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The first interim meeting of the 2019 Agricultural Land Assessment Implementation and Oversight Advisory Task 
Force was called to order by Senator Gary Cammack at 10:00 a.m. (CDT) on Thursday, October 24, 2019. 
 
A quorum was determined with the following members answering roll call: Senators Gary Cammack, Craig 
Kennedy, and John Lake (via phone); Representatives Kirk Chaffee and Steven McCleerey; and public members 
Trevor Cramer, Kyle Helseth, James Peterson, Ryan Wieman, and Michael Wiese.  Senator Red Dawn Foster and 
Representative Lee Qualm joined the meeting via phone after roll coll.  Representative Oren Lesmeister and public 
member Jason Frerichs were excused. 
 
Staff members present included Amanda Marsh, Senior Research Analyst; and Rachael Person, Senior 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 office.  This meeting was web cast live.  The archived web cast is available on the LRC website at 
sdlegislature.gov.   
 

Opening Remarks 
 
Senator Cammack welcomed everyone to the meeting and outlined the agenda which focused on the review of 
side by side comparisons of the studies that took place over the last couple of years. 
 

Election of Officers 
 
A motion was made by Representative Chaffee, seconded by Mr. Wiese, that Senator Gary Cammack be 
appointed Chair of the 2019 Ag Land Assessment Task Force. 
 
A motion was made by Mr. Wiese, seconded by Representative Chaffee, that nominations cease.  Motion 
prevailed on a voice vote. 
 
The motion to appoint Senator Gary Cammack as Chair of the 2019 Ag Land Assessment Task Force passed on a 
voice vote. 
 
A motion was made by Mr. Peterson, seconded by Representative McCleerey, the Representative Lee Qualm be 
appointed Vice Chair of the 2019 Ag Land Assessment Task Force. 
 
A motion was made by Representative McCleerey, seconded by Representative Chaffee, that nominations 
cease.  Motion prevailed on a voice vote. 
 
The motion to appoint Representative Lee Qualm as the Vice Chair of the 2019 Ag Land Assessment Task Force 
passed on a voice vote. 

http://sdlegislature.gov/
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Ag Land Valuation 
 

Ms. Lesley Coyle, Director, Division of Property Tax, Department of Revenue (DOR), provided a brief background 
of the study conducted by the DOR.  In 2016, HB1007 appropriated funds to South Dakota State University (SDSU) 
to conduct research concerning the methods used to determine agricultural land production capacity, and update 
the data used in the soils table.  After SDSU conducted their findings, they presented them to the task force, and 
in the 2019 Legislative session, SB4 was passed and directed the DOR to conduct the pilot study and stimulate the 
tax impacts under a most probable use and an actual use system in select pilot counties. 
 
Mr. Russ Hanson, Field Auditor, DOR, provided information on the valuation models, the value change analysis, 
the obstacles the department had to overcome, and the overall impacts that would happen should the state 
switch to one of the systems the DOR was tasked to study (Document 1). 
 
Mr. Hanson stated there were some data inaccuracies that needed to be taken care of prior to the start of the 
pilot study.  When SDSU initially conducted the research they only had the Natural Resources Conservation 
Service (NRCS) boundary lines to use for the counties.  As those numbers were off slightly, the department 
gathered updated boundary lines from the eleven pilot counties to make sure the most accurate data and soils 
was being used.  In the initial study, SDSU also had to use both taxable and nontaxable ground because they did 
not have accurate GIS boundaries for what was taxable and nontaxable so they could not exclude state parks, 
reservation grounds, and other similar areas.  To update this, the department included only the ground that is 
currently assessed as agricultural land that would be taxed in those counties. 
 
The three models studied consisted of the New Soil Table model, the Most Probable Use (MPU) model, and the 
Actual Use model.  Currently, in all sixty-six counties, the soil tables being used are thirty to forty years old.  Mr. 
Hanson said every county should be using the most current soil information available, so the department created 
the New Soil Table model to show the updated tables and soils for all the counties. The new model uses new soil 
ratings developed by SDSU based upon the updated soil information provided by NRCS. 
 
The Most Probable Use model was created by Dr. Matthew Elliott from the Economics Department at SDSU.  This 
model uses machine learning and computer code to calculate the most probable use of the soils and creates its 
own crop or non-crop classification system.   
 
The Actual Use model was also created by Dr. Elliott and compares the Cropscape layer to the soil ratings.  Land is 
assessed as crop or non-crop based upon how the property is being used and predicts the value of the land based 
on the management decisions made by the land owners. 
  
Using the eleven pilot counties, Mr. Hanson presented data showing the changes that would occur in bare ag land 
valuations with each model versus the current system.  He also presented individual parcel examples found in 
some of the counties to show what could happen to the value of the parcels under the different systems.  Mr. 
Hanson noted that the Actual Use model was not included in the examples because it is based on management 
decisions and changes from year to year. 
 
