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C o n v e r s i o n  o f  F a r m l a n d

When land has been identified as agricultural, specific findings 
and procedures are necessary before the land can be designated 
for nonfarm residential, commercial or industrial development. 
This procedure is called the exceptions process.

As noted earlier, if agricultural land is already built upon 
or committed to nonfarm uses, it need not be zoned EFU. However, 
if uncommitted agricultural land is needed for nonfarm uses., a 
detailed justification is required Four criteria must be con­
sidered before conversion. These criteria are:

1) need;

2) alternative locations;

3) impacts; and •

4) compatibility.

Lands which are zoned EFU and later proposed for conversion to 
other uses require the same exceptions process findings.

According to Ron Eber at LCDC, the need criteria has been a 
difficult one to evaluate. However, LCDC has stated that need 
should not be based solely upon a continuation of growth trends 
or the existence of a market demand for rural nonfarm homes.

B e n e f i t s  of E F U  Z o n i n g

In addition to review of subdivisions, and assuring that only 
compatible nonfarm uses will be allowed within the EFU Zone, two 
other major benefits accrue to those who farm within such zones. 
The first benefit is a prohibition on adoption, by the state or 
local governments, of laws, ordinances or restrictions affecting 
any farm use land within an EFU Zone which unreasonably restricts 
or regulates farm structures or accepted farming practices due to 
noise, dust, odor or other aii'borne materials. Also prohibited 
are restrictions on other conditions not extending beyond the 
boundaries of the EFU Zone in which they are created in such a 
manner as to interfere with the use of adjacent lands. However, 
this does not prevent state agencies and municipalities from 
exercising powers to protect the health, safety and welfare of 
its citizens. This prohibition on restrictions allows farmers to 
run their businesses in farm zones without being hindered by 
ordinances which limit the operation of equipment early in the 
morning or prohibit the creation of dust or odors among other 
things. Such limitations often restrict and discourage farm 
activities in areas which are becoming suburbanized.

The second major benefit is that land zoned EFU and farmed is ap­
praised at its farm use value for property and inheritance tax
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purposes. Furthermore, these lands are also exempt irov certain 
special district and rural service assessments (i.e., ^ever, 
water, solid waste) except for the farm dwelling and up to one 
acre around it. Although land outside EFU Zone may be eligible 
for preferential assessment, property in an EFU Zone is automatically 
reviewed by the assessor to determine if it is qualified for 
special farm use assessment, and nc minimum income must be earned 
in three out of five preceding years in order to qualify. Further­
more, there is no requirement that farmland be used exclusively 
for farm use in the two years immediately preceding qualification 
for preferential assessment, and there is no tax penalty when land 
qualified for special farm use assessment is removed from the 
EFU Zone following an action by the governing body that was not 
requested or initiated by the owner of the land. These advantages 
are not shared by land with farm use assessment outside an EFU 
Zone.

Significantly, Oregon's differential assessment law links compre­
hensive planning and zoning with tax benefits to farmers. According 
to Ron Eber, the preferential tax treatment aids the farmer by 
helping to keep his land in production, while the zoning restric­
tions on nonfarm use of the land assures that the land is protected 
for agricultural use.
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FROM: O f f i c e  of L e g i s l a t i v e  R e s e a r c h
D a v i d  K e i t h  Leff, R e s e a r c h  A t t o r n e y

RE: F o r e s t  L a n d  T a x a t i o n

Y o u  ha ve a s k e d  for b a c k g r o u n d  i n f o r m a t i o n  o n  the forest land 
p r o v i s i o n s  of PA 490, i n c l u d i n g  d i s c u s s i o n  of p r o b l e m s  w i t h  the 
law.

P u b l i c  A c t  490 is a use value a s s e s s m e n t  law w h i c h  allows farm, 
forest, and o p e n  space land to be v a l u e d  for p r o p e r t y  t a x a t i o n  
b a s e d  o n  its c u r rent use w i t h o u t  r e g a r d  to d e v e l o p m e n t  potential. 
It was d e s i g n e d  to h e l p  p r event loss of t h e s e  lands to d e v e l o p­
ment. F o r e s t  land u n d e r  the A c t  m u s t  g e n e r a l l y  be at least 25 
acres, and be a p p r o v e d  b y  the state forester. A b o u t  560,000 
acres out of about three m i l l i o n  in the state are c l a s s i f i e d  as 
forest land.

M a j o r  issues s u r r o u n d i n g  P A  490 include lack of a m a n a g e m e n t  
p l a n  r e q u i r e m e n t  for forest land, lack of c o o r d i n a t i o n  w i t h  state 
and local d e v el opment, w e a k n e s s e s  in the c o n v e y a n c e  tax, o w n e r­
ship of P A  490 land by developers, and the r e l a t i v e l y  large 
m i n i m u m  a c r e a g e  requirement.

P R E D E C E S S O R  T O  P A  490

R e d u c e d  p r o p e r t y  t a x  a s s e s s m e n t s  for forest land has e x i s t e d  in 
Co n n e c t i c u t  for 70 years. P ubli c Act. 58 of the 1913 legis l a t i v e  
s e s sion (now c o d i f i e d  as C . G . S . , Secs. 12-96 to 12-103) e s t a b­
lished a s y s t e m  w h e r e b y  o wners of w o o d l a n d  or land suitable for 
forest p l a n t i n g s  c o u l d  apply to the state f o r ester for a special 
c l a s s i f i c a t i o n  as f o rest land to reduce  local p r o p e r t y  tax l i a­
bility. The land e l i g i b l e  for c l a s s i f i c a t i o n  m u s t  not be less 
th a n  25 acres and n o t  e x c e e d  in val ue $100 p e r  acre e x c l u s i v e  of 
ti m b e r  g r o w i n g  on it. L a n d  so c l a s s i f i e d  and the t i m b e r  are 
v a l u e d  s e p a r a t e l y  at t h eir actual v a l u e  at the time of c l a s s i f i­
cati o n  and t h e r e a f t e r  t a x e d  at not m o r e  t h a n  ten mills. A  
r e v a l u a t i o n  of both land and t imb er s e p a r a t e l y  is made by the
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local a s s e s s e r  50 y e a r s  from the date of origi n a l  c l a s s i f i c a t i o n  
w i t h  the r e v a l u a t i o n  s u bject to a t a x  rate of not more t h a n  ten 
m i l l s  for a n o t h e r  50 years. At the end o f  this period, if c l a s s i­
fica t i o n  has b e e n  c o n t i n u o u s l y  m aintained, the land and timber 
are to be r e v a l u e d  w h e n  n e c e s s a r y  and t a x e d  a n n u a l l y  at the 
local rate.

W h e n e v e r  a c u t t i n g  is m a d e  o n  land c l a s s i f i e d  under Sec. 12-96
to 12-103, e x c e p t  for c u t t i n g  for d o m e s t i c  use, the m a t e r i a l
r e m o v e d  is s u b j e c t  to a y i e l d  tax. If the o w n e r  of the land
fails to f o l l o w  s t a t u t o r y  r e q u i r e m e n t s  or if the tree g r o w t h  
is r e m o v e d  a n d  the land us ed for o t h e r  purposes, c l a s s i f i c a t i o n  
as f o r e s t  lan d m a y  be c a n c e l l e d  by the state forester. W h e n  
the c l a s s i f i c a t i o n  is cancelled, a p e n a l t y  tax is imposed. This 
tax is f i g u r e d  by c o m p u t i n g  the d i f f e r e n c e  b e t w e e n  the v a l u e  
of the l a n d  and t i m b e r  and its v a l u e  at the time of c l a s s i f i c a­
tio n  and a p p l y i n g  to this d i f f e r e n c e  a tax rate of five m i l l s  
p e r  a n n u m  for the e n t i r e  n u m b e r  of y e a r s  the land was classified. 
T h e  p e n a l t y  tax is in a d d i t i o n  to any y i e l d  w h i c h  m a y  be due.

A c c o r d i n g  to the State F o r e s t e r ' s  Office, there is still land 
c l a s s i f i e d  u n d e r  Sec. 1..-96, but no n e w  land is comi ng u n d e r  that 
c l a s s i f i c a t i o n  b e c a u s e  the r e q u i r e m e n t  that the land be v a l u e d  
at no m o r e  t h a n  $100 per acre can no longer  be met. The last 
land c l a s s i f i e d  u n d e r  Sec. 12-96 was in U n i o n  over ten y e a r s  ago. 
L a n d  c a n n o t  be s w i t c h e d  from  c l a s s i f i c a t i o n  under Sec. 12-96 to 
P A  490 w i t h o u t  the Sec. 12-96 p e n a l t y  t a x  b e i n g  imposed. The 
G e n e r a l  A s s e m b l y  d i d  p r o v i d e  a grace p e r i o d  b e t w e e n  O c t o b e r  1,
1972 a n d  O c t o b e r  1, 1973, d u r i n g  w h i c h  p r o p e r t y  under Sec. 12-96 
c o u l d  be s w i t c h e d  to Sec. 1 2 - 107d w i t h o u t  penalty. This e x e m p­
tio n  is o b v i o u s l y  not h e l p f u l  in any c u r r e n t  situation.

P U B L I C  A C T  490

P u r p o s e s  a n d  B a c k g r o u n d

P u b l i c  A c t  490, p a s s e d  in 1963 by the G e neral Assembly, is a use 
v a l u e  a s s e s s m e n t  l aw w h i c h  r e q u i r e s  v a l u a t i o n  of farm, forest 
a n d  o p e n  space land u p o n  its c u rrent use w i t h o u t  r ega rd to 
n e i g h b o r h o o d  lan d uses of a more intens ive n ature (C . G . S . ,
Sec. 12-63). P A  490 r e d u c e s  local p r o p e r t y  taxes on these 
lands w h e r e  m a r k e t  v a l u e  e x c eeds  the ir v a l u e  as farm, fores t or 
o p e n  space lands. The s t a t u t o r y  p u r p o s e  of the A c t  is to e n­
co u r a g e  the p r e s e r v a t i o n  of farm, forest and open space land 
in o r d e r  to m a i n t a i n  the a v a i l a b i l i t y  of farm produc ts and to 
c o n s e r v e  the n a t u r a l  r e s o u r c e s  of the state (C . G . S . , Sec. 12- 
1 0 7 a ) . P r e v e n t i o n  of f o r c e d  c o n v e r s i o n  of these lands to more  
i n t e n s i v e  u s e s  as the r e s u l t  of e c o n o m i c  p r e s s u r e s  c aused by high 
a s s e s s m e n t s  w a s  d e c l a r e d  a m a t t e r  of p u b l i c  policy. Pro ponents 
of the act h o p e d  t h a t  by b r e a k i n g  the cycle of high m a r k e t  value 
- h i g h  asses s m e n t s ,  grea t p r e s s u r e  w o u l d  be removed from farm
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a nd f ' t s s t  l a n d  owners. A l t h o u g h  P A  490 c o u l d  n o t  k e e p  land 
o p e n  i h J e f i n i t e l y ,  p r o p o n e n t s  b e l i e v e d  it w o u l d  b u y  time until 
o t h e r  p r e s e r v a t i o n  too ls were available.

A  k e y  p o i n t  is that P A  490 does n o t  in itself p r e s e r v e  land in 
an u n d e v e l o p e d  condition. T h e  A c t  m e r e l y  a t t e m p t s  to m a k e  it 
e a s i e r  for o w n e r s  to h o l d  u n d e v e l o p e d  land l onger b y  r educ i n g  
costs. T h e  A c t  a s su mes t h a t  real e state  t axes  are a m a j o r  
f a c t o r  in lan d use d e c i s i o n s  r e g a r d i n g  o p e n  space property. The 
A c t  also a s s u m e s  that the p ublic b e n e f i t  of m a i n t a i n i n g  ope n 
s pace o u t w e i g h s  the tax e x p e n d i t u r e  c a u s e d  by lower assessments. 
Thus, to c r i t i c i z e  P A  490 for not k e e p i n g  land o r e n  o n  the 
u r b a n  f r i n g e  w h e r e  d e v e l o p m e n t  p r e s s u r e  is g r e a t e s t  is to set 
u p  a s t r a w  man. It is g e n e r a l l y  a c c e p t e d  that P A  490 does  not 
n e c e s s a r i l y  d i s c o u r a g e  o w n e r s  from  a c c e p t i n g  l u c r a t i v e  d e v e l o p­
me n t  deals. H owever, w i t h o u t  the law m a n y  b e l i e v e  even those 
w h o  w i s h  to r e t a i n  t h e i r  p r o p e r t y  in an u n d e v e l o p e d  c o n d i t i o n  
c o u l d  n o t  do so.

C o n n e c t i c u t  w a s  among the first states in the n a t i o n  to enact  
a d i f f e r e n t i a l  a s s e s s m e n t  law. It was one of the s ugges t i o n s  
W i l l i a m  H. W h y t e  m a d e  in a 1962 r e p o r t  r e q u e s t e d  by G o v ernor John 
D empsey. Mr. W h y t e  p r o p o s e d  a c o m p r e h e n s i v e  p l a n  to p r o t e c t  
C o n n e c t i c u t ' s  n a t u r a l  resources, and in r e c o m m e n d i n g  d i f f e r e n t i a l  
a s s e s s m e n t  he s t r essed  the importance  of planning, a strong 
t a x  r e c a p t u r e  clause, as w e l l  as a u g m e n t i n g  lower a s s e s s m e n t s  
w i t h  o t h e r  p r e s e r v a t i o n  devices. In 1963, the G e n e r a l  A s s e m b l y  
e n a c t e d  a l a w  w h i c h  c o n t a i n e d  n e i t h e r  c o m p r e h e n s i v e  p l a n n i n g  
nor a t a x  r e c a p t u r e  clause. Not until 1972 w a s  the real estate 
c o n v e y a n c e  t a x  enacted.

A l t h o u g h  it w a s n ' t  until e n a c t m e n t  of P A  490 t h a t  land could  be 
a s s e s s e d  a c c o r d i n g  to its c u r r e n t  use, m a n y  b e l i e v e  that local 
a s s e s s o r s  h i s t o r i c a l l y  p r a c t i c e d  use value t a x a t i o n  on open 
lands u n t i l  s h a r p l y  i n c r e a s i n g  local e x p e n d i t u r e s  and insuff i c i e n t  
r e s o u r c e s  c a u s e d  t h e m  to t u r n  to m a r k e t  v a lue taxation. Thus,
P A  490 j u s t i f i e d  a t r a d i t i o n a l  p r a c t i c e  w h i c h  w a s  b e c o m i n g  
m o r e  d i f f i c u l t  to implement. As m i g h t  be expected, the g r e a t e s t  
a p p l i c a t i o n  a c t i v i t y  follows a m a n d a t o r y  ten y e a r  m u n i c i p a l  
p r o p e r t y  t a x  r e e v a l u a t i o n  w h e n  m a r k e t  v a l u e  a s s e s s m e n t s  r e f l e c t  
i n f l a t i o n  in land values.

F o r e s t  L a n d  R e q u i r e m e n t s

F o r e s t  l a n d  for the p u r p o s e s  of P.A. 490 is a ny tract or t racts 
of land a g g r e g a t i n g  25 a cres or m o r e  in an a r e a  b e a r i n g  tree 
g r o w t h  in s u c h  q u a n t i t y  and so spaced as to constitute, in the 
o p i n i o n  o f  the state forester, a forest area, a nd m a i n t a i n e d  in 
a state o f  p r o p e r  f o r e s t  condition. F orest land m a y  be 25 c o n­
tig u o u s  acres, tow or m o r e  t rack s a g g r e g a t i n g  at least 25 acres in 
w h i c h  no s i ngle c o m p o n e n t  tra ct m a y  c o n s i s t  of less than ten a c r e s , or
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t r a c t  w h i c h  is c o n t i g u o u s  to a n other d e s i g n a t e d  p a r c e l  h e l d  by 
the same owner.

Before forest land m a y  be a s s e ssed at use value, the o w n e r  m u s t  
apply to the state f o r e s t e r  who m a k e s  a d e t e r m i n a t i o n  w h e t h e r  
or not the l a n d  q u a l i t i e s  for forest land cl assificatio n. By 
law, the a p p l i c a t i o n  m u s t  c o n t a i n  an a d e q u a t e  d e s c r i p t i o n  of the 
land. Once the land is d e s i g n a t e d  by the state forester, the 
o wner m a y  a p p l y  to the local a s s e s s o r  for use v a l u e  c l a s s i f i c a -  
tion. The l a w  s p e c ifies a t i m e t a b l e  for a p p l y i n g  to the 
a s s e ssor which, if not met, c o n s t i t u t e s  a w a i v e r  of use valu e 
a s s e s s m e n t  on t he a s s s e s s m e n t  list for w h i c h  the a p p l i c a t i o n  was 
made. The m u n i c i p a l i t y  a n d  land o w n e r  m a y  a ppea l d e c i s i o n s  by 
the state f o r e s t e r  to the S u p e r i o r  Court.

STATUS OF F O R E S T  L A N D  IN C O N N E C T I C U T

Of C o n n e c t i c u t ' s  r o u g h l y  t hree m i l l i o n  acres, a bout 560,000 
are c l a s s i f i e d  u n d e r  the forest land p r o v i s i o n s  of P ublic  Act 
490. F o r e s t  land a c r e a g e  und er the p r o g r a m  is as follows in 
the eight counties.

County
T o t a l
A c r e s

" 'PA 490 —  
Forest
Land
A cres

A v e r a g e
Parcel
Size

L a r gest
Parcel
Size

F airfield 403,840 42,416 78 2,253

Hartfo rd 473,600 41,807 73 3,209

[Litchfield 600,320 161,164 101 6,255

Middl e s e x 237,400 52,710 76 1,096

New Haven 390,400 67,244 100 4,573

|New L ond on 426,880 90,201 78 3,158
J
jTolland 266,240 60,202 70 3,003 i
1
W i n d h a m

1
■

330,240 43,268 74 1,794

i

A c c o r d i n g  to S t e p h e n  Broderick, an E x t e n s i o n  F o r e s t r y  A g e n t  
at the C o o p e r a t i v e  E x t e n s i o n  Service in Brooklyn, these 
s tatis t i c s  m a y  not r e p r e s e n t  all e l i g i b l e  forest land in the 
state since some m a y  be c l a s s i f i e d  as f arm or open space land.

The largest p a r c e l  of P A  490 forest land h e l d  in the state is 
i n d i v i d u a l l y  owned. However, m a n y  large p a r c e l s  are h e l d  by
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w a t e r  companies, w i t h  s e v e r a l  h e l d  by charit able or e d u c a t i o n  
o r g a n i z a t i o n s  i n c l uding the largest p a rcels  in W i n d h a m  and 
T o l l a n d  C o u n t i e s  w h i c h  are o w n e d  by Yale University. A m o n g  
o w n e r s  of larger p a r c e l s  are realty, construction, an d d e v e l o p­
m e n t  companies, and p r i v a t e  clubs. Several F o rtune 500 c o m p a n i e s  
also h o l d  land u n d e r  P A  490. A m o n g  t h e m  are C o m b u s t i o n  E n g i n e e r­
ing w h i c h  owns a 450 acre p a r c e l  in Windsor, and U n i o n  C a r b i d e  
C o r p o r a t i o n  w h i c h  ow ns 548 acres in Danbury.

A c c o r d i n g  to Mr. Broderick, n e w  land is b e i n g  added to t h e  PA 
490 rolls e v e r y  year, a l t h o u g h  figures are unavailable. This 
is e s p e c i a l l y  true in W i n d h a m  and L i t c h f i e l d  c o u n t i e s  w h e r e  
r e v a l u a t i o n s  are n o w  m a k i n g  a m a r k e d  d i f f e r e n c e  in a s s e s s m e n t s  
b e t w e e n  c l a s s i f i e d  and u n c l a s s i f i e d  lands. It is almost 
imposs i b l e  to tell h o w  m a n y  p r o p e r t i e s  are r e m o v e d  from forest 
land c l a s s i f i c a t i o n  e a c h  y e a r  b e c a u s e  a s s e s s o r s  do not have  to 
file c a n c e l l a t i o n s  w i t h  the state forester. B a s e d  o n  his 
experience, Mr. B r o d e r i c k  g u e s s e s  that there are p r o b a b l y  six 
to 10 c a n c e l l a t i o n s  p e r  c o u n t y  each  year.

T here is no data  as to a v e r a g e  time forest land has b e e n  
r e c e i v i n g  the b e n e f i t s  o f  P A  490. However, c l a s s i f i c a t i o n  
g e n e r a l l y  follows r e v a l u a t i o n  w h e n  land v alues have i n c r eased 
to the p o i n t  w h e r e  the fair m a r k e t  value of o p e n  land is r e a s o n­
ably h i g h e r  than its use value. Thus, in u r b a n  areas la nd has 
t e n d e d  to be c l a s s i f i e d  e a r l i e r  than in rural jurisdictions.

A n y  m a n a g e m e n t  of f ores t land is p u r e l y  voluntary. Mr. B r o d e r i c k  
e s t i m a t e s  that less t h a n  10% of such land is n o w  managed.

Use V a l u e  A s s e s s m e n t s

The a s s e s s o r  in e a c h  t o w n  d e t e r m i n e s  use value a s s e s s m e n t  
r ates sub ject to a ppeal to local b oards of tax r e v i e w  and u l t i­
m a t e l y  the courts. In o r d e r  to aid a s s e ssors w i t h  the v e x i n g  
p r o b l e m  of w h a t  c o n s t i t u t e s  use value, a r e c o m m e n d e d  set of v a l u e s  
w a s  d e v e l o p e d  by Dr. I r ving Fellows, form erly o f  the U n i v e r s i t y  
of Connecticut. For farm land these v a lues are based u p o n  the 
c a p i t a l i z a t i o n  of net gross rentals of v a rious broa d c l a sses of 
a g r i c u l t u r a l  land. T h e  v a l u e  of forest land is c o m p u t e d  on 
the c a p i t a l i z a t i o n  o f  the v a l u e  of the annual g rowt h of t i m b e r  
o n  the land. This is done b y  m u l t i p l y i n g  the y e a r l y  b o a r d  foot

c a p i t a l i z a t i o n  rate is a c o m b i n a t i o n  of inter e s t  and taxe s (10.5% 
w h e n  last figured in 1978). C u r r e n t  use v a l u e s  for forest land, 
set in 1978, are $40 an acre in L i t c h f i e l d  and $30 an acre in 
the rest o f  the state. T h e s e  recomm e n d e d  v a l u e s  are reset every 
few years, and a n e w  set is now b e i n g  developed.
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It m u s t  be r e m e m b e r e d  t h a t  these v a l u e s  are only recommended.
Town a s s e s s o r s  m a y  d e r i v e  their o w n  values.

| The C o n v e y a n c e  T a x  and Its Intent

W h e n  P A  490 w a s  e n a c t e d  in 1963, t h e r e  was no p e n a l t y  w h e n  an 
o w n e r  w h o  r e a p e d  the b e n e f i t  of lower a s s e s s m e n t s  s u bs equently 
sold his land for d e v e l o p m e n t .  In 1972, the G e neral  A s s e m b l y  
e s t a b l i s h e d  a c o n v e y a n c e  t a x  on the sale of land c l a s s i f i e d  
as farm, f orest or o p e n  space land u n d e r  P A  490 (PA 72-152).
This law imposes a t a x  o n  land c l a s s i f i e d  und er P A  490 if sold 
by the o w n e r  w i t h i n  a p e r i o d  of ten years fr om the time the land 
w a s  a c q u i r e d  or c l a s s i f i e d  w h i c h e v e r  was earlier. The tax is 
also a p p l i c a b l e  if the o w n e r  c h a n g e s  the use of the land w i t h i n  
ten y e a r s  of c l a s s i f i c a t i o n .  The t a x  w o u l d  be 10% if sold the 
first y e a r  a n d  d e c l i n e  b y  1% a y e a r  u n t i l  no tax w o u l d  be 
co l l e c t e  1 f o l l o w i n g  the t e n t h  year. C e r t a i n  t r a n s f e r s  were 
e x c e p t e d  i n c l u d i n g  t r a n s f e r s  r e s u l t i n g  from e m i n e n t  d omain 
p r oce edings, m o r t g a g e  deeds, t a x  deeds, and t r a n s f e r s  b e t w e e n  
im m e diate family., In addition, if land is sold subject to a 
covenant, e n f o r c e a b l e  b y  t h e  town, to r e f r a i n  f r o m  selling or 
d e v e l o p i n g  the land in a m a n n e r  i n c o n s i s t e n t  w i t h  its c l a s s i f i­
cati o n  as farm, forest, or o p e n  space land for at least eight 
years, the s ell er n e e d  n o t  pay the tax.

