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https://dor.sd.gov/ 1-800-829-9188 (Option 2)

Property Tax 101

DEPARTMENT OF REVENUE

The purpose of this document is to provide a general overview of how property taxes are
established. It is not intended to answer all questions that may arise. The information J u |y 202 1
contained in this fact sheet is current as of the date of publication.

Overview

Property tax is an ad valorem tax on all real property (land and improvements) that has been deemed taxable by the
South Dakota Legislature. Ad valorem means “according to value” which is done by imposing a tax rate (levy) to the value
of each taxpayer's property. Property tax is the main source of revenue for local governments in South Dakota; the State

does not collect or spend any property tax revenue. ~ ~N
The property tax system in South Dakota consists of two parts: assessment A taxing district is the entity with
and taxation. the authority to levy property taxes,
e The County Director of Equalization (DOE) assesses the value of all mcludmgz C'F'es' countles,‘tow.nsmps,
real property. All real property is subject to property taxes unless 5Ch0.0| districts, and special districts
specifically exempt per state law. (fire, ambulance, water, road).

The Department of Revenue (DOR): tax burden evenly amongst all property within a
e Educates DOEs in making fair and equitable property s ladehl
assessments; In South Dakota, it is represented by dollars per
one thousand of taxable valuation.

The County Auditor manages the taxes requested by all taxing ~ -

districts and calculates a tax levy for each.

The County Treasurer is responsible for collecting all property taxes. Revenue from property taxes is used to fund
many government services, including: schools, cities, fire ~ ~

districts, and county jails. A levy is the tax rate needed to distribute the

Oversees the property tax limitation system; L D

Determines the value of some public utilities, railroads, and airline companies;

Administers alternative taxes for telecommunication companies, commercial wind farms, and rural electric
associations; and

Partners with the South Dakota Association of Assessing Officers to train and certify all DOEs in valuing property
through mass appraisal for taxation purposes.

Assessment

DOEs use two systems to determine assessed values:

Agricultural land is
valued using the
agricultural land
productivity formula. For
more information, visit
the Agricultural Land

Productivity Formula tax Fair Market Value
fact. System

Assessment
Systems

Agricultural Land
Productivity
Formula

All other property,
including an owner-
occupied residence, is
valued using the fair
market value system.

Other (Commercial, Agricultural land
Utilities)

Owner-Occupied

1| July 2021 | South Dakota Department of Revenue | Property Tax 101
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Assessment (cont.)

The full and true (assessed) value of all property in the state is determined by the legal assessment date of
November 1 prior to the assessment year and two years prior to when the taxes are due for the property.

Each DOE is required to assess all real property within the county at the | Example:
full and true value. Assessment notices are sent to the property owner | hE ccesses a home for the 2021 assessment
on or before March 1 of each year (SDCL 10-6-154). year by determining the fair market value of

The DOE considers three approaches to value in determining the fair the property on the legal assessment date of
market value of property: November 1, 2020. Taxes are payable in 2022.

e Market approach: reviews sales of similar properties to value the subject property

e Cost approach: determines what it would cost to build the property, deducting for depreciation, and adding in
land value

e Income approach: reviews the stream of income or potential for income from the property to determine a value
of the property

The most common approaches used are market and cost.

After the fair market value of the property has been determined, the The equalization factor is the multiplier that
DOR determines an equalization factor annually for agricultural and converts assessed value into taxable value.
nonagricultural properties for each county. South Dakota laws require

the property to be equalized to 85% for property tax purposes.

e If the county is at 100% fair market value, the equalization factor is 0.85.

e If a county falls below the 85% rule, a factor above

1.0 may be applied. Example of Equalization: R
For additional information about your property’s Full and True Value x .85 = Taxable Value
assessment, contact your county director of equalization or
county auditor. Contact information can be found on the $120,000 x .85 = $102,000
DOR website: The taxable value is the value to which a tax levy is
e Directors of Equalization applied to calculate the property tax bill.
. In this example, a home with a full and true value of
Lounty Auditors
Loy Audion $120,000 has a taxable value of $102,000, P

Appeal Process

Assessment notices are sent to property owners annually on or before March 1st. When a property owner receives their
assessment notice, it is their duty to review the notice to confirm the property is listed correctly. If the property is valued
higher than a property owner thinks it should be, the owner should talk to the county DOE. The property owner may
appeal if they still disagree with the assessed value of their property.

e The first step in the appeal process is the local board of

7 i A local board consists of the township board of
equalization. The taxpayer must appeal by mid-March.

supervisors or the governing board of a

= For property in a jurisdiction that has chosen to municipality, and a member of the school board.
consolidate the local and county boards of
equalization, the first step in the appeal process is to appeal to the consolidated board of equalization.

o If the property owner disagrees with the decision of the local board, they may appeal to the county board.

e If the property owner disagrees with the county or consolidated board's decision, they may appeal to the Office
of Hearing Examiners (OHE).

o If the property owner disagrees with the decision of the OHE, they have the right to appeal to the circuit court.

= The property owner may also take their appeal directly from the county board of equalization to the circuit
court, bypassing the OHE.

For more information, refer to: Appeal Process Guide for the Property Owner.
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https://dor.sd.gov/media/hm2dk2cu/property-owner_2021-pt-appeal-process-guide.pdf
https://sdlegislature.gov/Statutes/Codified_Laws/2079048
https://dor.sd.gov/government/director-of-equalization/contact-county-directors-of-equalization/
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Taxation
Assessed Value of Property Established

e Each DOE assesses all real property within the county at the All real proPerty is subject to taxation
full and true value as of the legal assessment date on unless specially exempt per state law.
November 1st. Assessment notices are sent to the property
owner on or before March 1st of each year.

Taxable Value Determined Taxing districts in South Dakota may include:

e The property value is equalized to 85% for taxation cities, counties, townships, school districts, fire
purposes. districts, and water districts.

Tax Rate Established

e Tax levies for each taxing jurisdiction are

determined by dividing the tax request by the [Example of Tax Levy/Rate:
total taxable value within the taxing )
jurisdiction and multiplying the result by (REQUEST = VALUE) x 1,000= TAX RATE OR LEVY

1,000. The County Auditor determines the tax | (§100,000 + $10,000,000) x 1,000 = $10 per thousand of value
rate or tax levy for all taxing districts that have

the authority to levy a property tax within

their county.

T Calculated ( . . c
axes ~alcdlate Example of Tax on Individual Properties:
e Taxes are calculated for individual properties by

multiplying the taxable value times the sum total of all CLALLE e (i LA Loy L) S T
applicable levies. A property owner has a home valued at $150,000.
Tax Bills Sent to Property Owners Using a tax levy of $10 per thousand dollars of value,

the taxes would be $1,500.
e Taxes are due and payable January 1 of the year . _
following assessment. SDCL 10-21-1.1 specifies what DI @I = T, = 57,500
information must be included on the tax bill. \_ _J

= All property taxes are paid to the County Treasurer in the county where the property is located.

= If you have an issue, contact your County Treasurer. Contact information for county treasurers can be found
on the DOR website here.

Tax payments do not become delinquent if half of the bill is paid before
May 1 and the remaining half is paid before November 1.

- B
Property Tax Timeline
November 1 March 1 March-June October 1 | November-December January 1
Legal Assessment | Appeal process—| Property tax Auditors calculate levies | Tax bills mailed;
assessment notices mailed taxpayers can requests from | by Nov. 1 & DOR certifies | taxes due and
date for to taxpayers appeal taxing districts the levies payable*
counties due to County
Auditor
~ _/

*You are paying taxes on the property value established in the year prior.

Contact Us

If you have any questions, please contact the South Dakota Department of Revenue.
Call toll-free: 1-800-829-9188 (option 2)

Property Tax Division Email: proptaxin@state.sd.us
Website: https://dor.sd.gov/

Mailing address and office location: South Dakota Department of Revenue
445 East Capitol Ave
Pierre, SD 57501

3| July 2021 | South Dakota Department of Revenue | Property Tax 101
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Understanding Your
Property Taxes

https://dor.sd.gov/ 1-800-829-9188 (Option 2)

The purpose of this document is to provide a general overview of how property taxes are
established. It is not intended to answer all questions that may arise. The information M arc h 202 2
contained in this fact sheet is current as of the date of publication.

WHY HAVE A PROPERTY TAX?

The property tax is an important part of any well-balanced revenue system for a community. Property taxes fund things
such as schools, fire and police protection, streets, libraries, and other public benefits. The property tax allows these
services to be funded in proportion to the amount of money individual properties are worth. The property tax is also a
more stable source of money than sales taxes because it does not fluctuate when communities have recessions. In
general, when your community spends more tax dollars on better schools, parks, streets, and other public benefits and
services, your property values rise and you ultimately benefit.

The State of South Dakota does not collect or spend any property tax dollars.

HOW IS MY PROPERTY ASSESSED?

The assessor's office first reviews all the property to be assessed in your community and then values it. In reviewing
your individual property, the assessor collects data about its characteristics, such as the amount of land you own, the
location of your property, the number and size of improvements on your land, the physical characteristics of the
improvements including number and type of rooms, the quality of construction of improvements, and so on. This
information is used to estimate the market value of your property by comparing the sale prices of similar properties,
estimating the cost to construct your property, and/or calculating the potential rental income your property could
generate (if any).

Accurate appraisals require constant searching for and accumulation of significant facts to analyze in order to estimate
the fair market value of your property.

WHAT IS MARKET VALUE?

