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December 1, 2022

Re: Report required by SB 567/Ch. 643, 2022 (MSAR # 14320)

Dear Chair Guzzone and Chair Atterbeary:

SB 567/Ch. 643 of 2022 requires the Department of Agriculture (MDA) and the State
Department of Assessments and Taxation (SDAT) to jointly conduct a study of the assessment of
agricultural accessory use improvements.

SDAT would like to thank MDA for assisting with bringing stakeholders to the table and
assisting with facilitating the study group meetings.

In conducting the study, the departments were required to consult with (1) local governments; (2)
nonprofit associations that represent agricultural interests, alcohol manufacturers, and equine
interests; and (3) other relevant stakeholders.

The study was to examine (1) whether agricultural accessory use improvements should be
assessed using a different methodology from improvements located on nonagricultural land; (2)
if a different methodology for assessing agricultural accessory use improvements is
recommended, the proper method for assessing agricultural accessory use improvements; and (3)
how other states assess agricultural accessory use improvements.

http://www.dat.maryland.gov


Enclosed is the requested report. Please feel free to follow up with me or other members of my
team should you require additional information.

Sincerely,

Michael Higgs
Director



Consulting Parties

Brewers Association of Maryland

Maryland Distillers Guild

Maryland Wineries Association

Delmarva Chicken Association

Maryland Farm Bureau

Maryland Horse Council

Montgomery County Office of Agricultural Services

St. Mary’s County Agriculture, Seafood & Forestry Advisory Board

Documents submitted to the legislature for Senate Bill 567 and House Bill 1282 were also
reviewed for consideration. These documents were submitted by the following parties:

● Maryland State Department of Assessments and Taxation
● Rural Maryland Council
● Maryland Farm Bureau
● Maryland Municipal League
● Maryland Association of Counties
● Matt Bohle, Rifkin Weiner Livingston LLC, On behalf of

○ Brewers Association of Maryland
○ Maryland Distillers Guild
○ Maryland Wineries Association

Background

All real property is currently valued by the Maryland State Department of Assessments and
Taxation (SDAT) as set forth in the Maryland Tax Property Article § 8–102.

    ”(a)    Except as provided in subsection (b) of this section, the value of real property shall be
its value on the date of finality.

    (b)    The value of the land described in §§ 8-209 through 8-217 and 8-220 through 8-225 of
this title shall be its use value on the date of finality as described in those sections.”

Value as stated in Tax Property Article § 8–102 (a) is defined in Tax Property Article § 1–101

    ”(qq)    “Value” means the full cash value of property.”



All improvements situated on a parcel of land are valued at their full cash value based upon the
actual building construction type, quality, and features included in the building which is used to
determine the contributory added value to the property regardless of the land use. This process
has been used for all property, including agricultural property, since the Maryland State
Department of Assessments and Taxation (SDAT) assumed the assessment of properties from the
county governments in 1974.

SDAT has assessed improvements in the same manner throughout this 48-year period by valuing
those improvements based on the construction type, quality, size, and features, including siding
materials, roof types, electrical systems, plumbing systems, heating and cooling systems,
porches, garages, and other features present in each structure. This methodology is applied to
improvements located on all classes of property to meet the uniformity provisions of state law.

SDAT relies on the issuance of building permits to know when improvements are built.
Maryland Tax Property § 5-103 requires each jurisdiction to immediately submit a copy of
building permits to SDAT. However, some jurisdictions do not require building permits for
buildings on agricultural property. Therefore, buildings constructed on agricultural property are
not always assessed in a timely fashion, leading to a lag in time before a revised assessment is
known to the property owner.

Senate Bill 567 and House Bill 1282, as introduced, included the following language.

(3) an improvement located on land that qualifies for agricultural use assessment under this
section shall be assessed as agricultural property if the improvement is used for:
(I) the manufacture, packaging, storage, promotion, or sale of a value–added agricultural
product, including a dairy product, that is derived from ingredients produced on the agricultural
land or any associated agricultural land;
(II) agricultural alcohol production, as
defined in § 4–214(a) of the land use article; or
(II) agritourism, as defined in § 4–212 of
the land use article.

Maryland Land Use Article § 4–214(b)
“A local jurisdiction may adopt the definition of “agricultural alcohol production” as defined in
this section by local ordinance, resolution, law, or rule.”

Maryland Land Use Article § 4–212(b)
“A local jurisdiction may adopt the definition of “agritourism” as defined in this section by local
ordinance, resolution, law, or rule.”

It should be noted that the adoption of the definitions in Senate Bill 567 and House Bill 1282
item (II) and item (III) is optional and is not mandated upon each jurisdiction. Therefore these
definitions should not be mandated for use in the statewide assessment process as they may not
have been adopted by all jurisdictions.



Considerations

Public meetings were held utilizing Zoom for public input on September 8, 2022, and October
25, 2022.