The b r i e f  floor d e b a t e s  in the H o u s e  and Senate re veal three 
r e a s o n s  for e n a c t i n g  the c o n v e y a n c e  tax. R e p r e s e n t a t i v e  Clynes, 

j floor m a n a g e r  of the b i l l  in the House, felt the tax would serve
as a d e s e r v e d  p e n a l t y  to p e o p l e  w h o  e n j o y e d  tax shelters on 
large t r a cts of land a n d  s u b s e q u e n t l y  sell it at a profit. A n o t h e r  
House m e m b e r  felt t hat the t ax w o u l d  add a note of e q u a l i t y  among 
t o w n  t a x p a y e r s  w h e n  t hose w h o  r e c e i v e d  an advantage at one time 
w o u l d  e v e n t u a l l y  have to pay. Finally, it w a s  m e n t i o n e d  in the 
Senate that the tax w o u l d  h e l p  r e store local revenues w h i c h  had 
b e e n  e r o d e d  by 490 c l a s s i f i e d  land. The intent of the act 
was p r o b a b l y  m o s t  s u c c i n c t l y  put in an a r t i c l e  whi ch a p p eared  
in the C o n n e c t i c u t  Bar J o u r n a l  w i t h i n  a y e a r  a f t e r  enactmait of 
the c o n v e y a n c e  tax: "It a p p ears from the l i m i t e d  legislative
h i s t o r y  and f r o m  e x p r e s s i o n s  of the G o v e r n o r  on signing the A ct 
t h a t  it w a s  i n t e n d e d  to a t t a c k  the p r o b l e m  of r e c o v e r i n g  abated 
t a x e s  from those l a n d o w n e r s  w h o  have a v a i l e d  th emse l v e s  of the 
p r i v i l e g e s  of P u b l i c  A c t  490 and later e n c o u r a g e d  the c o n v e r s i o n  
e i the r t h r o u g h  sale or d e v e l o p m e n t  of the land use farm that 
w h i c h  the A c t  was i n t e n d e d  to e n c o u r a g e  and preserve" (47 CBJ 
332 (1973)).
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C r i t i c i s m s  and Issues

E x c e p t  for e n a c t m e n t  of the c o n v e y a n c e  tax in 1972, amend ments 
to P A  490 have b e e n  r e l a t i v e l y  minor. But, d e sp ite the lack of 
m a j o r  amendments, m a n y  u n s e t t l e d  issues have a risen in the a lmost 
20 y e a r s  since enactment. W h a t  follows is a s t a t ement of the 
m a j o r  issues s u r r o u n d i n g  P A  490, e s p e c i a l l y  the f o r e s t l a n d  p r o­
visions, w h i c h  m a y  be o f  i n t eres t to the E n v i r o n m e n t  C o m m i t t e e  in 
«.valuating p o t e n t i a l  c h anges to the law. These issues assume  
r e f i n e m e n t  of e x i s t i n g  law, and g e n e r a l l y  do not q u e s t i o n  the 
v a l i d i t y  of use v a l u e  t a x a t i o n  itself.

1. M a n a g e m e n t  Plan

P A  490 does no t r e q u i r e  forest land o w n e r s  to do a n y t h i n g  
w i t h  t h e i r  land. A s  long as it m e e t s  the t e c h n i c a l  r e q u i r e­
me n t s  of the act, l and m a y  r e c e i v e  a tax break. This d i ffers 
f r o m  farmla nd c l a s s i f i c a t i o n  w h e r e  an a s s e s s o r  m u s t  d e t e r m i n e  
w h e t h e r  or not the land q u a l i f i e s  b a s e d  o n  actual f a rming use, 
p r o d u c t i v i t y  and gross income. Thus, u n l i k e  farmla nd which, 
m u s t  be a c t u a l l y  farmed, forest land doer, not have to be 
a c t i v e l y  forested.

A l t h o u g h  it m a y  be m a i n t a i n e d  that  the p u b l i c  b e n e f i t s  f r o m  
the tax b r e a k  g i v e n  to forest l a n d o w n e r s  t h r o u g h  r e t e n t i o n  
of o p e n  land, it has b e e n  c l a i m e d  that the p u b l i c  b e nefit 
w o u l d  be m u c h  g r e a t e r  if such land was r e q u i r e d  to be managed, 
t h e r e b y  i n c r e a s i n g  the p r o d u c t i v i t y  o f  p r i v a t e l y - h e l d  forest 
land. It is p o s s i b l e  that the tax b e n e f i t  d i s c o u r a g e s  m a n a g e­
me n t  b e c a u s e  h i g h e r  taxes m i g h t  e n c o u r a g e  o wners to h a r v e s t  
t i m b e r  to make the land p a y  for itself. The r e q u i r e m e n t  of 
a m a n a g e m e n t  p l a n  and active m a n a g e m e n t  of d i f f e r e n t i a l l y  
a s s e s s e d  forest land is c ommon in o t h e r  states. M a s s a c h u s e t t s  
and N e w  York are a m o n g  the states w i t h  such a requirement.

2. Z oni ng a nd Town Plans of D e v e l o p m e n t

F o r e s t  a nd f a r m l a n d  a s s e s s e d  u n d e r  P A  490 n e e d  have no 
r e l a t i o n  to local z oning or a town p l a n  of development. If 
land m e e t s  the d e f i n i t i o n  of farm or forest land u n d e r  the 
law, an a s s e s s o r  has no c hoice b ut to assess it at use value. 
L a n d  w h i c h  is zoned i n d u s t r i a l  or commercial, or for w h i c h  
the t o w n  pla ns a m a j o r  p u b l i c  w o r k  or o t h e r  d e v e l o p m e n t  m a y  
be a s s e s s e d  at use value in the same m a n n e r  as land w h i c h  
is d e s i r e d  as p e r m a n e n t  o p e n  space. C r i tics have c o n t e n d e d  
t h a t  t o w n s  not o n l y  give up t axes for no r e a s o n  in these 
cases, but that land w h i c h  the t o w n  w i s h e s  d e v e l o p e d  m a y  
be d e v e l o p e d  less q u i c k l y  b e c a u s e  the owner's h o l d i n g  costs 
are reduced. One e x am ple is the J.C. P e n n e y  c o mplex a long 
1-86 in M a n c h e s t e r  w h e r e  b u s i n e s s  zoned land that the town 
w i s h e d  to have d e v e l o p e d  to b o l s t e r  its tax base was d i f f e r e n­
ti a l l y  a s s e s s e d  for years un til some of it w a s  i n c luded in 
the P e n n e y  development.
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3. Owner's D e v e l o p m e n t  Plan

P A  490 does not tak e into a c coun t a lando w n e r s  plan for 
h is property. A  l a n d o w n e r  w h o  r e q u e s t s  a zone change for 
p u r p o s e s  o f  development,  submi ts a plan for s u bdivisi on 
a p p r o v a l  or a d v e r t i s e s  his p r o p e r t y  as v a l uable c o m m e r c i a l  
or i n d u s t r i a l  land m a y  still r e a p  the b e n e f i t s  of lower 
a s s e s s m e n t s  d e s p i t e  clear intent to d e velo p his land.

4. S tate D e v e l o p m e n t  Plans

L a n d  is p l a c e d  u n d e r  PA 490 w i t h o u t  r e gard to the State 
C o n s e r v a t i o n  and D e v e l o p m e n t  Plan, h i g h w a y  p l a n n i n g  or any 
o t h e r  k i n d  of plan.

5. C o n v e y a n c e  Tax

T he lack of a p e n a l t y  w a s  c o n s i d e r e d  by m a n y  to be a m a j o r  
. d e f e c t  o f  P A  490 as p a s s e d  in 1963. W h i l e  the tax e n a c t e d  

in 1972 has b e e n  c o n s i d e r e d  helpful, it has been c r i t i c i z e d  
for b e i n g  too small to d i s c o u r a g e  d e v e l o p m e n t  b e caus e develo p e r s  
u s u a l l y  p l a n  m o r e  than ten y ears  in advance, and r ising 
real e s tate v a l u e s  m i n i m i z e  the a m ount of the disincentive.
The tax has also b e e n  f a ulted b e c a u s e  it bears no r e l a t i o n  
to the a m o u n t  of taxes forg one by the town to an individual  
o w n e r  or o n  a p a r t i c u l a r  pro perty. Furthermore, the tax m a y  
be i m p o s e d  u p o n  sale of land, eve n if the p r o p e r t y  rema ins 
in an a p p r o p r i a t e  use. S t r e n g t h e n i n g  of the convey a n c e  tax 
has b e e n  o p p o s e d  o n  the basis t h a t  a large nu mber of sales 
a nd c o n v e r s i o n s  w o u l d  be p r e c i p i t a t e d  p r i o r  to the e f f e c tive 
date of the aut.

6. O w n e r s h i p  of P A  490 Land

P A  490 d i s t i n g u i s h e s  b e t w e e n  types of land and does not 
a c c o u n t  for d i f f e r e n c e s  in o w n e r s h i p  o f  those lands. B e c a u s e  
l a n d  h e l d  for farm, f orest or o p e n  space p u r p o s e s  is b e l i e v e d  
to be a p u b l i c  benefit, the n a t u r e  of the owner is c o n s i d e r e d  
irrelevant. N e v e r t h e l e s s ,  there has b e e n  c r i t i c i s m  that 
w e a l t h y  landowners, large corporati ons, and known d e v e l o p e r s  
h o l d  large t r a c t s  of P A  490 land. In fact, some have c h a r g e d  
t h a t  the Act e n c o u r a g e s  d e v e l o p m e n t  by reducing a m a j o r  
cost in land s p e c u l a t i o n  t h r o u g h  low taxes w h i c h  allow 
d e v e l o p e r s  to h o l d  land l onger and reap i ncreasin g p r o p e r t y  
v a l u e s  w h i l e  p e r m i t t i n g  t h e m  to sell o f f  g r a d u a l l y  a n d  r e cei ve 
the i n c r e a s e d  v a l u e  which the p a r c e l s  sold e a r lie r w i l l  c ause 
t h o s e  sold later to have. A m o n g  large h o ld ers of fores t l a n d  
a s s e s s e d  at use value are F o r t u n e  500 c o r p o r a t i o n s  and r e a l t y  
and c o n s t r u c t i o n  companies.
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7. M i n i m u m  A c reage

Generall y, the law now r e q u i r e s  a m i n i m u m  of 25 acres of 
forest land in o r d e r  for a p a r c e l  to be d i f f e r e n t i a l l y  assessed. 
Some foresters m a i n t a i n  that p a rce ls o f  ten acres can be 
b e n e f i c i a l l y  m a n a g e d  as forest e s p e c i a l l y  in light of r ecent 
p r i c e  rises for w o o d  products. A l t h o u g h  states d iffer on 
this, M a s s a c h u s e t t s  is one w h i c h  r e q u i r e s  o n l y  ten acres.

8. E v a V ^ d v e  Data

The lack of any r e p o r t i n g  r e q u i r e m e n t  o n  acreag es (except 
in the case of forest land w h i c h  r e q u i r e s  a state c e r t i f i­
cate) , taxes abated, a s s e s s m e n t  v alues and land c o n v erted  
has m a d e  e v a l u a t i o n  of the act difficult. A m o n g  others, 
the L e g i s l a t i v e  P r o g r a m  R e v i e w  and I n v e s t i g a t i o n s  C o m m ittee 
has favored state agency c o o r d i n a t i o n  of data.

D K L : s r s
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FROM: O f f i c e  of L e g i s l a t i v e  R e s e a r c h
D a v i d  K e i t h  Leff, R e s e a r c h  A t t o r n e y

RE: F o r e s t  L a n d  T a x a t i o n  in s u r r o u n d i n g  States

You h a v e  a s k e d  for a d i s c u s s i o n  of features of forest land tax 
laws in n e a r b y  states that m a y  be r e l e v a n t  to p o t e nt ial r e v i­
sions o f  C o n n e c t i c u t ' s  law.

S U M M A R Y

Laws of the f ollo w i n g  states were examined: M a s s a c h u s e t t s
(Ann. L a w s  M a s s ., Chap. 61); N e w  J e r s e y  (N.J. Stat. A n n ., Sec. 
54:4-23 et. seq.), N e w  H a m p s h i r e  (N.H. Rev. Stat. A n n ., Chap.
7 9 - A ) , N e w  Y o r k  (N.Y. Real Prop. T ax L a w , Sec. 480a); P e n n s y l­
van i a  (PA. Stat. A n n ., Sec. 5 4 9 0 . 1 0 et. seq.); Rhode Island
(1980 P u b l i c  Laws, Ch. 252) and V e r m o n t  (VT. Stat. A n n .,
Chap. 124). T hese  statutes are c o n t r a s t e d  w i t h  each other and 
w i t h  C o n n e c t i c u t ' s  law in areas that m a y  be rel evant to r e v ision 
of C o n n e c t i c u t ' s  Act.

F o r e s t  land d e f i n i t i o n s  r anged from the v e r y  broad, to those that 
are s p e c i f i c  or technical. M i n i m u m  acre age r e q uire ments ranged 
f r o m  50 ir. N e w  York to five in N e w  Jersey. M a n a g e m e n t  of d iffe-
r e n t a l l y  a s s e s s e d  land is r e q u i r e d  in all but P e n n s y l v a n i a  and
C o nnecticu t. Unlxke Connecticut, a couple of states define w h a t  
c o n s t i t u t e s  a change in use of forest land. P e n a l t y  taxes include 
b o t h  c o n v e y a n c e  type taxes and r o l l b a c k  taxes. C o n n e c t i c u t  is 
u n i q u e  in a p p l y i n g  the tax w h e n  land is sold even if an a p p r o­
pri a t e  use is main tained. Two states impose h e avier taxes for 
p a r c e l s  t h a t  are subdivided. Two states abandon, use value as 
a p r e f e r e n t i a l  a s s e s s m e n t  m e t h o d  and use a u n i f o r m  percen t a g e  
of fair m a r k e t  value. M a s s a c h u s e t t s  has a unique p r o v i s i o n  
w h i c h  g i v e s  m u n i c i p a l i t i e s  a first refus al p urchase o p t i o n  before 
t he use of d i f f e r e n t i a l l y  a s s e s s e d  land can be changed.
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F ores t L a n d  D e f i n i t i o n

Under P A  490, the state forester is g i v e n  d i s c r e t i o n  to d e t e rmi ne 
w h e t h e r  the q u a n t i t y  of tree g r o w t h  and the spacing of crees is 
s u f f i c i e n t  to c o n s t i t u t e  forest land. N e w  Hampshire similarly 
r ests a go od deal of d i s c r e t i o n  w i t h  the state forester. P e n n s y l­
va n i a ' s  d e f i n i t i o n  is e x t r e m e l y  b r o a d  w i t h  forest land being 
that s t ocked  b y  fo rest t rees of any size and capable of p r o d uci ng 
t i m b e r  o r  o t h e r  w o o d  products.

Some sta tutes are m o r e  technical, like that of M a s s a c h u s e t t s  
w h i c h  r e q u i r e s  such land to be:

1) at least 16.7% s t o cked and c o n t a i n  at 
least 7.5 square feet of basal area per 
acre by forest trees o f  any size, or

2) forme r l y  have h a d  such tree cover and is
not c u r r e n t l y  d e v e l o p e d  for n o n f o r e s t  use,
or

3) be a p l a n t a t i o n  c o n t a i n i n g  at least 500 
t rees per acre.

Some statute s are spec ific w i t h o u t  b e i n g  technical. In N e w  York,
forest land is that w h i c h  is e x c l u s i v e l y  d e voted to and suitable
for fores t c r o p  p r o d u c t i o n  t h r o u g h  n a t u r a l  r e g e n e r a t i o n  or t h r o ugh 
r e f o r e s t a t i o n  and is s t oc ked w i t h  a stand of forest trees s u f f i­
cient to p r o d u c e  a m e r c h a n t a b l e  forest crop w i t h i n  30 ye ars of 
c e r t i fica tion.

T h r o u g h  definitio n, the land e l i g i b l e  for forest land c l a s s i f i­
cat i o n  can be regulated. N o t  all land sup por t i n g  t r e ^  need be 
g i v e n  a t a x  break.

M a n a g e m e n t  of F o r e s t  Land

C o n n e c t i c u t  does not r e q u i r e  that forest land r e c e i v i n g  p r e f e r e n­
tial a s s e s s m e n t  u n der P A  490 be m a n a g e d  or have a- m a n a g e m e n t  plan. 
Of the states surveyed, all b u t  P e n n s y l v a n i a  have some r e q u i r e­
men t  for m anageme nt.

In M a s s a c h u s e t t s ,  a forest m a n a g e m e n t  p l a n  is a compl e t e d  form 
p r o v i d e d  by the state fores ter and e x e c u t e d  by the o wner and the 
state w h i c h  e s t a b l i s h e s  a t e n - y e a r  p r o g r a m  of forest m a n a g e m e n t  
i n c l u d i n g  i n t e r m e d i a t e  and r e g e n e r a t i o n  cuttings. A n y  a p p l i c a­
tion to the local a s s e s s o r  for p r e f e r e n t i a l  a s s e s s m e n t  m u s t  be 
a c c o m p a n i e d  b y  a forest m a n a g e m e n t  plan. A  p r o p e r t y  must be 
r e m o v e d  from forest land c l a s s i f i c a t i o n  u n l e s s  there is a r e a p p l i­
cat i o n  e v e r y  ten years, i n c l u d i n g  an u p d a t e d  m a n a g e m e n t  plan.
The state forester m a y  r emove a p a r c e l  or p a r t  of a p arc el from
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c l a s s i f i c a t i o n  if the m a n a g e m e n t  p l a n  is not followed. He m a y  
also g r a n t  a p p l i c a t i o n s  i m p o s i n g  r e a s o n a b l e  t erms and conditions.

An o w n e r  o f  an eligible fores t land t r a c t  in N e w  Yo rk applies 
to the D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n  w h i c h  m u s t  
a p p r o v e  a m a n a g e m e n t  p l a n  for the t r a c t  in question. The plan 
must, by law, c o ntain r e q u i r e m e n t s  and s t a n d a r d s  d e e m e d  -necessary 
by the D e p a r t m e n t  for c o n t i n u i n g  p r o d u c t i o n  of m a r k e t a b l e  forest 
crops, i n c l u d i n g  stocking, c u t t i n g  and a c c e s s  requirements. To 
q u a l i f y  for r e d u c e d  assessments, the o w n e r  m u s t  c ommit the tract 
to forest crop p r o d u c t i o n  for t e n  y e a r s  u n d e r  the m a n a g e m e n t  
plan, a n d  a n n u a l l y  for the next s u c c e e d i n g  t e n  years. Therefore, 
in any year, the owner d e c i d e s  to p u l l  o u t  of the program, he is 
still- c o m m i t t e d  to nine m o r e  years o f  the m a n a g e m e n t  \*lan. A  
p a r c e l  m a y  be d i s q u a l i f i e d  if the m a n a g e m e n t  p l a n  is r. ot 
followed.

In V e r m ont, o n l y  m a n a g e d  forest land is e l i g i b l e  for p r e f e r e n t i a l  
assessm ent. M a n a g e d  forest land is t h a t  w h i c h  is a c t i v t l y  m a n a g e d  
for the p u r p o s e  of g r o w i n g  and h a r v e s t i n g  r e p e a t e d  fores': crops 
in a c c o r d a n c e  w i t h  a c c e p t e d  p ractic es. T h e r e  is a p r e s u m p t i o n  
t h a t  land is u n d e r  a ctive  f orest m a n a g e m e n t  if at least 50% is:

1) c e r t i f i e d  as a "tree farm" u n d e r  the 
A m e r i c a n  Tree F a r m  System;

2) is c e r t i f i e d  by the c o u n t y  forester
as c o n f o r m i n g  w i t h  a c c e p t e d  m a n a g e m e n t  
practices;

3) has been the s u bj ect o f  a f e deral cost- 
sharing forest i m p r o v e m e n t  program; or

4) c o n f o r m s  to state a g e n c y  criteria.

In o r d e r  to receive use v a l u e  assessment,  m a n a g e d  forest land 
m u s t  be s u b ject  to a r e c o r d e d  m a n a g e m e n t  plan, signed by the 
o w n e r  and a p p r o v e d  by the state e n v i r o n m e n t a l  agency, w h i c h  
p r o v i d e s  for c o n t i n u e d  f o rest cr op p r o d u c t i o n  for the next t e n  
years. A n  a nnua l r e n ewal r e q u i r e m e n t  s i m i l a r  to N e w  York's 
also exists. Furthermore, in o r d e r  to o b t a i n  a use value a s s e s s­
me n t  in any g i v e n  year, the l a n d o w n e r  m u s t  file an annual r e p o r t  
of c o n f o r m a n c e  w i t h  the m a n a g e m e n t  p l a n  s i g n e d  by the o w n e r  and 
a p p r o v e d  b y  the state e n v i r o n m e n t a l  agency.

By definition, forest land q u a l i f y i n g  for d i f f e r e n t i a l  a s s e s s m e n t  
in Rhode I s l a n d  m u s t  be subje ct to a m a n a g e m e n t  plan. A n  
a p p l i c a t i o n  to the state e n v i r o n m e n t a l  a g e n c y  for d e s i g n a t i o n  of 
a p a r c e l  as forest land m u s t  includ e a w r i t t e n  f o re st m a n a g e m e n t  
p l a n  p r e p a r e d  by a p r o f e s s i o n a l l y  q u a l i f i e d  f o r ester in c o n s u l t a­
tion w i t h  the landowner. The p l a n  m u s t  i n clude r e c o m m e n d e d
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m a n a g e m e n t  practices.  Furthermore, once c l a s s i f i c a t i o n  is o b t a i n e d  
the p r o p e r t y  o w n e r  m u s t  submit an an nual c e r t i f i c a t e  c o n f i r m i n g  
that t h e  land is still m a n a g e d  as forest land. A  state f o r ester 
m a y  e x a m i n e  the land d u r i n g  the c l a s s i f i c a i t o n  p e r i o d  and m a y  
d i s q u a l i f y  it from use v a l u e  a s s e s s m e n t  if the plan is not b e i n g  
followed.

N e w  J e r s e y ' s  use v a l u e  a s s e s s m e n t  law w a s  o r i g i n a l l y  enacted 
to deal w i t h  farmland, a n d  a s s e ssors i n c l u d e d  w o o d l a n d  o n l y  w h e n  
p a r t  of a f a r m  unit. 0 Tie of the r e a s o n s  it is d i f f icult to 
q u a l i f y  f orest t r act s xs that the law has an income r e q u i r e m e n t  
to i n s u r e  l a n d  r e c e i v i n g  a tax b r e a k  is a c t i v e l y  d e v o t e d  to its 
s t a t e d  use. However, G oer ge L o r b e c k  o f  the N e w  J e r s e y  D i v i s i o n
of T a x a tion,  states t h a t  his office has a d v i s e d  local assessors
t h a t  w o o d l a n d  can be i n c l u d e d  so long as there  is a forest m a n a g e­
m e n t  p l a n  for the tract w h i c h  can p r o j e c t  a p p r o p r i a t e  income over
a r e a s o n a b l e  time.

T h e  k e y  e l e m e n t s  in m o ^ t  of these statute s is that, t h e y  require 
a m a n a g e m e n t  p l a n  p r e p a r e d  by a p r o f e s s i o n a l  forester, a l l o w
r e v o c a t i o n  o f  t h e  t a x  b e n e f i t  if the p l a n  is no t followed,
and r e q u i r e  an a nnual statem ent or r e p o r t  that  the owner is in 
fact f o l l o w i n g  the plan.- Furthermore, M a s s a c h u s e t t s ,  V e r m o n t  
a nd N e w  Y o r k  r e q u i r e  the p l a n  look at least ten yea rs into the 
future, w i t h  V e r m o n t  and N e w  York r e q u i r i n g  a n n ually that the
l a n d  w i l l  be m a n a g e d  for the s u c c e e d i n g  ten years.

