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Note: Chapter Tax 18 was created as an emergency rule effective January 29,
1986. Chapter Tax 18 was repealed and recreated by emergency rule effective
December 6, 1995, Chapter Tax 18 as it existed on August 31, 1996 was repealed and
anew chapter Tax 18 was created cffective September 1, 1996.

Subchapter I

Assessment of agricultural property
in 1996 and in 1997

Tax 18.01 Purpose. The purpose of this subchapter is to
establish definitions and provide criteria that will facilitate imple-
mentation of 1995 Wisconsin Act 27 with regard to the assessment
of agricultural land in 1996 and in 1997.

History: Cr. Register, August, 1996, No. 488, cff. 9-1-96; am., Regisfer, Sep-
tember, 1997, No. 501, eff. 10-1-97.

Tax 18.02 Definitions. In this subchapter:

{1) “Land devoted primarily to agricultural use” means land
classified agricultural in 1995 that is not in a use that is incompat-
ible with agricultural use on the assessment date, Swamp or waste
or productive forest land located in villages and cities is not
devoted primarily to agricuitural use, and agricultural buildings
and improvements and the land necessary for their location and
convenience are not devoted primarily to agricultural use.

Note: Under prior law, swamp or waste or productive forest land located in vil-
fages and cities was classified agricultural because villages and cities were not per-
mitted to classify kand swatnp or waste or productive forest land, Since 1995 Wis.
Act 27 requires villages and cities 10 use the swamp or wasic and productive forest
land classifications, all such land located in villages or cities is fo be reclassified

swamp or waste or productive forest, according to the Wisconsin Property Assess-
ment Manual.

Example: Twenty acres of agricultural tand were sold and recorded as a legal
deseription in April 1998 and commercial construction began in October 1995,
Although theland was inagricultural use in 1995, this legal deseription is not devoted
primarily to agriculiural use due {0 the consiructior on the property.

Example: Under aconditional use permit, an owner opensa 15-acre sand and gravel
quarry on a 40-acre legal deseription in October 1996, Although the 15 acres were
in agricultural use during 1996, extraction of sand and gravei is incompatible with
agticuliural use, Therefore, the 15 acres are not deveted primarily to agricultaral use
and are not classified agricultural in 1997,

(2) “Other” means agricultural buildings and improvements
and the land necessary for their location and convenience.

Example: Alegal description of 4} acres is focated in a village and includes a house
and other agricultural buildings and improvements on 2 acres of land, 18 acres of for-
est, and 20 acres in corn, Although all 40 acres were classified agricultural in 1995,
only the 20 acres of cropland are devoled primarily to agricultural use and are classi-
fied agricultural in 1996 and 1997; the house, agricullural buildings and improve-
ments and 2 acres are classified “Other”, and 18 acres are classified productive forest,

{3) "Parcel of agricultural land” means land devoted primarily
to agricultural use within a single legal description.

Note: The definition of “parcel of agriculiural Jand” used here implements the
intentof the legislature in only freezing the assessment of agricultural land. 1fa*“par-
cel of agricultural Jand™ were defined as the complete legal description of a tract
which was predominantly agricultural, the assessment of non-—agricultural land
withinthe legal description would befrozen, Similarly, the assessment of agricultural

land within a legal description which was not predominantly agriculinral would not
be frozen.

Examplet A farmer sells 5 acres of a 40-acre legal description in February 1995 and
the 5 acres are recorded as a separate legal description. The farmer rents back the 5
acres and continizes working the entire 40 aeres, The 5 acres are a parcel of agricul-

tural Jand. Had residential construction begun on the S—acre legal description by Jan-
vary 1, 1997, it wonld not be a parcel of agricultural land.

Example: A residence and 2 I-acre vegelable garden are located on a 2-acre legal
description that was classified residentialin 1995, Although the owner produces veg-
etables and may seil some at a farmer's market, the 2—acres do not constitute a parce!
of agricultural land,

History: Cr. Register, August, 1996, No. 488, eff, 9-1-96; am, {intro.), Register,
September, 1997, No. 501, eff, 10-1.97,

Tax 18.03 Assessment of agricultural property in
1996 and in 1997. (1) For assessments as of January 1, 1996
and January 1, 1997, the assessed value of each parcel of agricul-
tural land is the assessed value of that parcel as of January 1, 1995,

(2) Forassessments as of January 1, 1996 and January 1, 1997,
praperty classified Other is assessed according to s. 70.32 (1),
Stats.

Example;: Thirty-seven acres of a 40-acre legal description are devoted primarily
to agricuttural use and are assessed as provided in sub. (1). The remaining 3 acres
are needed for the location and convenience of a residence, bam, farm buildings, and
well, The 3 acres, residence, buildings and facilities are assessed according 10 5.
70.32(1), Stats., on January 1, [996 since they are classified “Other”,

History: Cr. Register, August, 1996, No. 488, off. 9-1-96.

