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ASSEMBLY, No. 656

TATE OF N‘E N JEZRSEY
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INTRODUCED FEBRUARY 10, 1972

Ascemblymen KEAN,) BASSANO,  Assemblyvwoman KLIIN,
Aszemblyvmen MERCK, WOODSON, FRUEKDLAND, RICITARD-
SON, L GOSTEWART, HICKS, HYNES, BAIIR, COLASURDO,
BURSTEIN, JACKMAN and OWIENS

Referred to Committee on Municipal Government

Ax Acer to regulate, control and stabilize rents in certain cirenm-
stances, ereating a Bureauw of Rent Leveling in the Department
ol Community Aftairs, and supplementing chapter 27D of Title 52

of the Revised Statutes.

Be rr uxseren by the Senate and General Assembly of 1he State
of New Jersey: "o

1. Thix act <hall e known and may be cited as the “Imergeney
Rent Teveling Act.”

2. The Legislature hereby finds and declares that a serious
public emergeney exists due to a eritical shortage of housing space
within the State and that sueh s<hortage may reach such levels as
to require emergeney regulations for the stabilization and control
of rents.

Tt is hereby declared to be in the interest of the health, safety
and general welfarve of the people of New Jersey to prevent in-
ereases in rent which are exorbitant, speculative and unwarranted,
which inereases are causing severe hardships upon tenants, and
to profect persous living in this Stafe from undue impairment of
their standard of living during the housing erisis,

4. As used in this act:

a. “lousing spuece’ means that portion of a dwelling, rented
or offered for rent for living and dwelling purposes {o one in-
dividual or family unit together with all privileges, services,
furnizhings, furniture, cquipment, faeilitics and improvements
connected with the tee or oceupaney of such portion of the property.

“Dwelling” means any building or structure or trailer or
Land u=cd as a trailer park rented or offered for rent o one or more

fenants or Family unit=. Fxempted From this aet are publie housing
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and dwelling space o oany anotel, hotel or any other premive
primavily serving transient guests, or tor commereial purposes.

e Multiple dwelling™ means any bhuilding or strueture of one
or more stories and any land appurtenant thereto, and any portion
thereof, in which three or more units of dwelling space are occu-
pied, or arve intended to he oceupied by three or move persons who
live independently of each other; provided, that this definition shall
not he construed to include any building or strocture defined as a
hotel in this act, or registered as a hotel with the Commissioner
of Connmunity AfTairs as provided in the *Hotel and Multiple
Dwelling Law ™ (P 1. 1967, ¢. 765 (105 :13A-1 et seq.), or oceupied
or intended to he occupied exclusively as such.

A, Tlousing state of emergeney’” means a vacaney rate of hous-
ing space ol lTess than H9.

)

e Vacaney rafe of housing =pace”™ means that percentage of
housing space available for vent to tenantsx which is unocenpied
and offered for rent.,

£ < Available for rent to tenants™ means fit for habitation as
defined by State or local housing inspection and health codes and
offered for rent.

o, *“Price index’” means the “consumer price index® (all items)
for the region of the United States of which northern New Jersey
or southern New Jersey is a part, published periodically by the
Burcau of Labor Statistics, United States Department of Labor.
The index to be applicable in any particular case arising pursuant
to this act shall be determined by the Burcau of Rent Leveling
created by this act.

5. Tmmediately after this act takes effect, the Commissioner of
Community Affairs shall determine the vacaney rate of housing
space from the latest availability statisties furnished by the United
States Department of Housing and Urban Development, based on
postal vacancies, Annually thercafter the Commissioner of Com-
munity AfTairs shall complete a Statewide survey by county, to
determine the vacaney rate of housing space in the State.

6. The Commissioner of Community A flairs shall report annually
fo the Governor the vacaney rate of housing space in New Jersey.
Within 30 days following the determination by the Commissioner
of Community AfTairs that there exists in this State a housing
state of emergency the Governor shall issue a proclamation
activating the rent leveling provisions of sections 8, 9, 10, 11 and
12 of this act in those counties where a housing state of cmergencey

exists,

Jo
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o Withon S0 dan s follovane o derermination by (the Conmn
stoner of Connmnnn Gy Moo that oo brovnangz Slate of cnergeney no
longer ext~t<inany connty, the Governor shadl pene o prockination
deactivating the rent Teveling provisions of seefions 8,9, 100 11 and
12 of thix act in that county.

A munietpahity may become exeluded from the vent Jeveling
provisions ol sections 8 00100 11T and 1231 the governing bhods
determines that o housing state of emergeney does not exist in
sard municipality, and adopts a resolution to that ceffeet, The zoy
erning body =hall hold public hearings priov to adoption of a
resolution which would exelude the municipality from the pro
visions of this act. Public notice <hall be given after publie hearing.,
have heen held and prior to adoption of a resolution excluding the
miunicipality from the rent leveling provisions of this act.

8. While a housing state of cinergency exists, establisliinent of
rents between a landlord and a tenant to whom this act is applicable
shall he determined by the provisions of this act. At the expiration
of a lease or at the termmation of a lease ol a periodie tenant, no
Landlord may request or receive from said tenant a pereentage
increaze in rent which is greater than the pereentage difference
between the price index 60 days prior to the expiration of the
lease and the price index 60 davs prior to the date the lease was
entered into. Tor a periodie tenant whose lease term shall be less
than 1 vear, =aid tenant shall not suffer or he caused to pay any
rent increase in a 12anonth period which exceeds the average price
index percentage incerease for the preceding 12-month period.

Any rental inercase, or payments of sums other than rental, at
a time other than at the expiration of a lease or termination of a
periodie Tease shall be void. Any rental inercase. or separate in-
crease i excess of that authorized by the provisions of this act
shail he void.

Any landlord seeking an inerease in rent shall.motify the tenant
of the calenlations invelved o computing the inercasc ineluding
the price index 60 days prior to the expiration date of the leaxe,
the price index 60 days prior to the date the lease was entered into,
the pereentage merease in the price mdex, and the allowable rental
inerease,

Pertodie tenants shall he notifiecd of their eurrent vent, the
current price index, the priee index 12 months previous, the average
price index percentage inerease, the average anmnal allowable in
crease, The failure of the Ladlord to provide the tenant with
this information shall make any inercase void, and the tenant <hall
recover any inerease paid unless a conrt finds that the omission

.
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was excensable takine info concideration the owner™ cood faith,
cducation and extent of ownership of property.

9. During the existence of a housing state of emergeney; a
landlord may seek a tax surcharge from the tenant hecause of an
inereaxe inmunicipal property faxes, The tax sureharge shall not
exceed that wnonnt authorized hy the following provisions. The
Landlord shall divide the mercase in the present property {ax over
the property tax of the previous vear by the total square feet in
the dwelling to obtain the tax inerease per square fool. The tenant
shall not be liable for a tax surcharge exceeeding the tax inerease
per square foot multiplied by the number of square feet oceupied
by the {enant plus a proporfionate share of the square footage of
the common areas, including hallwayvs and grounds.

Any landlord seeking a tax surcharge shall notify the tenant
by certified mail or personal scrvice of the caleulations involved
in compuling the tax surcharge including the present property
tax of the dwelling, the property tax for the dwelling for the
previous vear, the number of square feet in the dwelling, the tax
increase per square foot, the number of square fect occupied by
the {on:mi, fhe proportionate share of commion arca charged to
the tenant, and the maximum allowable surcharge. Failure of the
landlord to provide the tenant with this information shall make
any tax surcharvge void and the tenant shall recover for any tax
surcharge paid unless a court finds that {lie omission was excusable
taking into consideration the owner’s good faith, education, and
extent of ownership of property. The tax surcharge cach tenant
is liable for shall he paid in 12 monthly payments.

The tax surcharge shall not be considered rent for purposes of
computing cost of living rental increases.

In the event of a tax appeal, the portion of the tenant’s tax sur-
charge not heing paid by the landlord {o the government will be
held in a separate interest bearing account.

In the event that the appeal is suecesstul and.the tax is reduced,
the tenant shall receive 50% of the money held in escrow together
with the acerued interest of the total amount after dedueting all
expenses from said appeal. Payment to the tenant will be made in
the form of a credit against the monthly rent or a check made
payable to the tenant.

10. There is hereby created in the New Jersey Department of
Community Affairs a Burean of Rent Leveling,

The Burcau of Rent Leveling is hereby granted and shall have

and exercise, in addition to other powers herein graunted, all the

iv
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powers necessary and appropriate to carry out and execute the
purposes of this act, including but not limited to, the power:

a. To determine procedure for and to conduct a survey wliich
will accurately determine the vacaney rate of housing space in
each county;

h. To issue and promulgate such rules and regulations as it
deems necessary to implement the purpoces of this act, whieh
rules and regnlations shall have the foree and effect of law until
revised, repealed or amended from time to {ime by the bureau in
the exercise of its discretion.

c. To supply information and assistance to landlords and tenants
to help them comply with the provisions of this aect.

11. A landlord may seek a service surcharge bhecause of sub-
stantial increases in serviees, furniture, furnishings or equipment
he is providing. The county distriect court shall determine the
amount of service surcharge allowed, if any, after consideration
of the cost of the increased serviee, the necessity for the service,
the benefit to the tenant, the purpose of this act, and other relevant
information. In any event a serviee surcharge shall not exceed
1149 of the tenant's rent. Any landlord secking a service sur-
charge shall petition the court after serving notice 'fi"poﬁ the tenants
by certified mail or personal service of his intent to seek a service
surcharge. The court <hall give reasonable opportunity to be heard
to both landlord and tenant hefore making a determination.

12. A landlord may scek a capilal improvement surcharge for
any completed major capital improvement. The landlord shall
notify each tenant of the total cost of the completed capital im-
provement, the number of years of useful life of the improvement
as claimed hy the landlord for purposes of depreciation for income
tax purposcs, the average annual cost of the improvement, the
total numher of square feet in the dwelling, the total number of
square feet occupied by the tenant, and the proportionate share of
the squarc feet of the common areas charged 1o the tenant. In
calculating the capital improvement surcharge the cost of the
capital improvement shall be divided by the number of years of
usctul life of said improvement to determine the average annual
cost of said improvement. The total square footage of the dwelling
shall be divided info the annual cost of the improvement and
multiplied by the number of square feet occupied by and charged
to the tenant in order to determine the capital improvement sur-
charge. The capital improvement surcharge shall not exceed 114 %

of the tenant’s renf. A landlord secking a capital improvement



12
13
14

surehiavee wmay petition the connty district court, after fivst nofil'y
ing all tewnt= by cortified mail or personal service of his intention
to seek o eapital improvement siwreharge and the caleniations in-
volved in determining the sureharge.

The court upon setiing of a hearing date shall give reasonable
opporfunity to he heavd to hoth landlord and fenant hefore making
a determinafion.

13, Every county distiriet court shall have jurisdietion to hear
and determine an action, vegardless of the dollar aanount involved,
by a tenant against his landlovd to vecover rent paid in excess of
the amount authovized under this aet, to enforcee and assess damn-
ages for a landlord s failure to provide sevvices and to maintain
premises subjeet to the provisions of this aet as required under
a lease in order to avoid the purpoxe and intent of this act, and to
require the landlord to renew o lease or premises subject to the
provisionx of this act exceptl for good cause shown as hereinafter
defined. Fvery comnty district court shall have jurisdiction to hear
and determine an action regardless of the dollar amouunt involved,
by a landlord secking a service or capifal improvement surcharge.

A tenant or landlord may appeal a decision of the county distriet
court to the Superior Court, Appellate Division. ’

1+ Under no circumstances shall a serviece surcharge or capital
improvement surcharge be considered rent for purposes of future
rental increasoes.

15. In those counties where the first xurvey of the Department
of Conmmunity Affairs determines that a housing state of emergeney
exists, no landlord shall, after the issnance of the Governor’s
proclamation charge any rent in excess of what he was receiving
on January 1 of the vear this act 1s approved, except for increases
authorized by sections 8, 9, 10, 11 and 12 of this aet.

16. Any landlord re-renting a housing space during a housing
state of cmergency shall not charge a new tenant a higher rent or
tax surcharge than the maximuun he was permitfed to charge the
previous tenant under sections 8, 9, 10, 11 and 12 of this aet.

17. The owner of a housing space or dwelling being newly con-
structed and rented for the first time shall be exempt from the
provisions of this act. Any subsequent rentals shall be subject to
this act.

18. No action or procceding to recover possession of any house,
building, land or tenement leased for residential purposes which
s covered hy the provisions of this act may he maintained exeept

upon the following grounds as good cause:

vi
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a. Failure on the part of the tenant to pay rent due and owing
under the lease whether the same be oral or written.

h. The tenant has heen so disorderly as to destroy the peace and
quict of the landlord or other tenants or oceupants living in the
house or neighborhood.

c. The fenant has willfully or by reason of gross negligence
caused or allowed destruetion, damage or injury to the premises.

d. The tenant has consistently violated the landlord’s rules and
regulations governing said premises, providing such rules are
reasonable and have been aceepted in writing by the tenant or
made a part of the lease.

e. The tenant has substantially breached or vielated any of the
covenants or agreements contained in the lease or the premises
where a right of reentry is reserved in the lease for a violation of
such covenant or agreement.

f. The owner seeks to hoard up or demolish the premise because
he has been cited by local or State housing or health inspectors for
substantial violations affecting the health and safety of tenants
and it is cconomically unfeasible for the owner to climinate the
violations.

¢. The owner or a member of the owner’s iminediate family
seeks to occupy the premises, “‘Immediate family?’ shall include
child, parent or spouse.

L. The owner secks to retire permanently the unit from the
housing market bhecause a continued operation of the housing
accommodation would impose an undue hardship upon him.

19. Every owner of any multiple dwelling shall maintain the
following records which shall be available for inspection by the
public during usual business hours at the owner’s prineipal place
of business within the State:

a. A list showing all housing space vacant and available for
rental, including the location and number of rooms contained within
said housing space. '

h. A list showing the name and last known address.of every
applicant for a housing space offered for vent by the owner,
together with the location of honsing spaces sought to be renied
by the applicant, the date on which the application for rental was
made, and the-present monthly rental for said housing space.

20. During a housing state of emergeney a landlord shall main-
tain the same standards of service, maintenance, furniture, furnish-
ings and cquipment in the honsing unit as he provided or was
required hy law or lease at the date the lease was enfered into.



Any individual tenant or o elass of {enants who is not receiving
subistamtially the same standards of serviee, maintenance, furniture,
Fivii-hings, or equipment may have the county distriet court de-
terinine the reasonable rental value of the housing unit in view of
this defieieney. The tenant or elass of tenants chall pay the reason-
able rental value as full payvment for rent until the landlord
demonstrates to the court that the deficieney has been correeted.

21, A fenant or elass of {enants may bring an action in connty
district conrt alleging an nuauthorized or illegal rent increase or
tax swreharge or seeking the return of moneys paid in excess of
the rent or tax surcharge authorized by this act.

22, A willful vielation of any provisions of this act, including
but not limited to the willful filing with the county distriet court
of any material misstatement of facl, is a misdemeanor.

23. Any provision of a lease or other agreement whereby any
provision of this act is waived shall he deemed against publie policy
and vhall be void.

24, [t any provision of this act or the application of such pro-
vision to any person or circumstance is declarved invalid, such
mmvalidity shall not affeet other provisions or applications of this
act which can be given effeet ; and, to this end, the provisions of this
act are deelared to be severable.

25, This aet being necessary for the welfare of the State and its
inhabitants shall be liherally construed to effectuate the purposes
thereof, .

26, This act shall take effeet immediately after Federal regula-
tions, pursnant to the ““Fieonomie Stabilization Act of 1970% (P. 1.
91-279) as extended by P. 1., 92-8 have been removed and shall be
operative for 4 yvears from such eftfective date: provided, however,
that if within 90 days prior to the fourth anniversary date of said
effeetive date the Commissioner of Community Affairs shall deter-
mine and certify to the Governor that there continues to exist in
any county or counties a state of housing emergeney, then this act
shall remain operative for an additional period of 4 years. Under
no cirenmstancees shall this act vemain operative hevoud the eighth

anniversary date of the effeetive date thereof.
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ASSEMBLYMAN FRANK G. MEGARO (Chairman): Good morning,
ladies and gentlemen. I wonder if we could come to order.

Before we begin the hearing on the Rent Leveling
Bill, Assembly No. 656, I would like to make a few intro-
ductory remarks. It is certainly appreciated by this
Committee that so many people have come out and wish to
express their views and the opinions of their respective
governing bodies on this important bill.

I would like to introduce the gentlemen at the head
table. We represent the Assembly Municipal Government
Committee. On my left and on your right are Assemblyman Arthur
Manner from Union County and Assemblyman Robert Veit from
Bergen County. On my right and on your left is Assemblyman
Alexander Menza from Union County. And I am Frank Megaro from
Essex County.

In presenting testimony, I will announce that the
list for the morning and afternoon sessions has been
formulated. However, if you wish to be heard at this hearing,
come over and register with Dr. Spiros Caramalis, who is
our Committee Secretary. Dr. Caramalis, will you kindly
raise your hand so that everyone here can see you. He is
on my right. He has a yellow pad and you can register on
this pad your name and your affiliation, if possible, and we
will put you on the program in the order that you sign up.

We would wish to move this hearing along rapidly.

We want to cover all the points and we don't want to cut any-
one short. But I would like to ask the persons. testifying

if they could limit their remarks to a maximum of five
minutes. I think you can perhaps say all that there is

to say in a formal statement in five minutes.

After that and after you complete your statement,
the members of the Committee will perhaps ask questions and
bring out additional points.

We urge you in the interest of time and in the w
interest of developing good suggestions in the way of

legislation to avoid being repetitious. I know from what

1



I have heard, a lot of comment is similar throughout
various parts of the State and I would just say that it
would be helpful if you could keep your remarks that
might tend to be repetitious to a bare minimum.

We are anxious to hear your suggestions on improve-
ments or revisions in the law which would make for a more
efficirent operation -of the Local Rent Leveling Bill.

One final word, if you have prepared testimony,
please present it to the stenographer and we would appreciate
having copies distributed to the members of the Committee.

It will be helpful in allowing us to follow your remarks.

I w>uld ask you to please refrain from any demon-
strations in the form of cheering or clapping. Thank you
very much.

We will announce the list of speakers for the morning
session and we will <all them in that order.

The first speaker will be the Honorable Anthony deFino,
followed by the Honorable Ann Klein. Honorable Christopher Jackman,
Honorable Peter Mocco, Honorakble Edward H. Hynes, Honorable
John F. Curran, Honorable Burt Ross, Honorable Albert E.
Logan, Honorable Byron M. Baer, Honorable Matthew Rinaldo,
Daniel Gaby. Michael Levin, Robert Brune, Mrs. Bess R. Gollin,
Eilsworth Morgan and Alexander Feinberg, and the Honorable
Thcemas Dunn, Mayor of Elizazabeth.

I will call as the first speaker the Honorable
Anthony DeFino, Mayor of West New York.

Mayor, before you testify, Mr. Robert Veit, a member
of the Committee, would like to read a letter into the
record.

ASSEMBLYMAN VEIT: Thank you, Mr. Chairman.

This letter was composed by me and I think it will
be self-evident after it is read:

{Reading)
"Dear Mr. Chairman:

#

I would first like to thank you for the opportunity
to read thig letter into the record of these hearings
80 as to clear the air regarding my personal position
on the issue under discussion today. j

2
E



"Rent control is without a doubt the most contro-
versial and emotional issues that our committee

has had to deal with this year. It is one that can
have far-reaching effects for all the tenants,
homeowners, and landlords of the State of New Jersey.
For this reason, I feel it essential that I disclose
my personal circumstances for the record.

"My employment is that of a real estate salesman.

I deal solely in the sale and rental of industrial and
office properties. I work on a straight commission
basis, deriving no income whatsoever from any real
estate transaction other than those just metnioned.
My employing broker is the Alexander Summer Company
of 222 Cedar Lane, Teaneck, N.J. For the information
of the committee and the entire Legislature, the
Alexander Summer Company is one of the larger land-
lords in Bergen County and New Jersey and also derives
income from the management of apartments that they do
not own.

"Given the status of my present employing broker, I
would like to state that I am publicly committed to
holding a complete and open public hearing on this
issue so that all the assemblymen and women will

have in this testimony a complete airing of both
sides of this issue on which to base their vote.

As a matter of fact, I think you, as Chairman, will
agree that I was one of the principal members of the
committee that was pushing for public hearings

on this issue.

"I would like to conclude on one note and that is

that I hereby give notice that any argument presented
today on the part of either landlord or tenant that
has a weakness in it will be attacked. Because this
issue is so far-reaching, we must guarantee to the
Legislature that they have facts and not simply
opinions.

"Sincerely,
Robert C. Veit."
Thank you, Mr. Chairman.
Our first speaker is the Honorable Anthony DeFine

from West New York.

ANTHONY M. De FINDO: Members of the
Committee, members of the Assembly here assembled and

citizens: At the outset I would like to indicate that
Mayor Meehan is unable to be here today. He has asked

that I read a prepared statement which I will make available

3



to you. I am reading this statement on behalf of Mayor
Mzehan of the City of Union City.
{Reading)

"We, in Union City, are faced with a situation that
can only be termed unbearable.

"For those cf you who are not familiar with my city,
let me briefly explain the background. Union City, together
with its neighbor, West New York, comprise the largest
single Cuban refugee community in the United States outside
of Miami, Florida. This is a result of the tremendous
influx of Cuban refugees over the last six or seven years.
In that relatively short space of time, Union City has
become one of the most densely populated communities in
this country.

"Gentlemen, our population density factor, according
to the 1970 census, is forty-seven thousand people per
square mile.

"Now you can see what it means to cram 47,000 people
into a total area of only slightly over one square mile.

"Even aside from the obvious social problems created
by such overcrowding, this condition is virtually a
hand-engraved invitation for the rent gougers to ply
their unsavory trade at the expense of those citizens
least able to afford it.

"In the two years since I took office, I have received
numerous complaints from citizens, not only about r =t
increases but about the under the table fees that have
been paid to superintendents before an apartment can
even be looked at.

"Now I applaud the spirit of the bill before this
Committee, but there are one or two points which I would
prefer to see clarified.

"Under the kill as it now stands, it would appear
that the emergency condition which is a prerequisite for

'rent leveling' would be determined on a countywide basis.

- such a system, Union City's need could not be met

4



unless and until the entire county was in similar straits.
If this is, indeed, the intent of the bill, I suggest that
the members of this Committee consider amending Paragraph
7 to make such determination a matter for local review.

"I would also like to address myself to the section
of the bill which deals with the permitting of rent
increases to cover municipal tax increases. I hasten to
say that I have no objection to such a proposal per se.
However, it seems to me that this Committee and the Assembly
as a whole might‘address the related problem of tax
increases as a direct result of capital improvements.

"It is, in my judgment, grossly unfair and very poor
planning to penalize a man for improving his own property
at his own expense. On the contrary, it should be the
business of government to encourage rather than discourage the
private property owner to keep up and improve his property
in such a way as to reflect credit on the entire community.
Either as an amendment to this bill or as a matter for
separate legislation, I earnestly urge the Assembly to act
in this area."

‘I wish to make it clear that that is Mayor Meehan's
statement from Union City.

I concur generally with the statement. I would like
to address myself, first, to the needs of the people which
I represent. We also have felt the impact of the Cuban
refugees. In fact, we receive hundreds of thousands of
dollars in impact funds for our educational system.

We have a situation in West New York where apartments
are overcrowded. We have recently signed a contract with
the State of New Jersey for a housing inspection program
which is acting as an indirect census. We have found
intolerable conditions.

I want to tell you as the Mayor of West New York,
on a daily basis I have people come into my office - the
aged, the young, the low-income people, those least able to
afford it. Even those who are public employees who earn

$10,000 a year with four children cannot pay, gentlemen,
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$250 a month for a two and a half room apartment, ' They cannot
take increases of $25 at a time, despite the Internal
Révenue's declarations to the contrary, and there has been
very little enforcement of these rules. People cannot
continue to pay these rents and there is definitely a need

for a Rent Leveling Bill of this type.

I wish to say that I support this bill. I have some
questions on portions of the bill, but I would support any
bill that will address itself immediately to the pressing
need throughout the County of Hudson, at <least. I have
had the opportunity to review a Rent Leveling Bill of the
Town of ILakewood so I would imagine the problem exists
also in South Jersey.

This is a tremendous problem in my community and
it has resached crisis proportions, gentlemen. I think you
will receive testimony from members of tenants' organizations
who have had petitions signed by many, many people.

I want now to address myself directly to the bill.
First of all, in paragraph 5 of the bill, page 2, there is
reference made to a statewide survey by county. I understand
the legalistic reasons for the enabling statute to have the
State backing up the municipal ordinance. However, I do
think that the control should nct rest solely within the
State powers.

As to the survey, I see that in paragraph 7, on page
3, a municipality may become excluded from the rent leveling
provisions. Why not then have an amendment which permits
a municipality to appeal to:the Dime'ctoir coif
Cbmmunity Affairs so that when his community is in dire
straits and has reached the 5 per cent level, he can
petition for the rent leveling program to take effect in
his municipality? After all, gentlemen, while I have the
greatest amount of respect and confidence in the Department
of Community Affairs, the fact remains that it is the
Mayor znd the Bdard of Commissioners or the Mayor and Council

1t : ¢ mmunity that knows the day-to-day problems of its
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people. Please vest that power, at least the power tc
request, in the municipality.

With reference to another item, which I think strikes
at the very heart of the legal concept of property, which
comes out of a serf-Anglo Saxon society, the 30-day nctice
to the month-to-month tenant, I notice on page 6 of the bhill
there is reference made to the causes for possession where
a lease is involved. I do not agree that this should be
the only situation. On a month-to-month basis, you know
as a matter of fact when the action is brought for eviction,
the court will give an additional 30 days or sometimes 60
days. Why not once and for all destroy this arbitrary
power of a landlord to simply give a notice of eviction
that tenancy must be terminated within 30 days, and let it
be still on a 30-days' notice, but the vacation of the
premises on a 90-day basis.

I know this will not cause hardship. Because we
are referring to the people who have the most serious
social problems.  Of caurse, all the .other statutory rights
should obtain in the 30-day notice. Give some protection
to the people who pay the bulk of the expense, the tenants.
And I am a taxpayer. I own my own home. But I know that
the majority of the expenses are forced upon the tenants.
Because every time there is an increase in taxes or capital
improvement, the landlord shoves it on to the tenants.

I am not condemning him for that:; he has to make a profit.
I think that the Assembly should sometime discuss, without
infringing upon the freedom of business, what a legitimate
profit is. So I ask that the 30-day notice be reviewed.

Reference is made to bringing actions before the
District Court. I think every community or every county
should have a board similar to the OPA Board or the Rent
Control Board before the rent control legislation was
declared unconstitutional. I think that the board should
act as an intermediary prior to court action. We in West

New York have formed a Tenant-Landlord Board and we have



in cooperation with many landlords solved many problems.
It is also a question of understanding.

I believe under Assemblyman Orechio's bill, No. 418,
an authority would be created in the local governing board.
I ask the Committee and the Assembly to consider that.

Not to take any more of your time, I simply state this
in closing: Gentlemen, I recognize the problems of the
Legislature and I recognize the fact there must be a balancing
here of two very important interests, the landlord's and
the tenant's. Notwithstanding that fact, when the crisis
reaches the proportions it has in the State, when the
mayors of communities are powerless to help, when there
are situations where there is low-income housing which
destroys the ratables, such as under the FHA, - and West
New York has a middle-income housing project in which the
tenant of a two-bedroom apartment pays $375 a month and the
taxes are only 10 or 15 per cent of the profits, after
expenses - when these situations obtain and when a community
is so overcrowded, such as West New York, where you have
43,000 people in less than a square mile and where people
come into the office of the Mayor - and I am guided by the
Chairman's admonition to avoid emotion, but it is an
emotional problem because we are dealing here with the basic
right of a man to have a place to live.,~it is time for you
to take immediate action on this bill and stop once and
for all the situation that obtains in my town where ~eople
take money that should be used for food for their children
and clothing, to pay an enormous rent bill each month.
Please give the tenant a break. Give him a break once and
for all and let this Legisiature be the type of Legislature
that it has been in the past, ahead of its time. Thank
you very much. (Applause)

ASSEMBLYMAN MEGARO: Thank yocu, Mayor DeFino.

I have asked the members of this audience not to engage
in hand-clapping, cheering or whistling. I would ask

avercne here today to refrain from doing this. Thank you
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very much.
Any questions from the Committee? Assemblyman Veit?
ASSEMBLYMAN VEIT: I just wanted to clarify one
point. I am not too sure on it. Did you say you were
in favor or were not in favor of passing on higher taxes and
improvements to the tenant?
MR. DeFINO: -- under the structure of this bill.
But I would like to see a greater refinement of it. There
is no question in my mind there has to be a limitation.
On the other hand, I am also for some tax relief in the
form of holding down the assessed value for the landowner.
You can't expect the man to have the full brunt of it.
ASSEMBLYMAN VEIT: Holding down the assessed valuation?
MR. DeFINO: In other words, when there is a home
improvement, the tax assessor immediately increases the
assessed value and he pays higher taxes. Where the improve-
ment is such that it benefits the community, legislation
could be enacted or an amendment put in this bill whereby
the municipality could give a credit to him and not increase
his taxes, with the proviso that he would not try to increase
the rent.
ASSEMBLYMAN VEIT: I see. In other words, then there
would be a dual evaluation policy for the community, one
for the homeowner and one for the multiple-dwelling owner.
MR. DeFINO: And I recognize there are tremendous
difficulties.
ASSEMBLYMAN VEIT: One other question: What do
you consider is a reasonable profit for a landlord in your
own mind? ‘
MR. DeFINO: I wouldn't comment on that. There are
a lot of variables there. It depends on the value of the
investment. It is not an easy thing. But I know that I am
100 per cent for the type of system I live under. I feel
that we should make a profit. I think when it reaches
the proportions of gouging or a return higher than 25
per cent, there should be some investigation of that.

9



ASSEMBLYMAN VEIT: So you say in the mid to high
20's is considered gouging in your opinion?

MR. DeFOE: I am not saying that, Assemblyman.
I don't know. I am not a real estate man.

ASSEMBLYMAN VEIT: 0.K. Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mayor DeFino.

Our next speaker is the Honorable Ann Klein,
Assemblywoman, Morris County, District 10-B.

I would ask the speakers, if possible, to limit

their remarks to five minutes.

A NN KLETIN: Mr. Chairman and members of the
Committee, I am Assemblywoman Ann Klein, District 10-B,

of Morris County. I am here to ask your favorable consider-
ation of A 656, an act to regulate, control, and stabilize
rents in certain circumstances. I am a co-sponsor of

this bill.

During the few months I have been in office, I have
received more mail, telephone calls, and visits concerning
tenant-landlord relationships, excessive rent increases,
poor maintenance services, and other tenant complaints
than have been generated by any other single subject, or
even by all other problems combined. I have with me a folder
containing forty-eight such complaints on which my legislative
office has kept records of all correspondence and contacts
we have had with tenants. This is only a portion of the
number we have handled since January, but it is an accurate
representation of the types and degrees of tenant problems that
we have received each day.

This may seem surprising for Morris County. My district,
half of Morris County, is thought by many in New Jersey to
be a district composed entirely of homeowners. In fact,
however, of the total number cf people housed in Morris
County in my district, 18,000 or 35 per cent of them are
renters. At the same time, the apartment vacancy rate in
my ocounty is now estimated to be less than 1 per cent.

My expsrience has shown that even in Morris County, then,
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one of the less populatéd and most affluent of all the counties
in New Jersey, the housing shortage has indeed deprived many
persons of their right to decent and affordable housing.

I would like to emphasize that I am not an advocate of

povernment extending its jurisdiction into people's lives any more

than is absolutely necessary, 1 believe that we need less, not more,
burcaucratic intrusion and control. But I also know that when conditions
exist which seriously threaten the welfare of many of our citizens,

which jeopardize their well-being, their peace of miund, and their

ability to survive that government has a responsibility to intervene

for their protection. Alongside our deep belief in a free marketplace,
then, one that is based upon the laws of supply and demand, is also

our age-old belief that there are certain necessigies of life which
cannot be denied to people by a sensitive and responsive government.

Cne such necessity is for decent and affordable housing., In my
district, as in districts throughout this state, this necessity is

- being denied.

In mv district, rental spartments are usually in large garden
apartment complexes, which are owned and operated by absentee landlorés.
I will present evidence to show that-many of these out-of-state land-
lords are exploiting the tight housing market to extract whatever
profit they can, that there has been no concerted effort by landlords
as a group to exercise any self-discipline or self-regulation over
the demands made upon tenants and that, failing the iﬁtervention of
government, these tenants are the helpless victims of a situation
not of their meking. Our continuednindifference will mean excessive
and céntinued hardship and depriﬁation to thousands updn thousands

of people, not a small portion of whom are our senior citizens who
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have absolutely no other recourse whatsoever. And, in addition, I
will show that the federal puidelines for stabilization in regard to
rent are a fraud and a hoax which, instead of helping to hold the line

on rents as upon wases, have actually encouraged increases beyond the

aormal expectations of landlorxds.

.

T would like to ckte a fow examples of the compla ints we have badzs

(1) January 24, br. V, MHorristown, a man §2 vears old. Vife is
77. Tncone is $2?2.ner month. Received notice that his rent increansed
from $100 to 5125 -~ a 25% imcrease., The reason given by the landlord

I3

his increase in local taxes., Our investipation showed that the

wea

m

increase in taxes from 1970 to 1971 on the landlord's l4-unit apartinent
house was $948, 1tr, V's share, if accurately and fairly apportioned,
would be less than £6 a month‘-- not $25. The Internal Revenue Service
reported that since the tenants in this building are on a month-to-

v

month basis there is no "guidelines' control on the landlord‘'s right
to increase to any amount he wishes, This elderly and not well couple
dronped their telephone and their insurance in order to pay their
rent. They are living on social security

(2) ¥r, S, of Parsippany, received a notice on January 1, that
his rent was increesed from $180 to'$200 a month and that‘he must
deposit an »sdditional $50 towards his cecurity., Vhen he and his wife
vent to the managemant, two weeks later, on January 15, to sign the
new lease they were told that a change had been made: under the new
guidelines their rent would be increased from $180 to $212, and that

they would now need an additioral $68 for their security., This was

an 1&4 ipcrease, Furthermore, the landlord offered a ''good tenant"
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clause, which is not legal, in which the rent, at the discretion
of the landlord, might be $200, instead of $§212.

(3) Mrs. N., Morristown, was advised on March 3 that
on the date of expiration of her one-year lease, her rent
would increase 21.9%, from $205 to $250. This was in conformity
with the maximum allowed under the federal guidelines then in
effect. She was also told that should the real estate taxes
increase in 1972, she would be billed her pro-rated share. Nothing
was said about "in the event of a tax decrease."

(4) A letter from the Tenant's Association of Flizabeth in
liay, 1972, calle to our attention that landlords are now inserting
in their new leases a clause providing for an automatic percentage
increase when the federal guidelines are terminated, In one such
case the monthly increase will be 547,75 per month, while still under
the same lease,

(5) Feb. 2. Mrs. A. in Parsippany wrote that in her
complex her rent had gone from $135 to $195 over a six-year
period, which is not too excessive. But she is now notified
that in two months her new rent will be $225, a $30 increase in
one year, and she can only have a one-year lease according to
the landlord.

(6) Dec. 6. Miss B., a retired teacher in Morristown -

you know they don't have much income - received a $45 increase in
rent, from $155 to $200, or 29%, in a very old garden complex.

(7) On the same day, Mrs. D., in another Morristown garden
apartment, one that is no more than 5-years-old, received a 337%
increase, ffom $300 to $390.

(8) Another complaint was that tenants in a Randolph apartment
were being required to pay a $50 -a-year fee for a formerly free
swimming pool. With 250 apartments in this complex, that adds up to

$12,500 in new vearly swimming pool fees. The tenant wrote that in
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the past tw&-and-a-half years, her rent had pone from $120 to $180,
Up 50% =~ and now she was being threatened with evicfion if she
didn't pay for the pool, which she doesn't even use,

(9) Mrs. G., in Morristown: rent increased in one year from

$200 to $25Q0 -~ up 257,

T could go on and on. Ve know that in all of the cases we

tiandle, the rent increases are never accompanied. by~ an increase

cervices to the tenant, Nor are they numericglly justified by

. increase in the landlord's property tax. he have kept the Internal
cvenue Sexvice more than busy with the referrals we have made. In

inst cases, landlords were acting within the federal guidelines. In
others thev were not; We also found that in many cases, one office

¢t the IRS had one interpretation of the guidelines and another'office
had an entirely different interpretation. They have tried bery hard
to help. BRut they are under great handicaps. One IRS agent told wme
that he operated under a federal directive that did not permit him

tn tell the tenmant whether or not his complaint is justified.

An article in the Morris County Daily Record on May 26, describes
the latest federal rent guidelines. 1 wish to quote it to you as an
nzample of the utter chaos that acepmpanies every new attempt of the
Tederal Pricg Commission to rule in this matter.

But I won't quote it to you because I know you would
like me to speak a shorter time. I have it here in writing
for you. If you read it, you will see how very confusing it
is. I have to do a lot of research before I know exactly
how it will apply to these tenants who have complained to me.
Because at the expiration of a two-year lease certain things
apply and you can't get an increase of more than 8 per cent.

But if you are at the expiration of a one-year lease, the

rules don't apply. There is a tremendous amount of real
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hardship and confusion going on because of the really poor
way in which the Federal guidelines operate.

The reason I am trying to emphasize this is that it
bothers me that this bill does not go into effect until the
termination of the Federal Price Control. I think the Price
Control is not operating to protect the tenants and that the
State, because we have such an excessively bad housing
problem in the State, must have its own legislation and must
do it now, not when this stablization act goes off.

(Following is the portion of Assemblywoman Klein's written
statement which she did not read.)

"<ome tenants will get lower rents or longer leases under a
new Price Commission rule announced last week., If your two, three,
or rore-year lease is expiring this year, your landlord must give
you two choices: |
"1. A one-year lease with an 8 percént increase.

. "2. A lease of the same length as the expiring. lease, but at
vhatever higher increase is allowed by the Price Commission rent
suidelines,

"Also, if you have remewed your lease since December‘29, the
ruling is retroactive and you may insist your landlord renegotiate
if the increase was more than 8 per cent and if a one-year lease

roplaced a longer one.

“Sgarting with July's rent, such tenants can get a rent
reduction, but no refunds for the past rent that'was over 8 percent,

"Tenants still on old two or three-year leases must also be
given ‘their choice of terms when those leases expire.

"Rent ruidelines penerally give landlords a flat 2.5% increase

on yearly leases plus am increase to coincide with higher taxes and

municipal charges.
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Federal rent controls do not apply to luxury apartments, single-

family dwellings or units of four or fewer apartments,"”

If vou think this so8unds confusing, and it does, I can assure
you that the regulations themselves will be even more difficult to
understand, Confusion will reign. Ve will get more calls and justifiable
complaints., ‘'« wiil give the Internal Revenue Service more unwanted
business, 1t sounds to me as thoug® all the cases I have cited, persons
who received e 19%, 20%, 25%, and 307 increase since January may he

entitled to a nonretroactive reduction, but I'll have to do a lot of

research ‘before I can he sure,

I've .tried to explain why, although I basically co not like
the idea of rent-controls, I feel we must overcome our reservations
and act ss a state to give people needed protection in this very
imporhant cconomic sector, &n places where the housing.market &s s0
tight that tenants are literally without any choices at all, You will
no doubt hear testimony against this measure from peréoﬁs who will
claim that the very idea of rent leveling or "control' goes against
the rrain of a '"free market." RBut I put it to you that in a free
housing warket, any tenant can negotiate with any landlord for housirs
and then, if the negotiations fail, po elsewhere for his housing., Tn
New Jersey, the tenant has no p]acé else to go. Thér& is no need
for nepotiation frow the landlord's point of view as the tenant has
no bagsraining position at all, IHe must pay what is asked, whether

or not he can pay its That is no free market, In addition to the
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vorking people who are on frozen wages, there are the elderly who

are on social security, and the welfare recipients on flat rent

srants of $100 or less who are literally facing starvation or eviction
while we fail to act, These are the renters of New Jersey., And we
must either be prepared to limit the increases in rents or extend
subsidy to those who are caught in this intolerable situation. In
fact, things are so bad that it is an open question as to whether

we should probably do both,

I would like to add I notice there is some cost involved
in this bill in setting up an agency in the Department of
Community Affairs and I don't think there is any fiscal note
attached to the bill. I thought I would just call that to
your attention. Thank you very much.

ASSEMBLYMAN MEGARO: Thank you Assemblywoman Klein.

Any questions from the Committee? (No questions.) Thank you.

Our next speaker is the Honorable Christopher Jackman,

Assemblyman, Hudson County.

CHRISTOPHER J. JACKMAN: Mr. Chairman,
I am Assemblyman Christopher Jackman from Hudson County.

I come here representing my county. As you know, we
have heard from Mayor DeFino of West New York. I have the
privilege of representing the 12 communities and to convey to
this Committee the wishes of Hudson County.

I am a co-sponsor of this bill and I have sat on many
hearings. I think this is my fifth hearing since I have
been an Assemblyman. I have made every one of them. I am
geﬁting to the point now where I wonder whether when we
have these hearings, something can truly come out of them.

I think we have waited a long, long time. I know the
pressures that my colleagues sitting before me are under
and I know there is going to be continued pressure here from
both sides.

I am not going to go into any long dissertation.

I think Assemblywoman Klein covered the statistics pretty well.
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3ut I broughtwith me today a young mayor of a very urban
city. I would like to relinquish my rights tc this young
man to give him an opportunity to convey to you the wishes
of his people. He happens to be the Mayor of North Bergen.
Peter Mocco. who is doing a commendable job in his community
and 1is representative of approximately 60.000 people -
high~-rise. small apartments and what have you.

T want to make this very clear to my colleagues. I
don't want to see rent control, per se, to the extent that
a landlord is not going to get his just dues. But I can
tell you. based upon some of the statistics - and I know
Mayor Macco cean convey them a little bit better because he

is on the scene every day in the week - that the rents some

lendlords are charging have gone far beyond the exorbitant
rate. Scmnewhere along the line we have to bring them

back so cur senicxr citizens and the peonls who can't

G
afford these rents are ncot going to be gouged.
I am saying

very clearly there are many. many good
landlords who recognize tenants have a limited amount

of money., but somewhere along the line they are far out-
numbered bv the absentee landlcords.

So with your permission, myv colleagues, I would like
to relinquish the rest of my speaking privileges to the
young mavor from North Bergen. I thank you wvery much
for your kindness.

ASSEMBLYMAN MEGARO: Thank you, Mr, Jackman.

Next will be Mayor Mocco.

PETER MOCC O: Assemblyman Jackman, Mr.

Chairman and nembers of the Committee: A year and a half ago,
as an attorney. I nrought an action representing eight
defendants. These were senior citizens who had received
triple rental increases and thevy had absolutely nc way of
raising the money. In July cf 1970 through May of 1971,

we fought the case from the District Ccurt toc the Appellate

Divigion, from the Appellate Division to the Supreme Court
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of New Jersey. The issue was: Can a rental increase be
unconscionable? The:  Supremé. Court.-said, it is not for
our determination and we will not rule on the issue.

I believe, particularly for the Township of North
Bergen which has over 60,000 inhabitants, the greatest
majority of which are tenants, the issue of an unconscionable
rent increase is a reality.

We have exhausted the judicial approach. Therefore,
we turned to:our own town and enacted local municipal rent
control. As part of that ordinance, we created a Rent
Control Commission. The rent control ordinance is presently
in the Appellate Division of our State Superior Court, being
tested for its constitutionality.

But I can tell you from my own experience regarding
our Rent Control Tommission,~ this Commission was initially
set up with landlords and tenants - that the sad fact is
that it is almost impossible to find landlords that are
going to be truly concerned with the needs of the tenants
as long as the dollar motive is paramount. And I have not
found any charitable landlords in North Bergen.

I believe that it is the absolute duty of the
Legislature of the State of New Jersey to enact rent leveling
legislation. We have over 8,000 senior citizens in North
Bergen, The greater majority are on fixed incomes under
$3,000 a year., It is virtually impossible for these
people to survive under the present free market of rental
space.

I would leave with this final thought to the members
of the Committee and to all those in the Legislature, that
North Bergen is a community with over 26,000 registered
voters. They need rent control and I would beseech you
to be responsive to the needs of these people who are
trapped in an urban setting with no relief in sight.

Thank you very much.

ASSEMBLYMAN MEGARO: Thank you, Mayor Mocco.
Assemblyman Veit has a question.

ASSEMBLYMAN VEIT: Mayor, has there been any new
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construction of apartments in your town of North Bergen
in, say. the last three or four years?

MAYOR MOCCO: VYes. We have had a number of different
types of construction. Basically. North Bergen is now the
scene of the luxury high-rise. We have been fortunate
through HUD and, I might comment. with the aid of Senator
Harrison A. Williams to have senior citizen buildings of a
high-rise nature. low-income, erected in North Bergen.

The fastest-growing population in North Bergen is the
tenant population. The figures for North Bergen indicate
we are probably the fastest-growing community in Hudson
County. W= saw approximately a 10,000 population growth
in the last ten years.
ASSEMBLYMAN VEIT: But other than government-sponsored

aQcusing and luxury high-rise, you have had limited
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ien, would you say. in multiple-dwelling units?
MAYCR MOCCO: We have 2lso seen the construction
of the garden-stvlie apartment buildings. The apartment
units aren't as numerous as the high-rise. I would estimate
approximately 2,000 garden-type units have gone up in the
last ten vears.
ASSEMBLYMAN VEIT: Thank you very much.

ASSEMBLYMAN MEGARO: Any more questions? (No response.)

Thank you, Mayor Mocco.

I would like to introduce another member of our
Committee, the Honorable Assemblyman from Essex Ccunty,
Anthony Imperiale.

The next speaker will be the Honorable Edward H. Hynes,
Assemblyman, Bergen County. I guess he will be a late
arrival.

We will move on to the next speaker, the Honorable
John F. Curran, the Mavor cf the Boxough of River Edge.

J OHN F. CTTRRAN: Mr. Chairman and members of
the Municipal Affairs Committee: I want to thank vou for
zocording me the opportunity to come here today in behalf

of the people of mv community.
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I firmly believe that it is imperative that the
tenants in my town and all over this State be given some
relief through legislation A656, from what I consider to
be an excessive rent charged by landlords.

The people of River Edge and all over the State are
crying out for your attention and, as government officials,
you must not be insensitive to the needs of the people.
Those of us who are on the first level of government at
the Mayor and Council level are faced with this problem
on a day-to-day basis. Our whole government administxation
on a local level is geared to service the needs of home-
owners. Therefore, we are unable to act in a meaningful
way to help tenants without proper legislation. We had
no alternative in the absence of State legislation in
January of this year but to pass a rent leveling ordinance
in River Edge. We had an injunction against us to implement
that program and it is now in the courts. But we recognize
the problem to be beyond the local level and beyond a
regional level, and that is why I am here today.

Reference is made quite often to the slums in New York
City and it is said the rent conrol law is the basic reason
for this condition. Having lived in various areas of
New York City for more than 30 years, I feel I am qualified
through experience to know that rent control laws alone
did not cause the deterioration of that city, rather it was
a variety of social and economic problems, such as raw
poverty, unemployment, broken homes, alcoholism, drug
addiction, lack of educational opportunity., increased crime,
lack of sufficient housing to accommodate an explosive
population and a general over-all break down in the community.
Rent control was least of all the root cause of conditions
in New York City today. And, by the way, apartment houses
that were built after 1955 are not under rent control.

Let me call your attention to a situation where
landlords, absentee landlords, in River Edge appealed to
the County Tax Board for a reduction of assessed valuations
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for the years 1968, '€9, '70 and '71, a one million dollar
reduction in assessed wvaluation, $52,000 of annual taxes lost
to homeowners and tenants.

