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ABSTRACT

The demographics of the agriculture industry paint a bleak picture of
its future because soon there will be high turnover in labor and ownership.
With those statistics in mind, it is critical to look at the mechanisms that may
hinder this transition into a new era of farming and ranching. Among these
possible obstacles are state collected property taxes and agriculture
exemption policies. Each state has its own method for levying and collecting
property taxes and a different way to exempt agriculture land. These wide
discrepancies in a vital area of tax law can lead to drastically different results
depending on the implementation of the tax and any exemptions. As a result,
some states have been more successful in crafting policies that best fit the
farmer and the agriculture industry. This Comment addresses those
differences and proposes practices and policies that states should enact in
order to foster agricultural development in a time where the future of
agriculture has never been so cloudy.

ABSTRACT «..uvviieeiitee e ettt e eetre e e eetteeeeetvaeeeeasaeeeeataseeeesasseseeansreseeensresesansses 545

I, INTRODUCTION ....cooiiiiiiiieiee e e e ettt eeeeeetaae e e e e e e eeeitareeeeeeeeeeenanaeees 546

II. BACKGROUND ON PROPERTY TAX CODES AND EXEMPTIONS ........... 550
A. Property Taxation and the Effects of Propositions 13 and 19

I CALIfOFTEQ ....ooceeeceeiiecieeseesee ettt seaeenseenseens 550

B. Property Tax Collection and Yearly Valuations in Texas............ 555
C. Agriculture Exemptions in California and The Williamson Act .. 557
D. Special Property Valuations Based on Actual Usage in Texas.... 560

*  Joshua Mendez is a second-year law student at Texas Tech University School of Law. He would
like to dedicate this to his grandfather, Jack Staben, a farmer, rancher, and the inspiration for this
Comment. He writes for all of the farmers and ranchers that make up the agriculture industry in order to
preserve their way of life. Joshua would like to thank his parents for their unwavering faith and belief in
him that got him through many challenges. He would also like to thank Professor Gary Terrell, Professor
Stephen Black, and Professor Amber Miller for their guidance and support. Finally, he would like to thank
Maddie Royal and Sarah McClure for their hours of editing and guidance throughout the writing process.

545



546 ESTATE PLANNING AND COMMUNITY PROPERTY LAW JOURNAL [Vol. 16:545

III. STATE LEGISLATURES SHOULD CONSIDER PROPERTY TAX AND
AGRICULTURE EXEMPTION POLICIES SIMILAR TO TEXAS BECAUSE
THEY PROVIDE STABILITY AND CLARITY TO THE FAMILY-OWNED

FARM .ottt 563

A. Proposed Amendment to the Texas Property Code...................... 563

B. State Legislatures Should Refrain from Enacting Property Tax
Policies Similar to California ..............coeevvevveevceeceeiieeneenivennenns 566

C. The Property Tax System Implemented by Texas Provides
Valuable Long-Term Stability to the Farmer and Rancher and
Other State Legislatures Should Look to Adopt Similar

POLICIES ..ottt 569
D. California’s Agriculture Exemptions Serve as Handcuffs for
Farmers and Ranchers That Limit Choices ............ccceeeveeevvennen. 572

E.  Agriculture Exemptions in Texas are Tailored to the Actual
Usage of the Land and Provide Freedom to the Family-Owned
Farm Rather Than Handcuffs ...........cccoevveeeveveeceeeciieeiieeeereeenn 577
F. Estate Planners Play a Key Role in the Success of the Family
Farm and Must Understand the Tax Ramifications of Certain
DICCISTONS ...ttt 582
IV. CONCLUSION: SO, GOD MADE A FARMER..........ccoovvtieeiiieeeeeireee e 587

[. INTRODUCTION

“And on the eighth day, God looked down on his planned paradise and
said ‘I need a caretaker.” So God made a farmer.” - Paul Harvey'

The agriculture industry is facing a daunting challenge.” Farmers and
ranchers have been getting older, with the average age of the farmer
approaching sixty years old.> This means in the coming years a changing of
the guard will be occurring, with a new generation of farmers and ranchers
taking over the all-important task of feeding the world.* As of 2017, young
farmers (ages thirty-five and younger) only represented 9% of the 3.4 million
producers in the industry.’ At the same time, family-owned farms accounted
for nearly 97% of all farms in the United States.® This amounts to nearly 1.8
million acres of valuable farm and ranchland, which is equivalent to half of

1. Paul Harvey, ‘So God Made a Farmer’ Speech to the FFA, AM. RHETORIC, https://www.ameri
canrhetoric.com/speeches/paulharveysogodmadeafarmer.htm (Jan. 6, 2022) [https:/perma.cc/B84Q-
374T].

2. Jodi Halvorson, 2022 Census of Agriculture Impacts the Next Generation of Farmers, U.S.
DEP’T OF AGRIC. (Feb. 22, 2023), https://www.usda.gov/media/blog/2023/02/22/2022-census-agriculture
-impacts-next-generations-farmers [https://perma.cc/7XLP-6AS5K].

3. Seeid.

4. Seeid.

5. Id

6. Id.
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the productive agriculture land in the country.” This dichotomy only
highlights the need for strategic use of property tax codes to provide stability
in an industry where stability is the most precious commodity.®

Family-owned farms serve as the foundation for the production
agriculture industry.” However, these small businesses are routinely
challenged by the disparity of policies and regulations states employ when
collecting property taxes.'” In some states, families are left to fend for
themselves when a property owner dies or when the family farm is passed
down to a new generation.'' This ambiguity in a substantial area of tax law
only adds to the list of challenges a farmer must face, on top of the day-to-day
demands of farming, as the entire agriculture industry stares down an
uncertain future that will likely result in large amounts of turnover.'?

Additionally, farmers play a critical role in the functioning of our
society.”> Their job is simple in principle: Feed the world."* State
governments and legislatures need to do more to protect farmers and the
integral part they play in making our communities a better place." This
includes coming up with an equitable way to tax property that is used for
production agriculture and exemptions to protect agriculturists come tax
season.'® Additionally, uniformity in this area will provide stability for
farmers as they look to plan their estates and how to pass property to the next
generation.'’

My grandfather, Jack Staben, farmed in the state of California for over
forty years.'"® Faced with the challenges of farming on a daily basis, he
understood the hardship that a farmer undertakes in order to produce food,
fuel, and fiber."” Jack was the “all-American” man and the quintessential
farmer.?* He starred in a Budweiser commercial as a farmer, sold produce to
President Ronald Reagan, and grew all of the pumpkins in the major motion

7. Id.

8. Seeid.

9. See Christine Whitt, 4 Look at America’s Family Farms, U.S. DEP’S OF AGRIC. (Jan. 23, 2020),
https://www.usda.gov/media/blog/2020/01/23/look-americas-family-farms [https://perma.cc/N7GX-
8QCK].

10. See Evin Bachelor & Peggy Kirk Hill, Differential Tax Assessment of Agricultural Lands, NAT’L
AGRIC. L. CTR., https://nationalaglawcenter.org/state-compilations/differentialtaxassessment/ (last visited
Mar. 4, 2024) [https://perma.cc/2KRA-2X5P].

11. Seeid.

12. Seeid.

13.  See Whitt, supra note 9.

14. Id.

15.  Author’s original thought.

16. Id.

17. Id.

18. Id.

19. Id

20. Id.
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picture The Addams Family.*' Jack and his wife, Jeanne, formed a duo,
bonded on the strength found in our most noble duty: Feeding the world.*

Jack died in 2006, leaving a cloud of uncertainty over the business he
and Jeanne had built, including how property would be passed on to heirs and
the property tax consequences of such transactions.”® This Comment reflects
that hardship and the burden of decision making in times like that’*
However, it is not about Jack, Jeanne, or my family, but rather each and every
family-owned and operated farm, in the hope that one day they will not have
to make the same difficult decisions farmers are faced with now.*

This Comment addresses the uncertain future facing the agriculture
industry, specifically family-owned farms, and the fact that each of the fifty
states has its own way of determining and collecting property taxes, including
any exemptions for agricultural use, and offers a solution to state legislatures
about the type of policies that should be enacted to protect the family farm.*
Ultimately, policies that enable the farmer to maintain the ability to make the
choices they see fit for their farm should be enacted in order to provide some
stability in an industry where stability is valuable.?’

Part I introduces the property tax and exemption system and how those
policies may affect the farmer.?® Additionally, Part I introduces the solution
that state legislatures should look to policies similar to Texas’s
implementation of a property tax and exemption system because it best fits
the agriculture industry with few exceptions.”

Part II takes an in depth look at the property tax collection methods and
exemption policies of two sample states: California and Texas.> Specifically,
Part II will look at California’s property tax system and the implementation
of Proposition 13 and Proposition 19.*' Additionally, Part IT will discuss how
Texas collects property taxes and where those funds go.** Next, Part 1T will
look at California’s agriculture exemption policy, including the Williamson
Act and how Williamson Act contracts work.>® Finally, Part II will look at

21. Id.

22. Id.

23. Id.

24. Id.

25. Id.

26. See discussion infra Part IV.

27. Seeid.

28. See discussion infra Part 1.

29. Seeid.

30. See discussion infra Part I (discussing the history and collection methods for property taxes in
both California and Texas).

31. See id. (discussing how Proposition 13 and, later, Proposition 19 have altered the property tax
collection methods in California when it comes to valuing properties).

32. See id. (discussing the history of property tax collection in Texas and how it has shaped the
modern methods for collection by local governments today).

33. Seeid. (discussing the Williamson Act as the only agriculture exemption method that California
employs for property tax relief to farmers).
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Texas’s exemption policy, which is better defined as a special valuation
system for agriculture land based on actual usage.*

Part III takes an analytical approach to the policies in Part I and applies
them to the family farm.** Part III begins with a legislative proposal for an
exemption policy that represents an ideal advancement for farmers and
ranchers.*® Next, Part III offers an examination of California’s property tax
system and the effects of Proposition 19 on the modern-day family farm.*’
Part III then addresses how Texas’s property tax scheme provides long-term
stability even though the initial sticker price of property taxes in Texas is
high, demonstrating that farmers may be willing to pay a higher fee to see
where their money is going.*® Next, Part III looks at the challenges farmers
face when seeking out exemptions through California’s Williamson Act that
ultimately may hinder their ability to take full advantage of their property.*’
Additionally, Part III will analyze the special valuation system and what
makes it so successful for Texas’s ranchers and farmers to be taxed on the
actual usage of the land rather than a fair market value that may be inflated
by population growth.*’ Finally, Part III will discuss the role of the estate
planner in ensuring the long-term success and viability of the farm.*!

