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Chapter 51, Laws of 1960 was the product'of a long search. For
more than 30 years, New Jersey had sought a real estate assessment stand-
ard that would fecognize differences in local practices and facilitate
equalization of real estate assessments more realistically than under
the traditional "true value" standard. Closely related to that goal had
been the desire to establish a workable basis for assessing tangible
personal property according to measurable standards capsble of equali-
zatione

No tax measure can be fully understood or adequately appraised with-
out reference to the environmentin which it was developed, Bécause
Chapter 51 was a distillation of so many diverse forces operating over
so long a period, it is appropriate to review some of.the highlighﬁs of
its background, |

A. The Settings The Old Constitution and Early Studies

New Jersey!s original 18L); Constitution contained no provisions re-
garding taxation, Not until 1875 was the Constitution amended to estab-
lish the so-called uniform "true value" rule for the assessment of prop-
ertye The amendﬁent reads

Property shall be assessed for taxes under general

laws, and by uniform rules, according to its true

value. (Art. IV, Sec. 7, Par. 12)
In the decades that followéd, the true value doctrine became solidly en~
tranced in the'thinking of New Jersey Legislature, who reinforced it by
statutes A consistently "liberal" judicial interpretation of the stand-

ard persuaded meny that the law was being upheld, even when it was quite

clear that assessments often represented neither uniformity nor true value,
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App01htment of the uomm1581on to Investlgate County and Mun101pa1 Taxa- v
vtlon and EXPendltures 1n 1929 Was the begxnnlng of what may be descvlbed L

-as tbe current tax rePorm movcment

The 1929 Gomm1551on° The Comm~351on reported two years later that

fstate eauallzatlon of 1ocal property assessments was a necessary'but o
:ueglected part of property tax admlnlstratlon@ It harshly‘crltlclzed
. the true value standard, condemnlng 1t as an excuse for refu31ng to ad—

- Just Lnequal assessments. The Comm1351on charged°‘

“seesThe prlnclpal effect of thls constltutlonal and
‘ stauutory rule has been that of serving as a basis
for certain decisions which have %tended to perpetuate
rather than eliminale assessment inequalities. The
~courts have relled on the full value rule in decline
ing to give relief in cases where relative over=
~ asseéssment has been admitted, on the ground that the
plaintiff could not" establlsh the assesmuent of bi
. own property at more than its full value....

- To ellmlnate the use - of the true value standard as a. shleld for d;s-

fcrlmlnatlon, the Comm1331on recommendﬂd that uniform1ty5 not true value,

_be made the goal of a%sessmPnu.‘ Foreshadow1ng "common 1evel" 1egislatlon B

vto be 1ntroduced almost thlrty yearb later, the Comm1331on concluded that:-q’

 .equa1;assessments were-de51rab1e, but the»level at'whlch equal;zathn,'ilb

”was accompllshed was unlmportanﬁ°"'

oesoThe moSH 1mportant thlng in ‘this connectlon is
"Qunlformlty of assessment, It mekes no difference
in relative tax burdens whether this uniformity be
. established at 10 per cent or 80 per cent or 100 o
. per cent of the true value, as long as there is a
 general observance of whatever basis may be deter-
-mined upon, If it is impossible to interpret the
" present constitutional rule as an emphasis upon-
uniformity of assessment basis, then a new rule
is needed, After all, "true value" is not some-~ =
thlng absolutely flxed and.deflnlte, 11ke the ‘
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pole-star. Articles for which a free market

exists have a fairly definite market value.

The increase of the forms and parcels of prope

erty for which no free market exists compels

greater reliance upon judgment and upon the uni=-

form application of a technique for approximating

this wvalue., Since individual judgments vary,

there is still greater need for basing the assesse

ment upon a technigque which will represent a fairly
general community opinion as to basic relative valusSe -
The chief emphasis, in both assessment and equalization,.
should be upon the attainment of uniform assessments,
the listing of all properties at approximately the

same proportion of their true valuCeesee

Besides attacking the.true value standard, the Commission considered
other aspects of Wew Jersey's property tax systems It discussed the ex~
clusion of tangible pgrsonal property from taxation as general property
and decided against it, To those who favored the exemption of personal
property on grounds that it could not be assessed properly, the Commission
replied that the difficulties lay not in the nature of psrsonal property,
but in the attitude of the asséssofs.‘ The ébility of the local assessor
to evaluate personal property (other than household belongings) was qualie
fied, argued the Commission, only by his will to gain results, In these
words, the Commission placed the burden of overcoming thé problems of
personal property assessment upon the assessorss

sneslhe argument that the assessment of personal prop=
erty other than personal and household belongings pre-
sents insuperable difficulties may be brushed aside,
The task is less difficult than is the assessment of
real property, provided the assessment agencies are
properly qualified for the task and are willing to
approach it as a real part of their job rather than

as something to be glossed over as unimporiant and
unnecessary. The requisite morale, or “esprit de
corps’, for an adequate assessment of personal prop=
erty must be built up, but the leadership and guidance
of the state tax department in its supervision of

the new local assessment organization, may bé depended
upon to accomplish this change of viewpointsees
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Nevertheless, if the Commission denied that tangible personal prope
erty was unéssessable, it did concede that some classes of property (such
as‘tangible personal property) could be taxed differently from real estates

voself property as such is to be taxed, it is extremely
difficult to establish a case for taxing some classes
while exempting other classes, This does not mean that
all classes of property are to be taxed at the same rate
or in the same manner, It does mean that there should
be recognition of the rule of universality fo the exe
tent of providing that all property owned in the state
and used for private profit should be taxed, as property,
in some degreCovoe

In the case of household personal property, the Commissionvwas
sympathetic to the view that the difficulties of assessment were insuper-
able, In 1931, as now, household personal property was recogmi;ed as
something which could not properly be taxed as general propertys Admin;,
istrative convenience and economy were givén as the reasons for the
Commission‘s_recommendation that household personal pﬁoperty'be exempteds

evssThere is one concession, in the taxation of pere
sonal property, which may be made on grounds of ade
ministrative convenience and economy, This is a
reasonable exemption of household goods and personal
belongings, Such an exemption would apply universally,
since every individual and every household possesses
equipment and belongings to which the exemption would
apply, The privilege should extend to such things as
clothing and furniture when used by the owner for per-
sonal and non=profit purposes, There is no better
reason for exempting the furniture in a furnished
apartment than there is for exempting the building

or the land on which it standScese

The Commiséionls 1931 veport concluded with an analysis of the needs

of the property tax system as a whole, It urged a sweeping reorganie
zation of the assessment process, stressing specifically the need for
assessment districts large enough to provide adequate facilities and to

command competent assessors, In this respect, the Commission!s con-
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clusions resembled those reported more than a quarter century later by '
the Commission on State Tax Policy, which suppofted county assessment
districtss

eessl complete reorganization of the machinery of
assessment is imperatively demanded, if the existe
ing defects and difficulties of property taxation
are to be cleared away. In fact, without a sweepe
ing change it may safely be predicted that little
improvement may be expected in this quarter, In
view of the importance of the property tax, now
and in the future, as a source of revenue, it is
scarcely too much to say that this is the most
significant single reform to be introduced,

The general character 6f this reorganization has
already been indicated, The assessment districts
should be enlarged, in order to permit the appli=
cabion of a uniform technique and standard of assesse
ment over larger areas., This enlargement of dise
tricts will mean that all assessment will be done by
more competent and more carefully trained assessors.
It will transform the process from a casual, intere
mittent, often haphazard affair, into a continuous
investigation into the facts which underlie the uni-
form determination of values.

