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ADVISORY COMMITTEE ON A_SSESSNENT_ PRACTI’CES
| June 2)4,- 1960.

S’oate Treasurer John A, Kervick today announced the membershlp of ‘
‘the Advisory Committee on Assessment Prac‘b:.ces formed by Kervick follow-‘
ing enactment of Assembly B:Lll Noe 198--1:he County Ratio Assessment
.v Act.- The Commlttee, which: W:l.ll hold its first meeting at the State
House on June 28th, Wlll be composed of represen'batlves of local and
_county tax offices s industry and the accountlng and legal profess:.ons.-v ‘
It will consult with State tax officials in the preﬁarafion of the new .
procedlmes s regulations and foi‘ms mede' necesgary by the enectment of _
'A-198 and will study the impact of the new legislation from the stand=

point of sound administre.tion‘ and equitable' tax ‘resul"os_-._» ’
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It takes more than a tax 1aw to make a tax program. .Chapter‘YSl be=-

came law on June 15th, 1960 and reqm.red flllng of the first taxpayer
- returns on Way 1st, 1961. These first tax returns covered the "book vaiues"'
of personal property used in business on January 1, 1960 as the bas:l.s for
property taxes payable in 1962. | .

: A The new 1eglslat10n, therefore, prov:n.ded 11 months for adm:.n:.stratlve
~activities precedlng rece:l_pt of the flrst returns. -These- activities were
»1ntended to set rules and re_gul_atlons s provide returri forxus and instructiohs
for taxpayer_use ,v ,distribute the forms to»taxpayers s and prepare aSSes.so,rs |
' ai_id .other.’adrninistrative ‘personnel to receive and process the new returns.
The overalivproblems‘ requiriné immediate soiution fell :'mto five major‘
categoriesz . | | | |

1. Formulat:.on of rules and regulat:l.ons to :melement
Chapter 5l.

2, Development and dlstr:.butlon of a taxpayer return form,
’ together with instructions for reporting the book value
of Tangible Personal Property Used in Business.

" 3. Establlshmen‘b of an educatlonai program for county tax
. board members, local assessors, and other persons -
assoc:Lated with local assessment adnnm.stratlon. -

e 'Creatlon of a general public relations program to eXe
C pla:m the intent and features of the law,

Se Orgam.zat:.on and stafflng of .a Personal Property Tax
~ Section within the Local Property Tax Bureau (Division
- of Taxation) to handle inquiries and process the dupli-
“cate returns requ:.red by lage : :

A, Advisory Committee on Assessment Pract:v.ces

Imnedlately upon the Governor!s aporoval of Chapter 51 on June 15th,
1960 the State Treasurer app01nted an Advisory Conmn.ttee on. Assessment
Practlces. In add:.tlon to representatlves of the State D:.v:.s:.on of

Taxatlon, the Assoca.at:r.on of Munic:.pal Assessors ’ and the Assoc:.atlon of
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County Tax Board Commissioners and Secretaries s this L5 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 of Public Accountants, New Jersey
Society of Certified szblic Accountants, New Jersey Farm Bureau and the
New Jersey State League of Municipalities, Representatives of the various
organizations were selected by the organizations themselves at the in~
vitation of the State Treasurer,

The Committee also included six individuals appointed by the State
Treasurer in recognition of their knowledge and experience in New Jersey
property tax matters, This group included Aaron K. Neeld, former State
Ireasurer and Director of Taxation; E. Rowland Major, former State
Supervisor of the Local Property Tax Bureau; Thomas F. Carlin, Secretary
of the State Division of 'Tax Appeals; Theodore I, Botter, Deputy Attorney
Generals Ernest C. Reock, Jr., Director, (Rutgers University) Bureau of
Research and Leo Rosenblum of Jersey City;,’“" attorney for the New Jersey
Agsociation of Municipal Assessors,

The purpose of this Committee was stated in the introductory remarks
of 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 Meyner 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
that we are not going to change any of them here today.

This is nobt a legislative hearing where alternative provisions
may be discussed or new proposals developed. We can save

time and accomplish our purpose by avoiding . digressions
into the realm of Ywhat might hawe beeng!
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' EBach of us here today has a special interest in making the
 new law work equitably and with a minimum of administrative -
- friction or cost. To this end, I propose that our discussion -
~ be limited to administrative requirements for implementing
. Assembly Bill 198 (Chapter 51, Laws of 1960) and resist
_temptation to appraise its contents in any other terms. -
~ There is plenty in the new law to occupy our full attentlon
gm.thm this pract:.cal restrlction. o : S

Th:.s large Adv:_sory Comm:n.ttee was supplemented by s0 many "volunteers"‘ L

a 'hhat a’ctendance at every meetmg far exceeded the Comnittee's membersh:l.p.

Supplied m:bh the 1atest 1nformat10n about the rules, regulatlons and re=

- lturn forms being. prepared by the Div:.sion of Taxat:.on, the Committee met

" in four all-day sessions to cons:.der in deta:l.l each aspect of Chapter 51'3 o

g 7 admim.strat:.ve requ:rements and procedures. The meetings s for whlch mem«-

bers undertook extens:.ve preparatlon, »were marked by a mde diversn.ty of S

2

| 'VieWSo v ai | |
| Hiéhlight'e of '*'bhe{Advis_ory ’Com_rﬁtteej"aactiviﬁies: are sumarized =~

June 16 1960 - :- ’f,State Treasurer John Ao Kerv1ck announced plans for
 formation of Adv:.sory Committee on assessment prace

tices to consult with state officials in the prepara=

" tion of new procedures, regulations and forms made
 mecessary by enactment of Assembly B:.ll No. 198
a (Chapter 51, L. 1960) .

 June 2h‘,~‘,19'60'”- . ‘State Treasurer anmnounced the membersh:.p of the .
: : .~ Advisory Comittee and set its flI‘S'b meet:.ng for S
June 281:11. ‘

- June 28, 1960 - " First mee’omg. Rev1ewed Chapter 51 and four major
R ' - elements of its implementation: (1) tax calendar; -
(2) rules, s regulations, and 1nterpretatlons 3
(3) personal property taxpayer return form, and
(L) educatlonal programs. B , _

Avgust 3, 1960 - TFirst outllne of Rules and Regulat:.ons man.led to-

E members. together with memoranda and other materialsg
relative to location and identification of taxable
personal property used in busmess and method of

; depreciation, ‘ : v : S
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'bAug‘ust_ 18, l960'v-"-v_

el

Second meeting, (1) Procedure established for dise

.. tribution of taxpayer return forms through County

Boards of Taxation local assessors; (2) Distinctions
between real and personal property, and among catee

. ‘gories of personal property explaineds (3) Developed
~ ~basis for interpreting "districtewide adjustment -
~.of ‘real property taxable valuations® in questions

_of mak:mg an exception to the "common level" proe

" vision (Sec. 8)s (L) Extended discussion of methods

'Septemter 27; 1960' -

October 6, 1960 =

of depreciation and possible regulations; (5) Dis-
cussed other problems, such as base year of property
valuations, railroad property revaluation, mechanical
data process:mg and bn.ll:mg facilitiess

Draft of Rules and Regulat:u.ons s model mun:n.cipal -
ordinance exempt:mg ‘household personal property, :
and other materials mailed to members, .

Third meeting. (1) Reviewed tentative rules and'

‘regulations in detail; (2) Discussed different views

 on requirements of the new law concerning depreciation

November 30, 1960 =

December 7, 1960 =

and considered possible regulations; (3) Form and
content of possible uniform local property tax bills
discussed from standpoint of practical implementa-
tiony (L) Received subcommittee report on tax forms
and mechanical operat:n.ons. : v

Tentatlve business personal property tax form (PPT-l),v

‘amended definition of real property, regulations re=

lating to depreciation together with sample schedules
for their application and methods for determining
average 1nventory valuat:n.ons ma:n.led to: Comm.ttee
members. -

-~ Fourth meet:mg. Var::.ous nethods of depreciation

and opposing views concerning appropriate regulation .
thoroughly reviewed, Other discussion included the

tax treatment of business inventories and miscellaneous
questions concerning the tentative taxpayer return -

form for tang:.ble personal property used in business‘
(PPT-l). . B -

S & is é.pparent from even so casual a cataloging' of its activit.ies

that the Advisory Committee was an actlve center of discussion and review

of the preparat:.ons necessary to implement Chapter 51, Although the :

’ Gozmn:.ttee was most concerned W:Lth regulat:.ons and taxpayer returns :unple-

ment:.ng "book value“

assessments of tang:l.ble personal property used in

Sbusmess, 1ts _advn,ce was sought in al:!_._ ~aspec_ts ‘of the new leglslatlon.
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Tt is s:.gmflcant that Conm.ttee members helped the D:Lv:.s:.on of Taxation E
vpersormel and 1oca1 tax off:.c:Lals explaln the prograrn to taxpayer croups B
| af‘ber the Commt’cee's formal work had been completed. In th:.s reSpect 7
 the Adv:.sory Com:.ttee was an. outstandlng example of a coopsra'l:a.ve effort{“
v 'by taxpayers and ’c.a.x off:Lc:Lals to make a new tax measure work in the best :

| pos s:.ble manner.

B Cooperating Comrm.ttee of County Board Gomss:.oners and Secre'bames

E In edd:.tion to the Adv:.sory Comru.ttee on Assessmen'b Prac'b:.ces and
Laws, the D:.v:.s:.on of Taxa'b:ron turned to the New Jersey Aesoc:.at:.on of

' County Tax Board Commss:u.oners and Secretar:l.es for professional counsel. S

- .This flfteen year old organ:n.zatlon had 1n 1952, established a Cooperat- -

ing Comru.t’oee as an adv:Lsory group to ass1st :Ln es‘babhsh:.ng a Local Property
Property Tax Bureau w:.thln the Divis:.on of Ta::catn.on. Afterwards s 'bhe

| Cooperatmg Comml‘c,tee begen to hold monthly meetlrgs wrth the D:ireotor

| of Taxata.on and the Local Property Te.x Bureau ’c.o review leg:.slat:.on, cour't

| dec:.s:.ons s and other matters concernlng local property tax adm:.nlstrat:u.on.

The Committee was mfluent:.al in develop:.ng ‘ohe Rutgers program for .

© 2SSeS50rS == both t.he 1n-serv10e ’ora:ming oourses and 'bhe annual conference. .

It was responsible for the success of a series of introductory oourses

. for assessors in the use of the Real Property Appra:.sal Manual. And :Lt

. played a proma.nent role in develop:l.ng the current equallzat:.on program. ;‘:: .

- Besides continuing to adv:.se the D:Lrec‘bor of Taxatlon, the Cozmn:l.’c.tee o
B has undertaken the monthly publlcatlon of "The Coopera’oing Gomittee e
Report. " Th:Ls report, con‘calnlng detalled accounts of monthly d:.souss:.onszf LR
mth the D:Lrector end personnel of the Local Property Ta.x Bureau, is an
lunportant source of ourrent proper'by ‘bax 1n£ormat10n for eounty ta:x boards'

-vthroughout the state; Co
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| Assermbly Bill 198 came under study by the Cooperating CoMttee :
inmediately after its introduction in Januafy, 1960, The Gor_nmittee
participated in legislative ,discﬁssions of the bill and later in the
deliberations of the Treasurerts Advisory Committee on Implementation
of Chapter 5l. Thé' extensive consideration give_ﬁ by the Cooperating
Committee to Asserbly Bill 198 both before and after its enactment as
Chapter 51 can tbe seen in the fol.loﬁing list of specif:ié subjects covered
in its meetings: | .
 January 28, 1960 County variable ra.tioné
o Effect on veteran exemptions
u *outility tex
n " debt limits

n ‘W equalization process
n " personal property

no " farm land
" " state school aid
| February 25, 1960 - 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

March 2L, 1960 Amendment of date for establishment
- of county ratio, other amendments and
companion legislation

- April 28, 1960 | Personalty used in business, common
' ~ level concept, household personalty,
- administrative burden on assessors

March 26,A 1960 - Equalization of persomal property, effect
on state school aid, abandomment of
household personalty

June 23, 1960 . Review of A-198 as finally adopted on
: June 15, 1960, constitutionality, - .
participation in Treasurer's Advisory
Committee, distribution of law to all

assessors: :

September 29, 1960 Review of Director's rules and regula-
: tions :






 October 27, 1960 Ghon.ce of county rat:Los, abandonment _
o S ~ of household personalty, depre01atlon
©of bus:.ness personalty return forms

. January ‘.26,-"1961‘ i County rat::.os s amendnent of rules and
g L  regulations, orlenta‘a:.on classess for
: aseessors o »
: February.'23:,,-]1961"]: | 'Tra:n.lers and Hioton: veh:wles, return Y

* form for personal property, distri- -
butlon of forms to taxpayers :

March 23‘,' 1961 Progress of orientation classes, return
SRR R form, amendment of rules and regula-

tions, review of tax list forms, as-
sessors! questions

May h,” 1961 o o Postponement ‘of Chapter 51, contlnued
A RS T abandonment of ‘household personalty

In adtlltn.on to 1ts Cooperatlng Comm:Lttee‘s moathly dlscussmns and s
reports on A-198 the annual meetlng of the Assoc:.atlon of County Tax

{
198 to a thorough review, '

~ Board Corrm1s31oners and Secretar:\.es in May, 1961 sub;jected Assenibly B:Lll

The Cooperat:.ng Comm:n_ttee took the lead 1n orgal1lzing an educat10na1
‘ program for assessors in each of the twentv—one New Jersey countles. .
‘Throughout the “1mplementat10n perlod" for Chapter 51 (June 15, 1960 -
May h, 1961) B the Cooperatlng Comm.ttee ‘and the county tax board nembers
'and secretarles they represented met Wlth 1ocal assessors, County tax
‘ ',boards also served as dlS tr:l.butlon centers through wh:n.ch more than one
m:Lll:Lon pereonal property tax return forms and :Lnstruct:.ons Were g:wen ;’
"ﬂto assessors and taxpayerso From the Cooperat:.ng Coxmnlttee had oome the
1eadersh1p needed to prepare county tax boards for thelr new respons:.-_' N

. b:Ll:Lt:Les under Chapter 51.







NEW JERSEY ASSOCIATION oF COUNTY TAX ' BOARD comﬁssroums AND
sﬁﬁﬁms B |

o Gooﬁerating ‘Conmait’tee ‘Membershixj he

' Cooperatn.ng Cormn:n.ttee.

' Fred C. McCoy, Secreﬁary, Morr:.s Coun’oy Board o:f.' Taxat:.on, President v B

Freder:.ck Ge* Sundhe:.m, Secretary, Warren Cou.n'by Board, Vice-Pres:Lden’c.-

'.Ralph No Bull, member of Sussex Gounty Board, Seoretary-Treasurer

Abraham Bahoosh:.an, member of MOI'I‘J.S County Board ‘

Laurence Berardelll s Jr., Cape Masr Gounty Board
' _John A. Borden, Pre31den'b Camden Coun'by Board

Francis A. Byrne, member of Essex County Board e
Will:l.am Je Hard::.ng, Pres:n.dent of M:delesex Coun‘oy Board '
Je Chester Holman, Secretary, Ocean County Board |
Robert B. erphy, Secretary, Bergen County Board

Anthony Je Panaro, Secre‘cary, "Iercer County Board

Carl i, Ruhlmann, membey of Hudson County Board

Ravmond Wheeler, Tax Gollector s Haddonfleld s representn.ng New Jersey
Association of Collectors and Recelvers : ’ o :

Russel- T. W:Llson, Assessor, Englewood, represent:.ng New Jersey

.Assoc:La’o:.on of Mun:.c:.pal Assessors

At each monthly meetlng, two county tax boards not represen'bed

:|.n the Assoca.at:.on's Executlve Com::.ttee are 1nv1ted to jo:Ln ’ohe
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5 tO be developed by the D:Lrec’cor of Taxat:.on appear as follows. | e

Rules ard Re gulatlons

(1) Bas:.s for rules and reo‘ulatlons

\ .

By dlrec’o rei‘erence and by :mference, the Leglslature mede the

: D:.reotor of Taxatlon reSpons:.ble for promulga‘b:mg and enforclng rules v e
";'and regulatlons 0 ’c.ransform th:.s "1eg181at1ve blueprint" :m‘bo a 1oca1

property tax structure capable oi' umform appl:l.cat:\.on throughout the State.

: Spec:.f:.o references :Ln Chapter 51 to measures s rules and regxﬂ.atlons

Ascertalmng real or personal property

S Section 9 (5h h-2.31). NThe dlrector shall make, pro-
- mulgate and enforce uniform rules and regulatlons for
‘ascertaining whether property is. real or personal and
~ for identifying and determlmng the several personal
R ,proper’oy classiflcatlons. R :

o 'Sectlon lO (Sh h—lz). . ,..each person ownlng personal p'r ;
-~ ertyused in bmlmss.w.smll prepare and file...a rebturn.

“such form and contaiming such information. 'i.as the Bireo’tor o:f.‘
the D:Lvis:.on of Taxatlon shall prescr:.be. o

Net book value of tanglble personal property used :m busine ss 'f"_‘

rSectlon 5 (5)4 h-2.29). ...,the D:Lrector oi‘ t.he Dl‘VlS.lon
- -of Taxation may prormlgate tniform- rules and reguletlons ,
- for the determination and reporting of costs, deprec:.auz.on, -
‘and net book value of such property as he may find necessary
to provide for f.'a:s.r and equal assessmen’os, and such rules o
- and regulations may include provisions for averaging in a
~ group or composite accounts. in the case of a taxpayer holdu o
~ ing items of like property in more than 1 taxing dlS'l‘:I‘lC'B, W
- where it is determined by the Director that it is dme =~
o vpraotlcable to report with respec'b to each item separately,'
- and provided that 80 long as any deprec:.able 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 otherwise prov:l.ded 1n sa1d um.form
rules and, regulat:.ons.“, REERNE ¥ RSSTI

_ Ta:xpayer re’c.m:*n i‘om for tang:.ble personal property used in bus:.ness Do
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' Valuat:.on of busmess 1nventor1es

Sect:.on 6 (SLL h-2.30). . ...the D:Lrector of ‘the DlVlSlOIl o
of Taxation may: promulgate uniform rules and regulations fﬂr.", )
the fair, s equ:l.table and praot:i.cal valuatlon of 1nventor1es.“f >

- Common 1eve1 of assessmen'b

: .Sectn.on 8 (5h h-ll)o “.for the ‘purpose of th:s sect:.on ,
‘Mcommon level! shall mean the unweighted average ratio of
‘assessed to true value of real property in the: tamng digm - -

- _trict determined by the Director of the Division of’ ‘I‘axat:.on‘ :
. as of Oc‘oober 1 of the year preceedlng 'bhe ‘bax year....

