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Farmland Preservatmn Program Changes ,
(Shared Revenue and Tax Rehef - Property Tax Credlts)

[LFB '1_999%01_ Budget Summary: Page 543, #4, Page 544, #5 (par) and Page 547, #6]

CURRENT LAW

‘The farmland preservation credit received by eligible claimants’ depends on the interaction
of - household .income ‘and allowable property ‘taxes and on the contract, ‘zoning or planning

-~ provisions-that cover the land. . The initial: step- in- the credit: formula: determines the income

- factor, -which can. be interpreted as the -amount. of income that a household can afford to
. contribute to payment of property taxes. By including higher percentages of i income as. mcome
. nses the income factor mtmduces an eiement of progmsszvzty to thc program S

- 'I‘hc ;mcc}me factos' 18 then deducted from chgible properiy taxes ($6 OG{) mammum) to
detenmne what portion of the 1ax is "cxcesswe" for a claimant with a.particular income. level.

o The " excessive” pmpe:rty tax is then prorated to detcnmne the petentxa} credit, which guarantees_

‘that clannants of all income leveis continue to pay, part of their property tax; wath larger farms
paying a hxgher percentage. The potential credit amount is then adjusted to 70%, 80% or 100%
. of that amount, depending on the degree of land use restncuon with larger credits given for
more restricuve conditions. - o - SO TR

_ Fmally, regardless of income, cla.xmants may rec;ewe 10% of the;r cthble property taxes
if that amount is larger than the tax credit fommla amount These claimants are generally those
with a high income level compared to their property taxes. As a result of their relatively higher
income, their “excessive’.property, taxes are reduced to the point where it is more. beneficial to
. receive the minimum credit.
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GOVERNOR

Modify the formula used to compute farmland preservation credits, effez.fi;tii}é with claims
_ filed for tax years beginning after December 31, 2000. Sunset the farmland preservation credit
provram, with no new credits to be pmd for a tax yea: that begms after December 31, 2002.

Elzg:ble Applicants. Delete the reqmrement that c:laxmants submit a c:opy Gf their famﬁand
prcservatzon agreement or a cemﬁcate from their 1ocal zonmg authonty that cemﬁes that their
Replace this wzth a requzrement that clmmants submxt a copy of a certificate of compliance w1th
local soil and water conservation requzrements, issued by the ‘county land conservation
committee having Junsdlcuon over the clazmams farmland. A certificate of complzance would
_certzfy ihat the state and local- soil and water conservanon standards that apply to a claimant’s
' farmland are bemg met. The effect of these ‘changes. is to‘allow all farmers who meet soil and
water conservation standards to claim a cz:edzt rather than only those covered by a famﬂand :
prcservanon agreement or exciusave agrzcuitural zoning. The bill would not require county land.
conservation committees 1o pmwde potenuai ciaﬁnanﬁs a ce:rt:ficate of comyhancc thh sml and
water conservation standards. Vi : '

. Credit Computation: .- Reduce the amount of property taxes that can-be used in computing
& credit from: $6,000 10:$4,000. Specify that the potential credit would be calculated as 40% of
..~the first :$2,000 of excessive property. taxes: plus 60% of the next $1,000:of excessive property

: ‘taXes plus 70%-of the next $1,000 of excessive propeﬂy taxes: Under current law, the potential
«credit is.caleulated as 90% of the first $2,000 of excessive property taxes plus 70% of the second

. $2,000 of excessive preperty taxes plus. 50%. cf the thzrd $2,000. of excessive property taxes, .

" Excessive property taxes equal total elzgibie property taxes minus an. mcomr: factc}r, which thc '
bill'would not ‘modify. ' Under thc bill, the’ malm’um potenual credxt would be $2,100, rather.
_ than $4, 2{}0 under cnrrent law.’ Specxfy that clmmants may receive a’ credzt equai o 10% of their
“total ehgﬂ)le property taxes,’ _wh}ch would be imuted to $4 OOG !31‘ the amoum computed under
E "jthe pmposed formula, whachever is Weater ' 5

Estabhsh that the credzt amcunt using the household income and property taxes for the_
year for which a claim is filed, could be the greater of the credit as calculated under farmland
preservauon law: (a) as it exists at the end of the year for whlch the claim is filed; or (b) as it

“existed on the date on which the fann}and beca;me subject tx:: a current camﬁcate of comphance
o 1ssued by a ccmnty Iand ccnservatzon comm;ttee ' :

" Specify that current’ ‘Taw provisions' that reduce the potentzal credit ‘based on the type of
land use restrictions affecting the claimant's farmland do not apply to claims filed for tax years
beginning after December 31, 2000.

Land Use and Soil and Water Conservation Requirements. The bill would also modify the
farmland preservation agreement, agricultural preservation planning, exclusive agricultural
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zoning and soil and water conservation requirements: associated with the modified credit
requirements. DATCP would not be aliowed to enter into any new famﬂand preservation
' aorreements after the ﬁffcctive date of ’the bzli : '

Sale, Donation and Tmnsfer of Praperty Devefopment Rzghrs " Establish” statuiory
provisions and procedures related to the sale, donation and transfer of property development
_rights associated with farmland _to the _state, countries, mumc1pa11t1es and nonprofit

o orgamzahons Defme development ngh’cs to mean a holder’s, _nonpossessory interest in
~_farmland that i 1mposes a hm:atahen or affmnatlve obhgatxon, the purpose of which is to retain or
- pmtect natm'al scenic ozr open space values of farmlancf assunng the. avaliabﬁlty of. farmland

 for agrzcuiturai forest, wildlife habitat or. open _space use, protecting natural resources or
_ _mamtmmng or enhancmg air or water quahty N

Fannland Acreage Credzt mede $500 GPR m 1999~00 aﬂd $1 OGO GPR in 20{){) OI 10
" fund the estimated cost of the farmland preservation acreage income tax credit, created under the
. bill. Spemfy that the acreage ‘credit would be a refundable income or: franchase tax credit that _
_,would first be available:in tax years: begmmng after Eccember 31,1998, with funding provided .

- from a sum sufficient, general fund. appropnatwn Al}ow a claimant to receive both a farmland
- preservation credit and a farmland preservation acreage credit. Provide that if a claimant sells,
-donates or-transfers the: develcpment rights.to the: cla:;mants land; the-amount ‘of the- acreage
credit for such.land would be: (2) 50 cents.per acre, if the- famnng nghts on the acreage are
retained; or (b) 30 cents per acre, if the farming nghts on the acreage are not retained. Specify -
-~ -that no new claims for the acreage credit could be made for 4 tax ‘year begmmng after December '
312902

"DISC"GSSION 'POiNTS-- i

The farmland preservation tax credit program responds to three different policy goals; (a)to

presérve agricultural land and open space and ‘encourage local land use ;yiamnng, (b) to encourage

compliance with state soil and water conservation standards; and’ {c) to prov;de tax: rehef to owners
of agncuitura} land. -In considering the proposed changes to the farmland preservation program, it
may be useful to ccﬁmdzer which policy goais sbould be the focus of the program anci thch if any,
should be elmunated S

" The first part of ‘this paper discusses the three goais associated with '’ the farmland
preservation tax credit. That discussion i is foﬂowed by an anaiyszs of how the cument farmland
preservation program is meeting those aoals and how other emsﬁng or alternative state programs or
policies meet each of those goals.

Estimates of credit costs in the 1999-01 biennium reflect the impact that SSA 2 to SB 114
would have on agricultural property taxes in the state. That bill, as amended by the Committee’s
substitute amendment, would replace the current per parcel lottery credit with a lottery and gaming
credit for principal residences and would double the size of the farmland tax relief credit.

Shared:Revenue and Tax Relief -- Property Tax Credits (Paper #866) ‘Page 3




Farmland Preservation and Land Use Planning - -

1. ’I‘he ;mpact of urban and suburban growth on the avaalabxhty of land for agr;cdturai :
production has been a concern for several decades. However, in the 1970s this concern intensified
nationwide, when several states, mcludmg Wisconsin, developed programs to slow the conversion
of agncultm‘al 1and to ()ther uses.

2. Among the policy issues related to the impact of z_i_rban and suburban growth is the
'1oss of sarne of the country’s most productzve agncuitural land to deveiopment These losses have
Can 1mpact on the rural culture and landscapes, as well as on the number of farms and the makeup of
the farm’ f:ccnemy, ‘which could have 2 longmterm food supply anact Also, it is argued thiat rapid
growth or “sprawl” in these historically rural areas can lead to und15c1p11ned or patchwork
approaches to land use, which may lead to a more dispersed population. Such growth may result in
_mcreased COSIS to tax and rate payers as the demand for transportatmn utﬂzty, emergency and omer

':pubizc services becomes more wzdespmad

' 3 A rec:ent study by Northem {l}mms Umverszty adenuﬁeci the prime farmland areas of
the country ‘that ‘are’ experiencing their state’s most: rapid - development. ' The ‘study identified ‘an
11,020 square mile atea, consisting primarily of southeastern Wiscorisin, with portions of northern

- Hlinois; as the third most threaténed, prime agricultiral ‘area in the country. The study indicates that,
because of suburban growth in the Milwaukee-Racine, Janesville-Beloit, Madison, Rockford and
- Ch:cago areas, soine’ of the best farm}and in these areas is belng used for deveiopment

4 I_ - The followmg table compares the acreagc of land in farms in the state over the past

| 18 yeaxs by regzon of the state

Comparison of the Number of Acres in Farms :
1980-1998

-Dzstnct : Sl 1980 S E990 1998 - % Change
Northwest o 1,950,000- 18300{3{): 1,660,000 -14.9%
North Central. 1,925,000 1,740,000 1,570,000 -18.4

- Northeast 1,035,000 . 980,000 850,000 -17.9
West Central 3,162,000 3,040,000 2,910,000 80
Central 1,735,000 1,640,000 1,580,000 -8.9
East Central 2,280,000 2,130,000 1,980,000 -13.2

_ Southwest 2,960,000 2,930,000 2,710,000 - -84

© South Central 2,545,000 2,420,000 2,340,000 -8l
Southeast '_1.008.000 890,000 800,000 206
Statewide Total 18,600,000 17,600,000 16,400,000 -11.8%
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5. -For ‘many-areas of the state, the land use requirements associated with the farmland
preservation program ate the most significant land use planning efforts conducted at the local level.

Soil and Water Conservation

6../: Over the past two decades, the federal and state governments have developed
programs -and provided funding aimed at maintaining agricultural ‘and rural resources through
reducing soil erosion and nutrient runoff from farmland and farm operations. By removing fertile
topsoil, soil erosion reduces the productivity of agncultural land and conmbutes to the degradation
of water quality in streams and lakes.

7. Nonpoint source pofhmon is generated from sources that are dszuse in nature and
have nosingle, well-defined point of origin; such as factor;{es or mumc:lpal sewerage systems. Soil
erosion and runoff of nutrients and sediment from’ agncultural ﬁeids and operations are believed to

~ be major ‘contributors to nenpomt source polmtmn DNR estxmates ‘that nearly one-half of the

lakes and streams within assessed watersheds are degraded by nonpoint sources, with an additional
. one~quarter considered threatened. Wlthm these areas, nonpoint source pollution is responsible for
90% of the observed ciegradatlon in lake water qnallty ‘and 40% of the observed degradanon in
_ si:ream water quahty - RO g Sy

e 8' In recent years, both federal and state 1egislauon have begun to. focus on nonpomt
y _sources 0f water poliutzon Add;izonal federal  requirements  aimed  at controlling runoff -from
_.'agncu’iturai iand and amrnal _operations are hkely to. be forthcoming. - Provisions. in. 1997 ‘Act 27
-;-'.requxre state and Ic)cal Water quality standa.rds for agricultural facilities and prescribe the. practices
and. standards fm‘ farms to hrmt nonpoint source. pollunon and. achleve water -quality. Also, Act 27

- authonzed staxe and locai govemments 10, prolub:.t certam practtzces and acﬁvmcs assecxate:i w1th.: e
: "agnculmrai operations. P L _ s

g In order to assist faxmers m meetmg these reqmremcnts, the state and federal
governments have established several programs to provide farmers with financial assistance o
~install practlces or facilities on farms that control nonpoint source water pollution. These practices -
range from c:onstmcnng manure Storage facﬂxtxes fo paying farmers fo reduce the amount of tillage. -
~ performed on cropland. The followin: g table lists the proposed level of state and federal fundmg for
soil and water conservation in the state for 1999-01, exciuchng the fundmg associated with the
farmland preservation tax credit.
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Funding Provided in 1999-01 for State Farmers to Meet Federal and
State Soil and Water Conservation Requirements {$: Millions)

DATCP
.. Land and Water Resource Management Grants - . o $114
- Conservation Reserve Enhancement Program Sl;ate RIS o116
Nonpemt Source Grant Fundmg e 4L
- USbA : : T
Canservaxmn Ressrve Enhancement Program o 74
_‘Conservation Reserve Program = _ o Y £ | B
L Env;ronmemal Qualzty Incentzve Program 62

