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Community and Regional Affairs

page: 44 sponsor: C & RA Subcommittee
component: Designated Grants

add 1,147.1 to the grants line for the following:
Association for Stranded Rural Alaskans in Anchorage for the
Anchorage visitors program 148.8; RurAL CAP for the Porcupine
Caribou Treaty 60.0; Denakkanaaga for a village elders program
70.0; Bering Sea Fisherman®s Association for fisheries
extension services 257.7; Association of Village Council
Presidents for a rural Alaska job referral and placement
office 87.7; Association of Village Council Presidents for the
Delta Goose Management Project 25.5; Fairbanks Native
Association for an employment services program 165.0;
Fairbanks Native Association for an economic development
program 85.0; Fairbanks Native Association for community
planning 40.0; Kawerak for an Early Childhood program 197.4;
Kawerak for the Bering Straits Elders Conference 5.0; Kawerak
for the Bering Straits Regional Stategy project 5.0.

page: 2 sponsor: Pourchot, Brown
component: Homeowner®s Property Tax Exemption

add 2,866.3 /"%
page: 4

component: Renters® Eguivalency
add 221.2 M2X>A»AdI(

( Funding at FY 87 revised level)

page: 94 sponsor: Brown
component: State Revenue Sharing
add 5,554.0 j
page: 96
component: Municipal Assistance

add 7.639.6

page: 14 sponsor: Wallis
Component: Head Start
add 347.1 to the grants line

page 38 sponsor: Wallis
Component: Organizational Grants

add the following intent:
It is the intent of the Legislature that Department request a
supplemental appropriation should any new city and/or borougn
form during fiscal year 1988.
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BILL SHEFFIELD, GOVERNOR

o POUJHBH
JNEAU ALASKA GBI
F COMMUNTITY & 11EGIONAL AFFAILHS PHONE (907) 4661707

OE BHAEBNE SUTE4AD

MUNICIPAL & REGIONAL ASSISTANCE DIVISION D FONE Oy rems oD

o POBX38
PHONE (Q07) 433475
o POBXX4l
April 14, 1987 h%53(937)4435437
o ROBXZD
H—O\E(E)DMZ-:}SB
Becky Goodman 0 E]%}AO.B—I\MNSI%RIJ\/IZJI
Senior Voice Héﬁ§§%4ﬂnm

Dear Becky: Eﬂ%ﬁ%ﬁ%&ﬁ%A

y: PHONE (907) 822245
As you requested, enclosed are the most current estimates of
reimbursement requests by municipalities under the $150,000 cap
in the Senior Citizen/Disabled Veteran Property Tax Exemption
Program. As you can see, increases in participation and
municipal millage rates have caused a slight increase in the
cost of the program in spite of the adoption of the $150,000 cap.

To date, the figures indicate the Tfully-funded 1level of the
Program will be just under $6,470, 0001 "After late"filings are
submitted, it seems clear the actual <costs will be extremely
close to our estimates from a year ago of $6,488,500. ~We
believe the <closeness of our estimate to these most recent
figures serves to lend additional <credibility to our cost
estimates under other suggested assessed value caps lower than
$i3JL, .Q0Q- Also enclosed, for your information, are those
projected estimates.

We hope this information 1is satisfactory for your needs, If we
can be of further assistance, please contact me.

Sincerely,

Michael W. Worley
State Assessor

Enclosures



SENIOR CITIZEN/DISABLED VETERAN
PROPERTY TAX EXEMPTION PROGRAM

FY 88 ESTIMATES

Municipalities FY 88
(Contacted 04/13/87) Program Costs
Anchorage $3,200,000
Fairbanks 874,700
Juneau 590,000
Kenai 500,000
Ketchikan 375,200
Kodiak 110,000
Mat-Su 481,900

$6,132,000

FY 88 6,132/000 2_38% increase

FYy 87 5,989,379

Remainder

of Municipalities”""

FY 87 Actual: $328r#tfb

FY 88 Projected”$328, 900 x 102.38% « $

FY 88 Tota/ Program Costs

$6,132,~0 + $336,700 =/ &6,468.700

Fy 87 Actual
Program Costs

$3,266,668
791,462
527,693
531,123
269,647
73,526
529,260

5,989,379



STATE TAX POLICY OPTIONS
FOR THE ELDERLY:

A GUIDE FOR AGING ADVOCATES

May 1985

Daniel A. Quirk, Executive Director
Diane E. Justice, Project Manager

Terry T. Nixon, Program Associate

National Association of State Units on Aging
600 Maryland Avenue, S.W.
Washington, D.C. 20024

This project was supported, in part, by award number 90AMO0O070/01, from the
Administration on Aging, O ffice of Human Development Services, Department
of Health and Human Services, Washington, D.C 20201. Grantees undertaking
projects under government sponsorship are encouraged to express freely their
findings and conclusions. Points of view or opinions do not, therefore,

necessarily represent o fficial Administration on Aging policy.
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PREFACE

A project examining state efforts to assist the elderly
through the tax structure was begun in April 1984 by the
National Conference of State Legislatures (NCSL) and the
National Association of State Units on Aging (NASUA) under a
grant from the Administration on Aging, U.S. Department of
Health and Human Services. Although it was assumed that every
state did indeed provide tax benefits to the elderly, there had
not been any systematic compilation of information on these tax
provisions for use by state legislators, other policymakers, and
older people.

This project resulted in two major, complimentary
publications. The first, State Tax Policy and Senior Citizens:
A Legislator®s Guide, published by NCSL; i* written primarily
for an audience of state legislators and their staff. This
guide, State Tax Policy Options for the Elderly: A Guide for
Aging Advocates, is written primarily for use by older persons
and other aging advocates.

In carrying out this project, NCSL administered a survey to
legislative staff in all 50 states and the District of Columbia
to obtain information on state tax policy provisions. The
survey included questions pertaining to key provisions of tax

policies, program participation, and the amount of benefits

vii



distributed. Information on specific state tax provisions
Included in this guide is based upon the findings of NCSL's
work. In addition, NASUA administered a survey to state units
on aging to identify the composition of the aging advocacy
structures in each state and to learn of their activities in
relation to state tax policy. Information included in Chapter
One on the demographic characteristics of older people was
largely obtained from Developments in Aging, U.S. Senate
Special Committee on Aging.

Many individuals contributed to this project including
those who completed the surveys used to collect information
for the publications and those who participated in project
advisory and review committees. Mitchell Zahn and Stephen Gold,
both of NCSL, were responsible for the overall administration of
the project and greatly contributed to the information included
in this gquide on specific state tax provisions. Joy Johnson
Wilson, also of NCSL, was instrumental in the initial design and
development of this project. Gregory Merrill, American
Association of Retired Persons, was very helpful in providing
information for inclusion in Chapter Four of this guide.
Finally, this guide could not have been published without the
skillful production expertise of Cindy Wellons and Jacqueline

Jones.,

vili



INTRODUCTION

The political, social, and economic agendas of older
persons are as varied and complex as those of any other age
group within the population. There are, however, unique aspects
to growing old which distinguish the elderly from their
younger counterparts. Retirement from the work force, be it
voluntary or mandatory, 1invariably results in a decrease 1in
income level. There is a definite correlation between age and
health status requiring increased expenditures for the elderly.
The need for social services to maintain independence greatly
increases with age.

Since 1935 and the passage of the landmark Social Security
Act, public policies have been developed at the federal, state,
and local levels to help ensure that older persons live their
later years with 1independence and dignity. In housing, health
care, employment, transportation, and social services a vast
array of programs have been established to assist older persons.
Also, a network of state and area agencies on aging has been put
in place to provide advocacy, planning, coordination, and ser—
vices for older people throughout the country.

Central to the well-being of older persons and their

ability to continue to contribute to the economic and social



life of the nation is their 1income level. Social Security,

continued employment, private and public pensions, the Supple—

mental Security Income program,

and food stamps are major

sources of 1income support for the aged. These sources, however,

for most older persons do not compensate for the loss of income

due to retirement from the work

force. For that reason, the

federal and state governments have enacted tax provisions to

benefit older persons and thus increase their discretionary

income levels.

The types and forms of these tax provisions in federal and

state law are often complex and difficult to understand. This

guide 1is intended to provide aging advocates and older persons

themselves with a brief overview and explanation of the differ —

ent kinds of tax policy options

benefit older persons.

in the states which do and can

The guide begins with some descriptive information on the

economic status of older persons
various tax policy options which

states. Chapter Three discusses

. Chapter Two discusses the

have been adopted by individual

the current status of statewide

advocacy on behalf of older persons as well as a brief descrip-—

tion of the advocacy and service

network of state and area

agencies on aging. The concluding chapter provides some 1insight

on how to understand and access
it relates to tax issues or any

advocates.

the state legislative process as

other 1issue of concern to aging



CHAPTER ONE

OLDER PEOPLE: UNIQUE CHARACTERISTICS, DIVERSE NEEDS

This chapter provides a brief overview of the economic

status of the older population in the United States. It begins
with some basic demographic information and provides data on
those characteristics, often unique to the elderly, which 1impact
on the aged"s economic status: health, housing, Uliving arrange —
ments, as well as income levels and sources. Finally, informa—
tion 1is included on major subgroups of the older population

which have very unique characteristics and needs: women, minori —
ties, and the oldest of the old.

Why begin a guide to state tax policy for the elderly with
demographic and economic data? It has been said in this highly
technical society 1in which we live that information 1is power.
Whether one agrees with this statement or not, it has always
been the case that responsive, equitable and effective public
policy can only be developed when decision makers have accurate,
timely, and well documented information. Deciding on whether to
provide tax benefits for the older population, what kind of
benefits, and for which subgroups of the older population are
always complex and often controversial decisions for policy—

makers. Aging advocates must begin with the capability to



articulate the needs of the older population for tax relief.
This chapter 1is intended to provide a basic economic guide for
older persons and aging advocates on the economic status of the
elderly.

All of the data provided here are by nec ssity national 1in
scope. In addition to utilizing this comprehensive information,
it is imperative for those working at the state and local levels
to document specific demographic and economic data on the

elderly 1in their respective states, counties, or cities.

GROWTH OF THE AGING POPULATION

Each year, the number of persons 65 years of age andolder
increases. Today, there are as many Americans 65 and over as
there are teenagers. In the last two decades the 65 plus

population grew twice as fast as the rest of the population:

0 In 1960, the 65 plus population numbered about 16 1/2
million persons, or 9.2 percent of the total popula-—
tion. In 1983, there were 27.4 million persons over
the age of 65, about 11.7 percent of the total U.S.
population.

o Between 1960 and 1980, the entire U.S. population grew
by 26 percent, in contrast to the 65-74 year old
population which 1increased by 41 percent, the 75 to 84
year old population which increased by 67 percent, and
the 85+ population which experienced a 142 percent
increase.

o By the year 2030, there will be about 65 million per—
sons over the age of 65, representing 21.1 percent of
the total U.S. population.

o Of the 27.4 million older population in 1983, 16.4
million were older women. As a result there were about
149 women for every 100 men. For persons 85 and older,
there were 241 women for every 100 men.



Older women will continue to live longer than older men.
Those women who had their sixty-fifth birthday in 1980
can expect to live until age 83. Men, on the other hand
who had their sixty-fifth birthday 1in 1980 can expect to
live 14.02 more years or until age 79.

Over the last decade the minority elderly population
grew faster than the elderly white population. For
example, between 1970 and 1980 the older white popula-—
tion increased by about one fourth while the older black

population grew by about one-third.

