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ASSEMBLY, No. 2246
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INTRODUCED JUNE 25, 1984

By Assemblvinan DOYLI and Assemblrywoman FORD

Ax Aot concerning the exemption of certain property from
taxation and amending R. S. 54:4-3.6.

BE 11 ExaCTED by the Senate and General Assembly of the State
of New Jersey:

1. R. S.54:4-3.6 is amended to read as follows:

54:4-3.6. The following property shall be exempt from taxation
under this chapter: All buildings actually used for colleges,
schools, academies or seminaries, provided that if any portion of
such buildings are leased to profit-making organizations or other-
wise used for purposes which are not themselves exempt from
taxation, said portion shall be subject to taxation and the remaining
portion only shall be exempt; all buildings actually used for
historical societies, associations or exhibitions, when owned by the
State, county or any political subdivision thereof or when located
on land owned by an educational iustitution which derives its
primary support from State revenue; all buildings actually and ex-
clusively used for public libraries, religious worship or asylum or
schools for feebleminded or idiotic persons and children; all build-
ings used excluéively by any association or corporation formed for
the purpose and actually engaged in the work of preventing cruelty
to animals; all buildings actually and exclusively used and owned
by volunteer first-aid squads, which squads are or shall be in.
corporated as associations not for pecuniary profit; all buildings
actually [and exclusively] used in the work of associations and
corporations organized exelusively for the moral and mental im-
provement of men, women and clildren, For] *Lincluding}®
*provided that if* any portion of a bwilding used for that purpose
EXPLANATION—DMatler enclosed in bold-faced brackets Lthus] in the above bili

is not enacted and is intended to be omitted iu the law,
Matter printed in italies #:vs is new matter.

Matter enclosed in asterisks or stars has been adopted as follows:

*—Assembly committee amendments adopted Getober 18, 1984.

**—Assembly amendment adopted in accordance with Governor’s recommienda-,
tions November 18, 19835,
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*LwhichY* is leased to profit-making organizations or is other-
wise used for purposes which are not themselves exempt from
tazation, *[if the entire income from that portion, less ex-
penses, is dedicated solely for the use of the association or
corporation, wncluding that portion of any building owned by a
corporation organized for the exclusive purpose of holding title to
property, collecting income therefrom, and turning over the entire
amount of that income, less expenses, to that association or corpora-
tion, which holding corporation is exempt from federal income tax
under paragraph (2) of subsection (c) of section 501 of the Internal
Revenue Code (26 U. 8. C. § 501)F* *that portion shall be subject to
tazation and the remaim")zg‘portion ouly shall be exempt*; all
bwildings actually and exclusively wsed in the work of associa-
tions and corporations organized exclusively for religious or
charitable purposesf, or for one or more such purposes]; all
buildings actually used in the work of associations and
corporations organized exclusively for hospital purposes, pro-
vided that if any portion of a building used for hospital purposes
is leased to profit-making organizations or otherwise used for pur-
poses which are not themselves exempt from taxation, that portion
shall be subject to taxation and the remaining portion only shall be
exempt; all buildings owned or held by an association or corporation
created for the purpose of holding the title to such buildings as are
actually and exclusively used in the work of two or more associations
or corporations organized exclusively for the moral and mental im-
provement of men, women and children; all buildings owned by a

