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We understandably r~Juire la m~ch larger propor ion of Clas~ 

II property and thus 1itraciage than a railroad· !of different. 
! ' 

characteristic~. I 

As bad as ou~ pro~erty tax bill was 11~t year, {i 1 

would. have been $1. 8 ~11,on greater had we nff abandoned·, 

over several years 9 s1ome ,62 acres of land 9 rn9stly in 

::::::o::::. and Biyonpe' rh. an. assessed. val:ll of 

I I : 
Another inter 1estirlg, aspect of our prop rty taxes , : J I 

is that 9 in the case Ff t .,e Central Railr0ad Crmpany of. 

New Jersey 9 a very si~eab]e amount of Class II taxes 

relate to property us¢ct' f~r passenger purposes Not 
. i I ! I . 

including the allocation of Class II taxes of property 
0 ! • · l .. · 

used both for fre1.ght1 and passenger services 9 wut c.on= 

sider:frng these taxes ~n e:x1clusively · passenger l!roperty 9 the 

Central Railroad ComPfny' s\ t~x bill for the l~tt year 

arnounted to $~73 9 000 ~·f ~tis total ~lass II pa~lent. 

Certainly there 1.s, no consistency to tle 'State of 

New Jersey recognizinr thel seriousness of loss:,• on 

passenger service. whifh itl is Stat.e polJc.y t. o .. :1elp· 9· and 
in. connection with which a State participating payment. is 

I . : . . .. 
made against such tos~es and, at the same time, 9 taking a 

.large part of this pabtici~ation back in tax pJyments 
I I I .· 

direct:! relating to 1fhe srme operations. Thfl ~as ' .. 

clearly recognized b7 thelState Tax Policy CoJmission fo 
its last report. And:letme only say in this J~nnection 

I ; .. 

! • I 

that this passenger p:troperty tax problern.preva:ils on that 

public 'service aspe;t 
1

lof otr business which produced last 
I 
I 
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year but $6"7 million of passenger revenues" 

. It hardly seems pertinent to the broad· State policy 

issues encompassed in this investigation by the Tax Policy 

Cpmrnission to dwell upon details. I could emphasize that 

part of our Broad Street.stationpropeJ?ty at Newark, 

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

of $445,000 an acre. I could talk -about certain underwater 

property in Jersey City being assessed at $35,, 0QO an. acre. 

· I could illustrate the financial frustration of assessment .. · 

practices by pointing ou,t certain property, turned ove;r to 

Jersey City because we could not. afford.the. taxes involved, 

being re-assessed for industrial usage at approximately half 

of. the. assessed value upon .which we had ,been requireq. to. 

·pay.taxes.: -·tcould enlarge, atlength, upon the impo;rtant. 

problem of trying to hold property for industrial_ devel.opment 

a matter so important for the providing of jobs so neec:Led 

for the entire economy of our State. But the questi_ons 

being cqnsidered by the Commission are much broader~ They 

go to the basic question of. pe.rmitting our private 

enterprise railroads to be so treated that they can continue 

their public service responsibilities to the_ peopl.e and 

industry of New Jersey as they have been doing for more 

than 100 years. 

I am .sure, that no one in our State Government ha-s-

the intention of either encouraging or perpetuating a policy 

of penalizing the railroads. If this be so, · shou;I_d we not 

examine the equality of treatment accorded by the.State 

to its various: forms of public t:vansportation?. I, would 

11 
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ask the State. Tax Po3t1oy (pornmission to conside[r the · 

e,quity for 'the great '!'•creige .of ·property appropriated 

for the New Jersey T-qrnpiie being .removed frorrJ.the tax 
I i . . I 

rolls. And. this is ~ut ay illustration. It i,s likewise 
I i . . . • I true of the Garden S~ate IP:arkway and every highway in· the · 
I I . 
i -, , 

State. Is it fair t~at tte :railroads are requ'red to pay 

property taxes on their ccrmpeting facilities? · 
I 

I would ask.yhe State Tax Policy Gommi sion whether 
r I 1 

the rel .. ativ•e.·ly .. small !s.um·s· 'i•paid by. the Port of New York 
A h 1 f h .. · I . ···1 d . ut. ority. 1.n J.eu O. 1taxe~ 9 . on t e. great acreare invo ve 

in Newark Airport: 9 Po:rt NJwark and Port Elizabf th are 

fa~r as compared wit~ the 1higli ti· at.· ~seBs .. rwi· h1· 1icshY··.at.· hred··1·.cpern
0

'' pt .. rear.··· .. 1t· ·y.· . 
. Railroad of New.Jersey pays on 

d h . d . f i. ·1 . I . .h. h . an ot er a Jacent ap1 itjies w ic. • are so 1.mp, rtant to 

the support of Port N~
1 

war~ and Port Elizabeth lln 
particular. 1, 

! 

· I would ask t~e c9mrnission · if it is fa+r for •the 

Central Railroad Company oilf New Jersey to bui1l, pay 
• I,, I I 

taxes. on and provide passeJnger station facilities 9 in 

the _face of the greati pa•+~rser termina~ at p+ New~rk -
].' beg··your pardon 9 Nerark A.irport = having beel provided,. 

for the'public by taxjexeJpt financing, with bit limited 

·payment. in 1 ieu of ta~e s o!n the property and. w1·1 th no··· · · 

capital cost to.the tfansp~rtationenterprises participating 

1 

in•. its use. I should 
1

! poin~ out to t. he· ... ··. C .. 0·•.rnm.· ~ss .. ~· ~n · .. i.n .tll.is · 
connection, howe;e:rj ihat b number of mun1.c1.pa .ities along. 

; , I 

i I 

our· railroads have rec,ogniked the inequity of. :his sit1,1.ation 
' ; 

1i . I . ano. have themselvest*ken 0ver our passenger syation and 
' I . I 

112 I 
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parking facilities;usually on the basis of our continuing 

to be responsible for ticket office and waiting room space. 

And, finally 1 I would ask;:the Commission how the 

passenger.portion of our Class II and III taxes, amounting 

to $60 per passenger last year, compare~ with the tax 

.per·passenger paid by the competing bus lines in our 

territory, operating daily trips into the thousands over 

publicly built facilities. 

I would not wish to be interpreted as suggesting 

that the railroad industry shorlld be free of tax obligations 

to the State of New Jer~ey, 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 SO~t 1 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 t6 the Chamber of·Cotnmerce by Arthur H. Padula, 
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Jersey City' s des igni;:t ted id eve 1 ope r, apparen tJ indicat j_pg 
. . . . ; •· . . . . I 

the ccmcµrrence of M1ayor !Whelan in a plan to rak~ an 

undisclosed amount of P:r'jperty away from th.e Lehigh Valley 

a-qd the ..... Gen ... .tral Rai.lr.· · oad··· I Company ... of 'N_ ew·. Jerse-.J· 1 .... for th·i·· s. 
purpose. .The New Yopk T4mes on March 1st carjies. a s.tory 

0f the Jersey City Cpunci]l having approved th;s project 

during the preceding:, weeko The Newark Eveninl News of . 
- 1 · i · . I 

January 11th states ~hat rayor Whelan o,f Jersly City is 

':e, n' thusi .. ~s~-ictt. ~b··-0Ut!·.· ~he< r,dow' nt.ow. ·n .. •· ur~a.'n re. n' · .. ewr. L. proj~c. t.·· 51 

in connection with wtu.ch iMr o Padula is quoted I as having 

said 9 nThe railroads 1 havel outlived their useftllness to 

the City and are har~ pressed to meet their ,tlx bill. 
j ' 

I am sure the railro~ds -w'rJuJ,.d be glad. to go. u 
J 

I I ' 

I am speclfiha11J stating that t;:he Ce tral 
I 

Railroad.C0mpany of #ew Jbrsey does not propo.e to get 

out of Jersey City or Hudlson County, with, its .[important 

. freight operations. ' 
• I • 

· The quotaf±p~s ab 1ove would. seem. to indicate 9 however 9 

: . • a:·· I that Jersey City ~,rt feastl 1.s less cencerne · a1:>out the - · 

receipt of railroad taxes than at any time in my,personal 
I ' . ' . 

I I -

railroad experience in Nef Jersey, going back.to 1929. 
I i . . 

,As a matter of fact, fthe !r'ecent L964-repor1: o Jersey. City's 

!Hanning. Division on I wa,tetfront tlevelopment appa:reu.tly 
- . : . I·.·· . . · . I ·· 

anticipates a sharp reducpipn.in railroad taxis .as it.is 

indicated 0n page 32 ! of that document the e:x:pe!ctation 

th.at dur.ing t .•. he next; deca~. e railroad owned .lajd will ' ·,, ! ' I' I i ' 

.decrease one=third aF1dthat.t:he.present $63.m~llion 
I 
I 

assessment·figure-witl.be stabil.izedat about $40 millicrm. 

14 
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. . . 

These statements clearly lead .. to the conclusion that 

re~ponsible,public officials in Budso~ Gountyreeognize, 

that. exorb.i tant. taxation of t~e- railroads can no longer 

be justified.· 

I thank the Commission· for the. privilege . of 

appearing before it .anc! my closing st,atement is to urge 

this Comrnissioµ to. re.cognize the. critical. importance of 

substantial affirmative action being taken this ye.ar. 

-Thank you. 

-SENATOR DUMONT: Are there any questions by members 

· of the Commission of Mr •. Shoemaker? (No_ response,) 
.. .• ' . . ·: ,· ,: . 

,Mr. Miller~ do you want tp.ask any question~? 

MR. MILLER: · I dop 't have any questions. 
. . 

SENATOR DUMONT: Mr. Beck has ·some questions .for 

Mr~ Shoemaker; 

MR. BECK: Mr. Sho·ernak:er, you mentioned that: a 

· tax on net earnings would. be. far. m<>re equit~ble ·arid· in .· 

the public interest, thari the ':prese:nt .combination· of r,· 
• < • • j' J • I 

taxes. Just.to orient me f~rther,_ if the Commission 

would. give you the relief that you have asked i:or,. would · 

you then be in a posit,ion to operate the railroad on a 

pro~itable level? 

MR .. .SHOEMAKER: Mr. Beck, if the r,ecommendations 
' ·. . . ... . 

ot the Conunission were to tq.at ~ffe.ct. and they were 

adopted py the State - and I assume yoµ mean '90t a t,;ix 

on net. earnings, as::r suggested,. l;>ut the recommendations . 
. . . ., ' . . ·' . ·. 

with respect to elimination o:E Classes I and Ill an~· tp.e 

cut.ting .in _half of the .. Class II tax. 

15 



MRo BECK:. That' J 
, I the first part ef l question.·· 

. MR. SHOEMAKE:R: )f es 9 siro If that. we e done .. i 
I 
I 

completely,· as we re!c ommende d 9 that in itself would not 
I i 

permit. the Central ~ailrtjad Company of New Je sey to be 

in the blacl<o 

MR. BECK: W]ell 9 . then =-. 

i i 
MR. SHOEMAKEIR: ]f I rrtay just enlarge 0n that a 

moment 9 sir, --

. MR. BECK: srre. j I 

MR. SHOEMAKER: 1e. are losing about $f mil,li0n a 

year on.our passenger se~vice. The State is ~resently 
! i . I 

alleviating that to jthe 4xtent of 25%. Our payment from 

the St~te 1 s particip~tiol1 in those losses wasla millioo 

and a. half last year10 f 

That is anotner ~art of our·problem wtth the State 

of New Jersey that h\as gqt to be alleviated. IAnd I think 

that 1is in pr0gress•oi As you knew, the Appropriations 
I I 

Committee is conside:ring now an additional sul of money 

to be appropriated for S .ate contract paymentf • · · 

I told yob t~at have been to the In~erstate 

Commerce Commission !for J further loan guaranty. Now 
. I 

the only way I can m. :orallly. g0 to the Intersta e Commerce 
! . . I . . 

Commission for mere rnone~ is with a belief on mypart 

that we do see daylight Jhe~d with respect to the c0n= 

dition of the Compan~. 
i 

] ca.nit go to them if I see a 
I 

bankruptcy around th;
1

e co~lner and it's going t, be an 

inevitable everit. 

It is the · cotnbinition of a tax relief on the one 
' I . 

I 
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.. 

hand and greater: J>articipat:i.on in passenger losses on t:he 

other • 
. . The ·sticcessfuJ. complet:i.ori of· Our national case\ .... -· __ ·•· ... 

. . . · . . ... :-.. ' . 

wi.th ·respect· ·to· di~sel firemen' in particular: in the. 

. ·railroad· .industry:, where, we p:bop'ose. tQ -take them of°f 
. . ' . 

. ·. of.·yard engines at:'ld freight trains,: that has:.been · te • 
. . . . . . . : 

:nat;i.~nal c:trb;i.tration and :ts presently in th.e national.· 
_cQurt-s. , · We have- had .two favorable affirmatie>,ns o.f the'. · 

.. arbitl:'ation' s· award which was'. set. up a~••&1 resµl:t; o.f . 
·• _--_· _· ·speci~l CongressionaL statute: last .year. -. That will- m.ean 

$1,200,,000 to the .Centr~l -Railroad in payroll -of people : · 

•that; we no longer need. 

, It's a. cqrnl:>i-nation of these things· tQg;eth~r tJ;iat 
. . . . : 

wilt let· us get intQ. :the. black~ '.Tqe tax situat;Lon by·, · 
' . 

:t ts elf w:i.11 not :¢lo 1:hat, :sir-. 
I apologize>for the length of ·my a:nswer but T ... -

. . 

MR.: BECK: · We~l it: inclicates at least a cou:r-s'e~ 
' . 

I w~s just interested it:1. whether, if the· Qommission! .' 

·. deC:i.ded -· to give you the 'relief which you ask wJ:ietJ:ier 

that in itself wo.uld 'be -enol,lgh to .put you ;i.n the b}.ack,, 
. . . .. . . : ·_. . .· . 

Of course, even if we give you the relief, it seems to. 

m¢ that yo1,1 still need .. a coml;>:Lnati-on. of all th.e. other 

f:~ctors to get. yo-q. where. you want to, g9. 

MR. SHOEMAKER: .. ,You're etltirE;!ly correct, s:i,:r;- •.. · 

_, MR. BECK: 'And >then; .of course, the taxation op 

net earnings might be an element :to. ce>nsider. 

·· ll1R:. SHO fil-1A.KER;: Correct .• · 

MR. BECK: . After _the comb~nat:ion pf all. the.$e 

things going . in your -fayor. Is that correct?_ .. 

17 
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I 

MR ... SHOEMAKER: 
i 

It is corre:ct . -sir . . . i . . 0 

• SENATOR DUMONT: . Mro Miller? . . I 
I 

.: MR •. M.ILLER:- ! : I t. ink Mr •. Sheemaker m ght. be able to 
f ' • • 

i 
elal>orate a little ~n h. · tb,is ·$?,, 7 million , y,ear· J .. n., .· .. ··. 

passeng-er l.0_ss. is afrive at o •: Is this an, al ocated loss · 

or· is .. it a. los.s whi~h- wo ld be c-omplet.ely if, ·you • 
. . . . ' . I . 

. I 

weren-'.t rendering a~y pa senger service? 
i ' 

MR~ SHOEMAK$R: .. tir loss 1.;i.nder. I.C~C figures 'for . I . . 
·last year-for the ·e~ti.re. railroad 

million, betw~en $§~5 m~ lion and $6~6 
. I . 

· and a . ha,lf. 
bef-ore giving_ any, c]'ed~.t. for the' State 

Now.that injlude a few.small-amount of 0peration 

in Penns·ylvania.. W~ hav ~our passeng~r tra ·ns. :,that· 
i 

.. The St;ate 's operate, from 'P.h:i.1li~sbur down, irito> Allento · 

1 • - · • 1
1 I · $6·, · · -oss 1. tself l.S very· :closr. to ~n: ev,en .... m;Lll~ ii)n',. not by 

. I o,,C ,.C;,: as such but qn. th ·-. li)asis of State aud ted figures., 
. I. . 

• I • 

And on .. ttie basis of ithat b~ing_ a recoverable : .... r .·· . •. -. ·•. 
meney, -npt: oh the JD~•sis: !'allocations fi>r e 

. . ' . 1 · 

that you would have !t0 m1k~ anyway if,. yeti had· no·· 
• I passenge;r- service. 1 · . · 

f I 
You may ·or- II\ElY nat: :re.alize,. Mr. Mille ; that t;he 

I J 
Sta~e. has. been ~ery- ipart:Tc~lar, an~ properl~' G' in ; . 

audi"bu1g .. the -r~i1r~,~•s j~co~n~s ~1.th-respect tQ the . 

. piissenger ·serv1.:e 1.~1j conje~t_1.9n w1. th the loss in·· which 

the Stat~ ha~ ·pa:rti¢jipat d.. . . · ' ·· .· ... · -
: : . . . t ' ··' . 

SENA.TOR, DUMO!NT: : A;n,ything. fui:ther,'. Mr . Miller? 
- . r . ; . 

I • 

. ' .. · t-1R· MILLER: :.1 No, Seriator,, · i ' 
'--·:._.._ ,,· 

I 
i 
I 
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SENATOR_ DUMONT: Now, Mr.- Shoemaker~ hott much 

does.the Central Railroad of New.Jersey receive'today 

from.the State on.a contract basis, about one and a half. 

million dollars1 

MR~ SHOEMAKER: 'About one and'~- half'·million, ' 

right. 

SENATOR DUMONT: And you indicated to the :t;c.c~ 
that you thought there·was a possibility this·might be 

cl.oubled. Is that corr·ect? 

,::MR. SHOEMAKERf That is corre.ct. 

SENATOR DUMONT: So you are speaking this' year of. 

about $3 qiiilion,· or in the next fiscal year frorri:the 
i 
[ 

Stat~ by lfay of.contract·for services money. Is :that 

correct?. 

MR;-· SHOEMAKER:··• We are actually seeking $3 :mil'lion, 

in this calendar year, Mr. Chairman.·· 

. SENATOR DUMONT: When you mention tliat the State's 

analysis of railroad taxation would reduce yoµr· tax bill 
. . 

by SO%, is that-covered in more-detail by your recomm.enda-

. tions later on he.re of what you would hope would be done 

or recommended by this Commission? 

MR. SHOEMAKER:· ···That• is covered by· 'the three points 

in the general . recommendations of ·the rai_lroads about 

which Mr.· 'Nasmith will testify in more detail, Mr . 

Chai:rm.an, but encompassing the disc'ontintiance of Class I 

and Class III taxes, which the State·retains 11 and the-

reducing · of ClasS II taxes by app:r-oxim.ately SO%. · 
. ' 

·SE·NATOR_DUMONl':-'I would be interested in a 

19 



' little more full exp~anation of how the Clas-s 1.,and III 
I taxes work to the ef~ect that when you say. two, large 

: I . . · . 

railroads and two small railroads pay no Class·I or 
I 

Class III taxes at all. ! 

MR •. SHOEMAKER: •· The New York Central is f;>ne of 

the railroads that pJys n ! taxes cm Class I. or Class III 

property. 

Now under t1ie st. tute they: woul,d pay 1$172, 000 

in such taxes. Ivm_l1ookimg at .the 1963 ~ummark of this 
. . . d; b lh D. . . f T I. f si tuaticm as. prepar_ e. ·.. . y .ti,. e .·. ivision o · axat1ion o 

. , . . I 
the Department of the Tre sury of the State.· . . . . i . ' ' ' 

' 

SENATOR DUMONT: But they did not pay it, is 

that. right? , 

MR. SHOEMAK~R: hey didnot p·ay it, ro, and 

~he .rea
1
son_·· 1:>eing•·· thhaJ th•_ l_;ew hi:'ork-. Cent .. ral_._k, s. ~-F bill 

in tota was so muc :grearrt an its trac m1li.es 

multiplied by $4 1 SQ01per jrack mile that under the 

statute the Class I and Class III t.axes .. w. er. e wr. sh. ed .•. OU. t .• 
SENATOR DUMONT: How much above·$l+,50pa track 

I 
mile does this actual\ly a I erage out to on th.e. ailroad,· · 

even though that's supposid to be the maximum? ·1 ,don't 

.think you have that iin. YO'tfr statement 
j I 

MR. SHOEMAKltiR~ . ~o, I do n0t 

b . . • j. h statement ut it is s0met1:1ing t at we 

have it.in my 

could. re] clily 
I j 

calcula,te. . It's someithing l~ss than .that and · t may .be 

in Mr. Nasmithvs tesJimonJ. I'm not sure oft at, sir. 

SENATOR DUMONT: II see. 

Now, yo~ hav~ end")avored. to .effec s,ome 
I 

20 
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economies :i,.n. the operation of the Ce.ntral Railroad. Is•. 

that correct· an.d would you mind cletailing. a few of those 

for us? 

MR., 'SHOEMAJ<;ER: I will be glad to, :Mr. Chairman. 

Obviously with· the se.rvice losing as. much money. 

as our passenger service loses,we have made every attempt 

to economize in,that service and pare the service dpwn to 

that which is literally essential to the traveling pubtic. 

We had cooperation from the Board of Public 

Utility Commissioners ;more recently, since the resp,onsibili ty 

for passenger. ~er vice has been turned over to the Rail 

Tran'Spo:r;tation Divi'sion of the Hig:hway Department, we have 

. had good cooperation from that group as well. Tha.t go.es 

to unnecessary trains, as such; it goes to unnecessary 

ferry boat trips between Jersey City and New 1tork.-- qur 

ferry.service being also under the jurisdiction of the 

Rail Transportation Division. 

With respect to freight and passeng~r service, 

we have.made a comp.lete analysis of the. railroad with 

respect to. any possible piece of track we c.ould .. take up -

.. not for tax. :r-easons because we are way beyond the 

possibility of $4,500 a track mile helping the Central 

Railroad, but to save money on maintenance of unnecessary 

track and in the past three years, more important than ·' 

.that, to use the materials to maintain a track which we 

are lceeping in service . 

. Now, as an example of that, we had four tracks 

between Dunellen and,Bout1d Brook; we have.found that we 

'·.,· •:'-; ":-~ 
., ' . ,. ~. 
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i 

can handle our service w:ilth some re'arringemen . of switches 
I , I 

on three main. tracks: ins~ead of f~ur, so· we h ve taken up· 
i ' 

a little over five miles I of track and literal y used ·the,' 

rails, the ties and.the 1alla:st 'for replaceme t.purposes 

on other part·s of th:e raillroa.d. 
. W h t k' t I ·1· ' .. f . . k .. f . . . e ave a .en · wo :mll es .o trac out o serv:i,;ce 

I 

. immediately· outside ·of rsey City, so that w have'three 

tracks c·oming into the· t rmina:l, f.rom a main track stand-

.· point, in$tead of foµr ... That track will be 1l:Eted this 

year: and used to maintain other parts of the .tl.a'ilroad~ .. · 
: I . 

We have ~our tr,~ks across ~ewark Ba , . involv.i~g· 

· .· a little over a mi le I of ~istance ·, and we are row.opera tt~g 

cm three tracks acroas N~wark Bay. And 'this spring we will 
i I 

be taking up the fourth tjrackand using the rail and the 

Ue,s for n;,aintenancei purJoseS on the railroadj thus . 

avoiding our buying new jail and new ~ies on jhe outsid'e·, 

We-have ecopomized, necessarily so~ on.passenger 
I . 

car maintenance, put~ing iali the money that we- have for 

that pur~o~e into th~ saf1e~y features ~f pas+ger cars. 

•·· The: c ondi ti on of the: c,ars is. not anything tha i we are · 

'proud of today in' OU~ rai]lroad but we have. haq. to put' the 
' I .I ' ' 

tr1.oney .· into more· important; things, 1;:·he seats, he ·painting 

.andwhat ... have-you. 
: ) ' . ' '' The Alde.ne Plan, r wh:i,;ch has been prop·• sed by the I . . 

State in connection; w. ith ~hich' the LegislaturJ appropriated. 
: I 

.$3 million in December ofi L962, wil.l. include .·. n allocation 

for the improved ". paintin~, lighting,. and sea condition: 
: 
t 

and floor condition. of th~ coaches being us.ed i11 the 
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passenger service. The number will be substantially re-

duced as the J;'esult of our operating into Newark instead 

of into Jersey City~ 

Those are some of the things, Mr. Chairman, that 

we have been doing 9 and at the same time we have increased 

our freight traffic department by 10% 9 feeling that if 

there was ever a time we needed to invest in sales effort 

on freight business· it was right now. 

SENATOR DUMONT: What is the status of the Alde_ne 

Plan right now? 

MR. SHOEMAKER: The status is that we still do not 

have clearance to start it for two reasons. The engineering 

work is done; the Le~islature has appropriated $3 million, 

as I told you, to carry out the physical track connection, 

the improvements in signaling and the chang~s in rehabilita.., 

tion of equipment; _but there developed, first, a y,ear's 

delay because of the Port Authority's litigation involving 

the World Trade Center. ·The State quite properly said 

that we must not go ahead with this if there is some · 

question_of the Port Authority being able. to operate, 

rehabilitate .and add equipment.to the Hudson Tubes 9 now 

called the PATH system. 

That was not clarified until December. It went 

to the Su~reme Court. 

Then there has come the question of grade crossing 

eliminations on that portion of the Lehigh Valley, some 

five mi.les of· the Lehigh Valley, .over which our passenger 

trains will operate between Cranford, technically Ald~ne, 

23 



I . i 
and Newark. That 1 s I wher:e

1 

it gets the name o] the Al~.ne 

Plan. 
I 

There has been ho appropriation of . 
1

un~s 7 as yet, 

,for the grade crossing e~imination. As a prrtical matter, 

if it is going to be don
1
b it sh0uld be done lJef ore the 

. e ··. .. · 1 • · . - I . 
A,ld.-:ne Plan. becomes! a re~lity because the co~struction of 

grade crossing eliminatibns can be carried oJt at a cost 

of some million doliars-lless before eur traiJs go on. the 
. , . . . .• . , .·, . I . ·· .. 

