
Joint Committee on Appropriations 
REPRESENTATIVE DAVID ANDERSON, CO-CHAIR 

SENATOR LARRY TIDEMANN, CO-CHAIR

March 26, 2018 

Andy Gerlach, Secretary 
445 E Capitol Avenue  
Pierre, SD 57501 

Letter of Intent Regarding Automated Lockbox Services 

Dear Secretary Gerlach:  

This Letter of Intent sets forth a particular view held by the Joint Committee on Appropriations (JCA) 
in approving your appropriation in the 2018 Legislative Session. As such, this Letter of Intent seeks to 
supplement the appropriation with specific policy guidance as approved on March 26, 2018.  

While the guidance outlined in this letter does not have the direct force of statutory law, it rests 
solidly on a long-standing tradition of Legislative-Executive relationships in South Dakota and it will 
be used by the Joint Committee as a basis for the fiscal oversight of your agency and its continued 
funding.  

The JCA requests the Department of Revenue (DOR) proceed with an analysis of implementing an 
automated lockbox service within the department for the processing of accounts receivable. The JCA 
requests a report at the July 2018 interim JCA meeting outlining a project description, goals and 
objectives, and a cost/benefit analysis of implementing an automated lockbox service.  

The JCA proposes an automated lockbox service would produce more efficiencies, streamline 
processes, and save money for the tax payers of South Dakota. The JCA believes the objectives and 
outcomes of implementing an automated lockbox service align with the objectives and values of the 
department. Therefore, the JCA looks forward to the department's cooperation in the analysis. 

_______________________________ ________________________________ 

Representative David Anderson   Senator Larry Tidemann  
Lead Co-Chair, Joint Committee on Appropriations Co-Chair, Joint Committee on Appropriations 

cc: Marty Guindon, Auditor General 
Liza Clark, Commissioner, Bureau of Finance and Management 

   /s/ Representative Anderson     /s/ Senator Tidemann      



445 East Capitol Avenue 

         Pierre, South Dakota 57501 

   Phone:  605-773-3311 

             Fax:  605-773-6053 

 

 

 

 

TO: Joint Committee on Appropriations 

FROM: SD Department of Revenue 

Toni Richardson, Director of Administration 

DATE: October 16, 2018 

RE: SD Remittance Center Study Letter of Intent 

 

At the direction of the Joint Committee on Appropriations (JCA) through the letter of intent process, the 

Department of Revenue conducted a study of the Department’s Remittance Center operations to 

consider the possibility of outsourcing the services. The intent of the committee, as outlined in the 

letter, was to consider if a lock box service could identify more efficiencies, streamline processes, and 

save money for the taxpayers of South Dakota. 

 

Following receipt of the letter, the Department established a team to engage in this study. Vast 

information was gathered, including operational cost data, process data, transaction data and historical 

Legislative Audit finding data. Then, the Department issued a Request for Information (RFI) to seek 

information on proposed process solutions based on requirements identified in the information 

gathering, technology solutions, confidentiality measures, staffing requirements and costs. 

 

There were four (4) responses to the RFI. Each response was reviewed by the team and included a 

presentation and discussion with the vendor.  Once the RFI had been issued, the Department of 

Revenue was contacted by the State Treasurer’s Office (OST) and made aware of a contract option for 

remittance services included in the State master banking contract. After review of the responses and a 

meeting with the OST and representatives of the bank, we came to the following conclusions: 

 

1. The costs proposed in all the RFI responses received far exceeded the operational costs of the 

Department of Revenue’s Remittance Center. In FY18, the Department of Revenue’s personal 

services and operating expenses for the Remittance Center totaled $222,730.17. Of the four 

responses, three (3) met all the criteria for operations and ranged from $300,000 - $450,000 

annually.  

 

 

 

 



2. The Department of Revenue’s Legal Counsel studied SDCL 10-1-28.1 to 10-1-28.9 inclusive, and 

determined outsourcing of the Department of Revenue’s remittance center operations would 

violate these confidentiality statutes. In essence, the Department of Revenue is prohibited from 

sharing any confidential taxpayer information with any third party. The remittance center 

receives not only payments, but also tax returns, including sales tax, contractors excise tax, and 

bank franchise (including federal income tax returns).  

3. There could be a delay in the deposit of funds into the State’s bank. Today, funds are deposited 

into the State’s account the same day they are received. The four responses were from 

organizations located outside of the State of South Dakota and there was a concern about the 

timeliness of the mail service as well as the deposit of funds. 

4. There could be a negative perception by South Dakota businesses concerning sending payment 

and identifiable information out of state for remittance processing. 

5. Finally, the best way to achieve the goals of the JCA concerning this letter of intent would be to 

modernize processes and encourage electronic payment and filing where possible, as has been 

done in many areas in state government and in other states as well. Electronic payment and 

filing ensures timely payment and increases the accuracy of data contained in filed returns, 

reducing the opportunity for human error. The Department of Revenue will continue to 

encourage the practice of electronic filing and payment. The greatest amount of time spent in 

the Remittance Center is related to handling the actual tax returns, including opening mail, 

scanning documents, and data entry into the CEDAR tax system.  

 

Due to staffing challenges in the Sioux Falls area regarding the Remittance Center, the remittance 

operations will move to Pierre in early December. The Department of Revenue is working closely with 

the State Treasurer’s office on this transition. Some state agencies, who currently use the Remittance 

Center services, are engaging the State Treasurer’s Office regarding the contract option through the 

master banking contract. 

 

 

 