. Household personal proper’cv and personal effects

Sect.:.on 13 (5’4 h—9o2). ...accord:.ng to standards and
- practices set forth in uniform rules and regalatsons

promilgated by the D:_rector of the D:Lv:Ls:Lon of Taxatlon." A

Form end method used bv assessors i

Sect:r.on 27 (5Lt h-&6). o e..the assessor shall follow such
© forms and methods as may be prescr:t.bed by the Director of
the Dl‘V:LSlon of Taxe.t:.on....“ o :

: ...’ohe dn.rector may by rule requlre ’che assessor ’oo
- certify land and 1mprovements in his tax list accord-— ,
ing to such characteristics thereof as the Director . -
-~ may prescrlbe and he may require ‘the assessor to. append
© to his tax list a statement showing the total valuation =
'of each category o:f such proper’oy in the taxlng dlstra.ct. L

Assessor‘s 11st end dupllcate

Sect:.on 30 (5h h-35)- ...they shall be properly made 7
upin such manner and form required by the D:.rector of o
the Dl'VlSlOn of Taxatlom..." S ‘_
- In addltlon to rules and regulatlons to be promulgated by ’ohe ' |
'Dz.rector of ’ohe D1v1s1on of Taxa’olon, Chapter 51 recogn:.zed the D:Lvn.s:l.on

: vof Taxatlon as the general “control tower“ for opera'blons under the new |

‘bax 1aw. The D:.rector was charged mth respons:.b:_lity to recelve and

rev1ew records of v:Lrtually every actlon assoc:.ated mth 1ocal adnﬁ.n:.stra- o

’c.:.on of the act and, by :mference s to assure that such actions were o '.‘ ~

vtaken 1n the manner prescrlbed by 1aw.v All of thns only' 'upplements the







:prov:Lsions of ex:Lstlng 1aw estabilshlng the D:Lrector as the S'ba'be‘s ch:.ef
tax off'lclal W:Lth broad respons:.blhty for enforc:.ng tax 16:WS a‘b the State " |
and 1ocal government 1eve1s ¢ (52 2’?’8*51 - Shzl-vé) | | i

Chapter 51 contalned the follow:.ng requ:l.remen’os for flling records :

~ .

oi‘ 1oca1 admlnlstra-blve actlons w:.th the DlVlSlOl’l of Taxat:.on- Coe

L Percend;age 1evel of taxable value establ:x.shed I?X Coun’ov Boards of ‘Baxat:.on o

R Sec‘olon 3 (5)4 h~2 2‘?)° ...the secretary of the county
. board of taxation, not later than April 10 of each year, shall
'm2il to the Director of the Division of Taxation, to each ase j .
 sessor and board of assessors, and to the municipal clerk of .
- each municipality within the county, a copy of such resolut:l.on,
.~ or, if such resolut:.on was not adopted, a statement to that PR
. effect." ST S :

Taxpaver returns oi‘ tangn.ble personal property used in bu31ness g

- Section 10 (Sh h-12). ,"...the yeturns requ:.red to be '

filed on or before May 1, 1961 shall be filed in duplicate

“and every assessor shall, upon receipt thereof, forward the &
. dupl:.ca’ce 'bo the Dlrector o:f.’ the Dl‘VlSlon of Taxatlon. u - A

Nunicmpal ordlnance not to 'bax heusehold perscn.al pa:’oper*bv and personal eﬁ.’ects w

Sect:u.on 13 (SL;, h—9.2),- : ...a certlfled copy of such ord:l.nance
shall be filed with the Division of Taxation in the: Department
of the Treasury, and w:.th the county board of taxat:u.on.“_ S

Equal:.zatlon table prepared by Gounty Boards of Taxat:v.on '_

Seci‘aon 19 (5?4 3“'17)0 My0a COPY of the table shall be e
mailed to the assessor of each district, and to the Division . :
of Taxation, and be posted at the. cour'b house, at least 1 .

~ week before the hearings pronded for in sectlon Sl 3-18 of

e 'th:s.s T:Ltle." 3 . ; iy : .

Sectlon 21 (5h 3-19). '...a certified copy of the equall-
'zatlon table as confirmed shall be transmitted to the Division
- of Tax Appeals, the Director of the DlVlSlon of Taxamon, and

: each taxing d:Lstr:Lct in the county." ’ :

- (2) Def:Ln:Lt:Lons of real and personal proper’g[

-.New Jersey law con’calns no expllclt deflm.’olon of.‘ real estate. This‘

' ‘ om:Lss:Lon had been un:.mportant when real estate and tanglble personal prop- .

er’oy were assessed as general property accord:.ng to the same standard of



-
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value, But because Chapter 51 provided different standardé for assesse-
ing real and personal propertys the distinction _between the two classes
of property Eecaﬁe an important onee The ﬁéed for a ruling to clarify
this distinction was made appérent by thé different definitions applied
in differentviocalvtaxing d%stricts. This was the reply of a Gas Pipe
Line Corporation to an inquiry by the ]jivision of Taxation:
- "oﬁr total ad valorem taxes to be paid all baxing
jurisdictions in the State of New Jersey for the
year 1961 will be, as near as can be determined,
e Of this amount, will be
classified as personal, Most of our property in
the State of New Jersey is gas transmission pipe=
line and as you can readlly see, about 50% is
classified as personal and 50% as reals"

Although pipeiines may involve special valuation problems, the con=
dition deécri‘bed in this‘ réply is hardly 1imitéd to such unusual property. |
While compleie doc‘:uinehtation is unavailable s examples of industrial
macnlnery, :E’ac:Ll:.ta_es and other propertles classed as real estate in one
district and as personal property in another are easy to find, This not
only complicates Chapter 5115 legal env1roment3-1t also raises doubts
about the ‘reliability bof current personal property tax statistics‘ and
of predictions of what Chaptér §l‘s effect on them. |

An additional stimlus for a clear defimition of real estate was
the possibility that New Jersey may ’eiventually follew the example of New
York and‘Pennsylvania by exempting all personal property, A defj_nition v
adopted now could ca.rry over to such a 'fumré exemption, In this br‘es"p'ec-t
the distinction drawn by New York and Pennsylvania was regarded as a
model for New Jerseye |

In the absence of a sta‘oubory definition of real estate and personal

property, it is necessary to rely on the general section relat:.ng to
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As contamed 1n R.; S. l°l~2 1t reads.,,_'.

deflm.t:. oas .

Unless 1t be othemlse expressly pI'O'V‘lded or there
L is. somethlng An the- subject or context repugnant to
" such- constructlon, “the following words and phrases, .

” ”‘f”'when ‘used in any statube, shall have the meaning herelilg’t* LR A

~ given to them, +#=Real estate; real property, The -~
Cowords: "real ‘estate™ and "real property" include lands, .

o ‘enements and herdltaments and the rlghts tnereto and - *‘:f'.‘ . R

. flnterests there:a.n."%(

_ ;’_:"Personal property" 1ncludes goods and chattels 9 r:.ghts o
.. and credits, moneys and effects, evidences of debtsy

. .choses in action and all written 1nstruments by which =~~~

any right to, interest inj.or lien. or encumbrance upon e
- property or any debt or financial obln.gatn.on is created, R

: A;acknowledge, evidenced, ‘transferred, discharged or de~ = .-

- feated, in whole or in part, and everything except real = -

;_iproperty as’ here:r_n deflned may be the sub;;ect of owners L

The few I\Iew Jeroey covrvt'deca.s:s.ons rendered on th:l.s sub,ject have been

- _"‘so narrom that they are not much help 1n establlshlng broad deflmtlons.

Ci ",Referr:.ng to the 'deflnitlons used in ] \Iew York and Pennsylvan:.a the :E‘:Lrstf_" . ERA

draft of regulatlons for cons:.deratlon by the Adv:.sory ccmmittee was i g
tended to :msure a complete deflnlt:.on of real PI‘OPeI'W' ’ It 1;|.sted -
elght categora.es of real estate° ‘:’ S | e

(a) Land a.tself, above and under water,v in :c.ts orlglnai or o
. .f'inonreproduc:.ble s 1ndestmctible: :meoblle sta'be’ 1n°1ud" ) -
o ": 1ng certaln :\.tems or add:.tions thereto as d1rt f:Lll, St

"’"-i;fgradlng’ 1evellng, and dralnage.

' "‘__(b“)iiﬁTrees and undergrowth thereon, and m:mes, mlnerals, quarr:.es - -

' and fossils 1n and under the 1and. -
v‘ (c) Bu:.ldmgs and other structures and art:.cles, sub-structures, ‘

) xetures ereeted %p@n, undesr @r above?the l&m:

1 ‘or aff:n.xed thereto, 1nclud:n.ng brldges and wharves, bulkheads

:and. plers. R
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(d) ;':Surface s underground or. eleva’oed roac”s and rela'bed struc'bures ,‘
| 'i[sub—structures and supernstructures ’ tracks and me’oal there-
on, and other f:u.xtures permltted or authorlzed to be 1a1d,
: -’placed :m, upon, above or under any pr:.vate or public stree'b

,or ‘place, (No‘be. ; How would such a regulatlon affect publ:.c

,utlllty property?)

~(e) D:Lscuss treatmen‘b of ma:_ns, p:Lpes and tanks, not :anludlng

’ 'banks in gasol:.ne serv:a.ce statlons I 1amd or . placed 1n, npon,
: ‘7 above or under the 1and of any publ:.c or private place or
| ’anWhere. | | v | | | '
(f) F_Bo:Llers, ven'blla'blng apparatus , elevatofe , fll_umbﬁ.ng, heab-
| .':_ ing, 11ght1ng and. power genera’o:_ng apparatus, and equ:.pment
V;‘ffor dlstrlbutlon of heat l:.gh:b s power, gases and 11quids,
bu,t shall no’o :anlude movable mach:.nery, or equlpment con-"
- ;'s:Lst:Lng o:E‘ structures or erectlons to the operati_ons of |
| wh:n.ch mach:.nery is essen‘b:x.ally used for trade or menu--

o
. o \

L facture and not essentlal i‘or ’che support of’ ‘bhe ou:.ldn

o v:u.ng, structure or. super-structure s and removable Wi'bh- :

| ) ou'b materlal mgury thereto. SR

’ ,A(g)‘ , Mach:.nery and equ:_pment shall be real proper'by when permanen‘tly e

: ._ai'f.':n.xed to 1and or to a bu:.ld:l.ng, s’oructure or mprovement

f:*?rm sich a manner that removal thereof would ncause materlal |

r

' fdamage t° such mach:.nery and equ:meent or to the s:Lte B
' to-which it is afflxed. ‘ _v '

o (n) “Forms o:f.' hous::.ng adap’oable to motlvatlon by ‘a power
connected thereto, commonly called “'brallers“ or- "mob:n.le

;homesu Wh:n.ch are- rendered 1mmovab1e by annexatlon to 'bhe S
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1and shall be real estate 3 for example, a home traa.ler
that is Jacked up aod surrounded by landscaplng and | e,
connected ‘c.o utlllty serv:Lces or a tra:.ler Wthh is per- o \'
o manently in place W:Lthout such annexa’o:n.on where 1'b 13 :
iy : :Lnten’cvoi‘ .'bne‘"occupan'b to._,remaa._n ;1ndef1n1‘bely_at 'bhat

o loca’olon. R ._ - | v :
Impor’oan’c as the cl arlflca‘olon of the d:.stinct:.on between real and .
‘ personal property ma.y have been, 1t was somewha'b overshadowed in ’ohe
,Adv:l.sory Com:Lttee meetlngs by the deprec:.ata.on debat.e. '

(3) "Book Value" of Deprec:Lable Property

(a) The Degreclat:.on Debate .

Adoption of Chapter Sl dld no'b end the debate about- def:x.ni’o:.ons

‘of "book value" as a bas:Ls for measurlng "taxable value" of ’oang::.ble per«-. SR

’sonal property used in business. Most of the same: proposals wh:l.ch 'bhe
'Leg:.slature had been urged to :anorporate :mto the law were: also urged
upon 'bhe D:Lrector of Taxat:.on as subgects of regula‘olon. Besa.des dmcuss-;
1ng the deflnlt:\.on of "book value" 1’oself, the deba’ce expanded ’oo cons:.der
-the :.n’oerpretatlon of 1eglslat1ve mtent and the k:md of regulat::.on Tem- :

? j.qu:Lred to comply mth bo'bh the language and 1ntent of the new law. i _
The con’orovers*nal sect:n.on was Sect:n_on 5 o:t‘ Cha.p‘ber 51 (511 h-2.29),
__.vreadlng as follows. ' - C A

| | >The fa:.r value of tanglble personal property used in buelness |

shall be presumed to be the net book value thereof as shown -
by the books and records of the person assessed as of the -

listing datej provided that the Director of the. Division of - - -

Taxatlon may promulgate um.form rules and regulations for -
the determination and reporting of costs, depreciation, and -
net book value of such property as he may find necessary to
provide for fair and equal assessments, and such rules and
regulations may include provisions- for averaging in a group
~or composite accounts in the case of a taxpayer holding 1tems
of like property in more than 1 taam.ng district, where it is
determlned by ’che D:Lrector that i'b is 1mpract1cable to report
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E w:l.th reSpect to each 1tem separately, and prov:l.ded that so
‘long as any deprecigble property shall remain in use or be
‘held for use its fair value shall be presumed to be not less

than- 20% of its or::.glnal cost to the person assessed as’ shown_ .
- Dby his said books and records, unliess otherwise provlded in
s said uniform rules and regulatlons, o

L 'The Case for: a Unn.form Method |

It seemed smple enough to view thls $ect10n as one which perm:.ts i

| the Da.rector of the D:Lvis:Lon of Taxat:.on to "pronmlgate um.form rules : -
‘»and regulatlons...as he may find necessary to prov:Lde falr and equal =
assessments." | In the case of deprec:.able property, the Dnrector's ’j':':
'author:.ty would :anlude the establ:u.shment of ruJ.es and regulat:.ons relat-r-_ '

| v:Lng to the "determm.ng and reportlng of costs s depreclatl.on and net book k

.value of such proper‘cy." But except i‘or prov:s.s:.ons concern:mg the

"averaging of e;roup or compos:n.te accounts in the case of a taxpayer holda-j. SRS

mg 1tems of 11ke property in’ more than 1 taxmg dlstrn_ct and the m:mi- : . : -
"falr value - presmned to be not 1ess than 20% of orlg:.nal cost =

_fto the person assessed" the D:.reotor seemed to have no authorlt,f 1o pro-’_

k mulo‘ate rules and regulations that would not anply umf:omly to all '

! taxable busa.ness personal property :Ln all tax:mg distr:-.cts. o |

ThlS ralsed quest:.ons concerm.ng the promulgat:.on of any rules and

regulations based on acceptlng costs, depreclatlon and net book value

" .;determlned by unllke methods among taxpayers and thus reflected dlfferently

- {":Ln the:Lr books and records. The fact that "book value" dld not always
~‘mean the same th:.ng emphasized the 1mportance of :Lnterpretat:.ons that
” iWOuld "prov1de fair and equal assessments" among taxpayers and among tax— :
‘}v’:mg dlstrlcts. "ot book value as shown by the books and records of the S
| persons assessed“ was but the result of a comblnatlon of such factors as

'costs and depreclation both of wh:a.ch Were spec:\,f:.cally 1dent1f1ed in the
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in the D:.rector s authorlty to "promulgate umfom rnles and regula-
tlons-"‘ Adgustment of one of these £actors mthout a correspondlng
ao,]ustment 1n‘ "nook valuet would be mean:n.ngle SSe |

: Under ‘this 1nterpretat10n, net, book value" s presumed 0 be the
"fa:Lr value" of tang:.ble personal property used in bus:.ness 9. could thus

have only one meanlng, 1.e. s "as shown by the books and records of the
person assessed " adJusted to reflect reqmrements of "un:.form rules end o
regulatlons for the determnatlon and report:r.ng of costs R deprec:.atlonl
and net book value" Un:n.formity of personal propertv tax assessmerrts
seemed 1ncoxrpat1ble w1th any other 1nterpretat10n.r

Ib 1s necessary to po:n.nt out 1n this connectlon that the t:.m:mg of “

deprecn.a tion charges dur:.ng the 1:Lfe of a- depreclable asset has a dlfferent
~ ,tax consequence under a property tax based upon net book: value than 1t L
has under e. net 1ncome tax. Table 3-1 shows that ver:.atlons 1n depre—
c:q.at:Lon charged by two common methods throughout the 1:1.fe of an asset ‘

- effect only the ta.x year in whlch the depreclatlon becomes a deductlon

N from taxable incomes they do not change the total amount deducted except

" as .salvage value may.be reflected.v -'I‘here is no such' compensat:.ng ad;;ust- o
ment of property tax based upon net book values s and once the deprec1at10n :
deduct:.on is alloued 1t is el:i.m:mated from the property tax base for th.e ree
: vma:l.nlng 11fe of the asset, : Although stralght-llne deprec:La.tn.on results
- , 1n hlgher average annual depreclatlon charges than double decl:Ln:Lng

- balance depre01at10n, 1t also results ina h:.gher average "book value"

) rema_m.ng after deductlons of al" deprec:n.atlon charges. o V
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TABLE 3~1
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| hverage 5,00 'f50;000'i,f,5f°’7;  u,392.1u .]ff’ uo,735,ho B
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It was on this basis that the Division of Taxation first approached
the task of interpreting Section 5 to mean that umif ormity of property
tax assessment according to "book value" requires the application of uni=-
form depreciation methods to original éosts deterxﬁined in a uniform manner
for all taxpayers, |

Preoccupation mth parti'cular uniform’meas'ures of depreciation made
it difficult from the beginning to focus attention on the distinction be-r
tween depreéiation chérges d’esigﬁed {,o spréad asset costs ‘over the anticie
pated useful life of the asset and depreciation éharges used for measur
’ ing propertybvaiﬁéﬁidﬁs a;b_éﬂy; given time vfor’ an ad vaiorem taxe Mre
Duane E. Minard ‘(New ‘Jersey State Chamber of Comerc‘e)‘ became his organi-
zationts minority representative by vigorously supporting a uniform rule
of depreciation as the only procedure compatible with concepts of ad
valorem property ’caxatlon. o |

I would go back to my espousal of um.formlty 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 bew
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 determlnatlons U=
~less you do have uniformityeces

eself we are going to have some texpayers on straighte
line and other taxpayers on double declining balances,
we are not going to have um_formlty, 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 go:.ng to requ::.re in any event,
and. thatts unlform'byou.

Now, I cannot :Lgnore’ nor can I dismiss lightly the rew
quirement imposed by the statute upon the Director to
secure uniform and equal assessments, and whatever
method is dev:.sed in my view, has got to measure that
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 Laws of 1960. (Sep'bember 21, 1960) Pl
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- umform:.ty or the D:Lrector 1s :ro:mg to i’lnd hlmself L
’ "confronted by suits: such as Hillsborough and the cases
~in New Jersey subsequent to H:v.llsborough where uni-’ S

_formty is the predomnant prlnc::_ple. : ce

. So ‘bhat wha’c I'm for is unlform:n.ty, and what I'm aga:..nst
is a laissez faire reliance on books, which are a completely
unrel:.able read::.ng so far as uniformlty is concerned..n S

‘A D:Lfferent Interpretatlon . ‘. |

Another 1nterpreta‘clon of Sectlon 5 would have kep‘b the D..rector :f.‘rom:. o

;_.promulgatlng any unlform me‘bhod of deprecn.at.lon, on ’che assumpt:.on that i
- fsuch a regulat:\.on would be 1ncompa‘b1b1e w:Lth the statutory presump’c:.on
"b_'that‘ "fa:.r value" lS "’ohe net book value...as shown by ’che books and Te=- o

'cords of the person assessed)*f Unaer thls 1nterpretatlon, the aLthor :d;y

. of the D:Lrector to pronmlgate rules requlrn.ng denat:.on from "book value" ':‘ RN

‘ as reported by the 'baxpayer would be 11m:.ted to exceptlonal cases where

- such "book values" were 1nadequate measures of "fa:.r value" ThlS :Lnter-

- ‘pretatlon was surmnarn.zed in a memorandum by the ‘\lew Jersey S'ba'be Chamber .

of Gommerce as follows- 2

- The portlon of Chapter 51, Laws of 1960, wh:.ch is re-‘f” 2
; blevant to the depreclatlon questlon reads as follows' .