10.  The majority of the state funds are provided as 50%-70% cost-sharing grants to
farmers to fund soil conservation and water pollution control practices. However, some of the
- funding would be used to prov1de grants for: cozmt;es to hire staff to assist farmers when they initiate

conservation’ practxces or install related- facilities. “The' state ‘bonding’ for the conscrvanan Teserve
‘ enhancement pregram (CREP) is contained “in the proposed reauthorization “of ‘the state’s
: "stewardslnp program. The federal fundmg 18 provzded dzrect}y to farmers thmugh the county USDA
“offices:” The* federal’ funding assocaated with the” conservation reserve ‘and CREP ‘programs is

‘-'_generally mtended to provide per: acre: amounts to: fazmers wﬂimg 10 remove land from producuve-? s

agricultire as a soil and water conservation-measure. - However, 2 31gmﬁcant amount of the funds
~_may be used to provide cost-sharing grants to initiate conservatmn pracnces or install related
' 'fac:hﬁes on or adjacent to, productwe agncultura} 1ands '

R | 1 “The state” and federal fnndma 1nd1cated above is. ot prowded umfomﬁy thrcmghont-
o *the stabe ‘Rather, the fundzng tends to be f@cuscd on a;mas of the staxe whera soﬁ and water
' "conservatxon is ahlgher pnomy e : :

Farmiand Property Tax Relief

12.  For several decades, Wisconsin farmers and farm groups have contended that
property tax relief for farmers should be a legislative priority. This contention has been based on
two basic arguments. First, that farming is a land and property intensive industry, compared to
other forms of business, causing farmers to pay a disproportionate share of the costs of financing
local government expenditures. Second, that farm property taxes in Wisconsin rank among the
highest in the country, which hampers the relative competitiveness of the state’s farmers.
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w0130 In recentyears, farmers have received property tax reductions due to the state’s
assumption of two-thirds funding of partial school revenues and due to the state’s use value
assessment law. However, Wisconsin farmers continue to rank high in the level of property taxes

~’paid in comparison to farmers in ‘most other states. “The followmg table provides estimates of farm

“tax rates for the ten states with the highest rates and the nation asa whole. The table does not reflect
credits- that ‘the various ‘states ‘may provide though ' the income tax System, such ‘as the farmland
preservation credit.

Comparisen of Farm Rea] Estate Praperty Taxes to Farm Vaiu&s -

for 1994 and 1997 'I‘ax Years
; 1994 Proper{y Taxas e el .- --1997 Property Taxes
g gger§100 ofvalue} P it : {mrﬁimofvaiueg
: -':Ali 48 Conﬂgm)us States s $G TS, i S i f Alf 48 Cennguous States -$O.71'--'- .
Wis_con_sm :2.35_ ' “Wisconsin. 2.05
New York" R B2 NewYork - N 1.88
CNebraska o T SR URggT L LT L T  Nebraska' - : "1.36
cMichigan o e v w1320 e oo o o New Hampshire o o 21220
New Hampshire _ 1.20 i e .- Maine _ . 121 .
South Dakota ' 116 " Oregon o 1.21
Iowa 1.13 _ Vermont 1.20
eNermonte o e s 10000 v s et e SouthiDakota o e 1.14
ﬁanesota o Aps e ... Minmnesota . . 1.03

_ The farm tax rate in Wzsconsm Wlli lzkely drop as use value assessment contmues to ’oe_
o "phased in. For example “based on ongomg 10ttery and: ‘gaming credzt fundmg of $112 5 mﬁhon'
annually, if use value assessment had' been’ fully phased~m at ‘that time, the estimated 1999
'agnculturai propcrty tax Tate would have been $1 27 per $10{} of market value '

Famﬂand Preservatmn ’I‘ax Credlt

14. The current famxland preservanon program provides tax incentives to eligible
owners of farmland for agreeing to maintain‘their land inagricultural-use or as open space. In order
for landowners-to qualify for'tax credits; counties must have county: agncultura} preservation plans

~“that identify ‘areas “of -agricultural preservanon and transition areas, which arethose areas in
~ “ agricultural use but targeted for ‘development. - “Landowners. in these ‘dreas may qualify fora tax

credit if ‘a county ‘or municipal ordinance restricts their'land to” agncuitural use through ‘exclusive
agricultural zoning.  When land is’ deszgnated ‘as agricultural preserva{;on or transition land in a
county agricultural plan, a landowner may enter into a farmland presetvation agreement and réceive
*a tax credit. - Credit recipients who remove their land from‘exclusive agricultural zoning or-from an
agreement are required to pay back the amount of tax’ credﬂ‘s rescewed in the prevmus ten years
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15, The following- -p_oints relate. to the current program as a:land use planning
. mechanism: : . st Coivmn L s rhas o :

. . ..9. Pammpaﬁon in: the fa;:miand preservauan program: pea}ced in 1990~91 at ‘nearly
..25 OO() clmmam‘s In 1998, DATCP estimated that 8.1 million-of the state’s 16.4 million acres of

- farmland were covered by exciuSWe agricultural zoning or farmland preservation agreements

. Proponents of the land use aspects of the program contend that making the tax credit
contingent on local planning and zoning encourages counties and municipalities to make planning,
zoning and land use decisions that may not otherwise-be made. While not eliminating development
of agricultural land, the program’s land use planning and exclusive agricultural zoning requirements
have forced local officials to make affirmative rezoning decisions regarding where development
- should occur, and this has inhibited development in Some areas ‘of the state. Proponents contend
that einmnanng the. farmiand. preservation ‘and land use reqmmments of the tax credit program
would. remove a strong mcentzve for counnes and mumapalmcs to perform planning and zoning
-acnvmes - :

:. " Some argue that. the current farmland preséi‘véﬁdn program does not effectively
focus the program’s resources-on those agricultural properties that are under the most development

pressure, since some tax credits are paad for land that is hkcly to remain in farming.

. Others contend thaz a: 100% property tax credxt on farmland would not: lzkeiy limit
growth in some areas of the state where there is the most axtreme development pressure. Therefore,
it is argued that the credit should be focused on the land that is most likely to remain in production.

Some argue that the 51gnup of new agreements should be ehrmnatcd and the focus of

_ 1the program shouid be on exciuswe agncuimral zoning areas because th;s is a more- ccmprehcnswe' o

'Iand use tool. Excluswe ag;nculturai zoning . encompasses 1a.rge, cormguous blocks of farmiand,
w}n}e famajiand preservancn agreements preserve farmland on a parceluby-parcei basis. Further,
zoning provides farms protection from neighboring, mccmpanblf: uses and' from development on
surrounding land that can exacerbate development pressure. Finally, local Junsdmnons have
procedures in place for momtcrmg and enforcing zoning ordinances. . The degree to which Jocal
officials similarly enforce the land use requ;remants under individual agreements varies.

_ . Gthers contend thai: 1Qcal units. Of gtwemmeni t00 frequenﬂy appmve rezones from
exclusive agricultural zoning in.areas under. development pressure. . Further, DATCP is not
proactively.collecting the required paybacks of the credit on rezoned acres,: . Since the program’s
-inception in 1977 through June, 1998, DATCP has processed apprommately 11,000 requests to
rezone atotal of 127,000 acres out of exclusive agricultural zoning. This.equals only 3% of the total
program acreage in 1998. However, rezoning requests that have eccurred since 1994.account for

_nearly 35% of that acreage... Further, six counties (Dane, Jefferson, La. Crosse; Rock, Sheboygan
and. Walwerth), which are under development pressure, accounted for. 569 of the rezoned acres.
Historically, DATCP: has. found that approximately 65% of the land rezoned out of exclusive
agricultural zoning is rezoned for residenttal use.
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16.  The following points relate to the: current program as a soil and water ¢onservation -
mechanism‘

. The soﬂ and water conservation aspccts of the current. credlt were added as‘a’‘policy
i ..geai to.ensure. that the state did not provide:atax credit to farmers who were not practicing sound
. soil-and water conservation practices. Soil and water conservation has been a subordinate: policy
goal:for the program, in that the land use msmcuons associated w;th the fannlanci play a much
greater role in-determining the size of the credit..

-+ & Some contend that the credit should:be expanded to'includeall farmers in the state
-~ who are:practicing sounid soil and water coniservation, rather than only those Who also meet the land
- ‘use restriction aspects.of the program. The bill would do this, by shifting the focus toward soil and
‘water conservation. Others argue that soil and waier conservation should not-be the pﬁmary f(acus

-~ of the program because several grant programs are. already avmiabie 3;0 meet thls ooal -

S 5’---51'_!. = Another issue assoczated w1th the soﬂ and water conservatlon aspects of the provram -
i reiates to’ the deg.ree to'which the reqmrement has: been enforced.” Coumy conservation staff enforce
- the program.’ It is estimated that, on’ average; c:ounty staff- v1slt each claumant 'S property orice every
- six years. Therefote, the annual level of noncompliance with this requirenent could be greater than-
reported. In 1997, 33 -of the nearly 22,000 tax credit claimants (0.15%) teceived notices of
noncompliance with the program’s soil and water conservation requirements and had their credit
claams rejected

' - 17 L The follewmg pomts rclate to the current pregram asa property ta.x fehef measure

:'. paid to farmers under farmland preservation agreements. or exclusive’ agnczﬂmral zZoning; mciudmg' '
nearly -$20 millionin 1997-98: In :1997-98, the average percentage of property ‘taxes offset by
farmland preservation:tax -credits was 25.8%." Those that received an amount greater than'the 10%
nummum credit recelved on average -a credit equa} to nearly 50% of the1r taxes.

. Since 1996-97, credits have declined due to the assumption of twe-thxrds funding of
partial school revenues by the state and as a result of the state’s use value assessment law. The shift
to use value assessment will likely continue to have a downward impact on the property taxes
associated with agricultural land and the corresponding credit payments. Credits totaled $28.4
million in 1995-96 and are estimated to drop to $18.1 million in 2000-01.

. The farmland preservation tax credit does not provide property tax relief to all
farmers. In 1997, approximately 38% of farm operations that met the income definition of a farm
received a credit.

. The income factor has come under scrutiny in recent years because it has remained

the same since 1987, when off-farm income, including spousal income, was added. As incomes
have grown, this factor has decreased the level of tax credits.
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- Modifications to the Existing Farmland Preservation Program

18.  The proposed sunset provision and formula changes would apply to all farmland

. preservation claimants. . According to DOA, these modifications were ‘not intended-to apply to
- claimants who hold: a-farmland preservation agreement, but-rather to new claimants and claimants
. who.currently file under’ exclusive agricultural -zoning. - DOA intended -that current agreement
- - holders would continue 1o receive -credits as calculated under current law until their agreement
expires or is relinquished. In order to meet this intent; the bill would-have to be amended.

_ .19, .. DQA indicates that the proposed modifications and sunset-are intended to force a
review. of the program. : The Govemor’s Budget in Brief-indicates that the proposed changes are in
response -to .criticism of the program.in recent years by agncultural-interests, local units of
government and state agencies because of the cmbersome structure of the prc;gram and the lack of
ciear polzcy goals - I i . _

20 The bﬂl wauid ehmmate the farm}and preservaﬁon and: iand use planning pohcy
_ ,_;__-aspects of - the program effcctwe for tax: years begmmng after December 31,/2000. - Further, the
L propcsal Weuld not_allow DATCP :to: enter -into. -any. new farmland presewaﬁon agreements,
. beginning on the effecnve date of the bill. DOA. indicates that the bill’s comprehensive planning
.. -provisions would replace farmland preservation as: the land use pianmng vehicle for local units of
::govemment o N B o I . . A

21.  The tax credit formula created under the bill would reduce the mammum pr;).f.;erty
tax credit-by half, and would expand the eligibility to all farmers in the state who are in compliance
with soil and water conservation standards. It is estimated that in 2001-02, the first year in which

o the .__I_l}@dlﬁcd_crechis would be paid, the costs. of the pmposeﬁ credit could range between $11.2 -

* million, if no additional farmers participate in the program, to $27.5 million, if all currently eligible
. farmers participate.. The following table compares the credit that would be received under current
law :and the proposed credit, for claimants with various levels-of income and property taxes. -
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: Compafison of Current Law Credit and Proposed Credit

Property Taxes .

Income- $1.000 $2.000 . $3000 . . $4000 - $5000 $6,000
Current Law B — .
$0 $900  $1,800 $2,500 - $3,200 $3,700 $4,200
10,000 585 1,485 2,255 2,955 - 3.525 4,025
20,000 100 385 1485 2,255 2,955 . 3.525
300000 100 200 0 300 405 1,305 2,115
Proposed Credit '
$0 $400 $800 $1,400 $2,100 $2,100 $2,100
10,000 © 7260 660 1,190 1,855 - 1,855 1,855
20,000 1000 260 0 6607 0 1,190 1,190 1,190
30,000 100 200 300 400 400 400
Percent Change SELL S : - e
$0. . . 556% . -556%. - -44.0% -34.4% 432% ¢ -50.0%
10000 . -556. . -356 -47.2 -37.2 474 539
20,000 00 556 556 . . 472 -59.7 662
30,000 00 . 00 00 -1.2 693 . -81.1

22. By deleting the land use aspects of the program, the bill would establish a credit
program that provides property tax relief to farmers who meet soil and water conservation |
standards. “However, unlike other programs that provxde ass;stance to farmers who meet these
standards, the proposed credit program would not target those areas of the state most in need of
water quality improvement. If encouraging-soil and water conservation is a secondary goal, the
Committee -could focus  on .whether the proposed credit is the most desirable: means of
accomplishing the remaining goal, property tax relief.