Barriers to implementation do exist with each of the models.  Currently, there are seven counties that do not have 
a geographic information system (GIS) in place to help implement a switch to the new models.  Without a GIS, 
counting the number of acres for the new soil types is very time intensive, resource heavy, and not feasible for  
most of the counties.  In order to move forward with any of the new models, Mr. Hanson said every county in the 
state would need to have a GIS system in place. 
 

http://sdlegislature.gov/Legislative_Session/Bills/Bill.aspx?Bill=1007&Session=2016
http://sdlegislature.gov/Legislative_Session/Bills/Bill.aspx?Bill=4&Session=2019
http://sdlegislature.gov/docs/interim/2019/documents/DALA10242019-A.pdf
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If the state switches to the MPU model, the machine learning technology is very complicated and difficult to 
explain.  It would also require hiring a full-time employee to maintain the system or the state would need to 
continue to pay SDSU to update the code on an annual basis.   
 
With the Actual Use model, most counties do not have the staff, or the resources needed to implement the 
system.  Referring to the pixilated map on slide 21 of the DOR presentation document, Mr. Hanson commented 
that accuracy issues would arise with trying to make the model work towards an assessment system that the 
department does not think could be overcome at this point. 
 
Ms. Wendy Semmler, Property Tax Program Manager, DOR, informed the committee about the tax impacts that 
would result from switching to one of the new models.  When looking at the tax impacts, it becomes much more 
complicated because more assumptions need to be made. 
 
The four funds the department looked at were the County General Fund, the School Capital Outlay Fund, The 
State Aid to Education Formula Fund, and the School General Fund.  With the County General and the School 
Capital Outlay funds the calculation for the levy is the same across all classes.  For the State Aid to Education 
Formula and the School General Fund, there are three different levies that have to be considered. 
 
Ms. Semmler told the committee to keep in mind the assumptions made during calculations, which were, that not 
all of the non-ag property valuations are going to remain stable, the tax requests for these different funds would 
remain the same, and if there were any overlapping counties within school districts the overlapping counties 
would see the same ag shifts as the pilot counties that were studied. 
 
Ms. Semmler showed the tax shifts that would occur to the County General Fund, the School Capital Outlay Fund, 
and the State Aid Education Fund with the implementation of each model versus the current system.  For the 
County General Fund, if there is a positive number, it can be expected that a shift onto non-ag properties would 
occur.  If the MPU Method was applied, the County General Fund would start to see more of an impact.  The 
Actual Use method would cause varying shifts, with the biggest impact occurring in the counties that are ag heavy 
with not as many cities or non-ag property valuations.  The School Capital Outlay shifts emulate what is seen in 
the County General Fund primarily because it is one levy that everyone pays.  Ms. Semmler said the most telling of 
all the slides in the tax analysis portion would be the Loss of Local Effort in State Aid Formula, due to the amount 
the state would have to put in to cover the losses in local effort that would occur should the MPU or the Actual 
Use models be put into practice. 
 
Ms. Semmler pointed out that the state aid funding and the determination of how the loss of local effort would be 
recouped to keep the school districts harmless would be one of the biggest barriers to implementation.  Another 
area of concern would be the School Capital Outlay fund.  If any school district experiences an extreme value 
decrease, that will cause the levy to increase.  Currently, there is a limitation on School Capital Outlay where a 
dollar amount to get a maximum can be asked for.  There is also a secondary limit in existence that keeps school 
districts from going above three dollars per thousand.  The school districts are not going to be able to get the 
same amount of tax dollars they have received in past years because the $3 levy limit ceiling will be hit, and they 
are going to be cut off.  This would be hard on those school districts with debt obligations with their Capital Outlay 
fund.  Ms. Semmler asked the committee to make sure to consider the school districts with debt obligations and 
how they will get the money into their Capital Outlay Fund, so they do not default on their debt payment, if any of 
the models that has a valuation decrease is implemented. 
 
Mr. Jim Peterson said the committee needs to look at what has happened in the state over the last ten years to 
get a complete analysis of the shift that has already occurred.  The evaluation of ag land has more than doubled 
across the state, and Mr. Peterson commented on the importance of looking at the tax burden the ag sector has 
picked up in the last ten years.  Not only have property taxes more than doubled, or tripled in some places, to 
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fund schools, but machinery purchase sales taxes have raised tremendously.  He also said it is important for the 
committee to establish some sort of fairness in assessing ag land across the state so that every landowner is 
paying no more than their fair share under the new method. 
 
Representative Chaffee asked if adopting the New Soil Table would negate any of the adjustments already in place 
in the counties.  Mr. Hanson responded there are areas that are helped tremendously by the New Soil Table and it 
fixes a lot of issues some of the counties have.  However, there are parts of other counties that are not helped 
and would still need some local adjustments done. 
 
