Overview of Agricultural Land
Valuation

A MONTANA DEPARTMENT OF REVENUE




Agricultural Land — Class 3

= = Class 3
= 50+ million acres
" |ncludes
" Agricultural land
* Nonqualified agricultural land
=" Nonproductive patented mining claims




Agricultural Land Valuation

* Income Approach
=\ =1/R

Productivity _ land productivity X commodity price X crop share

Value rate of return

Value = (Productivity X Price X Crop Share)/6.4%




Productivity

Value = (Productivity X Price X Crop Share)/6.4%




Commodity Price

" Grazing Land
" private grazing fee

=" Non-irrigated farm land (Summer fallow & continuous crop farmland)
" spring wheat

" [rrigated land & Non-irrigated hay land
" alfalfa hay

Value = (Productivity X Price X Crop Share)/6.4%




2017 Commodity Prices

2017
Olympic Average

Indicates price not included in the average

Commodity Spring Wheat Alfalfa Private Grazing Fee
2015 $4.80 $100.00 - 523.60
2014 $6.08 $101.60 $23.00
2013 $6.70 $112.80 $21.00
2012 5839 - $1i6.80 $20.50
2011 $8.36 S$78.4 $19.40
2010 $6.87 $63.20 $18.40
2009 $5.72 $76.80 $18.00
2008 $7.36 $93.60 $18.10
2007 $7.49 $63.20 $17.80
2006 - s4.58 - $62.40 —SFEPe—

2017 Average $6.67 $86.20 $19.53

2015 Average $6.36 $76.50 $18.08

% change from 2015

4.9%

12.7%

8.0%

Value = (Productivity X Price X Crop Share)/6.4%
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				2017		Indicates price not included in the average

				 Olympic Average

				Commodity		Spring Wheat		Alfalfa		Private Grazing Fee

				2015		$4.80		$100.00		$23.00

				2014		$6.08		$101.60		$23.00

				2013		$6.70		$112.80		$21.00

				2012		$8.39		$116.80		$20.50

				2011		$8.36		$78.40		$19.40

				2010		$6.87		$63.20		$18.40

				2009		$5.72		$76.80		$18.00

				2008		$7.36		$93.60		$18.10

				2007		$7.49		$63.20		$17.80

				2006		$4.58		$62.40		$16.20

				2017 Average		$6.67		$86.20		$19.53



				2015 Average		$6.36		$76.50		$18.08

				% change from 2015		4.9%		12.7%		8.0%






Crop Share & Capitalization Rate

Crop Share
e 15-7-201, MCA
... * typical business practices

e MSU study

{\l'+ Capitalization Rate
15-7-201, MCA
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Valuation Example

Summer Fallow Farmland

Land productivity =22 bu./ac
Average price for spring wheat = 56.67/bu.
Crop share =12.5%
Capitalization rate = 6.4%

22 bu/ac X $6.67/bu X 12.5%
6.4%

= $286.60/acre




Valuation Example

== 23t

-H'i_an_d productivity __
Average price for spring wheat = $19.53/éum

‘F o

; -:‘.- | ]

Expenses =25%

Capitalization rate = 6.4%

.21 aum/ac X ($19.53/aum —(19.53 x 25%)) = $48.13/acre
6.4%

Value = (Productivity X (Price — Expenses))/6.4%



Agricultural Eligibility

= Application process
= parcels less than 160 acres
= 15-7-202, MCA

= Basis for agricultural eligibility

= $1,500 annual gross agricultural income
= 1985 legislature, SB 431

=15-1-101, MCA




Agricultural Eligibility

= 160 acres or more

e automatic ag
= 20 acres to less than 160 acres

* nonqualified agricultural land

e apply for agricultural classification
" |ess than 20 acres

 market land

e apply for agricultural classification

5 M




Grazing Land Eligibility

Carrying capacity
animal unit months (AUMs)
based on the NRCS soil survey
Requirement
minimum of 31 AUMs
MCA 15-7-202
hobby horses or other hobby animals. 15-7-202, MCA




Specialty Crops

i
r e ;f:._'.

