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SENATEBILL NO. 197

Introduced by: Senators Hutmacher and Symens and Representatives Hanson (Gary),
Nachtigal, and Sigdestad

FORAN ACT ENTITLED, An Act to create aclassfication for owner-operated farm property
and class 2 agricultural property, to establish a maximum property tax levy for class 2
agricultural property for the general fund of aschool district, and to repeal the classification
for nonagricultural acreage.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:
Section 1. That chapter 10-13 be amended by adding thereto aNEW SECTION to read as

follows:

If afarm or ranch is owned and operated by an individual or individuals to produce gross
derived income from the farm or ranch as defined in § 61 of the Internal Revenue Code, as
amended on January 1, 2001, theindividual or individuals may request that the farm or ranch be
classfied as an owner-operated farm pursuant to this Act. An owner-operated farm may be
organized in any legal form authorized by South Dakota law. Theindividual or individuals shall
own one hundred percent of the owner-operated farm and the individual or individuals are, or
were before retirement, actively operating the farm or ranch astheir primary economic activity.

Primary economic activity means that all the individuals spend, or spent before retirement, a
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-2- SB 197
majority of their time working on such farm or ranch, that this activity is the owner's primary
source of income, and the owner shares in the risk of producing agricultural products and is
entitled to shareinthe agricultural products available for marketing from the farm or ranch. For
purposes of this Act, an owner-operated farm property isany building, structure, or land which
isowned by al the owners of the owner-operated farm and assessed and taxed asa separate unit.
If the owner operates the farm or ranch in less than one hundred percent of the property, the
portion of the property so used by the owner shall be classified asan owner-operated farm. For
the purposes of this Act an individual isa natural person.

Section 2. That chapter 10-13 be amended by adding thereto aNEW SECTION to read as
follows:

To be digible for a property tax classfication as an owner-operated farm pursuant to this
Act, dl theownersof such farmor ranch shall submit a certificate prescribed by the Department
of Revenue, sgned by each owner under oath, to the county director of equalization stating such
individual or individuals are the owners of the property on the legal assessment date and meet
the requirements of this Act. The owner shall Sgn the certificate under penalty of perjury and
shall submit the certificate by March fifteenth. Theowner shall notify the director of equalization
if achangein digibility for this classification occurs.

Thedirector of equalization may request the owner or ownersto supply any information the
director deems necessary to establish the classfication. If the director of equalization classfies
the property as an owner-operated farm, the property shall retain this classification until such
timethat the owner's digibility for this classfication changes. If the director has questionsasto
the continued compliance with the requirements to maintain this property tax classfication, the
director of equalization may require evidence of compliance from the owner or owners.

Section 3. That chapter 10-13 be amended by adding thereto aNEW SECTION to read as
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Any individual or individuals who recelve an owner-operated farm classfication by

misrepresenting the facts concerning ownership or digibility for such classfication shall be

assessed a penalty equal to five dollars per thousand dollars of valuation on the property, which

assessment shall become a perpetual lien on the property pursuant to 8 10-21-33. Theindividua

or individuals shall be barred from receiving the owner-operated farm classfication for any

property in the state for the following five years.

Section 4. That 8 10-6-31.3 be amended to read as follows:

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

criteria:

(1)

(2)

3)

Game+ish-ane-Parks The property has been classified as an owner-operated farm

pursuant to sections 1 and 2 of this Act;

Its principal use is devoted to the raisng and harvesting of crops or timber or fruit
trees, therearing, feeding, and management of farm livestock, 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 andit isunder the same ownership;
and

It consists of not lessthan twenty acres of unplatted land or isa part of a contiguous
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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.

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

follows:

For tax purposes, land is class 2 agricultural property if it meetstwo 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 isa state-owned public shooting area or a state-owned game production
area as identified in § 41-4-8 and it is owned and managed by the Department of
Game, Fish and Parks,

Its principal use is devoted to the raisng and harvesting of crops or timber or fruit
trees, therearing, feeding, and management of farm livestock, poultry, fish, or nursery
stock, the production of bees and apiary products, or horticulture, al 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
conjunction with agricultural real estate asdefined andit isunder the same ownership;
or

It consists of not less than twenty acres of unplatted land or isa part of a contiguous

ownership of not less than eighty acres of unplatted land. The same acreage
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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 class 2 agricultural property if the land is classfied

pursuant to section 4 of this Act as agricultural land.

Section 6. Sections 1 to 5, inclusive, of this Act are effective on January 1, 2002.

Section 7. That 8 10-12-42 be amended to read as follows:

10-12-42. For taxes payable in 2661 2003 and each year thereafter, the levy for the general

fund of a school digtrict shall be asfollows:

(1)

(2)

3)

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

insubdivison (3) of thissection, and neragtt

t-sabeivisonr{4)—ofthissectton class 2 agricultural property as provided for in

subdivision (5) of this section;

The maximum tax levy on agricultural property for such school district shall be four
dollars and five cents per thousand dollars of taxable valuation. If the district'slevies
arelessthan the maximum levies as stated in this section, 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
810-13-40, for such school district may not exceed six dollarsand fifty-two cents per
thousand dollarsof taxablevaluation. If thedistrict'sleviesarelessthan the maximum

levies as stated in this section, the levies shall maintain the same proportion to each
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other as represented in the mathematical relationship at the maximum levies, and

(4)

(5) Themaximumtax levy for class 2 agricultural property asdefined in section 5 of this

Act, for such school digrict shall be six dollars and five cents per thousand dollars of

the property's taxable valuation. If the district's levies are less than the maximum

levies as gated in this section, the levies shall maintain the same proportion to each

other as represented in the mathematical relationship at the maximum levies.

All leviesinthissection shall beimposed on valuationswhere the 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
excess levy pursuant to 8 10-12-43, the levies shall maintain the same proportion to each other
asrepresented inthe mathematical relationship at the maximum leviesin thissection. The school
district may elect to tax at less than the maximum amounts set forth in this section.

Section 8. Section 7 of this Act is effective on January 1, 2003.

Section 9. That § 10-6-33.14 be repeal ed.

Section 10. That § 10-6-33.15 be repealed.
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