A standard, uniform technique of assessment should be

worked out and installed, Some boards of assessors

now use many of the features of such a technique, but

with larger districts a much closer approach to general

uniformity of method would be realized, Since uni=-

formity of assessment is so important for an equitable

distribution of the property tax, the significance

of this change will be apparentesse

The recommendations of the Commission to Investigate County and

Municipal Taxation and Expenditures apparently went unnoticed, By 19kl
‘the inequities of the property tax structure once again brought out the
investigatorss Joint Resolution li, Laws of 19LlL, created the Commission
on Taxation of Intangible Personal Property, to consider problems associated

with erratic assessments of intangible personal property.
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Commission on Taxation of Intangible Personal Propertys Although

legally ﬁaxable at true value as part of the general property tax base,
intangibles had by custom been assessed at nominal values or not assessed
at all, But a few municipalities violated this tradition by assessing
large blocks‘of intangibles held by New Jersey corporations with situs

at their statutory office, Called "tax lightning," these unanticipated
assessments led to the "colonization" of corporate statutory offices in
Flemington (Hunterdon Ccunty)5 where the nominal location of intangible
asselts made it possible to minimize the tax by combining large taxable
vvaluations and small local budget requirementse.

Acting upon recommendations by the Commission, the Legislaturé in .
19L5 exempted intangible pefsonal property from taxation (Chapter 163,
L, 1945), The same Legislature amended the Corparation Business Tax Act
to provide for the taxation of corporations on the basis of their net
worth allocable to New Jersey. Here was an example of a property tax
problem solved by a‘"replacement." While they were not taxed on ine
tangible personal property after 19L5, corporations did, up to 1958,
peay replacement taxes measured by their net worths since then, they
have been taxed on nel worth and net income.

But replacement taxes could not solve all New Jersey's property tax
problems. The Commission rediscovered the ills of the trﬁe value stande
ard. Resurrecting the hitherto ignored words of the old Commission to
Investigate County and Municipal Taxation and Expenditures, public hear=
ings held in 19L5 by the Intangible Property Commission revealed a widew

gspread and persistent anxiety about the vulnerability of tangible personal
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property to unaccustomed level

quirement,

Iocsl tax officials

s of assessment under the true value ree

and business taxpayers alike called for

a revision of the assessment processs

Anthony F, Daly, Assessor, New Brunswick, New Jersey
]

I feel as tax assésuor that the tangible and ine.

tangible taxes shéuld be taken out of the

hands

of the local tax assessorq and placed with the

State Tax Comm1581oner.

As several of you gentlew

men have stated here, they are discriminatory bee
cause while we ha&e a State law, each municipality
has its own law, so there are being admlnlstered
531 different laws,

s Hudson County'Board of Taxation

Leo Rosenblum, Pr951dent

The texation of all tangibles at the full local rateé

is impractical and works a hardship on the taxpayer,
Particularly is this true in the taxation of inventories,
as distinguished from machinery and equipment, whether
comprised of raw materials, goods in process'or finished

goods,

to six per cent of
- fair,

As a practical maf
and assess such pe
basis, usually fa
throughout the St
inventories would
fusion,
of the assessors

seldom uniformly,
treat the problem

To tax these inventories at anywhere from five

their full value is manifestly une

blter, most assessors ignore the law
srsonal property on some arbitrary
» below bthe true value, An analysis
ote of the verying taxes paid upon
produce a story of complete cone

The merchant or manufacturer is at the mercy

He is taxed too little or too much,
My experience is that local assessors
of tangible personal property on

‘a purely hite~and-miss basis,

They are neither equipped

nor prepared for the problem, and the uniformity demanded

|

by the Constitution and statutes is shockingly disregarded.

Tangible personal

property cannot be assessed properly

unless it is administered by a specialized and efficient

assessing department,

and they should be

Local assessors cannot do the job
relzeveda '

J. H, Thayer Martin, representing the Newark Chamber of Commerce

The Newark Chamber believes that the proper solution
of ellmlnatlng the present method of taxing personalty
lies in some state-administered tax which will treat






all property of like class throughout the State
on the same or exactly the same basis =« all prope
erty, that is, that is devoted to business use.

Russell E, Watson, Counsel, N. J. State Chamber of Commerce

It is the part of wisdom to treat taxation of ine
tengibles as a separate subject by itself, Solve

it in some equitable way in accordance with the best
interest of the State of New Jersey., Then undertake the
solution of the problem of tangibles, Solve that in the
same way, and move to the subject of a replacement btax,
also as a separate individual subjects -

The Commission on State Tax Policy: - The Commission on Taxation of

Intangible personal property recommended that the Legislature placé tax
study on a continuing basis by creating a permanent Commission on State
Tax Policy.‘ The 1915 Legislature created such a Commission on State
Tax Policy (Chaptef 157, Laws of 1945) aﬁd charged the following:

Engage in continuous study of the State and local

tax structure and related fiscal problems, with
particular attention to (a) 211 laws relating to the
assessment and collection of taxes in this States

(b) all proposals for change in such lawss and (c)
the impact of Federal tax laws of the State financial
structure,

Determine the respects in which the existing tax laws
may be simplified, modified, rearranged, consolidated
and revised to insure greater efficiency in the assesge
ment and collection of all taxes,

The State Tax Policy Commission's first report, issued in 19L6,
marked a bridge in thehistory of New Jersey'!s journey toward a revised
property tax structure, The Report restated the longstanding objections
to the discriminatory true value systems

The Commission has deemed the subject of local prop=-
erty tax administration one of its major responsi-
bilities, In this field, it has already been noted

thet the taxation of tangible personal property, the
improvement of real estate tax administration and






the development of equalization procedures are iN=
portant matters for future attention.

