Property Tax Exemptions

Standards of Practice

Utah State Tax Commission

Property Tax Division
Rev. August 2017




Standard 2 — Property Tax Exemptions
Property Tax Division / Standards of Practice

Table of Contents

Section Il.1 1
General Information 1

Purpose 1
Scope 1

Burden of Proof 1

N

Determination of Exempt Status

Section IL.1I
Public Property

Standard 2.1 Records of Public Ownership

2.1.0 Records
2.1.1 Proportional Property Tax Payments
2.1.2 Contract Property

Standard 2.2 Federal Government

2.2.0 Constitutional Provisions

2.2.1 U.S. Postal Service

2.2.2 Internal Revenue Service

2.2.3 Small Business Administration (SBA)

2.2.4 Environmental Protection Agency and The Environmental
Financing Authority

2.2.5 Farm Credit Administration

2.2.6 Federal Deposit Insurance Corporation (FDIC)
2.2.7 Federal Home Loan Bank Board

2.2.8 Housing and Urban Development (HUD)

2.2.9 National Credit Union Administration

2.2.10 U.S. Department of Agriculture

2.2.11 U.S. Department of Treasury Federal Reserve Bank
2.2.12 Veterans Administration (VA)

2.2.13 American Red Cross

2.2.14 Railroad Property

2.2.15 Indian Property

A DWW W O OWWW W w W

(S22 BN &2 BN 62 ING) BN 62 BNO) BEE S S U S

Page i



Standard 2 — Property Tax Exemptions
Property Tax Division / Standards of Practice

2.2.16 Military Property 6
Standard 2.3 State Government 6
2.3.0 State Owned Property 6
2.3.1 Utah State Tax Commission (Commission) 6
2.3.2 Department of Natural Resources, State Lands Division 7
2.3.3 Utah State Retirement Fund Property 7
Standard 2.4 County, City, Political Subdivisions 7
2.4.0 Local Government Property 7
2.4.1 Housing Authority 7
2.4.2 Municipal Building Authority 8
2.4.3 Community Development and Renewal Agencies 8
2.4.4 Public Schools, Charter Schools and Libraries 8
Standard 2.5 Industrial Facilities Development 8
2.5.0 Industrial Facilities Development
Standard 2.6 Utah Public Transit District Act
2.6.0 Utah Public Transit Authority Act
Standard 2.7 Privilege Tax
2.7.0 Privilege Tax Defined
2.7.1 Privilege Tax Exemption 9
2.7.2 Equity Tax on State Lands 10
Section 111 11
Private Property 11
Standard 2.8 Agricultural and Irrigation Property 11
2.8.0 Livestock Exempt 11
2.8.1 Farm Machinery Exempt 11
2.8.2 Irrigation Water 11
2.8.3 Electrical Power 11
Standard 2.9 Cemeteries 12
2.9.0 Cemeteries 12
Standard 2.10 Registered Vehicles 12
2.10.0 Uniform Fee in Lieu 12

Page ii



Standard 2 — Property Tax Exemptions
Property Tax Division / Standards of Practice

2.10.1 Property Exempt From Uniform Fee 12
2.10.2 Uniform Fee on Aircraft 12
2.10.3 Public Safety Vehicles 13
2.10.4 Emergency Service Vehicles 13
2.10.5 Vehicles Owned by Members of the Armed Forces 13
2.10.6 Student Vehicles 13
Standard 2.11 Personal Property Owned by Military Personnel 14
2.11.0 Personal Property Owned by Military Personnel 14
2.11.1 Personal Property of Utah Residents Stationed in Utah 14

2.11.2 Personal Property of Utah Residents Stationed out of Utah 14
2.11.3 Personal Property of Non-Utah Residents Stationed in Utah 14

