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The start date (of remote seller tax
collection) was the culmination of the
efforts of many, and we can't express

enough gratitude towards our
stakeholders who made this historic step
possible. As the economy continues to

evolve, the remote seller law will provide
a level playing field for main street
businesses throughout the nation. 

""

""
To the Honorable Governor, the South Dakota Legislature, and my fellow South Dakotans, 

I am pleased to report a truly successful year for the Department of Revenue. Fiscal Year 2018 featured significant accomplishments throughout the department as
we continue our mission to partner with stakeholders and provide customer-oriented, fair, and reliable revenue administration.  

The State of South Dakota's ongoing pursuit of tax fairness became reality in 2018, due to a favorable decision from the Supreme Court of the United States. The
decision was followed by a special legislative session, allowing our remote seller law to take effect November 1, 2018. The start date was the culmination of the
efforts of many, and we cannot express enough gratitude towards our stakeholders who made this historic step possible. As the economy continues to evolve, the
remote seller law will provide a level playing field for main street businesses throughout the nation.

As always, our partnerships paid dividends during the 2018 legislative session. A number of laws are now in effect that modernized our alcohol statutes.  Prior to
last legislative session, many of our alcohol statutes had not been changed since they were written nearly 80 years ago. South Dakota's alcohol statutes have now
been brought into the 21st century, thanks to 13 new laws related to the industry.

A new year will also mean a new look for the Department of Revenue. Throughout this annual report, you will notice new colors and logo as a part of our rebrand.
The rebrand will also include a more user-friendly website that will help us provide the best customer service possible. Of course, our rebrand was not completed
without help. Individuals, businesses, and local governments aided us by participating in a brand perception survey, and we greatly appreciate their feedback on
how we can best serve the citizens of South Dakota. 

As we move forward in the new year, we ask "What Can We Do For You Today?"

A Message From
Secretary Gerlach
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What Can
We Do
For You
Today?

WE WILL
Make it EasyMake it Easy

In all things, we strive to simplify and
improve customer experience.

Speak ConversationallySpeak Conversationally
We'll talk to our customers, not

lecture to taxpayers. 

Be ThoughtfulBe Thoughtful
We'll put ourselves in your shoes.

Be DependableBe Dependable
 We're good at what we do, and you

can trust us to guide you.

EvolveEvolve
The world changes, and we'll be ready

for our customers when it does.

WE WILL NOT
Be AnonymousBe Anonymous

Our brand won't blend in a sea of
government departments.

Be What You ExpectedBe What You Expected
We'll change your perceptions and be

more than you thought we were. 

Be Afraid To SmileBe Afraid To Smile
We're serious about what we do, but

we're also human. 

Be RestrictiveBe Restrictive
Rules are rules, but instead of

roadblocks, we'll provide solutions. 

Be SecretiveBe Secretive
We're here to help, openly and honestly. 

WE ARE:
Visible 

Approachable

Responsive 

A Trusted Guide

Progressive

The South Dakota Department of
Revenue consistently provides a positive
experience by partnering with their
customers to understand their needs while
guiding them to useful solutions with
expertise, easy-to-use online tools and a
human touch.



Meet our
Leadership

Secretary
Andy Gerlach

Administration
Toni Richardson

Audit
Rachel Williams

Chief Legal Counsel
Michael Houdyshell

SECRETARIAT

Deputy Secretary
David Wiest
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We provide:We provide:
- Routine legal counsel to the

 department 
- Investigative Services Bureau
- Provides legal representation

regarding:
- Audits
- Jeopardy assessments
- Relief agency requests
- Motor vehicle issues
- Alcohol license issues
- Tax license revocations

We audit the following tax types:We audit the following tax types:
- Sales and Use
- Municipal
- Contractor's Excise
- Motor Fuel
- Mineral Severance
- Bank Franchise

We identify and resolve errors
made in tax reporting.

We provide professional
services to the department:

- Budget, finance, and
procurement

- Technology support
- Social media and

public information
requests

- Education, both internal
and external

- Continuous improvement
- Strategic planning
- Project management

Commision on Gaming 
Larry Eliason

We are comprised of five
commissioners responsible for
regulating the gaming industry
in:

- City of Deadwood
- Pari-mutuel horse racing
- Pari-mutuel wagering

We administer Indian gaming
compacts.
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We process motor vehicle titles and
registration and oversee licensed dealers.
We administer:  We administer:  

- International Registration Plan (IRP)
- Unified Carrier Registrations (UCR)
- Commercial and Motor Vehicle Licensing
- International Fuel Tax Agreement (IFTA)

We collect: We collect: 
- Motor Vehicle Excise Tax
- Vehicle Registration Fees
- Motor Fuel Tax
- Special Fuel Tax

