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UTILIZATION OF AGRICULTURAL EXEMPTIONS IN NEW YORK STATE ON
1975 AND 1976 ASSESSMENT ROLLS*

William H. King*#*

This is a report on the extent to which agricultural exemptions are
being used by New York State farmers. The specific exemptions include:
1) five-year exemptions on new farm buildings and structures and 2) exemp-—

‘tions on farmland assessed over its agricultural ceiling values. . .

In 1969, the legislafﬁ;;mamended Secgigﬁmiééuﬁf the Reéi;Property
Tax Law to provide for five-year tax exemptions for farm building improve-
ments. The intent is to encourage naw farm building construction and stave
off the premature disinvestments in farming that occurs in areas of urban
penetration and speculation,

The law provides that new or reconstructed structures or bulldings
essential to the operation of commercial agricultural and horticultural
businesses may be exempted from taxes levied for school, county and town
purposes for a period of five years after their construction. At the end
of the exemption period, the improvement's depreciated comtribution to
total farm value is added back to the taxable portion of the farm.

Exemptions are determined by before and after appraisals. The assessor
calculates the assessed value of the whole farm with and without the new
improvement. The difference between the assessments is the basis for the

value of the exemption.

% Data based on surveys of town assessors and county real property tax directors
conducted by the State Board of [qualization and Assessment and the author.

%% William H. King is research specialist in land economics in the Department
of Agricultural Economics at Cornell University.

Helpful comments were provided by Professor Howard E. Conklin, Department
of Agricultural Economics, Cornell University and Nelson Bills, agricul-
tural economist, Natural Resource Division, ERS-USDA, stationed at Cornell
University.




Exempted taxes are levied as a rollback tax if the property is con-
verted to a nonfarm use during the five-year exemption period. The rollback
tax is calculated as the am0uﬁt of tax tﬁat would have been paid had no ex-
emption been granted. The rollback does not apply in situations where farm
use 1is simply discontinued.

Agricultural exemptions for farmland assessed above its agricultural
ceiling value became effective in 1971. Agricultural use-value assessment
is one of several provisions of the Agricultural District Law (Agriculture
and Markets Law, Article 25AA). The general intent of the law is to en-—
courage the continuance of a viable agricultural economy in the face of
growing urban pressure and speculation. It offers farmers an opportunity
‘to protect themselves from some of the rising costs and governmental actions
associated with urban penetration and provides discouragements to all other
competitive land uses within good farm areas. District boundaries are re-
ﬁiewad by county legislatures and the State every eight years.

A main provision of the law gives owners who participate in agricul-
tural districts the option of receiving agricultural ceiling assessments on
parcels that contain 10 or more acres and have produced an average of at.
least $10,000 in gross farm receipts during the previous two years. Gross
value of crops and/or livestock receipts resulting from production on
_rented land may be added to an owner-operator’s gross income in order to
qualify. Landlords can qualify if land they rent to farmers produces crops
valued at 510,000 or more. Landlords may alsc use livestock receipts to
qualify if their rental unit included buildings where crops were converted
to milk, beef, ete. Land receiving'an agricultural ceiling assessment is
subject to a maximum five-year rollback of the exempted taxes if converted

to a nonfarm use. The rollback only applies to the acreage converted,



The Agricultural District Law also provides individual farmland owners
who are not in a district the opportunity to receive agricultural ceiling
assessments by fiiing an agriﬁultural cpmmitment° 'Eligibility require-
ments are identical but owners must, in writing, commit their iand to
farming for eight vears. The eight-vear commitment must be renewed each
year. If any land in a commitment is converteﬁ to a nonfarm use while the
commitment is still in effect it is subject to a penalty equal to two times the

taxes determined in the year following the breach of commitment. The

penalty is levied on the total acreage in the commitment.

DESCRIPTION OF THE STUDY

Agricultural exemption data for 1975 and 1976 assessment rolls were
obtained from the State Board of Equalization and Assesément. Infofmétion
for each town was aggregated and summarized on a county basis.

Data on farmland receiving agricultural ceiling assessments in agf
ricultural districts and individual farm,commiﬁments were collected by éur—
vey because the information was not available from the State Board of Equali-
zation and Assessment. Surveys of county real property directors were con-
ducted to determine this breakdown for all towns. In the case of Monroe

County, town assessors were surveyed.

RESULTS OF THE STUDY

Farm Buildings and Structures

No agricultural exemptions on buildings and structures were.found in
Hamilton, Nassau, Putnam, Rockland and Warren Counties during 1975, but
they occcurred in all other counties outéide New York City (Table 1). Some
660 towns in 52 counties had farm improvement exemptions with an assessed

value totaling $34,816,588. The average exemption amounted to $4,680.
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The full value of the exemptions for each county was determined by
adjusting the town exemption values on the basis of town equalization
rates and adding the re5ultiﬁg figures for each county. This calculation
provides a rough estimate of the market value of new farm improvements.

