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Local Property Tax Impacts of
Large-Scale Wind and Solar Projects

This state-specific series explores
one key question: How do property
taxes from large-scale wind
and solar projects impact local
government budgets?

Renewable energy projects
can boost rural economies and
fund community priorities, but
assessing their tax impacts is
often difficult. This series aims to
provide stakeholders with clear,
detailed, and accurate information.

This material is for informational
purposes only and is not intended
as legal advice.

Rikki Goldman and Matthew Appel, advised by Sarah Mills and Hayley Sakwa
Center for EmPowering Communities, University of Michigan

Renewable energy projects are expanding nationwide as governments and
industries respond to climate change and advancing technology. This growth is
expected to continue for projects of all sizes, especially utility-scale developments
that power thousands of homes by feeding electricity directly to the grid. Spanning
thousands of acres, these large projects are most often built in rural places and
frequently on agricultural land.

Like other properties, these projects pay taxes to local government units, including
towns, schools, libraries, and others. Energy property taxes are usually much
higher than farmland taxes, though the size of the difference depends on state
tax laws. Large-scale wind and solar projects are typically taxed in one of two
ways: ad valorem (based on land and equipment value, taxed at local rates) or as
a Paymentin Lieu of Taxes or PILOT (often a flat rate tied to the project’s electricity
production capacity).

State policymakers determine which tax system applies and how it is implemented,
balancing the trade-offs between lower taxes to attract developers and higher
taxes to benefit host communities. These policies—from the broad structures
to the tiny details—shape the size and distribution of tax payments over a
project’s 20- to 40-year lifespan. Sometimes units like counties and schools
may be affected differently, and some local residents may benefit more than
others. Policymakers must also plan for decommissioning to prevent “boom/bust”
revenue cycles that can occur when major taxpayers enter and exit. With many
of these policies newly established, state and local officials are still learning their
applications and impacts.
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Overview: Wind and Solar Property Taxes in Nebraska

Local governments, school districts, and other local taxing units (like natural resource districts and fire districts)
in Nebraska receive revenues from wind and solar facilities through two categories:

e Nameplate capacity taxes are calculated by multiplying a facility’s rated power generation capacity (i.e.,
its nameplate capacity), measured in megawatts (MW), times $3,518. This is distributed to all units in
the tax district, based on their proportional share of the tax rate.

e Real property taxes: Wind and solar projects continue to pay property taxes on the underlying land,
called real property.? For renewable energy facilities, real property also includes foundations, access roads,
fences, and the value of leases with landowners.? In Nebraska, all real property is taxed according to the
value it would be sold at in the real estate market. There is some dispute about whether to classify the
land under renewable energy projects as agricultural land or commercial property. If the land is classified
as agricultural land, there would be no change to the real property taxes paid when a renewable energy
project is built. If the land is reclassified as commercial property, there would be a small increase in real
property taxes paid, because agricultural land is valued for tax purposes at 75% of its market value.

Example: 100 MW Solar Project in Saunders County, Nebraska

A 700-acre, 100 MW solar project anywhere in Nebraska would generate approximately $352,000 annually
in nameplate capacity tax revenue. Additionally, when the land is converted, its real property value would be
assessed at 100% of its market value rather than 75%. Assuming no change in the market value, this would
result in a 33% net increase in real property taxes to all local units.

Table 1. Year 1 Net Impact and Distribution for 100 MW Solar Project in Saunders County, Nebraska

Jurisdiction Tax Rates Electric Generation Tax | Previous Farmland Taxes
Saunders County $55,000 $2,000 $57,000
Yutan School District $226.000 $7.000 $233,000
(non-bond)

Yutan School District 511,000 $500 511,500
(bond)

Yutan Fire Department $15,000 $500 $15,500
Union Township $13,000 $500 $13,500
Speua! Districts $32.000 51,000 $33,000
(Combined)

Total Taxing District $352,000 $11,300 $363,500
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Property tax law looks different in every
state. Though states often use shared
language, sometimes terms are used
differently in different places. These shared
terms are defined below according to
Nebraska’s tax system.

Property Tax 101

¢ Ad valorem: A tax based on the value of the
item being taxed.

¢ Assessed value: The value of a property set
by a government for the purpose of taxation.

¢ Levy: The total amount of property tax
revenue that a taxing authority is authorized
to collect in a given year.