We market:We market:
- Instant Tickets
- Lotto Games

We regulate:We regulate:
- Video Lottery

The Lottery Commission:The Lottery Commission:
- Establishes policy
- Reviews and approves major

contracts and procurements
- Consults on management and

operation issues

In Property Tax, we: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

Property Tax
Lesley Coyle

Lottery
Norm Lingle

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
Lisa Weyer

Business Tax
Doug Schinkel
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Throughout Fiscal Year 2018, all levels of DOR staff collaborated to develop the
department's new strategic plan, South Dakota Revenue 2020. Revenue 2020 focuses
on four strategic directions, and establishes a new vision for DOR.

VisionVision: 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.

Strategic
Plan

Managing Resources to Maximize Return on Investment
Increase Voluntary Compliance in Filing & Payments
Review the Department's Operational Activities for Return on Investment
Expand Internal Control and Audit Efforts 
Review Initiatives and Activities for Return on Investment
Increase Usage of Electronic Transaction Options
Review & Improve Office Security  

Establish Standards for Inventory and Use of Department Data
Increase Lottery Instant Ticket Sales by 10% 

Leveraging Info through Data Analytics to Support Decision Making

Engaging and Developing our TEAM
Promote Team Building
Establish a Defined Training and Development Program - Utilizing a Learning Management System
Broaden Communication Efforts Across the Department
Develop a Workforce Management Plan  

Developing and Strengthening the Department's Relationships

Improve Customer Satisfaction by Using Market Research Data to Implement Customer-Centric
Technology Solutions
Website Redesign & Launch
Provide Customized Education Opportunities



United States

Andy GerlachAndy Gerlach, Federation of Tax Administrators
Larry EliasonLarry Eliason, Association of Racing Commissioners International
Alison JaresAlison Jares, Streamlined Sales Tax Project
Kelsey JohnsonKelsey Johnson,Streamlined Sales Tax Project
Chris KeilChris Keil, IFTA Clearinghouse Advisory Committee
Allysen KerrAllysen Kerr, Multistate Tax Commission
Sandy O'DaySandy O'Day, American Association of Motor Vehicle Administrators
Norm LingleNorm Lingle, Multi State Lottery Association
Kathy SmithKathy Smith, Multistate Tax Commission
Monica WeischedelMonica Weischedel, American Association of Motor Vehicle Administrators 
Lisa WeyerLisa Weyer, American Association of Motor Vehicle Administrators
Rachel WilliamsRachel Williams, Streamlined Sales Tax Project
Rob SheffieldRob Sheffield, International Registration Plan Audit Committee
Russ HansonRuss Hanson, International Association of Assessing Officers
Todd BaileyTodd Bailey, International Association of Assessing Officers
Wendy SemmlerWendy Semmler, International Association of Assessing Officers

DOR HAS A STAFF
DEDICATED TO PUBLIC

SERVICE AND ASSISTING
OUR PARTNERS WITH ALL

OF THEIR NEEDS.

242 LOYAL
EMPLOYEES

3,112 YEARS OF
PUBLIC SERVICE

Nationwide Impact
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 in.

Our Staff
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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:Some of the organizations we've assisted include:

Salvation Army of Aberdeen
Twin City Animal Shelter
Missouri Shores
Tough Enough to Wear Pink
United Blood Services
Cystic Fibrosis Foundation
Mitchell Safe House
Children's Home Society
Capital Area United Way
Volunteers of America / Mommy's Closet



The three figures in each state are, top to bottom, the sales tax rate, the
gasoline tax per gallon, and the 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
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WAWA
6.50%6.50%
$0.49$0.49
$3.03$3.03