Subchapter IT

Assessment of agricultural property
in 1998 and thereafter

Tax 18.04 Purpose. The purpdse of this subchapter is to
provide definitions and procedures for the department and munic-
ipal assessors to classify certain real property as agricultural or
other, and to value such property for property tax purposes, begin-
ning in 1998.

History: Cr., Register; September, 1997, No. 501, eff. 10-1-97.

Tax 18.06 Definitions. In this subchapter:

(1) “Agricultural use” means any of the following:

(a) Activities included in major group 01 — agricultural pro-
duction—crops, set forth in the standard industrial classification
manual, 1987 edition, published by the executive office of the
president, .S, office of management and budget.

(b} Activities included in major group 02 — agricultural pro-
duction-livestock and animal specialties, set forth in the standard
industriz] classification manual, 1987 edition, published by the
exccutive office of the president, U.S. office of management and
budget.

Note: Major group 01 — agricultural production—crops and major group 02 —
agricultural production-livestock and animal specialties, set forth in the standard
industrial classification manval, 1987 cdition, published by the executive office of
the president, U.S. office of management and budget, are reproduced in full in the

Wisconsin property assessment manual under s, 73.03(2a), Stats. Inaddition, copies
are on file with the department, the secretary of state, and the revisor of statutes.

(c¢) Growing Christmas trees or ginseng,

(d) Land eligible for enrollment in any of the following federal
agriculture programs: the conservation reserve program
1991-1995 under 7 CFR 1410; the conservation reserve program
19861990 under 7 CFR 704; the feed grain program under 7 CFR
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1413; the water bank program under 7 CFR 752; the agricultural
conservation program under 7 CER 701; or the dairy price support
program under 7 CFR 1430 and 282.

(2) “Council” means the farmland advisory council under s.
73.03(49), Stats,

(3) “Department” means the department of revenue.

{4) “Land devoted primarily to agricultural use” means land
in an agricultural use for the production season of the prior year,
and not in & use that is incompatible with agricultural use on Janu-
ary | of the assessment year.

{5) “Other” means agricultural buildings and improvements
and the Tand necessary for their location and convenience,

{6) “Parcel of agricultural land” means land, contained within
a single legal description, that is devoted primarily to agricultural
use. .
History: Cr., Register, September, 1997, No, 501, ¢ff, 10-1-97,

Tax18.06 Land classified agricuitural; categories of
agriculturatland. (1) An assessor shall classify as agricultural
land devoted primarily to agricultural use. Land devoted primar-
ily to agricultural use shall typically bear physical evidence of
agricuftural use, such as furrows, crops, fencing or livestock,
appropriate to the production season. If physical evidence of agri-
cultural use is not sufficient to determine agricultural use, the
assessor may request of the owner or agent of the owner such
information as is necessary to determine if the land is devoted pri-
marily to agricultural use.

(2) For each legal descriptior of property that includes a par-
cel of agricultural land, the assessor shall indicate on the property
record card, by acreage, the category of agricultural land, Catego-
ries of agricultural land are the following:

(a) First grade tillable cropland.
(b) Second grade tillable cropland.
{¢) Third grade tillable cropland.
{d) Pasture.

(e) Specialty land.
History: Cr, Register, September, 1997, No, 501, eff, 10-.1-97,

Tax 18.07 Use-value. (1)} (a) Beginning in 1997 and
each year thereafter, the council shall adopt and the department
shall publish in the Wisconsin property assessment manual a use
value per acre for each category of agricultural land, except spe-
cialty land, in each municipality. Use value per acre of specialty
land shall be adopted and published for the municipalities in
which specialty Iand is located. Use value per acre for each cate-
gory of agricultural land in each municipality shall be calculated
by dividing the net rental income per acre for that category of agri-
cultural land in that municipality calculated under par. (b) by the
capitalization rate for that municipality calculated under par. (c).

(b) Net rental income per acre. 1. Beginning in 1997 and in
each year thereafter, net rental income per acre for each category
of agricultural land in each municipality shall be caleulated by
subtracting average total cost of production per acre under subd.
3 from average gross income per acre under subd. 2.

2. Beginning in 1997 and in each year thereafter, average
gross income per acre for each category of agricultural land in
each municipality shall be calculated by multiplying the catego-
ry’s 5—year average yield per acre, adjusted for the typical produc-
tivity of that category, by the 5~year average market price per unit
of output. ¥Yield per acre shall be based on the federal soil con-
servation service’s soil productivity indices and market price data
shall be obtained from the Wisconsin department of agriculture,
trade and consumer protection. If the federal soil eonservation
service and the Wisconsin department of agriculture, trade and
consumer protection are unable to provide, or to provide timely,
soil productivity indices and market price data, respectively, com-

Register, September, 1997, No. 501

WISCONSIN ADMINISTRATIVE CODE

202

parable data shall be obtained from other generally acceptable
sources,

3. Beginning in 1997 and in each year thereafter, average total

‘cost of production per acre for each category of agricultural land

shall be calculated from farm expense information obtained from
the Wisconsin department of agriculture, trade and consumer
protection, the university of Wisconsin, federal agencies, or farm
credit services associations. Property taxes are not a farmexpense
for purposes of calculating average total cost of production per
acre.

