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"

A Message From
Secretary Terwilliger

Fiscal Year 2019 was my first with the
Department of Revenue, as I was
humbled to join the team in January. I
was appointed as Secretary of Revenue
by Governor Noem after serving for more
than 12 years at the South Dakota Bureau
of Finance and Management as State
Economist and most recently as Deputy
Commissioner.

"

To the Honorable Governor Noem, the South Dakota Legislature, and my fellow South Dakotans,
I am pleased to report another successful year for the Department of Revenue, thanks in large part to our dedicated staff and partnerships throughout the state.
Fiscal Year 2019 was my first with the Department of Revenue, as I was humbled to join the team in January. I was appointed as Secretary of Revenue by
Governor Noem after serving for more than 12 years at the South Dakota Bureau of Finance and Management as State Economist and most recently as Deputy
Commissioner.
Our team hit the ground running for another busy year, which included a special legislative session. The special legislative session resulted in amendments to
our remote seller law and a marketplace provider bill that were both were implemented during Fiscal Year 2019. Each of these laws were the culmination of the
efforts of many of our stakeholders, and we cannot express enough gratitude towards them for their part in a smooth implementation. As the economy
continues to evolve, these laws will provide a level playing field for main street businesses throughout the nation.
Speaking of evolving technology, the Department of Revenue now has a new look. We recently launched a new website, which we hope enhances our customer
service. The goal of the new website is to provide all of our customers and partners with a responsive resource that will quickly get them to the information that
is most important to them. We used feedback from individuals, businesses, and local governments to build the website, and we thank all who assisted us in this
effort.
As we look forward to another successful year, I hope you enjoy our Fiscal Year 2019 Annual Report!
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Visit
Our New
Website!

In order to better serve our customers, the Department of
Revenue's website has a new look!
During the last two years, our team has partnered with local governments,
business owners, and South Dakota citizens to understand how we can
provide a positive experience and be more accessible in all that we do.
Our new website is the result of all those conversations and research.

New Features
Robust Search Function - Type in
keywords and we’ll provide the content
you need in real time.
Mobile-Friendly Design - Take us on the
go, just like you’ve always wanted.
Streamlined Menus- Whether you're an
individual, business owner, or
government partner, you will quickly find
the information that applies to you.
Electronic Forms - Submit many of our
applications and forms with the
click of a mouse.

South Dakota Department of Revenue 2019 Annual Report
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Meet our
Leadership

Deputy Secretary
David Wiest

We provide professional
Administration
services to the department: Toni Richardson
- Budget, finance, and
procurement
- Technology support
- Social media and
public information
requests
- Education, both internal
and external
- Continuous improvement
- Strategic planning
- Project management

Chief Legal Counsel
Michael Houdyshell
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We provide:
- Routine legal counsel to the
department
- Investigative Services Bureau
- Legal representation regarding:
- Audits
- Jeopardy assessments
- Relief agency requests
- Motor vehicle issues
- Alcohol license issues
- Tax license revocations
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Secretary
Jim Terwilliger

Audit
Rachel Williams
We audit the following tax types:
- Sales and Use
- Municipal Sales and Use
- Contractor's Excise
- Motor Fuel
- Mineral Severance
- Bank Franchise
- Tourism
We identify and resolve errors
made in tax reporting.
We are comprised of five
commissioners responsible for
Commission on Gaming regulating the gaming industry
in:
Susan Christian
- City of Deadwood
- Pari-mutuel horse racing
- Pari-mutuel wagering
We administer Indian gaming
compacts.

Property Tax
Lesley Coyle

In Property Tax, we:
- Provide oversight of county property
tax systems
- Assist local governments by providing
training and certification to directors
of equalization
- Administer the Telephone Gross
Receipts Tax and alternative tax for
commercial wind farms and rural
electric tax

Lottery
Norm Lingle
We market:
- Instant Tickets
- Lotto Games
We regulate:
- Video Lottery
The Lottery Commission:
- Establishes policy
- Reviews and approves major
contracts and procurements
- Consults on management and
operation issues

Business Tax
Doug Schinkel

We administer the following taxes
through licensing, education, compliance,
license reviews, and collection of
delinquent taxes on licensed and
unlicensed businesses:
- Sales and Use
- Municipal Sales and Use
- Contractor's Excise
- Tourism
- Tobacco
- Alcohol
- Bank Franchise
- Severance
- 911 Surcharge
We provide support to the tribal tax
collection agreements.

Motor Vehicles
Rosa Yaeger

We Collect:
- Motor Vehicle Excise Tax
- Vehicle Registration Fees
- Motor Fuel Tax
- Special Fuel Tax
We administer:
- International Registration Plan (IRP)
- Unified Carrier Registrations (UCR)
- Commercial and Non-Commercial Motor
Vehicle Licensing, Titling, and Registration
- International Fuel Tax Agreement (IFTA)
We regulate:
- Licensed Motor Vehicle Dealers
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Strategic
Plan

Fiscal Year 2019 marked the second year of the department's strategic plan,
Revenue 2020. All levels of DOR staff collaborated to develop the department's
initiatives and measurements. This year's goals focus on engaging our team and
using data to better serve our customers.
Vision: To create an open and collaborative environment that provides
professional customer service, contributes to a favorable economic climate, and is
accountable to the citizens of South Dakota.

