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" in the room and foruthe“redord; i‘amFSenaﬁdf"

 SENATOR ROBERT E. KAY (Chairman): ‘1 will now

open the public hearing which was scheduled for 10 A.M., -

'»Wednesday} March 27th,3dealing‘with“eertain'matters9”v*'“f

lrelatindltOftaxation}‘3Forﬁthehinformation“of'thosé”offyouw'

obert “E. Kay,
Chairman of thejsenate5Committeefon TaXation;f'This7hearing

is a hearing of the J01nt Taxatlon Commlttees of the Senate

and of the ASSembly, Assemblyman Todd Chalrman of the

Assembly Taxatlon Commlttee is here and w1ll say a few words o

‘in the 0pen1ng.

I have a llst whlch to- the best of my knowledge,
contains a llst of those of you who des1re to testlfy today
If, for any reason,_any of'you thlnkhyou'might not”be;on the

list,“if“yourwillfput your name.On"a;pieoe of'paper_andfpass'

it forward 'l>Will.reoheCK’the'liSt Those of you who de51re';_

‘to testlfy, may I ask that when you do testlfy you occupy j:"

the chalr just to my left here where Senator Rlnaldo is.
presently_slttlng@ .lhere 1s-a mlcrophOne’there andveVery'
word that is said, of course,lls transcrlbed mechanlcally
1nto the record and is also taken down personally'by the

stenographersc Your statementva1ll,“of course, be in the

record and a complete report of the hearlng w1ll be 1nv*“5

fPUbllcvform and every'memberfof*thefJOint“CommitteeVWill?*
receive a copy ofythis”and7therefore‘be”enabledﬁto,know‘

_‘everything'that’tOOK‘placé.heféftédég;}#z;f

1
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The particular bills in the Senate which are

‘the subject of this publi

c hearing are Senate Bill 404,

 Senate Bill 200, Senate Bill 419, Senate Bill| 469 and

‘Senate Joint Resolution No. 12. I think it's well known

to all of you here that these bills and this hearing deal

,1primérily with the packag
*taxes'Which“were:éngétedi
| I"Will;atftﬁi5>f
L'of thé1Aésembiy Cgﬁmitﬁée
.td'maké‘atthe10pénihg‘of
e ;'LASSEMBLQMANuWEBS
" _S¢nato£5Kay.‘;Fifét,ﬂlvwc
, 1§;here’ana"£o séy!that”l
'  a§_léaS£ ié'ihtére§ted;ir
'miﬁféés are prébably goin
see~£Wo QOrequzmylAséemb

us to outnumber you, Sena

e of whatYWevéail;the business_

ime ask AsseﬁblYmgn Todd, Chairmgh
'on Taxa£ion;,if‘he has sbﬁemfemarks
~this hearing. |
TER B. TODD, JR;:',Thank‘you,
uid liké to weléome every one who
'Jﬁidelightéd,tbsee-thétﬁhg audienée
*What-we éfe,doing=and the»Ta#:Comm
g to‘rely.on,thewrittenword; I

ly Committeevcoﬁing'in which allows

tor, so we are in good shape.

: The‘particuiar-billsﬁin the Assembly that we are

going to;cohsider_today-a
© 217, 279 ahd 350. These

*taX‘package’thatrsénator

re Assembly Bills 88, 90, 132, 208,

bills all deal with the replacemeﬁt
| _ S | N ’

. |
Kay has noted - Chapter 54 = 11 (a),

}(b)gandi(c),.ahd tﬁe proVisions for collécﬁihg,limplementihg

- and administrating those
I*would-like.to

’holdihg_these hearings st

partiéular taxes.
point out at this/time that we are

rictly for informatiéhy, We can't

2

)

e



@,

-ﬁromise‘resUItsitomdrrow;--Whenf&e,haveAthe_transcriptxit
w111 bevery carefully considered in the Comm1tteet0 flnd 7
‘rmeanlngful and long-term solutlons_;to‘resblye-some.of}the _A 
,_problems that ex1st. I ‘think 1t s lmportant, before we take

‘any leglslatlve steps in a matter as 1mportant as’ th1s partl-'”

cular tax package, that everyone be allowed the fullest l
opportunlty te be heard and thus the- occa51on of the hearlng;f'
Wlth,thatj Seﬁator, I?m.readyﬂtong.nf,- |

SENATOR kAféfaiAli:right; ‘Tnank~y0u, Assémblyman‘
Todd.:.l w1ll probably act as ”the Master of Ceremonles
for . the hearlng unless for any reason -I.am called from the
room,‘at whlch tlme I w1ll ask Assemblvaodd to carry on,h
as he is the co;chalrman of-the jOlht.Commlttees on taXatg.on°
| ASSEMBLYMAﬁ TODDE:' | Charrman, may I just 1ntro-

duce the member s of the Assembly Tax Commlttee. This is

s-”Assemblyman Crane, Assemblyman Evers, Assemblyman DeKorte,.e‘}u"

and Assemblyman Apy. So if you‘hear any questlonS»from over
there, you'll know they are legitimate.
SENATOR'KAY;v ;And I would add that‘immédiately‘on’

my left is Senator Frank Italiano of Camden. The first

'speakér,fand:perhaps‘therels.a,little‘senatdrial”eourtesy.

involved here, but Senator Rinalde of EsseXfCounty had asked

for permission to make a presentation and I khow he_has

~other‘eommitm6nt$; Senator Rinaldo.



SENATOR MATTHEW
Kay. Just to correct the
My purpose at th

adoption of a bill which

i
b
1
|
i

J. RINALDO: = ° Thank
: i
it ‘is Union

record,

you,” Senator

| County.

is particular hearing is to urge

21 ‘or more than half

of my fellow

‘Senators saw fit to co-sponsor when 1'pr6pbsea it. The gross

receipts tax on retail bu

of a package of laws inte

for the local tax that had been imposed ‘on| bu

- property.
© This is a discri
burden"oh"retailersiwho'a

imposed on New Jersey bus

- pensated cOlledtOrs"Qf'Ne% Jersey's sales tax

‘receipts levy is barticul
retailer's gross receipts
a”prdfit or not. - |

| New'Jefsey is th

out one class of business

one of only seven states with such éitax7‘1

‘- N = L5
sinesses was adopted

in 1966 as partr

nded to provide substitute revenue

inesses, in addition

arly unfair because

men for special taxation.

siness personal

minatory tax that places an unfair

re'already'subjéct?ﬁd”all other taxes

to being uhcom-

es. The gross

it taxes a

;ﬂréqérdless%of whether he is making

e only state in the'qﬁion”ﬁoﬂsingle

'Alaska,

evies it on all forms

- of business receipts but has no sales tax. Delaware, which

also has no sales tax, im

" well as merchants.  Missi

|

pdses”the]tax7on'ﬁanﬂfacturéfé“as

ssippi levies its |gross receipts

tax on all wholesale purchases, while WéShingtdn“é ié7bn all

‘ businesses. Indiana and West Virginia allow retailers a

choice of paying either a

4 .

gross receipts tax or a corporate:

-

iz ]

e

. f‘ﬂ
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"vihcome’tax., But they do not expect both. ConnectiCut
:1mposes a. gross recelpts tax on 1ncorporated buslnesses

_1n lleu»of the corporate taxP

My concern about the 1nequity of thls tax, however,

_ extends beyond my compass1on for the pllght of the small

retaller to the consumer.* ThlS ls a tax thatfretallers must

h_pass,on_in the’formvof,highervprices; Thus, the little man,

the beleagu?redconsumervat the end of the line, pays what

in effect iS‘another salesitax,onofOPthtthat’he'already y

”muSt'pay on moét'purdhases}j~

It has been suggested that New Jersey cannot afford
to lose this revenue ' ThlS 1s nonsense, -
The reta;l gross recelpts tax brlngs in: $4 mllllon

per year. It is one of the taxes 1mposed by the State to

;¢0mpensate munlclpalltles_for‘the loss‘of theﬁbuSlness A

'_'personalvproperty tax."This réquires.$102‘million in aid,

The Governor s budget progects collectlons of $76 mllllonll»

'vdurlng the flscal year endlng June 30 1968 from»the tax L

package of whlch the retall gross recelpts levy 1s a part.'

.Slnce only $51 million - or half of the $102 mllllOn -is

requ;red,for~the flrst half'of 1968 _1t 1s ob'Vlous that

‘a,surplus-ofvszs‘millionfwill»exist,:

If the State recelves the $76 mllllon ant1c1pated"

‘for flscal 1968 and $46 mllllon in the last 51x calendar

monthS«Of’the'Year,'rt wlll accumulate’$l22 mllllon aS'

replacement for1buSiness-personal'proPerty*taxésﬂandiWillr‘

5



have,to_pay‘outhoniy,$192

$20 million.

LA

cq s N
‘million, leaving.a surplus of .

v Obviously_thé.revenuesvareitheré ﬁo,qompgnsate for

~ the repeal_of'thisvunfair‘and discrimipato#y,t

to continue my fight for
course of ac;ion:is;righf

_ That is the end

 SENATOR KAY:  Thank you, Senator, Z

members of the Committee

-particular witness any questions?

ASSEMBLYMAN TODD: .

o

‘would just.like to clarif
directeq.towardwa:retail
uninqorporateq,businéss;‘

-~ SENATOR.RINALDO:

that my feelings are pret

‘incorporated business tax. The reason I have

in my testimony the retai

specifically is because I

. N ’
its,repealybgqagsé I

and' ]uSt' e

of my statement.. .

Through yogp.M:,
y the fact that this

gross receipts tax an

| . That is correct.

1 gross receipts tax

who.would,;ike_tp ask

aX R I ir]it‘e*nd

believe this

ire there any

of this

Chairman, I
statement is

d not the

I might add

ty much the same about the un~

singled out

lon. retailers

‘am,here'to;deﬁend my bill, Senate

No. 404,»andvadditionallyﬁwe‘do»not,,acqordipgwto the

estimate that I have just

revenue-tb;repeal:boﬁh.of

this is a first step in the right direction. .

them at this time,

‘given, have enough money in

;Blf,.‘lt, I think

 ﬂSENATOR;KAY;;_ All, right@ _?hank,yog,;senatorgt.

and my apologies for putt]

ingﬁyou in;the wrong.

6
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"SENAToR,RINALDog ~ That's quite all right and

1t s been a pleasure belng here.

-SENATOR KAX- I perhaps dld not make 1t clear before +to everym R

one in the room, but when I do call the name you w1ll then

'Qccupy this chair~and the‘first statement should be.yOur

name and the organization”thatfyou~repreSént; assuming
that you represent a group. I will call Mr. Lehman, New Jersey
Automobile Dealers Association.

AL - N. L E H'M A Ns - My name 1is Al N. Lehman

- and I am Executlve Vlce Pre51dent of the New Jersey Auto- e

l'mobile>DealersgAssociatiQn; Qur»membership representsv

approximately 800 franchiSthnewfmotor vehicle dealers in

Ea X

the State of New Jersey.

.,i"»l

Flrst, I would llke to compllment thls Leglslature

for its w1sdom in creatlng a Commlttee on Taxatlonal I:bel;eve

that the\need,for,suchﬁa\committee is long~overduev and we

;especially.appreciateithe opportunity,to'come“before yon today -

to discuss theleffectfof_a series of business taxes enacted
'into'law'in 1966vreplacing the proVisions of Chapter 51.

Please let it be understood that the membership of

our Association is not against taxes per”se.veAlthough,

taxation~is'notna’popular'snbject; those-in businéss and

government realize it is a necessity if services and programs

- for the.oitizens‘ofvthis”Statevare.to’be‘maintainedvand_j

improved:at all levels of government.thll oﬁnus;“however; must

‘be concerned when any form of taxation is discriminatory.

 7f‘



L
| g

In m1d-1966 the Legislature passed and the Governor signedvintO»lap a

package of four business tax "reformj" to replace the dual tax rate'legislation

Z‘applicable to Chapter 51 ‘This legislation was recommended by a study committee

appointed by the Governor, assertedly representative of the business community

It is a matter of record, however, that of the 18 members\on this committee,

g

only one represented retail business.' We are given to understand that Governor

- Hughes app01nted this Committee'because he was not entirely satisfied w1th the

tax nor vasyhe entirely sure the provisions of Chapter 51 Vere'cnnstitutional.

In our opinion, the five-bill "package" enacted to replace Chapter 51

was hastily acted upon by the Leglslature and did not receive thorough

study.and analys1s to determine-its impact upon-New Jersey

business. There

were no public hearlngs on any of these measures before they became law.

Those affected were not afforded any opportunity to voice

In the interest of time may I state our membership is'not,oppOSed

their7viewpoint.

to the total reform package In fact’ there are ‘many aspe*ts to'this»new

concept of-taxation we believe nost desirable. For example,‘under'the new

concept a11 taxes are levied, collected and administered bv thF"State before

being returned to local municipalities who were previously

responsible for

these functions In additionilthe tas rate, (depending~upon the type of tax

imposed) is uniform throughout‘the’State. We believe uniformityuin taxation

to be highly desirable. It places all those_taxed'on an edual'basis,

eliminating the posSibility of'favoritiSm or improper,administration in any

local jurisdiction.,

We cannot disagree with the increase in the corpc
or the tax on machinery and equipment used inrbusiness;- Bo
‘are uniform in their‘effect’on;all segments‘ofbbusiness; an

based upon ability to pay.

rate net income tax
th of these taxes

d iT‘their being

w

[ I

(0w
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Our primary concern is taﬁatlon based upon.gress‘recelbte. while the

tax rate may be uniform, this is where equlty ceases. Inhrounding eut ite‘tax
package, the Leglslature enacted two pleces of 1egislatlon u31ng a éroee recelptd
formula: The tax on the gross receipts of hnlncorporated bu51ness and the tax

on the gross receipts of all reteil Stqresf The equity of both of these ta .
shouldbbe an item of serious concern to this committee.

It is interesting to note the meﬁbership of our Aesociation is unique
in that they will pay at least 3 of the 4inew taxes. Slnce all‘frenchised
automobile dealerships have extensive service facilities, they will be.required
to pay the machlnery and. equlpment tax. .~Becauseathey come within the definition
of a reta11 store, all automoblle dealershlps‘are required to pay a gross :
receipts tax on retail store sales. In add;tion, all automobile dealerships
are requifed to pay either the increased corporate net ineome tax or the

special gross receipts tax levied upon unincorporated businesses.

I would like to limit my remaining comments to our opposition to:ithe -
gross receipts tax levied on all retail merchants. We believe that this tax
is not only unfair, but unnecessary. The other three taxes should be more than

adequate to save the municipalities harmless.

The retailvgross receipts tax ie a diecriminatery tex. It does not
burden all segments of the bu51ness commun1ty equally and it bears no relatlon h1p
whatsoever with a bu31ness ab111ty to pay The exemptlon of the first $150 000
has meaning to many retailers-—but not to the automoblle dealer The smallcst
automobile dealer in the state has annual sales of $500 000 w1th a profit of

$10 000. Compare tnis w1th a Jeweler or clothier w1th a proflt of several

times that amount on sales of $149 999 and no tax.



there is no concern whether.the buéiness

Under a gross receipts tax

makes a profit or if it does, the amount of profit

Merchants who sell a hi gh

price commodity such as automobiles operate on an extremely small margin of

profit and will suffer the most severe impact,
some statistics compiled by the National‘Automobile
may prove the impact on our. industry hf the reta11 gross r

B

a law of New Jersey - ' o - ﬁ

The record of the average operating profit befor

total sales is as follows.
| 1967---1.83%, of total sales
1966---1.8% of total sales
'1965---2.lZ ofhtotal'sales

1964===1.8% of total sales

1963-;-1.9% of total sales
i
Uhile we. are not crying povErty, the automobile

excellent example of severe prlce competition at the retai

in the above fiﬂures there are dealers who operate below t

Substantial number who have only a marginal bu31ness

| i

If an automobile dealersnip\sells fewer than 400

chance of failure in the business increases proportlonatelv.

show that 12 per cent of the Chevrolet dealers in this category lost moneyblast‘

year. Even worse off were Ford dealers with 17 per ‘cent

the two most popular cars on the road‘

share of "large" dealers as compared to the rest of the nation

losses.

For your information,'here’are
‘Dealers Association'which'u

eceipts'tax remains

e F%deral taxes on

industry is an

1 level. Obviously,

his figure and a

cars annually, the

_National fipures

These are

Although New Jersey has more than its‘:

, the average

dealer in this state will sell approximately 300 new cars annu#lly.v-

10"
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Due to che haturé'of the pfbducts:sola'fihé ekéﬁﬁtloﬁ graﬁted underié
this tax means 11ttle or noth1ng to an automoblle dealer whose aéérage éaieg,i
are $l 6 mllllon dollars. ACCentuating ‘the iﬁpact‘bf‘the-retail_grosa receipts"
tax is the lack of a'trade-in'eXeﬁﬁtldﬁ:un&ér*;heegrdsé“téceipté‘Eak_Iaﬁ.v As
all of you krow, it is alhdrmal,practiCé'té trade;ihia‘car ﬁheﬁ:quChasiﬁg_a

new one. The sales tax law takes this trade-in itito dccount and assesses the -

“tax only on the net payment.. But there is no provision under tlie gross rcceipts

tax law for credit on trade<in merchandise.

"Our calculations show that fhe frahchieed ney car dealers in:this
state, by themselves, will ﬁaj—morefthan'25lpeticent'of tﬁe'totalvfax.fo bée
collected dnderlthis'law,' This'factvalone adds weight to our afEuﬁent.ef'
extfeme discrimination.k New car dealers in New Jersey are respon31ble for
selling approxxmately 400 000 new cars annually, and an. addltlonal 500 000 to
600,000 used cars eaeh year. In addit1on, they are the prlmary source fer

automotive parts. Simple arithmetic will prove the accuracy of our calculations.

t is intefesting to note that at the same approximate timeithe emdi .
retailing seoment'bf NeﬁlJerSey'edsineSs was siagled.dut to-pay fﬁialgfoss' |
recelpts tax, they also became the unpald collector and transmittor to the
State of New Jvrsey of the new 3 per cent sales tax Inc1dentally, auto dcalerrb
are the largest 31ngle collector of thls sales tax for the State Here no esmal
task is involved. In‘view of the substantial burden plaCed upon the retailing‘

industry in collecting and- transmitting this tax alone, it seems most unfaic

'they should also be Selecte& ﬁo”5hou1der fhis additioﬁal'taﬁi

' In closing, we think it extremely important for this committee to

consider the relatively small amount of tax to be collected under this law in -

relation to the potential damage this taxing theory can have on retail business.

11
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We hope thiS-Leﬁisleture would agree with our sister state New York, that

regardless of how badly the Stateior_loeal.eommunity needs_mtney

; this is not

an'equitable‘way=t0~impose;taxation. We understand that_only six other states

have some form of a gross receipts tax, and none are as discrimi
New Jersey's.

of business taxes and a gross receiptS'tax in addition.

Th e Chapter 51 "package" was expected to'generate‘add

of $91 milllon dollars in its first year of operation We unde

|

definltive totals will be ava1lab1e oetween Aprll 15 and May'l,

understand that there is a good 11ke11hood of substantial overr
| :
three taxes outside of the retail gros% recelpts levy and that

could equal or exceed the return from Lhe retail tax. Sucn a Q
remove themlast.reason_for.retaining,tLis unjust tax. We are c¢
will be closely watching the:ta#;return figures,thet arejdue,ne
ifltheserespeetations‘are»not'fully met,.weuthink that,eqhity W

)

repeal.

- Governor Hughes found;thewprovisions of Chapter SL un

in his opinion, the business_personaltL tax was not a fair meas

ecognition that business

That principle is just as valid

;apaeity to pay. This is an explicit
be based upon ebility to pay.
under Chaoter 51. For this reason and lothers noted, the meTber
» Automobile Dealers Association 81ncere1y thank you for granting

and we solicit your support for the reneal of this onerous tax

. possible.

Thank you.

12

Only in New Jersey is the retailer subject to all

natory as.

other forms

itional revenues
rstand that
We also

uns from the
these overruns
eSult,wouldi
ertain that'youv
xt month. ‘Even

ould dictate

desirable because
ure of business'

taxes should‘

todey as it was

s of New Jersey

them a hearing,

baeruickly as

a

.
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SENATOR KAY: Thank you, Mr. Lehman. Do the
members of the Committee have anhy questions of Mr, Lehman?

ASSEMBLYMAN CRANE: The question I have, Mr, Lehmahg
is this: You painted a picture.of very bleak profits for
the automobile dealers from 1.8 to 2.1 per.cent over the
various years. Does this include all the operations of anv
automobile dealer; for example, I know hany dealers have
their used car operations under separate corporate entities
and perhaps this isn't figured into this profit picture.

MR. LEHMAN: Gentlemen, in quoting the percentage>
of profit figure which was used, this is the total gross
profit plus any finance . and insurance income that a dealer-
ship would derive out of selling,- I believe you all under-
stand that -minus total expenses, which include the floor
plan interest that they pay the banks. Otherwise, this is
the total net,

ASSEMBLYMAN CRANE: Is this typical of ﬁew Jersey?
This is a U.S. figure you gave us.

MR. LEHMAN: This is a U.S. figure, sir.

ASSEMBLYMAN CRANE:  Typical also of New Jersey?

MR, LEHMAN: I would say that the average dealer-
ship in our State 1s slightly above this because nationally
the average dealership will sell around 250 cars. We are &
little more urban than most States but actually from Mercer
County south, the dealerships are much smaller, as youvare
well aware. There are many dealerships in the State that

13
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sell 2500 cars - not many, but 10 or 15. T

Chevrolet-Ford dealérship will probably Séﬁ

and 1000 cars, but there are an awful 1ot'q

, S o v |
‘ships in the State. Most|of those large de

right up in‘Hudsonp Bergénp Essex, Union. |

ASSEMBLYMAN CRANE: So what you a

to us then is a picture that with such a ‘small

~the tax on top of that is a burden upon you

membershipo

MR, LEHMAN: 1 didn't mention spe

much about the'unincorporﬁted business tax

there is probably only one out of 30 or 35

remaining in this State that still are unin

Especially since the advent‘of this tax bac
of our dealerships felt that if they were g
taxes, they would rather pay the tax'based

if you take an example of a dealership that

dollars in sales, which is approximately 30

the tax on that would be somewhere around §

!
)
|

but under the unincorporated it would be 5

It would actually almost put him out of bus

talking now of 3/10ths of 1 per cent.

ASSEMBLYMAN TODD: Mr. Chairman,

clarify a point, if‘I‘maya'through you. Mr

‘man Crane asked whether this figure include
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s 1.6 million
ars annually,

0, I believe,

times that big.

ss. You are

ould like to
ehman, Assembly-

11 of the

i

(%



(»

operati¢nsfof_the‘dealer, to which you answered yes,l I'm »
still not‘cleaf,;iﬁ speakipg of a dealer§hip, wheh'Assemblyman
Crane mentidned,the fact.thét'some,used‘ca:[opéraﬁions Or:  
service opératiqné.of.parts_pperatioqs might be heldyas
separatevcorporate‘éntities, |
MR. LEHMAN: - If they are held‘as séparate cqrporate.
entities; naturall&'they wouid have to be‘remOved,vsir.
ASSEMBLYMANTODD; - So thén»thesevfigures really
aéply, as a,gébd fuie of thﬁmb, or probabiy apply to the
new car sales andjserviceend of the‘dealershiﬁ; Is thatwh
a fair assumption?
MR, LEHMAN: YeS,'Mr; Todd. _Actually?dealers are

BN

becoming more refined every year; for example, with the

~advent of leasing in the last five or six years it has become

more and more a practice to establish a separate corporation,

for example, for their leasing. But you are only talking of

2

larger dealers,r Most‘dealers do‘hbtvhavé a muitiecdrporaté‘
sétup where theirvused car opérétioﬁ isione and their new
vcat,operatioh‘is another.bvi héve spmevothér»figureé;-gentle-'
men, that migHt heig'youfcaiculate, which;i didn‘t use in my
speech.  Tﬁé‘averége=uséd_car;that‘is;goid‘will generate |

around $l,OO7QIKOtherfwise, there are;uséd’caré below that

~ figure and there'arefused cars»abpvejﬁhat figure.!'So’

when you use a figure of 500,000 used cars in this State,

the average,used ¢arrwill.séll atﬁretailpfoffarpund $1,007.

15
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I

The average new caf'Willeell at-apprOXima

|
|

tely $3200 and,

of coufse”7thefe_aré"thdée:figures'OVéf and those figures

under, and in arriving at the over 25 pef"bent'figuréf

we checked this figure'6Utﬂngy,'very‘éloéély;
. : : . |

|

The average automobile déalershipifér‘eVery new

darvsbld'will générdfe arprbximétely $5220§ih
‘otherwise, the price:of‘theiéar mi§h£ bé>jﬁst
'$3000, but then you have yourvbody shop ahi.yc
service faciiities ahd'your‘pérﬁs} and so
s6 I think that_bettér'éhsweré thé other quest

'That"s‘the Way'they figuré it to arri
dgicu1a£ibnsvthét for every new éar sold;.the 

car dealership will generate approximately | $5

sales.
\

&

~ ASSEMBLYMAN TODD

Mr, Lehman, you mentioned

Wwith the prospect of

Mr. Chairman, |thy

retail sales.

slightly‘over

>u have your

forth and so‘dn,

ion.
ve at the
average used-

220 in gfoSs

ough you:

this unine-

>qorp®rated tax that your ratio is now'apprcxinately 35 to 1

incorporated--
MR, LEHMAN:

ASSEMELYMAN TODD:

burdens or objections or problems that‘arCSe}odt’of incorpor-

J

I would say that would be fairly safe.

" What, if I may ask, were the

ation and is it really a problem to the remaining 1 out of

35 that is not incorporated to do so?

MR. LEHMAN: You

~ ASSEMBLYMAN TODDj

this have some very practﬂbal diéadvantages‘in
: \ : . -

1

6

mean under this gros

' Is this philosop

s receipts =
hical or does

the automobile

(s



dealership field?

MR. LEHMAN: If I undéerstand your question
correctly, are you asking me the éffect of this tax
as opposed to Chapter 517

ASSEMBLYMAN TODD:  Yes,

MR, LEHMAN: In all c;a_ndor»p I believe that the
average dealership in the Stété‘taxwise, méheywiseb this
year will probaﬁly be no‘wbrse\off than they were under
the provisions of Chépter‘Sl;‘uh1QSS‘there was some hankxf
panky some place in the locélcOmmunity where the Chapter 51
provisions were not enfOrcedICOfreCtlyg But I thinkp gentle-
men, there is a very important péiht to be made here. When
we first heard of the Committee's suggestions, it started
off as a turnover tax and this turnover tax was to be, as
I understand it, one-quarter of one pervcenta By the timgi
the legislation was introduced in the Legislature, this had
become a gross receipts taxbahd the suggested rate was one-
tenth of one per cent. By the time the legislation cleared
its Committée, there was a little bit of rapid arithmetic
and the rate was decreased toione—tWentieth of one per cent.
I believe they took an extra two cents and put it on cigarettes
at that time and used about one cent of that to make up some
of these revenues and the other cent for, quite frankly, I
don't know what. But, gentlemen, I ask you to consider
that as easily as it could drop from one-quarter to one=tenth

17
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|
|
|
|
[

to one-twentieth, it couid also rise fromﬂoneftwentieth'to
. ‘ } : o R

one-tenth to onequarter;:_Wg hqvevfigureégfbln 1966 we

. |
’ : ‘ s . | . .
conducted surveys among our Association membership, comparing
- cc : | o Ve C

pre-thapter Slvto chapter 51 to the new pﬁoposals and»ourA
average member réaily didn't understand the nvepropoéais very
‘weil; but»we have documentative proof thatwprém5;‘tq chapter 51=
the average dealership“s}taxes'were raised;three ﬁo four times
what they were. Otherwise, under chapter %l they were three
; _ :
to four times as'high asﬂpre-chapter 51. Fhisbis because of

R 4 : ! . . / . .
the inventory that the average dealer has to maintain to
_ f Saee > : ‘

sétisfy the public. .So_#f you are asking#e he effect of
this gross reééipts taxﬁgthey are just abo#t §siwell off - or
whichever way you Wantité look at it -»aé Lhe# were before
but they afe scared to.déathvthat with thefinéreased pressures

v . J ‘
of government, this one éiscrimihatory tax& egpeciallyvon’

|
. ' : !
this industry, can balloon fast.
| S
|

ASSEMBLYMAN‘TODﬁ: Mr. Lehman, your organization

. : | ) . . .
is aware that this retail tax involves revenue somewhere
L et Ba ; 1L

; [
around four million dollQrs,

|
J
MR. LEHMAN: Y@s, sir. }

ASSEMBLYMAN TODD: It is not a big tax as far as

| .
total revenue ofvthe:Staté and what impact it has so far as

|

the budget is concerned%;hnd I gather in talk%ng to many of
| : | o+ : A

’ . | ) :
you members that the prime objection is.not so much the dollars
‘ | ' :
“but to the tax structure and the fact that this is the roof

18
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on a series Qf layers that affect your dealers and there
is also the specter of increasing the rateg:which I gather
from your statement wouid'be*thé most severe hardship. Do
you have any‘suggestioné,if rhis tax were to be repealed
‘of how the State might make'ub theifour million dollar
anticipated loss, of whichvypﬁrrgrdupis‘the largest
contributor? | - |

MR, LEﬁ&AN: Quitevfranklyo sir, at this point

I doh“ta We have studied-this problém and we have talked
about it in our various committees and trustees’ meetings
but our primary objection, I believey is to the fact thaé:
we just plain thinkvit'iS‘just a discriminatory tax~uponw
rhe retailing industry that was put oh at the same time |
this sales tax was levied, About‘tﬁe only agreement we

can get out of our people is that we are reélly not in

the taxing business; This is a solution for government,

a solution for rhe legislature,vfor this committee, and

we would rather come in With our ideas after we know what -
is proposed and try to come up with an equitablebsolution
to all parties involved rather ﬁhah put oursel&es in the
position of suggesting anything‘ét this point. I really
don't know. |

ASSEMBLYMAN TODD: = That is the purpose of these

hearings. We have a proposal innrhe,form of 54:11 (a), (b),
and (c) that creates a problem. I have ho other questions.

19



‘SENATOR‘ITALIANOEw.‘M

r.-‘Chairman,’ through you: -

Mr. Lehman, I»thought'Ifunderstoodfyou to isay somewhere

: ih»your statement something about the’fact“that*the.gross'

receipts tax is nbt only unfair but is not needed. Is

that correct?
MR. LEHMAN: = Yes.

SENATOR ITALIANC

explanation of its unfairness.

- suggestion as to‘why'it is not needed.

I think you went|into a detailed

I don't think|I caught any

*MR. LEHMAN:  Well, this raises a/very good question

and I understand there is another bill also

that the legis-

lature might consider to help correct this problem but it is

my understanding that. thisg package was sUpposed'tovgenerate

|

X number of million‘doila&s and the purpose

legislation in the,first place was solely to

of million dollars.

“every day, or let's say c#eéping'ianAtiohp
o ]

of passing this

raise X number

Unfortunately the dollar is devaluating

and I believe

‘that the tax returns - otherwise the obligation of the

legislature is to save th?-municipalities harmless for X

.humber of dollars and I b?lieve that when you get your

returns in from these taxesp you will find that there is

a substantlal overrun IJ fact, I belleve that by the time

that the legislationrwas éven.passed'into law, they were

shooting for $102,000;OOO‘rather’£han ninetyéséven'and‘a half,

or this was the proposed intake.

20
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supposed to bringwln X numherfof:dollars;:'The;informationr
that I have already is that the madhlne and equlpment tax
has already generated four orbflvevmllllon dollars 1n excess'
and Ivbelieveithe»SenatOr:madefsomelstatementsmpreylousnt03
myself that‘mould7indicatehe?wQu;dﬁknowhmore;than.IVWouldm

|  SENATOR ITALIANo-ll infotﬂeriwords;‘summinggitvup::

you would be saylng that thf

;inaomeyfrbmfall,thenotherv

taxes would make thls tax unnecessary’

MR LEHMANr ~.Gompletely'Unnecessary,fesPeciallY-;‘
in v1ew of the fact it 1s only supposed to generate four
_mllllon dollarsw.

