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SENATOR WAYNE DUMONT, JR. (CHAIRMAN): - This public hearing

is actually the eighth in a series of hearings on the problem of

‘real and personal property assessment which started back, I believe,

on June 30th of 1958, The hearing today involves the following

biiis - and I am not at all sure I have them all: Senate 1, Senate 2,
Senate 3, Senate L, Senate 9, Senate 11, Senate 29, Senate Concurrent
Resolution No, 89 Senate Concurrent Resolution No. 10, Aésembly_198
and Assehbly 350, and on Monday we added Assembly 125, which is

the same, I think, as Senate 30‘

All of these bills are presently in the Senate Committee on

‘Revision and Amendment of Laws and therefore this committee would

be empowered to hold a hearing on these bills that are before the
committee,

I would 1like to introduce to you Senator Henry Haines on my
right from Burlingtdn County and Assemblyman William Musto on my
left from Hudson County. As other legislators come in, we will also
see that they are properly recognized. |

These bills in general involve at least three different
approaches to the same ?roblemo I woﬁld say at least three because
there are probably more than that involved., But oné would be an
approach of assessment at the municipal level, another would be an
approach at the county level at countywide ratios, and the third would
be sfatewide ratios. Then, of course, we always have available
something that doesn't have to be changed, namely, the present law as
an approach to the problem. There are some variations of the county-

-

and statewide ratios involved in these different bills, but we will

.get into them as we go through the hearing.



AsSembiyman_Charles Farrington is hear;from Mercer. Do you

want to join us? | N |
» (Assemblyman Farrington joins the committee ) ‘

We will try as nearly as possible to follow the schedule of
'witnesses, but we do have some situations here’ of people who want
to get out as quickly as. they can. They have assured‘me,they_will"
be brief. So at this time I will call Frank X° McDermott of New Jobs.
Mr. McDermott. o

v One ground rule here, people in the audience may ask questions
.of the witness in addition to members of the. committee ~submitting
'_questions to the witness,‘ We would;like! however, tnget the committee
‘questions out of the_way first and then 1 wiil?ask you ifyou.haVe'
any questions you Want tovhare asked or‘want“to ask oireCtiy of the
witness. A1l right, Mr. McDermott. o
| 1FRANK X. MC DERMOTT: Mr. Chairman, Senator Haines, Assembly—

m?n'MuStO éndfFérfington:v I am Frank X. McDermott,of Westfleld,iNew
Jersey; EXecutive Secretary of‘New Jersey_Onganization for a Better
State,’popﬁlarly knoWn as NEW JOBS."Welare‘a non-partisan’political
organization dedicated,to promoting aibusinesséclimate in New Jersey
conducive‘to thezdeveiopment of more job.opporiunities'for our.9?¢w-'
ing population.: It is'not the purpose'of our organization to take a
position on spec1fic/1egislation° However,éthe uncertainty of the
‘.present tax assessment situation has such an adverse effect on job
opportunities in New Jersey that we. feel compelled to appear he re
today to express ourselves.» ‘

NEW JOBS urges ‘the New Jersey legislators, before adopting
any of the manyvmethods suggested for resolving the current property

tax asséssment problem, to give consideration to the pressing needs
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~of all segments of New Jersey society°3 The problem can only be

rproperly resolved when the well being of the farmer, the homeowner,n

and the businessman are dealt with equitablyoj As legislators you

- are subJect to approach by many spe01a1 interestsurging consideration':

of their own spe01fic problems Wthh would be created if this proposal
or that one were adopted NEW JOBS does not intend to add another

approach to the many which have been made to date9_but we do suggest

,that in con51dering these various proposals, you keep before “you one

of the most 1mportant aspects of a healthy economy - the_constant
development of more JOb opportunitieso; » o S‘ e ‘i v

: New Jersey S population 1s growing at the rate of IOO 000 per
year9 and at a recent public address the Governor of our: State stated'
that New Jersey must deveiop an additional MO OOO new jobs each year
to meet the needs of our growing population However,rlnstead of .
gaining in this respect we are faliing behind I inv1te your t;" :
attention to the fact that from 1950 to 1959, according to the Federai -

Bureau of the Census, New Jersey's population increased more than 20%o

'During that same period New Jersey 1ost lO SOO JObS in manufactur1ngox

The United States, as a wholeg whiie gaining only 15ﬁ‘1n population9
experienced a 10% 1ncrease in manufacturing employment dur1ng the

same - period | | h ‘ A | - |

| Businessmen always consider-taxes as an important factor 1nv‘
determinlng where to expand or. locate their operations,‘ A representative
of one of New Jersey s 1ndustr1al development agencies told me that

in his contacts with out of state bu31nessmen interested in locating

in New Jersey, he is asked some very pointed questions on this

‘subject: ?”What about the tax assessment muddle in your State? - How



wiil it be resoived? ‘Specificaily‘hOW'will itiaffect my operations?ﬁ
_ ' Additiona11y, New Jersey's competitors‘in the race to
attfact7new¥industriés collect‘newspapef,headlines deploring the
v preSent‘aséessment problems and distribute same to prospective' N
businés5es sh0pping around for a iocation site; ILiuStrative of
»Ithese headliﬁes in chronological order {is oné»from the Morristown,
,Newaerseyb"Record”‘dated June 30, 1958. The headline is "Thorny
Tax Problem to bé éiredoﬁ The same date, Perth:Amboy,’&ew Jefseyh
"News" - "Probe starts into Jerséy?s Tax dilemma." Same date,

’Long Branch,kNew Jersey "Rééord“ - "Hearings will begin on Sﬁate
Tavaiddle}ﬁ »Julj 1, 1958, the following day, after the‘hearing -
l"No AnsWervto Bi1iibn-Dq11af Query - Jefsey Téxes,” February 11th
of 1959, NeWark, New Jersey "News" -_"New‘Tax Load Fear 1is Véiéed;"

February 12th, New-Brunswick; New Jersey' "News" - "Changes in Tax

Reform Bills Clearly Needed Says Dumont." New Brunswick "Home News"

Fébfﬁar&vllth - "Business, Municipal Groups Object to New Jersey

'~ Tax Reforms.” February 11th, Plainfield "Courier ‘News" - "Property

Tax Bills Scored at Hearing.” Finally, the real crusher, February 11th,

Trenton, New Jersey "Times"” - "Reassessment Program Seen as Threat to

State's Future fbr‘Industrial,Developmentg""
New Jersey's industrial development,reﬁresgntativés are
'at_an_ﬁnfairvdisadvantagé‘in séiling_our‘Stétegbécause of this°
o ‘While there is uncértainty as to. New Jersey's tax program;
vwideSptead apprehension*ﬁill Confinue to prevail concerning the
néture*andrekteni~6f.changés to bé'madeo‘ Theréfore, NEW"JOBS appéals
td_ﬁhe‘New Jersey Legislatufe to act promptly En clearing up such

uncertainty which has a detrimental effect on job opportunities.

L
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CHAIRMAN DUMONT: Do you have any speC1fic recommendations to’

make,‘Mr; McDermott - that is on behalf of your organization?

MR MC DERMOTT' No, I haven't Senator

CHAIRMAN DUMONT' Any questions of Mr, McDermott? Does anyone‘""

in the audience have any questions? Thank you.,

MR "MC- DERMOTT. Thank you,,Senator and Assemblymen.
CHAIRMAN DUMONT' Mr. John J. Magovern New . Jersey State Chamber
of Commerce. LR "

JOHN J. MAGOVERN' JR. With the permission'of the Committee

-1 would like to have an easel because I have some charts Thank you

very much, That is, if the Sergeant of Arms. doesn t feel I am

-obstructing-the eXit,

CHAIRMAN‘DUMQNT:‘vYOu don'trfeelﬂheis, do you:Georgel

MR. HARKINS: No. "'“" RN Ll

‘Mﬁ MAGOVERN' I am John J Magoven1 Jr., Executive Vice
President of the Mutual Benefit Life Insurance Company. I am appearing
here as Chairman of ‘the Cost of Government Committee of the New
Jersey‘State Chamber of Commerce._ v

I wish to thank the Chairman, Senator Dumont ‘and'the other
members of the Committee on ReV1sion and Amendment of Laws for‘thisk

opportunity to present the views of the State Chamber with respeCt to

_ the property assessment proposals which have been made the snbject of

this hearing I am also very appreC1ative of the interest of the

other members of the Legislature present. at the hearing this morningl»
» At the outset, l would like to make a technical request;_if I

may, that the full text of this statement, inoluding_the‘ohartsﬂand

exhibits, be incorporated'in‘the‘recordfof the.hearing; '

AR



| CI—lAIRMAN DUMONT. That will be doneq_“ |

MAGDVBRN"i With respect to questions, l have no obJection V

to questions but because this is presented by way of sequence and some of -

f»the questions might be answered as we get along -1 have no objection

| to the committee, but I would like, with your permission for the publicb

to postpone questionsob y ’ | - :':f R

CHAIRMAN DUMONT°"Iothink1we\can’hold‘all:guestionsuntil

| YOu are finished,‘ ' 'y' ’7: lr | }i v '%’l‘ N |

” MR MAGDVENN*lf° Thank you, Senator.; ! ‘

Now, to the business at hand the property assessment bills'

- and resolutions now before the State Senate and the position of

__ithe State Chamber on them° v » | v. |

| With your permission, I am- dealing with Senate Bill Noa 1;,‘

Senate Bill No. 9, and Assembly Bill No° 198 as a’ unit because they

have a fundamental concept that seems to‘me lends itself to such a

presentationo,; | ,- » | | L » | | - » o
The first two pages of my presentation‘are in the nature of_

a summary of the material and provisions sf the bills° Since the'

bimportant features of the bills that T intend to cover here today

- will be mentioned in the course of my presentation, I would think it

might be well unless you request to pass over the first two pages
¢ ) .

. and perhaps get down to the views of the State Chamber°

- Also since Senate 9 and Assembly 198 are identical this
statement and my references will be to Assembly 198 rather than a
combination of references° L |

o In principle, the New Jersey State Chamber of Commerce agrees

| with the intent of S l and Assembly 198 to require the use’ of real A ;~"

and personal property assessment ratios)which will result in the

o



aggregate statewide tax‘impact,of,the property tax on business
property and residential pfoperty remaining propdrtionately the same
as it is at pre'sent. |

' This intent‘is évident from the incorporation invthese bills
of the L-lL-1 relationship among the ratios for assessing real property,
business machinery, and business inventofies, fespectively;,which
the Ninth Report of the Coﬁmission on State Tax Policy indicated
would produce that result. According to the data presented in the
Ninth Report,retention of the same relative property tax impact on
business and residential property wpuld be achieved in the statewide
aggregate through offsetting changes in the assessment of business‘real
estate and in the assessment of business bersonalty.

So much for the principle, and here we come into the question
of practice}versus principle.

Both Senate 1 and Assembly 198 require that their provisions
become effective immediately. |

Among these provisions is a requirement that each person
owningperéonal property used In business file, under severe penalties
for non-compliance, information returns declaring the fair value of
his machinery, equipment and inventories.

Now,’uﬁon receipt of that information, returns for his taxing
district, the assessor would‘review and audit the returns and
determine the taxable valuations of the business personal property of
each taxpayer by applying the percentage levels of the fair value
of machinery and equipment and ihventories, respectively, called
for in the legislation. -

Under S-1 this would mean assessing machinery and equipment

in each taxing district at 50 per cent of fair value and inventories

7



at 12 l/2”perrcent‘oftfair Value;'under A'198'it would‘mean asSessing B

machinery and equipment in each taxing district at- the same ratio thev

. taxing district employs for real property and asse331ng inventories

: t a ratio equal to one- fourth of the real property ratio. _ »
The business personalty side of the property tax bill being

) yself executing and self equa1121ng, because of the self assessment

’ procedure of information returned by the taxpayer, would actually

| become effective immediately.

 The prov151ons in the bills regarding real property, however,“

could not become effective immediately in many, if - any, of the taxing

districts in the State,'

So far as real property is concerned the'assesSOr'would e
“be required under both biils (as under the present law), to'ﬁeter-‘
mine the full and fair value of each parcel of real property" at
" the price,"it would sell for at a fair and bona fide sale" as. of

]October 1 ; Thereupon, according to the bills, the assessor would

‘determine the taxable value of the real property in his district at

"_SO per cent of full and ‘fair value under S l, and under A 198, at

the rationestablished.for'the.county_or\f‘thispis important_- underr
certain}temporary circumstaﬁces,yat,the ratio_;stablishedby the
_ tax1ng dlStflCtor,; y ‘ . R o S
| ‘In the absence of a revaluation program, the assessor would.
be‘unable to carry out the real property provisions of Senate 1 or
Assembly 198, ‘, E [

This rather clearly points up the need for a transition
‘prov1sion because the fact that under these bills the business
'fpersonaity 51de of property assessments is self executing and self—_'

~equalizing while intra municipal equalization of real property o
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assessments must await revaluations; prevénts éttainmént of the
principle underlying these bills and makesvfor'gfosé inequity. The
solution of the problem r?quires effective transitiohvpfbvisions.

While Assembiy 198 has a section 37 whiéh is designed to cope
with some of the problemsaof the transition period, it falls far sﬁort
of the requirements for truly effective‘trahsition provisions,
Section 37 would be helpful =0 far as the mechanical difficultiés Qf
transition are concerned and could make a contribution toward the
attainment of equity in individual cases. H&wever, it would not
operate to prevéﬁt the sudden drastic shifts‘up and down in the percent-
age of the total property tax paid by the respective categories of
taxpayers, which under S 1 and A 198 would characterize the years of
transition from one basis of property taxation to another.

Now, if this works out right, we will have a chart and if it
doesn't, he will pull up the wrong chart.

Chart 1 illqstrates what might be termed the roller-coaster
effect of both Senate 1 and Assembly 198. ‘May I ask: Is that in
a convenient spot for the Committee, Senator?

SENATOR HAINES: Yes. |

MR. MAGOVERN:  We do have'attached to the statement
duplicates of this chart and if those, in the back can't see ---

CHAIRMAN DUMONT: Would anybody in the audience like to have
a copy of the statement with the attached charts?

MR. MAGOVERN: They will get them. We have copies,
Senator, I was afraid iIf I took it too far back the Committee
wouldn't be able to see it. (Copies of statement distributed to
members of the audience.)

CHAIRMAN DUMONT: Mr. Magovern, Senator Haines suggests



maybe that could be moved back because we havelthe same attached
charts hered That is far enough 1 guess. Go ahead. ‘ ,
MR MAGOVERN" Now the lefthand graph represents the percentage
of the property tax paid by bu51ness in the community° Under both
S1 and A 198 the percentage of the total property tax which is»
lev1ed_onvbusiness would experience a sudden‘drastic jump between
'1960_and l961,» Thatfis}the upacurve‘qp the:bluee Then it would coast
along, as you can see,'more or less at.a.plateau until'a revaluation.
is effeétediand then it wOuld'drop.back to some extent to more or
,lesshwhere it had'started from° Now the righthand chart tells the
‘inverse story for the percentage of the property tax paid by
resldentlal property owners° And you can see,‘tak1ng-the over—all.
tax amounts,‘they dropred down rather sharply in '61, go along until
the revaluation and then‘up they go. o | )
Now, these shifts arise from the fact ‘that under these bills
buS1ness personal property would suddenly be subjected to extremely
high assessment ratios compared to the present levels with no
offset in the assessment of business realty until later years after
brevaluations have been effected. » ‘
Section 37, which is a. transitional section affects this,
As you know9 Assembly 198 would require each county board of taxation
to select a ratio in multiples of ‘ten Wthh would be applied to real
property and business machinery and equipment The ratio applied to
inventories would be l/u of that applied to the real property, the
‘fmachinery and_e_quipmenta Each municipality in a county would be
required to?uSe the ratios established by its'county._ |

Under Section 37 of A 198 however9 the assessor has access to

a moratorium on use of his county's real property assessment ratioo,

10
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If, ’after?the‘county~has establishedvitsbbasic’ratio, the assessor o

'finds it 1mpracticable to shift his’ tax roll to the new ba51s'*'

for real and personal property, under Section 3? he may use any other
ratio he chooses for that first year, He WOuld presumably choose his -

present average ratio.» One of ‘the. factors that might cause ‘the

.assessor to consider it 1mpracticable to make the shift is the fact

that his addressograph plates‘carrying the assessmentsvwould have to: . o
be changed if the county ratio was ‘not prec1se1y the same as the actual’
ratio used by him in that taxing districto - | » | v,g

| Now, to illustrate the breadth of this we'Will’turn to Chant

2. Chart illustrates the situation with which municipal assessors

| would be faced under both S 1 and A 198 'The first column of'figuresh

represents for each county the - "average ratio"vof assessed to true
value of real property in the county, that is the percentage that

aggregate assessed valuations of all real property in the county is.

’of the aggregate true valuations of - all real property 1n the county

If each county board of taxation were to select as its real
property assessment ratio the multiple of ten nearest its average ratio,

alignment to it would require considerable; adjustment by its

‘.constituent taxing districts as the range set forth in the last
- column indicates. You w111 observe there the taxing districts - how they
go up from what they are actually charging various municipalities toj

~ the county ratio.‘f .

The data in- this chart also highlights the magnitude of the o
adjustments to. which real property assessments in the several tax1ngf
districts of the State would be subJect under s 1, which calls for
an 1mmediate statewide SO per cent ratio in the face of a current

statewide ratio of 29 35 per cent and a range of 7 62 per cent to

-fljp} |



110.75 per cent.

The evidence in Chart 2 does not militate against the desirability
of a statewide average assessment ratio for ;eal property nor against,
as a second choice, the desirability of 21 coﬁntywide ratios. But
it demonstrates the need for a ﬁransition period during which di stricts,
which encounter mechanical difficulties in changing their ratios
and/or difficulties in the realm of equity and economic practicability,
could effect the changeover without building inequity and economic 
suicide into their property tax assessmeﬁts.

As a practical matter, we believe that under Section 37.of
A 198,‘m§st, if not all, of the assessors would find it impracticable to
use their county real property ratios in the first year and would
retain their/district's existing average ratio on real propertyas their
declared ratio. Once the assessor has chosen his real property assess-
ment ratio - under A 198 the machinery and equipment ratio would
automatically be fixed at the same level and the inventorieé ratio would
be fixed at 1/l of that level and under S 1 the machinery and equipment
ratio would automatically go to 50 per cent and the inventories ratio
‘to 12 1/2 per cent.

'For §ubsequent years, Section 37 of A 198 would permit the
assessor to cohtinue using a ratio different from that set forth b&
the county provided he got permission from the Director of the Division
of Taxation. Granting of the permission would reflect finﬁings by
the Director that a revaluation program would be needed before tle
assessor could conform to the county-established basic ratio. When
granting permission, the Director presumably éould establish reason-
able conditions uﬁder which he would grant thét permission and
conceivably could make as one of those conditioné the carrying out

of a revaluation program‘ih accordance with the Director's schedule

12



of priorities provided for in another section of the bill and subject
ﬁo_standards which may be alsb prescribed by him.- |

A 198 would require any assessor who uses a basic assessment
ratio different from that of his county level to state in his
affidavit the ratios he is usings the bésic ratio which would apply
to both real property and machinery and equipment,énd the ratio
/Iy as big which would apply to inventories,

During the first yeér,Athen, and until a revaluation program
is put into effect mosﬁ, if not all, of the taxing districts would
continue to assess realty at their respective present levels of
assessment and with their present degrees of intra-municipal
variation. Assessing at the present levels of assessment would be
permissible under Section‘37'of A 198 and would be the probable
practice under S 1 since most assessors could not do anything else.
Thus, although the status quo for real property assessment would be
preserved, business persénalty would be subject to assessment at
ratios very‘much higher than those in current use and business
property would be subject to much higher taxes.

Let's think for a moment about this impact of bills on
assessment of business personalty. Even if, under these bills, the
assessors wish to make their real property assessment ratios
conform to the legislated ratios or the county ratios under A 198
and 50 per cent under S 1, all that coﬁld be done in the absence of
revaluations is to lower each real property assessment by fhe same
percentage or raise each real property assessment by the same
percentage, as the case may be, so as to come up with the new

average ratio. Now this would produce mechanical compliance with the

13



vratios prescribed under S 1 or A 198, but it would fail to effect
»_the much more important compliance with the principle of 1ntra-*
municipal equalization° In the first year of operation of a new
Iaweregulating the assessmentvof property, it would be‘difficult
even to‘effectuate a mechanical changeover in these assessments.
i@ecause of this/and'because A 198 WOuldrpermit, and S 1 could not
‘prevent, retention of existing realsproperty:assessment ratiOS‘in a
| transition periodyChart 3Tassumes their use byxthe municipalities ofv
the State° | | | | |
Now this chart illustrates the unfortunate impact of S 1

and A 198, as they are now written, on assessment ratios applicable
to business personalty° The right-hand set of bars shows for each
of the twenty municipalities, for which the Ninth Report of the
Commission on State Tax Policy published business personalty
lassessment ratios, the ratios on bu51ness machinery and equipment
which we assume would obtain currently under A 198. Under S 1
the-corresponding ratios‘WOuld'be SO‘per cent. ‘Under A 198 the
rétioﬂapplﬂ:able to inventories subject to tax would be, of course,
l/uiof‘the machinery and equipment ratios; under S l.the inventories
| ratio would be 12 1/2 per ‘cent.

| The left hand set of bars represents our estimate of the
ratios currently applied to business machinery:and equipment. The
magnitude of the increases inrthe right#hand:bars overathe‘left-hand.
bars'gives a good‘piCture of what isfin store for business personalty‘
if s 1 or A 198 should be enacted in- their present form As
»‘indicated by the data onvthe chart, in seven of the twenty taxing

’districts the ratio.appiicable to machinery and equipment under

1k
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A 198 wéuld be three times as great as the ratio estimated tb be
in use at the preéent time. In these taxing districts, and they
are listed here, the ratio applicable to inventories woﬁld also be
three times as great as the ratio estimated to be in use at the
present time. In the remaining thirteen ﬁunicipélities the
increases in thé bﬁsiness personalfy ratios range from 33 per cent
to 175 per cent., Experience similar to that of these twenty
municipalities characterizes the situation in the other 5l6
municipalities in the State. |

It shouldbbe noted that the impact of S 1 on the assessment
and taxation of business personalty Would be similar to that of
A 198. |

A study made by the Research Department of the State Chamber
indicates that the impact of A 198 on the business personalty
ratios in the several taxing districts of the State may be translated
into an estimated increase in tax on businéss property of $35 million
or more, almost a 50 per cent increase in 1959's $79.6 million tax
on business personalty.

The tax increase on business involved here is greater than the
- new burden on business imposed by the recent enactment in New Jersey
of a corporate income tax.

The imposition of that tax in 1958 impaired New Jersey's
competitive position as compared to our neighboring states of
Delaware, New York and Pennsylvania. Although these states also have
corporate net income taxes, they do not have ---

Can I give a hand? |

- CHAIRMAN DUMONT: We Jjust havetp rearrange the setup a moment.

15



Whilevwe are péusing here, I want to note the presence of Senator
Donal pr from Essex County, Senator Richard R. Stout from Monmouth
County, and As;emblyman Elmer Matthews from Essex County. |

Go aheéd, Mr. Magovern.

MR, MAGOVERN: Now I was speaking of the competitive problem
of taxation whfch faces New Jersey business and I spoke of the
problems in thé area of our neighboring states‘of Delaware, New York,
and Pennsyivanﬁa. Now these states do have a cotrpoéoratecnetiincome
tax, but they QO_not have other taxes on business which New Jersey
has. None of éuf neighboring states has a tangible persénal property
tax on businesg inventories and on machinery and equipment. In 1959
this tax dn New Jersey business, as I said, amounted to $79.6 million.
New Jersey a]ss has a net worth franchise tax. Of our three neighbor-
ing states, only two have both a ffanchise tax and a net income
tax; but one of the states, that is Pennsylvania, eiempts manuf actur-
ing from its franchise tax and the other state, Delaware, has set
a $50,000 maxfﬁum on its fréhchise tax. if to New Jersey's 1 3/
per cent,corpoﬁate net income tax is added the income tax equivalents
represented byithe tangible personal property tax and the franchise
tax, we find tﬂat New Jersey business would have the equivaleni of
a corporate neé income tax of well over 7 per cent as compared to
Pennsylvania's high of 6 per cent. In addition we héve higher real
property taxes:than any of our neighboring states. We do not feel
that New Jerse§ can afford to increase by ove? $35 million its
business persoﬁalty’tax which our neighboriﬂg states do not levy
at all.

Now I would like to speak a minute about the municipalities

16



and their involvement in this legislation. 1In effect, S 1 and A 198
would force New Jersey's municipalities to impoée thié additiondl
tax burden on business whether they wished fo or not. Because of the
self-executing informétional returns‘supplied by business‘under
both the laws, ﬂ1eré isAnothing ihe local assessor can.do‘to alter
the over-all impact of the new léw on the taxation of buéiness
personalty within the taxing district. Since it seéms reasonable to
assume that the pfésent levellof business personalty taxation in
the various municipalities of the State reflects the level at which
thé locél governing body wishes to assess such personalty, one might
assume that the municipal governing bodies Would not want the shifts
S 1 and A 198 would entail. Since 100 pér cent assessment of personal
property is the légal limit, it should be.apparent that the presentl
levels represent levels beyond which the respective municipalities do
not wish to go. It would seem that the level selected in eaCh
municipality reflects on the one hand the minimum that it wiste s business
pérsonalty to bear from the poiht of view of sharing the burden
with residential property and, on the other hand, the maximum that
it wishes business personalty to bear from the point of view of not
scaring off existing and additiohal industry and commerce.> If this
reasoning is correct, then thé passage of S 1 or A 198 in their
presentvformvwould bring about great dislocations in the distribution
of the property tax burden and Woula force municipalities to a course
of action which apparently they do not wish to follow.

| Also, the expansion ofbpersonal property aésessments, which S i
or A 198 would entail, would have serious repercussions undef the

present law governing the allocation of county costs and the
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'_distribution of school aid.
| 1 am sure that the Legislature does not wish. to create an
-automated,Frankenstein which, because of this inequitable transitional
period will seriously change and‘damage New;dersey‘business and will |
'_probably come‘up to plague its creators.d ' } |

Now we of the State Chamber of Commerce have =---

CHAIRMAN DUMONT~ Mr. Magovern,~may3I‘interrupt Just a'
vmoment? _ 1J‘ o - SR | | |

lVIR MAC:OVERN‘ Yes,' ‘ -

CHAIRMAN DUMONT*‘ How much of this statement do you plan to
- read here? I would like to know so that 1 can do some scheduling
.of other witnesses° Undoubtedly we are going to ask you questions

~about this.

-MRg MAGOVERN' Senator, when I get into the suggested amendment

I‘WOuldilike to be more in detail With respect to. our position,‘
the presentation of the: proposed amendment would indicate, I think,
our position if that would be satisfactory,x ‘. S

3 CHAIRMAN‘DUMONT°° Well do you plan to read the rest of the

statement - I.mean,.the entire statement?" f

MR,_MAGOVERN' Oh no,'no° I am sorry;_.ltwould like to"

- cover these7bills and S 2 ‘ Wlth respect to the other bills that

B | have detailed there in summary -fashion and also stated the position of

”theState Chamber, we have from time to" time appeared and I think made
:Hour views known?4 They were summarized here for the purposes of the
ﬁforecofd . ‘“‘ p H_ : | _h R ) : vglbg .“ 4»._.
| CHAIRMAN DUMONT° Now you are at the top of page 8 Do;you @}
plan to go through to the top of page lh, is that it? | | o
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MR MAGOVERN° Yes.j;, L B T
CHAIRMAN DUMONT‘ _.At some. p01nt during this, i Wili‘hiye to

'1nterrupt you to put Mr° Jacobson on because he has to leave by

Noontime and I know we can't finish your presentation and question1ng
o MR MAGOVERN' :idamhjust,aboutdready_to start,onfthe‘proposaltpj'
anthvwould_have no objection to beinéninterrupted‘by Mrrbdacobson._-v>
st this time.
CHAIRMAN DUMONT«‘ Well, I want to be fair to both labor and
management here. ' | | j o Mb E ‘ ‘vb bb‘ | -
MR MAGOVERN-‘ Lvanpfeciatefthat'and 1 hévé noisbjecxion*,ff'“
at ail Senator° 1 am very apprec1at1ve of your courtesy. L
- \CHAIRMAN DUMONT._ Is it all right to interrupt you here?
| MR‘ MAGOVERN? Certainly.f Go right ahead ,
b, CHAIRMAN DUMONT’ This won't interrupt your chain of thoughtzlr”

MR MAGOVERN. No, I have most of it down here and I can . ‘f"

. always Jump to the written part

CHAIRMAN DUMONT' Mr. Jacobson of the State cio cOunC11.‘;y:
JOEL R. JACOBSON° y Senator Dumont ~Honorable Senators and o
Assemblymen' I appre01ate very much this opportunity to present
our v1ews and I am partlcularly apologet1c to Mr.,Magovern for mﬁ

bursting 1n on h1m 1 WOuld llke to p01nt out that 1t 1sn't very

often that the State CIO will follow the Chamber of Commerce. I

assure you in doing so today, we do so more in a phy51ca1 sense than ‘

,a spirltual sense. But I w111vbe br;ef and‘I apologize forjthe5f3

1nterruption._

SENATOR FOX: The spirit of cooperation here this morning |

is marvelous.“‘



MR, JACOBSON:  We shall now proceed and ha'st‘en'_lto': the
:disagreements ; | | | | - ‘ L ; R -

| 1 would like to state that following this presentation by '
' the Chamber of Commerce with a great number of charts, there is'
no question that the problem of assessments is a very complex problem |
7and I hasten to add that I by no means consider myself an expert on
':assessment problem36 1 would however,'like to deal with a few

fundamentals Concerning the problems of assessment and these even I

- can understand and 1 would like to address myself to themo

' First,[it appears to me that a theory of taxation which is' |
imost befitting‘a system of government known as’democracy is the

' theory of taxation based on ‘the ability to pay : It is very simpleo

| The more you earn the more you payc» And for this reason the labor
movement has traditionally supported the theory of taxation ‘as
incorporated»in our Federal income tax ‘and we have just as V1gorously
opposed the theory of taxation devised by sales or excise taxeso

_NOW we have the very same- problem here in the levying of S

taxfassessment= on- property° The property tax in- and of itself -

its inherent nature is regressive° You will find that a low value home.

'~-can be taxed at the very same rate and is taxed at the ‘same rate
as a property irom which a huge corporation derives a huge profito
.Similarly,~comparing residential sites, a man who owns a $10 000 wooden
'palace.iinds hlmself paying the very same rate as a man -who owns '
a banonial estate of golden structure w1th a value of $75 OOOo
Obviously, this is a regressive system of taxation,._ul |

So even: when the ratio of taxation is constant the inequities

v'which are 1nherent in this particular system»df taxation'flourish,
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- and I must say at this p01nt 1t 1s no surprise to me at all when I

‘:find that the Chamber of Commerce seeks to retain this present system,‘:

But even where there 1s no variation in assessment inequity flourishes and

pthe 1nequit1es are compounded when because of economic, but more ?’

often political reasons,‘the assessment ratios are changed ‘
o | Now I would llke to refer you to the Sixth Report of thel

State Tax Policy Commiss1on which I don't have here, but I have

' excerpts from 1t° I have two charts that I would assume are authoritat1ve

to point out the particular point 1 am making.
| In the Sixth Report 1t compares the average assessment ratlo.’

by percentage for s1x of the state's largest counties and compares'

Vwithin these counties the average assessment ratio for properties 1n

B the largest 01ty within that countynﬁ As an example,in Camden County :

the average assessment ratio is 3h per cent In CamdennCity-it is

L2 per cent. This by the way,is on residential homes., In Essex

vCounty, h3 per cent, 1n Newark 47 per cento_ In Hudson County, 52

per cent' Jersey City, 63 per cent Mercer County, 3h, Trenton hO
In Passaic County, 37, Paterson h9 In Union County, 35, Ellzabeth
uh. Thus, 1t becomes very obvious that the one site owner- occup1ed
residency in the urban center assumes under the present system an «'
‘unfair and disproportionate burden of the taxationo- Now these
1nequ1t1es are compounded even further as ev1denced by the second

chart of the Sixth Report of the State Tax Pol1cy Commission,vi

'which they compare properties within the large urban area on the» o

’ basis of their respective values. As an example in Newark 18

properties valued at between $2 OOO to $h,OOO were assessed at 69

.vper_cent,A In tha very same 01ty properties assessed at over $20 OOO



_’were assessed at not 69 perhcent' but 41 per cent In’ Jersey City,
’the low value property 78 per cent, the high value property, 35 |

; per cent° Elizabeth the low-value property, 67 per cent, the high—’

vvalue property, 35 per cent Camden, Sl per cent for the - low value
property, 32 per cent for the high value property So again you

see that the low-value re51dential property has traditionally been

’assessed higher than the high—value property and I must point out by"

:;virtue of these facts, that the fall guy in each instance is the.?

little feliow who iives in his own low— or middle-value home 1n a.

hbig city He needs relief after 100 years of such inequitieso‘,"

“ We wouid suggest that if the Legislature wants to prevent ab
"property tax structure where the owner- resident of a one- family

- home with no income producing value wili be rapped with the confiscatory
’and prohibitive tax burden while absentee owners of high income-‘
vproducing properties will evade their fair share of taxation9

"lobviously something must be done° | p |

We would like to present for your consideration two specific o

| recommendations° One is a long range recommendation, the other is

"a short range one and can be done immediateiyr ‘ | : _ 7:

| The long range proposal we. would make is that the Constitution 3

-be amended to authorlze classification of property where non income—-'

o producing property could be assessed at a lower level than the high

" income- producing propertyo, Among the bills considered today 1s5v
.SCR 10 which would provide the same basic structure of classifications
of property° However,»SCR 10 is def1cient in the respect that it |
-would set the ratio as computed by the average of the existing ratiosb

for ‘the past ten yearsol Of course, what thlS would do wouid be merely
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to. freeze the eXisting'inequities; What we propose as a rule of
thumb is that perhaps something like this could be incorporated into
the amendment' that owner-inhabited re51dential areas,be assessed

at L0 per cent of true valuey, that real estate and commerCial‘

properties be assessed at SO per cent of true value, that industrial

and commercial_business'properties be,assessed at 75 per cent of

true value, and railroads at ‘90 per cent.

Our second recommendation is of a short-range nature. Because

- a constitutidnal'amendment obviouSIy-will take some time, We-would

like to recommend that in the interim the Legislature extend an option_:
to municipalities to grant homestead exemptions as high as $S 000
a year to‘the owner-occupied one—family resident. This would provide
the muniCipality with the means: to ease. and eliminate the wholesale
inequities now existing because of the- regre551ve nature of ‘the -
property tax. N |

Once again I want to apologize to Mr° Magovern for.the
intrusion and to’ thank the Committee for its attention and courtesy

CHAIRMAN DUMONT - Any questions of Mr. Jacobson7

Do I understand you want to set railroads at 90 per cent -

' under this claSSification7

'MR,»JACOBSON; That's right°

CHAIRMAN DUMONT: Don“t you think that might interfere
with the pOSSibility of continuing passenger train serVice,'which o
is_getting,torbe - well, which‘isn't getting to be,_but,whichkis a
vital necessity'to'many'thousands‘of:commuters in New Jerseyl |

MRr_JACOBSON:t 1 knowg $enator, that theyrailroads_are‘prOnejf
to compute their profit andfloss statements‘on-the.basisrofvpassenger 2

1‘23's'
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service and - then freight service° 1 donit-know why they:do'this;,'

';As a matter of fact I do know why they do this, and it seems to me-

: that it would be much fairer to present their profit and loss statement
as an example of their total operation. It is perfectly obvious that -
the railroads are making their normal returns on their freight service,
but they continue to ‘talk about their deficits in passenger serviceO:,

I don't know why these two couldn't and shouldn't be computed togetherorv
| _‘ CHAIRMAN DUMDNT. Suppose, however, through applications
“for curtailment or elimination of trains, we. were forced into a position'
V_in hew.Jersey where we had to have twice as many highways to handle o
mass transportation as we otherwise would if the trains were ‘kept |
running, WOuld that be an economical move, do you think? ‘

| MR. JACOBSON°F= Of course, the transportation problem is
gnot directly related but indirectly related to a problem that I
understand, I don't know that the levying of the 90 per cent tax"
"ifon railroads would cause the economic distress that would make it
necessary for us to do what you just quotedeijaxi : _ p‘
| CHAIRMAN DUMONT' Now your second recommendation in regard

\

:‘to homestead exemption, that is approximately the same value or
';amount as Florida has in effect for homestead exemption, is.that’i:
' correct? 1 | | . -
MR JACOBSON“ That's right
CHAIRMAN DUM@NT" ':'Any other questions? Does anybody in the
audience have a question? Will you identlfy yourself, please,_'
AUGUST CHURCHa My name is August Church lvam the Tan:‘
v Assessor in North Plainfield New Jersey ’You made.a statement that o

you know of a small house of low grade and a large house of a good

grade, a mansion type home, that is being assessed the same.. That



)

town definitely has not had a re evaluation program because I doubt

very much that such inequ1ties could continue to exist in the event

that they have had an equalization program,» Our ba81c problem is-

equalization before any assessment is placed But 1 think you are 'vd»

talking about some place that has let their tax assessment procedures

_-fall pretty low because most of us assessors are trying to maintain

-fairnessvand trylng to distribute the tax burden»as'fairly as possiblejrfs-

I know we have to have a re evaluation program before we can do thato.:53'

SENATOR FOX' ' I think you missed Mro Jacobson's obJection L

lrif I am not mistaken )His obgection is that the same- tax rate applk:s tO‘

'both of these homes even though they are distinct and different in B

character. That is.the p01nt that he was maklng° | .
MR CHURCHf‘ Well if you have a basic monetary value per"

square foot and per type of home, you certainly would have a differential;"

~in the value placed before you apply any ratio° So regardless,:at

'manfin a small home is going to pay a lot less than a man in a big ,{.

house. B | | e
“MR. JACOBS@N’ I do think you missed my po1nt. I was: md{ing

tWo points, I thought° One is that if the level of assessment is’

the same for a man with a small home as it is for a man Wlth a

large home,:thls is baS1ca11y unfair° And the second p01nt was thatvll

even if this is unfair, what is ex1st1ng practice is even worse

v'because of the varlations in assessments because of economic, but 7

more often political reasons,» R _ _ _ ‘
MR CHURCH. Well I don't know where the polltical angle v
comes in. - o B | -

o MR;iJAQOBSON:Livery;simple,jyeﬁfknownthe'assessor;_inusome

"fééf;fff;'



caées, you get a lower assessmento‘
| MR. CHURCH: Well, I don't know how it is in your town,
but you wouldn't get away with>that in mihea |

MR° JACOBSON: I would certainly hope So; and I wou;d certéinly
hope that the equalization you talk about could be put in practice
throughout the entire state. I would just like to_emphasize that
thesé were not my statistics; Ibmerely reported to you what'was'iﬁ
the Sixth Report of tre State Tax Policy Commission.

CHAIRMAN DUMONT: Any other questions of Mr. Jacobson?