SDSD
4.50%4.50%
$0.28$0.28
$1.53$1.53

MDMD
6.00%6.00%
$0.34$0.34
$2.00$2.00

D.C.D.C.
5.75%5.75%
$0.24$0.24
$2.50$2.50

AKAK
0.00%0.00%
$0.08$0.08
$3.20$3.20

OROR
0.00%0.00%
$0.34$0.34
$1.32$1.32

NVNV
6.85%6.85%
$0.24$0.24
$1.80$1.80

CACA
7.50%7.50%
$0.41$0.41
$2.87$2.87

IDID
6.00%6.00%
$0.32$0.32
$0.57$0.57

MTMT
0.00%0.00%
$0.31$0.31
$1.70$1.70

UTUT
5.95%5.95%
$0.29$0.29
$1.70$1.70

NMNM
5.13%5.13%
$0.17$0.17
$1.66$1.66

HIHI

4.00%4.00%

$0..16$0..16

$3.20$3.20

AZAZ
5.60%5.60%
$0.18$0.18
$2.00$2.00

COCO
2.90%2.90%
$0.22$0.22
$0.84$0.84

WYWY
4.00%4.00%
$0.23$0.23
$0.60$0.60

NDND
5.00%5.00%
$0.23$0.23
$0.44$0.44

NENE
5.50%5.50%
$0.28$0.28
$0.64$0.64

KS
6.50%
$0.24
$1.29

OKOK
4.50%4.50%
$0.16$0.16
$1.0$1.033

TXTX
6.25%6.25%
$0.20$0.20
$1.41$1.41

MNMN
6.88%6.88%
$0.29$0.29
$3.04$3.04

IAIA
6.00%6.00%
$031$031
$1.36$1.36

MOMO
4.23%4.23%
$0.17$0.17
$0.17$0.17

ARAR
6.50%6.50%
$0.22$0.22
$1.15$1.15 MSMS

7.00%7.00%
$0..20$0..20
$0.68$0.68LALA

5.00%5.00%
$0.20$0.20
$1.08$1.08

FLFL
6.00%6.00%
$0.17$0.17
$1.34$1.34

GAGA
4.00%4.00%
$0.26$0.26
$0.37$0.37

ALAL
4.00%4.00%
$0.18$0.18
$0.68$0.68

KYKY
6.00%6.00%

$0.25  $0.25  $0.60$0.60

TNTN
7.00%  7.00%  $0.25  $0.25  $0.60$0.60  

SCSC
6.00%6.00%
$0.16$0.16
$0.57$0.57

VAVA
5.30%5.30%
$0.16$0.16
$0.30$0.30

DEDE
0.00%0.00%
$0.23$0.23
$3.90$3.90

NJNJ
7.00%7.00%
$0.11$0.11
$2.70$2.70

CTCT
6.35%6.35%
$0.25$0.25
$4.35$4.35

RIRI
7.00%7.00%
$0.33$0.33
$4.25$4.25

MAMA
6.25%6.25%
$0.33$0.33
$3.51$3.51

MEME
5.50%5.50%
$0.30$0.30
$2.00$2.00

NHNH
0.00%0.00%
$0.22$0.22
$1.78$1.78

VTVT
6.00%6.00%
$0.12$0.12
$3.08$3.08

PAPA
6.00%6.00%
$0.58$0.58
$2.60$2.60

NYNY
4.00%4.00%
$0.08$0.08
$4.35$4.35

OHOH
5.75%5.75%
$0.28$0.28
$1.60$1.60

ININ
7.00%7.00%
$0.18$0.18
$1.00$1.00

ILIL
6.256.25%%
$0.19$0.19
$1.98$1.98

WVWV
6.00%6.00%
$0.21$0.21
$1.20$1.20

MIMI
6.00%6.00%
$0.26$0.26
$2.00$2.00

WIWI
5.00%5.00%
$0.31$0.31
$3.04$3.04

NCNC
4.75%4.75%
$0.31$0.31
$0.45$0.45



Top-10 Highest
Gasoline Tax Rates

1    Pennsylvania   $0.5761    Pennsylvania   $0.576
2    Washington   $0.4942    Washington   $0.494
3    California   $0.4173    California   $0.417
4    North Carolina   $0.3514    North Carolina   $0.351
5    Oregon   $0.3405    Oregon   $0.340
6    Maryland   $0.3386    Maryland   $0.338
7    Rhode Island   $0.3307    Rhode Island   $0.330
8    Idaho         $0.3208    Idaho         $0.320
9    Montana         $0.3159    Montana         $0.315
10  Wisconsin       $0.30910  Wisconsin       $0.309

 
 

At just $2,103, South Dakota had
the fifth lowest per capita state tax
burden in 2017, according to the
latest figures available from the U.S.
Bureau of the Census and Bureau of
Economic Analysis. The following is
the listing of per capita state tax
burdens for all 50 states and the
District of Columbia, beginning with
the highest.

