
 

 

 Room 414 

First Meeting State Capitol Building 

August 25, 2010 Pierre, South Dakota 

 

Wednesday, August 25, 2010 
 
The first meeting of the Ag Land Assessment Implementation and Oversight Advisory Task 
Force was called to order by Senator Larry Rhoden, at 10:00 a.m. (CDT) in Room 414 of the 
State Capitol, Pierre, South Dakota. 
 
A quorum was determined with the following members answering the roll call: Senators Gary 
Hanson, Dave Knudson, Jim Peterson, and Larry Rhoden; Representatives, H. Paul Dennert, 
Justin Cronin, and Steve Street; and Public Members Walter I. Bones III, Kirk Chaffee, Curt 
Everson, Larry Gabriel, Ron Olinger, and Duane Sutton. Representative Kristi Noem was 
excused.  
 
Staff members present included: Fred Baatz, Principal Research Analyst; Jim Fry, Director; 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.") 

 

Comments from Chair 
(Located on the LRC Archived Audio – 00:01:09) 

 

Senator Larry Rhoden commented that the committee is getting towards a downhill side of a 
long process in creating a new method for assessing and taxing ag land. This is not a small 
issue to resolve, but the change was needed because the old system was deeply flawed. The 
committee is trying to address the issues that have arisen as a result of change to the new 
system. 
 

Comments from Committee 
(Located on the LRC Archived Audio – 00:03:13) 

 

Senator Dave Knudson stated that he is pleased with the overall implementation of the new 
system. The new system is not perfect and needs continuous oversight, but is an improvement 
from the old system.  

 

Ag Land Assessment Report 
(Located on the LRC Archived Audio – 00:6:15) 

 

Mr. Michael Kenyon, Director for the Division of Property and Special Taxes with the 
Department of Revenue and Regulation (DRR), provided the committee an update on the ag 
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land assessment numbers and potential administrative rule changes pertaining to easements on 
ag land that limits productivity.  
 
Distributed to the committee were charts entitled “Minnesota farm real estate state productivity” 

comparing the productivity rating from 1990 to 2009. (Document #1) Mr. Kenyon said that the 
charts provide strong evidence and support for the legislature to change to a new assessment 
system. The charts show a consistent rational relationship between the market and productivity 
levels for the 1990 sales, but no clear and consistent relationship for the 2009 sales. Factors 
unrelated to the land productivity were affecting the sales in 2009.   
 
Productivity Numbers 
Mr. Kenyon distributed to the committee a packet listing the new productivity numbers and the 

proposed administrative rule concerning easements. (Document #2) The first chart shows the 
ag values in each county if the state was using market value and all sales to value ag land. The 
smallest increase would be 12% in Jones County and the largest increase was 490% in 
Lawrence County.   
 
Pages 2 – 5 of Document #2 show the crop and noncrop revenue information from 2000 to 
2009. For each county, DRR has included the 2000 to 2007 Olympic average, the 2001 to 2008 
Olympic average, and the 2002 to 2009 Olympic average. The 2001 to 2008 Olympic average 
was the revenue information used to set this year’s ag land values. The charts show the 
revenue information and how the revenue data is changing over time. Mr. Kenyon noted that the 
last column is the percentage change from this year’s values to next year’s values if the 10% 
caps were not in place. The cropland value increased more than the 10% cap in 59 of the 66 
counties.    
 
The current average productivity value per acre for cropland and noncropland without the 10% 
caps are outlined on paged 6 – 7 of Document #2. The chart also identifies the counties that will 
be limited to a 10% increase or 10% decrease in value. Mr. Kenyon said that the caps are in 
place until the 2017 taxes payable.  
 
Pages 8 – 12 of Document #2 list the commodity prices for each of the crops from 2000 to 
2009. Along with the yield information, this data is used to help determine the gross revenue per 
acre of cropland. Pages 13 and 14 of Document #2 is the most recent National Agricultural 
Statistic Service (NASS) survey; which is used to determine the revenue per acre for 
noncropland.  
 
