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Income/Franchise: 
South Dakota Supreme Court Says Bank Miscalculated Federal Income Tax 
Deduction Under Franchise Tax 
 
Case No. 29338, S.D. (10/5/22). Rejecting a bank’s method of calculating its federal income tax deduction from 
net income subject to South Dakota’s bank franchise tax for the 2010 through 2012 tax years at issue, the 
South Dakota Supreme Court affirmed that the bank may not claim a deduction that was higher than its 
consolidated group’s actual federal tax payments because under applicable state law, “taxes imposed” for 
purposes of the deduction means the net amount of federal taxes paid or an accrual-method taxpayer’s tax 
liability and therefore the deduction must be adjusted for any credits that reduced the federal tax owed by the 
bank’s consolidated group. Among its unsuccessful arguments to the contrary, the bank claimed that the 
federal tax credits it claimed were equivalent to the expenditure of cash. Please contact us with any questions. 
URL: https://ujs.sd.gov/uploads/sc/opinions/2933804618fb.pdf 
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document, rendering accounting, business, financial, investment, legal, tax, or other 
professional advice or services. This document is not a substitute for such professional 
advice or services, nor should it be used as a basis for any decision or action that may 
affect your business. Before making any decision or taking any action that may affect 
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responsible for any loss sustained by any person who relies on this document. 
 
About Deloitte 
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global 
network of member firms, and their related entities (collectively, the “Deloitte 
organization”). DTTL (also referred to as “Deloitte Global”) and each of its member firms 
and related entities are legally separate and independent entities, which cannot obligate 
or bind each other in respect of third parties. DTTL and each DTTL member firm and 
related entity is liable only for its own acts and omissions, and not those of each other. 
DTTL does not provide services to clients. Please see www.deloitte.com/about to learn 
more. 

State Tax Matters 
The power of knowing. 
October 14, 2022 

https://ujs.sd.gov/uploads/sc/opinions/2933804618fb.pdf

