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SENATOR DUMONT: We will now open the first hearing
of the Commission on Out=of=5tate Taxat1cn of New Jersey Residents.
We have an agenda of witnesses who will be present thr@ughout the

day, or statements that will be read into the,recorderom.Witne§ses

- who will ﬁot pef$onaiiy appear¢

I would like, first of all, to introduce the members of

the Commission who are preSent here this mornings To my left is

 Assemb1yman William Haines of Burlington Countyg and also Dr° Paul

Strayer, Professor from Princeton University9 on my rightg Mr.,
Arthur Gleason of Montclair,,and Mr, Seward Lyon of Plainfielde

I don't see any other members here at the moment. We expect more

of them to arfive throughout the day. Also present are the Counsel

and Secretary to the Commission, Wiliiam'Miller of Princeton,'and

the Recording Secretary to the Commission9 Samuel Alitqg head @f

the Research Staff of the State Libra:y,'v

- -Now, I am sure that the subject will be fully developed
throughout the day,'_Primérily thi§ first hearing was called for.

the purpose of getting witneSSes to come ndt:aniy from New Jersey

but also from outside of New Jersey so that we could have a better

understanding and information as to the laws that are ih.effect/in
other S£a£eé surrounding us or inbcities in other states where
there is'nq state income tax, such as in the Commonwealth of
Pehnsylvania; We will aléo:hear'thiSfmarning from the Director of.
Tax Res%arch of the State~of,Conﬂecticﬁt_where there ié a similar
prob{e@;for_their resideh;s.té'the'One~that_facés ours.

We would like to hear first this morning from a very

fine public-éetvant of the State of New Jersey - and I am not saying

this because he is about to retire but because all of us who have
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had the opportunity of woerking closely with him for a long timeb

feel this way about him. I believe he is completing something like
}3 years of State service and he very appropriately heads the .

State Department of the Treasury and is known as the State Trea#urefo
I would like to present at this fime-the Honorable Aaron K. Neeld
who will make his statement and élso be open to questions thereafter.
Mr. Neeld. ,
MR, AARON K, NEELD: ' Thank you, Senator Dumont. My
name is Aaron K. Neeld; Treasurer;_state of New Jersey.

Now the issues here I .think can be ﬁbinted up == and I
will-follow rathe; clésely.the statement which I have prepared and
which has been submitted to the Members 6f_the Commission. 1
think the issues are pointed uﬁ very clearly by the facts that
appear in the first paragfaph of this statemento

‘ An estimated 155,000 New Jersey residents pay approxi-
matély $20 million in non-resident income taxes annually to the
State of New York on income earned in that State and about 17,000
Connecticut residents pay anéther $7 mil]_,ion° While SOQOOO New
Yorkers working in New Jersey pay no income taxes here, their inéome
is, of course; subject to tax in New Y@rko A substantiai number
of New Jersey residents also pay sizeable sums yearly to the Cit§
of Philadelphia under its wage and net profits tax Qrdinaﬁces and
to the State of Delawére under its personal income tax law.

These are the basic facts which pose the questions now
before this Commission, viz.; (1) Can New Jersey residents be
wholly freed of the burden‘of these income; wage and net profits
taxes imposed by su:roﬁnding taxing jurisdictidns and, if not,

(2) Can the burden of theSe taxes b? lightened by enlarging the
area of allowable deductions in éetermining the amount of the tax

1iability? )
o .






: Perhaps it is apprepriate at this poxnt to mention the
fact that there are two conflicting theories on the question of

power to- tax personalv_income° One theory is to the effect that the

‘state of situs of the’incbme - where the income iﬁ fact originates -

has the'parambﬁnt righto_ The other is that the state of re51dence

of'the person earning'the income should prevail, Seemlngly 1t has

‘not been possible to, reselve this conflict with the result that

practically all of the personal income tax Iaws of the 31 states
which now have such legislatien apply to the 1ncome of nonaresidents
when earned within the sﬁate as well as to all of the income of '
residents wherever earneci° |

| - The major concern of these states has'net been whether
non«reéidenté Shoule,be exemptedﬁfbmt rather haw‘to_preteet their
own reSidents from deuble taxation on out-of-state income., There
are severel appreaches td‘that problem which‘need not be discussed

here since Mr. A11t09 Research Associate of your ‘Commission, has

- submitted an excelient report whichg among @ther thingsg details

the various crediting devices now in use,.
The authority of a state to impese a nenmdiscrimxnatery

tax upen income earned within the state by a n@n=resident is

clearly established.by the decisions in Shaffer v, Carter = 252

Uf S, 37 (1920) and Travis Vo Yale and Towne quo Ceaia 252.U; S.

60 _(1920).

| While a staté; in the impdsitien of\persenal income
taxesg_cannot dlscriminate between residents and non-residents in
the allowance of personal exemptions9 as has heretefere been held
in the Travis Case, it can, and many do in fact, limit allowable
deductions to iheSe incuﬂ#ed,in,the'preductidn of inccme within

the state.- citing the case of Geedﬁfﬁfv:,NewﬁYbfk State Tax

Commission = 286 App. Div. 69k, ih6 N.Y. Supp. (2d) 172, aff'd
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1 N, Jo (2d) 680 appeal diSmissed 352 U s 805 (1956)

Since the decisions upholding ‘the power of a state to
tax inustate income of a: non=resident have prevailed for nearly uo. '
years, the likelihood of a judicial change of mind seems a rather

remote possibility9 so that relief for the non=resident in this

' directionfappears 1mprobebleo uThe same:eonclusion'is‘reached int

reports of the Special Cémmittee on InterstateyTaxation of the
Federal Bar Ass0clatien~6f'New YdrkV New.Jersey and'Cennecticﬁtge
and the Subncommittee ef the State Taxation Committee of the New

Jersey Bar Associationo

_ Apparently accepting the fact that relief by judicial

“actxon is not likely9 several proposals dealing with the problem ‘

are now pending in the Unlted States Senate and the Heuse of
Representativesob Mro Alito"s report to the Commission fnlly analyzes
the varleus resolutions which have been introducedo ltels suffl=-'
cient to say here thatlseveral ef them9 by,varying language9 ﬁenld_
amend the Fe&erel Censtigutlon"se as to pneclude the*statesg end
in a couple ‘of instances thelr pol1tical sub dlvisiens9 frem taxing
the persenal ‘income of nenu esidents earned within the statea'
Another one proposes a study of the problem by the House Committee,-,’
on the Judiciary and. still another suggests compacts between the
states of Connecticutg Massachusetts9 New Jerseyg New 'lt”er’la:‘9
Pennsylvania and Rhode Islandg provmding for the - and 1 am quoting
from the resolution =s”unif0rm tax treatment of nennresidents
through agreement not to discrlminate between residents and non=
re31dents in the levying and cellection ef taxeso

| Wh11e constitmtlonal limitation of the power of the
states te tax personal inceme to that ef residents weuld most o

effectively deal wlth the issueg it sheuld be recognized that this
“f %ﬁ“'






solution will be most.difficalt of accompiiéhment since amendment
of the Federal Constitutioﬁ reqa&res thg'veteA@f two-thirds of
the membership of each House and ratification by the legislatures of
three-fourths of the states. As previqusly mentioned, most of the
31 states Preéently'fax the inéstate income of non-residents and it
is probable that they would not readily accept the prépoéed change.
| Though reversal of the long standing décisi@ns of the
Uﬁited States Supreme Couft appears highly improbable and relief by
constitutional amendment seems very doubtful, there is an area
within the reach of legislation where some benefit can be provided
for the non-resident taxpayer. This relates to a broadening of the
deductions allowed to non;residents under. the New York personal
income tax léw so as to make them more nearly compafablé to those
allowed residents. It has no application,to the Philadelphia wage
tax since in determining that tax no deductiéns are azlawed from
gross wages to either residents or nén;reSidéntsg nor to the
Delaware personal income tax as identical deductions are ailéwed
to both residents and non;residents in that state.

-In determining the amount of the income tax of a
resident of New York, there are deductible from gross income, the
municipal taxes on his residence pfopertyg federal amusémentg
telephone and safe deposit box rental taxes, sales taxes, motor
fuels taxes, interest on his residence property mortgage and
pérscnal loans, medical expenses for him and his family within
specified limits, premiums paid for hospitalization insurance,
life insurance premiums paid up to $150, alimony payments and gifts
for charitablegreligious and benevolent purposes.

As to the n@ﬁmreSidentg however, he may deduct from

his taxable gross income in New York only an amount equal te 10%
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of such gross income or $SOOIWhicﬁever‘is less. While he may
itemize his deductionsg‘in lieu of taking the standaré>deduction5 -
nevertheless; if he elects to do so»hemay.ciaim only. those exfendié :
tures inCufred in the praduciidn”af income in New York, alimony
payments if ihcluded in the wifé“s New Yofk taxable inéome9 and
gifts to charitable; reliéiOus ahd benevéient corpérations if
organized orvoperated under the laws of New York.

