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Report to the Property Tax Administrator: 

The following analysis has been prepared at the request of the Property Tax Administrator to 
determine the impact to property valuation, taxation, and state aid formulas IF agricultural 
personal property, i.e. agricultural machinery and equipment were exempt from property tax. 

Overview of LegaVPolicy Definitions: 

Nebraska Constitution Article VIII: Revenue; Sec. 1, param-aph (2) tangible personal property, as 
defined by the Legislature, not exempted by the Constitution or by legislation, shall all be taxed 
at depreciated cost using the same depreciation method with reasonable class lives, as 
determined by the Legislature, or shall all be taxed by valuation uniformly and proportionately; 

Statutory References: 
$77-104. Personal Property, defined. The term personal property includes all property other than 
real property and franchises. 

977-105. Tangible personal property, intangble personal property, defined. The term tangible 
personal property includes all personal property possessing a physical existence, excluding 
money. The term intangible personal property includes all other personal property including 
money. 

977-1 19. Depreciable tangible personal property, defined. Depreciable tangible personal property 
shall mean tangible personal property which is used in a trade or business or used for the 
production of income and which has a determinable life of longer than one year. 

977-121 Taxable property, defined. Taxable property shall mean any real or tangible personal 
property subject to tax pursuant to law and not exempt from tax. 

There is no exact statutory definition of "Agricultural Personal Property" or "Agricultural 
Machinery and Equipment", but the terms are used in difSerent statutes. 

However, 977-1229 provides for the Property Tax Administrator to prescribe the Personal 
Property Return, which currently requires the summation of taxable personal property value by 
two property type categories, 1) Commercial and Industrial and 2) Agricultural Machinery and 
Equipment. In addition, the Personal Property Return - Table 2 provides for a 7-year Recovery 
Period for Personal Property Used in the Business Activity of "Agricultural Machinery and 
Equipment". All subsequent administrative reports, as prescribed by the Property Tax 
Administrator, require valuation summarization of personal property by these two property type 
categories. 
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Disclaimer for attached analysis: 

The following analysis of value and tax impact, assumes all other categories of valuation and 
taxes levied remain unchanged or static, which would result in tax burden shifts to other property 
classes. No analysis is made for potential changes that may occur in the future to other categories 
of valuation and or tax rates and resulting taxes levied. 

Summary of Analysis: 

The amounts of tax impact if Ag-Personal Property is exempt, as follows: 

Taxes Levied impact w/Ag-PP exempt approx. 27.7 million 
(2003 taxes levied for Ag-Personal Property = 26.4 million or 1.29% of the state's total) 

School Aid impact w/Ag-PP exempt approx. 15.8 million 

Railroads tax reduction & taxes levied impact (w/AgPP exempt) approx. 600 thousand 
(car lines are not readily measurable but estimate impact to minimal for taxes and PA&T's 3% collection fee) 

School Aid impact with reduced railroad value (w/AgPP exempt) approx. 321 thousand 

Valuation impact w/AgPP exempt 1.6 billion plus 33.8 million for reduced railroads, for a total 
of approx. 1.7 billion 

Total Taxes Levied impact w/Ag PP exempt, 27.7 million + 600 thousand = approx. 28.3 million 

Total School Aid impact w/AgPP exempt, 15.8 million + 321 thousand = approx. 16.1 million 

Grand total tax & aid impact = 28.3 million + 16.1 million = 44.4 million 

Explanation of Analysis (attached spreadsheets): 

Analysis 1: 

2004 Property Value Sector% and Estimated Tax Loss IF Ag-Personal Property Exempt. 

Based upon 'the recent 2004 School District Taxable Value Reports, this analysis displays the 
2004 current taxable valuations by property type for each of the 93 counties. It shows the 
percentages of contribution each property type sector's value is in relationship to the total taxable 
value. The 2004 state total taxable value for Ag-Personal Property is then multiplied by the last 
known 2003 average tax rate for this type of property (see 2003 Annual Report pg. 92). 

Estimated taxes levied impact w/AgPP exempt approximately $27.7 million. 
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Analysis 2: 
2004 Change in Property Value Sector% IF Ag-Personal Property Exempt. 

This analysis displays the same 2004 valuation information as in Analysis 1 above, except the 
amount of Ag-Personal Property valuation is deducted from the total taxable value and shows the 
changes to percentages of contribution each property type sector's value is in relationship to the 
reduced total taxable value. 

Analysis 3: 
2003 Value, Taxes Levied, Average Tax Rate Impact IF Ag-Personal Property Exempt. 

This analysis displays the 2003 valuation and taxes levied for Ag-Personal Property and a 
restated total taxable value with the amount of Ag-Personal Property valuation deducted. It then 
assumes the same level of tax request or taxes levied and the resulting restated average property 
tax rate. 

Statewide 2003 property tax levied for Ag-Personal Property was approximately $26.4 million, 
in comparison to the 27.7 million estimated taxes levied for 2004 in Analysis 1. 

