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·. ADVISORY COID'D:'l'TEE ON ASSESSMENT PRACTICES 

June 24, 1960 
. . . . . . -· 

$tate Trea.su;rer ·John A. Ker~bk todq announced the ~Jnbersbip of 
the Advisoey Commi;tee ·on Assess~nt Practices £o~med b:y- Kervick follow-. . . . . . . . . . ' . \ . . 

. ·~ enactment of. Assembly Bill No. 198--the Co~t:y-Ratio Assessrne).lt 

Act.· The Committee, w~ch will hold.its i'irstmeeting a-i:; tl).e State 

ltous(;l on June 28th, w.Lll be compose~ of repres~ntatives of local and 
. . ' . . . 

¢ounty tax offices,. :i.ndustry and·' the account:i.ng and legal professio:ns •.. : . . .. , . . 

I:t will,consult With State tax off;to:ials in thepreparationof the new 

~rocedures, ~egulaticms and forms. ~e .· necese.ary by the enactment ~£ . ' 
~.-198 and tdll study the impact . of . t.he new legislation f~om the stand- · 

· point ~f sound administration~~· equitable tax fesuJ.ts.> 

. . 

~· • • • • • • • •· •· • . •.· -• .• • • • • ., . • . ., • _. . '· • • • • r •. • •. • •.. : • 
. . . . . 
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It takes more than a tax la~ to-make .a tax program. Chapter 51 be-_ 

-came law on June 15th,-1960and re'qui;ed filing of the first taxpayer 

returns- on May 1st_, 1961. These :Cir-st tax returp.s covered the "book values" -

of-personal property used_ i;i business on January 1~ 1960 as the basis for 
",• . ·. . . 

property ta:icespayable ir11962. 

Tbenew legislation; therefore, .providedll_months for administrative 
. .·. . . . . . "' . '• .. , .- . . · .. 

activities preceding receipt oft.he first returns. These-activities were 

intended to se1i ;ules ~nd regcl,ations, -prc:,vide return £oms and i~s-tructi()l'ls 
' . . .• 

for taxpayer use, distribute the forms to taxpayers., -and prepare assessors 
- -

and oth~r administrative personnel to receive and process the riew returns. 

The overall problems requiring immediate solution fell into five major -

ca.i;egoriesi 
. . .· 

1. Formulation. of rules and reilations to impl~ent 
· Chapter 51. - · - · - · · 

2. ·Development and distributiqn. of a. taxpayer return form, 
together with instructions· for reporting the bo.ok value 
of Tangible Personal Property Used in Business .• 

' - . ,• . . 

3 • . Establishment-· of an educational program for -county :tax 
- •- board members, local assessor,s, and other persons • 
- _ associated with local assessment administration.. 

4. -· Creation of a general public relations program to ex-
plain t~e intent and features of the law• -

-5. 'Organization_ and staffing of.a Personal Property Tax _ 
Section within. the Local Property Tax Bureau {Division 

-_ ·of Taxation) to handle.·-.inquiries and pr,ocess the dupli-
--cate returns -required by i.,,.. - · · 

A. Advisory Committee on Assessment __ Practices 

Inimediately upon the _-Governor's approval of Chapte; -51 on June 15th) 

1960 the State •-T;easurer appointed an Advisory .-Committee. on-Assessment 

Practices. - In addition to representatives of the State Division of 

Taxation, the Association:or M1Ulicipa1 Assessors, and the Association-of 





County Tax Board Commissioners and Secretarle$, this 4$ member Advisory 

Committee included representatives of the New Jersey Manufacturers 

Association, New Jersey Bar Association, New Jersey Taxpayers Association, 

New Jersey Association of Real Estate Boards, New Jersey State Chamber 

of Commerce, New Jersey Association ot Public Accountants., New Jersey 

Society of Certified Public Accountants., New Jersey Farm Bureau and the 

New Jersey State League- of Municipalities. Representativef;l o£ the v~rious 

organizations were selected by the organizations-themselves at the in• 

vitation of the State Treasurer. 

Th,e Committee also included six individuals appointed by the State 

Treasurer in ~ecognition of their knowledge and experience in New Jersey 

property tax matters. This group included Aaron K. Neeld., former State 

Treasurer and Director of TBJCation; E. Rowland Major, former State 

Supervisor of the Local Property Tax Bureau; Thomas F • Carlin., Secretary 

of the State Division of 1Tax Appeals; Theodore I. Botter., Deputy Attorney-

GeneralJ Ernest c. Reock, Jr., Director, (Rutgers University) Bureau of 

Research and Leo Rosenblum of Jersey Cit~~ attorney for the_ New· Jersey 

Association of Municipal Assessors .• 

The purpose of this Committee was stated in the introductory remarks 

ot the Director of Taxation at the first Committee Meeting on June 28, 1960•• 
The purpose of this meeting is to consider procedures for 
administering Assembly Bill No. 198 signed into law by 
Governor Mayner on June 15, 1960. _ We are concerned here 
with the contents of a specific law already enacted. What-
ever reservations some of us may have concerning any of the 
features of this law, we must proceed in full recognition 
t,hat we are not going to change any of them here today. 
This is not a legislative hearing where alternative provisions 
maybe discussed or new proposals developed. We can save 
time and accomplish our purpose by avoiding .digresaiotlS 
into the realm, ,(Jf'·JfwhatF'.~t' -.ve: ~U 
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Each:o:t us h~re·today has a special· interest in .inakirig·.·th~·· 
new law work equitaply $.nd. with· a ·minimum of ·administrative 

· •·friction or cost.· To this .end,. I propose that our discussion 
be limited to administrative requu-ements for. implementing· · 

. ·.· • · As~embly Bill 198 ( miapter 51, · 1,a~s of 1960) and resist 
. temptation tp appraise, it~. contents in any. other tel'.iDS.-
There is plenty in the new law to occupy our full attention 
within this practicai ·. restl"iction. · · 

· This l~ge Advisory Committe$ was supplemented by so many iivolun,teerslt 
. - ·. . . . . . . 

-that attendance at every meeting far ex~eeded the -Commi.ttee 1:s membership.· 
. . 

Supplied with the latest inf orma:t;i_on about the rules, regulations and re .. 

• turn t'o~s being prepared :by the Div:ision (Jf Taxation, . the· Committee met .•• 
. . . . . . . . ·. ' . . . . . . . . ' - . 

in tour ul--day sessions to consider in detail each aspect of Chapter 511s 
. . . . . . . .. ·. . . . •., 

administrative requirements and PtC?cedures. ·. The meetings, fpr which mem- · .. 
bers undertook extensive preparation, were· marked by wide diversity. of _. _ 

' . ' . . . . . . . 

views. 

Highlights of ·the- Advisory Committee's activit·i~s are ~ized 

below: 

June J.6., i96d - ·. ·· ··• 

June 241 1960 ;.. 

. . . . . . 

Jime. 28, 1960-

August 31 1960 .. 

. , . 
. . . . ·. . : :· 

. ·... . .·: 

State Treasu:r.er John A. Kervick ~nounced 'plans.for ·. 
£o~tion of Advi$Oi'y Committee on assessment prac- ·• 
tices · t9 · e onsult 'with state ·officials in the prepara.-
tion of new procedures, .regulations and fornis .made . 
necessary by enactment of Assembly Bill No. 198 

· . (Chapter 51,f L~_ 1960) · - .. . . . · - - .. ·_ · ·· .. -· 

State Treasurer lannounqed the member.ship of the< 
Advisocy Committee and set its .first meeting for· 
·June 28th.· · · 

·. First meeting. Reviewed Chapter 51 and four ma3or 
element$ of its implemetrt.ation: . (1) tax calendar; 
(2) rul~s, regulations, and inte:rpretations; 

· (3) personal property taxpayer return £orm1 and 
(4) educ·ational pzaograms. . 

First outline: of Rules and Regulations ~dto 
members together with memoranda and other material$ · 
relative_ to location arid identification of taxable 
personal property used.in business and method of 
depreciation. .. ·.· - . . •. .. . 
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. . . -~· ... · .. ·· .... ·.· .. ··· .. • .. , ... ·.··• ··.• .. ,, 

·. .s~·cond meeting.· (1) Pr~cedure established f~ dis•; . 
. ··. tribution of taxpayer re3turn:. t orms through County ·. 

Boards of Taxation .·local·assessors; (2) ·Distinctions· 
·· bet.ween real. and .personal property., .. and, am.ong cats. 

.· gories of p~sonal property explained; (3) Developed : 
basis for iriterpr~ting 11diStrict..wide adjustment ·· 

... o.f .real property t,axable valuations II in questions . 
·. C>t· making an exceptiQn to the "common level" pro- . · · · 

vision. (Sec •. 8); {4) :ffixtended discussion of methods. ·. 
of depreciation: :and possible .regulations; (5) Dis•. 
cu.ssed··ot.her problems,· such as. base year of pr·operty 
valuations, railroad property revaluation, ·.mechanical· 
data processing an.d billing facilities. · · · 

· September 27, 1960 - Draft of R11les .. a•nd Regulations.,· model municipal : . 
·· · · ordinance exempting household personal property, .. 

and Qtber materials mailed to members~,.. · 
. . . 

October 6, 1960 -

· November 30• 1960 -

. . 

December 7,. 1960 .~ · 

Third meeting. (l) :~ewed tentative rules and · 
regulations:in .detail;: (2). Discussed different··views 

· on req,uirem.ents of the. new law concerning depreciation 
and considered possible regulations; (3) Form and. ··. · · 
content·,of possible uniform local property- tax bills . 
discussed from standpoint ·of practical implemerita- . · 
tion; {4) Rec.eived s$com:mittee report on_ tax forms ·•· 
and.· mechanical.· operations •. · · 

. Tentati~e business personal property tax f~ (PPT-lj., 
amended definition of re~l property, regulations re- · .. 
lating to .<iepreciation together w.i. th sample schedules .. · 
for.their applieat~ona.nd methods for determining 
average ·1nveritory valuations mailed to Committee 
members~· · · · 

Fourth meeting~ .. v ~c>us. niethods . of depreciation . . 
and opposing views concerning appropriate regulation . 

. thoroughly- reviewed. Other discussion included the 
tax treatment 0£ business inventories and miscellaneous ... 
questions conce:rning the_ tentative taxpayer return •. · .·. 
form for tarigiblepei,ronal property used in business · 
(PPT.-1),. • : ·· ... · •.. · · . · . .· ··. ·. · · · · . · · ... 

. It is apparent £r0lli even ~o casuai a ~ataloging- 6f its activities ... 

· that the• Advisory Committee wa~ a11 active center of' discussion and review · 

of · the preparatio1:1s ne~essary .. to impl8Illetlt • Chapter 51. . Although the · · 

. Catlmi.ttee was most conce~d.· with regulat,ions and taxpayer returns imple-: 
. . . :. . _, .. ·. . . . 

ment~ "book.value": assessments ·ot .tangib¥•·pe;rsonai property used 1.n•· 

•. business, i~s advice was. s6~ht';ilf :a].f.a~peot$ ;of th$ ·new legislation• . 



... 
~-.. --: -~ 

,:j~ , u 
.£ 

,1;' IP ','l 
4t\.~~¥ 

•: 

-. 

r 

.. 



.··• ...... s~ :. 
It is significant. thclt Commit.tee men1bers. helped the Di vision of' Taxation .·. 

personnel and local tax. off~cials.: explain :]~he program to taxpayer . g:r~ps 

after the Comm:tttee 1s:f"ormal. work·hadbe~n completed._ In this :res~ct,··.· 

the Advi~ox-y Comirdttee was ;an outs~~ ~.~XBJllPie o~ a . cooperatd. ve effort 

by:taxf)ayers and tax officials to Irlake)·a new tax neasure work in the best 

possible manner •. · 
B. . Coo;eera tins Comrni ttee . of County Board . Cc>mmissioners .. and SeCl'etaries ••. 

In addition to the Advisory Conmdt,t.ee'•on Assessment Practices and· ....• 

_Laws, the -Division of .Taxation·· t~ned.to_theNew. Jersey Association of· ... 

County Tax Board Corilni~sioners and Se<lreta:d~s for professionalcourisel. 

Tb:i.s fifteen year >old organiza~ion had, in 19$2., established a Coope~at- . · . 

. irig Co:mmi:t.tee as an advisory group to assi9:t i:ri establishing a Local, Property 
. . : . . .-, . - ·- . -· .. 

Property Tax Burea~ within the Di,r.tsidn :of Taxa:bion. 4:fterwards, _ the . 
. ' _. ,, .- . 

.. Cooperating Committee began to hold monthly meet~s With the Director .:· 

of Taxation and th~ Local -Property .. 'l'ax Bureau to review legislation, court 
decisions, and other matters: concernmg\ocai ~roperty tax administration. 

The Committee-was·influential in developing the Rutgers program for 

. assessors •• both the irt-service training courses and · the annual conf ereri~• . 

-It was responsible for the E1uceess ofa series of introductory•courses 

· for assessors in the use of thEl Reai Property Appraisal Manual. And it 

played a prominen~ role in de~lopi~ the current equalization program •.. ·. 
. . . . . . . . . 

Besides continuing to . advise'. the Director of Taxation; the Committee • 

has undertaken the monthly publication of' "'The Cooperating Committee 
. . . . - '. -. :·- •·. : ; . ,. .· ._ 

Ret>ort. 11 .. ·This reptirt, cont~ning·· detiµ;led ~ccounts .. Gf ·monthly 'discussioms .. 

·· m th the Director and personnel of the Local Property Tax Bureau, is an ·. 
• important. source of current pro~rty tax i~~rmation ·county: tax boards ·· · 

. . .. · ,· ,. . ·.-• . -:·- . - . ., . 

throughout the state. . . 
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Assembly Bill 198 came under study by the Cooperating Connnittee · 

iilimediatelyafter its introduction. in January., 1960. The Committee 

participated in legislative discussions of the bill and later m the 

deliberations of the Treasurer's Advisory Committee on Implementation 

of Chapter 51., The extensive consideration given by the Cooperating 

Committee to Assembly Bill 198 both before and a!ter its enactment as 

· Chapter 51 can be seen in the follo'Wing list of specific subjects covered 

in its meetings: 

January 28, 1960 

February 25., 1960 

March 24., 1960 

April 28, 1960 

March 26, 1960 

June 23., 1960 

September 29, 1960 

County variable rations 
Effect on veteran exemptions 
n n utility tax 
n n debt limits 
11 n equalization process 
n - n personal property 
11 11 farm land 
n II state school aid 

Amendments proposed by state assessors 
association., including market value de-
finition, base year concept., deprecia-
tion., inventories., return forms, penal-
ties., raw materials and small tools 

Amendment of date for establishment 
of county ratio, other amendments and 
companion legislation 

Personalty used in business, common 
level concept., household personalty, 
administrative burden on assessors 

Equalization of personal property, effect 
on state school aid, abandonment of 
household personalty 

Review of A-198 as finally adopted on 
June 15., 1960, constitutionality, 
participation in Treasurer1s Advisory 
Committee, distribution of law to all 
assessors." 

Review of Director's rules and regula-
tions 
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Octbber 27; 1960 

January · 26, 1961 

February 23., 1961 

J:fiarch 23., 1961 

May 4., 1961 

Choice of county ratios, abandonment 
of household personalty., depreciaiiion 
of business personalty return forms. 

County ratios., amendment of rµles and 
regulations, orientation classess for 
assessors 

Trailers. and· motor vehicles.,. return 
form for personal property., distri-
bution of forms to taxpayers 

Progress of orientation classes., .return 
f orni, amendment of rules and regula-
tions, review of tax list forms., as-
sessors t questions 

Postponement of Chapter 51., continued 
abandonment of household personalty . 

In addition to its Ooopera.ting Committee's monthly discussions and 

reports on A-198, the annua:t meeting of the Association of County Tax 

Board Commissioners and Secretaries in May, 1961 subjected. Assembly Bill 
( 
198 to a thorough reView. 

The Cooperating Cammi ttee took the .lead i11 organizing an educational 

program for assessors in each of the twenty-one New Jersey counties. 

Throughout the 11implementaticm period'' for Chapter 51 ( June 15., 1960 -• 

May 4, 1961), the Cooperating Committee and the county tax board :rrembers 

and secretaries they represented met with local assessors. County tax 

boards also served.as distribution centers through which more.than one 

million personal property tax return forms and instructions were given 

to assessors and taxpayers. .From the Cooperating Committee had come the 

leadership needed to prepare county tax boards for their new responsi-

bilities under Chapter $1. 
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NEW JERSEY ASSOCIATION OF OOUN~ \.rAi--:BOARD:'.COMMISSIONERS Al\lD 
SEcffi.ETi;RIES ·, · . . · · 

Cooperating· Coznm:tttee Member.ship ··. 

Fred c.'}1cCoy,: Secretarr~: Morri~ County ~oaj:'d ot Taxationi. President .··.· 

Frederick o,cSllndheim.1 S~pretary, Warren .~P'Ull~f Bo?1'd~ Vice-President·· ... ·.· . 

Ralph l\T •. · Bull, member o.{.$ulS$6X cbunty Bo~d; · $ecre~y-Treasurei: 
·. . ' .. ·• •,.' : ·.' . ·:··. ' .. ·_.: .. , .,···.·.-... . ' .' '.-·. ,. . : " 

·Abt~· B~oosbianj ~eniber·•or•'1JLorris Qouh~i-Board 
':J:.a't-Mettee ~~lfut, ~~fi :_~nty :·• . 

. John A. Bor<ie~j Pi-esid~nt; Camden Coillli-l. ~9ard 

Francis A~ Byr~, .· member ~£ Essex C6ti~tyd3o~d-.; 
WilliaJll J. Harding, President pf -~d~es$JC;P~tir. Boa.rd 
J. Chest¢r Hohlan., Secretary, O~eari Countj)oard . ... . . . .. . . . .. - -,, -· . . . 

· Anthony J.P~o,Secre~y~ 1v1e;cer'c_6'.u1rfy:Bqa±-d' 

Cari A~.· iuhlina~, · ·ptember of lluc3.~_<m Q9mity ::13pax-d )· .. 
R~ndJfllheeler., T?JC Cpllector.,.: ~ddonf;ielgi repr~sent~ng New ~erse:r 
Association of Collectors and_Reoeiv-ers · · · · ·· · ·' • · · · ·· · 

· -Russel·T. Wi1s.on:., Assessor., Englewoocl/ieptesenting: Ne~r Je~sey 
.· Association of Municip~ AsEJ,essofs .···.· .. ' . • •. (' >> ...... · . ·· · •·• •· . . · ... i• 

. · At.· each ~on.tlily me~t~~, ·1;w9.:c0llnty t~';oo~d~ . tiot ·repi-esen~e¥ .. · 
in the Asso~i~tiori1s Execni~i~e· C~mmit~ee are i.rryited~ to jtji11t~e.~. 

Cooperatilig Gi:>111aj.tt,ee, ;. / . 
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. o. ·····•Rul.es ~e.nd-·it~gµlati6~. . . 
, -::. :·· ·.··. 

/· . 

. · (1) ·. Basis for· rule~·: and :t'~ · ·. · ·• · ~ns > 
. ·. . . . ' . . . . ., .. 'Ai.!.. ,. >. : 

:ay,•. direct refere~ce .and by infer.~~ce~ the tegfsliture made the.· 
Dir~ctoi .of :T~tion l'8~ponaible £or ;p:ronnilgating aI1d: erifor~ing rules . 

. · and regulations to transforn1 this "J.egisla~ve bl.ueprint•• ,into a· J.opS:L < .... 
. . . . . . ,. . .· '' .. . · .. : ·~·· . ... · .. -., .- . . ' . . ·' ·· .. • . ~··> .· . . ; ,- : 

property t~ ·structure capable o:f unifcirm application. ~hroughout' th~ State.; 

.. ·_ apec±r1ctrererenc~s 1.n d1iapter $f ~o meastires, ruies .ana ~~gtilation~ 

to be developt?d by the Dire,et<>r :or TlipCB.tiotl . appear as follows: .. . 
. . . . . ··.' .. . . . ,· . ' . . ·, .... ,' .·:1 . 

. Section'9 (54:4•2~31)~· ·••Th~ dire~tor shall: make,. pro-· 
Illl.llgate and enforce µniforlll: .rules. and regul;a.tion,s: fa-,: · . 
. ascertaining·· whether property Ts :·real or·. perso~l :am,· .. · ·· 
for identifying ariddetermining the se~raJ. personal·· -

· property classificat:ioilS.0 :_ ·•, . . ·. .. .. . . . 

,,T@fPayer return form for •~apsible. persona1·,r:1ropertz.·used.in business . 

. Section *(} (~4:4;..l~)/ .::!';.,:~each person o~rig pers<:>na1 . 
au-~ used in .b:tisiness•••'.~~:t :pr~-a .a'nd fil.e •. :_,.a r~it1#~,f~-in' ·'. 
:~nf~1=d~to~~;!· •. ::~i'~::::::::•'.':;.as;•J>?8·. -·~~,e~r ... ;o~_· 

Net book vaJ_ue of tangible persc,fu.tl pt6perty used'in busireSS< · 
,_. . .. - ., .. . .... •. '.: ·· ... ·· ··., .· .. •/,. . ·. ·,. . ,. . .. . .. ·· · .. _. ... 

. sectiori 5 (54=4~2.29).. u .... the Director oi theDiv:i.sion 
of T~tiorl may pr,om,.11,_ga~e\u,trl.forpi; · ~s . and ···tegµ:ia"t:40xµ:1 ··. , · ·· 
for the;_ determination: ajid repor.tin,g -of c.osts; de~ecia.~:ton., · 
and< _net. book' value' of <Such pr<>pf;i;i:'ty as he ·. l!ia,y !ind nece.ssa:ey- . 
t9 provide for ',fair and ,equal '~s.ei'essmerits, 'arid' such rules , .. 

·· ·· and~regiµ.ations. nia.Y. inc];ude ~ov:tsions .for· averaging in a .·. 
group or composite.accounts in.thecafleof·a ta.Jtpayer bold,.. 

. ing' items of like property ,:i;:n mq±'e • than: l taxing district:,· 
wher~ it is de'termined by the,Di:rectc»;. that it is im;,;. 

. pr~ci:,icable· to. reportwitl1. respect, tQ:·eachj.te~ separately;' 
and provided t,hat so long as any' depreci~l~ propti:rt.r ·. ·- _·.·· . 
shall remain 'in use or be held 'for use· its fair ,ra,J.ue shall·· 

. be presumecl to be .not J,;~ss titari: 20% of its : Ol'iginal c<ist -
· to the person a.ss~ssed as ~l:iown . by· his said books a.net · 
records, Unless otherwise 'provid:ec;i in said uni:t"orm .. 
rules and regulations·.1,1 · · · · · · · ·· · 
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,r'a1u~tio11 of' b~ili~~s ;nvintanes -. . . . · > .. _.- ··... _ •· ·,-· . _ 

Section 6 (54:4-2.30). ",::jthe Director .qf the Divisi~n. . . of 'l'axation may promQlgate ~fc,ri:rl rul(;ls arid regulations'fpt, ; 
:the.- f'ili:, equitable arid practical valu:a.tio.n qf inven~eti•tt - · 

. . 

.. Co~n ·J.~veJ. of assessment . 

Sectio.n 8 (54:4-ll}. ''•••£or the p~pose of this se·ctipn 
"common levelil; shall mean the 'um,reighted average ratio 0£ -

·assessed. to. true value·or real prope:rty in the taµng· dis~-•.· 
tr:i:,ct . determined: by the . Director.)of tlle D;tvision of': T~tion ·. 
as of'October<i o:f' the:yea,r preceedin~:tbetaxyear.~ •• 11 

·. · · Household P'?l'~onai. prop~r~ •and,. '.per~onal • eff ectei:: 

·· · · Section. 13 {~4:4~9.2}. ·: 11 ._.accordi.ng to stan.dards and . 
· practices set forth i:n 'cinJ.:t:qrm ,tuie s and 'i'$guia,tions , . .· 

promulgated.by the Dir~ctor of t,he Divisi6n _of. Trucation~·tt · 
- -. . . 

. Form: and method used by ~ssessors .· ..... · 

Section 27 (5U:4-26).: _u ••• the:a$sessor.shal'l .. £ollowsuch 
forms and m~thocl,s · as may be pr~sCJ:'il:>ed' by the Dir_ector cxf 
the Division of Taxation ••• ~11· · 

. \ .. •·u~~.~the directbr may-b:Vrt11e require:the -~~sess~r ~-td-'_: -
certify land and improvements in his tax list .aq.cord .. :· .· 
ing to. such charactel'.'is~9s thereof the Director _ .. ··•· . . 

