State of South Dakota

SEVENTY-THIRD SESSION

LEGISLATIVE ASSEMBLY, 1998
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708B0585
House ENGROssED No. HB1292 .

2/10/98

Introduced by: Representatives McNenny, Apa, Broderick, Brooks, Diedrich, Duenwald,
Gabriel, Hassard, Jorgensen, Koskan, Kredit, Pederson (Gordon), Putnam,
Schrempp, Waltman, Weber, and Wetz and Senators Frederick, Benson, Dunn
(Jim), Fowers, Johnson (William), and Kleven

FORAN ACT ENTITLED, AnAct to classfy certain land asnonagricultural acreageand revise
the tax levy for the general fund purposes of a school district.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That chapter 10-6 be amended by adding thereto a NEW SECTION to read as
follows:

Any agricultural land, asdefined in § 10-6-31.3, which sdlsfor more than one hundred fifty
percent of itsagricultural income valueis hereby classfied for purposes of ad valorem taxation
as a nonagricultural acreage. The agricultural income value shall be determined pursuant to
section 2 of this Act.

Section 2. That chapter 10-6 be amended by adding thereto a NEW SECTION to read as
follows:

For the purposes of section 1 of this Act, the agricultural income value shall be determined
using capitalized actual annual cash rent. The actual annual cash rent isthe actual annual cash

rent, excluding the actual per acre tax on agricultural land, determined through an analyss of
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-2- HB 1292

actual arm'slength rental agreements collected within the county inthe year prior to the year for
which the income value is being determined. The annual cash rent shall be capitalized at eight
percent.

Section 3. That chapter 10-6 be amended by adding thereto a NEW SECTION to read as
follows:

The secretary of revenuemay enter into acontract for the collection of cash rent information
by county. Cash rent information shall be adjusted by soil survey satisticsif available.

Section 4. That chapter 10-6 be amended by adding thereto a NEW SECTION to read as
follows:

Any land whichisclassfied pursuant to this Act shall remain so classified for a minimum of
five years. Five years after the land is so classified, the land may be reclassified as agricultural
land if theland remainsin agricultural use during the five year period and if the owner of theland
submits an annual application to the director of equalization. The application shall include
verified documentation that the land has been in agricultural use during past year. If the land
meets the criteria set forth in § 10-6-31.3, has been in agricultural use for five years, and the
application requirement in this section is complied with, the director of equalization may
reclassfy the nonagricultural acreage as agricultural land.

Section 5. That chapter 10-6 be amended by adding thereto a NEW SECTION to read as
follows:

Land classfied pursuant to this Act shall be valued for ad valorem tax purposes at the price
for which such land sold multiplied times the level of assessment for nonagricultural property
within the county. The value of such land shall be increased or decreased each year by the same
percentage that the value of nonagricultural property increases or decreases.

Section 6. That chapter 10-6 be amended by adding thereto a NEW SECTION to read as

follows:
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If there are less than fifteen sales of agricultural land within a county, the director of

equalization shall use sales of agricultural land within the county from previousyearsor sales of

comparable agricultural land within adjoining counties.

Section 7. That 8 10-6-31.3 be amended to read as follows:

10-6-31.3. For tax purposes, land is agricultural land if it meets two of the following three

criteria:

(1)

(2)

3)

At least thirty-three and one-third percent of the total family gross income of the
owner is derived from the pursuit of agriculture as defined in subdivison (2) of this
section or it isastate-owned public shooting area or a state-owned game production
area as identified in 8§ 41-4-8 and it is owned and managed by the Department of
Game, Fish and Parks,

Its principal use is devoted to the raising and harvesting of crops or timber or fruit
trees, therearing, feeding, and management of farmlivestock, poultry, fish, or nursery
stock, the production of bees and apiary products, or horticulture, all for intended
profit pursuant to subdivison (1) of thissection. Agricultural real estate also includes
woodland, wasteland, and pasture land, but only if the land is held and operated in
conjunctionwith agricultural real estate asdefined and it isunder the same ownership;
It consists of not lessthan twenty acres of unplatted land or isapart of a contiguous
ownership of not less than eighty acres of unplatted land. The same acreage
specifications apply to platted land, excluding land platted as a subdivision, which is
inanunincorporated area. However, the board of county commiss onersmay increase

the minimum acre requirement up to one hundred sixty acres.

However, for tax purposes, land is not agricultural land if the land is classfied pursuant to

section 1 of this Act as a nonagricultural acreage.

Section 8. That 8 10-12-42 be amended to read as follows:
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10-12-42. For taxes payable in 1997 and each year thereafter, the levy for the general fund

of a school digtrict shall be as follows:

(1)

(2)

3)

The maximum tax levy shall be sixteen dollars and forty-nine cents per thousand
dollars of taxable valuation subject to the limitations on agricultural property as
provided in subdivison (2) of this section-ane, owner-occupied property as provided

forinsubdivison (3) of thissection, and nonagricultural acreage property asprovided

for in subdivison (4);

The maximum tax levy on agricultural property for such school digtrict shall befive
dollars and sixty-six cents per thousand dollars of taxable valuation. If the district's
levies are less than the maximum levies as stated in chapter 10-13, the levies shall
maintain the same proportion to each other as represented in the mathematical
relationship at the maximum levies,

The maximum tax levy for an owner-occupied sngle-family dwelling as defined in
8 10-13-40, for such school district may not exceed nine dollars and six cents per
thousand dollarsof taxablevaluation. If thedistrict'slevies arelessthan the maximum
leviesas stated in chapter 10-13, theleviesshall maintain the same proportion to each
other as represented in the mathematical relationship at the maximum levies;

The maximum tax levy on nonagricultural acreage property asdefined in section 1 of

this Act, for such school district shall be six dollars and sixty-six cents per thousand

dollarsof taxablevaluation. If the district'slevies are | ess than the maximum levies as

stated in chapter 10-13, the levies shall maintain the same proportion to each other

as represented in the mathematical relationship at the maximum levies.