Total Tax Burden

9

Top-10 Highest
Cigarette Tax Rates

1   New York   $4.3501   New York   $4.350
1   Connecticut   $4.3501   Connecticut   $4.350
3   Rhode Island   $4.2503   Rhode Island   $4.250
4   Massachusetts   $3.5104   Massachusetts   $3.510
5   Hawaii   $3.2005   Hawaii   $3.200
6   Vermont   $3.0806   Vermont   $3.080
7   Minnesota   $3.0407   Minnesota   $3.040
8   Washington   $3.0258   Washington   $3.025
9   California   $2.8709   California   $2.870
10   New Jersey   $2.70010   New Jersey   $2.700

Top-10 Highest
Sales Tax Rates

1    California   7.500%1    California   7.500%
2    Indiana   7.000%2    Indiana   7.000%
2    Mississippi   7.000%2    Mississippi   7.000%
2    Rhode Island   7.000%2    Rhode Island   7.000%
2    Tennessee   7.000%2    Tennessee   7.000%
2    New Jersey   7.000%2    New Jersey   7.000%
7    Minnesota   6.875%7    Minnesota   6.875%
8    Nevada   6.850%8    Nevada   6.850%
9    Arkansas   6.500%9    Arkansas   6.500%
9    Kansas   6.500%9    Kansas   6.500%
9   Washington   6.500%9   Washington   6.500%
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Comparing the Region
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The South Dakota Legislature passed several bills impacting the activities of the Department of Revenue during the 2018 session. 

See a recap of some of the major bills below.

Senate Bill 56 Provided the annual appropriation for the Sales and Property Tax Refund for Senior & Disabled Citizens Program.

Senate Bill 58 Provided form and style revision to tax increment financing (TIF) statutes. Provided clarification on TIF classification and directed the
Department of Revenue to provide an annual TIF report. 

Senate Bills 43 - 44 Updated statutes and established an additional license type to recognize how the gaming industry has changed. 

Senate Bill 90 Revised provisions related to the payment of taxes and fees before transferring title of mobile or manufactured homes.

Senate Bill 97

House Bill 1066 Clarified statutes related to the issuance of vehicle license plates and stickers. 

House Bill 1117 Allowed South Dakotans to utilize an original South Dakota motorcycle license plate.

House Bill 1147 Provided form and style revisions to property tax collection statutes.

House Bill 1195 Authorizes South Dakota counties to refund motor vehicle registration fees to an owner that licensed a vehicle in error.

2018 Legislation

South Dakota Department of Revenue 2018 Annual Report10

Created a new women veteran license plate for qualifying individuals. To qualify, the vehicle’s owner must be an honorably
discharged woman veteran who served on active duty.



HB 1121:HB 1121: Revised fees for certain on-sale and off-sale liquor licenses.

HB 1146: HB 1146: Permits passengers to bring their own alcohol for consumption aboard
vehicles operated by licensed carriers.

HB 1157: HB 1157: Allows certain alcohol manufacturers and wholesalers to enter into
sponsorship agreements with certain alcohol retail licensees.

HB 1185:HB 1185: Authorizes a consumer to store unconsumed bottles of wine on the licensed
premises of a licensee that is licensed to sell wine on-sale.

SB 169:SB 169: Allows any person to produce and/or sell candy or confections containing less
than one-half of one percent alcohol by weight.

SB 178:SB 178: Provides exceptions from alcoholic beverage statutes for events conducted by
certain civic, charitable, educational, fraternal, or veterans organizations.

HB 1067 & SB 187:HB 1067 & SB 187:
Wineries

HB 1313:HB 1313: Distilleries and
Cideries

SB 173:SB 173: Breweries

2018 Alcohol Legislation
As a result of discussions with key stakeholders throughout 2017, a major area of focus during the 2018 legislative session was the modernization and
improvement of the state's alcohol beverage laws.
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2018 Special Legislative Session

Manufacturing Bills
Modernized alcohol
manufacturing laws and makes
them consistent for all
manufacturing license types.  

Created two licensing tiers for
each type of manufacturer.  

Adjusted license fees to be
consistent with other
manufacturing licenses.

Provided additional privileges to
small manufacturers.  

Miscellaneous Bills 

House Bill 1070 Simplified Title 35 by making comprehensive form and style changes. Streamlined the code by repealing and combining statutes. 

As a result of a favorable decision from the Supreme Court of the United States (State of South Dakota v. Wayfair, Overstock.com and Newegg), Governor Daugaard
called a special legislative session to address remote sellers and e-commerce. Below are descriptions of the two bills that were signed into law.

Senate Bill 1
Removed the injunction against all remote sellers, except
the defendants in South Dakota v. Wayfair, and clarified
how the injunction applies to the defendants.

Eliminated the State’s ability to sue remote sellers as it is
no longer necessary.

Included an emergency clause to be effective on the date
of the Governor’s signature.

Allowed South Dakota to require remote sellers to collect
and pay sales tax starting on November 1, 2018.

Senate Bill 2
Defined key terms – marketplace, marketplace provider,
marketplace seller.

Required marketplace providers to collect and pay sales tax
on all sales made through the platform if certain thresholds
are met. Established a hold harmless provision.

South Dakota will require marketplace providers to collect
and pay sales tax on all sales made through the platform
beginning March 1, 2019. Marketplace providers can
voluntarily comply at any time prior to March 1, 2019.



