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MINUTES 

ASSEMBLY TAXATION 
February 12, 1975 
7:00p.m. 

Members Present: Chairman May 
Mr. Mann 
Mr. Murphy 
Mrs. Ford 
Mr. Young 

Members Excused: Mr. Bennett 
Mr. Christensen 
Mr. Demers 
Mr. Harmon 

Guests Present: (See attached list) 

Chairman May called the meeting to order at 7:11 and 
introduced the legislators present to the guests in 
the audience. He then explained that this was an 
informative hearing presented by the Division of Agricul
tural and Resource Economics and the Cooperative Exten
sion Service, University of Nevada, Reno. They were 
going to explain AJR 23 and its implications. He then 
introduced Dr. Hans Radtke and turned the meeting over 
to him. 

Dr. Garrett, Agricultural Economist, was the first speaker. 
He first mentioned that the main problem that gave rise to 
AJR 23 was the pressures of growth. He said it caused 
high market values for land. This he said, if taxed, will 
tend to force the use of the land to a use that can afford 
to pay the tax. Even if not taxed on the high market value, 
if the differential is great enough, the capital gains poten
tial will change its use, thus encouraging development. 
Agriculture is one of the lowest potential returns in areas 
of expansion. He also said that the pressures of growth 
caused very erratic and, in some cases, undesirable devel
opment such as unsightly expansion and inefficient devel
opments. 
He stated that some of the objectives of the proposal (AJR 23) 
were to preserve agricultural lands and to promote orderly 
development including preservation of open space. 
The meaning of AJR 23 was his next topic. He said it allows 
use-value assessment for agricultural land and open space 
land; and if use value is used a retroactivereassessment 
for at least 7 years is required. This is commonly called 
a rollback. Nevada is basically on a use-value tax for 
agriculture now. So why the amendment? 1. The constitution
ality of the present law might have been challenged. 2. They 
want to include open space land. 3. They want to recapture 
some of the subsidies given to agricultural and open space 
land if they are converted to another use. 
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He then said that the potential effects of the two main 
objectives would be 1) that it will remove the possibility 
of forcing agricultural land to change, and there will still 
be an attraction to utilize capital gains, but this will 
probably be reduced depending on the penalties. 2) The 
potential effect on the objective to promote orderly devel
opment will depend on how the law is written and how severe 
the penalties are. 
In sumation he covered the points which must be considered 
carefully before passage. 1) What lands qualify as agricul
tural lands? 2) What lands qualify as open space lands? 
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3) Is a land-use plan to be adopted before lands are identified 
as open space or agricultural? 4) Are contracts to be voluntary? 
5) What are the penalties for breaking the contracts? 
a. Length of rollback 
b. Interest payment 
c. Any other penalties. 
6) Is county participation voluntary? 

Dr. Glen Atkinson, Economist and Chairman of the Governor's 
Tax Equity Study, reviewed the main objectives of the 
Tax Equity Study. He then added some other questions that 
should be asked while considering AJR 23. There were 1) 
How do you define a farm or ranch? 2) How do you define 
open space? He also said that guidelines for the Tax 
Commission should be set to give equality in all areas. 

Dr. Bruce Mackey, Community Resource Development Economist, 
then went over some of the affects of the use-value plan 
in California. A question he added for the committee to 
think about is, do you let the people sign up for the use
value plan or do you make it mandatory? He pointed out 
that when the voluntary plan was used in the Sacramento 
area only 2% of the eligible people signed up for it. 
He said that the main reason for this was thoughts about develop
ment or that they had just overestimated the value of their 
land. He suggested the voluntary program be used. 

Dr. William Wood, Agricultural Economist from the University 
of California at Riverside, was the next speaker. He dis
cussed the issues and concerns of the California Williamson 
Act which is very similar to AJR 23. Attached is his outline 
that he distributed, and then discussed. (Attachment 1) 
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There was an informal question period with the audience 
and Dr. Radtke turned the chair over to Chairman May who 
adjourned the meeting at 9:11, after sincerely thanking 
the guests and especially the speakers.for attending the 
meeting. 

Respectfully submitted, 

~~ 
Kim Morgan 
Assembly Attache 
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• ASSEMBLY -AGENDA FOR COMMITTEE ON .. TAXATION ......................................... . 

Date .... ~.~!?.~-~~~X ... ~.?..~ .... ~?!fime ... .?.:.?.!?.~ ............. Room .... ~-~~-··············· 

Bills or Resolutions 
to be considered Subject 

31 

Counsel 
requested* 

THIS AGENDA CANCELS THE PREVIOUS AGENDA REGARDING A MEETING 
ON FEBRUARY 11, 1975 OF THE TAXATION COMMITTEE. 

AS BEFORE, THIS WILL BE AN INFORMATIVE DISCUSSION OF AJR 23 
OF THE 56TH SESSION (GREEN BELT BILL)FEATURING DR. HANS RADTKE 
OF THE COLLEGE OF AGRICULTURE, UNIVERSITY OF NEVADA AT RENO, 
AND OTHERS. 

*Please do not ask for counsel unless necessary. 
7421 ~ 
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(Attachment 1) 

CALIFORNIA'S WILLIAMSON ACT 

ISSUES & CONCERNS 

1. Enabling Aspects: 

a. Counties (and cities) may or may not utilize it 
b. Landowners may not sign contracts 

2. Relationship to Planning: 

a. Ag preserves inadequately tied to local general plans 

3. Permanence: 

a. Is ten years adequate 
b. Restrictions on cancellation 

4. Local, Regional & Statewide Interests: 

·a. Local governmental autonomy 
b. Distribution of land categories (rural vs. urban counties) 

5. Equity and Inverse Condemnation: 

a. Dealing with appreciated market value of land 

6. Specifying Use Under Restrictions: 

a. Current use 
b. • Potential use withi~ restrictions 
c. Compatible use 

7. Valuation For Estates and Tax Settlement: 

a. Landowner age and liquidity 

8. Public Access: 

a. Agricultural production, open space, recreation 

9. Land Tenure: 

a. Corporations, family farms and size of ownership 

10. Private and Public Sector Revenue Impacts 

11. Standardization of Use Value Assessment Procedures: 

a. Income estimates 
b. Capitalization rates 

12. Distribution of Program Costs and Benefits: 

A. 
B. 

c. 
D. 

E. 

F. 

a. Legislative Aanlyst: do!@. get what we pay for? 

OVER-ALL POLICY GOALS 

Balancing taxes paid and cost of government services received 

Maintaining land use options 

Retaining open space 

Providing for future food supplies 

Preventing urban sprawl--decreasing urban service costs 

Controlling the speculative function in land markets 
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Reports and Comments I 
LW,~i# -=-an .~~~.t'lilil!!iiie.~www.;..; ~--~-..f ... 

Use-Value Assessment Legislation in the United States"\-

SINCE WORLD WAR u the United St;:ntes has 
experienced a suburbanization mo~,e .. 

ment unparalleled in its earlier history. 
Virtually every city has literally bu1st its 
seams as tracts of land extending far into 
the surrounding country,;ide have shii,ec r.o 
shopping center, subdivision, individual 
residential development, and other t.irban
oriented uses. 

This movement has had a serious impact 
upon the areas used for farming purposes 
around most cities. Rough or hilly siws and 
tracts of secondary value for agriculture 
inay have represented logical sites for resi
dential developmcuts around many cities, 
but it has been the developed farm lands. 
which have usually been picked off first 
for development. Developers, investors and 
s~Iators have been active in bidding up 
rural land prices. Farmers in turn have had 
many opportunities to sell their ho!dings 
either piecemeal or in toto. When they ha,,e 
resisted the temptation to sell, they have 
often found themselves the victimB of both 
higher property tax assessments and the 
higher taxes associated with incre:1.sed loc.i.l 
governmental costs-costs often incurred by 
local governments to provide new resii.'knts 
with services which the farm population 
has hitherto regarded as unnecessary. 

An important outgrowth of this emerg
ing situation has been increased accepr.arKe 
of u~e-value assessf!lem. ~~chniq ues to ret;i.in 
agricultural and other nonurbanized prop
erties in their present uses. Three princi• 
pal motives have prompted this imerest: 
(1) concerns over the need for keeping high 
grade agricultural lands in agriculture; (2) 
a desire to retain existing high grade agri
cultural and other undevefoped lands 
around cities a~ open spaces for greenbelt, 
scenic, and estbetic reasons; and (3) the 
hope that tax measures can implement th~ 
efficient and orderly use and development 

of rur.:cl !awls ar.:n.u,d cities fo•: th::ir m,~. 
socfally d.esirable use3, . 

Class:/i.catit:m of Use-Valur. Legis/ati,,,, 
I.,1.ch of the state laws that de;;l ..-,: 

rural la,,tl. t .. x;J'tiou is unique. Eo.o,.,.:,h ,,1•:
E~rity exii;ts a.morg these laws, h(\w,~1t:i, :. 

jmtify their general classification i;-11D In, 
gro,Jps: (I) da,;si:icd pr0peny t;1xes 1!:; 
give pt;eferential treatment tc> rural ur a~:, 
cultural lands, (2) 5imple pnw1sio,:s •h 
require ;;.,se:.sors to a!>sess !and at iti w:1tr. • 
use-value, (3) deferred taxation arr:-.u,"! 
ments under ,whidi qualifying lands an:,,, 
~esserl at their cuncm use-valm:s hm ~:t 
subJect to mrnnck taxes at th,~ tim.~ :h<" 
shift to other uses, (4) deferred tax an<l n,;; 
back arrangements chat limit e!igih:fa, i..
partidp;i,tion or provide special Lax inw, 
tive1' to lands that have been zoned or d.,, 
sified for ,special uses, and (5) arranger,i~:1:, 
involving the pubEc acquisitkm ol: <l•:r<::(,:, 
mcnt-right easements. · 

While not sp~cifically designed. af t!.« 

value assessment laws, classilictl P''Of?<:r:, 
taxes tend to have a simi!;.;r d'frct in tb 
th!y usually provide preferential tar. ai;,~., 
me!lt tJ·eatment for agricuhura~ i.nd mr." 
times other open space use~. Tht: da~i(;:.,; 
property tax laws of Arizona, Minne~.01. 
Montana, and '\.Vest Virginia all -:all for~, 
:cessment of agricultµral properties a1 :;~ 
lowest authcrized percenr.age of ma1~,7 
value. AJabamZ! am.ended i.ts constitution i: 
l 972 to ptovide similar iax das~ilic,6,'. 
treatment. 

