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Property taxes in Alabama are value driven.  The market value is defined as the most probable price which a property should bring in a competitive and open market under all conditions requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably, and assuming the price is not affected by undue stimulus.

The three value characteristics of land are desirability, utility (improvements) and scarcity

The following trends affect property values:  physical, economic, governmental and social.

There are three approaches to property valuation for taxation purposes:

1.  Cost Approach (most common) - Based on the principle of substitution – a rational, informed buyer would pay no more for a property than the cost of building an acceptable substitute with like improvements and adding the estimated land value.

2.  Income Approach (commercial) - Based on the concept that current value is the present worth of future benefits to be derived through income production by an asset over the remainder of its economic life.  

3.  Sales Comparison Approach (rural/agricultural) - Based on comparison of sales of like properties in market area.  
Rural land is defined as sparsely populated, remote areas and rural land ownership is usually in large acreage tracts.  Principal uses are agricultural, mineral and recreational.  It is valued largely in proportion to the abundance of nature’s yields or its natural scenic beauty.  Location is important, especially in respect to markets.

The majority of rural property in Alabama is valued using current use.  According to the Code of Alabama, current use is the value of eligible taxable property based on the use being made of that property for agricultural purposes and the accepted minimum acreage is five acres.

The three classes of current use are Row Crop, Pasture and Timber.  Each class is divided into one of 10 soil groups with an agricultural productivity rating from good in soil group 1 to nonproductive in soil group 10.

The current use standard value for property is determined by the Alabama Department of Revenue utilizing a formula based on soil type, crop yield, and income flow as well as average interest rates charged by the Federal Land Bank.

The current use values are provided to the local taxing official and the assessment rate of 10 percent is applied to determine the assessed value.  The assessed value is then multiplied by the local millage rate to determine the amount of property taxes due.

Crop and Pastureland (2003 Tax Year)

High Value of $532/acre x 10% = $60 Assessed Value x 35 mils (state average) = $2.10/acre taxes

Low Value of $110/acre x 10% = $20 Assessed Value x 35 mils
(state average) = .70 per acre taxes

   Timberland (2003 Tax Year)


High Value of $585/acre x 10% = $60 Assessed Value x 35 mils (state average) = $2.10/acre taxes


Low Value of $254/acre x 10% = $20 Assessed Value x 35 mils


(state average) = .70 per acre taxes

The average tax on current use property in Alabama is 1.25 per acre. Notwithstanding political, governmental, or even emotional attitudes towards land values and taxes, the bottom line is property taxes should have minimum impact on rural land values in Alabama at this time.