¢ ® fruit tree orchards, vineyards, cultivated Christmas trees, sod farms,
© gardens and nurseries

..~ =valued at highest productivity of continuously cropped farmland ’?
* 60 bushels per acre ($1,563)

i
b,




Nonqualified Agricultural Land

Parcels 20 acres to less than 160 acres
= 15-6-133, MCA
" created by 1993 legislature
= application not required
" agricultural use not required
" gverage grazing value (2017 value = S48/Acre)
m 7 times the agricultural tax-rate (15.12%)
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Agricultural Parcel Numbers

Agricultural Parcels by Size




1 Acre Beneath a Residence

| = on agricultural land

" valued at the highest productive value of agricultural land
(2017=52,302)

= 15-7-206, MCA
= 1995 |egislature SB 138
" on nonqualified agricultural land

= valued at market value
= 15-6-134, MCA




1 Acre Beneath a Residence

e Agricultural home site comparison

Agricultural Productive Value

Market Value

2017 total
value

taxable
value

homesite
acre value

2017 total
value

taxable
value

average
market value

total acres

67,951,483

1,467,752

2,302

905,819,038

12,228,557

33,449

29,634




FARMSITE_SUM_BY_COUNTY

				County		2017 agricultural value		 taxable value		2017 market value		taxable value