Part IV concludes this Comment with an overall description of the
policies that give farmers the best ability to maintain success for their family,
heirs, or anyone else involved in the operation.** Like my family, the ultimate
success of the family-farm may hinge on the impact of property taxes and
exemptions and can shape what a family does in the future.”® By giving
farmers more freedom in their choices, they have the ability to ensure the
success of the operation in a way that they believe fits.**

34. See id. (discussing Texas’s exemption system for agriculture land which is more in line with
special valuations rather than traditional exemptions).

35.  See discussion infra Part 111 (discussing applications of Part II to real-world examples in order
to formulate a conclusion).

36. See id. (discussing the legislative proposal presented in the section).

37. Seeid. (discussing how Proposition 13 was overhauled by Proposition 19 due to clever marketing
by the State of California and how that has affected property tax collection in the state).

38. See id. (discussing how Texas’s method of property taxes is more applicable to the agriculture
way of life even though the initial sticker price may be higher).

39. See id. (discussing how entering a ten-year contract for farmers may actually hinder them more
than the tax relief granted under the Williamson Act).

40. See id. (discussing Texas’s successful exemption practices that give relief to farmers based on
their actual usage of the land and why that is the most flexible method for exemptions).

41. Seeid. (discussing the wide arrange of tools and information that an estate planner must consider
when providing advice to the family-owned farm).

42. See discussion infra Part IV.

43. Seeid.

44. Seeid.
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II. BACKGROUND ON PROPERTY TAX CODES AND EXEMPTIONS

God said, ‘I need somebody willing to get up before dawn, milk cows, work
all day in the fields, milk cows again, eat supper, then go to town and stay
past midnight at a meeting of the school board.” So God made a Farmer. ‘I
need somebody with arms strong enough to rustle a calf and yet gentle
enough to deliver his own grandchild; somebody to call hogs, tame
cantankerous machinery, come home hungry, have to await lunch until his
wife’s done feeding visiting ladies, then tell the ladies to be sure and come
back real soon — and mean it.” So God made a farmer.*

A. Property Taxation and the Effects of Propositions 13 and 19 in
California

California has a long history of levying and collecting property taxes for
a wide range of issues and for broad areas of spending.*® Prior to 1912, the
state collected up to 70% of its revenue from property taxes.*” However, since
1933, the only property tax retained by the state has been a tax on privately
owned railroad cars.* Today, local governments, cities, counties, and school
districts are the entities that rely on property taxes as a primary source of
revenue.” During the tax years of 2016 to 2017, property taxes raised more
than $62 billion for local governments, with 12% of that going to public
school funding.*’

To understand the reasons behind the shift in policy in the late 1970s for
California’s property tax collection and system, it is important to look at it
through a historical lens.”’ On June 6, 1978, the voters of California voted in
favor of Proposition 13, which was a property tax limitation measure.** Prior
to the passage of this initiative, property tax rates in California were
skyrocketing in response to economic growth following World War 11.>
Additionally, California had a reported budget surplus of nearly $5 billion.>*
Prior to the passage of Proposition 13, real property was appraised in
intervals lasting no longer than five years.” Because of this, property values

45. See Harvey, supra note 1.

46. California Property Tax: An Overview, CAL. STATE BD. OF EQUALIZATION 1, 1 (Dec. 2018),
https://www.boe.ca.gov/proptaxes/pdf/pub29.pdf [https://perma.cc/3RYJ-X899].

47. 1d.

48. Id.

49. Seeid.

50. Id.

51. Seeid.

52. Id.

53. Seeid.

54. Seeid.

55. Seeid.
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were reviewed regularly, which kept assessed values near fair market value
for the sake of property tax collection.*®

The mechanics of Proposition 13 rolled back the assessed values of
properties to their fair market values in 1975 and limited the growth in
valuation to 1% annually for the purposes of property taxes.’’ Additionally,
the proposition limited any potential future growth to property taxes to 2%
annually in the instance that property changed ownership or was assessed for
undergoing new construction.”® This resulted in the state collecting nearly
half the tax revenue as compared to prior years, seeing $10.3 billion collected
in 1977-1978 drop to $5.04 billion collected in 1978-1979.% At its core,
Proposition 13 turned California from a state that taxed based on the market
value of property to an acquisition value-based system.®

An acquisition value-based assessment system is an approach to
property tax collection and property valuation that sets a property’s assessed
value at the market value at the time the property was acquired.®' Generally,
this number is not adjusted until the property is sold at a later date.”
However, California permitted annual increases in the value given to account
for inflation.”

The initial results of Proposition 13 for local governments were
catastrophic, leading the state government to bailout many municipalities to
offset tax losses.®* Stop-gap measures over the first two years following the
passage of Proposition 13 cost the state around $9 billion, including the
majority of the surplus mentioned earlier.®

There were immediate challenges to the constitutionality of Proposition
13.% The California Supreme Court upheld the taxing measure in 1978 with
its decision in Amador Valley Joint Union High School District v. State
Board of Equalization.” The ballot measure then faced an equal protection
challenge in the United States Supreme Court in Nordlinger v. Hahn, in
which the Court ruled that Proposition 13 did not violate the United States

56. Terri Sexton, California, LINCOLN INST. OF LAND POLC’Y 1, 2 (Feb. 2018), https://www.lincoln
inst.edu/sites/default/files/ca_feb 2018.pdf [https:/perma.cc/64HD-Z6DD].

57. See California Property Tax: An Overview, supra note 46, at 1.

58. Seeid.

59. Id.

60. Seeid.

61. See Sexton, supra note 56, at 2.

62. Seeid.

63. Seeid.

64. See California Property Tax: An Overview, supra note 46, at 1.

65. Id.

66. Seeid.

67. Amador Valley Joint Union High Sch. Dist. v. State Bd. of Equalization, 583 P.2d 1281, 1283
(Cal. 1978).
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Constitution.®® These two rulings ended any debate as to whether the judicial
branch would overturn or modify Proposition 13.%

The biggest modern criticism for Proposition 13 is the wide disparity in
the assessed values of properties that are essentially the same or very
similar.” Because California implemented a system that most closely
resembles an acquisition value-based system, properties can have
substantially different assessed values strictly based on the dates the
properties were purchased or last transferred.”! These disparities occur
whenever California sees significant appreciations in property value over
time.”” This results in longtime property owners, who have seen their
property taxes increase by no more than 2% annually, having substantially
lower tax liabilities when compared to recent purchasers who are taxed at a
number closer to market levels.”

For example, Farmer Jack purchased a 100-acre tract of land in 1978 for
$100,000.”* Following the passage of Proposition 13, Farmer Jack was taxed
based on the value of the property at the time he purchased it as a base, with
only a 1% or 2% increase in taxes annually based on inflation.”” Property
value increases in California could assess Farmer Jack’s property at a fair
market value of $10 million, but he would only be taxed based on the original
valuation adjusted for inflation.”

Compare Farmer Jack with Farmer Jill, who purchased the neighboring
100-acre tract of land in 2023 for $10 million.”” Because California
implements an acquisition value-based system, Jill would be taxed on the full
$10 million even though her neighbor, Jack, is paying a fraction of that for
essentially the same piece of land.”® In this scenario, Farmer Jack is rewarded
for being a long-term property owner and nothing else.”

There were two key elements of Proposition 13 from the standpoint of
the family-owned farm.* First, Proposition 13 allowed for the transfer of real
property between a parent and child without triggering a reassessment on the
tax base of the property.®! All that it took to get this benefit was to file the

68. Nordlinger v. Hahn, 505 U.S. 1, 17 (1992).

69. See California Property Tax: An Overview, supra note 46, at 1.

70. See id.

71. Seeid.

72. Seeid.

73. Id.

74. Author’s original hypothetical.

75. See Sexton, supra note 56, at 2.

76. Seeid.

77. Author’s original hypothetical.

78. See Sexton, supra note 56, at 2.

79. Seeid.

80. Matt Carey, California Propositions 13 and 19: What You Need to Know, THE CURRENCY (Jan.
20, 2021), https://www.empower.com/the-currency/life/california-proposition-13-proposition-19-what-
to-know#:~:text=Proposition%2013%20allows%20a%?20transfer,a%?20parent%20t0%20a%20child
[https://perma.cc/QKAS5-AZ4Y].

81. Seeid.
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appropriate forms with the county assessor when the deed was transferred
from parent to child.** Going back to the previous hypothetical, under
Proposition 13, Farmer Jack would be able to pass on his farm to his daughter,
which is valued at $10 million, but she would only have to pay taxes based
on the $100,000 original purchase price as adjusted for inflation.*®

Second, for individuals over fifty-five, Proposition 13 allowed for a
property owner to sell their primary residence and replace it with another
primary residence. This transaction transfers the base year value of their old
residence to the new residence, so long as the replacement is of equal or lesser
current market value and located in the same county.*® The important
takeaway here is the market value portion.*

To tie this to Farmer Jack, consider that he lived on the 100-acre tract
that he purchased for $100,000 and it is now worth $10 million.* If desired,
Farmer Jack could sell the ranch and move to a residential property or another
piece of land that was valued at or below $10 million but still pay property
taxes based on the $100,000 valuation of his original ranch.®” Proposition 13
was billed a success by farmers and ranchers because it provided stability and
a pathway for properties to be passed on to heirs without triggering a
reassessment for property tax purposes.™®

Where Proposition 13 was so successful, Proposition 19 was a reversion
from beneficial policies and hurt the farmer’s ability to ensure the long-term
success of the family farm.** With these differences in mind and in the wake
of a series of brutal wildfires that devastated large portions of California,
Proposition 19 was marketed to the voters of the state as The Home
Protection for Seniors, Severely Disabled, Families and Victims of Wildfire
or Natural Disasters Act.”