Several st8tes have use-va!ue a551::,,:1,•tr.: 
provisions that prnvide that those b.n~, 
that qualify as agricultural lands, a.ntl ill<: 

t An earlier drnft of this article was pres,;m~ , 1 1 
ieminar of NE--67, the Norr;teas:em Region.cl R, 
sc,t;ne Economics Research Cnm'Ilittec 01< Llic 11:: 
pact of t:<1e-V.iiue Anessmmts •"'in Farm L<.n.i. ~ 
Der.ember 19'i'Cl . 
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other lands as qualify under the specific 
terms of the law, be assessed for property 
taxation purposes on the basis of their. val
ue~. for agriculture at)d open space .. Other 
Potential "highest and best" uses ate to be · 
ignored by th~ as.,;e.~ment officer. The cri
.terion in assessment valuation is the value 
of .the land in its present rather than its 
possible alternative uses. The utilization of 
nearby tracts of land for other purposes and 
the potential for shifts to other uses that 
buyers would consider in market transac-

. tions are not to be included in the deter
mination of assessed values. Nine states had 
laws of this type in 1971. They include 
Colorado; Connecticut, Delaware, Florida, 
Indiana, Iowa, Louisiana, New Mexico 
and South Dakota. · 
.. A more complicated arrangement involv
ing a deferred or rollback tax on declassi
fied lands has been adopted in 14 states: 
Alaska, Arkansas, Hawaii, Kentucky, Mary
land, Minnesota, New Jersey, Oregon, 
Pennsylvania, Rhode Island, Texas, Utah, 
\'irginia, and Washington.· Under !J:tis ar-. 
rangement, two. assessed values are deter
~1ined annu3!!"y"~~oi'. each qualified_property. 
Ille value :tr wliacb the property 1s assessed 

•>n the tax roll corresponds to its use-value 
J\SCSSment in its current agricultural or 
npen space classification. A second value 
representing the assesst'<I value that would 
lit assigned to the property if it were as
~sed according to its current market value 
:, also recorded. As long as the property is 
:11ilized for purposes consistent with its 
(lassification under law, it is assessed for 
:1roperty taxation on the basis of the values 
mociatec.l with that use. Should the prop
my be sold or developed for purposes not 
mnsistent with those covered by the law, 
111 or part of the taxes due on the differ
~nce between the two levels of assessment 
11tcomes due. Deferred tax payments are or
!inarily limited to given percentages of the 
!derred taxes or to rollbacks for a limited 
:iumber of years of deferred taxes. 

A fifth arrangement goes beyond the use 
•f special taxing measures to authorize 
mits of government to enter into contracts 
11·ith property ownen for the public hold
ng of the development rights to specific 
?ropcrties. As applied in California, this 
1pproach permits cities and 'counties to 
!!lake IO-year continuing contracts with 

property owners for the ,establishment of 
agricul~ural preserves. Annual payments of 
approximately five per cent of the assessed 
value of the land are made to the owners to 
compensate them for their tax Habilides, 
in return for which the owners are expected 
to retain their lands in agticuJtural, recte
ation, or open space i1ses. Paytttents are 
graduated downward over the remainihg 
contract period when owners elect not to 
renew their contracts. Penalties involving 
payment of up to half of the new assessed 
value of the property are roJlected when 
contracts are cancelled for reasons such as 
the shifting of land to other uses. 

Variations in Laws 
The use-value assessment laws of the vari

ous states vary considerably in their provi-
. sions. In addition to adopting the different 
approaches described above, some of the 
legislative provisiorn1 are irery brief and 
leave the interpretation of many points to 
tax assessor or tax administrator discretion 
while· others are quite detailed and com_ere-
hensive. Some laws such as those of Cahfor
nia and Maryland have been subject to 
considerable legislative revision. · 

Several of the laws are designed primar
ily to provide preferential tax treatment 
for farmers. An increasing number, how
ever, utilize use-value assessments as a 
means for directing land use and hopefully 
for preserving agricultural and open space 
areas around cities. This broader ·objective 
is highlighted in the Maryland Jaw which 

. . . declares it to be in the general public inter
est that fanning be fostered and encouraged in 
order to maintain a readily available source of 
food and dairy products close to the metropoli• 
tan areas of the State, to encourage the preserv.a-

. tion of open space as an amenity necessary._ to. 
human welfare and happi.ness, and to prevent·. 
the forced conversion of such open space to 
more intensive uses as a result of economic pres
sures caused by the assessment of land at a rate 
or level incompatible with the practical use of 
such land for farming.1 

The laws of California, Connecticut (which 
is supplemented with.~kiJ_tii(Lcapuai 
gains t~, Hawaii, and Washington pro
vide excellent examples of mea~ures which 

1 Annotated Code of Maryland, Article 81, Para• 
graph 19 (b), p. 567. 
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employ the use-value assessment concept for 
land .use planning purposes. . · . 

Some of the leading differences in the 
individual Jaws center around their provi
sions relative to ( l) size o! eligible tracts, 
(2) prior use requirements, (3) productivity 
requirements, (4) permitted uses, (5) sys1ems 
for determining use-value, (6) voluntary or 

· mandatory participation, (7) term of dassi
fication, (8) termination of classification; 
(9) rollback provisions, (10) application to 
partial sales or conversions, (11) application 
to buildings and improvements, and (] 2) 
~reatment of eminent domain and forced 
conversions. 

AU of the laws assume applications to 
agricultural lands. Most of them, however, 
have no provisions as to minimum acre
ages. Of those that do specify a minimum, 
most require tracts of five or ten acres, al
though Pennsylvania requires 50 acres of 
farmland or 25 acres of forest land with 
smaller acreages of farmland being accept• 
able if certain value of production stan-
dards are met. . . 
. The laws generally assume or require 

that eligible lands have prior histories of 
agricultural use. Three states-Delaware, 
New .Jersey; and Oregon-require that lhe 
land have been used in agriculture during 
the preceding two years; Texas for the 
three preceding years; and Florida, Ken
tucky, New Mexico, South Dakota, and 
Utah for the five preceding years. Arkan- · 
sas requires that the land be designated as 
farm, agricultural, or timberland by the 
county hoard of equalization. Maryland re
quires that it be zoned agricultural or have 
a current or past history of agricultural' or 
timberland use. Pennsylvania requires that 
i~ .be classified by a local planning commis• 
s1on. 

An interesting requirement included in 
several laws tends to discriminate against 
property owners who do not operate as com
mercial farmers. New Mexico requires g·ross 
production valued at $100 or more in the 
two preceding years; Delaware, New Jer
sey, and Utah a gross production value of 
$500 for each tract in the immediately pre
ceding two to five years; Kentucky $1000 
of gross returns for both of the two preced
ing years; Minnesota a gross of $750 plus a 
minimum value of production of $25 per 
acre; Hawaii a minimum of $200 per acre 

except on pastural grasslands; and Wa~b-
. ington a minimum of $ 100 per acre 01i 

tracts of 5 to 20 acres and $1000 per acre on 
smaller tracts of farmland. Alaska goes • 
step farther to_ require that the ownrr 
secure at least a fourth of his income fron; 
the land. 

All of the laws permit and encourage tht 
continued use of the classified land in agri
cuhure. Many define agriculture as includ. 
ing horticultural and orchard uses and Ulf 

for livestock production. Ark~nsas, Det1• 
ware, Florida, Hawaii, New Jersey, Utak 
and Virginia specifically include forestry a, 
an authorized use, while California, Con
necticut, Pennsylvania, Rhode Island, an~ 
Washington expand their coverage to in• 
elude open space land. . 

Several of the laws make no mention oi 
the procedures or guidelines assessors are 10 
use in the determination of use-values for 
assessment purposes. Criteria for assessmem 
are outlined in several laws, while in 
others the responsibility for preparing a,
sessment guidelines is specifically delegated 

I to the state tax commissions. Ca.J!{t~li!.ation 
of the value of far~.P~lucts o~ of the gro~1 
rental . v~lues for the producttonof farm 
crops are indicated as the favored'valuation 
technique7ri Connecticut ·and Iowa, while 

. analysis of the sales prices of comparable 
lands for agricultural use is favored ir. 
Kentucky. Provisions are made for the ap
pointment of state farmland evaluation 
committees to advise assessors on appropri
ate use-value levels in Delaware, New Jer• 
sey, Utah, and Virginia, while provision) 
are made for county land advisory commit• 
tees in Indiana. 

Use-value assessment. applies automati• 
cally to all qualifying lands in several 
states. In Arkansas, California·; Minnesota. 
Pennsylvania,· and Rhode Island, however. 
land owners must apply to have their land1 
classified for use-value assessment. In Con
necticut, Delaware, Kentucky, New Jerse,. 
Texas, Utah, and Washington annual a~ 
plications must be submitted for this pu1-
pose. 