· · may prescribe and he may require .the assessor to, append' . - .·. 
-to bis tax list. a statenien~ sho~g .the total valuation · .. 
. of each. category of,imch property .in the taxing district~'' 

0 • ' ' • •'•. ', ; •' C • ', ••,, > • • •• • • • •, 

Asses.so~J.s·.· list and -dupUcate .. 

Sectidn. 30 (54:4-35)~ ·• · 11 •• ~they s~lbe propefly ma4e , 
up· in such ~er . ~nd £orm:.requ:i.;c-ed by the<Director of 
the Division. of Ta$tion.}.·~'l, . .. . ... · -

In- -addition. to . ~e.s and regulation,s _to be· .. promulgated ·py · the 
. ·. ' . ' .... ,. \' .. . ······ ,. . 

Directbr ofthe DiviS;ion ot Taxation) Chapter 51 recogri:i.:z.ed the Pivision 
'. " ·.·. : ·. . . . . . ' . . . ' . .. .· . . .. 

of T~tion as the gerieral'-"c~nt:r~ltower1~ tor operations Jnd~r the new····. 

tax law.·_. Tb.$ Director w~s .. •c~a_rged ;nth r~;sponsibility to I'E:iceive ~nd _ 

review records or virtual;l.y ~very action ~Ssociiate<i 'with local administra..: .. 

tion of the,. act and, by; inference; to a.s~ufe thlat such. actiotiS -iitere 
·' . . .. . . •. ·. . . . . . ·. 
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pri,vis1ons ol ex1Jt~ .~ eBt,µ,iial)l,bg tlie ,Ji t~ St,iitt,t~ d¥ei' .. 
· .. tax official lvith broad. responsibility for ;enforcipg laim at ~he Stt¼te .· 

. . ,, . . .. ' . . . . ,: . ' . . ·' ·. 

and loo~ go,;ernment l~ve:is· ((J2:l?~i\l ·.~ .. $'lf;:.:t~p)., · · 

Chapter 51 contlain.ed.: the following requirel'l18pt~ ·. :f'or ;filing r~cords:, .-- ' . -· ' .. . '. ·" . ... . 

· • . :t:eic,ent!f!! -l~~el e>i'. t~abl~ v~'te· es~lished oi Coupty ~ds, :<>£ '~amtiqn 

. bi/~~~~t_~~•~·U'.~ ~:lji~;'f ~t· 
. ·mail to the Director of the :Di'Vi~ion· pf 'l:~tion, to each as• . ·• . 

sessor .. and ·bcH:1.rci of· asse:ssors, ·and to·themun:j:cipal clefk of .· .· 
each inunicip~ity within tne coµ]'.lty,·a. copy of s:uch re~olution# 

. or, . if· ~uch resolution ~s, not adopt.ed, a statement to tha:t; ·effect." · · · · · · · · 

.. Ta:xpaye:r returns.· pf,· ~ibl.e •personal,_prgperty .used in ~usiness• 
. . ., . . . . . ' , _._.. '.'. ·,• ... . . ·. . ·. . . 

·· . · .. · .. ,·· Sec.tion l(f (54:4;_:l~).. , ••~.~the returns re~uired t,o be \ 
~il:ed o!l or ·qefore l&y>ii l~§i ~hall be filed in dup).ic~te 

· · arul every ~ssessor :shall,. upon rece~pt · thereof', £ orward t.he · · 
d1.1pl:tca,te to the Dir¢c1#l'. of the Division . of Taxation•u · . \ · . . ., . . '._ .. . : . . ·. ' . ·. ,-,.- ... ·- ··· .. ' . ·'·· . . •, . . 

.. 'Municipal. .:~dinance' .not to t~ ,,horu3ehold.: personal pt>oer-tw and perspnalt ,eftecte > .. 
. . Section 13 (54:,4~9.i)., "~-~a~ertil:ied c6py ~£ such ordinance 

· .shall be filed "4th; :th~ D~ v:Lsio.n of TaxaM;on :i.n the · Department · 
of' tlle ·• TJ:"e~sury, and wi,tli tbe • county board o;f -ta.Jtaf4o;q~ u · · 

'·E%aj.fzation_, t,~bie·· prepar~ct.by;·c·ounty I3o~ds of-'.raxation .... , 
... ·. ··. :: .· •. S~ction: 19 (5h:3•if}. '< 0.:.:~:~ 'eop1. ~r: tlle ·ta.oie · shall be- . 

niai.J..e'd .to. the asE!'essor of; each dist,ri..c~, and to t'.he 'Division 
of Ta.xat,iO:n, an,d be posted a:t '.tht3 court house, at least 1. : · 
week b€lfore the.heaf:i.ngs prpvided·for;. in. section:54:;3-18·6£ 

· ·tQis 'l':itle.". :. · 

·. ,· , Section 21 (54=3~191. . ,f.-..a ce;tified ~opy of the equa]j;- .. · •.·.· 
· tation table, as· confirmed· shall be transmitted. ;to the Division·· 

. of Tax Appeals, the Director of the Divisi.op of Taxation~ and 
ea.en t~g diStrict ~n t.he county .o- . . 
(2) . Pefini tioris of r~al and p~tsoMl pr.wr!-Y .. 
N~w ~ets~ :iaw coritain'.s )10 eJq>licit definition ;r real estate:. • This 

··. omission had. beeri ~nipQrtant. wheri real es_tate: and tangi'ble.. p~r-sopal pr6p-
., .. _.-· ·. . , ",, 

arty.were asi:leS.sed ilS\g~.ner~ propEirty ac~ord.ing to tht3 same' standard -of 
·.. .~ .· . 
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value. But because Chapter 51 prov:ided different standards for assess-

ing real and personal property, the distinction between the two classes 

of property became an important one. The need for a ruling to clarify 

this distinction was made apparent by the different definitions applied 

in different local taxing districts. T:bis was the reply of a Gas Pipe 

Line Corporation to an inquiry by the Di vision of Taxation: 

110ur total ad valorem taxes to be paid all taxing 
jurisdictions in the State of New Jersey for the 
year 1961 will be, as near as can be determined, 
------"'"'""'.,,,.,..~• Of this amount,_.,_~ __ will be 
classified as personal. Jlllost of our property in 
the State of New Jersey is gas transmission pipe-
line and as you can readily see, about 50% is 
classified as personal .and 50% as rea1.n 

Although pipelines may involve special valuation problems, the con-

dition described in this reply is hardly limited to such unusual property. 

'While complete documentation is unavailable, examples of industrial 

machinery, facilities and other properties classed as real estate in one 

district and as personal property in another are easy to find.. This not 

only complicates Chapter .511s legal envirornent; it also raises doubts 

about the reliability of current personal property tax statistics and 

of predictions of what Chapter 5l's effect on them. 
( 

An additional stimulus for a clear definition of real estate was 

the possibility that New Jersey may 'everitti.ally follow the e:xar$le of New 

York and Pennsylvania by exempting all personal property-. A defi.'l"li tion 

adopted now could carry over to such a future @!Ji'.emption0 In tM;s. respect 

the distinction drawn by New York and Pennsylvania was regarded as a 

model for New Jersey. 

In the absence of a statutory definition of real estate and personal 

property., it is necessary to rely on the general sectionrelating to 
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~etinitio~t~• As. contained in'R. :·$.].:l~2,. it" r~ads(·· 

···· ... ·· ·.~ X:1:~:e~~~::'..~11::i:!b;~~eb;:t!o~~~it'18~pj~t;O' · .. ·. 
. -•· su9h con~truction., the .tollowing · wo;r.l'.ls a.rtd phrases, . · • ,. . 
. whe~-Jised in any statute,>shall.:ha:~. the ~a.ning. ~rein . 

given ·to.;t,heiii;' ~ea11fstatef re~l pr~rty• ·The · .. 
words "real !;!state11 and 11real property" include lands, . 
. t~nements arid herditame:nts and the rights thereto and 
Interests' therein.~.· 

.. ' 11Per~~rtal prbpel'tyti in6J.tic3.~s ·goods 'and. chattels~ rights· 
and credits.; ·moneys and. e~fl:lctsj evidenoes'.of debts•-•··· . 

. . c:hoses in a~tions and all writteµ instrumen\s by wbicl'l _: · · 
.···· >any right to_; interest in.,,.dr :e,eh;or'encumbrance··upon\ . 

. /·. property or· any deb1i -or financj;~l 6bl;gation is create4; .· 
· ·. - acknowledge., eviden~ed~ tr~nJ;!ferred, _ qischarged or de----

- ;f,'ea:ted, in whole, or ih\pa;-1:i, apd eirerything_ except real 
. ;propE3r:t;y as ·herein defined may-be :the" subject of _owper• ·. 

.. .· ... 

, ·. The fewNelfi,,Jersey eour.t d~cisio~· •. r~ndeli;<i on this ·subject'have b~en:····· 
.. -· ··-·. -
: •• -~. ~-- < 

.·. · so narrow t~t tihey are nb°!:,"mtich·heip iri establishing br~d · definitions. -

.• Referring t.6' tll.~ definitions:·::Ul3ed in Ne~ 'York~ ah,i, Pe_nnsylvania tlle firiit· .·· 

· draft of. regql~tio~ :tel' cons:td8I'atiori by the Advisory Commit~eywas 1~ .· .. · 
. . . . ' . . . . . . 

. ·. tended .:to -insul'~ a complete cie£ini tion 6f reil,, ,proper'ty. . It listed.· 

eight ca.tegories· of teal· estate:· .. •••·: 

{a) ·.·• Land• itself, above,: and UI19-~I' water,: in its original er.· 
.rionrej)t'odu~ible, :i.nd13stru9tible ,; ;:immobile etta'.te, includ-

ing certain itetnei. or additions thereto as d#'t fill, .. •·.••.·.•· 

. · , gradingf J.f3-i,eling; and drainage.-.• 

(b)-.·• Treeti undergrowth ther~on; .SJl(i mill<3s, 'minerals, quax-ries 

·aµd tossiis in and. un~r ,:the iand. · 
(o) _ Buildir.igs and otli$:r 'struc~ures ·and .~tiol~s; sub-strue:tures; 

•. -~· •~-q~~e~ ~e.¢~ ~;: ·• · ime· ~: 

. or/ El.£:£ixed thereto, irt~ludi~bridges-and bulkheads· . 
. _ · ........ aftd:pi~~si··. 
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. ·.· : .f.,. . ,- ' : . • ' ·.· '........... ' .i ·•·. . ..•... ' .· .. -· -.· ' 

( d) . Surface.,· undergrcyund or eleva~d _roads and· rEll.a.ted structures, 

•.. ·~ub.-strlict~~s. arid super-struc£1ir~s., tracks ~d ~taJ. there-•·· •· 
.; . ·. ' . , . . ... ·.. ,. . - -, ,·: ·. .·· .-.· .. •> L .. ,, .- . ·. . . . 
on; and other fu:turespe;rmitted,qrauthoriz~d:i;o be laid, 

.-·.· . . . .•·. . . . ._.·· . · .. •·· ... ·. - : I ·•··-. . . . . .. . 
placed in., upon., · above or• under arry' private · <pr -public stree~-

~r p:tace.· .. · (Not;: • Itow'would such a regulaJ;JJn:affect· public .. · 

. utility property?) . < • i I '. .· > i i 

(e) _ -Discuss treatment of mains, pip~~ an~ tanks.,: not .including. 
. - , '. . . .· ·: . . .: . . -.... .':. . ,• •' . ·-·i .. . . . ·, · .. •. ,• . 

tanks inga~oline _service,statiC>ns.,·lu.d or ~lacedin., Upon; 
above, or wider the. land_,o;f' ani public or pri'irate place or 

. - . . - ' - .. ·. ·. - . .• ·. ·,A-· . : 

anywhere. 
· ....... _: ·- .-. . .· .. _-.:_ • . .-_ · .. -: .. ;\_· ... · .. - .·:· -l -

Boilers;. ventilating apParatus., -elevators·_,'.pl-umbing., beat-·. 
' . - . . ! 

.· . : . . : - . . . . . . . . . . ; . . .. ~.. . . . . ·. . . ; . : . . •. : 

·.· _ ing., lighting and power · genera.ting. apparatus~_ and. equipment , 
. . . . . . .. . . .. /.. .'. . . . . ! ... · ., . 

:rfor distribution of heat., Jight; powE3r, gaseti and liquids;, - . .. -. . . - -· - - r · ... .-
. . .· ·.-.: . ' .,: • .. -1 . ,·. ···' 

but shall not include·. mova.~le machinery, or equipment ,con- ·. •·-
. ·: ' . - ·: .. : ' ... . . . . • ·,. ' .. ' ., . . . - ·. 1 - . .. ·.• •• : ..• 

sisting of' structu1•es o:r erec~ions · tq the operataons of · . . . ' .. :'· . ' . . . . . . 

. .·, ) \i 
i 

(g) Machinery and<eqU:ipment shalLbe real prq:ierty when i:erman~~tly 

)·. 

. i 

.. .. ··.. .: . - ·. . . . I .. . . 
a.f'f'ixed to iand or· to ·a ::l:>u:llding., structure :or :improvement . 

. . . . . . -. . . . . : : ---. . . 

· 'in such a manrier thatirem6val thereof woUJ.d /~au~e materiat· -· .. ·-
r 

damage such machinery and equipment or to the site 
. . . . ..,:, ·. . . - · .. , . ·.· ' ·-·· " : -·. j . 

, to-which it is• a.f'f~d. · · 1. 
·. '. :'. :, . -_. .: . . . ': : ·:.:. .· . - 1: . ,•. 

Forms -of hous_ing adaptable to'.· motivation by !a power. 

co~ecte~ thereto., commonly called 11trailer~ 11 or 11mobile 
• I - ! 

· homes" which, are ·rendered. ~o'V9,ble :'by ~xation to the 
, -• ' . )· _;. .. 

.·/-
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larid shall be tea.l ~-sts.te; for :ejcample,- a home trail.er ,"<; . 

t}1a.t. is. jacked up :and';surr:oµndeq.<·by landscapi!lg ._a;nd-
.; . - .-: - . . -· . -

~#~ntly in pia~e without .~U:ch annexation where. :i.~ is . -· _ 

_ int~nt of thEl-'·occupant to ·.remai:n •indefinitely at· that 
. : - . 

----1o~~tiori.. . -

Important as J:.he clarification 0£ t,he distincition ~~tween rea,1 and 

-· pers6~al property ~y haye been,· it"-was ~~xnewhat overs~dOW:ed in the{ 
· -~dvisory CommittE:ie··-meetings by the:d,eprec:iation debate. 

. -·· -· . .. ·. •, . . .-.. •, ·· .. , ' . .· - . 

(3) "Book .Value'' of Dep~eoiable· Progerty 

(a) •.. TM Depreoiatie>ri 'nebate 
Ad6ption of.' Chapteri :51 did.:nO:t- ~nd t~ debate aboµt def'in:i ti.one . -...... 

'-. . - ,;.. . .. ··,.. ,· . :·--.. . :·•· . -,',. '. : .. · .. -:. ,: · .. · .' ·,. 

· Legislature -had been mig~d to· incorporate into ::the la~ were alSQ tirged - -- ---

upon the Dµ-~ctor of' T~tion is su~jects pf regulation.. B~sides discuss ... 
. . ·.. . . - . - ' .. -· - . ; -~ . ,. _. . ' . . ' -- . 

ing the defilli tion of tibook v~uen itsel.£{ th~ debate expanded to consider .•. - . 
. - . . . -.··.,.. •'. - .· . ' . . 

: the interpretation of legislative infunt and the :kind" of reguiatiori re~--: 
. . . . - . . . .. . -· . . 

: qUired· to :cow.ply with both the_ilangwige anij intent of 'tl:ie riew iaw.: :_ 
• : - • •. • ·;;. .• . >.·,. • . • • ... • . • : • ·• - - . • • _. • . - . • ·••·· 

. The cci11tr6ve~sial.:section was $t3ctiori 5 of Chap~r 5i -{$4:4~.2~29); · 
- - .-

-- reatUrig as £allows: 
-. . ' ·~ ,' 

The fair: value ot tan.gibi.k'"persorial property ·Used. •it! •iness ·-
. shall ~; presumed to be Jh!:1 net· book_-VBJ.ue thereof'·a.s shown 
by the books and reco:i;ids.Qf theperspn. assessed a.s of -i:;µe . 
).:fating d~te;;provided that the:Diree:t;or of the-:Dius;ion- of·-•• 
Taxa.tion.mayproI11Ulg~te Wl?-forlJl_r;ulesand·regulatd.ons_f'or --_ tn.e determination _and. rEiipo:rting _ of costs, depreciation.,/ ~nd . 

_ ne,t book value of such prqpert-y, as he ,may find. necessa.io/. to -. 
--- · .- p:i;-ovide for fair _and equal -assessments, a:iid such rule_s _and -'. ·• 

re~ations _may 1ncAuae prP'rlsions .. ror av~~ in a ·g:t'pup __ • _ 
_ or composite··a.ccounts in ;the _case. ofca· taxpayer holding items 
of:lik~·-property·i:t(more_;thanl. -taxing: dist.riot, -where it_ is • 
de;termined by\_the D~ector that>it is impracticab'.le :to report . 

. .:-. . . • • -·. ·,·: . . . 1,. . . . 





· ......... ;,;.;.~' ....... . 

wi:\;b, respect tbjach item s_~arately; a:ndiprovicleci 'tl)at :ij<,. • . 
. -long as any' depreeial:>;Le property $hall remain in use;, or b43 _ 

he;t.d. for ~1.ise its £air, _vaJ:µ!:)·• shal:I. be pr~sume.d to be· not le~s > •. 

tha.?i 20% :•of its original cost 1'o .tlJ.e per$on assessed as' shown · 
_. by-tns· sa:id books and- recot'ds, unless· otherwise pro~ded ·m. 
· ·· · - said uriif9rm rules a;i4 re~~ ti(??is• · -.- - - ·- · - · - -

.. · ._ The Case rof: a Un:ircihn Method , 
I.f see~~: simpJ.e •eriC>llgh t6 .. · vie~ this·. $action as ... one <which .pei-xitlts'·:/ 

the Di1:'ector-of the Division of Taxation to "promulgate uniform ~tiles 
.. , _) - . . -·- . - - -· . - - -.. ' - - . . - - - . -. .- - • .. ,. - --- --.. -- . - . _. -

_· ~d -regulatfi)ns •.•• as h~ .· may find --necessary to . prov.tde -fair ·and:eqttal: _. _'> . 

~sessmenw~tJ ·:· Ill t.h~"ease ol depre<jfable property, the :Directof1s-
-_ ailthori ty tiou.l~ ,in~i'1de . the esta.blisbmerit of riils e and. regUla~hns-rela~ ·. . . . . .. . - - . . ' ., .. ' . '.. ·. . . . . ' . . . : ~-..: , 

_:. J - - • . . , . .--. ._ _. •- .. .,.:·· .. ,' .... ·.; .- - .. ·•, - , .-. - ... - . - .· , ... - . .- .- , _-_ , . : 

ing to the nc1etermj;pin~ ail4 reporting of cc,sts, depreciauon,~ net· bqok -

.value/of: such property•'' ;~But. :e~cept for. pro'V$,sions. concerning.the 

'1avel'~ing· of' group or co~po~ik~- accOUil~~ in the case of a tazj>aye:r '"hc>ld.- .. 
-i~ 1¥ins of l~lt;prgper¾i_ :in mpre tllarrl taxing g:iStriat and the zrdni~ 
· :inunf n~~ir' value ;_ pres~d. to• be not than 20% of :~ig~ Ccist - o,· .. -•.. 

to -the;-pers9fr as~es~~d11 ,'.; t,1113 'Pfrector .seemed to -~,re , no authe!t'i ty to pro~ :> -_. 
- ·1 

. -mulgs.te rul:es .. arid: r~glll+ ~!o~ \that: wqultt·:rtot_:_ a~ply unit'~ ,1,0( au•.··•·•·• 
;ta.?,ble bus;ines~ per~onaipx-operty-ih•aJ.l·•taxirig districts, ... · 

'·-.- ··. . ·,:··· ·- . ':· . ·. : _.·.· ... '. .- . - -· - . . ·. -.. · .' . ' 

This raised questions' •Concerning the promulgation d:r any ~tiles . a.nd. . . . . - . ~-- - ~-- . •. . 

-teguJ.itions- based On accepting.-~ costs, di:3preciation and net boo~ value . . 

d,eterinined by uruike- _i,~th®-S- aracing' ~a;payers · and t~s reflected dif~erentJ.t 
- : in the:i.r books and· records. Tlle fact that "book value 11 }lid not alw~ _ 

l1$an the sajne. tbing emphia~i~(id<thei importance_ 6f ,_interpretatioJJS that .. 

- : w9uld "proyj.de fair' anct _·:eciual af3s~·ssfuentsll aJ110ng taxpayers arid koong t~ .. - _ . 

. ipg di'stri~ts •• 11Net book val~e ~s s.hown by the l)ooks arid recqrds, of th~:- -

perfiOrlS>'ass'essecl.11 waf3·b,;tthe ·r~s-uit. o:f' a·cornbiruiti.ono:t: such. factors _as 
-·.: 'costs' ·ar,id depJ." e~ia 'l?i<>n -both - :\rlrl.d1 trrere- spe9:tri~al~i identified in·· the •• 
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in•the Director1s authority to 11promulgate unifonn rules ~nd;regula-
. ' 

tions. n Adjustment of one of the.se £actors wi. thorit a corresponding 

adjustment in "book value" would be meaningless. 

Under this interpretation, "net book iralue11 ., presumed to be the 

"fair value" of tangible personal property used in businef.!s., could thus 

have only one meaning., i.e • ., "as shown by the books and records of.the 

person assessed, n adjusted to reflect req~rements .· of "uniform ruies anq. 

regulations for the determination and reporting of costs., depreciation 

and net book value". Uniformity of personal property tax assessments 

seemed incompatible w:ith any other interpretation. 

. It is necessary to point, out in this connection that the timirig of 

depreciation charges during the life of a depreciable asset .has a different, 

tax consequence .. under a property tax. based upon net book value than it 
) ,_ . : 

' ' . . 

has under a net income tax, Table :, .. 1 shows that variations in depre-

ciation charged by two common methods. throughout the life of an asset 

effect only the tax year iri which the depreciation becomes a deduction 

from taxable income; they .do not change the total am::nmt deducted except 

as salvage value may be reflected .. There is no such compensating adjust-

ment of property tax based upon net book values., and once the depreciation 

deduction is allowed it is eliminated from the property tax base for the. r~"" 

maining life of the asseto JUthough straight-line depreciation results 

in higher average annual depreciation charges than double declining 

balance depreciation, it also results in a higher average 0book value 11 

remaining after deductions of all depreciation charges, 
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Year 

· Depreciation 

o ·o 
. · 1 $ 5.,ooo 
. 2 5.,ooo 
3 s.,ooo 
4 5.,000 

. 5 .5.,ooo 
6 5,ooo 
7 5,ooo 
8 5.,ooo 
9 5.,ooo 
10 .s.,ooo 
u 5.,ooo 
12 ·· . .5.,ooo 
13 5.,ooo 
14 5,ooo 
15 . 5.,ooo 
16 ;,ooo 
17 · 5.,ooo 
18 5.,000 
19 5.,ooo. 
20 ,,coo 

~,; 

"Tota.L $100.,000 

Average 5,ooo 

DEPRECIATION AND . NET BOOK VALUE . 
of· 

...... • . ASSET WITH 20-YEAR I.IFE.. .·· ... 
UNDER TWO DEPRECIATION METHODS. 

(with 20% minimum book va:Lue) . 

•under 
Straight.Line. 
Depreciation · 

Book Value 

100.,000 
95.,ooo 
90.,000 
85,00Q 
80.,000 
75.,ooo 
10.,000 
65,ooo. 
60,000 
55.,ooo 
50.,000 

4,;ooo 
40,000 
35.,ooo 
.'.30.,000 
2,,000 · 

20.,000 
. 2.0,000 
20.,000 
20:,000 
20.,000· 

$1.,000;000 

·So.,ooo 

Depreciation 

0 
$ ··10,000 

· 9.,000 
8.,100. 
?i.290 
6i5Pl 
5,.905 

.5,314 
4,783 . 
4,305 
3,874 

.3,487 
3.,1.38 
2.,824 
2.,542 
2.,288 

. 2.,059 
1.,a,3· 
1.,66S 
1.,501 
1.,351 

$87 .,84.'3 

4,,392,14 

Under 
DoublC?Declining 

BalaneeDepreeli:.a~on 

Bbok Value 

$ 100,000 
90:,000 
81,000 

· 72;900 
65.,610 
.59.,049 

.53.,144 
47,830 
43.,047 
38,742 
31.t.,868 

31.,381 
28.,243 

· ·25.,419 
22,877 
20.,589 

20.,000 
20.,000 
20.,000 

· 20;,000 
20,000 

$814,708 

40.,735.40 

· Subject to. adjustment f'or salvage value. -··---------------~-----=----,_.;.;;:,,__~--~---------------





It was on this basis that the Division of Taxation tirst approached 

the task of interpreting Sect.ion 5 to mean that uniformity of property 

tax assessment according to 11book value 11 requires the application of uni-

form depreciation methods to original costs determined in a uni.form manner 

for all taxpayers. 

