Agricultural Exemption & Pasture Lease Information

Here’s an idea that you might want to consider to reduce your tax bill for your parcel.  With the current economic slowdown, it is not very likely that you will be able to sell you land parcels in the short term.  I am advising my clients to sit tight and hold on to their property until the market changes direction.  So you are noticing an increase in you taxes.  Here is a way to slow the bleeding we are all experiencing in the current market.  

Your property in Whispering Ranch is currently zoned R-190.  This is a zoning classification used by Maricopa County for rural areas (outside of the limits of any incorporated town or city).  This classification only allows on dwelling per five-acre parcel of land. Taxes are assessed on the value of the property as determined by the County Assessor’s Office.

Under current guidelines, there is an exemption you can use to reduce your taxes.  By leasing the grazing rights to your property to someone who raises livestock, the County grants you an Agricultural Exemption, re-classifies the property to this status, and reduces the amount of tax you will have to pay during the period that the property is under the grazing lease.  You need to enter into a grazing or pasture lease with a company that is recognized by the State in order for this to be valid.

I’m not sure what the tax rate will be in 2009, but I pulled up two adjacent parcels in Whispering Ranch – one with the Agricultural Exemption and the other without - and looked at the 2008 taxes. Both of these parcels are away from power, in an area with decent (not great) access, both are impacted by floodplain/floodway (maybe 30% to 50%) Look them up for yourselves if you think I’m crazy.  Parcel 503-91-195 pays $434.26 in taxes.  Parcel 503-91-195 pays $5.64 in taxes.  Guess which one has the Agricultural Exemption.

Before we go any further, let me clarify that I am not affiliated with nor represent any cattle company.  I am providing this information as an aid to keeping you informed of options available to lower your property taxes.  It is your responsibility to further investigate any items that may impact your property value or status of your investment from a tax position.  These items are best answered by your attorney or tax professional.  I’m neither.  I’m just a dirt guy.  But I have done some of the groundwork on this process so you don’t have to re-invent the wheel. 

Since I’m not an expert on grazing leases, I called the Assessor’s Office and was directed to Kathy Reyes.  When Kathy called me back she wanted my Parcel Number so she could get it to the right person.  Daron Back (one of the appraisers for that area of the County) called a short while later, and we went through how this procedure was presented to me and he said that this sounded normal. Hang on to Darren’s phone number (602) 372-1563, as you will be giving him a call to walk you through a couple of forms after you have the signed Pasture Lease agreement back and need to file it with the County Assessor’s Office. 

Here’s how things should work.  

You as the Owner of the property are the Lessor.  What’s different is that you are paying the cattle company instead of them paying you like you might expect in a normal lease situation.  This is an agreement between you and the Cattle Company allowing you to graze cattle on your property.  Your benefit is that you now qualify for an Agricultural Exemption which lowers your taxes under current State Statutes. 

The Lessee could be either:


Mark W. Lee



Phone:
  (928) 715-0362


B & J Cattle Company

Mobile:  (602) 882-6413


P. O. Box 7



E-Mail: markwlee89360@yahoo.com


Wickieup, Arizona   85360

0r


Bob Jastrab



Phone: (480) 948-9450


Ranch Coordinator Services, LLC
Fax:    (480) 991-7161


% 10607 N. Hayden Road, Suite 100


Scottsdale, AZ  85260

Here’s a little information on each of the companies.  You can decide on which way you want to go after you talk to them.  I do know that there is somewhat of a range war going on.  Each company claims that the other has no grazing rights in Whispering Ranch.  And I do know that if the one without grazing rights for the area grazes cattle on the other guy’s area, there will be a problem.  But, honestly, I can’t tell who is telling the truth or who isn’t.  And I don’t really care.  As long as the County recognizes that my parcel is under a valid grazing lease with a reputable company and grants the Agricultural Exemption, it doesn’t matter.

B & J Cattle Company


This company has had almost all of the grazing leases in Whispering Ranch for quite a while.  This company charges the Lessor $10.00 per acre per year to graze cattle on your property.  So for your normal five-acre property this agreement will cost you $50.00 per year per five-acre parcel.  This is a small amount compared to the taxes you would otherwise have to pay without the Agricultural Exemption. But you will have to do some of the legwork to get papers filed. The other company competing for leases in the area has made the claim that B&J is not a valid company since Ben Jernberg passed away last year. Previously, I had been dealing with Ben Jernberg at B & J Cattle Company, but with his passing, his partner, Mark Lee took over the operation of the Cattle Company.  From where I sit, he seems to be the one with most of the business in the area. His phone reception is spotty in his area, so e-mail might be your best bet.  You have the information and phone numbers on Who’s who, and you should be able to get through this without any major problems.  Remember that this is a lease between you and Mark Lee at B & J Cattle Company.  I can’t get involved since I have no standing as a representative with either party.

