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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 retroactive reassessment
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?

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 guestion 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)



dmayabb
Line

dmayabb
Line

dmayabb
Line


a6

ASSEMBLY TAXATION
February 12, 1975
Page Three

There was an informal gquestion 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,
WWW

Kim Morgan

Assembly Attache
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AGENDA FOR COMMITTEE ON__TAXATION
._ Date__ February 12, 197p = 7-9pm 316

e I Time. T L Room

Bills or Resolutions Counsel
to be considered

Subject : 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.
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(Attachment 1)

CALIFORNTA'S WILLIAMSON ACT
ISSUES & CONCERNS

Enabling Aspects:

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

Relationship to Planning:
a. Ag preserves inadequately tied to local general plans
Permanence:

a. Is ten years adequate
b. Restrictions on cancellation

Local, Regional & Statewide Interests:

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

Equity and Inverse Condemnation:
a. Dealing with appreciated market value of land
Specifying Use Under Restrictions:

a. Current use
b. - Potential use within restrictions
c¢. Compatible use

Valuation For Estates and Tax Settlement:

a. Léndowner age and liquidity
Public Access:

a. Agricultural production, open space, recreation
Land Tenure:

a. Corporations, family farms and size of ownership
Private and Public Sector Revenue Impacts
Standardization of Use Value Assessment Procedures:

a. Income estimates
b. Capitalization rates

Distribution of Program Costs and Benefits:

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

OVER-ALL POLICY GOALS

A. Balancing taxes paid and cost of govérnment services received
. Maintaining land use options

. Retaining open space

Providing for future food supplies

. Preventing urban sprawl--decreasing urban service costs

LT o> B = Y & B -~

. Controlling the speculative function in land markets

37
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Use-Value Assezsment Legislation in the Unired Srares

Smcx-: WORLD waR 11 the United States has
experienced a suburbanization move-
ment unparalleled in its earlier bhisiory.
Virtually every city has literally busst its
seams as tracts of land extending far irio
the surrounding countryside have shified o
shopping center, subdivision, individual
residential development, and other urban-
oriented uses.

This movement has had a serious impact
upon the areas used for farming purposes
around most cities. Rough or hilly sites and
tracts of secondary value for agriculture
may have represented logical sites for resi-
dential developments around many cities,
but it has been the developed farm lands
which have usually been picked off first
for development. Developers, investors and
speculators have been active in biddiag up
rural land prices. Farmers in turn have had
many opportunities to sell their hoidings
either piecemeal or in toto. When they have
resisted the temptation- to sell, they have
often found themselves the victizs of both
higher property tax assessments and the
higher taxes associated with increased local
governmental costs—costs often incurred by
local governments to provide new residents
with services which the farm population
has hitherto regarded as unnecessary,

An important outgrowth of this emerg-
ing situation has been increased acceptance
of use-value assessment techniques to retain
agricultural and other nonurbanized prop-
erties in their present uses. Three princi-
pal motives have prompted this interesc
(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 undeveloped lands
around cities as upen spaces for greenbelt,
scenic, and esthetic reasons; and {(3) the
hope that tax measures can impiement the
efficient and orderly use and development

of rural Iands arcund cities for thair m.,
socially desirable uses,

Classification of {se-Value Legisiativs

Fach of the state laws that des) w.
wai laned twkdtion Is unigue. Eoough .
iierity exists amorg these laws, howess, +
justify their general classification ing gy
groups: (1) classified property taxes iy
give preferential treztment to rural or ag,
cuitural lands, (2) simple provisions o,
FEQUire x55€55075 10 assess land at it canee
use-value, (3) deferved tuxation aras
ments under whicli qualifying ltands e ,
sessed at their corvent use-valves huy ax
subject to roliback taxes at the time (hn
shiit to other uses, (4} deferred tax ang 5,
back arrangements that limit edigibility 4.,
participation or provide special tax incer,
tives to lands that have been zoned or da
sified for special uses, and (B) arrangereyw,
ipvolvirg the public acquisition of develu,
ment-righit easementis. '

While not specifically designed as vy
value assessment laws, classificd propern
taxes tend to have a similur effect in oy
thay usuaily previde preferentizi tax asem,
ment treatment for agricultura; and son
times other open space nses. The clagito
property tax laws of Arizona, Minnewy,
Montana, and West Virginia all cali fora
sessment of agricultural properties ar oy
lowest authorized perceniags of maike
value. Alabamae amended i15 constitution i
1972 to provide similar tax classificaie
treatment.

Several states have use-value assssgmen
provisions that provide that these lang
that qualify as agriculivral lands, and s

t An earlier draft of this articie was preseniad ar,
seminar of ME-87, the Noxtreasiern Regionu} Re
sotree Economics Research Committec on (he iy
pact of Use-Yaoiuz Assessments nia Farm Land, 4
Decemwber 1950, ’
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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-
ues for agriculture and open space.. Other

potential “highest and best” uses ate to be-

ignored by the assessment 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 Jand 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-
lind, Minnesota, New Jersey, Oregon,
Pennsylvania, Rhode Island, Texas, Utah,

Virginia, and Washington. Under this ar-.

rangement, two. assessed values are deter-
mined annually 61 each qualified property.
The value at"which the property is assessed
on the tax roll corresponds to its use-value
ssessment in its current agricultural or
npen space classification. A second value
tepresenting the assessed value that would
b¢ assigned to the property if it were as-
«ssed according to its current market value
% also recorded. As long as the property is
uilized for purposes consistent with its
dassification under law, it is assessed for
sroperty taxation on the basis of the values
isociated with that use, Should the prop-
urty be sold or developed for purposes not
nsistent with those covered by the law,
il or part of the taxes due on the differ-
e between the two levels of assessment
xcomes due. Deferred tax payments are or-
anarily limited to given percentages of the
‘eferred taxes or to rollbacks for a limited
aumber of years of deferred taxes.