Preoccupation with particular uniform measures of depreciation made 

it difficult from the beginning to focus attention on the distinction be-

tween depreciation charges designed to spread asset costs over the antici-

pated useful life of the asset and depreciation charges used for measur• 

ing property valuations at any_given time for an ad valorem tax. Mt-. 

Duane E. Minard (New Jersey State Chamber of Commerce) became his organi-

zationt s minority representative by vigorously supporting a uniform rule 

of depreciation as the only procedure compatible with concepts of ad 

valorem property taxation; 

I would go back to my espo~sal of uniformity and I do 
not believe that the Russian roulette or the laissez 
faire of books as kept is any test or any measure or 
any assurance of uniformity among taxpayers who., for 
this purpose., are valuing assets. This is not an ex-
pensing of depreciation over the useful life of prop-
erty for income tax purposes. This is a determination 
of advalorem., the value of the asset, and I do not be-
lieve that you can achieve equality., I do not believe 
that you can achieve the uniformity that is required 
under the doctrines of our judicial determinations un-
less you do have uniformity •••• , 

_..,.if we are going to have some taxpayers on straight-
line and other taxpayers on double declining balances., 
we are not going to :bave uniformity., and it seems to me 
that that being the touchstone in this whole piece of 
legislation whether or not the statute is contrived and 
properly written should not bar us from achieving what 
the courts ultimately-are going to require in any event, 
and that ts uniformity 111 •· .. 

Now., I cannot ignore nor can I dismiss lightly the re-
quirement imposed by the statute upon the Director to 
secure uniform and equal assessments., and whatever 
method is deVised., in rrry view, has got to measure that 
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uniformity or the Director is going to find. himself 
confronted by suits such as Hillsborough and the cases 
in New Jersey subsequent to Hillsb:oroughwhere uni'!9 
.formity is the predominant principle • 

. So that what I•m for is uniformity., and wh~t Itm. against 
is a laissez faire reliance on books., which are a complefely 
uwe:J..iable reading.so fa:r- as uniformity is concerned•••• 

A Different Interpretation 

Another interpretation of Section 5 would have kept the Director from 

promulgating any uniform method of depreciation., on the assumption that 

such a regulation would be incompatible with .the statutory presumption . 

that 11 f'a.ir value 11 is "the net book value ••• as shown by the books and re-
' . 

cords of the person assessed,tU!J' Under this interpretation., the authority 

of the Director to promulgate rules requiring deviation from "book value" 

as reported by the taxpayer would be limited to exceptional_cases where 

such 11book values" were inadequate measures of "fair value"• TJ.,is inter-

pretation was summarized in a memorandum by the New Jersey State Chamber 

of Commerce. as follows: 2 

The portion of Chapter 51., Laws of 1960., which · is re• 
levant to the. depreciation question reads a.s follows: 

5. The fair value of tangible personal· property used· 
in business shall be presumed to be the ne.t book value 
-thereof as. shown by the book$ a:nd records of the :perso11 
assessed as of_the listing provided that the 
Director of the-Division of Taxation U1ay promulga,te uni• 
form rules and regulations for the deteminatio!landre-
porting of costs, depreciation, and net book;value of 
such property as he rnay find necessary to provide for 
fair and equal assessments., ••• ; ai1d provided that 
so long as any depreciable property- shall remain in .use 
or be held for use its fair value shall be presumed to 
be not less than 20% of its original cost to the person 
assessed as shown by his said .books and records, unless 
othetcwise provided in said uniform rulel3 and regulations. 

1Advisory Committee on Assessment_ Practices Implementing Chapter· 51., La.1,js of' 
1960., Transcript of Proceedings atmee"!;ing held December 7., 1960., .PP 19., 21. 

•· t- - >• • • • • .. '7"' 

i$ta.tenlent:by the Cost, 6£ Oovernment Co:tnmit.'bee of the Jersey Statet~ 
Chamber of Commerce. to .the Advisory Cp:r:nmittee on Implementation of Chapter Sl, 

. Laws o:f 1960. ( September 21, 1960) P• l · 
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State Chamber Interpretation of the Statute 

The underlining in the above-quoted sta.tute 'is the w.n ter 1s. 
It is designed to highlight the fact that the.· statutory pre-
sumption that fair value is net bock value as shown by the 

.taxpayer's books and records cannot be vitiated by a per-
missive promulgation of rules and regulations which~ 
limited by~ statute to application to that property for 
which rules and regulations are necessary in. order to 
achieve a contradictory goal of fair and equal assess-
ments ..... 1 - ·· · · 

This view that Section 5 evidenced legislative intent to tlli~t the 

authority of the Director of Taxation to certain policing powers in the 

issuance of appropriate rules and regulations" was stated in greater de ... 

tial by Mr. G. F. Smith (President of Johnson & Johnson Corporation) as 

follows:1 

The Legislature :inten<ied to, and did, restrict the 
authori.tyof the Director of Taxation to certain polic• 
ing pmrers in the issuance of' appropriate rules and 
regulations. ( 

The Legislature provided 11that .the Director of· the 
Division of Taxation may promulgate uniform rules and 
regulations for the determination and reporting of costs., 
depreciation; and net b9ok valu:e of such property as he 
may find necessary to provide.for fair and.equal assess-
ments • 0 • , • . • • .,;n · 

·Such authority to the Director is necessary, for there 
are obvious situations where rules are necessary to apply 

. the statutory presumption that tithe fair value of tang1-
ble personal property used in business shall be presumed 
to be the net book value thereof as shown by the books 
and records of the.person assessed as of tbe. listing 
date • • •• · • •• 1, 

The policing powers of the Director are necessary, for example., 

in the following situations: 

(1) liilhere no books of account are kept by the taxpayer.,. 
Many cash basis businesses do not k§lep mioh bocks. 
They are·on the cash basis for Federal income ta:x 
purposes., and frequently have inadequate records 
and no formal boolcs of accounts. 

1submi tted to Advisory Comrni ttee on Assessment Practices on . 
September 23, 1960. 
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(2) 1,fuere the books reflect improper e:ll."PE/hsing e>f . 
capital items, which should have been cap:itaJ.ized. 

(3) .··. 1r,Jhere the original costs of tangible capita]. ac-
quisitions on the books do not correctly reflect 
such related costs as insta)lation costs.· · · 

(4) Where the books do not properly reflect accrued 
depreciation-for ·advalorem tax purposes, with 
respect to the actual u.sage and other characteris-
tics of the property involved. 

Iri these inst.3.nces, the Direct'or fs empowered to S'tipple-
ment the Statute with approp!'iatel' Regulations. In the case 
of item {4),. the Director should formulate rules correcting 
the improper book depreciation. He has this power only when 
the book deprec:i,.ation is inacurrate of true depreciation. 
Thus, if an asset of personalty has deprecic;ttion of 70% of 
cost accrued on the books, and if 35% is the correct figure, 
then the asset should be listed for tax purposes at 65% of · 
cost instead of. the book 30%. of cost. Hiit rule ,.. · making · 
potter is limited .to this formulation: 1113ook depreciation 
tl.s ~ubject to> .correction where it does. not trulYreflect 
the depreciated cond:ition of the property.n 

Indeed,. if the powers of the Director are construed SlS .·•a.a· to 
authori.ze a Regulation that 150% declining balance depre- . 
'.ci~tion must he. substitut~<i for book depreciation in· 

. every.·case, thenvarioµs· questio;ns a.sto the unconstitu-
ti9nality of this Regulati()rr are raised:. 

(2) 

The important delegation of Legislative 
to . an A&ninistrati ve AgencY; 

The improper assumption of' Legislative functions. by 
an Administrative Agency-; and 

. . ' -

The undue pro.cess of 1.aw in many specif:Lc instances 
resulting from the use. of 150% declining 1:>alancede~ 
preciation straight across the board for all tax;.. 
payers. 

If the Legislature 'intended. the latter method to be used, 
we firmly believe that it would have so l€3gislated; and th.is 
it. did not do. · 

(b) Methods.of Depreciatiof!-_ 

· If it did nothing .·else, ~he search for a. workable · interpretation of 
. . 

ttbook value'' and for regulations to implement such an interpretation cr-ea.ted 
. . 

·an awareness that depreciation is an a.veraging process and tbat depreciated 
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· (book) value is an intangible ter:m which has not the same meaning for. 
• C • • • 

. .' . 

. all:.l)us1nesses tm proper,tie:S:· five;· bas:tc. apprO'ael:i~s Wei"-~ de~'.!!t1-ped: 

First - Uniform dep:reciation. allowance of SO% of original 
cost for all depreciable personal property, with the pro-
vision that the depreciated (book) value shall remain at 
.50% of original cost until the time when straight line de ... 
preciation would.result·in.depreciated •. (book) value below 
the statutory minimum of 20% •. At that time_., it becomes 20%, 
and stays. at that level so long as the property remains ±n 
use•' 

. . . 

Second - A single depreciation method. :for all .taxabieper-
sonal property •.. Tlle 0declining balance!' and nstraight . . . 
line 11 methods based upon anticipated useful asset life · used 

· for Federal Income Taxes were. the most counnonly discussed· 
methods. 

• Tbird - Deprl:3ciation and depreciated (book) values actually 
reflected in books of accou..TJ.t as .Peported to the Securities 
and Exchange Commission or to the Bureau of Internal Revenue 

· · were E:luggested as a way to acltj.eve unif' orm assessments.. I11 
this method, uni:f ormity .deri yes from uniform sources of in-
formation in an accounting sense, as opposed to uniform values 
for. lik;e proper-ties. · 

. . . . ' . ' 

Fourth ...... Deprecia;tion •. and depreciated (book)·· .valu$··.actually 
reflect~d .in taxpayer pocks of account without reference to 
any .other requirements· concerning thei;r use or the me.thod 
by which they are• compiled except .. that they .be .llaccording ··to 
sound·accounting:pri3.ctice~11 

. . 

Fifth - Uri.iform depreciation determined aecord:i,ng . to a 
· single method and. based upon a single useful life f OJ'.' all 

taxabie assets -thus requiring only two basic ingredients, 
original cost and age. 

The 50% Rule 

This approacl1 ha.s the appeal of simplicity; it·:was therefore, suggested 

by assessors as one wh:i.ch w9uld provide a stable and easily determinable · 
. . . 

tax. basf;I. Ij:; would• require onlythe three basiq iriformatiorial .. ·ingredients 

common to most· depreciation calculations - original cost} anticipated use., 

ful life and .age. · Doubts were raise9- concerning. the aqsence of graduation 
. . 

in resulting fair·value between· new properties and old pr61)0rties and .• ~. 

possible incompatibility with statutory requirements. of assessment according 
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SiftSle Depr~cfit tioh-Me!i:.nhd. . ·. -.. 
, .. ,-,':.. •"· 

-___ Thi$ app:t;~~~h·: c,ff~Wed. ·th~ ho;tJ,if .o~-,~?)n;pllfie4i ~a:y~ _~bomP,lianc~ 
_ co_ns:ts.teht ~th· u~form treat.wmt -6f all/tajcal:lle, prop~:rties:: by t,~e appii:~i 

·:~-~c•i 
_. -. - "Straight 1~~11 arid lli:leclining balartc,e11 ,me1ihods :t;eceiii,ed ~he m&it -

S:t:te.ntiqn __ cas ppsfri~.l~::•• s$~i1; -~th9qs J>~c-~µse t})ey;· a.re s~i;-:. to:_ -appJ.i,; 

- < an.d.0 -~ppe~ed:_-:tc; be' the/mo~t/eornmoh,mftqods us;d i'o±- f'edet-ai 1n~9m.e taxe:, • . 
As -in,dtca.teci by '. \he ):o:i'.iowi.ng. 10:ri~f .descrj;ptions·.,--their applica.ti6µ :re-._ 

'" :•.•,.'\, '••. • I 

. quil'.'e$. ~- ;or d~'.ha gathei'¥1g•: •·- Onl,y the ,origi~f ~tjst ;:of tl}~ deiw~~i •- . 

~i~b~-! a'.sset ~f es.f.~1:,~~ is~:ful _l~~, :· the prindipa.l {µgredients . of 

any ~~pt~ciati:ori·me~~ci•ar~: peqes1:J#Y_,_,-
____ . Straight: Lint3'. ··~ This method div'id.~s: th~ d@recia:tion over '_._._-_ 

- - the:.years -of- est:unateq; U,Se:f.'u,J/lii'e of the rieiset;·'?-pd cigu.ses 
the un¢1:eprE?ciated balance' (1:>ook v~ue) ·to. decline by the · · 
same amo~nt eacp year. ·_ _ · · · \ 

_- DeclinintL ;aij:ance: _ .. Tlµ,s method--applies ~t,/a fixed -_per.,. 
. centage, tc:{ i;he 're~g 'balance iri tpe -. asset ~cco:unt _ -
(hook vaiµe)·.·to< deterrnin~ -t.he q.moun,t ·of 'depreciato.on -

.__ 9hargeable -~ach year~ aii(i .giius<'3s 'the undepr;~ci.ate·ci . 
· bal~ri.ce to: dE;icline most rapidly during the ;early -. 
years 6.f'. -'the estimated useful: life of: the asset. - -- · · 

. '!!s:!~~c!!~~;~~~=rJt~:~~i~~r:3asing bru.@iQe in the; --

ii•tt1C:ttt:!t,t:r.~:t:tci:i;[~~:/::~; it.·· 
< '1n tisi· ·~ince fi;;st ~tith9;i:<ized fo~ Federal· Incbme T~ ;pur-po's~s in ~9S4. .. 

·_It$:- tjlajor a.t.t:ribute: 1~·'1 ts ~;nsistf,n~i-~t.ll ;the pat~n. hf '.whibh _ de~ec;t ... __ :·_ --

able Prop~rty- Stli'fers; J ts ~~atea,t ~oss q£. vall.W} '.o.uriiig i.ts ;:~st yeaj?s ' 

.·. of µs~~. This f_s an impofta:Ut 'Cor.$ide~ation in deteriliinirig taxabie valµe . 

~f,,prope;rty ~del? .. an ·d,d v-ai:O;em 'tB:X wh:ic~:pres~es ~bAt taxable value is. 

· ,:measur~lJle • ip .te:i'.'InS . of itbd9k v&iil~. u 
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The Division of Taiation developed a tentative rule requiring 

that all taxpayers use a single .rr.ethod ·Of depreciation based upon 

a combinat.ion of the "straight line11 and lldeclining balancett methods 

and requiring no more data than the date of acquisition and anticipated 

useful life. This approach became known as the. "uniform depreciatiori-

variable life" method. This method was accomplished by preparing tables 

of depreciation multipliers (see page30 ) for application to· all assets -----
grouped by date of acquis:i, tion and ant~cipated life. It was assumed that 

useful life used for federal income taxes would be acceptable• . 
' · Using the declining balance method., tables were developed showing 

depreciation rates at 1 • .5 times the stiaight line rate. This method was 
. ) 

used so long as the undeprec:i.ated balance in the asset account (book value) 

was less than would result from straight line depreciation. After such 

time straight line depreciation was applied until the undeprecia:t.ed balance · 

in the asset account (book value) was reduced to 20 per cent of the· 

original cost of the asset. · 20 per cent of original cost is the minilllUill 

11f'air value 11 of depreciable property established by Chapter .51. ·· 

Taxpayers questioned the as~UIY11)tion that easy compliance was possible 

by using records already available~ especially in those instances where 1 · 

group or composite accounting is used. There was further doubt that com-

plete uniformity would result from this method., since some taxpayers own-

ing like kinds of property used vacy:i.ng useful life estimates for, federal 

income taxes. 

Securities and Exchange Commission. and Internal· Revenue 

This .. approach was supported by taxpayers and others who saw it as 

a way to avoid the need for additional data. The need to report by munici-

palities and to'adjust for accelerated depreciation and the 20 ,per cent 
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.· minimum fair value seemed to make some of this advant~ge more apparent 

than real,. Discussions considered th~ view that .Chapter $1 requires 

this approach because it reflects value shown in books of account. Also 

discussed was the lack of uniformity in book values of similar pro:r;erties 

depreciated by different methods. 

Corporations reporting to. the Federal Securities and Exchange Commission , 
·. . i,., '. . ·_ ... ,·. - . ···., ' ·.;" ' 

. claimed that theg; r~ports re.fleeted. their trtrue11 {:LSS~t pos;i.ti~n more 

accurately than federal income tax recbrds .. , These reports were described as 

a mirror of corporation "books of account.It They are a matter of record.,· 

available for review by assessors. The corporations seemed to feel that 

the reports could be broken down to reflect asset values 'Within a single 

plant or municipality for businesses.with numerous locations,. 

But not all business taXf)ayers report to the Securities arid Ex.change 

Comnp_ssion.. Arry decision to use .such reports as a basis. for assessing 

personal property would thus require an alternative source for many ,s11aller 

taxpayers.. Federal J:npome 7]ax returns were suggested because> they are a 

matter of record and are subject to the control of ·federal· audit•. 
' . .. 

Suggested regulations were drafted to require book "l(alue reporting 

based upon either Securities and Exchange reports or Federal I'.ncome tax 

records, whichever is greater~ An ?,J.tern.ative was to require Securities. 

and Exchange reports where available and federal tncotn.e Tax records for 

all other taxpayevs.. Of the two alternatives, the: first appeared to more 

nearly satisfy requirements of uniform rules without using.Federal Income 

records to· the exclusion of Securities and Exchange Reports• · There was 
. . . 

some suggestion that the choice betweeri the two should be left with the 

taxpayer. 
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Upadjusted 13~:~ va1u~· . • . 

. This. ~p~r~ach· rests on .a. literal, ·i.nterpretlition. of the': presmnpi;iori .·. 
' .. . . . '.' ... · •. . ,.,, .. : . ' . '., •,• ·. . .. . . . . . 

that the 11fair vai~•~ of tmigi.'ble perso$1 property used in bu~iiless is . ., . . ' . . . . . . . . - . 

son•n · !:statement ~ddressed to the Ad'Vi.S()ry Cozriraittee.by.ttJ.e$i;atf)···chamber0 

. . . . . , . . . . . " . . . - - -~- . . . 

of Commerce state~ this position as follot4$:1 · · 

ihe ..• 1$.rl.gctage .. ••of the proviso, which· pei'mits thl:l ~c-t;or .... 
to forrnw.ate'rules .and, ;regulations, does not permit'him 
to establis}l a valu.e concept other than company•'book .· 
value bu-t, rather. limits such ~es and regiila:l:d.ons to 

. ·coping w.tth the excep~iona:L oase·s. . Note the ·under}4ned .. 

. words i11 the proviso: l'ru,les an.cl regulations for the . 
deter~atiohs and repprting of··costs,· depreciation,•.· .. 

•. and· net .book -value of .such proper"l:.y as h.e may find .•.. 
necessary to provide :tor fair. and eqtial assessments.,n · · 
It is 'interesting• to note "i;hat ·this proviso· appar~nfily ; . 
is a composite o.:f. two ·$ubs~cti6ri.s of :Senate Bill No. 81 

. _of, 1959 and. that in the combining or, t.hese subsecrti6IlS . ·. '. 
the uncl,erl:tned words .in the fol.J,owi:ng. were lost:·.··._ ''as.•he. ·. 
may find necessw to .. prov:i.de ·. for fair and equai ,assess~· .. 

. ll!Snt.11 for all ~ayets ·similarly 13i tuated.,. . 

> Although this method was promoted vigorously~_ it was gen~ally .· .. 

· recognized as an a.pprc:i~ch 'which would place t~ local as~~ssor in the 
position of teeei'Ving and r~cofding vol®~~ ta.xpayer de~larattoris. ,It 

· is true . hE3 .could. compel ··taxpayer. r~tttrns,, but he would pave little .\control 
. . -:,.. . . .: . : .. r . :-' ... , , . . - ·. . ... 

: o~er their 'cotl.ient. ·,'.Uhe<iact tb:a~ )llQS,t J).usiriess taxpayers mai:p.tairi b.obks . 
. l .: .'. "•> .. •:•:".,.•:: . ,' : •,:•, __ \_;•••:•: •••:.,••\:• :•:.~;,.•' • •, •:•,: ', .. •, .•: .::..• • •.• ... , •~,• :•••• .,,•,." . • 

of· accoun•e\n •accord with : .. ~deita. :ifri~dfue :·•:Ufuc· r~~uiremerits .. wa~ .srtia11 · ·. 
assuran~~ • t"hat all taxpay~rs .· "t-fould· repbrt by. standards ·mee't,ing ~vep.. this.·· 

degr~e of u.mi'ormity. ··.It was gene:tally agr8ed:. that the, assUillPtion that 
rule-s. ~nd regulation~ c~ul~ not ~nvolve OOjUS·t:lng book vaiues· as reflected . 

·in books: of accountwaSfallacJou;. 
r .' 

. . . !statement by, Cost of Government C9mmi ttee,. Neiw Jers~ . Sttite Chamb~r 'of·•··.·. 
C,ommerce, to A~vif3ory Commiytee. on ll!Xf)le~ntation of Cha'.(:)~(;}r; 51:, · Laws. of 
1960. , (August 1$,. .;19,60) · ·· · 
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But there was some evidence that this agreement was more apparent 

i;han real. The kind of.adjustments contemplated.would have required the 

assessor t? show that book values reported by a taxpayer did not reflect· 
I 

11 true depreciation actually occurring.11 In so doing, he wou.ld place the 

assessment of business tangible personal property back on the same negotiated 

basis that Chapter 51 was expected to eliminate. For example., Mr. T. M. 

Fiescbko (Johnson & Johnson Corporation) addressed the final meeting of 
. .· ' 

the Advisory Committee. on Assessment Practices as follows: 1 
' . ' . - ' . . . . 

To refresh your recollectio:ns, our position is that the 
Director of Taxation has no authority to formulate regu-
lations which require the mandatory blanket use of any 
single depreciation method. The law itself accepts book 
depreciation .as presumptively correct., and not conclusive. 
We believe that the assessors, ~nd the Division of Taxation,· 
may. rebut, in 1ndividual cases, the use of book depreciation 
where it does not correctly:refle.ct the true depreciation 
actually occurring.• .This procedure requires the assessors 
andt,he Division.to produce•substantialfacts, in the in-
dividual case, to support their rebutti:J;l. Once they have 
produced such evidence,•• the burden of proof then shifts 
to the taxpayer to refute the assessors' evidence and to 
defend usage of book values. Accordi..11.gly, we maintain 
that the regulations cannot.legally set up a denial of 
use of book depreciation by the arbitrary e.stablishment 
of a 150% declining balan.ce rule• If the. assessors of 
the Division· of Taxation want to deny the use of book 
depreciation, they must :first e.stablish., in the in-
di vidu.al case, facts·which prove that the impropriety 
of'· book depreciation •. This is the basic legal position. 
wJ:,ibh we have set out in our legal brief, a: copy which 
you have •••• 

ooeAccordingly, first, I am autllorize.d to say p.ere that 
Johnson & Johnson will . offer financial assistance towards 
tl'le 1egal costs and active cooperation to .that taxpayer 
who will litigate in ;the courts a prop~r test case on the 
legality of the. 1.50% rule, .or any regulation similar in 
arbitrariness. . "What .fact situation is the be st one to 
litigate, and for us to support, I cannot predict at 
this time.. · 

1Advisory Committee on Assessment Practices Implementing Chapter 51, Laws 
of 1960, Transcript of procEleo.ingsat meeting held December 7, 19601 
PP 27, 28 29. . 
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Second, ii' the assessors and the Division of Taxation 
fee1 constrained to approach the· Leg:lslature for the 
enactment of amendatory language on depreciation, we 

. at .Johnson & J?hnson will welcome . the ppportunity to 
present to.the·•legislative committees the case· for. a 
"Wise depreciation rule which will be for the overall 

. benefit .of the State of l\Tew Jersey.,, This 'Will also 
be an opportu.m.ty for us topresent the arguments for 

· a legislative amendment. to abolish the machinery and 
inventorytax in its entirety. . .· 

We regret that we must adVise you of. our position re- · 
garding impending litigation •. We disclaim the use of 
threats. Our position is 1egally correct., but, more 
important, correct from the Vi~-wpoint of the state I s 
welfare.... ·· · 

._ ', 

Single Method- Single Life 

This suggest:i.on grew out of discussions of the first four approaches. 

