholesale purchase price. The tax increase became effective January 1, 2007.
The first $30 million generated from this tax is deposited into the General Fund. The next $5 million collected annually is
deposited in the Tobacco Prevention and Reduction Trust Fund. Any tobacco tax revenue in excess of $35 million is divided
among the Property Tax Reduction Fund (33% share), the Education Enhancement Tobacco Tax Fund (33% share), and the
Health Care Tobacco Tax Fund (34% share).

Bank Franchise Tax (SDCL 10-43): An annual tax is imposed on banks, financial institutions, and savings and loan
associations based upon net income assignable to South Dakota. The tax rates are as follows: 1) 6% on net income of $400
million or less; 2) 5% on net income exceeding $400 million but equal to or less than $425 million; 3) 4% on net income
exceeding $425 million but equal to or less than $450 million; 4) 3% on net income exceeding $450 million but equal to or
less than $475 million; 5) 2% on net income exceeding $475 million but equal to or less than $500 million; 6) 1% on net
income exceeding $500 million but equal to or less than $600 million; 7) 0.5% on net income exceeding $600 million but
equal to or less than $1.2 billion; and, 8) 0.25% on net income exceeding $1.2 billion. Ninety-five percent of the taxes paid
defined as credit card banks are deposited in the General Fund, and five percent of the taxes collected are returned to the
county where the bank or financial institution is located. Twenty-six and two-thirds percent of all other revenues collected
from the tax are deposited in the General Fund and seventy-three and one-third percent are remitted to the county where the
bank or financial institution is located.

Insurance Company Tax (SDCL 10-44): A tax of 2.5% of premiums on policies insuring risks located in South Dakota is
imposed on insurance companies. In addition, the insurer must also pay a tax of 0.5% of the gross premium receipts on all
fire insurance business done in the state. The tax imposed on insurance companies for life insurance policies is 2.5% of
premiums on the first $100,000 of annual life premiums per policy, and 0.08% for that portion of the annual life premiums per
policy exceeding $100,000. A life insurance policy (other than credit life as defined in SDCL 58-19) of a face amount of
$7,000 or less is taxed at the rate of 1.25% of premiums. The tax imposed on insurance companies for annuities is 1.25% of
the consideration for annuity contracts on the first $500,000 of annual consideration per annuity contract, and 0.08% for that
portion of the annual consideration per annuity contract exceeding $500,000. Farm mutual insurers and fraternal benefit
societies are exempt from insurance company taxes.

Licenses, Permits, and Fees: This receipt classification includes revenues received from the sales of a broad variety of
licenses, permits, and filing fees that are assessed to defray administrative costs. State agencies collecting these revenues
include the Departments of Agriculture, Health, Labor and Regulation, Public Safety, Social Services, Revenue, the Unified
Judicial System, and the Secretary of State.

Investment Income and Interest: Revenues included in this category are from interest and the investment earnings of the
general fund and nonparticipating funds in the Cash Flow Fund.

Charges for Goods and Services: Receipts included in this category are from charges made by institutions under the
Department of Social Services; audit charges made by the Auditor General to state and local governments; child support
collections paid back to the state received by the Department of Social Services; 35% of fines, penalties, and forfeitures
collected on county, township, or municipal offenses; and other miscellaneous charges. Also, any receipts from the
Inheritance and Estate Tax are included in the Charges for Goods and Services category.

Unclaimed Property Receipts (SDCL 43-41B): Receipts to the general fund from unclaimed property are the result of all
funds in excess of $50,000 that are receipted into the Unclaimed Property Trust Fund. Property is considered abandoned after
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it has been unclaimed by the rightful owner for three years in South Dakota and must be submitted to the State Treasurer’s
office per state law. These unclaimed funds are a perpetual liability of the state of South Dakota and if the owner of such funds
is identified, they must be paid to the rightful owner.

Net Transfers In: Receipts included in this category are general fund reimbursements by the Highway Fund; receipts from the
Department of Game, Fish, and Parks; receipts from the Motor Vehicle Fund; the state’s share of the Deadwood gaming
revenue; the transfer from the Health Care Tobacco Tax Fund and the Education Enhancement Tobacco Tax Fund; lease
payments to retire revenue bonds from various state agencies; and other miscellaneous receipts.

Trust Funds (SDCL 4-5-29.1, SDCL 4-5-29.2, and Article 13, Sections 20 and 21 of the State Constitution): Receipts
included in this category are transfers from the Health Care Trust Fund, the Education Enhancement Trust Fund, and the
Dakota Cement Trust Fund. Four percent of the market value is transferred from the Health Care Trust Fund and the
Education Enhancement Trust Fund to the general fund as long as the principal of the trust funds is not invaded. The earnings
from the Health Care Trust Fund are to be used for health care related programs, and the earnings from the Education
Enhancement Trust Fund are to be used for education enhancement programs. Due to the passage of Constitutional
Amendment O in the 2012 election, the transfer from the Dakota Cement Trust Fund to the general fund was changed from
$12 million each fiscal year to four percent of the market value, similar to the transfers from the Health Care Trust Fund and the
Education Enhancement Trust Fund. This change took effect for the FY2013 transfer from the Dakota Cement Trust Fund.

Severance Taxes (SDCL 10-39 and 10-39A): A severance tax is imposed at the rate of $4 per ounce of gold severed in
South Dakota as well as an additional per ounce tax if the price of gold is in excess of $800 per ounce. In addition, there is a
tax of 10% of the net profits from the sale of precious metals severed. For persons severing precious metals that were in
business in the state prior to January 1, 1981, 100% of the revenues collected are deposited in the General Fund. For
persons permitted on or after January 1, 1981, for the purpose of severing precious metals, 80% of the revenues collected
are deposited in the General Fund, and 20% are remitted to the county in which the precious metals were severed. Owners
or operators of energy minerals must pay a tax equal to 4.5% of the taxable value of any energy minerals severed. One-half
of the energy mineral severance taxes received are returned to the county where the energy minerals were severed and one-
half are credited to the General Fund.