C o n t r a c t u a l  A r r a n g e m e n t s

W i t h  the p a s s a g e  of C a l i f o r n i a ' s  W i l l i a m s o n  Act in 1965, the c o n­
cept. of c o v e n a n t s  b e t w e e n  l andowners and the g overnment to m a i n­
ta i n  land in an u n d e v e l o p e d  state for f a r m  or forest p u r p o s e s  
in e x c h a n g e  for r e d u c e d  p r o p e r t y  a s s e s s m e n t s  g a ined w i d e s p r e a d  
r e c o g n i t i o n .  In the northeast, P e n n s y l v a n i a  has had such a 
l a w  a l m o s t  as long, e v e n  t h o u g h  it also has a use value a s s e s s­
m e n t  law s i m i l a r  to C o n n e c t i c u t ' s  that w a s  p a s s e d  in 1974. A l­
tho u g h  the p e n a l t y  for leaving the use v a l u e  a ssessment  p r o g r a m  
c o u l d  be h i g h e r  in some instances, u n l i k e  P e n n s y l v a n i a ' s  c o n t r a c­
tual program,  the p r o p e r t y  nee d not be p l a n n e d  for open space 
use and no b i n d i n g  a g r e e m e n t  need be made.

S i n c e  a s t r i c t  c o n v e n a n t i n g  p r o c e d u r e  w o u l d  be a m a r k e d  d e p a r t u r e  
f r o m  the w a y  in w h i c h  P A  490 has o p e r a t e d  it is not d i s c u s s e d  
f u l l y  here. However, the states of V e r m o n t  and N e w  Y o r k  have 
u t i l i z e d  c o n t r a c t  m e t h o d o l o g y  in t h e i r  forest land a s s e s s m e n t  
laws in a m a n n e r  w h i c h  is r e l ev ant to C o n n e c t i c u t ' s  legislation.
In o r d e r  to q u a l i f y  for lower asse ssments, forest land o w n ers 
in N e w  Y o r k  m u s t  c ommit their tract "to c o n t i n u e d  forest crop 
p r o d u c t i o n "  for the n e x t  t e n  years u n d e r  an a p p r o v e d  m a n a g e m e n t  
plan. In addition, the c o m m i t m e n t  m u s t  be r e n e w e d  a n n u a l l y  for 
t he n e x t  s u c c e e d i n g  t e n  years. F a ilure of the owner to m a k e  
an a n n u a l  c o m m i t m e n t  r e s u l t s  in t e r m i n a t i o n  of forest land tax
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benefits, a l t h o u g h  it d o e s n ' t  c o n s t i t u t e  a c o n v e r s i o n  o f  the 
p r o p e r t y  for w h i c h  a p e n a l t y  tax is due. H owever, the o wner is 
still c o m m i t t e d  to the m a n a g e m e n t  p l a n  for the next nine years 
and d e v e l o p m e n t  o f  the p r o p e r t y  d u r i n g  this p e r i o d  would 
subject  t h e  o w n e r  to the p e n a l t y  tax. V e r m o n t ' s  law is similar.

If a goal of P A  4i'0 and similar tax p r o g r a m s  is to m a i n t a i n  
land in an u n d e v e l o p e d  condition, this c o n t r a c t  a p p r o a c h  has 
s e ver al a dvantage s. It r e q u i r e s  t hose w h o  w i s h  to d e vel op 
such land to p l a n  y e a r s  in a d v a n c e  f r o m  the time they decide 
u p o n  devel o p m e n t .  It pu ts the p u b l i c  and local o f f i c i a l s  on 
n o t i c e  t h a t  d e v e l o p m e n t  is l ikely for the p r o p e r t y  thus bu ying 
time for a l t e r n a t i v e  p r e s e r v a t i o n  a p p r o a c h e s  if desired. It 
d i s c o u r a g e s  d e v e l o p m e n t  o y  i m p o s i n g  ad v a l o r u m  taxes for nine 
y e a r s  b e f o r e  development, can take p l a c e  w i t h o u t  penalty.

M a s s a c h u s e t t s  also has a t e n  year m a n a g e m e n t  p l a n  requi r e m e n t  
a l t h o u g h  t h e  t e n  y e a r s  is n o t  r e a f f i r m e d  yearly. C o m p l e t i o n  
of the t e n  y e a r  p l a n  is e n c o u r a g e d  b y  a r e d u c e d  p e n a l t y  tax 
if the land is converted.

M i n i m u m  A c r e a g e

In o r d e r  to r e c e i v e  use v a l u e  a s s e s s m e n t  u n d e r  Con nec t i c u t ' s  PA 
490, a f o r e s t  land trac t m u s t  be at least 25 acres. M o s t  other 
states a l s o  impose m i n i m u m  acre r e q u i r e m e n t s .  Of those surveyed, 
N e w  Y o r k  h a d  the h i g h e s t  r e q u i r e m e n t  w i t h  50 acres. Vermont, 
like C o n n e c t i c u t  has a 25 acre minimum. M a s s a c h u s e t t s ,  P e n n s y l­
v a n i a  and  R h o d e  Island r e q u i r e  at l east t e n  acres, and N e w  
J e r s e y  five. N e w  H a m p s h i r e  does not  s p e c i f y  any m i n i m u m  acreage 
b y  statute, but gives a state a gency power to e s t a b l i s h  acreage 
r e q u i r e m e n t s .

W h a t  C o n s t i t u t e s  C hange in Use

The c h a n g e  in use of P A  490 land w i t h i n  t e n  y e a r s  of a c q u i s i t i o n  
of t xtle  s u b jects the o w n e r  to the c o n v e y a n c e  tax. However, 
t h e r e  is no d e f i n i t i o n  o f  c h a n g e  in use. In Vermont, d e v e l o p­
ment. w h i c h  c o n s t i t u t e s  a c h a n g e  in use i n c l u d e s  the c o n s t r u c t i o n  
of any  b u i l d i n g ,  road or o t h e r  structure, or any mining, e x c a v a­
tio n  or l a n d f i l l  activity. D e v e l o p m e n t  also m e a n s  the s u b d i v i­
sion of a p a n e l  of land into two or m o r e  parcels, r e g a r d l e s s  of 
w h e t h e r  a c h a n g e  in use a c t u a l l y  occurs, w h e r e  one or more of 
the r e s u l t i n g  p a r c e l s  c o n t a i n s  less t h a n  25 acres. However, 
d e v e l o p m e n t  does not incl ude the c onstr u c t i o n ,  reconstruction, 
s t r u c t u r a l  alteration, r e l o c a t i o n  or e n l a r g e m e n t  of any building, 
r o a d  or o t h e r  s tructure for farming, l o g g i n g  or forestry purposes.

In N e w  H amp shire, land use is c o n s i d e r e d  changed, and the p e n a l t y  
t a x  payable, w h e n  actual c o n s t r u c t i o n  b e g i n s  o n  the site c a using
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p h y s i c a l  c h a n g e s  in the earth, such as b u i l d i n g  a road or 
i n s t a l l a t i o n  o f  sewer, water, e l e c t r i c a l  or other utilities 
to serve e x i s t i n g  or p l a n n e d  r e s i d e n t i a l  commercial, industrial, 
or i n s t i t u t i o n a l  buildings. In addition, e x c a v a t i o n  or g r adi ng 
o f  the site for p r e s e n t  or future c o n s t r u c t i o n  of buildings, or 
"any o t h e r  act c o n s i s t e n t  w i t h  the c o n s t r u c t i o n  of b u i l dings on 
the site" c o n s t i t u t e s  a c h ange in use. E x c a v a t i o n  of gravel, 
m i n e r a l s  o r  t o p s o i l  also is a c hange in use. Simila r to Vermont, 
r oads or b u i l d i n g s  for agricultural, recreational, w a t e r s h e d  
or f o r e s t r y  p u r p o s e s  are exempt.

The p r i m a r y  d i f f e r e n c e  b e t w e e n  the two laws is that N e w  Ham pshire 
r e q u i r e s  a c t u a l  constru ction, w h i l e  in V e r m o n t  m e r e  subdivis ion 
of the land  m a y  c o n s t i t u t e  a use change. The V e r m o n t  law attempts 
to r e m o v e  the t a x  b e n e f i t  as soon as intent to d e velop is 
o b j e c t i v e l y  m a n i f e s t e d  t h r o u g h  the o wners a t t a i n m e n t  of subdivision 
approval.

P e n a l t y  T a x e s

A  c o m m o n  a t t r i b u t e  o f  p r e f e r e n t i a l  a s s e s s m e n t  laws is a p e n alty  
t a x  w h i c h  is i m p o s e d  w h e n  the use of q u a l i f i e d  land changes.
N o t  all t h e s e  laws have such p r ovisio ns, and a l t h ough P A  490 
was e n a c t e d  in 1963, the c o n v e y a n c e  tax was not on the books 
u n t i l  1972. T h e s e  t a x e s  g e n e r a l l y  fall into two categories:

1) land use ch ange taxes w h i c h  are based 
o n  a p e r c e n t a g e  of the p r o p e r t y ' s  
fair m a r k e t  v a l u e  at the time its use 
w a s  changed; and

2) r o l l - b a c k  t a x e s  w h i c h  a t tempt to r e cover 
some of the p r o p e r t y  taxes forgone during 
a p o r t i o n  of the time w h i c h  the land 
r e c e i v e d  p r e f e r e n t i a l  assessment.

C o n n e c t i c u t  has a v a r i a t i o n  on a land use change t ax which is 
u n u s u a l  in th at it is t r i g g e r e d  not o n l y  by a change in use, but 
by sale o f  the p r o p e r t y  w h e t h e r  or not the use is changed. The 
tax lasts for ten years  b e g i n n i n g  at 10% o f  the pr oper t y ' s  fair 
m a r k e t  v a l u e  and d e c l i n i n g  to 1% until, after the t enth year, 
t here is no tax at all. Rhode Island has a s imilarly d e c l i n i n g  
p e n a l t y  t a x  w h i c h  a t t a c h e s  to c h an ges in use. The Rhode Island 
t a x  lasts 15 y e a r s  w i t h  a 10% tax in the first six years.
B e g i n n i n g  in the s e v e n t h  year, the tax declines one per cent 
u n t i l  t h e r e  is no tax b e y o n d  15 y e a r s  from its time of c l a s s i f i c a­
tion. H owever, w i t h  r e s p e c t  solely to farmla nd on w h i c h  the o wner 
has h e l d  t i t l e  and has farmed for five y e a r s  prior to c l a s s i f i c a­
tion, the tax b e gi ns at 10% and d e c l i n e s  a p e r c e n t a g e  point each 
y e a r  u n t i l  no tax is due b e y o n d  the tenth year. No tax is
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i m p o s e d  for m e r e  c hang e of o w n e r s h i p  p r o v i d e d  the land r e m ai ns 
classifi ed. However, c o m p u t a t i o n  of the p e r i o d  the land has 
b e e n  c l a s s i f i e d  for the p u r p o s e s  of the p e n a l t y  tax begins anew 
w h e n  o w n e r s h i p  has c h a n g e d  e x c e p t  for i n h e r i t a n c e  o r  interf a m i l y  
transfer s. V e r m o n t  and New H a m p s h i r e  h a v e  a flat 10% land use 
change  tax a p p l i e d  to the full fair m a r k e t  v a l u e  of the p r o p e r t y  
at the time its use is changed.

Of the states surveyed, P e n n s y l v a n i a  and N e w  J e r s e y  are s t r ictly 
r o l l b a c k  taxes, and M a s s a c h u s e t t s  and N e w  Y o r k  have some v a r i a­
tions. P e n n s y l v a n i a ' s  t a x  is equal  to the d i f f e r e n c e  b e t w e e n  
the t axes a c t u a l l y  p a i d  u n d e r  p r e f e r e n t i a l  assessment, and the 
t a x e s  w h i c h  w o u l d  have b e e n  p a i d  at fair m a r k e t  value in the 
y e a r  of c h a n g e  of use a n d  the six years p r i o r  plus 6% interest. 
However, P e n n s y l v a n i a  also has a p e n a l t y  p r o v i s i o n  to d iscourag e 
subdivision. A n  o w n e r  is l i mited to s u b d i v i d i n g  not more than 
t wo acres y e a r l y  and up to a total  of ten acres or 10% w h i c h e v e r  
is l esser a n d  p a y  a p e n a l t y  tax o n l y  o n  the d i v i d e d  portion.
A n y  a d d i t i o n a l  s u b d i v i s i o n  w o u l d  r e q u i r e  p a y m e n t  of the p e n a l t y  
t a x  o n  the e n t i r e  p r o p e r t y  u n less all the p a r c e l s  q u a l i f i e d  
for d i f f e r e n t i a l  a s s e s s m e n t  individually. S u b d i v i d e d  p a r cels 
c o u l d  be u s e d  o n l y  for farm, forest o r  r e s i d e n t i a l  use d uring 
the p e r i o d  the o r i g i n a l  p a r c e l  w a s  r e c e i v i n g  use v alue assessment. 
In N e w  Jersey, the r o l l b a c k  is c o m p u t e d  o n  the basis of a total 
of  t hree years.

M a s s a c h u s e t t s  r e q u i r e s  forest l a n d  to be r e c e r t i f i e d  every ten 
years. W h e n  land is w i t h d r a w n  fro m c l a s s i f i c a t i o n ,  a p e n a l t y  
t a x  is i m p o s e d  equa l to the a m o u n t  of t a x e s  forgone had the 
la n d  b e e n  a s s e s s e d  at fair m a r k e t  v a l u e  since the last c e r t i f i­
cat i o n  or f r o m  the p r e c e d i n g  five years, w h i c h e v e r  is longer. 
In t e r e s t  is also charged. If w i t h d r a w a l  o c c u r s  at the end of 
a c e r t i f i c a t i o n  period, c re dit is g iven for any taxes paid  d u r i n g  
t h a t  period. This  law thus has a m a x i m u m  r o l l b a c k  o f  ten years, 
a n d  an i n c e n t i v e  for c o m p l e t i n g  a d e c a d e  of forest management.

N e w  Y o r k  has two a l t e r n a t i v e  p e n a l t y  taxes, w i t h  the greater 
a p p l i c a b l e  in any g i v e n  situation. The p e n a l t y  may be two 
t i m e s  the taxes w h i c h  w o u l d  have b e e n  levied o n  the p r e c e d i n g  
a s s e s s m e n t  roll. In the alternative, the t axes m a y  be two and 
o n e - h a l f  t i m e s  the a m o u n t  of taxes th at w o u l d  have b e e n  levied 
on the e x e m p t  p o r t i o n  of the p r o p e r t y ' s  v a l u e  for up to ten 
years. Six p e r c e n t  c o m p o u n d e d  i n t e rest is also charged.
U nique to the N e w  Y o r k  l a w  is a p r o v i s i o n  w h i c h  d o ubles the 
ap p l i c a b l e  tax w h e n  a p p l i e d  to o n l y  a p o r t i o n  o f  an eligi ble 
t r a c t  (ie. a s u b d i v i d e d  p a r c e l ) .

F i r s t  R e f u s a l  O p t i o n

A  u n i q u e  p r o v i s i o n  in the M a s s a c h u s e t t s  l a w  r e q u i r e s  that d i f f e­
re n t i a l l y  a s s e s s e d  forest land not be sold for, or c o n v e r t e d  to,
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residen tial, industria l or c o m m e r c i a l  use u n l e s s  the m u n i c i p a l i t y  
in w h i c h  the land is located has b e e n  notified. F o r  a p e r i o d  o f  
60 days f o l l o w i n g  notificati on, the m u n i c i p a l i t y  has, in the 
case of an i n t e n d e d  sale, a first r e f u s a l  option, or in the case 
of an i n t e n d e d  c o n v e r s i o n  n o t  i n v o l v i n g  sale, an o p t i o n  to 
p u r c h a s e  the land at fair m a r k e t  value d e t e r m i n e d  by an impart ial 
appraisal. No sale or c o n v e r s i o n  o f  the land m a y  be c onsum a t e d  
u n l e s s  e i t h e r  the o p t i o n  p e r i o d  e x pires or the landowner has b e e n  
n o t i f i e d  that the o p t i o n  v i l l  not be exercised.

Y i e l d  T a x e s

N e w  Y o r k  and M a s s a c h u s e t t s  impose a tax c a l l e d  a y i e l d  tax on 
f o res t p r o d u c t s  h a r v e s t e d  from c e r t i f i e d  forest land. In M a s s a­
chusetts, the tax is 8% o f  stum page value. The tax must be 
p a i d  w h e t h e r  c u t t i n g  is for p e r s o n a l  or c o m m e r c i a l  purposes.
N e w  Y o r k ' s  y i e l d  tax is 6% o f  stumpage value. However, an o wner
m a y  m a k e  i n t e r m e d i a t e  n o n c o m m e r c i a l  cuttings p r e s c r i b e d  by
the m a n a g e m e n t  plan or a n n u a l l y  cut five cords for his own 
use free o f  the tax.

A l t h o u g h  a t a x  on c u t t ing m a y  be t h o u g h t  to d i s c o u r a g e  h a r v e s t­
ing, the fact that b o t h  these states r e q u i r e  m a n a g e m e n t  plans
w h i c h  m a y  call for a c e r tain amount of c u t t i n g  p r o b a b l y  m i n i m i z e s  
any disince ntive. Under d i f f e r e n t i a l  a s s e s s m e n t  laws, forest 
lands are g e n e r a l l y  ass es s e d  on an equal basis. A  y ield tax m a y  
be an a t t e m p t  at tax e q uity b y  r e l a t i n g  the taxes  imposed to soil 
p r o ductivi ty.

M e t h o d  of A s s e s s m e n t

U nder P A  490, farm, forest and o p e n  space land is asses sed b a s e d  
u p o n  its c u r r e n t  use w i t h o u t  r e g a r d  to n e i g h b o r h o o d  uses of a
m o r e  i n t e n s i v e  nature. This is w h a t  is m e a n t  by use value
a s s e s s m e n t  and it is used  by m o s t  state s w h i c h  d i f f e r e n t i a l l y  
a ssess f o r e s t  land. However,, it is not the o n l y  w a y  to assess
such lands. A  C o n n e c t i c u t  statute that w a s  a p r e c u r s o r  to
P A  490 froze forest land a s s e s s m e n t s  for a p e r i o d  of time and 
l i m ited the a p p l i c a b l e  m i l l  rate.

M a s s a c h u s e t t s '  d i f f e r e n t i a l  a s s e s s m e n t  law b ases p r o p e r t y  t axes 
on 5% of the fair m a r k e t  value of the local rate applicable 
to c o m m e r c i a l  property, but no less than $10 per acre. In 
■New York, forest land a s s e s s m e n t s  are e x e m p t  b a s e d  o n  the lesser 
of 80% o f  a s s e s s e d  value or a f o r m u l a  w h i c h  takes into account 
a state e q u a l i z a t i o n  rate.
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Report of the

House Finance Subcommittee

On Land U se Taxation

To

The G overnor and the G eneral A ssem bly of V irginia

Richm ond, V irginia

D ecem ber, 1978

To: Honorable John N. Dalton, G overnor of Virginia 

and

Th e  General Assem bly o f Virginia

I. IN T R O D U C T IO N  A N D  B A C K G R O U N D

In 1971, the Virginia General Assem bly enacted legislation perm itting localities to adopt a 
program of special assessments for agricultural, horticultural, forest and open space lands. T h e  
purpose of the program was:

T o  encourage the preservation and proper use of such  real estate in order to assure a readily 
available source  of agricultural, horticultural and forest products and of open spaces within the 
reach of concentrations of population,

T o  conserve natural resources in form s which will prevent erosion and to pro tect adequate and 
safe water supplies,

T o  preserve s cen ic  natural beauty and open spaces,

T o  prom ote land-use planning and the orderly developm ent o f real estate for the accom m odation 
of an expanding population, and

T o  prom ote a balanced econom y and ameliorate pressures w hich  force  conversion of such real 
estate to m ore intensive uses and w hich  are attributable in part to the assessment of such real 
estate at values incom patible with its use and preservation for agricultural, horticultural, forest or 
open space purposes.

A  rapidly growing population and a reduction in the quantity and quality of real estate devoted 
to agricultural, horticultural, forest and open space use, and the benefits that a ccru e  to the 
Com m onwealth from  such land have caused the Com m onw ealth to adopt certain  programs w hich 
will hopefully tend to preserve these types of land. T h e  land use assessment program  is one such 
program and its goal, as previously mentioned, is to assist and to aid the preservation of such  real 
estate. Although there are reasons that have contributed to the reduction in these lands, the rapidly 
escalating real property tax has been one of the m ajor factors. Th e  intent of the land use 
assessment law was to provide for the classification, and perm it the assessment and taxation, of such 
real estate in a m anner that will prom ote the preservation of the above type of land for the public 
benefit. T h e  a ccep tance  and usefulness of land use is demonstrated by the large num ber of localities 
w hich have adopted land use.
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Last year, the House F inan ce  Com m ittee heard considerable testim ony concerning  possible 
abuses of the present law as well as problem s in the administration of land use taxation. T o  further 
investigate these areas, the Cha irm an of the House F in a n ce  Com m ittee appointed a subcom m ittee to 
examine Virginia’s Land  Use Assessment law and to determ ine if there are sufficient abuses of the 
present law to necessitate m odification of its provisions. M oreover, the subcom m ittee was to 
recom m end changes in other areas, w hich  would im prove the administration o f the land use law.

Th e  subcom m ittee has rece ived  testimony and inform ation concern ing  individual landowners who 
have rece ived  land use tax benefits for land w hich was never properly devoted to agricultural, 
horticultural, forest, and open space or was heM in the above uses in anticipation of a change in 
use. Most of these instances have involved individuals or owners who hold land for speculative 
purposes, especia lly  in the fringes o f rapidly urbanizing areas, particularly Tidew ater and Northern 
Virginia. Th ese  speculators re ce ive  tax preferences even when the five year roll back and 6 percent 
interest rate is applied.

Th e  subcom m ittee has also heard testim ony regarding the propriety of granting land use taxes to 
10 a cre  farm ettes w hich  qualify for land use but actually constitute a residence rather than a 
farm ing operation.

In order to corroborate the extent of abuses, the subcom m ittee has heard testimony from  a 
num ber of m em bers o f S L E A C ,  including W. H. Forst, State Tax  Com m issioner; S. Mason Carbaugh, 
Secretary of Agriculture; C. M. Pennock, Departm ent of Conservation and E co n o m ic  Developm ent; 
Rob R. B lackm ore, Com m ission on Outdoor Recreation; and Dr. J, Paxton Marshall, VPI &  SU. All 
of the individuals agreed that there were abuses in land use. However, the question rem ained as to 
what types, of changes w ere necessary to elim inate the abuses.

T o  further com prehend  the sp ecific  problem s and co ncerns o f individuals the subcom m itee held 
a public hearing in Leesburg  w here an unusually large turnout demonstrated the need for the land 
use program  in Virginia. T h e  individuals who appeared addressed a num ber of the alternatives the 
subcom m ittee was considering.

II. P O S S IB L E  A L T E R N A T I V E S

T o  elim inate these abuses, the subcom m ittee has considered a num ber of alternatives:

1. Increase the present 5 year roll back period to provide aa greater penalty on real estate 
w hich has changed use.

An increase in the roll back would provide greater penalties for those that change use and 
therefore impose a greater penalty on speculators. Although this alternative wouh! impose a greater 
penalty, the subcom m ittee notes that this will not elim inate speculators from  receiving land use 
taxation treatment. T h e  subcom m ittee has examined the roll back periods in other states and it 
appears that Virginia already has one of the longer roll back periods. (Th e re  are a few states that 
have 10 year roll back periods for sp e cific  types of land).