It was an att€3rnpt to resolve the problems of useful ·11fe deterxnination 

. and repor-ting by ignoring them. The distinctive . feature of this approach 
. . . . . . . . ·_.·· 

was the assumption that. all depreciable personal property has the same 

anticipated useful life - for exampl~,. 10 years. Book• values could then 
. . 

.· be determined an the l'iasi.$ of ;f::bood .. multipliers esteiblislttld by regpl.at!bon 

and applied to the original cost ~tall assets acquired within .a single·· 

yearo T~e multi:pJ.ieJ'.'swere,develppedthrougha.procedureisimilar to that 

used in the sing~e method approac}l., · Because it required only the d:riginal 
~·'' '. ·, : _·: . ' . ' ' . 

cost and year of acquistion. of taxable. asiets, the s:i.ngle ·method .. single 

. life appr-oach promised. to mfnimi~e both ta,xpayer compliance easts and ad ... 
' - . . . . 

min:ist:rative problem$ of assessors~. (Fair} val'ues of· all depreciable 

personal property taxablE3 in 1962 would be reported . as of.· .. the filing date 
. . 

of January 1, 1961, as illustrated. in the. follo'Wing example. 
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Year of 
Acquisition 

(1) 

1960 
1959 
1958 
19.57 
1956 
19.55 
1954· 
1953 & 

Prior 

·br~giil~l 
. 06st 

(2) 

$ ,500:,000 
,00.,000 
soo;,ooo 
soo,ooo 
,00,000 

· - 500,000 
· 500:,000 

1,000,000 .. 

.... 30~ ... 

. Retireril~hts 
at Cost 
(3) 

$ 1.,000. 
50,000 

100.,000 
100:,000 
200:,000 

·300,000 
300:,000 
800,000 

Re!hairiing 
Cost (2..i.3) 

(4) 
$499,000 

4.50,000 
400,000 
400,000 
300:,000. 
209,000 
200:,QOO 
200,000 

Total depreciated {fair) value 

Faix' JTalu.e 
Multiplier 

($) 

$ .aso 
.7.23 
~614 

.~522 
.444 
~377 
.300 
.200 

Fai;t:' Value 
(Wc5) 

.. {6) 

. $424,l.SO . 
325,350 . 
2451000 
208.,800 
133,200 

75.,400 
60.,000. · 

· <40,000 
. 1.,512,soo 

This is essentially the procedure described in the Detroit.personal 
. ' ' . . ;··., . 

property return form fo:r use under a true valµe standard and applied in 
. . . •, ·, ·. ' . . . . . . . . . 

other Michigan cities. Like all simplifications.of compliqatedprocedures., 

it has arbitrary features. The most obvious is the assumption of a single · 
. .. . 

usefull:J,,feexpectancyfor all depreciable assets,., Those who favored this 
' ' . . 

metho.d stressedlts simplicity and arg-ued that. the .. practical result,swould · 
. . . 

outweigh any imprecision in. reflecting actual depreciation for single assets. 
' . ' . 

Ultimately, •though, tbis method•~ success would depend on its application 

to all taxable. personal property. 

About all that could be said ill support of the 10 year uniform ·useful · 

life was that it seemed a reasonable expecta~on, ' Inf~Jliatiofi "t6 deterit~he 

averages of industrial experience. +or personal property alone.· was not avail ... · 

able. · Suggestions were made: to modify' .tbis approach by··cla~sifying. depre- · 

ciable persopal property iht~ t~: or more gr~ups r~flecti~g different tr~ef'ul 

lives and establishingseparate multiplie~s to be applieg.Jin:if'ormly viii thin 

each group. But this method faced the problem of ag;r$-eirig what to include · 

in each group and how to· ienforc;:e those classifications. 
. . 

·· The Director of Taxation took the position that the single method .., 

· single lif'e approach was so far .removed from the book value con~ept that he 

had no authority to promulgate it by regulation., Evidently, this appt-oaoh 

could be established oru.y by legislative action. And there was no evidence 

that it had enough support to gain adoption in time ·to be irlcluded with the 

. rules anci regulations under consideration .. 





Depreciation Methods 
Sample ,Opimons ,Exp~?SSed.'at Fina.1,·Meeting of 

Advisory Committee on Assessment. Practices Implement:ing 
Chapter 51., Laws of 196q (Trenton., December 7., 1960) ···•·• 

H. Russel Brown {N .. J. Maniifacturers Association). , .. 
S~ick with what the law say~\ and 5ay net book value., 

.have the Di.rector·provide .some minor exceptions. 
' ' 

Leonard w. Nathan (N. J. Taxpayers Association} 
.We have to recognize book.va.lues. 

James H. Symons (N. J. State Chamber of ,Qommerce) "' 
Net book value which turned up by SEC data or :Federal·· Income 'J)a:,c 
return data.without the proviso "whichever · is gree,tertl. 

" ' 

DQ:ane E •. Minard, Jr. (N. J. State Qbamber of Commerce) . . 
What I 1m for is uniformity, ~d what I'm against is a. laissez 
faire reliance on books. 

Austi~ Tebbens {N. J. Societ,y of Cex-tifi,ed. Pttblic Accoun.ta.nts) 
· Uf;le of a net book value :rather than introd:u.cing a:rry SEC re- . 

qUirements. · · ·· 
' ' ' 

·,,Alfred J. Greene, 'Jr. (Association ·of.Municipal Assessors of N,J. r 
The only ones we are ·in agreement w.ith are·(l) .f.ixed. depre--
ciation wi tll fixed u,sefu:J_ life and ( 2) fixed depreciation 'With 
variable useful life. · · · 

T. M •. Fies.cbko (Johnson & Johnson Corpqration.) 
Director of. Taxation has no authority to require •• ;.:use of any 
.single dep:reciatiop.. · · · · 

James /3~ Bruen {Thomas A. gdisqn Tndustries) and 
Ralph Mayfield (CampbelLSoup Company) . 

New boOk value use<l for reporting (1) to Federal SEC or (2) for 
Federa:t Income iax purposes,· · 

Joseph W. !itzpatrick (Cert:ii'ied Piiblic Accountant and Attorney) 
..... a Uniforni method which would.be more just, more eqllitable 

would not~ •• :IJe a. great bu,rd~n if that chosen rate happened to . 
differ :from ,the rate by the individual company. ·· 

Aaron K. Lasser {N. J •. Association of Pub:t.ic Accountants) 
Fix depreci~tion with variable use:f'ul life. · 

Leo Rosenblum (Jersey City) · > ·.· ·.. .· .··· .• . . .. . .. . . . . . . . .. 
. If . busip.ess its elf can arrive at two different book values ••• why·· 

·can't the Director ~rr:i:veat·a third way which achieves.equality. 

Joseph H. McCabe (N. J. Society qf de:ttified Public Accountants) 
Theprovis() whe:rebythe·Director.wil:t.promulgate rules and.regula-
tions shou:td coverexceptiolls anci ••• net book value shouldbe 

. accepted. ·· · .·. ·· 
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( c) ·• ·~•-'9Jt-$9 9'ni~,l-i'.;,. 
The, depreciation.debate 'lasted through the-•.f<;)Ur meetings-of the 

· .•. , . . , , , ,. , . ". A. , . ·, ·. , , , , 

Advisory Committee, :innumerable in~rim conferemces, and a pre>lific ex,. 

change of. cotrespon4ence., Its ·most .notable feature was its .lack of 

·, , a~~otnplishment.' When it ended, there was 1i ttle evidenc:e o·f any•greater . , .• •' 
._ . . . .. . . 

a~eement between @posing points of vi~w than when· it all b~ga.n •. TcLthe .. ·•·· 

coniracy., each point. of view '.acquired the invuJ.nerabili ty: of habitual l'epeti-
tion and thus f.leemed beyond recoricilation by·mutual agreement. ·The ·d;bate 

had made· clear that taxpayers use. diffel'ent depreciation methods to dete~:in:t.ne 

· book value. it. was _less clear, ho~ever, th_at assess11'.ertt for ad va1orem 

, taxation ·would require adjustment of book Val'lle to reflect a comtnon , ·.· 

·• .··· measure 6t depreciatio'n for .all taxable :prop~~ty. 
,. / . . . . ..- -· . . . . . 

. ~e core . of the. discussion.,_ this issue was pinpointed. by the Directot' 
, , . - . : 

.. · qf 'rax.ation in a aertes of quest~ons during: the ti:nal ·. meeting of the Advisory • 

·. Connni ttee :' . 

First, In ttle matte~,-~£ differences in book ~a1~':1 
... '4 

•,· .. 
, . , 

Now I would like to address a'. question-:at tlrls td.llie to .·. .. 
the accountants in tlus group and I wonder whether ·it would 'be . 

·. possible ·to answer br;iefly these 'Specific questions; , 

No._ l., when we ~peak. abou,t ne~ book values· we sp~ak i~rr the 
main ,of net book values arriveci at according to, l~t us say, __ · 
soµnd acco'llllting princ:;iples.: Now, is that a. correct statement? ...... · 

Now,: are ~e likewise. -to understa,nd. that accepted' e,ccoitnt•. 
ing principles permit more. than one method of treatment br the • 
various figures that are in,volved., starting with the original. 
cost?. In· other words, when we .say that two taxpayE3rS started.·.· 

.. · out with an original cost of $10,J)00 and that both qt them . 
thereafter owned that assetover·a period.of five•years, ·and 
that they both kept the:i,.rbooks:withrespect to :the~pre..;. 

.. ciatiori that they entered ·agaitist that original cost of '.. 
$10,000 · during those f'iye -'years in accordance with sound 

, . 

·.· :iA~visory Co~ttee On,·Ass~ssment ¼~6~ices,; De9enilJeI'. 7; ~960 • pp 49 .. 51 •. 
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accounting principles.we do·· not necessarily mean that at the· 
end of fiveyears,they have both wound up with the identical 
residual value, do we? 

MR. '\AJIIBENS :. They wou.14 not necessarily :wind up w.i.th the 
same factor, but they would not necessaril;vbe in the same 
positione Management decides on the rate of depreciation and 
it1s presU!lled to be proper. · 

THEDIBEGTOR: .. I•m g;qing to come to tnat. In. answer to 
my last question, they wotlld·notnecessarilywind up 'Withthe 
same fig1l!'e. · · as the Ulldepreciatedbook · valu.e. 

Now., let1s explore the reasons why they.would not wind UP 
with the same book figure. One. reason might well be the fact 
that one established a 11seful life for that asset of 20 years 
and the other one established a useful life for that asset of 
10 years. 

Now, Suppose eachof thE3m estab~ished a useful life of 
that asset for the identical number of years, would they still 
wind up with the, same or with a diff!;:lrent value at the end of 

· five years? 
. . 

1 MR. 1rJILKENS.: . It could still be different. 
. . 

THE DJRECTOR: It could still be different., And why would 
it be different? , 

' ' . ' , . 

MR. WILKENS:· Becc1,use it's a different method. 

THE DIRECTOR: Because they would use. a different rate of·. 
depreciation •• 

Now, the reason why they setup a different useful life 
would be related. to the economic use of that particular ass(;lt. 
One might use it in a single shift or ,might use it very in.fre• 
quently. One might use it in a double or trible shift, isn1t 
tha.t true? But what justification do we have for the use of 
the different rate of' depreciation once both t~ayers have 
set ·up the same useful life? · 'What is the explanation for 
that? .. 

• . MR. JiJILKENS :. 'Well., the particular person recording his 
assets on depreciation life is trying to recover cost. He is 

·. not trying to .show a particular value. 

THE DIRECTOR: He is nOt trying to show an ad valorem 
value. He is merely recovering hi.s cost a.t a more rapid or a 
less rapid rate. · · 
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' ... :34 .. ' 
.· MR. w.fLKENS: Wellf 0we J:ia:ve had a change in thinld.rig > 

· oyer the past,few years ¥here it is now r~qognized that your 
economic rat~ of depreciation would be ·greater during the . 
earlier. years, dollarfor· ~la.r, e~ri tho"\lgl:l_yci:ur\rateof .· 
production use pf machinery might be the Sa~ over·, a l~:,ng . 

. period of tillle. .. · · · · · · · · · 

' THE. Dm.ECTOR:' Along that line;·ir we wer~~/to start .out' 
with the . sam~ useful life. ra.te, whieh· in itself' reflects the ... 
economic use of' the property, -if we:were te> start oti.t-wi:f;h the 
same ra.~ of useful,'life we would find that 150% dec:i.iP:±ng · .. 
balance method, for .example, would llllow for .a greater' depre•• 

. ciatiori during the. initial years o.t use than a straight-line 
method of' depreciation, lfOuldn't.we, which would ih part, ·. 
a.:t least, ,take care of the objection you made reg~ding: the . . .. 
~eater< ad valor~rridepre,ciation during th~ earli~r yeaj:-s of the> · . 

. use of an asset. · ·· •. · · · · · · 

. Second, Pl. the matter of wuf~rm ~pp~rty0 ~ssess111ents:l •·· 

. Now, -Ibave, then, a queot,ton wbicn I would .like"tp 
address to the proponents of the net book· v:al,ue method, . . . -
'1:he statute,· as·we know, ·-sets :up a pr~su.mpi:ton or the. 1;1et. . 

··· book value with the quali.ficritionst}lat the.Director. sll61,lld · ··•· 
· .. c.oncern himself 'With fau-ness and. eq'W3.lity. I 1ni paraphras- .·•· · .. 

. _· ing and generalizing now. _Now, f'aitness and equality :in 
.. ; turn, I think)re mll ~l agree, Jllearis tairness. and equal_it:r -

as between taxpayers sinµ.la.rly · situated~· That was. a point, • -· 
•that was made in the-memorandum of the State Chamber of 
Commerce and. we pelieve that it was. well made; Iiail).elY; that· 
these · terms -in the sta1iu:t.e., to. provide tor fair: equal ~ssess- · .. 
ments, mu.st be read as :t.£ ·the word 1tassesE1me~ts'I were followed 
. bl' the pbra:s~ "as between taxpa.ye:reL in s:urd.la.r- circuins tances._ 11 

Now; my question to the adv9cate·s of the ne·'t bop'.lc value r .• . 

method is:. since it has beenestabl:i.shed.that net book vru:u.e 
accorqing to sound accountingpnncipJ.es '-"'10Uld: not ne9~ssarily 
'Wino.,up with the:sE!,lllefigure for all, even after making proper 
adjustment for. the sarne:useful lif'E:J to 'be used by tax.payers who .-.. 
are going to use that. a.sset : to the same degree· of use in: in-

.· dustrial activity, how.will we get:equali:ty·;tf we permit_ . .,,. -_ 

. different taxpayers to iQ.Se diff¢rent rates o;f.' ~eciation? · .. . . . .· .. . ', _ .... ,.. .; .. - ..... . _:.•- : ' . . ·. 

I want to repeat again, the ~ariable .useful life ~~ll. '" ,' 
· be permissible t6 ·reflect · the. dif'ferences :in tl;te ecpnomie 
_ use of the assets.· _· BuJ ass'Ulr!ing tlµtt we have illeady per~ 

·: mitted the taxpayer: to set up-a usefµl life that.is c6n- :/ 
sistent with bis exper:ience ih the useofc'.tbat a.s'set, how 
do WE! .. get. equality between t~ayers . similarly situated if 
we permit., differnt- taxpayers ·to . use,•·· one· a .strm.gh~line-. 
method, another .. one a 0200%· 4eclining balance method, an•< . 
other one a ~um .. of .. the-.-digits method1 . . . -

. > . : : . ~- ;_. . . ·.. . . _ _. . . - : . . . . . , .. · .. : .. 
1Advisory• Committee op.·Assessm~ntP~actices, Decembe:r< 7,_-)96o ~---·•·· ... · 
pp 51;..52, 55~61. -•· ~. 
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?IJR. TEBBENS: I think it is a little presumptuous on 
my part to try and answer that question be.cause obviously 
it is a very difficult one to answer. I think that•s why 
it has puzzled us all right along. 

I think., though.., that when you use the term 11equali ty11 

you are using it in a quantitative sense •. 

THE PIBECTOR: No0 I said equality for taxpayers sim ... 
ilarly situated. 

m •. TEBBENS: That's right., and I still say I think· the 
term is being applied in a quantitative sense. Actually, I 
think there is equality from the point of view of principle, . 
in that all taxpayers may adjust their books to take advantage 1 

of these accelerated depreciation methods. Now, of course, 
there may be some reasons why., because of compliance with 
the. rules of regulatory bodies, et cetera, a taxpayer is 
forced to use the straight-line method on his books., .and 
it is in anticipation of that difficulty that>itwas my 
suggestion that we use book value or Federal 'Income Ta$: · 
values, period., because'I think on that basis we can get 
equality and uniformityl'II · But just confining our thoughts 
to whether book value would result in equality, I believe 
it is and would result in equality because all taxpayers 
can use an accelerated method. 

MR. BROWN: Since I have been an advocate of net book 
value, I probably should try to answer some of that, Bille 

First, I think you are making the assumption that a 
third party, meaning you and me and this group· here and . 
the tax assessor can do a better job in determining value 
than the person who owns the assets, who has the assets on 
his books. 

Actually, if a similar taxpayer or taxpayers with 
similar assets had a couple of different methods, they 
are eventually going to arrive at the same answer, and 
I can't think that anyone has the wisdom to come up with 
taxable.value that1s better than the person whots working 
on it!t 

One thing that hasn't been talked ab6ut very much, ex~ 
cept I. say it; we are also forced to try to be practical. I 
have never said_, and I dontt think any of the net book value 
advocates have said that this is a perfect taxable value 
answer, because that just isn1t available. And I can1t think , 
of any of these systems that can be proved to come up with a l 
better taxable value than·net book value, which is certainly 
a practical method to useu 

. . . . 
We talk about the difficulties · of taxpayers complying,, 

I can't help but think of the difficulty of' some 567 taxing 
districts complying with what a tax assessor should do as 
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co:mpared w.t th what the taxpayers should do. We are go.;,. 
ing to come up with some regulations for taxpayers, and 
they may be very difficult; with which to comply. I 
happen to think· that net book value is an easy one with 
which to comply111 And in t1.1-rn, if the tax assessor is go-
ing to do any kind of a decent job at all, he should do 
some auditing; and if he does some auditing, the easiest 
figure to look at is the general ledger, where you are go-
ing to find net book value. 

Now, I do not triink that the outsider, wbi.ch is\where 
we are getting, can determine a better value and I do not 
tbink that uniforwi.ty necessarily determines what should be 
the taxable value 0 I know that Duane faJ.ked about imiform:i.ty, 
but it's uniformity of procedure and not necessarily uniformity 
in value, and I think that we should be careful in setting our 
widsom up as that of Solomon in determining the value by sorre 
certain system because tha.t can be defeated on an equity basis 
just as much as the net book value that we have achrocatedo 

MRa SYMONS~ Repeat the question again, please. 

MR .. BROvJlJ: You can see Jim and I ar,eh•t together., 

THE DIRECTOR: Do you mean, that seriously'? 

lY.IR~ SYMONS: Yes., 

THE DIRECTOR: I will try to repeat the question@ Assum ... 
ing that we have two taxpayers who were both 1ising sound account ... 
ing principles, they both bought the same asset at the same time 
for the same price and they are both going to use it at the same 
rate, and we have permitted. them to establish the same useful 
lifeo Now_, we get to the point where one of them is going to 
use a straight-line method and another is going to use the 
double declining balance method., How do we satisfy the require ... 
ment for equality of taxpayers similarly situated', because they 
have been similarly sj_ tuated up to the time that they got to 

· what is a mere arithmetical computat:i.on? 1 

MR. SYMONS g Well, the way is question is put would indi-
cate that you have two firms, same asset, different lives; I 
assume in the sarae industry, producing the same cow..modity. 

THE DIRECTOR: I beg your pardon. Did you say different 
lives., I did not say different lives. 

MR. SYMONS: You are assuming the same lives? 

THE DIRECTOR: Same lives. 

lYH:l. Sl.7MONS:: Two firms with the same asset, same machinery., 
the same lives10 I assume the same industry. 





THE DIRECTOR: Yes~ 

MR. ... SYMONS: Pi~oducing the same product, and yet one 
chooses to use one method of depreciation--

THE DIRECTOR: One rate. 

NR. SYMONS: One ratett 

THE: DIRECTOR: Or the same method. I wouldn1t caree 

MR.., SYMONS: Pattern of depreciation, straight-line versus 
double declining balance or some other 111 

In the first place, I point out that cases of that sort 
you would find would be extremely limited., so that the impact 
of the apparent lack of equality would be a very special case. 

More than likely you will find the same asset is being 
used for the production of different products or in different 
industry, in which case the obsolescence would be greater in one 
case than the other, depending not only upon the fact the new 
machine might be developed, but the product might be changed, 
in which case you'd also need a new machine. 

But it is conceivable that there might be some few cases, 
if we were to look very hard, that would fulfill the terms of 
your question., Thatts why I asked the question be repeated., 

Over and against that the alternative seems to be to talce 
all such assets of all taxpayers, no matter what the use is., 
the purpose, and impose on them arbitrarily one method of de-
preciati.one. Now, I wou.1d maintain the inequality in that case 

THE DIRECTOR: With a variable useful life. 

NR.o SYMONS: Even with a variable useful life, imposition 
of one pattern of depreciation on all assets of all taxpayers., 
all industries, all products., all uses, would imply much greater 
inequality than with the few cases you m:i.ght find~ 

THE DIRECTOR: Could you tell us why that would bring 
about greater inequalj_ ty? 

MR., SYMONS: Because you are then treating them as if 
they were similarly.,.situated ta:xpa:yers., who are not. 

THE Dil1ECTOR: Arentt they similarly situated when they 
establish the same useful life? Up to that point aren't they 
similarly situated? Isn't the rest of it merely an arithmetical 
approach toward the recapture of the original investment? 





MR 0 SYMONS: No, I don1t a~Tee. 

THE DIRECTOR: I'm not advocating anything at allo I 1m 
trying to get into the record some of the reasoning which Itm 
sure led to the advocacy of: the net book value., 'rhe record 
does not have that reasoning in it at present and I think it 
would be very important to get that reasoning into the record. 

MRo SYMONS: Mro Fitzpa~rick placed the emphasis in the 
Federal action on the sociological rea2on of encouraging the 
renewal of equipment and a rapid disposing of itB I read care-
fully the hearings in connection with the 19.54 Act, and the reports 
of the committees~ The fact is that more often, in fact almost 
exclusively the point was not one of a sociological objective 
of getting more machinery and equipment buts rather, to become 
more realistic about what is real1ly happening to business 
machinery and equipment.. In fact., the reports of the Congressional 
committees points out that very thing as their conclusion111 

The Senate report said: 

"The liberalized declining balance method11 --meaning the 
double declining balance method--11 included in the bill con-
centrates deduction in the early years of service and results 
in a timing of allowances more in accord with the actual pattern 
of loss of economic. usefulness. With the rate limited to twice 
the corresponding Ettraight, ... line rate and based on a realistic 
estimate of useful life, the proposed system conforms to sound 
accounting principles 0 n 

Also the.House Committee Report: 

11The method of allocating depreciation allowances to the 
years of use in also a matter of judgment .. In many cases pre-
sent allowances for depreciation are not in accord with economic 
reality, particularly when it, is considered that adequate depre-
ciation must take account of the factor of obsolescencee 11 

No one would disagree with the statement that obsolescence 
is not the same for all kinds of equipment in th.~ hands of all 
taxpayers for all uses in the production of all prodnctso And 
if the depreciation is not the same regardless of useful lif~, 
then it is not treating those similarly situated in the same\ 
manner. 

TB"E DIRECTOR; Isn't the establishment of useful life de-
pendent upon obsolescence, the judgment of management as to 
obsolescence? 

}1R.. SYMONS~ The overall life is reflected in that, but 
the pattern of obsolescence. how fast it takes place, depends 
upon the method of depreciation~ 
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THE DIBECTOR: That to an extent is unpredictable, but 
not necessarily related to whether you use a 200% dee.lining 
balance method or a straight-line method. When you set up 
a particular useful life, management presumably uses its 
best judgment. At the time that . the useful life is 
established, you can•t gaze into a crystal ball and say · 
for a certainty whether or not that asset may become 
obsolete within that useful life or prior to the eJCPira-
tion of the useful life, but that doesn't necessarily have 
to do 'With the rate of depreciation, does it? 

MR,. SYMOJ:l-S: 'When you say you can1t gaze into a, crystal 
ball, that is not the actual case because the businessman who 
determines the obsolescence rate is basing it on past experience 
and a look into the future with regard to the rate of obsolescence, 
the pattern of the partic'll;lar equipment that he is going 1to buy. 