23. If the Committee decides to retain a state program to encourage farmland
preservation through land use restrictions, there are a number of alternatives that could be
considered. These include retaining the current program or developmg new programs that target
this ob]ccuve in different ways : : : -

24,_ Under the current stmcmm prohlbmng the state from entering .into adchtxonal
faxmiand _preservation. agreements would focus future tax credits toward those areas concerned
enough about the loss of agricultural resources to develop.an exclusive agricultural zoning
ordinance. Over time, this could allow larger tax credits in areas where local governments have
made a commitment and planned for the preservation of agricultural land.
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25. Some have:argued that the funding currently provided for the tax credit could be
converted to a per acre grant program. Grants could be provided only in those areas willing to adopt
exclusive agricultural zoning ordinances. This would continue to focus the program on land use and
would. delete the income factor: reduction to the tax credit under the current formula, in that
everyone would receive the same per acre credit amount regardless of income. Also, this approach
would de-link the program from agricultural property taxes, which have declined in rec:ent years and
have had the effect of iowenng the total credits assocmted with the program.

©26. Thxs type of grant program wouid relegate the property tax relief aspects of the
current credit program to a secondary role. A}though the grants would still lower the property tax
burden for recipients, they would not be proportional either to the total level of property taxes or a
measure of “excessive” property taxes. . .

S 27. ’I‘he per acre grant program cou}d be adxmmstcred by I)ATCP which currently
handies some of the sta;e»lﬁvel administration and comphance aspects of the farmland preservation
program. If the.current tax credit were convcrted to a grant program in 2()00»01 an estimated $18.1
million would ‘be available. However, it is estimated that agreement holders would receive
approximately $4.4 million of this amount under existing agreements. Therefore, in 2000-01,
$13.7 million would be available for per acre ‘grants to farmers under exclusive agricultural zonmg
DATCP could be provided authonty to promulgate rules to administer the program and to
determine the per acre grant amount. This could either be constant or could vary based on the level
of development pressure the land is under and the agricultural productivity of the land. On average,
a $13.7 million program could provide per acre grants ranging from $1.87, if all farmers currently
under exclusive agricultural zoning ap;:a}y, to $3 18 1f on}y those currently receiving farmland
preservanan cred:ts apply o _

Property Development nghts Program

2-8.--.: The bill would also create a farmland preservataon acreage income tax credit for
farmers who sell or transfer the property development nghts associated with their land to the state, a
local unit of government or a nonprofit group.* The acreage credit:for such land would be: (a) 50
cents per acre, if the farming rights on the acreage are retamed or (b) 30 cents per acre, if the

: famung i ghts on the' acreage are not retmned e

29, Under the bill, the owner of a 200-acre farm could receive $60 or $100 annually,
depending on whether the farming rights are retained. However, farmers could also receive the
difference between the use value and the market value of their property when they sell the
development rights. While the per acre credit amount could be considered minimal, the dollar
amount associated with the sale of the property development rights could be substantial. For
example; a 200-acre farm with a market value of $1,000 per acre and a use value of $500 per acre
* could provide the seller of the development rights $100,000, and the farmer could remain in
farming. If the revenue’associated with the sale of the rights is sufficient to induce a farmer to sell,
the additional inducement of a per acre tax credit may not be necessary.
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30.  Several states and local units of government: have developed programs that
compensate farmers for transferring their right to develop their land. For example, through 1997,
the State of Massachusetts’ 20-year old property development rights pregram had protected 40,000
acres of land from potenualiy being canverted to non~farm uses. '

. ._31. Other states-have found that the primary- beneﬁis of property development rights
programs arg that they protect agricultural resources permanently and they allow farmers to realize a
portien of their property value while remaining in farming.. Further, the programs can provide
- property tax relief to farmers because the Iands where deveicpment nghts are transferred weuld be

assessed at full use value. : S - S

32. Some of the concerns associated with property development rights programs are that
the number of public or nonprofit entities with the funds necessary to purchase the properties is
limited while. the supply of farmland that may be eligible:for the. program is substantial. Further,
monitoring and- enforcmg the: provasmns of pmpr:rty development agreements require the ongoing
investment of resources. Another concern is that development might “leap-frog” over areas- where
development nghts werc sold which could sxacerbate the spraw} of deveiopment -

" 33. To address the Iack of ﬁmds aval}able for purchasers of deveiopment nghts the
Committee could. consider providing some funding -associated with the current farmland
- preservation credit to fund -a:matching grant program to local units of government or nonprofit
. entities to purchase property development rights.. In order to-avoid reducing .credit payments, the
funding for this purpose could be linked to the savings.in total credit costs that occurs as ‘use value
assessment is phased-in. For example, the bill would provide $20.1 million in 1999-00 and $19.5
million in 2000-01 for farmland preservation credits, but current estimates “are that only $19.0
 million in:1999-00 and $18. 1 ‘million’i in 2000-01 will be needed. Therefore, $1.1 rmlhon i 1999-{)0

and $1.4 million in 2000-01 could be aliocated to a pmpcrty development nghts program ‘without o

affectmg current CIBdlt reczpzents
Farmiand Tax Rellef Credlt

o34 The famxizmd tax rehef credlt was created in the 1989~91 budget The credit is
cm‘rently equal to 10% of up to. $10;000 of net property taxes levied on agricultural land, for a
maximum credit of $1,000.. In 1997-98, approximately $11.7 million in property tax credits were
provided to 58,433 claimants.

~35. . 85A 210 SB 114 would increase the 10% reimbursement-rate to 20% and double the
size of the maximum credit from $1.,000 to $2.000. These increases would be: effccnve with taxes
that become payable in 2000.. T -

36. Unhke the famﬂand preservatzon tax credat the famﬁand iax rehef credlt provides
broad based tax rehef to farmers. The acreage and productmn eligibility requirements are the same
as the famﬁand preservation credit, but claimants are not required to be under any land use
restriction or in compliance with soil and water conservation standards, and the credit amounts do
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not vary with the cimmant $ income.

_ 37.. If the Commxttee dec;.des to emphasme _broad»based property tax. relief, one
ajtemauve would be to delete the existing farmland preservation tax credit.and replace it with a tax
credit on all agricultural Jand. A credit equal to a percentage of property taxes on all agricultural
land; rather than agricultural land and farm improvements, regardless of whether it is under certain
- Jand use restrictions or in.compliance with soil.and water standards, would likely be considered
constitutional.. This credit could be:displayed on property tax bills. ‘It is‘estimated that, in:2000-01,
providing.a 10% credit-on the property taxes paid-on all-agricultural land in the state would resuit in
approximately $13.9 million in total credit costs. Using recent estimates ‘of the number of farms in
the state, a $13. 9 mﬂh(}n property tax {:l'f:dlt program would prov;de an average tax credit of $176
per farm

: : f 38.. If a property tax cmcht equa} o 10% cf property tax bills.on agricultural land were to
: replace the. current farmland preservation program, those receiving a current credit under afarmland
agreement would continue to receive ‘that -credit until their agreement -expires. Under this
alternative, the total crcdlt costin: 20..»01 ‘would equal: $18.3 million ($13.9 million associated with -
the 10% credlt pius an estama:ted $4 4 milhon assoczated thh farmland preservanon agreements)

L ._--39.. Under this broadwbased credﬂ “Tnore mdrvz:iual farmers would receivea credit
_ (approxzmately 79,000 farms), but the credit amount would likely ‘be reduced for most current
recipients. - Those cument claimants with low:incomes -and hxgh propezty taxes would hkely
.:-.-.expenem:e the greatesi reducuonmthczr credlts 5 '- : L

Use Value Assessment .

iy -' 40 A 19’74 amendment to the siate constitutxons umfonmty g:}ause pemnts agncuimra}__

" landtobe treated differentiy from other types of property for property tax purposes. 1heprovision
states that the "taxation of agricultural land and undeveloped land, both as defined by law, need not
be uniform with the taxation of each other nor with the taxation of other real property.” While the.
Constitution allows the taxation of agricultural land to be nonuniform with the taxation of other
categories of land, it does not specifically state that all agricultural land must be treated the same.
An opinion 'of the Attorney General concludes that uniform treatment must be extended within the
classification of agricultural land although the courts have neither considered nor sustained this
conclusion.

e 440+ Priorito 1996, state law required assessors to value agricultural land like all other
property, at its: highest and best use. When' agricultural “land “was ‘located in areas where
nonagricultural activities were also occurring, agricultural land assessments were affected by sales
of comparable agricultural properties being converted to other uses. Buyers of those properties
“often paid more than buyers intending to keep land in an agricultural use. Sales of agricultural land
intended for-other uses caused: increases in the assessments of surrounding agricultural land and
higher property taxes, which eroded the land's profitability when used for agricultural purposes.
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42, ‘Provisions in:1995 Act 27 require agricultural Jand assessments to be based entirely
on the 1and s use for farming, beginning in 2007. Under use value assessment, agricultural land
values will be estimated on a per acre basis, using the income that could be generated by the land
- through: farming divided by a capxtahzanon rate. The Act 27 provisions establish two steps to

phaseu-m use value ‘assessments. - First, agrxcuimrai land ‘assessments were "frozen” at their 1995
‘levels in 1996 anid 1997. Second, agricultural Iand values will be based on a combination of
“Mrozen" 1995 values and current year use values between 1998 and 2006. For 1998, the frozen
value was adjusted by 10% of the difference between the two values. The adjustment factor equals
2{)% for 1999 and wﬁl increase in. IO% increments until 2007. :

43. Thc 1995 prov1smns authonzmg use value assessment reflect two pohcy objectives.
The first objective is to preserve existing farmland by reducing its conversion to:other uses.
Between 1990 and 1998, the amaunt of land in fanns statewide declined by 1.2 mﬂhon acres from
~17.6 million ax:res to 16.4 million acres, accardmg to DATCP. . However, data c&:smpﬂed by DOR
_ 'that summmes “a:m s»iength" : sales ‘between . 1990 and 1998 indicates that. the -amount of
- agnculiural land: that was sold for other intended uses peaked at 90,971 acres in 1993, but declined
in-each: succeedmg year In 1997 DGR reports that 62,157 acres of agricaltural land was sold for
other Intended uses o

. 44 The second objecnve of use vahm assessment is to pmvade property tax. relief to
: farmers by reducmg the. ta.xab}.e value of agricultural land-and the taxes on that Jand, Between 1990
- and 1995, statewide: agncultura} land values increased at an average, annualized rate of 3.2%, but
. ‘have since decreased from. $9,017.4. mﬁhon in 1995 :to. $7,967.2 million in- 1998, or by 11.6%.
... About half of. the decrease occarred whan property that was prevaously included i in the agricultural

-class was recla.smfied and mcluded in other property classes. Between 1990, and 1998, the value for

©oall taxable pmpexty mcreased at an average, annualized rate of 7.3%. The percent ‘of. statew1de tax |

o base comprised of agricultura land has declined from 4.5% in 1995 10 3.2% in 1998

45, Whﬂe a number of factars ‘have mﬂucnced the change in agncultural values and
taxes on agricuitural land, the 1995 Act 27 provisions authorizing use value assessments have had a
. significant. effect on agracuita;rai taxes. -The foiiowmg table: compares qnet property taxes on
. agricultural land and on: aiil taxable propeﬂy between 1990 azzd 1998 and hc}ps Hlustrate the effect of
use vahze assessment. - e : : : i
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: Compansen of Net Taxes on Agrtculmral Land and on Ai! Pmperty

(ml}lmn $}

: e S SR R . A-gricuit&rai

... Property Taxes Net of Schooi"Lew Tax Credits .. - Taxesas a

Agriculperal . - Pergent ... . Al .- Percent.. -~ Percent of

Year . . Land. . . Change Proggrtg _ Change .. Total Taxes

1990(91) $21.1 .$4,068,.-9: L 52%

1991(92) 2197 C41% 44134 0 85% 50
1992003 2350 70 48502 99 48
199399 2365 06 5187 55 46
C1994(95) ¢ ©2304 26 525280 0 26 44
©1995(96) U0 i4s e sa196 0 32 4.1
--1996(‘9’7) ST 218 AR08 T 9 3

46. The impact of phasing-in use value assessment is mfﬁcnlt to mterpret because the
period’ surrounding' the initial implementation” coincided with the increase in the level of state
support for school funding between 1994 and 1996: Alse, sone property previously included in the
agncuiazrai class was reclassified into other classes in 1996 and 1997: However, these other factors

Cwere not -an’ ‘influence in- 1998, and. the net taxes on agncultural land decreased statewide by 6.8%.