5, The falr value of tanglble personal propert.y usedi““_ e
" 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 the listing dates provided that the . v
- Director of the Division of Taxatlon mey promulgate unim -
- form rules and’ regulations for the determination and re=
- por'blng of costs, depre01a'b10n, and net book value of
. such property as he may find necessary Yo prov1de for
S Tair and equal AS50SSMENTSs o o o oNd 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 1ess than 20/o of its or:s.g:mal cost to the person
 assessed as shown by his said books and records, unless. o L
: 'otherm_se provlded 1n sa:.d umform rules and regulatlons. LU e

1 : 1Adva.sory Cormnl’otee on’ Assessment Pract:.ces Implement:s.ng Chapter 51, Laws of
_1960 Transcrlpt of Proceed:mgs a,t meet:mg held December 7 3 1900, pp 19, 21. :

"fta%ement. by the Cost of Goverment Commiwee of the New Jersey Statem IR
. Chamber of Commerce to the Advisory: Comt’oee on Implemen'batlon of Ghapter 519
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‘ S'bate Chamber Interpre‘oatlon o;t‘ the Statute

- The underllnlng in. the above—quoted statute is the mter's.
"It is designed to ha.ghllght the fact that the statutory pre-
 sumption that fair value is net book value as shown by the -

taxpayer's books and records cannot be vitiated by a per-

- missive promulgation of rules and regulations which are
- limited by the statute to application to that property for
“which rules. and regulations are necessary in order to ‘

‘achieve a contrad:.ctory goal of fair and equal assess-
. mentsn..l

Thes view that Sectlon 5 ev:u.denced 1eglslat1ve intent to "llma.t the
authori tyf of-the D:Lrector of Taxation to certaln pollc:l.ng powersln the ‘
1ssuance of approprlate rules and regulatlons“ was stated in greater de-

tial by Mr. G. F Smth (Pres:Ldent of Johnson & Johnson Corporatlon) as

follows.1

The Leglslature intended to, and d;Ld restrlct the

authority of the D:Lrector of Taxation to certain police
~ing powers in the issuance of appropmate rules and
regulatlons. ‘ 4

- The Leglslature prov:Lded "that the D:\.rector of the
‘Division of Taxation may promulgate uniform rules and -

- -regulations for the determination and reportlng of costs,
- deprema’olon, and. net- book value of such property as he
~may find necessary o prov:.de for falr and. equal assessw
;_ments . o e wie @, 0“ n

K Such authority to the D:Lrec'bor is necessary,: for there
. are.obvious situations where rules are necessary to. apply
- the sta’out@ry presumption that "the fair value of tangi=-
*~ 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 the 1lst1ng
date.co-\.c.“ "

: :'The pol:Lc:Lng powers of the D:Lrec’oor are necessary, for example,

\

. 1n ‘the follomng 51tuat10nS° A

(l) Where no books of account are kept by the taxpayem .
. Meny cash basm businesses do tiot keep such books,
* They are on the cash basis for Federal income tax
. purposes, and frequently have 1nadequa’oe records :
S f'and no formal books of accounts. - .

1Subm:|.tted to: Adnsory Gomm:n.ttee on Assessmen’c Practlces on

September 23, 1960.
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- (2)'[Where the ‘books reflect 1mproper expensing of e
o capltal 1tems, whlch should haﬁe been capltallzed.;"'

Foo (3):~Where the orlglnal costs of tanglble capltal ac-e
- quisitions on the books do not correctly reflect
such related costs as installation costs.

(L) - Where the books do not properly reflect accrued
depreciation for advalorem tax purposes, with
- respect to the actual usage and other characteris-
‘.:‘tlcs of the property 1nVO1ved.

In these 1nstances, the Director is empowered to supple=
- ment’ the Statute with appropriate Regulations. In the case
“of item ), the Director should formulate rules correcting
- the improper book deprec1at10n. ‘He has this power only when
the book depreciation is inacurrate of true depreciation,
Thus, if an asset of personalty has depreciation of 70% of
cost accrued on the books, and if 35% is the correct flgure,
- then the asset should be listed for tax purposes at 65% of
‘cost instead of the book 30% of coste His rule = making
“power is limited to this formulation: "Book depreclataon
is subject: to correctlon where it does not truly reflect
- the' depre01ated condition of the propertys"

‘f'Indeed if the powers of the Dlrector are construed s0° as to .
authorlze a Regulation that 150% declining balance depre~
,w,Ac1at10n must be suostltuted for book depreciation in -
" every case, then various qpestaons as. to the unconstltun
,tlonallty of bhlS Regulatlon are ralsed°

'f‘g(l) The 1mportant delegatlon of Leglslatave functlons
’ “to an Admlnlstratlve Agencv, :

‘(2)f>The 1mproper assumption of Leglslatlve functlons by
an Admlnlstratlve Agency, and - s :

. (B)J-The undue process of 1law in many spec1f1c 1nstances o
~+ 7 resulting from the use of 150% declining balance de=.
ﬁpre01at10n stralght across the board for all taxe=
payers. : :

: 'If the Leglslature 1ntended the latter method to be used,-
‘we firmly believe that it would have 80, 1eglslated° and thls
flelt daid not do,"_'

(b) Méthods of Depreclatlon

If it dld nothlng else, the search for a workable 1nterpretatlon of

““book value" and for regulatlons to 1mp1ement such an 1nterpretatlon created

an awareness that depreclatlon is an averaglng process and that depreclated ~»f"
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(book) value 1s an 1ntang1ble term whlch has not the same meanlng fbr
all busmsesses or propertles flve basxc approacnes were dsﬁe}oped°

'Flrst - Unlform depre01at10n allowance of 50% of orlglnal
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 deprec1ated (book) value below =~ - _
_the statutory minimum of 20%, At that time, it becomes 20%, ce
,and stays at that 1evel so long as the. property remalns in
uses . N : £

Second A 51ng1e depreelatlon method for all taxable per~
‘sonal | property;_ The "declining balance" and "straight
' line" methods based upon anticipated useful asset 1life used
- for Federal Income Taxes were the most commonly dlscussed
umethods. : : :

rThlrd Deprec1at10n and deprec1ated (book) values actually :
TeIlected in books of account as reported to the Securities
~ and Exchange Commission or to the Bureau of Internal Revenue
©were suggeSted as a way to achieve uniform assessments. In
this method, uniformity derives from uniform sources of ine
' formatlon in an accounting sense, as opposed to unlform values -
for like propertles.,e‘ _ :

~ Fourth ~ Depreciation and deprec1ated (book) value actually R
reflected in taxpayer books of account w1thout reference to =
. any other requirements concerning their use or the method
- Dby which they are compiled except that they be "accordlng to
’sound accounting practlcew"v» ‘ EERR

_~F1fth Unlform depre01at10n determlned accordlng to a

- pingle method and based upon a single-useful life for all

~taxable assets - thus requiring only two ba51o 1ngred1ents,
orlglnal cost and age. , . :

f The 50% Rule

This approach has Lhe appeal of s1mpllclty, 1t Was therefore, suggested
- by assessors as’ one whlch would prov1de a stable and ea31ly determlnable
"-tax base. It would reqplre only tne three basic 1nformatnona1 1ngred1ents" |
common to most depre01atlon calculatlons - orlglnal cost antlclpated NSSm

;ful llfe and age.» Doubts were ralsed concernlng the absence of graduatlon:

©in resultlng falr value between new propertles and old propertles and a :.j'.;7l ‘

' p0551b1e 1ncompat1b111ty‘w1th statutory requlrements of assessment accordlng -

: \to book value.;’;f»ifsi"
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‘S:a.ngle Depreclatlon Method _.f» R

' vf”-::‘clable asset and 1ts estlmat

any deprec:.atlon met.hod are necessary; b‘

% '_;-"measurable :Ln terms of "book value." e

Th:.s approach{offered the hope of s1mp11fled taxpayer compliance

_conmstent w:Lth umform 'breatmen’o of all taxable propertles by the appli—c»

| . .'ca’olon of?*establlshed deprecl tlon‘schedules vto the orlglnal cost of assets_'-’f

- 3 »reported accordlng to an’c.lc:.pated useful vl:z.fe and age.

LR “Stralgh’o l:Lne" and "decllmng balance" methods rece:.ved the. most

2 attentlon as poss::.ble sn.ngle methods because they are smple to apply

»"":';‘and appeared to be the ‘most: common methods used for fedel"al 1ncome taxesc

‘: : As 1ndlcated by the“followmg b,”":'ef"‘descrlptlons, 'thelr appl:,catlon req. SELS I

o 'qulres a mlmmlm of data gatherlng. ,Only t-he orlglnal‘-‘ costv of the depre_- 1 R

’eful llfe s the pr:mc:.p

PO _S‘bralght L:Lne - ThlS me’chod d1v1des the deprecla'tlon over
" 'The years of estimated useful life of the asset and causes
- the undepreciated balance (book value) to decl:me’ by the
‘sa:me a.mount each year. s : S o

e jDecl1n1ng>Balance - Th:.s method applles a.t a flxe_d per-
. centage to the remaln:v.ng balance in the. asset account ,
. (book value) to determine the amount of depreciation *
chargeable each year, and causes the undepreclated
- balance to decllne most rapldly durlng the ‘early
: yee.rs of ‘the estimated useful life of the assets S
RERN & ) also. leaves a - 'small and’ decreas:.ng balance :m the
o asset e.ccount 1ndef1n1’oely. L ot :

:oldestv. n ~-commo_ » usagea

The decl:s.m.ng balanc h method has grown

1n ﬁse s:«.nce flrst authomzed for Federal Inoome Tax purposes lIl l95h. .
: f‘_'I‘bs ma-;or a‘b‘orlbute .'.LS 1ts cons:.s’cency mth the pattern by 'Whlch deprec:.«-. _' .
-.f;"able property sui‘fers 1ts greatest loss of value durlng 3..ts flrst years

'}'if":";'of use. Th:u.s 1s an 1mport<,n*b conmderat:.on in determlmng taxable value '

- :'o:E‘ property under an ad valorem tax Wthh presumes that taxable value :Ls

_» ’1ngl‘ed1ents of
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The D:Lv:p.s:L‘on of Taxatlon» developed a ten’oatlve fule requ:Lr:Lng

“‘that all taxpayers use a s:mgle nethod of deprec:.atlon based upon

a comb:ma’o:_on of the "stralght 1:|.ne" nd "decllmng balance“ methods
:and requ:.rlng no more data than the date of acqu:.sit:.on and ant:.c:l.pated
: useful 11fe., Th:.s approach becam known as the "unlform deprec:Lat:Lon- ,
7:'-var1ab1e l:u.fe" method.' Th:.s method was accompllshed by prepar:mg tables
. ’of deprec:.at:.on multlpln.ers (see page"BG ) for appl:.cat:o.on 'bo all assets
“f.grouped by date of acqu:.s:.tn.on and an’ta.clpated 11i'e. It was assumed that. |
- useful llfe used for federal 1nc:ome taxes would be acceptable. ‘ A
U31ng the decl:l.m.ng balance method tables were developed show:.ng

"depreca.atlon rates a’o 1.5 tlmes the stralght 1:Lne rate.» Th:Ls method was

used 8o long as ‘ohe undepreclated balance :m the assen account (book value)' o

was less than would result from stra:.ght 11ne depreclatlon. After such

| »'b:.me stralght llne deprec:Lat:Lon was applled untll the undeprec:La bed balance s

' ‘__in ’ohe asse’c. account (book value) was reduced to 20 per cen‘o of the

e 'orlg:\.na.l cost of ‘the asset. 20 per cen’c. of or:n.g:.nal cost 1s the m:.ninmm .

- “fa:.r value“ of depreclable property establ:.shed by Chapter 51, .

Te.xpayers quest:.oned tn.e esswnp’clon that easy compllance was possible ,: . :'A;

- ..;'by us:an records already avallable, espec:x.ally 1n those 1ns tances where/ ‘

- -group or composn.te accountlng 13 used. There was i‘urther doubt 'bhat com-' o

plete umforml'by would result from th:.s method, ‘since some taxpayers own- -
:mg llk.e k:\.nds of property used var:y:a.ng usei’ul 1ife estlmates for federal

'1noome taxes. IR

'Securlt:.es and Exchange Commn.ss:Lon and Internal Revenue '

Th:Ls approach was Suppor‘oed by uaxpayers and o’ohers who' saw it as
a way to avo:.d the need for addlt:.onal data. The need ’oo report by nmnlc:n.-,f

pal:l.’cles and Jc.o adgust for accelerated deprec:.atlon and the 20 per cent
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:hunlmum fair value seemed to‘make SOme of thls advantage more appareut
than real.- Dlscus31ons con31dered the v1ew that Chapter 51 requlres

thls approach because 1t reflects value shown 1n books of account, Also
,dlscussed was the 1aCK of unlformlty in book values of S1mllar propertﬁes-
. '_depreclated by'dlfferent methods. _' - » |
S Corporatlons reportlng to the Federal Securltaes and Exchange Commlsslon*ll
‘?clalmed that thesereports reflected thelr "true" asset p081tlon more
"accurately than federal 1ncome tax records. These reports were descrlbed as.
a mlrror of corporatlon "books of account." They are a matterrof record,‘_

avallable for rev1ew by assessors. The corporataons seemed to feel that

N L
the reports could be broken down to reflect asset values w1th1n a s1ngle

:plant or munlclpallty for bu81nesses w1th mumerous locatlons. (_f

But not all bu31ness taxpayers report to the Securltles ahd Exehange o
“Commlss1on. Any decision to use such reports as a ba81s for asse531ng 33‘*:
personal property'would thus requlre an alternetlve source for many smaller
taxpayers. Federal lncome Tax returns were suggested because they are a .
matter of record and are subaect to the control of federal audlt.

Suggested regulataons were drafted to requlre book value reportlng
based upon elther Securltles and Exchange reports or Feoeral Income Tax
records, whlcheverrls greater. An alternatlve was to requlre Securltaes t,»
and Exchange reports where avallable and federal Ihcome Eax records for
all-other taxpayers. of the two alternatlves, the flrst appeared to more:
: nearly satlsfy requlrements of uniform rules w1thout us1ng Federal Income
.records to the exclus1on of Securltles and Exchange Reports. There was l

- some suggestlon that the ch01ce betmeen the two should be left w1th the -

taxpayer.
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' -Unad,]usted Book Value ' o

ThJ.s approach rests on a l:Lteral 1nterpretat:|.on of the presunmtlon

that the "fair value“ of‘tangl_ble personal property used in bus:messz is

: "the net book value thereof as shown by the books and- records of the per~ ,‘ |
| ,»son." A statement addressed to the Adnsory Commlttee by the State Chamber'i' '

of Commerce stated th:Ls pos:Lt:Lon as follows .3:

: The language of the proviso, which perm:.ts the D:.rector .
_ to formulate rules and regulations, does not permit him
to establish a value concept other than company book -
value but rather limits such rules and regulations to
~ coping with the exceptlonal cases, Note the underlined
words in the proviso: "rules and regulations for the
determinations and reporting of ‘costs, depreciation, -
and net book value of such property as he may find v
necessary to provide for fair and equal assessmentse!
~ It is interesting to note that this proviso apparently .
is a composite of two subsections of Senate Bill No. 81
of 1959 and that in the combining of these subsections
~the underlined Words in the following were losts Mas he =
may find necessary to provide for fair and equal assess=
,ment“ for. all taxpayers sunllarly 51tuated. :

Although th:.s method was promoted v:.gorously, 1t was generally : :
ecognlzed as an. approach Wh:.ch would place the local assessor in the
pos1t10n of rece:n.v:.ng and recordlng voluntary taxpayer deolaratn.ons. It
1s true he could compel taxpayer returns, but he would have little. contrcl

over the1r content. The fact that most busme ss taxpayers malnta:.n books

of aocount 1n accord mth Itderal l'ncome ’Iax requlrements was small

assurance that all taxpayers wou.ld report by standards meetlng even th:Ls
‘ degree of um_form:r.ty.. It was generally agreed. that the assumptlon that
rules and regulatlons could not :anolve adaustlng book values as reflected

~in books of 'account was fallac:Lou’s, .
' }.Statement by Cost of Government Commlttee s New Jersey State Chamber of =

Commerce, to Advisory Commlttee on Implementat:n.on of Chapter 51, Laws of -
1960. . (August 15, 1960) o e
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But there was ‘sone ev1dence that thls agreementvwas more apparent %
lbthan reals The klnd of adaustments contemplated.would have requlred the"
"assessor to show that book values reported by a: taxpayer did not reflect'e7
i‘"true deprec1at10n actually occurrlng.“A In so doing, he wouldﬂplace thezh.
assessment of bu31ness tanglble personal property'back on the ‘same negotlated
fba31s that Ghapter 51 was expected-to ellmlnate. For-example,.Mr. T. Mo :
Fleschko (Johnson.& Johnson Corporatlon) addressed the flnal meetlng of

~the Adv1sory Commlttee on. Assessment Practlces as follows"l

To refresh your recollectlons, our positlon 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, and tne D1v131on of Taxatlon,
may rebut, in individual cases, the use of book depre01atlon

~ where it does not correctly reflect the true depreciation

_ "actually occurrlng.? This procedure requires the assessors

-+ "and the Division to produce substantial facts, in the in-
‘dividual case, to support their rebuttale 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 valuess ‘Accordingly, we maintain
that the regulations cannot. legally set up a denial of

. use of book depre01atdon by the arbitrary. establlshment

. of a 150% declining balance rule, If the assessors of

. .the Division of Taxation want to- deny the use of book

- depreciation,” they must first establish, in the ine

- dividual case, facts which prove that the impropriety
of book depreciation, This is the basic legal position

- which we have set out 1n our 1egal brief, a copy‘whlch

- .you have.... L N _ . _

5iee.Accord1ngly fler, T am authorlzed to sey here that
~ Johnson & Johnson will offer financial assistance towards
- the legal costs and active c00peratlon to that taxpayer
~who will litigate in the courts a proper test case on the
legality of the 150% rule, or any regulation similar in
v;arbltmarlness. What fact situation is ‘the best one to
. litigate, and for us to support I cannot predlct at
© this timee . _ T

1Advlsory'Committee on Assessment Practlces Implementlng Chapter 51, Laws
“of 1960, Transcrlpt of proceedlngs at meetlng held December 7, 1960,
pp 27, 28 29. : , v
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.,,‘Second 1f the assessors and the D1v131on of Taxatlon“
* feel constrained to approach the Legislature for the =
' enactment of amendatory language on depreciation, we
 at Johnson & Johnson will welcome the opportunity to
. present to the legislative committees the case for a
. wise depreciation rule Wthh.Wlll be for the overall . = -
benefit of the State of New Jersey. This will also . -
- be an opportunlty for us to present the arguments for
- a legislative amendment to abolish the machlnery and =
‘ ilnventory tax in 1ts entarety. : w

- we regret that we must adv1se you of our p051taon re- -
~ garding impending litigation. We disclaim the use of
- threatss, Our position is legally correct, but, more
- dimportant, correct from the V1ewp01nt of the state's
qgmﬂﬁwm.“rTe_ S . _ PR T

”~181ng1e Method - Slngle Llfe

ThlS suggestlon grew out of dlscu551ons of the flrst four approaches,
It was an attempt to resolve tle problems of useful llfe determlnatlon
,and reportlng by 1gnor1ng them,v The dlstlnctlve feature of thls approachv5

llbwes the assumptlon that all depre01able personal property has the same _jfu

| antl“pated “Seful 11fe - fOI' example, 10 'years. | Book values could t‘hen AT

:be determlned on the bs31s of flxed mulhlpllers establiShed by reguletloni’fﬁv

”and applled to the orlglnal cost of all assets acqulred Wlthln a smngle

-,’year. The nmltlpllers Were developed,through a procedure 51m11ar to that ;;¢o

'used 1n the 51ng1e method approach.}

'cost and year of vaulstlon of taxable assets, the 81ng1e method - 81ngle_t

Because 1t requlred only the orlglnal i”f'o

j:fllfe approach promlsed to mlnlmlze both taxpayer compllance eosts and ad-a"f;v'

‘”e;mlnlstmatlve problems of assessors. (Falr) values of all depre01ab1e |

‘¥3fpersonal property taxable in 1962 would be reported as. of the flllng dateff; 5w“155

o of January 1 1961, as 1llustrated‘1n the following example. =







" Year of -

Acqu:.s:.t:.on -

@

‘ 1960 R
1959
1958
1957

1956

‘1955_j;’“'

198l

Prior

ThlS 1s essentlally'the procedure described 1n the Detr01t personal

Orvg1nal
- Cost
L2

ssoo,ooof'

500,000 -

. 500,000
200,000
500,000
- 500,000
300,000

1953 & _1,ooo,ooopﬁ;'

_Retorements

Remalnlng
ab Cost o Cost (2«3)
(3) A
a 1,0001 - j $h99,ooo
50,000 1150, ooo;-u
* 100,000 - ;_hoo,oooa |
v1005000; - 00,000
2003000 300,000
.~ 73004000 ‘..2oo,ooo~..
300,000 200,000
.;‘aoo,oooz"' - 200,000

Total deprec1ated (falr) value

Fair Value'

Farvamefjaf

w200

Multapller v (hx5)
(5) (6) .
$.850 %h2h5150;;e”
.723V "325,3%0
el ago0
522 208,800 =
Celhh 133,200ﬁ7u**
W37 75,h00 -
+300 160,000

- 10 ooo.j;ﬁ

_’property return form for use under a true value standard and applied 1n _;f;g;ﬁ»

other MiChlgan~01tleS.

v ; 1t has arbltrary features.

| X useful life expectancy for all depre01able assets.

lee all. s1mp11£1catlons of compllcated procedures,'l‘f‘"
The most obv1ous 1s the assumptlon of a 51ngle S

Those who favored thls

method stressed 1ts 51mp1101ty and argued that the practlcal results Would

outwelgh any 1mprec131on 1n reflectlng actual depre01atlon for 51ngle assets.”'"

