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i n s i d e  t h i s  i s s u e

t axa t i o nt axa t i o n
New Municipal Tax Changes Effective Jan. 1

Beginning January 1, 2009, the following South Dakota communities will
implement new municipal taxes or update their current city taxes.

• Crooks is implementing a 1% municipal gross receipts tax on alcoholic
beverages, admissions, eating establishments, and lodging accommodations.
• Doland is increasing its general sales and use tax rate from 1% to 2%.
• Grenville is implementing a 2% general sales and use tax rate.
• Herried is increasing its general sales and use tax rate from 1% to 2%.
• Hudson is increasing its general sales and use tax rate from 1% to 2%.
• Orient is implementing a 1% general sales and use tax rate.
• Sioux Falls is increasing its general sales and use tax rate from 1.92% to
2%.
• Winner is imposing a 1% municipal gross receipts tax on alcoholic bever-
ages, admissions, eating establishments, and lodging accommodations.

The complete updated January 2009 Municipal Sales Tax Rate Chart can be
found on page 5 of this publication.

Dealer Access, Internet Renewals Next Phase

Now that South Dakota’s new license plate with owner process and accompanying
computer system have been in operation for six months, state officials and
programmers are planning for the next developments to the system which include
expanding access to motor vehicle dealers and providing online renewals for vehicle
owners.

Effective July 1, 2008, the state changed from a license plate with vehicle system to a
license plate with owner system. The changeover prompted the implementation of a
new computer system called SDcars (Customized Automated Registration System).
Despite computer glitches and user problems during the first few months under the
new system, Debra Hillmer, Director of the Division of Motor Vehicles, says SDcars
is now operating more efficiently and state officials are working to get motor vehicle
dealers onto the system.

“Once all of the state’s dealers have access, they will be able to enter vehicle sales
information directly into the system, providing an immediate record of the sale,”
Hillmer said. “This will save a lot of data entry time and allow for further action to be
taken if the vehicle buyer doesn’t complete the transaction with the county within
the required 30 days.”

CONTINUED...
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According to Hillmer, another time-saving feature of the new
system is online vehicle registration, which may be available to
vehicle owners in early 2009.

“SDcars was designed to allow for online vehicle registration,
meaning owners will be able to register their vehicles over the
Internet,” Hillmer said. “Once that feature is implemented,
people will be able to register their vehicles from home in a
secure and convenient manner. No standing in line at the
treasurer’s office, no rushing to make it during office hours.
They can do it anytime that’s convenient for them as along as
it is during their scheduled renewal period.”

Online renewals will also free up time for staff in county
treasurer’s offices. By reducing the number of customers that
have to be waited on over the counter, staff members will have
more time to process transactions and perform their regular
daily duties.

For more information on the SDcars system or the license plate
with owner system, go to www.SDcars.org.

Quick Bits

Returns Mailed to same address

Even though our Sioux Falls office has moved to a new
location at 300 South Sycamore, Suite 102,  our remit-
tance address for tax returns and payments remains the
same. All returns and payments should be mailed to
Sioux Falls Remit Center,  PO Box 5055, Sioux Falls,
SD  57117-5055.

New license numbers

The Department of Revenue & Regulation is issuing
new license numbers effective January 1, 2009. Your
old number is valid for all returns filed for December
2008. After January 1, 2009 your new license number
will be pre-printed on all of your tax returns. Upon
receipt of your new license card, please destroy your
old license card and display the new one in public view.
Taxpayers who are updating resale certificates should
wait until they receive their new number.

When Tax Rates Change: Whenever the state or
municipal tax rates change (changes for municipal tax
can only occur on January 1 and July 1), there can be
confusion about when the business should implement the
new rate.

On the accrual method of accounting the business will
pay the tax rate that is in effect on the date the customer
was billed.

On the cash method the business must pay the tax rate
that is in effect when the payment is received. For
instance, if a rate change takes place January 1, and the
customer was billed in December, but did not make the
payment until January, the business would owe the new
tax rate on the payment received in January.

Contractors Excise Tax Projects
Construction Material, for a contract bid or assigned prior
to a municipal tax rate increase, is subject to the munici-
pal tax rate in effect at the time of the bid or signing of
the contract. A copy of the bid sheet or contract will be
sufficient documentation for the contractors file. The
contractor may note on the purchase invoice or any
purchase contract as to when the contract was bid or
awarded. The supplier should charge municipal sales tax
at the rate at the time of the bid.
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*Subject to Insurance Premium Tax

Extended Warranty vs Maintenence Contracts
When a motor vehicle is purchased the customer may opt
to purchase additional services. Not all of these services
are subject to the 3% Motor Vehicle Excise Tax, Here are
some examples of these services and how they are taxed.
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SALES & USE TAX

Fuel Surcharge

Many companies add an additional fuel surcharge for the delivery of goods.

If the fuel surcharge is an additional delivery or transportation charge for taxable goods, it is subject to sales tax based
on where the goods are delivered. If the goods are exempt from tax, the fuel surcharge is exempt from tax.

Drop Shipments

Drop shipments occur when a retailer purchases an item from a vendor and the vendor delivers (or drop ships) the
product directly to the retailer’s customer in South Dakota.