Engaging and Developing Our Team
Develop Criteria for Employees to Work Alternative Work Schedules
Measurement: Development of Alternative Work Schedule Policy
Increase Employee Training Opportunities
Build Individualized Training Plans for Employees
Encourage Learning Management System Usage
Create Department of Revenue Specific Training Opportunities
Expand Supervisor Training
Measurements: Increase the Number of Customized Training Options
Increase Usage of Learning Management System

Leveraging Information through Data Analytics to Support Decision Making
Development of Data Standards
Measurement: Data Standards are Set for All DOR Systems
Getting Access to Department Data
Identify All DOR Data Sources
Access Raw Data for Analytical Purposes
Increase Number of Licensed Microsoft Power BI Users
Measurements: DOR Employees Have Access to Data Electronically for Analytical Purposes
Reduce the Number of Specialized Programming Hours
Provide Training Opportunities for Data Analytics
Train Users in Technology and Analytics
Measurement: Increase the Number of Employees Who Utilize Analytics
6
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Our Staff

Nationwide Impact

DOR HAS A STAFF
DEDICATED TO PUBLIC
SERVICE AND ASSISTING
OUR PARTNERS WITH ALL
OF THEIR NEEDS.

244 LOYAL
EMPLOYEES

2,736 YEARS OF
PUBLIC SERVICE

The Department of Revenue's staff features a number of valued employees whose
impact extends far beyond South Dakota. Below are a few of those employees and
the organization in which they play a role.
Alison Jares, Streamlined Sales Tax Project
Kelsey Johnson, Streamlined Sales Tax Project
Chris Keil, IFTA Clearinghouse Advisory Committee
Allysen Kerr, Multistate Tax Commission
Sandy O'Day, American Association of Motor Vehicle Administrators
Norm Lingle, Multi State Lottery Association
Kathy Smith, Multistate Tax Commission
Monica Weischedel, American Association of Motor Vehicle Administrators
Marshall Milli, American Association of Motor Vehicle Administrators
Rachel Williams, Streamlined Sales Tax Project
Rob Sheffield, International Registration Plan Audit Committee
Russ Hanson, International Association of Assessing Officers
Todd Bailey, International Association of Assessing Officers
Wendy Semmler, International Association of Assessing Officers
Sally Staufer, Federation of Tax Administrators
Lori Colberg, Federation of Tax Administrators

United States

Giving Back
Our staff's passion for assisting others extends well beyond the tax world! Throughout the
year, staff took part in many fundraising efforts.
Some of the organizations we've assisted include:
Sioux Falls Ronald McDonald House
United Way
Feeding South Dakota
Tough Enough to Wear Pink
United Blood Services
River City Domestic Violence Center
PAWS Animal Rescue
Toys For Tots
Twin City Humane Society
Deadwood Rec Center
South Dakota Department of Revenue 2019 Annual Report

7

The three figures in each state are, top to bottom:
Sales tax rate,
Gasoline tax per gallon,
Cigarette tax per package.
The gradient represents each state's tax burden per capita -- the
darker the color, the higher the burden. Local tax rates are not
included unless mandatory. Data is provided by the Federation of Tax
Administrators and as shown on individual government websites.

50-State Comparison
WA
6.50%
$0.49
$3.03
OR
0.00%
$0.34
$1.33

ID
6.00%
$0.32
$0.57

NV
6.85%
$0.23
$1.80
CA
7.25%
$0.42
$2.87

MT
0.00%
$0.31
$1.70

ND
5.00%
$0.23
$0.44

UT
5.95%
$0.30
$1.70

AZ
5.60%
$0.18
$2.00

CO
2.90%
$0.22
$0.84

KS
6.50%
$0.24
$1.29
OK
4.50%
$0.19
$2.03

NM
5.13%
$0.17
$1.66

HI
4.00%
$0.16
$3.20
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WI
5.00%
$0.31
$2.52

IA
6.00%
$031
$1.36

NE
5.50%
$0.30
$0.64

TX
6.25%
$0.20
$1.41
AK
0.00%
$0.08
$2.00

MN
6.88%
$0.29
$3.04

SD
4.50%
$0.28
$1.53

WY
4.00%
$0.23
$0.60

VT
6.00%
$0.12
$3.08

MO
4.23%
$0.17
$0.17
AR
6.50%
$0.22
$1.15
LA
4.45%
$0.20
$1.08

IN
7.00%
$0.29
$1.00

OH
5.75%
$0.28
$1.60

KY
6.00%
$0.25 $1.10
TN
7.00% $0.25 $0.62

MS
7.00%
$0.18
$0.68

AL
4.00%
$0.18
$0.68

ME
5.50%
$0.30
$2.00
MA
6.25%
$0.24
$3.51

NY
4.00%
$0.08
$4.35

MI
6.00%
$0.26
$2.00

IL
6.25%
$0.19
$1.98

NH
0.00%
$0.22
$1.78

GA
4.00%
$0.28
$0.37

PA
6.00%
$0.58
$2.60
WV
6.00%
$0.21
$1.20

CT
6.35%
$0.25
$4.35

NJ
6.63%
$0.11
$2.70

VA
5.30%
$0.16
$0.30

SC
6.00%
$0.20
$0.57

FL
6.00%
$0.18
$1.34

RI
7.00%
$0.33
$4.25

NC
4.75%
$0.36
$0.45

DE
0.00%
$0.23
$2.10
MD
6.00%
$0.35
$2.00

D.C.
6.00%
$0.24
$4.50

Total Tax Burden

Comparing the Region

Top-10 Highest
Gasoline Tax Rates

At just $2,174, South Dakota had
the seventh lowest per capita state
tax burden in 2018, according to the
latest figures available from the U.S.
Bureau of the Census and Bureau of
Economic Analysis. The statistics
listed on the left are per capita state
tax burdens for all 50 states and the
District of Columbia, beginning with
the highest.