'Fromvén equitable point of view itvwéuld seem that the
non-resident taxpayer shOuld'bevpermiited to claim as deductions
not only those expenses incurred in connection with income arising
in New York, but aiso, on an apportionment basis, thdse”deductions-
ordinarilyvallcwed resident taxpayers, such as:taxes on his
residence property, interest on the residence prbperﬁy mortgage
and personal loans, general and selected sales taxes and federai
telephoné,’amusementvand safe deposit 56x rehtal taxes, medical

expenses within limits, hospitalization insuranée premiums, life.

insurance premiums up to $150 and gifté within the specified

limits to religious, charitable and benevolent corporations
wherever organized or operated.

It is argued by some that these expenditures are not

directly incurred in;theﬂpréduction of the New;Yofk:inccme and,

therefdreg‘they should not be éllOWed.in determining the non-

resident tax. It is true, of course, that such expenditures are

not directly related to the production of New Ycrk incomes but
neither are such items directly incurred in the production of
income of the New Y@rk resident. Deductions for taxes,'lntereSt
on indebtedness9 medical expenseé9 gifts te charity9 etcog are
allowed so as to provide a more equitable basis upon which to

determzne the extent of the tax liabilityo
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Where the nenwresidentfs sole saurce ef income is from

employment in New Yerk, he ‘should net be required, by curtailment

<

of deductiens, to pay a.greater-persenal-income tax than he woald

pay'as a fesident,‘ If the non«resident has inceme not subject to -

tax in ‘New York because it dld not arise from a businessg tradeg_‘

profession or occupatien within the State, then the amount of

'"allewable deductions should be prorated on the basis of gress income

‘ ariS1ng in New - York ta the taxpayer”s tstal gross inceme°

- While this change will provide cnly a relatively slight

reduction in the average tax payment of the nonwresident9 it will,
vhowever, remcve one of the inequities quite generally charged

'against the tax.

' That concludes the statement and I W111 be happy to
submit ‘to questions of members ef the Commissiong although 1 would
like to emphasize that New Jersey being a non&broad base tax statet

I profess no special expertness in the field ef either personal
income - taxes or general sales taxes.uwkpmw |

SBNATOR DUMONT° Any questions by members sf theb

‘Commi551on? Mr. Miller, have you any questions?

v MR° MILLER° I Just want to say thatgsas usmal Mr, '

v‘NeeId has cevered the ground so weli thefe aren“t many questions

,-that 1 could asko 1 might ask whether he has any view en the

possibil1ty of retaliatory taxation by - the State of New Jersey so
as to equate the burden that New Jersey residents woﬁld pay in
this State and in New Yorka__'

MRe NEELD”, There are several phases of the over=a11

problem which I did not incorporate in this statement because I

'guess I assumed they were sc generally accepted and well knawn.v
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=that perhaps the Commission weeld net care to waste 1ts time
' reading detall on themn One of them9 of ceurseg is the matter of

‘retaliatory taxation° lt has been proposed from time to timeg by
I guess the informeds that New Jersey sheuld ad@pt a nen«resident
'personal income tax in order tog even theugh net lighten the burden e*
of the New Jersey re51dent werking in New York9 neverthelessg impose e
a similar bnrden en the New Ybrk resident working in New Jersey, |
| | Now9 it“s quite well accepted9 1 believeg that such

taxation is not possible under our Federal Constitﬂtien because ef
 'the necessity of uniformity and the fact that you cannot discriminate
against the nonwresident in relation to the residento v’ |

For that Feason I. made ne menti@n in the statementvof
that phase of the pmblem° . |

loes that answer your questiong Mro Miller7 -

MRAAMILLERa Ohg yes° One ether questieng Mro.Chairmano
I wonder whether any information might be available as to the cost
.to the State of New York if it allowed equal deductionsgin the
manner you suggested9 te New Jersey residentsvandsvl assumeg to
Connecticut residents on this basis, B : | | : |

'MRO NEELD° Well certainly’we have ne cest figures and
to my- knowiedge none have been develeped by the Research Divisicn
1of the New York State Tax Departmento 1 do believeg heweverg as.
I indicated at the end ef the statemeﬁt9 that the ameunt ef re%enuej
involved - that isg the revenue less to New York = would be ?elam
tively slighto Altheugh I sheuld point eut in that regard that the
matter of broaden1ng the deductions f@r the nen=resident invelves
some rather serious questions of uniform treatment between the
resident and the nen=res1dento Take the area of deductions for

taxes paidvonnthe resident”s pmpertyo -Since_theiNeW'Yefk resident

8.






is subject to a capitai gains tax on that property in the event of

sale or is subject to any income which the property may produce,v

such as a rented room or Just one apartment in the total residence

o

.property, there are problems involved there and how that would be

worked out does involve some question°
MR. MILLER: Thank you. SR
SENATOR DUMONT: Mr. Neeld, suppose in the course of

reviewing the possibility of enacting a broad base tax in ‘New Jersey,»'

_the Legislature and the Governor shouid decide on a personal

income tax, about how mach of this $20 miliion that now is paid by

'_our residents to New Ybrk State could we hope to recover or get,«

rather, for our own treasury in the State? In other words, could
we expect that out of the taxation of New York residents who work

in New Jersey, which 1 understand is about onenthird as many as

‘would be true of New Jersey residents working in New York State ='f

would wey thereforeg get about onewthird of the income, assuming

. the tax, 1f it ever»were imposed here,were 1mposedxat about the

same rate as New York State? or if, instead of that, we would getr
some kind of rec1procity between New York State and New Jersey,
which as 1 understand it would'probabiy require a change in the
present New York State Income Tax Act = which would ‘be iikely
and how much coald we possibiy recover or recapture here ‘that is

going out of the State of New Jersey to New York State now?
MR NEELD»n I would like to think that New York State

would retain its present crediting provision which would be, of

course, ‘most favorable to the State of New. Jersey because their
crediting provision now would allow a credit on the nonnresident -
that is, the New York nonaresident tax for taxes paid to the

state of residence° And since, as yoa have seen from figures in

| ‘7"95;
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the opening part ef'the Statement, 1559090 New Jersey residents
working in New York as again5£ S0,000 working invNew Jefsey,'we
would be far better off unden'that plan. Now, admittedly, that
will result in a substantial tax loss to the State,of“New Jersey (sic)
beéause wevWiII be‘picking up a large bart of that $20‘million
which is ﬁow going into New Yofk under a tax credit, which would be |
payable by our New JefSey_fesidents as aAdemiciliaty income tax to |
New qefSey; NeﬁrYénk}aIIQWS no credit.ta its reéidents for taxes
pa‘ia el.ISeWhe‘r‘e,- I believe I'm right on that sta‘tement. |

| SENATOR ‘DUMONT: - You said it would result in a sub-
stantial leés; if I heard you rightly, to New Jerseye You mean to
New York, I think, | ’ |

' MR. NEELD: To New York. I'm sorry if I said New
Jeraey. ‘ | |
SENATOR DUMONT: Is there any federal decision on this

point that the Goodwin V. New York State Tax Commission deals with,

referred to at the bottom of page 2 of your statement?

MR,‘NEELD° That is a federal case., ,
SENATOR DUMONTe Thaf's‘right; I'm sOrry, It started
in the State of ‘New York and went up to the United States Court.
‘-x-MR. ‘NEELD: It was never heard by the United States
Supreme Coﬁr‘ta On a jnrisdictional statement the United States
Supreme Court dismissed the”appeal_for lack of a substantial
federal question. | o
| | SENATOR DUMONT: Are there any further questions of
Mr. Neeld? Mr. Alito, any questions? | |
MR, ALITO: No. | = |
| SENATOR DUMONT: I might add that 1 forgot to announce

‘this in the begznning = if there ‘is anybody here in the audience

Sy . o =]0=
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who would like to submit questions-to a”witness; we woald,prefer

that you haVe'us do it3 that. is, we will be glad to submit any

questions that you may have to ‘the witness butg 'S0 that we might
have an orderly procedure, we prefer not to have you arise in the'
audience because it may make it difficult to keep the record y
straight. | |
Does anyone, on that basisg ‘have any questions you
would care to have us put to Mr. Neeld? .
: Is there anything you want to add, Mr., Neeld?
| MR° NEELD° Just an expression of appreC1ation to Mr._
Alito for the very helpful material which he made available to
the Department of ‘the Treasury. |
- SENATOR DUMONT' Right, he has done a splendid JOb
for this Commissiona Thank you very much, Mr. Neeld°
I would like now to introduce Assemblyman Elmer
Matthews of Essex County, a member of this Comm1551on. We are
glad to have him with us._ »
The next witness is Mr. Ernest Whatmough of the Wage “
Tax Protest League, which is assisting in the conduct of a very

interesting case in South Jersey now and supporting that fight,,:

and we will be glad to hear from you, Mr. Whatmough°

. - MR, ERNEST WHATMOUGHe Senator Dumont, Chairman of
this Commission, and members of this Commissionav The Wage Tax
Protest League, of which I am a former President, has asked me to
appear before this Commission and submit their views in the con«'
troversy of residents of New Jersey being compelled to pay the_
Wage or Income Tax, more particularly in its. application to L
Federal Employees working at the United States Naval Base of the
Lth Naval District which is known as League Islandoy

=11=
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What is usnally referred to as the Wage and lncome Tax
Ordinance was passed by the Czty Council of Ph11adelphia, Pennsylvania,_
on December 139 1939, as a temporary measurq for one.year, to relieve
the precarious financial situation of that City. It became opera- |
tive the lst of Jahuéry,'l9ﬁ0,‘

The rate of 14% of the QrOSS earnings was theApercentage
of the tax, and this amount was withheld by the employer from the
employee regardleés of residence or domicile, and apblied to every-
body performing services, péid services, within the cérpérafe'limits
of the Clty of Philadelphiaa

At the end of the temporary period of one year, the
Ordinance was again enacted, and is still in operation,; the temporary
period apparently having sunk into oblivion.