corporation ereated under or otherwise subject to the provisions of

-~ Title 15 of the Revised Statutes or Title 154 of the New Jersey

Statutes and actually and exclusively used in the work of one or
more associations or corporations organized exclusively for chari-
table or religious purposes, which associations or corporations may
or may not pay rent for the use of the premises or the portions of
the premises used by them; the buildings, not exceeding two, actually
occupied as a parsonage by the officiating clergvmen of any religious
corporation of this State, together with the accessory buildings
located on the same premises; the land whereon any of the buildings
hereinbefore mentioned are erected, and which mayv be necessary
for the fair enjoyment thereof, and which is devoted to the
purposes above mentioned and to no other purpose and does not
exceed five acres in extent; the furniture and personal property
in said buildings if used in and devoted to the purposes above
mentioned; all property owned and used by auy nonprofit corpora-
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tion in connection with its curriculum, work, care, treatment and
study of feebleminded, mentally retarded, or idiotic men, women,
or children shall also be exempt from taxation, provided that
such corporation conducts and maintains research or professional
training facilities for the care and training of feebleminded,
mentally retarded, or idiotic men, women, or children; provided,
in case of all the foregoing, the buildings, or the lands on which
they stand, or the associations, corporations or institutions using
and occupying them as aforesaid, are not conducted for profit,
except that the exemption of the buildings and lands used for chari-
table, benevolent or religious purposes shall extend to cases where
the charitable, benevolent or religious work therein carried on is
supported partly by fees and charges received from or on behalf
of beneficiaries using or occupying the buildings; provided, the
building is wholly controlled by and the entire income therefrom is
used for said charitable, benevolent or religious purposes. The
foregoing exemption shall apply only where the association, corpo-
ration or institution claiming the exemption owns the property in
question and is incorporated or organized under the laws of this
State and authorized to carry out the purposes on account of which
the exemption is claimed or where an educational instituticn, as
provided herein, has leased said property to a historical society, or
association or to a corporation organized for such purposes and
created under or otherwise subject to the provisions of Title 15 of
the Revised Statutes or Title 154 of the New Jersey Statutes.

2. This act shall take effect immediately and shall be applicable
to real property taxes levied or payable for the calendar vear
*+#I'1984** **1986** aud thereafter.
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such corporation conducts and maintains research or professional
training facilities for the care and training of feebleminded,
mentally retarded, or idiotic men, women, or children; provided,
in case of all the foregoing, the buildings, or the lands on which
they stand, or the associations, corporations or institutions using
and occupying them as aforesaid, are not conducted for profit,
except that the exemption of the buildings and lands used for chari-
table, benevolent or religious purposes shall extend to cases where
the charitable, benevolent or religious work therein carried on is
supported party by fees and charges received from or on behalf
of beneficiaries using or occupying the buildings; provided, the
building is wholly controlled by and the entire income therefrom is
used for said charitable, benevolent or religious purposes. The
foregoing exemption shall apply only where the association, corpo-
ration or institution claiming the exemption owns the property in
question and is incorporated or organized under the laws of this
State and authorized to carry out the purposes on account of which
the exemption is claimed or where an educational institution, as
provided herein, has leased said property to a historical society, or
association or to a corporation organized for sueh purposes and
created under or otherwise subject to the provisions of Title 15 of
the Revised Statutes or Title 154 of the New Jersey Statutes.

2. This act shall take effect immediately and shall be applicable
to real property taxes levied or payable for the calendar year 1984

and thereafter.

, STATEMENT
This bill permits nonprofit corporations organized for the moral
and mental improvement of men, women and children to lease, for
profit, space within a building which the corporation owns and
uses in its work and retain its tax-exempt status, or to form a real
estate holding company to hold title to the property, so long as
the entire inecome from its profit-making activities, less expenses,

are used for the purposes of the nonprofit corporation.
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ASSEMBLY COMMERCE AND INDUSTRY COMMITTEE
STATEMENT TO

ASSEMBLY, No. 2246

STATE OF NEW JERSEY

DATED: OCTOBER 18, 1984

This bill, as amended by the Assembly Commerce and Industry Com-
mittee, would permit an association or corporation which is organized
exclusively for the moral and mental improvement of men, women
and children, to retain a tax exemption on its property if a portion of
the property is leased to a profit-making enterprise. As amended, the
bill permits an exemption on that portion of the property actually used
by the association or corporation; the remainder of the property, if
leased to a profit-making entity, would be subject to taxation.

This bill gives this type of association the same type of exemption
now available to colleges, academies or seminaries. As the law govern-
ing exemptions for associations and corporations organized for the
moral and mental improvement of men, women, and children now reads,
a tax exemption is available under R. S. 54:4-2.6 only in cases in which
the property in question is actually and exclusively used for the moral

and mental improvement of men, women, and children.



