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Residents with high property taxes are adversely impacted by the state and local tax (SALT) deduction cap of
$10,000. The cap was part of the Tax Cutting Jobs Act (TCJA) that was enacted in 2017. Prior to TCJA,
individuals could reduce their taxable income by deducting either sales tax or combined property, state, and local
taxes without limitation. The SALT cap is disproportionately impacting homeowners in states with high property
taxes by limiting the benefit residents can receive from the deduction. Senior citizens are experiencing increased
property assessments and taxes, forcing some homeowners to forfeit their homes and migrate to lower tax
states.

While the cap on SALT is expected to expire at the end of 2025, some states are offering additional incentives
to property owners to effectuate long term change. Phil Murphy, the Governor of New Jersey, announced last
week that the state will offer property tax reprieve for senior citizens starting in 2026. NJ state has the highest
property tax in the US. Other high tax states include lllinois, New Hampshire, Connecticut, and Vermont. It's
possible that these states may follow NJ and introduce their own versions of property tax deduction plans.

Starting 2026, NJ homeowners that are age 65 and over and make less than $500k a year may receive up to a
50% property tax reduction for a maximum of $6,500. The purpose of the new legislation is to lessen the burden
on retired seniors who may feel pressured to relocate to more tax-friendly states and aims to incentivize retired
seniors to stay in NJ. Today the state offers tax relief to qualified seniors who make less than $150k annually.
Under the Anchor and Senior Freeze tax programs, $1,500 is available to offset property tax.

New Jersey is not the only state trying to woo retirees. Florida offers homestead exemptions of up to $50k on
the main residence to individuals 65 and older and does not tax withdrawals from retirement accounts. States
like Alabama, Nevada, Wyoming, and South Dakota also do not tax retirement account withdrawals. Seniors in
Mississippi are exempt from property taxes for up to $7,500 of the assessed value. Kentucky and Georgia offer
extra income tax breaks and deductions for seniors.

The purpose of senior tax relief is to help individuals afford to age where they’ve long called home. With the
new legislation and the expiration of SALT cap on the horizon, retired residents in New Jersey may now have a
reason to stay put and not flee to a more tax friendly state.
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