1
2
3
4
5
6
7
8
9
10

Top-10 Highest
Cigarette Tax Rates
1
1
3
4
5
6
7
8
9
10

New York
Connecticut
Rhode Island
Massachusetts
Hawaii
Vermont
Minnesota
Washington
California
New Jersey

$4.350
$4.350
$4.250
$3.510
$3.200
$3.080
$3.040
$3.025
$2.870
$2.700

Pennsylvania
Washington
California
North Carolina
Maryland
Oregon
Rhode Island
Idaho
Montana
Wisconsin

$0.576
$0.494
$0.417
$0.362
$0.353
$0.340
$0.330
$0.320
$0.315
$0.309

Top-10 Highest
Sales Tax Rates
1
2
2
2
2
6
7
8
9
9
9

California
Indiana
Mississippi
Rhode Island
Tennessee
Minnesota
Nevada
New Jersey
Arkansas
Kansas
Washington

7.250%
7.000%
7.000%
7.000%
7.000%
6.875%
6.850%
6.625%
6.500%
6.500%
6.500%
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Remote Seller and Marketplace Provider Taxation
Fiscal Year 2019 was another important one in terms of remote seller taxation. The year featured a special legislative session, which resulted in laws that enabled the State of South
Dakota to collect applicable sales tax from remote sellers and marketplace providers. Amendments to the remote seller law went into effect November 1, 2018, while the
marketplace provider law went into effect March 1, 2019.
While these are both important steps in maintaining tax fairness for all retailers throughout the state, the Department of Revenue is taking steps to ensure the laws are
administered equally for all parties. Please see below for some of these steps, as well as tax collection figures.

Education

Leading up to the implementation
dates of each law, the DOR focused
its efforts on educating both out-ofstate and in-state businesses on how
the laws affect them.

Implementation

DOR partnered with businesses
throughout the nation to not only
license them, but also collect
applicable taxes.

State Sales Tax Reported
by Remote Sellers

Enforcement

While hundreds of businesses throughout
the nation are licensed and paying tax,
some are not. The department is
continuously doing research to identify
businesses that meet our thresholds.

Municipal Sales Tax Reported
by Remote Sellers

* December of Fiscal Year 2019 was the first month in which the Department of Revenue processed returns since the implementation of Special Session SB1 (Remote Sellers)
** April of of Fiscal Year 2019 was the first month in which the Department of Revenue processed returns since the implementation of Special Session SB2 (Marketplace Providers)
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TAX REVENUE SUMMARY
The Department of Revenue is the principal tax collection agency for the State of South Dakota and collects a number of different state taxes. These taxes are
grouped into four main categories: sales, use, and contractor's excise taxes; motor fuel taxes; motor vehicle fees and taxes; and special taxes. Once collected,
these tax revenues are distributed to three primary locations: the state general fund, local units of government, and the state highway fund.

Fiscal Year 2019
state tax revenue totaled

$2,154,133,929
Up 3.9%
from FY18

$2.2
$2.1
$2.0
$1.9
$1.8
$1.7
FY15

FY16

FY17

FY18

FY19

Of the total tax revenue collected in Fiscal Year 2019, 72.0% came from sales, use, and contractor's excise taxes. Motor fuel taxes accounted for 9.9%,
motor vehicle taxes 9.4%, special taxes 6.0%, and special funds 2.8%.
The table below shows a five-year comparison of revenues collected in each category.

* Other Taxes and Fees include: Tourism Tax, 911 Emergency Surcharge, Water/Environment Fund, Intermediate Care Facility Tax, Motor Vehicle Leasing Fund, Telecom,
and Reinvestment
Payment/Building SD Fund.
** Includes Tank Inspection Fees
*** Includes Unified Carrier Registration Fee
**** Cigarette Tax, Other Tobacco Products Tax, Cigarette License Fee, Liquor License Fee, Malt Beverage License Fee, Alcoholic Beverage Brand Registration Fee, Alcohol Beverage Excise
Tax, Alcoholic Beverage 2% Purchase Price Tax, Underage Penalty Fees, Bank Franchise Tax, Precious Metal Tax, Energy Mineral Tax, Coin Laundry License Fees, Amusement Device Fees,
Bingo License Fees, and Bingo Tax
South Dakota Department of Revenue 2019 Annual Report
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Business Tax

Revenues

* 2018's House Bill 1044 eliminated the Building SD Fund revenues.
12
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Where the Money Went