This didn't happen as a result of legislation
which has often been threatened would happen. This happened
prior to any, since there is no legislation on the books.
After the landlords won their appeal in 1971, it was at that
time that they increased the rentals far beyond the
increase in the cost of living, as high as 50 per cent per
unit in many instances. However, in many instances, the
maintenance and services have not increased but have decreased.
In addition, the landlords in 1971 passed on the small
increase in municipal taxes to each and every tenant on a
rro-rata basis, which came to $35 or $40 per apartment.
The natural law of supply and demand in housing has become

unnatural. during the past couple of years. This has been caused by

few housing starts, tight mortgage money and a general break-
down in marketing conditions. It has alwavs been this
nation's policy to establish stabilization when supply and

demand become excessively unbalanced. Recently. the President
of the United States saw fit to stabilize the economy by
initiating guidelines in an attempt to level the inflationary
spiralling of the over-all economy. Uafortunately, that
program has failed in regard to any rent stebilization.

In an attempt to justify their positions, lanclords
are unfortunately pitting homeowner against tenant by
stating that the homeowner must pay the cost for apartment
dwellers to live at what is considered to be an artificially
low rental.

The assessment formula for income-producing property
as compared to homsowner property is totally inequitabl

nd, if anything, the homeowner should be incensed by

the unfair treatment on the part of the law in that regard.

All real property should be assessed at true market

“<

From our country's inception, rezal estate has

Leen the greatest investment opportunity. Now because
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of this emergency and the lack of supply, it has become
a bonanza.

I would like to draw your attention to a remark that
was made in the Wall Street Journal not too long ago in
that regard. "President Nixon's freeze has made hot stocks
out of a real estate investment trust. Chrysler Trust
listed on the New York Stock Exchange has jumped more than
31 per cent since the Administration's August 15 decree,
far out-pacing the 3.3% gain in the Dow Jones Industrial
Average. The investment stocks: in real estate are counterparts
of mutual funds. But instead of investing in stocks, these
trusts must derive at least 75 per cent of their gross
income from real estate transactions. The reason for the
big market play is that they enjoy an unusual dividend
status. By law, they must pay out as much as 90 per cent
of the net income to shareholders each year. So while
President Nixon has been using moral persuasion on other
companies to hold the line on dividends and roll back increases,
many real estate trusts have been going about happily
boosting their payouts."

The landlord has an advantage far in excess of
any tenant in that he can now pass on his yearly increase
in taxes to the tenant on a pro-rata basis. He can get
an increase in rentals based on the cost of living, which is
fair. The landlord can appeal to Rent Boards should his
maintenance cost and mortgage interest increase. The land-
lord can refinance his entire complex at a higher interest
rate, taking equity out, which is done on many occasions
and appealing to Tax Boards to increase rentals to absorb
the increased interest cost.

There are other corporate and personal tax advantages
that the landlord has built into his investment which the
homeowner does not have nor does the tenant. You know
as well as I do that there are joint ventures formed,
partnerships formed and big corporations where it is

conceivable - it 1s conceivable - that an investor can
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irnvest in an apartment complex, suck out the depreciation
for his personal tax return, not pay any perscnal taxes or
certainly reduce them from a higher income bracket down to
a lower one. In addition to that, the corporation will
operate at a loss sc it will never pay Federal income taxes.
There are many tax benefits in this so-called bonanza.

In closing, as a businessman, I agree landlords
are rightfully entitled to a reasonable return on their
investment. My concern, however, is that landlords charge
excessive rents during a period when the demand far exceeds

the supply. Scme landicrds are taking unfair advantage

of residens, particularly those on fixed incomes, who have
insufficient funds and nowhere else to live and who are
living under the fear of eviction. These are people who
nave liwved irn River Edge for many years and who have con-
trikuted to the growth of cur community. They are proud
people whe love thelr surroundings, their families and
their friends, church and associations, some of whom once
owned homes in River Edge and when their families grew up,
they moved into apartments tc spend their sunset years
peacefully.

The homeowner concerns himself - and I as a homeowner
do - when my taxes increase $80 or $90 a year. Put yourself
in the place of a tenant who has just received a $7C
a month increase, and that has happened in many cases in
River Edge and I can outline them, but it would take oo
much time. I have a booklet here.

It has been said by government, why should we concern
curselves with tenants when they onlv make up 18 per cent
of ocur population in River Edge, although they make up 25
per cent of the units? We must remember that we are bound
together as a comrunity and as a State, for that matter,
in which weakness or disease in one part inevitably spreads
to the wrele. And wihen 18 per cent of our people are in

uhle, we as a government and as a people must be more

Just concerned. We must have the will to act and

24



the courage to act.

I urge passage of this bill today, not because it is
the polotical thing to do, but because it is the right
thing to do. Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mayor Curran.

Our next witness is the Speaker of the General Assembly
of the State of New Jersey, sponsor of Assembly 656, the

Honorable Thomas H. Kean.

THOMAS H. K E A N: Mr. Chairman, members of

the Committee and colleagues: My statement will be relatively
short. I think there are experts in this field here

today whose knowledge far exceeds my own.

I do, however, appreciate the opportunity to appear here
this morning to testify in behalf of my bill, A 656, the
Emergency Rent Leveling Act. I think it is incumbent on
a sponsor to always come before a Committee to give some of
his thoughts on the bill and perhaps some of his reasons
for introducing it.

I think, Mr. Chairman, there can be little argument
over whether or not a housing emergency exists in New Jersey.
Those of us from the urban areas of the State are well
aware of the exceedingly small number of housing units
available and -- because of this shortage -- the oft'times
exorbitant rentals charged for them.

The tenant, if he can afford the rental, is immediately
placed at a disadvantage by the knowledge that if his
rent is increased -- with or without justification -- his
chances of finding other suitable rental quarters at a
fair price are extremely remote.

It was because of this vise in which many tenants
find themselves that I introduced this bill. In the past,
we have always been markedly reluctant to have government
interfere with private enterprise in this or, for that
matter, any other regard, being content to let the law of

supply and demand rule the market.
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Unfortunately, this law has become lopsidedly over-
balanced with the demand far outrunning the supply in many
areas. And, as you know, Mr. Chairman, under such circum-
stances, any commadify experiences a rapid increase in cost.

A 656 says first of all vexry clearly that a housing .
crisis does exist in the State of New Jersey. The Federal
government has defined a housing crisis. We don'‘t have to
do it for ourselves. The Federal government says a
state of emergency in housing exists when the vacancy rate
is between 3 and 7 per cent. According to HUD's figures
last year for the State of New Jersey., the vacancy rate
was 2.7, even under the 3 per cent. There is no question
that this emergency does exist.

We also recognize that there are some unscrupulous
landlords wio are taking advantage of this crisis to reap
enormous profits through exorbitant rents or rent increases.

At the same itime, Mr. Chairman, A 656 recognizes
equally as clearly that conditions vary greatly in different
areas of New Jersey. Conditions in my home county of
Essex, for instance, cannot be compared with those in
Cape May County in terms of availability of rental housing.

Consequently, written into this legislation is the
stipulation that a housing survey be conducted throughout the
State on a county-by-ccunty basis to determine where crisis
situations exist. This bill does not impose a rigid strait-
jacket formula on the State as a whole, merely because it
is determined that a housing shortage exists in one

section of the State.

Further, 1f the emergency provisions of this bill -

were to be invoked, it would not eliminate rent increases.

The bill provides that in an emergency situation, rent .

¢t

increases could be made, but they would be limited to the
percentage of increase in the consumer price index, the
so-called cost-of-living scale.
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Aside from the so-~called freeze imposed by the
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rent levels. And I share with Mrs. Klein my doubts on
how effective that freeze has been in holding down rents.

I have been given to understand that many tenants in
New Jersey have already been notified that, once this "freeze"”
is lifted, their rents will be increased automatically and
many times greatly.

I feel strongly, Mr. Chairman, that those individuals
who are renting are entitled to some protection from
unjustified increases in their rents.

This bill, in providing for regulation and stabilization
of rents rather than outright rigid controls, is eminently
fair in my mind to both tenant and landlord. At the same
time, it seeks to -- and, in my opinion, accomplishes --
the goal of putting an end to unwarranted and speculative rent
increases which are hurting the tenants.

I would be more than happy to answer any questions
on the bill the Committee might have.

ASSEMBLYMAN MENZA: Mr. Speaker, a few questions,
please: One, you say, there should be a state survey
by counties. Would this require an expenditure of money,
which would mean it should have a fiscal note?

ASSEMBLYMAN KEAN: This bill would require a fiscal
note, yes.

ASSEMBLYMAN MENZA: Has one been called for?

} ASSEMBLYMAN KEAN: One has not been called for by
the sponsor. I would be glad to call for one myself or the
Committee, of course, always has that privilege.

ASSEMBLYMAN MENZA: Also, as I read the bill, there
are four situations where a rent increase can be had: one
tied in with the price index, one tied in with the tax
increase, one rélative to increased services, and one
relative to capital improvements. Is that correct?

ASSEMBLYMAN KEAN: That's right.

ASSEMBLYMAN MENZA: On what basis do you arrive at
the increase in the price index as guaranteeing a fair

return on the landlord's investment? Why the price index?
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ASSEMBLYMAN KEAN: The price index we stuck in there
as the best over-all indication of what was happening to
pecple's cost of living. Now I recognize that some costs
rise more rapidly than the price index: some costs rise
less rapidly than the cost index. The cost index is simply
an average of the cost of living that people have to live
with day to day whether they are hiring plumbers or buying
groceries. This is basically why this figure was picked.
There seemed to be no other fair figure that I could come
up with. If the Committee has suggesticns as to a fairer
method of doing this, I would certainly be glad to entertain
them.

ASSEMBLYMAN MENZA: There are other bills pending
in the Assembly and the Senate regarding a certain percentage
return con the Investment. Did you take that into consider-
ation?

ASSEMBLYMAN KEAN: I did not., We could, of course,
determine arbitrarily a return on investment. I would
generally be against that. I don't think it is right to
write into a piece of legislation that everybody is going
to make blank amount of return on their investment. I
think that is not quite right. The majority of landlords,
an awful lot of landlords, in this State treat their tenants
extremely fairly and have good relationships with them.
This bill is only designed to get those who are comy letely
unregulated at the moment and are taking advantage of the
housing shortage. I would not want to write an absolute
figure into the bill.

ASSEMBLYMAN MENZA: Thank you.

ASSEMBLYMAN MEGARO: Any other questions?

ASSEMBLYMAN VEIT: Mr. Speaker, do you have any
personal opinion on what is a fair return for a landlord?

ASSEMBLYMAN KEAN: No. I am not in the business
myvself. I can give vou estimates on what would be a fair

zmarn in other businesses, but every business is special

cntn itself. I would leave that to scmebody who deals
day-to-day with the business.
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ASSEMBLYMAN VEIT: Can you tell me in your words
why you think this bill will not discourage increased
construction of multi-unit dwellings in the State?

ASSEMBLYMAN KEAN: I think probably the first and
most obvious reason in my mind is that new construction
is exempt under this bill. In other words, it would not
come under its provisions, therefore, encouraging new
construction.

We have a number of bills now pending in the
Legislature and we have the Governor's Message on housing,
all designed to encourage construction. I don't know how
this bill would affect any of those pieces of pending
legislation or any item of the Governor's Message. I
don't see how, if this bill were law, it would change
what the Governor has said at all.

ASSEMBLYMAN VEIT: Your point is valid that new
construction does not come under this bill. But isn't it
a fact that two years from now a new Legislature could

,pass an inclusion bill?

ASSEMBLYMAN KEAN: Yes.

ASSEMBLYMAN VEIT: And, if one were in fact a developer,
one _might be somewhat cautious about making any new invest-
ments because of that fact.

ASSEMBLYMAN KEAN: I think that is speculative.

Yes, a new Legislature could include new construction under
this bill., If this bill were to pass, a new Legislature
could also repeal the bill or the bill automatically repeals
itself if the housing shortage ends, which we all hope for.
The best result that any of us on either side of the
controversy could envision - the best thing that could
possibly happen in the State of New Jersey would be the

end of the housing shortage. And if the housing shortage
ends, this bill automatically dies.

ASSEMBLYMAN VEIT: So in your opinion then this bill
does not discourage new construction?

ASSEMBLYMAN KEAN: I don't think it does.
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ASSEMBLYMAN VEIT: One other question, Mr. Speaker -
the price index, is that arrived at on a regional basis
as well?

ASSEMBLYMAN KEAN: VYes.

ASSEMBLYMAN VEIT: By county or by northwest region .

of New Jersey cr how? Do ycu know how it is arrived at?

ASSEMBLYMAN KEAN: I can't give vou the exact way
it is arrived at. I know there is a regional basis for it.

ASSEMBLYMAN VEIT: You are not sure whether it is
by county?

ASSEMBLYMAN XEAN: I can't tell you.

ASSEMsLIMAN VEIT: I am sure we will be able to
determine that during the testimony.

ASSEMBLYMAN KEAN: I should know; I don't.

ASSEMBLYMAN VEIT: Thank you.

ASSEMBLYMAN IMPERIALE: I would like.to ask, if
this bill were to be passed, how do vou think it would affect
cities like Newark that are dyving in population where land
has been vacant for almost eight years and we can't oget
contractors tc come in and build homes now? How would
it affect that type of city?

ASSEMBLYMAN KEAN: My feeling is that the cities,
the urkan areas - Newark, of which I represent part. -
Irvington - have keen hit hardest really by increases in
rent to people that cannct afford it. I think that has
been one of the reasons for flights of people from the
city.

Now your question is directed to new construction.

Again it gets back to Assemblyman Veit's question: Do I :

believe that this bill will discourage new construction?

No, I don't. I think the passage of this bill and the
guarantee that somebody who moves into an apartment building
is not going to be faced in one, two or four years with double
or cne and a half times,or what have you, the rent he thought
he was getting into when he moved into the building, is going

0 encuurage people to move into rental property, not discourage

30



them.

ASSEMBLYMAN IMPERIALE: One other question: How do
you feel that we can justify stabilizing rents when we
won't really be aware of what the cost of fire and liability
insurance, fuel, maintenance, etc. is going to be? How
do we stabilize these things?

ASSEMBLYMAN KEAN: Of course, these things do go into
the so-called cost of living. Some of these things rise
more rapidly than the cost of living - no question about it.
Some of them are going to go down hopefully. We have been
wrestling with the cost of insurance in this Legislature, as
you know. We hopefully are moving into some areas where we
can do something about it. The cost of fire and police,
of course, is borne by the municipality and is written
into the tax load that the landlord and the tenants jointly
bear.

ASSEMBLYMAN IMPERIALE: Don't you feel that rent contrcl
works hardest on the inner-city poor which may cause an
actual contraction of housing stock?

ASSEMBLYMAN KEAN: I don't, Assemblyman; I really
don't. I think it is the poor people, the people who are
living on fixed incomes, the older people, who are being
hit hardest by the present situation. I think that this
bill is not only going to help them, but it is a necessity
if they are going to maintain any kind of quality in their
lives; because 0f the small incomes they have, they are
paying a percentage of their income for rent that they
just can't afford. Eventually comes the rent increase and
they don't have the income to afford it. You see this again
and again and again. I see it most vividly in Irvington,
but I am sure you see it in parts of your district as we all
do. They want to be sure that if they have to pay an
increase in rent, that increase is justified, that it is
not an increase in rent that is going to be given because
somebody is making an excessive profit. They want to be

assured and under this bill they would be assured. If
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they got an increase, they would know that the increase
was justified. They would know that the landlord was
making a profit that he was entitled to and was not
making a profit that he was really not entitled to.
Right now, he has no idea.

ASSEMBLYMAN IMPERIALE: One final question: How do
vou feel this type of legislation would fit in with the
present tax proposal that Governor Cahill is trying to get
in, in other words, where tenants can now make certain
claims with rents paid in? How would it affect the
people then?

ASSFMRTYMAN KEAN: I think it would fit in like a
glove, very frankly, because one of the best ways that
we can determine -- Under the proposals of the Cahill

—aticr, we would have to determine exactly what

SAMLIL BT

a landloxri was making, at least as far as his taxes went.
Bacause wa would have to determine what percentage went
back to the ternant. The best way we ould do that is to
have a Rent Stabilization Law in my mind. It would be the
easiest way and it would be the least expensive way for
the State of New Jersey. That's why I say, if this bill
were to pass, it would fit in very well with that.

ASSEMBLYMAN IMPERIALE: Thank you.

ASSEMRLYMAN MEGARQ: Mr. Kean, one guastion: Newark
has many senior citizens' units sponsored by the Federal
government and cother housing sponscred by the Feder .
government, in which the rent is based upon ability to
ray. How would HUD feel towards any new development that
would be for private purposes on rent stabilization?

ASSEMBLYMAN KEAN: I don't really know. I have
HUD's figures, but I haven't talked to anybody about HUD.
As far as I know, on bills of this nature they haven't
taken any positicn. I really can't answer your question.
T would think it wou.d help them because it would enable
more pecple to live in private housing and less people to
Live wder the sponsorship of HUD, which is something we

all gasire.
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ASSEMBLYMAN MEGARO: I ask this question because of
the great amount of building that will be able to come
into Newark under the Housing and Urban Development
Corporation. I was curious how they would feel about
this, ' In .no way was I trying to stump you with any
questions. I appreciate your comments.

Are there any other questions?

ASSEMBLYMAN MENZA: Who would oversee the rent
increases and determine whether in fact they are based on
the four propositions contained within the bill?

ASSEMBLYMAN KEAN: This sets up a bureau within the
Department of Community Affairs.

ASSEMBLYMAN MENZA: Where is it?

ASSEMBLYMAN KEAN: On page 2.

ASSEMBLYMAN MENZA: Well, the way I read the bill,
Mr. Speaker - perhaps I am in error - it only states that the
department will conduct a survey and make a determination
as to the state of emergency. But where does it set forth
the procedure for this?

ASSEMBLYMAN KEAN: The actual procedure is on page
4, down at the bottom of the page: "There is hereby created
in the New Jersey Department of Community Affairs a
Bureau of Rent Leveling." Then it goes on with what the

Bureau of Rent Leveling would do.

ASSEMBLYMAN MEGARO: Any other questions? (No response.)

Thank you, Mr. Kean.
Our next speaker will be the Honorable Burt Ross,

Mayor of the Borough of Fort Lee.

BURT R O S S: Mr. Chairman and members of the
Committee, approximately half of the people living in
Fort Lee, the Borough I serve as Mayor, are tenants.
Needless to say, that number is growing every day. No
issue more vitally affects them than does Rent Leveling,
and it is because of their unanimous support for rent

leveling legislation that I appear before you today.
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The Fort Lee governing body passed without a dissenting
vote, a local rent leveling ordirnance. This bi-partisan
suppcrted ordinance, similar to wha*t has been passed by a
growing number of municipalities, is now a test case in our
courts. If this legislative bcdy were to act now, many
of our communities would save expensive court costs, and
our tenants wculd have uniform prctection.

I do not intend to dwell on the need for rent leveling.
It should be ocbvious. An individual signs a lease, and for two
or three years his apartment becomes his home. He invests
in it with wallvaper, carpeting, built-ins, etc. His
children =:22.1 in the school system,he joins a fraternal
organization, and perhaps his wife gets a job in town. Before
iong, they establish good friendships. They join the local
church or synagogue, learn the best places to shop. They
have become good, active citizens of the community.

In a couple of years, ths lease expires and the land-
lord jacks up the rent 35 per cent. The tenant's income
has not risen proportionately, and he is forced to move.

But how many more times may his family have to suffer a
costly uprooting because of someone's greed? The avaricious
landlord, knowing very well how difficult it will be

for the rooted tenant to move, charges every cent the
traffic will bear.

The rent leveling ordinance passed in Fort Lee prevents
this type of rent gouging. It recognizes that most ..andlords
are responsible men intent upon making a reasonable return
on their investment. But it also protects the tenant against
the landlord whose greed knows no limit.

One might argue that the free enterprise system
thrives on the uninterrupted interplay of supply and demand -
something I am well aware of as a stockbroker, or at least
I think I am a stockbroker. Sometimes on days like this,

I don't know. But isn't it true that the government
regy.lates to some extent almost every major element of
o smoonomy today? The law of supply and demand is constantly

tempered to protect the public, as well it should be in
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the realm of rents.

Now I would like to address myself to the tactics
which opponents of this bill unsuccessfully used in Fort
Lee; for you can be certain that they will continue to
employ shady means to accomplish their immoral ends.

You must remember at all times that this legislation
confronts men of tremendous wealth, but of little conscisnce,
who will literally stop at nothing to gain their goals.

When the bill was first introduced in Fort Lee, some
of the landlords went straight to Madison Avenue and
ﬁinanced a vicious public relations campaign, specifically
ihtended to appeal to people's basest emotions. Now I
want to deviate from my prepared statement to illustrate
something that happened this morning.

I was sitting up there and somebody comes along
and hands me a card that says, "Save our homes. Vote no
on this piece of legislation." The individual happens
to be a tenant who is a real estate broker in town. So
when he talks about "saving our homes," it is not his home
he is talking about saving. There isn't a conceivable way
of protecting tenants in this area of rent leveling that
would destroy a person's home. There is no way that anyone
can come before you today or at any other time and illustrate
how that could possibly happen.

What has affected the homeowners in the Town of
Fort Lee is the tremendous high-rise construction boon
that has taken place in the last ten years, during the
past decade. Every homeowner will testify to this. Their
~ taxes have doubled and tripled.

If a homeowner is gcing to lose his home in Fort Lee
it is because of the following type of situation:  You
have a home and you find practically in your backyard a
30-story,high~-rise apartment building goes up. As it is
going up, it is not a very comfortable place to live and
even when it goes up, it is not a very comfortable place
to live. So you decide to sell your home. And who buys
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it from you? The landlord. the builder Down goes your

home and another building goes up- If you look and see where
there has been a loss of homes in Fort Lee in the last
decade, you will see the greatest cause of loss of homes

has been the continued uninterrupted kelter-skelter con-
struction of more and more high-rises.

Back to my text. When their campaign failed. the
landlords financed a front organization, the ostensible purpose’
of which was to protect homeowners' rights. The leader of
this movement. a former tenant himself. said in an article
appearing in the Bergen Record on April 15. 1972. that
the New Jersey Builders Association had paid for a flyer,

a press release., and the petition form his organization had
used. Referring to the builders’' association, he said. and
I quote, "They said as long as we opposed rent leveling.
they will help us out."

An attempt was made by the leader of this organization
to split the town between homeowners and tenants. Tenants
were called transients and New Yorkers. and when all else
failed. homeowners were told that their taxes would go up
if rent leveling were passed. But this, too. failed and
the ordinance was passed unanimcusly,

Action 1s long overdue. An ever-increasing proportion
of New Jersey residents are tenants and that will continue.
They need protection now. and they are looking to you.

Thank you.

ASSEMBLYMAN MEGARO: Thank you. Mayor Ross.
Assemblyman Manner has a question.

ASSEMBLYMAN MANNER: Mayor. you referred to the
ordinance which was passed in Fort Lee. How long has that
been in effect?

MAYOR ROSS: It is 1in the courts now. It has not
taken effect. The landlords got an injunction. It 1s now
before Judge Pashman and we are waiting for his decision.

I hope that if this legislative body doesn't pass

an actual rent stabilization bill, at least the municipalities

36



in New Jersey are given enabling rights, so that we can
protect our citizens ourselves. That is vital.

ASSEMBLYMAN MANNER: Thank you.

ASSEMBLYMAN MEGARO: Any other questions? (No response.)
Thank you, Mayor.

Our next speaker is the Honorable Albert E. Logan,

Mayor of the Borough of New Milford.

ALBERT E. LOGAN: Mr., Chairman and members of
the Community Affairs Committee: As Mayor of the Borough

of New Milford, I wish to take this opportunity to thank

you for giving me an opportunity to tell you that the

Council and I, representing the people of New Milford,

are in favor of passing,as a temporary measure perhaps,
Assembly Bill 656.

It is not my intention to spend these five minutes
given to me castigating all landlords or all tenant groups.

I believe there are good and bad in each division.
Unfortunately, I am sure what I have to say and what will

be said by others today will be to a degree repetitious.

A great deal has been said by many, many people, including our
Honorable Senators, Assemblymen and local representatives of
our municipalities concerning rent regulations established
under Phase II of the Economic Stabilization Act.

It has become apparent to all - landlords, tenants and, yes,
even the Internal Revenue Service - that ambiguity predominates.
No one seems to know about the legislation. As a result,
there are literally thousands of cases where injustices
have occurred and are continuing to occur.

Obviously there is a need for correction and that
is why I am here today. It is my intent then, in the light
of all that has been said, to concentrate not on particular
and specific cases, because there will be many of these -
and to mention cases without hearing both sides sort of
weakens the very essence of the argument - but rather to
talk of the peculiar problem that exists in the Borough
of New Milford.
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In New Milford, we have approximately 2,060 garden
apartment dwelling units. They cover approximately 250
acres. They are broken up into three units.

Both locally and statewide - and I want to be very
definite about this - we are all aware of a housing shortage,
especially in the middle-income area. During the past
year it has been reported to us that there have been very
large rent increases in the various apartment developments,
with the greatest increase being experienced in the largest
of the three.

We on the Council of the Borocugh of New Milford have
been studvinag this problem, specifically the rent increases
and the effects of said increases upon the tenants.

A good portion of the tenants can be classified as

i

senior citizens and are living on a very fixed income,
with & great many of the other tenants on incomes which
would make it very difficult to accept a high percent in
rent increases and still maintain whft might be considered
a good standard of living.

The Mayor and the Council are unanimous in =heir opinion
that some relief in the form of rent leveling is necessary
for all apartment dwellers. They are also cognizant of the
legal difficulties in attempting to provide rent leveling
under a local municipal power and are looking to the
Legislature for the establishment of a State rent leveling
program which would provide fairness to all parties concerned.

The trouble in our apartments concerning rent increases,
which have often been referred to as rent gouging, is that
bitter accusations have resulted between the parties
involved, wit: termination notices being served upon many
tenants:-and with the tenants having to take the position
that the notices are being served as a method of harassment
because of their stand in relation to such increases. The
problem in our beorough, in my opinion and in the opinion of

Council, results from the complete lack of action by the
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State Legislature.

We are fairly convinced that the equitable methcd
of rent leveling can only be established on a statewide
basis. In addition, it is thought that if the proper
legislation is passed, the question of validity would not
be present as it now exists in pending litigation.

It is obviocus from the experience of these tenants
that the Phase II Program under the Emergency Stabilization
Program is not achieving a solution to the problem for the
tenants of our municipality. It is my understanding through
various reports that the Federal Internal Revenue Service is
or has investigated many of the rent increases as they apply
to the Phase II Program, without having come to any conclusion
as to their validity. Be that as it may, it is still quite
clear that the increases permitted or allowed under this
regulation would still not be a solution to the problem,
especially with the possibility that the Phase II program
might be terminated in the very near future.

It is also evident that the housing shortage in the
State of New Jersey will not be resolved in a short period
of time and until that problem is resolved, it is an
urgent necessity that some sort of rent leveling be put
through which will benefit our tenants.

We would like to make a very clear stand in regard
to this legislation that we are very firmly in favor of the
American way of doing business. The spirit of laissez-faire :
which established this country and made it the great country
it is today enabled people to go forth and to work, as a
result of which profit was a necessity.

We feel that the landlord should be able to receive
a fair and equitable return for his investment. A fair and
equitable return is what must be decided.

As a businessman, if I were a contractor and chains
were put around my legs and arms as to how much money I
could make or I was restrained to the nth degree, I would

be very reluctant to engage in future construction and
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ruture construction might very well be the answer to oux
housing problem in the State of New Jersey. Therefore, we
have to be corncerned with both aspects of this problem.

I feel by reason cf the fact that cur tenants are
in such a positicn as they are in today that there is a
dire need for ar emergency measure to be put through, which
will stabiliee their rernts. I think it is unfair that
rent increases, as has happered in our town, have gone
from 20 to 65 per cent. It borders on exorbitant. Yet I
say to you that I am in favor and the Council is in favor
of a temporary measure of stabilizing these rent increases.
However, we are not in favor of rent control.

So, in concluding, I strergly urge - I humbly beg -
that the Legislature of the State of New Jersey enact. :_
k2 necessary rent leveling legislation without delay.
Thank vyou, gentlemen.

ASSEMBLYMAN MEGAREC: Thank you, Mayor Logan.

Any questions?

ASSEMBLYMAN IMPERTIALE: Mayor, I have heard
much reference made as to how this bill would he.pr senior
citizens, particularly a stress on senior citizens, because
it seems to be a very hot spot. Yet we know the bill
makes provision in the event there may be an increase in
taxes, the landlords can raise their rent then. If we
have such a provision in this bill, how do we justify
the increase on the senior citizensthen when they d not
get an increase in their Federal subsidy or wherever they
get their subsidies from? 1In essence, doesn't that affect
them adversely?

MAYOR L{ 2AN: The senior citizen unfortunately will
have to be affected one way or the other. I thinﬁ %hat
we are talking about rnow is how littdé can we affect them.
Of course, they will be affected. Any rent increases will
affect everybody. Ary tax increases in a municipality are
bound to be shared by all people, whether they be tenants

v romeowners. I think what we are trying to do is to
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minimize the effect it will have upon our senior citizens
and at the same time give a fair return to the landlord

so that the maintenance of these apartments canbe kept

at a level where the assessment value does not depreciate
to the point where the tax returns from these apartments are
a direct reflection upon the homeowner.

ASSEMBLYMAN IMPERIALE: One final question: I am
asking you your personal opinion as mayor of a town on
this. Don't you feel with this type of legislation, in
order for it to be implemented properly. there should be
some sort of study, combined with the Federal government
and State, where all concerned could be taken care of? In
other words, this bill may appear very good now. But there
is a part missing. There is a part that comes before this
bill, the protection of the citizens. I am just curious
how you feel about that.

MAYOR LOGAN: Speaking as the mayor of the town
and not for the entire council, it has been my experience
over the last few months that the municipality has been
on the front line for the tenants of the apartments who
felt as though their local councils and mayors should be
able to take some definite action, some stand on this
thing. Many have actually refused to recognize the fact
that it is not within our jurisdiction to so move. Yet
if we were to go to the extremes that you recommend, Mr.
Imperiale, I would say that we would be six months, a
year, perhaps two years, maybe three years away from making
any sort of a determination.

At the very inception of my talk, you might have
heard me say,as a temporary measure, we are in favor of
doing something and doing it now. So the Council and I
hope that you will enact this bill.

ASSEMBLYMAN IMPERIALE: Thank you.

MAYOR LOGAN: You are quite welcome.

ASSEMBLYMAN MENZA: Two questions, please: On the

one hand, you argue for rent stabilization; on the other
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nand, you argue for increased construction work. The
argument against rent stabilization very simply is that
it will deter future construction. What is your comment
on that?

MAYOR LOGAN: I don't think that rent stabilization
properly administered would deter construction. I do
think rent control would. I think there is a vast difference
between the two. I think under rent stabilization, we are
trying to give a fair return to a landlord. Again this is
only a temporary measure. As soon as the housing shortage

begins to resolve itself, there will be some encouragement

on the part of contractors or landlords to build more apartments.

MR, -MENZ&:LI: Mayor, you stated in your town there
was substantial rent increases in numerous apartments.

MAYOR LOGAN: Yes.,

ASSEMBLYMAN MENZA: You stated also that your council
made a study of these rent increases to determine the
effect on the tenants. What determination did you make,
one, as to why the rent increases ana, second, the effect
on the landlord's return on his investment?

MAYOR LOGAN: Yes. Over the past number of years,
due to the poor return on the investment of these landlords,
we have had to make ad&justmantasein tax assessments which
resulted in rebates in taxes. Since this Rent Phase II has
come through, the landlords in our town, and,in particular,
one large unit, have found that their rents were far below the
norm. According, as he started to increase rents, cney were
appreciable increases, which perhaps might account for the
effect that it had in a violent reaction of the tenants
in this particular area. This is one of our great concerns.

ASSEMBLYMAN MENZA: I am a little confused, Mr. Mayor.
You said that your municipality gave tax rebates to the
landloxrds. Is that correct?

MAYOR LOGAN: That's right.

ASSEMBLYMAN MENZA: Were the tax rebates,when given,
reflected in the tenant#&% rents?

MAYOR LOGAN: Apparently it was reflected in the
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tenants' rents because that is his income. If his
maintenance cost and his cost of operation were of such
a nature that the income he got was considered by the
courts not to be a fair return on his investment, then
the assessed valuation was adjusted accordingly.

ASSEMBLYMAN MENZA: I am not asking you that. I am
asking,after your council adjusted the assessments, if you
then made a statistical study, if you will, as to whether
the decrease in taxes was reflected in a decrease in
rents to the tenants.

MAYOR LOGAN: Reflected in a decrease in rents to tenants?
I never said he decreased his rents.

ASSEMBLYMAN MENZA: Stabilization of rents then?

MAYOR LOGAN: Stabilization. We feel as though
stabilization would give him a better return .

ASSEMBLYMAN VEIT: Mayor Logan, does New Milford
have an ordinance against new construction of multiple-family
dwellings?

MAYOR LOGAN: No. We are not in favor of and have
disapproved any rezoning which might result in high-rise
construction.

ASSEMBLYMAN VEIT:, How alout generally, take the
garden-type variety? There is no restriction?

MAYOR LOGAN: No restriction.

ASSEMBLYMAN VEIT: Do you know whether or not a
number of the surrounding communities have ordinances that
would prohibit any new construction?

MAYOR LOGAN: Not to my knowledge.

ASSEMBLYMAN VEIT: O.K. That's all I have.

ASSEMBLYMAN MANNER: Mayor, you referred several times
to a fair return on investment and previous speakers have
also referred to this. But to this point, we have not had
an estimate in answer to our question as to what would be
considered a fair return. Would you care to venture what
your opinion is?

MAYOR LOGAN: I would say somewhere in the neighborhood
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oL 7 or 8 per cent on his investment.

ASSEMBLYMAN VEIT: Mayor, when the re-evaluation
or reassessment of the apartments in your town were made,
when they went downgand they got a rebate on their taxes,
didn't that in fact mean that the other taxpayers in the
town had to pick up that difference?

MAYOR LOGAN: Very obviously, yes. The burden had
to be carried by the rest of the taxpayers.

ASSEMBLYMAN VEIT: So, in fact, because there was
less income, because they got a lower valuation, the
homeowners and the other taxpayers in the community had to
pick up the difference. I just wanted to establish that.

MAYOR LOGAN: Yes.

ASSEMBLYMAN MEGARO: Any other questions? (No response.)

Thank you, Mayor Logan.
Our next speaker will be the Honorable Thomas Dunn,
Mayor of Elizabeth.

THOMAS DUN N: Thank you, Mr. Chairman and
members of the Committee.

I don't want to scare you gentlemen with all the
papers that I have in front of me. Truthfully, I am not
prepared to give a formal statement to you, but what this
envelope does contain are letters that have been coming
to my office for many months, indeed many years, pleading
with me to do something about giving the tenants a break
in our city.

First, let me give you a very brief breakdown of
the City of Elizabeth. We are now the fourth largest city
in the State of New Jersey. We are the only city of the
so-called "big six" that grew in population during the past
ten years. I would like to say that we must be doing
something right in our town if people are leaving other cities
and trying to find places to live in our city.

For your information also, as some other speaker
mentioned, we have had a tremendous influx or migration, if

vou will, of Spanish-speaking people into our city in a
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very brief period of time. So there will be no misunder-—
standing about it, I might say this, that we welcome them
and they indeed have been an asset to our city, especially
in the area of revitalizing some of our business districts.
In our town today, approximately 50 per cent of
our residents are tenants, which gives me cause to make
note of a question that was asked of the speaker before
Mr. Kean about the possibility that if a new Legislature
were voted into office, couldn't this 656 be knocked out
or repealed. Well, from a political standpoint, and
I am not being facetious when I say this, I sincerely feel
that if you do at long last adopt into law Assembly 656
or something even stronger than that, that you won't have
to worry about there being a new Legislature. I think the
tenants of this State will show their appreciation to those
men who vote in favor of it or something similar or something
stronger than it.
Since 1969, I have been trying to do something in
our city,and so has our city Council, toward giving the
tenants a better break than they have been getting.
Unfortunately, just about everything we tried has been
ruled unconstitutional or our Law Department simply tcld
us that we could not do it.
What has happened in our town - and I am sure in
many other towns - is that what was once a personal relation-
ship between landlord and tenant has almost disappeared,
exceptlin some cases where you have two-family houses or
three- or four-family houses where the landlord still
lives on the premise. But in our town - and I can only speak
about our town- one of our big problems is that the big
apartment-house complexes are owned by conglomerates and
the tenants are not recognized as Mrs. Clancy or Mrs. Schwartz,
but by numbers. For example, we have one large complex in
our city and we are still trying to ascertain the true
ownership of that particular complex. We are dealing with
a corporation that has been swallowed up by a conglomerate
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and, therefore, the personal touch is no longer prevalent
in our city between landlord and tenant, except in rare
cases.

We have noticed too that when we increase taxes in our
city - and like all other governmental bodies, they have
averaged somewhere around 10 per cent per year - surveys that
we have conducted as the official family and surveys con-
ducted by other agencies have indicated to me concretely
that in many cases some unscrupulous landlords have been
making money on tax increases foisted on them by city
governments.

While the survey that I have in front of me is an
old cone, I would like to make reference to one specific
situation that was brought to our attention by our Tax
Department a couple of years ago. The report that I am
reading from was dated February 25, 1971. Therefore, it is
not too old. One apartment house owner in our town had a
total increase in taxes of $10,600 for the years 1968,

1969 and '70. He raised the rents in 1970, $75 per month
per unit on 63 units, thereby increasing his gross income
$56,700 for that year. This specific case reflects an
increase of 60 per cent in gross income. Yet increases
in taxes and other operating expenses amounted to only

20 per cent.

Now, in fairness to landlords, I do believe that
this is an exceptional case of rent gouging. But we have
been faced with an ever-increasing number of rent gouging
cases of late, despite so-called Nixon Phase I and Phase II
programs.

I don't mean to be political with this comment,
but in my opinion both Phase I and Phase II have been
frauds perpetrated on the people of this country, especially
in the area of rent control or rent stabilization or rent
standards or rent guidelines. Because there is absolutely
no agency in the $tate of New Jersey or any place else in

this country, as far as I can see, that has the ability or
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the manpower to enforce the Federal guidelines on landlords
who wish to take unfair advantage of the situation. As

a matter of fact, any contact that I have had with IRS oxr any
other so-called authority on these guidelines only makes me
more confused than ever. Andi{Iknow when our tenants and
landlords contact the so-called authorities, they are more
befuddled and confused than ever before. So while the

intent and purpose of the guidélines may have been commendable
and good, there has been definitely a lack of enforcement

and the unscrupulous landlords have been taking unfair
advantage.

I am here as the Mayor, but I am &lso here in the
company of a very strong agency in our city or group, known
as the Elizabeth Tenants' Association. I am here to lend
that organization moral support in asking you to adopt into
law Assembly Bill Number 656.

If I have any comment to make whatsoever about this
bill, it is that it is not strong enough. We in the City
of Elizabeth have been trying to get rent control for
several years now because we have a less than one per cent
vacancy factor in dwellings in the City of Elizabeth. You
referred to a situation of less than five per cent. We
have been living with this less than five per cent area for
many years now. While we are proud of the fact that we are
growing in population, we are saddened by the fact that
we have no place to put the people who want to come into our
city. Therefore, it opens up an opportunity for unscrupulous
landlords to take advantage of it.

This appearance also gives me the opportunity of
touching briefly on what has already been mentioned. Someone
questioned previous mayors of suburban towns as to restrictions
on construction of new apartment houses, whether they be
high-rise or the low-rise type. I think this indeed is one
of the problems of the State of New Jersey and perhaps
other states, that too many suburban towns are not accepting

the responsibilities of a new culture, a new society. They
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are not accepting low-income people into the suburban
towns. - ’By.moning restrictions and other discriminatory
practices, they are restricting the new construction in
suburban towns that could be opened up to low-income and
middle-income people. As a result, low-income people,
middle-income people, and - I don't like to refer to them
as senior citizens - I like to referxr in this particular
category to people living on fixed incomes - they must
of necessity stay in the cities. If the suburban towns would
accept their responsibilities and help out in this over-all
problem, which is a problem of the total society and not
just a problem of the urban cities, indeed I do not believe
there would be need for this Assembly or for any other
governmental ‘agency to be worrying about the total problem.

I respectfully ask you gentlemen to give serious
consideration to using your influence with other members of
the Assembly and Senate and the Governor to enact into law,
at least, Assembly Bill 656 or indeed something perhaps with
more teeth in it.

ASSEMBLYMAN MEGARO: Thank you, Mayor Dunn.

ASSEMBLYMAN IMPERIALE: Mayor Dunn, I would .just 1like
to make reference to two statements that you made, one
pertaining to the statement of how the tenants would react
if this legislative body wouldwote in favor of this type
of bill. I just wish to say that I have remained open-
minded and I am sure this Committee has. It is incumbent
upon this legislative body to protect the poor as well as
protect the landlords. Sometimes where legislation may
sound good, it doesn't really serve the poor people. Concerning
the reference to President Nixon's program, I agree that
Phase I and Phase II are frauds. It is unfortunate the
President of the United States didn't freeze everything
when he put on the freeze, including taxes.

You made reference to the migration to your city, I
would like to ask a question that is important to me: With

the increase in population in the City:of Elizabeth, what
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has been the increase in your welfare rolls?
MAYOR DUNN: There has been no radical increase in
our welfare rolls in the City of Elizabeth, despite this
migration. It is a tough thing to gauge, however, in
view of the fact that most of the welfare problems are
now being absorbed by the county. But with the migration
of the Spanish-speaking people into our town, there has also
been a stabilization, I believe, of the Black population.
The percentage of increase on the welfare rolls, I do not
believe to have been increased to any great extent by the
increase in population over that same ten-year period.
ASSEMBLYMAN IMPERIALE: You said since 1969, you have
been trying to give a break to tenants. Since 1969, what
has been the increase in taxes for Elizabeth?
MAYOR DUNN: Well, if you take about a 10 per cent
increase per year, t think that would be a pretty good score.
ASSEMBLYMAN IMPERIALE: Of these unscrupulous land-
lords that you spoke about, how many has the City of
Elizabeth ever brought in and tried for being slumloxrds
and convicted?
MAYOR DUNN: We have brought in many. In most
cases they are the same landlords. Again, to repeat, in some
instances, it is quite difficult to truly ascertain who
the landlord is. The one conglcmerate that I speak of has
its main office in Chicago, I believe, and they have one
or two local people who manage the property and, in fact,
do not even give the management of the property to a reputable
local real estate broker. So as far as we know, the owner
of that property is nothing more than a post office box
in Chicago.
ASSEMBLYMAN IMPERIALE: Mayor, just two more questions.
Do you have much vacant land in Elizabeth?
MAYOR DUNN: We have no vacant land, except a parcel
of land now of some 13 acres that we completely leveled
with a very firm commitment, in fact, from the Federal govern-
ment that we would be able to build housing for the people

who need it most, the low-income pecple. However, after
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eight yvears of planning, after eight years of relocation of
people, after eight years of demolition of everything that
looked like a structure and everything on that land, - it
is now a barren piece of land - the Federal government has
violated its commitment to the City of Elizabeth and they
have stopped us from constructing the homes that we wanted .
to build because after eight long years, some genius in
Washington recognized the fact that the Newark Airport was .
right next to that site.
We have vacant land that was meant for housing, but
the Federal government will not allow us to build housing there
now because of the noise factor coming from the Newark Airport.
ASSEMBLYMAN IMPERIALE: One last question - In places
like Newark, Elizabeth, etc., would you agree there are
times where little land;: or none is provided in zoning for
construction of new apartments? I notice a lot of towns
and cities drag their feet in zoning. There is very little
zoning, so there can be new construction of apartment houses.
How do you feel ébout that?
MAYOR DUNN: Our city has bent backwards. We have a
Variance Board, a Board of Adjustment, whatever you might
want to call it. They have been extremely liberal, in my
opinion, in allowing the construction of apartment-house
complexes where it would not racically affect the character
of the neighborhood.
ASSEMBLYMAN IMPERIALE: Thank you.
ASSEMBLYMAN VEIT: Mayor, since 1969, yéu have been
trying to get some rent control you said in Elizabeth?
MAYOR DUNN: Well, actually it was before that.
But in 1969, we started to notice an increase what we .
considered to be rent gouging or excessive increases in
rents being charged tenants. .
ASSEMBLYMAN VEIT: Since that period, has there been
any substantial new developments in the community - any pur-
chasing of old buildings, demolition - by private industry,

not necessarily by government sources?
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MAYOR DUNN: In just about every area, there has
been a stabilization of everything because of the lack of
land. The Port of New York Authority has taken over
perhaps the prime land of our town, to the extent of some
25 per cent of it. The piece that I referred to on which.
the Federal government now prohibits construction of housing
is vacant and will be for some time.

In my opinion, urban renewal has been a dismal
failure in our city as in every other city across the
country. So we can go nowhere now except up and that
presents many problems to our community.

ASSEMBLYMAN VEIT: Especially for the airplanes coming in.

MAYOR DUNN: Right.

ASSEMBLYMAN VEIT: Mayor, have you received any overtures
from private industry on that 13 acres as far as development
is concerned?

MAYOR DUNN: Yes, overtures are being made to have it
rezoned for light industry.

ASSEMBLYMAN VEIT: Light industry, not housing?

MAYOR DUNN: Light industry, not housing.

ASSEMBLYMAN VEIT: Thank you.

ASSEMBLYMAN MEGARO: Any other questions? (No response.)
Mayor Dunn, thank you very much.

We will have one more speaker before we recess. I
would like to ask the speakers to try to limit their remarks
to five minutes.

Our next speaker is the Honorable Matthew Rinaldo.

Is Senator Rinaldo present? (Not present.)
Mr. Daniel Gaby. (Not present.)
Mr. Michael E. Levin, Lakewood Township Committee,

Lakewood, New Jersey.

MICHAEL LEVTIN: Gentlemen, I will try to be
very brief. My name is Michael Levin. I am a member of

the Lakewood Township Committee, which I believe in the
summer of 1971 was the first township to pass a rent leveling

ordinance, which was modeled primarily on some of the
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suggestions that were made in former Assemblyman Kravarik's,
kill in 1970.

Again, just to be brief, I attended similar hearings
before Assemblyman Brown's Committee, now Senator Brown, in
April of 1970 here in this Chamber. It is interesting to
note that at that time there were approximately four or
five other people here from Lakewood and I came merely as
a spectator, but I knew the people and they asked me to
speak for them. They asked me to speak for them because they
were tenants who were afraid to speak for themselves.

I want to commend you at this time for doing away with
that evil and passing the Tenants' Bill of Rights.

I would like to give you the benefit of our experience
in Lakewood with the rent leveling ordinance. We reached
~ur decision to pass that ordinance in the summer of 1971
because in 1970 and in 1971 nothing had been done on this
level to give us enabling legislation. We also reached that
decision because we were concerned thst many, many of our
citizens, our elderly and retired, had been, in essence,
lured to our community by very low rents. They had been
locked in on fixed incomes. Their buildings had been sold
at higher prices after the buildings were filled and these
people were forced to pay exorbitant increases, increases
that they could not afford.

We felt because nothing had been done, because this
situation existed and because there was a need to fc.us
attention on the plight of our tenants, we had to take the
drastic step that we did. So in July of 1971, we did pass
a rent leveling ordinance.

I wculd like to happily say to ypu that the passage
of that ordinance was not completely without the cooperation
of the landlords in our town after the ordinance was passed.
I say that because we did establish a Rent Control Board
with two members of the Township Committee, myself included,
and a member of our Housing Authority being included, and I

can report that that particular Board did help negotiate a
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lease between the largest landlord in town and approximately
300 apartment units.

I would like to comment on two of the questions that
have been raised here this morning, those questions being:
one, will more construction be hindered by rent stabilization:
and, two, what is a fair return for a landlord?