?ull value figures for 1975 assessment rolls are presented in Table 1.

The State total full value in 1975 amounted to $102,556,599.

The ratio of farm improvement exemptions to the total value of all tax-
able property in the various counties having such exemptions in 1975, ranged
from less than .0l percent in Westchester County to 2.12 percent in Lewis
County. The average was .12 percent. |

Exemptions on farm buildings and structures increased on 1976 assess-—
ment rolls. Tifty-three counties outside New York City had exemptions totéie
~ing $40,759,134. The average exemption that year amounted to $5,340.(Tab1e 2).

| The State total full value amounted to $111,136,260 in 1976.

The ratio of farm improvement exemptions to the total value of all tax-
able property in the various counties having such exemptions in 1976, ranged
from .0l percent in Westchester County to l.63 percent in Lewis County. The

average was .12 percent (Table 2).

Farmland

Exemptions on farmland assessed over the agricultural ceilings occurred
on approximately 163,080 acres in agricultural districts in 1975 (Table 3).
Thirty-nine towns in seven counties exempted $97,487,099. Most of the ex-
empted value occurred in Orange and Dutchess Counties. Their high partici-
pation was a direct result of a land market boom that took place just prior

to county-wide assessment re-valuation.
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Between 800 and 1,000 farmers are estimated to ﬁave been participating
in the agricultural district ceiling program iﬁ 1975. The data were re—
portéd only by number of exemptions and not by farms, so the number of farmers
was estimated on the basis of farm information collected in studies of as-

sessments and farmland ownership at Cornell University.ijg/

It was esti-
mated that on the average each participating farmer received an exemption
of nearly $103,000‘each.

The full value of the exemptions on land for each county was calculated
- in the same manner as for the farm improvement exemptions. Full value of
the exeﬁptions on land in agricultural districts amounted to $104,243,843
in 1975.

The ratio of agricultural district exemptions on farmland to the total
value of Qll taXable'préperty in 1975 ranged from .02 percent in Schoharie
County to 2.41 percent in Orange County. The average for all seven counties
was 1.2i percent {(Table 3).

Utilization of agricultural ceiling values on land in agricultural dis-
tricts increased on 1976 assessment rolls (Table 4). Sixty towns in ten
counties exempted $1l2,088,016. It was estimated that over 200,000 acres
were=reéeiving an exemption. This involved between 900 and 1,100 farmers.
On the average, it was also estimated that close to $112,000 was exémpted
per farm in 1976.

The full value of the exemptions for all ten counties in 1976 totaled

$127,656,822.

= King, William H., Land Ownership in Goshen, A Semi-Rural Town in Orange
County, New York. Unpublished Master's Thesis, Department of Agricultural
Economics, Cornell University, Ithaca, January 197¢.

King, William H., Unpublished data compiled from interviews with Cortland
County farmers. Department of Agricultural Economics, Cornell University,
Ithaca, 1978.
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The ratio of agricultural district exemptions to the total value of all
- taxable property in 1976 ranged from .02 percent in Schoharie County to 2.39
‘percentlin Orange County. The average for all ten counties was 1.18 per-
cent (Table 4).

Exeﬁptions on land under the agricﬁltural ceilings in individual farm
commi tments totaled $19,721,807 on 1975 assessment rolls (Table 5). Thirty-
‘two towns in‘ten counties had approximately 23,850 acres under the exemption.
It was estimated that bgtween 110 and 160 farmefs were receiving the exemption.
On average, it was estiméted that close to $146,000 was exempted per farm.

Full value of the exemptions on land in individual farm commitments
amounted to $21,315,855 in 1975. |

The ratio of farm commitment exemptions to the total value of all tax-
able property ranged from less than .0l percent in Cayuga County to .23 per—
cent in Rockland County. The average for all ten counties was .10 percent
in 1975 (Table 5).

Farm commitment exemptions totaled $22,209,050 on 1976 assessment‘rolls
(Table 6). Some 39 towns in 12 counties utilized agricultural ceiling values
on an estimated 28,000 acres of land in commitments. It was estimated that
between 160 and 210 farmers were receiving the exemption that year. On the
average, close to $120,000 was exempted per farm. |

Full value of the commitment exemptions totaled $28,546,271 in 1976.

The ratio.of commitment exemptions to total value of taxable property _

. raﬁged from less than .0l percent in Ulster County to .22 percent in Orange
and Rockland Counties. The average for all 12 counties was .11 percent in
1976 (Table 6).