Lottery (SDCL 42-7A): Receipts under this classification include the general fund's share of revenues from the sale of instant
and on-line lottery tickets. All of the net proceeds from the sale of instant lottery tickets are deposited in the General Fund.
The first $1.4 million of the net proceeds from the sale of online lottery tickets are deposited in the General Fund, and the
remaining net proceeds are deposited in the Capital Construction Fund.

Property Tax Reduction Fund: The Property Tax Reduction Fund (PTRF) was created to fund property tax relief in South
Dakota. SB 225, passed during the 1996 legislative session, provides that the Commissioner of the Bureau of Finance and
Management may transfer monies available from the PTRF to the General Fund to provide property tax relief through state aid
to education. Revenues deposited in the PTRF come from four sources: 1) 49.5% of video lottery net machine income; 2)
60% of the revenue from the 4% tax on the gross receipts of telecommunication services, which is imposed by HB 1104
passed by the 2003 Legislature; 3) 33% share of revenue generated from the tobacco tax in excess of $35 million; and 4)
unobligated cash remaining at the end of a fiscal year after the transfer into the Budget Reserve Fund, if the amount in the
PTRF does not exceed 15% of the general fund appropriations in the General Appropriations Act for the previous fiscal year.

Sale-Leaseback: Receipts under this classification are derived from the annuity contract purchased with the proceeds from
the sale of certificates of participation associated with the December 1986 sale-leaseback transaction.

EXPLANATION OF ONE-TIME GENERAL FUND RECEIPTS

One-time Unclaimed Property Receipts (FY2013 and FY2014): Mergers within the banking industry resulted in a large one-
time increase of unclaimed property in FY2013, of which $17.4 million is expected to be one-time. HB 1270, passed by the
2012 Legislature, changed the dormancy period for most unclaimed property from 5 years to 3 years. This change will result in
3 years of unclaimed property collections in FY2014, of which the one-time portion is estimated to be $54.5 million.

Transfer from Tax Refund Construction Liability account (FY2014): In FY2014, the Governor is recommending a transfer
of $19.4 million from the Tax Refund Construction Liability account to pay outstanding bonds to reduce future ongoing
expenses.

Transfer from Tax Relief Fund (FY2013): SB 196, passed by the 2010 Legislature, transferred $1.0 million from the Tax
Relief Fund to the general fund in FY2011 to help balance the budget. HB 1060, passed by the 2013 Legislature, transferred
$4.1 million from the tax relief in FY2013 to help fund the shortfall in the state health insurance program.

Misc. National Settlements (FY2012 and FY2013): This represents South Dakota’s allocation of miscellaneous one-time
national securities settlements in FY2012 and FY2013.
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Transfer from Budgetary Accounting Fund (FY2013): HB 1060, passed by the 2013 Legislature, transferred $1.8 million
from the Budgetary Accounting Fund to the General Fund in FY2013 to help fund the shortfall in the state health insurance
program.

Refinancing Gains (FY2012 and FY2013): This represents refunding gains from the South Dakota Building Authority by
refinancing bonds.

Transfer from the Tobacco Prevention and Reduction Trust Fund (FY2012 and FY2013): HB 1251, passed by the 2011
Legislature, transferred $1.0 million from the Tobacco Prevention and Reduction Trust fund to the General Fund to help
balance the budget. In FY2013, a $1.0 million transfer from the Tobacco Prevention and Reduction Trust Fund was transferred
to the general fund but was offset by an equal transfer out of the general fund.

One-time Bank Franchise Tax (FY2012 and FY2013): This represents a one-time receipt of bank franchise tax due to a
reallocation of bank income over prior tax years which were deemed allowable by the IRS. The reallocation of income
caused a one-time increase in South Dakota’s bank franchise tax of $14.3 million in FY2012. In FY2013, a one-time $1.2
million receipt of bank franchise tax was realized due to a prior period adjustment in bank franchise allocations.

CREP Savings (FY2012): This represents a one-time transfer from the South Dakota Building Authority as the Conservation
Reserve Enhancement Program (CREP) bonds have been paid in full and these funds are no longer needed for the CREP
program as the program is scheduled to end in November of 2013.

Unexpended Carryovers (FY2012, FY2013, and FY2014): Unexpended balances that revert to the General Fund from prior
years for special appropriations and carryovers are reflected in receipts as unexpended carryovers and specials. Included in
FY2014 is $4.0 million that is expected to revert to the general fund from a prior year carryover.

Transfer from Property Tax Reserves (FY2014): In FY2014, the Governor is recommending a transfer of $19.6 million from
the Property Tax Reserves to help pay outstanding bonds in order to reduce future ongoing expenses.

Transfer from Budget Reserve Fund (FY2012): HB 1269, passed by the 2012 Legislature, transferred $20.2 million from the
Budget Reserve fund to the General Fund to cover emergency 2011 flood expenses and other outstanding disaster costs, as
well as fund pine beetle suppression in Custer State Park and other privately owned land in the Black Hills.