TAX REVENUE SUMMARY

FY14 FY15 FY16 FY17 FY18
$1.7

$1.8

$1.9

$2.0

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 2018Fiscal year 2018
state tax revenue totaledstate tax revenue totaled

$2,073,228,918
up 3.2%up 3.2%

from FY17from FY17

Of the total tax revenue collected in fiscal year 2018, 72.0% came from sales, use, and contractor's excise taxes. Motor fuel taxes accounted for 10.1%,
motor vehicle taxes 9.5%, special taxes 5.9%, and other taxes and fees 2.4%.

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
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Revenues

Where the Money Went

Business Tax
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Municipalities

Special Jurisdictions

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(shown in
Appendix A of this report)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 2018, 251 municipalities imposed municipal sales and use taxes. The maximum local tax rate that
can be levied in South Dakota is 2%.

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, or athletic and cultural events.

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 the tax collection agreement.

Fiscal Year 2018 Changes

DanteDante and Lake CityLake City imposed a 1%
general sales and use tax.

MorristownMorristown increased its 1%
general sales and use tax to 1.5%.

TorontoToronto, BruceBruce, and McLaughlinMcLaughlin
increased their 1% general sales
and use tax to 2%.
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Special Events
Revenue agents license vendors to collect state sales, municipal, and tourism tax at various special events across the state throughout the year. The table below
compares tax collected at South Dakota's largest special events during Fiscal Year 2018 to the previous year.

DOR On The Go

* Total Tax includes state, municipal, municipal gross receipts, and tourism taxes
** Northern Hills Rally includes Meade, Lawrence, and Butte Counties, as well as the cities within those counties
*** Southern Hills Rally includes Pennington, Custer, and Fall River Counties, as well as the cities within those counties
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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, showcasing our
electronic means of motor vehicle registration renewal, 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!



Revenues

The Department of Revenue continued its

continous improvement initiative through

a variety of Lean trainings and activities.

Direct Direct Wine ShippingShipping

As of January 1, 2016, South Dakota consumers of legal drinking age may have wine shipped directly to their homes from properly licensed  
in-state and out-of-state wineries. The department receives reports from both the wineries and carriers to ensure compliance with state law.
Through June 30, 2018, the following statistics show the initial impact of the new law:

Sales Tax
Revenue 

Alcohol Tax
Revenue

Direct Shipper
License Fees

$149,534$149,534 $40,729$40,729 $43,100$43,100

1

FY2018FY2018

FY2017FY2017

1) The sales tax revenue figures are calculated based on the sales tax revenue reported by out-of-state wineries. In-state wineries are not required to separate their
direct shipper sales tax revenue from their total sales tax revenue.

Special Tax

South Dakota Department of Revenue 2018 Annual Report16

$173,743$173,743 $57,919$57,919 $47,200$47,200



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 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.
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The Audit Division is responsible for selecting and performing audits on behalf of the Department of Revenue. The
primary purpose of the audit function 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.

*Assessments and credits are from original assessments. 

FY2017

FY2018

In-State vs. Out-of-State Net Assessments

Audits, Assessments, and Revenues*

Audit
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""There was nothing unpleasant
about the process.  I cannot say
enough good things about the
way the auditor conducted

everything.""

 Satisfied Customer Satisfied Customer



The Department of Revenue continued

its continous improvement initiative

through a variety of Lean trainings and

activities.

FY2018 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. 

*"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 owner-
furnished 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 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.
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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. Not using bill of lading as main source

document. (Ex. should not substitute
invoice, etc.) (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.



In Fiscal Year 2018, total gaming action was
$1,084,628,335, up 0.22% from the previous year. 

At the close of the fiscal year, there were 3,090 licensed
gaming devices, 121 retail locations and approximately
1,384 licensed gaming employees.

More details on gaming revenues from Fiscal Year 2018
can be accessed in the Commission on Gaming's Annual
Report, which can be found at https://dor.sd.gov/gaming.

Revenues

Distributions

Did you know?

Gaming revenues paid dividends as the
Commission on Gaming contributed
nearly a half of a million dollars to
Black Hills Area municipalities and
schools.
Municipalities that received funds were:

 Central City $2,752
  Lead $48,519
  Spearfish $177,788
  Whitewood $15,081

School Districts that received funds were:

  Belle Fourche $371
  Lead-Deadwood $56,953
  Spearfish $175,408
  Meade $11,408

Gaming
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In Fiscal Year 2018, horse races took
place at both the Fort Pierre and
Aberdeen tracks. 

Fort Pierre held four days of races
over the course of two weekends,
while the Aberdeen track hosted four
days of racing over two weekends.