A fifth arrangement goes beyond the use
1 special taxing measures to authorize
mits of government to enter into contracts
vith property owners for the public hold-
g of the development rights to specific
vroperties. As applied in California, this
pproach permits cities and counties to
make 10-year continuing contracts with

property owners for the .establishment of
agricultural preserves. Annual payments of
approximately five per cent of the assessed
value of the land are madée to the owners to
compensate them for their tax liabilities,
in return for which the owners are expected
to retain their lands in agricultural, recre-
ation, or open space uses. Payiments are
graduated downward over the remaining
contract period when owners elect not to
renew their contracts. Penalties involvin
payment of up to half of the new assesse
value of the property are collected 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 provisions are wery brief and
leave the interpretation of many points to
tax assessor or tax administrator discretion
while others are quite detailed and compre-
hensive. Some laws such as those of Califor-
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 law which

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

- tion of open space as an amenity necessary. (o .
human welfare and happiness, 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.?

The laws of California, Connecticut (which

is supplemented with a “SPPAFALC. cdpital”

gains taxy, Fawaii, and Washington pro-
vide excellent examples of measures which

! 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. S

Some of the leading differences in the
individual laws center around their provi-
sions relative to (1) size ot cligible tracts,
(2) prior use requirements, (3) procductivity
requirements, (4) permitted uses, (5) systems
for determining use-value, (6) voluntary or
“mandatory participation, (7) term of classi-
fication, (8) termination of classification,
(9) rollback provisions, (10} application to
‘partial sales or conversions, (11) apvlication
to buildings and improvements, and (12)
treatment of eminent domain and forced
conversions. . ' :

All 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 the
land have béen 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 board 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
it be classified by a local planning commis-
sion,

An interesting requirement included in
several laws tends to discriminate against
property owners who do not operate as com-
- mercial farmers. New Mexico requires gross
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 Wash
- ington a minimum of $100 per acre on

tracts of 5 10 20 acres and $1000 per acre on
smaller tracts of farmland. Alaska goes ,
step farther to require that the owny

. secure at least a fourth of his income fron,

the land.

All of the laws permit and encourage tix
continued use of the classified land in agn.
culture, Many define agriculture as includ
ing horticultural and orchard uses and uw
for livestock production. Arkansas, Dels
ware, Florida, Hawaii, New Jersey, Uuk
and Virginia specifically include forestry a
an authorized use, while California, Con.
necticut, Pennsylvania, Rhode Island, ang
Washington expand their coverage to in
clude open space land. '

Several of the laws make no mention of
the procedures or guidelines assessors are 1
use in the determination of use-values {o
assessment purposes. Criteria for assessmen
are outlined in several laws, while in
others the responsibility for preparing ay
sessment guidelines is specifically delegated
to the state tax commissions. Capitalization
of the value of farm products or of the groy
rental_values for the production of fam
crops are indicated as the favored valuation
technique in Connecticut dnd Iowa, while

.analysis of the sales prices of comparabl

lands for agricultural use is favored i
Kentucky. Provisions are made for the a
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 automaii
cally to all qualifying lands in sevenl
states. In Arkansas, California; Minneson,
Pennsylvania, and Rhode Island, howeves,
land owners must apply to have their lands
classified for use-value assessment. In Con
necticut, Delaware, Kentucky, New Jerse,
Texas, Utah, and Washington annual a
plications must be submitted for this pur
pose.

Eligible lands are classified on a yeario
year basis in most states, The leading ex
ceptions are the classified property states;
Maryland, which uses continuing elassif.
cations; Hawaii, where the State Land Us
Board reviews all agricultural district clas

A
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dfications every five years; and California,
Pennsylvania, and Washington, where the
classifications involve commitments to keep
the lands in their present uses for periocs
of five or ten years. :
Classification for use-value assessment i3
aulon}atica]ly terminated in all states if the
land -in question shifts to or is developed
for unauthorized wuses. Lands can also be
declassified at the request of the owner. The

laws in Arkansas, Connecticut, Delaware,

and Utah provide for termination of the
dassification if the owner fails to reapply.
Owners who fail to reapply in Arkansas
. Iose their eligibility for use-value assess-
ment classification for a period of four
tears, -

_Rollback provisions are included in the
aws of the 14 states with deferred tax ar-
ningements. Alaska, Kentucky, and New
lersey levy a rollback tax equivalent to the
difference between the taxes paid and those
that would have been paid under the sec-
nd assessment for the preceding two years,
Maryland, Minnesota, Rbode Island, and
Texas have a three-year rollback period.
Maryland has the additional provision that
*he tax shall not exceed five per cent of the
il cash value assessment of the land at
‘he time - the tax is paid.. Pennsylvania,
U'tah and Virginia use a five-year rollback;
thegon, a five-year plus interest at 6 per
‘ent rollback; and Washington, a seven-
war plus interest rollback.