(1) The first $30 million collected annually is deposited in the state general fund. The next $5 million goes into the tobacco prevention and reduction trust fund. The remaining
revenue in excess of $35 million is deposited into the state general fund.
(2) An exception exists regarding credit card banks. 95% of the revenue derived from the tax is deposited into the state general fund, while 5% goes to the
county where the bank is located. If there is no physical presence in South Dakota, then 100% is deposited into the state general fund.
(3) Revenues from mining companies licensed after January 1, 1981 are split as follows: 80% to the state, 20% to the county of production (subject to a $1 million per county cap).
(4) 100% of the tax collected is placed in the environment and natural resources fee fund.
(5) Revenue from devices located outside of municipalities is deposited into the state general fund. If the amusement device is located within a municipality, then the revenues are
remitted to the municipality.
South Dakota Department of Revenue 2019 Annual Report
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Municipalities
While cities set their own sales and use tax rates, the department is responsible for collecting the
taxes.
Those revenues are then distributed to the taxing units based on the amount collected for each city
(shown in Appendix A of this report). These municipal sales and use tax revenues do not necessarily
indicate the level of economic activity in these areas since municipalities vary in their tax rates and the
size of their tax bases.
In Fiscal Year 2019, 251 municipalities imposed municipal sales and use taxes. The maximum local tax
rate that can be levied in South Dakota is 2%, unless a city meets the provisions of SDCL 10-52-2.4.
Cities may also impose a 1% municipal gross receipts tax (MGRT) which is levied in addition to the
municipal sales tax. The municipal gross receipts tax can be imposed on alcoholic beverages, eating
establishments, lodging accommodations, ticket sales and admissions to places of amusement, and
athletic and cultural events.

Fiscal Year 2019 Changes
Interior increased its 1.9% general sales
and use tax to 2%.
Trent and Rosholt increased their 1%
general sales and use tax to 2%.
Hermosa and Interior imposed a
1% MGRT.
Roslyn increased its 2% general sales
and use tax to 3%.

Special Jurisdictions
The State of South Dakota and five Indian tribes have entered into comprehensive tax collection agreements that include state and tribal sales, use, tourism,
and contractor's excise tax. The state and two Indian tribes have entered into limited tax collection agreements that cover use and contractor's excise tax at
certain locations. On the Indian country areas that are covered by a tax collection agreement, the state and the tribe each have the ability to tax certain
individuals and certain transactions. All businesses in the Indian country areas are responsible for remitting tax. The tax remitted is then distributed between
the state and the tribe based on each tribe's separate tax collection agreement.

14
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Special Events
Revenue agents license vendors to collect state sales, municipal, and tourism taxes at various special events across the state throughout the year.
The table below compares taxes collected at South Dakota's largest special events during Fiscal Year 2019 to the previous year.

* Total Tax includes state, municipal, municipal gross receipts, and tourism taxes
** The Sturgis Motorcycle Rally includes Meade, Lawrence, Butte, Pennington, Custer, and Fall River Counties, as well as the cities within those counties.

DOR On The Go
The DOR staff could be at a city near you!
Each year, staff from many of our divisions attend special events throughout the state.
Whether we are ensuring tax compliance from temporary vendors, answering property tax
questions on site, or providing "Good Fun" through the South Dakota Lottery, we take
pride in hitting the road to serve South Dakotans.
We also host a temporary office in Huron twice a month to aid our customers!

South Dakota Department of Revenue 2019 Annual Report

15
15

Audit

The Audit Division is responsible for selecting and performing audits on behalf of the Department of Revenue. The
primary purpose of an audit is to verify the gross receipts, deductions, and use tax reported on tax returns, to
ensure required record keeping is in place, and to work with auditees to ensure understanding of the tax laws.

Audits, Assessments, and Revenues*

*Assessments and credits are from the original certificates of assessment.

"(The Auditor) was wonderful
to work with...(They) told us
what we were doing right,
what we could improve on,
and future pitfalls to watch
for when doing business.
[They] made a not so pleasant
process better than
expected."
- Satisfied Customer

In-State vs. Out-of-State Net Sales, Use,
and Contractor's Excise Tax Assessments

"I know that auditors
aren't growing on
trees, but more
frequent audits would
be nice for the sake of
the teaching moments
that come."
- Satisfied Customer

FY2018
FY2019
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FY2019 Audit Metric Distribution by Business Size

The graph below shows the percentage of businesses that fall into five different size categories. This information is compared to how
much of the audit time and net assessments are associated with those same taxpayers.

The Department of Revenue continued its
continous improvement initiative through
a variety of Lean trainings and activities
.

*"Inactive licenses" is made up of businesses that may have been sold or reorganized, out-of-state contractors that may no longer have in-state projects, and other entities that no longer have a
South Dakota tax liability.

Common Errors Found During an Audit
Common Sales Tax Errors

1. Under-reporting of sales tax
due to poor record keeping.
2. Exempting sales to taxable
customers such as churches
and 501(c)(3) entities.
3. Municipal tax and municipal
gross receipts tax (MGRT)
reporting errors.
4. Not having valid exemption
certificates on file.
5. Sales tax charged on
construction services subject to
excise tax.

Common Use Tax Errors

1. Not remitting use tax on goods
and services purchased/used.
2. Not remitting use tax on items
taken from inventory and used
personally or in your business.
3. Not remitting use tax on ownerfurnished materials (OFM).
4. Not remitting use tax on
equipment brought in from out
of state.
5. Use tax paid in error on
purchases of services subject to
excise tax.

Common Motor Fuel
Excise Tax Errors

1. Errors in reporting due to poor record
keeping.
2. Not keeping the nine required items on
trip sheets. (IFTA/IRP)
3. Substituting an invoice or other
document for a bill of lading. (Supplier)
4. Not including non-taxable exports on
returns. (Importer/Exporter/Supplier)
5. Incorrect reporting of product
authorizations – a product authorization
must occur before the rack and bill of
lading must reflect the new supplier.