Eligible lands are classified on a year-to
year basis in most states. The leading ex
ceptions are the classified property stai~: 
Maryland, which uses continuing classi~
cations; Hawaii, where the State Land Ust 
Board reviews all agricultural district clar. 
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,ifications every five years; and California, 
Pennsylvania, and Washington, where the 
classifications involve commitments to keep 
the lands in their present uses for periocis 
nf five or ten years. 

Classification for u~e-value assessment is 
automatically terminated in all states if the 
lmd in question shifts to or is developed 
for unauthorized uses. Lands can also b(! 
declassified at the request of the owner. The 
laws in Arkansas, Connecticut, Delaware, 
lnd Utah provide for terminati.on of the 
dassification if the owner fails to reapply. 
Owners who fail to. reapply in Arkansas 
!ose their eligibility for use-value asse~s
ment classification for a period . of four 
1ears. 

Rollback provisions are included in the 
\aws of the 14 states •With deferred tax ar
rangements. Alaska, Kentucky, and New 
lersey levy a rollback tax equivalent to the 
difference between the taxes paid and those 
:hat would have been paid under the sec
·>11d assessment for the preceding two years. 
\faryland, Minnesota, Rhode Island, and 
Texas have a three-year rollback period. 
\faryland has the additional provision that 
'he tax shall not exceed five per cent of the 
hill cash value assessment of the land at 
:he time • the tax is paid.. Pennsylvania, 
l'tah and Virginia use a five-year rollback; 
• lregon, a five-year plus interest at 6 per 
·ent rollbac.k; and Washington, a seven
\far plus interest rollback. 

Of the states with rollback penalties, it 
'.I interesting to note that Maryland, New 
lrrsey, Rhode Island, and Utah are the 
•nly ones with specific provisions that in
!icate that the rollbadc. taxes will apply 
·nh· to the lands that are declassified. The/ 
·;uestio':1 of what happens. with the_ partial 
mnters1on or sale of classified holdmgs for\ 
ionauthorized use is ignored in most of the\ 
:,ws. 

Similar vagaries are involved with the 
·,uestion of whether the classifications 
1~ould cover buildings and whether roll-
1•Jck taxes should apply to eminent domain 
ind forced conversions. Alaska, Connecti
nu, Florida, Hawaii, Minnesota and Utah 
?ro,ide for the inclusion of farm residences 
·,nder the agricultural classification. Cali
,.,mia, Delaware, Kentucky, New Mexico, 
Oregon and Texas specifically exclude farm 
~idences from this classification while the 

laws of the other states ignore this is1>ue. On 
the subject of applications o_f the rollba_ck· 
taxes to b.nds taken by emment domam, 
Utah re::.mires the rollback while Hawaii, 
Rhode I'slaml, and Vvas!iington exempt 
dassified lands from the pem:!ty tax, and 
the oth:~r state laws make no mention of 
i!1iS h:sue. 

Efjec£it:en::ss of the Use-Value Laws 

Exceot foe the classified property tax pro
dsiorn/ i.w~d in Minnesota, Montana, and 
West Virglnb, most of the laws have been 
enacted sin.ce 1960. Research on the actua1 
impacts cf Lise-value assessment vary by 
stage, by type and time of existing or pro
posed :egi&latio:n, and by stage of legal re
view. Constitutional amendments are often 
necessary to meet uniformity of t~xation 
requirements in many ·states. These m tum 
can limit the scope of state laws and create 
legal problems. C_orrespondence 'Yith_ offi• 
dais and scholars m several states md1cates 
that many of the laws are viewed primarily 
as a concession to agricultural interests and 
that many states are still devising regula
tions and procedures for the smooth opera
tion of their laws. 

The laws of California, Connecticut, 
Hawan,7\'Aiiryla:nd, and New Jersey are 
generally credited as having had desirable 
effects in slowing down the haphazard, 
helter-skelter shifting of rural lands to 
urban-oriented uses.2 Hawaii was able to 
achieve extensive state land-use planning 
and zoning as early as 1961 with passage of 
the State Land Use Law. Widescale land 
speculation and development has c~ntin
ued in each of these states, however, and 
land speculators have been identified il"! 
some cases as leading beneficiaries of .use: 
value assessment. 

California provides an excellent example 
of a state where public attitudes towards 
measures for providing tax concessions to 
owners who are willing to hold lands in 
continued agricultural and open space uses 
have matured. When use-value assessment 
was first proposed in California in the early 
1960's, it was regarded as tax relief for 
farm owners. Today this approach finds 

2 Pennsylvania and Washington have laws that 
could have similar effects. Pennsylvania's law, how
ever, h:u been largely inoperative because of faulty 
phrasing. Washington's law was enacted in 1970. 

41 
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many of .its strongest supporters in urban 
centers. It has become a land use measure 
that provides a means of preserving or at 
least slowing down the erosion of the open 
space areas found around growing cities.3 

Strengths and Weaknesses-An Evaluation· 
As is true with most taxation and land 

use directional measures, strengths and 
weaknesses can be claimed for each of the 
various use-value assessment arrangements 
now in use. All of them have a common 
goal in enwuraging the continued use of 
land for agricultural and other open space 
uses by assuring owners that their assess
ments for property taxation purposes will 
not rise above levels commensurate with the 
uses. made of the land. Beyond this objer
tive, wide.differences exist in the techniques 
·used, the extent to which responsibilities 
are assigned to the benefiting taxpayers, and 
tpe way~. agricultural and open space lands 
are used as a desired feature in well-ordered 
land use patterns. . · 

Purposeful evaluation of the current use
value assessment laws calls for assumptions 
concerning the full scale of the objectives · 
to be attained. If the objective is simply to 
give the owners of farms or other open 
space lands a "tax break'' which will enable 
them to continue operating their properties 
in the future as in the past, use of a simple 
use-value assessing arrangement may be 
enough. This arrangement involves a mini
mum of administrative fuss and bother. 
Assessments are related Lo the current uses 
ma<;fe of properties, and assessed values pre
sumably are correlated both with the exist
ing use capacities of individual properties 
and with the incomes they provide to their 
owners. 

The chief problem in this case is simply 
that of devising an appropriate techni<Jne 
for determining use-value. The appra1~.11 
process used in assessing agricultural and 
open space lands normally depends heavily 
on the use of sales value comparisons. The 
ruling out of this approach and the stipula
tion that use-values must be based upon 
worth for agricultural or open space use 
complicates the assessment procedure. As
sessments involving separate appraisals of 
the income productivity of each tax parcel 
seem hardly practicable. The technique ac
cepted in several states of e~rnblishing advi-

sory committees to provide value guidelin~ 
on acceptable ranges of values for different 
soil associations, cropping patterns, and re
source us-e programs has·merit and appean 
to work ·out acceptably. 

A second major· weakness of the simple 
use-value assessment approach is that it be, 
stows benefits on a panicular class of tax
payers with<111t giving them concomitam 
responsibilities. This is not necessarily bad. 
In practice, it can be justified as an expm
sion of public concern .or as the granting of 
a subsidy or as protection to a vulnerable, 
easily exploited citizen group. Simple use
value assessment, however, may be criti
cized on the ground that it provides pro
tection for a group of taxpayers without 
securing any assurances or guarantees tha1 
the classified lands will continue more than 
momentarily in their present uses. This ar
rangement can encourage speculators and 
develope.rs to acquire farm and other open 
space lands far in advance of the time 
when they will probably be needed for de
velopment. Used in this way, use-value 
assessments can promote tenancy, less inten
~ive land use than would result in its ab
,cnce, and the hedge-hopping of speculator
held trach in land development. In thi~ 
process, the best interests of local communi
ties may be ignored and large tracts of land 
may receive favorable tax treatment at a 
time when their capital values are appreci
ating because of nearby suburban growth 
and the provision of additional local go,·. 
ernment services. 

Some of the taxpayer responsibility proh, 
lem may be handled ~y the adoption of tax 
deferral arrangements. This addition make~ 
it possible for property own~rs _to keep their 
holdings in agricultural and open spate 
uses. Should they or their successors in 
ownership decide to shift to other land use,. 
a deferred tax can be paid. Payment of thi, 
tax out of the seller's capital gain simpli6e, 
his problem in holding the land. Mean
while, payment of the extra tax at the timt· 
of the shift in land use should bring added 
revenue to local governments at a time 1,f 
probable need. 

a Don V. Collin, "The California Land Consma 
tion Act: The Easement and Control Approach i.. 
Open Land Planning," Proceedings of tlle Semin:.r 
on Taxation of Agricultural and Other Open Land 
April 1971, East Lansing, Michigan, pp. 55-66. 
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Tax . deferral arrangements, however, 
pose a number of problems. Two assess-. 
ments must be made for each property 
where one was made before. There may be 
some temptation for as~essors to value prop
erties higher in the second "true market 
value" assessment than they would other
~1·ise. Questions may also be raised concern
mg the amount of deferred tax that should 
be paid as a penalty if the owner changes his 
land use. Justifications can be advanced for 
requiring'payment of all of the deferred tax 
plus interest. Most states, however, have 
mftened this penalty by limiting the tax 
rollback to periods of from two to five years. 

_Whtie they make a gentle bow in that 
1hrect10n, tax deferral arrangements really 
)·est property owners with little responsibil
ity for keeping lands in their present use. 
!hey provide a curb or penalty for shift
ing, but when the rollback period is short, 
they represent only a slight deterrent for 
the speculator who plans ,tfr hold his lands 
at low tax cost while he waits for his 
expected market to emerge. At the other 
extreme, deferred tax payments covering ex
tended periods, with or without interest, 
rnuld involve amounts of sufficient size to 
discourage desirable future shifts in land 
me. 