"_ Ultlmate133 though, thls method's success would depend on 1ts applicataon

' to all taxable personal property;\,;

About all that could be sald 1n support of the lO year unlform useful

llfe was that 1t seemed a reasonable expecﬁatiena

‘,,awerages of 1ndustr1a1 experlenoe for personal property alone was not aﬂall- .fﬁﬁv'

. fable.

o ciable personal property 1n

't.,ulon o detsrmane P

Suggestaons were made to}modlfy thls approach by class1fy1ng depres-*ﬂid

,_two or more groups reflectang different useful R

"llves and establlshlng separate multlpllers to be applled un1formly‘w1th1n

each group.

- '1n each group and how to enforce those clas51ficataons. Si

But thls method faced the problem of agreexng’what to 1ns1ude

The Dlrector of Taxatlon took the posltlon that the 81ng1e m@thOd;w.d” T

E f51ngle llfe approach was so far removed from the book value concept ﬁhat he _ﬂ?*”5*'
dihad no authorlty to promulgate 1t by regulatlon.
- ’could be establlshed only'by leglslatlve actlon.

‘7vthat 1t had enough support to galn adoptlon in tlme to he included w1th the ; [i"f

- ‘rules and regulataons under con51derat10n-

Ev1dently3 thls approach

And there was no ev1denoe ff






T Deprec:\.atn.on Methods B T L P
Sample Op:.m.ons Expressed at Final Meet:.ng of. AR

- Advisory Committee on Assessment Practices Implementlng i

Chapter 51, Laws of 1900 (Trentcn, _December 7 s 1960)

- He Russel Brown (N. J. Manufacturers Assoc:l.at:.on) SRR B
~ Stick with what the law says and say net. book value, and then
have the Dlrector prov1de some m:l.nor exceptlons. Cen

' ‘;;‘Leonard W. Nathan (N. J. Taxpayers Assoc:,atlon)
We have to recogmze book values. kS L

' vJames H. Symons (N. g State Chamber of Commerce) DT IR
Net book value which turned up by SEC data or Federal Income wax o
return data W:Lthout the pI'O‘V:LSO "whlchever is’ greater" -} I

o Dl:ane E. M:mard, Jr. (N. J. State Chamber of Commerce)

 What I'm for is uniformity, and what I'm aga:.nst 1s a 1aissez
falre rel:_ance on books. - . -

E 'iAustin Tebbens (N. J . Soc:Lety of Certlf:.ed Publlc Accountants) i
" Use of a net book value rather than 1ntroduc1ng argr SEC re-
' qu:.rements. SR T R N S

:vAli'red J. Greene, Jr. (Assoc:Lat:.on of Munlc:l.pal Assessors of NQJ.) P
’ - The only ones we are in agreement with ave (1) fixed depre-
“eciation with fixed useful 11fe and (2) flxed depreclat::.on w:l.th .
var:.able useful 11fe. : e , _ : e

T, M.  Fieschko (Johnson & Johnson Corporation) o g A
‘ - Director of Paxation has no authorltdr: to requlre...use of any
i s:o.ngle depreclatlon. R S ‘ :

James S. Bruen (Thomas A Fd:n.son Industries) and B

-?Ralph Meyfield (Campbell Soup Company) - 5 S
- New book value used for reportlng (1) to Federal SEG or (2) for
B Federal Income Tax purposes. ’

'Joseph W, F:.tzpatrz.ck (Cert:.i’:.ed Publ:\.c Accountant and Attorney)

Sl ‘f os+a uniform method which would be more just, more eqm.table
- would notessbe a ‘great burden if ‘that ‘chosen rate happened to
d::.ffer from the rate by the 1nc11v1dua1 company. ‘ v

Aaron K. Lasser (N. J. Assoc:n.at:.on of Publa.c Accountants)
s F:Lx depreclatlon with varlable usei‘ul l::.fe. e nne

i 'Leo Rosenblum (Jersey C:Lty) A e i B '
’ L If bus:.ness itself can: arr:we at two d:l.fferent book values...why

f' can't the D:Lrector arr:Lve at a thn.rd Way Which achleves equality. g R )

_-VJoseph H. McCabe (N. J. Soc:.ety of Cert:.fled Publ:l.c Accountants)

" The proviso whereby the Director will promulgate rules and regula— R R

tions should cover: except:.ons and...net book value should be
accepted. : SR e
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The deprec:.atlon debate lasted tbrough the four meetlngs of the L

Adv:.sory Comm:u.ttee, :q.nnumerable :mterlm conferences, and a prol:.f:l.c ex~ A

change of correspondence. Its most noteble feature was its: 1ack of _
'.accompllshment». When 11: ended, there was. little ev:\_dence of any greater

agreement between oppos:mg po:mts of view than when 113 all began.- To the

‘ contrary, each po:.n"b of v:Lew acquired the 1nvulnerab11:|.ty of hab:l.tual repet:l.- :

| t:.on and thus seemed beyond reconcllatlon by mutual agreement. The debate
had made clear tha’o -baxpayers use dlfferent deprec:.at:u,on methods tc determne

book value. It was 1ess clear, however, that assessment for ad valorem B :

taxatlon would requ:u.re adgustmen‘o oi‘ book velue *0 reflect a common
measure of depreclat:.on for all taxable property.
The core of the d:a,scnssn.on, th:.s 1ssue was plnpoa.n‘bed by the Dz.rector

of Taxa‘b:.on 1n a ser:.es of quest:_ons durlng 'bhe f:mal meetlng of the Adv:LSOry

.

Comm:\.ttee.; -

F:.rst In the matter oi‘ d:l.fferences 1n book value.l»

: Ncw I would like to address a quest:.on at th:Ls tlme to -
- the accoun'bants in this group and I wonder whether it would be
B ‘poss:.ble to answer br:.efly these speclf:n.c ques’ca.ons' ,

No. l, when we Speak about net book values we speak in the
main of net book values ‘arrived at according to, let us say, -
sound accountlng pr:.nc:.ples. Now, is that a ccrrect s'batement?...

Now, are we 11kew:.se to understand that accepted account-
ing principles permit more than one method of treatment of the
various figures that are- 1nvolved, starting with the original -
cost?  In other words, when we say that two taxpayers started
out with an original cost of $10,000 and that both of them

 ‘thereafter owned that asset over a period of five years, and
- that they both kept their books with respect to the depre-
 ciation that they entered against that original cost of -
) 4310,000 durlng 'bhose f:Lve years 1n accordance w:.th sound

- 1aavisory Comnittee on Assessment Practices, Decerber 7, 1960 = pp L9-5l,
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'accoun'b::.ng pr:.nc:.ples we do not necessarlly mean 'bha’c. a'b the
end of five years.they }'ave both wound up with the :Ldent:.cal -
res:c.dual value, do we‘? o :

MR, WILKENS' They would not necessamly wind up m‘bh the '
same factor, bub they would not necessarily be in the same
'posn.tlon,, Nanagemen‘b decides on the rate of deprec:n.atlon and
itts nresumed to be proper. B

, THE DIREGTOR. I'm go:mg to come 4o that. In answer to
- my last- questlon, they would not necessarily wind up mth the
same f:i.gure as the undeprec:.ated book value, SR

Now, let's exp’lore the reasons Why they would not wmd up
with the same book figure, One reason might well be the fact -
- that one established a useful life for that asset of 20 years
~and the other one establ:.shed a useful 11fe for that asset of

.10 years.

»  Now, suppose each of them es’cabllshed a useful life of -
- that asset for the identical number of years, would they still
~ - wind up with the same or m'bh a d:z.fferent value abt the end of
' flve years? :

| MR, WILKENS: It could still be different,’

| THE DIRECTOR: Tt coiild stiil be”aifferent, And why would
it be dlfferent? L ’ i o o

MR. WILKENS-' Because 1t's a dlfferent method.

R THE DIREGTOR.' Because they would use-a d:l.fferent rate of .
"depreclatlon. , . : T

- Now, the reason Why ‘bhey set up a dlfferent useful 1:|.fe L
" would be related to the economic use of that particular assets.
One might use it in a single shift or might use it very :|.nfre- o
- quently, One might use it in a double or trible shift, isntt
that true? But what justification do we have for the use of
the different rate of depreciation once both taxpayers have
set up the same useful lz.fe? What 1s the explanatlon for o
that? RN e

‘ . MR. WIIKENs- Well, the particular person. record:.ng his -
assets on deprec1at10n life is trying to recover cost. He is

o :no’c trylng to: show a part:.cru ar value,

THE DIRECTOR‘ He is not 'hr:yj.ng o show an ad valorem ,
value, He is merely recoverlng hlS cost a'b a more rapid or-a -
1ess rap:x.d rate. ‘ : ‘
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MR, WIIKENS' Well we have had a change in th::.nking SR
‘over the past few years where it is now recognized that your
- ‘economic rate of depreciation would. e greater durlng the
‘earlier years, dollar for dollar, even though your rate of -
production use of mach:.nery nn.gh’o be the same orver a 1ong
period of 'blme. - , R S y

THE: D.T.RECTOR° Along that 11ne, :Lf Wwe were. to star’o ou'b 7
‘with the same useful life rate, which in itself reflects the
- economic use of the property, if we were to’ start out with the
~ same rate of useful life we would find. that 150% declining -
. balance method, for example, would allow for a greater depre-
- clation during the 1n:|.t-1al years of use than a straight-line =
~ method of- depreclatlon, wouldn't we, which would in part,
~at least, take care of the objection you made regardlng the -
. greater ad valotem deprec:Lat:Lon during the earlier years of the
use of an asse'b. . v :

Second; In the matter of unlform proper‘oy assessmeqts:l e

Now, I have, then, a questlon ‘wh:.ch I would llke to R
address to the proponents of the net book value methode
The statute, as we know, sets up a presumpt:.on of the net -
- book value with the qualification.that the Director should
,'concern himself with i‘an:cness and equal:x.ty. Im para.phras- e
- ing and generalizing now. Now, fairmess and equality in -
. turn, I think we will all agree, means fairness and equali‘by
~ as between taxpayers similarly situated, That was a point. -
_that was made in the memorandum of the State Chamber of
Commerce and we believe that it was well made; namely, that

these terms in the statute, to provide for faa.r equal assesse
~ ments, must be read as if the word. "assessments" were followed =~ = -
by the phrase "as between taxpayers 1n s:Lm:x.lar cnrcumstances." et

P Now, mr ques’olon to the advocates of the ne'!: book value s

‘ A;method iss since it has been established that net book value = -
‘according to sound accounting prlnc:.ples would not necessarily - .

- wind up with the same. figure for all, even after making proper =
adaustment for the same useful 1ife to be used by taxpayers who =~

are going to use that’ asset to the same degree of use in in- '
“dustrial actlnty, how will we get equahty if we permit . P
~d1fferent taxpa.yers to ‘use d:.fferen’c. rates of deprec:Latlon? e

I want to repeat agaln the var:l.able useful life W:Lll
- be permissible to reflect the différences in the economic
" use of the assets. But assum:.ng that we have. a]ready per=
. mitted the ’caxpa:y’er 1o set. up -a useful life that is con= "
 sistent with his experience in the use of that asset, ‘how EFN
- do we get equality between taxpayers s1m11ar1y situated :L.f ST
we. perm:n.t differnt. taxpayers to use, one a straa.gh’o-llne
- method, another one a'200% declining balance method, an= f._j L
- . other one a smn—of-the—dlglts me bhod" Lo il :

1Aclv:Lsory Commlttee on’ Assessment Practlces, _December 7 . 1960 -":f o
bp 51-52’ 55 61' EREN R T T R T S



P
PR 1 - .
2 el




~35=

MR, TEBBENS: T thlnk it is a little presumptuous on
my part to try and answer that question because obviously
it is a very difficult one to answer, I think thatis why
it has puuzled us all rlghb alonga o ’

I think, though, that when you use the term."equallty"
you are using it in a quantltatlve sense.

THE DIRECTOR: No, I said equality for taxpayers sime
ilarly situatede : :

IR, TEBBENS: That's right, and I still say I think the
term is being applied in a quantitative sense, Actually, T
think there is equality from the point of view of principley
in that all taxpayers may adjust their books to take advantage '
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 straighteline method on his books, and
it is in anticipation of that difficulty that it was my
suggestion that we use book value or Federal Tncome Tax
values, period, because’ I think on that basis we can get
equality and uniformity, But just confining our thoughts
to whether book value would result in equallty5 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 meking 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 btaxpayer 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 valae thatts better than the person whots working

One thing that hasn®t been talked sbout very much, éxe
cept I say it3 we are also forced to try to be practicals I
have never said, and I don't think any of the net book value
advocates have said that this is a perfect taxable value
answer, because that just isn®t availsble, And I can®t think

of any of these systems that can be proved to come up with a * -

better taxable value than net book value, which 1s certaln;y
a practlcal method to use,

We talk about the dlfflcultaes of taxpayers complylnga
I can't help but think of the difficulty of some 567 taxing
districts complylng with what a tax assessor should do as
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compared with wnat the taxpayers should do, TWe are go-
ing to come up with some regulatlons 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 comply. And in turn, 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 asuditing, the easiest
figure to look at is the general ledger, where you are go=-
ing to find net book value,

Now, I do not think that the outsider, which is where
we are getting, can determine a better value and I do not
think that uniformity necessarily determines what should be
the taxable value, I know that Duane telked about uniformitys,
but itts 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 some
certain system because that can be defeated on an equity basis
Just as much as the net book value that we have advocateds

MR. SYMONS: Repeat the question again, please.
MR, BROWN: You can see Jim and I‘areh't together,
THE DIRECTOR:» Do you mean that sefiously?

MR. SYMONS: Yes,

THE DIRECTOR: I will try to-repeat the question, Assune
ing that we have two taxpayers who were both using sound accounte
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 pesrmitted them to establish the same useful
life, 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 requirve-
ment for equality of taxpayers similarly situated, because they
have been similarly situated uvp to the time that they got to
what is a mere arlthmetlcal computation?

MR. SYMONS: TWell, the way is question is put would indi-
cate that you have two firms, same asset, different lives, I
assume in the same industry, producing the same commoditye

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 livess

MRo SYMONS: Two firms with the same asset, same machinery,
the same lives, I assume the same industry,






w37 -
THE DIRECTOR: Yes, |

MR. SYMONS: Producing the same product,. and yet one
chooses to use one method of depr601at10n—~

THE DIRECTOR: One rate,
MR, SYMONS: One ratee
THE DIRECTOR: Or the same method, I wouldn®t care.

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

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 equallty would be a very special case.

More than 1ikely 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'ld also need a new machine,

Bub 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. Thatls why I asked the guestion be repeated.

Over and against that the alternative seems to be to take
all such assets of all taxpayers, no matter what the use is,
the purpose, and impose on them arbitrarily one method of de=
preciation. Nowy I would maintain the 1nequa11ty'1n that case ==

THE DIRECTOR: With a wvariable useful 1ifes

MR, 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 might find,

THE DIRECTOR: Could you tell us why that would bring
about - greater inequality?

MR, STMONS: Because you are then treating them as if
they were similarlyesituated taxpayers, who are nota

THE DIRECTCR: Arentt they similarly situated when they
establish the same useful 1ife? 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 invesiment?






MR, SYMONS: No, T don‘t agree,

THE DIRECTORS I'm.not advocating anyth“ng at all, I'm
trying to get into the record some of the reasoning which Itm
sure led to the advocacy of the net book value, The record
‘does not have that reasoning in it abt present and I think it
would be very important to get that reasoning into the records

MR, SYMONS: Mr. Fitzpatrick placed the emphasis in “the
Federal action on the sociological reason of encouraging the
renewal of equipment and a rapid disposing of it, I read care=
fully the hearings in connection with the 1954 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 but, rather, to become
more realistic about what is really happening vo business
machinery and equipment, In fact, the reports of the Congressional
committees points out that very thing as their conclusione

The Senate report said:

"The liberalized declining balance method" ewmeaning the
double declining balance method=etincluded in the bill cone
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 straight=line rate and based on a realistic
estimate of useful life, the proposed system conforms to sound
accounting principlesgt

Also the House Committee Reports

"The method of allocating depreciation allowances to the
years of use in also a matter of judgment., In meny 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 obsolescence."

No one would disagree with the statement that obsolescence
is not the same for all kinds of equipment in the hands of all
taxpayers for all uses in the production of all productsS, And
if the depreciation is not the same regardless of useful life
then it is not treatlng those similarly situated in the same
manner s

_ THE DIRECTOR: Isn't the establishment of useful life de=.
pendent upon obsolescence, the Judgment of management as to
obsolescence? _

MR, 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 DIRECTOR: That to an e'itent is unpred:.ctable 3 but
- not necessarily related to whether you use a 200% - declining
balance method or a straight-line method. When you set up
‘a particular useful life, management presumably uses. :Lts
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 expira=-
tion of the useful life, but that doesn't necessarily have
to do mth the rate of deprec:_atlon, does 1t? =

: MR. SYNONS- When you say you can't gaze 1nto a crystal
ball, that is not the actual case because the businessman who

: determlnes 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 partlcular equipment that he is going to buy. :

_ What you are substltutlng in place of that is a crystal
ball for this group to find the one ‘magic method of depreciation
that will cover all industries s all assets and all products.

(d) The De cision

The 1ack of agreement ‘concerning appropriate ’regulations /concernin‘g S

depreciation methods F; and the amount of heat generated by the depreclatlon

“ debate (see Appendlx ’_ ) placed ‘the Director of Taxatlon in the pos:Lt:Lon |

of having to promulgate a regulatlon whlch had l:.ttle chance'of general Ll
acceptance. Aga:mst th:.s background, :Lt became necessary to develop the
regulatlon whlch ofi‘ered the greatest prom:.se ‘of adm:.nlstratlve feasz.bll:x.ty |
oons:n.stent w:Lth the requ:.rements of Chapter 51 as it was adopted by the

4

Leglslature.