Just one thing, suppose you had this $5,000 homestead
exemption. You understand, of course, there wpuld be é substantial
shift from dwelling houses to something else if the same amount of
tax revenue were still to be méintained by municipalitiesa

MR. JACOBSON: Right.

CHAIRMAN DUMONT ¢ Where do you think that shift would take
place? We know where it would go from, but where do you think it
would go to? |

MR, JACOBSON: Well, I would hope, Senator -- of course, we
are stepping oﬁt beyond'the'specificvarea‘of'assessments; we have
to go to other.éuestions of where We get our additional revenue.
This @s a wide subject. But I would be very happy to give yduba
quick answer as quickly as I can.

1 am éiways‘émuSed, but it is not funny, wheh people say
that we don't lave a sales tax in New Jersey when something likeA
60 or perhaps 70 per. cent of our total revenues are derived from
sales or excisé taxes on gaSoIiné, cigarettes, etc. We all know

this. It appears to me that in 1958 for the first time in almost
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2,000 years, a tax was'established on New Jersey corporations and
that they did pretty well for 1,958 years, remaining unscathed
from this particular source.of taxatidnf' We would like to see the
tax on the corporations increased, of course, If at that point

there is still insufficient revenue for meeting the needs of the

N

state - and I am inclined to think thete would be ~ we would consider
the levying of a state income tax with a certain level of exemption.

I would have to further dispute - and unfortunately I don't
have the report with me, but I could refer you to it - the statement
made by too many businessmen that because of our competitive position,
industry would leave - New Jersey QF‘WOuld not be attracted to ito‘
There have been any number of surveys and studies made by universities
and even by the Department of Commerce of the United States Government,
indicéting that while taxation, of course, is an important factof,
it is rated very low in the scheme of things of items to be considered
in locating a plant. I believe it was 1lth or 12th, that it was
a factor to be Considefed°

CHAIRMAN DUMONT: Well now, you are talking about increasing

existing state taxes or even the imposition of a new state tax.

This loss to municipalities WOﬁld have to be made up by the municipalities

apparently, at least under the present tax structure., How would
they make that up - from other property taxes that are now imposed?

MR. JACOBSON: Well, if I understand the problems in most |
municipalities, it is the problem of aid for education, the school
problem. If there were sufficient revenues to be derived from tﬁe
new taxes in the state, this burden could be lifted from the

municipality by the state.



CHAIRMAN DUMONT: Any further questions? Mr. Farrington,
ASSEMBLYMAN FARRINGTON: Mr., Jacobson, éven assuming
additional state aid to municiéalities, tre shift itsélf will still
exist. Do you have any idear-and I am thinking particularly in
rural and residential areas, where this shift might very wélllbe

right back fo where it came from.

MR, JACOBSON: Well, I don't knoﬁ if that would be the case.
But it appears to me that a shift should téke.place, as indicated by
the figures I have cited, and the shift should be shifted to the
shoulders of the right fellow.

CHAIRMAN DUMONT: Thank you very much,;

MR. JACOBSON: Thank you very much, and again my apologigé
to Mr. Magovern°

CHAIRMAN DUMONT: All right, Mr. Magovern, you may resume.
Do you‘suppese’that while the two sides here ére,in a conciliatory
mood we couid fesolve the unemployment compensation probiem?

MRo'iaﬁCOBSONs We would be very happy to try.

JOHN J. MAGOVERN, JR.: I think I should perhaps at this
juncturebjust point out that representatives of the S£ate Chamber
.have on a number of occasions brought to the attention of the .
meﬁbers'of the Legislature the Seriaus shifting of property tax
impact which would result from legislation which lacks provision for
bringing together in time the real property assessment and the
personal propefty assesément shifts; For example, you will fecall
the Chamber's bulletins to members of the Legislature ﬁﬁ which we
opposed the homestead exemption. This problem was poiﬁied out

~again and again. At the hearing in April of 1959 we presented the
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case, through avrepresentative,against.the‘dquble filing of personal
property tax returns. We cited the hazards incident in the timing
problem and pointed out the consequences if it were not solved.

Now while I have outlined the hazards, the dangers, the
problems, I would like to suggest here an amendment which we hope
will lend iﬁself to a solution and perhaps your serious considerationor
So far as Assembly 198 is concerned, the amendment takes the form
of a revision of Section 37 of thatbill. Senator Fox, you asked if
we had suéh a revision and it is attached to this statement as Exhibit A.
Also attached to this statement as Exhibit B is a proposed new section
for Senate No. 1, which contains a draft of the language proposed
if Senate 1 should be amended to encompass a‘transitional period,

Of course, it is intended that the adoption of these |
‘amendments will be accompanied by adoption of such other changes in
the bills as may be necessary to make the remaining sections of the
bills consi§tent‘with these amendments. For example, I have in
mind the technical changes of the filing‘détes ‘té "January 1, 1960" and
to"on or before June 30, 1960, and changes such as that.

Now, the provisions of the proposedvamendment by the State
Chamber of Commerce: The amendment proposed by the State Chamber would
impose certain requirements on any assessor who, Iin preparing his assess-
ments of property for 1961, finds it impracticable to use his county'ts
ratios, or whose taxing district has not had a revaluation in five
years, Under either or both of those circﬁmstance, the assessor
would prepare his real property assessmeﬁts in terms of another
ratio, and it would pfobably be the same ratio he»has used in his

1960 assessments} The assessor would then be required to assess
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business machinery and equipment at a ratio unrelated to his real
property ratio, but designed to fit the specific situation in his

‘ taxing‘distric., which ratio he would find ﬂlnnugh the use of a

formula'or by <onsu1t1ng a table called" the "Business Personalty Ratio

Table," The formula and the‘table/which reflepts the formula were

developed by the Research Department of the Sﬂate Chamber of Commerce,_

The assessor would assess business inventories subJect to tax at one-
’ fourth of the assessment ratio he used on machinery and equipment . He
'would also be required to include in the affidavit submitted to the
County board along with his assessment list a*statement of the three
assessment ratios - that is, real: property, machinery and equipment
and inventories - as used by him.

The "Business Personalty Ratio Table" is so designed that

by applying to the fair value of machinery and equipment and to the fair1

value of . inventories respectively, the ratios in the Table ‘which are
rapplicable to his tax1ng district, the assessor would derive the
same amount of business personalty assessed valuations for 1961 as
he has for the year. 1960° The 1961 distribution of the business
personalty assessments as between 1nventories on the one hand and
vmachinery and equipment on the other, might differ from the 1960
distribution because of the 1mpact of the u to 1 relationship between
the machinery and equipment ratio and the inventories ratio; but. |
the total bu31ness personalty assessments in 1961 would be. the same
as in 1960, apart of course, from the tax exempt inventorieso

Under the State Chamber amendment .in succeeding years, under
hstated circumstances, the same ratios would be applied to machinery
. and equipment and to 1nventories respectively, as were derived from N

4

‘the Table. In these future years: the personai property ratios would

30

oo,

@



continue to be used in districts where the Director of the Division
of Taxation permitted, as under Section 37 of A 198, a real

property ratio-different from that of the county under A 198 and
different from the state ratio under Senate 1. The ratios would also
be used in all districts which had not completed a revaluation in a
six-year period prior to the year In question.

The proposed amendment would also require that in any
district, in which the personalty ratios which would flow‘from the
real property ratio adopted by the distr@ct would be lower than those
derived from the Table, the lower of the two sets of ratios would
apply. In other wordss if a district should use a ratio for real
property of 16 per cent ratio on machinery and equipment and a L. per
cent ratio on inventories and the Table should indicate ratios of
15 per cent on machinery and equipment and 3.75 per cent on
inventories, the actual ratios to be used would be 15 per cent and
the 3.75 per cent, respectively,

Now, how does this differ from the present Section 37 of
A 1987 Section 37 of A 198 permifs an assessor to use a real
prdperty ratio different from that established by the county if he
finds it impracticablé to use the county ratio. But under Sedtion_37
the assessor would be required to assess business machinery and,
equipment at the ratio used for real property and business inventories
at a ratio one-fourth the real property ratio. The effect of this
arrangement hés already been observed in Chart 3 where the asﬁessment
ratios applied to business machinery and equipment under A 198 would
tend on the average to be 2 1/lL times the present ratios. In the

absence of any reciprocal action on assessments of business realty,
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" there would be a shift of property taxes to busmesso

Under the State Chamber proposed amendment this sudden drastic o

increase in bu31ness personalty assessments would be averted. By means
_of the formula or the Table any assessor could in a few moments find
- the ratios be should apply to the fair value of -business personalty
~ to come up,with the same total of assessed Valuations of businessk'
a’personalty for£l96l as he had for 1960o Lihevthe ratiofon'machinery
and equipment and thebratio on,inventories,jwhichlwould\be-uSed by‘
the asses30r under:eitherlsfl'or A 198, the‘ratio onfmachinery and
eqnipment and the ratio on'inventoriesiderived from‘the‘Table are
related to eaCh other as [ to l, The difference is that the Table
Jratios called for in the State Chamber amendment ‘are not tied to the
real property assessment ratio, In effect, what the amendment says
.is thiss So long as real property 1n a taxing district cont1nues
to be assessed at its present ratio or without the intra -municipal
equalization derivable from a competent revaluation program, for so
' _long should business personalty be assessed at the same ratios
currently in use for that category of property° |

The left hand bars in Chart 3 give our estimates of the
present ratios being applied to’ business machinery and equipmentb
Our estimates of the ratios being applied to inventories are one-
" fourth the ratios estimated for machinery and equipment These ratios,
of course, are derived from the Table and should be interpreted as |
answering thevrollowing,questionm If business personalty,assessments
for 1960 had bésn derived bycapplying'a ratio to inventoriesll/u as
big as the ratio applied ‘to machinery and equipment what would those
ratios have been? And those are the answers°

The machinery and equipment ratios . shown on the left side’ of
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Chart 3, in addition to representing our estimates of the ratios in
present use on a A‘tp 1 basis, are also the ratios which'we estimte
‘would be used in effectuation of the amendment. It should be noted
that the amendment holds constant only the aSSessméﬁtvratios applicable
to business p;rsonaltye It does not hold the assessed valuations
constant. Thus, if the transition years preceding the completion of

a revaluation program in a taxing district should witness marked

growth of business personalty, under the amendmeht the assessed
valuations would reflect this growth while the assessment ratios

would remain constant during the transition period.

I should 1like to pdint out that while the data represented
by the bars on the left in this chart are estimates, the ratios
~derived by assessors from the Table would represent the ratios they
would actually apply to get the same total of assessed valuations
for 1961 assessments that they have for 1960 assessments.

Now, how does this Table work? We haQe Chart h-and we have
tried to do it here by steps. This i§ how the operation of the
Business Personalty Ratio Table would work,

As indicated on the chart, the first thing the assessor does is
to add up‘tﬁe fair values of the business personal property in his
taxing district as found on the returns and aslestimated by him in
those instances in which the taxpayer fails to file a.feturno
This gives him; as shown in thé topmost bar‘én Chart l, the fair value
of all business personalty as df January 1, 1960. . In this illustration
it is assumed that the total fair value of all bﬁsiness personalty
‘amounts to $10 milliono That is at the top of that bar.

Secondly, the assessor compares the $10 million total fair

value of all business personalty as of January 1, 1960, with total
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assessed valuaﬁion nfrbusiness persenaity»in‘his taking_distriet as of
~ October 1, 195?°v‘Asuthe middle bar’enfChart‘u‘indicates, we are
assuming.that ﬂﬁ this‘taxing‘distriet the total .assessed valuatian ofL
business personalty on October 1, 1959 was $1 5 mlllion° Comparing that
'figure with the $10 million of fair value of all business personalty as
of June 1, 19603 the assessor finds that the assessments equal 15
pervcentbof'the fair value total. | |

| . Thirdly, the assessor adds up'the inventory fai r vaiues as
founa in the returns and as estimated by him and finds that they total
$5 million, as indicated in the upper half @f the third bar on Chart u
Likewise‘he-adds up. the machinery and equipment fair values, ‘as found

on'the information returns, and- as_estimated by him in cases where no

rreturnfwas filed. He finds that these; in this particuiar example,
‘also‘tbtal $5 Ailiion,' Thusy the percentage that 1nventory fair
values are of all business personalty fair values is 50 per cent.

~The assessor. then looks for 15 per cent in the Business -
Personalty Ratto Table. Now, this sounds cemplicated, but actually‘if
you follow it‘stepﬂby_step you read like a tax.returng.l hope, from
one -to the next. = | : |

‘Nothhen the assessor‘goes and loeks for 15'pen-cent'in‘the

first column of ‘the Business Personalty Ratlo Tableoi.Thisvis the column

which is»haaded'aS'fOIIOWSé "If the average assessment ratio on business

v.personaltypon‘®ctober 1, 1959 equalled.” The'percentages are there.

In other erds, this column'represents'the percentagefthat tdtal

-;assessed valuations of business personal property as of October 1,

1959 are of the total fair value of business personal property as
of January 1, 1960... .1 am really speaking of this fourth,area down
hereob | | | ' -

b
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He then.looks for the SO per cent column 1n the top row of
the‘Table The Table cons1sts -- perhaps I should explain the Table
‘ta l1tt1e bit here Q— the Table con51sts of three sheets, the first of
Wthh covers the percentages that bu51ness 1nventories‘-— The‘
Committee doesn't have to be disturbed about the. smaller figures
This has been designed to meet the example that I have been giV1ng
| ASSEMBLYMAN MATTHEWS: We have it here. | o
MR. MAGovERN:"Yes,_thatis fight. | |
‘The Table consistsiof three sheets, ’the'first of'which cOvéré,f
the percentages that business inventorles constitute of all business
personalty ranging from 1 per cent to 35 per cent, inclusive, the
second of which covers inventory percentages ranging from 36 per cent f‘p
through 70 per cent, ‘and the third from 71 on up through lOO |
N Since, in this 1nstance,fthe percentage} that,1nventor1es consu_tute”r;
of the total fair value of all business personalty is 50 per cent-*theg
assessor would turn to page 2 of the Table -and proceed along the top
row until he comes to SOA,K Where uw lSA row on page 2 meets UE
507 column, the assessor flnds the assessment ratio to be 2h7. This bf
is the ratio that he would apply to the fair values of machinery and
equipment subJect to tax., He would then applyl/u of this percentage
or 6 per cent to the fair values of 1nventor1es subJect to tax in
making up his 11st of taxable values of business personalty
_ This is Chart 5 and 1t shows the SO/ column and the 15/ row
on page 2. of the Table and shomshOW'that 2&/ in the earlier chart is
“arrived at.. If ‘you will replace that chart Just a second it can be
seen those little dots are intended to reflect the larger chart there:;
‘so that it fits in W1th the explanatlon a - K

Now, attached to this statement 1s a complete version of

Pt
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the 3 page BUSLHGSS Personalty Ratio Table W1thout the highlighting

J’shown ‘on. the chart or on page 2 of the Table in the example,_

? Now,vturning back to Chart h for a moment

how-thejuseﬁof

let us examine»f

the Business Personalty Ratio Table enables the

'assessor to come up with his 1961 assessments totaling the same E

eas 1960 assessmentsm

fpif,l may_again

here;

}rfnat'no inventories which were subJect to tax as of October 1 1959

in]are exempt from tax ‘as of January 1 1960

r;in the Busines

‘f»seen would ap]

"and equipment on Januaryvl 1960.v

millionr
?fﬁér‘cent ratio
. produces a tot:

 The sum of the

. equipment,7plu

‘111nventories, e

ras of January
h:mof October-lw

What a

1to list them,ht

RERRE P &
R SN
7;assessmentLinl
T.abiehchanées in

| “'152, It

bringing about

2h per cent of $5 million is $l 2@0 OOO

Personalty Ratio Table the assessor, as we have Just

This we have found to total $S
Applying the 6
to the fair value of inventories on January l 1960

il assessed valuation of inventories of $3OO OOO

\.V~

$1 200 GOO of assessed valuation of machinery and

3 the $300 OOO of assessed valuation of business
quals total assessed valuation of bu51ness personalty
1960 of $1 5 million.
1959, which is the basis for the 1960 assessmentsapf’
re the-advantages,of‘this amendment2 I have tried

31"€o N
i the present basis and a new basis for property

1 property tax impaet,.

goes a long way toward solving the timing problem by

And I would 1ike to Just run through an exanple'

Let us- assume, for the purpose of this example, -
Under the formula embodied

nly the ZM per cent ratio to the fair value of madiinery

This is the same as tha total ;

provides for an effective transition period to bridge '

ﬂew Jersey, thereby softening the impact of the inevit—v: -

a»coincidence,of.changesgin ‘the assessment‘of.busines5g=

L



_ \personalterithichanges‘in‘the‘asseSSment of business, realty.

Bx:fit*WOuld preVent the’sudden;rsharpfincreases‘in the
ratios'appliéable-to buSiness machinery and equipment and inventories .
for purposes of the 1961 assessments°

u;‘ It prov1des an opportunity for studylng the effect of the

L-h- 1 relationship among the ratios applicable to real property, '

: machinery and equipment and 1nventories ~respectively, without doing’-

serious damage to the State's economy.

5@? It will provide an opportunity for testing whether the

- u h—l relationship among the assessment ratios will actually achieve

the intent of the Legislature which underlies S 1, A 198 and other

.predecessor bills, namely, that the relative aggregate impact of the

' property tax on business and residential taxpayers will be preserved

6 CIt WOuld prevent severe -sudden and drastic changes,in,the,

municipalities W1th respect»to their policy asvregards‘the taxation of

‘business personal property°

‘ 7.& While preventing these drastic changes, it retains the

advantage‘in tn?:bills,of establishing a ceiling on the assessment of

~real property, of businessfmachinery'and'equipment, and of inventories;

8. It removes,the element of operating in the dark which

. would be involved in legislating ratios whose practical impact oan

' only be estimated ]but the estimates.of which indicate,extremelyfA

unde31rab1e consequencesrz ’

v95A It would save the businesses in the State.- that's the -
corner gas station, retail stores, the manufacturing'plant - all
business - from an ' entirely unwarranted and . unnecessary $35 m111ion vi
1ncrease in its property”tax burden., -

hld; It WOuldfeliminatevthelblanket increase in assessments
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rwhich‘would:oth
bthe'busineSS'pe
and‘the ‘new Lot
ratio and ‘the i
‘/enough without

Sl It

erwise fall on business personalty . The shifts in'

rsonalty. tax among business taxpayers due- to equalization N

o1 relationship between the machinery and equipment
nventories ratio under the tax bills will be serious
this additional blanket increase in assessments,,

would prevent the sudden shifts in the allocation of

countyvCQSts and the distribution of school aid which would- occur. in

the absence”of

B
and because‘of

the amendment,

12, The amendment because of the formula which is included cf-

the Bus1ness Personalty Ratio Table is extremely

simple to administer,r It may not have sounded so’ in the long explanation

"here; but when

you take a pad and a pencil you can- do it quickly

. would relieve the members of the Legislature of thezfi' d

very,semieusvresponsibility which would ensue from the passage of

legislation‘Whi

ch without the amendment would entail such shifts in

property tax burden as the legislated personal property ratios would.f='

~ be sure'to:involve.

Now, in connection with this, We also have a further amendment

that we would like to recommend. We,recommend_that subseotion:(d)i,v

of-section 13 of_s,l and that,sections_SpandFQQof A{l98‘be amend ed “

so as to proviee that'such-Costing'and.depreciation methods~as are

acceptable for

Federal income tax purposes shall be accepted by the ;"'

Director of the Division of Taxationop We also recommend that . sub-_

section (e) of

section 13 cf Senate l and section 6 of A 198 be

amended to. provide that - the fair value of inventories should be J'_‘

determined according to the average fair value of such property

|

on the ba31s of cost or market whichever is. the lowero

The purpose of the amendment requiring the Director of the

o



Division of Taxation to acéept such costing and depreciation methods
as are acceptable for Federal 'income tax purposes is to eliminate.
the very seriéus problems and costs of compliance which woﬁld oth erwise
obtain, Without this amendment a very costly and irksome chore
could be imposed on New Jersey business,‘that is, the neceésity of
setting up costing and depreciation methods for the special purpose
of complying with the new system of property assessment and taxation.

The reason for the'suggested amendment with respect to the
fair value of inventories is to insure that the apparent meaning of
the language in subsection (e) of section 13 of S 1 and in section 6
of A 198 is also the actual meaning of that language.

The State Chamber‘does not reject in any sense its earlier
support of fixed, statewide assessment ratios for real property, for
business'machinery and eqﬁipment, and for inventories, respectively,
as prov@ded for in Senate 1.

| However, at this time the State Chamber favors the passage of
Assembly Bill No. 198, but only if it be amended by incorporatiqn'ih
section 37 of the amendment which is attached te this statement and
which calls for the use of formulas or a Business Personlty Ratio
Table to enable asseésprs to determine the assessment ratio to
apply to business machinery and equipment and business inventories,
respectively,

Unless Assembly Bill No. 198 is amended as here proposed,
the State Chamber of Commerce is opposed to the passage of that
bill.

I would like to deal with Senate Bill No. 2, if I méy,'at

this time, because it has sort of a»rélétionship to this situation.
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Senate B111 2 1

'Appeals, count3

'the "common level" in the taxing district

m1ttee and the

The bill prOV1des that it would be presumed
'rebuttal by the taxing district

common level of assessment

srovides for thefappeal before]the Division of Tax '

f'taxfboards,'and theﬁSuperior'Court with respect tof"

1 am sure that the com-
members of the audience are familiar with that°
subject‘to
that the-common level, that is the

1s within a range determined by the

unweighted average ratio of assessed to true value of real property

plus and minus

15 per cent of the average as determined by the.

Divi31on of Tax Appeals.

The bill also provides that it would be: presumed

‘ to rebuttal by

subject

the taxing district that discrimination has been

established whenever the division, board, or court is satisfied by

the proofs that the ratio of assessed to!true value of the property

exceeds the upr

_may be reduced

>er limit-of the range, in which event the taxable value

or 1ncreased so as to be within the range.

A useful workable definition of "common level” would indeed

’-bepWelcomed_by
discriminatory
'leyel"sbut who
is not the "con
.isiextremelyldi

j However
definition of "
cases in which
the upper’limlt

of the property

the complaining taxpayer who has been told that a

mon level " and that in most cases a "common level”
fficult if not impossible9 to find

, much of the benefit derived by the taxpayer from a

the ratio of assessed value to true value exceeds
of the range and by providing that the taxable value
; may,be reduced so.that it will fall within_the ralge.

o

assessment-may be remedied by.reduction tovthe‘"common_

hasfalsovbeenttold.that”the average assessment,ratio 'o

common ° level" is vitiated by 'S 2 by limlting its use to



~Chart 6 illustrates the effect of the provision in $ 2 that
discrimination is not.presumed to be establishedrunless,the appellant's
property assessment exceeds the average ratio of assessment by 15 |
per cent. |
In this illustration it is assuméd that the overall average
ratio of assessment of real property.in-the'taxing district is 48
per cent. - Thatuisfthe'cenﬁer mark., It is further assumed that
" the average assessment ratio for réal,property in Category A is
Sh per Cent; while that for Category B is 38 per cent. Under S 2
the "common'level"'ih this case would fall within the range 10.8"
per cent to 55.2 per cent. Thus, in order to take advantage of  the
"presumption made available by S 2, the aggrieved taxpayer's property
assessmént ratio would have to exceed 55,2 per cent. Out of the
100 properties‘— and these dots repfesént properties - In Category A
with assessment ratios'aVeraging Sl per cent, only 28 are assessed
at a ratio above the 55.2 per cent. Therefore,‘only‘ZB»of the
pfoperties‘could‘avail themselves of thé presumption provided in $ 2,
although all of them are being subjected to serious discrimination =
as compared to the.60 properties in Category B, whose assessment
ratios average out at 38 per cent, |
‘As shown by the text in the center of the chart, the basic
rangé of discriﬁination not covered by S 2 amounts to 35.3 per cent.
This means that S 2 would permit of permanent discrimination to the
extent of.35;3 per cent or more against a taxpayer dr category of
taxpayers, without availing the aggrieved taxpayer of the presumption
provided in the bill. In any particular instance, as in the example
set forth in Chart 6, the range of discrimination not covered by S 2

could be higher 1like the 57.1 per cent in the present éxample, in the
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‘sense that;this:isvthe.difference'between‘the assessment’ratio;ﬂk

.":ijtheJPPOPertyuwiﬂl the lowest ratio andithe'assessment'ratio of-“

f‘-thelproperty’ai

the upper limit of the range within which ‘the "common

level" is presumed to lie.i_"

The New Jersey State Chamber of Commerce, therefore, recommends35ﬂi'§ff:

**that S. 2 be amended to define the "common level" as being W1thin a

|

F"range determined by the unweighted average ratio of assessed to true

T,jcentbof'such~average, and to establish a presumption that discrimination o

“fivaiue of real property in the taxing district plus and minus S per, |

' has been'estab]ished upon proof that the ratio of assessed to true [

) value of the pxoperty exceeds the upper limit of the range,'

Now we

fiifavor of a 15 per cent margin on either side of the average ratio,

'fbut we do not 1hink that they have relevance here°

For example,

f-there_is.the argument that the best result one could expect from Lol

'.'afprofesSional

- leperycent,f

revaluation is a coefficient of dispersion of 10 totuo

"'The fact is that the size of the coefficient of

dispérsibnfin studies of the results of such revaluations is as much

7»?the>product‘of

the shortcomings of the neasuring rod and the in-ra Rrae

Ef“adequacies of 1he sample used by those who evaluate therevaluations

. as. it is the product of variation in the revaluations themselves,f"

Furthermore, since it is because of the vagaries of :

appraisals, assessment and revaluations that a legal definition of

' the "common le

el" concept is necessary, the fact that such vagaries,

_exist is hardly a reason for excluding a large number of taxpayers
l _ : . v
from the benefits of the definition,‘,§~fr o

The inadequacy of the remedy is pointed up by Chart 7

B 'Chart 7, which

is the one on. the easel illustrates the possible

o 42
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effect of the provision in S 2 thét successful appellants WOuld have
the taxable value of their property reduced so as to fall within the
range of the average ratio plus and minus 15 per'éent, Chart 7 is

the same as Chart 6 in every respect, excebt that it shows what might
happen under S 2 to the 28 properties which had been subjected to

an assessment ratio over the 55.2 per cent upper limit of ther"oommon
level" range. It relocates these 28 properties just within the 55.2
per cent upper 1limit of the range. As indicated by their position in
Chart 7, these properties, although they have been handled in accordénce
with the provisions of S 2,are still being subjected to a serious
degree of discrimination. They are merely just brought down sufficient
to come within the large range provided by the bill.

The New Jersey State Chamber of Commerce recommends, therefore,
that S 2 be aﬁended to provide that the taxable value of the property
of the successful appellant be reduced so that its assessment ratio
will coincide with the average ratio of assessed to true value of
real property in the taxing district,

Even though, as has been claimed, the "common level” of assess-
ments in any taxing district is a range rather than a épecific ratio
figure, it does not follow that in correcting discrimination the
assessed valuation of the appellant's property should not reflect an
attempt at assessment at the average ratio. Before the correction for
discriminati on takes place, the complaining taxpayer has alréady proved
his own assessment ratio. Therefore, this ratio, which he has shown
to apply to his property has already been subjected to the vagarieS'of
appraisal: Thus, if his ”provenﬁ ratio were adjusted to the average
ratio, instead of being assessed at that average ratio, the property in

question might actually be assessed at a ratio quite distant from

L3



Vitheiéveragefratio, If this is so; the variation of this individuai'*r
'.asséésmentkfatio from the average is likely to be compounded by a
‘buckshot approach such as is involved 1n a reduction de31gned, as

7 under S 2 'mereiy to bring the properties just within the range. h i
B o Upon incorporation of two amendments as set forth here

the State Chamber of Commerce would urge immediate enactment of‘
,Senate 2 | | ” |

Senator Dumont I have in furtherance of this statement ;‘v f7

:;1a complete resume and the position of the State Chamber on ail the: ‘f_

gffbilis that are before this Committee° We have made our position

F-Hclear from'time to time and if there is any specific bill or resolution

,:upon which you would like me to comment I wili do so,_ Otherwise, If'

rp'wouid ask your indulgence by filing our comments for the record°

'~(The State Chamber s position on the bills not covered in Mraﬁp
lMagovern"s statement and the charts and exhibits can be found at

. I . _
“the back of the transcript of this hearing )

CHAIRMAN DUMONTa All right, questions of Mr.rMagovernr'

,F'Assemblyman Ma thewso»i*:'

| : ASSEMBLYMAN MATTHEWS,, First of all MrevMagovern, I weuld :
».like to express my appreciation as a sponsor of A 198 for the thorough"
and ail consuming catharsis that you have done on the billo_ 1 think '
,1 it represents a real sane and sensible approach to the problem of

property assessment legislation and I think you have done a real

n service to me and to the Committee in your statement this monningo_"l

| I-might be inciined to disagree with a few statements you

Fmake and that is why I would like to question you a little bit further

~on what you did develop this morningog r"“

First af all I ‘am going to concern myself with paragraph 37

xhh'i~

[



B

§f A 198, which is the paragraph to which you devoted quite a bit
of time. Before I go into that, I would like to know - what is the
basis of the business personal property information that you use
in arriving at the statistics on your chart? I am more concerned
with the $35,000,000 figure you referred to as the amount that is
going to be shifted to business personal property. |

MR, MAGOVERN: It is fundamentally based upon the report
of the State Tax Policy Commission, their Ninth Report.

ASSEMBLYMAN MATTHEWS: Is that the Ninth Report?

MR. MAGOVERN: Yes, sir.

ASSEMBLYMAN MATTHEWS: Then actually'thé information is
speculative in nature?

MR, MAGOVERsz It is about as authoritative as can be gotten.

ASSEMBLYMAN MATTHEWS: Well, that is true at the present time,
but it is speculative.

MR. MAGOVERN: That's all there is.,

ASSEMBLYMAN MATTHEWS: Yes. Now on page 7 of your statement,
you devoted a paragraph to the question: "Do municipalities and
the Legislature want this‘Result?". That is, the result that is going
to be set up if we adopt either S 1 or A_198o And in that paragraph
you say: "It would seem that the level selected in each municipality
reflects on the one hand the minimum that it wishes business personalty
to bear from the point of view of sharing the burden with residential
property..." How does a statement like that fit in with the so-called
theory of uniformity of taxation throughout the State or throughout
a county unit? |

MR. MAGOVERN: The purpbse of that statement was to point out

that municipalities, by and large and in their process of assessing,
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have establishéd by virtue of their assessments a ratio. In other
wordé, they ha&e been permitted by law to asseess at 100 per cent.

If they have aésessed belowcloo per cent, they have taken into
consideration what is the proper ratio - what harm will it do
business. They have not gone down to 5 per cent, 2 per cent; they
have kept it uﬁ wherever it is. I think I cited an example in there.
That is what i$ meant by that statement.

ASSEMB@YMAN MATTHEWS: Actually what it is then, Mr. Magovern,
is an espOusali if I might say, whereby a specific municipality can |
attract industéy-to the detriment of another. \

MR. MAéOVERN: No, no, no. This is designed only as a
transitional périod because under the bill without this amendment, you
wouldbtake'busﬂness personalty énd you would project that immediately
upward and reaﬂ property would never attain that for some years until
a revaluation érogram went through°’ It is not intended at all to
continue this ﬁr‘oblem° This is merely an interim and timing approach.

ASSEMBﬁYMAN MATTHEWS ¢ Dg§you believe that an individual
municipality oﬁ an individual coﬁnty shouid have the right to set
ratios thatAdo;not bear a uniformﬁf@lation to'other ratiosvoutside the
county and'thrémghout the state?

MR . MAGOVERN: No,*’*‘f’ﬁo9 and i didn't say that. The purpose
of this is merély an interim provision designed to meet and be
coincidental wﬂth the entire assessment picture. What the bill does
without this i%'to pick personal property and‘shgve it into a new
area, leaving ﬁeal property to drag along as might be the case,

This is designéd'to bring them both along together. It is not to

maintain --- !

ASSEMBEYMAN MATTHEWS: Well, the statement I read was simplys

L6



>

"It would seem thatrthe level’selectedrin each municipality reflectson‘
the one hand the minimum that it W1shes bus1ness personaity ‘to bear
from the point of v1ew of sharing the burden with residential property

and, on the other hand the max1mum that 1t w1shes business personalty

to bear from the point of view of not scaring off - exist1ng and

Iadditional 1ndustry and commerce° ' If thls reasoning is correct

then the passage of S 1 or A 198 in their present forms would bring

. about great d1slocations in the distrlbutlon of the property tax

burden and would force munic1palit1es to a course of action Wthh
apparently they do not W1sh to follow."rf' ,
MR. MAGOVERN: Thatbis correct, andgthevreason"is‘that you must

‘look upon this picture_that'we are tryingsto paint here as a unit, It

«

is the combined'burden onrresidential:homeowners and business that we
are speaking of here : Whatowe arersayingsin'effect isf With this
varlatlon in assessment ratios appllcable to personal property and to
real property, th1s reflects the comblnation that the assessor has
sought That is - all we are saying there° ~We are not perpetuat1ng t‘his‘°
It is the combination° N 7} ‘ l »

ASS‘EMBFLYMAN" MATTHEWS: Then you do believe, to pin it do’;m‘
finally, that there should be unlformlty of treatment of 1nventor1es
and business personalty throughout the State? v . | 7 v

MR. MAGOVERN' Assemblyman Matthews ‘1f I left any other impre331on

N let me say that I would like to correct that and I appreciate 1tﬂ I

certainiy doo » . }
ASSEMBLYMAN MATTHEWS° I have another questlon. You talk in
your discussion of paragraph 37 of the problem of sh1fting a IR

o MR;,MAGOVERN: 1 was going to look for 11;° What page is it?

7
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ASSEMBLYMAN MATTHEWS: I think it is Jjust generally. It is
a note 1 made;? | | |

MR. MAGOVERN: All right. 1 will probably remember it.

ASSEMBLYMAN MATTHEWS: You talk about the raising of
business personalty under this bill would shift a figure in the
amount of $359600j000 on to business and the taxation of personal
property. Don't you think actually that over the past 100 years of
inequity, if 1 might use a popular phrase business has been getting
away with murder on the taxation of personaity 1nventory7

MR. MAGOVERN: ©Oh, no, I wouldn't concede that, despite the
fact that Mr. Qécobson feels that way. I don't think that business
has been gettiﬁg away with murder at all, oﬁnquotéo |

ASSEMBLYMAN MATTHEWS ¢ .Then you think that the present
me thod 6f taxa?ion of.business personal property and business
inventory, whiéh is" really included in business pérsonal property,
is fair and Jnst in all municipalitles?

MR, MAGOVERN: No, no., I think that we should have equalih
zation of business pérsonalty of all ptopérty, Assemblyman. I haven't
said that it‘ié correct. I don't think we.haVe equalization, but
~that isn't bﬁsinessa ‘Theiinéqaélitywﬁnhthe distribﬁtion can be
found jﬁst as %uch in the residentiél areas as in business., I am
seeking equaliéation and I agree with you on that., But I refuse to
say that busin%ss personalty has been getting aWay with murder. I
don't think thé record reflects that.

>.ASSEMBiYMAN MATTHEWS ¢ In the shift from our presentvsystem
to equalizatibﬁ, there is a shift of taxation on to business personal

property. Would yoﬁ as a representative of the State Chamber accept
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such a shift as. inev1table7 d'.., - i 7
MR,‘MAGOVERN°5 As long as’ there is the same tax burden
proportionately the same as between that.borne by bnsiness iresidential
and personal property}.the ups:or“doWnsfof one“particularzis-not
the question of equaiization;silf‘yon mean;‘an Iiprepareditoisay _e
that 1 would have liked to see business take on a share of theﬁ e
 tax burden now borne by residential properties I say I don't think
that is a fair shlft and - 1 don't think that there has been one,
single b1ll introduced ‘in this Legislature nor has anyone ever said
that ‘he feels that either re31dent1al people ‘'should be - 1 don't wantb
to use the WOrd "murdered"ia'but'bunished"perhaps by taking on a
burden thatvsomeonegelse~haso'vThefLegislature shows that this is
~an endeavor'tO'preserVe a h—h—l ratio.-rNow if you”are asking ae,_‘f"
do I*feel‘thatithere should be a'shift so that the property holder,
the home -owner - should bear a part of the bus1ness ratio or that |
business should take up his burden -1 don't feel that way., |
ASSEMBLYMAN MATTHEWS, Paragraph 37 of A 198 to whlch'
a considerable lot of study was given, Mr. - Magovern, prov1des for
tan adJustment of the ratios to follow the so- called average ratio of
real estate in a taxing district. Now am I correct in assuming that
the amendment that the State,Chamber'propbses.wonld freeZe the
present tax on buSineSs personal property at»its,present;levellas‘a»»_ .
ceiling? | t T
| V‘MR; MAGOVEhN; xOh,‘no, it’w_ouldn't° It would;not freeeeithe
tax atvalls ThisfanOlves;the.question:of,ratio, v. |
ASSEMBLYMANsMATTHEWS°h Wouldn't it~freezevthe‘tax on.business"
personalty at 1ts present level as a ceiling - | -

MR; MAGOVERN . It WOuld not freeze the tax at a11,~
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ASSEMBLYMAN MATTHEWS: =-- within any given municipality?

MR. MAGOVERN: No, sir, not at all. |

ASSEMBLYMAN MATTHEWS: It would not.

MR. MAGOVERN: No. Incidentally, Assemblyman, without the
basis of paragraph 37, as proposed by you, we would be off somewhere
in left field. We have uéed your basis, believe me.

ASSEMBLYMANMATTHEWS: 1 appreciate - v

MR, MAGOVERN: 1 didn't want you toithink that we are casting
any reflectioné on it at all. |

ASSEMBLYMAN MATTHEWS: -- that 37 has some basis, But what 1
am getting at,il\f[r‘° Magovern, is simply this: I followed the chart
and your description of the chart, and it is my understanding that
the total busi%ess persdnalty‘tax -~ I will take that back --- the
total business personalty assessment would remain the same in a
municipality. %Is that right?

MR, MA%OVERN: The total business personal assessment would
remain‘the same for one year, yes, éiro That is correct,

,ASSEMB#YMAN MATTHEWS: -~ for one yéar and for such other
years as a municipality -

MR. MAéOVERNz' No, because then you bring into play ééme
other factors‘éf setting your ratio as among ratables. They change;
they may changé° It is only for the one year, |

ASSEMBLYMAN MATTHEWS: But under your proposed amendmentv-
nowvl want to éet this straight; I must’misunderstand your amzndment -
is it not true%that business as such will not pay more on business
ﬁersonalty in i960 than they paid in 1959 or 1961 as they paid‘in 19607

" MR. MAGOVERN: I don't know what the tax rate will be. You

have to talk about assessments, if you don't mind.
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ASSEMBLYMAN MATTHEWS: Well, let's forget about the tax
rate. Let's say the tax rate remains constant.

MR. MAGOVERN: ‘O,K, That's correct., If the tax rate remains
constant, they will pay-thg same; | |

| ASSEMBLYMAN MATTHEWS: They will pay the same.

MR, MAGOVERN: That's right. In the aggregate, of course.

ASSEMBLYMAN MATTHEWS: That is what I referred to as a |
ceiling when I say a "ceiling."