		201		1		385,838		8,334		3,914,293		52,843

		202		2		2,163,880		46,740		29,913,600		403,834

		203		3		2,702,260		58,369		47,285,301		638,352

		204		4		964,768		20,839		35,326,273		476,905

		205		5		1,583,776		34,210		33,160,500		447,667

		206		6		2,700,182		58,324		114,288,484		1,542,895

		207		7		1,691,291		36,532		36,725,271		495,791

		208		8		2,440,120		52,707		30,786,900		415,623

		209		9		1,181,041		25,510		8,362,715		112,897

		210		10		2,169,299		46,857		36,793,893		496,718

		211		11		976,048		21,083		9,588,000		129,438

		212		12		1,395,185		30,136		11,495,025		155,183

		213		13		3,955,045		85,429		90,717,985		1,224,693

		214		14		966,840		20,884		4,212,300		56,866

		215		15		2,814,922		60,802		45,925,696		619,997

		216		16		1,190,756		25,720		5,358,561		72,341

		217		17		1,147,133		24,778		7,873,456		106,292

		218		18		1,570,420		33,921		25,898,268		349,627

		219		19		2,315,812		50,022		15,693,600		211,864

		220		20		1,765,634		38,138		5,292,300		71,446

		221		21		757,496		16,362		3,027,352		40,869

		222		22		1,506,226		32,534		9,005,166		121,570

		223		23		916,196		19,790		8,358,000		112,833

		224		24		1,224,664		26,453		4,309,200		58,174

		225		25		1,878,591		40,578		27,526,933		371,614

		226		26		1,095,752		23,668		4,747,400		64,090

		227		27		1,371,992		29,635		11,388,000		153,738

		228		28		773,472		16,707		4,623,696		62,420

		229		29		1,395,012		30,132		10,708,500		144,565

		230		30		275,409		5,949		3,530,545		47,662

		231		31		1,867,774		40,344		17,209,474		232,328

		232		32		1,460,635		31,550		21,567,607		291,163

		233		33		471,910		10,193		2,193,500		29,612

		234		34		1,176,322		25,409		4,701,200		63,466

		235		35		847,065		18,297		10,440,944		140,953

		236		36		1,017,484		21,978		7,690,800		103,826

		237		37		787,284		17,005		5,387,800		72,735

		238		38		722,828		15,613		2,930,600		39,563

		239		39		683,694		14,768		6,118,200		82,596

		240		40		1,148,698		24,812		16,141,800		217,914

		241		41		1,058,920		22,873		3,845,600		51,916

		242		42		962,236		20,784		7,440,400		100,445

		243		43		702,110		15,166		9,745,900		131,570

		244		44		455,796		9,845		2,732,400		36,887

		245		45		485,722		10,492		1,055,700		14,252

		246		46		604,977		13,068		7,423,158		100,213

		247		47		648,054		13,998		6,559,369		88,551

		248		48		596,218		12,878		1,579,900		21,329

		249		49		1,832,392		39,580		50,409,585		680,529

		250		50		759,660		16,409		1,903,530		25,698

		251		51		821,814		17,751		8,967,711		121,064

		252		52		478,287		10,331		1,049,427		14,167

		253		53		382,132		8,254		1,527,200		20,617

		254		54		135,818		2,934		2,204,600		29,762

		255		55		349,904		7,558		3,404,800		45,965

		256		56		218,690		4,724		3,188,700		43,047

		Grand Totals:		Statewide Totals		67,951,483		1,467,752		893,257,117		12,058,971





for handout

				Agricultural Productive Value						Market Value

		County		2017 total value		 taxable value		estimated taxes per farmsite		2017 total value		 taxable value		estimated taxes per 1 acre site		average market value		 total acres		average 2016 county mills

		Beaverhead		1,570,420		33,921		28		25,898,268		349,627		291		37,963		682.20		568.491

		Big Horn		1,506,226		32,534		24		8,994,466		121,425		89		13,767		653.31		481.222

		Blaine		1,224,664		26,453		33		4,309,200		58,174		72		8,100		532.00		657.228

		Broadwater		702,110		15,166		25		9,784,320		132,088		217		32,080		305		502.198

		Carbon		2,169,299		46,857		26		36,793,893		496,718		271		39,045		942		513.389

		Carter		962,236		20,784		12		7,440,400		100,445		56		17,800		418		232.214

		Cascade		2,163,880		46,740		31		29,913,600		403,834		268		31,823		940.00		624.683

		Chouteau		2,315,812		50,022		27		15,693,600		211,864		113		15,600		1006.00		536.706

		Custer		966,840		20,884		35		4,212,300		56,866		95		10,029		420.00		704.201

		Daniels		787,284		17,005		28		5,403,600		72,949		120		15,800		342.00		562.231

		Dawson		1,190,756		25,720		31		5,358,561		72,341		88		10,359		517.27		630.762

		Deer Lodge		275,409		5,949		34		3,530,545		47,662		271		29,510		119.64		681.274

		Fallon		683,694		14,768		14		6,118,200		82,596		81		20,600		297.00		289.469

		Fergus		2,440,120		52,707		29		30,786,900		415,623		230		29,147		1060.00		586.779

		Flathead		1,691,291		36,532		30		36,725,271		495,791		414		50,301		734.71		612.968

		Gallatin		2,700,182		58,324		32		114,288,484		1,542,895		834		97,811		1172.97		634.133

		Garfield		759,660		16,409		28		1,956,900		26,418		45		5,930		330		565.815

		Glacier		722,828		15,613		33		2,930,600		39,563		84		9,333		314		665.342

		Golden Valley		382,132		8,254		23		1,527,200		20,617		58		9,200		166.00		464.786

		Granite		604,977		13,068		27		7,423,158		100,213		207		28,246		262.81		542.975

		Hill		1,395,185		30,136		29		11,495,025		155,183		152		18,966		606		592.924

		Jefferson		821,814		17,751		25		8,967,711		121,064		172		25,120		357		506.523

		Judith Basin		1,017,484		21,978		20		7,690,800		103,826		96		17,400		442		408.33

		Lake		2,814,922		60,802		29		46,053,870		621,727		299		37,662		1222.82		587.961

		Lewis & Clark		1,583,776		34,210		34		33,160,500		447,667		442		48,335		688.00		679.899