All leviesinthis section shall beimposed on valuationswherethe median level of assessment

represents eighty-five percent of market value as determined by the Department of Revenue.

These valuations shall be used for al school funding purposes. If the district has imposed an
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excess levy pursuant to §16-13-43 8 10-12-43, the levies shall maintain the same proportion to

each other asrepresented in the mathematical relationship at the maximum leviesin this section.

The school district may elect to tax at less than the maximum amounts set forth in this section.

Section 9. That 8 13-13-10.1 be amended to read as follows;

13-13-10.1. Terms used in this chapter mean:

(1)

(1A)

(2)

"Average daily membership,” the average number of kindergarten through twelfth
grade pupilsenrolledinall schoolsoperated by the school district during the previous
regular school year, minus average number of pupilsfor whom the district receives
tuition, except pupils described in subdivison (1A) and plus the average number of
pupils for whom the district pays tuition;
Nonresident students who are in the care and custody of the Department of Social
Services, the Unified Judicial System, Department of Corrections, or other state
agencies and are attending a public school may be included in the average daily
membership of the receiving district when enrolled in the receiving district. When
counting a student who meets these criteria in its average daily membership, the
receiving district may begin the enrollment on thefirst day of attendance. Thedistrict
of residence prior to the custodial transfer may not include students who meet these
criteriainitsaverage daily membership after the student ceasesto attend school inthe
resdent district;
"Adjusted average daily membership,” calculated as follows:
(@)  For districtswith an average daily membership of two hundred or less, multiply
1.2 times the average daily membership;
(b)  For digtricts with an average daily membership of less than sx hundred, but
greater than two hundred, raise the average daily membership to the 0.8293

power and multiply the result times 2.98;
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(c) For didricts with an average daily membership of six hundred or more,
multiply 1.0 times their average daily membership;

"Index factor," isthe annual percentage changein the consumer priceindex for urban

wage earners and clerical workers as computed by the Bureau of Labor Statistics of

the United States Department of Labor for the year before the year immediately

preceding the year of adjustment or three percent, whichever isless,

"Per student alocation,” for the period January 1, 1997, to June 30, 1997, inclusive,

is $1,675. For school fiscal year 1998, beginning on July 1, 1997, the per student

allocation shall be $3,350 increased by the index factor. Each school fiscal year

thereafter, the per student allocation shall be the previous fiscal year's per student

allocation increased by the index factor;

"Local need," the per student alocation multiplied by the adjusted average daily

membership;

"Local effort," the amount of ad valorem taxes generated in a school fiscal year by

applying the feHewing levies established pursuant to 8 10-12-42:

Section 10. That section 10 of chapter 98 of the 1997 Session Laws be amended to read as

follows:
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13-13-10.1. Terms used in this chapter mean:

(1)

(1A)

(2)

3)

"General enrollment average daily membership,” the average number of resident and
nonres dent kindergarten through twel fth grade pupilsenrolled in all school soperated
by the school district during the previousregular school year, minus average number
of pupilsfor whom the district receivestuition, except pupilsdescribed insubdivison
(1A) and plusthe average number of pupilsfor whom the district pays tuition;
Nonresident students who are in the care and custody of the Department of Social
Services, the Unified Judicial System, the Department of Corrections, or other state
agencies and are attending a public school may be included in the average daily
membership of the receiving district when enrolled in the receiving district. When
counting a student who meets these criteria in its general enrollment average daily
membership, the receiving district may begin the enrollment on the first day of
attendance. The district of residence prior to the custodial transfer may not include
students who meet these criteriain its general enrollment average daily membership
after the student ceases to attend school in the resident district;

"Adjusted average daily membership,” calculated as follows:

(@) For districts with a general enrollment average daily membership of two
hundred or less, multiply 1.2 times the general enrollment average daily
membership;

(b)  For districts with a general enrollment average daily membership of less than
sx hundred, but greater than two hundred, rai sethe general enrollment average
daily membership to the 0.8293 power and multiply the result times 2.98;

(c) Fordigrictswithageneral enrollment averagedaily membership of Sx hundred
or more, multiply 1.0 timestheir general enrollment average daily membership;

"Index factor," isthe annual percentage changein the consumer priceindex for urban
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wage earners and clerical workers as computed by the Bureau of Labor Statistics of
the United States Department of Labor for the year before the year immediately
preceding the year of adjustment or three percent, whichever isless,

"Per student alocation,” for the period January 1, 1997, to June 30, 1997, inclusive,
is $1,675. For school fiscal year 1998, beginning on July 1, 1997, the per student
allocation shall be $3,350 increased by the index factor. Each school fiscal year
thereafter, the per student allocation shall be the previous fiscal year's per student
allocation increased by the index factor;

"Local need," the per student allocation multiplied by the adjusted average daily
membership;

"Local effort," the amount of ad valorem taxes generated in a school fiscal year by

applying the feHewing levies established pursuant to § 10-12-42:
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BILL HISTORY

1/26/98 First read in House and referred to Taxation. H.J. 227

2/3/98 Scheduled for Committee hearing on this date.

2/3/98 Taxation Do Pass Amended, Passed, AYES 12, NAYSO0. H.J. 359
2/5/98 House of Representatives Deferred to another day. H.J. 412

2/9/98 House of Representatives Do Pass Amended, Passed, AYES 54, NAYS 12. H.J. 487