If it is assumed that responsibility for 
keeping lands in agricultural and other 
open. space uses should accompany the 
l:rantmg of the me-value assessment privi
lege, it can he argued that use should he 
made of contractual arrangements that will 
p_reserve existing uses for stated time pe
rtods. Contracts for easements can intro<lm:e 
r!eme~ts of stahility in fluctuating land use 
•~t11at10m They can he used in comhina
!lon with other governmental measures to 
•hannel developments to other areas and to 
l'.romote desired land. use patterns. Acquisi
!lon of easements can prove expensive and 
can be administratively difficult, hut a con-
1ractual arrangement relating easements 
:,, use-value assessments can stabilize local 
,ituations and provide local governments 
:,ith time for the purchase of permanent 
•·a1ements. 

lmofar as use-value assessment is ad-
1anced as a means for securing better or 
'»ore orderly land use, steps should be taken 
:o co<>~dinate it with the local planning 
:,rocess. Some owners of agricultural hold-

ings should be encouraged to shift their 
lands to urban developments while others 
should be urged to retain their properties 
in open space uses. Individual owners can
not always judge wh;1T"is ·t~sr-.. ff,im. the 
standpoint of the community :it large. Plan
ning commissiom can play :m important 
role in these situ.'.!tions and it is po!Jably 
the best p'.)licy to require planning com
mission dz:.sirrna tion of the areas er zones 
where me-value assessments should. be used 
~s a tool for keeDing lands in agricultural 
and open space ~1es. Planning. commission 
action should he fortified with appropriate 
zoning regulations. · 

Desirable :>.s local planning and zoning 
regulations may be as a supplement to use
value assessments, they have their short
comings. Plans are always in a state of flux 
and local zoning regulations have a reputa
tion for being easily modified and changed 
to meet the desires of vocal interested par
ties. State land use districts or agricultural 
and natiual reserves offer an alternative 
that can be flexible enough to meet chang
ing needs and yet stable enough to with
stand local real estate development pres-
sttres. . 

If the objective is to pr{!serve agricultural 
lands, keep considerable areas around cities 
as open space, and promote the develop
ment of orderly and efficient land use pat
terns, steps should he taken to interrelate 
and coordinate use-value assessments with a 
variety of other land use directional meas
ures. Each approach used to direct land use 
has its own direct and indirect costs as well 
as its own set of administrative difficulties. 
Contracts and easements can give continu
ity and duration to land use preservation 
programs. Planning and zoning ordinances 
can provide them with overall direction. 
State ag1'ici:ilforal and natural area reserves 
can be established to give them breadth 
and stability. Public grants-in-aid may also 
be used to shoulder part of the general pub
lic responsibility for maintaining open 
space and to compensate local governments 
for the lo,s of foregone tax revenues. 

Consideration should also be given to 
alternative approaches. Land owners £re- · 
quently hold properties with the hope of 
selling at some future date for a handsome 
car>ital gain. Under use-value assessment, 
local governments share the ripening costs 
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associated with these holding operations. 
They frequently play larger roles than 
most owners in creating the market demand 
conditions that justify high resale prices. 
This situation warrants ·the substitution of 
a capital gains tax for the present deferred 
tax. Properties could be appraised at their 
market values when classified for use-value 
assessment and again when shifted to ineli
gible uses. A graduated tax rate rising from 
.a. low ra~e for pfoper~ies "held. for a short 
t1m~per1od to a maximum rate of 50 per 
cent, ~tor example, could be applied· to al
·Jow the local community to share with the· 
owner in the capital gain -associated with 
their joint venture in holding the land at 
a less-than-highest-and-best use while wait
ing -for an emerging market to materialize. 
Private investors might also be. granted an 

infiation-coriected allowance for the full 
value of their inve~tments and be required 
to pay a near 100 per cent capital gains tax 
on any remaining surplus. · 
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GORDON BACHMAX 

Decentralization and the Growth of Urban 
Manufacturing Employmentt 

RECENT PATTERNS .of urban growth have 
reflected the redistribution of manu• 

facturing employment within and among 
metropolitan areas. For the 1954-1967 pe
riod, the 35 largest SMSAs, adjusted for an
nexations, experienced a 9% dedine in 
central city manufa<turing employment 
while employment was more than doubling 
in suburbs. As the production requirements 
for manufacturing have changed, so have 
the economic strengths of alternative pro
ductiou sites. This paper focuses on the 
determinanls of (1) metropolitan (SMSA) 
differentials in the extent of manufacturing 
decentralization, and (2) city differentials 
in the growth of manufacturing employ~ 
ment, 1954-1967. 

Shifts in .Manufacturing Locations 

Location decisions within SMSAs ckpend 
on the significance of agglomeration econo
mies found in the city relative to poten
tially lower unit labor and land costs avail
able outside it. The most important of the 
agglomerative forces are urbanization econ
omies, not readily transferable to suburbs. 
External economies accrue from central 
city locations to groups of firms, resulting 

in lower average costs of production. Tht 
most important economies come ·from the 
availability of ancillary services, centralized 
shipping points, and larger, more skilled 
labor supplies. Firms dominated by urban
ization economies are typically small and 
use space vertically rather than horizon
tally. Thus, higher unit land costs in citie, 
a:re less an obstacle to centralized firms than 
to those for which horizontal plant layoub 
will· minimize costs. The contributlon ol 
capital to value-added is small for firms lo
cating production facilities in centralize,! 
sites. 

For other firms, the attributes of urban 
sites offset losses due to urbanization ernn
omies left behind. Indeed, in three in, 
stances centralization is less necessary. (L 
The truck has reduced short haul cosi
within SMSAs, thereby decreasing the need 
for central handling facilities. Container 
shipping has also permitted productio11 
sites away from city rail-sidings. (2) Tht 
automobile boom has increased congestion 

t The author acknowledges the helpful commenr, 
of Professors M. S. Baratz a:nd E. J. Burtt, Jr. on an 
earlier draft. 



Statement for the Printed Ballots and Voting Machines 

The following language should appear on the printed ballots and 
voting machines: 

Shall--Assembly Joint Resolution No. 23 of the 56th Session (i~71), 
approved by the 57th Session ( 1973), proposing to amend 
Section 1 of Article 10 of the Nevada Constitution, relating to 
rates of assessment and taxation of property, to authorize the 
Legislature to classify agricultural and open-space real property 
separately for taxation purposes, and to provide for retroactive 
reassessment of such property when converted t() a higher use, 
be approved? 

Yes ........................ . 
No ........................ . 

(Explanation of Question No. 3) 

Section 1 of Article 10 of thP. Nevada Constitution presently 
requires the Legislature to provide for a uniform rate of assessment and 
taxation on all property. Assembly ,Joint Resolution No. 23 would 
amend Section 1, Article 10, to authorize the Legislature to classify 
agricultural and open-space real property as a separate class for taxation 
purposes. Agricultural and open-!ipace real property having a greater 
value for another use than that for which it is actually being used 
could, therefore, be taxed accordinq to a separate uniform plan for 
appraisal and valuation. The amendment further provides that when 
agricultural and open-sp.Jce real property is converted to a higher use 
conforming to the use for which other nearby property is used, the 
Legislature shall require dt least seven (7) years retroactive assessment 
of taxes on the property, requiring the property owner to pay add
itional taxes at the standard assessment for that period based upon the 
higher use. A majority vote of 'yes' would so amend the Nevada 
Constitution. A majority vote of 'no' would defeat the proposed 
amendment. 

Prepared hy: 

James It. Garrett, John W. Malone, Jr .• and Hans ll. Radtke 

Max<:. Fleischmann College of Agriculture, Univer1ity of Nevada keno 

Division o! Ap:ricultural and Resource Economic~ 

QUESTIONS AND ANSWERS REGARDING PROPOSITION 3 
(AJR-23 or Greenbelt Amendment) 

On the November 5, 1974 ballot, the voters of Nevada will be asked to 
vote on a Constitutional Amendment to allow the Nevada Legislature 
to make separate assessments of agricultural and open space real 
property. The purpose of this pamphlet is to answer some of the 
questions that might arise relating to the amendment. 

Q. Why are we concerned with Proposition 3? 
A. It is recognized that urban sprawl and uncontrolled land develop

ment is not the most ideal use of our limited land resources. 

Q. What will Proposition 3 do? 
A. It will aUow a change in the way agriculture and open space lands 

will be taxed. 

Q. In what way? 
A. These lands could then be assessed according to their ability to 

produce income. 

Q. How does that differ from the present system? 
A. It doesn't as far as agricultural lands are concerned. However, 

it will include certain open space land which is not presently 
classified as agricultural. 

Q. If there is no difference in how land is taxed, why not just include 
open space in the present system of taxation? 

A. There is some question as to whether or not the present system of 
taxing agricultural land is constitutional. 

Q. What if it is unconstitutional? 
A. If the present procedure is ruled unconstitutional by the courts, 

then agricultural iands would have to be taxed according to their 
value in an open and free market--just as homes and most other 
businesses are now, where price includes much more than what 
the land will produce in income. 

Q. Why is ~his bad? Would not this mean more tax revenue? 
A. Probably so, hov,evcr it would also tend to accelerate the change 

ot ldnd from an i.lgricu!tural use to a use that would be. mort able 
to ray these hioh:-:r laxo•;. · 



Q. 
A. 

Q. 
A. 

Is there any evidence ot thi;;? 
Yes. Studies have ;hown that many farms and ranches arc receiving 
a very low return on their investment. A very substantial jump ir 
taxes would torce these people out of business. 

