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STATEMENT OF GOVERNOR CHARLES EDISON ON RA~tROAD TAX REPORT 

Until there i~ a settlement of the railroad tax 
contNiversary in N'ew Jersey the accounts of the State and of numerous 

. municipalities cannt)t be placed on a rea._listic basis. Railroads pressing 
litigation against the State owe so:riiething over (~34.,000.,000 in taxes from 
1932 to 1940., exclusive of interest. 

1: Some of the railroads owing this money are in ba.nkruptey. 
~118.I"~ ar1 repoi_-ted to ~e in such condition that they will seek 9ankruptcy __ 

- 1:1"-·unab-le 'iC-O...-ad.Ju.s±: -t.he.ir· tax prol::Jlem. ·_ . . · / . 
. ' ... ·· . . . 1, 

I have-- been studying possible ways or'working out this 
situation. The State and the affected mu~ioi~lities require cash tax 
payments in place •f obligations to pay. At the same time., a.11 Jerseymen 
want the railroads to be given such aid a.is will enabl.e them to keep up 

·· their payments t,o employees., maintain· service with safety., and continue to 
be a source of tax income in the future. 

The railroad tax question involves more than a rule 
of' law. New Jersey railroads are large employers of labor.. Their service 
is an important factor in the lives of many th6usanQs of Jerseymen who 
commute tC) work,. l\1'a.ny industries a?"e located in the State because it is 
one of the chief railheads of the nation,. 

The railroads have suffered a heavy loss in income 
since the start of the depression. Part bf their loss has resulted from 
the development of automobile., bus and truck competition., which they are 
not likely to overcome in the future. A complaint of the railroads which 
has considerable justice is that taxation in Uew Jersey is by a method ,_\ 
that takes no account of changes in their income. 

Important functions of the State and municipalities 
have been paid for int.he past out of the ·railroad taxes. Failure of 
railroads to pay in recent years has left the Teacheri3 1 Pension and 
Annuity Fund with accounts receivable> for almost :)10.,000,000 rather 
than cash. It has left county school funds with accounts receivable 
for more than $7,0o~.ooo rather than cash. 

At my request., the subjec~ of railroad taxation has 
been studied by a greup who strove to balance the large public and'private 
interests involved~ The members of the group were Dr. John F~ Sly., Director 
of tho Princeton Surveys; Brigadier General Lewis B. Ballantyne of Nmvark, 
who is associated with thC3 Firemen's Insurance CompanyJ Carl Holdeman., of 
Labor ts _Non-Partisan J:,oagµQ_ ~nd j-1.lbort Ji,"- Jube of _S_outh Orange, a member 
of the Now Yo,rk firm-ef Chamberlj,%11 ; Kafer, Wilds and Jubo, Attorneys. 

in-
They have made a report of their studies, which is issued/ 

o_onjunction with ~is statement. As the problem of railroad taxa·iion in 
the State will remain undor any ptssi ble outcome of tho pending a.pplisation 
by some of tho railr~ads boft-:re the United Statos Supronio Court., we oannot 
ho-gin too seon to sj:;udy reasonable proposals i'f'!r a settlement. 

Tho groups who stu_diod this q uost ion ha vo made a 
conscientious and capable effort tc assemble relevant data. 1 I consider 
they have given thoughtful co:p.sidoration to the central factors• They 
have' offered a s0t of :rocormnendations which are on Page 21 of the accompany-
ing rep•rt. 
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.. . it { ~. 1' 'l'~'i l)~:~ent. of -~[i· r a Ll.JtQai.<'J, tax delinquencies in full over @ 

.,~,r~,$:li~~t@el l)'l'ilriod 0f years Without pen:ilittjy •. 
. ' ' ,.... - '·." 

,:, (o) A new :tax stru,cture for the raibe~,d~ ,,~$~~ i;tl))~:n @ ;:()~~.:@!@:, 
v;~lo_r:~;m vilu1ati.cm !\l:S at pres€lnt but leVied: ·a,t .9!.,,flet '.hiiHJ!!l tt'Wlt$1tiv,~1.i:<:~ 
suggeitea at 3%.. ---,,·, -~, 

. •. "l e j The . ,S~;~,Q nd ·c la1.sr; ,; li'~i ir'.Q}¢.~"::t,a•)'§ ·fiu~:L.t> ·· .. 
1~lfifl;~d~14X-i~•~"" •.··. :-~-]@J~-~i"ll}i>lii;1~1,~N~;:.,~. 
class rait!\'oad tax determined b.¥-·~~'fri'l\'~;ti.Q ,,J'.,:~ 
of second dlass railroad property to the tot·ai 
railroad property in the state. 

"(d) The first class railroad tax be paid into the general fund of 
the state as at present and apportioned by the legislature in such manner 
as may be determined~ We urge that allocntions for educationgl purposes be 
maintained as closely as possible to the present amount either from this fund 
or from other funds. · 

ii ( 6) In order to assure that the railroads' capacity to pay tgxes is 
given proper consideration, it is pr6posed that iri determining fri.mchise 
v8lues tha.t egrnings shall be a substsntiel element in the measure of such 
V'31Ue. It is the purpose of this propos3l thgt those rciilro'.:ids th01t now 
h8ve substantial eqrning copacity sh'.311 psy taxes in excess of those th0t 
hiwe little or no C8p9city. The difference of the assessed V'3luations of the 
vqrious New Jersey railro<Jds may well be reflected in frgnchise V8lues 
determined in this manner." 

I pass on these recommend7tions for cnreful study by the Legislature, 
county 9nd munic ip"?l officir,ls, by others whose interests are directly 
involved, •md by the public. 

R<oilroad t<:ixes levied in t>w Jersey lsst ye::1r tot~led $1~,296,690,. 
By comput,._,t ions detailed on the l'.:,st p'?lge of the ':l ccomp1:mying report; 
proposed changes in the lsw would hwe reduced this ·''lffiount · $5,033,690 if 
'3 b<rnic tax r'3te of 3 per cent were used or $612,691 if the rste were 4 per 
c~nt-

The new t.3x structure proposed for. the railroads would incorporste 
su:eh a bf-:sic tax r'3te in pl:1ee of the present syst.em of hiwing taxes on 
railroad property vary with locsl rites~ Coupled with the application of a 
uniform rc1te for ill p.srts of the Stste would be e system of V<Jrying0 the 
frsnchise v:::ilU'.3t ions of r<JilroQds in line with their enrnings, so that a 
r".lilro.ad wath lGrge earnings would p8r con~sider:cJbly mo:re tn tsxes than one 
which hod little or no earning csp8city. 

St,3te, county and municipnl governments would ultimately receive 
the full :-,lffiount of psst t!Jxes, 9s they had the right to 8 ssume would hqppen 
when they were incurring oblig'1tions. The railro:::,ds would get a chance te 
pay off these debts over a reasonable period end would be helped by lower 
t<iXes in the future to get their businesses going soundly. 

I understand, as do those who prepared the report, th8t more complete 
datg can alter some of the comput 0;tions thst are appended. Further study 
might be given to the r:3te et which the proposed new· tGX system would be 
equitable., 

There would h':lVe to be some trimming of sails as o result of the 
reduced revenues levied under proposed changes in the t'.1X law. It should be 
kept in mind, however, th9t while levies now Bre higher than these prOpossls, 
e sizeable pqrt of the levies are not being collected. 

I wish to urge educ"ltion groups and teachers in the pension fund to 
note th"lt no proposal is mode to '3Sk them to be'.:ir such loss of revenue AS 

might result. The only equitsble course would be to moke edequr,te provision 
for these activities from genernl funds of the Stc:te. 

In~onclusi~n, I wish to reiter~te that there are large public 
interests involved in the r<1ilrond tax question which overbslance the interest.'.. 
of ':lllY of the p1rties directly or indirectly involved in the existing 
controversy. I trust thet discussion end judgment of these nroposals and 
others thnt h3ve) been or m9y be mcJde will be with cogniz".lnce"' of that f!Jct. 
Any settlement of the r9ilrb3d t3X question must be in the interest of the 
people of New Jersey as i:i whole• · · 
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February 22, 1941 

HONORABLE CHARLF.S EDISON .. 

GOVERNOR OF THE STATE OF NEW JERSEY 

Dear Governor: 

Pursuant to your re9.uest, we have given consideratiqn to· the rail-· 

road tax problem presently ex.tsting in New .Jel!'sey and r'eport to you here-

with our conclusions. 

Among other sources of information consideratfon has heenglven to 

the 

. (a.) br:iefs in the litigation .institu.ted by the railroads in the United 
States District Court· fo:r New Jersey whlch involved taxes for the years 
1934, 1935 and 1936; 

· (b) the opinion of Judge Forman rendered in that case; 

· ( c) the opinion of th~ Circuit Court of Appeals for ·the Third Circuit 
rendered on November 27, 1940, whi.ch reversed the decision of the District 
Court;· 

(d) the testimony o'f Mr. Focht, head of the Railroad Tax Division of 
the State Tax Department·, give1i in. the proceed:i.ng before the .. State Board 
of Tax Appeals in the 1940 tax cases, which is explanatory of the method' 

.J of assessing and taxing railroad property in new Jersey; · 

(e} Senate Bill 304:introduced by Sena.tor Foran on March 27,1939, 
which'wa.s not adopted but which sets forth a. proposed method of compromise· 
of the unpaid portion, of railroad taxes ih l:l. tigation for the years 1932 
to 1938, inclusive, and ;certain statements and da.t~ presented a.t the pub-
lic hearing on this Bill which was held on May 4, 1939; 

(f) Governor Moore's messages to the legisla,tu:re on November 27, 1933, 
and May 2, 1934, and Governor Hoffman's on .January 14, 1936; 

(g) a report dated February 26, 1934, of the legislative committee 
appointed to cori.sider the taxation of railroad and canal property in New 
.Jersey and of the compromise of the taxes then in dispute; 



(h) various data submitted by the Lehigh Valley Railroad Company 
concerning that ratlroad and other railroads involved in th~ problem and 
by the Central Railroad· Compa.r1y of New Jersey. · 

We have also had compil:ed by the ,Princeton Surveys under the direction 

of Professor John. F·. Sly. a :tra.ctual and et,atistical analysH1 . of Railroad Tax 
-. . . . - . . : 

Delinquencies in New Jersey which is annexed hereto as appendices. It 
' . ' , . , '· . 

shows subetantiail;v . tlle eeeen~ia.l facts necee·sary for. ,an intelligent con-

-s ideration of questions,- and to the extent that we believe additional data 

le necessary, we will refer to it in the body of this report •. 

_ In the li.tigation ·presently existing before- the cou~tB and the, State 

,·Board of Tax Appeals which· involves taxes for the years 1932· to 1940, the 

railr~ade ·claim that.the taxes lev_ied against them are·illegal because in 

violation of the constitutions of the state of.New· Jersey and-of the United 

States. Th~,courts-have consistently decided against t:tie·ra.ilroads an~ thi"s 
. , . . I , • . 

_ question is no longer open unless the Supreme Court of the __ United Sta.tee 

shq~ld_ permit the cas~ to be c·arried to that court,.-which we believe doubt-

ful. The dec:isions of the courts, however, (see the decis:ton of the- c_.C.A. . . . . . - . . 

. 3d C:\r. rendereQ'. on 11/27 /40 i_n ·c .R.R. v. St. Tax, Com. J have ·bee~ ·based _on 
- ' 

legal rather than economic grounds and have quite properly left open t,he 

question of whether or not the railroads have· been·· and are being. excess! vely 

/t~ed in New Jersey as _a matter to be determined by the legislature and not · 

by -t,he courts. _ 

·we have. gi,i-en our principal consideration to the two_main pr-oblems 

involved in-the_ railroad tax.situation: 

2 -
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. (a) whether the st~te should a.ccept the proposal of the litigating 

_/ railroads to pay over a period of. t:ime about $10,876,000, in full settle-

. ment of their delinquent t'axes for the. ye,ars 1932 to 1940, inclusive, wh1ch 

amount ( exclusive of very substa.Tltial interest) to about $34,268,000, and 

(b) whether the preseilt railroad tax law should be changed, and :U' 

so, in what respect. 

We will· discuss these: questions i;n the order in whicb they have l;een 
- ' 

stated and will, give our conclusions separately with respect to, each. 

Should the Compromise Prop~sed :et Railroads_ be Accepted? 

After. consideration of this question, we have decided that the com-

promise in the form proposed by the railroads should not be accepted'by 

the state. Our reasons for this conclusion are as follows:, 

Page 12 and the follo"1iiig pages of Appendix I, whfoh is attached, re-

veal that roughly one-half of the delinquent taxes owed by the litigatin_,-3 

r~ilroads, about $16,8~9,000, below3s by v:i.rtue of the provisions,. of the 

ra:tlroad tax law to the various ·mun5.ci:palities of the state. 'l"nis ta.x was 

assessed on secon,d class railroad property located in these munici:pal:t ties 

and is part of the genera~ property tax of each taxi~1 district COltp:tised 

thereln. 



TJi.e total, t;17 ,030,633, of' delinquent second class railroad property 

taxes throu._:;hout the state, substantially all of wh i,ch is owed by the rail- -

roads :i.nvolv:ed ::nthis problem, is for the account of 281 municipalities, 

,and §2_ per cent of this amount ls owed to the te1i mun:icipaJ.ities of Hudsori 

/ County. Sixty-one l)ei· cent is owed to J~rsey City 1:1lone. T'ne table, on 

page 13 of Append::x -I shows these delinquencies expressed EtS percen,tages -

of _total 1940 property truces lev5.ed in five Hudson County municlpali ties. 

In Jersey City this percentage :Ls 32.5; :tn West Ifew York, 37-9; · and in 

Weehaw~~e1~, 81~8. As com:pa:ted, with 33 per cent in Hudson County, the per~ 

cent age is only 4 :i.n Essex County, 3 in Bergen County; and ;LO throughout 

the rest of the state. 
I 

On pages li'..1 and 17 of Append.ix I we show -that lf the -propo13ed settle-

- men.t offered by the railroads is accepted, the municipalities. of the state 

-would receive about $5,000,000 ~nd would. be compelled to write off a.bout 

$11,814,000, Hudson qounty·tnunicipa.lities W'6uld receive $4:,212,600 and 
) 

would, write off :t9; 805,000. Essex County m:unicipaliti.es would receive 
- '· $203,000 and write off $472,500. Bergen ,county municipalities wouldre-

cej_ve $152,265 and wr:i.te off :)354,42Q, and the rest of the counties of the 

state would rece:tve ~50T,549 and write off ~1,181,399. 

T'rie foregoine figures have led us to c'onclude that, the settlement 

proposed by the railroacls should. not:; as a matter of' fairness, be cohsum~ 

mated' wHhout the approval of Hudson . County 1Jecause p:l far the largest :part 

.. 4 
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of'. the 0 delin_quent second class te.x 1s· .feceivabie l:iy· 11m,nicl.paliti.es of that 

~county~.·· Acceptance of -the compromise '-Without .th'eir -co.nsent would ·j_n e:ffeot 

be dep_rivlne- thern'of va.lua1)~e -assets which the law :gives to theni.· .As a. 

;matter o:f pra·ctica.1 fact, "*e doubt .if· tl1e compromise could be consummated 
I . - -- V ... _. • 

;without their .-'cooperation. 'i:ts evi deuced . by the · failure · of · the iegislatu:r.e · 

to ·e.q.9pt the .Foran.- bill (Senate 304)', -which' contained su.bstantia;l.ly the 

_ comp~om.lse now offered. _and';. failed of . pa.as age . in 1939. 