Common Contractor's Excise
Tax Errors

1. Under-reporting of excise tax due
to poor record keeping.
2. Not remitting excise tax on
owner-furnished materials (OFM).
3. Not reporting excise tax on work
performed for Local, State or
Federal Gov’t agencies.
4. Excise tax charged on
construction services subject to
sales tax.
5. Not including the excise tax
invoiced and collected in
reported gross receipts.

South Dakota Department of Revenue 2019 Annual Report
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Gaming

In Fiscal Year 2019, total gaming action in Deadwood was $1,128,157,357, up 4.01% from the previous year.
At the close of the fiscal year, there were 2,847 licensed gaming devices, 120 retail locations and approximately
1,346 licensed gaming employees.
More details on gaming revenues from Fiscal Year 2019 can be accessed in the Commission on Gaming's Annual
Report, which can be found at https://dor.sd.gov.

Revenues

Did you know?

Gaming revenues paid dividends as the
Commission on Gaming contributed
nearly half of a million dollars to Black
Hills Area municipalities and schools.

Distributions

Municipalities that received funds were:
Central City
Lead
Spearfish
Whitewood

$2,016
$39,812
$148,916
$13,996

School Districts that received funds were:
Belle Fourche
Lead-Deadwood
Spearfish
Meade

18
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$243
$50,870
$144,261
$9,367

Lottery

The lottery revenue generated for state funds during Fiscal Year 2019 was more than $129.4 million. These
revenues came from three sources, which are shown in the chart below.
More details on lottery revenues from Fiscal Year 2019 can be accessed in the Lottery's annual report, which
can be found at http://lottery.sd.gov.

Revenues

Did You
Know?
Since its inception in 1987, the Lottery
has distributed an impressive $2.94
billion to its beneficiaries!

* Video Lottery sales are cash in; prizes are cash out; private share of net machine income is retailer commission.
** One-half of one percent (0.5%) of the state's share is retained by the Lottery for administration.

Where the Money Went

These distributions help fund K-12
schools, state universities, technical
institutes, water systems, and more!

* The SD Lottery annually provides the Department of Social Services with funding for problem gambling services. Funding comes
from the Lottery's 0.5% of net machine income for administration.

South Dakota Department of Revenue 2019 Annual Report
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Instant Tickets

Instant Ticket Sales Have Back-To-Back Record Years

The Lottery launched 29 new instant ticket games during Fiscal
Year 2019. Prices for instant tickets ranged from $1 to $20, and
prizes ranged from $1 to $500,000, as well as merchandise prizes.

Fiscal Year 2018’s instant ticket sales didn’t sit atop the record books
for long, thanks to a history-making Fiscal Year 2019.

At the close of Fiscal Year 2019, there were 629 licensed instant
ticket retailers across the state. Retailers receive a 5%
commission for selling tickets, and a 1% commission for cashing
winning tickets for prizes up to $100 or for selling tickets with
prizes of more than $100.

Like the year before, new tickets were a key component in the new
sales record. Fiscal Year 2019 featured the debut of 29 new tickets,
which helped the Lottery accumulate $32,237,932 in sales. The
success of Fresh Fridays was no accident though, as the Lottery once
again utilized the expertise of players across the state to select these
new tickets.

Fiscal Year 2019 instant ticket sales were up 6.8% from the
previous year and revenues were up 6.1%. Revenue from the sale
of instant tickets is distributed to the General Fund.

The Lottery surveyed players’ perception of certain tickets to gauge
their interest in new play styles, price points, and ticket art. The
perception studies have been pivotal in the consecutive recordsetting years and will continue to be utilized in the future.

Lottery Celebrates First Lucky For Life
Top Prize Winner

Lotto Tickets
South Dakota currently offers five lotto games. Powerball, Mega Millions,
Lotto America, and Lucky For Life are multi-state games. Dakota Cash with EZ
Match is played only in South Dakota.
At the end of Fiscal Year 2019, there were 616 licensed lotto retailers. Lotto
retailers receive a 5% commission for selling tickets, plus varying bonuses for
selling larger winning tickets.
Lotto games reported an overall sales increase of 9.7% and transfers
decreased 0.5% from Fiscal Year 2018.
The General Fund receives 25% in net revenue from lotto tickets. The Capital
Construction Fund receives the other 75%.

20
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Brandi Jo Hanson’s lucky numbers will pay dividends
to the tune of $1,000 a day for the rest of her life.
The 23-year-old Aberdeen resident claimed her lifechanging prize from the South Dakota Lottery after
becoming the state’s first Lucky for Life top prize
winner. Hanson purchased her ticket at Ken’s
SuperFair Foods in Aberdeen prior to the December
31 drawing.
“I feel very blessed. I’m very grateful,” Hanson said.
“It’s life-changing. It’s a little overwhelming. I was
really scared at first, and I didn’t know what to do.
Now, after talking things out with my financial adviser,
we have a plan.”
Hanson’s Lucky for Life win granted her a unique
dilemma. She could either choose the game’s $1,000
a day for life or a one-time payment of $5.7 million.