Standard 2.12 Active or Reserve Duty Armed Forces Exemption Eligibility

Requirements 14

2.12.0 Eligible Persons 14

2.12.1 Eligible Property 15

2.12.2 Amount of Exemption 15
Standard 2.13 Active or Reserve Duty Armed Forces Exemption Application

Process 15

2.13.0 Application Deadline 15

2.13.1 Required Information 15

2.13.2 Travel Voucher or Subvoucher (DD Form 1351-2) 16

2.13.3 Additional Evidence 16

2.13.4 Application Receipt Required 17

Standard 2.14 Primary Residential Exemption 17

2.14.0 Primary Residential Exemption 17

Standard 2.15 General Personal Property Exemptions 18

2.15.0 General Exemptions 18

2.15.1 Intangible Personal Property 19

2.15.2 Property Held for Sale 19

Standard 2.16 Consulate and Diplomatic Property Exemptions 20

Section ILIV 21

Non-Profit Use Exemptions 21

Standard 2.17 Non-Profit Entities: Religious, Charitable and Educational 21

Page iii



Standard 2 — Property Tax Exemptions
Property Tax Division / Standards of Practice

2.17.0 Religious, Charitable and Educational 21

2.17.1 Exclusive Use 21

2.17.2 Partial Exemption 21

2.17.3 Proportional Property Tax Payments 21

2.17.4 Initial Application 22

2.17.5 Charitable Purpose 22

2.17.6 Religious Purpose 23

2.17.7 Exemption for Related Use 23

2.17.8 Homes of Clergy 23

2.17.9 Land Held for Future Development 23

2.17.10 Educational Purpose 23

2.17.11 Board Decision 24

2.17.12 Appealing the Board’s Decision 24
Standard 2.18 Filing Annual Signed Statement 24
2.18.0 Annual Signed Statement 24
Standard 2.19 Non-Profit Exemption Records 25
2.19.0 Non-Profit Exemption Records 25
Appendix 2A 26
Payments in Lieu of Tax 26
Appendix 2B 30
Exemptions Chronology 30
Appendix 2C 31
Applicable Statutes and Administrative Rules 31
Appendix 2D 33
Nonprofit Hospital and Nursing Home 33
Charitable Property Tax Exemption Standards 33
Appendix 2E 37
Referenced Forms 37
Appendix 2F 38
Travel Voucher or Subvoucher 38

Page iv



Standard 2 — Property Tax Exemptions
Property Tax Division / Standards of Practice

Deployed Military Tax Exemption Verifying the Deployment Dates 40

Page v



Standard 2 — Property Tax Exemptions
Property Tax Division / Standards of Practice

Section Il.1
General Information

Purpose

These standards provide a reference to accepted procedures for the exemption of real and
personal property from property taxation. They are intended to assist county officials in the
successful administration of exemption procedures.

NOTE: Forms associated with these standards are listed in Appendix E — Referenced Forms
and can be found at the following location: http://propertytax.utah.gov/forms.

Scope

All questions of exemption cannot be addressed and answered here. These standards are to
serve as a ready reference to commonly encountered problems.

Articles 11l and XIlI of the Utah State Constitution specifically define the property to be exempted
and empower the state legislature to enact the necessary laws. This power ranges from
exempting the property of a person to exempting an entire class of property.

The assessor should begin with the premise that all property, both real and personal, is taxable.
The only exceptions to this premise are the specific exemptions provided by the U.S. and Utah
Constitutions and statutes. Three considerations determine whether a property may be exempt.

Property may be specifically exempted due to:
e ownership of the property,
e use of the property, and/or
e taxable situs of the property.
¢ Tangible personal property generating an inconsequential amount of revenue

Sometimes property that is exempt from property tax may be taxed by special methods such as
uniform fees or privilege taxes.

Two property tax exemptions types will not be discussed in these standards, but are included in
the Tax Relief and Abatement Standards of Practice. These are the blind exemption, based on
the physical disability of the applicant, and the veteran’s exemption, based on a combination of
physical disability and military service. Also, the tangible personal property generating an
inconseqguential amount of revenue exemption is included in the Personal Property Valuation
Standards of Practice.

Burden of Proof

It is the obligation of the party requesting the exemption to prove that the property meets
exemption requirements. Determination of exempt status requires signed statements on the
ownership and/or use of the property.
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Determination of Exempt Status

The county assessor is responsible for determining if the ownership of a certain property
permits a property tax exemption. Determinations made by the assessor may be appealed to
the county board of equalization.

The county board of equalization (BOE) determines the exempt status of properties owned by a
nonprofit organization and used for religious, charitable, or educational purposes. BOE
decisions may be appealed by the property owner or the assessor to the State Tax
Commission.

