Questions regarding any statutorily related issues
surrounding use-value assessment should be directed to
Jason Hughes at the Property Tax Unit, Virginia
Department of Taxation. Questions regarding the
technical aspects of the methodology used to produce
the use-value estimates reported in this brochure
should be directed to Lex Bruce or Gordon Groover at
the Departement of Agriucultural and Applied
Economics, Virginia Tech.

Land Capability Classifications

Class | Soils have few limitations that restrict
use.

Soils have moderate limitations that
Class Il reduce the choice of plants or require
moderate conservation practices.

Soils have severe limitations that reduce
Class Il the choice of plants, require special
conservation practices, or both.

Soils have very severe limitations that
Class IV restrict the choice of plants, require very
careful management, or both.

Soils are subject to little or no erosion but
have other limitations, impractical to
Class V remove, that limit their use largely to
pasture, range, woodland, or wildlife food
and cover.

Soils have severe limitations that make
them generally unsuited to cultivation
Class VI and limit their use larely to pasture or
range, woodland, or wildlife food and

Class VI limit their use largely to grazin
woodland, or wildlife.

Soils and land forms have limitations that
preclude their use for commerical plant
Class VIII production and restrict their use to
recreation, wildlife, or water supply, or to
aesthetic purposes.

cover. ('
<

Soils have very severe limitations th \\J
make them unsuited to cultivatio

TY 2012 USE-VALUE ESTIMATES

Table 1: Income Approach - Estimated use value of

agricultural land in Northampton (S / Acre).

%,

Use Value Without Use Value
Land Class Risk (4) With Risk (4)
| 1680 1600
I 1520 1440
I 1120 1070
v 900 860
Avg. |- IV 1580 1510°
v 670 64
v 560 JR
Vi 340 o G~
Avg. V- VII 340 N\ %20
Avg. | - VI 1580 ) 1500
110

VI 110
(4) N.A. = not applicable @

Table 2: Income App% Estimated use value of
orchards in Nort}@ n (S / Acre).

&se Value of Apple Use Vaue of Other
Land Glass Orchard Orchard
y 3
\ 1090 1170
Nt 770 870
NS 380 480
[\ 160 260
N \Y 120 190
\ 120 180
il 40 80
VI 110 110

Table 3: Rental Approach (5) - Cropland and
Pastureland values based on NASS capitalized rental

rates in Northampton (S / Acre).

Cropland 840
Irrigated Cropland 1100
Pastureland 480 (ep)

(5) For details see Estimates at http://usevalue.agecone.vt.edu

(ep) Eastern District (Pastureland)

Estimated Use Values of
Agricultural and

%rticultural Land in
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Estimates apply to Tax Year 2012
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State Land Evaluation and
Advisory Council (SLEAC)

Virginia Department of Taxation

For additional information regarding methods
and estimation procedures for agriculture and
horticulture land use values see

http://usevalue.agecon.vt.edu
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Jason Hughes, Property Tax Unit, Virginia Department of
Taxation, Richmond, VA 23218-2460 (804) 367-8020

Lex Bruce, Project Associate, Department of Agricultural
and Applied Economics, Virginia Tech, Blacksburg, VA
24061 (540) 231-4441

Gordon Groover, Extension Economist, Farm

Management Department of Agricultural and Applied
Economics, Virginia Tech, Blacksburg, VA 24061 (540) 231-
5850



USE VALUE TAXATION IN
VIRGINIA (1)

Virginia law allows for eligible land in
agricultural, horticultural, forest, or open space
use to be taxed at the value in use (use value) of
the land as opposed to its market value. The
State Land Evaluation and Advisory Council
(SLEAC) was created in 1973 with the mandate
to estimate the use value of eligible land for
each jurisdiction participating in the use-value
taxation program. SLEAC contracts annually with
the Department of Agricultural and Applied
Economics at Virginia Tech to develop an
objective methodology for estimating the use
value of land in agricultural and horticultural
uses. A technical advisory committee,
comprised of professionals familiar with Virginia
agriculture, was established in 1998 to provide
guidance on the technical aspects of developing
an appropriate methodology. The members of
SLEAC have officially sanctioned the use value
estimates reported in this brochure.