Video Lottery
Video lottery sales (cash in) increased by 4.4% in Fiscal Year 2019.
The average number of active video lottery machines during Fiscal
Year 2019 was 9,207, and the average number of licensed
establishments was 1,246.
The revenue from video lottery is calculated on net machine
income, which is cash-in (sales) minus cash-out (prizes). Net
machine income is divided between the state and machine
operators on a 50/50 split. One-half of one percent (0.5%) of the
state’s share is retained by the Lottery for administration.
Revenue from video lottery net machine income is distributed to the
General Fund.

New Second Chance Drawings Provide Unique Prizes
South Dakota Lottery players who purchased non-winning
instant tickets didn’t despair as our second chance drawings
provided several exciting opportunities.
The second chance drawings, which are exclusive to the South
Dakota Lottery’s Players Club members, allow players to enter
qualifying non-winning tickets into a drawing. Whether it was a
new truck, a year’s worth of pork, concert tickets and more,
players enjoyed more play styles than ever when it came to
these drawings.
Fort Thompson’s Raquel Moffer was one of FY19’s big second
chance winners as she claimed a brand new Ford F150 through
our Trucks & Bucks promotion.
Moffer was one of the many Players Club members who used
the South Dakota Lottery’s mobile app to take a second chance.
The app allows players to simply scan their tickets to enter
second chance drawings, making them more convenient than
ever.
“Get the mobile app. It’s very helpful, especially with the new
tickets out,” Moffer said. “You can scan the tickets to see if
you’re a winner or not then you have the second chance option
if it’s not. I’ve actually been promoting it quite a bit.”

Video Lottery Sales Reach New Heights
Options for our video lottery players have never been
better, which was proven by a record year in sales.
The state’s share of Net Machine Income totaled $115.1
million, breaking the previous record that was set in Fiscal
Year 2008. The record year was due in large part to the
continued use of line game terminals, which continue to
show positive trends.
At the conclusion of Fiscal Year 2019, the growth in video
lottery line games continued to grow with 4,058 machines
throughout the state. The state also featured 4,888 legacy
terminals at the end of the year.
While the line games were at a slight disadvantage in
quantity, their quality proved to be the preference of our
players. At the conclusion of Fiscal Year 2019, the line
games not only averaged more Net Machine Income per
day, but they also provided more cash in and total Net
Machine Income.

Coming Soon! New Lotto System
Throughout Fiscal Year 2019, the Lottery completed a Request
For Proposal (RFP) in search of a new lotto system that will
benefit retailers and players throughout the state.
After receiving pitches from multiple potential suitors, the
Lottery entered into a contract with International Gaming
Technology (IGT). The two parties celebrated a November
2019 conversion date, which was proceeded by rolling out
elements of it to retailers at the conclusion of FY19.
New features include the new Retailer Pro terminal, a new
retailer website, and communications tools to improve data
analytics and decision-making processes.
Now that the conversion is completed, retailers and players
can expect new features, such as the ability to scan lotto
tickets in the Lottery’s mobile app, that will enhance their
lotto experience.
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Motor Vehicle

The Department of Revenue's Motor Vehicle Division collects motor vehicle excise tax, vehicle
registration fees, motor fuel tax, and special fuel tax. The division also regulates licensed motor
vehicle dealers.
The Motor Vehicle Division administers the International Registration Plan (IRP), Unified Carrier
Registrations (UCR), the International Fuel Tax Agreement (IFTA), and commercial and noncommercial motor vehicle licensing, titling, and registration.

Revenue Sources

Distributions

(1) 1.75% is deposited to the State Motor Vehicle Fund, and 2.5% goes to the License Plate Special Revenue Fund.
(2) 90% goes to Game, Fish, and Parks and 10% to State Motor Vehicle Fund.
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Registration and Title Revenues
Motor Vehicle Excise Tax of 4% is collected on sales of motor vehicles that operate on South Dakota’s roads and
highways. Vehicles used on public roadways or waterways must also be licensed and registered each year. Registration
is confirmed by the issuance of a license plate/decal.

*State Motor Vehicle Fund, License Plate Special Revenue Fund

Title Processing

Number of Titles Issued

400,000

Our motor vehicle division strives to issue motor
vehicle titles in an efficient and reliable
manner. During Fiscal Year 2019, 380,898 motor
vehicle titles were issued!

350,000

FY17

FY18

FY19
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Renew On The Go!
In Fiscal Year 2019, more than
97,000 vehicle registrations were
renewed through our self-service
terminals (SST).
All you need is a credit card or
check and a South Dakota ID to
have your registration card and
stickers printed in minutes!
See the map for all of our
locations. For more information,
visit https://sddmvnowkiosk.com/

Did you know?

Go online with
MySDCars!
South Dakotans have no shortage of options when it
comes to which license plates their vehicles feature.
The Department of Revenue offers a wide array of
specialty license plates, many of which can be
ordered online by logging on to
http://Mysdcars.sd.gov.
This website can also be used to renew your vehicle
registrations from the comfort of your own home!
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There are currently 142 diﬀerent
South Dakota license plates.

Motor Fuel Tax
Many fuel types, including gasoline, diesel, ethyl alcohol, methyl alcohol, aviation fuel, jet fuel, and liquid petroleum gas (LPG), fall into the fuel tax category.
In Fiscal Year 2019, total fuel tax revenues amounted to $212,209,837. The chart below compares South Dakota’s fuel tax revenues for the past five years.
Each fuel type is taxed at a different rate as per South Dakota law.