The first class ra:tlro~d tax·delinquenc~ of: ap:p~ox:tmately $17,800!000 

is owing in the first instance to the state and through it to the state 

fund, the teachers' . pensi~~ 'fund and t.0 the counties of the state for 

· schools in t.he proportions! shown on page 7 of Append.ix I·. Thie tax lends, 

itself' more conveniently t6 the proposed settlement than the sec.ond class 

- tax in that· the wr:tte-off~:could perhaps be made up in part at least by 
. ' - . . . -

·.the-state 'from other sourc'.es of revenue. It 'would be difficult, ;however, 
.. ' 

to compromise ·the ffrst class ·tax without also compromising-the· second· 

- class tax • 

. --
It is also impractical to c,onsumm.ate -_ the railroads' offer of compro- , 

m:tse because four of the E:Seven railroads are in barikr~ptcy and three of 
;_,.,,,, ).i, :_/ _ _. _.,. 

-·:these -- Cent~al R.R. of ~.J.,:-New Jersey and. New York, and New York,- Sus- -

-quehanna and Western_ -- h4ve 'Wi_thheld announcement of th.eir willingness to 
- . 

settle on ,,the pr.oposed ba.s_is. Wh~t they .will or can do· respecting the pro-

- ,posed, compromise -is :not pfesently _known because their course depends upon 
I,. 

5 -



the decision of the ·courts under whose jurisdiction they are J?-OW operating., 

Tb.is mea.."1.s that there is really no actual offer of settlement except from 

. the Lehigh Valley, the Lackawanna, ·Erie· and New York Central. 

We are fully-aware of the fact that the railroads not now in bank-
' ' 

ruptcy may-·place themsel:;,.es under the courts' protection if the state seeks 

to enforce the collection of the delinquent taxes, and, that in co:(lsequence, 

the state, and hence municipalities, ID£tY never: be able to collect more of 

the second class tax than the amount now offered. Still we feel that, in 

fairness, this g;u,estion must b,e determined by the · enti t:\.es so preponderant-
' . 

ly involved, especially those mun:Lcipalities which have in good faith an-

, ticipated revenues virtually promised ,th~m in the past, by the legislature 

of New Jersey. Since they oppose the settlement, we do not·feel thatwe 
•j 

can a.dv:ise that the sta.te accept it againsf their wishes. 

We believe, however, that the :tnt~rest which the .entire state has in 

the efficient operation of its raHroads makes advisable the settlement ·of 
' ' the tax delinquencyof the seven litigating railroads upon the basis of 

payment by them in ful,l of the entire amoimt unpaid over a, designated 

period of years wi-thout the presently accrued interest but with intefest 

at the ra~e,,of 3 per cent per annum .from the effective date of the coffipro ... 

111ise. 

\ 

Coupled with sw;h an understandj_ng :,the railroad tax law should b~ · 

amended as-hereinafter provided. The proposed amendments will, we bei:teve, 

have the effect oi' redu<Hng taxes for those railroads who'se earnings Have 

-'6 \-



been reduced. Such a settlement would be aclvanta,geous to Hudson qounty in 

that it would provide for ultimate receipt of the full tax levied; :lt would 

not be unduly burdensome on the raj_lroads not in.bankruptcy because they 

would receive sufficient time to pay, would be relieved of a. very,substan-

tia.l sum of interest penalt:les, and very likely would be relieved of the 

necessity of placine themselves under the control of the courts. 

The railroads in ban}~ruptcy would havt'l to obtain the approval of the 

court before they could accept any compromise and payment by them of de-

linquent as well as current taxes would .be dependent upon court order; 

but their existln.g delinquent tax blll would be substantially reduced by . 

the eliminat1on of the penalties and they would receive tlme to pay. 

Their reorganizatJon and discharge from judicial custody should be expe-

dited pe.rticularly H their current tax accruals are reduced by the change 

in the tax law suggested below. 

- 7 -



Should 1'hc~Prer;ent Railroad Law Be Chane,'ed 
·And If So In Res,eect?, 

''l'he · law" under which railroad-taxes are assessed is contained in Chap-

ters 19 :to 29-1nclusive of,Title 54 of the Revised Statutes of 122.1• Since 

1884 to -the JJresent tir.ie, the law has directed the separate valu.ation an:l 

taxation of four (4) classes of railroad property. These classes·are set 

forth in Revised Statutes of 1937, 54:22~1, as follows: 

"I. The length and value of the main stem of each rail-
road, and of the waterway'of each canal ~d the len~h of such 

. main ·stem and Waterway in each taxing district;, 

"IL· 'I'he Value of the other real estate- used for rail-
_ road or canal purposes in each trucing district in this state, 
inclu9-ing'the roadbed (other than main-stem), waterwa;ys, res-
ervoirs, tracks, -buildings,_ water tanks, waterworks, riparian 
rights, docks; wharves 'and piers, and all _other real estate, 
except ~ands not used for railroad or canal purposes; 

- "III•- The value of all the tangible personal property of 
~ach railroad and of each canal com:_pany; 

. "IV. The vaiue of the remaining property, including the_ 
· franchise • i, 

The law prescribes no method of valuation of railroad proper~y for 

·_tax purposes. It leaves to the . assessor the choice of the rnet,hod of val-

uation, how_he should determine values, what exceptions should be made, 
' - . 

what standards of value he should adopt, and what information he should 

require iri the true.returns submitted_by the railroads: The assessor is 

empowered by the statut~-to use his own knowledge and judgment as to the 

value of the property to be assessed. (Focht ,2671). 

- 8 -



It appears from the testimony of Mr. Focht, who is incharee of this 

work for tpe at,ate, that two general rules have been f'ollowed by the state 

in valuing railroad property for .taxes, namely. (a) the :::onoti tutional re-

quirement that all property shall be assessed under uniform rules accord- . 

ing to its true value, and .(b) ''true· value" is value at which, in the' 

judgment of the a~sessor, it would sell on the assessing date at a~ 

fide sale between a willing buyer and a wiHine seller, neither of whom was 

under .ans necessity or compulsion to deal with the other. 

The railroads contend that the New Jersey assessments of railroad 

property are excessive BJ+d result in such heavy-taxes that the railroads 

are unable to pay them and still maintain their property in efficient op-

erating condition. This.results, the railroads claim,fro:ni the failure; 

of the state to include in its· indicia of value current ~ailro~d>earnings. 

We believe 1 t ia a :f'act that the state of I~ew _Jersey · does not accord any 

substantial consideratfop. to railroacl earnings in fixing value·. The fol-

lowing table . of gross system revenues,. net operating income before ta~es 

and fixed. charges, and New Jersey taxes for the years 1926 to 1938, cover-

ing all·the.litigating railroad.a and supplied by the Lehigh Valley Rail-

road,.seema to"bear out this contention: 1 

I 

1Barrett, p. 3 • Table of Gross Earnings and Taxes -- all roads. 

"".',·9 -



1926- . -
1927 
1928 -
1929 
' Avera_se 

· ':t932 
1933 
1934 · 
19,5 .. 
1936 
1937 

.1938 

Average -

Grooa Revenueo· 
(System} 

-~942, 147,944 
902,932,124 
896,022,719 
919,987,850 

. Net. Operating ·rn- ·· -. 
· come . before Taxeo · 

and Fixed Chargeo 

~233, 732,944 .· 0.928) 
.204,431.,058 · (1929) 

- 219,984,035 {19.30) 
'223,543,212. f1931) 

. . . 

'.~915 272 ,660•100° /o $?20~ 4~2, 8l'i•l00° /o · 

-;t,477,758,~70 
458,764,283 
478,273,380 · 
494, 660~ 285 . 
569,032,721 
573,760,031 -
_476,905,957, 

$87,426,169 
;97, 102,784, 
94,352,609 
94,493,825 

124,720,764 
111,235,396., 
77,873,574 

(1934) 
... (1935) 

(1936) 
(1937) 

. (1938) · 
(1939) 
(1;94ol 

New Jersey· 
- Taxeo (a) 

$11,643,785 
i1,9o4;341 
12,779,311 
13, 154:, 119 

:t,12,37.0,390. 

•$12,270,836 
12,347~490 
12,291,809 
12,164,446 
12,764,381 

· .. 11,325 741, 
-11~478,613 

. $12;02of474 

· ·. iThe average gr.~ss·· earrtings of th~ lat~ot.·per1od. '(1932-1940) are 
therefor;e 55.08°/o 9f the _earlier period (1926"'.'.1929), wh.ile .the'net. · 
ee.rninga available f.or taxeo· and fixed . ~hargeo for the- latest period ·· 
are 44~54°/o of the average for ~he pre-depression period. . 

(al --A~ses~nt ~d taxes tw~ y~ars. J,ate~. thEl.ll :f'iacal: year. 

The railroads a.re, -of course, publi-c· utiti ties ":tn ivhds~ ~~lfa.re the 

publ:1.c has an important · and profound inte-rest. . For this reason the i-ail-
. . 

roads- are not free\as other .corp;rations.aFe to fix the terms and co~di-
. . , • . I 

tions upon which they do business,. They cannot regulate their income '1,e- · . . , ' . . . . . 
. ·, . . ' .. . . . . , . 1 . 

cause they cannot fix their own freight o.r passenger rates; theJ cannot 
. ·- ., . . -... '. ' . '. 

. I, ' 

relinq1:1ish :unprofitable.lines or property, at-will but only with'the ap-
proval of public authority which ia-usua1ly di1'ficult to obtain;·their 

. ! • 

rates of" wage~ are matters of.public conbe~ and regulation; .they are 
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complet~ly subservient to public regqlatory bodies because they are public 

corporations. Their income is ',t~erefore largely 1)eyond their individual· 

control. 

Railroad income is expendedfirst for labor and taxes. If anything 

is left, payment is made t0 the owners. The railroads' must defray the costs·. 

of transportation and of the maintenan,ce of their equipment before any 

disbursements can be maa.e'to the owners. Of the seven railroads involved. 

in this discussion, four are already in bankruptcy, namely: .Central R. R. 

of N. J. which owes roughly ,t13, 450, OQO of. the total of about t34, 268,000 

owed by ail of the.litigating roads; Erie R.R. which owes $4,700,000; 

Susquehanna which owes ,i1,217,ooo; and the N. J. and N. Y. R. R. wh:I.ch owes 
' . 

about ::~287, 000. The roadsi,not in bankruptcy are: the Lehigh Valley whtch 

owes about $4,550,000; the Lackawanna which owes about $7,Z545,,ooo, ·and t.he 

N. Y. Central which·owes about t,2,700,000. 

The Lehigh Valley has had.a deficit every year since 1932 except in 

1936 when it earned some money. It has paid no dividends on its preferred 

stock since 1932 or on its connnon stock since 1931. 'Wi thi:g, the- last year 

or_ two the Lehigh Valley, throusl} court proceeding-under the Chandler Act, 

has received some relief on its bonded indebtedness which we believe has 

been in the nature of the postponement of maturities. 

The Lackawanna has had a deficit in every year since ;1.932; it has paid 

no di vid~nds · since 1931. 

The New York Central had deficits fro:rp, 1932 to 1934 inclusive; incane 

in 1935 to .1937 inclusive; a large deficit in 193E3,and income in 1939 an::l 
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.1940. 

; 

of the. four r.ailroads in bankruptcy a;re hot receivi_ng any pa:ct of the 

fund,, Wl3 belieYe t.:qat t;h.e; real :p:i.~oblem. J.nvoJ;veq. :IJ1, thls, br,anch 9:f 9ur 
. ·. " ' '• _., . .:-··-· . .. .. 

•···· ... - . . 
-d,iscti}is:i 011 is. hov ea.ch do,llar_ of rai~rR~l¾_c'in9ome_,_shp,l;).,,;b~- d~str~buted 

among J;:wo .of the :tni-ee ra?,J!):t\,p;Lad.ma.:p.,t,1:31"1,~pie.4 ·,abov;e: ,.th~ work.,e;r;s - 03:<d_ · t1ie 
' . . . . • . . i. .: : •. " ,.. . • '· . . ·-. ' . .... ;)_ • <. ., ,., - ~-- . . . ,. • ',<" • > • • ... 

government.'. Wli1le .the bondho'lrlera of\ the other . roads are prob.ably .re- , 
: • • '. • · . ' 1 • •. : •· •• - \' -··, -~- _; , ' i.': .. . ·. • ' • . ; .·: 1 ; 1: , -~ • - " ' : • .,- " . -.. • •• < • 

ce.~!1~ tf;ElJ;P; _i11:t~r,13st, in -~a~t 1'l:t least,, th~:;_.at?9kliplc,ierE3, _are, re~e=1,vi~ 

no_thi~, _and the sec.urity ,of the J)Qndho3:-ders se-ems_ t9 hay~ bee.n. 1:rn.pa,ired'.: .. • . . . ._ . . . . : . ,· . . . 

The o'W!1ers, oJ theJqew Yor~ Ce~tral,, ~h,l.le bette1· .off_ :proh~bly tp.:all_- the :"- .. 
'·. '·. . . . . . . . .. · ~.. . . . . '' . . ' ' . . 

. BE'!cµ:-c,it-y. :µolders ·o_f any_ of .the other ra.:l.lro~d .conipaniee.: involved, are not v· ,. ·· - : _ ··.; '. - •· ~;__ · · ·: ·; ' ·. · · ·. ·. · · · • · · . · · , · . 

in.a .very sequre _:posttlo_n' •. 
. l... - '· ... 

r<>'' -t;he 'extent' that/the railroad 'in~ome dolla~ is dJ.strlbiltecf to the 

workers,_ the_ maintenance of th~ -railroad :rn good repair and its· efficient 

_ operation. is enhanced. Other things being equal, some pre.ference, we be- --
. '; ' -·.. '· . , . . . ·-; ', ~- '\ ,.·· . . ·. "\ 

J,j,_eve ,. E(hould, be given to this ,avenue. of _distrilmtion, espec:lally if', as 
' . " . ·,- . . .. . ' . . . . ·; ,' •, . ', . . . . . . 

we pelieve is ;the fa~t, New Jersey, has been more severe in the taxation .of 

her-railroads than other states • 
. } :/ 

Ther limited area of Iiew Jersey arid her intenstve indus:trial develop.: 

ment 'io.a.ke her peculiarly dependent ,t,;on efficie~t transportation -at rea-
\' 

so:q.able· ,co$t .-beo.ause only_ i:n · t;tiat, way· c_an she secure adequ~t!3 :raw materials 
. . . . - \ . . . . . . ·. . \ . _. ' . ._ ' ' . ' . . . . . . ' . 

'at· low cost and. the necessary o:ppo~tunity t? sencl h_er f:l:n;t.shed pr9duc:t!:'! 
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throughout the. CO'Glntry a;c'competitive J;rices. · Only 1•ai'lroadp ,ihich are 

efficiently and ·economically managed can su:91ily this ·service wM.ch is 

unusually necessary to New Jersey. If our railroads sb.ould c~eteriorate, 

the state would suffer economically. 

If the tax loe.a of New <Tersey raill~oads is too great, it is to be 

ex_pected that the rnaintena;nce- of equipment and cbnsequeritly efficient and 
. ,, '· ' , . . ' 

economic operation of rail:road property will decl:i.ne.. Not only will this . 

cause economic loss to workers and merchants in the state but the u.oeful-

ness of our railroacts in aid -of national defense will suffer. In these 
-.. 

days when our" federal goverrun.ent and all the ci ti_zens of our country are 

embarked on a. superlative effort for national uefense, we should be par-

ticularly careful that ou'ti railroads are 1)ei'Taitted -to earn sufficient inon-

ey to ke.ep their properti~s in repair and capable of rend.ering maximuin 

service.· 

A statement submitted by J. K: Hiltner, Traffic Manager, United States 

Pipe and Foundry Co., at the hearin~ on Senate Bill 3olr in May, 1939, ·con-

tained thefollowing: 

11'1.'he other serious condition that would confront the in-
dustries of New Jersey if the vollune of our business should be 
suddenl~- incraasea, e:tther as the result. of a return of pros-
perity or of a war demaI1d for transporta.t:Lon, is strikingly 
suggested lly a report which the lnterstate Coramerce Comr.:Lsoion --
released last rn,onth showins the extent to which the raill"oa.o.s, 
unc1er the :;iress,;.re of the depress:.o.n, hv.ve reducec1 their fac-
ilities and particu1a1'.'ly their-equipment •. 