In this sense, personal property is not now and never

has been truly a part of the general property tax bases
But the letter of the law which places it within that

base has caused nesgotiation to be substituted for taxation,
and an uchealthy atmosphere of caprice to take the place
of clear cut official responsibility., The result, to be
expected under such conditions, has been discriminatory,
unequal and sometimes arbitrary assessments,

Under the personal property tax as now applied, cross
currents of favoritism, inequalities and inequities
are so extensive, and in many cases so compounded,
that the establishment of equality of treatment must
be expected in and of itself to produce some marked
tax readjustments with respect to individual taxpayers
and municipalities., Bub it is equally evident thab
the longer action is postponed the more difficult re=
adjustment will become,

To that old indictment the State Tax Policy Commission repért added
a series of recommendations‘which formed the basis.for tax reform debates
for the next 1 years, and, indeed, meny of which were included in
Chapter 51, These are some of the 1946 report!s recommendations:

Machinery, tools, equipment, furniture and fixtures
used in business be state-assessed at true value,
which shall be nresumed to be book value but not less
than 20 per cent of cost so long as an item remains
in usey and that such property be assessed at one-
half the local general property tax rate, but not in
excess of the previous year's average state rate,

The present property tax as applied tc business in-
ventories of raw materials, work in process, semie-
finished goods and stock in trade be abolished, and
that in lieu thereof there be adopted a “general
business excise tax" at the rate of 2/10 of 1 per
cent upon the value of goods produced in New Jersey,
in the case of manufacturers, and on the gross volume
of business in this state, in the case of all other
enterprise (with certain exceptions),

pE
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The “taxation of household goods as property be
completely abandoned, and that the municipalities:

- be given the power to impose as a matter of local

home rule an occupancy tax which would apply in ,
such manner as the 1ocal governing body may determinee -

“The taxatlon of farm personalty vemain as at presemt
to be administered under the general property taxa '

The “entire amount be returped to the respectlve
. municipalities in which the property or bu81ne3s
- giving rise to the tax is located, except for 5

per cent of the total shall be retalned by the

State to pay the COst of admlnlstratlon. '

‘B. Maklng Reform P0551b1e° The Gonstltutlonql Conventlon of 19h7e_

‘AS=lS so of en the case with important events, one cannot really
understand the’ 81gn1£10ance of the actlons of tne Constltutlonal Conn
vention of 19L7 w1thout flrst becomlng familiar thh the 01rcumstances B
'.fsurroundlng them, The “tax env1ronment of 19&7 can be described in the e

:1follow1ng termS° \ | |
l) The true value fequlremert had become a bar to audlclal relief
'from.dlscrlmlnatory assessments, 1n whlch some taxpayers were assessed
trmore ‘than others but still not in excess of the constltutlonal standard |
of true value. { | |

2) Tax reform‘wes in the alr, and there was a w1despread conv1ct10n'.f

7 thet more flex1b1e tax policies hou_d be adonted at the State and 1ocal

v levels.

) CTass II Rallroad Property (assessed by the State and taxed for _1;3:3-'

the beneflt of- 1oca1 tax1ng dlstrlcts) had ‘been taxed since 19&1 at a ‘ff

B unlforn rate (3p), 1ower than general tax rates appllcable 1n 1oca1 dls-A:’ -

: trlcts whe q< 1arge amounts of rallroad oroperty were 1ocated. Those dlS—"‘1 

trlcts mere pre351ng for a return to local taX rates.’
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i) Intangible personal property had just been exempbed from taxation
as property (1945) to protect it from tax lightning, But there was still
a general belief that tangible personal property was also vulnerable to
tax lightning, and that the State could not long postpone some measure
of protection against this contingencye

As the Convention met, there was undenisbly a substantial amount of
pressure to remove Constitutional restrictions on the power of the
legislature to deal with tax problems, Yet, there wers many who opposed
such a changes they argued it was unnecessarys To their satisfaction,

a loose judicial interpretation of the existing Constitubional provision
had already insured enough flexibility of legislative actione A nass
of testimony before the Committee on Taxation and Finance clearly dee
lineated the extent of the disagreement over the limitations imposed by
the existing Constitution, The Legislature®s right to classify property
was defended by Aaron X, Neeld, of the State Division of Taxations

The statutes of this State are replete with classified

tax laws. The Legislature has always presumed the

presence of the power to classify property for the pure

pose of more equitably distributing the tax burden,

In addition to property taxed locally under general

laws, by uniform rules and at true value, the Legise~

lature has created many classifications of property,

according to use, for separate consideration. And

then there are several indirect tax statutes, not

deemed to be of a property-tax character, which levy

excise taxes on the transfer or sale of property,

(Convention Proceedings, Vol, II, p. 1689)

The New Jersey Assooiation»of County Tax Board Commissioners and
Secretaries recommended'continuing the existing clause to avoid the cone

1

fusion of change, interpretation and adjustment which any new constitu=-

tional language would bring, Permissive property classification was also
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discouraged by the County Tax Board Commissioners for much the same reasone
Here was a frank defense of the s@atus quo by the county officials respon-
ible for local tax administration, It was stated to the Committee on
Taxation and Finance by the Association President, Herbert H, Eber, as
follows:

In seeking out an acceptable standard of value for ine
clusion in the tax clause, we were particularly impressed
with the "true value" provision as contained in the present
Constitution by force of the 1875 amendment, A new
constitutional standard of wvelue for purposes of taxa=
tion, however phrased, will necessarily require numerous
judicial constructions, over a period of many years,
before its meaming can be adequately defined, Ve prefer
the standard of "true value" principally because of the
numerous illuminating opinions which have already been
handed down by our highest courts in that comection,
Today in New Jersey the meaning of Utrue value® is
reasonably fixed and certain, We should therefore teke
advantage of the results obtained through the painse
taking and tedious litigation of previous years, by
retaining "true value" as our standard value for taxa-
tion purposes, and thereby make it unnecessary to eme=
bark at the beginning of a wearisome journey through

a maze of litigation in search of judicial interpre~
tations of whatever new standard might otherwise be
fixed,

We also gave considerable thought to the possible ine
clusion in the tax clause of a provision specifically
granting legislative authority to classify property

for assessing purposes. Although we looked favorably
upon certain features of the tax provisions as con-
tained in the Delaware and Pemnsylvania Constitutions,
whereby specific authority is granted to the Legislature
for assessment classification, we concluded nevertheless
that it would be in the exercise of better judgment to
refrain from such an express grant to the Legislature,
Our decision in this regard was motivated principally
by the greater number of decisions in this State, the
over-all effect of which has been to place the stamp
Jjudicisal approval upon reasonsble classification of
property for assessing purposes, As a result, we

feel that our judicial interpretations are an authority
for all reasonable property classifications, and that

a specific legislative authority in the New Constitution
might readily extéend the classifying power beyond such
reasonable limits, (Convention Proceedings, Vola V,

pe 856-857)
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Je He Thayer Martin, former State Tax Commissioner and Chairman of

the 1929 Commission, took a somewhat different approach to defend re-
o

taining the old constitutional tex clause, He regarded the tax clause

as adequate to permit legislative adjustment to changing conditions with-
out the necessity for prolonged litigation to determine "what any new
1anguage meant or what the court will say‘it meanse" Mr, Mertin!s testi-
mony before the Committee on Taxation and Finance implied no obstacle to
fractional assessments, but did not mention property classification as

a possiblé'legislétivevadjustment:

I personally am very strongly of the opinion that

you cantt improve on the language of the present
Constitution with respect to taxation. I was very
much opposed to the proposal that was last submitted
for the somcalled basis of valuation, I forgebt the
language of the proposal., There are only a very few
states that have such a provision, and while I was Tax
Commissioner I made a considerable study of the con=-
ditions of those states and I found that the result was
even worse than in New Jersey -~ and everyons knows
there has never been any uniformity in New Jersey.