INCOME LEVELS

Whi

le the older population can be found on all levels of

the economic ladder, they are more heavily concentrated at the

lower level than any other segment of the population. Some

older people had low incomes before reaching old age. Others

become poor in later life, most times due to factors beyond

their control, e.g., exit from the work force, poor health or

death of a spouse.

POVERTY

The

In 1981, the median income for older men was $8,200,
compared to $ 21,000 for men below age 50.

Of all persons over the age of 65 1in 1981, approxi—
mately 75 percent had yearly incomes below $10,000. of
the nonelderly, 42 percent had such 1incomes.

Minority older persons have even lower incomes. In
1981, the median income of elderly black men was
$4,900; elderly black women, $3,500; and for elderly
white men, $8,600.

Persons 65 and older 1living alone are likely to have

even lower 1incomes. In 1981, the median 1income of those
living alone was $5,134.

RATES

overall economic status of older people has improved



over the last 25 years and the proportion of older persons
living in poor households decreased from 35 to 15 percent. In
large measure the decline in poverty among the elderly can be

attributed to the establishment of cost of living adjustments 1in

Social Security payments. However, Jlarge numbers of older

people still remain in poverty.

0 In 1981, one out of every seven older persons lived in
poverty, compared to one 1in four 1in 1970, and one 1in

three 1in 1959.

0 In addition 24 percent of the elderly have 1incomes below
125 percent of the poverty level.

o Within the elderly population, women, minorities, those
persons Jliving alone, those over age 75, those not
married, and residents of small towns and rural areas
have the highest rates of poverty. In addition over 30
percent of those who had only Social Security income 1in

1981 were 1in poverty.

o In 1982, the poverty rate for elderly white men was
about 8.3 percent, compared to 17.5 percent for elderly
white women, 31.8 percent for older black men, and
42.4 percent for elderly black women. Elderly black
women were five times as likely to be 1in poverty than
elderly white men.

HOUSING

Many argue that because almost three-fourths of all persons
over the age of 65 own their own homes, they have comparable
assets to nonelderly persons. Equity 1in a home, however 1is not
readily changed into cash 1income. Equity in a home puts many
older people in the category of being "house rich, but cash

poor."

0 Six out of every 10 older homeowners have incomes below
$5,000.



o Although the majority live in houses that are physically
satisfactory, there are major differences among the
elderly. Single older men who Ilive alone, for example,
are more likely than any other group of the older
population to live in defective housing (21 percent).
The percent 1is higher for poor hispanic males living
alone, black males who live alone, and families where
there 1is a black female head of household.

0 A 1979 Housing and Urban Development (HUD) housing
survey showed that almost 50 percent of all elderly
homeowners 1live in homes that were built before 1939.
The median value of a house built in 1939 or earlier was
$35,000. The resale value for housing built in 1970 or
later was $62,200. Only 8 percent of all older home—
owners live 1in homes built after 1969.

o Elderly renters, in particular, are likely to spend a
significant percentage of their income on housing.
According to the U.S. Senate Special Committee on Aging,

the median rent of an elderly woman 1living alone
represents almost 50 percent of her income.

LIVING ARRANGEMENTS

By 1980, the number of persons 65 and older 1living alone
had increased to approximately 30 percent of the older popula-—
tion, up from 14.4 percent 1in 1950.

o The average size of an elderly household 1is 1.5 persons,
compared to 3.4 persons in a nonelderly family.

o VLiving arrangements of older women and men are quite
different. Of the 7 million older persons who lived
alone in 1982, most were women.

o Only a third (37 percent) of older women live 1in
husband-wife households, compared to 75% of older

men.

o The percentage of older women who live 1in husband-

wife households decreases after age 75. Sixty-five
percent of all men 75 and older 1live 1in husband-wife
households. Only 1 out of every 5 women over age 75

live in similar households.



HEALTH CARE COSTS

In recent years the elderly have been forced to pay more
their fixed incomes on necessary health care. Unfortunately,
the current rate of inflation 1in health care costs will force

the older population to pay even a larger percentage of their

personal incomes on health care in the future.

0 In 1983, health expenditures 1in all sectors-hospital

of

services, physician services and nursing home care-in-—

creased at rates three times that of inflation 1in
general economy.

0o Older persons spent on the average 15 percent of their
income (or $1,550) on health care. This percentage

and

to the

expected to increase to 17 percent ($2,892) by 1993
19 percent ($4,637) by the year 2000.

o Older persons now spend the same percentage of their
personal income on health care as was spent prior
enactment of Medicare. This is due to: (1) an escala-—

tion in health care costs that over the past ten years

has been 3 times greater than increases in the consumer

price index, and (2) increases in cost sharing for

Medicare recipients through higher premiums, deductibles

and co-payments.

o0 Per capita health care expenditures for nonelderly

persons in 1981 were $828. Per capita health care

expenditures for elderly persons were $3,140 (over

three times that of the nonelderly).

OLDER MINORITIES

Those who are old, poor, and a member of a minority group

are faced with "triple jJeopardy".

0 Minority older people are set apart from the rest of the

older population because of poorer health, shorter

expectancy, lower levels of education, high levels
encoun—

poverty and near poverty, and the probleir., often
tered in obtaining necessary services.

life



o Many older Americans did not become poor until they be—
came old. Large numbers of elderly blacks and other
minorities have 1lived in poverty all their Ilives.

0 In 1981, the median 1income level for older white men was
$8,600 and $4,900 for older white women, 1in contrast to
$4,900 for older black men and $3,500 for older black
women.

0 In 1982, 38.2 percent of all older blacks and 26.6
percent of all older persons of Hispanic origin
lived 1in poverty, compared to 12.4 percent of all
older whites.

o Upon retirement, the minority elderly receive lower
benefits from Social Security than older whites. This
is due in part to a lifetime of discrimination 1in em—
ployment opportunities.

THE OLD OLD: SPECIAL NEEDS

By 1983, the population between the age of 75 and 84 was 11
times larger and the population over the age of 85 was 20 times
larger than they were 1in 1900. In 1983, there were over 8 1/2
million persons between ages 75 and 84, and about 2 1/2 million
over age 85. By the year 2050, the 85 plus population will
increase from 1 to 5 percent of the total population.

o The old-old are likely to suffer from chronic health
conditions, have some functional Ulimitations, and
are likely to be dependent to some degree on family,
friends, and other support systems in their communities.

o The old-old are likely to have significantly lower
incomes than the "younger" elderly. In 1980, the
median 1income of persons 55-61 years of age was approx—
imately $12,000, compared to $3,920 for persons 73 and

older.

o0 The percentage of persons with 1incomes below the poverty

level 1is greater for the oldest of the ol . In 1982, 14
percent of all older people had incomes balow the
poverty level. However, the poverty rate was 17.4

percent for those between 75 and 84 and 21.2 percent for
those age 85 and over.
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CHAPTER TWO

STATE TAX POLICIES BENEFITING THE ELDERLY

This chapter 1is intended to provide older persons and other
aging advocates at the state and local level with a brief and
non-technical overview of the different tax policy options for
the elderly available to federal, state and local governments.
The goal of these various options is always the same - to
enhance the economic self-sufficiency of the older population.
At the same time, the types and forms of these tax benefit
provisions are varied and often complex. The following major
types of tax incentives for older persons are the focus of this
chapter: property tax, personal income tax, sales tax and
dedicated revenues for aging programs.

All states use some form of tax policy to provide benefits
to their older citizens. In deciding which tax benefit provi—
sion to support, however, it is very important for older persons
and other aging advocates to keep in mind that each provision
has certain advantages and disadvantages to different segments
of the older population. At the same time, support for main—
taining or expanding tax benefits must always be considered 1in
the broader context of a state, county, or city"s policy agenda.
What makes sense in one place may not be feasible or appropriate

in another. Each jurisdiction has 1its own unique social,



economic and political milieu which impacts on the always
difficult decisions of policymakers on how to collect public
resources, and how to spend them for the good of the entire
population.

There are a number of key questions that older persons and

aging advocates need to ask themselves before deciding to
support tax benefits as a means to enhance their economic
self-sufficiency.
0 Is tax relief the most effective and administratively
efficient way to rrovide 1increased 1income to older

persons?

0o Does tax relief provide an equitable mechanism to target
assistance to those older persons most 1in economic need?

0 Is tax relief more acceptable to older persons and
policymakers as a means of providing benefits 1in

contrast to more traditional 1income maintenance
programs?

0 Is tax relief or a direct expenditure program the most
appropriate means of helping the elderly?

o What is the 1impact of a tax relief provision on the
overall budget and revenues of the state, county or

city?

o0 Should older persons be treated differently than other
low-income population groups?

IT the decision is made to pursue tax benefits as a means
to enhance the economic self-sufficiency of older persons, there
are additional questions which responsible advocates need to ask

themselves:

o Which current tax provisions have the most negative
impact on the economic well being of older persons?

10



0o How do the various tax relief options 1impact on the
subgroups of the older population, e.g., renters,
homeowners, Jlow-income, moderate 1income, private pension
holders, etc?

o Which tax relief options more effectively target
benefits to those most in need of economic support?

Finally, since states currently provide a wide range of tax
benefits to the elderly, the most appropriate policy course for
aging advocates in most instances will be to fine tune existing
provisions. In this regard, the issue of expanding assistance
to those most in need may often be the central focus of an
advocacy effort.

This chapter provides an overview of the major types of tax
policies adopted on behalf of older people. These legislative
approaches can be categorized into four major areas: property

tax, personal 1income tax, sales tax and dedicated revenues.

PROPERTY TAX

The three major forms of federal, state and local taxation
directly affecting individuals 1include the property tax, the
personal 1income tax, and the sales tax. Advocates promoting
state policies designed to alleviate the effect of taxation on
older persons traditionally have focused on property taxes. At

t

the same time, a variety of measures have been enacted at the
federal and state levels which provide for specialized benefits
to older persons through the 1income tax structure. However, for

a number of reasons, both policymakers and older people have

most 1intensely debated the 1impact of property tax.

11



The property tax 1is an important mechanism for raising
revenues to support public services. It is the primary vehicle
used by 1local governments to support important public responsi—
bilities such as police and fire protection, education, health
and social services, public transportation, maintenance of
streets, etc. Raising revenues based on individual property
values provides a balance to raising revenues based on 1income
through the 1income tax, and based on personal expenditures
through the sales tax.

Yet at the same time, property taxes are considered regres—
sive, particularly due to their 1impact on lower 1income house —
holds. For the low and moderate income elderly, property taxes
can be especially burdensome. While many older people have
property assets, they are faced with significant reductions in
income due to departure from the work force. Their ability to
pay property taxes therefore, 1is reduced.

States have responded to these dilemmas by enacting a
variety of programs designed to provide property tax relief to
older parsons, as well as to younger persons with Jlow and
moderate incomes.