. This report, for example, shows that , j_n 1929 the Central 
Railroad owned. 22,780 freight cars, whereas in 1937 j_t owned 
only 12,850 freight_ ¢a.rs; _the D. L., and W. in 1929 01,med 
25,900 freight cars, and in 1937 they owned 19,070 freight 
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ca.rs; the Erie in 1929 owned 44,;;90 fre:tght earn, while ~.n. 1937 
it· owned 25,665 freight cars; the Lenigh Valley, in 1929 owned 
26,154 freight cars, while in 1937 ii; own.eel onl;,· l:i,485 freight 

1cara; the New York Central in 1929 owned 2rr, freicht cars, 
while in 1937 its ownership had been reduced to I4C,ooo 
freight cars. · · · 

, To people farl).iliar, or who have had experience vith this 
transportation problem, such fieures a.re startling. The: meari 

\ .. . --
tha t if e.nq_ when business in New _Jersey b~comes nbrraal ac;ain, 
we are likely to be confronted with the most serious car short-
a5e in the history of ,the State. I. 'se.y t.o you with all the em-
phasis I can comrn.ancl that if the policy of the State , of Hew Jer-
sey in over-ta:x:ins its railroads is largely rea:pons:tble for an 

' enormous retirement of freicht car eg_ui:pment which haa occured 
in this State durinc; the past six yearn, then ouch 1Jolicy will 
prove to h~ve been totally le.ckinc; in Y:'..sion becaLlSe :i_t will mean 
that when ever;ythin5 is set for transportation to come back, Wy 

• will have .a b,rolcen 6.mm machine that will :make j_t impossible 
for our factories and industries to, meet the demands_ which wi:11 
be :placea. ·c1::,on them. 

, Nore over, this report by the Interstate Commerce Commissio:n 
contains a lot more statistics showins not only a startling reduc-
tion in the available freight cars owned by". these New .Jersey rail-
road.a, but the f:L@ires also demonstrate that the rit7)1ts -of way 
arid rails and other facilities a:ce not being maintained and re-

._ paired according to no_rmal atanc.ards. These figures show, for 
example, i1,1 the case, of all of these New Jersey railroac'Cs, that 
the number. of tons of rail replaced a.np.ually during the past 
five ;rears is les.s than 50° /o of the rate of replacement that 
:prevailed in 1929. 

Furthermore, they show that the number of man hours em-
:p~_oyed by these railroads in the m.a.intenance of ways and struc-
tures during the past five years has been less than 50°/o of the 
normal employment• in maintenance- work. 11 

·The President of the New Jersey Taxpayers Association at a public 
r . 

hearins helo. May 4, _1939, on Senate Bill 304 sta,ted: -

"I am an employer of labor. F'or- years my company founa. 
in common with hundreds of other companies aroun9-,the-State, 
that prosperous railroads were large buyers. The railroads 
ha~e not been larce buyers for years. And. as a result my 
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·r , 
COlll]a.riy ha~ not eraploye'd men who ne.ed work .and whose lack of 

· steady income hurt.s>ua ,al:l, but ·when men can't find work the 
home owner is the one who · su::ffers most. 

When the ·railroads are practically bankrupt and cannot 
buy, the;ri unemplo;yllient is made worse because industry after• 
industry which depend- upon a healthy, condition of.the raii-
.roads,. finds.its market gone and hence can_offerno-Jobs to 
the workingmen who :b.eed·them,.and these workingmen in turn 
fall .back upon the State for support, thus adding to the taxes c 
of -those who still f18.Ve jobs·. ' Again th~ home owner suffers • 

. ,. 
Still looking ~t.this :problem from the ata.ndpoin:t, of the 

mnallhome owner, what will the ~ffect.on his investment be if. 
the railroads are d:t-1ven into bankruptcy so that their train 
serv1:_ce must J)e curtailed; .I live on a railroad th~t 1s·a1-
ways in. financial trouble ~a- I do no.t note that anybody ei-
th,er employees or hpme _owp.era, are benefitted. j Alf over the 
State -there are cOllll:nuni tie's depending on regular. and efficient 

· · train service. Isn.j' t it clear th.at the value of their home, . 
will . be reduced if the . ra:1,lroads on wh:teh they depend are .·. 
forced to ._e;µrtail tlleir service and facilities? 11. '· 

. '-, 

\ ,· 

The President· of th~ New Jersey State Chara.ber of Commerce at . the 
.· · .. ·'.··· .. 

same pill>lic hearing said:,, 

(t) · Th~ rail;roads constitute one of the chief indus-
tries.of the State,>employing a grea~ army of citizens which 
in normal times e:x:c~ed'3d 50,000 and. at the present time: ex--
ceeds ·27,000 indivi4uals EJ+ld purchasing approximately 
$25:, ooo, 000. annualiy of: 1naterials and supplies from. New· Jer-
sey industries. ·· 

(2). · These ra;ilroads are .performing a vital pub-lie ser-
vice, transporting;:ilot merely the raw materials and_fuel in-
bound andlllailufacti.,J;redproducts outbound on which the prosper.,;. 
i ty of. our factories and ~he emjlo;y1Uent .of our working people 
depend; out they also transport daily over .325,000, commuters •. 

'.(.3) · Any d:ta:tuptiori or c~rtailmerit -of this eervfoe upori 
which industry depends for prompt and efficient handling·of 
,goods and passenger travel; would be diQa.stroua to the busi-
ness interests .of. the State. It would be as·serio:is_to ~11 
business as it wou],d to l'a.rge business; ·every one would be · 

. . II 
affected. \ . 
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Judge Forman in his· opinion in Central Railroad 'v. State Tax Corf}-

mission pointed out· that the decrease in· earnings of the railroad·· prop- . 
. · . l 

erties is not temporary but has been due to a permanent loss of·traffic 

. · as· a reaul t of ch8:1-ge'a in business a.nd transportation methods. It must 

be remembered, he said, that these railroads were·built to provide trans-

portation before the perfection of.the 'motor truck and the construction 
• ' . : ' , '.i ' ·.•·· , ' 

of the highway atatem. A large proportion of the traffic formerly carried 
•I •. • - ' 

,. 
solely by the railroads is now being transported. by trucks, buses,:~.· 

The rapid development of concrete state highways has resulted in.the diver-

sion to truclc haU,lage of a vast tonnage of freight including a.nthraci te 

coal. Coal shipments have also declined because of the·growing use of 

petroleum for fuel which does.not move by rail to any extent. ·Judge For-

man said that he was moved to take notice of the lose of export traffic.· 

Foreign nations have. increased their custom dutiee on American products 

in reprisal for the·· increase in the tariff on imported goods with the re-

sul t that their trade has gone eisewhere .• He concluded that in order to 
\ . 

reflect thid deflation and diveraion.,of business, it is imperative that 

the earnings aho\lld perm.ea te eve1~y · item , of railroad property tangible · and 

'intangible. 

Harley L •. Lutz, Profes.ao~ of Public Finance, .Princeton University, 

published a pamphlet entitled "A Statement on the Proposed Com.promise Set-
. ) . . 

tlenient of the New Jersey Railroad Tax Levies" inMay of 1939, in which 
' ' r • 

he ·a.hewed that the ratio of .taxes to Grose .Revenues: of ·.Clase •I Railroads 
: . . . 

-.· . . . , 

in the United States for the years 1932 to 1938 ~as 9.56°/o ,(page 5) 
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' 

I.,__ • 1~: ,'- . 
whereas. for each of· the f:;l.ve' more· important New. Jersey roaa;s involved 'i:n 

this probl~ ·-the' ratio (qn a ·ayatem basia) was 11.19°/o in.:: the case o.f 
' 

the Delawal"~,; Lackawanna '.;s.nd Western; 7.19~ /o' for the· Lehtgh Valley;. 

6.87°/o for Er:te; 20.o8°}o·for Central Railroad of New.Jeraey,·and 8.95°/0 

for New York Central~ 

. , , Profesa'or ·tutz also jshows (page 7) '.that' if 'the rail~oad taxes levied . 

in New 'Jersey·are .com.par~d witli th;at part of system earnings allocated: to'. . . ,- k , -.. -

, I ·,. · 1 _ . 1 ·"' - · ., , • · •. ' • - .• ,. ,, •• 

.New Jersey<'on the basis <:?'f all track miles which givers at least"s-ome re';. · 
. . ' . . . . . . - ' 

cognition to ·th-e fact t~t New ·Jeraeiy' :ire ·a terminal state,. the nationwide 
• ) ,l, • ,' __ ," . • I _:_ • I • • .. ,-

ratio of taxes to grosa.e~nga which/ aa stated,'- ia 9.'!>6°/o becomes in· 

Ne-i,' JertJeY'25-.·3°/o: for Lackawanna) 25 .4°/o f~r Lehigh: Valley; 23. 7Cl/o· 
, for: Erie}; 20:. 09°/o :for Ne;tr' Jeraey Central'. ana·· :46 .2° /o for' New York C_en:..- · 

tral. 

Comparii'oons m-e aiad g'iven in the pamphlet which- show,' 'for '.'instance' 

in the'caSe'of the Lehisl;i;;Valley'Railroadthat New Jersey·te.xea'for 1932-
,, 

1938-were- 60.44°/o of it~ entire system .taxes,-while it had only 9.41°/o 

.· of, i ta. road- in the state iand · only 16 .53:0 /o of ·1ts trackage. -:rµ'. the. ·case. -
'.ii :f the'- U:ic~w~a: Ra'ilroa!d the New Jersey ta.xe.s were1 63 .3rP/o of the sys ... 

' ' • I 

tem-taxea while only.23.7°/o of :i.ts road was in the state ahd'-only 28°/o - ';, 

of ita trackage. 

:An.other colilparison,:~lven :i,n Professor Lutz·• e :pam.phlet<based cm an.:-
- . . ' .... _·r . - -

nual averages, '1932-193'8/ .ia 'that. in·: the· ca~e • of the. Lackawanna; the a.ve,r-:-, 

age tax per -mile-'of' roa.d>;¥.-1thi:0: New Jeraey was,~ $13';961 'whereaia ,i.t was 
', ' 

, , ...._ J :·l,1 

$1,649 per mile outsi<le o+jiNew·Jersey; and the average tax per mile of 
\ 

,,j• ,, 
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· · track within' New Jer1iey was $4,315 and $641 without the state. 
. . 
Similar 

- ' compEµ"isons with,reapect to others of the litigating roads are given, 

•each showir:g a 'mubhhighe!'tax in New Jers~y per mile. of'road and per 

mile of track than 'outside of the· state • 
. , 

The- same pamphlet contains a comparison of the operating ·income of 

f:tv~,of the litigt:l.ting rail'.roads (v:ia: La~kawanna, Lehigh V~lley, Erie, 

Ce~t~e.i R.: R. of N~ J. N. Y. Central,) averaged for the yefU"s 19,2 to 
- ' . . 

· 1938 allocated tb New Jersey and th~ ·taxes levied by New Jer~ey. · In the 

·. c- case of the· Lacka'ffflililB., the inc~ was $2,492,927: and the tax $3,270,553; 

in the c~se of the. New Jersey Central it w~s $2,794,364~ inc~ as· ~~ar~d 
' - . ·-,_ . -

with a tax- of $3 ~·843, 091 and the remaining roads ~howed in ~very caoe ·; 

the av:er~ge annual :tax was greater th~ the average amiual. net· operating·· 

.income. 

:rn·:c01Dmentirig on this comp~iaon, Professor ·Lutz oays that. it .is 
• f_ - • .- • 

fortunate for N~ Jerse1 that.the other ·states in.which these railroada 
. . , . , . -. ·. . . .. . .. -·· ... ·., ' \I.' . 

. operate did n9t attempt to keep pace: with 'her, in the· amount of railroad 
- ' . . . - ,,· . 

. :taxes levied because the. ca.paci ty of these roads to serv~ New Jerse?° pop::. 

'. ulation and induEJtr.:f_es would have been impaired much. :mor~ severely· and . 

- at a mu.ch earlier date • 

. :-T~e pamphlet referred to shows on page ii.: that on an mmual average~ . · 
' ( -..__ . 

1932.to 1938, the ratio of taxes to ope~ating income of five of_the ra;1.1:.. 
. - ' : . ·.' :", 

,roads involved was for the New' York Centrai 246.36'Vo in N~ Jersey arid' , 
• • - • J - , • - • - -- ., 
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outside; for the Erie 10° c::3°/ 0 in lJew Jersey, and 18.40°/o outside; and 

for the Lehigh Valle~' 137.26° /o in New Jersey and 15 .04° /o outside. 

A publication of the Interstate Commerce Connnission, "statistics 

of Railways in the United States 1937 ,:'' shows in statement No. 39 the tax 

accrual~ in each state :p~r mile of road. In this·statement, New Jersey 

is highest, viz: :~9,902 per mile as compared with the, average throughout 
' ' -

J 

the'United States of t1,475. 

New Jersey see~{S to justify the larce taxes assessed against its 

on the ground that it io a bridge-head i:itate with short mileage 

,and large terminals which are of great value. While .we- agree that a _short 

line railroac.leading to 1a valuable terminal hasmore·value per mile'than 

a road of Q.1 eat length leading throuci-'1 a s:pa.rsel;r settled distr±ct, we, do 

not think the. corirparison~ made in Profes.sc:r Lutz' s pamrJhlet can be ade-

quately justified on this basis part-icularl;y where his allocations are 

made on an all-track basis which allows, in :part at least, -- for the value 

of the terminals. 

An opinion of Judge' Clark of the District Coi:1rt of New' Jersey, render-_ 

ed in December of 1940 in the Hatter of the,New York, Susauehanna 

Western Rai1_~9~d 1 shows a com:parioon of taxes levied r,er mile of the rail-

roa,ds of Hew Je·rsey and certain other states in 1931 "to 193C This l1as 

been, extende& throuc}:l 1938 as follovs: 



_·State 1931 1933 1935 1937 1938 
,· '-· 

. Hew Jers.ey ' ·,i; 6 $9,136. $8;998~ $9,902. $10:,.545. · ':'10, 25 • 
Dist. of C0. 4,-481. ·4,378. 3,~937 • - 1,946. · 10,156. · 
Rh_ocle _ Ioland _4, 016. 3,741. 3,570. 3,845. 4,164. 
New Yorl~ 3,550. 3,522. 3,039. - 3,720. 4,351. · 

- Data ob_tained from Ihteratate COilllller~e Commission, Stat1ati_2a 9!!. 
I\ailr9.~~.8 El tl'Ol.e U:aited S_tatea, Annual Beports,- _1931-1938.-

' :Professor Lutz refers on page· ll of h:1 s pamphlet to yhat he calls the._ · 

sinister significanc·e _ of the deficits qi-the railroad.a in question as re-
_, - . . 

vea.l~d by a circular o.f th!=l Interstate COllllllerce Oommiesion da.t'9<l, Jan-µa.ry 

l, 1939 ,-ih:l.ch reported_ t~t as of that _date t~ un.d.el"-mainte:nance of_ the 

. _ Central Railroad of-.New Jersey was .$4,874,814;, the Lackawanna, $ 2,091,800; 

the Erie,(i~,102,801; the Lehigh Valley, $~1634,2,5; anc1 the Readiris~ 

$6;336~373~ 

, .· - . 
We-believe it·is common knowledge that real estate and other prope;rty 

is not assessed in rtew .Jersey at full value. The percentage of full value 
; • I.·, 

·a• ·• ,_ 

. re:i;,resented by asses.mnents probably varies in the different trucing districts 

acco~ing _ to the judament of the local assessors· •. · Several state -commibs:lnns 

:or otp.er investigating bod,ies have attempted to f:Lnd out _what the state 

·aver.age_ is in _this · regard but without, complete · succesfj'. _The properties of 

~the railroads, however; -are undoubtedlJ aaseased for at least full' value 
. .,, . , . . . / . - . _'. .·, 
against whicll the· average state t~ rate i~ applied in th~_. case of first 

·class-property and the-local rate in. the_case 9:f'second class property~ 

The aver~ rate in 1933 was 3·.7~0 /~ and 4.63°/9 in 1939. Th-is is_ prob.:. 

ably one explanation of the.high tax~s assessed against New Jersey rail-

roads; 
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Consic:tering- this problem from the standpoint of the welfare. of the' 

state, we are led by the foregoing data to the conclusi;n that the econ-

omlc interests of New Jersey require amencuuen~ of the. railroad: tax law 

·so that taxes on the railroaecs will be reduced at least with respect to 

those railroads which are having difficulty in meeting operating expen-
1 ., -

sea.· If truces are not reduced/we believe that the ability of these roads 

to transport pasaeng~r~ and freight .efficiently and at. reasoriabie co,st 

will,be jeopardized. Such a result would manifestly be most unfortunate 

in an .industrial state like N~wJerriey. 