S In'the same’ yea:r ‘total taxes on all property: mcreased by 6.5%: As use’ Vaiue ‘assessment Continues
tobe phased»«m net taxes on i'agﬁculmral properzy are expected to decrease by 6% 10 7% over the
*'next two years, while total=-;ta:ies on all property are estimated to increase by. 49 16 6% each year. If -
agricultural Jand was assessed on the basis ‘of ‘market value, the 1999 statewzde net taxes on
agncuitural Iam:l would be hxgher by an estlmatf:d $78 4 mzl}mn (53 G%), than under current law
prows;ons B '

4T The expected reductmn in agncuitura} taxes may not bﬁ fully reahzed if Iocai
assessors’ ‘do not. continue to phase«m use’ value ‘assessments. The phase—m requlres ‘annual
adjustments to property assessments until 2007. Historically, property in many ‘municipalities has
not been reassessed each year due to cost considerations. Also, some assessors have informed DOR
that some assessment adjustments for 1999 are so small on a per acre basis that the assessors are
reluctant to incur the expenses associated with updating agricultural assessments. A recent survey
of rural assessors indicated that the maintenance costs associated with the use value phase-in are
$4.50 per parcel. For 1998, assessors reported that there were 545,000 parcels of agricultural land.

48.  One alternative to provide additional property tax relief to farmers would be to
implement full use value assessment, beginning with assessments for 2000. Under current law, net
taxes on agricultural land are estimated to decrease by $8.9 million, or 6.0%, from $147.9 million in
1999-00 to $139.0 million in 2000-01. The net tax on agricultural land would decrease to an
estimated $112.0 million if use value assessments were fully implemented in 2000-01. That amount
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is $35.9 million less (-24.3%) than the estimated taxes on agricultural land in -1999-00 and $27.0
million less (~19:4%) than the &stimated taxes on agncultural land in 2000«61 under current 1aw

_ 49.. : Fuiiy 1mp}ementmg use va}ue: assessments in 200{)«01 wou}d remove an estimated
$L 4 billion in value from the property. tax base statewide. - This would. cause state aids to be
dzsmbuted ina. d;fferent pattern and taxes would increase on other types.of taxable property. : As a

. result, the tax bill for a median-valued home taxed at statewide average tax rates would increase by
$16.. The following table compares the estimated tax bill for a median-valued home under three
scenarios: (2) the biennial budget bill; . (b) the biennial budget bill plus the lottery-credit change in
SSA 2 to SB 114; and. (c) the biennial budget bill plus SSA 2 to SB 114 plus full phase-in of use
value assessment.

Estlmated ’,I’ax Bﬂl far a Medlan-Valued Home

. e 1993(99)_': 1999{)0 L 200001
ABI33 S0 82076 $2267
AB133+SB114 0 o000 T Taum 2,222

AB133+SB 114+ UseValue 2000 2132 2238

; - 50. thn the currcnt use vaIue prev;szons were created in 1995 the Lﬁgzslature
_discussed other mechamsms for extendmg property tax. rehef to farmers. . One alternative was
fractlonal assessment, ‘where each piece of agncuitural land would. be assessed at-a uniform
_ percentawe of its. market value Fractional assessmant would provz{ie property tax relief to all
:farmers throughout the state. On the other hand nse. value assessment targets properzy tax rehef fo -
agricultural land in areas where there is development pressure. As a result, most property tax relief
under use value will occur in urban fringe areas that are south of a line from Green Bay to
Plattevﬁle Farmers m other paﬁs of the state wﬂl expenence less tax rehcf or even tax mcrcases
under usc value assessment ' ' : :

.51. © Anm aitemauve ‘that would provide: more uniform property tax’ relief to farmers
thmughout the state: would be to replace the current use value provisions with a provision that
requires all agricultural land to be valued at 45% of its market value, effective for the 2000-01 tax
year. This would provide statewide property tax reductions for agncuitural land comparable o
those under the full implementation of use value assessment,

ALTERNATIVES TOBASE

;/A Farmland Preservation Tax Credit

... Approve Govemor's recommendation to modify the farmland preservation
property tax credit for those receiving the credit under exclusive agricultural zoning, as follows:
(a) modify the formula used to compute farmland preservation credits, effective with claims filed
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for tax. years beginning after December 31,.2000; by reducing the level property taxes used in

computing the credit; modifying the percentages that reduce: the level of “excessive” property
taxes used in the credit calculation and by deleting the adjustments to the credit related to land

“userestrictions; (b) allow all farmers 'who submiit a certificate of compiiance with sml and water
~conservation- standards;’ including- nutrient ‘management, to be eligible 1o claim a cred;t (c)
.- modify the farmland ‘preservation -agreement, agncuitural preservation -planning, ‘exclusive
* -agricultural zoning and soil and water conservation requirements associated with the mod;ﬁed
- “credit: requirements; (d) 'prohibit DATCPfrom" ‘entering “into- additional agreements on the
- effective date-of ‘the bill; and (e) sunset the farmland preservatmn tax credit pmgram wnh no
Cnew crechzs to be paid for a tax year that begins after December 31, 2002.

2. Prohibit DATCP from entering into additional farmland preservation agreements on
the effective date of the bill (this alternative ‘would retain the current farmland preservation tax
{:recht for exxsu:ag agrcemrzt holders and those nnder exclusive agncultural zoning, but no new

_.'farm}and preservauen agreements ccuid bc mgned after the effective date of the bﬂl)

i 3 _ Effecuva w;th tax years begmmng after Dccember 31, 1999, delete the current -
farmland preservatlon tax credit program ., for ‘those rece;vmg the credlt under exclusive
agraczﬂturai zoning and decrease funding for the program by $13, 700,000 GPR to reflect this
change. Prohibit DATCP from entering into any new farmland preservation agreements after
the effective date of the bill (existing agreement holders would continue to receive the credit).

: "'--Begmmng in 2000—(}1 ‘establish a $13,700,000 GPR, sum certain appropnatwn under DATCP to
-provide ‘grants tofarmers whose land is’ under exciuszve agrxcultural zomng and who are in
o cempixance with axzstmg state sml and water conservatiozl requzremems Apply the Current law
" land use and soil and x
R ﬁ-credu tc:v those receavmg th'é' urant Further, de one of the foﬁowmg

ter censervanon ehg&bﬁﬁy 91”0%;1510:153 assox:zated w1th the curmm tax:

A Reqmrc DATCP ’oy March 15, 2090 to promulgate rules assecxated wﬁh the

'3'ad1mnlstratzon of the farmland preservatlon grant program, which shall estabksh per acre grant

amounts based on the funding available, the 1eve1 of development pressure on the farmland and

... . the producavzty of the farmland. under exciusave agrzcultural zoning (DATCP could determine
- different grant levels for d;fferem types and 1ecatmns of farmiand under exclusive: avncultural

Zzoning).

Lob Requzre DATCP, by Ma;mh 15 2!“ 10 pmmulvate rﬁ}es assoczated with the
administration of the farmland preservation grant program, which shall establish uniform per
acre grant amounts based on the funding available (everyone under exclusive agricultural zoning
and in compliance with soil and water conservation standards would be eligible for the same per
acre grant). - ' ' g

4. .. .~Effective with tax years beginning after December 31, 1999, delete the current
farmland preservationtax - credit” program for those receiving the credit undeér exclusive
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agriculural zoning and-decrease funding for the program by $13,700,000 GPR to reflect this
change. . Prohibit DATCP. from entering into any new farmland preservation agreements after
the effective date of the bill (existing agreement holders would continue to receive the credit).

Altemat;ve Ad GPR
1999»91 1 FUNDING (Grange to Base) - 813,700,000 -
| [Change ‘to Bill = $13,700,000]

"5 Maintain current law.

B. Other Farm Pmperty 'i‘ax Rehef Opt:ons

1o Properzy Tax Credit on Agncuh‘uml Land. Create a property tax credit to be
displayed on tax bills equal 1o ten percentof the total taxes-levied for all purposes, net of school
levy tax credits, on agricultural land, effective for tax years that begin after December 31, 1999.
Require municipalities to notify DOR of the total amount of credits extended on tax bills by
March 1 of the year that the taxes become payable and require DOA to reimburse municipalities
for those amounts on the fourth Monday in March. Require municipal treasurers to settle for the
amounts received with each jurisdiction levying taxes within the municipality or provide the
amounts received to the appropriate county treasurer for settlement not later than April 15.
Establish a sum sufficient, GPR appropriation for the payments- and: provide $13,900,000 to
reflect estimated credit payments in 2000-01. Decrease estimated funding in 2000-01 by
. $1,000,000 GPR for farmland preservation tax credits and by $1,800,000 SEG for farmland tax
rehef credits to reﬂect reducmons in tax credits extended under those programs due'to the newly-
created tax credzt : : : - :

Alternative BY - © - ' GPR SEG TOTAL
1999-01 FBNDING (Change to Base) $12,900,000  -$1,800000  $11,100,000
- [Ghange to Bill $12,900,000 - $1,800,000 - $11,100,000]

2. Use Value Assessment of Agricultural Land. Repeal current law provisions related

to the phase-in of use value assessment of agricultural land and. require agricultural land to be
assessed according to the income that could be generated from its tental for agricultural use,
effective for tax years that begin after December 31, 1999. Decrease estimated funding in 2000-
01 by $2,000,000 GPR for farmland preservation tax, credits and by $3,600,000 SEG for
farmland tax relief credits to reflect reductions in tax credits extended under those programs due
to the full implementation of use value assessment.
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AlternativeB2 - . e : SLo@PR T UBEG T TOTAL

| 1999-01 FUNDING (Change to Base) " -$2,000,000 L$3.600,000 - $5,600,000
_ o - [Change o Bill. . . =$2,000,000 . -$3,600,000 . - $5,600,000]
3. F racrzonal Assessment of Agrzculmml Land Repeal current law provisions

related to the use value assessment of . agncnltural land and require agricultural land to be
assessed at 45% of its market value, as determined under procedures used to assess other
classifications of property, effective for tax years that begin after December 31, 1999. Decrease
estimated funding in 2000-01 by $2,000,000 GPR for farmland preservation tax credits and by
$3,600,000 SEG for farmland tax relief credits to reflect reductions in tax credits extended under
those programs due to the implementation of fractional agricultural land assessments.

| Aternativepa: . GER SEG . TOTAL
| 1999-01 FUNDING (Ghange o Base) 1 1-$2,000,000 - . - $3,600,000 - $5,600,000 ]
[Change foBl - . -82000000 . -$3,600,000  -8$5600,000]
4. Maintain curient law.

CC Property Bevelopment nghts

S B Appmve the chemor S rﬁcommendanon that @stahhshes statutory. provisions.and

- proéedures related to:the sale dezzanon and transfer of propen'y devefopment rights to the state, -

counties, municipalities and nonprofit organizations. Provide $500 GPR in 1999-00 .and $1,000
GPR in 2000-01 to fund the estimated cost of the farmland preservation acreage income tax
credit. Specify that the acreage credit would be a refundable i income: or, franchise tax credit that
would ﬁrst be available in tax years begmmng after Bccember 31, 1998 wn;h funding provided
from a sum sufficient, general fund appropriation. Allow a claimant to receive both a farmland
preservation credit and a farmland preservation acreage credit. Provide that if an acreage credit
claimant sells, donates or transfers the development rights to the claimant’s land, the amount of
the acreage credit for such land would be: (a) 50 cents per acre, if the farming rights on the
acreage are retained; or (b) 30 cents per acre, if the farming rights on the acreage are not
retained.. Specify that no-new:claims for the acreage credzt could be made for a tax year
begmnmg after December 31, 2002 e : :

Alternative 1 R co . GPR
1999-01 FUNDING (Change to Base) - $1'500
[Changeto Bl - - 671
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2. . Approve Alternative #C1, with the exception of the provision that nb new claims
for the acreage credit could be made for a tax year beginning after December 31, 2002 (this
alternative would delete the proposed sunset of the acreage credit).

AHternative C2 GPR
, 1999-01 FUNDING {Change to Base) $1,500
o1 [Change to Bill - $07
1
A
N ( 3.1 Provide $1,100,000 GPR in 1999:00 -and $1,400,000 GPR in 2000-01 in a

contm\m{g appropriation under DATCP to establish a property development rights grant program
to nonprofit organizations, counties and mumcxpaimes for the purchase of property development
rights associated with farmland. Establish statutory provisions and procednres related to the sale;
donation and transfer of property deveiopment rights to the state, counnes, mumapahtles and
nonprofit organizations. Specify that the state grant program would require a 25% match from
the grant recipient. Provide DATCP with the authority to promulgate rules related to the grant

program.

Afternative C3

4999-01 FUNDING {Change to Base) -
[Change to Bill

. GPR

$2,500,000
$2,500,000]

4. Mamtamcurrentlaw |

-Alternative C4

[Change to'Bill

1999-01 FUNDING (Change to Base)

- $1,500]
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(Base) Agency Shared Revenue & Property Tax Relief
' Farmland Preservatlon - Mlnlmum Parcel
Size .