Obligated Cash Carried Forward: This is the amount of prior year cash carried forward to meet obligations that existed at
the end of the previous year. SB 192, passed by the 2012 Legislature, obligated $27.8 million of FY2012 cash which was
used to fund FY2013 one-time expenses. In addition, $47.8 million of FY2012 cash was obligated and transferred to the
Budget Reserve Fund in FY2013 as required by state law. The $75.7 million total of FY2012 obligated cash was carried
forward to FY2013 as one-time revenue. SB 90, passed by the 2013 Legislature, obligated $1.0 million of FY2013 cash and
carried it forward to FY2014. In addition, $24.2 million of FY2013 cash was obligated and transferred to the Budget Reserve
Fund in FY2014 per state law. This $25.2 million of FY2013 cash was carried forward to FY2014 as one-time revenue.
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SOUTH DAKOTA DEPARTMENT OF TRANSPORTATION
HIGHWAY FUND CONDITION STATEMENT

ACTUAL ACTUAL PROJECTED PROJECTED
FY2012 FY2013 FY2014 FY2015
Taxes 190,902,510 205,443,161 201,913,000 205,514,000
Motor Fuel Tax 122,260,728 132,792,532 127,083,000 128,439,000
3% Vehicle Excise Tax 68,641,782 72,650,629 74,830,000 77,075,000
Licenses, Permits & Fees 5,367,934 5,113,626 5,329,486 5,329,486
Logo Sign Fees 286,312 292,094 300,000 300,000
Tourist Oriented Directional Signs 42,237 31,412 35,000 35,000
Billboard Permits 90,941 83,737 85,000 85,000
Special Highway Permits 4,496,470 4,263,436 4,783,647 4,783,647
Miscellaneous Prorate Fees 451,974 442,946 125,839 125,839
Rev/Use of Money/Property 3,788,908 2,844,984 3,246,436 3,246,436
Dividends & Interest 2,710,013 2,060,575 2,250,000 2,250,000
Rent 29,244 28,469 28,000 28,000
Interest Collected by Dept. of Rev. 506,384 379,735 500,000 500,000
Federal 543,267 376,204 468,436 468,436
Charges for Sales & Services 528,624 419,949 1,114,424 1,114,424
Administered Program Revenues 355,481,701 336,656,040 354,147,466 354,712,466
Project Reimbursements 9,326,910 9,307,809 8,000,000 8,565,000
Federal 346,154,791 327,348,231 346,147,466 346,147,466
Other Revenues 1,777,419 1,761,744 1,590,750 1,590,750
Misc. Collections 255,930 204,377 70,000 70,000
Depreciation Recovery 913,218 951,436 1,000,000 1,000,000
Damage Collections 604,401 599,154 515,000 515,000
Other Revenue 3,870 6,777 5,750 5,750
Nonoperating Revenues 10,229,218 13,021,918 9,750,000 9,750,000
TOTAL REVENUE $568,076,313 $565,261,421 $577,091,562 $581,257,562
Salaries 42,249,712 43,425,423 48,361,391 50,779,461
Benefits 11,852,251 13,605,284 16,047,667 16,850,050
Travel 1,230,315 1,220,678 1,530,776 1,530,776
Contractual Services 16,477,519 18,958,105 22,237,036 22,468,047
Supplies 22,194,933 20,751,887 24,705,689 24,793,666
Grants 12,530,413 10,885,142 17,404,634 17,404,634
Capital Outlay 21,916,616 19,690,860 26,036,667 27,038,367
Other 59,411 1,312 0 0
Transfers Out 2,037,618 1,175,269 1,033,269 1,033,269
Public Safety 15,143,290 16,694,426 18,017,353 18,892,193
Radio Communications 2,335,749 2,735,312 2,806,017 2,993,936
Governors Office 93,637 96,446 99,339 102,319
Highway Construction Contracts 421,813,925 427,528,816 388,776,219 388,776,219
Maintenance Contracts 11,388,123 6,760,825 13,318,615 13,318,615

TOTAL EXPENDITURES

NET CHANGE (Pay/Rec)

NET (Receipts less Disbursements)
BEGINNING CASH BALANCE
NET CHANGE IN FUND BALANCE

ENDING CASH BALANCE

$581,323,512

$583,529,784

$580,374,672

$585,981,552

($4,115,842)

($13,247,199) ($18,268,364)

$3,935,196

$0

($3,283,110)

$0

($4,723,990)

$113,388,793

($17,363,041) ($14,333,168)

$96,025,752

$81,692,584

($3,283,110)

$78,409,474

($4,723,990)

$96,025,752

$81,692,584

$78,409,474

$73,685,484
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SOUTH DAKOTA DEPARTMENT OF GAME, FISH AND PARKS
GAME AND FISH FUND CONDITION STATEMENT

ACTUAL ACTUAL PROJECTED PROJECTED
FY2012 FY2013 FY2014 FY2015
Licenses, Permits & Fees 28,950,110 27,302,796 27,287,000 28,900,000
Fines, Forfeits, and Penalties 0 2,788 0 0
Rev/Use of Money/Property 1,031,706 665,188 600,000 750,000
Charges for Sales & Services 205,905 123,142 125,000 125,000
Administered Program Revenues 13,907,450 14,102,449 16,347,560 16,115,000
Other Revenues 146,851 235,724 240,000 240,000
Nonoperating Revenues 7,146,511 1,661,611 1,533,354 1,075,000
TOTAL RECEIPTS $51,388,533 $44,093,698 $46,132,914 $47,205,000
Salaries 11,803,274 11,569,116 12,065,000 12,547,000
Benefits 3,523,981 3,776,780 4,150,000 4,370,000
Travel 612,322 620,192 625,000 625,000
Contractual Services 13,846,179 13,540,539 13,560,000 13,675,000
Supplies 3,450,272 3,483,448 3,492,500 3,495,000
Grants 2,105,927 1,970,080 2,000,000 2,000,000
Capital Outlay 7,033,695 4,957,097 3,397,000 3,914,500
Other 22,958 42,725 38,000 38,000
Operating Transfers Out 12,223,741 6,699,169 6,039,895 6,035,000
TOTAL DISBURSEMENTS $54,622,349 $46,659,146 $45,367,395 $46,699,500
NET (Receipts less Disbursements) ($3,233,816) ($2,565,448) $765,519 $505,500
BEGINNING CASH BALANCE $12,047,031 $8,813,215 $6,247,767 $7,013,286
ENDING CASH BALANCE $8,813,215 $6,247,767 $7,013,286 $7,518,786