We therefore recommend: 

· (a) The payment bf. all railroad tax delinquencies in full 
over a designated p~riod of yea.rs without penalty. 

(b) A ne~; true strv.cture for the railroads based ;upon a 
.100°/o ~.valorem valuation as at present0 but levied against 
at a flat rate tentatfvely suggested as 3 /o. • 

(c) The · second class railroad true be apportioned to the 
various municipalitie;a. · Each municipality will receive that 
portion·of the second cl,a.as railroad tax determined by the , 
ratio of. i ta total lo'cal assessed value of second ciass rail 
road property to the total assessed value of second.class rail-
road property in the state. 

(d) The first class railroad true be paid into the gen-
eral- fund of the state as at present and apportioned by the 
legislature. in such nianner as may be determined. We urge that · 
~locations for educational purposes be maintained as closely 
as possible to the present am.cunt either from this fund or 
from other funds. 

., . 

(e)·rn order to assure that the railroads' capacity to 
pay truces is given pr,oper consideration, it is proposed that 
in determining franchise values that earnings shall be a 
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substantial element in the measure pf such'value. •It is the 
purpose of this proposal that those railroado that now.have 
substantial earning capacity shall pay taxes• in excess of 
those that have little or no capacity. .The d:i,fference of the 
asQessed v-,aluatfons of the vafious·New Jersey re.llroads may. 
well be reflected in franchise values determined in this man-
ner. 

We_:believe t~at legislation giving effect to the foregoing recom--

mendations, would be beneficial to the State of New Jersey as a.whole be-

cause it would materially red'(J.ce railroad taxes w:hich' a:ppear·to us to 

be presently to? high, especially as compared with the ability o,f the 

·New Jersey railroads to earn money. If railroad.taxes are not reduced, 

we believe that our railroads will deteriorate and become . i,ncreasingly 

unab~e to render efficient service. 

Ou.r suggestions are not as drastic as they may at first appeart6 

be sihce up to about 1905 railroad property was taxed.in New.Jersey at 

a limited rate of one and one-half per cent (1:1/2°/o). 

The foregoing report is respectfully. ·submitted. 

-- '. 

t~&M~--- .. 
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SUMMARY· 

This memorandum contains an analysis· of all delinquent railroad 

truces in New Jersey which have resulted from nonpayment of levies for the.· 

years 1932 to 1940, inclusive. Delinquencies are shown by roads ~dare' 

divided as bet'\-Teen First· (state) and Second (local) Class taxes. Further 

divisio:ris $how the distribution of truces due as between litigating and non-

litigating· railroads (p. ; 4) •. 

-
Total payments required to settle delinquencies of litigating roads 

upon the basis of 75 per cent·of ta.1ees levied for the entire period have 
• I • • • 

. been computed. . "Hidden :refunds" resulting from the inclusion of levies 

fully paid in the base for such a settlement have also been computed (p. 2). · 

Similar computations based upon a 75 per cent settlement of levies 

for ea.ch year not already paid to that extent have been made. No "refunds"· 

would result from such a compromise (p. 3). 

Claims against First Qlass Railroad Tax delinquencies are shown by 

funds in the order of their statutory priority (p. 8). Following ,a hist-

orical summary of First Class TaJCea covering the period 1932-1940' (p. 5-7) 
/" .- ' ' 

the effec~ of. a cqmpromil9e SEtttlement o,f ~paid taxes at 75 per cent of levies 

is shown by roads and by funds· (p. 7-11). 

In a sim.ilar manner, claims against Second Claes delinquencies are 

shown by ·municipalities holding the major portion of them as receivable (p. ii). 

The effect of acompromfse settlemen:t of such delinquencies is shown,by roads. 

and bY municipalities (i>:. 14-17)-. 

1 
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A. Introducti,on 

, Dur1:ne; the years 1932 to 194q inclusive, a _total. of $174;112,886 in 
} 

ta~es was levied against' all railroads in. New Jersey. Of this ampunt, 
;i 34,821, 779; or , 20 per cent were outstanding and delinquent as bf, :·Decembef 

Bev.en r.aiboad systenis accounting for · $110,170,063,., or 63 per cent-

·of _the total. levy. J:fav;e been in almost constant li:tiga.tion of their tax bill. 

to the stat'e. These systems were delinquent at. the clo.se I of the .calendar 

year 1940 to the extent of- $34,268,405. The;r accounted for slightly more 

than 98 pei-.9ent qf all de1inquerit railroad truces. 
,· ' 

Delin:queticies for·these 

roads averaged 31 per cent of total levies impose·d upon them' ·during the ·per-. 

i69- 1932-1940. 

./ 

A comprom:ise,with the-litig~ting roads based upon 75 per cent-of ievies 

during the _period 1932-1940 would result in•a .settlement of $34,263,405 in 

· claims for $6,725,887. However, some of the litigating roads have aJ.re{Uly 

paid aJ.l of their levies for the_ years ,l-932:. and 1933.- ·rn -total. they are 

only-delinquent 9.4 per ce~t ~d 16.2 per centres:E>:ectively'of' their.levies 

for theije years. Such a group settle~ent- -based upon p~rcentage less than 

90 .6 wou,ld resu.lt -in "hidden refunds" ·of truces already paid for ,these years; 

A 75 per cent settlement would imply $4,260,449 of' such refunds to the :Litj_-

gating roads. As. a grpup they would, in effect, be_ settling_their tax bill 

f'or the ye~s 1934-,i946 for only 71.3 per c.ent of original. levies.· For roads 

· .· which have paid their 1932 and 1933 taxes .in \full this p~rcentage is much. _ 

lower. 



Four of· the litigating syster.rs have tumounced their willingness to 

settle their tax bill to t~e state upon this basis. These roads,. however, 

are now ,paid up to about 75 per cent of their. total lev:les for the years 
I 

1932-1940. They ate the systems which ,atand to gain most from the elem~nt 

of ''hidden refundl:3" because of full payment of ~axes levied :t'or the years 

1932 and 1933. Little actµal. revenue {about, $1,000,.000,) would accrue to 

the state from these four roa.ds from such a settlement; 

sYSTEMS 

1. Lehigh Valley 

2. Delaware, Lac •. , w. 
3. Hew York Central 

4. Erie 

TOTALS. 

PER CENT,OF 
1932-1940 

LEVIES PAID 

72.3 

74.6 

73.9 

·73.1 

"REFUNDS" 

1,712,980 

620,152 

928,090 

AMOUNTS REQJJ'IRED 
IN 

SETI'LEMENT 

$ 441,.822 

~?l,865 

113,458 

330,819 . 

$1,007,964 

Three of the seven li tiga.ting sys;tems have withheld. the announcement 

of their willingnesE! to settle upon this oasis.· These are the roads which 

are most delinquent and wh.ich stand to gain least from "hidden refunds"; 
. PER CENT OF AMOUNTS REQUIRED 

1932-1940 IN 
"REFUNDS" .. LEVIES PAID --- SE'I'nEMENT 

l.. Central R.R. of N.J. ·. 60.0 None $5,051,738 

2 •. N.J. and N.Y. 36.6 $ 12,289 174,128 

3. N.Y. Sus. and w. 58.0 92,158' 492,022 

TOTALS $104,.[~47 $5,717,925 

. . . 
:But there is yet another approach to the proposed·settlement of de-

linquencies upon the basis of 75 per cent of levies•. This involves the1 
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the settlement oftaJCes for each year more than 25 per cent delinquent with-

out regard· for yea.rs in which payments exceed.75 per cent of.levies. By 

· 'such a ~rocedure, "hidden ref,:undsf' as described above would be eliminated •. 

The -railroade'have computed payments required by this method.·· Independent 

computations have been based upon records of the §tate Comptroller of.the 

Treasury. These a.re shown in comparison for, the road.a now-willing to settle 

. as follow: 

RE~UIREMENTS REQUIREMENTS ·-

COMPUTED BY COMPUTED 
· SYSTEMS- RAILROADS INDEPENDENTLY 

. 
r. Lehigh Valley $1,~35,975 - $1,33~,59,4 

2~ Dela., Lack., Western 1,726,054 1,834,845 

3. New·York Central 733~606 · 733,610 

4. Erie . 1,228,,704 1,228,911 

TOTALS $5,054,339 $5,163,966 

.For the three litigating roads which have not announced their will-

ingness to settle upon the basis of 75 per cent of levies, these figures 

are as follow: 

REQUIREMENTS 
COMPUTED BY 

SYSTEMS RAILROADS 

1. Central R.R. of N.J. $5,051,739 

~.--:New Jersey anq N.Y. 186,417 

3. N.Y.~ Sus .• and W. 584,214 

TOTALS $5, 822, 370 

REQUIREMENTS 
COMPUTED 

INDEPENDENTLY 

$5,051,7~8 

186,418 

584,217 

$5,822,373 

In order to measure' the effect of any settlement upon the governments 



holding delinquent railroad. taxes as receivables, it is first nec,essary to 

divide proposed payments as between such governments. As of December 31,, 
I ,· 

1940, total r~ilroad tax d~linquencies ($34,821,779) were held as receivables 

by the state and by municipal1ties to the extent of $17~ 791,144 and· 

$17,030,633.respectively •. These receivables represent claims against de-

- linquent roads as follows:· 

/ 

TOTAL 1ST CLASS. 2ND CLASS 
· DELINQUENCIES - (STATE) (LOCAL) 

Litigating Road.a: 

1. Central R.R. -of N.Ji $13,459,697 - $7,247,747 $6,211,949 
\ 

2. Lehigh Valley R.R. 4,550,513 2,385,759 2,:164, 754 . 

3. N.J. and N.Y. 287,403 

4. N.Y., Susq., and W. 1,216,931 

5. D. L. and W. 7,344,937 

- 6. New York Central 2,707,419 

7. Erie 4,701,505 

SUB-TOTALS $34;268,405 

Non Litigating Roads: 
. 

-1". Central R.R. of N.J. 

2. New York and L. Br. 

3. Reading 

4. Pennsylvania 

5 ._ Unclassified 

SUB-TOTALS 

TOTALS 

$ 6,502 

378,287 

127,589 

11,875 ,· 

29,121 

$553,374 

$34,821,779 

..: 4 ;_ 

264,541 

899,230 

3,637,015 

861,119 

2,082,512 

$17,378,923 

$ 5,921 

298,908 

83,401 

, 
23,991 

;$412,221 

$i 7, 791,.144 

0 

22,861 

317,700 

3,707,922 

1,846,300 

2,617,994 

$16,889,480 

79,379 

. 44,188 

11,875 

5,120 

$141,153 

$17,030,633 



B. First Class Railroad. Tax. 

1. General Su.n:tmary 

'This is the tax on the "main atemfl, or roadbed riot exceeding one hun-

dred fee.t in width, tracks and all structures (with the exception of pass-

enger and freightJbuildinga), all tangible personal property, such as rol-

ling stock and machinery, the franchise and all remaining property not in-

cluded in the second class railroad tax which is used for railroad purposes. 

· Such property- is assessed by the State Tax CoL'.ILlissioner. The average 

tax rate for all municipalities in the state determines the amount to be 

levied. This rate was 3.75 in 1933 and 4.63 in,1939. 

Taxes are paid .to the State Treasurer. A sum equal to one ha:lf of one 

per cent of the total assessed valt~ation of first class railroad property 

is R\r,ailable for general state purposes,. The remainder of the tax is tide-

voted to the maintenance and support of a thorough and effic.ient system of. 
I 

free public schools" (~. Stats. l8:1d-30). 

These educational funds, composed o~ the balance of the tax after'the 

deduction for general st.ate purposes, are used to meet the appropriations 

for the State Department of Education, the s,ta.te normal schools,. the State 

Agricultural Coilege, the Teacher's Pension and Annuity Fund.and other 

state educational pur:po~es. 

"' All monies remaining after deductions for (1) general state purposes 

and (2) state educational purpoaes outlined above, are apportioned: among 
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the several 'counties in proportion to the amount of taxable property in each • 

. They a.re, in turn, apportioned among the school districts within the coun-, 

ties (~. ~- 18:10-3L:and 18:10-33). 

Actually what has _hap~ened during the years +932_ to 1940 inclusively ·· 

,is this: 

' 1. The State Fund '.Q.aa real.ized :1;9,923,077 to be used for general 

purposes. Except/for $758,380 -of the 1934 tax which was "a:1,-
. verted" from this:ruse. to the 'Te~cher'a_ .. Pension and Annuity 

Fund; . a;u levies ,originally apportioned to the State Fund 

,. . for gene~al purp~;~es 'ii~~e been paid. 1 

2. Cashrequ:irements:to meet the ·annual a:ppr6priations for state 

educational· purpo:ses { L~ e. State Depar-:t,ment of Education, 
. . . 

Agricultural Collbge, etc.) . ha;ve be~n supplied. AJ.l rai.lroad - '··- .__. 

•, levies apportioned for auch ($33, 798_,304) have been paid.·. 

qonnnittm.ents froni.the first .class railroad tax to the Teacher's ., 
' 

.· Pension'.and Annui,ty Fund have amounted td $40,193,126. Of 

this, $30,387,04~ hav:e been met and -$9,806,078 ,remain out-. 

standing. 

4.' And finally, of :~9, 919 ,'oo4 .of levies apporti~ned to the coun-

ties for sch~ol d~'stri~-t;s, only $2,691,517' have b~en '.paid. and 

:$7, 227,487 remai~ payable. No :paj1lllen~s oh .this _ accotint have 

been ma.de from any ta:ices le.vies since 1933 .- These funds have 

been (to an unkn'?"ffi extent)_ expended up t9 80° /o of the total 
• . i1 I ' ' I 

; ½the· ~propriations Act for 1940 (Ch. ,158, f~~- 1940) p;ovided that 
$604, 029 be paid to the T~acher' s Pension Fund from the State Fund. Ac- · 
cordingly, this amount hat'i been deducted.from the railroad: tax payable to 
the -·state Fund from the 1940 tax and addect. to ·the amount payable to the ·· -· 
Teacher's Pension Fund.· · J~ee ~pe~dix II 

:_ ·, : 
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· by_ anticipational borrowin·g.-

Faj.lure to receive $17,791~945 of first class railroad ·truces iev:l.ed 

and apJ)ortionecl' _for the ;years. 1932~1940 has. resulted in the· follow-ing sit-

uation. - There are·due and owing_ to: 

First: The State Fund 
\, 

Second: The Teacher's Pension Fund- -·· 9,806,078 

.-_ Third: ·_ The Countiea,for .Schools·• 7 ;227;·487··· 

-. Total 

. I -

' . . . 1 
,$17, 791,945 

1 $800 error .in 1940 tax c'omputationa. Totals ·do not -- -
._check with computations by road.a _by th,ia amount. 

2. · .Effect of Partial Settlement 

Allocations of the f:t_rat class railroad tax are ma.de by years in which · 

they are levied. ·'An these ·.taxes are collecte_d,, they are :paid to ~he fund . 

first in priority.of allocati-on, which·haa not been fully satisfied. Unpaid 
- ... . ·. - k -

. taxe~ are c~ried as receivables by funds which have not rec·e:i.ved. the full 

. amount of t}?.ei:r allocation by this rule. : Exceptions to t,hi,s procedure can 

be made only by an a~t qf the Legislature. 