Ranch Coordinator Services, LLC


Bob Jastrab (Ranch Coordinator Services, LLC) acts as an agent for Roberts Enterprises, Inc., among other cattle companies and does the paperwork so Roberts can graze cattle in rural areas of the County as well as in Whispering Ranch.  This company charges you an annual rate that is 30% of the tax savings, so you would have to compare what they do versus what they charge for doing it. It appears that these guys do all the legwork once you sign the agreement making them your agent in the specific process to get your property the Agricultural Exemption.  You will need to sign their Consulting Agreement giving Bob Jastrab full authority to act in your behalf on a number of issues including paying costs for fencing and water delivery, but in no case more than the amount equal to the amount paid to the Agent.  The only thing I saw in the Consulting Agreement that I’m not comfortable with is the phrase “in the Agents sole and absolute discretion”.  Sounds to me like there may be some decisions made that I will not be allowed to have any input into.  Other than that, things look OK in general.  I didn’t find out about Bob Jastrab until I was in the County Assessor’s Office nosing around on this process, and started asking.  It appears that Bob is the agent for Roberts Enterprises, Inc., commonly known as REI, a cattle company that has extensive holding throughout Arizona and quite a few grazing leases on properties in the West Valley.  

Whatever company you choose, you will need to fill out a form of the “Pasture Lease” form.  This lease is for a minimum of three years. This is the period mandated by Arizona Statute. This lease is not transferable, so should you sell the property, it will immediately terminate as of the date of Sale.  The Buyer will face the new property valuation unless he enters into a grazing lease himself.  And there is no retroactive penalty or recapture if the lease ends short of the prescribed period.

So, here are the choices.  You can have Bob Jastrab handle everything for you and pay him 30% of the tax savings each year, or, if you are able to do this paperwork yourself (this involves some phone calls and mailing) do the legwork yourself and go with Mark Lee at B&J Cattle company and save a little money. 

If you decide to go with B & J Cattle Company, the cost to you as “Lessor” will be $10.00 per acre (or $50.00 per five acre parcel) due at the inception of the initial lease, and on the first of each calendar year to continue the lease for the upcoming year.  Should you decide to work with Bob Jastrab it is my understanding that they bill you for the 30% savings figure once a year.  If you miss that payment, the lease will be ended, the Lessee will notify the County that the lease is no longer valid, and the Taxes will rise to the previously assessed valuation.  (Ouch!!)

Once you have the “Pasture Lease” filled out and signed by you, send it to the Lessee at the above address.  Mark Lee will sign a copy of the Lease and either mail it or fax it back to you.  Make sure that you get a check to him for the first year’s lease payment before the start date of the lease.  And mark your calendars to get a check out to him each year so the lease stays in place.

Once you have a copy of the Pasture Lease back from the Cattle Company, print out the other attached forms (Agricultural Land Use Application – DOR82916 and Statement of Agricultural Land Use - DOR82917) and fill out what information you can.  Then call Darren Back at (602) 372-1563 and he will probably walk you through filling out any of the areas you might be unsure of on these the forms.  The County requires that you use their 3 page carbonless color-coded forms, so when you have Daron on the phone ask him to send you these forms.  If you don’t they will kick them back to you.  Submit all three copies of their form, along with your lease and they will notify within 120 days of their decision.  Make sure you keep a copy of everything you submit, and it wouldn’t hurt to deliver them personally to one of the County Assessor’s Offices, noting who you submitted the forms to and the date and time.  Normally they time stamp and date them and give you a copy.

Keep in mind that the County will be losing money in tax revenues if you put this in place, so they may not be very helpful as you go through to file these forms.  There are timeframes that need to be met and deadline dates which need to be met, and if you don’t stay on these folks, you might have this exemption pushed into the next tax year. (Ouch, again !!!)  So don’t be shy or timid, ask direct questions, ask for dates, ask for information, and ask for clarification. 

The cutoff date to get the paperwork in and approved for the 2009 tax year passed on September 30, 2008.  So now you probably can get this into effect until the 2010 tax year.

Since the lease starts January 2010 you should begin paying the tax rate for agricultural land as of that tax year, not what the assessment is for the property under the normal zoning.

So, the way I see it, I’m going to fill out the Pasture Lease and send it in with $50.00. And if I have to do a little more paperwork, it’s worth it, as I won’t have to pay higher taxes over the next few years.
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