In response to Senator Knudson’s question, Mr. Kenyon stated that ag land productivity 
increased 3.5% across the state.  
 
Proposed Administrative Rule on Easements 
Mr. Kenyon stated that the department has a proposed administrative rule for certain 
easements. This rule addresses landowners with land that has crop rated soils but the owner is 
unable to plant a crop on the land due to specific easements. This land may valued as 
noncropland. The easements include: 

 A permanent easement – must run for at least 29 years; 

 A contractual provision imposed by the Office of School and Public Lands; or 

 An ordinance protecting water supplies.  
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In response to Senator Knudson’s question, Ms. Angela Ehlers, South Dakota Conservation 
Districts, said that the water supply ordinances are for the well-head protection area 
predominately in the Big Sioux River Water Shed. It is an area around a public water supply that 
is protected because they are at risk for contamination.  
 

Mr. Kenyon stated, in response to Mr. Kirk Chaffee’s question, that the DRR is trying to 
standardize the adjustment process to ensure all directors of equalization make the adjustments 
the same way. This statewide policy would create consistency and continuity.  
  
The committee discussed the proposed administrative rule on easements.  
 

Mr. Ron Olinger distributed a chart listing the change in Olympic averages from 2001- 2008 to 
2002 – 2009 for crop acres and noncrop acres. He said that if crop revenue remains consistent, 
then there will be an increase in cropland values.  
 

Dr. Burton Pflueger, Professor of Economics at South Dakota State University, distributed a 
PowerPoint presentation updating the committee on the ag land assessment data and 

methodology used in the model. (Document #4) He advised the committee that he was able to 
receive some information from the Risk Management Agency regional office in Billings, MT. The 
information was preliminary test case data for local adjustments. However, not all the data was 
useful due to low number of records and the nature of the insurance policy.   
 
The chart on page 3 of Document #4 shows the average corn yield for the last five years in Lake 
County compared to the NASS survey average corn yield for Lake County. This information 
allows for the land productivity in townships in a county to be evaluated and for local directors of 
equalization to make neighborhood adjustments.  
 
Dr. Pflueger stated that before he continues forward with the research, he would like to obtain a 
full set of data from the Risk Management Agency regional office in Billings, MT for the last ten 
years of all crops in every county in South Dakota. This could probably be provided at a onetime 
request at no cost.  
  
Dr. Pflueger is trying to find a different methodology for valuing noncropland by using an animal 
unit carrying capacity for the land and move away from cash rents. One method was taking the 
reported forage yield and converting it to an animal yield equivalent. Then utilizing that 
information to determine the revenue for noncropland.  
 
Dr. Pflueger stated he is looking for a database of information that will be available for every 
county in South Dakota. The Ag Statistic Data provides other hay production data for each 
county. The method use involves taking the forage yield to derive a factor to approximate the 
amount of forage on an AUM basis. Then forage yield is compared to the AUM data from the Ag 
Statistic Service to obtain a measure of gross revenue. Dr. Pflueger said that this would provide 
a methodology approach that is very similar to the method used for cropland.  
 
In working with the DRR, Dr. Pflueger does not recommend a change to the landlord share 
percentage at this time.  
 

Ag Land Production – Data Collection and the Statistics 
(Located on the LRC Archived Audio – 01:25:38) 
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Mr. Carter Anderson, Director of the South Dakota Field Office for the National Agricultural 
Statistics Service, showed the committee a PowerPoint presentation about National Agricultural 
Statistics Service (NASS). The presentation was not distributed to the committee but included in 

the original minutes as Document #5.  
 
Mr. Anderson stated that NASS was founded in 1863 and provides timely, accurate, and useful 
statistics in service to U.S. agriculture. The NASS provides official statistics for production 
inventory, and value annually for 120 crops and 45 livestock. Also, an agricultural census is 
conducted every five years by NASS.  
 