'What you are substituting in place of that is a . crystal 
ball for·. this group to find the one magic method. of depreciation 
that 'Will cover all industries, all assets and all products. 

(d) The Decision 

The lack of agreement concerning appropriate regul~tions concerning 

depreciation methods., and the amount of heat generated by the depr~ciation · 

debate ( see Appendix ) placed the Director of Taxation in the position ---
of having to promulgate a regulation which had li tt:J_e chance of general 

acceptance. Against this background., it became necessary to develop the 

regulation which offered the greatest promise of administrative f'easjbility 

consistent 'With the requiremen~s of Chapter 51 as it was adopted by the 

Legislature. 

The regurlation which was promulgated was based upon acceptance of 
. . . 

depreciation charges as reported by taxpayers for Federal :'.Inoome lax p:t~ 

poses with a minimum of adjustments to exclude accelerated and extra first 

year depreciation charges and to reflect the statutory minimum value of 

20 per cent of original cost for properties depreciated below that level$ 

This regulation appears as follows: 

.. Except as may be other'W:i.se · provided by regulation, net 
book value for the v~ious items of depreciable property re-
ferred to in Reg. 2.100 (A) -shall be the depreciated value of 
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(e) 

such property as reported to the Internal Revenue Service 
for Federal Income Tax purposes in accordance 'With the 
Internal Revenue Code of 1954 and the rules and regulations 
promulgated thereunder, in effect on January 1, 1961, for 
the last complete reporting year immediately preceding the 
listing date, and adjusted to such listing date for additional 
depreciation, additions and disposals,. In the case of depre-
ciable assets acquired subsequent to the close of the last com-
plete reporting year and prior to the listing date, the net 
bool{ value to be reported hereunder shall be determined in the 
same mam1er as was used by the taxpayer for comparable prop-
erty in such last reporting year. In the case of depreciable 
assets acquired by a taxpayer prior to establishment of the 
first reporting year for Federal Income Tax purposes and prior 
to the lj_sting date., the net book value to be reported here-
under shall be determined in such manner as is contemplated 
to be used by the taxpayer in bis first return for Federal 
Income Tax purposesg In the case of any other depreciable 
taxable property for which no net book value has been de-
termined for Federal Income Tax purposes, the net book value 
to be reported hereunder shall be determined as the original 
cost of the property less depreciation computed according to 
the straight line method based upon the average useful life 
for comparable assets reflected in the u. S0 Treasury Department, 
Bureau of Internal Revenue Bulle tin 11F11 o 

Notwithstanding the provisions of the foregoing, para .. 1 
graph, net book value shall in no instance reflect accelerated 
depreciation of emergency facilities permitted for Federal In-
come Tax purposes under Seco 168 or additional first-year depre-
ciation allowance under Sec 0 179., of the Internal Revenue Code, 
and in no instance, except as maybe otherwise expressly pro-
vided by regu..lation, shall net book value be less than 20 per 
cent of original cost for any depreciable asset remaining in 
use or held for use. 

Adjustmerit of Listing Date ___ _,_,..,_ u .::a.-.--
Not all of the problems associated with "book value" assessment of 

depreciable business personal property were concerned 1,r.1. th methods of de-

preciatione Chapter 51 established January 1st as the listing date when 

the value of taxable property was to be reported. This requirement was 

no problem for taxpayers who kept their books and reported for Federal 

Income ~axes on a calendar year basis" But the minoriiy of business tax-

payers using other fiscal years could not comply with the law by simply 

reporting the unadjusted book values given for Federal Income taxes. Al ... 

though the Director of Taxation was urged to provide by regulation that 
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that su.ch taxpayers could use tlieir year end book values evenwhenthis 

meant a deviation form January ls·t listing date, he had no alternative 

but, to require adjustment of the listing date. The regulations were so 

drawn.. (Reg. 16:12-2.240 and Reg. 16:12-2.140) . . . . ' . ' 

(.f) Group or Gdrnposite Accounts 
·-· . : . -__ ., ·'.' " •'.. .- .' ._' . . - -

. . . . 

•The.proyision of Ch9-pter>51 permitting.the Director of Taxation to 

pro•de for naJeraging i~ a group or icompo:i te accounts. in the case o:f' 

a taxpayer holding items of like property in more than l taxing district 0 

where it is determined by (him) that it is impractical to report 'With 

respect to each it.em $eparate1yt! (54:4-2.29) was the basi's for various 

. suggestions to modify the reguirement for reporting book values of' prop-

erty ih each local tax;ing distriqt.· Legislative committee deliberations 

before the adoption of Chapter 51 indicated that this provision was in-
,,, - -

tencled to facilitate reporting for taxpayers maintaining composite ,accounts 
' . _.. -', ,-:_ . ' . 

• : ' ! 

of propertieS capable of valuati9n on an average or -unit basit1 •. Examples 
. . 

· . of suet), properties are telephone poles, vending machines · and service station· 

.gasoline pumps. The regulations .promulgated by the,~ector included 

the following provision: 

A taxpayer holding items of like property in more than 
one taxing<d:i..strict is not permitted to report net book value on 
the basi.s of .. average valuations of such property in group or . 
composite accoun·bs except -vrhen it is deterl,llined by the Director · 
of the Division of Taxation upon applict;tt;Lon fitst made to 
him by the taxpayer, that :tt is irnpractie~al .fofi'the · ta:xpayets to 
report•. separately m. th respect to each item~ ' 

. . . Where a. taxpaye:r desires to obtain authbrity to report 
· . netbook value on the basis of average valuations in group 

or compo$i ter accounts, he shall make written appl:i.cation to 
the Pirector, in duplicate, and such application shall con~ 
tainthe following: 

A detailed description of the items of like property 
involved. 
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. . . . 

. ~./ A list of the· taxing atstricts in which such. items 
. . · of : iike: property <are 1oca.ted~ · 

A statement of' the manner in which the valuations of; 
such items are reflected· -in the taxpa.yer•'S books: of' · .. ·, · 

· aqt;ounts, £or Federa;l Income ':raJt:_ p~poses.. .•· . . 

4 •. A statement setting forth in full the reasotis why tne 
taxpayer gontends that :Lt, is ·µnpractical to report ,· 

···•· with respect .. to ~ach item :separately •. ·, . . 
' -:· . ··, .. :, . ·.'. ' , . ', ·, .· . 

~. ·, An.eixplanatiot1' of the averaging method that the tax- ·. 
'JJayei' proposes to use. ' - . . .. 
·,.. • .-·~. • • • • • 

· .... 

6:. '..A.ny other pertinent informat:i:oq that may. be h~lpful·. 
· . to ,the Di~Elet0or mt qetel'.lilli.niJ;ig that it is . ilupraqtical · 

.-.·.ror the t~xpayer t,o:i'eport w-tth .-respect to<each ·item · .. 
. separately and. tha-b.- the ai/:eraging · metbod· that the· . 

-·.· taxpay.E3r proposes to use w$J.l. a.dequately refl~ct the 
'ya+uati~ri~ofthe i;tems of-property :i.rivolyed• . 

. . . . ---:·· .... . ' . . , . . .· 

Besides providing :r or average1 val11ati9ns based on gl'()'.111) or com~ 
·•·••·• posite~cco~ts1 t.his.regulatiot1.~e·came the basis.fOI' dev~lopin~ .. average:'·. 
• Of> u~:tt/valuEifs' fpi! sta'.ndiatd1~·e4 p~l'ty ,Or½ an/ :i.ndWJ'tcy~icfo ~ste. In 
· the interest, of 11n:tforu+, valuati.oti pf' : suck, property., the l!lotor. fuel .industry 

.. •. initiated·a.·r~qµest t~ deveio~'·µn:tt· values fC>l:'. 'gasolirl~ s~ivtce· station '. - .. . . . . .·· ; . . .. ,' . ·.. . ·,. - .. '• ·. . . . .. ,.,_. 

-,equipfu~nt "9ased Qn th~µ- composite bdok values. Tbi$ :r:eq~est was granted' : 
.. ·•,,.by:t~\nJ<i~to~].hd.uniii.ir~lues w~;~. developediri cohstiltatior,1 with, -.· 

, r~presetfuatives ·o.f: the indus~ry ia:n4'·t'~ Assd6iati6n. o'.f Munici~al Assessqrs. \: · ... 

· .··. _ . ·:: · .. jtt<the ~iro.~- ~he e#fective ~te .·.et · Chapt,er·· $1• was po13tponed;., ·&is~us~.-••-> 

sions t.o e~tabltsa a similar system ii>f,imtt values we~e ;iti'.!ll'bgress·:w:tth the 

·.· New• Jersey ·B~ll T~:Lepho~e .· Company and 1with -representativks (pf /the bqwlizie; · ···• 

:i.ridust:cy:. ,qt.her req_t\ests for such ruJ.ings ~re expecte.d. t:o' be proce~sed . 
before Ch~pter 51'.takes ef:f'ect •. > .· 

.. ·.. . .. . ' . '' -. , . 

(4) .Business ::rnveJtor:ies · · . <r 
. Th~ ,most .challeng:µ1g probl~m related to business ;J11,r-13ntories c;on- .· 

.·. cerrted. the distinction 'between taxable·•.· and exempt invetitories.·: TheI'e w~s . 

;• 9opsidfirabie•b9ril\ls!on alloµt the: 4efizp.tiqn of ••raw ~t~ri~ls ~d s~ppliest1, · 
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.... .:4ji, 
specifically ~xempted by Ch~pter ,,1. Th~s~~ in adcq.'tion t~ ihe· obvious i ·. · · 

subjects of regulatio~ a~d reportA.rig· with regard ~o irtventory iTaluation . ; 

. and. ave:r;aging Illethcids~: it became necessary to d.eve'.lop suit~ble.def'init:to~s 

o:( 11raw·materia1s and .suppliestt and to. establish an adequate method•for 
. ·' .. . ~- . . . . . . . . . . .• . . _. ·. . 

· •· ·• excluding them from ayeI'age. invelltories, as reporte<;i by taxpayers•• 

· (a) Raw\riat.eriala::and supplies . 

. .... Raw m~ter:taia11 ·~nd 11suppl:i.es0 a.te primar~ly accou1'.ting terms which 

have meaning pnly :i.t1 terms bf the operation.. ·o; m,ecii'ic ~usi11~s1:1es. This:··.· 
. ·. . .. . . 

·. me~hs thai •n~ definition in terms of' itemizedlistS' o.:f: commodities or •g~c,<is .· 
can sa.tisfy the require~ents·. of t 1h~ exemption ·pr~;t.ded .in. Chapter SL . 

• C • • •- • • ,.. •. •,,•• '.••,. ' • ' ', • '• /. • • •.> •. '" . 

. Commodities .which are ·firtished. prod~ciJs for . one : ind!istry e>r business. may : • . . .:·'·. . . .•,- . . . 

well become ;aw:mat.er:t~ls or suppli.es<f~I' another •. The distinction depends 

on the point at wllich't~e produQtive, process,for each industry begins a.na .· _: ' 
. . . . . .. ,. ' . . . .· ·. .. . .· ., ' . . . . 

hevt the commodities are to be used. Regulations promulgated by the Dire~-to:r ·. 

:~f T~ation·:~onta:Lned the .foll~irig definitions .(Reg,.ilation J.6:12-2,.180): 

. Ao . RAW MATERIALS: Raw ma,terials ·. means go~ds . purchased 
' for. -'1Se. as an ingredient or component part •Of. ah · 
·. operation to be performed by the reporting tax:p~.~r, 
and on which taxpayer has -performed no work or process- · 
irig .of any kind~> .MerQhaI1dise which is·fini's}jed.goode1 

. f~ one company may be .raw materials for anothfjr. • 
. Thus fqr o:ne compatiy the .1'raw materia.l'f maf be ra:-w-
•·cotton; · for an.other cQrtJ.pany, the.· "raw material'! :may ~e 
wover1 cloth. •.· Raw materials lose their exempt status . . .. ·· 
as soon as they become Triork in process• •.•Raw materials" 

· ·. be9ome work;in.prq~:ess•. as .soo1f as the initial step :i.s 
·. ·•.·· taken tci enter th~m · into '"l~he· manufacturing · process. ·· 

SUPPLIES: •. Supplies rep:rehe~t auxiliary.· QOnmiodi.ties 
. which do not enter directly. into ,.finished, p:rod,ucts ... 

.. but 'wb.iqh a.re(necessary to the· taxpayer 1 s operat.ion · 
·.· and.production.. .. Office suppµes, lubricating oi.ls,. 

and packing and . shipping. supp:J.ies . and . comriion. types .. 
of supplies which. may/represent ·such a~iliqry cOiib,o. 
modi ties when not t\el41 ).'or sale. . . . . . ... . . 

... / 
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'Although the concepts µnder~ng>this ~i':i.Ilition comtnapdect gen~~4 

agreement among member~ 0£ the AdVisory _ Committee -on ;Assessment Practices, . -
>\. __ 

their_ translation·into a workable .. standard was n_?t as-simple a.s' that:_--

agreenient would indic~te. - F~ example, defining raw mate:r-1.als :ir.t .te~ -_.- ,-. · , 

0£ the operations of.ea.cht~payer raisedquestfons.concerningunlike tax· 
-_ treatment between xnate~ials' i;ransf erred ~om on~ 'plani, ()~ one. op~ra.tio~, 

to ailotfier m.tihin a; siilgle integr~ted ~0111Pahi ~nd similar: Il18-te'tia.1s pmL -'. 
chased by the same {axp~yer., or by a~other. t~ayer:, ·-from an : dtltside> 

,_ 

supplier. In the first instanc~., the materl.el.1s .were cda$Si£:i.eil as 11good$ • 
in process" ·and were t.hefef'ore taxabl~ to the business which h~d-pe~formed :· . . ·,..:- . . . . .. . ·. . . ' . ; ·.. . . . . . ·. ' -· . . . 

· ,w-ork or ~roo~ssing upo~ them,. In_-th~, secon<i inst,ance., _ the· purcb.a~eq 

-materials ~eri clearly. 11raw m~teria.lsll because the taxpayer' bu~in;ss had 
J\ - - . - :· ._ ,- - . - - . - -- . ' - - - - ·--:.. - -. - -- : .• - . -- -._ . 

performed" no work or proce~sing ,P.f any kind" -·upon:. them.~ :'.l'h~ sugg~s~ion_ 
. . . . . ' ·.·· "." .. ,. . '•: ·. ··.-- .. :· . '· ._._ ,•,· . : . 

that, thi~ :clefinition of J:!8.W materials ~er applied to--·operati.cms.~ithin each 
. . . .' ,. . . . : ,... -~ ' . . . . : ·-· - ·, . . . . . . . ; . . ' ' . ' . . : . . . . . 

manufact~i'pg or processing p1aht1; as contrasted with_ e~e~ i'btisiness entity 1 

was ·r~jected as someth:i:ng· which was both ,contr~ te> :the law :~rid ~ractica;: _' : 
. _.: . - .. . . ' 

to·administe;~ · 
. ' _-

Whil~ any 'business t~ayer ·could use suppli~s i~ the cours~ ~£, its ' 

: activity,, the Dir~ctor 'took 'the position that only manufac!1'ui-ers ari~ pro- :. -.. 
. . . - . '• ... . '• ._ · ... · - ' . 

-cessors could have inventories -of. r~w m~terials. '.rb:i.s raised q~est:i.ons ab<>ut'. ,· -_· -

- the definition of, 11tnanufacture~s -andiprocessors'~ and aboµt i~~hto~:i.es of· ; _--
-. . ·- . .·- ·.· . ,. . ,. \" . ' . . . ; . '• 

materia+s maintained by ta,xpayel'S eng;ged in tr~~es . and services inv~lving --· .• -

. such _activities as installation, :cutt:i.ng . ., · ri,tting., a~semblying:; ~~er_ 
Dealers 'in lumber and s:mniiar. products Tnsi·s.ted: tha.t their inve1;1tOries w~re 

. .. . . .· . .. •'· . . . ' ., -· :· . ' .··. 

e~empt beca~se they were sol9- as ••raw materialsU. £or prodµc_t.ion or process-

ing. It was easy enough to explain t 0nat the -proc~ssing lia.d to ·be done bf 

-_ the -taxpayeJ:" ·claiming .the exemption, but it was-riot --~o ~~sy ~o _·draw:the µhe 
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between processors and service businesses in cases where some change in 
! 

the product was made by the sel:ter. While general rules were developed,·· it 

became obvious that some of the questions raised would need to be considered 
. ' ., 

\ ' I !: • ' . '__ . ' ,) •.•.::,: 
individually and that complete uniformity of definition would probably never 

be achieved in all local taxing districts and for all taxpayers. 

(b) Net Book Value 

Consistent with the acceptance of net book value of .. deprepiable personal 

property as reported for Federal Income.Tax purposes, the regulations define 

net book. value of business inventories as (l) the cost or (2) the lower of 

cost or market, whichever the taxpayer reports for Federal Income Tax pur-

poses .(Regulation 16 :12 ... 2 •. 220) • 

Although it is common :for manufacturers and processors to accwnulate 

production labor and overhead expenses as part of their inventory costs, · · 

this accumulation is not always timed so that it appears in the yaluation 

of goods in process before they become finished:,or semi--firiished goods. 

So that all taxpayers engaged in manufacturing and process:i.ng may be 

treated alike, the regulations provide especially that: 

In the case· of manufacturers. and processors, the value of .· 
inventories shall include accumulated product.ion labor and burden 
of overhead expenses incurred by the taxpayer in the production 
process applicable to the goods as they exist at the time of each 
reporting period used as a basis for averaging. 

(c) Averaging of Inventories 

To help taxpayers submit the average inventory reports required by 

Chapter 51 (51.t.:4-2.J0) with minimal compliance costs, the regulations were 

drawn to permit quarterly rather than monthly averages. But where he 

considers it necessary in . order to represent the average value Hf'airly or 

accurately, 1t the local assessor may require more frequent reporting. Also, 

the taxpaye:r may report more frequently if he wants to. The method for 

determining average inventory values is described as follows: 
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. . . . . In)rePc,rling average quarterljt~ Jistings, the ambunt 911 
>hand at. the end of each quarter. sl1all be s~parately redorded 
'and the .total,of .. the four .. su9frvalu?s· reduced. to .. ·an average 
by qivid,i11g by/four •... In.the .event a more i'retj_µent listirig .. is 

,·. such listing sha;J.l include valueE:> as .of each date reflected · . . . . 
and the total. of allsuch V9-lUes shalLbe reduced to an a,verage. 
by .dividing by· the -pu.mber . of such datese: 

>In case the taxpayer has not been engagec:i in business in . 
the taxing district during the full period of twel~ months ..... 
precedi.ng. t.he listing•q.ate, .. he .shall report. the yalues on hand 
at the end of each·"month., or other specified ·aay during the month., 
in which he has· "been sq engaged in business iri thca dis-lirict and 

· divide the sum·· by, the 11umber of .months the taxpayer was erigaged 
in business in the trucing distri~t during such period. 

EXAMPIE; :Taxpayer conrrnenceflbusinessasamanufacturer 
in"X" taxing distri.ct, on July 1, 1960. To.ascertain.the 
average value of.·his inventory to be reported as of the list-
ing dat(:;i Qf January l_,, 1961, he would add the values at the . 
end. of.· each month., or ott1er .•· specified day ·during•· the month; .· .·· 
remaining in the calen.9-ar year 1960 and divide the total by 6. 

· The regulation sought to further minimize compliance costs by letting 

t~ayers -who ma,irrt·ain no inventory accounts estimate the:i.:r:' in.ventopy values . 

to reach an average •. Sample computations were provided tc, .illustrate 

this method:···. 

Where perpetual inventorie$ a!'e not ma.intaine.cl or 'where . . 
the taxpayer does not maintain adequate records for the deter.-

. mination of' periodic inventory value.a, the estimatedyalues fpr 
the, end of e9ch period to be reflecte9- within the. average may 
be determined by use of the ''percentage of gross profit method·.11 1 
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APPENDIX ... TABLE II · .· · 
·.·.·.• .. · ···•··· .. · . Average Inventories - ··P~rcentage of' Gross Pro.fi.t Method . ·... . . 

Sample computation to. illustrate a· quarterly method of ~verciging. a merchandise inventory 
. THE ABC CORPORATION 

Inventory Schedule 

Invent9:cy 
1 .. a ... 60 

(2) ·, 

Net· .. 
Purchases 

.... Net 
Sales 

($47.,d5b) 

'(4) 

Sales At 
Cost 

· 59.54% 

Jan .. i ;.. Mar. Jl $6,043 $20.,092 • $:n.,963 
Apr. 1 .. June 30 3., 731 · l.4.,216 8.,465 
·Jul. 1 ... Sept ... 30 3,893 · .· 9.,995 5.,951 
0et:. ·l ..;. 'D~cf'31 2.,084 9.,440 .. . . . 5,621 

~verage Inventory ($I39,.5o.5 divided by Ii) .. ··· .. ·. 
Inventory 1.1 .. 60 $47,050 
Plus: Pqrchases 1960 15, 7.51 · $62,801 

· Less: Inventory 12-31-60 .·. 30,801 

'(5) 

Gross·Est:una'tec.i 
Quarterly 
Inventory 

$41.,130· 
36,396 
34,338 
30,801 

$142.,665 
$34,891 

Cost of Goods Sold ............. ,; .......................................................... .. 
Cost of Sales ($32,000) divided by Net Sales ($53,743) = •••. u .. ,.. 

$ 32.,000. 
59 .. 54% ,. 

(6) 

. · Gooas Stored 
In a Public 

· Warehouse 

$3,100 

(7) 

Net ES t1ntated. 
Quarterly Inventory 

(Total Col.5-Tota]. Col. 

$40,530 
35.,396 
33.t338 

··30.,301 

It is usually a ~imple matter to estimate quarterly inventories :rr~m thePu:rchas~s andSaleB of a retail dealer.·. 1 The 

.init.ia.·l. in.·:ven. t. ory. ($4. 7,.050) p·. 1. u·s.tr1et·o.·tal .. J .. a1;·u·ary·... 1 ... •t·hr·•· .u ... ··Ma····.r .. ch. 31···· n.et····· p.urcha. ses ($6. _,9.· 4. 3) le···s. s t·h·e·· J·.a.·n·u· ary .. .. ··.thru ... M .. ar·ch·. 31 net sales reduced to cost. ($11,963) establishes the inventory on hand March 31 ($4,L,l30h · The March 31 inventory · 
($41,130) ·. plus net purchases April thru June ($3,731) less net sales red\lced to cost ($8,465) establishes: the invento:i;-y 
of June JC). Such procedure continued throughout. the year shoµld give a result very cl.ose to the end of the year figv,re 

Purchases and sales used in this computation should be net. Purchases· ~hould include Freight-In and e~clude Discount 
earned and Fur.chases returned and allowances. Sales should be exclusive of Sales returns and Allowances and discount 
expense ( if any) .. · · · 
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(1) (J) (4) 

Net 
Pur-

Labor Burden . chases 
Inventory 1 ... 1~60 ($174,276) 

Inventory Schedule 

Total 
Labor 
Burden·& 
Purchases 

Net 
Sales 

Cost of 
Sales 
88.6% 

(8) 

Gross 
. Quarterly 
Inventories. 

Jan.1-Mar.31 $ 8,41.4 $16,819 $39,279 $64,512 $19,173 $16,987 $221,801 
Apr.1-June JO 13,656 27.,315 60,583 · 101.,554 37,586 33~301 290.,054 
Julyl-Sept.JO 12.,691 2.5,388 25,791 63,870 176,705 156.,561 197,363 

(9) (10) (ll). 

Goods Net Est. 
Stored Inv. 
in a (Col~8-

Exempt Public The Sum 
Raw mate- Ware..; of Col.9 
rials house ·+Col.IO) 

$6,00() $3,000 
2.,000 3.,000 
6,000 ·3,000 

Oct.l-Dec.31 12,298 24,599 38,460 75,357 112.,037. 99,264 173;456 4.,ooo 3,000 
$iB,ooo $12,000 $852,674 . Total . $47,059. 194,121 $164,113 $305z2J,,.:;3.....,.. ___ ·.f3 .... 34..;;5""",_50 .... l .... $_30_6"""1.,l_l...,3_._. __ $_88 .... 2..,.,_"67 __ 4 __ . _ __,___........,..._.......,........, ..... _ ____,........,-,..,,,._,,_ 

Average Inventory .. · ... • .. {$~~&~·-lm~-,:..;,'.~.·~7.·.;;;.li··.•·.·;...··.· cli;,;;;;, ·.·;;.;.· .. v. _i...;.i:loo;;,;. ·-~-.;;;·b. ~.·:z.Y···....:' li.:::..•·.)!:... .. ·.·.· .. ·-.···-. ·.-· _____ ...,.._. ___ ....___,__......., ___ __, __ ....._ ___________________ _ 
Inventory 1-1-60 · .. · . $174,276 · ·. • .. · ... · • •··· · 

cLabor,Burden & Purchasesl960$J05,293 $479.,569 . 
Less: Inventory 12-31-60 .· · . ·. $173,456 · .. . . . ·· 
Cost of Goods Sold •••••• ••·.•••••• •••••••• ~• •• ••••• u •• .;, ••••• :, •••••• •• ." •• •;. ..•• •• •• $306,113 
-Cost of' Sales ($306,113) divided by Net Sales ($345,501)= ..... u.,. •••• ,, •• , • • 88~6% . 