The - rate has fluctuated since its inception., In 1943 ‘
the rate was reduced to 1%. In 1949 it was increased to 14%. In
1957 it Wgs back to the oéiginal figure of 13%, and that is the
rate at the present time. |

Although it is generally“understOOd that all persons,i
regardless of their place éf residence or domicile, who perform any
services within the Ciiy'éf\Philadelphia.for which,théy receive
remuneration are subject to the Wage and Income Tax, a &iStinct

exception has been made for visiting members of the Major League

Baseball Clﬁbs, and théy are exempt = 1 believe by agreement with

the taxing authorities and not through the medium of the Ordinance.
In the case of Federal Employees, and Commonwealth of
PennSylvanié Employees working in Philadelphia, the tax is not
withheld, a feature of great annoyance to the City officials. .
And,-whilé I do not know what efforts the City of Philadelphia has

made to have the,State_éf_PennSylvania withhold the tax from its
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employees, it is common knowledge that strénuous efforts have been
made to influence the United States Congfess’in favor of withholding
the tax from Federal Employees, and cohtrary to the statements of
His Honor, Mayor Dilworth, and chef highly placed City officiais,
New Jersey residents are opposed.to having'the tax withheld by the
Federal Government. ' | N

Employees of the U. S. Navy Department at the Naval
Base appear to be a special target for thé’City, particularly those
living in New Jersey. Yet, from 'the standpoint of common sense;
they should be the least affected insofar as‘they are not dépendept
upon the municipality for any services whatsdevér, not even the

services of the icebreaker on the river, which was a point stressed

by the City in the law courts as a measure of_sérvice supplied by

Philadelphia to the Base. Since the icebreaker was sold some years
ago and has not been replaced, it is hard tovsee what the City has
to offer in services at this timé; |

A privately operated.ferry operates betwgen‘National
Park, New Jérséy, and the Naval Base, soleiy for the benefit of
Navai personnel, civilian and military. So by no Stretch of
imagination can it bevviSualized‘What sérvices,are gained from the
City.

‘It is only fitting at this time that this Commission

should have some knowledge of the activities-df the Wage‘Tax

Protest League in its long and so far unsuccessful fight against

this Wage Tax.

This-brganization was formed in December of 1943 as a

‘result of the decision of the PennSylvania Supreme Court in what

is known as "The Kik'er:Case"° The decision was given in 1943
with a split decision in which the late Supreme Court Justice Maxey |
wrote the dissenting opinion. |
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- At this ﬁeeting and subseqﬁent'meetings it Wasvdeéided

to engage Counsel and fight this tax in its appiicatien to Federal
Employees. The legal services of Thomas B McBrideg Esq,, presently

Attorney General for the'State‘ef Pennsylvaniag were ebtained.

“In its attempf'te'enféree_payment'éf‘the Wage Tax,'thef”
City had 'suMénéfes 1ééued to appeaf in the loeal; MagiStr'ate's |
Court but Mr, McBride opposed this move: successfully and, as. a re=
sult, receurse was made te the Court of Common Pieas and a Capias
was issued by that Court and the defendant was apprehended by the
Sheriff’s Officers outside the gate of the Naval Base after being

: conducted to the gate by the Security Officers ef the Naval Base.

The ”Prisener” Was then escorted by the Sheriff“s Officers to
the Moyamens;ng Jail-and held there like~a common criminal until
the amount of the cash bail: demanded by the City was produced,
The lccal courts, in all casesg found for the City :

and an appeal was made te the Superior Court of Pennsyivania and,
with the censent of that Court, the case ef Mr. William Barnes
was held eut in the event that an appeal sheuld be made to the
United States Supreme Courto

| The Decision of the United States Supreme Court is a

centroverszal one even ameng the legal fraternity, A Writ of

: vCertiorari was refused by this Ceurt and that is where the matter

stands at this ‘time.
May 1 at this time- explain what I mean when 1 say,
"a centrover31a1 decision even ‘among the legal fraternity”, The

Honorable Richardson Dilworth, Mayer of Philadelphia, has stated

" before a Congressional Committee that this Court, the United States

Supreme Court, has ruled this tax on nennresidents te ‘be legal,‘

while our present Counsel, Mre J J O'Dowdg befere the same"
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Congresslonal Committee stated the eehtrary and was supported in

his claim by another Lawyer, the Honorable Charles A. Wolverton,

Member of Congress.

In the face of all this, just what is the layman, a

harassed plain citizeng to believe? Must he, under the law of the

land, pay a ‘tax which in the eyes of one. school ef thonght has been

ruled legalg and in the eyes ef the other school of thought has
been ruled not legal?. Either thevhighest‘ceurt in the lamd must
make a‘deeisien‘whieﬁ the people can uﬁderStand;:er.tﬁese people
who by their legal training should know what it means, and cease
makingvconfusien-worse eonfounded;V' |

From the’uncefteinty'ofvthe law'ceurts, the Wege Tax
Protest League sought recourse for justice in the Natienal Legis=
lative Assembly in Washington._ Bills for the relief of payment of
income taxes in the states or pclltical sub=d1vlsions of a state‘

by ncnmresidents have been intreduced in the House and also in
\

 the Senate andg'on oceasions, have reached the fleor of the Chamber

enly to be objected té'by a Representative~from Philadelpﬁia and,
under the Rules of the Houseg the B111 has never had an opportunity
of be1ng e1ther discussed or voted upon.

These, Gentlemen, are the obstacles we have been
tnylng to overcome in the struggle to uphold the doctrine of
No Taxation Without Representatzono, o

| Residents of Pennsylvania, but not of the City of _

Philadelphiag also have been: similarly treated and they alse have

- appealed to their Legislature for relief from this odious measurea
 Bills haVerbeen’intfoduced'iﬁtbfthe Pennsylvania Assembly, passed

 and forwarded to_ﬁhe Senate, which eventually passed it but it

did not become law on account of theeveto by'the-66Vefnor of
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Pennsylvania; The Honorable Geﬁrge\Leadero |

At the present time a new 1ega1 avenue is being
explored by a "Test Case”,preséntly under consideration by the
United States Court of Appealsgﬂin_which the rightIOf the City of
Philadelphia to make an.arrest'Within the confines‘of the United

States Reservation, the United States Naval Shipyard, is to be

decided. Notes If this mosthfavorable factual case cannot be

determined in favor of New Jersey fesidenté,ﬁwha; hOpé have other
cases? The City of Philadelphia'claims that in the terms of the
Deed éeding,the land to ihe’United States, the City reserved the
right,td‘serve_warrénts and other legal papers Within the Base.

But, strange as it seems, this right which the City claims exists

‘has never been exercised, until the Test Case mentioned on the

previous page; in the serving of Capias,_Warrants, etc., for people
arrested as wage tax delinquents. Note: The Supreme Court has

declared that this provision only app;ieé to fugitives = Boyd v, U.,S,

The procedure has been that the afreét takes place
outside the confines of the Base, and-the,éecurity Department of
the Base hés been instrumental in the wanted_personS'being taken.
to the rendeivcus, the main gateg‘and'there the actual arrest
takes place. |

In the event that the wanted person fefﬁséé to accompany
the Securitytofficgr$ to the Gate for the purpose of being érrested;v
that person is subject to disciplinary action by the Naval |
authérities; and may lead to'his'or~her'summary dismissal.

Thisg sir, in brief is a resume of the h1story and .