In principle, I don't think the language in our present
Constitution can be improved, Some of the people who
urged the change that was proposed last time felt or
said it was essential to have such a change ~- not to
authorize assessment of 10 or 50 or 70 per cent of true
velue, but to establish standards, as the Legislature
did in the case of the utilities tax. But the decision
of the Court of Errors and Appeals has shown plainly
enough that under our present Constitution no change is
necessary to make that a permissible methode

My observatlon not only in respect to New Jersey taxes
but in the study of the praculcaT operation of tax laws
in other states, and in conferences with the heads of
tax departments of other states, has convinced me that
the Legislature should he left very largely free to
change the tax system from time to time, as conditions
at that time seem to warrant and justify such change.
(Convention Proceedings, Vol, V, p. 611)
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To clarify legislative authority to classify property without sube-
terfuge, Mr. Neeld recommended a constitutional change that would specifi-
cally grant the Legislature power to classify property for taxation. In
a memorandum dated July'lé; 1947, he wrote:

While the courts of this State, from the beginning, have
adopted a liberal interpretation of the 1875 tax clause
by upholding, with a few exceptions, the power of the
Legislature to classify property for purposes of taxaw
tion and exemption, nevertheless it seems advisable to
specifically provide for classification. This conclusion
is prompted by the possibility that the present clause,
notwithstanding general judicial support for the power to
classify, may be found wanting in the event of an endeavor
to solve the tangible and intangible property tax tangles
and other tax difficulties, Both the Commission on Taxaw
tion of Inbangible Personal Property (1945) and the
Commission on State Tax Policy (19L6) held the view that
a thorough classification statute might be held invalid,
A classification clause would also bring the Tax Article
more nearly in conformity with such articles in other
modern state constitutions.

This, of course, will not, as some of its proponents
suggest automatically shift the heavy burden of taxae~
tion from real property. That is something which cannot
be attained merely by constitutional edict. But insertion
of a classification clause will provide the lLegislature
with needed tools to deal fully with the problem of more
equitably distributing the tax burden, It will permit a
broadening of the tax base over which to more evenly dis-
tribute the tax load. Although a judicially and time
tested constitutional provision should be abandoned re-
luctantly, T, nevertheless, believe that the people of
the State cannot be harmed by so doing, but to the con-
trary will be better served over the years to come by
such a change, (Convention Proceedings, Vol. V, pe 853)

Leaving no doubt gbout the authority of the Legislature to classify
property and to select any suitable standard of value, John F, O'Brien,
speaking for the New Jersey Committee on Constitution Revision (composed
of the New Jersey State Feaeration of Labor, New Jersey State Féderation

of Women's Clubs, New Jersey Association of Real Estate Boards, New Jersey



Y



~15-

Taxpayers?! Association, National Council of Jewish Women, Consumers?
League of New Jersey, American Association of University Women, New
Jersey State Federation of Colored Women's Clubs, New Jersey League of
Women Voters, Congress of Industrial Organizations and New Jersey League
of Women Shoppers) recommended the following tax clause:

Property shall be assessed for taxes under general

laws, and by uniform rules, according to classifications

and standards of value to be established by law,

In creating such classifications, and establishing the

standards of value for each, the Legislature will give

due consideration to the type of property, its earning

capacity, the public services it receives and its re-

lationship to the welfare and stability of the State

and its subdivisions.

Assessments where made on an ad valorem basis shall
not exceed the true value of the property assesseds

Exemptions from taxation may be granted only by the
affirmative vote of two-thirds of the membership of

each house of the Legislature. (Convention Proceedings,
Vols V, p, 5LL)

Apart from the controversy over the adequacy of the old Constitution
with regerd to classification of property, there was a velated debate
concerning classification as it applied specifically to railroad prope.
erty. Railroad property had, in effect, been classified by legislative
act, and this classificaticn had been upheld by the courts.l The prcblem
had been created by a 19&1 statute taxing all railroad property at 3%
of tgxable velue and imposing a franchise tax determined by railwaey earn-
ings. Municipalities received the proceeds of thg 3% tax on Class II
railroad property, plus half of the franchise tax. As the prosperous
war yéars passed, however, municipalities received less railroad tax

revenue than would have been collected were all Class II railroad prop-






erty subject to local property tax rates, as it had been before 1941,

Rather than give the Legislature any new constitutional freedom re-
garding tax standards and classification of real estate, mmicipalities
with large amounts of railroad property hoped to establish restrictions
that would return Class II railroad property to taxation at local Prop=
erty tax rates, With this goal in mind the New Jersey State League of
Municipalities suggested the following 4ax clause:

Property shall be assessed for taxation under general

laws and by uniform rules, according to its true value,
The burden of taxation upon all real property not exempted
shall be equal,

It is notablé that the main difference between the tax clause
suggested by the League of Municipa}ities and those providing for classie-
fication was related to real estate, Evidently, everyone wanted to relax
Constitutional restrictions on personal property, Classification clauses
did it diréctlyg the League did it by exempting personal property from
the requirement that the tax burden be equal, The disagreement was
whether to classify real property, or to subject it all to an equal tax
burden,

There was, however; another difference between the two approaches
from the standpoint of restricting legislative action, While claésifi—
cation clauses let the Legislature establish "standards of value," the
League plan maintained the true value standard. Thus, although it had
agreed to permit legislative latitude in personal property taxation, the
League severely limited that freedom by retaining the true valuevclausee

The Committee on Taxation and Finance recommended (July 30, 1947)

that the Convention retain the old true value clause unaltered, Then
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followed a series of proposed amendments to the recommendation (called
Proposal No, 5~1), These were some of the more significant amendmentss

Amendment Noe 1 ~ Allah R« Cullimore

Property shall be assessed for taxes under general
laws and by uniform rules,

Amendment No, 5 - Frank H; Eggers

Property shall be assessed for taxes under general
laws and by uniform rules, according to its true
value, Real property now defined by law as Class

IT railroad and canal property shall be assessed

for taxes as hereinabove provided and shall be taxed
at the local rate of each municipality wherein such
property is located, and the proceeds thereof shall
be paid to each such municipality,

Amendment No, 6 ~ John Milton

Offered as an alternative choice to be made by the
voters on referendum,

Property shall be asssssed for taxes under general
laws and by uniform rules, according to its true
value, Real property now defined by law as Class II
railroad and canal property shall be assessed for
taxes as hereinabove provided and shall be taxed at
the local tax rate of each municipality wherein such
property is located, and the procéeds thereof shall
be paid to each such municipality.