FY18 Horse Racing



The lottery revenue generated for state funds during Fiscal Year 2018 was more than $124.7 million. These
revenues came from three sources, which are shown in the chart below.

More details on lottery revenues from Fiscal Year 2018 can be accessed in its annual report, which can be
found at http://lottery.sd.gov.

Where the Money Went

Revenues

¹ Video Lottery sales are cash in; prizes are cash out; private share of net machine income is retailer commission.

* 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.

Lottery

South Dakota Department of Revenue 2018 Annual Report 21

30 years of
Good Fun

During Fiscal Year 2018,
the South Dakota Lottery
celebrated its 30th
anniversary!

Since its inception, the
Lottery has distributed
$2.81 billion to its
beneficiaries. 



Instant Tickets
The Lottery launched 28 new instant ticket games during fiscal
year 2018. Prices for instant tickets ranged from $1 to $20, and
prizes ranged from $1 to $500,000, as well as merchandise prizes.

At the close of fiscal year 2018, there were 649 licensed instant
ticket retailers across the state. Retailers receive a 5% commission
for selling tickets, and a 1% commission for cashing winning
tickets with prizes up to $100 or for selling tickets with prizes of
more than $100.

Fiscal year 2018 instant ticket sales were up 15.8% from the
previous year and revenues were up 22.2%. Revenue from the
sale of instant tickets is distributed to the General Fund.

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
2018, there were 636 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 21.7% and transfers were up
19.2% from fiscal year 2017.

The first $1.4 million of revenue from the sale of lotto tickets is distributed to the
General Fund, and the remaining balance is distributed to the Capital Construction
Fund.
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New Game, Familiar Name

The South Dakota Lottery added a new game with a 
familiar name in November 2018.

Lotto America joined our lineup on November 12, giving 
South Dakota five lotto games. In 1990, a version of Lotto 
America was the first lotto game offered in South Dakota, 
which was later replaced by Powerball.

While the South Dakota Lottery welcomed Lotto America, 
the Hot Lotto game was discontinued. The decision to 
end the $1 game was made by the Hot Lotto Game 
Group, and its final drawing took place on October 28.

Hot Lotto was played in South Dakota for nearly 15 years. 

New games and feedback from Lottery players and retailers were a
big reason why FY18 featured a record year in instant ticket sales.

The year featured the debut of Fresh Fridays, which provided Lottery
with exciting, new ways to win. Through the Lottery’s Fresh Friday
initiative, 28 new instant tickets were introduced during Fiscal Year
2018.

To develop these new tickets, the Lottery used feedback from its
players. In partnership with Lawrence & Schiller, the Lottery surveyed
players’ perception of instant tickets to determine their interest in
new play styles.

The Lottery also did quantitative studies on new ticket art, themes,
and play styles to provide players with new ways to win.

Instant ticket sales reach new heights



Video Lottery
Video lottery sales (cash in) increased by 5.4% in Fiscal Year 2018.

The average number of active video lottery machines during fiscal year 2018
was 9,109, and the average number of licensed establishments was 1,336.

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.
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New Terminals Continue to Thrive

FY18 was out with the old and in with the new for many
South Dakota video lottery players.

The year saw the continued emergence of updated
technology in the video lottery industry, as many players
and retailers enjoyed the use of new terminals. The new
terminals featured updated graphics and a wider array of
games, which appealed to players based on the numbers.

Despite accounting for just over 40 percent of the video
lottery machines throughout South Dakota, new terminals
produced more cash in ($418 million to $325 million) and
net machine income ($119 million to $102 million).

Lottery Unveils Mobile App

During FY18, the South Dakota Lottery developed a new way to
engage with its players through the launch of its first ever mobile
application.

The mobile app allows users to access information about lotto
jackpots, promotions, an interactive retailer map, a ticket scanner,
and more. The app also allows members of the Lottery’s Players Club
to enter exclusive second chance drawings by simply scanning
qualifying non-winning tickets.

The app is available on all Android and Apple devices.

The South Dakota Lottery believes in good fun, but we
realize that for some people, gambling is not fun. It is a
problem.

If you or someone you know has a gambling problem,
help and treatment are available.  

Call the Problem Gambling Helpline at 1-888-781-HELP.
Your call is always confidential.

The Lottery provides up to $214,000 annually to the
S.D. Department of Social Services to pay for problem
gambling treatment services.

The Lottery also participates annually in activities
organized by the National Council on Problem
Gambling.  Our agency is also a member of the South
Dakota Council for Responsible Gaming.

Please Play Responsibly



Distributions

Revenue Sources

(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.