Isn't it also true if this sliding ratio that
you have provides-fot a lower assessment of business personalty, that
industry will pay a lesser share?

MR. MAGOVERN: No, not for that year, sir. It would work out
the same. May I just read this again? | |

ASSEMBLYMAN MATTHEWS: Please do.

MR. MAGOVERN: Where is Chart 3, please?

ASSEMBLYMAN MATTHEWS: What page are yoﬁ reading from?

MR. MAGOVERN: That is page 9, the 5th paragraph, the lth
comple te paragraph. It is the middle of that paragraph. "It should
be noted that the amendment holds constant oniy the assessment ratios
applicable to business personalty. It does not hold the assessed

valuations constant.” And those words are underlined. "Thus if the

transition years preceding the completion of a revaluation program in
a taxing district should witness marked growth of business personalty,

under the amendment the assessed valuations would reflect this growth'

‘while the assessment ratios would remain constant during'the transition

period."” -~ the assessment ratios.,

ASSEMBLYMAN MATTHEWS: I think we might be arguing semantics
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~MR. MAGOVERN: i hope no£a

_‘ASSEMBLYMAN'MATTHEW52 I think it is my fault, not yours.
I say that with all dué candor, What we intended to do by paragraph
37, you know, was to let business personalty ratios and business
inventory ratiés follow the ratios set for real property with the
L-h-1 appr‘oach:remainingo I am not convinced that the amendment
proposed by th? State Chamber of Commerce will do Jjustice to all
taxpayers, will not prevent the shift in any direction, but,wiil_just
pfevent a shifé in one direction, and that is in the direction of
business personalty and business inventory.

MR;‘MA¢OVERN: It prevents f@; the trahsition period. shifts
in all directignso When you get to é revé@uation program, the Lord
knows what wili happen on shifts there bécaﬁse that is a different
problem° Thatwill»depend on each taxing district as to what the
asséssor has dgneb But this is designed to prevent shifts in all
directions uht{l that occurs,

,fASSEMBﬂYMAN MATTHEWS: Well, I respectfully reserve the
right to disag;ee, Mr. Magovern., |
| SENATO& FOX: May I ask a question, Senator Dumont?

CHAIRMAN DUMONT: Certainly. ‘ |

SENATOR FOX: Mr. Magovern, I.would like to ask you a very
bluntvquestionﬁand then I would like to get a very blunt answer,

In connection &ith»this proposed amendment that you have made here,
do I understanq that this is the sole amendment that you have in mind
as far as this%bill is concerned? I ask you that because Iast year
when we held tﬂe last meeting on 50-50-12 1/2 of this committee, it

was indicated quite clearly to us that @Wf we made one amendment with

o
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reference to a filing date, the State Chamber would be in accord
with that bill. And it was only within a few weeks afterward that
they Weré'kicking our brains out. Now I would->like an answer to it.
MR. MAGOVERN: - The answer is very clearly set forth. The
position of the State Chamber is that it favors the --- You took
the paper right out from under me. Mr. Simmons took the page that
I was going to read you, Senator.
SENATOR %OX: I am aware of the statement, but I just want
to confirm it; I want to boil it down right into the record here.
MR. MAGOVERN: Mr. Simmons is worried about what happened
last year. I was not here. Well, you may be worried about it.
Senator, you would like to know what our position is on this
bill and will it hold.
| SENATOR FOX: That's right.
MR, MAGOVERN: The position of the State Chamber is that

it favors this bill provided this amendment is Incorporated in the
bill., If the amendment is not incorporated in the bill, we are
against the bill,

SENATOR FOX: Totally?

MR, MAGOVERN: Sir? |

SENATOR FOX: Totaily?

MR. MAGOVERN: Yes, sir, totally, no reservations,

ASSEMBLYMAN MATTHEWS: Caﬁ I ask another question?

CHAIRMAN DUMONT: Go ahead. | |

ASSEMBLYMAN MATTHEWS: Thére is one thing I passedvover, I
see in youf main remarks you raise the same issue as to Assembly 198
as to methods of/depreciation’on business personal property. You

suggested to us -~ 'What page is that on?
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MRo_MAhOVERN: on page 11, -
IIASSEMBiYMAN MATTHEWS ¢ You:recommend that we amend A 198
to provide that costing and depreciation methods as are acceptable
for Federal intome tax purposes shall be accepted by the Director of
the Division of Taxation." Do you realize, Mr. Magovern, that this
recommendation‘Was‘made to this committee last year with respect to
Bill 5812 | = |
MR, MAGOVERN: Yes, that's correct, sir. |
ASSEMBLYMAN MATTHEWS: And it was turned down by the Committee
_at that time and the basis for our turndown was what we felt was a
‘ basic d1fferenee between ad valorem and income taxationn ,Does_this
| request for amendment Amendment Noo_2,.go tq-the heart of your

opposltion to A 1987

'SENATOR Foxﬁ And if we. don't adopt that, are you still
agalnst ‘the bill in toto? v‘ v
MR, MAéOVERN' No, no. 1 don't like to say - Assemblyman,
you are . putting me in a difficult spot fWe.feel that that is important;
to the extent that it may go to the heart of it - it doesn't change
my answer to Senator Fox. But I belleve very easily - it may be my
heart ? but I still stand on my statement to Senator Fox that this

I

amendment —jwe;are.in'absolute opposition to the bill unless it is

adopted with’respect;to 37. We think that'this is needed, this new
and affixed’method of costing'and'depfeciation; cthetwiSeg a business
may‘haVe a variety of ways,iand it is expensive to carry these,things
and it is a problem;s In addition to that ‘we don't know- -
ASSEMBLYMANJMNTHEWSﬂTmamlnutes of last year's meéting are replete

with the dascua51on back’and forth and I think we are Just Iaborlng

the argument.

By
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MR. MAGOVERN: Well, I think since that time, the Federal
Government has done a great many studies on this problem of costing
and depreciation. This is not said with any reflection on the
Legislature of New Jersey, but I think that the Internal Revenue
Service has done a great deal morevin the area of development of
new understandings than prior depreciation arrangements., . We ail
know the changes in machinery now. It goes out awfully fast,

ASSEMBLYMAN MATTHEWS: Just to get the last shot in, Mr.
Magovern, they are concerned with income taxation and we are concerned
with ad valorem taxation.

VMR;'MAGOVERNZ I am well aware of that distinction, sir.

But we are both concerned here - wait a moment - but they both in
this instance are Cbncerned with the valuation of the asset. Cerect7

MR. MATTHEWS: Basically. |

MR. MAGOVERN: .Yes, sir. That's right.

CHAIRMAN DUMONT: Senator Haines.

SENATOR HAINES: No questidno

CHAIRMAN DUMONT: Assemblyman Farrington.

ASSEMBLYMAN FARRINGTON: Mr. Magovern, for the purpose of
brevity I would like to incorporate by reference the opening remarks
of Assemblyman Matthews, with whom I co-sponsored A 1980. Mr. Magovern,
doesn't your prediction of a $35,000,000 inequitable shift assume
that every municipality in the State of New Jersey will take
advantage of section 377 ’

| ‘MR. MAGOVERN: Oh9 no, nbo The $35,000,000 in shift is
going to be because business must make its infdrmation return and
‘file its book values under very severe penalties and there they

are exposed. It isn't a question of every municipality taking
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advantage of 37@-' o v : R H } _ '
R ASSEMBLYMAN FARRINGTON" weii let's assame that every munici-,.
'pallty was in a position immediately that they don't find 1t |
impracticable to set forth assessments at taxable values expressed |
"im terms ofvth percentage levels° Then isn t your argument '
aoademic? _ » | , _. “ |
:1 MR;.MAEOVERN: I would say that if every mun1cipality in |

the_State of N>w Jersey had a revaluation program, were prepared

A

on a countyWid, basis to g forward with 37, that it would work  But

that isnft the fact.' | ' |

| ASSEMBLYMAN FARRINGTON° 'But it would have an effect. Let's

”say.20’per cent;are ready. It would redgce that $35,000,000;,wouidn't“

it? | B | | - |
‘MR. MAGOVERN: Oh, no.
'_ASSEMBLYMAN'FARRiNGTON' It wouldn't?

MR, MAGOVERN: No, because the ratio that would be chosen

wpuld be determ&natave of what womld affect that taxr
» ASSEMBLYMAN FARRINGTONu Well, as a matter of -=- 1 notice"
- you described the transitional period as inequitable and you imply,
.although you haven't stated that it is inevitable. Isn't it
‘conceivable that this legislation can become effective without any
kind of a disastrousﬂtransitional period? |
| MR. MAGOVERN: It is impossibleo‘t
a‘ASSEMBLYMAN,FARRINGTON: You think it is impossible?
MR, MAGOVERN: Oh,:yes. ,It is»impossrhle,"
ASSEMBLYMAN FARRINGTGN: What makes it impossible?

MR. MAGOVERN:"One, you~WOu1d have tosadopt for this year.
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a fixed procedure fox. the towns in éhanging their old method of
sending out bills; their method of getting a ratio, because the
towns' ratios differ so much., They all would have té adopt a county-
wide ratio. That is not easily done in a municipality, to say you
| change all your billing and change all this. That is the practical
side of the thing. In addition to that, you are assuming that
every taxing district in the State of NeW'Jersey,will'right this
year have a revaluation program put through, accépted and completed,
and I don't think it is possible, | _

ASSEMBLYMAN FARRINGTON:I As a practical matter, don't you
think thé present assessors determine the full and fair value even
today more or less inaccurately and that after that they determine
what'the aésessment will be? 1Isn't it also a fact that revaluation
has no purpose really other'than to remove inequities within a
particular taxing district?

MR. MAGOVERN: Oh,‘sureo That's righ:c° That is what we
are here for though. That is the nub of this problem, to remove
inequities.

ASSEMBLYMAN FARRINGTON: At least theoretically, every
municipality will be ready to comply with this ---

MR. MAGOVERN: No, not at all. Not theoretically at all.

ASSEMBLYMAN FARRINGTON: Not theoretically?

MR, MAGOVERN: We wouldn't have this problém if we had
equal distribtitions of-assessment and equality. If we had a
revaluation program thfoughout the State of New Jersey and everyone
said "We are on the same assessment ratio as my next door neighbor
and‘this is it," we wouldn't be here.

ASSEMBLYMAN FARRINGTON: That may be your understanding of
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the purpose o
MR. M
ASSEMBLYMAN FARRINGTONQ

fit.

AGOVERN*’ sir.

That'!s correct,

Would you suggest legislation

requirlng that eveny municipality re evaluate?

-MR. MAGOVERN,‘
.ASSEMBLYMAN FARRINGTON:

you recommend

revalue? -

MR. MAGOVERN:

did not have
is just that.
~ the position
this transiti
iogical appro
municinality
and the ratio
think that I

1egisiation t

that revaluat

MR. M

right out and|

1 have here the Variations inryour_own county.
"1 understand about them. Would
legislation fhat»everyrnunicﬁpaiity benrequired to
That's all right, but I don't think - if we
this‘secﬁion, then I'think the only other alternative:
But it is impossible and I am not going to be in
of recommending that I think is impossible,»‘l_prefer
onal period. I think it'is the sensible, reasonabie,.
ach., I would not want to‘favor -- 1 think if every
had a revaluaiion program and it was done pronerly
s established, we would be on our way. But I don't
should at this time be asked should I recommend

o force municipalities right now this year to have a

revaluation program.
ASSEMBLYMAN FARRINGTON: But your statement -
N-MRﬂMMAGOVERNz Itywbul@ be desirable, but I wouldn't recom-
mend 1it. |
ASSEMBLYMAN_FARRINGTQN‘ “Your statement at least implies

ion 1s‘going to be necessary in every muni01pa11tyo

AGOVERN . If it doesn“t imply it, I will just come

say ‘it. It is going to be necessary, yes, sir.
 CHAIRMAN DUMONT: Mr. Magovern --
MR. MAGOVERN: Yes, Senator,
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CHAIRMAN DUMONT° Do you know how many municipalities in
New Jersey have either completed or are in the process of completing
revaluation7 | Sy _Y o o u | o y

MR MAGOVERN. éh someWhere in the neighborhood of 130

CHAIRMAN EUMONT'l Mr. Arnold, what is the figure7 The

last figure I had was - that Just one more than half -- in other words,

'286 is it7 28& was the iast figure I had that had either completed

1t or were in the process of doing it Is that right? That is one
more than half. | / o "“"‘ | “
MR. SIDNEY GLASER~ 1 believe it runs about 350 who have
revalued or are in the process of revaluing.
CHAIRMAN DUMONT 2 Three hundred and how many?
MR. GLASER: 350. | | )
_ CHAIRMAN DUMONT" 350 out of 567 |
‘nNow this amendment of yours - I want to be sure I understand
this - are you talking about making this applicabie to communities
that have revaiued within the 1ast five years7_

" MR, MAGOVERN' No,' But it is appllcable to any tax1ng

district . that finds it impracticabie., Now 1f they have had a re—

vaiuation program, it is impracticable only because of the mechan1ca1

_aspects of changing over which l think may be con31derab1e, but never

having been an assessor I don’t know whether it can be done or not.
CHAIRMAN DUMONT°P But you are’ not limiting it to municipalities
that have conducted a revaluation within a certain period of years7:_l |
You are making it applicable to every mun1c1pality, is that correct?
MR MAGOVERN' Five yearse' I think that after five years -:
a revaiuation program that has been more than five years old is

subJect to question at this timea,'
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|
CHAIRMAN DUMONT: Do I take it then ---

|

MR M@GOVERN° I have not - laid down standards of revaluation.

CHAIRMAN DUMONT° =rDo I take it then that this would not apply

\
to a muniC1pa11ty 1ike Englewood which revalued in 19507

_ MR, MAGOVERN° It might well apply, Senator, for the'first
year. The woiding of Section 37 is not that they have had a revaluation

program, but the wording is "impracticability," That is the test.

And the Director of the Division of Taxation is the one who will say

|

what those factors are.~ I, in my thinking about the thing, thought of

this problem of addressograph plates because I know that is a big

|

problem in a communlty° It may sound simple but I think it is

quite a chore I think that revaluation is certainly an important

thing, but 1 have not laid down a11 those factors to say what should

|

or should notiapplya ' . ,

' CHAIR&AN DUMONT: Now this‘figure‘you quotet§?$79.6 million,
do you have any breakdown as between business machinery and equipment
and business inventories in regard to that income of the municipalities

in '59?

MRr MAGOVERN.J Have you got a moment, Senator, please?

bl

CHAIRVAN IUMONTG. Yes.

MR . MAGOVERN*’ The state total shows machinery and equipment

of $47, 985, 3&7 OO and 1nventories of $31 597 985

|
CHAIRMAN DUMONT:_ Thank youn The amendment you advance here

|

seems to exclude farm machinery and»farm livestock, is that correct?

B MR;;MLGOVERN: ‘Yes, that is correct,
'CHAIRMAN DUMONTQ' Are you suggesting by that ---
P

MR. MAGOVERN: I think there is a Special provision in A 198

fornthato‘
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CHAIRMAN DUMONT.: In reg@rd to a presumption? |

MR MAGOVERN° : No,:with respect to the assessment rat1os,H'
I don't have a copy of the b111.‘ Theynprobabiy are;welirawarerof~~*
it. Each county chooses-its»own,hjdv' | |

CHAIRMAN DUMONT: Yes. Well, that is true under A 198.

~ That is trueelj

. MR, MAGOVERN- JThat's'right;' I’waanow referring to Senate 1.
: CHAIRMAN DUMONT. But in here you have "All other personal

property other than inventories, farm machinery and livestock. "

What does that language have in regard to. implicatk>n with respect

to farm machinery and farm livestock anything 1n~particular7

- MR, MAGOVERN" I don't think it has any implication other
than the fact they are excluded there,'
SENATQR FQX. It's exclusionary, isn't 1t?.
| MR,iMAGOVHRN: Yes. That's right. -
vCHAiRMANvDUMONT::‘Thenvyoufwould‘leave'it:up to eachicounty
to decidei'i‘ ‘ ' » : | ‘ . ‘. ,f‘ o o
MR,vMAGQVERN: ‘Leave‘it,upgto the other SectiOnhof the law, .
Jes. Sir; _ 'f v _,}t | . ». ‘ .‘, o
: CHAIRMAN DUMONT: Now here where you make your statementvin’
regard to Senate 1 and Assembly 198 do I gather from that that you
still favor statewide ratios?
| MR. MAGOVERN: Yes, sir. |
‘CHAIRMAN DUMONT' _And that you are accepting countywide A
ratios, what, as a second choice? ‘ - T
MR MAGOVERN' 'It's in the nature of a second»choice,},»

I don't think that -- well 1t's not like the bride you might choose

as second chdice.g” We prefer - 1et me say this —vwe have not. reJected -
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ASSEMBLYMAN MATTHEWS' »rhatisithé;gest simile I have heard

in a long time,:f' | ST B |
| CHAIRMAN DUM@NT'X Let me try to clarify it then 1n a practical
way.' Is it that you favcr countywide ratios because you: think this
is the only a%proach that can pass the Legislature? ‘. - |
MR, MAGOVERN' Yes,: That is practically,yes, sir,
CHAIR&AN DUMONT" But actually you prefer statewide ratios
‘if you could get them past the Legislature? 3 | ‘ .
MR. MAGOVERN' Yes, sir, and we have been on record ‘
L cHAIRMAN DUMONT: Do you think ‘that the countywide ratio
plan 1s'likely t0'arouse5ccmpetiticn betWeen‘coanties'for'industries
locating in‘vafieus'ccunties,hpafticulafly with_regardstcjperscnal
broperty.tak? n t . | _ ,-,t ~r‘:. ‘ _
MR. MAGOVERN: No, sir, Ifdbn't'see'howfit couid
_CHAIRMAN DUMONT" How do you substantiate that?
"MRthAGOVERN'_ Because, first off, you start off with your

assessment_ratio, but the real basis of what is 901ng to be the tax

is ndt going 10 be the assessment ratica' This is the tax dollar

now, It is going to be your budget and your rate.v:
CHAIRMAN DUMONT°' All right. May I ask you this question:

If A 198 did TOt contain the amendment that you recommend here, do

you think then it might stimulatevcompetition between,counties for

industries?
e MR:NMﬁﬁOVERN.: 1 think it WGuld stimulate industry going

somewhere else than in New Jerseyo i‘,fu “

| v CHAIRMAN DUMQNT»' You mean it wouldn’t come to any county

without your lmendment; | el Ll .

MR. MAGOVERN: That's right.
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GENATORFFCX: You medddif'we don't incorporate this amendment,
in youf dfinioﬁ it>wbdidbfesui€'iﬁ iﬁdﬁétfy)moVing’out‘of New Jersey;
I mean, industrial QroupS?' | o A ' | o

‘MR, MAGOVERN: No;,rﬂétdmeipufdit this way: 1 think it

places upon industry a very heavy burden.' It makes New Jersey un-

vattractive to industry, certainly for that lnterim period of how

many years I don't know¢ To get to the question of competition within

the State, I think it would be without ‘this amendment more likely

to stimulate cdmpetitfdﬁs ’YOufcan_getucbmpetition thén'because you

are right smack up against pretty much what ydd,are nowg.7Butji don't
know as*dompetition'#44;' | | | v: ,‘ N |
)"¢HAIRMAN DUMONT:' We hdvé:SOmé ofvit now.
MR, MAGOVERN: Yes. -
CHAIRMAN DUMONT:’JASSuming yodf amendment were:notdadcpted “

and A 198 passed and you had 21 different county ratios in New

Jersey, you mean to tell me thét'there wouldn'i'be.ény competition

between dbuntiéé’in regdfd tqiithédinvéntory tax pafticularly?,

| MR; MAGCVERNtIHNo; sir. 1 agree with you and that is what I
finidhed;ﬁp bybsayihg to Senator Fox. “My first concernIWas'withfthe
stateWidédefféct on BusinesspfdAndfthen I said, dfter that,‘if you

got iﬁto’A 198 and had differeﬁt ratioé in the coﬁnty’without a

: transitional period without the leveling fac&or of over~all ---

~CHAIRMAN DUMONT° - -- as provided in your amendment ,
MR, MAGOVERN: | That's right  -- that I think you would very

well develop competitione

'CHAIRMAN DUMONT: Don't you think you would have more

compeiition'fhaﬁfyOU'haVé_tddé&'betWeén—couhties'if A i98'wére adopted as

is?
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* MR, M%GOVERN;‘ You might. Without our amendment, I think

there is more ‘
. ’ |

CHAIRMAN DUMONT:

certainty.

field. I am talking about personal property.

MR, MAGOVERN: I think the answer to that is "yes." You are |

correct., .

CHAIRMAN DUMONT: Now on page 9 here, going back to some

of the quéétibns that Mr. MattheWs'asked‘ybu earlief, particularly

this last sentence in the fifth.paragfaph,vit would seem to me that

your tax on existing business, if the assessment ratios were constant

and the. rates

of ‘taxation weré coﬁstant; will also remain constant.

 vMR, MAGOVERN: That's correct. -

|
|
|

' CHAIRMAN DUMONT;‘ In other words, you are only saying that

[

you are going

to get mbre income from'a;municipality becausevyou are

expecting‘tha# more ratables willvsettle there. |

MR. MAGOVERN: That's right. This is for one year.

‘ CHAIRMAN DUMONT: 1 understand that; But my recollection

was that when

the tax would

you gave your answer tO’Mr,vMatthews, you said that

not be the.saméo‘ pr ihe tax certainly on existing

business, if your ratios and ybur fates»remained the same, would

have to be the samer_

|

MR. MAGOVERN: That is correct. I thought we reached the

fact that the

amount of taxiwould,probabiy vary. Now I assumed that

because of the rate.lBut we eVéntually came - and I;think‘the'record

will show - t

~was the same,

hat when Mr. Matthews made hisbassumptions that the rate

.the“as§e$sment would be the same, the tax would be the

same. There couldn't be any dispute of that. I thought we reached

6l

I am not talking now about the real property
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Vthafwéonclusionav ‘
~ CHAIRMAN DUMONT: jAnd the only way you get more revenue is byb
’thé growth bfvratabies if your ratios and rates remain the same?‘

MRe_MAGOVERN: That isbtrue‘under all the bills if you. have

equalization. That is correct.

~ CHAIRMAN DUMONT: Now then, in the definition that we used
last year inxtherSenate?aﬂd,Assemﬁly bills introduced at that time, 
vanq reintroduéed again this year,'wheré we ta®k about book vaiue,
which is cost less depreciatioh, you would amend that as a standard"'
of value for machinéry and equipment and inventories by this_State
Chamber amendment #2, is that correct? S

MR. MAGOVERN: No. This is the question of the rules and
regulations of the Director. All we would do would be put in a_
requiremént with respect to the_costing and depreciation proviéipn
éqg adopt the‘Fedéral income tax formula.

'CHAIRMAN DUMONT: And otherwise, you would leave the standard
of valué, whdch waévbook vélue; cost less depréciation, the same
standérd? | |

MR, MAGOVERN: Yes, sir, »

" CHAIRMAN DUMONT. All right. Mr. Matthews has some more
questions, I think, for you, » |

ASSEMBLYMAN MATTHEWS: ,I am interested in this:county 
compeiition shibboleth'fhat has beenjbandied about. I‘think it all
started about three or four we%ks agd in an ed;tbrial in the Newark
Evening News whefe they made the statement that where you set county
fatios,vyou are going to have, no mattef what kind of legislatién you
hévef-you are goiﬁg to héVe,inter—cQunty raiding. Now you,agree'that

there is no substance to such a position, don't you?



MR. MAGOVERN:

ASSEM

ment; I am Ju

without amendmento.

the.State"end

( .
Oh, no;{ Without thls amendment?
BLYMAN?MATTHEWS:' No,:I am. not talking about the amend-
st.talking.assesSment'theory pure and simple,:with or

v Let's suppose that we have 562 revaluations in

we are going to put A 198 into effect right now,

would there be county raiding between counties?

V,,MRa’MAGOVERN°
AS$EMBLYMAN~MATTHEWS:,

1 believe sooﬂneff:"“

onubbeijeve;éo,,sir?'

MReiMﬁGOVERNﬁ Yes.

S | - j_ﬁ
'ASSEMBLYMANIMATTHEWS“*Why7f

SENATOR FOX:

MR. M

 ASSEMBLYMAN MATTHEWS‘

if a revaluat

MR. MAGOVERN:

 ASSEM

You believe there would be?
AGOVERN:, Withoutvthe amendment,>

Your amendment wouldn't apply, sir,
ton has taken place in a municipalltyo |

Thatt's right.

3LYMAN'MATTHEWS° I am. talking tax theory now.,. 1 am

presupposing that 562 municipallties ‘have ‘revalued.

MROP&

that all thermunicipalities have revalued

37,-correct?
| ASSEMBLYMAN FARRINGTON;

MR. M/
threugh those

ASSEMBLYMAN MATTHEWS

%G@VERN° If you are assuming that A 198 is in effect,
.that we can'rorget Section
We forget Section 37 - |
Except for the addressograph plates°

\GOVERN: No, we have fergotten that, We have gotten

. -- then I agree with you, Senator.

wThereeceuid5be no county raiding in

"~ the popular sense, -

MR. . MAGOVERN 2

I think that is correct.

thereteouldvnct be- in that case: S

ASSEMBLYMAN MATTHEWS:

Now you say in the ffrst year after
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the adoption of A 198, presupposing everybody hasn't revalued
without your amendment to Section 37 that there can be county
raiding because a municipality in "A"ocounty could make a deal tov
an industry in a municipality in- "B"‘county, . . .

MR MAGOVERN“Y I think it couldn't only be for the first year,_
but I think you could have that for a number of yearso . i |

ASSEMBLYMAN MATTHEWS° Are you familiar with the requirementii
in Paragraph 37 that requires a determination by the Director of the
Division of Taxation as to the revaluation of that municipality7

MR, MAGOVERN°‘ Yes, sir.“ '

ASSEMBLYMAN MATTHEWS' Don't you agree that if a county-

“raiding situation occurred that the Director of the Division of

~

Taxation could. move firmly and quickly to require a revaluation of
that municipality? | _‘ ‘ | o | . -
MR MAGOVERN° You are asking.me "Could he?" or "would he?"
ASSEMBLYMAN MATTHEWS°E Could he? | | |
",_MR° MAGOVERN:_ He could move quickly, but how quickly is a
relative term becauseg-for.example, if it were right now, he couidn't
mové‘--; o r.. | :‘ | yb | - |
B ASSEMBLYMAN MATTHEwsf.'ifam talking about thelsecond year
the bill is in operationer ,: fv N 4 ,
MR MAGOVERN°" Yes. But I mean if this raiding occurred |

and was brought to ‘his attention it would depend what"quickly"means

because_you have your problem within-the-year as to-how fast he can

get his revaluation in}effeCt and the like, if he could.

' ASSEMBLYMAN MATTHEWS : Well don't you think that firm action

'by the Director of the Division of Taxation,which is permitted under

this biil would do away withtany county raiding by that municipality
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for a long ti@e?
MR, MAGOVERN: No, I don't.
ASSEM?LYMAN MATTHEWS: Will you tell me why?
MR, MAGOVERN: Because I don't think that the'Director

“has such direbtion in this bill that he must take firm action on the
happéﬁing'of,&his event, that event or any particular event. There
are many factors thét would go into the judgment, the opinion, of
the Director Fn reaching a decision and saying to a municipality,
"You revalue this year." ijust think that there are so many factors
that the fact?that some business or some county came down and complained
that some oth;r county was raiding.-I1 think it would enter into.his
Jjudgment, but}there isn't the demand; the requirement in that bill,
that says tbaﬁhe Director of Taxation, "If that happens, if any
business or ahy céunty or municipality comes down, you demand a
reaction,” l;think he has to use judgment, and I am not ésking for
such a thing,% | |

ASSEM?LYMAN MATTHEWS: What I am trying to get at, Mr.
Magovern, is %he fact that if Assembly 198 is adopted with its
present_parag&aph, I don't think that we will ever, you and I, in
our lifetime,%see é situation where any single municipality in
any county wo@ld be able to consistently raid industry in any other
municipality ﬁn any other county for any extended period of time.
I don't think%you believe that either, do you?

MR. MAGOVERN: Oh, yes, I do. I think, Assemblyman, you
and I may be %eading that provision in the paragrapﬁ with respect to
the power of ﬁhe Director of Taxation differently. I didn't see in
that paragrapﬁ that he has any power at all to éay "You shall revalue."

| .
His power invplves the question of the continuation ---
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. ASSEMBLYMAN MATTHEWS: It doesn't involve the ratio, the
setting of ratdo by a municipality?

MR. MAGOVERN: The continuation of the right.

ASSEMBLYMAN MATTHEWS: ‘All he has to do is to fefuse to allow
him" to keep setting this State Chamber Formula or to allow :thim to.
keep on using a separate ratio and compel him - to set a ratio that
is equal with his real property and there will.be no favoritism.

MR, MAGOVERN: The bill is silent as to what happens if he
says " woﬁft accept this." I don‘t think that the bill gives him
that club that you may feel}it does, Asseh&blymano I am sorry.

ASSEMBLYMAN MATTHEWS: I think the basis of our disagreement,
Mr. Magovern, is the fact that‘we both are proceeding from different
ideas or major premises. I am a firm believer, as much as this might
hurt the State Chamber to hear it, in the fact that business in the
State éf New Jersey over the past 100 years, on its personal\property,
has not borne its fair share of takationv_

MR, MAGOVERN: I donft think tﬁat when you look at the problem
of taxafion of business or of individuals, you can pick one item
and say "I do not think that this householder - I do not think that
this business - I do not think that this has borne its fair share
of that tax." You can't do that, Assemblyman. You have to look at
the entire picture.

ASSEMBLYMAN MATTHEWS: Well, I will tell you something, Mr.
Magovern =--- |

MR. MAGOVERN: If you want to take your comparisons, you héve
to take the entire tax picture borne by business in New Jersey and

not just say they haven't borne a personal property tax correctly.
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ASSE@BLYMAN MATTHEWS:  If the decision of the Supreme

Court in ihe%Ridgefield Park Case is properly implemented by the
Superior Cou¢t7aﬂd goes into effect throughout the state, one of us

is going to ﬁe proven wrong, and if you have read the Ridgefield Park
Case, I don't think it is going to be me.
- MR, MAGOVERNg I have, but‘l don't think that that Ridgefie 1d

Park Case, oﬁe way or the other, is quite germane to this question -
| .

of the'burdeé_borne'by business of personal property taxation. I

am not saying that maybe that will require a shift in taxes. I
didn't say that Your premise is thatibusiness has not borne its
proper sharelof personal property taxes and I say ---

ASSEMBLYMAN MATTHEWS° -~ under existing law.

~MR., MAGOVERN° Under'existing law. And I am saying obv1ously
if you haven“t had assessment at one hundred per cent, no one has

borne ﬂueir,ghare of taxes.. But when you talk of fair share of taxes,
] : . '
you are talking of the entire tax burden on business. For example,
you can very!wéll say, perhaps, that business in Pennsylvania hasn't
|

borne its faﬂr share of real property taxes. They haven't borne any
share of per§0n31 property:taXQsa You'have to look at the over-all

picture. Yoﬁ just cantt pick out one tax and say "You haven't been

paying on a éales tax, therefore ---"

ASSEMBLYMAN MATTHEWS: 1 am referring to existing law, Mr.

Magovern, -

MR. ﬁAGOVERN: It's the same thing.

ASSE&BLYMAN MATTHEWS: Do you think‘that under existing law
business per%onaity is bearing the same burden ofvtaxation as far as

ratio of assessment is concerned as real property is, either business
.o i . .
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or residential?

MR, MAGOVERN:» As far as its personal property is concerned,
all you have to do is to look there.

ASSEMBLYMAN MATTHEWS: I am looking there.

"MRQ MAGOVERN: And you will see I can't answer the question
and nobody else can. 4 | v
CHAIRMAN DUMONT: You are not going to convince one another.
ASSEMBLYMAN MATTHEWS: I think that is very obvious.
Thahk you very much, Mr. Magovern.

ASSEMBLYMAN FARRINGTON: Mr. Magovern, I would like, first,
to ask you to assume that it would be possible to eliminate the —
necessity for Section 37, and then ask you: Would the elimination of
Section 37 eliminate your problem?

MR. MAGOVERN: It wouldn'f eliminate the problem because 1
,think ybu are posing an impossible 'set of facts.

ASSEMBLYMAN FARRINGTON: I askéd you to assume it was péssible
to eliminate the necessity for Section 37.

MR. MAGOVERN: By that elimination you wotld assume thét we
would have this year complete revaluation,'we would have complete
accordance with county ratios and we would be 6n home free?

' ASSEMBLYMAN FARRINGTON: Yes. |

MR. MAGOVERN: Certainly, sure. That's fine. ;

ASSEMBLYMAN FARRINGTON: My second question iIs ---

MR. MAGOVERN: But I say it is impossible. I have to add‘that
for the recordob

ASSEMBLYMAN FARR;NGTON: Well, why don't you wait fbr my
second question. | | | |

MR, MAGOVERN: Yes, sir.
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ASSEMBLYMAN FARRINGTON: =~=- if you don't mind, Mr. Magovern.

MR. MAGOVERN:' 1 apologize. v

ASSEMBLYMAN FARRINGTON: If this legislation, A 198, were
enacted todaj, but made effective one year later than it will be
made effectiée, would that make it possible to eliminate Section 377

MR,_ﬂAGOVERN: If there was a guarantee that we would one
year from toiay be. in a position to apply A 198 in its entirety to

all classes of taxpayers, the answer would be "yes." But let me ---
i ) B , .
ASSEMBLYMAN FARRINGTON: But doesn't Section 37 presuppose

that. |
i ’ v
MR. MAGOVERN: Noc<cnl do not think it does.

-ASSEMBLYMAN FARRINGTON: It applies for only one year, doesn't

it7 |
|

 MR. MAGOVERN: No, no. It carries on. It is up to the Director

of Taxationaf- |

|

May q say that the one-year, meeting the requirements of
A 198, witho@t any transitional period at all, I think is also
will-of—the-ﬁisp because of the difficulties we have'héd in even
towns gettiné around to doing anything about the tax problem. They

|
have been faced with the Supreme Court decision for years now.

SENA?OR FOX: Mr. Magoﬁern, isn't it reasonable to assume

that the Diréctor-of Taxation is going to utilize all of the means

| :
at his disposal to compel compliance with A 1987as soon as possible?

| . ,
MR, MAGOVERN: I think he will use all the means at his

disposal, ye%,,Senator, but I don't think the means at his disposal
|
can compelo.i
CHAIRMAN DUMONT: Mr. Musto.

! . '
ASSEMBLYMAN MUSTO: Mr. Magovern, do you feel that over the

72



years New Jersey has had a good business climate?

MR, MAGOVERN: I think the answer to that is "yes." And 1
am speaking now for myself.

ASSEMBLYMAN  MUSTO: How long would you say that has existed
in New Jersey? |

MR. MAGOVERN: - Well, if I could go back to my law school days
and remember the time of the first shay, we had a wonderful - we were
a great corporaté state untEQQWOSWroW?Wilson - but I don't want to
get into history like that.

ASSEMBLYMAN MUSTO: Just when, Mr. Magovern, do you think.
that New Jersey developed a bad business climate?

‘MRO MAGOVERN: It is very difficult to pinpoint. I think it
has been a gradual development of this problem of taxation. Now, by
bad business climate - I haven't said it is a bad business ciimate°

ASSEMBLYMAN MUSTO: You didn't say that. 1 want to see if
you are going to admit that.

MR. MAGOVERN: No, I wouldn't want to say itks a bad -

ASSEMBLYMAN MUSTO: In other wofdsg would you say that we
have a good business climate today?

MR. MAGOVERN: No. I think we have what we are faced with
here today =~-- ' '

ASSEMBLYMAN MUSTO: I would like to ask you instead of Mr;
Simmons. | '

MR. MAGOVERN: He didn't have to answer. I am speaking for
myself and I will stand away from him. I think what we have had is
doubts on the part of business and when you have an uncertainty of
business as to where it is going taxwise, what its burdens are going

to be, that is not good. Now I don't like to use the adjective "bad,"
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|
that's all. it's not good. v

ASSE&BLYMAN MUSTO: Well,ll am just wondering ifcl amireaging
the same book% that you read or other people read. The informati on
I have‘indicaﬁes that New Jersey has a good business climate and that
business is cpming to New Jersey and that New Jersey stands véry
high in thesegUnited States of ours as far as a business climate is
concerned AR I incorrect or correct in saying that?

MR, MAGOVERN' I don't think you;can makevthét statemént
unqualifiedly; When you measure up the advantages, the facilities
and all the gEod factors in Néw Jersey, you weigh them and you may
in the aggregate convince much business to come to New Jersey. IV
think you do and I think you will and I hope you will continue to.

ASSEMBLYMAN MUSTO: In other words, if we continued even
as we are for'the next 100 years as we did for the past 150 years,
New. Jersey wopld still be a pretty good state to live in and do

\ .

business in?

MR, MﬁGOVERN Oh, 1 would:agree it is always a good state

to live in. I like it. I was born here. But I don't know from the

standpcint ofiattracting business that we should not strive to remove

the doubts anh uncertainties that afe affecting, adversely affecting,

business ndwoi ' »
ASSEM@LYMAN‘MUSTO: The only doubts that I know of that have

been raisedg %ave been raised by the legal minds and being a lawyer

/ myself'sometiﬁes it confuses me tooo,HWe complicate a situation and

we get ihto ahl these hearings as we have today and we all come up

with these'various»plans to solve a problem that was given to us by

a court decision. I agree we must comply with the law, but by the

same token}.llam more interested in the moral law than the legal law,

7l
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1 would like {o'do*What~1s*best,fof'th¢ State of-New-Jéfsey and’

that is why I asked you ﬁhose otﬁer Qﬁestionsf 'Of_Couﬁse, it'waﬁld

be my obinion if the Chémber'cf Cémmefce‘-'and they~shoﬁ1d>know - éays
that-New'Jersey‘is a sfape thatvrénks very high-buéinesswiSe'througﬁ-
out these United'Stafes of_ours_that I‘WQuld hesitéte foichaﬁgevany
practices that we have iﬂ‘that'regard, ‘*' | |

MR, MAGOVERN: I think we should endeavor-to improve and .

the gféat'area of”taxatibn is the one of'doubt and_that is the thing
that plagues buéiness,deubt; It,isvaimbst worse'ihan having.anythingA
QO’along; CIf yoﬁ know where,yoﬁ ére,‘yoﬁlcan —— : |
© ASSEMBLYMAN MUSTO: Do you think that these bills remove
all fhat‘doubt? o v _ . ‘ | |

| MR. MAGOVERN: I think in time they will.

ASSEMBLYMAN MUSTO: ‘How dd yéﬁ remove it by saying you favor
state uniformity, but you will take a secbnd-best, which would be
éounty uniformity? Why not take uniformity among the cities? Take
567 ratios. Why 217 What is the difference? |
| MR, MAGOVERN: Because theré:ybu run into all kinds‘of problemé
of state aid. You run into variations. I think you need at'léaét_
county ratios. , | ' o

ASSEMBLYMAN MUSTO&;ﬁ You say "all kinds of»prdblémsoV‘bl |
didn't hear any yet. State éid - that is no problem.‘ We can také 
care of that without any‘diffiCulty; * |

MR. MAGOVERN: Very,well. '

ASSEMBLYMAN MUSTO: Now what are the probiéhs thét are created?