}actlvities of the Wage Tax Protest League in oppos;ng the imp051~'

,tion of this Philadelph1a Wage Tax.
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You Qill obSefve that no legal‘stepS'have been neglected
and all proceedings have been 1nstituted on the advice of Counselo
But we have been limited in the initial stages to courts which,
rightly or wrongly, we look upon as hostile, where the pecuniary
benefits to the City of Philadelphia have ‘been considered rather _b
than a sense’ of justice to the indiv1dual° |

': The- League has also exercised its right to petition the
LegiSlatures, both national and state, for relief from this oppres=-
sion but, as. of the present time, with little or not success. And
again we are inclining to the belief that the rights of the indivi-
dual are being saerificedvté‘the gfeedvand avarice of a large
municipality. . ' | |

|  When'the.coid faets are faced, nbn;residents of |
Philadelphia are being fleeced of amounts averaging $80.00 per year,
'no small sum when added to the taxes levied within the individual's
_own town‘or:siéteg‘and simply for»the dubiduSJPrivilege of working
in Philadelphia. ‘

In clbsinéethis statemeniflei me‘reiterate that the
officers and members bf-thisrLeague.ere‘law;abiding citizens,
their_creditbratings.in buéiness'dealingsvarekaé_high'es any other
comparable grbupg but there is a eOnsiderable difference‘beﬂween a
just debt and an. unjust debt° |

The residents of New Jersey are strongly of the opinion
that this Wage Tax-is, without a shadow of a doubt,>an-unjast debt
when it is imposed upbnnbn;residents of the City of Philadelphia.

May I at this point, Mr. Chairman, have a fewfmomeﬂts
for a little oral comment? | |

SENATOR DUMONT: Yes, sir. .

';MR, WHATMOUGH: I want to draw ydur’attentien ﬁb the

Court of Appeals! hearing on the 12th of May. At that particular
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hearing, and I am quOting frombnewspapers; Mr;vBergeri Assistant
‘Solicitor of Philadelphia,‘made the statement that they supplied |
to. the United States Naval Base certain services and we should pay
these taxes in erder to offset the cest of these services,- And

I am reading now from the Philadelphia Inquirer of Tuesday morning, -
May 13th, and the City Solicitor said'that° "Since the Wage Tax
- was adopted in 19&0 the Pennsylvania Supreme Coert has upheld the
1aw and the United States Supreme Court has twice refused to hear
the case.” | _
| 'Now,‘i havevbeen e:memberfof this Organization since
its inception and I‘dotknowﬁthat the‘ﬁnited‘Statestupremepcourt,
declined‘arhearingrorirefused a writ of‘eertierari’in,tne one case

‘that was presented before»ite Now-whether or not~MrstBerger§tthe

Solicitor is confu31ng this with something else, I do not know, but-_"

1 must say that only on one occasion has this Wage Tax, so far as
Philadelphia is concerned ~been before the United States Supreme
Court and the hearing was refused. _
| He further goes en to say;}and I am quoting now from

the Camden Evening Courier of Tuesday, May 13th' »"Mro'Berger
’noted that the Yard has come within the City?s Jurisdietien because:
the City supplies fire protectien, sewage disposal, water and
'ﬂtrash collection.- o '

| | 1 checked very, very carefully en that point yesterday
with the Yard offieials and I find that our trashuis taken to
the Philadelphia incinerators by United States employees and a
flat charge is made for weight of a11 of that ‘trash which is
’delivered there and that payment is made by the United States

’Government; What amount of water we receive from them is also

billed and the United States Government pays for that water which

»185‘
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‘ iébéubplieda' The same applaes with regard to sewage d13pesa1 and ‘
in fire pr@tectien - well newg fire pfetection - I have seen several
-pieces of fire apparatﬂs within the canfines of the Naval.lase butf
thefe is not one ﬁiece of that épparatﬁs that-has oﬂ it thé'Wéfds;
"City 'of-'éhilade'i:phia”.; - It?'s all United States Navy lepartment |
{thtougheut the . Navy Yardo And the only fire protect1on which they
can claim is a reciprocal arrangement in the event ‘that a fire.;: B
shenld take place in the Base beyond the facilities ‘of the‘Yard
'people and then we could call on Philadelphia, and vice versavw
should Philadelphia be in a positian where she. needed more heip;
‘the United States Navy lepartment Ship Yard would provxde that
,sefvice, |
“I ¢an rememberg not. quite a few years agog a flre .

v“%aking place within the confines of the City of Phiiadelphia but
'outslde the @cnfines of the United States Naval Base ='it was on
the PenasylvaniaﬂRa:iréad'bréperty; ThevnearéSt fire department
tb*tn&t,particﬂlar fipe'Was'thé'NavybYard_and9 ﬁithéut any ?ifwing”v
Mand-ing®™ or "butaing”,,the Navy Départméht ﬁent‘andipﬁtv@ﬂt_that}
rire. - . o C ‘_,‘ S | o

:;ilaﬁgmgrely Qﬁétiﬂg these to éﬁdw_that;ﬁheﬁ they‘ciaim
' ‘that they give ﬁs these sefviegsg thésg servicesgéﬁe'paid far":
separately by the United StatéélﬁévernmentAia ﬁhéif}entiﬁé@§a

'I:WGuidllike to take ué'thé'péint'éfIWréngfui arrests
and perSeéﬁtibn because l~refér‘£¢.Wv§ﬂgfaL arrésﬁiand:befsecutiéﬁ'
in bﬁe:and the'same'light;"in 1§h8; a‘man d6wn there who was not
in too goéd'health was arfééted for thé}néﬁépayméﬁtmétM“it ﬁay be
the more Iegal term t@ say failzng to file a. Peturno Howeverg he |
was taken from his place of emplaymentg-was left in Moyamensing

Jail over night{dQSPite his protests that~he»was paid up in his
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taxes, The man to whom I am‘referring is a Mro Dﬁr‘hamo ThiS’
happened in 19&8 He was refused the right te use a phone in erder
to call his wife and he was kept in Meyamensing Jail over night9
without even a cet to 11e down onﬂ and was held there until the fol-
lowing_morning:when his Wife eeme”anq.presentedgthe reeeipt showing
that Mfgrburhmenfs texes Were-paid'up tedate° Mr, Durham thought
he had a case of wrongful imprisonment and ‘he went to a New Jersey -
Iawyer by the name ef Mr. French - perhaps you gentlemen may knew |
him - and Mr.. French not being Iicensed, shall 1 say if 1 may use
the tenm, to fight this in Philadelphia passed this matter on to the
firm of Paxson, Kalish, Dilworth and Green te institute preceedings
in the federal courts...And‘under-date‘of_September 30, 1949, this -
»partieuler firm of laWyersvwfitee~end says: "I wrote yca asking
that you contact me- with reference to Mr, Wernick“s petitlon to
reopen the City Hall case agalnst you. As yety I»have not heard
from you. It is extremely 1mportant that. you gei iﬁ tench‘with me
‘as soon as pessible s0 that I may know what actien you desire to
'take and what p951tlen you w1sh to play in the mattero‘ Very trulyg
Marcus Maneff.. ' ‘_ | o -
~-Newyjl'am only readingathat te'give'yee how long this
has been coatinued; In the case of Durham vs. Del Rossi and Julian;
civil Action No. 8839 - this is January 7 19492 "Tnis is to
inform you that 1 have arranged to take a depesitien in the above
entitled matter en’Friday,vJanuary 21, 19&90" Signed again by this
man,'ﬁanéff;j ,, o | ‘ ’ |
This case up to the present time  has never been brought
to light. It is stzll 1aying semewhere in the federal court
plgeon-holes. As a matter of fact9 the two people mentioned have

passed eﬂ;nZThet“s whatrhappens,, 1t went from that firm,,the_
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D:Iwor‘th :f‘ir’.mg on to the McBride .fwm,' But it d@esn"t matter whe
it goes tog 1t"s still hanglng up there,v -».7 |
We also have the case of a Mf, Leyden,, 1‘Wou1dviike“

to bring this to your attention9 Mro Chairmang and I wauld like to.‘;

\

perhaps show you some of the decuments, This to me appears more
likeg if I may use the term witheut giving @ffense9 legal skulldaggery,‘
'that”s what I weuld term it, I“m reading frem this plece of paper 3:"5"
and it saysa April Term of 19575 No. 2@ Municipal Ccurt of . |
Philadelphiag City of Philadelphia vsa J@seph Js Leydon - Ball $300,?
. That“s on that page,  On the oppesite page it has the same thing -
again, excepting that there”s a date here,_the Sth of Apr119 1958 -
‘the 7 has been stricken out, the printed 79 and 3 has been put ®n .
by the typewriter, New this was supposed to have been written in.;f-'v
April of 1957. A man by the name ef Mr., Jeseph Leydon_w let me‘ .
 read that Just a moment »‘"We command you that you take Jaseph J,
Leydon, 21A West Holly Avenue, Oaklyn, New Jersey, and Philadelphia
Naval Ship Yard, League Island, Pennsylvanias Defendant, if he~-
shall be found: in yeur ba111w1ck and him safely keep untzl he
shall have given bail or made deposit acccrding to Iaw, 50 that he bé _
and appear in ear Mﬁnicipal C@urt of Philadelphia On the first -
Monday of May, ‘next.” R | “