. . · T'.tlis computation of\a manufacturer 1 s. inventory involve~ the inclusion 9f alLfactqry- cost and purchases irito to.tar quarterly 
accounts. The initial inventory, ($1•74,276) plus the total January l through March 31 labor, burde_n and purchases ($64,512) 
less the January l through March .31 Sales at cost ($16.,987) establishes the Inventory on hand March 31 inventory ($221.,801) 

··. plus the total April, May a,nd June labor, burden and purchaf3es ($101,554) less. the April, ~y and -June .Net SalE3s at cost 
.\($33,301) establishes an Inventory ;on Hand June 30, This .. same procedure continues throughout the. year, · 

' : ' • • -- • c, 

Purchases should be NET including ip-bbund transportation charges and excluding discounts earned, purchases· returned and 
~llowances •. Such items sho~ld be d1educJ,ed from the total purchases in the quarter that the transactions are made, Labor 

.· includes .. all direct labor .. and such lr.idirect • or administra_tii ve . wages; . sala.ries, and personal expense . as are properly· allo-
cated to the factory., suchas for ,5:\lperintendence; rate, purchasing., cost, time andreceiving departments, janitors and 
store keepers. Burden should ine1ude repairs to equipment and factory buildings., light, heat and power, depreciation, 
taxes, rent., insurance, leases on Il;'lachine:t'y and equipment., factory truck expense insofar as these are applicable to the 
factory. General administrative. and overhead costs., as for executive, secretarial, auditing, .financial and selling. 
departments., need not be included. , \ 





- (5) otn.er- Regulations 
·. . 

It.is not.the purp~e here to rev:Lew allregulati~ns issued by the 

Director of Taxation in compliance with requirements- o.t' Chapter 51. The 

complete Regulations., issued on January 1., 1961,·are contained in Appendix 

----· 
D. Tax Return Forms 

The t~ayer return form PPT-1 de~eloped for use by business personal 

· property taxpayers in compliance with Chapter 51 became tlle focal point .tor 
mostof_the criticism.>or both the Act itseliand the tax changes it sought 

to accomplish. Printed on two sides of a single page (see pp . ),. this 
. . ' ' -·, 

was a form-containing six schedules as fo+lQWs: 

Schedule A - GeneJl'al ;.ntormatlbo~ This_ schedule .asked·for the ,name and 
· ,a,d~-ess of the ~yer_, ~s · accrouniUng .ottiee., the nature 

of his busf.neas,, ,~ the addNss ,of ,.any 0real e$tat~ ~ed 
within the taxing distriet,. 

· Schedule B - Sumtn.ary of personal property. As its na• implies., this · 
echedti.le was nothing more than a place to bring together 
for the convenience of the taxpayer and the assessor 
personal property values recorded in other schedules. 

Schedule C - Business inventories. This schedllle provided space for 
recording monthly or quarterly inventory valuations enter- · 
ing into the average value used to determine the taxable 
value. Extra columns .were provided for recording and 
deductilon of valuations ot exempt inventories of raw 
materials and supplies and goods storedin a public ware~ 

· house. 

Schedule D Cost or goods sold. This schedule applied only to 
manufacturers and processors.. Its sole purpose was to 
provide for orderly recording of inventory valuations 
as they f'low·from the exempt category of raw materials 
to the taxable categories of goods in process and finished 
goods and accumulate value by the. addition of "labor and 
overhead." · 

.· Schedule E - Depreciable personal property •. This schedule wa.s in the . 
• · ·· nature of a worksheet upon which to record adjustments in 

net· book value required by Chapter 51 £or ( 1} bringing 
11fiscal yearn book values to the January 1st listing date 
and (2) bringing all property depreciate1to lesfl than 20% 
of cost back to this minimum value.. It also included 
space to record exclusions by regulation of the·. Director 
of Taxation of (1) additional first year depreciation 
taken urider _Section 179 of the Intemal Revenue Code and 
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_· . . . '. . 

· (2) accelerated· depreeiation taken under Section 168 of 
Internal Revenue Cod$o 

Schedule F - Personal Property not owned by taxpayer. This was an 
informationaLscheduJ.e for reporting tangible business 
personal property in possession of taxpayer., b,.itowned 
by and presumably taxable to., someone else. 

. . . 

This taxpayer return form was developed in consultat:ion·withrepresent-

. atives of the New Jersey Society of Certified Public Accollfitants., and it was . · 

review<,d by the Acfyis ocy Cotilin! t-t;ee · on AssesSIJlent · Practices. In ·contrast tt 

the. criticism it late_r drew the return was acclaimed as rnor.e sirnple than 

similar forms used in other states. The consensus was that it required 
. . 

.a minimUI11 of information consistent with the requirements ofthe law it 

was designed to implement. 

The · most serious criticism .of Form PPT-1 concerned the special proble 
. . . ·.· .. ·. .·· .. ·. ·•·· . I 

of sniall business and farmers. At the time the effective date of Chapter $1 
waspostponed by tlle Legislature., the Division of Taxatipn was meeting 

with The New Jersey Farm Bureau and the'StateGrange to dev~l.op·special 

r"Q.les 9-nd a special return form fox £arme;i-s. Also, a short.form had been! 
. . 

developed for businesses reporting inventory valuations not. exceeding $10, 1.00 

and/or depreciable personal ;property valua.t:tons · (at cost) not in excess 0£ 

$10.,ooo~ . This procedure for small business., however., involved some short- · 

cuts ·not entirely consistent. with Chapter ·5l:, and tlle question 0£ whethe,:o 

the. law authorized such procedures was in the proce~s of being resolved• 

E. Educational Program 
- .. . .·• ,, I 

. Th(:} e,ffecrbiveness .of even the best of tax regulations and return formi . . . . • ... ·• ·. . . ·. . . . .. . . . . ) . I 

depend~1ion the understanding with which they are applied., Besides · .· .. I 
actually preparing such materials., it'is necess~ to inform both taxpayers 

. > . ·.· . . . •·· ..•... ·• · .. · .· .. · .. ··.. I · and local assessors 0£ the new requirements and their responsibilities ·. 
. ' ' ' ' . . 

. . : . i 

under them •. Because time was short and personne.l limited., :i.t was necessarf 
. . . . . . . ... I . 

for the same people to idvance on both or these fronts a.t once. The follow-

ing l>rief' revi.ew of some of those act:i,:v-ities suggests that if taxpayers . 
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and· assessors were un±n.t' ormed about Chapter 51., it was not due to a lack 

ot effort·. to expose them to information about it~ 

(1) Orientation Program·i"or Assessors 
. . ' . 

Whil~ the return f'OPm and the Rules and Regu:lations weria being developed 

to implement Chapter 51, plans we:rE? also made to prq,ride an educational 

program for assessor$, This program was organized and dtrected 'by the 

Local Property Tax Bureau arnd was designed to:, 

(a) Familiarize assessors and assessors.elect with ·atl··.aspeets 
of the new.· legislation.. · · 

(l>) Review and define their increased . re~l}onsibilities~ 

(c). Present. and. explain the Rules arid Regulations · and the 
· requirements of the return forms. · · 

A stat£ ofl4 instructors and .tour alternates was,seleoted to receive 

spee:i.alized training at four intensive b;riefing sessions .. The members of 

this group,were: 

F. Edward Biertuempfel., Jr., Supervif3ing Field Represe,ntative, 
· Local Property Tax Bureau 

Alvin E. Bill~, Jr • ., S11pervising Field Representative., 
Local Pr~perty Tax Bureau 

*Owen J .. Carney., Senior Field Representative., 
Local Property Tax Bureau 

Cl:arerioe Ns Delgado., CAE; Assessor., Village of Ridgewood 

James L. -Fl\l;>er., Supervising Field Representative., 
Local Property Tu B'UI'eau 

*01-ville W,, ·Freeman, Assessment Evaluator., 
· Local Property Tax Bureau 

Albert Ro Galik, A,ssessor ,· City of Pas-saic 

Ali';r.~c;tJ. Greene., Jr., MAlJ President., Association of Munic:i.pal 
Assessors of New Jersey;Assessor., City of 
Clifton 

Marriott o~ Haines., CAE; Vice President., Association of Municipal 
Assessors of New Jersey; Assessor., City of 

· Vineland · 
- \ '. . 

ib\l@.n P\, Hart., State Supervisor, Loca.l Property Tax Bureau 
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Robert $. J'ohnston, Principal Field Representative, · 
Local Property Tax Bureau --

Daniel P. Kiely, Jr,, Vice President, Association o£ Municipa.i A.ssessors 
of New Jersey; /l.ssessor., City of Plainfield 

_:Edward -P.-- Markowich, Asseseior, Township of Cranford 
, . . .. 

Thomas J. McGann, legal Analyst, Local Property Tax Bureau 

*James E. Pierson, Assistant State Supervisor, 
_- Local Property TaJC. Bureau 

Merle R. St• Amour, CAE; Assessor, Borough of Fairlawn. _ 

Daniel w. S'Ul1ltners, Principal F:Leld Representative, 
_ · - Local Property Tax Bureau · · . 

Robert B. White, Supervis'ing Field Representative,· 
. Local Property Tax Bureau 

j -* Alternates 

Each member of the--staff was _given a comprehensive Instructor's Guide 
. . . 

prepared by Dr, Ernest c. Reock1 Jr., P:u-ector Qf the BUJ"eau of Government 

Res~arch at Rutgers• _ Instru6tors were diVided into seven teams of two 

men each~ one assessor and one represen.tative ot Local Property Tax.Bueau. 

)!:a.ch .t.eam handled three counties, 
. ' . 

-Arrangements for classroom facilities and assessor attendance werE:' made 
. . 

through the County Tax Boards and County Assessors Association. Beginning 

early in February, three weekly two hour classes were held_in each of the 
. .- . 

. . 

21 counties.· In eight counties the classes were concluded before the 
. . . . . 

authorized versions of the Ru,1es and Regulations-and the return tom were· 

available. In these -counties a fourth class was convened to review these · 

editions. A total of 71-meetings was held; 

The two hour sessions were equally divided between>a_lecture and a 

question and answer period~ The lecture consisted of readingsfromthe law 

.and the X'lµ.e~ and regulations interspersed with comments 'by the in~tructors. 

D~pit$ · unv.1:111a]ly ~eYere .. wea~t,.,r __ .- through9ut much, of 
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. . . . . 

··• February and March, 1:'ew 8.$Sessots fa.iled ·to ·attend. all three S~ssions •.. 

. Loca.l;Property Tax Bureau.r'~~d rElp;esentat:l.ves also attended the meetings 
. ' ' . . ,;·_ .· -'·. ·., . . ·- -

· .. ·.held their a.ssigne<i ~ount:ief ·.· ·.. •. ..·· .· .. : .·. . . . .· . . ' .. ·. . . ··. ' . . ' ' .. . .·' 
,.·.· : .....• ·All ~:lass?S:W~e'.0c,Onq>le1ied,:•by~kpri1·.j_9 •... The'. detaile4 sc'Jl8:,duls follows,:.•.•·····. · ... ' 

.. -. .: -

···•··•·· Bergen, ' .• Mercer·_ 
Gloucester 

. · · -· Cumberlflrld·· 
· ·Ocean 

·. Monmoutll · 

·. Atlantic. 

Middlesex 
Somerset, . · 

Hunterdon 
W'2'reri•·. 
Sussex· 

Morris· 
Union 
Eseiex. 

Burlington 
Passaic 
Hudson 

. . . . 

. D~niel. P.•.·· ~ely .• .. 
Robert B~ White·. 

. . ...... at±t'>it ... . 
... . ,_. 

Feb. 7,l4~21,Mar.2l '8:00 P~M. . ·. llackenEla~k·• .. ·. ·.• 
Feb.281Mar~7,14 -·. ·... 7:30 P.M.. Trenton .. · 

· Ma,r.23,30,Apr.6. ·• :/ . 7:30 P.!',l. · Woodbul'y 

·····ieb~6,JJ;201Mal-.l3. 
Feb.281 Ml!r.7,14 

•. MaJ:'.2:t128, ... Apr.4 

7 :00 P .M. . Bridgeton · 
7:30 P.M. · Toms Riv~ · 
7:.30 P,1!1. ·.· ·<Freehold 

,Albe~ Galik ·ret>.7,14,2i;Mai-.~ i , . ' I . . 1 ' ~, 
20 ·· < · .. ·. ··•··.•. >: :. 8:00· P~M. · . 'Atlatic City 

F.E. :8518:etuemplel.,1,r.- · .. Feb.27, :Mar.6113 7:00 P.M~ ·New Brunswick 
.· Mar.21128, ~pr~4 .· .. 7:30 P.M~ S.OlllerV'ille . 

Clarence N. Delgad~ 
. Daniel 'W• Summers 

Feb.7,14;2i~ Apr.4 7:00 P.M. ' >Flwngton •.. ··. 
~.2,9,16 .·· .. . . .. ·· . · 8 tQO PeM.:; . . .. Belvidere. .· 
Mar.2.3,30, · Apr.6 7:00 P.M. . Newton 

· Alfred J. Greene, Jr.. Feb. 7~~_,21• Apr.12 
.. Thomas J. McGann > Feb.281 Ma~.? ,J.4 . 

8 :oo P .M. :Morristown •· · 
8tOO P..M. .Elizabeth 

Merle St, Amour 
Roberti s •. Johnston 

_=t .. 

. Mar.21,28;, Apr.4 8 !00 P.M. . Ora.t1ge . 

· Feb.8'~15,22;, Mar.22 : 8:00 P.M. 
Feb.281 ~,7,J.4, 8:00 P.M. 

. Mar.21;28., Apr.4 " 10:00 A.M. 

· '. Mount Holly . ·•· 
: Patersonr · 
·. ·Jersey City .. ··• 
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(-2) Rutgers: In-Service Training Course . 

·•··. The Rutgers Bureau .. of Government Research and, the thdirersitt $:ltt811$:I.OD . 
C . Division. ofter .. arm~l~•· :r~een week. course tor· as~ess;~ .·. of.£icials, heid· .. 

at various locations tm-oughout • .the state.. ·.Tbs coµr.se~• .!1'8 c~lle<i Pnncipleei • 
- -

. . ot .M1lllicipal Assessing -I and II., Trained •ssessQts i~t~t accordi.rlg to a ·•. 

. syilabus. developed f'ltom. ten years.·. experience with the courses. · •· 
. . . ··. ' : . . '. . . . .. . . 

In 1961 both courses'were extendedtwoweekei to:g:L,:e special attentioQ 

· to· Chapter S'l.: · 
:. ' . . . . : . . 

.. tn Rutgers Cc:>nfer~ce 

The Rutgers Bureau of Goveriunent Re~earch. and tbe.1Jniver~;ttr Extension 

Division also sponsor an aQnual fiye day conferenc,e_fcn'assessiilg nt'fici~ls 

or{~&, New Brtinswick campus. Intensive i:nstnt~tion is offered at three 

·.·· - J.evels · of competence b1. a . faculty.· ot ~perienced a~sessors, a~:sis,tf3d by 

other tax officials · ~nd gue~t ·spe~kef~. The program normally ;t'oe~es on ... 

tax law, real _property appl'~i$ai techn,i.Que and assessing procedure. 

The 1960 conference program shiited emphasis~ to prepare: assess~rs to ·· 

· comply with Cl-µlpter $11 which had· b~~n. signed. int(? ... law ··t)y Governor. Mayner . 
. . • . . . . . .· .. ·.·... . - I . . . •. . . . . ··• ·. 
only- five days before· the conference. began. · Approxima~ely hal,t o:t the. · · 

·adtancedprogram·was·•.devoted to assessment: ot personal•property.· 
•' • • • • --• • 0 / • I 

.The emphasis on Chapter 51 was ha~e been continued in the l96i 
. conference. But .,m elabor2!te]¥ prep~ed program, s~hedllle.d tor June 19· • · . 
to 2.3 

C?'ash measures' were taken to shift the program 't() . fit a nfu,, emergenqr--:b,lple• 

. mentation ~f. Chapter 9~ laws 0£·•1961~ the- ~niOJ'. c~tizen .exemption. Never~ . 

theless, ittention was· given to'. Chapter 51 i~ .. several ·~essions; .. · . 
. . . . . . .· .: . . . . . 

_. (4) LeaS}!e of Munic•iEalities Conference .. . _ _ 
. Attention was focused on C~~r 51 at/tb$.Ne1f- Je!'sey I,eague .pt-·· 

·Municipalities· ~=ual conter~n~e:, l}eld Ngv~be:t J$-l8• 1960 _.in Atlaritic .... · . 

City• A$semb~n i1mer Mat~heffe, :~- author of tt,e bill.1 revi~d Chapter Sl 
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at· one or the general sessions .of the conference. William Kingsley, acting . 

Director of Tax~tion reported on the pro~e11s of the Advisory Commit~ee on · 
\_ . . . . - -_ . . -: . . . ,. . . . . . ' ' . . ' ' . . . . 

Assessment Practice. A pan19l discussion· followed the two speecl>,es. These 

discussions were reported in theLeague Magazine, New Jersey Municipalities 

(Janua.cy 1961). 

At the same conference,, before a session .of the Association of Municipal 
' : _i 

Assessors of New Jersey, Senators Grossi and Dumont and As$em'blyinan Matthews.· 

presented IIOur Views of Chapter 5111, Division of Taxation personnel. partici-

pated in a panel discussion of the legal aspects and administration of 
· Chapter 51. 

During the consulting period .on general municipal topics, Div;ision 

personnel acted as consultap.ts on Chapter 51. 

(5) .Public Presentation••by Division. of Taxatibn 
. . , - -

Besides participat:lnl in orientation sessions for assessors, personnel 

of the Division of Taxatiot1 and.··membars of Advisory- Committee made :71 pre-

sE3ntations of' Chapter 51 material to various business, pl'ofessional and. ·. 

public groups throughout .the twent,y-one counties. Notable among these 
. . . - . . . . 

m~etings was the s~ries of ten large meetings in key locatiom arranged. · 

by the New. Jersey Manufacturers Association. 
• , • ' ., ' ., ',' ·- > 





-,, ,· . "'• ·.. .: .. 

Sponsor . . Numberc.of Meetin§S ... 

. ·. Association of·A~set11sofs 
ox-. municipal. officials. 26 

N: J. Manufact-urers Association 

Chambers of Cmnmerce 
... . 

Business. o; Pro~essionai A~~·ocia.tion · 

Service· .. Clubs 

· Rutgers Municipal Orientation Co~erenQe · ·· 

Womens Republican Cl'llb 

Public Meetings 

·10 

13 

9 

6 

.l 
l .. .. . . 

.71 
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(6l Press Releases,, I. 

In ad~tion ~o releases., given to ·presf3, representatives by the Division 

ot Taxation, the: Local Property Tax <Bureau prepared ,five model press releases 
·: _:. .··.· .. ·.·:.' i ·_;•, .-·:-. ,. · ... ·· . ' . / · .... , ' . • · ·· · . . 

to.be g;tvenby assessors to.their local papers. Theserel¢ases .treated 

major aspects· of Chapt~ 51 and ~~e:· designed' to promote .taxpayer .compliance. ·. 

Blank spaces in the releasespermitt~d asses~ors to localize theJ11. Local. 

use of the.releases is illustra~ed,W the following article from the ;Ap:t>il 6, 

. l-961 issue. of a Glouc~st~r . Qounty newspape~ • :Ct is .similar to . articles.·_ 

that appeared.tbre>ughoutthe·state. 

•· ASSESSOR EXPLAIN$ • PERSONAL PROPERTY .· 
. . TAJC RlJIE:FOR: 162. . . . 

11B.orotigb Assessor, ~rr:tll :13·, :Boal~.,· annol#lced that .· .. ·. -
.Chapter.51., laws ·of 1960'establishes an acco'llJlting basis for.the 
assessment of personal property ·,used in busit1ess., In general.,, 
personal property used: in. business will be reported on the same . -

. basis employed for fede?"a1 income tax purposes •. 

. The information filed by ·l)µsinessmen. ::on the new PPT-1 •. 
form., "Return. of Tangible. I>ers<>nal Property Used in Business u ·.· 

.· will provide the assessor with qata -which will constitute the · 
basis for the · 1962 assessmen~. • · ·· ·· · 

.·· Under· the true:va.lue .sta~dard,<Boals JJtat~d,·no ~ingle .• ;·.·• .. 
.. method was used to determine t~e ·value· of personal property for 

local tax purpose$, Chapter 51., Laws of 1960 is a step in .· 
· the right direction .toward the ·. attainment . of better assesSlllent 
.· practices in the .assessment .ot tangible .personal property used 
in business. · · ·· · · 

The tw6;..page PPT~l return f~ in many r~spects.,requirefi <> . 
·information. similar to that oalled .for · ori · ta.:icpayers I Federal· 

···_ Income Tax Return.· Taxpayers are cautioned· to read caretulJ.i .:. 
the interpretations and instruction13 Which appear OI>. the return 
form a~d ac,companying instr11cti9ns. . .. -; •· · · 

The law- provides for a p-e~alty ~£ $2 per day fot" -late, 
filing plus additional penalties for retµrns fileci mQi'e. than. 
3 months after the due date, or for i'ili,ng willf:ully false. 
or fraudulent. returns. However., no penalties .or inte,:-est 
charges _ tor late filing will be imp9sed with respect to any . .. . . ; .. 
return file<iin the assessor!s office Ori or before June JS, 1961 •. 

. .. · .. ·. i~turns niu~t be' fi'.ted with 0 .th~{ assess:br. of eacbmuilicipality .. · 
· in wl:lich ~able personal properly used f# bl,lsiness is located · 
. even thougll the owner m.ay res:ia.eof_l'lajfe headquart~rs .elsewhere,, ·. r 
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_ ~ai as~essors ar~ in the proce;s -o·:t: niailirig the re- . 

turnfanns and instructions.to all knownb'usinesses•intheir 
~nicipalitie_s. Failure tc:i receive ·tpese .torms.t. however,. -· 
does not· relieve a taxpayer from the responsibility of · · · 
filing. The return forms fotnd ir,.-11 . 

The following article taken frorii t~ Asbury :Park ~ess; isEme of_ March 3~ .. · 

:1961,, is an example ot' an arti91e· ,ba~ed. on a release fr~ the Divisi.on of' . -.. . . . ..· . - - ' 

-.- Taxation. 
: . : . . 

-. _ STATE FIRMS oRAlml) G~cE FOR. RETURNs: , .. ·_ 
- Press Statei Hou~e B'Ul'eau · -

- ·TRENTON_--

· ... _. - "State T$X Di~t,~or1 :wtlµ_tm1 Kin,gs~- announced-today. that 
• all. New· Jersey firms will be 'gi~en a 4S~day grace period for the 
. filing .of tax .. returns covertng.'tangible busines_a ·persona1 pro... perty •. ·._ · · · · · · · - · ·· · · · 

ae· said._the deadline for fiJ]Jl~-- ~uch feturns has been ex-· . 
tended fx'.om May l to June 15 and that no interest or .penalties will -
be charged if returns 8.1'8 filed or1 or before June· 1;. · · · · 

. -_ The 45-day grace period was: provided:t'or in regulations 
filed today ·which set up ·tl:ie grqund t;l:lleS far implementation 
of the new local propertyta:x; assessment law~ 

. . . 

. : . fhe new :Law, a.dopte(J last ·~ar,>. goes . into eff'ect with the 
19~2 tax Yesx.'• . . .·. . . ·-• . . . . -

. . ; . : . '.. -... ;• . ·. ~: :·: .. 