' MR; MAGOVERN ¢ :The.problem'ig:éne of.equalization as between
cities; intra-municipal cities. ‘

 ASSEMBLYMAN MUSTO: The same thing with counties. Statewide, I
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can't argue &ith you. I'1ll have to respect your opinion. But
countywide, I see no difference.
| MR, ﬁAGOVERN: Countywide - if you have a countywide ratio --
ASSEMBLYMAN MUSTO: You have 21 devils instead of 567, if
that is whati?—- |
MR. ﬁAGOVERN: No, no. If you have an actual revaluation
and you havesyour formula, your ratio, a ratio that ¥$ldesigned to
meet on a cantywide basis - and it is applied in all the counties,
you come very close in effect to having a statewide ratio. So that
I say 1 will%accept it. |
VASSEMBLYNEN MUSTO: In all this mathematical figuring and
so forth thaﬂ we have where we set these ratios, who takes care
of the tax-exempt problem in these communities,’who takes care o
the educational problems in these communities where one community
has all the ﬂndustry and the other communities have all the churches
and schools? | All we get here are figures. We all say "let's do it
the riéht waj;?,We will make it 100 per cent, period.” And we forget

| .
about a community that might not have all industry or all that type

of income»whﬂch is free and clear., You might take some communities
such as we have today that have over the years educated many
communities yn that area. They have high schools. They are cultural.
‘They have maﬂy churches, Take the city I come from, Union City =~
wonderful coﬁmunity - wonderful community. It's right up there.
You have it Qn the bottom. You should have it on the top.
MR. MAGOVERN; It's only alphabetical, not by virtue of honor.
ASSEMBLYMAN MUSTO: We have a marvelous educational system.
- We have wonddrful churches and we have a large Federal Post Office

there. We hdve a problem as we live there. But to have anyone come
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[1n and say "Here s how you raise the money in Unlon City”'—'I dan’t N

see how they can possibly do it and I don't see how the business f

men in that community, who I hope are part and parcel of your State

: Chamber, could go along w1th that because they don't There 1sn!t a

":bu51nessman in Union City or a re31dent in Uhion City that seems }jll‘

to go along with all these fancy proposals that I see because these

\proposals merely sound good on paper.» When you put them into effect
-eyou still have to support a community. Now if you want statewkie
muniformity, I am for that° I think that 1s wonderfuloa But then you h’
'"should have another proposal making New Jersey one big c1tyo-'Let's
-.bshare the wealth,_ If you want county uniformity, fine, but let's sayf'
'21 blg cities 1n the State of New Jersey then,f I thlnk you Just hit f,

one portion of a. problem here° In other words, you write a good

i

answer to a 139&1 Pmbiemo Well personally 1 ‘think it is wrong to

: worry Just about a Supreme Court dec1sion., 1 think we. have to worry
’-about the effect of that decision if it goes into effect or. if we
_put it-into effect 1 think that that is something that the Chamber‘“

should consider very seriously

We a11 want uniformity, but I think we should con31der what

is going to happen to the 567 municipalities individually as a result V
of that uniformity and I think our assessors are the first people

that I know of to’ tell us about that problemo
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HAIRMAN DUMONT° Mr. Magovern, when you and

ews were talking about competition and what 1 was

out beforeeeﬁ I got the impression that you were
primarily about the raiding by one county or one V,i
ity of another on existing industry Now letts takeVF
ew industry‘coming into New»Jersey, or even another

an eXisting industry Isnlt it true that all things
al, that 1s, all other things like transportation,

er supplys etca, that that industry is 901ng to iook ;
fully at the tax question as it exists in one county
r in New Jersey? ‘ . |

R MAGOVERN° Yes, sirn

HAIRMAN DUMONT° And isn"t that going to ‘be the
answer neally as to where that industry settles itsv
right

R. MAGOVERN§‘ ,All othen'thingsrbeing'equal

you say would exist without your amendment in A 1987

M
‘competiti
taningidi
' equipment
designed
fhat is i
andfselg
'time fof

. the spons

R, MAGOVERN°' I think that you remove much of the‘
ve position because of the differing impact from one
strict to another of the personalty tax on bu51ness_
and machinery Now,ﬂl think the anendment 1s not
to change or alter the basic philosophy of A 198.
mportanto We applaud the philosophy of both A- 198
All'that this. proposed.amendment does is to~perm1tl
a changeover to the ultimate obJective that 1 think

ors of ‘that legislation had
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‘1_> CHAIRMAN DUMONT- Well then, actually, you feel: that
the prlnciples establlshed in S~ 1 and A—l98 are ba31cally the
same except that you have a different level of government where.
the adm1nlstratien would reside
| VMR MAGOVERN~» 1 think that the basic principle of
equalizing the taxes is fundamentally the same, yes, 31r

CHAI RMAN DUMONT: Now, you also would ‘agree - or would
you? - that thefe‘will be the same shift or shlfts3from one
class or use of_feallproperty, maybe even personal property as
well, tefanothef ef te:others undef the county system as under
the statewlde ratios; ls that cofreet?

MR;VMAGOVERN: Yes,lthat's cerfect; except that.yon
do get varying pefcentages in the‘counties, bnt it's the same
thing. |

_ CHALRMAN DUMONT:  All right, but you would have the .
same shifts witnln municipalities within the same county

under countywide ratios as you w ould have under statewide

ratios? _ v
MR, MAGOVERN:  Yes, sir.
| CHAIRMAN DWONT: ~ All right. Mr. Matthews has another
question." | | |

.'ASSENBLYMAN‘MATTHEWS: I have just one Question, Mr.,
Magovern, and then.llll let you off the line here. I noticed
in your main remarksmthat your critiCisms of this transition
period were directed mainly toward A-198 because of the amend~
ment that you discussed ls there a provision for a transition
perlod in S-1 as it presently stands?

| MR. MAGOVERN No,‘siro
ASSEMBLYMAN MATTHEWS Does the force of your final
remark about A-l98 that is, unless Assembly Bill 198 is
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amended as here proposed the State Chamber is opposed to
Assembly;Bill 1987 - does that go as far as Senate Bill No. 1
is conce%ned, too, after that amendment?

MR, MAGOVERN:  Yes, ;hat would be the same. We think
that Sen%te Bill No. 1 sheuld'be-likewise. The same reasoning
appliesgi o | _ ‘ | 3

AéSEN@LYMAN MATTHEWSﬂ‘F 1’mean, the same vigor and
strengthiapplles against S=17 -
MR. MAGOVERN: That is correct.

ASSEMBLYMAN MATTHEWS You raised this objection

last year‘agalnst S~ 81 which is almost identical to S-1.

MR, MAGOVERN:  Did we raise it? Oh, wait a minute.

I've got to get that. Let'me say this,'that last year, when
we got inmo this, we had not come up with a table that we have
been ablelto work out - I can tell you that. That's something
new, If you will look on page 8, my reference is £here, to
Senate 81, We pointed out the problem of transition. The

first peragragh on page 8. That refers.to our appearances

on Senate-81 A
CHAIRMAN DUMONT° But these appearances did not raise
the same obJect1on as 1 recall it that you are raising today.
MRovMAGOVERN: They raised the same problem, the same
basic objection, but very frankly, until this A-198 really
‘indicated a method-- |
ASSEMBLYMAN MATTHEWS: Do you mean to say, Mr. Magovern,
that I started all this myself?

MR. MAGOVERN:  And you started it well, too,

Assemblyman. I'm not here to be praising anyone, and I don't
want to get myself in wrong with the other members of the
CommitteeL but in regerd to that transition period, we don't
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agreevwith the Lrénéition arraﬁgement tha£ you have in your
bill, but at ieast; from it, we have developedvéomething that
we ﬁhink will work. | | | |

SENATOR“FOXg. Well, Mr. Mégoverq, let me ask you this:
You say'that unléés this aﬁendment is inéluded, you are
definitely ppposed i0’A-198 as well as to S-1. Is that
correct? | ‘ v | ,

. MR, MAGOVERN: Yes, sir.

SﬁNAEOR FOX:  Now, -isn't it a fact, and again I refer
to the last meeting of this Comﬁittee, that the State Chamber
‘indicated, and there was no diécussion whatsoever at that time
of any such amendment as you are referring to today, that if we
would amend it with respect to the recording date, you could
buy and live with this bill? -

- MR, MAGOVERN: I donit think that that is quite
correct. I did not appear that time, I don't think. Would
youvlike to have Mf; Simmons‘tell us what'hé said at that time?

SENATOR FOX: 1 certainly would, because I donﬁt recall
any such statement or even any conversation about such an.amend»
ment. o  _

MR. MAGOVERN: Abouﬁ a question of an interim?

SENATOR FOX:  No, sir. | | - '

MR. MAGOVERN: May I ask Mr. Simmons? He appeared on
that occas ion.

SENATOR FOX: Yes,_and‘thét?s Senator Dumont?s‘opinion,
too. “ |

MR. SIMVONS: Trusting my memory, as I recall, at that
hearing were Senator Fog,'Senatdr Dumont, Assemblyman Matthews,

and Senator Stout. thile_th? purpose of our statement then --
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h‘$ENATOR DUMONT‘ Just one second Excuse ‘me for

ing, but are you talking now about a public hearing
ing downstairs, because we had twenty or twenty five
We had seven public hearings in all.. ‘. "

Rb SlMMONS;” I am referring to the hearing on hfh
'1959.f' | S v:. :. a‘ | 3 | ‘,
ENATOR~DUMONT~‘ Thaéfwas‘not a‘public“heafing;a

he. public hearings in- 1959 were compieted in

or March L | R |

R, SIMMONS fhWeli;iWhichever”it was escapes me'at

BNATOR}DUMQNT: 'it‘wasﬂa Commission meeting down- t

R SIMMONS°‘ Well at the Commission meeting, at -
made a case against the double filing of returns,

e questioning and discussion, 1 made this problem a’
pointed out that 1t was bad enough to have the

ling, but this lack of conformity in date between the
t of real property and the assessment of personalty -

words, as I recail, would wreak havoc on the New Jersey

n and indicated that they assumed in their program,

d these bills, that all these changes would ‘take place.'
I recognized that the report of the Tax Policy Com-'
eally couldn“t do anything else, but as a matter of
treated a very reai practicai problem, and’ this is it._
ow; it wasn't until now, unfortunately, that we were
here 1s no opp031ng something if you donﬂt have an ﬂ

a constructive approach We now do have a con-

amendment to offer and under those circumstances wee
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are in a posiiion to oppose. We wouldn't be in a poéition to
oppose something for which we couldnwtvéffef a cure. That's
the position the Chamber of Cqmmercerusually takes., J

| SENATOR DUMONT:  All right. Any questions?
Mr. Didovich?

BART DIDOVICH: I would like to direct a question to
Mr. Magovern. I think that he is one of the most logical men
to answer it; I‘did want to ask him about where the farmers
étood'sd‘far-as your amendment is concerned, but Senator Dumon t
asked you that question and it's been clarified. But I would
like to ask you a question becéuse, as a representative Qf'the
State Chamber of Commerce, you undoubtedly sometimes know the:
pulse of business throughout the State, or your organization.
Would you say thét, because of this muddled tax'situation:wyyou
have already said that we! ve:hada good;climata'as far as business
is concerned here in New Jersey over the years. Is that right,
Mr. Magovern?

\MRQ MAGOVERN: I said, in response to that, that for
many years past we have had a good climate., I would not want
to say at the present time. it is“ébQﬁ;

MR, DIDOVICH: That's what I wanted to ask you. I
wanted to ask you this: Beéause»of the muddled tax situation
in this assessment problem today, is it preventing some
businesses from coming into New Jersey and making them more
cautious? Is it possible that we could get more businesses
if this situation was cleared?

MR. MAGOVERN: In my opinion, the answer is yes. Now,
if you quickly,follow'thgt and séy; "Now what businesses stayed
out?"™ I would have to answer that I can't at this time furnish

you with the names.,
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'"war'D1DiV1CH4V'N'fviim;asking‘you if it's possible

that the business picture in:New‘Jersey would have been far

'better ir this situation was clearo f’”’

MR MAGOVERN~»3 ln my opinion, yes.

MR, DIDOVICH That's what T wanted to know. Thank

you.

"7TOENAToR DUMONT~;;ani right. Any other questions of

er. Magovern?
v }l would like to note the presence, be:ore we recess
for lunch; of the Senate Minority Leader, Senator Joseph Cowgill
{

‘of Camden County, and Senator Charles Sandman of Cape May

County. |
“Mr;'Magovern,hWeathank;yonffor‘a-very»cOmprehensive‘u
presentation. ' ’d 2 ‘ |
MR GREENE» I wonld like'to ask a Question.' Pertaining
to the recommendation, Ye) far as original cost, together with -
the rates of depreciation allowed by the Federal ‘Government on

machinery and equipment wonlt this actually legalize in—

equities among classes of those properties? This makes an
assumption, to our way'of thinking, ‘that all properties,
regardless‘of year of“acquiSition;start out on the same basis
of value,’andvyou‘do have varying‘rates‘of depreciation for
similar type properties, depending on the nature that that
industry is ino We can't. understand how the end result
vcould be equitable between properties in that same ciass

~ MR. MAGOVERN?»"I amlnot snre‘that 1 understand

You7don't me an that there should be. one percentage factor

or one factor for depreciation for all classes of property,

all types of»property? I o r
‘ . Vgh}
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MR- GREENE: I\Io 1 am not suggesting that. fWe 'wouidf'
have suggestionss but on this ba31s you are assuming that the
orig1nal book valueg regardless ‘of date of acquisition, would
go into effect with‘the varyingrrates ofvdepreciation allowedv"
by the‘government° “ p o B | | '

MR. MAGQVERN, " Yes.,

MR, GREENEQ And they would ail be different, depend1ng
on thevnature of the operation the industry might be in., -

MR, MAGOVERN“ Yes. -

VMR GREENE: ESo‘thai the end result for.a similar‘type

industry, let's’ presuppose, you wili have the same type:

'operation with different resulting values because of the

‘different treatment-of let's Jjust say, depreciation 1tse1f. h

- MR, MAGOVERNi Well, I think what we are trying to get at
is : -

here/value. Now,,ifgyou have a,use,fcr a propertyvor machinery,:

you have a*different‘use'ahd'ysu‘haue one method of depreciatioh;
you are still trying to get"at:ualue; audilithiuk this is oﬁep'b
method. Now, I am nei sure_that-I»fuliy understand'your
question. You-seem to be suggesting that we have some single
factor that would-be:applieablevtdpthis type of property,foﬁe“
typerof.property; reéardleSSnof’use, I'm sorry.{ I:knOW I am‘

not answering your question but 1tﬂsprimarily because I am

not quite sure that I understand ite

'MR. GREENE: " Let's Just take the depreciation part
alone and preSuppose that two industrial plants havxng the saﬁe
type 6peration start their business with the same age machinery

as of a certain date and their ariginal costs are the same, -

'one might.have a.government eqntract and‘get the benefit of

vggui:vf



accelerated use of that machinery, and the other plant will not

have that behefit. 'Then if you take‘the ratio on that basis --

© MR. MAGOVERN: I think I understand you. Let me restate

it just'far the purpose . of seeing whether 1 understand what

you are éaying.

The government 1tse1f, in its depreciation schedule,

:does'not have a specific factor for a11 types ef one given class

of property,

hence, you would arrive at a different value. Right?

~MR. GREENE: Yes.

MR._MAGOVERN‘ And I think that 1s still logical because

‘tﬁe reasoﬁ for these var1eties is because of use and that 1s

what goes to

the question of value. :

 MR. GREENE: ‘Welly under;our.study - I am precluding what

we are'going

to_diécues later'cn regafding'plant machinery and

equipment - right now wouldn't it be more equitable to‘take:

“original cost‘cf acquisitiOn and firm it up to Whatever your

base year‘for value might be and then set up your tables for

the varying type operations uniformally depreciated back for

age and use?

Califoruia;

the statute

real se:ioué
depreciation
_prpperty.vfl
here and the
"depreciation

to assume thzs

This 1s‘done ;n many otherrstates, particulanly*-

MR. MAGOVERN: That's going to require a building in to

of a very cohplicatediarfahgement. 1 dahft'seevany
effect on arriving at a value based upon a percentage
applicable to a given use, as between the same type
can see that you could get an unusual circumstance

re where you would have scmeone using a straight line
;‘some@ne using a-differentudepreclation, but we have
it there‘is,cehtainly a reasonvforsthatvand‘it‘goeS'
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to'the'problemeof value. It is certainly.not without’reason and

1 think that all those reasons go to a theory of reaching a

value of that asset. |

’MR,:GREENB: A value as far as income tax might be
concerned but we are aot,quite.ew | |

MR. MAGOVERN:” But if it's the value of your assets for
income tax, why‘isn't it the Value for this? } |

MR GREENE:' It is not necessarily the same as for
actual value or value in use. |

MR. MAGOVERN: Indeed that might even present the
Juggling of depreciation schedules for this.

MR GREENEo,»That's correct. 1 have one other question

with. In industrial cities don't you believe there wwould have
to be a shift in some of the burden of taxation from industry to

real property in'mercantile eStablishments by approving'the

onetquarter level of  inventory and excluding raw products and

produetsin the process of maﬂufaotﬁre from»the invehtory eategory?
MR. MAGOVERN: No, I don't think there would be such a

shift. As a matter of fact, I doﬁ't think the studies of the

State Tax Policy Commission would bear out that statement.

There might be a shift after revaluation by virtue of the failure

to value property over the years but.that isntt the_question,'l :

don't think, |

' MR. GREENE: Well, I briefly made a study in my own

community and this would hold true because this part of the

personal property, inventofy, is a major item in industry.
When the product is finished it's out of the plant.
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"MR.
available'fJ
| MR.

| MR,
that's set o
the other ha

MAGOVERN:

GREENE ¢
MAGOVERN:-

GREENE

Oh, ereeyqu taiking about the'eXemptibn

r goods in"procesS?

-Yes, sir; and raw'pfoducts;'~“

I think that perhaps the question there 1

ff..You have on the one hand that exemption and on

nd you have the so~called householdwgcods”eXemption.

MR, You mean the household exemption?
MR. MAGOVERNa. Househeld goods, that's right._‘
MR. GREENE: I don't think it willvhave that effect at a

Mr. Magovern

between hous

, not at the ratio of“househéld or even’the value

ehold_and inventory is concerned.

We are talking about $19 million househol

MR. MAGOVERN ¢

MR. 3REENE°' But you are also referring to $35 million .

MR. MAGOVERN. No, no., That's inventories.

MR%'&REENE: You are talking about $19 million under
household. | | .

AMR, llVIAGOVERN° Correcto

MR. ?REENE. Now what are you referring to? What amount

of this category is made up of raw products in process of

manufacture<
MR, 1

process,

MR. GREENE:

inventOfy'so

JIAGOVERN I

S far as inventory is concerned?

I have no.figures for raw produets in

1 know in my own community this part of

far as industry is concerned from an,industriel

city, they are going to lose a tremendous amount of ratables

by excluding

would have tc

this part of 1nvent¢fy. And if this is true there

) be' a shift in this burden of taxation.
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;MR‘ MAGOVERN:. I 56ﬁ7£'wan£ to'take fob mﬁeh~fime here but

'I wonder what your assessment ratio is for that stuff that you
‘are so worried about7‘ "_ w1‘ Py -
| ;_MR@ GREENE°1 On . persenal property? - | R
| MR, MAGOVERN 2 ;N@,vthis»goeds,in\prdCesé‘that you were .1'v
talking about.vf‘ ">>e S ,'> o B
MR. GREENE'e TWenty percent.‘,f
MR. MAGOVERN,. Twenty percent on that?
'MR. GREENE: Yes, sir.é-e‘ J
‘] MR. MAGOVERN: That's high. |
 CHAIRMAN DUMONTz  I den't like te terminate your discussion
| here, gentlemen, but we are abeut AS minutes overdue recessing. '
| Are there any more questions.of Mr, Magevern? This is
Qeing to haﬁeite be'thevlast'eme'beeémsemme\haVe'Qone evef 6ur
time now and aﬁybsdyﬁwha;waatste testify m;g;do so this
afternoon. o : : 7 :'ﬁ | : |
MR, ARNOLD: 1 weuld like to ask one question that's been_
'_going through the minds of several peeple here = the opposition
to both Assembly 198 and Se L, previded this amendment that you
have been‘describing"iS'not accepted weﬁld this meaﬁ,thaf you
would prefer no legislatlon at all? - “_ .
MR MAGOVBRNo We den't Iike to say that we would Just
give up the ship We would hepe that we -= |
~ MR. ARNOLD*‘ I mean if you had a choice between conditions

as’ they are now and as they may beceme with no leglslation or

‘this legislatiqn witheup_the,amendment, whieh choice wouldvyou ‘make?



MR.

MAGOVERN° With‘aii'due respect tdftﬁe Chairﬁah of

this‘Committee; if I may apologize to you, we did have a President

by the name

of Roosevelt who did. say upon occasion that that questlon

was sobﬂiffy" that he didn't know how to answer 1t, and I think this

is that type of "1ffy" question. g

v SENATOR FOX: Do you think it is your obligation, should

We”bring‘abeut both of these measures, that you would assume the

onus instead of the Legislature?

MR,

MAGOVERN: No, I =- ©

CHAIRMAN DUMONT:  We Will'recess until two forty-five.

"We have 13 witnesses to hear this afternoon and we may have to

have another day's hearing.

(Réceés forylﬁneh) B
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| AFTERNCON SESSION | | |
 CHAIRMAN DUMONT: "-Therelare: ti«}o"?-of 'three-'things he-fe‘ to
~be entered in. the reco;d before we. start hearing the witnesses
Mr, James J. Harrlgan, President of the Munlcipal Council
of South Amboy in Mlddlesex County, ‘was here earlier but had
to leave, and he wanted 1t noted 1n the record that their.
Council, and I guess_thetr.entlre'admlnistration,:are for‘either
Assembly Bill 125 or Senate 3, which is the bill that takes the
‘public utilitiesﬁ_gross neceipts rate atva.straight.T-t/Z per
hundred rather;tnanva‘sliding scale of $5.00 to.$7°50 per
hundred os it is today. He said that the pasSage_of‘one of those
bills, or . the hope rother that one of those bills will poss,
is nowrdelaying‘their~entire~program of, I guess, revaluation in
Sonth Amboy, “So they hope that one of those two,biils Will‘pass.
In addition tovthet,‘some‘figuresrwere given to me just
before lunchtime, Whioh_aredup to dete,'fron‘the Division of
Taxation, showing the situation in regard to municipalities
that'nave‘revalueda Those that have completed revaluation, that
is, that are all the'way tnfough,“prior to the beginning of 1960,
total 172, It is expected that 94 more will complete revaluation
during 1960;vand thefe are 51Hin addition to that under contract.
So, if you add the Qu for.l?éd to i%E,»you get 266 that will
have completed revaluation by,thevend of 1960, ond 51 more under
contract would.make'e total of 317fthat:eitherjat‘the present
timedhave oompleted or are under contract to complete in the near
future. : | | |
' Now, the'next_witness:this afternoonlis’Mr.‘H.'Rnsselt Brown

of the New Jersey.Manufacturers,Association;:

1A R |



'HAROLD J. SHAMBERGER (New Jersey Manufacturers Association):

Mr. Chairman, Russ‘is‘comingvback later-thiS‘afternOOn, and

1 wonder if.we.might<5tep out of order, and'l'will.notify.you;
when he Qets backgfc~. o : | ‘
V_CHAIRMAN DUMéNT:“ _Ye$s‘end9lfn sure-someiof‘the dthers'
,will;be very’happyltoICOmply withﬂyour”request;i’ o
Mr. August Church Tax Assessor of North Plainfield. =
: ‘;,AUGUST_CHURQH:‘LH My name is August Church and 1 am Tax
"Assessef‘Cf-Noftthlainfield | o
| 1 Mf, Chairman and Members of the Commlttee, not one of the
-1.hills7pa55ed by the Assembly and considered by the Senate
eiiminate a 51ngle inequity that exists in any. taxing district
uin.our7st4tec Not one of the bllls touch on fundamentals which
- are required before»any taxing.district‘can improve its~distri~
i  bution of thentanibUrden,mOre equaliy,hvlf improber’aSSessments
exist, they‘wili}merely'be’amplified“if a new ratio is used.
| Before{any propef assessment can be made, a distfict must»have;
‘a tax_mao tO‘properly“assess land., Then the tax1ng district

‘must haveeajreeevaluatiOn ptogram'and maintain 1t,by proper'

:assessing'procedures‘everyvyearo* WithoutntheSe two fundamentals,

_.no‘legislation at state level will correct anythingo

- 'Real and personal ‘taxes-are collected and - spent at the
;Iocal‘ievei; The county:apportionmentcof taxes is,aprived at
'vcby’sales ratio data pne?ared by the Local Prooerty Tax Bureau
from bona fide sales within each taxing district. For the
jState or countyvto fofce us to comolthith their formula is:

L an. encroachment on the private bu31ness of each taxing diStPlCt
‘h Tax assessment laws should be s1mp1ified not made more
“comp11cated,' To go beyond the local taxing distrlcts causes a.

meshwork of bureaus, comm15310n39 dlrectors, and 'supervisors.
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They ali‘Cdst'é ;§t46f m¢ney'and5they don't put onéjred’éentb'
into thé»locai taxingjdist?ict or'éﬁy'plaée‘éise.- ‘
_’CoﬁStant éncoﬁfagemen£ by the Local Property TaXtBuTeaur
to have aséeSsorS‘také‘coufées'in ésSésSing and cheCkiﬁg,on’us
regularly héé fbeedlmanyktaxihg districts to bfingftheir t ax

assessments and procedures up~£o date. More are doing it each

, yeara All benefits from these‘improvements‘come to the districts

~ that comply. As the different districts realize the value of a

reassessment, they ane graduaI1y having it done. But this is a

local problem to;be’so;véd'qnly:by that taxing distriét and not

by 'some bureau in Trenton or the county seat which in most cases
is far'removed fromvtheAproblem; It's a lot better to have

- your father gulde you at home than itis to have_some"ﬁncls do

it from a distance.

| Tax assessment procedure in our State has been in violation
of ;he 1aw-for‘many;yearsq‘VTheifault'has not been found in ihe
pr6Cédure;»bﬁt‘in its legality. Until a tax convention»is called
and the whole“téx problém is studied, I believe that our pfegent

procedure should be;}ggalized} Assembly Bill 350, by Musto and

Hauser, does Just that. It saves all of our municipalities:

great expense. It leaves the assessing problem,whefe'ft,belongs;

 and it leaves you legislators at state level free to solve the

many problem.yoﬁ-alreadyfpan. L _
CHAIRMANﬁDUMONT:_  Are there any questions of Mr. Church?

Are ihere_any questions by anyone in the audience of Mr. Church?

" (No response).

Thank you Very'much,'éir.- Tﬁélnext witness is Mr. Monroe

‘LeWis;-Tobacco'DistnibutopsvAs§ociation of New Jersey.

- MONROE LEWIS@'*5Myiname‘is Monrde A, ‘Lewis, and I represent

 the=TdbacCo DistributdrsAAssociation“of New Jersey.
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. Mr. Dumoﬁt‘and_gentlenmnqu fhe Committee,:my problem is a
‘ verytéimpje oné. }1 am here, asv1>was iast_year{ to oppose this
'theéry:of‘uniform assessments on business inventory. - It might
be allyright'to’a§sess;heal propérty_and.machinery and equipment -
dﬁ:a unffcfm baéi§, bu£_invéntoryfis a-different story and a
'Ihérée;of a»differént cqlor,. . The theory of taxing inventofy-is
"thét_allxinventory(bringsvtheﬂéame»rgturn and;-therefore, shoulé
vbe;téxédgin the Saﬁ§ mann§r,‘ Andjthat is.complqtely qﬁtrue.5

iirepresent tobacco distributors. We are in the same

‘°pésition'a§fwholesaie‘diétribufors of a varied liﬁe of other
' pfodﬁéts %ho hand{e a.tremendoué,amount of inventory at a vary,'
i‘ Véfy;miniﬂél mérk-ﬁp.  5Ccordingxto'Dun‘ahd Bradstreet and
éccording,to.éur?eys‘ma@e ih this State by our own industry;
:ournnetzmﬁrk-up bnbﬁét‘séles is four-tenthé'of one per cént, SO
';éﬂ;avefégé.tobacco distributor who handles two million dollars
,fWorhh;of mérchéhdise per year - twormiilion doliars worth of
,invgﬁtory per year - makes a net profit of appfoximatelyf$8,000 '
:per yéar, | : | | ’ ' |
| Now; according to the theory set forth in these various
I bilisj-_Senate_;.anq'ali of the others, and Senate 81 of last
_year'¥Lqur tax rates on the ‘inventory wduldﬂbe 12~1/21per cent
’:ofithe Qélue of‘thé“inﬁéntory;or apbroximaﬁely a tax base of"moré
 than 22bpebwcent,‘or'23 per'centé of’dur net profito . |
  “SurV€ys'madé shoWithat é tobacégrdistributor carries an
 winv¢ntdry 3f $60,000_approximétely on one million doliars 
”_worth of gross~business per'yeaf. ' So this littlé;fellow, who
'mékes $8,000 a year nét profit, carries aninventory_of-éppréxh
i@ately $120,000 at éil‘timesof Now, the tax base of thai
'Wbﬁid'be»12-1/2 per-cent of.$l20;OOO, or abcut'$15,000,band,‘
‘iflwe také‘an average tax rate in a municipality'df 10 per cent,
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" more than 255ger cent of our net"profitr

-that‘means'his tax’on‘the"inventornyOuld amountrtor$1500hper
: year, upon Wthh he only realizes a net profit of $8 OOO va

”we add to that the fact that th1s little fellow has about

$5, OOO worth of equipment and machinery ln hlS place, upon

which he w111 be taxed on the basis of 50 per cent “we add

'another $250 to hls tax burden, so that the man who makes a o

net profit of $8, OOO per year W111 pay, in the form of a'l'

personal property tax to his municipallty, $I7SO or someWhere

around 22 or 23 per cent of hls net profit o B
Now, the picture is even blacker when we come to consider .

cigarettes, because, under state law ‘we people who sell c1gar-"

ettes on a wholesale‘level are pGletted a gross mark-up of

four per cent So 1f we sell two million dollars worth of |

01garettes a year, our yearly inventory would be two million

o dollars less four per cent, which would show an average of

‘$80,0QO constant 1nventoryfand a tax whichvwould}amount to

"Now, we’havevadyocated{ and wejstill advocate, that there v

must be some differentlalyin the assessment of business inventory.

It is manifestly unfair to:tax a man solely upon the book value

ofginventory WithoutVany consideration at all of the netuprofit”‘
‘realized-out Of'the turnover on'the inVentory | This theory

has been recognized in every jurisdiction throughout the

.d.country where gross‘recelpts tax or_speC1alvbu31ness taxesdare
) imposed :'There is'Very little‘difference-in our induStry-:’
~._between a. gross receipts tax and a business 1nventory tax,

'because our 1nventory is practically the same as our gross

receipts°' In the C1ty of NeW'York and in the City of

Philadelphia, and in other States throughout the Union where
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are‘asseSSe
market;v In
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districts‘a
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ofyfonn ten
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 Now, 4
no exemgtio
'of any type
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'propose agal

which is're
to other‘bu

from‘the‘pr

‘What,w

greatholum

25 or‘30 th

’business‘fo
,distributor
about;300‘w

salers.  We

n the.same manner;

pts taxes have been-imposed' invariablyrthey exempt

cts that ‘are sold at such ‘a small mark-up.' In the..
g York cigarettes under the gross receipts tax b111
d at the same rate as transactions over the stock

L the City of Philadelphia,

O

they_are enempted com-'?'
n'the‘State:of'Rennsylvania'some yeardyago;_a,special
was passed Which wouldvprovide revenne for school

nd it imposed a tax on’ persons engaged in industry
ness, and a specific exemption is made in the bill,
ude a person who is a wholesale dealer in tobacco |
products,? because, in the State of Pennsylvania,

ture recognized that somebody who worked on a mark-up

ths of one per cent should not have a business tax'

n all of the bills that are. before this Committee
ns at all are. made° no differential at all is made
for buS1ness inventories,ﬁbut_all»business 1nventoriesw
' . ) We'proposed last year,fand 1
in, that the inventory of a wholesale distributor'
ceived for the purpose of forthw1th distribution
siness people in the State of New-Jersey be exempt.
ovisions of the inventory tax,' | '_

e mean by that is this-f We receive cigarettes in

e and every day in the week some truck is dumping
ousand dollars worth of cigarettes 1n our stores._"
hese cigarettes don't stay in our place of

r an hour, We have approxlmately 61 wholesale

T

s in the State of New Jersey of c1garettes° we have
1atvwercall "sub-Jobbers" and also known as whole~
sell these cigarettes to the sub-jobber and that

| e |
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represents about hO per cent of our total bu81ness We sell these:

.cigarettes to the sub JbeGF at a mark-up of 1/2 of l per cent

gross Still in all, your tax bllls would subJect us to a tax

based on 12 1/2 per cent of the actual value of these C1garettes

- on which a 10 per cent or ‘an 8 per cent or a 9 per cent muni01pal

~tax is 1mposed The tax would be more than the gross- mark~up on
;theicigarettes;' Clgarettes are already taxed in this State at
“the fate'of-Sd a package and 1 think the theory of any tax law‘
'that imposes a tax. upon business 13 that this tax become part of

the overhead and that this tax be eventually moved along to- the

ultimate consumer. But the ultimate consumer is already paying
5S¢ a pack for c1garettes and besides the Sd a pack these |

cigarettes will then again, under any of these bills, be taxed

“three times~~ First we the dlStPlbutOF,vWill pay an inventory

.ftax, and the wholesaler who picks it up the same day we' FGCGIV@

it will pay the same inventory taxes we do plus the 1/2 of 1

per cent and then the retailer who will receive them tomorrow
will again pay an inventory taxo And none of us, neither the
distrlbutor, the wholesaler, or the retailer can pass this tax’u
along to the consumer, because we operate under a state law which

provides a markwup Wthh we cannot extend over. So we are faced

with a situation where 22 23, or 25 per cent of our net profit

~will be absorbed by these business people in the form of this

inventory tax. _

', Now, the question of taxing a product‘which is already
taxed by the State has also been discussed before thls Commlttee
last year,'and I think that 1t is very fair and very equitable
that 51nce this product is 1n this peculiar posxtion, where the

State collects Sd or $40 OOO OOO per year - and there is a lot

_.of conversation today about raising it to 6d or maybe forty eight
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or forty-nin> mlllion dollars per year'- that the people of thlS '

State are paying suffic1ent to smoke C1garettes, and that an

additional iqventory tax, Wthh represents 25 per cent of our net

proflts, be not tacked on to this product,c

_We_therefore recommend agaln, and I say that thls 51tuation -

while Ihspeak only for cxgarette distrlbutors - would also hold

true for a great many people 1n the wholesale buS1ness.

at the table
umolesalers1

of )_|./lO of 1

per cent°‘groceries 7/10 of l per cent° hardware 9/10 of 1 per centﬂ’

ln 1ooking
compiled by Dun and Bradstreet l see in the table of
hat 01gars, cigarettes, and tobacco have a net profit

per cent - this is wholesaler3° dry goods 9/10 of 1

and 1umber 1’10 of 1 per cent°»etc. No, lumber.- Ilm sorry, is

lyper.cent.

products for

These are the wholesale distributors who receive

one reason. ‘We donlt»own‘this inventory; we»only

receive it as a warehouse receives inventory, we only receive thlS

inventory, break it up 1nto components, move it along to sub~

'jobbers,'move it along to retail stores, and those people sell it

We are ‘in no
mlllions of ¢
its proper ov
o from any

| So we
passes - this i

these assessn

different position than a warehouse who P@CGlVGS‘
1ollars worth of merchandise a year, moves it along to
fners, and is. totally exempt un@n"the warehouse law
inventory taxo' N _‘: | - ‘

ask again, as we did last year, that any bill that
Ioase - and we are ot interested at all whether

1ents are made on a county level, a munic1pal 1eve1

fOr'state level; we ask that any bill that passes this Legislature

should contain in it a provi51on that will deal equxtably wlth the

wholesale distributor

sent wealth

represents a

who has an inventory Wthh does not repre-
does not represent anything that we own, but only
blll whlch we receive from the manufacturer and |
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represents merchandise Wthh we hardly even see,y Someﬁof.this
merchandise as a matter of fact 1s drop_shipped;jwe“doﬁxtkeyeﬂi
seevit'-all we do is get a bill for it, and it is'movedfaiong‘
eventually to the ultimate consumer.-”v:f N . i R
| ‘. We- recommended 1ast year that that part of our inventoryiry
‘which 1s received for this purpose of immediate transmission to"”z
other merchants in the State of ‘New Jersey be exempt from this‘
ax v : . v ‘ v _ _
I'Would”iike'tojspend}a minute on that,pbecause'we,aisot;"
handle inventory Wthh should be taxed Weihandle cigars;'we”i
handle razor blades, pipes, playing cards, toysv'boxacandytr
~That inventory we move: along ‘and sell at a decent mark~up and
maybe we make ten per cent gross, and webshould pay an 1nventory
tax the same as anybody else, We also have cigarettes that we‘
_dispense 1n vending machines,‘andil donitrhnow'what the netlprofit
is on vending machine3° 1tfs probably’fiye'or'six times ‘what the
net profit is in the distributlon of cigarettes to stores That'
vproperty also should properly be taxed at the same rate as other::
‘property But this property which we receive solely for the
purpose of 1mmediately transmitting, or immediate transmis31on,
to other wholesalers or retailers in the State of New Jersey 1s
deserV1ng of some con31deration from this Committe, because
- otherwise we are faced w1th a confiscatory tax, an 1nequitab1e
tax, and a t ax that is unfair to my 1ndustry, and 1 hope that :
you gentlemen this year will give me a little consideration,~
CHAIRMAN DUIVIONTo E Are there any questions of Mr. Lewis?
“Mr. Lew1s,_in that bill I think you were quotlng from
from Pennsylvania, dld you say they exempted spe01fica11y tobacco
and tobacco products? B L ‘. o



MR. LEWIS: They specifically exémpt those products of
wholesale distributors where the mark-up is very low without

using that das a yardstickgﬂbut they exempt wholesale meats, whole-

sale groceries, wholesale dealers in dressed poultry, wholesale

dealers in rbugh and planedulumber, and wholesale dealers in
grain, and wbolesale dealers in cigarettes. I think they use
the argumentgand we use here that there are certain industries

where thi s ibventory or mark-up is very_small, and at the public

|

hearings held in Harrisburg they determined that these are the
| ‘ o : :
industries that would be most damaged by this type of tax and

they were specifically exempt from the business tax in the State

\
of Pennsylvania.
i _ L |
CHAIRMAN DUMOCNT: But you are pleading the case only of
| : | |
cigarettes? ;

MRu'LEWIS: No, Senaﬁor?hlmam gleadiﬁg the case of all
wholesalé di%tfibutors who are in the same predicament as the
‘dealeb in'cibarettes. It is the wholesale distributor who is
receiving go&ds for the purpose ofwimmediately transﬁitting it

to other peobie in the State. This tax will be collected; it will

' \
be collected at the retail level, but under the present bills

1 ;
this tax will be collected three times before it reaches the
: | o . . .

consumer, |
o S e .
CHAIRMAN DUMONT:  Any questions of Mr. Lewis? (No
response). ?hank you very much. '

The n%xt Witnegs is Mr. Thompson, Assessor, Bernards
|

Township. | _ -
HAROLD THOMPSON: My name is Harold Thompson and I am
the Assessor?of the Township of Bernards, Somerset County.