However, what the title does not tell you is that Proposition 19 was an
amendment to California’s constitution that limited individuals who inherited
family properties from keeping a low tax base unless the property is used
only as a primary residence.”’ This proposition eliminated the family
exclusion for all real property, except for principal places of residence.’” This
would include family-owned farms.”

82. Seeid.

83. Author’s original hypothetical.

84. See Carey, supra note 80.

85. Seeid.

86. Author’s original hypothetical.

87. Id.

88. Author’s original thought.

89. Id.

90. About Proposition 19 (2020), CITY & CNTY. OF S.F.. OFF. OF THE ASSESSOR-
RECORDER, https://sfassessor.org/Prop19 (last visited Nov. 3, 2023) [https://perma.cc/DM8Z-B2X4].

91. Seeid.

92. Seeid.

93. Seeid.
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Even with its clever marketing scheme and inconsistent title, the voters
of California only passed Proposition 19 by the narrow margin of 51% to
49%.”* This 1% in voter difference altered the inheritance landscape in
California from the effective date of February 16, 2021, onward.”> Under
Proposition 19, most properties are now reassessed at current market value
when passed to heirs.”® This shift has essentially moved California away from
an acquisition value-based property system back to a fair market value
system as discussed earlier.’’” This shift was only the beginning when it came
to the challenges that Proposition 19 forced upon the agriculture industry.”

The change from the carveouts for family-owned property in
Proposition 13 to Proposition 19 represents a drastic departure to a carve-up
in just under fifty years.”” Proposition 19 creates fiscal challenges for children
inheriting property from parents.'® Additionally, the lack of profitability for
farms under certain conditions and the alignment of property taxes with fair
market values of property may result in a no-win situation for farmers and
their heirs.'”! This is particularly costly to family farms that have been in the
family for multiple generations with low tax burdens and high market
valuations.'??

The intent is clear from the language of the proposition: local
governments can expect larger amounts in property taxes based on this new
reassessment process to pay for local programs, such as disaster relief and,
specifically, fire-related programs.'” However, these benefits come at the
direct expense of family-owned farms and property owners that are tasked
with feeding the state and the country.'®™ In conclusion, for the same reasons
that Proposition 13 was successful in ensuring the long-term success of
family-owned farms, Proposition 19 puts a cloud over the future of farming
and ranching in California, simply due to the fact that it will price many
families out of the farming space.'®

94. Craig W. Anderson, Prop. 19 Is Bad for Agriculture, SAN JOAQUIN FARM BUREAU FED’N (May
13, 2021, 11:27 PM), https:/sjtb.org/2021/prop-19-is-bad-for-agriculture/ [https://perma.cc/SEKP-
XVTU].
95. Id.
96. Seeid.
97. Seeid.
98. Seeid.
99. Seeid.
100. See id.
101. Seeid.
102. Seeid.
103. Seeid.
104.  See id.
105. Seeid.
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B. Property Tax Collection and Yearly Valuations in Texas

Property taxation in Texas has had a wild and inconsistent history,
dating back to Texas’s time as a Spanish Colony and as its own independent
nation.'% Prior to the Civil War, but after Texas was annexed into the United
States, property tax collection was unorganized and, at times, corrupt, with
local assessors accepting bribes for lower valuations.'”” At this time, the
population of Texas was booming.'” A growing population and the stress of
corruption at the local level for property tax collection put too much pressure
on local governments to afford essential programs for their citizens.'®”

The Great Depression was particularly difficult on property owners in
Texas and had major implications on property tax collections.''® As of 1933,
nearly 25% of all property taxes in Texas were not paid and, therefore, were
delinquent.""" These delinquencies did not approach average numbers until
nearly two decades later.''> Even when delinquencies decreased, the
legislature began to realize that assessors continued to undervalue
properties.'"® The state auditor in 1945 determined that only 7 out of 254
counties in Texas were in compliance with the state law requiring assessors
to assess properties at 100% of their value for the process of taxation.'"*

This marked the beginning of the end for any state-wide property
taxation in Texas.!"> Over the next four decades and into the 1980s, the state
legislature began peeling away the different elements of the state property
tax.''® This resulted in Texas abolishing all forms of state-wide property
taxation in 1982, leaving properties to be assessed and taxed by local
governments.'’

In 1979, the state legislature passed the Peveto Bill, which left property
assessments up to the discretion of a system of county appraisal districts.''®
This system and the basic fundamentals of this Bill are still in effect today.'"’
Modern property tax fundamentals were established in a series of policies
passed and amended throughout the 1980s and 1990s, including exemptions

106. The History of Texas Property Taxes, HOME TAX SOLS., https://www.hometaxsolutions.com/
2019/01/history-of-texas-property-taxes/ (last visited Nov. 6, 2023) [https:/perma.cc/Y947-URRL].

107. Seeid.

108. See id.

109. Seeid.

110. Seeid.

111. Id.

112. Seeid.

113. Seeid.

114. Id.

115. Seeid.

116. Seeid.

117. Seeid.

118. Seeid.

119. Seeid.
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and measures designed to decrease tax burdens on individual property
owners.'%’

When looking at modern property tax collection policies in Texas, it is
important to keep in mind the historical changes that the state has undergone
that led to the collection of taxes by local government entities.'*' Today,
property taxes provide local governments with their largest source of income,
which is used to pay for programs such as public schools, police, fire, and
road infrastructure.'”* While the state does not collect these funds, it provides
local governments with the process to value, levy, and collect taxes, ensuring
a uniform system across the state.'?® However, Texas does not set the rates
that individual taxpayers pay and does not provide a remedy should disputes
between taxpayers and taxing entities arise.'**

However, Texas ranks towards the top when it comes to the percentage
of income spent by its residents on property taxes.'”> Residents pay an
average of 2.18% of the estimated value of their homes on a yearly basis.'*
These high tax values are to offset the fact that Texas is 1 of 9 states that does
not collect a state income tax.'”” This only exacerbates the need for counties
to collect funds for programs in other ways and property taxes are the primary
source of this.'?

There are three fundamental steps in the modern collection of property
taxes in Texas.'? First, appraised values for properties in each district are set
by the district’s appraiser by January 1 of each year."*’ Second, property
owners may dispute the appraised value of their property through the
Appraisal Review Board."! Finally, actual tax rates are calculated by looking
at the budget set by the taxing entity.'*?

Property tax collections have seen a rise over the last decade.'*® From
2017 to 2021 collections grew around 20%."** This has prompted lawmakers

120.  See id.

121.  Property Tax System Basics, TEX. COMPTROLLER OF PUB. ACCTS., https://comptroller.texas.gov
/taxes/property-tax/basics.php (last visited Nov. 6, 2023) [https://perma.cc/BO9TT-TG7D].

122.  See id.

123. Seeid.

124. Seeid.

125. How Does Property Tax Collection Work in Texas?, AM. FIN. & INVESTMENT CoO., INC.,
https://afic.co/blog/how-does-property-tax-collection-work-in-texas (last visited Nov. 6, 2023) [https://
perma.cc/KBD6-YX4E].

126. Id.

127. Id.

128. Seeid.

129.  See id.

130. Seeid.

131. Seeid.

132.  Seeid.

133.  Joshua Fechter, Here’s What You Need to Know About the Fight over Property Tax Cuts in the
Texas Legislature, TEX. TRIB. (Jan. 31, 2023, 5:00 AM), https://www.texastribune.org/2023/01/3 1/texas-
property-tax-legislature/ [https://perma.cc/B8JQ-9FPY].

134. Id.



2024] PROPERTY TAX REFORMS FOR FAMILY-OWNED FARMS 557

to shift their focus and look for solutions to curb these taxing issues while
still providing essential government programs to communities.'” As of
January 2023, the State of Texas had nearly $33 billion in surplus which
prompted Governor Greg Abbott to promise to use half of that money to
lower property taxes.'*® This has caused challenges from both sides of the
political spectrum, with conservative legislators questioning the long-term
success of such a spending program and liberal legislators suggesting the
money could go to funding other programs like teacher salaries.'*’

C. Agriculture Exemptions in California and The Williamson Act

Prior to 1965, California’s population density and growth were
increasing at a dramatic rate.”*® As people began migrating to California,
pressure to convert traditionally agricultural land to commercial or residential
development expanded.'** This population and economic growth caused the
price of agricultural land to increase, which resulted in an increase in property
taxes because Proposition 13 had not been approved by the voters at this
time.'*

Additionally, state regulations and labor standards expanded during this
time period, which led to even smaller profits going into the pocket of the
farmer.'*! This resulted in farmers seeking to sell their land to developers for
the highest dollar amount.'** A difficult dichotomy emerged where the
number of mouths to feed continued to go up but the number of farmers went
down.'® As a result, California passed the Williamson Act in 1965.'*

The original legislative intent for the Williamson Act was to act as a
counterbalance to the tax laws that often led to the conversion of agricultural
land to commercial or residential property.' The Act gave local
governments the ability to enter into Williamson Act contracts with farmers
that restricted the use of their land to agricultural or open-space use in
exchange for the property owner locking in a lower property tax rate which
was intended to eliminate a reason for farmers selling out.'*® Generally, these
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agricultural preserves are around 100 acres, however, local governments can
make smaller units based on the usage of the land.'*’

This principle typically resulted in a county or other governmental unit
determining what a compatible use of the land was based on the rules and
regulations.'*® There were generally three factors to determine whether a use
was compatible with this plan.'* First, the use could not compromise the
long-term, productive agricultural capability of the contracted land in the unit
preserves.” Second, the use could not displace or impair reasonably
foreseeable agricultural operations on adjacent parcels of land."' Finally, the
use could not result in the significant removal of adjacent contracted land
from agricultural use.'>