		Liberty		596,218		12,878		25		1,579,900		21,329		41		6,100		259		502.196

		Lincoln		218,690		4,724		27		3,211,100		43,350		246		33,449		96		545.255

		Madison		1,878,591		40,578		16		35,681,990		481,707		193		43,832		814.07		326.144

		McCone		1,058,920		22,873		30		3,845,600		51,916		68		8,360		460.00		600.623

		Meagher		648,054		13,998		29		6,559,369		88,551		184		23,300		282		583.578

		Mineral		135,818		2,934		32		2,204,600		29,762		323		37,366		59.00		640.242

		Missoula		964,768		20,839		40		35,326,273		476,905		919		84,291		419.10		808.031

		Musselshell		916,196		19,790		29		8,358,000		112,833		167		21,000		398.00		590.694

		Park		1,832,392		39,580		26		50,409,585		680,529		454		63,329		796.00		531.358

		Petroleum		349,904		7,558		31		3,404,800		45,965		189		22,400		152.00		623.44

		Phillips		976,048		21,083		24		9,588,000		129,438		147		22,613		424.00		481.081

		Pondera		1,095,752		23,668		33		4,747,400		64,090		89		9,974		476		662.891

		Powder River		1,181,041		25,510		19		8,362,715		112,897		86		16,300		513.05		391.325

		Powell		773,472		16,707		28		4,623,696		62,420		103		13,761		336		553.928

		Prairie		485,722		10,492		27		1,076,100		14,527		38		5,100		211		547.362

		Ravalli		3,955,045		85,429		27		90,717,985		1,224,693		388		52,832		1,717		543.986

		Richland		1,371,992		29,635		17		11,388,000		153,738		90		19,107		596.00		350.357

		Roosevelt		1,147,133		24,778		26		7,873,456		106,292		113		15,800		498.32		531.733

		Rosebud		1,395,012		30,132		13		10,708,500		144,565		61		19,647		725.64		306.497

		Sanders		847,065		18,297		22		10,440,944		140,953		170		28,375		368		444.499

		Sheridan		1,176,322		25,409		28		4,701,200		63,466		69		9,200		511		556.725

		Silverbow		385,838		8,334		37		3,914,293		52,843		231		23,354		167.61		734.116

		Stillwater		1,460,635		31,550		25		25,407,007		342,995		268		40,042		635		495.221

		Sweet Grass		1,148,698		24,812		25		16,390,800		221,276		225		32,847		499.00		507.056

		Teton		1,867,774		40,344		26		17,249,874		232,873		149		21,260		811.37		517.587

		Toole		757,496		16,362		28		3,027,352		40,869		71		9,200		329.06		569.418

		Treasure		471,910		10,193		21		2,193,500		29,612		60		10,700		205.00		418.72

		Valley		1,765,634		38,138		27		5,292,300		71,446		51		6,900		767.00		551.429

		Wheatland		455,796		9,845		21		2,732,400		36,887		79		13,800		198.00		423.681

		Wibaux		478,287		10,331		16		1,059,627		14,305		23		5,100		207.77		328.442

		Yellowstone		2,702,260		58,369		30		47,285,301		638,352		332		40,316		1172.88		609.95

		Statewide Totals		67,951,483		1,467,752				905,819,038		12,228,557				33,449		29,634





Comparison of 1 Acre Farmsite
Valuation Options 	




statewide stats

				2017 agricultural value		 taxable value				2017 market value		taxable value

		Statewide Totals		67,951,483		1,467,752				893,257,117		12,058,971

		tax rate				0.0216						0.0135

		diff in value								1215%				722%

				Agricultural Productive Value						Market Value

				2017 total value		 taxable value		homesite   acre value		2017 total value		 taxable value		average market value		 total acres

		Statewide Totals		67,951,483		1,467,752		2,302		905,819,038		12,228,557		33,449		29,634

						0.0216						0.0135

								$2,293		1233%		733%
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