Sehét&r Dumont and Assemblymen, I come to you as Exhibit
. i .
A, as Jjust a humble tax assessor in a rural community that has
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problems. I think theré,@qsf*ba'}g_the 567 municipali£ies,in_the
State of New Jersey at least 566 assessors who could probably do
a bettef jbb-pere than I; And my §niy reason for cbmingfto ihis
public hearing on theSe’Various'billsgthat:you have2befofe~y6u>
is.to plead, if}l'may,‘thaﬁ you attempt to iqok at the:genéral
| éubjedt of property takation in the Staté*bf'Néw Jersey through
a humble assessorts eyé,_ifijdu-w@llz _Eemémbef that a great many
of us are paft-tiﬁe peéple interééted ih'tfying to do a job on a
very complicated»problemo |

Hisiéficaily, péfhapé, assessihg was a very’easy’jdb‘in
New Jérsey when none of us lived in more than a log cabin on an
ordinaryipiece.of grouhd; Bﬁivwith.ﬁhis_thing_called brogfess,
our problem geté to bquuité CQmpiiéated. When you'make ub yquf
bills'ahd your laws, Izplead with.yoﬁ'againfthat you try. to
simplify them so that soméoneras'humble as i can undefstand”whét
you have in mindf | ‘ ‘ . |

We have-héard éll sorts of semaﬁtics.this morning; we have
heérd‘lip service given to ratios ad infinitumn Quite frankly,
don't forget that in my humple_jngm@nt in.the last.fivé years,
if &ou will,‘there~havé7be¢n'tremend0ué strides made in»the State
of New Jerséy'to try to gé; a littlejbetter equityjdf taxation |
in:this.greatlsiéte of‘outsg I think the Department of Local
. Government, with whét‘it has bqen doiﬁg with its'SR-1 forms. and
itS'reviewféf all sales of‘real‘pfdpérty, has done a tremendous
- Job. - In this facet of our:tai work, we think'we have madewpndéf-—j
ful strides. There afe»very‘many other industries --railroads,'
if you will - that have not been treated as fully as has rea1'3
 eétate,' But please bear With us. ‘W¢‘think the present stétuglquo -
or I‘ihink,'ai least = can be;improved‘upon,wiihout géttinQTinto} 
“the'verbiage of Somé of these Senate bi11§§?wﬂose iangﬁage, quite
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bfrankly,~l, ses me. before I even get started.

flf'you will look. at the problem as an assessor has to look
at it, our one ‘'and only point of. existence or our reason to ex1sty
isvto:try‘to spread the tax load in our individual municzpalities >
equitablyeto all, Now don!t give us. - I shouldn't use the word
’"garbage“‘-,but'donyt give_us a bill that-is 901ng:to haveudiffereht'
ratios,.diff>rent-percentages, applying to thls, that or the other.
I happen by arofe531on and vocation to ‘be a realtor and an insurer.
.vI am a little blt fed up with book manual applications to what is
basically a-gudgment thlng anyway.‘ I have heard this morning about
industry being abused that the area in New Jersey is not part1cu~
;larly good‘a the moment to bring in new industry Ivhappen to- be

one of those municipalities that has been revalued of late. It's a

"strange thing, and 1 make this as a public confe331on - that most

of,mywindustry and my business havevinbfact.got a reduction in tax
dollars-when we had them revalued._ This‘goes back’historically, I
think,‘to:the way our old predecessors used to assess thingso If
a man~had-a lot of property, it was presumed by the assessor that.
ﬂhe}pfobaﬁly_could_pay more=taxes,:.The5man with the,big.corner -
store usuallydwas the‘big shot*-iffyou:will ,in his community and
he paid'more;- As we were revalued in the last two years, this was
ichanged;‘éMy larger industrial installations that go through my
community'~ and 1. only have one real industry in my communlty, I
| do haVe,seveIal privately-owned utilities in my community - each
oﬁe'ér them, by the revaluation program that we followed were
actﬁallyfreduced in taxes.‘ In fact, one of our privately-ownedl
water.combaajes, for example, was actually reduced in its tax
contfibution in,my municipality-from %59 000 to»$3é,OQO,in one
fell.swoop, ThlS is quite a reduction. Mostbof_my_businessmenv

12 A




actually got a reduction.

I ask you please to simplify ou;vproblemj use one constant;
uniform ratiomio true value. We talk about ratios, we talk about
percentages. ' 1 ask you - percentages of what? It's the "What"
we are really‘after_here, I'm looking, as an'asse;sor,'at thé
valuation of a house. I'm looking at the ‘valuation of a factory,
of my stone crusher, ofliy water works, of my gas line ~;;its true
value, its alleged market value ét»OQtober 1st, at the pre-téx
year. Againstlthis; I have applied a 20 per cent raﬁio and every-
body is happy; even my little people iQ the humble $10,000 house
like the ideé that they are being treated with the same percentage
of wvaluation as I treaf the big baronial estate.

Thank you‘very much,

CHAIRMAN DUMONT: Any”quegﬁionsiof Mr. Thompson?

SENATOR SANDMAN: I have a question: Mr. Thompson, I
gather from what you say tﬁat-you would be.in favor of a uniform
rule which is statewide., 1Is phaf correét?

MR . THOMPSON¢ To What_rule do yoﬁ have reference, sir?

SENATOR SANDMAN: That all property would be assessed at
the same ratio of assessment in all the_coﬁntieso

MR, THOMPSON: Ratio to me means nothing. It doesn't
mean a thing, sir. Academically,iif.a house in Essex Count& is
valued at $10,000 and a house in Somerset . County is valued at
$10,000, and you have a ratio of SQ per cent and I have a ratio
of 20 per cent, it will not make any differenée in the tax dollar
that that individual house-owner pays} So I don't care one jot
whether the ratio changes or not. What I am”iniérested’in is that
the $10,000 house in Essex, compared to the $10,000 house in
Somerset, will have the same-treatment.‘
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SENATOR SANDMAN: ‘Well, you saybpne thing in here that has
me .a‘little‘bit confused. You do not want the Legislature to
imposé differentvrétios.on different kinds of propérty, which
speils.out that you are against any'kind‘of classification.‘ Is

‘that correctf?

:MRe TFOMPSON: On different kinds of property, I see no
reason that there should be different ratios.

'SENATOR SANIMAN: ~All right. Now let me ask you this:
Claséificati?n,.of course{ is assessment according to use. Corfecf?
MR, THOMPSON: ~ Yes. | |
| SENATOR SANIMAN: All right. Now, if you follow the tax
aSsessor's.manual and you éssess a farm as’a farm,‘are you not

then éhgéged in classification?

MR, THOWPSON:  Well, as a farm, sir -- I happen to be in
'thefréal éstate buéineés.  As a farm, it's probably worth less than
if it were a 40O house subdivision. “

SENATOR SANDMAN: All right. Now, in your opinion, should
the land be‘Lssessedaccqrding to its true value or accordiﬁg-to
its value as | a farm?,‘ | ;

MR;_THOMPSQN; According té itsvvalue as it is presently
being used. | o “,v w;w _

SENATOR SANDMAN: Thatjis classification, and that's the
tﬁing.you say you are opposed to. * |

- MR. THOMPSON: Thatvs not élassifjcation, sir.

»SENATORvSANDMAN: .It;s assessment accprding'to ﬁse.

| MR TﬁOMPSON?&,‘A corner in my muniCipéiity_on which a
house méy exist might:be worth $5,000 to the housevman; that is, -
the- land itself. But thatﬁsame corner lot ~_Heaveﬁ forbid, I'm not

~dqaiing; with Esso - but to an oil,compény,vit might be worthﬂ
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$25,000. - That doesn't necessarily mean to the householder it's
worth $25,000. o

SENATOR SANDMAN: My problem is tﬁis: Let's assume we have
two tracts of land, the same size,vthe same shépe; one right next |
to the other, absblutély a square. One.is‘a hundred acre farm;
‘the piece right néxt to it is a hundred acres of dévelopment
property but vacant. - The hundred acres which is used for develop-
ment, let's say, is Wofth a hundred thousand dollars = the true
value of fhat land. The farm right nekf_to ittas a farm is only
worth, lét's say, $25,000, Now, the true value of the land, the
real true value of the land, whether it be a farm or what it is,
is a huhdredtthqusand, is it not? | |

-MR. THOMP SON¢ No;nsin;;ﬁ§‘ﬁf;wa_ﬁﬁiprn;ﬂﬂu‘

SENATOR SANDMAN: Well, that"s where you ioée me .

MR, THOMPSON:  Well, a hundréd acres of land that has a
potential, shall we say, of beigg'a 100 house site - it'has_thét
potential but it still hasn't created that»%lO0,000 value until
it is broken up into its 106 house sites. I go to the concept
of use for value, but this again is in the ap@rgiser's Jjudgment.

SENATOR SANDMAN: All right. Now let's assumé you are
sitting on the County Tax Board and you are iisteninglto an appeal
of this case. You have two pieces of 'land, identical, both
barren, nothingvon them, and one piece is solé to a real estate
developer for $100,000. At-tpge Yalue, hé goes on the books
at $100,000. The deéd reflects that he paid $100,000 for it.
Letts assume that thét ig the fair'market value. The piecé right
nexi to it wasn't sold; it's still retained and there is corn
growing in the field, Whai is the true value‘ofvthat - the same
land, same area? | »

MR, THOMPSON: Well, one isolated sale, sir = I'm not
trying td.rﬁn away from the questidn,‘but one isolated éale
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'“.person who i

fis not going to necessarily establish that each 100 acre tract in'

5-‘that municip
B SENAT

' Let*s’asSume

t.

ality has the same valueo » . »
OR SANDMAN | Letls assume 1t's not an 1solated saleo'

that the going price of vacant land 1s $l OOO an ;V'H

Qacre° one man sells hlS for $1 OOO an acre, the other man keeps

’;his and grows corn on it, Right?‘

f-’-m;_; T

HOWPSON: Right,w ,Q”

o SBNATOR SANDMAN° ; Because he grows corn on it letls

' assume as a

$100 OOO fil

farm it's only worth $25 OOO. The-man Wh0<ls naying ‘lbl

v'his case° the contiguous land is assessed at 25 per cent of what

_his land is

':_how would you judge such a case? Would you grant relief to the

'v,MRorT
purchase;bfi
o Qith_me;lSir
O sENATO
) éohtigadﬁs'i

one~quarter

s filing such an appeal?

ce against him, I donlt think he would get very far 'ci5
OR SANDMAN He can certainly prove that 1t'szix‘7;e'
and the same value, yet his neighbor is paying only

o )

jas. much as he is paying._tw ft

| MR THOMPSONQ~' Well his neighborls land might well in

fjmy mindJstart to- rise in its value -‘one farm left in the middle

“.iOfsafwhole_s

COme~up7unti

ubdiv131on, I think its land is going to have to

1 actually it would almost put the farmer out of

,fbusiness,; He couldn't possibly afford to farm on $1 OOO an acre :

-flanda

"believe in c

,we,cannot,as

| SENATOR SANDMAN %Now?that'is pfeciséiy'my*point; 1

1a531fication, ‘as dirty a word ‘as 1t may be.,vButy‘[':ﬂz
sess a farm as a farm unless we believe in |

16 Ajz'f

es an appeal W1th the County Tax Board and he proves ,ty’

being assessed ‘ As a member of the County Tax Board ‘,':v

HOMPSON' Well since, of course 1 would use his own ;tv,i”
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classifieation; Donit you agree wlth-that7_ | »
‘ MR"THOMPSON? Well, you aretus1ng thls language of class-
.1flcatlon 1n these lands. . L have used the generality of class-
1f1cat10n over everythlng-v busihess,_land,lpersqnal real estate,
and what not. Your ViGWSLWOﬂld;Seem;fQ intimate to me that you
‘want varyihg batibs_agalnst the traebvalue of the various.
categorieshthat we_have'ih‘our“assessment picture,, e
SENATOR SANDMAN:  The bill which 1 favor, which, of course,
| is’my owh bill, only has three categories of classification for |
very necessary_reasohs. If you assess according to true value
under uniform rules, no farmer can ‘exist in the'State of New Jersey.
For that;feason we mﬁst have classification on that ohe item.
Correct? PO | |
MR, THOMPSON:  Right. | N S
SENATOR SANDMAN:  So, therefore, we canhot'be SO stfongly
‘opbosed to this dlrty word "classification noo
IVIR° THOMPSQN: All r1ght.- I will agree with you on that
SENATOR SANDMAN: h Thank you, »
' CHAIRMAN DUMONT: Any other questions of Nr. Thompson7
(No response). |
Mr;fThompson, there are"a.coupleeef things that I'm not
cleartahout ‘here. I gather that what you are talking about is
that you want the standard of value the same - all over. the State,
much as‘the‘State Constitution.now-prescribeS° that is, that all real
phoperty, regardless of the use to whlch it 1s<put ‘be assessed at the
‘same"standard of value. I take it you don"t like the idea of different
fatios.a Is that correct? ‘
~ MR. THOMPSON:. ;_Yes,vgif;g'_
| | 17 A



o - N CHA,I RNW‘] DUMONT,, Well then, apen?‘t yOu in :esse‘nce‘ .S‘ayi‘ng s
: that you llke the present law7 S T S

MR THOMPSON°" It isnlt too bad sir

GHAIRMAN DUMONT ;All_right. That's all I want to find o

:tout, what you prefer‘-~’ T ' ‘ o
o MR. THOMP50N~'T There are a number of facets of--'

CHAIRMAN DUMONT- Q-- because we have before us today, asidéf~

,from the three approaches - municipal county, and state'- we also -

.'have the other approach of Just leaving the law the way 1t 1s, or,b

,tas 1t 1s belng 1nterpreted by the Supreme Court wh1ch is not
’ I

'exactly the way the assessors have interpreted it over the years.v

Now, you are in favor, then, of the same standard of value !,-3

o wremaining, but you donlt want any ratios°

o MR, THOMPSON: “That's correct.

i CHAIRMAN DUMONT-'E You want. to fix your own raiio,’{df
. MR THOMPSON°'- Yésoljf:

CHAIRMAN DUMONT } So that really what you are in favor»v7 S

ffof is- the present law, but you would like to get rid of what?
full and-fair value assessing that 1s 1n the present statutory law
,iWthh requires the interpretation of a hundred per cent assessing7'L/
o MR THOMPSON°v' Well Senator, in fact ln the specific S

-
- realm of real estate w1th which the Local Property Tax Bureau

) treats, are.we not when they adJust my ratios to lOO per cent S
of true value by the sale sampling that they take ~‘aren't we o
back on a 100 per cent thing now? "}; o ;h, jx y_m, |
B CHAIRMAN DUMONT°' We have been}for a long tlme if the

present law had been followed Mr,,Thompson:m:1oo pep cent o

_'assessing Wlth regard to both real and personal property but it
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wasn't until the court deC151ons came that assessors started to -
and everybody else be51des ‘not Just assessors - because ‘1 know

how difflcult your Jjob is < but everybody began to reallze that we

‘would have to start observing the ‘Constitution and the leqislatlve
| mandate, the implementing legislatlon of 1948, which has the full

'and falr value clause in it.

I take it then that you prefer what we have in the law today,
is that correctl A ‘ )
MRO‘THOMéSON:v ~If all facets of what is in myitax'aggregate
re'treated as wellﬁas has:real estate.ln the pastrfive years,
I"think - our problems will disappear, sir. | |
CHAIRMAN DUI\/IONT° Well then, ‘you th1nk that if the courts

of New Jersey ordered assessors, as they in essence are doing by

degreeS»here in the Rldgefield Park case - if they would order all

the assessors.in.a county to assess real and personal property at
lOO per cent of value, you think ‘that would be the answer then?
Is that what I gather from your remarks? | i

NR. THOMPSON:  Yes, and in fact that is what has happened
in my'munlCipality So in spite of the fact that I am at a 20
per-cent ratio the State Local Property Tax has promulgated a .
percentage multiply1ng my assessment rat1os up to ‘the full 100
per cent. So it will make no change for me - except to change my
munlcipal tax rate, if you will, from $10 down to approxlmately
$2.00. That's what it will actually do. - o

CHAIRVAN DUMONT:  Well, all we are interested in is the
opinion;ofgyou folks in the_fieldewho have to work with these,-

laws. 'We'want to know Which of all these different approaChes o

‘'you favor,- That?s why we are holdlng these hear1ngs,

. MR. THCMPSON: I thlnk if the varlous classificat10ns'~



‘and 1 use- that word 1n the broad sense now ——,‘_ |

R CHAIRMAN DUNONT: You are talking about categories suoh
Iias machinery and inventory, household goods, etc,v,_ a

| MR THOMPSON Yes, lf they are all treated the way the»
Local Property Tax Division has done w1th realty alone I thinkm'
your problems would disappear.” ! | |

CHAIRMAN DUMONT * But you'don”t_Wanttdifferent_ratios

'.v.aSSIQned to ! dIfferent categories is‘that correctth

MR, THOMPSON'“-’ 1 do notoy_h‘would'rather7have;a’uniform
'ratio.‘;_’f ’ ‘ » | | _ |
CHAIRMAN DUMONT Now, why do you say that simply because

there is a building subdiviSIon or an industrial site next to a

'_farm that that would have an Influence on raising the value of .

;that farm in your mind as an assessor when actually it is in- o
active use agriculturally? » ' ‘ S | _

- MR. ﬂHOMPSON:‘t Because‘It demonstrates sir,'that-the
IfarmedoeS'have;that'potential of attracting another industrialist
'_to it,y That?s about the only- Indication you have._r'

) CHAIRMAN DUMONT° But isn“t that feeling on the part of @
,assessor likely to drive farming, as: avbus1ness 'out of New Jersey?
| L MR -THOMPSON° Quite-frankly,isir, ‘my community - to answerv.
you specifically and rather academically . when my Community wast
'frevalued l'sat down WIth our revaluation group and. I said "Look
_gentlemen,‘letvs be realistic about this These farm»barms tnI¢~

my Community have actually lost all of theIr value because no one

1?;fcan pOSSIbly use them as such and as a result _when we re-'7"“

‘xvaluated these farms, the farm buildings themselves would decrease
d-functaonally; If you will to almost ridIculous extremes. We are.,'n
CfdrIving farmers out of my rural community today They can't stand

i,,
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the gamut of the reél éstate promoter Who comes in and pays a
thousaﬁd dollars an acre, because if anyone farms - and I am
sure you have, sir = no one can farm a thousand dollar§ an acre
land in the State of New Jersey. |

SENATOR SANDMAN:  From that, you really spell out the
real need for classification.

MR, THOMPSON: Perhaps, I do, sir.

SENATQR SANDMAN; Because‘agriculture is an importaﬁt
part of New Jersey's -- |

MR. THOMPSON: The Senator has straightened me out. It
probably should have been on categofies° ‘

| CHAIRMAN DUMONT:  Of course, we get different reactions
from that. I don't think that justifies classification. 1
think it réélly méans that the assessor has got to fealize
tﬁat this is farm land in active agricultural use, and the mere
fact that you have an industrial plant or a building subdivision
near it is no reason they should raise the Value of that farm
land in active agricultural use, )

MR, THCMPSON: As a matter of fact, Senator, I have an
éppoinfment with the Local Property Tax Division next weék, the -
23rd to be specific, when I am going to plead the case that it is
not until the land is in use by an industry or in use by a sub-
divider that the value be changed.

'CHAIRMAN DUMONT: Are there any other questions?

Thank you very much, Mr. Thompson.

I have a couple of problems here about tryiﬁg to get
people off on time, etc. Mrﬁ'Levet, member of the Committee
on Municipalities of the New Jersey Taxpayers Association,

Are you ready, Mr. Levet? Is yours a long presentation?
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WILLIAM B. LEVET:  No, not particularly.

-

My namebis,Willfan B, Levet, I representvthe‘New Jersey Taxpayers
Association, ofdwhich T:am.a member'ofpits Conmitteeron Municipalities.
For'theepastitwo-decades theTASSOCiation has studied closely developments

in the fxcld of property assessmentbadmlnlstratton. Thrs study has resulted: Ln,_
recognltlon of certaln broad prlncrples essent1a1 to ‘a sound and equltable system
'of‘propertymassessment. These have been statedyln testtmony before legtslattve
hearings in earléer years; They 11kew1se form the basts of Assoc1ation testlmony
at.this'heariﬁg,i Review'of present c1rcumstancesxrevea1s no sound,reason for

departure from these principles."‘ N - . R 'f '

Statewide Standards of Vaiue

. !

Cl At the root of New Jerscy s assessment dllemma ts the question of whether ,~:j C:

’ property in’ New Jersey shall henceforth be assessed under statewlde unlform practlces, -

i

regardless of muntcipaltty orjcounty, or whether local varlattons,WLll be»sanctroned

by law;h 5 'A | .

While there may be great difference of opinlon as to. whlch course to pur-

sue, these two pOSSlble courses of action are: mutually QXCIUSLVG. They cannot be ‘

‘reconc11ed The law must etther speclfy untform statewzde untformlty or ‘permit
Iocalloption.

Between these ChOlceS the New Jersey Taxpayers Assoc1atton rexterates 1ts

" stand for.taxetlon of property under a system of uniform,standardsafor assessment

purposes, applicable uniformly throughout the State, It believes that all real
"~ property in the=$tate should be valued for tax purposes in accordance with one .
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;statewxdc standard of value and th ”sessmentjshonid”hefcarriedhont:everywherejatfinp

a unlform proport on: of :hat standard

The Assoc1at10n be11eves that t om1c devel'pment of the State w111

be thereby enhanced No opportun, :Shoulw be lost to promote rather thar dlscourageif

1, the balanced economlc growth of a state‘s 7re1at1vely small and lnterdependent as .

' New Jersey. Varylng proportlo s‘of,a statew1de standard would foster competltlve ﬁ;ff

jassessment practlces and unnecessarlly compllcate property taxatlon.v

Stablllty Ln asaessmen n- lmportantffactor‘ln Lndustrlal

“;llocatlon and expans10n --7w111 not be’atta ned qumun1c1pa11t1es contlnue to under-vitr"

'f”assess lndustry Ln order to att” t- lt"a d 'ater overassess 1t to meet moun lng

‘costs of local government. Unlformlty'ln’assessment p011c1es would 1murove th

-f:comparatlve costs of'local government ‘and 1nter-mun1c al competltlon would then be

fbased more clearly on relatlve effl_Le cy operatlon and extent of serv1ces

Statewrde unlformlty \to the lntegcltyvand understandab 11ty

of assessment admlnlstratlon'”. If equlty ln property assessment ls;to‘be achxeved ~fd"

' frules and gtneral procedure must not only bc standarlzed in’ law and pra:‘;ceibut,‘gﬁf”

"also made understandﬂblc to the taxpaycr.»;,fiéf_ff

'f,f In 11ke manner,_stateWLder‘nlformlty 1n asseasment pollctes 1s needod lf
:there is to be any unxfornlty 1n (1) the effectlvoness of ochool mun1¢1pa1 and
’,county debt llmlts whlch now are based on a varlety of nssessment 1evels and (2) ln:;:

'vthc actual value of veterans' oxemptlons the worth of whxch now varres Wlth the

: local level of nssessment.;“-»'

Measured by the foregOLng prinCLples, 1t 1 ev1dcnt that benate Blll 1

inble fcatureo of statew1de unlformlty 1n ff:” R




T

Also to be noted Ls the questlonable constltutlonallty of a b111, such as
ASSembly Blll 198° whlch would pcrmrt each county to establlsh its own assessment
levelss Thls subJect needs no further comment here except to note the pract1ca1

certalnty of 11t1gat10n to test lts constltutlonallty, should such a b111 be enacted,

Proportlon of Value for Real Property

Asso ‘at on polzcy has cons1stent1y favored the unlform assessment of

'.'real property at a proportlon of not more than 50% of truc value. Such fractlonalln

- assessment ls-proVLded:ln'Senate Bill 1,

Personal Property Ratlo ;

The Assoclatlon has long takcn the pos1tlon that tanglble personal

- pr0perty should not be treated 1n the same manner as real property with respect to

the appllcable standard of value and proportlon thereof The ultlmate danger in

present personal'property taxatlon is that the full letter of the true value law

could be enforced w1th devastatlng effect on a11 New Jersey bus1ness and on a11 tax-:c

payers who possess household goods.

The lmpact whlch changcd personal property taxatlon could have on business';

is related not only to the percentage of true value at whlch 1t would be assessed
to.

but’aISO/thevrelatlonshlp which thxs percentage in turn would bear to the percentage-

~

‘tat‘which;busines real property is. assessed. Wh11e unfortunately knowledge 1s st111
lacking as,to‘the potentLaI effect of any proposed personal property assessment
ratiOs,‘it'is,clear that any ratlos whlch are selccted would have w1de1y varylng

effectathroughout the State, ‘and mlght serlously hanper the healthy developmcnt of

New Jersey's statew1de economy.
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'fState,"

fmachlnery and equipment at ‘a lower ratloh

'Ispeclfy net book value a the standard and both spec1fy a dlfferentl s

'itorles on the one hand and real propert,"and:machlnery and equlpmentf

']addltlon to Senate Blll 1

”f Thls ls far from belng a problem of concern only to busxness. At'issue

are JOb opportunltles fo everyone~-- Ln lndustrles,vstores servtco establlshments

°_and professrons,_all of whose welfare rlses and falls thh the entlre economy of thebl

Nelther Senate Blll 1 nor Ass bly‘Blll 198‘prov1de for taxatlon of

han for real property, However both

1n'the case’

'vof anontorles ,Ln prov1d1ng a one to fou'_ratxo between the assessment of lnven—uf”

'the other.5f

' s’Assembly B111 198 prov1des further that raw materlals supplxes, work Ln process o

and small tools would be removed from taxatlon.‘

Both major bllls spec1fy the assessment proportlon for machlnery and

equlpment nt paxlty w1th that for real property. There ia great uncertalnty ﬂs to

the potentlally harmful effect thls mlght heve npon commerc1a1 and 1ndustr1a1 tax- O

fﬁpayers.f The 1ower ratlos and exenptlons upon anentorles prov1ded Ln Assembly Blll

‘198 would tend to offset thls effect -and for thls reason would be a desrrable ‘ ” 

Both Assenbly Blll 198~and Senate Blll 1 provrde for assessment of house-,;*

hold personalty at a 50 per cent ratxo, nlthough Assembly Blll 198 permlts exemptlon'

) upon local optlon. This latter prov1310n could lead to 1nter~mun1c1pa1 competltlon.v'

'»Should tho tax be retalned however the practlcablllty of equ1tab1e assessment ‘18

hlghly questlonable ' partlcularly at 50% as provxded Ln the bllls.-
In thc lxght of the varlous propoqed changes, the ASSOCLat10n relterates

\Lts earller recommendatlon that the Leglslature prov1de an 1ntensrve study durlng

the 1n1t1al year of enforoenent so as to be Ln pOSthon to move qulckly to overcome

“any effects Whlch may be serlous enough to hnmper the healthy development of the'

otate s economy.;
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Workable Appeals Procedure_‘

_For a number of years, many New: Jersey taxpayers have been stymled in
i

their efforts-togobtatn tax relief Ln‘dlscrlmlnatlon appeals,because_of the,absence

)

of statuteS'providing for (1) a’relatively‘simple and praotical appeals procedure,‘f

1
|

‘and (2) recopnltlon of the common level of assessment Ln the mun1c1pa11ty as a base
_from which to measure dlscrlulnatlon. Senate B111 2 is de31gned to accomplxsh these
purpOses and Ls therefore‘e deSirable b111 Enactment of such leglslatlon is long

overdue and should accompany any general b111 provxdxng for a new system of -

‘standards of value and assessment. It is suggested however, that conSLderatxon be .
; i

;glven to the practlcablllty of narrowxng the proposed percentage spread of permlss-

ible varlatlons from the common level 1n Senate B111 2 to a lower f1gure than the

.proposed 30% range. ,;f. ‘

| SN . - o +
j ) . ) : : . X X . K .n

'Assessment Perlod

'

Beoause of long-term trends in the property narket and ‘the need to prov1de

[ f £

a perlodlc and systenatlc rev1ew, ali property should be subJect to reassessment

H

. | e
_at three to. vae-year 1ntervals. Assembly B111 198 prov1des for three—year

. l .
‘reassessment but only in connectlon w1th revaluatlon programs. A unlform three to

z

‘flve-year perlod for comprehenslve reassessment should be a feature of any ma]or

‘ ‘

assessment reV1810n leglslatlon, ,".
'f';} LHAIRMAN DUNONT Are”there‘any_questiens of Mr. Levet?h
M. hdtthcw - | | S AN o
: A‘sswswwn MATT HEWS:  Mr. Le vet, 't’w'o eXprfeéﬂion's in your'

statement interested me.; The Iirst one, of. course ia your dls-

agreement with the 1dca of count/wide ratlos I note that, yOur: : fd
vCFlthlsm oI countywide ratio is based on a fcw reasons you ecite, Ty

‘one of thLm bcing thetvaryinq proportion of ﬂ.otdtLWIdL standard
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WOuldjfoster oompetitiye assessment'pfactices.‘ Conldiyou-explain
that a little bit more fully for me? R
MR LEVET'V We. belteve‘thativas a braetical matter, as
~higher degree of equltable assessment would be obtained by the
vstatew1de standard | v | _ | o ‘ |
ASSEMBLYMAN MATTHEWS Presupposing thatiailneounties used
the.same standard.of value,'which_basically?is‘your'testbof
.assessnentb and all mﬁnieipalities:within a county»used‘the sane‘r
ratlo of true value, where could there be competition between
countles or munic1palities? | v o
MR, LEVET° ‘If the theoretical relat1onsh1p, mathematical
relationship,.between,the assessmentvand:the taxability, or the tax
rate, could betmaintained, theoretioaily‘itdshould:mahe,no
difference. It is‘ourbbelief,»howeyer, that as a practical matter
those ratios and the relationship’are not'adequateiy~understood"
and are sometlmes not” clearly expressed and that there is mis-
vunderstandlng with respect to those standards.” .
| ASSENBLYMAN MATTHEWS- Well as a practical matter, that
could happen with a statewide ratiow too, couldn't it? -
MR. LEVET: It's theoretically p0551b1e.yv |
 ASSEMBLYMAN MATTHEWS; I think, Mr. Levet, and this is
‘'my personal opinion,.that,mueh of this sentiment toward state- .
wide uniformity vis?a-vis COunty dniformity is based upon the
idea that a statewide ratlo is more easily understandable by
‘people,.that'ls, an 1ndustry could be in Bergen County and could
think about moving'to Senator Sandman's Cape May County, knowing
'that everybody assessed at one hundred per cent all they would
have to do is look at. the tax rate down there in the back of the
Legislative Mannal and find out what their tax rate is going to"
_be;‘ I think ba31ca11y that's the real reasonlng behind statewide
| 27 A |



uniformity as against county uniformify° Do you agree with that?

MR. LEVET: Not only the understandability but the practical
establishment of those ratios, or of those valuations; we feel
thefe would be a higher degree of uniformity and a higher degree
of equitability.

ASSEMBLYMAN MATTHEWS:  If every assessor does his job under
countywide uniformity, you don't think there will be‘municipal or
county raiding then, do ydﬂ?’ n

MR, LEVET: We think there is a greater probability by
this state&id? standard. We feel very seriously that that is a
very important factor. |

ASSEMBLYMAN MATTHEWS: I'm not going to get my answer
whether the assessor does his joﬁ or not though, am I, Mr. Levet?

Now the only other item I would like to question_youvoh
- is the recital that also to be noted is the questionable con=
siitionality of Assembly 198 which would permit each»county to
establish its own assessment lévelsq Have.you or your organiza-
tion done any.investigatioh on that? |

MR. LEVET; ~We have not had an opportunity to make as
thérbugh an iﬁvéstigatibn as.we would 1ike., If there are
specific quesﬁions=- |

ASSEMBLYMAN MATTHEWS: 1 have a little quote here that
I would like to read for the‘people who raise that point, a very
‘short one:""?he’direction for the assessment of property under
general laws énd by uniform rules according to its true value;
the standard laid down in the 1875 amendment to the 184l Con-
stitution requires and is fulfilled by such regulations as
should impose the same percentage of its actual value upon all
fhe taxable property in.thé township for township purposes, in
the county fof county purposes, and in the state for state purposes."
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Now, ‘as you know, the language in the 184u Constitution is
more stringent than the language in the 1947 Constitution. This
quotation which I read comes originally from the case of Stratton
Vs, Collins, decided by our Supreme Court in 1881, =It was affirmed
many times subsequent to that but - 1nterestingly enough the last
time thatvde0131on was recited, to my-knowledge, was that it was
reaffirmed.ianusticeiHeherls decision in the famous casevof.:v
Switz vs,vMiddletown, So Ifthink if,you will'read paragraph 5 of
.'Roman\numeral-l of JusticehHeherls opinion in Switz vs. Middletown,'
the cobwebs of unconstitutionality pertaining to Assembly B1ll 198
w1ll be brushed away » o o ;

, MR, LEVET: Well it is our View»that itisﬂlikely to lead to
litigation. - . B -

CHAI RMAN DUMQNT:v' Any further‘questions? ‘Assemblyman‘Mustoj_

ASSEMBLYMAN MUSTO: 1 have only one‘questionzﬂ I notice you
say thatkthewlaw must specify either unfform statewide unifOFmity or
permit local'option.~ I-am interested in that,"permitflocal option."
What do you mean by that? ) | v

MR, LEVET:  With respect to the alternative of the counties.,

‘ASSENBLYMAN MUSTO: ~ You would rather it be on a tax district
basis ; in other words, by munlcipalities° _

MR. LEVET- No. Itts the contrast between the statew1de
standard and the county or a lesser size municipality

- ASSEMBLYMAN MUSTO: ‘State uniformity or local,uniformity?
vMR,,LEVET: Well, it's the State-=- | - -
ASSEMBLYMAN MUSTO: = State or municipal?
MR. LEVET: ,Statelor‘municipal,7inclnding county as municipal.

AS SEMBLYMAN MUSTO: ‘You include county as municipal?
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MR . LEVETg In a broadbsensep yes.

CHAIRMAN DUMONT: Mr. Levet, I gather from your preséntation
that your organization is definitélyvfbr statewide unifbrmity and
that you>are not édvocating.the passage ofvanything élseo

MRU LEVET: It's the principle that we want'io emphasizé
with the suppiementél‘references made to=-=-

CHAIRMAN DUMONTg The principle of statewide uniformityvyou‘
are for, and you are not fér any other prinéiple of countywide
uniformity or:municipal uniformity, or anything else,. Right?

MR. LEVET:  That's right.

CHAIRMAN DUMONT: It is suggested that I ask you the
question =-- Ali right, Mr. Matthews will ask you a very practical
question here. | |

ASSEMBLYMAN MATTHEWS: Mr. Levet, if it becomes obvious
that the Legislétﬂres for reasdns of its own, cannot successfully
pass a bill célling'for statewide uniformity, would you rather
see a'bill‘calking for countywide uniformity rather than a con-
tinuation of ﬁresent practices? | ﬂvb

MR, LEVET: It is probable that that would be some prdgféss;
balthbugh somefébjectional features of the present law might be
thereby continued. But it would be some progress,

CHAIRMAN DUMONT ; But you don't feel that it would be as
much progress:as if there were sﬁatewide uniformity?

MR. LEVET:  Thatts righﬁo |

ASSEMBLYMAN MUSTO& You wouldn't want to be as happy as
we were beforé.the Supreme Court decision, would you?

MR, LEVET: 1 don't think that l cen add anything to
'thatc_, : .

SENATOR SANDMAN@ " As I understand the position of the
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New Jersey Taxpayers Association, you are in full accord with the
>SWitz de01Sion and you don"t desire any change in the present _
‘law, as I understand it m_ o v | Vv "
MR LEVET- “N there are obJectionable features in the
present law thatzue not practically put into effect.- If you mean :
that there may be basic provisions Which 1f'enforced‘1arewfully’.
complied W1th under the present law, in accordance with the Switz'f
i'iand other recent de0151ons - it may be that there are ample:v
remedies by administration in that sense.» v : v
GHAiRMAN DUMONT‘ | y other questions? (NovreSponse)
Thank you very much Mr.vLevet The next speaker is Mr»
Holtz, member of City CounC1l of the City of East Orange. |
_ELMER,F, HOLTZ:; Senator Dumont, Senator Fox, and
- Assemblyman'MattheWS° The purpose of my presence this afternoon
is to express to your Committee the sentiment of the East Orange5
City Council that the provisions of Assembly Bill 198 be amended‘
to include authorization to the tax assessors of the several
: municipalities of this State to obtain from the-ownerskof real
property'inCOme andhenpense*statements'and provision forhfailure ’
to comply’therewith and further to include subpoena powers in
the tax assessors, w1th violations thereof punishable by the
courts-for contempt the powers being for the purpose of com=- »,
pelling disclosure of information essential to proper assessment
practices on both real property and personal property; |
The problem at the basis of this proposal is one which
particularly affects the assessment procedures 1n the City of
East Orange, and we believe that it also affects a great number
..of municipalites throughout the State. We have particular ;
reference to Section 30 of the present bill° it is on page 15 of
.'the draft, in Wthh the proposed amendment to R. S u 3& deletes g'
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the reference to R.S. Bh:li-9 which applles to the owners of
personal property being examined on oath and Section 16 of the
Personal Property Statute which has been construed by the court
to affect personal property assessménts ohly and not to be
applicéble to real estate. The suggestion, therefore, is that
Section 30 of this act or any other bill that is passed in‘éon=>v
nection with the assessing procedure be amended or incorporate in
it a supplement to present section 34 of Assembly 198 to embody in
that section language comparable to R. s. Si:l-16 and make it
applicable_td‘real estate. The factual basis for this suggestion
can be shown‘by the results of a sampling check, for example, of
16 pfoperties which tested on the assessments in the City of East
Orange. On those, 10 owners filed no statements: 6 stafements'
were filed. This, of course, is less than 50 per cent on that
small sampling, and a doubling of that sampling, a list of 29
propeftiesbw‘13 owners filed no stateménts,v9 were filed late in
the year, in:December; and some in 1960,

Now; it is impossible for thé assessors to perform their
- duty of appréisal with thét type of cooperation from the owne rs
or that type of disclosure of essential information. The serious-
ness of the problem of the assessors is also evident from a com=
parison’that‘in about five million dollars of ratables involved
in these sampling tests, reductions of $481,000 granted in 1958
on a revaluation program; apparently withoutiggy;factual basis on
which the asseséors can reasoﬁably estimate the Valuationj
$481,000 escapédbtaxation; in large measure pértly,because bfvthe
inability of the assessors to obtain the proper data.