Once a use was deemed to be compatible, the local government would
generally make an offer to the owner of the property to enter into an annually
renewable contract called a Williamson Act contract.'> The contract was a
ten-year minimum term intended to guarantee a commitment to agricultural
usage in exchange for a better property tax rate.'> The ten-year minimum
was designed to limit the tax incentives to long-term producers, rather than
commercial entities looking to make quick gains on the development of
land.">

Another important provision of Williamson Act contracts is when
property is divided, the owner of any parcel of land may exercise the rights
of the owner of the original contract.'*® This means that if a farmer decides
to parcel off part of their land, the new owner has the same ability as the
original owner to enter into a contract."”’ Ultimately, this boils down to one
idea: Williamson Act contracts are binding upon all successors of interest.'>®

Another important aspect of Williamson Act contracts is that they may
provide for additional restrictions on the use of the land in addition to those
required by the original Act.'® This means that not every contract is the same
and a certain amount of discretion is afforded to the local government entity
to craft a contract in the best interest of the parties.'®® However, every contract
must exclude uses that are inherently non-agricultural and non-compatible
with the goals of the local government entity for the duration of the
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contract.'® Once a contract has been entered into between a government
entity and a farmer, the entity is required to offer similar terms to similarly
situated landowners within the jurisdiction.'®

In return for entering into a Williamson Act contract and complying
with the rules and regulations established therein, the farmer is guaranteed a
stable, lower tax base founded on the value of the land for agricultural
purposes, and that rate is unaffected by any potential development for the
land.'® On the other end of the transaction, local government entities receive
an annual amount from the state to supplement the revenue lost due to the
Act.'® Generally, the state pays local governments an annual fee of $5 per
acre of agricultural land every year.'®®

The Williamson Act outlines five ways to terminate a contract:
nonrenewal, cancellation, public acquisition, city annexation, and easement
exchange.'* Nonrenewal is the most common method for terminating the
contract, which results in a nine-year period where the tax base for the
property is gradually increased to non-protected levels.'®” At the end of the
nine-year period, the contract is considered terminated.'®®

Public acquisition is the second most popular tool for terminating a
Williamson Act contract, totaling nearly 25% of all terminations.'® A
contract is considered cancelled if the entire parcel of land subject to the Act
is acquired by a governmental agency via eminent domain.'”® Cancellation is
the only other termination process that has substantial usage today.'”!

Government entities may allow the immediate removal of property from
Williamson Act protection via cancellation which requires the landowner to
pay a fee that is equivalent to 12.5% of the property’s fair market value at the
time of the cancellation and is not subject to any exemptions.'’”” The fee was
designed to deter landowners from removing their land from the contract
early.'”

Recent trends in enrollment reflect the agriculture industry’s general
desire to shift away from long-term binding contracts on land usage.'”
Enrollment in 2004 saw nearly 16.7 million acres, while 2021 enrollment
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numbers decreased to around 10 million acres in total.'” Six counties in
California do not recognize Williamson Act contracts, which results in no
applicable agricultural related exemptions in those counties.'” Specifically,
Imperial County was the first county to exit the program and stop recognizing
these contracts after accepting them in the past.'”’

California has done little to identify or mitigate these trends and the
damages they create.!”® The California Department of Conservation
estimated that 2021 enrollment in the Williamson Act would be around 15
million acres, a 5-million-acre difference from land that was truly enrolled.'”
This is a stark over-anticipation by the governmental body that oversees the
program and hints towards a clouded future.'®

The results are undisputable, more property is being taxed at rates closer
to the fair market value and more acres are unprotected by the Williamson
Act, leading more farmers to the sale of their property.'®' Additionally, there
are less funds going to counties in the form of payments for having land
enrolled in the Williamson Act.'®* It is critical to view these statistics in light
of the fact that there are more people that need to be fed by farmers than at
any point in our history and that local governmental agencies need funding
to keep programs like public schools open on a daily basis.'® As a result,
both ends of the Williamson Act equation are negatively affected by its
ineffective policies in a modern world.'®

D. Special Property Valuations Based on Actual Usage in Texas

Texas employs an agriculture exemption policy that is drastically
different than that of California.'® First, agriculture exemptions in Texas are
not necessarily exemptions as commonly understood.'*® The State of Texas
recognizes a special valuation system that calculates property taxes based on
the actual usage of the land rather than the land’s fair market value.'®” The
main purpose behind these special valuations is to promote agriculture,
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whether that is farming or ranching.'®® By providing tax relief to farmers and
ranchers, the state and local governments have recognized the importance of
a stable food supply and its significance to communities.'®’

The most important aspect of these special land valuations is they
recognize a variety of property uses that stretch across many fields in the
agriculture industry.”” Whether it’s traditional farming, raising cattle,
beekeeping, or even wildlife management, there are a plethora of uses that
may fall under the special valuation umbrella.'”’ However, the minimum
requirement is that the primary use of the land is for something that falls in
the agriculture category.'”* Additionally, most tax districts or counties require
a minimum number of acres to be eligible.'”® In Texas, the average is
anywhere between ten to fifteen acres to be eligible, which is a stark contrast
from the 100 acres needed to be covered by the Williamson Act in
California."”*

The key element of special valuations in Texas is flexibility.'”> By
having a member of the community assess the land based on its actual usage,
a larger number of properties and uses may be included.'”® This amount of
discretion afforded to the assessor gives farmers and ranchers some peace of
mind knowing that someone who knows the local customs, history, and
current landscape of the community will be making the valuation.'’

Generally, most counties have what is known as an intensity standard.'*®
This takes two factors into account: the size of the land and the amount of
production.'” The assessor can look to these standards to match land size and
production to come up with the proper amount a rancher should be taxed.*”
Once a farmer meets the minimum standard, that amount can fluctuate.!

There is no standard dollar amount a farmer will save on their property
tax bill by having specially valued agriculture land.**> That amount is
determined by the assessor in accordance with the local tax rate that is being
implemented.””® However, these tax breaks can be sizable and are certainly
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worth the farmer enrolling their land.”** For example, in Colorado County,
fifteen acres of specially valued land will save the rancher on average $2,000
per year.””®

The vast differences in usage and production highlight the need for the
farmer or rancher to work with their appraisal district to not only get a good
idea of the tax relief they are entitled to but also to remain in compliance with
the standards set forth by that district.”® Because the relief afforded to
farmers and ranchers is based on actual usage and not the fair market value,
yearly site visits must be done by the appraisal district and the assessor to
ensure the property is still being taxed fairly.””” Additionally, for a property
to be specially valued, it must have been or be primarily used for agriculture
for at least five of the past seven years to be eligible.”*®

A property that was specially valued but ceases agriculture production
triggers a rollback tax.’” A rollback tax recoups the benefits granted to the
property owner by the exemption if they no longer choose to enroll their land
in the exemption by changing its usage.*' The rollback tax is triggered by a
physical change in use and is the difference in what the farmer or rancher
would have paid if the property was taxed based on the fair market value and
the amount they did pay under the exemption with a 7% increase as
interest.”!! This penalty only further shows the need for farmers to work with
their appraisal districts or to take advantage of state agencies such as Texas
A&M AgriLlife Extension Services—which has an office in each county in
the state and is equipped to handle a wide variety of agriculture-related
questions.??

With an overview of how two states value properties and collect
property taxes and considering the agriculture exemption policies for those
two states, an emphasis can be placed upon the policies that are most effective
from the standpoint of the farmer and rancher to ensure the long-term success
of the family-owned farm and the agriculture industry as a whole.*"?
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III. STATE LEGISLATURES SHOULD CONSIDER PROPERTY TAX AND
AGRICULTURE EXEMPTION POLICIES SIMILAR TO TEXAS BECAUSE THEY
PROVIDE STABILITY AND CLARITY TO THE FAMILY-OWNED FARM

God said, ‘I need somebody willing to sit up all night with a newborn colt,
and watch it die, then dry his eyes and say, ‘Maybe next year.” I need
somebody who can shape an ax handle from a persimmon sprout, shoe a
horse with a hunk of car tire, who can make harness out of haywire, feed
sacks and shoe scraps; who, planting time and harvest season, will finish his
forty-hour week by Tuesday noon, and then pain’n from tractor back, put in
another seventy-two hours.” So God made a Farmer.*'*

A. Proposed Amendment to the Texas Property Code

Crafting effective agriculture exemption policies at the state level for
property tax codes is a large step in the right direction for the preservation of
family-owned farms.?"> As discussed previously, each state has its own way
of raising and levying property taxes, and exemptions are no exception to this
rule.?'® The proposed legislation listed below is purposely adaptable in many
areas so that each state can implement policies that work best for its
citizens.”'” However, the framework of this proposal is what serves as the
foundation for a sound exemption policy that is rooted in fairness, freedom,
and free choice for the farmer.?'® Additionally, the location of the code that
would govern agriculture exemptions can be found in a variety of places
within a state’s statutes and may include property codes, tax codes, and even
agricultural codes.?'’ Therefore, a large amount of discretion has been left to
each individual state legislature to determine the best location for the
prescribed additions.**’

Proposed Legislative Addition:

A. Land that has been designated for agricultural use shall:
a. Be appraised at its value based on its capacity related to
agricultural production as defined:

i.  This valuation will be determined by capitalizing
the expected net income for the land under the
supervision and maintenance of a prudent and
responsible operator over the course of the five
years leading to the present year.
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ii. However, if this special valuation exceeds the
determined market value of the property, the land
shall be appraised by other approved appraisal
methods.

B. Eligibility

a. A property owner is eligible to have land they own
designated for agricultural use if, on January 1:

i. the land has been utilized primarily for the
production of agricultural products or other
agricultural uses, as defined, for the three years
preceding the current year;

ii. the land and its primary uses are intended for profit
seeking, an occupation, or some business venture
during the current taxable year;

iii. agriculture is the primary source of income derived
from the use of the land; and

iv. the land in question satisfies a minimum acre
requirement, as defined, by the jurisdiction in
accordance with this chapter.

b. Nonagricultural use does not prevent a property owner
from seeking an agricultural designation, so long as the
non-agricultural use is secondary and does not conflict with
the primary agricultural use of the land.

c. Profit seeking from nonagricultural uses does not prevent
a property owner from seeking an agricultural
designation, so long as the property owner derives a
greater portion of their gross income from agricultural
profit seeking endeavors.