For residential and commercial properties, the market value of your property is the price most people would pay for it in
its present condition. The assessor must estimate the market value of every property in your taxing jurisdiction, no
matter how big or small.

To estimate the market value of any nonagricultural property, the assessor must first know what similar properties are
selling for, what it would cost to replace it, how much it takes to operate and keep it in repair, what rent it may earn, and
many other financial considerations affecting its value, such as the current rate of interest charged for borrowing money
to buy or build properties like yours.

For agricultural properties, the market value is the agricultural income value as determined by the Productivity Formula.
For more information, please see the Ag Land Productivity Tax Fact.

1| March 2022 | South Dakota Department of Revenue | Understanding Your Property Tax
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WHAT IS AN ASSESSMENT?

State law requires that all property be assessed at its fair market value. Each year, the assessor reviews your property for
changes and then revalues the property depending on current market conditions.

The assessment notice is sent out in March. The 2022 assessment notice will be used to calculate the property taxes to
be paid in 2023.

If you want more information on how your property assessment was determined, you should contact your county
Director of Equalization.

WHY DO ASSESSED VALUES AND MARKET VALUES CHANGE FROM YEAR TO YEAR?

As market values change, in general so do assessed values. Market values change because the property has physically
changed or because market conditions have changed. For example, if you were to add a garage to your home, the
market value and the assessed value may increase. If you add new siding, the market value and the assessed value of
your home also may increase. However, if your property is in poor repair, the market value and assessed value may
decrease over time.

In many areas, market conditions have led to increases in market values and assessed values without any changes to the

property. In estimating the value of your property, the assessor reflects the conditions that are occurring in the
marketplace.

HOW DOES MY ASSESSED VALUE AFFECT MY TAX RATE AND MY TAXES?

The assessor’s office does not determine the total amount of taxes collected in your community, the tax rate, or your
taxes. The assessor’s primary responsibility is to find the fair market value of your property, so that you pay only your
fair share of taxes.

The amount of tax you pay is determined by multiplying your tax rate by your property’s taxable value. Your tax rate is
determined by the tax requests submitted by all your taxing authorities—city, county, school districts, and others.
These taxing districts determine how much tax is needed to provide all the services you enjoy. The county auditor
calculates the tax rate needed to spread the tax request burden fairly and equitably amongst all property within each
district.

State law limits the amount of property taxes that all local governments, except schools, can collect from their property
owners. These local governments are limited to the amount of property taxes they collected last year, plus an increase
for inflation and for new construction.

WHAT CAN | DO ABOUT MY ASSESSED VALUE AND MY PROPERTY TAXES?

If you believe the assessor has overestimated or underestimated the value of your property, you should contact the
assessor’s office and discuss the matter. Many offices have formal and informal procedures to appeal the assessed value
on your property. Staff can answer your questions about how the office estimated the value of your property and
explain how to appeal your assessed value. Many assessors encourage property owners to contact the assessor’s
office because the assessor’s office relies on property owners for information. You can help by providing accurate
information!

If you think your taxes are too high, you should make your opinion known to the your local taxing authorities—city
council, county commission, school board—during their budgeting process. You can also inquire at the county

courthouse about property tax relief programs and whether you qualify for them.

For more information about property taxes, please visit the Property Tax 101 Tax Fact.

2| March 2022 | South Dakota Department of Revenue | Understanding Your Property Tax
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QUALIFYING FOR AGRICULTURAL STATUS n

DEPARTMENT OF REVENUE

Is Your Land Used Primarily for an Ag Pursuit?

this includes

crops, timber, fruit trees, farm

livestock, poultry, fish, nursery

stock, bees, apiary products,
horticulture

You do not

qualify for ag
status

Do you meet one
of the following
requirements?

Gross income 80 acres of 20 acres of
of $2,500 from management land*
the land unit an

*Acreage
requirement may
vary from county to

Qualified Ag county
Land

You do not :
qualify for ag Questions? Contact

status
Jeff or Amber:

605-773-3311 Option 2



Agricultural Land
DEPARTMENT OF REVENUE PrOdUCtiVii‘y FormUIG

https://dor.sd.gov/ 1-800-829-9188 (Option 2)

The purpose of this document is to provide a general overview of how agricultural land is
assessed in South Dakota based on the productivity valuation system. It is not intended to J | 20 2 4
answer all questions that may arise. The information contained in this fact sheet is current as U y

of the date of publication.

Overview

The property tax assessments of agricultural land in South Dakota are based on the land’s productivity value. The goal of
the productivity valuation system is to ensure all agricultural land in South Dakota is valued fairly and equitably in each
county based on what the agricultural land is able to produce.

e The productivity valuation system began with the 2010 assessments for taxes payable in 2011.

e As of the 2019 assessment year, the implementation period is finalized, and all counties are at their full productivity
valuation.

The Department of Revenue (Department) contracts with the South Dakota State University (SDSU) Economics
Department to calculate the statistics used throughout the productivity valuation system.

e The statistics are individualized by county and are the starting point for valuing all agricultural land in the state.

The county data used to establish the productivity value is from official estimates published by the United States
Department of Agriculture, National Agricultural Statistics Services (USDA/NASS).

e These official estimates are based upon surveys of farmers, ranchers, and agribusinesses.

Productivity Formula f Productivity Formula
The productivity formula multiplies the gross revenue per acre average value per acre = [gross revenue per acre x
by the landowner's share, and then divides this amount by the landowner’s share] + [cap rate]

capitalization rate.

The landowner’s share and the capitalization rate are both established by South Dakota Codified Law (SDCL 10-6-127).

Land Landowner’'s Capitalization
Classification Share Rate

How Gross Revenue per Acre is Determined

Gross revenue per acre is determined by using an 8-year Olympic

(o) (o)
average of yields and commodity prices. 35% 6.6%

Cropland

Gross revenue per acre is determined by using an 8-year Olympic

100% 6.6%
average of cash rents.

Non-Cropland

The Department sends each county its top dollar valuation for cropland and its top dollar valuation for non-cropland,
along with the formula calculations and background information provided by SDSU. The counties then apply these
values according to the soil survey.

e Similar to the previous market valuation system, the values are applied to the soil survey which establishes the base
valuation, upon which the county may make necessary adjustments.
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Productivity Formula Breakdown

Productivity Formula

How Gross Revenue per Acre is Determined

The gross revenue per acre is the starting point

for the productivity formula, which is

determined by calculating an 8-year Olympic

average. USDA/NASS data is used to establish

the gross revenue per acre in each county for an

8-year period.

e For the 8-years of data, the lowest and

highest years are thrown out, and the
remaining six years are averaged.

e Each year, the newest year of data is
added, the oldest year is discarded, and a
new Olympic average is calculated.

Cropland Data

The data used to establish the cropland gross
revenue is all published by USDA/NASS. For
each commodity in each county, USDA/NASS
publishes:

(1) Total planted acres for all purposes; and

(2) Total production.

The commodity price is the only statewide
number used in the productivity formula. The
commodity price is provided by NASS and is
weighted based upon the quantity of the
commodity sold each month during the
marketing year for South Dakota.

Non-Cropland Data

For non-cropland, cash rents determine the gross

revenue.

= Every other year, USDA/NASS conducts a survey $6.80 [$7.00 |$8.00 [$6.90 |$9.50 |$8.26 | $9.00 | $10.30
of landowners as part of a nationwide program

to establish cash rents for each county.

average value per acre = [gross revenue per acre x
landowner's share] + [cap rate]

ﬂoplqnd Example - Gross Revenue per Acre _\

The total production of each crop is multiplied by the statewide
commodity price to determine the gross revenue for that crop.

In 2011, Ziebach County had this mix of crops:

Crop Acres Production Value/Unit Gross Revenue
Corn for Grain | 10,400 {998,000 bushels | $6.05/bushel $6,037,900
Hay Alfalfa 55,000 |96,000 tons $125.00/ton $12,000,000
Hay Other 34,000 |[34,703 tons $118.00/ton $4,095,000
Wheat, Winter [48,200 | 1,645,000 bushels | $7.10/bushel $11,679,500
Total 147,600 $33,812,400

For 2011, the yearly gross revenue per acre is $229.08 ($33,812,400 +
147,600). This process is repeated for 2012 to 2018:

2011 2012 2013 2014 2015 2016 2017 2018
$229.08 | $264.70 | $213.97 | $226.25 | $173.15 | $171.40 | $166.26 | $182.25

The 8-year Olympic average throws out the low ($166.26) and high
($264.70) years, and averages the remaining six years. Ziebach County'’s

gross revenue per acre used to set the 2020 cropland values (for taxes
@able in 2021) is $199.35.

/"

Non-Cropland Example - Gross Revenue per Acre

For Ziebach County, the 8-year period of cash rents were:

2011 2012 2013 2014 2015 2016 2017 2018

The 8-year Olympic average throws out the low ($6.80) and high
($10.30) years, and averages the remaining six years. Ziebach

= In off years, SDSU calculates the cash rent for County's gross revenue per acre used to set the 2020 cropland
each county using the past rents of that county, values (for taxes payable in 2021) is $8.11.
rents from the surrounding counties, or other - /

rental information.

Gross Revenue per Acre Produces Average Value Per Acre
The gross revenue per acre is entered into the productivity formula to produce the average value per acre of ag land

property in the county.

The landowner’s share and the capitalization rate are set Example - Average Value Per Acre

by state law (SDCL 10-6-127).