It is our proposal that these statements which require the
inspection and study be pﬁt on a basis where it can be more
beffectively enforced. It is our Jjudgment that the highest
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valuation provided in the present statute, or the new term of
taxable valuation applying in Assembly 198, is not a real

solutidn to this problem. It is essentially oﬁlyva gamble or a
game of chance in the matter of the assessment praqtice. It also
invites expensive appeals and trial heafings. The procedure
itself on the hearing under the present practices is a difficult
one because most of those hearings are conducted under pressure
and it is not unusual to sée as many as 32 appeals in one day
handled by one Commissionér in the County Board.of_Taxation.

The owner then testifies vaguely or very generally, submits some
statements or lists with little or no time for verification.

If the County Board concludes on the hearing that the amount is
proper, a reduction is granted, and had that information been
submitted to the assessors a trial could have been avoided. If
the estimate of highest vaiue proves to be lower than a reasonable
assessment on the property, of course the owner merely sits tight,
and a fair revenue is irrevocably lost to the municipality.

We are seeking in this proposal only a fairness in the
assessment procedure. We believe that those owners who fiie
statements should not be penalized by the disclosure of the
information and that the gamble that the owner who does not file
should not be weighted in his favor. In all of this process, of
course, there is a basic unfairness to the small property owner
who must pick up the additional tax in the ratables lost through
the defect in the present process.

We believe that the proposal will give to the assessors
an effective tool to complete their jobs. We, therefore, propose
that this amendment of Section 30 be cduched in language that

would be similar to the present statute R.S. 54:Li-16 with reference
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to personalty, supplemented by provisions taken ffoﬁ R;SQAO:48=26
with raferenCe‘to municipal investigations, andvthé provision of
the amendment would in essence be that the’aSSessor shall have

the power by subpoena to compel the éttendaﬁce}of'any person‘or
officer of a corporation to submit to such examination uﬂher,oaiﬁ'
with regard to the taxable real property and personal property of
himself, the corporation, or others, or the truth of the matters
contained in his or its return of such taxable personal pfoperty
and such accOunt of his or ité real pfopertyy including income aﬁd
expense~statéments thereof, and for the productidn of bdoks, papers
and documents périinent to the disclosure of information essential
to proper assessmeqt practices on both real property and personal
prbperty. |

In a review of the bill and in the committee réport therefor,
the City Couhcil of East Orange respectfully urgeé favorable con-
sideration of an aﬁendment to overcome a condition which we believe
to be a serious defect in the present"proviéions'for the assessment
practices under these bills; and that you place in the hands of
the assessorélan'effective tool by Which they can make reésdnable,
proper, and fair aséessmentso Thank.you, sir, |

| CHAIRMAN DUMONT:  Any questions of Mr. Holtz.

ASSEMBLYMAN MATTHEWS: What was that section, Mr. Holtz?

MR, HOLTZ: R.S. LO:48-26. I have a copy of the proposed
language. » |
 ASSEMBLYMAN "MATTHE_WS: . We treat Title 5l, section L-3k
in both Senate 1 and Assembly 198, ’These sections of the statute
are touched upon by certain émendméntso‘ Now, the way we haﬁé'it
in the bill now, it reads: "Every owner of real property of the

taxing district shall, on application of the assessor, render a
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' fuli_and true‘aecount of his name and fealvproperty andﬂpreduce'
hie titleVpepers; and‘ne may be examined onioethvby the aesessor."
Thattlénguege, you think'isnjt strong eneugh in its»present
posture, and yeu wantVSOmething similar to 54:&416, is that it?

| MR, HOLTZ' Yes.} The pfesent draft of the language |
provides that they may be exam1ned under oath but glves no pro-
cedure under which that can be effectlvely carrled out and that
'appears to be the dlfficulty that our city adminlstratlon has,
‘encountered in working out a d1sclosure of essential informatlon.

ASSEMBLYMAN MATTHEWS' I see. So what you would like set

Qut_ievsomethlng similar to that in’SA:hflé, setting up a procedure
by which subpoenas would be served and hearings would be heid,
| MR,vHOLTZ: _That is cerrect,tsupplenented by the-pertion
taken from L0:48-26 which isoaimore direct provision for the
Supenior Court to effeetuate“the Subpoene by contempt proeeedings

directlyfin the court. At the presentvtime it isvnecessary to’
-make two applicatlons - one for the issuance of an order, and then
‘a further application 1n the event of disobed1ence or failure to
testify. | | S |
ASSEMBLYMAN MATTHEWS:  Are yoﬁ familiar with Su:&-ié? Do
: you have that there? | | |
MR, HOLTZ: I don?tbhaﬁe'it rignt here.‘ -
ASSENBLYMAN MATTHE@S:t "The assessor shall have powef,to’
: examine'nnder oath any persen or officen ofbavcorporatien with o
'regard to the taxable property of himself the corporatidn ot |
others, or the truth of the matters contained in a clalm for ‘
exemption’of any person or corporation and mayncompel.the
attendanCe of such persoﬁsand other Witnesseelenqnthe;pré@uetten
‘of»bGORS»and~papers*byrhis cfdef~tnenefor,;deeignating“thert;me
'-and place for such attendance and production.- The endef shall
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be served on the peréon, witness or corporation a£ leéét two days
before the time named, either personally or by leaving it.at the
residencé of the‘person ér witness or at the office of the
corporation. In case of faiiufe to comply with the order, the
assessor méy app1y ex parte td® the superior équrt or‘county

court to compel the person or witness so to do."

MR, HOLTZ: I am familiar with that, and I understand
the objection of the éity administration to that, and the purpose
of suggesting the ianguage in section 26 is tha£ it is necessary
to make two appliéations under that section, one to make the
application to thé court, and there is then a further prbcéss
issued by thé court for the purpose of compeiling the witness
to appear, aﬁd only then, apparentiy under the present praétice,
is there any resort to'the punishment under the section.

AS SEMBLYMAN MATTHEWS: Thank you very much.

CHAIRMAN DUMONT: .Mr. Holtz, as a municipél of ficial, do
you have any pre ference as’to the approach that would be used tb
try to resolve this problem; that is, whether if would be county-
wide, stateﬁide, municipal, or leave the law as it is?

MR. HOLTZ: For general purposés of the bili?'.

CHAIRMAN DUMONT:  Well, with any of the approaches that
are in thesé bills that we are now conducting the hearings
about; in othér words, whether‘it'be a statewide ratié, county-
wide ratio, mﬁnicipal radio, or leave the law much as it is ﬁodayo
Do you have aﬁy preference among thosé?ﬂ'

MR. HOLTZ:  There is no stated preference officially by
the Council, S0 I could not state for them. We, oﬁréelves,‘use
a 50 per cent ratio in the city. | o

' CHAIRMAN DUMONT: On all property, or just real property,
land and building, or do yoa apply'that - | |
36 A
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'MR. HbLTZ:Fl'nSﬁppesedlyeOn all real,pnepefty.b
CHAIRUAN DUMONT: ~ What do you do with regard
~to pefsonal‘property,tmacninery and eqaipment;‘inventoriesi;
| | MR. HOLTZ?“5"Thatiisrat7a IesSef’nercentage -"
either twenty or twenty -five per cent Myymemery doesnlt;’ .
serve me on that. » ‘ T | “ ‘ o
| CHAIRMAN DUMONT~ | vIs it the same on 1nventor1es
ae on machinery and equlpment -or do~yog make,a-dlst1nctlont
between those two categorxes? | | | | |
- MR. HOLT: - I am not in-a positlon to answerj-
'ithatk i —" N ‘ | y ,r_ _;
‘CHAiRMANtDUMONT? | I see. Thank you very much“
Are there any further questions of Mr. H01t32 o
(No . response ) ' | o |
' The néxt speaker is Mr AlfreﬁrGreene Association
of MuniC1pa1 Assessors of New Jersey and a member of its

~ Tax Study Committee. o



ALFRED J. GREENE, JR.: Mr, Chairman, Senators and
- Assemblymen, my name is Alfred Greene, Tax Assessor of the City
of Clifton and President of the Association of Municipal
vAssessbrs of New Jersey and member of the Tax Study Committee
of said association. |
I am appearing here today on behalf of the Tax Study
Committee Of‘the StateAAssociationQ This group is compdsed of
assessors rebresenting a croésﬁsection of the State of New Jersey,
such as the"Committee that we had last year, and comprises the g
following individuals and their respective taxing districts: |
The éhairman of the Committee is Mr. John J. Connolly,
Assessor of South Orange; Mr. Edward P; Markowich, Assessor of /
Cranford; Merle St. Amour, Assessor of Fairlawn and State
Representative of the International Association of Assessing
Offiéérs;“thriOtt G. Haines, Assessor of Vineland; Anthony
‘Berenato, AéséSSOr of Atlantic City and immediate Past-President
of the State Association; Walter S. Van Schoick, Assessor of
Howell Townsﬁip;'Fred McCoy, Secretary of the Morris County
Board of‘Taxétion; and Leslie Freeland, Assessor of West Milford.
| ' The following recommendations are the result of tﬁis
TaXvStudy‘Committee,On proposed bill number A=-198 and its
corresponding bill,_Sw?. We expressed our views on your bill
last &ear, Senator, S=81, which is. S-1 this year, and these
pertain to Assemblyman Matthews' bill, |
 On that bill, paragraph 1, we would like to see it

read as follows: All real property subject to assessment
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and taxation for local use shall beeQSSessed‘according'to the
same staﬁdafd of value, Which shall be the market value of spch
real property, as of the base year of 1960, with a ten year
periodicallrevision byAfhe legiSIature of the base year for values,
and the‘asseSSment.éhall be epressed in terms of the taxable
value of such property, which taxable value shall be that
percentage of market value as shall be established by each
county board of taxation as the level of taxable valte to be
applied uniformly throughout ‘the County. |

~ For purposes of this act market value shall be the end
result of the correlation of the accepted approaches to value,
nameiy”Cbét’Abproach;xlﬁeome'Apbfoaeh,'and'Merket Data Approach,
or anyféf”éuéh_péffs'Whieh mebee applicable to the sub ject
" property from data obtainable from within the respective
taxing districts. "

 Our comments on these revisions are fhet Market Value

.be‘insefte&mfnmbfeéevof‘%rﬁe value" because the courts have
cohtinﬁouSly”intefpfeted‘"trueivalue" to be synbniﬁoﬁs and the
 same ééwMéfkefuvelﬁe;'éﬂd'ub”ﬁbhfhe*ﬁbésent there has never
been any definition of the ‘term "true value" as such,

We believe the base year is necessary for values’ because
’it‘is’the only uniform and equitable method to be undertaken
to maintain the constitutional requirement of "same standard of
value.” The present bill assumes that each district has the
‘capability of revising assessments annually, This is an
impOSSible and insurmountable task which in turn would solve
none of the tax assessment problems presently encountered in

New Jersey, particularly as far as real property is concerned.
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The bardinal principle‘in the assessment administration o

. is. uniform and equitable treatment of taxation.v We believe
ivthese proposals to be the only means of attazning that result,
'Under this method all new construction during the interim period
onuld be valued as of the base year of 1960 and would then |
receive the same uniformity requirements.;

| In paragraph 2 we recommend no change.

Paragraph 3 - Each county board of taxation shall
iestablish the percentage of taxable value, between September 1
r'and September 15, as of the base year for values, and the level
f30-63t3b11$h§df$hall be applied uniformly_in such countyﬁfor -
fthe'Purpose éf'assessing:the”taxable valuesvto 5% used in
glevying taxes for the calendar year next succeeding the year"
in which such level was established. The level 'S0 established d
iﬂshall remain in force for this 10 year period.- In‘the event
that the county board of taxation for any county shall fail
to initiallyiestablish the percentage 1eve1 for such county,

]then until the same shall be done the 1eve1 of assessment

',shall be 507 of the market value as of said base year.vg.

| Now when taxing districts have completed revaluation,

- such as many-have in the past ten years,'until these revaluedr.
figures are revised upward allnew construction and all changes

"that have taken place within that taxing dlstrlct are taken o

back by that community to the same base year for values._ This'L

" is the same thing we are advocating here. 3

We also suggest, as. part of an additional paragraph,,3qA,

that Senate Bill No. 2 be 1ncorporated as an amendment to this

bill, dealing with the soacalled buffer as far as a common level

| ™
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would be'conCerned. *Andlour-feelingris that 157‘is'practical'

because under the true value concept or in our thinking of

' market value, 1n using wherever applicable three approaches
~to value you have many things to con81der.h If you can get it
within.this.range, we think this'is as much_as'can properly be-

”effectedhby'the1assessor of thelrespective taxing districts. -

Paragraph u - we recommend no change.'

Paragraph 5= The fair value of tangible personal property

’ used in business, other than business inventories, for the ‘vg'

purposes “of this act shall be a system of incorporating original

cost, price adjustment factors up to the base year for. values,””

~and uniform depreciation schedules applicable to the personal

property affected ‘and’ such depreciation tables shall not exceed

a minimum residual of 25% for assets still in use.‘ So we ‘hope

that at a possible future meeting we might come ‘in with illustran-
ttions of just howvthis wouldﬁtake effect'in_the_recommendation,
~ that would be made by the Tax Study Committee on this particular

The use of net book value implies possible 'i’ -

depreciation options inimical to sound assessment practices b

*because they violate uniform assessment requirements° The use

of net book values actually approves different assessments for

‘two ‘asséts that may be identical in cost and age but owned by a":

two different companies.z The reason is-simply the 1nfluencefof'
varying depreC1ation tableso The presumption that: all book values
have the same uniform cost data in their original form- is in
direct conflict with sound assessment practices because values :

constantly change and costs constantly follow these changeso-”



Net book value completely defeats uniformity in assessment
procedures,

Paragraphs 6 and 7 = we recommend nO‘chénge,

In paragraph 8, line 17, item 1, on all machinery,
implemenis, and equipment and all other peréonal property other
than inventofies, farm machinery and farm livestock, the level
shall be 50% of the level as is establiShed for the taxable value
of real propértyo | |

Line 21, item 2, paragraph 8 = On inventories the
level shall 56 50% of the level established for the taxable
value of reai property. Inventories shall consist of stocks in
trade, and.mgterials used in manufacture in this State, which
shall include raw materials, fuel, goods in process of manufacture
and completed products. v

LiﬁeiZh, paragraph 8, item (b) - The taxable value
of farm machinery, farm livestock, crop and produce shall be
established the same as for business inventories.,

Now our comments as far as'paragraph 8 and our
recommended revision is concerned - the formula"developqﬁﬁas a
ratio of 50% bf the level of taxable real property has
considered thé use of a base year for real property for a
10 year period and it is our belief that this ratio will insure
equity and uniformity between real property and personal
‘property.

‘We are also of the opinion that raw products and goods
in process of manufacture should be retained as part of personal

property because otherwise there would be a shifi in the tax
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burden from industry to-feai»propert&‘ahd mercéniile
establishments. | |

, The ratio should be the same for inventorybas for
machinery and equipment because otherwise bﬁsiness operating
‘with machinery and equipment would be penalized as compafed to
a busihess’dealing_with inventory at a proposed one~fourth ofv
the level established for taxable real»property under tﬁe
proposed bill.

Now we are'also in agreement, gentlemen,that the problems
and cures involved in personal property are man§wtimeé the
problems that are incurred and met in real property. We are
very cognizant’¢f‘this fact,

Paragraph 9 = If a base year is established and‘these
recommendations are followed, we find no need for the inclusion
of paragraph 9 in there, or else the members of the Committee
did not understand its import in this bill.

Paragraph 10 %-We recommend no change.

. Paragraph 1l,-line 12 = this has to do with the penalty
clause. We would recommend that it read: Any taxpayer who
fails or neglects to file a return within the time réquired by
this Chapter shall be excluded from any appeal proceedings for
the ensuing tax year.

The recommendation last year as far as the penalty
clause was concerned was that the prior year's assessment be
automatically increased SO% with no appeal remedy by the
taxpayer. ' | \

Our comments on this and the reason for our reéommendationg

as such is that the penalty ¢lause as presehtly included in the
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proposed bill gives the assessor certain optional powers of a
police nature. They would require the performance of work that
is 1ncompat1b1e with the proper function of assessors and take
time from their duties as said assessors.

Paragraphs 12 and 13 = The Committee‘is in favor of the
abolition of‘household_personai property as has been continubusly
recommended by prior reports of the Comm1351on on State Tax
Policy. |

There{was much discussion on this and the reason we
advocated this rather than the simple option'to the iocal
community is . that our prime requ181te in being assessors is to
assess propertles equltably and fairly and insure the same
treatment of taxation. We know of no way that this could be
achievedbin the burden of household personal prdperty° And we
are also of the oplnlon that it is another form of real property
tax. The only impact that it might have would be in the
community that would have a good part of their ratables ih
apartment properties, and thisvwould then be another form
in respect to a tenant tax,

Paragraph 1, line 1 - After all tax1nq dlstricts have
completed revaluation programs as of the base year for
values according to standards and procedures prescribed by
rule or regulation of the Division of Taxation and sheil cause
all real property within the district to be assessed at the
taxable value thereof in accordance with such revaluatlon
program, the taxable valuations so made shall remain in effect
for a period of 10 years ==~ we are revising that from the three

year period and it is our'thinking and we advocated biennial
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'yorbtriennial-ésseSSment'tofbe considéred;by this‘Legislative'
Tax Study Committee. We :think’ 'tﬁis might be vi'n'accord with
»ithat thinking. We do not think it is practical nor economically'
feasible to require taxing districts to revalue or revise

”total assessments within such a short period as every three
*years, nor five years. I think it requires at least a five year‘g
,study to find out what even the economic change in a taxing |
district is.' And the recommendation of 10 year revision by

:the legislature of the base year for values is in the same

‘ thinking as has been followed by many other states that have
:been compelling revaluation programs for many,'many years.

y We also recommend that all dates not consistent with the
proposed recommendations be rev1sed according to the tax year o
"of 1963 All true value concepts retained in this bill be amended
~to read market value.»\ o B | o o B

Parageaph hl - This act shall take effect as of

o October l, 1962 for the tax year of 1963 And these dates

could only be met if there is the administrative machinery
available within ‘the respective counties. There is going
to be a tremendous change over and administrative problems to be,
encounteredt.f Regardless of what bills are: going to be passed s
by the Legislature this year it can not be an automatic _
'}assumption that this machinery is going to be put in effect 1n
a short period of timeg

| Now these are thersame recommendations as will be -
,submitted to the Executive Committee of the Association of
hMunicipal Assessors of New Jersey for approval. We would

‘_then desire a future meeting, if possible, with this Committee
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to further clarify our thinking on the aforementioned?subjects
in an informal review where we can bring in9 in,illustrative
form by charta orgraphs9 justuwnat this thinking is and to
complete our studies; ' _

We would also suggest that in the interim period between
now and the p0851b1e adoption,or putt1ng in effect as of 1963,of
these recommendatlons that the personal property forms, as
recommended by A=198, be required to be filed with the dlStTlCtS.
These then, in turn, could be forwarded to the Director of the
Division of Taxation so that a true and comprehen81ve study of
the impact, partlcularly so far as personal property or ratlos
could be‘studled, may be undertaken when these base years for
value go into effect as of 1963

Now the Ninth Report and even the thoughts reported today
and even from our own Committee, I have yet to find anybody
who has ooncrete and comprehensive facts on which to base
any ratios on the actual impact that any sbift might have on
this burden of taxation in the State, |

We are in acoord with the recommendations by the State
Chamber as far aé-the need for this interim period before
anything ooubd possibly be pnt into‘effect.b And We arevmaking
tnis statement for personal property as well as for real
property. | | |

THOSeZare the comments and recommendations by thevTax
Study Committee, gentlemen, and we want to thank you once
again for giving us the opportunity to appear before you.

CHAIRMAN DUMONT:  Any questions7

ASSEMBLYMAN MATTHEWS° I‘haye a few,
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’CHAIRMAN'DUMONT" Go ahead. o
- ASSEMBLYMAN MATTHEWS. - I 11 hit the last one first - the
endorsement of the transition period as set up by the State '
Chamber. Do you mean-that you think-there should be a |
transition period as. such before the legislation goes into
~effect or are you endorsing the 1anguage of the transition
.changefproposed‘in an amendment‘to_paragraph 37’of.this bill? -
| N MR;iGREENE: ‘No. What we are“advocating;’Mr.fAssembiyman,'
 is that it we put our thinking across_so far as the neceSSity |
.lof‘a‘base'yearifor vaiues; this would be based on values as of
: 1960 to be put into’effect,'if'pQSSible;ifor’the tax year’of” |
1963. We believe at that time that'the personal property conCept
or the revision shouldnalso be"put'into effect at that time and
not’beidone until thiS’Whoie’problem.is completed as of that = -
vperiod of time. i _i ii | :
ASSEMBLYMAN MATTHEWS: This base year approach that you
are uS1ng, which you ‘would. have subsist for ten years, 1 am not
Vtoo sure that I see. what you are driving at in the use of a
h~base year. Let me create a situation andvsee if you can answer
it and maybe that might solve my problem.
We are going to use 1960 as the base year, that is we
‘vare.going‘to-valueuall property, according to your recommendation;
as to its market value in 1960. |

MR, (GREENE: Yes. | |

ASShMBLYMAN MATTHEWS’F SupbOsegfthatua“neWabniidihgﬂ~-’
is COnstructed in 1966. You are going to use the'year‘of‘1960;"
as the baSe.year. Does that mean that you are going to use

construction costs, etc. etc., as of 1960 as & base?
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_ MR,,GREENE.__ Yes, sir. ‘That is currently what is being .
done in every municipality in the State that has conducted a
revaluation‘program.x They have to take all new construction, .
-~ and revisions of values where neighborhoods might change, on a B
comparative basis back to whatever the base costs and values‘_,
viwere for the year that they revalued their properties. Any other~ﬁ
‘treatment would create inequities within that taxing district.=
tAnd we are advocating that the same principle be followed on
',a county and state level, | :‘ 4 - 7
ASSEMBLYMAN MATTHEWS° I*&:"an "s'»':ee' ‘tni.s' being accomplished "
'in’the theoretical revaluation situation, where you are
"revaiuing‘a whole municipality,ve and this question might put
yonfon'thelspot - Do you think, 1 won't say the average assessor
'.but-that:all assessors in the State of New Jersey are qualified ’,:,-
yj.to nse'theitase year approach to valuations? ' T o

y;MR,'GREENE' 1 think today they are probably more competent

than they ever have been in the past.,. , o N
ASSEMBLYMAN MATTHEWS' Well, l agree with you there.ef .
, MR.¢GREENE0\ I only make that statement, Mr, Assemblyman,
: because of the educational programs that have been continuously
_conducted, year after year, for assessors, and there has been
. a big assist from the Local Property Tax Bureau so far as their
,issuing instructional material for assessors to gain this |
‘-Vadditional knowledge.: I believe that, so far as administratively
'beiﬁg able.to be done by an assessor, simple indoctrination
. would'make;it a fairly simple process to follow. lThis_has_,‘

proven.itself‘ingmanylother states,that3have followedbthisf;-

~ thinking. 1 am,thinkingVparticnlarlynof‘a~state_1ike Ohio.

o ; N &8aA -
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They had ihe same prdblem and they have been doing this since
1923, Miéhigan, I think, uses the base year., . Connecticut does.
California does. And many of the othgr progressive tax states.
And 1 think with everything that you gentlemen in the State have
undertaken we are becoming also a progressive tax state in tr&ing
to resolve these problems of inequities that are in existence,

The use of a base yvear then would also almost necessarily
call for a revaluation every ten years. Is that right?

MR. GREENE: It would. Yes, it would actually'require
property to be revalued periodically whén the légiSIature would
under this plan catuse.the level of value of the base year for:
values to be revised. Now this might not necessarilyAentail
outside revaluation although most other states advocate it.

It debends again‘on the émount of help that is givén the assessor
and if current studies are able to be kept up or whether its

a simple method of factoring this up or whether the assessor will
be able to have enqugh infbrmation through thersales ratio

studies and cost revisions to be able to actually go out in the
field and review those properties.

"ASSEMBLYMAN MATTHEWS: How did you arrive at the figure
of 10 years? Is there any reason for that beyond that you wanted
to use the subsequent decades as'bage years?

MR. GREENE: We believe and it is bﬁerommittee's
thinking, and we are trying to take,advantage of other states!?
practiées in this where it has been proven == it is our contention
in the appraisal process that we should study the ééonomy of
changes for five year periods. We have studied it in communities

that had revaluation programs for say 8 years and you do not
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find that much of a change once it is set up that the assessor

is not going to be able to keep those properties up to.valﬁe, or

that you gei these drastic changes. We don't think it would be

economically 3ouhd, s0 far as cost or otherwise to the community,

any mére than - at a minimum of 8 years. But the decade thought
that you'came out with was the afterthought because it was a matter
of whether we were talking of an 8 year period or a 10 year

period. |

ASSEMBLYMAN MATTHEWS ¢ i,immediately think of a situation'
where reél estate values can change tremendously, as you say,
within a ten year period, even within a five year period poséibiy,
and I wonder if we might not be compounding inequities in a |
situation like that.

MR. 'GREENE: Oh, no., 1 don't know whether I put this
across,. I“ém assuming that you are talking about a neighborhood
change or a change in a neighborhobd beéamse of infiltration of
.inharmonioué groups, or intrusion on property because of changes
in zonings or items such as that. That would be the duty of the
assessor to make those revisions. This doesn't frgeze these
assessments. |

ASSEMBLYMAN MATTHEWS: It doesn't freeze these assessments.

MR. GREENE: Oh, no, not at all,

ASSEMBLYMAN MATTHEWS: Then there would have to be
other changes in the bill to cover a situation like that, I
would think,; ‘

| MR, GREENE: No. I think there is a little misunderstanding
on this concept of a base year of value, This doesn't preclude

any of the other reQuirements of the assessor making sure that
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'eqnity stillteXiSts betWeenhsimilar‘type properties'Within a
‘ taxing district for these interim periods.' Naturally if there
:‘are changes, neighborhood or otherW1se, or- even on 1ndividua1;~
properties, they have to be reflected. , »
1AS§EMBLYMAN MATTHEWS° Your" actual assessment would be
made every. year.andra.taxpayer would have ‘the right~to appeal
that assessment every vear? Is that the point? ‘ o
MR. GREENEa: Yes, That's our thinking right now, Mr.
, Assemblyman._ We dldvﬁndertake a‘study that was nqt~conc1uded,
'so far as our'feCOmmendations last yeaf,'on‘the:basisvof a
_biennial or'a‘tfiennial basis of assessment. Now‘under:that
Vthinking that is where*thevbcok would be filed 6nly once -

the list in its entirety once every two or three years W1th

the rev1sions in the form of added assessments or changed values__

under that form. But we encountered many problems under that:
.thinking S0 we let ‘that stand by itself at this moment.

ASS_EMBLYMAN MATTHEWS:: To go on a little bit, you |
~suggest that Senate 2 be incorporated as an amendment,to 198.,
~Just as a'mattef_of‘infcrmation; thatis~in the prccess of |
being adapted-to:use;with 198, bThe_Spcnsors of Afi98\hope _
gto intreduce that in the Assembly when we come hack,i _
MR. GREENE: Well,we are completely in acccfdiwith
‘that°bﬁ ( & . v. , . S
ASSEMBhYMAN MATTHEWS: I notice also'that‘you want to
raise the floor on minimum depreciation of property from 20
to 25%. Could you give me your reason7 |

| MR° GREENEo May I have just a moment on that2
ASSEMBLYMAN MATTHEWS. Sure. |
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MR GREENEoﬁ I do not ‘have all the facts that the

Committee resolved on. this basisnj I do know that 1t had been

(L3

zraised from the 20 to. the 257 level. » o
| CHAIRMAN DUMONT. While you are. checking on that, Mr.

@

Greene, I want to go off the record for a minute to figure out

l T
/our schedulelhereo

v | . o
(Discussion off ‘the record)'

CHAIRMAN DUMONT s The Commlttee has agreed to continue
this hearlng;on Wednesday, March 2, at 103 30 A, M. here in the
, Assembly Chamber.l L . - h |

" MR. GREENE'v'Getting‘back:tobyour‘queStion, Mr., |

Assemblyman,%the 25% bottom level was only‘aththe:recomnendationg
of the COmmitteesfrom communities in the stateslthatﬁhave used
the‘concept»df’original cost trended, anq‘naye used that as the )
1ower‘1eve1.%’And through the study ofvthe'practices’on,ther'
“national levelbthis is accepted. But so far as'we‘are"generally
.concerned there is no. great ObJGCthH whether it is 20 or 25%. |

ASSEMBLYMAN MATTHEWS. I raise the p01nt because I
understand sdme of the industr1a1 associations have indicated
‘that the flodr of ZO’mightvbe.too high, That is why I

25.

|
|

wondered whether you had a definite'reason»for raising_it to

MR, GFEENE: Only that it has been accepted in other
states where Et has been on-a nat1ona1 basis,k But as far as
t whether it is 207 or 25, we have no particular preference..
But this is on the basis, this bottom, of our thinking of
'u31ng origlnal cost trended upwards and deprec1ated backwards,

in order to assure equity of treatment.
| .
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‘ASSEMBLYMAN MATTHEWS: Ibnotice also that on personal |
‘property you recommend that the level shall be 507 of the level
of real property.»» 7 )

MR, GREENE : Yes,'sir.;fﬂ R

ASSEMBLYMAN MATTHEWS° Did you arrive at this on the li
basis of a statistlcal«study or Just from -- | e
~ MR. GREENE: No. Our thinking is based on the base year
“concept for a ten year period, and knowing that personal
property has to be done'every year.f So we tried to proJect it
out into the middle or mid point, 507 OVer this span of years,
this ten year~period, back ‘down to»where it»does not exceed thisr.
207 level._ This is a constant over this ten year period so that:
it would ‘not in itself be discriminated against because of a. |
rise"or'falllin,the realyestate'economy.lvLet's take a basiscof.
50% as ofithe base yeafjfor'Valnes of real prOﬁeftybas,of 1960,
'} In 1965 that percentage might be 55%. And thls is the reason
why we have selected this 507 ratio rather than taking it on
the same level as the basis of tax for real property.- -

o ASSEMBLYMAN MATTHEWS«_ 1 notice that these recommendations

were made through your Tax Study Committee..f |

- MR.. GREENE. Yesy, sir. S ‘ . o

ASSEMBLYMAN MATTHEWS : iI‘Wasnjust looking;at the
.municipalities?listed in the Tax'Study conmittee5and liam*]'
»wondering whether you consulted with or had any conversations
with assessors, shall we say, in more industrial municipalitles
than_thosevlisted. 1 notice my assessor from South Orange,
~Jack Connolly,’is there.f 1 would be the 1ast one in ‘the world

to call ourselves industrial.vueﬁjffkﬁ"
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- MR. GREENE: I agree with you there, Mr., Assemblyman.
1 believe my community is an industrial commﬁnityo Fairlawn
could be classified under that light. We would have had Mr. | o
Hunt, whom we have had in the past, serve on this Committee
but, as you are aware, he has been ill for a while and then he
took a vacation so he was not able to serve on this Committee.
He jﬁst retﬁrned this weekend, Otherwise Mr, Hunt would also
have served and he represents the largest community in this
Siate. Our previous mémbefs from last year were also conSulted9
and this would include Mr. Breen, Tax Commissioner of Paterson,
which is certainly an industrial community. Also the Executive
Committee of the State Associationg‘where this will be
forwarded, is made up of men such as you refer to.

f ASSEMBLYMAN MATTHEWS: Well then, this did come under
the purview of those whose problems sometimes in assessing may
be peculiarly industrial. Would you characterize their
views on it'without pinning any'individuai down? Were they
in sympathy? Were they a minority in your Commitiee? Did they
have misgivings,or = , | |

MR,iGREEN: As a matter of fact, Mr, Assemblyman, as
far as the personal property thinking was concerned, they were
of the opinioﬁ'that it should be 75% of the ratio of the level
for taxable real property. It was only after considerable
study that it came down to the 50% level.

CHAiRMAN DUMONT: What is he talking about? all personal
or just machinery and equipment? |

ASSEMBLYMAN MATTHEWS: Machinery and equipment.

MR. GREENE: That would be both, Senator.
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'iAssEMBLrMAﬁ:MATTHEwS° Inventory too?
MR. GREENE: Yes, sir. R |
CHAiRMAN:bUMONT' You don't make any distinction between
machinery,:eQuipment and inventory?_” o N |
'MR. GREENE: . No, sir.
SENATOR FOX.. It should be 75?‘
MR. GREENEo The thinking originally was that it should
be a 757 1eve1 ‘of the ratio for real property, as of the base year..‘“
| CHAIRMAN DUMONT" But now you recommend 507 for both
‘machinery and inventory. Lo o |
| "MRs*GREENE“’Yes;.sire‘ | | N
ASSEMBLYMAN MATTHEWS : Fifty percent of the level of
real property. | R .","v o _7““
MR, GR35NE;'”rhat's‘cbfréét;; As of the base year.:
ASSEMBLS.(l\v/lAI\if'1\1]2’~l’1‘’l‘HElf\r‘S.° You referred also to paragraph
9 and you asked that that be eliminated.' That's ‘the = |
paragraph that says,. "The director ‘shall make, promulgate and
enforce uniform rules and regulations for determining whethervﬂ
‘ various kinds of personal property are subgeet to assessment
and if so,'at what percentages of falr vaiue provided by law,
and for ascertaining the fair value ‘of such property "
| Now, that was aimed at covering the situation where:"a‘zf
lthere might be some problem as to whether property is personal
or. real, whether 1t is personal property, business personalty
or 1nventory, whether it is taxable at all as 1nventory or B
not taxable. These are general powers we are-giving to the
Director of the Division of Taxation to make regulations in

that area where a preblem might be created.



MR"GREENbét Well our p0831ble confusion in the
'thinking was because under the 1nventory concept 1t excluded
~raw products in process of manufacture as: compared to the:” -

‘flnished product, and we thought maybe this was the reason for

»the 1nclu51on of this. So we are not recommending the excluszon '

of those items of inventory.. But it the other is thereason’
fthen we certainly are 1n accord with that._. S 4
‘;_. o ASSEMBLYMAN MATTHEWS‘ There are two other items I would
like to touch upon. I think I am taking all of your time but

I am interested 1n your treatment of paragraph ll where you
vwould slice out altogether the penalties and Just prohibit a
ttaxpayer from taking an appeal from the: Assessor's decision..

MR GREENE" Well that was also discussed at length

Mr. Assemblyman. As a matter of fact, I was still of the opinion
‘that it should be the way we recommended it last year, that there j(”

h: be a penalty clause but not such as this, but rather an .

automatic increase in the assessment if the taxpayer fails to

- comply with the statutory requirements then he loses his

'wffright of appeal.'

ASSEMBLYMAN MATTHEWS, This way we: have a penalty forv.

i each day a return 1sn't filed and if it isn”t filed - I am a ST

| trying to remember it - well,-at any rate, we do set up a system
~of penalties and you are against the proposxtion of getting
~assessors in the area to inflict penalties on taxpayersol Is
Jthat right? - » ”y VA | - y: _ ﬁ:h | "
' MR GREENE°’ Penalties.such as these that are more or‘

,less of a police nature, we are. But we are generally in

".accord with a penalty prov151on. But'we_think,if you are going

A
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';torrecommend-that, thatfitbbeha percentage‘added“onfto an-

» existing assessment.w-d

| ASSEMBLYMAN MATTHEWSi Rather than the tax.'*'
MR. GREENB°7’~-'rather than something that 1nvolves a,.

.continuOus study.of these percentages and the p01101ng of
n“these and more or less following ‘-- the thing you are doing, itu

'would more or less fall into the duties of a collector. o

. ASSEMBLYMAN MATTHEWS" I think what we would do if we ““:'
followed your recommendations, I think we would be. putting -
a terrific amount of power in the hands of the 1ocal assessors\
that could be very easily abused.= | E, | |

' MR GREENE' That's why we also were in agreement with
that, that's why we recommended last year that a certain part

of that penalty clause be removed because it gave the assessor “

- too muchvoptional power.” We think this does too. But that's |

why the final concensus of opinion was that that part be’

. removed, that the taxpayer lose his right of appeal. Under the B

present statutory requirements if he does not file the,7”

_required statements as is presently in law, if the assessor e

has the right ‘to assess it at the level he presumes to exist -
now this answer assumes that = and I think there should be.

some revision even to this thinking because 1 am not getting

it across properly here - that it should be based on 'y

comparative studies, that he 'should at least have 2 baslsvof

establishing this, whether he's doing it on a square foot

‘comparative method or using national standards to arrive at »F

a basis of estimating values. e don't think he should o

discriminatelyp'%;'”
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MBLYMANtMATTHEWS°r But the taxpayer has no _'g'

t"ail;? Hefs shut out.

QREENE, That's right. Under the‘present Statute,.
the taxpayer is too shocked at the assessment he
ile in the first instance and if the assessment is.d

gh he still has the right of appeal before a county

now" R L I L .
MBLYMAN MATTHEWS“i I can see the background behind it
whether the cure is worse than the disease.r |
aREENE. Well I would certainly undertake that
. Assemblyman.' R R
WBLYMAN MATTHEWS°“The 1ast»one is, you~favor'ther
household personal property but you don't agree
cal optlon. Of course, you reallze the polltical
on the abolitlon of the household personal property
dropped out of the program last year because of |
t it was going to drag down assessment leglslation\:'a
both houses._vThe reason for this approach is. L
an optional ba51s.; And the reason behind the

proach 1s that we know, as well as you do, that

NV

<

State 1s qualified or capable to assess household
oerty.‘ So the'X dollars per room bit was aimed,

Justifying a procedure which you fellows have been

"'f0110W1ng for‘quite a. number of years.t

MR

iiprocedures of at least administerlng thisc

a per room basis or a percentage of building value°

:REENEb Yes. That's one of two acceptable
"I mean elther on

But
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the Committee was of the opihion ;fsuchras‘thé_previ§us'Tax
Policy CqmmissiOn,reports;-that tﬁisgis in_effect.andther form
of réal'property'i;x except‘Where a ténaht:is~concerned ahd
then heiindirectly-gets:it’anyhow. ‘But if it were followed
'thrdugh'on an option basis, where it does not enter into the |
abstract of ratables on a county léVelior aﬂy>shére»of the
county tax énd this tax is put in revenue such as licéﬁse taxes
in the respéctivé communities,ftheh'I don't see why you don't
give those respective cbmmunitieé-éli of.the powers of the
rules éhd‘tﬁé'énforcing of it énd'eVerthing else. it doesn't
’entér into anything beyond tﬁat’éommﬁnity; - | v
© ASSEMBLYMAN MATTHEWS: Well you recognize why it has
to be taken out of the’county? | | ” L
| MR. GREENEi Yés._ Oh;_yés,‘sir. Théfe is no question:
~ about that, Yes, we afe in ag?eement‘With'that. o ‘
':AséEMBLYMAN‘MATTHEws: Well, I think I have taken up
>enough 6f\y¢ur time ahdll appreciate“yéur answers to my
'questions. M | | |
R, GREENE: Thank you, Mf.:Matthews.
| 5CHAIRMAN DUMONT:_’Mr,foeeﬁe, letvme ask you_in the
abstract now - You ére'the'pebpié in the field who'ére very'v
much intérested in getting'laWS.that are wérkable from your
’yiewpoint.: Which of the various épproachésdo‘you prefef?
Municibal assessihg?  Cduntyw&det:ratios?, Statewide ratibs?
Or leaving the law the way it is?. | v |
 MR. GREENE: Now this is the Committee's view that
I am expressing,‘.We are-in agr¢ement,£hat.it~shou1d‘a£ least -
be on a coﬁﬁty level. The problemfas we'séeﬁit,_laét yéar under
Senate 81, beyond -- now this is with oﬁr ﬁhinking’df‘a base
. 59-A '



year fof vaiues.and’unifOFmity, and a base year for values
throughout the State, the respective county ratios we don't
believe would matter materially whether they differed from
county to county because the problems themselves vary from
Atlaﬁtic Countyvto Hudson County, Essex County,and many other
counties. There is no tax on a state level involved here.
The only reéson we think it should at least be on a county
level, we thought this had the better possibility of passage.