¢ Market value: The price at which a property
is most likely to be sold in the current real
estate market.

¢ Nameplate capacity: Maximum amount of
electricity in megawatts (MW) that a solar
or wind farm could produce under perfect
conditions. Sometimes called production
capacity or installed capacity.

¢ Payment in Lieu of Taxes (PILOT):
Payments made instead of traditional
property taxes, in which eligible property
owners pay an annual fee to local units
based on state law and local agreements.

¢ Personal property: Moveable items, not
permanently affixed to or part of the real
estate.

¢ Real property: Land and permanent
improvements to land, such as buildings.

¢ Taxing district: A geographic area with a
distinct set of overlapping taxing units. The
total taxing district rate is determined by
adding each of overlapping units’ tax rates.

¢ Tax rate: A percentage at which a property
owner is taxed on the value of their property.

¢ Taxing unit: Any government unit
that imposes property taxes, such as
counties, towns, school districts, and
special districts.

Adapted from Lincoln Institute of Land
Policy Property Tax Glossary.

Nebraska: Key Concepts

¢ Educational service units (ESUs): Political subdivisions

that provide resources and support for school districts
within their area of service.*

Equalization aid: A form of state funding that helps
address disparities in school districts’ budgets. Delivered
to jurisdictions where local property taxes are insufficient
to meet the average per-pupil costs for school districts of
a similar size, plus additional allowances for transportation
and special services.®

Special valuation: A method of valuing farmland for tax
purposes that qualifies for the greenbelt program. The
program limits property values on agricultural land that
surrounds metropolitan areas with high real estate values,
enabling farmers to pay taxes on a lower property value
than on typical market rates.
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Deeper Dive: Nebraska Property Tax Assessment Guidelines

Nameplate Capacity Taxes in Nebraska

The nameplate capacity tax, based on the maximum amount of electric power that a generator could produce
under perfect conditions,® replaced all personal property taxes for renewable energy facilities beginning in
2010.7 In contrast to both real property and personal property taxes, the nameplate capacity tax is not an
ad valorem tax because it is not based on assessed value. Instead, it is calculated by multiplying a facility’s
nameplate capacity in megawatts (MW) by $3,518.8 ° This per-megawatt rate was set by state law and
does not change each year.1° For the first year of production on a facility site, Nebraska law states that the
calculation must prorate for the days the facility has been in operation for that year.!’ Nameplate capacity
taxes are distributed in the same proportion as tax rates in the taxing district.*?

Renewable Energy Real Property

In addition to the nameplate capacity tax, wind and solar projects are responsible for paying taxes on the real
property, or underlying land. While agricultural land receives a 25% reduction in its assessment value, land
used for other purposes is assessed as 100% of its market value. Though there are contradicting statutes
regarding how to classify the underlying land of wind and solar projects, in September 2024, the Department
of Revenue directed counties to assess the land at 100% of market value.'?

Agricultural Real Property

Agricultural and horticultural property is assessed according to its market value—the price the land is likely
to be sold at on the market, regardless of its use — unless it qualifies for special valuation under the ‘greenbelt’
program.'* Special valuation is designed to limit property tax liability for farmland surrounding urban and
metropolitan areas, since the market value for land in these areas is often high due to housing and commercial
development. The use of the greenbelt program is location dependent: many Nebraska counties do not use it
at all, while others use it almost exclusively.'® Special valuation assesses the farmland according to its market
value if it were to continue to be used primarily for agricultural or horticultural purposes (often called a use-
value assessment). Property owners must file an application with their county assessor to qualify.'®

In both cases, agricultural land is assessed statewide at 75% of its market value or special valuation.” For
school bonds, agricultural land is assessed at 50%.'8

Assessed Value = Market or Special Value x 75%

Other Considerations

Property Tax Credits for Wind and Solar: Wind and solar facilities are eligible for the Real Property Tax
Credit and the School District Property Tax Relief Credit (SDPTRC).'® However, these credits do not affect tax
revenues for local taxing units because they are fully funded by the state, which effectively reimburses each
unit for all credits issued.?®

Wind and Solar Facilities Run by Public Power Districts: Public entities are not responsible for real property
taxes or nameplate capacity taxes.?! 222324 Instead, these public entities make fixed-rate payments in lieu
of taxes.?> Even though Nebraska is the only state where all electricity distributors are publicly owned,?®
most wind and solar projects in Nebraska are built by private developers and therefore pay real property and
nameplate capacity taxes.?’