Using the Ziebach County’s examples:

e The landowner’s share percentages are 35% for e Average Cropland Value is $1,057.16 ([$199.35 x .35] + .066)

cropland and 100% for non-cropland.

e The capitalization rate is 6.6%.

e Average Non-Cropland Value is $122.88 ([$8.11 x 1.0] + .066)
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Calculating the Top Dollar Value per Acre ( Lot oo

top dollar value per acre = average
value per acre + weighted soil rating

The next step in the process is for the average value per acre to be adjusted L
up to the top dollar value per acre, or the value for the best soil in the
county. The top dollar value per acre is calculated by dividing the average value per acre by the weighted soil rating.

Each soil type in the county is classified as either crop or non-crop and is rated on a scale from 1.00 to 0.10 based on
soil quality. The weighted soil rating is based on the individual soil ratings in a county, giving more weight to those soil
types that are more prevalent in that county.
e Cropland: The cropland top dollar value per acre is calculated by taking the cropland average value per acre and
dividing by the crop weighted soil rating.

¢ Non-Cropland: The non-cropland top dollar value per acre is calculated by taking the non-cropland average
value per acre and dividing by the non-cropland weighted soil rating.

/Exqmple - Top Dollar Value per Acre \
Cropland

In Ziebach County, the soil table shows that the weighted rating of cropland soils is .584656.
e To get the cropland top dollar value per acre, take the cropland average value per acre, which was calculated in the previous
example, and divide by the weighted soil rating ($1,057.16 + .584656 = $1,808.17).

e This calculation establishes the top dollar value per acre for the best crop rated soil in Ziebach County with a value of
$1,808.17. The best soil receives a rating of 1.0 and all other soils are scaled appropriately.
Non-Cropland

In Ziebach County, the soil table shows that the weighted rating of non-cropland soils is .317561.
e To get the non-cropland top dollar value per acre, take the non-cropland average value per acre, which was calculated in the
previous example, and divide by the weighted soil rating ($122.88 + .317561 = $386.95).

e This calculation establishes the top dollar value per acre for the best non-crop rated soil in Ziebach County with a value of
\ $386.95. The best soil receives a rating of 1.0 and all other soils are scaled appropriately. J

Calculating the Assessed Value of a Parcel Assessed Value of a Parcel

Individual parcels of land typically contain many different soils. The soil 1. Top dollar value per acre x soil rating =
survey provides an inventory of the acres of each type of soil in each unit value of the soil type

parcel. Every soil type in a county is valued in relation to the top rated soil.
Therefore, a crop soil with a rating of .88 has a value that is 88% of the top
rated crop soil.

2. Unit value of soil type x number of acres
of soil type = total value for the soil type

. . . o 3. Add all soil type values to get total
To determine the unit value of a particular soil in each county, the top assessed parcel value
~

dollar value is multiplied by the soil rating. _/

Within the parcel, the unit value is then multiplied by the number of acres of each soil type to give the total value for
that type of soil. After each soil type is calculated, the dollar values are then added together to determine the total value
of the parcel.

Again, this is the starting point for valuing the parcel. The Director of Equalization may need to make adjustments to
ensure uniform and fair valuations for all of the agricultural land in the county.

/'
Example - Assessed Value of a Parcel )
Map Unit Rating Acres Unit Value Total
The rating of each soil type in the parcel is multiplied by the top dollar C - S . e : =
value per acre to determine the entire parcel’s value. rop Sots
Crop s0il CTh it value of $1,253.06 ($1,808.17 x .693 ° CT 093 |42 [$1.25306 | $5262860
(]
rop soll CT has a unit value of $1,253.06 (31,808.17 x .695) o FAA 868 |41 [$156949 | $64,349.15
e Non-Crop soil ACD has a unit value of $149.36 ($386.95 x .386) e GR 10 17 $1.808.17 $30,738.89
The unit value of each soil type is multiplied by the number of acres of  |Non-Crop Soils
that soil type in the parcel. e ACD 386 |44 $149.36 $6,571.96
s . 1 227.91 ,646.62
These individual results are added together to get the total assessed ° HC >89 6 $ 9 $3,646.6
parcel value TOTAL 264 $157,935.22
&
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Adjustments to the Assessed Value

/In_ South Dakota, property cannot be assessed for \

The productivity value formula is a starting point for assessing
agricultural land. The assessed value of agricultural land may be
adjusted due to the following factors which may affect productivity
(SDCL 10-6-131):

e Location, size, soil survey statistics, terrain, topographical
condition, climate, accessibility, or surface obstructions,
including shelterbelts.

If a property owner feels their land may have one of these limiting
factors, they can request an ag land adjustment by applying online
or contacting their county Director of Equalization office.

more than its actual value and must be assessed
equitably in relation to other property in the county.
A property owner should ask:

(1) "Could I sell the property for this amount?"

(2) “Is my property assessed consistently with
similar property in my county?”

e If the answer to either question is "no,” the
property owner should talk to their county
Director of Equalization. The Director can
provide additional information on how land in

\ the county is assessed.

_/

A property owner can discuss their land assessment at any time during the year. Depending on the timeframe, the
assessment may not be able to be adjusted until the future year’'s assessment.

e If a property owner wishes to appeal their property assessment for a current taxation year, review the Appeal

Process Guide for the steps and timeframe to follow.

Summary of Ag Land Productivity Formula

South Dakota State University compiles the following data The Department of Revenue then
from USDA/NASS for each county: calculates an 8-Year Olympic average of
Cropland Non-Cropland —_— the USDA/NASS data.
* Acres planted * Cashrents This gives the gross revenue per acre for
D SR EEEEY both cropland and non-cropland.
e Yields per acre \_ Y,
e Statewide crop prices
. J |
Gross revenue per acre is then entered into
Average value per acre is divided by the weighted soil rating the productivity formula.
to give the top dollar value per acre.
<« | [gross revenue per acre x landowner’s share] +

average value per acre + weighted soil rating =
top dollar value per acre

1

Projected top dollar for cropland or non-cropland is then
multiplied by soil rating which is then multiplied by number
of acres which gives assessed value for a particular parcel.

top dollar value per acre x soil rating x number of acres =
total value for soil type
add all soil types together = total assessed parcel value

Contact Us

[cap rate] = average value per acre

Cropland Non-Cropland

Landowner’s Share 35% 100%
Capitalization Rate 6.6% 6.6%
\Z _/

If you have any questions, please contact the South Dakota Department of Revenue.

Call toll-free: 1-800-829-9188 (option 2)
Property Tax Division Email: proptaxin@state.sd.us
Website: https://dor.sd.gov/

Mailing address and office location:

445 East Capitol Ave
Pierre, SD 57501

South Dakota Department of Revenue
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Owner-Occupied
DEPARTMENT OF REVENUE CIOSSificqtio n

https://dor.sd.gov/ 1-800-829-9188 (Option 2)

The purpose of this document is to provide a general overview of the owner-occupied

classification. It is not intended to answer all questions that may arise. The information D ece m b e r 2 O 2 2

contained in this fact sheet is current as of the date of publication.

Overview

Any South Dakotan who owns and occupies a home as their primary residence can receive the owner-occupied
classification. The primary benefit of the owner-occupied classification is ~ N
a reduced school general fund levy (SDCL 10-13-39). A levy is the tax rate needed to distribute
the tax burden evenly among all property

Owner-occupied classification reduces only the school general levy. All within a jurisdiction.

other levies, such as county, city, and school special education are the
exact same for all types of property. It is represented by dollars per one
thousand of taxable valuation.

Definition of Owner

To receive the owner-occupied classification, the homeowner must be the owner as recorded by the director of
equalization in the county where the home is located and the dwelling must be used as the principal residence of the
property owner(s).

An owner can be:

e Ajoint tenant The term principal residence is the

e An owner of a life estate address used for voter registration.
e A partner

e A person owning an interest in a limited liability company
A property owner can only

claim one owner-occupied
e A vendee of a contract for deed classification in the state.

e A person owning an interest in a corporation

e A beneficiary of a trust
There are a few additional allowances where a property could receive an owner-occupied classification:

= If the dwelling is being occupied by the parent of the owner, then the parent is considered the owner and
occupant of the property.

= If the dwelling is occupied by an adult with a disability, and the parent of the adult with disability is the owner,
then the adult with a disability is considered the owner and occupant.

Contractor’s Owner-Occupied

Any contractor that has constructed or is constructing a dwelling for the purpose of selling it to be occupied as a single-
family dwelling can receive owner-occupied classification on the home.

A contractor can only hold up to four owner-occupied properties statewide. The four properties may not be classified as
owner-occupied for more than two years. The owner-occupied status of the four properties does not affect the
classification of the contractor’s personal residence unless it is under construction.

If any portion of the dwelling under construction is (or was) occupied, the contractor can only get the unoccupied
portion classified as owner-occupied (SDCL 10-13-45).
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Qualifying Property

The owner-occupied classification can be applied to a single-family dwelling, one (attached or unattached) garage, and
the parcel of land where the home sits.

A single family dwelling is defined as a:

e House

e Condominium Apartment

e Residential Housing Consisting of Four or Less Family Units
e Town House/Town Home

e Manufactured or Mobile Home

If the owner of a dwelling occupies fifty or more percent of the living space, then the entire dwelling meets the owner-
occupied classification. However, if the owner occupies less than fifty percent of the living space of a dwelling, then only
the portion occupied meets the owner-occupied classification.

Multiple parcels of land could be classified as owner-occupied if they are contiguous and are used as one property.
Parcels may be considered contiguous if separated by a street or alley from the parcel containing the owner-occupied
house.