ASSEMBLYMAN TODD-': Through you, Mro Chalrman.i_-

This is not a questlon' 1t 1s a statement that I just

think maybe we ought to clear up some thlnklng.. I don t

thlnk you w1ll flnd that thlS leglslature thls year-nk

that any tax 1s unnecessary, and that any overruns or,'w

'changes in phllosophy for 1mp051ng taxes, I"thlnk we are

falrly safe to say are looked at very greedlly by the

budget people to be applled to other areas where certaln
leaks and bandsalds andfplugs are neededeto help 1t;balanee,.»
so. that itlrealiy;is amattéripffconsidérationfthat,We sre’
not Q or at»leasth‘m;not.%%tﬁ;nhih§3éédmueh:instermSVOf.
initial intent‘offthe:legiSlatlondto‘ralseéxadollars‘to,seryel,
Y:needs,,butnprimarilyfrom’the:érohlemsioreatedihyfthé:df

'gllf
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i |
|

|

method 1n admlnlstratlon ‘and” the’ structure‘of ‘the taxes"
themselveso°A % |

MR. LEHMAN: I‘couldn 't 'agree more with you
personally and I’ thlnk tnat thls is the most meortant

]

advantage that this commlttee has over what was the

previous way of-doing it, I understand'the=erpoSe of
\
|
this Committee was to study the over=-all 1mpa¢t and, beforeg

it appeared like somebody was trying to generate X number

\
of dollars to serve a certain need.
' o
- ASSEMBLYMAN DeKORTE: © Mr. Chairman, through

you: Suppose there were}an examination made and'this
\
four mllllon dollars was‘essentlal for one| purpose or

another in the State's eoonomy and supPoSe the rate of
| ' ' :

\ v ' .
taxation on the corpérate income tax or corporate franchise
|

. | . . .
tax were adjusted to'reCOyer-that four'million dollars in
. _ L | ‘
lieu of this gross receipts tax, what would the position
‘ .
|

of your As5001atlon be on:such an 1ncrement 1n the corporate

income tax to compensate %or thevloss'of this~four”million?
L

MR, LEHMAN: Well sir, I have already made the

statement that as much as\anybody hates taées,'at least

!
f

the corporate-income tax is based upon ability to pay and
: \
| | .
I belleve, even with' another minor- adjustment in that, Heaven
( ‘
forbid, you would still. be within the relatxnship‘of“the
| l ‘

31ster states and I believe this ‘is an 1mportant consideration

|
also.,
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a

what my

members

at this
written
to have

so that

.ASS,‘EMBLYMAN D‘eKOR"fE-:"" I think your anisweE was
question was designedﬁtd‘eliéitg-{u' | -

SENATOR KAY:  Afé-ﬁhéréﬁany,other;qUeStions by '

of the Committeé?' ($b-quéstioné)i

Thank you( Mr.;Lehmaﬁ,
‘ASSEMBLYMAN“TODD;\i{Mr° Qﬁairhah;:a‘quick request
poihto.-Angonéfg#ofiéfééiﬁé'éqiﬁéstifyvand has a
statémeﬁt; onld,iﬁ.be-pos;ibigm'if-théré are copies,
them distributed‘#b3the.QQmmittée before they began
we can.ﬁsé‘thém fbr-notes2g |

SENATOR KAY: * %Yés,,I'wduld;éék tha£-those of you

who have a Written'stateménﬁ‘aﬁdﬂﬁave dopiésgof.it,'if'

they would be given to’thé'Committee before you begin'your

reading

and, as

‘of the statement. It doés ine.us a little advantage

the Assemblymanvmentioned; an oppOrtuhity to perhaps

make notes thereon,

Before I call the next witness, and I want to

apologize to this‘indiVidual,f‘I did_have him down as Number 1,

but unfortunately by-passed it; but leE,me_sayfthis: .As‘far,‘

as questions by members of'ﬁhe7Cqmmittee,'dﬁd_I.know-I'can

‘speak for the entire‘Committee,.théfefis‘no intent or desire

to embarrass anyone; we are purely seéking information. = If

we seem to pry into your'&fguménié,aalitfle'bit,,We.h0pe you

will Dbear with:us‘because,vagain;‘ihere~arewCommittee-members-

who are not present and the more complete the record is, the -

23
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|
I

better treatment}jlet“s}sayy the entirefSubject*matter can

receive from all,membersm

: Mr;_H@»RuSéellﬁBrown;'
ASSEMBLymAﬁZTODDQ_

up, Mra Chairman, I would likéfﬁo‘introduée
Fekety who is,é‘mémbérfof this Assembly Tax

H. RUSSELL BROWN:

of the: Committee.

While Mr. Brown-

is coming -
Assemblyman

Committee.

Mr, Chaifman

“and members of the.Senate-and‘Assembly Taxation Committees,

Iﬂam‘H.“Russell'BrOWn,fATsistantfSecretarymAssistantsTreasurer

of CF&I Steel CorpOrationa' I am appearing

Chairman of the'Néw}Jersey Manufacturers A

mittee on Taxation, Our

Committee has been

here today as

ssociation Com=

actively

involved since 1958 in the long struggle:of New Jersey

. : N
businesses to eliminate 1

property. We are, theref

to the legislature concerning the business

package now under review.

ocal taxes on businessg personal

ore, happy to present our views.

‘tax reform

"The new State taxes on business personal

property, unincorporated

receipts must be evaluate

their individual merits~#ndias‘paft of an

of business»taxesadppteg.beCause it appeared

businesses, and r

d both in accorda:

nce

etail gross

with

over-all package

to be better

than otherbavailablevaltqrnativesy partidulérly better than

|
4

the controversial 3ystem

|
|

124

of local levies that

preceded it.

]



As a system of £axation, this:program‘is“the*prodUCt
'Qf a long struggle to eliminate the inequitigs and
compefitive disadvantéges'buil£ into'the”system“éfb
Jlocai levies on‘buéineés pérSonal‘propertyw

| It would bé'iméoséible to assess the worth -
orlfaifﬁess bf ahy of the specific £axes under con= -
sideration without’looking to their origin and history
and'examining their place in the étate”s total mixk
of business taxes.

In the appehdix to this statement, you will
find a synopsis of the legislative ahd judiCiél
events that ied tobNew Jersey“é'degisibn to abolish
local taxation of busines§ persoﬁal property.

" Prior to 1956; whether and'to'what exteht
business»peféonél:property was”taxéd varied'gréatly
from one muniéipality«to thé-nextq_' Some municia‘
palities entirély»ignofed peernal property whiié
others assessed it at far greater than net book‘valuew

The court decision in Switzvva Middlétown;TOWn—

ship, rehdered invl956, had the effect of requiring éséess~

'~ ment of peréonal property ét iOQ§ of mérket véluewbﬁt gavé_

the Legislature the optioﬁ of setting forthVSOme'othér"

uniform method of perSon%l prdperty taxationov‘ |
Legislative studieé ﬁhatvfoilowed maderit clear that

an attempt to assess business personél“pr0per£y at lOO% of

25
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- _ 2l
| AR ,
market value would discourage -industrial expansion in this
i ' :
. i : N ‘
State. o S P LT L

New Jersey's three immediate neighbors - New -York,
_ : e !
i |

‘Pennsylvania and Delawaré,f had long since eliminated local

| i

taxation of tangible pergonal,property‘useb in business.

: | . ! :
- | _ |

Other states were cOnteleating_such action.

| |
: | o
Now, leaving'thg context of:what.;’have here, I
o |
. ‘ L R o
would like you to remember that Pennsylvania, | New York and
|

ry and equipment.

Delaware do not tax'ihveﬂtories or machine
: ‘ i
. : | o |
: | . - | :
Over the years this is one of the things thatlI"ve been

. | .
| [—
talking a lot about, saying New Jersey shqé1d|get,settledw
_ ! _ !
It-was,also‘cleat that no assesso%, Aowever well

' !
trained, could reasonably be expected to a%ceﬁtain_the

. |
market value of thousands of different items Af specialized
. | |
|

: | ' \ :
machinery, equipment and inventory, varying widely in age,
i |
condition and degree of obsolescence. '

In the face of these facts, the Legis

| lature sought

. . : ‘ . |

to establish a system of county-wide assesshenF
: i : ' r ‘

| |

to require the’valuation‘¢f business person

uniformity,

I | ‘

: | » |

"book value, and to mandate the uniform asSebsmEnt of business
g _ i .
|

: , ‘ . : . '
personal property at a percentage of the commohflevel of assess=

o
: ! \

. , |
ment in each municipality. The legislation}in#orporating'
. . ‘ o | -
1

! P#blic Laws of

these provisions beéame_kﬁown as ‘Chapter 51
1960,

|

. \

I . |
I -

. . o

i

|

continued to thrive after its.passage!l Year a tervyEari

26
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.Doubts and fearsthat preceded the passage of Chapter 51
_ e ] _ _

|

r
1
|
|

‘ 3
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municipalities,expfesééavféar #hat tﬁéHhew uniforgitwiou;d
draSticélly:feduceiocallﬁropeffy té%ifévéﬁueaA;Qntth¢> :
other héndv busiheSSésbvoicéd Cbncerﬁ‘ﬁhaféhapté;;gl'wggxd‘.‘
greatly inéreaéé lOcal'leQies‘oﬁmaChiﬁeyy 'a‘ndiequiprn"enté

iIn L963,‘after:é seriéé of bgstpongﬁehts 6f'Chapter
51, the Leéislaturévreqﬁifed Fhe‘filingvbf'bUSineésinfbrmatibh
retufns‘setting féfththe ne£~bobk vaiue.of inventofyﬂv
machinefy and eqﬁipment‘fOr use'ink bﬁsinéss in‘each.taxing
district. Tabulation and énal&sis Qf‘theSe reﬁurns.confifmed
the fears of béth municipalities and’businessésf The State
Tax Division report on the 1963 informationalfﬁeturns‘indiéated
that the impact of Chapter Sibon individual companies, munici-
palities'and counties woﬁld véry greatly. Assessments would
rise in 377 muhiéipali£ies énd would decrease in 190;, Parti-
cularly shocking was the‘diéélosure thé£ manufaétﬁrersa
pefsonal property asseésments would increase an,avefage of -
33.7% aé a'reSult of the unfavdrable £fea£ment of maéhiheryl
andrequi.pm'ent‘unc-'ier»Chapter75l_° | |

.To prevent the radicai shifts in‘property'tax burden
fbreseen'thfough fhe 1963 business informétional»returnsp the
Legislature édopted an interiﬁ plén to provide time for
devising a more‘permanent solutibﬁ to.the Statefs:personal
‘property tax probleﬁs;v Thé iﬁterim plah,permitted the uniform
asSessméht procedures of Chapter 51~tb.take:§ffectg droppéd_
the percentage ét wﬁich machinery'and‘equipmgnt would be

27
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|

S oo

assessedy and related assessed value to net Took value@
: J , -

l
It also. requ1red annual flling of reports‘d1sclos1ng the
\ _
nhet book value of taxable bUSlneSS personalty in each

P A .
mun1c1pallty The most 1mportant feature of ,he interim

plan was its temporary'preservation of nonuniformity in
I ! ’

.business‘personalty;taxation through the:use‘}f a separate
. ‘ , _

business personalty tax rateo :This sebarate‘%ax rate
became effective in a majority of mun1c1palities.1n 1965

and had the effect of preventlng a tax Shlft to homeowners
while avoiding any great;lncrease in bus1ness personal

property taxes.
|

The interim plan}gained time for a thorough review

of alternative methods of business taxation. |The Governor

appointed a.Committee on iocal,Property-Taxation to propose
1 ‘

alternatives to New JerseY”s then current systlem of business

taxation. As a result of the long and difficult history of

|
|

Chapter 51, the Governor"s Committee decided early in their

dellberations that there was no acceptable\or equitable method

s l
for the local assessment and taxatlon of pemsonal property,

‘and I want to accentuate the word “local "
|

f

;Th Committee set
about devising and debating alternative propra s of business

| .

0

taxation that would raise | approx;mately $100 million in

\
replacement revenue ‘
. |

{
f
/
r
f
r
f

A replacement tax subcommittee, on which I served
r - 1 ) '

, l :
. | ;
‘as Chairman, ‘was glven the task of des1gn1ng a | replacement

‘ .
|
|
J
|
|

|

(28
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package. We deéided early that any replaéémenﬁ tax would
have to be a measure of a busineésH profifability or of

the volume of business'déﬁeg We decided alSO-thaf the over-
all package of taxes recommended shduld strike a balance
between various types of business‘activityo We recognized
the fact that some businesses choosettoiinéorp0£atev others
do not. Some businesses involve basically the pqrchase éﬁd
resale of inventory, while others involve primarily pro-
duction through the use of machinery and equipment.

The first recommendation of the Gerrnor?s Committee
propqsed four taxes to raise revenue sufficient to replace
all local taxes on business personal property (except those
of telephone and telegfaéh coﬁpanigs)sn And I think here
again I'1l1l leave the contex£ of my Statement»here, because
it was a great surprise to many of usito find that the telephone
company pays about twehty‘million dollars personal property
taxes and, as we went along in our deliberatiohs) we finally
reached the point where we said you're going to continue to
pay the twenty million dollars and it was fiﬁally decided
we would keep it out of the package that was going to be
prepared and that the twenty million dollars would continue
to be paid locally. So we were talking aboutbtwenty million
out bf a hundredvmillione  And, incidentally -~ it isn't in
what I have here - the probleﬁ' that‘we fécedrover%the;years
was the unfortunate fact that personal property tax was
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|
increasing each year about ten million dollaﬁs a year, so
S

the longer we put of £ do;ng somethlng about rt the problem

|

of replacement was belng‘COmpoundedo o
- : |

A 1-1/4% 1ncrease in the corporate wet income tax

was balanced agalnst a l/lO of 17 tax on the gross recelpts
: \

l
of unlncorporated bu51neeses0 A state tax‘on\machlnery and

. : \
equipment was balanced against a tax on invenFory purchases
. - \
for resale (known as the turnover tax) at thearate of 1/20
: : \ :
of 1% of purchase price. Substantial oppobit#on to the

\

turnover tax resulted in?dropping it. from theireplacement
_ C
package. In place of the turnover tax, the Committee

proposed a 1/10 of 1% tax on the gross receipﬁs from retail

] \
S ‘ : ; |
store sales (again, an indirect replacement for the inventory
‘ ‘ \
i . ‘ |
tax). Since the retail store sales tax would have replaced

only $8 million of the $33 million turnover tax revenue,
|
, ‘ o

the Committee proposed hiking the corporation‘tax by an

additional 1/4 of 1%. The proposed unlncorporated business

tax was raised to 1/4 of 1%. | 2
: . | |
The Governor's Committee recommend@tions were sub-
R : |
mitted to the Legislature in this revised formL Continued
i [
'pressure again caused amendment of the tax package. This
‘ \
time the retail store sales rate was cut to 1/20 of 1%. Part
, ‘ ‘ \
of the increase in cigarette taxes was subsritﬁted for the

'$4 million lost in this adjuétment. |

We are now faced with the inevitable reassessment
: : : I
_ e 6 |
of the replacement package. Before evaluatlng\each new or
, 1 T ;
. . . . ‘ ‘ \
revised tax, it is important that we recall the chaos, the

~ | \
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nonuniformity, the urncertainty, and the resulting damage

to our business climate that occurred under the various

phases of local taxation éfﬁbusihessvEﬁrépnélwétépéfﬁy in

New Jersey. We were once held up’asfa’bédzggémplefbyJ*f“

competing industrial states. I am pleased to report that

our recent reforms have been given widespread and favorable

‘mention. We have been cited as an excellent example of

property tax reform by the Advisory Commission on Inter-

governmental Relationsfinvtheir:r¢p¢rt'on StgteéLocairTax-

ation and Industrial LQcation; That was in'April?bfll967;

And more»receﬁt, the January 1968 edition"df’the New England

Business Review stated: "A*fatéreaghing tax reform in New
Jersey may be expected to substantially improve the State's

tax image.*** Several other states in the northeast would

‘be well advised to heed the good example." -

While readtion outside the State has demonstrated
the favorable impact of'the’réfbfm“Packégé on New Jéréej's
business climate, it cannot SerVé as a VindiCatidh of each

specific tax. We, therefore, wish tovreview separatély eéch

' of the three taxes that are‘the_Sgbj9cts of this hearing.

Firét{ Stgte Persénél Prépéfty Tax. Thé.sfate .
Personal Properﬁy Tax isvbééiéali§ a:t§x on maéhiheﬁ§ and
equipmeht;- Inveﬂﬁories:afé.exémpﬁ; fOf_the fbﬁf'basicflevies
ﬁsedvtoifé?lace,ldéalttaxésjonbuéinééé'péfébhéiiﬁfopefty,
the State Personal PereftYiTa25aléhé fails £§ méashfé éitﬁer

;3}1 :



the volume of busines$ don¢“qr the ?rofitabllity.of'the
business taxed._ It.isba“begﬁéﬁvtax than ﬁhe local levy i;
replaces becaﬁse‘it‘ishuhifo#m in botﬂ'fo?m andadministra—
‘tion and is both stable aﬁa‘rgasénablé in\rate. Yet, quite
frankly, it’became part ééuthe replacemen# paékage primarily
because its re&enue was heededﬁd permit ;eplacemenf. -Frbm
the standpoint of Néwaefsey“s coﬁpetitioﬁ-with neighboring
states for a subéﬁantialtshare»of‘inaustrfal growth, this tax
Should be eliminated‘wheﬁ énd if such a f@rthér reforﬁ becomes
possible.
Unincorporated Eusiness Téx; The unincorporated

business tax certainly has become the most controversial of

B ‘ .

the three new taxes incorporated in the 1966 package. Prior
to 1966, New Jersey had chosen not to impoée any distinctly
. o I .

separate tax on unincorporated businesses; nevertheless,

@

|

similar businesses, someﬁincorporated and %ome unincorporated,

continued to compete with each other withi# the State. It
, T y _

was the opinion of the deernor“s Committe% on Local Property

Taxation that unincorporated businesses, sﬁaring the benefits
: . - ‘
_ - N

- of New Jersey's economy and being beneficiaries of local
- ‘ ‘ i

'

business personalty tax replacement, should provide part of
_ | _ |
the necessary replacement revenue. 5

Two basic approaéhes are availablé for the taxation
of an unincorporated business. The State could’ tax net
income, as New York does,ﬁor gross income,ias Connecticut

does. The Governor's Committee proposed a gross income tax

32 |
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primarily because gross inCOme‘appéared to be a simple
figure-for the_takpayer;(and,the;tax'agditog}épqiéscerpain.

The low_rate-of thiSvtaxLﬁbeinq $2,50;pe;f$lLCOO ofVgrqss;

appeared to be far less burdensome te the average unincor-

porated business than the local property taX'whiCh_it

~replaced.

While the gross receipts apprbachfmeasQreS‘the
value of business done and is simplevto'handlevforvbO#h

taXpayer and administrator, it‘certainly»ddes'nqtftefleqt,”

the profitability‘of;gfbusinessf. Invthat'respépt;iﬁ.is

similar to*thé Stéte personai‘pfopéfgy’tax,“thefcérporaté
net worth tax, aﬁd a host of?étﬁeristate taXQS whi¢h éré%not»
tied to net incoﬁe. | |

|  vWe.urgeqthis'Committee tQus£udyvthexéltérhative,

methods of taxing unincorpératedvbusineSSes,_particularly_

 the use of a net income base., Your committee should also
determine the net income tax rate necessary to produce

revenue comparable to’the!$26vmillién that‘the¢3tate’>

expécts to derive from the pteseht”tax. ~Wévfurther_l
recoﬁmend‘that‘tﬁe;éresent unincorpofated-bugine§s taX,be
pefmittéd to take effect ﬁntil such,én éltérﬁatiye:ﬁax beéomes
law. | | |

RetailﬁGroés'Réceipts Tax.: The gré$é feceipts_tax
on retail storévsales~is apﬁréximétéiy a tenth_of the:Si;ej
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|
o SRR I : |
of the 1nventory tax 1t helped to replace I

treat competltors equally because 1t is- appll

sales, contalns a $150 OBO exemptlon and - bear
; .
(1/20 of 17) rate.f Whlle it 1s equltableiln
}admlnlstratlve and-ccﬁpllance costs1nvol%ed
tak must be welghed'carerullv‘agalnst 1ts:pro
was orlglnally expected to ralse $4 mlllldn
4 |

t tends to -
ed'to_grOSS*‘
s;a‘lOWw;

chcept,vthef-

in such a small

ceeds.'nThevtax

Initial col-

lectlons under thls tax,lfrom the March 15|flling,jhave'been

| dlsapp01nt1ng. We urge that the flrst year s

experience .

'under ‘this tax be used as a gulde 1n deterhlningfwhether the

il_retall-grossfreceiptsftax is?really warth‘retaining;‘

P i . I.‘

In summary, ‘we urge that the tax: reférm.program be

permltted to take effect'and that the flrst ye
|

”,;be carefully evaluated as a bas1s for'determlr

_ s _ A

changes, 1f any, are, desﬂrable. ‘ RE
|

I have an appendlx here whlch I hope

: r
you w1ll take tlme to read but I w1ll not,go

' - . '
[See page 93 A for appendlx) ,._, :

SENATOR KAY°

. |-
o '
'members of the Commlttee have -any quest10ns°

Thank you, Mr, Brown;

hlng whatf‘

sometime

through it.

Do any'

Jhr.‘mddq?

ASSEMBLYMAN TODD%-'Mr' Chairman,;ﬂhrchgh;you;;qn%the

"unlncorporated bus1ness tax, Mr. Brown, you no

| » :
net 1ncome tax mlght be an alternat1ve.~'l'per
had's;ngularly diScouraging résults in?trYihg*

te‘that_a
sonally have

tolébtain

g‘information from~thetBureau of ‘the Budget of the State

{
i
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|
!
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.

Division afrTaxatibn on realigniththis ta§>da aﬁ.ihédme,
basis. I wonder if your Asaaciatioﬁfﬁaaaaawaiéataa’aa».
this as to whatbsort éf affata‘thisrﬁiéhtbigpoaé;iQﬂétﬁét
this is more or lass difficult to‘adﬁinistét'thaa the‘
present replacemént”tax, and whatiyour.tecaﬁmendatioaaiwaﬁld
be along theae lihes. |

MR. BROWN: Well, so faf asvthe fe&eﬂues‘that it .
would produce - of course, it would depend on thé:rate _
I think.quite hohestly thia Qas an areavwheretthe Statéw
didn't have nearly as much’infofmatién-as it did on macﬁihery
and equipment'andinvéntory,aand;thus the aotéorate‘tax,ﬁ'Ybu
see, in the fasttWe'had a cérporatibh incame‘tax.and when
anyone wahted tO‘fiéure out how much moreait wouldtﬁrodﬁééf

all you had to do was multiply. - Now in the'casé:of uninéor-

porated businesses, they are not filing income taxareturhsu

with the State and a lot of this had to be in‘thé‘conﬁecture

area. As far as adminiStration; and in our committee hearings -

it! s too bad that some of you - by ‘the way, we had representa- :
tives from both the Senate and Assembly on our Commlttee and

we met nearly a year on this prdblem. We had several accoun-

tants, and I am talking about independent accountantsffrom-

the State CPA oréanization and others, and in our deliberations'

we talked a great deal abéut flrst the problem of flllng

and the ease with which, at least a company that had to flle
the unincorporated business tax returns. could determlne thelr

35



gross reoeipts.‘ and thi

In’turn, an auditor,
, . L S
the state level - and, as you mlght guess, we

sentatlves constantly - Mr Kingsley, Mr

and others, and talking about the adminlstrat

Glazer,

ion of it,

s wouldbbe from

had repre-
MriQGoldbergvi

,and

unless you have an audlt the problem of keeplng the taxpayer

honest is greatly multlplled
fact, bus1ness,encourages it to see that evJ
share.

T ‘ 2
" So that auditing on a gross receipts J
: . o . : |
|

more simple task than auditing on a net in

So we should have audit;

in

ryone pays their
asis is a much

|come basis.

I'm sorry to have skirted your answer but the truth
< NS |

‘ , | -
is that no one knows the total net income of
, R \

: o oo S |
businesses and for that reason they would hav

‘rate and then adjust 1t 1n the future.

ASSEMBBLYMAN TODD- Through you,| Mr.,
. |

i

=)

-

rnincorporated

to impose a

Chairman:

Would it be pos31ble to obtain this information from the

federal tax returns on some of these unincorporated entities?

MR. BROWN:  Well, I think after the

1list - by the way, when this law went in,

State gets a

| RUTIT
they suddenlyhad .

- the problem of getting ailistvof all the unincorporated

‘ . i
businesses and they mailed out thousands and t

|

returns.
of Taxation has all the nanes of‘these organiz
filed as‘unincorporated‘businesses, I think t
some possibility to do itl The internal éévén
and‘some‘of the States -‘I knowithey exchange-

36 - \ N
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housands of

the Division
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here might:be
ue.Department
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]

I am'not"familiar'with‘the basiSVOnAwhiCh'they do itxi»Ifm

‘:afrald that- thlS is’ an area that had we attempted to tax

‘1ncome, we wouldn t have been able to prOJect the tax revenues_

nearly'aé‘well as we'could'on grOSS‘receipts;- However, in>

" all of these cases, untii'We gét paet"theﬂfinal.filing;and

_ the tabulation, we're not in a very good positionito;make

banY'Changesa~ T “’ o ., . *f‘v: o

'hSSEMBLYMAN‘FEKETfiz Through you, ‘Mr. Chalrman."h
Mr. Brown, ‘all too often do we hear that the corporatlon h
business taxbis’in angOd"competitiVe.Posdtion with other
states, thieé'?ndfthreé-Quértersyubutfdéh!tWéfQVef190kh?h
that there are other oorboratevtaxesiinVolued?e

MR, BROWN: Well, I didhttxask'youfto ask me

‘that questlon but that is one that I m happy to tackle

We have in New Jersey‘a corporatlon 1ncome tax~ we also
have a-net worth tax;" Now,the net_worth_tax doeen't
receive anYWhere‘nearftheTPUbiicityhthat.theéborporation‘
income tak does,yyeththe over;ailieffect’in the étate_of
New Jersey is that thé‘statétéorboration tax is somewhére‘-.

it's a little over fiVevand'towards‘five and a half per.cent,

“so that when you cOmparefthe éorporation income~taxﬂWith

New York and Pennsylvanla - and I must admlt that over the

2years:I‘ve been'saylng;;"Let's talk about New York and

‘Pennsylvania; let's not talk.aboutheVada'and_their gambling

oL

taxes or how they get»taxee:down'in°TeXas. We're comﬁeting5
with these industrial etates here in the East.",VSo that

37



‘“i“let s not forget that the blg s1ngle revenue f

1
l

: , B S ;
1~the flve and a half per cent that we have appr

"1n New Jersey is not the same as Pennsylvanla

J
Now I read that New York and Pennsylvanla are
. : o , |
'1ncrea31ng their corporatlon taxes because the

[ i

raise more. taxes. When I\say we have a favora

1
.\’

OXimétélYF
and,New:York;
talkingaabouta
the_éot-to .
blettax climnte,d

or the State

: L T ' f
of New Jersey, partlcularly the munlclpalltles,band it is

. 5 ‘ ) . o
_ r S
the munlclpalltles,yls,the real;estatevtax,uand‘the real.

T e A oo ]
- estate taxes in New Jersey in. proportion -are Vv
R L E 17 : R

ery high,

SRR SRS o o IR P RRTAA
“We are a property tax state and always have been, and the
S e e Y R ] SRR

' only real;Change_that hasgbeenlmadejawayifrom

the?sales tax.

N : ‘ . ‘

1n an advantageous pos1tlon,
. (1

" were holdlng back and as they go ahead w1th th

‘ yearSIWas,'of course; So - when

it“s bedause’the

901ng to look a llttle better.;

' A
I thlnk changes w1ll have

But, 1n turn,
.needs more revenues,

J So thls thlng of‘talklng about a corp

foftthree'and three—quarters per.cent.e I_w1sh

. : 3 o _
_a tag on lt and say that Few Jersey has about
: half per, cent I thlnk I~m a llttle blt hlgh

ﬁhatfin recent

I say we are

other states

at,,we“re
wheanew3JerSey_
to be-made.f

oratlon rate Lo

a five and‘ax

on that but

o _ ' /|
a 1t"s somewhere between f1ve and flve and ‘a ha
! ’ i \ : : \'.
»'ASSEMBLYMANfTODD& Throughyou, Mr. ﬁ

te

_Would;you”c

' Brown you noted that overrldlng our tax cllma
. . . ( .

that we are a property tax state.
» L

on the assets and llabllltles of that statemer

|

[ f
138
|
|
\
|

1?2

£

halrman° Mr.v
e 1s the fact
are toscomment,r'

~ -

we_could‘hang 1ﬁffwt




think that's a good thing? Do you think we should change
that?

MR, BROWN: Well, we're‘undoubtedly not going to
change it because I just read this, as well as know from =
my own company's experience - as we put in a salés tax we
all thought that property taxes were going to go down in
1967 and it did not take effect. I think as we are having
more spending programs that we are not going to changé from
a property tax state. Whether we like it or not, I think
it's here to stay. The additional revenues, the big revenue
raisers - the four million dollars we talked about in gross
receipts is really a small thing as compared to what some
of the other taxes can raise, The other big broad-based
tax, which is an unpleasant word, is a personal income tax.
I am not advocating that but many other states have it.

These are things that I think have to be developed in
an over-all tax program. This time that we worked on this
package which ended up as four taxes waé reaily a gigantic
effort, gathering first statistics for a number of years
and then trying to come up with an equitable prbgram, and
I hope that the first year will give us some good reasons
to maybe have some reform. In turn, I think New Jersey
needs to look at the over-all taxes. There are rates of
taxation in New Jersey which are less than neighboring states.

ASSEMBLYMAN TODD: Through you, Mr. Chairman: If
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aE
Ihcan“purSue this’revision'structure'juSt afll
’more.: Mr. Brown, I have had a great deal of c

A I
[

‘jpersonally - I don‘t know‘about the rest of th
'Afthe Commlttee:— concernlng a type of tax known

’”value tax."» Would you care to comment on thlS
MR BROWN I should know the answer

- I'm sorry I don t, If I Fnew anythlng about 1

ttle blt
orrespondence
e memberS”ofnﬂ

as'an."addedb

t,*Ifwbuldjne”

'lv_.

happy to comment, but I cén“t

]

ASSEMBLYMAN TODD.(

nan, may I glve thls to Mr; BroWnrandiask himfi
rlghtfnowt;wbut for’Hﬁ

‘.#justblooh ltiover,evnot

With your permiss

£ he might

S comments?

SENATOR KAY: _YFS)’surer;'i' o
'ASSEMBLYMAN&DeKORTEz

|

your pos1tlon that 1n teﬂms of. our bu51ness ci

: er; Brown, Tpreclatlng

lmate we

should compare ourselves‘WIth Pennsylvanla an New York,»

X

‘,do you have any 1deathow many other states ot

fiPennsylvanla and New Ybrk, whlch I know do no

i

‘I‘bu31ness personal propertya R T S
‘~;JMR BROWNo' I have an: assoclate her1

',iknoW‘the;answer. Bob? ,wv'

er: than

do tax

whowmight

MR, ROBERT WOODFORD: It would be difficult to

' give the exact figure because we don’t have one but the

_situatien I think is such that there are only

‘three or four

jstates thatltotallyfexempt“buSinessfpersonallpropertyftax.

|
b

'IConnectlcut recently exempted manufacturers“ inventory and

ﬂI notlce that Governor Chafee of Rhode Island

is now -

ion, Mr. Chair- -~

B §



requesting the repeél of manufacturers?vinvehtory and
I believe his érogram actuﬂlyﬁis:broaderf Certain states
have taken the percentage at which business personal property
is assessed in their localities and.are roLling»back-thaﬁ
percentage over a period of years."Marylaﬁd is today éonéider-
ing a very wide-spread and rather broad program of.locél
personal property reform. Many of them are iooking to New
Jersey, in fact, as an eXample, but of those étates that
totally exempted it, We just happen to be surrounded by those
stateé, and they happen to be our area com?etitors. I don't
have the exact figures of'all the states doing it;

MR. BROWN: By the way, we can get this for yéﬁ,
I think Mr. Kingsley in the Tax Division has it. A number
of years ago, the trend in the taxing of—pérsonal property
was going uphill and in the last half a dozeh years it is
starting back downhill from taxing personal property,'and~
you gentlemen have found and are going te find in the future
that replacement is very tough. In Colorado they are
phasing out their personal property tax;act over a ten?year
period, and Oregon is deing it over a npmber of years.
California is one of the highest taxing states for just
everything under the sun, including taxing perSonal‘property
but they are finding, because of the pressure, particularly
manufacturing, which creates a lot of‘jobs,thaﬁ_these states
are seeking’taxable companies te come in and one of the
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o
Tl Goads oyt 0 T Lt | ; S 2
_encouragements is to get rid of some of the personal
:property tax.*=" %
ASSEMBLYMAN DeKORTEo : Well,»followi g this up, = -

whlle the reform package of last year dld ofjcourse;

1 : i
4

ellmlnate the 1nventory taxatlon, 1t could noa

be said,

R could it, that the 1967 package constltuted aMroll-backtinﬁ"

New Jersey as to the taxaflon of bus1ness per onal property°'

| L , S

There 1s nothlng 1n that law that suggests thvt we are‘ '
@‘progress1ng toward the polnt of ellmlnatlng t
L R . g ‘ Z,' ;‘_ . . Ae
- bus1ness personal properﬂy.

xatlon on .

lv really,a replacement;agaﬂnst buéiﬁésé{ iItéweq

R LI ' Ve b e T T
'_buSiness‘toﬁbuslness;‘”Now*whenfweihave repla
;ééaééniés wefehbénafi£edfana's§@éWege}haf;,
| érci,-'fegsiémi’ people were probably a;arf-t’* because

MR, BROWN: Well,ofcourse,actuallythisis
t from""”
ement, some

|In fact, the

they WErenét”

-fpaylng as much personal property tax 1n the past as: perhaps ;'

'fn.they should have been, because of therlneqult ble methods
'of taxatlon, so I can“t say that we dld much Pn taxatlon ’
'mof personal property, s1nce all we dld was Shlft 1t from '

o ETTTEES e RS

:fohe3busineSS.taxpayer to«another“
SR . BT TR S T P S T
J_ ASSEMBLYMAN DeKORTEe" And”frem~éne»typeroffbusiness‘”

1 :
L

property to another type of bu51ness properﬂy; :
' °.MRLYBROWN 'r Thatos rlght So we had‘the;problem
L i | S e }
“of - when we flrst talked about replacement we were&supposed

‘3to raise $90 mllllon. Dprlng our dellberatlons, ‘the- personal

T E

»property‘tax had ralsed\another ten mllllon in the State.g”

ERES
J -‘42
5 |
|




N@w‘on this hearing here today, there is n@thing,ih here

that Ivthink'haé come up aboﬁﬁ‘Subétitﬁiing 1967. :Néw">
maybe I'm in tendef territory but;.as'ybu are_talkihg'ébéUt
‘including 1967,'in'ouf_Committeé delibergtibns Wheané first
started, we‘said we'll take the highest year, 1‘96_41015 '65,
aﬁd then toward the end of our deliberations, the Legislature
includéd in the tax package and'l think with good wisdom ’
1966. Now since the tax didn't take effect until 1968, 1967
is pretty fair game and I think I have been told ﬁhat td
include 1967 would take abduﬁ‘five and a‘half‘million dollars -
to put that in, to include it in the "save‘harmleSS" for

the muncipalities.

In my personal oPinion ~‘I w@n't talk for the
Association but only for myself - I think it's aireal gééd
idea if five and a half million dollars is available. If
theéé over-runs.produce an extra fiVe and a half_million;jl'

t hink it's é reél goOd idea to put that in but you also need
to have the money to do it.

ASSEMBLYMAN FEKETY: Senatér; I héve a question:

Mr. Brown, there is a bill in, which calls‘for‘a tax
convention to review the over-ali‘tax probiems of the State
and make réCommendations. Do you feel tha£ a tax convention,
in light of the history of the work that hasvbeeh done.already,
is-necessarY? o i |
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E ‘ I
MR, ‘ BROWN: y»I_must admit I am not t
with this.
"

I don' t thlnk 1t would huﬁt anythlng

how much money 1s 1nvolved or how much tlme.

