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SUBJECT/TITLE
Classified forest program

SPONSOR
Representative Rick Nelson

MANDATE SUMMARY

Unit of Government:

City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 Property valuation administrators, sheriffs, general government

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing
X
Adds New

Eliminates Existing

PURPOSE/MECHANICS

HB 401 authorizes the creation of a classified stewardship forest management program. Under the bill, a working group would establish guidelines for the program, including methods of assessing timber land to be designated as a classified stewardship forest, inspections of affected forest land, and processes for withdrawing from participation.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 401 on local governments is indeterminable, but likely minimal.  the measure largely affects the duties of Property Valuation Administrators who are state, not local officials.  Sheriffs, who are local government officials, will be impacted to a minor extent.

The bill leads to the creation of a classified stewardship forest management program. The stated purpose of the Act is "to provide technical assistance and tax equity to forest land owners to encourage them to manage their forest land in a manner that will assure sustainable forests in the Commonwealth." According to Section 1 of the bill, classified stewardship forest property is to be valued using the "cash rent" method whereby the central factor in judging value is the amount for which an owner could rent the property in the existing market, assuming the land would continue its status as managed forest land. To participate in the program, forest owners will have to meet certain criteria.

Section 172A of the Kentucky Constitution provides for the assessment of agricultural land (which includes timber land [KRS 132.010(9)]) at its value for agricultural purposes.  Agricultural land is generally assessed in one of two ways, either the cash rent method mentioned in the bill, or a yield or income approach that looks at the potential income from the property. In most cases, timber land is currently assessed at a modest level. According to PVA and Revenue Cabinet officials, timber land is assessed at $100-$150 an acre, while the assessments for other agricultural land can range from $150-$500 an acre. 

Regardless of whether or not the Act would result in a lower assessment for timer land, local governments would not lose property tax revenue.  Kentucky property tax law (KRS 132.010(6), KRS 68.245 (2), and KRS 132.027(1)) allows cities and counties to adjust their property tax rates to compensate for any loss of revenue attributable to a reduction of "property subject to taxation" as a result of property being assessed at its agricultural value rather than its fair cash value.

Section 9 of the measure contains steps that must occur if a forest owner withdraws or is terminated from the program. If that occurs, PVAs are required to conduct a hearing, if the landowner chooses, and determine the amount of tax which would otherwise been due on the land during the period of exemption. Once the back taxes are calculated, the sheriff is to collect the taxes with no penalty. The taxes may be paid in installments. The retroactive assessments will affect the workload of PVAs and sheriffs, but to a minor extent.
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