I think I can answer both by concentrating on the
fair return question. I don't think there is a definite
answer to what is a fair return. However, I would urge
you to do this - pick a day and come to Lakewood. We have
many, many apartment buildings in Lakewood and we have
good zoning for apartments. Come to Lakewood. Pick out any
five apartment buildings built in the 1960's. Then you and
I will try to get a list of the owners - and we can - and
we will say to the owners, "Submit to us your Federal income
tax returns." Then let us submit to our CPA's these returns
and let them do an analysis on what the return on their
original cash investments is. Let's do an analysis and see
what actual benefit that initial cash outlay has been. I
think you will find, gentlemen, that the return has been
substantial. I think you will also find if you were
willing to trade them 15 per cent per year compounded on
their original cash investment, they would not trade you.

I think you will find, particularly in our town and our
area, that apartments are built more and more by people
who want and have to take advantage of our tax laws, our
depreciation laws, etc.

There was some question raised by Assemblyman Imperiale
about there perhaps being some need for more study before
this bill is passed. Well, I urge you to study this. But
I urge you to pass the bill first. Because I have been
coming to these hearings sin¢e/!70jour Legislature and many
others have been studying it. The more you study it without
action, the worse it becomes for the tenant. I urge you to pass

this bill and then to study it some more.
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In closing. I have been thinking as I have been sitting

nere - and I am sure you are going to pass this bill because

it is so badly needed - about some of the things youumight
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consider after you pass it and which might be included in future

amendments and future bills.

Number one, Mayor DeFino - and I wholeheartedly agree -
made the suggestion that whereas in this particular bill
before you now you have put in some machinery so that
municipalities can get out of the provisions, you should
have some machinery for municipalities to ask to be included
in the provisions, and I agree. I also would urge that
there be more municipal control in this area because I
believe that people on the municipal level are more attuned

to the problems in their townships. However, I do recognize

“hat there are certain political considerations about becoming

locked in once this type of legislation has been passed. And

I do recognize that there may be people who feel that once
you pass rent leveling, the next thing you will do will be
to go to rent control and rent freezing. I urge you to
avoid this so we can avoid the type of problems that existed
under the New York situation where there were some buildings
that in 1970 had rents frozen at 1943 levels, and that is
what creates slums. I believe that rent leveling will not
create slums.

I also urge you in the future to provide some machinery

to foster improvements in building and I think it is only
fair when improvements are put in, something be passed on
to the tenant to pay for those improvements. However, I
would urge you, as you become more sophisticated in setting
up the bureau which must necessarily accompany this legis-
lation, to tie in those improvements with tax depreciation,
etc., etc., and have some machinery available to check this.
In closing, I would like to agree with some of the
officials from some of our larger cities here in New Jersey.
I come from a township that has approximately 30,000 people.
Avproximately one-third of our township is developed. We
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have some of the largest corporate builders now building
single~family homes and apartments within our townshinp.

We face innumerable problems. But I think it is only fair
to say that if a township committee or a mayor or a borough
council wants to have some kind of rent leveling ordinance,
then they too must show their good faith by having adequate
zoning laws to provide housing for low- and middle-incume
people.

I urge you to follow up whatever vyvou are going to do
in this particular area of rent leveling with the necessary
corollary of perhaps providing in the future legislation
whereby municipalities who don't have adequate zoning laws
to provide for low- and middle-income housing are not eligible
for this type of remedial legislation. Because all the
people of the State of New Jersey are concerned and it would
be unfair to many, many others if you didn't follow it
up with that. Thank you very much.

ASSEMBLYMAN MEGARO: Thank you. Assemblyman Imperiale
has a question.

ASSEMBLYMAN IMPERIALE: Mr. Levin, with reference to
your statement that we should pass this legislation and
then study it, in the past I have witnessed too much legis-
lation that has been passed first and then studied later.
The poor people and the middle-class people are always
the ones who suffer for it. That is why we are trying to
scrutinize this as much as we can.

MR. LEVIN: My point is, sir, that a lot that is
in this bill was before a similar committee in 1970 and
1971, and you know you can study it to death. I think
that it is fine to keep studying it, but you are keeping the
status quo. I urge you to study it and at the same time,
it is time to give the tenants a break because they have had
their troubles.

ASSEMBLYMAN IMPERIALE: Thank you. We have been
tenants for many years and I know what it is to be a tenant.

You made reference to the town from which you come.

You have permitted zoning for single houses and for apartment
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houses.

MR. LEVIN: Yes.

ASSEMBLYMAN IMPERIALE: Yet, if I am not mistaken, in
the town you come from you have very strict zoning pertaining
to apartments.

MR. LEVIN: Absolutely not true.

ASSEMBLYMAN IMPERIALE: How many apartments have been
built in your town fnr lgw-inme and middle-income people?

MR. LEVIN: For low- and middle-income people?

ASSEMBLYMAN IMPERIALE: Yes.

MR. LEVIN: For private industry?

ASSEMBLYMAN IMPERIALE: No, for the people, whether
private industry or not. How many have you built lately?

MR, LEVIN: We have a Housing Authority, which is a
separate and distinct body from the Township Committee.

It is my understanding there has been built since their
existence approximately 200 units for senior citizens, sub-
sidized housing, and they have built anproximately 100 units
for low- and middle-income. In my estimation that is not
enough. If I had my way - and I have been on the Committee
for the last year and a half - I would like to change the
philosophy on that particular Housing Authority. I am sure
you are aware the financing up to this point has been chiefly
Federal funds available for that type of housing.

Now the State of New Jersey has created the New Jersey
Housing-Finance Authority and I hope that our townsh:io
will see fit to take advantage of that particular authority
and create more middle-income and low-income subsidized
housing.

ASSEMBLYMAN IMPERIALE: Thank you.

ASSEMBLYMAN MEGARO: Any other questions? (No response.)
Mr. Levin, as Assemblyman Imperiale stated, the policy
of this Committee is to study the bill and then release
it, not to release it and then study it.

MR. LEVIN: I understand that. What I am saying is
that the basic elements of this bill have been considered for
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more than two years. I sincerely believe that it is time
now to pass this bill and not put it away for another yeaxr.
I think it is awfully important.

ASSEMBLYMAN MEGARO: Thank you, Mr. Levin.

In keeping with our policy of having elected
officials speak first, we have one more elected official,

and that is Mayor Robert Brune of Dover Township.

ROBERT BRUNE: I would like tc thank you
gentlemen for the opportunity to speak on such short notice
and I will be brief.

As Mayor of the largest township in the fastest-growing
county in the Nation, I fully suppcrt the residents of my
community who are concerned about the tremendous increases
in rents they have experienced in the last few years.

As one example, rents in some of the trailer parks in Dover
Township, I have been told, have increased in the last year
and a half up to 86 per cent, and the people there are now
being asked to bear the burden of the cost of sewer assess-
ments.

We are experiencing in Dover Township and throughout
Ocean County a population explosion. The military officials
at Lakehurst Naval Air Station are aesperately seeking housing
for their personnel and there is no doubt we have a vacancy
rate of housing well below 5 per cent.*

I think the groups that are particularly hardest hit
are the people that are in the military, the senior citizens
that have just recently moved into our area, and the young
people that are just starting out in life and do not have
the means to afford their own home.

I applaud the efforts of this Committee for addressing
themselves to an issue of vital concern to a very large
group of people, not only in Dover Township and in Ocean
County, but throughout the State. I would hope you make
a favorable report and take into consideration the pleas you
have heard here today.

I thank you again for the opportunity of being
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heard. Thank you.
ASSEMBLYMAN MEGARO: Any questions? (No respcnse. )
Thank you, Mayor Brune.
I would like to thank every participant this
mbrning for your undivided attention. We will recess now
until 1:30, at which time we will reconvene. Thank you

very much.

(Recess for Lunch)
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(Afternoon session)

ASSEMBLYMAN MEGARO: I would like to ask =zll
members of the Municipal Government Committee to please
take their places at the head table.

Good afternoon, ladies and gentlemen. Welcome to
part two of the hearing on the Rent Leveling Bill,
Assembly No. 656.

I would like to thank you for returning this
afternoon and I would like to reiterate that all of the
rules pertain to the afternoon session, as well as they
did to the morning session.

s . I would like to also mention that any written
statements by any speaker can be presented to the
stenographer and they will be made a part of the record.
Secondly, if there is anyone who has to leave at a
particular time who would care to have his statement
recorded, he can do so by leaving it with the stenographer
and, again, it will be included in the record of this
hearing.

We will try to follow the five-minute rule in
order that we may hear as many people as possible in
this afternoon session. l

Again, the rules of this House: There will be
no demonstration of any sort in the manner of any cheering,
whistling or clapping for any one speaker. We would
appreciate it if you would refrain from doing so. I
urgently request you to cooperate with all of the rules
so that we can move along rapidly. And I am sure, if
you will extend the same courtesy to us this afternoon as
you did this morning, we will be able to have a very
successful hearing. I am sure the members of this
Municipal Government Committee will extend every possible
effort to hear you and to make an equitable decision.

I would like to again introduce, for the benefit
of those who were late: in arriving, the members of this

Committee. This is the Municipal Government Committee of
]
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the General Assembly of the State of New Jersey. On
my left, your right, the Honorable Arthur Manner,
Assemblyman from Union County; the Honorable Robert
Viet, Assemblyman from Bergen County: on my right and
your left, the Honorable Alexander Menza, Assemblyman
from Union County: and also the Honorable Anthony Imperiale,
Assemblyman from Essex County: and yours truly, from
Essex County, Frank Megaro.

We will proceed by calling as the first speaker,
Mrs. Bess Gollin, Chairman of the Hudson County Rent
Payers Organization. Mrs. Gollin.

M R S. BESS R. GOLULTIN: My statement
today is, why we need rent control at once.

Mr. Chairman, Assemblyman, Mr. Megaro, Committee
Members, ladies and gentlemen:

I am Mrs. Bess R. Gollin, Chairman of the Hudson
County Rent Payers Organization and Pregsident of the
Jersey City Rent Payers Association, Inc.

For the past 14 years, since the demise of rent
control, I have been going to Trenton in behalf of the
rentpayers, asking for a rent control bill. There were
many bills put in the hopper in the Assembly Chamber,
but none, however, were brought out on to the floor for
a vote. Rent control is needed at the present time, as
long as the housing shortage is still with us. You know
and I know just how acute the shortage is, and thaere is
no argument about it.

Many of us live in heavily industrialized and
populated areas throughout the State where available
housing is at a premium, especially in apartment dwellings
where moderate and middle income people reside and where
rents are increased time and time again with no end in
sight. And in the light of the very serious housing
shortage, tenants need some protection against the vin-
dictive landlords and agents for arbitrary rent increases
and evictions that are cluttering up our courts today.
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These increases are imposed upon a hapless and
helpless people who have no one to turn to in thei:
behalf, all because of no realistic rent controcl ill.
The rentpayers are bewildered, exploited and desperate
and are forced to deny themselves the very necessities
of life in order to pay the excessive rents demanded.

In the interim, despite the current recession, inflation
and lay-offs, and with the high prices of food and othex
commodities, a great number of mothers are compelled to
leave home and children for work on account of this con-
dition to help supplement the husband's income, not to
acquire luxuries, but to meet actual expenses to surviwve.

Many landlords are taking undue advantages of
the hard-working family man, those living on fixed
pensions and social security, the crippled and the lone
person. Their constant cry is, "Where can we go? What
can we do?"

There is no weapon being used at the moment to
stop these increases for the foreseeable future unless
we have some kind of control that would be fair and just
to both tenants and landlords. Despite this chaotic
state of affairs, nothing seems to be done to ease this
burden in behalf of the ®entpayers.

Housing in all areas is no longer a competitive
business. It has become a monopeoly and, like any other
monopoly, has resulted in skyrocketing prices. We all
know very well that the demand of housing is greater than
the supply; therefore, in the meantime, a solution must
be found.

We are not against all landlords but we are against
the unscrupulous landlords, especially the absentee ones
who take no interest in the City or its affairs. And they,
through their unreasonable and greedy demands, are
inflicting untold sufferings upon unprotected people,
condemning them to live in fear and uncertainty, even
afraid to ask for the necessary repairs and decorating due
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them for the higher rents being paid, and compelling
them to live without the dignity which is every man's
birthright.

The rentpayers are appealing to you today, as
both human beings and your people. They do not live on
a distant planet. They are your people from your own
State. The rentpayers' needs have been ignored and we have
been held in contempt at the State level by men duly
elected in both houses to serve all of the people, not
just a chosen few, such as the powerful Real Estate Lobby.
which can buy anything for their own good.

A democracy where partiality is supposed to be
unknown - let us rid ourselves of these people who trample
the weak and turn deaf ears to the pleas of the rentpayers.

A temporary and optional rent control bill should
be passed at once, until such time when adequate housing
can be had for all people at the prices one can afford.

The rent bill should be based on ccst-plus, taking into
consideration land value, taxes, cost of repairs and upkeep,
and actual investment, for a return thereon. There should
be established immediately in the State a separate tenant-
landlord division under the New Jersey State Community
Affairs Department, to which both parties can have an
opportunity to register their complaints and suggestions.

This is a democracy where people are supposed to
be given equality and consideration when in need, and not
to be ignored or handed over to the powers of money. This
rent issue transcends party lines. It is not a Demacrat
or a Republican issue. Ours is a people fight.--a fight
for our God-given rights. It is now a matter of whether we
can survive with these present conditions. The rentpayers
are the majority of the voters and taxpayers, yet they are
the most neglected ones today. Frankly, we suspect feet
dragging in Trenton and we now feel that it is certainly
the time for all who claim to be our friends in both Houses
to stand up and be counted. We are only asking for what
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is rightfully due us.

Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mrs. Gollin.

Our next speaker, Ellsworth Morgan, Newark Tenants
Union. (No response)

Mr. Alexander Feinberg, New Jersey Builders

Association.

ALEXANDER FEINBERG: Mr. Chairman and
members of the Committee, may I at the outset thank you
for the opportunity of appearing here today and being
able to present testimony on behalf of my client, the
New Jersey Builders Association.

Not for the purpose..of boasting, but for the
purpose of giving some credence to my qualifications,
may I submit to you that I was a member of the drafting
committee of the Planning Act which is now a part of
Title 40 of our New Jersey legislation. I also served
for ten years as a member of the Executive Committee
of the National Association of Home Builders; and
likewise served, in the year 1967 and 1968, as a member
of a Presidential commission, known as the Douglass
CommiSsion, a national commission on urban problems,
which dealt almost exclusively with housing, zoning
and taxation.

I merely make that statement to give some .
credence and some authenticity to some of the remarks
that I may make.

I appear before you today as a representative of
perhaps the most maligned group of businessmen in the
State, that is the landlord. And as Counsel to the New
Jersey Builders Association, I think that I can speak for
most landlords when I state that we are pleased that the
moment of truth has finally arrived. All the headline-
hunting hullabaloo, emotionalism and name-calling by
certain advocates of this bill finally is over. At last we
are being presented with' the opportunity’'to appear before a
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responsible committee of the Legislature in order to explain logically, reasonably
and realistically why A-656 is a bad bill. The truth is, as will be demonstrated

by a series of speakers following me, that New Jersey does not need and cannot afford
rent control.

At the outset, I think it important for us to arrive at an understanding of
terms. It doesn't matter whether you call it rent leveling, rent stabilizing, rent
minimizing or some other fancy-sounding euphemism. A-656 means only one thing --
pure, unadulterated rent control. The fact that its most vocal proponents stead-
fastly refuse to identify it by its proper name serves as an eloquent testimonial
to the inadequacies of and onus placed upon '"rent control" by most people. The
reluctance of that well-publicized but largely fictitious tenants' organization which
is pushing this bill to admit that this is out-and-out rent control serves to under-
line the importance of much of the testimony which we will present here today.

For New Jersey, a State desperately trying to combat what Gov. Cahill has
referred to time and again as our "crisis" in housing, rent control is absolutely
unacceptable. Why? Because it is ludicrous to try and cure any illness of this
magnitude by what 1is recognized by housing and governmental experts alike as a
tihoroughly repudiated quack medicine. If rent control is the cure, perhaps we'r.
better off with the disease. Rent control was appropriate and even desirable doziig
the emergency conditions that existed in the days of World War II, but it is hardly
appropriate for today's times. You need look no farther than New York to see that the
imposition of so-called "tempora;y? rent control would create such catastrophies as:

* Wholesale apartment abandonment.

* Declining property values and massive building deterioration.



* A substantial shift of the property tax burden to home owﬁers.

* A burecaucratic crisis.

* Most importantly, an absolute deterrent to new housing construction.

Other speakers will elaborate on these and related points and discuss the positive
program which the New Jersey Builders Association and the Apartment House Council
have developed to allow the law of supply and demand to work in housing by creating
o trve buyer's -- and renter's -- market. |

My role is to provide at least a partial analysis of A-656, offering some observa-
tions cn its failings and the lack of logic in many of its provisions. I will seek
to highlight some of the deficiencies of this measure.

Considering that A-656 is only eight pages long, it is remarkable that it contains

it

so many faults. In stating its purposes, the bill asserts in Section 2 that "a serious

" Yet, enactment

public emergency exists due to a critical shortage of housing space...
of this legislation guarantees that this emergency will worsen because no new rental
housing would be built.

We sihould be able to dismiss Section 3 as mere inflammatory language. However,
I would point out that this is the type of language which applies a broad and vicious
brush to all landlords, lumping all under the charge of imposing ''exorbitant, specu-
lative and unwarranted" rent increases. The vast majority of landlords are, in fact,
independent businessmen seeking a fair return on their investment.

As for the impairment of the tenants' standard of living, passage of this measure
almost guarantees it since landlords would be forced to reduée standards of maintenance,
curtail improvements and let buildings go under, as occurred in Jdew York. In that

city, by the way, the abandonment rate had reached 1,000 apartment units a week

before rent control finally was tempered last year.



And if I may deviate from my text for just a
moment, I recall very distinctly, during the course of
our public hearings which we held all over the Nation on
the Douglass Commission, one of the things we found was
the failure of the local government to literally enforce
code enforcement to see to it that people had habitable
and decent housing.

Under Section 4 (e), the definition of "vacancy
rate of housing space" is inaccurate since it applies
only to space "available to rent to tenants which is
unoccupied and offered for rent." This overlooks all
housing spa~e which may be occupied now but might be
offered for rent a month or two from now. Even in today's
era of housing shortage, the annual turnover often runs
etwear 25% and 50%.

Those promoting this bill have consistently
advanced the argumen® that landlords would not suffer
since increases would be tied to t» - "Consumer Price Index”
as it appears and is provided for in Section 4 {(g).

For reasons which other speakers will discuss, =“hess =
no relationship between the Consumer Price Index and
housing costs.

The local option provision contained in Section 7
isawmere illusion since there really is no option at all.
Rather than allowing a local governing body to decide
whether rent control should be imposed, the bill @ =ts a
strictly mathematical basis for any decision -- the
artificial 5% vacancy rate. The local governing body
would have nothing to say about it.

Sectlon 8 is particularly disturbing since it
assures that no landlord could take into account pre-
dictable cost increases during the operative term cf a
lease. Any cost-related increase would have to be based on
price changes durir.g the preceding rental or lease period.
Thus, if prices rise sharply during the term of a lease,
tie landlord must absorb the loss. He never would be akle
to catch up.
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I think it essential to point out that both landlords and ténants would have to
be economists in order to meet the complicated requirements of this and other sections.
This section, for example, refers to a court but there is no indication of which court.
Other sections do specify '"the County District Court." A-656 not only threatens to
tie up the District Courts, but the County and Superior Courts as well. Whatever the
court of jurisdiction, the amount of time that would have to be consumed by hearing
rent control and related cases would sharply decrease the time available for all
other types of civil and even criminal cases.

Section 9, while permitting a limited increase based upon municipal property
taxes, does not take into account special assessments, water charges and other non--tax
payments to governmental bodies. Furthermore, the language regarding return of moneys
placed in escrow because of tax appeals is vague. It dictates that every successful
tax appeal must result in a full repayment of all the money held in escrow, less
expenses of the appeal. What happens in the case of an appeal which is only partially
successful? There is no provision for partial repayment of tenants' moneys.

The creation of a Bureau of Rent Leveling, provided in Section 10, would mark
the beginning of a major new State bureaucracy. It would be a monumental task to
administer housing matters involving hundreds of thousands of individual apartments.
Proponents of this bill claim that it would take only "two or three people'" to man the
proposed bureau. This is patently ridiculous. Experience with various levels of
government makes it clear that it could take two or three people just to man the
waiting room. It cost New York City $15 million a year to administer rent control.
Costs in New Jersey would include not only the operations of a Bureau of Rent Leveli: .

but new judges and attendant court personnel for the District and other Courts.

9 A



Sections 11 and 12 epitomize the illusory -~ and almost fraudulent -- nature of
the entire bill. They claim to permit a landlord to recover for '"improved services,

furniture, furnishings or equipment,"

or for providing a ''major capital improvement.’
But both of these sections set a 1 1/27 maximum charge. Simple analysis reveals that
this will not provide the funds for any major changes. For example, a three-apartment
building with average rentals of $200 per month would be allowed $9 a month for
improved services or for a major capital improvement. The maximum "major capital
improvement" that could be financed under this provision would cost $750.

A 100-unit luxury apartment house with average rentals of $300 a month per unit,
could spend a total of $5,400 on improved services. Try and get a doorman for that
amount in one of the luxury apartment buildings in which certain spokesmen of the
so-called Tenants Organization reside.

ilaking matters worse, even these meaningless 1 1/2% surcharges could not be
cocained unless the landlord files an action in County District Court. I wonder hies
many retired people who supplement their Social Security with income from a small
apartment house would thereby be precluded from any such increase.

Section 15 is most disturbing. Although this bill does not take effect until
present federal controls end, under this section the base rent would be rolled back to
January 1 of the year the bill is approved -- presumably 1972. Federal controls could
last several more years, and increases might be legally obtained by landlords in that
period. As a result, the rollback to January 1, 1972, would have catastrophic econouic
consequences. Here is a perfect example of the irresponsible, ill-conceived nature
of this legislation.

A claim that the exemption given new housing by Section 17 would produce a

construction inducement is ludicrous. No investor in his right mind would put moncy
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into new housing knowing that his freedom to establish later rentals disappears oncc

the first rental is established.

Section 19, which lists the records which must be maintained by landlords, sc:rco

VY

~ssvme that every property owner is a big businessman with well-equipped and st :ff:d

e

.£7ices and substantial clerical and other personnel. In reality, of course, just thc

opposite is true. Most rental property in New Jersey is owned by individuals who
depend in great measure on the income of the property for their livelihoods. Most of

these owners conduct the business from their homes which are hardly suitable for the

. * 1 s P,
kind of public and governmental record inspection authorized "at the owners' principel

place of business within the State."

Section 20 represents another open invitation to expensive litiéation that will
assure that District Courts will spend most of their time trying to settle cumbersome
landlord-tenant cases. Further, the backlog of rental cases will be so large that
by the time decisions are reached the cause of action will have either disappeared or
be so aggravated as to bankrupt the landlord.

Finally, Section 26 offers the best demonstration yet of why this bill is such
an exercise in futility. By providing that the rent control program not begin until
federal controls are lifted, it is conceding that, at this time, the bill is meaning-
less. Who can say what conditions will be when the wage-price freeze is over? Does
it really make sense to enact such stringent, unbelievably burdensome legislation
without taking into account conditions which may exist when the bill becomes operative?
This merely substantiates our contention that A-656 is no more than an inflammatory
‘rtenpt to reincarnate a program which died in New Jersey years ago in an alleged
cffort to alleviate our housing shortage. Considering what the consequences would b,

such an attempt is all the more unfortunate.

11 A



The worst factor is that this effort is being made
at a time when the State appears to be beginning to emerge
from its housing slump. To pass this bill would be to
signal private housing developers to look elsewhere. This
enactment could only guarantee housing and economic
strangulation in our State.

It is worth noting what the New York Times said in
an editorial on April 19, 1969, before rent control was
extended to new housing. The Times stated that the effects
of such an extension "would be to deepen the morass in
which the city is now floundering. More buildings would
be allowed to deteriorate and be abandoned and new con-
struction would be stifled. This would strip the city of
the only hope of relief from its housing crisis.”

Or, as the New York News cautioned its New Jersey
neighbors just a few months ago: "Thousands of abandoned
dwellings in New York City bear witness to the high cost
of rent controls -- a price measureil in blight and sub-
standard housing for the very people the ceilings are
supposed to protect."”

Logic dictates that A-656 must be dropped in the
legislative scrapyard now. To give it further consider-
ation would only serve to encourage those who, knowingly
or not, would destroy the New Jersey housing market and
wipe out the hopes of hundreds of thousands of our pecple
for a better life.

Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Feinberg.

Any gquestions?

Assemblyman Imperiale.

ASSEMBLYMAN IMPERIALE: Mr. Feinberg, your presenta-
tion was well put but there is something that bothers me.
The New Jersey Buildeérs Association - you just said in
your gpeech that if this bill were to pass itcwould vexry
vrobably stop construction from going on in certain cities.
I8 that so?

MR. FEINBERG: Well, I want you to understand,
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Mr. Imperiale, it was not stated as a threat.

ASSEMBLYMAN IMPERTIALE: I mean as a fact. £
didn't question it as a threat. That doesn't worry me.
Was that correct in what you said.

MR. FEINBERG: They would be discouraged from
new construction.

ASSEMBLYMAN IMPERIALE: The question is now, th=
City of Newark, before this bill came up. has had dwellincs
that have been abandoned and I have not seen where the
New Jersey Builders Association wanted to come to Mewark
and build. Why?

MR, FEINBERG: There may be other factors, Mr.
Imperiale, that I cannot at this moment attest to.

ASSEMBLYMAN IMPERIALE: You see, I'm just con-
cerned about this because here is the City of Newark
which is a dying city --

MR. FEINBERG: I agree with you.

ASSEMBLYMAN IMPERIALE: -- and for the past two
years, I've checked, the New Jersey Builders Association
has not come in to contemplate building any new homes.

MR. FEINBERG: I think that that statement micht
be more appropriately addressed to one of the following
speakers who is actually in the construction business and
the development business and who could more, shall T
say, authoritatively answer your questions.

ASSEMBLYMAN IMPERIALE: Okay, fine.

ASSEMBLYMAN MENZA: I don't know if I am re-
iterating Assembly Imperiale's question but on page 2
the statement is made that the enactment of this legis-
lation guarantees that this emergency will worsen because
no new rental housing would be built.

MR, FEINBERG: Well, no multiple housing or
housing for rental would be built because they would be
discouraged from doing it because of the apprehension
that they would experience in not knowing whether they
could economically successfully operate it. If there
are rent controls and the taxes are increased, the cost
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of maintenance service is increased, they are without
any limitation, without any reserve, and yet, if the
rent control is put into effect, why should a man step
into an areas of that kind where he would be endangered
economically.

ASSEMBLYMAN MENZA: Why do you equate rent
stabilization with rent control? I understand that
the intent of this bill is rent stabilization and that
the rents would be tied in with consumer index prices.

MR. FEINBERG: Some one of the other speakers
will explain to you, sir, and to the Committee much more
adequatelw: e than I can as to why it does not fit into --
the consumer price index does not fit into rent control.
And it is our contention, I respectfully submit that
whether you call it rent stabilization or rent leveling
when it's cut right down to the bare point, it's nothing
more or less than rent control, in our opinion.

ASSEMBLYMAN MENZA: Let's assume, for the sake
of argument, that it is in fact rent control. I pose
this question to you, Mr. Feinberg. I know your reputatiocn.
I'm also an Attorney. I know your reputation in planning
and zoning and so forth.'

MR. FEINBERG: Thank you, sir.

ASSEMBLYMAN MENZA: So I pose this question.
What's wrong with rent control if it in fact insures
against rent gouging and also insures a fair ret .rn to
the landlord on his investment?

MR, FEINBERG: What's wrong with it? From past
experience - at least mine has been and maybe I haven't
been shown everything, and my client's has been, that
regardless of how well intentioned it is that a fair
return will be there, it doesn't work out that way when
you have a bureaucratic control. Now, I'm not in favor
of rent gouging: I'm not condoning that; I condemn that.
But what I am fearful of is that the whole or greater

majority are being condemned and being given a blanket
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indictment for the conduct of a very few.

ASSEMBLYMAN MENZA: Well,are you not here now
weighing the equity of the two, weighing the rights =and
the position of the tenants as against a fair return as
far as the landlord is concerned, and can'‘t we, therefors,
under those circumstances reach some sort of compromise
hopefully in this bill so as to prevent rent gouging and
yet in turn insure that the landlord gets a fair return?

ﬁR. FEINBERG: Well the bill in its present form
I don't think would accomplish what I am sure you ars
trying to do. Let me say this, that if you have a free
market - you've probably heard this before but I mean
this most sincerely -- if you have a free market which
would encourége more construction - and since there is a
dire need for more housing space, the greater the supply
to take care of the demands and the needs, that in itself
will level off any high rents because people will not be
compelled to either take this or else; they will have a
choice. And the building industry must proceed, it cannot
stop, and they will construct and they will build and
they want to fulfill that which the Governor has said,
there is a housing shortage in this State.

If I may add, one of the things that has deterred
the builders from building even more in some areas is the
restricted zoning requirements. Now, fortunately, you
may have read about the decision rendered by Judge Martino
in Burlington County recently, Mount Laurel Township, where
that wall, the Walls of Jericho now have fallen and it
may be - to use the vernacular - a new ball game now. Now,
this may help the suburban areas where we found, when we
were on the Douglass Commission, the suburban areas were
very stand-offish, they didn't want to take any problems
of the urban areas; yet it was their obligation to absorb
some of the population but they didn't want to do it. Now
this may bring that about.

ASSEMBLYMAN MENZA: It's not my intention to
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enage in colloquy with you but your proposition may be
a valid one as far as building in an open market for the
benefit of the entire State, but one of the situations,
such as the City of Elizabeth, which I represent, one
of my cities, where we only have approximately 13 acres,
buildings are in fact there, the people don't want to
live someplace else and they don't care about ancther
apartment house being built at Parsippany; they want to
remain in Elizabeth and they want to live thgre free

of any gouging in decent apartment dwellings. How does
the idea of new building effectuate from the urban type
cities such as Elizabeth?

MK, FEINBERG: Well, let me say it this way. I
am going to make a statement and I hope you will forgive
me if I'm in error, but I would venture to say, because
of my experience in other cities, that therein, within
the bounds of the bounds of the City of Elizabeth, are
many properties which should be torn down and replaced
by new buildings. Is that correct, sir?

ASSEMBLYMAN MENZA: Yes.

MR, FEINBERG: That is the answer. That is the
way to create the land to create new building and decent
housing for people, which they are entitled to. Every
man, woman and child is entitled to a decent home.

ASSEMBLYMAN VEIT: Mr. Feinberg, I just have a
couple of questions for clarification here. I asked socme
of the previous speakers this morning if they couid give
me some sort of estimate. What, in your estimation, is
considered a fair return for a landlord, faircreturn on
investment?

MR, FEINBERG: Well, I'm not a good financial
advisor. I wish you would propound that question to one
of the other speakers. '

ASSEMBLYMAN VEIT: All right, I'll skip that
guestion then.

MR, FEINBERG: I can tell you this, 6% is somewhat
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antiquated. It costs you more than that to borrow money
from a bank.

ASSEMBLYMAN VEIT: Right. On page two of your
statement, second from last paragraph, you say that the
annual turnover runs between 25 and 50%.

MR, FEINBERG: Yes. They are the figures given
to me by our research people.

ASSEMBLYMAN VEIT: I was just wondering why there
was such a big disparity between 25 and 50 %.

MR. FEINBERG: I don't know. That's a figure
that I accepted from the research.

ASSEMBLYMAN VEIT: Do you know offhand whether
it's based on various regions throughout the State, you
know, like the high and low throughout the State as an
entirety?

MR. FEINBERG: Again, I don‘t mean to evade the
question but rather than give you a guess, I would prefer
that you propound that question to one of the other

speakers.

ASSEMBLYMAN VEIT: There is a big disparity though.

MR, FEINBERG: Yes. There is someone here who
can answer that, I knbw. This mathematical figure was
handed to me, which I accepted.

ASSEMBLYMAN VEIT: All right. Now, on page 4,
last paragraph, "Most rental property in New Jersey is
owned by individuals." Do you know what percentage or
what the total dollar figures are in that?

MR. FEINBERG: No, I don't. I heard Mayor Dunn,
for instance, talk about absentee ownership and con-
glomerates own these large apartments. That's true in
many instances but as a majority we find that it's a
businessman, the individuals who own most of the rental
housing in New Jersey. Our survey shows that.

ASSEMBLYMAN VEIT: You have no percentage figures.

MR. FEINBERG: I don‘t. Someone else may have but
I don't have that.

ASSEMBLYMAN VEIT: On page 5, the third paragraph,
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you say that we are emerging from the housing slump.
On what basis do you make this statement?

MR. FEINBERG: Well, I think that basically, if
you took an actual count, our survey shows on building
starts - I think it is increasing, on the upswing now.
Financing is a little more available which, of course,
is one of the controlling factors. Some of the
municipalities are opening up a little bit now on their
zoning, some by sheer fear of being attacked as they
were in Mount Laurel and some because of their sincerity
to absorbe the population which is overcrowding the
urban areas. And I think, therefore, there is an upswing
now or about to be one of some consequence in the building
industry.

ASSEMBLYMAN VEIT: For how many years have we
had this housing shortsge, in your estimation?

MR. FEINBERG: Oh, I would say we've had this
housing shortage for the last 8 to 10 years, in my
opjnion.

ASSEMBLYMAN VEIT: All right, no other guestions.
Thank YGu.

ASSEMBLYMAN IMPERIALE: Mr. Feinberg, I would just
like to ask one final question. Here on page 1 you made
reference to the rent control during World War II, which,
if I'm not mistaken, was cdlled the OPA.

MR, FEINBERG: I guess it was.

ASSEMBLYMAN IMPERIALE: Why is it that it worked
then and it cannot work now?

MR. FEINBERG: Well, bé&caumse:then there was a
housing shortage and then there was no choice, there was
no material available, you couldn't do any building. All
that material that we use %n the construction business
was used for the war effort. There was an absolute
curtailment of this industry at that time. Obviously,
there were very few places for a tenant to go and it would

be unfair not to give him some protection.

i
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ASSEMBLYMAN IMPERIALE: Would you agree with
me that, in the present dilemma that we have facing our
nation now, there is still a housing shortage and that
we still have a limited supply of certain steel and
lumber available to us?

MR. FEINBERG: I think that if the zoning laws --
someone asked me to mention this and I didn't think it
would be apropos but you've opened the door. If the
zoning laws were modified, if there was a little bit more
receptiveness within the communities to take the steam
off of the urben areas, particularly where they are just
bursting with people, then I think the supplies will
be available, the material will be available, and the
desire and the willingness and the money is there to
build the housing for the people of the State of New
Jersey.

ASSEMBLYMAN IMPERIALE: Thank you.

MR, FEINBERG: Thank you.

ASSEMBLYMAN MENZA: Mr. Feinberg, I've just got
to comment. You stated a few times if the zoning laws
were less restrictive. Let me say this, that I was the
Mayor of my town for a while and if the zoning laws were
any less restrictive you would have very, very few
suburban one-family residential homes left because they
would all be apartment houses. In all fairness I have
got to respond by saying that your proposition is not
a correct one because my experience in my town very
simply is that the builder could care less about the
residential families; he comes in and builds an apart-
ment house and leaves it, he goes, the heck with the
community.

You know, I'm taking the prerogative as an
Assemblyman sitting here to respond to you knowing full
well your reputation in the field. And I personally think
that zoning laws, at least in some communities such as
mine, are good zoning laws and should not be completely
wide open to builders.
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MR. FEIMNBERG: Well I agree with that. I don't
mean to convey the idea that they should be wide open
and come in and do just whét you want. But to get a
well balanced community - are you familiar with the appeal
of Joseph Gersh, the Pennsylvania Supreme Court case --

ASSEMBLYMAN MENZA: No. .
MR, FEINBERG: -- which struck down an ordinarnce
that didn't provide -- this ordinance didn't say there .

couldn't be any apartments for lower income families, it
didn't say there could be, it made no mentdon of it, and
the Supreme Court Justice Wrote the opinion, the Supreme
Court of Pennsylvania, and struck down the ordinance as
being discriminatory. What we're trying to do,~and ..
what they did in Mahwah was the same thing, - that to
make it a well balanced community there must be provision
for all segments of the population; for the luxury,whao
can afford it:; for the middle-moderate income and for the
bow income who need subsidization. But there should be
some provision. Now you must admi® to me, sir, that in
most communities they do everything they can o keep out
low income housing énd only do it when they are literally
forced to, with certain exceptions. The basic attitude of
the subhmbannmunicipality is as I have stated. At least
that has been my experience and if I am in error, I
apologize to those who may be offended.

ASSEMBLYMAN MEGARO: Thank you, Mr. Feinb=rg.

I would urge all speakers to limit their _emarks
to five minutes so that we can move along.

Mr. Joseph F. Talarico, Professor and Chaiiman of
the Department of Economics, Rider College r

JOSEPH Fs TALARTICO: Good afternoon,
gentlemen. I am Joseph F. Talarico and I am Professor of
Economics and Chairman of the Department at Rider College.
I am an academic economist as against, let us say, a
business economist or a government economist.

What I propose to do is to spell out the way an
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economist approaches the issue of rent control, to say
something specifically about this issue of rent leveling,
so-called, coupling this particular proposal with the

cost of living index, and to suggest certain deficiencies
in it as an economist sees it. Then, if I have time and
you the inclination, I might venture one or two suggestions
as to alternatives.

To economists, rent is really regarded as a price.
So rent can be defined as the price paid for the temporary
use of some durable or semidurable good.

The explanation of how prices are determined is
the central part of economic analysis.

To the economist, rent controls represent a certain
type of price control. Economists attempt to explain
economic variables and to predict the effects of changes
in these particular variables. Economic analysis hopefully
is then useful in evaluating proposed social and political
policy issues.

Let us examine how economic analysis is applied
to rent controls and with what results. By rent controls
we mean ceilings on the prices of apartments primarily,
although house rentals can be included. We speak of the
market for apartments in general although we are all aware
that the apartment housing market is really subdivided
into many markets depending on location, number of rooms,
amenities, etc.

Rent controls - whether you call them rent leveling
or rent controls - are attempts by government to keep
prices down by imposing some maximum ceiling price that
can be charged.

Economists like to use diagrams to illustrate
principles and relationships. The most familiar of these
is the demand-supply graph which we can apply most readily
to rent controls. And I prepared cone for you. The
numerical values used are merely illustrative., they do not
reflect or are not intended to reflect precise real world
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values.

Now here we have a graph which I've constructed,
with the vertical axis depicting price or rent.from
zero on up, and the horizontal axis standing for the
number of apartments of a specific type in a specific
market at a specific time. This is a so-called short-run
market.

The demand curve, the green curve, slopes down-
ward and to the right reflecting the willingness of people
to rent more apartments at lower prices or rents than
at higher ones. The supply curve, the red cruve, slopes
upward and to the right reflecting the willingness of
landlords to provide more apartments at higher rents
than at lower ones. In my arbitrary example, if the market
ie free, not controlled, then the market price would be
S$200 & month and the market will clear in the sense that
the quantity of apartments that rentzrs would take and the
quantity that landlords would be w’ Lling to supply are
equal. In a free market the rent would be é2@0 a month
and the number of apartments rented would be 53C. On *he
other hand, if the government imposes rent controls with a .
maximum of $150, let us say, which is below the free market
price, the number of apartments wanted by renters would
be 700 while the quantity offered by landlords would be
only 300. At the ceiling price of $150 the quantity de-
manded, 700, would exceed the quantity supplied, .00, and
you have a shortage of 400 apartments.

Incidentally, this is the only way in which I,
as an economist, recognize the meaning of the term "shortage®.
As far as I am concerned, there is no such thing as a
shortage if you have a free market. In other words, pecple
either pay the price or they do not buy.

The shortage is a price phenomenon in the sense
that it would disa pear if price were permitted to rise and
the price mechanism permitted to perform its rationing

function. And this is a very important aspect of the

22 A



pricing mechanism, the rationing function.

Now the diagram analysis illustrates the nature
and suggests the implications of rent controls. These
can be summarized in terms of the disadvantages of price
controls in general and rent controls in particular.

But before I summarize, gentlemen, permit me to
take up the proposed linking of rent controls to the so-
called cost of living index.

Now in this State; this is an interesting but
I think misleading and peril=fraught proposal which
would seek to impose rent controls but permit adjustinents
in rent based on the cost of living. Changes in the cost
of living are currently measured by changes in the cost
of living index, which is really the popular name for
the Consumer Price Index which is published by the U. S,
Bureau of Labor Statistics. The Consumer Price Index
is designed to measure changes in the prices of roughly
400 goods and services that the average city clerical
worker buys. Some prior period is taken as a base period
for comparative purposes.

To illustrate, let us take 1967 as the base period
and April 1972 as the current period. We want to compare
prices today with what they were in 1967. 1In 1967, the ‘
Consumer Price Index would be 100 - that's always it in the
base year - and the Consumer Price Index for April, as
just reported, was actually 124.3. Now the 1967 CPI of 100
was obtained by calculating the cost in 1967 of that
fixed market basket of roughly 400 goods and services and,
let®s say, it came to X number of dollars. Then they cal-
culated the cost of that same market basket for fixed
goods and services for April - and let's call that Y number
of dollars. So they divided the Y number of dollars by
the X number of dollars and they got something - actually,
they got 1.243. They multiplied it hy 100 to get a
percentage and dropped the percentage sign and you have
an index number. The index number for April of '72 based
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on "67 was 124.3. What's the interpretation? In
April, 1972 the price of that fixed market basket was
124.3% of what it was in 1967 or it was 24.3% more than
it was in 1967. Or in other words, what cost $10 in
the base period 1967 cost $12.43 in April 1972.

Now, what's wrong with tying rents to the Consumer
Price Index? The purpose of the Consumer Price Index
was to measure changes, and is to measure changes in
the real income of city workers. Real income means in
essence, what you can get in the way of goods and services
for your money income. This means that the Consumer
Price Index may be inappropriate when applied to the
population of the United States as a whole or, for that
matter, to the population of New Jersey.

A casual observer of the proposal to link rent
adjustments to the Consumer Price Index is likely to
believe that this would be fair since as cost increased the
landlord's incomes would also rise, However, there is
no necessary connection between the Consumer Price Index
and the cost of maintaining and repairing and operaiting
apartments. For example, assume that there is a sharp
increase in the price of food or the price of clothing,
important components of the Consumer Price Index. This
would require an increase in rehnts even though there
has been no cost in operating apartment housing. Or
there might be a very significant rise in the cos’ of
apartment maintenance and no increase or relatively smaller
increase in the Consumer Price Index.

Now, of course, one could construct a price index
that would r=2asure changes in the costs of operating and
maintaining apartment houses and rent increases could be
adjusted on that basis. But this is not necessarily the
solution. If the cost of maintenance rose at a time when
the demand for housing fell, rent hikes would be inappro-
rriate and actually futile. If the demand for housing is

rising faster than operating costs, there is still a short-
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age with the familiar problems of allocating what's
available among many more people. If the supply of
housing is to increase at something like the same pace

as the demand increases, rents would have to be adjusted
upward on a level sufficient to encourage new construction
and supply. Rent increases of the magnitude needed to
stimulate increases in supply are likely to be obtained
with better efficiency and greater rapidity via a free
market than in a controlled one.

Now, let me sum up rather quickly, the case
against rent controls.

The first problem is the allocation problem. With
rent controls you have a classic allocation problem. In
terms of the diagram, how do you allocate 300 apartments
among 700 would-be tenants? Since the free market is no
longer permitted to allocate these scarce resources there
must be created a replacement mechanism to distribute the
limited amount of housing. So. in effect here, what you
do is you have to develop a political rationale in order
to justify the new basis for allocation whether the latter
be by sheer chance or some form of preferential treatment.

Criticism number two; Another layer of bureaucracy.
A government agency appropriately staffed and supplied
will have to be created to administer the rent control
program, certainly at the State level and probably at the
local level as well.

3. Corruption. Whenever there are price controls
there almost invariably spring up illegal or black markets.
Rent ceilings would be no exception. Tenants, landlords,
superintendents and agents, to say nothing of bureaucrats,
would be tempted to cheat on rent controls. There will
always be some tenants who would be willing to pay more
than the ceiling price to get the apartments and some
landlords or their agents who would not be averse to taking
some covert payment in return for preferential treatment.
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4. Perpetuate shortages. Likely to perpetuate
shortages. I'll go over this quickly in the sense that
to the extent that you have a free market and the rent
prices are very high, then this should serve as an
attraction for additional housing. You see? If the
price is not high enough in the judgment of the suppliers
of housing, then you are not going to get the needed
increase in housing.

5. Distorts the composition of production.
Notice these distortions, gentlemen. I can only suggest
some of them here. If office rentals are not controlled
and housing rentals are, landlords will attempt to change
the use of their properties by converting residential to
office space. Similarly, new construction will shift from
rasidential to commercial as much as possible. If only
urban areas are rent-conteblled --

ASSEMBLYMAN MENZA: Excuse me, sir. I am having
a great deal of difficulty hearing. I would honestly
appreciate it if the people here today would keep as quiet
as possible. You've got to remember that we have to vote
on this bill and we have to think about possible amendments
to this bill and it's important that we obtain all the
information that we can and hear all of the speakers.
I should add that for over a hundred years it has been
a tradition in this House that we have proper decorum. I
respectfully request, Mr. Chairman, that this be a’ ered
to now. I can't hear the Doctor, quite frankly.

ASSEMBLYMAN MEGARO: TI strongly urge you to follow
Mr. Menza's recommendation and we will adhere to this
tradition. Unfortunately, if we do not, we will have to
adjourn this meeting or we will ask for a recess. So
in order not to prolong this hearing any longer than is
necessary, I would strongly urge and request that every
speaker try to limit his remarks to the five minute rule,
otherwise, we will limit it to five minutes and cut the

speaker off. Thank you very much.
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MR. TALARICO: To go on with the discussion,
ladies and gentlemen, if only urban areas are rent-
controlled, there will be a shift in new construction to
the suburbs and away from the urban areas where the need
is presumably greatest.

Now, suppose that after a landlord remodels or
improves apartments he is permitted to raise his rents.
If, as is often the case, rent per square foot is highex
in small apartments than in larger ones landlords will
tend to remodel and subdivide large apartments into &
greater number of smaller ones and thereby increase the
population in the buildings.

6. Subsidizing the well-to-do. It is sometimes
argued - and I've heard this throughout the day - that
rent controls are necessary in order to assure that
lower-income groups can get some housing which otherwise
they could not afford. In effect, this would be a subsidy
since the lower-income persons who get to live in rent-
controlled apartments pay less to the landlord than the
landlord will receive in a free market. Now, subsidization
of the poor may well be a desirable thing. I'm all for it.
‘But why is it necessary to subsidize the well-to-do in the
process, as frequently happens under rent controls? When
well-to-do people are able to live in rent-controlled units
at less than what would govern in a free market they are
being subsidized and the result is a redistribution of
income away from landlords to tenants. To repeat, subsi-
dization of the poor is desirable but the better way to do
it is not through rent controls which benefit the well-to-do
as well as the poor - at least those who can get access
to the scarce housing - but rather to pay the housing
supplements to poor people which would permit them to rent
higher-priced units than they otherwise could afford. This
could be achieved by expanding and improving federal rent-

supplement programs.
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7. Reduced mobility. People who live in rent-
controlled housing will, other things being equal, be
reluctant to give up the subsidy they might be enjoying.
Take the following example also: a family of four in a
large apartment can be reduced over time to one - a
surviving widow or widower, let us say, who might other-
wise be interested in moving to a smaller apartment. Rent
controls tend to lock him in because he probably could not
get access to the smaller apartment.

8. Accelerate decay of existing housing. That
rent controls would contribute to the decay and abandon-
ment of housing is a reasonable conclusion. Realistically,
housing must be regarded as including maintenance and re-
pair services. If the cost of these latter services goes
up faster than rental income, which is likely under rent
controls, the result is a decline in the provision of
service which makes decay and abandonment almost inevitable
in the case of many properties.

9. Increase the property tax burden of homeowners.
Now, to the extent that rent controls limit rents and hence
net income on apartment properties the taxable value of
the rented properties will be lower and so will their
property taxes. Given ever-rising services costs to the
community the result is likely to be a shift of the property
tax burden from tenants to homeowners.