Motor Vehicles

South Dakota Department of Revenue 2018 Annual Report24



Motor Fuel
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 2018, total fuel tax revenues amounted to $209,762,406. 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. 

FY14 FY15 FY16 FY17 FY18
$150,000,000

$160,000,000

$170,000,000

$180,000,000

$190,000,000

$200,000,000

$210,000,000

$220,000,000

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

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.

Because the tax is already paid before the customer makes their
purchase, the customer essentially pays the tax back to the
supplier. Your price at the pump includes Federal and State taxes.

By the Numbers

South Dakota has 1616 different
motor fuel license types and a total
of 3,1443,144 licensees.

Motor Fuel Revenues
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Did you know?



The Department of Revenue continued its

continous improvement initiative through

a variety of Lean trainings and activities.

Renew On The Go!

Did you know?

South Dakotans have no shortage of options when itSouth Dakotans have no shortage of options when it
comes to which license plates their vehicles feature.comes to which license plates their vehicles feature.
The Department of Revenue offers a wide array ofThe Department of Revenue offers a wide array of
specialty license plates, many of which can be orderedspecialty license plates, many of which can be ordered
online by logging on toonline by logging on to http://Mysdcars.sd.gov http://Mysdcars.sd.gov. . 

This website can also be used to renew your vehicleThis website can also be used to renew your vehicle
registrations from the comfort of your own home!registrations from the comfort of your own home!

There are currently 142 142 different

South Dakota license plates.

In Fiscal Year 2018, more thanIn Fiscal Year 2018, more than
85,000 vehicle85,000 vehicle  registrationsregistrations
were renewed through ourwere renewed through our
self-service terminals (SST).self-service terminals (SST).

All you need is a credit card orAll you need is a credit card or
check and a South Dakota IDcheck and a South Dakota ID
to have your registration cardto have your registration card
and stickers printed inand stickers printed in
minutes!minutes!

See the map for all of ourSee the map for all of our
locations.locations. 
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Go online with
MySDCars!



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

FY16 FY17 FY18

350,000

400,000

Our motor vehicle division strives to issue motor
vehicle titles in an efficient and reliable

manner. During Fiscal Year 2018, 391,810 motor
vehicle titles were issued.

Number of Titles Issued
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In 2018, 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 tax assessments 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.

Who Paid

Tax Distribution Comparison

Property Tax
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2018 Tax Contribution Breakdown

Owner Occupied 39%

Commercial 29%

Agriculture 28%

Utilities 2%

Special Assessments 2%

2008

Schools 57%

County 26%

Municipalities 13%

Townships 2%

Special Assessments 2%

2018

Schools 56%

County 27%

Municipalities 13%

Townships 2%

Special Assessments 2%

Property Tax Contribution

*Agricultural value

includes NA-Z Value

for Pay 2006-2010



Taxable Valuations by Category: 2008-2018

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 had three classifications, which are
shown below along with the number of active TIFs throughout the state. 

During the 2018 legislative session, the legislature created a fourth TIF district classification for Affordable Housing. In the past, many communities created TIF
districts for housing development, but classification was inconsistent depending on when and where the district was created.

For more information on TIFs, including our TIF Annual Report, visit https://dor.sd.gov/TIFs.aspx

Tax Increment Financing

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.

Industrial (19 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.

This is the default classification.
Unless the TIF district meets the
definition of an Industrial or
Economic TIF district, it is a local
TIF district.

Economic Development (110 Active) Local (48 Active)

See Appendix B for taxable valuations by county
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*Agricultural value includes NA-Z Value for Pay 2006-2010



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. 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 (except schools). 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.

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 2019 are set statewide as follows:

Limits on Property Taxes

State Aid to Education Payments

Ag $1.512/$1,000 of value
Owner-Occupied $3.383/$1,000 of value
Other $7.001/$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.

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 $1.2 billion of property taxes per year. These programs were implemented
in 1997.

Combined Effect of Tax Caps and State Aid Payments
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The following provides the steps that are common to the application of property taxes in each government unit (excluding centrally assessed properties):

Steps in determination of Property Taxes
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The full and true
(assessed) value of all
property in the state is
determined prior to the
assessment year, as of
November 1.

Example: November 1,

2018 for the 2019

assessment year, taxes

payable in 2020.  

The Director of

Equalization in each

county is to assess all

real property within the

county. 

Assessment notices are

sent to the property

owner on or before

March 1 of each year.

1 2
Determine the taxable
value of the property.

All property is to be

assessed at full and true

value. Then the property is

equalized to 85% for

property tax purposes.

If the county is at 100% of

full and true value then the

equalization factor (the

number to get to the 85%

taxable value) would be

0.85. 

