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OL S Background Report On
The Senior Citizens and Disabled Persons Property Tax Deduction

INTRODUCTION

The property tax deduction provided to senior citizensand personswho are permanently and totally
disabled, currently in the amount of $250.00 annudly, isauthorized in the New Jersey Condtitution. Article
VIII, Section |, paragraph 4 of the Congtitution provides that senior citizens aged 65 years or older, or
persons lessthan 65 years of age who are permanently and totally disabled according to the provisions of
the Federd Socid Security Act, and their surviving spouses, shdl be entitled annudly to adeduction from
the amount of any tax hill for taxes on rea property in the amount of $250.00, provided that they meet
certain quaifications. They must be citizensand resdents of New Jersey, own and occupy their homes, and
have an annud income that does not exceed $10,000. The property tax deduction is subtracted from the
tota amount of the property tax bill of aqualified senior citizen, disabled person or surviving spouse.

HISTORY OF THE SENIOR CITIZENS AND DISABLED PERSONS PROPERTY
TAX DEDUCTION

The senior citizens and disabled persons property tax deduction was adopted by congtitutional
amendment on November 8, 1960. Origindly, it wasatax exemption, however, and not adeduction. As
adopted, it authorized the Legidature to enact laws exempting from taxation the first $800 of assessed
vauation of the homes owned by citizens and residents of the State age 65 or older. This exemption was
restricted to senior citizenshaving an annua income of $5,000 or less. Theamendment further required that
the exemption could not be clamed in addition to any other exemption to which the senior citizen might be
entitled.

Thisparagraph of the Condtitution wasfirst amended in 1963, to changethe property tax exemption
to aproperty tax deduction. Theamendment provided an $80 property tax deduction on homes owned by
senior citizens aged 65 or older who had an annua income of $5,000 or less.

A second amendment in 1970 increased the property tax deduction to $160 and alowed senior
citizens to caculate their annud income for determining digibility without including their Socid Security
benefits. Further, it required the State to reimburse each taxing district in an amount equd to one-hdf of the
tax loss to the taxing digtrict resulting from the granting of senior citizen property tax deductions.

A third amendment in 1971 excluded two additional benefits from the $5,000 annua income
limitation: benefitsfrom any other federa program or pursuant to any federal law which provides berdfitsin
lieu of Sociad Security benefits, or for persons not covered by Socid security; and pension, disability or
retirement programs of any date or its political subdivisons, for persons not receiving Socid Security
benefits. The amendment aso provided that the amount of the benefits excluded from the $5,000 income
limitation would not exceed the maximum amount of benefits dlowed under Socid Security.
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A fourth amendment in 1975 extended the property tax deduction to permanently and totally
disabled persons and to the surviving spouses of senior citizens or disabled persons who received the
deduction during their lifetimes. The amendment aso alowed persons receiving this deduction to dso
receive a homestead rebate or credit provided by law.

A fifth amendment in 1980 increased both the amount of the annua deduction and the annua
income limit dlowable for digibility to receive the deduction. The amount of the deduction was raised to
$200in 1981, $225in 1982, and $250 in 1983 and in each year theresfter. The annua income limit was
raised to $8,000 in 1981, $9,000 in 1982 and $10,000 in 1983 and in each year theresfter.

A sixth amendment in 1984 alowed persons receiving the senior citizens and disabled persons
property tax deduction to aso receive the veterans property tax deduction smultaneoudy, if qudified.

This paragraph was last amended in 1988 to allow eligible shereholders of cooperatives or mutua
housing corporations to receive the senior citizens and disabled persons property tax deduction.

QUALIFICATIONS FOR ELIGIBILITY TO RECEIVE SENIOR CITIZENS AND
DISABLED PERSONS PROPERTY TAX DEDUCTION

The parameters of the senior citizens and disabled persons property tax deduction are established
by satute. A senior citizen or disabled person qudified to receive the property tax deductionisonewhoiis
acitizen and resident of New Jersey, who ownsand occupiesadwelling that ishisor her primary resdence,
and who has an annua incomethat does not exceed $10,000 per year. A qudified senior citizen must beat
least 65 years of age. There is no age limit for persons who are permanently and totally disabled. A
qudified surviving spouse is one who is unmarried, is a leest 55 years of age, and resides in the same
dwdling for which the deduction was originaly granted.