Checking for Owner-Occupied Status

Homeowners should check their county notices to verify whether their property is currently classified as owner-occupied.

By looking at their most recent tax bill or assessment notice, a homeowner should see a denotation of an ‘OO’ or some
variation of an abbreviation of the words ‘'owner-occupied’. The local county director of equalization’s office can also
look up the homeowner's property and let them know if they have the classification or not.

Applying for Owner-Occupied Classification

Homeowners and contractors may apply for the owner-occupied classification through their local county director of
equalization or submit an electronic form on the Department of Revenue’s website at https://sddor.seamlessdocs.com/

sc/master-forms.

Once approved for the owner-occupied classification, no further
applications are needed.

The property will continue with the classification until the home is sold
or there is a change in use of the property.

A director of equalization may periodically review the owner-occupied classification to ensure the program is being
appropriately applied (SDCL 10-13-39.2). There is a penalty for receiving an owner-occupied classification by
misrepresenting someone’s ownership or occupancy of the dwelling (SDCL 10-13-40.3).

For more information on property taxes, see the Property Tax 101 Tax Fact.

Contact Us

If you have any questions, please contact the South Dakota Department of Revenue.

Call toll-free: 1-800-829-9188 (option 2)

Property Tax Division Email: proptaxin@state.sd.us

Website: https://dor.sd.gov/

Mailing address and office location: South Dakota Department of Revenue
445 East Capitol Ave
Pierre, SD 57501
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Renewable Energy
Facility

(Wind & Solar)

DEPARTMENT OF REVENUE

https://dor.sd.gov/ 1-800-829-9188 (Option 2)

The purpose of this document is to provide a general overview of the taxation of renewable

energy facilities. It is not intended to answer all questions that may arise. The information O Cto b er 2 O 2 2
contained in this fact sheet is current as of the date of publication.

Renewable Energy Facility Definitions (SDCL 10-35-16)

A “renewable energy facility” is defined as any wind farm or solar facility. ( View the following guides to learn

more about sales and use tax and

A “wind farm” is defined as any property used or constructed for the ) )
contractor’s excise tax.

purpose of producing electricity for commercial purposes utilizing the
wind as an energy source and with a nameplate capacity of at least five Sales Tax Guide
thousand kilowatts.

Contractor’s Excise Tax Guide

G
A “solar facility” is defined as any property used or constructed for the purpose of producing electricity for commercial
purposes utilizing solar radiation as an energy source and with a nameplate capacity of at least five thousand kilowatts.

Wind Farm Taxation

The property taxes on wind farms differ from how agricultural land, owner-occupied, and other properties are taxed.
Instead of real property taxes, wind farms that produce more than five thousand kilowatts pay the following alternative
taxes:

e Nameplate Capacity Tax (SDCL 10-35-18); and
e Production Tax (Taxation rates differ based on when a wind farm facility began producing power.)

No taxes are due while the wind farm is under construction. The wind farm will begin paying taxes the year after the

commercial operation date. /_ \
Example:

Wind Farm First Producing Power between July 1, 2007 If a wind farm started producing power on January 1,
2018, how much tax would be payable in 2019 for the

and March 30, 2015 2018 tax year? The wind farm consists of 40 towers

. . . each capable of producing 1.50 megawatts of
* Nameplate capacity tax: $3.00 multiplied by the nameplate electricity and the wind farm generate electricity at

capacity of the wind farm. Nameplate capacity is the number | 40% efficiency. Remember: 1 megawatt = 1,000

of kilowatts a renewable facility can produce. kilowatts.
e Production tax: $.00065 per kilowatt hour of electricity Nameplate Capacity Tax
produced by the wind farm (SDCL 10-35-19). o 40 towers x 1.5 megawatts = 60 megawatts

e 60 megawatts x 1000 kilowatts = 60,000 kilowatts

Wind Farm First Producing Power on or after March 31,
e 60,000 x $3.00 = $180,000

2015

e Nameplate capacity tax: $3.00 multiplied by the nameplate
capacity of the wind farm. Nameplate capacity is the number | 40 towers x 1.5 megawatts = 60 megawatts

Production Tax

of kilowatts a renewable facility can produce. e 60 megawatts x 1,000 kilowatts = 60,000 kilowatts
e Production tax: $.00045 per kilowatt hour of electricity ® 60,000 x 24 hours x 365 days = 525,600,000 (Full
produced by the wind farm (SDCL 10-35-19.1). production level)
e 525,600,00 x 40% = 210,240,000 (Actual amount of
There is one wind farm in South Dakota which began producing kilowatts of electricity produced)
electricity prior to July 1, 2007. This wind farm is assessed and e 210,240,000 x $.00045 = $94,608
taxed like real property. K _j
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Solar Facility Taxation

¢ Nameplate capacity tax: $3.00 multiplied by the nameplate capacity of the solar facility. Nameplate capacity is
the number of kilowatts a renewable facility can produce. (SDCL 10-35-18)

e Production tax: $.00090 per kilowatt hour of electricity produced by the solar facility. (SDCL 10-35-19.1)

Wind Farm & Solar Facility Revenue Distribution (SDCL 10-35-21)

Wind farm and solar facility annual reports and taxes are due February 1 each year to the Department of Revenue.

Nameplate Capacity Tax Distribution
e 100% to the Renewable Facility Tax Fund.

Production Tax Distribution

e 80% to the State General Fund; and
e 20% to the Renewable Facility Tax Fund.

Payments are remitted to the counties prior to May 1 from the Renewable Facility Tax Fund. Upon receipt of the taxes,
the county auditor distributes the taxes among the school districts, the county, and the organized townships where a
wind tower or solar facility is located. The distribution rates are:

e 50% to the school district(s);
e 35% to the county;
e 15% to the organized township(s).

If a wind farm or solar facility is located in more than one county, each county receives a proportionate share of the
collected tax equal to the wind towers or solar facilities located in the county.

Wind Farm Revenue Impact on the State Aid to Education Formula*
Wind farms that started producing power prior to July 1, 2016:

o All of the school portion of revenue distributed counts as local effort.

Wind farms that started producing power after July 1, 201é:

e For the first 5 years after construction completion, 100% of the revenue is considered outside the state aid
formula.

e Year 6 - 20% is considered as local effort while 80% is not.

e Year 7 - 40% is considered as local effort while 60% is not.

e Year 8 - 60% is considered as local effort while 40% is not.

e Year 9 - 80% is considered as local effort while 20% is not.

e Year 10+ - 100% is considered as local effort.

Effective July 1, 2021:

If a wind farm begins producing power for the first time between October 1 and December 31 in a calendar year, any
revenues generated for that time period must be retained by the school district and that time period may not be
counted against the first five-year period (SDCL 13-13-10.1).

*For more information regarding the state aid to education formula, contact the South Dakota Department of
Education.

Contact Us
If you have any questions, please contact the South Dakota Department of Revenue.

Call toll-free: 1-800-829-9188 (option 2)

Property Tax Division Email: proptaxin@state.sd.us

Website: https://dor.sd.gov/

Mailing address and office location: South Dakota Department of Revenue
445 East Capitol Ave
Pierre, SD 57501

2| October 2022 | South Dakota Department of Revenue | Renewable Energy Facility (Wind & Solar)



http://sdlegislature.gov/statutes/Codified_laws/DisplayStatute.aspx?Statute=10-35-21&Type=Statute
http://sdlegislature.gov/statutes/Codified_laws/DisplayStatute.aspx?Statute=10-35-18&Type=Statute
http://sdlegislature.gov/statutes/Codified_laws/DisplayStatute.aspx?Statute=10-35-19.1&Type=Statute
https://sdlegislature.gov/Statutes/Codified_Laws/2041637
mailto:proptaxin@state.sd.us
http://dor.sd.gov/

'6EL'S6$ PaAIadal saniu3
JUSWIUIBAOY) |BI0T PUB §/0'Z9$% PRAISI31 pun4 |BJauaX) ajels ay] 'xe} uononpoid pue xey fyneded

alejdaweu ul 8T8'/ST$ pred yoiym uonesado ul wiey Jejos T sem a1yl ‘pzoz ul a|qehed saxe)} 104

WD ID|OS

L£9'69Z'T$ sdiysumoj «

€¥2'960'v$ :S9UNO)) -

088'S9£’S$ S|00YdS -

‘219M saxe)} Juawuianob |ed0] 3yl Jo umopyealq a3y

'092'TEL'0TS PaAI2d3) S311IUT JUBLWIUIDAOY)
_|e207 pue 99T'0S0'y$ PaAI2I3I pun |eIauaD) 3jelS 3y "Xe} uoipnpoid pue xe} Aypeded ajejdaweu
Ul 9Z6'T8L'vT$ pred ydiym uonesado ul Swiej puim 9z a19m 313yl ‘yzoz ul 2|jqeded saxe) 104

(s)diysumoy paziuebio ay) 03 %ST -
(s)A3unod 3yl 0} %SE -

($)12L3S1P |O0YDS 3Y3 0} %0S
:2Je S3)eJ uonNqulsIp ay|

AJunod a3y} 0} pajedojje si xe} ay} Jo uoniod ey} ‘diysumo} paziuebioun ue
Ul Paled0] SI JAMO} PUIM B USYAA "P31eI0| SI Jamo]} puim e asaym sdiysumo) paziuebio ayj pue ‘QJunod
3yl ‘'spulsip jooyds ayl buowe saxe} ay} sajedo|e Joypne AJunod ay} ‘saxe} ay} Jo 1didas uodn

‘Pun4 |BJ3UI5) 3)elS Ay} 0} pajisodap si xel uondnpoid 3y} JO Japulewsl

3y 1eal yoea T Aepy 03 Joud s3a13UNOD 3AIDAAS3L Y] 0} pPanliwal ale pPajdla||od xe} uondnpoud

ay3 10 %0z pue xe} Ayneded ajejdaweu ay} Jo ||V "‘Pun4 xe] Ayjne4 ajgemaudy ayl ojul payisodap 12D
yoiym ‘saxe} Apadoud eas jo peajsul xe} uonpnpoud e pue xel Aypeded Sm_amEmc e Aed swuej puipy

SUWID4 PUIM




Property Tax
DEPARTMENT OF REVENUE Discretionary FormUIG

https://dor.sd.gov/ 1-800-829-9188 (Option 2)

The purpose of this document is to provide a general overview of the property tax discretionary
formula. It is not intended to answer all questions that may arise. The information contained in Au g u S‘t 202 2
this fact sheet is current as of the date of publication.

