how much does farm assessment reduce
taxes 1n nj

how much does farm assessment reduce taxes in nj, the question many New
Jersey agricultural landowners ponder as property tax burdens can feel
overwhelming. Understanding the Farmland Preservation Program and its impact
on your property tax bill is crucial for maximizing your financial benefits.
This article delves into the intricacies of how New Jersey's farmland
assessment programs work, the potential tax reductions achievable, and the
factors influencing these savings. We will explore the eligibility
requirements, the application process, and the ongoing obligations associated
with maintaining farmland assessment status. By the end of this comprehensive
guide, you’ll have a clearer picture of the tax relief available to New
Jersey farmers and how to navigate the system effectively.

Understanding Farmland Assessment in New Jersey

The Core Principle of New Jersey Farmland
Assessment

New Jersey's farmland assessment law, often referred to as the "Farmland
Assessment Act of 1964," is designed to provide property tax relief to active
farmers. The fundamental principle is to assess farmland based on its
agricultural value, not its potential development value. This means that if
your land is actively used for agricultural or horticultural production, you
can apply to have it taxed at a lower rate reflecting its farming use, rather
than its market value as residential or commercial property. This distinction
is vital, as land in desirable development areas could command significantly
higher prices, leading to disproportionately high property taxes if assessed
at market value.

How Farmland Assessment Reduces Property Taxes

The reduction in property taxes under the farmland assessment program is
achieved by taxing the land at a rate that reflects its agricultural
productivity. The State of New Jersey establishes minimum qualifying gross
agricultural or horticultural production income per acre. Land that meets
these income thresholds is assessed at a lower rate, which is typically
significantly lower than the assessment for land not engaged in agricultural
activity. This direct reduction in the assessed value directly translates to
a lower annual property tax bill. The actual amount of tax reduction varies



widely depending on the local tax rate, the acreage of the property, and the
specific agricultural activity conducted on the land.

Eligibility Requirements for Farmland
Assessment in NJ

Qualifying Agricultural or Horticultural Production

To be eligible for farmland assessment, your land must be actively devoted to
agricultural or horticultural use. This includes a wide range of activities
such as growing crops, raising livestock, dairy farming, poultry farming,
beekeeping, and the cultivation of nursery stock. The key is that the land
must be used for the production of agricultural commodities for sale. This
means the land shouldn't be used for recreational purposes or as a hobby farm
without significant commercial production.

Minimum Income Requirements

New Jersey law mandates minimum income thresholds that actively farmed land
must meet to qualify for farmland assessment. These minimums are set by the
State and are subject to revision. Generally, for land to qualify, it must
produce a minimum gross income from agricultural or horticultural production.
For tracts of land between one and five acres, the minimum income requirement
is typically higher per acre than for larger tracts. For tracts of five acres
or more, the minimum gross income from agricultural or horticultural
production must be at least $500 per acre. For tracts of less than five
acres, the minimum gross income requirement is $250 per acre, with the
additional stipulation that the land must be in an agricultural use that is
the primary occupation or source of income of the owner.

Acreage Requirements

The size of your property also plays a role in eligibility. Generally, to
qualify for farmland assessment, you need at least five acres of land that
are actively devoted to agricultural or horticultural use. However, there are
provisions for smaller parcels. If you have between one and five acres, you
can still qualify if the land is devoted to agricultural or horticultural
use, and that use is the primary occupation or source of income of the owner.
The income requirements for these smaller parcels are adjusted accordingly,
as mentioned previously.



The Farmland Assessment Application Process

When and How to Apply

Applications for farmland assessment in New Jersey are typically filed
annually with the assessor of the municipality where the property is located.
The deadline for filing is generally August 1st of the year preceding the tax
year for which you are seeking assessment. For example, to receive farmland
assessment for the 2024 tax year, you would need to file your application by
August 1, 2023. It is crucial to adhere to these deadlines to ensure your
application is considered. The application form is usually available from
your local municipal tax assessor's office.

Required Documentation

When submitting your application, you will need to provide supporting
documentation to verify your eligibility. This typically includes:

Proof of ownership of the property.

Records demonstrating your gross agricultural or horticultural income
for the preceding year. This could include sales receipts, invoices, or
farm production records.