And, finally, Discrimination. Rent cont.ols
discriminate rather arbitratily against owners of apart-
ments if price controls are imposed only on rents and
not on all other goods and services.

To summarize the case against rent tontrol - rent
controls tend to create all sorts of problems: nonprice
rationing of scarce resources, acceleration of housing
decay, corruption, burgeoning bureaucracy, perpetuates
shortages, contributing to the decay and abandonment
of housing, reducing mobility, subsidizing the well-to-do,
increasing the property tax burden, and discrimination.
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The motives of government in seeking to establish rent
controls may be good. The consequences, however, in a
peculiar perversion of Adam Smith's famous doctrine of
the "invisible hand", are likely to be precisely the
opposite of what is intended -- public welfare is worsened
rather than improved.

Finally, and I will take just a moment on this -
alternatives to rent control. These can only be supexr-
ficially listed here but basically they would involve
working on the demand for housing side and on the supply
of housing side. The former might be pursued by pro-
viding rent supplements for the low-income groups which
is better than subsidizing all renters. Tenants would
get a wider choice of places to live, they could move
without losing their subsidy, which could not be the case
under rent controls. Landlords would be encouraged to
maintain buildings: supplements would eliminate housing
built especially for the poor, and thus reduce the con-
centration of the poor in certain neighborhoods. Expand-
ing the supply of housing would be pursued via such
things as construction subsidies in the form of loans
made available at low interest rates and public housing
which by adding to the supply would tend to restrain
price or rent increases.

Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Talarico.

Any questions?

ASSEMBLYMAN MENZA: Your basic or initial proposi-
tion was regarding the free flow of the market, supply
and demand. Isn't that correct?

MR. TALARICO: Yes, correct.

ASSEMBLYMAN MENZA: But government has always
imposed certain price controls which haven't really
affected the economic aspect of our country, have they?

MR. TALARICO: Oh, yes, they have. You see,
every time government comes into the picture it either
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affects the supply side or the demand side. Aand I say
government is well-intentiocned but take. for example.

the farm price support program which is just one more

example of price centrol.

ASSEMBLYMAN MENZA: Your basic argument then,
Doctor. as I understand it from what youfve stated and
your written report here, is that you're against price
contrgls completely --

MR. TALARICO: Absclutely. ‘

ASSEMELYMAN MENZA: -- because it has an adverse
affect on --

MR, TALARICO: Absolutely. In other words. --

ASSEMBLYMAN MENZA: Excuse me. You are against
price controls.

MR, TALARICO: Yes.

ASSEMBLYMAN MENZA: And that’s in all areas of —--

MR, TALARICO: That's correct. And for the
reasons that I‘ve stated. I don't see how you can get
over this. So long as you have price controls, whether
they be rent controls or foreign exchange controls --
if you have ever gone abroad where they have exchange
centrols. they always have a black market. It's always
the case of more peaple wamting to buy at this artificially
low price than there is available supply. So how are you
going to distribute what‘s available? It has to be a
political decision rather than an economic one.

ASSEMBLYMAN MENZA: What do you do in a situation,
for example, the urban cities, where the demand for
housing is extreme and yet the supply is very limited?
How would this relate to an economic principle? How
could it?

MR, TALARICO: It does. You see, the assumption
is this. At a very low price there is no desire, there is
no need to economize. In other words, if the price is
very high, then people have to decide whether or not it's
worth that much to them - the item in question is worth
that much to them. I don't drive a Rolls Royce but I
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would like to have one.

ASSEMBLYMAN MENZA: You misunderstand me. In
urban cities where people intend to remain in those
cities and the supply is so limited and the demand is
so great, they have only one alternative which is very
simply to move out of town or to hope for price controls.

MR. TALARICO: Or not to come to the city in the
first place if the housing is priced higher than they
can afford. As I say., I am not completely calloused,
I'm merely saying that when you start to interfere with
the market you create more problems and worse problems
than the ones that you genuinely and really want to
solve.

ASSEMBLYMAN MENZA: What you are saying then,
Doctor, is that it is a political consideration, that
we must concern ourselves with the people in the cities
and we just can't say, from an economic point of view,
move out of the city, go buy a house.

MR, TALARICO: I couldn't agree with you more.
There is more to life than economics. When you are
trying to cope with the problems of the city, you have
to be a complete social scientist, you understand
sociology, political science and economics, but you
ignore economics at your peril. All T am trying to do
here is to indicate the economic consequences of a
certain course of action. It is up to you gentlemen to
decide whether those consequences are worth bearing the
inevitable price; or perhaps seek alternatives.

ASSEMBLYMAN MEGARO: Thank you, Mr. Talarico.

With the next speaker we will enforce the five
minute rule. Five minutes for the first speaker. In
four minutes I will signal you and then you will have one
minute remaining to address the group.

Thank you.

Our next speaker, Mr. Martin, Aranow, New Jersey

Tenants Association.
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MARTIN A RANOW: Gentlemen, I will try %o
excerpt most of my remarks.

Today really marks the third time in a year and
a half that a Committee of the New Jersey Legislature
has held public hearings on the question of rent leveling.
Quite honestly. I am at a loss what to say that has not
been said before. Should we talk about how elderly people
on fixed incomes are being hurt by rent increases? Should
we recount the rumber of instances where people are having
30 and 40% rent increases? What can we say that has not
been told by countless numbers of people throughout the
State? I have submitted testimony which I gave last
year whica has a number of statistics, facts and figures
which I think would be helpful to the Committee, and I
will skip that.

The testimony that has been heard so far today
for the bill and those who are opposed to the bill still
has not answered one basic questinn - What are tenants
to do until there is an adequate suwply of housing?

What can the opponents of Rent Leveling say that
is really different from what they said before? Will the
Builders Association, Realty Boards, and Investment Bankers
tell us again that the housing shortages are the cause of
our problems? Will they repeat the same nonsense that
rent control caused the decay, abandonment, and deteriora-
tion of New York City? Or will they end up by thizatening
the Committee and the New Jersey Legislature that if
A-656 is adopted the housing industry in New Jersey will
collapse?

Personally I do not believe that any fair-minded
person or group could honestly oppose rent leveling on
either economic, moral or human grounds.

I submit, and I have never done this before, that
the testimony that you are going to hear from members of
the Builders Asscciation, Realty Boards. cannot be trusted.
cazrnot be substantiated - and I base this on their own
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testimony in the past.

In February, 1971, at Senate public hearings,
representatives of the New Jersey Builders Association
stated publicly what they had released to the press
earlier. They promised the Committee that industry-wide
review boards were being set up within each county in
the State. These review boards would be staffed with
retired judges, prominent citizens, etc. The stated
purpose was to review the cases of alleged rent gouging
and take some appropriate action. "Do not enact rent
leveling" they said, " and we will police our own industry."

No one asked them to make this offer, but the
Legislature and the Committee gave them the opportunity
because rent leveling was not enacted. In 15 months not
one single review board has been announced: not one
single instance of formalized proceedings has been revealed.
The point is that these businessmen bluntly and frankly
lied to a legislative committee. They have proven
themselves either unwilling or incompetent to police
themselves. They have proven there is a definite need for
rent leveling to protect us since they obviously will
not do it or cannot do it themselves.

I've heard testimony today that rent control has
caused abandonment in New York City at a rate approximating
100,000 units per year. Assemblyman Imperiale asked what
about the abandonment in Newark where there is no rent
control. No one revealed the fact that New York City has
the fifth highest rate of abandonment in the nation. The
National Urban League did a study and found out that
St. Louis, Philadelphia, Hoboken, and one other community
that I can't recall, had a higher rate of abandonment than
New York City. We have it in Camden, Paterson and Passaic.
We do not have rent control.

Recently, there have been statements put out in
the newspapers how the New Jersey Builders Association
and members of the Board of Realtors went to visit the
Massachusetts Cities of Somerville and Cambridge. When
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they returned, press coverage stated that tenants and
home owners were upset over rent control. It was dis-
continued because property taxes went up 40%. We were
told how abandonment was rampant and how both Cambridge
and Somerville, Massachusetts, threw out the local rent
laws after they proved disastrous. "Somerville" they
said. "was living proof of urban disaster".

Gentlemen, someone decided to check these state-
ments. and what we found out was very interesting. Mayor
S. Lester Ralph of Somerville, Mass. came to New Jersey
to meet with the Mayor and Council of the Borough of Fort
Lee. The Mayor was very upset about these charges of
Somerville. He pointed out that Somerville did indeed
have rent control, did indeed have it discontinued as the
lzst act of a lame duck council, but they did reinstate
it. Mayor Ralph said that rent control has improved
relationships between landlorxrd and tenant in Somerville
because it has eliminated many oi “:e tensions between
the two. He noted that construction of new units was up
over 300% since rent control was introduced and that
there was no abandonment specifically attributable to rent
control. He did note, however, that the local real estate
interests are still trying to get the local law revoked.

I am not saying totally that rent control is what
the landlords -- let me rephrase that. The landlords in
this State are saying that rent control is the cé& s2.
Rent leveling is different. The builders said you cannot
control one sector of the economy without the other. They've
waived the American Flag and endorsed the Economic
Stabilization Act. As witnesses before me have indicated,
the Economic Stabilization Act for rents controls prices
and wages but not rents. It legally permits rents to go
up as high as 50%. We need rent control even now. Why
else do we need rent leveling?

Many landlords have entered into leases for one,

two and in some cases three years. They have extracted
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their 20% or 30% rent increases. That is not all they
have done. I have attached to this lease a rider for a
lease going to the tenants in some complexes of the
Alexander Summer Company, one of New Jersey's leading
realtors. This rider states, and I quote, and I'm
taking from part of it, - "In the event any control of
the rent reserved hereunder shall be terminated, the
rent hereinunder shall, on and after the first day of
the calendar month next ...be in such amount as the land-
lord shall advise the tenant in writing, and tenant
agrees to pay such increased rent..."

In other words, when the federal rent guidelines
end, regardless of how long a lease the tenant has remain-
ing, the landlord can and will increase the rent and the
tenant has no other alternative but to pay this increase.
We have other examples where landlords have inserted
automatic 15% increase clauses in leases.

Gentlemen, we need rent leveling to protect us from
landlords like these who wave the flag with one hand,
and hold a gun to the tenants with the other.

Before concluding, I would like to address myself
specifically to the bill.

On page 4, line 27, we recommend for your con-
sideration a clause that should be added which clearly
states that any reduction in property taxes would accrue
to the tenants in the form of lower rent.

On page 4, Section 10. There is no provision to
set a specific number of people on the Bureau of Rent
Leveling, who appoints them, and what qualifications are
necessary.

Since the purpose of the Bureau of Rent Leveling
is primarily to set forth rules and regulations, I think
that a very limited group of people having some expertise
would be ideal.

Finally, I believe that the enforcement penalty
provisions of this Act are inédequate. Although I
personally do not believe that criminal penalties serve a
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useZul purpose, I think that substantial money damages
should be made a part of this section dealing with enforce-
ment.

As far as the enactment date of this act, I
would suggest that the act take effective immediately,
and that the federal controls or the act itself, whichever
has the lower increase, be applicable.

Gentlemen, today is the first time in three years
that I have directly attacked the real estate interests
because I believe they are a living symbol of what is
wrong with our society. This is an industry that is a
throw-back to the Robber Barons of the 1920's that raped
our society at that time of the principles of human decency
and compassion.

New Jersey's real estate interests are vast con-
centrations of wealth and power that are not directed
toward the social good of man, but toward gaining more
wealth and more power. They have clszimed we need more
housing yet have not produced more housing. They know our
cities need to be rebuilt - and I defy anyone to gaow me
where Newark, Paterson, Camden, are getting the housing
that they need, and 75% of those citizens live in sub-
standard housing.

When the people have tried to bring protests to
elected officials, the money and powe of this industry is
used to attempt to discredit them. With their econ mic
strength, they have the ability to set up many front
organizations, hire professional public relations firms
and lobbyists. All to achieve their purpose of molding
public opinion. They do not stop there. They refuse
to give campaign contributions.

I have attached to these documents a series of
correspondence that I received anonymously in the mail
a year ago. Rather than read the entire thing, I would
just like to read some excerpts.

This is a letter from Mr. Alexander Summer to
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Mr. David Van Alstyne, Jr., Finance Chairman of thre
Bergen County Republican Finance Committee:

"Dear Dave: Answering vour letter please be
advised that, for the first time, we will neither attend
nor contribute to the May 17th affair of the Bergen County
Republican Finance Committee and have decided to disg-
continue all future contributions to the Republican FParhs-
per se. In recent years we have not only contributed
substantially of our own money, but have helped raise
sizable funds for the Party in County and State. We
realize now we have made a mistake in contributing to
Republican organizations rather than to specific individ-
uals.

"We are motivated into taking this step because,
lately, too many Republicans in the Bergen County official
family are not Republicans at all but simply political
opportunists. The recent action of the Board of Freeholders
in publicly supporting rent control is an example of this
and, ironically, they aren'’t even aware that in so doing
they will be stepping on the toes of their own supporters,
the home owners."

I skip to the response, the sickening respons=
from a gentleman who at the time was Director of the
Bergen County Freeholders:

“"Dear Al: I received a copy of your letter to
Dave VanAlstyne in regard to the resolution passed by the
Board of Freeholders at last Wednesday's meeting. I
don't blame you for being concerned, and as Director of
the Board I feel obliged to render an explanation as to
how and why this resolution was proposed.

"On January 1, 1971, our all-Republican board was
blessed with a newcomer of the opposite political faith, and
from time to time is presented with surprise resolutions
all motivated, I might add, to embarrass his Republican
colleagues o n the Board.

"On April 7th, the Democrat advised the Board in
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executive session that he was going to offer a resolution
at the April 2lst meeting in support of Senate Bill 972,
condemning rent-gouging and co-sponsored by three of the
five Republican State Senators from Bergen County. As
you see, Mr. McDermott" - and I may add that he is the
Democrat they are alluding to - " was hopeful that the
Republican majority on the Board would vote against this
resolution and thereby cause a rift between the Board
and the State Senators from Bergen County who had signed
their names to this bill.

"In the meantime, I received a copy of Senate Bill
972 and read comments of the New Jersey Tenants'
Organization. Under the provisions of this bill, a land-
lord could refuse to renew a lease and evict a tenant in
srder to obtain a rent increase. The bill provided that
a landlord could set the rent at the level he wanted
after the apartment was vacant.

"Therefore, any landlord who wanted to elude the
rent provisions, could evict a tenant and obtain increased
rental from a new tenant. The New Jersey Tenants'
Organization recognized this and felt that Senate Bill
972 was totally worthless. In addition to this bit of
information, I found out that the bill was killed in
committee the day before our meeting, on April 20th.

"So, what do you do?

"It was felt by the majority of the Board :hat it
would be better to go along with this resolution, which
probably would get little or not publicity in the papers,
than to be accused by the Democrat of favoring rent-
gouging and against a bill proposed by our Republican
Senators from Bergen.

"As a fellow realtor and Conservative Republican, I
have always been against government control, whether
it be rent, wage or the like and I can assure you the
Republican members of the Board feel the same way.

"I do hope this letter somewhat clarifies any mis-
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understanding as to our motivation in supporting this
resolution and I certainly would be happy to sit with
you and discuss it further, should you so desire."”

Mr. Summer wrote back a letter. Rather than
go into detail, let me just conclude with his last
paragraph:

"In conclusion, Frank, I realize that while we
have several pretty fine Republican legislators represent-
ing Bergen County in Trenton, there should be effort by
more Republicans at all levels to get all the facts and
then state their convictions firmly, logically, and
frankly. Do Republicans sincerely believe they can
attract the radical vote by out-promising the Democrats?
I think you'll agree that our economy couldn't survive
if the policies of the Cases, Javits, and Lindsays prevailed."

Gentlemen, what I am saying is, how many other
elected officials, how many people get letters like this?
When a tenant votes for a candidate for office, is he
voting for that candidate or the money behind him? I
hope and I urge that this Committee and the New Jersey
Legislature will show that there is no price tag on vour
consideration of rent leveling and there is no price
tag.: on the New Jersey Legislature.

Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Aranow.

ASSEMBLYMAN IMPERIALE: First, what I would like
to do, Mr. Chairman, is make a request that the minutes
be made available to us from one of the meetings that
was supposed to have been held here in the Legislature,
as made in this man's statement that they would do their
own policing. I think that it would be helpful to us in
making our decision as to what must transpire here.

Second, I would like to make a statement. The
reason for public hearings is so that we can hear the
people and that the people's will, providing it's a good
will and proper, will be heard and will be had. I like
to think that I sit among a body of men who do not have
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rrice tags on their souls but rather have the pecple

of this State in mind, and I am sure that most of us do.
There will be no powerful lobbying here: there will be
no buying here: and there will be no selling in this
Committee or this legislative body. We will see that
justice does prevail. {(Applause)

MR, ARANCW: Assemblyman Imperiale, I think
all we have ever wanted to do was present the facts and
let the Legislature make a just decision. That's all
we ask, for equity.

ASSEMBLYMAN MEGARO: Any other questions?

ASSEMBLYMAN MENZA: Yes. I have a question.

I heard a rumor that Assemblyman Imperiale was
running for President of the United States. I know now
*hat it is true. (Laughter)

MR, ARANOW: After he votes for the bill.

ASSEMBLYMAN MENZA: Mr. Aranow, the basic argument
against this bill is twofold, that it is going to thereby
decrease the fair return for the landlerd (1), and,
secondly, that it will in fact - almost as & faot 1t was
stated - deter building.

Your comments, please, on that.

MR. ARANOW: I would like to answer the second one,
if I may, first, the fact that it will detexr building.

In 1950, from 1950 to 1962, the State of New York
had rent control for the entire State. Rent cont ol was
tied to a 5% vacancy rate. Forty of sixty-two counties
and municipalities were placed under rent control in 19530.
By 1962 only seven municipalities were left with rent
control bec:use, despite a 33% population increase, the
housing construction industry boomed, and the decontrol
of housing under rent controcl was established becausz it
boomed. So we do have adequate statistics. And I may
add that these are published statistics put out by the
State Department of Rent Control in New York State.

Another factor, Assemblyman Menza, is that the
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only reason that we have heard that rent control deters
construction is that we have heard it, we have heard
statistics and citations of New York City. But the fact
remains that if any one -- and I honestly have not gone
into it -- what I have found out is that there has been
substantially decreased housing in all urban centers and
I do not know if this fact is the truth. It has been
propagated for a number of years. I think the thrust of
what I was trying to say in my comments is that, I don't
know if it's true but I am relatively certain that the
real estate interests don't know whether it's true either.
And if we compatre it to other cities and other factual
situations, I do not believe that it would show that
there has been an inhibition of building.

Your first question was whether it would limit
a fair return on investment. In my way of thinking - and
prior to my testimony I asked a gentleman who is a stock-
broker, How do you determine a fair rate of investment?
and his comment was that, just as there are different
bonds and different stocks, it depends on what you want
to risk. We cannot say that there is an adequate return
on investment of 10%, 15%, 20% or 30%: it depends on the
housing. Certainly there may be a higher return on
investment for housing in an urban center than suburbia.
So, to answer your question, I couldn't set a price tag
on it. That answers your question, I believe, sir.

ASSEMBLYMAN MENZA: Yes, sir.

ASSEMBLYMAN MEGARO: Any other questions?

Thank you, Mr. Arancow.

MR. ARANOW: Thank you.

ASSEMBLYMAN MEGARO: Our next speaker will be
Mr. Milton Marcus.
MILTON M. MARCUS: Mr. Chairman and
members of the Committee: At this time I would like to
present my credentials. I am Milton M. Marcus, President
of the Tenants Association of Elizabeth, New Jersey, a State

chartered and a non-profit Association.
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I am appearing here today on behalf of the
Tenants of this State, who are asking for rent relief.

This Tenant Assocciation conducted a survey of
rents and services as of May 1970, to the present time,
in Elizabeth, the 4th largést city of this State. These
findings are indicative of conditions in most cities
throughout the State of New Jersey.

We found in our documentation of these surveys,
that rents were increased on the average of 30 to 40%, and
in isolated cases, as high as a 90% increase in rent. To
illustrate this point, in one building in Elizabeth, rents
were increased from $90.00 per month to $175.00 per month,
an increase of $85,00 per month; in another building,
rents were raised from $284.00 per month to $360.00 per
Tonth, an increase of $76.00 per month. In still another
building, rents went from $223.00 per month to $295.00
per month, an increase of $72.00 per month. On the other
hand, to be perfectly factual, we &3 have good and fair
landlords, where in one building rents were ralsed from
$150.00 per month to $160.00 per month, an i.icrezse oF
$10.00 per month.

Attached to this speech, you will find an analysis
based on the aforementioned survey to substantiate these
facts. Since this is a lengthy and detailed document,

I will leave with you this fact sheet to be examined by
this Committee at the caucus meeting. (See p. 142 LY.

I also have surveys here that we made in the.

City of Elizabeth from May, 1970, to the present, of the
rent increases and the lack of service: plus, we stood
at the corn=r &fi Elizabeth for three weeks in a row and
we have petitions signed by tenants and by landlords
asking for rent stabilization.

We concede that there are fair landlords but
this bill is not in any way intended to affect them but

to restrain the aforementioned rent gouging landlords.
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We admit that landlords are entitled to a fair
return on their investments, a fair consideration for
the rising costs of maintenance. The key word here is
"fair", fair to the landlord and fair to the tenant.

The return on investments, according to the
realtors .we have consulted with, should be in the area
of 8%. As it is now, it would appear that the landlords
are looking for a 20 to 25% return on their investments.
To be honest, we feel that a 10% return should be sufficient.

In the year or so prior to 1970, when there was
more than adequate housing available, landlords were, in
some cases, giving a one or two month rent concession.
Included with this concession was good painting, proper
building maintenance and complete services. Today,
services are being curtailed, building maintenance is
being neglected, and if any painting is done it is a
whitewash job.

In addition, with reference to security deposits,
at that time the landlords did not ask for security; today.
security is demanded for a month and a half of the amount
of the rent. Also, one did not have to give credit
references and the tenant's life history; today one
must give bank references, credit information, etc.

In short, it is a landlord's holiday.

The tenants of this State are being shortchanged.
They do not have the protection of a bill of rights, but
the landlord does. A tenant cannot call his apartment his

castle. He is always at the mercy of the landlord and
lives in fear of being dispossessed.

Senior citizens and those on pensions and fixed
incomes, the average working man, are finding it practically
impossible to pay these exorbitant rents demanded of them.

Tenants living on social security are being
penalized by their landlords for late rent payment, and
cannot help themselves if the check is a day or so late.
Should they be punished for this by having to pay a late

charge?
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Is it fair to allow senior citizens and those
on pensions to have to be ‘harassed and be in mortal
fear of their landlords?

Yes, I have heard the story from the Governer on
down that if we wait long enough there will be sufficient
housing and the rents will in turn be stabilized. This
is a fairy tale. We have to think of today and not what
may happen in five to ten years from now.

Action must be taken now to reliewe and stabilize
this situation. The only way this can come about is by
the prompt passage of this bill.

I have, as President of this Association, received
hundreds of calls from panic-stricken tenants demanding
help and relief.

It is up to you, our elected officials, to give
these tenants this help and relief that they so sorely
need. Hélp must come and it must come now.

Gentlemen:, can you visualize what will happen if
you do not pass this bill and the Federal rent guidelines
are dropped? There are reports circulating around the
country - and I will quote from a news item that appeared
in the New York Times on Monday, May 29th: "Ezra
Solomon, a member of President Nixon's Council of Economic
Advisers predicted that controls could be lifted within
12 months or sooner."”

I cannot stress enough the importante and -irgency
for prompt action on the passage of this bill so that
this bill can become effective immediately upon the
lifting of the Federal guidelines.

Thark you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Marcus.

Are there any questions?

ASSEMBLYMAN MENZA: Mr. Marcus, for my own
edification, this survey that you have attached, - I
would like you to give me at my office, this week,
please, the names of the apartments that went up 45% or

44 A



more. There's one at 58%, I believe.

MR. MARCUS: Yes, I will.

ASSEMBLYMAN MEGARO: Thank you, Mr. Marcus.

Our next speaker will be Mr. Alexander Summer, Sr.
ALEXANDER SUMMETR, SR.: Gentlemen, I
have lived with this subject of rent control, unfortunately,
for some 30 years. I was a member of the Advisory
Committee to President Franklin D. Roosevelt when rent
control was first adopted in 1942. I, and the Association
I represented, favored rent control. G.I.'s were being
sent overseas and defense workers were being shifted
around the country. And throughout the war we backed it
100%.

When the war was ended and wage and price controls --

ASSEMBLYMAN MEGARO: May we have quiet, please.

MR. SUMMER: I was pointing out that the
National Association of Real Estate Boards and myselfA
favored rent control. I served on President Roosevelt's
Advisory Committee on rents, helped write their original
rent controls, and we supported it during the war. When
the war ended price controls were taken off and wage
controls were taken off, we then opposed rent control.

And here is a point, gentlemen, that I hope you
pay attention to.

ASSEMBLYMAN MEGARO: Excuse me, Mr. Summer. May
I have the attention of this Chamber again, please.

Let us try to be courteous to the speaker in arder that
we may move along at a rapid pace. Thank you very much.

MR. SUMMER: I want to point out one thing that
is not fully realized. We had some 80,000 members, 97%
of whom were in the business of selling homes throughout
the United States. That organization was unanimously
opposed to rent control even though because of rent
control the G,I.'s coming back from overseas couldn't
find a place to live and under the G.I. Bill of Rights

the government loaned them money with which to buy homes,
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and we made a lot of money out of this, selling homes
to G.I.'s because to a great extent, not entirely, of
the existence of peacetime rent control. '

My point in stating this, I at that time owned
no rental property: 97% of our members owned no rental
property or had any interest in rental property, but we
saw firsthand< what rent control in peacetime without
price and wage control was doing to our community.

I am not speaking theory today, gentlemen, I
am basing what I am going to tell you on firsthand infor-
matdons i Enpersonally managed pvoperties.- and I am
talking now of the period following the depression, -
in Elizapeth, Jersey City. I had an office in Jersey
City, an office in Passaic Cocunty. I'm talking about
Paterson; I'm talking about Elizabeth; I'm talking about
Plainfleld: I'm talking about Asbury Park. I'm talking
about these communities where we had whole neighborhoods
of very old, modest, humble hcomes. They were obsolete in
many ways but they were reasonably well maintained. They
met minimum housing standards and the people ' “ham wers
not rich pecople but working people or poorer but they
were happy there and they took care of their homes and it
was a happy community.

Now I've heard so many of these advocates keep
repeating, well, Newark doesn't have rent control, how
do you account for the slums of Newark. Well, " 'll tell
you how I account for the slums of Newark, many of the
streets I knew well in Newark. The owners could no longer
maintain them even at those minimum standards and those
people, pcor as they were, moved out to other places. They
couldn't stomach the physical condition of the properties
anymore.

Now they talk éonstantly about this being a rent
leveling bill, nnot a rent control bill. Gentlemen, I
have been active - and I'm going to talk in a moment

szbout Mr. Aranow's accusations —-- active and close to the
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political picture nationally and in this State for many
years, and many sponsors of bills and writeérs of bills
did not recognize their own handiwork after a bursaucracy
was appointed to administer it and regulations were
adopted. And what do you have then? You have the inter-
pretation of the law, you have the interpretation of the
regulations and you have the interpretation of the
interpretations.

If you asked me to write a rent control bill that
I thought was fair, I couldn't do it, gentlemen, because
any bill the next day is subject to amendment, is subject
to various actions by the bureaucracy that controls it
and the Legislature sits helplessly by.

So there is a tremendous difference between rent
leveling and rent control - yes, the word "leveling” and
"control" is the only difference, realistically, once
the administration of controls gets under way.

Now I am going to depart from my text to answer Mr.
Aranow. I would like to answer Mr. Aranow. As usual,
he quotes out of context. He read a clause in leases
in my apartments. We use that rider that he read where we
have the right to set the rent when federal controls go
off only in those leases where we were forced to renew
the lease under sub-market rents. We had to renew a lot
of leases below the market, below what the other apartments
were, and those particular leases for those units have
that clause in it and the bulk of our leases do not have
that clause.

Secondly, we have the lowest rent project in Fort
Lee, one of the best maintained. And when some of the
politicians before election began to knock Lynwood Park,
the tenants rose up and sent in articles and letters by
the hundred to the editors defending Lynwood Park as their
home and they were proud of it. That's for Mr. Aranow.

Let me tell you what happened. We gave them air
conditioning and no charge to the ténants, sir, in these
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days. We put in a wire for air conditioning but we told
the tenants that they would have to giit a standard air
conditioning unit in because of the casement windows: we
didn't want a hodgepodge. We named a local dealer or

any other dealer of your choice, but that's the unit we
want. Mr. Aranow had an article appearing that we had

a kickback arrangement with a local representative. Mr.
Aranow finélly was forced to write a retraction and send
us a copy of the retractfdon, send it to the publication.
Three months later we called the publication and thev said
he never sent in his retraction. He pulled that old trick
of sending me the copy of the retraction which he never
signed himself.

That's the kind of man Mr. Aranow is, representing
nis people. Mr. Aranow is the one who threatened the
cand’dates for office at the polls in Bergen County if they
didn't go along with his policy. And I decry the tactics,
and I'1ll stake my reputation agairs* Mr. Aranow's anytime.

Let me tell you this. Mr. Aranow --

ASSEMBLYMAN IMPERIALE: I don't mean to be zruds
and interrupt your speech, sir, but I think (ft?s incumbent
on every person involved in these hearings that we
refrain from bringing in personalities. This doesn't
do justice to the people we are trying to serve. I think
we should stick to the facte and hot bring in personalities.

MR, SUMMER: I will do that when I finish “wo
more statements, for this reason. I was surprised that he
wasn't stopped from using personalities. He wasn't
deterred one second. But I have my reputation on the line.
There are a lot of people here, many members of the press,
and I am saying to you that when I write a letter saying
I do not want to contribute to the likes of Senator Tase,
that's my privilege. There is nothing bo be ashamed of
about that.

ASSEMBLYMAN MEGARO: Mr. Summer, may I interrupt
o a minute. I think Mr. Aranow was out of order as far
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any accusations, if he made any, and I think that we
should direct our remarks to the bill. I hate to
cut you off.

MR. SUMMER: All right. I will stick to one more
remark on the bill 1 connection with Mr. Aranow. Mr.
Aranow has publicly announced 500,000 members, a powerhouse
in political effectiveness. Sometimes he says the dues
is $1.00 and sometimes he says $5.00. For three years
now at a minimum of $500,000 in one year, that's
$1,500,000 that he has collected:; or if it's $5.00, it's
$7,500,000 that he has collected. What has happened to
that money? He won't accept checks. 1It's sent to a box
in Fort Lee and he has refused to disclose what he has
done with the money.

Now I will go back toc.--

ASSEMBLYMAN MEGARO: Mr. Summer, will you kindly
direct-your remarks to the bill. Otherwise, we will have
to cut off the discussion.

MR. SUMMER: Yes, I will.

ASSEMBLYMAN MENZA: Excuse me, Mr. Chairman.

This Committee is here trying to obtain information
from both sides in order that we may work on this bill
and study this bill for possible amendments. I respectfully
request, Mr. Chairman, that these last remarks regarding
Mr. Aranow - and I don't know Mr. Aranow - but the prior
remarks relative to the campaign contribution be stricken
from the record. It is not part of this hearing. I so
move now. Gentlemen, this is an Assembly Committee meeting
on the bill.

ASSEMBLYMAN MANNER: Mr. Chairman, I think in a
hearing of this type people have a tendency to be emotional
and there are statements made by both sides that should
not be part of the record. I think you have to weigh
heavily on our ability to be able to separate the facts
from the fiction and come to a conclusion based on the
evidence presented. I don't think anything should be
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stricken from the record but I think we have to weigh
+he validity and the emotiocnalism put into the record.

ASSEMBLYMAN VEIT: Mr. Chairman, I agree with
Assemblyman Menza that this does not help nor hurt any
particular case here but, in fact, with the press coverage
of this, this is on the record, what both Mr. Arancw ard
what Mr. Summer have said. This is on the record and just
striking it I think would be meaningless at this point.

ASSEMBLYMAN MENZA: Assemblyman Manner's and
Assemblyman Veit's positions are well taken but let mes
make my position quite clear. I could care less about
what Mr. Summer thinks about Mr. Aranow or what Mr.

Aranow thinks about Mr. Summer. I am concerned about
the bill and that's why I'm here. And I wish that further
somments would be directly and solely to this bill, please.

ASSEMBLYMAN MEGARO: Thank vou.

ASSEMBLYMAN IMPERIALE: I think the charges that
have been leveled here today, if they are authentic
charges, should be referred to the Prosecutor's office
of your particular county. And I think that tlils would
settle the problem. If you think there is any undexr-
hand method on your side or on the gentleman's side, who
is not here to defend himself, I think that should directly
be referred to the County Prosecutor's office in the
event there was any violation of the law.

ASSEMBLYMAN MEGARO: I am sorry to interrur vou,
Mr. Summer, but as a matter of record I would also like
to indicate on behalf of this Committee that our sole
purpose is to hear the public on the rent leveling bill.
The gentlemen and ladies appearing before this Committee
should have some code of ethics when they come up here
to address this Committee on any bill, and I would zule
anyone out of order, from this point on, who comes up
here and makes any personal attack. I think we have
extendad a courtesy and we have over-extended the courtesy,

z:d ar injustice has been done. I think from this point
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on we will see that no injustice is done and that some
code of ethics is followed.

I am very sorry, Mr. Summer. Thank you very
much. ,

MR. SUMMER: Thank you, Mr. Chairman. I didn't
come here with any intention to be personal but when
my reputation and businessaibe affected, I must speak up.
I will no longer discuss that subject.

In concluding my justificatioh for talking on
rent control, in addition to the experience during World
War II, I served on President Eisenhower's Advisory
Committee on Housing, the only Realtor on that Committee
and the only Jerseyite on it; I was President of the
National Association of Real Estate Boards in 1951 and
traveled 85,000 miles here and abroad on an inspection
tour. Wherever I went I was shown around, good and bad.
In 1962 I was a guest of Time and Life Magazine on a
housing study tour of Europe where we rang doorbells to
study conditions, including conditions of rent control.
And, as I said, I've managed properties in Bergen, Hudson,
Passaic and Essex.

Gentlemen, on this Committee you have a greater
responsibility probably than some of you may be aware of.
The decision you will make is not "Shall we help out the

tenants and curtail the occasional rent gouging?" The

decision you will make is, "Shall we help the tenants

out temporarily with the likelihood that we are condemning
them to a decade or more of futility." You will be
gambling on stopping new construction, now so promising,
and all chances for tenants to pick and choose, and also
wiping out any opportunity for young couples and newcomers
for finding any place at all. You will be making a
decision to expose the tenants to gouging on a broad scale
by superintendents and unscrupulous owners; agents, and
others, parenthetically a situation that has always
accompanied rent control by whatever name - rent leveling
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or whatever. Your decision will force many tenants to
pay $1,000 or more for worn out, worthless furniture
as a subterfuge to obtain apartments that are becoming
ever scarcer as a result of controls.

Gentlemen, the decisions you make will determine
whether our towns and cities improve or deteriorate;
whether there shall be re-escalation of slums, whether
business and industry are to be stifled by inability to
house their employees, whether rent control shall again
become a major political factor wherein those seekina
office perennially out-promise those in office and use
the growing dirth and deterioration of apartments as
their battie cry.

The advocates of this bill have repeatedly
Aamonstrated their unwillingness to help solve the basic
problemr. It is now being solved without them. They
cannot and will not answer the question, "Which way is
a tenant better off, if he can pisk and choose and
bargain or if he surreptitiously bzibes z superintendent
to tip him off when and if the next apartmert bDerunss
vacant and later finds another desperate, prospective
tenant has outbid him." Which way?

Gentlemen, this is what has happened. I'm giving
you history, not theory. The advocates of control scoff
at history, not only the experience of New York City but
everywhere, everywhere in New Jersey, Europe, you .ame it,
that rent control left its disastrous aftermath. New
construction decreased and then stopped. Properties
deteriorated and taxes went up, not on apartments but
generally went up.

These advocates who weren't around when we had
the last round of federal control in the United States and
in New Jersey are theorizing. They ignore the fact that
3.5 million rental -inits went permanently off the rental
market during federal rent control. They were converted

ty other uses, toyn down or abandoned. They ignore what
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I personally learned, as did all those who were active
in our industry during the '30's and the '40's. I +told
you about visiting these o0ld neighborhoods that were
well maintained until after rent control.

As a result of post-war rent control, when wage
and prices were lifted, that's when, and not before, the
slums began. All this is in addition to the 3.5 miliion
rental units that were completelyvtaken out of the rental
inventory.

Now, do you want to be responsible for repeating
something like this? The advocates of contrcl canft
point to a single example where rent control ever worked
successfully. I would like to see one, anywhere in the
world.

Let me remind you too that once laws are on the
books, temporary or otherwise, they are not easily
repealed, especially when repeal would be doing away with
a vested bureaucracy. That's pretty rough.

We have rent control now, the only kind of control |
that could work because it's accompanied by wage and
price control. You know that a bureaucracy will want to
perpetuate itself. Why create a Frankenstein monster
when it is so obviously unnecessary and becoming less so
every day?

A favorite argument of the control advocate is

that,if, as we insist, a surplus of vacant space is the
best rent control, why can't they bring rents down now?
A good question. We contend, and the record will
clearly demonstrate that this is so, that a surplus of
vacant space will very rapidly wipe out all gouging.

How can an owner gouge if he has vacancies and his
competitors have vacancies? Gouging is the alleged
reason for control. Controls theoretically will be ter-
minated when vacancies reach 5%. How can vacancies ever
reach 5% or even 1% if an economy of rental scarcity is
adopted? This bill would do just that. Remove the constant
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threat of rent control once and for all: allow the owners
and their employees to divert their efforts from contend-
ing with the constant harassmentior threat of rent contrcl
or rent leveling to the normal purpose of serving the
tenants and maintaining the property.
If rent leveling were to be adopted, the red tape,
the waiting, the appeasment of bureaucratic requirements,
the reams of paperwork would occupy the full time of
owners and their employees. Whether the controls were at
the state level or local level or both, there would be
little money or time left to take care of the properties
themselves and to help serve the tenants.
Did it ever occur to you to ask why builders
elect to pay higher interest rates and accept smaller
mortgage amounts from private lenders, banks and insurance
companies, than to deal with the FHA? It is because of
the loss of thousands of hours spent on bureaucratic
requirements and red tape and the e-dless delays make
it uneconomic and unrealistic. How can apartment owners .
then, under rent control or leveling, survive when dezling
with similar red tape that at best can only have a nega-
tive result? They can't. They will be forced to seek
other areas or other fields of construction. Why should
they build here when they can go to other states? Why
should they build apartments when they can build office
buildings or shapping centers or diners or motels” And
the tenants and our industry and business will sit by
helplessly while the builders do something else.
Gentlemen, this is a far-reaching bill, a bill
that reaches down into every apartment, every home,
every business, and enters the political arena of every
community. It will be a factor at every election from
now on. The hypocrisy of the leadership of the rent
control lobby is demonstrated most clearly than ever by
recent developments in Fort Lee, the community where all
this started. Ironically, the originators, major sponsors
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and prime movers of this legislation are high-income
tenants who live in luxury housing in Fort Lee, r&y
monthly rents of from $300 to $70C or more. They,
themselves, have fled from the New York City mprass
caused by rent control.

Although claiming hundreds of thousands of mem-
bers, the rent control movement was initiated by a handful
and is kept alive by a handful.

Two years ago when mortgage money for apartments
was almost nonexistent, they refused our request that we
join in a program to obtain more mortgage funds so
urgently needed. Twec years ago we asked them to cooperate
with us. They even refused to join us in seeking more
simplified standard building codes to help bring down
the cost of rental housing. No, they would not work with
us or do anything about this on their own. Now that
mortgage funds are again plentiful and new apartment con-
struction is accelerating, these same tenant leaders join
in a demand - now, listen to this, gentlemen, - join in
a demand for a moritorium on new apartment construction in
Fort Lee. They want a moritorium. The advocates of control
want a moritorium. A moritorium means stop building for
a time. Imagine that. They're tenants claiming gouging
on one hand and simultaneously supporting measures to
stop apartment production and thus prevent a surplus of
vacant apartments, the best insurance against gouging.
Why? To help tenants? Not at all. Its purpose is
clearly to keep a largely magnified crisis alive.

Two years ago rents on office building space here
and in New York were skyrocketing. So everybody got
into the act of building office buildings, even the Port
of New York Authority and Fairleigh Dickinson University
decided to build office buildings. Today we have a
surplus here and in New York. What happened? First,
rent stopped increasing, then concessions were offered
in the form of many months' free rent, and all sorts of
inducements in the form of free office partitions, free
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lighting fixtures, free draperies, free carpeting, and
so forth, and finally a leveling off and a dropping of
rents. Furthermore, tenants now have an endless selection.

This first chart shows millions of square feet
of surplus office space in New York City.i::1969 - zero.
Because there were no controls on it and everyone was
getting into the act, in 1972, three years later,

20 million surplus square feet of office building in
New York.

Prime space in 1969 in New York was renting for
$25 a square foot; it is now down to $12.50 a square foot.
Average new space at that time was $15, average, today
it is $8.50, average. Average of renovated space was
$13 a foot; today it's $7.50 a foot.

This is what is actually beginning to happen in
residential property. Rent increases are getting smaller
and in many:buildings..they are non-existent, rent incrdases
in those buildings. Certain structures, like the 1,260
family unit, known as a rise now, because of increased
vacancies - 90 just a short time ago - offered concessions
and has reduced rent. Now this is not theory, this is
what's happening.

The climate is perfect. The banks are stuffed
with money and looking to put it into mortgage loans. They
call our office every day. Limited only by zoning, permits
for new apartments are being taken out all over N=w Jersey.

I am going to show you the Sunday Edition of the
New York Times, this Sunday. On this page, 9 columns of
apartments for rent; 9 columns more of apartments for
rent: 9 columns more of apartments for rent. Here there
are a few columns and some coxpps being offered. Here are
a few more columns and coewps. Over here, 9 more columns
of apartments for rent. This is all in the New York
metropolitan area including New Jersey. Here's another
page 9 more columns of apartments for rent. Here are
8 columns of apartments for rent. And now we get six full
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columns of spaces for rent in New Jersey.

You couldn't find an ad like this a year ago
or two years ago: you couldn't have found it six montis
ago.

The question was asked, and I would like to answer
some of the questions the other witnesses were asked, - the
question was asked how long ago had this shortage taken
place. This shortage started about 5 years ago when
mortgage money became tight. At that time the New York
Times had as many ads as this. Here's one, four months
free rent. There are others like it. At that time, five
years ago, they were offering free trips to Europe, three
and four months rent, a concession, free rent if you would
only rent from them. What happened? Mortgage money became
tight and it was almost impossible. The interest rates
were confiscatory and you couldn't economically build an
apartment at those rates and get an economic rent. So
apartment construction stopped. And when it stopped, you've
seen the results. It's like controls. You put controls on
and it will stop. These guys don't have to build here or
they don't have to build apartments. Why should they if
they don't have to contend with it elsewhere.

Right today, you have 15 to 20% vacancy in Texas

and Arizona and California where you had no vacancies two

years ago. I went out there to buy some buildings because
I was afraid of rent control in New Jersey and when I
went out there I was afraid to buy because of the increased
vacancies and the bargains that were available everywhere. |
And that's spreading throughout the country. ‘
This is not theory that I'm giving you; I'm giving
you facts, gentlemen. Of all times to consider rent control,
this is the least feasible time in the last five years.
Three years ago there might have been more reason to back
it up though there is never reason for creating a shortage.
I realize that the hour is growing late. I have
one more minute of my prepared text but I would like to
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‘ust touch on one or two things that were brought up
here today.
If the proponents of rent control haven't dis-
credited themselves in the past, when they contend it will
take three people to administer hundreds of thousands of
apartments in New Jersey, I say that's asininee New -
York is spending $15 million to control rent, the bureaucracy,
and they were short of people and months of delays took .
place. Months of delays means months of vacancies,
unnecessary vacancies.
I will skip some of these things.
I would like to have you show one more chart and
then I will e through with the charts.
The problems of senior citizens and low income
families is real and I think we should face up to that.
I'11l discuss that in a moment.
Gentlemen, here is a chart based on figures of
the Bureau of Labor Statistics, the Northern New York and
Northern New Jersey Region, between 1960 and 1970. This

is the last period. During this periocda ot time, rents

increased 27.3%. Now I know rents went up - I've heard

40, 50, 60%. We've investigated those cases. They said

we never investigated. I've been out myself night after

night checking with owners - How come you're charging

these rent increases? And they've shown us that this

lease was two years old or three years old and was being

renewed for two more years and you're comparing th. price |

cf three vyears ago with the price of two years’frem now,

five years apart. Of course, it will be a big increase

to hit you all at one time. Until you know all the facts -

on these things, it's bad. Now, there is gouging and

we will get to that point. .
Now during this period wages o6f production workers

increased by 48%: home ownership cost, if you owned a

house, want up 50%; and the wages for office and clerical

rzers increased 60%. These are government figures, not

mur figures,
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0 ¢]
e



Now this is not to say all is well but this,
combined with the fact that building is going up all
over, is evidence of that.

Now, I took the trouble yesterday to ask some
very important people to spend the whole day to survey
the situation in Fort Lee. Now that's a luxury area
but I'll get back to the relationship to the --

ASSEMBLYMAN MEGARO: Excuse me, Mr. Summer. Can
we wrap this up now?

MR. SUMMER: I am wrapping it up.

ASSEMBLYMAN MEGARO: All right.  Thank you very
much.

MR. SUMMER: Give me one minute.

The survey yesterday showed - I'm talking about
6,230 units in existing buildiﬁgs, 528 wvacancies today.
That's 8.5%. If you add 50 notices to move, that haven't
moved yet, that would make it 9%. In addition to that
there are 2,343 apartment units to come, based upon
building permits definitely issued, which are not included
in available apartments.

The turnover last year was 898 apartments, that
means 898 tenants moved. Some of them may have had
economic problems but most of them moved because they had
foundr.someplace elsé to:go..: This is no time to introduce
‘rent control.

Now my last few words are simply this: We all
agree that abuses exist and they must stop. But the way
to stop them is not this bill but to produce more housing.
They can't gouge where there is competition. Is this then
the time to adopt rent control?

Gentlemen, please base your decision on history, on
facts, not on dramatic theory based on isolated cases.

In conclusion, in recommending this legislation you
‘would not be solving some isolated problems, you would be
laying the foundation for economic disaster of major
proportions that will hurt the entire community and
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evertually damage the tenants most of all.
Would you do away with sex in order to stop
prostitution?
Would you do away with an entire rental industry
and downgrade the rental housing inventory in order to
stop relatively few gougers?
Leave the market alone. It's working out,
dramatically so. For the first time in years I've seen
things like this. If you want action, we suggest con-
structive action - the adoption of a standard, realisti-z
building code, cheaper mortgage money, more apartment
zoning - not destructive legislation like this bill.
Thank you.
ASSEMBLYMAN MEGARO: Thank you, Mr. Summer.
ASSEMRI.YMAN IMPERIALE: Mr. Summer, on your

econd chart - would you pick that chart up again, please?
MR, SUMMER: Yes, sure.
ASSEMBLYMAN IMPERIALE: I rnotlce that you have

L0

rent increase, wages of production increas=, home
ownership increase, and the wages cf office ana clexlical
workers increase, but where is the increase of the old
people who are on pension and have a limited amount of

money coming in?

MR. SUMMER: The Bureau of Labor Statistics
didn't provide charts on that but I have some words to
say on that subject, if I may.

