
 
 

 LCR 1 & 2 
Third Meeting State Capitol Building 
October 14, 2008 Pierre, South Dakota 
 
Tuesday, October 14, 2008 
 
The third meeting of the Ag Land Assessment Implementation and Oversight Advisory Task 
Force was called to order by Senator Dave Knudson, Chair, at 10:34 a.m. (CDT) in Legislative 
Conference Rooms 1 and 2 of the State Capitol, Pierre, South Dakota. 
 
A quorum was determined with the following members answering the roll call: Senators Alan 
Hoerth, Dave Knudson, and Kenneth McNenny; Representatives H. Paul Dennert, Kristi 
Noem, Larry Rhoden, and Steve Street; and Public Members Walter I. Bones III, Kirk Chaffee, 
Curt Everson, Larry Gabriel, Ron Olinger, and Duane Sutton. Senator Jim Peterson was 
excused. 
 
Staff members present included: Jim Fry, Director; Fred Baatz, Principal Research Analyst; 
and Lisa Shafer, Legislative Secretary. 
 
(NOTE: For purpose of continuity, the following minutes are not necessarily in chronological 
order. Also, all referenced documents distributed at the meeting are attached to the original 
minutes on file in the Legislative Research Council (LRC).  This meeting was web cast live. 
The archived web cast is available at the LRC web site at http://legis.state.sd.us under "Interim 
Information – Minutes and Agendas".)  

 
Approval of Minutes 

(Located on the LRC Archived Audio – 00:01:12) 
 

KIRK CHAFFEE MOVED, SECONDED BY CURT EVERSON, THAT THE MINUTES FROM 
THE SECOND MEETING OF LAND ASSESSMENT IMPLEMENTATION AND OVERSIGHT 
ADVISORY TASK FORCE ON SEPTEMBER 8, 2008 BE APPROVED. The motion 
prevailed unanimously on a voice vote.   
 

Comments from the Chair 
(Located on the LRC Archived Audio – 00:01:45) 

 
Senator Dave Knudson informed the task force that the members will see some preliminary 
maps and data prepared by South Dakota State University (SDSU) and the Department of 
Revenue and Regulation (DRR) at the direction of the task force. The issue regarding the 
productivity method to value noncropland was troublesome and SDSU and DRR searched for 
alternatives that will be discussed today. There will be swings in assessments between 
counties that are sharper than seen in the 2008 session when the data was based totally on 
cash rent information. The swings are challenges to changes to the current system, and the 
goal is to design a system that is as revenue neutral as possible on a statewide basis.  
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Ag Land Assessment – Report on Data and Findings 
(Located on the LRC Archived Audio – 00:04:44) 

 
Mr. Michael Kenyon, Director of Property and Special Tax Division with the Department of 
Revenue and Regulation, and Dr. Burton Pflueger, Professor of Economics at South Dakota 
State University, provided an update to the task force on the ag land assessment process. Mr. 
Kenyon distributed to the task force three handouts; a table entitled “Ag Land Assessment 
Advisory Task Force” (Document #1), a set of maps entitled “2008 Productivity Dollar Per 
Acre” (Document #2), and a set of maps entitled “2008 Equalized Dollar Per Acre” 
(Document #3). These documents were mailed prior to the meeting to all the task force 
members and interested parties.  
 
Mr. Kenyon informed the members that DRR calculated the numbers based on the guidelines. 
The statewide ag value should not increase or decrease for the first year as the state 
transitions into the new system. The shift between cropland and noncropland should be 
minimal. The values presented on the productivity maps reflect those guidelines.  
 
Currently, there is about $18.5 billion of ag land valuation on a statewide basis. The maps 
show that amount of value. There is a split of about 85% of that land being cropland and 15% 
being noncropland.  
 
The basic formula for the productivity valuation is gross revenue times the landlord’s share 
percentage divided by the cap rate.  Mr. Kenyon determined a cap rate of 6.6% to maintain 
revenue neutrality between ag land and the other classifications. The landlord’s share would 
be 36% for cropland and 100% for noncropland. Using those numbers, DRR met the 
guidelines established by the legislation.  
 
