State of South Dakota

NINETY-THIRD SESSION

LEGISLATIVE ASSEMBLY, 2018
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343720887
House BILL No. 1309

Introduced by: Representatives May, Gosch, and Marty and Senator Jensen (Phil)

FOR AN ACT ENTITLED, An Act to revise certain sales tax exemptions and the tax rate on

the sale of food.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That § 10-45-12.1 be amended to read:

10-45-12.1. The following services enumerated in the Standard Industrial Classification
Manual, 1987, as prepared by the Statistical Policy Division of the Office of Management and
Budget, Office of the President are exempt from the provisions of this chapter: heatth-services
{majorgroup80): educational services(major group 82) except school sand educationa services
not elsewhere classified (industry no. 8299); socia services (mgor group 83); agricultural
services (major group 07) except veterinarian services (group no. 074) and animal specialty
services, except veterinary (industry no. 0752); forestry services (group no. 085); radio and
television broadcasting (group no. 483); railroad transportation (major group 40); local and
suburban passenger transportation (group no. 411) except limousine services; school buses
(group no. 415); trucking and courier services, except air (group no. 421) except collection and

disposal of solid waste; farm product warehousing and storage (industry no. 4221);
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. HB 1309

establishments primarily engaged in transportation on rivers and canals (group no. 444);
establishments primarily engaged in air transportation, certified carriers (group no. 451);
establishments primarily engaged in air transportation, noncertified carriers (group no. 452)
except chartered flights (industry no. 4522) and airplane, helicopter, balloon, dirigible, and
blimp rides for amusement or sightseeing; pipe lines, except natural gas (mgor group 46);
arrangement of passenger transportation (group no. 472); arrangement of transportation of
freight and cargo (group no. 473); rental of railroad cars (group no. 474); water supply (industry
no. 4941); sewerage systems (industry no. 4952); security brokers, deders and flotation
companies (group no. 621); commodity contracts brokers and dealers (group no. 622); credit
counseling services provided by individual and family socia services (industry no. 8322);
construction services(division C) except industry no. 1752 andlocksmithsand locksmith shops;
consumer credit reporting agencies, mercantile reporting agencies, and adjustment and
collection agencies (group no. 732), if the debt wasincurred out-of-state and the client does not
reside within the state. The following are also specifically exempt from the provisions of this
chapter: financial services of institutions subject to tax under chapter 10-43 including loan
origination fees, late payment charges, nonsufficient fund check charges, stop payment charges,
safe deposit box rent, exchange charges, commission on travelers checks, charges for
administration of trusts, interest charges, and points charged on loans; commissions earned or
servicefees paid by an insurance company to an agent or representative for the sale of apolicy;
services of brokers and agents licensed under Title 47; the sale of trading stamps; rentals of
motor vehiclesasdefined by 8§ 32-5-1 |eased under asingle contract for more than twenty-eight
days, agverttsgserviees: services provided by any corporation to another corporation which
is centrally assessed having identical ownership and services provided by any corporation to a

wholly owned subsidiary whichis centrally assessed; continuing education programs; tutoring;
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and vocational counseling, except rehabilitation counseling:—ang-metionpictare-rentalstoa

Section 2. That § 10-45-14 be amended to read:

10-45-14. There are specifically exempted from the provisions of this chapter and from the
computation of the amount of tax imposed by it, the gross receipts from sales of tangible
personal property, any product transferred el ectronically, and servicesto and for useby religious
educational institutions, and private educational institutions currently recognized as exempt

under section 501(c)(3) of the Internal Revenue Code as in effect on January 1, 2011;-and

the purposes of this section, a private educational institution shall be defined as an institution

currently recognized as exempt under section 501(c)(3) of the Internal Revenue Code as in
effect on January 1, 2011, maintaining a campus physically located within this state; and
accredited by the South Dakota Department of Education or the North Central Association of
Colleges and Schools. For the purposes of this section, areligious educational institution shall
be defined as an institution currently recognized as exempt under section 501(c)(3) of the
Internal Revenue Code as in effect on January 1, 2011, that maintains a campus physically
located within this state.

Thisexemption doesnot extend to salesto or purchases of tangible personal property or any
product transferred electronically for the personal use of officials, members or employees of
such institutions or to sales to or purchases of tangible personal property or any product
transferred electronically used in the operation of ataxable retail business.

The exemption provided in this section doesnot, in any manner, relievetheinstitution from

the payment of the additional and further license fee imposed on the registration of motor
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4 HB 1309

vehicles.

Each ingtitution claiming this exemption shall prepare and maintain alist of al purchases
on which the exemption was claimed, fully itemized, showing name and address of vendors,
description of property purchased, date or dates of purchase, purchase price, and brief
explanation of use or intended use.

Section 3. That § 10-45-14.10 be repeal ed.

Section 6. That § 10-45-14.12 be repeal ed.
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Section 8. That § 10-45-13.1 be repealed.

HB 1309
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Section 11. That chapter 10-45 be amended by adding a NEW SECTION to read:

Thereisimposed atax of zero percent on the gross receipts from the sale of food as defined

in § 10-45-1.
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Section 12. That chapter 10-46 be amended by adding a NEW SECTION to read:

Thereisimposed atax of zero percent on the privilege of the use of food asdefinedin 8 10-
46-1.

Section 13. That the code be amended by adding a NEW SECTION to read:

The additional net revenue from the repeal and reduction of sales and use taxesin this Act

shall be used to reduce tuition and fees at the state postsecondary technical institutes.