ROLE OF THE SLEAC ESTIMATES

Section 58.1 - 3229 of the Code of Virginia
requires each participating jurisdiction's
assessment office to consider SLEAC estimates
when assessing the use value of eligible land.
However, the local assessing office is not
requires to use SLEAC estimates verbatim.

Under certain circumstances, adjustme &
SLEAC estimates may be necessary to
reflect the local conditions tha¥ affect
the use values of eligible land parcels.

(1) Information about Virginia's Use Value Assessment Program
can be found at http://usevalue.agecon.vt.edu.

TY 2011 USE VALUE ESTIMATES:
INCOME AND RENTAL RATE APPROACHES

Tables 1 and 2 list the estimated use values of
agricultural and horticultural land using an income
approach. These estimates are based on the
capitalized net income that a bona-fide agricultural or
horticultural enterprise located in the county could
be expected to earn. These values are updated
annually for public information. Note, the local
assessing office can only make changes to assessed
property values during a reassessment ye&

L 2
Table 1 lists the estimated use value fors n

agricultural use for each of the eight Soil C(&a ation
Service land capability classifications. B ata on
the land class composition of indivi p& Is is often
unavailable, average use value e also been
provided (2). The average of%and in classes | - IV
represents the average of cropland. The
average of land in cla ~ VIl represents the
average use value of reland. The average of the
land in the clas fl-VIl represents the
average use valu agricultural land (3).

The W|tho k estimates apply to land that is not at
risk of fl g The with risk estimates should only be
applle d parcels that are at risk of flooding due

ainage that cannot be remedied by tilling or
e ditches.

(2) Data limitations prohibited the computation of average use
values in a few counties and in most independent cities and
towships.

(3) Note. Class VIl is not considered suitable for agricultural
production and is therefore not included in this average.

Table 2 lists the estimated use value of land in
orchard use. Values are reported for both apple
orchards and "other" orchards for each of the
eight Soil Conservation Service and capability
classifications. "Other" orchard refers to peach,
pear, cherry, or plum production. Data

limjtati@ns prohibit the computation of the
ave% e values for orchards.

@b e 3 lists the estimated use values of
opland and pastureland using a rental rate

approach. These use-values are based on
capitalized rental rates obtained annually from
the USDA National Agricultural Statistical
Service (NASS). If there are sufficient numbers
of responses to meet the NASS nondisclosure
requirements for a jurisdiction then the value is
published. However, if there are not enough
responses in a jurisdiction to meet non-
disclosure requirements, then all the non-
disclosed jurisdictions within a crop reporting
district are summarized and published as a
Combined Counties (District) value.

Virginia
Cooperative Extension

A partnership of Vimaa Tech and Virgna Stafe University

3 VirginiaTech

Invenr the Future

waw oxt v ady




Table 2: The composite farm and average net returns in Northampton

Annual net returns are determined through enterprise budgeting for crops that contributed one or more

acres to the composite farm. The estimated net returns shown in the table below are "olympic" averages (1) for each crop in
the composite farm for the proceeding 7 budget years. A budget year lags a given tax year by 2 years (e.g., tax year 2012
corresponds to the budget year 2010).

Additional information about these estimates can be found at Virginia's Use Value Assessment Program
website, http://usevalue.agecon.vt.edu.