Overview

The property tax discretionary formula is a tax incentive tool to help promote economic development in South Dakota.
The discretionary formula provides a tax break on applicable new structures and additions for up to five or seven years.
(SDCL 10-6-137)

e The formula can be implemented by a county by the passage of a resolution.

e A city may also implement a discretionary formula if the county does not already have one established.

Formula Options

The resolution must specify which types of structures will be receiving the incentive and what the level of tax break,
or "formula,” will be.

For non-residential structures, the governing body can choose any level of tax break for five years.

¢ An example formula is 20-40-60-80-100. This formula means that in the first year, the property owner will
have to pay taxes on 20% of the structure’s value. In the second year, the property owner will pay taxes on
40% of the value. The formula will adjust each year until the fifth year where the property owner is paying
taxes on the full value of the structure.

e The governing body can pass any variation of the discretionary formula for agricultural, commercial, and
industrial structures. The formulas may vary for each structure type.

= Some governing bodies use a 0-0-0-0-0 formula, which means the structure is tax free for the first five
years.

= Other governing bodies give less of a tax break than the baseline formula, like 25-50-75-100-100.

For housing structures, the formula must be for seven years and has certain requirements on the level of
tax break.

e For commercial residential, affordable housing, and residential structures located in a redevelopment
neighborhood, the formula must be seven years and cannot be more than 25% in the first and second year,
not more than 50% in the third and fourth year, not more than 75% in the fifth and sixth year, and must be
100% in the seventh year.

e An example is the baseline formula of 25-25-50-50-75-75-100. This formula means that in the first and
second years, the property owner will have to pay taxes on 25% of the housing structure's value. In the
third and fourth years, the property owner will pay taxes on 50% of the value. The formula will adjust each
year until the seventh year where the property owner is paying taxes on the full value of the structure.
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Determining the Discretionary Formula

Once a discretionary formula is passed, either by a county or a city, it automatically applies to all applicable structures or
additions. There is no application required by the property owner. The County Director of Equalization will automatically
adjust the values through the assessment system to ensure the appropriate percentage is applied.

If a discretionary formula exists, a county or city cannot refuse its application to any qualifying property.
e This includes properties within a Tax Increment Financing (TIF) District (SDCL 10-6-137).
e The only way a discretionary formula can be disregarded on a qualifying structure is if the property owner waives

the right to the incentive (SDCL 10-6-137).

Resolution Process

The local governing board should follow the resolution process established by law.

e Counties - SDCL ch. 7-18A
e Municipalities - SDCL ch. 9-19
The resolution can establish the same formula for all building types or each building type can have a separate formula.

For non-residential structures, a county's formula will overrule a city formula. A city is allowed to pass its own formula
that would overrule a formula implemented by the county when the city is dealing with commercial residential,
affordable housing, or residential within a redevelopment neighborhood. However, the city must stay within the
maximum requirements outlined above.

Structure Types Eligible for a Discretionary Formula

Structure Type Description

Building Requirements: Four or more new units; monthly rental rate at or below
the calculated rent for South Dakota's sixty percent area median income set annually
by the SD Housing Development Authority; for a minimum of ten years following
Affordable Housing (SDCL 10-6-137(6)) the date of first occupancy. For more information on the rental rate, call 605-773-3181.
Minimum Value for Eligibility: $30,000

Length of Formula: Seven years

Maximum Formula: 25-25-50-50-75-75-100

Building Requirements: New structure or addition
Nonresidential Agricultural (SDCL 10-6-137(3))  |Minimum Value for Eligibility: $10,000
Length of Formula: Five years

Building Requirements: New structure or addition.
Commercial (SDCL 10-6-137(4)) Minimum Value for Eligibility: $30,000
Length of Formula: Five years

Building Requirements: Reconstruction or renovation.
Minimum Value for Eligibility: $10,000
Length of Formula: Five years

Commercial, Industrial, or Agricultural
(SDCL 10-6-137(8))

Building Requirements: New structure or addition (four or more units).
Minimum Value for Eligibility: $30,000

Length of Formula: Seven years

Maximum Formula: 25-25-50-50-75-75-100

Building Requirements: Land only.
Developer Lots (SDCL 10-6-144) Minimum Value for Eligibility: N/A
Length of Formula: Five years

Commercial Residential (SDCL 10-6-137(5))

Building Requirements: New structure or addition.
Industrial (SDCL 10-6-137(2)) Minimum Value for Eligibility: $30,000
Length of Formula: Five years

Building Requirements: New structure, addition, renovation, or reconstruction.
Industrial & Commercial (SDCL 10-6-137(1)) Minimum Value for Eligibility: $30,000
Length of Formula: Five years

Building Requirements: New structure, addition, or renovation in a redevelopment

Residential within a Redevelopment neighborhood (SDCL 11-7-2 and SDCL 11-7-3)
Neighborhood Minimum Value for Eligibility: $5,000
(SDCL 10-6-137(7)) Length of Formula: Seven years

Maximum Formula: 25-25-50-50-75-75-100
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Impact on State Aid to Education Funding

The baseline discretionary formula for non-residential structures is 20-40-60-80-100. The baseline discretionary formula for residential
structures is 25-25-50-50-75-75-100 (SDCL 13-13-20.4). If a governing board chooses to pass a discretionary formula that gives a larger
tax break than the baseline, then the school district must be made whole in terms of the state aid to education funding.

e The county auditor must impose an additional levy on all properties within that school district for both the general and special
education funds.
e The levy is based on the difference between tax generated from the baseline formula and the actual formula passed.

(Exampie: )

County Formula
e A county passes a formula for commercial of 0-0-0-0-0, which means the structure is tax free for the first five years.

Property Value
e The property has a value of $500,000.

Impact on State Aid to Education Funding

e By providing a tax break more than the established baseline discretionary formula, the county agrees to make up for the
differences in taxes for the state aid formula calculation.

e For the first year, the baseline discretionary formula would have required this property owner to pay taxes on 20% of the value
($500,000 x 0.2 = $100,000). This equals $400,000 in exempted value ($500,000 - $100,000).

e Based on the formula the county established, the property owner is receiving an exemption on the full property value
($500,000). The county is giving an additional tax break of 20% in the first year ($100,000).

e The Department of Revenue provides the county auditor with the amount of taxes that would have been generated because of
the additional tax break for both the school general and special education funds. The county auditor will calculate the
additional levy for that amount of taxes.

e The above process will be completed annually for the remaining four years, based upon the county’s adopted discretionary
formula.

o _
@lmple: \

City Formula

e A city passes a formula for affordable housing of 10-10-20-20-40-40-100, which means the structure is receiving a larger tax
break than the baseline formula.

Property Value
e The property has a value of $500,000.

Impact on State Aid to Education Funding

e The education funding formula must be reimbursed by calculating the difference between the actual tax break versus the break
that is allowed by the baseline discretionary formula.

e For the first year, the baseline discretionary formula would have required this property owner to pay taxes on 25% of the value
($500,000 x 0.25= $125,000). This equals $375,000 in exempted value. ($500,000 - $125,000).

e Based on the formula the city established, the city is giving an additional 15% tax break in the first year. The property owner
only has to pay taxes on 10% of the value, and therefore is receiving an exemption of $450,000.

e The Department of Revenue provides the county auditor with the amount of taxes that would have been generated because of
the additional tax break for both the school general and special education funds. The county auditor will calculate the
additional levy for that amount of taxes.

\o The above calculation will continue for the remaining six years based on the city's adopted discretionary formula. _/
Contact Us
If you have any questions, please contact the South Dakota Department of Revenue. Call toll-free: 1-800-829-9188 (option 2)
Property Tax Division Email: proptaxin@state.sd.us Website: https://dor.sd.gov/
Mailing address and office location: South Dakota Department of Revenue

445 East Capitol Ave
Pierre, SD 57501
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Tax Increment
DEPARTMENT OF REVENUE Finq nCing (TI F)

https://dor.sd.gov/ 1-800-829-9188

The purpose of this tax fact is to provide general guidelines and information on how Tax
Increment Financing districts impact cities, counties, schools, and taxpayers in South J u | 2 O 2 4
Dakota. It is not intended to answer all questions that may arise. The information y

contained in this fact sheet is current as of the date of publication.