Of the states with rollback penalties, it
*interesting to note that Maryland, New
lesey, Rhode Island, and Utah are the
nly ones with specific provisions that in-
ticate that the rollback taxes will apply
aly to the lands that are declassified. The
juestion of what happens with the partial
inversion or sale of classified holdings for|
‘wnauthorized use is ignored in most of the
s,

Similar vagaries are involved with the
westion of whether the classifications
would cover buildings and whether roll-
back taxes should apply to eminent domain-
ind forced conversions. Alaska, Connecti-
at, !"lorida, Hawaii, Minnesota and Utah
provide for the inclusion of farm residences
"mde.r the agricultural classification. Cali-
omia, Delaware, Kentucky, New Mexico,
‘regon and Texas specifically exclude farm
wsidences from this classification while the

laws of the other states ignore this issue. On
the subject of applications of the rollback
taxes to lands taken by eminent domain,
Utah reguires the roliback while Hawaii,
Rhode Island, and Washington exempt
classified lands from the pemzlty tax, and
the other state laws make no mention of
this issue. :

Effectiver.css of the Use-Value Laws
Except for the classified property tax pro-

_visions. tsed in Minnescta, Montana, and

West Virginia, most of the laws have been
enacted sirnce 1960. Research on the actual
impacts of vse-value assessment vary by
stage, by type and time of existing or pro-
posed legisiation, and by stage of legal re-
view. Constitutional amendments are often
necessary to meet uniformity of taxation
requirements in many states. These in turn
can limit the scope of state laws and create
legal problems. Cerrespondence with offi-
cials and scholars in several states indicates
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,
Hawaii, Maryland, and New Jersey are
generally credited as having had desirable
effects in slowing down the haphazard,
heltérskelter shifting of rural lands to
urban-oriented uses.Z2 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 contin-
wed in each of these states, however, and
land speculators have been identified in
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, has been largely inoperative because of faulty
phrasing. Washington’s Jaw 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.?

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 ‘encouraging 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 objec-
tive, wide differences exist in the techniques
‘used, the extent to which responsibilities
are assigned to the benefiting taxpayers, and
the ways 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 assumpiions

concerning the full scale of the objectives

to be attained. If the objective is siniply 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 o the current uses
made 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 technique
for determining use-value. The appranal
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 establishing advi-

-4z
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sory committees to provide value guideline
on acceptable ranges of values for different
soil associations, cropping patterns, and re-
source use programs has merit and appears
to work: ‘out acceptably. '

A second major weakness of the simple
use-value assessment approach is that it be.
stows. benefits on a particular class of tax-
payers without giving them concomitam
responsibilities. This is not necessarily bad,
In practice, it ean be justified as an expres
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 withow
securing any assurances or guarantees tha
the classified lands will continue more than
momentarily in their present uses. This ar-
rangement can encourage speculators and
developers to acquire farm and other open
space lands far in advance of the ume
when they will probably be needed for de.
velopment. Used in this way, use-value
assessments can promote tenancy, less inten.
sive land use than would result in its ah
sence, and the hedge-hopping of speculator.
held tracts in land development. In this
process, the best interests of local communi.
ties may be ignored and large tracts of land
may receive favorable tax treatment at 3
time when their capital values are appreci.
ating because of nearby suburban growt
and the provision of additional local gov-
ernment services.

Some of the taxpayer responsibility proh.
lem may be handled by the adoption of tax
deferral arrangements. This addition make,
it possible for property owners to keep their
holdings in agricultural and open space
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 simplifie,
his problem in holding the land. Meu
while, payment of the extra tax at the time
of the shift in land use should bring added
revenue to local governments at a time of
probable need.

3 Don V., Collin, “The California Land Conserra
tion Act: The Easement and Control Approach 1
Open Land Planning,” Proceedings of the Semina:
on Taxation of Agricultural and Other Open Land

~ April 1971, East Lansing, Michigan, pp. 55-65.
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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 assessors to value prop-

erties higher in the sccond “true market
value” assessment than they would othes-
wise. Questions may also be raised conceri-

{ing 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 int‘ergrst. Most states, however, have
_softened this penalty by limiting the tax

rollback to periods of from two to five years.

" While they make a gentle bow in that
direction, tax deferral arrangements really

vest property owners with little responsibil-
ity for keeping lands in their present use.
They provide 2 curb or penalty for shift-
ing, but when the rollback period is short,
they represent only a slight deterrent for
the speculator who plans to- hold his lands
at low tax cost while he waits for his
txpected market to emerge. At the other
extreme, deferred tax payments covering ex-
tended periods, with or without interest,
could involve amounts of sufficient size to
discourage desirable future shifts in land
use.

If it is assumed that responsibility for
keeping lands in agricultural and other
open space uses should accompany the
sranting of the use-value assessment privi-
lege, it can be argued that use should be
made of contractual arrangements that will
preserve existing uses for stated time pe-
iods. Contracts for easements can introduce
cements of stability in fluctuating land use
tuations. They can be used in combina-
flon with other governmental measures to
thannel developments to other areas and to
promote desired land. use patterns. Acquisi-
ton of easements can prove expensive and
«an be administratively difficult, but a con-
'ractual  arrangement relating easements
v use-value assessments can stabilize local
“tuations and provide local governments
vith time for the purchase of permanen
“asements. "

Insofar as use-value assessment is ad-
vinced as a means for securing better or
more orderly land use, steps should be taken
 coordinate it with the local planning
hrocess, 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 whal 18 625 "Irein the
tandpoint of the community ut Jarge. Plan-
ning ‘commissions can play 2n important
role in these situztions and it is probably
the best policy to reguire planning com-
mission designation of the areas er zones
where use-value assessments should e vsed
as a tool for keeping lands in agricultural
and open space uses. Planning. commission
action should be fortified with appropriate
zoning regulations. :

Destrable as 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 natural reserves offer an alternative
that can be fiexible enough to meet chang-
ing needs and yet stable enough to with-
stand local real estate development pres-
sures. .

If the objective is to preserve agricultural
Iands, keep considerabie 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 agriciiliural 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 loss of foregone tax revenues.

