
 

 

 Room 413 

Third Meeting State Capitol Building 

October 12, 2011 Pierre, South Dakota 

 

Tuesday, October 12, 2011 
 
The third meeting of the Ag Land Assessment Implementation and Oversight Advisory Task 
Force was called to order by Senator Larry Rhoden, at 10:35 a.m. (CDT) in Room 413 of the 
State Capitol, Pierre, South Dakota. 
 
A quorum was determined with the following members answering the roll call: Senators Jason 
Frerichs, Tom Hansen, Larry Rhoden, and Billie Sutton; Representatives Justin Cronin, H. 
Paul Dennert, James Schaefer, and Steve Street; and Public Members Mark Biedenfeld, Kirk 
Chaffee, Larry Gabriel, Dave Knudson, Ron Olinger, and Jim Peterson.  
 
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 
 

REPRESENTATIVE STREET MOVED, SECONDED BY KIRK CHAFFEE, TO ADOPT THE 

MINUTES FROM THE MEETING ON August 29, 2011. The motion prevailed on a voice 

vote.  
 

Remarks from Chair 

 

Senator Larry Rhoden stated that the primary focus of the meeting will be on proposed 
legislation for the upcoming legislative session. He addressed an article from Mr. Bob Mercer 
that was printed in the Aberdeen American News(paper) that identified areas that Mr. Mercer 

reported as problems with ag assessment across the state. (Document #1)  
 

Introduction of New Department of Revenue Staff Member  
 

Mr. Andy Gerlach, Secretary of the Department of Revenue, informed the committee that Mr. 
Matt Fonder accepted a position with the Alaska Department of Revenue. Mr. Michael 
Houdyshell will be the new Director of Division of Property and Special Taxes. He will start on 
October 24.  
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Ag Land Assessment – Report on Data  

 

Mr. David Wiest, Deputy Secretary of the Department of Revenue, said that there were two 
requests for information from the last meeting in August. He reminded the committee of where 
South Dakota was at prior to the implementation of the new productivity system and the 
process the state has went through to implement the system. He noted that when the 
productivity system was implemented, each county across the state did not start at the same 
level of assessment. Therefore, there are a number of problems that remain from the old 
system and some counties are still behind in their assessment values and need to catch up. 
He discouraged the committee from making any large changes to the system because it is still 
a new system which requires time for counties to adapt and time to collect and apply the data.  
 

In response to Representative H. Paul Dennert’s question, Ms. Colleen Skinner, Division of 
Property and Special Taxes, said that the 2010 productivity valuation totaled $19.7 billion. The 
productivity valuation for 2011 is about a 3% increase over the 2010 total.  
 
Ms. Colleen Skinner distributed a handout containing responses to task force questions from 

the August 29, 2011, meeting. (Document #2) Pages 2 and 3 of Document #2 is a revised 
chart from the material presented at the August meeting. The original chart used the most 
recent cash rent for crop, capitalized at 6.6%, and then compared that value to the full 
productivity value. The revised chart uses the Olympic average cash rent, capitalized at 6.6%, 
and compared it to the full equalized productivity value. Pages 4 and 5 of Document #2 uses 
the Olympic average cash rent, capitalized at 6.6%, and compared to the limited equalized 
productivity value. The task force discussed the two charts.  
 
In response to questions, Ms. Skinner noted that the new productivity system has only been in 
effect for three years. Although the task force can make changes, she recommends not 
changing the system at this stage. She commented that when the model was created, the 
Department of Revenue was told to develop a model that results in a total statewide 
productivity valuation of $19 billion. The landlord share and capitalization rate used in the 
model were determined based on the desired end result at the time when the legislation was 
enacted.  
 
Pages 7-12 of Document #2 are charts showing the tax shift if the model was changed to the 
full productivity values, instead of the current limited values. The information includes the 2010 
pay 2011 taxes using the 2010 valuation with no limits. If the system went to full productivity 
values in 2012, there would be an assessment increase for both cropland and noncropland.  
 