Tax Increment Financing

Tax Increment Financing, or TIF, is a tool to help local governments improve /‘ \

and further develop their communities. . .
L , . Examples of TIF projects include:
e Municipalities and counties can capture additional tax revenue to

make the improvements they need. e General public infrastructure
e This provides incentives to attract businesses or help existing IARIERENERS
businesses expand, without tapping into general funds. = Streets
= Sewer
= Water

TIF is a way to finance infrastructure improvements in a defined geographic

. . . - Redevelopment of buildin
area. This area is known as a tax increment financing district, or TIF district. 0 ReearEiopmRi e lulklings

o . o e Cleaning up polluted areas
e ATIF district can be created by either a municipality or by a county. e Providing infrastructure to develop a

site for new industrial or commercial

A tax increment is the difference between the amount of property tax use
e Improving historic and downtown

revenue generated before a TIF district is created and the amount of busi district
property tax revenue generated after. K usiness districts —/

The property in a TIF district is valued in the same manner as any other property. The property in a TIF district is taxed in
the same manner as any other property.

How Does a Tax Increment Financing (TIF) District Work?

Once a TIF district is created, special bonds or private financing are used to pay for qualified improvements.

e Costs to be financed must be "public” in nature. This means the project must have public ownership, or if pri-
vately owned, there must be some public use or benefit.

e The cost of these improvements varies based upon the project being proposed.

The project costs are paid from the money generated by the tax increment, or the difference between the amount of the
property tax revenue before the TIF district is created and the tax revenue generated after.

e The county, school district, and municipality will continue to receive the same tax revenue they received prior to
the creation of the TIF district.

e After the project costs are paid off, the county, school district, and municipality will begin sharing the total prop-
erty tax revenue.
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Example:

A parcel of bare land is valued today at $7,000. Once the TIF project
is completed the property is expected to have a value of $1,730,000. )
During the life of the TIF: <&

Taxes from
$1,730,000
of value

= The county, school district, and municipality will continue

to receive the taxes upon the base value of $1,000. S
goes to city,
school, &

= The tax revenue created due to the increased value of the D

county

property as it develops goes towards payment of the
project costs.

o After the TIF is paid off:

= The property tax revenue from the entire value of
$1,730,000 will be divided up among the taxing entities.

Increment
Monies Used to
Pay Off TIF Costs

$1,000 of
value

Taxes from $1,000 continues to
8o to city, school, & county

Up to 20 Year:

Today During TIF After TIF

=

Steps to Establish a TIF District

_/

The specific procedures for creating a TIF district are outlined in SDCL Ch. 11-9. The following is a brief summary of the

process. Counties and municipalities should consult legal counsel throughout the process of creating a TIF district.

Preliminary Steps:

e The planning commission for the county or municipality is required to hold a hearing on the necessity of the TIF

district. (SDCL 11-9-3)

¢ Notice of the hearing must be published between 10-30 days before the hearing. The planning commission

must also mail the notice to all taxing districts authorized to levy taxes on property within the proposed
boundaries of the TIF district. (SDCL 11-9-3)

e If the planning commission decides the TIF district is needed, the commission must make their

recommendations to the county or municipality, including the proposed boundaries of the district. (SDCL 11-9-

4)

e Fill out the South Dakota TIF Districts Establishment Submission Form

County or Municipality Approval:

e The county or municipality receives the recommendations from the planning commission. The county or
municipality then considers whether to approve the recommendations.

e Local authorities then request the Department of Revenue make a preliminary classification determination prior
to the TIF district approval by the county or municipality. For more information on the classification process, see

Tax Increment Financing Guidelines for Local Governments.

e If the recommendations of the planning commission are accepted, the county or municipality must adopt a

resolution officially creating the TIF district. The resolution will include: the name, the legal boundary
description, and the project plan for public improvements of the TIF district. (SDCL 11-9-5)

= The resolution must also include the following (SDCL 11-9-8):

(1) Not less than twenty-five percent, by area, of the real property within the district is a blighted area or

not less than fifty percent, by area, of the real property within the district will stimulate and develop the

general economic welfare and prosperity of the state through the promotion and advancement of industrial,

commercial, manufacturing, agricultural, or natural resources; and

(2) The improvement of the area is likely to enhance significantly the value of substantially all of the other

real property in the district.
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Steps to Establish a TIF District (cont.)

Certification of Base Value:

e The municipal finance officer or county auditor must submit a written request to the Department of Revenue to
certify the base value of the TIF district. (SDCL 11-9-20)

= The base value of a TIF district is the assessed value of all property within the district boundaries at the time
the district is created. The Department of Revenue calculates the base value using the valuations that were

9-20)

last certified by the department as of the date the request to determine the base value is received. (SDCL 11-

e A municipality or county should submit the request to certify the base value as soon as possible after the
creation of the TIF district. The request must include all related information to the district (resolution, project

plan,

and certification request form).

= The application must include a detailed parcel list of all legal descriptions, property ownership, and
valuation, as provided by the county director of equalization.

Once the municipality or county receives the base value from the department, they may then begin incurring project
costs to do the infrastructure improvements. (SDCL 11-9-33)

e If bonds are issued, they can not be issued for an amount more than the total project costs. (SDCL 11-9-35)
e The bonds can not mature more than twenty years from the date of issuance. (SDCL 11-9-35)

TIF Classification Types

TIF district classification is a vital component of the TIF process. The purpose of classification is to determine how the
increment value generated within the TIF district is treated in the state-aid to education formula. The below chart
outlines the three TIF classifications, some examples of projects within those classifications, and the classification’s
impact on the state-aid to education formula.

Classification Definition

Example Projects

Impact on State-aid to

industrial by the governing body that has zoning

authority over the land contained within the TIF district.

(SDCL 13-13-10.2)

for commercial
or retail
development

Local Local classification is the default classification. Unless | o pyblic Included in local effort
the TIF district meets the definition of an Industrial, infrastructure
Economic Development, or Affordable Housing TIF improvements e The county auditor is required to
district, it is a Local TIF district. for housing that impose an additional school levy on
) ) does not meet all real property within any impacted
. The projects ugually bepeflt the local g.overnme.nt the Affordable school district to hold the district(s)
instead of having a regional or statewide benefit. Housing harmless.
requirements
Industrial Industrial classification includes an area where activities | o Animal Not included as local effort in the state
are recognized as industrial by zoning authorities. processing plant | aid calculation
(SDCL 13-13-10.2)
. . . e Ethanol plant e Exempt from imposing an additional
e Including any factory or business whose primary school levy on all real property
business is the manufacturing or assembly of within the district (SDCL 13-13-10.9)
goods, the processing of raw materials, and the
wholesale of products for resale.
Economic Economic development classification includes any area |e pyplic Not included as local effort in the state
Development | where there is or will be one or more businesses infrastructure aid calculation
engaged in any activity defined as commercial or improvements

e Exempt from imposing an additional
school levy on all real property
within the district (SDCL 13-13-10.9)

Affordable

: Affordable Housing classification includes an area e Housing Not included as local effort in the state
Housing where: development aid calculation
1. The original selling price of any house in the infrastructure - - -
district%vill be at (?r Fk))elow the ¥irst-time Improvements ° Exﬁmﬁtl LT lmlpl)osmlg <00 elitione]
. oo e t
homebuyer purchase price limit being used by the . school Jevy on all réal property
South Dakota Housing Development Authority as ¢ (I;|ousllng t within the district (SDCL 13-13-10.9)
of the date the house is sold; OR evelopmen
2. The monthly rental rate of all multifamily housing |® Workforce
units in the district will be at or below the housing
calculated rent for the state's eighty percent area
median income as of the date the district is
created, for a minimum of five years following the
date of first occupancy.
For more information on the Affordable Housing
criteria, call the South Dakota Housing Development
Authority at 605-773-3181.
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Tax Increment Financing (TIF) FAQ’s

Who monitors the TIF process?

e Counties and municipalities oversee the progress of the TIF district.

Can TIF districts be changed?

e Yes. ATIF district project plan can be changed within the first five years for unanticipated costs or scope of work
changes. Boundaries cannot be changed.

When does a TIF district terminate?

e ATIF district can exist for up to 20 years under SDCL 11-9-25. Any TIF district may be terminated earlier if all
financial obligations are paid off and the county or municipal board passes a resolution to dissolve the TIF
district.

Will my property taxes increase due to a TIF district?

e If the TIF district is classified as Local, there may be a small additional levy added to your school levy. If the TIF
district is classified as Industrial, Economic Development, or Affordable Housing, no additional levy will be
applied. Contact the municipality or county to confirm the impact of a TIF Histrict on your property taxes.

Will the TIF affect school funding?

e No. The State of South Dakota uses a formula to calculate the amount of general funding distributed to a school
district each year. A portion of the money going into the formula is funded by taxes collected by the state, and a
portion is funded by local property taxes. The formula is designed to hold the school district harmless when a TIF
district is created.

Who controls TIF funds and makes the project payments?

e The counties collect TIF revenue through the property tax process, and any taxes paid on the increment value
are deposited to the TIF fund associated with the TIF project. All project costs are paid out of this fund by the
county or municipality who created the TIF district.

Will my tax dollars be used to make TIF project payments?
e Only taxes paid by properties within the TIF district boundaries will be used to pay the project costs.

What are the opportunities for public input?
e During the process of establishing a TIF district, there are many opportunities for public participation. There are

opportunities for input during both the planning commission hearings and the city council/county commission
meetings.