The most common programs which provide property tax relief
are the homestead and circuitbreaker programs. Other fre—
qguently used property tax relief measures are renters credits
and deductions and tax deferral programs. Less common are
property tax freeze programs. Table 11-1 provides an overview

of all property relief measures used by states.
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TABLE 11-1
Property Tax Relief Mechanisms Employed by States: 1985
States Homestefid Exemption Circuitbreaker Renter Credit Deferrs
or Credit

All Ages Seniors Only

NeEngland

Connecticut S
Maine S
Massachusetts X X A S
New Hampshire X S
Rhode 1Island S
Vermont A

Mid Atlantic

Delaware X
District of
Columbia X A A
Maryland A
New Jersey(a) X X A (a)
New York X A
Pennsylvania S

Great Lakes

Illinois X X s S
Indiana X X A

Michigan A S
Ohio X X S

Wisconsin(b) X A A

Plains

lowa X S A
Kansas A

Minnesota X A

Missouri S

Nebraska(c) X X S

North Dakota S

South Dakota S

Southeast

Alabama X X

Arkansas S

Florida X X A
Georgia X X S
Kentucky X

Louisiana X

13



Mississippi X X

North Carolina X

South Carolina X

Tennessee X S
Virginia X S
West Virginia X S

Southwest

Arizona X S A

New Mexico X S

Oklahoma X S

Texas X X S
Rocky Mountain

Colorado X S S
ldaho X S

Montana X S

Utah X S S
Wyoming X X

Far West

Alaska(d) X X S S(d)
Cali fornia X S A S
Hawai i X X A

Nevada S

Oregon X A A S
Washington X S
Source: NCSL Survey

Notes:

X =Denoteshomestead exemption or creditprogram.

S =Programis for senior citizens only.

A =Programincludes persons of all ages.

a. New Jersey: Senior citizens receive a greater renter credit benefit
than do persons under age 65.

b. Wisconsin: The Wisconsin circuitbreaker is known as the "Homestead
Exemption"™ program. The property tax/renter credit, which reimburses
taxpayers 10 percent of property taxes paid (or the property tax
equivalent for renters) 1is the statel” homestead and renter credit
program. In addition, Wisconsin passed legislation 1in 1981
authorizing a property tax deferral program for senior citizens, but
never implemented it because revenue bond financing was not feasible.

C. Nebraska: AlIl homeowners 1in Nebraska receive a homestead exemption.
In addition, senior citizens receive an additional exemption that
varies according to income, much like a circuitbreaker.

d. Alaska: Senior citizens may defer specialassessments. They are

from exempt all property taxes.
14



It is appropriate at this time to provide definitions for
those tax relief programs discussed throughout this section. In
addition, brief information will be provided on the characteris—
tics and benefits of each. Homestead exemptions and circuit-
breakers are the most utilized and provide the greatest relief

to older people. Therefore, they will be discussed first.

HOMESTEAD EXEMPTIONS AND CREDITS

A homestead exemption is a property tax relief progranm
which provides financial relief to residential property tax-—
payers. Homestead exemptions, in their usual form, function by
exempting a certain amount of the assessed value of one"s
property from taxation, and are granted before the property tax
bill 1is computed. Homestead exemptions offer the same amount of
financial relief to all homeowners who are eligible, regardless
of their 1income level. Although a homeowner®s income may be
used to determine eligibility income is not used to compute the
amount of relief received. Unlike circuitbreakers, which may
include benefits to renters, homestead exemptions are for
homeowner®s only.

It is important to note that since states assess property
in different ways, the amount of property tax relief provided
will vary. Whereas one community may assess property at its full
market value, another may assess it at a portion of its market
value. Therefore, in comparing exemption amounts across states,

it is important to know how property 1is assessed. If property
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is assessed at some fraction of 1its market value, the effect of
an exemption will be greater 1in comparison to that same exemp—
tion applied to assessments at full market value.

A homestead credit 1is the amount subtracted from the total
property tax bill. In most states, the credit 1is for tax on
a certain portion of the assessed property value.

As of December 1984, 37 states and the District of Colum—
bia had homestead programs. As is shown on Table 11-2, 13
states limit participation 1in the program to the elderly (in
many of these, disabled persons are eligible). In 24 states and
the District of Columbia participation 1is not limited by age;
however 13 of these states provide greater benefits to older
persons. Table 11-3 describing homestead exemption and credit
programs also notes how the programs are financed. If the
program is state funded, localities are reimbursed by the state
for the costs of providing the exemptions. If the program 1is
financed locally, communities will be likely to increase tax

rates to compensate for the costs of the exemptions.

CIRCUITBREAKERS

The circuitbreaker is another form of property tax relief.
It contrasts with a homestead exemption or credit in that the
amount of relief depends on both income and the property tax
bill. It receives 1its name from its electrical namesake,
which shuts off electric flow when the system is overloaded.

When property taxes exceed a specified percentage of 1income, the

16



TABLE 1I--2

Homestead Exemption and Credit Programs: 1985

State Description

No age restrictions (11 states and the District of Columbia)

Arizona Credit for 56 percent of schoolproperty taxes.
California Credit for tax on $7,000 ofassessedvaluation.
District

of Columbia $9,000 exemption.

Idaho Exemption of $50,000 or half of assessed valuation,

whichever is lower.
lowa Credit for tax on $4,850 of assessed valuation.

Louisiana Credit for tax on $7,500 of assessed valuation
(equivalent to $75,000).

Minnesota 54 percent credit for tax on first $67,000 of
market value up to $650 maximum.

New Mexico $200 exemption (equivalent to $600).
Ohio Credit for 2-1/2 percent of tax.
Oklahoma $1,000 exemption (equivalent to $8,333);

additional exemption if income under $8,500.

Oregon Credit for 30 percent of tax (maximum $170 in
1984, higher 1in previous years).

Wisconsin Credit for 10 percent of tax.

Senior citizens receive a larger exemption or credit than others

(13 states).

Alabama(a) All households: exemptions of varying amounts
by different categories of local government.

Seniors: complete exemption from state tax and
additional exemption if income under $12,000

Alaska All households: varying amounts, at option of
municipality.

Seniors: complete exemption.
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Florida

Georgia

Hawai i

I1linois

Indiana

Massachusetts

Mississippi

Nebraska

All households: $25,000 exemption.

Seniors: additional $10,000 exemption from taxes
levied by counties, cities, and special districts.

All households: $2,000 exemption (equivalent to
$5,000).
Seniors: $4,000 exemption (equivalent to $10,000)

for general property taxes and $10,000 exemption
(equivalent to $25,000) for school taxes 1if income
under $8,000.

All households: $20,000 exemption.

Seniors: $40,000 exemption if age 60 to 70;
$50,000 if age 70 or older.

All households: exemption up to $3,500
(equivalent to $21,000 1in Cook County and
$10,500 1in other counties) for increase in
assessed valuation since 1977.

Seniors: additional $2,000 exemption (equivalent
to $12,000 in Cook County and $6,000 1in other
counties).

All households: credit for 4 percent of property
tax liability (effective 1in 1986).

Seniors: $1,000 exemption (equivalent to $3,000)
if income under $10,000 and assessed valuation

under $11,000.

All housholds: local option exemption up to 10
percent of average assessed value 1in locality.

Seniors: local option exemption varying according
to household cirucumstances.

All household: varying exemption amounts based on
value of property.

Seniors: additional $7,500 exemption (equivalent
to $50,000) effective 1in 1986.

All households: $3,000 exemption.
Seniors: additional $7,000 - $35,000 exemption if

income is less than $10,400 (formula similar to a
circuitbreaker).
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New Jersey(a) All households: credit depending on assessed

valuation and tax rate. State

Seniors: additional $50 credit. In addition,

another $250 credit 1is given to elderly households

with 1incomes under $10,000. State
Texas(a) All households: local option exemption up to 30

percent of market value. Local

Seniors: $10,000 exemption for school taxes and

local option additional. Local
Wyoming All households: credit depending on assessed

valuation and tax rate. State

Seniors: additional refund for low-income senior

citizens that varies. Payment also represents a

portion of sales tax paid and a rebate of home

utility costs. State

Only for senior citizens (13 states).

Colorado(a) Total exemption for seniors with incomes within

150 percent of limits prescribed for occupants

of nearby low-rent public housing. Local
Delaware $5,000 exemption if income under $3,000. Local
Kentucky(a) Exemption of $7,500 1in 1972 dollars, amount

increased annually for inflation (1984 exemption

was $15,000). Local
Montana(a) Varying amount based on income (but different

than the state"s circuitbreaker program). Local

New Hampshire $5,000 exemption if income under $5,000 and
assets under $35,000; additional 1local option

exemptions. Local
New York Local option to exempt up to 50 percent of
assessed value 1if low-income senior citizen. Local
North
Carolina(a) $8,500 exemption if income under $9,000. Mostly
Local
South
Carolina(a) $20,000 exemption. State
Tennessee(a) $12,000 exemption if income under $8,500 State
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Utah(a) Local option to abate up to the lesser of
50 percent of taxes assessed or $300 for senior
citizens with 1incomes under $7,500 1if single

or $8,000 if married. Local
Virginia(a) Local option to totally exempt property of
senior citizens with 1incomes up to $18,000 Local

Washington(a) Exemption from all special levies if income
under $15,000; $20,000 exemption or 30 percent
of value of residence up to $40,000, whichever
is greater, from regular levies 1if income under
$12,000; $25,000 exemption or 50 percent of
value of residence, whichever is greater, if

income 1is below $9,000. Local
West
Virginia $20,000 exemption. Local
Source: NCSL Survey; and ACIR, Significant Features of Fiscal Federalisn

1983-1984 Edition.
Notes:

This table does not include programs restricted to special groups, such
as widows and veterans. Most states have programs for veterans.

In states where assessments are set by law at less than full market value,
the amount of market value exempted 1is shown 1in parentheses. Property often 1is
assessed at less than the level prescribed by law, however, and the actual
value of exemptions may be understated.

a. Disabled persons are given the same benefits as senior citizens.
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circuitbreaker overrides the property tax levy, and rebates the
excessive payment to the taxpayer. Benefits are structured,
generally, so that as 1income rises, the amount of benefit falls.

In addition, circuitbreakers can be structured to provide
renters with benefits, with the rationale that part of a rent
payment 1is attributed to the landlord"s property tax obligation.
Renters generally have lower incomes than homeowners. This
approach car. help target benefits to low income persons.

As of December 1984, 30 states and the District of Columbia

have 1in place some type of circuitbreaker program that provides

relief to residential property taxpayers. Renters are eligible
for relief in 25 of these programs. Most circuitbreaker pro-—
grams are limited to senior citizens. Of the 31 programs,
however, nine are open to the general population. While the

programs in the District of Columbia, Michigan and Minnesota are
applicable to persons of all ages, they provide greater relief
to older people than to the general population. Additionally,
17 states and the District of Columbia have both a homestead
program and a circuitbreaker program.

By design, circuitbreaker programs can target property tax
relief based on some measure of need for assistance. Factors
which must be considered include the extent to which benefits
will be restricted to low and moderate income persons through
setting an upper income limit on participation; the maximum
amount of benefit available; and the relationship between

benefit levels, 1incomes and amount of property tax due.
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There are two general ways to design circuitbreaker pro-—
grams. Some states have structured their programs so that a
percentage of an individual®s property tax payment is rebated,
with the percentage decreasing as 1income rises. Other states
define a percentage of income which will be devoted to property
tax; amounts over that percentage qualify for relief.

Circuitbreaker programs are an important mechanism which
states can use to target relief to older persons with below
average incomes. Table 11-3 summarizes key elements of each

state"s program.