2. Increase the m in im um  acreage w hich  is necessary to qualify for land use.

T h e  subcom m ittee has rece ived  testimony regarding the m inim um  acreage that should be 
required for application to land use. T h e  subcom m ittee has also heard testimony concerning  
primarily residential parcels of land of 5-10 acres w hich are also used for growing agricultural 
products. Although thic land qualifies for land use, the subcom m ittee questions whether it should. 
However, the subcom m ittee does acknowledge that there are som e viable farm  operations w hich 
operate on 5 acres of land, particularly poultry operations.

An additional problem  with a set lim it of 5 acres is that this criteria  must be applied throughout 
the diverse localities o f the Com m onwealth. F o r  example, while a 5 a cre  farm  may be viable in 
Augusta, does it constitute a viable farm  in Dinwiddie?

3. Require the owner, as a condition for land use taxation, to sign a con tra ct with the local 
government to keep the land in a particular use for a specified  tim e period (i.e., ten years).

T h e  subcom m ittee notes that a lim ited num ber of other states have adooted this approach. Th e
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adoption of this alternative would keep land in its intended use. T h e  subcom m ittee believes that this 
requirem ent, however, would lead to unnecessary conditions on the land owner and would not solve 
the problem  of abuse. Th a t is, land w hich qualifies for land use but should not. T h e  subcom m ittee
believes its recom m endations should m ove in the direction of elim inating abuses, but not
com plicating the provisions of land use.

4. Require that land taxed on the basis o f use must produce a certain  amount of incom e or that
the owner o f the land m ust derive a certain percentage of his in com e from  u  ' land.

Although this alternative appears to have m erit at first glance, the subcom m ittee can  foresee 
num erous problems. Th e  incom e amount or percentage would by necessity be arbitrary, while at the 
same time a figure that m ay be appropriate for one area may be unrealistic in another. M oreover, 
a speculator who holds land for developm ent could “rent” lard  to another party to grow agricultural 
crops, for example, and in this way m eet the in com e requirem ent but still hold the land for 
developm ent. T h e  subcom m ittee feels this approach is im practical fo r Virginia at the present time.

5. Require a residency requirem ent for owners of land qualifying for land use.

Adoption of this type o f legislation would lim it land use taxation only to land that is the ow ner’s 
p lace of residence (also ow ner’s spouse, sibling, or parents). Th is  approach would not only elim inate 
the m ajority o f abuses but would also elim inate many other parcels of land w hich  otherwise would 
qualify. T h e  subcom m ittee believes that this approach is too restrictive. M oreover, the subcom m ittee 
believes that land use eligibility should be judged by the actual use of the land rather than the 
ownership.

6. Stiffen standards for classification of land.

T h e  standards foi classification of real estate devoted to forest use, open space use, and 
agricultural and horticultural use are established by the Departm ent of Conservation and E co n o m ic  
Developm ent, Comm ission of Outdoor Recreation, and Departm ent of Agricu lture and Consum er 
Services, respectively. Th ese  standards are then used to determ ine if the land in question falls into 
such  qualifying use.

T h e  subcom m ittee has examined, as one alternative, the strengthening o f these standards, 
particularly the standards for forest use. T h e  subcom m ittee has heard considerable testimony that 
the standards for forest use need to be tightened. T h e  subcom m itee applauds the Departm ent of 
Conservation and E co n o m ic  Developm ent for formulating and proposing m ore meaningful standards 
for forest use land. T h e  subcom m ittee strongly endorses the new standards. (P lease see Appendix C  
for copy of old standards and new.)

7. Increase the present six percent interest rate that is applied to such roll back taxes.

Th e  6% interest rate is applied to all roll back taxes so that the locality does not, in fact, grant 
a locally subsidized loan to the owner of the land w hich has changed use. T h e  subcom m ittee has 
heard considerable support for an increase in this interest rate because it is sim ply too low. It is 
substantially below the interest penalties w hich are applied to other taxes. M oreover, the present 
rate is clearly out of line with other interest rates in the m oney market.

T h e  subcom m ittee recom m ends that the interest rate be increased to a m ore realistic figure. 
T h e  subcom m ittee notes that present law generally provides for up to a 8% interest rate on 
delinquent property taxes (§ 58-847) and recom m ends that the interest rate applicable to roll back 
taxes be the sam e interest rate that the locality charges for other delinquent taxes. (P lease see 
Appendix A  for suggested legislation.)

8. Provide that a petition by an owner or his agent for a change in zoning would be deem ed to 
be a change in use for purposes of land use taxation.

T h e  subcom m ittee has been concerned  about situations w here an owner of a parcel of land, 
presently under land use, petitions for a change in zoning. Th is  petition for a change in zoning 
appears to clearly  signal the intention for a change in use. T h e  subcom m ittee has heard interest and 
support for this type of legislation in its public hearing as well as from  Secretary Carbaugh and Mr. 
Blackm ore. T h e  subcom m ittee has also heard testimony against this recom m endation. A fter
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considering both sides, the subcom m ittee believes that this type o f legislation would only solve a 
portion of the problem  at best. T h e  subcom m ittee does not recom m end  the adoption of this type of 
legislation at the present time.

9. Provide m ore flexibility in the land use legislation to a ccoun t for local variations.

Th e  subcom m ittee has been con cerned  with the application of one set o f standards to determ ine 
if a particu lar p iece  of land qualifies for a use tax category, given the d ifferences among Virginia 
localities. Th e  subcom m ittee notes that the Constitution requires the General Assem bly to classify 
and define the classes of property. F o r  example, at the present tim e for agricultural land, five a cre  
m inim um  acreage requirem ent applies to the entire Com m onwealth. It appears reasonable that this 
num ber m ay be co rre ct in certain  instances anJ in co rre ct in others.

The subcom m ittee’s counsel is of the opinion that perhaps a system could be fashioned that 
would allow the General Assem bly to define and classify the categories of land, yet allow som e 
flexibility to re fle ct the diversity of farming operations throughout the Com m onwealth.

One of the problem s the subcom m ittee encountered during its study was that the definition o f a 
working farm  varies by region. Although this area of study was not within^ the scope of the 
subcom m ittee, the issue was considered. T h e  subcom m ittee believes that there is m erit in a lim ited 
amount of local flexibility and suggests that an appropriate com m ittee study this area.

Another area that was studied, but not in the original purview  of the subcom m ittee was the 
question of linking the land use tax program  to the goal o f preserving farm  land. T h e  subcom m ittee 
acknowledges the fa ct that the land use program, in. and of itself, cannot preserve farm  land, but is 
only one part o f such  a program. Th e  preservation of farm  land question should be addresed by the 
appropriate com m ittee. Th is  subcom m ittee has concentrated  on tax policy questions.

III. A D M IN IS T R A T IV E  M O D IF ICA T IO N S

Th e  subcom m ittee has also examined the administrative procedures of the land use assessment 
law. T h e  subcom m ittee has been concerned  with ensuring that the requirem ents for application be 
as simple as possible and not cause an undue burden on the property owner. One recom m endation 
of the subcom m ittee is to m odify the requirem ent for an application w henever the use of acreage of 
land previously approved changes to exclude a change in acreage w hich  o ccu rs  solely as a result o f 
a conveyance necessitated by governmental action or condem nation of a portion of any land 
previously approved for land use taxation. (See Appendix B for the suggested legislation.)

T h e  subcom m ittee has also examined the reapplication procedures for land use. T h e  
subcom m ittee suggests, to ease the adm inistrative burden on land owners, a reapplication form  be 
included with, or as part of, the tax ticket (no tice ) that is sent annually to the owner. Th is  would 
elim inate the land ow ner having to make a separate reapplication in those localities w hich require 
an annual reapplication.

Th e  subcom m ittee suggests that the attached legislation (see Appendix A  and B ) be introduced in 
the 1979 Session o f the General Assem bly to im plem ent these recomm endations.

Respectfu lly  submitted,

David G. Brick ley, Chairm an *1 

Lew is W. Parker, Jr.

W arren G. Stambaugh 

George P. Beard, Jr.

*1 Please note supplem ental concurring  statement.
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I c o m m e n d  t h e  L a n d  U s e  S u b c o m m i t t e e  m e m b e r s  f o r  t h e i r  

e x c e l l e n t  wo:.:, s u p p o r t  a n d  l o n g  h o u r s ,  a n d  f u l l y  a p p r o v e  o f  

t h e  r e c o m m e n d a t i o n s  o f f e r e d .  H o w e v e r ,  I b e l i e v e  t h a t  c e r t a i n  

c h a n g e s  s h o u l d  b e  m a d e  i n  t h e  l a w  w h e n  a n  o w n e r  o r  h i s  a g e n t  

p e t i t i o n s  f o r  a c h a n g e  i n  z o n i n g .  T h e  s u b c o m m i t t e e  w a s  

d i v i d e d  o n  t h e  q u e s t i o n  o f  w h e t h e r  a  c h a n g e  i n  z o n i n g  c o n ­

s t i t u t e s  a c h a n g e  i n  u s e .  P r e s e n t l y  i t  d o e s  n o t .  H o w e v e r ,  

a s  t h e  p u r p o s e  o f  t h e  l a n d  u s e  p r o g r a m  w a s  t o  p r e s e r v e  a g r i ­

c u l t u r a l ,  h o r t i c u l t u r a l ,  f o r e s t  p r o d u c t s  a n d  o p e n  s p a c e  i t  

m u s t  b e  c o n s i d e r e d  t h a t  a  c h a n g e  i n  z o n i n g  s i g n a l s  t h e  

i n t e n t i o n  t o  c h a n g e  t h e  u s e  o f  t h e  l a n d .  I f  t h e  u s e  is  

c h a n g e d ,  t h e  q u e s t i o n  f o l l o w s  a s  t o  w h e t h e r  t h e  l a n d  s h o u l d  

c o n t i n u e  t o  b e  e l i g i b l e  f o r  s p e c i a l  a s s e s s m e n t .  I n  l i g h t  

o f  t h e  d i f f e r e n c e  o f  o p i n i o n  o n  t h i s  m a t t e r ,  I w o u l d  s u g g e s t  

t h a t  a s  a  c o m p r o m i s e ,  w h e n  a  c h a n g e  i n  z o n i n g  o c c u r s  o n  l a n d  

c u r r e n t l y  u n d e r  l a n d  u s e  a s s e s s m e n t ,  t h e n  t h e  r o l l  b a c k  

p e r i o d  b e  i n c r e a s e d  t o  t e n  y e a r s  r a t h e r  t h a n  t h e  p r e s e n t  

f i v e  y e a r s .  T h i s  w o u l d  s e r v e  t o  i n c r e a s e  t h e  p e n a l t y  o n  

r e a l  e s t a t e  w h e n  t h e  o w n e r  h a s  e v e r y  i n t e n t i o n  o f  d e v e l o p i n g  

t h e  l a n d .  H o w e v e r ,  i f  t h e  r e a l  e s t a t e  w a s  n o t  d e v e l o p e d  

u n t i l  m a n y  y e a r s  l a t e r ,  o r  f o r  t h a t  m a t t e r ,  n e v e r  d e v e l o p e d ,  

t h e  p r o p e r t y  o w n e r  w o u l d  a l s o  b e  p r o t e c t e d .

D a v i d  G. B r i c k l e y



APPENDIX A

A BILL to amend and reenact § 58-769.10 of the Code of Virginia, relating to interest rate applicable 
to roll-back taxes.

Be it enacted by the General Assembly of Virginia:

I .  That § 58-769.10 of the Code of Virginia is amended and reenacted as follows:

§ 58-769.10. Change in use of real estate assessed under ordinance; roll-back taxes.-When real 
estate qualifies for assessment and taxation on the basis of use under an ordinance adopted pursuant 
to this article, and the use by which it qualified changes, to a nonqualifying use, it shall be subject 
to additional taxes, hereinafter referred to as roll-back taxes, in an amount equal to the amount, if 
any, by which the taxes paid or payable on the b :s i s  of the valuation, assessment and taxation 
under such ordinance were exceeded by the taxes that would have been paid or payable on the 
basis of the valuation, assessment or taxation of other real estate in the taxing locality in the year 
of the change and in each of the five years immediately preceding the year of the change, plus 
simple interest on such roll-back taxes at the rate ef s ix  per eeatem per annum s a r r e  i n t e r e s t  r a t e  

a p p l i c a b l e  t o  d e l i n q u e n t  t a x e s  i n  s u c h  l o c a l i t y ,  p u r s u a n t  t o  §  5 8 - 8 4 7  o r  §  5 8 - 9 6 4  . I f  in the tax year 
in which the change of use occurs, the real estate was not valued, assessed and taxed under such 
ordinance, the real estate shall be subject to roll-back taxes for such of the five years immediately 
preceding in which the real estate was valued, assessed and taxed under such ordinance.

In determining roll-back taxes chargeable on real estate which has changed in use, the treasurer
shall extend the real estate tax rates for the current and next preceding five years, or such le sser
number of years as the property may have been taxed on its use value, upon the difference
between the value determined under § 58-769.9 (d) and the use value determined under § 58-769.9
(a) for each such year.

Liability to the roll-back taxes shall attach when a change in use occurs but not when a change 
in ownership of the title takes place if the new owner continues the real estate in the use for which
it is  classified under the conditions prescribed in this article and in the ordinance. The owner of
any real estate liable for roll-back taxes shall, within sixty days following a change in use, report 
such change to the commissioner of the revenue or other assessing officer on such forms as may be 
prescribed. The commissioner shall forthwith determine and a sse ss the roll-back tax, which shall be 
assessed against and paid by the owner of the property at the time the change in use which no 
longer qualifies occurs and shall be paid to the treasurer within thirty days of the assessment.



APPENDIX B

A BILL to amend and reenact § 58-769.8 of the Code of Virginia, relating to application by property 
owners for special use assessment.

Be it enacted by the General Assembly of Virginia:

1 . That § 58-769.8 of the Code of Virginia is  amended and reenacted as follows:

§ 58-769.8. Application by property owners for assessment, etc., under ordinance; continuation of 
assessment, etc.-Property owners must submit an application for taxation on the basis of a use 
assessment to the local assessing officer at least sixty days preceding the tax year for which such 
taxation is sought; provided, however, that in any year in which a general reassessment is  being 
made the property owner may submit such application until thirty days have elapsed after h is notice 
oi increase in assessment is  mailed in accordance with § 58-792.01, or sixty days preceding the tax 
year, whichever is  later; provided, however, in any locality which has adopted a fiscal tax year 
under §58-851.6 but continues to a ssess as of January one, such application must be submitted for 
any year at least sixty days preceding the effective date of the assessment for such year; provided 
further, that in Franklin County, such application shall be filed for the year nineteen hundred 
seventy-eigl.; within thirty days of adoption of an ordinance hereunder. The governing body, by 
ordinance, may permit applications to be filed within no more than sixty days after the filing 
deadline specified herein, upon the payment of a late filing fee to be established by the governing 
body. An individual who is  owner of an undivided interest in a parcel may apply on behalf of 
him self and the other owners of such parcel upon submitting an affidavit that such other owners are 
minors or cannot be located. An application shall be submitted whenever the use. or acreage of such 
land previously approved Changes , e x c e p t  w h e n  a  c h a n g e  i n  a c r e a g e  o c c u r s  s o l e l y  a s  a  r e s u l t  o f  a  

c o n v e y a n c e  n e c e s s i t a t e d  b y  g o v e r n m e n t a l  a c t i o n  o r  c o n d e m n a t i o n  o f  a  p o r t i o n  o f  a n y  l a n d  

p r e v i o u s l y  a p p r o v e a  f o r  t a x a t i o n  o n  t h e  b a s i s  o f  u s e  a s s e s s m e n t  provided, however, that the 
governing body of any county, city or town may require any such property owner to revalidate 
annually with such locality, on or before the date on which the last installment of property tax prior 
to the effective date of the assessment is due, on forms prepared by the locality, any applications 
previously approved. The governing body may also provide for late filing of revalidation forms on or 
before the effective date of the assessment, on payment of a late filing fee. Forms shall be 
prepared by the State Tax Commissioner and supplied to the locality for use of the applicants and 
applications shall be submitted on such forms. An application fee may be required to accompany all 
such applications.

The local assessing officer shall prepare and transmit to the clerk a list of all applications filed 
and approved hereunder and the clerk shall index the names in a book entitled "Land Use Tax 
Assessment Book” and file said application in the clerk’s  office. The local governing body shall 
beginning Ju ly one, nineteen hundred seventy-three, compensate the clerk at the rate of one uo’ lar 
per application filed and indexed, notwithstanding any limitation provided in § 14.1-143 or any other 
section of the Code of Virginia.

In the event of a material misstatement of facts in the application or a material change in such 
facts prior to the date of assessment, such application for taxation based on use assessment granted 
thereunder shall be void and the tax for such year extended on the basis of value determined under 
§ 58-769.9 (d).

Continuation of valuation, assessment and taxation under an ordinance adopted pursuant to this 
article shall depend on continuance of the real estate in the use for which classification is  granted 
and compliance with the other requirements of this article and the ordinance and not upon 
continuance in the same owner of title to the land.

2. That the provisions of this act shall be effective for all tax years beginning on and after January 
one, nineteen hundred seventy-seven.
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(Old  S t a n d a r d s )

S T A N D A R D S  F C R  C L A S S I F I C A T I O N  O F  A  F O R E S T  A R E A  

( L AND USE T A X  A C T  - T i t l e  58, C h a p t e r  15, S e c t i o n  5 8 - 7 6 9 . 4  t h r o u g h  5 8 - 7 6 9 . 1 6 )

A. S T A N D A R D S

P R O D U C T I V E  F O R E S T  L A N D  - is  r e a l  e s t a t e  d e v o t e d  t o  f o r e s t  u s e  w h i c h  h a s  

e x i s t e n t  o n  it, a n d  w e l l  d i s t r i b u t e d ,  c o m m e r c i a l l y  v a l u a b l e  t r e e s  o f  a n y  s i z e  

s u f f i c i e n t  t o  c o m p o s e  a t  l e a s t  1 0 %  n o r m a l  s t o c k i n g  o f  f o r e s t  t r e e s ,  o r  f o r m e r l y  

h a v i n g  s u c h  t r e e  c o v e r ,  a n d  n o t  c u r r e n t l y  d e v e l o p e d  f o r  n o n - f o r e s t  use. I t  

m u s t  b e  g r o w i n g  a  f o r e s t  c r o p  o r  b e  c a p a b l e  o f  g r o w i n g  a  f o r e s t  c r o p  o f  i n d u s t r i a l  

w o o d ,  a n d  s u c h  c r o p  m u s t  b e  a c c e s s a b l e  f o r  h a r v e s t i n g .

N O N - P R O D U C T I V E  F O R E S T  L A N D  - i s  l a n d  d e v o t e d  t o  f o r e s t  u s e  b u t  w h i c h  is 

n o t  c a p a b l e  o f  g r o w i n g  a  c r o p  o f  i n d u s t r i a l  w o o d  b e c a u s e  o f  i n a c c e s s i b i l i t y  o n  

a d v e r s e  s i t e  c o n d i t i o n s  s u c h  a s  s t e e p  o u t c r o p s  o f  r o c k  a n d  s h a l l o w  s o i l  o n  s t e e p  

m o u n t a i n  s i d e s ,  e x c e s s i v e  s t e e p n e s s ,  h e a v i l y  e r o d e d  a r e a s ,  c o a s t a l  b e a c h  s a n d ,  

t i d a l  m a r s h  a n d  o t h e r  c o n d i t i o n s  w h i c h  p r o h i b i t s  t h e  g r o w t h  a n d  h a r v e s t i n g  o f  

a  c r o p  o f  t r e e s  s u i t a b l e  f o r  c o m m e r c i a l  i n d u s t r i a l  u se.

T R E E  - is a  s i n g l e  w o o d y  s t e m  o f  a  s p e c i e s  p r e s e n t l y  o r  p r o s p e c t i v e l y

s u i t a b l e  f o r  c o m m e r c i a l  i n d u s t r i a l  w o o d  p r o d u c t s .

S T O C K I N G  - is  t h e  n u m b e r  o f  t r e e s  3 i n c h e s  a n d  l a r g e r  i n  d i a m e t e r  b r e a s t

h i g h  (d.b.h. - a t  a  p o i n t  o n  t h e  t r e e  t r u n k  o u t s i d e  b a r k  4 ^  f e e t  f r o m  g r o u n d

l e v e l )  r e q u i r e d  t o  e q u a l  a t o t a l  b a s a l  a r e a  ( a r e a  i n  s q u a r e  f e e t  o f  a  c r o s s  

s e c t i o n  o f  t h e  t r e e  a t  d . b . h . )  o f  75 s q u a r e  f e e t  p e r  a c r e ,  o r  w h e r e  s u c h  t r e e s  

a r e  n o t  p r e s e n t ,  t h e r e  s h a l l  b e  p r e s e n t  t r e e  s e e d l i n g s ,  o r  t r e e  s e e d l i n g s  a n d  

t r e e s  i n  a n y  c o m b i n a t i o n  s u f f i c i e n t  t o  m e e t  t h e  1 0 %  s t o c k i n g  .set f o r t h  i n  t h e  

f o l l o w i n g  T a b l e .

M i n i m u m  N u m b e r  o f  T r e e s  o r  C o m b i n a t i o n  T h e r e o f  t o  D e t e r m i n e

APPENDIX C

D . B . H .

7.5 S q u a r e  F e e t  o f T r e e  B a s a l  A r e a o r  10 P e r c e n t  s t o c k i n g

1 / 1 0R a n g e

R e q u i r e  t o b e  C l a s s i f i e d  a s  F o r e s t  L a n d

D . B . H .  i n  2" 

C l a s s e s

B a s a l  A r e a  

P e r  T r e e  per■ A c r e P e r  1 /5 A c r e  P e r

u p  t o 2 . 9 " S e e d l i n g s 1 0 0 20 10

3 . 0  - 4 . 9 "  ... . 0 . 1 2 5 7  ......... 5 9  .. ......12 ............... . 6

5 . 0  - 6 . 9 " 6 0 . 1 9 6 4 38 8 4

7 . 0  - 8 . 9 "  ... . 0 . 3 4 0 4  ......... 2 2  .. ...... 4 ............. 2

9 . 0  - 1 0 . 9 " 10 0 . 5 3 4 6 14 3 1
1 1 . 0  - 1 2 . 9 "  ... . 0 . 7 4 6 6  ......... 1 0  .. ...... 2 ............. 1

1 3 . 0  - 1 4 . 9 " 14 0 . 0 6 9 0 7 1

1 5 . 0 " + . 1 . 4 8 4 5  ......... 5 ..

N o t e :

(a) A r e a  1 / 5  a c r e :  circle., d i a m e t e r  1 0 5 ' 4 " ,  s q u a r e  9 3 ' 4 11 p e r  s i d e

(b) A r e a  1 / 1 0  a c r e :  c i r c l e ,  d i a m e t e r  7 4 . 6 " ;  s q u a r e  66'

(c) N u m b e r  o f  s e e d l i n g s  p r e s e n t  m a y  q u a l i f y  o n  a  p e r c e n t a g e  b a s i s ;

E x a m p l e ,  20 s e e d l i n g s  w o u l d  b e  e q u i v a l e n t  o f  1. 5  sq. f e e t  o f

b a s a l  a r e a  (20% x  7. 5  =  1.5)
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APPENDIX C ( c o n ' t . )

T h e  f o r e s t  l a n d  p r o d u c t i v e  e a r n i n g  p o w e r  w i l l  b e  d e t e r m i n e d  b y  s o i l  s e r i e s  

c l a s s i f i c a t i o n  a n d  c u r r e n t  m a r k e t  p r i c e s  f o r  e a c h  c o u n t y .  T h e  b a s e  s p e c i e s  

w i l l  b e  s e l e c t e d  a c c o r d i n g  t o  t h e  m a j o r  f o r e s t  t y p e  o f  g r e a t e s t  e c o n o m i c  v a l u e  

i n  t h e  c o u n t y .

