POSITION PAPER #1
FARMLAND ASSESSMENT IN NEW JERSEY

Position: The differential-tax benefits of Farmland Assessment are crucial to enabling farmers to stay on their land and use it to continue farming in the face of development pressures, most recently embodied by the drive by developers to buy farmland for warehousing projects. Farmland Assessment, as a prerequisite to Farmland Preservation, also aids in permanent preservation of farm properties, which further stems development of the remaining agricultural landscape.     
Issue: New Jersey’s Farmland Assessment Program provides a lower property-tax rate on land dedicated for use in agricultural production, although the farmhouse and some agricultural buildings are taxed at the full rate. This has helped many farmers remain financially viable so they can continue to farm instead of selling their land to developers. However, the program occasionally comes under fire for not requiring a high enough value of agricultural products that must be sold to qualify for the tax reduction, leading some to consider small properties that still qualify for the program “fake farmers.” Recently, the gross sales of agricultural products coming from the land in question was changed to be $1,900 (occurring in the next three years) for the first five acres, plus an average of $5 per acre for any acreage over the first five acres.      
Background: The Farmland Assessment Act of 1964 was adopted by New Jersey as the state went through development booms in the post-World War II era. Increasing property taxes resulted from land becoming scarcer and towns developing to the point where more schools and other tax-funded buildings were needed. The increases in property taxes were cited by many farmers as a reason they could not continue farming and had to sell off land to developers, which further exacerbated the issue as it led to even more development. There is an “additional benefit” to residents not residing on farm properties, as a farm that is not developed into housing or commercial property does not require additional school, police, and other municipal services, which, when added, drive up property taxes. 
     Because farmers were engaged in creating the food and other essential agricultural products for the population of the state and beyond – it was determined that land used specifically for the creation of these products should be taxed at a lower rate, leading to the concept of “farmland assessed” property. The issue typically gets attention when someone with a large house paying substantial property taxes, but which is located on a property that is not a minimum of five acres and thus cannot be farmland assessed, learns of neighbors who do have enough acreage and are meeting the minimum acreage and sales requirements getting the tax break. Typically, it involves a misunderstanding of the law by the complaining party thinking that it means the person on the farmland-assessed property is getting the tax break on their home as well, which is not the case. Farmhouses are taxed at the regular rate.
      Due to these issues, legislators often are encouraged by the complaining parties to increase the amount of the gross sales requirement to as high as $4,000 on the first five acres. That level of sales could prove fatal to a farm operation. For instance, in the spring/summer/autumn of 2024, a massive drought impacting the state led to many hay and grain growers getting only a “one-cutting” harvest. Combined with the lower prices for grain commodities in that year, many hay/grain farmers would not have sold enough to meet that high of a gross-sales threshold on the first five acres. The recent decision by the Farmland Assessment Committee to increase the minimum gross sales requirement to $1,900 in three years is a middle ground solution, but it still could cause problems for grain farmers if weather conditions limit the number of “cuttings” of their grain crops.               
Suggested Actions: The delegates to the 2025 State Agricultural Convention charged the NJDA to “work with its fellow members of the State Farmland Evaluation Committee to examine all the factors that should play into any deliberations about changing the amount of documented receipts a landowner must realize on the first five acres of agricultural/horticultural production lands, especially to include the prices farmers are currently receiving for commodity crops.” The delegates also urge the Legislature that “any legislation aimed at changing the Farmland Assessment program must include language REQUIRING local and county tax assessors to avail themselves of the training offered by the Department’s Division of Agricultural and Natural Resources and other agencies in order to ensure consistent application of new and existing Farmland Assessment program rules and regulations, helping assessors to better meet their obligations through on-site visual verification and with methodical and careful reviews of farm assessment qualifying documents. The delegates also urge the Division of Taxation to dedicate a staff member as a “Farmland Assessment Ombudsman,” to be the point person farmers can call when dealing with issues involving Farmland Assessment and taxation. Finally, the delegates strongly oppose any imposition of an “application fee” for those farmers seeking Farmland Assessment.        
 