Mr. Kenyon said that the productivity maps (document #2) show the shifts that would occur 
between counties. The equalized maps (document #3) are the current taxable values in each 
county. The average taxable value for each county is broken out into the total ag land in the 
county and also divided into cropland and noncropland. The maps show what will occur to ag 
land values for each county as the state transitions to the new system.  
 
To easily compare the valuations, DRR created a table (document #1) that shows each county 
and their total ag values, crop values, and noncropland values. Mr. Kenyon explained to the 
members how the table works by using Aurora County as an example. With the two maps and 
the table, people should be able to see the changes to each individual county as the transition 
to the new system occurs.  
 
In response to Mr. Larry Gabriel’s question pertaining to the assumptions with the 
noncropland assessed values, Mr. Kenyon said that the cash rent information was used. DRR 
used the data and the model to determine gross revenue and then applied the procedure 
outlined in the legislation. DRR then distributed the value across the county according to soil 
rating of each individual parcel. This process is the same as the status quo, but currently we 
use a market value system instead of a productivity value system. 
 
Mr. Kenyon said, in response to Mr. Ron Olinger’s question regarding using cash rents 
information for noncropland, that the model used an eight year Olympic average of the cash 
rents to determine the value for noncropland. This is similar to the method that was used to 
determine the value for cropland.   
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Mr. Olinger asked about production expenses. Mr. Kenyon responded that SDSU has worked 
on the information and it will be presented later, however, it will not be needed until next year. 
If used, it will document input costs which the task force may use to determine whether they 
want to recommend a change to the landlord percentages provided in statute.   
 
A concern over a new world of crop prices was mentioned by Mr. Olinger. In response, Mr. 
Kenyon stated that an eight year Olympic average was not calculated for each individual 
commodity, but it is based on a composite acre using the crops produced in each county.  
 
Mr. Olinger commented that with the current oil prices, the state will not go back to the 
previous commodity prices. When using the eight year Olympic average, the task force is 
postponing the inevitable. We will need to adjust the landlord percentage as the market and 
model transitions into substantially higher prices in the future. Mr. Kenyon stated that the 
system was not based on the concept that ag values remain stagnant. The task force will have 
the option to recommend adjustments to the formula to reflect such factors as statewide 
commodity prices and input costs over a period of time.  
 
Senator Kenneth McNenny reminded the task force that irrigation is a management decision. 
He asked if the information presented includes irrigated land production values. In response, 
Dr. Pflueger said that irrigated land may be included in the data and adjustments may need to 
be made. Mr. Kenyon told the task force that the local directors of equalization (DOE) will have 
the authority to make certain adjustments.  
 
In response to Mr. Duane Sutton’s question pertaining to the 15% limit for growth in the total 
taxable value of ag land within a county, Senator Knudson stated the under the passed 
legislation, when the statewide levies for education are calculated the limitation on statewide 
ag land valuation would be taken into account. There is a three year transition period 
regarding the 15% maximum increase for ag land within a county. With the proposed system, 
there are 14 counties on the map that will increase by more than 30% and 5 counties that will 
decrease by more than 30%. There are some significant changes for some counties, but it is a 
revenue neutral system on a statewide basis.  
 
Representative Kristi Noem asked if the percentage increases in assessed values would be 
equivalent to the increase for actual taxes paid. In response, Mr. Kenyon said that an increase 
in assessed value will not have an equivalent increase in taxes and he would provide several 
examples for the next meeting.  
 
Representative Rhoden said that the task force may need to change the legislation for 
counties that will experience dramatic decreases in ag land values. To address the concern, a 
percentage limit, similar to the percentage limit for increases may have to be enacted. Unless 
changed, the counties with a decrease would experience it all at once; there is no phase in 
period. Senator Knudson responded that this issue could be addressed in the 2009 session. 
There is sufficient time to make such adjustments prior to the legislation becoming effective.  
 
In response to Representative Noem’s question, it was stated that DRR and SDSU are using 
one statewide price for the data used in the model. SDSU could explore the idea of using a 
county price; however, NASS does not report the information on a county basis. NASS is the 
only source that reports a weighted price. NASS is a good data source that will be maintained 
into the future.  