·· Lehigh Valley. than t7euld: be the case•. if it w re de>ne under 

. heavy passenger. tratfic. I . · - - . . 

Once that -is cl~rified ,_ . so far as tHe grade 

crossing elirninati0* is boncerned, we are prJ1pared to sig:n 

_ a five-year -cont.r_·_ac·t·: .with·]· the Sta. te in c6nne. +io. n.··_ with. the 
_ Al~.ne Plan. if by tlat time the matter -of im~roved State 

I . . 

participation in ou~ pas~enger losses has been clarified. 
- . •, -.- ! I 

That also·is before the tegislature and, of course, involved 

in the additfonal·a~proptiation which·the Apfopdations 
C ,-, • . 1 ·1· .. _ .. I . .:I ·. 0 • • l ' 

_omm,ittee i·s. p_--_re.·sentt. y Cfnsi.•1.ter. in_g. · .. _ _ . ·I 

SENATOR DUMONT: I Suppose __ there were no .improvement 

_ so far -as the · ci:mtJ?l:).Ct money for servic~s goes, would it 
,- - . . !. i - . 

. . . . • . . . i' i . . • 
make it necessaryat).d are you planning to re ove some 

passenger trait)s in ithe rl• ext year? 
MR. SHOKMA,KER~ •Mr •. Chairman, if that were to 

prevail, if .no ad.diJienaj money is i~ prospet, then we 
. are faced .. with this :i . The Central Railroad does n. ot_ have I - ! . - .. 
funds enough t0 last; out:this year and meet its year.,;end 

. I i 
• • • , • I obligationso Without im~rovedhelp 

· will be no further 
: I . 

donsideration ' . . I 

I 

I 
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Commerce Commission to help us. 

And I might add in t:hat ~onrtection that the law 
. . . 

under which Fede rai. · gciar~n te~s a:t'e · · provide·d •· expired last 

June and this open question:of $3m:tllionof. defel;'red 

money is th~last ioan'whicht:he Interstate Commerce 

Commission has op~ri in any way whatsoever ... They 'will' not. 
. . 

g:tve cotisideration to· any additiona( help to tis unle.ss 

there is:'.add:itional i:ftia,t<i help t:hat i~ an accomplished . 

. reality' or at least agreed up.on~ Without the· addition-al· 

.. passenger: money we._ cannot .me.et our taxes on ti'ecerriber 1st 

and our- year-'end obligations. 

Now, if that is the pictdre, arid it is, we have 

no right t·o not do everything that we can. do to. hold the 

railroad toge1:h¢:b, and that: means·· this; :_>that on May 1st, 

when '.o/e can' .1egaily do it under our pass,e:hger contract 

if this additional heip• is not in prospect~---:~ on~Ma·y·_:lst 

we would have to~ove to take off our passenger se:rvice 

and our ferries~ 

SENATOR DµMONT: Ar~ y'ou talking a.bout all of 

your·pa.ssen:ger ..;.: 

· MR. SHOEMAKER: I_ mean, that's not a ·unilateral 

thing for us :to··do, whfch- y•ou reafiz·e.,;' We ·.must go _tO the 

Public· Utility ·commission with'·respect to train Service. 

before we·cari go to the Interstate Comrnerce·commissiort. 

We. would io t_o th:e. Int~rstate Commerce. Commis'sion on 

ferry' se.rvice and On'' passenger. train se:rvice -after the ' 

·. Board of Publi ty· Ut:i::li ties: has considered it. 
SENA'.FOR ·DUMONT: ·. Does 'this · mean al 1 _ of your· 
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i · .. I! 
passenger train serivice·7i 

. MRo SHOEMAKER: i Yes 9 sir •. . . . . . ... i . . 

SENATOR DUMONT: And.ferry service? 
I 

MR. SHOEMAKER: ··Ye,s9 sir. 

SENATOR Dci-1:0NTr: · 'I:his 9 .of course 9 · i quite a ... 

sup. p0sition.but S.llp.pose; the·S· tate. Qovernme. n~1were tO tak~ 
•.· over most. or all of; the lvarious kinds. of tax. s that are 

I)ow being paid by the +lroad.on.proper\;y+ at the 

same time eliminate~ the1 contract. for servicj money 7 

would this put you in a better-or worse posifion? . 

I h.· I d i "f h di . n ot ~r wpr st 1. you no longer · a,·. to pay 
. . I 

property tax:es of apy,kind 9 Class I, II or I I, and 
. ! . . . . . 

at the s.ame time th~ money that is now being paid out of 

and which h.as been ;r,eque'sted to go to $~ 1/2 miLlio~ for 

the next fiscal year 9 were eliminated entire+y 9 wo1,1ld you ·. . . . . I .· . . 

be.able t~ continue! to operate and to operat1 better than 
0 . · I ,... I 

you are doing today)? I 

MR. SHOEMAfER, / Our State taxes are,$3 million. 

Our. help from the si:ate 'currently is a milliiln and a half 
I , 1' 

. I ' on our passenger contralct. If State taxes ere eliminated 

by. a stroke . of the rand l 1and . .the passenger. cortract were 

eliminated at the s~me time 9 we would be just a million. i . .. . ' ! .·' 
I ·. . . . I 

and a half dollars bettelr off than we. are to1ay. 

That mil.l.io·, .. n .. an.Id ... a h .. alf dollars, Mr .... f•.I C .. h. a .. i.rma.i1 1. 
is not enough to permit us to carry on.a.$6 illion 

, I· I • 

·passenger loss. I ~ave.bo technically corre~t.that ju~t 
a little because Hlwe ,h~d· no State taxes - ,ut' taxes 

'26 
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charged against passenger expenses are about $700_, 000. Am 

I correct in that Mr. Brannigan? 

MR. MJ:LLER:, Six seventy-two, ~ight twenty..:thr~~, 

l think. is what yo1,1 . said. 
I 

. , .- MR._ S:H0EMAK.ER: I think that's without the 

allocation of some part of Glass I. 
• • ' • • I 

MR._ MILLER: .. That's t±gh,t • 
. ,. . • ... -. ' .. r. 

MR. _SHOEMAKER:_ That's why I made it $790,900. 

- SENATOR, P.UM0NT; Sci actually if you r~ceived a 

-double ·amount of.mon:ey from.the. St~te- over.what you 

receive· today, it would :'.just barely cover.your p:re,ent 

·_ property taxes.: 

MR~ SfI0EMAKER: Tha~ is correct, sir. 

· _SENA'!0R DUMONT; Is .the · Central ~ailroad of JN"ew 

Jersey co_-ntempl.ati_ng _ ~ny merger,s at this point. with ~my 
. .. 

-other railroad or railroads? 
' .· , 

MR._, SHOEMAKER: .. Mr.; Cha_irroan, we have not been 

approached by any ·railroad.with respect to our.being merged. 
. · .. -; . 

We th_inl<;, _ fra111 _the stand,poi:nb -?f ._ logic that the company 
. .. 

belongs ,i.11 the C~O ,- B&O ..;. Reading· System. · The affinity of 

traffic over the years ha_s developed. that a.s a natural. --
. . . 

gEtteway from. the, ~est via those rpute~ ;i.nt:o New York City . 

. -_. There ia. no interest whatsoever :upon the part of 
• • ,/ '. > '• - ' • • -

the C&O arid. in. talking. aff;i.liati.on· with us in the _face, 

of 9ur hav~ng _the debt: we have and in the fa9e of our -

. having the passenger:. los_ses tJ1at we ;have and the high taxes 

and the b~ok loss yejr after year. 

SENATOR DUMONT: . Suppose that there were this. net 
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earnings type of. tax 9 do you- have- any net earn·ngs at the 

tlloment to be taxed? 1 

I 
I 

. , MR. SHOEMAKER: No9 sir. But I would add, Mr. 
· I . · i . . . 

Chair~an, that our pulpos~ I in being in business, number .·• 

. one, 1.s to serve the lf":i,bl~cl and, number two, to, make rnoneY. 

And if .we can alleviate trie problems that we ha1ve :with 
I i, . . · 

. • I ! I . . · > ·.. . ·.· . · · , respect to taxation and passenger losse.s I would hope that 

. our cempany coul.d. again mEJe money. And when that time 
1 .. I . . . 

comes. I would have n0 !hesitation whats0ever in, • rope ... r 
.. I ·. 1: 

taxation of 0ur company ,aslsuch. We are c,orporate citizens 

of the Sta,te and shou:lid. nd ·. be freeloaders. 
. ! i I 

- I , .,, 

SENATOR DUMO~T: ,Mr. Miller. 
I . 1 I MR. MILLER: !Mr. $hoemaker 9 am I right that. if' you 

had no pass'enger serv~ce·~t all and the present'local.and 
. i . . . 

state taxes on railro•ds ~ere set solely· on.· you freight 
. 1 ! I . . . . . . -

proper ties and freight business~. the freight business could 

still be profitable?.• [ ; I . . • . . 
' I . . 

I . MR. SHOEMAKE~: 
i I wr , are still aperatitlg: our 

MR. MILLER: 1No. 'I If you had no: passenger service, 

passengerserv:ice? 

you were relieved of···a.·.n. y·.·.··. 0.1:.11..·g. a.··.·· ti·O.····.n.· ... fo·r··any. 'p· a.···s. reng. er .. 
service and y0u had n~ tax• on -.:passenger facili t1ies, · the 

pres~nt tax system ap~lie~ 1sol. ely·.··· t~ y.o.ur .. ·. f. reig. r1 
.•.•. t .bu.si.ness, 

and. 1.n that sense to :itjropeI!'ty used 1.n freight b siness, · 
. . . ... I 

would not cause the frieighj business to operate, ata loss. 

· MR •. SHOEM,\J{E;f • I~ that obtailled,. as o.f right now 

':: :::l:r::g::r:p:::::o:~ l bfeak-even poi~t wirh re$pect 
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MR. MILLER: That's what appears in the figures . 

. MR. SHOEMAKER: More than that, in a posl.tion to 

have some credit hopes to. obtain money to do some of the 

modernization of,freight f~cilities wh.ichare' badly needed. 

MR. MILLER: Then the logical question next: ls 
,· . . 

' ' 

continued passenger·service necessary in.the. public interest? 

MR. SHOEMAKER: Mr. Miller, let me answer that two 

ways. · Fromthe selfish standpoint qf the Central Railroad, 

forgetting·any question of public interest but from our own 

selfish standpoint there is only one ,cthswer to that 1 we would 

like to be out of the. passenger service as long as it ,is 

impossible to operate it on a break-even basis. But you 

· can't make that kind of a decision in a vacuum. 

The second point is, as a citizen of the State 

personally and as a corporate citizen with respect to my 

company, we firmly believe that the best interests of the 
' ' ' . 

State are to maintainrriass transportation.; that the net 

cost to the State of highway substitution would be far 

greater than taking over mass transportation entirely upon 

the key railroad routes where it is now provided. 

MR. MILLER:· In a sense.t. passenger service ls_, 

essenti:al whether" rl'.:.t ope·rates at a loss .or not so far 

as the public is concerned. 

MR. SHOEMAKER: So far as the public is concefned, 
. . . . . 

it is my belief that it is highly desirable for the 

citizens ard the industries·. of New Jersey. 
. ' . 

MR. MILLER: Are there any public facilities 

then which would be built to attract more passengers to 
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· the :rail service? 
·. •, . . . i '·. 
:MR. 'SIJOEMAKE~: . ! 

·j.• 
I 

on~ of· the reas ns for the . · 

· Aid:erie Plan having be~n- -w: rke<i out by -the Rail Tr~tispor--
. ··. . : l l ':. :: . .·· . ·, ·.. . 

taffon Division and ohrsei es.was'that it prov des a re-
routing·. of th~· Gentra[ Ral.lroad' s mainline ser ice from . . - . . .· ·. I . . . ·. . . , 

. Phi11ipsl:mrg9 .High,,Bridge, I Somerv:i.ll.e ~lainfie d, Westfield, .. · .. ·· '• ' ' ,' : '. ' ·.· .·· ... 1.··.. ! ' .' .. ' ' .·. ' . ' 
· Cranford; into· Newark~ th~ State's largest .. G.it .. Newark 

'' ' ... ' . f i 
has 75, OOCl people a day t t ·liv·e: within an. ar- Ei· of 50 •'' . . . ' ! 

.. rn:i.les and work in Newfrk. ) . It has some 5Q: 9:ooo<· eople l:i.virig 
1· 1 

in Newark that work. i'h the area of 50 miles As ... . I ... 

we al_lknow, a great Jartt, the pepulati~n 
. • . I is c0ncentrat_ecl.: J.n thT 25 '. ·ie area we~t ef \ye 

::a::::e~oute ~2, onr ef![he ~est congested 

: The thinking j has:• een. that part. of, . justJf.ipat:i.on 

. for the St.ate investf~g ca,kital ';'!Oney in th.is 
that it.,would provide 1 a n~t mass.transportatio route-into 

Newark. and thus,·offer·[1:rajl portation w~ich: would .. relieve 
.• . I' 

'the situation op Rout~• 22.j · . . ... r : 
. I th:i.t1:k.that Is ·ari example of h<;>w investment 

·. .. . : . I ' 

m~ght ~isely be. ma<:le:.[Mr. :Iiller, to achie~e t e purpose 
h'.h . •I 1 1 d w ic your question invo Ve • , , 

I ' • 
' ' 

·.c. . SENATOR DUMO]T: ! ny further questions? 

(No· response.) . 

. Mr. Ne~ld, a y 
···! 

MR N .. EE .. L.D.: .·· No 
• I .. 

''. . •. ' . ' i ·. 
SENATOR DUMONT: 

I. 
! 

I 

I ,. 
j 

ank·· you very. mtich 
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. MR. SHOEMAKERf Mr. Chairnian, thank you very rinich 

for the opportunity of testifying. 

SENATOR DUMONT: . Mr. Biunno, yo_u requested an 

. opportunity to be. hea:i;-d th:Ls. morning as you have other 

commitments today so suppose we put you on now • 

VINCENT P. . B I U N N o:· Mr. Chairman and 

members of the Commission, l appear. here today ori beha.lf · · 

of the New York, Susquehanna and Western Railroad Company. 
. . . ' . . . 

It has been 16 years since the Cammissi6ri undertook 

. a detailecl. study :of the pattern and policy of taxation o:f 

New Jersey's rail carriers. The Third Report, published in 

1948, followed closely on the heels of the 1947 Convention 
. . . 

and Constitution, the property ·taX clause in whiCh required 

alteration·of some aspects of the 1941 Railroad Tax Law, 
. . 

e.specially since . the Constitutional Convention was conscious 

of the fact that the tax clause would result in a s~b-

stantial increase in the burden of taxation on railroads 

if there were not changes in the statute, and it memorialized 

the Governor and the Legislature to :reconsider the entire 

railroad tax law in the.interest of financial stability and 

efficient servic_e of these public utilities. · 

It must be recognized that between the adoption of 

the Constitution in November o;E 1947 and the submission of 

the report:·on February 16, 1948, there was :Ear too little time 

to undertake the kind of full reconsideration that. was really 

needed for the.long.range. Nonetheless, the Commission did 

succeed in propos;tng a mechci,nism by which it was possible,by 

a transitional approach, to.prevent the substantial rise in 
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1, 
I I 

burden th t · · · : I · · · h. d. l d f. 5 · · · . · a · was .. ant1.c1pat~d. This was sc e . u I ·· ·. or· a. --year 

perfod ending,with tJ!e,yetr 1952. Und.ir the c~i:-cun\sfances, 

this was thei most th'.t co11d,have been expectf But the 

st~dy c~m~ shor~ly after :rjhe W~rld War II perild, during · 

which m1.l1. tary detnand:s foil. freight. transportat~on ·combined. 

with gasoline rationi:ng .h~d boosted railroad r~venues. and 
I . • I . . ., 

earnings to the. highelst. l~vel that they. had re ched in· 
I I I 

decades. I ,· 
The 1948 R~plort "hlotes an awareness of this unusual 

I I 

circumstance, and it fons~dered trying to gaug the· expected 

economic posit. ion of ~he ~ailroads in the fore+eeable . 

future. But it conclhded'.lthat such a projecti~n.could not 

h b d b. d bl ',. h d .I . h t en · e ma· e eyon . o
1
-_ser~ing t at a st~a y r1.ie 1.!1 t. e 

ratio.of operating e~~ens~I to.operating_revenu~ and a 

diversien of traffic bO other forms of tra.nspo 1 tation, 
, I 
i ' 

made a projection. unr~liafujle 

This one elerhent~I L think~ wc'is peinte 0ut by I . i . .. . 

o • : I . " • .. Mr. Miller's quest1.on1t0 tre,prev1.ous.w.1.tness 1n .. con'F' 

nection .with steps that might be taken to ,incr~ase .the 

b f Th JI.. h . I d h num • er o passengers. . .. 1.~ 1.s not t · e ci.uest;i.on an· t e . . I .. • 

answer to it doesn1 t tel.l:v0uwhat you need t0 know 
. . 'I 

- : .\ . - . 

b~cause••When:.you are sellirg·below cost v0lume. doesn't 

help~ it might simply
1
incr,=iase the loss. What you need 

. . 
l I • -. to know is not the number ·pf passengers but canr you meet 

h. 0 • f h . :. . ii b ' . I . d 
t. l.S questl.On 0 t e 1atl.~ i · etween operating ejpense an, . 

... revenue 9 and the numb~r of i,P.assepgers i5 not neceseiarily 
,i' I 

related to it •.. This l!s quite imp0rta1:1t. 
I : I . .· 

What was in ~948 l prediction has sine become 
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·• 

history -- 16 years of it -- showing not only that the 

economic capacity of the railroads could not absorb an 

increase -in the aggregate tax burden, but that it could noA: 

maintain the level at which the Commission then aimed. 

Fer the year-1963, the total taxes assessed on 

railroads for State and local uses came to $17.2 million, 

and nearly $14.7 million of this was the tax on Class II 

pr ope rty dis tri bu ted for 1 ocal use. 

_ At the Tenth Report noted last year, in Table 5 l, 

., tl:i.e di.~t_:r:ibution of this tax revenue is extremely spotty, 

due· to the inevitable concentratii~m of rail yards and 

facilities along the west shore: of the Hudson Rivel:;_ 

Consequeptly, it is plain that any pol,.ioy recommended by 

this Commission must take into account the impact which a 

reduction in or 1:he loss of those revenues would have on 
the municipalities involved as well as in the distribution 

of the county tax burden. 

Yet, what ia invplved is, in most cases, manageable. 

The table of equalized valuations for 1963, published 

under chapter 86 of the Laws of 19Ei4, shows that in most 

cases the Class II property-assessments are a rather small 

fraction of the equalized valuations. In a few cases they 

are a considerable factor • 

. At the same time, it must be .recqgnized that a 

change of 'formula or, for that matter, a.complete exemption, 

would work unevenly in respect.to the railroads affected, 

and without regard to either the importance ~fa partic~lar 

line or its economic condition. 
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I I . . . 
,· • I • I .. 

A,s a.· qensequ~nc~ p .Jbe. deliber~t:i,o~s-, e . the, Qom.-·. , .. · r- -. , - .. · . ... .· , •-.. 
· tll.issi~n ·aught• to be· ih the c(l)ntext of the w;ide variety, of 

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

. elements wl:iich aff ecd the i ec·enemic·· c,;,ndi ti ens 
·.·,, ,•_·· '•f . ' '., •,: .... ·. ' ' ·. ' ··•·· .. ·. '': ··•.·.'. •· ·,' 

carrie,rs,, evE:n thaughl it. , ill.;;in the,. ell,d :deaJ .. • r;i.mar-P-Y . 

. .. w:i. th·· -~tters _0:f · tax ·p~lict .. · enly. . . . ,,. ·.,, .. ,.· .•.. . . .. • I . . . .. .. , .. 
. ·' . _··.Yeu must-ietj~ll;th~relevant:.fatjt_s p fe:r;-e under . .;,, 

t • . . -
: 1 - . ·- : . . 

taking ta· develap._a :t~x.pel:tcy in.r.espect te 
.1,.- , ,·.· ' . ,.::_ '; .. . . ·. 

carriers •.. This was the t~qp.niqµ~ ;de:v-e;Lapecl: it1 the natural · . · I 'I ' •" '.:, <' '... ' ,· : ·. : . . · ... : .. ,.• . 

:s<:d~nce~~ py .Galil~e 9 ·r~os~ jfQOth an11iver~~ry w s. celebrated 
. . . .. · ·. . ·. I . . . . : . 

. enly_· last0 i:n~n~h. Theffacf. _must_ be gather:ed 

and. ~ccrir~te~yt ~~nl~the{ have been, the .cnei e ef answers •. ' 

. will- •stand eut ~harp ~rnc;l. cl: 
. . . . . ·': . -."i, . . . . . l i .· . .· 

.,_ ~at kind ef, fact sheuld gath~r . i ,- '. . . ' .. 
fer. this. co11tex.t.? .· ~iff3t_, .. ,··,t_ e,~ght, t:o,: hav.~ .,a b,·ie_f _ ... · 

.. eyeluti~nary ·revtew _af tJ1e 0 rail;r,oad,. ·. frem :the · eyel0pmellt 

c,f . U\e. :tealll cap pf a~!' I and : :· ~s ;pacti~al' b~ttis; .ent from . 

t.he public- highways by ~he' English R.ed Fl~,g)~p s .~e, wi<Jely, .·· 

~~pi~d . .i.~ thi, pa~ntrf, ti. eugk::tqe_ ,d~vel_e;~men · .· ef the 
, . . .··. . I . . 

· pri~ate, r;e,ad a:qd _ire_n j rail: as 

. acce.ptEtl;>il.i~.y f. and·· 1:h~n tJ the·· practical dev~1- ~Die11t 9~ 

the tn,te~al. l'o~b~tifn• e~rine and t:p.~ return . C>: th_e. 

hig~:way . I i , . , 
. l, 

I , .;. , 

of t~ de:;n:8:;:~r .. ::r:::r:::a Su-ry . . policies, 

~inty exe~u~e(l th'.a+J~f 11\te~gtate 0\>Ifilller\'e 
'··.·" Cemmis~_ie~., .· 1n.c,lu_d1.1;1g I the f s.tal;>l_1.~hment ef :i:~de:rai l_oan .· 

guaranty• Pi-~>~;i.s,{ens ~~J. 19~{· ap~ ~hei.r a~r~~t. cl~tnise .·.· 
·. . . . , . . : ' . . \ ' 

r 1ast. year. •·. --,, .. 



.. 

It .should have a suitable study of; the 

peculiarities of the financial structure .of railroads 

which have led to the practic~l disappearanc_e of new 

equity capital, a1:1 well as of the major kind$. ·o'.13 expense, . 
. ': ' ·. ,·· 

both for• op_e:t'ations and f,ixed charges, to which the· 
. ' 

revern.ies are applied .. 
. . . 

-lt.shouldhave a careful ~~ai;~is of the economic 

working pf th~ passenger serviCe C
06I).tract · law which . 

uses.a standardized passenge; capaci:ty9ar mile·as the· 

measure of compens.atio~. f OJ; ser~ice wi th,ou t. any factor 

. for the relative cost of the· operation •. · This means. that 

. two ide~ticai .. ~rains.· wi1'1 receive exactly the same· 

compeµ:satic:m ;for-·a_.run~---of .. the same lepgth even.though.one. 
·. ' .·.·.. . , .. _. 

operate.s at a profit and the other at a loss. · 
. ,. . . 

· -. lt sh.otild have a. study of t:h~ c:tuestion whether the 

r~duct.i6n or aboli~ion ~f taxes,-· ~nd the payme-nt of . 

. service: contract supp.Ort .. are etf~ctive. poiicies for dealing 

with th~ pr6blem_or· whether they amount to no m~re than 

putting money down the drain unless accompanied by other 

p_olic:ies that. have a reasonal;:>le chance of getting t:he 

operating results. back in.· the olack~ 

It should examine t6e very perceptive report of 

the Assembly Committee in late 1958 or early 1959,. that 

was prep~red after the ~oming in of the last study l?y 

the Metre>p9litan Rapid. Transit Commission.· 

.·•it should. asce~tain the dir~ctions taken under 

the New York"':Ne~ Jersey -- Transpo~tatie>n Agen~y Compact, 

.. as establ;ished by chapter· 24 of the Laws of 1959, enacted 
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i ! I 

as a consequence of rhe j••embly Committee re ort. 

It should ~paly~e the. effe6tiveness of the use 
. . . . ·. ·.. .. I 

to which the revenues of 1 the Commuter Benefit~ Tax Law . . . . I 
have been applied. · ·. ·· j . 

. It should have :t- viewed the provisio s of the 1948 
I . I 

Railroad Tax Law to 1sce~f~dn whether the obj~ct . of bringing 

it into line with th~ le{fer and spirit of thJ new con-
' 1 · stitutional tax clau~e·wa.S in fact achieved i all respects. 
i Ii 

It should. a~aly:z;~ the•.relation between the 
, 'I 

assessments on Class Irr :dail property and other real 
• . • 1 l . . .. . 

I I . • . • 

property taxed locally at: local rates, before and since 
I I • , I .. 

the establishment, iri, 195[4 9 of means for estimating the 
• • ' I •• • • • I 

~xtent to which aggrdgatei local. assessments re~lect · 
i I ·1 

approximate · "true vaJJue" .: I· , 
i , . I 

It should e~a~in!~, especially for tho~;e municipali ... 
. 1, ', I · ·.· .. I . 

ties. deriving the maj1or p[irts of the Class II '):ax, the 

·· analysis of business ]pers:onalty assessments deteloped 
. '· . I •, . 