~ Nowy I don“t know which date applieso, Vt99»§7 6n ﬁhétu?ﬂ
side and 58 on that sideo: But Mra Leyden appeared before the taxing'
‘authorlty'on the thh of April and ‘he paid thgse taxes m'at Ieast
‘..the receipt4is datethhevahth, He had a check which had beenv';
cénééiled‘Aprii 8£h;“i957' Unfortunatelyg when Mra Leydon made
these payments there was a small balance which he had overleeked @f
$& AO in making these p@yments. I am referrlng naw to April of |
1957,_‘1n_1958 this,‘whigh was,griginally.issued;fer tpe term»af.
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“57, was presented te Mra Leydon and he was taken bodily t@
Phlladelphia from the Yard for the munificent sum of $li. AOQ increased
by various additions t09 to $3h 60 all tOIdo | ‘ |
Mrg Chairman9 1 suggest to you that if they W111 go to the
extent of using what to me. ldoks like a spurious document te ccllect
‘$hou09 1 think that would-cemeg sar, under the.verbage of persecutiené
“May I put these before you, sir? _ :‘d _ ‘, i x
vSBNATOR DUMONT ¢ You certainly may. Mra Whatmough; do
you want these made a part of the recerd or do you want them back?
Do you want them returned to you today or do you want them entered
as a part of the record of this hearing? | | | | N
-'MR,-WHATMOUGH° Well, if they can be retﬁrned to me, sir;
at a near future date, becanse after all they are really not my
,prepertyg I would apprec1ate thato Under thevcircumstances they
are very valuable documents to Mr.o Leydone | o o
» » ‘ SENATOR DUM@NT° You would like to have these copied
and made a part of the record, (See;ppwa80aA3r81=A,c82qA- 83=A)
MR. WHATMOUGH° 1 would appreciate it verys very much.
SENATOR DUMONT°Q The members weuld like to look these
over., In the meantime, you go right ahead9 sir.
= MRo»WHATMQUGH: The Clty has alsb stoeped so low that
 the widows effbeeple who”havegpassed dnvhave received Ietters
frem’thektaxingfanthdnities qf'Pﬁiladelphia telling them thet_
their‘departed husbands. owed so much money andntnat they sheﬁldi
take'the neceseéry-éteps ﬁoepey.> They have.asked even how much
they were insured forg who the undertaker was. That"s just an
example of these people trying to cellect this tax,; Is it any o
'wender that we are incensed against them? Is it any wonder that
we don"t know which way to turn in order to get some felzef from E

this sitaation?
. . 22-
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I have brought‘with me, sir, two people who ha?e seen |
the inside of Moyamenaing Jail, I have alse brought with me ‘another
prisoner who was treated somewhat differently, Instead of him beingA
escorted hy the police, etc., to the gate and ‘turned over to the
authorities Q I have brought along w1th me - Mr° Thompson who, on this
occasion, shall 1 say a;most had a d1stinguished visitor'®s guard“=
he was.taken out with some gold braid in the United_States Navy
Station Wagon. - But he was Mr; Thomoaoﬁ who is the victim iﬁ this
Test Case. Mr, Thompéen,tWould you.careeto arise, please?/

(Mr. Thompson arosec)'}Seated oo.his right,'Mro-Chairman, is Mr,
George Fries, Secretary of our Organization, who knows what the
_inside of Moyamensing Ja11 is, and also Mr. Fred Devine, here,ve
also knows what the inside of that Jail is. These people, sir, were
arrested immediately, or almost immediatelyfafter the Test‘Case
hearings Weretheldjin Philadelphia, and I don”t know whether you
will have time to hear them or not. That's entirely at your
discretion. , ‘v

' SENATOR DUMONT: - Mr, Whatmough, we have a schedule
to follow this morning but this afternoon it iooks,like»We might
have time because of the fact that some offthe;witneéses who have
been asked to atteod have. sent statements rather'than'come in
person. Naw; the only question is ~‘wou1d you and the gentlemen
with you, and we are glad .to see all of you here todays care to
wait until this afternoon? , ‘

| MR, WHATMOUGH" If it's agreeable to them.

SENATOR DUMONTG Then'they_can testtfy this afternoon,
I thiﬁk if they care to. We do have some others'from outside
New Jersey and we don't want to delay them unnecessarily° You

- go right ‘ahead and finish your testimony°
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'MR; WHAIMOUGHg The only thing thai‘l,waula like to say
in coﬁcluéiansir,»isTthat we.areva group ef.people'and-We are not
too much endowed with that,mOney which is necessary‘to ge in.td
vafious‘coufts of law and’we are hoping; sirgrthat thfough yeﬁr
efforts here you will be able, or our own state may be able to

come to the assistance of‘these taxpayerso. Whether they are on the

border of the Delaware River, whether they are on the borders of

the Hudson River, or the lower p@rtion of the Delaware R1ver,vlido
think and I earnestly entreat you, sir,. that the State of New
Jersey should place the whole of its resources in order to protect
our own citizens from these grabs at our pay pocket week after
week or month after month. | _ |

| 1111 read, Mr, Chairman, if 1 mayg.theielosing‘paragraph
in ﬁy étatementa On behalf of the Wage Tax Protest Leagueg I wish
to thank you, sir, as Chairman of this Commission, and also your
colleagues for giviag us‘this opportunity of presenting our case,
Your kindness and fdrebearance,isgreatlyjappreciatedo Thank you.

SENATQRaDUMDNT: Any-Questlons by members of the

Commiss ion? u B R |

. DR.’ STRAYER2 It seems to me that there is a distinction

between the Navy Yard case and the general applicability of the

wage tax to nonmresidentsa
MR, WHATMOUGH : Undoubtedly, ‘
| DR;LSTRAYER;‘ I think this point must be kept in line
in this particular case. "
-MRQ”WHATMOUGH“ Yes. 'I‘agree‘wilh,yoaithereob This
is entirely a case within itself. . |
DR, STRAYER° The Navy Yard is separate from the

general applicability of the wage tax on nonaresidentso

,gu,
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MR. WHATMOUGH° Ye‘s”,"bﬂt ét»-thefsame time x%eé?wauzcri'iike' o
it clearly understood that We do not like the thought that all those
'peopie traveling across ‘the river working in private employment
should also have»to-submit to this seizure«of meney. We are stillg i:
of ceurse, hoping that’ the whole question of nen»residents wili be
“decided in favor of eur New Jersey residents,’ - RO
| 'SENATOR DUMONT:  Any other questions? Mr. Miller?

MR. MILLER° 1 would like to return to Dr. Strayer's
point, Mr.»Whatmeughg if you please. We'have received a statement
from Mayer Richardson Dilwerth of Philadelphia, which will be read
into the record later this afternoon. But he makes two broad points,
one is = aad this is the‘maJor partrof hisustatement,va the great
services, many mun1cipal serv1ces the City of Philadelphia reﬁders
'to non~residents and residents alxke, to thcse who work there and
“to these_who do business there;usecondly, that the City, because of
the'QCStiof these services, very desﬁerately needs to have the
révenues.from the taxation of non~res:dents and especially from the
sbrbceeds’of the wage tax which he saysg yom may be 1nterested to |
know, is "fair and equitable . | | | |

| .l wonder whether yoﬁ WOﬁld_eafe to cemmentvon'these";'
arguments frem yeur point of view, | | | |

- MR, WHATMOUGHo Mr,,Chairmang my local body is despera,i
ately in need of money to carry on- its services., Our'ewn state is
~desperately»in,need ef'meney torcarry en its ewnléerviees'hereg’.
"MuSt we go andvaSK-sbmeéne else~texhel§ psy»te-mee{ éuf obliga-
tiens? 1f 1 travei from here to Indianapolis or to Geergias or
any ether part of the u8 states @r its two territeriesﬁ da I not

~receive the seme services in these,varieus remote parts of the
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United States without having someone pushing a box under my nose _—
B in order to pay semething. If Mayor Dilworth were here now and