Ag Land Assessment Task Force 
September 8, 2008 
Page 4 of 8 
 

 
Representative H. Paul Dennert asked about the types of tools that will be available to help 
DOEs make adjustments. In response, Mr. Kenyon said that the DOEs will receive the data 
regarding the average statewide commodity prices and productivity per acre for cropland and 
noncropland. The DOEs will have the ability to make adjustments based on soil type, climate, 
rainfall, topography, obstructions, etc. similar to the adjustments made currently under the 
market system.   
 
Senator Knudson said that the task force needs to develop a property tax system that all 
people see as fair on a statewide basis. One of the main reasons that legislation was passed 
has been the consensus that the current system is unfair.  
 
In response to Representative Dennert’s question regarding the lack of certain county data, 
Mr. Kenyon said that Custer and Jones Counties are in the process of transitioning to utilizing 
the soil survey. DRR depends on the soil survey to determine the equalized value between 
cropland and noncropland, and that information has not previously been reported. 
 
Mr. Kenyon told the members that DRR transitioned to using the NASS information from the 
NCRS data for noncropland because the NCRS data was not producing rational results. There 
is something incorrect with the NCRS data as it does show much differentiation between 
production capability of noncropland in the eastern part of the state to the western part of the 
state.  Therefore DRR and SDSU switched to using cash rents in the formula over animal unit 
per month (AUM).  
 
Task force members discussed the concept of highest and best use. It is a management 
decision whether the land will be cropped or grazed. A change from the highest and best use 
concept would require significant work for DRR and the assessors. 
 
The task force recessed at 11:51 a.m. and reconvened at 1:15 p.m. 
 

Public Testimony 
(Located on the LRC Archived Audio – 01:18:31) 

 
Mr. Bill Even, Secretary for the Department of Agriculture, reaffirmed the department’s 
support for the Legislature’s decision to use the productivity method to value ag land in the 
state. South Dakota will be joining 43 other states that utilize a productivity system to value ag 
land. Secretary Even said that tax law is complex and hard to understand. The challenge will 
be to correctly and adequately explain the new system to the citizens. He commends the task 
force members and the various department staff members for their commitment in ensuring 
that this law is implemented correctly. 
 
Ms. Mary Worlie, Brown County Director of Equalization, was pleased to hear that DOEs will 
be able to make adjustments to ag land values. She hopes that the courts understand this 
concept. Ms. Worlie said that that almost every time an adjustment needs to be made, she 
needs to be able to defend the reason for the adjustment in court. A tremendous amount of 
education needs to occur to ensure that everyone who is affected by the change completely 
understands the new system. There will need to be a lot of education provided to the public 
and the task force members should be involved with that aspect of educating the taxpayers.  
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Ms. Worlie asked the task force how the quality of the assessment is to be measured. In 
response to Representative Rhoden’s question, Ms. Worlie said that under the current market 
based system, she is able to measure the quality of assessments. 
 
In response to Senator Knudson’s inquiry, Ms. Worlie said that county assessors are not the 
only people to make changes to assessments and place a value on ag land. Changes can be 
made by the county board and local boards.  
 
Mr. Greg McCann, South Dakota Irrigators Association, told the task force that irrigation is a 
management tool and is no different that using fertilizer or chemicals. Irrigation supplements 
the natural rainfall. It is a management tool that requires a lot of expense. Using irrigation to 
determine ag land value numbers is erroneous.  
 

With the plentiful rainfall this year, there are some counties in the western part of the state that 
are having tremendous yields and never or rarely used the irrigation system. He asked that all 
ag land be treated fairly. Using irrigation is not a means to get wealthy, but a way to 
accommodate for periods of poor rainfall and help raise production to an acceptable level.  
 
Senator Knudson and Representative Rhoden said that under the legislation, irrigation is to be 
treated as a management decision in South Dakota. There are court cases which state that 
the decision to irrigate should not affect the value of the land. The legislation does not change 
that philosophy. The numbers presented today may be slightly skewed because they included 
some irrigated land production numbers.  
 