ASSEMBLYMAN IMPERIALE: I think with this type of
legislation we should be provided with some information
like that because this is the type of person this bill is
really going “o affect. The figures look beautiful up
there but I like the ones that we cannot see. What you
said, do away with sex to curtail prostitution, - you
know, we have many kinds of prostitution and sometimes
people think that by legalizing prostitution you will
do away with a crime. We are going to have to just make
wrovisions, I think, for servicing not just what you have
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on charts but for things that are not on charts. And

1t you could make available to us pertinent information
that would help this Committee 1in 1its findings. we would
appreciate it 1f you would do so.

MR SUMMER: Well. do you want some commer :s
quickly ncw?

ASSEMBLYMAN MEGARO: Yes you may,

MR SUMMER: I think the low income family ard
sen1or citizens may be less affected ky a surplus »>f
housing than would the luxury apartment dweller. 3ut this
again 1s something that we should never lose sight of.

' If you have a vacancy. a large number of vicancies
in luxury housing. those fellows have a big mortgajye cn
that building and they have to rent them out one wiy or
the other. Sometimes they have to waive amortizat.on
for a year or two to get them rented up. They can t
leave them vacant. So people who occupy these wh:n the
ver¢s arn laered | couldn t rent them at the pres:nt
rents move out of someplace - some come from New ’ork
but most of them come from the area or the State - they
leave socmeplace that may be somewhat lower in the :ent
level. and so on down the line - what we call musi:al
chairs. We have traced specific rentals at the 1lutury
level to as many as six moves. It has affected si: levels
of income. making vacant apartments. Now a lot o people
live 1n quarters they don t like and can afford mo e but
haven t been able to find 1t at the money they can afford
tc pay. A surplus will accomplish thais.

Now this is not the solution. to answer yur
question. It 1s one of the things that will help.

Another thing that will help, minimum housing code :; must
be streamlined which will cut down construction sonewhat.
But the fact still remains that in the Northern New Jersey
area the high cost of construction no builder can build
in Newark at today s building costs and rent those
properties at the rent that lower-income people ca: afford
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+o5 pav and come out whole economically. So the surplus
may not help those people so much but what will help the
people in Newark are two things - number one I believe
was what the economist said that if subsidy is necessary,
and it is, it should be to the family - there is more
dignity to it, +they shouldn't have to live in subsidized
housing -to the extent of their needs, not their entire
rent, and for the length of their needs. A subsidy
like that should be available to certain classes of
people where you can't afford to build for them. But
what's more important in the City of Newark, what I've
been crying out for, for years, to Governor Cahill and
his predecessors - and this is what we came up with on
Eisenhower's Advisory Committee, if Congress had
listaned to us you wouldn't see the failure in your urban
rerewal —-—- we said, there is no justification for spending
a2 dollar for subsidy unless minimum housing standards are
maintained and codes are enforceld. I know the problem buty
damn it to hell, the housing invenitorv is going down through
non-enforcement of codes at a rate that far exc==03 reaw
construction. And if you think it's bad today, I dread
to think what it's going to be like two years from now.
So, number one, let's get code enforcement. If
we get code enforcement - it's not simple but I have a
detailed program on it which I will not take the time
to go into here - you then start getting interes* in
renovation; money should be available for renovation but
only if codes are enforced because if you renovate now
and somebody let's the building go next door --
Tax+s. Your municipalities, your cities, have
a tax problem that's second to none. Why? ¥isualize
three houses, if you will, built twenty years ago. This
one was well maintained and he pays the highest taxes:
this one just mes*s minimum housing standards ard he
vays & somewhat lower tax, because the law says you must

“ax according to true value; this third house has been

62 A



milked and pays a negligible tax. And I insist that

if you want to get your cities straightened out adopt
a law wherein alli properties are taxed as that middle
house. What would the house be worth if it met minimum
housing standards. There is no profit in letting it go
down or being penalized if you take care of it and
improve 1t. I'm not talking about capital improvements
but maintaining 1t.

Now this is one of many things. But I say to you.
we also need subsidies for the construction of homes for
the lowest income in cities. or a rent subsidy, or a
combination of both. But the musical chairs will help.

ASSEMBLYMAN MEGARO: Thank you. Mr. Summer.,

No questions, Mr. Summer. Thank you very much.

We intend to recess but we will have one more
speaker before the recess if he promises to be only
five minutes. and. hcpefully. every speaker thereafter
will try to keep their statements to five minutes.’

Mr. Daniel Gaby.

ASSEMBLYMAN MANNER: Mr. Chairman, if I may.
Senator Rinaldo had to leave and he asked if I would give
each member a copy of his statement and have it included
in the record. (See p. 146A)

ASSEMBLYMAN MEGARO: Thank you, Assemblyman Manner.
DANTIEL M. G A B Y: Mr. Chairman, my name is
Daniel Gaby and I am Chairman of the Democratic Policy
Council of the Democratic State Committee. I will be very
brief. In fect, I am going to forego reading my
original statement because. having listened here this
afternoon; it’'s quite clear that you gentlemen have
heard at least my side of the argument. My side of the
argument does fall with rent stabilization. and thése
arguments have been made very eloquently by Mr. Aranow
and I won't repeat them. However, there is one point
that I do want to make.

It i1s perfectly true that the answer 1s not rent

63 A



stabilization but rather an increase in housing. It

is equally true, particularly to those of us who are
involved in the political process, that the conditions
necessary for a sharp increase in housing in this State
simply do not exist and are not very likely to exist for
a long period of time.

The fact is that the shortage of housing in this
State is the result of excessive property taxes, of
exclusionary and restricted zoning, of building codes,
of high closing costs, and of high mortgage rates.

Now the problem here is that we have a very
serious political problem in that zoning is one of the
most explosive issues that exists in the State today:

a reform of the property tax which must be based on the
imposition of a statewide graduated personal income tax.
These two conditions, in my judgment, are very far from
us, urhappily. And until that happers, we are very
unlikely to see any sharp increase ‘n the housing supply.

So that arguments against rent stabilization seem
to me to be specious in the light of these circumstances.
I have listened this afternoon to one argument after
another about the weaknesses of rent stabilization. I
have listened to specific arguments against particular
points in this particular legislation, but I have not
heard a single constructive alternative suggestion that
would cope with the situation that exists today, ' =cause
what is necessary today is that we create legislation
which will give short-term relief to people caught up
between the political reality that we'‘re facing today
and the ecor mic reality that they're faced with.

A previous speaker mentioned that there are in
fact rent gougers. He also mentioned that rent gougers
are in the decided minorityawithin the building and
landlord community. I am not prepared to argue if that
is so or not. However, one particular act of good faith

which would persuade me of their good intentions would be
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if on a systematic regular basis the building and

landlord ccocmmunity would identify these rent gougers

and cite chapter and verse as to the particular situva-
tions so that we would have some impression that they

were in fact policing themselves. Because in the

absence of this kind of information, we can only assume
that they are sweeping some things under the rug. 7The
abuses unquestionably do exist:; the abusers unquestionably
have no intention of policing themselves. The Legiélature;
the body that you gentlemen represent. is the last de-
fender of the public interest and you must unquestionably
provide relief,

Thank you very much.

ASSEMBLYMAN MEGARO: Thank you. Mr. Gaby.

Are there any questions?

ASSEMBLYMAN IMPERIALE: One questions. Are you
a candidate for the U. S. Senate?

MR, GABY: I'm a candidate for the Democratic
nomination for the United States Senate.

ASSEMBLYMAN IMPERIALE: Do you have any constructive
views on paper that you can submit to this Committee that
you think would be of help to us?

MR, GABY: I certainly do. My own feeling - again,
I don't want to take too much time on this but very quickly -
is that the Federal Government ought to be assuming much
more of the cost of local education of health care and of
income maintenance. And if, in fact. these programé were
instituted, the burden on the local property taxpayér
would be appreciably decreased particularly with the
assumption of education costs and the pressure for |
exclusionary zoning would subside very rapidly.

One of the reasons that I am a supporter of the
State income tax, the assumption by the State of the cost
of local education, is that I believe sincerely that this
is one of the principal reasons why communities have
restrictive zoning, they clearly have an interest in

reducing the number of children in their school system.

65 A




And if that incentive were to be eliminated, it seems
toc me that you would be moving much more rapidly toward
the kind of zoning that makes sense in this State, which
is much more balance, and you are going to move much more
rapidly toward building a supply of housing that we're
all loocking for.

ASSEMBLYMAN IMPERIALE: Thank you.

ASSEMBLYMAN MEGARO: Are there any further
questions?

Thank you, Mr. Gaby.

We will take a ten minute recess.

(Recess)
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ASSEMBLYMAN MEGARO: Will everybody please take a
seat, May I have your attention, please. We have
quite a few speakers listed. We will adhere strictly to
the five-minute rule. Assemblyman Imperiale will be the
timekeeper. After four minutes. it will be indicated
that you have one minute left. We have to follow the
five-minute rule in order to hear every speaker listed
for the balance of the day.

We will adjourn around 6:00 P,M. and we will make
a decision as to any future hearings at that time.

We will now call our next speaker ---

ASSEMBLYMAN MANNER: Before you call the next speaker,
there was a gentleman approached the table during the
recess, Mr. Michael Leggiero, from the North Hudson Community
Action Corporation, with a prepared statement that he
asked be put in the record, and he accompanies it with
what he claims are 15 000 signatures. And judging from
the stack of material here, it looks like his count is correct.
I will turn them over to you to be put in the record.

(Mr, Leggiero's written statement can be found on
page 153 A.)

ASSEMBLYMAN MEGARO: Thank you, Assemblyman Manner.
Our next speaker is Charles B. Ferrara, representing

the Homeowners Council of New Jersey.

CHARLES FERRARA: Assemblyman Megaro and
members of the Municipal Government Committee.

My name is Charles Ferrara and I live at 2449
Camner Street in Fort Lee. New Jersey.

I come here as a spokesman for the Homeowners Council
of New Jersey to voice my opposition to the rent-leveling
bill before you. because I am convinced that this proposed
legislation will raise property taxes.

I want to be frank with you. gentlemen. As a homeowner
in this State, I've had it up to here. I think you under-
stand what I'm saying. Anyone who owns a home in New

Jersey knows what I'm talking about.
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The property taxes in this State are unreal. The
people are disgusted. Just look at the way the voters have been
reacting to school-bond referendums.

Young couples cannot afford to buy homes in New Jersey.
Parents with college-age kids are worried sick about how they
are going to meet their bills. Our senior citizens - and we
have them, gentlemen, just like the tenants - who are living on
fixed incomes are really up against it.

I - and I am going to go off my text a little bit - am
also a president of a local Homeowners Chapter in Fort Lee of
600 members, and of that number,110 of them are between the
ages of 66 and 73, own their own homes and are about to lose
them because of taxes.

Our senior citizens on fixed incomes are really up against
it, because they thought their troubles would be over after the

mortgage-burning.

Why have the homeowners in New Jersey been an oppressed
majority in this state? Because, we've been too busy working,
taking care of our kids and staying out of our neighbor's way.
Without raising a fuss or asking anyone's help, we have been the

foundation of this state.

Well, gentlemen, the foundation is cracking under the
weight. And, now we are going to scream and holler, too.

I've come here to reason with you, to argue intelligently.

But, I don*t think you will blame me for raising some hell, too.
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We're not staying home anymore, gentlemen. Yo 'll be

hearing from us regularly.
Let me get down now to the subject before vs. The tenant
lobby calls it “'rent-leveling.®
Do you know what I call it?
I call it "rent-chiseling.”
Rents are going up in New Jersey, so a small (roup of
tenants form an organization and they lobby for a free ‘ide.
They figure that with enough muscle they can et a law to
keep rents from going up. Just where do they get the ne ve?
The tenant lobby knows that rent-leveling wil. place an
unfair bvrden on the homeowners, but they just don't ca:e.
If this Legislature approves 'rent-chiseling, ' it will
have to @ccept the responsibility for raising homeowner; taxes,again.
Here's how rent-control will force homeowners to pick
up the check.
Controlled rents keep the inccme of apartment luildings
down. Now, in almost 21l cases, the taxes on apartment hcuses are
based on their income.

So, rent control will mean that apartment builcings will

be paying proportionately less in taxes.

Meanwhile, tax reform or not, the cost of public services

will continue to rise. Therefore, someone will have to mike up the

difference.
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That someone is me and the members of my organization.

If you doubt the logic of my arguement, ask any tax
assessor in a munjcipality that has apartments what will happen if
rents are controlled. I've asked tax assessors and none of them
has disputed this arguement.

You know as well as I do that you can't get something for
nothing in this world. If tenants can live in apartments that, by
the law of supply and demand, should be renting for more, someone
other than the tenant will suffer for it.

Well, I'm tired of suffering.

I've done some research, too, and I know that I'm not
suffering alone. Homeownership costs rose 59 percent in the New York-
Northeastern New Jersey region from 1960 to 1970. During the same

decade, rents rose only 27 percent.

I know something else, too. Homeowners outnumber tenants
in this state. According to the 1970 Census and figures provided
by the State Department of Labor and Industry, there are about
A.A million people living in their homes in New Jersey, There are

only 2.8 million tenants in the state.

The.homeowners have given a great deal to New Jersey.

Now it's New Jersey's turn to give us something-- give us a

break and scrap this bill to make rent-chiseling the law of this

state.
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ASSEMBLYMAN IMPERIALE: You have one minute, Mr.
Ferrara.

MR. FERRARA: I would like to go a little bit off
my text because I was involved in the rent-leveling legis-
lation that was passed in Fort Lee. Our former mayor was
here before and spoke concerning this. He said it was a
unanimous decision on the part of the municipality, the
Mayor and Council.

Well, I am here to say that we had 2200 signed petitions
from homeowners in the Borough of Fort Lee, which were
against rent leveling or rent control of any type. We brought
1200 people out to the meeting, three different meetings.
The rent-leveling ordinance that was passed was passed with
the understanding at an open hearing that amendments
would be immediately introduced two weeks prior to its
going into effect. The only reason they passed it was because
if they didn‘t. they would have to readvertise. Well, they
passed the rent-leveling ordinance and in two weeks they
scramgeed the amendments.

So we were not for it. We do pay 50 per cent of the
taxes in Fort Lee.

ASSEMBLYMAN IMPERIALE: That's your five-minute limit.

ASSEMBLYMAN MEGARO: Thank you, Mr. Ferrara.
Assemblyman Veit has a question.

ASSEMBLYMAN VEIT: Mr. Ferrara, the statement was
made before that a homeowners' organization in Fort Lee was
a front for the builders, Was that your organization that
was so accused?

MR. FERRARA: I am sure it was my organization
he was accusing. But it is an out-right lie.

Let me say this: Our organization was formed as a
direct result of the rent-leveling ordinance that was being
introduced in Fort Lee. In sight of 3 weeks, we had over
600 members join the organization. The only thing we asked
for. since we didn't have finances and the local Builders'

Assoclation was coming out with literature and fact sheets

71 A

e -

ey




sa2,;ing why a rent-leveling ordinance should not be passed -
wa asked for copies of this. We also asked them if they
would send out a leaflet announcing the meetings under our
name so that we could get them to come out.

I announced it to the paper before the leaflet went
cut that I had asked the support of the local Builders in
this particular area. As a result of my getting some natiocnal
publicity on TV, etc., fighting this thing, I was then approached
to join a statewide organization, which is a formation of
50 homeowners' organizations throughout this State in every
county. As a result, I ended up as president. We again used
the same tactics to help us here tonight. We did approach
the New Jersey Builders and askedthem to send out a leaflet
for us, which they agreed to do.

As I said before and I say again, as a homeowner, this
is the first time that I have found that the apartment owners
have been on the side of the homeowner in this specific
issue. If I can use them in any way, shape or form toc help
me to cause the homeowners to have less taxes, I will use
them and I will continue to use them.

ASSEMBLYMAN VEIT: So, in fact then, the accusation
that your organization is a front for the builders and land-
lords is baseless.

MR. FERRARA: That's right.

ASSEMBLYMAN VEIT: I am glad you are here tc put
that on the record.

MR. FERRARA: Just one other point - referring to
the mayor that was here, he supports rent-leveling 100 per cent
as you have heard. He happens to be a high-rise apartment
dweller in the Horizon House Apartments, which is the most
exclusive, and is paying upwards of $700 a month rent. He
is the same guy who is introducing the moratorium now. There
ware 3,000 apariments being.built in our town when they
introduced this ordinance and this is the same town that
bars garden apartments. They said that an emergency existed
zn? sy pushed through this ordinance. He is now saying
we don't need any more apartments in town.
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ASSEMBLYMAN MENZA: Mr. Ferrara, what business are
you in?

MR. FERRARA: I am in the life insurance business.
I am a general agent for John Hancock Mutual Life
Insurance Company in Palisades Park, New Jersey.

ASSEMBLYMAN MEGARO: Are there any other questions?
(No response.) Thank you, Mr. Ferrara.

Our next speaker will be Mr. Tex Weiner, apartment
owner, Asbury Park. Will you kindly curtail your remarks

to five minutes.

TE X WEINER: Well, I'm going to try, but I think
it is an imposition because I have heard men here speaking
for 15 or 20 minutes and to restrict me is very unfair.

ASSEMBLYMAN MEGARO: In order to give everyone a
chance to be heard this evening before this meeting is
adjourned, we have to limit each person to five minutes.

I would appreciate it if you could curtail your remarks to
five minutes.

MR, WEINER: All right.

ASSEMBLYMAN MEGARO: Thank you, Mr. Weiner.

MR. WEINER: Gentlemen, I want to thank you for
letting me appear here. My name is Tex Weiner and I am
former chairman of the Apartment House Council and I would
like to tell you that I am a member of the New Jersey
Builders' Association. I am very proud of that association.
I have beena builder for over 20 years and I own and manage
apartment complexes. .

A great number of erroneous statements have been made

about landlords, some pretty deliberate, some very nasty.

I have been called names today worse than I have been called

on a football field. Let me tell you, I have never heard
such language, couched in such a nice way. Some comments
were made by people without knowledge of the management
problems we have. There is a lot more to this business

than just renting an apartment to a tenant. It has become
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a complex business.

I know the biggest hue and cry is rent gouging. All
right. As Al Smith used to say, "Let's look at the record."
Rents go up because my costs go up. Let's take taxes.

One project I own has had terrific tax increases every year.
In 1968, I had an increase of $2800. Here is a tax increase
of $4200 for 1969 - 1970, $7900; 1971, $5225; and 1972, $4459.
Gentlemen, in five years my taxes went up $24,584 for 164
units in one town.

In another project - and this one will shock you - T
had a tax increase that will stagger you - $19,700 for the year
of 1972, one year. This is not a large complex. This is
another one I own. It is only 104 units. That means a
tax rise of $19.40 each month per apartment.

I'd like to tell you something. I'm going to digress
for just one second. I didn't raise my rents $20 and I
don't like this characterization that every landlord is a
gouger. I resent it. And I don't like it one damn bit.

This tax rise was so high that it caused a 96-unit
apartment house, only two years old, just a half mile down
the road from mine, to go into bankruptcy. Everybody talks
about shortage of apartments. Amazing isn't it? Just look
at the record. 1It's the Imperial Gardens in Jackson Township.
You might wonder about my project. Because of this tax increase,
it is in the red. And I borrowed money to keep it going.

But how long - if we don't get tax relief soon? I don't
know how long I'll keep this one.

I would like to tell you something about the particular
problems that we have. Everybody talks about theory. I
don't deal with theory. I deal with live people and with
projects.

Gentlemen, this is a bucket of paint (indicating). We
paint each apartment before a tenant moves in. Our paint
supplies went up 18 per cent in just three years. These
are some of the items we use.

This is an insignificant item. Your wife may know
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about this. It is called Easy-Off. We have to clean every
stove wﬁen some of our charming tenants do not clean it
when théy leave.

Let me have a lock. please. Here's a lock. In
just three years, this thing went up 37 per cent.

Now everybody needs one of these items. You all need
a toilet seat. It 1s the most indispensable item in every
man's library. I would like to tell you how much this went
up. It went up 19 per cent in just three years. It's a
comfortable seat.

Do you want a drink of water? Do you need faucets
for cooking? How about a faucet? Do you know what this
cost meﬁ This went up 20 per cent in three years.

Hare is a light fixture. This is not the one we
use in the apartments but one we use outside so people
don't stumble when they go up the steps. This thing rose
24 per cent in just three years.

You know we have master antenna service. Tenants
think nothing of it. They know they just plug in it. But
if their picture gets a little awry - oh, you will hear them
scream, "What's the matter with the antenna?" And we keep
it fixed. And that I want you to know, gentlemen, Jjust went
up a little matter of 40 per cent.

This big box is a Westinghouse air conditioner. I got
trappedﬁinto buying that one because the jacket that we
put the air conditioner in doesn't fit any other. I am
committed for the rest of the life of that apartment house
to use a Westinghouse. Now you all want it cool when you
are watching television. 1In three years, these items went
up 67 per cent.

You and I know when you have a nice garden apartment,
you haveée to keep the lawns nice and green and neat. And
you need seed, fertilizer. lawn equipment. Everybody thinks
this is really nothing. Do you know what this stuff
represents? a 32 percent increase in labor and machinery.

I'd like to tell you one thing. I have given you
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practically all the maintenance costs that I have with
me, but not all of them.

I want to go to one item that I just read in the
newspaper and that is our service electricity - electricity
for the parking area, porches, inside hallways - and on
June lst, that will go up 6 per cent this year. But in 1970,
it went up 7 per cent and late in 1870 it went up another
9 per cent - a total of 22 per cent in just two years - plus
a kicker. It can go up every month now. The PUC has granted
the power companies the right to raise the cost every single
month if their fuel costs go up. And you and I know they're
going to go up.

Now I'm going to show you something. This is a life-
sustaining little bottle of water. Everybody likes a drink
~f water. Do you know what this costs me? In just two years,
a 150 per cent increase.

I would like to show you something else. This, gentlemen,
represents a bag of garfjage. This is really actually garbage,
plain, ordinary garbage. Ninety per cent of the communities
in this State do not pick up apartment house garbage. We
pay for it. I would like to tell you because they were going
to get under some regulation of the State, every one of
the scavengers raised their prices to the tune of 47 per cent
in just two years.

You know tenants always want their heat and they
don't want to hear any noise about it om else they complain
to the Board of Health, which they should do. The nacural
gas industry wants a hike of over $4 million in the whole
United States. We know we are going to get another increase
on that. The ownetrscof apartments who use natural gas, who
have already gotten an 18 per cent increase, know they
are going to get another one. .

ASSEMBLYMAN IMPERIALE: You have one minute, Mr.
Weiner.

MR. WEINER: I'll cut the rest of this. You have

a general idea.
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I would like to just show you one thing. I am not
even going to talk about the salaries. You are not going
to give me time. I just want to show you one form.
Gentlemen, I was chased out of New York City by rent
control. I saw a $2 million apartment house that my family
owned go for $80 thousand. If you do that to me, you are
going to chase me out of New Jersey.

(Mr. Weiner goes to the back of the Chamber where he
had various exhibits set up.) I want to show you something.
It is over 200 forms we will have to £ill out. What kind of
an office space are you going to give me for all these forms?
This is what you have to fill out in New York. You want
rent control? You'll drive us nuts. Here are some more
forms. Take a look at them.

ASSEMBLYMAN MENZA: These are New York forms.

MR. WEINER: What do you think New Jersey is going
to give us?

ASSEMBLYMAN MEGARO: We haven't arrived at the point
of having any forms yet.

MR. WEINER: Are you going to give me more?

I'm going to let you see them. They are all their
forms. You haven't seen them all. We didn't even bring
them all. We are being good to you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Weiner.

MR. WEINER: I just want to answer two things Mr.
Imperiale asked before. May I?

ASSEMBLYMAN MEGARO: You may.

MR. WEINER: I want to tell you something. You take
all these items away from me, gentlemen, and this is what
you are going to get., (Mr. Weiner points to a bag of
garbage) This is what you are going to get. If you
think this is a joke - I've already been through it once.

ASSEMBLYMAN MEGARO: We have that in Newark already.

MR. WEINER: You have it in Newark already? 1I'll
tell you why you have it in Newark already.

Mr. Al Brown, the former President of the New Jersey
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twilders Association, contacted Mayor Gibson of Newark

o three occasions and his offers were never answered.

You asked about Newark, Mr. Imperiale. I want to tell

you that the President of the New Jersey Builders' Association
last yg$r, Mr. Al Brown, went to see Mayor Gibson three

times so he could do ‘some building in Newark.

I would also like to tell you, sir, that prior to
.that a consortium of ten builders made a proposal for
town houses in Newark. It took them five years before they
gave up, discouraged. That's how many roadblocks were
thrown into their lap.

I just want to tell you one thing, sir. We will build.
I'll build vo2 up a storm. I have already done it. You let
me build. I come from Monmouth County. Let me tell you,
sir, I offered the Township of Wall 400 senior citizens units
o a 22 acre tract that I had that would give them over
$44,000 in clear profit. Because with senior citizéens there
are no school kids. We take care of everything. They
turned me down.

ASSEMBLYMAN IMPERIALE: Mr, Weiner, let me tell you,
when you want to build in Newark, you come and see Assemblyman
Anthony Imperiale.

MR. WEINER: You've got a date. How's that? You've
got a date. I'll build you up a storm. You let me. I'll
build it for you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Weiner. Assemblyman
Menza has a question.

MR. WEINER: Do you have a question, sir?

ASSEMBLYMAN MENZA: Yes, I do, but I must say now
I am convinced, Mr. Imperiale, that you are definitely
running for President, and I'm not voting for you. (Laughter.)
You gave a very interesting demonstration.

MR. WEINER: Thank you, sir.

ASSEMBLYMAN MENZA: However, not very convincing, sir.

MR. WEINER: Oh, let's go into it.

ASSEMBLYMAN MEGARO: Will the Assemblyman please ask

k1ls question.
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ASSEMBLYMAN MENZA: First of all, these photographs
are not your proerties, are they?

MR. WEINER: No, sir.

ASSEMBLYMAN MENZA: You don't know whose properties
they are, I take it.

MR. WEINER: I left New York. I thought I made that
clear.

ASSEMBLYMAN MENZA: You have no idea then why
these buildings deteriorated in the manner in which they did.

MR, WEINER: Oh, yes, I have first-hand knowledge.

ASSEMBLYMAN MENZA: Tell us what it is.

MR, WEINER: I'll tell you why. The rents on these
apartments were pegged to 1945. They were never increased.
But the oil, the repairs, the maintenance - that went up and
up and the taxes went up every year to a point where it was
not feasible, not economically feasible.

ASSEMBLYMAN MENZA: Mr. Weiner, the bill in question
reflects increased rentals when, in fact, taxes go up,
when improvements are made, and when the Consumer Index
increases.

MR. WEINER: What is a super index?

ASSEMBLYMAN MENZA: Are you familiar with the bill,
sir?

MR. WEINER: Am I familiar with this bill? Oh, yes,
I am familiar with the bill. I didn't hear the word
"consumer. "

ASSEMBLYMAN MENZA: Can you tell me, Mr. Weiner, ---
You, of course, understand that in the bill there are

certain provisions for rent increases under certain circum-
stances. You understand that?

MR, WEINER: I am well aware of that, sir.

ASSEMBLYMAN MENZA: Let me ask you a question. When
all these prices went up the last few years, I presume
your rentals went up.

MR, WEINER: Yes.

ASSEMBLYMAN MENZA: I presume you are not losing
money.
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MR, WEINER: On one apartment project, I am. --

ASSEMBLYMAN MENZA: But on the rest of your projects,
you are making money.

MR. WEINER: -- The others, I am not.

ASSEMBLYMAN MENZA: You are losing money on alkl
your projects?

MR, WEINER: No, sir.

ASSEMBLYMAN MENZA: You are in business to make
money.

MR, WEINER: No question about it.

ASSEMBLYMAN MENZA: And you are, in fact, making
money, are you not, out of these rentals you are talking
about?

| MR. WEINER: Correct - absolutely.

ASSEMBLYMAN MENZA: So when, in fact, your expenses have
gona up, vour rents have gone up, have they not?

MR. WEINER: Commensurately, not gougingly. That's
the answer.

ASSEMBLYMAN MEGARO: Thank you, Mr. Menza. Any
more questions? (No response.) Thank you, Mr. Weiner.

(Mr. Weiner's written statement can be found
beginning on page 154 A.)

Our next speaker will be Mr. Roy Sampath, the Chairman
of the Committee on Christian Social Concerns, Bethany United
Methodist Church, Fort Lee.

ROY SAMPATH: Mr. Chairman and members of the
Committee: The galleries are empty and most of the headline
hunters are gone, but the issue remains with us and I hope
that some of the thoughts that might be expressed might
reach more fertile ground now that there might not be

so many interrupticns.

Mr. Chairman, I am the Chairman of the Human Relations
Committee of the Board of Christian Social Concerns of the
United Methodist Church, the Northern New Jersey Conference.

This cocmmittee is in favor of rent stabilization.

wentosmen, there are three basic needs of society: food,
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clothing and shelter. If, at any time, sizable segments of
our population are deprived of any of these three, our
society is in trouble. And we are addressing ourselves in
New Jersey to the question of shelter.

It is no exaggeration - it is no misstatement of
fact - you have heard it from ten o'clock this morning
with very few dissenting views - that in the opinion of a
number of the leaders of our society, there is an emergency
with respect to housing.

I won't bore you with unnecessary repetitions of
statistics or reasons why this conclusion was reached.
Suffice it to say, that I concur with them.

I will digress a bit from my trend of thought to suggest
to you, Mr. Chairman, since so many of the speakers seem to
come here from the northern part of the State,that it would
be feasible to schedule hearings of this kind either in
Newark or at some point north of Newark.

I also live in Fort Lee and I recognize my friend,
Mr. Ferrara, of the Homeowners' group, and behind me the
gentleman whose building I see as I look out of my window.
I am not one of those who live in Horizon House. I occupy
a lowly ground-floor apartment. As a matter of fact, it
might be called a basement apartment. Heights just don't
impress me too much.

By profession, I am a microbiclogist and I am not at
all in my mildeu speaking with politicians. As a layman
speaking in behalf of a religious group, I find myself
naturally hostile when it comes to politicians. Because
most of the time, I find that politicians seem either to
start out on a basis of corruption or before they get too
far, they become corrupt.

ASSEMBLY MEGARO: May I interrupt you there. I
beg to differ with you on your charges. You have made some
accusations about politicians, I believe. I want to remind
you that we are legislators, representing the districts
that we come from. So I would ask you to refrain from any

statements to that effect. You may continue, sir.
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MR. SAMPATH: Let me make myself perfectly clear.

I am saying that there is a tendency. It is a milieu in
which I find myself uncomfortable.

The stories coming cut of Trenton, New Jersey -- if
any of yocu live in Essex County or Hudson County, you don't
need me to recite the headlines that went across the nation
recently. In my own state, in my own county =---

ASSEMBLYMAN MEGARO: Mr. Sampath, Assemblyman Imperiale
has scmething to say.

ASSEMBLYMAN IMPERIALE: Mr. Chairman, a point of
order.

ASSEMBLYMAN MEGARO: Yes, Assemblyman Imperiale.

ASSEMBLYMAN IMPERIALE: 8ir, I don't think we have a
meeting of the minds here. First, I think that your approach
_: arrogant and T resent your implications about politicians,
~omparing them with us. We are here to serve the people to
the best of our ability and we give our time, even though
we are part-time legislators, to sit here and listen to
what is at hand, which right now is rant leveling. If vou
want to talk about corrupt politics, I will gladly antertain
you after this meeting. I assure you, sir, if you know
the names of any corrupt politicians, I will be only too
glad to take you some place where we can do something
about it.

Right now, especially since you represent a church,

I think that you should compcse yourself and stick to -he
issue, which is rent leveling. Now, if you want to call us
fat, ugly, bull, that will come in private session. But
we ask you as gentlemen - we want to extend courtesy to

you of being kird and being receptive - to extend that

same courtesy to us. Thank you.

ASSEMBLYMAN MEGARO: Thank you, Assemblyman Imperiale.
Will you kindly divrect your remarks to Assembly Bill 656.

MR. SAMPATH: As I said earlier, Mr. Chairman, there
is very lirctle that could be added to the bill with respect

Fs

. statements either as a proponent or as one opposed to it.
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A lot has been said.

What I want to address myself to was the responsibility
of the State Legislature and you‘gentlemen sitting as members
of a committee to respond to the needs of an appreciable
number of citizens. Far too long, Mr. Chairman, State
legislators, Federal legislators, local legislators, have
not represented the best interests of the community.

Now I didn't think that my remarks to which you took
objection were going to stir up a hornet's nest. I don't
mean to. Mr. Imperiale, you also have a date with me,
whether you are running for President or not. I would
be very pleased to discuss that aspect of government with
you. Because I must say., sir, that only yesterday in our
local newspaper, the Bergen Record, a series of articles
started purporting to show people in government not being
responsive to the needs of the majority of the people[ but
rather to the needs of special interests.

ASSEMBLYMAN IMPERIALE: Mr. Chairman, a point of
order.

Sir, I am . SOrry » I am sorry I have to interrupt
you. But either you are going to stick to the bill or we
are not going to listen. What you are saying has no bearing
whatsoever on this hearing. You are entitled to your personal
opinion, but please stick to the issue. I am going to tell
the Chairman, if you do not stick to the issue, I will not
extend the courtesy of sitting here and listening to a lot
of malarky. If you want to stick to the bill, I will sit
and listen to you.

ASSEMBLYMAN MEGARO: Thank you, Assemblyman Imperiale.
Mr. Sampath, will you kindly make no generalities and make
your remarks to the bill on rent leveling.

MR, SAMPATH: It has bearing only in the sense of
trying to state a point, Mr. Chairman.

Historically we had some kind of rent control, as
was pointed out by previous speakers, after World War II.

This has lapsed. Several of the speakers earlier pointed
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ot that there have been hearings of this kind before
~ommittees of this kind for the last two or three years.

I was trying to build my thought up to one central point
that you conduct your hearings, sir, and that you report
this matter out of committee at the earliest possible time
so that the bill will go on its merry way to a vote either
for or against. I thank you for your courtesy.

ASSEMBLYMAN MEGARO: Thank you, Mr. Sampath.

Any comments from my colleagues?

ASSEMBLYMAN MENZA: I don't know quite how to say this.
But the mere fact, sir, that someone may disagree with you
and the mere fact that this committee, let's assume for
sake of argumes..:, might bury this bill, feeling it is the
wrong bill, doesn't necessarily mean that we are "corrupt
~~liticians," or bad politicians or people who don't know
our jobs ovr people who don't respond to our constituents.

Believe it or not, I submit to you for what it is
worth, as a person representing churches, that most legis-
lators do abide by the dictates of their conscience. It
is kind of difficult for us to sit here and hear this tvpe
cf rhetoric. Although we as politicians are used to it
and perhaps sometimes it is absolutely correct and right-
fully focussed, it is difficult, particularly hearing it
from ycu and hearing it from the group that you represent.

To reiterate, for what it's worth, I am sure you
will read the paper and say that my comments were nons=nse
and childish -- but to reiterate, believe it or not, nust
legislators and most people in public office do honestly
abide by the dictates of their conscience and honestly
do what they feel personally is best for the good of the
public. Just a comment - not really important.

MR. SAMPATH: I am sorry that you are on the defensive
on this. I know several Assemblymen personally and have
the greatest regard for their integrity. And my statement
was not meant to be a blanket indictment of legislators.

Froweam, we can scratch at the periphery of issues ad infinitum
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and we can forget the basic causes of the problems in our
society. If we were to address ourselves to the problems
of our society, in particular, the problems of housing,

you will find that there is a shortage of money for housing
construction. There is one great drain which affects this
bill and any other bill that has to do with society, and
that concerns this immoral war in which we are involved.
But, you see, this you will rule irrelevant. If you have
tunnel-vision and you can see the bill at one end of it, we
will forget the causes, perhaps the major causes, which affect
our society insofar as housing is concerned.

Mr, Chairman, I submit to you one of the cancers of
our society, and our society in Northern New Jersey, is the
subject of racism. which is rampant.

ASSEMBLYMAN IMPERIALE: I think the whole structure
of his speech is out of order. I don't mean to be rude,
but we are really drifting. It is as though. we are smoking
unbranded cigarettes here and we are really high. Let's
get on the issue and stick to it. O0.K.?

MR. SAMPATH: I am sure we are not on the same
wave-length, sir.

ASSEMBLYMAN MEGARO: Assemblyman Veit has a question.

ASSEMBLYMAN VEIT: Mr. Sampath, could you repeat the
organization you represent here?

MR. SAMPATH: The Commission on Christian Social
Concerns of the United Methodist Church.

ASSEMBLYMAN VEIT: -- of the United Methodist Church
of Northern New Jersey?

MR. SAMPATH: Yes.

ASSEMBLYMAN VEIT: Does that commission or council
know the entire content of your statement here today and
endorse it?

MR. SAMPATH: In general essence, yes.

ASSEMBLYMAN VEIT: In general essence.

MR. SAMPATH: I haven't a prepared text.

ASSEMBLYMAN VEIT: The Commission supports in toto
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t¥ . =s8sence of your remarks today?

MR. SAMPATH: Yes.

ASSEMBLYMAN VEIT: Thank you.

ASSEMBLYMAN MANNER: Mr. Chairman, just a statement
for the record, please, not in the form of a question. I
don't think there is any dcubt in any of our minds that
there are some bad politicians. But I don't think the
percentapge runs any higher than there are bad landlords and
bad tenants. I think the subject today is landlords and
tenants.

ASSEMBLYMAN MEGARO: Thank you, Mr. Manner.

Mrs. paitz will be our next speaker.

EMILY DL IT2Z: My name is Emily Deitz. I am
from Paramus. I speak today as a homeowner and taxpayer,
» strongly opposed to this type of legislation in any
form,

Before submitting my philosophical reasons, may I
submit evidence against the basic premise on which this
particular law is based, that there is a housing shortage
causing a state of public emergency.

I have brought several cé@#nt copies of the Sunday
Record, which show a ratio of vacancies to rentals needed
cf 22 to 1. I have marked off the columns. That's the
ratic - in other words, 222 empty apartments and homes
and 15 wanted-to-rent ads. This doces not covar furnished
apartments and homes to share and that sort of thing.

I think Bargen County is a reasonably cdﬁgested N -Y-
May I submit this as part of the record?

I don't know how many apartments a tenant needs to
choose from or what they consider a state of emergency.

I suggest that we are all victims of inflation and that
avernn the State is constantly ask@@;for increases.

May I sbbmitfinames of people who share my opinion
and letters from people who didn't have time to mail them -

contldn't assure that they will be here. I would like

o

=1, oo be part of the reccrd. I am sure you will have
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time to read the letters. These are names of voters from
various areas,which I compiled not with numbers of people

in mind, so much as to effect an awakening in many

different communities of a nucleua.. of informed and

involved individuals as to this pending legislation and

what I consider its unfairness to the majority of New Jersey's
citizens. There are 26 communities and many organizations
represented.

I also have submitted my itemized objections to this
specific bill, which I consider an abomination.

Now my personal views of the subject: As an average
housewife and mother who does not ususal ly concern herself
with civic affairs at all, the strong convictions which I
have formed about rent control came about quite gradually
and coincidentally. I had been very happy to hear that
the tenants of New York had protection in the form of rent
control. And I felt that landlords were opportunists, gougers,
etc., and the poor working man couldn't afford to let the
rich get richer at his expense. I felt that way until a
series of encounters with many people who were directly
affected by the law and people whanI considered to repre-
sent a cross section of the population and these encounters
very definitely changed my opinion as to its effect on every-
one involved. Because they all demonstrated a loss of
confidence in how the legislators of New York treated
investors' money. And that is my basic point.

Landlords and tenants were by no means the only
people involved in this problem. The first person who impressed
me strongly was a man whom I will call John Doe, a New Jersey
businessman commuting from New York, who ran a business
employing from four to fifteen men. Besides operating
this business, he invested in a large commercial building
housing .four other businesses. When I asked John why he
commuted from New York with time and money spent rather
than buying a home here, he replied that it would be foolish

to invest in a New Jersey home when he could live in a

87 A




4--r-om apartment for $60 and have no other headaches, and
lxrest his capital elsewhere. I noticed that his real

tate investment was not in New York. He seemed to be

O

s
demonstrating‘a very strong lack of confidence in how New,
York would treat his investment, as he had seen how New York
treated the investment his landlord had made, and his
business wasn't being operated in New York because he couid
see business being made to carry the tax burden which the
real estate owner cculd no longer carry.

The second group of people whom I came in contact
with was the average-income, employed people. They didn't
buy homes, neither did they accumulate wealth. Without
the pressure _ur having to save toward a home, like most of
us do, the money went out as fast as it came in. The Joneses
*~ok trips to Europe, invested in lessons and luxuries
that thev could not have afforded if their rents were subject
o normal market conditions or if they had the responsibility
for the upkeep and improvement of a home. The Joneses had
good to excellent incomes, yet their children were being raised
in New York tenements, which were detericrating into slums
through --

ASSEMBLYMAN IMPERIALE: You have one minute, Mrs.
Deitz. You may continue.

MRS. DEITZ: Their children were being raised in
New Ycrk tenements, which were deteriorating into slums
through predictable neglect, rather than in their own homes,
because someone else was picking up the tab. If thesec
people had bought homes instead of voting in a rent contrcl
law, they would have homes today which long since would haue been
paid for and these ‘homés would be worth a great deal
more than they paid £6r them. The Joneses would be worth
money today, instead of costing New York taxpayers and real
estate owners money.

- Then there were the Smiths and their friends who did
invest their money that the landlord had saved them, but

the s didn't invest it in New York. In increasing numbers,
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they were buying homes in New Jersey. Since they liked
New Jersey, I considered this none of my business and I really
couldn't care less.

Then, since I subscribe to the New York Times, I began
to get the picture of the drastic effect on the real estate
owner. It wasn't just costing him money: it was costing
him his entire investment. His capital and opportunity for
realizing a profit had been legally stolen from him.

ASSEMBLYMAN MEGARO: Your five minutes are up, Mrs.
Deitz. Can you wrap it up?

MRS. DEITZ: I have approximately two minutes. If
I don't finish, I haven't made any point, if you follow me,
since I am talking about New York.

ASSEMBLYMAN MEGARO: Continue.

MRS. DEITZ: His capital and opportunity for realizing a
profit had been legally stolen from him. Again, like most
of us, I really didn't care.

Again, with the help of the Times, stories of mass
migration of businesses out of the city came to my attention.
They were being overtaxed because the cost of running a
municipality must come from somewhere. Again, New York's
loss was out gain and who cared about New York? Business is
coming to New Jersey, which will help the homeowner carry
his tax burden. By me, this was only good.

The next very interesting situation was the annual
pilgrimage the Mayor of New York City always has to make
to the Governor of the State for a dole. With the potential
for ratables of the City of New York. instead of capitalizing
on them, they were X-ing the realtors from the tax rolls
through discriminatory legislation, in favor of a group of
people who didn't have one cent invested other than the rent they
paid for the right to borrow the premises. And other ratables
(the businessmen) were being X-ed off and being forced out
entirely. 1In effect, not only the needy( which a large
metropolitan area always has, but every tenant in the City
of New York was on welfare at the expense of all taxpayers
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in the state. That also I considered New York's problem.

Well, New York has come to New Jersey in my opinion.
We have been hearing for a long time now about the poor,
oppressed tenant and the wicked landlord. Legislation is
being sought to put the tyrant in his place and put the
tenants on welfare.in one of the highest per capita income
areas of the country.

I think we all ought to care about this. Because the
apartment owner has invested his money in the State of New
Jersey, and I think how we treat that investment is very
definitely going to be a reflection on our State.

Individuals who I meet now are buying land in Florida,
Pennsylvania w=.id Arizona. Are we going to give them the
final push to make room for the "poor New Yorker" or shall
we demonstrate that they can confidently invest in our
State and we will protect that investment? Will business
wisely bypass New Jersey in favor of fairer areas of the
country and leave the homeowners to subsidize the growing
tenant population?

I think many of the businessmen have alrear:” sudgested
that they had looked elsewhere. I was happy to hear them
say that because it bore out my private thinking.

ASSEMBLYMAN MEGARO: Thank you very much, Mrs. Deitz.
Are there any questions?

ASSEMBLYMAN MANNER: Mrs. Deitz, I may have missed it,
but are you just representing yourself or do you repraesent
an organization of any kind?

MRS. DEITZ: I started out, when I first got incensed
over this bill, representing myself. I contacted many people
and organizations who didn't have time to meet. However, I
have letters, and you have received letters, from these
organizations or from the presidents of these organizations.

ASSEMBLYMAN MANNER: Whether you were speaking
for or against the bill, I compliment you for your interest
as a citizen. I am glad to see an individual come down.

MRS. DEITZ: Thank you. I am, as I say., very incensed.
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ASSEMBLYMAN MEGARO: Thank you very much.

Before I call the next speaker, I will repeat again,
if there is anyone who wishes to have his remarks recorded
in the record, it can be done by giving any written statements
to the stenographer and it will be included in the record,
even though you don't get a chance to speak.

I will call as the next speaker Mr. Richard Solyom.

RICHARD SOLYOM: Mr. Chairman and members of
the Committee, my name is Richard Solyom and I speak to you
today as a private citizen, a resident of Fort Lee. I live
in a high-rise apartment and I pay a high rent, but I am
opposed to rent control laws and bill A 656.

I am not a socialist. I am a firm believer in private
industry and the competitive free enterprise system. If my
landlord raises my rent too high, I'll move out. And if
enough others do likewise, he will be forced by the laws of
economics, not the laws of man, to lower his rents.

This bill is highly socialistic. It places in the hands
of certain citizens the power to dictate to other citizens
how they may use their own private property. It is restrictive
and it is not the American way in which everyone has the
freedom to work and succeed to the best of his ability.

This bill gives one man, the Commissar of Community
Affairs, the power to activate or deactivate rent leveling
provisions. It would give us a government, not of laws,
but of dictators. The proposed Bureau of Rent Leveling
would have the power to, and I quote, "issue and promulgate
such rules and regulations as it deems necessary . . . which rules
and regulations shall have the force and effect of law. . ." 1In
other words, government by edict! This is socialism and it
is not the American way. This bill might more appropriately
have been introduced in Russia, rather than here in New Jersey.

Initial paragraphs of this bill limit increases in
rents but subsequent paragraphs provide loopholes whereby
rents may be increased under the guise of surcharges for

additional services, taxes or capital expenditures. Determinations
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.- these surcharges are not only slanted tc discriminate
fnfairly against investors, but the calculations are so
complicated that most tenanits and landlords would need
accountants, engineers and lawyers tc help make them.

This bill will result in a huge,costly, unmanageable
bureaucracy, conducive to conniving and fraud. Both tenants
and landlords will be forced repeatedly to hire attorneys
and take legal action. The courts will be jammed to the
rafters and then much of our daily living will be determined
by "tribunals" or "Parliment" as was the case in France
before the French Revolution.

I question the bill's basic premise that there is,
quote, "a ¢ril.lcal shortage of housing space," unquote.
Bergen is the most densely populated county in the United
States. Therefore, if such a shortage does exist, it
wold be most apparent in Bergen County. However, the Bergen
Sunday Record of May 21st, 1972, carried 267 ads in the
classified section for unfurnished apartments available for
rent. In this tabulation, multiple listing ads entered by
realtors were counted only as one. There ware 55 houses
for rent. There were also many furnished apartments
available and "homes to share." On the other hand, there
were only 15 "wanted to rent" advertisements. If a critical
housing shortage existed, wouldn't the ratic of advertise-
ments be in reverse? ‘

Since most people in New Jersey are not tenantes, I
must also question the premise that it is, quote, "ii. the
interest of the health, safety and general welfare of the
people of New Jersey to prevent increases in rent. . . " {Unquote)
It would be better worded to say "for the benefit of the self-
interest pressure group of tenants whose rising cost of
living upsets them greatly." The entire population of
New Jersey is upset by rising cost of living, but this is
no reason to polarize people and make one group in our society
finance the overhead of another group.

Otne simple fact must not be overlocked - apartment
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owners are not in the welfare business - they are investors.
They have put risk capital into ventures. If laws are passed
which decrease the value of investing in this field, smart
investors will simply take their money elsewhere and

compound whatever problem might have existed. Many other
areas of investment exist wherein the return is not controlled
by bureaucrats and these will be preferred by those with
capital to invest.