.• •• • • • 
1 I I . . · • . 

under the first studyl of "tihat subJect, made la t year 
I i I . 

and just reported'in February. 

. • With these, 
1

"nd +her facts that will doubtles.s 

occur to·:the Commissi'
1
on a1d its staff, it will be 

possible to turn to a'1 mea1ingful consideration. of tax 
. i , if 

,. 1
1 

I 
. .I . ! d . I . 

policy. 

In the publif int
1
erest, a soun · tax pcHicy for 

the kind of pr-0blem htre f~ced is one that wilt encourage 
1 I I ... 

the taking of steps cifd ac:/tion by all. concerneJ aim,ed at 

making it p'ossible. to I prov1.·de :needed.· service, •.~· .. ··o meet 
expenses, paytaxes a~d earn a fair return on.·nvested 

f . , . . 

. :!~ ! . 

I 
I 
I 
I 

I 



:. 

capital~ The Commission cannpt hope to solve_the entire' 

problem~ But what it does in the area' of taxation must 

be compatible with what n1ust be done, sooner or later, 

in the other areas. This will take keen pe;r:-ception, 

imagination and courage. 
. . . 

Insofar as Susquehanna is concerned; it would, 

like any other enterprise gladly pay a larger tax than 

is ,now levied upon it, if it were only J?Ossible to 

operate under conditions that would result in earnings 

sl.lfficient to justify .the ta:>ees. Instead, it has been 

compelled by the State to pay taxes which are in dispute .· .· 

as.to amount before the review of the _tax has been 
. . 

completed -- a requirement not imposed upon any other· 

person subject to real property taxation -- and to engage 

in wasteful litigation to establish the correctness .of 

its position. 

Iri: the a;r-ea of tax equity alone, progress has 
-:;_, . 

been too slow. It was on Mard1 11 1 1957 ..... nearly 7 

years ago and on the same day as the first Switz case 

was decided, that our Supreme Court, in D. L. & W. v. Neeld, 

denied to'a railroad the same relief it granted to a_real 

property taxpayer in the Kents case, nearly 4 years later, 

but which has not yet been fully applied to Class II 

property. 

Tax cases bt;tsed on discrimination are difficult and 

expensive in the absence o-f a rule like that laid down in 

Kents, but at the administrative level, where the bulk of 

the tax ~ppeals still repose, the rail~oads are still 
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,. . .. I 
denie.d the constitut~ional, I right commat;i1~,d py t~e United 

States Supreme Court tin tl}e Hillborough To~n.sh. { .. p case,. 
I i I . . . I . . 

decided 18 years ago 'lin r,spect t. o. Ne.w Je .. r ... · sey.· "jax 
law. That case laid 1downcl the rule that the .14th 

Amendment, in establi!shin~ equautY. o.f tr~atmef t, requires 

. that Wh<!re discrimin~!tion, li,ppears. the State . ~trlf must 

under:take to remove 1.it, a~d that. 1. t may not 1.m ose upon 

the person discrimina:~ed ~gaipst the burd~n of cor;recting 
. . , I 

it. 

The point hals soJetimesbeen made that the 
. ; i I . . . I . 

valuations on which Crass f jII assessments '3.re based are 

C>l;>soJ.ete, and hence t~at tre rule. of Ken ts cantot be 

applied unless. the. ra}lrotld first est;ablishes 7 1 by proof, 

the current full true:, val1;1]e. · : 
.. Th O t • I ! I d f. t . ! . . f O t · .·· e poin • .. ·is,, unsoun . or . wo reasons: · 1.rs , .. 

•• I I 

I · I it is the assessorYs ?urdErr and duty to establish true 

value; in the Neeld case, ~he assessor said he'was 
. I . . 

i ' C 

assessing at true val1e b~bause the s.tatute sq .directed; 

in lat.er Cases he claimed +hat he did not knoW !what. the 

true value was-= deswite :l:tis certification of 'an.amount 
I i I 

as constituting true. ~
1
alue: ~- an~ so, he s~id~ he could not 

. . ! I . - ' i _,· 

determine whether dis~rimijation existed.· 

These statements cannot both be cor:.rec .. t. ; . , I •. 

Second, there\ hav:e been numerous· wholesale 
. . . !. . ! 

revaluations of real Jrope;Jty in many municipaliti..es,· but 
I .. · . 

it, is believed that iri no Jase -..; or if any, I . I . . .. 
few -- . has the revaludtion lw:ork included the. 

• I . . . , . . . . . 

rail property in the J,ame ,titunicipality 7 , thus 
I i I . .. ·. . .. 

18 

I 

then but a 

c1fass II · 

c.ortamina ting 

i I. 
I 

I 

I 

I 

I 

' 
v~, 



the whole effort with the same defect that was strµ,,ck dowrJ. 

in Baldwin v •. East Orange. 

Whatever else this Commission may do, it must at 

.least direct attention to the compel.ling. need to era~e 

promptly this cqntinuing inequity of treatment as .between 

Class II real property and other real property taxed localiy. 

And if, in any c;1.rea of its work, the Commission 

should find a need for information, analysis, study op 

.other material, the Susquehanna stands ready to cont:riibute 

all it can to the development of a. sound solution to this 

important problem. 

We have available, and can supply,.condensed 

tabulations showing the· extent to which Susquehanna's 

fixed dept was reduced at the. end of 16 years of 

bankruptcy reorganizatic:m in 1953 .. 

We have available, and can easily update, summaries 

of the a.nnual out-of-pocket·loss on passenger service, the 

freight ea:r;-nings, and the total earnings before fixed 

charges. 

We have t:cibulations of the working capital 

position. at: the end of each. year. 

We have,.analyses of the loss from passenger 

operations, showing that total passenger revenue comes to 

less than half the cost for crew wages alone. 

We.have .condensed analyses of passenger counts 

from varioµs areas, both intrastate and interstate. 

These, and other like material, are available 

to the Commission for the a.sking. It need only indicate 
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i 
i. 

' 
i .. '. . . .. . 

the ·materiai· d,esired 

as possible .. 

'it :will' be. provid~d a's'}:'·.promptry_ 

SE.NATOR DUMONi:: .· A 'y questitins' ot" Mr/'13•'untio? 
!_. . 

ASSEMBLYMAN TAlNZMA. : . Well, what fs the ptis':i:tion' ot 
· ·.•·the S1.1sq.uehanna? 

the .. Central 'Rail~oad paiid a: d what their io's"ses ere and" ' 

how they came 'about O - I! thodght we might' h&v-e C s6 e figures 

. _ from. yoti 
' 

as to.' wha_t ybup op1 rations ;-might be. ·· . 

MR~ BIDNNO: Il·wil1 .give 'you' what ire ha 

don't. nave final 1963 f~gur 1 s yet.·. We. wii1_)have''·them ~ery 
; .. 

shortly. I ,. 
\, ·i 

·t:axe-~ are concerned,"tlie 1963 ;i.gures are 
\ : . 

two hundred· e'ighty~~ine j plut · thbusands · £6r Glas~ I· ~nd·, Class 
. I ·.:. . . . . 

· III. taxes. I tm sorry •. : Is t1 at right? No, ::$5.6 ·88''.f6r 

Cla·ss' 1 ·:a.nd 'class III·. c1mbi~Fd~ Franchis~ t~X'$ , ooo· •. · ·Malting 

. a t~t:aL for: St~te use: o1 .. fi11ty thousand' and wet· 1 round off' . -. . - . · I. :.. ! . - . _. r 

three hundred dollars~ . I· i 
Class II taxe•sj were $65,553 .- And 

cat.egories $12sj 841 •· : 
{: 

·both 

Now~_ the ~osf . . . .. figures I have on 

. and.· earnings . are as of 

. are muc_h different or 
d of r62. I .d~n~t elieve-they 

· to be-. much for the· . 
. J .. • 

end, of ;6-3> (. · 

The passenger d~t.:.o ~pocket· loss' f o-r· I .. 
\. . 

. was .$177 7 604. Fr~ighf ~arn:il gs were 
. . . I . . . . 

The' combined e~rnirf· s, before fixed 
,. 

a deficit of $233 7 85'4 ~' I " 

year· 1962· .· 

$56,250. 

.. Working' ca~ita~. at he ~rid of ··· 19_62. YliiS . a; deficit .· 
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of $1 1 173 9 029 after rn~ki'ng allowance for long-term debt 1 

due within one yearo 

ASSEMBLYMAN TANZMAN: One other question 9 .. what 

are your suggestions as to the solution of this problem? 

MR. BIUNNO: Well 9 I don 1 t think that anybody can 

suggest a solution tOday. It's not that easy. If you 

will let me give you an example 

ASSEMBLYMAN TANZMAN: .My point is, Mr. Shoemaker 

pointed Out what would sOlvehis problem. 

MR. BIUNNO~ Yes. I don?t think taxes will solve 

Susquehanna '.s problem.' That vs the point I have tried to 

make. 

A great many answers have to be developed 9 of 

which the tax policy is one 9 and this Commission can't do 

anything about the other policies 9 yet what it does do in the 

tax field should tie in 9 integrate 9 be harmonious with what 

is don~ in the other fields. 

Take the Class II tax 1 for example. The largest 

single item there is the tax 6n waterfront-property· in 

Edgewater. Now 9 Edgewater is not served by the passenger 

run. That runs on the line through Paterson and into 

Lincoln Tunnel, Edgewater has no interest at all in 

whether 'Susquehanna Carries passengers· or not. They have 

an interestiri the tax revenue. There is no connection 

between .. the two except the Susquehanna owns the land and. 

pays taxes on it and runs passenger service somewhere else 

to sustain the loss" These are very difficult things to 

relate to each othero All I can say is that when you are 
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in the red all around you've got to cut everythihg you can 
: . I 

and anything you cut will help. . 
I I 

ASSEMBLYMAN TANZMAN: Is your assessmen~ on the 
I . 

land in Edgewate3: higher tb.4n on similar land owhed by 

I 

other people in Edgewater? , 
I 

I 

MR. BIUNNO: We think it is. It 1 s in cburt. Part 
. . d . . 1h d . . · I· is in court an part is, in 7 e a ministrative reriew stage. 

I don't know if yoJ know the stretch, if' s a 

piece of land just north of ,the old Ford Assembly Plant. 
I 

The docks are all run down ~nd the piling is no longer 

useable. It suffered from ~ry-rot, I think theylcall it. 
I I 

It's silted in. If somebodYJ really needed waterfront 
I I 

facilities, you would have to spend a lot of mon~y to make 

it use able. And if you wanti
1 
solid land 9 I suppo!e 

I I 

could find it much cheaper s 1omewhere else and yota. 
I 

you 

wouldn't 
! 

have to fill it in" 
. I 

So 9 in 1 the shape it,Vs in, this isnit wo:irth much. 
I 

It has been put on the markelt for sale. The besitl offer 
I that was received was at a level that would prod1ce a 

value~ oh, maybe 80% 9 no 1 about 70% of the assessed 
I 

valuation, and that buyer didn't have any funds do the 
• • • I price didn 1 t mean much. There have been some bids 

received quite recently which apparently do have Isome 

funds 9 at least their cq.ecks were tendered with ~he of.fer, 
I 

and these Tun, roughly 9 one-quarter of the assesJ
1

ment. 
I 

I I Now 9 what this means 9 I don't know anymore than 

you do except that it doesn't look good. We coulld argue 

about what the value is 9 I suppose, forever 9 or ~hether 
I 
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it's in line with everybody else. 1s. 

ASSEMBLYMAN TANZMAN: My ... question was, is your 

assessment in linewith the adjacent owners. 

MR. BIUNNO: This is what's hard to say. The 

adjacent land is developed,in good shape, is filled in. 

ASSEMBLYMAN TANZMAN: I don't kpow your property 

so I can't debate fhe point with you. 

SENATOR DUMONT: Mr. Davis. 

MR. DAVIS:. You operate only a few passenger t.rains 9 

don't you? 

MR. BIUNNO~ That's right. 

MR. DAVIS; What is the gross of that passengkr · 

rav:enue}l? 

MR. BIUNNO '. Do you know what that is 7 Mr. Gilman 7 

currently? It has been changed, you see,·. with the service 

contract made last July 9 the" .last six months of the ye 9 r. 

MR. DAVIS: DidnYt you attempt to abandon all of 

your passenge.r business? 

MR. BIUNNO: There had been proceedings, we went up 

to the U. S. Supreme Court on it, and then there had: been 

new proceedings initiated. before the Public Utility 

Commission in 1963. A.nd then,. of course, when thg service 

contract.was negotiatedone of the.clauses required by 

the .statute is a covenant not only to discontinue any such 

proceedings but to actively resist any. So 9 of course, 

that proceeding had to be dropped at that time in.order to 

enter into the• servic.e. contract. · ·· 

Ar.e you talking of total revenue, Mr. Davis or --
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I MR. DAVIS: Total gross passenger •. 
'. I . 

, I 

I 

MR. BIUNNO: totall gross passenger - · w,ell, before · 

the service contract which altered the picture Jom.e, and 
I ' I ' 

we don't have figures ~n it -- . I · 

' I 

I . I MR. DA.VIS: Hcpw muph do you receive fr1m the State 

on the service contraci? 1• ; · 

MR, BIUNN0: fhe r~te is, I think, sorr+hing like 

$22,000 a year - is itt . I . . : 1$4.9 '000· 
MR._ GILMAN: ~o, if is now on a basis of 

I 

a year, but that is autlject to the provisions of. the con-
I I 

tract which is in process. 
1

our revenue last yea~ was in 
I 

the nature of $44,,000 dnd o'lilr loss, as indicated!, was 
I $177,000. I 

i 

SENATOR DUMONT: 
! 

I 
E¾cuse me, but would you identify 

I -
yourself for the purpps!e of[the 

I 

record, please? I . _ 
I 

:E. H B. Gilman, Vice Prefident;of the 

Susquehanna Railroad. >,I 
i 

I 

MR. BIUNNO: Ip 1962 

passenger service was r!ough~y $48,000. 

our gross revenue trom 

·· l I 
~R. DAVIS: Yo: loslt $178,000 after you I received 

$49,000 from· the State?! , .
1 

ijR,. BIUNNO: N?, I 1don 't have the '63 ftgures, 

Mr. Davis, which would fncll~e that, The •62 f'i~ure, 

which was the last full I year
1 

we have· figures on, I- $48, 000 

revenue, $59,000 for mafntenrnce of equipment, $122,000 for - 0 

well, $106,000 for crew!wage~, and other miscell,neous 
I . 

' i terns br,inging it up to $123,000 for actual oper~tion; 

general expense $25,000 totr,l·out-of-pocket $21~,000 

I 

I 

I I 



as against the $48,000. It has provided an out-of-pocket 

loss of $16),000 to which there is then added related taxes, 

payroll taxes, vacation allowance, health and welfare, of 

$10,600 9 bringing the whole operating deficit to $177,000. 

Now, it 7 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 agaiu, 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 running much under capacity? 

MR. BIUNNO: No, I don v t think so. I remember being 

told by the· fo-rmer .. J2r.esident 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 

run up the loss. The trouble is that the run is too short, 

you see, itis 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 canvt 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 1 
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I 
I 

you would lose more mdney?i 
1 ·- i • 

MR. BIUNNO: !TherJ I s a limit as to how many you 
I - I -

: ·• I 

can put.in a car and.then ~ouive got to put another car on. 

MR. MILLER: 1Well J I grant you that an~ then you 

Th I . . h h I h. 
run up you~ expensesP • .··~.1ques~ion ~S W·et.err cars ·as· 

· now operating and sust!aini~g this loss are operating 
I ' I 

under capacity, since rou~et a State payment b~sed upon 

a passenger capaCity lier Cr mile - you are beifg paid /'or 

capacity even though y;ou c~rry no passengers. . row, . the 

question is whether YOf do1carry as many passenrrs as you 

are being paid for" I i 

MR. BIUNNO:. The State formula is one [I do not 
i I 

understand. It doesn't pa~ for passengers it pays for 

. . ·• I . 
Now, is this spact beirig 

space. 

. MR. MILLER: 

. used? 

! I 
I • I Right; . 
. I 

I 

MR. BIUNNO: If ydu 
. . I 

I put an extra .car on, you 

get paid for it whethep anyibody rides it or notJ 
I 

MR. MILLER: . That 1ls true. 
! MR. BIUNNO: So yolu 
I 

put on more cars ttan you 

the st,te. That's would run if you weren!1 t geltting paid by 

perfectly obvious. 

MR. MILLER: 

being used. 

MR. BIUNNO: 

MR. MILLER: 

of utilization of the 

MR. BIUNNO: 

I f'hen filY question is, is 

! I 

:r;;Jo 9 ifts not being used. 
.· . I 

Then lthe losses are due td th.e lack 

I facilfties provided. 

th.e 

I 

I 

space 

No, ir•• not because when we didn't 



have .the car on we didri.' t. have. any. demand to put ·a'..·car.·•: ; ... ,, ., . 

. on •.. There was no demand for that ~xtra car. 

•. MR •. MILLER: ... And they were. still .unde~u-sed. · 

.· MR •. BIUNNO: · They were used to full capa.ci ty. ,of. 

what w·as on the:r-e • 

. MR. MILLER: Well,. are yo'll not being paid to con-. 

tin1.:1,e the service you had before rather t:han, ·to .in.prease it? 

MR. BIUNNO: . 'I'.hat' s right. 

MR. MILLER: So.·you are not putting .. anymore cars 

. on, you . are . be in.g paid- not to . ~ake them off •. 

MR. BIUNNO: .There were cars put on that.were not· 

there before. 

MR •. MILLER: · There. we:r-e? 

. MR. BIUNNO: And that's the run. in the middle of 

the .day which I unp.erstand got es.sentially no passengers 

at all. This makes no sense to me but that's the way the . i 
law is written • 

. ASSEMBLYMAN .TAN~.: · · At whose. request were 

·t:h~se cars put on? 

MR. BIUNNO: .. I :think the local commuter groups. 

for some years. have beeninsistingthat if. there were:more 

runs ava.1.lable there would be. t11.ore passengers and this 

was the po.int of experiment to find out which it is •.. 
I • • • • • • • • . 

MR •. · MILLER: . The. chic~en. or the egg. 

MR.BIUNNO: '.f.l).e tptal'number·of pe(:)ple is roughly 

. som.i:rthing like 200, · 200 peopl~ ,.t:hat. are. served by this. line .• 

· .. A~SEMBLYMA.N .TANZMAN,: Is. that till? 

MR. BIUNNO: That's .;right. About.90% travel 
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in to New Yotl City, ~nd tle larger portion of ~he 200 
! I ·1 are from Paterson and 1 East 1

, which area is very heavily served 
! I 

by other means of tradsporfation~ 

I understand
1

thatlin this experimental period 

there was some increa~e in ii passenger service b t not to 

the extent that it would make economic sense. 
I 

MR.. MILLER: iin ybur statement you saild that there .. l . : I are other policies - tjther than taxation? I tak
1

e it - that 

would have a reasonabte ch,nce of getting operabing results 
1 . . I . •.. · t . 

back in the black. I 
1
wondered whether on the basis of 
i, i. . • I. . . . 

the Susquehanna 1 s expe1rienoe there was any publ c action that 
i : 
I I 

might be looked into t)o th~t end. 
I I 

MR. BIUNNO: i\Nell 91 IYm sure there is. 
1 • 

MR. MILLER: 

MR. BIUNNO: 

I . i . • Do you have any suggestio s? 
I . . I 

iI amlnot prepared to go irto it right. 

this minute but I woulh be glad to send down a ~emo on- it 

if you find that of in~ere1t• I 
MR. MILLER: fell ,I the people running the business 

would probably ha\re thf· be+ idea of what mightlbe done. 

SENATOR DUMON'r: M;r., Biunno, you m.entiined here 

the compelling need to 1

! eras:e the inequity of c1.ll ss II 
I . I 

real property tax. Not, the Susquehanna paid $q5,553 
1 I 

in this' type of tax in 1963
1 

and you got, accordfng to M:i:·. 

Gilman, about $49,000 in cobtract for services. I Are you 
I . 'I 

·.. ! I ·. . asking for more contra9t for service money nextjyear? 

MR. BIUNNO: · I donl1·t think there is an~ 
: ! 

connection between the two, II Senator; / j 

SENATOR DUMONT: Well 9 are you going td ask for 
I I 

: ! 
i 
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anymore in the next year? Are you already asking for more? 

MR. BIUNNO: I have no idea" There has been a 

hearing held just recently and a ruling by Commissioner 

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

then, depending on what his findings are, negotiations 

would followa At this point we are not prepared to say what 

it will lobk like. But I don't see any connection, 

Senator. 

If a man owns some real estate in a factory and 

makes some product or other, the fact that the State may 

buy his product and pay him for it is nothing to take 

into account as to whether his real property tax is fair 

or not. The State is buying service here. 

SENATOR DUMONT: Well, I 7 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 enabJ,ing them 

to pay their property taxes to some degree. 

MR. IHUNNO: That may be true in one sense --

SENATOR DUMONT: It 1 s not dedicated money butitvs 

•MR. BIUNNO: I.don 1 t know whether it is possible 

to generalize on it. In our case it means that we are 

continuing to suffer a loss that we might be better off 

without and be still better a,ble to pay property taxes. 

In other words, if we didn v t have a State contract -, 

to continue our passenger service, even though we would 

still be in the red, we would be far better able to pay 

our property taxes than we are under this method. And 

I say 9 they have no connection. It may have been somebody's 
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motive but I don Y t think tTuey are really relatek
1

• 

SENATOR DUMO~T: Were you Counsel to Gpvernor 
I I . 

Meyner at the time that this formula wa~ devise&? 

MR. BIUNNO: No, I was not. 
II 

SENATOR DUMONT: 1he contract for service? 
I 

', I ·. 
MR. BIUNNO: ro? it was after I left. I 

I 
SENATOR DUMON:I': ~our railroad? I take it, would 

like to get out of the: pas~enger business entir ly. Is 
I 

that right? 

MR. BIUNNO: Not i!n and of itself. I think they 

want to operate and maj<e m~ey. As Mr. Shoemaktr said, 

there is no particular\ distJ
1

aste for the passeng~r business 

if we could find the ahswerfs as to how to run it and 
I i 

let's say break even. 

SENATOR DUMON'f': Aire 
I 

you making any effiort to 
:, I 

pick up your passengeritrad~? 

MR. BIUNNO: :r und~rstand 
... 

siderable effort in thJ las~ half 
i 
I 

contract was made. I 

there has been 

year, since t+ 

I 

con-

service 

SENATOR DUMONT: wiiat 
I I ' 

has the S1.·squehanna enqeavo1ed 

attempts about an, economy 

to make ·9 economy lin 
I 

1. 

operation·~ _ I 

I I MR. BIUNNO: We 1 ve:cut about everythinJ possible. 
I 

Salaries have been hea,lily 'fut. Tbeyare cuttinb their 
I I 

~ff ice e~penses · .. They 1

1

have i
1 

managed to get some \ery 

inexpensive office spac:e of~ered to them. They iimply 

have to, you see 9 because tije continuing deficit! creates 

quite a cash problem. 
I I 

i 
I 

I 

do 
i 
I 
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SENATOR DUMONT: How large is your.operation? 

Mr. Shoemaker ment1oned the· number of miles of track they 

operate and the number of employees on their payrollf etc., 

how large is yours? 

MR. · BIUNNO: I think I will have to check that 

with Mr. Gilman. 

MR. GIT.MAN: About 70 miles of track and 300 

employees. 

SENATOR .DUMONT: Is all that track in New Jersey? 

MR. GI IMAN~ Yes~ sir. , 

SENATOR DUMONT: You don 1 t happen to know off ... 

hand what your payroll amounts to annual.ly, dO you? 

MR. GILMAN: No 9 I don it have thaL And as far 

as economies 9 we 7 ve reduced some 705 employees to 300 

since 1955. 

SENATOR DUMONT: Is your railroad contemplating 

. any merger·with any other railroad or railroads? 

MR. GILMAN: We have applied to be merged in to 

the Penn:.. Central merger. 

SENATOR DUMONT: Suppose you did 0 11:1ot get any. 

increase in ybur State money on contracts for services, 

beginning whenever your cootract year starts, do you plan 

to continue ybur present passengei train service or were 

you contemplating.abandoning it? 

MR. GIIMAN: Our present application to the 

Highway Department contemplates reducing from 5 

.passenger trains in each direction.to 3 passenger trains 

in each direction. Naturally the compensation will adjust 
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as between 5 and 3a 
I 

SENATOR DID:10NT: And they all run betJeen Paterson i . . I • 

and Edgewater is that it? 1 Are they the .two terminal 

points or.what are the terminal points? 
I . '1 . MR. GIJ.11AN: :.No,. f he passenger service. is· between 

Butler and Susquehanna Tra1[1sf er which is in Norl,th Bergen . 

where the passengers a.re transferred into buseslwhicht~ke 
• . I ·• •• I .. • 

them through the Lincqln T!nnel to the Port Aut~orit~ Bus 

I I Terminal a 

SENATOR DUMOo/ · And presently there a1e . five 
I 

trains~ day in each ~ireciion. 
. I 

I I 0 MR. GIIMAN: :Yes 9 1 sir_. 
i . j I 

SENATOR DmvtONiT · 7rom one terminal to I 

fhe other, 

. is that right? 
i I I 

MR. GIIMAN: Thre1 from Butler to the Susquehanna 

Transfer and two· from jNort11. Hawthorne to the suij. quehanna 

Transfer,. in each direbtiotj. 
. I 

SENA'fOR DUMONil': 9arryingapproximately 200 
, ·1 I passengers a day. I 

MR" GilMAN~ . krom 1the last count we had!.~. in the 

eastbound direction we\cartj:ied.311 and in the w4stbound 

direction 211, this iu~icat!ing a 100 increase if the· six 

months of having had, ~p unfil February 10th, t~ree 

additional trains in d1ch d 1irection. We doubled the . 
. f , I . . . :I . s·o(Jf 

service rom three train$ . tp .six trains and got a .·. 1o 

increase in our _busine~s f~om 200 to 300. . I 

SENATOR DUMONf; H~w long ago· did y0u <lo tha:t: 
I . ! 

doul?ling? Six moi,ths ~go? j> 
! 

i 
£2 
I 

I 
I 
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MR. GILMAN~ July 1st. 

