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We understandably requlre‘avmuch'larger proportionfof:Class R

IT property and thus\trac&age than a rallroad of differéﬁff°’

S
characterlstlcs° 1
_ |

|

As bad as. ounvproperty tax blll was last year, 1t ? |

would - have been $1. 8\m1111on greater had we not abandoned,‘

over several years, some E62 acres of land mostly ln 0

Jersey Clty and Bayonne9 with an‘assessed,valu o
; S i ' N I R
|

$18,800,000. 1
b

Another 1nterest1ng aspect of our property,taxes |
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is that in the case of the Central Railroad Campany of

New Jersey, a very s1zeabﬂe amount of Class IT taxes‘x"

relate to property used for passenger purposes - Not

g l

T,

1nclud1ng the allocatlon of Class 11 taxes of property

-
wused both for frelght‘and

31der1ng these taxes hn exclu81vely'passenger#property, the

passenger serv1ces,?but con=

i

Central Rallroad Company s tax bill-for the la t'year _ @

amounted to $673 OOO of 1t

Certalnly there 1s

. |-
New Jersey recogn1z1ng the

passenger serv1ce whlch 1t

1
in. connectlon w1th wh}ch a

made agalnst such losses a

,large part of thls part1c1
: |

dlrectly relatlng to the s

o

clearly recognlzed by the

s total Class II payment,

‘seriousness.of losses on
is Statebpolicy-tozhelp, and

State.participating paymenteis

nd at the same tlme, taking»atw‘
patlon back in tax payments
ame operatlonsa Thls'was

State Tax Pollcy Commlss1on in

its last report And let me only say in thls connectlon

. that th1s passenger proper

ty tax problem prevalls on that

publlc‘servlce aspect lof our busineSs.which produced,last

|
|
E
|
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no consistency to the State ofv;:h

e
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year but $6.7 million Of:passéhgerfrevenues;f

It hardly seemsvpentinent t0'the.broad'State.ppLicy

 ‘issues encompassed in this investigation by the Tax‘PoLicy %

Commissidn.to‘dwell.upon detailé;‘-Ivcould emphasize that -

'paft‘of'our«Brbad_Street,station.property at Newark,

serving,a few ‘hundred people‘a day, is assessed at the rate

of $445,000 an acre. I could talk about certain:underwaterf
 v:property in Jersey City being assessed at .$35,000 an acre,

‘I could illustrate the financial frustration of .assessment

practices by -pointing out certain property, -turned overzto;7

’-_Jersey'City because we could not afford the-téxes'invblved,v
vbéingrre-assessed for industrial'usage at approximafely half
. of the assessed value upon which we had been required to
Ipayftaxesmz"i could enlafge, at length, upon the iﬁportantg'
an .prob¥em of trying. to hold property for industrial devélopment -
‘a matter so important for the providing of jbbs so’needed‘ 
,fof the}entiré economy of our State. But the questions

- being considered by the Commission are much broader; . They

go to the basic question of permitting our private

enterprise railroads to be so treated that they can continue,

their public service responsibilities to the people and

industry of New Jersey as they have been doing for'moré

than.lOOvyears,

I am sure that no one in our State Government has-

~the intention of either encouraging or perpetuating a policy

'of,penalizing the railroads. If this be so, should we not

examine the equality of treatment accorded by the_Staté

to its Various;fbrms‘ofchblicftransportation?, I.would

11



: _;forfthé_New'Jersey Tﬁrnpike'béing-removed,from

. - . |
-the. support of Port Newark

.UCentral.Railfoad Company. o

[

I

I

> |
| E

_ask. the State Tax Poﬁicy Commission tO‘consideﬁ the . -

-équity forxtheagneatﬁacreége.of’property appro

'rollsm.'Anduthis-isg§ut an illuStfatidna It i

 true'0f;théyGarden Sﬁate‘Parkway and every hig

K

State. Is it fair tﬁatithe\raierads are réqu
property ‘taxes on,their=dénpeting;facilities?‘
I Would»ask,ﬁhe Séate Tax Policy €ommi

ffhe relétively smaliisumswpaid‘by~the Port:of .

1

priated
the tax

s likewise
ired to pay .

ssion whether

New . York .

: »Authority’inilieu.of;taxeég on the great acreage involved

,iﬁ,NeWark Airport; Po}tANewark.andkPort Elizabeth are -

“fair;as.compared withfthe high taxes which the

,Railroéd;bf.New.Jerse&*pays on its Brills Yard
b ' ’ :

Central .

property

.ahd_other’adjacent'fabiliqies which are so important to

: . '
- particular.. :

and Port Elizabeth ‘in

fIVWould‘askftbe Commission if it is fair for the

|

f New Jersey to build, pay

- taxes on and provide passenger station facilities, in

f

'"_;théfﬁaCelof theigfeatjpassenger'terminal~at Port: Newark: -

i

I-bég your pardon, Newark Airport - having beén.providedf_

.for'théfpublic by~tax2exempt financing;‘with‘but limited

’payment.in.lieu of ta%es on the property and with no -

. . . , : .
~capital cost to the transpprtation enterprises

participating

N ) ! 1 N o o o [
' in. its use. I should point out to the Commission in this

o PR, | ' . . o
connection, however, that a number of municipalities along .

our railroads have}reéognized the inequity of this situation
. ! | . : .

’~ahd'Have‘themseIVes.téken'gverfourfpaSSenger station: and
b ‘ ' .
12
| _
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hway'in'the;:'
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parking facilities; usually on the basis of our cOntinUing1

to bévréSPOﬁSiblé for ticket office and waiting room space.-
And, finally, I would askithe Commission how the

passenger portion of our Class II aﬁd’III’taXes, amounting =

to $60 pef passenger last year, compares with the tax

vper'passengeripéid by the competing bus lines in our

terfitory;‘bperating daily trips into the thouSands'over
publicly built facilities. |

'I would not wish to be interpreted as suggesting
that the railroad industry should be free of tax obligations

to the State of New Jersey, but clearly in the kind of

" public service in which we are engaged, a tax on net earnings

would be far more equitable and I believe far more in the
public interest than the present combination of taxes
with which we are faced.

In conclusion, the railroads have recommended that

Class I and III taxes be eliminated, that all taxes on

‘passenger facilities be eliminated and that Class II taxes

in general be reduced by approximately 50%, I endorse
this position, knowing full well that the sharp reduction

in Class II taxes creates a very difficult problem for the

‘Commission and perhaps would require some replacement of the

municipal income involved at least during a transition -
period;‘ I am constrained to say that this may be less
of a problem than previously supposed,

On February 12th the Jersey Journal reports the
proposed downtown redevelopment in‘Jersey'City,’as

presented td the Chamber of Commerce by Arthur H. Padula, °

13



Jersey City's designated

‘the concurrence of Mayor

|
i

Whelan in a plan to t

‘developer, apparently‘indicating:,

take an

eundisclosed.amount;e? property away fromrthe_%ehigh Valley

_ Lo
and the Central Railroad
purpose; .The’New}Yprkai
of the Jersey Clty CounCl

‘durlng the precedlng week

|
g

Company,of'New,Jerse§\for this
me s onrMarch¢let,carrieSfa.Story'_
1 having approved this project

. . The Newark Evening News of

‘ January 11th states that‘Mayer Whelan of Jersey City is

- "enthusiastic™. aboutkthe‘
.ln connectlen w1th whlch
said,
» the;C1ty‘and_are‘harﬁupre
I am eure.the-railroads.w
I am SpeeifiEally
;Rallroad Company. of New J

- out of Jersey City or Hud

"The rallroads have

Mr° ‘Padula is quoted

ould be glad to go.'™

ersey does not propos

son County, with its.

. freight operatlensaﬂg

;The‘quotaﬁi@hs ab

that’Jersey;City at'ieastu

i
receipt of railroad taxes

e SUNPRE
rallroad experience. in Ne

As a matter of faCt;}the
- |

‘Blanning Division on wWate

: oL
anticipates a sharp reduc

,indieated on page[32ioﬁ-that:document the expe

that during the next@deca

‘decrease Oneethird;aﬁd;th

: : , o
. assessment figure will be

I

is less concerned. ab
than at any.time»in
W Jersey9 going back.
recent 1964 . report @f
rfront development,ap

tion in railroad taxe

stabilizedrat about.

14

Bve,weuld seem to ind

de reilroad-ewned,lan

downtown urban renewal project,

as having

outllved their usefulness to .

ssed to me.et.thelrwtclx.-biIJ.°

e

stating;that‘the’Ce?tral

e to get

important

out the

my,pereonali

to 1929
Jersey Clty s

parently

s as it is

cﬁatignv.

d will

at the present $63 m%llion

$40 miilien.

icate, however,

G . .



_Thesé statements clearly 1ead:tp the conclusion that
responsibléjpublic'officials in Hudson County recognizel
’thatiexofbitant»taxation of thexrailrdads,can no longer |
be justified. | | |

I thank,the Commission for the privilegé‘of
'appearing befofe it and my clbsing statement is to urge’
 this Commission to recognize the critical importance‘bf
substantial affirmative action being taken thisjyear;

‘Thank you. ' .

| SENATQR DUMONTz' Are thefe any queStiqns by members
of the Commission of Mr. Shoemaker? (No_respbnse;)’
| Mr, Miller, do you want to aék any questions?‘

MR, MILLER: I don't have any questions. o

'SENATOR DUMONT: Mr, Beck has some questioné,for_.“
Mr, Shoemaker: o | e

MR,,BECK: ‘Mr;_Shoemaker,‘you mentioned tha£ a
tax on net earnings would:be:far‘mpre quitable anq‘in
thevpublic,interest?thaﬁ thgfprésentncohbinétién ofi
taxes° Just to.orient me furtherglif‘the Commission
would give you the relief that you have asked‘for,fwould
you then be in a position to operate_the railrpad on a
pfofitable level? | ‘ ,

MR, SHOEMAKER: Mr. Beck, if the recommendations
of the Commission were fo'that éfﬁect and fhey-were
adopted by the State - and I assume you mean not a tax
on net._earnings7 as. I suggested,. but the recommendations‘;
with respect to elimiﬁation of Classes I énd,III and the

cutting in half of the Class II tax.

15 N



‘MR, BECK:

‘MR, SHOEMAKER: Yes, sir.
completely, as we’rehommended3:that.inxitself‘

r A . o
permit. the Central.mailrcad-Company of New Jersey to be

~in. the black. v~§”
R, “BECK?"*Well
MR SHOEMAKER‘ T

i
b

.moment sir, -- e

'MR. BECK: Sure.

fMR;:SHOEMAKER: “We are lésing about‘$6?millien.a

year onhoﬁrepassenge? ser
‘alleViatiﬁg that to ﬁhe_e
the State's pérticipetion
and a half last yearL
| - That is another p
of New Jersey that has g0

.that is ln,progresso;hAs

t
3

~ Committee is considering

to bewépﬁropriated_for State contract payments.

I told y@u that I
: Commerce CommLSSLOn for a
the only way I can:mprall
»Commlss10n for more m@ney
that we do see dayllght a
‘dition of the Com.panyo I
bankruptcy around the‘eér
inevitable evert,

It is the:cohbina

, then -~

16 -

“ViceQ
Xtent Of 25%0

in those losses. was

art of our. problem W
t to be alleVLateda
youiknew, the Approp:

now an. additional sur

‘have been. to the Int
further l@an guaran1
y go to:the,lnterSta1
is with a béliefibﬁ
heéd.with-reSpeetQto
‘can't go to them if

ner and it's going t

tion of a tax relief

f I may- just enlarge|

 That's the first part of my question.,

If that were done"

'.TheiStatefislpreSentIY*”:

ZOur-paymentﬁfrdn

wAnd I think

~iations

terstate

,y;‘hNoW

my. part
the con-
I see a -

5 be an

would not

on that a

a million = .

ith the State

n of money

re Commerce

on the one

RV

)
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"5lof yard englnes and frelght tralns, that: has been to

'*odnatlonal arbltratlon and is- presently in the natlonal

"fthlngs golng 1n your favoro Is that correct7

. ;ghand and greater partlclpatlon in passenger losses on the R
f»o hother,7 | | | | | : | ‘.., v

. ' The successful completlon of our natlonal casé’ ?i_mm_v

_’g;»fwith respect to dlesel flremen 1n Partlcular ln the

’farallroad 1ndustry, where: we.- PrOPOSe to take them Off

'V“ewcourts,; We have had two favorable afflrmatlons of the

”‘?f'arbltratlon s award whlch was. set up as: a result of" a

"j,lspe01al'Congress10nal-statute»last year° That w1ll mean
.$1 200 000 to the Central Rallroad 1n payroll of people

::that we no longer need

It's a comblnatlon of these thlngs together that

w1ll let us get into. the black The tax s1tuatlon by

“wjiﬁltself w1ll not do- that 81r,q - o ‘
»‘ I apologlze for the length of my answer but I -ef,f{sh}hif
‘MR BECK° Well it 1nd1cates at least a course,btj"hi,:‘
h I was Just 1nterested 1n whether, lf the CommlsSLOnt SRR
;ede01ded to give. you the rellef whlch you ask whether
'that in itself would be enough to put you in the black
‘h,Of course, even 1f we glve you the rellef 1t seems to_,vi
'htme that you still need a comblnatlon of all the other gfd'

-factors to get you. where you want to goo_

MR SHOEMAKER”‘ You re entlrely correct isirff

; MR BECK' And then, of course, the taxatlon on ok

:'net earnlngs might be. an element to cons1der.

o MR, SHOEMAKER* »'Correct

v’MR BECK* After the comblnatlon of all these

ﬁ17‘;"




" MR. SHOEMAKERa
SENATOR DUMONT Mre-Miller?

MR MILLER°

elaborate a little on;how-thng$6;7 millton:a

‘passenger loss is arrived.at‘

or is. it a loss whic
. N L

l
|
!
[
|

:h-would be completely vold

1y - passenger serv1ce?

‘weren't rendering ar

'MR. SHOEMAKER:
v QEMAKER:.

:Durtloss-undergI,G;Q;

It is correct, sir, | .

I‘think-Mr; Shoemakervmight:beiable to

year in. . -

Is this}an~a110cated“lbss~

ed ff;ypu,r

figureS'forf

'last}year»for-the‘eﬁtire railroad is juSthVer‘$6;5

million, between'$6;

before givingfanY}credit for the State payment1

'and a. half

. Now. that 1ncludeZ a few small amounts
‘in Pennsylvanla, ‘We hav

operate from Phllllpsburg down into Allentown;

loss 1tself 1s very

.I G C -as such but on the

And on. the bas1s of

SjmlLllon and $6.6 mllllc

close to an’ even $6 mllllo

|

bas1s of State audlt

t
b
|

four passenger tral

. This is

of operatlon

that

The State s

n,mnot‘by

edffigures;‘

'that belng a recoverable. amountroff,,'

‘money,,notqonxthe ba31s of,allocatlonstfor expendituresf*

thatVyoufwouldjhave

vpassenger7service;

You may or may notarealize9 Mr; Mille7;

.State has been very

audltlng the rallroad's accounts w1th respect
passenger seerce 1n connectlon w1th the loss
the State has’ partlcipated;‘

SENATOR DUMONT&
MR, MILLER: |

1
|-
ca

to;Make:anywaY*ifiyoﬁ:had

;part:lcular9 and properly
I

‘tNog‘Senatoro‘

18

|
{
[
|
1
i

Anything further, Mr.

noe

‘that the
o, in
to the.

in which

Miller?

of3a‘millionb

@
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‘SENATOR,DUMONTi iNoW,'Mf; Shoemaker§'how mich
| does the Central Railroadvof New:Jersey‘receiveftoday"
from. the.State on,a contractchaSis, about 6ne and a half
mllllon dollars?,' ’ | o ; ,
MRL SHOEMAKER“* ,About one and;’a'__ha’]'_if"mil_'_l"ion,':‘
fright.‘ , - R | |
| | -SENATOR DUMONT? And you 1ndlcated to the I, C C.
. that you thought there was a poss1b111ty thlS mlght be
doubled, Is that~correct? | | SRR :
MR, SHOEMAKER: That is corfect,
SENATOR DUMONT‘a So you are speaking thisvyear of’
about $3 mllllon,’or in. the next flscal year from the
State by-Way of contract for services money, Is that
correct? d | ‘ | v
: MR - SHOEMAKER : - We are actually seeking $3?miblionn
~in thlS calendar year Mr, Chalrman | '
SENATOR DUMONT: * When you mentlon that the State* 's
ana1y31s of rallroad taxatlon would reduce your tax bill
_by 50%??18.that-coveredu;n‘more*detall by your récommenda-
tions‘latertOn‘here‘of What you'would hope would;be‘done'
or recommended by thls Comm1331on7 »7
'MR ’SHOEMAKER “That ' is covered by the" three p01nts
1n the general recommendatlons of the railroads about
whlch Mr;’Nasmlth»W1ll’test1fy in=more detail, Mr. -
’Chalrman, but encompassing the discontinuance'ofFClassil
‘and Class III taxes, which the State retains, and7thec
reducing of Class II taxes by'aoproximateiy»SO%,°
-SENATORgDUMONT?]vI‘Wouldfbe intefeEtedvinfa



|

{
little more full explanatlon of how the Class
,taxes work to the effect that when you say two
rrallroadsband two small rallroads_pay.nO'Class
E Class IiI taxes at all. ‘} |
h MR;ﬁSHOEMAKéR: rThe~NeW'York-Centrals
the railroads that:pays né taxes on Class I,or
propertyor _ j A -
‘ v New.under the statute they would pay
in such taxes, I'm looklng at the 1963 summar
s1tuat10n as prepared by the D1v1s1on of Taxat
the Department of the Treasury of the State.
: SENATOR DUMQNT; 'But they did not pay

that,right?,\ ) i o
MR SHOEMAKER : They did not pay it,
\

‘ the reason belng that the New York Centralts t
in total was so_much-greater,than 1ts‘track mi

multiplied,by-$h9509 per track mile that. under

I .and IIT
large

I or

is one of

$1?2;000
1on;ef
it, is
no,‘andv'
ax bill

les

the

statute the Class I and Class III taxes were w

:,VSENAT0R4DUMONT°vWHow-much above $4,50

milevdoes_this-actually aYerage out to on the:

even though that's supposed to be the maximum? -

0 a track
railroad: -

I:don*t

',thlnk you have that 1n your statement

| MR, SHOEMAKER° No, I do not have it
statement but it is. somethlng that we could re
calculate. It's somethlng less than that  and
7iner° Nasmith'®s testlmonJ I'm not sure of t
, SENATOR_DUMONT: I see,

Now, yoq have.endeavored~to effec

120

in my
adily ,

hat, sir,

t some

Class I1I -.

y of this . .

ashed: out..

it may be

@



f/ecbnemies‘in;the operation.of the Central Railroad. 1Is . .
| that correct” and wouldvyou.mind»detailingQa few ofsthosei
rfoffﬁs?f | : | | ‘v
. MR, SHOEMAKER: T will be glad to, Mr. Chairman.
IZObviously‘With'the servieeelosing,es,mueh money -
‘ss.ourupassengervserviee.loses,rwe have made every_attempt
‘to economiée'in~that service and pare the service dewn.to
'that whlch Ls llterally essentlal to' the travellng publlc
| -~ We- had cooperatlon from the Board of Public
Utility Gommlssloners°more recently,s1nce the responsibility
for passenger serv1ce has been turned over to the Rail |
;Transportatlon D1v131on of the nghway Department, we have
_b,had good cooperatlon from that group as well That goes:e
f,to,unnecessary_tralns,.es such,,ltvgoes to unnecessary
f‘ferrynbeat trips betweeanerseijity and New York.- our
| ‘ferry sefﬁiee being also under the jurisdiction of the
Rall Transportatlon D1v131on, |
Wlth respect to frelght and passenger serv1ce

Wethave.made_a.eomplete_analys;s of the rallroed:w1th
respect.to.any posSible‘piece ofrtrackIWe could.take>up -
-notnfor tax.reasons because we are way beyond the
,pessibility‘of'$4,50Q“a track mile helping the Central
Railroad, but to save money en maintenance of unnecessary
track and in thevpastvthree years, more important than
‘thét;;to'use*the materiels to maintain antrack.which~we"
are keeping in,service;;_ v'

| | - Now, as/an'example_pf that, we had four tracks
betWeentDunelIen”end:Bound.Brpok; we have.found that we

NN

21



can handle our servibe wi
on three main tracks inst
~a little over five ﬁiles
rails, the ties andAEhe b
on other parts of th@ rai

- We have taken tw
immediately outside of Je
tracks coming into tﬁe'te
-point, dinstead of fbﬁro
year and used to maiﬁtain

We have four tra

th some rearrangemen ,of'éwitChés
ead of four, so we have taken up
of track and literally used the -
allast'for-feplaéementfpurposes
lroad.

o' miles of track out of service
rse§ City, so that w ‘have'three

rminal, from a main track stand-

That track will be lifted this

other parts of the”réilroad;'w

cks across Newark Bay, involving

a little over a"mile?of'distance; and we are Tow operating

on three tracks across Newark Bay. And this spring we will

be taking up the fourth t

ties for maintenance! purp

rack and using the rail and the

ogses on the railroad, thus

avoiding our buying new rail and new ties on the outside.

.We«have.egohomiz
car maintenance, putﬁing
- that purpose into thé saf
. The condition of theécérs
proud of today injauf rai
money - into mofe»impo%tant

‘and what-have-you.,

ed, necessarily §0, Or passenger
all‘the‘mbney that we have for
ety featires of'paSSTngr cars.,
is.not anything that we are
lroad but we.hQVe.had to put.thé:

things, the seats, the painting

The Aldéne Plan,

State in connection. with which the Legislature appropriated .

.$3 million in December of
for the improved " paintin

and floor condition of th

thich_has been proposed by the

11962, will include an allocation
%; lighting, and seat condition:

e coaches being used in the

22
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passenger service 'The'number will be substantially re;
duced as the result of our operatlng into Newark 1nstead
of 1nto Jersey Cltye :j\ L e ' FE \
B Those are some of the thlngs, Mrc Chalrman that
"we have been dolng; and at the same tlme we have 1ncreased
our frelght trafflc department by 107 feellng that 1f ‘
there was ever a time we. needed to 1nvest in sales effort
on frelght bu31ness it was rlght now,:
" - ' SENATOR DUMONT: What is the status of ‘the Aldéne
Plan rlght now? L
. MR SHOEMAKER : The status is. that we still do not
have clearance to start it for two reasons. The englneerlng
work is done° the Leglslature has approprlated $3 mllllon,
~as 1 told you, to carry out the phy81cal track connectlon,
‘the 1mprovements in s1gnallng and the changes in rehab111ta=
‘tlon of equlpment but there developed flrst a year s |
delay because of the Port Authorlty s lltlgatlon 1nvolv1ng
the World Trade Center, The State qulte properly sald
that we must not go'ahead w1th this if there is some
‘questlon of the Port Authorlty being able to operate?
rehabllltate ~and add equlpment to the Hudson Tubes now
called the PATH systemo' |
- That was not clarlfled untll Decembero It went
to the Supreme Court | -
_ | Then there has come the.questlon of grade crosslng
ellmlnatlons -on that portlon of the Lehlgh Valley, some
five mlles of the Lehlgh Valley, over whlch our passenger_

trains w1ll operate between Cranford technlcally Aldene,

1
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and Newark,
Plaho ) 1 ) | V .1

There-has'been

°,for thevgrade crossing e

fi;lf 1t is golng to be don

o D R L o
That'siwhere it gets the name of

no approprlatlon of f
llmlnatlon°

e 1t should be done b

. Aldéne Plan becomes 'a re

vgrade cros31ng ellmlnatl
}of some mllllon dollars
~;Leh1gh Valley than would

~heavy passenger trafflc°

.1'

Once that 1s clarlfled

.'cross1ng ellmlnatlon 1s

.a flve year contract w1th the State ln connec

'_pAldene Plan 1f by that t

partlclpatlon 1n our pas

thhat also is before the Leglslature and
'“1n the addltlonal approprlatlon Whlch the App

"‘Commlttee 1s presently cons1der1ng¢:

SENATOR DUMONT°

;so far as the contract m

fllty because the con
Pns can be carrled ou
less before our traln

be the case lf 1t we

so‘far asith

~oncerned we are. pre

Lme the matter of 1mp

senger losses has bee

of c

| Suppose there were.

oney for serv1ces goe

the Aldsne

unds,”as yet,

As a. practlcal matter,

efore the

tvat_a;costu

s'goron;theg

e grade O
pared to slgn '
tlon w1th the
roved State

n clarlfled
ourse, 1nvolved

roprlatlons

no improvement

89 Wouldit o

'1'make 1t necessary and are: you plannlng to remove some

\ .

passenger tralns in | the next year7 R

MR SHOEMAKER°
Sl

w». .- Y T I
1preva11 1f no add tlonal money 1s 1n prospec

" are faced with thlsJ The

l

f‘funds enough to last out

: |
,;obllgatlonso

.'w1ll be no further cons1deration'by the Inter
. , : S e

I
I

o

Wlthout 1mproved;help'fromvthe

Loy

|

‘Mro Chalrman9 1f tha

Central Rallroad do

thls_year and meet i

t.wereito<h

t ,thenkwe

es not have o
ts yearaend :
State, there

state

structlon of , -

re done under

P I

@: :



Commerce Commlss1on to help us.

‘ And I might add in that connectlon that the law

'_under Whlch Federal guarantees areiprov1ded explred last
: June and this open questlon of $3 mllllon of deferred

_money 1s the last loan whlch the Interstate Commerce

Commission has openflnfany way whatsoever,‘ They‘w1ll‘noti
give consideration t0'any7additionaibhelp to us unless

there is additional State help that is an accomplished

.reality or atﬁleastvagreed"upon;f Without the additional
,passenger*moneY»wevcannot,meet our taxes on ﬁecembef>1s5

and our year-end obligations. =

) NOW’ 1E that’ié*thé Piéturé;uand'it iS,”We haVé _

‘no rlght to not do everything that" we ‘can do to hold ‘the

hrallroad together, and that: means thls,‘that on May lst

when we ‘can legally do it under our passenger contract"

Cif thls addltlonal help is not 1n prospect,;e on, May 1st
we would:have t0'move»to:take off~our passenger serv1ced

and our ferries.

' SENATOR DUMONT;"Are"you’talking”about”all'of‘

'YOUI" passenger -

MR SHOEMAKER I'mean? that's not a unilateral
thing’for us‘tO“do; Whlchvyou‘reaiize;' Wermustfgo to the
Public Utility Commission with'respect to train service

before we can go to the Interstate Commerce Commissiom,

‘We.mould'go-toithe”Intérstate'CommerCe_CommisSion,on |

ferry service and'on'passenger“train sefvicevafter'the'

'Board of Publlty Utllltles has con51dered 1t

SENATOR DUMONT Does thls ‘mean all of your
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',ﬁover most or all of the

y

#

passenger traln serv1ce

MR, SHOEMAKER
o ‘

~ SENATOR DUMONT

‘ A

OMR. SHOEMAKER :
¥ SENATOR DUMONT

Msupposltlon but suppose

now belng paid by the r%

- same tlme,ellmlnatedvthe

't.would this,put.you,in.a

‘ .

In other words;

vproperty:taXes:of:anyﬁki
'atdthe,same time tha mon
jthe State‘Treasurygﬁamou
and whlch has been reque
the next flscal year we
be;able to contlnue‘to o
‘you are dolng today\
N MR, SHOEMAFER

adOur help from the State

\
our passenger. contra

.on
by a strokeuof_the\hand
ellmlnated at the same t

and a half dollars bette

:

ey that is now being

ntihg to aboutr$6 mil

Yes, sir.,
And ferry service?
Yes9 sir,

gThis,uof;course9_is“quite a |

the'State Government.were't04take

varlous klnds of taxes that are .

1lroad on. property and at the

contract—for serv1ce money,

better or worse . pos1tlon7

if you no - longer had to pay .

nd, Class I, II or I1I, and
paid:out_of
lion a year

sted to go to $8 l/2 million for

re ellmlnated entlrely, would youf

perate,and to operate»better_than

f$3 million.

|

currently is a mllllon and ' a half

Our, State taxesfare

ct.  If State taxes ﬁere ellmlnated
and the passenger contract were‘
1me, we would be-Just.avmllllon.-

r off than we are today.

That mllllon an
- is not enough to permlt

'passenger loss, I have

a. llttle because 1f\we h

26

d Chairman,-'

i

us. to carry on.a $6 million

a half dollars, Mr

%o technlcally correct that Just’

Ld no State taxes =.our taxes




.charged agalnst passenger erpenses are about $700 000 F.Amrm_
I correct in that Mr. Brann1gan7:: » o o
MR MILLER SlX seventy two, elght twenty three,:
I thlnk is what you sald |
MR SHOEMAKERav I thlnk that*s w1thout the
allocatlon of some part of Class I
MR, MILLER: ‘That's r:Lght o o
MR, _,SHQEMAKER»:" 'I‘hat's why I made ie $790 000.
SENATORVDUMONT g So actually 1f you recelved a
'double amount of money from the State over what you "
recelve today? it would Just barely cover. your present
’»property taxesorrd . . | |
MR, SHOEMAKER That is correct, sir‘ o
SENATOR DUMONT Is the Central Rallroad of New
‘Jersey oontemplatlng anyvmergers at»th;s_p01nt.w;thbany
;other rallroad or rallroads7 | o »
| MRanHOEMAKER?’er’ Chalrman we have not been
fapproachedvby anyﬂrailroad.w1th respectato ourgbe;ng mergeﬁgv
We thinkgffrom_the>standpoint,of:logic'that,the‘company
_ belongsein the Q&Oﬁeh&ozn Reading'System° lThe affinity'oflgf
traffic overithe'years haS’developed that as a natural.' | |
gateway from the west v1a those routes 1nto New York Cltyo
There 1s ‘no interest. whatsoever upon the part of -
the C&O. and B&O in. talklng afflllatlon w1th us in the face .
of our hav1ng the debt we have and in the face of our |
vhav1ng the passenger losses that we. have and the hlgh taxes p
and the book loss year after year,

' SENATOR DUMONTe Suppose that there were thls net
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earnings type of tax,\do youfhave«anyrnetnearnings'at}the E

moment. ‘toA',be _ta_xed\? }'

b

~ 'MR, SHOEMAKER: . Ne, sir

]

.Chaifman;'that ourApuﬁposé

:ene9 is to serve. the publlc

;And if we ‘can allev1ate the

,respect.tovtaxatlon and passenger lesses'I»WOuldphepeithatﬂ

: ‘»

. our company could agaln make money.r

But I would

add,;Mr;ff”

in being in business, number

comes I would have no hes1tatlen whatsoever in:

'taxatlon of our company as such.,

of the State and shouﬂd nq

SENATOR DUMONT°' )

MR MILLER: Mrazz

had no passenger serv1ce'a1

fr, Miller.

be freeloaders,

and, number two, to make money,

problems thatuwefhaye»yith ‘f.-7

And when that7time

pnéper

We are corporate citizens

Shoemaker, am I right that if you

:vall.andftheBpreSentflecalgand -

| state taxes on rallroads were;Set-solely,ontyeurffreight

propertles and frelght bus
'stlll_beaprofltable?,

. MR. SHOEMAKER

(X

passenger service? |
. , W

MR. MILLER: No.

- o S
you‘were relieved Of‘dny ot

- serv1ce and you had no tax
hpresent tax system applled
| and . in that sense to propez
| would not cause the frelght

MR SHOEMAKERo’ili

.~ We

’ -

Sligation:forfanygpas

bu81ness to operate

iness, the freight business could
‘are still operating our

If you had no.passenger service,

senger -

on passenger facilities, the
solely:tO'yOur'freightfbuSiness;

-ty used in. frelght business, -

that obtalned as of right now

| we would be very close to a break»even p01nt w1th“réspeCt‘

‘to our freight operatlono AR
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at a loss. '
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MR. MILLER: That's what appears in the figures;
_MR; SHOEMAKER : More,tﬁan that, in aﬁpositionjto
have'éoﬁe credit hopes to. obtain money to do some of the =
modernlzatlon of frelght fa0111t1es whlch are badly needed
| MR, MILLER: Then the loglcal questlon next: Is
eoﬁtinﬁed passehéer'serv1ce necessary 1n,the publlc.lnterest?
MR, SHOEMAKER° Mr. Mme”r, let me‘a'nswe”r 'thet two
'waysq From the selflsh standpoint of the Central Rallroad |
fergettihgjany question of public.interest but from Qur‘ownll
selfish standﬁoiﬁt_there is only one .answer to that, we would
like to be out of:the‘passenger service asllong,és.ftlié
1mp0381b1e to operate it on a break=even ba81s, But yeu
‘can't make that kind of a decision in a vacuum,r .
| The second point is, as a. c1tlzen of the State
:persenally'and_as a_eorporate cltlzen wlthvrespect te-my
'compeny,.we.firmly'believe that the best iﬁterestskof the’ |
State arefto maintain'masé.treneportatibng'that.the net
cost to the State of highway substitution would be‘far‘
‘greater than taking over mass transportatibh entireii'ﬁpon
the keytrailrbad‘routes where it is now provided; |
| MR,SMILLERE_*In”a‘senSerﬁpaSSéngerfserﬁiéetis}ﬂ_;4j
é8sentia1awhetheriit operates at a loss or not so far
as the public is Concernedg‘ | :
MR. SHOEMAKER: So far as the public is concerned,
it 1s my bellef that it is hlghly des1rable for the
c1tlzens and the 1ndustr1es of New Jersey
. MR. MILLER: Are there any public facilities

then which would be built to attract more passengers to
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{

{

‘ !
3 =

|

I

>the rall serv1ce?-‘

o MR SHOEMAKER Well,
"Aldene Plan hav1ng been~worked out by the Rall

tatlon D1v131on,and,ourselves was that 1t prov:

one of the reaso

ns for the

Transpor- = |

des a re-

routing’of:the~CentraL Rallroad's malnllne serv1ce from

N-Phiﬂlpsburgv ngh Brlt‘:lge,l

‘Cranford

o has 75 000 people a day thbt llve w1th1n an. are
"»leles and work in- Newark

] in Newark that work 1n the area'of-50 mlles~ar

't.we all know, a great gart

- is concentrated in the 25w

parallellRoute-229:one of
'-jthe Stateo‘ |

i
B
The thlnklng‘hasj

- for the State 1nvest1ng capltal money invﬁhiS-c
'that 1t would prov1de a new mass transportatlon

Newark and thus offer}transportatlon whlch woul

*r”the s1tuatlon on Route 22«

I thlnk that?s an example of_howoinves

mlght w1sely be made,quo

'-vwhlch your questlon 1nvolved;}

SENATOR DUMDNT
(No response ) ']a'[

Mr Neeld any questions? o

MR. NEELD°
| SENATOR DUMONT

~Shoemaker,“

1nto Newark‘sthe State s largest c1ty

of the populatlon of

No questi@ns;,,

:wThankiyou_very‘mhohsM

|30

Somerv1lle9 Plalnflel

nlle area. west of Ne

the‘mostjcongestedhhl

IS
:Mllier,'to achiewe.th

AnY"further questions

been:that_parthbfhtheg

a, Westfield, a,

. Newark

a of 50

It has some 50 000 people l;v1ng :
und,  As

New Jersey

ark. We

ghways in RE

Justification
hange is
rqqté;intd

d relieve

tment

e purpose
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MR SHOEMAKER - Mr.. Chalrman, thank you very much
for the opportunlty of . testlfylng } A . |
| .SENATOR DUMONT': Mr,vBlunno, you requested an’ ;Q_;je
;_opportunlty to be heard thls mornlng as you have other o

commltments.todayﬁsorsuppose‘we_puttyou_on»now,”,x .

