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SUBJECT 

Federal Tax Reform Bill Update 

 

CONTROLLING STATUTE, RULE, OR POLICY 

None 
 

BACKGROUND / DISCUSSION 

The Board of Regents received information at the December 2017 meeting on tax reform 

proposals under consideration by the US Congress and their potential impact on South 

Dakota public universities. The information the Board received included an informational 

item as well as an addendum. In response to these items, the executive director, Board 

president, and the six university presidents sent a joint letter expressing their concerns to 

the South Dakota congressional delegation.  

 

The attached document presents the five concerns stated in the letter to the congressional 

delegation and the result in the final law. 

 

IMPACT AND RECOMMENDATION 

The final tax reform bill adopted two of the five provisions for which the Board and 

presidents expressed concern. First, the Regental system may no longer utilize Advance 

Refunding Bonds to refinance debt at lower interest rates. Second, the increase to the 

standard deduction reduces incentives to itemize charitable deductions, thereby reducing 

the tax benefit for contributions to public universities. The latter issue could potentially 

result in a decrease in private donations. 

 

ATTACHMENTS 

Attachment I – Federal Tax Reform Bill Update 

 

 

https://www.sdbor.edu/the-board/agendaitems/2014AgendaItems/2017%20Agenda%20Items/December17/8_F_BOR1217.pdf
https://www.sdbor.edu/the-board/agendaitems/2014AgendaItems/2017%20Agenda%20Items/December17/8_F_BOR1217.pdf
https://www.sdbor.edu/the-board/agendaitems/2014AgendaItems/2017%20Agenda%20Items/December17/8_F_ADDENDUM_BOR1217.pdf


ATTACHMENT I     2 

 

 

 

FEDERAL TAX REFORM BILL UPDATE 

 

1. Graduate Student Tuition Waivers: The House version of the bill adds a tax on tuition waivers for 

graduate student research and teaching assistants. Using South Dakota State University as an example, the 

average graduate assistantship pays a student $14,496, which does not leave much income for a potential 

doubling of their tax liability. In addition, South Dakota already faces a disadvantage in recruiting top tier 

talent to graduate programs by not offering a health insurance plan. Increasing the tax burden on these 

students will make graduate education less affordable for many students, thereby reducing the number and 

quality of applicants. This proposal jeopardizes the research mission of South Dakota’s universities as well 

as the economic development generated by this research. 

NOT IN FINAL BILL; GRADUATE STUDENTS DO NO HAVE TO COUNT TUITION WAIVERS 

AS INCOME FOR TAX PURPOSES. 

 

2. Student Loan Interest Deduction: A student loan borrower may currently deduct up to $2,500 in 

student loan interest. The House version of the bill eliminates this deduction. In South Dakota, the average 

student loan debt for a recent public university graduate is $26,904, among the highest burdens in the nation. 

Simultaneously, South Dakota currently has one of the lowest default rates. Eliminating this deduction 

increases the financial burden on borrowers and reduces borrowers’ ability to make required payments. 

NOT IN FINAL BILL; STUDENT LOAN BORROWERS MAY CONTINUE TO DEDUCT 

STUDENT LOAN INTEREST UP TO $2,500 FROM THEIR FEDERAL TAXES. 

 

3. Reduction of Education Tax Benefits for Students and Families: The House and Senate bills have 

provisions that, depending on the version, eliminate the Lifetime Learning tax credit, reduce the value of 

the American Opportunity credit, and eliminate deductions for college-age dependents. Historically, these 

provisions have significantly increased access to college for low- and middle-income students. In South 

Dakota, these students already pick up a disproportionate share of their educational costs due to the state 

ranking 49th in terms of need based scholarship funding. Eliminating these provisions potentially makes 

college education less accessible to students from low- and middle-income families. 

NOT IN FINAL BILL; THE FINAL BILL PRESERVED THE AMERICAN OPPORTUNITY 

CREDIT AND LIFETIME LEARNING CREDITS.  

 

4. Elimination of Low Cost Bonding Options:  Both the House and Senate bills contain provisions making 

bonding more expensive for South Dakota’s public universities. Unlike most other states, the legislature 

does not fund the building of campus structures. Eliminating bonding provisions that assist in financing 

building projects and/or refinancing existing bonds to generate savings harms universities’ ability to serve 

students in a cost effective manner. Students will bear an increasing portion of building costs, thereby 

adding to their growing financial burden. 

IN FINAL BILL; THE FINAL BILL ELIMINATES ADVANCE REFUNDING BONDS THAT 

ALLOW INSTITUTIONS TO REFINANCE OUTSTANDING DEBT AT LOWER INTEREST 

RATES. 

 

5. Reduced Incentives for Charitable Contributions: Both the House and Senate bills contain provisions 

reducing tax incentives for charitable contributions, including those to colleges and universities. Reducing 

the number of taxpayers who itemize deductions decreases charitable contributions to nonprofits of all 

types. In South Dakota, our institutions’ foundations are dependent upon charitable contributions and they 

provide more scholarship funding annually than state tax dollars. 

IN FINAL BILL; THE FINAL BILL RAISES THE STANDARD REDUCTION, THEREBY 

REDUCING THE TAX BENEFIT FOR ITEMIZING CHARITABLE DEDUCTIONS. 