Page 2



Standard 2 — Property Tax Exemptions
Property Tax Division / Standards of Practice

Section ILII
Public Property

Standard 2.1  Records of Public Ownership
2.1.0 Records

The county assessor should develop a system to identify all public property and any changes in
ownership, use, or other factors affecting the exempt status of such properties.

Guideline

Each year the county assessor provides all public entities with a list of property owned and
requires them to report all acquisitions, dispositions, changes in use, and other relevant
information.

2.1.1 Proportional Property Tax Payments

When a government agency acquires private property after the lien date it must collect and pay
proportional property taxes from January 1st to the date of acquisition. (Section 59-2-1101) If
the purchase of private property is made pursuant to a uniform real estate contract, the
government is considered to have acquired all rights of ownership and the property is treated as
if owned in fee simple title.

If a property that is allowed a government exemption ceases to qualify for the exemption
because of a change in ownership, the new owner is to pay a proportional property tax based
on the period of time beginning on the day that the new owner acquired the property and ending
on the last day of the calendar year in which the property was acquired. Also, the new owner
and the previous owner of the property are required to report the acquisition of the property to
the county assessor within 30 days from the day that the new owner acquired the property.
[Section 59-2-1101(4)]

2.1.2 Contract Property

The owner of a property, which is under an installment contract or capitalized lease, is the
purchaser/lessee. See Standard 2.7 “Privilege Tax.”

Standard 2.2 Federal Government
2.2.0 Constitutional Provisions

All federal property is exempt from taxation, except those properties that the laws of the United
States allow to be taxed. Federal agencies are held accountable for taxes, penalties and
interest that accrued before the agency took title. (Article XlIl Utah State Constitution and
Section 59-2-1101)

2.2.1 U.S. Postal Service

Property owned by the U.S. Postal Service is exempt from taxation. It is considered an
independent branch of the federal government, and is therefore included under the supremacy
clause. (39 USC 201) Property leased or rented to the U.S. Postal Service is taxable. Post
Office property used in conjunction with a business for profit is taxable under the privilege tax
law.
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2.2.2 Internal Revenue Service

All administrative property of the IRS is exempt. Property seized by the Internal Revenue
Service, and then declared purchased by the United States or redeemed from foreclosure,
pursuant to Title 26, U.S. Code 6331, by the United States is exempt from property tax only
where such property is titled either in the name of the United States or the District Director of the
Internal Revenue Service.

2.2.3 Small Business Administration (SBA)

State and local taxes may not be levied against property, real or personal, acquired in the name
of the Small Business Administration in the liquidation of an SBA loan. However, such property
is not exempt from the liens for taxes assessed before the agency acquired title. (15 USC 646)

2.2.4 Environmental Protection Agency and The Environmental Financing
Authority

All real and tangible personal property of the Environmental Financing Authority shall be subject
to local taxation to the same extent as other such property is taxed. (33 USC 1281)

2.2.5 Farm Credit Administration

All property held for administrative use or in receivership under one of the following programs of
the Farm Credit Administration is subject to real and personal property taxation:

e Production Credit Association (12 USC 2098)
e Banks for Cooperatives (12 USC 2134)

¢ Administrative and receivership property of the following are subject to real property
taxation only:

o Federal Land Banks and Associations (12 USC 2055)

e Farm Credit Banks (12 USC 2023)

¢ Financial Assistance Corporation (12 USC 2278b-10)

e Farm Credit System Insurance Corporation (12 USC 2277a-12)
2.2.6 Federal Deposit Insurance Corporation (FDIC)

All real property held for administrative use or in receivership by the FDIC is subject to taxation.
(12 USC 1825)

2.2.7 Federal Home Loan Bank Board

All real property held for administrative use or in receivership under one of the following
programs of the Federal Home Loan Bank Board is subject to real property taxation:

o Federal Home Loan Bank (12 USC 1433)
o Federal Home Loan Mortgage Corporation (Freddie Mac) [12 USC 1452(e)]
e Resolution Trust Corporation [12 USC 1441a(g)]