How much land are we talking about in Nevada? 
It is estimated that only ahout 8. 7 percent of the State's land area 
is subject to conversion under this amendment. This doesn't sound 
like much, but it is over 6 million acres and does include most of 
the better lands in the state. 

Q. Are you saying all farmers and ranchers will be forced out? 
A. Of course not. Many farms and ranches, particularly those in the 

less populated areas of the state will not be affected nearly as 
much as those closer to the urban areas where they are more 
suited to development. 

Q. Back to the amendment, it's easy to see how it might slow down 
d9velopment if we were on a market value assessment, but will it 
do any good in going from our present system? 

A. Yes, it should to some extent. Even though the taxing scheme 
would be the same as under our present sy:;tem as long as these 
lands remain in agriculture, there is a provision to penalize those 
that change the use of this land from agriculture to some high~r use. 

Q. How? 
A. By what is called a deferred tax or 'Rollback'. In this case it means 

collecting a tax on the difference between the value of the 
property on the market and the value of the property in its past 
use. What's more, this tax will be accum1.1lated over a period of at 
least seven years. 

Q. Is this something new? 
A. To Nevada, yes. This is the main thrns1 of the amendment. 

However, the idea of preferred taxation, that is taxing agriculture 
and open space lands differently than other property, and that 
of deferred taxation has been tried in various forms and in various 
combinations by at least 31 other states. 

Q. So it has been successful? 
A. Not necessarily. The success of the approach depends to quite a 

large extent on how it's implemented. These other states are 
finding that for it to be as successful as they had hoped, it must 
be tied to some type of zoning or land-use regulation. 

, ____ ./ 

Q. How is this? 
A. A community pl.inning agency must decide as to which lands 

would qualify as agricultural or open space and which lands should 
go into more intensive development. Once this decision is made, 
then those lands which qualify would be taxed according to this 
lower value use. 

Q. Is this part of the amendment? 
A. No. Definitely not. The amendment only changes the Constitution 

so that the Legislature MAY change the current laws. It is not an 
act and will not automatically change the law. 

Q. Are there any alternative ways of controlling \his land develop
ment? 

A. There are other way'!, that are either being tried or being proposed, 
but as yet it is too early to assess the impact of these approaches. 
One- is called a 'Circuit Breaker', which means simply to tax 
property at differing rates depending upon the owner's income. 
This means that the land owners with higher income will be taxed 
higher because they have a higher ability to pay--as they now do 
in· our federal income tax laws. Another approach is for the st:-te 
or county to buy development rights which may be bought, sold 
or simply held much the same as water rights are. Another 
approach is to zone lands without the incentive of the tax defenal 
system. Each of these has its disadvantages as well as its advantages 
and their success is not known at this time. 

The following is the actual language of the amendment to section 1 of 
article 10 of the constitution: 

Notwithstanding the provisions of this sectiv11. th£• legislature may 
co11stit111e agricultural and open-space real proper:y ha~·ing a greater 
value for anot11C'r 11se than that for wl11ch it is being used. as a sep
arate class for taxa·tion purposes and may r,rovide a separate 
uniform plan for u1:;,raisal and i•al11atio11 of such propt'rty for assess
ment purposes. If such plan is provided, th<• legislature shaU also 
provide for retroacm,e aHessment for 11 period vf not leH tha11 7 
vears when agricullurul anJ open-space' property is converted to 
~ higher use conform in}? to the use for which other nearby property 
is u.1·<•d. 
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SUMMARY 

Currently in Nevada, agricultural land is given preferential assessment, i.e., property tax 
assessment based on use of the land rather than market value. In November of 1974, Nevada voters 
will vote on a constitutional amendment which, if passed, will recognize this practice and allow for a tax 
deferral and recapture penalty if the specified agricultural or open-space lands are later developed. 

The two central issues behind the amendment, Assembly Joint Resolution - 23 (Proposition 3), 
are tax equity and future land use planning. Are property taxes on agriculture equitable:·and./if preferential 
assessment is granted, should a penalty be imposed on the land if later developed? If the primary interests 
and emphasis are land use planning and controls over rapid unplanned development, then what additional 
restrictions should be a part of the eventual differential assessment law? 

This publication draws no conclusions about whether Nevada should pass a differential assessment 
law or the kind it should use. 'That is a decision for the citizens and the legislature. This review does 
recognize that Nevada presently has a system of preferential assessment of agricultural land which may or 
may not be in violation of the uniformity clause of the State Constitution. 

The intent of this paper is to provide a framework for the decision-making process and to put into 
perspective the issues surrounding AJR-23. It is worth repeating, however, that because of current use 
value or preferential assessment practice, the intent of AJR-23 is seemingly not to further reduce taxes 
on agricultural lands, but to recapture revenues when and if those lands are developed. 

One of the prime questions that remains is the degree of interest in the State in land use planning 
and permanent open-spaces. If these are particular concerns, then the ultimate definitions, eligibility 
criteria, and restrictions of the final differential tax law become very important. Alternative approaches 
to tax equity (i.e., the circuit breaker) and alternative approaches to land use planning (i.e., direct con
trols) are not competitive or mutually exclusive, but rather complementary. Since no single approach is 
best, alternative complementary approaches should be seriously considered. 

ii 
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Chapter 5 

S11n11nary and Co11clusions 

1. \i'ith or 1citho11/ 11s1'·r11l111' ass1',.\111ent laws, farm 
real cs/ale is gnwmlly as.1·css1·d in a 7H·efere111i11l 
m111111cr a~ c1111111111'e<l to no11far111 real cs/ate. 

This is a ratli('r \\'dl-knn\\'ll fact. associated "·ith 
· the tendency to assl'.,s _lanitlands in1 a primarily use
value basis, r<'gardk~s of la\\'. In fact JCJ,l assessment
sales ratio figures s11gu;1·\t that there is mow asscssnw11l 
equalit_1· hl'l1\·,.,.rr rnr;t! :rn<l urban pmpntii'~ i11 states 
1cith l!S('·\·;d11, .1",·,,111[·11t legislation than i11 states 
1citho11l ~1wli L11\·s. 

SirniLtrl_1, tlw adoption of use-value assessment laws 

app1·ars to be associated with achievements in assess-
11wnt ('(lualizalion IH't\\'('l'll farm and nonfann prop
erties. In oth('r words, when and where farm and open 

sic properties, particub,_-ly on the urban fringe, ar_c 
,sed as the law says ( 1.e., upon market value cn

teria) demands to change the law mount. 

2. In terms of income, real property taxes impose a 
greater burden upon farmers than upon other 
segments of tlie 71opulatio11. 

This is in spite of the fact that farm real estate is 
taxed at a eonsid<'rablv smaller rwre('nt.we of full • h 

value than n1ost rnmfarm real estate. 
From 196~ through W71 real propl'rl_1· taxc•s ah

sorhcd on·r 7 p(-r(·<·nt of p<-rson:t! farlll income\ double 
tht' pcrccntagt· fnr 11011farm income. In 1972, a record 
year in tl'rms of farm income, the figure still stood at 
6,9 per<.Tnt. Although another record year in 1973, 
with prospects of an almost equally good year in 1974, 
should nmelioratc the situation somewhat, the basic 
trend will persist. :t--1 uch of the problem stems from 
the fact that fanning i~ a real estate intensive enter
prise, as well as from the tendency of per capita farm 
income to lie below per capita urban income. On the 
urban fringe, ,vhcre the problem is most serious, hmv
ever, the primary cause is nonfann market forces 
which drive market values far alnve agricultural 
valuc.s. 

• 
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tax relief to urban f rin{(I' far111crs can regard a 
11sc-uil11c farnilcnd 111,1•1.1111<'11/ 11mgram as mi cf
f ecti i:e rel ir·f 111ct1su H'. 

:\11 i1np<1rl:w! .:t<kantagc to thcst· programs is that 
th1•1 strik<' diH',·tly at the problem itself--large in
nl'aS<'S in land values and tax('s due to nonfarm market 
factors. 

Another relief measure gaining popularity and 
worthy of further study is a system of "circuit-brcakci·" 
tax relief, similar to programs by the same name in
stituted to grant property tax relief to ddcriy honic
owners. Fann real estate taxes which cxcccdccl a cer
tain percentage of farm income would simply he 
returned to the owner. \Vhilc such a plan has certain 
logical appeal, there arc some problems that would 
have to be worked out. 1fost importantly. making tax 
rPlief contingent npon farm income would encourage 
the inefficient or minimal agricultural use· of land. 
Speculators and part time farmers who produced only 
the minimum required income would he inost · re
warded. The alternative, to make rdief eoHtinu;('nt 

upon total i1;c·oll)(\ \\'0111d giv(· ris" to anuth<'r si'ri<'s 
of problcnis. l'sc-YahH· asst'ssrncnls have tlH' appeal of 
takiBg a more dirl'ct and unc'nc:mnbercd approach. 

liowevq-, there can be a good deal of difference 
between types of use-value assessment programs. \Vhilc 
a well designed plan can extend hdp when and where 
it is 1wcd~,cI, a p;>0rly written law might benefit many 
for whom it was 1wt intcndl'd, ,is wdl as pose serious 
administrati\'e difficulties. 

4. Use-value assessment legislation can be tcritten 
so as to benefit only bo1U1 fide farmers. 

Legislation requiring only a minimum grciss income 
regardless of land area is completely fr1adcr1uate. One 
alternative is to require an a\'cragc minimum income 
per acre. A possible complication, however, is that 
allowances may have to be inade for variability in soil 

-- - -.~- --.. :t 
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productivities and tlw presence of woodlands. 
A second alternative is to require the ow1wr to de

rive a minimum pPrcentagc of his income from the 
land. In setting the figure, it should lw rcnwmhcred 
that the typical farnwr dl'rives almost half of his in
come frorn nonfann sources. 