A description of the agricultural or horticultural activities conducted
on the property.

If applicable, documentation proving that farming is your primary
occupation or source of income.

The assessor may request additional information to verify the agricultural
use and income generated.

How Much Does Farmland Assessment Reduce Taxes
in NJ? Calculating the Savings



Factors Influencing Tax Reductions

The actual amount of tax savings derived from farmland assessment in New
Jersey is not a fixed percentage. Several key factors influence the extent of
the reduction:

e Local Property Tax Rate: Each municipality in New Jersey has its own
property tax rate. A higher tax rate on the property will naturally lead
to a larger dollar amount of savings when the assessed value is reduced.

* Assessed Value Without Farmland Assessment: The difference between the
land's fair market value (if developed) and its agricultural value is
the basis for the tax reduction. If the land has high development
potential, the difference, and thus the savings, will be greater.

e Acreage: Larger parcels of farmland will generally see more substantial
tax savings in absolute dollar terms due to the larger acreage
benefiting from the lower assessment.

e Intensity of Agricultural Use: While minimum income levels must be met,
properties with higher gross agricultural income per acre may benefit
from a more favorable assessment compared to those just meeting the
minimum.

IlTlustrative Examples (General Scenarios)

While specific figures depend heavily on local factors, consider this general
illustration: Imagine a property assessed at $500,000 based on its
development potential. If, through farmland assessment, its agricultural
value is determined to be $50,000, and the local tax rate is 2%, the annual
tax bill would be $10,000 ($50,000 x 0.02). Without farmland assessment, the
bill would have been $100,000 ($500,000 x 0.02), representing an annual
saving of $90,000. This is a simplified example, but it highlights the
significant potential for tax reduction.

Consequences of Changing Land Use

Rollback Taxes Explained

It is crucial to understand that farmland assessment is granted based on the
land's current agricultural use. If you decide to change the use of your land



to something other than qualifying agricultural or horticultural production,
you may be subject to "rollback taxes." Rollback taxes are essentially the
difference between the property taxes paid under the farmland assessment
program and what would have been paid if the land had been assessed at its
fair market value (development value) for a specific number of preceding
years. In New Jersey, rollback taxes can be assessed for up to three
preceding tax years. This provision discourages speculation and ensures that
the tax benefits are utilized for genuine agricultural purposes.

Notification Requirements

If you are receiving farmland assessment and plan to change the use of your
property, you are typically required to notify your local municipal tax
assessor. This notification allows the assessor to properly re-evaluate the
property and assess any applicable rollback taxes. Failure to notify the
assessor of a change in land use can result in penalties in addition to the
rollback taxes themselves.

Navigating the System and Seeking Professional
Advice

Consulting Your Local Tax Assessor

Your local municipal tax assessor is the primary resource for information
regarding farmland assessment in your specific municipality. They can provide
you with the most up-to-date application forms, explain local nuances, and
clarify any specific requirements for your property. Building a good working
relationship with your assessor is highly recommended.

When to Seek Professional Guidance

While the farmland assessment process might seem straightforward, it can
become complex, especially for larger or more diverse agricultural
operations, or when considering a change in land use. Agricultural attorneys,
tax advisors specializing in agricultural property, or experienced farm
accountants can provide invaluable assistance. They can help ensure your
application is complete and accurate, advise on the best way to document your
income, and guide you through the implications of potential land use changes.
Their expertise can help you maximize your tax savings and avoid costly
mistakes.



Frequently Asked Questions

What is the primary way farm assessments reduce
property taxes in New Jersey?

Farm assessments, also known as farmland assessment or "Farmland
Preservation," allow eligible agricultural land to be taxed at its "actual"
value as farmland rather than its potential market value for development.
This lower assessment significantly reduces the property tax burden.

Are there specific requirements to qualify for
farmland assessment in New Jersey?

Yes, to qualify for farmland assessment in New Jersey, landowners must meet
specific criteria. These typically include having at least five acres of land
used for agricultural or horticultural purposes, generating a minimum annual
gross sales of $500 from the agricultural products, and agreeing to maintain
the land's agricultural use for a specified period.

How much of a tax reduction can I expect with
farmland assessment in NJ?