VI N CENT P BIUNN 0: Mr. Chairman and
members of the Comm1ss1on, I appear here today on behalf pj
- of the New York Susquehanna and Western Rallroad Company.bn

vv It has been 16 years since the Comm1581on undertook
{a detalled studyof’the pattern and pollcy of taxatlon of
dNew Jersey s rall carrlers, The Thlrd Report, publlshed 1n
vl948 followed closely on the heels of the 1947 Conventlon
and Constltutlon, the property tax clause 1n Whlch requlred
_alteratlon of some aspects of the 1941 Rallroad Tax Law,”
| espec1ally 81nce the Constltutlonal Conventlon was consc1ous
'of the fact that the tax clause would result 1n a subm o
.stantlal lncrease in the burden of taxatlon on: rallroads
v1f there were not changes in. the statute, and 1t memorlallzed
the Governor and the Leglslature to*recon81der the entlre o
frallroad tax law in the interest of flnanc1al Stablllty and
efflclent serv1ce of these publlc utllltles@'" |

| It must be recognlzed that between the adoptlon of

the Constltutlon in November of 1947 and the subm1831on of |
the report on February 16 1948 there was far too llttle tlmev
to undertake the klnd of full recon51deratlon that was really
needed for the long range. Nonetheless, the Commlss1on dld
succeed in prop081ng a mechanlsm by Whlch 1t was poss1ble by

a tran81tlonal approach to prevent the substantlal rlse 1n
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‘ ’future,

A related to 1t

SR
.burden that was. antlclpated

perlod endlng w1th the year 1952
i

b_thls was the most" that could have been expected;

This.wastscheduledfforaa S*Year_‘

Under the 01rcumstances,

jBut.the

study came shortly after the World War IT- perlbd,’during”””.

which mllltary demands for frelght transportatlon;combined'»

with gasollne ratlonlng had boosted rallroad revenues.and

earnlngs to the hlghebt l vel that they had reached 1n

ol
decades, | e

.. The 1948*Repbrt:nptes anhawarenessjof
, sl s ) _ v e

circumstance, and'it‘considered.trying tofgauge

this unusual

».the”expeCted

economlc position of the rallroads in the foreseeable

|

But 1t concluded'that such a progectlon ceuld not.

then be made beyond obserwlng that a steady rlse 1n the |

ratlo of operatlng expenselto operatlng revenue: and,a

_dlver31on ef trafflc to other forms of transpox

| made a proJectlon unrellab@ea’

“tation,

- This one element ’I thlnk was p01nted out by‘ ,

RERN

~ Mr. Miller_s_questlonlto therprev1ous«w;tneSS-1ntcenw

\ nection‘with stepsrthat mikht be taken'touincreasefthe_

‘ 1' .
~number of passengerseg
A H

~ answer to 1t doesn’t tell y@u what ‘you need te

‘because when you are selllng below ‘cost volume

{

'_help, 1t mlght s1mply 1ncrease the loss,' What

Thib is not'the*question

and.the[

know .

,dbesn!t -

you need .

,to know 1s not the number ef passengers but cam you meet

.thls questlon of the ratlo between eperatlng expense_and

g t
Qrevenue9 and the number of;passengers 1s not ne

Thls 1s qulte 1mportant

What was 1n 1948 predlctlon has 31nc

"’4‘
5 -
; 3132
|

i I

cessarily.;,

e become

@

k'



_history -- 16 "y‘e"af‘s'wéf' it -- showing not only that the
economlc capaclty of the rallroads could not absorb an
.1ncrease 1n the aggregate tax burden but that 1t could not
malntaln the level at Whlch the Commlss1on then almed |

- For the ‘year 1963 the total taxes assessed on‘
‘rallroads for State and local uses came to $l7 2 mllllon,
and nearly $l4 7 mlllion of thls was the tax on Class II
'property dlstrlbuted for. local use.

| At the Tenth Report noted last year, in Table 51
lethe dlstrlbutlon of thls tax’ revenue 1s extremely spotty,"
~due to the 1nev1table concentratlon of rall yards and
.fa01llt1es along the west shore: of the Hudson Rlver.
:“Consequently, it 1s plaln that any pollcy recommended by
thls Comm1ss1on must take 1nto account the 1mpact whlch a :
.reductlon in or the loss of those revenues would ‘have- on
‘the mun1c1pallt1es 1nvolvedtas well as in the dlstr;butlon'
h of the county tax burden, | | | y
Yet what is involved is, in most cases, manageable,
- The table of equallzed valuatiens for 1963 publlshed
under chapter 86,of,the Laws of lQ&h,»shows that in mosty
‘cases the‘ClasS"II‘prooerty-assessmentsvare_a-rather'small
fraction.of'the equalized,valuations, In a few cases they
}are a cons1derable factor, |

At the same time, it must be recognlzed that ‘a

.changegof_formula,or, for that matter,.a.completevexemptlon;‘
“would work'unevenly'in'respeCtito the railroads af£é¢ted;‘
‘and without:regard.tofeither the”importancefOf a”oarticular’

‘line or its economic conditiom,
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“~m1ss1on ought to be - 1n the

\ |
o
|
Sl
As a consequknce,

f
‘ .

the.deliberatiohs,oﬁ

contekt of thefwidé»

variety of

-elements whlch affect‘the economlc condltlons of the rall

carriers, even though it will in the end deal A~;marlly,“gf;"

;with-matters of'tax'poliey

' You must get all :

]taklng to develop a tax pollcy 1n respect to tt

_'carrlers,. Thls was the technlque developed in

‘ i

'801ences by Gallleo9 whose

onlyo »5;,_d

the relevant facts be

mmrail_pv'

400th annlversary was:celébrétedf;h

:only last month The factL must be gathered OtJeCtiﬁély.

Vrand accuratelyo Whenrthev

‘.~w1ll stand out sharp and clear;”:

What klnd of facts should the Commlss1onpgatherlﬁgp

have,beenalthQGCholce,QfﬂanSWers

.for thls context? Flrst,.lt ought to have a brief,_gﬁ

evolutlonaryrreV1ew of the

rallroad from the development ‘f7

i .
of. the steam carrlage and ltS practlcal banlshment from

the publlc hlghways by the
|

Engl1sh Red Flag Aots so: WLdely ,‘

"copled 1n thls country, through the development of the

'ffprlvate road and 1ron‘rallg

_acceptablllty, and then to
' \

as the-means'togga;n'

‘the practical development of

v

the 1nternal combustlon englne,and.thejreturn,towtheh, j

i

‘t!hlghwaya,_,;.:ja N I T

The Comm1331on shouldjhaveja suﬁMary;ahalygis o

D . |
of the des1gn9 purpose and

malnly executed through th

i

- Interstate Cpmmerce‘w

QPeration'of federal'policieé,_ih

:Z:Commlss1on, 1ncludlng the pstablishment of7federal*loanj

,guaranty prov181ons ln 1958,and thelr abrupt demiser_‘e.

'hlast:year,,;”j g | f

o
sk

the con-

~fore.uhdére“h

the'naturald :
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It should have a sultable study of the:lbjd:
pecullarltles of the flnanc1al structure of rallroads JgVﬁ“
'whlch have led. to the practlcal dlsappearance of new““
equlty capltal‘ as’ well as of the maJor klnds oﬁ expense,fl
'both for operatlons and flxed charges, to whlch the -
‘:revenues are. applled | ‘” - ' | R |
: It should have a careful analy31s of the economlc ;;
»bworklng of the passenger serv1ce contract law whlch |
;uses a standardlzed passenger capa01ty car mlle as the 'ljb
measure of compensatlon for serv1ce wlthout any factorv
:rfor the relatlve cost of the operatlon, Thls means that

3two 1dent1cal tralns w1ll receive exactly the same -
- cmnpensatlon for a. run of the same length even though one
i;operates at a proflt and. the other at a loss, o
"” It should have a study of the questlon whether the‘
"_reductlon or abolltlon of taxes,-and the payment of -
'serv1ce contract support are effectlve pOllCleS for deallng‘
-‘w1th the problem or whether they amount to no more than |
'puttlng money down the draln unless accompanled by other‘”;
p01101es that have a reasonable chance of gettlng thev'
”operatlng results back 1n the black o |
| | It should examlne the very perceptlve report of
’the Assembly Commlttee 1n late 1958 or early 1959 that Ut
:was prepared after the comlng in of the last study by
vthe Metropolltan Rapld Tran51t Commlsslono N |
| ' It should ascertaln the dlrectlons taken under
‘the New York New Jersey Transportatlon Agency Compact,

1as establlshed by chapter 2h of the Laws of l959 enacted :
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|
'<

l as a consequence of the ﬁssembly Commlttee report

It should analyqe the. effectlveness of the ‘use

-~ to whlch the revenues of | the Commuter Beneflts Tax Law' 1fl'

W

have been applled o |

It should have rev1ewed the prov1s1ons of the'l948>’

l

Railroad Tax Law to ascertaln whether the obJect,of bringing_

_1t into llne w1th the letter and Splrlt of the new. con-

stltutlonal tax clause was in fact achleved 1J all respects.

! [ - o
It should analyze the relatlon betweenrthe .
assessments on Class\II ra1l property and otherfrealz

property taxed locally at‘local rates, before and‘since
e |- B ' '

the establlshment 1n 195%, of means for estlmatlng the

'extent to whlch aggregatellocal assessments reflect

r

,§|
approx1mate "true value‘

It should examlne, espe01ally for those munlc1pall~'

ties. der1v1ng the maJor p%rts of the Class II tax,.the
"analys1s of bus1ness personalty assessments developed

under the flrst study'of that subJect made last year
|J AR
and Just reported in February.

S Wlth these, and other facts that will doubtlessl.
‘occur to the Comm1ss1bn a%d 1ts_staff ltfwlll be - \
,posslble to,turh;tovabmeaqlngful.conslderation:ofrtaxhv
| e In the publlcvlnt;rest, a sound tax pollcy for

the klnd of problem here faced is one that w1ll-encourage

the taklng of steps and actlon by all concerned almed‘at-

maklng 1t poss1ble to,prov1de needed serv1ce,ito‘meet :
expenses, pay taxes and earn a falr return on 1nvested‘_
Do ) R Y P RS

|
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capital. - The Commission cannpt hope to solve the entire

vr“Problem; -But what it does in the area of taxation must

. be compatlble w1th what must be done, sooner or later,

'_1n the other areas. This will take keen perceptlon,
x"imaginatiOn and courage. v'.‘ » | ' ,
- Insofar as Susquehanna is concerned 1t would
711ke any other enterprlse gladly pay a larger tax than o
,’ls,nowvlevled uponvlt,‘lf it were only poss1ble to
voperate under conditiOns that would resnlt in earnings
.sufficient tovjustify.the taxes. Instead; it has been
vv’compelled by the'State to pay taxes which are in dispute
as_to’awOunt before the’review'of the tax has been - 8
completed --'a reduirement-not imposed upon any other
1person subject to. real property taxation -- and to'engage.
;1n wasteful lltlgatlon to establish the correctness of
”1ts pos1tlon._ |
» In the area of tax equity alone, " progress has‘
vbeen-t00'slow; It was on March 11, 1957 -- nearly 7
yearS“ago and on the same day as the first'Swit: case
| was‘decided, that our Supreme Court, in D. L. & W. v. Neeld;
dénied“to]a railroad the same relief itvgranted to a real
 property taxpaYer in the Kents case, nearly U4 years later,
but which has not yet been fully applied to Class II
property. | |

E Tax cases based on dlscrlmlnatlon are dlfflcult and

:sexpenslve in the absence of a rule like that laid down 1n
.'Kents, but at the administrative level where the bulk of

| the tax appeals Stlll repose, the railroads are stlll
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."v.‘: B . .;o J, ‘7:. . - . .“
denled the constltutlonal‘rlght commanded by the Unlteds

States Supreme Courtwln the Hlllborough Townshlp case,;,r“"

'vde01ded 18 years ago‘ln respect to New Jersey tax__

law. That case laid down

Amendment

in- establl@hlnixequallty of treatment

' the rule that the 14th

‘that where dlscrlmlnaFlon appears the State 1tselfsmust
‘ e

‘.undertake to remove 1t

“the person dlscrlmlnated agalnst ‘the burden of

and that 1t may not 1mpose upony

correcting

The p01nt has sometlmes been made that the

: valuatlons on whlch Class‘II assessments are based are

vobsolete, and hence that uhe rule of Kents cannot be

_ applled unless the rallroaﬁ flrst establlshes,

4
i H

the current fullvtrueyvalue,_

. The point‘is’unsound for two reasons:‘
|

1t is the assessor's burden and duty to estab11

value° in the Neeld case,uthe assessor sa1d~he.

assess1ng at true valuevbecauSe~the statute so

in later cases he claimed}Fhat he did not know

- true value was -- desplte hls certlflcatlon of

as constltutlng true value‘nm and. so, he sald

determlne whether dlscrlmlnatlon ex1sted

These statements hannot both be correct°

. - Second, there have been numerous - whol

.revaluatlons of real property 1n many mun1c1pal

\ ,
.1ty1s belleved'that 1n no‘oase -

: few -- has. the revaluatlon work: included the Cl

o_rall property in the same municipality,zthus.co
_ | [ OEREAJN S

i
|
i
I
|
i

e
00 :

by proof,

first,
shvtrue‘;
was
directed;
what the

an amount

esale

1ties, but

. or 1f any, then but a .

Fss_II

ntaminating

, requires -

/he could not .

W,

e 1)



:the whole effort w1th the same defect that Was struck down
eln Baldw1n V. East Orange. o
" Whatever else thls Comm1ss1on may do, 1t must at b,\t
.least dlrect attentlon to the compelllng need to erase |
rpromptly thls contlnulng lnequlty of treatment as between ;y‘
‘Class II real property and other real property taxed locally,‘
_ | And if, 1n any area of 1ts work “the Commlsslon
should flnd a need for 1nformat10n analys1s, study or |
hgother materlal - the Susquehanna stands ready to contrlbutev
fall 1t can to the development of a sound solutlon to thls d
1mportant problem,." 'd | y
‘ we have avallable,tand can supply,‘condensed

‘tabulatlons show1ng the extent to Wthh Susquehanna s
T‘flxed debt was. reduced at. the end of l6 years of
: ﬁbankruptcy reorganlzatlon ln l953 o R |

| E We have avallable, and can ea81ly update; summarles
of the annual out of pocket loss on passenger serv1ce, the ’
frelght earnlngs, and the total earnlngs before flxed
,charges, _ . -

We have tabulatlons of the worklng capltal

‘,p031t10n at the end of each year,_vvvh
| We have analyses of the loss from passengerhv
}loperations, show1ng'that total passenger revenue-comes:to§;
“less than half the cost for crew wages alone
| We have condensed analyses of passenger counts
“: fron varlous areas, both 1ntrastate and 1nterstate. |
These, and other llke materlal 'are avallable

]to the Commlss1on for the asklng '1It'need only 1ndlcate
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! R |
the materlal des1red and 1tswill“bé'proVided as”

-f.'as poss1ble o _i

o

'SENATOR DUMONE
ASSEMBLYMAN TANZMAN Well, What'is,the

"the Susquehanna?

‘promptly

‘Aﬁy questions"of'MrI”Biunno?
position of

' Mr° Shoemaker gave us the flgures'bn»whatt;

. the Central.Rallroad pald and what.thelr losses Wefé‘Aﬁd“‘

ﬂ_howfthey'cametabout' I.thought we mlght have ' sor

from you as to what your op erations mlght be.

MR, BIUNNO I|w1lﬂ give you what we has

-idon’t have flnal 1963 flgur s yet; “We w1ll¢have

shortly "' . 'CV l W‘
V So far as taxes aré concerned the 1963 1

'two hundred elghty nine! plud thousands for Class

: l
IIIrtaxes I‘m'sorrya Is that right?
i
Class I and Class ITI comblned,

| . 1
|

a total for State use of slxty thousand and we‘]
I_. N : .

Franchise taxiiL

three hundred dollars

i
i i

) Class II taxes were

the most recent flgures I have on o
| \ -

~and earnlngs are as of the end of '62

'are much dlfferent or llkely'to be much dlfferent

A

$65,553;j And the tq

categorles $125 841
N Now9

I'don‘t b

dend of
The passenger out oF pocket loss for the

was $l77 604 Frelght earnlngs were a deflClt of

The comblned earnlngs, before flxed char

. \

‘a def1c1t of $233 854 }Y

Worklng capltal at the end of 1962 was a

[ 40
e

ve here.

},000,

ne figures -

CWe

“them Véry‘

igures are .

I and Class

| No’“$5§fﬁ881f6f ER.

Making

1 round off,

tal of both

perations ,
elieve they

for the
year 1962
$56,250.

ges, were

deficit:




of $1,173,029 after making allowance for long-term debt
due within one yearo | | R

ASSEMBLYMAN TANZMAN ' One other questlon ‘what
are your suggestlons:as to the solution of thls problem?

MRQ,BIUNNO: ‘Well, I don‘*t think that anybody can
suggeSt a solution.tOdayo. It*s not- that easy. If you
will let me give you an example -

AS SEMBLYMAN TANZMAN° My p01nt 1s, ‘Mr. Shoemaker
p01nted out what would solve hls problem ._

MR, BIUNNO: Yeso I don*t think taxesvw1ll solve
Susquehanna?s problemgl.That*s'the point I haVe tried to
make;‘ ( _ o : :

| A great many answers have to be developed of
whlch the tax polloy is one, and thls Commlss1on can*t do
anythlng about the other pollcles7 yet what 1t does do in the
tax-fleld should tie in, 1ntegrate9 be harmonlous w1th what -
is done in. the other fleldsc | |

Take the Class II tax for exampleo The largest q
81ngle 1tem there is the tax on. waterfront property in
Edgewatero Nowy Edgewater is not served by the passenger
rumn. bThat'runs onvthe'line'throughuPaterSonfandfinto
Lincoln Tunnel. .Edgewater'has“no interest at all in
whether Susquehanna”carries passengera.or'not; :They‘haue
an intereStvin the tax reuenueov There is noreonneotionT
between the two exoept the Susquehanna owns the land and
pays taxes on 1t and runs passenger serv1ce somewhere else
-to sustaln the loss, These are very dlfflcult things to

relate to each other. All Iican_say_ls that when‘you are

u1




|
!
\
\

in the red all around you ve got to cut everythlng you can

and anything you. cut w1ll help

ASSEMBLYMAN TANZMAN:
\

Is your assessment on. the

land in Edgewater higher th#n on similar land owned by

|
|
|
|

other people in Edgewater?

| .
MR. BIUNNO: We think it is.
. i \‘

" It*s in court. Part

is in court and part is in the administrative .review stage.
v | )

I don't know if yod know the stretch, it's a

|

‘pliece of land just north ofithe,old Ford Assembly Plant.

The docks are all run down and the piling is no longer

useable, It suffered from %rymrot, I think they

It's silted in.

call 1it,

If somebody really needed waterfront

facilities, you would have to spend a lot of money to make

it. useable,

And if you wanﬂ‘solid land, I suppose you
. I

could find it much cheaper sbmewhere.else.and you. wouldn'®t

have to fill it in.

So, in'the shape it's in, this isn't worth much.

It has been put on the markek for sale. The best

offer

that was received was at a l#vel that would produce.a

value - oh, maybe 80%, no, about 70% of the assessed

. ‘ N J
valuation, and that buyer didn't have any funds do- the

price didn't mean much.

received quite recentlyfwhich apparently do have

Thete.have been some bids

some

funds, at least their checksiwere tendered with the. offer,

and these run, rpughly,fone»huarter.ef the assessment.

Now, what this meané9 I don?t know anymore than

you do except that it doesn t look good We coul

d argue

about what the value 189 I suppose, forever, or whether




it‘S’inrline'with everypody else’s.
 ,¢aASSEMBLYMAN,TANZMAN: ‘My.question was, is your =
assessmenf in line with the adjacent owners. N
i MR, BIUNNO: This is what's hard to say. The
tadjacent land is developed,in good shape, is filled in.

ASSEMBLYMAN TANZMAN: I don't know yourvpfoperty

’so>I can't debéfe‘fhe‘point with you. ’
| ‘SENATOR DUMONT: Mr, Davis.

.MR,,DAVISzv You operate only a few.passenger-trainsg.
don't you? ‘ v |
| MR, BIUNNO: That's right.

MR, DAVIS: What is the gross of that passengér:
Vraménﬁe£$v¢~. V ‘ . | |
MR, BIUNNO: Do you know what that is, Mr. Gilman, .
currently? It.has.been changed7>you'seé?fwith the service
.cohtraCt made'iast July, the last six months of;fhe.yéar;f}

: MRQ DAVIS: Didn't ydu attempt to abandon all of
viyour passenger business?
| MR. BIUNNO; Therethad been PrOceedingsyﬂwe'wént up
to the U. S; Supreme Court on it, and then theré had: been o
‘new prbceedings initiated before the Public»Utility.'
 'Commiésion in 1963. And then,. of course, when the.sefvice‘:

' ¢ontract‘was négotiated;one of.the.clauseS‘reQuired_by

the statute is a cowvenant not only to discontinue any such -
proceedings but to,actively reSist.anyo-»So¢ of course,
'that'procéeding~had to be dropped’af that time:in.order'to,:
enter into the\service.cantractg*‘.

Are you talking of total revenue, Mr., Davis or --

43



I | |
] | S
|

MR..DAVIS: Tbtal‘gross passenger. . ‘

‘.MR. BIUNNO: Totangross passenger ~-well, before'73

the service contract which altered the picture some, and
. : |

! ‘
‘ .

we don't have figures on it -- ; -

- MR, DAVIS: How muhh do you receive from the State-_

'on the service contract? | in
| ‘

S
v MR BIUNNO: The rfte is, I think, something like
\ | : - ] o
$22 000 a year - is 1t? : S

| _

MR, GILMAN No, it is now on a basis-ofl$49,000'

a year, but that is subJect’to ‘the prov1s1ons of the con-
»

tract whlch is in process | Our revenue last year'was’in

| | a1
the nature of $44,000 and our loss, as 1ndlcated, was

$177,000, R P
. , - \ ‘ : :

SENATOR‘DUMON#: Excuse me, but would you identify
' ! y .

yourself for the purpose of |the record, please?

|

MR, GILMAN:’ Ec HJ B. Gilman, Vice President,of'the:t

Susquehanna‘Railroad’ J. :[ S o |

MR BIUNNO: In 1962 our. gross revenue from

passenger service was roughly $48 000, | i
' .

|
MR DAVIS: You lost $l78 000 after youyrecelved

$u9 000 from the State? F |

‘ MR, BIUNNO: Np, I don*t'have the '63 f%gures,
Mr, Davié, which would include that. The '62 figure,
which-was'the last fullyyearwe have - flgures on,n- $48, 000

revenue, $59,000 for malntenhnce of equlpment $ﬂ22 000 for --

well, $106‘000 for crew. wages, and other mlscellaneous
)

|

items bringing it up to: $123>OOO for actual operation;

| |
general expense $25 000 total out of-pocket $213,000
| , ' A | |

e



as against the $48,000, It has provided an out-of-pocket
loss of $167,000 to which there is then added related taxes,
payroll taxe39 vacation allowance, health and welfare, of
$10,600, bringing the whole operating deficit to $177,000.
Now,,if*s from'that figure that you would make the adjust-
-ment for the State compensation. It would bring down the
$177,000, roughly, by whatever amount you receive.

MR, DAVIS: This $234,000 loss, is that after
fixed charged?

MR, BIUNNO: No, before.

SENATOR DUMONT: Are there any further questions?

MR, MILLER: On the passenger losses again, is this
due to the fact - you said that passengers only pay about
‘half the crew wages - is this due to the fact that the
cars are rﬁnning much ﬁnder capacity?

MR, BIUNNO: No, I don't think so. I remember being
told by the former President of the Company that they had |
run a study which indicated rather clearly that if they had
a car filled up and got more passengers they would simply
fun up the loss. The trouble is that the run is too short,
you_see9bitfs a very short run. And the amount of revenue
you get in the light of some of the fixed expenses simply
won't cover, |

MR. MILLER: I can't believe that.

MR. BIUNNO: Come out and look at the books any
time.

MR, MILLER: If you had more passengers in the

same cars with the same fixed expense, including the crew,
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B | |
_ . - ‘ .
you would lose more money7\ » |

MR, BIUNNO: There s a llmlt as to how‘many you

L.

can put in a car and then you've got to put another car on,

T .
MR; MILLER: 5Well I grant you that anﬂ then you

run up your expensesa‘ The

- now operatlng and sustalnlng thls loss are operatlng
J

under capa01ty9 81nce you get a State payment based upon'

Ca passenger capac1ty per car mile - you are being paid for-

\
capacity even though you carry no. passengers, -Now the.

questlon is. whether you do’carry as many passengers as you

are being paid for¢-~ i‘.-!“_ o 3 o

MR..BIUNNO:_ The tate formula is one I do not -
understanc_l° It doesn’t pax for passengers it nays for“:
O, MILLER: night; Now, is this_spacL‘being
MR.. BIUNNO: ;f you put an extra car en, you
get paid for it.whether anybody rides it or nbt’

used?: |

‘MR, MILLER: That's true.

MR, BIUNNO: So you put on more cars than you

Would run if you.werenﬂf getting paid-by the Sfate, Thét's

A
|
1

perfectly,obvious,» i
MR' MILLER: Then Py question is, iS'the space

‘being used. ' 5 .

‘MR, BIUNNO No, it*s not being used.
MR, MILLER: . Then the losses are due to the lack

of utilization of the facilities provided.

MR, BIUNNO: No,.it“s not because when we didn't




jhavewthe ear-bn we didn*t;have.anyrdemand‘to~put~atear“5p"{gf
| ,en, There was no demand for that extra caro, }1u-f:.$L¢~;:»f
| ,MRf MILLER; And they were 'still underused.
- QMR,tBiﬁNNO:-vThey were used to»full.capacltyuefa«['
‘what was on there. O  - - ) ‘
- MR, MiLLER: Wellf.are-yOu'nbt being paid toxeon—
' tlnue the service you had before rather than 'to 1ncrease 1t?
»_chBIUNNOG 'That' rlght
~MR. MILLER: . So you are not puttlng anymore cars .
,on, you are belng pald not to take them off. | |
| MR, BIUNNO: There were cars put on that Were not
there before. | . | -
_MR,rMILLER There were? ‘
, i-MR° BIUNNO; And that's the run in the mlddle of
bthe,day which I_understand gotvessentlally no passengers
at all.  This makes‘no-eehse to me but that's the,wayéthe
elaw 1s wrltten@.‘ » | __: | |
ASSEMBLYMAN TANZMAN: - At whose.reQueet were;
:these_care'put;on? | | . |
MR. BIUNNO: I think the ihcal commuter groupsb
for:seme years have been 1n51st1ng ‘that if there were more.
;runs avallable there would be more passengers and. thls
was the point of experlment to: flnd out whlch 1t 156”‘
MRquILLER - The. chlcken or the egg,
- MR. BIUNNO: . The total number of people is roughly
"somethlng like 200 200 people that are- served by thls llneo-
|  ASSEMBLYMAN TANZMAN: Is that all? |

MR, BIUNNO: That ‘s rlghto About 907 travel
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in to New York City, and the larger portion-Ofﬂthe'ZQO

) ) ) ! . 3 ] 03 : ‘ - 3 : N
~ are from Paterson and}EastL which area 1is very!heav1ly served -

! . v v v
by other means of transportation; o ‘ _“W

I-Understansthatlin this”eXperimentaﬂ period
I ; I .
there: was some 1ncrease in| passenger service but not to

l

the extent that 1t would make economic sense. {y

MR MILLER: In your ‘statement you salb that there
! ’ :
are other policies - other‘than taxation,; I take 1t - that

,would have a reasonable chance of gettlng operatlng results

back in the black. I wondered ‘whether on. the basiS'of

the Susquehanna s experlence there was any publlc"action that

: mlght be looked into p that end o S a L
. : | | .
MR, BIUNNO: Wellﬂ I’m sure there is.-

MR, MILLER: Do you. have any Suggestlons?
i | | '
- MR, ‘BIUNNO°‘ I am‘not prepared to go 1nto it right.

thls minute but I would be\glad to send down a memo on it

if you flnd that of 1nterest
“ | = N SR
MR, MILLER: - Wellﬁ_the people running the business

~ would probably have the'besk‘idea‘offwhat might|be done.
SENATOR DUMONT: Mr,-Biunn09 you menti?ned here,

~ the compelllng need to erase the 1nequ1ty of - Class II
real property tax. Now, thE Susquehanna pald $?S 553
in this type of tax . 1n 1963 and you got accord}ng to Mr,

~ Gilman, about $49 000 in contract for serv1ceso Are.you '
v ' ; N '
aSklngvfor more contract for”serv1ce'money-next year?
'MR; BIUNNO:" I don't thlnk there 1s any7"

connectlon ‘between the'two? Senator,/

| . .
SENATOR DUMON$° ‘Well, are you g01ng to ask for
N

|
|
o
R

¥

@



anymore in the hext_year?.‘Are you already asking for more?
;‘MR. BiUNNOi i'haye no idea. There has been a

‘hearing held,just recehtly and a ruling by Commissioner Q

Palmer is expected in a matter of days, I would say. And

then, dependihg.on what his findings are, negotiations

would follow. At this point we are not prepared to say what

it wili look like. But I don't see any connection, .

Senator. |

If a man owns some real estate in a factory ahd'
makesﬁsome product or other? the fact that the State may
buy hlS product and pay him for 1t is nothing to take
1nto account as to whether his real property tax,ls fair
or not., .The State is buying service here.

SENATOR DUMONT: -Well, I'm not saying that it is
fair. = What I‘am trying,to say is that most of this money
that we are paying the railroads is actually enabling them
to pay thelr property taxes to some degreea %

MR, BIUNNOz That may be true in one sense =;

_SENATOR DUMONT: It’s not dedicated momey but it's --
.‘MRO BIUNNO: I don't knou whether it is possible
to generalize on‘ito In our case it means that we are
continuing to suffer a‘loss that we might be better off
without and be still better able to pay property taxes.

In other words7 if we dldn?t have a State contract
to contlnue our passenger service, even though we would
stlll be in the red we would be far better able to pay

our: property taxes than we are under this method And

I say, they have no connection. It may have been somebody“s
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" motive but I don‘t thlnk they are really relate

: SEI\IATOR DUMONT Were you Counsel to G

Meyner at the time that th]

R, BIUNNO ﬁNo,‘ y

1 .

'SENATOR DUMONT: The contract for service?

MR, BIUNNO: No, i

- SENATOR DUMONT" Y

s formula was devise

was not.

t was after I left.

our railroad I take

d,

i

1t would

like to get out of the passenger bus1ness entlrely, Is

that rlght7 vi

MR. BIUNNO:

want to operate and make money,

there is no partlcular dlstaste for theopassenger business

Not ﬂn and of 1tse1f

‘I‘thlnk they

’As Mr, Shoemaker said,

C1f we could flnd the answers'as to how to'run it and

1

let's say break evenabi

SENATOR DUMONT ~Are you making any.effort to

plck up your passenger trade?'

MR, BIUNNO

31derable effort 1n the las

contract was made,_ }k
" | SENATOR DUMONT W

has the Squuehanna endeavo
operatlon lf ZTHT”: "i.

MR BIUNNO We ve

Salarles have been heav1ly cuto

-offlce expenses, They'have

1nexpen31ve offlce space ofiered to themd

red to make; economy

managed to get some

_ They

I understand there has been con-

half year, s1nce the service

hat attempts about.an‘economy_

in

cut’about.everything possible,_

They are cuttlng,their

very

slmply

have- to, you seev because the contlnulng deflc1t creates

!
t
1

~quite a cash problema- P

|
3
1
|
;
b
|

overnor -
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'SENATOR‘DUMONT° “How large is your operat10n7vwﬁ
. Mr, Shoemaker mentloned the number of mlles of track they
- operate and ‘the number of employees on. thelr payroll etco,:
how large is Yours? ) | | j' | ”v | ‘: |

MR, BIUNNO: I think Itmill’haVe‘to'oheck.thatr
‘w1th Mr. Gilman. ‘ .

MR, GILMAN: About 70 miles of track and 300
 employees, | ‘ | |
B SENATOR DUMONT : Is all that track in New Jersey?

MR, GIIMAN: Yes, sir. | | R »7‘

» '~ SENATOR DUMONT: :You‘don'tohappeﬁ to know off- -
,hand.what your»payroilramounts to.annually;odo you? |
| :17MR;'GILMAN:"N0§_deon’t have that., And as far
| 'ras'economies,.we've.reduced,éome.ZOS employees to'Sdewbn
since 1955, - |

' SENATOR DUMONT: _Isuyoﬁr railroad,contemplatihg

Aény merger~with any other‘raiiroad or’raierads?" -
MR. GIIMAN: We have applled to be merged in to :
: the Penn Central merger. | ' | |

" SENATOR DUMONT: Suppose you didimot get any
increase in your State monmey on contracts for'serVices;' :
.begiﬁniﬁnghenever'your contract.year;starts; do you plan
to continueryOur presehtfpassenger train service or werep'v'
you contémplatiﬁg'ébaﬁdoning it? o

MR, GIEMAN? vOuripreSent application to the
Highway Department contemplates redu01ng from 5 '
',passenger tralns 1n each dlrectlon to 3 passenger tralns

in each direction. Naturally thevcompensatlon will adJust '
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as between 5 and 3. 2 N

| |
o ",
-

SENATOR.DUMONT And they all run betﬁeen Paterson

and Edgewater9 is that 1t7‘ Are they the two terminal H“m”f

p01nts or what are the terﬁlnal p01nts?

MR. GILMAN: ‘No, the passenger serv1ce is'between

1

Butler and Susquehanna Transfer whlch is in Noth Bergen, S

where the passengers are transferred 1nto buses\whlch take

them through the Llncoln Tunnel to the Port AutPorlty Bus
] | :
SENATOR'DUMOﬂT: #nd presently there are flve

trains a day in each cﬂirectlon°
: i 1

‘Terminal, i

B
MR. GILMAN: 3Yes,{sirc o

\ !
SENATOR DUMONT ﬁrom one termlnal to the other,
~is that right? ’ |

MR, GILMAN‘ Three from Butler to the ousquehanna

Transfer and two from North Hawthorne to the Susquehanna

Transfer, in each dlrectlon,_

| - R o
SENATOR DUMONT Carrying approximately 200
| | \
. . .
MR GILMAN° From‘Fhe last count we. had in. the

passengers a dayo

eastbound dlrectlon we carrued 311 and. 1n the westbound

vdlrectlon 211-'thls 1ndlcat1ng a.100 increase 1A the six

|
months of hav1ng had, up untll February 10th, three

additional trains in each dlrectlon, We doubled. the
service fromathree tralnsvtbwslx trains and got{a 50% .
-increaSe in our'business9 from 200 to 300, | .
o SENATOR DUMONT wavlong‘agq;did you.do that

doubllng? S;x_menths,ago?

l
?2
|

tdy
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MROEGlLMAME Julyflste

SENATOR DUMONT; 'Anyﬂother questions?