5. The rollhal'k tax proddcs a means of recapturing 
Jillrl of subsidies failing to 7nescne lands in farm 
or 0/Wll SJJar:e I/SC. 

In the lung rnn. rising land value-;, r('gardlcss of their 
came, arc rnrire of a \\'inclfall gain than ;l detriment 
to the mnwr. They produce hardships for a landowner 
(in terms of increased taxes as a percentage of income) 
only so long as lw eontinucs to farm or hold his _laml 
in an undeveloped state. Once the use of_ the }~ rs 
changed, large capital gains arc realized and it can be 
argued that society is entitled to recapture at least 
part of the revenue foregone by use-value assessment. 

At lPa~t two systems of recapture merit considera
tion. The fir~t is a rollhack tax that would apply to at 
least the <'urrcnt year and five preceding years. A 
longer period, however, might be preferable. There 
are two major advantages to recording· annually l,,Jth 
use and market value: ( 1) it indicates to what extent 
the tax base is being rcclucccl, and ( 2) it greatly sim
plifies the determination of rollback tax liabilities. 
Under such a system. the lamlowm;r could be informed 
annualh· of ln'th values and 11'.Jt allowed to defer ap
peal. A. disadvantage is the administralin· npcnsc of 
making t\nl appraisal, for each participating farrn each 
vear. If market values an• not rccordecl, then it would 
lw helpful to at least maintain data on farm sales in a 
rcadilv :wailablc form. 

A s~)cond method is a tax on the difference between 
use and market ,·alucs \\"hen the Janel is rcm,J,·ed from 
qnalificd 11Sl'. The rat<' of tax could be geared to the 
ammmt of time duri11g which the land received use
value asscssnwnt. say at a rate of 1 percent prr year 
of use-val11e assessment. up to 10 percent. Thus, a 
pared of land assessed at 11sc-valuc for the past ten 
or more ,·ears would be taxed at 10 pnccnt of the dif
ference h,•twccn use and market value if transferred 
to an u11qualifictl use. Another variation of the same 
hasic nwthod would lw to tax the difference by a 
mnltipl<' of tlw going tax rate-in this case, ten times 
the applieahlc ratl'. Tlw advantagl' of this mcthodol
<wv is that 111arkd value must onlv he cktcrminccl on 
~ . 

a one time hasis. Furtlwrmore, since participating 
lamls would in many cases be sold only shortly prior 
to becoming disqualified, sales price itself could bP 
med as an indicator of market value. 

Finallv, ddcrrcd taxc~ could be allocated to the 
taxing jt;risdiction(s) in which the property is located. 
It-seems reasonable that taxing juri~dictions foregoing 
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revenue hecause of state/pro\'incial legislation should 
b~ the ones to recapture it if participating lands arc 
com'nletl to another use. An alternative means of re
imbursing Inca! gavernmcnts for foregone revenue is 
paynwnts made on the basis of participating acres, 
numhc•r of parcl'ls, diffen·ne<•s between use and market 
,:alues ( if recorded). ('tC. These recapture provisions 
are consistent with the official policy of the Inter
national :\ssociation of Asses.sing Officers regarding 
exernptions. 1 

6. Usc-rnluc assessment fates can be cxp£_qt£!L __ Jo 
ha--;;::---oril 1/ (I ,}j} !L.J1:T1!0rc~g~;=J.!..l'~'LliicY.J,.J..!E!_: 

By relieving unreasonable tax burdens, such Jaws 
proYidc the serious farmer with the opp~ntunity of 
maintaiuin•Y his Janel in a!!ricultnral use. This is their V ...,, 

1irimary· advantage. 
Use-value assessments, however, afFord no control 

or regulation as to citlwr the pattern or timing of 
development. Basic market. f aetors and opportunities 
for large capital gains through sale and/or develop
ment remain unaikcted . .\lost importantly, no special 
protection or immunity is provided for those lands 
with the greatest social value in open space use-those 
nearest to population centers. It is prceiscly these lands 
that are rnDst smcl·ptihle to developmental pressure, 
and their o,Yn<..Ts ba\'c hct•n nDtahly unwilling to par
ticipate in a use-value a~,cssmcnt program with any 
teeth ( e.g .. California and \Vashington). Hcgardless of 
use-value legislation, it is unlikely that many urban 
fringe farms, unless handed clown from father to son, 
,viii cm1tinue operations for more than one generation. 
The 'market price on sueh lands is simpl;· too out of 
line with agricultural ,·alut• to make their purchase at
tractive to anv hut the speculator or developer. Thus, 
,vhilc use-val~ie assessments might be widely applied 
for ~ml, indeed, may slow the pace of development 
by reducing farm and holding costs, they arc 1wt likely 
to have any appreciable inllucncc•upon 1011g term fo.nd 
l!Sl' vattcrns. 

· --:. llolll1ack taxes are lmgcl!J incapahle of affecting 
rand IISC decisions. 

E~cept in cases ,,·here there arc aclditioHal penalties 
fur t'arlv withdrawal. rollback taxes mcn·l~· provide a 
nwa1~s ·of recapturing part of taxes that otherwise 
would haq' !Jl'cn payable. The presence of such pro
visiohs, then, should discourage neither the bona fide 
fannlr 1rnr the pure speculator from participating in 

------.-------~--
1 .. ,v,wn an ,exemption or immunity from taxation is granted, 

the tax loss sho1ilu be replaced to the local unit by that agenc:r, 
creating the exemption to avoid a shift to nonex<'mpt taxpayers 
( from Policy Statement No. 2 approved by the 1:\:\0 memher
ship at its annual business meeting September 22, 1971, in 
l3n~ton. 



a 11~(·-vahw a,,1·,sml·nt program. \\'h<'n' th<'rc is 1ir1 

intc-n·,t nTaplun· d.111,1-. tli,· partidpa11t h al~o af
fonlnl tlw fn·P us<' of tlw rno1w\· inn,h-,·d. Onn· a 
larnl,l\nwr ha, <·1ifnnl a pro~ra1;1. rollh;lck tax(•s d11 
pro\·id,· a11 i1w .. 11ti\ ,. t,, m.1i11tai11 th,· laud i11 a (puli
fi,.(! 11s,·. ll;i,1en·r. l,:·('allw th!' ,Ull()llllt of rollha('k 
tax b <firectl:,.· dqw11dn1t up1111 pukulial n111d.1rn1 Y,d
tW. n·,.li/,ll,l,· c,tpiLtl ~.1ius a!-.,ociakd \\'i!h ,.ill' arnl 
clt·n·bp11w11t will u1di11,irily th\'arf acc1:1wd rullh,1ck l.t:\: 
liahilili,·,. 

Also. tlw dl:tTl <".ltl ,011H"ti11ws he other than in
t,·n l, ·d. th.it is. to di,t·1mragl' ratli<'r than encourage 
ci ,1t!: ,, :, d agricultural usc. This applies particularly 
tu 1,L\, 1 Ltniwrs \\'ho mi~ht 1)(' willing to participate 
in a purd_v 1i-,<·-\·,d11<' a~,essm(·nt p·r.,gram. hut not in 
one where aecnwd ta, oblic;:t!i<>w \\ ill lw reflected 
in a lowPr sale~ pric:l' at timt• of retirement. In such 
a ca!-.t', tlw farmer may simply sdl out and retire 
earlier than under a purely use-value assessment. · 
program. , . 

Tlwse considerations do not mean, however, that 
rollback taxes are a poor .idPa. \\'hik having little 
effect upon land use dec.:isions, they do provide the 
communitv with a means of recapturing part of sub
sidies failing to accomplish intended objectives. 

8. In terms of the tax base, 11sc-1:aluc assessments are 
likely to Jwce their f.!_reatest impact in foxing ;uris
dictions 1l'ith [10th a rdatic<'ly large tmwwif of 
farmland and lar!.!_c or npllluli11g urban pressures. 

fo gl·1u-ral. tl1v p •kntial impact will increase with 
(1) the pcrcentag,· pf l.u1d in agricultural .use (i.e., po
tentially quali6ahk l, and (2) the density and rate of 
expansion of the population. The productivity of the 
soH is also important. If it is of high quality, then 
market values will not deviate from farm values as 
much as if it Were of poorer quality. 

Data on the market value of farm real estate and 
farm income, on a per acre basis, can he very helpful 
in estimating the <'xknt to whieh the agricultural tax 
base might lw reduced by use-value as opposed to 
market value assessments. Once this is known, of 
course, it is easy to extend the analysis to the ot:crn!l 
tax hase. Vt·ry basically, tlw mdhodolog~· is to dt·i.·(·1-
op all an•r,i~t• valtH'/im·o11H' or ,·alui'/n-ct>ipts ratio. 
per ar·n·. 011 farn1l.111d \\ lio-.1· hi~lw!,t and lwst use is 
;r<.;rin1lt111.d .. 111<! c,,rnp.tr\· it \\'itlt similarly eoustru<:ti:d 
r.11i,h nu l.1rn1l.1n,k --11hhTI to ,·ariuus tlq!;rees of 
rnli 111 i1ill11,·11t·,·. Tlw n·q1lti11~. d_iff,·n·m·t•s providt> 
1·,ti111.1k, ,h I" \\ Ii.ti 1urt ul lhl' 111,11 ~d ,·,iltH·~ of 
tlw Lttt,·r Ltnnhnd, an· ju,tilinl h:-, a!!;ricultural fador., 
;11d wit.it p.ut lllW,t lw .rttrihutt-,l to 110nfonn or urban 
fadn1s. 