‘he wishes to use the facilities of our State, wnuld we expect

Mayor Dilworth or anybedy else to, let me use>a Ioealism, Chin'

in, in order to have the use of those facillties? Thésé faéilitieé,

Mr. Chairman, are open to all the people Qf this ceuntry, regardlessv_-v

of where you go. You have people on this side of the river that
re51de on that side of the river and it”s all right if they w1sh to.
use the water, or they'wish ta use our highways, or have occasion |
to call on your police. Do ycm submit the- question to them - are
yeu a resident of New»Jersey? No, sir. Those things, Mr.vChairman;‘
‘the broad . acceptance of those services is- univerSal all over°
"L haven’t had time to read the Mayor’s statemente
MR. MILLER° Yeu’ll see it in teday's newspaﬁer,'sir.
May I ask a fﬂrther question along the same Iine? Am I correct,
Mr. Whatmough that your view is that the City of Philadelphia ,b
4daesn't provide any more services to those who work there ‘and are,.
ftherefore, subject to the tax, tham'it does t@ any other non-vf
‘resident who happens to be in the City for purposes of pleasure
‘”or buslness? | N _ -
| "5MR; WHATMOUGH:TFNéne whétééevat;..Néﬁelwhatééé#er,'
MR.,'MIL‘LER' "’wféuid you 's'-ayithat -tndée‘whé’wérk tnefe'
actually contribute to the City mcre than other non»residents?
| ‘MR. WHATMOUGH' Undoubtedly, insofar as while they are
over there they are purchasing.. Fargive me if 1. say so; but I
feel so strongly on . this point that fcr the. 1ast ten years I have;
not spent a nickel in Philadelphiay nor will I do so., 1 make that .“
“public statement, But there are people whe travel inte that City |

from thefMew.Jersz'side and in the course of theirdtravel»to their
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place"of'empldyment they‘apend‘money, they will go somewhere to eat,
they will purchase all kinds of things. By the ‘same token; would
you put lt this way, those people who go from New Jersey into -
Philadelphla on the busses, who go there te visit the stores, who
go there to visit the places of amusement, etc. - would you put it
this way, that lnsofar as you are using our facilities you must

pay us somethlng for that. Now«immediately when you do that, what
happens? Well the people will say, "It11 go somewhere else for it."
As a matter of fact, it is on record that the City of. Philadelphia
has been trylng to have the Clty of Camden, New Jersey, declared as
a suburb of Philadelphia so that they can tax: $50 OO a bus for every
bus that,goes,inte it. Now, of course, that doesn't concern this
CommlSSioh but that is the point to which they are gelhg.

»,SBNATOR DUMONT%I:Any farthernquestlenS? Mr,vwhatmeugh;
how many residents bf,New«Jersey would you estimate'WOrk‘in the City
of,Philadelphia‘and, therefore, are eubjedt_to_this wage tax by the
City? . o L : :

o »°MR; WHATMOUGH ¢ 1 would estimate, Mr., Chairman, - you
are taking now all. of these, - regardless of whether federal employees
or == | | . .
SENATOR DUMONT ¢ Well, could you break it down between
the number of residents of our State who work in the Navy Yard
and those who work in the Clty of Philadelphia outside of the
Navy Yard? | o
“IMR.'WHATMOUGH' I would say approximately 1500 |
residents of New Jersey work in the Navy Yardo
SENATOR DUMONT: Now, do any of them technically set
foot on the soil of Phlladelph1a in getting to and from their

residence in New Jersey and the Navy Yard?

,27m
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MR WHATMDUGH°  Techn1ca11y9 since the opentng of the
,Walt Whitman Bridge, a group weuld have the use of the street from
‘the bridge approach up to the main gate of the Navy Yard.

SENATOR DUMONT: But those who g@ by ferfy?

¢VMR& f?mTMOUGH? In no shape or form do they every touch

any part of the City of Philadelphia. ‘
 SENATOR. DUMONT°S And how many of those ;, hcw many are
there wh@.use the ferry te go. frem Natienal Park or some other V
place _— L o _ | .
 }MB; WH$TMbUGHﬁ 1'wéﬁlé ééyAappr¢xima£ely'1§O©O-to;1200..
~ MR. FRIES: I would like to answer that question, Mr.
Chairman."fhe fééent receipts from!thé ferry boat sﬁew ‘that theré B
are about 2200 now crossing the river°  I enly asked that questi@n
“the other night of the owner of the fefrya‘
' SENATOR DUMDNT=  And none of those 2200 technically
set footién ihe’soil-Of Philadelphia'infgetting from their
residence over to the Navy Yard and back home again?
| ;4MR.iFRIE§:,"Thatﬂs correct. .And 1 wculd say that
another thousand probabiy use their cars and ride over to the
Navy Yarq. T |
,;' SENATDR DUMONTD Ncwg how many are there, aside from
the approximate 39000 there who work in the Navy Yard and either
go there by ferry or use . their cars, ~ how many ether.residents
of New Jergey§ approximately, Wérk in the city 6f ?hiladelphia?
»"MR~ WHATMOUGH: Oh, 1 would make a rough estimate
and say anywhare from 15 to 20 thousand, That's eavering all
your local private employees, : ‘f‘ ‘ .r_i
| SBNATOR DUMONT° And the magority of those come frem

'Camden, Burlington and Gleucester Coun’tws° wculd that.be correct?
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'MR. WHATMOUGH: I would say sg".
SENATOR‘DUMONT: Any other questions? Mr. Alito, any
questions? o | - |
MR. ALITO: No questions. |
'SENATOR DUMONT: Thank you very much, Mr. Whatmough.
And if you and your associates will‘Stay until this aftefnbon, we_‘
would like to hear particularly fﬁom‘Mr, Thompson whq is the subject
in the ThomPSbn Case; |
© MR. WHATMOUGH: Thank youy gentlemen.
SENATOR DUMONT ¢ Thank you.
Assemblyman John R. Brook from New York State.
Assemblyman Brook, we are delighted to have you here and we ap-
preciate your taking the time to come here. Assemblyman John R,
Brook from the 9th Dlstrict, New York Countyo | |
~ MR. JOHN R. BROOK: Mr. Chairman and members of the
Comm:sszoh on Out-of—State Taxation of New Jersey ReS1dents. First,
let me say it is indeed.an honor and a pleasure to be here and
appear before you and be permitted to éxpress mylviews and I want
.to thank you very much for the opportun1ty. Now; I appear before
you in my own individual capacity9 I express my own personal viewsy
.and my comments and views are not to be takenvqs that of the State
of New York, elther the administration or the Legislature.
I first becamevinierested in this subjéct‘matter of -
taxes on nOnAresidents in 1952, Frankly, I'm.indebted to the
New York Telégram_and Sun for that because thefe was a repdrtef
by the name oféJerry King;waqﬂcalléd my}atteﬁtién to a number of
.specific instaﬁces With‘réfereﬁ¢e to New York State taxes on non-

residents that had come to‘his attention., I looked into the matter~a}
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and my interest was whetted by the fact that there saemed to be an

apparent discrimination against nonwresidents in the application of
our New York Stata Income Tax,v

Now, your Chairman has very kindly suggested to me that
I attempt to give you an appralsai‘of‘the lagislative‘situation in
NeW‘York}State on this very broad question and I Say”kindiy” beoauéa

it is always nice to have some suggestion made whereby you can

~ 1imit yourself to a specific element of such a broad subject as

out-of=-state taxationgf ,

1 am'told,tha; yoa can't utter the word "fairness" and
"taxes™ in thé same braath, Howaver, I.rafusé to admit that a tax
statute cannot be so drawn a8 to > permit fair and equal treatment
to all individuals and all taXpayefa;~irreépéCiiVe of their par-
ticular residenca;' I also refuse to admit = or rather, I refuse
to support or approve. of any tax law which will discriminate on
the basis of the residence of the taxpayer.

Now, in the course of my research I discovered that

there are approximately 174,000 New Jersey residents working. in

 New York and‘producing from New York a total income of a billion,

ninety-seven million dollars. I discovered also that all non=-

residents working in New York total approximately 21l,000.=

these figures may be of interest to you - producing a New York

income of approximately a bllli@ﬂ@ four handrad million dollars.

The total tax dollars paid in the form of income taxes for all

-non-residents working in the Stata of New York is approximately

$3l million, of which approximately $23 million is paid by New

Jersey res;dents.'

Now, when I introduced legislation first in 1952 and

then repeated in 1953, 1 then recognizad the impracticability of

. .eg_,o-,._, |
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releaving all nonwresidents from the 1mposltion of all New York

- State income taxesg but I felt that a step forward would be accom~

plished if I could achieve for non»resident taxpayers equal treat-
ment with residents in the allowance of deductionso My legislation,

therefore, treated solely with that subject° This year I want to"

v‘again~introduce the samebillo I was informed by our Tax Commission -

that it would cost the State of New York approximately four andma,wf
three«quarter milllon dollars° | " . o
| You are aware9 I am sure9 that our - two Governors and

the Governor of Conneeticut, have appolnted a three=man committee

to study this ent1re subJect matter,. Personally, l thought it was IR
a little foolish on the part of my Governor to go into a situation 3

' such as that when ‘we have two states that don’t 1mpose income taxesd e

but do have approximately 200 OOO non=residents working in New York o
and New York does. impose the income tax on all of those non- |

residents° 1t is rather obvions to me that the report will not be

filed and made available to the public prior to this fall’s election,

and it is Iikewise obvious to me; at leastg that when such report

xis filed'the-majority of that eommittee will recommend that the

State of New York should treat non=res1dents more equitably than '
.they are treated under our present Iaw and pract1ces° i

Nows in each of the three years that 1 have introduced “

. my leglslatzon the bill- was referred to the Ways and Means Com~Vk'

mittee which failed to act upon it favorablyae I am certain that

the greatest opposition comes from the. New York State Tax Com= ”

mission, primarilyg and Iam also just as certain that the reasonA

for the oppositlon is loss of revenueo s

I can say bluntly to yon, and of course this again is

my own personal oplnlon, that there Will be no b1119 the enactment

A '
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of which will result in the less of $3A mlllion of revenue, benefit-f