The senior citizen or disabled person seeking aproperty tax deduction under these Satutesmust file
an goplication with the municipa tax assessor or collector of the taxing digtrict in which the dwdling is
located. Therequired application form, State Form PTD, isavailable from the municipa tax assessor. (A
detailed listing of the qudifications that must be met appears in the Appendix to this report.)
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STATE COST OF SENIOR CITIZENS AND DISABLED PERSONS PROPERTY TAX
DEDUCTION

Article VIII, Section |, paragraph 4 of the Congtitution of the State of New Jersey, asamendedin
1970, requiresthe State to reimburse each taxing digtrict in an amount equal to one-haf of thetax lossto
the taxing district resulting from the granting of senior citizen property tax deductions.  The enactment of
P.L.1981, ¢.85 required the State to fully reimburse municipalities for 100% of the property tax revenues
logt by the granting of a senior citizens or disabled persons property tax deduction. An additiona
amendment resulting from the enactment of P.L.1997, ¢.30, increased to 102% from 100% the amount of
the State-required rembursement for each deduction granted. That amount provides a 100%
reimbursement of the amount of each deduction plus 2% of the amount of the deduction to ease the State
mandate resulting from municipa adminigrative cogts of providing the deduction. Effectively, the State
reimburses municipaities in the amount of $255 for each property tax deduction granted under the law.

The number of persons qudified to receive the senior citizens and disabled persons property tax
deduction has declined in recent years. The following chart represents the number of senior and disabled
persons qudified to receive a $250 property tax deduction since 1998, and the total amount of
reimbursements for these deductions issued to the State's municipdities, including the annud 2%
reimbursement for local administrative costs pursuant to P.L.1997, ¢.30. (Thesefigures, which represent
the certified numbers from the Divison of Taxation in the Department of the Treasury, include partia
reimbursements in cases where the senior citizen or disabled person became dligible partway through the
year.)

Total Amount of $250 Property

Number of $250 Property Tax | Tax Deductions Reimbursed to
Benefit Year Deduction Clams Municipdities
1998 129,959 $33,650,613
1999 121,168 $31,638,337
2000 112,176 $28,835,474
2001 104,147 $27,228,655
2002 98,873 $25,886,090
2003 95,475 $25,085,859
2004 93,459 $24,427,756
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2005 86,462 $22,207,664

APPENDI X

CRITERIA FOR ELIGIBILITY TO RECEIVE THE SENIOR CITIZENS AND DISABLED
PERSONS PROPERTY TAX DEDUCTION

Per sons Eligible for Deduction

N.JS.A. 54:4-8.41 dsates that State residents who are 65 or more years of age, or lessthan 65
years of age and permanently and totaly disabled, who resde in adwelling owned by them and who have
an annud income not in excess of the statutory limitation, shal be entitled, annualy, on proper claim being
made therefor, to aproperty tax deduction against the taxes assessed againgt thet property. Currently, the
amount of the annua deduction is $250, and the annua income limitation is $10,000.

Thesurviving spouse of aNew Jersey resident who at the time of death waslawfully entitled to the
deduction is €ligible to receive the same deduction as the deceased spouse, during widowhood or
widowerhood, and while a State resi dent and the resident of the same property for which the deduction was
origindly granted. The surviving spouse must be a least 55 years of agein order to receivethe deduction.

Eligibility
To qudify for the annud property tax deduction, a senior citizen, disabled person or surviving

spouse must meet requirements of citizenship, property ownership, resdency, income, timely application,
age or disability, and widowhood or widowerhood.



The Senior Citizens and Disabled Persons Property Tax Deduction
September 22, 2005

Page 6

Property Owner ship

An agpplicant must own the dweling for which the deduction is claimed on October 1 of the year
before the year for which the deduction is clamed (the "pretax year"). The ownership criteriaare met by:
an executory contract for the purchase of property; ownership of adwelling and the land on which it sits;
ownership of a dwelling stuate on land owned by another; shares held by resdents of mutual housing
corporations or co-operatives, property owned by a partnership of which the clamant is a member;
property held by aguardian, trustee, committee, conservator or other fiduciary for aclaimant; property in
which the daimant has a life etate, life tenancy or lifetime rights, or an interest arising from awill or from
Sate intestate laws where the claimant has legd title to the property individualy, jointly or asalife tenant.

Corporate property, and property in which the claimant has only an estate for aterm of years, a
leasehold interest or an interest of any other nature less than an estate in fee, isnot digible for adeduction.