By law, revenue generated by license sales and other miscellaneous sources is dedicated for specific
services which are delivered by programs in the Division of Wildlife. Current law authorizes the Game, Fish
and Parks Commission to appropriate and expend revenue receipted into this fund. A detailed annual report
is available upon request to the Department of Game, Fish and Parks, Foss Building, Pierre, SD 57501.

Revenue estimates for FY2014 and FY2015 represent calendar year estimates instead of fiscal year
estimates. Historically, the Game, Fish and Parks Commission has had to rely solely on the revenue
generated to the Game, Fish and Parks Fund to fund the activities it is charged with. In order to have
adequate management information to react to license sales and their effect on funding available, the
Commission established the calendar year revenue budget. At the end of a calendar year the Commission
has sufficient information on license sales to determine if adjustments to the budget are necessary to

maintain solvency.

Each year an amount designated in the General Appropriations Bill for the use of the State Radio Network is
transferred from this fund to the General Fund. Other transfers consist of the fund’s support for the Division
of Administration, the Animal Damage Control Fund, and the Land Acquisition Fund.
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FY 2014 GENERAL FUND
RECEIPTS

INSURANCE AND BANK

UNCLAIMED PROPERTY  FRANCHISE TAX ALCOHOL AND
RECEIPTS $90,974,661 6.2% TOBACCO TAX
$67,455,802 4.6% $42,445,064 2.9%
SEVERANCE TAXES
$6,613,045 0.4% CONTRACTOR’S EXCISE TAX

$89,532,268 6.1%

TRUST FUNDS
$28,375,768 1.9%

OTHER CHARGES, FEES, MISC.

$102,186,235 6.9%
ONE-TIME RECEIPTS

_— $77,880,389 5.3%

LOTTERY
$8,015,000 0.5% OBLIGATED CASH
T~ CARRIED FORWARD
PROPERTY TAX $25,216,171 1.7%

REDUCTION FUND

$108,053,338 7.3% PROPERTY TAX

RESERVES
$19,626,221 1.3%

SALES AND USE TAX
$810,063,958 54.9%

GENERAL FUND TOTAL: $1,476,437,920
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FY 2014 GENERAL FUND
EXPENDITURES

HEALTH, HUMAN, AND
SOCIAL SERVICES
$518,206,052 35.7%

CORRECTIONS

UNIFIED JUDICIAL SYSTEM
$38,142,654 2.6% \ $93,050,790 6.4%
BOARD OF REGENTS
LEGISLATURE AND $222,171,768 15.3%
ELECTED OFFICIALS |

$30,889,257 2.1%

STATE ASSISTANCE TO
LOCAL GOVERNMENTS
AND SCHOOLS

REMAINDER OF STATE
$412,145,103 28.4%

GOVERNMENT
$116,600,737 8.0%

AGRICULTURE AND
NATURAL RESOURCES

$20,999,037 1.5%

. $1,452,205,398

GENERAL FUND TOTAL
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FY 2015 GENERAL FUND
RECEIPTS

UNCLAIMED PROPERTY
SEVERANCE TAXES RECEIPTS INSURANCE AND BANK
$6,111,125 0.4% $67,455,802 4.9% FRANCHISE TAX

$94,955,928 6.8%

OTHER CHARGES, FEES,
MISC.

$103,340,908 7.4%
LOTTERY \

$8,335,000 0.6%

ALCOHOL AND
TOBACCO TAX
$42,812,573 3.1%

CONTRACTOR’S EXCISE TAX
$94,819,513 6.8%

PROPERTY TAX _—

REDUCTION FUND

$110,176,855 7.9% TRUST FUNDS

$30,513,526 2.2%

SALES AND USE TAX
$835,211,364 59.9%

GENERAL FUND TOTAL.: $1,393,732,594
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FY 2015 GENERAL FUND
EXPENDITURES

UNIFIED JUDICIAL SYSTEM
$37,222,101 2.7%

LEGISLATURE AND

N

HEALTH, HUMAN, AND

SOCIAL SERVICES

$533,325,284 38.3%

CORRECTIONS
$91,415,329 6.5%

ELECTED OFFICIALS
$24,094,629 1.7%

REMAINDER OF
STATE GOVERNMEN
$76,384,954 5.5%

AGRICULTURE AND

NATURAL RESOURCES

$17,007,572 1.2%

STATE ASSISTANCE TO
LOCAL GOVERNMENTS
AND SCHOOLS

$427,272,269 30.7%

BOARD OF REGENTS
$187,010,456 13.4%

GENERAL FUND TOTAL: $1,393,732,594

FY2015 Governor's Budget Book
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I SPECIAL APPROPRIATION RECOMMENDATIONS

GENERAL FEDERAL OTHER
FY2015 EXPENDITURE TRANSFERS FTE FUNDS FUNDS FUNDS TOTAL
Need-based Grant Fund $ 54,826 $ 54,826
Critical Teaching Needs Fund $ 54,826 $ 54,826
TOTAL FY2015 EXPENDITURE TRANSFERS $ 109,652 $ - $ - $ 109,652

NOTE: FY2015 expenditure transfers become available for expenditure on July 1, 2014, and are included in the FY2015 column of the General Fund
Condition Statement.