2.2.8 Housing and Urban Development (HUD)

The Secretary of HUD may enter into an agreement to pay annual sums in lieu of taxes to any
state or local taxing authority for property owned by HUD. [42 USC 3535(1)(2)]
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All real property held for administrative use or in receivership under the following programs is
subject to taxation:

e Federal Housing Administration (FHA) (12 USC 1706b) Title | (12 USC 1714) Title II;
¢ Government National Mortgage Association (Ginne Mae) [12 USC 1723a (c-1)] Title IlI;
e Federal National Mortgage Association (Fannie Mae) [12 USC 1723a (c-2)];

e Armed Services Housing. Housing provided for servicemen off base will be taxed, as
would any private housing. [12 USC 1748h (b)]

2.2.9 National Credit Union Administration

All property held for administrative use or in receivership by Federal Credit Unions and the
Federal Credit Union Share Insurance Fund is subject to taxation. (12 USC 1768)

2.2.10 U.S. Department of Agriculture

o Federal Crop Insurance Corporation. All property of the Federal Crop Insurance
Corporation is exempt from all taxation. (7 USC 1513)

e Farmers Home Administration. All property is subject to taxation except that used for
administrative purposes of the FHA. (42 USC 490h)

e Farm Security Administration. Farmers Home Administration is the successor to the
Farm Security Administration and the same procedures apply.

¢ The Commodity Credit Corporation of the Agriculture Stabilization Conservation Service.
All property held for administrative use or in receivership by the CCC is subject to
taxation. (15 USC 713a-5)

2.2.11 U.S. Department of Treasury Federal Reserve Bank
All real property owned by the Federal Reserve Bank is taxable. (12 USC 531)
2.2.12 Veterans Administration (VA)

A private residence of a veteran is taxable but may be eligible for an exemption or abatement.
When the VA takes into receivership by title any real, personal, or mixed property, the VA is
held liable for all back and current taxes. [38 USC 1820(5)(6)]

2.2.13 American Red Cross

The American Red Cross is an instrumentality of the United States and therefore, all its property
is tax exempt. Local Red Cross chapters are not required to apply for exemption based on use
for religious, charitable, or educational purposes. [Department of Employment v. U.S. (87 SCt
464), 1966 and U.S. v. City of Spokane (734 FSupp 919), 1989]

2.2.14 Railroad Property

Lands granted by Congress to any railroad corporation are not exempt from taxation by states,
territories and municipal corporations because of a lien by the United States for costs of
surveying, selecting, and conveyance or because a patent has not been issued. (43 USC 882)

2.2.15 Indian Property

The United States Supreme Court has ruled that property owned by Indians who are registered
with their tribe and living on their reservation is not subject to state taxes, unless the state has
acquired the authority to tax pursuant to an act of Congress.
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This property is under the absolute jurisdiction and control of the Congress of the United States.
The State of Utah has not acquired such jurisdiction; therefore, none of the on-reservation
property of a registered member of the tribe living on the reservation is subject to state or local
taxation. Off-reservation property is generally subject to state taxation. (Utah State Constitution
Article IIl, Utah Attorney General Opinion No. 84-79)

e There may be some instances where the United States holds off-reservation real
property in trust for the benefit of an individual Indian or has subjected his or her off-
reservation real property to restrictions against alienation. In such a case, the property
and improvements thereon are tax exempt.

o Off-reservation property purchased with income from tax-exempt real property is subject
to state taxation unless Congress has specifically exempted the purchased property
from taxation.

e The property of reservation Indians residing on another tribe’s reservation is subject to
state taxation. (Utah Attorney General Opinion No. 84-79)

e Ute Indians, Uintah and Ouray Reservation. All property owned by mixed blood
members of the tribe shall be subject to taxation. (25 USC 677p)

¢ Paiute Indians of Utah. Real property taken by the Secretary and held in trust as Indian
reservation land is exempt. (25 USC 766)

o Fee Simple Title. Real property on a reservation that is acquired and held in fee simple
title by an Indian or tribe through the General Allotment Act of 1887 (25 USC 331, et.
seq.) is taxable. [County of Yakima v. Yakima Indian Nation (112 SCt 683) 1992]

o Note: When Congress passed the Indian Reorganization Act of 1934 (25 USC 461), it
effectively stopped the allotments and allowed the Secretary of the Interior to reacquire
reservation and off-reservation lands on behalf of the Indians. These lands are exempt.