Amendment No, 7 = Arthur W, Lewis

Property shall be assessed for taxes under general
laws, and by uniform rules, according to classifi
cations and standards of value to be established
by lawe

Amendment No, 9 « Robert Carey

Property shall be assessed for taxation under general
laws, and by uniform rules, according to its true
values Value shall be determined and fixed by rules
and regulations adopted by the Legislature, and such
rules and regulations shall be applied equitably by
all tax assessing authorities in the State so as to
provide equal, similar, and fair taxation throughe
oul the State, ' '
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Amendment No., 10 ~ Milton Feller

Taxes shall bé assessed under general laws and by
uniform rules, All real property taxable for local
purposes shall be assessed and taxed at uniform rates
within each taxing districtes

Amendment No. 11 - Allan R. Cullimore

Property shall be assessed for taxation under
general laws,

Amendment No, 12 «~ Milton C, Iightner

Property shall be assessed for taxation under general
laws, and by general rules, Classification and standards’
of value for the assessment of property for taxes may be
established by general laws, No assessment shall exceed
the true value of the property assesseds

Amendment No. 16 ~ William T. Read

A

Property shall be assessed for taxation urder .general
laws and by uniform rules, All real property assessed
and taxed locally or by the State for allotment and
payment to taxing districts shall be assessed accorde
ing to the same standard of value and taxed at the
general tax rate of the taxing district in which the
property is situated, for the use &f such taxing dis-
tricte (Convention P'coceedmgs, Vol. 11, p. 121-1206)
These proposed amendments illustrate the sharp disagreement about
restr:‘gctiug classification and the influence of the railirocad tax question,
Perhaps more than any other single factor, it was the railroad tax
situation that helped bring about the adoption of a tax clause prohibit-
ing classifica’pion of real estate, but permitting classification of per=~
sonal property,
The provision adopted by the Convention became the basic legal re-
quirement concerning local property tax administration in New Jersey.

+ reads as follows:

Property shall be assessed for taxation under gensval
laws and by uniform rules, All real property assessed
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and taxed locally or by the State fof allotment and
payment to taxing districts shall be assessed accord-
ing to the same standard valuej and such real property
shall be taxed at the general tax rate of the taxing
district in which the property is situated, for use

of such taxing districts (Art. XIIT, Sec. 1, Par, 2)

This means that, so 16ng as no classification was involved, the
legislature was under no constitutional inhibition in establishing uni-
form_assgsément standards for real estate subject to local assessment and
ﬁaxation, With regard to personal or real property assessed and taxed
by the State, the Constitution left legislators free to establish a uni»
form standar& and to classify'property, as well, |

Most important, the.new pro&ision abandoned the true value cqncept,
emphasizing uniformity instead, Aithough the true value standar@ remained
in force b§;statuteg it was no longer & constitutional necésgity. In
the case of persqnal.properﬁy, the range of possible legislative action
wag broadened by removing the requirement that such property be assessed
according to the'same standard as real estate and taxed at the local réte.
The only requirement was that pefsénal pTOperty continue to be asséssed
under general laws and by uniform rules. In the case of real estate,
legislative choice was restrictedbto assessment standards which apply
umiformly and besr taxes at the same local tax rate. Althoughrfarmers
and homecwuefs, restive about their steadily rising real estate taxes,
ha& hoped to become beneficiaries of somé form of property classification
or property tax replacement, the door was apparently closed tcvany ciassi«
fication of real estate subject to taxation fof local purposes,

If it had not done all that some had expected, at least the Constitu~

tional Convention had given the Legislature the power to dispose of the
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true valve standard and to correct some of the ills developed uﬁder the
old system, Clearly, the Convention had shown that‘it did not want to
obstruct legislative repair of what the Commission on State Tax Poiicy~
had termed "an indifferently administered and inequitable tax system,"
(Second Report, 1947, pe 3)

Co Outlining a Reform Program: The Commission on State Tax Policy

Now that direct legislative action upon personal property classifi-
cation was possible, it remained to induce the legislature to acte The
Commission on State Tax Policy began to develop studies and recommenda-
tions concerning property tax change, From its annual reports came not
only the impetus for legislative action, but the substance of much of
it as well,

The Commission?!s Fifth Report, issued in 1950, stressed the importance
of equalized assessments:

If locel assessment is to continue, the machinery
for the establishment of equalized assessments as .
among taxing districts, both for the fair apportion-
ment of the county tax and for the fair distribution

of State aid based upon ratebles, is of first ime
portance, This, also, is a matter of much law and

LG

little practice,

In regard to business personal property, the Commission outlined
five ppssible approachess
le To enforce the law as written,
Enforcing the law as written would require at the outset
a complete overhauling of the present machinery for

assessment and equalization,

20 To abolish ad valorem taxation on business personaliy °
completely, and to adopt some form of in lieu taxation,

This approach is the direct opposite of full enforce
ment of the general property tax.
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3.,  To establish a flat rate for State-wide taxation of
business personalty, either with or without State
admj.nz_ tration, :

This approach would seek to cure the tax lightning
situation by establishing a rate low enough to be
tolerated by business personalty and predictable.
enough to eliminate the present uncertainty,

Yo To establish a classification within the general prope
erty tax so that personal property could be locally
assessed at set fractions of true or book values

If the State wishes to make a start toward a solution
of the business personalty tax problem, the least that
it could do would be to enact legislation converting
the general property tex into a classified property tax.

Se To adopt a classified property tax with respect to land,
buildings, machinery and equipment, and to provide some
form of in lieu tax with respect to business inventoriese

This approach would meet the basic objection to ad valorem
taxation on inventoriese

The Sixth Report of the Commission on State Tax Policy was a detailed
statistical documentation of unequal general property tax standards throughe
out New Jersey., Contained in the report was New Jersey's first equali- -
zation table - as a forerumer of the more complete and more refined
equalization table now prepared annually by the Local Property Tax Bureau
of the DlVlSlOIl of Taxa‘c:.on,

lhe Commission concluded and recommendeds

the elimination of the present morass of inequities in
the general property tax can be approached effectively
in two wayss (1) By esteblishing an adequate structure
and organization for the local assessment of propertys;
and (2) By placing the assessment process, so far as
possible, upon defined and objective standards of value,

the county be established as the primary assessment dise
trict with a fully quallfled county assessor prorerly
compensated,

provision be made for the absorption of all qualified
assessing personnel now emp.s.oyed in the various taxe
ing districtse

the costs of county assessment be apportioned é.mong
the municipalities of the county in proportion to
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their assessed valuations; andbthat such costs be a
charge against the budgets of the respective municie
palities,

The Sewventh and Eighth Reports of the Commission dealt with the pro-
blems of financing local schools in New Jersey. The recommendations of
these reports were significant in the development of property tax reform
because they established the practice of giving equaligzed state aid to
local schools on the basis of local taxing ability, as determined by
equalized local properﬁy assessments, To measure equalized local prop=-
erty assessments, equalization tables wefe prepared; from those tables
came very useful statistics on the assessment process,