SENATOR DUMONT~ Any other questions? 

MR. BECK~ Do you have ariy federal guarantee loans 

outstand.ing at the moment? 

MR. BIUNNO: There was a loan. -·what was it, 1960? 
.. 

MR. GILMAN: $300 9 000, which is being paid off, and 

a $550,000 loan to purchase three new locomotives. 

MR. BECK~ May I asl<., Mr. Biunno, in yru r statement 

you have given us a number of· suggestions here as to what 
' . . . 

the facts are that we should bear in mind, what we should 

look>to in.our considerations of your problem 9 and so on 9 

. ' . 

and you have indicated that tax relief will not solve your 

-particular pnoblem • 

. MR. BIUNNO: No, I don't think it will solve the 

railroad problem i$csbdb . 

. MR. BECK: All right 9 the railroad problem. 

Now, "I would like to know, based on your experience, 

exactly, what is your specific recommendation that.this 

Commission can consider to assist you in your particular 

problem. 
; . . ' 

. MR. BilJNNO: · You mean as to what the policy 

should be? 

MR. BECK: No. rim.asking you, what do you 

want this Com.mission to .do. I have read your statement 

so I don't want you to repeat it. 

MR. BIUNN0~ I think you should first of all, 

as a minimum, direct attention to what I have pointed·out 
' as the inequity in.treatment of Class II properties and 
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I 
other real properties.taxep-

1 

difference. 1 
- I 

l think if y!u chrck 

~hat there are differ.inc·. esl, in the statutory pr~dvisions 

in how they are handled. [f you don't pay you real estate 
i I 

taxes on Black Acres 9 1
you are charged 7 or 8% i

1

nterest. 
I 1· '.· If you don't pay your 
11

Clasj II property tax, yo[U are charged 

12% interest. There is a ~ifference. There is no reason 
I I 

for it and I don't thilnk the Constitution permits it. It 
I' • I I 

shouldn't be there.· And if you_ don-' t _ pay your ltax on Black 
! · I - . i 

Acres you 9 as owner, ~re not.personally liable ior it and 

can't be sued for it, ;the ~ost that can be done is take 
,- ' 

1 i I Black, Acres and put it :up for sale and see what fOU can get , I 
for it. But if the r~ilro•d doesnft pay iti .CL ss II 

I ' • prope~ty tax on one parcel~ all of its property in the Stat~, 
I 

I i 
real and personal 9 and1 all lits revenues are subpect to 

being reached for the paymJnt of that tax. And this is a 

difference which shoul1d be !erased. 
i 
I i 

There are man~ otHers, if you look through the 
I - ! 

i I statutes. So, I say, you must look at these things. 
1 I I 

MR. BECK~ Ar~ you prepared to submit a memorandum 

'! - I along those· lines? I , 
MR. BijUNNO: I wouild be glad to. I 

I l MR. BECK: It 1
, woul1d be a great help to us, and 

particularly to me. Ii woul
1

id like to see what y '.u consider 
I : I 

to be the injustices ap.d thie inequities of what !you have 

just indicated to be tjle ~o~icy with respect tolClass II 

property and the policy, with respect to other real 
1 1 I 

1. ·1 
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property. 

MR. BIUNNO: It's a very large subject and my 

thought was to kind of outline how big it was --

MR. BECK: I appreciate that. 

MR. BIUNNO · --,, and if the Commission has interest 

,in this area or another area we would be llappy to prepare 

material in some depth in those selected ~reas ,rather than 

attempt a comprehensive review. 

MR. BECK: Well,. what I am driving at 11 in addition 

to that 9 is that before Mr. Shoemaker mentioned that his 

specific recommendation is for the elimination of taxes on 

Class I and .Glass III properties and also Franchise Taxes 

and perhaps a 50% reduction in connection.with taxes 

involving Class II property. 

recommendations? 

Do you have any specific 

point. 

l 
MR. BIUNNO: Nothing of that sort 11 no 9 not at tliis 

MR. BECK: Do. you have any other specific 

recommendations? 

MR. BIUNNO: I would like to say. this 11 that when 

the transcript of todayvs hearing is complete and I, have 

read it I may very well have some comments along those 

lines~ I would like to hear what the others say 9 too. 

MR. BECK: All right. I'd.be pleased 9 wouldn't 

you, Mr. Chairman 9 to receive that. 

SENATOR DUMONT~ Very much so. 

Are there any other questions now of Mr~ 

Biunno? Mr. Miller. 
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· MR. MILLER: \ Vin}: e, in your s.tatement yo~ ref~.;I?··• 

to Ke,n·ts CaEte· f::lnd µ:se( the phrase;. nbut · w~ich: · hrs· not yet 

'been·. fully.· applied tel Cla s · lI proper.ty." .As· Ir recall; the 

_ Ken ts Case, i.t pr. ~vid.~d. f~_-_r. the CODUllon 1~:l +erence
1 

and 
woulp.n-!t. you precll.:ct,) bas1d upon the dec1:s;ion. f: ·that. court 

h. .. h.. . . f. th ... · j, .•· . d O . 0 • 0 • h 1 . t. ere:, t_ a_t 1.. · · .· ere 
1
i~ a y •. 1.scr1.m1.nat1..on 1.n·, ••·· e ;.va. uat10.n 

.. I 

of: CJass; I;[ propertys~rid the-r ·real property ec.·.rail\ro.ads, 
i ·• I ., , . 

have ·a remedy that. th~y d "d not: have. be:fore? 
' . .• !. .. · .. -·· ' . . ' ·. ' 

MR. BIUNNO: fWell ,·: it ha,s_n' t bee.n 'tri'y' :x:pe:t:'ience yet:. 
i 
I 

-MR. MILLER:· [·Well•11 .· what would, he y•our. j;)redicti:tm?' · .. 
• I - -

i 
·• · MR. '.aIUNNO·: .LWell1: I ·don't •kn:ow~ · Ho:w long?'•, How•.i .. 

t . . 

many years? -Will .it .still! be .. bpe·:rating .when :L ha:ppene;?;_> . 

. . ' MR: 'MILLER:' ,i:Wherl-, does ·the railroad ' ndust·ry; now 

stand' so: far as, approichinki equality of burden:- through:.;,,' 
I r , . ·. . · i .. ·. 1·-: ·. · . 

· that route, namely, ai;t appr~l? 

' ' : MR. BIUNN0 :C lwe11\~ I don, t. know· ·about other 

railroad because Ihafen'tlb:en involved .in an of the"· 

other tax cases 9 - the- inly. tne I've handled: . Ke~ts_ doe S' 

not apply unless you.· put 1.n proof of value and. in -those· '.:ic 

c~se•s; wher,e we; did•,. thJ proi.f s of value we : put\ o . \was n~t · 

· .th,e,,value that was·' seJ •... st,:•• L.ean' t answer•yoµ ·, question .. · 
. . . .· . . .. · .. I . . 

in any, meaningfuL wayJ .. : ·· 
. . ; ·1 

: , 'MR~. MILLER: · \Well •wo'!lld, the :railro'ad·s< not be• ·:::' 
I 

. prepared 'to ptiti in'. prdof O: valµe?· ·, ,:,, 
. I 

. I . 

MR. BIUNNO: \ours ioul·d•not •. It's/c;t·e·~ .fbly':•· 
! 
I - . . 

expensive~ ,Mr. Miller~: .It ·S. terriblY"-"expe:nsivef . .t:o get 
• • I 

i 

reliable P:r::'Obf of valuje· am1,my pcH:iitio~n'is,that,it's ; 
I I · 

. the assessor's .job to ~et· ~roof of value-~. , So· w en he, sends 
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me a sheet which says that true value is $500 9 000 9 he ought 

to be held to that, prima facie, and if the local ratio 

is only 50% that ought to be good enough prima facie" Now 

I think somebody else ought to come in if he wants to say 

the true value is more and show that it's moreo 

MR. MILLER~ Well 9 this is the problem every 

property owner has who wishes to show discrimination. 

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 that respect? 

MR. BIUNNO: It is, considerably differerit. You 

have pieces of land which might be 5 by 20 feet which is 

the tail end of an abutment holding up a bridge and they 

tax it as though it were something you could sell 9 and 

it isn't. It might be und~r water in a river running 

along the right-of=way. It do.esn't get any attenti~n; it 

is treated as though it were Black Acres 9 as though it were 

a·farm or land usable for a gasoline st~tion or what-have-you. 

You see, part of the problerp, is due to the fact that your 

· ·main line is defined as being only· 100 feet 9 physically 

it might be 120 feet somewhere for geographic reasons 9 

for topographical reasons. Everything outside - you might 

have a cut, you might have an embankment - everything outside 

that lOOfeet is ctinsidered Class I1 proberty 9 taxed 

locally. But this isa regulated utility. 

·MR" MILLER: These appear to be practical problems. 

I don 1 t minimize that but I am asking you whether under 

the Kents case the railroads don 1 t have the same standing 
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any other property ownet would have in the c1ourts. 

MR. BIUNNO: Theoretically they shJuld but 
I 

i I 

I haven't seen it administratively. 

MR. MILLER: That 1 s all. Thank yoJ. 

SENATOR DUMONT Mr. Neeld, any qu~stions? 

MR, NEELD: No questions. 
I 

SENATOR DUMONT, My recollection isl that the last 

time there was a revaluation of railroad property was 

somewhere around 1911. l
1

When Mr. Neeld was Slate 

Treasurer he recommendeq two or three times lhat the State 

appropriate about a hal~ million dollars to help with such 

a revaluation. I don 1 t jthink he got the kin1 of support 
, I 

he might have been enti t:led to rece.:Lve from fhe Legislature 

and the Governor in those days. That 1 s purely a 

recollection. Is tµat right, Mr. Biunno? His there been 
I 

a revaluation of railro~d property in the la,3t 50 years? 
i ' 

MR. BIUNNO: I have heard that. I ~onit know 

how accurate that is. II understand there arl adjustments 
h . !, • • I -

tote entries. The records begin with whatever set of 

books was set up along wii th the Public Utili iy Commission 
, I 

and there are additions to it, subtractions rrom it. 

What you have is really a mixture. I don rt think you can 
i 
i 

even generalize on that.
1 

I 

SENATOR DU.MONT~' A,ny further questions? 

Thank you very much 9 Mr. Biunno. I 

MR. BIUNNO~ Thank you. I 

I 
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ARTHUR S M I T ·H: I must explain to you gentlemen 

that I am.not a tax expert or anything of that kind. I am 

merely spea.king for a commuter group who wants you to know how 

the public feels about this in the hope that that may help. 

It seems to. us fhat it is a little beside the point 

to go deeply into this ·question bf railroad taxes when the 
. . 

whole business is altering so much and so rapidly. Before 

you go too deeply into taxes, you want to know what there is 
. . . 

to tax and then a,fterwards you can get to work to decide how 

you are going to tax it and all the rest of it. 

'Now I·would like to read you the statement: and answer 

your qtiestions afterwards. · I have come.here chiefly.to.answer 

your questions now or la.ter by mail.if you have any later. 

·The·problem of how to tax the railroads is of how to 

milk a dead cow. It were better to restore life and lacta.tion 

before we try to be good ghcmls. The problem is·· thus· two£ old. 

Stage 1. Railroa.ds lead a double life. · They are 

carriers-and they are also operators of private highways. 

They,_· are two distinct and separate functions although they work 

together. They don't loss money over all on the carrying. 

The· loss is in operating private highways in competition with · 

public highways which are built 9 maintained; policed and 

signalled out of public funds. Our officials do not accept 

this fact, but they cannot disprove•. it. So they· ignore it and 

pretend that it doesn't exist. But it does persist.· Outside 

of this country every railroad in the: world exCept one - that's 

the Canadian Pacific - is government owned and government operated. 

Since the trouble is not political hut ecohomic 9 it 
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does not respond to ptjliti6al cures. Governmenf operatiqn 

always· brings little ~mpro{ement but great. lossl. Without i!;oing 

deeply into economics 91 we will s·ay that the govlr,nment can 

rightly an(! properly ~uild and.maintain highway~ in competition 

with nobody; but it.·hc.ai,.· nbot ,lpr~per·l.· y e.n. g··. age, i~. t·•.·.·•.r.e .. bhusiness of 
carrying 9 or any ot er1 us1.ness, incompet1.tion\wit private 

enterprise.. Now t.hat rema1k. has nothing to do ,l,ith politics; 

it's purely academic e~qnomics .1 

Therefore we ~eje.9t nationalization or any other form 
. ! I ' • 

of socialization •. The] goveJrnment should t~k~ oyer what are. 

now private highways and .convert.them into public highways 
. . . . . ' . . . I .. . 

I . 

and stil:l. develop themi as r,ai.l high:ways. . This JouJd leave the 
. , . I . . 

railroads with the rolfing tstocl<~ depots 9 power hoµses 9 ware--

houses and all staticrn1:ry a
1
~sets except the permanent way. All 

. . I r. . .•.·.· J carrying would be. done I by private enterprise. ]'here would be 

no 0 f oreigni'i lines. That 1 s a railroad term. ' Itl means lines 
.. 'i .· . .·· . 

This would nullify some 

: I .. 

other than the one youiare working on, 
. . . i I 

bothersome work rules. 1
• 

All this cann~t: be done overnight. 'As' a start, the 
i . i . . 

government should assua;te the costs of the permanent way,.leaving_ 
. I . . . I . . , 

any conveyancing unt~l:later. In effect, thi,s Jiould be a very 

large subsidy, but it. Jouldlf be ,only what is pro~id.ed as a matter 

of course for all otheJ lam!l carriers. It wou1J do no more than i · I . . . . . .. 

. . 

put an end to partiali~y ari.~ it needs only mere bookkeeping to 

put it into effect. Bl.it it wot1Id take money •to [Work it and.by. 

(the same principle of ,qual 'gustice 9 this money should come from 

exactly the, same sourc1s as inow provide the stat1e highways 9 

I ' I ·1 

turnpikes and ur1?an an~ cou~t;ry roads. If it: doesn 1 t 9 you will 
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have to provide those roads. So you have to spend the money 

anyway. Management engineers can suggest what to do, but the 
. . . 

method of doing it is for tax experts and for them only, and 

tax relief alone is not enough. On that I am sure you are 

all agreed. 

Railroads are already run with the utmost economy, in 

fact, with too much of it. They should be run with the utmost 

efficiency, not by officials or semi-officials 9 but by railroad 

men, directors, executives, technicians and management engineers, 

etc. They must eliminate the wastes which arise_ from obsolete 

equipment, union racketeering, outmoded working methods, 

d'uplicat.ions of service, infrequent service, which causes a 

great deal of waste when you come to look into it, mossback 

management and then some. In the West the railroads just about 
. . 

break even as things are. With modern mentality and modern. 

methods they can make profits. But modern meth_ods go a lot 

farther than anyone has yet gone. They involve a great d.eal 

of automation, a great deal of electronic control,and we no~ 

seem to be'coming into a new era. So far nuclear energy has 

not been usable on railroads becauie of the riski of escape 

of radio-active substances and partly because of the weight. 

But as I talk to you now, those problems are being overcome 

and some day - it may be soon; it may be late= we shallun-
'. ' . . . . . 

doubtedly have nuclear power on the railroads. So when we are 

subsidizing and modernizing and remitting taxes and all that sort 

of thingr; ., · that is · one of the things that neecls to be remembered" 

The whole thing is changing all the time. 

Now apart from the permanent way 9 any subsidies that you 
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give should be for the. methods that would be used by any 

. •. I 

other moribund industiry in j like case o. Adopt,· adapt and 
. I I I 

improve on what has Slrcee1ed elsewhere. Some If you gentlemen 

. occasionally get memo1:1anda I from us in which we report to you 

t~ings which we have ~oted I elsewhere .. and have s~cceeded and 

which we recommend you! adopt, as and when you ck
1

. no' We and 
I I . 

many others have been ['off e:uing ideas along thes~ lines. Our 
. . I 

ideas are revolutionary,. . Jome people think they are anarchial •. 

But they are business.: ThJy are in the public tnterest and 

they do work. That isi why 11they are anathema to\ various vested 

interests and their pubpet~. That is why officials who cannot 

measure the effects· of wha~, they do dare not spcmsor revolutionary 
. I . .. . I 

ideas 9 even when.those 1.deas are somewhere trie1.and proven 

and you can I t blame th~m fo\r that. At least thJ ·ideas we 

offer are less revoltit~onat than nationalizat+, Which is 

the only thing in the rorldl that has worked aft4r a fashion 

! I up to now. 
i 

Well, gentlem~n, that is as much of yodr time as I 
.1 

would like to take in ili.rging you :t;o getthethi gin order . :· ' 'i. ' . . 

first and then think alhout taxing it aft~rwards • 

. But our thoug*t in] emphasizing th is po 'nt is this: 

All of this. tax talk. hJs be1n directed to helpilig the railroads. 
•.. . . I . i; , · 1 

But there are other pelple t,,ho need to be helpe1. Our legis-

lators are very hard pqt to I make ends meet ,and 9 iif we can 

restore or revitalize Jny ole industry so that i!t will earn 
• 11 . I ,': .. . 

profits which alone cart yield tax.es, then we are helping the 
. : ·. I 

government as well as the industry and both things.need to 
I ' •· · I 

be done and that is on~ thitg that should never ~e forgotten. 

I 
a2: 

i 

I 
I 
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Now we come to the second stage. Assuming that the 

industry is ma:tdng some money and that_ it can pay some taxes{, 

it doesn't greatly matter what methods are used for restoring 

the profits so long as the profits are restored. At the 

present time, I don't think anyone is really doing anything to 

solve the railroad problem except the railroads themselves and 

they are doing what they can to pull themselves up by their own 

bootstraps. But I am very much afraid that the various govern= 

ments and official agencies and intergovernmental agencies and 

all the rest of them are talking a lot, studying a lot and_ 

getting nowhere. Any fool can confiscate, but unless we can 

tax without confiscation, there will be nothing left to tax. 

At the best the profits can come only from small beginnings 

when the earnings will be low. By that I mean, when you make 

changes, you can't expect much return for a little while. There 

is a wide gap between this yield and the_ vital needs of some 
;. 

towns whose present level of revenue is the only alternative 

to bankruptcy. 

Some, like Jersey City, have large. areas of railroad 

property. They depend on their property taxes to pay for 

police, schools, roads and all else. Their ov.er .. all taxes are 

already relatively high, You may not agree as to why they 

are high. Some of us think the government might have been 

better in the past. But the taxes are high now as compared with 

other towns and when they are already high, you can't say to a 

town, 1'/Look here, you must excus~ such and such a railroad of 

its taxes, ''I withing doing something. So our idea:· is 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 w~ich are taxes 

on gasoline, licenses, pro,perty a~d so on'. al~tough ~t might 

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

are going to excuse the r~ilroads their taxes 9 [have got to 

come from somewhere and our idea is that the stiate has a 

responsibility to pool thoi,Se losses 9 spread thJm over the whole 
I 

industry and not charge th:em against one. It ~s all very well 

to say 9 nHere, you are robbing Peter to pay Pail, 1" but Peter 

has been doing so well out of the state and Pa~l has been 

doing so badly that you haven't much choice in ithe matter. In 

fact, I'll say you. have no choice in the matte~ because unless 

you do something of the sort, you are going to lhave to spend 

money hand over fist for roads to take road trdffic which has 
I i 

nowhere to park when it gets to the end of the !road and which 

is going to be unsatisfactory for travelling a~yway - for some 
. I 

travelling, that is. 

As I say, poor areas like Jersey City !cannot grant 

huge remissions while the luckier ones grant ;elry little. To 

make the adjustments, you would need a special ~oard or council 

or working body or something of that kind. Thel cost of equating 

the present rail taxes fai:r:-ly and justly among f11 forms of 

transportation could then be allocated by this ~card. But what 

is fair and just? We have studied this problem1 for a good many 

years.- :in fact, in my own ,case for 40 years= knd we think, 

although we ffiay be wrong, that taxes should be rn a basis of 

passenger mile or ton mile. Now that is going fo be hard to 

work out. But that is the basis of 

That is the basis of your earnings. 
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should,be on that basis or onthe basis of net income.· It 
l 

could dono more than approximate absolute justice, but it !would 
... 

come nearer to jus.tice than anything we have had. 

Now the mode of collection is immaterial. The one 

thing that matters is that in the final reckoning and working 

the collection must he· as fair as is humanly possible, t·o · all 

.parties. This again·is'not a matter for passengers, it' is 

·for experts, for tax experts, and as mentioned before, it·would 

probably need a permanent bureau of men who,,._know the stuff 

and wh.o are working on the job all the time. 

Another source of taxation in our opinion ought to be 

a tax-on the use of interstate toll bridges' and toll tunnels. 

• 110h;" you would say 9 ''this is all very fine 9 but nearly all .that 

tax would have to be paid by one party 9 the Port Authority. 11 

But that is already actually the case in many towns all over 

the land. Over and over again you see in a sm.c1ll town one 

factory pays the biggest wallop of the tax and it is a just tax 

because if it is' worth money to use these bridge and tunnel ' 

facilities 9 it is also worth money to get to them 'and to have 

access to them. 

There is another angle to thiS and that: is .that a 
large" part of the use of these facilities is by out-of-st;ate 

traffic<;: they merely· rti:ake a convenience of our state, except 

for paying highway tolls and they give no service· within the. 

state; 'that is, some of them. Some, of course, are serving people 

in,the state. Now these facilities are owned by monopolies. 

They yield ~normous revenues tovested·interests like the Port 

Authority and· some ,of _these int~rests block rail development 9 
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regaraless of cost arld inievery way they dare.I !'low that.is 
i the P. or. ti. a very serious charge; to raise against \ .Authority •. But 

if any of. you gent.le,en w. ... u.ld lik.e .m. e t .. · Q substrntiate it 7 

I can talk about it I:ater I at some other time. 
i '· 

I 
Now if these.1

1 

pariies lose revenues, il is not unfair 

that they should lose! thet4 because by doing soi they are repairing 

.some of the,damage wh~ch ~hey have 1'lreadY·clo1\t to the.cause of 

tr9-nsportation as a wrole .] . We don.1 t have to h~ve their cooper- . 

iition for thi.s. If nked tje, we ca!! place a tot L barrier 'It the 

entrance to every one: of their facili t.ies.. ou7 tolls added to 

the existing tolls world e1ncourage. the -removal I of some of the 

excess.traffic from t~e o~ercrowcfecfstreets 9 wiich is a very 
I . I 

serious proble1'1, in i tself_9 'I and. the tolls tha.t lfe collect would. 

help to finance alter~ativ~constructions to wtlat is already 
I ' . I 

there. 

Of cotirse, t~e .beSt way to collect thre tolls would 

beto get the Port Authorify or whoever has th7 facility to 

collect it for uswhi:1,.e thry are collecting'th~irs. . 

Now let me s~m upl. Levy taxation witH.out confiscation. 
I I o o . I • . 

Levy only on earnings •
1 

Sufs1.dize only the deveilopment of earning 

power. Subsidize lavishly ll Levy on all types iof transportation 
I . ' • I 

on the fairest basis 1hat fan be :re~ which as:I far as we yet 

know is, on profits pet: pasrenger mile o:r;- per top mile. 

SENATOR DUMONT: Any. questions of Mr. ]Smith? 
I I 

(No response.) Thank jYOU yery much. . \ 

MR. SMITH~ ']hank 1you 9 sir. I. didn't think L 1 d knocked 

you. all as flat as a11\.thai. But anyway 9 thank you very much. ' i ' 
SENATOR DUMONIT': ]s there anybo<;ly els.e who has to . , . I • j • 
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. ge/t on before Noon? Mr" Taber = Tom Taber. You are Chairman 

of the Board of Public Transportation of Morris County. 

T H O M A S T. T A B E R: Gentlemen, if I may, I will 

open my remarks by just:1 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• 

resultant revenues to meet expenses, one of which is excessive 

taxation. 

On behalf of the Board of .Public Transportation, Morris 

County, I wish to express our wholehearted 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 permitting us to express our views on this 

most.important matter. Public transportation is a public 

necessity and consequently it has become a public responsibility 

to insure its preservation and improvement. 

Our reason for submitting a statement on railroad 

taxation is that we represent the oft-overlooked 9 and sometimes 

ignored, public interest in the matter - that of the residents 

of New Jersey who are dependent upon public transportation by 

rail. 

You.will be interested to know that this Board has 

no selfish or self-serving interest in the matter 9 and that 

its members serve as a civic service 9 .without remuneration. 