~ing solely non-residents and, therefore, nonevoters in the State of

New York,-w'ne such bill-will ever be passed, Certainly it won’t be

passed ‘until the states of New Jersey and Connecticut9 along with

,Massachusetts, Vermont and Pennsylvania9 impose similar taxes on

the same number or nearly the same namber of residents of New Yerk
who might work in these states° H

Now9 the suggestien I am go1ng to make or the thought
I am going to express now I know is abherfentte a lot of New Jersey

residents but I have teld seme of my cenfreres in the Legislature

~ that we ought to look forward, that it is not beyond the realm of

possibility that the states of Connecticut and New Jersey might at
sometime in the future impose e_teﬁ, Whether_it be*eﬁ:inCSMe taxy
upon tﬁeif ﬁéﬂ-resi&eﬁts ¥ by ihe@'I'Qeanimeﬁ_Yefk;fesidents7wefking“
in both ef‘these‘states;v And:if‘yeﬁISheuld-sten&’in'the.PeﬂhsyIﬁaﬁia‘
Station at 8 o cleck 1n the merning er at 5 e”clock at night9 or

in the Hudson Terminal,\or at the ferry docks, yeu will be surprised
and amezed at_theunumber of New York residents,that Werk in New;
Jersey. 1 am told byseertainfmembers;ef thé'Pertsef Nevasrk ;

Authority that the amount 1is almost equal. ‘Ifaeﬁbt~that”very much

"but I have no speeifxc figures en it. Seg I have cautioned and

suggested that we might be more eensiderate ef the nen«residents who

contribute to our economy in- New Yerk State at the present time and

~attempt to give them some relief in view ef the fact that at the

present, in my opinieng.they are not so fairly treated'as reS1dentSv

e | T 7.. . o . ,
eeﬁewemyefrieﬁds}-at-times;‘are eritical of ﬁe fér,havinge

taken up the torch for ﬁeneresidents snd jekiﬁgly reﬁind me that”

there isn't a New York vote;iﬁ s carload eflthemp‘.Bet when 1
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approach them from.the standpoint of feirness and egual»tfeatmentg
they are extremely sympathetic‘toward my eff@fts, The average
American Citizen; in my opinion, is a»fairaminded individual and
believes in equal treatment for allov And 1f'progre35-is io»be

made toward more equitable treetmeﬁt from the'NeW‘York Stete stand-

point then the appeal should be toward that'particﬁlar type of

Whenel first introduced the bill in 1952 and again in
1953, 1 received a number of communications, not alone from New
Jersey and Connecticut residents but from New York r'esidents°~ One -
in particular 1 recall. He had had extremely large medical
expehses during the immediate past yeaﬁ'aﬁd he said that his situa-
tion was this, that'both-froﬁ choice and frem necessity he was
moving_ffdm New York to New Jersey. He said that he consulted a
tax expert and feund,ito'his'amazement; that his tax bill as a non-
resident was going to be $300 mcfe-thén it was.as a resident of
the State of New York. He still, éf'eéursé,'retained his position
in New York City. _'

I received many communications from'cther New York
residents who have friends and'relatives in both New Jefsey_and
in Connecticut and they pciﬁt 6ui to me that it isn't quite true
to é@y that there is no appeal to Suppértimgclegislatien such as
I have because they are influenced to some extent in the fall ef
each year, or every other year for that matter, as to hcw they
vote and what candidates they will support.

‘rg-NQW§¢I;am~not unmindful of-the~fa6t’thatgif New York
State loses four and three quarter million dollars annually, that
four and threemquarter million dellars will have to be made up by

an increased tax burden,upcn the residents of my State. But
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four and three-quarter million dollars is a mere‘drop in the bucket
in a budget of over a billion dbllare;>and I venture to say that
with fairer treatment to noﬁvresidents_more of such non-residents
will find work and employment in New York City contrlbuting to the
economy of New York City and creating more tax dollars, perhaps
even enough to make up the difference.- v |

| *Now'it'has'been suggested to me that it wouid‘be unfair

to New York taxpayers to allow the full amount of all deductions

'allowed residents when in a great many instances only a portion of

the total income of nonaresidents is earned in New York State.
Because this suggestion.ha59 in my opinion9 a certain amount of
merit, 1 propose next year to introduce a bill which will allow

to all non-residents that prOportioh Of_all of the dednctiOnS‘that
their income in New York bears to their,unearﬁed income which would
have its situs in'New'Jeféeyov In other words, if an individual |
worked in New York State and had avSalaryiof $6,000 and had unearned
inCome of $3,000>in New Jereey or Connecticut then they would be

‘permitted to take two-thirds of all of the deductions. At preseht

there are only bLrof 2 they can take and then they must be related
to New York, New York charities or to deductions for expenses
that occur in their business, or $500o And; as_in the instance’
that I just told you aboutg‘moving fyo@ New York to New Jersey
wouidvcost this one particular taxpayer $300. -

I am not.en,advocate}of a;repeai of all taxation on
all nonureSidents° Non-residents working in New York‘are the
benefieiaries;of course to a lesser extent than residents are,
of the pubiiC‘éefvices furnished by Nevaork and pfovided for

the benefit and protection of all citizens, equally. The police=

man on the street doesn’t inquire as to the residence of a
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'.ductions allowed to residentso

particuiar individual that's about to be robbed before he attempts

to protect him; nor doeé the firemang‘neithér'do the park atteﬁdants,

the attendants ‘at public beaches9 golf courses and @ther recreational
facilities; our museums and ether culturaﬂ centers are available to

all, equally; and the roads are available t@ al:l,g equally, and

bdisposal facilities. And:it is only fair that where there is a

benefit there Shéuld be.seme assumption of thé'burdén t@lpay for it.
”qug-l.d@:know thét there‘are'a great maﬁy‘reSidents
from Connecticut énd New Jersey and éther statés thai-enjoy these
same benefits withoutfhaving to_pay_any taxes becausé Lheyndon“t
work in New York. But, of course, they enjoy them to a much lesser
exteﬁt»because.they”are only casual visitors to New York, whereas

the worker in New York Wﬁéiis a non-resident is there daily through

the wéekd

- Now, 1 feeigin_conclading my appraisal of the_legiSld&

tive situation in New York, I can make these three comments: At

present an outright repeal of New York State Income Taxes on non-

residents is impractical and impossible, certainly at this time.

2. The possibility is remdte’thét the iégiSiature
will grant to non=residents the right to take 1007 of all de-

3., That there is a fair p@ssibilityg based upon the
right of all citizens to equal treatment before the Iawg ‘that
some legislation might be févbrébly]cdnsidered‘whiéh would grant
non-residents the right té take deductions in préﬁdrti@n.n all of

the deductions in the proportion that their New York income bears

‘to their unedarnmed income or their New Jersey ip@émep

J.NCW;fI can’t say that upon the introduction of my

Iegislatibng either in 1952 or 1953, or in this year, 19585 there
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‘was created any great amount Of.Suppdrt fér ité As 1 said, my

friends say; "If you rel:eve non—residents ef some of their taxes

that means‘that we have to.pay m@res: Welig immediately that

- might péésibiy be true, but‘l”feel that in granting to nen~residents7

' a better break, more equitable treatment in the application of our

-present tax laws; we will eventually:benefit:by_it = New York will

eventually benefit by it and that there will flew'baek'tovNew;
York an equal amOunthf}tax dollars through, perhaps, the greater
effort made and the greeter contributiens made by non-residents
toward the economy of New York City;of New York State, thus creating i
greater tax dollars. o | '

T want to point out in concluding that the ;fWi';fmf
bill that I have 1ntroduceq in the past will, in aceordanee with
the eStimate'made by our Tax Cdmﬁiésiqn; cost the State of New York
four ahd‘three»Qﬁarter million dollarss that the bill I propose té"
introduce this coming year Wiilvnét cost the State quite $6 much
Eecause'there‘willbnot beva116Wed the full amount of all the
deductions, which my present b111 does. So, I cannot estimate, I
cannot get an estimate from our Tax CommiSSidn beeause we have no
knowledge whatsoever of the amount of income unearned by New Jersey
reSIdenteo | | V‘ '

Again let me expressvmy deep appreciatien for your
permitting me - to appear before you andexpress these views, 'l
have enjoyed it very muchoL I enjoyed also Iistening to the pre=
vious gentlemen here andD if 1 mightg 1 would like to sit back
here until you conclude for the‘lmnch h@@r beceﬁse I do find it

s0 interesting and because I am so deeply interested in it myself.,

Thank you very much.

SENATOR DUMONT° Well, we are very grateful to you for
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com1ng ‘here and we will be glad ta have you stay as Ieng as you
M‘MRabBR@éRQ 1 will be glad to answer any qﬁestien§,
'F§ENATGR DUMONT; It is very;kind of y@ﬁAte‘eeme here
and-éxpress a very honest énd f6rthright 6pinién‘about thié matter.
Now, are there any questiéns by any mémberé:éf thg%Cémmission2
Assemblyman Haines? 7

“MR., HAiNES° 1 would like to ask one. . Those citizens
‘that live in New York and work in New Jersey, hey have to. pay
a New York inceme tax on their earnings from New Jersqy?