Consideration should also be given to

alternative approaches, Land owners fre--

quently hold properties with the hope of
selling at some future date for a handsome
capital 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 rate for properties held for a short
time petiod to a maximum rate of 50 per
cent,“for ‘example, could be applied to al-

‘low 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

- LAND ECONOMIGS

infiation-corrected allowance for the fuli .
value of their investments and be required
to pay a near 100 per cent capital gains tax
on any remaining surplus. = -
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: 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 19541967 pe-
riod, the 85 largest SMSAs, adjusted for an-
nexations, experienced -a 9%, decline in
central city manufaciuring employment

while employment was more than doubling

in suburbs. As the production requirements
for manufactwring have changed, so have
the economic strengths of alternative pro-
duction sites. This paper focuses on the
determinants 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 depend
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. The
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,
are less an obstacle to centralized firms than
to those for which horizontal plant layout
will minimize costs. The contribution of
capital to value-added is small for firms lo.
cating production facilities in centralized
sites.

For other firms, the attributes of urban
sites offset losses due to urbanization econ-
omies left behind. Indeed, in three in
stances centralization is less necessary. (1.
The truck has reduced short bhaul cost
within SMSAs, thereby decreasing the need
for central handling facilities. Containe
shipping has also permitted production
sites away from city rail-sidings, (2) The
automobile boom has increased congestion

t The author acknowledges the helpful comment.
of Professors M. S. Baratz and E. J. Burtt, Jr.onan
earlier draft.



Statement for the Printed Ballots and Voting Machines

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

Shail--Assembly Joint Resolution No. 23 of the 56th Session (1971),
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 to a higher use,
be approved?

(Explanation of Question No. 3)

Section 1 of Article 10 of the Nevada Constitution presently
requires the Legislature to provide for a uniform rate of assessment and
taxation on all property. Assembly Joint Resolution No. 23 woulid
amend Section 1, Article 10, to authorize the Legistature to classify
agricultural and open-space real property as a separate class for taxation
purposes. Agricultural and open-space real property having a greater
value for another use than that for which it is actually being used
could, therefore, be taxed according to a separate uniform plan for

appraisal and valuation. The amendment further provides that when

agricultural and open-space real property is converted to a higher use
conforming to the use for which other nearby property is used, the
Legislature shall require at 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 thai 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 by
James R. Garrett, John W. Malone, Jr., and Hans 1). Radtke

Max C. Fleischmann College of Agriculture, University of Nevada Keno
Division of Agriculturatl and Resource Economics
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QUESTIONS AND ANSWERS REGARDING PROPOSITION 3
(AJR-23 or Greenbeit 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 refating to the amendment.

Q. Why are we concerned with Proposition 3?
A It is recognized that urban sprawl and uncontrotled land develop-
ment is not the most ideal use of our limited land resources.

Q. What will Proposition 3 do?

A. 1t will allow 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.
How does that differ from the present system?
1t 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?
There is some question as to whether or not the present system of
taxing agricultural land is constitutional.

What if it is unconstitutional?

If the present procedure is ruled unconstltutuonm 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 ncw, where price includes much more than what
the land will produce in income,

>0

Why is this bad? ‘Would not this mean more tax revenue?
Probably so, however it would also tend to accelerate the change
ot land from an agricultural use to a use that would be. morg able
1o pay these highur taxes,

>0
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Is there any evidence of this?

Yes. Studies have shown that many farms and ranches are receiving
a very low return on their investment. A very substantial jump ir
taxes would force 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.

Are you saying all farmers and ranchers will be forced out?

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.

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

Yes, it should to some extent. Even though the taxing scheme
would be the same as under our present system 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 higher use.

How?

By what is called a deferred tax or ‘Roliback’. In this case it means
collecting a tax on the difference between the vaiue of the
property on the market and the value of the property in its past
use. What's more, this tax will be accumulated over a period of at
least seven years.

Is this something new?

To Nevada, yes. This is the rnain thrusi of the amendment.
However, the idea of preferred taxation, that is taxing agriculture
and open space lands differently than other properiy, and that
of deferred taxation has been tried in various forms and in various
combinations by at least 31 other states.

So it has been successful?

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 requlation.

-
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How is this?

A community plonning agency must decide as to which lands
would qualify as agricultural or open space and which lands should
go into maore intensive development. Once this decision is made,
then those lands which qualify would be taxed according to this
lower value use.

Is this part of the amendment?

No. Defini tely 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.

Are there any alternative ways of controlling this land develop-
ment? ' .
There are other ways 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 iaws. Another approach is for the stote
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 deferral
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 section, the legislature may
constiture agricultural and open-space real properiy having a greater
value for another use than that for which it is being used, as a sep-
arate class for taxation purposes and may provide a separate
uniform plan for appraisal and valuation of such property for assess-
ment purposes. If such plan is provided, the legislature shall also
provide for retroactive assessment for a period of not less than 7
years when agriculturul and open-space property is converted to
a higher usc conforming to the use for which other nearby property
is used.
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SUMMARY

Currently in Nevada, agricuitural 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: andlif 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.
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Chapter 5

Summn‘y and Conclusions

1 With or withowd use-value assessment laws, farm
real estate is generally assessed in a preferential
manner as compared to nonfarm real estate.

O Fhis is a rather well-known fact. associated with
“the tendency to assess farmdands on a primarily use-
value basis, regardless of Jaw. In fact 1971 assessment-
sales ratio figures suggest that there is more assessment
equality. between rural and urban propertios in states
with use-vilue
“without such Liws,

Sinilariy, the adoption of use-value assessment laws
:Lpptﬁu:s‘ to be associated with achievements in assess-
ment equalization between farm and nonfarm prop-

ertics. In other words, when and where farm and open

psed as the Jaw says (ie., upon market value cri-

syi)acp propertics, particularly on the urban fringe, are
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 the 7)0pulation.