In summary, this is a bad bill, socialistic in nature
and foreign to the American way of life. I urge its defeat
in order that we may preserve our free enterprise system.

Here is a copy of the April 1972 bulletin of the
American Institute for Economic Research. The title is: "How
to make slums and create barbarians." I request this bulletin
be made a part of the record.

ASSEMBLYMAN MEGARO: Thank you, Mr. Solyom. Any
questions? (No response.)

Oour next speaker is the Honorable Byron Baer, Assemblyman

from Bergen County.

BYRON M. B AER: Thank you very much, Mr. Chairman.
Mr. Summer, one of the previous speakers, left with an
eloquent plea - to leave the market alone - it is working

out dramatically.

I would submit that that is what is happening - it
is working out dramatically, with great success, for the
real estate interests. They are making profits as never
before because of the tremendous shortage of housing because
of the emergency. But so far as the public interest, the
way it is working is a disaster. And I submit that we
must address ourselves to this public interest.

I am speaking, naturally, in support of A 656. I am
really surprised to find anybody still denying the existence
of the housing shortage and the emergency because there has
been such extensive evidence over such a long period of
time from so many sources with undeniable credentials, whether
we are referring to the U. S. Census Department or others.

I think that it is very unfortunate that hard-headed
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kusinessmen who use objective facts in determining their
usiness policies would attempt to have this Committee
determine whether there is a housing shortage based on
scmething as unsubstantial as newspaper ads, when we all
know that any person Who advertises for housing, for
apartments, is likely to have his ads completely neglected
in the market that is so favorable to apartment operators
that they can pick and choose who they want and require the
renters to come to them and that is what the bulk of renters
have to do. They don't bother advertising.

We have a tremendous imblanace at present because of
the housing shortage, an imbalance in the housing market,
and I think that what the State should be concerned with, I
think what the Committee should be concerned with, is neither
favoring the landlord nor the tenant, but trying to insure
that there is fairness for all and no advantage taken of
anybody.

I believe A 656 will alleviate many of the serious
problems that are caused by the present imbalance in the
rental market. I believe it will alleviate the hardships that
are experienced by so many citizens that find themselves
forced to pay exorbitant rent increases that are based only
on the fact that the landlord in many cases can demand
whatever he wants - that is, in the case of some unscrupulous
landlords. I do not say all landlords are unscrupulous
and I must say that I was sad to hear some of the landlords
here who objected to «Cabegmwrizations about landlorus and
then in turn make ‘c:ategmrizations about tenants. I think
what we are concerned with is not categorizing our citizens,
but insuring fairness.

I think this bill will reduce abuses where they exist
in the real estate industry and I think that it will serve
the State a further purpose in trying to maintain an orderly
market. Because if we find persons, wholesale, forced out
of housing thmite they can't afford when there is no adequate
housing that they can afford, I think we will find very
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serious problems caused for the government and the society.

There is nothing revolutionary about the steps
proposed to correct the imbalance in this bill.

ASSEMBLYMAN IMPERIALE: You have one more minute.

ASSEMBLYMAN BAER: I will not be able to complete
this in five minutes. I'm sorry. There are a number of
points I need to make. I will try to go as rapidly as I
can and not stick with any one point and try to continue to
be very relevant.

ASSEMBLYMAN MEGARO: As a cgrsponsor of the bill,
we will extend a few more minutes to you, Mr. Baer.

ASSEMBLYMAN BAER: Thank you.

I think we find, for example, that with World War II
when we had imbalances caused by shortages of food, of
rental space and other things, we saw the government stepping
in to correct the imbalance. We find it where we have unequal
competition in international trade where we need to protect
local industries. And we find the government stepping in
there. We find where we have an imbalance caused by the
monopolies of certain businesses, unavoidable monopolies,
such as in utilities, the government stepping in and regulating.
I think in this imbalance it is justified also.

Far from having welfare for the tenant through this
bill, as one person charged, we presently, in fact, have a
form of welfare for the landlord. ‘The landlord, I think, has
been so used to accepting the subsidies in the form of
income tax deducations under the property tax and other
benefits, &uch as interest, that they, themselves, lose
track of the fact that they are presently the recipients of
subsidies.

I think there is nothing wrong to seeing to it that
the government protects the tenant also if there is that
need, as there is at present.

I am very saddened to find that some of the more
powerful portions of the real estate industry have attempted

to whip up opposition to this measure by attempting to
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t rm citizen against citizen. One example of this is

*he attempt to turn homeowners against tenants and, unfortunately,
a number of homeowners, I think, unknowingly have fallen

into this trap, even though in a few ways, which I will point

out, actually in many ways, the homeowner, himself, is

somewhat at a disadvantage with the real estate industry.

I think the essential point raised by the real
estate industry in this regard is that the property tax
burden will somehow be shifted to the homeowner. This is
based on the argument that the assessed valuation of rental
property is often based on the capitalization of the rent
and that by limiting the rent or income, the assessment will
be limited =znu, therefore, in a continuing inflationary
situation, we will find a shift of the burden to the homeowner.

I don't think that this is a valid argument and I will
explain why. But I think to put it to rest once and for
all, it would be desirable to incorporate an amendment in
this act so that this issue cculd not be used to pit citizen
against citizen.

I think one reason that this is noct valid at all is
when we have a situation as we have today where rents are
in many cased skyrocketing, that these rentals and the
capitalization based on these rentals do not, in fact, reflect
fair market value, but only reflect a situation which is
a temporary situation based principally on this shortage of
housing. When that is corrected, the other situation will
be also corrected, and this in no way represents a fa.r
basis to determine wvalue.

There are a number of ways of determining fair market
value and, of course, one approach that the Committee could
take in considering an amendment, would be to tie to this
act a method of computation that would not allow this type -
of escalation - it would not be dependent on the capitalizaticn
method. I think you are aware there are three or four other
methods that are alsc in use to some degree.

I thirk perhaps what would put it to rest even more so
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would be to have a provision in this act that would provide the
taking of a ratio between the value of all assessed rental
property in a community and all assessed non-rental residential
property in a community. and comparing that ratio prior to

the imposition of rent leveling with the ratio after the
imposition of rent leveling. And whenever there is determined
to be an increase of more than 1 per cent between these two
ratios, if you understand me, presumably based on a hypothetical
depression of the property value of rental properties, then

an additional surcharge in that community of the same percentage
differential could be built into the permitted rent increase
formula. So if you had, for instance, an increase of more

than 1 per cent,-I think you wouldn’'t want to have it take effect
in very minor amounts - but if you had an increase, let's say.
of 2 per cent, then you would have an additional surcharge
permitted of 2 per cent in that community.

I think we would find in practice that this would
never be exercised, But I think that it would be an effective
tool to reduce unnecessary fears and the pitting of one
citizen against another,

I would further say that if the cries from the real
estate industry continue to persist in terms of some unfairness,
based on this, I would advise the homeowners to look to the
fact that real estate taxes for the real estate industry
are in a way related to income and they are not for private
homeowners. If the concern about this is so great, then
perhaps we should look to a different method of determining
taxes for the real estate industry, so the homeowner is not
at a disadvantage.

Let me move on to a couple of other points. I
realize time is flying.

ASSEMBLYMAN MEGARO: Can you wrap it up, please.

ASSEMBLYMAN BAER: I will try.

ASSEMBLYMAN IMPERIALE: Mr, Chairman, I don't mean to
be rude, Assemblyman. But I think we must enforce the

time limit because it is not fair to the other speakers whom
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ws have cut short in the middle of their speech. I certainly
wouldn't want to be accused of extending my hand to my
colleagues and not to our citizens.

ASSEMBLYMAN BAER: Well, Mr. Chairman, I would submit
that Mr. Summer spent an extensive amount of time. I have
been here for some time. I have specific provisions here
relating to this that I think you want to hear about. I am
not digressing, as some speakers have, about the war or
about other unrelated issues or the character of individuals.
I will be relevant, but I think it would be in the public
interest to hear out these relevant matters and I will not
take any of these issues and beat them to death. I just
want to toucn on them and move on to the next.

ASSEMBLYMAN MEGARO: Can you move along because we
do have several other speakers. And we want to try to get
to everyone tonight so that they don't have to make a trip
back, if possible. That is the courtesy we would like to
extend to everyone.

ASSEMBLYMAN BAER: Right.

I will also very quickly debunk another means that
has been used by some real estate interests in an effort to
pit citizen against citizen, and this is to raise the
spectre of the slums. Because, in fact, the slums are not

‘caused by this. T6.some degree, they have been caused by
the neglect of some portions, the irresponsible portions,
of the real estate interests. I think other legislation
must address the problem of the slums and it cannot ke
addressed here.

Now it has been argued in addition that this act
would inhibit construction and the same argument was used
to persuade municipalities in this Legislature to allow
the lifting of rent control back in the '50's and that
there would be a flowering of construction that would
eliminate the shortage of housing. There has been some
construction, but that shortage has never been eliminated.

I *hink that we cannot wait for that.
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I think it is important, however, that there be one
amendment to this act relating to that, and that is an
amendment on page 6, Section 17, that would strike out
the sentence, "Any subsequent rentals shall be subject to
this act." I think that all new construction should be
totally exempt from this act so that there can be no basis
whatsoever on which any investor might be inhibited in
investing in new construction, so that we can put that
argument to rest once and for all.

It is further argued that Federal rent stabilization
makes this act unnecessary. But I believe that is far from .
the case and, in fact, I would propose that Section 26 be
amended to strike out the language - that is on page 8 -
"after Federal regulations, pursuant to the 'Bconomic
Stabilization Act of 1970' (P. L. 91-379) as extended by P.L.
92-8 have been removed." What I am proposing is that this
act take effect immediately after enactment or, at least, as
quickly as is practicable to set it up. I think at the
very least it should take effect so as to prevent any land-
lords beating it to the punch and sticking in rental |
increases in anticipation of it. The reason I say this
should take effect without waiting for the end of the
Federal act is because of the inadequacy of that act.

That act is particularly inadequate in terms of the rental
standards that it sets. There is very little logic to
some of the standards. such as those which permit increases ;

based on the size of increases permitted prior to that act.
If the landlord had an exorbitant increase prior to the
effective date of that act, he would be permitted another. ‘
If he missed the boat and got stuck in the squeeze, he would
be forced to endure the squeeze for a continued period. That
does not make sense.
Also I would submit that there are a number of
inadequacies which I will not detail here because of time
so far as the regulation machinery. so far as the accessibility.
And I would like to submit to the Committee copies of a
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memo that was quickly prepared by Mrs. Francis Barber

of Englewood, who works with the city's Tenant-Landlord
Grievance Committee and has had a lot of experience with this.
This memo is untitled, but it will detail, I think,

some of the inadequacies of the Federal act.

Very quickly, it has been argued that tenants can
just move out and the law of supply and demand will bring
rents within reason. But I think we know that the lack of
space to move to makes that totally unworkable.

There are two other changes that will strengthen this
that I would like to make reference to - two other changes to
strengthen the act: One, an Section 21, page 8, where there
is reference to the penalties for violation -- no, that
is Section 22 -- where there is reference to illegal rent
increases and a tenantabeing able to get that back, I
Lelieve, as in some of our other consumer legislation, we
ought toc provide a penalty so that twice the dldegal. amount
wauld- be.returned.

Secondly, --

ASSEMBLYMAN MENZA: If I may, I know you were co-
sponsor of the bill, but to throw these thoughts to us at
this hour after all these speakers, it is difficult for us to
comprehend. A couple of points are well taken, for example,
the exemption. I suggest that you make up some amendments
- you are the co-sponsor - send them to Spiros, our Legislative
Aide, and I assure you they will be considered by the
Committee. I think that is the best way, Assemblyma ., if
I may be so bold.

ASSEMBLYMAN BAER: The matter is in the committee and I
am a co-sponsor, I Jonetheless did not have an opportunity
to amend this ¥ill in its creation. I thought it was an
important enough bill to co-sponsor as it was. But I
am just about done, so if you will let me conclude.

I would like to add to that, in addition to twice
the amount being returned to the tenaﬁt where there is
an illegal rent collected, that legal expenses also be
collectible.
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I think those summarize the main points of this
and I would urge the Committee to release this bill,
with these strengthening amendments. I would urge the
Committee to not listen to some of the spurious claims,
some of the "grand-standing" here, with merchandise and
price increases which were pointed out to, which are all
taken into account within the cost of living formula here.

Thank you very much. I would also further want to
suggest the Committee give a slight bit of attention to
providing machinery in each county that the tenants and
landlords can utilize in terms of administering this act.
Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Baer.

Any questions? (No response.)
Our next speaker will be Mr. Donald Singleton.

DONALD SINGILETON: Mr. Chairman and
gentlemen, my remarks will be very., very brief.

The ground that I planned to cover has been well
trodden today and it begins to look a little like the
Burma Road at this point.

I am a homeowner in Hoboken, New Jersey. I have been
both a tenant and a landlord. My profession is journalism.
I am a reporter. I have done extensive reporting on rent
control and housing problems in New York City, involving
some months of research, I might say. I had a prepared
statement which is really mushy at this point inasmuch as
everyone, as I said, has walked over this ground well.

I will just quickly go through it. .-

Basically I agree with everyone. There is no doubt
that the problem, as everyone sees it, is a housing shortage.
However, I feel that the high rents are a symptom of the
shortage. They are not the cause of the shortage, just as
high prices are symtomatic of shortages of every commodity
in this type of economy that we have.

I believe rent control is basically unfair. It
essentially makes the judgment that there is a major social
problem and it places the full burden of solving this problem
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v ~he shoulders of one segment, which is the landlords.

7% it is a social problem, the price of the solution should
be borne equally by all members cf society, I feel, not
just the landlord group.

Much has been made today of the concept of fair return.
I believe one committee member asked several people what
a fair return is. The fact of the matter is that there
is no objective fair return. What a landlord feels is
a fair return, the tenant feels is unfair, characterizing
it as gouging. What the tenant calls fair, the landlord
calls unfair and says is unreasonable. In fact, one landlord,
I believe it was Mr. Summer, this afternoon characterized
the interest ruites as unfair and said that they were
prohibitive - "confiscatory" was the word he used.

In other words, when something goes beyond our reach economically,
we tend to call it unfair.

The fact c¢f the matter is, I believe in our economy
today., the only fair way to establish ary price is in the
open market. I believe if you are going to limit the
amount of profit a landlord can make, you cught to limit
the amount of pvofit a used car salesman can make. If a
used car salesman buys a car for $100, why should he be
able to sell it for $150 when a law cf the State of New Jersey
would limit or restrict a landlord who is essentially a
businessman? Unfortunately in this state and evervwhere
in this country, housing is produced by businessmen. It
is not produced by government. So if you are going t. iimit
the income of one businessman, in order to be fair you have
to limit the income of all types of businessmen.

I want to make two more observations generally.

One 1s that it is my feeling that this rent control law

is not essentially different from New York City's rent
control law. This one makes much of being linked to the
cost of living index. In New York City rent control, there
was a mechanism where a landlord could apply for relief

any rnime he was not making a fair profit because of rising
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costs of various kinds. And all he had to do was show

that his costs had risen to certain levels and he was
granted a rent increase. I believe this law is essentially
a rent control law like New York's. I further believe that
all of the objective studies that have been made of rent
control laws in New York have said not that rent control
caused abandonment, not that rent control caused the decline
of the cities or any tragedy, but that rent control was a
factor in those problems and it exacerbates all the other
problems that go into it. It is not a simple thing. It is
a very complex thing. Rent control would be just one more
barbwire. .to that mess.

The second and final observation is that it is my
observation, and I am sure yours, that those who favor this
act tend to be either tenants or elected officials from
cities in which tenants represent a major segment of the
population and those who opposed this legislation tend to
be developers, those people involved in building and renting
housing. I think you ought to make great use of whatever
objective data are available - the Rand Study, for example,
in New York; Dr. Sternlieb's study in New York, both of which
said that rent control was a contributing factor in all
sorts of housing problems and the thrust of both of those
was that it was too bad that New York did have rent control
and that New York ought to look for a way to get out of
rent control. In fact, New York has looked for a way to get

out of rent control and is getting out of rent control. And
I feel it would be a disaster for New Jersey to get into it
now, particularly in Hobocken where I live. I feel my town
is in great jeopardy, the city that I have come to settle

in and love a great deal, because of this bill. It is
depressed now. The rents in Hoboken are very low. If you

tell the landlords in Hoboken that they cannot raise their

rents and they are going to have to keep them at this
level, which is unreasonably low in the context of the

Metropolitan area, it is really going to cripple the
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socromy of Hoboken I feel. I guess that's it.

ASSEMBLYMAN MEGARO: Any questions?

ASSEMBLYMAN IMPERIALE: Are you here representing
yourself?

MR. SINGLETON: Yes, I am. I feel very strongly about
this. In fact, I hope to go from here to a public hearing on
the income tax tonight. I felt badly at various times in the
past that the Legislature and my city government and other
governments that represent me did things I didn't particularly
like after the fact. I believe that I have to get involved
and I believe that everybody has to get involved. So if this
Legislature now pases rent control, at least I have had my say.

ASSEMEL...N IMPERIALE: I just wanted to say that your
presentation was very warm and from the heart and I
z=nporeciated it.

ASSEMELYMAN MEGARO: Thank you, Mr. Singleton.

Our next speaker will be Mrs. Frances Farber. (Not
present. )

Mr. Russell Edmunds.

RUSSELL EDMUND S: Mr. Chairman and members
of the Committee, I will attempt to keep within the five
minutes that so many of the speakers before me have not
dene, at the risk of being a little disjointed. And I hope
you will forgive me for that..u

Much of the ground I intended to cover, of course,
has been covered.

My name is Russell Edmunds. I am the President of the
Troy Hills Village Tenants Association in Parsippany, New
Jersey. This Association has severa hundred members, not
only from the deelopment where it started and whose name
it kears, but throughout Morris County and the surrounding
areas.

We feel very strongly that some sort of help for tenants
is needed and we fesl that this particular bill will indeed
do a great deal to help the problems.

%~ have heard many things here today which I consider
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to be very specious arguments and a couple of them have not

been rebutted. One of the facts which I think the Legislature

should be aware of and I would hope that it is already is
the fact that when many of these landlords and real estate
interests come before you and talk about their returns and
talk about profits and loss - when they compile a profit and
loss statement from any of the bills which are based on a
fair return, they are not talking about the real thing.

They are talking about net profits. What goes into making
up a net profit? - a little thing called overhead. That
overhead includes salaries of all the corporate officers in
that community's large complexes, such as my own. So if a
bill is based on that, forget it. Because the corporate
officers can get their salaries and charge them to overhead.

Another thing - I think really when you are talking
about a fair return, there is only one way to measure it.

I submit that a fair return would be the amount equivalent
to the amount of increase in upkeep or of interest or of
taxes which the landlord himself would be prepared to pay
under similar circumstances if he had no tenants to pass
the increase on to or to double the increase.

I have statistics which will back that up. In
Parsippany, for instance, the complex in which we started,
Troy Hills Village, last year on the basis of an anticipated
tax increase levied increases which averaged on the or der
of 18 per cent for all apartments. In light of some of
the figures that have been cited here, that may not seem
like much. Their tax assessment, however, was decreased.
The township appealed this assessment and the increase
which was finally allowed for a 750-unit apartment complex
was $18,243 in 1971, over 1970. That is a 6.4 per cent
increase, for which they turned around and charged tenants.
originally, they weren't even going to have a tax increase.
That's the kind of thing we are fighting.

I laud the Legislature for its passage of the Tenants'
Reprisal Bill. However, the major problem which caused
that bill to be introduced and passed still exists - fear.
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M. Asscciatlion does not represent a majority of the tenants
. the complex or in the town by virtue of its membership
rolls. In spirit, however, we do represent them. I could
ot begin to tell you the number of czlls I have gotten

from aggrieved tenants who are afraid to do anything.

Another thing which has been mentioned here many times
is a thing called turnover. Mr. Fagpberg discussed turnover.
Gentlemen, turncver is not vacancy. I expect that everycne .
here realizes that, except the real estate interests who
are trying to convince us that turnover and vacancy are the
same thing. It just ain't so. Also they are trying to
irclude apartments which are going to be coming up. They
don't take i.... account the fact that these apartments have
been rented three months previous to the time the lease expires
+~ somebody else. They still count them as vacancies.

Another point - we have had several homeowners. The
Homecowrniers Association came before you today to tell you that
the burden is going to be passsd off to them. These people
are very unfortunately the victims of a massive, expensive
and vicious advertising campaign waged by the Lardiords and
Builders Associations of this state, which has been alluded
to by previous speakers. As other speakers have mentioned,
this is not the case. I will not belabor the point.

There are provisions in this bill for service increases
and I see no reason why a landlord cannot live with them.

The basic precept of this bill, as I see it, is to prrvide
reliefofdwrtenants. The major arguments against it a. e

that it will stunt building growth or that it will restrict
private enterprise. I label these arguments pure hogwash.
There is no such thing as a free market right now in New
Jersey in housing. Where we have a situation where a basic
necessity of life is being used by certain greedy intsrests -
to abridge the rights cf citizens in crder that theyimay

make excess profits, this is not a situation where we can

sit and listen to the high-priced attorneys' presentations,

yrasdstanding and advertising campaigns that these gentlemern
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have brought forth, paid for with their tenants' money.
ASSEMBLYMAN IMPERIALE: You have one minute.

MR. EDMUNDS: I would like to ask one rhetorical
question for your consideration to any of the landlords. I
don't expect an answer. I wonder how much the campaign they
have waged against this bill so that they can continue in
their greedy ways has cost their tenants in terms of rent that
has paid for this campaign and for the lobbyists whom you
have heard here today, whom you will hear in Trenton all
the time, because that is where they are all the time.

It is high time the tenants got an equal break with
everybody else and it is high time that people are not taken
advantage of either because they are just starting out in
life or on a fixed income or otherwise limited in their means
and unable to fend for themselves.

I sincerely hope and believe that the Legislature of
New Jersey will take positive action and correct these
problems. '

I do have some possible amendments to this bill which
I will either go into right now or submit them in writing
at a later date.

ASSEMBLYMAN MEGARO: We would appreciate it if you
will submit them. We will enter them into the record for you.

MR. EDMUNDS: Thank you.

ASSEMBLYMAN MEGARO: Are you finished?

MR. EDMUNDS: Yes, I am.

ASSEMBLYMAN MEGARO: Any questions? (No response.)
Thank you very much, Mr. Edmunds.

Our next speaker is Mr. Jack Farr, President, Knoll

Gardens Association, Parsippany., New Jersey.

JACK F AR R: Thank you, Mr. Chairman.

To begin, let me state there are over 1200 apartments
in Knoll Gardens, which are represented by the Tenants'
Association there. We have in the past when other bills of
this nature were brought up obtained signatures and letters,

etc., in favor of them and we can do so again.
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We are very strongly in faveor of rent leveling legis-
“ation, which is desperately needed and is long overdue.

With very few exceptions, laws applying to landlord-and-tenant
conflicts date back to somewhere around the Feudal times.
Invariably the laws favor the landlord. Even those laws
passed last year which prevented landlords from taking
retaliatory action against tenants because of their member-
ship in a tenants' organization or their complaints to the
Health Department, and provided for return of security
deposits within 30 days of the termination of the lease,

with penalties assessed for failure to comply, are not being
enforced at all.

In lister.ng to the previous speakers, it has been
brought out that tenants have a serious problem. Unfortunately,
= majority of landlords, although not all of them, don't really
care. I have had tenants call me explaining a problem that
the landiord had been made aware of. The landlord's reaction
to these problems was, "If you don't like it move."

I point this out due to the wording in Section 9,
line 19, where it has been stated that Jddgmerance of the law
is an excuse. Landlords, or a majority of them, are
interested in making a profit and they are entitled to a
profit. However, with regard to the question of a fair
profit for landlords, I have worked a number of years in the
commercial field of construction and lease~back properties.
My experience in this field, though limited, has shown an
average return on investment of between 11 and 13 per .ent.
This is a figure that most reasonable investors are willing
to accept and this is also based on a 1l5-year lease with no
escalator clauses.

Our landlord at Knoll Gardens has changed from a
2-year lease to a b-year lease and at the same time increased
rents up to 23 per cent and cut back services by 50 per cent
in some cases.

It is my understanding that the tax bill presently

zonsidered, as presently formulated, provides that

=x cent of any property tax refund to landlords be passed
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on to tenants. If this rent leveling bill is not passed and
the tax bill is passed, what is there to prevent the landlords
from raising rents to offset the refund they have made to
tenants and claiming it as an expense?

Young couples in the Morristown area - in fact, all of
Morris County - find it extremely difficult to rent an
apartment. As an example, it now costs $787.50 to move into
my complex,' This does not include any moving or other expenses.
This is simply for obtaining an apartment. I am sure most
of us here are old enough to remember when our parents or
other family friends rented an apartment to save money for
a down payment on a house so they could finally own their
own home. I would like to know how young couples are expected
to save money for a down payment when they have enough trouble
just paying the rent?

ASSEMBLYMAN MEGARO: Assemblyman Veit has a question.

ASSEMBLYMAN VEIT: Mr. Fary, you mentioned that there
was an increase of 23 per cent in rents.

MR. FARR: Right. |

ASSEMBLYMAN VEIT: And this was over a one-year period.
And there was a decrease of 50 per cent of services. What
do you mean?

MR. FARR: Well, by township laws we are required
to have -- I believe it is township; it might be State --
one superintendent for every hundred units. As we have
1200 units, we are required to have 12 superintendents. We
presently have 6. The landlord has consistently answered
this query by saying that he has a problem getting super-
intendents and the turnover rate is rathex large.

ASSEMBLYMAN VEIT: So this is the 50 per cent cut
in service?

MR. FARR: Primarily, yes. He has also gone from
painting apartments every two years to every three years.

ASSEMBLYMAN VEIT: Has he cut out garbage collection?

MR. FARR: No.

ASSEMBLYMAN VEIT: Or do the people in your apartments
have to wait an undue length of time to get something fixed?
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MR. FARR: Yes.

ASSEMBLYMAN VEIT: How long does it take?

MR. FARR: Of course, we only know from members
who call us complaining they have been unable to get actiorn.
We have cases where a tenant has complained for the last
year about situations that have not been rectified.

ASSEMBLYMAN VEIT: These were not health vioclations?

MR. FARR: Some of them are safety violations, say,
 broken windows, where a man has cut his hand trying to
open a window when it was broken.

ASSEMBLYMAN VEIT: Has the Board of Health been notified
about this?

MR. FARR: Yes. .

ASSEMBLYMAN VEIT: And no action has still been taken?
“%.iw MR. FARR: No.

ASSEMBLYMAN VEIT: One other question: You say it
costs $787 to move in. Are you including security in that?

-MR. FARR: One and a half months' security plus one
month's rent in advance.

ASSEMBLYMAN VEIT: So it is not $787 a month then?

MR. FARR: No. It's $787 to move in, to physically
move in.

ASSEMBLYMAN VEIT: I didn't think it was quite clear.

I just wanted to make sure I understood you. Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Farr.

We are nearing the deadline hour. However, we still
want to accommodate everyone who made this trip her< to
speak. Is there anyone here who wants to present his
statement to be entered into the record? That might eliminate
some speakers and then we can hear the rest of the speakers:

ASSEMBLYMAN VEIT: Let me just explain one thing. When
we speak of the record, for those of you who are not familiar
with our hearings, there is a recording being taken of these
proceedings here and copies of fhe entire transcript will
go tc every Assemblyman and every Senator and also other

interested parties. So the basis of the vote here is going
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to be on the basis of this transcript, not necessarily what
we hear here. So if you have a written statement, please
put it on the record.

ASSEMBLYMAN MEGARO: We will take first those who
would like to submit their written statements. Is there
anyone here who would like to submit statements?

We want to hear everyone that is here. If you will
all observe the five-minute limitation, I think we can
accomplish it. Some of the Assemblymen have commitments. They
have taken up time from their schedules today to be here.
However, they are forced this evening to be at some affairs.
Three of us will stay and hear the rest of the speakers.

So if you all limit yourselves to five minutes, we can hear
everybody before we adjourn.

Mr. Robert Grant will be our next speaker.

ROBERT GRANT: I will try to complete my
statement in three minutes. I doubt if I will go much over.
Mr. Chairman, at the outset, I would like to say
that I am firmly behind the concept of this particular bill
to regulate, control and stabilize rents in New Jersey, for

it is very badly needed.

I see no evidence offered that contradicts the statement
that we have a housing crisis. The last figures I saw for
the Parsippany-Troy Hills area were that we had a vacancy
rate of .7. This was in 1970. The population has grown
in the past two years. I would imagine that that wvacancy
rate has gone down in the last couple of years.

Also, if we are talking about generally-accepted
guidelines of what a person should spend on housing, we find
most home economic instructors will tell us that 25 per cent
of income should be spent on housing. This indicates the
necessity for a salary of at least $12,000 to shelter people
and their families. Most New Jersey citizens do not have
that level of income.

Persons who invest their personal wealth in projects
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in this society have a right to a profit so long as their
poroduct does not deal in a shortage commodity that affects
basic human needs. There is a differente in kind, not degree,
between someone who is selling cars and somecne who has
invested their wealth into the public domain in the form of
housing or food or clothing or any item of necessity.

Concerning the specific aspects of this bill, I
strongly support its general purpose. However, I find some
things lacking in its construction. Under the proposed tax
reform package, I feel the landlords will reap a benefit in
reduction of property taxes and yet are under no compulsion
to pass along any such reduction in their cost to the tenants.
Unless this situation is corrected, rents under the leveling
bill will start off at an inflationary level that will allow
~&.2lords a return on their money greater than that which
is acceptable under the Federal price guidelines.

I alsc feel rents could be reduced to allow both the
tenant and the landlord to bethefit under this proposed property
tax reduction.

Also - Mr. Farr alluded to this - under the larnguage

of 656, we find that a éourt may find that the omission in
giving a tenant information was excusable, taking into consider-
ation the owner's good faith, education and extent of owner-
ship of property. What is said in this section of the bill
is that ignorance of the law is an excuse for noncompliance.
I would suggest to the members of this Committee that be. ore
the courts throw this section out for clearly not being in
keeping with the legal tradition and mandate that ignorance
of the law is no excuse, this section be rewritten to
conform with legal tradition.

In Section 11 of the bill we find the following:

"A landlord may seek a service surcharge because of sub-

!

stantial increases in services," etc. I would suggest that
the word "substantial" be defined.

During the course of the hearing, we have heard
persons allude to the possibility that we are going to
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impose upon the court system influx of cases dealing with
tenancy. I think the following proposal may go a long way
toward solving this. I would like to suggest that you

add to this bill the creation of a Landlord-Tenant Relations
Board that would in addition to the powers defined in Section
10 of the bill cause to be submitted to binding arbitration,
as part of the process of administrative relief, conflicts
that arise between tenants and landlords, so that neither
must seek relief in the courts, which is a most expensive
process and is one which at times leaves a tenant with no
recourse. The arbitration could be handled by the American
Arbitration Association, a clearly non-partisan body and funded
through the landlords by application of a small percentage of
rent payments.

As I said at the outset, I am firmly behind the concepts
of this bill and I urge its immediate passage.

ASSEMBLYMAN MEGARO: Thank you very much, Mr. Grant.
Any guestions?

ASSEMBLYMAN VEIT: What group do you represent?

MR. GRANT: I am a member of the Troy-Hills Village
Tenants' Association, but I am speaking mainly as a concerned
individual.

ASSEMBLYMAN VEIT: Are you a candidate for public

office? I see a McGovern button.
| MR. GRANT: Yes. I am running for Congress in the
Fifth District.
ASSEMBLYMAN MEGARO: Thank you, Mr. Grant.
The next speaker is Mrs. Tanner from the League of

Women Voters. (Not present.)
Maurice Finichel from the Stuyvesant Tenants' Association. §
(Not present.) ‘ !
Mr. David Mandel, New Jersey Tenants' Association, from
North Bergen. (Not present.)
Mr. Leonard Stevens, Woodcliff Gardens, North Bergén.

(Not present.)
Mr. Frederick Thiel, Summit Apartments, North Bergen.
(Not present.)
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Harriet Polin, Verona Tenants' Organization.

ZARRTIET DOL IN: I am Harriet Dclin, 39 Lakeview
Place, Verona. I am Acting President of the Verona Tenants'
Organization.

Rents in all categories of multiple dwellings from
severely substandard to well-maintained luxury apartments
in the past few years have been experiencing sharp rises
in rent and a reduction of services.

The excuses for the rent rises have been taxes.
Yet, when the rent rises iim 1970-1971 for a number of
properties in Verona are calculated and adjusted to a monthly
rent per size of apartment, one finds the rent increases
cover the entire tax bill, not just the rent rise, but the
entire tax bill. At the same time that these tax alibi
_zle=s escalated rents, services dropped sharply. Some of

rae

n

exvices that have been reduced are the cleaning of
public areas, illumination of public areas, inside repairs,
garbage removal, driveway repairs, snow and ice removal and
painting.

One once moved into an apartment because they Jidn't
want to bother with providing their own services, such as
garbage, snow and ice removal and repairs. This is now
a delusion. ‘Rents scar and services decline. Landlords who
have bled their apartments and neglected repairs and not
set up a repair and emergency fund cannot expect the tenants
to pay for their mismanagement.

At any rent level,from apartments over stores with
leaky rocfs to luxury high-rise apartments, tenants are
being forced out because they cannot possibly pay the rent
and still live. The 25 per cent of tenants in Vercna who
are retired people, a large portion of which are disabled,
cannot pay the sharply increasing rents or afford extra
monies to pay for the services the landlord should provide.
In fact, many people whd> rent are today paying 40 pexr cent
or more of their income on rent. A person who is on Sccial

S=curity may very well be paying all of its benefits on rent.
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Monies for other necessities must come from some other source
and for many there are no other sources. Moving is usually
out of the question because no cheaper apartments are
available for these people and the physical and monetary
cost of moving is prchibitive.

Tenants at all levels are in fear of their landlords.
They are afraid that if they ask for reasonable rents or
services, or join a tenants' organization, their leases will
be withdrawn or their rent increased. Most tenants are not
familiar with the law and shy away from the trauma and
expenses of the courts. They feel that their appointed
legislators and other officials should protect them against
the Feudal landlord.

The rights to the increases to be provided by rent
leveling should be tied to the proper maintenance of a
property - inside and outside of the apartments.

Even if the income tax is passed and the tenants are
rebated taxes on their apartments, there is nothing to keep
the landlord from raising rents to recapture this money.

It is necessary for a landlord to make a reasonable
profit, say 15 per cent on his gross to include salaries of
owner offices and apartments that they occupy, and for
tenants to act in a responsible manner, but the landlords have
no right to get fat on the food of the elderly, children and
other tenants.

ASSEMBLYMAN MEGARO: Any questions?

ASSEMBLYMAN VEIT: You are from Verona?

MRS. DOLIN: Yes.

ASSEMBLYMAN VEIT: The Verona Tenants! Association?

MRS. DOLIN: The Verona Tenants' Organization.

ASSEMBLYMAN VEIT: Does Verona participate, in the HUD
rent subsidy progréﬂ for senior citizens?

MRS. DOLIN: No. I have requested that the Mayor
and Council look into this.

ASSEMBLYMAN VEIT: No matter what happens here, I

would suggest very strongly you do. Because in my community
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of Dumont, we adopted this program and the pecple that are
w~der it are very, very pleased with it. It is for those
really sorely in need.

MRS. DOLIN: I am aware of it and I have brought
this to the attention of the Mayor and Council.

ASSEMBLYMAN VEIT: You mentioned that the garbage
collection, etc. had dropped.

MRS. DOLIN: In the apartment that I live in, we
used to have in-building storage because we have basements
in our apartments that are accessible from the apartments.

Two years ago, our rent soared from 40 to 55 per cent.
A manager was put in so that the owners would think that
we didn't know t“lhey still owned it and managed it - a super-
intendent. They put in containerization of garbage that the
~zrants now take out. There is a constant fight to keep
the container: closedq.. to prevent odors, animals in it,
stc, The tenants can't handle it if it is closed. It is
that heavy. I am constantly fighting with the Board of Health
on it. They tell me I am the only one complaining.

ASSEMBLYMAN VEIT: Does Verona have a local health
ordinance which forbids in-house garbage storage?

MRS. DOLIN: No, it does not.

ASSEMBLYMAN VEIT: Most communities do.

MRS. DOLIN: Quite to the contrary, a maintenance code
which has not passed but which is under consideration would
require insidecc¢losed containers though. The containers
must be covered éqd taken out frequently enough so the: -
wouldn't be garbage odor.

ASSEMBLYMAN MEGARO: Any other questions? (No response.)

Thank you, Mrs. Dolumn.

Our next speaker is Mr. Walter Cohn.

WALTER R. C O H N: My name is Walter R. Cohn,
I am an attorney and I appear here today representing the
Property Owners' Association, an organization 20 years of

age, the majority of the members being investment property

OWoellSo
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They are fully aware of what a fair return on money is
and I am amazed today that all of the speakers have dodged
that answer.

May I say, first, to read a prepared statement after
this number of hours of rhetoric is an anticlimax. I would
like just quickly to throw out thoughts.

If you are going to have a rent leveling bill as a
temporary expediency, tie in with it something to solve the
problem. To say that we don't have a problem today is like
putting our head in the sand like an ostrich. What we need
are more apartments. If we have vacancies, you won't have
landlords charging more than the people can afford. Do
something to create more apartments.

Now we have a housing finance agency. we have an FHA. If
you want to build apartments, you have to get mortgage money.
The only way to get mortgage money today is to have a Federal
guarantee or a housing finance agency bond issue. You just
can't get those two things unless you fight for three or
four years. I know. As an attorney, I have done it. If
you want more apartments in this State, we have to have a
statewide building code so you are not restricted by the
local municipalities' stupid, irresponsible regulations in
some instances. You must have a statewide zoning policy.

That is a hot issue. But so is rent leveling and rent control.
If you are going to take one, take the other one and put

them both in the same bill. There is nothing that says

if you have anything about rents you can't have anything about
creating more apartment units to have those rents seek their
own level. No community has the right to be told, you can

or can't have any particular type of housing in the community.
But it has the right to be told, if you are going to have

one, you are going to have all. Don't let the communities
keep their heads in the sand. Have a statewide inspection
system with statewide inspection standards so that all
apartment owners have one standard. Force mortgage money

to be available. Have an assigned risk mortgage pool like
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wz £inally got for insurance, like we have for car insurance.
¥ake lenders lend. If they don‘t like it, put something

in this bill to make lenders lend so that you can get
apartment units.

That is not an inconceivable concept. If the lender
knows that to do business in the State of New Jersey he
must lend in Newark or East Orange or Paterson or Jersey City
or even in Vineland, in some suburban community where the
risk is high, and if he doesn't do that lending on an
assigned risk basis, he can't do business here, you will
get housing in this State. But do something about having
rents seek their own level. And that has to be done, as
you have hszarz ail day long, by creating the units.

You want to know why buildings are abandocned. Sure,
i+ may be rent control. But there are other basic reasons
today in an urban community. Income doesn't meet expenses
and the owner just abandons that building. There is another
basic reason why buildings are abandoned. The plumbing is
stolen. The water meter is gone. You Jo back to the junk
vard and find your own water meter if you know the oumber
on your own water meter. That is why owners in desperation
give up buildings.

There must be something done to create housing units.
Create them in a municipality such as Newark or any of the
urban areas. Create them in the suburbs.

Let me get very quickly to this bill 656 becaus=
very few people today have talked about the various p..o-
visions of the bill.

ASSEMBLYMAN MEGARO: You have one minute, Mr. Cohn.

MR. COHN: The District Court is the place or the
forum to go if you seek redress. As a practicing attorney,
I can tell you in Essex County, for example, you file a
suit and three years later you get tc court. What is that
going to do for a landlord or a tenant? The tenant disappears:

the landlord has prcbably lost his building to the mortagee

g

~zn if he can't get where he has to be rentwise. The

:Zcal operations you provide for in this bill from a
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practical standpoint violate all the rules of court on
service and on notification to tenants. I am pointing out
some of the practical things in this bill.

You provide for home rule so the municipality can
decontrol or control. If you have an apartment unit in a
controlled municipality and right across the street you have
another apartment unit in a decontrolled municipality, there
can be nothing but problems. At least have control on a
statewide basis.

You provide for increase in taxes. What about the
increase in water bills and utility bills and sewer bills
now in the City of Newark, for example? The sewer charges
are enormous. What about the increase in fuel and insurance?
You provide for an increase in taxes based upon the percentage
of the square footage of the apartment building. In some
communities the land is assessed for more than it is worth
on a main street. You are going to have chaos if you are
going to try to allocate tax increase on land in proportion
to the size of the building and the dwelling units in it.

ASSEMBLYMAN MEGARO: Thank you very much, Mr. Cohn.
Are there any questions?

ASSEMBLYMAN IMPERIALE: I'll bet that's the first time
a lawyer has been cut short and couldn't talk any more.

MR. COHN: Oh, I am accustomed to it. Usually the
judge says, "You have won your case. Sit down." I don't
know whether I have won it today.

ASSEMBLYMAN MEGARO: You have made your point. Thank
you, Mr. Cohn.

The next speaker will be Herman Greenberg, Property
Owners' Association, Newark, New Jersey. (Not present.)

Theodore Murnick.
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THEODORE E. MURNTICK: My name is
Theodore Murnick and I live at 375 Mt. Prospect Avenue,
Newark, New Jersey.

I am here today to speak out strongly and I hope
soundly against proposed Assembly bill No. 656 - the
act to regulate, control and stabilize rents in the
State of New Jersey. I hope that after you have heard
and carefully considered all the facts which I shall
present, you will oppose this bill and let it die in
Committee. I realize that there are many more tenants
than landlords and therefore many more potential votes.
However, in a matter of such importance I would hope
you would base your decision on facts and sound
reasoning rather than rhetoric and emotion.

Most of the speakers today have seen fit to
" cite several examples of exorbitant rent increases,
however, only one man made mention of exorbitant
operating expenses for property owners.

Fact: Taxes in Essex County during the past
five years have increased at astronomical rates.

On the four properties I own, taxes now take more than
one-third of every dollar collected. On one building
which I own in East Orange, I paid over $50,000 in
property taxes and collected less than $150,000 in
rents. Yet, gentlemen, there has been no action to
control taxes.

Fact: In the past two years the cost of fuel
0il has increased more than 50%, from 9.3¢ per gallon
to 15¢ per gallon. Gentlemen, has there been any
action taken to control the price of fuel 0il?

Fact: On three~-year insurance policies now
expiring in Newark and East Orange, new policy rates
have increased more than 50% - if renewals are, in
fact, obtainable. Gentlemen, has there been any
action to control the cost of insurance or, in fact,

make it available?
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Fact: Costsof repairs and maintenance in the
past few years have increased more than 50%. Plumbers
and electricians now charge more than $12.00 per hour
of bill time - up from $8.00 per hour. My elevator
maintenance contract was increased from $55.00 per
month to $125.00 per month. Gentlemen, has there been
any action to control cost of repairs and maintenance?

Fact: Interest costs during the past few years
have gone up more than 30%. Rates of 5% to 6% are now
being replaced by rates of 8% to 10%. In places like
Newark and East Orange it is virtually impossible to
refinance mortgages as they become due. Gentlemen,
has there been any action to control interest rates or
make financing available for inner city properties?

My opposition to this bill is based on two very
specific concepts. First, the concept of the bill is
alien to our free enterprise system and second, the
specific bill itself is so ill conceived, unreasoned
and naive that I, as an intelligent person, would not
want my name associated with it.

To begin with, I will concede that there may
be a few greedy landlords who have raised rents unconscion-
ably. However, that is no reason to unjustly condemn and
punish all landlords. For the most part property owners
today are working harder for smaller returns than ever
before. The fact is that operating costs in New Jersey,

particularly in Essex County, have risen at astronomical

rates in recent years and landlords have been forced
to raise rents to meet part of these expenses.

I will try to cover my first objection to this
bill as succinctly as possible since I am sure that all
of the members of the State Legislature are familiar
with and strongly in favor of the free enterprise profit
oriented system which is responsible for the growth and

strength of our democracy.
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As you are all aware, controls are alien to our
system of government and have and should only be invoked
in periods of national emergencies, and in those cases
they are sweeping. across-the-board controls affecting
all segments of the economy equally. Controls on one
segment of the economy, particularly on a local or
state level, are discriminatory, unfair and unjust.

Who is to say what segment of a local economy should

be subjected to controls - instead of rents why not
school teachers' and municipal employees' salaries, ox
perhaps prices charged for hospital and medical care?
What determines the subject and necessity of controls -
the existance of a real emergency or the rhetoric of
_one man and the number of potential votes involved?

Gentlemen, I submit to you that in a free
economy, controls are unrealistic and unworkable. I
should think that the sad experience of rent control in
New York City, with the loss of hundreds of thousands
of housing units, would be enough toc convince you that -
rent control does not solve the problems- it causes
them.

ASSEMBLYMAN MEGARO: You have one minute left
sir.

MR. MURNICK: May I please finish the statement?

I believe I am the last or the next to last speaker and
I have driven all the way from Newark.

ASSEMBLYMAN MEGARO: No. We have quite a

few to go yet. We have moved ahead to let you speak

first.

MR. MJRNICK: It won't take that much longer I
will read--

ASSEMBLYMAN MEGARO: I'm afraid we are going
to have to stick to the alloted time, we have really
run over the time now.

MR. MURNICK: I would sincerely appreciate it if
I could finish. I have heard you say many times that
someone has been keeping track of the time spent and
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many speakers have been here with questions for almost
one-half hour.

ASSEMBLYMAN MEGARO: We extended a courtesy
to allow you to speak in order not to hold you right
to the last minute.

MR, MURNICK: I will stay until 8:00,9:00 or
10:00.

ASSEMBLYMAN MEGARO: Well, do you want us to
call you back then? Can we go on to the other speakers
and call you back?

MR. MURNICK: If you will stay, I will stay.

ASSEMBLYMAN IMPERIALE: No, I am sorry. Mr.
Chairman, I think we have to draw a line someplace.

We have been here since 10:00 this morning, trying
to be courteous, and I think that the least you could
do is help us out in this situation, Mr. Murnick.

MR. MURNICK: I will read as quickly as possible.

ASSEMBLYMAN IMPERIALE: You have one minute .and
after one minute, I am not going to listen to you any-
more, sir - and I say that very respectfully.

MR. MURNICK: Mr. Imperiale, as one of your
constituents living in North Newark, I don't think
you are being quite fair at all.

I will submit the rest of my statement to the
stenographer. However, I don't think that is the
way to treat someone who has driven down here and
waited until 6:30 while all day long we have had
people in favor of the bill given as much time as they
wanted. As one of the few people present who are
in opposition to the bill, I have specific things
relating to the bill which very few people have mentioned
and I think as a service to the people of the State
of New Jersey you should listen to the specific objections
I have to the bill. I will, however, stop talking

about the basic economics of price controls.
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The greatest flaw in the proposed bill is in
Section 8 which ties rent increases to increases in the
consumer price index for northern and sourthern New
Jersey. The consumer price index is a measure of certain
standard consumer costs and is totally irrelevant to
the costs of operating a property. If one considers the
items used in the calculation of the consumer price
index and then looks at the costs--

ASSEMBLYMAN MEGARO: We have to limit it to
one minute. I am awfully sorry, we have cut the
previous speaker short, it is a rule of--

ASSEMBLYMAN VEIT: If you want, you can stay
to the end I'll wait around to hear you and we will
get it on the record. '

MR. MURNICK: That would be fine.

ASSEMBLYMAN VEIT: All right, thank you.

ASSE¥BLYMAN MEGARO: Mr. Isadcre Weiss, Financial
Secretary, . Tenants Rights Associatior. -

I SADORE WETIS S: Mr. Chairman, Members of

the Committee, much has been said today and in cxdar not
to repeat what was said I will just give you a few
short statements.

I am Financial Secretary of the Tenants Rights
Association, P. O. Box 169, Cranbury, New Jersey.

This association represents tenants in East Windsor
Township and the sourrounding areas of Mercer Count .
It is in favor of Assembly bill no. 656.

Rentals in our area have increased by as much
as 25% in about 2 years, before federal guidelines
became effective.