To obtain the information for the statistics, NASS uses: 

 Producer surveys from farmers and ranchers – data is collected via mail, phone interview, 
personal field interview and/or computer aided interview; 

 Objective yield surveys – monthly tracking of biological yield for selected corn and 
soybean fields plots; 

 Satellite data – produced by using FSA data as ground truth to train satellite with an 
accuracy of about 95% in the corn belt; and 

 Administrative farm program data.  
 
Maps of the 2008 cropland data layers are shown on pages 7 and 8 of Document #5. Mr. 
Anderson noted that the satellite data allows the NASS to zoom in and view a particular area 
with a South Dakota county.  
 
The committee recessed at 11:39 a.m. and reconvened at 1:09 p.m. 
 

Public Testimony 
(Located on the LRC Archived Audio – 01:38:10) 

 

Mr. Dave Stenberg, County Commissioner for Moody County, distributed his testimony. 

(Document #6) He said that the old market value system was fairer than the new system. After 
implementation of the new system, three problems have emerged in the Moody County areas – 
the soil rating for productive soil has been lowered, a too high assessed value on pasture land, 
and the absence of using easements in the assessment process.  
 

Senator Jim Peterson requested that documents for land in Moody County showing a 340% 

increase in certain assessments be included in the original minutes. (Document #7) He said 
that there is a problem with grassland easements and hopes the committee can address the 
issue.  
 

Mr. Jeff Albrecht, Doland, distributed a letter addressed to Representative Dennert. 

(Document #8) He asked the committee to consider a special property assessment for 
permanent grassland regardless of the soil rating because some land is not suitable for 
cropland.  
 
In response to Mr. Olinger’s questions, Mr. Albrecht stated that most farmers will till the land and 
farm the land to make more money. However, it is impossible to use some of the land to the 
highest and best use based on soil ratings due to rocks and layout of the land that make it 
untillable.  
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Representative Peggy Gibson, District 22, stated that constituents, Mr. Jorge Vicuna and Ms. 
Connie Vicuna, in her district feel the system is inconsistent from county to county. The soil is 
classified incorrectly in some counties and they are now at an impasse on whether to take the 
appeal to the circuit court.  
 

Mr. Jorge Vicuna, Farm Manager in Beadle County, stated that he informed the DRR seven 
years ago that they had assigned the wrong soil classification to some of the soil on his farm. 
The land was classified as a Class 6, but due to the pond in the land, it should be classified as a 
Class 8. The issue was appealed to the local board of equalization, county board of 
equalization, and the office of hearing examiners.  
 
In response to Senator Rhoden’s question about how DRR will rectify the situation, Mr. Kenyon 
stated that DRR will review the soil ratings for Beadle County and the surrounding counties. If 
there is an issue with the soil ratings, DRR will fix the problem.  
 
Representative Dennert asked about water adjustments. Mr. Kenyon replied that water 
adjustments could be made, but through his initial evaluation, he believes this situation is a 
rating problem.  
 

Mr. Buzz Kutzler, Huron, stated his concern about equality under the new system. He told the 
committee about the valuation of his land compared to the other owners in the section. His 
farmland which has never been plowed is valued higher than the other land in the section which 
is used as cropland. He suggested that land should have three categories: farmland, grassland, 
and wasteland.  
 
In response to Representative Dennert’s question, Mr. Kutzler stated that his request for an 
adjustment was declined.  
 

Mr. George Vandel, Pierre, said that the grassland in the state offers a tremendous resource 
for outdoorsmen. He encouraged the committee to not give incentives for converting grassland 
into other land use.  
 

Mr. Jim Faulstich, Highmore, stated his concern about the fairness of the system. He supports 
the DRR’s administrative rule proposal, but believes more can be done to address the equality 
issue between cropland and noncropland.  
 

Ms. Carrie Stephenson, Hyde County Assessor and landowner, informed the committee that 
the proposed administrative rule is not needed. It is a management decision to enter into an 
easement to maintain certain grasslands, and landowners are compensated for the easement. 
Ms. Stephenson noted that the lower property values affect the school systems because it 
would be taking tax dollars away from the local school district.  
 