Governor Daugaard is recommending total expenditure transfers of $109,652 in general funds. The following paragraphs highlight each recommended
expenditure transfer.

* Need-based Grant Fund: The Governor is recommending $54,826 in general funds be transferred to the Need-based Grant Fund per
SB237 that was passed by the 2013 Legislature.

¢ Ciritical Teaching Needs Fund: The Governor is recommending $54,826 in general funds be transferred to the Need-based Grant
Fund per SB233 that was passed by the 2013 Legislature.
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GENERAL FEDERAL OTHER

FY2014 EMERGENCY SPECIAL APPROPRIATIONS FTE FUNDS FUNDS FUNDS TOTAL
Extinguishing Debt $ 58,132,054 $ 58,132,054
Prefund Building South Dakota $ 30,000,000 $ 30,000,000
Cash vs. Borrowing for State Veterans' Home $ 16,365,044 $ 16,365,044
Eliminate UAAL for Cement Plant Retirement Fund $ 5,598,495 $ 5,598,495
SDSU Swine Facility construction $ 2,037,000 $ 2,037,000
Public Safety Building construction $ 1,400,000 $ 300,000 $ 1,700,000
Missouri River Rail Bridge construction $ 1,200,000 $ 1,200,000
Healthcare Provider Loan Fund $ 1,000,000 $ 1,000,000
New South Dakotans/Dakota Roots $ 500,000 $ 500,000
Tax Refunds for Elderly and Disabled Persons $ 450,000 $ 450,000
Mountain Pine Beetle treatment $ 350,000 $ 350,000
Watertown Armory $ 151,768 $ 151,768
Rural Healthcare Recruitment Assistance Program $ 94,167 $ 94,167
Water Omnibus bill $ 200,000 $ 16,650,000 $ 16,850,000
Conservation grant $ 500,000 $ 500,000
TOTAL FY2014 EMERGENCY SPECIAL APPROPRIATIONS 0.0 §117,278,528 _$ 200,000 _$ 17,450,000 _$ 134,928,528

NOTE: FY2014 emergency special appropriations become available for expenditure upon passage of the bill and are included in the FY2014 column of

the General Fund Condition Statement.

Governor Daugaard is recommending total emergency special appropriations of $117,278,528 in general funds, $200,000 in federal fund expenditure
authority, and $17,450,000 in other fund expenditure authority. The following paragraphs highlight each recommended emergency special appropriation.

Extinguishing Debt: The Governor is recommending $58,132,054 in general funds to pay off the bond payment debt remaining on the
following facilities: the Division of Criminal Investigation Building ($6,040,293), the Human Services Center (HSC) ($11,018,853), the Board of
Regents Science Research Facilities ($32,465,540), and the HSC Dietary Building ($8,607,368).

Prefund Building South Dakota: The Governor is recommending $30,000,000 in general funds to provide a $10 million transfer each
year to the Building South Dakota fund for FY2015, FY2016, and FY2017, thus removing the need for ongoing funding for these years.

Cash vs. Borrowing for State Veterans' Home: The Governor is recommending $16,365,044 in general funds for the
Department of Veterans' Affairs for the construction of the new State Veterans' Home.

Eliminate Unfunded Actuarial Accrued Liability for Cement Plant Retirement Fund: The Governor is recommending
$5,598,495 in general funds to pay off the unfunded actuarial accrued liability in the Cement Plant Retirement Fund.

SDSU Swine Facility construction: The Governor is recommending an increase of $2,037,000 in general funds to assist in funding
the swine teaching and research facilities at South Dakota State University.

Public Safety Building construction: The Governor is recommending $1,400,000 in general funds and $300,000 in other fund
expenditure authority for the Department of Public Safety to build a Public Safety building in Rapid City.

Missouri River Rail Bridge construction: The Governor is recommending $1,200,000 in general funds to repair the railroad bridge
over the Missouri River at Chamberlain, which is imperative for the further build out of rail west of Chamberlain.

Healthcare Provider Loan Fund: The Governor is recommending $1,000,000 for the Healthcare Provider Loan Fund to allow for
healthcare facilities to make investments in infrastructure.

New South Dakotans/Dakota Roots: The Governor is recommending $500,000 in general funds for the Dakota Roots program to
attract out-of-state citizens to live and work in South Dakota.

Tax Refunds for Elderly and Disabled Persons: The Governor is recommending $450,000 in general funds for tax refunds for
elderly and disabled individuals who meet income guidelines.

Mountain Pine Beetle treatment: The Governor is recommending $350,000 in general funds for the Fire Suppression Fund for pine
beetle suppression on state lands within the Black Hills.

Watertown Armory: The Governor is recommending $151,768 in general funds for the Department of Military to purchase 25.6 acres
from the Department of Transportation. This purchase would provide a new Unit Training and Equipment Site for the existing armory.

Rural Healthcare Recruitment Assistance Program: The Governor is recommending $94,167 in general funds to reimburse
one participant who has complied with the requirements of the Rural Healthcare Recruitment Assistance program per SDCL 34-12G.
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Water Omnibus bill: The Governor is recommending $200,000 in federal fund expenditure authority and $16,650,000 in other fund
expenditure authority for water development, solid waste, and water quality improvement projects throughout the state.