T h e  a n n u a l  p r o d u c t i v e  e a r n i n g  p o w e r  w i l l  b e  c o m p u t e d  b y  d i s c o u n t i n g  t h e  p e r  

a c r e  g r o s s  d o l l a r  v a l u e  o f  t r e e  g r o w t h  t o  t h e  t i m e  o f  s t a n d  e s t a b l i s h m e n t  u s i n g  

a  6%  c o m p o u n d  r a t e  o f  i n t e r e s t .  T h e  c o s t  o f  e s t a b l i s h i n g  t h e  s t a n d  w i l l  t h e n  

b e  s u b t r a c t e d ,  l e a v i n g  a n e t  w o r t h  o f  t h e  t i m b e r  c r o p  a b o v e  a n d  b e y o n d  t h e  6%  

c o m p o u n d  i n t e r e s t  a l l o w a n c e  f o r  t h e  c o s t  o f  e s t a b l i s h m e n t .

B. P R O D U C T I V E  E A R N I N G  P C W E R

P r e p a r e d  B y: V I R G I N I A  D I V I S I O N  O F  F O R E S T R Y

J u n e  1, 197 3
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(New Standards)

A P P E N D I X  C

STANDARDS FOR CLASSIFICATION OF A FOREST AREA 

(LAND USE TAX ACT - Title 58, Chapter 15, Section 58-769.4 through 58-769.16)

A. STANDARDS

PRODUCTIVE FOREST LAND - is real estate devoted to forest use which has 
existent on it, and well distributed, commercially valuable trees of any size 
sufficient to compose at least 40% normal stocking of forest trees, or formerly 
having such tree cover, and not currently developed for non-forest use. It 
must be growing a commercial forest crop that is accessible for harvesting.

NON-PRODUCTIVE FOREST LAND - is land devoted to forest use but which is 
not ca; -hie of growing a crop of industrial wood because of inaccessibility on 
adverse site conditions such as steep outcrops of rock and shallow soil on 
steep mountain sides, excessive steepness, heavily eroded areas, coastal beach 
sand, tidal marsh and other conditions which prohibits the growth and harvesting 
of a crop of trees suitable for commercial industrial use.

TREE - is a single woody stem of a species presently or prospectively 
suitable for commercial industrial wood products.

STOCKING - is the number of trees 3 inches and larger in diameter breast 
high (d.b.h. - at a point on the tree trunk outside bark 4b feet from ground 
level) required to equal a total basal area (area in square fee+ of a cross 
section of the tree at d.b.h.) of 75 square feet per acre, or. where such trees 

are not present, there shall be present tree seedlings, or tree seedlings and 
trees in any combination sufficient to meet the 40% stocking set forth in the 
following Table.

Minimum Number of Trees or Combination Thereof to Determine 
30 Square Feet of Tree Basal Area or 40 Percent Stocking 

Require to be Classified as Forest Land

D.B.H. in 2" Basal Area 
D.B.H. Range Classes Per Tree Per Acre Per 1/5 Acre Per 1/10 Acre

up to 2.9" Seedlings 400 80 40
3.0 - 4.9" .. 4 ... 0.0873 ... 344 69 34
5.0 - 6.9" .. 6 ... 0.1964 . .. 153 31 15
7.0 - 8.9" .. 8 ... 0.3491 ... 86 17 9
9.0 - 10.9" .. 10 ... 0.5454 ... 55 11 6

11.0 - 12.9" .. 12 ... 0.7854 ... 38 8 4
13.0 - 14.9" .. 14 ... 1.0690 ... 28 6 3
15.0"+ . . 16+ ... 1.3963 ... 21 4 2

NOTE: (a) Area 1/5 acre: circle, diameter 105'4"; square 93'4" per side
(b) Area 1/10 acre: circle, diameter 74'6"; square 66'
(c) Number of seedlings present may qualify on a percentage basis;

Example, 100 seedlings would be equivalent of 7.5 sq. feet of 
basal area (25% x 30 = 7.5)

12



APPENDIX C ( c o n ' t . )

The forest land productive earning power will be determined by soil series 
classification and current market prices for each county. The base species 

will be selected according to the major forest type of greatest economic value 

in the county.

The annual productive earning power will be computed by converting the 
estimated acre volume yields for a rotation to dollar yields. The cost for 
land management and stand establishment is then subtracted from the gross 
income, leaving a net worth for the timber crop. The forest use value is 
then calculated by dividing the net worth by a determined capitalization rate.

B. PRODUCTIVE EARNING POWER

Prepared By: VIRGINIA DIVISION OF FORESTRY
July 1978

13





. #  •

1  “  S T U D I E S  I N  P R O P E R T Y  T A X A T I O N

U S E - V A L U E  F A R M L A N D  
A S S E S S M E N T S

Theory, Practice, and Impact

I n t e r n a t i o n a l  A s s o c i a t i o n  o f  A s s e s s i n g  O f f i c e r s  

R e s e a r c h  &  T e c h n i c a l  S e r v i c e s  D e p a r t m e n t



C o n t e n t s

I N T R O D U C T I O N

1 P R O B L E M  A N A L Y S I S ...................

Population Grow th and Distribution, 2 
Trends in Population Grow th 
Horizontal Growth Patterns and Urban Sprawl

T h e  Pattern of Rising Farm land Values, 4

Fa rm  Incom e Versus Values, 6 
Trends in Farm  Incom e 
Cross-Sectional Comparisons 
Farm  and Nonfarm Market Factors

Agricultural Real Estate Tax  Burdens, 8

T h e  Case for Use-Value Farmland Assessments, 10 
Con cern  for the Farm er 
Concern  for La n d  Use

Argum ents Against Use-Value Farmland
Assessments, 12

Bibliography, 13

2  C U R R E N T  P R A C T I C E S  ................. 1 5

Defining and Determ ining Use-Value, 15 
Traditional Approaches to Value 
Soil Productivity Rating Systems

State and Provincial Legislation, 17 
O verview
Qualified Farmland
T h e  C o m -To b a cco  Dilem m a
Forest Lands
O pen Space Lands
Subventions

Rollback and Deferred Taxes, 19 
Th eory  and Operation 
Current Provisions

1 Requirements, Applications, Contracts, 22
M inimum Requirements 
Applications and Contracts

O ther Preferential Farm land Assessment 
Practices, 23 

Classified Property’ Tax  Systems 
Exemptions and Rate Limitations 
Farm  Circuit-Breakers

Bibliography, 25 

3  I M P A C T  U P O N  T H E  T A X  B A S E  2 8

T h e  Overall Underassessment of Farm  Real 
Estate, 28

State and Provincial Experiences, 30

Estimating the Impact, 32 
M ethodology
A n  Estimate of Potential Im pact in Illinois 
T h e  Oregon Experience 
Considerations at the State/Provincial Le ve l 
T h e  Individual Taxpayer

Bibliography, 37

4  I M P A C T  U P O N  L A N D  U S E ............. 3 8

Theory, 38 
Case I Farmlands 
Case 11(a) Farmlands 
Case 11(b) Farmlands

T h e  Rollback Tax  and Land  Use, 41 
General Considerations 
A n  Exam ple
A n  Exception to the General Rule 
Reverse Effects
T h e  Rollback Tax and Land  Speculation 
T h e  Rollback Tax  in Perspective



Monitoring the Im pact o f Use-Value Assessment
Programs, 42

State and Provincial Experiences, 44 
British Colum bia 
California 
Hawaii 
Kentucky 
Maryland 
N ew  Jersey 
Ontario 
Oregon 
Texas 
Virginia 
Washington

Bibliography, 51 

5  S U M M A R Y  A N D  C O N C L U S I O N S  5 3

A: Legislative References, 57

B: Eligibility' Requirements by States and 
Provinces, 59

C :  Applications by States and Provinces, 63

D : Assessed Value and Estim ated Market Value 
of Agricultural Real Estate B y  Selected 
States and Provinces, 64

E :  Mathematical Consideration o f the 
E ffe ct of Use-Value Assessments upon 
Farm land Values. 68

F :  Questionnaire: Preferential Assessments 
of Farmland, 70

A P P E N D I C E S  ........................ 57

I N D E X  O F  T A B L E S

Chapter 1
1: Population Inside and Outside Central

C ities of SM S As, 1959, 1960, 1970 ...............  3
2: Population and La n d  Area of U.S.

Urbanized Areas, 1960 and 1970 ................... 4
3: Changes in La n d  Area Com pared with 

Changes in Population, U.S. Urbanized
Areas ............................................................. 4

4: Market Value of Farm  Real Estate and
Farmland, United States .............................. 5

5: Changes in Farm land Values, by States 5
6: Value of Agricultural Real Estate,

Selected Provinces ....................................... 6
7: U.S. Farm  Income, Current and Real

Dollars ...........................................................  6
8: Farm  Income, C a n a d a .................................  7
9: Rates of Increase in Net Farm  Incom e

and Farmland Values, by S ta te s .....................7
10: Taxes Lev ied  on Farm  Rea! Estate,

United Slates ................................................  9
11: E ffective  Tax  Rates, by Property

Types, 1971.................................................... 9
12: Farm  and Nonfarm Real Estate Taxes as 

a Percentage of Personal Income, U .S  9

Chapter 2
13: States and Provinces with Use-Value

Farmland Assessment Leg is la tio n ................. 16
14: Bases for Assessing Farmlands at

Use-Value ...................................................... 18

15: State and Provincial Rollback Tax
Provisions .......................................................21

Chapter  3
16: General Basis for Assessing Real Es ta te ........ 29
17: Average Assessment-Sales Ratios, 1 9 7 1 ......... 30
IS: Comparison of Assessment Ratios, by

Selected Property Types, 1971 ....................30
19: Reduction in Tax  Base D u e  to

Differential A ssessm ents................................ 32
20: Percentage Reduction in Agricultural

Tax  Base ........................................................ 32
21: Potential Reductions in Illinois

Agricultural Tax  Base, by C o u n t ie s ..............33
22: Reduction in Tax  Base, Oregon Counties,

1970-71 Tax  Y e a r ........................................... 34
23: Increases in the Ratio of Farm land 

Values to Net Farm  Income, b v  States, 
1950-1971 .............................. ‘....................... 36

Chapter 4
24: Reduction in D ifference Between Farm

and Market Values ........................................40
25: Governmental Units Com piling  Data  on

Use-Value Assessm ents................................. .43
26: O ccupation  of Applicants for Use-Value

Assessment, Washington, 1972 .....................  50
27: E ffe ct o f Use-Value Assessments upon

La n d  Sale Decisions, Washington, 1972........ 50



i

I N D E X  O F  M A P S  A N D  C H A R T S

Chapter 1
1: Distribution of U.S. Population:

19(30 and 1970    .................................  3
2: Increases in Farm land Values Plotted 

Against Increases in N et Farm  Income,
by States ........................................................ 8

3: Taxes Lev ied  on Farm  Real Estate as a 
Percentage of N et Fa rm  Income, by
States, 1972 .....................................................10

4: Decreases in Acres of Taxable Farmland, 
by  States, 1950-1972 ......................................11

Chapter 2
5: Types of La n d  Assessed on the Basis

o f Use-Value, by States, 1974 .........................17

Chapter 3
6: Assessment Ratios for Acreage as a 

Percentage of Assessment Ratios for 
Single Fam ily Residential Property,
b y  States, 1 9 7 1 ...............................................31

7: Use-Value Assessments as a Percentage 
o f Market Value Assessments, Oregon 
Counties, 1970-1972 ......................................35

Cfiapter 4
8: Hypothetical Illustration of Returns 

Associated with Parcel o f Case 11(b)
F a rm la n d ........................................................40



GC82(2)

Volume 2

T a x a b l e  P r o p e r t y  
V a l u e s  a n d  A s s e s s m e n t -  

S a l e s  P r i c e  R a t i o s

o f  G o v e r n m e n t s
Issued February 1984 

&
U .S . D epa rtm en t o f C om m e rce  

M alcolm Baldrige, Secretary 
Clarence J . Brown, Deputy Secretary

BUREAU OF THE CENSUS 
C.L. Klncannon,
Deputy Director



Appendix C. Provisions tor Assessment of Property for Agricultural, Open Space, end Associated Benefited Uses by States:
1981 and Subsequent Periods

S t a t e
P r o v is io n  a f f e c t i n g  a s s e s s e d  

v a lu e  a p p l ic a b l e  to  
e x p l i c i t l y  b e n e f i te d  u see

Remarks

A lab a m a ................................ .... D e fe rre d  t a x a t i o n ............................... A p p lie s  t o  c l a s s  I I I  p r o p e r ty  o n ly  ( a g r i c u l t u r s l ,  f o r e s t ,  h i s t o r i c ,  and s i n g l e - f a m i ly ,  
o w n er-o ccu p ied  p r o p e r t i e s ) .  Owner m ust r e q u e s t  b e n e f i t e d  u se  a s s e s s m e n t. D e fe rre d  ta x  
a c t i v a t e s  i f  c o n v e rs io n  to  n o n q u a l if y in g  u s e  o c c u rs  w i th in  2 y e a rs  o f  p r o p e r ty  s a l e .  
Such ta x  i s  b ased  on g r e a t e r  o f  a a le a  p r i c e ,  o r  a p p r a is e d  m a rk e t v a lu e  a s  o f  O c to b e r 1 
i n  each  o f  3 y e a rs  s u c c e e d in g  c o n v e rs io n  d a t e .

A la s k a ......................................... D e fe r re d  t a x a t i o n .............. .. Upon a p p l i c a t i o n ,  fa rm lan d s  may be a s s e s s e d  a t  f u l l  and t r u e  v a lu e  f o r  fa rm  u s e .
D e fe rre d  ta x  I s  an  amount e q u a l to  th e  a d d i t i o n a l  ta x  a t  th e  c u r r e n t  m i l l  le v y  to g e th e r  
w ith  8 p e r c e n t  i n t e r e s t  f o r  th e  p re c e d in g  7 y e a r s .

A r iz o n a .................................... Uae v a lu e  a s s e s sm e n t o n ly ................. Land u sed  f o r  s g r l c u l t u r a l  p u rp o se s  v a lu e d  v i a  th e  income ap p ro sc h  ( c a p i t a l i z e d  a v e ra g e  
a n n u a l n e t  c a sh  r e n t a l )  w ith o u t  a l lo w a n c e  f o r  u rb a n  o r  o th e r  n o n a g r l c u l t u r a l  m a rk e t 
I n f lu e n c e s .  Such r e n t a l  ( e x c lu d in g  r e a l  p r o p e r ty  and s a l e s  ta x e s )  d e te rm in e d  th ro u g h  
t y p i c a l  a rm 's  le n g th  r e n t a l  ag ree m en ts  f o r  th e  p re c e d in g  5 y e a rs  f o r  co m p arab le  a g r i ­
c u l t u r a l  la n d .

A r k a n s a s . .* . ........................ .. Use v a lu e  a s a e s s n e n t  o n ly .......... .. C u r re n t u s e  p r o v is io n  a p p l i e s  to  a g r i c u l t u r a l ,  fa rm , o r  tim b e r  u s e  la n d ;  a p p l i c a t i o n  
r e q u i r e d .  E f f e c t iv e  M arch 2 8 , 1981 , such  la n d s  w i l l  be v a lu e d  on th e  b a s i s  o f  p ro ­
d u c t i v i t y  o f  s o i l .

C a l i f o r n i a . . . ................. Use v a lu e  a s s e s sm e n t o n ly ................. Numerous p ro v is io n s  in c lu d in g :  Land zoned f o r  s in g le - f a m i ly  homes o r  a g r i c u l t u r a l  p u r ­
p o ses  on w hich  i s  s i t u a t e d  o w n er-o ccu p ied  s in g le - f a m i ly  d w e ll in g  v a lu e d  no g r e a t e r  th a n  
v a lu e  o f  I t s  u s e  an a  s i t e  f o r  su ch  d w e ll in g .  N o n p ro f i t  g o l f  c o u rs e s  o f  10 o r  m ore 
s e r e s  v a lu e d  f o r  t h a t  u s e ,  p lu s  any  m ines o r  m in e r a l s .  T in b e r la n d  v a lu e d  on b a s i s  o f  
" a p p ro x im a te  g ra d e  v a lu e s "  p lu s  v a lu e  a t t r i b u t a b l e  t o  any  c o m p a tib le  u s e s  o f  la n d .

C o n tr a c ts  and  a g re e m e n ts ................... H i s t o r i c a l  p r o p e r ty  un d er ag ree m en t o f  a t  l e a s t  20 y e a rs  v a lu e d  u s in g  c a p i t a l i z a t i o n  o f  
incom e m ethod . Open sp a c e  land  d e d ic a te d  to  v a r io u s  u s e s  ( e . g . ,  a g r i c u l t u r a l ,  w e t­
la n d s ,  r e c r e a r io n ,  w ild  l i f e  h a b i t a t s ,  t i n b e r la n d  p r e s e r v e s ,  h i s t o r i c a l ,  o r  c u l t u r a l  
p u rp o s e s )  u n d er an e n f o r c e a b le  r e s t r i c t i o n  v a lu e d  u s in g  s p e c i f i e d  m e th o d s ; r e s t r i c t i o n  
g e n e r a l ly  f o r  minimum 1 0 -y e a r  p e r io d .  C a n c e l la t io n  o f  c o n t r a c t  o r  r e z o n in g  o f  t im b e r -  
la n d  p r e s e r v e  may r e s u l t  i n  d e t e r r e d  ta x e s  o r  ta x  recoupm ent f e e .

C o lo ra d o .................................... Use v a lu e  a s s e s sm e n t o n l y . . . . . . . . A g r i c u l tu r a l  la n d  ( e x c lu s iv e  o f  b u i ld in g  im provem ents) v a lu e d  on b a s i s  o f  e a rn in g  o r  
p ro d u c t iv e  c a p a c i ty  d u r in g  r e a s o n a b le  p e r io d ,  c a p i t a l i z e d  a t  1 1 .3  p e r c e n t .

C o n n e c t ic u t............................. Use v a lu e  a s s e s sm e n t o n ly  (som e­ A p p l ic a t io n  r e q u i r e d  f o r  c l a s s i f i c a t i o n  a s  fa rm , f o r e s t ,  o r  open sp a c e  la n d .  A d d i t io n a l
tim e s  c l a s s i f i e d  a s  d e f e r r e d conveyance  ta x  im posed i f  la n d  s o ld  o r  u s e  changed  w ith in  10 y e a rs  o f  ( 1 )  c l a s s i f i c a ­
ta x a t i o n ,  b ec au se  o f  conveyance t i o n  in  c a se  o f  open sp a c e  o r  (2 )  i n i t i a l  a c q u i s i t i o n  o r  c l a s s i f i c a t i o n  in  c a s e  o f  farm
ta x  c i t e d ) . and f o r e s t  la n d s .  Tax r a n g e s ,  on s a l e  o r  chan g e  o f  u s e ,  from  10 p e r c e n t  o f  s a l e s  p r i c e  

i n  f i r s t  y e a r , to  1 p e r c e n t  in  1 0 th  y e a r ;  e x e a p tlo n s  p ro v id e d .

D elaw are................. .. D e fe rred  t a x a t i o n . . . ............................. Land o f  n o t le s s  th a n  5 a c r e s ,  u sed  f o r  s g r l c u l t u r a l ,  h o r t i c u l t u r a l ,  o r  f o r e s t  p u rp o s e s  
f o r  2 p re v io u s  y e a r s ,  v a lu e d  on th e  b a s is  o f  auch  u s e ;  $500  minimum s a le s  and a p p l ie s *  
t l o n  r e q u i r e d .  A g r i c u l tu r a l  u ae  la n d  changed to  n o n a g r l c u l t u r a l  u se s  s u b je c t  to  " r o l l ­
back ta x e s "  e q u a l to  d e f e r r e d  ta x e a  f o r  up to  5 p r e c e d in g  y e a r s .  E f f e c t iv e  J u ly  11, 
1983, e l i g i b i l i t y  ch snged  to  10 s e r e s  minimum a n d /o r  a n n u a l a g r i c u l t u r a l  Income o f 
$ 1 0 ,0 0 0 .

D i s t r i c t  o f  C o lu m b ia . . . . C o n tr a c ts  and agreem ent * ................. C u r re n t  u ae  a s s e s sm e n t i s  a v a i l a b l e  f o r  d e s ig n a te d  h i s t o r i c  b u i ld in g s  i f  such  a s s e s sm e n t 
i s  l e s s  th a n  m a rk e t v a lu e .  Ownera may e n t e r  i n t o  ag ree m en ts  o f  a t  l e a s t  20 y e a rs  f o r  
c o n tin u e d  m a in te n an ce  in  r e t u r n  f o r  ta x  r e l i e f .  P ro v id e s  f o r  r e c o v e ry  o f  back  ta x e a  
w ith  i n t e r e s t  i f  c o n d i t io n s  n o t  f u l f i l l e d .

F lo r id a ...................................... Use v a lu e  a s s e s sm e n t o n ly ............ Upon a p p l i c a t i o n ,  la n d  n ay  La c l a s s i f i e d  a s  a g r i c u l t u r a l  la n d  ( in c lu d in g  f o r e s t r y )  and 
a s s e s s e d  s o l e l y  on th e  b a s i s  o f  i t s  a g r i c u l t u r a l  u s e .  C o n tiguous u rb a n  d eve lopm en t o r  
a a a le s  p r i c e  th r e e  o r  m ore tim es  an  a g r i c u l t u r a l  u se  a s s e s s e d  v a lu e  c r e a t e s  p resum p­
t i o n  t h a t  la n d  i s  n o t u sed  p r im a r i l y  f o r  bona f i d e  a g r i c u l t u r a l  p u rp o s e s .

C o n tra c ts  and a g re e m e n ts ................... Owners o f  e n v iro n m e n ta lly  en d a n g e red  la n d s ,  o r  la n d s  u sed  f o r  o u td o o r  r e c r e a t i o n a l  o r  
p a rk s  p u rp o se s  may convey  t h e i r  d eve lopm en t r i g h t s  to  th e  c o u n ty  o r  an i n t e r n a l  im­
provem ent t r u s t  fund in  r e t u r n  f o r  a s s e s sm e n ts  in c o r p o r a t in g  auch u ae  and  la c k  o f  
d eve lopm en t r i g h t s .  D e fe rre d  ta x e a  In c lu d e  ta x  d i f f e r e n t i a l  p lu e  6 p e r c e n t  i n t e r e s t  
p e r  y e a r .

G eo rg ia ........................ C o n tr a c ts  and  a g re e m e n ts ................... E f f e c t iv e  A p r i l  8 , 1983, p r o p e r ty  d ev o ted  to  bona f i d e  a g r i c u l t u r a l  p u rp o s e s  ( e x c lu d in g  
r e s id e n c e  v a lu e )  la  e l i g i b l e  f o r  p r e f e r e n t i a l  a s s e s s m e n t. C ovenant f o r  a g r i c u l t u r a l  
u s e  m ust be f o r  minimum o f  10 y e a r s .  G radua ted  p e n a l t i e s ,  p lu s  i n t e r e s t ,  a r e  s p e c i f i e d  
f o r  p rem a tu re  te r m in a t io n  o f  ag re e m e n t.

H aw aii........................................ D e fe rre d  t a x a t i o n ............ ....................... A p p lie s  to  la n d  c l a s s i f i e d  and u sed  f o r  a g r i c u l t u r e .  I f  ow ner r e q u e s t s  c e r t a i n  zo n in g  
c h a n g e s , o r  s u b d iv id e s  t o  p a r c e l s  o f  5 a c re s  o r  l e s s ,  ow ner becomes l i a b l e  f o r  d e f e r r e d  
ta x  on d i f f e r e n c e  betw een ta x e s  p a id  and ta x e s  due on h ig h e r  u se  a s s e s s e d  v a lu e ,  p lu s  
a n n u a l 10 p e r c e n t  p e n a l ty .  Tax due w ith in  60 days o f  c o n v e rs io n ,  u n le s s  ow ner d e d i­
c a te s  land  w i th in  I  y e a r  o f  c o n v e rs io n .