Mr. Larry Nelson, South Dakota Stockgrowers, thought that AUM would be the method to use 
in the formula and model because it is established by professionals and ranchers who rely 
heavily on those statistics. He told members that if land is determined to be Class 6 or poorer 
in terms of productivity, then it is only assigned a productivity value of grassland. Class 4 land 
and higher is land that is capable of producing crops.  If land is Class 4 or higher, it is a 
management decision to use the land for grazing.  
 
He stated his concern for using cash rent data. There is not much cash rent data reported 
from his area. Also, with the years of drought, there has been upward pressure on rents to 
place cattle out in the grassland. After task force discussion, it was determined, based on 
NASS information, for example, that the average cash rent in Harding County was $9.90. 
 
Mr. Rick Vallery, South Dakota Wheat Inc., commended the task force for their hard work and 
good discussion on this issue. Although the plan may need to be adjusted, it is a workable 
plan that will provide equalization on a statewide basis. However, with productivity numbers, 
the assessment can be supported and over time it will be easier for people to understand.  
 
He told the members that there is a South Dakota statute addressing irrigation. It states that 
irrigation is a management tool and he hopes it will remain that way. Mr. Vallery said that there 
are about 16 to 18 million acres of cropland in South Dakota with about 400,000 to 600,000 
acres being irrigated.  
 
Mr. David Owen, South Dakota Chamber, reminded the members that the product from the 
taskforce will be judged on equality for all people. He said that business community will see 
increased values due to the repeal of the 150% rule.  
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In response to Mr. Owens question, Mr. Kenyon said that the repeal of the 150% rule may only 
increase values by 5% over and above the increase in values due to sales below the 150% 
rule. The increase for ag land is limited to no more than 15% than the previous year’s county 
assessment value for a period of 3 years.  
 
Ms. Julie Johnson, Absolutely Aberdeen and Prairie Vision, advised the members that 
everyone needs to take part in explaining the new process and educating the public. She 
recommended that a chart be compiled that lists the data sources, date of collection, who 
collected the data, etc. for the model. Creating a source and use document would help people 
in understanding the new process.  
 
Ms. Johnson said that the running list of “to be tweaked” items should become part of an 
agenda for future meetings of the task force. She asked the task force if the rules promulgated 
on this matter were reviewed. In response, Senator Knudson said that the 2008 interim of the 
task force was to implement the model and the provisions of the legislation. In the 2009 
interim, the task force will be able to address rules that may be promulgated.  
 
Mr. Shawn Lyons, South Dakota Retailers, said that an education process for constituents is 
needed. He told the members that he is constantly asked how the changes will affect people in 
the commercial/business community. In the next couple months, there will be a need for a 
strong educational process as to what the changes means to taxpayers; both agricultural and 
commercial/business.  He reminded the members that the 30% property tax relief was not 
extended to the commercial/business property tax owners.  
 
Mr. Wayne Soren, South Dakota, Farmers Union, informed the task force that since every 
county in the state does not have an elevator or given the location of the existing elevators, it 
may be difficult to determine county level commodity prices. He suggested that the task force 
look at using an area or regional commodity prices.  
 
Ms. Jodie Hickman, South Dakota Cattlemen’s Association, encouraged the members to 
continue to look at the AUM data, because it is still the preferred method. However, it is 
apparent that the current AUM data is not there to support it; therefore she will support the 
other methodology selected.  
 
Mr. Mike Held, South Dakota Farm Bureau, said that he would like to make the commodity 
price data more local, but thinks that would be very challenging. Although it would be ideal to 
use AUM data, as it was presented today that it will be very difficult and challenging to do.  
 
Mr. Held told the task force that there are six counties that are outside the 15% limited 
increase in ag land assessments that may need more than the three-year phase in period to 
make that adjustment. He suggested extending the phase in process to reduce the impact.  
 
Mr. Bill Kluck, Rancher from Mud Butte, SD, told the task force that over the past 20 years 
that he has owned his ranch, there have been huge increases in taxes.  As the task force 
projects future expenses related to production, that, they have an obligation ensure that the 
people will not be overburdened with taxes and will still be able to stay in business. 
 