Bill 656 is necessary to keep rents from going
sky high when federal guidelines are removed. Our
association urges all New Jersey Legislators to vote
for this bill and eract it without delay. Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Weiss.

You have been very cooperative and we really appreciate

your concern for the Legislators.
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Mr. Thomas J. Dawson, Second Vice-President of
the Lindenwold Tenants Association, Inc,

THOMAS J. DAWSON: I tooc will be brief.

ASSEMBLYMAN MEGARO: Thank vyou.

MR. DAWSON: It has been a long day. ‘ :

Mr. Chairman, Members of the Assembly Committee
on Municipal Government, as Second Vice-President of
the Lindenwold Tenants Association, Inc., the largest
tenants association in South Jersey, I have been asked .
by the tenants of Lindenwold and by other tenants in |
the South Jersey area who are presently organizing their
own tenants associations and groups, to urge the passage
of the emergency rent leveling act, Assembly bill no. 656,
to enact statewide rent control during the period of
the housing emergency.

Because of the testimony already given demonstrat-
ing the abuses of many unscrupulous landlords who are
taking advantage of the housing shortage, even during
a so-called period .of Federal rent stabilization, and
showing the need for such legislation, I will not take
up more of your time on this point. But I will urge
passage of Assembly bill 656 and to refer you to the
testimony offered by Martin .Aranow, President of the
New Jersey Tenants Organization, our parent organization.

However, I do come to you in another capacity

and that is as the Assistant Commissioner of Rent

Control for the Borough of Lindenwold. In November

of 1971 the voting citizens of the Borough of Linden-

wold by a 2 to 1 margin demonstrated their desire for

a municipal rent leveling ordinance. In January 1972,

in response to the citizens'mandate, Lindenwold Borough
Council passed a local bill establishing the office of

Rent Control Officer and Rent Control Commission, empowered
to investigate, review, and either allow or prohibit

rent increases by landlords in the Borough during a

period when the apartment vacancy rate in the Borough
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is 5% or less.
Because of the Emergency Stabilization Act,
however, the Commission is powerless to enforce the
local ordinance until the rent stabilization provisions
of the federal law are declared discontinued. Therefore,
until that time comes when our own lcocal Rent Leveling
Commission may act, the Lindenwold Rent Control Commission
has sought to cooperate directly with the Internal
Revenue Service to speed relief to tenants in our
Borough whose landlords have violated the federal law.
Now, as you may know, many municipalities, through
city or borough council action, like Lindenwold, have
attempted to enact municipal rent leveling laws and have
set-up concurrent rent leveling commissions to stabilize

-3 where landlords have taken advantage of the hous-

ing shortages in their towns.

However, many cf these local ordinances have
been declared unconstitutional by our State Courts on
the gounds that rent leveling as enacted by borough
councils alone are not consistent with the State
Constitution and that there are no allowances for the
existence of such laws in existing State legislation.

It is true in the case of our Borough of Linden-
wold that unlike all of the towns where rent leveling
ordinances have been declared unconstitutional, our
own rent leveling ordinance was enacted as a result ~f
a direct mandate from the citizens of the town in the form
of a referendum. Therefore, it is hinted that our local
ordinance may have a chance of surviving a court contest
on the grounds of constitutionality. However, as
Assistant Rent Control Commissioner and also speaking for
the rent control officer for the Borough of Lindenwold,
I do not like the odds that are pitted against us.

Like other cities and towns whose rent leveling laws
hava been declared unconstitutional, we also fear that
the samns fate awalts our own rent leveling law.

Therefore, not only do I come to you as the
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Vice=President of the Lindenwold Tenants Association, Inc., !
to urge passage of Assembly bill 656 but I also come »
to you as the local Rent Control Commissioner to urge
that Assembly bill 656 also include in it amending
provisions to allow for the existence of local rent
leveling laws and commissions to administer them,
should local communities choose to enact such local
legislation.

It is my belief, after working this short time
on the Commission, that if a town so chooses, a local
rent control board or commission can more effectively -
determine local apartment vacancy rates and deal more
effectively with the illegal rent increases and other
violations by landlords under their local jurisdiction.

Such amending provisions are not intended to
detract from the powers currently proposed in Assembly
bill 656. What I do suggest, however, is enabling
provisions in the currently proposed legislation allowing i
for the existence of local rent leveling ordinances
and commissions and an exemption from the State law
for local rent leveling laws and boards whose towns have
chosen to administer local rent leveling provisions that
can better serve their citizens than perhaps a statewide
rent leveling law could provide.

I would like to take issue with two things, and

I will only take five seconds to do this. In response
to the question concerning rent control impeding new
houging construction, I would like to point out that in
the Borough of Lindenwold since the time last November
when our rent control law was enacted, seven new
apartment complexes have begun to be constructed. Also : %
as far as the argument that tenants are not paying
their share of taxes in the Borough of Lindenwold, it
has been found that--

My time is up? O.K. thank you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Dawson.

Are there any questions?
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(no questions)

Mr, Joseph H. Martin, Appraiser and Tax Assessor
from Lawrence Township.
JOSEPH H. MARTTIN: Much of what I am going
to say to you is going to be slightly off-the-cuff
because of the lateness of the hour. ?

In the first place, you gentlemen are to be .5
 commended for your patience here today, with all of this.
You remind me of myself somewhat; I do revaluations
of municipalities and after the revaluation notices go
out, we have to sit down with all of the taxpayers in
that particular municipality and explain all our actions
and we need an awful lot of patience also. If there
is anybody in this State that is more verbally abused
than politicians, and if there is anybody in this State
that is more oppressed than landlords, it is tax assessors. ;

I found out about this bill late last week, @
really, and I made a request to present myself here today ;
because I am here due primarily to the fact that I do
feel very sincerely that this particular bill is going
to cause a shift in property taxation in every municipality
in which rent control is in effect and that the shift is
going to go from the uncontrolled real estate to the
controlled real estate.

I will read segments from my article on it and
I would encourage this particular committee to make spe-
cific refgrence to the Tax Study Committee's Report

and to the Local Property Tax Bureau and to the Assessor's

Association in this State and find out truthfully from [
the professionals in the business exactly what their i
feelings are on the effect of rent control upon property
value, particularly multi-housing.

I believe it is clearly established by New Jersey
Law that property shall be assessed for taxes at full
and fair value, which means the price at which the
assessor would believe the property would sell for at
fair and bona figig sale by private contract on October 1
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of the pretax year. The sale should be considered as
one between the willing seller and the willing buyer:
that is, one not obliged to sell dealing with one not
obligated to buy.

The 1947 Constitution of our State is the guiding
instrument to all State Legislaticn, including the act
dealing with local property taxation. It sets forth in
Article VIII, SectionI, paragraph I, "that all property
shall be assessed for taxation under general laws
and by uniform rules.' All real pmemeerty"” - houses, apartments,
industrial complexes, and commercial real estate. - "shall
be assessed according to the same standard of value
~and taxed at the general tax rate of the taxing districts,
for the use of such taxing district."

The reason that I brought that out specifically
in this particular report is that there have been
statements here earlier in the day by Mayors who are
totally confused and contradictory in this particular
area. You cannot have dual assessment, it is uncon-
stitutional under our 1947 Constitution. You cannot
det a different standard of value for one class of
property vexsys another class of property. The Tax
Study Committee's report is very emphatic about what
has happened in certain municipalities - the regressivity
of taxation, the different coefficients that have happened
in municipalities throughout the State over the years
and the erosion of the tax base because of such things
as this, which would further amplify the fact that
property taxation as we know it on a particular class
of property is going to be controlled through rent
control. Hence, if you limit rent control-it must be
clearly understood by this Committeeé today - if you
limit rent income on a particular apartment project,
you,by necessity - you have no choice - you are limiting
the value to which the money would pay for that particular
property and if you limit the value of that particular

property, unquestionably you have to limit the taxability
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of that particular property.

I am going to give you a quote from a particular
publication called, "Appraising Apartments", published
by the Society of Real Estate Appraisers in 1963:

"What does grgss income have to do with that
assemblage of soil and building material called an
apartment? In a free society, the very existence of
the apartment depends upon its inherent ability to earn
an income for the one who is willing to take the risk.
The entrepreneur invests his money in this sort of
project with the expectancy that it will earn an adequate
return. So the revenue attributable to this type of
property - is the key to its value.

"The public mind establishes relationships between
earning power and value. In the market place, the investor
is willing to pay a certain amount of money for a certain
anticipated quantity and quality of income, The quantity
has to do with the amount and the quality has to do with
the relative certainty and durability of the income
stream. The relationship set in the market place will
vary with the size, type, age and location of the apart-
ment as well as other factors. Once this relationship
is established, the income tends to govern the value of
the property."

The technique, etc., of income approach to value
that is used in evaluating garden apartments could be
easily explained but I will not do that at present.

I do want to end with a direct quote from Report Number
Two, New Jersey Tax Policy Committee, page 38:

"The Committee recommends that no program should
be considered which would classify real property for
local taxation, or further reduce the property tax base
or distort its use to distribute the local tax burden.
The massive reducation in overall property tax burden
proposed by the Committee is intended to provide basic
correction of the causes of pressure for further

exemptions or subsidies for housing investment, and the
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income taxes recommended by the Committee will deal
equitably with owners of income-producing property."

ASSEMBLYMAN MEGARO: Thank you, Mr. Martin.

ASSEMBLYMAN IMPERIALE: I'd like to say thank
you for your refreshing remarks about the Committee,
we certainly appreciate it.

ASSEMBLYMAN MEGARO: Mr. William Jackson,
realtor and apartment owner of New Brunswick.
WILLTIAM J A CKS ON: After listening to all
the pleadings for time, I have to ask for more time
on the grounds that I am the only minority that is
appearing today.

(laughter)

And then should T be denied, I have to charge

you all with discrimination.
(laughter)

ASSEMBLYMAN MEGARO: Listen I have encugh
problems with that now.

MR. JACKSON: You see, that is in lieu of being
co-sponsor of the bill.

ASSEMBLYMAN MEGARQ: Neot to join in, but I
think vou are the only black person testifying today.

MR. JACKSON: That's exactly what I mean.

(Laughter) .

I think I can do this in five minutes; I will
make every attempt to do it and stick right to the time.
If you would flag me at 3% minutes I would appreciate
it, then I know when my time isg over, o.k?

My name is William Jackson, I live and make
my living in Middlesex County. T am opposed to this
bill because it is not geoing to help the minority people.

T was born and raised in New Brunswick, I have
lived with and been a student of the so-called urban
crisis all of my life. I can't speak sbout those plush
high rent districts up on the Palisades but I can speak

with authority and experience on what is going on and
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the housing problems of urban New Jersey.

I am a realtor; I also own some apartments.

I have worked with tenants and landlords for most of my
adult life. I have been a tenant and a landlord. I
know both sides of the story and I know the problems of
both.

It seems to me that rent control is an example
of confused priorities. What we really need - what the
minority people really need - is more housing.

It is nice to tell poor people that you are
going to hold down their rents, but it really doesn't
mean a damn thing if they have nowhere to live.

Rent control may be a crucial convenience for
those $400-a-month fellows up in Fort Lee, but let's
not masquerade this as a salvation for the disadvantaged
in New Brunswick and Asbury Park and places like that,
or anywhere else in the State because their concerns are
much more basic.

Minority people are first concerned about whether
they have a roof over their heads, whether their homes
are free of roaches and rats, whether they have adequate
police and fire protection.

And maybe it's about time we looked to the emplayer
to make sure he pays his black or Spanish-speaking help
a living wage so that they can afford an equitable rent.
Let's not pin the whole rap on the landlord, let's not
look only to the landlord to answer for the sins of
society in general.

I say rent control, particularly. is a cop-out.
It will not improve the poor man's lot. It will benefit
those that need it the least, those people in the high-
rent districts.

You might even call rent control segregation,
twentieth century style. It's a very sophisticated
way of keeping black and Spanish-speaking people back
down on the farm - they are locked into the ghettos more

than ever before.
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-Why? Because rent control derails the natural
mobility of our society. Poor people with a chance
to make it are forced to stay put because there are no
apartments available. None get built under rent control
and the fat cats are not about to move because their
rents are low. No construction and no movement equals
no apartments for black people. And you don't have to be
‘a Sam Spade to figure that one out.

Now what other gifts will rent control bear
for the minority people. Take the landlord in a tight
.profit situation. Suddenly pinched by rent control,
he has to cut his maintenance program in order to
survive. I ask each of you if you had to make a choice
between painting your house or sending your youngster
to college, which would you do? So now we are stuck
with cutbacks in maintenance or services, or both.

The concern is more with services than raising of rents.

And what about the minority member, who somehow
scratches enough together to buy a three or four-
family house in one of our cities? At best his profits
are marginal under ideal conditions. His mortgage
payments are based on his projected income. And
although rent control prétty well knocks his income
projections for a loop, rent control does not control his
taxes or his bills.

And who suffers most under the black market
conditions created by rent control? Minority peoplé
who need apartments most. These people are least
prepared to pay the under-the-table payments to the
superintendents for preferential treatment.

The bottom line is that we simply need more
housing - housing of all kinds. I would like to see
the proposals outlined in Governor Cahill's housing
message followed to reach this end.

Let's establish uniform building codes and

eliminate discriminatory zoning to prime the housing
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market. To date, zoning and building codes have been
the chief architects of "de facto" segregation in

New Jersey. These factors, more than anything else,
have served to keep the minorities down on the farm.

We made it to the front of the bus, but this bus doesn't
stop in suburbia.

For example, New Brunswick has 5.3 square miles
populated by 40,000 people. Nearby Piscataway has 18.9
square miles with about 39,000, East Brunswick has
21.5 square miles with a population of 34,000. The
moral of this story is, of course, that we need zoning
that would permit production of housing for all
people, not just for some of the people. To put it
another way, home rule should be respected when possible,
however, there comes a point when regional interest is
more to the public interest than home rule. Rent control
does not give us the answer, it merely compounds the
problems.

Certainly the sub}ect of property tax relief has
been adequately covered by the Governor, so there is
no reason to verbalize anything on that score, except
to say: We praise it.

To digress for just ‘a moment, I believe that the
State should also entertain training programs in the
industry for minority members, to train them as profes-
sionals who would locate and arrange development of sites
for lower and middle income housing. I think a large
part of the problem of the shortage of minority housing
lies in the fact that there is really no one truly
seeking out the building opportunities for the minority
communities. The State must become involved on a day to
day basis through free enterprise.

In conclusion, I reiterate that despite what
they think in Fort Lee, housing - not rent - is the
black man's problem in New Jersey. We are falling
behind by some 70,000 units each year. I say, provide
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the housing first. The lack of housing supply is
critical. A key solution to this rent control question
is programs to save existing housing and opening the way
for large numbers of new housing.

NI cannot over-emphasize the need for more
housing of all types, for all people. We are now
paying the price for the lack of housing - now, today.
With rent control we would be paying an additional
price in the future - can we afford that future?

ASSEMBLYMAN MEGARO: Thank you, Mr. Jackson.

“Assemblyman Veit?

ASSEMBLYMAN VEIT: 1I'd just like to say that
most of the people that gave testimony today added some new
points but your presentation was totally refreshing and
gave a total new slant on the problem and I want to
thank you personally.

MR, JACKSON: Could I just say one thing? You
talk about the Elizabeth situation, Here is an example -
and this is a tragedy all throughout New Jersey - it's
high time that the legislators stop waiting for the
Federal Government. Forget about the "big grandaddy."

I think it is about time to look into Elizabeth, New
Brunswick and Trenton and some of these other places
and underwrite the cost that is needed for Elizabeth.
It is as.simple as that. And if you want someone to
volunteer on these problems, believe me, I am available
because I think we are in bad shape and there is just
too damn much rhetoric and not enough action.

I have some other thoughts on the subject and
I would be glad to talk with any of you some time later.

ASSEMBLYMAN MEGARO: Thank you very much.

You can take me back on Route 22, Bill.
(laughter)

Our next speaker will be Mike Leggiero of the

North Hudson Community Action Corporation.
(not appearing)

Jerald H. Bdener, Councilman 5th Ward, Roselle.
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(not appearing)

Dennis Riley, President of the Lindenwold

Tenants Association.
(not appearing)

Hans Lechner, homeowner.
HANS LECHNER: I am Hans Lechner, I used
to be a real estate agent, I managed properties in
New York under rent control and managed garden type
apartment buildings in New Jersey and uncontrolled
buildings in Philadelphia and I am today a boiler
operator and I own property which would be decontrolled
under this law - one and two family houses - and there-
fore I am not involved.

I came here because I have seen the disasterous
consequences of rent control in New York and I want to
warn you not to have it in New Jersey.

The majority of those who propose it come from
the Northeastern part of the State where they have an
influx of people from New York, who run away from New
York, and they are now proposing the same thing here
in New Jersey and the rest of the State should not
suffer from this.

The problem here is simply this, if you have
rent control you want to cut the rents down. If the
same loaf of bread sells for 30¢ in Trenton and for
39¢ in Morrisville, your would have a shortage of bread
in Trenton. The same thing applies to apartments. If
the same apartment rents for $90.00 in Trenton and for
$100.00 in Morrisville, you will have a shortage of
apartments. You can't get around it, it is a basic
issue. You can have professors or anybody tell you
different but that is the way it is.

As far as the problem of all the people's
concern, I want to remind you that when I was a child
my grandmother lived in our house and this might go
a long way to alleviate the shortage because there is
nobody like a grandmother to take care of children.
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Today the standard of living has come up to
such an extent that every old couple wants to have
their own apartment. This just can't be dona; the
market isn't there. The problem has come suddenly, we
are not prepared for it. If these people would think
what should ke done then we would have a lot of problems
eliminated, grandmcthers would be home when mother
goes out to work.

If we control rents, we should control everything
else - clothing, transportation, cars and wages; one
doesn't go without the other. It is a federal problem,
we would have to have federal control and federal
control has said that they want to get out of business
when the rents have come down to 3% interest per year.
Now, this will take a long time, therefore there is
absolutely no need to have any standby control today
because all of the disadvantages of rent control are
not being solved.

You don't reduce rents until federal rent
control goes out but you have the sword hanging over
you and builders will not come into New Jersey, we all
know that.

Rents were frozen by Federal law as of August
15, 1971, so a level as of January 1, 1972, is usually
that same as that of the earlier date. Most of these
rents were at a rate agreed upon in leases beginning
in September 1970, or, in the case cf 2 and 3 year
leases, 1969 or 1968. To set rent levels for some time
in the future at a level prevailing several years ago
is unrealistic, and completely unfair in light of the
rise in other costs. In the absence of any transitory
regulations, the only acceptable rent level at which .
State controls could start would be the rents actually
in effect on the day State controls become effective.

Any rent control law that does not decontrol
vacancies is most likely to become a permanent institu-

tion.. - The proponents of .this law have wisely inserted
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Article 26, page 8. Instead of limiting the time rent
control should be in effect, it would be better to
decontrol a proportionate share of dwelling units

every year, starting with vacancies; let us say, decontrol
1/6 of all units every year, which would lead to
self-liquidation of controls without further administra-
tive process.

I believe the definition of a two-family house
is simply that if there are two kitchens in a house,
it is a two-family house. Senate No. 117, page 1,
sponsored by Brown, says exactly that. This definition
here is very unclear.

I would mention some specific points - which are
incredible - that were not mentioned before. It says
here in section 15, page 6, no landlord shall charge any
more rent than he has received on January lst of the
year this act was approved. If rent control goes
out in three years, then we will have a rent rollback
of not only three years, because the rents from January
1, 1972 correspond actually to the rents that were
charged on September 1, 1970, but in other words, you
would have a rollback of five years if this were to be
enacted.

You must exempt all new construction, otherwise
nobody will ever come in, and vacancies should be
decontrolled.

I will send you a statement and I thank you
very much for your time.

(see statement on page 161A)

ASSEMBLYMAN VEIT: We would appreciate that
statement.

ASSEMBLYMAN MEGARO: Our next speaker will
be Franklin Kartun, property owner.

(not appearing)

Is there anyone here:that would like to speak?

Mr. Murnick - last but not least.

MR. MURNICK: My name is Theodore Murnick,
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375 Mt. Prospect Avenue and I will continue where I
left off before.

Basic economics dictate. that income must equal
expenses plus profit. If you control and limit the income
without controlling and limiting the expenses you first
reduce and then eliminate the profit and then you eliminate
- the business. Remember, rents are a function of costs -
help contrel costs and rents will be controlled.

My objections concerning the specific bill in
question are many and I hope that if the property owners
and tenants of this State must be burdened with a law to
regulate, control and stabilize rents it will at least
be a well reasoned and thought out bill that is fair
and equitable to both property owners and tenants
alike. Frankly, the proposed bill is so bad and illogical
that the best thing to do would be to start from the
beginning again. However, since we must work with what
is before us, I will direct my comments to it.

To begin with, although..there may be a housing
shortage.:in: this State there is no housing emergency
as certain people would lead you to believe. The
housing stock in this State is, has been, and will
continue to increase in the foreseeable future. Vacancy
rates in many areas are low because comparative rents,
taxes and costs of living in New Jersey are lower than
in surrounding states and therfore we are attracting a
new inflow of inhabitants. As the population increases
in the State, largely from outside of the State, the
existing supply of housing is filled up and then expanded.
This situation will continue as long as the State of New
Jersey is more attractive to live in than elsewhere.
Since this obill is predicated on the existence of an
emergency - and there actualiy is no emergency - the
reason for the bill disappears.

The greatest flaw in the proposed bill is in

Section 8 which ties rent increases to increases in the
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consumer price index for northern and southern New Jersey.
The consumer price index is a measure of certain standard
consumer costs and is totally irrelevant to the costs

of operating a property. If one considers the items used
in the calculation of the consumer price index and then
looks at the costs of operating property, the absurdity
of the standard set forth in Section 8 becomes apparent.
Compare apples and apples gentlemen, not apples and
pears. An index of operating costs might be feasible -
the consumer price index is ridiculous.

Another major flaw in Section 8 is that no
provision is made for differentation of properties by
size, type, age, location, etc. It should be obvious
that operating costs are based on many, many variables.
Maintenance costs increase with the age of a building,
expenses in a new garden apartment in the suburbs are
less than a high rise in the city. What about properties
in central cities where costs are constantly escalating
because of vandalism and tenant abuse. Do you really
believe there is no difference in operating costs in a
50 year old building in Newark as compared to a new
garden apartment complex in the suburbs? Do you think
insurance rates in Newark are tied to the consumer
price index? .

New York City, after many, many, years is finally
abandoning rent control in favor of a maximum base rent
formula designed to provide a fair return to property
owners and halt property abandonment. I urge you to
review the complex procedure involved in calculating
the maximum base rent before you give any consideration
to tying rents to the consumer price index. Among
other things, the calculation of maximum base rents
is tied to the age of the property, the number of
stories, the number of elevators, the square footage
of each apartment, the size of the staff, the location,
and actual operating costs.

Another great defect in this bill is that no
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provision is made for permitting a property owner a

fair, or for that matter, any return on his invest-

ment. There is no provision for hardship increases

to cover actual operating costs. Instead there is a
hodgepodge of possible surcharges so that a tenant's

rent could consist of a basic rent, a consumer price
index increase - permitted by Section 8, a tax sur-
charge permitted by Section 9, an increase service
surcharge permitted by Section 11, and a capital improve-
ment surcharge permitted by Section 12. Each of these
surcharges would require separate and complex calcula-
tions and in the case of the surcharges permitted by
Sections 11 and 12 require the county district court

to make the determination of the amount of the surcharge.
Section 20 also places the additional duty on the district
court to determine the reasonable rental value of a
housing unit in which services have been decreased.

Of course, this being a well thought out bill, no
standards for the determination of the surcharge or

the reasonable rental value are set forth.

This brings up another absurdity of this bill.
At a time when our court dockets are overburdened and
crowded, where cases sometimes take years to be heard,
the drafters and sponsors of this bill, in their
infinite wisdom, have seen fit to direct the district
courts to undertake substantial additional duties which
are totally outside of their expertise.

On top of involving the district courts the bill
then goes on to create another state government bureau-
cracy - a Bureau of Rent Leveling with relatively
unlimited power. Section 19 creates undue and un-
necessary administrative burdens while Section 20
imposes additional burdens on both the property owner
and the district courts.

Gentlemen, I would like to summarize my opinion
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of Assembly bill 656. First, there is no reason or
justification for singling out rentals to be regulated,
controlled, or stabilized in our free enterprise system.
Controls akxe alien to our American private property
system and should not be imposed on only one segment

of the economy. However, if because of political
pressures or otherwise, you deem it necessary to discrim-
inate against the property owners in the State of New
Jersey and decide to regulate, control or stabilize
rents, it should be done in a thoughtful, realistic

and reasonable manner.

The proposals contained in Assembly bill 656
are totally unrealisgic and unreasonable for the
reasons stated above and should not even be considered.
After carefully reading the proposed bill it is
obvious that little if any thought was given to the
property owners' problems, while much thought was
given to the potential votes of tenants. I urge you
to let this bill die the death it justly deserves.
Thank you.

ASSEMBLYMAN MEGARO: Thank you, Mr. Murnick.
Are there any questions?

(no questions)

That concludes our hearing.
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RENT SURVEY - May, 1970 - April, 1972

TENANTS ASSOCIATION OF ELIZABETH, NEW JERSEY

571 Newark Avenue, Elizabeth $13n.00n- $185.00 --- 55, - 45%
138 Westfield Avenue " " 135.0N 185.00 —--~ 5N0H. - An3
631 No. Broad e 140.00 195.00 -—— 50, - 4Nn%
1 Templeton Arms "o 120.00 165.n0 --- 45, - 37%
644 Salem Avenue v 245.00-- 30n0.00 --- 55, - 22%
539 No. Broad 53t. "o 170.00 - 220.00 --- 30. - 19%
519 Westfield Ave. "o 13%.00 - 190,00 --- 51. - 372
943 No. Broad St. e 142.00 - 165.00 --- 23, - 13%
233 W. Grand 5t. - 140.00 - 188.00 ~-- 48, - 35%
923 Westfield Ave., Rahway 115.00 - 128.00 --- 13, - 1Nn%
553 Newark Avene, Eliz. 120.00 - 160.00 --- 40. - 38%
653 -N. Broad St., " 180.00 - 230.00 --- 50. - 3N%
657 N. Broad St. " 165.00 - 175.00 --- 10. - 10%
920 N. Broad St. " 137.00 - 160.00 -—= 23. - 23%
801 N. Broad St. " 205.00 - 243.00 --- 38, - 2Z%
625 N. Broad St. " 165.n0 - 235.00 -——- 70. - 40%
775 N. Broad St. " 125.00 -~ 161.00 --— 36. - 3N%2
850 W. Grand St. 150.00 - 215.00 ~-- &5, - 4n:
415 Cherry St. 177.n0 - 210.00 ~-- 33. - 20N%
750 N. Broad St. 284.00 - 360.D0 —--- 76. - 35%
220 Parker Rd. 163.00 - 190.00 --- 27. - 20N%
585 Newark Ave. 223.n0 - 295.00) --—= 72, - 35%
610 Salem Ave. 110.00 - 150.00 --- 40D, - 4ng
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RENT SURVEY (CONT'D).

307 W. Jersey - Eliz.
652 Salem Ave. - "
912 No. Broad

220 W. Jersey

821 Jersey Ave.
849 Jersey Ave.
465 Morris Ave.
639 Salem Ave.

321 Elmora Ave.
434 Vine St.

30 North Ave.
1380 North Ave.

1 Tudor Ct.

117 W. Jersey St.
1 DeWitt Rd.

1254 Clinton Pl.
47 Elm St.

335 Chilton St.
357 West End Ave.
1266 Clinton P1l.
21 Hays Ave.

830 Westfield Ave.
137 Berwick St.
431 Madison Ave.
140 Elmora Ave.
405 Westminister Ave.
246 Edgar Pl.
1259 Waverly Pl. -

530 Westminister Ave.

-2 -

120.00
105.00

95.00
280.00
185.00
135.00
137.00
130.00
105.00
115.00
140.00
189.00
140.00
150.00
145.00
220.00

90.00
120.00
135.00
170.00
125.00
165.00
120.00
108.00

80.00
189.00
145.00
135.00
138.00
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175.00 55. -
153.75 48.75
125.00 30. -
360.00 8n. -
200.00 15. -
175.00 40. -
165.00 28, -
165.00 35 -
135.00 30 -
179.38 64.38
165.00 25.00
242.00 53.00
185.00 45,

180.00 30.

175.00 30.

+ taxes
290.00/ 70.
175.00 85.
135.00 15.
167.00 32.
190.00 20,
150.00 25. -
189.00 24, -
155.00 35. -
140.00 32.
100.00 20.
225.00 36.
165.00 20.
171.00 36.
190.00 52.

45%

30%
8%
3N%

20%

- 18%

- 29%

21%

- 32%

- 12%

- 12%
20%
25%
30%
30%
25%
19%
15%
28%

37%

+ Taxes



RENT SURVEY (CONT'D.)

19 Pingry Pl. Eliz. 85.00 - 107.63 23. - 27%

363 West End Ave. 119.00 - 167.00 48. - 40%
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STATEMENT BY SENATOR MATTHEW J. RINALDO

MR. CHAIRMAN:

THANK YOU FOR PERMITTING ME TO OFFER SOME OBSERVATIONS ON THE PLIGHT
OF TENANTS IN NEW JERSEY:

WE HAVE WITNESSED OVER THE LAST DECADE A VISE-LIKE SITUATION IN WHICH
THE TENANT HAS BEEN TRAPPED. EVERY YEAR RISING COSTS AND INFLATION
TIGHTEN THE VISE A LITTLE FURTHER,

THERE ARE FEW TENANTS IN THE GARDEN STATE WHO AT THIS POINT AREN'T

IN FINANCIAL DIFFICULTIES.

As eArRLY As 1970, ] RECOGNIZED THAT THE DELICATE, FREE-MARKETPLACE
RELATIONSHIP BETWEEN LANDLORD AND TENANT HAD BECOME HEAVILY WEIGHTED
IN FAVOR OF LANDLORDS,

TENANTS, HISTORICALLY., HAD BEEN AT A DISADVANTAGE. BUT. NOW. THEY
WERE BEING GOUGED AND LEFT AT THE MERCY OF A RENTAL-APARTMENT CRUNCH
THAT RIVALED THE WORST DAYS OF WoRLD WAR II.

SOME POSITIVE DEVELOPMENTS HAVE COME ABOUT FROM A BAD SITUATION, THOUGH,
FOR INSTANCE, TODAY'S TENANT IS MORE ACTIVE. MORE AWARE OF HIS RIGHTS.,
MORE CONCERNED AND MORE VOCAL. TENANTS ARE ORGANIZING AND MOBILIZING.
HEARTENING AS THIS MAY BE, IT STILL ISN'T ENOUGH., LEGISLATIVE HELP

IS NEEDED TO GIVE THIS PRQTEST THE PROPER FRAMEWORK AND IMPETUS.

As 1 sarp., IN 1970 I PROPOSED WHAT I THOUGHT WAS, AND STILL THINK 1S,
THE MOST MEANINGFUL APPROACH TO EXPEDITING THE EQUITABLE RESOLUTION

OF GRIEVANCES BETWEEN TENANTS AND LANDLORDS, AND ESTABLISHING AN
EQUITABLE SYSTEM FOR BOTH PARTIES WHERE RENT INCREASES ARE CONCERNED.
THE FIRST ASPECT OF THIS TWO-PART GOAL., AS OUTLINED IN MY BILL. nggéz
WOULD INVOLVE THE CREATION OF A LANDLORD-TENANT AGENCY. THE AGENCY
WOULD HEAR AND SETTLE DISPUTES IN THE FOLLOWING AREAS:
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WHEN THE TENANT COMPLAINS ABOUT THE CARE AND MAINTENANCE OF THE BUILD-
ING OR CHARGES THAT THE LANDLORD HAS:

1. [INCREASED RENTS UNJUSTIFIABLY DURING A “HOUSING STATE OF EMER-
GENCY: "

2. IMPOSED RETALIATORY RENT INCREASES:

3, MADE RETALIATORY EVICTIONS, INCLUDING INADEQUATE NOTICE OF

EVICTION:
4, REFUSED TO RENEW A LEASE AS A RETALIATORY GESTURE,

OR.

WHERE THE LANDLORD COMPLAINS THAT THE TENANT HAS:

1. USED THE PREMISES UNPROPERLY OR ILLEGALLY:

2., DISTURBED OTHER TENANTS OF THE BUILDING OR TENANTS AND PROPERTY
OWNERS IN ADJACENT BUILDINGS:

3, DAMAGED THE BUILDING,

OR.

WHERE EITHER PARTY FEELS AGGRIEVED AND ASKS THE AGENCY TO INTERPRET
PROVISIONS OF A LEASE OR OTHER RENTAL AGREEMENT.

My BILL CALLS FOR THE APPOINTMENT OF A DIRECTOR OF THE LANDLORD-TENANT
AGENCY WHO WOULD SUPERVISE A NETWORK OF COUNTY DEPUTY DIRECTORS.
DECISIONS OF THE DIRECTOR OR DEPUTY. DIRECTORS WOULD HAVE THE SAME
EFFECT AND WOULD BE ENFORCED IN THE SAME MANNER AS A COUNTY DISTRICT
COURT ORDER,

Now, To THE SECOND PART OF MY BILL.

THIS WOULD ESTABLISH PROCEDURES FOR RENT INCREASES DURING A "HOUSING
STATE OF EMERGENCY.” [T WOULD BE THE DUTY OF THE DIRECTOR OF THE
LANDLORD-TENANT AGENCY TO DETERMINE ANNUALLY IN EACH COUNTY WHETHER A
HOUSING STATE OF EMERGENCY EXISTS. THIS WOULD CONSTITUTE A VACANCY

RATE OF 5 PERCENT OR LESS.
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WHEN A HOUSING STATE OF EMERGENCY IS DECLARED IN ANY COUNTY., THE
FOLLOWING PROVISIONS WOULD TAKE EFFECT 30 DAYS LATER:

1. IF THE LEASE OF A REGULAR TENANT EXPIRES, OR THE LEASE OF A PERIODIC
TENANT IS TERMINATED, THE LANDLORD COULD NOT REQUEST OR RECEIVE A PER-
CENTAGE INCREASE IN RENT WHICH IS GREATER THAN THE COST-OF-LIVING IN-
CREASE OVER THE PERIOD FROM THE TIME THE LEASE WAS ENTERED INTO AND 30
DAYS PRIOR TO ITS EXPIRATION OR TERMINATION., |

2. THE LANDLORD MUST NOTIFY THE TENANT OF SUCH A LEGAL INCREASE. FAIL-

URE TO DO SO WITHIN 30 DAYS AFTER THE EFFECTIVE DATE OF THE INCREASE
WOULD VOID THE INCREASE. THE TENANT WOULD BE ABLE TO RECOVER ANY IN-

CREASE PAID, UNLESS THE DIRECTOR DETERMINED THE FAILURE WAS EXCUSABLE,
LANDLORDS, DURING A HOUSING STATE OF EMERGENCY., COULD MAKE UP FOR IN-
CREASED PROPERTY TAXES BY OBTAINING A SURCHARGE FROM THE TENANT TO BE
DETERMINED ON THE FOLLOWING BASIS:

1. THE LANDLORD WOULD DIVIDE THE INCREASE IN PROPERTY TAXES BY THE
NUMBER OF ROOMS IN THE BUILDING TO OBTAIN THE TAX INCREASE PER ROOM,

2. THE LANDLORD WOULD INFORM THE TENANT OF THESE CALCULATIONS WITHIN
30 DAYS AFTER THE EFFECTIVE DATE FOR PAYMENT OF THE SURCHARGE. FAILURE
TO DO SO WOULD CANCEL THE SURCHARGE. AND THE TENANT COULD RECOVER ANY
OF THE EXCESS FUNDS PAID PREVIOUSLY( -

3. THE SURCHARGE WOULD BE PAID ON MONTHLY INSTALLMENTS AND WOULD NOT
BE CONSIDERED RENT FOR THE PURPOSE OF COMPUTING COST OF LIVING INCREASES.
[ THINK IT}ISAMORE COMPREHENSIVE AND MORE EQUfTABLE THAN THE PIECE OF
LEGISLATION BEING CONSIDERED TODAY AT THIS HEARING., [T SERVES THE
INTERESTS OF BOTH TENANT AND LANDLORD. AND IT PROTECTS THE INTERESTS
OF BOTH IN THE EVENT A LANDLORD IS SUCCESSFUL OR NOT SUCCESSFUL IN AP-
PEALING HIS INCREASED TAX ASSESSMENT,

AND JUST A WORD ABOUT LANDLORDS.
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I KNOW IT 1S POPULAR TODAY., TO MALIGN LANDLORDS AS A CLASS OR A GROUP,
BUuT THEY ARE ALSO UNDER INORDINATE PRESSURES, [HEY, T0O. HAVE BEEN

HIT BY INFLATION AND SPIRALING TAXES. MosST LANDLORDS [ KNOW ARE

DECENT, CONCERNED BUSINESSMEN., THEY DO HAVE THE BEST INTERESTS OF THEIR
TENANTS AT HEART. THE BILL THAT | PROPOSED AND AM EXPLAINING TODAY
WOULD PROTECT THESE MEN AND WOMEN AND ASSURE THEM OF A FAIR RETURN ON
THEIR INVESTMENT, |

THIS MEASURE WOULD BRING THE BAD LANDLORD INTO LINE AND ACT AS A RESTRAIN
ON ANY FLAGRANT VIOLATION OR ABUSE PERPETRATED ON THE TENANT. DURING A
HOUSING STATE OF EMERGENCY, THE LANDLORD WOULD BE REQUIRED TO MAINTAIN
THE SAME STANDARDS OF SERVICE, MAINTENANCE. FURNITURE. FURNISHING AND
EQUIPMENT., IF HE DOES NOT, THE TENANT MAY APPEAL TO THE COUNTY DEPUTY
DIRECTOR WHO WOULD DETERMINE A REASONABLE RENT WHICH WOULD BE PAID UNTIL
THE DEFICIENCY WAS CORRECTED.

MY DISTINGUISHED COLLEAGUE IN THE ASSEMBLY. THOMAS KEAN, HAS PROPOSED
LEGISLATION WHICH EMBRACES MANY OF MY ORIGINAL RENT-LEVELING CONCEPTS.
As [ SEE IT, THOUGH. THE MAJOR FLAW IN HIS MEASURE RELATES TO THE
MECHANISM FOR ADJUDICATING THESE DISPUTES., GTeet

MR, KEAN WOULD ESSENTIALLY RETAIN THE COUNTY! COURTS AS THE MAJOR FORUM
IN LANDLORD-TENANT DISPUTES. | DO NOT REGARD THIS AS SALUTARY FOR A
NUMBER OF REASONS. "

W rine .
FIRST, THE COURTS., ESPECIALLY COUNTYZCOURTS. ARE CLOGGED TO THE LIMIT,
WHY CONTINUE TO BURDEN THEM WITH THE EVER-INCREASING NUMBER OF CASES

IN THIS AREA?

SECONDLY, | THINK MOST PEOPLE, IN THIS CASE, TENANTS, ARE A BIT PUT OFF
BY A COURT OR APPREHENSIVE ABOUT THE FORMALIZED ATMOSPHERE,

THIS MIGHT DETER THEIR FILING GRIEVANCES, AS I’'M SURE IT HAS IN THE PAST.

~
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My LEGISLATION OFFERS A MORE EFFECTIVE METHOD FOR WORKING OUT THESE
DIFFERENCES, THE COUNTY DEPUTY DIRECTORS.  AND THEIR STAFFS WOULD HOLD
HEARINGS THAT WOULD BE JUST AS IN-DEPTH AND PRECISE AS ANY COURTROOM
PROCEDURE. BUT THE ATMOSPHERE WOULD BE MORE CONDUCIVE TO SETTLEMENT,
AND THIRDLY, MY BILL OFFERS., [ BELIEVE, THE FASTEST WAY TO SETTLE THESE
DISPUTES. | AM SURE THAT IN THE OVERWHELMING MAJORITY OF THESE CASES.
THE DEPUTY DIRECTOR COULD RENDER A DECISION ON THE SPOT. AND YoOUu ALL
KNOW HOW LONG THIS OFTEN TAKES IN COURTROOM PROCEEDINGS.

But, MR. CHAIRMAN, IN THE FINAL ANALYSIS, | DO NOT INTEND FOR THIS
STATEMENT IN ANY WAY TO DOWNGRADE THE VERY FINE KEAN BILL. [ JUST WANT
TO STRESS THE REASON I BELIEVE MY BILL IS A MORE WORKABLE SOLUTION TO
THE PROBLEM. .

BuT IF THE KEAN MEASURE REACHES THE STATE SENATE. I ASSURE You [ WILL
VOTE FOR IT.

THANK YOU FOR HEARING MY VIEWS.
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! >tatement by Daniel M, Gaby
r May 31, 1972
PY Rent Stabilization
84 Carroll Place, _New Brunswick,N.J. 08901
(201) 828-6150

I meet with you here today after more than two years of effort, wo
working alongside cititizen-action groups such as the llew Jersey
Tenants Organization, to get a fdair shake for the beleagured tenants
of our state. Every day, as rents, prices and taxes continue to rise
life gets more and more difficult for the tenants. I think we
all better listen to their complaints, because there are limits to
how much people can take,

In late 1970, as Chairman of the Democratic Policy Council of
New Jersey, i called for support of a package which I felt would assist
tenants who are being severely hurt by the rise in rents, and would
protect tenants in a time when decent housing in safe neighborhoods‘is in
such demand. When the vacancy rate fell below 3%, the Bovernor would
declare a housing emergency, which would set into motion a rent leveling
process on a temporary basis, Landlords would be permitted to
increase rent cqual to an inciease in the cost of living, as determined by
the Bureau of Labor Statistics. Landlords would also be permitted to in-
crease rents in the event of a property tax increase, They could also
reclaim the cost of any capital improvements that were made to better the
condition of the hr:ning.

This formula is not anti-landlord. It is aimed at limiting
rent increases to demonstrable increases in costs, and it was presented
in order to protect the tenant against rent gougin at a time, such as
the present, when demand far exceeds skpply. People must not be taken
advantage of, in a time of housing scarcity. We need rent stabilization
legialation to protect tenants against this possibility,

I stress that rent stabilization is a temporary emergency
measure, for protection againat abuse. But the real crisis in housing
won't be alleviated until there is an increased supply of decent housing
in decent neighborhoods in New Jersey., To do this, we must reduce the
property tax in this state, Unduly restricted zoning must be eliminated
These are the. reasons we are not getting enough building done.

As supply begins to meet demand, and a free housing market is
encouraged to exist, emergency protective measures such as rent leveling
will no longer be necessary. Tenant and landlord will no longer face each

other with hostility. [0 one zrop will hold economic power over another.



‘ Page Two
for u.s' senamr Rent Stabilization

84 Carroll Place,New Brunswick,N.J. 08901
(201) 828-6150

I hope too, that this committee will recognize that
tenants should get the same tax break awarded to homeowners, ° Tenants
are entitled to deduct from the state income tax whatewer poption
0f their rent is attributable to property tax for their principal
residence, The average rent includes a substantial percentage in
money paid to the landlord to compensate for property tax, I think
the tenants of our state deserve the same tax break as homeowners
receive, and a deduction on this portion of their rent would
g0 a long way toward easing financial pressames in many households

across the state.
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STATEMENT OF MICHAEL LEGGIERO

My name is Michael Leggiero, Planning Coordinator for the North Hudson

—

Community Action Corporation andi}~am here on behalf of Nicholas Mastorelli,
Executive Director,

I am here today because in our work we are constantly called upon to mediate
disputes betweeen tenants and landlords.

Many times we have seen right on both sides - more often we have seen the
tenants gauged, brow-beaten and extorted.

The only relief in sight is the passage of a Rent Stabilization Bill.

My only regret is that I cannot speak Spanish to you, because many Latim
American groups are the victims of exhorbitant rents,

There must be a redress in the state of affairs, when good housing is simply
not available to even a majority of the residents of this state.

In the 1930's govermment intervened to alleviate the exploitation of labor
by industry, now in the 1970's New Jersey must intervene to provide better
housing for its exploited citizens.

With me today are many concerned tenants whd only hope of keeping a roof
over their heads is a clamp on the ever rising cost of Housing.

We recognize that the average owner is also confronted with ever rising
expenses but he is better able to afford it than low and middle income tenants
who are the principle victims of rent inereases.

Victims, because they are less mobile and burdened with larger families on the
average. Not even mentioned are the elderly and disabied living on a fixed
income.

Gentlemen: There will be many more speakers today, themfore, I am cutting
short my remarks with just one message.

Rising rentsAgg'counter productive because it robs the poor and middle class
of an ever increasing percentage of disposable income without any counter
balancing benefits.

Here are 15,000 signature saying '"PLEASE HELP US".
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STATEMENT
BY

TEX WEINER, FORMER CHAIRMAN
NEW JERSEY BUILDERS ASSOCIATION
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Gentlemen:

My name is Tex Weiner, I am a member of the New Jersey Builders
Association, a former chairman of the Apartment House Council, have
been a buildér for twenty years, and own and manage apartment com-

plexes.

A great number of erroneous statements have been made about landoxds,
some deliberate and without knowledge of the management problems we
have. There is a lot more to this business than just renting an

apartment to a tenant. It has become a complex business.

The biggest hue and cry is rent gouging. Alright. As Al Smith
used to say., "Let's look at the record."” Rents go up because my
costs go up. Let's take taxes. One project I own has had terrific
tax increases every year. Let's start with 1967 - just the past
five years.

1967 taxes were $42,000.00

1968 increased toc $44,800.00 up $2,800.00

1969 increased to $49,000.00 up $4,200.00

1970 increased to $56,900.00 up $7,900.00

1971 increased to $62,125.00 up $5,225.00

1972 increased to $66,584.00 up $4,459.00
A total increase of $24,584.00 in five years. And in another

project we own I will shock you with a staggering tax increase.

A $19,700.00 increase just for the year of 1972. This is not a
large complex. Only 104 units. The tax rise is an increase of

$19.40 per apartment per month.
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This tax rise was so high that it caused a 96-unit apartment house,
only two years old, just a half mile down the road from mine, to go
into bankruptcy. Amazing isn't it? Just look at the record. 1It's
the Imperial Gardens in Jackson‘Township. You might wonder about my
project. Well, it's in the red. And we have borrowed to keep'it

going. But how long - if we don't get tax relief - who knows?

We paint each apartment before a tenant moves in. Paint and supplies
are up 18% in just three years, Not every tenant cleans the stove,
so our maintenance crew has to clean it up. Stove cleaner is up 12%

in just three years.

Locks - that's when tenants walk off and don't return the keys or
even if it breaks from ordinary wear and tear. Up 37% in just three

years.

Toilet Seats - Everybody needs one of these. The most indispensible

item in every man's library. Up 19% in just three years.

Want a drink of water? - You need a faucet for cooking. Up 20% in

just three years.-
Light fixtures up 24% in just three years,

And television - next to beer this is the most important item in
the house - Master antenna, tubes and service up 40% in just three

years.

And while you watch your favorite TV program you demand your landlord
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keep your apartmept cool. Well, how much has this incresased? Relax,
replacement of air conditioners, maintenance of air conditioners etc. -

up only 67% in three years.

Our tenants want their lawns green and neat. And that costs money.
Seed, fertilizer, lawn equipment - and like everything else, this went

up 32% in just three years.

Alright, you've got a picture of maintenance costs and that's only a

smattering of them.

On June lst, our service electricity - electricity for parking areas,
porches and inside hallways - will go up again - this time 6%. But in
1970 it went up 7% and late in 1970 it went up another 9% - a total of
22% in just two years. Plus a kicker. It can go up every month now.
The PUC has granted the power companies the right to raise the cost

monthly if fuel costs go up. And you know they're going to go up.

And what about the increase of water? Why in just two years it went
up 150% - quite an increase. And I might add that some time within
the next two years a new Bayshore Sewer System is being put into effect
and we will have to pay at least $65.00 to $85.00 a year an apartment

for sewer use. Who is going to absorb this?