This is in spite of the fact that farm real cstate is
taxed at a considerably smaller percentage of fuli
vahw than ntost nonfarm real estate,

From 1965 through 1971 real property taxes ab-
sorhbed over 7 percent of personal farm income, double
the percentage for nonfarm income. In 1972, a record
vear in terms of farm income, the figure still stood at
6:9 pereent. Although another 1cc01d year ‘in 1973,
with prospects of an almost cqually good year in 1974,
should ameliorate the situation somewhat, the basic
~trend. will persist. Much of the problem stems from
the fact that farming is a real estate intensive enter-
prise, as well as from the tendency of per capita farm

income to lie below p r capita urban income. On the

urban fringe, wherve the problem is most serious, how-
ever, the primary cause is nonfarm market forces
which drive m'nl\ct values far above agricultural
aluc:s

assessment legislation thm i states
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3. States aned provinees wishing to extend .pm;)('r{g
tax relief to wrban fringe farmers can regard a
use-value farmland assessme n program as an cf-
fective relief measure.

“An important aulvantage to these pxomams is that
they strike directly at the problem itseli—large in-
creases in land values and taxes-due to nonfarm mmkct
factors.

Another relief measure  gaining popumnt'y and
worthy of further study is a system of ‘circuit-breaker”
tax uhef, similar to programs by the same name in-
stituted to grant property tax relief to clderly homie-
owners. Farm real estate taxes which excceded a cor-
tain percentage - of farm income would simply be
returned to tho owner. While such a phm has certain
logical appeal, there are some problems that would
h'xve to be w Qrkod out. Most import: witly, making tax
relicf contingent upon farm income would cncourage.
the ineflicient or minimal agricultural use of land.
Speculators and part time farmers who produced only
the minimum required income would be wmost re-
warded. The alternative, to' make reliel contingent
upon total income, would give rise to another serics
of problems. Use-value assessments have the-appeal of
taking a more dircet and unencumbered approach.

II()\vc\’(r;, there can be a good dex al of difference -
between types of use-value assessment programs. While
a well designed plan can extend help when and where
it is m\(‘dcd, a poorly written law might benefit-many
for whom it was not intended, s W ull as puw serious
administrative difficulties. ‘ :

4. Uw value assessment lcmslntum can be u,ntten
“so as to benefit only b(ma fide farmers. '

Legislation requiring only a minimum gross income
regardless of land area is completely inadequate. One
.1ltmmu\'c is to require an average minimum income
per acre. A possible complication, however, is that
allowances may have to be made for variability in soil
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productivitics and the presence of woodlands.

A second alternative is to require the owner to de-
rive a minimum percentage of his income from the
land. In setting the figure, it should be remembered
that the typical farmer derives almost half of his in-
come from nonfarm sources.

5. The rollback tax procides a means of recapturing
part of subsidies failing to preserve lands in farm
or open space use.

I the long run, rising land values, regardless of their
cause, are more of a windfall gain than a detriment
to the owner. They produce hardships for a landowner
(in terms of increased taxes as a percentage of income)
only so long as he continues to farm or hold his land

in an undv\ eloped state. Once the use of the Hﬁd B

changed, large ¢ .1p1tal gains are realized and it can be
awuul that socicty is centitled to recapture at least
part of the revenue foregone by use-value assessment.

At least two svstems of recaplure merit considera-
tion. The first is a rollback tax that would apply to at
least the current year and five preceding vears. A
longer period, however , might be prel ferable. There
are two major advanmﬂos to recording annually Loth
use and market value: (l) it indicates to what extent
the tax buse is being reduced, and (2) it greatly sim-
plifies the determination of rollback tax labilities.
Under such a svsteny, the landowner could be informed
annually of both values and not allowed to defer ap-
peal. A disadvantage is the administrative expense of
making two appraisals for cach participating farm cach
vear. If market vidues are not recorded, then it would
be helpful to at least maintain data on farm sales in a
readily available form,

A second method is a tax on the difference between
use and market values when the land is removed from

qualified use. The rate of tax could be geared to the

amount of time during which the land received use-
value assessment, say at a rate of 1 pereent per vear
of use-value assessment, up to 10 percent. Thus, a
parcel of Tand assessed at use-value for the past ten
or more vears would be taxed at 10 percent of the dif-
ference between use and market value if transferred
to an unqqualified use. Another variation of the same
basic method would be to tax the difference by a
multiple of the going tax rate—in this case, ten times
the applicable rate. The advantage of this methodol-
ogy is that market value must only be determined on
a one time basis. Furthermore, since participating
lands would in many cases be sold onlv shortly prior
to becoming dxsquahfud sales price itself could be
used as an indicator of market value.

Finally, deferred taxes could be allocated to the
taxing jurisdiction(s) in which the property is located.
It seems reasonable that taxing jurisdictions foregoing

revenue heeause of state/provincial legislation should
be the ones to recapture it if participating lands are

“converted to another use. An alternative means of re-

imbursing local governments for foregone revenue is
pavments made on the basis of participating acres,
number of parcels, differences between use and market
values (if recorded), ete. These recapture provisions
are consistent with the official policy of the Inter-
national Association of Assessing Officers regarding

exemptions.!

6. Use-value assessment laws can be m])cu‘cd to

hate only a very limited cfc’(l uynwtlaml__use

By relieving unreasoxmbl«:‘ tax burdens, such laws
provide the serious farmer with the opportunity of
maintaining his land in agricultural use. This is their
primary advmt age.

U‘:o-\aluc awessmonts however, afford no control
or regulation as to cither the pattcm or timing of
dev olopmcnt Basic market factors and opportunities
for large capital gains thmugh sale and/or develop-
ment remain unaffected. Most 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 precisely these lands
that are most susceptible to developmental pressure,
and their owners have been notably unwilling to par-
ticipate in a use-value assessinent program with any
teeth (ce.g.. California and Washington). Regardless of
use-value lvgishtion, it is unlikely that many urban’
fringe farms, unless handed down from father to sonm,
will continue operations for more than one gencration.
The market price on such lands is simply too out of
line with agricultural value to make their purchase at-
tractive to any but the speculator or developer. Thus,
while use-value assessments might be widely applied
for and, indeed, may slow the pace of development
by reducing farm and holding costs, they are not likely
to have :m_\: appreciable influence-upon long term land
use pattvrns.