RENTER CREDITS AND DEDUCTIONS

A renter credit or deduction 1is one means that several
states have pursued 1in order to eliminate the gap 1in the tax
system which favors homeowners (through the deduction of
interest on home mortgages and other tax breads, and through
property tax relief programs) States generally credit renters
with a percentage of rent paid. Although some programs 1impose a
maximum income eligibility criterion to participate, renter
credit programs differ from circuitbreaker programs (which can
include renters) in that the amount of the credit is not a
function of the taxpayer®s income. Usually persons of all ages
and 1income levels are eligible for assistance. At the end of
1983, there were nine states which offered renter credit prog-—
rams. States which offer the program are: Alaska, Arizona,

California, Hawaii, Indiana, Massachusetts, New Jersey, Oregon,
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Summary Statistics

State
All ages,
homeowners

and renters

District of

Property Tax

Rent Equivalent

Columbia(c) 15%
Kansas(c,e) 15
Michigan 17
Minnesota(f) Varies
New York 25
Oregon(h) 17
Vermont 20
Wisconsin 25
All ages,
homeowners;
only elderly
renters
Maryland(c) 15%
Only elderly,
homeowner-®s
and renters
Arizona Varies
California(c) i
Colorado(c) 20%
Connecticut 20
Illinois(c,h) 30
lowa(c) 25
Maine(c) 25
Missouri 20
Montana 15
Nevr.da 17
New Mexico 6
North Dakota(c) 20
Pennsylvania(c,h) 20
Rhode Island 20
Utah j
West Virginia 12

Elderly
homeowners
only

TABLE

of State Circuitbreaker

Income

Ceiling(a)

$20,000

12,800
80,000
40,000
16,000
17,500
25,000
16,500

None

$ 5,500

12,000
11,200
14,800
12,000
12,000
7,400
11,500
None
14,000
16,000
10,000
12,000
12,500
10,000
5,000
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11-3
Programs:
Maximum

Benefit/Taxes/or
Assessed Value

$ 750 ben

400 ben

1,200 ben
1,125 ben

250 (g)ben
750(h)/375(r)ben
500 ben

1,200 taxes

$1 ,200 (h)/7450 (r) ben

$ 413
32,640
500

ben
AV
ben
700 ben

700 ben

1,000 taxes

400 ben

500 taxes

400 ben

500 ben

250 ben
2,000(Ch)/7190(r)ben
500 ben

200 ben

300 ben

125 taxes

1983 and

Average
Benefit

$275 (d)
144
396
305

74
205
248
318

$351

$325 (d)
125
271
313
250
181
274
138
119
168

74
197
215
159
106

16

1985

Cost
per
Capita(h)

$16

$

3.

42

45.
1.

32

10.
17.

O WERPRNNREROIIODWOORADNPEO

.50 (d)
41
.03
17
33
.35
66
44

77

.24(d)
.28
.79
.16
.99
.27
.02
21
.30
.03
.48
.47
.16
.33
.68
.01



Arkansas $12,000 $ 250 ben $ 81 $1.13

Idaho(c) 12,300 400 ben 181 (d) 3.24
Nebraska 10,400 35,000 AV 463 16.08
Ohio(c) 15,000 5,000 AV 153 5.01
Oklahoma(c) 8,500 200 ben 90 .06
South 7,375 55% taxes 113 1.08

Dakota(c,k)
Source: NCSL Survey; and ACIR, Significant Features of Fiscal Federalism,
1983-84 Edition.
Notes:

The property tax rent equivalent and income ceiling amounts are 1985

data. Average benefit and cost per capita are 1983-84 data.

ben = Maximum benefit.

taxes = Formula uses a maximum tax amount to set the ceiling benefit.
AV = Formula uses a maximum assessed value to set the ceiling benefit.
h =Maximum benefit for homeowners.

r =Maximum benefit for renters.

a. When there are separate maximum 1income levels for single persons and
married couples, the amount stated in this table 1is for married couples.

b. Per capita cost was determined by dividing total benefits distributed
by the total state population.

c. Disabled persons receive the same benefits as senior citizens.
d. 1984 data.

e. Kansas: Persons under age 55 must have a dependent under age 18 to be
exiyiolt for circuitbreaker benefits.

f. Minnesota: Amount shown represents net cost of circuitbreaker program.
The amount of the circuitbreaker benefit is reduced by the amount of the
homestead credit benefit. Data are for 1981.

g. New York: The maximum benefit for senior citizens 1is $250; the maximum

benefit for all others is $45.

h. 1982 data.

i. California: Property tax equivalent 1is $250, regardless of amount of rent
paid.
j- Utah: For elderly renters, from 5 to 95 percent of rent paid is

reimbursed, with a decreasing portion of rent paid reimbursed as 1income
increases.

k. South Dakota: Cost figures also include states®"s sales tax refund to the
elderly.
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and Wisconsin. Most of the renter credit programs offer cre—
dits/deductions to the general population. In Alaska, however,
relief 1is only available to older people. Oregon®s progranm
has two parts: one for the general population and one for Ilow
income older people who pay a large percent of their income for
rent. Finally, although the programs in Hawaii and New Jersey
offer credits to the general population, they offer greater
benefits to older people.

Table 11-4 summarizes the key provisions of each of the

renter credit programs,,

PROPERTY TAX DEFERRAL PROGRAMS

Tax deferral programs permit older people to delay paying
some or all of their property taxes for a certain length of
time. The postponed taxes must be paid, however, either at the
death of the property owner or when the property 1is sold.
Generally, below market interest rates are charged on the amount
of the debt.

Property tax deferral programs can provide significant
relief to older persons at a fairly low cost since the state is
eventually reimbursed for the deferred taxes. Property tax
deferral programs can be particularly beneficial to elderly
homeowners with Ilimited 1incomes available to pay rising property
taxes. Despite this advantage, participation of older people 1in
these programs is limited. The decision to place a lien on

one"s home is often difficult and frightening to older persons.
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TABLE I1-4
Summary Statistics of State Renter
Credit and Deduction Programs: 1985
Number of
Minimum Households Average
State Age Program Description Participating Benefit
Alaska 65 Amount representing property 720 $290
tax payments rebated
Arizona None 5% of rent paid, up to $100 257.000 119
California None Income tax credit of $137 4.6 million 98
to married couples; $60 to
individuals
Hawai i None(a) $50 tax credit per exemption on 45,000 100
income tax
Indiana None $1,500 income tax deduction 400.000 45
Massachusetts None Income tax deduction for one- n.a n.a
half of rent, up to $2,500
New Jersey None(a) $65 tax credit; persons 65 and 680,1.24 68
older receive additional $35.
Oregon None Credit of 4.7 percent of rent, 325.000 81
up to $96 maximum
Wisconsin None Credit of 2.5 percent of rent 1.3 million(b) 96
paid if hear 1is not 1included;
2 percent if heat 1is included
Source: NCSL survey
Notes:
n.a. = not available
Program description for 1985. Number of participants and average benefit
are 1983 data.
a. Persons 65 and older receive additional benefits, as explained 1in the

program description.

b. Includes homeowners who

program.

receive

a homestead
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Table 11-5 summarizes key elements of such programs in
operation across the country. Seventeen states have property
tax deferral programs for homeowners. With the exception of

Washington, D.C., Florida, and lowa, all of the programs are

limited to older people.

PROPERTY TAX FREEZE

Property tax freeze programs exist in only three states,
Connecticut, South Dakota and Texas. Unlike some other tax
relief measures, freeze programs are only applicable to elderly
homeowners.

Many elderly people live on fixed 1incomes. When their
property taxes increase on a yearly basis, this takes away from
their ability to buy other needed household goods. One of the
unique benefits of property tax freeze programs is that once
taxes are frozen, older homeowners know exactly how much they
will have to pay for property taxes on a yearly basis.

However, unlike some other forms of property tax relief, it
is difficult to target benefits to those most in need. In

several states, these programs have been recently phased out.

PERSONAL INCOME TAX
The personal 1income tax 1is a major source of revenue for
the federal government and most state governments. Like the
federal tax system, most state income tax systems are progres—
sive. In a progressive tax system, tax rates rise as income

rises.
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Minimum

Age

Major
State
Alaska(b) 65
California 62
Colorado 65

District of
Columbia

Florida

Georgia(d)

Illinois

lowa(e)

Massachusetts

Michigan

New Hampshire

Oregon(f)

No

No

65

No

65

62

features

TABLE

Maximum Income

None

$34,000/%$24,000

None

$20,000

None

$15,000

$10,000

None

$20,000

$10,000

None

$17,500

of property tax deferral

I1-5

programs:

Amount of
Tax Deferrable

1984 (a)

Interest Rate

All special 0%

assessments

All Yield of state
investments over
comparable time

All 8%

Taxes 1in excess of Average U.S.

110 percent of pre— T-bill rate in

vious year"s tax bill previous year
Portion of tax that Average yield on
exceeds 5 percent of Florida state
applicant®s household pension fund
income. Local program.

Taxes levied on first Locally determined
$50,000 of homestead"s

assessed value

Up to 80 percentof 6%
taxpayer®s equity in—

terest 1in property

All 6%

Up to 50 percentof 8%
assessed value. Local

program.

Summer property taxes 0%

may be deferred until
February 15 of the follow-—

ing year without penalty
Up to 85 percentof
assessed value. Local
program.

All

28
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Tennessee

Texas
Utah
Virginia

Washingto

Source:

Notes:

65 $12,000 Taxes on first $60,000 10%
of appraised value, or on
first $50,000 of appraised
value 1in excess of 1979
value. Local option.
65 None All 6% plus one-time
8% penalty
65 $7,500(single) All 6%
$8,000 (marr ied)
65 $18,000-%$22,000 All. Local option. Locally determined
n 61 $15,000 Up to 80 percent of 8%
owner"s equity
NCSL survey

Kentucky and Maryland have property tax deferral programs that are
not included in this table because these programs are based on land-

zoning changes. This table highlights only those programs designed
to help people for whom property taxes represent a substantial
burden. Generally, these programs are limited to senior citizens.

In addition to the programs listed, Wisconsin passed legislation 1in
1981 authorizing a deferral option for senior citizens but never
implemented a program because the state was unable to receive revenue

bond funds to finance one.

Alaska: Senior citizens do not pay any property taxes 1in Alaska.
They are responsible for special assessments but may defer them.

California: Persons with incomes up to $24,000 may defer property
taxes, if first participating in 1984. Persons who deferred property
taxes prior to 1984 still may defer taxes if their incomes do not
exceed $34,000.

Georgia: The deferral amount 1is arranged locally with a lending
institution. The lending institution determines the rate of interest

on the deferred amount.

lowa: This is a local progranm. Counties are mandated to allow all
recipients of Supplemental Security Income to defer property taxes.
At their option, counties also may allow the aged or infirm to defer
taxes.

Oregon: Prior to 1984, there was no maximum 1income limitation for
deferral participation. Persons deferring property taxes prior to
1984 have been "grandfathered 1in" under the new provision and are not
required to have incomes under $17,500 to be eligible.
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Policymakers have used the income tax system to promote a
variety of objectives, in addition to raising needed revenue.
For example, homeownorship has been encouraged in this country
in part through incentives provided in the tax code (i.e.,
deductions for mortgage interest and property tax payments). In
addition, the personal income tax system has heen used to
encourage certain types of individual investment activities
through specialized treatment of capital gains and other
investment incentives. The personal income tax system has also
been used to enhance the economic status of older people.

Forty states and the District of Columbia have a broad
based personal income tax system. Seven states (Alaska,
Florida, Nevada, South Dakota, Texas, Washington and Wyoming) do
not impose a personal income tax. Three states (Connecticut,
New Hampshire and Tennessee) tax only limited categories of
income— interest, dividends, and/or capital gains. Therefore,
income tax provisions in these latter states can not be compared
to those in states which impose a broad-based income tax.

The income tax systems in those states with a broad-based
tax usually have provisions which are very similar to the
federal provisions. In fact, many states automatically incorp-
orate federal tax changes into their state tax code. Therefore,
in addition to highlighting state legislation benefiting older
people, this section will also identify parallel federal
provisions.
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Major 1income tax provisions specifically affecting the
elderly, which will be discussed 1in detail, 1include the treat—
ment of public and private pensions; treatment of social
security benefits; provision of extra exemptions and credits;
elderly 1income credit; child and dependent care credits; and tax
credits for energy expenditures.