Taxation is recognized as being indispensible.in 

mainta:Lning our way of life 9 .and consequently none should be 
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exempt from it, Every individual and corporatilon should 

expect to pay his fair share of the tax burden in proportion 

to his capacity to pay, The true 

taxation should be to insu;['e that 
' shall be taxed equally and, fairly~ 
' 

objective of I any form of 
I 

I " • all who are 9ubJect to it 

Taxation m~st never be 

so unjustly burdensome as to be confiscatory 0~ 

I 

I 

to impoverish 

the taxpayer, 

Because economic and other conditions jare constantly 

changing 9 methods of taxation and tax policy a~so must 
I 

constantly undergo study and revision to correJt inequities 
I , 

and to eliminate loopholes· in the laws which h,ve permitted 

those benefiting from them to avoid payment of [their fair 

share of the tax burden, I 

I 
Unquestionably 9 railroad taxation is ojne of the most 

important requiring review at this time ,and onej which indicates 
I a need for substantial revision, Since our Newi Jersey railroads' 

are performing a much needed public service by ~auling 
i 

passengers - and they are doing so at a loss - iit is contrary 

to simple justice 9 as well as to the public.int~rest 9 to 

continue' to tax them far beyond their capacity fo pay 9 and 

much more heavily than is done in any other staite. The mere 

fact that New Jersey far exceeds any other statb in the burden 
I 

of its railroad taxation is in itself sufficient justification 
I 

for prompt remedial action in order to bring ou~ railroad taxes 
' I I 

down to a fair basis comparable with other statfs. 

New Jersey is not,unique in having a l~rge amount of 
I 

its railroad track mileage in yards and termina~s 9 for a 

similar condition exists in the o.ther nearby Ea~tern Seaboard 
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States, including Massachusetts 9 New York 9 Pennsylvania 9 

Maryland 9 and Virginia. Consequently, there is no justice l 
in New Jersey exacting a higher tax on such property than 

do the other comparable states. 

The railroads in New Jersey are properly public 

utilities since they provide a service for the public 9 as do 

the gas, electricity, water, telephone and bus companies. 

However, there is one overwhelming difference= the railroads 

are not "protectedn utilities - they have no monopoly rights 

in the areas where they serve as do the gas 9 water 9 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 9 but their competitors, 
l 

the busses and trucks, are privileged 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 New 

York Authority, which gives them an advantage not available to 

the railroads. 

If, in the State of New Jersey, the railroads and 

all of their competitors were required to operate under 

exactly the ~ame set of regulations 9 restrictions, controls, 

benefits 9 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 s4ch material 9 which, 

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 feet 9 ahd will provide fina4cial conlirm= 

ationof the gross tax inequities against our ~ew Jersey 

railroads which all 
I 

knowledgeable people know t[o exist and 

which morally i O I are and economically wrongo 
I 

As representatives of .the taxpayers ofl New Jersey who 

use rail passenger service 9 we wish to state folr the record 

that it is our considered ~elief that the publib interest 

requires that excessive and unjust taxation of lour railroads 

be ended. I 

Common sense 9 as well as simple economtcs 9 tell us 

that we cannot permit the New Jersey railroad~ ~o cease 
, I 

providing the vitally=important passenger servibe on which 
I I 

so many of our taxpayers depend 9 even if that i~ what is 

' d bl h ' : 0 • h . f' I ' 1 1 require to ena. et em.to :maintain t eir inanpia so vency" 

1 ' h I ' Converse y 9 we cannot expect or permit t ese corporations to 
! 

, , I 
be forced into bankruptcy because they continue] to perform a 

deficit-producing passenger service which is reijuired by the 
I 

public" While we do not be.lieve that excessiveltaxation alone 

will force them into bankruptcy 9 since many other factors are 
I 

involved 9 including acts of omission or commission by the 
. . I 

railroads themselves 9 nevertheless we are certafn that excessive 

taxation could well provide the final push thatlwould force 
I 

them over the edge. I 

I ' h The fact that the State of New Jersey recognizes t e 
! 

necessity for the existing 9 and often inadequat~ 9 suburban 
I 

passenger train service 9 b~ paying the railroad~ under contracts 
I 

to maintain operation of specified trains 9 in nq way off se.ts 
! 

or justifies the continuance of excessive taxat~on of our railroads" 
I 
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It is probabl~ that if railroad taxes were lowered to the 

point that they were fair to all concerned 9 there would no 

longer be the same urgent need for large rail-passenger 

service subsidies. 

When one thinks about it 9 it really is ridiculous 

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 until the next taxes are due. 

New Jersey railroads are now taxed four ways. The 

corporate "Franchise Tax11 does not presently amount to enough 

to be a serious matter 9 and thereby warrant action, other 

than a review to ascertain if it is consistent w.i th rates levied 

in other states. 

The "Class One" tax 9 .which is the tax on the main line 9 

is justifie~ inasmuch as almost all of the other states levy a 

similar tax. However, it appears that·::.the rate of tax in New 

Jersey is far higher than that exacted in any other state. 

Therefore 1 we urge the State Tax Policy Commission to advocate 

a suitable lowering of this tax to the point of the national 

average 1 or that of any group of states comparable with New 

Jersey. 

The nclass Three11 tax is assessed against personal 

property 9 such as cars, locomotives 9 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 loss, the railroads are being 

·taxed on deficit-producing equipment, which is obviously·un:Eair. 

This is one reason why railroads get rid of this equipment as 
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I 

fast as possible. I 4 is ;he strong reco~endalion of this 

Board that all. "Glass ThreeH taxes on equipment j etc., used 

for passenger-carryirig putposes be eliminatedt .. • 

. The controvdrsiaL ·uclass. Twou tax applies to real 
i I . . 

estate 9 structures 9 :e:tc, 9 '1not included in the 1tClass One H 

category for taxatiorh wi Jh the proce
1
eds from f his tax going 

to the municipalities! in Jhich the property isl assessed. Due 

to.the area covered b(y exJensive yards and te,.inals in Hudson 

County 9 several munic:ipalities in that county obtain a large 

' f h O ! d i 11 .f h O I h h . percentage o t eir t,ax o •· ars rom t 1.s source, Even t oug 

these · .. ·properties may. :be oJer-assessed and overltaxed at 
• 1 · I 

the'present time, it wou;td. be economically unwtse and unfair 

to sharply reduce or ,~lim~nate all "Class Two'' I taxes until 
' I • 

some provision is mad~ fo~ payments to the munf~ipalities in 

.lieu of the tax re.venhes ~hey would lose. How!ver 9 this Board 
I I ' I ' 

recommends that as a starJ toward more realistic 9 equitable 9 
i , ·• · · I 

and practical taxation 9 inqtass Two';! taxes be eliminated cm 
• i d. O . . O O l • property and structur~s us

1

e in connection witLL passenger=carrying 

purposes. If there a~e f~cilities which are uled jointly in 

passenger and freight! ser~ice 9 the Board of PuJlic Utility 
, I I · 

Commissioners should ~eterrcnine what should be ,11ocated to 
I I passenger=carrying.purposes~ 

I 

i i . 

The state must ma~e up to the municip1lities .affected 

any substantial loss in ta~ revenue resulting from reductions 
• : •• • 0 ·· 0 • I . · 

in 11 Class Two"'V tax raf able!s. Since the obJect jof preserving 

and improving rail pa.~seng
1
er train service is to help reduce I . . . 

highway congestion an~ lesFen.or defer the nee, for new highways 
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in urban areas, thus saving highway construction costs, 

perhaps the necessary funds should be supplied by the State 

Highway Department. 

The cost of providing adequate alternative mass, 

trarisport·by busses on highways, if rail suburban passenger 

service should be sharply reduced or eliminated, would be 

astronomical. Existing highways could not handle the increased 

traffic, so many new superhighways would have tobe carved 

through thousands of homes in built-up areas in Union, Essex 9 

Bergen, and particularly in Hudson County· since due to its 

geographical location along the west bank of the Hudson River, 

all highways-must funnel into that county. In addition to 

the fabulous con'struction cost of these highways plus the cost 

. of their subsequent maintenance, the loss in taxable ratables 

to the communities through which they would be constructed 

would be staggering . 

·Obviously both common sense and the public interest 

require us to get the maximum potential benefit that can be 

realized from our existing tB.?{;.,paying (not tax.,,dollar eating) 

rail passenger lines. One important way to help achieve 

this desirable goal is to promptly put railroad taxation on 

a fair, equitable basis so that tax discrimination against 

those who are losing money in providing a vitally.,,important 

public service will be ended. 

Now if I may add an item which.of itself is not 

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 
\ I 
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f·or use to improve public I transportation facit ties and set-vices 

would. be to levy somej sor, of an. income tax ot the tolls 

collected by the'. Port! of New York Authority flci,rl .. use of its: 

interstate bridges anb .tun.1 nels. Tf the Port .
1 

uthori ty could . ; . I . . · l . 
be charged a tax 9 feei 9 im:gost 9 etc. 9 of only ftve cents for; 

. I I I 1 

each toll per vehicle( col]ected, it would harqliyimake a dent 

in• the swelling revenhes 1f that affluent bodJ
1
. l but· would ! 

make a very worthwhilf an1ual contribution to,~he two stat~S, 

The state in which thi ve!).icle started its jojfey or,paid 

its toll when collections are made at both ends should receive 

the tax for the toll ~aid. I 

One method olf reducing. congestion at! he· interstate I . . 

tunnels and bridges durinJ the peak rush=hour Ieriods, eastbound 

from 7: 30 .to · 9: 30 A.Ml. and westbound from 4: 3 1, to 6: 30 
I ! 
I I 

P.M., and at the samej time providing additiona funds for the 

two states, which colild bj used for improveme1i of public 

trans"portation f acilibies land services, would 1 ! e for the state 
I I I 

i • i • 
to place a 50 per cenf sulcharge on.tolls paid during those 

. periods., This wo1.1ld fo s9m. e extent discouragt unnecessary 

travel during peak hours 9 · lbut there· would stil be enough 
i I I 

vehicles paying the surchlrge to brin. g in a t1·1., y sum. of money 

to the: two states, Trank you very ~uch, 

SENATOR DUMONT: Any questi·ons of Mr~ Taber? 
' . I 

MR BECK Ml . T ib . . • . d I • . · . : · a er, you mentione. a vacating a 

. bl 1 ' · f ' h d1 · .11 · · · h sui ta e. owering O f e , 
1

. ass=One tax more c1rsist.en,t wit 
I i I 

the national average. i Do you happen to know wfuat the national 
· I I 

average is at the mom~nt? · 1 

MR. TABER: fo 9 sir~ I. do not beca:usJ I didn't bring 
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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 deal 
; 

higher not only. than the national average 1- but. what I wanted 

to point out•is that I feel that.the nation~l average is 

not fair~ The average that you might want to consider would 

be that of the states which have similar and.operating 

problems that we have in New Jersey. A state like Nebraska 

or Kansas where a railroad enters the state and the. main 1:1tem 

goes right through it and out the other side is very,.different 

from your seaboard terminals. Therefore, I.think it would be 

improper to try to.compa!e the New Jersey situation with a 
state or a group. of . statEB which were dissimilar. 

MR. BECK: In connection with your statement that 
' you feel that the Class Two taxes be ~harplY: reduced or 

eliminated on property and so on - yqurecognize.the prob~em, 

of course, so far as the municipalities.are,coµc~rned - do 

youhave.any.specificrecommendation as to how to make a 

municipality whole?. 

MR. TABER: . You have the situation in New York, 

. 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, Lwould 

not advocate that we .. try to reach this ultimate goal all in 

.one step. I feel quite strot).gly that if the Class One tax 

which goes to the state was.comparable with comparable states, 
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we are on•firrrt ground; ody can fault us on:that. 

The same way/ I think tha . · the Class Three ta s: ·ori. passen~er-
. . I . . . . I 

carrying.equipment anr so 

they are deficit-prodrcin 

is· that on the Class · 

on ·~:1-ould bef1elimiri.a ed because . I 
. . . . . ! 

; actually~ ·And ·my · rst: suggestf on 

'ou just consider it nitially bfi! the 

· ··passenger terminals~ · that means· ave:· ·obvidusty . . . . I 
a smaller. amount to al ith ·and ·an .· ch it·would l;be 

i 
much easier for the sate from s~me other sou e to compen~ate 

these,mUnicipalities.jt ~uld be the·1a~tpelkon to·recomthend 

that where the munic.i~ali ies, the ones J.n Hull9n county being 

' ::: ::::s:~t B:::,got t tb:o::r:~g:::~i::i t:er:::::e 

ourselves' .L with ;spe' bifi ... relations.hip t.·o the 'Class Two ,• I I 

recommendation that Yf u a e making ~-· to prope ttes· and 
. . . I . •. . • . . . . . ' . l . ' 

structures used in .cohnec ion. with passenger.;.,l rrying service~ 

.. MR.' TABER: .· res, sir,' T 1:hi)ik that·' the most 

important thing •·at ··thf s t ·me" 

. ,"S.EN.AToR•··otJMo~· T: ·. 'other questions Mayor Tab~r? 

. ·. :MR. MILLER: i'I' w s interested in· the · bservation 
. . . . 

. . I 
that- the pro;blem of tjhe 

. othe; ,, taxpayers. in tNat t. 

·meet·:· their fixed· cha~g·es" . 

ilroads as. taypayer . . . I , . . . l 
ey don't ~~ve .. enoug·I. 
· Of c·ourse; other t · 

. . 

price:...cost sque~ze' to end with and I wondI' 

· 'i:ase ·of the ra'ilroads,, if you limh · yoil:r'~_elf I 
facilitfes:·; and deai · .. ith. he tax ·on them, whef 

/ I I 
way approach·the pri9e ... co,t•squeeze therailr 

I j . 
d·escribing and in th,t wa - ·, solve the 

I . 

i 
I 
I 
i· 
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MR. TABER: Merely I would say to that, Mr. Miller 1 

we·realize as a practical matter Rome wasn't built in a day 

though they say it was burned down in a night and that we 

are not going to get these tax inequities, all of them, 

straightened out at once. My feeling is that if we can make 

a start - any start that you gentlemen are able to.recommend is 

certainly a step•in the right direction and indicates that 

justice warrants such action. 

Then as you get further into it 9 I know you will find 

· · what would be the fair and proper thing to do. 

MR. MILLER: I was thinking of the Central Railroad 

figures this morning, $700 1 000 tax on property used.for 

passenger service, Second Class.and First Class, and Third, 

. I guess - a $6, 000, 000 annual deficit. Would that be much in 

the way of pubiic action to keep the-Central running.if you 

limited yourself to passenger service? 

MR. TABER: Well, that is again a matter which I 

would defer to the railroads them.selves because our concern1 . 

the point that' I want to present 9 was that of the suburban· \ , , 

homeowner who uses the s.ervice. It was not my thought today 

to take the time of you gentlemen with anything,except this 

one subject. I didn't want to go into the matter of operations 

or any of the collateral subjects. Next week, I will be down 

to·make a statement to the Appropriations ·committee•on the 

matter of the service contracts. I feel that.that has nothing 

to do directly withwq.at we are talking about today., ·r·think 

the railroads like{ any, other industry or like every one of us 

in this room - we only have.one pasic problem - to try to keep 
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. I 
income ahead of outgo!. I we do th:at, we. are.· 11 very happy •. 

' ·. . .. . . 

--MR • :MILLER: In _hat case would fa.re -' 

ncreases be• 

· just:':as. logical to ex1amin.: as tax decreases? , : 

· MR TABER· woi1ci say. this, ihe ex rience wi tqj · 

fsre incres:eS in ~a~fsengr sex:vice has provei th<it .the li 

,of:· <lii:ninishing retur1s .ap • l.ies a~d al:o y~u.al ~ef~ati_ng lhe 

t~ing that you a_re t71ng to ~o in: m~nn~~:in~nf and the_i~piove- · 

ment. of s:uburban. and. urba · .. rail or pu~i3:-c tr.9.l port: ~~r~+Cr 

• -·. becaus~ we ce_rt;airtly-. are • ot overleoking. the·• l • s,ses 'in this,; 

. one. of using the for . of · u~lic transportatio whtch best meets 
. . 

· a .. particul,a:r _ :n;eed. :Now t at· can be. a bus jus .. the same _as· it 

can be rail.· 

. Now .the experien_ e has been in, .. tates., _ in .· 
- . . . . . . . . r 

other: areas,. ~uch :as rhi],. 
. '. '. ' t-

f are _plus i~p~ov:emen ~ls . in 
volume •. I th1.nk_aga1.r;YO 

The·• family ca:r h_as belcome 

delp;hia, ~'hat a ~ewj 

service 11.as re~ulte. ;_ti•_ 

. get, back .to •,th_e qu 
·, . ~- . 

.~uch a part.·of .t~he· · 

life 

'J;hey 

that I hsve µei hborlw;o dQn 't 

t~ke t'he ca! to go. o blpcks 6 

ing o_f the basic 

much greater 

tion of volume • 

·erican way qf 

ever goin,~ to ceax -.t]e:. av rage person .who is w dded to hi_.s: 

car torle. ela1. va:l:tehep .• _.CUC_. rl. hcomt:re 'is te pro'(ide him + h an s>ttracti ve' 
'_· __ fast, l:J 9 l:J nsportation servicer 

going• to cenv:i,nce hiJ ·. id• to his '!,dvanpe to le!lv" the 

· . c,iar home, NOW that '4 an .1"1£ll1 l0n&.•winde!l 'fii't_·. · qf_ answ~ring 

_. yo4-r question. ,l}U'l;: II tbJ,; k th_e answe;r ·does;, nl ·_· lie .in increas..; 

•. ihg fares. I think +ch . f the answe,;-,, to!l.s>Y '.t~~. matti,r: of 

improved public t;pansfP9.r~. service, J~es ;,i:n r:ea~: $peed and 

i I . 
I 
I 
I 
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cpnvenience.of _service. 

MR .. MILLER: _ - Under that second head wouldn't you add 
"). . . . 

that convenience. meat1s that the established transportat;i,on, 
. ·, ' ' . ' .. 

_facilities.have to take the passenger where he wants to got_ 

-not where - they wer.e located fifty years ago.? _ 

MR. TABER; Now, Mr. ,Miller, this. is one, that we could-

talk about_ for_a long, time. Yourtraffic,patterns ch,.ange and 
: ' ., . .•. •. ' . 1 

. : . ' . . '· 

I'll ev~ri goso far as,tomake a forecast_ that within ten ye,ars 

you are going to see such a face-lifting in_lower Manhattan 
. . . . . .. 

- _south ·of the Brooklyn_ Bridge that there will be a reversal of 

the. trend that has bee~ -going uptown and it. will come back __ 

downtown ag;ain. So who,knows? In Chicago they have a very_l:lappy 

~itµation, as•· I thinlc yo~:}<.now. The so~called loop area: where -

the business district.is has railroad terminals-coming in Ort 
_ the per~meter, anq. probably,. 75 _ to 80 per cent of tl:i.e _ people 

__ who . commute to Chicago walk from .-the rai:troad -_ station ·tq tl:leir 

destinati:on, whicll. is a most- haJ?PY sitl,latione But_wl:1.en you 
- -

_ look at Manh.-?-ttan Isl_and, which :is_ stretched out about ten 

miles, it wouldn't make any differ.eri.ce yhere you put y<:>ur t~rminal 

it1 Manhattan; you.could. only accommodate a relatively small 

percentage. of the people.-_ I_ will say ;this: I .fee-1 tha:t th~ 
. . . . 

transfer from relatively comfortable suburban-type railro13,,~ 

equipment to the crowded SUbway~type cars of -the JJ:udson -- Tubes 

. or anything else should be -made -a·s- _clos,e to th~ riverfront -as 

pos.sible in ·order to .shorten the passenger's inconvenie1:1.ce or 

--discomfort to the min:tn,ium:., 

MR. -MILLER:_ Thank yoµ. -
' ' 

SENATOR DUMONT: )1aypr, beit1g·, p:ractical, because you 
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'h;ave spent· a number o 

- have . been . 'chairman 9 I 

as the Mayor 'of' . disbri'-~rtd _yJa 
9 of this Board: bf ·· ublic. Trans 

portation ev~r since 1· ts c: e.ation, Ji~ve.n • t' yo 
County"? 

MR. TABER: es, ir. 

SENATORDUMO.T: ..,_ what do· yoil.have ' 

.of r~placement,-dolla· for dollar, to the loci 

. for their loss of rev nue . 'n the event we r¢c 
: . -· (. 

the Class Two tax? 

County' which i's wherr the bite would. bJ. 
·yes, sir, for'this reksonl Hudson County 

'business income and. v1ry l;ttle. practical u~e ' - -I - : I 

a.nd gets. ort. the ferry cir t e tube and goes to· 

:in? Morris 

municipaii~ies 
l 

end a change in 
i 

say 9 

de;ive .·any 

.tlie·pas~enger 

station 

They 
who gets off an Eri~,=cck~ train 9 walks .. 

are not benefiting, ve • m~ 

there . wasn} t the rivet : .. :y a::a;:,,t::~::J· i:\r::::: t 
. . t _think thai.:J oblem wolild· . the barrier be.tween t 

ha~e been -sj:raightene· 
. . 

·you:: 

· · will be' amused to kno . I -have '.a beaut if u f rorn 

· Les1i~'s W~ekly.of 18rls wn°ch shows the NewY' k City Tran:~it 

C9rtu11issi6~ :-.ln· s~ssion s~,~d ing. new eqU:i,pment ·_ 

rneanl_ 8s7 .... sof impr,ov~ng pU!·. ~i~j ransportation .in N .d:Lty. 

in .. _ • So this-is loth1-

SENATOR .·DUMONT: 

·. dollar re.place.me.nt wotld 
could. be.diminished ftom 

. tran~ition to' some~.o-titer ·_ k -. 

I 

think·that·.t s dollar;.,fot ... 

to year 9 giving time for 
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,· . ; . ,; .... 
MR.' 'TABER: ,: l :would' S)ly' Sertato±'~ that 'that wduid be 

a stopgap or initial· step -beca,use. everything is. ch~rigirig · 
. y . 

. .-. : . ,,1.:::: .... 

·and: it 'may ·well. b~ tha_t as· time' ¢arches on: ·we will find a 

n:ew approach to the taxation' prob,J.em. 'which 'W'Olllcf str'.ilightet( 

. that out•- . I think one 'thing, that if you co~ld'take a photograph 
. . : . . : 

from ·a 'he].icopter\.1,p over ·-'well, 1Jt1 s ~~Y,--·: Jersey- dfty •-_: ,· 
. . ',. .', . . . ' : . . i 

- ,._ and ·when· y.ou -- corisider the amount of area· which. is· ':taken up 
. ' 

_ by the approaChes to, the _Lincoln Tunnel 4nd you 'real{ze ·that 

that represents. property which. fs· off ·the taJC rolls and th~n 
. . . . . . . . 

' you imagine what tq:at . would -- amoi.m't. to ·if·· ~e· had · two or more· new 
·. '. ,• . . , . 

tunnels under the Hudson River, vehid1lar tunnels,• ·not :railroad 

tunnels, each of which would t:ake up, at least .the same ';amo~ht 
. ' . 

_ of acreage, wll,at that' would ~n, to Je~E/iey Cityis. taxable ratables 1 

not to menti6ri driv{ng that highway right 'through a. popuia.ted 
. . .·· . 

city •. In addition to ,the .. loss: of t-la,tables ,. tJ;link of your 
. . . . 

prob:Lem of relocati,ng people 9 hun,tan. h>eings. You h,ave a 

beautiful example; ?r are going. to have tt, when th.e ~ta~e , 

. clears that swath for the ~ast'."'.~est Freeway ~ight ,out t~r;o¥gh 

New.ark and out through, the OI-anges. 

_SENAifOR DUMONT: Do you h~'1e 8:ny id~a how much 
: ' . ' . 

. . rnoney could: be raised· _from. this suggestion. you make of ·an. -
. . " . 1· • . . . . 

inc;:ome tax on the Port: Authority tqlls? 

MR. , TABER: No,. sir, out it wolild be a very si,mpl~, 
, :°, , , -?. , . .. . l ..... ". 

matter. I think you ,co.uld figure' that.without too rnuch ,trouble 

by taking the numbe.r o:f vehicles which paid tolls on. the N.e~ 
. . . _, .. ,' . . .". '• . ' 

.Jersey side, that ~epresenting 'in_come to New Je:tsey;, -and- then · 

those ·which. pay.- tolls on the· N~~f Y0rk side. ~otild. represent ,_ 
. . ,· . ' . . ·_ . :· ' ' ., . • . '. ·. .· ' . 1 . , 

income that l'/obld_· ·accrue to New York S.t:ate be'ciause 'flomethi~g a:s ·. 



I 
~itllple as five centE:i ~.er,,t · 11 _ paid I· cal~ _it, an\income ta;x, 

if you w. il,l_ -".:', - D' UM •• ,·.·_o'fiT ___ :·_··=··• __ ,·· ·, .. '., ,·'.._'.,· .. 

. . · .. ·.SENA.TO~ :Wl~-;_ all pay :tolls o . ~he\ ~ew ·, Je.r;s,~y 

s-tde, d~m' t we;,; in ge1f:t,ing -in _and out:?,, 
-r· 

. . ! ' 
. , ., MR. TABER,: t- gue s that_ is SQ •.. . . . . I , , 

·it depends on the dirjctio you are .g,oing -who etsit.he tq11:~ 

._•SENATOR DUMC>NT1. : ny .further. q~e~tion .? .. ( Nq. re,sptjp.se.) 
i 

· T.hank Y9'! very much,. t,yori · • , 

, MR •. TABER: . Thank.you, sir~ 

SENATOR DUMo-br: .ow ,is there. anyone;-____ l.se -who has to ·- . I . 
get. out of he~e. prio.rl:o o. r taking a. recess 

. .. ,(No respoA,Se.) 

Is there any, ody lse who ._wo,uld 

r Ltlnch? . 

. . I 
dependi:ng ,. of course, j on o r quest.ions? Mr. senblui:n ... 

L _ E. O · R O S E N B { U M. Mr o Chairman and ~embers of the . 