CHA@RMAN DUMONTs Now, suppose it didn't = aside
from the possibility of passage, do you feel that the
administration would be better on the state level or on
the county ievel? Which of the two administrative areas
would you pfefer, regardleés of the practical problem of
passage in fhe législature?

MR. GREENE: Well we are equally divided in our thinking
on that@‘ W¢ can't see where there would be any difference at
all, Senatora These are the views of the‘Committee(o

CHAiRMAN DUMONT: You recognize that you will have the
same kinds Qf!ShiftS, if you have any shifts at all, within
| municipalities, under a countywide ratié as under a statewide
ratio? i

MR, GREENE: I am not certain that 1 follow you.

CHAiRMAN DUMONT: Well, the point is this, whether you
have the ra#ios established by the'County Board of Freeholders
or by the Sﬁate Division of Taxation,you are going to have
shifts, if you have any at all you are going to have them from
use or'clasé of 'property to others under countywide ratios

the same as you would under statewide ratios.,
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MR. GREENE: I am not certain ==

| CHAIBMAN DUMONT: ~ Let's take a specific example.’iln
Hudson County the concern is a shift from railroads to perhaps
residential properties.: Now,‘whether the_County of Hudson
establishes ratios that are uniform in that county or whether the
State‘Division~odeaxation'establisnes‘ratios‘uniform'throughout
‘New”Jersey,'you'are still'QOinglto haveethat-same”snift;‘are you
not in Hudson’ County? | | | A |

" MR. GREENEl_ I there is at present an 1nequity between
clasSes‘of‘property, we are in agreement with you.' | :

' CHAIRMAN DUMONT: Right. Well, that's what we are trying-
to get rid of, the inequities. | o |

. MR. GREENE: Yes, sir. | |
CHAIRMAN DUMONT: So in getting rid of them if you are
going tovnave shifts, which ydu“probably are, you are still
going to ‘have them on a countywide ratio the same as on a
 statewide ratio. Right? o |
| " MR. GREENE: . Oh, yes, éir. Yes, sir.

' CHAIRMAN DUMDNT:' How do you feel about the question of
whether or not there would be competitlon, perhaps‘moreSo between ‘
counties on a countywide ratio than under a statewide ratio, in
the personal property field? | _ |

) IVIR° GREENE° If the basis of value would be established |
as we have discussed in our recommendations, we don't see where
the effect of any . competition would come in. If; let's say,
‘nothern'New'Jersey is at 50% and,let's-say, the.personal,property
is at 50%cof that rével'or'25%; it would bé those figures

times whatever the local rate would be as decided by the budgetso
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“And oompared to 1et's say, Atlantic County, if they pick a

ratio of 257iof the market value as of the base year for

~ values and they are u31ng the same 507 3or.down to 12%% on_g
o R s B

- personal property, I can t see where .{e N . |

. Lo o
CHAIRMAN -DUMONT: Well now,vsuppose you had 21 different,

eountyzratios on real property -and in turn you had 21 different’
ratios,on,personal property, and certainly that's possible under,
““the Countyw1de ratio system, do you mean then that you don't
"fSee Whéféﬂthgre is going to be any competition between counties?,
- MR JREENE,» No, s:r,,,{ E T ,' "
CHAIRMAN DUMONT‘ Are you talklng only about the o
”namendment yop are propos1ng or about the whole? » A
MR,.&REENE. Under our amendment.‘ Everythinq that I
':have,oommented on. or said here today - B | ) ‘
. e CHAIRMAN DUMONT' Suppose a bill were to pass as it is

-now, w:th the u u-l 1dea, so to speak, do you mean then there'l

' wouldn't be increased competition between counties for business-

MR. GREENE“ There could be that possibility.' Yes,'sir, f:'
;Without the amendment we are recommending, yes, 31r.;j7,':ip
CHAIRMAN DUMONT.v Now one more thing, you mention here

at the end'that you are going to present these recommendations
- to the‘Executive Committee and you mentioned something about
:uoonferrinngith us. again at a later date° When would that-be?_
: | MR; GREENE' Well, we would hope that you gentlemen
‘might apprise us of that.
| CHA_IRMAN DUMONT: Well, when are you 901ng to present

- these_tobyour Executive Committee?




MR GREENE°' At our next meeting;‘ and that could be e
called any time prior to the meeting which you gentlemen ~-”'
~if we know when yours is to be set up so that we have all of
this information available to present to you as well as to the
'.Executive Committee. | v _ | Vli' .
| CHAIRMAN DUIVIONT" Could : you submit, as Senator Fox
~v°suggests, these recommendations to your Executive Committee o
_before we have the next hearing, two weeks from today, and thenv,“
come ‘back in and tell us about it7 , o
: MR ’GREBNEn Yes, slr. _ - ‘ , 7 _
CHAIRMAN DUMONTz: Would you mind doing that, please?'m""
MR GREENE'l We would be glad to, Senator. |
| CHAIRMAN DUMONT.‘ Fine° Any other questions of Mr. Greene?.
Anybody in the audience? . : bv”: | | y . v‘”“ - “‘
. DONALD MORRISSEYc My name is Donald Morrissey, Assessor,
srCity of Trenton.;l | ' | S |
Mr. Greene, you advocate the standard of value from‘o
_true value to market value.‘ib fiih" | | |
MR, GREENE.‘ Yes, sir.‘» | | ,
| MR, M‘ORRISSEY° Would you define market value? f :
» ' MR.*GREENE°‘ Market value is the highest price estimated
1n terms of money which a property will bring if it goes on the a
market by a W1lling seller and willing buyer, both informed as"‘
to all the facts and the uses to which the property is adapted
and being fully aware of all the factsellylv- ‘ ‘ o
| MR, MORRISSBY° If a buyer who is fully informed of all
;;the facts buys a piece of property,'say for an example, for $6 OOO‘

vain the eastern section of Trenton and it is assessed for, we will
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say, $2,OOO;3the property is worth less money = obvlously‘it is.
worth $3,000“ but the buyer pays $6 000 or $7,000 because of

his inability to purchase property in the better

" his need and:‘
_Zareas, apply&ng a 0% ratio to the purchase price of $6 OOO,.

- would you increase the assessment on that piece of property? _
MR GREENE‘ Not on the basis'~ you are talking Where‘
~the purchaser is actlng under ‘duress., -This does not meet the |
| attribute'of a willing buyer and willing seller, nor that he 1s‘
aware of ‘all the facts as to what the market actually is, lf‘

. they do not meetfthese requ1rements, then I don't think it is

indicative oF thepfair market value of the property. o

o MR. MORRISSEY‘p He”s'fully informed, he's aware of
'the conditlon the property is in. He»has no other alternative.
He must pay the $6 000 or sleep down here in Stacy Park or over
in the Police Station. He would have_to pay a»hO%ratio,on.a s
$6,000 sale.| Yet I cah:take you to the other parts:of our
tcity and show you a property that is WOrthl$8,SOO»harket |
value andonrth every-nlckel of it,-with an.asseSsmenthof ratioif-
of h3%. lfwl“place LL3% on the'$o,OOO,property which obvlouSly‘p'
is only worth only $3,000»,W°u1dn't there be a»shlft,of the

~ cost of QOVernment*upon the purchaser of the $6 000 property?

MR..GREENE' You are talking now about an ind1v1dual
sale in a particular part of a taxing distrlct. One sale by
itself is only an lndication of value° It is not value itself;
it has to bela correlation of other studles to- say whether this
meets the attrlbutes of whether it is market value or not., One'
sale isn't qo1ng to do that _ ‘ |
o MR, IVIORRISSEY But Mr,_oreene, we have a general ‘

condition of that in the City, and I might'add that'that geheral
| 6ly.~A |




conditlon applies to every city in the State of New Jersey.

MR. GREENE: I would say that this could apply to almost
all of the older cities in the State of New Jersey. N

MR. MORRISSEY: Because"o'f"a shift of population.
Now we have people going out and paying big prices for property |
and obviously it isn't worth the price they are paying for it
but due to situations they are compelled to do it.

MR, GREENB. Well, there is only one thing I can say
‘with respect to what you are saying - out of a book or out of
~a manual or anything else, we cannot get market valueg the only
one: to establisﬁsthat is the pﬁrchasing public, they determine
value, all we can do is interpfet their actions. If they are
doing this in error, establishing that this is the value, that's
what it is if that is what they are paying and selling for,r;

MR. MORRISSEY: That would cause a shift of burden of
government upon the pdor pfoperties of our communityo

'MR. GREENE: I don't know where.that is but I Would
say many taxing districts = the City of Passaic probably meets
many of these problems you are talking about, but under our
present requirements the true value, which the courts‘have
interpreted to be market value == I think you are in that
same pdsition. All we are doing is substituting what the courts
have 1nterpreted for true value and calling it market value,‘ )

 CHAIRMAN DUMONT: ‘I don't want to break up your discussien

but I think that is a pfeblem we are éoing to‘have‘te nesolve
after we finish. We have to get on with a few more witnesses

yvet.



ASSEMBLYMAN MATTHEWS: I would like to ask Mr° Greene
one more question; ‘I stepped outside for the first time today
and I understand that you askeddthe question whether there
would be rivalry between counties under the county assessment
ratio = competition, rather, between counties under the county
assessment bﬁll as opposed to the statewide assessment bill
where you indicated that there would not be competition.

MR. GREENE: 1 said there might be or there could be.

MR. KINGSLEY° Al the basis of your statement as I
understood it was that there would not be competltlon under a
2=1=1 ratlo,xwhlch you advocate, - that is, personal property
including inyentories at SO%gin relation to real property, =
that there would not be_competition at a‘uniform, whether
statewide or%oountywide, and we have to recognize thatbthat
relatlonshlp between those classes of property would be
uniform throughout the state even thouqh the assessment ratio
itself might! vary between the counties, Now, as I understood
you, you sa1d that there would not be the possiblllty of
1nter~county competition if the relationship were 2-1-1 but
there would ﬁe a possibility of.intermcounty competttion if
the relationship were l-l-1. Now, that I don’t understand.

MR. GREENE° I won't take it up with the Committee, they
are all noddlng their heads, 'Offhand, Mr., Kingsley, I oan't
either, 1 was interpreting some of the nodding of headso
Regardless of what the varying levels might be, if they are
the same 1evels on a county basisvas‘they are on a state basis
they'll have;the sameeffecto

MR, KINGSLEY: That's right.
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MR, GREENEg 'The"only‘ change I can séé m‘-l,_*-be in’
respect to taxing, the tax rates themselves.’:f'r‘ bv, v_‘h ,
CHAIRMAN DUMONT. Let me get something straight. You‘
take 21 different county ratios to real property under the o
county system, so you have 21 different personal property
ratios., ' - “ | 1,_ | |
‘f MR*'GREEN:E'V Yes, sir. _ . L
| CHAIRMAN DUMONT" Forget that machinery, equipment and
inventories are going to be assessed at the same ratio as you
want them, but they are different ratios, - now that doesn't
'imply that all 21 counties are going to have the same rates of
| taxation, that"s going to be fixed by the municipalities.v
| - MR. GREENE’ Yes, sir.'j_ L - , .:

- CHAIRMAN DUMONT:::’ -s‘o', | asSum‘inQ' you have different tax
rates, if you have 21 different ratios in regard to personal |
;property9 how can you help but have a difference that industries.
are going to seek out when they come in to the State as a
'place to lecate? v | o -p ‘, , . r |

MR, GREENE's I thinkvunder either plan, Senator, unless
I am missing something here,'w I think anything so far as
: ratios, whether on a county or a state level, or’ whether they

are varying ratios, so Iong as they are the same proportion

"-eof ratio to real property, and 1 assume we are talking that, that

. the rest of it would ‘have to take care of itself in the tax o
rate. _So we are only getting part of the problem when we talk "
difference in ratios or varying assessments because that's

7on1y half of the tax problemo5- fi‘ii



CHAIRMAN DUMONTz_‘But the thing that any industry
coming in is;going to look at is the number of tax‘doliars
that they pay. Now where you have different rates of
taxation, which you are certainly going to have if you have
21 differentiratiosg - we can have them under one different
ratio, we unﬁerstahd that, but you are much more likely to‘
have them unﬁer 21 different ratios., Now certainly if there
is going to,ﬁe a difference in the tax dollars that industry
pays, it's gbing to look around before it settles. |

MR. bREENEz I don't quite understand, Senator, how

ASSEMBLYMAN VMATTHEWS: I think what Wayne is confused
on is, I thihkg the different tax rate that's going to be
applied. You are going to have that under S-1 too,

}MRo GREENE&_ That's right.

ASSEMBLYMAN MATTHEWS: So there is no difference between
A=198 and Swi from that standpoint, You are going to have a
varying tax rate no matter what legislation we pass.

MR, @REENE: As far as X number of dollars that are
paid.=- ;

ASS EMBLW&AN MATTHEWS 4 Right.

MR,‘éREENEz == in a cémmunity in X county or any
other locatiéng'whether it is on a county‘ratio or state'
ratio. l ‘ |

CHAI@MAN DUMONTz Well 1 am not going to labor the
point. I kn@w there are a lot of us who think that under a
countywide sYstem‘you are going to have far more competition

that you are5going to have under the statewide ratio, all
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other things being equal, transportation,'water supply,rland,'h .
and so. forth. And that was brought out thls morning, as a
matter of fact. | - ‘ o e » -
| ASSEMBLYMAN MATTHEWS ¢ You are going to have that
vproblem under any system because X township in Cape May o
County is going to raise less money, through its budget, thanv'
A township in Bergen County which is a more complex "
metropolitan area, Your variables are going to be the amount
- of money to be raised by taxation, your total assessed
-valuation of property, no matter what ratio you use, andv
that's going to result in ‘a tax rate which is a variable.
CHAIRMAN DUMONT: Well we have that todaye
ASSEMBLYMAN MATTHEWS ¢ And you will have it tomorrow
under S 1 and A=198. There will be no change at all° h |
 CHAIRMAN DUMONTe Elmer, iy know we are going to have
it, it's Just a matter of to how much you are going to have it,
that's all, under the different methods. S
'b All right, Any other questions of Mr.‘Greene7-
'*fThank you very much, Mr, Greene. We will ‘hear from"f
you again in two weeks when you have had a chance to present'
this to your Committee° ‘
' We will next hear from Mr. Richard Jo Hughes,
'_Legislative.Counsel, Associated Railroads of New Jersey,,f
_", RICHARD J. HUGHES: Mr. Chairman, Senator Fox and
Assemblyman Matthews: The basic'problem ;:o‘nfmtmg' the
B Legislature is to ‘devise a law which will distribute the tax77
burden equitably among the taxpayers of the State, This’
equality-of.treatment‘is ‘the basis’ of the Supreme Court's't
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"oplnlons 1n the Switz case, the Lacgawanna case and the more-recent Ridgefie 1

b_.P ;g.case. leerse equallty of treatment was the gulding prlnc1ple for the ‘

Lg-l for assess

- Leglslatlve Conference Group on Full Value Assessment Problems of the last

:-Leglslature.
‘z;lature des1gne
; counterpart of
- you today.
f Nlnth Report 0
R Bill would est

"an end strongl

That Gonference Group drafted several ‘bills for the last Legls-f

d to achleve equallty.' The key Blll was known as S-81..

—81 is S-l, Whlch 1s one of the BlllS belng con51dered by }

Thls Blll 1s a modlflcatlon of "Alternatlve l" as proposed 1n the'

f the Comm1ss1on on: State Tax Pollcy. If enacted 1nto law thls 3
abllsh a unlform statew1de assessment ratlo for all property,v
y urged by the Tax Pollcy Comm1551on. The proposed standard 1n

1ng real property (Sec. 16 of the Blll) is “full and falr value"

:f and. for tanglble personal property (Sec 12 of the Blll) is “falr Value“ |
‘idThe "taxable value“ for both except 1nventor1es, would be 50% of such values.
—4 would amend the Rallroad Tax Law to make the prov151ons of S-l expressly
rallroad real property. | | | '

.iifappllcable to

' Enactment of these two Bllls, Sul and 8—4, would achleve the express

2 purpose of the
~ irlng everybody
b_,taxatlon.? By

;»recommendatlor

'Supreme Court
'v.owners. The i
‘attalned;,is €
country; We s
et
procedures;can
Cedures ean‘be

administering

magorlty of last year’s Leglslatlve Conference Group by treat~
the same way in the assessment of property for the purposes of
enactlng these BlllS the Leglslature would recognlze the ba31c ;“‘
1S of the Tax Pollcy Commass1on, oomply with the mandates of the vp,
and achleve equal protectlon under the laws for all property

deal of equallty of treatment, although unfortunately not alwaJS»

) ba31c concept 1n our constltutlonal forms of government in th1s

trongly urge the. enactment of these two Bllls, S—l and Sm4y
elleve S-2 represent sound leglslatlve thlnklng. Legalistlc :
become 80 cumbersome<as to be completely unworkable.» When pro- -
come so cumbersome as to completely bog down the machlnery for nt

Justlce, then therelcan.be no-austlce.’ This.is exactly what hasb
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’-happened in our D1v1s10n of Tax Appeals;“Under today's rules the evidence re-f'
_fqulred to prove dlscrlmlnatlon 1s so masslve and the taklng of testlmony 131“i"
",so tedlous and protracted as to make 1t 1mposs1ble for the D1v1s1on to hear

‘yand decmde the present backlog of pendlng rallroad tax appeals w1th1n the next‘f"v
‘:20 years. Further under the DlVlSlonPsfinterpretation of the Courtsl declslons?‘;"

"‘1t is a practlcal 1mposs1b111ty to prove dlscrlmlnatlon today’518

-2 would pre-txh
"'vent any recurrence of today s condltlons by establlshlng a s1mple procedure ?ahtd
"%_for expedltlous dlspos1tlon of tax appeals. Under thls Blll the taxpayer would*ir'
,sbe requlred to prove only the true value of hlS property.w Once thls value lS
,,_{’establlshed the DlVlSlon of Tax APPeals would reduce the assessed value to thet°{
unwelghted average ratlo of assessed value to true value of real property 1n 3}r17
uvthe tax1ng dlstrlct, plus and mlnus 15% of such average, upon the bas1s of the 7
“:so-called "School Ald Equallzatlon Tables" (Chapter 86 of the Laws of 1954)
'_complled by the Department of the Treasury, unless the taxnng dlstrlct can

show that the common 1eve1 of assessments thereln dlffers from such average. f’

e The procedure would afford the taxpayer an expedltlous remedy, but at the same

*.Etlme would afford an ample opportunlty for the tax1ng dlstrlct to show elther
:ﬁthat the true value of the property was other than that clalmed hy the taxpayerfv ’
'f;or that the common 1evel of assessments 1n such dlstrlot was other than the -
'-faverage ratlo deternined from the School Ald Equallzatlon Tables., We belleve
2 the lSh for varlance 1s somewhat hlgh and would suggest a downward modlflcatlon'
to 5% Thls would permlt varlatlons of lOA from the norm and should leave adeuf’*.'
»lquate practlcal leeway.» Wlth th1s modlflcatlon we advocate enactment of thls Blll.
| All of the other BlllS now under consmdoratlon for changlng assessment
procedures would permlt continuatlon of the present ungust dlscrlmlnatlon agalnst
the railroads and thus would clrcumvent the prlnc1ple of equallty Whlch has |

gulded the Supreme Court 1n arr1V1ng at 1ts dec1s1ons on the subJect of assess-'i

ment practices.'h
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A-350 establlshes no obJectlve standards. :The standards of this,Bill

are vague and subjectlve and leave any taxpayer at the mercy of hlS local assessor,
who may decide that the property has "unlque characterlstlcs” and thus arrxve at
nany value whlch sults hlS fancy. It can properly be sald that equality of assess-‘
ments under th1S|Blll would rest wholly upon the con801ence of the assessor.» The

experience. of the rallroads leads us to belleve that the conscience of the as-

~sessor does not 1nvar1ably dlspense uniform Justlce. ThlS Blll is really nothlng
more than an attempt to legallze the dlscrlminatory practlces Whlch the Legis—
 lature is presently endeavorlng to ellmlnate. It 1s doubtless unconstltutlonal

Cand should not be enacted
A»l98 and S-9 arevldentlcal and are’de31gned to achleue equallzation vb

| upon a countyw1de bas1s._ Instead of facing up to the exlstlng problem on a
pstatew1de bas1s these BlllS smmply pass the buck to the countlest If such 5"
leglslatlon 1s canstltutlonal perhaps 1t's all right to let the countles deter—
‘mlne their own ratlos but we must not forget that the real problem is- equallzatlon‘
bof assessments - not s1mp1y determlnatlon of ratlos., And there is nothlng 1n
tthese‘Bills to compel equallzatlon of assessments.'_ld

7 Let‘s see. what mlght happen in Hudson County under these Bllls. ]::.
-1t should adopt a 50% assessment ratio the Dlrector of vais1on of Taxatlon/
.would be forced to reduce hls assessments on Class II rallroad property to the

- -same level.,iSueh actlon would substantlally decrease Hudson County's revenues

fron railroadbtaxatlon, so the logioal actlon for Hudson County would be to

~ adopt a lOC%-ratio. This would malntaln the status quo, for rallroad taxation,
but would thevinilv1dual assessments of all other taxpayers be ralsed to this

new level? -Wevthink not.v The Dlrector‘s sales ratlo studles show that the c

72A




iy

present 100% statutorj requlrement is not being met and there 1s no reason to _‘
l‘ belleve any change w1ll be made 1n present assessment practlces merely because;"
-vthe OOunty Board of Taxatlon adopts the standard now required by State 1aw.:;ffk“1f
'The only source of rellef agalnst contlnued excessive\and discrimlnatory taaa—df:
tlon of rallroads in Hudson County, based on these well-grounded assumptlons, ff'
S would be the long and expen51ve avenue of another §ﬂl§& case wlth all of the
:h;delays 1nherent thereln.- Passage of these two BlllS would mean a further Qde”

.'delay of perhaps lO years before taxpayers 1n Hudson County could hope to

' achleve any treatment even approx;matlng real equallty.:

o It may be sald that under these Bllls the Director has authorlty to =
'reassess‘any property whlch 1s undervalued but that same prov1slon 1s 1n the a
"f'exlstlng law and the Dlrector has repeatedly taken the 9031t10n that he 1s un~¥fc

"able to. make reassessments because of 1ack of funds.: If such reassessment by o
e;othe Dlrector were made mandatory and if the provisions of S-2 were 1ncorporated |
in the Bllls to expedlte 1nter1m rellef pending the completlon of such reassess-'
't:ment, substantlal Justlce mlght be achleved In thls connectlon, I would llke

“to refer to Senator Cowgill's Blll, S-29, which prov1des for equallzatlon on a
| :;countyw1de bas1s but_puts a too llmlt of 50% cf full and falr value upon the
"3ratlo whlch may be adopted by any county. Theoretlcally a celllng on ratlos
}*should make no. dlfference but, as a practical matter, such a @elllng would be Lt

:qulte sallent in obtalnlng some approximatlon of equallzatlon.: In a county e
”,where the average ratlo of assessments is now near 50% it. would take extra-_-v:

ordlnary polltical courage to reduce ex1st1ng assessment by an. addltlonal SQ% _—

' partlcularly when you reallze thls would have the effect of doubllng the tax rate.



All fhree of these Bills, A=198, S=9 and $S=29, in
deference to the views of the Assemblyman, which I respect véry
- much, seem t§ us to raise consiitutionél questions. They‘invite
further litiéation, ét least, ahd furtﬁer delay'ultimate |
completion of the task the Légisiature is now engaged in so
seriously. We believe that enactment of these Bills would not
achieve equa?ity of taxation and so we are opposed to them.

Sullé SCR-8 and SCR=10 all provide classification of
failroad pro#erty so as to permit assessment of other properties
upon a ratio%differing from the true and full value basis'which
would continﬁe applicable to railroad property under the Railroad
Tax Law. Th%se Bills might achieve equality for all other tax-
payers but tﬁey would certainly leave the railroads sitting ducks,
so to speak,%fon'continued'discriminatory taxation. I have not
tried here té emphaéize the inability of the railroads to
continue paying the taxes now imppsed upon them as I believe this
question is %o well known and has been so widely publicized,
patticularlinell known to'this Committee, that you must be fully
familiar witﬁ ite 1 héve also avoided emphasizing the tax
_ discriminatiéns against railroads as compared with competing
forms of traﬁsportation, although this is a subject which should
be given very serious study and consideration. The railroads are
not here see%ing4rélief from taxation; they are merely asserting
that as a maﬁter of equity and fair play the yardstick used to
measure theiﬁ obligation to support local government should be
no longef th%n the yardstick used to measure that same obligation:
of other property owners,

| Finafly, I would like to reiterate that the only Bills

now being considered by the Committee and by the Legislature which

in our view have any reasonable hope of bringing about the equality
| Thop



of treatment made mandatory byrthe decisions of the Supreme Court
are S-1 and S-l, as supplemented by S-2, the tax appeal bill.

CHAIRMAN DUMONT: Any questions of Mr. Hughes? |

ASSE lBLYMAN MATTHEWS. I am interested first Judge, in
your statement,:"lnstead of-facinq up to the existing problem
on a statew1de basis these bills 51mply pass the buck to the
counties.” How do these bills pass any "buck" to the counties
~where an exact ratio isn't set but a limitation is set w1thin
_which_the'county must set the ratio?j You have heard about the
L-l-1 formula, -— | | | |

MR. HUGHES: Yes.,

ASSEMBLYMAN MATTHEWS:f'-- the fact that it must be a multlple
of ten. How 1s that passing the buck to the counties?

MR. HUGHES.~ ln our view it calls upon each county tax‘
board within the llmitations that you mention to flx the ratio
in that county. Now, assuming that.this would «av01d alternative
ratios in the various communitles or municipalitles in the
county, it would nevertheless break’ down what we believe to be.--
as some of the earlier speakers here today stated 45 the uniformity
ofyhaving a statewide ratio of assessnent of property,_with \
any variance to be determined amongathe variousimunicipalities, etc;
to depend upon the tax rate rather than upon a ratio of
' assessment of property. In other words, as was po1nted out here
by the most recent speaker, and I think by you, Assemblyman_
Matthews,. the amount’ needed budgetw1se for a mun1c1pa11ty in
Cape May County would bevfar different-from the amount needed -
budgetwise_by a municipality,,perhaps pf the same‘siee but with
much more urban police, schodl_andlotheriresponsibilities in

Bergen County.



Unlformity on‘a statew1de ba51s of the assessment ratio‘
as to real property would not 1n any way hamper the differentiation
 or the rlvalry, if you want to call it that, among-those
muﬁibipalities -'the selectioh'of‘a new_induétry and so forth
and so -on of‘the municipality with the lower tax rate. That's
where the variable would Come in, rather than 21 dlfferent |
ratios of assessment. _
ASSEMBLYMANvMATTHEWS:'ngll that variable would cdme in under
Sfl . » | |
MR.fHUGHES§ Yes, of course, it would, but it would come
~in under ﬁhe‘form of a ték'réfén_ In other words, we think it
would avoid -
ASSEMBLYN%N MATTHEWS 3 ait a minute, Dick. .You say that
it would come in under the what7.
CHAIRMAN DUMONT: The tax rate;
ASSEMBLYMAN MATTHEWS : Well'thét's the way it would come
in under‘ﬁhis too, isn't 1t? o |
NR HUGH S: Well, yes, except for this -=- no, there would
be two varlaoles, as we see it, under 108 One varlable would
be a tax rate and: one variable would be a ratio of tax assessment.
ASShMBLYMAN MATTthS: But the variable would fast become
a constanﬂ. | :
MR; HUGHES: The ratio, you mean would =-
| ASSEMBLYMAN MATTHEWS: The ratio would become a constant
‘set by the County Board of Taxation.
MR, HUthS Yes, 1t would become a constant there but it

would not be constant throughout the State. The only advantage
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that we can see, SO fér as thé S-1 formula, the statewide
formula,.is concérned, is on the bésis of.uniformity of
assessment treatmentsras among all propertiés in the State
on a stétéwidevbasis,'

Now the practical difficulty_that I mentiohed, Assemblyman,
on the qﬁestion of Hudson County - o /

ASSEMBLYMAN MATTHEWS: I would like td'go into that but
1 still don'd understand hQW‘you say A-198 is passing the
‘buck td the county when'ybu have the same number of constants
and the one variable in both situations. You are talking about
’intefécounty fating'ahd inter-muhicipality rating, but you. |
are going to'havé variant tak rates under S-1; Jou*re going
to_have variant tax rates'under’198; you are going to have
_two constants under S-1 and 198. The only differéﬁce is,
uhtil a county adopts a ratio aécording to the forhﬁla'ﬁei out .
in our bill, that consfant will not be an actual Constant."

MR. HUGHES: Well, it is,qur view that regulation of that
assessment ratio in the ;ndividugl counties is a’departure'
from the uniformity that ought to be kept in the law. Now, it
may quite well be that it will becbme a constant and.not a
variable, that it will haveipermanehcy, that there will be
no difficulties in its‘actual meChanicél working out, but
- we think it is ndt necessary and:it:is for fhat,reason that
we prefer Sfi and the corollary bill.Séu.

_ ASSEMBLYMAN MATTHBWS: ISn‘t it a fact, really, thaf

your main concern about A-198 is that what you say will ‘happen
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HUGHES:

MBLYMAN MATTHEWS. What would you think of A-198 with
level bill, much 1ike S 2, adapted to coincide with -
HUGHES" Yes,‘if it could be protected by the expeditious
defined by S- 2 which would afford real tax o
ation relief.;vl‘ . - L |

MBLYMAN MATTths-‘ Well, fsn! t that your real' |

of S 2? ; .y : ‘,y S b _
HUGHES Not of S 2,'of 198

MBLYMAN MATTHEWS - of A 198 the fact that it doesn't
thing like S-2- along with it? e -
;t!s_our prime criticism of it, yes.'
MBLYMAN:MATTHEWS° Because of the fact that in this
untyqsituationhif they do assess at 1007 your only ”
uld be through a time~consuminq Switz caseo » |
HUGHES.» Yes, and it could happen in 20 other instances,
only pick out Hudson County as an example.;_t

See, there has been much talk about
that A—198 will encourage county ralding, rivalry
unicipalities,‘but I don't think that anybody has

ly. substantiated that beyond stating the fact that

f?S«Ai-‘

1 be variant tax rates and there will be variant tax rates f‘
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junder'A~i98,.under S#i,'under A—350,'under,Whateverhwephave,
under nothing, under Ridgefield Park and Switz.\'* g h
MR HUGHLS" I agree.; And we make no point of that fact

that the additional variable would encourage rivalry amonq the

- .counties - if rivalry is a bad thing.,-..l*

- ASSbMBLYMAN MATTHEWS. I don't know whether you want to
'talk about the constitutionality of 198 -- I
MR HUGHES: No.
ASSEMBLYMAN MATTHEWS.»,~- but I was happy to hear you say
that you respected my opinion and 1 want you to know that I
‘respect yours, and 1 am wondering whether you have any concrete
4reasons why you. think A-198 is unconstitutional, in violation o
of the_Real Property Articlevof the Constitution. o |
o MR ’HUGHES:' The reasons why are because it seems. to -
me, despite the language that you quoted - and I certainly

have every respect for its author, the author of that language, -

to be a departure from the uniformity of" treatment which is
required by the Constitution.: But aside from whether the y.p
.legislation is constitutional or not, I think it is :, y |
:,peculiarly sensitive to attack by litigation, and it will ‘be -
tied up promptly, I would imagine, by litigation.r I am just
',ytalking in the abstract, of course, not that 1t will be ,;_
"chailanged by anyone represented by me particularly but because
I feel that it ‘would certainly induce litigationr

ASSEMBLYMAN MATTHEWS.' Well I think that the Standard of -
v*value is the only thinq that we really have to concern ourselves
'with., The Constitution says nothing at a11 about ratios.' .
| waCHAIRMAN;DUMDNT.J»it_taIRs about uniform‘ruiesy
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ASSEMBLYMAN MATTHEWS.(

And so'far as litigation is

"concerned, I strongly suspect that anything that the Senate

'lcomes uplwith, that the Assembly comes. up with, that any

fjoint committee comes up with, that any individual comes'

~.up with,
b,agree wit

o MR.,.»f"
nthat tran

| probably

litigation because you are
g around pretty quickly, and
ASS%MBLYMAN MATTHEWS‘

is going

to be tested in the court. Don't you

h that? ;f

HUGHES.

sfer of

Yes., But I think there 1s more likelihood

the uniformity concept to the counties would

be more conducive to litigation, and bitter sustained

going to have 21 counties moving
so forth, under this bill. »However'é-

The point that ires me - and 1 usef

’that notfin the personal sense - 1s that so much has been

said- about the unconstitutionality of A-198 and yet. nobody,

Y_nobody,,has given me any concrete reason why it is'

unCOnstit
'uniformit
W»caﬁ;reiy
i 1 might
MR,

‘Assemblym

HUGHLS._

utional beyond general statements in the area that

v doesn't encompass county ratios..

on is the decision in Switz

The only thing I
which dealt this mess -

t use that phrase.4“

Wel 1 9

let me. amend my statement then,

in deference to your feeling about the constitu-

,tionalitw, to sugqest that this kind of a Dbill is susceptibleib

- to litiga

. |
challenge in the courts.

legislati

tion, it

certainly will precipitqte a very promptv
And you may be right that any other

on might._

80 A |



h:v SENATOR FOX.r I have Just one question for my own »
sfinformation._ May 1 infer your view to be, with respect to 7

}a'the constant‘mentioned by Assemblyman Matthews in 198 that 7;, !
.:you feel that is not a true constant as contrasted with what
fyou would have under S l? : S 'yv L - : i |

MR. HUGHES" Yes, in so far as I understand what we. mean
”by the term.' As I take it, under 198 we would have varying
‘ratios of assessment of property among the 21 counties within
lthe limitations contained in the bill., We would also have _'
hyvarying tax rates in all of the municipalities in all of those
:counties.r So there would be plenty of variables.f If we have»vlh
i a statewide uniform ratio of assessment, as under‘S 1, then '.’7
'each municipality's variable will depend upon vits‘ | ~
'_particular'tax rate.i We thinKI}hat with the security of a |

*habill-}such as S 2, we would not/as seriously opposed to 198

‘gfas we are now.i g" S '  R s | |

; SENATOR FOX. So that if S 2 could be incorporated within

.h’the framework of A-198 your view would be what? v"“ |

MR. HUGHES' Our view would certainly be moderated Senator7

'h Fox.- We still would prefer a. statewide uniform ratio formula.

N ASSEMBLYMAN MATTHEWS" 1'11 ask Jim Arnold's question of

;‘this morning - would you prefer existing law? If'S‘l could;not

,Ipass would you prefer nothing? ' Lo _ -

MR. HUGHES: Well, if S 2 could get by, I think the

(question would be on an altogether different —

SENATOR FOX. Yes, but Assemblyman Matthews"questionj}

was 1f §-1 - A



MR IHUGHDS.; Yess - | ‘ | |

ASSEMBLYMAN MATTHBWS. If S 1 cannot pass, and in all
due candor I think on the basis of last year's attempt to
pass S-i\— and nobody knows better than I, I think, on that -
I think the chances of passing S-l right now are pretty slim ,
| what do you think of 198 in that posture? Would you rather

have 198 or existing law? L
» " MR.iHUGHbS" Not by way of asking a question back but
‘“if it is seriously suggested that 198 should be guarded by
'a_bili of the nature of S 2, as a component, I would like to
'hayexan»opportunity to make a further very brief, two-minuten .
‘Statehent to,the,Committee at its hearing on March 2 on that
subject, S R
>‘CHAIRMAN DUMONT. WelL,Judge, on that point, we. have
ibeen:hoping for some. time that 5= 2 or a modification of it,'
atvieast, could pass, and iikewise §-3 which deals with the
‘rrixing~of a standard rate instead of a sliding scaie on the

;question of public utiiities gross receipt tax. Let-me go

"one‘step further.‘ Suppose that neither A-198 nor S~ 1 passed,;‘_

}'hwould you then prefer the present law: along with §- 27 ‘In: .

;other wonds, whatis laid down in the Constitution implementing
- leqislation in New Jersey today aiong with the common level

bill., _ R R f |

‘ uMﬁ( HUGHES : Yes.f'Yes;nsir,>we would. fwé wouid prefer

,enisting law with S=2, i' LT ' “
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' CHAIRMAN DUMONT' »Withou_ either S-l or A-198

| MR._HUGHESJ B &’fnranother way, if the railroads,-d |

were able to get their rights‘andfto accomplish fair

treatment under the existing tax laws, we would be satisfied, fxf'

- well satisfied.v~

CHAIRMAN DUIVIONT.R- A11 righ_.,_.jjf

"on passing the buck to the counties is clear to me. in this

. respect at least 1 think wha_yyou are driving at is thatilast ff~

‘ year, for example, we passedtf bill that permitted the raising ;hvi
5vof Freeholders' salaries with' 'ertain ranges but it had to fjfl
Board 6f Fri “H”‘T‘ISn't that about what youbi'

h;fi;invthis situation, you allow 5

jNow,)I think your statement :*_.

-3g »certain ranges to the countiesfbut they have to pick the exact ,;"

”ia; ratio instead of having our'doingiit for them.'fffl

MR HUGHES';' That's right. | : .
ASSEMBLYMAN MATTHEWS.. May T just break in, I think they

fﬁThat was S 81._”

o ’have been calling for that. , v :
| CHAIRMAN DU]VIONT° " Not ai'"of them.~ No, not all of them.»

Now while you are here, Judge; I would like to ask you

’ *17a questlon about just one other phase of this which I think is f

i‘.part of the tax problem at least,'- is it realistic to say

:that the basic trouble today that the railroads are facing in R
New Jersey, their basic problem in so far as- continuing the..f
passenger trains whether for oommuter runs or for longer hauls;“

- Is basically a tax problem in the State. Is that correct?
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. . /.
”'g;CHAIRMAN DUMONT.; No, I didn't say entirely.
| .