Recommendations:

Paper No. 86§: Alternative 3 (no action needed)”
{oxr :Burke motion}

Comments: There’s no real reason to change the. reguirement
that a 35-acre parcel is the minimum size needed to establish a
farm operation or residence under exclu51ve ag zoning (i.e. and
be eligible for. the tax credit).  .In fact, we. should. probably
increase the minimum size to 80 acres or more. That would stop
some of the rlch suburban folks from taklng over the
country51de

Possible Burke Motion: Alternatively, we could adopt your
motion that retains some acreage llmlts but offers a great deal
more flexibility.

Your motion (which was agreed to by the Farm Bureau, when
we were trying to-put together a package deal), would create a

‘maximum 35-acre den31ty in exclu31va agrlcultural zonlng, “and

allow local governments to specify minimum lot sizes.

For example, a farmer with 140 acres could create up to
four lots. The local town or county government could specify a
minimum lot sizes, say one-acre. The farmer could then create
four one—acre lots and keep the rest of his land in farming.
After he or she creates the fourth lot, the remaining land would
then be deed restricted to prevent further land divisions.

prepared by: Barry
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May 13, 1999 Joint Committee on Finance Paper #867

Farmland Preservaﬁan - Mxmmum Parcel Size
(Shared Revenz:e and Tax Rellef- - Property Tax Credxts)

{LFB 1999-01 Budget Summary: Page 544, #5 (part)]

CURRENT LAW

Exclusxve -agriculture zonmg (EAZ) ordmances must spc(:lfy that. a 35-acre parcel is the
_ mlmmum parcel size needed to establxsh a farm operatzon or. a residence under exclusive
agnculturai zonmg

. GOVERNOR

Effect:ve ‘on January- 1, 2{}01 rcpeal the 35-acré minimum- parce} size reqmrement
‘Rather, require only that the EAZ ordinance specify a minimum parcel size. Other provisions in
the bill would eliminate the requirement that farmland be subject to-exclusive agricultural zoning
as one of the critéria for being ¢ligible for a famﬁand preservatwn tax credlt effectlve for tax
years beginning after December 31, 2000." :

"DI_SCUSSION POINTS

1 Under current Iaw iandowners in agncuitural preservatzon and transition areas
idennﬁed in a conniy agrlcultura} prcservaﬂon pians may qaalzfy for a fannland preservatzon tax
credit if a county or municipal ordinance restricts their land to agnculturai use thmwh exclusive
agricultural zoning. With few exceptions, no residence may be established on a parcel of land
subject to that ordinance unless that parcel is at Jeast 35 acres.. In order to establish a residence
' on a farmland parcei that i is less tha.n 35 acres and sub}ect to an EAZ ordmance that parcel must
“be rezoned out of exclusive agncuitura} zoning and any tax credits that were recewed for that
land must be repaid.
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2. As an cxample a farmer receiving tax credus for 140 acres of farmiand subjcct to
exclusive agricultural zoning could sell a ten-acre parcel for residential development: However,
the land would have to be rezoned out of exclusive agricultural zoning before a residence could
be established on it and the farmer would have to repay any tax credits received for those ten
acres.

3. The 35-acre requirement was established in statute in 1977 as a control on
residential development in.areas zoned exclusively for agriculture. . At the time the requirement
was established, many belzeved that a parcel size of 35 acres would. }nmt -rapid development in
these areas by limiting the number of clusters of residential dcveiopmcnt Also, it was believed
that requiring 35 acres to build a residence would be.somewhat. cost-prohibitive, which would
limit the numbcr of people considerin g movin g to these areas.

g "4'."" The bill would repeal the state’s role in determining the parcel size needed for
residential development under EAZ ordinances. The bill would require only that a county or
municipality specify a minimum parcel size in its ordinance.

5. Some contend that, over the past two decades, the 35-acre parcel requirement has
become less of adeterrent to mral residential development and may be exaccrbatmg the loss of
farmland. They argue that by requiring a 35-acre lot for a residerice to be estabhshed the ctirrent
provision may result in farmland being subdivided out of agriculture in 35- -acre’ ‘blocks ‘and into
large, scattered residential properties. For example, under current law, a farmer owning 140 acres

of farmland, with no existing residence, could subdivide that parcel into four developable lots
‘consistent ‘with the. axlstmg excluswe agucultuxal zonmg requirement. - Those four parcels could

become ’yarce}s that are largely residential properties, having little or no agncultura} ‘production,
and 140 acres of famﬁand would have been lost. . Conversely, under the bill, if a-local unit of
. government cstabhshes .4 3.5-acre minimum parcel size, that farmer could choose to subdivide
only the Ieast-»;aroducmva 25% of the 140. acres, into ten, 3.5-acre parce}s and keep the
remaining, most-productive. 105 acres in agriculture. . o -

6. Removing the state requirement would allow counties and municipalities across
the state, which may have varying land use demands and preservation needs, the flexibility to
determine the type and size of development that best fits their individual situation. Further, if
the countles and mumczpahnes tend to adopt ordmanccs w1th smaiier parcei sizes than the
current 35-acre ﬁnmmﬁm, it cou}d ailow faﬁners thc epnon of only subdxv;dmg thexr Ieast—
productive famﬂand -

A Converseiy, allowing smaller residential parcel sizes in areas under exclusive
'aoncuitural zomng could exacerbatc the development of famﬂand by makmg the paz:ccis more
affordable to more peopie '
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8. Currently, there are 33 county EAZ ordinances and 432 municipal ordinances,
including 19 cities, 17 villages and 396 towns. There are' 39 counties that have no county EAZ
ordinance, but municipalities within twelve of those counties have established ordinances.

9. While allowing local governments to determine their own minimum parcel size
would increase their flexibility, it could also lead to situations in which adjacent towns have
vastly different parcel sizes, Of the towns with ordinances, 120 towns have their own ordinance
and 276 towns have adopted their county’s exclusive agricultural zoning ordinance. Allowing
towns to have differing parcel sizes could result in fewer towns adopting theu counties’
ordinances because of disagreement over the allowable parcel size.

10. It could be argued that land use circumstances among adjacent municipalities do
not vary enough to warrant individual towns, villages or cities having their own minimum parcel
size. To avoid having multiple parcel sizes in gcograpiucaiiy close areas, an alternative would
be to require that the parce} size be consistent within each county. ‘This could be done by
requiring that any mumcxpahty within a county would have to adopt the minimum parcel size
adopted under the county EAZ ordinance or continue to be subject to the current 35-acre
requirement. Any municipality within a county that has not adopted a county EAZ ordinance
would also continue to be subject to the 35-acre requirement.

11.  This alternative would provide less flexibility for local governments than under
the bill; but more than the current, statewide 35-acre requirement. Compared to the bill, it would
* lend more consistency to minimum parcel sizes.

ALTERNATIVES TO BASE

1. Approve the Governor’s recommendation to repeal the current 35-acre minimum
parcel size requirement for exclusive agricultural zoning ordinances and, instead, require only
that the ordinances specify a minimum parcel size, effective on January 1, 2001.

2. Allow counties to specify any minimum parcel size in their exclusive agricultural
zoning ordinances, effective on January 1, 2001. Require that any municipality that adopts an
exclusive agricultural zoning ordinance must specify a minimum parcel size in that ordinance
that is the same as the parcel size specified in the county ordinance. Specify that if a
municipality does not adopt the county’s minirnum parcel size or is located in a county without
an exclusive agricultural zoning ordinance, the current 35-acre minimum parcel size would
continue to apply.

3. Maintain current law.

Prepared by: Al Runde
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(Base) BAgency: Shared Revenue & Tax Relief
e ... Property Tax Credits

Recommendations:

Paper No. End of section summary

Comments: No action .needed. There are no issues to be
addressed.

prepared by: Barry -




SHARED REVENUE AND TAX RELIEF

Property Tax Credits
- LFB Summary Item to be Addressed in a Subsequent Paper
item # Title

1 Lottery Tax Credit




Shared Revenue and Tax Relief
Property Taxation

(LFB Budget Summary Document: Page 550)

LFB Summary Items for Which Issue Papers Have Been Prepared

" hem# 7 Tite
2 Environmental Remediation TIF Districts -- Expanded Powers (Paper #875)

5 Special Charges for Cancelled Taxes on Contaminated, Tax Delinquent Property
(Paper #876)




(Bage) Agency: Shared Revenue & Property Tax Relief
Environmental Remediation TIF Districts

Recommendations:

Paper No. 875: Part A - Alternatives 1{a) (b)&(c)
Part B ~ Alternatives l(a){b) & 2{b) (<}
Part C - Alternative 1

Comments: For Part A - The alternatives you chose here
make the environmental remediation TIF viable. No one has
applied to create an ER TIF because the current law is too
restrictive. This says you can get the TIF approved before you
complete the cleanup, rather than do the cleanup and hope you
can get the TIF approved later. It'’s common sense.

(note. Rep. Duff has a motion to add some insurance-like
protect;cns ‘that try to mitigate fears that these environmental
TIF could have never-ending costs. 1It's ok.)

For Part B -~ I guess this is a philosophical issue. I
think we should allow ER TIF's to work on private properties as
well as public ones. Cleaning up pollution on private
properties has public benefits related to public health and the

environment.

For Part C -~ Again, vour alternative choice here makes the
ER TIF more useful in our efforts to get brownfields cleaned up.
The mcre clearly we define ellglble cogts, the more likely it
becomes that local governments will be willing to create ER
TI¥'s.

(note: you directed the Browvnfields Study Group to meet,
and therefore you should support their recommendations - which
vou are doing with your alternative choices and motions)

Posgsible Burke Motion:

Although not reflected in the FB paper, you asked the
Brownfields Study Group to reconvene once the governor’s budget
bill was introduced, review hig proposals and make
recommendations for improvements.

If the committee agrees to make the ER TIF work (i.e. if
above alternatives pass), then you should try to implement the
recommendations of the Brownfields Study Group, which are laid
out in your motion. Your motion does expand the boundaries of
ER TIF if needed to effectively complete an off-gite groundwater
cleanup. That’s the big deal in the motion. The rest is pretty
technical. TIF’s are controversial, but at least this is an
appropriate use (urban industrial), rather than TIF’s to address
corn blight (i.e. sprawl). Prepared by: Barry
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May:13,:1999 .= o 5 Joint Cfommi?tee on Finance SR Paper #875
Envxronmental Remedjatmn TIF Dlstricts - Expanded Pewers
(Shared Revenue and Property Tax Rellef - Pmperty Taxatmn)

[LFB 1999-01 Budget Summary Pagc 550 #2}

' -CI}’RRENT LAW

An envmmmcntal remedlatmn tax mcrementa} ﬁnancmrr dxstnct (ER-T}F) can bc used as a
ﬁn_anc_:mg mechanism once a county or: m__umclpalaty_recelves__certzﬁca_uﬁf_l_ from the I}epartm&nt
of Natural Resources (DNR) that it has reinediated the environmental pollution from the property
and the: prepcrty has been soid ‘The tax increments can be- -used-to-fund eligible oSS for: (a) up
to 16 years after DOR establishes the ER-TIF district increment base, which occurs oniy after
DNR certifies that the: pollutionon the- property has been remedxated or (b) untﬂ ali ehgzbie_

. costs. &ssoc;ated w;th the remedlation of the pollutxon have heen paxd

Ehgible costs mclude cap:ttaI costs, ﬁnancmg costs, admm;stranve and profcsszonai service
costs associated with the investigation, removal, containment or momt{)nng of, or the restoration
~of soil or groundwater affected by, env&onmentai poilunon mc}udmg momtonng cests incurred

. within two years after recelpt of the DNR cemﬁc:atmn that thc contamination on the property has -

been remed:ated I—Iowever, the eli gzble ccsts must be rednced by any amounts received from the
person(s) responsxble for the dzsciaarge of a hazardous substance on the property and ﬁm amcrunt
of net gam from the sale of the property by the local unit of govemment

Eligible Costs. Modify the definition of eligible costs that can be paid from tax increments

_to include: (a) property. acquisition costs; (b) demehtwn casts Jincluding asbestos removal; and

© the cost of removing and dlsposmg of abandoned ccnta.mers containing, hazardous substances.

Speczfy rhat current law ehg;bie cost catagones, plns these new. categories, wou}d be cxtcnded to

air, surface water and sedlments affccted by enwronmantal pollutmn Current Jaw. apphes only
_to soil and groundwater affected by environmental pollution. - Do o o

-Shared Revenue and Tax Relief — Property Taxation(Paper#875) --Page |



Include as a reduction to eligible costs any amounts that a city, village, town or county that
establishes an ER-TIF district received, or reasonably expects to receive, from a local ‘state or
federal program for the remediation of contamination in the district, if these amounts do not have
to be reimbursed or repaid.