Mr. Gabriel asked about a person purchasing land with easements. Ms. Stephenson 
commented that properties with easements are typically sold for less. The person purchasing 
the land does so knowing an easement exists on the property. She noted that easements can 
be ended by the landowner if a penalty is paid.  
 
Senator Peterson asked a question regarding the extreme increases in certain land values in 

some counties. Ms. Joyce Dragseth, Director of Equalization for Brookings County, said that 
the assessors have all the tools needed to assess land values. However, the old market system 
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was broken, and previous adjustments that were made years ago under the market system 
need to be reviewed.  
 
In response to Senator Peterson’s and representative Dennert’s questions, Ms. Stephenson 
said the DRR did their best to providing enough information and training about the new system 
to all the local assessors. There will be issues with any new system. One area of confusion is 
the amount of documentation that is required to be sufficient in making an adjustment to the 
local value.  
 

Mr. Lyle Perman, South Dakota Grassland Coalition (SDGC), indicated the SDGC support for 
the DRR”s proposed administrative rule because it would be best if the land is taxed as it is 
actually used and not highest and best use. He noted the unfairness in land that is valued and 
taxed as cropland and is required to be maintained as grassland.  
 

Representative Dennis Feickert, District 3, told the committee that cropland value decreased 
and the noncropland value increased when the productivity system was applied in Brown 
County. He suggested that the committee look at methods to maintain the values for the best 
cropland. Representative Feickert also suggested that the committee create another 
classification of land to incorporate hunting value on land classified as grassland which has 
long-term easements to maintain the land as grassland.  
 

Mr. Bill Kluck, Mud Butte, stated his concern about rates for assessing grassland. He 
suggested the committee review the for base rental rate method School and Public Lands uses 
and apply that method in place of a straight rental rate. He believes this method will be fairer 
and more reflective of the ag value of the grassland.  
 

Mr. Rick Fox, rancher in Custer County, informed that committee that in Custer County, the 
overall ag assessment was neutral as required by the 10% cap. There were shifts from pine tree 
areas to prairies. He suggested that the proposed administrative rule include a history of the 
land (after 10 years the land should be valued as is currently being used) and should reflect 
rainfall.  
 

Mr. Kenny Fox, South Dakota Stock Growers Association, stated his support for the production 
based tax formula. His concern is that the market value of cattle and AUMs should be used to 
help determine the value of noncropland.  
 
Senator Rhoden commented that AUM’s were the original intent of the committee. But 
throughout the process, the AUM became very problematic and therefore the committee 
decided to use cash rents.  
 

Mr. Marvin Bishop, Hermosa, informed the committee about a rangeland study he had 
performed on his land about twelve years ago; which incorporated cattle grazing, moisture, etc. 
He believes this study is more specific than the soil study used for the new system. Mr. Bishop 
stated that the committee should try to use AUM for determining the assessed value.   
 

Mr. Rick Rausch, South Dakota Grassland Coalition, said that easements should not be 
included in legislation. The choice to place an easement on the land is a management decision, 
and the landowners suffer the consequences on the assessment and taxes. If the land with an 
easement is sold, the purchaser knows about the easement. He informed the committee that he 
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purchased his land with an easement on it. The purchase price was about 10% less than the 
value without an easement.  
 

Mr. Joe Satrom, Bismarck, ND, stated his interest in maintaining native grassland. The 
grassland makes North Dakota and South Dakota unique to waterfowl and ranching. He 
encouraged the committee to have a safety net for native prairie, even if not under easements.  
 
Mr. Olinger asked about long-term easements in North Dakota. Mr. Satrom stated that North 
Dakota does not allow for easements more than 99 years and only the United States wildlife can 
hold perpetual easements.  
 
The committee recessed at 3:04 p.m. and reconvened at 3:18 p.m. 
 