I just;

“that 1f they have one I would find myself 1nvo
| I
Job to'do 1t.,

_ really a pretty tough If they%

cenventlen, yeu can count‘on our commltee supp
Wbrklng_w1th ;t 1n_1ts emtlrety.
‘ S 3
it has pfoducedmin,cher-%tatesF‘
‘ Mr; Bfewh,'as the-ﬁrime
the Assembly versien of the tax cenventlen bll
; : |

ASSEMBLYMAN\CRANE;

‘be delighted to haveéyou;?n”our Convention.
?-The}e are certain times

‘ :
Today 1s the day.

MR,_BROWN°
‘have stayed home.

SENAEOR,KAXs Assemblyman Todd°

ASSEMBLYMAN TODD: thr
Brown, you are not on tender ground talking ab

Mr._Chairman;'

see quite aafewxpeeble he#e that_are»geihééto
]

I would like to ask you,

AR |

some additional legislation that has been prop
o o = T B ' S

later on in detail.

give you the hillhhumherm#ecause it-hasn“tggot
A'tying this;return dollarto a municipalityﬂto;

_ BN RO R T
'relationShip of»bueimess:?ersqnal<preperty te
- assesSmemt rather than aléoliar figure in any
1h discuselng this, .

your committee, think in t
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_I know there hastbeen astaXTCQQV9n1

I really de

oo familiar

tlonfprOposed:

don' t know

gt haveva:huheh

lved , and it's
haﬁe a tax
brtlng and

n't know what

sponsor of

};.we;wogld

when I should

eugh’yeu:’ Mr.

out 1967Lv_I
bfing it up
in view of
osed - I can't
one yette'
a:pefcentage
a'total. |
9ivenvyéar: did

erms of




'?'percentage° I am-vefyfeoﬁééfﬁédiwitﬁ'aﬁy,féfmulafaf,y
leglslatlon that flxes thlngs‘to a dollar amount because
lyou just put everybody at a dlsadvantage except the State.;;
'Now-tha; s,not such abbad;th;ngpln some cases,but I happen
to think”thatiin‘mostscases ltfis;y Dld you study thls on a
,percentage bas1s or evaluate 1t on any type of slldlngu
'dformula‘ that would.take a developlng mun1c1palltyb- 1n
ther words, glve them a contlnued 1ncent1ve to attract and
build-ratables?;y o . - .
this subject;, The onlynreasonbthatpmeVuSed[a:dollartvalue}d'
return was because that 1ntormat10n wasureadlly avallable.;'
:Now some muncrpalltles have- just honestly done aaterb;ble_
job over the years in tax1ng personal property,f‘liguessmtz
Athere are some of them that hardly dld anythlng'at all hln_'l”
'turn, the larger c1t1es in partlcular had to use: 1t as a- d
revenuefproduclné*tax,‘so in tylng 1t 1nto the amount of
money ralsed 1n prlor yearsllt at least saved them harmless,
it dld notldo_the,other thlng,lbecause_as.revenues a?ésd~-'
’needed_locally to1balance the.budget,;you'nollbnge?vcanpw
'plck up some of it from buslness personalty.,bYou{then haye‘
: to go 1nto the area.locally and 1t S real estate taxes l»l‘.

'-would thlnk that thlS mlght be one of the thlngs that would

‘need change,;that tylng 1t 1n the dollar amount in. the past .J*"

“is not the answer. It was the best thlng we could do at

the time. R
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As an examplé;:yQuﬂmay Have some muni
R R 1 R S '
whe'have’attracted great industrial growth, wh

cipalities

o didn“t

have any in the past and new they wouldn t be | qettlng any-.

’thlng from the State level) ST thlnk our ;de
*as it produced more revenue on'the'state”leVel

vpresented some epportunlty to send money back:

;munlclpalltles 1n another manner. We'talked'a

it but:we could never haWesagreed,.I'm'sure,'e

of distripution other tHan "save'harmless.ﬁ?.“’

o SENATOR KAYs’ Assemblyman DeKorte
AT N | ‘ !

ASSEMBLYMAN DeKORTE° ~ On this same s
\

~5Brown, wouldn“t the prlmary objectlen of a bus

.to a 1ocal levy: that is, | the dlscr;mlnatony'e

. | NS R S o
one tewn assesses_and-another deesn't or they

o ' S : A
- different grades, would that not be eliminated

staté-administered assessment and collection p

. : i
‘ . 0- o i

though the revenue_went back to the municipali

Ll o l - e
'MR@ BROWNs: I thﬁnk'it might. I was
L

‘.J;advecate - I hope one of Fhe leading advocate% of dOlng it on

’a state level rather than‘locally, ‘and thls is

ol ‘ i
on“local assessors, Taxation on'machlnery‘and

particular is a veﬁY;difficult thing for a loc

"do so that Sendingfit back‘te”the»municipalitv

.the amount collected - tne problem about that

a was
, it has' 3
to the"

lot about

n a method

ubﬁect, Mr.
1ness community
Jlement where )
assess at
nearly by a
rogram, e?en'
tydultimately?

a leading

no reflectlon
equipment ln
al"assessor'tov
ffbased-sn'

gets around

to the replacement padkage, whlch was in the area of -
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= cerﬁorafie'n:?i'nc'efﬁe- taxand i-"thin“i{ theProblemlnthe i
leglslature of determlnlng how much was gelng te go back
to the local mun1c1pallty would be Very dlfflcult :féuf"'
could send back the tax that was- ralsed by machlnery and
'Fequlpment and you mlght by gress recelpts, but I thlnk 1t
'y would be a very dlfflcult thlng to work out d01ng 1t onr
‘corperatlon 1ncone:taxesdor;unlncerporated.buslnesses,“;75*
ASSEMBLYMAN DEKORTE?” ' I make reference solely
to the bus1ness persenal property taxvand what I am trylng
te ascertaln really was whether your Cemmlttee was prlmarlly
motlyated‘by,anfendeavor:to%ellmlnate-d;scrlmlnat;on5asl“£
between municipalities or whether it was primarily motivited
. by:anrendeaver.tbtbrodueefreyenuebfervstatefuse, b
e  MR. BROWN: Well unfortunately, we ‘rhed"i’te",cei""?gider.
'_1t both waysdbecause we.had to get baek a hundred mllilen‘f'
' dollars. I thlnk I sald here that the bus1ness-personaltyl
A O R |
(Address1ng Mr. Wbodford)} What?is that’businessrdr o
personalty supposed to produce,‘Bobvfh | '- |
. SENATOR KAY- : At thlS p01nt Mr- Brown :may I éet |

'thls gentleman s name 1nto the record7 :

MR BROWN ‘Hls'name,ls,Robert‘Wbodfordﬁ't

What was the bu51ness personalty supposed to preduce?‘f?"

MRQQWQODEORD: It wasvexPected togproduce*$28@5'“'
- million dollars, I understand. It is running above that.
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I have no idea to what extent it is running above.

MR, BRQWN:EL So;ycu could;determine,ﬁ%ry easily '
haw much ‘of. $28.5 fnil'liér‘l or $'35,‘r’nill'i‘on,v wha} ever is pro-'
duced- by the munlclpalltg because the D1v1s1cn of Taxatlon
| { :So you'ceuld Sendw |

'could do that very eas1ly it back 1nf

5that method but. then you would ‘have to get th balance of the ,

’ pmoney;torsend back-to the\local munlclpalltyﬁrom.these

'othervtaxes.' I thlnk it's somethlng to look ﬂnto."We
| , R
| o .

- really dldn t ever dlscuss it,

I

\
“ASSEMBLYMANJDeKORTE" I den't want 40 press you
l

‘7®n:that, The p01nt I’m trylng to pin down‘ls whether the

,mctiVation‘hereywas ta eliminate 1nequ1t1es_;n admlnlstratlon—
or raise revenue for state purpeses. . | ‘«
‘MR, BROWNéff It}wasvnot to raise,revenue for state

: purposes at all because all of this went back topiocal

mun1c1pallt1es.: I thlnk\lt was mostly to get away fromy

'fthe'inequities and‘to get uniformity, ;Bylthe way,’whenl

- you asked me the“questiqn,of hew-to get money back to the
PR ‘ | : , .

. ’ P ) - Lo
‘municipalities, this might be one of the methods.of dalngp

Lo

) fit,kof taxing on.the bus%ness‘personalty'and sending_it_

”‘back to the municipality_thatit ches.frem;‘_

' ‘ASSEMBLYMAN DeKORTEit,Having the State administer

_ L o = Y -
 the assessment and the collection and return|it to the

© municipality? . . SRR A

- MR. BROWN:  That's right.
- 48
|

|
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SENATOR KAY: Thank v‘,you‘,'- Does anyone _élse have
any questigns? | |
‘ASSEMBLYMAN FEKETY : Yes.  Mr. Brown,_arE~you»-
talking about.the same-p:inciple we'uge on grosé‘receipts,
on the public utilities, the electric and light - 2. .
MR. BROWN: = Well, I‘ll'spéak personally now. I
am agdnst the‘presént method of-retqrning money to munici-
palities from the_public utilities tax because those plantsv
sefve;an area_far in excess-of that.  1In thé case of machinery
and equipment théy are used in a local area and there might
be some benefits. I think this would be a little better |
method, & substantially better method, tﬁan that used-inﬁ
thevretﬁrn of the public utilities‘tax.to'thefmunicipalipies.
SEEATOR_KAY;, Any other questiOné'erﬁ the Coﬁmittee?
Thank you Very.much,ZMrQ’Brown:
Senatoerumont had asked to'make-a statement,agﬂ;his'
hearing and he is involved in the heérings in the'Aséembly .
Chamber and has a few moments free‘from that hearing,VS6 I
will afford him the privi;ege of Speaking at this time.
A,SENATOR_WAYNE DUMONT, JR.:  Thank you very much,
Mr. Chairman and>members of the Senate and Assembly Taxation
Committees. I'm sorryrllcan“t be with you as a member of
the Senate Committeé>th£s morning, buﬁbwe areﬂinvo1ved in
the other house, as y@u pointed out, with the CrimevCommission@
Really all :I' want to do is to put in a plug for -
one of my own bills, Senate No. 281, which would¥add’l967 és
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B
\

" a base year SO that the munlclpalltles would h

_of four years rather thanthree, to which they

ave a choice

are presehtly

rllmlted for relmbursement of the personal property taxes .

,'whlch of course,,were ellmlnated at the local
S ‘
'-December 31lst midnight, 1967

: Now3Senate281vwould coét,’adcordihéf
ﬁote'whieh is‘attached7tbvthevbill; reughly‘fi
‘miliien§d011ars,‘beéause;;pproximately cne'huh
‘or one hundred.and fifty'&uniCipalities'weuld,

-

hable tO'uSe'that as their‘base.year, gain‘fina
: . ] , |
-by hav1ng to restrlct themselves to a ch01ce ﬂ
- or 1966. ,f | rf'5'- s
N I . . B l

Slnce the - purpose of the new personal

level as of

to the fiscal

‘Lé and a half

dred and ten
by being
nCially-

£ l964 1965

bout any of

lfés,fand I'might,add thatrI'am not_veryvhappy a
S R S L L
. them, is to reimbursé municipalities for lbssf

of taxes

that have either been eliminated entirely at the local level

or have'béen7shiftedtfromhthe_municipal tejthe

state level

nce 1967 was

 of government, is to replace that loss)'anﬁ"si

* the last calendar year during which locallﬁun%
T o : SRR R |
had available inventory taxes and machine and|

~taxes‘1o¢allyr'then it wauld'seem to me it is

cipalities
equipment

only fair

" that 1967 should be used as a base year by way of option,

|

Newhthe reasen,‘bf;course, that the bill has not =

I I

- e T I T I el il o] o
_moved 1s/because[wevare'in such tough f1nanc1al straits

‘not sure untﬂ.the ApJ
. o ‘

| /
IR

cat the mdneﬁ:that we are

roprlatlens

property tax-

([



Committees have gotten farther | alongw:L th revi'ew‘i_‘ng e

jGoVernor’s budget messageﬁjust Whatycan be'afforded,"butid

I think it's of considerable importance that m;mi’cipaiiifaég :

'regarn to the largest poss1ble degree what was taken awaya

from them by the.change in the personai property tax structure.‘

j'And therefore, I am hopeful very s1ncerely that Senate Blllb

v28l w111 pass both houses 1n the nar future and that 1967

mull become,iw1th the s1gnature of the Governor, a pos51ble

option for'the‘municrpalities as'a base,year;jv " |
..vSome;guestion‘arosefa ﬁament'agé”abbﬁﬁuﬁhé'gmaﬁﬁﬁs;

of money that these new‘taxes are procu01ng.‘ Lessfthenjgﬁ

week ago I spoke to the Dlrector of the DlVlSlon of Taxatlon:-”

who 1ndlcated that, on the ba51s of the returns whlch they

got on February lSth, on thez/shlftlng of the machlnery and.

equlpment tax from the mun1C1pal to the state‘level, 1t had N

been anticipatedgthat $30 mllllon would:be derlved from”that

‘soﬁfcé of'fevenﬁé.' They expected an overrlde of»posslbly |

$lO mllllon, whlch would take that perhaps up ‘to $40 mllllon

‘On the retall stores gross recelpts tax, the:returns for | |

whlch were mandatorlly.requlred ‘no later than March 15 1t

appears that that w1ll fall below the antlclpated revenue

7of $4 mllllon and mlght only produce two ‘and a half mllllon.ffj'

-The ant1c1patlon:for’the unlncorporated-busrness_grossg

x'receipts tax‘is'szs miiiion,jfThose'returnsﬁare;aue,on'ﬂ_

.Aprii 15th and_the‘anticipation on'the corporate}netfincome’
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tax
They
will
That
that

over

law and 1967 is usable as:abbase year.

|
}
‘ ! ,
increase from 1-3/4 to 3-1/4 per cent is ?31 million.

. Rt o . ;
also are due, the bulk of them since.mos? of them

be on a calendar year basis, on April lSt# as well.
: ] |

‘ U e -
total would be $91 million and it is anticipated

the pay-out by:way of reimbursement may run a little

$100 million, particularly if Senate Bill| 281 becomes

Whether the amount of revenue quite matches what

has to be paid out or not, I still feel the municipalities,

simply as a matter of fair play, should be entitled to

use 1967 as a base year to increase the options to four

years instead of three.

That's all I have to say. Thankvyou very much,

gentlemen., If you have any queétions, I'1l be glad to

answer them. Thanks very much for this opportunity.

have

five

with

SENATOR KAY: Does any member of the Committee

any questions of Senator Dumont? (No.que@tions)
| .
T _ ] .
We will take a five-minute break and, when I say
minutes, it will be fivé, and we will then go on

\
the hearing,
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(After recess)
SENATOR KAY: - In the interest of moving as

cuickly as possible, I will call on Mr. Charles Bertini.-

CHARL E S AVkB E ﬁ T.I N'I;..Sehator and membersrof,ﬁhe
Joint Taxation Committee, my name is Chafles,Bertini and I am
testifying‘today inimy capaéity éé>Vice-President of the New
Jersey State‘Bar Associatipn; |

The Néw Jersey'State;Bar ASSociation haé»caﬁegori—
cally stated its oppoéition>td'tﬁé'thhéorporéted busiﬁess
gross receipté fax.whidh was enaéted as paft'of a tag packagg
in June of 1956; | B | |

Simply gtated; ifﬁis our'positibn thé%.tﬁié is
a verv lneguitable anﬁ administratiQely ﬁnWorkable form of ; 
taxation. vThis tax zhould be remqved before it becémeé |
enshrined in the thiﬁking éf our taxbraiSing.aﬁthorities
as an untouchable soufce of revenué.: |

Atvthe réqueé£ of'the Mediéal Séciety'bbeew
Jersey, the New Jersey ASSOCiaﬁion of Real Estate Boards,‘
the New Jersey Council of Cénsultiﬁg Engineers;bﬁhe New
Jersey Optometric Assoéiation, the New Jersey Pharmaceutical
Association, the New Serséy SOCieﬁy of Architects;‘the New
Jersey Society df Professional Enginéers, the‘Néw jersey
State Bar AsSociationg‘aﬁd>£hg Society.bf the New.Jérsey
Chiropractors, Dr. Salomqn J. Flink, Préféssorlof Buéiﬁess
Administrétionvahd graddéte of the Busihegs Adminisfration
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School ovautgers,‘The'State University; has prepared a.. .

.yreport;» I w1ll not- elaborate

on the material which he has

complled but I offer the report 1n ev1dence =le} thatvitfmay'be‘

vreferred byrepresentat}yes o
theyvspeak;> ” :;i.
/H0wever,nlymish
vDr. Flink's major;bolnts;‘h

’thls tax 1gnores the ablllty

results in unjustlflable dlfferences in tax burdens on groups

w1th1n'the;same bus1ness;or-professi0n.

to pay.ijr;

f thoSe_other organ;zations.When

to call your attentlon to some of

First, he 1rrefutably proves hhat

Fllnk says 1t also

l

He,goes cn_to‘shoW-

how it discriminatesﬂaqainstjthe selfeemployediindiVidua17as

fagainSt'thevembloyed‘person.

'_it-oftenlplaces a_heavier-tax

N

:busineSsrthan it‘does on a corporatlon.

May .remlnd you

gentlemen,

bus1ness is the backbone of cur‘cultures

| perfection which uSuallyMresu
»should'be'encouraged not dis

In many areas of

couraged.

In'addition,;he 1llustratesthW"

burden on the self-operated

:

A
that}the'small

o L
,The T
a

lts from 1nd1v1d 1 3nterprise

i

the economy 1t w1ll be almost

1mposs1ble to achleve full collectlon of thlS tax without'

1ncurr1ng tremendous admlnlst
'To~even begin.to be workable,

Etrativerregulations,*lltigatl

tax which will invite evasion.

The tax isaaerelatlvely small one at the»present .

54

on, and 1nterpretatlon;

ratlve expense for enforcement.»

I
L | P -
R P Lo
1tiw1ll requlre‘bndless'adminis-
R v ,

;t is a
,; '
|

fttivity andb'a

[
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timé, al#hbugh~it Wili@be~subs#antial,for those bwsinessés whiéh

OPerafeFWith a higﬁ‘g£035 forﬂgoods and éervicés;éndfaé |

relativélyuloW~matgin of-prbfit;on,ﬁhose receipts,.~it is hot

difficult tovprediqtaﬁhat ifutnis,ﬁax remains on tﬁé bgoks

it will increase,;thus magniinngAits”OwnjshOrtﬁqmings,
There are's§me,whd‘feéi'that this.aCt-will be

improvéd if the tax is-iimitedvto_net ?rofité;* If you decide

on this course,vthé issue then.beéomes whetherlor.nqt New Jersey

is to have an inéome tax._ It,is'igcgn¢¢ivabie that you.wbﬁld

enact én income ﬁaX Whi¢h>would app1y'opiy to Self-emPlOYed.fé

persons or persons doing business in an unincorporated form .

o . . ' o e
and not tax the incomes of the remainder of the population. °°

p
]

 Professor Flink has asked us to advise you that™

o

since he could not»be-presenﬁ today’due.to‘his pérticipatioﬁi
in the Middlg States,éssociéti¢ﬁ EVaLUatiqn‘df the‘Intef-
American Univeréityiiﬁ’Puerto Rico, he will ﬁake,himself
' availablé,to meetgwiﬁh:yoﬁffCommittee ét‘aﬁy given‘time ffom~ﬁ
April 8th”through Aprii l9th'f6r,purp§sé§;§f fﬁfthér dis-
cussion. | } | |

»The New Jersey StatelBar Association hés'not taken
any positionxdn p§ssible alternaﬁéAférms of taxation. 'We’ao,,r
however, at this timeiwish to;gall,?ogr>attention to;tﬁe
finherent bad féaturés;of the%unindgrpqrated business gross
recéiptsvtax and ask that it be;répeaied:immediatéiy.

. With me_ﬁoday;ape'two gentlemeh:who are very
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familiar withiallvfacetsiof»the‘uhintorpor&tedfbuéiness-»

gross receipts tax.

On my right is MT.:Aardn'LaSSér of:Né
Jersey. Aaron was chairﬁanfdf'a*sPecial committeé

taxation section which ihitiélly investigatedjthis

taxation and reported baqk uﬁ

enactment.

Qn»Mri‘LaSSér}sfright»is'Hérqidedvbl

Jersey City.”«MrriRuvoldt”is«

_ActiOHQCommittee'and has§been

educate proféssionalsfanQ'Qtﬁer‘unihcorpbrated'bus

to the exadt natufé'of ﬁﬁis]i
:Bdtﬁ of‘thé%e g
will;bé’mbstrfapPY:to atéemp£
'ébili£y'any quéstionS'which y
Thank you.
SENATOR:KAygf'Tﬁ
any membé£ df the Commit#ee:h
B | ,;ASSEMBLYMAN TODD
 you.> | N
Mr. BertiQiL 1 ?
philosophically but»I ééf£aih
incoﬁgeivable"tha£~we'mi?ht c
to a net or abilityfﬁoipgyor

a gross receiptS'basisiijI th

favorably on it prior

co-chairman of our Le

active in our effort

aW 0 C
ntlémen}have:indicétﬁ
to answer to the bes

ou may wish to put to

ank you, Mr. Bertini.
. : ' . “"

‘Mr. Chairman, if I

|

ly don't think it's '

s}

hange the unincory

ave any questions? |

Wark,'Néw
ofi our
!fbrm~of
to its
gislative

s to

d that they
t of their

them,

-~ Does

bn' t wénﬁ to_aréuéiwith'YOuv}
't all

oorated tax
‘xan‘incémé“baéié rathér thanv

ink, in view of ‘the present -

dt, Jr., of

inesses as -

_mayvthrough.

W
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'problems~we:héveﬁbéiéﬁéiﬁgfgﬁé7ﬁﬁa§é£:aﬁd:ééékiﬁééééQéhﬁéé”*wﬂ
- for the programs that are forthcomlng‘fer the State,rwe w1ll
seek revenues from any tax source.avallabIe to us“

| I realize that changing’this.from a qraésatsyafﬁé£°
1nvolves the phllosophlcal and constltutlonal 1dea that thls 1s:‘
now a state 1neome tax andllt w1Il hetset np onvthat ba51s
ButhI thinh there 1s_anvoverrIdInéjanslderatlon that-thegf'
‘ unincerperateaihusiness éﬁfiﬁieéqu*££éfsta£é'§réf'ﬁdyé51§rgé"
degree,;not Contrihnting péihapaﬁéﬁeiéwshafé"asr{héy migﬁﬁijAéf
it'srnbt a éﬁestien:?fatﬁieast‘inHHaninéhit?is.nEtﬁafqﬁestion;“

of Whether they should be taxed or whether they should not be

-taxed _1t s just merely a questlon of how is . the most ;ﬂf‘

'equltable method of d01ng 1t.

' I know that certaln profe351onal groups_have been'"

veryfaéamently and v001ferousIY»opp09ed_tq thrs-partrcula;_
'taxias‘it stands:.andivas féﬁféé'tﬁéfgaf”éssaéi5£ionifétéaﬁ+.:‘“
_eerned I wender if ion would care to comnent en the rullng
out of Mr Klngsley s offlce, I‘belleve 1tIsaspec1al rullné,‘
No. é, concernlng the tax and how 1t modlfles 1ts appllcatlen %
»-to your partlcular‘érefessIonal-greutvand whether that‘s
‘been any help to you.; ‘ | |

o ‘MR, BERTINI "."I't;:'ha';, and I would 111§e to> ask
Mr. Lasser, I thlnk to explaln that SR |

o MR LASSER-L It has been ef some‘helpwbecanse

it has CIeared-uPys?Veral_areasvin;which theré;was some’ -
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jgreatiuneertaintyl» Andfthe'

’and the manner in.WhiChmﬁheyf“

burden on the lawyers.vﬁb

Now; the entlre

»/set:up, but 1t mlght be that
‘””bit;f Now there seems to be
Senator; you expressed rt.so
'fshouldn't we stand our burde

'is,»We"do 1awyers, doctors

o.ap01nt out that we pay the New Jersey sales taxes,

ﬁlncome;taxes,-wenpay’t'ivﬁed

l:munlclpal taxes on real prop
‘.taxes,pthe federal estate ta
'automoblle taxes, and all th

l,and the 11ke.

Now thls tax 1s unreasonable 1nsofar

fSo we stand our share of the taxes

levying of the tax on

should be set forth,

the 1mpres51on, andfi

mewhat but very well

n of taxatlon

eral'lncome:taxesy’wT

erty, we pay the

matters as the expenses for court costs and other

tax is a burden, the

and profess1onalrmen.-

e'other‘taxes arclgarette,

such -

things,

was a L

way it is

taXingeon the‘net.wculd hetp»avv"
' thihrf."
ﬁha#jwh?f_ff
. Andffh¢~éﬁswéf7

we;pay the'e'

;payhthe

statejinheritance

Lxes, the gasollne taxes, =

litiuor .

as lawyers

and professronal'men are360ncerned_becauseAltvdoes-notftake.x

1nto cons1derat10n the net returnfj

only the gross.

‘Itytakesfinto.conSideration,

And levylnq onhthe?grOSS'mayiieaye a pf

profes51onal man or’ one of the people 1ncluded:forsthis’tax’

w1thout any profit for hlmself or he may evenmbe

*'contr;bute toward.lt..{'

I p01nt out to

known that the cost of malntainingfthe overhead of-law:offices ﬂf

. }-
P

you_thatfl_thinkpithis:COmmonlyd‘

compelled to -




i

used to bevdhé;thifdﬂidfid”éf”45%};%Bdéy”iﬁas?ﬁééféftso%a~»

Now when you také the overhead out ‘and ‘the income tax, the

:fedefalbihcome;faX:£hét‘Ehé”ﬁfaéﬁiEioher*mﬁé£ PéY;”£hére!sﬁ’"

Very'littie left fdr‘himvﬁhat wOuldfencqurageiﬁim’tQ ééntinue 
bécause‘tﬁé“ﬁdsf'he9é>aoing-iéipaying’£axés;f??:

 Now T know you may raise some questions about it
aﬁd want some exact f,i'gﬁfes-e T -am"'fnbﬁ'" prepared to give "y'oﬁ -
the’exaCt fi§uréS¥bﬁt;I'¢aﬁ:fﬁrﬁish‘them té’&odiif’Youfsoix,
desire. | | | R '

 ASSEMBLYMAN TODD: T would like those as a matter

e
Fey .

of infbfmétibn; 

MR, BERTiNIg:'Thé ruiihg;*hd@e&éfi"dées“aid'fh;ﬁs
problem'ali;overybthé thié’iﬁcdr§OrdﬁéévPrbbiémf:notISniyffD£ -'
the laWyer; eVen.tﬁe smaii busihésémah.'_i £ﬁiﬁthhéfidéé§5f;*

I

removingfcefﬁaiﬁxbbviquly{fém§vabiéitémSaffbﬁ'£heiiﬁpéd£ffwu
of the'£ax is a7g§ba°§néf%andvWeﬁthink thaﬁ’waéfa-goddfideéfj'75“
. FASSEMBLYMANETODDE‘{Mr) Chaifﬁén;?6ﬂefﬁére whi1é o
Iﬁm stili:dn the“air;h | » s
-*»wé”héard testimanyesrlierfthé£ tHe;éffectfof“£his~
tax in cértaiﬁ othérﬂbusiﬁéSSésiwas*fo'féfdé‘fhévinébr§0r5£ioh 
of many‘uninCOrpoféted éhﬁitieé,vl | = |
| h.*‘ﬁhdt'problems>WQﬁ1é}facthhe.pfbféséidhai ﬁan iﬂ":
making,the éame choicg? | | |
| ':‘MR;%BEﬁTIﬁI:f*Wéii,7MffiRquiatYWiiiiﬁfobablY'

answer that.
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~attorneys,

'MR. RUVOLDT:
Some..

‘are not free to. ir

. I-IoW’eVe r,

the marglnal bus1nessman,

prlor to the hearlng today we were dlscuss1ng|th

K problem.

In addltlon, ydu have the hlgh cost
I thlnk the cru01al

' 1ncorporat1ng or remal 1ng 1

~operates,the,lQCal'candy“sto

Our offlce happens

small marglnal bus1nessmen,

.o

'Ofsa'yearpw;ll;exceed5$§00 O

. indi'_v.'idual ff'Wii:l “be,l les sé | thar

the small man who,r

_Well fundamentally you have,_

as many lawyers d

a 01garettelshop whose recelpts 1

00 yet the net i

profes31onal men,i

ncorporate under the

regormclgarette_store,_

first, .
spec1flcally

rules of the

problem;_yv}v_.

problem in fac1ng the:question of
n‘anvunlncorporatedwrormpis'for

Lo
for

example,
‘ - and -

is Very"'

to:represent aﬁanber of these

:>.ff;;_j' And to .t_ak:e N
nﬁtheycourseuif.;

néoine' to the '

¥ 51x or seven thousand dollars...‘

"This tax places an exceptlonal burden upon hlm and the cost

~ of turn;ng around:to;QHCOrporatefls;praotlcal

The'necessary'paper*woﬁk incumbentfupon'thesl

“and. the cost of malntarnlng

ASSEMBLYMAN 'I‘OIZ

all of thls 1s re

D} It sounds llk

are d01ng pretty well because of thls tax.

Bar;

also.

.SENATOR.KAY: 'z

I object to that staten

SENATOR ITALIAI

\S;Cha¥rman and a
nentw

o: /I disagree wi

o oe0

1y prohibitory,"
alfyfburdensome.
efﬂneflawyers

member;ofbthe>

th{thatlstatement




(g

L]

existing taxation;fthe néttand'gross,=et¢.'fThisﬁis;avf

v'poss1ble alternatlve.

7s1mllar to the corporate tax 1s much more equltable and solves

.personally and not for the State Bar,:whlch the Commlttee fﬁ

ASSEMBLYMAN TODD~: Being surroundéd by lawyers, =

I thlnk I probably fumbled

SENATOR KAY-' YesfiA,éémhi§méh5cfané

' ASSEMBLYMAN CRANE~: With respect to the objectlon
to the tax, would it be more acceptable phllosophlcally,'lf fo -

not f1nanc1ally, 1f thlS Leglslature were to enact a tax on’

‘unincorporatéd’businesseS»51mllarfto»the corporatlon tax;ﬁ*” o

| This might eventually cost more moneybutlt mlght be. «considered

to be,fairer‘becauseithat, of course,'takes 1nto account fffav'

MR RUVOLDT-i ésﬂfarwas°alternatiée*tax;*é“téﬁ'iiﬂf:‘

g

many of the problems faced by unlncorporated bu81nesses .ff“ﬂpf

However, theré are-othér.avenues:ofrtaXatlon, agaln speaklng“

mlght well conslder.- Taxes wh1ch w1ll tax profess1ons and

businessés'éapAfatély, dependihg’upOnv—vthere”has been dis—j'"“‘"

cussion of semé So-cilled - and I know many of my brethers <~

disagree with me = soecalled'licensing tax;*certain'taXes'f

Wthh w1ll apply to the 1nd1v1dual 1n hlS profes51onal

capaC1ty as a professf‘nal rather than a corporate 1ncome tax ’

or a tax’ in the fashlon of a corporate 1ncome tax.pf*v”

: Many of the dlfflcultles whlch we' face w1th

thls tax would of course, 1n the small bu31ness espec1ally'-a¢;ﬂp




‘“r:ncomeitax,-

u,would be cured by a tax 1n the nature of a net or a corporate

'".However,

- feasible'alternatiVesjwhich;

”'Commlttee con51der.n “{

»Zf,

ASSEMBLYMAN CRA

;1lcenslng should be awmethodgof
fI th;nk 1f~We'aregg01nghto~t

strlctly about a tax and'not a llcense.”:hc's,_ﬂ

tax,.

}that,amount.of revenuegthat
SRR s T e e e

| indépehdéﬁtffOfﬁioffiéxétion-

' ftofprofessionSgand_Iftﬂink:J

szyou-are?primariIYxconcerned

;”revenue and you may well use
-well—meanlng regulatory sta1
problensserlatum you mlght j

and reach a very workable solutlon.,;_'

ASSEMBLYMAN DE

~in the profe351on, Iyam.rat

which yOu think lawYers nee

i MR RUVOLDT

. regulatlon w1th respect to

that ‘same fashlo

QWQJQQ~

NE:

]Well

iytogbéwr¢9@latéd

.Notyonly 1awye?3ﬁ

e

alk

I suggest to

the unlncorporated bus1ness tax, we' re n

would necessarlly

I thlnk 1n thl

"fagulatory leglslat

t may well be av

- ute S.i : :and' rathe . v t
Jevable*to’conSide
KORTE-vi‘Mr}

her,curlous as to

about*revenue‘

Chall

nvof tax.ijy_;ytj*f

Well to my way

(=2

h

h

T
i

- we have a great co
e

B‘thls_aS;a'vehlcle;t

ha

r

rm

,wh

lat

ff_62"

I

‘WEB‘

you

5tf

on

*

t

believe there are other much more

lﬁpersonally‘preferjto1see*the

of thlnklng,

control not of ra1s1ng revenue.

‘should‘talk-

that th1s
Lalklng about
ave to'beyan‘,
state particalarly
withhrespect
1c1e}becausel_
ncernswith f_

© a4d on many
nhconsidér:thesea
hem together
aﬁ;éé.aybrbther‘:
éfaa?eé i#
s

y non-lawyers




| of any help to thlS partlcular commlttee s job the present job

it would be almost too long to do.' Itlmay be that we w1ll f%’

S is very serlously needed 1n thls State.

ASSEMBLYMAN APY-' M. Bertlnl, I would be veryl'l.f.‘

, curious:‘- I xuas a llttle dlsapp01nted really that thls 1s]f]f
essentlally a negatlve presentatlon here today And one of'lydl

’your members has 1ndlcated that he has personal v1ewsaas_to howf.

we may use other forms of taxatlon to meet our flnan01al needs.