See f o o tn o te s  a t  end o f  t a b l e .
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APPENDIX C -C ontinusd

P ro v is io n  a f f e c t i n g  a s s e s s e d
S ta t e v a lu e  a p p l ic a b l e  co 

e x p l i c i t l y  b e n e f i te d  u s e s
Remarks

H aw aii--C o n . C o n tr a c ts  and  a g re e m e n ts ................... A p p lie s  to  la n d  d e d ic a te d  co a g r i c u l t u r a l  o r  ra n c h in g  u se  in  a g r i c u l t u r a l !  r u r a l ,  coa - 
s e r v a c l o n ,o r  u rb a n  d i s t r i c t s ,  f o r  a  minimum o f  10 o r  20 y e a r s .  A ssessm ent i s  on b a s is  
o f  such  u s e ,  o r  50 p e r c e n t  t h e r e o f  i f  la n d  i s  w i th in  a g r i c u l t u r a l  d i s t r i c t .  P a i l u r e  
co o b s e rv e  r e s t r i c t i o n s  means ta x  l i a b i l i t y  f o r  ta x  d i f f e r e n t i a l  p lu s  p e n a l ty  o f  10 
p e r c e n t  p e r  y e a r .  O th e r  p ro v is io n s  r e l a t e  to  land  d e d ic a te d  to  g o l f  c o u r s e s ,  s in g le -  
f a m ily ,  o w n e r-o ccu p ied  r e s i d e n t i a l  u s e ,  and  co la n d  c l a s s i f i e d  a s  " w a s te la n d ,"  a l l  
a s s e s s e d  on b a s i s  o f  such  u s e s .

Id a h o ........................................... Use v n lu e  a s s e s s m e n t o n l y . . ............ Land d e v o te d  co a g r i c u l t u r e  p e r  s p e c i f i e d  c r i t e r i a  may be c l a s s i f i e d  a s  a g r i c u l t u r a l  
p ro p e r ty ;  t h i s  e x c lu d e s  land  u sed  f o r  p le a s u r e  o r  a v a i l a b l e  a s  p a r t  o f  a  p l a t t e d  sub­
d i v i s i o n .  Upon a p p l i c a t i o n ,  la n d s  h av in g  no com m ercial tim b e r  b u t  s u i t a b l e  f o r  r e f o r ­
e s t a t i o n  a s s e s s e d  a t  $1 p e r  a c r e .  O w ner-occup ied  r e s i d e n t i a l  p ro p e r ty  i n  a r e a  zoned 
f o r  o c h e r  u sea  i s  a s s e s s e d  on b a s i s  o f  r e s i d e n t i a l  u s e  o n ly .

I l l i n o i s . . . . ........................... Use v a lu e  a s s e s s m e n t o n ly ................. Upon a p p l i c a t i o n ,  la n d  u sed  f o r  s in g le - f a m i ly  r e s id e n c e ,  m ee tin g  s p e c i f i e d  c o n d i t io n s ,  
and lo c a te d  in  N a tio n a l  H is to r i c  D i s t r i c t  o r  m u n ic ip a l landm ark  a r e a  a s s e s s e d  a t  1979 
v a l u a t i o n ,  e f f e c t i v e  J a n u a ry  1 , 1981; l o c a l  o p t io n  co p a r t i c i p a t e .  Upon a p p l ic a t io n ,  
h i s t o r i c  p r o p e r ty  w ith  c e r t i f i c a t e  o f  r e h a b i l i t a t i o n  a s s e s s e d  no more th a n  a t  p re re n o -  
v a t lo n  v a lu e  f o r  an  8 - y e a r  p e r io d ;  l o c a l  o p t io n .

D efe rre d  t a x a t i o n ...................... ............. Upon a p p l i c a t i o n ,  r e a l  p ro p e r ty  u sed  f o r  farm ing  o r  a g r i c u l t u r a l  p u rp o se s  and a c  l e a s t  
10 a c r e s  i n  s i z e ,  v a lu e d  on  b a s is  o f  su ch  u se  b u t  no more th a n  v a lu e  a s  s in g le - f a m i ly  
r e s i d e n t i a l  r e a l  p r o p e r ty .  Two s ta n d a rd s  a r e  a v a i l a b l e  f o r  q u a l i f i c a t i o n  as a g r i c u l ­
t u r a l  f o r  b e n e f i te d  u se  a s s e s s m e n t. I f  u s e  changes  to  som eth ing  n o t  q u a l i f y in g ,  th e re  
i s  d e f e r r e d  ta x  on d i f f e r e n c e  betw een b e n e f i t e d  u s e  v a lu e  and c o n v e n tio n a l  a s s e s s e d  
v a lu e ,  f o r  3 p re c e d in g  y e a r s ,  p lu s  5 p e r c e n t  i n t e r e s t .  Upon a p p l i c a t i o n ,  la n d  u sed  fo r 
open sp a c e  o r  f o r  a i r p o r t s  In  3 p re v io u s  y e a rs  i s  a s s e s s e d  on b a s is  o f  su ch  u s e .  Same 
d e f e r r e d  ta x  a s  above when u se  ch a n g e s .

S p e c i a l  n o t e . . . . . . . . . . . ................. A t l e a s t  f o r  1981 a s s e s s e d  v a lu e s ,  th e  hom estead  p a r t  o f  a  farm , nam ely  th e  home and i t s  
s u r ro u n d in g  s i t e ,  was n o t s u b je c t  co b e n e f i t e d  u s e  a s se s sm en t b u t  was s u b je c t  co th e  
a p p l ic a b l e  c o u n ty  m u l t i p l i e r .  R em aining p a r t s  o f  th e  p r o p e r ty  In v o lv e d  w ere e l i g i b l e  
f o r  b e n e f i t e d  u s e  a s s e s s m e n t. See s e c t io n  20-g  and 20 -e  o f  th e  I l l i n o i s  Revenue A c t, 
a s  am ended.

I n d ia n a . .................................... (Jse v a lu e  a s s e s sm e n t o n ly ............ .. Land i s  a s s e s s e d  a s  a g r i c u l t u r a l  la n d  a s  long  a s  i t  la  dev o ted  co such  u s e .

D e fe r re d  t a x a t i o n .................................... Upon a p p l i c a t i o n ,  f o r e s t  la n d  o f  a t  l o a s t  10 a c re s  w ith  no d w e ll in g  i s  a s s e s s e d  a t  31 
p e r  a c r e .  D e fe rre d  ta x  p r o v is io n  a p p l ie s  to  th e  l e s s e r  o f  (1 )  ta x  d i f f e r e n t i a l  o r  
(2 )  " w ith d ra w a l"  a s s e s sm e n t m inus i n i t i a l  a s s e s sm e n t augm ented by  any in c r e a s e  due co 
c o n s t r u c t io n  o f  d i t c h  o r  le v e e .  Upon a p p l i c a t i o n ,  land  u sed  a s  w i l d l i f e  h a b i t a t s  o f  a t  
l e a s t  15 a c r e s  w ith  no d w e ll in g  a s s e s s e d  a t  $1 p e r  a c r e ;  s im i l a r  d e f e r r e d  ta x  p r o v i­
s io n .

Iow a................................. .. Uae v a lu e  a s s e s sm e n t o n ly ................. P r o d u c t i v i t y  and n e t  e a rn in g  c a p a c i t y  c o n s t i t u t e  th e  v a lu a t io n  b a s i s  f o r  a g r i c u l t u r a l  
la n d s ,  e x c e p t c h a t d w e ll in g s  on a g r i c u l t u r a l  r e a l t y  a rc  a s s e s s e d  on a m ark e t v a lu e  
b a o i s ,  e f f e c t i v e  w ith  1961 a s s e s s m e n ts .  F o r e s t  r e s e r v a t io n s  o f  a t  l e a s t  2 a c re s  e re  
a s s e s s e d  a t  $ 1 6 * 8 2  p e r  aCr e ;  f r u i t  t r e e  r e s e r v a t io n s  o f  1 co 10 a c re s  a s s e s s e d  a t  same 
r a t e  b u t  f o r  an  8 - y e a r  p e r io d .

K an sas ........................................ D e fe rre d  t a x a t i o n . . . . . . . .................... A g r i c u l tu r a l  land  may be a s s e s s e d  on th e  b a s i s  o f  a c tu a l  o r  p o t e n t i a l  a g r i c u l t u r a l  i n ­
come o r  p r o d u c t iv i t y .  Recoupment o f  ta x  d i f f e r e n t i a l  is  p o s s ib le  i f  q u a l i f y in g  u se  
e n d s .

K en tucky .................................... D e fe rre d  t a x a t i o n .................................... Upon a p p l i c a t i o n ,  a g r i c u l t u r a l  o r  h o r t i c u l t u r a l  la n d s  (e x c lu d in g  r e s id e n c e s )  m ee tin g  
minimum a c re a g e  and s p e c i f i e d  g ro s s  income le v e ls  i n  3 o f  5 p re c e d in g  y e a r s ,  nay  be 
a s s e s s e d  a c c o rd in g  to  th e  l a n d 's  v a lu e  f o r  a g r i c u l t u r a l  o r  h o r t i c u l t u r a l  u s e .  Upon 
change  in  u s e ,  d e f e r r e d  ta x e s  f o r  c u r r e n t  y e a r  and p re c e d in g  2 cox y e a rs  become due .

L o u i s i a n a . . . .............* ........... C o n tra c ts  and a g re e m e n ts ................... A g r i c u l t u r a l ,  h o r t i c u l t u r a l ,  m arsh , o r  tim b e r  la n d s  m eeting  s p e c i f i e d  c o n d i t io n s  may be 
a s s e s s e d  on  b a s i s  o f  u s e  v a lu e .  S a le s  p r i c e  fo u r  tim es land  u se  v a lu e  a s se s sm e n t 
c r e a t e s  p re su m p tio n  t h a t  land  no lo n g e r  i s  u sed  f o r  such  p u rp o s e s . B u ild in g s  o f  h i s ­
t o r i c a l  a r c h i t e c t u r a l  im p o rtan c e  nay  be s i m i l a r l y  v a lu ed  on a  u s e  b a s i s .

M aine. ................................. .. D e fe rre d  t a x a t i o n . ................. ................ Upon a p p l i c a t i o n ,  c ro p la n d , farm lan d  (an y  t r a c t  o r  t r a c t s  o f  a t  l e a s t  10 co n tig u o u s  
a c r e s ) ,  farm  w oodland , open  sp a c e  la n d , o rc h a rd  la n d , and p a s tu r e la n d  may be v a lu e d  on 
c u r r e n t  u s e  v a lu e  f o r  a g r i c u l t u r a l  o r  open  sp a c e  p u rp o s e s . A change co n o n q u a l ify in g  
u s e  a c t i v a t e s  a  d e f e r r e d  cox , i n  Che y e a r  o f  d i s q u a l i f i c a t i o n ,  on th e  d i f f e r e n c e  b e ­
tw een b e n e f i t e d  u s e  and c o n v e n tio n a l  v a l u a t i o n ,  p lu s  a p e n a l ty .  In  a d d i t i o n ,  f o r e s t  
p r o d u c ts  a s s e s s e d  on  b a s i s  o f  p o t e n t i a l  p r o d u c t iv i t y  ( " t r e e  g rouch  t a x " ) ,  D e fe rre d  ta x  
i s  b a sed  on w hich  o f  2 s p e c i f i e d  m ethods p ro d u ces  th e  g r e a t e r  l i a b i l i t y  ( 5 -y e a r  p e r io d
in v o lv e d ) .

M ary land ............ ................ D e fe rre d  t a x a t i o n ............ .................... Land a c t i v e l y  d e v o te d  to  farm  o r  a g r i c u l t u r a l  u s e s ,  and m arsh land  a r e  a s s e s s e d  on b a s is  
o f  su ch  u s e s .  S u b d iv id e d  p a r c e l s  u n d e r c e r t a i n  c o n d i t io n s  a r e  n o t  d i s q u a l i f i e d  from 
a g r i c u l t u r a l  u se  a s s e s s m e n t. C o n v e rs io n  to  n o n q u a l i f y ! ' g u s e  s u b je c t s  la n d  co a  d e v e l­
opm ent ta x  e q u a l to  10 p e r c e n t  o f  th e  d i f f e r e n c e  betw een th e  a g r i c u l t u r a l  and n o n a g r i -  
c u l t u r a l  u se  a s s e s s m e n ts .  (D evelopm ent ta x  on farm land  rezoned  f o r  non fann  u s e s  was 
r e p la c e d  by an  a g r i c u l t u r a l  t r o n s f e r  t a x ,  e f f e c t i v e  J u ly  I ,  1 9 8 1 .)  Upon a p p l i c a t i o n ,  
la n d  d e s ig n a te d  f o r  deve lopm ent in  a c c o rd a n c e  w ith  g o v e rn m e n ts lly  ap p roved  p la n s  is  
a s s e s s e d  as  a g r i c u l t u r a l  u se  la n d . I f  rezo n e d  to  o th e r  u s e s ,  d e f e r r e d  ta x  a c t i v a t e s  on 
d i f f e r e n c e  betw een  b e n e f i te d  u se  a s se s sm e n t and f u l l  c a sh  v a lu e  a s s e s sm e n t, b u t  w i l l  
n o t  e x c eed  10 p e r c e n t  o f  " f u l l  c a sh  v a lu e "  a s s e s sm e n t.

S ee f o o tn o te s  a c  end o f  c a b le .
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S ta t e
P ro v is io n  a f f e c t i n g  a a se a a e d  

v a lu e  a p p l ic a b l e  co 
e x p l i c i t l y  b e n e f i te d  u se s

Remarks

M a ry la n d --C o n . C o n tr a c ts  and  a g r e e m e n t s . . . . . . . . . E asem ents to  a governm ent o r  to  Che N a tu re  C onservancy  u n d e r  ag reem ent to  p r e s e r v e  i t s  
n a t u r a l  open  c h a r a c t e r  a r e  v a lu e d  on b a s i s  w hich  in c lu d e s  such  l i m i t a t i o n s .  Lands o f  
a t  l e a s t  50 a c r e s  a c t i v e l y  d ev o ted  to  u s e  a s  c o u n try  c l u b ,  s u b je c t  to  o th e r  s p e c i f i e d  
q u a l i f y in g  c o n d i t io n s ,  f o r  p e r io d  n o t  ' e s s  th a n  10 y e a r s ,  a r e  a s s e s s e d  on b a s i s  o f  si.ch  
u s e .  D e fe r re d  ta x  a c t i v a t e s  on  d i f f e r e n c e  betw een  b e n e f i t e d  u se  ana  f u l l  v a lu e  a s s e s s ­
m ent ( f o r  up to  10 y e a r s )  upon s a l e  o r  f a i l u r e  t o  m eet c o n d i t io n s .

M a s s a c h u s e t t s ........................ L o ca l o p t io n  p e rm its  a s s e s sm e n t o f  a g r i c u l t u r a l  o r  h o r t i c u l t u r a l  la n d s  b ased  upon such  
u s e .  Land o u s t  be a t  l e a s t  5 a c r e s  and have been  in  b e n e f i t e d  u s e  c a te g o r y  f o r  2 imme­
d i a t e l y  p re c e d in g  y e a r s ,  a p p l i c a t i o n  r e q u i r e d .  C onveyance ta x  i s  le v ie d  i f  la n d  s o ld  
f o r  o th e r  th a n  b e n e f i te d  u s e  w i th in  10 y e a r s ;  i f  land  i s  d i s q u a l i f i e d  from  b e n e f i te d  
u se  a s s e s s m e n t ,  r o l l b a c k  ta x e s  a r e  l e v i e d .  Under s p e c i f i e d  c o n d i t io n s ,  c i t y  o r  town 
h s s  l im i t e d  r i g h t  o f  f i r s t  r e f u s a l  when such  p ro p e r ty  i s  o f f e r e d  f o r  s a l e .  Upon a p p l i ­
c a t i o n ,  r e c r e a t i o n a l  ls n d  o f  5 o r  c o r e  a c re s  i s  a s s e s s e d  on b a s is  o f  su ch  u s e  up to  25 
p e r c e n t  o f  i t s  f a i r  c a sh  v a lu e .  S im i la r  conveyance  and r o l l b a c k  ta x e s  and f i r s t  r e ­
f u s a l  r i g h t s  a r e  p ro v id e d .

C o n tra c ts  and a g re e m e n ts ................... S p e c i f i e d  p r o v is io n s  a p p ly  to  la n d  u n d e r  c o n s e rv a t io n  r e s t r i c t i o n s .

M ic h ig a n .................................... Uae v a lu e  a s s e s sm e n t o n ly ................. Upon a p p l i c a t i o n ,  p r i v a t e  f o r e s t  r e s e r v a t io n s  a r e  a s s e s s e d  a t  no m ore th a n  $1 p e r  a c r e .

C o n tr a c ts  and  ag re e m e n ts .................... S p e c i f ie d  fa rm lan d  o r  open  sp a c e  d eve lopm en t r i g h t s  ag ree m en ts  a r e  a v a i l a b l e  w ith  m in i­
mum 1 0 -y e a r  te rm ; law  p r e i  : lb e s  a t ta c h m e n t o f  l i e n  when ag ree m en ts  te r m in a te .

M in n e s o ta .......... ....................... D e fe rre d  t a x a t i o n .................................... Upon a p p l i c a t i o n ,  q u a l i f y in g  a g r i c u l t u r a l  r e a l t y  o f  more th a n  10 a c r e s  and  q u a l i f y in g  
r e a l t y  d e v o te d  to  r e c r e a t i o n a l  u s e s  o f  c o r e  th a n  5 a c re s  may be a s s e s s e d  on a  u se  
b a s i s .  E f f e c t iv e  J u ly  1 , 1983 , t i l l a b l e  a g r i c u l t u r a l  la n d  i s  a s s e s s e d  a c  l e s s e r  o f  
m a rk e t v a lu e  o r  c a p i t a l i z a t i o n  o f  f r e e  m ark e t g ro s s  r e n t a l  r a c e  a t  5 .6  p e r c e n t .  De­
f e r r e d  ta x e s ,  w ith o u t  i n t e r e s t ,  a r e  p a y a b le  f o r  p r io r  3 y e a rs  i n  c a s e  o f  a g r i c u l t u r a l  
la n d  and f o r  p r i o r  7 y e a rs  f o r  r e c r e a t i o n a l  la n d .

M i s s i s s i p p i ............................. Use v a lu e  a s s e s sm e n t o n l y . . . . . . . . E f f e c t iv e  J u ly  1 , 1983 , la n d  u sed  f o r  a g r i c u l t u r a l  p u rp o se s  i s  a p p r a i s e d  a c c o rd in g  to  
i t s  c u r r e n t  u s e .

M ia a o u r l ................. ............. .. Use v a lu e  a s s e s sm e n t o n ly ................. A v a i la b le  to  a g r i c u l t u r a l  o r  h o r t i c u l t u r a l  la n d  i n  audh u s e  fo r  5  p re c e d in g  y e a r s ,  w ith  
a v e ra g e  a n n u a l g ro s s  s a l e s  o f  $ 2 ,5 0 0 ;  a p p l i c a t i o n  r e q u i r e d .

D e fe rre d  t a x a t i o n ........................ .. Upon a p p l i c a t i o n ,  f o r e s t  c ro p la n d s  o f  a t  l e a s t  40 a c r e s ,  w ith  v a lu e  n o t e x c e e d in g  $125 
p e r  a c r e ,  a r e  a s s e s s e d  a t  $3 p e r  a c r e .  D e fe rre d  ta x  p r o v is io n  I n c lu d e s  i n t e r e s t  p e n ­
a l t y .

MonCana...................................... Use v a lu e  a s s e s sm e n t o n l y . . . . . . . . S p e c i f ie d  c o n d i t io n s  m ust be m et r e g a rd in g  u s e ,  s i z e ,  and incom e; a p p l i c a t i o n  la  r e ­
q u i r e d .  R o llb a c k  ta x  p r o v is io n  was re p e a le d  sb  o f  March 3 1 , 1981. I t  p ro v id e d  fo r  
d e f e r r e d  ta x e s  f o r  up to  th e  4 p re c e d in g  y e a rs  o f  u se  v a lu e  a s s e s s m e n t.

N e b ra s k a ............................. • • . D e fe rre d  t a x a t i o n . . . ............................. Land zoned f o r  a g r i c u l t u r a l  u s e  and uced  e x c lu s iv e ly  f o r  a g r i c u l t u r a l  p u rp o s e s  may be 
a s s e s s e d  on b a s i s  o f  auch u a e ; a p p l i c a t i o n  i s  r e q u i r e d .  I f  e l i g i b i l i t y  e n d s , d e f e r r e d  
ta x  a p p l ie s  to  any  d i f f e r e n c e ,  botw een u se  and m a r k e t- o r ie n te d  v a l u e s ,  f o r  up to  5 
y e a r s ,  p lu s  a p p l ic a b l e  i n t e r e s t  a t  6 p e r c e n t .

N evada .............................. . . . . D e fe rre d  t a x a t i o n ........................ A p p lie s  to  a g r i c u l t u r a l  o r  open  sp ace  la n d  m e e tin g  s p e c i f i e d  c o n d i t io n s ;  a p p l i c a t i o n  
r e q u i r e d .  D e fe rre d  ta x  p r o v is io n  ( in c lu d in g  p e n a l ty )  may r e l a t e  co back  y e a r s ,  up 
to  84 m onths p r i o r  to  change in  u s e .

New H am psh ire ........................ Use v a lu e  a s s e s sm e n t o n ly ................. Upon a p p l i c a t i o n ,  o w n er-o ccu p ied  r e s id e n c e s  in  i n d u s t r i a l  o r  com m ercia l zones a r e  
a s s e s s e d  on b a s i s  o f  c u r r e n t  u s e .

D e fe rre d  t a x a t i o n .................................... Q u a li f y in g  open s p a c e  ( fa rm la n d , f o r e s t  la n d , w e tla n d , r e c r e a t i o n  la n d , f lo o d  p la in  
la n d , o r  w ild  la n d )  nay  be a s s e s s e d  b ased  on c u r r e n t  u s e  v a lu e s  e s t a b l i s h e d  by c u r r e n t  
u s e  a d v is o ry  b o a rd ; a p p l i c a t i o n  i s  r e q u i r e d .  A land  u se  change ta x  i s  le v ie d  a t  th e  
r a c e  o f  10 p e r c e n t  o f  th e  f u l l  and t r u e  v a lu e  o f  th e  la n d  changed co o th e r  th a n  open  
sp a c e  u s e .

C o n tr a c ts  and  a g re e m e n ts .................... B e n e f i te d  a s s e s sm e n t may a l s o  be o b ta in e d  f o r  q u a l i f y in g  land  i f  ow ner g r a n t s  d i s c r e ­
t i o n a r y  ea sem en t co c i t y  o r  town f o r  minimum 1 0 -y e a r  te rm . R e le a s e  o c c u rs  o n ly  f o r  
c a s e s  o f  ex trem e p e r s o n a l  h a rd s h ip  w ith  p e n a l t i e s  s p e c i f i e d .

New J e r s e y . . ........................... Use v a lu e  a s s e s sm e n t o n ly ................. O w ner-occup ied  r e s id e n c e s  i n  a r e a  p r e v io u s ly  zoned f o r  su ch  u se  b u t  rezo n e d  to  commer­
c i a l  o r  i n d u s t r i a l  u r e s  a r c  a s s e s s e d  a s  r e s i d e n t i a l  p ro p e r ty .

D e fe r re d  t a x a t i o n ................................... A g r i c u l tu r a l  o r  h o r t i c u l t u r a l  la n d  o f  5 o r  m ore a c re s  m e e tin g  minimum s a l e s  c r i t e r i a  and 
in  su ch  u s e  f o r  2 p re c e d in g  y e a rs  may be ao se a a e d  b ased  on such u s e ;  a p p l i c a t i o n  i s  r e ­
q u i r e d .  R o llb a c k  p r o v is io n  may In c lu d e  up co 2 y e a rs  o f  d e f e r r e d  t a x e s .

New M exico ............................... Use v a lu e  a s se s sm e n t o n ly ................. Land p r im a r i l y  f o r  a g r i c u l t u r a l  p u rp o s e s  may be a s s e s s e d  on b a s is  o f  p ro d u c t iv e  c a p a c ­
i t y ;  a p p l i c a t i o n  i s  r e q u i r e d .

New Y ork .................................... Use v a lu e  a s s e s sm e n t o n l y . . . . . . . . A ssessm en t o f  f o r e s t  and r e f o r e s t e d  la n d s  o f  15 o r  more a c re s  l im i t e d  to  v a lu e  o f  s im i­
l a r  la n d s  w ith o u t  s u b s t a n t i a l  f o r e s t  g ro w th ; a p p l i c a t i o n  i s  r e q u i r e d .  S ix  p e r c e n t  ta x  
on a tu n p a g e  v a lu e  l a  le v ie d  upon w ith d ra w a l o f  la n d  from  b e n e f i te d  u s e .