.. Eligible Properties. Allow an ER-TIF district to include private properties by deleting the
requirement that the property on which the tax increment may be used to defray the costs of
remediation must be owned by a city, village, town or county at the time of the remediation and
then transferred to. another person following completion of the remediation.. Allow a city,
village, town or county to use an ER-TIF to pay the costs of remedlatmg enwronmenta} pollution
of oroundwater regardless of whether or not the city, village, town or county owns the property
above the groundwater. Specify that environmental remediation ER-TIF districts may only
include contiguous parcels of property. |

Cemf cation. Allow a c1ty, Vﬂiage town or county to apply to DOR for certification of an
ER-TIF tax increment base prior to incurring all costs associated with the remediation of the
environmental contamination. Require a county or municipality to provide a statement to DOR
containing information on the remediation costs already incurred, plus a detailed proposed
remedial action plan containing remediation cost estimates for anticipated eligible costs on the
.-parcel or-contiguous parcels of property to be included in the proposed ER-TIF district.  Require
that the statement include a certificate from DNR indicating that DNR- has approved the site
: mvestzgat;on report that raiates 10 thc affected parcel or cenﬁgueus parcels of property

oy Cemf cazzon Period. Expand the penod of ccmﬁcanon for an. ER»TIF distm:t from 16
B '-'-years 10.23. years, Which extencis the penod in. which chgxbie COStS. may be paid: usmg the tax
increments. :

_ DISCUSSION POINTS

1L The environmental remediation tax incremental financing law was created by 1997
- Act 27 t6 provide counties, cities, towns and villages with a financing option to recover the costs of
‘remediation of contaminated properties, often referred to as brownfields.

2. Under current law, counties and municipalities have to notify DOR by April 1 of the
year following the year in which DNR has certified that the environmental pollution on a property
has been remediated. No ER-TIF has been established to date, and since the notification deadline
has passed, no ER_—_TIE _districts_will be established in 199_9. _

3. The pnmazy differences between an ‘ER-TIF and a TIF created under the general
TTF law are, as follows: (a) counties and towns ‘may establish an ER-TIF, while general TIFs are
limited to cities and villages; (b) a county or municipality must own the property within the ER-TIF
district ‘while the temediation costs are incurred, while under general TIF law private entities may
own property within the district; (¢) an ' ER-TIF can only be certified by DOR and tax increments
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* can only be used to-recover the costs of remediation after the contamination within the district has

been remediated and the. county-or muncipality has sold the pmperty ‘within the ER-TIF district; and

-+ +{d)-the ¢reation of additional ER- TIF dxstncts 'is not hnuted to-a percentage of mumclpahtxes
B .aquahzed value,:. . R ; s P R

4. Act 27 also directed DNR, in cooperation with other affected agencies and pnvate

. -parties,. to-study issues related to the remediation and reuse:of bmwnﬁelds One of the primary

responsibilities of ‘this brownfields study:group:was to ‘develop; or amend existing,’ financing

mechanisms or. programs: that provide financial incentives for governments or private’ entities to

. remediate brownfield sites. The study group's recommendations for the BR-TIF law are designed to

= . remove what-are-believed to be: mpedlments for focal um:;s cf govemment hoidmg brewnﬁe}d sites
» tOUSeER"TIFS ; G S i o :

- 5.‘  ' Wh;:le the prowsmns in the bill do not spec;ﬁcally mn'ror the recommendations of :

‘s the bmwnﬁﬁlds study group, the' proposals generall’y resulted from the group's'work. The proposed e

. 'changes are. deszgned 1o increase the' ﬂembﬂx{y of counties and mumczpah&es in establishing’ ER-

- TIFs and to prov1de anﬂther ﬁnancmg cpﬁon for the remedlanﬁn ()f pnvate propernes comannnated'
--.-byenvuonmcntalpoﬁuﬂon e o el e i SR

ST L The proposed modlﬁcauuns TRISe . tvm pohcy issues. relanve tc ER TIF iaw (a)
- whether csuntws .and municipalities should be allowed to establish an ER-TIF and. transfer the
-+ properties within the district priorte ccmplet;en of the remediation. of environmental contamination
and pror to all costs associated with:the remedlanon being incurred; and (b) whether ER-TTFs
should be used to remediate environmental contamination on pnvate propertzes

Estabhshment of ER-TIF D;stncts Pnor te Completxon of Remed:latmn B

: : 7. Ajfowmg the transfer of propemes anci the cstabhshment ef ER—TIFs prior to
complenon of.-remediation of - the ‘properties - ‘within . the d1smct would -allow. -.counties or
- municipalities to begin to recoup some of the costs assocxated w1th the remedlanen of: ti}c propemes
., sooner. Because counties and municipalities. are cu:renﬂy reqmred to hold onto the properties within
an ER~TE§7 district until rernedianon of the property is complete, private development cannot begu; '

and tax increments cannot be generated for the paybac:k of the remedzatmn costs whﬂc Ccosts are

being incurred. e : . ; . . ; e

R ..8 Undcr current Iaw counues and munimpa}mes may be reiuctant t{) incur: costs
_...assemated wnh the remediation of contaminated. properties. that are to. be rf:paid under ER-TIF
financing because there is no assurance that the joint review board will approve the ER-TIF. The
proposed change may make local govemments Iess reluctani to begm WOI‘k on remedlatmg
abandoned and tax deimquent propertaas S i

5. Uni;ke a. g{:neral TIP dlstﬂci where the costs assoclated thh mfrastmcturc
mmprovements and redeveiepmem can be reasonably estimated, the costs associated with the
- remediation of environmental contamination are less certain because the degree of contamination

Shared Revenue and Tax Relief -- Property Taxation:(Paper #875) Page 3



-+ may not be known until the remediation work begins. Not: allowing the creation of an ER-TIF

- district until rémediation. is:complete and the county -or municipality sells- the property may be
considered safeguards-that allow.the taxing jurisdictions represented onthe joint review board to
know the costs expected to be repaid through ER-TIF financing prior to establishing the ER-TIF
district

e i .ID 'fhe bﬁl weuld reqmre that some: mdxcatxon of COosts: assoc;ated ‘with the remediation
of cantammazzon be provided a-jeint review board, prior to establishing the ER-TIF district: Prior to

- . DOR certification of the. ER-TIF base, a county: or municipality would have to provide DOR with a

- statement of the Temediation costs. already incurred, plus a detailed proposed remedial action plan
- -containing remediation cost estimates for anhcxpated eligible costs. This‘information would also be
provided to the joint review hoa.rd for consxderatmn in the decision to approve the ER-TIF district

Pm?"sa} | . ST AT | |
g 11 Undar genﬂral TE? law the cxpcndlm pe:rmd dlmng ernch costs may be' mcurred_'._
18 h;tmted to seven years after the TIF district base is certified: Because, under: current law; no ER-

... TIF can be established: until the: remed.ta:tzon of comammatxon is: complete, there is no need to limit

the expenditure penod dunng which costs may be incurred.  However, under the bill; costs could be -
incurred throughout the 23-year certification period under an ER-TIF. This could make it difficult
for an ER-TIF district to recover all of its costs within the 23-year period.” If ER-TIFs are allowed to
be-created prior to-incurring all 'costs ‘associated with the remedzatxon of contamination’ within the
..chstnct the Comm;ttee conid cons;de:r hmztmg expendmnes to seven years, as under genera} TIF

. ER TIFFmancmg-onanatePropemes_ .

o 12.' " Another directive 'of the brownfields study group was 1o study opuona} ﬁnancmg
methods to" remediate areawide groundwater -contamination, ‘rather ' than remediating the
contarnination on'a property«»by—propeﬁy basis. Because it'is likely that groundwater contarnination
- does’not end at property boundaries, the study group’ s report indicated that the’ mcius:on of private
properties within ERJI‘IF msmcts is necessary to address concems related to areamde groundwatcr

i 'COH{M&&HOH

23 The Govemer s Executwe Budget Book mdmates that the proposed changas are
intended to allow for ER-TIF financing of remediation costs after a publicly-owned property is sold
- toaprivate entity. However, the bill would go beyond this intent to allow an ER-TIF to be created
to fund: the costs of envifonmentzl pollution’ contamination on private” propemes ‘that may never
s have bcsn pubhciy»owned Thzs is consxste:nt wath thf: brownﬁe}ds study group racc}mmandatmns

14. The propesal to mclude rememanon COSts’ of private: pr{apemes departs frem the
original intent of the ER-TIF law, which was to provide a TIF financing mechanism to ccuntles and
mumeapaimes washmg to- remedxate abandoned a.nd tax deimquent ;)ropemes '

=150 The state has scveraii ethe:r ex;sﬁng and pmpesed programs aimed-at remedaanng
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both private and pubhc brownfields sites, including: (a) a brownfields grant: program t6 private

entities and mumnicipalities ($5.0 million SEG annually); (b) a land recycling loan (brownfields) loan

¢ program {$20.0 million ‘in total ‘loan funding); (¢) a WHEDA loan guarantee program ($11.25

million in total: ‘guarantee authonty urider the bill); (d) a tax ‘credit against income taxes ‘due that is

* equal t0°50% of the amount a business expends on environmental ‘remediation in a development

Zone of anenterprise develepment zone; {eya pmposed brownfields grant program for jobs for low-

" income individuals: ($5.0: million a;nnual}y from- federal temporaxy assistance for’ needy fam:}y

- funds); and (f) a'proposed brownﬂclds s;te assessment grant pmgram for local umts of uovement
-+ ($1.0'million SEG annually)." i

16. Unlike general TIFs, where the local mumczpahty expends the ﬁmds on
infrastructure improvements associated with developing public and privaté properties thhm the TIF
district, the proposed changes’ o ER-TIF law could allow tax ‘increments to repay ‘the' costs of
* private ‘expenditure. This would be a -change 'in state policy” assoczated with tax mcrcmental
: ﬁnancmg, which restricts’ costs to pubi;c expendm;res If the propesed changes to allow ER-TIFs

though the allocation of TIF mcr&ments are only those costs that mvoive pubhc cxpendmiras

17. Concerns have been razsr:d that a.’:l{)wmg ER-TIFS on private properties may lead to
increased remedlatmn costs because, due to a lack: of expertise and experience associated with the
remediation of contamination, _counties and municipalities may defer to the private property owner
to contract and -monitor the costs of the remediation, While counties and municipalities have

. expertise in mfrastmcture development, such-as street, sewer, water and electrical’ improvements,

- they may. niot have the expemse to, momtor COStS assemaied with envaromnental remediation.

N 3_ purpose, constztunonai ccncems zf itis difﬁcult to determine whmh costs are to'be borne by the ER-
" TIF district and whzch are to, bc bome by, private property owners, within the ER-TIF district.
General TIF iaw has been ruieci consnmtlonal because the taxing authorztzcs that share in: the TIF
district’s tax base Tbeneﬁt from the. expansmn of the. tax base that results from the redevciopment of .
the property within the. TIF district. ﬂewevcr as recogn;zed by the brownfields. study gmup,"
detecting - responsibility for contarmnatzon 18 net ~always clear. when co-contamination exists. .
Consequently, allowing the use of an ER~'I‘IF on private properties may make the public purpose of
Temediating contamination less clear. Conversely, it could also be argued that the tax dollars raised
through the ER -TIF dxstnct are being used for a pubhc purpose, because the remediation of
contamination on private property is necessary to address a public health concern.

19.  One alternative would be to allow counties and municipalities to establish an ER-
TIF for publicly-owned properties prior to incurring all costs, based on the information the bill
would require to be submitted to the joint review board and DOR. Properties could be transferred to
a private entity that was not responsible for the contamination, prior to incurring all costs associated
with the remediation of the property. This alternative would potentially increase the flexibility of
ER-TIF law for counties and municipalities, while addressing some of the policy concerns
assoctated with the inclusion of properties that were never publicly-owned in ER-TIF districts.