MR._HUGHES. That $18 million tax bill is a very

: ?gﬁiMR.“HUGHES.J I think it is not entirely a tax problem -

lsubstantial part of it._n“ff.*j"f; b‘,, i e

"L ,sENA@OR rox. That's one facet of it, 1sftha£ what you

fmean?{;Vii‘ R | i, v - :. e iv , |

’theMR;qHUGHES.~ A very substantial part of it. | » A
fiféhAIRMAN DUMONT': Now, it has been suggested here by

.different members_- the question of the State contracting for

\,

‘ ;services from the railroads.~ Let me ask you this._ Suppose

‘Mthat were done and you wouid provide services in return for ;-
it the State paying for those under a contract, would that ‘in -

"Vany way relieve the tax problem that you face with the

' onrailroads or does it simply mean that you are getting money

ff in return for services rendered without any effort being
v"made to attack the tax problem that you face? N o
” MR. HUGHES. Yes, 1 agree thah that's so. We wouldn t

a..reject any kind of help we could get from any source or through

fihfany medium or expedient, but the railroads certainly would

.;have to pursue, it seems to me,,unless the help was conditional

i

,and it was very substantial it would have to keep on trying t0v»:

. l .
_-get theirtremedy on the tax basis.

' CHAIRMAN DUMONT.v So what: you really need in New Jersey

e

is tax relief even if it involved subsidization, is that correct?
MR, HUGHES" That's right, co

CHAIRMAN DUMDNT. Regardless:of_contracts'for”seryiges o

réndered.’ o | o ; |

..aqu;'j_
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MR. HUGHESe In my judgment.;_hjt R
CHAIRMAN DUMONT’u Now your question here in reqard to .
the‘constitutionality of this bill, I think this has been pretty‘
'well covered but I just want to go at it again with one question,
here, is that under the constitutionai provision the rules :
must be uniform in the assessment of real property., You are . ‘
vintending by yourlinterpretation, as ‘1 understand it, that that f
uniformity means statewide uniformity and since it doesn't |
say anything about breaking it down in uniform rules by
counties this could be questioned constitutionally. g@i N
‘_ MR.‘HUGHES.‘ That's our general thought.a We don't take
a firm‘position. In other words,‘l wouldn't be prepared to now |
:fbrief it or to argue it legally to the Committee but we certainly _:
bfeel there is a serious question there.f;v ; _f’ __" . |
‘, SENATOR FOX'- Judge, do 1 understandvyou correctly in .
:answer to Senator Dumont's question, if T get his thought '
.correctly, that irrespective of any formula that might come
up - I mean with respect to contracts for services rendered or.
help of that nature provided by the railroads'- that tax relief
.‘is an absolute necessity under any circumstance whatsoever? |
) MR HUGHES° Senator, 1 would like'b defer an answer to :_Z
-that question._ If the sense of it is, and l think it is, that
'psome relief is an absolute necessity to ‘the survival of the
railroads, my answer is yes. But whether'it comes inzthe form‘
| of tax concessions, which would be a form of subsidization and
'which might present complications to the tax picture, the legal

tax picture of the State, or whether it comes in the form of -



contracts

-to'give‘a
| 1SENA
reltef.

',yearls{Se

tofa7common ievel."

contract.

}wmvreiieffor get some tax relief, is

for‘services, I would certainly like to have time
more deliberate answer to the Committee. -

TOR Fox.. Al right.-gﬂ ‘,,_ . o
RMAN DUMONT._ I didn't mean to imply complete tax

I am talking in terms of what Senate u or what last

Now,vis ithtrue that even if you had a .

ﬁor servi‘es; if you don'ﬁjfet that kind of tax

’=true that you are

'ernottgoing to be able to maintain passenger service at all?

'~at this t

HUGHBS.;ﬂfﬁJ

nate 123 might accomplish in reducing your tax burden

,an't make a statement on that, Senator,f f«~

ime.; I have no authority to do it and I don't really

'fknow enough about it to feel that 1 ought to make a statement ffl”

CHAI
v'gn_ MR;{
'hfeﬁﬁefiﬁni
‘*fvery brie
';;patience
“':fCHAI
.s'vMR{‘

leHAI

RMAN DUMONT.i But you do need some tax relief.
iUGHES. Yes, sir. And I wouid like to have the
ty:yffmaking such a statement, if I might, and

,RMAN DUMONT. Two weeks from now? -

:HUGHLS.‘—- two weeks hence.

FMAN DUMONT. We'll see you then;”Lf,“

iMR FUGHES‘ Thank you very much.~

¢CHA1
Than

ﬁMAN DUMONT.l Any other questions or"Judge*HaghéS?

h you very much for coming today, folks, and We will

| those of you who are interested in coming back or testifying

weeks from today., That's all.; The hearinq is adjourned

(Hearinq adjourned)

fly, not to sponge on the Committee's time;andh,»-fh'7

see

“two



Nr. John J Magovern Jr., on behalf of the N J.vState Chamber'
of Commerce, requested that the following portions of his:i‘
statement which he did not:’ read, charts and exhibits be hg‘v

incorporated in the transcript of this hearing'"'

Sonate Bill No, 1, Senate Bill No. 9, and
' Asaembly B:L‘Ll No. 198

Sumary' of S-l

. S-l, identioal w:i.th the third official copy reprint of S- 81 of 1959,
would legislate new assessment ratios for the taxation of real proporty, business
| personal‘by, and non-businesa porsonalty. ER o v

Real Progerty

: L 8-l would retain the present provision that the assessor detomine t.he
rull and fair value of each parcel of real property situated in his taxing dis-
trict at the price at which he judges it would sell for at a fair bona fide sale
by private contract on October 1, but would require that, for purposes of assess-
ment, the assessor compute and determine 50 porcent of such value which would then
be the tamblo valuo of the real property. . . R o

: Business Porsonalty .

' The bill provides that the ta:mbla value of tanglble personal pmporty :
used in business would be dotormined at. the following peroentagos of fa:l.r valuo~

50 percent 0N all maohinery, tools , m:plements and equip—-
. ment, and all other personal property other than 1nventories. :
n_and ‘farm 1ivostock. e -

" 12-1/2 percont - on inventories of raw materials R work in
process , semi-finished goods, finished goods, and mpplios
and farm 1iveatock, orops and produce. o

- Fair value of tangiblo porsonal propsrty used in business would be pre—- :
sumed to-be net book value but so long as any depreciable property remained in use
its fair value would be deemed to be not less than 20 percent of its cost, Taxable
value of inventories would be determined aocording to the average fair value of
such property in the possession of.‘ ’ohe ta:q:ayer during the year. ‘

’ The bi]l providos that the Direct.or of the Divis:l.on of Taxation ma,y pro~
rmxlgato miles and . regulations for the determination of cost, doprociation and net
book value of business personal property, and may permit or require such adjust-
ment in book value as he may find ‘necessary to provide for "fair and equal assess-
“ment for all taxpayers similarly situated," Also the Director would be required
~ to make and enforce uniform rules and regulations for the definition of peraonal

‘_ property for use :Ln aacortaining wbothor proporty is real or parsonnl.. ' :



. The bil‘l. ‘would require each owner of personal property used in business
" to. prepare and file with the assessor by October 1 a return of such personal prop~
-erty for each taad.ng district listing the property according to its value as of v
the preceding June 30, The assessor would be required to neview, audit, and deter- :
~ mine the ta:sabl:l.e valuations of personal property. _ _ : :

_ The bill would assess a penalty oi‘ $2,00 for each day of delinquency in
filing, and failure to file before January 1 would subject the taxpayer to a

- penalty equal to 25 percent of the tax determined to be due plus interest at the

r&te of 1 perc‘ent per month from the due dete until the date the tax is paid.

Personalty Not Ueed in Business

R The Pi]l provides that the ta:mble value o:r;' tangible taxable personal
property not used in buginess, such as household goods s would be determined at

50 percent of Iair value. s

A-198

"Smmaryofs-9 o o R ‘ ‘
| The mejor provisions of these identical bills are. as follows- .

, . 1. : Eaeh County Board of Taxation would establish the percentage of" tme"‘ .
value for the- |asseesxm'.n'xt of real property within the county from 10 percent to .
| .100 percent, using only multiples of ten percent,

2. The County Board of Taxation could establish a new percentage in any )
: ‘year and’ unt:l it establn.shes its in:.tial percentage the assessment level would be
E 50 percent of true value, _ N S . R

_ : 3. '.ll'angible personal property used in busn.ness would be . assessed at a
percenta.ge of book value; on business machinery, implements and equipment the per-

centage would be the same as the county percentage for real property; on taxable

inventories the percentage would be l/h of the percentage established for real

: fproperty- ol |

: h. [nventories oi‘ raw materiels ). supplies » work in process and small
: _tools would be exempt from tax. o L : :

: 5 . La.ch Gounty Board of Taxation would set its own assessment ratio for
farm machinery, ;f.'arm livestock, crops and produce. ‘ s

6 Owners of persona1 property used in bus:.ness Would be required to
f:.le a sepa.rate return with the ‘assessor in each taxing district; and would be
- subject to the same penalties as’ under S-—l for faa.lure to file and for f:lling

- fraudulent retprns. . : o _ o . v v

L Te ‘I‘he governing body of each nmnicipality would decide by ordinance
whether to e:oempt household goods from the property tax; if subject to tax, house~

hold goods would be assessed at the same ratio as real property within the county .

in which the municipality is 1ooated. Coe ‘ o _

e -8, If any assessor finds it impraetieable in the first year to show his
 assessments at the county peroentage levels he may state the ratios actually used
by him and i‘:Lle his assessments on that basis, To do this in subsequent years he
‘mst receive approval of the Director of the Division of Taxation. - .

S The other provisions of S-9 and A-198 are. similar to S-1 of this year N
. and/or A-671 of last year, B , _

Since S-9 and A—198 are identical this statement will refer to only
A-198 in comments on these bills,
' aa Al



: 5.Senate Bill No. 3 and ASsembxy-Bill No. 125

Summary of 8-3 and A-125

S-3 and u—125, 1dent1cal blllS, would freeze at 7-1/2 percent the gross
receipts tax levied on street railway, gas and’ electric, and sewerage corporations -
using or occupying publlc streets, highways, roads or .other publlc places in - ‘
New Jersey. ‘ . ‘

Under present law the rate of thls tax is the average rdte of property

‘taxation in the State, but not less than 5 percent and not more than 7-1/2 percent.tﬂ
At the present time the maximum 7-1/2 percent rate is applicablo. S :

-Position of the State Chamber

We take no position'with respeet to these bills.

 Senate Bill No, b

Summary of S-L

3

‘ S-li would amend the Rallroad Tax Law of l9h8 to prov1de that the Dlrector
of the Division of Taxation shall annually determine the fair value of all properﬁy
used for railroad purposes in the State and shall "compute and determine 50% of such
value which shall be the taxable value of such property" T » Qo

Position of the State chamber

On: February 11, 1959, the Stato Chamber of Commerce spokesmqn, at a hearing
on assessment bills held: by the Legislative Conference Group on Full Value Assessment
Problems, remarked on the failure on the part of the bills then before the Conference
Group "to indicate the necessary amendments to the Railroad Tax Law of 19h8 to brlng
it into conformity with the proposed nmcndments to the other statutes governlng the
taxation of property".

Prior to this, on June 30, 1958 on the occasion of my appearance before
this Committee to present the State Ghember's position with respect to the assess-
ment bills then before you, I stated that "The Chamber recommends that Class II
railroad real property be taxed on the same ba31s as that of real property generally"

“Therefore, we agrce in prlnclple with th Whethcr the prescnt form of
this bill is the final form it should take will depend on the final form of the
legislation adopted with respect to the assessment and taxatlon of property
generally. ‘

Senate Bill No, 11 .

Summary of S-ll

S-11 would create the offlce of county superv1sor for the equa 1lzat10n of
taxes, The supervisor's duty ‘would be to secure equallzatlon of “the assossmcnts for
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the tgxition of
in taxation thr
district. The.

I . .
|
iproperty in each district of the county 50 as to achieve uniformity

respect to tax. revenue of the.county for. county purposes but the equalization table

employed would not be applicable for. muniCipal ‘purposes.

Nor would the county

equalization tables have application to any county other than the one wherein the.

county equqlization table is. prepared, S
‘be applicable only to- State tax revenue or the apportionment or distribution of. Statev;

‘ } aldo

‘railroads or fo

The ' State equalization table likewisc would

Lo

3v The provisions of the bill would have no application to the taxntion of

r the appcrtionment of gross receipts or franchise texes&

State Chamber ;]t*_*fn

P051tion of the

o o S-ll
“the undformity -
personal. proper

’ Since
. taxation of rai
to the taxation

makes 10 distinction betWLen personal and real property. 'Apparently
of - assessment called for in the blll would apply to both real and
becticn 3 of tho blll 1ndicatcs that it has no application to the
lroads, it would appear that the rule of uniformity would not apply
of railroads. Thus, the supervisor would not have the duty of

securing uniformity of railroad taxation w1th that of other property. C

. Appar
~the county boar
~ of municipaliti
" practices in ea
irrespective of
: effected. T

; _ Altho
ment ratios for
a strong 1mplic

ently ‘the authority of the county superv1sor would superscde that of

ese The supervisor in ‘each county would supervise the assessment
ch municipality and require uniformity within the municipality
the perccntagc of full value at which the assesmonts were being '

ugh S-ll does not explicitfy 1egislate the use of different qssess- .
the several taxing districts in the counties of the Stato, therc is
ation that uuch practice may be assumed._,.v : 1,

The bill is extromely vague and goneral with rcspect to thc specific

powers and duti
which these. pow
‘ Director.{ .

Becau

es of the supervisor and with respect to the extent and manner in
er's and dutics would superscde thosc of the county boards and the

se it would require the county supervisor to equalize assossmcnts

‘for the taxation of both real and personal property; because it fails to treat
Class II railrohd property uniformly with other real property; because it would
permit of non-uniformity of assessments from district to district; and because of

. the general and
- indicated - the

L'Summqny of S 29_f .

vague manner in which the powers and duties of the supervisor are
New Jersey State Chambcr of Commerce is opposed to S=-11,

-El{fsenateﬁBill Nc,*29}°

S-29 would require thet property bc asSessed at a uniform asscsmcnt ratio

for cach county

which: ratio would be fixed by the board of frecholders of the county

on recommendati
full and fair v

~ take into accou

on of the ‘county board of toxation and would range from 10% to 50% of
alue .
nt the prior experience of the county and its municipalitics, the

fiscal roquireuents of ‘the county, and the recommcndation of the county board of

":taxation. ; .l

oughout the ‘taxing district but without reference to any other taxing '
county supervisor would provide equalization throughout the county in -

ds and the Director of Taxation to supervise the assessment practices e

“In selecting the county ratio, the board of freeholders would - B

Y



"Pos1t10n of tho State Chemher

S 29, makes no dmstlnctlon between real property and personal property.-
Therefore, under this bill the same assessment ratio would apply to real property.
and personal property, an economically intolerable situations All the things said
in this statement regarding the shortcomings of S-1 and 4~198 with respect to the
assessment of bus1ness personalty apply here but to an even greater degree. S

: For this reason We are opposed to S- 29.

"Senate‘Concnrrent Resolution Nos -1 ,.

' Summary of SPR-l

_ . . SCR-1 proposes a constitutlonal amendment to increase the vetorans‘ .
exemption from taxation on real and personal property from an aggregate assessed
valuatlon of $SOO to an aggregate assesscd valuatlon of %800.; ‘ L

Positlon of the State Chamber

CIf the offectlve tran51tlon perlod is prov1dcd for in any ‘major assessment

leglslatlon, which we believe should be prov1ded for (see discussion:of S-l and
A-198 in this statement), there would be no need for an adjustment in the veterans'

-exemption at this time. The particular type. of transition we rccommend in connec~
tion with our position with reference to: n-198 will make available in the first year
~all the data needed for a final determination’ of how best to handle the veterans!
exemption item. Meanwhile, the changed impact- of the property tax, because of
legislated changes in assessment ratlos, w111 be mlnlmlzed by the tran31tIon
provisions, : e

. We 301n, theroforo, in the recommendntlon of the Tax Poliqy Comm1531on

Mhat any appllcatlon of a parity value of vetorans' exemptions be deferred and that
adjustments requiring a constitutional. amendmont await some eyperlcnce w1th the maqy~
variables of a new form of property tax administration", \ » -

- Senate Cononrrent’Resolution'No;hh D
- Senate Concurrcnt Resolution No. 12, and.
Senate Concurrent Resolution No. 13

Summary of SCR~h, SCR-12 and SCR-13

: These resolutlons propose an ﬂmendatory riew paragraph to Artiole VIII,
Section I, of the State Constitution which would grant, or enable the Legislature
to grant, a tax exemption of $800, or of up to $800, in the assessed valuation of

real property of any citizen and resident of New Jerooy aged 65 or-over residing
in a dwelling house owned by him whlch is a constltuont part of such real property.

SCR-L would ‘enable the Loglslature to grant an exemptlon of up to $800 and
to establish a low income level (but not below $3,000 per year) as a condition for:
granting the exemption, Under SCR-4 the excmption would bo in addltlon to any other
exemption to Wthh the r901p1ont may be entltlcd. ; .

SGR-12 would enable the Loglslature to grant an exomptlon of up to &800
but would restrict the exemptlon to homeowners having an income not in excess of -
$5,000 per year. Under SCR-12 the exemption would_not be in addition to any other

exemptlon +to which the reciplcnt may be entltlcd.
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'1SGR-13 would grant an exemption of $800 subject to such rules and regu1a~ﬂ-

tions as may from time to time be prescribed by law. The amount of the exemption

- would be offset by any veterans' exemption to which ‘the re01pient may be entitledoﬁup o
',“Position of the State Chamber

we are opposed to these resolutaons for the following reasons.¢g?[f,*i'°

1.,;fhey would constitute an’ increase in our already high property tax

: 'for all property owners not benefiting by “the exemption.i"'~

. financing of essential municipal, school, and county expenditures. 1; .

. 3.For the reasons already stated, proporty tax exemptions should not be
'.‘used in an attempt to cope with social and welfare problems such as those associated

‘are prOpcrty tax exemptions at all appropriate for this purpose.:

A1l the needy over 65 are not home owners. Therefore, homestead exemptions are not

fﬂ?a good dev1ce ior providing a551stance to the needy aged.é 53~- B

o h."A homestead exemption for home owners over 65 would discriminate :
}‘against those over 65 who live in rented homes and: apartments because, in addition

-t"to not getting

the benefit of a homestead exemption, these elderly ‘tenants would

" probably have their rents increased by their landlords who would be prying the {'.4'
higher tax rates brought about by the exemption.,;5¢>-~-v e ‘ . ,“

5. .Part of the property tax'burden lifted from the shoulders of home t”'

ﬁ?owners over 65

would rest on the shoulders of young: home owners who at the start of

their work careers may not have good incomes, but Who do- have heavy claims on those
- incomes because of the presence of children and the establishing of new homes, very
‘*;often;withrlarge mortgages. BRI : . :

' Senate Concurrent Hosolution No. 8

s Swnmary of SCE;B

SCR-B would amend Article VIII, Section I, paragraph 1 of the State 3
" Constitution by calling for uniform assessment of real and personal property w1thin e

‘the State for State purposes, within a municipality for municipal purposes, and
‘within a eouniy for county purposes With the prescribed uniformity being provided
by the Legislaturc from time to time. Railroad property (real and personal) would

~ be assessed as
- Real property,

a separate class of property but uniformly assessed within its class,
other' than railroad would ‘be. assossed according to the ‘same stendard”

~of value'applicable locallyo

VPoSitiOn Ofitrn State Chamber

. This proposed Constitutional amendment is- akin to, but not 1dentical With,

* the one which|failed of adoption on November 6, 1956, and which would have authorized
the Legislature to permit the governing body . in any - municipality to set the fraction

© of truc vnlup at which roal properfy would be assessed.; I

92 A,
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- " The State Chembcr opposed the 1956 proposal because it represented a step o
‘ backward from the progress being made toward statewide uniformity of real property
assessments and consequent ease in _securing property tax equity and property tax
~ awareness on the part of the average taxpryer and bocause the advantages clalmed for
the proposal would not have been reallzed. e ‘ S P :

We. oppese SPRFB because 1t too Wwo

| w?permitiofrnonQuniformiﬁYfo#ereelﬂ :
‘vproperty assessment s;among munlClpalltle B "Z”n;'”‘xxf“ ';ﬂ' vi‘,T SR

.v we also oppose the prov181on 1n SCR—@ tbut real ‘and personai proporty be
assessed uniformly for' ‘courity purposes. and for. munlclpal purpeses in the several .

- gcountles and mun1c1pa11t1es. New Jersqy cannot afiord to penallze 1ndustry bf“*f R
E ssess1ng bu31ncss personwlty at the same. atlo es rewl propcrty. A,'~ SEREN

l‘

, &t the present t1me rallroad personal property is dlstlngulshed from
- railroad real property for tay purposes and railroad real property is divided into
' two classes for tax purposes. . We are opposed to the lumping together of: these very .
‘different types of railroad property as called for in SCR~8 just as we are opposed o
to the lumplng together of real and personal property generally for tax purposes., .

Thus SCR-8 v1olates three pr1n01ples whlch have been adopted by the Statev'w

;{Chamber of Commerce: - that business personalty, especially: 1nventor1es, should be

assessed at a lower ratio than that appllcable to realty; that Class II railroad

: property should be taxed on the same basis ‘as that of real property generally, andv'}
- that there should be at least countyw1de uniformity with respect to. the assessment _
e ratlo appllcable to real propcrty in the; 'veral mun101pa11t1es of the State, B

. Senate Céﬁchrrént Re s‘dl"ut/ibh: oo 10

B 'Summqny of SCR—lO
‘. : SCR«lO would amend Artlcle VIII, ectlon I, paragraph 1 of the State
, Constitution to- provide for agsessment of .real property according to countyw1de
- uniform standards of value and ratios thercof. Under the amendment real property
would be' classified .as ‘residential, industrial and commerc1al ‘farm and other
* lands," railroad propcrty and publlc ut111ty property, and personwl property could
- be classified by law,  The countywide- retlos would be the average ratio used in the_
. past ten years in cach county for each category of real propcrty. “The: Leglslature '
. would be required to enact all 1aws necessary to make ‘the constitutlonal amcndment '
- f\]lly effectlve. . i . X . ; o . AR :

P031t10n oi the State Chambcr - :A»'f

L The State Chamber of Commorce is opposed to the cla351flcatlon of real
property for purposes of the. property tax. : TR S o .

: : Of statew1de cla531ficat10n of real property, the Comm1ss1on on State Tex
Poliqy, after a. study of the" experlence of the- few states that have tried, concluded
in its Ninth Report: MThere is thus nothlng in thc experlence of other states which
have tried - property’ classification for tax purposes, few as there are, which would
commend it to consideration by this State.‘ Moreover, it is quite apparent that the
adoption” of classification brlngs with it a constant pressure upon . the part of the
varlous taxpaylng groups to seek and obtaln preferred cla551f1cat10ns. :

| "The Comm1331on concludes that cla551flcatlon of real estate; as. dlsting-d
: ulshed from personal - property, has had, little ecceptance in other States and has
_produced nothlng to commend 1t to- thls State by the few th%t haVe trled 1t.“ '

s



As for countYW1de ratios for each of the several categories of real

-»rproperty - the ﬁolloWing quotation from the Minth Report would be no 1ess true,'_
if modified by substituting "county" for "district" SRR P o

"The Commission concludes -~

: : That any purpose of av01ding substantial shifts in the tax burdcn'which

- may be’ expectedlunder uniform treatment, ~cannot be. accomplished by allowing each .
district to solect its own-average assessment ratio nor by allowing it to select -
both its own average ratio and its own assessment ratio for each class of property.
The Commission uould add that any such compound classification would be classifica—-
tion run wild."1 L S v

=
]

. fssenbly Bill No. 350

. 'Summery of A~35®

o A-BSOonuld eliminate tho statutory roquircmcnt that real property be

: assossod at "full and fair® value at the price "it would sell at a fair and bona -
fide sale by private contract", It would require assessors to determino the value
of real property by "taking into consideration the ‘selling value, the rental value,
any unusual features as to sizc, location, or unique charactoristics, applicable

. planning and zoning regulations, if any, and, in the case of improved property, the
‘cost thereof, the replacement cost less doprociation and obsolescence, and any
vspecial feeturcs such as the physical condition of the improvements, their utility
~and any unique cheracteristics, and thereupon, ako such determination according to

his Judgmont o L ." -

, In addition, the bill would remove’ tho clause in the present law Which

' permits the Dlroctor of the Division of Taxation to require assessors to list -
property in. categories as specified by the Dircctor and to submit total valuations
for each catcgory with the annual tax 1ist. }*;;-v»- T S

]+

Position of tho|State Chamber

. ;~350 would substitute a list of factors, 1nc1uding several subjective
’:ones, for market price in the determination of value of real property by the _
assessor., It substitutes means of measurement for the goal of the measuremont. It
would serve only to make orderly and uniform assessments more difficult of attain-

~ ment. It would encourage "tax lightning" in the taxation of real property, includ- -

ing residential property, since assessments would be subject to wide variation.
depending’on'tha assessor's estimation of a number of impondereble factors. j

A Also, A~350 would eliminate the prov1s1on of the present Lo undcr which
the assessor is required to show the valuation of real property by categories. B
Elimination of this provision would render most difficult the equalization procedures 1
'so essential in distribution of State school aid and county costs.>“v-;

r Furthsrmore, a question may be raised With respect to the conformity of
this bill with the. Constitutional rcquirements that property be assessed under B
‘genoral laws and by uniform rulos and that real property be assessed according to
~the same standard of valuo.. a

oA
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v In addltlon to the shortcomlngs of A—Bbo as regards pr1n01ple,vit is also
B technically defective.  While this bill would amend two sections of the Revised
* ' Statutes to eliminate the concepts of true value and full and fair valuc it neglects

to amend several other sectlons contalnlng the. same concepts.

- ’ ‘ Because of its repudlatlon of the progress already madc toward uniform
assessments, its 1mpa1rmcnt of the equalization process, its questionable constitu-
tionality, and its technlcal deflclencles, the New Jersey State ChaMber of Commerce

is opposed to A—350.

95 A



Chart L

ILLUSTRATION
of the
SUDDEN: SHARP SHIFTS
. . in o
RELATIVE PROPERTY TAX TMPACT
: on
DIFFERENT CATEGORIES OF PROPERTY TAXPAYERS
UNDER S-1 AND A-198

!

CATEGORY A : ‘ CATEGORY B
Percentage Percentage
of : of ’
District's : District's
Property . Property
Tax - ’ Tax

'n L 1 Lo 1 L 1 L - 1
1960 - 1961  x x  R¥ 1960 1961 x - %

w b
£

"R = year in which revaluation program becomes effective

Answer '%o this problems

jAmend S-1 and A-198 to make personal property assessment shifts
|take place at the same time as real property assessment shifts,

. Research Department .
i New Jersey State Chamber of Commerce
: - January 1960
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Chart 2

* COUNTY AVERAGE RATIO OF ASSESSED T0 TRUE VAIUE OF REAL PROPERTY

1959
(percent) ‘
Ave‘r'a,ge'vRatio"c;f' ' Slmple Average of " Range of
. . Assessed to True Value District Weighted District Weighted
County - - of Real Property ‘ s Ratios : Ratios
Atlantic - S 22,16 - 16.52_ o 7462 - L7.L8
Bergen .. : : - 2h.,01 ' ' w2kt | 14,97 - 97.29 ‘
Burlington I V-0 R ©17.69 0 9.3 - 53,70
Canden _ | f.31.80 a 25,85 12,00 - 90,67
Ccape My 398k 49.60 LT - 107.87
Cuberland - 3156 N x 22,13 - 179 - 1S58
Essex e 3668 . 26,32 - L8.56
| Glo@lcestér | )v 18;26 Ny 1_ 18..6_8 »‘.Ll’. 25 - 24,96
Hudson - b9.bo us.oa‘f 22,33 . 67.17
Hunterdon ‘ . 15,82 : Coararn 12,26 - 31.69
Mercer L v.f o 3L33 18.LL - 88,23
Middlesex v 2133 o 21,81 | 12,58 = L46,00
Mormouth 2916 2,81 - 10.20 - 104.75
Morris : 20,05 . 2L.69 10,33 - 75.00
Ocean o a.2r 1783 8,43 - 110,75
Passaic » ,  33.88 ’ .’ © 28,32 . 17.91 - Ll.L8
Salem - L m.e . 2088 15,25 - 27.52
Somerset 68 168 10,99 - 22,57
Sussex . 1876 o may aor- 22
Union o 2800 27.86 14.82 - W50
Werren - 22,04 , 1870 11,23 - 30,11
state 29.35 2.2 7,62 - 110,75

o Research Départment
.~ New Jersey State Chamber of Commerce
January 1960

97 A



- ‘Under S

™

At Present and

20%!""‘""-1
11%[:]
11*%-
12%[___3
8%'_'6

"22%|""""""'l

19%::::3

?% —

-1 gncj vA-l_9§ Amende :

 Atlantic City
. Bloomfield

e cuf‘tbﬁ‘ C

Chart 3

ASSESSMENT RATIOS ON. BUSINESS PERSONALTY .

UNDER S-l AND A.—l98

 Comden

| Ea:s“‘o .;_:01'3‘11?‘;5' .
e
Ham:l.ltonTWP- :
e
| Iwington ‘»

Jerséy City

Ratios Shown Are For Bus:mess Machinery and Equipment Z

o

@

I hB%

vawscessns

33%

I hé%

_ i

l 35%

: Under A—198 / Unamended

LA

I 36%

567'

-

IR l':___'J
as 13% E_“_:]
| 165 r_::]

1h% :j
 wme—

s —
204 [ _

j hO%

’Moﬁtélair U

. Newark . [

_J w

Néiﬁtﬁ ila‘érgénf - L ' vg;gg,%" "

mz%

‘Pasééic e

e J}ﬂim-%

'Pate'i'son“ T

J 33%

Pérthlmpoyf T

1 35%

v Pia‘in’fie;d -

Tremton [

Uﬁion::city-. — D 160%

) Ratlcs appllcable to inventories sub,ject to tax would be l/h of machinery and
equipment ratios,

“Amendment referred to is that presented by the New Jersey State Chamber of
Commerce at the February 17y 1960, Senate hearing on assessment bills,
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Chart

HOW THE BUSINESS PERSONALTY RAPI0 TABLE WORKS

Example ,

Assessor adds up the fair values of
the business personal property in his
taxing district. as ‘per returns (and
his estimates) for all business per-
sonal property taxpayers

He compares this total with total busi-
neéss personalty assessments in his ‘
district on October 1, 1959

- AND, ™ THIS EXAMPIE, FINDS THAT THE .
ASSESbMENTS EQUAL. 15% OF THE FAIR -
VALUE TOTAL

He adds up the inventory féir values . 50%

and the machinery and equipment fair
values as per returns (and his esti- -
mates) for all business personal

property taxpayers

AND, IN THIS EXAMPLE, FINDS THAT ~
INVENTORY FAIR VALUES EQUAL 50%
OF TOTAL FAIR VALUES

The assessor then looks for 15% in the
first colum of the Bu31ness Personalty
Ratio Table . .

 and
looks for- the 50% column in the top row
of the. Table.‘

[

 WHERE THE 15% ROW MEETS. THE 50% COLUMN,
THE ASSESSOR FINDS THE ASSESSMENT RA.TIO, 2,
TO APPLY ‘TO THE FAIR VAIUES OF MACHINERY AND
EQUIPMENT SUBJECT TO TAX, HE THEN APPLIES
ONE-FOURTH OF THIS PERCENTAGE, OR 6%, TO THE
FAIR VALUES OF INVENTORIES SUBJECT TO TAX..

99 A.

$10 million

‘Fair Value
.of all
Business Personalty

‘Jahuary 1, 1960

.$1,5 million

5% |

Asgessed Valuation of "
Business Personalty
“October 1, 1959

~$10 million

" Inventories

$5 miliioni v

 Machinery & Equipment
$5 million

a‘é “n ‘. 50%0 o e

te

14
215% o e 2’-‘%

Research Dept,
N.J. State C of C
. January 1960



PROPOSED REVISION - EXHIBIT A
of
SECTION 37 OF ASSEMBLY NO, 198

37. In the preparation of assessments of property for the year 1961, if the
assessor of any taxing district(shall find it impracticable to set forth his assess-
ments at taxable values expressed in terms of the percentage levels for the county

established pursuant to law, or if the taxing district shall not have completed and:

put into opsration a revaluation program in the period January 1, 195L, to January 1,

1960, he [may] shall prepare his assessment list and assessor!s duplicate [accord-

ing to] expressed in’ terms of the percentage level of 399 true value of real property

and the 'percentage levels of the fair value of taxable tangible personal property

actually used by him in setting forth his assessed valuations, but in such case he

shall (1) value business inventories at the applicable percentage level of fair

value, derived from equation A (provided in this section), and set forth in a table

to be kﬁown as the Business Personalty Ratio Table, which table shall be on file in

the offlce of the Division of Taxation with a copy thereof belng sent to each

assessor by the Director of the Division of Taxation on or before June 30, 1960, or

at l/h qf the percentage level of true value of real property actually used by him
|

in setting forth his assessed valuations for the year 1961, whichever is lower;

(2) valﬁe all machinery, implements and equipment and all other personal property

other than inventories, farm machinery and farm livestock, at the applicable per-

centage ﬂevel of fair value, derived from equation B (provided in this section), and

set forth in the aforesaid Business Personalty Ratio Table or at the. percentage

level of true value of real property actually used by him in setting forth his

assessed valuations for the year 1961, whichever is lower; and (3) include in the

baffidavﬂt prescribed by section 5h:li-36 of the Revised Statutes a statement of the
percent;ge levels which he has ﬁsed [Upon application to] - In the preparation of
‘assessments of property for any subsequent year, if the assessor shall apply to the
dlructor of the d1v151on of taxation [settlng] and set forth facts showing that it
still remalns 1mpract1cab1e to [prepare the assessments of property] set forth his
'assessments for [any] such subsequent year at [such] taxable values [so established]

expressed in terms of the percentage levels for the county established pursuant to

I . .
law, {aqd] upon findings by said director that the assessments camnot be so pre-
pared uﬁtil the completion of a revaluation program meeting the standards [set forth

in)" prescribed under section Sl:1-30 of the Rsvised Statutes and that the levels pro-

posed to be set forth in the statement to be included in the assessor's aff1dav1t
‘falrly state[s] the levels actually used by him in setting forth his assessed valua-
tions, ﬁhe director may permit the assessment list and assessor's duplicate for

any sucﬁ subsequent year to be prepared and filed, together with the said

affldavit, in the manner prov1ded in this sectlc [for any subsequent year, ]
Ioo A
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Proposed Revision of Section 37 of Assembly No. 198 ‘:‘ G e

ol

but if the taxing district shall not have congpleted a revaluation program and put

L it into operation :Ln the six year period prior to such subsequent year, the director .

shall requlre the assessment list and assesaor's duplicate for any such subsequent

- year to be prepared and filed together mth the said affidav:Lt, in the manner pro- L

".vided in this section. '

:  Equation A o
- - Assessment Ratio for Imventories - = . = ® etoem
 BquationB B
.. Assessment Ratio for Machinery and Equipment = ' — - o
PR . . M#i/hI

In these equations P is the percentape that total assessed valuations of busmess ; A

L personal property as of October l 1959, is oi‘ the total fa1r value of bus:Lness -

personal property as of January 1 1960 I is the percentagre that the fair value of :

rall bus:.ness inventories as of January 1 s 1960 is of the ‘fair value oi‘ all business -

personal property as of January l 1960- : and M 1s the percentage that the fair -

value of ‘all machlnery, :melements and equipment and all other bus:l.ness personal

: property (other than inventories s farm machinery and farm livestock) as of J anuary l, ‘

v 1960 s is of the fair value of total business personal property as of J anuary 1960. e

Research Department ., :
New Jersey State Chamber -of Commerce
: January 1960
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i - EXHIBIT B
[ I NEMSECTION .
R PROPOSEDVFOR SENATE‘NO. 1

In the preparation of ass“ smen of vproperty for the year 1961, if the

i

assessor of arv taxing district shall find § impracticable to set forth his assess«-
ments at taxable values expressed in terms of the percentage levels established
pursuant to law, or if the te.xing district shall not have completed and put into o . ‘
: ’operation a revaluation program in the period January l, 195)4, to. January l, 1960 » B \ .
"he shall prepare his assessment list and assessor's duplicate expressed in terms | ' »
"of the percentage level of the true value of real property and the percentage levels
B of the . fa.ir value of taxable tangible personal prcperty actually used by hi.m in
: setting forth his assessed valuations, but in suoh case he shall (1) value business ,
) inventories at the applicable percentage level of faip value » derived from equation ! '
A (provided in: this section) P and set forth in a table to be known as the Businees'
"Personalty Ratio Table A which table shall be on file in the office of the Division'
' of Taxation with a copy thereof being sent to each assessor by the Director of the ] »
’ .-Division of Taxation on or. before June 30, 1960 or at l/h of the percentage level
) of true value of real property actually used by him in setting forth his assessed :
valuations for the year 1961, whichever is lower, (2) value all machinery, implements S oo £ »
B ‘ ‘and equipment and all other personal property other than inventories, farm machinery " : : i m

a5

. 'and fa.rm livestock, at the applicable percentage level of fair value s derived from
‘equation‘B (provided in this section), and set forth in the aforessid Business B

: Personalty Ratio Table or at the percentage 1eve1 of true value of real property :
- actually iused by him in setting forth his assessed valuations for the year 1961, :
"whichever is 1ower, and (3) include in the; affidavit prescribed by section Sh h-36

of the Revised Statutes a statement of the percentage levels which he has used. :
‘ "In the pneparation of assessments of property for ary subsequent year, f the
, assessor |shall apply to the director of the division of taxation and set forth facts
: shewing that it still remains impracticable to set forth his assessments for. such
subsequent year at taxable values expressed in terms of the percentagc levels !
established pursuant to law, upon findings by seid director that the assessments
cannot be 80 prepared until the completion of a revaluation program meeting the
,standards\ prescribed under section 5’4 1-30 of the Revised Statutes and that the
- levels prop0sed to be set forth in the statement to be included in the assessor's
affidavit’fairly state the levels actually used by him in setting forth his valua=~

&

. tions, the director may permit the assessment list and assessor's duplicate for any -

such subsequent year to be prepared and filed, together with the said affidavit in
,the ma.nner provided in this section, but if the taxing district shall not have
T aaea



[ 94

L4

. New Section Proposed for Senate No. 1 ' , : L =2 -

.completed a revaluation program and put it into operation in the six yea.r period
prior to such subsequent year, the director shall require the assessment 1list and
assessor!s duplicate ‘for any such subsequent year to be prepared and filed together
with the said affidavlt, in the manner provided in this section,

" Equation A’

Assessment Ratio for Im‘rentor‘:_'.es L ' - P
' o F¥+1
. IR
Equation B
. S R P
Assessment Ratio for Machinery and Equipment =

In these equations P is the percentage that total assessed valuations of bus1ness
personal property as of October 1, 1959, is of the total fa.ir value of bus:.ness »
personal property as of January 1, 1960 I is the percentage that the fair value of
all business inventories as of January 1, 1960 is of the fair value of all business ‘
personal property as of.January 1, 1960; and M is the percentage that the fair -
value of ali machinery, implements -and equipment and ell other business personal
property .(other than inventoriss, farm mchinezy end farm 1ivestock) ag of

. January 1, 1960, is of the fair velue of total business personai property‘r as of
January 1, 1960, ‘ '

. Research Department .
New Jersey State Chamber of Commerce _
January 1960 -
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