It should alw,I\ ~ lw H·mnnl>l'red that the granting 
of tax rdid tn o;w sl'g11w11t of taxpayers will nec<.'ssi
tate an increased tax rate if the same level of public 
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scrvit·<·, h to Ill' 111ai11lain .. d .. l11 tlw cn~c of ll'i<'··\·:tlue 

a~,t'\SHH"llh. tl1i, Call ,011idi111t·, '._;t'llt'ra!t- p<T\t'l',c n•. 
,1ilb. r.1i,i11c; l.1\1•, "11 ,u11w fan1wr,. im·ludi11ti; pt1rfid• 

11mi!s r,\ lwn 11,,·-Y.il11,· a,;,1•-;,uwnt i,· nl1tin·ly do'.>e 

t., lll,llkd ,·al11,· ;(S",<·ss1111·11t1. i11 u1,krtw,{•\ll'ml. rclit•f 
l<t nlht·I'~. 

9. Thr c[fcdi1 ,. mll!li11istmti,,11 of u 1/W'-Pldw· furn1-
lawl asw•s.,me11f 11roi.;m111 rnfl.,. f,it llj>Jlrllisns /Wi.~ 

.,1•.,sint: s/>nioli~1•d fmi1ti11:.; or ,..J,•iU:\ i11 ar:riculturul. 
sci1·1icc mu/ ccorwmics. 

The traditional approadtt·s to rnlol-. {'),!)"('iall:· the 
market and cost appmad!l's. arl' of 1.ittk hl'lp fo d1•
!cn11ining tht• farm \'al11t' of a pared. of bud l1a\·ine; a 
!ti~her markd \·ahw. Tlw illt'HIIW ;1ppmack whil,· rck
vant, is difficult to properly !tppl:·· n·,ptiringkn;,w!dlge 
of agricultural cconomks ant! ,w<·1mnti11~. The asses,;
ment, therefon'. must be hasl'd largely upon th(• JtO· 

tential productivity of the soil, the deti.·rmination of 
which rpquircs sp<'eialized .t-:•,pertise .. 

One snluticm is to han'. participating lands assessed · 
by spC'cialists wlw might lw required to poss~s rcle
\'ant qualificatio11s. such as a degree in agriculture. 
The major advantage is that pnrtidpating lands would 
likelv be assessed more unifonrih and',cfficicntly, This 
is tl{e approach taken by Saskatchc\van. -; 

A not her solution is to .offer instn1ction to asseSSOJ'S 
\\ lH• lr:t\'t' participatit1g farmlands in their jurisdk-
t 1,,11s. 111 rn1dnndi»11 with this instruction;- the state 
<>r pru,·i11<·,· '.\di pr,,L!hl~ \\,111! l:1 make soil produc• 
tivity maps of Lwal ,u,·.t~ a,·aibhl,· t.i a,;,;r•ssors,.,altmg 
with an index of av1•rnge valuc·s for <·a.ch soil typ<.'; 
:\iaryland has hudc much progress in .this area. If t1w 
soil maps and indices arc well dohe, a little addnl in
struction as to their proper use and limitations might 
be all that is .1wcde<l to insure best results. 

10, Stt1tes arul pmvi11Ccs can monitor the ex-tent, c~t, 
and impact of tlieir progfrm1s by recording atu:J 
compiling, data 011 arres of 1Jarticit>atinp, lands, 
ty11es of 7wrtici71ati11g la11ds, am! the "dropout" 
rate. 

l11 regard to t:-pt· ,if bl!lk !lw 111,,~t lmp,irlant va-fi~ 
ahl<' i:,; lm·atiou, H a l.,rgc 1wn·i·11Lt!!;1• uf land iii and 
ali mt urha11 an-as is participating-am!. the drop out 
rall' is mi11imal-tlw11 the program is probahly having 
a positive dfoct upon land use. One of the most ana
lytically useful techniques is to pli)t participating 
lauds on a tunp. Other variables on whid1 ~ conlpila
tio11 of data ('llll he ht-lpful arl' market \'l.lloo and in
('Olll(' of participatihµ: lauds. 
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Appendix B . 

I~ligihiliry Rcc1uire1ncnts by States antl Provinces 

Stain 

.-\Lt,L1 

Arkansas 

Californhl 

Colorado 

Conm•cticut 

Delaware 

Florida 

()u;;,lifkation~ 

< hnwr 1n11st hP actively cngagecl in 

farmiug and lli-rin· ~S 1wret'11t· of 
his ineomc frurn tlw Lrnd. 

T\;1. land must lw currently en-. 
gag1·d in adi\'e agricultural or 
l,,r,·st w,1·. 

<,l11:difieations vary from county to 
1·,,1111!~-. \"ormally land must be part 
11!' a11 ··:1:!ri,·111tural pn•serve" of 100 
an,·, 111,lcss ,111alkr units meet city 
, ,r 1 ·,11111l\' ph1111i11g requirements. 
Tiu· mnll'r must sign a ten or twen
t:, yl'ar t•ontract with the local gov
ern111cnt. 

Land must have been in agricul
tural use the immediate past two 
vears and have been . classified as 
~gricultural land tlw immdiatl' 
past ten years. 

Fon ·st lam! 1rn1st co11sist of at least 
twrnty-fin• acres. Land classified as 
op1·11 space must have been so rec
ommended by a municipal plan
ning commission. 

Eligible land must consist of at least 
U\'l' acres. Agricultural-horticultural 
land must ha\'l' a S000 minimum 
gross im·omt• ,llld have h1•t•n in a 
<1ualifil'd use for tlw irnnH•diatl' past 
two years. 

Ordinarily, eligible· land nC'cd only 
he in bona fide agriculh1ral use. If, 
however, the land has been zoned 
for nona!,rtieultural \tsc at the own-

• 
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St.a k / Pro\'incr 

States 

Hawaii· 

M.aho 

'lllinois 

, cr's r<'<pwst or thi· <iwnc·l' has re• 

cordl·d a suhtti\'isioll plat, it' must 
be reclassifil·i.L In addition, a hoard 
of countv commissioners can clt·
dassifv h~rnls on whkh there is. con
tigum;s urban dcvelopnwnt 0·11 two 
or more siclc·s and whose continued 
agricultural use would deter the 
orderly expansinn of the commun
itv. Finalh·, a sale of the land at a 
p~ice that ·is thn'c or more times the 
agricultur:.11 assessment creates l\ 

presupposition tliat the ~and is not 
in bona fide farm use. 

Crop land must (1) consist of five 
acres, (2) han· an t·conm11-icallv 
reasonable use as such ( nonuall~· 
a gross revenue of $150/ acre), and 
(3) not bC' in conflict \vith the :over
all development plan of the state as 
determined by the-Director of.Plan
ning and Development. Such .!ands 
must lie in specified land use dis
tricts aud theowner must enter into 
a ten or twcntv ,,car :contract. Other 
agricultural l;1~ds, on which con
tracts ani not mandatory, are also 
assessed at use-value if reasonably 
\,·.,·ll suited for agricultural use; 

I ,antl must hl' in a~ricultural u:st•. 

. To })(' t•ligihle land must l'nnsis.t of 
h•n or rnon• :wn·s. havl' hcen. in 
agricultural use Jhc immediate past 
three years, abd produce a "sub
stantial" income. · 

-.. ~---,:.,_-::~.~~-"""' ~--
... ·.·· .• ·,'7~ ~ .. , ·,:--~"=; :·, 
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-
State/ Province 

States 

Indiana 

Iowa 

Kentucky 

~Jaine 

:\Iaryland 

:\fassachusctts 

Qualilkatlons 

Land must l?e in agricultural use, 
and not have been purchased for 
industrial, commercial, or residen
tial use. 

'.\linimurn of ten acres in agricul
tural •USC. 

· Agricultural and forest lands rirnst 
consist of at kast ten acres, and 
horticultural lands of at least five. 
All eligible lands must produce a 
gross income of $1,000 and have 
been in a <JUalificd use for the im
mediate past five years, Land zoned 
for other than agricultural or horti
cultural use is specifically exclud~d. 

Agricultural-horticultural lands 
must consist of at least ten acres 
and have produced a $1,000 gross 
income in three of the five preced
ing years, Forest lands must also 
consist of at least ten acres, and 
participation is mandatory for tracts 
in excess of 500 acres. Forest lands 
must be nctivcly devoted to the 
growing of timber for commercial 
use. Open space lands must be ap
proved for their compliance with 
municipal or state land use plan-
ning. ' 

On agricultural lands, the assessor 
is directed to consider (1) present 
zoning ordinances, (2) present and 
past use, and (3) productivity. Open 
space land must be (1) primarily 
underde\'dopcd, (2) part of a con
tiguous tract of 500 acres (o"r consti
tute such a trnct), and (3) zoned for 
development in compliance with a 
master, n;gional, or governmental 
plan. Country clubs arc eligible if 
they contain at least fifty acres, 
have nine or more holes, and have 
a dues-paying membership of not 
less than 100 persons, with dues 
averaging at least $,50 annually per 
member. 

Eligible lands must be at least five 
acres in size, have been devoted to 
agricultural or horticultural use for 
the two immediately preceding 
years, and produce a gross return 

~s,~.=, .. ~,=P=ro=vi=nN=========Q=u=~=,lka=tl=-===== 7"51 
-----------------------------,...-States 

\finnesota 

\fontana 

Nevada 

New Hampshire 

New Jersey 

New Mexico 

of $500 per year including gowrn
ment payments. Lands in.excess uf 
five acres must yield an · a.dditionru 
average gross return of $5 per arrc 
on tillable land and $.50 per acre 
on woodland and wetland. 