I am wonderlng 1£.theﬂBar AssoC1at1onh'as_such;'has ayprOgram o

to propose'torus‘whlchiyou.couldﬂlethusfhaveﬁand;.ifitheif‘

Bar5ASsociatioanoesTnOt, when_wé-can;anticipatejtheirvhelp'

v1n propos1ng such a program? c_ﬂ{l

MR BERTINI?' We do not have such a program 1n

fekistence'at‘the time.r I would say that by the tlme we could

get a commlttee 1n operatlon to make thls klnd of a study to?bef' |

-----

cons1der app01nt1ng a commlttee to be 1nformed on the bj>7

addltlonal revenues that can be rafsed should the government o
need'it and what formsuof taxatlon should be better applledr
to have a lesser 1mpact.upon ourveconomyv;“that may be a good»:
1dea to have such‘a study.commltteebbutrwe do”not havebone‘> |
at thls tlme and 1f we-app01nt one now I doubtdthat.they would
be able to accompllsh anythlng 1n tlme to help thls commlttee’

ASSEMBLYMAN APY°- Well what I m dr1v1ng at 1s,

you pointed_out along w1th some others, some perhaps valld

Ishortcomings; I would hope that the Bar Assoc1atlon would come‘;:f



_ ‘ : _
forward w1th spe01f1c alternate proposals because most_people

that.we've talked to have acknowledged that we ve got financial'

problems in the State and we are looklng for ways to solve them.¢

MR.'RUVOLDT: P ofessor Fllnk, who did thls study,

in that»very subject;‘

i
\
|
r
\ - :
unfortunately is presently ih Puerto Rico, 1s1engaged rlght now
a
|

: ASSEMBLYMAN APYl For the Bar Association?

R SR
MR, RUVOLDT- For a11 the associations‘onfwhose

| behalf he . prepared thlS report I've been advised' infearly

Aprll he'll be able to suppﬂy us wlth a proposal{whlch we, of VVT

course,. w1ll present to thellnd1v1dual assoc1at1%ns and then
I thlnk to‘your commltteef 1 . : }

ey, i . : ‘ ] » » - : [_, . - )

| ASSEMBLYMAN APY: - I personally would like to have

[

it available as soon as}it.is.available. R !

MR. LASSER- Méy I say thls, that in the past our

Commlttee of the Bar Assoc1atlon always cooperated w1th the

Tax Department Mr.- Klngsley and hlS staff and e have glven'

| b e SIS
him whatever a551stance and | adv1ce that ‘he wopld want ‘He
himself is a lawyer,gas:youTknow; And we would‘he glad‘to do

bht be.helpfuL

_to~you.’ I am sure the Bar Assoc1atlon would\be glad to

that, get up whatever 1nformatlon we thlnk ml

o e TR '\ 1. - .
MR. RUVOLDT: I would like toiadd,rif I may,

e R e
what has not been mentioned| thus far is that the attorneys
and other professionals most of whom do pay the business

5

cooperate in that.wayyi

s |
I 5 . 1o
| S
i |
: \




:personalvproperty tax, whrch is collectable £ot££éf§€;£é”'
vunder the new tax package at the rate of $l ddhéer.hundred -
I would suggest to the Commlttee agaln fromxahpersonaibview;a,
‘that one of the thlngs that I know is belng considered by"'
‘Professor Fllnk ;s the‘questlon of adjustmentjof'thatyrate“in
order to‘make:up the?relatiyeiy aﬁall”amdﬁﬁt offmoneyAne{réf”
talking about with .‘res.pe.ct_ to theunlncorporated business
.tax; . o v ,

l.:AS‘Sﬁ’EMBLYi\I/IAi\T’v‘TODl'DI‘: "I would like to get some
'nclarification.d>Mayhe berore‘I,.say_this:I should say?£of£%éqﬁ‘
lawyers in thevaudience and‘on3thenComﬁittee~thatri_haye no:
‘malice of forethought;bltmhﬁuSt‘a bdsihéssmAﬁ“ethged’in'otﬁé;"”
vﬁhan}thehpractice ofilaw; You stated that the cost of operatlngV
“a law offlce now is somewhere close to 50%;> Assumlng a o
$lOO OOO 1ncome and 507 cost that would be a tax of $l25 whlch
o would be 1eav1n§ a‘very nlce net profrt.' I just can t belie;e =
that you guys are d01ng that well. WhatAare3some of theaz
au#;llary,costs? Thls 507 1s an overhead flgure7ni

MR. LASSER: TIt's overhead"ren;t,:'the* cost of 'rnaterial's
to be used copylng machlne whlch we're usrnéralmost constantly
today with the courtsvbelng overburdened and they want theirb
papers:rnvmanyocoples‘and qulckly,'wlth the'lnvestlgatlonsv
,thatyou hayeftoamake}.withbthewpeopie‘you;haye,tohhifé«in
order’to,do your Qorkibecause orAthe‘voluﬁehthat'you'have;,i
the fiéuresfareapbroXiﬁatelyJWhat-Ijtoid;you;jand}what‘is¢over,.
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' -
I
out of ‘the other half}and wh&ch the lawyer gets,

-
1ncome tax out of that and aays for other things that he has

to do and all the other taxi

, ASSEMBLYMAN DE[KORTE- ‘Mr, Chairmani just so the

he pays his

S that any c1tizen w%uld pay

record doesn t get too cluttered the biggest problem w1th Mr.

. Todd's assumption is the $lOO OOO 1ncome.

|
|
MR BERTINI- .And, of course, our p%Sition is not
v | -

v : | - -
vbaSed'upon the economics of Ithe situation; This tax impact on
. |

the 1egal profess1on lS 901ng to be slight but the effect of the

A

pr1nc1ple on the'people‘who‘are affected by this‘unincorporated

| - ) ’
tax is the problem. We are‘nOt speaking parthcuiarly for

ik ) R ’\

|

ourselves, we re speaking for our clients tog

SENATOR KAY. V?oes anyone else nave any questions?
ASSEMBLYMAN FEKETY: Mr, Brown testified earlier

S , ; ; - , |

o : o ‘ .
~about the Governor's Committee on Local Property Taxation and

R Y
[

. ' : | : E '
Mr. Ruvoldt said that the B?r Association has cdoperated 100%.

I belieVe that the Bar Association was represented on that

, 1 |
Committee, is that right? { : , R i

MR. BERTINI : Bn Mr. Brown's COmmiﬁtee?
I o a ol ‘
MR. FEKETY- I\believe there was a fellow by the

name of Robert Kirschner on’ that, I believe}he worked closely
‘ - | = . . ,

| N "
with the Bar Association. Do you know what recommendations

w

the Bar Association made tq thatvCommittee‘whenrthey approached

. . ° . N - . . - . ) ‘
them about the unincorporaded tax portion? | "
MR, BERTINI: Well, Mr. Lasser can| answer that.
|

HE. .
66 . -

w .



MR.}LASSER:V Iiworkéd‘onuthathbefore'Mr;»KirSChner
was in, when:the Senate*first»thought”of'this‘kind of a tax and
I objected to the tax for the same'feason that we~object‘itvnow.
At that time, as was stated here by Mr. BroWn, it started off
with 1/20 of 1% and theﬁ 1t got to be '1/1.0’ of 1% and by. the time --

ASSEMBLYMAN-FEKETY& vThiS‘Was.a éompromiSe.

MR, "LASSER': Yes. And theh'by. the time it was voted
on it became 1/4 of‘l%,‘which it is now; and thevobjection was
made, as he so well stated and which we made at the tiﬁe,‘that
that would only be temporary because thé experience has beeﬁu}
in taxation that takation increases each time and we-didn*t“inow’
where it would go, and we objectéd to the thing‘completeiy. .

Our committees of the State Bar and individual
members of the State Bar have always ¢00peréted'in all of the
tax matters and parﬁiéipated in the matters'before the courts
but there's one £hing about lawyers, they»Will favor evefosail'
elsebut not themselves.. | |

MR, RUVOLDT: So that the record is clear, the
State Bar Association requested public hearingé to express
its opinion in oppositioﬁ to the tax prior to passage of the
tax bill, number one, and, number two, I am sure the Committee
remembers thatrbefore'the tax was passed, when fifst prop0sed,
the New Jersey Bar Journai, which is the legal publication of
sor£s-in&this:State, had an éditorial:Opposed to it. And, alsé,

I call your attention to-the fact that - and I hdticed this
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xmorning it Waswgidsseduover very: lrghtly - the Goyernor s
:vComnittee on'Taratienwindlcated,;n‘1ts-rehortspec1f1cally
Jthat7this was.azrelativeiyminof“p?qpesaljwhﬂch'could~be
eliminated by mindriadjustmentsuin»cher’rates, and it |
was speCifically ﬁehtidned in‘that Committee'srebert and,
yet st111 at the very early stages the State Ear Asseciation
took strong pos1tlons 1nioppos1tlon to thls ieaturera -
ASSEMBLYMAN EVERS :{'Through ybu; Mr.JChalrman,"
thls is in llne w1th.Assemblyman Apy s questlon before, that R
the State Bar has not actually taken a positlon as far as »’t
;anialternate program,1Saconcerned.
| Now from your statement I gather two thingé'fi
-number 1 that it has nc alternate.proposals and, number-2(

that it is just»in;favor‘of repealinguthis-tax,,'

[0}

Now,*isbitfsafe;tO'assumeyaon'th ‘basis’ef'this :
stateﬁent that‘we‘have”before;us;'tnat'this'$26'milliqn,
~ from the Bar Assocratlon‘s p01nt of: v1ew,Wo41d!he;replaced v
: byflncreaslngrthelnevenue that the other thrée»takestweuld
b’r'ing,.'{ih?. . |
MR, BERTIﬁi;-’No, Iadonitfthink that's a fair
aésnmption,. We]haye not considered_alternate'ﬁethods of .
raising'the,mOney.5tWe!ve-eya1uated this-particnlar featuref
- of the statute/:and thesnnineorporated,tax_portien‘ofvit,
‘and we have taken a pOSLtién on that. | Weehave;net»studiéd

e

alternative methods of raislng«thegfunds; 3SP«weihave,no"
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position on Wﬁe_fyéﬁféugh£7te’aei£eﬂréiee7£he*ﬁeneY}"[But-r*

'thefe“afeieEﬁef‘meﬁhbae}”ef‘eeuree, that I can thlnk of

”about taklng up‘the slack or”$26 mllllon, nd one of them

,mould~be eccﬁomles.} And we haven t studled that elther Yf{e‘
| So webare not 1n a}pos1tlon,‘we are»not prepared

B and we‘are not‘the people; I‘thlnk .to come up w1th an
”aﬁswer~t0”ycurnproblem We know that there s a problem,
ebut the solutlon youucone forward}w1th,‘we feel, 1s“»mehu

probably not the proper one.; Now=1f»we can.helpjyouclﬁ:ahy

way w1th your problems, we're w1111ng to help as much as ﬁ

- 'We‘canabut wexdo not know the-answer~andnwe'reﬂnot-golng

to try and be placed in a position where we can tell you

or claim to be in such a position.

MR RﬂvoLﬁT{eféerh*;sﬂyourQWh;suggestioh-of'a;tag'
‘cehéeﬁtlehfmightﬁbe_aiﬁéryuwérthﬁhileeseiutichﬁ L

| f;AsSEMELYMAﬁ Evﬁﬁs;f?weiiiigefeefeiiee"ﬁeebe£7a%'the
Bar, I &5ﬁf£fw§ﬁef£efbe'aeeeéediefvputtienge?ae in the
, mouth"efithe"sefféseetiatidﬁ bu£%i£_aeéé?eeemltbzme;in;a_°T:

1not gettlng 1nto the other three taxes whlch are part of

' the package, that 1t‘mlght be assumed that the Bar Assoc1atlon;fe'

‘ is saylng, well, let the o fr'three taxes carry the ball

.MR BERTINI We do not say that

'MR LASSER°s That 1s deflnltely not our pos1t10n.

' ASSEMBLYMAN DE KORTE-‘ I thlnk what s reflected

:baf69



inphssemblymanbApy?s_rem
remarks,.andtthe:feeling
_with:ashmudhyprestiéeias
. mightawell preSentgtovth

'alternativebprggraméi».

. MR BERTINI° W

that and 1f we flnd that

o help to you, we. offer ou

ASSEMBLYMAN CRNNféi'

:‘Assemblyman DeKorte s re
‘fand hopefully, lthough
| Commlttee, that the Bar’

and does come up wlth a
sﬁeKorte p01nted out, lt

"'organlzatlons in the Sta

N MR BERTINI°

ASSEMBLYMAN CRANE:
would beargtremendous wel

‘MR, BERTINI- I

’ organlzatlon is most qua
problems but we w1ll thl
try. -

ASSEMBLYMAN DE

qualified asamost:qf_usnh

We'thahk;youpfor the ¢

KORTE:

arks and Assemblyman

I have myself 1s th

the New Jersey-State
i s Commlttee andywlf
lon, what 1t feels ar
e ‘.i |
3 would be most happy
we are lnra‘posltrOn
it

1 would go even
marksland maké‘a'réqu
I oan't personally sp
Assoc;atlon,does StL

reCommendation.;*hAs

te ”;;

1s one of the moStvpr

llfled to help you wi

I assure you,

Evér's; R

at-an'entityf”

possible}‘at:a

e loglcal,

to 1nvest1gate

.toybejof’

beyond
ést} personally

eak for the

Assemblyman o

estlgeous o

ompliment.
Andbyour reCQmmendationsl
ight with this Committee.

am nOt'tOO"sure that the

th your

nk about it and,lfjWe can, we will

you are as

Bar Association.

dy the problem .




£ 2

© copy.

. ASSEMBLYMAN FEKETY: Mr. Chairman, while we're

" tossing flowers around, let me caution you, sir. I agree

_with your expression, the ability to pay. If you come in

with that,‘be preparéd-tbibélievé_withfme thatvﬁhe:sales-h
tax_is.Wrong.
~ MR. BERTINI: Is wrong or right?

ASSEMBLYMAN FEKETY: Is wrong, because it does not

’_ﬁdllow‘the}prindiplé Qf»the ability to pay.  ” ‘

SENATOR KAY: Senator Italiano.

 SENATOR ITALIANO: Mr, Bertini, I note in your -

_statement“that>YOggSay, we have supplied you_with'a cdpy ‘_v

of Professor Flinkfs'study‘of this,léw,v 1fddn‘t»haveva o

B o BE‘R'T.YINI.’ T thoughe Mr S°k°1 WaSgOlngto
| SENATOR KAY: Ve don't have ft.

| Are there any other questions?
'E.Allf#ight'Vthankf§§uer;:EQrtini;;:: 
._”Mrg_',campbell is £he né§t'WiF9e5$'haﬁ§ whilé

she is coming forward I will put iﬁto”the'record a

wgitten_statement'left oﬁ§bghalf Qf_Louis'K;‘Qollins,"M.D,p,

President of thevMedical.Sdéiety of New_Jerséy.  It will

not be;rﬁad»@loudihere_tqday but'willvbe‘in¢orporated5intof

the record. (See page 97 A)
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;MTstg‘:;’ﬁ'i:c‘H*afL A
‘°Mrs. Nlcholas D. Campbel
| ﬁJersey” I appear before
:ﬂrealtor members; New Jer
‘-Boarde!n |

At the outset,n

vgratltude of the State R

o vtunlty to publlcly stat

”ﬂdlscusslon.

The New Jersey

'1n conventlon se5510n on December 9 1966

'E'urging the repealpof’New;Jersey»etunlncorporatea business =

pJgroSSfreceiptsitax¢~

. This action,I believe, is signif

eanalyZe“the-realtonsiWho"make}up'thefieeb

will £ind a significant

‘:Purposee}pwonid bejégéal

U avedebitage,
'.disintereéteafabééﬁéefs_
' because they know a gr

"unfair'andFUnjuet}r7

'Théré‘is;a quotationifromfaniart

appeared in the "Bergen

j'of the Bergen County Chamber of Commerce,

,': ) l:,. SR

Ul

o

Qo
o

av]

vs]

Lo
oy !
i

BELL: I am

1, a”fééiaeﬁt of "Hackéﬁ.s;ack‘,j New

you today as Pres1dent offthe'2900

l

sey Ass001atlon of Real Estate'\

-IfwbﬁidfiikeiiéﬁéXPféSé the

eaitor:oiganfzatibn‘faffthis”oppor;

onrprSitionvonﬁthevmatter_under o

ipgrﬁioh*bf-the'ﬁa
}wnp;of smalecorpOratione;e:thoee;CWho'fof
i CFStlfromfthé‘tax iﬁ
ﬁhoeefwhomﬁyonlmié
iénr'faéir“sapﬁcf

>ss receipts tax i

Magaéine,"'Whieh’

72

Ass001atlon of Reai-ﬁetate‘Boards.”

voted unanimously

ieant'if.?ouor
ciatisn;&hYou°h
mberehipaistmade ;
1allﬁintent,ana
:éneetion.
htieXpect‘tovbe
tpto the resolutlon

s, qnquestlonably

icle which
is a publication

‘in December. of




1967, which I _feel should bg,made aﬁpart_of the recqrqs_
The autho# of this articleﬁinvdiscussing the grosgirece;pts
tax, pointed out that"NewﬁYork(Ciﬁy, whichAhas,firmly
estéblisﬁed itself as the mostvingenious tax entity in the
United States when it comes td‘devising new fprms of
taxation, found it neéessary to repeal the gross re;éipts
tax - reasons‘fqr the repealvwere; first, it was extremely
unfair becausevthOSe losing money were Subject}tq the
identical tax as those in the profit area;»second,‘it hit
hardest the,iittle businessmen espe¢ially those_whqsé.
margin of profit was small; and, lastly, it was virtually
impqssible,to ehforCe.". i might add‘thatbthé necessary
;regulaﬁions devised in New Yorkaity to’collectlthe tax
filled mahybvolumes, This tax was repealed in July of 1966.
I do not intend this morning to embark upon a
long dissertation on the economics of a gross reéeipﬁs
tax. This area will, I am sure, be adeéuately covered
by other ihferested groups here today. |
However, I, too, would like to call your
\attention as "must reading" to #he report entitled "New
JerseyfsrUhincbrporated Busihess Grgss Receipts Tax - A
Critica;:Evaluation," which you've already heard about
from the New Jergey Bar Association. If_you_gentlemenlﬂ
would like more copies, we will’be'very happy to send them'

to you from the New Jersey Association of Real Estate Boards.
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The New Jersey hssociation'was one of the

. concerned associations that also retained Dr,
|

‘services for the épééifib’pufposéwéf‘subpiYir
: : . R S SR
information challenging the inequities create

gross unincorporated reCFipté”fax}  The 'New J

Flink's
g féétﬁal'
d by the

ferséy Bar.

Association, as‘you'knoﬁ, has already introduced this into

~thebreCOrd.  f“ - B T : ﬁ ;

>,,Whiiéva.'Flink has'coVéredfthévSPecific‘problem I

am about to discuss, I fééilimﬁélled'toqa#pllfy some of

his statements. The NJ%REB'feels the=Iégﬁélgtive'ihtent‘is

being subverted through”the‘rules and régulations”ofkthé

New Jersey Tax Depértmeﬁt'in'at’least-oheiaréa.

Possibly one dﬁ'the'most-flagfanﬁ inequities of

I

this tax is that througﬁ the intérprétafibn of the New

“Jersey-Tax Départmeﬁt the definition ofluhincbrporated,.

|
|

business includes large and small:propefty‘QWnerS'who are

not in.business at all +~ their only faUlF‘is that they own

, : ’ , 4 o o ' .
real property with'grosé rent receipts oﬁ $5,000 or more.

: D o e
- Even our»frieng, New York City, |did
i S

as our Tax Department in this area, rental income was exempt

| o

under their statute. \ o POl
o ! . . |
| o

not go as far

a Ifwoﬁld’liké tF'p6int out that we were advised that

it was never the legislative intent to lexpand the gross

» o R | . g o
- receipts tax umbrella to cover these rental receipts.

)

_ : L R I
Rental property has never been taxed as botT
and personal property, ﬁhﬁé}fit standS"t#'r

"*i

N
l 74 .
A : : | .
| |
3 |

‘feai prdperty

asdn_that

&
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"real estate, belng subject to ex1st1ng heavy local propertyi'x“

: tax, should not be 1ncluded by edlct of the tax of

underfthe gross.reeerpts'taz,_:

e

. At a time when the cry is for private investment |

in this State and throughout our mation in the housing
‘fedOnomy, lt'appears,ironlclthatmoWhers ‘who woﬁldylikerto
‘invest but do not w1sh to 1neorporate should have to‘pay
a grossltax’on 9r°S%jfenté%axé9°meonér_?éfopqﬁ- Thlsf»?
gent1 en?enx E S Al Scrlmlnatory 1f the same '~»~»“i']_rv'1-°'1».'i-yl~dua-l ook :

hisfcapital“ihvestment to.his'stoCk brokerLorwto>a:financial 3h

'ginstitution,_he would not be class1f1ed as a bu51ness[ rathero

'.heﬁwouldabevwhatﬁhe has,always been,:an investor.” Why should’
7ethe State of New Jersey s1ngle out the 1nd1v1dual who elects

' ;freal_estate.as the_means;tqalnvest:hls.hardxearned.dollars?_f

Make no mlstake about 1t thls tax w1ll hlt V.Q:":.

hardest those who have the smallest holdlngs = those who

can 1east atford to pay - those who are now*;;vang_qn,ay,_*'*'
T repeat, no logical reason or historical fact
oan:be.found‘orbihyested ior-the»suddenhiHClusioﬂ’OfdérOSS
‘jreht recelbtsiln altax Whlchvpurports to reblace Chapter Sl,ti
]personal property taxl? In'othervwords, the landlord shall |
| not be entltled to take avdeductloh from hlS gross for any
'O?-hl%r?XP??%?S;fhlnters%tf;téxssa.ih%u?%#¢?5f9aﬁsﬁak9?fi
garbage removal, repairs. Not one of these things can be
vﬁdeducted; o | : ) |



"‘Anbtherffarefet

ched 1nterpretatlon by the Tax “

"Department is to 1nclude long-term net rent property

A leases w1th1n the purv1e

‘"are not famlllar w1th th

- that the lessee actually

'*?lessorerecelves a_flxed
thefsame asfintérest'Ohé

or tax exempt munlclpal

Accordlng to our“Tangepartmentj

 bonds is exempt. T ask

'“fﬁ-We7détﬁ6tf£hihk7sq¢and.ouri§0intteffviemf

,3iby;the‘realveStateﬁiﬁéé%tlng Publlc'

1

‘yeare the small 1nvestor'and the retlred 1n
~“vYour'colleague

N R TR i
‘tprime~SponSQr ofhthefenabllng leglslatlon

:rj‘thekgress:receiptSLtak,

7}.0CcaSions thatfit Was°not;thellegislativeﬁ

:_rental recelpts, net leases and the Iike(

":We respectfully request

7 of the tax..

1s‘term1nelogy,
annual incone,
béﬁd;,fh 'f_..a
you, does this m

Senator Norman T

has publlcly stat

’ matter w1th Senator Tanzman’ and determine

-
I
I

e

':’how 1eglslat1ve 1ntent can be mlsconstrue

are charged w1th admlnlstratlon.g'b

You w1ll hear

toda&umanY) many

‘that your Committ

i

!

whion)

ake

is.

aanan,“

e&f

In the'event you
I mlqht p01nt out

eperates the'proPerty”Whlle’the ’

in fact, is -

“would receive on a corporate

interest on -
sense? Well,

yalsé'shared

rmajarity of Whlch

div;dual

“which authorized

on numerous

under ‘the law.
ee [review this

*fqr‘ybﬁrSélf'r

ed by those who

similar sets of "

' eircﬁmstances-where*reasonfandelogic”wil#°teil1Y0u”thati

 to follow the gross receipts tax road car

- charges Of:taxiirresponsibility;'

)

N
|

|
!
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' The morass of administrative rule: and .regulation

~ will become monumental until we reach:the.same situation

 in which New York City found itself whereithere almost was -
a case by case determination oftentimes conflicting one

'With;andther;5

ih; The Leglslature ds: already beglnnlng to see a.
'\number of bllls that seek to correct 1nequ1t1es 1n the
vhrftaxq nThehnumbér:Wlllf{lpamkafrald,;lncreaseuandeincreaSe-‘

until the:tax*is,emaSCulated: We urge the 1968 New Jersey

Leglslature to dlscharge 1tsrrespons1blllt1es and remove R

;thls;millstone fﬁOm‘3r0u@dffh¢%n?¢kq°fua.Y?ta¥ga????9ffﬁ~
lféurnétéﬁeféfééeﬁbﬁy?.'
brbj-fiﬁnd'now weecqﬁe;tarréplaéemeﬁiaiﬁeaméTWhiéh;ypu;V?T'
,gentlemen are very much amare of} and we are too aHowever{lj;'
‘ hywe feel,conﬁldentathatdifgthe,neC@Ssaryieconomleswarelrit

~effected3in~State_GQVernmént}~tﬁere€wdu1djbewhe’ﬁeéd:forf*

f’a replacement tax. A mere reductlon of less than 37 1n

N

d'the State budget would allow for the repeal of the gross

vunlncorporated bu51ness tax.%~f

Gentlemen, we would apprec1ate 1t 1f you would

- give thls your very serlous conslderatlon.; E

' SENATOR KAY- Thank you, Mrs. Campbell

Do any members of the Commlttee have any questlons9-;ff7



" economies were effected

~ ASSEMBLYMAN CRANE:

in suggesting economies,
'7devernorﬁs'budgetﬁoffa»b

© MRS. CAMPBELL:

~ ASSEMBLYMAN CRANE:

“ftsometsjssmillion"and):of

§~whichkisvcorrectly forec
:hs01ng up‘by in’ ‘the multl
i“fhave any SpelelC econom

T _ﬂ_ MRSrfCAMPBELL{v
Ifdup1155tlon of serv1ces>
Jfone other thlng, the App
:idhas'not~completed-1ts:pe

'”‘early 1n the game perhap

ASSEMBLYMAN CRANe;H

ASSEMBLYMAN TODD:L \

~ Mrs. Campbell,

I wouIddIike,tbf?refape

!‘Sure,’WOnldTIeave anyene_hnt,the{mostﬁhadeQ

trampled -vf-

MRS CAMPBELL"

ASSEMBLXMAN»TODD#‘

as;g;member of the Appropriat

o
3 .
i .

-billions;

rusal and I thlnk3it

my - remarks by saying

the,competitipn for

We realize that.

v,taxes.byiway,of:ebdnémieS{'
o - PR

oI wondereif"ycn,havetgone“beYbnd

Z;Mrsr.Campbeli;'you;

gourse;;thefcapital‘
astinchapitélfnéédéjt
'apparently;

ies in mlnd that Vdu

1n*your government,'

roprlatlons Commlttee

Thank you. R R

Chalrman, th

- when we consid

fno’doubt,_

have some famlllarlty w1th the o
llllOn 51xty-four mllllon dollars7.
--I'am“Very1mnchﬁafra1d I,do.v~~dr}

Preferred capital items of -

c¢ommission
and it's

Perhaps you could look for :

I understand

s a llttle o

s to make that statement

rough you,

that lf

-rellef I m |

to be

er removing

the concept of

'cbuldjgivelus?v

Also there is B

Lons Commlttee"

#



fgoVernmental ecenomy:as‘a"means'of alieviat%ﬁg;thehdt“:fi,
;revehues;gehefatedvbyithie;tagiahd ifﬂypu:%ere‘faeed,dith-
government or using all funds that are available for
‘additiohal phograms —dé§‘YQu khéw;dthe?e;haé‘beehhailpt:ef
diSCﬁSSiOH_anthe budget;heeﬁe_eay it”goee/ted.farubuthahd
. equai_ ﬁﬁmbef g,ay ‘:i£,‘d0é,svn' t go ‘far'e:noughf}‘_-e do you ln
fact;‘otherbthan governméhta},egdhomy,hhave anyisugéestien
-for replaelné thls revenue° | ”
MRS, CAMPBELL-” At the preeent‘tlme,vne;'we de' h’
not haVetany_shggestions,h queve;,_we do feel that the L
ineqﬁity‘of thie}gfoes‘ieéeipt’taXucogldfbe Ve?Y.SeFlOUS}?,,
‘con51dered by yoh gentlemen.bl | | o | | o
,‘ASSEMBLYMAN TODD;' Through you, Mr déhairmah,.“
Mrs}'Campbell( it 1s my - uhderstandlng that 1h addltlen to i
the iegal-profe351on*there.was°arru11ng:from'Mrr Klngsley"
.:fegardlng the apéllcatlonvof thls tax tovfeal estate'
bu51nesses - has that rullng helped onvthe ptoblem9
| MRS CAMPBELL-' Yes, 1t has helped |
ASSEMBLYMAN TODD: ' I>f that rullng were modlfled
might‘it be‘evenrmore hel?ﬁpl? L R
| MRS .,CAMPBELL;- Naturally.
ASSEMBLYMAN TODD: In otfier words, shvort‘ of - Ce
- what I m trylng to pln you dewh todas‘shoft‘ofutetal
3irepeal and governmental economy; thch We re aii tntefeeted

in, - what modlflcatlon, what recommendatlons for modlflcatlon
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' would you have°

MRS CAMPBELL-~_Wehhave75ﬁst'madéfa recommendation

in our statement and I vall be happy to glve youha‘eopy of

’it.'leu”have_heard some of the thlngs that we.feel are

"1nequ1t1es in the gross‘receiptsvtax.:';

s

ASSEMBLYMAN TODD{a I would like a copy of the

‘MRS;pCAMPBELL: fMay IhaSkeMr; ﬁergusen, who is b,

| thepEXecutiVe*Vice_President;'tohaisbfspeak on the subject?

| ASSEMBLYMAN ‘TODD: Y‘é'sf.»
'tMﬁ:'FEﬁGUSGNi hI would llke tolp
1fhave met w1th the State tax off1c1als to
hplntent» I think thls 1='1mportant to emp]
hfmasinqt to 1nclude‘eerta1n classes 1n the
vtaxvandnnbwbwe}feﬁﬂinding through‘adminis

»that“we*are covered. I will givésyou'cné

,l -

,about:thevindividualbwho may take back a
happens to own two or three propertles in/

takes back two orythree.mortgages 1n.a;ye

L a buSiness?viThis‘qnest%on»has nothbeenja

. v !
still up in the air. ‘_r
b

I thlnk 1f we can take thlS all

. _|'. .

Dlnttoutsthat we

discuss legislative

hasise.a'Theiintent
pﬁrﬁiem'efythe':‘
tfatlon of the law
enmnple. ‘What
me?tgage.and whoh
the state and
ar,‘mbnld‘he be?vi

nswered. It's

theimaybdown'the

line, and we flnd we are subject to the admlnistration-df

the law by the Tax Department and not the

| Leglslature. And I thlnk:the Leglslature

80
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areas. An& i'urge:that'Sénafbr'TénZﬁ;n e ééiléduﬁéféfé
_this Committee ofShbuld7diséuss‘iE'Withbthéﬁ'béééﬁsé”ﬁé'
'haé raised these;séﬁébﬁéihﬁs Wiéhlfhé'fékin§“6ff§éi&ié}

‘We have one ruling where land mortgages for
ragriCulture or farm purposes may be ekemﬁﬁs Now, I see
little difference between Hortgages for a_fafm or if it's
‘for'a differenﬁ'fofﬁ of real éstaféihbiainé. ‘But these
are the things that_yéu get into in this typé'bf‘a £axa
This isrjust what happened in New Ybfk;Ci£Y¥ |

ASSEMBLYMAN %obbg Mf} éﬁairman}‘thréugh'yéd;
What are the problems posed fof realtors when they
consider inCOrpo?aEidh’of their Busiﬁéss'aétivitiés?

MR. FERGUSON: There is no pﬁobleﬁ; our
membérship'ié fifty;fiféy, I would ééy,’bétweén those
that éfe’incérpﬁfated‘aha-tEGSQ thét éfé not.

| ASSEMBLYMAN ToDD: Have many chosen incofﬁofatiéﬁ
because ofvﬁhe‘pibspéCt of.ﬁhis?"ﬂ-‘

MR. FERGUSON: T would say it's too carly at
this point. | | |

ASSEMBLYMAN APY: Do I get then that the main
thrust from your point of view is that by Virtﬁe of
administration the intent of thé'Légiélaﬁure has not been
carried 6ut’ahd,§érhéps Administfatiﬁe'femedieé afe”whdt
afe needed mdré;thaﬁ additibnalllegiélatiéh?"

MRS. CAMPBELL: However, méY”f"éayAﬁhat we;SPéak..
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TR
IR AR I

here today for the New Jersey Assoc1ation whlch has

_ruled that their policy 1s for the repeali Howevet,"we_
do feel that you have gotten the picture.i t | | |
ASSEMBLXMAN:TODD; I understahd.§ |
ASSEMBLYMAN EVE%Si Through yoﬁ, Mr.

Chairman:

Mrs. Campbell, I gatherfhat your primaryeoicernyiseWith'
the application efvthe téx to rent receipts.

MRS. CAMPBELL:‘iThat was ohe of‘the iliustrations.
I think it is the intergretation and the administfatidn
of the legislation which we are worriedahout..

: | T _ _
ASSEMBLYMAN EVQRS: Well, let mescarry it one

' ‘ S .a’
step further. It seems to me that the aréaSIWLth which

you are concerned, although naturally dO'ﬁrOduce‘a'ﬂ
considerable sum of money, make up a_small.parcentage of

R |

the total picture in so|far as this tax is concerned.  That

v o | o : ;
‘being the case, I might be wrong on that,lwhy would the
| | i | ~ |
association be in favor of total repeal?  It| seems to me

.that an exemption in this area would suffice.

MRS, CAMPBELL:? We feel that it ishinequitabie‘
in all respects. I speak now for the ASSOCiatién;
SENATOR‘KAY: fhere was a questioh‘beiné”
discussed among the memhers of the Committee up hete and
perhaps at times we dp hot know all the?ramifications”

either. Senator Italiano, at the risk of the question
~seeming not knowledgeabie, would you put itz
82
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sENATOR.ITAriANoéxﬁThé“queétioﬁ“xjfaiséafhéféi*~

was the pOSSlblllty of a double taxatlon w1th regard to v;f»:"'
arental 1ncomé;; Flrst, when you collect it” as part of your

gross réceipts;’aﬁd,thén when it's transmltﬁéd tOiybur»“”'

client.
"fMRS:’CAMPBELLE That would be true also.