An· example .. of such an act by the LegiEJlature can be found 1-n the -.dis-
. . . 
poai tion _ of taxes levied in 1933 and 1934. Collections of taxe·s le-vied -for . -

' ' 

these years w:ere paid first to.the 'Teacher's Pension and· Apnuity Fund mid 

second to the .State Fund. · Since that time, collections of the tax . have -been·-

sufficient to meet the requirements of both of these funds in full for 1933 • 

The -State Fµnd still ·carries ae receivables $758,380 of delinquent. taxes 

levied in 1934~ 
- 7 -
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Without -a further act ~bf the Legislature, any future collections of de-
- ' 

linquent taxes for the years 1932 to 1940, must be pai9- to the following 
' 

funds, in ~ounts--indicated, and -in order of priority reading from left to 

right: 

CLAIMS AGAINST DELINQUENT FIRST c~s RAILROAD TAXES 
, IN NEW JERSEY (1932-194Q} 

1 
Year - State 

of Fund 
Tax 

1932 
1933 
1934 $ 758,380 
1935 
1936 
1937 
1938 
1939 
1940 

Totals $' 758,380 

(As- of December 31, 1940) · 

2 
Teacher's 
Pension 

Fund<' 

i $ 1,502,949 · 
· 1,112,666 

1,889,029_ 
2,094,103 
2,098,552 
1,018,779 

_ $ 9,806,078 

3 
Counties 

for 
Schools 

$ 879-,918 
1,153,932. 

. 1,375,321 
574,213 

l,144,158 
744,518 
601,858 
66,365 

687,204 

$7,227,487 

Totals 

'$ 879,)918 
1,153,932 
2,133,703 
2:,077,162 
2,256,824 
2,633,547 
2,695,961 
2,164,917 
1,795,983 . 

$17;79i,945 

A settlement of first '.class railroad tax delinquencies of the four ,_ 

-, 
roads which have expressed a willingness to pay 75 per cent of their levies 

for the years unpaid would r~sult in :payments amounting to $2,483;785 as fol'"'. 

lows: 

:.. 8 -



REQUIRED PAYME:NTS FOR 75 :rER CENT SETTLEMENT 
OF FIRST CLASS RAILROAD TAXES 

FOR.4 LITIGATING ROADS 

(As of December 31, · 1940) 

.cc 

Ye.ar ~. Roads 
of Lehigh Delaware New York 

Tax ~valley Lack., Centra:j. Erie Total 
and 'W. 

1932 -
1933 ,_'\ 12,236 12,236 

1934 48,412 89,115 . 17,172. 44,753 199,452 

1935 4B,507 105,815 17,526 44,340 216,188 

1936 s,6,339 120,625 17,750 46,595 281,309 

1937 149,118 239~45.9 54,607 131,968 · 575,152 

1938 203,611 270,4?1 58,240 139,'869 672,i91 

1939 115,065 69,307 52,894 101~179 338,445 

1940 42.22° 65,813 17,411 61,528 188,812 

TOTALS 765,042 960,605 235,600 . 58~,53~ .2, 483, 785 . 

A similar settlement for the three litigating roads which have not ex-
-

.Pressed their willingness to pay 75 per cent of levies would require pay-

ments amo~nting to $3,427,066 as _follows: 
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!1 
-"~"'' 
'. ' 

Year 
of 

1 Tax 

1932 

193.3 

1934 

1935. 

1936 

1937 

. 1938 

1939. 

19.40 

TOTALS 

REQUIRED .PAYl-:IENTS · FOR 75 PER CENT SETI'LEMENT 
OF \FIRS'I' CLASS RAILROAD TAXES 

Central 
of :r-rew 
Jersey 

. FOR 3 ._ LITIGATING RO.ADS 
.\ 

, ••(As of~December 3~, 1940). 

Roads 

·N.J. 
and 
N.Y. 

' N.Y., Sus. 
and West-

ern 

,~282 910 ,, -, 
491,954 

320,594 
\ 299,196 

37'3,466 

282,075 -

290,726 

256,751 

227,712 

11,595 

6,514 

6,810 

22,166 

23,879 

42,159 

36,008 

22,361 

21,862 

13,813 

. 13,309 

12,142 

.179,928 

108,741 · 

,51,790 

28,605 

Total· 

282,~lC 

525,411 

340,921 

3.19,315 

. 407, 774, , 

485,882. 

441,626 

. 344,549 

278,678 

2,,325,384 ,171,492 .· 3,427,066 

Such a settlement · of' delinquent f.irst class railroad trui:es with the 

litigating roads woul.d·r~sult in payments to the state amounting to 
!: 

$5,910,851 and the carice;tation of outstanding taxes amounting to $11,4613,072. 

Comparisons be'tween the three preceding tables indicate that these pay-

ments and write-offs would be distributed according to present statutory 

requirements as followa:'i 
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DISTRIBUTION OF PAYMENTS AND WRITE.!OFPS OF DELIHQ.UENT 
FIRST CLASS RAILROAD TAXES (1932-1940) RESULTING 

FROM SETTLEMElfl' WITH LITIGATING ROADS . 

(as of December 31, 1940) 

Allocations Total Payments Write-offs 
Receivables from · from 

·Litigants · Litigants 

1. State Fund. * 758,380 $ 540,373 $ 173,047 

2. Teacher's Pension 9,806,078 -4,549,921 4;892,276 
.and Annuity Fund 

3. ·counties for 7z 227, 487 1 , 820z2~7- 2.l 402 z7 l+2 
Schools 

-TOTALS r- -- $17,791,945 1 $5,910,851 . $11,4~-8,072 

-

Receivables 
from non-
Litigants 

$44,960 

363,88.l. 

3,381 

$412,2m 

1$800 error in 1940 tax computations. 
this amount • 

Totals donot check across by 

. ' 

11 .. 

~. 
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C •. Second Class Railroad ·Tax --- ---- _______ .._. -- -

This is the tax o~ ail property usedf9r railroad or-canal purposes 

and not -includ.e(und.er the First Class Railroad Tax. Examples of such pro-· 

perties are passenger ana freight buildi~s, roadbed otlier than main stem, 

reservoirs, tanks,. ~. )' ·. -

Second_ class rail.i-oad .·property is aseess,ed by- the State Tax Cammis-
.t-

sioner. The tax· rate oii the iocai taxing .district in which ·the property 
,! • • • ' • 

is situated-determines amount, of annual levy. 'The tax is collected. by 
. i . . • 

· the state and distribute~ by. the Comptl:'oller of -the Treasury- to· the county -
J -

-treasurers • After -deq.uc-~ing .~0UJ:1ty 'b-axes due from the taxing distr;i.ct, 

county treasurers remit kounts of_ the tax ·a:.ue ea.ch· _d:l~trict • 

.\ 

·-. Thie Second Class}Railroad Tax is part of the Qeneral Property ·Tai· 
. . , . " ) ' 

· of each taxing district. i Assessed vaJ.uatio:ns. <;>f s~eond class I'ail.road--pro- · 
. . 1 

.• p·erty is inciuded "in the :totfµ assessable property ·on which the local rate - . . . - . ' . .. ' . 

is'based. 
·. - Ii -· ~:- . .,, -.. • 

Delinquencies}in this tax have preci~ely the same implications 
.~ .,. -·~-· . . - . . 

and results as delinql,len~ies :rrom. a.ny·othei' property. 
• ,•~ r • •, • • , 

. I. 

The $l7;030,633 {~xclu~ive of interest and penaltie~) of delinquent 

second 'class railroad taies: is· owed ·to 281 municipalities.· Eighty-three· per _ ·.· 
• . : . . . - ' - ' _., J ,._ 

.-~ .r- -· . \' 

cent of· this amount is ~ed to the -~en municipalities of' Hudsop,·· County. Six-· 

ty-one per cent is owed- ~:o Jersey City alone. Delinquent second class rail• -
•. . ' 

. -

- road taxes amount to mor~ . than sixty per cent ot tota1 tax delinquencies in .. 
---: 

,seveI'al ta.Jeing .districts! ·These delinquencies expressed as percentages of 
• \ J - ' • 

. total 19~0 prop-erty taxet .1evied in ,five 'Hudson County municipalities follow: . 



TOTAL 
DELII{QUENT 

R,.R. TAX_ 

TOTAL 
PROPERTY-TAX 
rz.ri (i940) 

o /o R.R. DELINQUENCIF.S. 
HUDSON COUNTY 
MUNICIP.ALITIF.S 

· Jersey City 

Hoboken 

Weehawken_· 

West Mew York 

Beyon.ne 1 _ 

$10 391 899 , - ' 
' 

1.,-013, 711 

l 264 5::i:9 , ' 

;;894,214 

- , 309,994 

_All others _< 206,551' _'. 

TotaJ. Hudson 
_ County · $14,080,914 

$31~966;385 

4,287,733 . 

1,545,269 

:2,373,660 

I 7,990,503 

,' 10,958,928 

TO TOTAL PROPERTY 
LEVY {1940) 

32.5 

23;6 

Bl.8 

37.9_ 

3.9 
\ 

1.9 

"--

. . . . . . I . 

These considerations would indicate that tne:settle:ment .of,the .Second 

Class Railro,ad :Tax 'is 1>rimar:i1Y a Hudson County problem. · · 

I , 

'I 

\, 

i , 

I 
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2. Effect of P~rtial Settlement · 

Ap:portion1nent of the second class railroad tax is made to trucing a.is-

tricts in which th~ assessed property ia situated. _ For this reaoon, JJEJ.Y-

nients o'f the tax are div1ded among the taxing aiotricts fo which the :prop-
'. e;rty of: the paying :road ~is located. 

Any detailed ap:praii;ml of the effect of pay.ments of delinquent second 
' . )'·. 

. ' . . . . . . 

_ cla:as railroad. truces by fewer than all roads must be c.oncerned with an: an-
. ·. . . :;_ . ' .. 

alysis 0f such p8.J7Illents by road~ and by niunicipalitie~ effected • . A pay-

ment by one road may,have a materially di'fferent effect th~ a similar pay-

ment by an6ther road bec~use different·truting'distrJcts may be.effected in 

. different ·.degree._ 

Be_yond demonstrating the ,distribution of total delinquencies· among 

municipalities .and count.tea,, no' such. analysis has been made f'or this study. 
/ 

Thia distribution appears_ e.s follmva.: , 
' . . -~ . 

DISTJRIBUTION OF SECOND c~ J:W:LROAD TAX DELINQUENCIES ·- · m rraw JEBSEY 1932-1940 
., r 

.{as o'f December :;1, 1940) 

.; 
'· 

Counties and Municipalit;i.es ., ; . 

1~ Hudson County: 
A. Jersey City 
B. Hoboken 
C. · .. 'Weehawken 
D. Other Municipalities 

2. - Essex County: 
· A. Newark , 
:a. Other Munipipalittea 

,:. Bergen, County: 
4~ Rest of Sta:te· . 

TOTALS, .. ALL ·DELINQUENCIES 

Total Delinquen.c:ieo (1932.:.1940) 
Alrfount Per cent distribution 

$14,080,914 83 
10,391"899 61 
1,013,717 6 
1,264,539 · 8-
1,4io, 759 8 

725,413 4 
555,533 .3. 

· 169,880 '1 
516~488 .• -3 

. l, 707, 8i8 ,, - 10 
17,030;.633 100 
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In the event of a settlement of all delinquencies at any constant per-

centage of. their face, such a distribution is adequate for calculating the 

effect upon taxing districts. Errors arising from its use in.corm.ection 

with settle:Qients by fewer than all roads and at percentages other than con-

stant are not,believed to be as serious as might be expected~. vriori. 

Reasons for this belief lie in the geographical situation of Hud.eon County. 
- " ' ' 

About every system operating in New Jersey has extensive property holdings 

in tl',is area. A:n:J'; settlement of delinquent. taxes would: be felt''by the tax;. 

ing districts located.there. 

· A settlement by the litigating roads of their delinquent se.cond class 

railroad tax upon the basis of 75 per cent of levies would result ;in pey-

ments to municipalities (via state) amounting to $5,075,488 .• Write-offs 

involved in suqh,a settlement.would amount to $11.,813,992. These calcula-

tions have been made without ~e~ard for $141,J:53 of delinquencies owed by 
j 

nonllitigating roads:' 

-15-
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REQUIRED PAYMENTS AND WRITE-iOFFS FOR .75 PER CENT 
SEI'TLEMENT OF $ECOND CLASS RAILROAD TAXES BY 

- LITIGATING ROADS 

(as of Decembe.r 31, 1940) 

Roads 

A.· Roads Ready to Settle: 

, 1. Lehigh Valley. 

2. Del., Lack and W. 

3. N. Y. Central 

.4. Erie 

Sub-totals 

B. Roads Not Ready to Settle: 

1. · Central of N. J. 

2. N.J. and N. Y. 

3. N.Y., Sus., and W. 

Sub-totals 

.. TOTALS 

Total De-
linquencies 

$2,164,754 

3,707,922 

1,846,300 

22611z224 

$10,336,970 

$6,211,949 

22,861 

217z700 

$6,552,510 

$16,889,480 

Payments 
Rf!quired 

$ 63~,-552 

874,240 

498,010 

6762272 

$2,680, 181/ 

$2,226,354 

14,926 

1~42027 

$2,395,307 

$5,075,488 

Write-offs 
Required 

• $1,533,202, 

2_,833, 682 

1,348;290 

lz94126l~ 

$7,656,789 

$3,985,595 

7,935 

1622672 

$4,157,203 

$11,813,992 

According to the percentage d.istributi.on of all second class r~ilroad 

tax delinquencies shown above, these payments and write-offs from the liti-

gatin,g roads would be distributed as follows: 

-16-



DISTRIBUTION OF PAYMENTS AND WRITE-OFFS FOR 75 PER CENT 
SETI'LEMENT OF SECOND CLASS RAILROAD TAXES 

BY LITIGATING ROADS 

(as of December 31, 1940) 

Counties Municipalities Payments. Write-offs 

1. Hudson County: 4z212,655 9,805,613 

A. Jersey City 3,096,048 7,'2o6,5.35 

B. Hoboken 304,529 708,840 

c. 'Weehawken 406,039 . 945,119 

D. Other Municipalities 406,039 945,119 

2. Essex.County: 203,020 472,560 

A. Newark 152,265 354,420 

B. Other Municipalities 50,755 118,140 

3. Bergen County: 152,265 354,420 

4. Rest of State 507,549 1,181,399 

TOTALS 5,075,488 11,813,992 

-17-

Total 

14,018,268 

10,362,583 
iJ. ' ' 

) 
! 

1,013,369 

1,351,158 

1,351,158 

675,500 

506,6a, 

168,895 

506,684 

.1,688,9li8 

16,889,480 
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·sUMMARY 
'I 

Annual requ.irer.1ento for full aettlemen:t of delinquent 'railroad taxes 
. ' 

."'! 

hav:e,been,cqmputed by several aaawnptions. ,Aaawning Ell!lOrtizatior;i over a 

five year and· a: ten ye~ period, 8lµlual paJllllents ; a4ow:::i by roao,s (p 4) • . .. ) ' (. .. ' . . . . 

Further aeeumptiono that --~ different nwriber. of· payments should ·be .. allowed 

- different roads, led to>the develop~nt of a standard ·for determining the 
. .. - . ft, ,· ,/ .., -

{ . ' 

number of such p~nte ~· Rasul ts from, its application ar~ tabulated by 

· · roads· (p. 5) • · · Total pa.yxnente accruing to the state over the life of ·the 
. . . . .,. -~:-,. '\ . 