MR. BECK° Do you have any federal guarantee loans
outstandlng at the moment7 | | _.

MR. BIUNNO° There was a loan ; what was 1t l9607

MR GILMAN $300 000, -Whlch is belng pald off and
fa $550 000 loan to purchase three new locomotlvesﬂ ,l

MR BECK | May 1 ask Mr. Blunnoyvln yo;r statement
'you‘have glven us a number of suggestlons here as to what ~
the facts are that we should bear in mlnd what we should -
vlook to in our cons1deratlons of your problem9 and so ongd”

and you have 1nd1cated that tax rellef will not solve your B

h-;partlcular pnoblem

MR, BIUNNO: - No, I don't think it will solve the
irailroad problemlasnsuchw | o ‘ o
MR BECK?-‘Alerlght the railroad problemo
Now7 I would like to know9 based on your experlence
exactly what is your spe01flc recomﬁendatlon that this -
-'Commlss1on can con31der to a331st you in your partlcular »
problema | _ . h
'_ MR BIUNNO°~ You'meanwas'toﬂwhat the‘policy_
‘should be? e
MR, BECK: -No;M.I’m:askingvyouglwhat:do you
Want thls Commlss1on to doo 1 have read your statement
'Aso I don't want you to repeat lt R
MR BIUNNO I thlnk you should flrst of all
, as:a mlnlmum dlrect attentlon to what I have polnted out:i‘

.as. the 1nequ1ty in, treatment of Class II propertles and
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vOther.real propertieSEtaxed.locally.

dlfference S »

There‘is

\

a distinct

1 thlnk 1f you check the statute you w1ll flnd

that there are dlfferences

in how they are handled

J

in the statutory pro

1f you don't pay your

v1s1ons

real estate

.taxes on Black Acres9,you are.charged 7 or'87;1nterest,

If you don’t pay your Class

127 1nterest

There 1s a dlfference,

II property tax, you arekcharged

There is

no reasomn

for it and I don't thlnk the Constltutlon permlts it, It

',shouldn’t be therea And‘lt

you.don*t payryour

tax on‘Black

Acres you, as owner, are not personally llable for it and

|

can't be sued for its the ﬁost that can be done

[

|
Black Acre;and put 1t;up for sale and see what

for it,
property tax on one parcel,
real and personal -and all

belng reached for the.payme

dlfference whlch should be
There are many‘oth
: statuteso |
MR BECK° Are you
'along,those'llnes?
'MR,.BipNNO:*'l wou
MR, BECK:‘ lt%woul
Iiwoul

[
to be the 1n3ust1ces and th

'particularly to me.

Just 1ndlcated to be the po

But if the rallroad doesn't pay its CL

all of its property
its revenuesbare’suh
nt of that tax. And
erased. |

ers9 if you look thr
prepared to submit-

1d be glad to,
d be a great help to
d like to«see what \4
e inequities of what

licy w1th respect to

is take

you can get

ass II

ject to

this is a

ough - the

So; I say, you mmst look at these things.

a memorandum

us, and
ou'consider
you have

Class‘II

property and the pollcy w1th respect to. other real
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.pfopérty;-“ o N N

| MR BIUNNO It's a- very large subJect and my '
thought was to. klnd of outllne how blg it was --
, MR,:BECK:i I-appre01ate-that | |

“MR” BIUNNO°5 - and if the Comm1381on ‘has 1nterest

~in thls area or another area we would be happy to. prepare R

.: materlal in some depth 1nvthose.seLected areas&rather.than
Jattempt a cbmprehensive_reviewc'I"v | |
| - MR, BECK: Well ~what T am*driving.at ih addition
3tovthat, 1s that before Mra Shoemaker mentioned that his
vspecific recommendatlon,ls for the-ellmlnatlon of taxes on V
Class I and Class III propertles and also Franchlse Taxes»t
, and perhaps a 507 reductlon in connectlon w1th taxes
1nvolv1ng;Class II.propertybz~'D0'you have any'spec1flc .
'”recommendatiohs? o S - '% - :,f» | -é
MR. BIUNNO: Nothingfof that sort9vno§‘notfat téis
- point. ' | i | ;o
| .~ MR. BECK: Do you.havehany'othervspecific~
-recommendations?

MR, BIUNNO: I would like to say. this, that when
-the transcrlpt of todav s hearlng is complete and. I have
read it I may very well have some comments. along those
'llnesop I would like to hear what the others say,’ too.

MR, BECK: :All rlghto: I'd\be,pleased, wouldn*t‘
you, Mf@vChairman,fto receive'thata |

SENATOR DUMONT: Very much so.

Are there any other questions now of Mr;!

Biunno?: Mr;_Millerof
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o of'Class“Il'propertv'and’o

I
. |
o
1
'

ﬁR;vMILLERlE Vine
to KentS'Gasewandvuseathe
,been fully applled tovClas
;Kents Case, 1t prov1dkd fJ
wouldn’t you predtct9 base

there, that if there is anj

have a remedy that. th y dld not: have before7

. MR. BIUNNO: Well
vMR;wMILLER:~yWEll
MR, BIUNNO:
mahyfyeafs?!' »
-'yMRﬁ_MIILER:r$Wher
estandfso-farfasaapproachin
that route9 namely7 an app
MR, BIUNNO: Well

rallroad because I haven*t

other tax cases9 the only

_not apply unless you put in proof of value and

l

,cases where we' dld the ‘proc¢

’:the value that was" set SgazI;ean?twanswerwyour-quest;on."

'l‘
- in any meanlngful way°~

MR‘ MILLER: Well

:pvprepared ‘to put in: proof of value?jh:j’

IWell,

e; in your statement

gflt»hasn‘tabeen'my‘e
> what would be your

I don't knowo*»Howi

g equality of burden
oal?,-~' |

I don?tiknow*about

MR. 'BIUNNO° lOurs

expensive, Mr Miller., It

P-
I
\

wouldi“n‘otc

|

you refer. . -

phrase, "but-which: hasﬁnot.yetl

s IT propertyo“l;Asll:recallfthef_
rrthe common-levelfreferenoefand |
d upon the dec181on of “that. court
y dlscrlmlnatlon in the valuatlon

ther ‘real property the rallroads

prediCtion?ﬁj

long7*”Howr:'

‘Will.itcstillkbe¢operat;nguwhen;it happens?

efdoesothexrailroad Jndustry now

throughx,n;

any other

been involved in any of theqf

one It ve handled‘— Kents does

1n’tho$e“”‘

»fs of value we ' put oh ‘was not

Would:thegrailroads~not‘bew~~*V

ts terribly expensive| to get

- - 3 i : o, o s . .
‘relilable prooffofvvalu@~anq;my position 1s:that|it’s

o B ] o
the assessor's job to get proof of value.-

R
|

i

. P t
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|

:So-when he. sends

>xperiencegyet,

¥
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_me a sheef which says that true value is $500,000, he ought
to be held to that, prima facie, and if the IOCQI,rétio
is only 50% that 6ughtbto be gobd enough prima facie. Now
I think somebody else ought to COme:iniif he wants to say
the true value is moré and show that if's.more;
| MR, MILLER: Well, this is the problem every
pfoperty owner,has who wishes to show disériminétione
He has the ratio which the Kents case lets him use and he
‘has to show his own proof of value. Is the railroad any
'different;in thatbreSpect?- | |
o MR, BIUNNO: It is, c@nsiderably‘differentg‘ You
have pieces of land whichimight be 5 by-Zd feet,whiéh is
the tail end of an abutment h@iding up a bridge and they
vtax_it.asbthough it were something‘you could ‘sell, and
it isn't, It might be undér water in a river running
along the right-of-way. It doesn't get any attention, it
is treated as though’it were Black.Acrés,Eas though it were
a farm or land usablé for a gasoline station or whatwhaveay@u@‘
You see, part of the pr@blem is.due to the fact that ymuf ;
main line is defined as beihg]@ﬂly'l@@‘feet;ﬂbhySically
. it might be 120 feet é@mewhere:far geographic'reasoné;"
"forvtopographical reasohs@  Everything'outside'=-you might-
have a cut, you might have an embankment - everything outside
that 100 feet is considered Class iI proberty, taxed
locally. But this is a regulated utility.
MR, MILLER: TheSelappéar'to be.practical.éroblemso
I don't minimize that bﬁt I,amfasking you,whéther’under

the Kents case the railroads don't have the same standing
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any otheraprbpertytowne? would have in the courts.

MR. BIUNNO: Theoretically they should but
| _
I haven't seen it administratively.

MR, MILLER: Tﬁat’s all. Thank you.
SENATOR DUMONT: Mr, Neeld, any questions?
MR. NEELD: No questions.

_ SENATOR DUMONT: My recollection is| that the last

time there was a révaluétion of railroad property was.
somewhere around 1911. ‘When Mr. Neeld was State
Treasurer he recommendei two or three times that the State

~appropriate about a halﬁ_milli@n dollars to help with such

avrevéluation, I don't 'think he got the kind of support

he might have been entiﬁled to receive from the Legislature

and the Governor inithoée days. That's purely a
recollection. 1Is tﬁat f%ight,.}‘Mr° Biunno? Has there been
a revaluation of railro%d property in the last 50 years?
MR, BIUNNO: I %ave heard that. I don't know
how.aécurate that isg Igunderstand there are adjustments
to the entries., The recbrdsvbegin with whatever set of
books was set up al@ng w&th the Public Utility Commission
and there are additions ?o.it? subtractions from it.
What you have is reallyvg mixture. I don't think you can
even generalize on thatoi

SENATOR.DUMONT:% Any further questions?
. o o
Thank you very much, Mr. Biunno,

MR. BIUNNO: Thank you.

|
|
|
|
i
i
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ARTHUR E. SMITH: T must explain to you gentlemen
1that‘Ihamfndt-aAtax expert Orvanything of thatnkind;"Ieam -
_merelysspeaking for a”eohmuter group who wants yoﬁ‘tdtknow how
| the publlc feels about this in the hope that that may help
It seems to us that it is a little be81de the p01nt
' tobéeldeeplyrintonthls questlon of rallroad taxes when the
thie‘buéineéa is altering;sé much and so rapidly. ‘Before
yOu go ‘too deeply into taxes’ you want to know what there is
‘to tax and then afterwards ‘you can get to work to de01de how
.; you are g01ng to tax it and all the rest of it. |
o ‘Now I would like to read you the statement ‘and answer
yduthuestions'afterwards; "I have come here chiefly'to ‘answer
'yodr“questions'nowlorvlateriby mail*if you have any.iatero
}‘ | The ‘problem of how to tax “the rallroads is of how to
milk a dead cow; Itvwere“better to restore llfe and lactatlon
,before we try to be good ghouls, The problem is thus twofold.
~ Stage 1. Railroads lead a double life, They are
'cafriersfand they are also operators of private highWaya,
B They - are two dlstlnct and separate functions although they work -
”togetherg They don't" loss money over all on the carrylng@
The loss is in operatlng prlvate hlghways in competition with
v'publlc hlghways whlch are bullt malntalned policed and
» s1gnalled_out of,publlc fundsoi Our offiecials do not accept
'thisifaét; hut'theyfcannbt disprove it. So they ignore it and
pretend thatvit.doesn?tteXist;l But it does pers{sta"Oﬁtside '
‘of this cdﬂntty every railroad'in the*wbr1d'except'one - that's
-thchanadian Pacific - is government owned]and»gOVernment 6perateda

' Since the trouble is not political but economic, it
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T

enterprlseo

always brlngs llttle 1mprovement but great loss

N
|

1 does’not'respond thpolitical‘cureso

|
deeply 1nto economlcsg

N
4 B
| S i
| | | |
|

Government operatlon

we w111 say that the government can

rlghtly and properly bulld and malntaln hlghways in. competltlon

Wlth nobody9 but 1t cannot properly engage in the bu31ness of

carrylng9 or. any other‘bus1ness

Therefore we reJect natlonallzatlon or

,of sociallzatlono

1

\

Th@

‘ in competltlonkw1th prlvate o

A

- Now. that remank has nothlng to do mlth polltlcs

| o N |

~it's purely academlc economlcsa» ‘ Lo |

| ‘any other form

government should take over what are.

now prlvate hlghways and convert them 1nto publlc hlghways

rallroads w1th the rolllng Ftock depots, power houses

houses and all statlonary assets except the permanent way .

' and Stlll develop them as rall hlghways,

Thls wouki leave the

ware-

carrylng would be done‘by prlvate enterprlseé ‘There would be

o ”forelgn“ llnes,

bothersome work rules,

A1l thls cannot be\done overnlght° EAs‘
government should assume the costs of the permanent Way9 leavlng,t
any conveyan01ng untll later.
large subs1dy, but it would|be only what 1s prov1ded‘as a matter :

of course for all other land carrlersa

That's

c

~other than the one you are*working omn,

l
|
|

1
[

a railroad term. It means llnes

»Thfs:would nulllfy some

N t
a start, the

\
’ In effect thls Would be a . very

‘ It woulé do no more than

put an end to partlallty and it needs only mere‘bookkeeplng to

put 1t into effecta'

"fthelsame prlnctple of equal

-
|

. H

i

- exactly the same source

!
{.

SO - - |
turnpikes and urban an@ country‘roadso

But lt would take money to Work 1t and by

s as now prov1de the state hlghways

-If 1t doesn't you w111

-~
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have to prov1de those roads,f So you have to spend the money -
anyway,_ Management englneers can suggest What to do but the,
method of d01ng it 1s for tax experts and for them only,_andf,'

_tax rellef alone 1s not enough on that I am sure you are

ﬂ,all agreed

'H Rallroads are already run Wlth the utmost economy,‘in
'vfact' Wlth too much of 1t They should be run Wlth the utmost
leff1c1ency, not by offlclals or sem1 off1c1als but by rallroad
| men, dlrectors, executlves techn1c1ans and management englneers
etc, They must ellmlnate the Wastes Whlch arlse from obsolete |
equlpment union racketeerlng9 outmoded worklng methods o
d:dupllcatlons of service, 1nfrequent serv1ce Whlch causes‘a"L”
'great deal of Waste When youfcome‘to'lookﬁlnto 1t mossback ‘
‘managéﬁent1aﬁdjthéﬁ"somé; In the West the rallroads just about
break éveﬁ”as'fﬁingsfafé@, With modern mentallty and modern'
Wmethods they can make profltsa But modern methods go a lot
farther than anyone has yet gone, They 1nvolve a great dealﬂ
of automatlon a great deal of electronlc control and we now»
seem to be comlng 1nto a new era,' So far nuclear energy has“:'
not been usable oni rallroads because of the rlsks of escape
of radlo actlve substances and partly because of the Welght
'lBut as I talk to you now those problems are belng overcome o
iand some day --1t may be soon° 1t may be late - We shall unuph
doubtedly have nuclear power on the rallroads@‘ So When we are{
subs1d1z1ng and modernlzlng and remlttlng taxes and all that sort
of thlng,; that is one of the thlngs that needs to be remembered
‘The whole thlng is changlng all the tlmea ' | S |

NOW apart from the permanent Wayﬂlany sub81d1es that you
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i :
‘ | _ . |
S . | ‘ -
give should be for the methods that Would be us@d by any
|

other moribund 1ndustry 1n‘llke caseov Adopt adapt and

| :
1mprove on what has succeeded elsewhere° Some bf you gentlemen

K
,occa31onally get memoranda from us 1n Whlch we geport to you

\
thlngs which we have noted‘elseWhere and have succeeded and

- which we recommend you adopt as and When you cana We and
) \ ‘
many others have been Pfferlng 1deas along these llnes, Our .

1deas are‘revolutlonary, Some people thlnk they are anarchlal
L ‘

But they are bu51ness.‘ Thﬁy are in the publlc 1nterest and
, \

-
| -
they do work, That 1s‘Why\they are anathema to‘varlous vested

ylnterests and thelr puppets. That 1s Why off1c1als Who cannot

1 \

measure the effects of What they do dare not: sponsor revolutlonaryo

R

ideas, even when thoselldeas are somewhere trled and proven

5 |

and you can't blame them for thate At least the 1deas we
| .

- offer are less revolutlonary than natlonallzatldn Whlch is
\
the only thlng in the World’that has. Worked after a fashlon

up: to nowo C l “
. : ,ﬁ_‘\ P .
Well, gentlemen that is as much of your tlme as I

‘ |
Would llke to take in urglng you to get the thlmg in order
'flrst and then thlnk about tax1ng it afterwards,

|

But our thought 1n’empha8121ng this p01nt§is this:

All of th1s tax talk has been directed to helplﬂg the railroads.

\

‘But there are other people Who ‘need to be helped, Our legis-

\ v
lators are very hard put to\make ends meet and 1f we can

restore:or revltallze;any one industry so that 1t_Will'earn_
profits”which alone'can yield taxes, then we are.helping the
|

: government as well as the 1ndustry and both thlngs need to -

“be done and that is one thlng that should never be forgotten.
‘ . ' B )

|
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Now we come touthe second stagea Assumlng that the

1ndustry is maklng some money and that 1t ‘can pay some taxes,

it doesn't greatly matter what methods are used for restorldg
the proflts s0 long as the proflts are restored At the

present tlme‘ I don*t thlnk anyone 1s really d01ng anythlng to
‘solve the rallroad problem except the rallroads themselves and
they are d01ng What they can to pull themselves up. by thelr own
bootstrapsa But I am very much afraid that the various govern-
ments and off1c1al agenc1es and 1ntergovernmental agencles and
all the rest of them are talklng a lot, studylng a lot,and,
gettlng nowhere, Any fool can conflscate but unless we can

tax w1thout conflscatlon there w1ll be nothlng left to tax,

At the best the proflts can come only from small beglnnlngs
when the earnlngs w1ll be low@ By that I mean, when you make‘
changes. you can't expect much return torva little while;AhThere
is a wide gap between this yleld and the v1tal needs of some’
towns whose present level of revenue 1s the only alternatlveA

to bankruptcya | “ | -

| Some like Jersey City7khave-large areas of’rallroadl
‘Lpropertya They depend on thelr property taxes to pay forvv |
pollce schools roads and all else., Their overaall taxes are‘
already relatlvely hlgh You may not agree as to why they
are hlgh Some of us thlnk the government mlght have been
better in the past, But the taxes are hlgh now as compared w1th
other towns and when they are already hlgh you can't say to a
town ”Look here9 you must excuse such and such a rallroad of
1ts taxes " w1th1ng d01ng somethlng So our 1dear 1s’that these

taxes should be replaced by a levy on transportation as a whole,
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This levy need not be by the present methods which are taxes
on gasoline, licenses, property and so on, although it might

be, But these losses of taxes which are inevitable,if you

are g01ng to excuse the rallroads their taxes
come from somewhere and our 1dea 1s that the st
respons1b111ty to pool those losses, spread the

industry and not charge them ‘against one, It i

to say, ”Here you are robblng Peter to pay Paul,™

has been doing so well out of the state and Paul has been

doing so badly that you haven t much ch01ce in

fact, I'll say you have no choice in the matten
you do something of the sort you are going to
money hand over fist for roads to take road trg

nowhere to park when it gets to the end of the

is going to be unsatisfactory for travelling anyway - for some

travelling, that is,

As I say, poor‘areas like Jersey City
huge remissions while:the iuckier ones grant te
make the adjustments, you would need a special
or working body or somethihg of that kind. The
the present rail taxes fairly and justly among
transportation could then be allocated by this
is fair and just? We have studied this problem
years. - in fact, in my ownlcase for 40 years -
although we may be wrong, that taxes should be
passenger mile or ton ﬁileg Now that is/going
work out, But‘that isbthe;basis of the carrier

That is the basis of your earnings. And we fee
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the matter,
becauseiuhless
have to spend
ffic which has

road and which

cannot grant
ry little,

board or council

all forms of

But what
for a good'many
and we think,

on a basis of

to be hard to

's collections,

1 that the taxes

cost of equating



'shoula@befonithatVbasisior‘oﬁ»the'basis of-net-incdmexf'Itf;;
could do no more than approxlmate absolute Justlce Bﬁt”it‘%bUId.
come nearer to justice than anythlng we have had | @

Now the mode of collectlon 1s 1mmater1al ‘The’bnef'
“thing. that matters*ls that in the flnalureckpnlng*aﬁd Workihg'
~xthetcollection-mUSt be”as'faibas ig humanlyvpossible*te’allfz

. parties., This agaln is not a matter for passengers fitiiS“fi

for experts, for tax experts ‘and as mentioned before, it would
‘“bprobabiy need.a‘permanent bureau of-men.whofknow the stuff
-gand;ﬁhovaretworkiﬁg.oh'the.job all3the time,t |
‘ Another source of taxatlon 1n our oplnlonvought to be
h‘a ‘tax- on the use . of 1nterstate toll brldges ‘and toll tunnels,
?"Oh " you Would say "thls»ls all~very=f1ne~ but nearly all'that;v‘
tax would have to be paid. by one. party, the Port Authorltya""

' But.thatvlsvalready actua;ly the case lnhmany.towns all over
'h.the'land,. Over-and;oVer:again'ypu‘see in a smallft6wn one % |
factoryipaYs"therbiggestfwallop ef:the tax andfithis'afjust;tax
beCause'if itiistOrth*money tovuse'these“bridge*ahdltﬁhnelh
5facilities it is also worth money to get to them: and to have
access to them. | ; _

- »V-Ther’e’ s another angle. to-thfs”ahd,thati is that a
large: part of the use of these fac111t1es is" by out- of-state
-trafflce they merely make a convenlence of our state 'except

for paying highway‘tolls”and_they‘giVe no serVice within the“
hstate;v that isv some .of them,‘ Some of course are serving people
din~the Statea Now these facilities are owned by monopolles, |
They yield enormous revenues to vested 1nterests llke the Port

‘Authority andasomeuof-these.1nterests.b10ck rall development,j



PR |
| 1; 7 . ‘

regaraless of cost and in/ every way they dare, | Now that is
a very serlous charge to ralse agalnst the Port Authorlty, - But
1f any of you gentlemen Would like me. to substantlate 1t

I can talk about 1t later at some other tlme,,l
\ ‘ ! ‘
Now if these partles lose revenues lt is not unfair

that they should lose‘them because by d01ng so‘ they are repalrlng‘»
. some of the damage Whlch they have already- don‘ to the. cause of
' \

utransportatlon as a whole” We don't have: ‘to have thelr cooper--

.atlon for this, If need be we can place a toil barrler at the
“entrance to every one of thelr fac1llt1es,OuTtolls added to

the ex1st1ng tolls Would encourage the removal of some of the'

|

excess trafflc from the o%ercrowded streets which is a very.

serlous problem in 1tsel£W}and the toils .that We collect Would

help to finance alternatlve constructlons to what is already

there, _— .}” .g - | PR ;W

Of course, the best way to collect thdse tolls Would

be. to get the Port Authorlty or whoever has the facility to
\ \

collect it for us while they are. collectlng thdlrso

Now let me sum.uptl Levy,taxatlon Wlthut conflscat1on,

) o ! | .., . ' o.
Levy only on earnings; Suhs1dlze only the development of earning
power. Subsidize lavishlyL:cLevy on all‘types,of transportation

on the fairest basis that can be reachéd which as far as we yet

» SENATOR DUMONT° Any questions of Mr,
|

(No response ) Thankwyou Yery much.,

MR, SMITH: Thank you, sir, I dlngt thlnk I'd knocked
you all as‘flat as.alﬂ,that; But anyway, thankyou very much,
. N D
. SENATOR. DUMONT: Is there anybody else’who has‘tou
: L v |
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.géf oh before Noon? Mr. Taber - Tom Taber, You are.Chairman

of the Board of Public Transportation of Morris County;

THOMAS T. TABER: Gentlemen, if I may, I will
open my remarks by justi/saying that in my opinion the basic
trouble with our New Jersey railroads today is similar to that
of many.other'industries - insufficient volume of sales and
resultantvrevenues to meet expenseé, one of which is excessiﬁe
taxation, | | E

On behalf of the Board of Public Transportation, Morris
Cdunty,FI_wish to express our.wholehéafted approval and
appreciation of the Tax Policy Commission's active and sincere
interest in seeking more equitable taxation of the_financially
hard-pressed railroads of New Jersey. We also wish to thank‘
the Commission for pgrmitting us to express our viéws on thié
most important matter, qublic transpor£ation'is a publié
nécéssity'and consequently it has become a public responsibility
to insure its preservation and‘iﬁproveménto i

| Our reéson for submitting a statement oﬁ‘railroéd :
taxation is that we répresent the oft-overlooked, and sometimes
ignored, public interest in the matter - that of the residents
. of New Jersey who aré dependent upon public transportationgby
rail,

You will be interested to know that this Board has
no selfish or self-serving interest in the matter, and that
its members serve as a civic service, without remuneration,

Taxation is recognized as being indispensible.in

maintaining our way of life, and consequently nohe_should‘be
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exempt from it. Every individual and corpofati
expect to pay his fairisha%e of the tax burden
to his capacity to pay. ‘Thé true @bjéctive of
taxation should be to‘insu}e that all who are s
shall be taxed equally and;fairly;‘”Taxation mu
so unjustly burdenSGmé as %o be confiscatory or
the taxpayer.

Because econémic and other conditions
changing9 methods of faxation_and taﬁ policy al

constantly undergo study and revision to correc

on should

in pfcpoftiop"
any fﬁrm of |
ubject to it
st never be-

to impoverish

are constantly
so must

t inequities

and to eliminate loopholes: in the laws which habe permitted

those benefiting from them to avoid payment of
' share of the tax burden,

' Unquestionably, r%ilroad taxation is o
important requiring reviewgat this time and oné
a need for substantial reviSiGna Since our New
are performing a much needed public service by
passengers - énd they?are aoihg so at a loss -
to simple jquice, as well as to the public int
continue to tax them far-béy©ndvtheir capacity
much more heavily than is done.in,any other sta
fact that New Jersey far e#ceeds any other stat
of its railroad taxation,ig in itself sufficien
for prompt remedial a@tioﬁ{ih.Qrder to,bring ou
down to a fair basis comparable with other stat

New Jersey is notiunique in having a 1

its railroad track mileage in yards and termina

their fair.

ne of the most
which indicates
Jersey railroads
hauling

it is contrary
erest; to

to pay, and

te,” The mere‘

e in the burden
t justification
r railroad taxes
es,

arge amount of

1s.

, for a

similar condition exists in the other nearby Ea
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States,‘including Massachusetts, New York, Pennsylvania,
Maryland, and Virginia. Consequently, there is no justiceé‘
in New Jersey exacting a higher tax on such property than
do the other comparéble states., |

The railroads in New Jersey are properly public
utilities since they provide a service for the public, as do
the gas, electricity, water,‘telephone and bus companies,
However,rthere is one overwhelming difference - the railroads
are not "protected” utilities - they have no monopoly rights
in the areas where they serve as do the gas, water, electricity
“and telephone companies, which in addition are granted the
right of using public streets for their right-of-way. Not only
are the railroads denied monopoly status, but their competitors,
the busses and trucks, are privileéed to use rights-of-way
(streets and highways) provided and maintained at public expense.
Also; they may use the tax-free facilities of the Port of.gew
York Authority, which.givés them an advantage not avaiiablé to
the railroads.»

If; in the State of New Jersey, the railroads and
all of their competitors were required to operate. under
exactly the same set of regulations, restrictions, controls,
benefits, and taxation; thus insuring equal treatment to all
forms of public transportation, the State Tax Policy Commission would
not have to be considering railroad taxation. today.

This Board will not present financial and statistical
data to be added to the mountain of such material, whiéh9
without doubt, will be preSented by those having a financial

interest in the matter. The figures presented by others should
]
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stand on their own feét; aﬁd will provide financial confirm-
ation.of the gross fak ineﬁuities against our New Jersey
railroads which all kﬁowleégeable‘people know to exist and
‘which are morally and econémically wrong .,
As representétiveé of the taxpayers of New Jefsey who
use rail‘passenger sefviCe; we wish to state for the record

that it is our éonéidéred Eelief that the public interest
. : ! '
requires that excessive and unjust taxation of our railroads
be ended. ‘ |
Commor sense; as %ell as simple‘econbmicsg tell us
that we cannot permit the New Jersey railroads to cease
providing the Vitallyeimpoffant passenger service on which.‘
S0 many‘of our taxpayers dépend9 even if that is what is
required to enable thém!to%maintain.their financial solVeﬁéya
Coﬁversely, wevcannofiexﬁeét or permit these corporations to
be forced into Bankruﬁtcy Bécause they continue to perform a
deficit-producing passengef service which is required by the
public, While we do not bélieve.that excessive taxatién alone
"will force them into bénkr&ptcy¢ since many other factors are
involved; including acts Oé omission or commission by the
railroads theméelves9 heveftheless we are certain fhat excessive
‘taxation could well prbvid% the final push that would force
them over the edge., l | |
The fact that fheiState of New Jersey recognizes the
necessity for the existing, and often inadequate, suburban
passenger train servicéé bﬁvpayiﬁg the railroads under contracts
to maintain operation of sﬁecified trains, in noé way offsets

or justifies the continuance of excessive taxation of our railroads.
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It is probable that if railroad taxes were lowered to the
point that they were fair to all concerned, there would no7>“
longer'be the same urgent need for large rail-passenger-
service subsidies,‘ A
When one thinks about it, it really is‘ridicuious
to tax the railroads nearly to death, and then to turn around
and pay back to them in another form just enough money to
try and keep them alive untll the next taxes are dueds' |
| New Jersey rallroads are now taxed four ways, ‘The"
cOrporate "Franchise Tax" does‘not presently amount to”enough
to be a serious matter, and thereby warrant action9 other
than a review to ascertain if it is consistent with rates levied
in other states.
| The "Class One" tax, which is the tax on the main line,
is justified inasmuch as almost all of the other states 1evy a
31mllar tax.' However it appears that: the rate of tax in New
Jersey is far hlgher than that exacted in any other state,
Therefore, we urge the State Tax Pollcy Commission to advocate
a suitable lowering of this tax to the point of the national
average, or that of any group of states comparable with Newr
Jersey. | | |
.The mnClass Three' tax is assessed against personal
property, such as cars; locomotives, etc., most of which are
supposed to be used in the production of-profits for the
railroad{ Since all of the intrastate pasSenger service in
New Jersey is being operated at a 1ossy,the railroads are being
;taxed on deficitwproducing equipme_nt9 which is obviously unfair.

This is one reason:why railroads get rid of this‘equipment as
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; : 1

| | |

| EERER
fast as poss1b1e, It is the strong recommendation of this
Board that all "Class Three” taxes on equipmen{ta ete::,,9 used

for passenger carrying purposes be elimlnateda
. | 4

The controversial *Class Two™ tax applies to real
. +he co VersLe > _

estate, structures, etc., not included in the ‘Class One ™

.category for taxation with the proceeds from this tax going

to the. mun1c1pa11t1es in whlch the property is| assessed., Due

| _ o
to the area covered by extensive yards and terminals in Hudson

. . : . - |
County, several muniqipalities in that county obtain a large

_percentage of their tax dollars from this sour%:e° ‘Even though

1
these propertles may be over- assessed and over’
|

the present time, 1t would be economically unwise and unfair

taxed at

to sharply reduce or ellmﬂnate all "Class Two”itaxes untll

|
some prov1s1on lS made fon payments to the munic1pa11t1es in

~lleu of the tax revenues qhey would lose. However9 this Board
. . : o N : ’ - - .

recommends that as a_staru toward more realistic, equitable9
and practicai_taxation9A“élass Twoﬁ takes be eiiminated,on
property and structuresvused in eonnection with passenger=carrying;:
'purposesi If there are facilities which are used jointly in |
passenger and_freight%servi@eg the Board of Publlc Utility

Commissioners should determlne what should be allocated to

passengerucarrying purposeso N ‘ ‘

| |
The state must make up to the mun101pa11t1es affeoted
any substantial loss 1n tax revenue resulting from reductions

in nClass Two™ tax ratables. Since the object jof preserving

. . . ' | . . .
and improving rall passenger traln service 1s to help reduce

highway congestion and iessensor defer the need for new highways
I o

B
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in urban areas, thus saving highway construction costs;
1perhaps.the necessary funds should be supplied by the State
Highway Department, |

The cost of providing’adequaté alternative mass .
traﬁspoft'by busses on highways, if rail suburban passengef
service.should be sharply reduced or eiiminated? would be
'éstronomical, Existing highways could not handle the increased
trafficgvso many new superhighways would. have to.bé carved
through thousands of homes in built-up areas in Union, Essex,

Bergen, énd particularly in Hudson County- since due to its
geographical location along the west bank of the Hudson River,
allvhighways'must funnel into that county. In addition to
‘the fabulous construction cost of these highways plus theicost
. of their subsequent maintenance, the loss in taxable ratables
vté the communities fhrough which they would be constructed
wPuld‘be_staggering,

“ ~Obviously both common sense and the public- interest
require us to get the maximum potential benefif that‘can be
realized.fromlour existing‘taxmpaying (not tax-dollar eatiﬁg)
rail passenger lines., One important way to help achieve |
- this desirable goal is to promptly put railroad taxation oﬁ
~a fair , equitable basis'éo,that tax discrimination againsf .
those who are losing money in providing a‘vitally=importaﬁt
public service will be ended. |

Now if I may add an item which of itself is ﬁot
~.railroad taxation and properly should not be presented today,

‘but it is related to it - if the States of New Jersey and New
"York\could legally do.so, a painless way of raising new revenue
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my statistics because I would imagine that perhaps the
speaker for the Associated Railroads of New Jersey may have
that imformation with him, I thought you gentlemen were
going to have enough figures today without adding to them.
But I can assure you that the New Jersey tax is a great déal
higher not only than the national averageém but what I waﬂted
to point out:is that I feel that the national average is
not fair. The average that you might want to consider woéld
be that of the states which.have similar-and-operatingv %
problems that we have in New Jersey. A state like Nebraska
or Kansas where a railroad enters the state and the main stem
goes right through it and out the other side-is,ﬁery,different
from your seaboard terminals, Therefore, I think it would be
improper to try to compare the New Jersey situation with a
state or a group of stateswhich were dissimilar.

MR. BECK: In connection with your statement that
you feel that the.dlass Two taxes be sharply reduced or
eliminated on property and so on = you recégnize»thevpfoblem,
- of course; so far as the municipalities are concerned - dq
you have any~specificvrecommendafion as to how to make a
_municipality whole?