If the vendor has a South Dakota tax license, they must charge the retailer South Dakota sales tax unless the retailer
provides a properly completed exemption certificate claiming resale.

If the retailer is located out-of-state they may provide their out-of-state tax permit number on the exemption certificate.

For example: A Minnesota retailer sells equipment to a South Dakota customer.  The retailer purchases the equipment
from a manufacturer in Wisconsin and has the manufacturer deliver the equipment directly to the South Dakota
customer. The manufacturer has a South Dakota tax license.

Since the manufacturer has a tax license in South Dakota they are required to charge the retailer sales tax based on
where the equipment is delivered unless the retailer provides an exemption certificate. The retailer may use their
Minnesota tax permit number on the exemption certificate; they do not have to provide a South Dakota number.

Catering

Catering is subject to the state sales tax, applicable municipal tax and applicable 1% municipal gross receipts tax based
on where the meal is served.  For example, if a catering company serves a banquet in Mitchell the tax due is 4% state
tax, plus 2% Mitchell city sales tax, plus 1% Mitchell gross receipts tax, for a total tax due of 7%

Digital-to-Analog Converter Box Coupon Program

The federal government is issuing coupons that can be applied towards the purchase of eligible converter boxes.  The
customer must provide the retailer with a coupon for which the federal government will reimburse the retailer up to $40
per coupon.  South Dakota sales tax applies to the gross receipts from the sale of the converter boxes, which includes
the value of the coupon.

Gross receipts include the value of coupons for which the retailer will receive reimbursement from a third party. In this
case, the reimbursement is from the Federal Government; however, because the sale is to an individual, not to the
government, the gross receipts from the transaction remain taxable.

Concession Stands

Receipts from sales of all food and beverages at concession or snack stands are subject to state sales tax, applicable
municipal sales tax, and municipal gross receipts tax that applies to eating establishments. Examples where concession
stands may be are: sporting events, lounges, bowling alleys, and movie theaters.  Concessions stands on the grounds of
a visitor attraction or at a spectator event such as a concert, ball game, or exposition are also subject to the 1% tourism
tax. (See Tourism Tax facts for further information)
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NEWS YOU CAN USE

Prepared Food and Municipal Gross Receipts Tax - New Tax Facts

Municipalities in South Dakota have the option of imposing a 1% municipal gross
receipts tax on Eating Establishments where the public is invited to eat, dine, or
purchase and carry out prepared food for immediate consumption. This tax is in
addition to the state sales tax and the municipal sales tax. The municipal gross
receipts tax applies to all prepared food for immediate consumption.

Prepared food includes:
• Food that is sold in a heated state or is heated by the seller at any time before
the sale, even if it is not warm at the time of sale, that the customer would
generally eat without reheating.
• Two or more food ingredients that are mixed or combined by the seller for sale
as a single item.
• Food sold with eating utensils. If the seller provides plates, bowls, glasses, and
cups required to hold the food, then the food is prepared food for immediate
consumption.

Immediate consumption includes any prepared food that can be consumed
immediately and is generally meant to be eaten soon after it is purchased.  Food
that generally requires additional preparation by the customer after it is pur-
chased, such as cooking, heating, or combining with other food products is not
prepared food for immediate consumption.The tax facts for Prepared Food and
information on Municipal Tax is available online at www.state.sd.us/drr or calling
our helpline at 1-800-829-9188.

Bakeries and Donut Shops
Most food made by a bakery is prepared food for immediate consumption and is
subject to the 1% municipal gross receipts tax. This tax applies whether the
customer chooses to eat there or take the food with them.  However, some items
are not for immediate consumption. If the food generally requires further prepa-
ration by the customer such as heating, cooking, or combining with other prod-
ucts, then it is not subject to the municipal gross receipts tax.  Bread loaves, buns
(such as hamburger or sandwich buns), whole pies or cakes sold for home
consumption are not considered for immediate consumption, therefore not subject
to the municipal gross receipts tax. Cakes, such as wedding cakes or special
occasion cakes that are delivered are catering and subject to municipal gross
receipts tax.

January
Tax Filing Deadlines

February

March

911 Surcharge on Prepaid Wireless Service
During the 2008 legislature a bill was passed to revise certain provisions
regarding collection and administration of the 911 emergency surcharge and
operations of 911 services. The new law provided for a surcharge on active
prepaid wireless accounts. The surcharge is 75 cents per active account or
2% of the retail sale at the time of purchase.

This surcharge is administered by the Department of Public Safety but the
funds and return will be sent to the Remit Center, PO Box 5055, Sioux Falls,
SD  57117-5055. For questions, please contact the Office of Emergency
Management, Department of Public Safety at 605-773-3231. For additional
information on the 911 surcharge and reporting go to http://www.oem.sd.gov/

January  20
Paper returns & payments due
for monthly filers.
January 23
SD QUEST returns due.
January 30
SD QUEST electronic pay-
ments due.
January 31
Paper returns & payments due
for semi-annual & annual filers.

February 20
Paper returns & payments due for
monthly filers.
February 23
SD QUEST returns due.
February 26
SD QUEST electronic payments
due.

March 20
Paper returns & payments due
for bi-monthly filers.
March 23
SD QUEST returns due.
March 30
SD QUEST electronic payments
due.
March 31
Paper returns & payments due
for bi-monthly filers.
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