7 hc}l!bm‘k taxes are largely incapable of affecting
?(zrw(l use decisions.

EQ(q)t in cases where there are additional penaltics
for darh withdrawal, rollback taxes merely provide a
means of recapturing part of taxes that otherwise
\muld have been payable. The presence of such pro-
visions, then, should discourage neither the bona fide
farmjcr nor the pure speculator from participating in

L Whe an cxemption or inomunity from taxation is granted,
the tax loss should be replaced to the local unit by that agenc
creating the exemption to aveid a shift to nonexempt taxpayers™
(from Policy Statement No. 2 approved by the IAAO member-
ship at its annual business meeting Scptember 22, 1971, in
Boston.




a use-value assessiaent program. Where there is no
interest recapture clanse, the participant s also af-
forded the free use of the moneyv involved, Onee a

o handowner has entered aprogram. rollback taxes do

provide an incentive to maintain the lind in @ quali-
fied waes Honvever, hecanse the amount of rollback
tax is directly dependent upon puh-nli'dvl’mm' i val-
ue, reatizab e e pital gains associate 4 with sale and
development will o m.mh “dwarf accrued roll Dk tax
liabiities. :
Also. the effeet can sometimes. be other than in-
tended that s, to discourage rather than encourage
contt oo agricultural use. This applies particularly
to ol Lunu rs who might be willing to participate
in u purely wse-valie assessment pmtfmm but not in
one where acerued tax obligations will be. reflected
in a lower sales price at time of yetirement. In such
a case. the farmer may simply sell out and retire

carlier than under a purcly use-value assessment

pl‘ ()gm m.

These -considerations do not mean, howwer that

rollback taxes are a poor idea. While having little
effect upon land use decisions, they do provide the
community with a means of recapturing pai"t of sub-
sidies failing to accomplish intended objectives.

8. Interms of the tax base, use-value assessments are
likely to have their greatest impact in taxing juris-
dictions with both «a relatively large amount of
farmland and laree or expanding urban pressures.

In general, the potential impact will increase with
(1) the pereentage of Land in agricultural use (i.c., po-
tentially qualifiable), and (2) the density and rate of

-expmsxon of the population. The productivity of ‘the
soil 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 mark('t value of farm real estate and
farm income, on'a per acre basis, can be very helpful
in estimating the extent to which the ag ericultural tax
base might bc reduced bv use-value as opposed to
“market value assessments. Once this is known, of
course, it is casy to extend the analysis to the overall
tax base. Very basically,
op an average value/income or \';\lu(‘/rvcvipts ritio,
per acre, om farmland whose highest and best use is
rtfn(uhm Loand eompare it aw ith snmhnl\ constructed
ratios on hanolands subject to
whbwm influence. The resulting differences provide
estiates s to what part of the maket values of
the Latter fandands are justificd by agricultural factors
and what part st be attritated to nonfarm or urban
factors,

1t should always be remembered that the ;)mntmg‘
of tax relicf to one segment of taxpayers will necessi-
_tate an increased tax rate 1f the same level of public

the methodology is to devel-

various  degrees of -
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services is to be maintained. In the case of usevalue
assesstents, this can sotictimes generate pervene res
sults, raising Loves on some Ffamers, inclading partici-
pants cwhen wsevidue assessiment iy relatively elose

O marhet value assessinentis i order to-eatend relicf

to athers.

9. The effective minmmmmuu nf a m:&mhu* ,mrm~
land asse ssment program calls for up}mm: rs prose

sessing specialized training or skills in agric ultural .

se zmn ¢ and economics.

The tmdmmm} ilppumdn s to value, eapecialby fh(' /

market and cost -approaches, are of httde help-in de-
termining the firm value of a pucﬂ of Jand ha wing a
hivher market \ahw The income approach, while rele-
vant, is difficult to properly apply, re quiring fnpwledge
of amcultuml cconomies and accounting. The assess-
ment, therefore, ‘must be bused” largely upon the po-
tential productivity of the soil, thc determination of
which requires specialized expertise. :

Oné solution is to have participating lands assess&d ’

by specialists who might be cqum*d to possess rele-
vant qualifications. such as a degree in agriculture.

The major advantage is that participating Jands would
likely be assessed more uniformly and- cfﬁucnﬂ} Thxs,.» '

is the approach taken by Saskatchewan. -
‘Another ‘;olutum is to offer msnuctum to assC380rs

\\Im T pdmupatnm farmlands in “their ;ungdi(:»,
Honse T eonnfunction with this instruction; the state’

ar l)ru\‘inu R I)l »'M\ want to nuﬂxo so0il i}roduc»

mm maps of Tocal wreas avatluble t asuwsm"; iifaﬂg o
with an’ index of average values for cach smirtype;y
Marvland has made much progress in this areal If the -

soil maps and indices are well done, a little added in-

* struction as to their proper use and limitations might

be all that is necdod to insure best results.

10, States aml‘pmuimres can monitor ihe Exteﬁt, cost,

and impact of their programs by recording and .

compiling .data on acres of participating lands,
types of participating Iands and the dropout
rate.