· . List Provis.ioris 

< In general, {t ;rovides £ox-~ . _ _. _ _ .. _ . 
. _- - 1. · Establishment · or county.;wide assessment rati()s by the 

respective county tax boards. . - · . . . . _ _ - -- · _ _ 
-2. Establisbrilent of a.t1: ac~ounting basis £or1 the assessment / •. · 

.of personal property used inbµsinesse: ·• · ·_-. · · - _- ·_ -· .. · · -
- . 3. Establishment of a 1tcOllllll<>ll•1eve1iJ as the basis for 

assesmnent of tangible business:-personalty. . . . _-_.-· .- · -
. · 4.. Assessment of real prc,pe;r;-ty at full market value.; busiri~ss 
. machinery and equipment_ at net pook. ya1ue; and assessment of · · ·:. tarm machinery, farm inventories_ and business inventories at _ . 

one-.fourlh the levei ot real .property., · .. --- - - .-•·• _-_. : _ : · -·•· · · -· . s •. Elimination of th$ tax on household prope:rtY at the ·c:,p~i~Jl . 
of the governing body of ·each municipality._ · · .. · ·.. . ... _ • . - _ .. · -

.. . . • 6~ Eliinina.tj.on •ot. J1ous.elio:Ld property. evaluations tar the 
apportionment ot county gove~ costs.; · .. __ -.. · ' . -. .. . - -

, •· -._ 7 · The equalizaiiion:of personal property asses•nts among -
tE!Xing districts tor .the app~ionment · c,f the . cfounty tax burden.• . - . . - - .... 1-:. .. · - . . . ' ' . . . -
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· · ( 7} Fublications 

B~ginni.ng in Ja~ ., i960 a total 29 irticles ,· coverlling ap. -· 

.•• aspects: o:r'Chapter' 51 ahci its implement§tion., appeared in the 0tocal Property . 
' ' . . . . . . - - . . . . . . 

· Tax Bureau ~~1'7S1i a'monthl:y newsletter mailed •to as~essors, collllty -tax - ,' 

•bocirdmembers, mayors arid.;mupic:i.pal cierks •. 'An example from the Febrnar.1, 

. . _· 1961 J;ssue t ol1ows: 

,· ' 

. ·.~ )--:.:- . 

REC~NT DEVE~OPM:ENTS IM mLEMEw.rioo ' • ', 
-•· CHAPTER 51.; LAWS 0F\'1960 _- _ 
. . Orientation Courses . 

_ n.s~11rked'by:t,he.· realizati.9n t~t new 0djl.ties ami ~eadlines 
are ~nent, assessors and ~ounty 1;a:i board comm:issioners and 
seeretiµ-ies are setting attendance r·ecords _ at the . three-sessio~ 

· orientation courses. fe>r CJ:iapter ·51, 1'a,ws of 1960 •. Each session 
consists of ·a thorough di.scussion of' .'the regulations, as .~well as 
. a:_ general,. . question ,and_ answer period.· · · · 

.. , .·, -::/. ··· .. ---~;> ·'.· 
_ , _•· As\ of t.his wrj:tirig/the-:'sessions have:,been completed in ·. . 

. fourteen counties and are, a1i present being conduot'ed ill Camden, 
-Eeisex.,. G.loucester~· Hudson,, Monm<:>.'llth., Some~$et, and Sussex Counties. 

· : • ---Percentage)Levels •·•Established 
.· , · ·, by 9~rity Bo~cls · 

_·, . _ . ·. Regulation J..6:12~1.1$0 iinplemetlting Chapter $1{ Laws of 1960, . 
requires the count:y board 9f ·taxati'c)n'.;to establis_h the pex-cent.a.ge ·--•· 
~vel ·of taxable value of\~eal prope:rty on or before Ap~:i.11., 1961 

. to be effective for .the :tax year 1962. .·. . · .. ,, _·-. . .. ·_ , . · 

··. · .-· ____ -.-•·- R~gulation 16: 12-1. 170 specifi~s that percentage levels so ---
established tis~ll remain in full force and effe~t for a period. 
of not ;t.~s.s than threei_ yea~s and until_ altered.u. · · 

Regulation J.6:,{2~1;180 provi&s · that when a cOllnty return 
·forms-have been issued in quantities sufficient to furnish eaQh 
_ taxpayer with a copy. Tlie tax.pay;er is cautioned to read the' 
. instructions . carefull:y before filling in the return •.. ·. ·. 

. . . . . . . . .;· ' . . . . - : .. . 

_ Upon receipt of'. the completed return':f'orms., the assessor· -- -.. 
should . stamp the date thereon, and_ assi.gn a separate cocfu n'Uillber ·_ 0 -
for each ·tax• return .• · Date stamps can be procured at. a. nominal·_ cost •. 

-· ,- - . . . - ·. . '·•,-.; , -;· . ·. . . . ·. '·. .·.. . 

Assessors are S:ga:ln ;reminded of the \ract that t},'.ley 'Sho'1ld 
stamp 9r otherwi,s~ imprint their Ii.airJ,e . and address in the space . 
provided for on the _return foril4 · Wl;lere a:mechanical.'.method is _ 
not eJtIPloyed; it fs '1:1uggeEJted 'tha:t the assessor pro¢ure a rubber 
stamp for such -purp'ose. . · . - . 
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·. ' Forms for Tax List, anli bµiiilcate 
. 1tThe !Ol'Jll of the tax list ~11d duplicate will be' substantially 

·· changed by reason pf '.the enactment of Cllapter ;:i,, · Laws ot 1960. · 
. Those dis:tricts·which. do not elect to·repeal the tax. on.house.-· 
hold.pf;3rsonalty will al.so·,be required to prep~e·· .. a .. separ~te .. 
household personal property tax list an~ duplicate /on a sep~ate •· 
and. newq prfllcribed form. · · · · · · 
' '.· ··•·• An a.sses$ors 1 cmmrd.tt~e bas stu<lied all aspects ot tl)e ' 

problems relating to the development of these new forms and . 
has subniitted its recommendatiops to the Director, Division of 
Taxation. •. The objective of" the,committee has, been to devise 
s-qitable forms :for use in' all eounties •, An.· important consider.;. . , ·· 
ation. has beeti the qµestiofr of the adaptability of such forms , 
. to existing mechanical· printing·• and recording devices. 

' " ' ' ( ·,. :, ' ' ' ' .... ' ' ' ' ' .· ' ,, ·.~ ' 

, Development and publication of these .forms will be made .· 
at the .. earliest possible date. . 

.·. P11blic R.elatioris : 
•·) •• • .,:_ • • • ." J • •c ~• • • • • • • • • • 

.. . For the immediate future, all those enga.ge.:i :i.n assesement · 
· administration will uii.doubtedly be faced·.·with questions as ·to . 
specific interpretations of the regulations I t~ . meaning and , 
effect of new :percentage ].evels, the option. to eliminate the 
assessment on househoI~ personalty, arid,the new ret'lll'n. form. 

It is important,that all aspects of.the new law be~-
plained to .prospective taxpayers a.nd their representatives.!', .• 

Several thousand cop:i,es of Chapt~r 51 in booklet form ~~re printed · .. 

a~ distrib~ted to ,assessor.a and comity tax board members by tne Local 

'Property Tax 'Bureau. ' ', The • b<>Qldets ', served as a permanen,t reference .· s~ce · . 

. fc,r the assessors . and as , fL text in the orientation courses• 

Numerous bulletins and·memoraridaw~re:Illimeogr~phE:ld and~~tributed 

.. to assessors aver the 16 month ~implementation period" to keep them 

abreast of developments J' to serve as instruc1iional 'aids in the' orientation ' 

. classes, and. to assist·in.administration of·the law •. 

'Severai thousand copies ·of the Itules .and. Regulations ,were mimeographed .. · 
,, ' . ·.. .. ,··... ' ' \ ·.. ·'. ' ', ,' ' ' 

and printed for distributic,n to assessors and taxpayer& •... 
' . . . -· ·. . . .·· . . . 

.·· A series 9f five codif;~d memor.anda, labEl~ed ,L.P.T.B. Me,morandUm JOO .· 
·'· to 104, in.terpr~titlg the la\t and ·relating it to· other tax laws, ~as-prepared · · 





J 

. ·: . . '· : .. '· . ' . . .. •'· . : .. - .:.: '·.)._:; .- :.,:_ - ... ; :,:.-: :-. ·-:-·- -· . ~.. . . . .- -~. : .. ::· - - •-' . -.·.-. ' .. ,,,,.. : .. 
·· ferso~l Prbperty Ta?Cl)ayer~ B.et~ Forms., . .instructi,ons a:11,di le'!;t~rs 

•· .to '"'.t~ Wffl pri~1 .'Ind f~~d :°: ,iSsess~ £<it:}:ai !!$~\ \ 
, " .!l,:. to:tiows;:/;:: ,, · .. 

. . .•. •· PPT--r-lorm. ::< 1.,3$0.,000 •· 
. . ·., :, 

· ··• I~structions · . u6o;bo6 
, ,' ·.Lettettci•· taxpa.~ , ·;()0.,000 

-. .. -._ . ,: . .. ·· . ,.. '., .. ·:- .,· .... ·. - ... .':::--..,- ,::... ' ... · ... -· ·. -·- ·-_- '. · ........ _.,: . '.,· 

. A .reco~d:.was k~pt of' qµest~~!is (t~k:ec;l.: ~It all. meeti,ngef of: a:ssessprs i: · 

·~nd t#?ay~ft ·i·· total·~or·•·746fqµ~~~~o11s w~~-:·~ecor<iecf .. 90 by\thet' : · 
.· asseSS()I'S arid:'65 by, ille taxpayers. / ,' 

'Questions were c~iTed.' a~ miineci~S:phed .f'or study :by:. iristruct.Qrs and , , 

th~ field staff. of Loc~l ~opett"y .TaxJ3ur(3au. $tandard . answ~s were ' 
. . . . .. . . . - ' . ' . - , . - : ·::· ·. •;.\ ... • . -' . . . . . . .- . . . ·.. . ... ' . : . . 

, de~~loped.: :Questions' whicih.co~ld no~: ·be .. answered''at: the sessio~ :Yl~te::_· . 
, studied :ror tlle purpos.e C>f p;epij-;Lng_1;ans~ts to be given .·at' sul:)seque~t ._, ' 

$eflsion. · 
. To: .f'acf¥tc1t.e analysi_s: ~:t-~he · qu'.ee~iori; 26 c~~e~6t•i~s:·of", questio;is<> .• . 

W'ere estabUshed as shown in Table 3--2 •. · Among :aas(3ssoi-s 30% of• the' questions 
. . ' . .. . . . . . . . :. . ·~ ... · . .- .. '· . - . . . '' . - . . . . . ·. . . . . . . . . . . . 

, , ciealt ~th t~~- p~so11.9-l pr~~r-ty ;~{#-.. :-~ form - its con,}'ent, e~~cut~on 1:>1>_:' 
i, 

,' tllE3 taxpayei-;.· i;lnd proce~si):~tr;by. the ~SS(3SEJOr. ' The fact that ~ssessors .: 

', : q-q.estiot>,s ·showed:· no other ·. ~l~clr· toeus ,:;.r ;<{oµ~ern. may be •attr:tbuiao1~ iii . ~- . 

part ·to the :thoroughness of the- ori~ritatiori courses an~ :to ·the ; consta~t: ;. 

·.st:t-eani:c;,£:··inforniation' asaes~ors hacfI'eceive4·•in t~ 'year preceding the 
· , 6rtentation. QC>urse. :•·, 

: Taxpayets we~e also concei'Il~d witi:ftlie' rJturn. forin arid +5% ot :t~#' 
·. , , ,"•, , .. , , , '.·• , , , .·• , ' :' · .. , . •,,,, ,', , , , ,...-\·· .. :· ,· .·: .. , ., , 

questions ·c~ntered ·011, iibis;:.subject~ i; l;lut,; they showed even; greatE3r i:nterest . · 
~iii:. dei~~~ o1f£erencZ'.:~et~~~n. t~b~,:;;~d ~· iriventorie~~; / rgaxJ~~rs·• .. 
·.quest·i~~ r~ealed intense.·inte:r.~s·t'irt-oth~i{ area.s,• indicated-below in 6rder ·•· 





Taxable vs •. exempt inventories 
Fteturn forms · .•· .. · . .. · , ... · 
Depreciable Property; ... · Definitiop. .•··.··. 
and 1:axSta.tus .· ·. 
Equity., feasibility of Cha.pter·>.51 

.Depreciation methods 
Averaging·inventories 
Qonsi~ned property · 

.Analysis of.Questions 
-. ."' . . . . '. ". •, -, . 

Tax forms, instructions, .·.1o~istics. •~ • •••• • • • • • •• .. . 
Inventory, defini ~ion." ., ;. ........... • • • • •• • ... u .. •• .... • 
Average inventories, •. methodBe pro~edure ............ ••••.•• 

4 .. Iriventory, .taxable v .. exempt ............... 11_. ........... . 
· 5 • . Exempt inii-entories, defirif tion. •·• ...... u .. e. • .• • • • .... • 
· 6. Farm property ............. •• •• u ... • • .............. •• ........ . 
7. Valuation~-standards ... & methods besides· ... depreciation. · 
8. Depreciation, methods and adjustment, 0 ............... 0. 

.. 9. ·DeJ>reciable.· propertf, definition ...................... u•• 
··. 10 ... Depreciable property, taxaln1leiv. exempt .......... <,.••••••• 

11. Co:nmJ.on. levelue .. ••• • • • • ...... • • ... • • • ...... • ·• •• ·• • • .. • .. • .. • • • • • 
12 .. Percentage level••••••• .... .. •• .... ••._. ........ _. ......... . 
13. Schedule F, property held but not owned ..... • e. •• •• .. .. 
14 .. Schedule Di cost of ·.goods soldiu.•••.-i• .. •••~~ .... • ..... . 
1,5 .. Revaluat.ion. • ... • • .. eo .. .............. , , .. ._ ... ., • • • • • • ............... • • . 
16, Tarigible. personal property.,. definiti:on9 e.,. .. • .. • • •• _.. 0 
17. Per9ona.l property not used in businesEJ, ·· definition ••. 
18 •. Household property., definition •• •••••• ...... •••• .. • ....... 
19., Household P•P• & pers .. effects v. p.p.>not used in. 

. . . .. .. - . .•.. . business •• • 
20. ijeal v. personal.property, .... , ..... .,.1,.••••11•••• ........ , •• 
21 .. Real property, taxable v. exempt•~••••e••••e-••••••• 
22. Personal exemptions., e .. g. 1eterans ....................... · .2J. Tax rate .................................. an• .. ;•.•u••• .. ••••.e 

. 24. Asses5or$1 problems.un .......... •••••••--••••u'•• .. •· .. • 
25. Publicity ......................... ,.•••••·•••·•• o •oe••~•••••o 
26. Chapter 51, Equity., Propriety, Feasibility, etc-••• .,. 

1 
7 · .. 4 
7 
5 
0 
2 
.3 
l 
5 ·o 
l 
0 
0 

0 
12 
6 
0 

1.5 
·3 
0 

61 
6~8 

The ~quity c1nd f~a.sibility., type of questHm arose at 'every meeting 

.and usuatiy.·was phrased with Strqng ;t'eelirig.. '.Che taJq>ayef 11viewed.with 

. alarm'' the new tax that threatened to driye busirieser.out. of' town OI' industry . 

·· out of the state. · Care .was >ta~n at. eac.h meeting ·t.opoint qut that.· Chapter 
,. . ,: . i:.. :· ·, ·.;, __ . ; .:· . -

· create a new/tax but. EliinI>lY pti:t a.n old tax on.·· a ,niore ~sines a- .. 



·. , l 

-_, 't 

_;,.-,.,,.. 
C 7 .!., ~,.' 



.. ~a~·· 
. . as$8:::f tbe eti~t-y

0 
~)~a•i~fy ~ype /~ <ltlesttOll i/ .. 

often _came fronyr:ural as.se~sorfflfho ,were Itlpst ·· con~erne~ .with the ef'.f~c~ . 

. :': ()f t.he tax Oti farmers". an<f whQ as~d :thefu mo;e in p~i;ate than in pub~:!#-; 
:fu~etin~s. · · 

. In both group~·., assessors and ,taxpay~rs; least concern ~as .. ejtpres~ed > 
. . 

.fqr· Chapter ·511 s ef!e9t on hou~~hold/pers~na.l propetty •. · It iei iritere~ting . . . . ' .· . . ; - .·. . ' - . . - . . . . . 

· ... :e:rfe~t):>f Chspter:·;1,-:~n:'e:ieempt;Lonsl ':the ve1:.eian)e1eempt'.ion · in- p·~i~~a?;11 . 

. · .. -.-. ·.- The ,couilty ·ratio•~rQV:i.sio~s •or Chap~er sf tendecf to r~duce~ the v~lile of•· .. -

. ·:t,he veteran· exemption .signil'icatitlyJ ithis<tact Urtdoubtedly -lia(a sitrong ·. 

, irifl~ence on the3 ·choice: of ra~i~ in most,tiounties. In all ~ef3t.i~s- o~ , 
• • • • .• • • /. • • ••• • • • • • • " " " ._. • " • C 

-assess~s .ce>nvenecft<> consider the clloice'.of a· county -~a.tjo (meet~p.gs llll-·· 
< related t9 ,t}ie,p~r ;1 -orientation . COl]rS~S ), ra:1:.ionale. pres·~nt~ci in ·suppo~r .. · .· .. · .,·· .. 

. ' . 

. . · ,t bt ·~ particular ratio. w:a.§ predicjateq, most frequently upon the effect of · 
·.· .··. . . . ·,. ' ' . . .. - . - . . - .. - . -. 

'· :· __ : 

· · .•. ··.·the:ratio Ol'i the·. veteran exein?tion.>·-•iven\~0,.the ···qu~stion s~µoxrr_:~()~~J, ·. 

i~ asses;so; meettng~,, ancLit was ll<>:t/.ta;ts~i at .all in. t~a~r groups/ 

Few q,i~stions··:aros~ ~oncerning c~untyratios~ .Taxp~yers· sh~ed ~orde 
·.. ·.•. .·. - - •, ... ·. . . . . . . -, . - .. 

. : eoilcem, the_ '.as~essor1, very little •. '. The.'ef:t'ect of' Chapter 5i on revaluat.i~: 
;\' .•• ·: • :·-, • . ' \. " '• • • ·• • I ' • • • • 

. :•;ijyoke&,rew.;quest.i9ns~•·· Assess6:rs···shbwe&sQiil~ corie$rn ~er.th~ amount.··o:t: .... ·· · 
....•.•.. P~bliiity:~;:illg .... g~v~n:~Q 'Oliapte~··:~; •... ·Taxpayer~ .·~how~a··uicqncern .• in. this < ...... . 
. . . - . . 

.·.matter.•.·.· 
• • - .·: . • .·· !' 

g. Hciusehold -Per~ona1 J>roperty . 

. · Ilousehold personal pr'operty and.personal effects -has long been rec,og ... ; 

td,zea a~: the ·weakest part of <the N~W Jersey loca'.l· property' tax structtil.'e •.. 

· . Qhaptei 51,L.by p~rmitting mun~eipa.1tties 'lip exempt such prOl)~rty by. or~nanee ' .· 

'.1$s. a :cpmpro#4s~', ~t~i :pe~sist.e~t r~~qmmend$.t:i.
0
ori~ for ··~ .. st~t~~wide ··• e~mpt:i.on. ··· 

·;r_·· . . 

: where : local Ol'cli.nance . di~ not ~emp'.fr it .,Jthl~ .c~s~ . ~f proper,ty' 14$8 to(Jje . 
:· .... 

. taxed ap~· tron( tbe g~n~rai property :taJC •. •· Chap:ter 51 ilµ-tber prov,idecf. 
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that hous$hold personal property_ tUE3s be classifiedi a:J. t•np.sceUanJous11 : 

revenues I tg be anticipated tor loca~ ,budge~ purpose.if along with bank ' .. 

stock· tax.,. dog license, ~nd other ~ll rev~nue.ei~ • . 13ec,S:U$e it is t~ea>. · 
· ....•• se~~ri~ely. from the gener~ property tax., the>,valua\iolltf of tangib:Le : 

,. ,hoosehold. personal p~~erty SJld personal ,effe·c~s:-~ nQt }to b~ -incl~cled •_ .... 

1n the·;computatio~s~ £or the:app()J"tioµment ·0£ couriti ~o~ts· of gover?llrlent~ · .. . - . . --- . . . . ' .. - . - . . . . . . ; .. . .·· .. , ..... 

Rather;; hous'enold p~rsona1·· property~·· is reporl:ed ;by 'the a~sessoi-~··on 

a t:1epax-ate. t;a llst ~nd d~licate. ;a.s. ,4:4~.3~16:, l-Thl.<:h granted ; $100 · .. ··· 
. . . ' ,· . . . . . . . . ' 

exemption on' household goods, has beerf repealed, starting with;t~ 'tax ye{lr .·.· .. · 

- po~ed, : 324 municipalities had · adopt~d ordinances ex~pting household . 
. . . : . . . 

·personal "property and personal effects. 

· .. Cpntinued interest in etempt¥1g household personal. property artd p~san.¢ 
. . ·- .. . . . . . .. . ' .: . .- . ) . 

~ffectsi is shown by th.a. fact that add.:i:liiom;;J. mutiicipai:tties }lave. p~seq · ... 
•• '••.. • > I •. " - - "•'. -• • •. • • , • •• • 

. exemption 9r.dinanees since May 4th. : As shown~ in ·Table 3-3, municipalit~~s 
. - . ·. ·. .' . . ·.. :- .. - ... : . - . . ·. . .- '. 

. . .. ' which h~ve -adopted Sttch ordinances are distributed. . thrOJ1ghout. :the ·.st.ate :iJl 
. · ~ach ol the 21 coun~ies~ 
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. 'M~cipalities h~ving exemptedH.ouseholci·J?er$Onal Property•. 

as ·.· of peptember l,, 1961. · . · .. · . · ··.·•• ·. ·•·.· · · ... · · .. · 

No,. of· .. 
No~ of. Municipalities 

. · COUNTY·. Municipalities Exempting · % of all. 
··. in each Horiseliold Municipalities 
· ·· County .. Pe,r(ronal:ty ·· in Count~ 

Atlantic . · 23. 2.1 • 91.;3 · .. % 

Burline:ton · I.LO.·· lb · 40"'0 

Gloucester . 21.J. 9 .. 37 o5 

Hunterdon 26 2 · 7,, 7 . · .· 
Mercer 13 . 6 li.6.2 · 
Middlesex 25. 17. · · ··: ·()B.o· 

st.ate 'l'ota.1 .,07 , ·. 3~LJ. 57~l ! 

I 

: I ·. . . . 

H. Facilities and Personnel ...... ----. 
It is no ·accident that this, discussion of facilities and personnel ·_ .· . . . - . . . . . . . ·: . . . - . . . . 

.•. I 

. conies late· in the cataioging of activit:i.E3s 'associatecl with the implenient~tion 
. . . -· .. _ ·, - . - . . :· . . -. ' , - . ·.. . 

of Chapter 51 •. · Pz;f:3ssm-e .. to more promptly.in many directions at on-0e.mad.e it 

necessary to use only the experienc~d personnel of the>office· of the 

. .Director of Taxation and the Local Property Tax Bureau:... Th~re, was no time. 
. ' . . . . - .·· . . . . . . . 

'to trai~ ~ew personnel a.~d develop new r~cilities duririg the early stagas ' 
. . .. 

·. of the 11:unplementation 'p~riod. 11 
' ' 

. . But there W~s one aErnect. of the implementation process iri which new . 

facilit,ies and personnel 'was lndisp~nsable. Eit,ensive prep~rations had to ' 
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be made for administering Chapter 51 on a continuing basis. Although it 

had been estimated that between 3001 000 and 350.,000 personal property tax 

returns would be filed annually, there was no assurance that this was an 

accurate estimate. Local tax rolls showed almost 160,000 separate business 

personal property assessments (line items) distributed among the 21 counties, 

as shown in Table 3-4. The difference between this riumber of asses~ments 

and the estimated number of potential returns suggested that Chapter 51 
would involve many taxpayers who had not paid personal property taxes under 

the present law and who would therefore regard Chapter 51 as a new tax. As 

a result; it was necessary that Chapter 51, though a mere revision of an 

old tax, be administered ·as if it were entirely new. A new section was 
L 

established within the Local Property Tax Bureau. Its chief functions were 

the review and ima.1.ysis of duplicate personal property tax returns filed 

with the Division of Taxation, the maintainence of correspondence with 

tax officials and taxpayers s_eeking information and instructions, and the 

distribution of regulations, tax forms and related materials. The Personal 

Property Tax Section employed 16 people as follows: 

3 Clerk Typists 
3 Clerks 
4 Clerk Stenographers 4 Auditors -
2 Correspondents 

The total cost charged to the new section up to the time Chapter .51 
was postponed was $38,139, distributed as follows:. 

Rental of office space 
Purchase of equipment 
Rental of equipment 
Salaries 
Instructors1 salaries 

·Supplies, paper 
Printing· 
Vehicle rent 
Overtime to print shop 
Overtime supper money, print shop. 