'MR‘.BROOK" Yes, sir.

SENATOR DUMONT Any other questions? Assemblyman
Elmer Matthews. | B o '

" MR. MATTHEWS: Assemblyman Brook, I am from the
northerﬁ part of New Jersey and a great pumber éf'the constituents
in my County are commuters to_New_Ybrk and are people vefy greatly
affected by the New York Staté Income Tax, I am very, very interesigd'
in what you prefose to introduce in:thg‘next sessien'of the New
York State Legislature; the bill that you propose to introduce.

I would like to know exaétly,mat it will tend to cover and how
it will vary or be different fﬁém the bill you put‘fdrth in recent
years. | | T | | | | |

| * MR, BROOK: It will be 'di‘fferenf; to this extent,
ASéemblyman,'that Section 360 of oﬁr_Ngw;Ydrk StatejTax Law,] think,

‘has something like 19 or 20 sub=divisiéns, each one of which pre=

scribes certain deductions that may be taken ffem gross income.

Section 11, I believeg éf that law, prévides that these deductions
shall not be available to nonmresidents unless the deductions,the

expenses or whatever they were, were in cannection with the earning
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of New York State income. Broadly speaking, that's what our

present law is. The final section, I believe, does allow all tax-

payers a deduction of $500.

‘Now, I propose to repeal subsdivision 11 of section 360
and, in its place, provide that non-residents may take any one of
the deductions but only in such proportion or to the extent that
their New York incéme bearé to their tétal income. In other words,'
as I gave you the exémple before;'ifzamah earns $6,000 in New York
but he has unearned income, the situs of which is New Jersey, then
he can take two-thirds of eaéh Of‘@he}deQuctions;

MR. MATTHEWS: Assemblyman Brook, I certainly admire
your candor in your testimonylbefqré“thisfCémmittee. It certainly
is a refreshing thing to hear. vThe thing that has concerned me
quite a bit, though, - we talk about New Jersey residents who
work in New York and they are paying this New York Income Tax but
that isn't the only tax, is it, that they are paying to the State
of New York or to the City»of New York? Aren't there other taxes‘
imposed? | S
MR, BROOK: Well, they pay a sales tax in New York
City whénever»they purchase anything there. I suppose, if they
have businesses there themselves they are paying all the other

local taxes that we have. If they own real estate there, they

-pay their share of the real estate tax. All of those taxes, yes.

But they are directly related to the earning of the New York
income and all of those would be a-proper deduction and a proper
deductible expense against their gross income.. |

- MR. MATTHEWS: It seems to me that. many of the
arguments used in favor of taxing the non-resident are based upon
the fact that the non-resident avails himself of the facilities

that are put forth for the use of people in the area. Now, in the
-38- ,






case of New York City;'l‘understand'that ihe-majbrity of the New
Jéfsey reéidénts who wdfk in New York wofk in.an area_betweenvthe
Battery and 59th Street - | ,» | | |
MR, BROOK° I would say that I think that is proper,
: MR;”MATTHEWS: = wouldn®t it be reasonable to say that,
even if Néw Yérk State did nOt tax the income of New Jersey residentsé

a substantial bit of revenue would $ti11 be derived from their:payé

rment of sales taxes or business taxes or whatwhavewyau taxes that -

they pay currently in New York?

| “MR. BROOK: I d@n”t think I can agree with yeu that it
would be substantial, Mr. Assemblyman° lf New Jersey residents pay‘
now $23 million, and those facts and fiéures came from hy:State
Tax Commissien == They have been making a study of thisol It has-
been going on for a good many year‘s‘9 for that matterc-sa I don't

think that the contribution made by New Jersey residents}in the form

of sales téxes and the Iike‘taxesg amﬁéement taxes, etC., Wéuldrmake

a very large dent in that $23 million.

“"MR. MATTHEWS° Well, not necessarily in the $23 miilion,r

I don"t want to monopolize this questiening period either, Senator°

I am not only talking about denting this $23 milllong I%m talking

about the non-resident who works in New York and I“m,taiking about

the non-resident who shops in New York and pays your New Y@rk
Sales Tax, It“s my opinion, and I feel rather strongly abeut thisg
that the average non-resident who gqes»inte New Yark Cityg,every.
time he goes inrmakes some kind of contribution to the tax

structure of New York, either throwgh the sales tax or, in cases

of people who have busihess enterprises there, in the business tax

or what=have=yoﬁ tax.
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- MR. BROOK: I agree with vou, there are more taxes that
non-residents contribute than Just the»tai on their income earned
~in New York State, But I don't think - certainly, I have never
quavrreled with that, - if I go outside of New York City and pay
a tax which is a local tax, a muni@ipal tax of some kind, I don't
complain about that. 1 think:they are fairly treated in that re-
spect but 1 do feel that in @@nné@ti@n with the tax on the income,
when they earn the income in New York State and New York State does
have an income tax, they should be allowed a iarger,pérti@n of the
deductions, have more equitable treatment there,

. Now, let me just make one final @@mm@@t because 1
realize there is a certain,argument that can be used against me in
connection with what I am attempting to do in New York State for
non-residents, and that is‘that the full amount of the exemption
is allowed to ndn=reéidentsvné matter where their income is earned,
so long as any portion of it is earmed in New York State, which
would be $2500 for the head of a family and $1,000 or $1200, I
guess it is, individually, and $400 or $SOO for ea@h4dep¢ﬂdent§
and they could rightfully say, if I use this apportionment basis,
well, then, they ought to appérti@n‘the exempﬁi@no But I think
there is a distinction that can be made between the exempti@n and
a deduction, even though under an old Su?reme Court Case, I think
in the early 1920s, authority could be found for apportioning
the deductiéms; I don't think that we intéﬁ&'t@ raise that point
over there in New York and I do feel that within the last two years
there has been some real progress made in educating the public and
getting a different viewpoint on this subject of taxation of non-
residents. I have been im the Legisiature for 15 years and it

took me 7 years finally to get through some semblance of a form
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of permaﬂent personal réglstrati@n but I never gave up on ito  565 :
1 don't think that you can accomplish anything substantiai .Vef°
night hereg but your effortsg I am sureg are cantributing a gfaat
deal toward what I feel will be the ultimate smccess of what yeu: :
are tnyingfto ded,b,’ B |
s Agéin;;thank you very much; |
MR MATTHEWS° I am sure yeur eff@rts are helping quite
é lot tecg Mr, Assemblymano S |
| ' MR. BROOK: Thank you. | R
' MRa GLEASON»v Assemblymang y@u are familiaP9 I presumegv
with the fact that Delaware imposes a nonmresident tax but that
nonmresidents are treated in exactly the same manner as residents,f,“‘
full exemptions are allowed there75;;;v o | |
_,MR;jBROOKz Fuli exemptiensg righto B |
; MleéLEA§ON°“ One further questieng and ‘that isg have
you any indication as to what reception yomr pr@posed bill might
hope to have in the Legislature next year? In cher wordsg what
assistance we might get from Albanyo o

-MRQ»BROOKQ Wellg 1 think y@u wili get m@re assistance:p

'thah you dia. this year because this happens to be a gmbernat@rlal

electiono ,
‘MR, GLEASON: ~Thank you, Mr. Brook.
- SENATOR. DUMONT ¢ Just a minute pleaseg Assemblyman

Brébko Following up what Mro Gleas@a,was asking y@u9 do you think -

'that if9 for exampleg our Commissi@n were to make a trip t@

Albany durlng the early stages of" yeur 1959 Iegislati@n that we
couid»be helpful? or do you think that we Would hinder the |

success of your legislation?
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MR, BROOK: No, I think it would be helpful, Senator.

I really do. At the present time not too many of our legislators

are interested in the subject matters I will say this that before

I introducedthe bill again this year I spoke both to the Speaker

ahd»my Majority Leader and they thought that it wéald be a good

idea to put it in.

‘,SBNATOR DUMONT: When W@ald;yam_gaggeét would be the
best timé? I know yém have a compact legislative seSéi@ng usually -
you are tﬁfeﬁgh, I think, by the end of April or the latter part
0f_April,

‘MR. BROOK: March., N |

SENAT.R DUI‘*I(DI\I’I“'e March’« excuSe me. When do y@n think
it would be the best time for us to come to Albany?

“MR. BROOK: That is really a difficult questiéng Senator,
because not very much happens in our legislative sessions until
we adopt the budget == |

SENATOR DUMONT: That seunds'famiziaro'_

MR° BROOK: Wellg that's one contribution that I thiﬁk
Tom Dewey made to the administration cf the affairs @f State. He
moved thg fiscal year back to April 1st so that we are always
guaranteed that we will have a budget by April Ist, othe<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>