Shared Revenue and Tax Relief — Property Taxation (Paper #375) Page 5
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: --Lmnt on Creatmn of ER»’,{’I?S

-2_0. - The creatwn (}f general TIF distncts is hzmied tc cmes and v:]}ages a.nd by the
__ percentage of the mumc:1pahty s equalized value included in such districts: These districts cannot be
created if; (a) the value of the. proposed district, plus the value of all existing TIF districts in that
mummpahty, exceeds 7% of that municipality’s equalized value; and (b) the value of the proposed
TIF district, phus | the value increment-of all existing TIF districts in that mummpal;ty, exceeds 5% of
. the municipality's total equalized value, The number of ER-TIFs that can be created is not subject to
this limit. Including ER-TTFs under the current limits could address concerns related-to: the-total
usage of tax mcrementai fmancmg

_ 21 : Conversely, makmg ER—TIFS sub;ect to the cm*rent TIF lmutamns weuki reduce the

_ :abzhty of cmes and villages that-are currently at or above the limitation to nse ER-TIF financing to

mmedlate centa:mnated pro;aemcs Currentiy, 136 of the 335 cities and v1liages with a TIF dlstnct
: -(4{36%)areatmelﬁmt - RS S o L : :

ALTERﬁ:&TWES“m :B'_:ASE e
A E’sﬁaﬁﬁshﬁjéhi of ER-TIF Districts Prior to Completion of Remediation
- i_ . Approve the Govemor s recemmendanon to do the fo}}owmg

Allow a ‘county or ‘municipality to apply to DOR for cettification of an ER-TIF
tax mcrement ‘base " prior 10 mcumng all “costs associated with the remediation of the
: __;e_nv;}'on_mgntal contanunatzon, S e

g Requu‘e that a statément conta:mng mfo;:matmn on the remechanon costs already '
' mcun’ed pIus a detailed proposed remedial action ‘plan contaamng remediatzon cest esmnates for
antlczpated ehgﬁ)}e costs wathm the dxsmct be provzded to DDR and

e Reqmre ‘that the  statement mclude a cemﬁcata of DNR approval of a site
' mvestagatzon report that relates to the affected parceis wathm the mstnct '

2 In addition to adoptmg AItematzve #1, hmxt the permd for whxch eligible

‘expenditures that are to be repaid ‘by ER ’I‘IP mcrements can eccur to seven years as under generai
TIF law. '

<73 Maintain current law,
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B. ER-TIF Financing on Private Properties

1. Approve the Governor’s recommendations to make the following modifications to
current ER-TIF law:

a. Allow an ER-TIF district to include private properties; and

b. Allow a county or municipality to use an ER-TIF to pay the costs of remediating

groundwater contamination whether or not that county or municipality owns the property above
the groundwater;

2. Make the following modiﬁcatlons to current ER-TIF law:

_ a. Specxfy that a ER—TIF dxstrict may be estabhshed ~only on propertles that are .
pubhcly~owned at the time the ER-TIF proposai is approved by the Jomt review-board and the B

o base vaiue of the. dlsmct is cemﬁed by DOR

b Provzde that the property couid not be sold to the party’ responmble for the

contamination (properties could still be transferred to other private persons prior to completion
of remediation}; and

c. Specify that all eligible expenditures must be public expenditures.

3. Maintain current law.

C.  OtherProvisions

1. Approve the Governor’s recommendations to do the following: (a) expand the
definition of eligible costs; (b) reduce eligible costs by any amount that a county or muncipality
received; or reasenabiy expects to receive, from a local, state or federal program; (c) specify that
a ER-TTF district may only include contiguous parcels; and (d) expand the period of certification
for an ER-TIF district from 16 years to 23 years.

2. In addition to adopting Alternative #1 require that ER-TIFs be included in the
calculation used under general TIF law that limits the creation of additional TIFs within a

municipality and extend this limitation to ER-TIFs.

3. Maintain current faw.

Prepared by: Al Runde
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Senator Burke

SHARED REVENUE AND TAX RELEEF PROPERTY TAXATION

Envmonmemai Remedzanon TIF Distrzc’{s
[LFB Paper #875]
(Substitute for Alternative Sections A, B and C)

Motion:
~“Amend current ermronmentai remedzaﬂon TIF: Iaw to do the feliowmg

‘a. Allowa county or mumcapahty to appiy to D{)R for certzﬁcaﬁon of an ER—TIF tax :
mcrement base prior: to mcumng aﬁ costs associated wrth thc remedlatlon of the envzronmental':fi;

b. Require that a statement containing information on the remediation costs already
incurred, plus a detailed DNR-approved remedial action options plan containing remediation cost
estimates of anucapated eligible costs within the district, including a schedule for design,
implementation and construction, be provided to the joint review board and DOR;

c. Require that the statement include a certificate of a DNR«approved mvestigatwn repert

o that relaies to the affected parcels wzthm the chsmct

S d.,' Lzmxt the permd for wh:ich ehgabie expend1tures that are. to-be- repmd by BR»TIF
increments can occur to-seven years; as under general TIF law; . : g

e. Specify that a ER~’1 IF {hstnct may only mciude contiguous parcels mthm the pohncal
subdwzsmn creatzng the dzs’mct . ce - .

f. Aliow an ERwTIF dasmct to mciude pﬂvate properties :

g+ Allow- a- county ‘or municipality to use an ER-TIF to. pay. the costs of remediating
groundwater contamination whether or not that county or municipality owns the property above the
groundwater

h. va;de that the preperty conid not be sold to the party responsabie fer the:
contamination (propernes could still be transferred to other prxvate persens pmor 10 campietwn of

remed;atmn}

. Spec;fy that all elzgsbfe expendztures must be pubhc expendltares

Motion #751 Page 1



i Provide that costs associated with the removal of underground storage tanks and
assessments shouid be ehgzbie for relmbursement under the ER- TIF

k. Prowde émt cests assoczated with offnszte groundwater mvesngatmns and cleanups
should be eligible for reimbursement’ under ERuTiF evern 1f those costs are outside the boundaries
of the ER-TIF district; T et o

L Specify that the political subdivision is required fo seek cost recovery from the person
who caused the discharge, rather than the person in possession of the property;

m.  Expand the definition of eligible costs as recommended by the Governor;

n.  Reduce ehg1bie costs by any-ariount - that-a county -or -municipality received, or
e reasonably expects o recewe fromalocal state or federai program and :

Specafy that any property taxes cancelled by the p@htzcai subd:msmn assmmated with
the property are costs ehgzbie for reimbursement under ER-TIF. i

L ﬁ_:.N()te

' E:xcept icr expandmg the cemﬁcauoﬂ per;ed for an ER—TEF district from: 16 to 23 years the
motion would approve the Governor’s- recommendation, - Further; the motion would specify. the
foﬂowmg

'a.. That the deta:iied remed;al action plan site mvesﬁgatton repoﬁs presented to the joint
review board and DOR be DNR-Approved and that the action p}an contam a schedule for design,

implementation and construction of remedial action; -

b, That the political subdivision is required to:seek cost recovery from the perscrn who
caused the discharge, rather than the person in poessession of the property; . - :

¢.  That contiguous parcels within an ER-TIF district be thhm the pehtlca} subdavaslon
creatmg the dxstrict : S S T

d. That the property could not be sold 1o the party responsable for the contamination
(properties could still be transferred to other private persons prior to completion of remediation);

Motion #751 Page 2




e.  That all eligible expenditures must be public expenditures; and
f. The period for which eligible expenditures that are to be repaid by ER-TIF increments
would be limited to seven vears, as under general TIF law.

Further, in addition to the Governor’s recommendations, the motion would expand the
definition of eligible costs to include the following:

a. That costs associated with groundwater investigations and remediation that occur
outside the boundaries of the ER-TIF district should be eligible for reimbursement;

b.  That costs associated with the removal of underground storage tanks be eligible costs;
and

¢.  That any property taxes cancelled by the political subdivision associated with
properties within the ER-TIF would be eligible costs.

By expanding the definition of eligible costs, the motion would likely increase the level of
costs that are to be repaid through the allocation of tax increments.

MO#
BURKE ¥ N A
DECKER X NG A
JAUCH Y3 N A
MOORE Y, NA
- SHIBILSKI ;fg NOA
PLACHE XS N A
COWLES Y, N A
PANZER YY) N A
GARD X N oA
PORTER Y N A
KAUFERT (Y N A
ALBERS X Nj A
DUFF Y, N A
WARD ’z NoA
HUBER Ve NoA
RILEY Y O NA
X\M;‘

H
£33 E S

AYE " NO _L~ ABS
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Representative Duff

SHARED REVENUE AND TAX RELIEF -- PROPERTY TAXATION

Environmental Remediation Tax Incremental Financing
[LFB Paper # 875]

Motion:

Move to provide that a joint review board, prior to approving any proposed environmental
remediation tax incremental financing district that has incurred costs, or has an environmental
remedial action plan containing cost estimates, in excess of $80,000, must either:

a. Require that any contract entered into by the county or municipality to remediate the
identified contamination within the proposed ER-TIF districts contain a guaranteed maximum cost
that is to be paid by the county or municipality that is consistent with the costs identified in the
detailed remedial action plan; or

b. Require that the county or municipality have insurance to cover any costs in excess
of the costs identified in the detailed remedial action plan.

Note:

Under current law, a joint review board, consisting of the representatives from the
overlying taxing districts, must be created before any city, village, town or county may use
environmental remediation tax incremental financing. The board reviews and approves the TIF
proposal before the city, village, town or county can proceed with the creation of an
environmental remediation TIF district. Under the bill, any city, village, town or county
proposing to create an ER-TIF district must submit information on any eligible costs already
incurred, plus a detailed proposed remedial action plan containing cost estimates for anticipated
eligible costs of remediation, to the joint review board and DOR.

This motion would provide that the joint review board must require additional assurances
that no tax increments would be allocated to cover remediation costs beyond those identified in
the proposed district’s detailed remedial action plan for projects with estimated costs in excess of
$80,000, prior to approving the creation of an ER-TIF district.

Motion #725
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(Base) Bgency ‘Shared Revenue & Property Tax Rellef

Special charges for Cancelled Taxes on

';Tax;ﬁeilnquent Contaminated Land

ReébmmendatidﬁSQ'
Qaper ﬂb 876 Alternatlve 2

Comm@nts*I The Clty daesn't llke alternative 1, and the

. County éoesn t 1zke alternatzve 3. “So,_Alternatzve 2 is the

: .only way to ga.

.,1 ?he Clty probably isn’ o real pleased w1th aiternatlve 2

__:shouldn’t have to take’ the full bite either - it should be
' spread out. proportloaally to all taxxng dlstxlcts, just llke

:”f_money was pald out erglnaily

 prepared by: Barry

   e1ther, but it seems to be the most’ equltable solutlon.]-The Q£ j_N”:
© .. counties sh@uldn’t have to- tak@ ‘the full accounting loss for tax =
-:_dellnquent pxopertles in cxtles and’ vxllages, ‘and the c1tles.-" '




Legislative Fiscal Bureau
One East Main, Suite 301 - Madison, WI 53703 + (608) 266-3847 » Fax: (608) 267-6873.

_May 13, 1999 N _Joint Cormnittec on.}’*‘inanc.e R Paper #876

Specaal Charges for Cancelled Taxes on Contammated Tax Behnquent
Property (Shared Revenuﬁ and Tax: Rellef -- Pmperty Taxatmn)

[LFB 1999 01 Budget Summary Pace 552 #5}

CURREN T LAW

Under prowszens enacted as part of 1997 Act 27 counties and the City of Mllwaukce
may cancel all or part of the unpaid property taxes, plus-interest and penalties, on real’ property
for which a tax certificate has been 1ssued but a tax deed has not yet been recorded, if the
...foilowmg five' condmens are met RO S

(1.) the property is: contarmnated by a hazardous substance
L (2) an envzronmental assessment has been conducted and conciudes !:hat thc property'__' -

is contammated by the dxscharge of a hazardous substance

(3) . the owncr of the. property or another person agrees to clean up the property by
restoring the envxronment to the extent, pracncabie and minimizing the harmful effects from a
dlscharge of a hazardous substance in accordance with DNR rules;

4 the owner of the property or another person presents to the county or c1ty an
agreement with DNR to investigate and clean up the property; and

(5) the owner of the property agrees to maxnta.m and momtor the property as required
under DNR rules and under any contract entered into under DNR rules.

GOVERNOR

Require county treasurers to charge back as a special charge on the next tax levy any or
Call property taxes subject to a hazardous substance clean-up agreement. Provide that the charge
would be made against the taxation dxstnct (municipality) that zncluded the assomated property
on its tax roll. Specify that the prewswn takes effect thh the tax year bf:gmnmg on 1 anuary 1 of

Shared Revenue and Tax Relief -- Property Taxation (Paper #876) Page 1



the year that the bill takes ‘effect, unless the bill takes effect after Suly 31 in thch case the
provision takes effect for the tax year beginning on January 1 following the bill’s effectwe date.

DISCUSSION POINTS

E1. State law requires counties to “"buy out" other local govemments share of any
outstzmdmg property taxes on real property at the August property tax settiement, In theory,
counties'should be held harmless from any adverse fiscal effects because interest and’ penaltles are
charged on delmquent -amounts and ‘becauise tax delinguent ‘property. can be sold by the county to
recover unpaid amounts. Typlcal}y, the sales pnce excecds the taxes owed.

2. The combination of clean—up costs and unpaud taxes may exceed the market value of
contaminated, “tax delmquent property... By allowing -counties to cancel delinquent taxes on
contaxmnated property the. 1997 Act 2’7 provisions were mtended to make contannnatcd propemes
more marketable : : : - '

5 '3;' Ancther pmv:smn in 1997 Act 27 directed DNR to coordmate a study group on
brownfields. The study. group found that "many" counties -are reluctant to take title to delinquent,
. contaminated property. The provision proposed in the bill is mtended miake ¢ounties more wxlhnc to

.. cancel dehnquent taxes and takc title to brownfieid propemes LR

4. Under the proposa} the cost of the cancekicd taxes would be shxfted from the county
to the municipality. Through the tax settlement process, other taxing jurisdictions that levied taxes
on the property, such as:school, technical college’and specaal purpose districts, wouid continue to be
_ made whcie for the unpaid taxes that they levzed : - :

5. When taxes are cancelied or reﬁmded because of an’ excessive ‘assessment, a
"palpable” error, an illegal or unlawful tax or an action by a county board that voids the tax,
municipalities are permitted to charge back the costs of the refund to other Junsdlcuons that levied
' taxes on’the property. “This mechanism conld be extended 1o cancelled taxes on contaminated
property, if it is determined that a single unit of ‘government should not bear all of the cost of

cancelled taxes on this property.