Representatives of the Brewers Association of Maryland, Delmarva Chicken Association ,
Maryland Distillers Guild, Maryland Farm Bureau, Maryland Horse Council, Maryland Wineries
Association, and the Montgomery County Office of Agricultural Services have requested that
SDAT adopt the Legislative Session 2022 Senate Bill 567 Third Reader version methodology for
assessing agricultural accessory use improvements. Such a change would carry a significant
fiscal impact to state and local revenues.  Based on the suggested alternate methodology, SDAT
would be required to reinspect and revalue around 234,000 property accounts located on parcels
that have agricultural assessed land. These parcels would be located in all assessment groups.

SDAT estimates that county tax revenue loss could be upwards of $76,000,000 and state revenue
loss could reach $9,000,000 with the potential of additional losses, once it is determined if
facilities such as grain mills, food processing plants, and cannabis processing plants qualify for
agricultural use assessments of the land and buildings under the law.

Note: the 2022 Senate Bill 567 Third Reader version was Emergency Legislation. This short time
frame would have prevented SDAT from completing that year’s assessments.

Oral testimony provided by property owner’s representatives indicated a desire for lower taxes
and an assumption that applying any different methodology should result in lower assessments.
If a different methodology is adopted for agricultural accessory use improvements the result
would likely be to reduce the assessment of these properties. 

However, reducing the assessment on agricultural alcohol production facilities, agritourism
facilities, equine activity facilities, and facilities that are related to the manufacture, packaging,
promotion, or sales of agricultural products may shift the burden from agricultural property
owners to other property owners.

SDAT contracted the University of Maryland Agricultural Law Education Initiative (ALEI) to
compile a summary of laws in all other states regarding the methodology of the assessment of
agricultural accessory use improvements. Sarah Everhart, Managing Director, ALEI, UMB,
UMCSL submitted the findings to SDAT. A summary of the laws in other states as reported by
ALEI is incorporated as part of this report as Appendix A. A review of the reported laws
indicates most states do not have statutes regarding the assessment methodology of agricultural
improvements or agricultural accessory use improvements. A review of the laws of states
surrounding Maryland indicated there are no laws granting another methodology for the
assessment of agricultural accessory use improvements. Therefore the same methodology is
applied for the assessment of improvements on all types of property in those states which is
consistent with the approach utilized in Maryland.



Maryland Tax Property Article §8–209.
    “(a)    The General Assembly declares that it is in the general public interest of the State to
foster and encourage farming activities to:
        (1)    maintain a readily available source of food and dairy products close to the
metropolitan areas of the State;
        (2)    encourage the preservation of open space as an amenity necessary for human welfare
and happiness; and
        (3)    prevent the forced conversion of open space land to more intensive uses because of the
economic pressures caused by the assessment of the land at rates or levels incompatible with its
practical use for farming.”

Improvements utilized for added value activities, including agricultural alcohol production
facilities, agritourism facilities, wedding facilities, and facilities that are related to the
manufacture, packaging, promotion, or sales of agricultural products also add value to the
property. These improvements are currently assessed as added value to the full cash value of the
property.

The position of the Maryland Municipal League, written testimony to House Bill 1282, March 1,
2022:

“The Maryland Municipal League opposes HB 1282 which seeks to assess commercial
improvements on agriculturally zoned land differently than everywhere else in the State.

While Maryland cities and towns are proud to support and help market agrotourism and other
value-added farm business models, we believe this bill goes well beyond the mom-and-pop
farmstand and into a growing set of new commercial activities. It presents a tax-fairness issue
that would create an imbalance as they compete with other businesses within our jurisdictions.

With a substantial business model change, it makes sense that the owners’ tax liability may
change as well. It is also quite natural that this government evaluation would experience some
lag as it happened in response to an emerging new use and the fact that SDAT has a rotating
assessment schedule.

HB 1282 seeks to redefine certain commercial improvements for the purpose of providing a
special tax privilege. Therefore, the League respectfully requests that this committee provide HB
1282 with an unfavorable report.”

Recommendations

(1) Whether agricultural accessory use improvements should be assessed
using a different methodology from improvements located on nonagricultural land.

It is SDAT's belief that agricultural accessory use improvements should not be assessed using a
different methodology from improvements located on nonagricultural land. As the attached
report from the University of Maryland has indicated, SDAT is following a methodology that is
similar to most other states.



 
(2) If a different methodology for assessing agricultural accessory use improvements is
recommended, the proper method for assessing agricultural accessory use improvements

Property tax exemptions are largely controlled at the local level, given that the county and local
governments receive the largest apportionment of that revenue. To remain consistent across
property types, SDAT  recommends that this remain a local self-determination topic for local
governments.

For example, Frederick County currently grants a property tax credit to offset the assessment of
agricultural use improvements for agricultural property that has been placed in a conservation
easement. A jurisdiction that desires to provide such relief for agricultural accessory use
improvements should choose to do so based on their own self-determination and governance.
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