Commission: 1 a.ppear' fas S ~c;tal 'I'~x Counsel f r 'the b:i,ty · of 

.Jersey · City. ,md I • all> f ke O eJCpresS the Views of Mayo:r 

Tho.mas j~ Whelan ~ho ls: le ving' the -~ountry to·, ay. a~d1 is there ... I . . . 

fore _unable to be preJent' "ri. person •.. 
-·:. -. ·: . - . . .. -; --.' I . . - -• .,c.· 

· _ We ?re deeply_ con erned with any plan!, legislative· 
. - . ' .··· ·-1 

II 

railroad tax revenues in J rsey di ty. The re· · such_ 

or otherwise~ ~hich w1. uld ause. a disi'ocatfon· 

· crinc~r~: b~ve beeri __ ad~fi,ate y. ~xpre~sed by Commission. i.n. 

appeara4 

and I 'quote from thatjRepo t: 

its Ten~h- Report, whete,. o_t page 116, the 

It i~-q~ite ~vide·t t~~t many municip lities :reiy' 
','., )1.eav;i..],y, upo,n I the teqe1.pt e~ch ye.ar : of . C;La:SS,· r.r ,_:p,lil,-

road taxes f 4r th· st1pport of their b dgets. The 
;dep,E!,nq.ep.ce in. a ,f w of ,tq~ d:i.stricts. · ~' so-, gre~t ., that· 



.. 

" 

.wit;bdra,wal o;E icl,ass ,;II ,t,lf,lx:es .as a so.1,1:rce of wunic;i.pal 
reveny.e wot,ild .cl,ea.rly .be ,9-isastrous Actually,. the.re 
.d.oe.s -:n.ot .:appear to ib,¢.<any sot.ind -teasc;ni. why :thc;,se.· .tnunici-
palities w:it.h large concentrations of Class-II property 
s}::l.ould ibe, dHlec;l upon t,o .s,ub~idize the railroads, the 
otl;i,er districts of the State,. or £or that matter.· the .. 

· . pest o;f the ·--:coun,try,, whi,ch .. i:nust depend upo:r:1 .the terminal 
fa.cili ties of these IIta,jor railroad systems, · located in · 
these di.stricits •.. For this re.ason, · -any thought o:f · · · 
eliminating .or reducing .,this Class II tax defini t'ely 
requires·. some f_orrn .of replacement revenue .for the · 
districts ~ffected. 

And that'· s the end of the quote. •·· 

Jersey City.in pc;:trtictilar is dependen~ in large· 
. . . . . 

measure .upon this source .of rev:enue~ In.1962, the. total, amount 
. -

of Glass II ra~lroad taxes le.vied upon behalf of Je:,rsey City 

.wa,s in excess of· 7½ mil.lion doll~rs, which .. i,n turn ·represented· 

.almost 52 per cent of alL Class ir ta~ces levied for that year .· 

in the entire state. Within Jersey City .its elf, Glas_s • II rail-

.road ta:x:es accounted for 16 per cent of all· of it~ re.al' ~s.tate 

rat ables. These fi~ures dramatically ,detncmstrate the n,ature 

and extent of oµr ,;eliance upqn this pq:r-tion_ of ,otir J~x base •• 

I.n its Tenth Ileport this Coi:nmissi~n recommended that 

CbiSS II railroad taxes .be Colle~.ted f qr st~te use rather 

·than local· use 1 a~ at. ·1Pr:esent. :The suggestion is. specifiC!ally. 

conditiQJ;1ed upon provision by the sta~efor repla,ee111ent .· 

reyenue in. order to .hold harmles.s tho~e Class II ,taxing 

districts which would be affected _by this drastic,cli.ang~i.n 

. policy. The ultimate re~ul t :of -auch. a prqgram would be to . 

permit the legislature .to determine .the ,;:1mount.qf t~xes to ,be 

imposed upon the railroads .and local .taxing districts :wou;Ld 
. , . . 

no longer ·have a financial .interest· in· th~· r~sul t ~· · 
' . . . . .. 

Je,rsey .City has at all t,imes r,ecog~ized, as ,has this 
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I 
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commission;. that railt-oad iscal. pr·oblems are..· f. statewide 
i 

rather than local contern 9 and.that our local axpayers 9 
I . 

. to whom we have a deep and continuing·obligati nqt . i . 
be called upon t~ sub~idiz :t.:.~e railroads for. he. exclusiv~ . 

. . I • • • I . . . I 

.. benefit of s-q.burban· aih.d ru . ·. . . . .· I . .communities . residents 
. . . . 

Whil~ sympathi 'ng·.with the: ·require commutingfactliti 
1 . 
I . . . ' . . I 

problems of these co,uter 9 _the interests of imple justiqe 

dictate that necess4 rel· i,f 1hould nof be h at the exp,inse 

· .. of thc,se taxing distr·cts .·n which .. the ~ajor ilroad term:i,n,als 

are located. 
. ,. 

This being- s · City would.not ·ppose.legislation 
. . ..:..._: 

designed to elimi"nate Clas · II railroad taxes rom. the local 

· .. tax base through the Ievy nd collection of s e by and for 

the exclusive benefit oft e state 9 with,the ·. portant 

qualification. that Cl 1 ss I railroad communi,t · s be guaranteed 
·. I ;· .· .· 

future payments. iri lieu. of Class II railroad xes· to hold· 

them h~rmless. from antP~s. ible loss Of. reven I . Such· legis-

lation shou~d, of· course 9 ontain adequate s~,- gua~ds t~ .•• . , 
insure. the af;eCted mtnici alities against futlhe invasion of 

this·form of revenue rthl by ~e!isl~t~ve.chJ~ge.or o~herwise. 
In short9 Class Il ra;J,.lroa municipalities sh~dld .receive · 

-- · · · - I . ·· · · 1 

adequate· assurance for the receipt. of all futu e. income 

contempl.ated byi:his ~l~n. In this connectio{··it is impoi'tant 

1:hat the l:egislat:i;)re ~olic • as to the future l clearly se1: 

forth 9 for the impairmlnt of thi_s source of ittd me in later years 
. .. . . ·.. . , . 1- . -- . . . . . I 

. riould 'very ;well_ cr.~atr fi ancf,ai C?ha·os in man~ of these Class II 

:taxing districts _and tn par.tic.ular in Hudson d unty. 
·... , ( .·· . :- . l - •· . ( . . ·. ' . L , .. • . l 
Now 9 before crncl ing 9 I would like >·1 · take the. 

1 '.· 
·1 84 . 
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l:Lberty to :r-espqnd .ve;r:y .prte~:~¥'.· ;t:p 1some_ ,of; the,< r~m~rks _mad.e· 

by -Mr. Bium10 in \{i~ ,testimonx,- ,earJ.iet, :only t,o ,clear:.-up :any 

misunder1:1tandiJ1g that :the .members qf the Commission r,nay :have. 
- •• ', • ·'. ; -•• ·. : •• , ,:·,.· . :-·.;. • • • ,., _,· ·- · •. • •. , s ., 

You ,will recall that o:ne: of th~ basic, compla:i.n:ts r,nade.-by Mr., 
<. .· • ; .... . ,·, . - ·' - •. :,·. ' . ,• ,. ; .. 

. . ' . . . 

Biunno.was<;Iue to what: he-termed the difference intre~tmeht· 

.· by th~ leg_islature from .railroad t'axation· on_. the one hand 
. :· .: .• . -· .. .-

and local_taxation on the other, a11.d he pointed out t:h~t while. 

-·. 1,ocal tax_in~, dist:ricts. might cqarge a delinquet1.t t;~payer wf th 

int;¢rest:_, say,. runni1:1.g fr9m<6 to ~, :per cent, :that th,e penalty 

under the statute. for ._railroads .was '.l per' cent. a month and that . . ,· . - ,, . . ., ' ' - ' . 
. . 

· there were very stringent methods of enf ofdement app~i.c_ab:J.:e 

'by t.he _legislatiOf1:: to ,railroad$,, l').Ot appl,ica~le t.o, local tax--. 
. ' 

payers. I merely. w~nt: ~9 obs~rve ... that the l.egi~lature h,ad, !1 . _, 

very_ good reason for this bec8:~se. it was _not an entir:ely .. one.;. 

sided. deaL. ,· .. - '· The Railroad tax 'A~t. further pro~i.des·· ~. ancl this 
. ' . ' . J . 

was not .i:nentioned · by M:r:. Biunn9 ... that with respect. to ·the. 
. . ·, . - . :. - . . \ . . - . ' . - - .• . -

,. 
·. Cl-ass l taxes paid by rail;r:-08:ds ,, 'which are taxes pai¢l upon 

Lands located in ;toe al t~:i,ng :districts · and_ in .. most instances· 
.,: . :.· : . . . ·! • I ••• , < •• • • 

running parallel to local property which is 'subject . to local 
I '• : : ·, 

t,axation, ,th~t the statut~ provides for the taxation of that 

re.al estate at the fi~ed rat~ :of $1.20.a_hund:r~d :w:hereas in 

a. taxing dis~rict · such as Jersey City the rate is .somethi,ng 

li,ke $11 and, thirty_-so,me ;ode) .G;~t1t_~ a_ hundred. > ~ow I just .point _ 

.that·- in ca,se th~re 1;11ight be some. mis app~eh~ns{ on .that t:he 

. legj_slatio,n as it; is pres~ntly written grants t() the ~m.ini~~-palities, 
• .. •• , .• • ' •• •• J • . •.• . ./. ·: . . • • - • • :• . .. • ' ' • 

the-· local taxpayem~some f avor_ed tr'eo!;ltm~nt. a_s_ dfstinguished from 
. . . . ..·', .• r . ' ' '". - . 

' ' ' 

. that _granted t;o-'J:he ra,._:Llroad~.,. 

Now shot;ild your Commission think J. t advisable ,to 



solicit further sugg,stio'. s with res1:sect ,to s 

which would. be . invol ed f such. a transi ti oh: 

-. ref erring· to my earlier t stimony ;,. I am sure 
., 

{n Hudson Qounty'who•have beeri familiar wi.th 
' ' 

over the ye are. would 

-._ at .. your convenience. 

Mr. Davis:' . 

re than pleased to 

• Questions of Mr •. Ro 

:MR. PAVIS: . herM you state in this 

tha,\Jersey City ~ulr ~+~ttO be; hefo h1mni 
possible loss of reve· ue,I will you define juS 

' 
phrase means? - i 

MR. ROSENBL 
J ' . . ., 

· ell· I ~ould not,li 
' 9· 
i 

point tQday ·Of trying to -: 'elineate my views' ir 
what would ultimately be '. egis·tatione. But I s 

if we enact legislation { the year 1964, I wl 
the "hold harml~ss" c a~s, for the fut\lre wout 
the payment to· -Jersey Cit. of such revenues ar 
the year 1963, subjec _ to;minor adjustments f 

_ of· course,the legislafion; itself --

:MR. DAVIS: n o 1 her words·, ari 
I 

not a.ssessments. 
- I 

! 
i ,· 

details 

·and I am not. 
,! ., 

hat all -of us 
·- ·- . I .• 
is problem l 

l with y:u 

atement. herr ·. 
- -

ss from -any: - ' 

this·· 

-: 
i 

·· ,to. get to t_he . 

the f orrir Of ;' 

niply·· mean t~~t: 
. . .. 

ldexpectthat 

guarantee ' ; ' 

it obtainecI'.iri. ! .. 
' 

- changes whi.ch, 

amount. 

MR. ROSENBL1: = I am 

qUestioh, A:::::+:z: er: d:;:\e:n y:~:: j 0 

had tak,en pla-ce, are_v,ou :.,ugge~t1.ng an escalaI r 

. some, other method of omp; nsation? 

Davis's · .·-

a.hd.·•.inflat:ion 
. . . . 
c1a4se. or i 

· MR. ROS. : _ haven I t :c.ome to th , . but we . think 
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that in order that the.revenue which would be.a sµpstitute, 

·.i11. effect,. for taxation ,.. ·. that the. revenue to be derived from 

this source· should keep p~ce with the economic trends. and. the 

times •. 

ASSEMBLYMAN TANZMAN: Then you, would want. an 

escalator clause.of soine sort. 

MR. ROSENBLUM•: We ,would Like , to have some f.ormula 

· devised by the legislatU:re. which would, 'adjust frpm time to, 
. . . . .' ... ··. ' 

. time the in' lieu payments .• so· as to accommodate the situation as 
"\ . . ·. " . . , 

.·it ,affects local taxpayers~ . I am not. speaking ·speciffcally. 

I am not makingrefei-ence to the•increase in the local tax 

rate,. but s~me formula· comparable t.o the .cost~of-,,living index 
. . . . .· .·. ..· '. , . .... 

·or something: of that nature which .would accommodate the cl:l.anging 

MR. DAVJS: W~ll, if it had b.een done two years ago, 

you would have be.en getting less this, year then. 
' ', MR. ROSENBLUM: If ;it had been.done· two years ago? 

MR. DAVIS: Isn't thi$ what actually happened .in the· 

collection of taxes on railroads? 

MR. ROSENBLUM: No. 

MR~ DAVIS:· · They rutye · goi:i:e down in the last. two_ years. 

Mr •. Miller do· you have . thos.e figures? · 

MR. MILLER: We,have>a whole tabulation over a number 

of years,. · T can give you some. In Cla.ss II railroad property 

in 19-- :- I know it's about $17,000. no.w. 
. ' . 

. MR. ROSENBLUM: . Well_,, our levy· is. less tod,ay than it 

was tWo·years ago; our Class II levy, .if thatfs ·what you mean.; 

MR. DAVIS: That's what I. mean. 
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· .. MR. ROSENBL 

MR. • MILLER: . 

. l 
' . : ' .sir 11 , ~t·is •. 

a ·peiiod: 

County, {£ my ·recotleJ~tio; ·. is ¢cirrect;' 

. MR. ROSENBLf: i but I would 

- . ~hat· part of the_ dee_ ease[ in c:,\lr 1e.vy· in the 
· .. is represen:ted by th rem;- val :f;rom. the• Class 

i . 
. · I 

Hudson . I 
I 

... ·1· : .... ' 

i out 
! 
i 

few year~ 
• I 

- I 
· ··•· tax ba~e and 

I This 
I 

th~ location in the/ 

doesnotrepresenta 

be.6a.use, there · has be 
in revenue entireiy·· · o .Jersey:; city· 

least to some ~ten' ~ubst:i'l:1.rte· in' 

the 'rocaL taxM. bILaLseERa: s' Waer.] 
Cla.ss II. 

MR.. 

ioad testimony•. ·seerns. to J 
railroads co11tinue t se~ 

railroad use is cone rneJ 
. j 

road. tax over the' y~' rsd i: 

s.ul t of ' the. pt'Qpert. out pf 

.•9' .. this from the of rail--
a· continuing .trend. 

. ' MR. ROSENBLo/1: ·.·. hat could be ta.ken of rat he~ 

• I 
I ( 

MR. MILLER: It:i, ould? 
1 

, I 

MR. ROSENBLUM: . : es, I should. ··thitik. ·at any dele 1ticms, . .· . . . I . i. . . . . : .• 

physi~al deletions' firoµt[: he r'ailroad tax bas . ..;. and .this ·is: 
'just a pe;sonal vieJpinl I. am giving you. off the cu'ff '·more . . 

or iess: ->buh' I' sh0uid· tJ Ilk that any physica;tl.. del~ctions ~-r-e~> 
-_ the tax base '"' Jt ,it~ c4l.titilted in ef _ transitien' 

could be_ accoill!llodatefin Jth,e tax paynieD.t ol>t e future -Py'. 

· de"ductinJ fr~ul tltat F1f u .t,;,, Peylllent the ,> -_ ourit of taxe;s 

derived. locally as '.tlt,e r~ ult of the transfer 9 so that :thei sum· . 
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,. . 

total received by the. municipality'which is inter~sted_in 

Class -Il taxes. would not vo;:1.ry •. --- T hope you understand what 

I -- am driving at. 
'. 

MR. MILLER: I understand what you are driving at. 

MR. ROSENBLUM: I merely mean that if you ta.k~ ten 

acres of railr~ad land· out of-_ the base. in some subsequent year~ and 

that ten ,acres produce~ $5,000·a year·in; local taxes which 

it was not _prod_ucihgat the time. that the property was in the 

railroad tax base, we would merely deduct that' $5,000 -item : 

from_ the entire i.n...;'lieu p~ym~nt. so _ that we :wouid be· kept whole 

at. all times and we wouid obtain no unfair advantage by reason 

of-double taxation. 

MR. MILLER:_·_ Suppose the -railroads were able to 

-pursue th.e remedy you offered by::i.n re Ke~ts and were able. to 

. get substantial evaluation_ reductions which would in turn 
' . . , : 

have cut the property tax locally if_ the siystem. remained_ the 
. . 

same. Wo'uld you m.ake adjustments for that also? 

MR. ROSENBLUM: · First of ~11, in re Kerits doesn't -

exactly say that~ Orte of the ~a;cii~al principles outlined _in 
. . ,.,_.. . 

·in re Kents by the Sup~em~ Court.in-my recollection is that the 

application•of·a'ratio never is brought into play unless or 
. - . ' . ··. . \ . _.: ·.. . . . 

until the full true value - of·-- the property is first determined.· 
. . . . . . . . . . - ·. 

This is a very essentiaf gualificat:ion. . You can It apply any 

. ratio to tmy value that ha~ not been deterrninecl by either the 

__ a.dministrat:ive .tribunal __ having jurisdiction or the courts 

and we_d~n'~ know what that would be. If you have read the 

records oh any -of. th~ railroa~_cases that have been tried 

over the past ye.·ars, you will see that there is a considerable 
•j I 
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'•l 
1-

t. . . ! , l . 

• • , d isj;,ari ty . b<1twen the• test!" Uli.t;}'., sUbJI,i~ u)'lon .,half. ot !hf 
.. liudson Collii:tf 'colll!llun • ties ffd,}he ,;~;,.;'astnerif~ · ,;df by t~e f 
Dire~toT. · If the °Ket1 C 'se L, '1i;,p1icaJ\1;, .in tuis on CoUntY 

:: .. 1:::~:)::y .. :p::ri;;·· .• never•··· conc,e::l:r .. {_a_~:i~:t'-a t 
valuation' tiltJ.matelY in:d fJ be the tJ i,alt1e, o( all 
-of the property invo ved .·; 

. MR. MILLER: :w~it ' let's say it:-was ;a,~lrpads· _.• 

contended .that the,;-e is ~reage which was assI ··-. __ .· at $~?-~poo 
an acre :when it was ·n r~ lroad ownership and al:f ,-that wh~h 

it meved · int6 i~dlls.t i'al i wne;ship - : r don! t , · ow w-hat 'the 

--- :fact$ ~re .. but if t is J r~ -so and 1.f you ~~'h 4 ·~stal>{i~h\ · - - I - · , --- - -_ -· · - 1 
true value lJased uport._~a1/ ~- a~d this meant· a-_-

railr0ad taxes, . ;0n1J yoJJ: for~ula p~op:9s e 
.. same redllc,ti";'. in tH an ! ·,.1 · payllWntiij 

MR. !OS~BLlr~ . ellj I '{olOUld . 

the , 

·. ~uds()n C"unty municirli ·tes -· and· I . spi,a~•oll • .. · for Jersey 

City .. - were ~o go a1,ng <ln iri~lieu pian, · ·. would a~k+ 

.that once•. ~he :in~lieipl~ b~came iegisl~tive1 effect:i.V~ 9: 

that would be the en . of : '(1Eil4~tion discus ion: •. l'here [ . 
i . . ' . 

::;l:b:r:og::::tto. :;s::~;{b:a;:;J :~::.:1:::.::t 
tax b~se and then. to . . ; ~ue:the quarre1 ~hl . has gone or now 

to my-. kn-owl_ea.ge- 9 I s• - ,_p-po, _:,. -fo:r thirt~ °:-z:-- ~o~r_--_- · ye~rs 9 - a~d1 _ 
centinue it indefini 1±ely r I should think, thaf 0n~ '0:f: the major 

obje~tives behind stiJh i.J 1s1afion ·in' ~deli ~i<l to givi~g . '. ' .. 
:· -.--• - --- - - - . ,< . , . r -
· relief to .the railro · ds 

\ 
' -that 

is a statewide pt-obl'm 
: :/·/·· .::.,_ .. 

don't quarrel 
i -_ ,1· 

that~ --- we! 



··think that the. state should conside_r the .profrlems of the 

railroad. - But at "the same time, "(tle· don't wal'.1.t-_to C?ntinue·- ·-
,_ ... 

in future the factual issµes which ·have- caused us so much 
. •' ... 

concern in the past. - I - sb.ould. think the litigation ~Pti1d -bl 
over so that the ~.aluation of t_he property in the future wou'ld 

mean nothing. We would gain nothing, on the other ti.and, 

_ should the evolution of circumstances as they progre~s- in :: 

the future de~el(?p much 'h_igher. values io~, t:he l;and. ·. ·-Th~re· 

-- -- would be no provision, ~s I s~e it, giying us any increased 

payment in the in..;lieu. , In other words' t~e "legislature I 
·. . . . . ·. . . ' . . . . ·. . 

-_ would not think would want the municipaliti~s and the_ rail- ·· 

roads and the state as-a party-as well to continu~·this 

traditional problem of. determii,_ing v~luat:i,on~ -of railroad• 
.· - ' . . . . :·.. ' .. ,. . . 

lines. If you are. going to· giv.e us an_ in-.iieu ·payment, • that:.' s · 
. . . . . . ·~ .-

the end of it ·and th~t ist:h~ waYr·thirik it should be becattse 

it r.esolves many thirtgs '1:ha:t ti.ave troubled_ tl}e 1,ubl'i~ in_ the 

past. 
,·. . :- . - ·. 

SENATOR DT.JMON'r :_ Mr~ · Rosenblum, you mentioned here · 

.i~your stat~ment ~bout legislation tha.t_would'cpntain adequate 

saf e~tiards to insure the mt.micipali ties aff~cted ,against any 

future invasit>n: . , ,Now' no o_ne legislatiJ.re c~n bind a subsequent 
. . . · .. · -. _··. ·, . . ' 

legislature unless you have in.mind a_constitutional amendment. 

Is that ,what you are t~lking about? _ 

MR. ROSENBLUM: N,o. I am fully aware· of what you 

have in mind -and· I .would very much like to hav::~ a ~onstitutional 

amendment, but_ having becom~ reLatively practical ·over the - ' 

last decade . or two, -_ I would say that -, s ubh a thing i l"l~t , in __ 

the offing. But strictly within the prov~nce of the legts~a.tur~,, 
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and .. _ -- . -I wo~td like t~is • l~gi 

de.lineate _ -~ legis.lativ, 
. . . .. ,. . . 

cy that it is their intention 
• • • : • J • ' • •• • 

. . . . 

not in the future to depriv . th_e. municipalities of these - . i 

j:UncM , t he~e in• lie~ f ll iids i .. I appreciate that' I ch policy i 
. would p;ot bind a futur. leg slature, but I th.in a declarati!~n 

--- of s1.1ch policy in the • ill : ·ould be quite impoflant-. : thin~, 
r • - • • • • • • • - •I,·•· 

-- ·<:that future le.gislatur s m~ght feel · a moral res 
• • • • ' 1 • 

tctt1a~d these Huds~n nty ; unicipEili ties if so 
I . . ·•. ;. 
I -, •- stated. 
I 
I . . r . 

SENAl'OR DT.JMON - I! take it you would look with 1 

' ' -__ .- . --...... ' I' 
--_ favor on -:any idea o_fc_._-u_st.1.a

1
·_-rn. tg-1·1 g ou.t with ·100 per rtt replacemf?.nt 

· arid then gradually t, year ·after year. 

~. ROSENBLUM: _. -· I - f m certain, _ and I - t 
- 1 ' . . . 

-pa:rticula+ point: I ·mig t s~ ak :E~r soni:e of the_ .· ' 

her.Hudson 
. - . . i - . 

Coµnty ~o~unities · - · I · am d rtain · we would. vig 

-to .any· ~ucti --•• proce4ure. - r- ·· 
- - .. . I 

SENATOR ·nUMQN]: Yl u will recall in Mr Shoemaker 1 s 

st:'1telllent earlier .this. ng, h_ ·e mad~ some- qu ations or . 

referred to some quota 1.onsl tha:t were 1.n Jersey •• ity ,newspap~:i':'s -- r -, - - -·· --
·_ about your proposed do t redevelopment 

· presume, .is supposed t 
. .f 

Jersey City. 

MR .• _-_ ROSENaLUM: · 
. -i"·. 

SENATOR DUMON 

.-·· : ,'" 

-:, .. : : .· 

· · other source, of local 
,- ' ·: - ' .. . 

. ·- 'MR. _·ROSENBLUM:'. 

if t -- told you tl:l.at I 

p inthe way ome for 

-ard his •testimony, _ 
- . . . 

this.a means of yo· sh~fting ariy 

ds to some get from 

' - 92_ 

I would 

about that. 

than f~ank 

- - have ndt 

. ... 



.. 

11: •. 

followed . that very carefu.J)y. ··.•· Personally I, hav~. alw~yi( : . 
. . . .. · . : ' '· . 

. . . heen a, great beli~ver, in the stealll shovel· rather t;ttan the 

. tiewsp~per he.a.~lines . . 
. .·. . . 

. •·· .. SENATOR DUMONT: Thie;; Arthµr Padula w,h9. was ref erred .. 
·_.· .·. ,: .... ; . :. . 

. to here·~as .· the develope~ for Jers.ey, City, does .'he .speak ~i th 
. . . 

. ·~my.·. authprity· for, th~. city .. when, he says,. 11Th~ ra:flroads have . 

. · .. outlived. their. us ~fulness. to the. c;{ty .. and . are hard~pressed 
. . . ~:. . : . . :· . . ' . ·- . '. . . : ' ' . . . . . . . . : . . .. . ·. , . / . 

to meet their. .. tax bil,l, .• · I alll sure the rai:Lz:oads would be .·· 

glad·. to. go11 ? · 

·. MR. ROSENBLUM: . .I know that Mr. Padula has had: 
. .· . . 