6. As included in the bill, the proposal would require treasurers to charge back
cancelled taxes, but would give treasurers discretion as to how much of the cancelled taxes would
be included in the special charge. If the mtent is to requm the taxes to ‘be cha.rged back, the
proposal should extend to all cancelled'taxes.

ALTERNATIVES TO BASE

1. Approve the Governor’s recomendatxon to r@qmre county treasurers to charge back
as a special charge on the next tax levy any or all property taxes subject to a hazardous substance
clean-up agrecment ‘and provide that the cha:ce would be made agamst the taxation district
(municipality) that included the associated property on its taX roll.
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2. Requirg_ccunty treasurers to charge back as a special charge on the pext tax levy ali
cancelled property taxes subject to a hazardous substance clean-up agreement and provide that the
cost of the cancelled taxes be spread among the governments that levied taxes on the property.

3. Maintain current law.

Prepared by: Rick Olin

Moy LT /

BURKE N A
DECKER N A
JAUCH N A
MOORE N A
SHIBILSKI N A
PLACHE N A
COWLES NoA
PANZER N A
GARD NOA
PORTER N A
KAUFERT N A
ALBERS N} A
DUFF N A
WARD N A
HUBER N A
RILEY N A
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Representative Riley

SHARED REVENUE AND TAX RELIEF -- PROPERTY TAXATION

Assessment of Low-Income Rental Housing

Motion:

Move to modify provisions in state law related to procedures for valuing real estate to require
local assessors to exclude federal income tax credits extended under Section 42-0f the Internal
Revenue Code to owners of low-income, rental housing from calculations related 10 thc vaiue of .
that: hausmg, effc:cnve with property assessed as of January 1, 2000. -

Note:

Like other properties, federally-subsidized rental housing is assessed using the sales

- comparison, cost or income approaches to propetty: valuation.. However, in the Wisconsin Property . -
- Assessment Manual, DOR states that the income approach is often the most useful method for =~

“valuing subs;ckzed housing.” Under the income approach the present value of the property is
determined from the estimated future income of the property. By including federal income tax

credlts in the measure of income, a higher property value results. The treatment of federal income o

tax credazs in the' valuauon ‘of ‘subsidized housmg varies between mumcapahues, according ito

assessors and- EBOR staff. By requiring assessors to eithér include or exclude the credits when .

valuing submdzzed housing, more uniform treatment would result. This motion would reqmrﬁ the
exclusion of these credits, which would result in lower value for this property in the municipalities
that currently include these credits in making assessments.

Motion #326
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Senator Shibilski
Representative Kaufert

SHARED REVENUE AND TAX RELIEF -- PROPERTY TAXATION

Property Tax Exemption for Motion Picture Theatres

Motion:

Move to provide a property tax exemption for personal property owned and used by motion. . .
picture theatres, effective with property assessed as of January 1, 2000. Specify that this exemption o
does not apply 10 computer prc::peny, whxch is. a}ready exempt >

Note:

.. -Based on 1995 information -compiled by the U.S. Bureau of the Census, therg are 144 motion: -
'plcmre theatres in’ Wzscansm The preposal wouid exempt an estlmated $20 rmlhon in value and o
remove an estimated $500,000 in taxes on that value. In 1998, the statewide value for all taxable
property was $263,952 million, and the net taxes on that property totaled $5.594 million. The
proposal would shift the taxes on the property to be exempted to property that remains taxable. As.
a result, the taxes on a median-valued home taxed at the statewide average tax rate would increase
by about 20 cents. Statﬂ forestry taxes wouid decrease by an estimated $4,000 annually, begmnmg'
in 2000-01. '

[Change to Base: -$4,000 SEG-REV]
[Change to Bill: -$4,000 SEG-REV]

Motion #721
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Senator Moore

SHARED REVENUE AND TAX RELIEF -- PROPERTY TAXATION

Tax Incremental Financing -- Lead Contamination

Motion:

Move to provide cities and villages the authority to declare a public health concern related to
lead contamination of buildings and infrastructure. Further, if the lead contamination is declared a
public health concern, allow the removal of the contamination from buildings and mfrastructure'

within a tax incremental ﬁna.ncmg district to be mcluded as an eligible cost that could be repaxd_.'- -

' from the aﬂocat:on ef tax mcrements

Note:

- Under current law, city and. vxliage ‘governments may:create a taxincremental district if. .-

'50% or more of the proposed district’s area is- ”b};ghted "in: need of rehablhtation or conservation
work or suitable for industrial sifes. All project costs to be repaxd through the allocation of TIF
increments must directly relate to the elimination of blight or directly serve to rehabilitate or
conserve the area or to promote industrial development, whichever is consistent with the district’s
purpose. Pro;ect costs include, but are not limited to, costs related to capital development (such
as public .works or 1mprovements) environmental remedxatmn of soil and groundwater,
financing, real property assembly, professional services, zmpu_t@d_admmistranve services and
organizational activities (such as the cost of preparing environmental impact statements),

This motion would specify that the removal of lead contamination from buildings and
infrastructure would be included as an eligible project cost, if a municipality declares that the
contamination is a public health concern. This could allow additional costs to be incurred within
a TIF district.

Motion #722
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BURKE 'y N A
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Representative Gard

SHAREE} REVBNUE AND: TAX RELIEF PROPERTY TAXATION

impact Fees

Motion;

Move to modify provisions in state law regarding sewerage system service charges,
impact fees and the approval of plats (subdivision regulation), as follows: :

Sewerage System Service Charges. Prohibit any standby charges, connection fees or-
other charges that are not uniformly assessed against-all users as part of the periodic sewerage
service charges, unless the charges were adopted as part of an ordinance adopted in compliance
with the impact fee statute,

Imgact Fee Pr{)hiblt countzes from 1mposmg zmpact fees Remove the follawmg items
from Ehe deﬁmtion of public faczlmes for which impact fees may be imposed: (1) other
transportation facilities; (2) solid waste and recycling facmtxes,, and (3) libraries. Modify the
definition of public facilities for which impact fees may be 1mposed by deleting a reference to
"parks, playgrounds and other recreational facilities" and substztutmg a reference to "lands for
and basm real property improvemﬁnts to parks." 'Define "basic real property improvements to
' parks to include’ shelters piayground equipment, restroom facilities ‘and parking:lots. Modify

the current law provision that establishes that impact fees are payable before a building permit

may be issued to specify that this applies to a building permit issued for ‘the construction of
dwellings or other privately-owned structures within the 1aﬂd_development

Approval of Plats. Prohibit any fee or charge to. fund i:he acquisition or mstallatzon of any
land, infrastructure or other real or personal property, unless the fee or charge has been imposed.
as part of an ordinance adopted in compliance with the impact fee statute. Specify that any- .
required dedication of land or construction or installation of public or private improvements
cannot exceed the proportionate amount reasonably mecessary to serve the land in the
subdivision.

Note:

State law authorizes cities, counties, towns and villages to impose impact fees on developers
to pay for the capital costs that are necessary to accommodate land development, although counties
are prohibited from charging fees to recover certain transportation-related costs. The motion would

Motion #719 Page 1




- prohibit'counties from imposing impact fees.

Fees are required to bear a rational relationship to the need for new, expanded or improved
public facilities that aré required to serve land ‘development. Public facilities are’defined to exclude
facilities owned by school districts, but may include:

- highways and other transportation facilities;

- traffic control devices;

- facilities for collecting and treating sewage;

- facilities for collecting and treating storm and surface waters;

- facilities for pumping, storing and distributing water;
-+ parks, playgrounds and other recreational facﬂﬁzes

- solid waste and-tecycling facilities; CeEiay

- fire pmtecixon facilities:

~law _-'enforceme:m facaimes,
s em&rgency medlcal fam}mes, and

= Izbranes - '

) The motion wauld changﬂ the deﬁmtlon of pubhc facahtxes to exclude other transportatlon
) facmues, sohd waste and recyclmg faczhtles and hbrmes and would repiace the enumeration of
parks piaygrounds and, Qiher :ecreatzonai facﬂmes wzth a reference to "lands fﬁr and basxc real

__property ampro._ 'mams ) par :

: ’X‘he m@twn wouici changc cu;:rent law prcmsmns rf:gardmg fees and chargcs zmpesed for
sewerage servms ami fﬁr the approval of plats to conform. wzth the standards rsqmred fer charges

MO#
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Senator Decker

SHARED REVENUE AND TAX RELIEF -- PROPERTY TAXATION

Administrative Rules for Use Value

Motion:

Move to modify current law provisions related to the Wisconsin Property Assessment
Manual, which is published by DOR, to prohibit DOR from specifying per acre value guidelines for

agricultural land in any municipality, if those guidelines are based in whole, or in part, on

procedures that have not been included in the administrative rules adopted by DOR pertaining to
the assessment of agricultural property, effective with guidelines specified for assessments as of
January 1, 2000.

Noter .

Under provisions included in 1995 Act 27, use value assessment of agricultural land is being
phased-in over a period through 2007. Also, Act 27 created the Farmland Advisory Council to
assist DOR during this period. State law provides that use value assessments be based on the
income that could be generated from the rental of land for agricultural use and requires DOR to
adopt administrative rules related to use value assessment. In 1997, DOR adopted administrative
rules that reﬂectéd the valuation procedures approved by the Farmland Advisory Council. The
1998 per acre value guidelines that were published as a supplement to the Wisconsin Property
Assessment Manual in 1997 were based on these rules and procedures. In 1998, the Farmland
Advisory Council adopted changes to those procedures and those changes are reflected in the
guidelines for valuing agricultural land in 1999, which were published in 1998 as a supplement to
the Manual. However, DOR has not proposed to amend its administrative rules to reflect the
valuation procedures now being used. This motion would prohibit DOR from publishing per acre
value guidelines that reflect the 1998 modification unless DOR amends its administrative rule to
reflect the change. The provision would first affect guidelines related to assessments for 2000,

Motion #720
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- Representative Ward

SHARED REVENUE ANE TAX RELIEF - PROPERTY TAXATION

Deﬁmn(m of Af’"z‘icultural Land

Motion:

Move to ‘modify the definition: of agricultural land to include land:that meets the following
conditions: (1) it does not contain any buildings or improvements; (2)it.is contiguous to-land that
is devoted primarily to an agricultural use, as-defined by rule; (3) it is limited in acreage to not
more than 75% of the total acreage of all contiguous land that is owned by the same person; (4) it
is so covered with trees or woody vegetation that it is 1mpract1cable to use the land for pasture or for
growing crops; and (35) it is not productive forest land. Provide that the agricultural land included
‘under this definition be included under the current Taw provisions and: percentages governing the
phase-in of the use value assessment of agricultural land. Provide that the vaiue of the land as of
January 1, 1999, be used as the land’s "frozen" value for purposes of calculating assessed values
during the phase-in. Provide that the per acre use value calculated for pasture land be used as the
per acre value for agricultural land included under this definition, both during the phase-in period
and when use value assessments become fully implemented. Specify that these provisions become
effective for assessments as of January 1, 2000.

Note:

There are 3.2 million acres on farms that are undeveloped, but not employed in an
agricultural use. The entire 3.2 million acres of undeveloped, non-agricultural land on farms is
unlikely to be affected by this motion. Some of those acres do not meet the definition proposed in
the motion and some acres are not subject to property taxes, because they are taxed under programs
such as the managed forest land program. Although information on the number of acres that would
not qualify is unavailable, the following analysis assumes half of this land, or 1.6 million acres,
would meet the definition of nonproductive agricultural land established by the motion. On a per
acre basis, average values are estimated at $632 in 2000. Under use value, pasture land has an
average value of $141 per acre. The proposal would cause nonproductive agricultural land to have
an average assessed value of $441 per acre in 2000. As a result, the 2000(01) net taxes on the
nonproductive agricultural land would decrease by an estimated $4.3 million, from $14.0 million to
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$977 ‘million. If use value was fully impiemented in 2000(01), the estimated net taxes on
nonproductive agricultural property would decrease by $11.0 million, to $3.0 million. The proposal
would remove an estimated $298.7 million in tax base in 2000(01), or $769.7 million when use
value is fully implemented. The taxes on the affected property would be shifted to other property.

As a result, the taxes on a median-valued home would increase by an estimated $2 in 2000(01), or
by $7 after use value is fully phased-in. State forest tax collections would drop by an estimated

$59,700 in 2000-01, with this drop increasing to $153,900 annually once this change is fully
phased-in.

The motion would result in some otherwise identical parcels being taxed differently,
depending on their location relative to productive agricultural land and their ownership. It is

possible that this distinction could be chalfenged in court. The court would then have to dec:Ide
: whether the ciassxﬁcatxon is reasonable. :

{Change to Base: -$59,700 SEG- REV]
- {Change to Bill: -359,700 SEG-REV]
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Comments: These 3 items seem fine to me. Action is needed
since this is a base agency.
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