Example: Full and true value

of $120,000 x 85% =

taxable value of $102,000)  

3
Determine the tax levy
for all taxing jurisdictions
which can tax the
property.

Tax levies for each taxing

jurisdiction are determined

by dividing the tax request

by the total taxable value

within the taxing

jurisdiction and multiplying

the result by 1,000. 

Example: If the taxable

value within a city is

$10,000,000 and the city

has a tax levy request of

$100,000, the tax is $10

per thousand. 

4
Taxes are computed for
individual properties. 

Taxes are computed by

multiplying the taxable value

times the tax levy divided by

1,000. 

Example: If a person has

property with a taxable value

of $102,000, the property

taxes for city purposes would

be $1,020 at a tax rate of

$10 per thousand.

This same step is completed

for each taxing district that

can tax the property, such as

a county, city, school, or fire

district.

5
Tax Bills are sent to
property owners.

Taxes are due and payable

January 1 of the year

following the assessment.

(2018 assessment year taxes

are due and payable January

1, 2019.) 

The taxes do not become

delinquent if one-half of the

taxes are paid before May 1,

and the remaining half are

paid before November 1. 

All property taxes are paid

to the county treasurer in

the county where the

property is located.



More Ways
To Attend

In Fiscal Year 2018, some of DOR's
seminars were streamed live on the
department's Facebook page or posted
onto our YouTube page.

This allows South Dakotans who
couldn't attend these seminars to tune
in live from their computer, tablet,
cellphone, and more!

The Department of Revenue strives to educate our customers as well as workThe Department of Revenue strives to educate our customers as well as work
with our partners to ensure the best service possible for South Dakotans. Ourwith our partners to ensure the best service possible for South Dakotans. Our
education program is an important aspect in achieving this goal. Theeducation program is an important aspect in achieving this goal. The
department hosted a wide-range of seminars during Fiscal Year 2018, and wedepartment hosted a wide-range of seminars during Fiscal Year 2018, and we
will continue to expand our educational lineup in the coming years.will continue to expand our educational lineup in the coming years.  

The department offers general seminars, on-site instructional presentations,The department offers general seminars, on-site instructional presentations,
online tutorials, and webinars. 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

Want to request
a presentation?

Visit our
website,

dor.sd.gov, then
click on the

Education tab.

All of our seminars are
free of charge.

New in 
Fiscal Year 2018
Marketer Training
Using the Dealer Portal
Highway Contractor Training
Home/Vacation Rental
Heavy Truck and Trailer Dealers

Fiscal Year 2018 By The Numbers

Industry-specific
training opportunities

9

Conferences hosted
by outside agencies

16

Business training
requests accommodated

20

7.3%

Taxpayers recieved
training in the 2017-2018

fiscal year

2,104
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Increase in taxpayer
attendance at external

training events

Look for more additions in
Fiscal Year 2019.

Education



149 
Participants

125
Projects

Completed

6
DOR Created

Courses

Lean is a process improvement approach and a
collection of principles and tools used to
eliminate wasteful activities that do not add
value to the customer. 

The Department of Revenue carried on this
continuous improvement initiative through a
variety of Lean trainings and activities. 
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Level 1 | Aware

Level 2 | Engaged

Level 4 | Leading

Level 3 | Practicing

Level 5 | Facilitating

1

2

3

4

5

2 hour Lean Core Concepts Training

Complete Level 1
Complete at least 3 Focused Lean
trainings

Complete Level 2
Complete at least 3 more Focused
Lean trainings
Experience at least 1 Lean event
(Participate in or shadow a lean
event)

Dual-facilitate 1 training and conduct
1 focused conversation
Act as  a Lean Liaison 
Lead Adviser on 1 Project Charter 

Complete facilitator training
Dual-facilitate 2 Kaizen events or 1
Kaizen plus 1 training
Every two years, dual-facilitate 1
Kaizen event 

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

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.

Why Lean? Most commonly used
Lean Tools

15 Process
Improvement

Events

Lean
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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. 

Our TaxMatch system allows you to
instantly find tax rates for any South
Dakota community.

During Fiscal Year 2018, $378,292,963 in
municipal taxes were collected throughout
the state. This is a 4.0% increase from Fiscal
Year 2017's total of $363,700,431.

Statewide Totals
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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.
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Find Us On
Social Media

Visit our Facebook, Twitter, and
Youtube pages for breaking news,
tutorials, and more!

Toll-Free Phone Center

Our staff are on hand to offer
assistance Monday through
Friday from 8 a.m. to 5 p.m.
local 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.

Our website also
includes a new live
chat feature!

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

Field Offices

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

Main Offices

Contact Us
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