I 
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After the postponement of Chapter 51, this section was reduced to a 

skeleton force of three auditors and· two senior clerks.. Preparations £or 

the new effective date must include rebuilding the staff and reappraising 

the facilities required-to meet the Division's responsibilities under the 

act .. -

.r 

··-...._, 

.............. , 

Number_ of Business Personal Property Assessments 
In.1960 - By County 

.(lTJENTIC (,C:.UNTY .5:.,105 

BERGEN COUNTY 17,077 

BURLINGTON. COUNTY s.,059 
CAIDEN 71ll8 

CAPE MAY 4,526 
CUMBERLAND 2,599 

ESSEX 28.,253 

GLOUCESTER J.,621 

-- ------ -HUDSON 16,940 

HUNTERDON 2.,033 

MERCER 8.,917 

MIDDIBSEX- 9.,4o5 

MONMOUTH 7.,2l~ 

MORRIS 6.,116 
r 

3.,528 OCEAN 

PASSAIC 10.,639 

SALEM 2,897 

SOMERSET 2.,515 

SUSSEX 1.,800 

UNION 11.,,5jl 

WARREN 2,429 
. 159.,342 

Source: number of line items on local assessment rolls 

~, 
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NOTHING REPORTED FR.OM THE MUNICIPALITIES 

LISTED UNDER THE FOLLCJWING COUNTIES: 

CAMDEN COUNTY 

Audubon 

MONMOUTH COUNTY 

Avon-by-the-Sea Borough 
Marlboro Twp. 
Matawan Borough 
Rumson Borough 

OCEAN COUNTY 

Island Beach Borough · 

WARREN COUNTY 

J. · Postponemen,t 

Harmony 
Independence 
Liberty 
Oxford 
Pahaquarry 

u 

Chapter 51 had the misfortune to reach its hour of administrative 

implementation during an election year. Although it had been painstakingly 

developed over a long p;riod as a solution to the "personal property tax 

problem," and had even been adopted by substantial majorities in both 

houses of the Legislature, it lacked the strength to stand g].one against 
. . 

the_ adverse public reaction which any new tax program must overcomeo The 

long range view of its survival,in 1961 was obscured by the glitter of votes 

to be had by panning ito Detecting a need for time to allow taxpayers to 

gain an underr~tanding of the law, the legislature voted. 
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.. ,. . •·' ·. . . . . '•· ·. . . .· .. . -

.· Having studied; the "pe~sonal p~opeI'ty ·tJ probie~" tor appr~ima1;~ly .· 

one ·generation· andthe sp~cifi~•proyis:ions bon,t,cdned in Chapter :51 ;for 'al-
. . .·,.. ·-·· ., . '··, . : ·:, . '.:· . . . . 

most 4 years the $tate £otind .that in6re study.is required.' be.for~:th~ iaws 
. . . - . .. .. ., ~· ·... .. . . . .. . ' . . . : . .. . .. .. . . . ,. . . . . ' 

. can t>e'come practic~d to p~stpone the,:eff'~ctive date' of Chaptel' si ·ior ·a· . 
. year .••.. The biil_wa~ signed :into law'.by Governor Meyn.er on·May 4, • 1961: 

. (Chapter r1, · Laws of 1961). · ·• 

· Postpo~ement" Ill~anith~t business taxpayers w.111 · not be. requirecl 'to tiie, . 
. . · with lo~al asse·ssors. this year, the personal prop_erty tu forms ;hich have . ·· 

. a,ttracied. so much. ad,yers~ 'cri:t:Lc:i.sm •..•. In the meantirile · pe;sonal property · 

c,ontinues to be tax~bl~ at its full, <value as ft always has been. Such 

property is sub;je~t ,to assessment. ··.by -l~~al • assessors at :i.ts true ,ralue~ 

~~st experienc~ s~ggests that soni,~>of it will be assessed and some ~f it >· 

will note '!'her~ will be little utliforniitY among taxpayerse I.t is 
. . . . . .. - " . . : . . . . . . 

possible that. some taxpayers will find postponement a costly blessing • 

. This: became. increas;ngly '.• apparent . as' Chapter 17 seemed ~o. lose•· SOill~ ·. of its.•·, . 

. momentum as it moved;:thr~ugh the teg:t~tur~. · After passing, .th.e Senate 
. . . ' . '-.•: .· . '· .. , . ·,.' . . .. , ' . .· · ... -

· .. ea:sily., it"passed the Assembly w:tth a ~jority or· one vote • 

. ••· Th~ announc~d purpose of postponepient is to provide .tim,e £or'; taxpayers 

· ~tudy and·unq.er~tandin~. Tax forms· which had been ~ent out.by local.:•· 
. . . . . - . . . : 

~ssessors have .•been variously descti"bed· as ~omplicated and wor'se •. Andounced 
.. . . . . ... ,. ".'. . . "' . . . . : '. - . . . - . . ' . . . . . . 

intentions to develop sho~t f?rms £~ ':Sillall taxpayers and special re11~rt;irig 

·methods-for' farmers . did riot·. qu.!,et el10\1.gh··· $ea.rs. to· avoid postpon~ent· •. , 

. Pj.ny. tax i'orm seems .. complicated to a 1taxpayer who has never filed before 
. . .. ..,.·.·· . .. . . . . . . ' 

and any tax seems oppr~sslve to a ;"taxpayer who ha.s been accustomed to 

.payit1g little or :no' ~ax~ 

... ·It 'is .P0SS1-~l~ ~}hatpostpon6lller>,t' l1µ.11·. ~nable taxpaY.ers and local 

assess~rs tC>. become !'~id.liar lrTith the ~ew requirement; and with their: .. ·•. : 
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resuit w:ill b(3 . the· kind of· rel~tion whiQl{·goes with a, ;epr$eve to ;be . 
·- - , • ·. . " , . • , • • , • . •• · ·• . . •. . • :. . ·. .• .• :, . . a • =. 

fo11owed..1JSr-~(new.1;~11nd .of 'suririse~·•oile,y~ar·.t'rqm .. now,when\4e. w~oie;,-•· 
·. rec·ord.mus~ be pla.ye~ throUgh agaµi~ Perhaps a-fiw changes i.ti th~: scof~ . · 

· 7!in pe ma<ie~ but< 'the• gene~al tm1e' will be, the · same., Sympathetic audi~nce . 
. ,,__· . . 

participatiqn, will' be mos"lr imp~ob~bi~ •. ··<· 
·· There i~ not Illtich t§\6,Ef gained by a; detaiiecl ·review, of the·• acrimo~, .· . 

... ,._.. .. . " . . - . . . ,• . ·- . - . . . . . . .. '\ ., . . .• . -., ' 

. leading tc>' the postponetne:n1i . o:r·chcipter .5le -•• The story of/this poslponeill.~nt 

is illustrated by .the f ollg~~ng :~C~!J)tS ';;bm ·the/m~ny vh~~ef of:• n~wspaper 

· debatgs · 9f.~he da¥t ,· 
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w :fax fr -

,·"•/'.~;· t ·/. _.,.~,. 

ATLANTIC CI'l'Y (AP) -r: Ne~ 
,Jersey's personal pr9perty· · tax 
n e e d s simplification; . says the 
State's Society of Cerlifi1ic1 Public 
Accountants. · · · 
· Of' !OD CPA's . queried at ihe 
group'_s convention, 65 sale! the tax 
reporting_ from, which is scheduled 
to tak_e effect . next year', •ls-, toe 
compllcated, 36 said the entirp new 
l~w should be repcal(;?c!, and .. onl . 
ei~]?.t ~allec! J)le {onn s~~L5f~-~tor~;., 

I 

(,.)1 

·1··•·> Somervillc~lf animals co6ict . 
1;eacl New J~rsey's newest. tall'. 
forrh for iarmers, cows immedi, 
ately < w6uld .. start pr()ducing · 
si.nfr milk, . qhe9Ii would shecl 
their. ,vool in clusters to the 
,wind, a11d chickens woµld · go 011 
a sitdown strike, 

And who cou.ld blame thein7 • 
-after all, it woulcl be a tern-· 
ble shock for a11y self-respecting 
f.itm animal to discover. sudden-
ly it .had lost \ts livh1g identit?" 
undee 'the cold, tec::hnical c::lass1-
fication of "Deprccial)le Pr9P: 
(;)~'t//' ; . . ' 

f1\·'1;,:v· .. :.t.••·,;•··.•····ve~·;:}".;~~7,,R.r ,,,,, ,+ 
IN.•.: .. >.> ~,,,. ~;.. 'l·i·l··.·.·;.o·v·ti_·c·.·fa~ib'~ . . , ,' .. , .. ·E, i' . .· .•'. ro th!!.,,' ( it?r;, . l ,, . .,: i . .. ' 
.. · Sir-.-.We haye•cjust. i:eceived 'copief 
of I the riewrrersortali pr,operty'. :_ta~_; 
forms for each of otir three branches• 

. in 1 Ne:Jark, Paterso1i. ·and J,mey Citf. 
}! I·. cannot understand • how · anyone 
U~ould ano\Voµr Trenton law,nakexs to' . 

pass such arr idiotic law: Every bush I 

:'.i:1es.~111Ml' ~hpiiJd I w.~ke .. up·. and . :go . to .• 
;:w:iirir.'•agµihst· the wifrst ·ll1ip~ phat,,ha~ · .. '. 

1 happenec,l to business. in thi~/~.t.~te,, . 
i: 1'his law.sticrnldibriM • ..• · · · 
(jidn ·"' .tr · .... 
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' . Flemlpgtoi{/. A}dtiJalattllcl,' .. 
i on t!1e requirements•. qf tl1e .new' 
: tax return fo(.tangi);>l.e J1ersc;>11al 

:: :property. \tsecl .• i11, busin~sf an.cf . 
.• 111 !farmmg. ·was: leveHed,1t,hl$ 
•·weel(by,E.R,N:'Dougl~ss ang 
' Franic C. Dalrymple, j'Qrganiza, 
' tjon ~epublicah'1 cal'lclidates Jot: 

SM& Senatel',arid Ass¢mbly: . 
:.nomiha;tionid /C:-i•;), ;/'}/ ,./·: 

, De~laring that :prepiiration of 
the. tax information reqµireq 9y. · 
the . ,.form ', ''threatens the ' eco• 

. ,nomfo stri1qturerof mrnter~im' 
CouritYi'' -tµe;,ca11diditfes, urgecl 
. an 11,dditipna]. postponerr\ent pf 
,.the.~11clline'for;.filiI1gJhe :re: 
\turn. to permtt :''it~> bro.iclri:t 
:· vision and '1>!mplificaUorV',.;, ;·; .>. Spea~ing,.')}t,forEira\~~theri\}~ 

'· J?epul)hcal1s >lasb.' ptght, ,111 ·-c,., .. ,,f!'o;wnshlp •'!iri .,,, the . 
. .. ,.,;i.1irs)Ito)Jert 

·-,,,,,1,J~al~'I 
,,;;,.;\,t 
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iC .. of C. Js J)eluged 
BY Queries on ew. 
Staftrai Foiili ·• . •, . ' ' ' ···. : . -~. . '·; ; . . . \ 

~:~;f::;n;l~a=~n!tttt~l; ·. 
: TRENTON; April 4. (AP).--A State Cbatnber of Qo111~ 
merce spokes,nan said Tues:tJay his .offfo~ bas lle¢11 1lesi¢g«:l4 
by questions abqtit a rieW State fa~ forµ1 for •bµsin~sstnen ang'. .·:· 
'farmers. ·., . · · · · . •·· . · ' , · . ·· ·.• · · · .·· · .·· · · · •·• ·• · •.·.. ·. :· 
: A.lbei·t $; Ackeil, :e~ec4tive·,Vit;~ p,;¢sictenJ; $aj4 JiwJPrin1 ,' '. 

''frightens' peqple Wh¢n tli~Y ffrsfsee, it; .bµt it's rt.otreallY,.a~ ··• .. 
formidable if theY, just sit '•"· '· · ._.,,, . . ... 
dO.\V.P 8.llcl.-'stuJly it.'' ' 

·opposed to~,... . 
··)i~~>dfax Pla11· ... · ,· · .. · .. ·~. ~~;4; '.f~~.:4t ', 

SUM1\ill1~'l'he Cbilin)Ol1' Colincil ' ~- .·. ···.,· 
last night am101.mct,'<} Us. oppQsl, ' 
tion. to a Senate bill postponing~ 
the- implementation of the . new 
uhifor1n county assestitept.law. tin-
til 1963.. . . . . 
· The council voted' its op1iosition · 

to the postponement bill "iri the 
light ofthe emergency action of 
the Lcgisililure and the absence. 
of hearings to determine the sen-
timent of all Of the' municipalitiCs 
of the. state arid the· public,' -lt « 
asked Gov,. lv.(cyner to vefo the . 
bill. · .. . . . . . 

111 a resolution, tile council ~aitl 
the city "has -el):pende much tim~ •. · 
effort and money 1ici · cakulafo'tM .. 
new taxable value ·titi-Cal Pl;Qp- , 
erty, to change over the records .· .. ·• to as~css .• business property/•~. 
Senc)te Bill 175, passed ·by • the. 
Seri<1te on Apt;il 24 and the Asiem~. 
bly >on Monday, wou)d defer• the••. 
applicable·«#te of the.Jaw' reqµtf.' 
ing thi~ .frmn. 1962 to· 19~3. . .· .. 

Under the assessment Ja;,v, 
county, iax IJoards set untfcirin 

' ratios IJf asscss¢d' to trii.c value :in 
the n'nmidpaiitics. •.· !Jriioil Qourity 

. had·. sctit rati9' of 4P. pe~• cent, "lf~ .·· 
IecOye in ioa2: .· Smrirnii's · 1wcsent ·. 
ratio is 30 per cent; · · · 

·•. . ,,·. •' ·,. 

< ,;FROl\t THJf WAY petiple ajre . 
yel!irig, You•J' thirik ' tbaf. it. wit~ 
a riew ta'!'. bein,g irnposed/'- a 
spokesni~ll for tax qjvi11jOn says'. ' 

· .. · ·, '"Actµiilty: ttiis l~ t'he\s;une ~Id.' 
·· · · .fax <ih btiExiness eqtiipment; Qffi~~ 

fhrniture:: .and in\ientorie$ that, we '', 
ha~~ h~d from tii'ile i~lTI(.1!ll~i'.fai; ' 
. "'fhe Qi1ly diffei-ence i,s tliatthp .. 
law is JioiiBy ~eP1g enforcer{, with ' 
1:ecorcjs ret1un-cit to prqv1qe · J~ 
pi:Qper h.,1se fo1; husiiiesi:i taxation .. · 
, . '.·Mai1y . of the people who . are· 
:~dling the biu(lost have boen ~et: 
itilig ;i:wiiy v,itl] litllf taxes:. ,Now · . iie have a law . which .. ,vill catch. 

,~~~tl~~:f . 
least 4QO,OOO will 'li11ve ·, to fill out · 

. fcirrn( cPiifoare(~ fo1• iixa:1p)'.Jle With . 
only ~5)lOQ ;1.t:fectecl.py.tbe .state's.· 

_,-•:(c')nnn~~1 ga~~ l~,: s·o~~niii.~T. 

~!JJ.!9,,;Y£Tu} 
:Tax Reform.· 
, ... · /:,"7'':"/..-d; / .. • ··.·. 
Legislature to S(udy· 
New Pr~Y. Levy l 
TRENTON; Apr. :ir~ts'.it 

. too late to postpone N<:!\V Jersey's 
: new .property tax. reform law for 
i(yeaf? ' ·. ••· '' ' ''' 

The New· Jersey Iegislatt1re will 
face that . question .wtien . it· meets 

·· liirriorrbw, ;> . : ·. ·••· ' .. ·. ··.-• ' 
,' .·• ,: ·irhe sen.ale • has .already pas$~ 
. a . bill to po~tpo,ne start of the 

reform, until 1968, ; It also passed 
another. bm .that . w1>illd ease the . state into 'the new itvsteltl iii three · 

:~11t;!:J:r;~, bi s~ll·bu~inesf: ,, 
· trien prQp:1pted the- delaY, Jlli>ve, . · 
qhv; .R.i)her.t B. lv.teyner say~, . 
'ther ; cQmpfaiil thaf a persi!n.al 
prop~r\y'la~ :f Prltl they -must fill 
out is too complicated. · · · .. 
· 'Buf the State. League cif Munic~ 
palities contends . it would . do' 
more harm than good to postpone' the law· now. Counties have al- I 
ready· adopted new as.sessment 
ratios, · some municipaHUes have 

i repeale!l , houseltold · ~oods taxes; 
:. arid admiriistrative . :machinery 
· has beeii chili1ged,. for Uie new 

. · ···• system; the league said ina letter 
.fo legislators, . . . .· . . , 
• ·· · The. league said the new law is 

. ,a, · 'step . toward eliminating tl1e 
lc~aos, qf the pre~ent. t,ax se!up. 
·And it. actd,ed. thf!t· a delay. raises. 

. 1.ttiethreat ofcfotti't ordel's to malte 
8$sessme·nts at 100 percent. lt . -w~s this threat that prQ:tnPtAA the reforµilaws. ' ' ' '' ' '' 

· ,, · · Ask~ Simr,!ification 
• ·•· A,ssembly Speaker Le· ):'toy J. 
D' Aloia D-Essex~ said. he doesn'.t 
'think it' is necessary ', to postpoi1.e 
' the ' entire la\V, The ' legislature 
should sµ11pljfy the tax, form, he 
said; .·. . ·.. . · •. . . _ . · 
. The State Tax Ilivisioit h/:ls beei1 · 

. · · .• tryfng to . :Simplify the form. and . 
. has g\ven b\lsinessnien ' an extra 
; fuorith>an'd a ·lta.lf to file the re-. 

. · • ....• t~{ftt~at:a~t-~ple~ ~: tM. ·. pie- ·.· .. · 
ture ii. that the assemply. and senate •.. prpponenti.'· of. delay a~·e 

. pot Jn step with. ea.ch oth_er. '!'he 
senate passed two delay . ~ills. 

. . 'The iissembly has one comb1ne(l 
< ;biil. Si-ncii :the·· m~asui;-es · dift~i-. 

U1ei~--jiaisage bY, both l10uses 
: Winil4 1iot Ctllld the ('\elny. 

. ·. iVf~yY1~r l1as been cooltp_the . 
• ·.• ~l?11 an4 'ijis iignat~1r~, ii:; requireq · 

· ; before· the p<\slponement. •. would. io foto ~{iec£ · · · ·. 
.f 
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Grtt)ssii .. Feels . 
Pem'so11 10! Titnt I., ' '1 • ,\ . . ',' :, > 

IDelav Sur·e 
Asserting that the taxation tra-

ditions of .a cent.ury. cannot rea~ 
sonably be vpset ovet11lght, Sen: . 
Anthony J. Grossi Jast night pre. 
dicted legislative ,victory for his 

· bill to defer the tax equalization 
program, of which the hated per-
sonal t;ix form. is a .part, ···••·· ' · 

His measure, introduced somii 
six weeks ago. Se11ate • Bill' 106, 

· would defer effective date of the 
equalization program 011e ye11r to 
Jan 1 1963 to· give the State 
Divisio'n of 'l';ixation · time to 
study the problem and sirhplify 
or modify all Jihases of the pro-
gram. In addfti011, the bill calls 
for , the impact. to be spread 
equally over three years. . . . · 

Grossi, in his first appearance · 
since returning from a .•FI.orl<ia 
respite, ·. addressed •the •. Passaic 
County Democratic Club· and. 
noted that lils bill has bipar- · 
tisan support since the conf1.1sing 
personal tax forms ~ppeared. · ' .. · . ' ·.. .Bm End?l'Sed ' ' ,. » ·The c;lub,, on· motion of. Sur-
rogate-Carroll J. Stal'k; seconded 
bY ' Alderman ; Sam N~wman, 
u111.1nimous1y adopted a resolutio11 
supporting the bill l\nd .· calling 
upon .all · c.itiz.ens to transmit 
their views to legislators. 

"It is 'a. •·matter of record;" 
silicl Grossi, . "that when Jpre-
sented mY bill I• .predicted t!iat · 
the equalization program woµld 
create confusion by too rapid ape 
plication, I regret that the con-
fosio11 I predicted has developed 
'into utter chaos, . . . · · · · 

''When I presented the )?ill, 
· Sen. Wayne Dumont Jr., prin-
cipal sponsor of the equ11lizat1on 
measute; said he would 11ot, 
under any circumstances,· sup-
port -any measure· Whicli. would 
delay effective d~e. of the pro~ 
gram which includes · the·· per-
sonal tax form. · 

"However," Grossi asserted; 
"that \Vas before .the public saw 
the pepon.al tax fopns, Now, 
I note with great interest, t4at 
he finds merit in my proposal. 

"I also note that Sen .. Walter 
H. Jones majority leader, plans 
to do• something about sim-
plification of the program. I . 
hold that this bl,11artisari support 
is important an~J welcome and 
that it spells victory for t4e 
measure. 
· Welcomes Su11port · .·1 

"All 10 Dcmocr1Jtie senators .1 
· favor the hill ·an.cl l am gratificci 1 
: that my friends on the. other· side l 

of the Senate aisle are hearing • 
t the voice of the people," ' 

c _______________ ___ 

' State Senate yesterday 
passed a bill that would postpo11e 
the effe~ts of the state's historic 
new property tax refonn lawi; llll· 
ti! the 1963 t!lR year. · 

The senate voted 19-0 for a bill . 
by Seri. Anthony J. Gt(}ssi, (D~ 
Passaic), which would gi~e muni- .. 
· cipalities another year to get ready .· 
for the. laws, 

It passed· a companion measure 
. by a IH vote which wpuld give 

local assessors three years · to · 
bring their tax tolls · up , to .snuff, 
Originally iii! portions• otthe re-
form law were to fake effect with 
the 1Q62 tax year. 

' ,Some portions of . law· had al7 
.• ready taken effect., AprW was 
. the deadline for cou11ti\lS to ~dopt 
.. percentages of trl!e value to µse 
. as the basis for property tax as~ 

sessmen:ts. . . 
There was disagreement .about 

what happens to the i·e$olutions 
adopt.d by the co4nties, Grossi 
said they · would jµst. t~ke effect 
next AprH 1. But Sen. Wayne 
Dumont Jr., (R-Wage11), chief 
sponsor of the . origin a] legislation, 
said the counties would have to · 
rescincj the resolutions, 

. . . Passage of the bill was the chief 
i:!cUon ·. in . uhe. legislature's first 
session after ·a mo11th's recess for 
the gµbernatorial ' primary elec-
tions.· · 
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Chapter 51 was the subjecj; of a new Switz Case cha1J.enging:virtually. 

every feature of the law. Originally filed in the .Monmouth County District 

Court on January 6, 1961, this case was decided on June 26. The 

constitutionality of· all o~· Chapter: !)1-":;s .features except two was µpheld .. 

The two features jUQ.ged incmmpat.ible Tfith the Constitution were those ~e-

lating to the asses•ament. of ag:r:ir.mlti!W'al acr.eage and to :f'arm maoh:Lilery and 

tam Uve·at;oc:kt11 The, de:cision, handed down by Judge Knight, reads as, follows: 

DETERJYITNED AND ADJUDGED: 

1. The sentence contained in R .. s. 54:4-1 reading as follows: 

n1HHt-In the assessment of acreage which is activiely devoted 
to agricultural use, such value "Shall not be deemed to include 
prospective value for subdivisions or non-agricultural use.~" 

be, and the same is hereby declared to be invalid and contrary to law 
and is hereby excised from Chapter 51 of the Laws of 1960.~ 

2\J That the provisions of R.s. 54:4-11 of said Chapter under which the 
taxable value of farm machinery and farm livestock shall be fixed at . 
perqentage levels of fair value different and lower than those applic-
able to the 'fixing of taxable values for machinery and equipment used • 
in business be, and the same are hereby declared to be arbitrary, 
invalid arid contrary to law and are hereby excised from said statute;. 
and such taxable value of such farm machinery and farm livestock 
shall be fixed at the same level provided in said Chapter for fixing 
the taxable value of machinery and equipment used in business. 

J. The provisions of said Chapter herein excised are separable and 
severable .from the remaining provisions of said Chapter and such 
remaining provisions of said Chapter and such remaining provisions 
of said. Chapter are valid in all respects .• 

4. Except to the extent above . provided, the plaintifft s motion for 
summary judgrn'?nt is denied and the defendantst motion for entry of 
judgment upholding the constitutionality of said statute, is granted, 
all without costs in favor of either party as against the other. 

Immediately following this decision in .the District Courts, appeals 

were filed in the Superior Court~(2 ) 

. . . -

(1) 69 NoJ• Super 27 (Law Division 1961) 
(2) Superior Court of New Jersey -Appellate Division~ Docket #A893~6o 
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