Average net returns applicable to tax-year 2012

Total Acreage (2) Composite Farm Estimated Net Return
(Acres) (3) (S/Acre)

1. Number of Farms 151
2. Corn (4) 14,698 97 SZNA
3.  Alfalfa --- --- Q
4. Hay(5) 114 1 Oso.oo
5. Wheat 20,026 133 6 $61.78
6. Barley --- --- . C}' ---
7. Soybeans 31,071 206 K\ $50.48
8. Potatoes 2,488 16‘ 6\ $1,089.53
9. Cotton 720 \ $52.71
10. Pasture 1,205 Q $14.29
11. Peanuts --- @\ --- -
12. Tobacco --- \ --- -
13. Snap Beans 3,241 @6 21 $0.00
14. Cucumbers and Pickles D K
15.  Pumpkins O - -
16. Sweet Corn \g 1 $6.83
17. Tomatoes @\ --- -
18. Watermelons K 12 0 $0.00
19. Double-Cropped (6) \0(-) 20,026 (-) 133

20. Totals (7)

0 53,720 355 $115.01 (7)
.
Note K\O

n.a. = Not Applicabl

D = Withheld to avoid Wdisclosing data of individual farms.

(1) In an olympic average, the highest and lowest are dropped prior to calculating the arithmetic mean.
(2) Data taken from the 2007 Census of Agriculture.
(3) Some data do not add exactly due to rounding and some categories are not listed due to disclosure rules.

(4) Corn acreage is corn-grain plus corn-silage acreages.

(5) Hay acreage is (all hay + all haylage, grass silage, greenchop) - (alfalfa hay + haylage or greenchop from alfalfa or
alfalfa mixtures).

(6) Double-cropped acreage is subtracted from the crops listed in lines 2-9 to arrive at the total cropland harvest acreage.
(7) Weighted average of crop estimated net returns by composite farm acreage.



Table 3: Worksheet for estimating the use value fo agricultural land in Northampton

Additional information about these estimates can be found at Virginia's Use Value Assessment Program website,
http://usevalue.agecon.vt.edu/.

Estimates are applicable to tax-year 2012

1. Estimated net return

2. Capitalization rates

a) Interest rate component (1)

b) Property tax component (2)

c) Rate without risk

d) Risk component

e) Rate with risk (3)

3. Unadjusted Use Value

4. Soil Index

5. Agricultural use value adjusted by land class

Land Class
I

1l

n

v

Total:

$115.01

0.0682
0.0044
0.0726
0.0036
0.0763

Without Risk (4)
$1,583.42

(sumaandb)
(0.05 times 2c)

(sum cand d)

With Risk (5)

$1,508.02

Crop Acreage (No Pasture Acreage) (6)

22,602
26,121
1,069
0

49,792

Soil Index Factor (7): 1.41

O

4

)

%-Q@orted (8)

Class Land Index  Without Risk With Risk
I 1.50 $1,68§0(b $1,680.00 $1,603.62
Il 1.35 $1,520.00 $1,443.26
1] 1.00 M22.54 $1,120.00 $1,069.08
\Y 0.80 N 0 898.03 $900.00 $855.27
v 0.60 K\ $673.52 $670.00 $641.45
VI 0.5 $561.27 $560.00 $534.54
VI $336.76 $340.00  $320.72
Vil % $112.25 $110.00 $106.91

&
O

Productivitinindex Weighted Acreage
f\ 33,903
35,263
1 1,069
.8 0
70,235
Reported (8)
$1,600.00
$1,440.00
$1,070.00
$860.00
$640.00
$530.00
$320.00
$110.00

(1) The 10-vear average of the long term interest rates charged bv the various Agriculture Credit Associations serving the state.

(2) The 10-year average of the effective true tax rates reported by the Virginia Department of Taxation.

(3) Rate should only be used when the soil has poor drainage that is not remedied by tilling or drainage ditches or when the land lies in a floodplain.

(4) Estimated Net Return (Line 1) divided by Rate without risk (Line 2c).

(5) Estimated Net Return (Line 1) divided by Rate with risk (Line 2e).

(6) Data provided by the Virginia Conservation Needs Inventory (1967).

(7) Index factor = (Total Weighted Acreage) / (Total Cropland Acreage).