Motor Fuel Revenues

$220,000,000
$210,000,000
$200,000,000
$190,000,000
$180,000,000
$170,000,000
$160,000,000
FY15

FY16

FY17

FY18

FY19

2015's Senate Bill 1 went into effect April 1, 2015. The bill featured increases in motor vehicle excise tax, licensing and registration
fees for non-commercial vehicles, and the motor fuel excise tax.

Did you know?
In most cases, motor fuel tax is collected at the rack (the pipeline
terminal)—which means the supplier remits the tax to the state
prior to the customer’s purchase.

By the Numbers
South Dakota has 16 different
motor fuel license types and a total
of 3,144 licensees.

Your price at the pump includes Federal and State taxes.
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In 2019, South Dakota property owners paid more than $1 billion to fund local governments
and provide K-12 education for the state’s children. The state does not collect or spend any
property tax money. Each county administers its own property tax system. The department's
primary role is to assist local governments in making property valuations that are fair and in
compliance with the law. The following tables show the portion of the total taxes paid by each
classification of property, and where the money collected is spent.

Property Tax

Who Paid
Property Tax Contribution

2019 Tax Contribution Breakdown

Owner Occupied

39%

Commercial

29%

Agricultural

27%

Utilities

3%

Special Assessments

2%

*Agricultural value
includes NA-Z Value
for Pay 2006-2010

Tax Distribution Comparison
2009

2019
Schools

56%

Schools

56%

County

27%

County

27%

Municipalities

13%

Municipalities

13%

Townships

2%

Townships

2%

Special Assessments

2%

Special Assessments

2%

For specific dollar amounts for contributions and distributions, please see Appendix C
26

South Dakota Department of Revenue 2019 Annual Report

Taxable Valuations by Category: 2009-2019
Valuation Trend by Property Type

Valuation Total in Ag vs. Non-Ag Properties

*Agricultural
value includes
NA-Z Value for
Pay 2006-2010

See Appendix B for taxable valuations by county
Tax Increment Financing
Tax Increment Financing (TIF) is a tool primarily used to redevelop areas or grow a local economy by offsetting the cost of public infrastructure improvements.
TIFs can be useful in attracting private investments and businesses, which can translate into more jobs and a growing tax base. TIFs have four classifications,
which are shown below along with the number of active TIFs throughout the state.
For more information on TIFs, including our TIF Annual Report, visit https://dor.sd.gov/TIFs.aspx

Industrial (16 Active)
This classification includes an area
where activities are recognized as
industrial by zoning authorities.
Included is any factory or business
whose primary function is the
manufacturing or assembly of
goods, the processing of raw
materials, and the wholesale of
products for resale.

Economic Development
(121 Active)
This includes any area where
there is or will be one or more
businesses engaged in an
activity defined as commercial or
industrial by the governing body
that has zoning authority over
the land contained within a TIF
district.

Local (44 Active)
This is the default
classification.
Unless the TIF district
meets the definition of an
Industrial, Affordable
Housing, or Economic TIF
District, it is a Local TIF
district.

Affordable Housing (3 Active)
This includes an area where the original
selling price of all houses will be
below the first-time home buyer
purchase price limit as of the date the
house is sold; OR
The monthly rental rate of all
multifamily housing units in the district
will be at or below the calculated rent
for the state's 80% area median income
as of the date the district is created, for
a minimum of five years following the
date of first occupancy.
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Limits on Property Taxes

The South Dakota Legislature has enacted two independent systems that limit the growth of property taxes. The first is the state aid to education payments
system. These payments effectively replace property taxes for schools that would otherwise be paid by property owners. The second system is the caps
placed on the property taxes collected by all levels of local government. These caps limit the local governments’ property tax collections to the amount they
collected the previous year, plus small increases for inflation and new construction.

State Aid to Education Payments
Agricultural and owner-occupied property owners benefit from the funding for education provided by the state. The state provides extra revenue for K-12
education that would otherwise have to be paid by these property owners. The benefit is provided to the taxpayer through a tax rate reduction for the school
general fund levy. The school general fund levy rates for taxes payable in 2020 are set statewide as follows:
Ag $1.473/$1,000 of value
Owner-Occupied $3.296/$1,000 of value
Other $6.821/$1,000 of value

Property Tax Caps
State law limits the amount of property taxes that local governments (counties, cities, townships, fire districts, etc.) can collect from their property owners.
Market increases in the value of the property within the taxing district automatically decrease the property tax rates upon that property to ensure that the
caps are not exceeded. Local governments are limited to the amount of property taxes they collected last year, plus an increase for inflation based upon the
consumer price index (but not more than 3%) and for new construction within the taxing jurisdiction.

Combined Effect of Tax Caps and State Aid Payments
Historically, property taxes had increased at a rate of about 6% per year since 1947. Property tax caps and state aid to education payments have
significantly slowed this increase. If the historical rate of property tax growth had continued through the 1990’s and 2000's, current property owners would
be paying over $2.1 billion in property taxes per year. Instead, property owners are paying just over $1.3 billion of property taxes per year. These programs
were implemented in 1997.
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Education

The Department of Revenue strives to educate our customers as well as work
with our partners to ensure the best service possible for our customers. Our
education program is an important aspect in achieving this goal. The
department hosted a wide-range of seminars during Fiscal Year 2019, and we
will continue to expand our educational lineup in the coming years.
The department offers general seminars, on-site instructional presentations,
online tutorials, and webinars.