MR, TABERf You have the situation in Nequork, 5
Mr, Beck, where the state has made up the difference or
a substantial part., Now, being a realist_and having been .a
mayor and knowing what the impact is on tax revenues, I would
not advocate that we. try to reach this ultimate goal all in
one step, I feel quite strongly that if the Class One tax

which goes to the state was comparable with comparable states,
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MR TABER" Merely I would saydto‘that Mr; Miiler‘:'
me reallze as a practlcal matter Rome wasn't bullt in a day )
though they say 1t was burned down in a nlght and that we
are’ not g01ng to get these tax 1nequ1t1es all of them
stralghtened out at once, My feellng 1s that 1f we can make-'
“a start - any start that you gentlemen are able to recommend 1s;g
certalnly a step’ in the rlght dlrectlon and 1nd1cates that
Justlce warrantS'such actlona » | » | :

Then as you get further 1nto 1t I know you w111 flnd
b"what would be the fair and proper thlng to doo‘_

MR, MILLER? ‘T was thlnklng of the Central Rallroad
flgures thlS mornlng, $700 000 tax on property used for -
passenger service, Second Glass ‘and Flrst Class, and Thlrd,

I guess - a $6 000 000 annual def1c1t,; Would‘thatxbe much inf
" the way of publlc actlon to keep the Central runnlng if you
" limited yourself to passenger serv1ce7 ' g | | |

‘ MR TABER: Well ‘that is agaln a matter whlch I
would defer to the railroads themselves because our concern
the polnt that’I'want;to=present,_was thatfof[the suburban"
homeowrer who uses‘the serﬁiceak It waS‘not my’thought'today'::
to take the time of you gentlemenbwith’anything?except*this ‘
‘one sub ject., 'I‘didn}tﬂwantgto go into the matter,of operations
or any of the collateral subjects; - Next wekk, I will be down
~to-make;; statement to the Appropriations Committee on the
matter of the service contracts;*allfeel thatfthat hasrnofhing |
to do directly w1th what we are talklng about todaye 'I-think |
‘ the rallroads like any other 1ndustry or like every one of us

in thls room - We only have one ba51c problem - to try to keep .
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?

.convenlence of serv1ce,_ ‘ - _ e _
’ MR MILLER Under that second head wouldn't you add
that convenlence means that the establlshed transportatlon

V.fac1llt1es have.to take the passenger»where he wants to;go,_

-vnot where they were located f1fty years ago?

‘ MR‘ TABER' Now,‘Mr,leller thlS is one that we‘could
‘ytalk about for a long tlme._ Your“trafflchatternsﬁchange'and v
I'11 even go so far as to make‘a forecast that withinrten years
.'you are g01ng to see such a face- llftlng in lower Manhattan
'lsouth of the Brooklyn Brldge that there w1ll be a reversal of

the trend that has been g01ng uptown and it w1ll come back 3‘
wdowntownvagalnlv So_whoxknows? In Chlcago they have a very happy
situation,'assljthink you;know,_ The so-called loop area where Ti'
~ the business distrlct is;has rallroad‘termlnals comlng 1n‘on'
‘lthe perlmeter and probably 75 to 80 per cent of the people,;;~
mwho commute to Chlcago walk from the rallroad statlon to thelrd
destlnatlon< whlch 1s,a most happy SItuatlon, But when you.
_look at Manhattan Island whlch 1s stretched out about ten ’
mlles ,1t wouldn t make any dlfference where you. put your. termlnal N
>1n Manhattan; you could only accommodate a relatlvely small |
percentage of the pe0ple,: I w1ll say th1S°' I feel that the
»transfer from relatlvely comfortable suburban type rallroad
.equlpment to the crowded subway type cars of the Hudson Tubes
or anythlng else should be made as’ close to the rlverfront as:,~
poss1ble 1n order to shorten the passenger s 1nconven1ence ort‘f
jidlscomfort to thebmlnlmuma,

MR, MILLER Thank you,

SENATOR DUMONT Mayor belng practlcal because you p"
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'MRJ*TABER:"’I:would‘say;‘Senator,'that’thatrwould'be

a stopgaplor initial step because everything is“Changingy't

 and it 'may well be that' as? time marchés 6fi7wé'Wi17'1‘“fiﬁd a

new approach to the taxatlon problem whlch would stralghten

_that'out,. I thlnk one thlng that 1f ‘you could take a photograph

from a hellcopter up over - well, let's say, Jersey Clty i

:iand‘when~you‘cons1der'the amount»of arearwhlch.ls‘taken up

by the approaches to the Lincoln Tunnelsand you’realize’that

that represents property Whlch is off the tax rolls and then‘

fyou 1mag1ne ‘what that would anount to if we had two or more new

tunnels under the Hudsoanlveré_vehlcular tunnels,‘notfrallroad_
tunnels ”eachvof which would take'upvat least the'same'amount .
of - acreage what that would do to Jersey Clty s taxable ratables
not to mention dr1v1ng that hlghway right: through a. populated
c1ty,. n addltlon to the loss of ratables thlnk of your

problem of relocatlng people, human belngs, You have a

beautlful example or are g01ng to have it, when the state .

rclears that swath for the East=West Freeway rlght out through

Newark and out through the Oranges,b

SENATOR DUMONT Do you have any 1dea how much

hmoney could be ralsed from thls suggestlon you make of an

1ncome tax on the Port Authorlty tolls?gb :' ;-
MR TABER°'lNo, s1r but 1t would be a very s1mple
matter; T thlnk you could flgure that. w1thout too much trouble' '

by taklng the number of vehlcles Whlch pald tolls on. the New_

:Jersey 81de hat representlng 1ncome to New Jersey, and then
'those whlch pay tolls on. the New York s1de would represent

- income that would accrue to New York State because somethlng as"
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rtsimpleuas five cents j

if you Wlll -

“r.i;:_:;_{

>er”to}1;paid = I call it

JT; ‘qu' all pay tolls 0

SENATOR DUMOI mn.
‘side;;don't we,xln'getting in and out7 __i
| | MR, TABER: T guess that is so. Well,
it depends on the dlrectiongyon;areegoing~Who g
. SENATOR DUMONT: Anyefnrther<questions
'Thank you very much Mayora |
B MR TABER ._Thank;yout'sir;:L
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'rﬁNo response ) y}
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‘withdrawal of Class II taxes as a source of. mun1c1pal
revenue would clearly be disastrous, Actually, there -

“ does not appear to be any sound reason why those munici-
palities with large concentrations of Class I property
should be called upon to subsidize the railroads, the
other districts of the State, or for that matter the =

. rest of the country, which. must depend upon the terminal

_ facilities of these major railroad systems, located 1n.

' these districts.,  For this reason, any- thought of ‘
.ellmlnatlng or reducing this Class II tax deflnltely
requires: some form of replacement revenue for the

o dlstrlcts affected :
And that's the end of the quoteaf;

| Jersey Clty in partlcular is dependent 1n large ,”
»measure upon thls source of revenuea‘ In. 1962 the total amount
of Class II rallroad taxes lev1ed upon behalf of Jersey Clty
uwas in excess of 71 mllllon dollars Whlch in turn represented
‘almost 52 per cent of all Class II taxes lev1ed for that year
_vln the entlre state,‘ Wlthln Jersey Clty 1tself Class II ralln
road taxes accounted for 16 per cent of all of 1ts real estate
._ratables. These flgures dramatlcally demonstrate the naturer
;and extent of our rellance upon thls portlon of our tax basel
In 1ts Tenth Report thls Comm1ss1on recommended that

»Class II rallroad taxes be collected for state use rather t
”wthan local use, as at present. The suggestlon 1s spe01f1cally
lcondltloned upon prov151on by the state for replacement
revenue 1n order to hold harmless those Class II taxlng '
dlStrlCtS Whlch would be affected by thls drastlc change 1n
‘fpollcyo The ultlmate result of such a program would be to_
permlt the leglslature to determlne the amount of taxes to be
"1mposed upon the rallroads and local tax1ng dlstrlcts would

no. longer have a f1nanc1al 1nterest in the resulta

Jersey Clty has at all tlmes recognlzed as;hasgthis



"are located

|
- Commission, that railroad .

ﬂ*rather'than‘local”concern9

' to whom we have a deep and contlnulng obllgatlo

Elscal problems are of:statewide‘
and that our local taxpayers

should not

be called'uponItoISubsidize the rallroads for the exclus1ve_

.,Vbenefit of suburban;and'rural communltles whose

‘require commuting,facllitl

 problems of these commuter'

5dictate that nécéSsary~rel

{of those tax1ng dlstrLcts

7 Thls belng songe
.des1gned to ellmlnate Clas
.,taxabase_through,theAlevy
thetexclusivehbenefithof t
qualification;that‘ClaSSHI
"{future payments 1n lleufof
:them harmless from any oos

"latlon should of coursey

. 1nsure the affected munic1
. I .

thls form of revenue elther by leglslatlve chaIge or otherw1se,-‘;'

- In short Class II ra}lroad mun1c1pallt1es sho

e81dents

es, Whlle'sympathlzing w1th the‘

the 1nterests of jlmple Justlce

|

1ef should not be ha
1n Whlch the maJor r:ilroad‘terminalsh
rsey Clty would not
S - II rallroad taxes rom. the local

and collectlon of same by and for

he state Wlth ,the 1fportant
I_rallroad communlti

{Class II railroad t_xes to hold

s1ble loss of revenu o Such legls-

contaln adequate saflguards to

palltles agalnst future 1nvas1on of

i
|

ld recelve

H

hadequate assurance for the recelpt of all futu e 1ncome

contemplated by thls %lana

; |
that the leglslatlve pollc

',;forth for the 1mpa1rment of thls source of income in later y‘ears-_i

could very well creatg flnanclal chaos in man% of these Class II_

|

In thls connectlon 1t is 1mportant

y as to the future beiclearly set

1]
|

|

‘ftax1ng dlstrlcts and 1n partlcular in Hudson C"ountyo

Now, before concludlng9 I would llke to,take;the'

l
|
|
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at the expense; L

oposealegiSlation-s

s be guaranteed’




»

bllberty to respond very brlefly to some of the remarks made

- by - Mr, Blunno 1n hlS testlmony earller only to clear up any

mlsunderstandlng that the members of the Comm1ss1on may have,

vYou w1ll recall ‘that one: of the bas1c compla1nts made by Mr,.
:,Blunno was, due to What he termed the dlfference 1n treatment

.by the. leglslature from rallroad taxatlon on._ the one hand

and local taxatlon on the other and he p01nted out that whlle

vylocal tax1ng dlstrlcts mlght charge a dellnquent taxpayer w1th ,

ilnterest,‘say,,runn;ng»from,6 to.%,per cent that the penalty

under‘the statute‘forwrallroads"wasVl per“cent.a‘month and that

‘there ‘were very strlngent methods of enforcement appllcable
sby the leglslatlon»to rallroads not appllcable to. local tax- .
s payers._ I merely want to observe that the leglslature had a
fvery good reason for thls because 1t was not an entlrely one-
:31ded deal The Rallroad Tax Act further prov1des‘m and thls
'awas not mentloned by Mr. Blunno a.that w1th respect to the -
';Class I taxes pald by rallroads Wh1ch are’ taxes pald upon .
‘lands located 1n local tax1ng dlstrlcts and 1n most 1nstances’
'runnlng parallel to local property Whlch is subject to local
',taxatlon that the statute prov1des for the taxatlon of that
_real.estate at the,ftxed‘raterof_$l,20za,hundrediwhereas in
- a taxing district'suchvas Jersey~City‘therrate_iStsomething,d“

;_llke $ll and . thlrty some odd cents a hundred Now.I just=pointr

that out 1n case there mlght be some. mlsapprehens1on that the

:leglslatlon as 1t 1s-presently.wrltten-grants to the mun1c1palities,'
" the local taxpayerssome favored treatment as dlstlngulshed from :

{that granted to* the rallroadsa:

Now should your Comm1ss10n thlnk 1t adv1sable to_r
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-

'tlmes.

B

. thatfiniorder-that'the reVenue-which WOuld be‘a'substitute‘
c1n effect for taxatlon - that the revenue to be derlved from

*1_th1s source should keep pace w1th ‘the economlc trends and the

ASSEMBLYMAN TANZMAN: Then you would want an

;-escalator clause of some. sort.,

MR ROSENBLUM We would llke to have some formula

y:dev1sed by the leglslature whlch would adJust from tlme to
,tlme the 1n lleu payments so as to accommodate the 81tuat10n as

it affects local taxpayers,j I am not speaklng"speclflcallyg ,

I am not maklng reference to the 1ncrease in the local tax

rate,vbut.some formula comparable;to the‘costsof311v1ng 1ndex‘f

1MOr something‘of that nature which would accommodate the changing

_economlc tlmes,v

MR DAVIS "Well 1f it had been done two years ago

"you would have been gettlng less thls year thenohy

MR ROSENBLUM If it had been done two years ago?

MR DAVIS: Isn t thls what actually happened 1n the

: collectlon of taxes on rallroads7

MR, ROSENBLUM No.

5,MR? DAVIS;_ They:have'gone'd0wn’in‘theblast;two"years;

'Mr.vMillerbdo'you havelthose figures?’

-'MR, MILLER: We have a whole tabulatlon over a number

eof years. T can give you some,’ In Class IT rallroad property

~in l9-- - T know it's about $l7 000 nowévv

MR ROSENBLUM well our levy is. less today than 1t
was two. years ago vour Class 11 levy? 1f that's what you meany

MR DAVIS That“s what I mean.
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o rbad;testlmony seems.
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- MR. ROSENBLUM:

" that part of the decre
h*uis represented»by.the
i the710eation in theilo

' does not represent a 1

. _because there has been'

_the local tax_base asﬁ
'<Class IIa' o

MR, MILLER°

bratiréads eontinue tott |
1ra11road use is conce 1o
';Vroad tax over the yea.yﬂjf
| IR, ROSENBLLfE

‘hslmplyQ I thlnk hel%glslatlon.

MR MILLER°

MR ROSENBLUM: :
,phys1cal deletlons frdmit
Just a personal v1ewp61nt
',tor less - but I shouid think that any phys1ca1

Lo | ]
" the tax base as 1t was coL tltuted in the year

 could be_accommodated

“&educting;fromgthatsmnelleu tax payment the a

'h~deriyed;ioeallyhas[thebrésultfof.the transfer9

:It‘Tould?

es, sir, 1t 1sa

Thellevy over a perlod e

, b]tween $11 and $12 rm."=

tioﬂ is correct, 7

A

zyes; but 1 would Like

3f years

S
to p01nt out

ase?{n7ourx1eVyfin’the*past few year

rem val from the Class 1
cal tax base of the same
oss.ln revenue entlrely

at least to some extent

sult of the property

a contlnulng'trend

e
Well9 thls from the v1ew
I
1

off excess propertie

thisfwould’betrefis

'ghat could be taken s

Yes, T should thlnk t
he-ra11road~tax,base

I‘am’giying youvaff

J

I
1n; he tax payment of th

T;tax baserand

prOpertya’

;to Jersey Clty

p01nt of ra11~

-so that 1f

es as far as

are of rather

- and this is

‘fhe'cuff‘moréﬂ

of trans1tlon '
e. future by

ount of taxes

| 88

Lllon 1n Hudson -

Th1s1:b

avsubstltute~1nyﬁ

‘coming out of

eted;in;the raiié¥

hat any deletions,

delectlons fromfh

so that the sum' f»"

‘.Cﬁ.‘ .



itotal recelved by‘the mun1c1pa11ty Whlch is lnterested 1n
Class II taxes would not vary,' I hope‘you understand What
' I am dr1v1ng at | h o » | ” »
MR MILLER° I understand what you are dr1v1ng at‘
MR ROSENBLUM I merely mean that 1f you take ten
acres.of rallroad land out of the base 1n _some subsequent year.and
vrthat ten acres produces $5 OOO a year: in local taxes Whlch B
E'flt was not produclng at the tlme that the property was 1n the
'f‘rallroad tax base we would merely deduct that $5 000 1tem
vfrom the entlre 1n-11eu payment so that we . wouki be kept whole
‘gat all tlmes and We would obtaln no unfalr advantage by reason
:of double taxatlon.,j _ v‘“ o . |
| MR MILLER : Suppose the rallroads were able to
kpursue the remedy you offered by in re Kents and were able to
fget substantlal evaluatlon reductlons whlch Would in turn |
have cut the property tax’ locally 1f the system remalned the
. same,; Would you. make adJustments for that also7

MR ROSENBLUM Flrst of all 1n re Kents doesn’t

'h'exactly say that, One of the cardlnal pr1n01ples outllned in

'1n re Kents by the Supreme Court 1n my recollectlon is that the
appllcatlon of a ratlo neVer is brought into play unless or |
vvyuntll the full true value of the property is first determlned
ThlS is ‘a very essentlal quallflcatlona You can't apply any
_ratlo to any value that has not been determlned by either the._
v‘,vadmlnlstratlve tr1bunal hav1ng Jurlsdlctlon or the courts ;2
}and we don t know what that would be. If you have»read the
_records on any of the rallroad cases that have been trled

over the past years you Wlll see: that there 1s a conSLderable
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1~

dlsparlty betwen the testimony subml upon "ehalf of the

vw,'

lHudson Cou vyfcommunltles and»the assessments‘Lade by the’«

. Dlrector5 'If therKents Cdse'ls appllcable 1n Hudson County

_ _ : T
;or Jersey Clty - and We the never conceded t at 1t lS*= 1f

o o

%:iﬁ:could only be applled agalnst a

9"

1t were to be applled

.valuatlon ultlmately determlned,to,be the~tru ,value of alLu

'.ﬂof the property 1nvolvedéis

and the railroads

MR MILLER Well let's say 1t was

nfcontended that there 1s alreage whlch was assessed at $35 000 fg"j

an .acre When 1t was 1ﬁfra lroad ownershlp and half that when

"1t moved 1nto 1ndustria1 pwnershlp -1 doth know what the

5bfacts are = but 1f thls w re so0 and 1f you cole establlshd:f:’; ;d
‘true value based uponﬁsales and thls meant a re ductlon 1n }; o
vrallroad taxes, wouldfyou formula propose tolreflectvthe f -

same reductlon in thejann payments7 e

o)

TL
MR ROSE’NBLUM& +e11 1 would ‘assume| that if the

’ :Hudson County munlclpallttes:=,and I speak onLy for Jersey

'Clty = Were to go alcng Wlth an . 1n=11eu plan ;I would assume :ﬁ”

'that once the 1n=11eu pla became leglslatlvely effectlve,

'that Would be the end:oflall valuatlon dlscuSSlon,. There ';nf} »fssj

’dwould be no’ p01nt to 1t,éb1t would be comphﬁe p01nt1ess to
vsay we are golng to hayeﬁ;ubstltute payments éor the present
tax base and then to contlnue the quarrel whlch has gone on now
:to my knowledge I suppo e for thlrty or forty years andf

I :
contlnue lt 1ndef1n1te1y£: I should thlnk that one of the maJor
obJectlves behlnd such,leglslatlon 1n addltlon to g1v1ng g_ .;,»‘.13351_

'rellef to the rallroads'ﬁ

and as I Sald 1n my'statement that

L ls a statew1de problemfef‘ We don”t quarrel With that,‘dep

A ,:90 U




&

“thlnk that the state should cons1der the problems of the
| rallroad : But at the same t1me we: don t want to contlnue
| “in futuro the factual lssues whlch have caused us so much

;'concern 1n the past,' I should thlnk the lltlgatlon would be‘

over so that the valuatlon of the property 1n the future wouldydﬁjd

mean nothlng We would galn nothlng, on the other hand
hE ,should the evolutlon of c1rcumstances as they progress 1n Nf::ej}f
the future develop much hlgher values for the land There f;fb

: 1vWOUld be no prov1s10n as T see 1t g1v1ng us any 1ncreased

payment in the 1n~lleu,' In other words the leglslature I .

’;would not thlnk would want the mun1c1pallt1es and the rallmbfr

lroads and the state as a party as well to contlnue thlS »

v tradltlonal problem of determlnlng valuatlons of rallroad
- llnes. If you are g01ng to glve‘us an 1n=11eu payment that'
the end of it and that is the way I thlnk 1t should be because‘j”7bh'
f.1t resolves many thlngs that have troubled the publlc in theeb5¥dt

' past

SENATOR DUMONT : Mr, Rosenblum you mentloned here

11n your statement about leglslatlon that Would contaln adequate

: Safeguards to 1nsure the mun1c1pallt1es affected agalnst any SR

future 1nva81on,' Now, no one leglslature can blnd a subsequent
leglslature unless you have 1n mlnd a constltutlonal amendment
Is that what you are talklng about7_ | 7 _l. ._‘ | |
MR, ROSENBLUM: Nb‘,' I am fully aware of what you
have in mlnd and I would very much llke to have a constltutlonal
amendment but hav1ng become relatlvely practlcal over the l: R
last decade- or two, I° would say that such a thlng 1s not 1n

the'offlng,_ But strlctly w1th1n the prov1nce of the leglslature
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k]

B ifollowed that very carefully° -Personally”IVhaye'aIWays”
~fbeen a great bellever in the steam shovel rather than the

'dnewspaper headllnesa"

SENATOR DUMONT ThlS Arthur Padula who was referred

:to here .as. the developer for Jersey Clty, does he speak w1thb5‘_

f'any authorlty for the c1ty when he says "The rallroads have{
"':outl1ved thelr usefulness to the c1ty and are hard pressed

to meet thelr_tax blllé-al am‘surevthe.rarlroads.wouldrbeu;dg

'glad to go"?

MR ROSENBLUM I know that Mra Padula has had

. _relatlonshlp w1th the c1ty in. connectlon w1th some hou81ng
’ _plansov I feel falrly certaln that he dld not speak for the‘

',“c1ty w1th respect to rallroad tax. problems@

- SENATOR DUMONT Any further questlons of Mro‘£5‘=fﬁ'

Rosenblum7 Mr. Neeld

u‘ MR, NEELD° Mr Rosenblum you mentloned the probablev o

'need~for an-esealator-clause on=the “save harmless” prov181onj

for the munlclpalltles as opposed to rallroad property taxese

.Then as~the dlscuss1on went on, 1t became obv1ous there were |
- many other factors 1nvolved not only escalator as. to the
;present value of the dollar but also cons1deratlon of the
- revaluatlon and the Kents Case and what not,m The quest1on 1S°f

vShould it become too compllcated too 1nvolved to. attempt

adJustment from year to year ,would Jersey Clty - would 1t be

| afacceptable to Jersey City that the Class II tax payment‘for,thej

year of convers1on be the payment for the yearssln,thenfuture»h'

.=w1thout any adJustment?

MR, ROSENBLUM: Well, this is a rather difficult
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position to put me in at this moment .,

MR, NEELD: Iéappr ciate that and raise

because of the mentionéof these. other alternati

But your question is a

I thlnk ‘you would agree that if the property wh

MR, ROSENBLUM@ 1

subject matter of the tax b

ultlmately is. taken out of rallroad use and is

I think you would agree that while thls would w
‘ \

us, simple equity dlctgtes-that we make some adg

se in the year of tr
L

e

that,

MR. NEELD: I thlnk ad justment of an

1
\
v K

very difficult for the futuL

trying to beil this thing down to the precise m

fact is that the Class II tax payment to Jersey

e because there are

factors that would havg‘to, e taken into account

i

been sliding as the vaiuati?n.of Class II proper

sliding off and, if we-fook %he actual Class IT F
for the year of tran81tlon it mlght represent pr

most equltable_adjustment for the years ahead.

|

"referred to in my statément

i
\
|
|
\
L

MR, ROSENBLUM: T don't think this is

obstacle on this thiﬁg{ I think this is a detai

- Of course, I notié

o

‘mentioned the tax levyéand' certainly hope that

the legislation takes form the term will be ”ta

than "tax collection.'

I think you mentloned‘”t

Any further questions?
|

- Then we will recess for approximately an hour un

(RécesslforvLuncho)

M

' SENATOR DUMONT:

it only

es.

I-inclusive and
ch is the
ansition
ocally taxed.-
igh against

ustment for

ind would be

eﬁtirely too many
if you were

nimum. The

City has

ty has béen

ax payment

obably the

serious

1 that I

e that you

, if and when

x levy" rather

ax collection,”
(No ﬁesponséa)

til 1:45,
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bUMONT°C I would.llke to note here some
entlemen that don t w1sh to testlfy? but they:'
ve thelr\appearances noted on. the record~'
ss1stant Corporatlon Counsel and he 1s'

and on behalf of West New
er Lawrence Havey and Counsellor Max Boxerobﬁ
s afternoon we w1ll proceed to complete the‘:
stlmony,'not because we are in any hurry to-

r wayg but because of the fact that they are -
ogether as L. understand 1ta ‘
r Charles F. Krause of Weehawken we w1ll L
from you at th1s tlme,_:‘. | | -
MILMED" At the conclu81on of the Mayor s

d I w1ll be avallable for whatever Questlons:

DUMONT;;“Fine;

'F. KRAUSE, JR.:  If it please

n its Tenth‘Repbrt;il963)94thércémﬁissibn Onh‘
d”out-that?”i“Actually;?therefdoesfnotdappear ‘
£ Class II property should be called upon‘
rallroads the other dlstrlcts of the State ;e
S the rest of the country, whlch must
termlnal fac1llt1es of these maJor rallroad

in these‘d;strlcts,ﬁ bi am;ln-complete

accord with this

~In Weeh

very cogent analysis.
awken, as the members of this Commission arel
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5h[development of any such

f'amarea'I amlsure;‘the peroe
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- the largest percentaée_ot
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Vlmportance to any munlu' ‘

real estate ratables 1“2C1é

aecordlngl

In llght of th

Yrtaxatlon 1s

;quoted at the outset of
'ilfully agree I feel tha
‘bold type on page ll7 0
"such adequate safeguard

'QVmun1c1pa11t1es that the

’i«revenue as a resultcht

We 1n~WeehaWken Wa

;f,opportunlty for th1s br
SENATOR DUMONT
MR DAVIS" Wh

”vharmless H Mayor?-,.

o MAYOR KRAUSE

3ﬂtownsh1ps of the same T

tage of total real estate I

vprlsed by state asseSsments ”3 kf

_y 1s approx1mately '5 per cent
its klnd o be founj in any R
stateo.

The very s bstantlal

T
: . i
?fty Wlth almost half of_1ts_ 1.
,S II property asses mentsv !

(

y? &Tmedlately apparento'

e Corjlss1on s observatlon which I

thl”statement and WltE‘Wthh I

t any leglslatlon whlch may be proposed

lv4

s1on s recommendatlons set forth 1n

f 1ts Tenth Report ‘should,contaln

s as w1ll fully guarantee'the affected.
rep;acement ‘revenue to bevprovided:f‘
suéh amount as w1ll

he thure from any poss1blefloss;of )

‘ 3

he cIange 1n tax pollcyov‘“

t.to assure the: members'¢£ﬁthe'af-f'

coopjratlon and ass1stanTejinfthe°
leg slatlon and thank you'forrthis

1efr:eport

A‘y questlons of Mayor Krause?’ :

at 1s your 1nterpretat10n

I*wpuld,Say,\sir;:tofassure.thep

evenue5asﬂtheY“receive at| present on

atlon affectlng Class IIzrallroad propertyi_f"

in all respects, =~

f ﬂSaVéh°luff :




A, the present values w1th not exactly, although I don t mean
.'to dlrectly oppose Leon Rosenblum - would be to. afflx thelu;
local rate.tovthewvaluatlons .whlchﬂI_understand_Would;bet
frozen as well as. the tax dollars,;g I v
- MR. DAVIS What has been happenlng in the dollars‘,g
.collected from. rallroads in. Weehawken7 Have,they~been,go;ngf o
up- or down? | : }»  e | _ | .
MR MILMED- ‘Is .thatg_the 'qé‘llar_ valuatl on?
 MRs DAVIS: .No;,the raxes colleeted.‘b
:MRG,MILMED;iaiaxes,collected?:-
MRéaDAVISS° ‘From railfoa&s,l; : v
MR, 'MILMED We. don*t have the actual dollar -
amOunts.‘ They could eas1ly be determlnable from thls tableg
”Fofnexample for the last flve years - in 1960 Class II_
1tailroad valuations Ln‘weehawken Were,$16 504'839 in 1961
$16, 534'243 in *62 $16 3u9 ,392; 1nv'63 $16,333,107;
and in ‘6h $16 363 OOl ' Our total real estate ratables ran
from in 1960, $35,92L, 221 to this year, $37 001 ,483.  The -
tax rates from,1960.to theyeurrent year‘mjln_IQGQ?,lt.was
' $73.96,per-thousand;hin:i962;{itfwas $81347>§er,thousand;
and in.f631% correCtjme;hMQYOr;;if;I:am,nrongiontthis:enih"
think itj;‘was $88,14 or thereabouts. Our local purpases ."'bugiget -
‘; foril9649asvpubiished?.WOuld”reflect:é;decrease.inhthe:local»M
pufPQSee”rate hy;about,$i¢20§AI‘thinkvit'is; a:thousa-nde S0
~ that ifuthe oounty rate temains‘the.same;-otlcourseé»theesehool
\u'hudget Will go up§:itbe1ieue~xh§'about 20ucentsipef thousand -
so if the county rate remalns stablllzed we should have a.

- decrease in our tax rate for the 196& yearmh
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o ;Weehawken,

'fcome from the rallroads I

’*,te the chart that Blll M]

SENATOR DUMONT»,"
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R, MILMED ‘eLec
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'gentlemen for all these
o MR 'MILMED: Ib
jwe havermm. T
R, DAVIS: Té§
- percentage of total tax C
R, M'.[LMED f I'n

MR DAVIS The

hapercentage of the total e

R, MILLER I'
‘,flt rs about $1 300,000 cux
| MR DAVIS Thar
"SENATOR‘DUMONT

‘MR, MILMED: The

'ffThat was for 1957 In 1¢

”we don t have any subsequent;

SENATOR DUMONT°i
Mayor Krause7’
' h R [Dlscu<
MR, DAVIS

T

-K‘addltlonal toll such as v

e

What;'

Excl

rourself for the record

Butf"‘

n Milmed, Township Attor

e‘uﬁbh5Wh6m;?Ifleahfﬁery

I R
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>eliéve in tax dollars, p

Idéllarsﬁmust:haveegdnefu
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m sdi‘y; I dldn't hear th

tax dollars have gone UP§

ax Dllectlons of the tow
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1ust|have gone down.’ ;’

was; bout $950 000 ten ye

~rent

!
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@{3~

ﬂAnj‘further questlons?v‘
> tax collectlon 1n 1957
lier‘Just gave me was $

’53%«

L]

Elgures..f
u

-Aﬁe;there any further q

e T e
ssion off the Record,]
‘would your attitude be.

rasié

nse me for ‘a momentq'

By

:tion has gonedeWn;h

@Lt was $1, 069 ,138. 99f1
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ars ago;
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estions of
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- put on thedtolls'atbthe[Lincolanunnel‘-1in’other'Words;?thatu
‘the tolls atuthe,Lincoln Tunnel_becane'SSvcents?"what would
the attitude of Weehawhen be? | R

| - MAYOR KRAUSE: If Weehawken’ﬁere tO-reoeive”a |
benefit from lt?7- } | |

MR DAVIS».'Wellv'that-at.leastVZasia'substitute”n

: in other Words S you Wouldn t suffer in taxes recelved But you
fhave a lot of people WhO are commut1ng through the tunnel
probablyﬁ. »l ,

: MR, MILMED: I didn?tlget:the”suggestion*this.mOrning&s
~ that we havehan additionalrfiVenoentftoll,:-I'thought:thef_
;Suggastion.was that WeyhaVevfifty cents colleoted»?but’only fortyé

f1ve cents g01ng to the Port Authorlty and the other flve cents-
g01ng to . the state,_': _ ‘ » |
MR DAVIS 'Well~ that’l~am sure'youronldube~in"
favor‘of - But let S assume that the flve cents Were added
to the toll. e ‘ o
MR MILMED.,. -1--d'on"t-thinklwe' in Weehav&k?en‘shourd'
at this p01nt ‘anyway =='We haven t thought 1t out --take a.
p081t10n on 1ncrea81ng the tolls for the Llncoln and" Holland
Tunnelso_ l thlnk_probably over the years if We_look back,
We would probably.findtsoﬁe.statementSjbyhthe_ToWnshlo'ofd
. Weekawker, along,with;somevof‘thecothergcommunities;ioPPOSlng_rf
vany inorease in tolls .in°fact. aSking foria-decrease-in'tolls;;ff,
SENATOR DUMONT Apparently, it is a b1t of a const].-=
tutlonal problem 1f you were to try to tax those tollsoxl
So the point is. whether the tolls could be 1ncreased and, I

imagine, the reactlon of;the publrc"would be‘sw1ft and hard_
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',‘WeekaWhen I’knOWédat;thefpresentftineéyvefy,safelypguarded,»
| by thelr owners,[:f““v N ‘i | _ .g_;_ p» | v-’f.ﬂa,s ‘, _
SENATOR DUMONT | Then you don't know of.any nntapped;d
sources of revenue that you haven t already tapped locally?
| MAYOR KRAUSE? That is true. R
| SENATOR DUMONT All rlght. _Afr{yf‘othér qugs-ti_,¢ns of
,Mayor‘Krause? [No response ] T
‘.s:Thank you very much Mayor;‘.
vMAYOR KRAUSE Thank you,j;.
SENATOR DUMONT 4 Thank you Mr,,Mllmed

' Herbert Flne Tax Counsel for Hoboken,

VH‘E'R;B E:R:T‘”s FIN B I am sorry$ gentlemenv but T
do not have a prepared copy of my statements, ‘Perhaps 1t ;s~
safer that Way, but T don't have one anyway. |

| I have been requested to appear here on behalf of
_ the Clty of Hoboken by Mayor John J, Grogan who 1s not able -
“to be here.f‘i' |

T thlnk 1t is common knowledge that for many years the

cities of Jersey Clty?,Hoboken and Weehawken have ‘been engaged~’
Hln a common effort to protect the ratables commonly known
‘as Class IT ratables from the onslaught of endless'-bwhatviy’t
appears to be endless -.lltlgatlon by the rallroads, ”So"
;I dontt thlnk there should be . any secret about’ the fact that
rtax counsel for these three mun1c1pallt1es have consulted Wlthid
‘each other prlor to our testlmony here today and we are ine

) bas1c agreement,

‘But: for the record I agree w1th the pos1tlon that
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".hés;béeh“exbreééed-onibehaiffofﬁthefcitiééﬁof'Weehawkenv'

and Jersey’Citp,Ybut alsojfcr'the record , in’ the llght of

isome of ‘the’ remarks that have been made 1n regard tO:the,-"L

issue of dlscrlmlnatlon, wlth Whlch we have had

vI;thlnk-that our posltlon should_be-evaluated.lnithe llght of

the'backgroundfof“the,railroad taxpayer:and'placdd 1n 1ts

t;proper perspectlve,'”I?thlnk wesshouldﬁall”realr

e thatdunder

ome.connection3

" the . present appllcable law the rallroads are alr
3vfavored p081tlon 1n comparlson to other taxpayer'

'tax was des1gned and constructedvto arrlve at.ai

.flgure

by the taxatlon of rallroadfproperty;}'
*~f1gure here but it is somewherefin1theinéighbof_
5’$18 000 000 What I am- gettlng at is that the pr'
"act was de81gned and constructed and shaped and
| lthat obJectlve in. v1ew ?nd I

ftaxpayer in the state can make that statement
l.why under appllcable law,‘under present law the

"property is assessed in three classes,'

 the. Class II tax

I'the other classes,

:?fdfavored'posrtlon'alreads
o hprescrlbes $l 20 a hund:

assessments are to be t1

:;lt should bevstated

and I don't WlSh to be «

pos1tlon here today,altt

lasses I

alt

"sjligze“‘iy,

7 by

D I

ed'as the: flxed rate by
*ansl ted into tax dollar
hougL I don t make any P
~ons1dered as belng 1n an

1ough

a SpeCIflC tax—dollar flgure;%which;wouI‘

I don't h

i

!

don't th1nk that an

I |
|
)
only{one

in Whlch we'are allfinterested
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I have been 1n the

reason;of‘the'factvt_
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pe01flc

be produced

Ve-the,exact'.
qu_bf 5jm:
sent tax
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~ Mhis is
railroad'"'
'f Whlch ‘
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Payersol;Infj
4 a hlghlymar
at- the law
thlch these
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number of occas1ons together Wlth other tax counsel-— but

\'_I thlnk 1t should be stated that as a result of the constructlonivj“k

1of the act . in . 1ts present posture, as3a¢result¢ofyawstudy
vthatvwas made,*I:belleve,hbybthe‘Railroad.TaxfBureauwitselff~‘”v
'and ‘I:think iernvfilevWith that'Bureau =approxlmately»~
vusome s1xty odd per cent of all of the rallroad assessments
it has been calculated 1s at the favorable rate and only
forty per cent 1s at the rate at Whlch other taxpayers are
requlred to pay taxes 1n the state,vﬁ
In addltlon to thls the rallroadsbunder appllcable'
b’law are- guaranteed a flxed max1mum tax for maJor rallroadsih.y
of $4500 a mlle, Then by v1rtue of thlS they get credlts,;i

hIf it exceeds 1ts maximum, they get credlts flrst agalnst PRSI

"IClass III then agalnst Class~I and then agalnst thelr

franch1se tax plcture whlch is why some of the rallroads don't’;
pay any franchlse taxog-’°'f‘ | | |
| Now what has happened over the years 1s that the

;rallroads have been content of course w1th thelr Classes I

band III posture because they get a- clear preference there 1n
'fcomparlson w1th other taxpayersa‘ But they have been concentratm'
1ng on thelr Class II taxes Whlch 1s the only class of tax
'upon whlch they are treated on the same ba81s ‘with otherh;'
taxpayers. The p01nt 1s that the Class II communltles as.
‘a result of th1s have had to bear the burden of thlS partlcular -
”onslaught of rallroad lltlgatlono‘:

| Now our p081t10n 1s not that we oppose What the

'Commlss1on has recommended = we do not oppose 1t bas1cally.