Analysis 4: 
Impact to 2004 School Adjusted Value and School Aid IF Ag-Personal Property Exempt 

This analysis displays the 2004 School Adjusted Value for each of the 257 School Systems. It 
indicates the amount of Ag-Personal Property taxable value that would be exempted in each 
school system. This amount of exempt value is multiplied by the Local Effort Rate of .95, to 
estimate the impact to state aid. This analysis would be on the high side due to the fact not all 
school districts receive equalization aid. 

Estimated tax impact to school aid formula w/AgPP exempt approx. 15.8 million. 

Analysis 5: 
Impact to Equalization and Taxable Personal Property Valuation of Railroads & Car 
Lines IF Ag-Personal Property Exempt 

This analysis demonstrates the impact to the statewide personal property ratio used for 
equalizing the personal property valuation of railroads and car lines, pursuant to $77-693. The 
valuation of Ag-Personal Property would be removed from both the numerator (taxable value) 
and denominator (market value) of this ratio, reducing it from 28.74% to 25.49%. This reduced 
personal property ratio was then applied to each railroad company to determine their respective 
reduction in personal property. 
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Estimated reduction of taxable railroad personal property is 33.8 million and using the 2003 
average tax rate for railroad property, this results in approximately 600,000 reduction in property 
taxes levied. 

The loss in railroad personal property valuation would also impact the school adjusted value and 
school aid. Using the reduction in railroad valuation of 33.8 million multiplied by the local effort 
rate of .95, is approximately 321,000 dollars impact to school aid. 

The equalization of personal property for each railroad or car line company differs due the 
different relationship of taxable personal property to market value for each company. The 
estimated reduction in car line taxes and PA&T's collection fee are not readily measurable, but 
we would estimate the impact to be minimal for the state as a whole. Currently, 78 of the 93 
counties receive car line tax monies, based on the distribution formula of railroad taxes levied. 

Other Considerations: 

Pursuant to $77-27,137, there is a formula for reduction in county aid by 3.5 million dollars by 
using the amount of taxable value of agricultural income-producing machinery and equipment in 
the,,county versus the state, as reported on the Certificate of Taxes Levied. 

This formula would be rendered obsolete if Ag-personal property were exempt. 

In addition, the distribution of funds for the County Property Tax Relief could be impacted. This 
formula for county aid relies on valuation per road mile as an indicator for aid distributed. This 
indicator would be affected by the removal of ag personal property. With some counties having 
more ag personal property than others, the recipients would vary from the distribution before 
exemption. (Those with a higher percentage of ag personal property would receive a larger 
relative share after exemption of ag personal property.) 

The program cost in this aid program can be and has been fixed by law, and the total distribution 
prorated to each recipient, so the total program cost to the state general fund need not change at 
all. 
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I NE Dept of Property Assessment 8 Taxation 11-1-04 
source: PA&T 2004 Certified School Adjusted Value 

Analysis #4: Impact to School Adjusted Value & School Aid IF Ag-Personal Property Exempt - NOTE: Not all schools receke equalizetion ad 
=a - oct lo, 2004 PA&T Cert.10-I 0-04 Analysis 

A 
Est.lmpact. 

Total % AG PP of Total Unadjust. Total Restated TotAdfval Difference .95 
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source: P M T  2004 Railroad & Carline Adjustments, pursuant to §77493(1)(a) 
Analysis 85 Impact to Equalization & Taxable Personal Property of Railroads & Carlines 

2004 State Personal Prowrtv Ratio for Railroads & Carllnes. mr 677-693 

Numerator = Taxable Wet Book Personal Property in Nebraska 
Includes Commercial & Industrial PP, Public Utilities' PP, & Air Carriers PP 
Exdudes any taxable persona/ property of railmads & private car lines 

Denominator = Market Value estlmate of Personal Property in Nebraska 
Includes Commercial, Industrial, and Agricultural Personal Property 
Excludes any commmial, indust&/, or agricultural business inventory 
Excludes any personal property of railmads & private car lioes 

I Nebraska's State Personal Property Ratio 2004 

j~ursuant to $77-693(1)(a) The ratio of the taxabte value of all commerical and industrial 
personal propetty in the state actually subjected to property tak divided by the market 
value of all commerical and industrial property. 

Pursuant to §774$3(1)(c) A similar ratio is determined for each railroad company and 
car Ins company. The company ratios will vary for each company & year to year 
depending on their respective net book personal property. 

Pursuant to $77-693(2) If the ratio of the railmad or car line personal property exceeds 
the ratio of comparable taxable commercial and industrial property 

I Railroads' State Total Taxable Personal Property 2004 

l~stimated Railroads' State Total Taxable Personal Properly with Ag PP exempt in ratio 

Estimated Reduction in Taxable Value for Railroad's 
@ 2003 state average tax rate for raitroad property (Annual Rpt pg. 92) 

Estimated impact taxes levied w/Ag-PP exempt for personal property ratio 

SAY 
The reduction in taxable value & taxes levied upon Car tine Companies is not readily 
measureable, but estiide the impact to be minimal. 

State PP Ratio PP Ratio with 

--5 

% change 
in ratio 

-12.73% 

% change in i 
raiImad's 

taxeble PP value 
-1 1.30% 

33,844,870 
0.95 

32 1,526 
School Aid 

$32 1,000 