Conservation grant: The Governor is recommending $500,000 in other fund expenditure authority for the continued assistance of
promoting conservation practices to reduce erosion, improve cropland and grazing conditions, improve surface water, and enhance habitat.
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GENERAL FEDERAL OTHER
FY2014 GENERAL BILL AMENDMENTS FTE FUNDS FUNDS FUNDS TOTAL

State Employee Health Insurance shortfall $ 8,778,258 $ 5,051,180 $ 9,489,517 $ 23,318,955
State Employee Health Insurance reserve $ 1,145,433 $ 659,460 $ 1,238,909 $ 3,043,802
BOR Health Insurance tuition shortfall $ 2,600,000 $ 2,600,000
Correctional Healthcare shortfall $ 2,000,000 $ 2,000,000 $ 4,000,000
Revised Utility projections $ 780,243 $ 175,286 $ 23,615 $ 979,144
Internal Service rates $ 743,113 $ 531,188 $ 883,966 $ 2,158,267
K-12 Technology upgrades $ 600,000 $ 600,000
DOE E-grant system $ 500,000 $ 500,000
BOR CAFR Technology upgrades $ 235,250 $ 235,250
DOE Teacher Evaluation $ 194,360 $ 194,360
DOH Infant Mortality Initiative $ 100,000 $ 100,000
Black Hills Playhouse Wastewater reduction $ 47,000 $ 47,000
BOR South Dakota Opportunity Scholarship funding $ 41,833 $ 41,833
DOR Productivity study $ 37,500 $ 37,500
DOE State Aid revision $  (5,874,773) $  (5,874,773)
DSS Medicaid Eligibles revision $ (6,086,570) $ (7,820,222) $ (13,906,792)
BOR NSU Federal Title 11l grant 4.0 $ 320,000 $ 320,000
BFM Financial Systems Accountant 0.5 $ -
TOTAL FY2014 GENERAL BILL AMENDMENTS 4.5 $ 5,841,647 $ (1,083,108) $ 13,636,007 $ 18,394,546

NOTE: FY2014 general bill amendments are changes needing to be made to the FY2014 General Appropriations Act and are included in the FY2014

column of the General Fund Condition Statement.

Governor Daugaard is recommending total general bill amendments of $5,841,647 in general funds, ($1,083,108) in federal fund expenditure authority,
$13,636,007 in other fund expenditure authority, and 4.5 FTE. The following paragraphs highlight the recommended changes to the FY2014 General Bill.

L 4

State Employee Health Insurance shortfall: The Governor is recommending $8,778,258 in general funds, $5,051,180 in federal
fund expenditure authority, and $9,489,517 in other fund expenditure authority to pay for increased healthcare costs.

State Employee Health Insurance reserve: The Governor is recommending $1,145,433 in general funds, $659,460 in federal fund
expenditure authority, and $1,238,909 in other fund expenditure authority to create a reserve in the State Employee Health Insurance program.

BOR Health Insurance tuition shortfall: The Governor is recommending an increase of $2,600,000 in general funds to help pay for
the Board of Regents tuition portion of the increased state employee health insurance costs for FY2014.

Correctional Healthcare shortfall: The Governor is recommending $2,000,000 in general funds to cover the shortfall in Correctional
Health due to costs associated with significant inmate healthcare events.

Revised Utility projections: The Governor is recommending $780,243 in general funds, $175,286 in federal fund expenditure authority,
and $23,615 in other fund expenditure authority due to utility costs being higher than originally projected.

Internal Service rates: The Governor is recommending increases of $743,113 in general funds, $531,188 in federal fund expenditure
authority, and $883,966 in other fund expenditure authority throughout State Government due to increases in internal service rates charged by
the bureaus. These rates are increasing due to increases in health insurance rates, utilities projections, and anticipated operating expenses.

K-12 Technology upgrades: The Governor is recommending $600,000 in general funds to upgrade servers and other infrastructure at
the K-12 data center to support the technology in schools budget.

DOE E-grant system: The Governor is recommending $500,000 in general funds to purchase a new E-grant system in the Department of
Education which is used to manage federal grants with the K-12 schools and will assist in the completion of the annual financial reports within a

required 6-month time frame.

BOR CAFR Technology upgrades: The Governor is recommending $235,250 in general funds for technology upgrades to assist with
an aggressive initiative to complete the comprehensive annual financial reports within a required 6-month time frame.

DOE Teacher Evaluation: The Governor is recommending $194,360 in general funds to pay for additional costs of the teacher
evaluation software due to higher demand from the school districts throughout the state.

DOH Infant Mortality Initiative: The Governor is recommending $100,000 in general funds for the Safe Sleep/Cribs for Kids program.

Black Hills Playhouse Waste Water reduction: The Governor is recommending $47,000 in general funds to reduce waste water
generated at the Black Hills Playhouse, which is overloading the Game, Fish, & Parks owned leaching system.

BOR South Dakota Opportunity Scholarship funding: The Governor is recommending $41,833 in general funds to fund the
projected shortfall in the South Dakota Opportunity Scholarship.
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* DOR PI’OdUCtiVity study: The Governor is recommending $37,500 to pay for transitional costs of the agriculture productivity study that is
conducted by SDSU each year per state law.

o DOE State Aid revision: The Governor is recommending a decrease of $5,874,773 in general funds in state aid to general education
due to actual property valuation growth being higher than budgeted in FY2014.

DSS Medicaid Eligibles revision: The Governor is recommending decreases of $6,086,570 in general funds and $7,820,222 in
federal fund expenditure authority due to updated projections which estimate fewer Medicaid eligibles than previously anticipated.

¢ BOR NSU Federal Title Ill grant: The Governor is recommending $320,000 in federal fund expenditure authority and 4.0 FTE for a
Title 11l grant that Northern State University was recently awarded.