Agricultural and timber land must 
either consist of at least ten acres 
and have been in ·a qualified use 
the previous year, or be used pri
marily for nonresidential purposes 
if less than ten acres in size. The 
land also must either produce a 
minimum gross income of $..'300 plus 
$10 per tillable acre, or prpducc 
one-third of total family income. 
Open space land must (1) be aca 
tively and exclusively devoted to 
golf or skiing recreational use; and 
(2) consist of at least five acres :1nd 
(a) be operated by privateinclivid
uals and open to the public, or (b) 
be operated by a finn or corpora
tion for the benefit of its employees; 
or (c) be operated by a private dub 
having a membership of fifty or 
more. 

Eligible land must (1) con.stitute at 
least five acres, (2) be in agricul~ 
tural use, and (3) yield either a 
$1,000 gross reh1m or at least 15 
percent of· the owners total income. 

No particular qualifications. 

No specific requirements for farm 
and forest lands. Open space lands 
must be designated as such by a 
town or city for ~ period of at least 
ten years. 

Eligible land must consist of at 
least five acres and have. been in 
fann use for the past two years. 
Gross sales for the first five acres 
must have averaged at least $500 
()Yer the last two years, ~ per acre 
on Jand in ~xcess of five acres, and 
$.,50 per acre on woodlands and 
wetlands. 

The land must have been in agri
cultural use the last 6.ve years (ten 
years for grazing land) and produce 
a $100 gross revenue. In addition. 

,,.,., ~~~~ ... ,--··:--=~~~-- ·* ... ~,·J¥Pl~;ti', w, : .. ~J1'S.¼f:'€'f:®™ 
.,~ ·,.; 
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- States 

North Carolina. 

- North Dakot.t 

Ohio 

Oregon 

• 

Q-,Htlifit·ation'i 

tlH'I'<' must h<' cvid,·m:e that tlH' 
land is lwld 11rinwrily for agricul
tmal purposes. 

Lanrl must (1) lw at li·ast frn acres 
i11 .si/1'. i2l l1a\·c prod11c1·d a gro~s 
i1wo11w of SI0.000 frrnn tlH' ~ale of 

larlll product\ in tlw pn·(•1·cling 
_\l'ar. ,llld (3) Pit her be in :111 "agri
cultural district" or have been c:om
mitt<'d to agricultural tN' for ·an 
t·ight ~·,·ar pniod hy tlH' own1·r. 

Agricultural-hortic11ltural land 
must constitutt· at least ten acres 
and have pmduenl an average 
gross income, indml ing_gon·rnment 
pa~;ml'11ts. of $1,000 on·r th<' b,t 
thn·<· ~·ears. Fort's! la.11d must he at 
ka,t lw1·11ty acrl's and t•ithcr (1) be 
tlw o\v111-r's placl' of residence or (2) 
han- ht•en owned by the present 
owner, one of his siblings, or his 
pan·nts for the last seven years. 

Eligihlc forest land must either be 
natin· woodlands of at least ten 
acfrs or newly planted forest areas 
of at least fin- acres. Native wood
ln11ds must produce a forest cover 
and not he dealt with in a dcstruc
tiw manner. Agricultural land with
in the corporate limits of a C'ity, 
whether or not platted, is classi
fied and assessed as. agricultural 
land until put to another use. 

Land must have been devoted to 
exclusive commercial farm use for 
the immediate past three years. If 
less than thirty acre.s, the land must 
have produced an average annual· 
gross income from farming of nt 
least $2,500 during · t11e three year 
period or show. evidence of such a 
return in the future•. 

Land zoned for farm use is auto
matically assessed at use value. Un
zont'fl farmland must ha\'!' lwen_ in 
farm use the imnH•diat1• past two 
y1·,1rs, and th<'re shm1ld he cYidcnn· 
tlaat tlw land is h,·ltl primarily for 
thl' puqlOsl' of m.1king a profit from 
fanning. 

Farmland must consist of at least 

Stales 

Hhodt• bland 

South Dakota 

Texas 

Utah 

Virginia 

Washington 

····"· ... 

Qunltfic.·ation'.'t. 

t,;,·1·11h' aen·s, fo1T'.->I laud of al lt>a~t. 
fift:·· :111() 011;m spa{'e land of at hw,t 
t1·11. Tll(' la11d Ultl'it hr d,·:..i1,;nat1·<l 
a.; farm, forest. water supply or 
01w11 spac-<• lan<l i11 a pbn adopt1·,l 
h~· the pla1111ing commission of the 
m111iicipa:lit:·, em111ty, or n.•1,;ion in 
whil'li it is loeatl'd. Site coverng,• 
l)\ structures, roads, and p:n-<'cl 
an,as c.m opt·n spite<· ·tautls may not 
cxc1•(•d thn·t• percent of tottl aere

a~c. 

~o specific qualifications; although 
the assessor is directed to consider, 
among other things, the acreage, 
use, and productivity of the land. 

The land must have been in agri
cultural use for at least five succes
sive years immediatdy preceding 
the present year. 

The land must have been contin• · 
ually used for or developed for ag
riculhiral use during the immediate 
past three years, and must eonsti
tutt- tlw 11rimary source of income 
,rnd occupation of the owner. 

To he digiblc'land must (1) be at 
least five acres in size, (2) have been 
devoted to agricultural use for the 
last five years, and (3) have yielded 
an average gross rt'h1rn of $250 an 
acre over the last five yc.>ars.. On 
tracts of less than te11 acres, the 
landowner may upply for a \'vaiwr 
if he submits proof that 80 percent 
of his income comes from the sale 
of agricultural products. 

Fann' and open space land must 
consist of at k:¥st five acres, and 
forest land of at least twenty acres. 
Farm lands must have generated an 
awrngc of at least $500 in gross 
sales together with payments re
ceived under a soil conservation 
program in three of the inmw<lia!e 
past five years. The land must be 
lot·ated within a county, city, or 
tmrn which had adopted an ordi• 
nancc.' to provide for use value as
sessments. 

Farmland must comprise (1) twenty 
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-A Stat<'/ Province 

W States 

-

Wyoming 

Provinces 
Alberta 

British Columbia 

Out.trio 

Priiwt· Edward 
lslarnl 

or more contiguous acres devoted 
t11 agricultural Wit'. or (2) five to 
tw<'nly acres with a gmss income 
of $IOO per acn· for three of the last 
fi-i;•c vears, or (3) lt·ss than five acres 
witl; a gross income of $1,000 per 
\'{'ar for three of tht• last fh;c vcars . 

. Timberland must constitute at least 
five acres devoted to the growth 
arid harvesting of forest crops. 

The land must have been used dur
ing the imnwdiate past two years 
for agricultural purposes and for 
obtaining a monetaiy profit thereon. 

If under twenty acres, the land 
must be the principal source of in• 
come of the operator: If over twen
tv acres, it must produce an income 
s~1ffi~ient to produce a livelihood. 

La11d located in a municipality 
mnst consist of at least two acres. 
On such land, the assessor is di
rl'ckc l to consider the proportion 
of- blld under cultivation, the time 
tlevokd to its cultivati(}n, and the 
value of its produce. If the land is 
between two and five acres, thi• 
assessor may re(fuirc the oiwrator 
to submit a declaration stating that 
he derives at least half of his in
come from the land. Farm and for
est land in rural areas is subject to 
si111lbr considerations, except that 
! l w as~l'ssor need not obtain a statu
!llt'\' d(-cLnation of income. 

F;muland must produce a gross re
turn of s:10 per ac-re. 

F,mnlaml h automaticalh· assessed 
,it 11,c-Yaliw al1d thcr<' are 110 spe
cifie ·<111alifleal:ions. In addition, 
how1·\-cr, farnwrs ah,<i an' gin•n a 
->0 pcrc('nt !That,· of hoth munici
pal and school laws. To lw cligihlc 
for tlw rehak, farmla1td must dtlwr 
(1) consist of at lPast clc,·('ll acres 
or (2) :ddd $;2.(){l() ormon• in gross 
i.11co11w fron1 fanning opnatious. 

To ht• digihle farmland must he 
opt•ratt;d as a .. farm (•nkrprisc" hy 

Stat.-/ l'rovint't' 

Provinces 

-Quebec 

Saskatchewan 

, . 

Qualilu:ationf 

a "bona fide farmer." A "farm enter• 
pris<-'" is (1) a farm operation of 
twenty acr<>s owned ai1d opcmh•(t _ 
hv a hona fide farmer for at k.1,t . 
h:n yea.rs: or .(2) a farm op<'t.llt~lll 
who~1• pn·vious yt•ars' ~mss s,llt•s 
\\'t'f~• at least $:?,500; or (3) n poul
try. hog, greenhouse, or market gar~ 
d('ll 1mterprise, o,,•ncd and operated 
bv a bona fide farmer· either for 
n~orc than ten years or from which 
gross s,tles for the previous year. 
wen~ at least $10,000. A ~'bona< fide. 
fatmd' is cithcr{l} one who spends 
nHm• than so percent rjf his work
in~ time on t):le farm and receives 
mon· farm income than nonfarm 
wag,·s. or (2) a firm, corporation, or 
syndicate having at ,least one officer 

· who recl'iVt.'S more gross farm than 
n()nfann i11hi1iw and who spends 
mon· tl1an :ill pncnit of his work~ 
ill~ lilll(' on tht• farm. The finn or 
corp, fLll inlf lllll',t tw solely engaged 
in farniin!.'. ,111d.lor processing pro--
duce from !!11· Lt11d. · .. 
Farmhllds mmt 1 ·itlwr cm~•st of at 
!Past kn acn•s or produce a gross 
n-w1me of S2Jl00 pi·r annutn. 

,:,,:;o sp(·cific rpwlifkations. 
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