SENATOR ITALIANO' ’i'aéﬁ“tWRﬁéw’if‘théfé*ié”anym

'regulatlon that would ellmlnate thls or not liasaY]it;‘

would bevinCluded as-part“ofvyour gross'recelptéV;f_fff
MRS, CAMPBELL: Under management. . ©

SENATOR ITALIANO: ~ == and then when it's

transmitted to your client. I don't know, is there any -

regulation;thatiéiiminatééﬁﬁhis?

MR FERGUSON- S would assume that the agent'f

' would collect the rent and 1t would go rlght 1nto the-

' prlnc;pal S accdunt;

| SENATOR'iTALIANQi' ﬁell*ﬁhéféfafefoccasioné ;*‘v
where you,haveltrﬁsteéﬁaécéﬁhtsfWhiéhrdbnﬂtgb-in£Of“fr
a prihci§al:accdﬁﬁtl “Am‘l correct 1n that‘assﬁmptlon7i
MRS, CAMPBELL thes; |

-sENATOR'ITALIANOQ'.It would be part of your

‘gross income until such timé &s it is transmitted to your

client.
SENATOR KAY: I wonder if it would be, Senator.

If it went into a trust acceunt, I question whether it
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A |
| L 5
‘ . S

_— | |
would be a part of their gross income, ..

‘I really_don’tfkﬁow
oty :
|

- . o :
,<ASSEMBL¥MAN TODD ,Through you,_Mr.
|

MRS. CAMPBELL:

+ ‘ -

?Chairman:q'

If you were: managlng an 1nvestment property for me, you'

would.by contract collect all the rents | and
' ‘ |

therefore,v

| | :
.they would be part of your gross recelpts, aﬁd the State,

' as_I.understand your explanatlon, andaagain pardon_my

ignorance, I would be con51dered a bus1nefs entlty because

I owned the property 1nithe first place.;

MRS,_CAMPBELL:i

~ ASSEMBLYMAN TODD: And whatever you|

to me_after‘your coﬁmiséion for(management>
would also be considered.as,grOSS»receiptLAt
therefore, have the same tax appliea,: e
MRS. CAMPBELL:Y Even, take fbri%st
vrentals,- Many of those run over $35, 000, ‘Th

considered_then a smallbeSinees,_ Thereware

‘thisbwhich are all encompassing. v e
_ L WIS ERE , | N el

MR, FERGUSON: |Speaking from the re

industry, if we listen to our members ani th
as to‘the problemsﬁthattare going to be crea

‘Kingsley's department w@ll have a,volume‘of
| . : Lol

K

passed on

of the property

O me. and,

gnce, summexr
at would be

many facetscof

al estate
eir,clients
ted, Mr.

regulations

4for,all the specific cases in real estate. |And if we

|

compound this through the‘entire unincorpora

|
i
|
\

comes the problem‘tha

ji

t'community, it really bec

ted business

t,New‘York City




W

‘ran into where it.boils;downﬁﬁ@‘ahfaimQStfcasé;ﬁy'¢§Sef

determination on the interpretation of the law,.

. SENATOR' KAY: Any o;her_qggstiogs?_; T

ASSEMBLYMAN'FEKET¥§c Yes, just one question,

“Mrs. Campbell. In principle, you're talking about -

interpretation of . the law.and'theladministration;~*Ndw 

" has your organization}taken:a-pbsitiong;ha;,thqy feel'ﬁhey |

,Should pay Some Sort Of atax’> L
UG OMPELLL (Yo B our individual :realt_orsé _
| ASSEMBLYMAN'EEKﬁmygiuYes’T},
w :’MRS‘QCAMPBELL;JIAreTyeu}taikingfabOQ£fthe»ihdiViduali
realtor? - I can't speak for them,..I.can. only say that our
policy was eStabiiShéd_er repéal éf the g£6éS feCeipt
téx.- : However, - I dn't thlnk, and T say,#hi;s’»‘,‘.Quamedly'

that'weghavéjhadga;terriiic;iurprgffqm‘Qurvrééltorsfinv

that regard.. -

"SENATORiTALIQNQi 'ASia ﬁatﬁéf.of{ciaiifiéatiqn‘*‘;
.héréﬂbh¢mynpart,hit!s;in :g1ation to-the}quegtiog,that
was  just an$wered$0n‘iﬁterpreta#ipnpandaaamiﬁisﬁration_of.'1'
the law énd,Whétthﬁy;u CQngider.Ydﬁgshould'be\taxédbin.

'somefaSPéct;w'IthqmylimpreSSiop;th§t~ihe7basic;argument

ZYOU.havethﬁféiisffhe iaX-Onf£§ntals; fISlthaijOrrect?jffﬂr

' MRS. CAMPBELL: Rentals and other -- '

SENATORfITALIANQ:;;whichﬁyaufrgﬁhopdéngégéd‘ih7

primarily, it's someone-else  who is engaged in . =~- "

85 i,



MRS, CAMPBELL: -|-That's correct.

SENATOR' ITALIANO: = Not' the New .Je

Board itself.

. MRS. CAMPBELL: No.

SENATOR ITALIANO: - That is not ‘their primary function

-to engage in rentals.

- MRS. CAMPBELL: | No.

! ‘
)

2rsey Real,Estate

We have used this testimony

today as one of the illetrations of how complexfthis

can be, and the interpretation .of this*gross

It can go on and on. We

half a doZen'mdre~illusqrations, particﬁl

could probably come

arl

receipts tax.
upfwith a

y in the real

estate field, Wheretthi%,gross receipt tax:will be. most

| .
|

confusing. o ¢ }
|

o |

!

ASSEMBLYMAN.TOQD:

Mr.,Chairman,

_come back to Assemblyma? Fekety's questio
thé risk of being unfaiﬁ to the lawyers,

- that question and say, ?re you in the Ass

. 1 .
of repeal of this particular tax - are yo
. : . | ) ‘

use the sameushieldaOf~#ederal_income~t§x
.

oci

S,

would like to

n'and, again at

‘I would rephrase

ation's position

)

u choosing to

gas taxes,

 cigarette taxes, :that you‘payaendughntage ialreadyl or .

“it's just such anﬁuhwor%able:adminiétrati
o . N [ i
it just doesn't make any sense. -
o R | o
 That is the way |
o
¥

MRS. CAMPBELL:

‘can see the confusion, I mean, this is ju

_MR. FERGUSON: ;I think also the

86Tf 

ve .

we
|

st

headache that

put it. ;You>‘

‘one example.

Association's
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position that an individual who loses money will be taxed
at the same rate as.the'individual.who makes money,. just
does not meet.the‘crest of what we consider to be fair and
reasonable in taxation, not only in New Jersey but in this
country. This flies in. the face of everything that we have
had ih £he past.

" SENATOR ITALIANO: Perhaps I'm wrong but I under-
stoodvyour basic argument to be that the rental of
property is not a business to be taxed on the gross receipts,
that it's an investment and not. a business.

MRS. CAMPBELL: Absolutely.

SENATOR ITALIANO: And this, in all probability,
as I understand it, is your argument here today.

MRS. CAMPBELL: One of~our.anguments. As I said,
we could .go into other arguments on not only‘rest,vmortgages -

SENATOR ITALIANO: But as to what was presented
here today.. | | | | |

| - MRS. CAMPBELL: fThatvis.CQrfect, Rents, mdrtgages,

'individualvtwo-family houses, forwinsﬁance.

‘MR, FERGUSON: For instance,‘I've had this question
raised at a public meeting, is .an individual who is a
‘member of the Législature a business. Would his remuneration
from the Stats be consideréd-business incomebunder the
unincorporated business tax. -

SENATOR KAY: How did you answer it, sir?
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 MR. FERGUSON: I felt that I didn't know enough

I
~about it. But”I'think ﬁhempoiht'illuStratesvhereithatf

3’weﬂcan'carry this to exﬂreme54 ‘And T “think you will hear

this- afternoon frem other groups where 1t:

to'various extremes, And I think this is)| the
were trying to raise. |
'SENATOR KAY: Any other questlons of
Thanktyeu,imrsr Campbell.

MRS. CAMPBELL: .Thank you.

will be carr;ed

pointAwe,

this witness?

i
i
3
' L l ,
ASSEMBLYMAN TODD: Mrs. Campbellu you will get us

copies of your statement?
MRS. CAMPBELL:, I shall.

. SENATOR KAY: Russel. T. Wilson.

RUSSEL = T W’i L 8 O N: My name

is Russel T.

iWilsen. I am the Assessor for the Clty ofiHaekensack and

Chairman of the Tax Study Commlttee of the‘New Jersey State

League of Munlclpalltles.: I mlght 1nterp01ate that that

© means that I hopefully represent the taxpaying publlc of

the State of New Jersey I am here today, hoWeyer,

representlng the State League

I would likebte address the major Qertion{of my

testimony to Senate Bill 281[and Assembly»209 and 279

which would add the 1967 tax year to the'alternative:years‘

1964, 1965 and 1966 preeentiy establiehed'by
. . . ‘ . . N N : : . B N I

Statute

as the base years for chmputing the soécalled‘"save_harm-b

.é)'

. - -



less" provision under the Business Personal Property Tax Package.
As we all know, the intent and-purpbse of the p‘roxr'i,si."Q'\n>'iv,.si'to reimburse
 our municipalities for the loss of revenues from business personal =
property taxes now assessed and collected by the State.

Atkthe time the legislation was enacted, municipal leaders
predictéd that 1967 business personal pro’p’e'rty tax coilec_tions in many:
munic‘ipali,ties would far exceed those of the precéding three years. -
Consequently, the League, at its Annual Confevr"ence in Atla.ntichityb
last November adopted a resolution urging the vinc].usion 0f'1967, along:
with thevyear‘s 1964;.; 1965 and 1966 in the period on which the '"'save
harmless' computation would be based, A copy of that resolution is: -

enclosed at the end of this statement, (See p. 89)

The statistics on revenues for 1967 have now confirmed that prédiction.
It is a fact that many muhi_cipalities Ln the State will loslev very substantial
amounts cf money that they would otherwise have received if the 1‘96?
business personal pfopérty assessments were taken intc consideration.
I do not have state-wide sfatiétics documenting the loss for each
municipality, I éari, ‘however, cite examp.les which are representative.
In Berger County, for example, 31 munidpalities" staﬁd to lose a total -
of $591, 000, The City of Hackensack will lose $129, 000; Northvale
$55, 000 and Wood;Rid‘ge $57, 000. 1» read statistics for Middlesex and

Somerset Counties to the effect that Dunellen would lose $54, 000, -
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North Brunswick about $125, OOO and Bridgewater a

Here in Mercer County the Clty of Trenton collected $177 000 more

reputed $400, 000,

in 1967 than it d1d in the best of its previous three year s, In East

Windsor Township, __collectionsv;were_$45,_OQO higher and in Ewing Town-

ship they were $153, 000 hlgher. t

I want to add for the record, 1n01denta].ly, that

‘thece flgvre% were

taken from preliminary ,reports and are not offivc:i.:ally certified, They

are cited here merely to point to the pattern of loss

the State.

Gentlemen, no one here heed be reminded of. th

the municipal fiscal plight,

property taxpayer is the prime source of munici.pé,l

¢ is common knowledge

e seriousness of
that the local real

revienues, The

denial of save harmless replacements of lost revenues from tke

business personal property source for 1967 will onl

At this time when our local governments need all the revenues they can -

get, the exclusion of the 1967 Year wouid mean a loss - State-_wide --

|

of $5. 4 million., ‘This is inequitable and in violation of| the Spiritr of

the legislative intent in establishing the save harml

ess provision,

The League, on behalf of the many municipalities adversely

affected by the present provisions of the law, urges that the year 1967

be included through the enactment of Senate 281,

Mov1ng on now to the other blllS before this hearmg ------ The

League is strongly opposed to;the passage of Senate Bill 200 (and

similar bills) repealing the _evxic‘is'e tax on the gross

receipts of unin-

corporated businesses unless the repeal is tied to a replacement

90 .

es occurring across

y add to that burden.
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:revenue source. :Thére appear to be sound grguments}thath
- the tax, as presently imposed, has-inequitable aspects and,
' as an organization, the League does not take issue with

those argumépts, We must, -however, C?ﬂtiﬂPQ_FQVOPP9$thhe

loss of this revenue source unless a substitute act is

first adepted)VWithout impesing_a_furtherﬁburden on real

estate.

That,,géntlemen; c¢ncludeg-myjf¢¢malfremarks. (I

‘will beyhappy;.ofvcourseJ to-answér ahy,qdestiqnsiwhichmj }

N v e

BN Y

- you may have, .

 ,iv«SENATOR KAY: Thank you, Mr:?Wilsen,',

Are there any‘questiOnsrﬁrom the membérs”ef thg“>

‘Committee?

 Assemblyman DeKorte?
ASSEMBLYMAN DE KORTE: Yes. Mr. Wilson, would

not the inclusion of the‘Yéaf“1967fas-0ne of the'alternété

years to select;‘merelygcure-thefproblem-for‘now;'

particularly from the¢p0int of view of the developing

municipalities?

'MR. WILSON: Well, it certainly would not provide

' ASSEMBLYMAN DE KORTE: I have in mind that.
MR. WILSON: It would coerrect it immediately_

and, of course, protect it in the future, using '67 as N

the year which I think for mestpmﬁniCipalitiésonuld be

the best year. And‘this wou1d'be'relatively temporary
. _ v ey e » -

for any gross factor, if;thatlsuwhat_youlhave in mind, Sir.EE



”Kand?notfprovide forvanyggrowth.“vt"”

1wAs‘:s.E:MBIJ*:{MJM\‘T?D"E.-}I<.0RTE:'°

So the munlcnpallty whlch

was roughly 25% developed and whlch env1s1oned further.:}:

-_hmun1c1pal develepment thls*would be no;help,i;

MR, WILSON-frftawouid‘not beithe‘

. _problem in the flnal analys1s, “No , but 1t

"'help those that are pretty well developed

.g['-‘f ASSEMBLYMAN DE KORTE- Would you

some relatlonshlp between the amount of bus1neszpersonalfﬁ>

™~

7property to be found w1th1n the communlty

‘”.eof expense whlch had to ‘be- 1ncurred by th

?serv1c1ng that 1ndustry."‘

'MR. WILSON: Of
ayes. I don £ know that I'm‘preparetho_s

v’vThere is certalnly a re]atlonshlp

ASSEMBLYMAN DE!KORTE'- That’s al

r

ASSEMBLYMAN CR%NE

If'we-lncludehi967*nex

ThosepWerehe
questlons I had
fW1ll be pressure to 1nc1ude 1968 and so o

so you mlght just as- well change the stat
|

g the 1ntent, to make 1t the current year.
: \

[
MR WILSON-' Néf.l_donrtusee»tha

: -
that effect, sir; because'thejsave-harmlé
llmlted to the collectlans~of the bestaof

fin*questlohfandﬁthereiw;uld”beyno‘increae

A 92jj_u

, there certainly|

'atfthis'point;e

andhthe amount_*

(D)

?cQﬁmunity in'v
ay to what extent.
ssentially;the_

t year there
ute,wif‘thatfs
tﬂithwouldvhave~
ss would be

;&hehfour'years |

e in that, sir.

answer to their -

would certainly

not{sayathere;was’*’

is/a relationship,

nfaiongFtherline .

-k
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ASSEMBLYMAN CRANE: ~ Yes, of course, but you're’

asking, most municipalities are; that-thé.1967 year be

‘included because the municipalities are not being saved

harmless because of_develophent in certain areas. -
- .'MR, WILSON: As far as 1967 is cénCerned in most
municipalities the collections are -- =
'ASSEMBLYMAN CRANE: 5The_éame situation may very
well obtain next: year. ‘ | -
MR. WILSON; No, it cgﬁidn't)~sir,_'ﬁnder‘the save

harmleés'the"most a municipality can get WOuldgbe-tdj-V,

freplace"thellosses*of’thé-be8t~of the four optional years.

- ASSEMBLYMAN CRANE:“bl967>is'asked,t0'be included .
because for some municipalities it»is avbetter-yeaf.
MR.,WILSON:’;That'svtrue; But this would remain
the last year under which the municipéiity‘directly
assessed persOnalfpropefty; |
  1ASSEMBLYMAN CRANE:F'WOuldn'tzthe séme5pressure
as Assemblyman De‘Korté pointed out céme”up next year?: -

MR, WILSON: ‘No, because in 1968 all we can get

from the State, barring any growth which we do not now

anticipate, would be the best that had been received-during

- the previous four years.

- ASSEMBLYMAN CRANE: . Unless we would change the
statute again.
MR, WILSON: ' Yes; ‘but there would be no occasion
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- to, as I
h'yoggnMr.

fMR~;WILSON~"We

See itf

Chalrman,

fASSEMBLYMAN TODD::
" than '677

h; that 168 mlght very well

collect more than’ls;pro

: package.

[The'replacemen

is- based upon the relatl

estate;,real estate'taxe

' aiwhole;

T

11, keep inwmind

ithhe”hearffuturefatéléast.ufJvfv:
Alangzthévsameflihe,,throughg?

suppos1ng 1968 was a betterrgrowthﬁyear_

“;Jl.

F?Assemblyman Todd;a

prove”to be a year 1n which
»-substantlal growth took place and the State wlll, therefore,
vrded for 1n;thrs;reﬁlacement o

tjformula‘forieachgmunicipality

onship'of]its_business.real

S toathe'valuesfid‘the;state-as.

| | TR
And it 1s on. thlS bas1s that any growth factor

far as I can see,

ASSEMBLYMAN'TODD:. Mr

is encountered by the mun1c1pa11ty.,fItUsvaﬂratherfawkward’

'_formula:but_rtfs:as_goodyas-any;that can,be;devised; as

I agree with you that itgis!a:verytawkwirdﬂfgfmula' .

"Wilson-and_Ivhave:beenft?yingxto,figurejitseut for -about-

‘six months and I-can't‘sFe_where One_singﬁeocent is going

alongwamd

precludefitf

!

to be distributed under that formula, s5meﬂhin97willzcome_'

i

What is your reactlon to the 1dea of percentage=*

‘return based on the 1nd1y1dual munlclpallty percentagey

of bu51ness as. opposed t

l

o total assessment‘rather than a

flxed dollar flgure as the leglslatlon now reads?

| 3 _
o oa
[

Syl



41964e65-66,'we,113say. that 1f the bu51ness personal ik

"~?MR:"WILSON-- Well, actually, Mr . Todd the formula ’

:does 1nvolve a percentage rather than a flxed dollar

formula.® ~You' re speaklng now of the growth formula._gtl{

ASSEMBLYMAN TODD'v,I%amttalkinguof.thc-initial“ﬁ‘"

save harmless formula.;-s*TV7fn'

'MR. WILSON: Wellf‘it‘seems te*me*that.that'might

-produce approx1mately the same result 1f we could use,;-
‘through leglslatlon, the percentage derlved through

‘cons1derat10n of the 1967 assessmentsf

ASSEMBLYMAN,TODD:"NOW what Ilrefer,specifically :

to is the legislationxthat's’just§beenhintroduceduthat in

effect~sayS*that,‘I?ll"use anhexample,ﬂifixfcommunitYniné,

- property is 25% ofrthe'totalyassessment,“assessed,yalueaﬁr

' of the community, that each year thereafter, under the

save harmless provision of the 1egislation; that community'

vorfmunicipalityfwouldfreceive'25%ﬂ0ffits totaliassessment

back each and every year;..So?that'if“thefaSSessment;Vg

'grew”so would the~dollarareturn,growﬁrather'than be

frozen to a. somewhat artlflclal dart- throw1ng method |
of 1964 '65;?66‘or'67.“

MR, WILSON: I'd like to comment. May I explain

that mylanswers:toﬁyouraqueStionjaregobviously of a
ﬁpersonalﬁreaction rathervthanpthat necessarll?‘ofvtheﬁu
7League of Mun1c1pallt1es where’ there mlght be some arguments:?

‘thrown 1n,’ But I would be 1ncllned I thlnk,,to favor‘such
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‘a thought Therefareasomeﬁ;onmunitiés:and}Iim.thinking‘ -

of those who have perhaps}suggested lt'?:hézéféiﬁ§ﬁ3fﬁil¥f o
developed where they mllht feel that they]wefebénﬁiﬁjed'tof“"’f
H;F'a greater percentage belause of the fact that they w1ll bet”‘“f°“
‘ developlng 1n the future,‘perhaps 1ndustriaily or com_j?}nyp_ui

merclally, where”ﬁh "ght be entltled togﬁore;than thejéagyrb’

percentage they were rece;vlng, say 1n l96?r‘Whi¢hoW§$?ﬁhe

year of the freeze.i3t}bdif;:hyrtyffr_yfﬁ_f;n,f,fiff‘7""

| ASSEMBLYMAN Tong;QButqit'sfstiilﬂbe;téfbthaﬁ_gf"‘”'

dollar flgure. :-fzjf,;5Q3Qf15{fg7ff“'if;¢‘@j}wv

RN

MR WILSON-*-ifmjrpélinedf#ojagreéiy,lyiikauxffff::

percentages better than dollars,71fagree,sbecause,thisﬂy;ngi‘ﬂ N

takes 1nto account a lot of factors that canttsbejforeseenf;jf°“»f‘f';ﬁ

otherw1se.~ f

ASSEMBLYMAN AP? Do I understand,you correctly tojffgf?t

vbsay that the formula as 1tvnow enlsts; oreantlclpated to Agi”fhff}7i’5‘
-be,lmplemented‘ already has a growth factoribu;;trnheVgntbu,.o:ﬁi.¢,
,r= though‘You can't understand --'Y’f‘* - o o |
“ B ASSEMBLYMAN TODD-" On‘the ekcess; ot
‘JMR:>WILS®NA7 Th1s would only be'forftheieécess,lyes;ph

that's correct

ASSEMBLYMAN FEKETY° MrifWiisoh;gthisfreplacementﬂ7"

package that has been passed do you agreégthat thls dfir-;i‘ﬁ_atiﬁp

puts a- mun1c1pa11ty 1n better compet1tiVéﬁpos1t10n w1th ff.i‘

other munlclpalltles throughout the Stateﬁ”;im p;ﬂfpg"

O
|



*

h ﬁunfcipallt;es.: I thlnk thelstate plcture 1s 1mproved by;fv
virtue dfibéiﬁg-ln?aeﬁqre*com?ﬂ
ﬁVfﬂs;iffyéﬁfQiiiiﬁéfﬁ;#fﬁééfbcéonééégfiﬁgtfééﬁﬁéps?inathe past
"ffgoﬁé7aséés§o%sfha§e#hot?Bééﬁu;éfgs%iaﬁéﬁéiihf&ssess;nglv
‘,;flndustrlal propertyvas they“mlght have been,{or ﬁaybe too;a'

',istrong Yes, there were 1nequ1t1es, there are bullt -in~

,rbeenyho*competitian excepﬁ.tax'fétesibf,effectiventax;raees_;r”
- so far as 1ntra—mun1c1pallty competltlon 1s concerned

'1is} I thlnk just an effectlve tax rate, thrs~chpetltiVégj“-3ﬂ'”'w

MR WILSON- 'Oh no, not w1th respect to

*tlve pos1t10n w1th our

inequities in this area, But I think basically there's

5situétion, basicallyg | naf‘?ﬁ"*f'orfffff*.ﬁiﬁffV*W Of'??jf

. ASSEMBLYMAN CRANE: Mr, Wilsen, in your report ”

'u'here'YOufcite:examplesfOficommunitieSminVBergeﬁ Countyf ;fjf”
"partlcularly that have lost money through the 1mpos1tlon
"of thlS tax._ What 1s the reason1ng? Isjthlsfbecausejofffth'

growthrOf‘lswlt;because of”increased‘taXation5ratGS?’"%

'-MR; WILSQﬁé The flgures quoted here, Senator,.are R

. those that will léSeﬂuﬁleSS”L967ﬁis-inc0rporatéd as;an;‘**

'altérnatiVe”year;j

ASSEMBLYMAN CRANE? Whyw:.ll they lose, because

'"of the 1ncrease7nﬁf"

“'MR;TWILSONéﬁvBecauSéftheir5ta§és;fnii§67’Were*theku-*

"best of the four years that I'm talklng about

ASSEMBLYMAN CRANE° ‘.Ot»because-Of a,ratejincréaserf* |



»f,inftaxation;,

MR, WILSON- Partly, yes. .
t |

ASSEMBLYMAN CRANE.T:perhapsfgrQWth'And;rete.-“"‘

e
MR »WILSON-»? Jowth and rate._{But'x would suggest EE

o that the spec1al rate whlch was applled ta{personal property,f

"7aforsthe.last,twp,or,three;years_hasgcentrtbuted substantlally""

e
.
1

[’te_that*situatien;

ASSEMBLYMAN CR?NE: Yes; The secpnd question would

":be other mun1c1pa11t1es of the 567 in thef

-

,e;:galned
MR WILSON- AQAin;fnot;fer7thisvféaéon:becéﬁSe77 -

ASSEMBLYMAN CR@NE: ~ Save harmless.

IR
i

'ﬁunder ex1st1ng statutes they

MR WILSON-—-may select from the-year 164, '65
“_or’t66;_ We're urglng only that '67 be added asvan,e‘j

h‘alternatlve year because thls,,I thlnk forimest municipalities

_will havegbeen’the‘besthear:frqm arperSQnal.preperty"

: standpeint."
' ASSEMBLYMAN CRANE: What I refer to is this, you

 have mﬁnicipalities_thatraresdec;ining;ﬁthat‘arerleSing.{'

V:rétables,hfer‘ekample,,eé.ft

MR WILSON- ~oh, yes, I'm sure.

<

?egtff“4~;_

| ASSEMBLYMAN CRANE:aié-tand these municipalities

tmay:stand to ga1n~threuqh:piekihq-the”best year;ft7},

S

o



)

MR. WILSON: Well, they- now have the alternative

“of Selécting‘therbest of the available years.

ASSEMBLYMAN-CRANE:* So we. would have ‘some contra-=
indication as;to your eXamplesvofgthé:losses;‘

MR. WILSON: No,'there would not be any contra-
indicatioh,fSenator;~ The.losseé‘thaﬁ?are'mentioned.in this
repoft, sir, are based upon what is lost ‘as a'résult of 1967
being better thanfahyfof the other ‘preceding years, '64,
/65 and 66,

ASSEMBLYMAN,CRANE:’tWhat if 1967 is worse?

”MR; WILSON: 'Tﬁen‘they would still resort‘ﬁb‘oﬁé
of the previous years és‘their bést-year.~n..

 ASSEMBLYMAN CRANE: So théy would pick their best
Year'Still;"~‘- .

"MR, WILSON: Correct, I suggested that it be

left alternative.

' ASSEMBLYMAN CRANE: ~ Thank you.

:ASSEMBLYMAN:APY:‘ Then{ejust so I'm clearﬂqn‘this
say'fiveiahd'a‘half-million we've beeﬁ kicking~around,v This
répresents_thenﬁlcould ré?résént,in-large.part’acﬁual’tax‘
increase in the municipalitiés.‘ Iﬁ”s.avtax dollar;return _
‘We're talking: about. |

 MR¢»WILSpN=.erSJ.thath‘What'we“re‘talking.abaut.

ASSEMBLYMAN APY: It's the actual tax dollar based

“on what they tax --
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'fiﬁexempt property

:MR WILSON'
aSsessed value'but~on’ta
. Mr. Chairman,

”,aSFto whether"IﬁhaVe“any

fvrevenue mlght be ralsedﬂ.v

ASSEMBLYMAN TOD

v*'gettlngvaround to that
» | MR WILSON*a
 lately ana B ishopppi‘ke 4

‘fmof'New York*seemS'to’be

9Ya;*I m: about to propose somethlng that w1ll

b-=be palatable but I thlnk

o !_.p,‘_
{

‘Tax. dollars, correct; -

Lx;dollars,vthatjsf

won't somebody ask me|

'fsuggestiOnsfasuti

D

'boy'MagaZine;lahd“

 Yes, I'll ask. I was just

,llpj!ye beeﬂsreadihg7

|Not on the

correct.

a question

3iWHéré‘SQmey_

some books -

;aa:ajvery?ihteresting'article-p&fv

MaYor Lihdsey'of”

gettlng on the bandWagdh;:aﬁd5

i?pAnd I agaln want to make thlS abundantly
o ) /‘ ‘u;‘
,_QpBergen Record reporter 1s.here, that I am"

not

1t's somethlng that

necessarily -

s inevitable.

"lear/ ifpthe;;,f

not speaking

"7ffor my governlng body when I make thlS suggeStion]fthat'we

ﬂ?glve some cons1deratlon
'1Fexempt property, and - I g

! meahgr;ght across;the

”*?citizehs»—lthese*are unt

tortaxing sOme~@f]

'*;fcérhed But I thlnk we

= to restorlng to the ratables some parts o:

And I

”2_now 1ncludes such exempt property as that

,fpthe Unlted States Power

S w0

have got to glve
]

haveﬁln}mlndvthewp?é

Squadron.

lolnot¢e2clude7chur

ouchables, so far,}f

vthg presently
hflahds, and

!
Lo Lt e
board except Veterans,and.senlor-v.:

it consideration
sent,lawtwhich;,.
belonglhgrtov

I don“t happen to be

&



1atmemberfbﬁt ivreepectqit;yeryxhighiyvsineehl_am;gxboatman;;;?“
xhutfi,de not,think_theglawsVofJthefStateybanéwﬁiersé§ﬁ?E* 3e
:Werefintendedfteqexempt.agpomerﬁsquaarqn:aefanaeducatienal’
B in_'s‘t-i_tn_ti:-_tbn | | | | “
| | ~_I,w§nid_alsbaiike;to'cast atVOtefen*behaln;of;aji
'taxféonventiOn,i:The-Leagpe hae 1ongfsuppqrted»thig;f\Andlfg
p-mhilthhere,are;ﬁeffconrse,.edme‘reeeryations;nthesame
E‘gentlemen who make tak‘laws are: probably.901n§ to be
-Qfservlngvonfa~taxlconventlen; but I Stlll thlnk that the
. whole.tax plcture of‘the State of New Jersey needs ﬁft;@ﬂ'
eons;derable'rev1ew;v And gratultously may I add that,:
"ah appraiser; I am very happy to. partlclpate, along w1th g

'gother profess1onals, 1n the payment of the un1ncorporatedﬁ7

buslne,ss »t-'ax:.- S
L Thank you very much , fg,ﬁﬁﬁ;g}ﬁ_xﬂfEEf;:'egmﬁ
ASSEMBLYMAN APY-r Could I ask one other thing. '

further of Mr. Wllson..

Theflrst SuggeStJ.onthat you justmade f lsone
rthat-Izhayéfbeenaéivrngase:rouaeeonai&eratibn'tcfmyeeif:anh
anhamenué:thatiSheﬁldﬁhefopené&‘up And I would be mosti7;
‘nlnterestedﬂto.the extent that T may 1ntroduce 1eglslatlon'ﬂ
h'ﬂ,to_startmusalOng_thls readvpf_rey;ewlng this>exemptlpn<;h
.-'éf-ﬁeiigiéns-and_charitable‘brepertieéafrompreal,estate:.;’
‘tax, andai;ﬁpuld;he'most,happy,todhave*you‘paee~onrtormef

vaHY“Squestith-that youfmay”haveiasbtéltheﬁdiréctionrthatfib
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"p'on the 1nformat10n as to what the valuatl

’”ﬂthisyShould take:orblif the League has any}specific¥f~;

’ suggestions}\inequities that they can p01

;vStateJOfSNew~JerSey}‘becauseyIfam~famIlla

1articles»y0urreferred.to - you khowfl,get‘

lotfof’those'arefnationwide and ifamfmost:

:*the State of: New Jersey;filﬂiu‘“":

'
[

“MR. WILSON- Allsright Thank;Y :

- Wlll be VerY happy to suPply you with" anyk

© can get.

' ASSEMBLYMAN FEKETY: Mr. Wilson,

 assessor? .. 'fT»‘f“ﬁi,»7-~*
’JAMR.LWILSONéﬁ That'srcorreCt:”

ASSEMBLYMAN FEKETY' When you ta'

B property, how much of the exempt property

Cdis?

‘,MR;IWILsoNe Very 11ttle of 1t

_most tax revaluatlons conducted by profes

_Hrevaluatlon flrms do not 1nc1ude an appra

' :of exempt propertles.livut

ispeaklng the values dlsclosed on the tax I

t,jlnaccurateaf-). ‘
v g ‘
ASSEMBLYMAN FEKETY-* Actually we|

'.1nformatlon as to how much of thls pr0perfj

X

MR WILSON-' Tﬂat's true...Ifam‘
- ‘ , ; v
|

.1n fact my recommendatlon here would be tr

4.
i
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ith the
3Yb0y*;;,a»;

ncerned with -

ery much. I

EormatiohfIlf?f

l.are. an -

3about,exemptfh,.

up to datez.;

g:f the property

nfortunately,.

Al

henerally’ -

:tg‘éréfhighIYf _

is exempt.

imit the

1l or evaluation

Vetﬁoﬁupéto—date'*

ng to suggest,

%



assessméﬁts iffthis ébér~£urnea”ou£”t0"be éipéfaﬁéﬁléhﬂ:
‘thought, perhaps just to the land without penalizing the
glbrifiéd-bﬁildihgéwthatafe'50&e£imeé”éféc£ed;ﬁtﬁu£ff o
think to étafﬁ'6ut;“atMlé§ét,?it‘miqh£‘bé‘ad§i§ébief£o -
cdnSider‘assessiﬁg'de%lthe.lahd; And frémrmyvown
'standpoint;vi £hihkveveryfﬁin§ ékCept pﬁbliély‘bwﬁed
’propérty'shou1d‘pay”a téx; | |

SENATOR ITALIANO bid you say al_l"‘ "e'-xcép’vt:publicly
owhe&? | |

MR, WILSON:4 I thihk_pubiiciy ownéd pfopefty :
: should:obViou51y“be ékempt)'tdtalif.v, " N e

 SENATOR ITALIANO ‘In other words, you would be

in disagreement Witﬁlany staﬁé authdfiﬁy thét.Wéﬂ£ into
a muﬁicipali£y énd Con&émned property‘andftookioVér:thé@%
particular éréa, with reqafa to property théy'd:bé':
exempt; There wOUId be a loss Qf ratébleé dﬁ‘théfb00ksf 
,in.the\mUnicipalify and y5ﬁ WOuld'be oppoééd £o any'tax_
aSSeégméﬁf.bﬁtﬁatvprbperty.‘ FOr}instan¢effthe*D@i&&éréj;'
River Port Authority ih_the City of Camaen hangone in
there aﬁdihés5coﬂ&emned area aftér aréa £6‘run'a speed line
.throuéh'an&'wéehaVé7Ibst'¢onsidefablé raééblés’as a
-fesult'Of”this;IWiEhvno'réplaceﬁent:démihg‘in, aﬁd“you'v,
'.wouldfbe 6ppdse&;t6 o | | |
| "MR. WILSO&Q'.Nojmi cérféiﬁi? woulé‘ﬁd£'be~OPPOSed

to assessment of it, no. As a matter of fact, I do think
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R =P

| that municipalities, county seats,for exampl

e,fwﬁidhpg_u:?