In its Ninth Report the Commission again consideredvgeneral
property tax standards, assessments and administration. The Commission

offered the following alternativess:

Alternative 1

General Description (L0 per cent - LO per cent « 10 per cent)
Real estate assessment at LO per cent of its full value,
Business machinery and equipment LO per cent of %ts value
Business'ihventories at 10 per cent of its value.
Household personalty exempb,
Veteranst! exemptions unchanged ($500),

Specific Standards |
.Real estate « L0 per cent measured from current market values,
Farm Peréonal Property o

Farm inventories, crops and livestock, 10 per cent market®
or book value,

Farm machinery - LO per cent depreciated cosbe
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Business Personal Property -

Business inventories - 10 per cent book values
Other business personalty - 4O per cent book value,

Assessment Administration
Business Personal Property -

State assessed for certification to municipalities,
~All other property locally assessede

Albternative 2

An alternative plan complying with Section 2 of the
Legislative Resolution (S.C.R, No, 28, Dec, 27, 1956)
and which Commissioners Alexander and Dumont believe is
the only alternative, may be summarized as follows:e

Exempt from.Property Taxation . = Tax in 1957

Business inventories including farm crops
and produce held fOr S8l ceseessesrcssssod3le0 million

Household personal propertyeecessceccseseses 155 million
To-t'a:!- Otboooocoacnoocﬁ'-000’00000'909000$h~695 million

Other Property (real and personal)

Unlform assessment at LO per cent of fu¢1 value with

provision that full value of business personalty may

be presumed to be book value subject to reviews
Replacement Tax

Business net income tax - applicable to corporations

and unincorporated business = with present Corporaticn

Franchise Tax as a deduction (corporation pays greaber

of two taxes),

Revised Franchise Tax with 3 per cent income
alternative oaoaoooaeoeoeaoo--uoeo-¢oaoooeooaoootﬁ;68 million

Present Franchise TAX seeesssccesoesesscssasscosce 20 million

i ‘ " N .
Increased corporation 1aX ceocesccosssossvssecavesp? million

Unincorporated business tax (3 per cent) sasceocsso 9 million

TO’bal additional 'LaX oooe.wooeaoo-o'coogoeoip)s.l n]illion R
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State Revenues
Business income tax rates can be increased to provide
additional State revenue =~ approximately $22 million
for each 1 per cent of tax rate, '

Commission to Study Law Affecting Industrial Developments Besides'

the reports of the Commission on State Tax Policy, pressure for tax re=
form came from the Commission to Study Laws Affecting Industrial Develope
ment, Appointed in 1955, this commission two yearsvlater submitted eight
tax recommendations, asking for‘complete equalization of real estate taxes,
ultimate abandonment of personal property taxes, and a broadening of the
tax structure to include a retail sales tax. These were the Commission's
wordss

1. Real property be assessed uniformly at the same standard
of value throughout the State with no distinction among
the types of property (such as industrial, commercial,
and residential) and no differences among the municie
palities,

20 Irmediate amendment of the statutes to provide that tangible
personal property be locally assessed at no greater than 50
per cent of fair valuve, Fair velue shall be cost less reasone~
able allowance for depreciationg but

3a In the near future, the tax on tangible personal property
' be abolished (including household goods), In lien thereof
it is recommended that there be adopted at the State level
a retail sales and use tax, part or all of the proceeds
of which would be distributed to the municipalitiesa

Lo If, in order to finance essential expenditures, additional
State revenue should be required, a retail sales and use
tax be enacted,

S5¢ ~ The corporation franchise tax be amended by reducing to
20 per cent the requirement that LO per cent of the domestic
corporationfs intangible assets with situs outside New
Jersey must be allocated to New Jersey for purposes of the
taxs
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6 There be no further increase in the rates of the present
franchise taxs that it ultimately be eliminated and re-
placed by a franchise tax measured by net income (allocated
in accordance with the Massachu setbs formula) and that this
franchise tax measured by net income be made appllcéble to
-all business whether incorporated or not,

Te The railroads be treated the same and equally with other
businesses in all taxes,

e The rate of the gross receipts tax applicable to New Jersey
motor bus companies be reduced from the present 5 per cent
rate and be related to a fair return on property devoted
to the public service,

The Commission offered this challenge to those who shrug
off its recommendations as politically impracticals

eeseIf a particular recormendation seemed appropriate
to the purpose of attracting and retaining industry,
‘the notion that it might be difficult to attain be~
cause of possible political unpopularity did not deter
the Commission from adopting it, This attitude is not
born of desire to be right though ineffectuals but of a
strong suspicion that the rift between sound economic
-policy and good political strategy is not as wide as
some people seem to believe, In short, we have faith
in the overw=all soundness of the thirking of the public
mind, in the imnate sense of fair play which colors
publlc Jjudgment and decision, and public capaclty to
choose between gemuine long-range benefit and apparent
immediate gaincess

It is our observation that some measures are declared
nonfeagible only because so-called political strategists
impute attitudes and reactions to the general public which,
in f&Cb, are practicelly nonexistent,

Clearly, with constitutional barriers overcome and definite proposals
supplied by two commissions, it was up to the Legislature to take the next

stepes

D. Formulatlng a lLaws The Legislature Begins to Act

Until the Leglslature adopted a different standard, true velue would

remain the standard according to this 1awz
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A1l property real and personal (except tangible per=
sonal property) within the jurisdiction of this State
not expressly exempted from taxation =~ shall be sube
Jject to taxabion annually -~ ab its true value and
~shall be valued by the assessors of the respective
taxing districts -- (NJSA Slslel)

Regarding real estate, the law clearly associated "full
and fair! value (true value) with market value, méking
local assessors responsible for its determinations

The assessor shall = = = determine the full and fair

value of each parcel of real property in the taxing

district at such prices as, in his judgment it would

sell for a bona-fide sale by private contracte (NJSA Shsh=23)

Priof to 195k, legislative attention to property taxes did not go
farther than a re-examination of the method of taxing persbnal property
and a'consideration of property tax replacements, In 195l, the Legislature
passed the landmark p@ece of legislation known as the State Equalization
Law (Che 86, L. 195L),

While this law made no changes in assessment standards or
tax measures, it provided that State aid to schools be
apportioned on the basis of a table of equalized valua-
tions for each local taxing district. The table was to
be promulgated annually by the Director of the State
Division of Taxation, Thus was provided the basis for
compiling statistics to measure the extent and form of
assessment equality throughout the State. In addition,
the preparation of equalization tables resulted in exe
tensive State assistance to local assessors and closer
cooperation between the State and County Boards of Taxaw
tion, Indeed, New Jersey had acquired an important tool
for use in the administration, enforcement, and evalua-
tion of all future tax legislation,