~

The regulatlon wh:.ch was promulgated was based upon acceptance of .

deprec:l_atlon charges as reported by taxpayers for Federal Income @ax pur-

- poses w:Lth a minimum of adgustments to exclude accelerated and extra f:.rst

year depreclat:_on charges and to reflect the statutory minimm value of

20 per cent of or:Lg:Lnal cost for propert:.es deprec:l_ated below that 1eve1@

ThZLS regulatlon appears as follows.

, Except as may be othermse prov1ded by regulat:.on, net
book value for the various items of depreciable property re=
ferred. to in Reg. .100 (A) shall be the depreciated value of
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such property as reported to the Internal Revenue Service

for TFederal Income Tax purposes in accordance with the
Internal Revenue Code of 1954 and the rules and regulations
promulgated thereunder, in effect on Jamary 1, 1961, for

the last complete reporting year immediately precedlng 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 come
plete reporting year and prior to the listing date, the netb
book value to be reported hereunder shall be determined in the
same wanner 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 listing 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 his first return for Federal
Income Tax purposes, 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, S, Treasury Department,
Bureau of Internal Revenue Bulletin "F",

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

(e) Adjustment of Listing Date

Not all of the problems associated with "book value">assessmént of
depreciablgsbuéiness-personal property were concerned with methods of de~
reciation, Chapter 51 establiShéd January lét as the‘listingbdate when

the value of taxable property was to be reported; This‘requirement was
no problem for téxpayers who kept their books and reported for Federal
Inpome.%axes>on'a calendar year basis; But the minoriﬁy of busiﬁess tax;
payers,usimg other fiscal yearé.couldbnot compiy*with the law by simply
reportlng the unadJusted book values ngen for. Federal Income taxess Al=

though the Dlrector of Taxatlon was urged to prov1de by'regulatlon that
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that such taxpayers could use thelr year end bock values even when thls’~
meant a dev1atlon form January lbt llstlng date, he. had no- alternatlve ,f:'
';bub;tc requlre-adgustment of the llstlng date. The regulataons Were so0
d"rawn.‘v (Reg. 16z 12-2 240 and Reg. 16:12-2 1ho) | '\

"”;(f) Croup or: Comp031te Accounts :

The prov131on of Chapter Sl permlttlng the Dlrector of Taxatlon to‘;
;?prV1de fcr "averaglng 1n a group or comp031te accounts 1n the case of

a taxpayer holdlng 1tems of llke property in more ‘than 1 taxang dlstrlct
,where 1t 1s determlned by (hlm) that 1t is 1mpractlcal to report w1th |

,_respect to each 1tem separately" (Sh h-2 29) was the basis for various

1*fiisuggestlons +0 modlfy the reqnlrement for reportlng book values of prop- e

' arty in each local tax1ng dlstrlct. Leglslatlve commlttee deliberatlons
 before the adoptlon of Chapter 51 1ndlcated that thls prov181on was ine
'”ltended to facllltate reportlng for taxpayers malntalnlng comp031te accounts .

;of propertles capable of valuatlon on an average or unlt ba31s., Examples 'c_“

'.of such propertles are telephone poles, vendlng machlnes and service statlon;_v‘a;f

' ‘ctgauollne pumps. The regulatlons promulgated by the Jarector 1ncluded

the follow1ng prov181on°

_ A taxpayer holdlng 1tems of like property in more than
one taxing district is not permitted to report net book value on
. the basis of. average valuations of such property in group or
E— comp081te accounts. except when it is determined by the Director
- of the Division of Taxation upon application first made to
 him by the taxpayer, that it is impractical fo’ ‘the taxpayers to
,report separately w1th respect to each items -

_ Where a taxpayer de51res to obtain authorlty to report
" net book value on the basis of average valuations in group
or composite: accounts, he shall make written application to
..~ the Director, in dupllcate, and. such appllcatlon shall conp.'
o taln the follow1ng. ,

'5;1;5 A detalled descrlptlon of the items of llke property
e 1nvolved N






- t’“n.2,; 'A l:.st of the tax:u.ng dlstrlcts in whlch such n.tems
2 o:f;‘ 11ke property are located. v

3. :;;A statement of the manner in which the valua’olons of ,
. such items are reflected in the taxpayer's books of AR
};faccounts for Federal Income Tax p’urposes. -

’l‘;..‘. A sta'temenrh setting for‘bh in full the reasons why the
- -taxpayer contends that it is Ampractical to repor‘b -
W:Lth respect to each 1tem separately. ;

g, ,»An explanatlon of the averaglng method 'bhat the tax-
S _.::payer proposes to uses . - . e '

6o . Any o’rher pertlnent 1nformation that- may be helpful ‘
- to the Director in determining that it is impractical
- for the taxpayer ¢ “report with respect to each item -
: _separately and that the averaging method tha'b the
- ‘baxpayer proposes to use will adequately reflect the .
/_.j‘_valuatlons of the items of property :anolved. . '

Bes:.des prov:.d:n_ng for average valuatlons based on- group or com--

“_'tposite accounts, th:Ls regula’olon became the bas:Ls for develop:n.ng average

e or uni% values for standardized prrisy on an indus‘brymmde baszs. In

o -.'bhe 1nterest of um.form valuat:l.on of such property, the motor fuel 1ndustry

. : :Lmtiated a request to develop unlt. values for gasollne serv:.ce stat:.on

;;.equlpmen‘b based on thelr compos:l.te book values. Th:Ls request was granted

: ;;‘f,by the D:s.rector and unrb values Were developed in consultatlon mth

' '"‘r:represerrbatlves of the 1ndust.ry and the Assoc:n.atlon oi‘ Mun:l.c:l.pal Assessors. :

At. the t:t.me the eifectn.ve da"oe ezf.‘ Chap’her Sl was pcst.poned, d:.scus-lff..-}f,

L ;*'s:LOﬂS to esta'blishs a sn.mlar system of um.t values were m ‘sprogress mth the ‘

‘-'_New Jersey Bell Telephone Company and - m‘bh representatlves of ‘bhe bowllng

: 1nduspry. . Other reques’c.s for such rul:.ngs are expected t.o be processed e

L before Chapter Sl takes effec‘b. S

(h) Busa.ness Inven‘borles e

The most challengmg problem related to busmess 1nventor1es con- i -

cerned the dlst:mct:_on between taxable and exempt :|.nventor1es. There»'was

’,‘»_.;»cons:.derable confusion about the def:mit:.on of “raw ma'berlals and suppl:.es“






' speclflcally exempted by Chapter Slg, -Thus',iv in add:Lt:s.on to'f the‘ obvi‘ous :
ub;]ects of regulatlon and reportlng wn_th regard to 1nventory valuatlon
and averaglng methods s it became necessary to develop sultable deflnltlons"
of “raw materlals and suppl:n.es" and to establlsh an adequate method: for
exclud:n.ng them from average inventorles as reported by taxpayers. E

(a) Raw materlals and suppl:l.es .

f "Raw materlals" and "suppl:.es“ are primar:.ly accountlng terms whlch

‘have meaning only in terms of the operation of spec:.flc bus:v.nesses, This DR

means that no def:mlt:_on in. terms “of- 1tem:|.zed hsts oi' commodltles or goods

‘ can satisfy the requlrements of the exempt:n.on prov:Lded in Chapter 51.

Comnod:.tles which are- fn.m.shed products i‘or one:. 1ndustry or busmess may

well become raw. materlals or supplles for another. The dlst:u.nctlon depends

on the po:Lnt at which the productlve process for each :m.dustry beg:ms and ,' '

7 ,how tne commodities are to be used., Regulatlons promulgated by the D:Lrector
‘of la&atlon contalned the follcmng deflnltlons (Regulatlon 162 12-2 180)

As  RAW MATER_ALS- Raw materials means goods purchased
~ for use as an ingredient or component part of an
- operation to be performed by the reportlng taxpayers
and on which taxpayer has performed no work or process-
ing of any kind, Merchandise which is finished goods
-~ for one company may be raw materials for another,
Thus for one company the “raw material may be raw
- eobton; for another company, the "raw material® may be
woven cloth, Raw materials lose their exempt status.
as soon as they become work in process., "Raw materlals"
.. become work in process as. soon as the initial step 1s
~taken to enter them :Lnto the manufacturlng Processs

Bo SUPPLIES* Supplies represent aux:Lllary commodltles R
~which do not .enter dlrectly into finished products .
_ bub which are necessary to the taxpayerts operatlon e
- and production, Office supplles - 1ubr:|.cat1ng oils,
and packing ‘and sh:.pplng supplies and common types o
Vof‘ supplies which may. represent such aaclllary com-' -
v mod::.t:l.es when not held for sale, ,
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Although the concepts underlylng 'thls def.lm.tlon commanded general
agreement among members of the Adv:.sory Comm:rttee on Assessment Prac’o:-.ces,
thelr transla‘b:l.on 1nto a Workable s’candard was not as s:unple ‘s.s that
agreemen‘b Would indicate, I'or example, dei‘:tm.ng raw mater:.als 1n ‘berms =
. of the opera'blcns of each taxpayer rs.:q.sed quest::.ons concern:mg unl::.ke taxb |
' vtreatment between materlals transferred from one plan't s O one operstlon,
'to another w1th1n a s:mgle 1ntegrated company and s1m11ar materials pur- : ’"
"chased by the same taxpayer s or by another tm@ayer, from an outs:Lde o

suppller. In 'bhe flrst 1nstance s the materlals were class:.i‘led as "gocds

, in process" and were therefore 'baxable 'bo the business whlch had performed " PR

o {work or prccessmg upon them. In the second instance, the purchased

o ms:ber:.als were clear],,r “raw ma’cerials" because 'bhe taxpayer bu31ness had.

“perfor’med" no work or process:.ng of any k:Lnd" upon them, The suggestlon o

- ":'that ‘bhls de:f.’lm.’c:.on of raw materlals be a.ppl:e.ed to operatlons w:.th:_n each .~i i

'manufactumng or processmg plant, as contrasted W:Lth each bus:x.ness entlty'a: L

<

,‘was reaected as somethlng Whlch Was both contrary to the 1aw and mpract:.cal o
 to adminlster. o | . R T
. )

Wh:.le any bus:u.ness t.axpayer could use supplles 1n 'bhe course of :Hss

- a.ct:w::by, the Dlrector 'book the pos:l.'blon that only manufacturers and pro-» o

- cessors could have 1nventor1es of raw matemals, Th'LS ralsed quest:.ons aboutfj o

) 'the deflnl'blon of "manufacturers and processors" and abou‘b 1nven'bor1es of.‘
‘v materlals malntalned by taxpayers engaged :m t.rsdes and services mvolvmg
: such actlv:.tles as :mstallatlon, cuttmg s .f'l'btlng s assemblyln etc. : kX
:Dealers in 1umber snd sn.milar products :ms:Lsted tha'b the:n.r 1nventomes Were S

exempt because they were sold as "raw mater:.als" for productlon or process- e
1ng. I'b Was easy enough to expla:.n 'bha'b the prcce.as:mg had 't.o be done by

,‘_,the taxpayer cla:.m:.ng the exemptlon, but :Lt Was not so easy to draw the 11ne E
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"between processors and serv1ce bu81nesses‘ in cases where some change in

»:the produot was made by the seller, 'Whlle general rules were developed, 1t f

'.'became obv1ous that some of the questlons ralsed'would need to be con51deredj: .

1nd1v1dually and that complete unlformlty of deflnltlon would probably never ﬁlf;“

be achleved in all local tax1ng dlstrlcts and for all taxpayers. rsfi“f o

() Net Book Value 7
| | Con51stent with the acceptance of net book value of depre01able personal
property as reported for Federal Income Tax purposes, the regulations deflne R
- net bock value of bu31ness 1nventor1es as (1) the cost or (2) the lower of ».
'cost or market, whlchever the taxpayer reports for Federal Income Tax pur- ?
fposes (Regulation 16 11242,220) ST B
Although it 1s common for manufacturers and processors to accumulate.
productlon 1ahor and overhead expenses as part of thelr 1nventory costs,
this accumulatlon is not always tlmed s0° that 1t appears in. the valuatlon
‘of goods 1n process before they become flnlshed, or seml-flnlshed goods.';"
So that all taxpayers engaged in manufacturlng and proce851ng may'be '
'vtreated allke, the regulatlons prov1de especlally that- »

- In the ‘case of manufacturers and processors, the value of i
inventories shall include accumulated productlon labor and burden ..
of overhead expenses 1ncurred by the taxpayer in the production -
process applicable to the goods as they exist at the tlme of each o

reportlng perlod used as a ba31s for: averaglng.

: (c) Averaglng of Inventorles

To help taxpayers submit the average 1nventory reports requlred by
Chapter 51 (5Lt h~2.30) w1th mlnlmal compllance costs, the regulatlons were
 drawm to permit quarterly rather than monthly averages._ But where hev ,‘f
con81ders it necessary in order to represent the average value “falrly dr
accurately," the local assessor may requlre more frequent reportlng. Also,_
- the taxpayer may report more frequently if he wants to.‘ ‘The method fdr )

determlnlng average 1nventory values is descrlbed as follows~






P In repor'blng average quarterly ln.stmgs 9 t.he amoun'b on. .
- -’r.hand ‘at the end. of each quarter shall be separately redorded
“and the" total of the four such values reduced to an .average. SR
by dividing b'y ‘four., In the event a more frequent. listing is used, AR
o, such list:.ng shall include values as of ‘each date reflected S
- and the total of all such values shall be reduced to- -an average
by d1v1d1ng by the number of such dates.

o In case’ ‘the taxpayer has not been engaged in bus:mess in-
. %he tax:mg district during the full period of twelwe months o
':__vprecedlng the listing date, he shall report the values on hand
~ at the end of each*month, or other specified day during the: month, L
“ .in which he has been so- engaged in business in the district and -
-~ divide the sum by the number of months the taxpayer was engaged
in business in the tax:.ng dlstr:_ct durlng such per:Lod. PO

T EXAMPIE: Taxpayer commenced bus:n.ness as a manui‘acturer o R
“in Wy tax:mg district on July 1, 1960, - To ascertain the = J
average value of his inventory to be reported as of the list= .. )

. ing date:of January 1, 1961, he would add the values at the
end of each month, or other specified day during the monthy

_';remalnlng dn- the calendar year 1960 and d:Lv:Lde the total by 6

'ﬂ'_The regula’c.:.on sought to further m1n1m1ze compllance costs by 1e’ot1ng
taxpayers who malnta:.n no 1nventory accoun'bs estlmate then_r 1nventory values
to reach an average. Sample computatlons were prov1ded to 111ustrate '
th:.s me’chod‘ | ”

Where perpetual :anentor:_es are not ma:.ntalned or where o
Sy the taxpayer does not maintain adequate records for the deter= =
. mination of periodic 1nventory values, the ‘estimated values for ‘

the end of each period to be reflected within the average may _
- be determlned by use of the "percentage of gross proflt method."
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APPENDIX - TABLE II _ L
el . Average Inventories - Percentage of Gross Proflt Method
.Sample computation to illustrate a quarterly method of averaglng a merchandise 1nventory
SR L S THE ABC CORPORATION - v
Inventory Schedule

L e e W e e

~ . Net . . Net SEIes Kt~ Uross Estimated 505 o MEte ‘
~Purchases ~  Sales . Cost - Quarterly - In a Public Quarterly Inventory
S 69,60 Inventory . - . Warehouse  (Total Col.5-Total Cole
: Inventory L "
.‘1-1-60 _ L o  ($L7,050) ’ . - . ; o .
Jans, 1 = Mary 31 - $6,043 $20,092 : $11 963 $hl,130f» - $600 S $L0,530
- Apre 1 = June 30 - 3,731 1,216 : 8 Jhés 36,396 .. . 1,000 . 353396 :
v dule 1 - Septe30 . 3,893 94995 5,951 3h,338,; e 1,000- e EL 33,338
o Octsl =Dege 31 2,08 9,40 5,621 30,800 o 500 - . - 30,301
__Total — _ BI5,75T TE3703 %32 000 TI.668 §500 i %139,565 |
__pverage lmventory —~ — T (’$139,505 dAvided by 1) — 9 3L;,691.‘ - ' R "
- Inventory 1~1~60 ' 07,050 . :
~Plus: Purchases 1960 = - * 15,751 “ a$62 801 ;
Less: Inventory 12«31-60 - . 30,801 -

Cost Of GOOdS Sold oocooootoooeooocoooooooaooo-oonao.coa--a-oc-oopo $ 32 OOO
| Cost of Sales (%32,000) divided by Net Sales C$53,7h3) = anecercces 59 5h7

f_.It is usually a simple matter to. estlmate quarterly 1nventor1es from the Purchases and Sales of a retall dealer. The _

- initial inventory (¢u7,050) plus the total Jamary 1 thru March 31 net purchases ($6,0L3) less the January 1 thru March

~ 31 net sales reduced to cost ($11,963) establishes the inventory on hand March 31 (&ﬁl 130),  The March 31 inventory
($41,130) plus net purchases April thru June ($3,731) less net sales reduced to cost (@8 1465) ‘establishes the inventory
of June BQ. Such procedure contlnued throughout the year should give a result. very close to the end of the year flgure

* Purchases and sales used in this computation should be net.. Purchases should 1nclude Frelght-In and exclude Discount
earned and Purchases returned and allowances. Sales should be exclusive of Sales returns and Allowances and dlscount

Fexpense (if any). :
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R 3 - APPENDIX: = TABLE III ) _ _
R » Average Inventories - Percentage of Gross Profits Method . .= . . .
;»SampleuCONPutation to'illustrate a quarterly method of averaging a manufacturer's inventory

THE XYZ CORPORATION o T -
TR I S ~ , B Inventory Sphedulev. | : e - o Y,A  , P
(S C ) B ¢ NURRN ¢ ) BN {1 IR ¢ N () SRR ) MG ¢:) M (9) (100 (1)

Goods  Net Est.
R ‘ o S w . .Stored Inve
Total" . ' - in'a  (Col,8~

Net . = Labor o . Cost of Gross - Exempt ~ Public The Sum.
G Pur- ~ Burden & Net . Sales Quarterly Raw mate-  Ware- of Col.9
R ? _Labor _Burden . chases  Purchases _Sales  88,6% Inventories. rials  house  +C0l.10)
~ooInventory 1-1-60° .. ($17L,276) o o o R S R T
oo Jandl~Mar.3L  $ 8,ldL  $16,819 §39,279 $6L,512 - $19,173 $16,987  $221,801 $6,000 - $3,000
Apr,l-June 30 . _ 13,656 27,315 60,583 101,55} . 37,586 33,301 290,054 2,000 3,000
. July 1-Sept.30 12,691 25,388 25,791 © 63,870 176,705 ‘156,561 197,363 6,000 3,000
. Octyl-Dec,3l 12,298 24,599 - 38,L60 = 75,357 112,037 99,26L ~ 173,L56 1,000 __.3,000 - :
Total 907,059 $9L,121 $16L,113 $305,293  $30L5,5018300,113 _ $802,67L ___ $18,000 _ $12,000 852 41,
- Average Inventory ~~ = ($852,07h divided by L) . - - L R S o S
- Inventory 1~1-60: - o $17L,276° L aee D o ' S
- :Labor,Burden & Purchases1960§$305,293 . , -~ $U79,569

" Less: Inventory 12-31-60 v _ - $173,h56 R I
» . Cos.t of. GOOdS SOld. - eserdon [ o"oft - . q Vn'u:c ] ot c c.‘o ."“aov ade t"l LN ] '.o‘l n"‘c to vee [ ] ;o'- L ] ,c‘o‘.a R .o$306’113 ‘
~ Cost, of Sales ($306,113) divided by Net Sales ($3L5,501)= sesescacsesccevneccces 88,68

» ﬁ;;T5ié computation of a manufacturer!s inﬁehtofy-invdlves’the‘inclusion of-all'faétory o5t and purchases into total quarterly
accounts. The initial inventory ($17L,276) plus the total January 1 through March 31 labor, burden and purchases ($6l,512)

- - less the January 1 through March 31 Sales at cost ($16,987) establishes the Inventory on hand March 31 invemtory ($221,801)
-.: plus the total April, May and June labor, burden and purchases ($101,554) less the April, May and June Net Sales at cost
W($33,301)_establishes an Inventory on Hand June 30, This same procedure continues throughout the year, e

‘Purchases should be NET including in-bound transportation charges and excluding discounts earned, purchases returned and
~allowances. Such items should be deducted from the total purchases in the quarter that the transactions are made, Labor
‘includes all direct labor and such indirect or administrative wages, salaries, and personal expense as are properly allo-
cated to the factory, such as for superintendence, rate, purchasing, cost, time and receiving departments, janitors and
store keepers. Burden should in¢lude repairs to equipment and factory buildings, light, heat and power, depreciation,
taxes, rent, insurance, leases on machinery 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, : |

i






@ y Ot.her Regu]ations |

It is not the purpose here t.o rev:.ew all regulat:.ons 1ssued by the
"Director of Taxatz.on m compl:.ance w:.th requ:arements of Chapter 51. ‘l'he
. comple'be Regulations, 1ssued on January l, 1961, a;‘e contalned :m Appendlx L

°

‘ ”D. Tax Rehu:m Forms

The taxpayer ret.urn form PPT-l developed for use by busmess personal
3,'property taxpayers in compl:.ance mth Chapter 51 became the focal po:mt for |
most o:f:‘ the crltlclsm of both the Act :1.'bse1f and t-he tax changes :.t sought

%o accompl:t.sh. Prmted on two s:u.des of a s:.ngle page (see PP ) i. th:.s

~ was a form contalmng six schedules as follows? |

‘Schedule A - General n.nforma'hi;am This schedule asked for the name and N
- address of the taxpeyer, his accounking offiece, the nature
‘of his business, and the address of . anzy real esbate owned o
- within the taxing d;s'bric‘b. .