~ house vast county installations and, of course, state

~ properties -?I'thiﬁk"theté,$h9ula_beJSQﬁexreimbufsement,a’;jﬁfx,‘f”

pto the munlclpallty for theseiareas:pccupied

;'ét:leéSt

o ASSEMBLYMAN CRANE: M;;vwiiéon;‘with regard to ]

1fyour“remarkS»a few‘mlnutes_ago;abOutptaxjconventlon, I

“f_have sponsored leglslatLonstozthatﬁeffebtpénd I would hope

tv_that the members of the Leglslature, exceptifor the two

'V_appolntlve pos1tlons 1n myﬂbill,vwou;d_ngt‘

nbecause the:reason for,the-tax_cOnyention,gin my opinion -

g e D T
sithenreasonrlﬂsponsored'1t'-,1s*toﬂget»a;w;§eu

un for this

opinion on

1ﬁ’faall sorts of dlvergent 1nterests throughoutfthe_Stete;an@,'“ff7'ﬁ“°m

,:»to get also,rconsequently, w1de support forithe_recomé .

| mendatlon of the tax conventlon.‘ So the'u{

"the Leglslature as the onehwho-wou;d;enactﬁthe”léﬁfmékiqg

i
‘ S | o

fff;MR;fWiLsoN- Well T am glad thattY)ur{hill,is;’

1 S

7aS“broad'asuthat'and I am certalnlyibehlniQin

“.any cooperatlon that the League can afforigsig

‘ . .
ASSEMBLYMAN FEKETY‘- Qnemmoreiquest

frireference to exempt prOPertY-‘ If a~municipa

*f-tax the land thls woulﬁ be ‘added tax dollar‘

' MR.'WILSON: v Yes,uunder the pre:ent

ASSEMBLYMAN FERETY’* The county WO\U'..
'ﬂ‘as ratables and the county would get more ﬁoi

N

i
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ion with
lity were able to.
s to the city.

;;SYstemr~f]f,'»'

A

14 look at it
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At

e

broader based real estate tax.,

 to,replacé whatevérflbééés"fhey"édstainédifroﬁ;ﬁhe

MR. WILSON: ~Right.

ASSEMBLYMAN FEKETY: The state, in turn, will

" look at the increased ratables and give you a réeduction

?'in‘schbdlirété’beCauSe'of”%he{Sbﬁddlfraté?fbrﬁula;i“f?“”w

' 'MR. WILSON: Well, if it'works that way.
Unfortunately, that's the way it would have to work. I -

don't'khdw~bthWhé£-ybu‘migh£”§n thé7l6ﬁg rangé:;ﬁfifFQSuii”

" were so bold as to undertake this, I think that you could then

review the entire picture on the save harmless provisions

~of this law and perhaps ameha'tﬁem'SOméWhatﬁté*C6nSidéf§3.‘

‘the benefits that the community is receiving through this

LA

e
8

' ASSEMBLYMAN FEKETY: Well the over-all income

_WOuld-;;fthefoniy:mdnéY>dérivédkby"the'stété'Wduld'béﬁﬁﬂ%;

 saving in giving less money to the local school districts

replacement taxes. -

©© MR, WILSON: ' It's inconceivable that the Legislature =

would leave the money in the hands of"tﬁéhﬁﬁnidipalitiés[ 

of course.

[

. ASSEMBLYMAN EVERS: One last question, through

you, Mr. Chairman. VYdu'menﬁioned}kMri”Wilédn;"that you

,wéuidyCthinué”fpﬁbiidlyméwnéd pfopefty‘asfexem?tl'“

-~ 'MR. WILSON: Yes.

o

' ASSEMBLYMAN EVERS: Would you ‘care to comment on



":payments‘ihﬁ;iéufofytaxeSiWhen.the;state;takesroeri

'hgjproperty, suChfas”GreeniAcres?;;u?{ifﬂ
MR WILSONo» The League has supported{theginzlieu‘—

e payments. Senator, for many years.. Of COﬁ?se;fitkhasgélwéysf'- FRE

1jbeen frultless untll now. These blllS haVeﬁafhabit of

A

1i’gett1ng burled I'm sure, deep in the pll?;:EUth§¥uuif'“ iiiuuﬂ"

_yr;certalnly would support ln»lleu payments,uas'Ihgaiai,*&f-tT

hﬁgubefore,rby the state to the mun1c1palltleshéaa]ééft&inliv3;pf‘“
_¢jby the county to the county seat or perhaps the locale

;. usof a county college.,5ifth1nk,that{there:Shérld be ln-lleu‘b

l:;, payments 1n a much broader fashlon than theytarejpowi_;fl'

ASSEMBLYMAN EVERS-‘ Thank YO!T_

ASSEMBLYMAN TouD-1 Through you ‘Mr. Chairman. . *

I

Uh:We all enjoy the promotlons..f There havefpeeu,a;couple[‘“
- AT

.ere thlS mornlng These are all Assemblybenpéveﬁghéfeéf"

MR, WILSON-~'I"am;sureithey,asp>

ASSEMBLYMAN TODD We are very pre

'hg;partlclpatlon 1n thls hearlng.,,f"'

MR WILSON-~'It's_mygpleasufe).mf;iTudd,;;'u,”;~

SENATOR KAY: | Thank you very much, Mr. -

'Wllson.i, u;;;yy; Tafﬂ;”:_a'4fguﬂ§,jaw%tktv‘

_ R URE N L AN A
' IR N VS e 1 S T
*7we$Willﬁnow.adjourn;forxlunchr;;lt‘*?about'
S A o I A

3~foUr'mihutesgafterione,h}j1WeﬂWill-reCOnvehevat L 45,"

ARh. v . AR as
~ and the next witness w111 go on at 1: 45 _,i]m d01ng the

vbghestulecaanithfthe;iist I have. MarrlottﬂHalhesgls-next}

',(Récess for lunch)
S 106




BT T

Afternoon Session

SENATOR KAY: We will reconvene the hearing and: at this'

- time may I ask that all parties take seats, please, within

the Chamber.

. Mr. Haines.

M A RR IO TvTA - H A I N E S- o Mr. Chairmanﬁand members

of the Leglslature- My name 1s Marrlott G Halnes, Assessor,‘

_Clty of Vlneland and I am representlng the Assoc1atlon of o

Mun1c1pal Assessors of New Jersey.

I am accompanled by several members of our Execut1Ve7@§5.

’Committee,.lncludlng the Pre31dent of our Assoc1at10n who is

!

. seated at my rlght, Mr Danlel Klley, Assessor, Clty of Plalnfleld"nv

N Our statement is as follows-‘ SRR : vf; ,,~‘_,aw

Assessors agree there 1s llttle to concern them dlrectly o

.jln hllls and proposalsrto repeal those chabters in. the Laws”
vof 1966 (that 1s, Chaptensl33 134 136 and 137) uhach pr§§1aé-i_:"

57the Four-State admlnlstered sources of the revenue to dlstrlbutehfﬁbfn*"
:.to munlclpalltaes;askahreplaCement.rorlocallYelevled‘and col—i.
_lected;taxes on BusinessoPersonalty,':The issueelshnotlinvolvedc. l”

:w1th the bills for repeal Aiflthere is an~issuenat'allrwhich o

concerns New Jersey Assessors, it is the'replacement of”the'ii N

revenue loss by the repealerso If the replacement of the

.1ost revenue is 1ntended to be supplled by returnlng the admln—;;

1stratlon of Bu31ness Personalty taxes to the mun1c1pa11ty,



e
I

'fthié'ar'iﬁ'part; assessorsgare.diwided-on whether they want
v,thefwork~back;-:Thé:gueStlon\ariseSQWhetherNSuChfa replacement -
5§r any other would;supplyfthelnecessary_moneyytpfprcvldejthe+

?same‘level:of inCOme for"municipalities‘as'lsrgowfprovidedﬁ_pﬁ.7

| by the ex1st1ng tax package detrlbuted under Chapter:135‘of~

the Laws of 1966 It 1s noted that leglslatlom suph asv,

uAssembly Blll Noe 208 proposes a. rev1s1on of Cﬂapter 135

“whlch glves each mun1c1pallty the best 1evy of lPG4 1965 and
} ke

.;1966 to 1nclude the year 1967 in order to potentiallY.lncrease-f."

“the save harmless level Py

J

*_r‘In general, assessors‘would prefer not to>tahe a position

lon theﬂrepealers themselves except to p01nt out that repealing-d
';the”taxﬁproduCLng-meaSures'would be-calamltous*in terms of
. o i - o R l”"

‘State ﬁlnances con51der1ng the obllgatlon under Chapter 135

the dlstrlbutlon statute,‘to 1ndemn1fy the local tax1ng o
dlStrlCtSn On the other hand 1f the obllgatlon‘ sgrem¢Veq.f

'dby the repeal of Chapter 135 as well,:lt would be calamitous,ati-

3the local level If 1t is. suggested that thls fiscalVVacuum, '
; could be fllled by returnlng Bu51ness Personal Paxation'to.the-
’Vmun1c1pallt1es,'we wouldﬂhaVe‘to remlnd the legislators that the <
. . . : : A .“ L

% AR 32 3
'5last dualmrate ratlo~assessment formula of Chapfer 51 dld not
' work and that was adopted as a solutlon to the prohlem,,the

flnequltles and 1nadequa01es of the orlglnal personTl property lf

i S . B Lo
"leglslatlona- Because of the domplex1t1es and t§pes of dlstrlcts

"lnvolved in our membershlp, there are mlxed feellngs among

i
¥
|

~



 nassessors,about’the,proposals’fof'the £eturn of;persdnal Wv
proéertyntaxation to tﬁé,local~lev¢l.} If the»L@giéiature ,;»v:
seriously considers‘éuCh a propOSél, we would havevto.éares
fﬁllY»review1Whatgwé would recommend as taxfadminiétrators untii 
the effedts‘of the repéal'or modif;cation.ofvthevexisting'package-.
 can be deélt by compensatpfy legisl-ationo We would, theréfbre;”v.:
be against proposaié-EO'repealfany'of‘the Chapter 51 repléceﬁenﬁ
taxes. E.

In Vi¢W of‘your‘committee“s function and the-oppdrtunity _.;;
£hié,tes£imbny.presen£é; it,seéms»like-a gobd time»tolméntiohﬁs
fbf cbnsideraﬁiOn'observation$ that have alréady;been made.with
" regafd?tQ ﬁhé‘éfficacy~of the~pre§entkformula,~‘The repla§em§nij
Hfunds;distfibu#ed'té £he‘taxihg distriétsgare-evennnow‘déemedxggl
inadequéte~47ﬁitness'the»proposal to”édd 1967 to the years éni
WﬁiCh’thé'SaVé harmless formulé is-based,f One-ofvthe;fea50n§ﬁt
'_ﬁor ?his_is ﬁhat.the advahéeé'in‘both tax ?atesvand,aésesséd;=;;;-
7va}ﬁesfha$ fartbut4stripped,thé;advahce in,collectionsgorr
"‘.pfdéééét of ' c‘é’l‘iect ions ai:,- the figed ':f-a{t'e | of Sﬁate-alcli_mini}svt:ered?
.businesé'taXes‘ To put,it,anoﬁher way, if businesS~person§lty i;
WeféitaXed:locally.eVeh ﬁnder the ratio assesémenﬁ’and.thew.
'stabilization providedvdepreciation alloWance,:the.loca1 :, 
ratesbincreasing_substantially from year tovyeaerOuldjproduce O
 ever;increasing févenue.proportionate to»the~budgetarymdemand;_

It is suggeSted that a means be sought to more Closely link

3A



. answer them. -

“revenues from business and industrial sources to the increased

diaéﬁanaeand‘thé”éxiéting egénoWy~éxﬁaﬁdinggihhaﬁ”inflatidnaﬁy;,rw_v,.

“ffbs?iral,

. 'This ends our statement. ‘We want to thank you'for this = -~ -

_ opportunity and if there are any questions, we will be happy to

BT

'“»SENATOR“KAY:xfThaﬁk?youg{MrggHéinééL

Does any member of the Committee haVe‘ény?queStibns2?j ST

. v._:Assenlblyman Cranea .,_ S S ::‘f lv, B .'-. S

ASSEMBLYMAN CRANE' ;Ihhavéjafqﬁéstidp”ghdjitfiS¢this{*gYod,fﬁ

"°ftalk’a%Outythe“questlon*arrsingfasfté}Whethérirgfh

o supplythe necessary money  What has been the experience of your

e01ty 1w'the replacement packagé?"'"

|
AL K NS RATE IE A IE R Y |
MR. HAINES~ 1966 was the bestﬁyear?fOr4myﬁpéftiéularf“f*7

‘ftaxihgwdlstrlct?and*l»can'glve an" explanatlon'aarttFWhY?ftf”z’

lfIlthinktﬁhere?arefotherbmuniélpalltles that have haqﬁaﬂSimila;hﬂi’

*Féxpéfienée;Lfmanyng§6Qf'holders of large 1nventqry?feund aégthef“n““

'resul£ﬁ0f¥thé?énaetmentjof"chapter 51 that they'éeﬁldfgeﬁjaloﬁq@a

’;ASSEMBLYMANiCRANE;HfBut what has been VlnelandfsfeXperiencéf;f \

‘}fas”féffés“béinngéVediharﬁless,so-called by the

Lol
;Feplacementf
ijackage’ In other words, have yoqua;ned;mqneyydrfipstfﬁOneY?iyf'

MR, HAINES:  We lost a little.

acement-would =



]

AssEMBLYMAﬁaéﬁANE:‘wwdﬁldayou.know'hQijuéh?ﬁ“*~f~4
. MR. HAINES: Vés, we lost the growth.
ASSEMBLYMANfcﬁANEs ‘Wéil;‘what“WeféﬁYdurfloséesyfhon--’
many dollars?
MRO'HAINES;l:I7wOuldfhavef£O'puliza figure 6uE;df thef";
air,to.ansWér'YOUfﬁqﬁésﬁiOQ} éif@~"Bu£ I do*knéw~ff6msdi3cu35ingi

it with our Business Administrator that there was a slight loss

(
\

because we=arefa.§rowing‘municipality; -

ASSEMBLYMAN’C?ANE: HaVé yoafany suggestions as to what,{'
ought to be done as far as your position as an‘asseéédr*ial
concefned'forrthé curing of some of the ills of<£hé‘répia¢ememt
vpackage? B | » 4_71:_ EERN P

MR, HAINES: Well, sir, I dph’t want to circumvent your
question, but as an Association wéfdidn“t'feel*thatvwe‘werégi'r"
involVed with the replacement package to that extent. CH

ASSEMBLYMAN9CRANE3’ How about you individually, your ;.
‘individual opinion?

MR. HAINES: 'Indiﬁidually, I would sayfthis;‘that»if:“
there has to be a replacement,‘I_would”hope that it will be’
other than aqainst real property.

ASSEMBLYMAN CRANE: Thank ‘you.

ASSEMBLYMANTGDD:"’ThroughFYGu,'Mr,“Chairman1— Mra“Hainea,
"in considering 1967 as an additiohal yeafﬁ I assume you would like
to see that includéd?

MR. HAINES: I have no objection, sir,

5 A



b

%
| ASSEMBLYMAN,TODD# QNQW}I;ddﬁ't_waﬁt to rehash a lot of SN

'volduground, but-Iﬂhave‘been-tr&ing to .get as many cpinionglas"‘, » o

I-canxregarding.a,percentagejsave.harmless fqrmqla

|

- a fiked do1lar5saVe‘harmless fFrmﬁla so'that ﬁuniéipalitieslthat ‘f_

R RIS IR .
cont;nue;tqggrow wouldubeaable«to'contlnue,to,ta

. advantagéfin‘theirzgrthhg__DO}you_havé"any feéiings on this

or opinions on this? P

MR, HAINES: I think that the percentage factor

~would be preferable. I,haVe-npfsu_gestionsaas~t;

[ .
|

percentage factor should‘beovblﬂthinkuit would mbre~adequatély-'

:

récognize(and\giveathemmuhicipality‘the»benefit i

I

did have a percentage faéﬁor,‘k

ke

what that

some parochial

growth if we

- ASSEMBLYMAN TODD: Through you, Mr, Chairman - has this

' réplacement package.cfeated'any_particular,probl

3

‘assessors? I s

vgﬂnRQ HAINES:,~NQ1_I“don“t‘think sofbecaqsélt01311 intents_

ehS‘for the . .. .

and purposes we are out‘of-the picture'so'to;speakp“We“Were onlyvj'“

required to furnish a list of potential taXpayérsitoftheﬁstéte;

That we have done. But it has created no‘pther-problems'dn

P

the local level. N

. ASSEMBLYMAN TODD: I have no further questions. -

_ SENATOR KAY: Thank you very much, Mr, Hai

MR, HAINES: Thank you, gentlemen.
 SENATOR KAY: ngiAndre¢7Preston;»

|

rather“ﬁhan ’ iR

I 7

.«u'.‘



| | | o B

ANDREW J. 'PRESTON: I am Andrew J. Preston, |
: v ' - |

President of the New Jersey Pharmaceutical Association. I residF"‘

in KinnelOn;'Néw"Jerséy; ih Morrié'CGuhty'aﬁd I owntPfésEcn‘é;‘ !
Pharmacy'in-BOOnth; New~Jgréey@ R | |

I wish.to thank thé'Committeé°for the pfiVilége bf:"
vappearingvheré'befdre‘ydu, Senator Ka?f thé Chai:man;iahd’
‘Assémblyman'Todd, thé Co;Chairmaﬁa  |

I would like'to'relatewhere.that‘thé testimonfjl’am“:”
giving here this aftérﬁbon'is'relatiVe to £he'uniﬁCOrpora£éd_ R
gross reCeiptSZtaX;’ Although'it is1ndt wriﬁténiin £he'tésfim6hyf'“
here,v17would like £ovclarify a point that Aésémblyman-Todd ﬁ$’““
raised ﬁhis morning that is’rather:important°t0‘thé'point weéﬁ*i

wish to make here, that=bn $100 thousand Of'grbss‘under‘thé°$

BRI >

unincorporated gross' receipts tax, the amount of tax is $2507¢

per $100 thousand, not §125. @« < L ocoe <o i g
'ASSEMBLYMAN TODD: - Just to-élarify that’point;Vthat‘waé! ‘*

based on a net basis., =

MR, PRESTON: I am bringingrthatfout simply*bé¢$ﬁsévwe‘"
are resting our casé on.the premise that very many'busihesses,
have a éﬁa11 markupvand that they ﬁéy haVe‘iérge”grOSéASéle$ '
and thiS‘is direc£1y ihvol<fed°

The New Jersey Pharmaceutical Associatidn represents
approximately 2500 registefed-pharmacists"in\thevState from
amongst approXimately‘3300 act ive practicing pharmaCisté,

‘Approximately 1200 of our pharmacist members are pharmacists in|
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charge or owners of the 1700-odd community pharmac

: | State, ‘ N R

- we,hayéﬂnofdaté‘oﬁ{the
- Ehe numbef'which7are_uninéofp§ratedu
'in-theluhincorpofatéd’grgss,réééipts'tax;”this_mat

~ discussed at_one Qf;oﬁr[m§etings andgaPprdXiméteiy

members present indicated tha
@thef,half_indiéated’that‘the:
~ approximately 30 members pres

own ngWledgefof thosefbréSent, I assume_that*tth

a cfoggESédtiQn_ofvour memberShip,fth:that basig,
to assume that there:érerapproximately 800 to 900
‘the Stq;é which are'unincorpOrated‘and,which_érep

»forced»tovpay the £axfwe‘are,di5cussing atipresént

not most, of these pharmacies
say that in this aspect only,

-pharmacies are similar to the

ated retai1 businésse$'in the |State.

,?hé;uninqorporatéd_grOSsgreceipts tax fa1ls

. on retail businesses which in

éuppliers frém whom theyﬂpurchaSe1£héir{inventorﬁe
consumer whom they service. ' Many small retail bus
”operate on a gross ma;gin‘of¢207to 34 perﬂceh#,

_vthe.State'unincorporatedﬂgroSs receipts tax is tax

many tens of thousan

‘number which are |inc

~When we beca

t they were incorpora

y were unincorporated

~e o

ent at this meeting

are of3the one}man;t

our smaller unincorp

b

|

large measure trade

ies in the = -

ter was
‘half of the .
ted.&nd théf>‘_  

. There were

based on my .

‘represent

it is safe

pharmacies in. =~

therefore, -

. Many, if
ype. . I.would

orated - ..

very heavily.

‘iollarswbetWeénn,

3fand.th¢  

inesses

‘?This;means that

ing'the,

70 cents, more or less, invested in inventory which the retailer

orporated versus

me interested . .

ds of unincOrPOré*

L



is merely trading between the cOnsumer‘and supp’liei‘e Additionally,
the consumer ultimately pays the tax on the commodity which

he purchases based on the turnover which develbps”betweén the
wholesaler, retailer and manufacturer's level, -

The ﬁnincorporated business gross receipts’tax is unéquit-
able and should be.rescindeda Taxes on gross receipts are not
sufficiently flexible to allow for the multitudes of unique
situations which exist in business today. Taxes which affect
service-oriented non-inventory businesses in one way affect
service-oriented inventory businesses and non-service-orienteéed
inventory businesses in other ways. A gross receipts tax avoids
the issue of equity by taxing all of the various types of
businesses in the same way and, therefore, creates a hardshipax‘”'
for some segments. We believe that the gross reééipts'taX“
should be eliminated in favor of an added value tax, if the
State needs these tax dollars. Perhaps the’Legislature shouldﬂ
allow all unincorporated businesses to compute their tax
liability alterhately on either é gross receipts basis, if
this tax need be maintained, or on an added value basis, if
the tax need be maihtained,.

Since the added value tax was developed in France in
the mid 1950's, its use has grown on the European continent. Tﬂe
added value tax is fair to the consumer in that it does not
accumulate the tax on one item répetitiouslyo Each level of

distribution has his tax computed merely on the value which he

9 A



' adds to the 1tem (gross ProfltZ@?fThis?is;mostfsqﬁi?ablé,in;{;Qj R

,‘1nventory and commodlty handan?7bﬁsiné$$é$sjf?hefrétailihﬁsiness[3[j’i

»,would pay only on. the . dollars which»aétually arelavailableftogit; n,;f?‘*"

1wholesalers would pay only on the dollars Wthh”a?é&availgbierﬁéi:t
flt- manufacturers would pay only on the dollarsWhloh:are~availmh7*
::able to 1t | | | |
| a‘Wewbelievegthe_eonoeptlof;alternatlyeﬂconputationiothh?f"‘
,‘taxiisla;SOund oneé'tiné&sameyprlyllegegof;alternative;ssléotionlt
»of:taxbdo@Pﬁtétionthas’beeniavallablefthroughhtne,Federal;incomefd:,
ltanfforxseveral:years{:pEdt,exanple; thg_iﬁté;@aiy&évéﬁuefse3Vic¢j,'1
allowereaohfmarriedbooupleltoaoompute~their:taX"énba’jolnt or
f:indiVidual’basis;iWhioheyer:provldes‘the taxpaya#twlth the most

. lbeneflts, 1 e, thelleast;tax}llablllty._ The.InternalﬁRevenue
l:lse?yiee-further_alloWs‘eaenxtﬁxpayer tovmake thlsdeolsionyeachi:;h

'~f;,w¢u1a likeﬁtofadd;this,topthe‘written[StatementV_l:

';forthexrecordu—uit;is=notjin- rtbif#r#hér;éia?ifothé-pointﬁr17
vpfvam maklng;; An 1nventory—type business; therefbf{ pays three ?3s’
ftito four tlmes the tax on the money actually:ayallahle to 1t
acompared toaanserylcevhusiness where there 1s-llttle;or-no;lnventory;AJ
| | l would llke to 1ntroduce;Mr;Alyin_éeseryitherExeoutlye~
~secretary of the New Jersey Pharmaoeutigélpééspolation;l@hoﬁis‘]
‘}s1tt1ng-next‘to me.and,I»would'like;toathanhftheiComnlttee;ror;h

7'glv1ng us thlS opportunlty to‘presenththese°views,p'f

_Izand_Mr, Geser would bevhappy:to;answer any questlons
I
|
5
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to the sales or income tax aspect. However, if you are asking .

that you may have.

SENATOR KAY: Thank you, Mr. Preston.

Aséemblyman Todd .

| ASS EMBLYMAN' TODD:" Firstly, Mr. Preston, I would like to
cbmpliment you, Ybﬁ"afé the first 6ne that has really come =
before'us’tédéy‘ahd”offeféé ﬁé'én“éltérnativé:wéy out of é ” 
Partidular boxAihzsugéééﬁiﬁg a 51i§ht1Y diffefeﬁﬁ;taxlé£fﬁcture; *"?'
I would iiké; hoWe&er;"to‘ask you,iénd.you can answer'thislpéféénéily ~'
or'as head of youf Aééociétioﬁ; Wﬁicﬁéﬁér yoU’cthée;}WﬁétHef”thié ‘-
unincorporated business‘tax might not be écceptablé énba‘net bééisfb
or a’net'iﬁéomé baéisﬂfatherbthan7an added»Valde;'”Whéf}iSffﬁe

difference, number one; and number two, would a net=-income

basis for taxation be an acceptable alternative in your mind? =

MR. PRESTON: Well, I would like to answer that in °

this respect: BEarly in”l966;'our'ASSOéiatioh &ia3end6rsé“and -

recommend a broad-based tax, but we did not take-a position as

he ueticn ¥ bo vhich is Were smitable: Sccmariants or
anyohe‘hére thathéS §feéehtéd their storyuﬁonYACéh aﬁtéSE

to the féct'ﬁh&t"theineﬁ:bfofits"éﬁ'any buéinéSs; Qf’déﬂfse;f

vis more equitahie;' W¢ préséht this'éédéd5§alﬁéita§’é$"ah°6ﬁ£‘ '“1

for the Committee because as I mention tax after expenses or a =

net tax, everyone says "income tax" and it is a dirty word in

the State of'Newaerséy;and}i don't understand why it should be,

' ASSEMBLYMAN TODD: This is really my question. This is
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|
a nice out, but compared to agtax on net profits, to avoid the

phrase "income tax," is it an?accéptable_alternatiVe in your
mind?

|
MR. PRESTON: I believe it is the most acceptable

alternative to a tax on net income from a business

° -

ASSEMBLYMAN TODD;l>WQu%d you have any Objection,to'a

" change from this unincorporatéd gross receipts tax to a
‘net income tax? ’ e

' , i ‘ |

MR. PRESTON: No, I would have no objections to that,
, _ ~e = = : e .
no, sir. o L

| : ?
ASSEMBLYMAN FEKETY: In line with Mr., Todd's question
: ‘ / : tad

| } B
on net, you ought to give some consideration of| what percentage

is involved in the net unless}you:are applying the| old

formula of unincorporated_and!applying it to net; In other
words, right now the corporate tax is 3 3/4 per cent. Now

if'this were 3,3/4 per cent oélthe.net, wouldvyoy still be of
the same opiniqn? . , f,. ’ |
| MngPRESTQN;  i don't’éhink‘I aﬁ.Qualifiedvto answef-
_ | ‘ ; o ‘

YMR. GESER: Can I say éne'thing? In refefeﬁdé,to net

o S . { L .
versus added value, the administration of an added value tax

should beimuch easier. One oﬁ the hazards in going‘to net as

- related to added value is thaﬁiqver,the;period,bf years because

the legislators gre,human'beidgs,vyou develop a ﬁaXeloss:structure

'Which'gontains’something likethefFederal,structuﬁeﬂ'a million
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little loopholes = little or large loopholes, depending on how
you look at it - that ére a great hazard in the administration
and which ésseﬁtially_afe disgriminatory becguse they shift the,!
tax burden and in mény insﬁances they shift Fhe tag bﬁrden té
those who are the least able to pay and who arevéléo least able
to protect themSélves‘ina legislative promotioﬁalyt&pe of way.

ASSEMBLYMAN FEKETY: 'Oneother‘quesﬁion::’Has your
organization taken into consideration ﬁhe_advantages‘td the
,unincorporated ofvincorpofating?v Héé anyone inqorporated i
since the enactmeﬁt pf this law? H

MR, ékESTON:“I doﬁ“ﬁ kﬁow the ansWér‘to tha£F I know
there are some businesses‘that ére ;unning.écared and are
incorpéfaﬁedvmerely‘té avoid»this particular»uﬁiﬁcorporated tax,>”
But personaliy I have béeﬁ advised by my‘;aWYQr‘andAﬁy'a¢couﬁ§§ﬁtm
not toincor?orate under theée coﬁditions beéaﬁse it iévfeltv
by my advisors, ﬁy personal advisors, tha£ thiévparticﬁlar téx.
is so inequitable that this Cpmmittée might‘coﬁsider a ghénge in
. . , : o : v

SEﬁATOR‘KAY; bAny other»questions of'ﬁhisvwitness2
[No re8ponsé.] If-no#, thank you very much.-

MR; éRESTON; Thgnk yéua

SENA,TOR KAY: Mr.vGeorg'e Birmingham.

I trust no one will feel offended at my brocedure on the
list. I am doing the best I can and amlendeavoring to hQnor a

few commitments that were made two and three weeks ago. I cannot
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‘live by a time schedule, but ivam doing the best 1 can. .

G EoO ’RYFG’E‘ F.  BI R M INGH A“M::‘.;, 1 am George Birmingharnp
Treasurer of Hahne and‘Company,'a departmentrstore operatingr |
in New Jersey forithe past‘llp years. I appear:today‘in my
oapacity as»chairman,of:the Tgkation Comﬁittee 6£ the New Jerseyv
Retail Merchants Association,pan ordaniéation haying-a'memberf‘
ship of more than.300 small ahd large retaiIIStores'thronghout
the Stateo J also wear an addltlonal hat as Chairman ofvthe
Retall Commlttee of the New Jersey State Chamberfofvcomﬁeroea
I s1ncerely apprec1ate‘th1s opportunlty to subﬁitoour
:v1ewsiat thlS hearlng on a subject Whlch is of the'utmost""
1mportance to the retallers‘of New Jersey@ That;suhjeot‘is thev
' repeal of the New Jersey Retail Gross Recelpts Taxg a'taé |
enacted by the 1966 Leglslature and becomlng effeotive‘onb
recelptS'recelved on and after January l, 19679 ‘The Retail
' Gross Reoeipts Tax WasvenaCted,vas‘you know, as”ona part:ofha'
four;part‘tax package’designed to proyide snbstitnte‘revenue‘
tor»business personal property taxes under Chapter 5lyof the
Laws of»l9609 ThlS 1966 tax package was, in’substance, reoome
mended by a Governor's Commlttee on Local Property Taxationb
' appointed by Governor Hughes as a result of the gederai'dis;
satisfaction with the Chapteri5ijbusiness perSonalty tax‘

provisions,

Concurrent with the Go@ernor“s notification| of his intention

14 A




to appoint such a Committee, the Governor stated, and I quote,
"In my opinion, the Business Personalty Tax is not-a desirable
one because it is not a fair measure of'businessiéapaciiy-to-»
pay." This statement of the Governor embodies~the’first
objection'that retailers have to the Retail Gross Receipts Tax;
that is, it is not a fair measure of business cépacitysto"pay;t?
This taxation, confined to One'SegﬁentVOf the businéss'popuiation@.
takes no account of earnings or net WOrth'in-its aSsessﬁent
formula. In 1966, the last year for which“figﬁres are avail-
able, the retail‘food'stores nationwide had an average annﬁal~:*‘
earnings of 1;18 per cent to sales after taxes:-and thevretaiL’=
department,stores hadxaverage»annuaL earhings‘of~2g9l per ceﬁt .
to sales aftef'taxesé Certainly these marginalfprofitwpercéQEQ'-J
ages do not lend £hemselves £o the'premise that theéretail bﬁéiness
community should absorb an additional tax not shared by the‘v
remainder of the business community.
When,the-deérnorfs-Commiﬁtee~submitted'their report,
they notedithat theif‘findings'weré“guided“by°critefia;'thé‘
first of which they stated to be, éhd once mdre»I quote;"
"Equity - it is -a rare tax proposal which does not claim ‘the
virtue of equity. 'But such claims usualiy rest upon the
uncertain foundation of inadequate definitions of equity itself.
In this sense'the Committee believes that an equitable solution
to the Personal Property Tax problem requires‘(l) that business

must pay its”fairishare‘of'the‘statevand local taxation and (2)
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pthatfbusinessvtaxes must be Spplied in a manner to render them .