In regard to type of Tindsl the most mpnrt;mt\ vafi-
Lind in and-
about urban arcas is partic xpdtmu—ﬂmd the dmp out

able is location. I o Large pereentage of

rate is minimal—then the program is probably having
a positive effect upon land use. One of the most ana-

Ivtically useful techniques is to plot - pamcxpatmg'

lands on a map. Other variables on which a compzia—
tion of data can be helpful are market valie aaé in-

come of participating Lnds,
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State " Provinee
States
:\l;l\l\d

Arkansas

California

Colorado

Connecticut

Delaware

Florida

Appcndn\ B

Qualifications

Owner must be actively engaged in
farming and derive 25 percent: of
his inconre from the land,

The land must be currently en-

gaged in active agricultural or
forest use. ' .
Onalifications vary from county to
connty, Normally Iand must be part
of an “werie altural preserve’ > of 100
acres uiless smaller units meet city
or county planuing requirements.
The owner must sign a ten or twen-
tv vear contract with the local gov-
ernment.

Land must have been in agricul-
tural use the immediate past two
vears and have been . classified
agricultural land the: immediate

‘past ten vears.

Forest Lund must consist of at least
twentv-five acres. Land classified as
open space must have been so rec-
ommended by a municipal plan-
nmg COMmission.

Eligible land must consist of at least
five acres. Agricultural-horticultural
land must have a $500 minimum
gross income and have been in a
qualified use for the innme dmtc past
two years.

Ordmarlly, cligible land nced only
be in bona fide agricultural use. If,
however, the land has been zoned
for nonagricultural usc at the own-

o WA L AR ML L L L e
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State / l’rmmcc

S!utes

Hawaii

Idaho

AMinois

50

“dlifications

‘er's request or the owner h'Ls re-
corded a subdivision pht it must
be reclassified. In addition, 3 board
of county commissioners can de-
classify Lmds on which there i is con-
tiguous urban dcvdopmont on Awo

- or more sides and whosc continued

agricultural use would -deter the
urd(,rlv expansion of the commun-

R mall\, a sale of the land at a
pncc that is three or more times the
a\a)nculturfl] assessment creates "a
presupposition that. the hnd is not
in bona fide farm use.

Crop land must {1 consfsf of five
acres, (2) ‘have an economically
reasonable use as such (normally
a gross revenue of $150/acre), and
(3) not be in conflict with the over-
all development plan of the state as
determined by the Director of Plan-

" ning and Development. Such lands

must lie in specified land use dis-
tricts and the owner must enter into
a ten or twenty Vear contract. Other
agricultural hndq on which con-
tracts arc not mandatory, are also

“assessed at usc-value if reasonably

well suited for agricultural use.

Land must be in agricultural use.

To be eligible land must consist of

ten or aore . acres, have been in
agricultural use the immediate past
three years, and 11raduce a sub—
stantml -income.

P e - . . -
N ke e v,..,,,,,*..‘ BT R ro
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USE-VALU E FARMLAND ASSESSMENTS

State / Province

Qualifications

State/ Province

Qualifications’

States

Indiana

Towa

Kentucky

Maine

Maryland

Massachusetts

,and must be in agricultural use,

and not have been purchased for
industrial, commercial, or residen-
tial use.

- Minimum of ‘ten acres in agricul-

tural- use,

- Agricultural and forest lands must

consist of at least ten acres, and

~horticultural lands of at least five.

All eligible lands must produce a
gross income “of 31,000 and have
been ina qualified use for the im-
mediate past five years. Land zoned
for other than agrieultural or horti-
cultural use is specifically excluded.

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 actively devoted to the
growing of timber for commercial

use. Open space lands must be ap-

proved for their compliance with
municipal or state land usc plan-
nmg

On agricultural Jands, 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

underdeveloped, (2) part of a con-

tiguous tract of 500 acres (or consti-
tute such a tract), and (3) zoned for
development in compliance with a
master, regional, or governmental

plan. Country clubs are eligible if

they contain at least fifty acres,
have nine or moré holes, and-have
a dues-paving mcmborship of not

less than 100 persons, with dues

averaging at least $50 fmnually per
member.

Eligible Iands must be at least five

acres in size, have been devoted to
agricultural or horticultural use for
the two immediately preceding
vears, and produce a gross retumn

States

Minnesota

Montana

Nevada

- New Hampshirc

New Jersey

New-Mexico

of $300 per year includ’mg govern-
ment payments. Lands in.excess of |
five acres must yield an additional
average gross return of $5 per acre
on tillable land and $.50 per acre -
on woodland and wetland. :

Agricultural and timber land* mast:

either consist of -at least ten acres

and have been in a qualificd 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 praduee ‘
one-third of total family income.

Open space land must (1) be ac-

tively and exclusively devoted to
golf or skiing recreational use; and
(2) consist of at least five acres and
(a) be operated by private individ-
uals and open to the public, or (b)
be operated by a firm or corpora-
tion for the benefit of its employees;
or (c) be operated by a private club
having a membership of fifty or
more. :

Eligible land must (1) constitute at
least five acres, (2) be in agricul-
tural use, and (3) yield cither a -

81,000 gross return or at least 13

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 a peru)d of at Icast ’
ten. years.

Eligible land must consist of at

least five acres and have been in

farm use for the past two years. -
Gross sales for the first five acres
must have averaged at least $500
over the last two j;ears, %*pe: acre
on Jand in excess of five acres, and
$.50 per acre on woodlands and

wetlands. : T

The land must have. been in agn-
cultural use the last five years (ten.”
years for grazing land) and produce
a $100 gross revenue. In addition,




States

State / Provinee

New Yark

North Carolina

North Dakota

Ohio

Oregon

Pennsylvania

Quadkﬁvatimn

there must he evidenee that the
fand is held primarily for anuil
tural purposes.

FLand must (1) be at least ten acres
in size. (2) have prf)du('vd @ gross

Aincome of $10.000 from the sale of

farm products in the preceding
vear, aud (3) either bein an “agri-
cultural district” or have heen com-
mitted to agricultural use for -an
vight vear period by the owner.