Representative McCleerey emphasized that the income for those in the ag sector has dropped drastically as the 
commodity prices have dropped. Comparing a taxpayer who has a risk-based income to one with a steady income 
creates a vastly different scenario and the ability to pay those taxes is a factor that needs to be considered with 
the discussion of tax shifts. 
 
Ms. Coyle presented the committee with a summary of the report on the productivity data for the 2020 
assessment year.  Every year in July, a report is compiled with the productivity numbers and a projection based on 
the 8-year Olympic averages of crop and non-crop top dollars.  The DOR projects a drop of almost 1% on a 
statewide basis based on commodity prices and Olympic averages for crop top dollars, and a 5% increase 
statewide for the non-crop top dollars. 
 
Ms. Semmler explained the assessment numbers and the productivity formula used to determine the assessment 
information and referred to the Agricultural Land Productivity Formula handout that was given to the committee 
(Document 2). 
 

Public Testimony 
 

Ms. Angela Ehlers, SD Association of Conservation Districts, said the conservation districts are involved in the 
discussion because they do not believe tax policy should discourage natural resources conservation.  Ms. Ehlers 
drew attention to Valuation Change Analysis handout that was provided (Document 3) and inquired why Tripp 
county was showing such a large decrease in the MPU numbers compared to other counties.   
 
Mr. Hanson responded there will be anomalies.  The Most Probable Use method does take some of the 
management decisions being made into account as well.  Mr. Hanson said the management decisions are most 
likely responsible for that large decrease because in the Actual Use scenario, which is solely based on 
management decisions, the same large decrease can be seen. 
 
Ms. Deb Nacthigall, Meade County, stated there is no consistency in the productivity formula.  She voiced 
concern over how convoluted the formula appears and how different it is across all of the counties. 
 
Ms. Brenda Foreman, SD Association of Cooperatives, asked the committee to continue the discussion of the 
MPU model.  She stated, when productivity was developed, much of the talk centered around keeping the shift 
within the agricultural sector.  As the DOR spoke about the tax shifts, it was about the shift moving onto the non-
ag classes, and not about the shift within the agricultural sector.  She recommended taking a closer look at where 
the shifts would be occurring. 
 
Ms. Semmler commented on the tax shifts stating there will be a shift in the ag community as well.  She reminded 
everyone to keep in mind that when looking at large decreases in value, they tend to say the shift is going onto 
the non-ag sector more so because, with a decrease in overall value for the county, the levy is going to go up.  It is 
not all going onto non-ag, but there are shifts because so many moving pieces are in play. 

http://sdlegislature.gov/docs/interim/2019/documents/DALA10242019-C.pdf
http://sdlegislature.gov/docs/interim/2019/documents/DALA10242019-B.pdf
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Mr. Jeremiah M. Murphy, Lobbyist, SD Stockgrowers Association, thanked the DOR for their work on the study 
and the amount of information they have provided throughout the years.  Mr. Murphy commented that a lot of 
the day’s discussion centered around the weaknesses and the threats of the models but none of it really touched 
on the strengths, and the opportunity that exists is what needs to be kept in sight.  He agreed with Mr. Peterson’s 
comments about the shift that has already happened and said the system is out of balance.  Some taxpayers are 
carrying more burden than others and equilibrium needs to be established.  Mr. Murphy also agreed with Ms. 
Foreman’s statement about continuing to look at the Most Probable Use model because the only criticism heard 
against it was that it was a complicated scenario.  Mr. Murphy encouraged the committee to not dismiss any 
possible solutions as they try to fix the problems, the inequities, and the shifts that have occurred. 
 
Mr. Bill Kluck, Mud Butte, thanked everyone for the work that has been put into the study.  He voiced concern 
over the shifts and the bankruptcy filings that have occurred in the agricultural sector, stating that as assessments 
have gone up, productivity has not.  Mr. Kluck said there has to be a shift backwards to fix how the ag products, 
including crops, have declined in value over the years.  He cautioned that the committee should be very careful 
with changes made to taxes because agriculture should be encouraged rather than discouraged as it is now. 
 

Final Remarks 
 

Senator Cammack inquired if the DOR is going to adopt the new soil ratings.  Mr. Hanson responded that is 
something the department is looking at right now.  The rating system currently being used from SDSU needs to be 
verified and some gaps need to be filled in but moving forward with the new soil ratings is something they would 
like to do. 
 
Senator Cammack agreed with Mr. Murphy’s remarks and stated there are a lot of opportunities for the 
committee to consider and use to recommend potential legislation that could potentially solve some problems. 
 

Adjournment 
 

A motion was made by Representative Chaffee, seconded by Mr. Wiese, that the Ag Land Task Force be 
adjourned.  Motion prevailed on a voice vote. 
 
The committee adjourned at 1:20 p.m.  
 
 
 
 
 
 
 


