
March 15, 2007 
             
The Honorable Dennis Daugaard 
President of the Senate 
State Capitol 
Pierre, SD 57501-5070 

Dear President Daugaard and Members of the Senate: 

I herewith return Senate Bill 183, and I veto the same. The bill is entitled "An Act to exempt 
the production of certain plants and sod from sales and use taxes." 

If enacted, Senate Bill 183 will provide unsupported benefits to a small segment of our 
economy. Further, this exemption will likely lead to future exemptions resulting in the 
erosion of our sales and use tax base. 

There must be some rationale for singling out a commercial enterprise and granting it a tax 
benefit. For example, if an industry is in its infancy and needs a tax benefit to ensure its 
survival, or if it is facing some unfair advantage granted to its competitors, then tax 
exemptions may be justified. Neither situation applies here. The proponents of Senate Bill 
183 claim that an exemption is defensible because the industry is closely related to 
agriculture. That, in and of itself, does not call for an exemption.  

As I see it, the raising and selling of sod is a commercial enterprise and should not be viewed 
as a traditional agricultural pursuit. The same holds true for the raising of ornamental plants. 
Neither activity demands special attention or economical assistance. 

Senate Bill 183 proposes to exempt pesticides, fertilizer and fuel used by plant nurseries and 
greenhouses, as well as anyone who is a commercial grower of fruits and vegetables. Thus, 
this exemption extends to any person who grows produce for sale, which would include sales 
at roadside stands, farmers' markets, or sales by other vendors. The estimated fiscal impact of 
this exemption is $250,000, which is significant. The lost revenue could be put to better use 
financing projects or contributing to property tax reduction, uses that more positively impact 
the citizens of this state.  

If we grant an exemption in this case, where do we draw the line? This industry has not 
demonstrated a compelling need for special treatment. If we allow this exemption, how do we 
say no to any other exemption claims? Our sales and use tax is broadly based. Keeping that 
broad tax base allows us to keep the tax rate low and stable. I will oppose efforts that 
inevitably will result in an increase in the tax rate on everyone. 

In that regard, I respectfully request that you concur with my veto of SB 183. 

 
Respectfully submitted, 

M. Michael Rounds 
Governor 

 