¢ Rights-of-Way. Companies who obtain rights-of-way in the nature of easements, for the
construction, operation and maintenance of telephone and telegraph lines, their offices,
and pipelines through any lands held by an Indian tribe, shall be taxed as provided by
laws of the state, territory, or municipality. If no taxes are paid, the company will pay the
Secretary of the Interior a tax no more than $5.00 per ten miles of line. [(25 USC 319)
and (25 USC 321)]

2.2.16 Military Property

Any property of the United States authorized by an Act of Congress used for military purposes is
exempt from property taxes. Property used for military purposes includes needful buildings such
as military housing. [(63-8-1) and (UAGO 76-001)]

Standard 2.3  State Government

2.3.0 State Owned Property

Property of the state government is exempt from taxation except as identified in the Utah State
Constitution, Article XIll Section 3 and Section 59-2-1101.

2.3.1 Utah State Tax Commission (Commission)

Property seized by the Commission is exempt from taxation only when declared purchased by
the state of Utah by title. Any pre-existing liens, including property taxes, must be paid in full.
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2.3.2 Department of Natural Resources, State Lands Division

Lands held or occupied by any person under a contract of sale or lease from the state are
exempt from taxation when the state holds title to the lands. (Section 59-2-1103) “This section
does not exempt the taxation of:

¢ Improvements on state lands (Section 59-2-1103).

e Any private interest in state lands to the extent of the equity, regardless of whether an
extension of payment was granted prior to the levying of this tax (Section 59-2-1103).

e Land subject to the privilege tax under Section 59-4-101.” (Section 59-2-1103)
Example 1

Private residences or any improvements of a commercial enterprise, such as a ski resort, that
are not owned by the state are subject to property tax when located on state lands.

Example 2

Any land, which is being purchased by a non-exempt owner, is subject to property tax on the
purchase price of the property (owner equity), as well as a privilege tax on the amount of the
purchase price which remains outstanding. In other words, the entire property is subject to
taxation. An owner defaulting on the contract is still responsible for the taxes when due even
though the state may have granted a payment extension.

Example 3

State lands used by a for-profit business, such as a boat marina, may be subject to privilege tax.
(See Standard 2.7, “Privilege Tax”)

2.3.3 Utah State Retirement Fund Property

The Utah State Retirement Office is an independent state agency and all administrative
properties are exempt. (Section 49-11-201). Property acquired by the Utah State Retirement
Fund for investment purposes is also exempt. [Utah State Retirement v. Salt Lake County (780
P2d 813]

Standard 2.4  County, City, Political Subdivisions
2.4.0 Local Government Property

The property of counties, cities, towns, special districts, and all other political subdivisions of the
state are exempt. (Section 59-2-1101)

The Legislature may provide that property located outside geographic boundaries of political
subdivisions, as defined by law, may be subject to property tax. (Utah State Constitution Article
XIll, Section 3).

2.4.1 Housing Authority

A housing authority is a federally funded quasi-governmental program, providing rent subsidies
and affordable housing to lower income individuals and families. Property and funds of an
authority are “public property used for essential public, governmental, and charitable purposes.
The property and authority are exempt from all taxes and special assessments of any public
body. This tax exemption does not apply to any portion of a project used for a profit-making
enterprise. In taxing these portions, appropriate allowance shall be made for any expenditure by
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an authority for utilities or other public services it provides to serve the property. “(Section 9-4-
616)

Federal and state statutes allow housing authorities the option of paying a fee in lieu of taxes.
(Sections 9-4-616 and 628) The fee amount is negotiated between the authority and the taxing
entities, and may equal the amount the authority would have paid, had it not been tax exempt. A
taxing entity may choose to refund all or a portion of the fee back to the housing authority in
order to help maintain the low-rent character of public housing projects.