- amortization program ar~ shown (p. '6)~ 

. Probable tax levies .at a flat rate applied again~t all railroad :p:i-o"." 

perty h~ve been calculated. At -~ 3 per ·cent _and a 4 pe.r cent r~te, these 

· are shown (p. i.O}. Red~ctions in levies· f~om the 1940 levei.are ahmm by 
' . ' r 

roads ·{p. 11). Comparisons betwe·en . these reducti,ono and annu.al requirements· . . - . 

:f: '-. 

for ,settlement of d.elini~enciee (p. 13) indicated. that some roads· w~~ld· not 

receive ~T net benefi't\mtii the old ·taxes wer~ ·f~lly p~id •. Additional 

computati:ons indicated th,e number of :payments required to_inoure·that reduc.'.. 
I . . 

· ,tions· would exactly off set peyme~ts on account of--: old ta.xee (p. 14) •.. 

<f .. 
The distribution of present assessments and taxes on second claoe pro-

perty among counties and_ municipalities are eh~. along with the distribu-

tion of · 1evies at the n~ rates (p:p ,J.5°-17) •. 

Present statutory ~equirements for the'diEJtribution of first class taxeo 

and the ·~f:f'ectof th~i;\use.in diatribu,ting levies at, the 3°/o ~d 4°/o-rates 
't· .- . ' . . . i 

.· ' . . . ,; , . 

,are set forth :J,n Sectio* ,4 (pp. 18-,J.9). 

Following a hurrie4 exploration of methods for evaluating railroad fran-

chises, one method is ii-J.ustrated for five roads (pp. 

i 



INTRODUCTION 

In a previous memorandum1 it was pointed out ~h~t seven railroad sys-

tems in New Jersey have been in almost constant litigation of their tax 

bill to the state" since 1932. It was shown that these systems account for 

63 per cent of all railroad taxes levied in the state during the period 

1932-1940. Of the total railroad taxes levied in 'this period, ~34,821,799 

were delinquent as of December 31, 1940. '$;4,268,405, ~r 98 per cent of 

these delinquencies were owed by the seven litigating systems. 

Litigation has been based upo:q the contentions that (1) the.assessed 

valuations of railroad property have been in excess of !'true value", (2) 

earnings .have .not been taken into acc,ount in determining valuations or 

the amount of taxes levied, (3) the railroads are unable to pay their taxes 
) 

in full and remain solvent, and (4) railroaa taxes in New Jer~ey are too 

high in comparison with those levied in other states., 

There have been attempts to arrive at a compromise with .the state 

based upon a percentage. settlement of levies outstanding. T'.ae most recent 

discussion along these lines has been a settlement at75 per cent of such 

levies~ The probable effect of such a compromise.upon the governmental 

funds nolding railroad tax delinquencies as receivables was demonstrated 

in a former memorandum2 • 

Because non-li:tigating railroads, accounting :for 37 per cent of total 

1Raill:!oad Tax Delinquencies in New Jersey, typewrftten, February 6, 1941. 
2 Ibid 



levies, have paid their taxes alm(?St_in full, these efforts toward com-

promise have met wl th serious obstacles. It has been argued that percen-

tage settlements by som~ roads and not by others involves a violation of 

equity of treatment among true-payers. 

It has been further argued that a compromise settlemel'!t of <ieling;uent 

-truces owed by the li tig1:tting roads would not constitute a permanent solu-

tion to the :problem. If these roads are truly unable to pay, they will. 

· simply continue to default their tax levies. In a few years, the current 

situation.would again arise and another compromise would be required. 

'cause precedent would have been established, it is not unlikely that the 

number 'of litiganta involved in future defaults would be :increased. 

To meet these and other criticisms, an-alternate proposal has been 

discussed. Thie approach prov+des for full pB.J'lllent of all delinquent . 

railroad taxes over a,period of years. Simultaneously, it provide~ for 

a scaling down of future, levies' by r'educing the rate at which they are 

computed. The income f a;ctor as a determinant -of' ability to pay can be, 

taken into consideratioi::f in deterlilining the assessed valuat:f.on for rail-

- road franchises as a par't of the tax base. Thie memorandum. presents . the 

basis for discussion of the proposed treatment • 

... 2 -



1. SETTLEMENT OF· DELINQUENT RAILROAD TAXES 
j 

OVER A PERIOD OF YEARS 

The selection of a per:!-qcl. over which to spread payments of delinquent 

truces must itself involve aom~ compromise. The state is interested in con-

verting its receivables into cash in the shortest possible time. The rail-

roads are interested in spreading their payments over the longest possible 
'\ ' 

time be'cause · such procedure lessens their annual c~h requirements. If 

payments are spread too much, ,resulting receipts will .be insufficient to 
\ 

do the state any material good. If they are not. spread ~nough, the roads 
.. 

may be unable to meet,tb,em when due. 

No accurate measure o:f ability to p.ay can be determined. 'Differences 
\ . . . . . 

,between roads with regard to their financial condition and their obliga~tions 

hinder the selection of a period equally advantageous to each of them. Al:J-

•. suming like periods of settlement for ,eaqh road, the following,. table indi-

cates annual requirements by roads for 5 years and 10 ;years. 

- - 3 -



ANNUAL ··REQ.UIREMENTS FOR SETl'LEMENT 
OF DELII~Q.UEiiJT RAILROAD TAXES IN NEW JERSEY 

(Data as of December 31, 1940) 

Annuai Re:quirements for· 5 ·Years ... Annual Requirements for. 10 Years 

_ System . Total 1st Class 2nd Class 
(State) (Local) 

Total 

Litigating Roads: 

1. Central R.R. of N.J. $2,691,93,9 $1,449,549 $1,242,390 $1,345,970 $ 

2. LehignValley R.E. 
3. N.J~ and N.Y • 

. 4. N.-r-., Susq~ and W. 

5. D.L. and W. 

6. · New York Central 

7. Erie 

' 910,103 

57,481 

243,3~6 

1,468,987 

541,48~ 

940,301 

477,152 

52,908; 

179,846. ·.· 

727.,403 · 

172,224 

4161.702 

432,951 455,051 

4,572 28,740 

63,540 121;693 

741,584. 734,494 

369,260 270,742 . 
' 

523z592 4701,151 

1st Class . 2nd Claes 
(State) (Local) 

724,775 :;> 621,195'. 

238,576 216,475 

26,454 2,2&6 

. 89,923·• 31,770 

363,702 370,792 

.· 86.,11~ · 184,630 

2081.351 2611,792 
' . ' . . . . , 

·Sub-totals $6,853,681 $3,475,784 $3,377,896 $3,426,841 $1,737,892 $1,688,948 

Non-litigating Roads :,. 

1. Central R.R. of Ii .J. f ~,300 · $ 1,184 

2. N.y. and Long Branch 75,651 59,782 · 

3. Reading 25,518 . 16,680 

.4. Pennsylvania 

5 • Unclassified .. 

Sub-totals 

2,915 

5,824 

$110,675 

4z798 

$82,444 

$ 116 

15.1876 

8,8;8 

2,915 

lz026 

$28,231 

$ 650 $ 592 $ 58 

37,829 29,891 - 7 ,938· 

12,759 8,340 . 4,419 
' 1,188 1,188 

2z912 2z329 213 

$55,337 ·$41,222 $14;115 

TOTALS $6,964,356 $3,558,229 $3,406,127 $,3,482,178. $1,779,114 $1, 7. 03,063 . . . 
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1. 

2. 

3. 
4. 
5. 

'6. 
7. 

1. 

2. 
3. 
4. 
5. 

Iri fin~ly determining such a per.i.od, however, it may become necessary 

to use a different number of payments for different roads. One basis for 

such differentiation may be found in the perc!9ntages of total levies unpaid 
I 

by systems for the period 1932-1940. The number of payments could.for in-

stance be determined upon the basis of one payment for each nearest multiple 
I 

of f1 ve in these percentages, with a maximum of ten payments. Results ob-. 
' . I 

tained from the application of this formula are shown as follows: 

NUMBER AND AMOUNT OF PAYMENTS FOR SETI'LEMENT 
OF DELINQUENT RAILROAD TAXES IN NEW JERSEY , 

(Data as of December 31, 1940) 
System Per Cent Number Amount of Payment 

Levies of Total lat Class 2nd Class 
Defaulted ·Payments (State) (Local) · 

Litigating Roads: I/ 

Central of N.J. 40.0 8 $1,682,462 $ 905,968 $ 776,494 
Lehigh Valley 27.7 6 758,419 397,627 360,792 
N.J. and N.Y. 63.4 10 28,740 26,454 2,286' 
N .Y ., Susq. and W. 42.0 8 152,117 . 112,404 39,713 
D. L. and W. 25.4 5 1,468,987 727,403 741,584 
N.Y. Central I 26.1 5 541,484 172,224 369,260 
Erie . 26.9 < 5 ' 240.201 , 416 1:zo2 2221222 

Sub-totals $5,572,510 $2,758,782 $2,813,728 

Non~litigating Roads: 
/ 

Central of N .J. 6.1 l A. 6,502 $ 5,921 $ 581 •p 

N.Y. and Long Branch ·21.6 4 94,572 74,727 . 19,845 
Reading. 2.1 1 127,589 83,401 44,188 
Pennsylvania 0.03 1 11,875 11,875 
Unclassified 0.5 1 22zl21 . 222991 5zl30 

Sub-totals $269,659 *188,040 $81,619 
TOTALS I $5,842,169 $2,946,822 $2,895,347 
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If each road met its obligations under this plan of settlement, receipts 

by the state during the installment period would be as follows: 

PAYMENTS AMOUNTS RECEIVED 

Total lat class 2nd class 
(State) 

' 
(Local) 

Initial Payment $5,~42,169 $ 2,946,822 $ 2,895,347 
' 1st .Annual 5,667,082 2,833,~09 2,833,573 

2nd .Annual 5,667,082 2,833,509 2,833,573 

3rd Apnual 5,667,082 2,833,509 2,833,573 

4th .Annual 5,572,510 2,758,782 2,813,728 

5th .Annual 2,621,738. 1,442,453 1,179,285 

6th Annual 1,863,319 1,044,826 818;493 

7th .Annual 1,~63,319 1,044,826 818,493 

8th .Annual 28,740 26,454 2,286 

9th Annual · 28z 7,28 26z4~4 22284 

TOTALS $34,821,779 $17,791,144 $17,030,635 



2. NE\-1 TAX" LEVIED AT FLAT RATE 

. j . 

At, the present time, ~ailroads a.re ta.JCed upon the·~ valorem assessed 

valuation of their property holdings. Assessed values of the· main stem, t_an'"'. 
I . • ' . 

gible personal property and franchise comprise the base f?r fi:r'st, third and 
: \ .. . ·. , ' . . t , ., /, ' \ 

fourth class taxes. Taxes for state use (commonly referred to as the First 
. . ,\ :_ . I , . -- •• . . , • 

Class Tax) a:re levied against these bases at the average state property: tax 

rate. 

In 1949' the total base for C state ta;x:es upon all railroad property amounted'· 

to $195 ,638,452-~ The averag~ state rate applied against- ~his base was 4. 718 
. . ' 

per -cent.., Totalt~es levied_ for state uses amounted~ to -$9_,230,1222~· --. These 

were. distri but~d, among the three classes of property as follows: -

Class. of Property 

Main stem (lat class) 

Tangible Personalty 
.. - ·· (3rd class)' 

. ' 
~anchise (.4th class)_· 

Assessed.Valuations 

$144,268;892 

-48,488,471 

2,881,089, 
$195,638,452 

,state 
Taxes Levied 

.. $6,806, 606 
.•. . . , ~: (.'. 

- 2,287,696, 

·. 1~~1930 

$9,230,2221 

Iri ad~i tion to state, taxes levied against _lat, 3rd a.n:d 4:th class \rail-

. ,road ~roperty in 1940, $9-, 066, 467 of' taxes for local use ~ere levied against _ . -

$176,439,()59 of ~eessed values of ·second class :property.· These valu~tioru;1· 
I . • ' : • 

a.re determined by thei state Tax-Department and taxes are levied ~t, local 
. - I . 

rates prevail~ng in · the taxing districts wher~ . such p7oper~y ..,is ·/loc~ted. 

1Er:for of, $10 in 'total not accounted for; ·· 



Total assessed va1U:~tions in 1940 by systems and by class of proper'ly 

follow: 

Systems 

Litigating 
Roads: 

ASSESSED VALUATIONS OF RAILROAD PROPERTY 
., . IN NEW JERSEY ( 1940) . 

' Main Stem Persona.lty Franc,hise · Total for Loca.l Tota.l 
(lat class) (3rd :Class) (4th class} State (2nd class) Valuations 

1. Oen. of N.J • .$ 22,727,825$ 8,821,666$ 627,000$ 32,176,491$ 34,626,921$ 66,803,412 
• j• 

-2. Lehigh Valley 14,197,457 4,114,522 292,467 18,604,446 17,876,911 36,481,357 
' 

3. N.J. and N.Y. 416,577 214,359 1,000 631,936 74,853 706,789 
-

4 • N. Y ., S. and W. 3,661,104 375,831 5,000 4,041,935 2,063,811 . 6 ,_105, 745 

5• D. L. and W. .21,832,389 5,692, 701° 372,647 27,897,T57 ·. 30, 58!5, 196 58,482,933 
' 
6. N.Y. Centra.l 5,826,238 1,538,333 15,200 7,379, 77,1 15,529,315 22,909,086 • 

7, Erie 13 l 046 z 4.§2 4z222z92l 2222149. 11.z222z282 22zl82z882 4ozz82z468 

Sub-tota.1° $81,708,073 $25,051,363 $1,572,463 $108,331,899 $123,940,892 $232,272,790 

Iion-li tigating 
Ro~s: 

1 .. Cen. of N.J. $ 95,588$ 1 :32,714 $ 2,000$ 130,302$ 4,578$, 1;4,880 

2. N.Y. and L.Br. . 2,461,840 . ' 7,258 1,000 2,470,098 634,129 3,104, 0227 

;. Reading 4, 265!,847_ 1,~:38,978 96,000 6,300,825 2,424,064 . 8,724,889 

4. Pennsylvania 40,371,839 18,004,213 1,028,526 59,404,578 43,970,525 103,375,103 

7,561,356 
.• 

1,065,333 8,648,689 · 2~781,156 11,429,845 5. Penn-Reading 22,000 · 
-

6. Unclassified · 1z8042249 2z2882612 .1222100 l0,2,2222061 226842216 · l2z026z217 

•. Sub-tota.l $ 62,560,819 $23,¥37 ,108 $1,308,626 $ 87,306,553 $ 52,498;, 768 $139,805,321 

-

TOTAI.S $144,268,892 $48,488,471 $2,881,089 $195,638,452 $176,439,659 $372,078,111 
' \ ' ,· 

..; 8 -



It has already been pointed out that total truces levied against these 

valuations in 1940 aniounted to $9,230,222 for state uses and $9,066,467 for 

local purposes,· or 118,~96,689 in all~ TheE!e levies were distr:tbuted among 

the systems in the following way: 

RAILROAD TAXES LEVIED IN NEW JERSEY 
1940 

Truces Levied Percentage 
1State Local Total · Distribution 

Litigating Roads: 
'-

1. Central of N.J. 
2. Lehigh Valley 

3. N.J. and N.Y. 

4. N .Y ., ,Susq. and W. 

5. D. L. and, W •. 

. 6. N. Y. Central 

7. Erie 

Sub-total -

Non-11 tigating Roads: , 

1. Centr~l of N.J •· 

.. 2. N .Y. and Lo:Qg Branch . . 

3. Reading 

4. · Pennsylvania 

5. Penn-:neading 

6. Unclasaified 

Sub-total 

TOTALS 

$1,518,087 ,\; 0 00 ,pl, 79 ,3ou $3,308,475 

877,758 935,280, 1,813,038 

29,815 3,789 33,604 

190,698 81,595 272,293 

1, 316 ,' 215 1;589,965° 2,906,i80. 

,348,178 797,836 1,146,014 

8~0,248 121682641 122282222 
$5,111,099 $6,367,500 $11~478,599 

6,147 $ 235 $ 6.,382. 