“Agricultural-borticultural land

must coustitute at least ten acres
and have produced an average
gross income, including government

;pu-\‘;mvnts, of $1,000 over the Jast

three vears. Forest land must be at
least twenty acres and either (1) be
the owner's place of residence or (2)

have b"cn owned by the present
(mnor one of his siblings, or his.

P m'nts for the last seven years.

Eligible forest land must either be
native woodlands of at least ten

“acres or newly planted forest arcas

of at least five acres. Native wood-
lands must produce a forest cover
and not be dealt with in a destruc-
tive manner. Agricultnral land with-
in the corporate limits of a city,
whether or not platted, is classi-
fied and assessed as. agricultural
Jand until put to another use.

Lzmd must have been devoted to

exclusive commercial farm use for

the immediate past three years. Jf
less than thirty acres, the Jand must

have pzoducul an -average annual\-

gross income from farming of :
Teast $2,500 during the 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-

" zoned farmland must have been in

farm use the immediate past two
vears, and there should be evidence
that the land is held primarily for
the purpose of m.iking a pwﬁt from
farming.

Farmland must consist of at least

State / Prosince

States

Rhode hhmd

South Dakota

Texas -

Utah

© Virginia

Washin gmh’

© ELICIBILITY REQUIREMENTS ;,3;2

Qualifications

tenty acres, forest fand of at least.

fifty, and open space land of at Teast
ten. The Tand must be designated
as farm, forest. water supply ar
open space land ina plan adopted ’
bv the ~pl'muinﬂ commission of the

'mummp‘\h(\ unmt\ or region in

which-it is located. Site coveras ge
by structures, roads, und  pav vd
;u"g»:xs on open space Tands mayv not
exceed three pereent of total acre-
age. .

No specific quahﬁcatmm although

the assessor is directed to consider,
among other thmgs,. the acreage,

“use, and productivity of the land.

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

The Jand must have been contin-- -
ually used for or developed for ag-

ricultural use during the immediate

past threc years, and must consti-

tute the primary source of income:

and occupation of the owner.
To be eligible 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 return of $250 an

acre over the last five years. On

tracts of less than ten acres, the

landowner may apply for a waiver

if he submits proof-that 80 percent

of his income comes from the sale -
of agricultural produets.’

 Farm' and open space land must
- consist of at least five acres, and

forest Iand of at least twenty acres.
Farm lands must have generated an
average of at least $500 in gross -
sales together with payments re-
ceived under a soil conservation

‘program in three of the immediate

past five years. The land must be
Incated within a county,. city, or

town which had adopted an ordi-

nance to provide for use value as-
sessments,

Farmland must comprise (1) twenty
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USE-VALUE FARMLAND ASSESSMENTS

State / Province

Qnahf( almm

States

Wyoming

- Provinces
-Alberta

British Columbia

New Brunswick

“Omtario

Prince Fdward
Istand

,Tunbmhnd must constitute

"H . under
“.must be the principal source of in-

Cor {2))

To be dligible
aperated as a “farm enterprise” by

_or more contignous acres devoted -
to_agricultural use, or (2) five to |
twenty acres with a gross income.
of $100 per acre for three of the last
five years, or (3) less than five acres
with a gross income of $1,000 per:

vear for three of the last ﬁvo VOQrs,
at least
five acres devoted to the growth
and harvesting of forest crops.

“The land must have been used duar-

ing the immediate past two vears

for agricaltural purposes and for

obtaining a monetary profit thercon.

twenty acres, the land

come of the openter If over twen-

- ty acres, it must produce an income
\ sufﬁczent to produce a hvehhood

Lzmd located in a municipality

- must consist of at least two acres.

On such land, the assessor is di-

rected to consider the proportion

of land under cultivation, the time

devoted to its cultivation, and the -

value of its produce. If the land is
between two and five acres, the
assessor may require the operator
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
similar considerations, except that
the assessor need not obtain a statu-
hﬂ\ declaration of income.

Farmland must produce a gross ve-
turn of 330 -per acre.

Farmband is aut(mmtlc\\l}
at wse-valite and there are no spe-
{udhﬁcaﬁtms, In. addition,
however, fanners also are given a
30 pereent rebate of both munici-
pal and school taxes. To be cligible
for the rebate, farmland must either

cifie

(1) eonsist of at Teast eleven acres
icld 32,000 or more in gross

income from farming operations,

farmland must be

assessed

'st.mt / l’w\ fnee

Qm\hfu 'mmw

. Provinces

Quebec

Saskatchewan

‘a “bona fide farmer.” A “farm enter.

prise” is (1) a farm operation of
twenty acres owned ‘and operated

by a hona fide farmer for at least.
ten vears: or (2) a farm operation
whose prnmm vears  gross sales.

were at least $2,500; or (3) a poul-
try, hog, greenhouse, or market gar-

den enterprise, owned and operated . -

by a bona fde farmer either for
_more than ten years or from which
sales for the previous year.
were ut least $10,000. A “bona fide .
farmer” is either (1) one who spends -
more than 50 percent of his work- <

gross s

ing time on the farm and receives

more farm income tham nonfarm
“wages, or (2).a firm, corporation, or

$v ndncatc Invmg at k*&s,t one officer

“who wwwes muore gross farin than ~

nonfarm HK!!HM' d!](‘ who b{}(,"{%ﬁ

more than 30 percent of his work-

ing time on the farm. The 8rm or

Corpr maation must ‘hv’sul@ Y. engaged
in farming ‘:'mi/m prnccssum pro-

duw from the land,.

Farmlands nmst cither w'}mst e}f at.

least ten acres or produce -a gross
revenue of $2.000 per annum,

- No specifie qualifications. .
I i : :