Income Tax, Sales Tax, and Battery Storage Facilities: \Wind and solar facilities also have generated income
tax revenues and sales tax revenues in Nebraska.?® Battery storage facilities are taxed as personal property.?®
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Discussion of Impacts

Contradicting Laws on Land Classification

In September 2024, the Nebraska Department of Revenue (DOR) instructed county assessors to classify the
land underneath renewable energy facilities as “commercial property, commercial site acres, or non-ag other
acres, whichever is more appropriate.”®® DOR also stated that such land is not eligible for agricultural land real
property tax credits and should therefore be assessed at 100% of market value.3! County assessors and DOR
staff confirmed that real property associated with wind and solar facilities is currently not being classified as
agricultural. A parcel of land that has both agricultural activities and wind turbines may still be classified as
agricultural, though the land directly associated with the turbines cannot.3?

However, both Nebraska law and the Department of Revenue’s online resources contradict themselves on this
issue. One Nebraska statute states that the presence of one or more renewable energy generation facilities
or supporting infrastructure “shall not be a factor” in the classification of underlying real property,3® which is
referenced on a DOR Frequently Asked Questions page.3* This implies that constructing a wind or solar facility
on farmland would not remove the land’s agricultural status and associated tax benefits. However, a different
statute enacted in 2024 states that agricultural land “does not include land used for commercial purposes...
such as land used for a solar farm or wind farm,”*® which is affirmed in DOR’s September 2024 directive. Some
experts believe that, if this issue were to be litigated in court, the first statute would probably prevail because
it is a more specific law than the 2024 one.3¢

Impact of Agricultural Land Values

Average market values for agricultural land range significantly across regions in Nebraska, from $965/acre
in the Northwest to $9,435/acre in the East in 2025.3 The highest of these market values are sometimes
tempered by the special valuation process, called the greenlight program, in which farmers can apply for their
land to be valued according to its use. Even so, the wide ranging agricultural land values across and within
regions makes it difficult to estimate previous farmland property tax liability for new renewable energy projects.
While the net revenue of real property taxes is a relatively low proportion of the total tax payments from such
projects (the bulk of which comes from the nameplate capacity tax), this lessens the precision of estimates.

Impact on School Budgets

Like in most states, school districts in Nebraska often have the highest unit tax rate in the district: school districts
receive on average about two-thirds of real property and nameplate capacity tax revenues.®® In addition to
local property taxes, the State of Nebraska delivers equalization aid to school districts that do not receive
enough funds in local property taxes to meet state standards for per-pupil spending.3® For districts receiving
state aid, an increase in property taxes from renewable energy projects may not increase their budget, unless
the added local revenue exceeds the supplemental state funding. However as low-density rural school district
often rely less on TEEOSA aid,*® tax revenues from wind and solar facilities can often meaningfully increase
their budgets.

Nebraska also has 19 educational service units (ESUs), which groups school districts together to form an additional
taxing unit.* All public school districts in the state belong to an ESU. ESUs levy taxes on property owners within
their service areas, like other taxing units.*? ESUs levy taxes on property owners within their service areas, like other
taxing units.
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OBSERVATIONS ON IMPACTS ACROSS STATES

e Closer neighbors benefit more: Because projects pay taxes to overlapping taxing units (e.g., county,
township, and school), those living nearest—who use all these public services—see the greatest
economic impact.

e Less populous areas benefit more: Since tax benefits are distributed within the project’s taxing units,
counties and townships with fewer residents receive a higher per-person benefit.

e Tax revenue becomes more concentrated: A large taxpayer like a wind or solar farm shifts the tax base,
increasing reliance on a single source. When the project is decommissioned, local units may struggle
to replace the lost revenue.

e Wind project revenue is more dispersed: Wind farms retain most farmland, converting only 0.5 to 1
acre per turbine use. With turbines spread over many more acres than solar panels, less agricultural
tax revenue is lost and and benefits are shared across more taxing units.

Calculation Steps

This example calculates Year 1 net tax impacts when a 700-acre, 100 MW solar project is built by a private
developer in Yutan, Saunders County. For simplicity, the project is assumed to reside entirely in one taxing
district (Saunders County Tax District 213). Tax data is from 2023.#* Numbers are rounded.