Discussion and Directives by Committee 
(Located on the LRC Archived Audio – 03:32:43) 

 
House Bill 1202 from the 2010 Legislative Session was distributed to the committee, 

(Document #9) which addresses the use of actual use for cropland and grassland.  
 
Mr. Kenyon responded that it would be feasible for the DRR to administer similar legislation. 
However, he noted that changes in land use by owner would require the owner to inform the 
director of equalization.  

 
The committee discussed House Bill 1202.  
 
Senator Knudson noted that the proposed administrative rule should make reference to bona 
fide easement compliance.  
 

SENATOR KNUDSON MOVED, SECONDED BY SENATOR PETERSON, THAT THE TASK 

FORCE RECOMMEND THAT THE DEPARTMENT OF REVENUE AND REGULATION MOVE 

FORWARD WITH THE PROPOSED ADMINISTRATIVE RULE CHANGE FOR NONCROP 

EASEMENTS WITH THE CHANGES DISCUSSED. The motion prevailed on a roll call vote 

with 9 AYES, 4 NAYS, and 1 EXCUSED. Those members voting AYE include: Hanson 

(Gary), Knudson, Peterson, Dennert, Street, Chaffee, Everson, Gabriel, and Rhoden. 

Those members voting NAY include: Cronin, Bones, Olinger, and Sutton. Those members 

EXCUSED include: Noem.   
 
Mr. Everson stated that other issues pertaining to noncropland have not been addressed – not 
tillable, not-tilled, and tilled land. He said that there is some land that is not tilled because of a 
management decision and some land that is not tilled due to the characteristics of the land.  
 
The task force discussed the idea of carrying forth legislation to the 2011 Legislative Session or 
allowing DRR to address issues internally.  
 

Mr. Duane Sutton distributed a copy of the administrative hearing Michael H McCranie v. 

Brown County, South Dakota. (Document #10) One of the adjustments allowed under the 
productivity model is the market. However, the judge found that the market value is not allowed 
in the determination of land value. He suggested the task force establish language to address 
this issue.  
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Distributed to the committee was House Bill 1009 from the 2010 Legislative Session. 

(Document #11) Representative Dennert stated that the issue may have been premature for 
last session, but could be revisited based on the decision made during a hearing by the Office of 
Hearing Examiners.  
 
The committee discussed House Bill 1009.  
 

MR. KIRK CHAFFEE MOVED, SECONDED BY REPRESENTATIVE DENNERT, TO 

RECOMMEND HOUSE BILL 1009 FROM THE 2010 LEGISLATIVE SESSION AS DRAFTED 

FOR THE 2011 LEGISLATIVE SESSION. The motion prevailed on a roll call vote with 8 

AYES, 5 NAYS, and 1 EXCUSED. Those members voting AYE include: Knudson, Dennert, 

Bones, Chaffee, Everson, Olinger, Sutton, and Rhoden. Those members voting NAY 

include: Hanson (Gary) Peterson, Cronin, Street, and Gabriel. Those members EXCUSED 

include: Noem. 
 
Representative Dennert requested that the committee discuss the issue of Prevent Plant 
payment.  
 
Representative Cronin requested that the committee receive information as to the future land 
values when the 10% cap is removed. He asked that the committee consider extending or 
adjusting the cap, if needed.  
 
Mr. Kenyon distributed a draft legislation entitled “An Act to revise certain provision concerning 
the assessment of agricultural land.” This legislation amends SDCL 10-6-33.29 to allow more 
flexibility for DRR to review and run productivity data numbers.  
 
The committee discussed the draft legislation and decided to address it at the next meeting.  
 

Next Meeting 
 
The next meeting of the Ag Land Assessment Implementation and Oversight Advisory Task 
Force will be November 8, 2010.  
 

Adjourn 

 

MR. KIRK CHAFEE MOVED, SECONDED BY REPRESENTATIVE CRONIN, THAT THE TASK 

FORCE ADJOURN.  The motion passed on a voice vote. 
 
The task force adjourned at 4:23 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.aspx). 
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