In response to Representative Rhoden’s question, Mr. Kluck said that he approves the new 
methodology, but is concerned that future prices could be very volatile which and will make the 
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assessment process difficult. In addition, there are increased production costs for both farmers 
and ranchers to be monitored.  
 
The task force recessed at 2:28 p.m. and reconvened at 2:44 p.m. 
 

Task Force Discussion 
(Located on the LRC Archived Audio –02:47:17) 

 
Senator Knudson presented an overview of the areas that were discussed by the task force, 
Department of Revenue and Regulation, and South Dakota State University: 

 Revisit the production data to remove the influence of irrigation values; 
 Phase in plan; 

o Length of time; 
o Propose an amendment that provides for a limit to any decrease in county values 

as well as to an increase; 
o Whether the limitations for changes in assessment values be separated for 

cropland and noncropland; 
 Statewide versus County-wide pricing for commodities; 
 Cash rent on pasture land versus NCRS AUM data; 
 Gross income versus net income; 
 Measurement for assessing the quality of the ag production assessment; 
 Highest and best use of land; and 
 8 year Olympic average. 

 
Senator McNenny said that the task force needs to recommend amendments to the legislation 
for the purpose of using cash rent data.  
 
Mr. Olinger requested that SDSU present to the task force an example of the formula utilizing 
data from a couple counties. He would like to see how the formula is laid out since there have 
been changes since the members last saw it. He said that it will be difficult to explain the 
method to others if he is not able to fully understand it himself. 
 
MR. LARRY GABRIEL MOVED, SECONDED BY MR. RON OLINGER, TO HAVE 15% 
MAXIMUMS FOR BOTH INCREASES AND DECREASES FOR COUNTY AG LAND 
ASSESSMENTS WITH A SEVEN YEAR PHASE IN PERIOD FOR BOTH CROPLAND AND 
NONCROPLAND THAT ARE DETERMINED SEPARATELY BY CALCULATING ON A 
COUNTY-BY-COUNTY BASIS.  
 
The task force discussed whether the motion presented needs to be voted upon to because 
there will be time at the next meeting to address the issue. It was determined that the motion 
will provide staff direction for drafting legislation. It will also be beneficial to have a tentative 
solution for people to address at the next meeting.   
 
Mr. Bones said that the capitalization rate will need to be changed to maintain revenue 
neutrality if there are limitations regarding increases and decreases in assessment values. Mr. 
Kenyon told the task force that he will run the numbers to see if a change in the capitalization 
rate is necessary.   
 
The motion prevailed on a voice vote.  
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MR. DUANE SUTTON MOVED, SECONDED BY MR. KIRK CHAFFEE, TO CHANGE THE 
FORMULA FROM BEING BASED ON THE AUM METHODOLOGY TO CASH RENT DATA. 
The motion prevailed on a voice vote.  
 
Representative Dennert distributed to the task force a handout entitled “Productivity Valuations 
for 2010 Brown County” (Document #5). The chart shows the increase and decrease in land 
valuations based on parcels. He wants the task force to see that the DOEs need to have 
flexibility in the assessment process and the tools to adjust the land values. There are some 
lands that increase 80-90%, while other land does not if the DOEs are not given the proper 
amount of flexibility to adjust values within the county.  

 
Next Meeting 

 
The fourth meeting of the Ag Land Assessment Implementation and Oversight Advisory Task 
Force is scheduled for November 14, 2008, in Pierre, South Dakota.  
 

Adjourn 
 
REPRESENTATIVE RHODEN MOVED, SECONDED BY DUANE SUTTON, THAT THE 
TASK FORCE ADJOURN.  The motion passed on a voice vote. 
 
The task force adjourned at 3:27 p.m. 
 
 
 

All Legislative Research Council task force minutes and agendas are available at the South Dakota 
Legislature’s Homepage:  http://legis.state.sd.us.  Subscribe to receive electronic notification of meeting 
schedules and the availability of agendas and minutes at MyLRC (http://legis.state.sd.us/mylrc/index.htm). 