Ag Land Assessment in Surrounding States 
 

Mr. Fred Baatz, Principal Research Analyst with the Legislative Research Council, provided 
an overview of the ag land assessments in the surrounding states. The states and assessment 
methods include: 

 Minnesota – uses the market system and highest and best use of the property; 

 Nebraska – uses the market system. Dryland crops are compared to sales of other 
dryland crops and grassland is compared to sales of other grassland. There are seven 
different classifications of ag land; 

 Iowa – uses productivity model with a limitation of a 4% movement in assessed value 
year to year; 
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 North Dakota – uses productivity model as the base for assessments and uses a 
number of modifiers to adjust the production capability; 

 Wyoming – uses productivity model as the base for assessments. The state has three 
classes of land, irrigated cropland, dry cropland, and range land; and 

 Montana – uses productivity model as the base for assessments. The Montana 
Department of Revenue conducts on appraisal of all land every six years based on five 
use types. 

 
In response to Senator Tom Hansen’s question, Mr. Baatz stated that Minnesota has a Green 
Acres provision that removed nonagricultural influences from the market system model. If the 
land is used for farming, then it will be valued as such.  
 
The task force discussed the concept of drafting legislation that includes actual use of the land 
as an adjustment factor for the local directors of equalization.  
 
The committee recessed at 12:00 noon and reconvened at 1:22 p.m. 
 

Public Testimony 
 

Representative Justin Cronin asked how the revenue collected by the Office of School and 

Public Lands will be affected if rangeland is assessed and taxed as cropland. In response, Mr. 

Jarrod Johnson, Commissioner of the Office of School and Public Lands (SPL), said that the 
current tax model could create less revenue for the SPL if the current lease holders drop 
leases or lower bids. However, at this point there has not been evidence of this occurring.  
 

Mr. Matt McCaulley, South Dakota Corn Growers Association, distributed a handout 
reviewing the history of events leading to the need of the state to switch from the market value 

system to the productivity system to value ag land. (Document #3) Agricultural land produces 
about 24.5% of the total state property tax revenue. He stated that the South Dakota Corn 
Growers is not looking for a tax break, but rather a way to fairly distribute the taxes in the ag 
community.  
 
Speaking on behalf of South Dakota Wheat Growers, South Dakota Corn Growers, South 
Dakota Conservation Districts, South Dakota Stock Growers, Coops, Farmers Union, South 
Dakota Grassland Coalition, and South Dakota Cattleman’s Association, Mr. McCaulley said 
that the agricultural valuation system is working and small changes should be made. He listed 
four points on behalf of the ag groups: 

1. Maintain opposition to use of cash rents to determine taxable value of land; 
2. Opposed to the proposed change to actual use from the current system this legislative 

year; 
3. Believe it is premature to extend the 2017 deadline, and prefer a discussion of solving 

the county specific issues; and 
4. It is unacceptable that it will take a decade to update the soil survey maps.  

 
He noted that Farmers Union and South Dakota Grassland Coalition asked not to be included 
in point 2, and South Dakota Cattleman’s Association has members supporting both sides of 
point 2.  
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Mr. Ron Olinger asked about making adjustments to the landlord share. Mr. McCaulley 
stated, on behalf of South Dakota Corn Growers Association, that the landlord share and input 
costs should be reviewed annually to determine if an adjustment would be appropriate.  
 
In response to task force questions, Mr. McCaulley said that there was no support from the ag 
community to use cash rents to determine the taxable value of ag land. To switch to actual use 
is a significant change that will not allow a fair evaluation of the productivity side of agriculture. 
He said that the ag community would like to have a predictable tax structure. 
 

Draft Legislation 
 
Draft 38 
An Act to revise the limitation on the increases and decreases that may be made to the total 

taxable  value of cropland and nocnropland. (Document #4) 
 
Representative Dennert explained the draft legislation. He said that with the current 10% 
limitation in changes to assessed value, the counties will never reach full productivity because 
the average increase in assessed value for cropland last year was about 17.5%. He suggested 
amending that limitation.  
 