' we are 1n favor of 1t,. But I thlnk we should all reallze now. _f
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”'-tflscal pos1tlon and of'
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)

J:thevstate prov1de replacement revenue for. the mun1c1pa11t1es
, to save them harmless as the result of this change in tax
"-pollcy. I would hope that such leglslatlon would have the
:added effect of ellmlnatlng thls burdensome and: endless
flltlgatlon;lnowhlch Weuhave,been.engaged over_thevpast:numberia
. of years; ‘v | | o e '
| To sum up our s1tuat10n as. far as I am concerned
in relatlon to the Clty of Hoboken we w1ll be content ff5l”
. whatever new leglslatlon is proposed prov1des what We conslder{;
to be effectlve guarantles to save us harmless from any loss
'v;ln our tax revenue pos1t10n, we have a substantlal stake, vThe-'
: matter is of extreme 1mportance to all of the Class IT munlclpaln;
'lltleS. The pos1tlons of the City of Jersey Clty and Weehawken
fhave.“already been expressed-: SO'far as Hoboken 1Sjconcerned,_
flt relles upon these ratables to the tune of infexceSS~
‘of $1 lOO 000 a year 1n cash which represents a_substantial
‘part of our total tax,dollars, The matter is of such’importance:’
: that:I am certain that all'tak counsel‘ 1nclud1ng.myself of
\rﬂall the Class II munlclpalltles would be glad to as31st in
uthe constructlon of the leglslatlonet I thlnk that we have
' such a great stake 1n it: that I ~fand I am sure the other tax,
-counsel - would llke to have some part 1n 1t at the 1n1t1al/
_flevel before the matter gets shall we say9 out of hand or
-1n hand or whatever, I thlnk that Just about concludes what I
’;have t0’say.1n thlsvregardzand~l~thank you:very;muchjfor ‘the t;‘a,_
‘opportunlty of belng heard here todaye : |

SENATOR DUMDNT°: Any questlons of Mr, F1ne7

MR MILLER Mr Chalrman I, don't know s1nce tax



counsel"have.been so_cooperatlve Whether they co'ld help el

us on thls p01nt, 'If'YGu t ke the Class 1T rai Load

7property out of the tax ratables of these three un1c1pa11t1es -

" you have gotten,most of;thegclass II rallroad pr perty 1nif*“
_.,Hudson‘County.- I wonder:whether 1n the apportlo ment of
v'county taxes they want to,g;ve some welght to th 1n-11eu
';Apayments they are g01ng]to %ecelve if they do l r,whether

= oam

"7they want to forget the~Whole thlng and apportlijf

| .MR FINE: 'gNo,fI_WauId agree. that some Veigﬁtrﬁéuldfé
" yrhave to be glven to that;g7; | o e ~-> hhh o
| MR, MILLER Well;;i?donft'knowJWhefheerayor Krause
'ﬂ‘would agreeo‘w ’ iR | ‘ B o ) L

”1‘IMR MILMED° . No comment.,

’vuMAYOR KRAUSE ‘No700mment; ongadvice;of-counsel

‘hLIMR MILLER jThey are]diVided on:this'1SSue; I take 1t""

MR, FINE°- I thlnkithat can'be covered‘at some later o
_hpoint, I don't thlnk from the standp01nt of our present

,‘rposture,'81nce we . are all 1n bas1c agreement that any great

»‘serv1ce is prov1ded by demonEtratlng the. matters‘upon Whlch
!

”rf;we may be 1n dlsagreement. thlnk all our 1nterests would

Abest be served by 1eav1ng t matter as lt stands now,;’

SENATOR DUMONT Lny other questlons7 [No response ] o

. . C ‘
'thakeult -Mr, Flne'~that yo would of course be 1n accord
i _

‘w1th your colleagues here'mh

o want to malntaln on’ a;permanent_[7
N bas1s any dollar«for dolIar Leplacement that wouIdhbefmade~for

*loss of these revenues7‘.l

} MR FINE° Wel] I would say ba31ca11y Ifam 1n agreew>

fment w1th my colleagues on thls p01nta_ And 1n line w1th what

@l




I JuSt now sald oI don’t thlnk I need to‘reveal some of

the small crev1ces that may . have appeared 1n our prev1ous,sn

: dlscus31ons, - | ‘ o :_:7 g v |

| 'SENATOR DUMONT: Anything else? -

'Thank'you,uery much qu; Fine.,'~‘ ‘
Augustus Nasmlth Vlce Chalrman and General Counsel E

Tyt

,Ass001ated Rallroads of New Jersey,,

A:UvaU S“T Us N A s MT T Hr ’IM Chalrman and

ﬂvmembers of the Commlss1on° At the outset I should state I

'"gthat 1n 1962 When we appeared before the Comm1ss1on the

: Ass001at10n cons1sted of ten rallroads and we at the present

tlme do not represent the Susquehanna Rallroad for 1nternal

| 1reasons ‘and I make thlS preface note because unfortunately

'at a later tlme I must dlsagree Wlth Mr, B1unno on. certaln :

o contentlons that he made here,’v

Our maln obJectlve today ls to meet the test of
ﬁSJR 12 and establlsh that a substantlal reductlon 1n taxesrls
Ilndeed warranted by theqeconomlc status of - the rallroads
»operating within»Newaersey, In addltlon we Would llke to
ofter‘some'other suggestlons for your cons:.derat10ne .

| In;this statement we shaIl brlefly dlscuSS°':

.'1;- Our:endorsement of the Tenth Report of thls‘
r‘Commission;v
| 2, ‘Our’eeonomic_status,gé

'°3; ' Our SeIf?heleéfforts to reduoe~taxes}‘ '

o, Gomparison‘with.otherﬂstates;~
. _ _

5, A program.forfrelief}

107



As to the Tenth Report, we support the recommended

change in tax policy to provide that all railroad taxes be for

State use and that the State provide some form jof replace~

ment revenue for municipalities,

This solution:recognizes that the railroad tax

problem is a Statewidetprobiem; that our tax-paying capacity

cannot be measured by real property holdings in [Local
|

municipalities because, like farmers, we derive low earnings

{
I

] 1 | ’ ; .
per acre from thelr use; and that we should not' be subject

to local pressures_foriincrgases in tax rates nor to annual

litigation seeking to raise our valuations,

! B . ‘
This solution also recognizes, on the other hand,

that our large terminal areas are necessary to maintain the

entire railroad systemfwhicﬂ,is‘to the economic benefit of

the State as a whole, Accondingly,,replacement?revenue to

|
‘these municipalities is warranted just as restoration of

the Jersey Shore to preserve our valuable resort

industry

was obviously in the.public interest of all citizens.

Finally, this change in tax policy will

permit us to

cooperate as partners with municipalities. in seeking industrial

development and_mutual growth, rather than as adversaries

where in the fight to retain existing railroad re

venues

‘they have set high valuatioﬂ barriers which areéan obstacle

\
to new ratables for them and increased freight re

us,

If T may at this pant? I would like to
from the written statement ahd suggest that the 1
; s o

i | '
change in tax policy suggested by the Commission

|
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Z'Report does attempt to. solve the rallroad tax problem,
'”Thls problem can be solved within 1tself 1 don't thlnk
o that further studles are requlred as to the hlstory of changes
- 1n the transportatlon 1ndustry nor in other factors but |
. that if we can con31der the tax problem onxlts on, reallzlng
| hat it will not solve all rallroad problems but.also-

’reallzlng that thls is one of our maJor problems andvif we

: can proceed ahead to solve thls one maJor problem the other

o problems can be tackled elther concurrently or progress1vely

’rafter we have solved thls problem, And this is the p01nt B

v.at whlch I must dlsagree w1th Mr. Blunno for whom I have

B the utmost respect, This problem the tax problem is broader~

'than changlng 1n assessment practlces or. changlng 1n the

’gwpenalty 1nterest rate from 12 per cent down let's say, to

8 per cent

The problem s1mply resolves 1tself as to whether

B we can afford as. an 1ndustry to contlnue paylng the present
nload ‘ As one spec1f1c example - and as I will mentlon later u;5_/
vbecause of lack of cash the Erle Lackawanna Rallroad on |
.December,an, l963, dld not payvand waS-forced-to-w1thhold
‘$2s060 000 ofvtaXes‘due,_ They are now paylng 1nterest at

'fthe rate of 1 per cent per month or 12 per cent per year,
hWell, on‘an annual basis that amounts,to $24,000, If‘the;.

statute'were:amended:toireduce;lt'todS;per,cent;fthethould;

_nOW'berpaying’at the rate.of“$l6,QOQ;grThevaould haveta[net.r'

f,galn of 38, 000. - | | R

We are not here talklng about questlons of $8 000

~ior questlons,of that lesser magnltude;”we are-talklng.about
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5f’long range reductlons i

?v‘namely, a substantlal e

. tofeStablishaoh:our”par

n__‘an adversaryo

»‘Qhof rallroad property si

e:}-other hand 1t is our ¢

' Q'four years

‘maJor problems that require~}we believeV major‘°

substantlal rellef
| 0bv1ously we,

"that statuteo

& presentftlme the questi
_.: statutory procedures penalry 1nterests assess°

fbor anythlng elseav we belle /e the tlme 1s here

recons1deratlon of the

| fpollcy recommended by t

-demonstrate Wlth substantlal tax rellef to the rallroadsa‘:f

If I may dlgre
' ,adversarles = Mro Rosen
in tax lltlgatlon in wh

'Q’tax-rellef-through-qudl

‘Snthlnk Mra Rosenblum has
Perhaps
: changlng so rapldly,kgS
ViJust one thlng on the q
“As. ‘the- Chalrma

| there has not been a ge

¢But>whatf

e
. 1
4
[

nd substantmal

. - B >
n.our taxes and also req,lre 1mmed1a

‘a change in

. ém trylng to Sav is tfat at thié”*'

on'l not of mlnor chang,s in elther

-ngepract;cesf'

) ok major
pr@b em based upon the c\ange“in‘p?f~

he Commlsslon 1n ltS Tenth Report

]
|
'
.

hangL in tax polley and e hope to

ss f rther Mra Flne and‘ have been”f S

blum and T have been advefsarles‘afffjk
1ch the rallroads attempt d_té'aéhievé,.

01al process and through‘xh

t as plalntlffs dlscrlm h i
overcome ‘this past hlstoh
Tlne and I have some!/lfflcultles in-

1nterJect

._‘v‘ ]

g01ng to 1f I may*

uestjon @f rallroad va].u 1onso k

n stfted 'and correctly aone.coﬁtext*'

neral

- m,ef

; spe01flc, mlle by

nce~the 1n1t1a1 one. 1n 19

ontentlon and properly ?.I belleve;hf

“that rallroad propertle

e of Taxatlon and more - sp

the‘appropr

. N
'the_DlVlSlqn'

.
0
N

- tcﬁi"gmf‘

s'are examlned annually
ec1f1ca11y9 that 1n the ﬂisf‘threéf@f%*’

;ategbureaughasﬂagtuallye.evaided'onaﬁtsz
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own railroad properties in most of the major. districts,
'taxihg districts, in the state - T would say at least 25 -
snd I am sure that this has occurred in Newark;~ TomTon me e
Camden, Atlantic City, Perth Amboy and other areasr ‘And if
the Commission‘would care to have us submit a list;, we would
‘be glad to do it. | | -

o Now if I{can forget my oWh:pastvhistory as . an adversary,
‘the question is not one of revaluation, The net effect»of
revaiuation can either be (1) an ihCreese in our valuations,
Which we cannot stand, or (2) a decrease, which if it extends
tooifar wili_have'serious'impacts oh the municipalities,
particularly those"inAHudson.Gounty from_whom.you'have heard"

| thislafternoon. So we believe in the Tenth Report, the Com-
| mission‘has indicated the solution to the oﬁer-all problem,
_ has correctly establlshed the ba81s for solv1ng it, and we
thlnk that the other questlons are of not suff1c1ent magnltude
to be of any help at the present crltlcal condltlon in our
_ eXlstencec,‘ |
| ~ Now i_get back to.what I call the meat, which are
_the economic facts, which will certainly'beuof more importance
to this Commission than any arguments_or'any presentations,
“ lweboresented a study_of our Post World War II
| economic oondition to the Commission in 1962, 'It appears at
pages 9 through 37 of Volume IV of the transcrlpt of the hearlngs,
‘That statement covered the lS—year period from 1946 through c B
1960, including some data for 1961, We have not revised the - |
study, but we would iike to supplement'it,‘and we havebbrought

the major appendices up to date,
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We said that New Jersey rallroadS‘were{n.worse

financial condltlon then than they were in the great depre881on

of 1932 and the- severe rece831on of 1937, Unfo#tunately that

l

is still the case, | E
. | : |
Although composite system net deficits

‘ 1

have improved

from the $64 million depths of 1961, they were $45 million

in. 1962 and $22 million . in-1963 as compared to

a $12 mllllon

deficit in. 1932 and a comp081te net income of $33 million

in. 1937, We refer you, plqase, to Appendlx TAM,

- Earnings for the two largest roads did
in‘the fiﬁal quarter of 1963 so that Pennsylvani
the black by $9 million and the New York Central

What of the smaller roads? EL
.

Jersey Central andiErie=Lackawanna9 ma
lines, had staggering deficits of about $7% and

and $16 and $17 mllllon respectlvely? in each

impro#é sharply
la went into

by $7 miliiono

or commuter
$6 million

of the.past:

two years, The large Iosse§ for Lehigh Valley9

‘Susquehahna

- . . | . . o
and Pennsylvanla-Reading Seashore Line have continued, and

Reading Railroad, which used to be a profitable

railroad,

now has a three-year trend of substantial red-ink figures.

Losses from suburban and commuter passenger

service affect our tax=pay1ng ablllty as Vou ha

e heard

earlier today, The total deflclt from providing this serviée

from.1960 through 1963 was $82.16 million, while the State

paid the participatingfrailr®ads under contfact

a total of

$21 million, leaving a net deficit of $61.16 million,

Parenthetically, if C©mmissionér Palmer appears

this afternoon, I presume that he may discuss t
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fuiproblem and he w1ll certalnly rely on hlS flgures,ka~
» | Meanwhlle these same: rallroads were assessedbar

_total of $55, 2 mllllon in New Jersey taxes durlng those four
vyears._ | , I |
1 F1nanc1al condltlon of the smaller roads remalnsv
crltlcal and more so than 1n l962 because thelr "cash” , -
:jpos1t10n has further deterlorateda | R _ | bv o
| Worklng capltal of $25 mllllon at the end of 1960 |
}reversed to a $21 mllllon def1c1t in. l96l a $54 mllllon
vildef1c1t in 1962 and a $64 mllllon def1c1t at 1963 year
lend; Thls 1s set forth 1n Appendlx ”B"'x | -

” As prev1ously mentloned because the cupboard was
»bare -on’ December 2 1963 Erle-Lackawanna Was forced to
rhw1thhold payment of $2 mllllon of the anount of taxes due |

hand ‘as of today after maklng four e belleve partlal payments
-fhtwo of Whlch came out of land sale they stlll owe $1 249 000
| As. you now know, Federal leglslatlon authorlzlng
'_the Interstate Commerce Commlss1on to guarantee loans to
-rallroads explred on June 30, 1963 |

In our prev1ous statement to the Comm1ss1on we nhé

a»;referred to guarantees to New Jersey rallroads that had |
”rbeen approved totalltng $48, 723 000 Subsequently9 Lehlgh »

:Valley obtained another $3,500,000 guaranty in 1963 and ',>
’;Susquehanna one for $550 000 1n 1962 And you heard earllerf
s-today reference to the 1n1t1al Susquehanna loan guaranty of '

'$300'000 I belleve. You have also heard from’Mr.‘Shoemaker

-as to the Jersey Central s appllcatlon for loan guaranty.K

Erie- Lackawanna strenuously fought for a further 2



'"'tax payments over the 15=ye

|

,$15 mllllon guaranty9‘%ater
:an appllcatlon flled before
was refused And as a;cons
ltaxes last Decembero_

So some of our rai
ef the 11ne for capltal and

g capltal ‘ Thelr "CaShW‘DOSl

In our earlleL rep
'nemployees_and our pay"rolls°
to decline, down to 1/ 784
.»mllllon payroll

We pclnted out 1n

’,exceeded New Jersey.earnlng
~ imbalance cOntinues;
Then we emphas1zed

1946 1960 aggregate taxes p

scaled down to $5 m1

equence it could not

K i
lroads have thhs cone

for funds to replenl

ort we 1ndlcated‘the
»Ourdwork force has

employeeS'inv1962 and

’our,1962-statement%t

ar period then discus

ald New Jersey exceed

'system net 1ncome for f@ur

af our rallroadsa

s by almost $300,000,

Ili@n; in

the explratlen ef the act, but .

pay.its“..

to the end

sh Worklng

tlon is truly crltlcilg | _'vf.

number of
continued

eag$118

hat New Jersey
sed have

000. The

the fact that for the'peried

ed aggregate

Now, . 1f we !

| update thls 1nformat10n to 1nclude the last thr e years

'751nce World War IT aggregat

exceeded aggregate system n

rallroads Jersey Central

. New Jersey and New York Pennsylvan1a=Read1ng Se

and the Susquehannao‘ :
L e r .
We have contlnued

taxeso we have contlnued £

,property holdlngsgbas recommended in. the Thlrd R

Slnce 1961 we | have
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apof operation‘and we have-disposed“ofban'additionai_588 acres
Tof Class II 1and. ~These specificdfigures.are‘setiforth,in '
;;appendlces "E and ”G" | 1 ‘v‘ » | |
Thus, since 1946 we have dlsposed of 2,225 acres,“

.iof Class IiT 1and more than a 20 per. cent reductlon,

| Comparlson w1th tax burden 1n other states - we belleve
~the bas1c questlon really before the Comm1ss1on 1s "How much
‘iln taxes can ‘the rallroads pay7” Nevertheless the Commlss1on
‘1n 1948 also thought 1t 1mportant to compare the tax burden
'“'1n New Jersey Wlth that in other states,‘ o

| ': | - Accordlngly, we have prepared an exhlblt (Appendlx N
“which shows that on a trackmmlle bas1s - and this fully

n_reflects the greater dens1ty of track in termlnal yards -

‘our ‘New Jersey tax. load 1s over three tlmes the natlonal
~raverage, The national rate in. 1962 was’ $1 007 per track :
»mlle.‘ In New Jersey we pald at the rate of $3 415 per track
Jimiler o | | | ‘ | |
H o ”:' mlght 1nterpolate that 1n the past there have been
i_comparlsons made on a road mlle bas1s Whlch would compare a

fmlle of rallroad in the Kansas wheat flelds and a mlle of

”‘frallroad in New Jersey termlnal area, w1thout any con81derat10n-

of the number of tracks w1th1n that road mlle. There has been
Jcr1t1c1sm of that comparlson in the past and therefore ‘we
have used the . track mlle bas1s whlch Would reflect the
“Rden31ty of a termmnal road mlle 1nLHudson County whlch mlght B
flnclude 20 tracks Wlthln 1t and thus we thlnk thlS 1s a falr
‘fcomparlson. | N | |

InterJectlng agaln Mr° Taber lndlcated that I mlght
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o rellef

Lo , 1
| |

| ]
'have some statistics as to comparlson of ClasS‘

I 'téx'es”. :

per mIle or per traCkimlleQWlth certaln stateslon‘the

eastern seaboard. These states have a dlfferent tax1ng

system, I cannot glve you any such comparlson at the moment

- On thefother»hand if the Comm1s31on should des1re a compar;son:

vbased on the total state taxes’ pald w1th1n those Statesvto'?

their track mlles w1th1n those states I.would he happy to :_ 1’

produce 1tob‘But we cannot d

because some of theseIstates do not tax in that

The Comm1ss1on mlght also conslder what other states

ax ba81s K

fashlona

N

s w1th 81m11ar rallroad probﬂems have ‘done to prov1de tax

railroads. w1th an annual $15 million tax reduct
i . .

, grants=1naa1d,to Iocal:munﬂc1pa11t1es of'half tl

) o . .‘o' - . o | } . - N o - 11
which their revenues decreased; . T believe Mr, 1

New York in 1959 enacted leglslatlon to prov1de 1ts

Lon,,W1th

e . amount 'by |

Taber referred

tO”this provision earlier.ﬁ.That'same year Gonnecticut

jcompletely eliminated all state retalned taxes v
. R [

property and earnlngs Iwh1c‘h was. its counterparf

fClass»I and III taxes,I .

|

A program for relilef =-We suggested an

'vprogram to the Comm1ss1on 1% 1962 (reported at ;

1n the Tenth Report) but aﬂ ‘the result of the re

change in tax pollcy of the Comm1ss1on in that,report,-onlyi

two of them need be urged tLday

(l) Reductlon of Flass II taxes from t

..level (1963) of $14 7 mllllon down to $7 5 m1111‘

(2) Ellmlnatlon of Class I and III tax
|

"agaln in 1963 $2-h mllllona_”

1p0nvrai1road

- to our

8~pointfvuy
>a.ge 112

-ecommended

he current.

on;;-

es'totalling,

i
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We certainly continue to support the pro'posif‘i“oﬁ"

:iithat all passenger fac111tles should be exempt from tax
B because they ‘do not prov1de a proflt but are malntalned

,only as a publlc service, However thls program ‘will be

achleved by the proposed reduction in Class II and ellmlnatlon

hof Class I'and III taxes, 'Moreover the estlmated maximum
'reductlon of $3. 5 mllllon from exemptlon of all passenger .
v"ffac1llt1es would not provide us. Wlth the rellef that we~feel

"1s necessary,~’

Parenthetlcally, we mlght state after llstenlng to.

lsome of‘the‘earller d1scuSs1on“that’we belleve the'Comm1s51on
“nlmay Well cons1der the fact . that rallroads are v1tal to the
-economy of th1s state for their frelght serv1ces as- well as
Z'dﬁfthelr passenger services and that this whole subJect should
‘vnot be cons1dered merely in the context of the immediate

'arelatlonshlp to passenger service and‘passenger.deflclts;"

Accordingly,'wé'fully endorse'the:Commission's

”-'apparent determlnatlon to solve ‘the entire Class I1 tax problem
’»f"ln one package ~'a problem that has plagued thlS state for

. almost 100 years,

'We believe our economic status fully warrants’a 50

per cent reduction in present Class IT burden down to $7 5

mllllon ’approx1mately what we pald for the use of mun1c1pa1—

ities in 1946 which was a hlgh-searnlng9 post World War II,

‘year. ‘ThlS would brlng’us muchwcloser»to the natlonal average

tax load per track mlle.

- We- have a commlttee working: on a formula to achleve

'.hthis-result,'us1ng a property base‘comblned'w1th an earnings
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factor. Again‘interpolatiﬁg, this would result in a
variable tax rate to be applied'uniformly throﬁghoutﬂthe,
state. This study should be completed shortly and we -
request your perm1331on to | submlt it directly to the Staff.
Director. i 
| We ask for elimination of the Class I tax on our

privately-built and_privatelyumaintained "main stem' which.

supports both freight‘and éassenger service, aﬁL of the
Class ITII tax on persdnal property, which includes passenger
equipment, i
The state—retainsithese revenues and therefore you
have no replacement problerflt9 which in 1963 amounted to approx-
imately $1,650,000 from Cléss I and $700,000 for Class III,
for a total of $2.36 milliena

In conclusion, the solution:of the Class II railrocad

tax problem will be a milestone in this state. |The change
in tax policy recommended Hy the Commission will require

replacement revenue of: $7.3 million if municipalities are to

|

be saved harmless., The adoption of a new tax source is,
| - o

of course, a matter for the Legislature, However9 we are

confident that the Legislaﬁure will give the Commission's

final recommendations careful consideration because of the-

specific request that the final blueprint be dr%ftedo

In the meantime, w@ earnestly request the Commission

to give attention to our request that Class I and III taxes

be eliminated - a subJect not covered in the Tenth Report

and also a problem of lesser magnitude not requiring replacement

revenues - so that leglslatlon might be immediately drafted.

ll%

%



The condltlon of: some of our rallroads ig go- Al

- crltlcal - and you. have heard that ‘today’ spec1f1cally

'ffconcernlngvone of them»- that"substantlal;tax relleﬁ.ln

1964, we feél, is a necessity. Thank you, Mr. Chairman.

" SENATOR DUMONT : Any’ questlons now of Mr Nasmith?
MR, MILLER: “I'notlce Mr, Nasmlth ‘refers to relief
"»inf1964; "If‘my,memory doesn't fail 1 me, the,railroad“

xfftaxfhasvalreédy"becbme aflieh'for*l964‘end’itwon&er'Whether

>7rt11t would be legally poss1ble to do anythlng ‘before 1965,

MR, NASMITH It is my understandlng that the

1f7assessment of Class I and Class III taxes takes place on or -

z”fbefore~Aprll lOth~of:each year‘and therefore*-w1th respect

’:;ito thls partlcular emergency-type rellef that We are seeklng,

ST belleve there is tlme for leglslatlon to accompllsh

{»

‘::whatever mlght be recommended by thls Commls31on before

'lAprll 10th. | - |

| MR, MILLER: I donwt?remember"the ect;aS”ﬁellvas

;Q:you do but~I‘th1nk.the Aprii'iOthfis9the‘strikingﬁdfvthes:
:feamount due ‘but the act is’ retroactlve with liens, tézJanuary
"ilst,Just-as it 1s_1n ‘ordinary property taxatlono“ 1 may beswrongab_
'~,in»an&{éVént;fthere.isnftCVery‘mﬁéh time;ﬂh} v

O - SENATOR DUMONT351We:haveTthe“heed of the Division

f'Of”Texation here, Mr. Kingsley, what is your recollection

- of that7

MR, KINGSLEY: T am just talking off the top of my

h]head,‘but'Ifrather think that what we have here is a determinﬁ

"'ationvofgvaluation by March 10th and then that in turn is

: certified~t0*the County Tax Board and the County Tax Board
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then determines the tax byiapplying the local'iates
MR, MILLER: :Not En Class I,
MR . KINGSLEY? - On the Class I - wellyjthe same -

thing,- we determine the valuations by Marchvloth;
'SENATOR DUMONT: That is in Class I and III.
MR, KINGSLEY: I don't recognize the April 10,

do you, Earle?
,MR;,BARNES:JJBV Apri} 10th is the daté which the

County Board certifies the local tax rates to the Bureau,

technically on April 1st, %nd by April 10 we are supposed
to apply those;rates'fo thg-class IT property and certify
the taxes. So the taxes réally are determined when those
rates are applied. We-donrt always get them at that time,’
but that is the statutory élate, |
MR, MILLER: 3That%s not the lien date,| The lien
date, I think, is january #st.or thereabouts.
‘ MR,‘KINGSLEY: Exéuse me., That April 10 would still
not apply to the Clasé I a?d.III taxes, would it? '
MR, BARNES:vJYes,iwe determine them on those dates
too, ‘
MR, KINGSLEY: Then that doesn't enter into the
‘local tax rate.is,what I meant to say.-

MR. BARNES: No.

- tO that °

MR, KINGSLEY: uIv?OHYthHOW'if there ijs any answer
|
e

MR, MILLER: There is an answer, but we don't know
it, |

|
MR. NASMITH: If I might, Mr. Chairman, I would be

glad to submit é‘memorandu¢, ‘But I did look.up| the statute,
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:v; 10th. ne

b.fpartlcularly w1th ‘respect to Class I and 111,
SENATOR DUMONT :. And you thlnk the date is’ Aprll

MR NASMITH 1 believe theyfinal’assessing'date

"‘fls April 10th, And as to those taxes, the reyenue'of Which

',1sfreta1nediby the state, T do not belleve that they affect

f.local mun1c1pal rates in any Way nor are the amountsof those

:friassessments reported to local mun1c1pa11t1es° We do have a

f'dlfferent s1tuatlon with respect to Class II property, the

'b.revenue of Whlch 1s allocated back to the mun1c1pallt1es

. eand those reports or flnal assessments must be: certlfled
';on;March;lSthvunder my‘recollectlon,.FI_amxemphas1zlng-th1s7
’rbeCause‘IfbelieveQas-to"Class'I»and’III the finallaSSessments

lf"’are not made untll Aprll lOth and that 1f emergency leglslatlon

v:-could be enacted before that date 1t would be 1n "accordance

%]

w1th any constltutlonal problems and 1n accordance Wlth
the statutory law, - ’ | L v
| SENATOR DUMONT': Well, 1f they don t affect the
' local tax rate even after those- taxes were collected “there"
ai:probably-Would_be'no;prohlbltlon agalnst;leglslatlon that
’would:requirevthe,statebto‘return:them»for@a*particular:year,

. or would there be? ‘ L o | | -
| IYMRv MlLLER"f,There mould;

'SENATOR DUMONT | There "wo'u'ld'i‘ |
:»MR NASMITH I Would have to concede there would
'bbe problems if the rellef was’ achleved after Aprll 10.
| SENATOR DUMONT Just a practlcal problem of gettlng

‘somethlng back r1ght7 o
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|
MR, MILLER: Well

aganu¢ grants to or for aTy prlvate corporatl

|
i

a constitutional - p

SENATOR DUMONT: 0.K,

‘ ~Any other que
Mr. Nasmith? Mr. Beck.

|
\ ‘ ‘L : .
MR, BECK°- In your statement I don*t} ecall hearlng

—~ﬂr~ﬁf‘ﬂftff’**

Ohlbltlon

tions of

|

. |
anythlng about the frhnchlse tax, What 1s youL recommendatlon

l
|

 as to that?

time 1s that we should pa% some franchlse tax . i

pr1v11ege of operatlng Wluhln the State of New
- \

We- parhaPS\ looklng forwaﬂd hopefully 1nto the
‘twenty years_from;nOW; mlgPt like to suggest t

1the posSibility“éfisome amendment

|
MR, NASMITH°l Oun recommendation at- the'present»

or the
Jersey,
future_of

“the staff

.Butiour”basic position =~

is that we should pay some\franchlse tax for the privilege -

f;of operatlng within. the stgte and also from a‘practlcal

.standp01nt bearlng 1n mlnd that the State ASSﬁSSlng Bureau

i
I Just‘wanted to ascertain

|

’on that because I dldn t recall at: all that 1t

requlres some flnanc1a1 support to malntalnsltﬂ:lf;
|

“MR. BECK:

statement., ... o I ' 3vﬂ

o ) ) ‘ . i

our position

was in your

Mr,'Chairman; may\I ask another quest10n~at‘thisf°

SENATOR DUMONT Go right*ahead
'MR,»BEGK: \

‘earnings for‘the two.largest-rallroads did lmpr

~in the final quarter of 1963,

|

In your statement you mentloned‘that

ove aharply E

-that the PénnsylVania‘went;

into the black by $9, OOO 0?0 and. the New York Cnntral by - -

$7,000,000, Would yowylndlcate to us what the

| |-

]

Ireasons for
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;that sharp incfease in pfofits were in view of the fact. that
the other railroads seem to be going further and further
in the reverse direction?

MR, NASMITH: In my opinion the basic reasonsfor
their improvement were two - improvement in freight revenue,
and; secondarily; the aChieQement of results from'some of
| their efforts to curtail expenses, And if I might add, both
of those rallroads operate in a large number of states,

For example, I do know that the Pennsylvania operates in

13 states, They have a greater percentage of long-haul
freight volume than the other railroads that represent this
Association and that, I believe, helps to account for the
differehce'in their financial results. Of course, as to the
- New York Central, they do not have. the New Jersey passenger
’1oss problem that some of  the other railroads have also.
SENATOR DUMONT: = You mentioned that other states

: ﬁse‘different,systemsvof taxation. Wouldeyou mind outlining
one,er fwo of‘those?’ ‘

MR, NASMITH: I wouldn't mind, but I am not competent
today. For example, we referred to. Connecticut. - Instead
of a Class I tax as such‘based on main stem, they had a
property tax base on roadway, but the definition of "main stem’
‘was differentand they had it combined‘with,an}earnings
factor. Beyond that, I am unfprtunately,not prepered to
give you an accurate description of the taxes in these other
states.. We could develop it and submit it.

'SENATOR DUMONT: Suppose the base were changed to

something like net earnings. Are any of the railroads operating
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in New Jersey deriving any net earnings at the moment?

