
 
 
 
 
Frequently Asked Questions 
The purpose of this FAQ sheet is to provide information to the Joint Committee on Appropriations regarding 
Informational Budgets in the South Dakota budgetary system.  The information was compiled by the Legislative 
Research Council with assistance from the Department of Legislative Audit and the Government Operations and Audit 
Committee. 

When and why was this fund created? 
In November 1986, South Dakotans approved a statewide referendum to amend the state constitution to 
allow for a state-operated lottery.  The Lottery Operating Fund was created by the 1987 Legislature 
through SB 254 which created the South Dakota State Lottery.  (1987 SB 254; SDCL 42-7A-22)   On 
September 30, 1987, twenty years ago, the first instant lottery ticket was sold.   

Two lottery games are included in this fund:  “Instant Lottery” is defined as a game that offers preprinted 
tickets that indicate immediately whether the player has won a prize (scratch tickets).  “On-line lottery” is 
a game linked to a central computer and a player selects a specified group of numbers or symbols and 
tries to match them to the central computer drawing (Powerball). 

Where does the revenue come from? 
SCL 42-7A-23 states that no less than 50% of the projected revenue from the sale of lottery tickets shall 
be used for the payment of prizes.  The remaining portion is used for expenses of the lottery and also 
provides funding for the general fund and the Capital Construction Fund.  In FY2007, total sales were 
$39,700,000, of which $21,189,000, just over 53%, were paid out in prizes.  The fund had an ending 
balance of $3,845,000 on June 30, 2007, which was almost $1,000,000 higher than one year previous. 

Has the original purpose of the fund changed? 
The original purpose was to accept all net proceeds from the sale of lottery tickets, the initial start-up 
funding ($1,500,000), interest received on moneys in the lottery operating fund, and all other fees and 
moneys collected.  Since the fund’s inception, the Legislature added on-line lottery game revenue as a 
revenue source. 
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What spending restrictions exist on the fund? 
The fund is continuously appropriated and the commission must submit an informational budget 
through the Department of Revenue and Regulation.  The fund is disbursed according to SDCL 42-7A-
22, 42-7A-23, and 42-7A-24.   The distribution for FY2007 revenue was as follows: 

40,132,177 FY2007 Total Revenue 
  

$21,188,688 Prize payments (SDCL 42-7A-22(1)) 
8,806,006 Expenses of the lottery (SDCL 42-7A-22(2)) 
5,819,476 Transfer to the General Fund (SDCL 42-7A-22(3) and SDCL 42-7A-24) 
4,297,285 Transfer to the Capital Construction Fund (SDCL 42-7A-24) 

$40,111,455 Total Distribution from the Lottery Operating Fund 
  

$20,722 Net Increase 
 

Is the fund on the state accounting system?  What is the 
timing of the Fiscal Year? 
The fund is on the state accounting system and uses the same fiscal year as state government, which is from 
July 1 to June 30.  The informational budget is included in the Department of Revenue and Regulation’s 
section of the budget.  

When was the last audit or review completed on this fund? 
The Appropriations Committee has an annual budget hearing for the Department of Revenue and Regulation 
including the Lottery Operating Fund.  The informational budget is included in the Governor's budget request 
and the General Appropriations Bill which is acted on by the Legislative Body. 
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2007 Government Operations and Audit Committee “Blue Book”  
Prepared by the Department of Legislative Audit 
Other Fund Information 
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Condition Statement Prepared by the Bureau of Finance and Management 10/15/2007 
 

 