149,955 . 

.455,508 

5,021,724 

555,899 

116;539 33,416 

297,273 158,235 

2,802,708 J · 2,219,016 

.408,045 147,854 

.488,410 140,213 
$4,119,122 $2,698,969 $ 6,818,091 

$9,230,221 '$9,066,469 $18,296,690 

- 9 - . 

18.1 
' 9.9 
0.2 · 

I 

1.5 

15.9 
. 

6.3 

10.9 

. 0.8 

100.0 



It is proposed• to ,substi tirte for the present tax upon railroad pro-

,, perty a new one based upon ad valorem valuations as at present but levfod 

at a flat rate. •· Assuming · two such rates at 3 per cent and 4 pe:J:' cent, re-

epecMvely, taxes would b,e levied agaLnst 1940 valuations as follows: 

BAILROAD TAX LEVIES BASED UPON 1940 VALUATIONS 
AND RATES AT 3 PER CENT AND 4 PER CENT , 

" 

Systems " Taxes Levied1 at 2 !'er Cent Taxes Levied at 4 Per Cent 
State L'ocal Total_ State ·· Local Total 

Li tigatii1g Roads: 
1. Cen. of N.J. C' 965,295 $1,038,808 $ 2,004,103 $1,287,060 $1,385,077 d• 2,672,137 __ · <? tp 

2. Lehigh Valley 558,133 536,307 -1,094,440 744;178 715,076 1,459,254 
' 

3. N.J. and N.Y. · 18,958 2,246 21,204 25,277 2-,994 28,271 

4. N.Y., s~ and w. 121,258 61,914 183,172 161,677 · 82,552 244,229 

5. D •. L. and W. 836,932 917,556 1,754,488 1,115,909 .1,223,408 2,339,317 

6. N.Y. Central 221,393 465,879 ., 687,272 295,191 621,173 · 916,364 

7. Erie 227z28I 622z211 1 1222 1204 1°21282 227z22d lzG2lz228 
-- $3,718,227 6,9~8,184 .· $4,333,276 · Sub.:.total. :t,3,249,957 _ ·$ $4,957,636 $ 9,290,912 -

Non-litigating Roads: 
' 1. Oen. of·N.J. $ 3,909 $ 137 $ . 4,046 $ 5,212 <l• ..p 183 $ 5,395 

2. N.Y. and L •. Br. 74,103 19,024 93,127 98,804 25,365 124,169 

3. Reading 189,025 72,722 261,747 252,033 96,963 348,996 
' -4. Pennsylvania 1,782,137 1,319,116 3,101,253 2,376,_183 1,7~8,821 4,135,004 

5. PenI1:-Read.ing 259,461 · 83,435 342,896 345,948 ,~11,246 / 457,194 -

6. Unclassified .. 2102562 80z222 291z·091 414z082 l07z212 221~422 -
- -

Sub-total $2,619,197 $1,-574,963 $4,194,160 ·$3,492,262 $2,099,951 $ 5,592,213_-

- 10 -



A comparison between the two preceeding :tables indicates that the appli-

cation of the. proposed tax would result in substantial reduct.ions in total 

,levies from the 1940 levy •. At ·3 per cent,_euch reductions would amount to 

$7,134,346, The reduction at 4 per cent would be $3,413,565. These de- -

creases in levy are shown by systems in thE3- follow:j.ng tab.le: 

Systems 
Litigating -.Roads: 

1. Cen. of N.J. 

2. Lehigh Valley _ 

3• N.J. and N.Y. 

4. N.Y., S. and W. 

5. D. L. and W. 

6. N.Y. Central 

7. Erie 

Sub-total 

' ' ' . -

REDUCTION IN RAI:{.;RO.AD TAX LEVIES FROM1940 LEVELS· • 
.ASSUMING FLAT RATES AT 3 PER CEI~ AND, 4 PER CENT 

Reductions with 3 Per Cent Rate Reductions with 4 Per Cent Rate 
Per Cent 

of 1940,levy· Amount 

$1,304,372 '39.4 

718,598 39.6 

12,400 36.9 

.89,122 32.7 

-1,151,692 39.6 
' -

458,;r41 . 40.0 

175,421 2a.8· 

$4,510,415 

Alllount-

353,784 

5,333 

28,064 

56,6,863. 

- 229,650_ 

36z,65z-

-$2,187,687 

.. Per Cent 
6f 1940 leyy 

19.2· 

19.5 

15.9 

10.3 

19.5 

- 20.0 

· Non-litigating Roads':· 

1. Central of N.J. 

2. N.Y. and L. Br. 

· 3. Reading 

4. Pennsylvania 

5. Penn-Reading 

6. Unclassified 

Sub-total· 

. TOTALS -

$ _ 2,336 

. 56,828 

193,761 

- '1,920,471-

213,003 

237,532 

$2,?23,931 . 

$7,134,346 

36.6 

37 .9 -

42.5 

38.2 

38.3 

37.8 

. $ 98>7_ 

25,786 

-•' 106,512 

886,720 

98.705-

1oz,168 

$1,225,878 

15.5 

11.2. 

· 23.4 

17.7 

17.8 

17.0 



A further comparison between these reductions and requirements for set-

tlement of 'delinquent taxes as computed in Section 1 (see p. 5) indi~ates 

that these reductions with.· a 3 per cent rate exceed even the in:t tial pay-

ment for all roads ,a,s a group by $1,292,178. Initial requirements as tabu-

lated (ibid) alll.Ount to $5,842,168while total reductions from the.1940 tax 

levi.es total_ $7,134,346. At a 4 · per cent rate, the proposed initial payment· 

and first 4 e.nnual payments on delinquenc_ies exceed the expected reductions 

in total'levy. The initial pa.ym.ent·excee<1:9 the' anticipated reduction, ,,, 
'1 

For the litigating systems alone, however, reductions in le!y result-

ing from the application of .a 3 per cent rate would amount to $4,510,415 . ' . . 

and the 1.nitial payment on delinquencies total $5,572,509,.or $1,062,094 

more than .the reductions. At a 4 per cent rate, the reductions would amount 

to about $2,187,687, or $3,384,822 less than the_initial p~ent on account 
. 

of delinquencies. This situation would exist for the period covered by in-. 

sta.llment p~ents of delinquent taxes. 

J 
The amounts by which 1nstallment p~nts of unpaid taxes exceed re-· 

ductlons in levy.from the;l940 level and the number of years this situation 

would prevail are shown by systems as follows: 

- 12 -



·. RAI~OAD TAX IN NEW JERSEY 
EXCESS OF INSTALLMEilj'T REQUIREMENTS OVER ESTIMATED 

REDUCTIONS IN ANNUALTAX 

Systems.~ Number of 

Litigating Roads: 

1. Central of .N.J. 

2., Lehigh Valley 
. I 

3, N .J. and N. Y·. 

4. N.Y., Susq, and w~ 
5, D. L. W. 

6. N.Y. Central 

7. Erie 

Sub-total 

Payments 

8 

.6 

10 

8 

5 

5 

....2...:. 

Non-litigating. Roads:· 

1. Central of N.J. l 

2. N.Y. and L.Branch 4 

3. Reading· 1 

4. Pennsylvania I 

5. Penn-Reading 0. 

6. Un.classified l 
-

Sub-total 

TOTALS 

Excess of Payment,s. Over Reductions 
At_ 3 ·Per cent Rate At 4 Per cent Rate 

$ 378,090 · $1,046,124' 

39,821 404,635 

. 16,340 23,407 

62,994 124,052 
-

317,295 902,12)1. 

82,743 311,834 

164,810 572,644 

$1,062,094 $3,384,822 

$ 4,166 $ 5,515 

37,744 68;786 

-66,172 21,077 

-1,908,596 -874,845 

-213,003 -98,705 

~208,411 -78,047 .. 
-*2,354,272 $ -956, 219 

-$1,292,178 



If it is desired to i'nsure that installment payments on account of 
. • I 

delinquent truces do not exceed reductions in annual truc levies, it becomes 

necessary to recompute the number of payments allowed for settlement of 

these old accounts. By providing that annual, payments shall exactly equal 

such reductions, the following results are obtained: 

Systems , · Number of Payments Required, _ 
'Wi th/3 Per cent Rate With 4 Per cent Rate 

:Litigating Roads: , 

1. Central of 1'!.J. 

2. Lehigh Valley 

3• N.J. and IhY. 

4. N.Y., Susq. and W. 

5. D. L. and W. 

'6. N.Y. Central 

7. Erie 

. Average 

Non-litigating·Ro~: 

1. Central of N.J. 

2. N.Y. and L. Br. 

3. 
4. 

5. 
6. 

Reading 

Pennsylvania 

Penn-Reading 

Unclassified 

Average 

Average all rc:>ads 

10.3 

6.3 

23.2 

·13.7 

6.4 

5.9 

6.1 -
7.6 

0 

0.1 

4.~ 
- 14 -
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12.9 

53.9 

43.3 

.. 13.0 

'11.8 

12.7 . 

15 .7 

1.2 

0 

·--9.:..2. 
0.5 

10.2 



3. D!STRIBUTION OF SEC011D CLASS RAILROAD TAX 

Note: Total aeseaaed valuations of second class railroad property 
in New Jersey {1940) as reported by the Tax Department in 
_i ta Annual Report, 1940 (Abstract of Ratables) amount to 
$177,594,315. Summary- sheets of assessments and collections _ 

_ by roads, also obtained from the Tax Department, report 
these valuations at $176,439,659. Computations of second 
class taxes shown in this section are based upon date from 
the ttAbstract of Ratables. 11 _They differ slightly from 
those shown in section 2 becauae 0 the latter were,based 
upon the "frulmnary Sheetstf •. No eXl)lanation for this dis.!. 
crepancy.has been obtained._ 

' . ' 

At the present time, local rates are applied against assessed valua-

tions of second class ra:ilroad properties located within each taxing dis-

trict. Because local rates vary as among taxing.districts, second class 

railroad tax levies are not distributed in direct proportion:to assessed 

valuations. A taxing district with_ a high tax rate rece.ivea gre~ter aha.re 
. . ' 

. ' . . 

of total taxes levied than does another district containing,an equal amount 

of taxable pr9perty but having a lower rate. 

Examples of discrepancies due to different local tax rates can be 

seen in comparing Bayonne (Hudson County), Woodbridge (Middle sex. County) 

and Trenton (Mercer County)~ Assessed valuations, tax rat~a and taxes 

levied in these three,ta.xing districts_appeax as fcllowa: 

TAXING DISTRICT -_ 

1. Bayonne 

2. Woodbridge 

,. Trenton 

ASSESSED VALUE 
2nd.Class R.R. 

Property 

,$ 1,457,000 

1,551,000 

1,875,000 

- 15 -

_ Local. 
Rate 

.06035 

.0731 

.• 0474 

_ TAXES IEVIED 
-2nd Class R. R. 

Property 

$ 88,ooo 
113,000 

89,000 



Iri .1940, total a'aaessed.· valuations of second. class railro.ad properties 

Of this total, t,13.9,996,090, or 79 per cent re-
. ''. . . ' 

· presented ·properties located in Hudson c·ounty. 
. .. . . . :·,._,. 

. 
t,105, 121, 000 or. 60 per cent ·_ ' 

of- ·these valµations were in Jersey Ci ti alone-~ 

In that year-there.were•ohly nine' 0counties which contained second class 

r~iiroad property arniessed_1n· excess of $1, o'oo, 000. These nine counties · 
. . . . : . 

. accounted. for 97 p'~r cent of all such valuations in the .state. Wi tl:iin their 
. . . . . . ' ,'• 

. b.01:1-ndries. there were only ~k municipalities ha.;,.ing v~l~atfons in excess' of . 

$1,:000,-'ooo. These 12 munic:lpalitiee accounted for $157,592,000 or 89 per 

cent of the state total~ 

Taxes amounting· to ~9,;066,, 4671 wer~ levie~ against secorid _class rail-

r6ad prop~rty in 1940. Of ;this total' t5:,'569' 000' or 61 per ·cent 'was levied 

against. property located 1~: Jersey City. The 12, municipalities having aO-: . / . . 

sesaed · valuations in exces~: of t!j1, ooo, 000 accounted for lev,.i.es of abbut 

$8, 1S3, 009 or 90 per· cent of the total for· ·the state. 

. . . 
It is·:proposed to substitute for the ,present tax on second class rail-

.-1 
·1_:: 

road. :property one b8:_sad up.on the. appUcation of a fiat rate agains_t assessed 

va1uat:toris. Assuming suchfrates ~t 3. and. .4 _per cent,. this prop·ed.ur.e woulp. 

result in total levies aino{iriting to $5,328,00Oand $7,10~,000res:pectiveJ,y. 

Reductions in levies from {11~ J,.940 lev~lw~uld thus be $3,.738,000 -or',41 pet 
':·,. 

_ cent,. at the lower rate anci $1,.962, 000, or 21 per cent at th'? higher rate. 

·The -'distribution of asaeas'fd valuations ana the pro:poaeo tax among c01mties 
1 

.. and municipalit~_es ~roulc appear as, follows: 

1 Levies obtair:ed fromJ 1181.1.mmary Shee:ts" ~y roads. , See note at heacl. of 
Section 3. . } --- · 



DI.STRIBUTION OF SECO!ID CI.ASS.RAILROAD TAX .AMONG 
COUNTIES AND Mt'JNICIP ALITIF.S IN NEW 

ASS'll:SSED VALUATIONS ~AXIN 1940 PROPOSED TAX AT 
(19ho) Rate 0/~ Tax .03°/o .04°/o ' 

1. Hudson County ..,. 6 ,;,139,99 -. $4,200 $5,600 
A. Jersey City . 105,121 · .0529e-· $5-,569 .3,154 4,20'5 . 
B~ Weehawken 12,596 .04495 ,· 566 :378- . 504 
c. Hobokei:i · 9,033 . .05326- 481 '271· 36::i. 
b~ West New Jorl,c 6,548 .05754 .377 196 262 
E. KeB.!lley ·2 624 .03843 101 79 105 ·' F. Beyonne _1;457 .06035 8~ 44 58 
G. Ree~ of -County 2,617 l 

. . 
79 105 

-- .Eaaex Count,y 10,675 ., 
2. - . ·-,·, . 320·· . 427 ·- '· 

A. ·Newark . , 8,763 .0485 425 . 263 351 
B. Rest of, County_ 1,912 57 76 

3'. ·Middlesex pounty 5,962 .., . <179 . 238 - -A. . Perth· :Alnboy 2,15·4 i .C,,5Ir 119 · 65 86 
B. Woodbridge_ 1,551 .0731 113 ·47 62 
c. Rest of-County 

,. 

2,257 68 90 - ' / ., 

4. Union County 4;844 - - 14,5 19~ 
~' -A. ' Elizabeth 2,984 .• 0424 127 90 119_ 

B •. Rest or-• County -~,B6o - ·\- -56 74 

5. Bergen County • 3,119 .. - ·- 94. 125 --. 
6. · C~en County 3 o88 · - 93 125 .. , . ' ,._ -A. Grunden 2,886' .0444 128 87 . . . 115 

:S,. Rest of County · .202 -· ', 6 8 

7. :Viercer County ·2,'608 78 104 
. , . . ·' . 75 \'l A· Trenton 

""•• 
1,875. .0474 89 56 

B •. Rest'of Colplty . '733 .. 22 29 

8., ... Passaic County 1,449 · · 43 58 -
9. Atlantic County 1,014 ·.--- - 30 41 

I 
_, -

10. Rest of Stat~ ,4,839: ... - ' .145 194· - -· TOTALS . $177,594' $9,066 $5,328 $7,104 

NOTJI: Assessed·va1u.at:Lons and taxes in thousands .of doilars •. 



/ 

4. DISTRIBT.?"I'IOH OF· i'IRST .CLASS RAILROAD TAX 

Statutory reg_uirements :'.'or the uistrfbutior1 of first cla.::rn railroad 

truces were set forth in a f0rrn.er fr.emoran.durn (February G, 1940). :F\lllow-

ing these requirements, allocations of taxes levied in 1940 appen,r in the 

order of their priority about as follows: 

1. 
2. 