D e fe r re d  t a x a t i o n ................................. .. Land o f  10 o r  more a c re s  i n  an  a g r i c u l t u r a l  d i s t r i c t  and g e n e ra t in g  $ 1 0 ,0 0 0  o r  more 
from  a g r i c u l t u r a l  p ro d u c ts  may be e n t i t l e d  to  an  a g r i c u l t u r a l  a s s e s s m e n t. Change to  
n o n q u a l if y in g  u se  a c t i v a t e s  d e f e r r e d  ta x e s  f o r  5 p re c e d in g  y e a r s .

S ee  f o o tn o te s  a t  end o f  t a b l e .
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S ta t e
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v a lu e  a p p l ic a b l e  to  
e x p l i c i t l y  b e n e f i te d  u se s

Remarks

A p p lie s  to  a g r l c u l t u :  h o r t i c u l t u r a l  p a r c e l s  o f  10 s e r e s  o r  c u r e ;  g ro s s  incom e from 
p ro d u c ts  grown Cher*.. jc  a v e ra g e  $ 1 ,0 0 0  o r  m ore a n n u a lly  f o r  3 p r e c e d in g  y e a r s .  
Q u a li fy in g  f o r e a t  la u d  a s c  be  a t  l e a s t  20 a c r e s  I n  s i z e ;  a p p l i c a t i o n  i s  r e q u i r e d .  
D e fe rred  ta x e s  a r e  p a y a b le  upon change  In  u ae  and  may r e l a t e  back  to  3 p re c e d in g  y e a ra  
p lu s  i n t e r e s t .

Land c l a s s i f i e d  a s  a g r i c u l t u r a l  p r i o r  to  a n n e x a tio n  I s  r e t a in e d  In  t h a t  c l a s a i f i c a t l o n  
u n t i l  u s e  c h a n g e s . V alue  m ust be u n ifo rm  w ith  c h a t  o f  a d jo in in g  a g r i c u l t u r a l  la n d  n o t  
an n ex ed . E f f e c t iv e  f o r  t a x  y e a ra  b e g in n in g  J a n u a ry  1 , 1983, la n d  p l a t t e d  and a s s e s s e d  
a s  a g r i c u l t u r a l  la n d  b e f o r e  M arch 3 0 , 1981 , I s  v a lu e d  on  b a s i s  o f  such  u s e  ( u n t i l  
c h a n g e d ) , w h e th e r  o r  n o t  w i th i n  c o r p o r a t e  l i m i t s .

N orth  D ako ta ........................ ..

O h i o . . . . . . . . ........................... D e fe r re d  t a x a t i o n .

Oklahoma.

O regon.

P e n n s y lv a n ia .

See r e n a rk a .

D e fe rre d  t a x a t i o n .

C oncraccs  and  ag ree m en ts .

D e fe rre d  c a x a c lo n .

C oncraccs  and  a g re e a e n c s .

Rhode I s la n d .

S ourh  C a r o l in a .

SouCh D ako ta .

T ex as .

Utah.

V erm ont.

D e fe rre d  c a x a c lo n .

D e fe rre d  c a x a t lo n .

Use v a lu e  a s s e s sm e n t o n ly .

D e fe rre d  c a x a c lo n .

D efe rre d  c a x a c lo n .

C oncraccs  and a g re e m e n ts .

D e fe rre d  c a x a c lo n .

Use v a lu e  a s s e s sm e n t o n ly .

R eq u irem en ts  f o r  a g r i c u l t u r a l  u s e  a s s e s s m e n t I n c lu d e :  s p e c i f i e d  minimum s i z e s ;  a g r i c u l ­
t u r a l  u s e  f o r  3 p re c e d in g  y e a r s ;  and a p p l i c a t i o n .  D e fe rre d  C a x a tlo n  may r e l a c e  h ac k  Co
4 p re c e d in g  y e a rs  o f  u se  a s s e s s m e n t.

U nique s i t u a t i o n ,  a p p l ie s  Co m ore chan a g r i c u l t u r a l  la n d : S c a te  C o n s t i t u t io n  ( a r t i c l e
X ' s c a t e a  c h a t  "no  r e a l  p r o p e r ty  s h a l l  be a s s e s s e d  . .  • a c  a  v a lu e  g r e a t e r  chan . . . 
; t a  f a i r  c a sh  v a lu e  fo e  Che h ig h e s t  and  b e s c  u s e  f o r  w hich such  p r o p e r ty  v a s  a c t u a l l y  
u s e d , o r  v a s  p r e v io u s ly  c l a s s i f i e d  f c r  u s e ."  (E m phasis  a d d e d .)

A g r i c u l tu r a l  la n d  may be a s s e s s e d  on b a s i s  o f  u s e ;  s p e c i f i c  p r o v is io n s ,  r e q u i r e m e n ts ,  
and d e f e r r e d  ta x e s  v a ry  a c c o rd in g  to  w h e th e r  la n d  i s  lo c a te d  In  farm  u s e  zone" o r  o u t ­
s id e  such  zone9 b u t  e x c lu s iv e l y  d e v o te d  to  a g r i c u l t u r a l  u a e .  A p p l ic a t io n  may be r e ­
q u ir e d .  D e fe rre d  c a x a t lo n  d o es  n o t  a p p ly  when u s e  changes  co f o r e s t  u a e  o r  when 
unzoned fa rm lan d  I s  s u b s e q u e n tly  In c lu d e d  In  a  farm  u s e  z o n e . Upon a p p l i c a t i o n ,  open 
sp ace  I s  a s s e s s e s  on  b a s i s  o f  b e n e f i t e d  open  sp a c e  land  u s e .  D e fe rre d  ta x  p ro v is io n s  
a c t i v a t e  on a change to  n o n q u a l if y in g  u s e ,  p lu s  I n t e r e s t .  S in g le - f a m i ly  r e s id e n c e  
u sed  f o r  su ch  p u rp o se  f o r  3 p re c e d in g  y e a rs  in  a r e s  zoned f o r  I n d u s t r i a l ,  com m erc ia l, 
o r  m u lc ifa m lly  r e s i d e n t i a l  u s e s  I s  a s s e s s e d  on b a s i s  o f  r e s i d e n t i a l  o n ly .  D is­
q u a l i f i c a t i o n  r e s u l t s  In  a d d i t i o n a l  ta x  o f  up to  10 tim es  v hac  d e f e r r e d  la x e s  w ould 
be f o r  th e  im m ed ia te ly  p re c e d in g  y e a r .  A p p l ic a t io n  i s  r e q u i r e d .

F o r 1 5 -y c a r  p e r io d ,  h i s t o r i c  p r o p e r ty  i s  a s s e s s e d  a t  " t r u e  c a sh  v a lu e "  a c  tim e o f  a p p l i ­
c a t i o n .  Change in  c l a s s i f i c a t i o n  r e s u l t s  In  a d d i t i o n a l  ta x e s  e q u a l to  up to  13 tim es  
th e  am ount o f  d e f e r r e d  ta x e s  f o r  th e  Im m ed ia te ly  p r e c e d in g  y e a r .

Upon a p p l i c a t i o n ,  q u a l i f y in g  a g r i c u l t u r a l  la n d , a g r i c u l t u r a l  r e s e r v e ,  a n d /o v  f o r e s t  
r e s e r v e  may be g iv e n  p r e f e r e n t i a l  u s e  a s s e s s m e n ts .  R equ irem en ts  In c lu d e  1 0 -a c re  m in i­
mum s i z e  f o r  a g r i c u l t u r a l  la n d ,  an  a n t i c i p a t e d  a n n u a l g ro s s  income o f  $ 2 ,0 0 0 , and 3 
p re c e d in g  y e a rs  o f  b e n e f i t e d  u s e .  R o llb a c k  ta x e s  may e x ten d  f o r  up to  7 p re v io u s  ta x  
y e a r s ,  and  In c lu d e  6 p e r c e n t  I n t e r e s t .

C o u n tie s  may c o v e n an t w ith  ow ners o f  la n d  In  fa rm , f o r e s t ,  w a te r  9 u p p ly , o r  cpen  sp ace  
u s e .  A ssessm en t r e f l e c t s  f a i r  m a rk e t v a lu e  o f  la n d  so r e s t r i c t e d .  Such ag reem en ts  
may be n e g o t ia t e d  t o  conform  w ith  m ore r e c e n t  p ro v is io n s  o f  p r e f e r e n t i a l  u s e  a sse s sm e n t 
d e s c r ib e d  a b o v e .

A p p lie s  to  farm , f o r e s t ,  o r  open  sp a c e  la n d ;  a p p l i c a t i o n  I s  r e q u i r e d .  E f f e c t iv e  May 15, 
1980, change in  u se  r e s u l t s  i n  " la n d  u s e  change ta x "  r a n g in g  from  10 to  0  p e r c e n t  o f  
f a i r  m a rk e t v a lu e ,  d e p e n d in g  on le n g th  o f  c l a s a i f i c a t l o n .

Q u a li f y in g  a g r i c u l t u r a l  r e a l  p r o p e r ty  u sed  f o r  a g r i c u l t u r a l  p u rp o se s  o r  f o r  grow ing  
tim b e r  i s  a s s e s s e d  a t  s p e c i f i e d  p e r c e n ta g e s  o f  f a i r  m a rk e t v a lu e  f o r  such  p u rp o s e s ; 
a p p l i c a t i o n  I s  r e q u i r e d .  R o llb a c k  p r o v is io n  may in c lu d e  d e f e r r e d  ta x e s  f o r  c u r r e n t  
y e a r  and  i m e d i a t o l y  p r e c e d in g  5 y e a r s .

Land d e v o te d  e x c lu s iv e ly  co a g r i c u l t u r a l  u s e  f o r  5  p r e c e d in g  y e a rs  and g e n e ra t in g  m in i­
mum s a l e s  o f  $ 2 ,3 0 0  in  3 o f  chose  y e a rs  s h a l l  be c l a s s i f i e d  and ta x e d  a s  a g r i c u l t u r a l  
la n d  w ith o u t  re g a rd  to  i t s  zo n in g  c l a s a i f i c a t l o n .

Q u a ll fy lu g  la n d s  In c lu d e  a g r i c u l t u r a l  ( a t  l e a s t  15 a c r e s ) ,  f o r e s t  ( a t  l e a s t  15 a c r e s ) ,  
and open sp a c e  ( a t  l e a s t  3 a c r e s ) ;  a p p l i c a t i o n  I s  r e q u i r e d .  R o llb a c k  ta x e s  e x te n d  fo r  
up to  3 y e a rs  f o r  a g r i c u l t u r a l  and  f o r e s t  la n d s  and  up to  5 y e a rs  f o r  open  sp ace  la n d s . 
S p e c ia l  p r o v is io n  I s  made f o r  a s s e s sm e n t o f  la n d s  w ith  open  sp ace  ea se m e n ts .

Upon a p p l i c a t i o n ,  la n d  owned uy  n a t u r a l  p e rs o n a  and  u sed  f o r  a g r i c u l t u r a l  p u rp o s e s  f o r  
th e  3 y e a rs  Im m ed ia te ly  p re c e d in g  may be a s s e s s e d  b ased  on such  u s e .  Q u a l i f i e d  "open 
sp ace"  la n d  ( in c lu d in g  c lm b erlan d  and la n d  d e v o te d  p r i n c i p a l l y  to  a g r i c u l t u r a l  u se  f o r
5 o f  p re c e d in g  7 y e a rs )  i s  v a lu e d  on b a s ia  o f  p ro d u c t iv e  c a p a c i ty ;  a p p l i c a t i o n  i s  r e ­
q u i r e d .  R o llb a c k  p r o v is io n  f o r  a g r i c u l t u r a l  la n d  may r e l a t e  back  to  3 p re c e d in g  y e a rs ,  
p lu s  i n t e r e s t ;  f o r  open sp a c e  la n d , 5 p re c e d in g  y e a r s ,  p lu s  7 p e r c e n t  i n t e r e s t .

Lands r e s t r i c t e d  to  r e c r e a t i o n ,  p a rk ,  open s p a c e ,  o r  a i r p o r t  may be a s s e s s e d  b a se d  upon 
such  u s e ;  la n d  m ust be a t  l e a s t  5 a c r e s  In  s i z e  and  r e s t r i c t i o n  m ust be  f o r  a minimum 
o f  10 y e a r s .  I f  th e r e  i s  a  change co n o n q u a l if y in g  u s e ,  a  d e f e r r e d  ta x  a c t i v a t e s  on 
d i f f e r e n c e  betw een  b e n e f i t e d  u s e  a s s e s s e d  v a lu e  an d  m ark e t v a lu e ,  f o r  5 y e a r s ,  p lu s  
i n t e r e s t  a t  7 p e r c e n t  a n n u a l ly .

Land a c t i v e l y  d e v o te d  to  a g r i c u l t u r a l  u s e  (25  a c r e s  o r  more in  s i z e ,  o r  I f  l e a s ,  p r o ­
v id in g  a n n u a l g ro s s  Incom e from  farm  c ro p s  o f  $ 2 ,0 0 0  in  1 o f  2 ,  o r  3 o f  5 p re c e d in g  
y e a r s )  may be  a s s e s s e d  b a se d  upon su ch  u se  i f  o f  a t  l e a s t  5 c o n tig u o u s  a c r e s ,  g e n e r ­
a t i n g  r e q u i s i t e  Income from  su ch  u s e  f o r  r e q u i r e d  t im e ; a p p l i c a t i o n  i s  r e q u i r e d .
W aivers o f  a c re a g e  and incom e l i m i t a t i o n s  a r e  p o s s i b l e .  R o llb a c k  ta x e s  may e x te n d  up 
co 5 y e a rs  o f  b e n e f i t e d  u s e .

O rchard  la n d s  a r e  a s s e s s e d  on b a s i s  o f  s i m i l a r  la n d  u sed  f o r  g e n e r a l  a g r i c u l t u r a l ,  
p u rp o s e s .

See fo o tn o te s  a t  end o f  c a b le .
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I

S ta t e
P r o v is io n  a f f o c c ln g  a s s a s s e d  

v a lu e  a p p l ic a b l e  to  
e x p l i c i t l y  b e n e f i t e d  u se s

Remarks
< •

V erm ont—C o n tin u ed D e fe rre d  t a x a t i o n ................... ............. .. A g r i c u l t u r a l  la n d  and  m anaged f o r e s t  ln n d  m s e tln g  s p e c i f i e d  c r i t e r i a  a r e  e l i g i b l e  f o r  
u se  v a lu e  a p p r a i s a l .  Upon d ev e lo p m en t, la n d  u s e  change ta x  l a  le v ie d  in  th e  aa /ju n t o f  10 p e r c e n t  o f  th e  f u l l  f a i r  m a rk e t v a lu e  o f  th e  changed  la n d  d e te rm in e d  w ith o u t  r e g a r d  
to  th e  u ae  v a lu e  a p p r a i s a l .  Lend may be w ith d raw n  from  use  v a lu a  a s s e s sm e n t and  p a y ­
m ent o f  la n d  u s e  change ta x  d e f e r r e d  u n t i l  d eve lopm en t o c c u rs .

C o n tra c ts  and a g re e m e n ts ................... A m u n ic ip a l c o r p o r a t io n  may e n t e r  i n t o  c o n t r a c t s  w ith  ow ners o f  a g r i c u l t u r a l ,  f o r e s t  
la n d ,  i n d u s t r i a l  o r  c o m a e rc ia l  r e a l  and  p e r s o n a l  p r o p e r ty  f o r  up to  a  1 0 -y e a r  p e r io d  
f o r  th e  p u rp o se  o f  f ix in g  and m a in ta in in g  th e  v a l u a t i o n  o f  auch p r o p e r t y  on th o  g ran d  
l i s t ;  c o n t r a c t s  may a le o  be made f o r  f ix e d  r a t e s ,  f ix e d  a n n u a l am oun ts , o r  f ix e d  p e r ­
c e n ta g e s  o f  th e  a n n u a l t a x .  M u n ic ip a l4t y  may a l s o  n e g o t ia t e  " t a x  s t a b i l i z a t i o n  c o n ­
t r a c t u "  w ith  ow ners o f  fa rm la n d  o r  f u r e s t  la n d  o f  a t  l e a s t  25 a c r e s .  D e fe r re d  ta x e a  
c o v e rin g  p r i o r  3 y e a rs  a r e  due upon c o n v e rs io n  to  n o n c o n tr a c tu a l  u a e a .

V i r g i n i a . . . ................. .. D e fe r re d  t a x a t i o n ................. .. Any c o u n ty , c i t y ,  o r  town w hich  h as  a d o p te d  a  la n d  u se  p la n  may by o rd in a n c e  p ro v id e  f o r  
th e  u a e  v a lu e  a s s e s sm e n t o f  r e a l  e a t a t e  u sed  f o r  a g r i c u l t u r a l ,  h o r t i c u l t u r a l ,  f o r e s t ,  
o r  open sp a c e  p u rp o s e s .  Minimum s i z e  i s  5 a c r e s  ^ 'except f o r  f o r e s t  la n d  w hich  m ust be 
a t  l e a s t  20 t e r e s ) ,  end a p p l i c a t i o n  i a  r e q u i r e d .  R ea l e s t a t e  in  a g r i c u l t u r a l  o r  f o r e s t  
d i s t r i c t s ,  w ith  o r  w ith o u t  la n d  u s e  p la n ,  I s  a l s o  e l i g i b l e .  R o llb sc k  ta x  p r o v is io n  
I n c lu d e s  c u r r e n t  y e a r  and  up to  5 im m e d ia te ly  p re c e d in g  y e a r s ,  p lu s  I n t e r e s t .

W a sh in g to n .............................. C o n tr a c ts  and  a g r e e m e n t s . . . . . . . . . Open sp a c e  la n d , fa rm  and a g r i c u l t u r a l  la n d ,  and  tlm b e r la n d  (e x c lu d in g  tim b e r  v a lu e )  may 
q u a l i f y  f o r  c u r r e n t  u s e  a s s e s s m e n t .  Land c l a s s i f i e d  on a  c u r r e n t  uae  b a s i s  o u s t  con ­
t i n u e  to  be so  c l a s s i f i e d  f o r  a  p e r io d  o f  10 y o a r s .  I f  th e  ow ner, a f t e r  8 y u a r s ,  r e ­
q u e s ts  w ith d ra w a l from  c u r r e n t  u s e  a s s e s s m e n t, r o l l b a c k  ta x e s  f o r  7 y e a r s ,  p lu s  i n t e r e s t  
a t  th e  s t a t u t o r y  r a t e ,  a r e  p a y a b le  a t  th e  end o f  2 a d d i t i o n a l  y e a r s .  I f  s  change in  
uae  o c c u rs  b e fo r e  th e  end o f  th e  1 0 -y e t .r  p e r i o d ,  th e  a fo re m e n tio n e d  r o l l b a c k  ta x e s  and 
i n t e r e s t  a r e  d u a , p lu s  p e n a l ty  o f  20 p e r c e n t  o f  th e  r o l l b s c k  am ount.

W est V i r g i n i a ........................ Use v a lu e  a s s e s sm e n t o n ly .......... .. T rue  and a c tu a l  tcalue o f  a l l  farm s u s e d , o c c u p ie d , and c u l t i v a t e d  by t h e i r  ow ners o r  
.bona f i d e  te n a n ts  i s  v a lv e  o f  p r o p e r ty  a c c o rd in g  to  a c t u a l  u s e .  F or th e  s ta t e w id e  
r e a p p r a i s a l  t o  be co m p le ted  by M arch 1 , 1985 , farm  p r o p e r ty  i s  t o  bn a p p r a i s e d  a t  " f a i r  
and  r e a s o n a b le  v a lu e  f o r  fa rm in g  p u rp o s e s ."

W isc o n s in .................................. See re m a rk s .......................... ....................... C o n s t i t u t i o n a l  am endm ent, ap p ro v ed  A p r i l  2 ,  1974 : T a x a tio n  o f  a g r i c u l t u r a l  and  u n d e v e l­
oped la n d  need  n o t  be u n ifo rm  w ith  t h a t  o f  each  o th e r  o i w ith  t h a t  o f  o th e r  r e a l t y .  
S t a t e  l e g i s l a t u r e  h as  e l e c t e d  to  p r o v id e  ow ners o f  fa rm lan d  s u b je c t  t o  a g r i c u l t u r a l  u s e  
r e s t r i c t i o n s  w ith  Income ta x  c r e d i t s  and r c f u u d s  r s t h e r  th a n  u s e -b a a e d  a s s e s s m e n ts .

Wyoming....................................... Uae v a lu e  a s s e s sm e n t o n l y . . . .......... A g r i c u l tu r a l  and h o r t i c u l t u r a l  la n d  s t  em ployed f o r  minimum o f  2 p r e v io u s  y e a r s  i s  
a s s e s s e d  on b a s i s  o f  c u r r e n t  u se  and c a p a c i t y  o f  la n d  to  p ro d u ce  a g r i c u l t u r a l  p r o d u c t s .  
Land m ust n o t be zoned f o r  o th e r  u s e s .

N o te : T h is  t a b l e ,  th ough  c a r e f u l l y  co m p ile d , i a  n o t  in te n d e d  a s  a  s u b s t i t u t e  f o r  any  n e c e s s a r y  r e f e r e n c e  t o  s p e c i f i e d  s t a t u t o r y  re q u ire m e n ts  in
an y  g iv e n  c i r c u m s ta n c e .  T h is  i s  e s p e c i a l l y  r e l e v a n t  to  any  s i t u a t i o n  w here p o s t-1 9 8 1  p r o v is io n s  a r j  s o u g h t.

T ern*  (b a s e d  on rn v ie w  o f  a p p l i c a b l e  l e g a l  p r o v is io n s ) :
D e fe rre d  c a x a c lo n —T h is  r e f e r s  to  th e  a d d i t i o n a l  t a x ,  a c t i v a t e d  by a  change  from  b e n e f i t e d  u s e  to  a n o n q u a l if y in g  u s e ,  on th e  d i f f e r e n c e  betw een

b e n e f i t e d  u s e  n s se s s m e n t and  c o n v e n tio n a l  a s s e s s m e n t, f o r  s p e c i f i e d  tim e  p e r io d s  and a t  i n t e r e s t  r a c e s  s p e c i f i e d  by law .

C o n craccs  and a g re e m e n ts —T hose a r e  s p e c i f i c  ag ree m en ts  a u th o r iz e d  by law , p ro v id in g  f o r  l i m i t a t i o n s  on u s e  o v e r  s t a t e d  tim e  p e r i o d s ,  in  ex ­
change f o r  b e n e f i t e d  u se  v a lu e  a s s e s s m e n t. Such a g ree m en ts  g e n e r a l ly  In c lu d e  d e f e r r e d  t a x a t i o n  re c o v e ry  p r o v is io n s .
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STAFF BRIEF 82-17*

SITE VALUE TAXATION

INTRODUCTION

This Staff Brief was prepared as background material for the 
Legislative Council's Special Committee on the Interrelationship of Urban 
and Rural Policies. The Special Committee was created at the May 27, 1982 
Legislative Council meeting, pursuant to a May 14, 1982 letter from 
Representative Michael G. Kirby and 1981 Assembly Joint Resolution 32, 
which requested a study of certain urban and rural policies.

Included in the study charge to the Committee is a directive to:

Examine the feasibility and advisability of 
authorizing incorporated municipalities to levy 
real property taxes on the value of land only, 
rather than on the value of land and improvements, 
to determine what effect such a tax would have on 
the development and improvement of land within such 
municipalities and adjacent unincorporated 
territory___

[A copy of the complete charge to the Special Committee and a list of 
the members of the Special Committee are contained in Appendix 1.]

As background material for the Committee study, this Staff Brief 
presents a general discussion of the site value taxation concept. It 
makes no attempt to analyze the ramifications of limiting the authority 
for a site value tax to incorporated municipalities only nor to evaluate 
its past operation in other governmental jurisdictions.