SENATE REVENUE, FINANCE AND APPROPRIATIONS
COMMITTEE

STATEMENT TO

ASSEMBLY, No. 2246

[OrriciaL. Cory REPRINT]

STATE OF NEW JERSEY

DATED: MAY 6, 1985

This bill amends R. S. 54:4-3.6, a section of the property tax statutes
treating tax-exempt real property. Under current law, a tax exemption
is granted ou buildings owned by “associations and corporations
organized exelusively for the moral and mental nmprovement of men,
women and children” if the buildings are ‘“actually and exclusively”
used for such purpose. This bill would permit an organization of this
type to lease a portion of its building to a profit-making enterprise and
retain a tax exemption on remaining property actually used in the
mauner prescribed above. The leased portion would be subject to
taxation.

This type of partial exemption is already available to colleges,
schools, acadennes, seminaries and hospitals.

Fiscan Tmpact:

A fiscal note 1s not available however, the number of these lease
arrangements on qualifying property is believed to be small. Such
arrangements could be interpreted to represent an opportunity for
municipalities to collect some tax revenue from a property that might

otherwise remain exempt from taxation.
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STATE OF NEW JERSEY
ExecuTive DEPARTMENT

August 28, 1985

ASSEMBLY BILL NO. 2246 (OCR)
To the General Assembly:

Pursuant to Article V, Section 1, Paragraph 14 of the Constitution, 1
herewith return Assembly Bill No. 2246 (OCR) with my recommendations for
reconsideration.

The purpose of this bill is to allow associations for the moral and mental
improvement of men, women and children to receive a partial real property tax
exemption for buildings partially used for their own charitable purposes and
partially used for non-exempt purposes or leased to profit-making tenants,
Under current law, each separately assessed structure must be exclusively used
for exempt purposes for the exemption to apply. This bill would allow an
exemption to apply to that portion of any building actually used in connection
with tax—exempt functions. Similar treatment has been provided for hospitals
(P. L. 1983, c¢. 224) and educational institutions (P. L. 1977, c¢. 370). This
bill would be effective immediately for taxes levied or payable for the caléndar
year 1984 and therearter.

As laudable as the goals of this legislation may be, I am nonetheless
concerned with both the practical and policy implications of the bill's
effective date.

As a general principle, real property tax exemptions should be effective
on a purely prospective basis. Both of the laws referred to above were approved
within the tax year for which they were effective and could be implemented
under regular procedures for tax administration. A change in the taxable
status of real property relating back to a previous tax year imvolves undue
administrative and fiscal hardship to municipalities.

Accordingly, I return Assembly Bill No. 2246 (OCR) and recommend that it
be amended as follows:

Page 3, Section 2, Line 2: Omit "1984" and insert "1986"

Respectfully,

/s/ Thomas H. Kean
GOVERNOR

[seal]

Attest:
/s/ W. Cary Edwards
Chief Counsel
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such corporation conducts and maintains research or professional
training facilities for the care and training of feebleminded,
mentally retarded, or idiotic men, women, or children; provided,
in case of all the foregoing, the buildings, or the lands on which
they stand, or the associations, corporations or institutions using
and occupying them as aforesaid, are not conducted for profit,
except that the exemption of the buildings and lands used for chari-
table, benevolent or religious purposes shall extend to cases where
the charitable, benevolent or religious work therein carried on is
supported party by fees and charges received from or on behalf
of beneficiaries using or occupying the buildings; provided, the
building is wholly controlled by and the entire income therefrom is
used for said charitable, benevolent or religious purposes. The
foregoing exemption shall apply only where the association, corpo-
ration or institution claiming the exemption owns the property in
question and is incorporated or organized under the laws of this
State and authorized to carry out the purposes on account of which
the exemption is claimed or where an educational institution, as
provided herein, has leased said property to a historical society, or
association or to a corporation organized for sueh purposes and
created under or otherwise subject to the provisions of Title 15 of
the Revised Statutes or Title 154 of the New Jersey Statutes.

2. This act shall take effect immediately and shall be applicable
to real property taxes levied or payable for the calendar year 1984

and thereafter.

, STATEMENT
This bill permits nonprofit corporations organized for the moral
and mental improvement of men, women and children to lease, for
profit, space within a building which the corporation owns and
uses in its work and retain its tax-exempt status, or to form a real
estate holding company to hold title to the property, so long as
the entire inecome from its profit-making activities, less expenses,

are used for the purposes of the nonprofit corporation.
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