Table 11-6 provides an overview of the benefits available

in each state.

PUBLIC AND PRIVATE PENSIONS

Taxation of pension income in the federal system depends
upon whether payments to the pension fund were made totally by
employers or whether they were financed 1in part by contributions
from workers. In those cases where payments were made totally
by employers, as 1is the case 1in most private pensions, the
pension income 1is completely taxable. In those cases where
individuals contributed to the cost of their pension plan,
taxation depends upon the amount of their contribution and the
time period in which the workers contribution has been paid
back 1in benefits. Once a beneficiary has received payments
which equal their contributions, the pension income 1is Tfully
taxable.

The rationale for making a distinction between income from
a contributory pension plan versus a noncontributory plan 1is
fairly simple. When an individual makes a payment to a pension

plan, he 1is using funds which are part of taxable 1income.



State Personal

State
New England

Maine
Massachusetts

Rhode Island(b)
Vermont(b)

Mid Atlantic

Delaware
Maryland

New Jersey
New York(f)
Pennsylvania

Great Lakes

Illinois
Indiana
Michigan (f)
Ohio
Wisconsin

Plains

lowa

Kansas
Minnesota
Missouri
Nebraska(b)
North Dakota(e)

Southeast

Alabama
Arkansas
Georgia
Kentucky
Louisiana
Mississippi
North Carolina
South Carolina
Virginia

West Virginia

TABLE 11-6

Income Tax Preferences For Senior Citizens: 1985

Pension
Income
Exclusions
Public Private

X
X X
X X
X X
X X
X X
X
X
X X
X
X
X
X X
X
X
X
X X
X X
X
X X
X X
X
X X
X
X

Full Exemption Additional

yjl Social Personal Family Elderly
Securi ty Exemption Care Income
Benefits or Credit Incentives Credit
X X CDD X
X X CDD
X CDD X
X CDD X
X X"
X X CDD
X X
X X CDD
X
X X
X X X
X X
X X (c) X
X X(d) CDD
X (d) XCDD
X CDD
X X (d) CDD
X CDD X
X
X
X X (d) CDD
X X CDD
X X (d) CDD
X X CDD X
X X
X X XCDD
X X CDD
X X CDD X
X
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Southwest

Arizona X X X XCDD
New Mexico X X X CDD
Oklahoma X CDD
Rocky Mountain
Colorado(f) X X CDD
Idaho X X X XCDD
Montana X X CDD
Utah X
Far West
California X X CDD
Hawai i X X X CDD
Oregon X X X(d) XCDD
District of
Columbia X X CDD

Source: NCSL Survey
Notes:

X = Denotes tax provisions senior citizens.

CDD = The provisions are modeled after federal and Disabled

Dependent Care Credit, with a credit or deduction

for ""employment-related”™ expenses. When an "XCDD"™ appears, there
are tax provisions for both child and disabled dependent care and
for the care of an elderly parent (or other senior citizen).

There 1is no personal 1income tax 1in Alaska, Florida, Nevada, South
Dakota, Texas, Washington, and Wyoming. Connecticut, New Hampshire,
and Tennessee tax only limited types of income. Although Alaska does
not have a personal income tax, persons who receive the federal Child
and Disabled Dependent Care Credit may apply for a state benefit,
equal to 16 percent of the federal credit.

Rhode Island, Vermont, Nebraska: These states calculate personal
income taxes as a proportion of the federal tax liability.
Therefore, provisions in the federal tax code are implicitly
recognized by thse states.

Ohio: The general population receives a personal exemption, but
senior citizens receive an additional personal credit.

Wisconsin, lowa, Minnesota, Arkansas, Kentucky, Oregon: These states
provide personal tax credits rather than personal exemptions.

North Dakota: Taxpayers may opt to compute their tax payments as a
proportion of federal tax liability or according to the state tax
code.

New York, Michigan, Colorado: These states provide credits for home
heating costs.
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Therefore, taxing benefits which are derived from those
contributions would result in a double taxation.
At the state level this same rationale can be applied to

differential treatment of public and private pensions. 1In

contrast to private pensions, about half of all pension plans
are contributory. In addition, about one fourth of state and
local governmental employees are not covered by social security
so there is some justification 1in those cases for excluding part
of pension 1income since social security benefits are largely
exempt from taxation.

In thirty-six of the states with a broad based income tax,
some portion of public pension benefits are excluded from
taxation. Table IT-7 provides a state-by-state summary of the
amount of public pensions which are exempt from taxation.

Eighteen states exempt a portion of other pension income
from taxation such as private pensions. Table 11-8 notes the
amount exempted 1in each of those states.

Recently policymakers have taken an increased interest in
examining the scope of tax free compensation which 1is provided
as fringe benefits to employees. Contributions made by employ—
ers on behalf of current workers for pension plans, health
insurance, and other benefits are not included 1in the worker"s
tax ""hie income. With employers continuing to expand their
fringe benefit packages as a percentage of total compensation,

additional tax revenue is lost to federal and state governments.



Exclusions

State

Alabama
Arizona
Arkansas
California
Colorado
Delaware
Georgia
Hawai i
Idaho
Illinois
Indiana
lowa
Kansas
Kentucky
Lou isiana
Maine
Maryland

Massachusetts

Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
New Jersey
New Mexico
New York

North Carolina
North Dakota

Ohio
Oklahoma
Oregon

Pennsylvania
Rhode Island
South Carolina

Utah
Vermont
Virginia

West Virginia

Wisconsin

Source: NCSL
(American

survey;

State

of Public
Income

and Your
Association

TABLE |I-7

State Pension

All(a)
All(a)
All(a)

0
$20,000 (a)
2,000 (@)

2,000
All(a)
(d)

All

0

All
All(a)
All(a)
6,000 (a)

0
(d)

All
10,000 (d)
11,000 (e)

All
All(a)
All (a)

0
10,000 (b)

3,000(a,b

20,000 (a)
All(a)

0

0
All(a)

All
All(a)

0

All

6,000

0

All
All(a)
All(a)
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Employee
Taxation:

Pensions
1984

Federal Pensions

ALL ()

$ 2,500

6,000
0
20,000
5 r000
2,000
AL

@
ALl

2,000 (c)
8,184 (c)
ALl (F)
4,000 (c)
6,000
0
(d)
All
10,000 (e)
11.000 (e)
5.000
0
3,600
0
10,000 (b)
3,000 (h)
20.000
3.000
5,000 (c)
0
4,000 (F)
3,400 (c)
All
0
1,200
6.000
0
(d,c)
16,000(e,f)
1,680 (c)

Retirement State Tax Guide

of Retired Persons: 1983 Edition)



Teacher®s retirement benefits are excluded to the same extent
as state retirement benefits.

More liberal treatment of benefits may apply in some cases.
These exclusions may be restricted or limited 1in some cases.

The maximum exclusion amount 1is set at the maximum Social
Security benefits payable minus the amount of benefits
received.

Amount of exclusion listed 1is for married couples filing
jointly.

Military retirees are treated differently. The amount of the
exclusion in Alabama 1is $10,000; 1in California, $1,000; 1in
Kansas, $2,000; 1in Oklahoma, $1,500; 1in West Virginia, all
military retirement benefits.
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TABLE 11-8
Exclusions Private Pensions from Income Taxation: 1984

Total (18 states) Amount of Pension Income Excluded

Up to $5,000

Delaware $2,000

Georgia 2.000 (must be at least 62)

Mississippi 5.000

Montana 360

South Carolina 1,200 (must be at least 65)

$5,000 to $10,000

Arkansas 6 000 in 1986 (lower amounts in earlier years)

Louisiana 6. 000 (must be at least 65)

Michigan 10,000 if married and filing jointly(a)

New Jersey 10,000 1if married and filing jointly(b) (must
be at least 65)

New Mexico 6,000 (c) (must be at least 65)

Utah 6,000 if 65; $4,800 if younger; joint filers
may each exclude $6,000 if 65 or $4,800
if younger

West Virginia 8,000 (must be at least 65)

Over $10,000

Colorado 20,000

Hawai i A H

Minnesota 11.000 minus federal adjusted gross 1income
above $17,000 (d)

New York 20.000 (must be at least 59 1/2)

Pennsylvania All

Variable: tied to maximum Social Security benefit.

Maryland Maximum Social Security benefit minus actual

benefits received (must be at least 65)

Source: NCSL survey
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Notes:
These provisions relate to private pension and annuity income.
When a minimum age 1is given for eligibility, disabled persons
are generally eligible for the income exclusions.

a. Exclusion 1is $7,500 on a single return.

b. Exclusion 1is $7,500 for single filers and $5,000 if

married filing separately. Up to $3,000 of other 1income
may be excluded if the limit for pension income 1is not
reached.

c. This exclusion applies to all income.

d. An alternative limit is $11,000 reducedby the sum of
Social Security and Ra"lroad Retirement benefits and the
excess over $23,000 c deral adjusted gross 1income;
whichever 1limit 1is hig ~ is used. (In calculating the
second limit, Social St. Tity and Railroad Retirement
benefits are not counted if included in federal adjusted
gross income.)
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On the other hand, this growing concern regarding lost revenue
is balanced by those who advocate using tax incentives to
achieve certain policy goals, like encouraging private savings
for retirement. For example, the recent establishment of
Individual Retirement Accounts and other similar vehicles

provide a tax-advantaged savings program for younger workers.

SOCIAL SECURITY BENEFITS

Until 1984, all Social Security benefits were exempt from
taxation. As part of the Social Security financing package
enacted in 1983, persons with higher incomes will be subject to
federal taxation on some of their benefits. Specifically,
persons for whom the sum of their modified adjusted gross income
plus one-half of their Social Security benefits is greater than
$25,000 for single persons (or $32,000 for married persons
filing jointly) are subject to the tax on benefits. The tax is
imposed on the lesser of either one-half of benefits or one-half
the amount which raises income above the income threshold
levels,

As of April 1985 29 states and the District of Columbia
have specifically exempted all Social Security benefits from
taxation. Table I1-6 provides a listing of those states.

Taxation of a portion of Social Security benefits has been
a controversial issue in many states. As mentioned earlier,
many state income tax codes automatically incorporate changes in
federal tax provisions. In these cases, a decision to deviate

from the federal policy required specific state legislation.
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There are distinct justifications for both sides of this
question. On the one hand, some have argued that the purpose of
taxing a portion of Social Security benefits was to strengthen
the solvency of the Social Security trust fund. Since this
rationale 1is not applicable at the state level, it has been
argued that the state exemption should continue. On the other
hand, since the federal provisions apply only to those with
higher 1incomes, it has been argued that a significant amount of
state revenue would be lost from those who are more financially

secure.

EXTRA EXEMPTIONS OR CREDITS

Under the federal tax code, all taxpayers and dependents
receive a $1,000 personal exemption. Persons aged 65 and over
receive an additional $1,000 personal exemption. An exemption
is an amount which 1is subtracted from income prior to deter —
mining one®s tax obligation.