Generally, site value taxation is taxation only on the value of land. 
All capital improvements attached to the land are exempted from taxation. 
Site value taxation is also commonly referred to as land value taxation; 
both terms will be used interchangeably in this Staff Brief. A variation 
of the site value tax is the "graded" (or "differential") property tax

*This Staff Brief was prepared by Janice M. Baldwin, Senior Staff Attorney, 
Legislative Council Staff.
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PART I

CONCEPT OF SITE VALUE TAXATION

Site value taxation is a concept based on historic doctrines related 
to land as a source of income and wealth. As its prime champion in the 
19th Century, Henry George proposed site value taxation as the single tax 
to replace all other forms of taxation [Progress and Poverty, 1879]. 
Modern tax policy theorists, however, generally view a site vaiue tax as 
only one of several forms of possible taxation, particularly for local 
governments in the United States.

A. CONCEPT OF SITE VALUE TAXATION

The essence of the site value tax is proportional or constant rate 
taxation on the assessed value of only the land surface. No taxes are 
levied on improvements to the land, thus, no taxes are levied on property 
owners when they improve the land (such as adding water and sewer 
facilities) or add improvements to the land (such as constructing 
buildings). Similarly, there is no tax incentive to allow improvements to 
deteriorate or to let land lie idle to avoid increased assessments and, 
thus, increased taxes. The tax levied on one site is the same as that 
applied to another similarly located site with similar characteristics.

A variation of the land value tax is the "differential" or "graded" 
property tax. One rate of taxation is applied to the value of the site 
and another lesser rate to the improvements in or on the site. Another 
approach, which would secure the same results, is to allow the tax rate to 
remain constant, but to assess land closer to its fair market value than 
the assessment of the improvements on the land. Regardless of the 
approach, under the graded or differential property tax system, $1,000 
worth of land is taxed more heavily than $1,000 worth of improvements.

B. HISTORY

Site value taxation derives from the various theories which justified 
governmental taxation of land alone. These commenced with the French 
Physiocrats' assertions in the 17th Century that all wealth starts with 
land and that, therefore, the income above the cost of production could be 
available for the needs of the state. Taxation of the "surplus" income 
would not interfere with production. Later economists, sucfi as Ricardo, 
developed an "economic rent" concept as a measure of the difference 
between the marginal productivity on one site compared to that on a site 
with a higher degree of productivity or more favorable location. The



ECONOMIC ISSUES.

Recent theoretical and pragmatic literature focuses upon the site 
value tax as an alternative to the traditional real property tax. It is 
analyzed as being one component of an array of taxes, with the sales, 
income and excise taxes being other possible components.

This Part discusses some economic issues associated with site value 
taxation, including (a) the general economic incentives provided by the 
tax; (b) the adequacy of land as a tax base; (c) a brief description of 
which taxpayers benefit or lose in the replacement of the property tax by 
a land value tax; and (d) its impact upon resource allocations in the 
community or the economy. The discussion assumes that governments will 
increase the tax rate on land compared to that on real property (land plus 
improvements) in order to maintain their fiscal capacity.

A. GENERAL ECONOMIC INCENTIVES OF A SITE VALUE TAX

As tax rates, imposed only on land, increase to compensate for the 
loss of taxes on improvements, two results ensue. First, the tax cost of 
holding vacant or underdeveloped land increases. Secondly, since 
landowners must bear the increased land value tax, they are encouraged to 
develop the site to reduce the tax burden as a percentage of the total 
value of the real property (land plus improvements) or else sell it to 
another person willing and able to improve the income potential of the 
property. In other words, the site tax promotes the development of land 
to its "highest and best use." New construction and rehabilitation of 
older buildings are not penalized by the site value tax as they are in the 
form of increased taxes under the traditional property tax system. Thus, 
site value taxation provides a tax incentive for more intensive use of 
urban land and may reduce urban sprawl pressures.

B. ADEQUACY OF LAND AS A TAX BASE

To support the current level of municipal service, revenue from a 
site value tax must be approximately equal to that generated by the 
traditional real property tax. Land value tax proponents state this is 
feasible because land is now frequently and substantially undervalued in 
most municipalities. In addition, land values may increase naturally as 
economic development occurs.
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The projected pattern of increases and decreases in the tax incidence 
for various groups of taxpayers from going to a different tax is described 
as the "windfalls and wipeouts" problem. It occurs during the transition 
period when existing buildings or improvements are displaced by a new
pattern of improvements after the inauguration of a land value tax. It
may also happen when the "highest and best use" of a site changes in
response to other factors in the economy, such as a new technology.

, Alleviation of the most undesirable effects may be provided by exemptions,
' "grandfathering" or other legislative concessions.

D. RESOURCE NEUTRALITY

For an individual landowner, the site value tax is "neutral," in the 
sense that the tax repercussions of any decision to improve land can be 
ignored because his or her tax is not influenced by any improvements. 
However, the site value tax may influence resource allocation in a 
community by virtue of its differential impact upon various investment 
decisions. Positively affected are the pressures to develop land to its 
"highest and best use" and to develop or rehabilitate central city land. 
Negatively affected is the holding of vacant or underdeveloped land which 
decreases the attractiveness of land as an investment.

Other factors, however, may be more important than taxation policy or 
may mitigate the primary effects of land value taxation in investment or 
location decisions. For example, crime, zoning, poverty, transportation 
and labor cost differentials between central city and rural or suburban 
locations may be significantly more important for an entrepreneur than tax 
differentials. So too, other tax incentives may be counterproductive. 
These include tax incremental financing, industrial revenue bonding and 
low tax levels associated with smaller municipalities which provide fewer 
services or have lower infrastructure or welfare costs.

To the extent that site value taxation does promote the highest and 
best use of land, it may have the untoward result of undermining a 
municipality's desire to preserve older or historic buildings or to 
provide some low density developments associated with open and green areas 
in an urban setting. Moreover, the very substance of the highest and best
use concept may change over time and be difficult to ascertain at any
given time, which makes evaluation of its achievement difficult.

With respect to the negative effect of site value taxation upon land
speculation, studies indicate that the predicted result is not clear cut,
particularly when expected capital gains outweigh tax differentials. In a
sense, land speculation may also be an essential element of a dynamic
economy: speculators take a risk in acquiring or holding land in
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PART III 

LEGAL ISSUES

A variety of legal issues are associated with a valid enactment of 
land value taxation. This Part summarizes the principal legal factors 
which may affect a site value tax in Wisconsin. They include the 
following: (a) constitutional uniformity clause; (b) legal definition of
land; (c) assessment methods; (d) tax levy limitations; and (e) 
constitutional debt limit clause.

A. CONSTITUTIONAL UNIFORMITY CLAUSE

Article VIII, section 1 of the Wisconsin Constitution requires that 
the rule of taxation be uniform, except that the Legislature may empower 
cities, villages and towns to "collect and return taxes on real estate" by 
optional methods and may designate the property subject, to tax. The 
Uniformity Clause authorizes specific exceptions to the uniformity rule 
for forests, minerals, agricultural and undeveloped land, livestock and 
inventories of manufacturers and merchants as well as taxes on incomes, 
privileges and occupations. Thus, the principal tax areas where the 
uniformity rule applies are property, sales and excise taxes.

Wisconsin courts have interpreted the constitutional Uniformity 
Clause to mean that all property must be taxed uniformly for all purposes. 
However, certain property may be totally (but not partially) exempted from 
taxation, because the Legislature has the authority under the Clause to 
designate what property is subject to a tax [Hales v. City of Kenosha, 29 
Wis. 599 (1872) and Gottlieb v. City of Milwaukee, 33 Wis. 2d 408 (1967)].

In 1965, the Wisconsin Supreme Court ruled that partial exemption of 
improvements to real estate (certain sewer facilities) was 
unconstitutional as a violation of the Uniformity Clause [Ehrlich v. 
Racine, 26 Wis. 2d 352 (1965)]. Again, an attempt to exempt certain home 
improvements completely was also declared unconstitutional in 1978, 
because the tax credits to be awarded to landowners for those home 
improvements resulting in increased property tax assessments violated the 
Uniformity Clause, which is intended to protect citizens against unequal 
or unjust taxation [State ex rel. La Follette v. Torphy, 85 Wis. 2d 94 
(1978)].

In response to a request for an opinion by the Assembly Chief Clerk, 
the Attorney General advised the Wisconsin Assembly, on March 8, 1979,
that an unintroduced site value proposal having certain specific features 
would be unconstitutional. The elements of the site value tax proposal



1  B. LEGAL DEFINITION OF LAND

Common law and most statutory laws include both the geological soil 

and all improvements under, in or on the soil as "land." For example, for 

all tax purposes in Wisconsin, the terms "real property," "real estate" 

i and "land" include:

...not only the land itself but all buildings and 

improvements thereon, and all fixtures and rights 
and privileges appertaining thereto [s. 70.03,

J Stats.].

To avoid statutory confusion as to what precisely constitutes land and 

what is an improvement, statutory modification and refinement of the 

present statutory definition of land may be desirable if a land value tax 

is enacted.

Another problem related to the definition of land is the nature of 

the land defined. Is it an unimproved site or is it a site ready for 

development? Reclaimed land or land with permanent improvements (such as 

H  walls, sanitary and utility systems, roads and sidewalks) may pose

P  problems for assessors, unless t.ie statutory definition clearly includes

or excludes such factors.

C. ASSESSMENT METHODS

In some ways, assessment practices may be simplified under a site 

value taxation system because only comparative land values must be 

determined by assessors. It would no longer be necessary to ascertain the 

fair market value of the very broad range of present and potential 

improvements which a particular parcel of land does or might sustain. On 
the other hand, reliance upon land alone as the principal tax base for 

municipalities makes accurate assessments of land values more critical for 

revenue generating capacity and for tax equity purposes. By contrast, 

errors in land valuation are likely to constitute a minor element in the 

assessment of land plus buildings or improvements under the current 

property tax mechanism, particularly in urban settings. This results 

because usually the improvements are significantly more valuable than the 
raw land —  often by several orders of magnitude.

It seems to be generally conceded by commentators that valuations of 
property now are often influenced by the current "use" of a particular 
parcel, despite statutory directions to ascertain the fair market value 

for its highest and best use (which implicitly ignores current use). 

Merely changing to a site value tax may not necessarily correct that 
prediliction. If continued, the bias will not only undercut some of the



constitutional percentages under a land value tax system, would be legally 

constrained from introducing a land value tax system. Further, removal of 

all property improvements from the tax base in some or all municipalities 

may significantly curtail the potential level of permissible bonding by 

those local governments and school districts. In some cases, the limited 

tax base inherent in land value taxation may impede a municipality's 
capacity to borrow funds for the municipal infrastructure (such as streets 

or water and sewer facilities), which may be necessary to attract or 

retain private development projects encouraged by the site value tax 

itself. Bondholders of existing municipal debt may seek judicial remedies 
to prevent the deletion of the value of improvements from the tax base 

underlying the municipal dibt, on the basis that such deletion would 

impair their security. Any statutory language proposed for the 

Legislature's consideration may have to grandfather a sufficient value of 

improvements in the tax base to cover outstanding municipal debt.

A constitutional amendment to alter the allowable percentages may 

respond to some of the legal issues involved in debt limits in a land 

value tax system -- for example, the extent of a municipality's legal 

authority to borrow. Whether it may adequately respond to financial 
market requirements for sufficient collateral (taxing power) to warrant 

new bonding after the conversion from a property tax to a site tax value 
system is not clear.
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PART IV 

ADMINISTRATIVE ISSUES

Inauguration of site value taxation, of course, requires a change in 

the assessment function. Procedures will have to be developed to isolate 

the value of land from the total value of an improved parcel. Secondly, 
appropriate review procedures and the allocation of partial interests in 
land must be determined.

Administratively, it is very difficult for assessors to ascertain the 
value of unimproved land, especially for parcels where the improvement 

occurred long ago with the cutting of timber or drainage of water. 

Therefore, it is possible that assessors will seek to compute the current 
market value of land in its current or recent status.

This Part only sketches several of the administrative issues which 

may occur with a site value tax and does not attempt to discuss them in 

depth. These include: (a) selection of an accurate assessment method;

(b) allocation of land values to multiple landowners; (c) determination of 
highest and best use; and (d) modification of review and appeals 

procedures.

A. ASSESSMENT METHODS

Four standard methods for assessing land values are: (1) market or

sales comparison, (2) land residual ("capitalization"), (3) anticipated 

development and (4) allocation. Sufficient sales data on unimproved land 

in a variety of geographic locations would be required to validate the 
first method under a site value taxation system. The second technique 

capitalizes the residual income attributable to land that is not otherwise 

attributable to actual or hypothetical improvements. ["Capitalization" 

means the determination of the present worth of a future stream of 

income.] This requires accurate data on income likely to be generated by 

the property. In the third method, site value is the present worth of a 

parcel if it were developed, less the cost of development under the 
assumption that development will occur in the near future. It requires 

accurate data on values of fully-developed land and in the costs of 

development. The fourth method of assessing assumes that a particular 

ratio relationship exists between the value allocated to an improvement 

and that to the land for each parcel. The ratio varies with the age, 

condition, physical characteristic and economic suitability of the 
improvement and requires a suitable data base.
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D. REVIEWS AND APPEALS

It is quite possible that going to a new system would trigger a 

flurry of appeals the first few years.

However, citizen familiarity with land values is generally 

substantially less than with total property values. Therefore, taxpayers 
might be less able to detect or protest assessment errors. Moreover, 

sales data are likely to be unavailable or scarce, which impedes the 
capacity of the taxpayer to challenge an assessment of land under the site 

value taxation system.

One possible solution is the preparation of site value maps by the 

assessors. These may highlight unusual assessments, within various 
neighborhood areas and, thus, provide a basic tool for review and appeal 

procedures.
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PART V

PROS AND CONS OF SITE VALUE TAXATION

This Part summarizes an extensive and detailed discussion of pros and 

cons of site value taxation as presented in Ch. VIII, Report Relative to 

Site Value T axation, Massachusetts House Report No. 6075, prepared by the 

Legislative Research Council, March 12, 1980.

A. ARGUMENTS IN FAVOR

1. Economic Arguments

a. The supply, quality, rehabilitation and remodeling of buildings 

will increase.

b. Redevelopment of blighted urban areas will accelerate.

c. A more efficient allocation of resources will occur because the 

transfer of ownership to the most intensive user will be facilitated.

d. Employment opportunities will increase.

e. The increased supply of housing, office, merchandise and other 

units will force down rents and sale prices and, thus, make possible lower 

prices of products.

f. Speculative land holding will decrease.

2. Equity Arguments

a. Removing the tax on improvements eliminates an unfair tax which 

penalizes and discourages initiative and enterprise.

b. A tax on land is a tax on unearned income, which is more suitable 

for heavy taxation than a tax on improvements which are the product of 

labor and capital.

c. A tax on land values (or the "social surplus" or "economic rent") 
generally cannot be shifted from the owner whereas a tax on improvements 

is a taxing of social costs which can be passed on in the form of higher 

rents.



c. The amount of valuable land held idle will decline.

d. The level of land jse with a more valuable potential will rise as

the profit motive operates more effectively and brings the level of land
use closer to that for which it is zoned.

e. Redevelopment of urban land will be accelerated through the 

economic feasibility of early and timely recycling of uses of property.

B. ARGUMENTS AGAINST

1. Neutrality of Existing System

a. The site value tax is not an ad valorem or proportional tax on 
the entire real estate asset. Therefore, a large segment cf property 
value will remain untaxed.

b. A site value tax constitutes a higher percentage of the value of 

land-intensive real estate developments compared to those with 
above-average ratios of improvements to land.

c. The existing property tax system is neutral with respect to 

investment decisions among various alternative types of real estate 

investments, because the owner cannot reduce his relative tax burden by 
choosing a particular type of use.

2. Non-neutrality of Ad Valorem Site Tax

Land can only be productive if used. Its current and potential 

productivity are determined by the improvements that are or will be placed 

upon the land. Therefore, real estate investment decisions are decisions 

made with regard to land development, its nature and its timing whereas 

ownership of land is only part of the entire process.

3. Alleged Benefit of Capital-Intensive Use of Land

Not every case of intensive site development is a laudable activity. 
Whether artificial stimulation of real estate capital formation by a site 

value tax is a desirable objective must be decided on the basis of 
macro-economic public policy analyses for particular situations, rather 
than on a blanket policy.
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c. Society already recaptures a portion of socially created values 

by means of the federal and state capital gains taxes and through property 
tax based on capital value.

d. Site value taxation will enable society to share only very 
slightly in the profitable activities of speculators, while taking an 

inordinate share from other taxpayers.

9. Control of Urban Sprawl

Site value tax advocates ignore some of the nontax reasons for urban 

sprawl such as larger lots, better schools or a neighborhood of young 

families. Business operations may seek larger lots for expansion, to be 
closer to transportation facilities or to escape areas with growing social 

problems. Moreover, labor costs are a far greater determinant in business 
decisions to relocate than taxes are. These factors may overwhelm the 

effect of the site value tax on controlling urban s p r a w l /

10. Control of Speculation

a. The major portion of urban .land is zoned for use, not for 
speculation.

b. Elimination of speculation in any field largely destroys 

risk-taking which is a vital part of human enterprise.

c. Since speculators can be taxed only on the assessed valuation of 

land, the speculator's purchases and subsequent sales of land could well 

take place during a rapidly rising market, before reassessments are 

effective. Thus, speculators may evade the negative pressures of a site 
value tax.

JMB(DJS):kja;kjh
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H o n .  H e n r y  S p r i n g e r ,  R e p r e s e n t a t i v e  
C h a i r m a n
H o u s e  C o m m i  t e e ,  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s

CS FOR HOUSE B I L L  NO.  4 7 b

T h e  A l a s k a  A s s o c i a t i o n  o f  A s s e s s i n g  O f f i c e r s  w o u l d  l i k e  t o  t a k e  
t h i s  o p p o r t u n i t y  t o  i n f o r m  y o u  a n d  t h e  C o m m i t t e e  o f  o u r  
p o s i t i o n  i n  r e g a r d  t o  HB # 4 7 b .

I  h a v e  c o n s u l t e d  w i t h *  a  m a j o r i t y  o f  a s s e s s o r s  t h r o u g h o u t  t h e  
S t a t e  i n  r e g a r d  t o  HB # 4 7 5 ,  a n d  t h e  u n a n i m o u s  c o n s e n s u s  w a s  a n  
u n q u a l i f i e d  o p p o s i t i o n  t o  t h e  b i l l .  HB # 4 7 5  c o n t a i n s  s o  m a n y  
p r o b l e m a t i c  a s p e c t s  t h a t  i t  i s  d i f f i c u l t  t o  s i n g l e  o u t  a n y  o n e  
g i v e n  p o i n t .  P a r t i c u l a r  a t t e n t i o n  s h o u l d  b e  d r a w n  t o  . s u c h  
a m b i g u i t i e s  a s :  i n c r e a s e s  s u b s t a n t i a l l y , i n  t h e  a r e a , p l a n s
f o r ,  a n d  u n d e v e l o p e d  l a n d . T h i s  p a r t i c u l a r  l a n g u a g e  w o u l d  m a k e  
t h e  i m p l e m e n t a t i o n  a n d  a d m i n i s t r a t i o n  o f  t h i s  b i l l  a  l o g i s t i c a l  
a n d  q u a n t i t a t i v e  n i g h t m a r e .

I t  i s  a l s o  f e l t  t h a t  a l t h o u g h  t h e  b i l l ' s  i n t e n t  a n d  f o c u s  i s  o f  
s i n g u l a r  i n t e r e s t ,  i t  w o u l d  h a v e  m u c h  f u r t h e r  r e a c h i n g  a n d  
d e v a s t a t i n g  i m p a c t  t o  o t h e r  a r e a s  o f  t h e  a s s e s s m e n t  
j u r i s d i c t i o n .

T h e  b i l l  i s  c o n t r a d i c t o r y  t o  s t a t e  l a w  r e o '  i r i n g  t h a t  p r o p e r t y  
t a x a t i o n  a n d  a s s e s s m e n t  b e  b a s e d  o n  f a i r  m a r k e t  v a l u e .  T h i s  
c o n c e p t  i s  d e s i g n e d  . f o r  t h e  d i s t i n c t  p u r p o s e  o f  i n s u r i n g  t h e  
f a i r  a n d  e q u i t a b l e  d i s t r i b u t i o n  o f  t h e  l o c a l  t a x  b u r d e n .  HB 
# 4 7 5  w o u l d  d e s t r o y  a n y  s e m b l a n c e  o f  e q u i t y .

B e c a u s e  o f  t h e s e  c o n c e r n s  a n d  o t h e r  p r o b a b l e  i m p a c t s ,  t h e  
A l a s k a  A s s o c i a t i o n  o f  A s s e s s i n g  O f f i c e r s  i s  h e r e b y  o n  r e c o r d  a s  
d i a m e t r i c a l l y  o p p o s i n g  HB # 4 7 5  i n  i t ' s  e n t i r e t y .

S i n c e r e l y ,

i

P r e s i d e n t
A l a s k a  A s s o c i a t i o n  o f  A s s e s s i n g  O f f i c e r s
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April 6, 1980

TO;

FROM:

SUBJECT;

As Assessor of s  community with many r u r a l  la rg e  p a rc e ls  of land, we view the 
exemption o f p roperty  tax , based on in f lu e n o e s  o f  o th e r  p roperty  use , p lans, 
or ao tu a l  o on s tru o tio n  not in  the  p u b lic  i n t e r e s t .

The ooncept p resented  in  HB475, fo r  a very  sm all number of o i t i z e n a ,  ignores 
im portant reasons fo r  a p p re c ia t io n  of value whioh a re  r e a l  and reoognized in  
the market plaoe.

Departure from the  co rners tone  of uniform and e q u i ta b le  assessm ent, based on 
market fa o to ra  oontained in  AS29.45.110, i a  ominous in  a s t a t e  known fo r  
equ ity  in  assessment s t a t u t e  and p ra o t io e .

This oonoept in tro du o es  a d i f f e r e n t  s tandard  o f  assessment le v e l  fo r  o la sses  
of p rop erty .  I t  i s  q u i t e  d i f f e r e n t  from Farm Uae Assessment where tax  i s  
p a r t i a l l y  d e fe rred  based on a g r i c u l tu r a l  use and w ith  l e g i s l a t i v e  in te n t  to  
m ain ta in  open space. This b i l l  I s  not m otivated  by i s s u e s  of public  b e n e f i t  
but d ire c te d  to  b e n e f i t  a amall number of 40 aore  peroe l owners who oan bank 
on increased  market value r e s u l t i n g  frc© ad jao en t development.

This b i l l  d is tu rb s  the  oonoept of u n ifo rm ity  and eq u ity  but a lso  baaea 
asaesament on p rop erty  ownership r a t h e r  than market value of p roperty . 
Without very s t r i c t  s tandards  d e f in in g  " s u b s ta n t i a l l y " ,  "p lans" , "major" and 
"time of in c re a s in g " ,  I  have p ro fe s s io n a l  re s e rv a t io n  th a t  these  
d e te rm ina tions  oan be made or supported , I  oan v i s u a l i z e  very s tro n g  argument 
t h a t  a Comprehensive Land Use Plan ohangs or proposed highway, school, r e s o r t ,  
e t a ,  would a f f e c t  la rg e  a reas  and have overlapping  spheres  of influ*noe which 
would s e r io u s ly  a f fe o t  loo a l  governments, bu t,  worse, inc rease  the  looa l 
e f f o r t  req u ired  from those not b e n e f i t te d  by the  major development,

For those few 40 acre  p lus landowners who f e e l  th re a ten e d , o p p o r tu n i t ie s  e x i s t  
i n  zoning ordinances to  r e s t r i c t  h ig h es t  and best use of p roperty  and thus 
a f f e o t  value assessed .

oo; Wayne Raerer, P re s id en t  AAAO 
Mike Worley -  S ta te  Assessor 
Soo tt  Burgess -  AML Exeo, D irec to r

House Community 4 Regional A f fa i r s  Committee 
R ep resen ta tive  Heinrioh S p r in g e r ,  Chairman 
Committee Members -  B.Cato; A.Herjtja^nn; V .C ollina j  J.Zawaoki

Cary A. Lewis, Borough Asseaa

HB475