‘MR, NASMITH:  The Pennsylvania and the
Central, ; A v |
SENATOR DUMO&T: Eust'those two,;
| MR, DAVIS: In New Jersey or are you t
Wise?‘ - - f, | | |

‘MR,'NASMITH:?‘Systemwise4
MR, DAVIS: How about in New Jersey?

|

MR, NASMITH: Within New Jersey I am n

those two are, I'd have to check it out,

MR, MILLER: gAccording to your figures

an income - Appendix "AT™,

New York

alking system-

ot sure if -

, there is

MR, NASMITH: ;Appendig AT is system, [ would have to

translate that down to track miles,
o .
‘MR, MILLER: <You could just allocate i

miles, couldn't you?'§_ '

MR, NASMITH: I should say that the fo

are trying to Work-upfto”s$bmit, if we may, is:

N S . :
solely to earnings or met earnings, but include

context of the Tenth”ﬁepor‘ a property base and

t by track

rmula we
not related
s within the

an earnings

factor on the theory ﬁhat if we reduced prbperty in a taxing'

district or increased property in a taxing district, that

should be reflected iﬁ*the}révenue*cbmputed,fbr
or the credit'given.td it either plus or minus

replacement reVenuesfﬂhrough state aid,

SENATOR DUMONT: You mentioned here th

that district

in the pfopésed

at what you

a;eAlooking for in relief in Class II tax is a cut to about

50 per cent of Where‘ii is today, which would require $7.3°
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';.MIlllon Of replacement money “to munlclpalltles.- ‘Supposeé '
o that th1s were done on Class II tax - and suppose at the same o

tlme that the state decided to-eliminate the contract foru’“

serv1ces money in order to have funds to ‘make up the replacement

,to.the mun1c1pa11t1es. What would the reactlon of the rallroads
' »be to that type- of actlon and could you contlnue to malntaln
_passenger serv1ce if you Just got a tax reductlon at the

same time that the contract-serv1ces money'twas ellmlnated7

MR. NASMITH: I thlnk the ultlmate answer Would be

that we could not contlnue to malntaln passenger serv1ce,

FV-SENATOR‘DUMONT; So that the tax reductlon is only

. part’of.it, You still feel that the'rallroads,would require -

money from the state on a contract basis if passenger service

»is’to be maintained.
MR, NASMITH: Yes, sir.
SENATOR DUMONT: Do you know whether or not New York
State had any municipalities that are qnite in thehsame
situation as municipalities;in Hudson Countytwhen they granted-
grants-in-aid of half the amountvby which their revenues were

decreased or don't they have the same type of ‘tax that we

do « Class II?.

MR, NASMITH: T would assume that it was roughly
comparable to Class II, To answer your questionhspecificallyj

I believe that Buffalo - I can't remember the county in

'Which‘Buffalo is‘locatedz——:

' SENATOR DUMONT: - Erie, isn't it? Erie County.

MR, NASMITH: I believe they have terminal properties”

- comparable roughly toithose on the Hudson RiVer, theirstbeing :
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both inland and on. the Great

some tax reduction, As a ma

present time they are making
that;they had to absorb,

SENATOR DUMONT: Di

State, do you know, prdvide‘
- the dollar reﬁlacementﬂon:a

it each year? .

MR, NASMITH: No s

‘but with the 1ntent10n whlch has been achieved‘

\
vmluhgnreduction 1n the totaﬂ

act was roughly. $45 OOOWOOO
achleved over a three-year p

‘has. now run out and the act

for fifty cents,

Lakes
tter of fact9 I_beli

some complaint aboll
‘ . |

and that th%y absorbed |
eve at the w?~

t the ambuntt‘

d this: leglslatlon 1n New York

It
i

ir

tax blll whlch at 1
_But this~reductionu
eriod and the three-y

1snnow effective on

ake it,

' basis. i

SENATOR DUMONT‘

Th
forty five to thirty mlllion dollars in 1ncrement

million dollars a year,¢ 1s" that approxlmately r1
million the flrstvyear,ithen.ten
|

Yes¢

and then fiftee
MR, VNASMITH There-was a»gentlema

»New York Central Rallroad here Who is familiar w1
i

- he w1ll correct: me if Iiam'wrong, I am sure,
 SENATOR DUMONT: - Is he here?

MR, BASSINGER:

| the relief wasdésigned tOfbe $15 million when the

effective and‘in order“ﬁo lessen the immediate ef

became effective in three steps of roughly $5 mll

year,. $10 mllllon the second and $15 milllon the

This is substantially ¢

on %‘

permanent basis or did it decrease

it was on a permanent basis

of providingﬂa $15
he time of the
waS»to be -

rear period: -

a permanent

en it was to cut them'from

s of five
ight? Five
n.

n from the

th thls and -

orrect, that K

law‘BeCameffully
fect of it, it |
liongthe‘firSt

third.




>

_SENATOR DUMONT : Would you 1dent1fy yourself, sir7

’f‘ MR, BASSINGER D, P Bass1nger,vGenera1 Property o

'rTax Manager New York Central Rallroad

SENATOR DUMONT Do you. know whether some of these,

’f.h“mun1c1pa11t1es 1n New York State were ln the same s1tuatlon

"}as those 1n Hudson County that you heard testlfy today?

MR BASSINGER As Mr, Nasmlth sald I thlnk that

'-Buffalo probably is the most nearly comparable, 1 thlnk
_{"however that there were noocommunltles in New York State that”
,had such a heavy concentratlon of rallroad property as the

‘tHudson County communltles that have been mentloned here today°

SENATOR DUMONT And they recelved one~ha1f of thelr

'h replacement and then had to look for other 1ocal sources of

‘ff"reVenue to make up the dlfference?

MR BASSINGER That is correct

SENATOR DUMONT Are they back at the Leglslature

- now trylng to get the other half?

MR BASSINGER° Well they are. very unhappy w1th the

. addltlonal tax burden that they feel they have had to beara

SENATOR DUMONT°' But they are 11v1ng Wlth 1t ise
that correct? | '

| MR BASSINGER Most communltles are 11v1ng with 1t

bfw1thout the unhapplness that ‘you. mlght expect there to be, but
I have to admlt that Buffalo has made a llttle more n01se recently

ﬁ_.than other communltles probably because.they are more heav1ly

affected than most communltleso“:} PR _ ‘ , v
SENATOR DUMONT°' The Senate MaJorlty Leader is from

there too, isn't he?
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|
MR, BASSINGER Thdtfs rlght but T don' t thlnk

that any’ s1gn1f1cance can ﬂe attrlbuted to that s1nce he

1

seems to be falrly satlsfle@ with the equlty of the rallroad

- tax rellef 1eg1slatlon thatlwas enacted o } o
| N '.v‘ .
SENATOR DUMONT° Tpank you very much &ir,

Are there any further questlons of Mra Nasmith?h |
_ B A _ -

|

MR KERNEY°- Do I pnderstand Mr, Nasmlth that you

Mr, Kerney,

suggested thls Comm1ss1on Should recommend to the Leglslature

for enactment by Aprll 10 of thls year the ellmlnatlon.of the

_ Class 1 and Class III taxes?

| o
vMR, NASMITH ‘Yes ls1r if poss1ble,

MR, KERNEY Well I can't speak for the Leglslature
.

any of our recommendatlons qulte

L

but they have never. enacted
‘that speedlly. ' % "j

MR MILLER° On the same p01nt Mr Chalrman; the
~rstatute does say the 11en takes effect as of the first day-

of the year on whlch the tak is payable whlch wouldhbe‘
aIJanuary 1, 1964 | 'Jt;" 1f: ' | . -
 SENATOR DUMONT°h Theredls no doubt but thatdthis
»fblll would involve a frscal‘notee : .
D MR MILLER : No doubt.'

SENATOR DUMONT Any further questlons of Mr,

:Nasmith? [No response ] T#ank you very much,

1 |

[The Appendlces referred'tcvby Mr. Nasmith
can be found beglnnlng on page 183 of this
transcrlpt 1 A
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Nt

‘f.please,j'

SENATOR DUMONT° I Will3oall,Commissioner¢Palmerz

-l

Commlss10ner do you have copies. of a wrltten statement:

| ‘O,r: anything there? N |
DWIGHT R. G. PALMER: T have copies of
Tia:ptgsentation_mhichclawill”beadelighteduto leavethth_you

’n?but I?m'afraid it's not, very much;of‘a contribution to

“fyour problem. Nevertheless, factually there s a lot of
”‘fh‘materlal here but I'm not g01ng to burden you w1th ‘reading

"»];itg But I do have coples,‘

I Wanted to comment on some of the approaches that haVe,

vvbeen made by the publlc carrlers recently in connectlon w1th

k

:hthelr needs, but I apprec1ate that you. gentlemen are.engaged -
’rprlmarlly 1n the tax 81tuatlon. Along w1th the request of
,jthe carrlers plurally comes a. suggestlon that the subSldles o
Ah*;be trlpled over what they are at the present tlme At the

_g-present tlme they are approxlmately SlX mllllon dOIlars,é - .

Nelther a cancellatlon of all taxes nor a trlpllng of the"

B ’btsubs1dy Would solve the rallroad problem. ~Theibroad;horlzonah
| ls;the.benefltgaccru;ng to thegState;by~aroontinuity‘ofl_
~ service, the-development-of itslindustry;.taking'care of -
'u.lts peOple, and the subs1dy program we have had . operatlng
ffor two or three years has Just been a mere palllatlve

“frlt has been formallzed on a. per mlle basis so that the .
. icarrler that supplles the greatest amount. of serVLce

- recelves the greatest return.

In. the case of the Lackawanna Rallroad the return_,\.

‘nrepresents about 65 per cent of;thelr,passenger_losses,in'
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:f;countles here in Newaersey than probably any

In-the caSe df the‘GentralfRailroa
: | ‘ |
. New Jersey, it only reprasents some place betv

.the State»
and. 28 per cent nlthe case of the Pennsylvc
it represents more of a &ercentage than the Ge
‘vbut we have that carrier

v'lts'condltlonvof dlstress

w1th other opportunlt
is not comparable’ b}
_to that of either*thegLackawanna or’the Centﬂe

uThefraierads?oyersthe years, and long befc

- the - plcture, ‘have complalned about the taxes

vls the hlghest-taxer|1n the country; we-must

“we have a’ greater concentratlon ? ‘as the gent]

the New York Central c1ted

of rallroad serv1c

- in the country, and the occupancy of the propc

’;land is pretty domlnant lP _the communlty° rAnd

'munltles - for 1nstance the Town of weehawkln

©its rallroad taxes up to somethlng 11ke 4 oér

h;of its total budget,‘and eadh year in . recent

fthe Lackawanna not belng able to pay 1ts taxes
ﬂSusquehanna, and - the risk of the Central not p
we have been brought 1ntolthe plcture w1th am

the Mayors of the- several
. \

‘COmmunltles concerne
'hav1ng money for thelr budgets, and we have me

Treasurer and other members of the: admlnlstrat

it has ended- up by very frequently the Rail. D1

d of T

reen 25 7Y

nia'Railroad.
ntral Railroad

1eS'SO-that}

7 .any ‘means

lfRailroada
»re'I’was in;
|and New Jersey
realiéevthat
emanifrom
es:in our
other place
rtion of the

| thosetcom;.

- deperids tpon
'cent;"i'betieve,
years;'mith

, and the
aying theirs,
eetingioffd
d about not

t w1th the‘
iom, and,;

vis1on’8‘°

‘swapplng checks along about December lst, of thelr subs1dy

'check Wlth a’ check from the rallroads of the e

amount  to pay agalnst thelr taxes
B 'f
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chnatructiye or‘satisfactory‘long-range policy-to-bedﬂw
}fouraued.' | | A ' |
- fThis,last year the Lackawanna'Railroad's taxes were.
’:.foﬁr- and a ha.lf millio.n;dolla,rsﬂ They only had two and
~a half . mllllon to pay; they didn't have the cash 1n the
ﬁtlll The net result ‘was that in my several conversatlons

: w1th Mr- Whlte who was the Chlef Executlve»Offlcer I had

'?what I felt was his assurance that this money would be

fovfully forthcomlng by the first Week in: Aprll in pieces

of probably half a mllllon dollars each month.,

T Was called before. the Mayor s Commlttee and ‘the

.»,Treasurer*s Office and they were all concerned --I think

:Hoboken 1tself was to ‘be. the re01p1ent of'about»nlne hundred
'.and elghty thousand dollars and they dldn't know what they
'lawere,golng_to do. l commltted myself, Although I had no
,commitment from the railroads, I committed myself because
hvof my feellng of assurance that I had that we" would dellver
"flthls money by the. flrst week of: Aprll in total They all
lnwent hack happy° We had. the tax people there and the |
yTreasurer, and so forth and so on.
Now, the whole approach to the rallroad s1tuatlon whlch
’jcomes.lnto the-plcture with these mergers tnat are'under‘

B dlSCUSSlon, and so forth, must be for the State to have

. concern with the 1nclu81on of all of these carrlers that

we are dependent upon in this over-all merger plcture, not
just fOr-the-Pennsylvania_orjthe.NeW;York.Central alone, but
~to insure that the Erie-Lackawanna become engaged in the

‘Norfolk and Western, the.Nickel‘Plate and the Wabash
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..comblnatlon “that. the Cen
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«

"]that's the. experlence we - have had

hyt'é

‘l

»iandwninetyeeight;;forfthe«Efie—lackawannaaitfsrfour;and
vfaghalmeillionsrforgtheJSusquehannavit‘Sva hundred:and
.;twenty-five“thousand Now, 1f you glve back the taxes_y

";lt still. doesn't solve the questlon, and I do not belleve

5t,that thls .thing- ought to be- handled plecemeal —-at least .

. !,F

L have here a report of the condltlon of each one of.

';the carrlers.--what they are up agalnst what thelr pro-gw
sggposals are, and there are. a number of - charts attached ‘to .
'7fth1s whlch I w1sh to leave w1th you,' But in- the over~all
v,igust to handle taxes alone lsn't the answer and w1ll not
'"asolve the carrler 81tuat10n. And if T have a bleedlng
}',flnger and one Band-Ald on 1t to put three Band~A1ds is -
»hvnotdthe.answer,, I-havengot-to~flnduout'what the.cause~ls;.

*_and»I 8ay,: therefore, that although we. appreclate very much'

consolldated rallroads' effort to. trlple their subs1dy

’bil donft thlnk 1t's the answera,

L have here a report of 1962 recommendlng how much money'

' ﬁought to be spent; and made avallable for new equlpment and o
'ufor refurblshlng the statlonsy and so forth,fand lt's all |
spelled out 1n detail, but that gentlemen y lSjﬁb,Qut; my

o p01nt of view, .

I'll be. glad to- answer any questlons lf . can,‘f

SENATOR DUMONT° Are there any questlons of: Commlssloner

‘_‘,“_’Palmer? ot o

"QASSEMBLXMANVTANZMAN?: ;What,do.yqurthink,isftheisolution;

. Commissioner? 'You say that a piecemeal solution is not the

‘fsdlutiqnm.
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mflve mllllon

s that are’

s”transit‘

llzed and

aded very

1ted-some-*
the

h- hlm atvthe 1

n. to Wash:.ngton9
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'7 year for the late Presldent Kennedy a complete report on"

LhOWfto,handle:the‘translt
-"situation"'Mr° PefryiShoe

_close to bltlng the’ dust

~ state Commerce Commlss1on

;He‘alreadyfhad,one;ofzf;f
“3to=the7Goyefnor"andmtalke
Tgo down to Washlngton wit
of the Interstate Commerc
“Tour@vlslt,;Mr.;Shoemaker”
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com.plexe In the mld
maker . who was beglnn
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teen. - He»was.turned

d to. me about it and
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e Commission and as a.

s andlminé,JweVWere\a

dle of that
;ng to. get
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for a loan of flve mllllon dollarse‘u
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resultwof %
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’,tWOﬂmillion:dollarsawithwmoreoor»less:assurances“— and
fycuacan.putﬂquotatidn:marks around. that gathatwif;New_fgﬁ
"Jersey“Camewalonglwith»itsﬂAldine'Plan-andusome?assistance

;:for ‘the- Central Rallroad ‘they might come up. Wlth guaranteelng

'3[;the balance of the flve mllllon, or - three million, ;At,the

>.t1me“I:Was~there ‘I dlrected my: remarks partlcularly to

‘-the then Pres1dent Kennedy’s own app01ntee from: Massachusetts,
»'Z901nt1ngsoutwthatuslnce;Mr,“D;lworthuwasvplannlngxthls:great
program, ahd=it Wasaexpeetedfto,be-a great aecqmplishment
hsby50cteber-ofithis:year;;in»the,ewent that-the«administration
V:Qr;the ICG‘allowedwthe;Laqkawanna and)the¢CentraLaRailroad
vQtoﬂgohdown”the;draingin;the,interim.ituwould;throWQSquuch

n‘ﬁaShQS on.the slideppfsaccomplishment that itiwouldlbeba{dud

'*uywhen;the{plan.came@uandyhe-was.very much»impreSsed~with that.

.- He- had .only been on the board a short time, so he was not

orlented to the prohlbltlons, ~Mr, Bush onevof the'Comm.

vamlss1oners, speke up and- saLd, ”Well Mr. Palmer, we: agree

~with. your p01nt of view, ~and 'so. forth and so:on, but you
‘know we have. certaln restrlctlons on-us by: Congress,ﬂ and
hl;saldv "Well I've lived an eXLstence always where I had
;festrict;onsQqn;meﬁanngtstlll_have,ubgt;when:;gbecomet;J
convinced of something that I'm satisfied is worth while
-Iqthehxgoatp;m&;chiefaandvtellvhimtwhat.the.conditions-are,"
and.I.said,_”Ihthinkﬂit's‘yputgentlemenfs obligatisn.tofgo
.:togthesPreSid%nt*ifing¢essafy??; And so we left and sub-
tsequentlykwe,got,the-two~million;dollars.and“Mr,{Shoemaker

7ha$nft given up hope of getting the balance.
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‘ Soithisvwholeasitwation:getsgintoua-nationa

and a]composition.inﬂour‘&tate~of=a-consolidat
. |

movement.  of people aﬂdﬁof

:shank‘s.mare;‘iftyoufWill'
vandwitfsbvitally"imp@rtant‘thattlt;beulOOked‘a

all‘and,that'we‘not just‘do:a,cafpenter’s job@

‘architect‘s“job, !
. That's whatever egperie
point of view. |

- MR. KERNEY: -We have t

‘reference to the tax prob]

-\they‘depend‘upon,thewstate

Of ' course,
of the rest of:theseipfobl
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idniofuthe
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‘to the railroads' prayer or to the state's responsibility,
_Itfs;a_brpader,questioﬁ.and»if yog.fofgéve them all the
vtaxes:or-half,of,the.taxes, it?s-still,just,a”palliatiVe,
_5 NoW,,as to what to do about taxes_in.the overeall,fl
have beén_out of the sphere of.finangial responsibility :
for some years and I wouldn't presumg_to'suggest.to,you
gentlemen.who afe conversant with.thése situations as to
ﬁhat should be the stepsjvbut I‘just do;poinf_ou;_;hat:»:‘
don't think»déaling.wiﬁhﬂthe railroad tax alone you are going
:_fo get to first base. | | |
~ASSEMBLYMAN3TANZMAN? _ Commissionerz this:$125,000$000 in
'new-equipment,1conversion, etc. - how isvthis_éoingvto help
solve the problem? o . |
COMMISSIONER PAIMER: Well, I would say this, that in
_the:first,place-ali of the eduipment.is‘thirty years. older;
vwfqrwinstancep,_the-ferriesHare'félling,down at the present
;,time and I forget - I have the names Qf;thé individuél ferries
,but>there were 83 plates out of1126:on_qne ferry that have
‘*gOHe squr,_so.thaf if the railroads were-to;continue as is,
the.Central.RaiLrQQd and fhe Lackawanna_wquld.have to
invest in hewfferries;gand-fefries‘are 6utﬁof“70gue,;to
begin with, at least in.thg_mgtropoiifan areas. In
additi@n.to,thafi;pgople‘don*t Want:tOfride in.cars~that
are late and are,quﬁ of condition. and are bumpy and:dirty,
and.so f§rth,,.Thg Pennsylvania Railroad have been buying
a number of new cars, air ¢onditipned cars, and havé,been
boqgting»things immeasurably and have: set aside six million
dollars_ﬁqr,cléaning uputheir~stations and painting the
benches, etc,, but they have other sources of income.,
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T Thes'e'—ofﬁef-~ railroads ‘have none "afc‘-:fa‘;;l_-.ahd they have

DR R TR T )
’"vallowed thelr statlons~tofdecayESO»there ls~no appeal to:ff
;the customers to get back on the carrlers except 1n tlmes

. of straln,:so that allﬁthls capltal construct%on would put

‘-fthem~1n'cond1t10n.where~they would be modernlzed,mlf_youy,§”'t

‘:fw111 and then the queétion 1s, Wlll the public-patrbnizegf:i;ﬁ*iw

"tfthem

vilpOlnt because in’ some of ‘the - testlmony thls mornlng the

"f,p01nt was made that no maLter what you do you wouldn't
e s ! o
Jifboost or- 1f you dld boost the number of passengerstyou;flx
’hftwouldnft solve the proble of the revenuesapfﬁow}EthiSJ“iﬁ;”

V.tls Ln contradlctlon of what your p01nt J.,s..:i'f”1

o COMMISSIONER PAIMER° -b‘eg your, par don,i" R

ffthat suff1c1ent customers Wlll come back toﬁbpmpensate for
f

ASSEMBLYMAN TANZMANf'f I was trylng to leai uP to that "ﬂ S PR

fall of thls but I am saylng that you can“t get the customers;9»_i

i o
'i:ito come back at all lf you_can‘t malntaln safe serv1ce w1th -
| e

7’f’fthe present equlpment and fac111tles that we have, and

‘tfithese roads, 1f they do nf

;~are golng to go lnto bankruptcy’e'one of them 1mmed1ately

_pand the other ‘one’ the ‘day/ after tomOerW,l=f~w4

_ NOWv We have no assura'ce that the publlc W1Ilf¢©ﬁé;pfff
esback to the publlc carrlers, for J.n,stan.c:.,e.7 therefhaVé;kurj
.gTbeen dlscusslons as 10 whether 1t wouldn't be dééifébiefﬁfpfi“
'_torhave armenorall ' Well we all are pretty famlllar

:'~ﬂw1th that - that the monofall would probably cost flve

b“uh‘;or six hundred mllllon toFLnstall it wouldwlnmedlately

vaash down the draln 1he securltles of the lnsurance R

t have thls klnd of‘ass1stance,f‘ 1_j:pi’”'




[

fspeculatlon all the way through It’s an. element of s

',companles, the banks and the 1nst1tutlons, and so- forth

’?that have those securltles now, and furthermore they only

’

v:;: ;go about 40 mlles an. hour and 1f they go any faster they
fnturn mllk 1nto cream or butter, so that lt wouldn't get
13any place and they have no provls1on for turn»arounds.

- So that 1sn't the answer., And the questlon 1s, do we Stlll
vj'want to keep the rallroads7 Are the rallroads necessary?
ALiIn the. State nghway Department SlX mllllon dollars represents'
g:one mile of an: 1nterstate hlghway in our State, so’ we - look
‘f{upon the rallroads as. great allles There are 256 passenger
’;trlps a day 1n our State and 1f those passenger trlps were

lhto be dumped on the hlghways 1t would mean we nelther

.7have the money nor- the tlme nor the area to. take care. of
’tthem So even though we: are not saylng that thls lS the -
h<answer to prayer, 1t 1s the nearest answer to malntalnlng
fkthe arterles whlch the State has to declde Whether lt wants .

"ithem or not

1 am. not talklng about employment alone, I am. talklng

':about 1ndustr1es on. the Central Rallroad There are
»fsomethlng llke 120 000 employees ln plants that are along
g;the Central Rallroad They all have Central Rallroad _

;serv1ce not Just passenger serv1ce but frelght service.

fIf we' close down lt goes back We talk about the com- |
"muters, 1t's qulte true that the commuters mlght move- 1nto
lf_New York w1th thelr Jobs. If they do, we Wlll have mortgages
'yforeclosed we - w1ll ‘have little buslnesses fold up, and

- property values go down So thls lS not an. element of
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fnecess:.tyta

Now, whether in. the end the State or some other

'agency is. g01ng to have to malntaln the carrlers 1n thelr {

‘state or 1n the country is

a questlon for some

~all-dec131on to befmade, but my. p01nt agaln lS

e can't be with these 1nd1v1dual agenc1es.

that 1t

Therefore wlth’ v

yall ‘the slncerlty that you gentlemen have 1n the tax |

{s1tuat10n the tax s1tuat10n 1s not- the sole answer to‘*'

S
'the rallroad s1tuatlon,v I
o . [,

t won‘t get to flrst

fw111 be. only one blte of the. cherry.v;"

SENATOR DUMONT,,

I

MR, DAVIS .

Commlss1oner how soon. . 1s the

.Mr DaVLs?

” ‘\

-mlsSlon supposed to come up w1th an answer?

COMMISSIONER PAEMER°

'ber Dav1s, on. the 25th of

|

,lemploylngvoruhave,employed an Executlve Secretaryé or'whatej

reVer?they'See'fit.tovterm

thls month and they

;Thelr approach to thews1tuatlon - I expect to &

v.lalready deluged you w1th s

‘ ,to the facts - T expect to

ome of my. words trylng

spend a couple of dc

aat least and supply them w1th ‘a great deal of n

- 'and they ve. got to brlng lnto.the plcture’where

;petltlon may be with. hlghways,:

- gftlme~you.bu;ld-afhlghway,

‘the railrbad ‘

‘~were dellghted to do 1t

‘fbecause we couldn*t catch

"relleve the congestlon mat

i
i

14C

Some people sa5

you re. taklng bus1ne=

'Well,hhur'contrlbutlon of the §1
'7fdollars came out of the nghway‘budget~orlg1na]

mwe couldn't get 1t ar

erlally by dOLng that

Vo

Troast_domé)

They are meetlng Wlihius,

are

hlm to dlscuss the matter

N

wterlal

the comw

X mllllon ‘

1y other way

up w1th the parade, so we . dld o

but how |

other over-1

base.'TItlli'

,pend hav1ng'
to get downfi

tys w1th themgj

& that every

S away from _

ly, and we,7




[

édeffectlve the. commutlng w1ll be will depend upon how

i‘-“r.amp:l.dly they- can move and what their. horlzon w1ll be,

'"}but I thlnk 1t’s got to be a very broad horlzon, and I
/would suggest, 1f you' see. fit to recommend to them, 1nstead
_of talklng about hlghways f1rst or: talklng about alrplanes,
”that they focus upon the rall.s1tuatlon because that~1s,the ‘;

,thlng that is nearest g01ng down. the draln.'

| As far as hlghways are concerned we are gettlng 90 per

‘cent of the 1nterstate money from the federal government
50 per cent‘from the other-roads, so that we are not;devotdf
' of money. But these railroads haven't enough to buy a sand-

‘wich, some of them.

~ SENATOR DUMONT: Mr. Walker?

‘MR, WALKER: Commissioner, I have had trouble with the

‘happroach‘you.take oI récognizetthat it is'auproblem that

‘ '1s dlfflcult but 1f we follow your suggestlon and do-

nothlng about taxes,\lt amounts to saylng, "Why glve the
1nd1v1dual oxygen? AHe s g01ng to dle anyway " Now doesn*t

oxygen help sometlmes to hold. the fellow together untll the

',doctor can find. what 's. to be. done about hlm?

Mayor Taber tells us that he saw a woodcut, or he has a

‘woodcut, of the nlneteenth century where they ‘were worklng
;on the-rallroad‘problem rand~Ivknow that they-ve been .‘
worklng on it for years and the attltude seems to be - and
_vI'm sure you re not a member - of thls group n,that we'll
‘take care of 1t soon 1f ‘the rallroads are around to have lt'

1taken care of

141



COMMISSIONER PAIMER: Well, sir, since you brought

. Mayor Taber andnhie WQodeut into the picture,vlemight,séy‘

‘that' as far as the oxygen tent is concermed, it's allfright :

’if'you,don?t light’a‘cigarette'While you‘re-iﬁ,it° That'

been. done. reeently9 t@ the detriment of the occupant. ,Ifém
_n©t~saylng andutheregis-ne»polnt»atvall 1n~say1ng,that.y04'
-sh@uldn?t do anything'or;y@w-should‘do anything, but I am .
.saylng to-you that there ls no- polnt in kidding- ourselves ;
-using the- language of the nghway Department,. lfeyou'wlll‘=

-that the: relief of taxes';s.the answer_to.prayer at all,

- and elsolthe-reeipiemts as-Iehave'listed'herez ould befthat‘

‘the Pennsylvania Railroad would get $5,300,000, the Jersey .
- Central would get $3,000,000, the EriemLackawehnavauld‘get
four and a half, .and.ihe'§usquehanﬁa would get|a hundred-and
.tweﬁty=fiveo When. y@u ferglve thlngs you usuaLly4have;ébmev
-sense of. prop@rtlen as to What itts g01ng to aecompiiSh,‘
‘and.thatfszthe QQeetloan;th:those dlfferentlalsebf what
:the'reeipients willaget'aitfe conceivable from what I have
read - here. that the. reclplent of ' the greatest am@unt
,alth@ugh it needs it very much _is. the one least likely;tb '
go. d@wn the . dralmo And so.why~doVy@uufOrgiye'taxesg:fer |

:.iwhat purpose?

MR. WALKER: ;1G@mmissidner, as I uﬁderstood,your figufes,-

,the'helplﬂhfehlis given~tdrthe‘feilroéds-in-New-Jersey under

[

»the pr@gram in- your department amounted to’ 65 per cent of
“the passenger less @f the DL&W Rallroad ﬁow, if We
were to torglve the taxes;for the DL & W Railroad,,might

it not improve the 65 per cent to 70 or 80 per| cent of its.
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.‘_j,them back to llfe CoThe x_;'b S :;'rh“f _ yu

.‘~passenger loss? . _ _ A |
COMMISSIONER PALMER, oI wou1d~say;this:jfTheirfloss\w
fﬁaVeragedfabout I thlnk 1t'WaS'~’Idoantt'tellwyonﬂexaetlYG
h'I have lt in here but the Erle—Lackawanna would be one .
frallroad but w1th ‘the Central Rallroad 1t wouldn't brlng
|

"MR»-WALKER°‘- I know, but the Lackawanna Rallroad says_
H'ﬁapparently the D L & W‘does more for lts passengerstor f-'
-m'icommuters in ‘the State of New Jersey than any other rallroad
| COMMISSIONER PAIMER: | That is correct | \

MR, WALKER° f So 1f there 1s a publlc need for passenger

‘_f;or commuter ; shallI say "serv1ce"-— then the D»L &-W*ls

d;furnlshlng the . most service of any of the rallroads ln.theb
It:State and even lf we: only saved that wouldn*t it be a:f“
j"contrlbutlon ‘in. the publlc 1nterest7 ’ _
COMMISSIONER PAEMER : I would say thls slr that you
E can*t plck out one carrler and conslder lt a publlc serv1ce ‘
‘7ftovthe.communlty,r In any . procedure that is followed here,;v
‘the need has got to be - cons1dered and when you take money
}}out of your pocket and lay 1t on . the. table for some ~one SO

vlpartlcular company, you can't 1gnore the s1tuatlon of the,

".;othersa

we are 1nterested ln total 1n the rallroad fabrlc state
’fand whlle we " realize that our maln obJectlve flrst is. to -
’”keepvpeopleffrom golng;lnto.bankruptey,'the'flrst;step,nvf;.”

‘Jif:you“Will;:infpiokingﬁout theﬂrailroads*would,be:the=

"h*lcentralﬁRailroadfof~New{Jerseinhioh:iS;the‘wors€ off.
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";"but I do not bellevei Mr Walker that to for

:'vgtalklng about the needs of the Central Raler‘

r

I

|
A
R

|

l

J,

(The Lackawanna would be Notyz, and the Susqueﬁanna,wQ@ld ['"

_fbe No@‘S, and then we would step into the othir:carrierS:*:h

ive}the}taxes
'of the Lackawanna Rallroad - although I am vevy;w' | of |
:)Mr Whlte and the work that they ve.doneﬂu"wolyv,
~fanswer from the statﬁre'of your Tax Commltteed

MR WALKERe : _vaas]dlrectlng myself to :e publio}

o l;cl'_- B

llnterest-as‘dlstlnguiShed from the rallroad »You?arer

ltalklng about the needseof the Central Rallroﬁd' 3I‘mrnotf
d; I"m talklng
:‘about the publlc serv1ce to those who us - e th’,commuter
1;serv1ce, | y _ “jlli ,‘ ; _ 7
COMMISSIONER PALME:R;:»:- 5 I:et ':ﬁe“say"‘th-ié'; Mr ,-,Wavi‘kfér‘f'_ |
ffjfthat I have no- lnterestfin ‘the rallroads as p,lvate H
'l;ndustrye_,ljhaye,only an 1nterest in . my v1ew1 s1r whlch
"'ﬁishentirelyftoithe service “to the~State, and~> thlnk I haveﬁrv
_jmadehthat‘plainloyerjavperlod of ‘time and eve currently
’-today, but to. plck out one partlcular carrler and do some- f

Ithlng for hlm and 1gnore the others9 in. my opvnlon 1s not :

":ﬁthe answer@ And~I also;say that to just: forglve the taxes»

'v'git'isfto:the'entire state's economy and the s

v'ln the over»all 1s notvthe answer to the rall oad problem

hfanduth1SFState»faces»up‘not alone to the Lack‘wanna, Whlchﬁl”:f*

.~'Ifdo~80me:commutingnonfoccaSLOnally or dld foﬂ years, but

.ate?s pOlnt__

]of v1ew as to how ltS tax 31tuatlon should be handled 1n

nrespect to the malntenance of serv1ce to the entlreqState
-,pfand not to Just a partlcular part Whlch 1s servedfbyvthejt?

'leLackawanna»‘ é‘
. ; f\‘
i

R

W




>

-

No. one has greater admlratlon for Mr, Whlte who"

';has succeeded to a very onerous respon31b111ty, thanv“

;‘I have. I keep in 1nt1mate touch w1th him and talk to
hhlm a couple of tlmes a week, and I have great sympathy

";Zfor thelr needs but in my personal oplnlon the tax h:

'c551tuatlon 1f it lS g01ng to be tackled from the ratlroad

”hehd,t we - have got to have the raln fall allke on. the Just
L iand the unjust. I am dellghted to have you ask those |

‘questlons though because as a rule I Just have to Slt ‘and

) talk to myself -

‘SENATORfDUMONT: Well, Commissioner,'suppose;—'now,.

" you say, and qu»Shoemaker.indicated the same thing today,
i.that-if]the Jersey Central doesn't get some help soon
;thev'are facing bankruptcy. The Erie-Lackawanna might go |
"alcngfthe same lihes befcre,too long. Even.though tax
;reliefvis}not the sole answer-tO»ité isn't it possibleait
‘bmight be of some help to them in ofde}»tojkeep them going

' rfcrathe‘people of: the State until:such“time.asva_more

- complete answer is found?

COMMISSIONER PAIMER:  Yes, sir, if you could at the

,sameftime look'ahead-and_have some interest on . the part
of the other channels of assistance then it could be
Vpart of a package but to have this be. the end result the

: .answer is no.

;SENATOR;DUMONT: . Mr, Miller, go ahead.

MR. MILLER: Ish*t this true of'subsidies as well?

’t-ITthiﬁknyou made the point at the start.
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o malntaln the seerce |

l i
f' o . . L |
‘ )

COMMISSIONER PALMER ‘5No questlon about 1t - the

' .sub31dy 1s Just a palllatlye, that s all inho der to _

l

MR MILLER~'? But the State nevertheless ha

lrprogram and looks to lncreas1ng 1t for the sa‘ general

purpose apparently that tax relleﬁ mlght»have;

| GOMMTSSTONER PALMERﬁv.It}lOOksoto increasing i

to What extent?' Are you speaklng now of wha

|
"
\
|
have, or what We a

-'solldated rallroads WLsh t
51der1ng? | N 3 ’f , -
- MR, MILLER° ‘ I Would a'sume what thus”faré;s.State;4

pollcy and w1thout re?ard ‘o the proposal to l crease it

COLMISSIONER PALML%" ’-hus far the State

i

been us1ng a yardstlo% on

ollcy has
per~car mlle bas1s

: whlch as’ p01nted out to Mr Walker has’ resulte‘
, |20 B}

_65 per cent of thelr passenger losses -and the‘

o Rallroad ‘about 25 or ’8 per centb ,ThevrequesFNOfitheﬁ"
'D1v1s1on’now for:more money is'not'for’the_puri
g1v1ng more money to the LLckawanna or théfPenf
f_or_some of,the,other carrl‘rs, lt‘s to obtain%
sumttopkeep_thefcentrcl Ra lroad from golng dof;

and‘We:arevsubmitting 1egl latlon whlch w1ll g

f flexibilityhto:the‘RaJl D1v1s1on in its dlstrlbution of.