C. Alternative Long-Term Contract Agriculture Exemptions

a. Any county may choose to enter into a contract to limit the
use of land deemed agricultural as defined by this chapter,
for the purpose of preserving its use as agricultural and is
subject to the conditions set forth in this section, including
payments, fees, cancellations and conditions. Contracts
may provide more restrictive terms than or in addition to
those required by this chapter. These contracts are only an
alternative to the prescribed methods used above as a
longer-term method.

b. If acounty enters into a contract with a landowner, it must
offer similar contractual terms to every landowner with
similar land uses in that jurisdiction.

i.  However, these contracts do not need to be identical
and are instead based on the actual usage of the land
over the period specified.

c. Every contract entered shall:

i.  provide for the exclusive use of the land or primary
use of the land as agricultural and all other uses must
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be secondary and compatible with the agricultural
use for the duration of the contract;

ii. be binding upon all successors of interest of the
owner; and

iii. be for an initial term of either three, five, or ten years
and shall provide that, unless amended or specified,
on the anniversary date of the contract one year shall
be added automatically to the initial term.

1. A specified reduction in property tax

benefits will be increased based on a longer

term for the contract.

d. Nonrenewal

i. A landowner may serve notice of nonrenewal at any
time but the contract shall remain in effect for the
balance of the period remaining as of the date listed
on the last renewal.

ii. Both parties may enter into or rescind a contract
under a mutual agreement.

iii. For automatic termination a landowner may:

1. be subject to term modification and
additional assessed value for the purposes
of property taxation;

2. pay a fee equal to 5% of the property’s fair
market value;

3. enroll the land into a similar conservation
program; or

4. petition the state board of taxation.

D. Definitions

a. “Agricultural use” means a usage of land that is primarily
used to produce plant or animal products. This definition is
intentionally left broad to encompass a wide array of uses
as to not limit the landowner in any way.

b. “Minimum acres requirement” means a minimum number
of acres that is established by either the jurisdiction or
legislature to be eligible to enroll the subject land in the
specified exemption policy. Legislatures may choose to
enact a blanket acreage minimum or adjust the minimum
based on the usage of the land.

i.  The first type of minimum would be a minimum
that applied to any usage.

1. Land enrolled in this program must be forty
acres or more.

565
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ii. The second type of minimum would look at
specific usages and then apply an acreage amount
based on that use.

1. Land enrolled in this program with a
primary usage in growing corn, cotton,
wheat, or barley must be fifty acres or
more. 2!

B. State Legislatures Should Refrain from Enacting Property Tax Policies
Similar to California

California voters have overwhelmed the polls by supporting measures
that have limited the amount of property taxes the state can collect.””? The
state no longer relies on property taxes as a primary source of income but
rather focuses more on personal income taxes, sales and use taxes, corporate
taxes, and excise taxes.??* However, local governments, counties, cities, and
school districts do rely on property taxes as a primary source of revenue for
social and educational programs.”** No California resident will dispute that
these funds do not go to a worthy cause.”” It is the means and goal of
collection of these funds that has farmers weary.**®

From the position of a family-owned farming operation, the current
property tax system in California provides little to no long-term clarity or
stability.””” When property is passed on to an heir, the property is reassessed
under Proposition 13 and Proposition 19, which can leave the heir in a
troubling position.””® When a change in ownership occurs, real property is
reassessed at its fair market value on the date of transfer.””” This establishes
a new base year value for the property and any improvements made upon the
land.>*° However, Proposition 13 left carveouts for family-owned farms and
left them exempt from this reassessment.*"
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For many families, properties have been owned for generations and
passed down over the years.”*? That means the original purchase price, which
California bases its property tax on, is generally low.** This results in the
reassessed value being drastically different depending on how long it has
been since the property has last been reassessed.”**

Disparities in assessed value have been prevalent since Proposition 13
was enacted in 1978.%* Under Proposition 13, all real property has an already
established base year value, and it imposed a restricted rate of increase on
assessments of no more than 2% annually.”** Under the proposition, similar
properties can have substantially different values simply based on the date
they were purchased.”’

These differences appear when significant appreciation in properties has
occurred.”® If the property has stayed in the same hands for a long period of
time, the 2% tax increase for inflation may not accurately reflect the actual
market value of the property.”*® Additionally, these property owners typically
have a much lower property tax burden simply based on longevity.**
California has seen a 20 million person increase in population just in the last
fifty years.”*! Generally, an increase in property values is a good thing for the
farmer; however, that is not the case if their property taxes are directly
dependent on that amount.**

Population density is another aspect of the formula when determining
property tax values.**® Generally, properties in areas with high population
densities have increased property values or will have increased values at
reassessment.”** This notion incentivizes states with higher population
densities to increase property taxes because local municipalities need an
additional source of revenue for social programs and public schooling.**’

The passage of Proposition 19 by the California voters in 2020 has
severely limited the conditions under which property owners can transfer
property to children or grandchildren without triggering a reassessment for
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property tax purposes.’*® This Proposition took a hardline stance that
completely ignored the challenges of farming, such as year-to-year profits or
losses, to align property taxes and actual market values for properties.”’
Before the Proposition took effect in 2021, farmers could pass land on to their
children without triggering this reassessment because the state recognized the
importance of agriculture.*** The Proposition eliminated certain family based
exclusions to reassessment which can be extremely problematic to farms that
have been in family hands for generations.”** This can result in difficult
decisions being made by the heirs of farmers and ranchers that may result in
properties being sold and businesses closed which cannot be the goal of state
legislatures.”"

Farmers and ranchers are not surprised that Proposition 19 has
effectively been a death sentence to any family-owned operation.*' From the
beginning, this legislative proposal was marketed in a way to get voters to
sympathize with the victims of wildfires in the state without realizing that the
farmer would be footing the cost.>*> While the language of the bill may be
murky and unclear to the voter, the legislative intent is clear: for large
landowners to pay for state-run programs.>>®

Many producers view Proposition 19 as an attempt to redistribute wealth
and to achieve equity at the cost of the farmer.?** In its simplest interpretation,
the Proposition is simply disruptive to the agriculture industry and represents
an impending challenge that is just around the corner for the farmer and their
heirs.?>

These challenges put the heir in a tough situation.”>® On one hand, there
may be the desire to keep the property in the family.*®” On the other, the
reality of a drastic increase in property value may force the family to sell the
farm simply because the property tax increase supersedes the actual
production the farm is capable of.**® Property tax codes, including measures
such as Proposition 19, in general should distort markets and professions as
little as possible.”®” However, the State of California has taken a different
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approach, essentially pushing the family-farm toward sale.®® Where some
states have streamlined the process for passing on a farm to an heir, California
has put families in an impossible position.**’

From the standpoint of the family farm, California’s property tax
scheme provides no stability long term.?> While the current code keeps taxes
low on a year-to-year basis, the reappraisal process through Proposition 19
handcuffs heirs.”®® Realistically, no family prepares to lose a loved one.”®*
Additionally, when addressing the scope of this argument, the demographics
of the farming industry need to be addressed.’®> Farmers and ranchers have
been getting older, with the average age of the farmer increasing to close to
sixty years old.?*® As these older producers retire or property is passed on to
an heir, the need for stability in property tax codes is only exacerbated
because this adds stress to a key pressure point that already exists in the
industry.?’

On a daily basis, farmers are tasked with navigating the hardships of
feeding the country.’® State legislatures should identify California’s property
tax scheme as one that provides no long-term assurance to families that have
taken on one of the world’s most important professions.””” Admittedly,
California’s tax codes do keep property taxes lower before the reappraisal
process.”’® However, the burden on the heir is so significant upon transfer
that they may be faced with the impossible decision to sell the farm that their
loved one passed on to them.?’!

C. The Property Tax System Implemented by Texas Provides Valuable
Long-Term Stability to the Farmer and Rancher and Other State
Legislatures Should Look to Adopt Similar Policies

Property taxes in Texas are essential to the success of communities
because there is no state income tax.”’> As a result, counties in Texas need to
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find funding for public services, schools, roads, and emergency services.?”
Texas has recognized this need for local governments and left the decision
up to them as far as how properties are taxed.””* Therefore, there are no
statewide property taxes in Texas.*”* This approach is far superior to a blanket
property tax provision because the specific counties and appraisal districts
can make the proper determination for their residents®’® Each county in Texas
is different and therefore has different needs that must be addressed.”’’

Although there is not one blanket state property tax in Texas, the
mechanics of taxation are the same across the state.’’”® Because local
governments use property taxes to supplement the lack of funds from income
tax, Texas has one of the highest property tax rates in the country when
compared to other states.””” While on its face this may seem like the property
owner is just paying more in taxes each year, this system provides
generational stability that would benefit the farmer.**

The key distinction for property taxes in Texas is they are based on
assessed value rather than appraised value.”®' Although both terms are
similar, their application is vastly different.®* Appraisal value focuses on the
fair market value of the property based on comparable sales and the current
real estate market.”® Assessments, on the other hand, are adjusted values
made by the appraiser used to determine a particular property's tax bill and
are typically lower than appraisal amounts.”®* Any exemptions for which the
property owner may qualify for are taken out of the assessed value for
property tax purposes.’

Having the fair market value of the property on hand reassessed yearly
is a great asset to the aging farmer.”®® The yearly reassessment process
provides no surprises when the property is passed on to an heir.?®” Therefore,
the heir is not left to make the hard decision whether to pay an increase in

273. Seeid.

274. Seeid.

275. See id.

276. Seeid.

277. Seeid.

278. See id.

279. Id.

280. See id.

281. How Do Property Taxes Work in Texas? Texas Property Tax Guide, TEX. REAL EST. SOURCE
(Nov. 15, 2022, 4:53 PM), https://www.texasrealestatesource.com/blog/texas-property-taxes/ [https://per
ma.cc/72CV-GLLG].

