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PILOT: What does it stand for?

1. PILOT-Payment in Lieu of Taxes.

2. It’s a financial agreement that helps implement planning goals for 
development or redevelopment.

3. It’s a financing tool for municipalities to assist in the creation of 
developments that would not normally be feasible.

4. It helps to facilitate affordable housing obligations through development or 
redevelopment.
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How does it work?

 Planning process.

 Begins with determining if an area is “blighted” and “in need of redevelopment”.

 Area is designated as an area “in need of redevelopment”.

 A redevelopment plan is presented.

 After the redevelopment plan is adopted by both the Planning Board and Township 
Committee, the Township then can proceed to negotiate with developers.

 PILOT Agreement

 Consistent with Long-Term Tax Exemption law.

 Terms of agreement can be for up to 30 years from completion of a development. Or, 35 years 
from the date of the execution of the agreement.

 Development being financed must be consistent with the approved Development Plan.
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How does it work? (cont’d)

 Part of the agreement is that municipalities will receive an Annual Service 
Charge (ASC).

 The ASC is determined by the Percentage of Annual Gross Revenues of the 
project.

 The ASC is subject to conventional tax phase-ins.

 The Annual Gross Revenue is based on rent.
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What are the benefits to PILOT? 

 Provides tax relief to developers and redevelopers. It reduces other costs.
 It gives developers and redevelopers certainty about some of their future costs.

 Helps to secure project financing.

 Helps attract commercial and residential tenants for their project.
 Note: Commercial in this bullet point is a general reference for development across the state.

 Benefits for the Township
1. Transformation of blighted properties. 

2. New tax ratables after the PILOT ends.

3. Boost to the local economy, if it is a mixed use development.

4. New jobs.

 The Township retains 95% of all PILOT proceeds. The County receives 5%.
 This helps cover the costs for Police, Fire, Emergency Squad, and Sewer charges. 5



How will this affect Chatham?
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 Based on the 2019 Average Residential Assessment of $815,000. The increase of the Township’s ratable base from the Dixiedale

Development would theoretically reduce the school portion of a resident’s property tax bill by $154.85.
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