Residency

A senior citizen or disabled claimant must meet residency requirementsas of October 1 of the pre-
tax year. A clamant must have been domiciled in New Jersey for at least one year immediately preceding
October 1 of the pretax year. Seasond or temporary residence, regardless of duration, does not
congtitute domicilefor the purposesof eigibility to receive the deduction. Additionaly, absencefrom New
Jersey for 12 months is consdered to be prima facie evidence of abandonment of domicile.

(A domicileisany place that a personregards as his or her permanent home. Proofs of domicile
include voter regidration, motor vehicle regigtration, driver's license and resdent tax return filing.)

The gpplicant must residein the dwelling house for which the deduction is claimed on October 1 of
the pretax year. (Dwdling house means the dwelling where the gpplicant makes his or her principd and
permanent home.) In the case of a surviving spouse, that person must continue to reside in the same
dwdling for which the deduction was originaly granted. The surviving spouse's property tax deduction will
aoply only to that dwelling.

A husband and wife, even if both are digible, are granted only one deduction for their principa
residence.

Income

An gpplicant must establish that his or her anticipated income from al sourcesfor the tax year for
which the deduction is claimed will not exceed $10,000 after excluding income under one of the following
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three income categories.

(1) Thefederd Socid Security Act and al of its amendments and supplements; or

(2) Any other federd government program or federa law which provided benefitsin whole or in
partinlieu of Socid Security benefits or for persons excluded from Socid Security coverage, including but
not limited to the Federd Railroad Retirement Act and federa pension, disability and retirement programs,
or

(3) Pengon, disability or retirement programs of any steate or its political subdivisonsor agencies,
for persons not covered under Socia Security, provided that thetota benefit excludableisnot in excessof
the maximum benefit excludable in smilar circumstances under Socid Security.

Income includes but is not limited to: sdaries, wages, bonuses, commissions, tips, and other
compensations before payroll deductions, dl dividends, interest, realized capitd gains, roydties, income
from rents, business income and, in their entirety, pension, annuity and retirement benefits.

Timely Application

Clamants must apply for the deduction on form PTD supplied by eech municipdity. Formsmay be
filed with the assessor from October 1 through December 31 of the pretax year, or with the tax collector
from January 1 through December 31 of the tax year. No application for a previous tax year isto be
permitted by the tax assessor, tax collector or governing body.

Age

A senior citizen must be 65 years of age or older as of December 31 of the pretax year in order to
qudify for thededuction. A surviving spouse must be at least 55 years of age on or before December 31 of
the pretax year, and must have been at least 55 at the time of death of the deceased spouse. Thereisno
qudifying age requirement to be met by adisabled person.

Permanent and Total Disability

"Permanently and totaly disabled”" meanstota and permanent inability to engagein any subgtantial
ganful activity, by reason of any medicaly determinable physica or menta impairment, including blindness,
as of December 31 of the pretax yesr.

Aggregate Senior Citizens and Disabled Persons Property Tax Deduction

The aggregate red property tax deduction from taxes levied on a dwelling may not be more than
$250. A clamant whoisaso aveteranisentitled to both the senior citizens and disabled persons property
tax deduction and the veterans property tax deduction. A clamant may aso receive ahomestead rebate,
NJ SAVER rebate or homestead property tax reimbursement provided pursuant to law.
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No Refund of Taxes Paid

No application for a previous tax year isto be permitted by the assessor, tax collector or local
governing bodly.

Application Processto Recelve Property Tax Deduction

Clamantsapplying for thededuction for thefirst timemust file Form PTD, "Clam for Redl Property
Tax Deduction on Dwelling House of Qualified New Jersey Resident Senior Citizen, Disabled Person or
Surviving Spouse,” with the assessor on or after October 1 and not later than December 31 of the pretax
year, or with the tax collector Between January 1 and December 31 of the calendar tax year. After
goprovd of the initid gpplication, damants must submit Form PD5, "Annud Pogt-Tax Year Income
Statement of Qualified New Jersey Resident Senior Citizen, Disabled Person or Surviving Spouse,” by
March 1 every year thereafter to retain the deduction.

A deduction, once granted, continuesin force from year to year without further gpplicationsaslong
asarecipient remainsdigible.

Specific questionsregarding the gpplication process and required supporting documentation, or the
apped s procedure available in the case of a denid of a property tax deduction, should be referred to the
municipa tax assessor or collector.

Prepared by:
Cindy Lombardi Hespe
Office of Legidative Services