282. Seeid.

283. Seeid.

284. Seeid.

285. See id.

286. Ted Kolman, What You Need to Know About Property Tax in Texas, MOSS ADAMS (Oct. 13,
2022),  https://www.mossadams.com/articles/2022/10/texas-property-tax  [https://perma.cc/LMW6-
LDWO].

287. Seeid.



2024] PROPERTY TAX REFORMS FOR FAMILY-OWNED FARMS 571

taxes or to sell the farm.?*® Additionally, from an equity standpoint, the Texas
system ensures that everyone pays their fair share of property taxes, but no
one has to pay more than that.?** Properties are also assessed by a member of
the community in which they reside.?”” That means that the assessor can take
into account external factors when determining property values rather than
an indifferent policy coming from the state capital.”’!

Additionally, farmers may be more willing to pay an increased rate in
property taxes because the funds collected by the tax measures are injected
back into the local community rather than going to the state for use.?”* This
means the funds are used for projects that are more tangible to the tax payer
including farm roads, water infrastructure, and other utilities.””> Many
farmers also have families that would take advantage of the public school
system that is largely funded by local property taxes.”’* In any given year,
school districts rely on property tax revenue to make up more than half of the
funds necessary to keep public schools open.?” In 2020, this figure amounted
to $38.4 billion compared to the $23 billion that was provided by the state.”*
These facts only further the notion that farmers may be more willing to
contribute to programs they can directly see the benefits of. >’

Texas has also put a limit on the amount property taxes can increase on
a year-to-year basis.””® The legislature has capped tax increases at 10% in
years that property values increase drastically.”” This idea protects the
property owner from large swings in property value which result in an
unplanned tax liability.**® These protections are critical in years in which the
real estate market is strong because a large annual appreciation would result
in a large property tax bill.*"!

When looking at the bigger picture of property taxes in Texas, it is
important to weigh short-term costs with long-term benefits.**> From the
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standpoint of the farmer, having long-term stability is critical to ensure that
their family is not left with a tax burden so large that it forces an heir to sell
the property out of necessity.’” Proponents of this argument may point to the
yearly amount paid in property taxes by Texas residents.’*® This argument
does not take into consideration the many safety measures the legislature has
taken to prevent undue rises in property taxes as well as the very pointed
usage of those funds at the community level.**’

Additionally, the argument fails to address the many exemptions and
special valuations that Texas offers property owners that get to the core of
the usage of the property.’*® As mentioned previously, it is important to take
into consideration the demographics of farmers and their wants and
desires.””” When a farmer can see where their funds are going and can take
advantage of the resources being provided, they will be more apt to pay into
those funds via property taxes.’*®

D. California’s Agriculture Exemptions Serve as Handcuffs for Farmers
and Ranchers That Limit Choices

Every state has some version of agriculture exemptions for property
taxes, however, that is where the similarities end.’” States have taken a
number of approaches to agriculture exemptions including: the size of the
property, the dollar amount of sales of agriculture-related products, or a
combination of both acreage and sales.*'’ Most states also have some sort of
penalty for conversion of agriculturally exempt land into a different use.*"’
Often, this is reflected in a stepped-up basis to return to traditional tax
amounts.’'?> Therefore, it becomes necessary for family farmers and estate
planners to understand the implications of using, and in some cases not using,
exemptions based on agriculture.*'®

Special assessment programs implemented by the state are designed
with the intention to help encourage the long-term viability of farming and
agriculture.’'* Successful programs take into account the current use of the
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property and assess its value based on its suitability for agriculture rather than
the traditional valuation process for property in that state.>'> These programs
are typically the most successful in achieving the goal of reducing the
financial burden on farmers because they reflect the actual usage of the land
by the farmer and the year-to-year challenges they may face in yielding crops
and profits.>'® Additionally, these programs protect farmers from having to
result to selling their land for commercial development unless they want to.*’

States should be encouraged to implement programs like these for the
simple reason that farms often use fewer government resources than
commercial or residential properties.’'® Many outside critics of these special
valuations often point to the difference in the size of the property and
compare it to the lower value in tax dollars the farmer pays.’'” However, this
argument fails to address the inequality that would occur if the opposite
policy was enacted.’ If the family farmer had to pay property taxes based
on state tax codes without special agriculture valuations, the taxes alone
would exceed any profit the farmer had on a year-to-year basis on average
and would surely miss the mark if the farmer was faced with a variable like
drought, fire, blight, or flood.*' State legislatures in many cases have realized
that in both situations there is an adverse effect on the parties involved.**

For farmers and ranchers in California, there is one question that needs
to be asked: Is the land protected by the Williamson Act or not?*** The
Williamson Act is California’s attempt at providing agriculture exemptions
or special valuations for farmers.’** While California’s intentions may have
been good when the Act was passed and added to the state constitution, it
fails today in a modern California.’*® To understand why the Act is not
successful in achieving its purpose today, a historical analysis is necessary.>*
Prior to the Act’s passage in 1965, California required that all property tax
assessments be made according to the fair market value of the property.*?” At
that point in time, county assessors, who were and still are charged with
valuing properties, had to identify the best use of the land for valuations
rather than the current usage.’*®
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The California Legislature made the realization of what this would
eventually do.*”* As populations in California continued to rise following
World War II, the distance between urban areas and rural farming areas
became smaller and smaller.*** As the city got closer to the farm, the farm’s
best usage valuation began to rise to levels that the farmer could not
reasonably be expected to pay.**' If allowed to continue, the irreversible and
rapid loss of farm land would have occurred simply due to property taxes.**

The Williamson Act was initially successful in stopping the irreversible
loss of farmland to urban growth via property tax.>** The Act sees farmers
enter into ten-year contracts with local governments in which they pledge
that the land will be used for agricultural purposes rather than commercial
use.*** In many cases, these contracts are easy decisions for farmers and
ranchers to make when they have no desire to sell their property or develop
it commercially, but these contracts can be more accurately described as
handcuffs for producers.>*> Williamson Act contracts are renewed annually,
meaning if ranchers want to get out of a contract in order to develop their
property, they must file the requisite paperwork.** When the paperwork has
been approved, a nine-year period begins in which the land is gradually taxed
based on best use, rather than the actual usage.*’’

The state legislature made an attempt to remedy this by amending the
Act with what it thought would streamline the process to cancel a Williamson
Act contract.™® But again, this provision misses the mark as it sees
cancellation fees reach 12.5% of the fair market value of the property.**° This
has disincentivized farmers from removing their land from the Act because
removal can cause exorbitant cancellation fees.**” Cancellations under this
provision see a chain of property exchanges in which the sales price may be
disproportionately higher than the true market value, going beyond just
agriculture and affecting all property usages.**’ When the Williamson Act,
Proposition 19, and rising property values in California combine, it creates
the perfect storm for a farmer that leaves them and their heirs with little to no
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choices.*** The following hypothetical illustrates the issue that farmers can
face.’®?

Assume that Farmer Jack has put his 100 acres into Williamson Act
protection for the property tax benefits.*** These 100 acres have been in the
family since his great-grandfather paid $10,000 for them.*** Today, the ranch
has a fair market value of $10 million.**® Suppose that Farmer Jack dies and
passes the land on to his daughter, Farmer Jill.**” Under Proposition 19, the
farm will be reassessed for tax purposes, meaning that Farmer Jill will no
longer pay property taxes based on the original $10,000 basis in the property
(with adjustments for inflation) but will now pay taxes based on the $10
million fair market value.**

The tax consequences do not stop there if the property is still protected
under the Williamson Act.** Facing the new property valuation, Farmer Jill
may decide she would like to sell the property because the tax burden is
simply too high for the output of the ranch to be feasible.”* She essentially
has two choices: (1) she can try to sell the property while it is protected under
the Williamson Act; or (2) she can remove the property from the Williamson
Act and sell it after waiting nine years.*”' In this scenario, the Williamson Act
has limited who Farmer Jill sells the property to and has greatly diminished
the return she could expect from the sale.***

Farmer Jill is faced with the difficult task of deciding what to do with
her new property.>> Being tied to the Williamson Act has essentially made
the property only marketable to one group: farmers.’** No commercial
enterprise is going to buy the rural land with the promise that it will not be
available for development for at least nine years.>> Additionally, for Farmer
Jill to entice commercial development she will have to remove the land from
the Act, either by paying 12.5% of the fair market value of the property,
which equates to $1.25 million, or by waiting the nine years to remove the
land in which she will see her property taxes gradually increase to the fair
market standard.*® In essence, Farmer Jill has no good choices.**’
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This harsh reality is only matched by the notion that the property taxes
on the land are far too high for Farmer Jill to pay.>*® She may have to take a
discounted price to sell the property to another farmer who understands Jill’s
situation.®® Farmer Jill’s problem is not an isolated incident as there are
many farmers who face these same decisions.**®® This issue is coupled with
the fact that farming demographics tend to show that a generational turnover
will happen in the industry very soon.*®' States need to reevaluate their
property tax codes and look at them in the totality of the circumstances to see
if they will be fostering the agriculture industry or harming it.**

Another legislative reason behind the passage of the Williamson Act
was to have local governments, farmers, and commercial retailers work
together in order to achieve a general development plan for the local
municipality.’®® The Act was designed in a way that would give farmers a
voice at the table in how the community was going to develop as time went
on.*** However, this has not been the reality of the Act’s implementation.>®>
Communities have often used Williamson Act protected property to shield
the community from growth in certain directions or to direct growth in a
given path or area that is inconsistent with the desires of the community.*®

Returning to the hypothetical above, Farmer Jack worked with the local
government when he put his land into the Williamson Act.**” The community
plan was designed in a way to protect agriculture, while realizing that
development of the area was inevitable.”®® Over the years, the local
government has disregarded this relationship, and now, what was an
opportunity has become handcuffs for Farmer Jack’s family.**

State legislatures should realize the concern this creates for farmers and
ranchers that have one eye on the future.’’® The first step a farmer may
consider when looking to develop his property is to subdivide it into smaller
parcels.””' But if the property is protected for tax purposes in a manner similar
to the Williamson Act, subdivision is a contracted provision that prevents
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compliance with the Act or the local municipality may have a minimum-acre
standard to maintain.’’?