¢ BFM Financial Systems Accountant: The Governor is recommending an increase of 0.5 FTE in the Bureau of Finance and
Management for a Financial Systems Accountant.

GENERAL FEDERAL OTHER
FY2014 EXPENDITURE TRANSFERS FTE FUNDS FUNDS FUNDS TOTAL
Correctional Healthcare reserve $ 1,500,000 $ 1,500,000
TOTAL FY2014 EXPENDITURE TRANSFERS 0.0 $ 1,500,000 $ - $ - $ 1,500,000

NOTE: FY2014 expenditure transfers are included in the FY2014 column of the General Fund Condition Statement.

Governor Daugaard is recommending total expenditure transfers of $1,500,000 in general funds. The following paragraph highlights the recommended
expenditure transfer.

o Correctional Healthcare reserve: The Governor is recommending $1,500,000 in general funds to establish a reserve within
Correctional Health for costs associated with significant inmate healthcare events.

20 FY2015 Govenor's Budget Book



GOVERNOR DAUGAARD'S RECOMMENDATION FOR
STATE EMPLOYEE COMPENSATION PLAN

ACROSS-THE-BOARD INCREASE AND MARKET
ADJUSTMENTS: The Governor is recommending
all permanent state employees receive a

3.0% cost-of-living/maket adjustment increase.

ADJUSTMENT TOWARD JOB WORTH:

The Governor is recommending the Performance
and Compensation Equity (PACE) system
established in FY1990 be continued to include 3.0%
adjustments to employees who are paid under the
job worth of their pay range.

PAY FOR PERFORMANCE: The Governor is
recommending 0% to 4.5% performance-based
adjustments to employees in the Career Band
families established in FY2010.

TARGETED COMPENSATION ADJUSTEMENTS:
Following a total compensation market analysis
study, compensation adjustments are being
recommended for a small number of mostly
vocational jobs that are below market, experiencing
high turnover, a decline in applicants, or are
difficult to fill because of the nature of the work.

HEALTH INSURANCE INCREASE: The cost
associated with the employer-paid portion of the
state employee's health insurance plan for
FY2015 is projected to increase by 18.6%.

TOTAL COST OF RECOMMENDED
STATE EMPLOYEE COMPENSATION PLAN:

REMAINING FY2014 COMPENSATION POOL.:

TOTAL INCREASE FOR RECOMMENDED
STATE EMPLOYEE COMPENSATION PLAN:

GENERAL FEDERAL OTHER TOTAL

FUNDS FUNDS FUNDS FUNDS
$ 9,772,471 $ 5442344 $ 11,678,982 $ 26,893,797
$ 2,797,040 $ 1,346,040 $ 1,828,378 $ 5,971,458
$ 585,673 $ 544,366 $ 1,587,957 $ 2,717,996
$ 454,727 $ 224340 $ 304,730 $ 983,797
$ 6,756,462 $ 3,902,062 $ 7,286,652 $ 17,945,176
$ 20,366,373 $ 11,459,152 $ 22,686,699 $ 54,512,224
$ (32,711) $  (190,766) $  (464,725) ¢ (688.202)
$ 20,333,662 $ 11,268,386 $ 22,221,974 $ 53,824,022

For FY2015, the state employee compensation plan is recommended as a pool in the Bureau of Finance and Management.

FY2015 Governor's Budget Book
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TOTAL STATE GOVERNMENT BUDGET
(Excluding Information Budgets)

GENERAL APPROPRIATIONS BILL

FUNDING SOURCE:
General Funds
Federal Funds
Other Funds

Total

EXPENDITURE DETAIL:

Personal Services

Operating Expenses

Total

Staffing Level FTE:

ACTUAL
FY 2012

ACTUAL
FY 2013

GOVERNOR'S
BUDGETED REQUESTED RECOMMENDED
FY 2014 FY 2015 FY 2015

RECOMMENDED
INC/(DEC)
FY 2015

1,146,794,851 $
1,103,936,467
645,126,467

1,221,722,313 $
1,071,161,052
683,429,745

1,312,583,507 $
1,294,346,422
805,094,248

1,375,117,450 $
1,290,334,713
844,204,060

1,390,852,751
1,307,273,207
865,495,545

$ 78,269,244
12,926,785
60,401,297

2,895,857,785 $

2,976,313,110 $

3,412,024,177 $

3,509,656,223 $

3,563,621,503

$ 151,597,326

721,897,732 §
2,173,960,053

749,000,807 $
2,227,312,303

836,895,793 $
2,575,128,384

852,514,534 $
2,657,141,689

901,587,367
2,662,034,136

$ 64,691,574
86,905,752

2,895,857,785 $

2,976,313,110 $

3,412,024,177 $

3,509,656,223 $

3,563,621,503

$ 151,597,326

11,577.0

11,739.6

12,534.9

12,622.9

12,595.4

60.5

SPECIAL APPROPRIATIONS AND GENERAL FUND CONTINUING APPROPRIATIONS
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FUNDING SOURCE:

General Funds
Federal Funds
Other Funds

Total

Staffing Level FTE:

FUNDING SOURCE:

General Funds
Federal Funds
Other Funds

Total

Staffing Level FTE:

REVISED
BUDGETED
FY 2014

$ 139,621,891

5,116,892
148,390,528

$ 293,129,311

4.5

REVISED
BUDGETED
FY 2014

$ 1,452,205,398

1,299,463,314
953,484,776

$ 3,705,153,488

12,539.4

GOVERNOR'S

RECOMMENDED

FY 2015

$ 2,879,843

6,000,000
1,283,270

$ 10,163,113

0.0

TOTAL STATE GOVERNMENT BUDGET

GOVERNOR'S
RECOMMENDED
FY 2015

$ 1,393,732,594

1,313,273,207
866,778,815

$ 3,573,784,616

12,595.4

RECOMMENDED
INC/(DEC)
FY 2015

($  136,742,048)
883,108
( 147,107,258)