.relationship wi t;h. the 'city· in conn'ection wi, th some,.housirtg. .. . . . . . 

. plans~ . T ~eel fairlr 'certafn ,tha.t he did not, ~peak for -the 

city with ~esPect to rail~oad '•tax prpl)lems.: 

SENATOR. DUMONT: Any fu:tthe:t;. questions. o:fMr. · 

Rosenblum? Mr. Neeld. 

ME.. NEELJ?: .Mr •. Rosenblum, you mentio.ned the prob.able 
. . . . . . . . \ . .. . .. 

need for a~ ~scalator clctU$e .o~: the "ea~~ ha~mless11 .provis1on .. 

forthemµn.i.cipalities as ,opp~sed.t,o. railrpad property taxe;s. 
. . ' ·: ,' . , .. "'-·. . . . ·: - ' 

. Then, as the discussion :WE?.nt pn, .it becaµte obviop.s the:re. were 
.. . ' ' . ·. 

m.any ,otller fS~tors 'involved,. not .onl:y escalator as to the ... 
' . . . 

. pres~p.t value pf. the doll,.ar. 9 ,but .atso consideration of the , 

revaluation ,and the Kent~- case ahdiwha.t :no'.t •. 'The qu~stion: is:· . 

. Should it become too ·CO![lIHicat~d'. too .involved' to .attempt . 

adjustm~mt from. year ~o. year,. would' J~ts.ey City •'. ;ould., it. ·be 

, acc7ptab_Le to Jersey C:i)ty that. the Class II tax paym.ent: for,\ the 

year of conversion b~ the. payrnen t. for the years in .. tl1.e future 

·without any fidjustment? 

MR~ ROSENBLUM: Well, this ig:..a rather diffi.cuit · .... 



I 
l 
I 

position to put me in .$.t th1
1

· s moment. · I 
' I 

MR. NEELD: I :apprfciate that and raisr it only 

because,of the mention oft ese.other alternati es. 
' ' 

MR. ROSENBLUM~ Buf your question is a l=inclusive and 

I.think you would agre1 thaf if the property wh~ch is the 
b . f h ! b . h f I .. SU·· Ject matter O t e; tax Se in t e year O tr ansi tl..On 

ultimately is taken ou~ of ailroad use and is ~ocally taxed~-
• : I • • ! • . • 

I think you .would agre~ that while this would wfigh against 

.us, simple. equity dictt te.s ·rl hat we make some ad~ustment for 

that. 1 . ! 

I 
,_ t 

very diff::l::::'tJ::~:r:~::::n:h::ea::e nti::~:\:: many 

:::::·t:h::i:o:::sh::L:odct::e:~n::e::::u:~ ::u:~u :::e 
fact is that the Class :rr tl payment to JerseylCi ty has. 

, . I been sliding as the valuation of Class II prope, ty has been 

sliding off and,if we took the actual Class II~ x·payment 
. I i 

for the year of transition,it might represent pp·bably the 

most equitable adjustm~nt fbr the years ahead~ f 

MR. ROSENBLUM:[ · I lon I t think this is serious 

obstacle on this thing! I .think this is a deta~l that I 
' referred to in my statement Of course, I notice that you 

mentioned the tax levyiand ·1· certainly hope tha!t, if and when 

the. legisl.ation t~kes :i/orm,: ~he term will be "t~ levy" rather 
than. "tax collection. u ; I ti ink you mentioned. '!'!/~ax collection. f</ 

SENATOR DUMON']: Any further questions? (No r.esponse.) 
· f ' I . l h . l l 45 Then we will recess o~ app oximate y an our upti : • 

(RJcess for Lunch.) 

9 
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I 
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[AFTERNOON SESSION~ 

SENATOR I>UMO~'f: . :r would like tc, note_ her.e some -

appearances ?f ge11-tl~~el;:l :that dc,n t wish :to te~tifY:" 1 hut:- th~y 

would. like to ha~e their. appearances nq'l;:ed on .-t;he record.: 

Saul A .. -Wol~e9 Assista~1: Gorpor~tipn Counsel~ •.and he is 

ap~eari ng for t·Je :Cit; of Newark; and on' tie half of. West New 
-York, C mm· . i ] - . La_•:' ' -_- . H - anq. Counsellor Ma:X. Boxer .. 

0 i;~\:raft:~;:~: .. r::11 proceed fo ,:omp~ete th~ 
Hudson County tJsti~ony~ not~ be~ause we are in_anY'hurl'y to_ 

get tthreamve.01n11·nthgJ!rO_· ... g.we·.at ... Yh. -.·••e·'.·····:r·•.b"t )>eca:Uee of the fact that they are 
all J as l unde;rstand it. 

. ' 

So May r Chai I es F. · Krause -of Weeh:awken, we will 

be -glad to he.arc from you tat this. time.·• 
. r, .. ·. 

LEON . S •.I MILME:P: At .the :conclusion of: .. the· Mayor's· • 

s_tate. ment,. he . . .· 

- I; 
am 

- I 

, . . . :· · .. · ..... ' ·: . ,, . 

I will be av~ilable for. whate~er .. !ftu~sti.ons: 

the Committee 
I 

· SENATO 

have .• 

- C H ,AR L E s K Il A U"~':S: E; ' - ·-J-R.: . If· it .please 

the C_omm±ttee9 if its -Tenth Re);fort} 19~3) ;, 1:};le--Commisston ()n. 

page 116; . pointe~ o~t tt,.at i ttActµ!3Uy , \here (le,~$ !19t . · appear 
to beany sound Jr.easortwh;·those ·municipalitie~•W:ith large 

concentrations: o Glass- II. property sJ;iould _be ca.lled· upon 

to subsidize the railroads' the '.other di~tricts of the State/ 

or for· tb~t matt~r :the, :re~t of t_he couritty 9 which mu~t -
depend. upon the ~erminat iaciilities of these rnajor railroad .· _· 

- - -. . -. . .... 
systems, located in tll.ese districts." I am -· in complete-

accord with- this very >cogertt analysis._· --
In Weehawken, as the'< members :·o:E this· C(>tnmission are' 
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< . '.·.··. . .. · .•. · . 
. tage'of totaireal awE!,re, : I am sure, the erce 

ratables of the distriht co pr:(.sedbystat~ ass 
. . 1- -

of ;class I:t ra1.:lr0ad pro.per: y is approtimatelyi 

the largest perc~nt-~ie. ~if its kind 'm .be f~u in any 

of. the municipaliti~s bf. ti' .:state; . . . . . 1 - :. .. . . 
. . ·.-·· ; -

impor't~nce to··any mun~fipal'.ty with almost p.alf. 

bstantial -· 

real estate ratab>les i·kct~ ·~.·II propert; asses 

. of.any change in lei;ii4at:t.; •·· affecting Class Ir 'ra41I':oad. prJperty 
, ta~·ation is,, cic~ordin,gj_; 9 J. edTateiy apparent• . . . . ·. < j -1 · 

, In_·~ _lig' ht of tlil.e. Co .· ission' s ob_ servati · · Wh. ich I .. r.· .·1 t ·. .;•-·[._ 
q~oted at the oµtset or t.hr statE!111ent; and Wit, ,which I 

fti~ly agree, .I· f<,el ·. thrt · ft iegisl~tio~ whi¢h . ay be proposi,d 

to implement, the· Commi,sioi ~- re~omm¢nd~tion~ srt forth in 

bold type' 'm· page ll7 t il · TentJ;,. l{eport, sho1;t contain 

such adequate safeguards a~ will ft.il;y gµar/lnfor the af:fectef1 · 

·.. tttu1,1;il,ip~liti~s that thtr~+ ace.inent revenµe to be pr.ovidi,d 
. by .. the stat¢ will'·be. 'in sue <am.ount as Jill 1 :::i.,n- all respects;, -

· .. ~ave ·theni:h~~less .in: Jh~ ~·- ture from any possi loss of 

·• .· .. :r7ien~e as a resultrof'~he --~•· .ange in tax policy. 

.. ·_ We in, Weehaw:k.J~ ,;J 't,-t:o assfare· Jhe _meni . of the 
r. -.at··.1.·.on· ·. ·an·.·d- ·a.-s· ·-s•• ·1.• .. ·s·. :t•·.•_··an I,.··.•. ·. ··.• Goti)mission_ ,of_ our fu.11 c;:99~ .· . . ;in. the ·· 

·•· de'(elopl!lent ~J: any, st.iCT'le~ 
: op?ortunity/ for: this .. bIJief i 

. . . ..· . 

siationahd 

. . ' SENATQR :OUMON 

Iv18\ · DA'vi:S :/. -

· · harinle s: s-, ' 1 M,ay o~? . .. · 
.· .· ·. ·, -· .. :. "•. ·_· : 

.. MAYOR KRAUSE~ 
· townships of the s aine · 

-~- r· qtiesti.~n$ qf 
... -~. l ·-

r .. . . .. . . 

w, lild: say'' s~:i:-, to ' . . 

as·they 

for tp.is 

on 



. ' 

the 1>resent,values .with n~t e~actly, ,alti;tough, I ¢1.op.'t mean 
,. . . ' . . ... - .. ' ·. ) . .. . . . . 

, to directly ~oppose Leon. RosenblU!£l .• -,: wo.µld 1:>e to: af.fix ... tl:!.e 
' ' 

local rate. to the valuations,· which; I., understand would\ be 

frozen as wel,l. a~. the :tax, dollars. > 

· MR. DAVIS: What has been happening in the do:J,.la:rs . 

collected from. rail:roads in We.ehawken? Have th.ey been. going· 

up·or down? 

· MR. MILMED: ·Is that :th~ dollc:tr valuation? 

MR. DAVIS: No, the taxes collected. 

:MR. MI~D: ·. '.l;'axes ce>llect:ed?. 

MR. DAV.TS:: From railroads •... · 
' . . : " 

MR. ·.MILMED: ,We don Lt ~ave the act~al ,dollar . 

arnounts. <l'hey coqld easily be :,determin~l:>le from thi_s,. table~ 

· For example 9 for the last: J:ive• years ~· in 1960 ,, Class I.~ 

railroad valuations in We~hawk~n were .$,16,594;839; :iri l,961., .. 

$16,5,34,243; 'in .'.62, :$16~349,3·92; •in '63, $16;333-;107; · 
. • . • .• •. . ... . • ' ' . • . . f .• 

and in '64, $16,363., 0_01,. Our total real estate ·ratabl~s ;ran ·. ,,, 

· from in.1960, $35,924,221, to this yeE:tr,· $~7,001,483 •. The 

tax rates.· from. 1~60 to the, ~urrent year "'." . in. ~960 9 i.t was 

$73. 96 per thousand; in 1962, _,:Lt was $8L. 47 per thousand; 

ancJ,. in r 63. - cor;r:-ect me,. Mayor, if I am .wrong on_. this -:-·. I 

think it was $88. 1,4 •. or, thereabouts• .. Our local purpb.~e~-. buc;lget 
,. . ' - ·. ' . 

for·· 1964, as published 9 wo.uld re;fle~t ~-deer.ease, in. the locctl 
. ,. •. . . ·,. . . 

pu:tp~ae-~.rate: h.Y-.&bou_~ .$1.20, .I thinl< it is:; .a thousand. So 

that if the county rate rernains .the sam,e ,- of course, tp,e sclJ,oo:t 

budget will go up 1 I b~lieye, 1:,y.a.bou1: .20 .cents per. thousand 

so if the county rate rem,a.ins .,st~,b~lized, •· we l3ho~:Ld have a 

dect;"e~se. in our ta.:x; rate f or· .. t:he · .1964 rea,r$ .... · 

97 



- . . . . . 

SENATOR DUMONT; 'Exe se me for -:a mo~e~'t~ - Mr~- 'Milm.ed, -
-· '· _. .. ·, ··:·._ :·.,f" • f 

do you ~ant to -identify - ourEl lf for- the. recora.·-'Everybody 

MR. MILMED: Le n Mi med;, Township Atto - ey' for 
., ... 

--- - Weehawken~ 
- - - - . - - - . -- --- - - .) 

gentlemen~::: :u:::.e Fi:l I lean. very heivtly; · -

;Mk.,-mLMEb~ -L ,:e1iJ 
! 

we_ hav~ -•- - --! -. 

- : M;R.. ,DAVIS: , T1:,c 
--percentage of total ta~ 

"-. •• • I 

tax dollars,: 

rs inlist: have _gone. 

tion has gone down.,----- -

- -• MR._ MILMED: -_ Ir lso~ --•_ - . I · didn' t. hear t _ 
I _. 

I. 

.but the 

MR. DAVIS: .·The tax j ollars have gone: up, but the 

-· perc,enf_tagehof .. th!ltoidal ("t4t1ie.c1;iOn~d. ,,; •. the/to .•. thilt 

- conte __ ·_ .. rom • -t -;e rai .. roa. s_; __ ·1u.· s lave , gone· own, · · ·. · · 
MR. MILL-ERf -Tt was: bout: $950:;obo ten ago; ·:. : i 

. . . ,:. . '. '.· . :.-· :- .. -: .: 
· it'$ aboµt $1,300 ;000 culrenj y. -

MR~ 0AVIS: Thaik y~ • _ 

· SENATOR DUMONT· - An~ further questions_?-

j 

j 
't. 

. MR. 'MlLMED:. - T~ ta4·-co1Iection:in;1957~ a.cco·rdin{ 

.• t~ the chart . thilt Bill Mf 11e~ jl1S t gave '"'.'' was $ ,022 '07 6. ll; 
- ·._ That was for 1957 tn.. 1958, i. t·was $1,-069 /i.38.-99. _ :f gu.ess ' 

. - - . ' ' - .. 1 - . - . 

we ·dori' t· have any ,sµbseq, ent-J' igu:l;eS. --

SE_NATOR DUMOm': Ar4 th~re· any -furthei'.: q -estions of--, 
.:·· .. :: 

Mayor Kra,use? --- i i , .. 
... . ···.· ..... · JDis,cujJiqt o~f t~e R~cord•l .• 

-, . MR. 0AVl~: ~arwotd y-our attitude be 

addi tlonal -toll, such: ;as: - ~s .· gg~stec;L. 'tlere this·•· ming, were , 



.. 

--

·, . 

put on the tolls. at th:e Lincoln' .T.utmel .- · in other words, \::t1a'.t·• 

t:he tolls at the Lincoln Tunnel i became 55 cents?· .. What woul~ 
~. ·. . . 

the attitude· of Wee haw hen be? · • 

. MAYOR KRAUSE:. If Weehawken were to receive a 

benef 'Lt from it? '· 

i lYlR. DAVIS-:. Well,· that.·at, lea_st;' as' a substitute -
. . . 

in either words,.- you wo·uldn.'t §uffer irf faxes ·received. But you 

.·· have .a lot of people . who a:re commuting through . the tunnel 

probably •.. 

MR. MILMED: I didn It:, get the suggestiotr this morriirtg 
that we have an addi tionai five.;.·cent: toll. I thought the 

suggestion was ttiat ·W¢, 1:1ave f,ifty cents cotiectetl, ,but. on1,i forty.;.. 
. . . ·. . . : . 

five cents going to , the Port Authority . and t:he· .bther five · c~nts 

going to -the ,state~ .·· .· · · • : · .. : 

MR· .. DAVIS:. Well 9 • that I,am sure you would bein···· 
favor of •. · But let's assume ·that· the five .. cents, were added> 

to the toll. 

~/ MILME'O: ·•. T do·n' t ·.think . we in Weehawlcen should 

at this point anyway = we ha;en it though-t: it· out .;,• tak~ a 

pos_ition on increasing. the<tolls. for t:he'·Liri.coln and Holland -· 

Tunnels. 1· thinJ,< _probably over the years if we look b,ack, 
/ '. .·· . . . · . 

. we would probably find. some statements.· by the Township of , 

Weekawken' aiong .with s·ome_ . of the 6ther' communities 9 . OPJ?OSing ,· .·. 

any increase in tolls 9 in J3act, a.ski rig for a. decrease in '1::0.ils. 

BENATOR DUMON'l': , . A.ppc:trently, it is · a hit ·· of a cons t;i . ··. 
tu,tional problem if you w~re. to try. to ta:x .• those. tqlls ~. 

.. . 

So ~he point is, whet:he~ the tolls could .be inct~~s'ed. ari,d 9 L 

imagine-, the reaction o·f the public:!·"would he s;i:Et and hc:trd' 
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' .. regarding any such thin '• the 
. . .· .. ·. . -· 

. ·. was an· interesti;ng' one' it·:rJ ns right into const· 

difficul. ties that are n t .. ea: y to overcome.6 ·. 
... . ·. . : 

. '.MR. MILMEP: S · e o· · tr,ese adcli ti on.al 

'Commissioner Davis aske .· thei Mayor about might 

.the'duration of. the leg·stat on to the·payment o 
., -

·. revenues to the mun{pip iity: su¢h .· as was· sugges 

morn;i,ng· 

I •. 

1' 

tying in· ·1 
i 

•· I 

thereplace~ent 
.I 
I. 

several l 
. . .· . l .. yeai'.s ago. 'I thitik. Dr~· l-fill; r. is. familiar With t e .s·u~gestions ... 

the. 

· · .... · · ..... •· SENATOR l)UMq!\'l'T 11 yor; I can't bl;u'!e i at iill 

for being i~ favpr of d~Ua ! for-dollar ,'~pli,~e, But 

then. 1 take it, yoti w~Jld b: oppOS~d to any 1ecL •.• 1n '1:hat: 

replac~ent over a peridd of: years., Or do yo~ lnk ~here arr 
other kinds of revenue Jhat : ou cot~/extract f1 ·· things .. tha,t 

· .may _not have been. f ul.ly deve[ ioped in Weehawken, 1 th:ere. is 
•· ·. < 1 · · · · .· ·. ·· • ·. I 

·. any that, hasn '.t )been ly di veldpecl additional .. parking · .. 

ar~as or itnything_ of. t ki'. d :~ frotn ,which. y6u i ~ght get 

additional local ·revenu 
1 
.. that ·· could possibly talJ the slae)< · · 

in the event that the d lla~1for-dollar repla.~eml were •l:C> 
be dJminished7on a transitio; al :Oasis? l. __ 

MAYOR !<RAUSE:· N,o; don't thin~ Jhere l uld possibly· 

,.be~,:. Senat<>r. · ·. i. •· 

·•· SENATOP/ DUMONT : .·· . It! ~oiild have . to be 

· your: opinioI\? ·. · 

MAYOR 'KR.A.USE: ' tt 
, ·:··. ·. .. --.._ . 

is' ti(l, land,. i,n We.eka.wken to 

l . • 

l . 
, L 

in 

There. 

·• 1ot8 in · 

-JI: 



.. 

Weekawhen; I know 1 at the 'present ·time_, v~ry. ~.afeJy, gu_ar<i~d, 

by their owrters. 

SENATOR . DUMONT:· Then you don:'t ,.know __ or any 1:1ntapP,e~ 

sources of revenue that you haven't already.tapped locally? 
.. . . ·. :·_-,· .' · , · ,-i . _; :_ . , · : · ;; · ·; · .· ·-,_: <, ·;· ._ • :_. • r_ :·.: _ ._ 

MAYOR KRAUSE: _ That is true • 

· SENATOR DUMONT: All right. Any other questi_ons .of 
·. . ... · __ ' .. ·· 

Mayor Krause? [No response.] 

-_ Thank you very _much 9 , Mayor._ 

MAYOR KRAUSE: Thank you. 

SENATOR. DUMONT: Thank you9 Mr. Milmed. 

Berbert Fine,. Tax Goun~el for Hoboken. 

HE RB E:R T FINE: -- I. am sorfy, . gentlemen~. but 1 

do not have ·a. prepared copy '•of my s·tatements. Perhaps it. is 

safer that way;- but I ·don't have one anyway~ 
. . . 

I have been·requested to appear he:re on.behalf- of 

_the City· of Hoboken by-Ma.y·or John J. Grogan/-:who is riot able 

to be here. 

I think, it is common knowledge that for many years the 
i_ 

· cities of _Jers-ey City 9 Hoboken-, and Weehawken have been ·engage4 

in a common, effort to prot:ect .- the rat ables, commonly known 

as Class ~[I ratables, from the. onslaught of: endless· - what 

appears to be· endless - li tigat-ion by the railroads> So · 

, r: don '-t, think the~e' should,, be :any secret apciu t .-. the , fact' that 
·. . . . ·- . . -· ·_ 

• ' • • I • •• • • _- ' 

__ tax counsel for these .three municipalities have con.sulted with . 

~.ach other prior to· our 'testimony: here ·today and we• are in· 

'basic ;agreement. 
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has been' expres;sed ori behal · of the• citi~s · of 
• ' • • 1 • • 

hawken 
. I • 

. ,· 
and -!ersey Oity, but al. o fpl'.' the,record, in':t ·light.of 

some ·of •the'.i-emarks· that ha'. e,_been. made .. in 
.·· . - . . . . .., . ,,- . ·to ,the 

issue 0:E dis_criminati.ori,. wii h '\>lhich we ,have 'had : ome. corinect{ori, ,' 
:j 

I , 

I think that our posi tio,n sHould be evaluated it. th~ light o:lt. · 

the background of the +ilr~atl taxpayer and plaa :i.hitS 
:::p::e::::p:::~:;:bl: ~::}:e r:::::::l:r:e::J , undef 

· 'favore9-- posiJipt:i, in comparison te _ether taxpayeJ • The present 

.::µ::.: :e:::::i:n:2:t:::l ct::g::e:r::::ha:o:J. · ·.be .· produced 
. by the taxc;1tion Qf raiiload i property. .· I don! t · I exact ·. I i . .. 
figure. here,, but it is some• 1,n· the neighb0 . I · 1 $18:,oop.,ooo." What ram ,getti 

·t· . ! •· 
· .J · ·· o - . ·. __ ., , I 

,. ., . 

shaped:and act was· designecil and ,co"i1-strl!1 
. ·, , . . . • .. . ·• ·. . . ·• .. •. . ·I .... . l . , . . 
that obJective inview and+ ~on't thinlc thatani lothe;r:- c:tass . - . -.. • . ·. , . . .·. J i . I 

taxpayer in the state can ma e that.statement. ! ... · ... ' . : f ! 
why under applicable laI; u¥ 

... . : ·. , ·I 

pr<>i,erty is assus!'d in th?"~ 
the. ciass· II, tax, .-in.wh ch.~ 
are requir~d to pay ,,i,t f he ' payer~ . ", 'In · 

er pre .. sent .l.· .. •ar,,., t_·,h_··]I.· r. ailr··· oad 
classes, only: one , f which,: 

· . .are all interested, : the· railroads 

the: 0th.er classes, cl.as.~es and III 9; they a:re .. a ·Ji:Lghly-

favet'<ed J!)osfti an a1,;l'a{l,y ! ea~i>n of the f aCt at •the ll!W 
p~escribes $)..ZO a hundyi,d t the fixed rate by j hich these 

assessments ~re. to be t:i-ansi ted into tax 'd'ollarj • And -I think 

it. . sh. oUld i,~ ·~-ta.ted.·, al thou~ I don' t IIU!ke , rticular point 
and .I don't wish t0 be tons1.- ered a1:i ,being ~dv-e~sary 

~osltion,hete:.it0day,alt_,ougij I ·have fueen: ast ona · 

':11,·· 

·. l 



:., 

number of occasions togeth~r wi1:ll 9;1::hei;-:t:ax,:cou.nsel'. - but ,' ·. · 

'I think it' should be stated that a~· a ,re~uit .· of the ¢cmstruc:tion 

of the act in .its pre$el}t postµre ,. as. a.-r.es,ult ,,c,f a study 
. ' . . : 

that was made,.· I • believe,. by the RaiLroacl 'I'ax l3urea\l itself 
. . . . 

and, T think, is on file.· with .that Bure~n1, ·appro~fanat,ely, ;, 

some sixty odd per cent of all of the railroad assessments 
-· - . , 

. . . . 

it 11.as been calculated is at t11e fayorabJ,.e ra.-te ·anc}onl}7 · 

.forty per cent is at th~ rate at which other ta:xpa,yers are.· 

required. to pay taxes in the .state. 

In· addition to this, .· the raLLroads. under :applicaole 

law are guaranteed a fixed'tnax:imum tax:for·major railroads' 
. . .,.. . .·- · ... • ; ; 

of $4500 .a mi.le •. Then: by virtue Qf this_, they get c.redits •. 

· If it exce,eds its maximum, they'· get.· credits j:irst · again.st 

Class Ill, -t~eh '&gains:t Q1ass I and· the.n against the~r 
. --··. 

ft:"anchise tax picture., which is why some 9( the railroads don't 

pay any franchise tax.•. 

Now what ha$ h,appened over the ye,;;rr$ is .. that the.· 

' railroads. ha~e been con,t.ent' of cours¢; with their' c18sses, '1 
an.d III _posture because, t:hey get a. G1~ar ·pre1:erenee, there in 

.. comparison with other .taxpayer$~· .But they have been cqncentrat-

ing on their ciass J:I taxes: 9 :wh{ch ~s the only clas~ of tax 

upon .which they are tre.ateq · Qn the same basis with other. 
'·. . . . ' . : ; ·1· ., ·.-, 

; .. ·· . · ... 

taxpayers. The point ;is: that the Class II communities: as . 

. · a result·_ of this have had. to b~ar :the burden . of thiei. -particular 

'onslaught. o~ rai~roa:a.-l-it1gation •. 

· Now our position i~ not that we oppose ,w:Jiat t;he .. ·•-· 

. . . . : ; . . . . 

we are in favor o:t: {t, .But I think we 'Should-all :real:b:e new 
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that. th¢ .railr~ads:h .. vtbe n and ·are hdw iti. a1 
· pr~ferred position .. i~ .. ~ompVison wi~h other taj! 