States should only consider protections and exemption policies that
complement, rather than replace, community development and planning.*”
This idea preserves a stable present for the farmer while giving them the
ability to look to the future to see how it affects the viability of the family
farm.’”* Farmers deserve the ability to make the choices they think will best
benefit their families, businesses, and land instead of just being given what
appear to be choices but are really the shackles of structure.*”

E. Agriculture Exemptions in Texas are Tailored to the Actual Usage of the
Land and Provide Freedom to the Family-Owned Farm Rather Than
Handcuffs

The success of the property tax system in Texas is found in its
exemption policies.’’® Texas has integrated property tax exemptions in the
form of special valuations that are detracted from the assessed value of the
property on a yearly basis.>”” This means that landowners can have their
property taxes based on the productive value and usage of the land as opposed
to the fair market value.’”® This can be a life-saving device for landowners
and can keep farmers and ranchers in business.*”

Eligibility requirements for these special valuations range from county
to county, meaning the assessor has wide discretion when determining
whether or not the usage is agricultural in nature.®® This notion rejects a
“one-size-fits-all” narrative that many states, including California, have
adopted.*®' Flexibility is so important in the agriculture industry because the
industry and the work itself provide little to no stability, and farmers and
ranchers are highly dependent on external factors such as droughts, floods,
freezes, and other natural disasters.**?

372. Seeid.

373. Seeid.

374. Author’s original thought.

375. Id.

376. See Hemann, supra note 190 (discussing the special valuation system that Texas currently uses
to lower the tax burden on family-owned farms and all agriculture land).

377. Seeid.

378. See Agricultural Exemptions in Texas: What You Need to Know, supra note 185 (discussing the
benefits of taxing properties based on their productive value rather than fair market value and what the
result of that is for farmers).

379. Seeid.

380. Seeid.

381. Reduce Property Taxes with a Special Ag Valuation, AGTRUST FARM CREDIT, https://agtrust
aca.com/app/uploads/2023/04/AgTrust_ AgValuation 2023 proofl.pdf (last visited Nov. 24, 2023)
[https://perma.cc/68V4-FUVD].

382. See Bennett, supra note 209 (discussing the discretion that appraisal districts and counties have
in order to come up with the special valuation for agriculture-based land and the degree of flexibility that
this affords to farmers and ranchers on a year-to-year basis).



578 ESTATE PLANNING AND COMMUNITY PROPERTY LAW JOURNAL [Vol. 16:545

Having a member of the community assess the land also has a distinct
benefit.*®® Members of the community have a better understanding of the
customs and traditions of the agriculture industry in that area.’™

Texas has implemented a few protective features for these special
valuations for agricultural land, including the requirement that for a special
valuation to be given, the land must have been used for agricultural purposes
for at least five out of the last seven years.*®* Additionally, the principal use
of the land must be agricultural in nature.**® Even interpreted in their strictest
meaning, these requirements are flexible in nature and are still determined by
the assessor (a member of the community).*®” These protections are not
restrictive but are designed to be guideposts for the assessor to properly value
the land for tax purposes.’®®

Each appraisal district has some version of a “degree of intensity”
requirement to determine agricultural use.*®” Some appraisal districts require
a minimum acreage while others look at the intensity of agricultural
production.*®® Focusing on the second of these options, the intensity of
agricultural production highlights a major success of these special
valuations.*®' The assessor can take into account local trends, industry-wide
trends, and standard practices for farmers and ranchers in those specific
fields.*> The assessor will have the ability to consider a wide range of factors
to determine whether the usage is agricultural.*”> An example of this would
be an assessor determining whether a farmer’s cotton crop that yields 200
acres a year is agricultural at the same time an assessor determines that a
cow-calf operation with twenty cows is as well.***

Compare these requirements with the Williamson Act in California, in
which producers enter into a ten-year contract with the local government.**’
When comparing the two policies, the flexibility offered by Texas far exceeds
the handcuffing stability that California sought to implement.*”® State
legislatures should note the differences between these policies and why
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shackling farmers into a contract actually does more damage than good,
regardless of the tax relief.**” It does not stop here, however, because the
agriculture industry is volatile in nature which makes flexibility a luxury.**®

As with any comparison, it is necessary to look at the totality of
circumstances and not just a specific portion of the property taxing process.*”’
Consider Farmer Jack’s cousin, Farmer Billy, who sold his almond farm in
California and moved to Texas to raise cattle and grow hay.*”° Farmer Billy
buys a piece of property in a rural community that has been used for raising
cattle for the last decade.*”' That January, the property is assessed and the fair
market value is $1 million.*”® In California, Billy would have to decide
whether he wanted to enter into a Williamson Act contract or pay taxes based
on that current valuation.**?

However, because Billy is in Texas, he works with his district assessor
and state-funded programs to determine the total number of cows he needs to
keep on his property in order to receive the special agricultural valuation for
property tax purposes.*** Billy maintains these requirements and proves the
land has been agricultural for the last decade in compliance with the district’s
requirements.**® This effort is rewarded when Billy gets his property tax bill
and it directly reflects his usage of the land rather than the fair market
value.**

This provides Billy with two advantages.*”” Now he knows the fair
market value of his property if he decides to sell it, and Billy has full
autonomy with what to do on his property without the threat of having to be
in a contract with the local government.*”® Billy thinks this balance between
stability and flexibility is priceless in the agriculture industry because he had
seen years in California where drought, a bad crop, or disaster were routinely
ignored by the state when taxes were determined and collected.*”

Now suppose that Farmer Billy dies and his son, Farmer Jason, inherits
the cattle operation and property in rural Texas.*'’ In California, it is likely
that Jason would have been blindsided by a dramatic increase in property
value, resulting in an unexpected burden to pay taxes on that property or sell
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it at a discounted value, like Farmer Jill did in the earlier hypothetical.*!!

However, because the property Jason inherited is in Texas, he has more
options.*'? He can continue his father’s cow-calf operation and pay the exact
same property taxes without surprise, or he can look to sell the property and
not be handcuffed by a contract with the local government that limits who he
can sell the property to.*" If Jason decides to sell the property, he can contact
other ranchers and farmers or he can look to develop the land and sell it to a
commercial enterprise if that is the most economically beneficial option.*'

The dangers of limiting the property rights of landowners are
highlighted by the two previous hypotheticals with Farmer Jack and Farmer
Billy.*"” One of the key tenets of property ownership is the ability to take full
advantage of the bundle of rights that come with ownership within reasonable
limits.*'® One of the rights in the bundle is the right of control, which
essentially grants the owner the ability to do what he wants with his property
when he wants to do it.*'” Another right in the bundle is the right of
enjoyment, granting the property owner the right to enjoy his property within
limits.*'® Finally, the right of disposition is a key property right that grants
the owner the ability to dispose of the property in any legal manner, including
the sale or transfer of the property.*"”

When looking at some of the tax schemes and exemption policies listed
previously in this Comment, it is evident that some of these rights have been
infringed on.*”® It is important for state legislatures to take this into
consideration when formulating property tax schemes and considering their
effects on family-owned farms.*! From the standpoint of the farmer, any
time the government infringes on these substantive property rights, the value
of his or her property decreases.*”? This can be analyzed in two directions:
(1) the actual value that the farmer can recover from the sale of their property
is lower than the fair market value; or (2) the practical value of the property
is lower based on the actual usage of the property because certain rights have
been taken away.*?
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The dangers of these possibilities are present for every farmer, and state
legislatures should take the responsibility of limiting a farmer’s exposure to
them.*?* The challenge is in implementing policies that provide a safe harbor
to farmers while also providing equity to the citizens of that state in
furtherance of its tax scheme.** State legislatures have a lot of leniency and
broad authority in their ability to raise and collect taxes, especially when they
contribute to a compelling government interest.**

Texas could look to improve its property tax scheme by offering
something similar to California’s Williamson Act but with the express
intention that it can only be an alternative to the current exemption process.*’
This longer-term commitment can be one of the choices on the table for the
farmer to choose between.**® This can be an attractive proposal if the farmer
is in an area that has no prospects for development and the farmer has no
intention of selling the land.**’ Texas could offer a better tax rate in exchange
for this commitment to keep the land agricultural.***

If Texas were to implement something similar to the Williamson Act, it
would need to have an easier way for farmers to exit the plan.*' Paying
12.5% of the property’s value to end the contract is not a realistic option with
properties in Texas being appraised annually.**? For this proposal to work, it
would need to have express language that provided the farmer with a way to
remove his land from the contract and to enter it back into the traditional
exemption process.*® It is important to reiterate that this would only be
another option the farmer could make and it would represent an alternative
to the current method that is in place for special tax evaluations that have
been successful.***

In sum, other state legislatures need to recognize the most important
piece of this proposal; Texas has done a good job providing options for the
farmer to choose between.**> Choice and freedom are key tenets of the
agriculture industry.*

Farmers make choices every day.*’ Whether it be what crops they wish
to grow, what they plan on doing with the farm long-term, or how much water
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to give to the crop, farmers rely on this liberty to make the choices they think
will best contribute to the success of the farm.**® Policies that provide farmers
with more choices are never a bad thing, especially if they provide an
alternative route that may better fit the needs of that farmer.*

In conclusion, the property tax schemes and exemptions implemented
by the State of Texas do a good job of offering the protections mentioned
above.**’ These policies strike a balance between equity and fairness for the
farmer without adding an additional hindrance to the farmer’s duty to feed
the world.**' State legislatures should look to Texas as an example of tax
schemes that are effective in both the end result and the methods used to
achieve that end result.**> Additionally, Texas has been successful in
balancing current principles with the future needs of the agriculture
industry.**® This success is rooted in Texas’s tradition of guaranteeing the
property rights of owners.*** This basic understanding has provided, and will
continue to provide, stability for the family-owned farm.**’

F. Estate Planners Play a Key Role in the Success of the Family Farm and
Must Understand the Tax Ramifications of Certain Decisions