Draft 39 
An Act to revise the limitation on the increases and decreases that may be made to the total 

taxable value of agricultural land. (Document #5) 
 
Senator Larry Rhoden stated that the draft legislation would allow for a county that is behind in 
ag land value assessments to have 100% of the productivity adjustment plus a potential 
increase or decrease of 10% or 12%. The legislation also extends the assessment limitation 
for two additional years.   
 
In response to task force questions, Ms. Skinner said that the legislature determines the policy 
on how quickly to get the ag values to 100% of the productivity value. Based on how far 
behind some counties currently are, the counties ag values will never catch up and will need to 
have a large assessment value increase to reach full productivity value when the limitations 
are sunseted.   
 

MR. LARRY GABRIEL MOVED, SECONDED BY MR. DAVE KNUDSON, THAT THE SAME 

PERCENTAGES BE USED FOR CROPLAND AND NONCROPLAND IN BILL DRAFT 38. 

The motion prevailed on a voice vote. 
 

MR. DAVE KNUDSON MOVED, SECONDED BY SENATOR JASON FRERICHS, TO ADOPT 

BILL DRAFT 38 AS AMENDED.  
 
The task force discussed the motion.  
 

The motion prevailed on a roll call vote with 12 AYES and 2 NAYS. Those members 

voting AYE include: Biedenfeld, Chaffee, Gabriel, Knudson, Peterson, Dennert, Street, 

Cronin, Schaefer, Frerichs, Sutton, and Rhoden. Those members voting NAY include: 

Olinger and Hansen.  
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Draft 14 
An Act to provide for the equalization of the taxable value of cropland and noncropland within 

a county.  (Document #6) 
 
Representative Dennert explained that the concept of the draft legislation is to put the value of 
all cropland and noncropland at full productivity and rollback the figures to equalize the land 
values between the two categories. He noted that some counties will have trouble 
implementing this legislation and suggested the legislation remain permissive.  
 

Ms. Mary Worlie, Brown County Director of Equalization, said that the philosophy is to create 
equalization and fairness in assessing cropland and noncropland while meeting the total 
productivity figures determined by the Department of Revenue. If all land is increased to the 
full productivity level, then the land can be factored down by the percentage needed to 
achieve the productivity figures from the Department of Revenue. 
 
In response to Mr. Jim Peterson’s question, Ms. Worlie stated that local directors of 
equalization are not allowed to do this under the current system.  
 
The task force discussed the draft legislation. 
 

REPRESENTATIVE DENNERT MOVED, SECONDED BY REPRESENTATIVE CRONIN, TO 

DEFER ACTION ON DRAFT 14. The motion prevailed on a voice vote.  
 
Senator Vehle’s Draft Request  
An Act to revise the number of years that land has to be inundated by water before a request 

may be made to have the land specially assessed. (Document #7) 
 
Senator Rhoden stated that the draft legislation changes the three year requirement to two 
years for agricultural land that has been inundated by flood waters and not able to be farmed.  
 
The task forced discussed the draft legislation. Some of the issued discussed included if the 
legislation was within the purview of the task force and if the local assessors can make the 
adjustments with the current law. After discussing the issue, the task force determined to not 
move the draft legislation further. 
 

Public Testimony 

 

Mr. Lenny Starks, Walworth County, Campbell County, and Potter County landowner, 
provided an update regarding his land that was classified as cropland but was impossible to 
farm due to the rocks, slope, etc. He distributed a handout listing the adjustment formula for 

changing opal soil from a crop dollar soil to a noncrop dollar soil. ((Document #8) He believes 
that the utilization of actual use for ag land assessment would clear up the matter. 
 

In response to task force questions, Ms. Deb Kahl, Walworth County Director of Equalization, 
explained the process of valuing ag land and how adjustments are made in her county. She 
also told the task force that the assessment is being appealed to Circuit Court by Walworth 
County.  
 

Mr. Lyle Perman, rancher from Lowry, South Dakota; stated his support for actual use.  
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Adjourn 

 

REPRESENTATIVE SCHAEFER MOVED, SECONDED BY SENATOR FRERICHS, THAT 

THE TASK FORCE ADJOURN.  The motion passed on a voice vote. 
 
The task force adjourned at 4:12 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.axps). 
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