- funds that Wlll permlt thar VAt the present tJme the .

present leglslatlon glves us no leeway whatsoever;”NWefve

got to do_lt all.on&agper -car- mlle ba81sgﬁ¢The§main7line}

i

at the'moment‘is‘to‘séVejthesCentral Rallnoad‘cf New

i

E Jerseyvand?'as‘Senaton}Dumont'hasﬂpointeddout* the Lackawanna

i
b

vmightlbe’allowed‘afconner;falthOugh'there is Some'0ptlml3mt;

b

b ol
ST
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b

‘a sub51dy

ln;aboutg

Centralﬂ}l

" sufficient

lve some:

of all of them, '

the drain,




hf.bthere Whlch doesn‘t ex1st Wlth the Central Rallroad
A The tax forglveness for the Central Rallroad I do not
"fbelleve would be any more proper than. Mr. Walker s

?questlon 1n respect to the Lackawanna Rallroad and agaln

'f‘p5I say ba81cally that although 1t would be helpful and a

W

'palllatlve, and for any of us to have an extra plece of
H’;change 1n our pocket is a nice thlng,’b,tﬁunless thls .
lh'tapproach has long range con31deratlon as to what 1s to be

’afﬁfldone and 1s part of a program T don't thlnk 1t*s the
nfeganswer » _ - | | ‘ |

: MR MILLER Taklng the present program which pays

‘?Hdion a per-car-mlle ba81s, and lt has been d01ng so. for'

}:I guess four years, has it not7 -'H} | | |
| COMMISSIONER PALMER° About threeo ' »

".MR vMILLERe Do you have any way of matchlng thei':u

‘”h;passenger mlles over the past three years?

© COMMISSIONER PAIMER: Three? Yes.

..MR_.MILLER'-'I Do you have the flgures so that.we couldab

 GOMMISSTONER RALMER~' well 1 could supply ‘them to you.

‘hhvuéreadlly. we have them on tap,vof course. All,the.compenm

r-jpﬁsatlon is predlcated on those.

“;MRI_MILLER; well thls Would be car mlles w1thout
:7fregard.toiuSage but what I am thlnklng about - has the

upassenger mlles decllned or 1ncreased over the past four

o f.vor flve years?

COMMISSIONER PALMER° " They have not increased. |
,,MR. MILLER:'IvIsn‘t there'somehsuggestionfthat;theyﬁ'

'.f.have'declined?'
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* h blg problems the rallroads

N other 1ndustry, the alrpla

--and everythlng else recelv

._(_

COMMISSIONER PALMER°
there may have been a sugg

way of lllustratlon. we h

\v

estlon but I*ll say

ave F-) traln that wen1

:.e,_ B

C from

It 1sn*t a suggestlon, unlessi,

thls by

»_Phllllpsburg to Trenton whlch the Senator 1s lamlllar j

: a
- excuse me fOr‘brln

people on 1t and fourlof t

Wlth
cancelled that one out
SENATOR DUMONT‘ WEll
COMMISSIONER PALMER'
pass llSt wevglve out no
from Camden to Trenton tha
v'lregulated In New York St
tail end of thls I'have a
.Athelr tax rellef on whlch
‘lw1th respect to that »Tny

cerned - they are regulated

Mand the rallroads do not r
) \
have respons1b111t1es in ¢
| .
Wlth thelr respectlve Unlo

Isome automatlon and certal

N a: publlc utlllty 1n the sensea- the publlc utll

's1x or seven or elght per cent they.can move on

| rallroads are Just strlctl

out of the category as I S¢

in any sense

go out of bus1ness ent1rel~

s
|
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“"And they weren't on 1

so far as the carrlex

If they were

glng that up - but I
hem,were:freeloaders

they weren*t on myjl

passeso There Were

ate -»and by the way

answerslsome’of‘your

ecelve anya The ral]
onnectlon Wlth thelr
ns and Wlth the deve]

N lmprovements,

y up agalnst 1t and t
e 1t of belng a prlv
a prlvate 1ndustry

J;‘ No one who 1s 1n

» had seven

,vand'so~we

)ass llSto

tsgot,down to 23 pa,ssengerso

have today lS thls,_

Theyj

he nghway
some,tralns

. vfhe_‘
They are o

on. the

formula Wh1Cth¢W-Y°rk approached |

questlons

] are con—

they Were a monopoly, every
ne 1ndustry, the hlghwayrlndustry,

e beneflts from the QoVernment

roads.aISO
commltments
opment of
are not
1t1es get»
; and the
hey are

ate 1ndustry
they would

1ndustry




|

‘1 contlnues to produce a product that is’ not demanded by

”"the customer

MR MILLER. - Well, what 1 was. trylng to do 'was follow

'71_Aup Judge walker s llne Of questlonlng and trylng to see- if

»v]you couldn’t elaborate ‘on why itts more des1rable to: use
‘a subSIdy than tax rellef And lf,thegsubSIdy-has¢not.s
iproduced mare‘passengers,xthen,Ofpcourse”youVarefin;ahout
i:the'sameTShapetas tax:relief,fuhichfisn't;related'tOf
"passenger carrylng elther,.' | “ v |

| COMMISSIONER PALMER : well, sir, I feel thls that the
'IfsubSIdy has kept the rallroads alive =
| MR—-MILLER“I ~So-would"tax rellef :
COMMISSIONER PAIMER: = Now, wait a mlnute. ~w1thfai'?
}jhicommon denomlnator applIed to all the carrlers - and the

jf:tax rellef In itself Would not keep the rallroads allve° -

 And although the ‘total of ours is six million dollars,.ll

'f}don‘t know what you have in: mlnd about tax rellef Whether
'fﬁyou are thlnklng of the whole seventeen and a half mllllon,.
ubut mlnus the two and a half to the State but the. subsldy

fgSItuatlon is approached from. the standeInt of malntalnlng |

V”_.serv1ce and keeplng the rallroads from foldlng up,. and

"pthey have a commltment and a contract - Now, - if we could
-hecut out:theesubsldy,-lt Wlllibe~very;benefi01alﬂto.the'
nhﬁStateinghway»Departmentr-the\Railfpieision,,andrifiyou
f<gentlemen were to forglve the taxes and. then you Were to
contract w1th the rallroads ‘that they Wmuld malntaln .
.serv1ce for a’ gIven perlod of tlme and that you would

":establlsh the schedules and the rates of fares, why  then
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.
you Would,hayelthe sa&e.proposition;lsofyou would_just“;h
‘be substitutiné one‘thing for‘the other, |

1;MR°.MILLER:_A bf oourse5.if.you have“anyyfdea;ofv'V
"subsidy being betternand that it is more-Seleotive.and_‘_‘
..can at;the,same.time be.tied toiSOmevcontinuity_of.servicei-
is that your'point? 1 | | SR

COMMISSIONER PALMEﬁ B Thatls my opiniono-.& am‘not-q ‘
stating that:that*s:affaot,for everybody to accept but—_»wl“

MR, MILLER‘ ' Thétiwas the difference. |

COMMI SSTONER PALMER° That is the differenceoj*
SENATOR DUMONT Of course, aren't they in fthe. final
'analySLs 1n a pOSltlon where they ‘have to use - a lot of this

..subs1dy money Just to . pay thelr taxes?
~GQMMISSIQNER‘PALMEQ: | Well, they did it, sir, in the

last"tWO or three yeags;t,we Justgtraded —31t¢hadfno. -

unlformlty attached to it at all, . As I-sadd before,"the

| Lackawanna pald two and. a half million and. left two million

rhanglng loose and they have this tax of-onewper-centVa._~'
omonth,‘so‘there is plﬁnty,ofinCentfye to‘hurryuupuandfpay,_
This fellow who toothVer.the'SusquehannavRailroad- Mr;_]
Maidman ~was in the same p081tlon? and they were both

golng to be sued; so we injected ourselves in the s1tuatfon
to stop that off, 'so We saved.that.v But thlslwhole situation )
is headlng up lnto a collapse-some place along:the‘line; )
Gradually- they have sdld off allftheir~proberty; the: Central
Rallroad has sold off about tWelve'and afhalf‘mllllon
dollars worth of property and pleces of . equlpment that

were. salable, and thelr oommltments are such to Lehlgh~
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.Nav1gatlon - they have a rental there and. they haveldy*
' lnterest on these loans, and. they have thelr accumulated
Arespons1b111t1es, and thlS water strlke of the. tugs knocked
‘them down for about $65,000 in a_short perlod;offt;meﬂyand .
.they are just_on the ragged line all the time. .And»then
they can't go to.any'bank ‘even the Fidelity*Union"Trust
‘with all their generos1ty, and get any rellef because there
lls nothing to Justlfy it. . " | _ f a |
SENATOR DUMONT : :Commlssioner,:if.we.belieye,vand31
thlnh7most of us dé,lthat we have got to have-railroad |
~passenger serv1ce 1n New Jersey becausd, as you pOlnted
~out so well we just can't afford to bulld the hlghways X
that would be requlredvotherw1se wouldn‘t 1t really'be a”ff
dlsaster lf the Jersey Central for example' whlch ls the |
one that seems to be 1n the poorest shape at the moment
ywere to go down the draln before any - over- all answer were =
_found? ‘_ f | ) | ‘ |
COMMISSIONER PALMER' Yes, sir, In connectlon w1th
the Central Rallroad we . have three mllllon dollars set .
,as1de of nghway money for the Aldene Plan. That-t |
Number l The final requlrement w1ll be three mllllon‘
.one addltlonal for. four grade cros31ngs, three 1n Roselle
v. and one 1n Hllls1de. In order tor accompllsh that we S
have arranged - I thlnk we are arranglng - for a transfer
of two mllllon dollars from another locatlon for grade'
cross1ngs and then when I go before the Budget Comm1351on
to endeavor to obtaln the other mllllon one, the Budget

Gommlttee, plus another mllllon and a half not two
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‘”,3are belng dellvered shortly - w1ll take care of those

o

S R T ’l o » o
f mllllon and a half, as has been stated here some place;
» If my leglslatlon‘that we are presentlng goes through
, then I WOuld be permltted to glve that mllllon and a half |
to the Central Rallroad of N-w Jersey to up thelr 28 per ,
'cent of thelr losses.‘ At the present tlme they get'a“ ”
a mllllon four—forty-seven a- year. Thls would double it up..
o The control of the Central Rallroad - 49 per cent is _
‘”owned by the Phlladelphla and Readlng. The Phlladelphla and
f:Readlng off1c1als and Mr Shoemaker feel that 1n the event |
"the Aldene Plan goes through,,whlch works out w1th the u¥
thudson & Manhattan the Hudson & Manhattan w1ll be of nolif
| serv1ce to thls State and we w1ll be of no serv1ce to them.‘ﬂ
fUnless we synchronlze our efforts, they w1ll plck up;a_

‘{,mllllon and a half beneflt by cuttlng out thelr ferry;"
~hbus1ness on the rlver front and 1f they get the other o
mllllon and a half from;us, then they w1ll stay xllve and 7
thlnk they can flnd thelr way through And that 1s part of '
th1s whole plcture.. 1:l o - - [ T” | j
With all of thls bu81ness of the World Tradeﬂéentér,;:»
the- H & M the Central Rallroad w1ll brlng 1n some-twelve‘”

or flfteen thousand customers to Newark by paSSLng thelr 1"'

old locatlon whlch w1ll tlevup w1th the Tubes, and the cars. e

r_that ?ATH the Hudson &‘Manhattan have purchased -~and they

I
o

o customers.. There 1s no use for the cars unless we get the‘f-“"

f‘Central Rallroad 31tuatlon s lved, and that can be solved by .

-'these two moves and Stlll not confuse the 51tuatLon,ln the -

vover-all w1th the tax s1tuatlon whlch mlght be a separate’

determlnatlon. . ’ﬂ v
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SENAToﬁ*ﬁuMoNT:;‘-Well, it can be solved for how

'_long do you thlnk?

COMMISSIONER PAL'MER° ' Well, accordlng to the
nanagement, they feel that w1th these other steps they

could étay‘alive pOSSlbly golng down gradually agaln

becauae,of the”dlstreSSLng condltlon of thelr equlpment =

that. they“couldrStay alive for one or two years, but that

in order to go on they have to have new- englnes."Youv

‘would be amazed'at the pieces of equ;pment_that~are-inlthe

'ShoPS'that haven‘t been.repaired'andvmaintenance,rand~while

I'M not p01nt1ng out that there is any rlsk or lack of ‘

zsafety 1nvolved from the standelnt of appearance and

.’usefulness the equlpment is in very poor shape° -

SENATOR DUMONT° ~ But you thlnk I gather flnally,

that if We could help to prov1de some kind of reasonable

,tax program here it wouldn*t necessarlly ‘do any: harm-u lt

: would be part. of the over=all answer°'1s that correct7

GOMMISSTONER PALMER° 1t certalnly would not do any

,3harm And 1f you could try it 1n your Judgment and how

to dlscrlmlnate or maybe not to dlscrlmlnate but to do

'bsomethlng w1th the ‘tax 81tuatlon,‘1t certalnly is an

allev1atlon of the 81tuatlon and to that extent lt's con-

'structlve But what the allev1atlon w1ll accompllsh is

'somethlng that ought to ‘be evaluated prlor to. the dlspen81ng

of the funds and some commltment from the carrlers -as to

what we are g01ng to be the - reCLplents of in. return, Just
'.1n the ‘same . category as we: have a contractual relatlon w1th

,them'that they w1ll,malntaln»the;r'servlce'and.they will
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l

.not be-too late 1n arrlva

Ialso that thelr fares wil
}
fact7 outs1de of a few of

-serv10e has not gone|down

.mlleage and unemployment

1 be maintainedi; As

=xisted.priorﬁto the.

Ithere has been I could almost say . practlcally

‘81nce we have had thls sy
palllatlve and 1t*s not t
SENATOR DUMONT°

. \
aand a half mllllon 1ncrea

-Di

vthe Approprlatlons Commlt
B COMMISSIONER PALMER

SENATOR DUMONT° CIn

COMMISSIONER PALMER:

stem 1n vogue.a

he answer

q

tee? o

Yesa;,

:Yes;: If I get a

. for- the grade cr0831ngs and a mllllon and a ha

'other - we can llve througl

I

SENATOR DUMONT:

|

-1nformatlon about how the

COMMISSIONER PALMER:I

is wrltten out, and I w1l
.i'=SENATOR;DUMONT;

possibilitieszand‘efﬂects

' vabout?

COMMISSIONER PALMERE

I.Y(

V&

l leave these coples

_but,IFdwbeydel;ghtedé- 1 was. ln on- a dlscuss1o

';thisvmorningaf~I'havev

‘vaennsylvanla Rallroad,

‘personally I belleve that

talked Wlth Mr.

and

15

Saunders

the_other-officials‘

‘these extreme situat

But ;

>ujmentioned:that,youf

I have lt attache

‘.-Well'LI did touch

mergers are the only

159;;Wé_¢he¢k up'on}those,:Iand'A

1ons, the

and, while a very substantial l‘,f

taking_overz
none lost

tﬂsvonly a

i you say you: were asking,ﬁorlone

se. rather than two and‘a_hali.from

the;contraot forfservicenmoney?,

million. one

1 it at th;svperlodfofjtime;ll'

have some

NewaorkhstatutefWOrks,ww

d_here._vIt4

witheyou, .

1at! s,your‘oplnlon‘about“the,f)m_f

of these_mergers that We;hear_"f

on’ that

,Of;the .
and

answer to

1f for the

a matter oﬁg -

)

naon.thaf':.I,"




*

: thlS over-all s1tuatlon._’But to mergefor one or two
- carriers. w1thout giving cons1deratlon to the other. ..
1vcarr1ers of'the;State I thlnk Would be a detrlment for,: the

"State to approve of. I th:Lnk9 as I mentloned before, that

the Erie-Lackawanna should be brought 1ntonthe~p1cture

'7with;the«Wabash;.andpthe,Norfolk‘andzwesterngand:theﬁNiekel

Plate; 'The Pennsylvania OWnSs 99 per,cent‘of the»stoek»of
the: Wabash Railroad; they own 46 per cent of the Norfolk

and Western they own the Lehigh Valley, of course, and

:the'Phlladelphla and-Readlng,:ashI said beforeg,have»49

per cent~ofvthe-CentralvRailroad, so_that'with‘allhthis§a

IWhatiwe’ve got to loOk’0dt3for in. the.merger'situation is
.that the so- -called strong, blgger people do npt go ahead
v;and get approval of thelr mergers and then. plck up ten cents

:on the dollar the struggllng rallroads and leave ~our economy

in a pos1tlon where we Would ‘be Wholly dependent upon - some :

~one orvtwolca‘rrlerso

 What we hope to'seevor;donis to maintain“the fabric

that we have at the preSent time;to‘the’extent"that»itfis

-serviceable and alSO-to get the same amount'of'freight and
'.the same amount of passengers comlng ‘through and not have
the frelght cut off and go- through Phlladelphla or: Baltlmare

or Boston, and also that the»State malntaln,Lts‘employment,

- So, as far as mergers are concerned, my personal view

~ is that it would be a helpful thing, but in doing so,

' before we approve them, we should have a commitment.
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Now the Erle-Lackawanna Rallroad have Whatula>;r
_fmlght call a gentlemen s agreement They~have.an agree-
t;ment from;Norfolk~and~western,when Mr@tSaunderéfWasdchair;
‘tman:ofiit,that theyﬂmouldlhaye an affiliation'orfsome:kiﬁdl'
*:bf anxunderStanding mhichfpersuaded thé-ﬁriefLackamahhaWto”
7=feelathatfthe&‘werefgoing.to-be inVited to*thefbigipartyyl‘
mWhentthe time_came; 5But it is not a commltment lfhaVe‘:
ueeen a <,":01:3‘y‘ofiit-9 andfwhen you. get down to so- called blg

- : _ : b
jbusiness“and,these-merger 81tuatlons, and so iorth

!

,documents of that klnd do *t hold much Watero The questlon
‘-ls, therefore or-the problem 1s to get a commltment that

.these»people-wlll.hefincluded in these respectlve_thlngSu_f'vf

-~ rather than livingaonlaﬁpromlse Whlch llke the,pie“eruét,

:'ié:easily.broken,- .T'
MR, KERNEY:  Your prime purpose, of course, is the
.nmalntenance of tranSportatidn’Within thefSﬁdte”}whereaSc'

f we are. under a. spec1flc dlrective~hav1ng*to=dc with the

- |
Y

rellef of 1nequ1tles 1n the rallroads ln the tax 31tuatlon,
~and we aPE,;Ijthlnkg;llMlted although as CLtizens we may
1be_intereeted}in;thegmaintenance-of the ra;lroadsvand&thev~
iimproVement:of“theirgserviee;:fweqarefapeCifieallyulimitedf

“hfb§5the directivveeThave~Erom thewLegislatdre dealingfwith~?

:'the-tax~problems,.0f‘the'rallroadso 'We~havthC)stanyithin.~_'

.'fthathithin.that context I would hope that mhat”me do

i
| \

mlght be of help 1n malntalnlng serv1¢e but the malntenance

i

-of: serv1ce is. not our problem It“s thelr prcblemo‘;Theﬁ‘

. tax prohlem-ls-oqr-problem;:and that?s as much:as I thlnk

o S . . - l .
, L
N 1
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@

We-are COncerned with, and some of us are perhaps sorry

‘ b,that we. even have that much of a problem

.COMMISSIQNER PALMER: well, you ve got nothlng on

1 me, Jim. So far as.I‘mvconcerned 1 thlnk the whole j'
»v_purpose vhether itfs ‘taxes or whether 1t‘s the nghway

fDepartment Rail D1v1s1on is to Hmlntaln the economy, so I

thlnk we are all 1n sw1mm1ng togetherot I thlnk~1t‘s a very

' dlstress1ng s1tuatlon and 1t s qulte a respons1blllty, and

hs;I am Just hopeful that we vln the llmlted actlv1t1es ‘that

we. have 1n thls 81tuatlon may be able to obtaln as‘youvu'

fhave sought £rom us, some observatlons that Wlll berof'

»a831stance to us in hav1ng a broader prospectlve and belng

more constructlve

~We have. cheCked ‘the boOks with certified publie

'jaccountants the statements of losses, we are lntlmate

‘,w1th the ICC method of bookkeeplng, we have had englneers

on every Jobv we have studled everythlng w1th great care;

we v1s1t w1th these people three or four tlmes a Week

vlpragtlcally allvof wl:.hem,i and we know what thelr problems

are and we:are very sympathetlo to them “not beeause they_

~rare . a private eompanyg The word "subs1dy“ whlch everym
body refers to 1s publlc money for a publle serv1ce
'vand that“s the llmlt of our 1nterest ln thls s1tuatlono _
v As;de from,that, however, is the fact that the nghway
'Departmentbis on the spot‘contlnuously because‘of_eon-

. gestlon on 1ts hlghways.y As 1 said before,'if”these 256,000 .-

passenger trlps were dumped on. us, we really would be

'down the trap.
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MR KERNEY,

- we have to be: dlfferent

g1v1ng subs1d1es, 1f-thatfs'the word

ii think one:of.the places

ftom,Yon'is that we

,and we:

devise - at 1eaSt-Ifseejno”way’by'which7we_ce

a,tax policv’whiChfﬁill

‘that s broke over the one. that has money. It

particularly favor th

an eqnltable‘tax that 1s
 otherwise, it juSt'simpl
New. Jersey, I'm sure. .A

. leeway that you afefnow

and Whlch I hope you getnx

,leglslatlon° at least I

 COMMISSIONER PAI_ME ,

‘ questions‘there;;NoL 11

‘and: where the need is by

is if the seventeenjand

stralght across the

y won't be constltut

r

‘nd we don*t have the

seeklng'for the Legls

"We can't do thls
don’t belleve we cat

f
| e51r there
t

te -Well

2]

D

=

ia

where

re not -

cantt

an devise

e railroad
‘has to'be

board; -

Lonal in

kind of
lature

with the tax

vare two

s to flnd out what we accompllsh

the forgiving of | taxes, and Noe 2

a half mllllon dolla#s 1s for-

aglven What does the Stdte do in the Way of 1

‘the seventeen and a half

We have such.a

1n thelr proposal

revenuea
'1does;
80O forth to get money fic

the State go to get%the-

:dollars. Whén one forgi

‘arrangement as I undersq

mllllon from other s

\
dlfflcult tlme eacl

| \

s to the budget. d:l.rec

l

or “the realltles and

;seventeen*and a;half

. _ RN
ves something, no't‘«r ut

and every: blll that

,today you have to prov1de the flscal knowledg

it as to:what 1t*s g01ng
of taxes you would have

going;tofget the'doﬁghft

L 15

»_:tocost7 and 1n;the
tb figure out where

bﬁmake up that'amoun1

>

1

~

0}

)rov1d1ng

ources of
department,
tors,:and

where will

million
nder-the-

is introduced

e along with

forgiveness

you are -
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MR. KERNEY Fr’om the ‘gas taxo ‘
]COMMiSSIQNER;PALMERgth?m.for;thatal3I_thinkJWe
couldfstand;@ore,of it _
| . SENATOR  DUMONT: - Any further questions of
:‘Comm1831oner Palmer? ‘, i | |
Thank you. very much Comm1581oner.
COMMISSIONER PALMER: Y;bu:!~ve_ been very generaous
"tovme and~I»hope-I haven‘t“boredfyou but at least it's
ia very 1nterest1ng subgect and lt‘s one. that I hope we
~can contrlbute somethlng to. ; |
SENATOR DUMONTG - Are there any'furtherAWitneSSes
ﬂnow to be heard at today s hearlng?
- » Well we . thank you for comlng, those who testlfled
‘:;and those who dld not but Were here as. observers. _Today?s

hearlng w1ll be concluded

HEARING CONCLUDED
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STATEMENT.SUBMITTEDvBY DWIGHT R G PALMER |

- NEW JERSEY STATE HIGHWAY DEPARTME R
DIVISION ®F RAILROAD TRANSPORTATIO S

THE STAgg RAILROAD PRQGRAM~ANQ*RA1LBQAQ;TAXEs;fIIflig

"I7IVTESTiMdNY?§Eé6Ré"THE STATE TAX POLICY couniTTEgvfice*'s'
AT HEARI&GIIﬁ'TﬁE.ASSEMBLY CHAMBERS, STATE Housz;ﬂﬁ"Ir',
TRENTON, N. 5. ON MARGH 6, 196u HELD PURSUANT 10 ;.;};e,;
,H.,SENATE JOINT RESOLUTION 12 APPROVED JUNE 6’ 1963{I_>.;,,,

AT R
R ST

i A j"

THE RAILROAD CONTRACT PROGRAM

l
';WThe'ﬁoilroeajPeeseﬁéorﬁéervioe Act Chaptor!66, Eﬁéef§f719éb,I;‘ne‘k
;~:became law on June 22 1960q This measure authoriiedifﬁe"ﬂighef o

'”-way Commissioner to enter ﬁnto oontracts with railroad passonger
. qe

"“carriere providing for the continuation and 1mprovement of

‘Efgjeasential commuter an 'auburban services.- The law Bet fOrth

”':lrprocedures to be rollow"dfto determine th_:

iessentiality of a 5

}?particular train or sarvice and provided for pavment to the f57

. the satil_ai”ﬂry operation of this

aervice at a

car mile rate;I

The maximum'oé”\mile rate 1

.Commiesioner to subsidiz"”

imum of $1OO 000 for eac ,

xi,vd,Exhibit 1 attached shows, ny year,‘the oxpenditf:e or funds under

fﬁfffthe Railroad Paasenger Service Act aince 1960 accruing to passenger




2.,

carrying railroads operating in New Jereey. Exﬁibit 2 lists the ;*'
"defic;ts that have been 1ncurred by theee carriere 1n operation

of the passenger eervice, records the total paymente by the State
under the contract program and" indicetes the percentage of the  n'

ffully allocated deficits that these paymente have oovered.

’To carry out the program for the current year a budget 1n the
-3emount of $6 355 700 was requested. ‘The appropriations bill
as enaoted provided a total of $6 000 000.* Thie'amount*together
'1;w1th an amount of $228 000 carried rorward from the previous year
has been expended or. committed.v"'J4 - |
»;Thevbudget‘for the'1965 fiecal year'wae eupmiﬁfed in the amounﬁ o
| of $8 502 961, an increase of $2, 502 961 over the amount eppropr1~ '
ated ror the current year. Baeically, thie larger budget was. ‘ |
~ requested because (1) the deficite being 1ncurred by the New
Jersey carriers from operating the paeeenger service ‘have 1ncreased
(2) theffinaneiel poeition“orﬂeome_ofvthe carriers has becomevmore
eritical a8 freignt'revenues have deolined; andt(3)'funds are 7
needed to. 1nit1ete cepital 1mprovemente that will reduce the

’ eize of the operating deficits.',,w

»"Rererenco to Exhibit 2 shows the extent to which deficits have
r”increaeed from operating commuter and suburban pessenger eervice
ein New Jereey. Thie Divieion doee not advocete that a oarrier
’¢shou1d be required to eubeidize paseenger lossee with profits :

'from other railroad operatione, however, in our opinion the
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Zf_}overaii resuits from ellfrsilrc

X commuter ru'sh'“pe'riodo

*,_qamounting to $1 202, 000, -

in preparing prozrams ‘for the ¢

v,-passenger serviceog A review fo

of the maior carriers."wi

i

ontinuance and imprevement of

| Tne-ceatral Railroaa compahyaof

‘i}aThis carrier has nearly 70% Of

fmore communities with either rr
[

"7than any other carrier and is t

3;»'carriedp handling a total or 15,

78% of
Its cash

.on an~average weekdayop

nof January i, 1963 its working
1963 this reduced to $1 ezu 000

made by the Railroad show a cashidericit‘ofr$555{OOC;i

the Jersey Central has about $1

'in addition to regular Operating expenses exclusive of’s117taxes;-i77f

Those obligations for the month
rentals-

In Ju

hird in tbe volume of passengers

position has become critical..

of February included equipment

LC&N rent ror leased roadway and payroll taxes together

Ly the first principql repayment

sd activities must be considered

its trackage in New Jersey, serves

eight or passenger service or both o

'000 passengers in no direction ‘f7'

1t8‘ "p&SBOI'igers..t.rave] 1!)‘ the .‘ SR

cash was $3 635 000, by the end of
and.by,tbevend~o€;196h projections
' During 196&
1, 500 000 in obligations to meet_;.,fw

llowe on the combined operations 1i;:jj,*ib

fxgon its $15,000 000 loan acquired under the Transportation Act of
575f1958 falls due making total obligations ror that month of | »

‘;$2 961 0000_ In October LC&N reut is egein due bringing obligations

b:for that month to $1 057 OOOe iOn December lst tﬂe real estate

g .f g?}w,w;bw,fT‘ e
1o 162 - : L

L |
Sl i
| - |

. i




Aiifitaxes will bring the total to $3 336 ooo. In other month& th@ :f,  ﬂ“
1 :ob11gat1ons vary from $207 000 to $650 OOO.vJ,  fQ3;;;1f B
"?In spite of all this the management of the Jarsey Cenﬁp&l is opti«lvﬁ”
v{'mistic about the future of this Campany, This Railroad anticip@t@s~f;
lﬂthat the combined deficit for 1963 ~»in sxoess of $6 OOO @OO - w111: ;
f;gradually 1mprove so that by 1966 a small profit may r@@ult und@r

Eithe following assumptionss

"”3ff1;f”That the "Aldena Plan will beccm@ effectiv@
!‘3fvear1y 1n 1965, | _ | ‘ ‘;
7¥f2;,"Firemen on freight and yard diesels can b@
v ‘  fe11m1natad° ) ‘ | i  L ,f ,w‘v _
l*Lﬂﬁ; EThat freight handling with tha L@high Valley
- *'fRailroad will be coordinated~7'T' : ;j‘j
ﬁ ;hg-_A new trackage agreement with the D&H Railroad
- 1 ’wi11 be effected o ': -l ,‘4} 'ﬁ‘,' 'u
{u_Siv.That the passengev contract earnings will be  ;.f‘“
|    1ncreased by $1, 50@ ooo in 1965, and '; e " 
”: 6;  That the real estate tax liability will be reduc@d
'TziSO% with payments due December 19 1965

“To have available more working capital and to fin&nca freight }_“ 
K consolidation and coordination projects th@ J@rs@y Cent?al submv_'ul.”
]:mitted late 1n June of 1963 an applic&tion to the I.C C for '_ 
:AFederal guarantee of an additional loan in the amount of $S OOO 000;5
}~After much work with the 1. G C. by the r&ilroad and t@stimony |
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T‘i‘During the past ten years the
L ;have totaled some $67,000‘000

:ifvthe commuter trains handle abou

“"E’In the four year period from 19
{f; will have incurred deficits fro

V’f}passenger services of about $32

A
5
_‘¢~j

' before the I C C. presented by the Highwsy Commissi

}with President Shoemakar,xa 1oan in ths amount of Q
| approved.: The I C C indicated that actions being
1 treins to Newsrk and a revisw of the tax situation,
fin authorizing the loan in the amount of $2 000 000

“é_further loans madc as u result of ths applicstion w

"3.Tupon such actions being realized

I
“k¢;;"- i

Jersey Central's pass

!
tsxcso

o ind in the same psrio
b nearly $3h,000 OOO in property BRERRE

- The "Péin'h,syiir’éniaf Rallroad Compe

"°71This carrier provides both‘an intercity or’ 1°n5 d181

'serving Trenton, Princeton, New Brunswick,‘Newark al

)

}
i
T
| e
'.fgfr'fsiu“
W
\

oner.iﬁfémeAny
2,000 000" was

contemplatsd

.-ﬁvby the State of New Jersey, including plsns to reroute passenger

were persuasive ’

5 and thst any

sngér doficitsf“" :

bance operation

1d New York

f“7and & suburban service with trains operating from Bay Head South

rt'Amboy, Rahway, New Brunswick and|Trenton.

}'cerry h 300 New Jersey passenge s in one direction 1

ff_:the rush period '<p33' L
59 through 1963 this
m operating suburban
,000 000.

Qf??has paid $21 600 000 in Stste propcrty taxes.

ok |
i 7
1 -
. I : B

a6

o

The throx

Combi

1gh trains |

>er day and

t 18 900 68 3% or uhom travel in

Railréadf”“"

and commiter

In this same period, it

nsd,operations_ -

ill?be;d9pﬁnd¢ntff":



'of passenger and freight services including related business of

"the Pennsylvania Railroad Company have produced a profit of

‘zv”$1 hh5 500 over the past four years. The assets Of the

‘ ;Pennsylvania Railroad Company total more than $2 3 billion..

::The most significant actions that have been taken recently by
| 3the Pennsylvania to improve its financial position have been

;its efforts to merge the corporate structure of the New York :

| ',Central Railroad into the Pennsylvania.h Hearings before the

liI c. C have been completed and testimony on the record indicates
vthat with a merged cperation savings in operating ccsts of v;i

7labout $80 million per year could be efrected for the merged :
"”'carrier.. In addition, the Pennsylvania is increasing its earn-

”ings rrom carrying coal by use cr integral trains and is ccn-.f7

.;i:tinually expanding its trailer-on-flat car business. These’v”“

| piggyback" operations reduce transportation costs and are av'
'i*source of continually increasing revenues. With regard to pass-“s

'enger service, this Railroad recently undertcok to make its o

‘:_racilities more attractive to 1ts patrons through a clean-up

;,programvand has apprcved expenditures totaling over $6 000, 000 forv '

. ”passenger car improvements.. Fifty stainless steel coaches (recon—';v

*s'structed rcomette cars) have recently been put into service in

‘;,the New Ybrk-Washington territcry and 53 coacheg are being re» .:,,;u
,habilitated including completely new interiors, air-oonditioning et
| 'and improved trucks for better riding qualities and will be used
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fﬁjliﬁ?néw“dafséy.. Eight of theee cerafereinowwinﬂeenvlceféng{the{iijlﬁ
remaining unlts will be added pleoemeeljee'theirﬁre&onatructlon;ghné

fn_is finiehed.'