Step 1: Determine Year 1 Nameplate Capacity Revenue

A. Calculate total nameplate capacity revenue
e Project nameplate capacity: 100 MW
e Nameplate capacity tax rate: $3,518/MW
e Prorated ratio for days facility is operational in Year 1 (January 1): 365 + 365 = 100%

100 MW x $3,518 x 100% = $352,000

B. Calculate proportion of nameplate capacity revenue allocated to each unit.
e Unit-level tax rates (Saunders County, Taxing District 213): As follows

Unit Name Unit Tax Rate ProB?st't'c:i(é? Igg;l'eotal Previous Farmland Taxes

Saunders County 0.246% 15.48% $55,000
\((r:‘(:ir_'bi‘;hd‘;o' District 1.022% 64.30% $226,000
E‘;iz)&hoo' District 0.052% 3.24% $11,000
Yutan Fire Department 0.068% 4.29% $15,000
Union Township 0.057% 3.61% $13,000
Special Districts 0.144% 9.08% $32,000
(Combined)
Total Taxing District 1.59% 100.00% $352,000
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Step 2: Calculate Net Increase in Real Property Tax Revenue in Year 1

Note: This follows September 2024 DOR guidance to classify land under renewable energy projects as
commercial property. If the land remains classified as agricultural, there is no change in assessed value and
no additional real property tax impacts from renewable energy projects.

A. Find assessed value for solar real property
e Average statewide farmland market value (statewide, 2024): $3,935/acre**

e Acres converted: 700 acres
e Assessment rate (commercial): 100%

$3,935 x 700 x 100% = $2.75 million

B. Find assessed value for previous farmland
e Average statewide farmland market value (statewide, 2024): $3,935/acre*®

e Acres converted: 700 acres

e Assessment rate (agricultural, school bonds): 50%

e Assessment rate (agricultural, all other taxing units): 75%

School bonds = $2.75 million x 50% = $1.38 million

All other taxing units = $2.75 million x 75% = $2.06 million

C. Calculate net increase to real property revenue
e Unit-level tax rates: As follows

Name Tax Rate Solar Project Real | Previous Farmland | Net Real Property
Property Taxes Real Property Tax Impact
Taxes
Saunders County 0.25% $7,000 ($5,000) $2,000
Yutan School District (non- 1.02% $28,000 ($21,000) $7.000
bond)
Yutan School District 0.05% $1.500 ($1,000) 5500
(bond)
Yutan Fire Department 0.07% $2,000 ($1,500) $500
Union Township 0.06% $1,500 ($1,000) $500
Special Districts 0.14% $4,000 ($3,000) $1,000
(Combined)
Total Taxing District 1.59% $44,000 ($32,500) $11,500
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Step 3: Assess Year 1 Tax Impacts Across Local Units

Taxing Unit Nameplate Capacity | Net Real Property Total Year 1 Tax
Tax Revenue Tax Impact Impacts
Saunders County $55,000 $2,000 $57,000
Yutan School District (non-bond) $226,000 $7,000 $233,000
Yutan School District (bond) $11,000 $500 $11,500
Yutan Fire Department $15,000 $500 $15,500
Union Township $13,000 $500 $13,500
Special Districts (Combined) $32,000 $1,000 $33,000
Total Taxing District $352,000 $11,300 $363,500

Step 4: Determine Total Tax Impacts and Distribution over Project Lifetime

A. Include supplemental tax revenue tools

e Contact the jurisdiction to find out if economic development agreements, tax abatements, or

other considerations apply.

B. Extend calculations to other taxing units and years

e Use our published calculator for complete multi-year analysis across all units.

CALCULATIONS FOR LARGE-SCALE WIND PROJECTS

To calculate the total impacts for a 100 MW wind project, follow the steps above but reduce the farmland
acres converted to 33 acres (approximately 1 acre per 3 MW turbine, or 33 turbines for a 100 MW project).

CALCULATIONS FOR MULTIPLE TAXING DISTRICTS

This example assumes the project is entirely within one taxing district for simplicity. To determine benefits
for a project spanning multiple taxing districts, repeat these steps for each portion of the project (either
by megawatts or acreage, depending on the step) within each taxing unit.
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