Of the forty-one tax jurisdictions with a broad based

income tax, twenty-seven allow some additional exemption for

older persons. In five of the forty-one tax jJurisdictions, an
additional credit 1is provided to the elderly. A credit is a
subtraction from the amount of tax to be paid. Table 11-9 notes

the amount of the exemption or credit provided to o"lder people
in each state as well as the resulting maximum benefit. To
determine the benefit resulting from an exemption, each state's

maximum marginal tax rate must be considered. The marginal tax
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Values of Additional
Credits for
Amount of
General Population
Personal Exemption
State or Credit
Alabama $1,500
Arizona 1,834
Arkansas 18 credit
California 40 credit
Colorado 1,200
Connecticut(a)
Delaware 800
Georgia 1,500
Hawai i 1,000
Idaho 1,000
Illinois 1,000
Indiana 1,000
lowa 20 credit
Kansas 1,000
Kentucky 20 credit
Louisiana(b) 4,500
Maine 1,000
Maryland 800
Massachusetts(c) 2,200
Michigan 1,500
Minnesota 70 credi t
Mississippli 6,000
Missouri 1,200
Montana 1,000
Nebraska(d) 1,000
New Hampshire(e)
New Jersey 1,000
New Mexico 1,000
New York 800
North Carolina 1,100
North Dakota(f) 1,000
Ohio(g) 650
Oklahoma 1,000
Oregon(h) 85 credit
Pennsylvania 0
Rhode Island(i) 1,000

TABLE

Personal
Senior

Additional
Exemption
Senior

for

11-9

Income Tax

Citizens:

Amount of

$

41

(o]
1,834
18

0
1,200

800
700
1,000
1,000

1,000
1,000
20
1,000
40

1,000
1,000
800
700
1,500

70
1,500
0
1,000
1,000

1,000
1,000

800
1,100

1,000
50

0

85

0
1,000

Personal
or Credit
Citizens

credit

credit

credit

credit

credit

credit

Exemptions

1985

State”"s
Maximum
Marginal

Tax

see

see

Rate

S%

11

10.7

10

5.375
5.35

16

11
notes

~N Py w
o o

o © ©
()]

10.8
2.35
notes

and

Maximum Benefit
from Additional
Personal Exemp—
tion or Credit

for Sr. Citizen

147
18

96

86
42
110
75

25
30
20
90
40

60
100
40
38
80

70
75

110
95

35
78
112
77

90
50

85

125



South Carolina 807 807 7 56

Tenhnessee(j)

1,000 1,000 7.75 78

Vermont(k) 1,000 1,000 see notes 133

V|r%|n|a o 600 1,000 5.75 58

West Virginia 800 , 800 . 13 104

Wisconsin 20 credit 5credit 10 5
District of

Columbia 750 750 11 83

Source: NCSL urve,){ior?nd Commerce Clearing House, Inc., State Tax Guide,

Second Edi
This table reflects marginal tax rates as of January 1985  Numerous

%t%tles reduce tax rates during the year, but this is not reflected in the
able.

a.

[p]

Connecticut: Only capital gains, interest, and dividends are taxed in
Connecticut. A general population exemption of $100 is allowed, and
senlort,0|t|zens, aged 65 or older, receive an additional $100
exemption.

Louisiana: The standard deduction is included in the amount of the
personal exemption.

Massachusetts:  The exemption is allowed on PartB of the state income
tax, the tax on earned income and annuities.

Nebraska: The state imposes a tax of 19 percent of the adjusted
federal income tax liability.The exemptions are implicitly
recognized by the state tax code.

New Hampshire: The state imposes a tax only on interest and
dividends. A general population exemption of $1,200 is allowed, and
senior citizens, aged 65 or older, receive an additional $1,200

exemption,

North Dakota: Taxpayers may opt to compu
feder hil

, ( te their tax obligations as
10.5 percent o{ al income tax lia t

ity or according to the state

tax code. A $1,000 personal exemption is implicitly recognized if the
flrs}] option is taken and is explicitly provided if" the second option
is chosen.

Ohio; Senior citizens do not receive an additional exemption but do
receive a tax credit of $50.
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h. Oregon: In 1983 and 1984, an,§85 personal credit was provided. It is
anticipated that the credit will be retained.

I. Rhode Island; The state imposes a tax of 24.9 percent of federal
income tax liability. The exemptions are implicitly recognized by the
state tax code.

j. Tennessee: The tax is |mﬁosed on dividends from stocks and interest
from bonds and certain other obligations. No return is required
unless taxable income exceeds $25. No tax is due from single persons,
aged 65 or older, whose total annual income is $6,000 or léss, or from
persons filing 10|ntlf, if one spouse is 65 or older, and their total
income is not over $I0,000.

ermont: The state imposes a tax of 26.5 percent of federal income
%ax I|%b|l|ty. The exemptions are implicitly recognized by the state
ax code.

?\_
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rate is the income tax rate which is applied to the highest
increment of one's income. In a progressive tax system each
increment of income is taxed at a higher rate. The value of an
exemption, therefore, varies depending on the marginal tax rate
applied to an individual’s income.

The benefit of an exemption is greater for higher income
persons because they are subject to higher marginal tax rates.
A credit on the other hand is not affected by an individual's
income. Since a credit is subtracted from the tax due, all
persons receive the same benefit. Therefore, a tax relief
program can he more effective in distributing total henefits to
lower income persons if credits rather than exemptions are used.

ELDERLY INCOME CREDIT

This term refers to a specific provision in the federal
income tax code which has also been adopted by several states.
Under the federal tax code, persons aged 65 and older receive a
nonrefundable credit equivalent to fifteen percent of the first
$5000 of income for single persons or $7,500 for couples.
These amounts are reduced by the amount of Social Security,
railroad retirement, or other tax exempt pension income received
by the beneficiary and by one-half of the taxpayer's adjusted
gross income over $7500 for individuals and $10,000 for married
couples filing a joint return. Table 11-10 summarizes the
parallel provisions which have been adopted by ten states.
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TABLE 11-10
Summary Of State Elderly Income Credits: 1985

California: ,
Same as federal tax credit.

Indiana:
Persons a?ed 65 or older are eligible for a tax credit,
based on federal adjusted gross income and marital status.
The credit, ranging from $25 to $90, decreases as income
increases. No credit is %}ven to persons with adjusted
gross incomes exceeding $10,000.

Louisiana: .
10 percent of federal credit.

Maine: .
20 percent of federal credit.

Nebraska: .
50 percent of federal credit.

Ohio:
Provides a credit to persons receiving retirement income
during the tax year. The credit, ranging from $25 to $200
rises as income rises.

Oregon:: .
15 percent of federal credit.

Rhode Island: .
24.9 percent of federal credit.(a)

vermont: .
26.5 percent of federal credit.(a)

Virginia: o .
Provides a siiding-scale credit dependent upon age of

taxpayer (62, 63, 64, or 65 and oyer?, Social Security
benefits received, and federal adjusted gross income.

Source: NCSL survey.
Note:
(a) Rhode Island, Vermont: Income tax obligations in
these states are calculated as a percentage of the

federal income tax liability. The credits therefore
are included implicitly in these states' tax codes.
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CHILD AND DEPENDENT CARE TAX CREDIT

This provision is designed to assist working adults who are
caring for a dependent. Due to the federal limitations placed
on eligibility, this credit has much greater applicability to
families caring for children rather thar those caring for the
elderly.

In the federal tax code, families are allowed to credit
against their tax liability from 20 percent to 30 percent of
their annual dependent care expenses, up to $2400 for one
qualifying dependent or $4800 for two or more dependents. The
maximum allowable credit is $720 for one dependent and $1440 for
two dependents. The percentage allowed varies from 30 percent
for households with incomes below $10,000 to 20 percent for
families with incomes of $20,000 or above. A sliding scale is
applied to incomes between those levels.

Several eligibility criteria must be met in order to
qualify for the credit:

0 The person receiving the care must meet several

standards of dependency;

0 The care recipient must be in the taxpayer's house
at least eight hours a day; and

0 The caregivers must be working or seeking work.
Twenty-seven states and the District of Columbia have
adopted child and dependent care provisions, generally modeled
after the federal legislation. Five of the twenty-seven states,
however, have also enacted tax provisions specifically for the

care of an elderly person:
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0 In Arizona, taxpayers maé claim an $1,183 exemption if
they spend a minimum of $800 for in-home care or other
medical expenses of any person 65 or older, regardless
of the elder's relationship to the taxpayer

In Idaho, adult children can either claim a $1,000 de-
duction or receive a $100 tax credit for the care of a
parent aged 65 or older. The statute does not address
whether parents must meet any physical or mental cri-
teria, but parents must receive more than half their

support from taxpayers claiming the credit.

o Jlowa allows taxpayers to deduct up to $5,000 per year
if they provide in-home care for a parent, grandﬁarent
child or grandchild. The member of the family who
receives care must be eligible to receive medical assis-
tance benefits because of a physical or mental disability.

0 In 1983, legislation was passed in North Carolina to
allow taxpayers to deduct up to $3,000 of expenses
related to the maintenance and care of a parent, aged 65
or older and whose disposable income is less than
$9,000. No maximums are placed on the taxpayer's
income.

0o Oregon's pro%ram,provides a tax credit of up to $250
per “year to Tamily members providing in-home care to
elderly parents, aged 65 and over. ~In order to qualify
for the tax credit, the elderly parent's income can not
exceed $7,500 per year, and the family providing the
care can not have iIncome in excess of $17,000 per year.
Expenses considered in determining the credit are
limited to those for "in-home"™ services. Rent and room

and board are not allowable expenses. This tax credit,
however, has been claimed by few persons. In 1983, only
12 taxpayers claimed the credit, down from 40 taxpayers
in 1980.
TAX CREDITS FOR ENERGY EXPENDITURES
Tax credits are available in three states (Colorado,
Michigan and New York) to assist taxpayers with household
heating costs. The tax credits in Colorado and New York target
assistance to low-income older persons. In Michigan, the credit

is designed to assist all middle and lower income persons, with
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additional assistance provided to older persons. There are no
comparable provisions in the federal tax code. The following
summarizes the three state programs:

o Colorado. Persons aPed 65 or older and disabled per-
sons with incomes befow $7,500 if single or $11,200 if
married are eligible for a refundable tax credit. For
single persons, the credit is equal to $160, less 6.4
percent of income over $5,000. For married couples,
the credit is equal to $160 less 6.4 percent of income
over $8,700. For renters, 10 percent of rent paid is
presumed to be the amount paid for heat and fuel
expenses.

0 Michigan: AIll middle and lower income taxpayers in
Michigan are eligible for a tax credit for heating
costs. The amount of the credit is based on both the
number of exemptions claimed on the income tax return
and household income. Since senior citizens receive an
additional exemption they receive additional relief from
this credit. The credit™ is refundable for both homeown-
ers and renters. The tax credit will be provided
through the 1986 tax year.

0 New York: A $35 "emergency ener%y assistance credit"

Is provided to senior citizens whose household gross
incomes are less than $14,000. The credit is
refundable.

These tax credits exemplify ways that the income tax code

can be used to target assistance to lower income persons to

offset specific expenses.

SALES TAX POLICY
The retail sales tax is the tax levied on the price of
goods and services. The retail sales tax is a major source of
revenue in the District ¢ Columbia and in 90 percent of
the states. As a matter of fact, in 1984, the state sales tax
in at least 23 states raised more in revenue than any other tax.
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Sales taxes are often criticized on the grounds that they
are regressive and burdensome because the low-income elderly
spend a larger percent of their income on the consumption of
needed goods and services than do those who are better off
financially. In order to lessen this effect , many states do
not levy a sales tax on certain needed items.

As of January 1984, 45 states and the District of Columbia
imposed a state sales tax. Of these, 29 do not tax food,

44 do not tax prescription drugs, 31 do not tax consumer
electric and gas utilities, and five do not tax clothing.