. In summary, let's look at the combined total of all three agricultural

exemptions (farm buildings and structures, agricultural ceilings in
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agricultural distriects, and agricultural ceilings under individual commitments)
by determining the ratio of all agricultural exemptions to the total value of
taxable property. On 1975 assessment rolls, four counties had agricultural
exemptions that exceeded 1.00 percent of the total county taxable value.

Orange County was the highest with 2.64 percent. On 1976 assessment rolls,
seven counties had agricultural exemptions that exceeded 1.00 percent of the
total county taxable value. Orange County was the highest, again, with 2.65

percent.

At the municipal level, agricultural exemptions as a percent of total
town taxable value may be quite a bit higher than the county average. This
typically occurs where farm property accounts for a moderate share of the total
assessed value and a largé acreage of districted land has been assessed

ahove its agricultural ceiling.

PREVIOUS STUDIES AND SUMMARY
Fi#e—yeaf building exemptions were studied earlier-bf Linton and .
'Bryaﬁt.éjﬁ/ In 1972, Linton estimated that one-fourth of the state's quali-
fied agricultural investments Weré under the exemption.in 1970, and that
this.participation affected approximately five percent of ail comﬁercial
farmers.. | -
Most of the 138 farmers interviewed b& Linton stated that the exemption

would be an important factor in future investment decisions. The reascon

most often given was the availability of money that would otherwise be paid

in taxes during the exempt period.

‘= Linton, Robert E., Five Year Tax Exemptions for Improvements in Farm
Real Estate. Department of Agricultural FEconomics, A.E. Res. 73-17,
Cornell University, Ithaca, September 1973. Co

~'  PBryant, William R., The Fffects of Urban Expansion on Farming in Wayne
County, New York. Department of Agricultural Economics, A.E. Res. 75-28,
Cornell University, Ithaca, October 1975.
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In 1974, Bryant surveved 71 farmers in Wayne County who ﬁad made farm
investments. Approximately $590,000 of investment on sample farms qualified
for the five-year tax exemption while approximately $431,000 of investment
actually received the exemption. Close to one~third of all sample farmers
had used the exemption.

Based on the information presented earlier in this paper, the author
" estimates that between 6,000 and 7,000 farmers in the State were utilizing
the five-year building exemption in the 1975 - 1976 period. This approxi-
mated 25 - 30 percent of New York's commercial farmers.

| Some problems have been associated with the use of the five—&ear farm
improvement exemption. New buildings and structures have been found to be
‘over-assessed fairly commonly under the 1aw.§/ It appears that local as-
gessors are not consistently determining the contributory value and annual
depreciation of the new investments. Linton's study found that assessed
valuations of exempt improvements had been made at a higher proportion of
investment cost than seemed reasonable based on what the new improvements
usually add to actual farm sale prices. There seemed to be a tendency to
over-emphasize the cost of the improvement and to under-emphasize WhAt the
new structure actually would contribute to the sale price of the whole farm.

Prior to the passage of the farm improvement exemption law, new struc-—
tures sometimes went unnoticed completely or they went on the roll at a low
value. Local assessors didn't have the time and money to maintéin a com-
'pietely accurate assessment roll. Consequently, some farmers now under:the
exemption may not be as favorably treated as they would have been before
the law was passed. However, given present laws and practices around the

state, the exemption should realize continued usage.

éj Linton, Op. cit.
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This is the first study to determine the utilization of agricultural
celling values within agricultural districts and under individual farm com-
mitments. Both Orange and Dutchess Counties had a large number of towns
participating and high exemption wvalues.

There were 163,080 districted acres (between 800 and 1,000 farmers)
that received agricultural ceiling values in 1975. This was only abouf
five percent of the districted acreage. 1In 1976, nearly 200,000 acres (be-

tween 900 and 1,100 farmers) in agricultural districts received the ex-

emption, and again the acreage was about five percent of all land in districts,
Individual commitments are being used sparingly around the state, usu-
ally close to urban areas where the few scattered farmers remainiﬁg find it
difficult to form agricultural districts or in remote areas where most farms
have been abandoned or little land was ever farmed, and recreatioh and
second homes are putting pressures on farmers. The non-tax provisions of
the Agricultural District Law are not available to farmers using commi £~
ments, but the tax incentive may be enough to help farmers stay in business.
In 1975, aéproximately 23,850 acres (between 110 and 160 farmers) in
ten counties received agricultural ceiling values on land in farm commit-
ments. The following vear, 28,000 acres (between 160 and 210 farmers) in

12 counties were committed and received agricultural ceiling walues.
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