{c) Capitalization rate. Beginning in 1997 and each year
thereafter, the capitalization rate for each municipality shall be
determined as follows:

1. The department shall survey each federal land credit
association (FLCA) and each agricultural credit association
(ACA) in Wisconsin to obtain the interest rate charged by that
association for a medinm-sized, 1-year adjustable rate mortgage
(ARM), as of Jannary 1 of the year prior to the assessment year.
In addition, the survey shall obtain each association’s stock pur-
chase requirement, if any, for such a mortgage. The 1997 survey
shall include each association’s 1-year ARM rate and the stock
purchase reguirement for a medium-sized loan, as of January 1
for the years 1993 to 1997,

Note: Ifan FL.CA and an ACA merge, the combined association’s interest rate and
stock purchase requirement shall be obtained.

Note: Each FLCA and cach ACA divides loans into 3 to 5 tiers based on loan size
and sets a 1-year ARM rate for each tier. Although the dollar amount of a medivm-
sized loan may vary among FLCAs and ACAs, each FLCA and cach ACA offers
medium-sized or middle ter loans at a specific I-year ARM rate as of January 1.

2, The effective [-year ARM rate of each FLLCA and ACA for
each year shall be caleulated by dividing that association’s 1-year
ARM rate by one minus that association’s stock purchase require-
ment as of January 1 of the same year, expressed as a percentage
of the loan. ~

Example: If an FLCA or an ACA has a 2% stock purchase requirement, a
borrower receives $98,000 of a S1O0,000 loan. If the 1-year ARM rate is 9%, the
effective rate of the toan is 9.18% [9 / (1-02)].

3. The statewide average effective rate for each year shall be
calculated by averaging the effective 1—year ARM rates under
subd. 2.

4. The statewide average effective rate for the year prior to the
assessment year shall be averaged with the statewide average
effective rates for the 4 prior years to obtain a statewide 5-year
moving average rate.

5. The capitalization rate for each municipality for each
assessment year shall be calculated by adding the statewide
5—year moving average rate for the year prior to the assessment
year to the net tax rate of that municipality for the property tax levy
2 years prior to the assessment year.

{2) Notlater than January 1, 1998, and each January ! thereaf-
ter, the department shall provide assessors with the use value per
acre for each category of agricultural land in each municipality,
calculated under sub. (1). The use value per acre for each category
of agricultural land in each municipality shall be published annu-
ally in the Wisconsin property assessment manual.

(3) (a) The assessor shall determine the use value of each par-
cel of agricultural land based on the use value per acre for that
category of agricultural land in that municipality provided by the
department, adjusted by the assessor to reflect more accurately the
use value of that parcel of agricultural land.

(b} The assessor shalt equate the use value of each parcel of
agricultural land to the general level of assessment in the taxation
district in which that parcel of agricultural land is located.

History: Cr, Register, Seplember, 1997, No. 501, ¢ff, 10-1-97,

Tax 18.08 Assessment of agricultural fand.
(1) Beginning in 1998, the assessment of each parcel of agricul-
tural land shall be determined as follows:
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(a) Subtract the use value of the parcel as determined under s.
Tax 18,07 (3) (b) from its 1996 assessment.

(b) Multiply 0.1 by the number of years that the parcel has been
assessed under this subchapter, including the current year.

(c) Multiply the amount under par, (a} by the decimal under
par. (b).

(d) Subtract the amount under par. (¢} from the parcel’s 1996
assessment,

Note: If the use value of a parcel of agricultural land in any year exceeds the 1996
assessment of that parcel, the assessment for that year will be higher than the 1996
assessment, -

(2) Land classified agricultural after 1998 shall be assessed
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using the parcel’s 1996 assessment in the formula under sub. (1).
The number of years factor under sub. (1) (b) will be lower for par-
cels classified agricultural after 1998 than for parcels classified
agricultural in 1998,

(3) In 2008 and thereafter, the assessment of each parcel of
agricultural land shall be its use—vahue, as determined unders. Tax
18.07 (3} (b).

History: Cr., Register, September, 1997, No, 501, eff, 10-1-97,

Tax18.09 Assessmentof other property. Anassessor

shall assess property classified as other according to s. 70.32 (1),
Stats.
History: Cr., Reglister, Seplember, 1997, No. 501, eff, 10-1-97.
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