In addition , some states exempt certain organizations which
provide services to the elderly, resulting in an indirect
benefit to older persons. The elderly also benefit from the
general exemption of those items listed above,

While policies providing tax relief to persons based on age
are rare, five states have enacted specialized sales tax poli-
cies designed to benefit older people. The following is a
summary of the sales tax refund programs in the above mentioned
five states.

0 ldaho: Persons 62 years of age and older and specified

%gwps are eligible” for a credit rangm? from $15 to

This refundable credit is administered through
either the personal income tax system or a separate

application.

0 Kansas: Relief is in the form of a $20 refund. The
program is limited to taxpagers aged 55 and older and
disabled persons., Household incomes must be less than

$10,000 to be eligible.
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0 South Carolina: Persons aged 85 and older are exempt
from one percent of the five percent state sales tax.

0 South Dakota: Disabled persons and persons over age 65
whose income are less than $4ﬁ25,(8|ﬂ$e) or $7,375
(multi-member household) are eligible tor a_refund for a
portion of sales and services taxes paid. The benefit,
which decreases as income rises, ranges from $46 to $110

for single households and $74 to $220 for multi- member
households.

0 W%oming: Persons aged 65 and older and disabled are
elfigible for a refund of a portion of sales and use
taxes paid. Single persons with incomes below $8,000
can receive a benefit of $630, reduced by the percentage
that income exceeds $4,500. Married perSons, where at
least one spouse is aged 65 or older or totally
disabled, and whose incomes are below $11,000 -are
refunded $723, reduced by the percentage that income
exceeds $6,750.

Finally, both New Mexico and Vermont have enacted sales tax
rebates which do not base eligibility on age. However, the
amount of rebate is related to the number of exemptions claimed
on personal income tax. Since older persons receive an addi-
tional exemption in these states they also receive a higher

rebate.

DEDICATED REVENUES FOR AGING PROGRAMS
A dedicated revenue is a funding source, such as a fee or
tax, which is allocated to a particular program or service.
There are a number of states which have dedicated revenues
designed to support the states' aging programs. These programs

are briefly described helow.

O %ﬁ%ﬁ’ﬁi’gﬁ ; W&ge%gﬁgé%%% éec?neﬁt

s%gte's older population.
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° California: In California, a checkoff on the income
tax return can be designated to support California's
Silver Haired Legislature..

° Colorado: The Old Age Pension Fund is supported by
revenues earmarked from a variety of tax sources

0 North Carolina: Revenues from the excise tax on

cigarettes and acoholic beverages are used to pay local
%overnments 15 percent of their revenue loss from the

omestead exemption program.

o Kansas, Montana, Nevada, North Dakota; Each of these
states allow municipalities to raise property taxes, up
to one mill to support local aging programs.

New Jersey and Pennsylvania have the largest dedicated
revenue programs. The funds from each are used to support aging

programs. The two programs are individually discussed below.

O New Jersey: The Casino Revenue Fund supports a number
of New Jersey a%Jn? programs; e.g., the senior citizen
property tax relief program, transportation, and health

services, The Casino Revenue Fund is made up of the

money ra|sed,thrqu%h the 8 percent tax on total revenues
from™ the casino industry in Atlantic City. In 1985, the

fund is projected to raise $160 million.

0 Pennsylvania: The Pennsylvania lottery, which started
in 1972, is the largest dedicated revenue program whose
profits are used to support a variety of aging programs.
In addition to supporting the state's property tax and
rent rebates to senior citizens, revenues from the
program also support transit programs for older persons,
social services, and part of the state's share of
Medicaid costs.

The use of dedicated revenues in New Jersey and Pennsylvania

to support programs for older persons has been controversial
On the one hand earmarking revenues from casino gambling (New
Jersey) and the state lottery (Pennsylvania) greatly enhanced

voter acceptance of these initiatives. These revenues are
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clearly benefiting older people. On the other hand, since
these levenues are growing rapidly there is some concern about
specifying these funds for a specific use when other parts of
the state budget are constrained.

In addition, a dedicated revenue may not always provide new
or expanded services. In some cases, the dedicated revenue will
only supplement traditional funding sources for the support of
existing programs. For example, the lottery in Pennsylvania has
been responsible for new services to senior citizens, but due to
its success has also begun appropriating funds for long-term
care services, which were traditionally financed by the general
fund. In this case, the dedicated revenue is used to help fund
services which were previously supported by other funding

sources.
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CHAPTER THREE

STATEWIDE ADVOCACY FOR OLDER PERSONS

Advocacy activities on behalf of older people take several
forms and are performed by an array of local, state, and nation-
al organizations of older people. The structure of present day
advocacy on behalf of older people is characterized by an
increase in sophisticated grassroots lobbying. This advocacy is
evident in both the growth of organizations comprised of older
people, and the visibility of these organizations at the nation-

al, state, and local levels.

AGING ADVOCACY ORGANIZATIONS

Currently, numerous national organizations are dedicated to
the needs of the elderly. These organizations work to expand
the base of public support for legislation and programs serving
the elderly. In 1985, the combined membership of national
organizations was estimated to be over 20 million persons. The
three national organizations with the largest memberships of
individual older people are the American Association of Retired
Persons (AARP), the National Council of Senior Citizens (NCSC),
and the National Association of Retired Federal Employees
(NARFE). These organizations have chapters or affiliates in

most states.
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Other organizations represent special segments of the older
population. The National Caucus and Center on the Black Aged
(NCBA), for example, is concerned with improving the concerns of
the black elderly. Other special interest groups include the
Older Women's League, the National Indian Council on Aging, the
National Association for Hispanic Elde::ly, and the National
Pacific/Asian Resource Center on Aging. These specialized
national organizations also have chapters or affiliates in
selected states. Finally, within each state, other organiza-
tions of older people advocate on behalf of the elderly but are
not specifically associated with any national organization.
While those groups may differ in their objectives, resources,
values, and areas of influence, all serve to represent the
interests, needs, and concerns of various segments of the older
population.

As stated above, older people are getting more involved in
organizations, associations, etc. which advocate on their
behalf. There are noticeable increases in their participation
level in efforts organized to generate support for specific
legislation. For example, in the state of Michigan, what
started as a local advocacy effort is now a statewide effort.
“Senior Power Day" is an annual event which provides older
persons in Michigan the opportunity to advocate on their own
behalf for specific legislation of major concern to them.
During the course of the day older persons hear speakers, meet
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with their legislator(s) to express their concerns, and attend
workshops in priority areas such as tax-related issues, health
care issues, and housing.

In order ensure that issues discussed with legislators are
a priority to the majority of older persons in the state, a
statewide needs survey is conducted prior to the event. The
needs expressed by the state's older population are used to
develop the senior platform for the year and to formulate
legislative priorities as well. Events such as "Senior Power
Day" in Michigan are clear indications that older people
themselves are hecoming the driving force behind advocacy
activities on their behalf.

There is also an increasing trend toward the formation of
state coalitions of individual aging organizations for the
purpose of coordinating advocacy activities. In a recent survey
of state units on aging, survey results indicated that coali-
tions of aging organizations have been formed in forty percent
of the States. In addition, a number of other states are in the
process of forming coalitions. Coalitions are usually comprised
of representatives from such statewide groups as the State AARP
Legislative Committee, state affiliates of the National Council
of Senior Citizens, Gray Panthers, the leadership of the State
Silver Haired Legislature, local chapters of the National Center
on Black Aged, etc. The primary goal of most of the coalitions
Is to establish and maintain a grassroots network of advocacy
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efforts to promote legislative actions. Some coalitions are
governed by a formalized board.

In addition to maintaining comprehensive mailing lists and
establishing telephone trees, most coalitions also utilize a
newsletter to keep older persons up-to-date on coalition activi-
ties. Finally, with the participation of different groups in
statewide coalitions, coordination can be enhanced on issues of
significant priority, v/hile individual organizations continue to

independently pursue additional policy positions.

SILVER HAIRED LEGISLATURES

Silver haired legislatures have been responsible for
involving older people in the legislative process and promoting
conscientious legislative advocacy. The advent of silver haired
legislatures has provided the opportunity for additional atten-
tion to be focused on the needs and concerns of o..der people
throughout the state. At present there are sixteen states which
have silver haired legislatures. Silver haired legislatures are
a two or three day model legislative session conducted annually
or bi-annually usually in the fall. Seniors from all over the
state come to the capitol to propose and debate legislation
which reflects the concerns of older people. Usually, these
sessions meet in the legislative chambers of the state capitol.
Delegates to silver haired legislatures are generally 60 years
of age or older and are elected by their peers at the local
levels. In most instances, to qualify as candidates seniors are

56



required to submit petitions containing a specified number of
signatures of registered voters 60 or over from their respective
districts. Approximately three months before the election,
candidates campaign at the local level. Public hearings are
held at town halls, congregate meal sites, and senior centers to
give candidates the opportunity to hear the concerns of those
older persons who they will represent if elected.

Following the election of delegates for the silver haired
session, delegates are assembled for intensive orientation and
training. Training agendas include, for example, instructing
delegates in the formal and informal legislative process,
asjisting delegates in determining priorities for their geo-
graphic areas, drafting and filing a bill, effective letter
writing, etc. Delegates are assigned to one of several standing
committees, which ultimately draft the proposed bills within a
substantive area.

Silver haired legislatures can be an effective way for
older people to advocate passage of state legislation. Gen-
erally, they are recognized as a legitimate voice for older
people since they are elected by their peer3 and represent a
large number of people from different organizations, economic
groups, interests, and ethnic backgrounds. Their success in
helping formulate state policy depends in part on their fol-
low-up activities with state legislators to encourage them to
introduce priority legislation. Follow-up advocacy activities
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includer for example, informing older people, advocates, organi-
zations of older people, and state legislators what the priority
bills are; monitoring bills throughout the legislative process,
determining appropriate advocacy strategies for priority bills,
etc.

Funding for silver haired legislatures is provided by
various sources. In some instances state funding is provided.
In other states funding is provided by private sector contribu-
tions from a variety of firms. The following matrix (Table
I11-1) provides specific information about each of the silver
haired legislatures in the 16 states that to date, have organ-
ized them.

E’H (E)NABI/éE/EAC?EMOR CITIZENS LOBBY: A CASE STUDY OF

In addition to silver haired legislatures and coalitions of
aging organizations, there are other forms of sophisticated
grassroots advocacy efforts undertaken by older persons. In
Washington state, the Senior Citizens' Lobby has evolved into
what has been described as one of the most aggressive lobbies in
the state of Washington. The Senior Citizens' Lobby grew out of
a concern of many that past advocacy activities in the state had
not produced desired results. In order to realize specific
goals, the senior citizens" lobby took shape in 1977.

The Senior Citizens' Lobby is a non-governmental body which

to a large degree concentrates its efforts on educating older
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STATE
AR

CA

FL

GA

State Reyenues
(check off on state
tax return)

Donations
Membership Dues

Private Donations
State Office
on Aging

State Unit on Aging

Silver Haired Legislatures

Table [11-1

# OF DELEGATES

SELECTION PROCESS

99 Dele ?ates Persons

secure . the signature

of a minimum number of older
ersons at the county level.
elegates are electe

peers at the local level.

0
L

120 Deleﬁates Persons
secure the signature
of a minimum number of older
ersons at the county level.
elegates are elected by
eers at the local level.
60 Delegates. Must
secure srgnature of
25 registered voters 60+
who resSide in  the same
Iegrslatrve district in order
to"qualify as a candidate.
Candidates must be registered
state voters, Delegates
elected by their peers at
the district level.
101 Delegates. Persons
secure the signature of a
set numper of older persons
at the local level.
Delegates are elected by
district

theil peers at the

Ieve

100 Delegates, Delegat
allotted "to 16 AAA'S based
on 60+ 0 ulanon d
selected through AAA's in

various ways.
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FREQUENCY
OF SESSIONS
Bi-annually

Annually

Annually

Bi-annually

Bi-annually

ected
Speaker

ouse of

e Arkansas leg-

lature gremdes

over the SHL

sessions.