-Schedule B = Smmnary of personal property, As its name implies, th:.s L

. gehedule was nothing more than a place to bring together e
for the convenience of the taxpayer ‘and the assessor
personal property values recorded in o’oher schedules.

Schedule C = Busmess ~1nventor1es_. Th:Ls schedule provided space for SR

'  recording monthly or quarterly inventory valuations enter=
- ing inte the average value used to determine the taxable =

value, Extra columns were provided for recording and
‘deduction of valuations of exempt inventories. of raw . :

- materials and supplies and goods stored:m a puhlic ware= ’

house. L o .

Schedule D = Cost of gOOds 'Soldo This schedule ‘applied only to
' ~ manufacturers and processors. Itssole purpose was to
- provide for orderly recording of inventory: valuat:.ons
 as they flow from the exempt category of raw materials
. to the taxable categories of goods in process and finished -
. goods and accumulate value by ‘the add:.t:.on of "labor -and
L overhead.“ Lo

"~ Schedule E = Deprec:.able personal property. Th:.s schedule was in the o
o nature of a worksheet upon which to record adjustments in -

. net book ‘value required by Chapter 51 for (1) bringing
. "figeal year" book values to the January lst listing date
and (2) bringing all ‘property depreciatedto less than 20%
. of ‘cost back to this minimum value, It also 1nc1uded ‘
~'space to record exclusions by regulation of the Director -

" of Taxation of (1) additional first year depreciation

- ‘taken under Seetion 179 of the Intezrel Revenue Code a.nd
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- ,the criticism 1t later drew the return Was acclaimed as more simple than

o a minimum of :mformation consistent m.th the requirements of the 1aw it

o the 1aw authormed such procedures was in the process of being resolved.

(2) accelerated depreciation taken under Sect:.on 168 of
Internal Revenue Codeo ' . . P

Schedule F - Personal Property not owned by taxpayer. This was an
informational schedule for reporting tangible ‘business -
: personal property in possession of taxpayer, but owned

by and presumably taxable to s Ssomeone else.

| Thls taxpayer return form was developed 11'1 consultation w:x.th represent.. Ve

f..'atives of the New Jersey Society of Certified Public Accountants s and it was :

| rev:l.ewed by the Adv1sory Committee on Assessment Practices. In contrast to“’v o

s1m11ar forms used 1n other states. The consensus was that it required

o was designed to implement. oo

The most serious criticism of Form PPT-l concerned the special problems:; ' :: e

" v ,_of small bus:Lness and farmers. At the time- the ei‘fective date of" Chapter ”;l
| 'was postponed by the Legu.slature s the Divismn oi‘ Taxation was meet:mg 1
| ;FWZL'th The New Jersey Farm Bureau and the State Grange to develop special ._

:-rules and a special return form for farmers. Also, a short form had been v

;o developed for businesses report:n.ng inventory valuations not exceed:.ng 3310, )00

, and/or depreoiable personal property valuations (at cost) not in excess of "

o $10,000. ] Th:Ls procddure for small bus:u.ness, however, 1nvolved some short- -

'cuts not ent:.rely cons:.stent mth Chapter 51, and the question of whether S

E. Educatlonal Program

: The effectiveness o.f even the best of tax regulations and return forms —

va

- depends on the understanding m.th which they are appl:LedQ. Bes1des

vz

| actually preparing such materials s it” is necessary to :Lnform both taxpayer: . !
and local assessors of the new requirements and their respons:Lbilities |

under them. Because time Was short and personnel 11m1ted, :|.t was. necessarvl

- for- the same people to advance on both of these fronts at once. The follow '

| ing brief rev:Lew of some of those activ:.ties suggests th,at 1:£‘ taxpayers L :'j-‘" "
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and assessors Wwere um.nfomed abou'b Chapter 51, it. was not due to a lack '
of ei'fort to expose them to- 1nformat10n about :uw k

(1) Orientat:n.on Program for Assessors

Whlle the return form and the Rules and Regulatlons were belng de‘veloped
to mplemen'b Chapter 51, plans were also made to prov:.de an educa’bional
.program :t‘or assessors.. This program was orgam.zed and dz.rected by the |
}\Local Property Tax Bareau sind was deslgned ’oo

(2) Famlllarize assessors and assessors-elect with all aspects
- of the new 1egislaticm¢

( b) Review and def:Lne their increased regponsibilities.

( ¢) Present. and explain the Rules and Regulations and the
requlrements of the return forms.

rvA’ staff of 1k ’instructors and four alternates was 'selec,ted to receive -
speezLalized tralmng at four 1ntens:.ve bmef:.ng sessions, The members of

this group were 3

F, Edward B:Lertuempfel, Jr, s Superv:n.smg F&.eld Representatlve 2
‘ - Local Property Tax Bureau

: Alvm E. Bills » Jr., Supernsmg Field Representatlve s
Local Property Tax Bureau

x0wen J, Carney, Senlor Field Represen’ca‘tlve,
Local Property Tax Bureau

Clai'ence Ne Delgado, CAE; Assessor s Village of Ridgewood

James Le - Faber, Supervising Field Representative‘,
- Local Property Tax Burean

¥0rville W. Freeman, Assessment Evaluator _
Local Property Ta.x Bureau '

Albert Re Gal;.k, Assessor, City of Passa.lc

Alfreci de Greene, Jr., MAT; 3 President, Association of Munlclpa,l
' Assessors of New Jersey, AsseSSor, (’h.ty of

Clifton
Marmott Go Halnes s CAE} Vice Pres:Ldent., Assoclation of Munlclpal
Assessors of New Jersey, Assessor, C:Lty of
Vineland

#Mlen F, 'Haf'b ’ Stete ’Si;perv_isor, ‘Local Property »Tax Bureau
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..52..

e Robert S. Johnston, Pr:.ncipal F:Leld Representat:.ve, :
S Locsl Property Tax Bureau :

Daniel P. K:Lely, Jre, Vice: Pres:.dent, Association of Munic:.pal Assessors v
' ’ of New Jersey; Assessor, G:Lty of Pla:mfield -

7 Edward P. Markomch, Assessor, Township of Cranford »
‘,Thomas J . McGann, Legal AnaJ,yst, Local Property Tax Bureau

: *James E. P:Lerson, Ass:Lstarxb State Supemsor, s T '
o . - Local Property Tax Bureau S

" Merle R. Sts Amour, CAE, Assessor, Borough of Falrlawn o

Dan:n.el W. Summers ’ Prlncipal Field Representative s
- Local Property Tax Bureau

Robert B, White, , Supervising Field Representat:.ve, |
. Local Property Tax Bureau '

‘ /'"“ % Alteruates

Each member of the ‘staff was given a cmnprehens:.ve Instructor‘s Guide
prepared by Dr. Ernest Ce Reock, Jr. ’ Director of the Bureau of Govemnerxt
"Research at Rutgers. Instruotors were d:w:l.ded into seven teams of ‘two |
men each, one assessor and one representatlve of Local Property Tax Bureau.
Each team handled three oount:Les. |

Arrangements for classroom facil:.t:.es and assessor attendance were made J:
through the County._ Tax Boards and County Assessors Association, Beginning |

early in’Fe‘oruary, three weekltho hour classes -were held in each of t'he, ,

- 21 countles. In elght counties the classes were concluded before the

author:.zed vers:.ons of the Rules and Regulations and the return form were
ava:.lable. In these counties a fourth class was comrened to rev:.ew these ’, |
sditions, A total of Tl meet:.ngs vas held, | |

' The two hour sessions were equally divided between a. 1ecture and a

¥ question and ‘answer period. ‘The lecture eons:.sted of read:mgs from the 1aw
and the rules and regulat:.ons interspersed W:Lth conments by the 1nstructors. :

Despite unusually severe weather condltions throughout much, o;E
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IR February and March, few assessors falled 'bo attend all three sessions. ,

'Local Properby Tax Bureau i‘:.eld representatives also attended the meet:.ngs :

L 'g_held in their ass:.gned count:.es.

All classes Were completed by Aprll 19. The detailed scheduie follows—

. —‘.':“"Marrlott e

. Camden

v ‘Bergen

 Mercer
~ Gloucester
 Cumberland

Ocean
_Momnouth. ‘

: Atlarrblc

: Middlesex
Somerse’o

Hunterdon :

'~ Warren
- Sussex
Morris
Union -
Essex

. Burlington

Passaic B

Hudson

Instruc’oons

““ation .

: James L. \ Paber

”Dani'el:_P.f:Kieiir.
o Robert,B’.,,White, .l

; - ot T ;_Mar.21,28 Apr.h
- ,;.‘Albert Galik o
' ‘F.E. Biertuempfel,nlr.

, Clarence N. Delgado
ol 'Daniel W. Snmmers x

" Al‘t‘red J. Greene, Jre.
Thomas J . McGann

Merie Sﬁ.. Amonr» o

: _Feb.28 Mar. alhg
) Apl‘.]&

o vMar.20,27, Apr._‘j

Alvin E, Bills, dr. |

Feb.6,13,20,Mar.13

o _-Mar.zl,za, Apr.h

| Peb.8, 15,22, Mar,22|
ROber'b S.;;Johnstqn :

Gape v

7=OO P.M, Salem .
8:00 P.M.
| 7330 PM,
7¢30 PoMa -

i Hackensack
i ;‘I‘renton

'Wogdbu:fy -
7:30 P,M, | Toms River -

Feb,7,14,21, Mar.Zl
'fFeb.ZB,Mar.7 1u

Feb.28, Maro7 1)4

‘ "‘Febn7’1h32lsM3ro- 'S M | >, R ‘
{20 e [ “'A‘blantic Clt.y
Feb.27, Mar.é 13 - | “New Brunswick

Feb.?,lh,Zl, Apr.h
’Marnz 9 16 : .
Mar023930’ Apr.6

,‘Flemington
{ Belvidere
| Newton

| ‘Morristom
‘Elizabeth
.Orange ,

PFebaT,14,21, Apr,12
| Feb.28, Mar,7,14 -

| Mount Holly“
1 Paterson/

: Feb.28’ Mﬁr.? 11"
: '_;Je:rsey City

, ,—vMar.21,28 s Apr.h

gmm;mam q@qagq¢

e
8
o
L]
=
e

i I

Camdent

:Bridgeéon- SR

: 'Somemlle = _'1". :
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B (2) iers _In-Service Traim.ng Course

. The Rutgers Bureau of Government Research and the Univers:.ty Extension '7 o

Dlvz.sion offer annual, fourteen week course for assessing offlcials, held

at various locat:o.ons throughout the state. , The courses are called Principles o

of Mun:.clpal Assess:mg I and II. Tra:med assessors :|.nstruct accordlng to a
syllabus developed from ten years experience mth the courses. |
In 1961 both courses were extended two weeks to -g:l,ve special a.tte‘ntion :

o to Chapter Sl, -

' (3) Rutgers Coni‘erence . i
. The Rutgers Bureau of Government Research and the Univers:.ty Extension -
D1v1s:Lon also sponsor an annual five day conference for assess:mg offic:.als

on the New Brunsmck campus. Intens1ve 1nstructn.on 1s offered at three

o "_levels of competence by a faculty of experlenced assessors s ass:.sted by

other tax officlals and guest speakers. The program normally focuses on
tax law real property appralsal techn:.que and assess:mg procedure. -

~ The 1960 conference program shlfted emphas:.s to prepare assessors to
'comply m.th Chapter 51, which had been s:.gned 1nto law by Governor Meyner ‘} ‘
'only f1ve days before the conference began. Approx:.mately half of the .
advanced program was devoted to assessment oi‘ personal property.

The emphas:l.s on Chapter 51 was to have been contlnued in the 1961 |

conference, But an elaboratel;\,r prepared program, scheduled for June 19
. ‘; :‘to‘ 23 s was abruptly set a31de when Chapter Sl was postponed on May h. ,
Crash measures were taken to shlft the program to fit a new. emergency-v—-mple- ,
fmentat:.on of Chapter 9, Laws of 1961, the sen:\.or cn.t:a.zen exempt:.on. Never-, |
itheless s attent:Lon was given to Chapter 51 in several sess:.ons. : |

N (4) League of Mum.clpal:\.tn.es Conference .

. Attention was focused on Chapter fSl at the New Jersey Ieague".of
--"Munlclpalit:.es annual conference, held November 15-18 s 1960 in Atlant:.c
- City. Assemblyman Elmer Matthews, an author of the b111, reuewed Chapter 51



:‘::}.‘\"3‘ e
* -

| gBOTIUNS st

L . B
o go. o, e ey gy 5 .
e quui“’”- SEAIIRE A ¥ S 33
. el L vt ot b PR
P LR S P T EAEES ST R
N ¥ B Sy SE s
‘ -, R N <
3 il n EaeA oy v vy B -
. + K S s
s - . :
e .-
: N ‘ i
% - - :
- o |
o ]
¢ - £
N P ‘
[ . 0 L W )
t B N -
id T % : X
L 18

PR ~
l
J B ST

: w7

£2 Madpds bewsvar (L0 odd

%

»



| _ ...55.._ v co
: _at one of the general SeSSZLOTIS of the conference. William K:.ngsley, acting

: D:Lrector o:t‘ Taxation reported on the progress of the Adv1sory Coxmn:.ttee on S

.Assessment Practice. , A panel discuss:n.on followed the two speeches. These :

. (January 1961).

discussions were reported :m the League Magaz:.ne, New Jersey Mun:i.cipaln.ties

i

At the same conference s before a session oi‘ the Association oi‘ Municipal_»»“

- ,'Assessors of New Jersey, Senators Gross:. and Dumont and Assemblyman Matthews ‘v

! presented nOur V:Lews of Ghapter Sln D:Lv:.sion of Taxation personnel E: art ici.. L
- pated 1n a panel dlscussion of the 1ega1 aspects and admmistration of L
v‘s_chapter 51. | | : ! L | | ‘

o Dur::.ng the consultmg per1°d on general mum.cipal topics s D:.v:u.s:i.on x
: :éersonnel acted as consultants on Chap'ber 51. L REE

- (5) Public Presentation b;r DiV1sion of Taxation '

‘ Besides partlcipating in orientatlon sess:.ons for assessors s perscnnel )
of the DlVlSlon of Taxation and memhe.rs of Advisory Comm:.ttee made 71 pre-

‘Sentations of Chap‘ter 51 material to various busmess, professlonal and t:v

- f _ publ:.c groups throughout the twenty-one counties.. Notable among these

'meet:mgs was the series of ten large meetings :m key locaticms arranged

" by the New Jersey Mamlfacturers Associat:n.on.






f "Sporisczf o R ' Nunber. of .Meet_ihg_s o
~ Association of Assessors S
- or municipal offiefals 26
N, J. Manufacturers Association - 10
' Chairiberg of Commerce 13

Bus'inéss'_ o_f Profeésiona’i 'vA‘ssocia‘bionvb .

© Service Clubs

s Womens_ Eepub‘lican Club

9
. 'Rﬁ‘bgerjs'. Mﬁnipipéi Oriéntat,ion- »‘Cvdni‘efénc‘e; a 1

o Publlc Meetings B _' o e - 5
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,(6) Press Releases o o '. | ,

In addition to releases glven to press representatives by the Division

) of Taxation, the Local Property Tax Bureau prepared :f.':.ve model press releases

o to be given by assessors to thelr local papers. These releases treated

'v'major aspects of Chapter 51 and were des:v.gned to promote taxpayer compliance._ '
Blank spaces 1n the releases permitted assessors to localize them. Local | |
use of the releases is. 111ustrated by the followmg art:n.cle from the April 6 o
,1961 1ssue o:E' a Gloucester County newspaper. It is s1milar to art:Lcles |
‘ that appeared throughout the state. ' |

ASSESSOR EXPLAINS PERSONAL PROPERTY
TAX RUIE FOR '62 ' :

"Borough Assessor, Merrill B. Boals s announced that R
_Chapter 51, Laws of 1960 establishes an accounting basis for the
~ ‘assessment of personal property used in business. In general, .
v personal property used in business will ‘be reported on the same
‘ ba31s employed for federal :anome tax purposes. -

, The 1nformation filed by busmessmen on the new PPT-l
- form, "Return of Tangible Personal Property Used in Business®
~ will provide the assessor with data which Wlll constitute the
"bas:Ls for the 1962 assessment. SR L

©.  TUnder the true value standard Boals stated no s:Lngle '
- method was used to determine the value of personal property for -
local tax purposes. Chapter 51, laws of 1960 is a step in N
. the right ‘direction toward the attainment of better assessment
“ pract:n.ces in the assessment of tang:u.ble personal property used
in bus:mess. : i

The two-page PPT-1 return form, in many respects, requires :
¥ _information similar to that called for on taxpayers' Federal
" Income Tax Return, Taxpayers are cautioned to read carefully

the interpretations and instructions which appear on the return
- form and accompamrmg instructions. I

: The law provides for a penalty of $2 per day for late
- filing plus additional penalties for returns filed more than
3 months after the due date; or for filing willfully false
or fraudulent returns, However, no penalties or interest .
charges for late £iling will be imposed with respect to any
return flled in the assessor's office on or before June 15, 1961. :

- Returns must be filed with the assessor o:t‘ each municipality
in wh:.ch taxable personal property used in business is located .

o even though the owner " may res:.de or have headquarters elsewhere. : (' | 'L‘






 <B8m
,. Local assessors are in tﬁe proce.ss of mail:..ng ‘the re-_, .
turn forms and instructions to all known businesses in their -
municipalities, Failure to receive these forms, however,

“does not relieve a taxpayer from the responsn.bllity of '
f:u.lmg. The return forms and in-t

The follomng art:n.cle taken from the Asbury Park Press issue of ‘ﬂarch 3y
1961, is an example of an art:l.cle based on a release from the D1v181on of
- Taxation,

STATE FIRMS GRANTED GRACE FOR RETURNS
- Press State House Bureau
TRENTON

' “State Tax Dlrector, William K:Lngsley announced today that
-all New Jersey firms will be given a L5~day grace period for the
- filing of tax returns coverlng tang:.ble bus:l.ness personal pro-
' perty. , v

_ He sald the deadline for fil:mg such returns has been exe :
- ‘tended from May 1 to June 15 and that no interest or penalties will
be charged 1f returns are filed on or before June 15. ‘

. The hS-day grace pern.od was provided for in regulations ,
filed today which set up the ground rules for 1mplementat:|.on
of the new 1ocal property tax assessment law. _

The new law, adopted last year, goes 1nto effect with the
1962 tax year, - LR _ an

List Provis:i.ons o

In general, 1t prov:Ldes for: My ‘ ‘ o

_ 1. Establishment of county-wide assessment ratios by the
respective county tax boards.