‘Z-This;éérrief°1s‘éﬁe Statefe buslest euburban and commuter carrier
Wtransporting 36 000 passengers ln one direction daily, 83 6% of |
: iwhom travel in the rush period !‘It aleo operates 11m1ted intere'*
"-city eervice connecting Hoboken and other New Jersey citlee,withux
f:Port Jervis, Scranton, Binghamton, Buffalo end Chicago.,'Since S
*‘October of 1960 when the present company was created by corporate
merger of the former Delaware, Lackawanna & Weetern Railroad into”j‘
the Erie there has been coneiderable coneolidation of‘paesenger":
",vand rreight routes.' The 1atest was the combining3or the Boonton

vaine with the Greenwood Lake Br&nch'ln‘ﬁew 5erseyt -

This Rallroad hae 1ncnrredvpe39enger service deflcits in the

State of New Jersey that~here tctaled over. $15 million in thefv
- four years from 1959 through 1963}. In this seame perldd ‘.Svtate
| taxee of $18 800 000 will have ‘been paid upon paymen1 of the ’
‘balance dueﬁon lts_December11963 obligations.;f‘ ff B

v Because of 1itigation on matters pertaining to diepo.itionlofxp

e personnel following the merger,wthe finanoial benefite thet7hed

been anticipated have been eomewhnt slower in being.reelizede*'"

" B
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o Deficits for the combined operation for the ourrent year arev-v._

) about $16 8 million, about the same as for 1962 and down consider-'vff

~dab1y from the $26 million deficit of 1961._ The Chairman of the

"fjhErie-Lackawanna Railroad, Mr William White, is also optimistic .

}dv;concerning the future expecting the road to continue in the red ‘;v

l?durinz 196&, he believes that with "a little bit of luck" the '
road will operate without a lose in 1965 This Railroad also
"has a critical cash problem and applied for a Federal guarantee

'Qof a second $15 million loan under the provisions of the Transpor-,'

}‘,7tation Act of 1958 The loan guarantee was denied by the Federal

i iagency as was a revised submission in the amount of $5 million.

f;f!The Erie-Lackawanna has completed a $12 million electronically
_foperated freight yard in cooperation with the Nickel Plate

M, gRailroad at the Buffalo gateway and improved the efficiency at

“other yards.' It is currently modernizing 3 OOO freight cars un

.jra sale and repurchase arrangement ani rehabilitating its long haulrﬁ 5

- passenger cars in anticipation of increased travel to the World's f,,

'CfFair opening in New YOrk next month.v

:O'ther’Railroads»;.__g‘ o

The New Jersey & New York Railroad, although a separate corporaovi;s7»~

"tion, has nearly all its securities owned by the Erie-Lackawanna.:'

*2W;It continues to be operated in bankruptcy by a. trustee under ,fv?;1

”r{frather favorable trackage, car rent and terminal use agreements
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o carrier is continuins 81°W1Y°'dm

.v-nith‘the Erie;Lackawanna.' The paper work on. reorganizing this

 The New York, Susquehanna and‘Western Railroad Companv7entered“'

" the Contract Program for the first time in 1963 after nen manage-'

-"<,ment took control.- The contract required that for an experimental

V?fperiod of six months that it operate six additional trains to de-_=
'termine if patronage could be‘attracted and, that the carrier-;z
-twould pursue diligently negotiations with other carriers for‘the i"

hpurposo of terminating its trains at a location where passengers o

[ .
‘could transfer to trans-Hudson ferries or to PATH services, cr

i.ﬁ:both, to reach downtown Manhattan.

'{The additional trains plus advertising and car improvements

i,increased travel from an average of 212 eastbound assengers to.“d

-:311, westbound commuters incrdased from 169 to 211

The combined

'r,‘passenger and freight deficits increased in 1963 to $hh0 000 as

I

S xcompared to $3h9 OOO ror the previous year (including $178 OOO '

vout-of-pocket passenger train losses) and the carrier exercised

1ts option contsined in the antract and 1s currently 1n the
NERDI -

"-process of terminating the experimental trains.f-o

~Negotiations to extend the passenger trains to dournal-Squarei

e are progressing and the carrier‘emphasized that if 1t isitolbef”v

"fable to continue passenger service until such an emtenSion is
"frealized 1% must conserve ita kash.s Accordingly,-it,petitioned'




10.

to further decreaee its passenger seryice and hearings to dis-
'continueianother;round,trip were completed‘on,FebruaryZZS, 196l.
fItfis erident‘that'ifvthis"carrier 18 %o serve'adequately the
'passengers in its territory substantially larger State subsidies

"will be required. -

The Reading Railroad continues to_operate'tﬁolreature‘commuter.'
'trains.between,Philadelphialand Jersey City serving West Trenton,
: Hopewell and,Belle Mead;’ One other round trip-serving_additionel

v, stations is/also operated. Its fully allocated deficits have

‘been substantial but will be considerably reduced this year as .
;4 a result of;authority by Pennsylvania and New'Jersey to eliminate
sereral?lightlrfpatrbnized‘trainsithat were‘operated'mainly'for
 the e“ﬁea&”ehd5'bﬁsiﬁése. The Reading reports that the ‘combined
deficit for 1ts system operations were about $5,000 000 for the
1963 year. ' I o

The Pennsylvania-Reading‘Seashore Lines entered into the Passenger
Service Program 1in 1962 on a special twOnyear contract Prior

- thereto its attempts to end all its passenger service had failed

| although regulatory agencies had permitted considerable curtail-

 ment resulting in a reduction in fully allocated deficits. A

'recent decision by the Highway Commissioner has further reduced
train service and, eorrespondingly, the amount of the deficit

1Losses'for 1963 were about $2.2 million from passenger operationsn
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givinz 8 combined dericit or $u.5 million ror both passenger

'ifend rreight eerviees.- ‘The P -qu operates enﬁirely 11
~ ]Hear1nge on a petihion riled by

,i”deoieton is now pending.ve_é’

'ﬁetion7oﬁ[3udéet Reqﬁeet f%‘.)

 The. Budget Meeeage dated February 3, 196& for. the Fi
~ ending June 30, 195 as transmitted to the legielatu

‘ 5;%he following statement pertein%ng to the requeet ma

. Divieion or Railroad Tranaportatﬂon ror an’ 1ncrease

ffe rrom $6, 000, 000 to $8,502 961'

‘f"There 1a reeommehded the sum or $6 million to
the cost of our existing agreements for the con

" ation of commuter services.

the P-RSL to further

”1.paeeenger eervioes were oenoluded on February 28 194

{
‘1 \ 1
‘
N ) u; . \'

|
|.
i .
|

[

i

[
T

l

reduee 1ts

seal Year

re eonteined

coﬁer f
tinua

The Highway Commie

"‘frequeeted that the amount er $6 million current

1y

~ provided for these servides be increased by dbout,
v»§2 5 million, Our revenue structure at the pre eht
ncrease, I am, therefore, .

;time ‘does not permit this 1

'wrecommendin%ha ‘continuation of the $6 million p

- but should the Legislature

~ suffieient sum, I would be

. amount for this purpose to

Commissioner, 'The deep pub

tenance of commnter passeng

- and as a matter of fuot 1e
‘bolicy. &

inerease our revenue
in favor of increasi
that requeshed by th
11c interest in the i
er services 1is well
a part of' existlng S

ogram:
by a .

ng the e

Highwa& :
aine -

imown.

bate

eioner ,""

d»..
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12.

" RAILROAD TAXES .

'Much publicity has been given the railroads' contention that in '
New Jersey they are sub1ected to "inequitable, confiscatory S
taxation policies" This claim has been illustrated by a com—tb'
parison of taxes paid in New Jersey per mile of track, to the o
nationalpaverage.: The comparatively small number of miles of
ﬁ.track inpﬁew-Jersey embraces some of the most valuable andvdense-
~.lyfoccupied land’in thefcountry, while a great many miles in the
'nationalaverage;includeriong”stretches"of:extremelyjlow valued
‘land in the western:plains.- New Jersey is'also a:terminaletate.
?_Many or ﬁie rails have extensive passenger facilities-and freight

fyards and structures along ‘and adjacent to. valuable_watercfrontsb yﬂf

o Anyone who has flown over Hudson County at lowlaltitudeiwouldtbe

vimpressed with the large portion of the County that is covered e
vby railroad development This land so used should help support '

municipal government ‘a8 other industrial property does.

_Another contention is that railroads are forced to pay more than”
dtheir share of local taxes because their Class II property is
yassessed at 100% while other lands are assessed at lower per- ;
'centages. Lawsfthat have been in effoct have required that‘all,
"properties 1 the State be assessed at 100% In9practice; 1t

is known that some’ districts assess as 1ow as 15 or 20% of truer~-
”1va1ue. There is controversy over the aasessment level cf railroad

‘property and, literally, there has been a century of 1itigation
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"] ;in New Jersey on assessment levels. "thngesiin'th

'“a~fbefore the Stste for disposition.\ In time, this %

: ffmay eliminate the inequities that may exist inlthe

- or. should the tax be in the form of a gross receip

| jof our suburban passenger service. Establishing by

13{

I

‘;‘now working their way through the'Legisleturevendy

Vl;;bv the courts have opened up\opportunities for the

':fbring about 1ower property tex 11sbilitiee. Test

B ffpractices.‘”f’:'i L ;'7 ‘ﬂva, o ;"CJI‘

rThere will remain, however, this basic policy ques
'iShould the railroads be taxed on the same basis es

;;ing industry’ or should they be tsxed as other pu

- a franchise tax on net revenueé’ ' 'M
. ! ‘ i . ¢ H
|

| ]The first alternative, texing‘the seme as industry

*that railroads be given meny of the same freedoms

L

e tax laws are

*cases*are“new-

ype of sction

assessment :

tion to enewer-

a msnufactur-

R would requlre

as enjoyed by

'"1ndustry.} This course would probably spell tbe demise 01 much

silroed tazg,*

;rfon the same bssis as a public utility would finst require.that_

:ﬂga rate base be established snd a 6 7 or 8% return
v'liinVestment. Such a- procedure‘would be expecte& to
}'; freight and passenger rstes at‘such a high level -1l
would be eliminsted as: competitors in some: erees.
’g*fto a gross recelpts tsx or hating only & frenchise

. \
~~earnings would not bring the revenues to the munic

Ul
A o
I

“‘; o
172
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ﬁgrmftt¢d ¢n-j*
result in

nat railrosds
Converting
tathn n@tz:

1palities

reeent deciéions'

'reiirosds to .
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ts,teX'er only -
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.'_lh;'

.bthat have so much of their area taken up by railroad developmento
AIn ‘this: connection it should be pointed out that freight yards

flocated ir he river front coun ies benefit many shippers and

-Ltreceivers of freight with plants located in municipalities in _'

?,the other counties* that a passenaer terminal on the Hudson |
v'diver serves commuters most of whom originate in municipalitieS’

emote from the facility.k,.

“AJSnecifi¢“Pronosals:yﬁ»ff"

:cRefereneeto exhibits l and 2 previously described shows that

7 under the contract proaram the passenger carryina railroads have

vi"aiearned under the Contract Program"varying perCentages of the

“deficits resulting from operating the passenger service.» It hasl:f-

";galso been shown that the overall financial condition of the rail

f7carriers has worsened with the result that all carriers Operating
ivpassenger service in New Jersey except the Pennsylvania Railroad'

'vare incurring deficits from the transport of goods.gvt

fExhibit 3 attached lists the passenger carriers, the passenger
lf{deficits, the amount of taxes retained by both the State and the:
’%municipalities and the earnings under the contract program all |

7for the year 1962 There is also included an. estimate of the
otal tax of a carrier allecable solely to passenger operations.!-d
'*u'Examination of this exhibit shows that there 1s no more relation fh
between the contract earnings of the carriers and their tax .
'lliabilities than there is between the passenger deficits and
rlthe contract payments. In the case of . the New Jersey and New

York Railroad, 83 one extreme, its total tax 1iability for 1963
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kh' :Readirg Company taxes were $318 772 and its State subsidy was
"f'¢17 262 -'about 5 Ep.3 This is because the taxes accrue on all

"ffto passenaer facilities would fall far short of providinm the

cwas $1§ 513 6h and its cont lcf?SQ nonts tere $101W10 ;L neevly

'lseven y-? the amount of ita taxes.f At the other extreme,‘thetl’”"'

property - both passenger‘and freipht - whereas the State subsidy

"is determined by the extent of passenqer service operated.: It h R Ei

does,vhowever, answer the questlon often raised'as why;not‘suhstiehf'

:tute tax relief for the contract oroaram. It afso indicateshfﬁ'

}u;clearly that relievinz of all taxes solely related or allocable

. assistance necessary to sustain and imorove the passenaer services -
1 . . .

) \,in the ovex‘all. . ‘ 4 .v i »‘,‘v:_‘_- <' | f‘, IR

B!

'Efijxhibit u has been prepared to illustrate the amount'or tax

3aliability by class incurred by the passenger carryingﬁrailroadsf

"-fas compared to that of all other rail carriers. ,tt w1llfheli]e'"

inoted that the railroads operatins nassenger ser%ice proyide‘

) tax revenues in the amount of $2 116 OOO that *emains*With thei,¢

.f;iState and is used for general State purooses. All ot395565rriers‘,?;.

'7fprovide a 1itt1e over $h00 OOO of this tax bringing the total to .f'
‘$2 52h 563 32 for the 1963 tax year. chause of‘tha maximum o

o nmita“”’ p"°"131°“3 of th" ‘C&x 1aw, as the cn%s IT tax liabil-‘ o

ity incr‘*ses the taxes retained‘by the State decrease in order-
jffnthat t 3 otal tax liability r railroads grossing less than o
'%l OOO O“O annually shall not exce d $3 OOO per mile, for those»

S



*'gressing more than $1 000 OOO the tax is limited to $u 500 per

'fumile. The results of applying theee 1imitation provisions have

o QVproduced the following pattern in the taxes retained by the State L

g ae compared to thoee returned to the munioipalitieS'#i'i"

State Taxes - Claes I Texes to Munic. : Totel Tax

ibYéaruv III & Franchise Class II : Paymentsffi”“”'
8 f.»;1-9u8 | $3 971;,111;.1_.,_.» ‘ $12 037 116 $16 011 230
1953 h.821 236 o .13 19& u77 18, 015 713":'5-2”-'-
| 1958 t‘- 3y 551 589)‘ 14,961, 286 18 512 875

1%3 252“563 TR b, 675, 535* 17200098 o

% Lower tax results partially from agreement worked
" out between Jersey City and the carriers on tax =
- appeals pending since 1956. Rather then requiring
~the -:City to meke refunds to the carriers, the .amount
. of future obligations was reduced through errenge—
‘gments with the Railroad Tax Division. ” ;

‘jThe Division of Railroad Transportation hes emphesized that thev

Fanaintenance and protection of peseenger etetions and perking areas

i-iis & local responsibility. Certein railroeds heve been actively

'pwpromoting the sale of stations to local governments or to con~

*ficeseionnaires if no- interest in a municipel sale could be promoted.v‘p.

’5The Division has worked with a number of municipalities which hae‘
Yresulted in a station or parking area being acquired or main-f

eftained locally..



VVunder contracts.v

nr'to carry out more effectively

' V‘The‘Passenger?Service ImnrovementvProgram:

- In its Second Annual Report the Division of Railro

1 outlined a program of capital

“f'carriers involving costs of $ul 000 000.;

ment program over a ten year period was also set f

: of $85,000 000.» Some of the p

| have been completed (eliminati

I Services) and the so called "A

fd The Division has been handicap

E rigid clauses in the Railroad
“T;no flexibility in allocating £
| use of funds only for car-mile

K package of

improvements for all

roJects set forth'in-

ng the tracks througn Passaic'

unds under contracts

legielation wilT be

ldene Plan is progrfssing. ;gi”i

Ped bY 8 lack of ruanVand*by the*=

ad Transportation

passenger‘

A passenger car replace-“

orth at a cost

this report
the

B tconsolidation of the Greenwood Lake Division and Boonton Line

Passenger Service Act which provides

and limiting

8| of passenger servire operated

consideration the enactment of which would enable the Division re’”

**;‘years as it moves from subsidy

A
E

‘fifand capital improvementuprogramg_;93_,;3;fJij~”‘*

DDIU the Spring Of 1963. the Lezielature enacted a measnre‘that'would?

its rail program for

‘;exclude from taxation improvements made to faciliti

f;contracts entered into with th
:f‘W111 PPGVGNt an increase in th

‘ﬂresult of accomplishing the Al

i
e tax liability or a

dene Plan, ‘as an exam

lState or its municipalities.

the next few

payments into a combination subsidy |

h This

carrier as a [f

ple, -

\

J
o

%

|

}

I

submitted for ]fd

es under terms of

o



Carrier

Erie-Lackawanna
Pennsylvania -

- Jersey Central -

' New. Jersey & New. Ybrk
" Reading -

| Penna.-Rdg.,Seashore Lines igi*
- N. Y., Susquehanna & Westernfﬁ;

Delaware River Ferry

Perth Amboy-Staten Island TR

Ferry Co.v

it NEW JERSEY STATE HIGHWAY DEPARTMENT

DIVISION OF RAILROAD TRANSPORTATION

EXPENDITURES TO CARRIERS UNDER THE

‘HIIEXbiﬁitIi"

RAILROAD PASSENGER SERVICE CONTRACT PROGRAMif

?-AFiécél Yearfg‘“”

1260-1961

$1 993,513

1.1,01.852
’1,10&;006,,.

’ f,?Swgoth» s

V_.Qél 1262 &“5

- $2, 738 076*3,

2,085,005

,Shé,hBB;» i
18,319a;;?

1962-i9633;f

1,816,727
1 ’hoh 32h;””

: 101 102 .

17,262

200,980

‘?fés;ood?Dj..

963 1964(est )

Totalv'

$2 3h3 800
1,771, OOOf-
,hh3 200f
100 BOOT
15,650
182,000 =
49,300

1oo ooojV?‘
10 ooo,g_]f“

% 9,484,117 -
7,07k 58 i

5,498,

371, 366

763,327
382,980
- Lh9,300

ZSoﬂoooj”"

10 000-. "

Causerm

_g.¢6;biu;i23

$6 015,750

‘”'ii.Reserved for Grade Crossing Elimination
‘T,T(Camden) S | |

$23 183, 692}{fm,

177

2 ooo OUOI_THO

‘*ft‘¢ae;1as;sqegpgf:



‘iliifﬁ*higiﬁﬁZE“fi

" NEW JFRSEY STATE HIGHJAY‘bEéARTMﬁNT‘"”‘””
DIVISION OF RAILROAD TRANSPORTATION

' RATLROAD SUBURBAN SERVICE DEFICITS IN COMPARIsonyLan A

‘fr=;; WITH EARNlnesanDERWmHETceNTRAcmfrsoGRAugeaxd;;;ﬂf~"7‘”‘"”

'fﬂ’Deficits

Totel % of
. While 'Payments- Def1011
v;nder C_ntract (Ex 1) Reimb

i Total Deficits

i Carrier ‘}:f?f'1960 (b) | 1961 1b)ff 1962 1963 (est )

’ Erie-Lackawanna o8y, 051 270*3' d=3 260 310 $3 808 h59{'v h,OOO OOO ; ¢15 120, 039 $9 h8h 117 63%.
Pennsylvania (C) T, h83 000 8,223,000 -8, 768,000 8,000,000 - -32, h74,000 “Ts 07h 58& 22%5
~ Jersey:: Central ; 5 029, 3&5; h 8L6, 918 6 027, 893 6 300 000 - 22 20&,156 5 198,018 25 b
New Jersey & NY 96, hBi’?.‘j 116, 01oq=,g” '1520417 150,000 510,675 ‘xa 371,366 72%
Reading. 173 " 354,509 275,000 ,007,711 63,327 7

“P- RSL““*ervfﬂ*?%irf»~**~***’*’“”* “( 2 509 802 1jl2.c00 ooal_ls4h1109,802vvif 382r980s_ 8%
NYS&W (d) ... 201,000 ¢ 201,000 49,300 25%
Delaware River 0, 120,ooom So ooo | 250 000 71%

Ferrv D ,
;15 ooo - 19 ooo 67%1

»f”Derth Amboy- *“_,.N
S Ferry .

(a) ;Deficits computed on a fully allocated basis in accordance with accountinp practices prescribed
- by the I.C.C., as modified byeformulas developed by Railroad Division to reflect only operat onsﬁiﬁ
‘”_within New Jersey..xﬁv-‘_.,._ g S RN s . e

fECb) Excludes revenues and expenses attributable to mail express and baggage.»iif"

”(di"Fxcludes revenues and expenses fr'

vwlong distance servicespp

:;i(d}w o contract negotiated for this year. _3



Exhibit 3

NEW JERSEY STATE HIGHWAY DEPARTMENT
DIVISION OF RAILROAD TRANSPORTATION

: NEW JERSEY'RAILROADS WITH PASSENGER SERVICES

PASSENGER DEFICITS 1963 TAX LIABILITY AND CONTRACT EARNINGS ‘FOR THE YEAR 1962

. Estimated

“(&) Class I, ITI &nd the Franchise Tax

‘(b) Not under contract 1n 1962 =

L : ‘Total Taxes - - Passenger -
. : _ Tax03v..v]- Taxes Returned for Local - - o Facility Taxes
SRR - Passenger = Retained =~ .=~ = to o ~and Contract Class I, II, II
. . Carriers Deficits = - by State(a) Municipalities State Uses - Earnings & Franchise
PRR -~ $8,768,000 :$1,175,792,50 $1,,162,042.06  $5,337,83L.56 $1,816,727 $ 750,000
"P-RSL . 2,509,802 - 135,478.31 110,31k.27 20i5,792.58 200,980 120,000
‘CRR- - 6,027,893 = 590,660.55 ° 2 507,682.01  3,098,342.56 1 1,h0L,32L - 800,000
Reading Co. 354,509 - 141.808.81 . 176,963.50 318,772,010 17,262 s,ooo
E-LRR - . 3,808,459 - 4y, 000.00 hL,518,026. 25 )-l £52,026.25 ,hOB 728 1, 200 000
NJ&NYRR 152,&17_;1 8,021.20 - - T, 192, Ly 15,513.6L - 101,102 R 5 000
NYS&WRR - 60, 268" 83 (65,553.11 125 R (bS 60,000
Total - | | | e -
- ‘Passenger o » |
Railroads $21 621 080 $2 116 0h9 90 $11 578 073 6u $13 69&.123 Shw_-$5,9u9,123 - $2,940,000



NEW JERSEY STATE HIGHWAY DEPARTMENT &
' DIVISION OF RAILROAD TRANSPORTATION =

B TAX LIABILITY BY CLASS OF PASSENGER CARRYING RAILROADS

" Passenger Carrying
Railrpads,q

Property
Taxes
S .on ‘ ' .
. Classes : Franchise
I & ITTI Tax '

,1T¢ta1“Taiés'

i IN CGMTARISONIWITH ALL Ulnbﬁ bAHRIERS - 1963

, ";CIass'II,‘
for - Property at

State Usés

Taxes for IQ,wv
Local Uses, . -

'Local Rates =

and

Total Taxes =
for Local

State Uses . 

';Tbtal,.Penn. R,RsCO.»Grdup

‘Penn-Reading . Seashore Lines o

 The C.R.R. Co of N.J. System '

<rRead1ng Co. System

Erie-Lackawanna R R.. Co.
» System \

N3 &N.Y.R.R. Ca..i“ |
N.Y.S.&H. R.R.Co. Systen

'Tbtalvf‘PassengercRailroads~

‘Tax Liabllity for Non-pass-

enger carrying railroadsi

.Total Taxes - all Railroads

$1 o7u 771 60 $101 020 90

$1 175 792 50 $h.162 ouz 06

$5 337, 83h 56

131,&78 31» u,ooo 007W~ﬁ7135 ”78,§1'7i“?119ﬁ§¥9u??uw,H,I2F§IZ92,58

. 586,660.55 u,ooo,,_oo - 590,660.55 . 2,507,682.01 3,098, 342. 56
137 808 Sly;'j»uyooogoo 1&1 808 51 '4176;§63;So 318 772 01
0.00 "u,ooo.ooI u 000. oo u sue 026.25 u 552 026. 25

u,021 2o»j_ Qg,ooo;od;l" 8, 021 20 7,b92. uui;:hf 15, 513 6ly

56 268.83 S u,ooo.oo. - 60, 288 83 65, 553 11*;7' 128, sul 9u
p$1;991,o;9.oo $125 020 90 $2 116 ou9 90 $11 578 073 64 $13 69u 123 Sh
367.715.5%  40,797.88 408,513 uz 3,097, 461, 31.} 3i.505J97h'.33-

$2,358,7uu!5u_j$ies;818;78

$2 52h 563 32 $1h 097 h61 31

1§n

$17;2oo;098,27f,\7



(7

’ﬁ,operatlons for the 1atest five years;?

Summary of New York State ,;i;_;jiﬁ:-

Tax Rellef Program

{iQIn 1959 leglslation was enacted 1n New York State prov1ding real

“?property tax rellef for rallroads hav1ng poor earnings from thelr o
‘transportation serv1ces, and electlng to apply ror rellef The N

'fprocedure followed annually by The State Board of Equallzation h

hland Assessment is:

’t73( ) Ascertaln the system reproductlon cost for each rallroad,r

lhcomposed of the cost of reproducing new (less depreclation) road _

FT{’capltal 1nclud1ng mater1a1 and supplles.h

(b) Determlne an average of the net revenue from railway

.?.

(c) Secure ratlo of earnlngs to system reproduotlon cost

»(d) DetermJne theftax“exemptlon factor by applylng the earn-ut

 _1ngs ratio to the scale contalned 1n the law whlch prov1des a.

.percentage exemption factor in 1nverse proportlon to the earnlngs

ratio. .-

‘f(‘) Determine the local reproductlon cost 1n each tax ,1dl.

:1assess1ng un1t (city, town or v1llage)

-(f)‘ Multlply the local reproductlon cost by the exemption .

(g) Multlply that result by the state equallzatlon rate

'(as flxed by the Board) to produce ‘the. railroad celling..~

181



",p property valuations.- If the'aggregate exceeds the

'”L passenger property when a railre d's earnings ratio

(h) Hold a public hearing“on;theftentatijpydeterminationgofﬁfff -

the railroad ceiling.; g‘%’77*i'”“7v"'

‘l. - ¢ X E _‘l. i

;.:f( ) File a certificate w1th each assessing unit stating the 1j.}j

final determination of the railroad ceiling.;,;éf‘ E

The local assessor then computes the total assessed railroad

' stated 1n the:certificate, the excess shall be tax

i

v make up 1ts loss 1n revenue as a result of this\tax exemptlon,;ye;}"‘

f

ceiling

exempt To

the local tax district may apply to the state for help, prov1ded

T

1ts previous railroad taxes ® c%eded $100”OOO alyeAr or amounted

B g
to mere than 2% or all real pr:psrty'taxes : Theul
the state shall a331st to the Litent of SO% of the
v . - ‘ PR ,l B

|

-
¥

w provides that

A s
; E

The 1959 law also placed a limit onsrail real property assessment -

L values and exempted certain future capital improvements.v Fran-ix'vk

chise taxes and license fees were also eliminated by this 1egis-a‘”:

PRSI . IR
lation. gfvftpff_;”a e v”f-t“

The 1961 new 1eg1slation gave additional tax relief
railroads.f To be eliglble, a railroad must be leas

oars from'the Port of New York iuthorlty and comply

(

standards of serv1ce (malntenande of equipment and

1
il

"on time operation, capital 1mprqvements, etc ) esta

l

;

éafcommuterfvv'
ing passenger £
ing w1th |
facilities,.

blished by

. » RO P R
the New Ybrk State Office of Transportation,.,%i*?f:»fv*»‘~‘

This law provides for complete’tax exemption for al
;less._ It also extended the 19f§ exemption factor s

a- 100% factor for a commuter railroad if its earnin
SR R e [ e L

R “ai'i”'
‘ L . ‘ . A‘

sz

1 commuter-"" .
1s 2%% or

cale to permit

taxireduetiom@,x"

gs.rabio’isvzero;:h.‘”

c)

v‘@'.<‘

.

o ®



. APPENDICES SUBMITTED BY MR. NASMITH =

' Jersey Central System
.' Erie
, Lackawanna
- Er1e Laclawanna
‘-'-?‘Lehlgh and Hudson

| Lehigh Valley
NoJo&N. Y.
 New York Central

S“Squehama i

o ,Pennsylvaﬁia

o vPam—Read:mg

- B Read:.ng

:ffqt,als- R

sxs*rmummcom OR (oEETOIT) |
B PR APPENDIX nAn :

1932 191;6 o 1959 1960 o pa o 2 1963
(a"s 1 eao 187) ($ 740 186) ($2 855 987) (&% 4,292, 037) ($ 790934879) ($ 7 l;58 889) (1?» 6 036 959)
(3 1h2,997) 1,393, oy, ( 5,68, 887)

0 2Ty 36,216 ( ha33h 883) : R IR = |
' ,(-« 5 685,l+1+h) ,h29 230 (10 119,770) ( 19 995 61h) ( 26 488 759) ( 16 608 069) ( 17 115 272)

81593 260 40n 0, T 95T oo, ots 1888 251,934

, ~NeAe ( iz, 559) ( 588 ssa) ( vaoz -514)( 394,280) ¢ 342,472)_;gf;_:{Mg—,237')
13 573 536 (8 1530, 3n7) 7,267, 135 (7, 319,112) 3, 515, 586 (3,209 58:35)?: 9,158, 876
25 587 ( 2, 605 485) ( 6 ,275, 327) ( 6,158, 146) 65357 770) ( 5,622 088) Cu, 850,775)

b, 228 789 4 591, 491 1 847 5'?5 "1 154,90k (6 257 113) { iz- 916, 558) ( 6, 2485, 663)

f-'_:($12 014 697) ($13 83!»,063) (m 603 706) (%39 924, 507) ($63 782 76&) (m@ézo 676) ($21 692 893)

. No A.- Not a?ailable; _' éberat edby Erie |

&

¢ 35 933 01»3) 108 103 (. 2,402 lli») ( 3 240 185) ( 8,320, 287) ( 2, sz,,o 154) ( 3, 232 ozn)
N 309 128} ( | 258,476) ( 82, sos) ( 99203) 35 78 24,509 47,390
e 13 256,2;00) (¢ 10 w,zée) -8 402 968 1 038 253 ( 12, 5493048) ( 3 8;35,,533;) __7,_939,81;3 .
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wonxmc CAPITAL -
2[31@ 13145 .‘ 12/3), 60 2[31/6

| I”VJersey Central System : $ 8,375 l19 $ 6 251 515 $ h 682 65h $ 1;,640 l+58

APPENDDC an. o

2[31[6

$_’ | 669,068

2/31[6
($ 2 osa,esh)

ﬁ33,286*ﬁ? 6L5 695 =
9,958,818 ;9,_20_8_1&2 @

| Lackawanna R

: ,._..',_,;;Eme-Lackawama | 31,992 T0L 14,554,350 3,772, 799* *(*5 809, 153)*;,‘__,

| Lehigh and Pudson s, 820 = 406,609 511 949 615,065
i vy :;_5' L0453 3,586,292 1,348,111 (2) (137,489)

N sen.t. ( 1 893 093) ( 215, 565) e 161 798) ( 737,189)
:New York Central “ 1’+0 162 550 ll+,7l;8 8"0 : 12 198 53 5 ( 3 776’113)

) 4?'-'-:::.":-Susquehama L 1, 31,5 01,7— _,(,,, 689, 575) ,( ) Es)__(llsos,%é)ﬂ _14!773403-14)*—(*1—614,25@)1%---

j;’pennsylvania E ,jj i.jf 156 239,920 s, 503 - ,h28 615 ( T,471,597)

 PemReating ( 12,693,406) '“‘5(*'15 963,211). ( 3,030,669) (3,500,959
";;“nl_::Read:Lng L, 63h 957 . _3 hslihoz | z. 068,851 L&A’QJ&_)
:' s TOTAISV,'.‘” | $361 085,h66 $h1 51;2 16h $25 540, 895 ($2o 863,706)

' * Includes material and supphes and debt due w1th1n one year. e
) .‘}i..}";..,( ) Denotes Deficlt o o .. - ', o
.}:‘(l) Includes sale of Nickel Plate Stock in 1959 fOI‘ 320 000 000

"__';f»(z) Includes sale of Black Tom Explosion claims for $1 000, OOO

(}3 401 139)

1,48 267
( 2 065 028)
( 771 116)
(19,617,0146)

( 9,3_19 843)
¢ 6, 598 127)

(12 ,272 ,91;4)
($53 9oo,939)

¢-A(17,287,as3)

166,81;6

,31h,526 1: v

( 547,510)
(28 406,682)

( byk20,704) .
( 2 515,5&5)_1_:;-%

(10,9@,913), =
(364,275,539)’: o



"Jersey Central
» Ene E
. Lackawanna

’ Erie-Lackawanna

Lehigh and Hudson

: {Leh:.gh Valley

;ﬁvNew Jersey & Narr York '

e New York Central
: Susquehanna SR
‘{b'Pennsylva.nia -
. 'Penaneading |
: :bReading

 TOTALS

12/31/45
50404

691.32

19336
969
509.77
42230
180.28
l'5234773'» |
UTL2E
'.677;281 .
11202.QAA*"A‘
5831.80

- 12/31/59
1077.12

492.68

: 51;.0 92

. 87.36
e8|
51,07
k36
BRI
WS

552,12

182,00

ALL TRACK MIIES IN NEW JERSEY

_212;£é.

. 1073 78

88.59

408.68

Lha79
132,36
186,64 N
“552;16.-'

| ‘18069éﬂ'1"

5146.63 |

12 131(61*' 
1069.77

100184
e
385,34
bhe29
12743
182,07
1453.86.
557,07
168,30
 sors.e8

APPENDIX #Fnt

12/31/62
, nm%77:

 2000.32
Csmm
38260
,.46.ih" e
12,15
153,60

55619
178.91

12/31/63

. 1033.10

o 990.42~-

88,71

345,70

120,90
155,29
136413
5520
17746
187388

185



e Jersey Central System T

Erie f‘”“

: “Lackawanna =
Erle—Lackawanna

Leh:.gh and Hudson &

Lehlgh Valley

A_;‘; New J erséy and*Néw Yerk

' Acres .wb,b s

- ~'7Acreé 1963

R 1779.287,»f “ |
T
1033

1790759
65.804
92379

Cmogsic

65 684 ;;_‘1,.!
822 511 fff,j;'“'

“i: 1786 h21 I

17lp6 022

1‘ 760.830

B 1217.199 fjfi”: .

64.145 iff:"

New York Central. e

Susquehanna

Pennsylvani a.

Penn-Read:Lng

Readlng

“;{j'}To£51s ,

| , f?; 292, 750;;1'f o
- ;{fjgoes 780; £ . |
73730
451.6so*ff?f-' -
1021;7.1181»;_‘ -

4603106g ~ :

 29man9 :f,?;   .
N 490.660.:f;"‘ 

1 55h.f  =

s

28026461.‘?.;5

57468;L82 S
360 608;"

176523

| 363.052



" GOMPARISON OF STATE AND TOCAL TAXES
PAID BY CLASS I RATIROADS IN OTHER STATES
. WITH THOSE PAID IN NEW JERSEY - 1962

Total mleage (all tracks) operated by Class I rallroads |
_in the United States 12/31/62 o

Total mileage (all tracks) operated
in New Jersey (Append:uc "F") '
Total State and local ‘taxes of Class I rallroads
- and lessors in the United States . - :
Total »St-ate-.and local taxes asseSSedﬂin 1962
- against railroads listed vin‘Appendix nEn
| Nat:.onal average State and local taxes per
~ track m11e operated : A
'vNew J ersey taxes per track mile operated.
K" Source' Interstate Commerce Connn1381on, Transport

- Statistics in the United States; 1962:
: Mlleage, Table 2' Taxes, Table 107. ;o

APPENDIX nJn

| 361,468, *

© 5,020, -

$ 17,143,018,
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