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SUMMARY

The Supreme Court of South Dakota held that taxpayers' appeal from a Department of Revenue
decision was timely because charging the filing fee to their law firm's clerk-of-court account perfected
the appeal within the statutory deadline. The court further held that payments for production specialist
services were subject to use tax because the program constituted a distinct transaction involving
predominantly the performance of services. The court reversed the circuit court's ruling, while two
justices dissented on the taxability issue.
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QUESTIONS PRESENTED

1. Whether the taxpayers perfected their administrative appeals within the statutory thirty-day period by
charging the filing fee to their law firm's account with the clerk.

2. Whether payments for production specialist services constituted taxable services subject to use tax under
SDCL 10-46-2.1.

3. Whether the Secretary of Revenue acted arbitrarily by rejecting the hearing examiner's findings without
sufficiently detailed written reasons or a clearly erroneous analysis.

HOLDINGS

1. Charging the filing fee to a law firm's account maintained with the clerk at the time the notice of appeal
was filed was equivalent to depositing the fee and perfected the appeal within the statutory thirty-day
period.

2. The payments for production specialist services were taxable services and were properly subject to use
tax under SDCL 10-46-2.1.

3. The Secretary's decision was not rendered arbitrary merely because the written rejection of the hearing
examiner's findings was brief or lacked an express clearly erroneous analysis; the Secretary's findings
and conclusions permitted meaningful appellate review, and the taxability question was one of law.

KEY QUOTATIONS

“We conclude that the production specialist program involves "predominantly the performance of a service as
distinguished from selling property."” (172)

“In an administrative appeal, we review the Department's decision the same as the circuit court, unaided by
any presumption that the court was correct.” (173)

“A charge to a firm's account at the time of filing is equivalent to depositing a fee.” (171)

FACTUAL BACKGROUND

Watertown Cooperative Elevator Association and Farmers Union Oil Co. sold agronomy products, while
distributors separately contracted to provide crop or livestock production specialists. The taxpayers reimbursed
the distributors for the specialists' salaries and expenses. The specialists spent approximately eighty percent of
their time contacting farmers and ranchers, promoting distributor products, taking orders, making



recommendations, and assisting with management programs; customers were not separately charged, and the
taxpayers recovered the program's cost through product margins. The Department assessed use tax on the
payments for the specialists.

PROCEDURAL HISTORY

The Department of Revenue audited both taxpayers and assessed use tax on fees paid to distributors for
production specialist services. After an administrative hearing, the hearing examiner ruled for the taxpayers, but
the Secretary of Revenue rejected the proposed findings and issued his own decision. The circuit court denied
the Department's motion to dismiss for untimeliness, then ruled that the Secretary acted arbitrarily and that the
services were exempt. The Department appealed.

DISPOSITION

reversed
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