6 Committees

Same structure as

state legislature

Officers: SHL
Delegates elect
President of the
Senate
Presrdent Pro-Tern
Spea er of the
House
Beaker Pro-Tern
Standing Comm.

Officers: SHL
Delegates elect
President of the
Senate

Speaker of the

5- 6 Standrn% Comm.
Officers: SHL
gele ates elect
SBeaker Pro-Tem
9 Standing Comm.



STATE

KS

MO

NE

FUNDING

SOURCE

State Legislature
Commission on Aging

Private (fundraising)

State Legislature

Appropriations

State Unit on Aging

Donations

State Funds
Membership Dues

TES
0C
ates

DELEGA
L
persons are r
secure S| ure of a
set number of [ persons
through petition process.
elegates are elected by

heif peers at the community
eveI

.
CDOn-.
LQ

ESS

* Interested
equired to
gnat
olde

_'_"U

125 eIe%ates Delegates  are
elected ¥ older people in
each county.

70 Delegates. Delegates are
elected " through loCal

councils on aging.

49 Delegates, Delegates are
elected at the district
eve

60

Annually

Annually

Annually

Annually

L

RUCTURE
ficers: SHL
legates elect
eaker

eaker Pro-Tern
oor Leader
Standing Comm,

SH
ST
Of
ge

P
S
F
.

Officers: SHL
Delegates elect
Speaker of the
House
Sueaker Pro-Tern
Floor Leader
7 Standing Comm.
Officers:  SHL
Delegates elect
Speaker of the
House
Senate President
Officers: SHL
Delegates elect
Spea er of the
House

M%ont Whip
omm House
4 Comm, Senate)

Officers: SHL

Dele ates elect
Speake

Commruee Chair
7-8 Standing Comm.



STATE FUNDING
SOURCE
ND Donations
Office on Aging
0K Special Unit on Aging
RI State Funding
VA Private Sources
(A% State Legislature
wy Donations

Commission on Aging
Senior Centers

# OF DELEGATES

SELECTION PROCESS

109 Delegates. Delegates are
elected at the county level.

66 Delegates. Delegates are
elected by their peers at the
district level.

100 Delegates. Delegates are
elected by legislative
districts.

140 Delegates. Delegates
are elected by legislative
districts.

134 Delegates. Delegates are
elected by their peers at the
regional level.

48 Delegates. Delegates are
elected by their peers at
the county level.
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FREQUENCY
OF SESSIONS
B i-annually

Bi-annually

Bi-annually

Bi-annually

Annually

Annually

SHL

STRUCTURE
Officers: SHL
Delegates elect
Steering Comm.

2 Standing Comm.
SHL Delegates
elect

Senate:

President Pro-Tern
Floor Leader
House:

Speaker

Speaker Pro-Tern

4 Committees in
each House

SHL is structured
the same as the
State Legislature
SHL leadership
4-5 Committees.
Officers: SHL
Delegates elect
President Pro-Tern
Speaker of the
House

7 Standing Comm.
Officers: SHL
Delegates elect
President Pro-Tern
Speaker of the
House

Majority and
Minority leaders
4 Standing Comm,
in each House
Rules comm, 1in
each house.
Officers: SHL
Delegates elect
Speaker of House
Speaker Pro-Tem
Parliamentarian
Floor Leader
Sergeant-at-Arms
6 Standing Comm.



persons at the local level. The 1lobby operates on personal
funds of the members and voluntary contributions from organiza—
tions and individuals. Its members consist of one member each
from such statewide aging groups as retired federal employees,
state chapters of the American Association of Retired Persons
and the National Council of Senior Citizens, union retiree
groups, the state Advisory Council on Aging, Alzheimer support
groups, the State Association of Churches and others.

One of the main purposes of the Senior f:itizens" Lobby, as
stated in the by-laws, 1is "to enhance the quality of life for
seniors through education and legislation.” This 1is done, in
part, through meetings attended by older people to discuss
issues and suggest appropriate strategies for specific legisla—
tion. Another strategy 1is conducting leadership training
conferences. An underlying assumption is that efforts to
achieve policy changes work best when they are developed,
shaped, and understood at the local level. Therefore, during
the off-year legislative sessions, leadership training conferen—
ces are held at the local level. At these conferences, members
of the senior lobby provide training to local older persons 1in a
number of pertinent areas, 1i.e., legislative advocacy, aspects
of the aging network, etc. The training conference 1is used to
acquaint older persons with the 1issues that may be considered in
the upcoming legislative sessions. In addition, the conference

is used to examine 1issues and to allow older participants the
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opportunity to express their opinion on what action should be
taken. The results from the conferences serve as the basis for
developing issue priorities for the coming session. When the
Senior Citizens"™ Lobby legislative package 1is determined it

is presented to legislators, the governor and others as appro-—
priate.

Once the legislative session 1is underway, members of the
senior lobby stay on top of their proposals. Weekly newsletters
are utilized during the legislative session to keep older
persons informed of the status of proposals being considered.
Perhaps the most significant aspect of the senior lobby"s
communication methods is the use of the telephone. A toll free
Senior Hotline 1is maintained during the legislative session,
funded entirely by contributions to the Lobby. The Hotline
provides older people with information on hearing dates, the
status of priority bills, and suggestions on actions to support
legislative efforts. In addition, a telephone-tree communica—
tions network is maintained to provide timely information to
members of the senior citizens®™ lobby throughout the state. Due
to the tremendous success of the Washington Senior Lobby, aging
organizations in other states have attempted to replicate this

approach.

THE CURRENT STATE AGING POLICY AGENDA
State organizations of older people are concerned with a

wide range of 1issues. Recently, the National Association of
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State Units on Aging (NASUA) conducted a survey of State Units
on Aging to identify the state legislative 1issues receiving the
greatest attention by state aging advocacy groups. Health and
long-term care, tax-related issues, and increased appropriations
for community services emerged as the top three areas of concern
to state advocacy organizations.

Under health and long term care related issues, hospital
cost containment, the development of effective and efficient
long term care systems and sufficient Medicaid financing are
major concerns aging advocacy groups have identified. Several
factors have contributed to these concerns, 1including rising
hospital costs, increases in out of pocket expenditures for
health care by the elderly and limited community options for
long term care.

Elderly-related tax issues are the second most important
concern to state organizations of older people. Since many
states have a variety of tax policies designed to assist older
people, most state aging groups are not pressing for new tax
programs, but are rather interested in fine-tuning existing
measures. Emerging areas of concern to aging groups are ending
sales taxes on food and drugs, not taxing social security, and
allowing dependent care credits for people caring for an elderly
relative.

Increased appropriations for community and in-home services

is another area of major 1importance to aging groups and organi-
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zafcions. Supportive community services such as home delivered
meals, homemaker services, adult day care, home nursing ser—
vices, and transportation are critical 1in assisting older
persons to continue living in the community.

It can be expected that statewide aging advocacy organiza—
tions will continue to grow and to gain more public attention.
The elderly population 1is increasing in both absolute numbers
and as a percentage of the total population. As a result, the
concerns of this group will become more visible. At the same
time, advocacy groups will become more experienced and sophis—
ticated in influencing public policy.

AN ADVOCACY RESOURCE: THE NETWORK OF STATE AND AREA AGENCIES
ON AGING

A growing nationwide awareness of the problems of the
elderly - and the need for services and assistance in their
behalf - led to the passage of the Older Americans Act (OAA) in
1965. This legislation, which created the Federal Administra—
tion on Aging (AOA), also mandated the establishment of a state
unit on aging (SUA) in each state for administration of the act.
Since 1965, the Older Americans Act has been amended by Congress
several times. Each revision has expanded the role and respon—
sibilities of the state unit on aging and in 1973 called for the
establishment of area agencies on aging (AAA). At the same
time, increased responsibility and authority beyond that mandat—

ed by the Act has been delegated to the state and area agencies
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on aging by Governors, state legislatures, and local govern—
ments. State and area agencies today perform a variety of
functions and provide expertise and financial support in a wide
range of areas, such as specialized in-home health programs,
community alternatives to institutional care, employment oppor—
tunities, tax relief proposals, consumer protection measures,

and congregate and home delivered meals programs.

WHAT IS A STATE UNIT ON AGING?

A state unit on aging 1is an agency of state government
designated by the Governor and the State Legislature as the
focal point for all matters relating to the needs of older
persons within the state. The state uni*- on aging 1is the agency
at the state level responsible for planning, coordinating,
funding and evaluating programs for older persons authorized by
both federal and state governments. The goal of the state unit
is to improve the quality of life for older Americans by advoca—
ting on their behalf, and by promoting the development of a
comprehensive and coordinated system of social and health
services.

The term "state unit on aging” 1is a general term. The
specific title and organization of the agency will vary from
state to state. The state unit may be called a Commission, an
Office, a Department, a Bureau, a Council, a Board, or it may
carry some other title such as an Aging and Adult Services
Program. Generally, the state unit is located in the capitol of

each state.
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Appendix A lists the names and address of the 57 state
units on aging. Older persons 1in need of information on sub-—
jects of concern to them, such as state tax policy, are encoura—

ged to contact the state unit on aging. The state unit can also

put you 1in contact with your local area agency on aging.
Appendix B lists the addresses and telephone numbers of state
tax revenue departments. For in-depth information on a given tax

related issue, the revenue department can be contacted.

WHAT IS AN AREA AGENCY ON AGING?

An area agency on aging 1is a public or non-profit private
agency or organization designated by the state to administer the
Older Americans Act and its programs at the substate level.

Like 1its counterpart at the state level, an area agency on aging
serves both as the advocate and visible focal point in its
planning and service area to foster the development of more
comprehensive and coordinated service systems to serve older
individuals. Within this context, area agencies on aging have a
clear responsibility to assure that supportive and nutrition
services are made available to older persons in communities
where they live. Significantly, it is through the area agency
on aging that most Older Americans Act services are funded,

implemented, coordinated, expanded, and upheld.

MAJOR RESPONSIBILITIES OF THE STATE  AND AREA AGENCIES ON AGING
Service System Development - A prime goal of the state and

area agencies on aging is to develop a comprehensive and
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coordinated system of social and nutritional services needed by
older persons. This system is comprised of four types of

services:

0 Access services - such as transportation, outreach, and
information and referral

o Community services - such as congregate meals,
continuing education, legal services, and counseling and
assistance

o In-home services - such as home health, homemaker, home-
delivered meals and chore maintenance

0 Services to residents of care-providing facilities -
such as casework, placement/relocation, and grievance
resolution.

In order to ensure that this system of services IS acces—
sible, coordinated, and responsive to the needs of older per—
sons, the SUA works in partnership with the area agencies on
aging to further develop and implement service delivery systems
at the local level. Further, the state and area agencies work
to improve existing relationships and establish new links among
federal, state, and local agencies and private organizations
which are capable of providing opportunities and services to
older persons.

Advocacy - The state and area agencies act as an advocate
on behalf of older persons by:

0 Representing the interests of older persons before state

and local legislative, executive, and regulatory bodies

0 Reviewing and commenting on state and local plans,
budgets, and policies which affect older persons

0 Providing technical assistance to agencies, organiza—
tions or individuals representing older persons.
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