The estate planner plays an important function in the future of the
agriculture industry and its long-term success.**® A misconception amongst
farmers is that the best way to keep farmland is to farm it.**” However, one
of the best ways to protect the future of a farming operation is successful
estate planning.**® Farming is an inherently risky venture that is subject to a
volatile market and work environment.**’ Estate planning in this space can
help ensure not only that the land is successfully passed on to the next
generation but that the business will survive as well.**°

The challenge for an estate planner working with farmers is threefold.*”'
First, the estate planner needs to recognize the demographics of the farming
industry and how the farmer thinks.*? Second, they must effectively
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communicate the reasons that the farmer should construct a stable estate
plan.*? Lastly, the estate planner must understand the property tax
implications of the state in which the farm resides and how those policies will
affect the farmer and their future generations.***

Starting with the demographics of the farmer, the agriculture industry
has an aging problem.*> There are more older (sixty-five years and older)
workers in farming than any other industry.**® Not only is this dangerous on
a practical level, but it means the industry will be seeing large amounts of
turnover in the near future.*’ This is not an issue that estate planners can deal
with in the future; it is an issue for today.*®

Additionally, young people are choosing city life at a growing rate.
As the Baby Boom Generation begins to age out of the workplace, there are
fewer and fewer workers to take their place.*®® This should be alarming to
state legislatures and estate planners who work with farmers.*’' Realizing the
need to feed the world is never-ending, estate planners must put farmers in
the best position to provide long-term success for their families.*®*

The agriculture industry is dependent on many high-value investments
of the farmer.*®®> But the cost does not end there.*** Recent years have seen
integral parts of the farmer’s daily production practices increase in price
based on various external factors.*®> These factors must be taken into
consideration by the estate planner when looking at the current shape of the
agriculture industry and how that affects farming demographics.*® At no
point in our history has an individual been so disincentivized to be a farmer,
yet the burden to feed the world remains the same.**’

Another hindrance to young people getting involved in farming relates
to the capital required to start the business.**® Many young farmers do not
have access to lines of credit that would permit them to spend the capital
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needed to enter into the farming space.*®® This cost of entry is a barrier to
new people becoming farmers as the generation turns over, which
exacerbates the issue.”’” Additionally, obtaining loans can often be
burdensome, time consuming, and confusing to the farmer.*’" This is not an
argument about the challenges of obtaining loans but rather how those
challenges affect the demographics within the industry.*"?

Next, the estate planner must effectively communicate the reasons that
a farmer should establish an estate plan.*”® This task is not as easy as it may
seem.*™* Often, farmers have an over-simplified idea of what estate planning
is and may not want to spend the necessary money to craft a stable estate
plan.*”” This may result in the farmer believing they have made their
intentions known to heirs or that they desire to divide property interests
equally amongst heirs.*’® However, if a decedent does not have a will in place
at the time of death, the state can allocate their assets based on state law with
little to no regard for these desires.*’’

But estate planning does not end with crafting a will for the farmer.*’®
Although the will is a critical piece, the estate plan has a broader scope that
may include financial stability, business organization, and the distribution of
assets.*”” From a policy standpoint, the estate plan also allows the farmer to
spell out the most equitable way to divide their assets to heirs.**® This can
come into play when the farmer has multiple children or potential heirs.**!

The estate planner should focus on the result, not the process, when
discussing these interests with the farmer.**? Regardless of the technique the
estate planner uses, the decisions the farmer makes at this stage will be among
the most important they have made up to this point in their life.**
Additionally, the cost of creating an estate plan may seem like a hefty
investment, but failing to have a substantial plan in place can cost your heirs
and family members a lot more than the initial sticker price.*** The
ramifications for not having a proper estate plan can affect generations and
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ultimately may result in the farm having to leave family hands.*** This would
be counterintuitive to many of the things the farmer has done up to this point
in their life.**

The conversation begins with the estate planner asking about the
long-term goals for the farm or the operation.**” The estate planner should
advise the farmer on how to maximize the value of the farm and other assets
depending on the goals provided.*®® Alternatively, there is an emotional
aspect the estate planner must prepare for.**’ It may be difficult for the farmer
to cede control or even discuss the proposition of relinquishing the reins.**
The estate planner should rely on the idea that being prepared will relieve a
lot of this burden and will mitigate the unease the farmer may have.*' The
more thorough the estate plan, the less likely it is for the outcome to be
different from what the farmer intended.*"

It is critical for the estate planner to convey these ideas and interests to
the farmer so they completely understand the ramifications of having or not
having an estate plan.** This idea is only magnified by the idea that many of
the assets belonging to the farmer are high in value, requiring a detailed look
at how they are passed on to heirs.*** Additionally, the laws governing these
ideas are often detailed and difficult to understand.*””> It would be
unreasonable to require the farmer to understand these policies and how they
affect not only themselves but the industry as a whole.**®

The final portion of the estate planner’s role is to understand the
property tax codes, exemptions, and ramifications of those policies in regard
to how they all interact and affect the farmer.*’ This requires the estate
planner to keep a detailed account of the way taxes are levied and collected
in the state and how the farmer can achieve exemptions.*’® This can be
difficult because there is no standard or uniform policy across the states and
the policies can range widely, as discussed in previous sections.*”
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Additionally, the laws in this area change frequently.’” For example,
Proposition 19 (as discussed previously) had a drastic change in how
family-owned farms are inherited and the tax ramifications of such
transaction.>®! If the estate planner did not adjust procedure based on this
proposition being passed, the tax ramifications would be substantial on the
family.>*

It is not only important for the estate planner to know the law and
mechanisms behind the law but also the policy reasons for why some of these
actions may be detrimental to the farmer and how to alleviate those
burdens.® For instance, an estate planner in California must have an
understanding of the implications the Williamson Act has on property and
the long-term effects the decision to put the property in the Act has on the
estate itself.’*

It is not the responsibility of the estate planner to advise the farmer on
these decisions but rather on how the farmer’s decisions will affect
inheritance and, ultimately, the long-term success of the farm.”® This is
rooted in the estate planner knowing who their client is and what their
priorities are.’®® Depending on the farmer’s goals, the goal of the estate
planner and the actions they take may be drastically different.’”’

Estate planning for farmers may also take some creativity on the part of
the estate planner.’® Generally, most family-owned farms are sole
proprietorships in which the farmer is the one and only owner.’” Estate
planners can discuss the possibilities of other types of business ownership
including partnership, limited partnership, corporations, and limited liability
corporations.’'’ It is the duty of the estate planner to assess these options and
their viability before presenting them to the farmer.’"!

Additionally, there is not a one-size-fits-all estate plan for the farmer or
for anyone in a similar line of work.’'? The farming operation is a complex
network of many moving parts that can include land, equipment, employees,

500. Id.

501. See About Proposition 19 (2020), supra note 90.

502. Seeid.

503. Id.

504. Id.

505. Id.

506. Id.

507. Id.

508. See Key Concepts & Steps in Agricultural Estate Planning, supra note 446 (discussing the
importance of having an estate plan and the strategies that estate planners can employ when introducing
them to a farmer or rancher).

509. Seeid.

510. Seeid.

511, Seeid.

512.  Our Estate Planning Team Helps Farmers and Ranchers Protect Their Life’s Work & Legacy,
ROSS & SHOALMIRE ELDER L. ATT’YS, P.L.L.C., https://www.rossandshoalmire.com/blog/texas-estate-
planning-for-farmers-and-ranchers.cfm (last visited Nov. 24, 2023) [https://perma.cc/92KT-VYBV].



2024] PROPERTY TAX REFORMS FOR FAMILY-OWNED FARMS 587

and livestock.’'® Therefore, it is critical for the estate planner to tailor the plan
to the farmer they are working with to include specific protections for those
different assets.”'*

The estate planner may need to consult with outside agencies when
completing the estate plan.’'> These agencies include banks and lenders,
insurance agencies, and contractors.’'® It is important to get a sense of the
greater picture and see how these groups all contribute to the success of the
farm.>"’

The implications of estate planning and the farmer go well beyond state-
collected property taxes and encompass a wide range of policies and taxes at
the local, state, and federal levels.”'® But at the root of it all is the fact that
preparation today prevents tomorrow’s challenges.’'* The more effort and
energy the farmer and estate planner put into the estate plan, the more
successful the operation will be in the future and the closer the wishes of the
farmer will be followed.**

IV. CONCLUSION: SO, GOD MADE A FARMER

God said, ‘I need somebody strong enough to clear trees and heave bails,
yet gentle enough to tame lambs and wean pigs and tend the pink-combed
pullets, who will stop his mower for an hour to splint the broken leg of a
meadow lark.

It had to be somebody who’d plow deep and straight and not cut
corners. Somebody to seed, weed, feed, breed and rake and disc and plow
and plant and tie the fleece and strain the milk and replenish the self-feeder
and finish a hard week’s work with a five-mile drive to church. Somebody
who would bale a family together with the soft strong bonds of sharing, who
would laugh and then sigh, and then reply, with smiling eyes, when his son
says that he wants to spend his life ‘doing what dad does.” So, God made a
Farmer.>”!

The agriculture industry is facing an uncertain future.””” As more
farmers get closer to retirement, the challenge of feeding the world only
becomes larger.”*® This notion, coupled with the fact that each of the fifty
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states implements different methods for property tax collection, valuation,
and agriculture exemptions only emphasizes the need for protecting and
nurturing the agriculture industry.*** With that idea in mind, state legislatures
should look to policies that give farmers more choices when deciding how
land should be passed on to an heir in order to give their families or those
closest to them the freedom to exercise their property rights while continuing
to provide safe and healthy food products to the world.**

My family and countless other families have felt the harsh reality of a
cold and calculated property taxation system on family-owned farms and
ranches.’?® Unfortunately, this reality is not an isolated incident and will
become more and more prevalent as today’s farmer gets older.>*” Now more
than ever is it important to protect and nurture the key proponents of farming
that make it a worthwhile endeavor for those that choose to take on its
burden.’”® State legislatures should not add to this burden and should
implement policies that complement these key tenets.”” By working together
today, we can prevent a greater challenge tomorrow.”*"
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