What is an allowable project cost?

e Expenses that may be included as an allowable project cost include capital costs, including the actual costs of
the construction, financing costs, real property assembly, professional fees, administrative costs, costs associated
with relocation, organizational costs and payments and grants made, at the discretion of the governing body.
Eligible project costs can only include those costs associated with public infrastructure. They cannot include
costs associated with the building of homes or businesses. For additional information, click SDCL 11-9-15 to
read the South Dakota law that defines the allowable expenses.

Contact Us

If you have any questions, please contact the South Dakota Department of Revenue.

Call toll-free: 1-800-829-9188

Property Tax Division Email: proptaxin@state.sd.us

Website: https://dor.sd.gov/

Mailing address and office location: South Dakota Department of Revenue
445 East Capitol Ave
Pierre, SD 57501

4 | July 2024 | South Dakota Department of Revenue | Tax Increment Financing (TIF)
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Property Tax Relief Programs Summary

HOMESTEAD EXEMPTION

“Automatic” Program - SDCL 43-31-1

e |f they are 70+ vears of age, the property cannot be taken period

o However, the value of the homestead cannot exceed $170,000
e Taxes and full 10% interest still accrue and become a lien on the property
o Taxes due are not to exceed the value of the property

e If Treasurer is not notified that the individual is 70+ until after tax deed
proceedings have started, the individual must pay for costs incurred by the
county up to that point (10-23-2.5)

Reduced Interest Rate Program - SDCL 10-6C

e Eligibility for the reduced interest rate
o Must be 70 years old (or turning 70 in the year of application) or the un-
remarried surviving spouse
o Has owned a single-family dwelling for at least 3 years, or has been a
resident of South Dakota for at least 5 years
o Has resided for at least 8 months of the previous calendar year in the
home
o Must not exceed certain income limits:
» Single-member household - $17,949*
* Multi-member household - $22,436*

e Annual application deadline of April 1 to Treasurer
o Must be current on all property taxes to be eligible

e Taxes and 4% interest still accrue and become a lien on the property

e Recipient becomes ineligible for the Property Tax Refund program but can still be
eligible for the Sales Tax Refund program.

*Above incomes are for 2025 application



ASSESSMENT FREEZE FOR ELDERLY AND DISABLED - SDCL 10-6A

e Eligibility Requirements
Must have turned 65 years old OR be legally disabled
Must own the house or retain a life estate in the property
Must have owned a property and been resident of SD for at least one year
Must have resided in the house for at least 200 days during the previous
calendar year
o Must not exceed certain income limits
» Single-member household - $41,579*
* Multi-member household - $53,459*
o Property must have a full and true market value of less than $356,391.*
* Includes the house, a garage, and the lot (up to 1 acre).
o A surviving spouse may still qualify if other eligibility requirements are
satisfied.

O O O O

e Annual application deadline of April 1 to Treasurer
o However, a person failing to comply with the April first deadline for the
previous year, but otherwise qualifying for the real property tax
assessment freeze provided under this chapter, may petition the board of
county commissioners for an abatement on their tax bill.

*Above incomes and value are for 2025 application

DISABLED VETERAN EXEMPTION - SDCL 10-4-40 & 10-4-41
e Eligibility
o Property must be owned and occupied by a disabled veteran rated as
permanently & totally disabled due to a service-connected disability
Or an un-remarried surviving spouse of such a veteran

Or an un-remarried surviving spouse receiving dependency & indemnity
compensation as a result of the veteran’s service-connected death*

e Initial application deadline to Director of Equalization by November 1
o Proof of eligibility is required with the initial application
o Do not need to apply yearly

e The first $200,000 of valuation of the owner-occupied classed property is exempt
from taxation.

e Sale or transfer of the property will remove the exemption.

Department of Revenue



PARAPLEGICS PROGRAMS - SDCL 10-4-24.9 thru 10-4-24.13

There are two separate programs for paraplegic individuals. They are each unique
programs (outlined below), but both programs share the following eligibility
requirements:
o Property must be owned and occupied by a paraplegic or individual with the
loss of use of both lower extremities, or the un-remarried surviving spouse
o Property must be specifically designed for wheelchair use within the
structure

Program 1 - Tax Reduction for Paraplegics
e Income limits apply:
o less than $20,192* for a single-member household
o less than $24,679* for a multi-member household
e Taxes are reduced through the abatement process
e Annual application deadline of April 1 to County Treasurer

*Above incomes are for 2025 application

Program 2 - Exemption for Paraplegic Veterans
e The injury to the veteran applicant does not have to be service-related.
e |Initial application deadline — November 1 to Director of Equalization
o Does not require annual application
e 100% valuation exempt

MUNICIPAL PROPERTY TAX REDUCTION - SDCL 10-6B

**Rapid City is the only city that has passed an ordinance for this program**

e A portion of the property taxes the individual would pay to the city is abated
based upon a sliding income scale.

Department of Revenue
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Disabled Veteran Exemption
SDCL 10-4-40

Property must be owned and
occupied by a veteran rated as
permanently and totally disabled as
the result of a service-connected
disability. Un-remarried
widows/widowers may be eligible.

The approved exemption remains
until the property is transferred or
sold.

First $200,000 of valuation exempted
from taxation.

Deadline: November 1

Contact your County Director of
Equalization for more information.

Municipal Property Tax
Reduction for the Elderly and
Disabled

SDCL 10-6B

Only available to Rapid City
residents. Income limits apply.

Reduces your city property taxes the
year following your application.

Contact the Pennington County
Treasurer if you live in Rapid City and
need more information.

Freeze on Assessments for
Disabled and Senior Citizens

SDCL 10-6A

Individual must be 65 years of age
or legally disabled and own and
occupy the property or retain a life
estate. Un-remarried
widows/widowers may also be
eligible.

Prevents the homeowner's property
from increasing in value for tax
purposes. Income limits apply.

Deadline: April 1

Contact your County Treasurer for
more information.

Homestead Exemption

Delays the payment of property
taxes until the property is sold.
Taxes become a lien on the
property, interest and penalties will

apply.

Individual must be 70 years of age
to qualify (SDCL 43-31-1).

Qualified applicants can apply for a
lower interest rate (SDCL 10-6C).

Deadline: April 1

Contact your County Treasurer for
more information.

Sales and Property Tax Refund

Property Tax Relief Programs

Paraplegic Veteran Property
Tax Exemption
SDCL 10-2-24.10
Property must be owned and
occupied by a paraplegic veteran.

Un-remarried widows/widowers are
also eligible.

Once approved, the exemption
remains until the property is
transferred or sold.

Exempts a paraplegic veteran's
property from all property taxes.

Deadline: November 1

Contact your County Director of
Equalization for more information.

Property Tax Reduction
Program for Paraplegics

SDCL 10-4-24.11

Property must be owned and
occupied by a paraplegic or
individual with the loss of use of
both lower extremities. Un-remarried
widows/widowers are also eligible.

Allows for a reduction in the
property taxes due using a
Igra.duated income scale. Income
Imits apply.

Deadline: April 1

Contact your County Treasurer for
more information.

The refund program offers eligible senior citizens and disabled individuals to receive a yearly refund on sales or property
taxes. Returns are calculated based on your income.

Eligibility Requirements for Sales Tax Refund:

* Be at least 65 years old on or before January 1 of the current year OR disabled

* Be a South Dakota resident the entire previous year
« Must meet the annual income requirements

To be eligible for the property tax refund, individuals must meet the sales tax requirements, along with one of the

following qualifications:

+ Owned the house they are currently living in for at least 3 years
+ Owned their house for fewer than 3 years but have been a South Dakota resident for 5 years or more

Applications are accepted from May 1 to July 1. Individuals must be approved every year.

Contact the Department of Revenue for more information.



Inundated Farmlands
SDCL 10-6-126

Landowners with agricultural land inundated by floods and not farmable during the past three growing seasons may
submit an application to the director of equalization for a possible valuation reduction.

Deadline: Prior to November 1

The form maP/ be submitted by any landowner, landowner's agent, or attorney to the Director of Equalization in the county
the parcel is located in.

Buffer Strip Program
SDCL 10-6-116

Eligible riparian buffer strips can receive a reduction in the assessed value for property tax purposes. Only land within 120
feet of a listed lake, river, or stream may be classified as a riparian buffer strip and grazing is prohibited from May 1
through September 30. Once approved, the new assessed value of the eligible property will be approved for 10 years or
until the property changes use.

Deadline: October 15

Applications must be submitted to the Director of Equalization in the county where the property is located.

Renewable Resource Property Valuation Exemption Program

South Dakota state law (SDCL 10-4-44) provides a local property tax exemption for renewable energy systems less than 5
megawatts in size.

The exemption is 70% or $50,000, whichever is greater, of the assessed value of the renewable energy property. The
Director of Equalization must assess the entire structure before the exemption is applied. The valuation of the renewable
energy property is to be determined through acceptable appraisal process and in the same manner as other property.

The exemption is a continuous exemption for all cases except geothermal. Residential geothermal energy is limited to the
first four continuous years. Commercial geothermal facilities receive the exemption for the first three continuous years.
The exemption is then applied to the assessed value of the renewable energy property only.

Renewable energy property does not qualify for discretionary formula.

Any of the following that are used to produce electricity or energy qualify for this exemption:
* Wind
« Solar
* Biomass
* Hydrogen
* Hydroelectric
» Geothermal

Contact your local Director of Equalization to start the process. There is no application.

Contact Us

If you have any questions, contact the South Dakota Department of Revenue.