Garbage: There's an interesting item. How to get rid of it. The
tenant tosses it into a dumpster and we pay for it. The town doesn't
pick it up - the apartment house owner pays a private scavenger to the

tune of an increase of 47% in just two years.
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We know everyone wants heat in the winter. The Natural Gas industry
wants a hike (there's a shortage) of over 4 billion dollars all over
the United States. We know we're going to get another increase -

over the 18% we have already gotten.

Some owners use o0il to heat apartments. In 1970 we were paying 5%
cents a gallon and now we're paying l4% cents a gallon. An increase
of 65%. Some of this cost reflects an order from the Department of
Community Affairs to use a low sulphur oil - a good law. Ecology.

We're cooperating, but it costs money.

Besides all these items there's a welter of costs that are not demon-
stratable but they exist. Legal, accounting, insurance, office supplies,

auto expenses - they have gone up consistently in the past three years.

LOSSES: Yes, we have losses too. The skip outs: When a tenant just
tears up his lease and leaves. Oh, sure you have his security, but
who pays the damages. Sue him you say. Of course, why not? But
we don't. If the damage is $125.00. we have to pay the lawyer $90.00
and waste a half day in court - for what? Just to get $35.00 - So

we absorb the loss of the whole $125.00.

I haven't mentioned salaries. Well, our employees' increases in the
past three years were 25%, not including the Blue Cross and Major
Medical that they get and I hear Blue Cross is looking for another

increase.

And look at these increases we have had to absorb up to 1970. The
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Apartment House Council of the New Jersey Builders Association has in
the past year made significant contributions in cooperating with the
Legislature and the Governor. We approved and championed

A bill for 1% months security with interest returned to the tenant:

A bill for no lock outs unless due process is followed; and

A bill for no constable distraint of furniture.
Please do not confuse good apartment house owners who take pride in
their property and want to keep their property in good condition with
slum lords. After all, it's not a hobby with us - it's the way we
make a living too. And if anyone complains his apartment is not kept
up - well, there's a law on the books for that too. The Department
of Community Affairs inspects apartments at least once in every five
years and we, the owners, pay for those inspections - so all you have
to do is to call this phone number (609) 292-5984 or call the Apartment
House Council of the New Jersey Builders Association, phone number

(201) 687-5310.

So gentlemen, we're already burdened with controls and paper work and
if you want rent control in this state let me give you a bird's-eye
view of the forms that are now in existence in New York City - a city

that has had a gloriously successful adventure in rent control.

There are over 200 rent control forms to fill out. Do you realize
what kind of an office staff we'll have to employ to fill out all these
forms? Do you really think another bureaucratic agency in New Jersey

will make these forms simpler? Gentlemen, if you don't let us have
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enough money to pay for these maintenance items and many more that
time will not permit me to show - to keep up our apartments like we
would like to and keep our tenants happy with service - take all this
away from us with rent control and you'll get abandoned buildings all

over New Jersey.

Thank you for your courtesy.
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Honorable Sir:

I am taking the liberty of sending you a copy of the remarks I made at the
public hearing regarding rent control on May 31, 1972, On this page I list the
major points that I made. An amplification of several of the points follows on
pages 2 and 3.

A, Rent control is considered to be a contributing factor in the deterioration
of the inner cities.

B. This is a very important piece of legislation. Before enacting it, impartial
information on it should be obtained from a competent source.

C. Rent increases require approval by a rent control board, but the law is so com-
plicated that administration will bog down. An article should be inserted stat-
ing that if the authority has not acted within 90 days of application, the increase
requested is automatically granted.

D. The law fails to contain a fair return formula, and has practically no transit-
ory regulations,

E. Article 15, page 6, sets a rent rollback to levels of Jan. 1, 1972, but in ef-
fect would usually roll the level back to that prevailing in September, 1970.

F. If this law is enacted as a standby law to take effect at the expiration of
Federal controls, let us say in 1974, then according to the proposed language of
Article 15, rents in 1974 would be rolled back to levels of several years earlier.

G. Article 16, page 6, excludes decontrol of vacancies. This should be changed.

H. This rent control law would result in an increase of real estate taxes for
owners of one family dwellings.

I. The political advantage that might be gained because of the fact that there are
more renters, who might find a short-term advartage, than landlords, is of fset by the
fact that there are more small property owners, to whom the law would be a disad-
vantage, than tenants.

J. This is a standby law. It settles nothing as long as Federal controls are in
effect, but creates fear and unsettled conditions on the construction market.

K. Rather than alleviating housing shortages, this law will create additional
shortages of housing units by eliminating incentives to build or repair.

L. The definition of a 2 family house is unclear.

M. Rent control leads to subterfuge and dishonesty through sale of apartments.
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HANS LECHNER
15 MADISON STREET
PRINCETON, NEW JERSEY 08340

AREA CODE 609 924-7034

N. Control of rents is not justified unless other costs, such as food, clothing,
cost of transportation, wages, etc., are also controlled.

0. Most proponents .of rent control come from the northeastern part of the State,
where victims of the effects of New York's rent control law have settled. Conditions

in the rest of the State are different.
Amplification of some of the points made above:

A and B. The Sternlieb Report (Rutgers University) brings valuable information.
Research on this subject has been made by the Price Commissions Rent Advisory Board,
2000 M Street NW, room 2108, Washington, D.C., 20508, phone 202-254-8830.

C. The formula for rent increases 18 unnecessarily complicated. Unused space should
be completely omitted from the formula., Approval for increases is required which
would necessitate a sizable staff. Since administration of rent control in New York
is supposed to cost over $14 million, it is unlikely that the New Jersey legislature
will provide sufficient funds for the administration of this law. Decisions will
therefore be unduly delayed, and the same 90 day cut off date that is in effect for
Planning Board procedures should be incorporated into this law for court and ad-
ministrative decisions.

E and F, Rents were frozen by Federal law as of August 15, 1971, so a level as of
January 1, 1972, is usually that same as that of the earlier date., Most of these
rents were at a rate agreed upon in leases beginning in September, 1970, or, in the
case of 2- and 3-year leases, 1969 or 1968. To set rent levels for some time in the
future at a level prevailing several years ago is unrealistic, and completely unfair
in light of the rise in other costs, In the absence of any transitory regulations,
the only acceptable rent level at which State controls could start would be the rents
actually in effect on the day State controls become effective.

G. Any rent control law that does not decontrol vacancies is most likely to become

a permanent institution. The proponents of this law have wisely inserted Article 26,
page 8, Instead of limiting the time rent control should be in effect, it would be
better to decontrol a proportionate share of dwelling units every year, starting
with vacancies; let us say, decontrol 1/6 of all unites every year, which would lead
to self liquidation of controls without further administrative process.

H. Assessment for multiple dwellings are based on a multiple of gross rent. If,
during inflationary times, values of one family houses increase, but rents are held
on an artifically low level, then the small property owner has to pay a larger share
of all real estate taxes collected. The tax base for cities erodes.

I. The best known proponent of rent control, Mayor Lindsay, lost in the Florida
primary decisively. He lost worst in Miami, where a lot of his former constituents
who know him live.

J. Article 26 should be changed to include further extensions of P.L. 91-379. At
present we have Federal reat control, It is the expressed policy of Federal author-
ities to discontinue rent control when rent increases on a national level are brought
down to 3% yearly. If this should happen, then no rent controls of any kind would

be needed.
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K. 1If rents in New Jersey are held down artifically, then a shortage will be
created through stifling of building of new units., If the same apartment costs
$90.00 in Trenton and $100.00 in Morrisville, you will have a shortage of apart-
ments in Trenton., Building could be encouraged through tax incentives. If an
old building is razed and a new building with more units renting at moderate
levels put up, then apillaw could be formulated assessing the new building in the
first year at the old assessment, in the second year at the old assessment plus
1/10 of the difference tween the old and the new assessments, and so forth, until
after 10 years taxes are being paid on the full value of the real estate. The
city would not get less than before, and builders would have an incentive to

build or improve.

L. A two family house is a house with two kitchens. The shorter and mere concise
a definition the better, as in Senate No. 117, sponsored by Senator Brown, page 1,

article 2,
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MAYOR

NEWARK, NEW JERSEY
07102

<

MEMORANDUM

TO: ASSEMBLY COMMITTEE ON COUNTY AND
MUNICIPAL GOVERNMENT

FROM: KENNETH A. GIBSON, MAYOR

RE: EMERGENCY RENT LEVELING ACT A-656

DATE: MAY 31, 1972

GENTLEMEN:

Assembly Bill A-656, entitled the "Emergency Rent Leveling Act"

which is the subject of this public hearing today,

is a bill

which the City of Newark has analyzed very carefully.

80 percent of the citizens of Newark live in rental units. There-

fore, it goes without saying,

that my administration would support

legislation aimed at bringing relief to our already overburdened

citizens., It is with great disappointment then,

that upon close

scrutiny we see that assembly bill A-656 is not an urban oriented

bill.

In general this bill is directed toward the suburbanite living in
relatively new facilities that require little in the way of capital
improvement and where the upward levels of rent potential are sub-
bearing, and very little merit for the
older cities. Here our major problem is

stantial. It has little
tenement dwellers of the

landlords going out of business.

stantial exploitation of
which is going to put an

The capital improvements
that this bill basically
ment dweller not for the

we desperately need is more money coming in the way
The formula proposed here
complete end to all rehabilitation, whether private
the levels of return and the maximum are completely

and capital improvement.

At the same time there is sub-

tenants and there is little in this bill

end to it.

provisions are indicative of the fact
is designed for the suburban garden apart-
central cityite., In the latter case what
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TO: ASSEMBLY COMMITTEE ON COUNTY AND
MUNICIPAL GOVERNMENT

MAY 31, 1972

Page 2

The latter, for example, are one and a half percent of the present
rent, at maximum. If we assume a realistic 60 month pay back period,
that means that there would be no capital improvement greater in to-
tal than a month's rent. I think this is clearly ill-advised from

the viewpoint of Newark and the older cities. The service provisions
suffer from the same inadequate think-through.

There are two things that would occur assuming the positions outlined
in A-656 were adopted and neither of them is very pleasant. The first
of them is a complete cessation of new construction, since I think
you'd find great difficulty getting mortgaging for structures which
after a free first rent would thereafter fall under a rent control
proviso. (particularly one which has no realistic increase in
methodology) Secondly, and perhaps even more significant, is the
fact that since the first rent is not controlled, but subsequent
increases are, you'll find that whatever new construction you do se-
cure is going to come in not merely at a rate calculated to yield

a normal rate of return but rather at an increased face figure. The
landlord will be taking out insurance against subsequent difficulties
in raising rents. Even in New York new construction has been left
out of the rent network.

The provisions incorporated into this bill for the maintenance of
standards are very, very thin and again this is one of the principal
difficulties with rent control in general, it requires a much higher
level of supervision and basic data banking.

The choice of the Cost of Living Index is very obscure. There is a
specialized cost of operating and maintaining rental housing in the
New York metropolitan area which is maintained by the Bureau of

Labor Statistics which probably would make a lot more sense. It
should be noted that the use of the Cost of Living Index over the
last several years would have resulted in the windfall for landlords
since (though it may be hard to believe) rents rose less sharply than
the balance of the elements in the Cost of Living Index.

Whoever wrote this piece obviously did not have a typical walk-up
tenement in mind. It would mean that the person who rents the least
desirable apartment, i.e., top of a five floor walk-up, would be hit
with the same dollar increase as a function of tax increases as
someone on the second floor in an apartment perhaps worth twice as
much. The prorating as proposed is strictly on the square foot, it
has nothing whatsoever to do with desirability. A much more adequate
formulation would be as a percentage of rent increase across the

board.
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The use of the courts as proposed 1s completely unrealistic. So
overwhelming would be the caseload that I'd think you'd find that
there would be absolutely no tenant protection whatsoever. That
certainly has been the experience elsewhere; the courts have been
simply overwhelmed by housing cases.

Postal vacancies (proposed on page 2, line 3) to initiate the system
are completely inadequate. This is particularly true in hard-core
slum areas where their use in parallel with FHA work has been proven
to result in high level of inaccuracy. A state-wide survey by county
which is proposed annually, is no small activity. There are no ade-
quate lists of rental housing units available. Setting up the study,
therefore, involved substantial costs. In addition, since this
vacancy rate must be established for each of the 21 Counties the

size of sample, if high levels of accuracy are required, is very
substantial indeed. Clearly the cost is not overwhelming but I see
no provision for costs in the bill,

A-656 contains no analysis of the type of enforcement mechanism or

the costs that are required in order to implement the proposal, For
example, the New York City rental housing stock which is under the old
control measures is slightly smaller than the New Jersey equivalent,
The annual operating costs of the rent controlled system are between
ten and twelve million dollars a year. This is before the cost of
special surveys of vacancy rates and the equivalent. It also does

not reflect the enormous costs attendant upon the setting up of the
system since this was conducted back in 1943. TFor effective rent
control this involved the posting of every apartment unit. The basics
of setting up a file of this kind, which includes the measures of
service, rent levels, etc. will cost a minimum of $10 per apartment.

It is clear and very unfortunate that A-656 is inadequately drawn.
As Mayor of the City of Newark, I would like to offer an alternative
proposal for the Legislature's consideration:

Because A-656 is designed to become effective only if and when
Federal rent provisos become null, immediate Legislative Action
could take the form of a State Legislative Study Commission. The
Commission could include members of municipal government and urban
analysts who are most familiar with New Jersey's housing shortage
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problems. The Commission would be able to compile an up-to-date

"date bank", a work-up of estimated costs, and a realistic administra-
tive process, all of which are essential if New Jersey is to adopt
useful and workable rent control measures.

I commend the committee for your interest in this much needed

KAG:sh
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LEAGUE OF WOMEN VOTERS OF NEW JER® .Y

460 BLOOMFIELD AVENUE, MONTCLAIR, NEW JERSEY 07042 TELEPHONE 746-1465 AREA CODt .

TESTIMONY ON A.656 -- RENT LEVELLING
Wednesday, May 31, 1972

The League of Women Voters of New Jersey supports the concept of rent levelling in a
situation of scare supply of rental housing. Most of the approximately 10,000 members
of the League in this state are neither landlords nor tenants, we approach the problem
as people without a vested interest. Our concern is for an adequate supply of decent

housing to insure an equal opportunity for all citizens to live where they choose.

We would support a Bureau of Rent Levelling in the Department of Community Affairs as

a possible means of protecting people who are very vulnerable in the current situation
of scare supply. We would prefer that this agency be given judicial as well as admin-
istrative powers. We suggest that instead of merely supplying information and assist-
ance to tenants and landlords, the Bureau should be given exclusive jurisdiction in
proceedings between them, with the power to settle disputes now vested in the County
Courts. We are afraid that A.656 as now written will add considerably to the burden of
the already overcrowded courts. Experience in civil rights cases, particularly fair
housing complaints, shows that both parties to a dispute may suffer during the time de-

cisions are made.

We testified in favor of some form of rent control last year. Since the June 1971 wel-
fare changes we are further concerned for those people who are now receiving a flat
welfare grant to cover all their living costs, without regard for the amount of rent
they must pay in order to find any'housing at all. Action brought by a welfare client
to recover excess rent already paid will not feed his children during the process. Fur-
thur, the low-income citizen is usually reluctant to go through tﬂe judicial process and

would be more inclined to deal with an administrative agency.

Experience of the New Jersey Division of Civil Rights has shown that affirmative action
must be taken to protect'citizens, that ‘the Division must seek out violations rather
than wait for complaihts. We would hope that the Bureau of Rent Levelling would do

more than determine the vacancy rate in each county, issue rules, and supply information

and assistance; that they would have some staff actively overseeing lease agreements.

(more)
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Testimony on A.656 -- Rent Levelling - cont'd. Page 2

We realize that regulation of rents in this critical housing shortage will not create
more housing, but we hope that the Bureau would help tenants not only to retain but to
obtain such units as are available without unjustifiable rent increases. We believe
the bill offers substantial protection to the landlord against improper use or damage
to his premises, and adequate opportunity to increase rents as his costs rise; or to be
reimbursed for service or capital improvements. There should be no necessity for him
to seek a tax surcharge from the tenant because of an increase in municipal property

taxes if the New Jersey Legislature enacts tax reform legislation as proposed by the
Governor.
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TESTIMONY OF IIAURICE M. VENERI
IN FAVOR OF ASSEMBLY BILL A-6506

Mr. Chairman and members of the New Jersey Senate, my name
is Maurice M. Veneri. I am President of the New Jersey Indus-
trial Union Council, AFL-CIO, representing 130,000 workers in
the factories, mills and offices of our State.

I want to say from the outset, that my organization is
£0lidly behind A-656 because our members demand that somofhing
be done; here and now to halt the escalation of rents in spite
of a freeze on wages and supposed controls of rents.

We are all-out in support of A-656, because we went to stop
rent gouging.

We want passage of A-656 so that people who rent apartments
won't have to live in dread of the time that their leases expire
and be faced with a 209 - 50% rent hike,

Everyone agrees that as far as the apartment vacancy rate is
concerned, New Jersey is in a state of emergency. Cur vacancy
rate is less than one percent. Government experts define an
emergency when the rate is below 5%, so we can see how far behind
Ve are,

It is precisely because of this acute emergency that many
landlords have acted to take advantage of the shortage and raise
rents to an unconscionable degree.

Our nembers report rent hikes of 25% -- 30% -- and LOZ.

Our members include your people who are starting fanilies and
who are renting their first apartments. They are being hit with
rents of 5200 a month and over for mediocre housing which they
cannot afford.

Our members include senior citizens who are starting to draw
their retirement checks and Social Security pensions. Their in-
cone is fixed, Their lives are tightly budgeted. Hov in the
world can they afford rent increases of $35 and $40 a month?
Where can they go? Whom can they turn to?

Our menbers include minority group members, thousands of
blacks and Spanish-speaking men and women, hard-working people,
vho are stuck in the slums through no fault of their own. hey
have been acsked to pay exorbitant rent incrszces for housing,
which has deteriorated beyond the stretch ol the imapsination.

Thece citizens need the protection of A-€56,



Why should they have to face evictiion proceedings because
they have been forced to withhold rents in a desperate effort
to get the landlord to go along with reasonable rent increases,
rather than the sky-high hikes they have hecen seeking.

The rent leveling formula which A-G56 provides, is eminently
fair to tenant and landlord alike. This formula permits rent
increascs at the time of the cexpiration of a lease at the same
rate which the U.S. Department of Labor's Consumer FPrice Index
tincreased cduring the period of the old leacse.

If the index shows a 4% hike, then rents will bc permitted
to be increased 4% and not 25% or 30%. In addition, landlorde
will be able to add on a pro rata share of any tax increases
inposed on him by the municipality where the apartment is located
It also allows for a fair distr:bution of the cost of captial
imporvements, in the form of higher rents, with the cost spread
out over the life of the improvement and shared equitably by
the tenantes.

As you can see, A-656 has been witten in such a manner as
to insurec equitable treatment for tenant and landlord alike.

ity organization believes thet by passacse of A-I5(, the New
Jercey Legislature will signal the entire naticn that here in
the Garden State in 1972, we took a first mezningful step to
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t has been said that passage of rent leveling vill be a
cicnal Tfor huilders to stop construction. We don't helieve it.

Wz can't believe that in order to remain in the buiicding business,
there has to be rent gouging.

Under rent leveling, landlords will retain the level of
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:nts, which are at the highest point in history. fThey will be
arle te asugnent this with periodic rent increase baced on coc:

increases.

Certain landlords feel that while their tenants are saddied
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e controls they have the divine right to exorbitant in-

We cay no. We feel that A-656 will enable construction of

azv bulldings to go on in the knovledge that there will be a
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¢ir return in the interest of the wholz economv,

In ccaciusion, I want to lay to rest the claim of certain
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builders, that labor is responsible for present housing shortages
and raised rents because of high pay scales in the construction
trades.

Government figures show that an average-pricecd home, costing
$9,700 in 1949, cost $21,500 in 1970, an increase of over 100%.
0f this $11,700 increase actual dollar incrcase in laor only
amounted to %500,

However, finance charges rose 1002, the cost of land rose
160%, vhile labor costs droped 15%. This was made poscible he-
caucse of the wide-spread use of labor-saving devices.

As far as labor being responsible for higher rentals due
tc increased maintenance costs, figures show that landlords are
paying 417 for debt retirement} 14% on taxcs; 9% for utilities;
130 for administrative costsy 16% for vacancies, bad debts, and
profits; and only 7% for labor costs.

We hope that the legislature will reject any plea for the
continuation of rent gouging in our state and instead pass A-656
in this cession.

Governor Cahill has moved in the ripght direction in amending
the Sears Committee tax proposals, by asking for a return to the
tenznt of 757 of all property tax reductions which is provided

Tor in the Tax Reforn Program.

o
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Rent leveling is an important companion picce

Froposal. The time for tenant justice is at hand.
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STATEMENT OF THE ASSOCIATED PROPERTY OWNERS
OF NEW JERSEY, INC. BEFORE PUBLIC HEARING
HELD ON MAY 31, 1972, on A656. .

The Associated Property Owners of New Jersey, Inc. is
a group of owners of multiple family residential propertles
primarily in the Paterson, New Jersey, area. It is our opinion
that cnactment of A 656 would turn a housing shortage in some
Lreas of the State into a housing disaster for all of New Jersey.

Rent Control Shrinks the Housing Supply

A 656 is a rent control bill. It seeks to impose
artiticial limitations upon apartment rentals. The terms "rent
leveling" and "stabilization" are euphemisms. This is a rent

control bill.

The Act is grounded on the basis of a housing emergency;
that there exists a critical shortage of housing space. The
obvious solution is to stimulate the construction of new apartments
and preserve the existing housing stock. Rent control has the
opposite effect. It discourages new investment in residential
property and accelerates the rate of abandonment of inner-city
housing where the need is greatest.

Rent control discourages new construction of apartment
units. Whether they are building for investment or for resale,
buildersknow that a rent controlled area is not a healthy one for
construction. They will, to a great extent, divert their -efforts
to the construction of single family dwellings, condominium units,
commercial and industrial properties. A significant portion of
residential construction is conducted by national building firms
that can easily shift their activities to neighboring states.

Section 17 of the Act exempts newly constructed housing
and dwelling space from the application of the Act. Certainly,
this is express reccgnition of the depressive effect of rent
control on new construction. Despite the existence of this provision,
new apartments will have to compete in the rental market with existing
apartments that are subject to rent control and rentals that are below
what the apartments would bring in the free market. Morevoer,
builders and investors will not lose sight of the fact that once the
initial rent is set, rent control will apply.

Mortgage lenders throughout the State have expressed great
concern about A 656. They know that rent control in New York City
has resulted in many mortgages that have been defaulted upon. Rent
control increases the risk in apartment house mortgages. An
increased risk will limit the supply of mortgage money vital for
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construction and raise the rate of mortgage intercest on ncew
construction loans and existing building refinancing. Ultimately,
the increascs in mortgage interest will be passed to the tcnants

in terms of increased rental. A mortgage guaranty plan or an
assigned risk plan for inner-city apartment house mortgages

(similar to the FAIR plan for inner-city fire insurance) would be
far better ways for the Legislature to deal with a housing shortgage
Lhan rent control legislation.

we would not be foolish enough to contend that the cnactment
©orent (Onthl loqlglatlon would bring apartment house construction
o, lete stop.  Nor should anyone be foolish enough to think that
e Sition of rent control will not have a substantial deterent
. ++oct on new construction of apartments.

Other Weaknesses of A 656

Rent adjustments under A 656 would be based on increases
in the consumer price index as published by the Bureau of Labor
Statistics. Many of the items which are used in determining the
consumer price index, such as the cost of clothing and food, are
totally irrelevant to a landlord's cost. On the other hand, the
cost of fire and liability insurance, fuel oil, maintenance and
repair services and other costs which directly affect landlordshave
skyrocketed in the past few years at a rate greatly in excess of
the increase in the consumer price index.

While A 656 does contain a provision whereunder a landlord
can recover the costs of capital improvements, it contains no pro-
vision whereby the landlord car recover the increased maintenance
costs resulting from such capital improvements. A landlord who
installs a swimming pool has the additional cost of maintaining it,
providing a life guard, etc. A landlord who converts a cold water
flat to a heated apartment should be able to recover the cost of
fuel o0il or heating gas.

The Act provides for the application of rent control on
a county-wide basis. Many of the counties in our State are so .
diverse that a housing shortgage might exist in one part of a county
while a housing surplus exists in another part of a county. Un-
fortunately, all projections are for a perpetual housing shortgage
in Newark, Camden, Paterson and other inner-cities. The influx of
therural poor, clearance for urban renewal, properties destroyed
by fire and not replaced, and a number of other causes not found
in the suburbs all contribute to a housing crisis that seems to
have no solution. However, in the same county, there are often
middle income and luxury units in the suburbs that have a vacany
rate of 7% or 8%. Should apartment rentals in Maplewood, Bloomfield
and Fairfield be frozen because a housing shortgage exists in Newark?
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The Act does not exempt luxury units. Is it desirable
{hat rent control apply to the pent house apartments in Horizon
lowers in Fort Lee, and similar units which offer spectacular
{acilities, tennis and hcalth clubs and similar amenities at rents
in cxcess of $1,000 per month?

The provisions permitting a landbrd to incrcase rents
Jduring a so-called housing state of emergency would_be almost
L oavible to administer. Landlords and tenants alike would have
.11 on accountants and lawyers to interpret the complexitics
1w and determine just what the proper rent is. Municipal
.t ate tuaxes are not finally determined until well into the
. .11 sear. The amount of increcase is not payable until the
.0 Lalf tax bills are received. liow does a landlord recover
.+ t.ax incrcase applicable for the first half of a calendar year
‘1om a tenant whose lease expired and who moved out on June lst?

LR

Control Over One Sector of the
Economy 1s Unfalr

The shrinkage in the value of the dollar is a great cause
for concern for all Americans. Increased rents are only one phase
of the problem. Clothing, food, transportation and medical services
are rising just as rapidly. Federal Wage-Price Controls apply to
all segments of the economy. Constitutionally, the State of New
Jerscy has very little power to control prices in areas of the
economy other than housing. To pick one segment for control is
arbitrary and unfair.

Federal Rert Regulation

- After considerable study, extensive Rent Regulations
designed to reduce the average rateof rent increases while allowing
the landlord to maintain a reasonable rate of profit have bcen
promulgated and apply to virtually all of the housing units that
would be covered by A 656. At the present time, even the advocates
of A 656 would have to admit that the Act is unnecessary and causes
a confusing duplication of effort. ‘

Constructive Approaches to. the Housing Shortage

If the problem is a housing shortgage, the answer is for
the Legislature to enact programs that will stimulate new contruction
and eliminate the abandonment of existing units. There are many
proposals presently before the Legislature that will do this. The
reforms proposed by the New Jerscy Tax Policy Committee which would
‘remove the crushing onus of real property taxes would be a great
step in the right direction. Programs which would encourage mortgage
financing, particularly in the inner-cities,would be another.
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1imination of unrealistic zoning and building requirements which
make the construction of new apartment units cconomically
untcasible is yet another answer.

Is Rent Control a Dirty Trick on the Poor?

Rent control works hardest on the inner-city poor by causing
.n actual contraction of the housing stock. In the suburbs, the
.\t of growth in the housing stock may be slowed but there will
.. row abandonments of apartment units by landlords who can not
Ccep up with cxpenses. The most vocal advocates of rent gontrol
L .lation arc middle classsauburban tenants who are more interested
ti.o1r own pocketbooks than in the terrible effect that rent
strol legislation has had around the country on the urban poor.

HE

(S

The New York City Disaster

Just across the Hudson River lies New York City which has
had a long experience with rent control. Before voting on A 656,
cach member of the Legislature owes it to himself and his
constituents to take a drive into New York City and see what effect
rent control has had. Rent control in New York City has been a
total economic, social and community disaster. The proponents of
A 656 argue that rent control under the proposed Act is "different"
but can we take a chance that our experience may only be half as
bad as that in New York City? Consider the case of Cambridge,
Massachusetts, where rent control was so terrible that it was
unanimously repealed only one year after it was enacted.

Legislative Courage

This is an election year. There are more tenants than
landlords and tenant lobbyists are very quick to point that fact
out. However, the New Jersey Legislature has never knuckled
under to this type of pressure. We are confident that the
Legislature of the State of New Jersey will have the honesty and
courage to tell these tenant groups that rent control is not in
their long-run interest because it will create a perpetual housing
shortgage to the detriment of all.

Respectfully submitted,
ASSOCIATED PROPERTY OWNERS

OF N JERSEY, INC.
L)
By : %

El1” Schwartzberg, Ppcdiden

U
P ‘ - e i - o—y
\.(_,L SN S TR PN

Neil I. Kilstein, Counsel
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QUAKER HOUSE

Nevo Jersey Tovends Conter Conmnitio:

33 Remeen Avenue. NYew Brunswick. M) 08901 (201) 515-8283

STMTIITRG Y: Donald T. eserve, Program dir.
Cualier Vouse
33 liemsen Ave.
Fetr “mmgwicli,l.d. 00801

DAT7: Jwmo 11,1972

I feel that thig is haclioally o pood bill tuat shoulfl
be cupported but I do have several corments om its impllicatlons
and also a feoir new provigions that I feel should be added.

As & trained archiltect end also belny familior with some of
the housing wroblons in jew Primswlgl, lew Jorgey, ad in
gameral, 1 cimport Assembly 411 ACS56 and encourage the
study committce to0 indovese it and recoumend 1lis enactmeni
by the Assembly.

YAY THIS DILL IS MATDSR

Mme of the mejor prohisns with housing is that the
business interests involved are concermed With malbing a profll
end a ood return on thelr invesdtmants. I gressiom the idea
of making a profildy or money or Droporty withoub providing
any sorvices or herelits in ratiri.The extra dividends of
larre lavdéotmerg sze net a nayoand for couething nrovided
but en added return for doin: nobhinge really. Auy rotim
on investents is not a ¥Ifair rebuwrnf, “his igc ai evamnle
of the poucr aud privilere that tornants do not have but
that landoimers do. I quostlion a syate: that 2lloute profitis
to be made o wealth and thus sllcewdng the investor cor rroperty
holder {c accunulate more wealth for no effort on their nart,

"o law of supply and denand does nct rork for
nouging boesuss the somsiruction industry ic based on profit
notives and rot on what is demanded or needed fron the industry
to sive evorycnc 2 decent home. A docont home for all was
firstvoiced by the sovermment in & 1859 FHousing Ast and the
narket has not 'uorled itself ouit! vei in the intereszsses of
the gwmeral health safety and welfars. A shortags of housing
ey indeed be esleulated o raise the denand and thaorefore
inflate the rents or it nay be a eittomd to lLeep certain
fwmdersiratlet neople out of o conmmity such as the lack
and peor. The landlords clrecdy have nany rights and tox
henefits that tomants do not. The rmarlet has already been
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Sumae3ead it 4 Porse of Cho comown ond 2ol agdote inhayenis.
i Bnese Laelinesy iatovests are wiing tholy wealih and

nouer to mee that tho nariet 1s not tarpered uith in {favor

of the tonent.If the gemeral welfare 312 not protected or
provided for privately, ihich 1t prohably siever will be

in fmorica glven the raclsm and nrivate interoats, then it

is the bustmecs of geovernmant %o cerve the generai rublic

hy passing hills sueh a3 Asgertlymen: Thowas ¥ean®s nant
atabilization 2111 No.Al50. The busiiess of rovoerrnent is

not husinese bubt in gerving peocinle.

PROJLINIS POR COWPLGTATGAS LI(NE oW o3ude 10K

A discrintion of tho present sltuaiion in ilow
srungirick may help in understanding the pill and The 1ne-
plloations of continulng vreosent olrcuistamces. AL presant,
& nurher of condliéions causse the inflated ranis in ey fArunsuwiei:
as just ome cf many vroblens. "y corments can ba subalantistod
by studying &the rsports of elther the ilddlesex County Flexming
Noard or tha Flannins 3oard of the Clty of lisuy ivunsiwlcl.

™ere 13 & sreat deal of cougotition for the eilating
housing mits in New 3rumavick. This gearch for housing and
the demand for mors wiis comes lergwly from Rutrers Htate
tniversity siudonts ond the roor or lags fartunebs. The
critical shortace of rental units,vith a vacaney rat. of
legs than 27, end the crowing age an? Jdoterioraislny conditiong
of many of the rontal wmitsg,make 1%t more dirfficuli for ithe
Hlackse?uerto Tiocang, the poor, the elderly, and rocent iu.-

rigreants to seecurs rafe ganitary duvellings at reascnable
vrices.

The receatleorpe St. Urdan rexewal PFroject, thot is
relocating 182 fantlies into existing housing stock, cnd the
past projests of the Plaza Site, which 1s malnly & paridng
1ot uwhere hcusing used to be, and the noube 13 prcojeet, uiilcn
also tors doua o0ld houses for a road end inaoccegsable park,
have rmade the situetion nore critical. 'he peopls who
had to vacate Ltielr resilonces for governmment wrojects
are in a rore critical housingz situation now, instead of
the raneual efforts actually eliminating the housing orisis
and suoplyirs these groups wmith decent housing. A receny
large project called rew NBmmswick Homes is an example of
the vertical sieitos that the poor are the viotins of when
new housiny is built.

T™he neirhboring to:mohipe have not takeon their sghere
of federally aldel low-noderate inocome housing dbut instsed,
they sell out to developers end other profit interests thac
turn their landscapes iato the suburbon spravl of syread cltv.
A towm lile llew “runswick does not have its needa et by
thic tyie of sumwban develows oMt hecauss thoon yhno puffer
moat frow the eritisal cupnly of vewigl wing aan os arford
to buy thelr way into these restrictive and Cigeeininatery
cormunltiea. 'ic guroly of new homes, Lounhcuses, etc. ylus
the problems und rrejudices the uwoper-pllide class neve
cratnot uwhanorsan, covds the UCzlletow-fo puaming oul of

eiota

the ¢itioz. "he noor and laeck esnecially are Lthen lerl's

T - Y. M T U U
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STUYVESANT TENANTS ASSOCIATION
1860 MANOR DRIVE
UNION, NEW JERSEY 07083

May 31, 1972
PUBLIC HEARING IN TRENTON ON RENT LEVELING
AND OTHER TENANT LEGISLATION

I am the president of the Stuyvesant Tenants Association of
Irvington and Union. I represent 1,200 families. Most of these
people are senior citizens living on fixed retirement or Social
Security income. At one time their rent was increased a I w
dollars at a time. But now they receive 10 and 20 and 30

dollar increases every few months. Essential repairs and
maintenance are criminally neglected. The landlord's attituds
is "if you don't like it leave." The opponents to rent legis-
lation cannot deny that these tenants are suffocating so they
are using false arguments and fear tactics. Let us examine the
opposition step by step.

1. Rent control -- They point to New York and say look at all
of the abandoned buildings because of rent control. Nonsense --
There are plenty of abandoned buildings in Newark and other parts
of New Jersey without rent control. But even if rent control
does cause buildings to be deserted, we are not faced with this.
We are not asking for rent control. Rent control in New York
means that the rent cannot be raised for any reason until the
administration decides to allow an increase. Because of this,
landlords were not able to even recover rising costs of repairs,
maintenance, taxes, mortgages, etc. In New Jersey we are

not asking for rent control -- we are asking for rent leveling.
Rent leveling is a concept which is not -- I repeat -- not
rent control. It permits a landlord to increase rent to cover
costs of repairs, maintenance, improvements, mortgage, cost

of living increases, plus a fair percentage of profit. I

repeat - this is not rent control -- it is an attempt to allow
landlords to earn a reasonable profit instead of the present

system of the sky's the limit.
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Cevefiong, thvh vils conalderation, nove RuviUiim srenin

be =uda for Lue 3nacfﬂehb of the )i?l in individusl
muntoinnlities wheore 10 Ls Geenaed nee'ssux, fer vnels
generel welfarve. Pasiocally, I feel that some form of rent
control). or ctadilizatica should be apvlieﬂ unlvwrsally
heosuge the proviems of axcessive and wmfal» rent incrsases
4o not just occur where thers 1z 2 ghortace dut wharever tno
iandoviney wants to made 2 hizh return of the invesbuant.

I world =04 cone worae provision te section 2 of ¢
Hiil. That ie one that would make Auspections necez:apy
»hen a housing wnit ;joes on the narknt and whoen therv 19 a
turmover of t"nants. “any commamities ave lax in navlng
inspactitms but this provision would proteot hoth the lendlord ’
in terme of shuge to thn provarty, and the tanant, Iron beins
rented & nnit with hullaing or hea vith ocde violations.

a4 thege feu additicns, T repsal my raconmendnvion
that the “mM1Y ve ragsed by the osgawhly anl enacted in the
near fubure. “vank you Tor ziving: wny rasadtzs comsiderntiom,

SM{'}?««———-’\
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Assembly Committee on Municipal Yovernment

Public Hearin% on A-856

My name is Paul J. Krebs, and I offer this testimony in support
of Assembly Bill 656, the Emergency Rent Levelling Act.

I wish to express my support for this bill in the strongest
possible terms, because it will provide for harassed and explolited
tenants a measure of protection they require from the real estate wnt
operators and speculators who seek to profiteer upon the plight of
low= and middle~income tenants,

A=656 specifies that when a landlord's operating costs snd taxes
go up, he is free to raise his tenants' rents a corresponding amount,
an eminently fair provision.

Penants have no objection to paying their share of increased
costs, just as they are going to insist upon sharing any decrease in
real estate taxes, if the Legislature should enact a bill to reduce
property taxes in New Jersey.

But, tenants are justified in their determination to avoid being
gouged by greedy landlords who will use a 2 % % increase in operating
costs as an excuse to double, or even triple their rents.

Many New Jersey landlords appear stung by the accusation that
their opposition to rent levelling legislation is based exclusively upon
greed. These landlords have an opportunity now to dispel this notion
by withdrawing their opposition to this wise, and necessary piece of
legislation.

The long=-range solution for the pdight of harassed and exploited
tenants, of course, is a vigorous program of federmlly-funded public
housing, at rents which American workers can afford to pay. If I am
elected to the United States Senate, I will support such a program. -

But, even if this program should start tomorrow morning, it
would take 10 years for sufficient housing to be constructed. In the
meantime, the rent levelling legislation under c onsideration todsy is an
absolute requirement for the tenants of our state, éo many of whom are
low- and middle-income workers, senior citizens, and minority group

members,
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STUYVESANT TENANTS ASSOCIATION

1860 MANOR DRIVE

UNION, NEW JERSEY 07083
NOMELT-OARDNER, Rsssidont—" " o 11' { 7z , L VLG ATUATID WiTH
MAURICE FENICHEL, Vresident  ~ ~ =7 " 10 5 7 T l T W JERBEY TENANTS ORGANIZATION
FAYE SILVERSTEIN, Treasurer o o e
ANN PAND, Recording and Financial Secretary ( '

SOPHIE MITZMACHER, Corresponding Secretary
201 - 371.3566
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STUYVESANT TENANTS ASSOCIATION
1860 MANOR DRIVE
UNION, NEW JERSEY 07083

We are told that the main problem is that there is a sacrttage

of apartments and we have to construct more. And if we pass

rent leveling legislation, this will discourage the badly- .
needed construction. There are two answers to this:

First, rent leveling permits a fair profit, so way should

this deter honest construction; and Secondly - it will taie

years for the construction to get caught up with need and

tenants need a life preserver right now.

3. There is a group in New Jersey that you may have heard

of -- they pretend to represent the Homeowners. As far

as I can see, they do not represent anyone except a few

wealthy landlords who are pretending to represent an

imaginary, non-existant group of homeowners. The message

they are sending to all Homeowners is that rent leveling

is rent control. They are trying to convince homeowners

that rent leveling will cause reduction in taxes for

landlords and that homeowners who are not landlords will

pay higher taxes to make up this deficit. Some homeowners i
actually believe this. They don't realize that even by
stretching the imagination, you cannot really show how

rent leveling will lower taxes for landlords The only con-
nection between rent leveling and taxes is that it permits

the landlord to include taxes in his rent.

4. Next, we have those who say that the Governor's tax
package allows tenants to deduct rent from the proposed
income. This is like telling a low income family that

they can deduct a $1,000 contribution to charity from

their federal income tax. I am sure you realize that you

do not get $1,000 back by deducting it but merely recover the
percentage of that 1,000 dollars represented by your

tax bracket percentage, say
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STUYVESANT TENANTS ASSOCIATION
1860 Manor Drive
Union, New Jersey 07083

Robert Gardner, President : Affiliated with
Maurice Fenichel, Vice-President New Jersey Tenants
Faye Silverstein, Treasurer Organization

Ann Fand, Recording & Financial Secretary
Sophie Mitzmacher, Corresponding Secretary
201-371-3566

20% for the poor family. The same holds true for the proposed
state income tax. The allowable deduction for rent would not
only be less than it appears but it would encourage landlords
to raise rents to even more exorbitant levels. The truth is
that in reality a state income tax will help the poor tenant
little more than does the Federal Income Tax.

5. An argument used by opponents to this cry for help for

the exploited tenants is that homeowners have roots in the
community and thus contribute more to it,whereas tenants are
more transcient, less permanent members of the community.

To begin with, almost half of New Jersey's residents of 7
million + are tenants and using the 1,200 families in our
garden apartment-complex as an example: many have lived

there over 6 years, they have friends and other relationships
in the community, their children attend the schools, and

they consider themselves as permanent members of the community
as do any homeowners. .

6. A final voice of opposition I would like to mention is

the cry that this is supposed to be a free enterprise system -
and they are right. But, whether we are talking about United
States imports or great monopolies or tenants, there are times
when emergencies make it necessary for people to be protected
from dangerous threats to their very survival.

MY CONCLUDING STATEMENT IS THIS: Right now rent increases

are limited by the terms of phase 2 of the President's
economic freeze program, but millions of landlords are

planning to increase rents in leaps and bounds the moment

the freeze is lifted.

Maurice Fenichel, President
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May 27, 1972

Members of the Legislature,
Gentdemen;
I wish to express my opposition to ASSEMBLY BILL #656.
Without going into all the details of the bill, I wish to express
opposition to the recommendations on the grounds that they are generally

impractical and appear to be discriminatory against HOMEOWNERS.

Perhaps if rent control is necessary, a bill should bte
composed that is more specific . The blanket recommendations are,
as I interpret them, to be protective of all tenants, especially thdse&oﬁa4j/
incones are higher than many homeowners incomes.
Some legislation is needed to prevent the minority group of
RENT GOUDGING LANDLORDS from existing and at the same time PROTECT THE
HOMEOWNERS FROM BECOMING UNWILLING HOSTS who must bear the brunt of costs
for maintaingng the property and PROTECT HOMEOWNERS FROM BECOMING VICTIMS
of the rieing costs of living, while the tenants live securely, untouched
by 1increased expenses and pootected by legislation from sharing their

rightful responsibility .
Very Truly Youre,

T St Lo,

Lillian A. Single
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ERS ASSOCIATlON

0. Box 2
Hacenaask ¥07602, N.J.
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May 29, 1972

Dedicated to the Betterment of Hackensack

Hon. Frank Megaro,
Chairman of the Commigtee on Municipal Government,

State House,
Trenton, N.J.

Dear Sir:

We, the undersigned, President and Vice-President of
the Hackensgck Homeowners Association oppose Assembly
Bill #656 for the following reasons:
The multiple dwelling taxes in the City of Hackensack
are based# on income only. The rent control would re-
duce the yield of taxes amd as the cost of publie
services sontinue to rise, the individual homeowners
will be forced to absorb the additional tax burden.

We oppose the enacting of any rent control as we
believe that it would place an unfair burden on home-
owrers and fail to produce the housing which New
Jersey desperately needs,

Very truly yours,

Hans Kobin - President




5/31/72

Mr. Chairman, Members of the Committee

A previous speaker, Mr. Levine of Lakewood, has
pleaded for prompt action on 656. May I, as a
representative of the Mayor and Council of the Borough of
Roselle, heartily concur. We have made this scene before.
Our community officials have so many times in the past,
exercised all the means at out command to bring about some
form of tenant refief in the area of rent stabilization.
We have requested enabling legislation; we attempted to
pass our own ordinance, recognizing the futility of this
action; we have sent resolutions supporting a long line
of previous bills aimed at some form of rent stabilization:
and I myself spoke at last year's hearing conducted by
Sen. Rinaldo.

Everything else failing, our Council, in an attempt
to emphasize our objection to those landlords whose
unconscienable rent increases began wrecking economic havoc
among many of our tenants, directed those departments
having jurisdiction, namely the building inspector, fire
safety inspector and health officer, to follow up every
legitimate tenant complaint and make strict and regular
inspections, demanding total and immediate landlord
compliance with any and all violations. Perhaps, one
would consider this form of pressure on a landlord as
immoral, but when one is playing against a stacked deck,
it behooves him to use all proper means at his disposal.
As an aside, this program has been successfal in
negotiating one lease and in other instances, at least
securing those proper services and conditions for which
the tenants had been dearly paying. -Don't force those
of us on the municipal level to have to deal in this
fashion.

From all of this, you would gather I come from a town
with a very large percentage of apartment dwellers. Not so,
our town is basically composed of private residences with
a moderate number of apartment dwellers. However, our
problem is compounded by a practically zero per cent vacancy
rate and a lack of buildable land. 1In fact, one of the
last sites was recently deeded by the borough for the
erection of a Sr. Citizens apartment unit which will begin
construction this summer.
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Economically, the majority of our tenants fall into
two distinct categories, those living on fixed incomes,
and those of the newly married generation, both of whom
can least afford the exorbitant rent increases of the
past years, and who look to you for some form of security
under a fair and equitable rent stabilization program

Give us this bill.

Jerald H. Biener
Councilman-Fifth Ward
Roselle; N. J.
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39 Ramapo Hill B1vd
Oakland, N. J.
Dear Sir,
Our Family is deeply concerned as homeowners about
bill #656 which will produce rent control and thus impose

additional taxes on us. We vehemently oppose this bill!

Sincerely,

Mrs. Edward Grauger
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343 Calvin Court
Wyckoff, N. J. 07481

Mr. Frank Megaro, Chairman
Committee or Municipal Government
State House

Trenton, New Jersey 08625

Sir:

I join the many New Jersey homeowners who are opposed
to Bill #656 which provides for rent controls, Rent control
will put the burden of rising costs on the homeowner and
property taxes will skyrocket. Also, this is just one more
government cohtrol measure and will lead us one more step
nearer to socialism.

Please do all you can to prevent the passage of this
bill,
Very truly yours,

(Mrs.) Wilma C. VanderHoven
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343 Calvin Court
Wyckoff, N. J. 07481
May 26, 1972

Mr, Frank Megaro, Chairman ‘
Committee on Municipal Government
State House

Trenton, New Jersey 08625

Dear Mr. Megaro:

Bill no. 656, which provides for rent controls, will
be a detriment to the State of New Jersey if it is passed.
This bill will place the burden of increased costs
directly on the middle-class hard-working homeowner who
will have to pay additional property taxes.

The middle~class person is becoming fed-up with
supporting local, state and federal schemes. The burden

is becoming too great!

It would be appreciated if you would do your utmost
to prevent passage of bill no. 656,

Very truly yours,

John W. Vander Hoven
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678 Mountalin Ave.
Wyckoff, N. J. 07481

Mr. Frank Megaro
Chairman: Committee

or Municipal Government
State House

Trenton, New Jersey 08625

Dear Sir:

As a New Jersey homeowner, I am opposed to Assembly
Bill #656 and all of its rancifications! As a member
of the John Birch Society I believe that any kind of
Government Control put on individuals is extremely
dangerous and will lead to eventual total government
control or totalitarianism.

Very truly yours,

Mrs. Janet Williams
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330 Calvin Court
Wyckoff, N. J.

Mr . Frank Megaro, Chairman
Committee on Mundcipal Government
State House

Trenton, New Jersey

Sir,

I join the many New Jersey homeowners who are opposed
to Bill #656 which provides for rent controls. Rent
Controls will put the burden of rising costs on the
homeowners and property taxes will skyrocket. Also, this
1s just one more government control measure and will lead

us one more step nearer socialism.

Please do all you can to prevent the passage of this
bill. v

Very truly yours,

Mrs. Paul L. Culler
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