($ 282,966,198

( 4.5)
RECOMMENDED
INC/(DEC)
FY 2015
($ 58,472,804
13,809,893
( 86,705,961)

($ 131,368,872)

56.0

FY2015 Govenor's Budget Book



INFORMATION BUDGETS CONTAINED IN THE
GENERAL APPROPRIATIONS BILL

Staffing Level FTE:

GOVERNOR'S RECOMMENDED
ACTUAL ACTUAL BUDGETED REQUESTED RECOMMENDED INC/(DEC)
FY 2012 FY 2013 FY 2014 FY 2015 FY 2015 FY 2015
FUNDING SOURCE:
General Funds $ 05$ 05$ 0s$ 0s$ 0$ 0
Federal Funds 395,946,103 380,960,819 383,748,735 384,729,939 384,738,724 989,989
Other Funds 309,458,906 336,545,624 311,241,595 317,743,667 317,899,397 6,657,802
Total $ 705,405,008 $ 717,506,443 $ 694,990,330 $ 702,473,606 $ 702,638,121 $ 7,647,791
EXPENDITURE DETAIL:
Personal Services $ 101,292,566 $ 103,809,812 $ 114,796,082 $ 115,193,049 $ 115,191,724 $ 395,642
Operating Expenses 604,112,443 613,696,632 580,194,248 587,280,557 587,446,397 7,252,149
Total $ 705,405,008 $ 717,506,443 694,990,330 $ 702,473,606 $ 702,638,121 $ 7,647,791
1,374.8 1,414.5 1,291.4 1,295.5 1,295.5 4.1

INFORMATION BUDGETS

South Dakota Building Authority

South Dakota Health and Educational Facilities Authority

Public Entity Pool for Liability (PEPL) Administration

PEPL Fund Claims

Insurance Fraud Unit

Petroleum Release Fund

Lottery Instant and On-Line Operations

Real Estate Commission

Abstractors Board of Examiners

South Dakota Athletic Commission
Commission on Gaming

American Dairy Association

Wheat Commission

Oilseeds Council

Soybean Research and Promotion Council
Brand Board

Corn Utilization Council

Board of Veterinary Medical Examiners

South Dakota Pulse Crops Council

South Dakota Housing Development Authority
South Dakota Science and Technology Authority
South Dakota Energy Infrastructure Authority
South Dakota Ellsworth Development Authority
Building South Dakota Fund

Division of Wildlife

Wildlife Development and Improvement
Snowmobile Trails Program

Board of Chiropractic Examiners

Board of Dentistry

Board of Hearing Aid Dispensers

Board of Funeral Service

Educational Enhancement Funding Corporation

FY2015 Governor's Budget Book

Board of Medical and Osteopathic Examiners
Board of Nursing

Board of Nursing Home Administrators
Board of Examiners in Optometry
Board of Pharmacy

Board of Podiatry Examiners

Board of Massage Therapy

Board of Speech-Language Pathology
Board of Accountancy

Board of Barber Examiners
Cosmetology Commission

Plumbing Commission

Board of Technical Professions
Electrical Commission

Highway Construction Contracts

911 Coordination Board

Tuition and Fee Fund

Army/Air National Guard

Board of Counselor Examiners

Board of Psychology Examiners

Board of Social Work Examiners
Board of Addiction and Prevention Professionals
Regulated Response Fund

Livestock Cleanup

Public Utilities Commission Administration
Grain Warehouse

Fixed Utilities

Pipeline Safety

One-Call Notification Board

State Bar Association

Unclaimed Property Fund
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TOTAL STATE GOVERNMENT BUDGET

(Including Information Budgets)

GENERAL APPROPRIATIONS BILL

GOVERNOR'S RECOMMENDED
ACTUAL ACTUAL BUDGETED REQUESTED RECOMMENDED INC/(DEC)
FY 2012 FY 2013 FY 2014 FY 2015 FY 2015 FY 2015
FUNDING SOURCE:
General Funds 1,146,794,851 1,221,722,313 $ 1,312,583,507 $ 1,375,117,450 $ 1,390,852,751 $ 78,269,244
Federal Funds 1,499,882,570 1,452,121,871 1,678,095,157 1,675,064,652 1,692,011,931 13,916,774
Other Funds 954,585,373  1,018,926,473  1,116,335843  1,161,947,727  1,183,394,942 67,059,099
Total 3,601,262,794 $ 3,692,770,656 $ 4,107,014,507 $ 4,212,129,829 $ 4,266,259,624 $ 159,245,117
EXPENDITURE DETAIL:
Personal Services 823,190,298 852,810,619 $ 951,691,875 $ 967,707,583 $ 1,016,779,091 $ 65,087,216
Operating Expenses 2,778,072,496  2,839,960,038 3,155,322,632  3,244,422,246  3,249,480,533 94,157,901
Total 3,601,262,794 3,692,770,656 $ 4,107,014,507 $ 4,212,129,829 $ 4,266,259,624 $ 159,245,117

SPECIAL APPROPRIATIONS AND GENERAL FUND CONTINUING APPROPRIATIONS

24

REVISED GOVERNOR'S RECOMMENDED
BUDGETED RECOMMENDED INC/(DEC)
FUNDING SOURCE: FY 2014 FY 2015 FY 201