Following adoption of the State Equalization Law, the
Legislature became more aware that New Jersey's prope
erty classification problems related to real estate

as well as personal property. Equalization tables docu-
mented the disparities among real astate assessment ratios
in local taxing districts, in different classes of prope-
erty, and in single properties within each class, These
inequalities seemed to compound the difficulties of legis~
lative adjustment, Potential tax shifts resulting from
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equalization of local assessments could not be calcu=
lated, and pressures upon the Legislature could not be
pinpointed in terms of specific objectives,
The Legislature sought to resolve the problem of establishe
ing a single level of assessment by permitting each municie
pality to choose its own level, This approach presumably
did not interfere with the requirement that property be
assessed uniformly, and it did end the true value system.
bk proposed constitutional amendment, submitted to the
people in 1956, would have added to the present Article
VIII, Sec, 1, par, 1, the following sentence:
The Legisléﬁure may authorize the governing body of any
mnicipality constituting a taxing district to establish
a proportion of the standard of valuve at which such real
property situated therein shall be assessed, and such
' proportion shall be uniformly applied to all such real
property within the taxing district. (Assenbly Concurrent
Resolution No, 36, Filed July 17, 1956)
Various interpretations of the proposed constitutional amendment
arose during the course of the unsuccessful campaign for its adoption.
Its defeat at the polls did not end interest in local choice of assess-
ment levels, Nor did it signify a decline in the apparent feeling of
urgency accompanying the search for an alternative to 100% assessments
After 1956, the need to "do something" about personal property and
gbout ths true valuve standard led to the introduction of a wide assortment
of billse At last the groping for a new property tox law was taking place
not in investigating commissions, but in the Legislature. The bills intro=-
duced between 1957 and 1960 provided an accurate reflection of the progress
of the formulation of the new property tax program, Some of the bills

which received the most attention were:

Materials to be inserted,
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E, Moking Reform Urgents The Courts Decisions

Prior to 195k, New Jersey court decisions had followed the tradi-
tional interpretation of "true value' assessment requirements by refus-
ing to grant any reduction in assessed values to any level less than
"true value", Taxpayers assessed higher than the average for all taxpayers,
but not higher than the statutory standard, were in effect cut of f from
Judicial tax relief., The courts had taken the position that they could
not condone any assessment level contrary to the statutory "true value'
and could not reduce any taxpayer below that level even when other taxe
payers within the same baxing district were not being assessed at 100%

The action of the taxing authorities in assessing other -
property in the same taxing district at less than its -
true value afforded no reason for reducing the assesse
ment upon the prosecutor's property to less than its

true value, for the constitution requires that property
shall be assessed for taxation according to its true
value, and a reduction below true value would be a
violation of that constitutional provisionsses

By 1954, there were signs of a chenge in that positidn. The court
was beginning to feel its way toward evcohcept of "common level" as a
basis for taxpayer relief from discriminatory assessments. In the Baldwin
case (195L), the court had ruled that an individual taxpayer assessed
at a higher percentage of true value than that applied to other property
in the taxing district could have relief against discriminatory‘tfeatment
by having his assessment reduced to the common level prevailing in the
district, even though this level was below true value, The court fecognized
that equality of burden, a constitutional requirement, must override the

statutory standard of true value, where the latter has clearly not achieved

“equalitys






Soon after the §§£§Egg'case, the Qourt declared in the‘Gibrélter
case that an administrative body like the Division of Tax Ap?eéis, per
forming a qua°1-3ud101al function, could remedy a discriminatory assesse
ment atb true value by reducing it to the common ratio used in the taxing
districts The idea was there, bult the task of determining the "common
level remained, |

The court!s need for relisble statistical information was largely
answered by the equalization tables, which began to appear annually after
195L, Here was graphic and authoritative proof of the extent of the in~
équities in the assessment process, Foftifiedeith a constitutional
mandate for equality df tax treatment Maccording to the sémeMstandaxd
of value", taxpayers were finding their way to the courts and the courts
were finding their way back to the equaliZation tables., The courts re=
peatedly stressed that uniformity of assessment, a constl tutional requires
ment, could only be achieved, under existing statutes, by the application
of the dreaded 100% assessment standard for real and personal property
alike,

In 1956, the trend of judicial decisions was confirmed by the case

of Switz vs, Middletown Township. The significance of these decisions
was appraised in the Ninth.Report of the Commission on State Tax Policy
(1958)s

The judicial hisbtory of the tax clause of the Constitution
since 1947 has resulted in the major tax developments of the
past ten yearseseoThe Decisions of the courts culminating in
Switz vs, Middletown Township, 23 N. J. 580 {1956), will be
permanently significant because they deal with equality of
treatiment in the distribution of the tax burden among
separate taxpayers, rather than "equalization" of the total
tax rolls among tax1ng dlstrlcts. The cases egbablish these
two principles:
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First: BEquality of treatment under the tax law is
guaranteed to every taxpayer by State and Federal
Constitutions ~= whatever the standard -~ and where
a choice must be made between such equality and en=
forcement of the legal standard, the courts will
apply the rule of equality.

Second: The legal standard of assessment will be ene
forced by the courts at the suit of any taxpayer, and
so long as the standard is set by Statute at 100 per
cent of the valuation, the courts will mandate that
standarde, (Commission on State Tax Policy Ninth
Report, 1958, p. 13) '

The court!s words were plain enough. The Legislature had been given
two years in which to change the law, or face 100% assessment. Ndw,ithé
COurts~were-élosing-ih on unequdl property assessments from two directions,
In the Switz case, ‘the ‘courts had been asked for the first time to raise all
assessments to 100%, not to lower someone below true value, Besides re-
lieving taxpayers from discriminatory assessments, the courts were now
ordering‘local taxing districts to comply with the statutory true value
standard, The courts were saying that property tax laws meant what they
said, and that municipalities were to assess all taxable property uni-
formly at its true value.