[

fas steri1e=asdpossible:ofhseieotive'treatmentfor‘ta%dddsorrﬁshfa

1nat1on as among classes of-hu81ness or as among‘s1ngle‘husingégésér
tw;th;n any:ClasSE,? Certalnly the Retall Gross_Reeeipts3?aga,d
’.'.defieshthis_oriter;aanthjasyto;disoraminatiOnj%s*aﬁonéﬁoiassesﬁiar
of bnsinesspasdwellrasanOngpsingierbqsinesse§~@ithin1a:olass;

. :_ihedNew;Jerseyiretailers;reoogni;eﬁthe;many;deﬁands;j:
"that@are~p;aceduponfgovernmentifortprovidinga,greatfrarietylp
of ser?ioes:forjourdoitizens and;Wesfurther‘reeognigeathat'
'Qarions:forms,of takesmustvbé iﬁpgsedhto‘finance‘thegéeser§i¢esbﬂ
We do,notpappearheteitoday:tovqﬁeStionvanivoﬁjthe'basic_“
':oonceptS;of.taxes:ordspending at any level of géVérnmeﬁtﬁdehe.

retaller pays his falr share of all local and stbte-taxes,

If he is incorporated, he pays as all other incorporated
business in the State, his share of the increased Corporate
- Income: Tax, an increase'fOr;l967,of’from71a75vpe%_cent‘to_-
t
P

' i3 25 per cent pThepretailer ?;so°?ays,,a§'doés ther huSinesses:

Within New,Jersey, the newaMaohinery and Ednipment;Taxél Assa

h;ﬁatter'ofifaot vthe retailer Will.pay'Q pervcenttof;ﬁhe,F9£éi__

ﬁof thlS tax to. the State of New Jerseyoj We do appearghereatodayﬁr'
. | T o Rt

however, to emphatlcally protest the dlscrlmlnatory_natnrefof-vd o

.ﬁ~the Retall,GrossuRecerptsiTax, ‘a tax whlch the rétaller"shares,,”

with nopotherasegment”of'the_gusingssvcommunity;‘
”d.Our complalnt is espe01ally,urgent since we~have\alreadygfi

'been burdened W1th the task of beooming thehunpard‘collector‘of,h

f,_ ISPEE SN S —




theNew*Jersey_Saies;ahd Hse%Tax;,QThiS;Very73ubétantialff%ng;
cdntribution;tOythe;Stéte mightiwellxbéﬁﬁérmédﬁénétﬁér f0rﬁt*?“

of taxation. Authoritativé-studies-on £he éoSt‘td‘the?fétéilérs.j s
of coliectiﬁg the SdleSQTax demonstraﬁes‘that.suchféosﬁsfianlve _ _ 
anywheré from 1 to more thanflO‘per~centxof the tax4colléCted;
'This‘cosﬁ is incurrednbeCQuse of¢the required.ChéﬁéeiintéaShﬂw
register'equipment,recofd;keépingxreqUireméﬁtsiand}sélesF?

Pérson éomputation20f5the;tax; fSincé NeW*Jerse§ﬂhasﬁby‘farf"

the most compiiéatedxand extehsiveﬁSystemrof taxﬁé§emptions;vﬁf?ﬁvﬂﬂ 3
we unquestionably:rank“highestvipféollectionfc§é£aof any*staté;#:““f
Twentyetwo,éther‘states have:reCognized;thismcoSt by:permitting

‘the retailérw»ééﬂaétax«qollector, to rétéin:ffém.l'to 5ﬁperﬁcén£55“
of the tax'gollecfedg';NewnJéﬁseyihaszordainedxthéﬁftheﬁreﬁailéffﬁﬁ5
absgrb;thé~fu;l‘cost,of thié;colieétiﬁn;f Baséd:Qn firétmlifAffJ“’
mOnths sales;tax;colleétions;off$220;000§000;1the:minimﬁm-collectibn
COstvrequired tétbe'abSOrbedgbyaNeWwJeréeyfteﬁéiiers,“computédaﬁ “"
at the raﬁe.off3 perYCen£,~wasm$6¢6005000;» |

| ::A:fédt'sémetiméézignofed;EbuthfﬂécohOmigéiﬁﬁéfféﬁcé £6ﬂ;?i’;E?::
the retailer, is thati.the‘ reta:-i.l.»r'industry,‘fv;in‘ add“ilt’ioh@:'i:o itsf - A
co;lection'bufdeﬁ37’is:alép“éubjectrtb'théﬁpaymentiof'the'Sélés,-":
‘ Tax. Uﬁlike-manufacturer§;“no'éxceptioﬁs;arebgrénﬁedﬁtOIA‘l .
retéi;ers:for=theirxpur¢h§sesahotiintended;foraréédlegﬂffhis
.Simply'accentuéteé“the:disdrimihatory appréédh’adbptéd by*thé S
State'toward:the:retailhindust?y;-*f* ‘ |

- I would 1ikeatdwpoint'outwthe~status”ofvEhefGroésVRecéipts'
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: Tax inhothergstatesfto‘demons

~with the New Jersey Tax. The
Gross'Receipts Tax:.

'AiaSka,~'onﬁali‘forms

DelaWareve.on.all:merchants‘and5manufaCt

 Mississippi - on all wk

Washlngton - on all purchaseso‘

f.Indlana and West Vlrglnla have Gross Rec

hoWever, in both states the re

| REceipts.Tax or Corporatevlncome Tax, butfnot}b,

HIn:Alaska'andeelaware,.

'»Sales Tax, and 1n‘Wash1ngton there 1s no Corpor

l

‘There 1s no other state 1n the
'vavGross,Rece;pts*Tax-strlctly
’; N6W»atjthe.timé_¢fvéﬁac
iUse Tagg’the:Legisiatute took
bpaymehtbof‘tageefon?foodibolbﬁ
,neCeSSities§ ZWe,nthfihdiours
these very items under a diffe
.bthat the Retall Gross Recelbts
Iabsorptlve by ah 1ndustry earn

“earl;ern, Eventually thls tax

| coﬂsumérﬂ.prlmar;lY;by3the¢ver

'.consiéeredhto befWorthyvof~exe

We recognize that thisfpackagefof;réplaoé‘

tfatthhe.inequiti

of business receip

iolesale purchases

greatvpainsstovel

mption;uhder_theas

UﬁéflSAAQt

[l

‘folloWing»states&

o .

ataller;paySEelthe.W

listed°above,ith

Unlted States th(
conflned to the T
tme nt “of : the ‘New
_e"l"Ve}:S‘ in the _"p‘o‘si-[v-_

rentuname¢~

must be borne by t

Y- 1nd1v1dual whose

imir
|

It must
Tax:canﬁot”bekcoh'
1ng the low proflt"ma

h

a

l

o
¢al

ior
] .

S
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hold"lOCal]cemmunities‘harmleSS'tO‘the extent of their'earlier*”*:‘
BusineSSfPersenalty'TaxfcOllections, 'We‘contend,lhowe§er,:
that the:State of New Jerseyfhas'been somewhat less than:preeiSef
in portraying the_eXpedted'Yields from these taXestf The. yield o
estimateS'hy the'State,'tabﬁlatedfin'l965,.were»base§~0n'l964
available data. At the time of paSSage,lit was widelyyrgmered
thatvthe requisite votes for énactment were obtainedﬂonly on the
representatien”thatvif'the‘yield'frbmathe'first tWOJeomponents,ﬂ=i:f
that‘is, the iﬂCreasedsCorperateﬁTaxzahd the MachinerYiandl7
Equipment.Tax;’were-saffiéient,bthe.Retail”GfosszReceiptsvfax;é
and the'UninCOrPOrated”Bueiness Tax would be repealed:=tTo'§w'
thlS date “the estlmates of- yleld by the State are unchanged from:
the 1964 flgures° Certalnly the :State knows,. or should know; : what‘{
the Retail Gross ReceiptsrTax*will‘yield,becauSe these figgres%
“ can be”found in the 1967 ‘Sales Tax returns and*in=additiohj~“
the State has, or eheuld have, a ﬁuch more cutrent‘estimate of v
_the?yield:of7the-remaining'three'taxes enacted in the.1966;hd
package. | S

Weyask.you éentlemen~to please keep in ﬁind that?the-i
orlglnal State estlmate of the first eleven months Sales Tax E
reVenue wasr$162,000yOOO; The State ‘Chamber of Commerce® e
estimate at that-‘s'ame"'t‘ir’ﬁefw.as $’200,ooo.,:o.oo and“t“h\"e .actual'”
icollecti0ns w"er'e.$202,“000,-0’00e Ityis‘our cOntehtion"that'the:'
yield from the ihcreased CorporatetIncome Tax;Vthe-MaChihefy

‘and Eqpipment‘TaX»and the Unincdrporated'BusiheSSfTax=will be-
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"*‘»:w1tness°

ﬁylmore°than“sufficientftoyhold,

~of the required revenue to local governments. |

’,fisloorreot;’Wefurgeﬁthe‘presentnﬁégislaturé;to

>fcomm1tment of 1966 and repeal

B of Assembly Blll 88 or Senate

We apprec1ate the opportunlty to express;

fhere today on thlS most 1mportant subject and m

-trepresentatlvetofvthefretall

| i,support to you gentlemen 1n your_dellberatlonsi
f_lnequltles 1n New Jersey s tax lawf
sreal;stakeﬁln,the economlc.health of our State

“‘ready to ass1st in every possrble way to 1nsure

*:Thank you,va

SENATOR KAY*

Any members of the Commlttee have any quéstiOngrofwthisg}g¢;“fﬂv:;’-”

Assemblyman Todd

ASSEMBLYMAN TODD

1‘;;I thlnk 1n v1ew of the present flscal problems

{to be hlghly questlonable andlcertalnly;anygmore

1’:retall gross recelpts tax woul
ff.Irwonder 1f in: elther of your
IIi;tOWards replaclng even the $4
’If;recelptsbtaxishould that be re

MR BIRMINGHAM I do b

Lndustnﬁ pledge ou

Thank yOL

{-
Through you, Mr Chal

- : 2OA N

the;State-harmlessﬁforureimbursement1fe

thiS‘discriminato

404 would fulflll

ﬁ1We retalle

d face very, very'
two hats you m1gh1

mllllon from the r

pealed

elleve that the ‘SO,

Mr Blrmlnghamw_.;w_£

'this'commitmentg'u'
ur views

I, asa.

-this'oontentionp;r‘”

fulfill the = .

.t&x§1

interest and . .

‘correct

‘ .

rmah?a.Mr;aBirminghamf‘:" '

-t

L __.,__;‘_p_‘_;_v.r____ T _‘_"-7_'__~(|)_,4_..‘_4;;_4_~_4 _‘,m.‘;;_ A,

than the “Ty-_f'j,j

tr¢ngﬂoppositionaquf

iat,wé‘have

”?fifa01ng the State, that repeal'of any of the taxatibn ls 901ng

fihdpaﬁspggésﬁiphiT';:*'I

olution to that

B




has been preéeﬁted@;vIVW§sfhd£»awéfé unﬁii I‘iisﬁénédvﬁo %he
questions éhd‘énswérsnthié.morﬁingvég £obt£e Séétﬁs; ‘Aé you
note»iﬁ here, I méke‘thepc§ntention Lﬁat‘i ééél ﬁﬁe collectioné
Willjbe highérg‘ Wé leafhed ﬁﬁis ﬁdfnihé'tﬂéé\éh”éﬁ ééﬁim&ﬁe&
yleld of $28 1/2 mllllon on the ﬁachlnery and equlpment tax,
the State DlVlSlon of Taxatlon nowistates that they w1ll recélve.
this fifsﬁ year $4O million or.anbexcess of $ll,l/2'miillon
over the‘estiméted yieide | | |

Ndw if this is”in factlcorréct, I woﬁid'Say-th§t‘yoﬁ.dan‘
'accomplish'twovtﬁingsﬂimﬁédiéﬁelyvéﬁ‘that eécéés aloné>Witho€§ 1‘
going iht6 ﬁhe coréofété‘ihéoﬁé ﬁai! Thét is, yéumﬁay Wel;‘;i
want toﬂéonéiderlthé eXfenéion of é&ﬁingvl967-£o the baéevyeér_
that fhe munlc1paii£y.may use‘Ln thélr ”hold harﬁless” and yoﬁ
would in addltlon have sufflclent monéys to hold thém‘hérﬁlesé
through 1967 and still notimake a collectign oflthe retail‘grqﬁé
receipté taxe'_ . . : - | | “-v;';-. |

I feelvvéry'stfongly that'althéuéh?We héve no.§¢cuxate N
figﬁres from the'State on the incréased cofporé£é.ipqome:tax;
they afe beingvrather ﬁodest in their eétimatesbOflfhé:ipqréased
reverme from that ﬁax%b | | |

ASSEMELYMAN TODD ¢ Through YOQK Mr@‘Chairman,_I don“ﬁzmeén
to question Mr. Kingsley;s figurés and Mr . KerviéﬁFS'éStimates, |
| b@t I noté‘that they sort of pb@‘upvfrom'time £o time when -
things look a little tough and-they*haveaJprogfam that hés to

come through and people are howling. I would still wonder if
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elimination of this tax, which again is a very sma

'$4'million rdughlyhand’againLthere is'some*suspectv

flgure as to whether that in fact be accurate = L

'1t a llttle blt and not say that 1t should be or must be replaced

| ‘.\,
but do you feel that 1t could be replaced through

\ ‘,\
N 3

method and relleve the dlscrl 1natory feellng that

have 1n the State°»x
1”

MRe.BIRMINGHAMﬁ I would say that in my opi

:”the retailers in the State of New Jersey stand rea

,thelr full share as shared by all of the remalning;

: segment of our Stateo» If in fact the premlse that

-on collectlons for thlS year would not satlsfy the

I ARty

features of"the act, evenvlf the act werelto'be am

inélude~l967} and there then had to be an alternat

’1f that alternate ch01ce were, .as an example, cﬂb

'.of the corpcrate rate from 3 25 to 3. 3 the retaﬁl

":would prefer thls type taxatlon rather than a taXf

”de51gned for the retaller.‘
' ASSEMBLYMAN TODDO? Anythlng would be better

i

;SENATOR KAY': 'Alljrlghtrv_Thank yonmverybmnc

. Birmingham, .

-~ Mr, Glucksman.

: G,L‘UYC-TcS MbA‘NE’7 M%g,bh

members of the Senate and Assembly Comm1ttees~ I

= A R‘o LD D.

Glucksman and. I -am the-Vlce Pre51dent of the New!J

}n}ZQIAfQV

mall figure,

to that'

et me change

nion all of

dy"tb bear/.
business
‘theicyerridel
hold harmless
ended to
e_cho;ce»and'

e a movement

‘than that.

hi : lvb-lrob

airman and - -

‘am Harold

ersey

scme otherr_f

the'retailers‘

ers-certainly

indiVidnallylbi




Socfety of Archltects and}on.behalffoftthehNemtJersey'SooietQF
'of Archltects, Wthh’lS a‘chapter of the Amerlcan Instltute

of Archltects,:we respectfully submltbthe follow1ng facts for;:”f_:,
_your cons;deratlonwpertaln;ngfto}1nequ}t;es:?gxgrchlteets:
resultingfrom‘thefoonstitutioniof_grOss reoefpts;and_ther:

| appliCatiOnfofithe;uninoorporated;huslnesshtax_apt;,v

| Th.ese.;ngggivtives fall1ntotWOClaSSlflcatlonS - first,
reimbursed aisbursements. These sre disbursements by the
;archltects”onvhehalfhof clients for costs of‘offioialdpermitSi
‘flllng fees, appllcatlon.fees‘and approval fees to munlclpal |
county,-state-and,Federal agenCLes.‘ Spe01flcally they constltute
_;bulldlng permlts,;State Department of Labor fees, State Hous1ng d;&ff

ifeesi plannlng board fees and the llke. These dlsbursements by

the archltect to governmental agen01es 1s made as. a courtesy_ﬁv_l,v

on behalf of°hls cllent}ln orderlto expedlte the flllng,for‘an€

rand the obtalnlng of . requlred approvals and are accompanled alwaysfn S

ﬁby an OfflClal appllcatlon or. flllng form w1th the amount of d;llﬁh
the fee clearly deflned by the agency,vrThe amounts can rangei;“’;f
from a mlnlmum of one. dollar to ‘many thousands of dollars;e__v_
'dependlng upon the magnltude of the progect EReimbursement*by
A the cllent to the- archltect 1s based upon a pre01sely deflned hf;zi'
billing ,Which_:_ is _fk?.PF -Sepérra’f.-e ???d: apart from ,_norinél PF?fesS_lonalf .
fess. Yot under this act, these reimbursed expenditures are

considered takahle'astpart'of the architect's grossfreceipts.‘;_ o

9Otherfdisbursementsfby the¥architeots5oons1s;fQf,travellingfd'“‘
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and rela£éd'éxpehsés;whéh'préjeé£5faféTbéyohaftﬁéfé

profeSsional'serVices;and”home;itoaoffice{ to pﬁd

jé

scope of normal =

ct travel.

vReimbursement‘isvagain'baSed'upon an agreement betweenfthe

arChiteCt and;the‘client,fiS"aLways bllled and kept

_from normal professional}fees¢

‘Client'isvnow'consideredfpart of‘grOSs receiptSﬁund
whereas thls money actually représeﬁts"théPretﬁrn”

'-advanced bj the archltect on behalfﬂOE‘his ciientd

-class1f1catlon of shared fees,

Yét such relmbursement by the

l S

‘namely, where two

or

o

o

The second 1nequ1ty I WLshfto discuss'is[nnd'

er the aCt,

f expenses

Segregated‘r, .

gl

archltectS"are assoc1ated‘on’a’
v , B

fees based upon an agreed lelSlon of serv1ce andérespOnSibilityo B

i

2

| specific project a

nd share the

< The total fee is always pald by the cllent to onlyfonewofﬂthe" B

o
|
4
I

assoclated archltects,who@'1nyturn,umust d;spehs

shares to hisraSSbciated'architects‘infaccordahc

eiWith'preef"I

'establlshed contractuallymagreed percentagespv;Therarchitéct who

1n1t1ally recelves the total fee must now 1ncludeythe éﬁtire*

sum as part of hlS gross recelpts and pay a tax

on*the{entire”’

sump'even though he merely acts as a transmltter‘pn behalf“of.:

Sk
|
| [

'all of the ass001ates and hls own partlcular por

‘ L l
; .

»j:mlght very well be less than 50 per cent of the

The ass001ate archltect, ofacQursewflnftu

o portion-asfpart of hiS'grst receiptsfand-alsoép
ingly. ;,

" As architects, we also share fees with en

_total amount.,

rn includes his

e??roportionaté""

tion“of”the:fee'_il':’

T R U B
ays| a taxraccorde

gineers and under




certain architect-engineer comtracts, the client establishes
specifie aﬁountsxof}feeswhich sfé'ssmeﬁiﬁéé’ésiaﬁiishédfby”
ordinance or similar measure and these fees are paid to the
architect's consulting engineers, namely, structural, mechanical,
“andﬂeieetrieai engineers;eroWever;hthe;arehiteethis estahlishedf
as the overmall coordlnator‘of'the‘entlre nrOJect and as such,
the total“feevls.again‘pald to theﬂarchltect whe ;h tnrn B
dlspnesesﬂthe agreed ameunts.tosthe engineersAupon sﬁbmissiaﬂ"'h"‘ﬁ
of propéf'inV6iaéso fhese‘payments to englneershnsually .
average between\3d teh50 per cent of the total fee} dependlng
upon the magnltudevand eomplex1ty of the progect ﬁ}The archltect o
: agaln under thlS agreement and.arrangement must‘include the Tet
‘entlre fee asupart or hls gress:recelpts,vaithengh agaln hev“ﬂ?
merely acts as a transnittlng agent for that portlon Whlch‘rs
paldvover torthe engrneersa 3 |

The“englneers ﬁalntain sebarate-nractices;ﬁorganisatigns:*
and offlcers,:are llcensed by ‘the State.and‘operate.completely
independent from'the‘arehltectgv They share the serv1ce and
responsihiiity“fer,the}prejeetaand»1n tﬁrn also,nay tax'on their
indiVidual gross reeeiptsa | o

To\recapltulate;‘the-New Jersey 8001ety of.Archltects
submlts thatvthevact 1svcompletely 1nequ1table to‘lnclude (a)
relmbnrsed\exnendrtures; (b) total fees desplte sharlng w1th o
other,profess1onals¢»and to 1nelude'these‘as gross reCelptsev

In the instance of reimbursed expenditures, there is no"
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"ihcomeiinvolVed:Sinée:théYKcoﬁstlt:te only a replacement of

"&moneys spent by the archltect cn behalf of hlS‘ }1eht}; In the
v . TN : : : pfi‘.ﬂ:nﬂ“ P e
*case of shared fees, the archltect-ls only a'tranSmL831on agent s

‘ .

"o behalf of hlS assoc1ated archltects and engln,ers, all of

T
o

r

|

f

S

4

2

-e

R

ff:whom do 1nclude thelr shares as part of thel é h grossvrece;ptsf%;ﬂﬁ3

"and pay the tax as de81gnated ky the act k _
; i | Lt I N R . T .
For these reasons of 1nequ1ty, the New Jersey Socletyrofm SR IR

V:?;ArChitects urges‘the_repeal of;thefexclse-tax,on gross{receipts_of A
o I o I R v N O R S
©un incorporated businesses, ‘but from a practical|consideration. =

~ and knowing that tax income is required and necessary, we there-
- fore would consider.a modlflcatlon“of1the'exlst1ng act to¥

'-:‘eliminate]theiheretofore Stated 1nequ1t1es andl anake the act-

e o e o

A
.!‘..

'“ih:ﬁorefpaiatable3to’our'memhers. Respectfully submltted.‘gr‘ o o hf°jxgh

"7h11might]add'that:the'New Jersey 8001etyiof'Arch1tects

SN AR

'Pfiistne}of thelten,profeSSions Wthh commltted Dr;iFl;nkjto_”*
"dprepare the critical eﬁaluation Wthh was submlttedﬂto‘you and .
'rldto'thefmembersvofhtheléommittee by the Bar Asshciatioh;d“ ’

: SRR Rty - ] R N T SN q

SENATOR'KAY? Thank you, Mr Glucksmanaif

You do not have sufflc1ent coples of yourfstatement‘to

«give to the Committee?h_‘ T
- i }, ,‘;1

MR GLUCKSMAN Bedause*of”éertaih'modiﬁicé#iOﬁs:ihe o

'coples that were avallable are a llttle outdated énd;wesWiligf,?ji,idf'

ivsend'to you tomorrowfcomplete coples for all offyhurbemﬁittéé" R A

5memberse. |
: SENATOR KAYo~[Thahk’youdve¢yfmucﬁ, Assemblyman Crane.

N




ASSEMBLYMAN"CRAﬁE U ME _,‘”'diﬁc':‘]ésfﬁaﬁ;f“i‘f Imay,I ‘have a
few questions. ‘ | o o

MR. GLUCKSMAN: Yes.

AésEMsLYmAN‘cRANEsf‘Ydﬁ, of course, have cértain standard
fees aeg;e'naif;g 6n the t-ype“afjwarg as T understand tﬁé,,’afdﬁiteétui}ail |
.professibh;. Fbr'éﬁémﬁiefﬂé;ﬁiiliéﬁ;dbliér'pubiic buildiﬁg'WOuld*?"
have a'céféaiﬁ feé:étfaéﬁedi£55i£ éﬁ& OutTof;ﬁhiSﬂW6ﬁld pf6Babi§
éome the méchaniCéiféhgiheéfihéVaﬁd éd.foffﬁ + diffeféﬁ£ détég@fiés  -
that you Wouid'éharé ybﬁr féeé Wifh;"is i£'stéﬁdafd:iﬁ’£ﬁéj
inauétfyvfdfiyou'ﬁo.éﬁﬁiyfé ﬁéfkﬁﬁfgblfﬁese'fééé féfﬁbeENEfbcesé;
 ing and.handling of'thesé féeé?él"x |

MR. GLUCKSMAN: No, it is not. There J.sno ‘standard fee,
-per‘ée; fbf‘afcﬁiEeC£uréi pufpoéeéﬂénlj"bécguéé.tﬁéﬂbréﬁéé£SJ
‘range very greaﬁly in coﬁpléxiﬁyQ?UWé d6ﬁha§é;égééﬁédgléiéf"
recommendéd'féééﬁwﬁichiis“pﬁﬁfiéﬁeéﬁﬁy;oﬁf:SOEiéfy;ﬁf

.AéS_EMB’L’YMANf CRANE: Yes, I have s eenlt

MR, czucKsMAﬁé'ﬂAﬁd3ﬁéé5agja}gaiaé;‘éffapﬁfgé;fi3u£ the
establishment of fees Orttﬁe accéptaﬁce of staﬁdéfd;fees?i§’°;
not considered a definite féct;:tThééé“feeéfcéﬁ r$ﬁgé and”dé
range-andvtheré isvho marku§ pﬁ£:6n f6ré£hé‘ﬁéchaﬁiééiénéiﬁéers
or structural engineers. =

ASSEMBLYMAN CRANE: In other words, he would get his
‘doliaf;fofédéiléf‘ghafé 6f ﬁhe“féélzydé . |
| MR. GLUCKSMAN: He works on a’_;‘)ér'ééhfagé:bas”i_s of his

,paftiéuléf trade - if he is a étfﬁétﬁfaiﬁeﬁéiﬁeéf,:Of“the?
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‘structural engineering Wth, thevstructural steellandfregf:'

,|,

inforced concrete.

o - i . ; o o
ASSEMBLYMAN CRANE: I see° Now in his practice as

a

structural englneer, for example -= Well, let me goﬁback a

1

bit. You wouldethen_pay‘a groTs receiptsdtaxron'the

fees

which

you collect, You would then pass a certain amount of this

to the structural engineer, for ekampleq»‘Henwouldsthen pay a

- gross receipts'tax on that part'which*he receiyeS?

MR. GLUCKSMAN: That is | correct

ASSEMBLYMAN CRANE: So that part of the mpney would have

the gross receiPtSftaX.applledyto lt,thCe?t o

MR; GLUCKSMAN: 'Correct; 4‘i K

ASSEMBLYMAN CRANE: And. 1f he then has tolshare'fees with

somebody else, so on down the Llneq

MRa GLUCKSMAN': Thls could multlply two or three‘or‘

four tlmes, dependlng on the type of work and thf number of

addltlonal consultants that are used by the arch&tect or by

! ’

the various englneers° i '
ASSEMBLYMAN CRANE: Thank you. .
SENATOR KAY: Assemblyman Evers, o

ASSEMBLYMAN EVERS : -Youﬁ main argument, Mr, Glucksman,

is that the tax does apply to dlsbursements thatiyouvmake on

behalf of a cllent and also shared feeso That belnq-the case;

is it safe to assume that the As5001atlon then would,acoépt a

ﬁtax that would be on your gross proflts 1nstead of total repeal

of

CB.



the entire tax?

MR. GLUCKSMAN: Well, I did state at the very end that
this certainly would be considered and unoffidiallyplbecause this
has not been discussed in complete detail.

ASSEMBLYMAN EVERS: I see,

MR. GLUCKSMAN: 1 would feel that this in my opinion
would be‘a,good compromisea

ASSEMBLYMAN EVERS: Jgstﬂone other point so‘that you
won‘t feel that we are discriminating against you fAeyeryone
else has been asked this guestion - does the Aséocigtion héve
anything to offer/ip_théxevént the tax is repealed as‘agI
alternate?

MR, GLUCKSMANQA Well, under the{joint effortﬁput ertﬁ
by the ten organizations who engaged Professor Flink and siné;
architegts admittedly are notjtoo good in finance and not tax
experts,”weifelt thaﬁ his récommendations when_theY.arerarri§§a
at would probably be our recommendationsg‘

ASSEMBLYMAN EVERS: You are in the same category as
lawyers then? |

MR. GLUCKSMAN: Right.

ASSEMBLYMAN EVERS: Thank you.

SENATOR KAY: Assemblyman Todd.

ASSEMBLYMAN TQDD: My question,has been askedjand answered
in a slightly different form than I would have.propqsed it,

but satisfactorily nonetheless.
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:fff_that pos1tlon, the POSltlon Whl

"f5{League of Mun1c1pa11t1es and se

v?~fof the year 1967

. sEuATORPKAYE"“AnYQOtheré

?¢ommittee? [No responseg

Thank you very much

'ff;; MR GLUCKSMAN Thank YO

; SENATOR KAY- Bruce Schr

‘1fmembers of the Commlttee “wfam

:7Attorney for Ew1ng Townshlp,-:fh

EW1ng Townshlp for bette
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s c H R A G 6 B

‘tﬁ;from Trenton, w1th 13 9 per cen;htf‘

?E

questions by any membe

f]m",-;u”

ugg;;ff;;,rffh"j'

aéééféfiQ

r=or»fof:WOf$¢Jt

’;Difeéﬁof“Wiiiiam réln,

cost Ew1ng 1n exc

the year l9c_f

S Commlttee agaL

véralfothérs};

18

céﬁéefned?thanjﬁusf\

histiiigeaéehour

tax package by e'

0, ooo and at that 5,,_.f'“

'fglsO*been;f*“‘

I ur

o our future growth?.

er of the

g,;ifam7T6Wﬁ§h;piﬁ,* -

¢ too far

"jrelterate,ﬂf"'

nbby the

heeusefix~~“?°

ituation for ~




v

‘Obv1ously 1f we are now levelled off at elther ‘66 orv'67, ,

under'theieXistlngflaw“if“thereAare-additionallfundsfoVerﬁand%f’;

'abovelthefreplaCementﬁpachages;'thése"wlll‘befdiStributéd,ﬁ

throughoutlthe State, butvapparehilyfnot,iﬁfacéafaéﬁééawiﬁh? .

'the growth of each m.unlc:Lpallty°

: Th1s agaln is another hardshlp and burden on a munlclpal—fﬁf"

vlty that has good hlghways, good fac1llt1es and 1s prepared to
jgrow and to 1nv1te and to respect the rlghts of 1ndustry and -
buslnessli So- we are not only concerned about 1nclud1ng 1967-

we are'also.concerned_about;the over-all*futureygrowthﬁand;losgfln:i

'Vto the townshlp,_sil

For example, our total percentage of personal property‘i

'Atax up through the year 1966 has been 19 3 to 19, 6 per cento,g

' that percentage 1s gorng toldropov Thls meansvthat once.agaln;f.

"the poor property owner ~”and we are all tlred of‘hearlng‘the
phrase - but after I saw my new‘tax blllvfor‘the year;vI declded”vals

FI llked 1t even though 1t was an old phrase ~’1s 901ng to be hitf;lia

_agaln a-nd'agalno To tell you exactly what I am talklng about,

1n Ewlng w1th a 50 per cent assessed value, our’ rate went up

some 145 p01nts thlS year from $6:29to$7 64 or 23 per cent

' Now some 15 to 20 per cent of that 1ncrease was due to the loss f:"“
.of-thehyear;l967; fWe-recelved 1n bu51neSSupersonal=taxes,1n;h"q”°
1967,:$l;261;066;" Under the package, we W1ll recelve thls year_pobvl

_some | $892 OOO, a loss of some $368 OOO Of:course,fsomejofbthls;1

;s made up 1n “new revenues from ut111t1es°" But our loss still is




'vapprox1mately $200 OOO for the year.and‘thevfigu

'take a few dollars, ls dlfflCPLt.ﬁ?«t¢l1¢b¢9aﬁ$€
ln~acc0untlng methodsok;f;l - I

: So”I would urge‘agaln as‘othersfhave urge
:only the use of the year 1967 Ln,the'package,Lhu
"provlde for.the;gontlnued gromth‘of'business ih
_Other communltiesu5‘throughout the State to bene
.payers of that partlcular tOWnShlp or areao yTha

j»SENATOR_KAng Thank you; Mr;,Schragger,
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‘the tax-
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ASSEMBLYMAN TODD: ;‘Through'you,ﬂMr.vChaf

_do you have any suggestlons along these llnes° R

| ‘MR. SCHRAGGER-g Well, aqaln, the only log
"and everyone has apparently been‘avoldlng:lt QFL
1t 1swa broad_based tax and I-am’notiéroposiﬁg.
'townshlp‘officialf _But»personallynltyseems:togm
members,ot,the Pharmaceutlcal“Association{talkfa
 questioning - if ve call it a net receipts tax,
‘if'wetcall it~a'net’incomeitax, 1t may be a prob
all of us are klddlng ourselves,: Apparently_eve

Apparently the burd

1ng moreiand more serv1ces;j
greater and greater on the homeowner, an obv1ous
_ralse in Ew1ng, of whlch none of 1t or justda ve
was local purposeo Flfty~n1ne cents of the 149
The school and local purpose is dlfflcult to tel

change 1n revenues, but some 2@ to 25 p01nts was
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,;-Mr,.schraggsrr

1. suggest'ionp
king around

tasa -

| 'l'heard*thev
,your"

g OOK Y but o

I think

ne is requir-

is becoming

per cent -

few cents =

pbints-was\County,__;

lihecause;ofjther'
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r loss in




.
i

vthe year"67handlﬁost ofitheIbaiance‘uas\the’increasedhschooii
| ;tax.v So obv1ously 1t ertherxhas to be a broadenlngwof the |
:sales tax or an 1ncrea31ng ofvthe rate or another broad-based':fh
ttax;whlch 1sMan‘1ncome taé.dﬂZ“h?‘ile o o L

:ASSEMBLfﬁANﬂfbDb;. Agaln, Mr Chalrmani-‘i appreclater

”-»yoﬁfiViéQéféﬁ'thé»t¢£517tax structure 1n the State;fvl am thlnklng -
Spec1flcally about a means of under the buslness personal
property tax;‘keeplng‘groulng mun1c1paiities current rather‘fbyﬁiﬁ“
"than free21ng them in thelr. save harmless yreturn.ivi uonder
-1f you had any suggestlons; .We talked this.ﬁornlng 55§ﬁ£“éaﬁe~:

'sort of percentage formula so they could share 1n thelr growth;5

MR° SCHRAGGER:v Well JltTWOuld“seem totme, and I would

'gagree that the loglc of the orlglnal package so that 1ndustr1esfif?p f"

throughout the State would be treated equltably and assessed

”'kat one level is a falr and reasonable one and the only

' exten31on of that 1s to agaln have theState act as the col-'$

o lectlng agency and the ratemmaklng agency and returnlng the

,.moneys to the munlclpallty based on growth rather than based
on a pastyeaf S.eXperlence Whrch doesn t reflect ”and’aS af{h‘h
matter of fact hinders a community tnat 95‘??011# of its way to
attract intustry. o te way ¢
| hASSEMBthAﬁﬁTobba’ Thank you,ihu:?d
SENATOR KAY: s enaitor Itallano; Y
SENATOR ITALIANO~ | In‘ other words,Itakefromthls you

~are’ more acceptable to a percentage formula rather than a flxed~



dollar formula =-

MR, SCHRAGGER:y No, I don't know ==

SENATOR ITALIANO: [Continuing] =-- with r

MR. SCHRAGGER: Well, anything would be bett

fixed dollar. I would think it should be based

rather than a percentage of the growtho I meanj

grown soO our 1ncreased income would be $206 OOO‘

‘would llke to see $200, 000 not a percentage of t
SENATOR KAY° Assemblyman De Korteo

ASSEMBLYMAN DE KORTE- As long as we are
! o Y

is a very dlfflcult area 1ndeed and I may get bogge

little blt here with this w1tness, but I would 1
it a llttle blt - there is as you probably know

amount a provision calling forythe redistributio

over the amount required for the '"save harmless,

excess is to be distributed toieachtmunicipality'

with the proportion‘arrived atEby taking‘the‘amo
mercial, indnstrial and‘farm property’within th;
and applying it to the totalkanount of commercia
and farm property within‘the S‘té:ateo Now in‘a se

my own question, but trying togdraw you out too,

I see with that is in the first place a big:diff

definition, what is 1ndustr1al property and what
property and what 1s farm property, and beyond t
bear any‘dlrect relatlonshlp to bu31ness persona
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4

'.}the excess'to Ew1ng Townsh1p° ,

ffOr-thosepl;slngEltri It stlll doesn t solve the prohlem of

bonds - and th18;

bl'the State guaran_

vour obllgatlon to our electorate and everythlng else pecause

Now would 1t satlsfyio“?solﬁe'§ouriprobleﬁfto,soﬁe'ektéﬁtiA\‘

'fﬁlf that ratlo were determlned hy taklng the total amount of ?f{?f-f

nbus1ness personal property located 1n Ew1ng Townshlp and ap ly-»

’;1ng that agalnst the total amount of bu51ness personal prOperty «f_f

’assessed w1'h1n the State and allocatlng that percentaqe of

MR SCHRAGGER-' Well that would obv1ously help somewhat N
‘.But agaln you are talklng about taklnq every munc1pa11ty through-gh:Q,V
3fout the State and throw1nq everythlng 1nto a: pot and 1f there

15 an excess = and 1t 1s ama21ng how the executlve w1ll flnd a:' .