2.4.2 Municipal Building Authority

“All property owned, held, or acquired by a building authority and all rentals becoming due under
leasing contracts . . . shall be exempt from all taxation...” (Section 17A-3-913)

2.4.3 Community Development and Renewal Agencies

CDRA property acquired or held for purposes of the Community Development and Renewal
Agencies Act is exempt from property tax as well as all other taxes of a public entity. However,
this exemption does not apply to property that the agency leases to a lessee not entitled to a tax
exemption with respect to the property. (Section 17C-1-301)

All CDRA property, including funds the agency owns or holds, is exempt from levy and
execution sale, and no execution or judicial process may issue against agency property. A
judgment against an agency may not be a charge or lien upon agency property. A judgment
against the community that created the agency may not be a charge or lien upon agency
property. Also, a judgment against an agency may not be a charge or lien upon the property of
the community creating the agency. (Section 17C-1-302)

2.4.4 Public Schools, Charter Schools and Libraries

Property of school districts, charter schools and public libraries is exempt from taxation. (Section
59-2-1101 and Article XIII Section 3) A charter school under Title 53A, Chapter 1a, Part 5 of the
Utah Charter School Act is to be treated like a school district for purposes of a property tax
exemption. Charter schools are exempt from property tax. (Section 59-2-1101)

Example

A house owned by a public school as a result of construction by students in industrial arts
classes is exempt until it is sold.

Standard 2.5 Industrial Facilities Development

2.5.0 Industrial Facilities Development

All property held by a county or municipality for industrial facilities development is considered
public property used for essential public and governmental purposes and therefore exempt from
property taxation. This exemption does not extend to other property used in connection with any
project that is owned by any private person, association, or business entity. (Section 11-17-10)
Standard 2.6  Utah Public Transit District Act

2.6.0 Utah Public Transit Authority Act

Property acquired and titled in the transit district’s corporate name is exempt from property
taxes. [(Section 17A-2-1055) and Salt Lake County v. Tax Commission (780 P2d 1231)]
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Standard 2.7  Privilege Tax
2.7.0 Privilege Tax Defined

Privilege tax is a tax which is imposed on the possession or use of any real or personal property
which for any reason is exempt from taxation, if that property is used in connection with a
business conducted for profit. Exempt organizations that lease property to a for-profit
organization are subject to this tax. (Section 59-4-101)

“The tax imposed is the same amount that the ad valorem property tax would be if the
possessor or user were the owner of the property. The amount of any payments which are
made in lieu of taxes is credited against the tax imposed on the beneficial use of property
owned by the federal government.” (Section 59-4-101) (See Appendix 2A)

A tax imposed under this chapter is assessed to the possessors or users of the property on the
same forms, and collected and distributed at the same time and in the same manner as taxes
assessed owners, possessors, or other claimants of property, which is subject to ad valorem
property taxation. The tax is not a lien against the property and no tax-exempt property may be
attached, encumbered, sold, or otherwise affected for collection of the tax.

Note: County assessors should develop systems to identify and monitor properties that are
subject to privilege tax.

2.7.1 Privilege Tax Exemption
No privilege tax is imposed on:

e The use of property which is a concession in, or relative to, the use of a public airport,
park, fairground, or similar property which is available as a matter of right to be used by
the general public. (Section 59-4-101).

Example: The city land at the airport is leased to a private company but exempt from privilege
tax. Improvements that were constructed, maintained, depreciated from income taxes, and used
by a for profit business but not rented from the city, are considered privately owned and
assessed a property tax. This applies even when the land lease provides that the title to the
improvements vests in the city at the end of the lease. [Interwest Aviation v. County Board of
Equalization of Salt Lake County (743 P2d 1222)]

e The use or possession of property by a religious, educational, or charitable organization;
(Section 59-4-101)

e The use or possession of property if the revenue generated by the possessor or user of
the property through its possession or use of the property inures only to the benefit of a
religious, educational, or charitable organization and not to the benefit of any other
person; (Section 59-4-101)

e The possession or other beneficial use of public land occupied under the terms of an
agriculture lease or permit issued by the United States or this state; (Section 59-4-101)

e Guideline: A land lease shall be determined to be an agricultural lease if the leased land
is actively used for the production of forage, crops or livestock.

e The use or possession of any lease, permit, or easement on state lands unless it entitles
the lessee or permitted to exclusive possession of the premises . .. Every lessee,
permittee, or other holder of a right to remove or extract the mineral . . . except from
brines of the Great Salt Lake, is considered to be in possession of the premises,
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notwithstanding the fact that other parties may have a similar right to remove or extract
another mineral from the same lands or estates. (Section 59-4-101)

e The property that qualifies for the inventory exemption specified in Section 59-2-1114.