Separate court orders requiring full value assessments of real prop-
erty were issued in two municipalities (Middletown Towmship, 23 N. Jo
580, 1957, and Lakewood Township, 53 N. J. Super 532),

The judicial attack on assessment inequities was speeded up by the

unanimous decision of the Supreme Court in the case of the Village of

Ridgefield Park v, the Bergen County Board of Taxation, et al (decided
Jamuary 25, 1960), In that case, Chief Justice Weintraub expressed the

courts! unwillingness to "look the other way" when confronted with dise
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crepancies between statutory requirements and local assessment practices.
Judicial reluctance to longer postpone reconciliation between law and
practice was stated as follows:

In Switz we discussed the long history of widespread
failure to comply with the lLegislative mandate, TWe

- had before us and decided the question whether the
court could properly look the other way., We agreed
we could not, It is the singular situation of the
judiciary that issues before it must be met and de~
cided when presenteds In this forum, acticn is ine~ _
escapable for g court necessarliy acts whether it grants
or denies relief, Either course affirmatively dis~

- poses of the right asserted,

In Switz a majority of the court concluded the issuance
of a mandamus to achieve assessment at true value should
there be delayed for a period of two yearse The manifold
problems directly and tangentially involved were weighed,
and because of them the right of the plaintiff to relief
was suspended for the stated period to the end that the
Legislature would have an adequate opportunity to explore
the subjects More than two years have elapsed and we
assume the necessary facts are on hand for such action

by the Legislature as it may find to be in the public
interests, In the circumstances, we may not delay the
right of plaintiffs to enforcement of the existing
statutory policy and thus leave their interests to
miscellansous policies allegedly pursued locally withe
out constitutional or statutory authorlzaulon. ‘

1The court made 1t clear that the appllcatlon of exist-
ing law would mean uniform 100% assessments, Anyr
changes in that situation, the court pointed out, Would,'
have to be undertaken by the legislature, not the courtsa
It is urged that assessment of personal property at true
value would he unpalatable. Perhaps so; indeed, pro=-
bably 504, But the remedy lies with the legislative
branch, The judiciary has no power to devise tax pro=
grams or to qualify the existing legislative mandate - _
with a judget's private view of what is just or sensible,

The Ridgefield Park case broadened the scope of the judicial attack,

because it reached all téxing districts within Bérgen County as contrasted
with a single taxing district,'and it included personél property, as well

as real estate. By making the County Board of Taxation a party to the pro-
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ceedings, the Ridgefield Park case also gave new impetus to county en=

forcement. Besides Bergen, two other County Boards of Taxation (Essex
and Monmouth) ordered their local taxing districts to assess all real
estate and personal property uniformly at "full value" in 1960, (These
orders were withdrawn after adoption of Chapter 51).

Judicial recognition of the statistical approach to a common level
of assessment as a basis for baxpayer relief from discrimination was come
pleted in the Kent case, It was there concluded that relief should be
granteds

essslpoOn an appropriated basis requiring the individual
taxpayer to prove no more than sensibly can be expected
of hime.s.Where, as here; the record of sales indicates
there is no common level for all or any class of real
vroperty and the assessors disavow any effort to achieve
one, the average ratio should be deemed sufficient evie-
dence of the level to which reduction should be granted
in the absence of circumstances indicating that the
average should be modified for that purpos€cese

If the taxing districts affected by the stream of decisions culminating
~in the Kent case had not been typical in their assessment practices, the
decisions would have atbracted little interest. But virtually every dis-
trict was just as vulnerable to a court order as the ones where actions
were brought to a decision, And there was a limit to the length of time
that compliance with those orders could be delayed, That is why the

Legislature was pressed to change the law before its enforcement and

universal assessment at 100% became inevitable,

F. Administrative Recognition: Governor Robexrt B. Meyner
In his 1960 message to the Legislature, Governor Robert B, Meyner

recommended a broad program of property tax change, embodying both old






and new ideas. He suggested that each county be permittéd to‘adopt a
level of assessment to be applied uniformly to all its taxable real
estate, To deal with personal property tax'problems, he recommended
that thé legislature use its powér of classification for personai Prop=
ertys The Governorfs eight-point bréperty tax program read éé followss

A1l of us must realize that any attempt to revamp our
property tax method is doomed to failure unless it
commands more than bare approvale Any formula so
narrowly enacted carries with it the seeds of end=
less controversys

I therefore suggest that we re-examine the subject and

not engage in deadlocked controversy over last yearis

bills, For this purpose, I submit the following eight
- points for your considerations

One: Allow each county to set the assessment level for
real property, to be applied uniformly in that county.
One could be at 20 per cent, another at LO per cent or
whatever level is considered best, Equalization of
assessments would, of course, continue for the purpose
of allocating state aid and for other purposes, as at
present,

If the level within each county is uniform, it makes

no difference that the level might vary from county

to county, Our Constitution directs that real property
be assessed Yaccording to" the same standard of value,
The universal state~wide "standard of value!" will always
‘be true value or some similar standard. So long as
assessments are made "according to" that same standard,
different percentage levels may be used in different
counties, ‘

Two: Have the statute set the ratio between business
personal property and the county level for real prop=-
erty. Thus, machinery and equipment could be onee
quarter of the real property level, and inventory
one-~tenthe

Three: Eliminate the least productive types of ine
ventSfy, on which the tax might be burdensome, namely

raw materials, work in process, small bools and supplies.
Also, the desire of farming counties to set a low ratio

for farm machinery and equipment can be accommodated with~
out adverse effect on any other countye
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Four: Allow each municipality to decide for itself

‘whether it wishes to impose the tax on household

property.  In practice, that has been the situation
anyhowa '

Five: The local press of our State should publish the
mnicipal tax rolls over a six~-month period. If the
effort proved successful, as it did where it was tried,
the Legislature could require such publication regu¢arly.
This would be an effective way to get the public to ine
sist on the correction of inequity,

Six: Provide for the professional training of local

~ assessors, for state-wide performance standards, and

for competent technical assistance when needed, If
this is done, there will be no need for the services
of commercial firms. We can provide these services
for ourselves with better results and at substantially
lower coste

Seven: Permit, on local option, the use of county
assessors or the assessment of property municipalie-

 ties jointly on a consolidated basis., Some such

step is needed if the suggestions already made are

to produce more than a temporary victory. The key

to the whole problem lies in a high quality of per-
formance in local assessing practices, .

Eights Provide for complete assessment every two or

three years, instead of every year.

(Governor Robert B. Meyner's Sixth Annual Message to
the Legislature, January 12, 1960)

N

In Governor Méynerfs recommendations could be seen various proposals

which the Legislature had been considering for more than two years. But

his plan for county choice of assessment levels introduced a new concept

into discussions of the assessment process, His suggestion that the

"same standard of value® vrequirement did not preclude assessments at

varying percentages of that standard implied a new judicial interpre-

tation,

In the Governorts view, assessment according to the same standard

~did not necessarily mean assessment at the same standard, This interpre=
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tation was upheld by the case of Olivia Vrightson Switz v, William Kingsley,

Monmouth County Board of Taxation, Township of Middletown and William

C, Johnson, decided May 9, 1961l.

Governor Meyneri!s proposed dompromise on the taxation of business
inventories was also a new idea. The Legislature had long debated whether
to tax inventories or to exempt them. The Governor?s recommendation
that inventories of raw materials, work-in-process, small tools and supplies
be exempted while inventories of finished goods remain taxable was the |
first suggestion that various classes of inventories might be treated
differentlyg (Meyner?s suggestion waé eventually modified to add work-
in~process to finished gobds as taxable invenfories,)

The first four recammendations were sent to a joint legislative
committes for further study. When they emerged from the committeels
deliberations, the four recommendations had become part of Assembly Bill
198, On June 15, 1960, A-198 became Chapter 51, Laws of 1960, and Wew

Jersey had a new property vax law,
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