, 2o Establishment of an account:mg bas:.s for the assessment
o.f.‘ personal property used in businesss '

f " 3. Establishment of a “common-level“ as the ba31s for
assessment of tangible business ‘personalty, .

‘ L. Assessment of real property at full market value; bus:_ness
machinery and equipment at net book value; and assessment of -
farm machinery, farm inventories and bus1ness :anentorles at
one-fourth the level of real propertye = - ' '

5. Elimination of the tax on household property at the option -
of the governing body of each municipality., = o

: 6, Elimination of household property. evaluat:.ons for the
apport:.onment ‘of county government costs.

-~ = 7+ The equalization of personal property assessments among
tax:mg d::.strlcts for the apport:.onment of the counby tax burden,"®
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4 (7) Publlcatlons
‘ Beglnnlng 1n January s 1960 a total of 29 artlcles e coverning a11\ :
: aspects of Ghapter 51 and 1ts implementg,tlon, appeared 1n the "Local Property

: VTax Bureau \Iews" a monthly newsletter ma:.led to assessors, county tax o

~

e "board members s mayors and mun1c1pal clerks. An example from the February,

| _1961 :|.ssue follows :

RECENT DPVELOPMENTS IN IMPIEMENTING
CHAPTER 51, IAWS OF 11960
' Orlentatlon Courses :

"Sparked by the reallzatlon that new dutles and deadl:.nes e
are imminent, assessors and county tax board commissioners and =
secretaries are setting attendance records at the three-session

~ orientation courses for Chapter 51, lLaws of 1960, Each session
'~ consists of a thorough discussion of the regulat:l.ons s as well as
- a general questlon and answer per:l.od. ,

: As of th:Ls wrltlng, ‘the -sessions have ‘been completed in .
s v_fourteen counties and are-at present being condicted in Camden, v
- Essex, Gloucester, Hudson, Monmouth Somerset and Sussex Counties.

Percentage Levels Establ:.shed
e by County Boards

R Regulatlon 16: 12-1.150 :melementlng Chapter 51, Laws of 1960,
requires the county board of taxation to establish the percentage

- level of taxable value of real property on. or before April 1, 1961

. to he effectlve i'or ‘the tax year 1962.

: Regulatlon 16 12-1.170 speclf:.es that percentage levels s0 -
.. established "shall remain in full force and effect for a perlod
. of not less than three years and unt:Ll altered."

: Regulatlon 16: 12-1,180 prov:n.des that when a county return
- forms. have been issued in quantities sufficient to furnish each
taxpayer with a COpPY » The taxpayer is cautioned to read the
1nstruct:|.ons carefully before filling in the return. , ;!

Upon rece:Lpt of the- completed return forms s the assessor
should stamp the date thereon, and assign a separate code number
' for each tax return. Date stamps can be procured at a nominal coste

Assessors are again rem:mded of the fact that they should
stamp or otherwise imprint their name and address in the space
provided for on the return form, Where a mechanical method is
not employed, it is suggested that the assessor procure a rubber "y

: stamp for such purpose. B : S
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Forms for ‘I‘ax List and Dupl:.oate i -

. "The :E‘orm o:f: the tax llst and duplicate mll be substant:.ally o
‘changed by reason of the enactment of Chapter 51, Laws of 1960, .
‘Those distri¢ts which do not elect to repeal the tax on house= .

.~ hold personalty will also be required to prepare a separate L
- household personal property tax 1ist and dupllcate on a separate
'and newly precribed form. R , _
v An assessors' comm:.ttee has studied all aspects of the
problems relating to the development of these new forms and
has svubmitted its recommendations o the D:Lrector, Division of -
~ Taxation, The objective of the committee has been to devise
suitable forms for use in 21l counties. An important con51der- o
' ation has been the question of the adaptability of such forms '
_to ex:Lst:mg mechanical pr:.nt:mg and record:.ng dev:l.ces.
/‘
, Development and publlcatlon of these forms m.ll be made
at the earllest poss::.ble date. o _
Publ:Lc Relat:u.ons
R For the immediate future s all those engaged 1n assessment
administration will undoubtedly be faced with questions as to
_ specific 1nterpretations of the regulations, the meaning and
~effect of new percentage levels, the option to eliminate the
assessment on household personalty, and the new return form. ,"

It is :anortant ‘that all aspects o.f the new law ‘be ex- o
plamed to prospective taxpayers and their representatives.? o

- Several thousand copies of Chapter 51 :Ln booklet form were pr:.nted
and d:.str:.buted to assessors and county tax board members by the Looal
:Property Tax Bureau. The booklets served as a permanent reference souroe
“,for the assessors and as a text in the orientation courses. | |
Numerous bullet:ms and memoranda were mmeographed and distrlbuted
'.to assessors - over the 16 month "mplementata.on per:Lod" to keep them =
abreast o:E‘ developments . to serve as :Lnstruotional alds in the orlentat:.on
| 'classes, and to assist in administration of the law. . | o

| Several thousand copies of the Rules and Regulations were m:.meographed o
and printed for distrlbution to assessors and taxpayer&'
A series of f:.ve cod:.fied memoranda labelled L.P.T.B. Memorandum 100
‘to loh, :mterpretmg the 1aw and relat:.ng it to other tax laws ’ was prepared
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o ‘,;:quest:.ons cen‘bered on this sub

o for d:.str:.bu’c.:.on to all assessors and tax board member .

Personalv Property Taxpayers Return Forms, 1nstructlons and 1et.ters

r were pr:mted and dlS 'buted to. assessors for 1oca1 ‘use

 as follows: e oF
. PPI-lForm 1,350,000

- “iIﬁsﬁructidns°l uoo,ooo

| '.”Letter to ta.xpa :r 300,000

‘ (f) Questions Ra:.sed at Chapter 51 Mee'b:.ngs .

A record":was kept of questions

fked 1n all mee mgs of assessors R

“‘:and taxpayers, A total of 7’4 "queSt nsh Wer e recor ded - 90 by the

| "L{’assessors and 65 by the taxpayers.

Questzl.ons were compiled and ma.meographed for study by instructors and

- the f:.eld staf:f.‘ of Local Property Tax Bureau. Standard answers were

2 .developed. Questlons whlch co" 1d_ not- ~be answered at the sess:.ons were S
| "stud:.ed i'or the purpose Of PI‘ePal‘lngf‘ answers to be g:.ven at subsequent SRR
vsess:n.on. B BRI [ ‘ ; .

To facllltate analys:.s “;f'the questlon, 26 categorles of ques’oions |

“4"”':were es’oabla.shed as shown 1n Table 3-»2. Among assessors 30% oi’ the questlons ; e '

‘ dealt w:n.th the personal proper‘by return i‘orm its content > execut:.on by
i ; K . . . 1 .
: l’ohe tsxpayer, s.nd proces__'ng, ’_y ’ohe assessor. The fact that assessors

N

| JQuest:Lons showed no other cleari*focus of concern ma:y' be at.trn.butable 1n a e

_ part to the 'bhoroughness oi‘ the orlentat:.on courses and to the constant

stream of in.f'ormatlon assessors had received 1n tbe ‘year preceding the

. orlerrbation course. K | 5 ‘ E o | |
Taxpayers were aiso concerned w:Lth the return form and 15% of the:.r o

N

1:- Bu'b the y showed even greater 1nterest

- »_~f:|.n def:n.nlng the dlfference between taxable and exemp‘b inventorles. Taxpayersf :'1 '»; "

T quest:.ons revealed int.ense 1nterest other areas S 1nd1cated below :m order -
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‘ of frequency. .

>,<jAﬁa1ysis of Questions on Chapter‘Sif

‘KV'Taxable VS exempt 1nventor1es ‘j'r~;18%f;af*’ -
" Return forms S 15%'a1

-Depreclable Property - Deflnltlonﬂk

“‘and Tax Status - :,'.11%5L..'

' Equity, feasibility of Chapter Slif,f:f,9%g:fg.;‘

‘Depreciation methods - e 9%

‘Averaging inventories ',‘~'£;j-’:* 8%

o . Consigned property - - .. 6% - -5bs

.

:and usually was phrased w1th strong feellng.

Tax forms, 1nstruotlons, loglstlcs...g..............

'InventOTY, deflnltlonoooaooaoooooooooooooooooooooooo'v
Average inventories, method & procedUreesescsecesssss
Inventory, ‘taxable v, exemptooooooooooooooocoooooooi -
~Exempt 1nventor1es, deflnition......................a
. Farm pr0perty........-......u........-.........--..J~f5
Valuation--standards & methods besides depreciation, .
, Depreciation, methods and adgustment...............‘,
- Depreciable property, definitioN.sesessseossssoonsss
. Depreciable property, taxable v, exempteesssessssess
Common 1€V91.oaoooooo0ooooooooooooooooooooooooooc-oo‘v:V
Percentage 1eveloooooooo-oocooo-ocoooooooooooooooooo»f.
Schedule F, property held but not oWnelessssesscsses
‘SChedHle D COSt of gOOdS SOldg...o.uogoea..cc..oooo, )
Revaluation........a...............o......o........ong

Tangible. personal property, definitiongessecesesscses

. Personal property not used in business, definitions.
‘Household property,. deflnltion......................jf”
.Household p.p. & pers. effects v. Popsnot used in
o businessees T
Real Vo personal pr0perty.........o...n.-.o.-..o..oq“‘
‘,Real property, taxable Ve exemptoeeooooooooooooooeosff
- Personal: exemptions, Cege VeberansSseesesesesvesesses
: Tax rate........,................eo................o']
- Assessorst prOblemsstoooooooo-oooooooooooooooo-ooooo.’h
fPubllclty.e...s......................o....o..ooeoooo

Chapter 51, Eqnlty, Proprlety, Fea51b111ty, etc..,aoﬁfx

4Nmﬂd&QWH“HOdeWwaomdkﬁhﬂy

Assessors Taxpayers ?5}‘

7

G{cmchssc:v' O oW

O
ol
.S O\? :1~‘;‘{r{ . "[x,u,“lgﬂﬁfig:‘hhf::nﬂ_ 14-: i sﬂ Ly ‘:
"E%FJCDFP« -0 . . 000D ETNO OV YU OV OV Wt R

The equlty and feas1b111ty type of questlon arose at every meetlng

The taxpayer "v1ewed w1th

::isalarm" the new tax that threatened to drxve bu81ness out of town or. 1ndustryg??' .

‘iout of the state.

Care was taken at each meeting to p01nt out that Chapter }Q,Cg-

| “’751 aid not. create a new tax but smply pu’c an old tax ona. more busmess-':]! o

A'”f'llke ba31s. €2 };;t.~

-
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B 6
Among assessors the equity and feasn.bility type oi‘ quest:l.on most
often came iron;%%iral asSessors who were most concerned w:.th the effect

“of the tax on farmers and who asked them more in private than :Lnlpublic

_' fmeetingsg - et '

- In both groups » assgessors and taxpayers, | least concern was expressed =
for Chapter Slts ei‘fect on household personal pronerty. It 1s 1nterest1ng
to note that the next lowest ranking type of question was related to the

S 'effect of Chapter 51 on exemptions, _the veteran exenrption in particular.

The county rat:n.o provis:.ons of Chapter 51 tended to reduce’ the value of

| the veteran exemption s1gnificant1y, thJ.s fact undoubtedly had a strong

influence on the choice of ratio in most counties. In all meetings of i
’ /

R assessors convened to cons:Lder the choice of a county ratio (meetings un- ‘

:.vrelated to Ghaptsr 51 orientation courses) s rationale presented in supportg
' of ‘a. particular ratio was predicated most frequently upon the effect o.f.‘
the ratio on the veteran exemption. Even so,- the question '-seldom arose
| 1n assessor meetings a and 1t was not raised at all in taxpayer groups. ’
_ _ Few questions arose concerning county ratios. Taxpayers showed some
concern, the assessors very 1itt1e. . The effect of Chapter 51 on revaluationsg '
?::f‘.evoked few questions. Assessors showed some concern over the amount of B
- 'public:.ty being given 1o Ghapter 51.‘ Taxpayers showed no concern in th:Ls

: ,matter.

| g Household Personal Propertv | |
| Household personal property and personal effects has 1ong been recog«»
nized as the weakest part of the New Jersey 1oca1 property tax structure. :
.‘Ghapter 51, by permtting municipalities to exempt such property by ordinance g

" : I:,Wa's a compromise w:Lth pers1stent recommendations for a state-wide exemptlon.
: Where 1ocal ordinance d:l.d not exempt it Py this class of property was to’ be |

B taxed apart from the general property tax. : Chap_ter 51, further prov_ided; S
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e W
‘ that household personal property taxes be classn.fled as “m:.scellaneous"

revenues Y to be ant:.clpated for 1ocal budget purposes along with bank

o stock tax, dog hcense, and other such revenues. v Because it is taxed

B separately from the general property tax, the valuatlons of tangible |
'Muhousehold personal property and personal effects are not to be :mcluded o
in the computatlons for the apportlonment of oounty costs of government. ) S
: __-’-Rather, household personal property tax is reported by the assessor ‘on
: _' a separate ta.x l:Lst and. dupllcate. R.S. 5k h-3.16 wh:l.ch granted a 33100
exempt:n.on on household goods 3 has been repealed, startlng mth the tax year
w62, SR S S NSt U
As oi' September 1, 1961, when the effect:.ve date of Chapter 51 was post-»'j; '
s 'poned 32h mum.clpallt:.es had adopted ord:mances exempting household Ll By

personal property and personal effects.

Gontlnued 1nterest 1n exemptlng household personal property and personalf_‘:’{_"_

.- effects lS shown by the fact that add:.t:l.onal munlclpalitles have passed
'exemption ordmances s:mce May hth. As shown 1n Table 3-3, munlc:.palit:.es
. Which have adopted such ord:.nances are d:.str:l.buted throughout the State in T )

N ’eaoh of the 21 count:u.es. .
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Mnnlclpalltles hav1ng exempted Household Personal Property

as of September 1, 1961

s

' No, of -
. 'No. of Municipalities - o
- COUNTY Municipalities Exempting % of all
~in each Household | Municipalities
L County Pergonalty | in County
Atlantic . 23 C 21 91s3 %
Bergen 0 SR GE 056 T
Burlington 4O 15 40,0 -
‘Camden 37 26 70,3
Cape lay _ 16 Al 8745
Cumberland il 2 1,3
Lesex 22 12 Slob
Gloucester i 9 3.5
Hudson 12 10 8363
Hunterdon | - 20 2 Tol
Mercer 13 6 1i6,.2
~ Middlesex 25 17 68,0
~ Monmouth 53 13 T 81,1
Morris - -~ 39 .28 1.8
Ocean 33 19, _ 57,6
Passaic 16 1l 07s5
Salem 15 2 1343
Somerset 21 . 15 Tlall
Sugsex . 2l 6 12500
“Orion 2L TL 2.4
Warren T 25 o h 21T
Soate Total Sb{ _ 3204 57.l %

H. Fa0111t1es and Personvel

It 1s no accldent that thls dlscu331on of facljltles and personnel

- comes 1a$e in the cataloulng of act1v1b1es a50001ated W1th ‘the 1mplementatlon -

‘of Chapter 51.v Pressure to more promptly in many dlrectlons at once made it
necessary to use only the experlenced personnel of the. offlce of the
'tDlrectcr of Taxatlon and the Local Property Tex Bureau. There was 1o tlme
“to traLn new personnel and develop new facilities durlng the early stages
’of ‘the “1mplementatlon perlod.“ u

| But tbere was one aqpect of the 1mp1ementatlon process in Whlch new

‘ fac111b1es and personnel was 1ndlspensab1.e6 Extensive preparatlons had to
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~66m
be made for administering Chapter 51 on a continuing basis. Although it
had been estlmated that between BO0,000 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 assessménts (Line items) disfributed among‘thebél counties,
as shown in Table 3-li, The difference betweén this number of assessments
and the estimated number of potential returns suggested that Chapter 51
would involve many taxpayers who had not paid personal property taxeé under
the present law and who would therefore regard Chapter 51 as a new tax, As
a result, it was necessary thét Chapter 51, though a mere fevision of an
old tax, be administered as if it were entirely new, Akneﬁ section was
established within the Local Property Tax Bureau. Ité chief functions were
the review aﬁéﬁénalysis of duplicate personal property tax returns filed
with the Division of Taxation, the maintainence of correspondence with
tax officials and ﬁaxpayérs S§eking information and instructions, and the
distribution of regulations, tax forms and related materials, The Persohal
Property Tax Section employed 16 pebple.as followss
3 Clefk Typists
3 Clerks :
i Clerk Stenographers
L 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:

Renbal of office space ‘ $ 2,422.30
Purchase of equipment 74635620
Rental of equipment i - 1,h22.00
Salaries 1h?238 12
Instructors?! salaries 2,650,00
‘Supplies, paper ' ' l,56h583
Printing » 6,572,02
Vehicle rent : 57,00
Overtime to print shop 1,247.30
Overtime supper money, prlnt shop _ 330,00 °

$38,138.87






b
After the postponement of Chapter 51, this section was reduced to a
skeleton force of three auditors and two senior clerks. Preparations for
the new effective date must include rebuilding the‘staff and reappraising

the facilities required-to meet the Division's responsibilities under the

acte

Number of Business Personal Property Assessments
> In 1960 =~ By County

ATIENTIC CCUHTY | 5,105
BERGEN COUNTY 17,077
BURLINGTON. COUNTY | " 55059
CAMDEN | L 7,118
 CAPE MAY C o L,s26
CUMBERTAND o - 2,599
ESSEX | | 28,253
GLOUCESTER . 3,621
- HUDSON 16,940
HUNTERDON 2,033
MERCER | 8,917
MIDDLESEX | | ‘ 9,105
MONMOUTH “ 7,2lk
WORRTS - | 6,116
OCEAN I 3,528
PASSATG | | 10,639
| SATEM | | 2,897
SOMERSET | 2,515
SUSSEX . 1,800
UNTON o - ‘ 11,531
WARREN , | 2,129

Source: nurber of line items on local assessment rolls
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NOTHING REPORTED FROM THE MUNICIPALITIES

LISTED UNDER THE FOLLOWING COUNTIES s

CAMDEN COUNTY -

Audubon

MONMOUTH COUNTY

Avonnbybthe~8ea Borough
Marlboro Twp.