2.7.2 Equity Tax on State Lands

Effective 1/1/97, state land purchases are subject to privilege tax on the amount of the purchase
price which remains outstanding after subtracting amounts paid for those lands under a contract
of sale, as well as property tax on amounts paid on the purchase price of the property (owner’'s
equity). Prior to 1/1/97, taxpayers purchasing land from the state were only liable for property
tax on the owner’s equity. (Section 59-2-1103 and Section 59-4-101).
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Section ILIII
Private Property

Standard 2.8  Agricultural and Irrigation Property
2.8.0 Livestock Exempt

“Livestock in Utah, as defined in Section 59-2-102, under the definition of “Personal Property” is
exempt from ad valorem property taxation.” (Section 59-2-1112)

2.8.1 Farm Machinery Exempt

Farm machinery and equipment as defined in Section 59-2-102, is exempt from ad valorem
property taxation. Section 59-2-1101 and Utah State Constitution (Article XlII Section 3)

e Machinery and equipment used in the production of agriculture is exempt but is not
exempt if used in the processing of agricultural products. The county assessor may audit
the use of the equipment.

Example: In Moroni Feed Company v. County Board of Equalization of Sanpete County (UTC
Appeal No. 87-1633), the Commission found that the cooperative’s hatchery equipment is used
in the production phase of agriculture and is therefore exempt. The mill, which is used for mixing
grain to be sold as feed, is used in the processing phase and is taxable.

e Leased farm machinery and equipment may qualify for exemption. The use of the
machinery and equipment, whether by the owner or the lessee, shall determine the
exemption. Farm machinery and equipment used primarily for agricultural production or
harvesting is exempt. Machinery and equipment used for value-added processing of
agricultural products or other non-production activities are not exempt.

2.8.2 Irrigation Water

Irrigation property is exempt if it is 1) owned and used by an individual or corporation to irrigate
its own land within the state, 2) owned by a non-profit entity and used within the state to irrigate
land, provide domestic (culinary) water or provide water to a public water supplier, or 3) owned
by a government entity, such as a city, town or special service district.

Irrigation property includes water rights, ditches, canals, reservoirs, power plants, pumping
plants, transmission lines, pipes, and flumes as well as the land under a reservoir, ditch, canal
or pipe and the land immediately adjacent to those structures if it is reasonably necessary for
the maintenance or for otherwise supporting the operation of the structure.

If owned by a non-profit entity, any other property whose use is physically necessary in the
production, treatment, storage, or distribution of water is exempt. [Utah Constitution Section
3(1); Utah Code Section 59-2-1111]

Any property in excess of that mentioned above is taxable.

2.8.3 Electrical Power

“Power plants, power transmission lines, and other property used for generating and delivering
electrical power, a portion of which is used for furnishing power for pumping water for irrigation
purposes on lands in this state, are exempt from taxation, subject to the conditions of this
section.” (Section 59-2-1110 and Utah State Constitution, Article XIII Section 3). The
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Commission determines the amount of exemption based on kilowatt-hours used for irrigation
purposes.

Standard 2.9 Cemeteries

2.9.0 Cemeteries

“Places of burial not held or used for private or corporate benefit” are exempt from taxation.
(Section 59-2-1101 (3)(e) and Utah State Constitution, Article Xl Section 3)

The county assessor should develop a system to determine the value of the remaining unsold
land held in possession for private or corporate benefit. An annual statement should be sent
from the assessor’s office for verification of properties sold as of January 1.

Standard 2.10 Registered Vehicles

2.10.0 Uniform Fee in Lieu

Motor vehicles, watercraft, recreational vehicles, and all other tangible personal property
required to be registered with the state are exempt from ad valorem taxation and are subject to
a statewide uniform fee. Motor vehicles weighing 12,000 Ibs. or less are subject to an aged
based uniform fee. (Section 59-2-405)

Age of Vehicle Uniform Fee
12 or more years $10

9 or more years but less than 12 years $50

6 or more years but less than 9 years $80

3 or more years but less than 6 years $110

Less than 3 years $150

Watercraft, recreational vehicles and other tangible personal property are subject to a uniform
fee. Refer to Uniform Fees on Registered Motor Vehicles and Aircraft Standards of Practice for
further information.

2.10.1 Property Exempt From Uniform Fee

The following personal property is exempt from the statewide uniform fee: vintage vehicles;
state assessed commercial vehicles th