Call toll-free: 1-800-829-9188 (option 2)
Property Tax Division Email: proptaxin@state.sd.us
Website: http://dor.sd.gov/
Mailing address and office location:
South Dakota Department of Revenue
445 East Capitol Ave
Pierre, SD 57501

July 2024
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Property
Exempt

The purpose of this document is to answer some general questions about property taxes in
South Dakota. It is not intended to answer all questions that may arise. The information
contained in this fact sheet is current as of the date of publication.

January 2025

Property Exempt Status of Private Organizations

According to South Dakota’s Constitution, all real property is taxable, unless it is owned by Federal, State,
County or Municipal entities, or if specifically granted exemption by state law.

There are several statutes that allow certain entities, that meet ownership
and usage requirements, can become property tax exempt.

Most of these exemptions require that an annual application for property tax

exempt status is submitted to the County Director of Equalization, who
processes the applications. Final determination is made by the Board of
County Commissioners.

Allowable Exemptions

Applications to be filed
with the Director of
Equalization Office by

November 1

Most of the exemptions require that the organizations also have an IRS
exemption. However, simply having a IRS exemption does not make the
entity property tax exempt in the state of South Dakota. The entity
requesting the exemption must meet all of the requirements in codified
law, in addition to providing the appropriate IRS tax exemption number.

South Dakota Codified Laws

Properties may qualify
for a partial or full
exemption from
property taxes.

Religious Exemption SDCL 10-4-9

Charitable Exemption SDCL 10-4-9.1

Benevolent Exemption SDCL 10-4-9.2

Non-Profit Health Care SDCL 10-4-9.3

Education Exemption SDCL 10-4-13

Congregate Housing SDCL 10-4-9.4

Local Industrial Development Corporation SDCL 5-14-23

County/City Housing Commissions SDCL 11-7-72

Multi-tenant Business Incubator SDCL 10-4-39

e

~

—
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Property must be owned by
and used exclusively for the
purpose of the exemption.

/
~

Religious organizations and
cemeteries are not required
to submit an annual
application.




South Dakota Codified Law Reference Sheet

10-4-9. Property owned by religious society and used exclusively for religious purposes exempt--Sale of property by religious society.

Property owned by any religious society and used exclusively for religious purposes, is exempt from taxation. Property of a religious society is exempt from taxation if such
property is a building or structure used exclusively for religious purposes, is a lot owned by a religious society for the exclusive purpose of parking vehicles owned by mem-
bers of such society and is not rented or leased to nonmembers of such society, is an educational plant owned and operated by a religious society or is a building or struc-
ture used to house any cleric of a religious society. However, any property which is sold by a religious society under a contract for deed shall be taxed as other property of
the same class, unless such property is sold to an entity which is exempt from taxation pursuant to this chapter and the property is used for an exempt purpose.

10-4-9.1. Property owned by public charity and used for charitable purposes exempt.

Property owned by a public charity and used for charitable purposes is exempt from taxation. A public charity is any organization or society which devotes its resources to
the relief of the poor, distressed, or underprivileged. A public charity shall receive a majority of its revenue from donations, public funds, membership fees, or program fees
generated solely to cover operating expenses; it shall lessen a governmental burden by providing its services to people who would otherwise use governmental services; it
shall offer its services to people regardless of their ability to pay for such services; it shall be nonprofit and recognized as an exempt organization under section 501(c)(3) of
the United States Internal Revenue Code, as defined by § 10-1-47; and it may not have any of its assets available to any private interest.

10-4-9.2. Property owned by benevolent organization and used exclusively for benevolent purposes exempt--Exception.

Property owned by a benevolent organization and used exclusively for benevolent purposes is exempt from taxation. A benevolent organization is any lodge, patriotic organ-
ization, memorial association, educational association, cemetery association, or similar association. A benevolent organization shall be nonprofit and recognized as an ex-
empt organization under section 501(c)(3), 501(c)(7), 501(c)(8), 501(c)(10), or 501(c)(19) of the United States Internal Revenue Code, as defined by § 10-1-47. However, if any
such property consists of improved or unimproved property located within a municipality not occupied or directly used in carrying out the primary objective of the benevo-
lent organization owning the same, such property shall be taxed the same as other property of the same class is taxed. However, if any such property consists of agricultural
land, such property shall be taxed the same as other property of the same class is taxed. For the purposes of this section, an educational association is a group of accredited
elementary, secondary, or postsecondary schools. For the purposes of this section, a benevolent organization also includes a congressionally chartered veterans organization
which is nonprofit and recognized as an exempt organization under section 501(c)(4) of the United States Internal Revenue Code, as defined by § 10-1-47.

For purposes of this section, benevolent purpose means an activity that serves the poor, distressed or underprivileged, promotes the physical or mental welfare of youths or
disadvantaged individuals, or relieves a government burden.

10-4-9.3. Property owned by nonprofit corporation, organization, or society and used primarily for health care and related purposes exempt.

Property owned by any corporation, organization, or society and used primarily for human health care and health care related purposes is exempt from taxation. Such corpo-
ration, organization, or society shall be nonprofit and recognized as an exempt organization under section 501(c)(3) of the United States Internal Revenue Code, as defined
by § 10-1-47, and none of its assets may be available to any private interest. The property shall be a health care facility licensed pursuant to chapter 34-12, orphanage, men-
tal health center or community support provider regulated under chapter 27A-5, or camp. The facility shall admit all persons for treatment consistent with the facility's ability
to provide health care services required by the patient until the facility is filled to its ordinary capacity and conform to all applicable regulations of and permit inspections by
the state as otherwise provided by law.

10-4-9.4. Congregate housing facility owned by nonprofit corporation, organization, or society exempt--Conditions.

Any congregate housing facility owned by a corporation, organization, or society is exempt from certain property taxes, if the facility provides certain health care services and
is recognized as an exempt nonprofit corporation, organization, or society under section 501(c)(3) of the United States Internal Revenue Code, as defined by § 10-1-47, and if
none of its assets are available to any private interest. A congregate housing facility does provide health care services if the facility is an independent group-living environ-
ment operated and owned by a health care facility licensed pursuant to chapter 34-12 which offers a continuum of care, residential accommodations, and supporting ser-
vices primarily for persons at least sixty-two years of age or disabled as defined pursuant to chapter 10-6A. Supporting services include the ability to provide health care and
a food service that satisfies a balanced nutrition program. As part of the statement required by § 10-4-19, the owner of the congregate housing facility shall submit a state-
ment to the county director of equalization listing the health care services provided and method used to satisfy the balanced nutrition program.

In addition, no owner may apply for a property tax exemption for a congregate housing facility constructed after July 1, 2004, unless the congregate housing facility:

(1) Consists of two or more individual housing units located within one structure; and

(2) Not more than twenty-five percent of the individual housing units exceed fifteen hundred square feet.

5-14-23. Local industrial development corporation defined--Composition--Voting control--Primary objective.

For the purposes of § 5-14-22, the term, local industrial development corporation, is an enterprise incorporated under the laws of the State of South Dakota, formed for the
purpose of furthering the economic development of a community and its environs, and with authority to promote and assist in the growth and development of small busi-
ness concerns in the areas covered by its operation. The corporation shall be organized as a nonprofit enterprise and shall be composed of no fewer than twenty-five mem-
bers. A local industrial development corporation shall be principally composed of and controlled by persons residing or doing business in the locality. Such persons shall
ordinarily constitute not less than seventy-five percent of the voting control of the local development corporation. No member of the development corporation may own in
excess of twenty-five percent of the voting control in the development corporation if that member or that member's affiliated interests have direct pecuniary interest in a
project involving an application under § 5-14-22. The primary objective of the local industrial development corporation is to benefit the community as measured by in-
creased employment, payroll, business volume, and corresponding factors.

11-7-72. Commission property exempt from taxes and special assessments--Exemption terminated on transfer to private ownership--Utility and service charges
payable.

The properties of a commission are declared to be public properties used for essential public and governmental purposes, and the properties and the commission are ex-
empt from all taxes and special assessments of the first or second class municipality, the county, the state, or any political subdivision of the state, and the exemption shall
continue so long as there is outstanding:

(1) Any bond or other obligation issued by a commission which is secured by such properties or revenues therefrom; or

(2) Any agreement for payment of contributions by the federal government to the commission with respect to such properties.

For any property in the redevelopment project area, the tax exemption terminates if the commission sells, leases, or otherwise disposes of the property to a private individual
or corporation for development or redevelopment. The low-rent public housing project properties, redevelopment project properties, and housing development project
properties shall be separately categorized for exemption or nonexemption under the foregoing provisions. The commission shall in good faith proceed to discharge obliga-
tions outstanding against its properties. This section does not relieve a commission from payment of proper charges measured by the service rendered for utilities and spe-
cial services such as charges for heat, water, electricity, gas, sewage disposal, or garbage removal.

10-4-39. Exemption of facility operated as a multi-tenant business incubator.

Any facility operated as a multi-tenant business incubator and owned by an entity recognized as an exempt nonprofit corporation pursuant to section 501(c)(3), 501(c)(4), or
501(c)(6) of the United States Internal Revenue Code, as defined by § 10-1-47, is exempt from property taxation. A business incubator is any facility that supports the devel-
opment and operation of a number of small start-up businesses. Tenants of the facility may share a number of support services and the tenants may receive technical assis-
tance, business planning, legal, financial, and marketing advice. If any portion of the facility is occupied by an incubated business for more than five years, that portion of the
facility shall be taxed as other property of the same class is taxed.

2| January 2025| South Dakota Department of Revenue | Property Tax Exempt Property
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