(8) Rounded to the nearest $10 and reported in Table 1a.



Table 5: Worksheet for estimating the use value of orchard land in Northampton

The estimated net returns assume a planting density of 135 trees per acre. Additional information about these estimates can be found at Virginia's Use
Value Assessment Program website, http://usevalue.agecon.vt.edu/.

Estimates are applicable to tax-year 2012

1. Estimated net returns (loss) per acre applicable to tax-year 2012 (see Table 4 for more detail).

Age of Trees Processed Fruit Eresh Fruit
Pre-production 1-3 vears $(2,301.92) $(2,414.63)
Earlv-production 4-6 vears S (481.60) $(161.29)
Full-production 7-15 vears $ (954.95) $(2.426.65)
Late-production 16-20 vears $(957.19) $(1,302.47)
Discounted (20 Yr Cvcle) $(12.763.19) $(19.167.10)
Utilization of Sales (10 Yr Avg %) 73% 27%

Apple Insurance (Annual Avg/acre) $629.45 $

2. Weighted Average Net Return values Q

a) 2010 (1) $(13,848.76)

b) 2009 $(8,748.31)

c) 2008 $1,615.75

d) 2007 $(585.53) \q ,

e 2006 $(1,390.19) 0

f) 2005 $(565.48) \

g) 2004 $14.54 \K
3. Net Returns ’. 6

a) Net return to "trees and land" (olvmpic average of 2a thru 2g) (2) 1
b) Net return attributable to "land onlv" (Class 111 (3) $81.54
c) Net return attributable to "trees onlv" \ (578.63) (3a minus 3b)
4. Capitalization Rate \@
a) Interest Rate (4) 6 0.0682

b) Property Tax (5) @ 0.0044
c) Depreciation of Apple Trees (6) K 0.0333

d) Depreciation of "Other" Trees (7) 0.0500
e) Apple Orchard Capitalization Rate 0.1059 (sum 5a, 5b, and 5c)
f) "Other" Orchard Capitalization Rate 0.1226 (sum 5a, 5b, and 5d)
5. Use Value of Apple Orchard and "Other" Orchard \
%.E ORCHARD "OTHER" ORCHARD
Class Orchard Index (8) | s Apple Trees and Land (9) Other Trees (9) Other Trees and Land (9)
| .80 \ 93.76) $1,090.04 ($512.91) $1,170.90
Il 1.00 ($742.20) $773.22 (5641.13) $874.29
1 1.00 * 0 ($742.20) $380.33 (5641.13) $481.40
v 1.00 K\ ($742.20) $155.83 ($641.13) $256.90
\% 0.7 ($556.65) $116.87 ($480.85) $192.67
Vi ($445.32) $115.95 ($384.68) $176.59
Vil 40 ($296.88) $39.88 ($256.45) $80.31
Vil 200 $0.00 $112.25 $0.00 $112.25

(1) Average net return of the eight orchard categories listed in Section 1 of this table. The weights are provided by the percent of total trees represented by each category.
(2) In an olympic average, the highest and lowest values are dropped prior to calculating the arithmetic mean.

(3) This is determined by dividing the unadjusted net return value (Table 3, Line 1) by the soil index factor (Table 3, Section 4).

(4) The 10-year average of long term interest rates charged by the Virginia Department of Taxation.

(5) The 10-year average of the effective true tax rates charged by the Virginia Department of Taxation.

(6) The depreciation rate applicable to apple trees assumes that trees are replaced on a 30-year rotation.

(7) "Other" trees refer to peach, cherry, pear, and plum trees. The depreciation rate applicable to "other" trees assumes that trees are replaced on a 20-year rotation.

(8) The orchard index is applicable only in determining the value of the trees. The land index (Table3, Section 5) is applied to land.

(9) The use value of trees and land is determined by adding the appropriate without-risk land-use-value (Table 3, Section 5) to the use value of the trees.
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