‘;'bu81ness personal property tax or'that the munlclpallt;es areyfffvf

)” e T

'grow1ng at such a last rate that they are more than compensatlngr;‘

z‘ L=

:fthe municipaiiEthhat 1s grow1ng and relmbur51nq that mun1c1pallty

ean) some»of these formulashh.leV”"

'haVefbeeh-throwh?éutﬁa,forfexaﬁplepfthe_S?ate'guaranteeingzoffh:.“»a

'isfirrelehahtphutﬂl_thinkfmakesfaypoihtf;dkfs.“'"“

e}éi@f*c,f,_zbonasff;for'fé'c‘hcsal a'i»s‘?t‘,}ic,ﬁs’%that”are' B

‘?too p_.oor.'.::toxfloattheij';-ffowuhohdso Well, you get 1nto a blg e

'cirCIe, Are you as a mun1c1pallty better off saylng,v?Forgetjﬂfff-*”

J‘lf we. are in deep trouble, the State w1ll take us over"° Andﬁifﬁ_lv



ht;’ allow the munlclpallty W1th1n reason to make prc

v,f Schragger’

a'say thlS 1s what 1s g01ng to happen unless you C

‘ilts own flnan01al growth and o"n flnan01al needs

SENATOR KAY.

ASSEMBLYMAN CRANE-“ Mr Schragger - is 1t

. MR SCHRAGGER- No,&I am just Townshlp Attor

ASSEMBLYMAN CRANE-: Well that 1s a prett

o Would you llke to see the package returned to wh

the*munlclpalltlesicollectlng‘ helr.own'moneys!a

nassess all sorts of bu81ness personalty°
MR SCHRAGGER-‘ Yes,_slrcj_,
- T got tha

'LAASSEMBLYMANuCRANEép*You;would;

'7test1mony, I Just wanted to determlne 1to,_'

ASSEMBLYMAN DE KORTE- Through the Chalr,

L
'property taxes at a dlfferent rate than your ‘nei

o problem then w1th your townsh1T asse351ng bu51ne

‘}

MR SCHRAGGER-“,Wejhave-neyer_haduany,pro

SENATOR KAY: Anygsthe;yquest;oﬁs?,lINoir

'»Thank you very much

‘] MR. SCHRAGGER° Thankgy?uEVery much for t

lito speak°
~\rfASSEMELYMANfTODD°1

of your f1gures° They are very 1nterest1ng to I

| : R |
- MR SCHRAGGER-.;lghaye % Lot of notes ove»b

vis

Assemblyman Craneopn xp‘ffd

Mr . Schragger, could I

cont
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,_prepare them and send them to you.
_ ASSEMBLYMAN TODD._ If you would

SENATOR KAY- Mr° Ferrara;f

JE 'R'VPi'VY~ M. “ F E R R A R A-' | -'Ge'nvtl‘emen,,I want to apologliza
“for the shortage of coples, but I dldn t thlnk the Commlttee:y‘ N
b gqlng' to be so large“»jf"’AnY 't?hat”rwzeIﬁl’sse’d‘,:we*w,:lfll;-,-rr:la”-',L'?]v'.'v‘=-_j‘}‘\

-V'Vto'.,thé,r‘esp-ec't-i:xié.. cbminfijti:vefe".nviemb.e‘rfs.\.: el |
| hiM& némédis’qefry;Férré?a‘é"Ifresid?fat_?GOnVanlBureﬁggr'
,'Aifevnuéi »‘Tea;neCk-,,, | Newi_.Je:fﬁs_ey;_ | S | |
| I an, a;h_d .epera‘tev _Severa.l,fa“ﬁga.sblihe 5 ef}v‘i ¢_e" s ta tions -
in Hﬁdsén cqunty'ahd'ém'alséfViée»Preéideﬂﬁ;andeeg;é;ative;@j,ff.5
. Chairman of the New Jersey Gasoline Retailers Association,

rOur,ASSOciatiOn,represents.QVer Z,OQO'Servieeqstationsm3

w

fbut 1n my testlmony today, I'amwsure'lgspeak for ailaofuthejﬁ"xn
6, 500 serv1ce statlons 1n New Jersey.,_gjﬂs'

I am herehtonurge;the repeal.of_the unineorporated_*

‘business tax in particular as:-_fw_e‘ﬁ].’,'lgas? ‘modifications if not

repeal of the Gross Receipts Tax. .
’ffI aminot a "Johnny comevlatelyﬁ'inaspeaking\against
these taxes as - I v01ced strong opp051tlon in . 1966 when they

were concelved hatched and passed even though many of the @--

-

yleglslators who voted -for passage had reservatlons about them.
They felt they had no alternatlve but to vote for passage

‘as the blllS were a. pollcy packagea‘l My expressed oplnlon then :




" that the small business man would "howl" when the effects of

these taxes reached his pocketﬁook is evident byjth%s hearing

today. Most of those who voted‘for paésage are hot

1egislators

anymore and you gentlemen, so to speak, "inherited the wind."

‘As they effect the gaso%ine retail business the taxes

are bad enough, but administraﬁive interpretatibh as

is included in gross receipts make it even worse.

to what -

The nation at large is'éoncerned about the possibility -

of a 10 per cent surtax on our, income. Yet the unincorporated

business tax as written results in a 5 per cent |tax

a 5 per cent tax = on the net income of the average

- I repeat.

service

station owner. I suggest you apply this figufe gquickly to your

\

own income and see why we are hurt. Ours is a business with .
! i

large gross receipts in relation to what our net‘pﬁofits are.

| I ] :
To compound our troubles, included in our gross receipts

is ten cents a gallon gasoline tax as well as taxes

and oil. SR : o e

These taxes representvdver 27 per cent_oF oﬁr gross dollar

receipts., With talk of a one cent tax increase, this would go -

on tires .

to 30 per cent.  An administrétive interpretation of the Tax

Division says: these taxes are not deductible before

|
our gross receipts.

computing

Another ruling.is thatfservices-such‘asﬂlabor,are»a

|

deduction in computing the gr@ss‘receipts tax’but=Lotfthe_

unincorporated. business tax. Again we are pen%lized-as.labor

J
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i6 & large factor in avtomobile repalrs and servicé;
Thé'gésaiiﬁé,tAX i;:a‘“ﬁée“‘taﬁ that the user is‘té’
pay. The taxes até‘SHCWhvas‘a‘éeparate iteﬁ‘éh‘our~ihV6ices
from our eﬁppliefs;Who‘iﬂ(tﬁfh remiththe:taxee.to‘the‘étate‘

Treaéurye Our prlce 51gns 1ndlcate the total prlce w1th the

worde 1nclud1ng taxes" prlnted beneath
We dlscuSSed‘thls w1th the‘Tag Divieiohhahd“they euggeéted.
our aiterhativé Wasetoieeek‘ieéieiativebreiief‘fer 1§6é;f‘
| This, of course, deeélnot“seIQeOurﬁayﬁehts eh‘takes'h
due 'for‘l9"6_7'o The onif ofﬁérffeéourée“is te'takeceurt act;gh
| This bringe‘ﬁs to anether prohlem ofjthe sm51i'5uéihe$gutu’
i .man; Couftlaétibne afe:tiﬁe eonEuﬁing and caséfméﬁéy,‘ﬁéﬁh"*m}
. of thch Afé 5£.é'§féﬁihma e e e e L

In the past as a small bu51ness group, we sought
leélslatlve action for our probleﬁs and met w1th the ahswer o
from some that it wae‘“special interest‘legi51ation;4
Gentlehéh;hl say to you, if‘thehamaii bueiheee;ﬁan,ieﬁét
of spe01al 1nterest to the leglelators, who is? |
The Federal antl-trust laWs;.the{Rbblhsoh‘Patﬁathct'and
¥ many othefs"ﬁere Cfeated‘tovprOtect‘himo‘

I feel certain that YOUr~presence hefe‘today indicates

ém

he is'of‘special interest to yeu;
I would like to conclude by offerlng these suggestlons°

'lo Outrlght repeal of the unlncorporated bu31ness taxo
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ftax to allow for deductlons of|spe01al taxes, s%ch

v o : - , Wl Jnv ,
-vygasollne tax, etco, before computlng grossav

|
due date of thlS tax from March 15th to Aprll 15th

el o
“13g1 Flnally, calllng ofla tax conventlon

of bus1ness and communlty reersented to arrlve

| solutlon to the ra1s1ng of fuﬂds for runn1ng»our2

I want to thank you for glVlng of your t

one of the v01ces of the small bus1ness mano

SENATOR KAY.

LR . N -‘.-» ) : N | . .
‘r]‘ Do any of the Commlttee members have que<

Assemblyman Feketye ’ u' ;"\gn
ASSEMBLYMAN FEKETY- Jerry” may I call y

to the fact that I am one of
v,yearo o !
| “f MR FERRARA | Yes; anﬁ;['

ASSEMBLYMAN FEKETY. Nﬁmber one,fWhat pe

the small gas statlons average over $150 OOO gr

. ‘MR, FERRARA Roughly about 15 per cent

Flfteen per cent ar

J That s correctoy'

ASSEMBLYMAN FEKETY-
'gross@»v
MR FERRARA

: ASSEMBLYMAN FEKETY-'
. 2

’ _ Thank you°

-~

ASSEMBLYMAN CRANE'.

\
i
Y
R A
0
4p A
I

»2; If 1t¥;to remaln, a|mod1flcatlon of the

Also m

the holdovers from

bt

%?bver $150 ooo

That s all I wanted:

|,!
l.

it
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Thank'you, Mr:° Ferraraov;_Uﬂjﬂ
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you for YOur-ﬁlué for'the’tax conVenticnﬂ as heing a spcnecr Qf
that. - |
MR. FERRARA I thouchttlt wes youfs; AeseﬁblYﬁan Crene,-
“but I checked the Leglslatlve Dlgest they onlyLrecord Senator
Del Tufo. | ’
| ASSEMBLYMAN.CRANE:'vWeil; there‘are_two§ He hae-ehe and'
I have ahothé}; | | . | o |
Ycu caii forhcutfight fepeai ef;the;cnihccrpofated husihees_
tak, which ié fihe, oficoﬁrse,bct'yoc kncw thebétate's.neecs' |
in revenﬁe,I‘am surelaewwell,as-e lot:cf:usfsitting here‘e%nce
- you. have been oﬁhthe'State scehe for duite e numberecfeyeersf
and ycuuere as.femilier'ﬁith the bﬁdgetcas soﬁe of-us efe; ia;ﬁ eufe,
Is there eny suhetltute heasufe other than what yourhate outllnec T
-that you'thlnk mlght be fa1r° | N L
MR. FERRARA Well, I have heerd_coﬁﬁent about a.het,
A netvtax onvcur industry,WOuld_be stillﬁtcugh fOreuS uhlese it
was a very smallcéercentageonit:would be a lot,eesier‘to'figure'
cut, ofncourseo But the pefcehtage would be iﬁportant, Aesemblyman
Crane, as te how it would affect our 1hdustfya vAe’ycg cah'see
ehere, with one quatter ef onevper cent ohhgrcss, it ultiﬁeteiy.
arritedvat 5'per'cent oh eur>net ihcome, 'Sevif theipefcentege'
was small - I couldn't buy'what’was ﬁreﬁiously-interpreted as .
passing oVer‘the percentagestof thetihcorpcrated businese tax
on to usd*'That éercentege*WOuld be mﬁrderto‘the smail'gaeo;inet

station.
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ASSEMBLYMAN CRANE-Y Jerxy, what would be an'aVerage7profit.:'

flgurevfor the average'serv1ce statlonoﬂa"
MR. FERRARA An averagefne£npqui£é.:vq_
ASSEMBLYMAN CRANE f'QéSi7Qnatfééééeﬁéég%ﬂwsﬁiﬁfié‘méﬁe7?]7”
“on hls éf;ss’:lHCludlng all‘hls operatlons°.‘:;.‘-d . mmd%i:‘. R ;
'7f: MR FERRARA -Dun-and Bradstreet andeiglihééf Reébrtsdrlksﬁfw"\‘“""

1
!

'fset at 22 per cent the gross proflt f Now he'netsfout”afveryf;

' small percentage@> A statlon d01ng $150 OOO grossﬁ runningAWithf“

;the beneflts that should be glven to emploYees, Vﬂl“staylihxﬂ
";dabout the seven to elght thousand dollar class nék;f”lpl'dlfaz ;ttt;A:fE ,'_?‘

SENATOR KAY,” Assemblyman Todd

p ASSEMBLYMAN TODD~ Mroerrrara, I wonder:° you mlght .

I

Lol . . T - O S I

' comment about the number of serv1Ce»statiOns Ehat are 1ncorporated B TR
o and what problems thls presents to them,,agaln Ls;an alternatlve? L

MR, FERRARA Well, Ifwould say 1f the tdg‘staysfthéiﬁ‘?fj:rrx-;_.::,3;

,y

-vway 1t 1s, my suggestlon would be even to thewsmallfseryicefr'

vstatlon to 1ncorporate and takb the beneflts tha 1-efcaﬁ'_f?:ff'*“*‘j: %%f»‘ﬁ-
v derlve from it.. At present, about 12 per cent of the‘serVi¢¢:7{x . '.ﬁdlvny
: statlons are 1ncorporated and they are USually t‘léféefvonéé;i

who elther haVe one Or:more stat:.:onse o “f R EH A

SENATOR KAY., Any other quegtibnse,.fua*legssnsegl’,
Thank youp Mrs Ferraraosd . 1
George E Smlth

|
o R S 1R R
'GEORGE . “E. SMITH; Mr, Chairman and members of . |
|

- a2a




your Comﬁlttee;v'l would llke to.take thlS opportunlty to thank

you for maklng thls meetlng poss1ble;n I thlnk 1t is very wonder-ja

ful that we have thls opportunlty to come here‘and e#press our

' drfferences of oplnlon as far as,thls unlncorporated tax is

Concerhed | | o |

My namells George‘E Sﬁlth of West Englewood .New Jersey,
ahd‘I am a wholesale dlstrlbutor of hospltal llnenswand textlles.(
I would llke to call to your attentlon‘flrst thatb |

w1th1n thlS group of unlncorporated bus1nesses as far as l cah'

“ gather there are three distinct types‘of buslnesses; First‘there'
_are those that‘deal lh seryices and theh those‘that.are lhptheh‘
retail business‘and theh those that'are»ln £helwholé551e"rﬁsiﬁé;é;l
| I am sure uheh‘thls law was wrltten that theyimeant.ltv

.to be-equltable'toiall those concerned 1nvthe unlncorporated

gfbup,: ﬁowever, w1th thlS gross recelpts clause the way thls‘

'tax isvoperated it is really ]ust the opp051te; |

You take this. flrst group whlch include doctors and
lawyers and so forth;, They are actually taked on thelr gross
income( although‘it‘ls called'grossvrecelpts, because the retall
group are-taxed-oh their sales. However, you‘have allowed thlS?

'partlcular group $150 000 deductlon. Actually 1n‘thls partlcular‘

group of retall stores and so forth they have a‘p0551ble gross

markup of about 50_'per‘~cent° So up to $75 OOO gross they do not o

pay any tax under‘this law; | o

The last group. in which I am, with our method of operation .
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we are not able to have as large a percentage of§markup because
of the type of bus1ness and, therefore, we depend on volume,
Taking a $50 000 gross profit,vwe will say, the first

group would pay $l25 in taxes°§ The second groug wouldn“t pay

any taxes., The third group would have to do over half a million
| "

dollars 1n order to gross $50 OOO This means ﬂhaﬂ this
particular group would pay $l250 in taxeso f‘ ‘

. N ) 5
So it is my opinion this law is unfair, thaﬂ it needs

changing and that is why I am here to bring these points to

your attention and to your consideration. i:
N SENATOR KAY: Thank you very much, Mr, Smith.

Assemblyman Todd.,

‘ ASSEMBLYMAN TODD: Through you, Mr Chairman - Mr, Smlth

what is your reactlon to a gross profits, a net‘recelpt a net

‘income, whateyer phrase you choose to apply to it,lbut con-

verting‘the unincorporated business‘tax rrom‘anacross~the;board

gross tax to a net earnings tax? ] | ,fi
MR;VSMITH% Well, if this tax mas equitably distributed

as far as percentage is concerned, I have no objection to it the

way it is. You are eliminating this textile grpup where I

think you are missing a big boat. I don t knowhow many textlle

people there are in the State nor do I know hoM mahy unlncorporated
businesses there are in the Stateo Maybe you can glve me that

| i
information, Dld I read in the paper that there Jre 18 OOO

unincorporated businesses in the State?
SENATOR KAY: I am not prepared to answer that.

| |
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© MR. SMITH: Well, T read this statement some place and
raising §26 million under this particular lav that if each
person'Who?isfunincorporatedvand ih?buéiﬁéséfif:tﬂeyséréfﬁaxéaﬁi'77
,$125 you w1ll get your $24 or $26 mllllon,‘or brlng thlS tax sojh
',,that 1t is equltable so far as all are concerned ' You arehy”
ellminatlng one groun eutrrely and the tax 1s falilnd on‘them:
'yother two.add in the thlrd grouo theitax rs ten to)twelve tlmes
‘hlgher than thevfrrst éroup whlch is certaJ-.nlydun'faJ.r° y_ﬂf‘ |
SENATOR KAY ’ Anygother*memher,of-the Commlttee;haveiany N

iy
. ;ﬁH}: .
ey

questlons of thlS w1tness° [No response ]
. Thank you very much, Mr Smlth, for appearlng here todayfn

.yand lettlng us have your v1ewso

‘;.—,

MR SMITH-i Thank you very much. T

| SENATOR KAY,. At thlS t1me the co-chalrman has adv1sed
-:' ) . . . Lol . g -,U

me I had made a notatlon I felt we should take a flve—mlnute o L

bbreakeﬁ-Again I would]like”to»limit it'toxthe’fiverminute'j;;Th,ffﬁ:cﬁ

-period; The Chalrman w1ll be here ready to go 1n flve mlnutese,,juiv7u

[Flve-Mlnute Recess ]
SENATOR KAY-H‘ We w1ll resume the hearrnd and”I Wlllui
bcall on. Mayor John L Hogan. Apparently he wasn t able to ‘kf*
'remalnoga | L o - -

Mayor Anzovino, .

L~A3W,R.E;N-CfE_‘;.AjN;z'ongI*NfO:* 'faMybnaﬁe»is‘LarryfAnzovino EA
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and I am Mayor of Dunellen and:sitting next to ﬁe 1

from Sayreville and what we are asking for is tﬁe a

tax year 1967 as an alternate &ear and amend the by
personal property tax enacted in 1966. é

i o . v i o .
I would like to first speak about my communi

I know that I am speaking not only of my community

most communities in the State of New Jersey° i

Dunellen is faced with a withdrawal of 300 g

within the next year. Our only industry, our main

two weeks ago made a recommendation to close the pl

lost $55,000 as a result of this law.
~We are faced with record-breaking increases

as police raises and teachers' salaries.

I
'

About two months ago, Ifcalled a meeting | of

] Mayor Kerr
delng of the

lsiness

ty and

but of
upils
industry,
ant, We

as far

51 mayors

that were affected and from this meeting we decided to call

another meeting of mayors, one representing each county. We

felt that‘approximately 70 pef;cent of the communities in the

State of New Jersey have been affected by this law/
Bridgewater lost $34O OOO Albert Haywood,

assessor from Bridgewater is here°

the tax

North Brunswick lost $125,000,

Piscataway lost $135 OOO Garwood, $27 000; Highland Park,

$28,000; SayreVille, $133 OOO” EWing Township, $200,000;

Middlesex County, $8,000.
Middlesex County had a loss of $600,000,

The reason we had these meetings is more|or
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‘the taxpayers of the State of New Jersey,

u_l966 so thlS wouldn t affect hlm,{l

pressure on the leglslators for expedlency to try to have thls: -

blll passed, thlS amendment passed where 1t would help us 1n [
v thejyear 1967, But I'belleVe‘the,WaY'lt appears.now 1t.would.‘f»-55.'

'Ibe tOo“late~foryus; o

’I'also feelhthatﬁif.it wasipassedxthis7yearylwe@could"u”

use it as surplus for next yearo,;

']: I don t thlnk that when thlS blll was - passed thef-'f

‘leglslators reallzed that there would be repercu351ons such as

”:there w1ll-be‘from.here-on11n because»1t.does’1nvolvejmostjall:éff:

- I contacted 140 mayors and found that most of the‘mayors

'{ n

'are in favor Of'thls amendment’ I also would llke to say that «

"'5& th i

one. of the mayors dld recelve $lOO 000 as a result of the year L

s NoW’the'questlon Ls*ﬁ Where do we get the money’; Well

I would llke to know what happened to our money. I was talklng' o

to one of the Senators and he felt that eventually the'personal

;property tax w1ll y1eld an excess Wthh Wlll glve the State the 7ffvf

money to return to us the money that we lost

At the Mayors' Conference in- May there w1ll be a.

.resolutlon passed.pertalnlng-toﬁthls lawo_vResolutIons-haves
:béen’sent togallﬁcOmmunitiesQ'JLiterature'alsofhasfbeén‘sentb
to all COmmunities.. The loss to communltles would be $5 4 mllllon,:,

Hackensack also lost $129 OOO Woodbrldge lost $57 OOO

So what I am: asklng for 1s an- amendment passed - 281 208
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' and 179 passed by the leglslc
‘l SENATOR KAY-‘ Thank yo
Commlttee have any guestlons
ASSEMBLYMAN TODD° ’l'n

;as]c the Mayor whether he fee
.anythlng more than a stopmgaf
‘measure and does he have any
"permanent solutlonnof thls pr
:: MAYOR ANZOVINO“V
would be the repeal of the pa

"?

'*would we lose or the other Ca

.SENATOR KAY'

!7!'5

ASSEMBLYMAN CRANE~. Mayor,
of the law as a permanent solutlonav

' the mun1c1pallty be allowed to charge thelr ow

H

'as.they_Were'beforefwithvyour
"bfor example, what a computer

MAYOR ANZOVINO°‘

Sit would be more beneflc1al o us., -
ASSEMBLYMAN CRANE» ,Becausé as’farﬁassd
1feel you would get more. dollars back thlS way

fthe problems that you have w1th 1t°.

MAYOR ANZOVINO°

- ASSEMBLYMAN CRANE° Haveiyou consulted :

thlS subject7 Vr"

MAYOR ANZOVINO°‘

Well‘

Assemb]yman Cranea ’ ,;“

Well‘

nght, -;gr

No,li

tors.,
you, Mayor.
?
ight through you,
1s thé incluSion
S'neasure orhtenpo
thoughts on what
oblemavi”: |

Lckage,‘ But 1f 1t

1f T may, yo
Would you
-assessors trylng

1s5erth‘or Whate*

speaking foryour

havenltg"? :

I 1mag1ne the per

>mmunit1es lose‘th

*3W

Yc

RS KA

5__

a

|
|.’1 |

Mr@ Chalrmanp

was
[

_%OWn,
. I Co
L

llars go,

Ay hepebs of tne

off“67 1s‘
rary relief

might be a,more

mbney for 19679

then ask that

localhtaxatlon'

you_”

1
T e B0 e
in spite of all =

ur assessor on

just
anent SOlutionx-vp
repealed, i;pv;
asked for repeal 1d

~§etérmine@* e

I would say
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MAYOR KERR: Well »mlght I say 1n talklng w1th Mr Kolb.> o
bdthe Assessor from Sayrev1lle -—7 -

: SENATOR KAY: Extuse me°' ‘May we havewyourkname,ﬁorithe;;*i*v

v MAYOR KERR. beorKerr of Sayrev1lle;":Perhaps a*moféfkf"

'equltable solutlon would be 1f a percentage baSis;werefworkedrf[l”

out. Sayrev1lle has a very,gvery favorable tax fatéibecéuéeg?fzi“
of our induStrialfclimatelin'the'communityo‘ We have stlll a.lil:h

great land potentlal for 1ndustr1al development and of Coursejfff'"

’hand in hand'w1th:lndustrlal,development'we.must balance;with;_,l.”'
residential development. These all»necessitatevserVicesfto;the;
community. We cannot throw the whole burden backyonfthehhoméf”:fﬁj%}'

owner, Yet we must find an equitable way to reimburse the

community for their effortshtofinducefindustryxto comeain:and
‘at}thérsame»timefservice the ihauétfyg*"”'"' £

I heard the questlons asked thlS afternoon of how thlsr

;mlght be worked out I am a very young nov1ce 1n thls fleld
have trled to learn a great deal here today and 1t has been most
frultful in thatvrespec':t.a I don t envy you your p051tlons as

you looklat thiSfproblem;’ But I thlnk you cannot stop and say

a munlclpallty is llmlted‘at a certaln flgure because there‘?

are mun1c1pa11t1es such as’ours who aredstrlvlng to 1nduce lndustry

vto come in to‘reduce the‘tax burden on the taxpayer. |
What type of formula yourcan use, Ivdon t know, but

perhaps a percentage formula 1s the most equltable way to glVe

e



some type of benefit or rewardbto those communities who must suffer,
and we do suffer as well as gain from industry.

SENATOR KAY: Assemblyman De Korte.

|
\

ASSEMBLYMAN DE KORTE: : Trying to simplify This, suppose
that an amount were to be paid back to your muﬁicipality

i

roughly equivalent to the increase in the amount which the State

might collect from business §ersonal property located within

| |
your municipality, 1968 over 1967. 1In other wprdé, let's suppose

that as additional amounts are collected from ﬁhis source by

the State such additional amounts were funnell%d back to the

municipality from which theyfwere collected, Would that be

satisfactory to you?

0

, MAYOR KERR: Without knowing all the fa ts| and figures
or what we can anticipate for the coming year,| I couldn’t
truthfully answer you that questiono

ASSEMBLYMAN DE KORTE:: Well, I am trying to grossly

over-simplify this frankly.. Perhaps you can resbond to the
questioné

MRS . ANGELA SZYMANSKI: Well, I would like to ask
Assemblyman Todd or someone a dquestion referring to his proposal

|

|

Fs receive their

money ; it is supposed to be paid back on the amount of com-

for the excess dollarsfafterwall the municipaiiti

mercial, industrial or farmland. Well, Middlesex Borough is

primarily a residential borough, but we are bringing in industry
as of last year and the year;beforeo We, of #oﬁrse, are losing
, , : ‘ T S ST
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money by not including the year 1967 also, but because of the
way the personal property tax did run, it ran a year behind.- in
other words, you didn‘t pay the tax the year you went in business,
your tax was paid the following year = SQ this would result, of
course, in '68 being a much better year because, as I'say, now
we are bringing in industry.  But we are still primarily residential.,
Now what I feel - the way I understand it, the excess is
only going to be returned according to your commercial, industrial
or farmland° Well, we have residential properties that house
lawyers, doctors, dentists, beauticians; They are all payiﬁgt
into this tax. The same applies to apartments. We arelbrinéing
in apartments. They are paying on this retail sales tax. 'Wﬁy,
isn‘'t this classification of property going to be included in
the total amount of this excess money? Why just limit it to™"
commercial, industrial and farmland? X
ASSEMBLYMAN DE KORTE: Well, this is what I was reaching
for before, believe it or not. What I have in mind is én
amendment which would relate more closely increases in business
personal property in your community to the amount of the excess
you Would get back in your community so that there was a relation-
ship directly between how much business you had attracted to
your community in the future and how much of this excess money
collected by the State you would in the future get back. This
is what I am trying to reach for and what I am trying to ask

you is: Assuming something like that could be worked out and. the
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fpoint‘affview’théf'ydu.had»a

‘ldid’not.lnclude.“67 becauSe I

are loSing‘in'the’hundreds_of;

| think theére is going to be in

to some of them. As 1 saia,
; ASSEMBLYMAN DE KORTE'
1967 as an alternatlve year s
and then went beyond that and
.whloh would rewardsthosevmunl
;7huSlnésspdevelopmenthwithin;t
l}beasatisfaotofy_fnomfthedmunl
MRS SZYMANSKI:  Yes i
l'ofvthevtoWn,‘not‘based:on tot
lndﬁs¢rial and'farmland; |
SENATOR KAY -'c'aﬁla’ 1
the record; pleaseo J

S MRS SZYMANSKI

~and myfname is Angela,szymans

'ASSEMBLYMAN TODD:

. Thisyfotmula that we talked'dboﬁtbfor'sdrplus‘I

to none"of us here., -

vpart of the 1966 replacement

‘based around:thOse partlcular

fMiddieseX‘Bofough

have your name and

I might just comment
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#

V'the moneys 1nvolved ln redlstrlbutlon would be money‘”'

.property 1n our tax books as re51dent1al because 1t ist thm

're31dence even though they have thelr bus1ness 1n thelr home.

:'have a bu51ness 1n your house, the assessor kneW’ltfand;he\
'fmade}sure_he%sent~yow,a.form;_ Maybe ln a larger tow““
= harderntoacontroiuthis; But our re51dent1al property dld

1nclude bu31ness peoplee
Qquestron? ' Assemblyman Fekety° '3gi;‘°‘x
'the attorney from Ew1ng Townshlp stated that he would llk

"see the munlclpallty take back the admlnlstratlon of the -

Personal proPerty tax. DO you concur w1th that7pf“'

only b the tax on bu51ness personal property,; o
Y .

i

MRS SZYMANSKI- Well as I stated before}

j‘bu51ness people 1n res1dent1al dwelllngs,v We Classlfy thﬁ,g_\

We cannot cla851fy 1t as a: bu51ness, but they have beenhpaylng on_ ii]~

the personal property,‘ Fortunately I guess w1th the sm ler'

,communlty, the assessor knows practlcally everybody soilf you ;ff,f"

SENATOR KAY.s Thank you° ]AnyﬂotherumemberﬂhaVefatw?,;;‘;g.ﬁfi5b

ASSEMBLYMAN FEKETY Through you, Mru Chalrman:

V'MAYOR, ANZOVINOr vIn other_words,1repea1;theabusinessf*~fﬂfb)

personal property tax package°‘jf

ASSEMBLYMAN FEKETY And have the State revert 1t:back ‘

to. the munlclpalltysi.

MAYOR ANZOVINO -Well, the-Way’Iffeel I don t thlnk 1t -f~{4d

' makes much dlfference what the alternatlves are, prov1d1ng we

e
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receive the $55,000 we lost. I know this doesd“t

question., Our town is a mile square. I am'deﬁiat

now if you don't mind. WevhaVe 7500 pedple‘ani thi

why this bill is so unfair and inadequate is tﬂat

done 1s raised our taxes., Our increase has doqble

of this law. I am not sure if I can really qualif

answering your question.
MAYOR KERR: Could I.jﬁst make a comment

~ ASSEMBLYMAN FEKETY: Yes, Mrs. Kerr.

EHMAYOR.KERR: I think it would depend upon

tax would be then levied whéther or not it would b

go back as it has in the paét:underla municipal

the basis of a uniform State assessment, Now perh
case, the uniform assessment that the State would
fall fér below what éven we are certified to recei

' ASSEMBLYMAN FEKETY: You would lose money

formula todaYQ

MAYOR KERR: If it were not done with the

rate applyihg as it had in the past. But if we

subjected to perhaps a uniformvrate struck by the
equalizé this throughbut the State; in all probabi
would lose money. We have already loSt'$133,384

ASSEMBLYMAN FEKETY: This $133,000 was base

- formula?

' MAYOR KERR: Right.
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‘we dlscussed W1th our assessor and strlklng 1t on a unlform

- number of;munlclpallﬁles, Whereas, 1f we are certlfled a

'7L?certa1n flgure, lncludlng as an alternate year 1967 and thenﬁ;

1t1es who do encourage 1ndustry to come in. are rewarded by
;;a percentage 1ncrease -»now whether’that would be_on the over—’-

ASSEMBLYMAN FEKETY‘ Quite a few péople*aren,.TaWare_df.~Vigp;_:

' the fact that the formula on deprec1atlon of machlnery has been

o reduced‘ Whereas the people say they lost money 1n Il67 they

are stlll applylng the old formula. Now 1f they were to take

=7back from the State and w1th the State s formula,they Wlll be-fygsg-f'

'freceIV1ng less money than they dld in '66. S:

MAYOR KERR.. That s rlght

ASSEMBLYMAN FEKETY. Thls is why I sug<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>