FUND AND PURPOSE 

Stat~ Fund (general purpose) 
State Fund (educational) 
Teacher,' a Pension Fund 
Counties (f~r .. schools) 

, TOTAL LEVIES 

AMOUNTS ALLOCA.,."W 

1 978,092 
4,784,221 
2,780,705' 

687,204 
:t9,2:30,222 

Ncrt;.e: Official' allocation has not yet been released •. · 
These were prepared from State Avpropriationo 
for Fiscal Year, ~1, 1940 (Ch. 158, !:·1· 
1940}. .··. . 

It was pointed out in Section 2 of this memorandum that the applica-

tion of 3·and 4 per cent rtites to 1940 assessments wo\+ld result in total 

first class railroad true levies of $5,869,154 and $7,825;538 respectively 

(see p.10 ). The use of o:p.e of these rates would thus cause state levies 

to be reduced by $3,361,068 or $1,404,684 froin the 1940 level. (oee p.11 ). 

In the absence of statutory cp.a.nges in the method for apportioning 

first class ,levies among the peneficiary fund~ any reduct:i,o'rls in levy must 

be subtracted from the funds last in priority. The use of ~ither of the 

above rates would thus result in completely eliminating the ara.ounte allo-

( cated to counties for educational purpooee. In add,i tion, the 3 per cent 
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rate would pro;vfde onlj $106,841 for theTeach"et'oPenaion a.Ild AnnuHy 

Fund, thus neceasi ta ting a red;1ct:ion in allocation of railroad taxes t_o 
. . . . - . 

that fund of $2,673,864·~ A 4 per cent' rate would prov:icle. t2,063,22.5 for 

this fund a.Ild require a red'!lction of t7l 7, 4.S0·. 

By present·statutory requi're~its, these propooed.levi~s would. be a.:p-

portioned.about as follows: 

. FUNDS AND~PURPOSE 

1. State Fund.. ( general_ purpose) 
2. State ~a (educational) 
3. . Teacher's Pension Fund 
4. Coup.t:t.ea (for achoo~a) 

TOT.AL· IElIES. 

- 19 -
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.. -AMOUl'lTS,. ALLOCAT.E!D 
3°/o ·Rate . 49/o Rate . 

.. $ . 9,78; 0_92 . ; z, -97?, 0~2 

1~; 7~~., F21 4, 7q4, 221 
106, 84,1 2·, .093, 2_25 
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5 • : ASSESSMENT OF FRANCHISE· 1 

A complete inyeetigat;fon of alte:r;-I}a:t1ve methods for asoessing rail_. 

· ·road franchisee is beyond the .scope of thio memora:µdum. Such an investi-

gation would invqlve detaifed analyaes·of op~rating:and fin~cialdata for 

each ~oad operating witliin:.New ·Jersey. Although the lack' of time and data 

·prohibito such analyses hefe,; some pertinent observations can be ma.de. 
·l. 
•t• 

· In 1940; the ·aeseeeed:;valu~ of franphiseo in.New JeraeY: amounted· to ' 
• !! . ' .- . . ,·, . ,._ < 

$2,881,089, or.lees than liper cent of .total assessed valuations of all rail-
. . . 

road property~ 1 Of this ain.ount, $1,.028,,'.;526, or about. 36 :per· cent, was aO-:-
. . . · .. ,. . L . ' .. 

eeeeed against the Pennsylv~ia· system alon~. Franchisee o:f' the .seven liti-

gating' eyQtema were aaeeasJd in: total at $1,572,463,. or about 58 per cent. 
'1 . 

of•all such valuations in ihe state. 

Because of ite relati~e un~po~tance in the present tax base, any- 'er-., 
. ·. . -,··' . . . . ::' ·:: ·-.· . - .. . . _-.- . ., . . . : . : .· . 

fort to affect a gradu,tion of railroad; tax levies through the franchise 
·- - . . . . . . ·, . 

must 'Qe" c'onoerned with a eiibstant:i.al increase in its -assessment.·. Such· in-
1 . ' ' 

,·. ,·.. . . . l .· . ·1 . ... ,· ·. .. : . . . • .. · J . . • - • ,·. 

creases, unaccompanied by: changes in assessed valuations .of. other classes 
; 

. of prope~y~ serve to .qffeet in 1ull or ill:. part. reductions. in tax levies 
- . {. ! 

Einticipat~dao.a reeu;Lt of)the propoeed 0 new levies at lower rates~ 

.i ( 
It. ie proposed that tlle, earnings of· railr9ade be· ta.1c~n. into account _ 

in- evaluating t~e _r'ranohi_e~e. - Many definitions or· e8rl"I'.iinge can be .. fpun~. 
,. . . 

i'.he t~ee following defini ~ions, which be. ~sed as guides in coriaider-

,1hg · the· p~obl~m; are 'preac:riibed for railroad accounts_ by the "0hita'd St9:tea 
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Interstate Co:m:nerce CormntGoion: 

1. Wet Railway Operatlnc, Revenue 

• railway operating revenueo leas rA-ilway operating 
costs 

2. Ket Railway Operating Income 

• Net Railway Operating Revenue (1) less 
(a) railway tax accrue.lo 
(b) u.ncollectable ra:i.lway revenues 
(c) joint fac::il:!.t,y rents (cl.r. aJ1a er.) 

3'. Net Income 

•• Net 
(a) 
(b) 
(c) 
(d) 
(e-) 
(J) 
(g) 
(h) 
( i) 

Railway ·Operatins Income (2) plus 
o.ividend 5ncome 
other i1on-011eratirig income, leas 
miscellaneous.1 rents, tax accruals 
rents for leasec1 roads 
miocellaneous rents· 
;miocellaneous tax accruals 
interest on funceo. debt 
:interest on unfunded d.eb't 
miscellaneous charr•es u. 

and. charges 

With the possible exce:-:;ition of (d), "rents for leased roadsl', the 

itemsb;r which Net Income d:iffers from Net Railway 9.Perating In.come arise 

almost wholli' from non-railroadine activities. Almoot all of the difference 

is in the costs of finarn;:inc;. Two equally successful. roads may .show quite 
. ' 

different "rtli!'t incomes" be~ause. of different. fj_nancial structures. . One may 

be ftnanced_ li:treely through borrowing. sild_ hence have heavy "fixed chargesfl. 

The other, in turn, may .·be financed by otock i sshes and have small "fixed · 

charr•e s". u . 

From tH@ point of v:i.ew ,of railway .. one basis for evaluating 
' franchises f6r taxat:lon. purpooes in New Jerse;y is Ra:ilway Operating In-

.come alloca.M6: to the state in pror,6rtlon to m.Ues of all track~ . J3y 

- 21 -

I 



1. 

2. 

3. 
4. 

5. 
6. 
7 • 

1. 

2. 

3. 
4. 

5. 
6. 

cap:I t'aliz:ing such allocated income at 3 pe_r cent and deducting a.ssessed 

valuations of_all·railroad ~roperty except f'ranchiees, this procedure yields 

approximately the follow:tng·~esults: 

System 

L:i.tlgatlng Roads: 

Cent,ral 9f N.J. * 
~high Valley 
N.J. and N.Y. 

N.Y., Sus., w. 
D. L. and W. 2 

N. Y. Central_ 

Erie 

Net R.R. 
Operating· 
Income 
(1939) 

1,943,304 

7,149,326 

-:-273,985 

Per Cent 
Track 

. · in N. J. 

67.9 

16.8 
65.6 

264,337 .·. 97.7 
6,028,688 27.8, 

37,303,427 0.7 

. 9,137,670 10.8 

Operating· 
Income 

Allocated 
to N.J • 

$1,319,503 

. 1,201,326 
-156,118 

258,257 

1,675,975. 
261,124 

·986,868 

N.J. Income Cap. Income 
Capitalized Less Ass'd 

at 3 Per Cent Valuati'ons 

$43,983,433 

40,044,200 $ 3,855,310 

8,608,257 2,502,822 

55,865,833. 
e,704,1;; 

32,895,600 

. Non-Litigating Roads_: 

Central . of N. · J. 99,135 . 100.0 99,135 3,304,500 3,169,620 
) ,...., 

N. Y. and L. B. l 

Reading2 .• 11,931,004: 4,-3 513,033 17,101,100· 8,376,211 
Pennsylvania 
Penn-Rea.ding 

Uriclassified3 

77,304,328 . 6.1 4,715,564 · 157,,185,467 
\ 

. -1,812, 029 100.0 -1,812,029 

Total Assessed Value of Franchises 
C. . I 

1940-Assessment ·-.All Roads 

Increa.s~in Assessment Indicated4 

-
54,838,890 

$72,742,853 
2z881,089 

$69,861,764 
. 1New York and Long Branchioperated join,tly by Central R.R. of' New Jer-

sey· a..'1.d Pennsylvania.. No data were available for these computations. 
·. 2!>:i.stribution of all track miles wae not obtained for Reading. Allo- · 

cations b_aaed upon miles of line operated.· 
3unclaesified group made fo, of a number of small roads. · Computations 

were not ma.de. 
4No account was ta.ken of nominal values of franchi_see whera' 1940 · as-

sessed valuations of R.R. property exceed capitalized income allocated to 
. New Jersey., 
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'11;;-o :pertinent observations are apparent in the above date. First, 

, this procedure would. .result in n:.aterial increasoo in franchise assessments 

for f'i ve of' the syst.ems shown, and in no valuations at all for the others. 

Second, only two systems. show a net loss by this definition and one of 

these j s the one road in the state which is not delinquent in. any of its 

tax bill to the state. 

One less apparent observation concerning the data themoelves should 

be pointed·out. Earnings were obtained,from Moody's Manual of Railroads 

(1940) for systems. Precaution was taken to insure·their accuracy of 

coverage for the roads involved-in the NewJeraey railroad tax. However, 

franchise values are at present determined independently for each road 

comprising the. various systems. Because each road may have a diffe'i-ent · 

:pattern.of earnings, any change in their grouping would result in a 

changed basis for valuing franchises. 

An example of this factor can.be seen in the case of computations· 

. shOim above for the Central Railroad of New Jersey. The Mount Hope Min-

eral and Wharton and Northern railroads are commq,nl;y considered-to be a 

part of the Central system. Because these roads are not involved in the 
' ' , 

tax litigation, tp.ey are carried as "Central R. R. of New Jersey". in 
, 

· the non-Ii ti.gating group. Considered separately, earnings of t_hese roads 

are sufficfont to warrant a substantial assessment of their franchise. If 

they were · included with the rest of the "central system" · as sho-t-m,. these 

earnings would not be suffioient to bring the total.system earnings up 



to a point sufficiently high to supply the base for any asseso:illent · of 

system franch:i.se. Because ,these roads are operated se:i;,arately, i.t is 

felt th"e above computations are logically sound. 

' But other systems as shown may well contain similar discrepancies 
\ 

due to grouping of roads iI'l;to systems, To the extent that such group-

ings represent actual operating conditions,Lthey are felt to be justif5.ed. 
·(' 

To the extent that they contain roa(ls which a.re ser)arately operated, they 

fall short of their purpose, 
' ) 

(!_ 
In the abse.nse of a more detailed analys:ts, 

the above computations can serve only as app;roxirnations to the recom-

mended franchise valv.a.tiona:. 

In Section 2 of this m,emorandum (.see p .. 11), :probable reducti;ons in 

taxes levied .against each:i:pad from the 1940 level wer'e computed at as-,. 
sumed flat rates of 3per qent and 4 per-cent. These were estimated at 

· t,7,134,346 {f6r 3 per cent): and $?.,413,565 (for 4 per centf. Assmning n~ 

franchise asm~ssment for the roads having property .assessments i.n excess 

of their income allocated ~o New Jersey and capitalized 0rt 3 per ·cent, new . 

l~viesagainst $69,861,764/of fr~chise valuations would amount to 
. '' . : 

*2,100,656 at 3 per cent and .$2,800,874 at 4 per cent., Accordingly, re-

ductions in total railr,oad,taxep ftom 1940 as shown 1r1·section 2 WO'.,\ld be-
l 

come $5,033,690, or 27 .5 per cent,· at a 3 :p.er cen:t l!'ate and only $612,691, 

· or. ~-3 per cent, at. a 4 per cent rate. 'These changes appear by roads as 

· follows.: 
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1. 

2. 

3. 

4. 

5. 

6~ 

7. 

1. 

2. 

3. 

4. 

5. 

6. 

.CHANGES IN RAILRO.Al) TAX LEVIES FROM 1940 LEVELS 
AFTER ADJUSTMENT FOR NEW FRANCHISE ASSESSMENT 

ASSUMING FLAT RATES AT 3 PER CENT AND 4 PER CENT 

At '3 Per; Cent Rate At 4 Per Cent Rate 

'. Systems 

Litigating Roads: 
,. Central of N. J. 

Lehi@ Valley 

N,J. and N,Y. 

N • .Y.' Sus., w 

D.L. and w. 
.N •. Y. Central 

Erie 
· 'Sub-Totals 

Computed 
Reductions . 

( Sec. 2, p. 12) · 

!~l, 304,372 

· 718,598 

12,400 

89,122 

1,151,692' 

458,741 

· 775z491 
· ;~4,510, 415 

Non-Litigating Roads: 
Central of N. J. 8, 2,336 

N.Y. and L,B, 56,828 

ne.ading 193,761 

PerLT1syl vania 1,920,471· .. 

Penn-Reading 213,003 

Unclassified ·· 237z532 
Sub-Totals $2,623,931 

!V.OTALS · $7,134,346 

Increased 
Levy on 

. Franchise 

$..:..1s,s10 

106,885 

-30 

74,9'.35 

~11,179 

..,-456 

-7z 774 
. '. $143,570 

$ 95,029 
1 -

·• ,248,406 

J:, 614,311 

· -660 

1 -
$1,957,086 
$2,100,656 

Ne.t Reduc-
tion Mter . 

Change . 

$1,323,182. 

611,713 ,· 

12,430 

14,187 

1,162,871 

459,197 

_783z265 
$4;366, 845. 

.. ,t> -92,693 

,, 56,828 

.:....54,645 

306,160 

213,663 

23·7z532 
$666,~45 

'$5,033,690 

Per Cent 
·Reduction 
frOIII .1940 

Levy 

40.0 

. 33. 7 

37.0 

5.2 

40.0 

40:0 

39.2 
38.\0 

-1452.42 

37~9 

-12~02 

6.1 

38~4. 

37.8 
9.8 

27.5 

1Franchise computations not ma.de; .. see notes to last Table. 
2 Represento increases over 1940 leve'l in truces levied I 

Computed 
Reductions 

, ( Sec. 2. p. 12) 

Increased·· 
Levy on 

Franchise 

$ 636,338 * -25,080 

353,784 i42,513 

5,333 -40 

28,064 · 99,913 

'56'.6,863 -14,906 

229,650 -608 

367z657 -lOz366 
t,2,187,687 $191,426 

,lo 
·:> 987 t,126, 705 ·. 

25,78,6, l 

.106,512 331,208 

.886~720 2, 152,.415 

98,705 -880 

107zl68 -1 

~1,225,878 ".,2,609,448 
$3,413,565 ".>2, 800,814 

$ 

Net Reduc-
tion After 

Change 

661,418 

211,271 

5,373 .. 

-71~849 

581,769, 

230,258 

378z023 
:;1, 996, 261 

t,-125, 718 

25,, 786 

-22J+,696 . 

-1,265,695 

99,585 

107zl68 
$~1,383,570 
<l, ,p 612,691 

'Per Cent 
Reduction 
from 1940 

Levy 

20.0 

11.7 

16.0 

-26.32 

20.0 

20.1 

18.9 
17.4 

-1969.92 

17.2 

-49.32 

-25 .22 

17.9 

J,7.0 
-20.32 ---,., 
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