Matawan Borough

Rumson Borough

CCEAN COUNTY

Island Beach Borough

WARREN COUNTY

Harmony
Independence
Liberty
Oxford
Pahaguarry

J.'Postponemenm

Chepﬁer 51 had the'misfortune to reach its hour of administrative
iwnlementetioﬁ during an election yeare Although it had been palnstaklngly
developed over a 1ong perlod as a solutlon to the personal property tax
problem,¥ and had even been adopted by substantial magerltles in both .
houses of the Legisiature, it lecked ﬁhe strength to staqd.eloﬁe agains£
the adverse bublic reaction which any new taX program'mnst overéomeq The
long range view of its survival in 1961 was obscured by the glitter of votes
to be haa by panning if. Detecting a need for time to allcﬁ taxpayers to

gain an understanding of the law, the legislature vobted.
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Hav:mg stud:.ed the "personal property ta;x problem" for approxmately
' one generatlon and the spec:.flc prov:Lo:.ons conta:u.ned in Chapter 51 for al-“.
: 'most h years the State found that more study 1s requ:a.red before the laws '
'can become practlced to postpone the effectlve date of Ghapter 51 i‘or a ‘: e

- : :year. ‘I‘he bill was s:.gned :mto law by Governor Meyner on’ May )4, 1961

B :(Chapter 17, Laws of 1961). L

Postponement means that bus:mess taxpayers W:Lll not be requlred to flle,.

m.th local assessors thls year s the persona.l property tax forms whlch have -'
attracted so much adverse cr1t1c:|.sm.’ In the meantime s personal property

contlnues to be taxable at 1ts full value as 1t always has been, Such N

""__fproperty is subgeot to assessment by local assessors at :Lts true value.

vPast exper:.enoe suggests that some of 1t W:Lll be assessed and some of 1t -
- will note There w:_ll be 11ttle unlformi‘ty among taxpayers, It is . |
biposs:.ble that some taxpayers W:Lll flnd postponement a costly blessmg. S |
‘, ”'iThls became 1ncreas1ngly apparent as Chapter 17 seemed to lose somc of its

?momentum as it moved through the Leglslature. After pass:mg the Senate
eas:.ly, 1t passed the Assembly m.t‘u a maaor:a.ty of one votes RN |
L The announced purpose of postponement is to prov:Lde tlme for taxpayers
"study and understandlng., - Tax: forms wh:.ch had been sent out by local 77
assessors have been var:n.ously descrlbed as compllcated and worse. Announced ‘7
lrlntent:i.ons to develop short forms for small taxpayers and spec:u.al reportlng :
"methods for farmers dld not quiet enough fears to: av01d postponement, 5 o

s Any tax form seems compllcated to a taxpayer who has never flled before -

~ and any tax seems oppresswe to a taxpayer WhO has been accustomed to :

| V,'.llpaymg 11tt1e or no tax. N o | ;

It 1s poss:.ble that postponement Wlll enable taxpayers and loca.l

o assessors to beoome famillar w1th the new requ:.rements and w:.th thelr o B
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respons:Lblllt:.es under 'bhls new 1aw relatlng "bo an old 'bax. . A_more 8 11kely -
_‘resul'b will be t.he k::.nd of relaxatlon wh:.ch goes w:Lth a repr:.eve to be

1t ollowed by a new round °f SuI‘PI‘:Lses one year from now When the whole g

| record must be played 't.hrough agaln. Perhaps a few changes in thv 8¢

" "can be made s but the general tune w:Lll be 'bhe same,‘ Sympathe’c:.c audlence

- "par*blclpation mll be mo' }‘i":lmprobable., : S

There 1s no*b much

e galned by a detalled rev:n.ew of the acrlmony

'1ead1ng b0 the postponement of Chapter 51. | The story of thls pos onemen*' S

"_':':Ls 111ustrated. by 'bhe follow:.ng excerpts from the many volumes of}_ newspaper : :: )

| f‘debates of’ ,the day' ’vt o
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w tax form a head:

By ROBERT WALDRON .  down [01, oay, $25,0000 worth of . No' Say “the buqmessmen
stuff. . But- no more .difficult than';
‘be that of a small New Jersey' "The  new mclhod will makc a.’ making . out: income taxes, says
e husmeqsman " sel-assessor of -the Businessman -the state, which developcd the

Aaﬁgh"" A Cand ‘his reaction last wdek was:" ; forms~and ‘sent. them. to ~each
ERR ) B take ‘the. hodgepodge mumupahty this. year:;
He may be- a little umntelllgl- ; : e bpokesman Usaid’ £

. u”.method »o
ble at the moment» but he mut The' new metho d of flgurmg,

* be fmnge SER i
A L g propert){ t’lxes was -

.

The next voice yon hear will

; and, thc negotmtxon ‘out “of: bus ‘
it WIH form the' baSlS Of neqs per“)nal taXIng o
) personal busmess’ propert J

books by an: ac
; cmble yo, iz

achi “cominunity - for hlS oqunb—
ment and maohmcry Invonto

. ng lax Form| :
Irate businessmen fu.x‘lng vy :.ac,coim}z/ «-’f‘/~ goling Tt Toms River ! Chamber of Com:|

{over. I‘orm PPT-1, the : state’s _blOW “his- cork: ‘meree board of. directors. has an: ‘

two- aie ‘repor eI absolubely 'lqsininue.... - I'nounced, its: opposition to* the state
o ﬁ) 15 D t,lform for Tsting| “They're crazy,” “A" sad ' staté "busmesé personal property tax.
| g persona, property ‘used of ‘affairs,”” “Ridiculous!" Youw'd| | [The board, asked law yers ‘Perc
| in business, hdve, a ray of hope.| have to- bo a genius. to figure 1t {Camp and Philip Kronowitt: Wed:}
" State Senator William E: Oz~' .out.” S0’ run:" the - merchants - | nesday night to prepare a' petition
“|zard - sald : yesterday  thab| he{eloquent comrdentanes 'stating the chamber’s “oppocition
sympathizes . with ‘thelr - objéec-| | Ozzard sald one. +local; busi- to the levy, All chamber members
tions and_ has his: fingers cross-| nessman walked into. his otfice,|’ will be asked to secure: Sldnat"fes“.
‘ed that some action ¢an be’ tak-|threw down the form, and | axd ‘on ‘the ! petitions .which will:"be
jen in Trenton to modify the hew “You- boys voted for:.it;  now Scnt to! state officials,
i,uax law requirement:; [ you can fill it -out” i | ' Directors, 'if they 0110050. willl
- Up. and -down Mam;stvreet' Form. PPT-1,  the Senator% Plepme their- own” statcments of
merchants -who ' received, the|agrees, is- mnot. 1nformatlon ‘a| |opposition to-the tax; These sthte-;
‘new report form: last week are|small busmessman ‘can readily| |jments ‘will: be- attached
‘buzzing :with" indignation. A supply. : He “said; legislators -in| ‘Petmorls
: “Boy, oh- boy, I'm ussin’( voting “for the new tax law ap<| ' Names Committee
everybody. up and down,’f said | proved only’, a ‘general taxation 'l,»heu board - named'. Carl.
one. ' principle, but “had.no idea. the| b i e
T was 80 mad when I got 1t| Division -~ of .* ‘Taxation .~ would}
I didn’t even .read :it,” sald an- come up With such a compliwE
other,;; L .j.cated. formu il e

petmons in’;
llmg for’ rep

Somervxlle——If ammals could,
1cad New,. Jersey’s - newest:. tax| -

{ Peﬁo ’3}'}5 'E«@'?'Z. s

E RS04 f/&? i&’ff : form for farmers, cows:immedi- v
T@@ @E’Wﬁﬁ,}? Sirve, | : ately w](]){uldshes;grtwolilxioidusc}llgg } t
. SOUI’ ml . ok
CE@A$ @ EE {{h ol their .wool: in - clusters” to -the ik of ! the new pelbonal plopelty X |
¢ @ & wind, and chickens would go onj. | forms for ‘each of our three branches:

a .sltdown strike,..

in N\.Wdlk Pateuon and Jezsey Clty

" ATLANTIC CITY (AP) New A
: .And who could blame ulem :
';Cgiegi persrl,nfa] mqperty tax —after V‘le it 'would be a terri-{
State’s Solexcr?; lolica(fg;;ﬁcsdaylgl bt};e ble shock for any. qeli—respcctmg; :
Accountants, ihiie farm animal to discover sudden-|

* Of 109 ‘CPA’s queried at .t ly- it had lost its living identityy
group’s conventjon, 65 sald ulte tg,? under the cold, technical classi:|

ICP"I“”” ffom. Whlch is scheduled Ilcatlon of “Deprecmble Prop-
plicate said th AR S SR

law should be lepcal(:g el;txifie (?rf}w . '“115 IaW ShOUId b""‘" -

eight called ‘the torm sa[[sfacu)ry : . : y ‘ sion PP » ‘







: on the requlr

i tax return for: tanglble personal .

in’ farming’ was y
“week by ‘B.-R, N Douglass -and|
" Frank (A Dalrymple, #Organiza:
! a1‘1d1dates for'}

" Declaring that prepa :
* the tax information .required byv
3 thev form j‘fthreatens .thé " ecos)

'\ 'turn "o p‘éf‘fﬂ v
: vision and” slmp 'ficat'on

CLINTON — ben ¢
iLance; R-Hunterdon, said yesteu
‘day. that. Sen.- dene Dumont, |t
f:pandidate tm o-" Republican:

> T
e

CA N DATzS

: brought to iy atienuon by I‘d

- Senate.‘nomination there.

(&S DQ /UD_.,

ward R, Doug]aSa, Humerdon

Souity’: chubhum chairmait’ and
a! candidate ' for: the Repubhcan:

. Jone’s - headquarters - also - 'anffz

wounged ., that - Mrs.: “Walter .|

udge, \vidow of the late’ (xOVEI
d .
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Stete "EX

Busmessmen, Farmers Protest
Complemty of Questlons Asked

_ TRENTON, - April 4 (AP).—A~ State Chamber of Com~
merce spokesman said Tuesday his office has been besieged
Dby questions about anew. State tax form for busmessmen and

‘farmers

Albert 8. Acken executlve v1ce presndent said: the form
“fnghtens people’ when they flI'St see- 1t but 1t’s not really as’

formidable if they just . sxt
down and study it

| @mmeut o

Wodetez "max Ptdn
57261

E a ‘
SUMMIT The: Comnmn “Couneil

tion to. a -Senate hill :postp_oning_

uniform county assesment law lun-
til 1963..

to the postponement bill “‘in the
light of the emergency action of

of hearings to determme the sen-

asked Gov. Meyner to veto the
bill. '

In. a resolution, tho LOUHLII sald

“|to' asséss * business -property.”
Senale Bill 175, passed “by -the
Senate on April 24 and the Assem-

ing this-from 1962 to 1963, i
Under “the: - assessiment law;

ratios of assessed 'to true value in

ratio is 30 per cenl

_last night ‘announced its.* opposl-.'

the implementation * of the . new A
The tounell voted its opposition -

the Legislature and the absence.

timent of all of the mumclpalmes_'
of the state and the public, It -

the city “has expcnde much. time, :
effort and.money ‘to calculate: ’the .
new taxable valué-of real prop-.
erty, lo change over. the 1e(01ds_ a

{bly “on Monday, would defer the:
appluah]e date of the law requir- . -

|county.” tax. hoards - set uniform
the mumupalxtms Union County»' '

had - seta ratio of 40 per-cent, ef+. . “
fective in 1962. Suniimit’s pxesent !

- “FROM THE WAY people ‘are| 7

yel]mg, you'd thmk that it was

‘|la- new tax bem° nnposed "

spokesman for tax division says
“Actually, this' is he., same old

- fax on: busmess eqmpment otflce

furmtuxe and .inventories- thal we

have had from titiie 1mmemmml
“fhe only- difference is that the|..
law’is finally being enforced, with)™
records vequired to pmvxde aj -
proper hase for business taxation. |

. “Neany of the people. who . are
-yelling the loudest have been get-

,’11n" away with little  tases. Now|
~we have a law .which “will catch
up with them at last=provided the :
~legislature: doeso’t put-it off:)’ &
Qe reason for all. the' to-do is
that so“many tdxpayels are vin-{ °
~yolved, the spokesman ‘said.. At
Jeast 400, 000 will ‘have’to fill out|
|forms, compared for example wiih|
‘ (mly 95,000 affected by the- stdte s

((‘ontmued Pag,e 14 Column 1)

-[too late to postpone New Jersey’s
new. .property tax reform law for

| tomorrow

-lanother. bill that would ease the

;Sgeetg te H‘*etey

S LYS P YA

'%X/ﬁeterm |
Legzslatufe to Study

New Proper Y Levy
TRENTON, A/p;g?.o 7 o

a year?
The New Jersey leglslature wﬂl
face that: questron when 1t meets

The senate has already passed -
a bill to postpone start of the
reform: until 1963.:It also passed

state into the new system in three

" |ratios, - some municipalities have
]| ‘Irepealed household goods taxes,
“Jand administrative “thachinery
lhas been changed for the new
" |system, the league’ sald in aletter
{to legislators.

“la step -toward  eliminating - the

+And it. added that"a delay raises,

{reform laws,

. {D’Aloia, D-Essex, said he doesn’t
{think it is necessary ‘to postpone

- ftrying to simplify the form and

annual steps: .

A ‘rebellion’ by small busmess-v
‘men prompted - the- delay move, |
“Gov.  Robert B. Meyner says.
They’ complain that a personal|
property tax form they. must fill
_out is”too complicated.

But the State League of Munici-’
palities contends it would do’
more harm than good to postpone:
the law now. Counties have al-.
ready adopted new assessment

The league said the new law is
chaos of the pzesent tax setup

the threat of court orders to make
-assessments--at 100- percent. It
‘was this threat that prompted the

Asks Simplification
" Assembly Speaker Le Roy J.

the . entire law. The legislature
should sunphfy the tax form, he
said.

~ The State Tax D1v1sxon has been

has given businessmen -an extral.’
month ‘and -a‘ half to fﬂe the re-{
tum this year. = )
_An added ‘propleny ‘in the pie-
ture is that ‘the: ‘assembly. and

|senate ploponents of delay are

not in step with each other. The
senate - passed . two delay bills,
The assembly has one combined-

|bill, Since the measures - differ,

their - passage by “both. houses

‘would riot enactthe delay.

~Meyner has. been -cool. to' the-

“{plan and his signature. is required
“|before -the postponement would
| go into effect .
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{favor the bill 'and I am’ gratified
‘|that my friends on the other side

Grossi Feels

Pe rmmﬁ Tm&
Delav Sure

Assertmg that the taxatmn tl a-|
‘ditions of a century cannot rea-i-

sonably be. upset. ‘overnight; Sen;
Anthony J. Grossi last night pre-|
dicted legnslatlve victory -for. his|"

ibill to defer the tax' equalization

sonal tax form is a part. !

His measure,.
{six weeks ~ago. Senate. Bill' 106,
{would defer effective date of the
equahzatlon prodram one year to

study the problem and simplify
or modify all phases of the pro-
gram, In addition, the bill calls

for the 1mpact fo be spread
equally over three years,

' Grossi, in ‘his first appearance'_
since returning froni. a :Floridaf

respite, . -addressed. - the Passaic
County Demaczatlc
noted that his “bill has -bipar-

tisan support since the confusing{

personal tax forms appeared
Bill Endorsed

The c]ub on’ ‘motion- 6f Sur-v
rogate- Carw]l J Stark, seconded |
"Newman, |

by . Alderman . Sam’’
unanimously adopted a resolution

upon all - citizens to transmit
their views to legislators, -

“It -is". a.“matter ~of record,”
said” Grossi, . “that "“when . I :pre-

the equalization program “would
create confusion by too rapid ap-
plication, -
fusion I predicted has developed
into utter chaos.

. “When 1 presénted the _bill,]

1Sen. Wayne Dumont  Jr., prin-|

cipal sponsor of the equalization
measure, said he would .not,
under any circumstances, sup-
port -any measure which ~would
delay effective da¥e of the pro-
gram which includes the ‘per-
sonal tax form ’

“However,” Grossl asselted
“‘that was before the public saw
the personal . tax ‘forms. . Now,
I note with great mtexest that
he finds meritin my plopoqal

“I also note that Sen. Walter
H. Jones majority leader, plans
to do: something about

is ‘important an¥ welcome - and
that it spells vxctory for the
measure,

Welcomes Sunport

“All 10 Dcmocratl( senators

of the Scnate aisle are hLarmt,
the voice of the people.’t .-,

program, of which the lhated per-

~Club” and]

supporting the bill and - calling|

senfed my bn]l I predicted that|

I regret that the con-{

sim-
plification of the program. . 1|
hold that thig blpartisan support|-

introduced some|

Jan. 1, 1963 to -give -the "State}
Div:sxon of Taxation ' time - to|

| ready taken effect.,
|the deadline for countxes to adopt

‘next April 1.

Senale de iﬁVS

)wtﬂ _{ﬁ Jis J»’J“j

prop@riy 'iax

Wad bl
rei@rms fo 63{

passed 4 bill that would postpone .

|the effects of the state 8 hlstorlc
“Inew property tax reform laws un-
> {til -the 1963 tax year..

‘Thé senate voted 19-0. for a bxll

“|by Sen: Anthony J. Gxossx, (D-' .
| Passaic), . which would give muni-|
' 'cxpalltxes another year to get ready .
_|for the. laws,

“It. passed a- companion measure
by a 14-1 vote which would give
Gcal assessors three . years - to
bring’ their tax rolls'up to snuff,

‘|Originally. all portions’ of: the re-

form law were to take. effect with

|the ‘1962 tax year.

Some portions ofl iaw had al-|. -
April 1-was|

percentages of true value to use|

“las the basis for property tax as-

sessments.-

- There. was dlsagreement about
what happens to. the resolutions
adopted by the counties.. Grossi
said they would just take effect
But Sen. - Wayne
Dumont Jr,, - (R-Warren), _chief
sponsor ‘of the original legislation,
said the counties would have to|

{rescind the resolutions, . -

. Passage of the bill was the chief
action 'in the = legislature’s first
session after ‘a month’s recess for

the gubematorlal primary elec-
,tlons )
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K: Court Reviews

(1)
Chapter 51 was the subject of a new Switz Case challenging virtually

every feature of the law., Originally filed in the Mommouth County District
Court on January 6, 1961, this case was decided on June 26. The
constitutionality of-all of Chapter BElls features except two was uphelda
The two features judged incompatible with the Constitution were those re-
lating to the assessment of agricultural acreage and to farm machinery and _

farm livesbock, The decision, handed déwn by Judge Knight, reads as follows:

DETERMINED AND ADJUDGED:
1. The sentence contained in R,S, Slhsl=1l reéding as follows:

"exxIn 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.e!

be, and the same is hereby declared to be inﬁélid and contrary to law
and is hereby excised from Chapter 51 of the Laws of 1960,

2, That the provisions of ReSe 5h:li=11 of said Chapter under which the

~taxable value of farm machinery and farm livestock shall be fixed at
percentage levels of fair value different and lower than those applice
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 and contrary to law and are hereby excised from said statutej
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.

3¢ The provisions of said Chapter herein excised are separable and
severable from the remaining provisions of said Chepter and such
remaining provisions of said Chapter and such remaining provisions
of said Chapter are valid in all respectse

i Except to the extent above provided, the plaintiffts motion for
summary judgment is denied and the defendants! 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

(2)

were filed iﬁ the Superior Court,

(1) 69 Weds Super 27 (Law Division 1961)
(2) Superior Court of New Jersey - Appellate Division - Docket #A893~60