The exact tax reduction varies greatly depending on the municipality, the
property's location, and the difference between its farmland value and its
development value. However, properties in high-demand development areas often
see the most substantial tax savings through farmland assessment.

What happens if I convert my land from agricultural
use after receiving the farmland assessment tax
benefit in NJ?

If land enrolled in farmland assessment is converted to a non-agricultural
use, there are typically rollback taxes. These taxes are usually assessed for
the previous five years, based on the difference between the taxes paid under
farmland assessment and the taxes that would have been paid at the property's
full market value, plus interest.

Where can I find more information or apply for
farmland assessment in New Jersey?

The best place to start is your local municipal tax assessor's office. They
can provide you with the specific application forms, eligibility
requirements, and deadlines for your area. The New Jersey Department of
Agriculture also offers resources and guidance on their website.



Additional Resources

Here are 9 book titles related to farm assessment and tax reduction in New
Jersey, with descriptions:

1. New Jersey Farmland Preservation: A Tax Advantage Guide

This book delves into the specific mechanisms by which New Jersey's Farmland
Preservation programs offer significant tax benefits to agricultural
landowners. It will likely explore the history of these programs, the
eligibility requirements, and the long-term financial implications for
farmers. Readers will find practical advice on navigating the application
process and maximizing their tax savings through these initiatives.

2. Understanding Agricultural Land Valuation in the Garden State

This title focuses on the core principles of how farmland is assessed for tax
purposes in New Jersey. It will break down the methodologies used by county
assessors, explaining how factors like soil type, productivity, and zoning
influence property tax bills. The book aims to demystify the assessment
process, empowering landowners to understand and potentially challenge their
valuations.

3. Tax Relief for New Jersey Farmers: Beyond the Basics

Moving beyond introductory concepts, this book examines advanced strategies
for tax reduction available to New Jersey's agricultural community. It may
cover topics such as agricultural land leasing, conservation easements, and
the interplay of state and local tax laws. The goal is to provide seasoned
farmers with nuanced approaches to optimize their tax liabilities.

4. The Economics of Farmland Assessment in New Jersey: A Comparative Analysis
This book offers a deeper dive into the economic impact of farmland
assessment policies in New Jersey. It might compare New Jersey's system with
those of neighboring states, highlighting best practices and potential areas
for improvement. The analysis will likely explore how assessment practices
affect land affordability, agricultural viability, and overall rural economic
development.

5. Navigating New Jersey Property Taxes for Agricultural Properties

This practical guide is designed to help New Jersey property owners
understand and manage their tax obligations specifically for land used for
farming. It will cover the legal framework, the appeal process for
assessments, and common pitfalls to avoid. The book aims to equip farmers
with the knowledge to ensure their property taxes are fair and accurate.

6. Preserving Your Legacy: Tax Strategies for New Jersey Agricultural Estates
This title addresses the intersection of estate planning and farmland
assessment for New Jersey farmers. It will explore how favorable property tax
assessments can help preserve agricultural land for future generations and
reduce the overall tax burden on an estate. The book provides insights into
making informed decisions that benefit both the farm and the heirs.

7. The Farmland Assessment Act of New Jersey: A Comprehensive Review



This book offers an in-depth examination of the specific legislation
governing farmland assessment in New Jersey. It will dissect the various
clauses, amendments, and judicial interpretations of the act, clarifying its
application. The text is intended for those seeking a thorough understanding
of the legal underpinnings of agricultural property tax relief in the state.

8. Maximizing Tax Benefits Through Agricultural Land Use in New Jersey

This title provides actionable strategies for New Jersey landowners to
maximize their tax advantages by utilizing their land for agricultural
purposes. It will likely outline the different categories of agricultural use
that qualify for preferential tax treatment and how to document such use. The
book serves as a roadmap for property owners to leverage their land for tax
savings.

9. New Jersey Farm Bureau: Advocating for Tax Fairness for Agricultural
Landowners

While potentially more of a policy-focused read, this book would explore the
efforts of the New Jersey Farm Bureau in advocating for and shaping tax
policies favorable to farmers. It would likely detail the legislative
battles, research, and educational initiatives undertaken to ensure equitable
property tax assessments for agricultural operations. Understanding these
advocacy efforts can provide context for current tax relief measures.
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