Our Seminars
Cover:
Sales and Use Tax
Contractor's Excise Tax
Bookkeeping
Property Tax
Gaming Tax
Motor Vehicle Excise Tax
Agriculture Business
Home/Vacation Rentals
Alcohol Tax

Online
Publications
Do you have an industry-specific question?
If so, our Tax Facts library may help! Our
Tax Facts include a wide-range of topics,
including everything from Advertising to
Veterinarians!
Browse our library by visiting our website!

All of our seminars are
free of charge.

Want to request
a presentation?
Visit our
website,
dor.sd.gov, then
click on the
Online Services
button.
New Ways
to Learn

In Fiscal Year 2019, the Department of
Revenue debuted a new way to provide
education!
With the implementation of a Learning
Management System, we can now provide a
greater variety of training to our employees
and partners such as county officials.
The Learning Management System currently
has more than 500 courses!

Fiscal Year 2019 By The Numbers

88

14

73

1,005

Tax Fact
Publications

Events hosted by
outside agencies

Total Seminars

Customers received
training during Fiscal Year
2019.
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Lean is a process improvement approach and a
collection of principles and tools used to
eliminate wasteful activities that do not add
value to anyone.

Lean

The Department of Revenue carried on this
continuous improvement initiative through a
variety of Lean trainings and activities.

Why Lean?
1. It promotes incremental changes over time.
2. It can dramatically improve the performance and
effectiveness of processes.
3. It increases transparency to internal and external
stakeholders.
4. It actively engages all employees.
5. It helps allocate more staff time to “mission
critical” work.
6. It uses metrics and visual controls to provide
rapid feedback to improve decision making and
problem-solving.

Most commonly used
Lean Tools
Kaizen (to break to better) Event
SIPOC Diagram
Flow Chart / Process Map
Lean Project Charter
TIM U WOOD
5S
Poka Yoke
PICK Chart
Plan-Do-Check-Act

17 Process
Improvement
Events

6
DOR Created
Courses

145
Projects
Completed

30

191
Participants
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Lean Success
During Fiscal Year 2019, the Motor Vehicle Division
conducted a Lean event in order to improve its title
issuance process.
The goal of the event was to streamline title processing in
order to decrease the duration of the process. This would
not only improve customer service, but also decrease
phone calls and mailings to aid staff efficiencies.
The before and after results of the event include:

Calls Per Month
6,445
Calls

4,743
Calls

Number of Steps in Process

52
Steps

40
Steps

Appendix A

Appendix

A

Statewide Totals
During Fiscal Year 2019, $394,329,730 in
municipal taxes were collected throughout
the state. This is a 4.24% increase from
Fiscal Year 2018's total of $378,292,963.

Our TaxMatch system allows you to
instantly find tax rates for any South
Dakota community.
Simply type in any South Dakota
address to find your rates.
You may also upload an Excel
spreadsheet to find rates for
seperate transactions in multiple
municipalities.
To get started, visit the department
website and click on the TaxMatch
logo under e-services.
Appendix A

Taxable Valuations by County
The following chart indicates the amount of taxable value in each of South Dakota’s 66 counties, broken out by the class of property.
The “Other” category includes residential property not occupied by the owner, commercial property, and utility property.

Figures listed are for 2019 valuations that are payable in 2020.

Appendix

B

Property Tax - Who Paid

*Agricultural property taxes include NA-Z taxes for Pay 2006 to 2010.

Property Tax - Where The Money Went

Appendix C

Contact Us

Toll-Free Phone Center
Our staff are on hand to offer
assistance Monday through
Friday from 8 a.m. to 5 p.m.
central time.
Just call 1-800-829-9188 to
speak to a tax expert.

Department
Website
Visit dor.sd.gov to
access information
from all of our
divisions, as well as
our e-services.

Main Offices
DOR - Pierre Office - Anderson Building, 445 East Capitol Avenue, 605-773-3311
S.D. Lottery - Dolly Reed Building, 711 East Wells Avenue, 605-773-5770
S.D. Commission on Gaming - Anderson Building, 445 East Capitol Avenue, 605-773-6050

Field Offices
Aberdeen Revenue Office - 14 South Main, Suite 1-C, 605-626-2218
Deadwood Gaming Office - 87 Sherman Street, 605-578-3074
Mitchell Revenue Office - 417 North Main, Suite 112, 605-995-8080
Rapid City Revenue Office - 1520 Haines Avenue, Suite 3, 605-394-2332
Rapid City Lottery Office - 1000 Cambell Street, Suite 2, 605-394-5106
Sioux Falls Revenue Office - 300 South Sycamore Avenue, Suite 102, 605-367-5800
Sioux Falls Lottery Office - 3605 South Western Avenue, Suite B, 605-367-5840
Watertown Revenue Office - 715 South Maple, 605-882-5188
Yankton Revenue Office - 1900 Summit Street, 605-668-2939
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Our website also
includes a new live
chat feature!

Find Us On
Social Media
Visit our Facebook, Twitter, and
Youtube pages for breaking news,
tutorials, and more!

Lori Haupt

Betty Morford

South Dakota Department of Revenue
445 East Capitol Avenue Pierre, SD 57501
605-773-3311
http://dor.sd.gov
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