. ,But bur posf t!· on t's that if in 1recogn. 
' .fiscal.positi0n.and ofthe 1 service that 

their 
tinue· and., 

.which :they,J:urnish9 it is-'{ e 'posJtiori. of :this · 
. . . . . ' ! .... · .. · • .. ·. . .. 

th.at. further· .p;efe:r:-eric\s bf acco:r4ed: -te the railroa<fs', .then the Cla~s If connn~nttifs, lat {s t<> ,,ay, the '"' \Inities 'i 

... ::t w:::: ·::: :::e:f.:t1:1b:a::e~::P::::e:st:1•·c:t::~r:h::: 
t~rininals are. As Mr. 'R-os,tb~um stated, . this is not. a · 

,. Hulis.<>t1 C0unty i>roblem th~f· is· a statewide pr·o.tlem. 

Therefore.,.if by Jtason of these cQnsia rations 
i.' 

::::~u:::rt:;::zi:Ji::J:/t:r:::tR::::t . arun .· , .. 
·i. . 

already ··been· quot~d at: l~ng:_·h·, -one of t.hem :011° p I 

' I. 
the :Report, that ''1:he.r · doe:s not app~ar to>be arit 

·reasen why:•tnose muriicipal/:•ies_,,,· re:Eerring J;cJ •. r 
- . .: .. . ·••· .-_-_ . : .- .. _ , ._ · .. , ·.·- .· .. . . . ., I 

·. Ceunty munic·~pali ti:~s !''~it ·· lax-ge. concentration 

property, ~hould be cai1!e~ t/on faj. subsidize: the• 

: the . ot~er dlstrict-s pf lhe ; t·at~, .· 
•·'' • '·, ' "•: • • -.. I ; '." 

·. of, Class II 

• I. 

. rest ef tn:e country, .depend upon 

_ facilities of these mljlar r! itro~d system~, 
.··. districts." · · · . · · ' 
. . } 

., .. ~e 'are. also -i~I a:c~trd wit~ the stat_emej , 117. that .in the event of a c ange .. 1n the tax po~ 

to.say,.ind1e eve~t thit· ari' furthe; considera~· 
' ... . ·. I . ' . . ' . l 

the railroads heyond': j:h~t: alfeai;ly . 

made' on page 
. . . . 

- · that: is·· 

.be give~, fo .. 

them - T' 



.. 

.. 

. . . . -

· the, state provide replacement. revenue for the ;mmlicipaJJities 
. . . . . . . . . : . . . 

to save them harmless .as the result o~f ;this, change in tax< 

policy. ·. ·.t .would hope .that suqh legislation would h'ave the· 
' . ' 

• added . effect. of. eliminating this 'burdensome and end:liess · .. ··· 
... ; . 

1 i tigation . in , whi.ch we. have. been engaged over the' :p,ast numb¢±-

of years • 

. To sum up our ~i,t:uatiOn as .. fa-r as I am: concerned ·: 

in relation to th~ City bf Hoboken,, we will be content,-. if; 

whatever new legislation., is pr,Oposed provides what .we con~ider .· 

to be effective guaranties to save us harmless . from. any los,s J . 

. · in our taJC7 revenue position., . We have a substantial: f:ltake. The 

matter is of extreme importance to all of ·the Class - XI ·municipal-. 
' ' 

ities .• 'The position~ ~f the City of Jersey City ,and Weehawken, 
' ' 

. have ~.already been expressed. So far as_ Ho:boken is concerned,. 
' ' 

. it relies upon th.ese rat ables. to the tune .of in excess .. 

of $1,lO(l,ooo· a year in· c~sh, which ,re.presents a substantial 

· part of our total tax_ :dollars.···. The matter is of such· importance 

that, r am certain that; all tax courisel, including my,self, , 6f 
' ' 

all. the Class II municipaii ti,es w9ul~ be. glad to· ass.ist it1 
' ' 

the construction . of the· l:~gislation.. I think that· we have 

such a great stakein:it:that'.r -and. I'am sure .the·<other ta:,c . 
. ·counsel - would like,1:~ have some. part in it ?t the-. initial/ 

level befor'f the matte·r gets,, :shall we say, out of hand· or 

• .in, hand or whatever. I think that just ab~ut .concludes what. I 

have tp. say in tl:lis, rega,rd and I thank you .vexy, much fo~ the 

opportunity of being heard here today~ · 

SENATOR DUMONT:; Any questions ·of Mr. 'Fine? 

•·• :MR. M+LLER: ·Mr~ Chairman, L don't know .. since, tax , •. 

-•ios . · 



. . .·· .· i . 
• ·1 

I. 

-. .rl. .· 

counsel. ·have been so. eoo.peri_ .. j:tive whether they . c ld heJ.p 
.. · ... · ... f k h l ' .f ·.. . . us . on ·thl,S point: I. ·. ()U tl e t. e C ass II :ra.ir· oa.d .... . . : . . •. 

· prop1erty. .. out of the t. ra:t·Jbles of the~e three .· unicip:litils; .·•· . 
. . you .1,.ave gott.en. !Ilost,·o!."the; Glass II railroad p. perj:y in • •· .· · . 

• I • 
I . . . . . ·'· 

.. Hµdson, County.,... ··I. wh~ther. in :the;apporti 
i . 

county taxes tl:ley wa.nt·.ro g:'ve some. weight t0 t 
. payments they are going ·t. o ; eceive,; if they do, 

..• . I 

they wanf to ferget. the ·who: e. thing· and. apporti ·. . . . . . I 

in-lieu 

rwhether 

· MR. FINE: No;· ·T w~uld agree. that some eight• woula ·. 
···.have to be given to ._that·. ·. · f . 

. . i . 

MR .• MILLER;, .· W 11, j I don't Icnow whethe 
! 

would ag:ree. L 
I • I , 

MR. MILMED: . NI co [ ent •. 

MAYOR }<RAUSE: ·No $ a;ttnent, on ac!.vice p ·counsel. 

MR, MILLER: T 1 ey le divided on this i 

. :MR,·• . FINE: · .. I tr nk i that can be covere\! 
point •.. · T don't think from t e standpoin~ 0:f: au . .. . . · · . I: . 1 . 

·. posture,, since ~¢ are' .atl. il basic. a_greement:,·th 

· servfce is· provided .'by iemot. trating the matt~;r-s · upon, .which 

..,·· . '• 

any great 

· we may be in disagreement. Ji · think a11 ests w~ula · · 
b •. b db l ... I - · est . · e serve· y .·. eaving 

. < SEN'A'MR fll~~: 
. I. take_ it, . Mt- •.. Ftne; ,thtt 
with your colleagues here 

' .·I . .. . ·. . th matter as it st:a.nd1 now\; . . . 
. i. . •. . . .· . • I . . . . . 
· i[ ny ··other questions?! : [No ~esp0nsi.J yf weu1d, of course, i i;n accord· .•. · ...• 

:wl:i., want to: maintain. o1 . a p~rmanent · 
' . . . , I· . . .. 

basi.s any. dolLar-.for-do · :.tar eplacemen, t that woutl d. be made for 

· Less of th¢se. revenues.? 

:MR •. : FINE: .•· W:el· .9 .uld say b_asically I am in agree-

mertt with my cQil~agues on 
·. . , ·. . . .. I , .. . . . . , . 

point.·_ .. And,:irt: 1 1• e with wp.at > 

j I •. 



., 

I just no~ said' I d.on t think I rieed to: reveal . s.otne of 

the small-crev~ce~ that m13:y have ·~ppeared in:our1 previous 

discussions'• · 

· SENATOR DUMONT: Anything e~se? · 

Thank yot1 very mµch, Mr. Flne. , -_ 

-Au,gustus Nasmi th,. Vic:-.e. Chairman .and General, Couns~l, 

_ Associated Railroads of New J~rsey •. 

AUG<U STU ·s . N A S MT T. H:; --_ Mr-~ Chairman. and 

members of the Commission: At the outset, I should state 

>that·inl962 when.we app~ared before the. Commission, the 
Ass(?ciation consisted e>f ten railrbads and we .st-the present 

time do· not represent. th~ Susquehanna· R~ilroad for. internal.· 

reasons and I make this p:teface note. because unfortunately· 

at a later time, I must dis·agree ~ith Mr~·· Biunno on certain 

contentions that he niade here·.·' 
. . - . 

Our/main-objective today.is'to meet the test·of' 

. SJR .12 an¢! -establish that a substantial reduction in ta:>ees is" 

indeed warranted by the economic status of the railroads 
. . 

operating; within New Jersey~ In additicm, .we wquld like to 
. . 

oft"er some e>ther suggestions for your consideration~ 

In this statement we shall briefly discuss! 
• . . I . . . 

· 1. - Our endorsement of the Tenth Report .of this· · 

Commission. 
. 

2. Our economic status. 

·- 3. Our self-help efforts to re.duce taxes. 

4. Comparison ·with other states~-

5 •. - A program for reliefi 
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. I 

As to the Tenth Relport, we support the' 'I recommended 

change in tax policy to protvide that all railro4-d taxes be for 
i I 

State use and that the Statf provide some form :If replace-

ment revenue for municipali~ies. . · I 
This solution reco~nizes that the railr;oad tax 

problem is a statewide prob~em; that our tax=pa¥\ing capacity 
I .· ·• 

cannot be measured by real property holdings ini \local 

municipalities because, lik~ farmers, we derive ilow earnings 

per acre from their use; ancl that we should not: be subject 
. . I 

to local pressures for increases in tax rates no to annual 
I 

litigation seeking to ~aise1our valuations. 
I 

This solution ,also!recognizes 9 on the o1~er ~and 9 

that our large terminal areas are necessary to mf1.nta1.n the 

entire railroad system which is to theeconomic bknefit of 
. i. . I 

the State as a whole. Acco~dingly 9 replacement'revenue to 

these municipalities is 1 war~anted just as restorltion of 

the Jersey Shore to pre,servJ our valuable resort I industry 

was obviously in the public \interest of all citi~ens 

Finally 9 . this 'change in tax policy willlper:i t us to 

cooperate as partners with iunicipalities in see ling industrial 
I I • development and mutual growt:
1

h 9 rather than as adjersar1.es 

where in the fight to retain! existing railroad rErvenues 
! I 

they have set high valuation! barriers which are :~n obstacle 
i 

to new rat ables for them andi 

us. 

If I may at this 

I increased freight rJvenues for 
I 

I . I 
po11int 9 I. would like to interpolate 

i 
I 

from the written statement ahd suggest that the ecommended 

change in tax policy suggestbd by the Commission in its Tenth 

1bs 
' 
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Report does att,e.n1;pt to solve" the .railroad tax p;r-oblem. 

, This problem can ,be solved within itself.. I don't think 

that further studies are required as to the hi.story of' changes 

', iti the t;r-ansport~tion industry nor,in other :t::actors, but 

tha:t,if we can consider the tax problem on its on, realizing 

tha:,t .it will not ~olve. all railroad problems, 'but, also 
. . .. 

realizing that this is one. of ou:r;- major problems; .and·: if we 
' . . . . . 

' can proceed ahead ' to aolve thJs one i;najOr' problem, the other 

problems can be tackle<;l. eitl:ler ce>ncurrently or progressively 

. after we have.solved thi~ .problem. And· this is the point 

. at which r·mu:st disagree with Mr. Biunno for l'.Thom I have-
.· .. 

· the utmost. respect. · This problem, the tB::,c .prQ.bletn,. is broa.der 

th.E3:n changing in c3:ssessment practices ()r.chan,ging in the 
. . 

·•·penalty interest rate from, 12.per.cent down, Let's-say, to 

8 per cent. 

The problem simply re.solves itself as towhe:ther 

we can afford as_ an industry ,to C'Ontinue paying the present 

load. As one spe,cific exampl~. - a:nci as I will mention. later = 

because o.f lack of ca.sh the Erie-Lackawanna Railroad on 

December 2p.d, 1963, did no.t pay and was forced t() with.hold 

· $2 ,. 000, 000 of taxes due.. They are now pctying interest at 

• .:the rate. of l .per cent per .month or 12 pe:r- cent per year. 

:Well; on an annual basis ,that amounts;. to $24,1 000. If. the:. 

statute were . amended· to reduce it, to 8 per _cent, •they would 

now be paying at the ;-ate. of $16, O.OQ~: . They would have- a n~t 

gain of $8,009. -. 
We are not here talking about. que.siJionSl. of $8,000 

o;r questions of that lesser magnitucle·; .we are •t~lking · about 
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~aj9r. pro~lems that JuiJ we believe• 
. . . . ·--1. ., . . . .' _9 

'lcjng ... range reductiens '.;•n taxes and also 
-_- sup:s~8ntial. relief•' · 

Obvi.01.is ly we? 

that statute. .·. But wha., · I a 
. i 

su:re, would· adv0ca· :. 
-~rying to·say·is tj 

.. .. •' i 

a change i 
'at.this . 

•· n·ot of minor' cha:n~ . pre~ent time the questfon 

stEttutory .procedures; }e'fia~ y interests, assess •ng practic~s 

or. ~hythi1;1g else>. We i-eli~ e the t:bne is 

sin either-

.· ' . . . ·., I' : , 

rec~nsider,ation:f thetpro~rem.ba~ed the Cange in 

,·- policy -recommended .--by_,1he ;I~is.s ion· __ in_ its._Ten. ~h Report 9 

· p.ame1Y; a substant..al rangl in tax policy .. Il.d I hope te 

. demonstrate wit:•h. '. s.u~.stt_n•. ·t.i£ll'' ~ax_ ~eli~f ~o the [I ailr:ads. 
-If I may digr1ss f: I rther,-- Mr~. rine and have been 

adversaries'...; Mr~ RoseJblum and I have been' adv . · .. ·. . ·. ·_. . . ' I ' I 

tO establish on our pa t as plaintiffs discri/n±f tion, I ·•·•.· 
·· __ think Mr: Rosen'Dlum. has ove past. hist~ .. _· of beiitg, · 

- . . I . . · ..... I ··. .• .·• 
~ri. :a.dversary. ·Perhaps ~r. ine ~nd. t have ~eme/ iffictiities in 

·. . · ·.·. ··. . I ·' . · . . i ' · 
. c;:hap:ging ,so :•~apidly 0 .·_. ··sJe. I . m goirig to, ,if J:. tn~y •· C int:~rject:· '·; •· 

. . . , ,- . . . I-· :-- .. · .. · .· • ·._·. I i 
· .. ·•·•j~st one. thi;;;g o~ .the 'Ji\i~$t· arr of,· x-ailroad Va1u.\. . 

. • .... As: tJ:ie Chairtnak sf ted/ ancf cor,r~ctly i ·.• (:Ute . c0nf e:kt·9 _·. . .. •. . . ' . . .· ' : I · ·_ .· ' ·.. ·_ . . •· ' .. ' . .. . . . . . . .· l 
there. has not 'been a geper-a:_ , spe·ci~i·~;, mile-by; 

, . . . . . . I . . . . - , 

·._-_ of ;,;.ailroad · property 'siti.ce- he initial ·on'e :tri:'..l.~ 

· , other h'!nd;. it h our •!'~tite tfoil, and Properly ·~· 

that railroad. propertiek._are,.examined· anrpially, ' 

. ef .Taxati0fr: and:•more sp1cifi .:~llyi>·1:~~t fn. thi 
·• f0ur • yei.rs , •' the' ap1>i;tJ1»late : tii-eau ha~ 

' ,,•' . \-

On the ) 
. . . ' 

he:LieV~,: . · 
• I . :· . .; . · l . 

•.,.the. Divisiqn · 
i _: -··: .. _ -,_- ... r·1' 

st thr~e or 1 

I 
eva-iued.en:[lts 

... 



., 

JI. 

own railroad properties in most of tli.e major:districts, 

taxing districts, in the state - I would say at least 25;.. 

and I am sure that this has occurred in Newark,.. ·: ::·~~ · ·Y1 \·:,0. •·· 

Camden, Atlantic City, Perth Amboy and other areas. And if 

the Commission would care to have us submit a list, we would 

· be glad to do it • 

Now if r·can forget my ownpast history as an·adversary, 

the question is not one of revaluation. The net effect-of 

revaluation can either be (1) an increase in our valuations, 

which we cannot stand, or (2) a decrease, which if it extends 

too far will have serious impacts on the municipalities, 

particularly those in Hudson County from.whomyouhave heard 

this afternoon. So we believe in the Tenth Report, the. Com-

mission'has indicated the solution to the over ... all problem, 

has correctly established the basis for solving it, and we 

think that the other questions are of not.sufficient magnitude 

to be of any help at the present critical condition in our 

existence.· · 

Now I get back to what I call the meat, which are 

the economic facts,which will certainly pe of more importance 

to this Commission·than any arguments or any presentations. 

We presented a study of our Post World War II 

economic condition to the Commission in 1962. It appears at 

pages 9 through 37 of Volume IV of the transcript of the hearings. 

That statement covered the 15-year period from 1946 through 

1960, including some data.for 1961. We have not revised the. 

study, but we would like to supplement it9 and we have brought 

the major appendices-up to date. 
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'1 

I 

, h i We said tat New ~ersey 
I 

railroads wer:e in worse 

financial condition then ttlan.they were in .h I . d . . 0 t e great epression 

of 1932 and the severe recdssion.of 1937, 
I Unfottunately,that 

is still the case. 
I 

system net deficits[have improved 
. I 

Although compositel 
I 

I ' 

from the $64 million depth~ of 1961 9 the.y were 11 45 million 

in.1962 and $22 million in 1963 9 as compared tq a $12 milliqn 
I . . 

deficit in 1932 and a compo:si te net income of $ 3 million 
I l 

in 1937" We refer you 9 pleii'ase 9 to Appendix t 9AH 
I 

Earnings for the t 1wo large.st roads did improve sharply 

in. the final quarter of 19613 so that Pennsylvanja went into 

the black by $9 million anJ: the New York Centra1 by $7 million, 

What of the smaller roads? j 

I i 
Jersey Central andi Erie=Lackawanna 9 maJor commuter 

lines 9 had staggering deficii ts of about $7½ and $6 million 

and 

two 

and 

$16½ and $17 million 9 rrspectively 9 . in each of the past 

years. The· large losse:s for Lehigh Valley 9 Susquehanna 
! 

Pennsylvania-Reading Seif1.shore Line have contiinued 9 and 

Reading Railroad 1 which use~ to be a profitable·railroad9 

now has a three-year trend pf substantial red=ink figureso 
I Losses from suburbkn and commuter passe'nger 

service affect our ta,c..payirg ability as you ha,e heard 

earlier today" The total deficit from providin this service 

from.1960 through 1963 was $82.16 milli0n 9 while the State 

paid the participating railroads under contract a total of 
! 

i 
$21 million 9 leaving a net deficit of $61.16 million" 

! I 
I ' 

Parenthetically 9 if Commissioner Palmer appears \efore you 

this afternoon 9 I presume tfat he may discuss tris very same 
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·. ' problem, and he will certainly rely on his ffgures. 

p _. \', 

Meanwhile these same~ railroads were assessed.a 
. . 

total.of-$55.2 million in NewCJ~rsey.ta:)Ces during-those four 

.·years. 

Financial condition·pf .the smaller roads remai.ns-

·. critical, and more· so than, in 1962 becai.ls,e their Hcash" 

;position has further deteri.orated. 

Working·capital of.$25-million.at the end of 1960 

-reversed to·a $2lmiilion defi~it in.1961, a $54million 

deficit in 1962 and a $64 million deficit at 1963 year· 
. . . · .. 

end. This i~ set forth itJ, Appe~dix 11B't.· 
·. . . ·. , . . 

As previously men t1oned, because the cupboarq was 
. ,•• , . . .. 

bare·, on D~ce¢her 2, 1963 Erie"".La:ckawan!la was forced to 

·._ withhold payment of $2 million of the amount of taxes due, 
. . . .· .· .. 

and as of today .after m.a~ing_ four, I believe, partial payments, 

two of which carrie out of iand. sale, ·they st:til owe $1,249 ,ooo. 
· As. you r1ow know, Federal legi~iation authorizing 

the·. Interstate Commerce Commission to guarantee. loans ,to 

railroads expire·d on June 30, 1963 .. 

· In. ~ur. previous··statement to the Commission, we 
. -· .. 

·referred t;o·guarantees.to·NewJersey-~ailroad$. that h~d 
. . 

-been approved, totail:tng~; $48,723 ,0O0. •· Subsequ~ntly, Lehigh 

: Val~ey obtained anottier $3,500,000 gua::ranty in 1963 and 
,. . : . . - . . 

Susquehanna one for .$550, 000 in 1962. -· . And you heard earlier 
I ·, ,· 

tot;lay reference to the· initial Susquehann:a loan. guaranty of 
< ·.- . ·. .. . . ·. ·- ' . 

$300,000, I believe, Ypu have also heard: from Mr. Shoerrtaker 

·as to -the J~rsey.Centr:l's application for loan guaranty. 

Erie-Lackawanna. streni.1ouisly fought for a further· 
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$15 million guaranty, }ate, scaled down to $5 'I' llfon, in 

an application filed b~fore: the expiration of Jfe act 9 but 

was refused •. And as al
1 

con~equence it could no~
111

1 pay its 

. taxes last December. 

So some of 0u~ ra,llroa.ds have thus com to the end · 

of the line for capital and for funds to repleri~sh working 

capital. Their '~cash'/~ f pos~tion. is truly cri tid 1. 
. I '' . I 

.In our earlier re~ort we indicated the number of 

.employees and our payrolls .I · Our work :I: orce has; continued 
I 

to decline 9 d0wn to 17 1f784 employees in 1962 an a: $118 

million payroll 0 ij 
We p0inted out in our 1962 statement ' ,hat New Jersey 

· tax payments <>ver the is-year period then disc,sed have. 

exceeded New Jersey. earnings by almost $300 9 OOd. 91000. The 

imbalance continues. 

Then.we empha~ized the fact that forte peried 

1946..,1960 aggregate taxes.p~id New Jersey exceeded aggregate: 
I . . .·· 

system net income for four pf our railroads. if we 
. ' 

Upc;late this.information to ~nclude .the last 

since World War II 
'\ 

exceeded aggregate 

'1 

aggre,gatb taxes• paid New 

system, nbt income for the foi lowing six 
· r· ·,.. · , ·1 . · . 

railroads: Jersey Central 9 lErie=Lackawanna 9 Le]High Valley·9 

. New Jersey and New York, Pel nsylvania-Reading ~Jasher<a Line, 

and the Susquehanna. 

taxes. 

i 

We have contiriued rur self=help effortjs 

We. have continuecl tf contract our track 
. . ' . 

pr9perty holdings., as i-ecom.tnended in the Third 
I ' I 

Since ·.1961 we i have! taken another 205 
I 
I 
I 
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·. of operation and we have disposed of an. aq.diti9nal sea c:1.c;res 

· of Class II land. ·.These· specific figures are set> forth_ in 
. '.; • • • ,· I 

- appendices. ''F" and 11G". 

Thus; since .1946 we have disposed· of 2_,225 acreEi _ .. 

·of Class II land, more than a ~O per cent reduction~ 
i 

Comparison with tax burden in other states - We believe 
.. . -. 

the basic question.really 1:>efore the Commission is•"How much 

in.taxes can the railroads pay?" Nevertheless, the Commission 

.in.1948 also thought it im.por1:ant to coi;npare the tax burderi 

in New Jersey with that in other states, 

Accordingl.y, we have prepared an exhibit (Appendix"J") 

· which shows that on a track~mile basis ... and t.his ,fully 

·. reflects the greater density of track in terminal yards . . . - . . . 
. . .. 

oµr New Jersey tax load is over three times the national 

. average. · Th~ national rate in .. 1962 was; $1,007 per track 

mile. In New Jersey we paid at the rate of $3,415 per track 

mile. 

·. I mi:ght interpolate that in. the pa,st. there have been 

comparisons made on a road-mile basis which woulq compare a 

.mile of railroad in the Kansas wheat fields and a mile of 
: . . . . ' · . 

I 

. · . railroad in New Jersey. terminal area, without any considerStion · 

of the number of tracks within that road mile. · · T.here has been 

criticism of that comparison.in the past and, therefore, we 

have used the track-mile.basis, which :would reflect the 

density of a :termi.nal:.·~o~d;.;mfle,< li:n-1Hup11:rafi: ·Cou.nty which might 

include 20 tracks w_ithin it and thus· we think this is a fair 

comparison. 

Interjecting again, Mr. Taber indicated that I might 
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! 
I 
I 

. I 
I 

· have some statistics· ~s to 

pe.r mi le or . per track lrni/le 

I 
I 

taxes 

with certain states!·. 
' . ' 

I_ 

ea.stern seaboard. Th~se slates have a diff eref __ taxing ! ._ 
system. L cannot give you any such comparison! t the momen~. __ 

·, 01:1. the· other hand, if \he - ommissio'n shot.ild de~. re 'a c~mpa;}son 

:::::. ::a::e m::::\::j:: :i::: ::~:e:t:i::::t states · :: ·. · . 
predut'.!e it, But we ~+notl•do fr_· on a .Class I~ ·. basis 

because some of these !stat· s do not fax in that 
: -- · 1 

fl • \: Ill' ; '. ' ID -

-The- Commissior m.i~ht also consic!,er other states 

· ·- wi.th similar railro~d !prohlems ·nave ·dorie to pre 

... relief.' New York in 1~59 Jnacted legisla'.tiotl . Provide• it~ 
railroads. with an ~nnu~L $ 5 millien tax 

_' i -, .· ,_ . 
• - • I . - , • 

grants=in..:aid,to locali mun"cipalities of 
- - . I . -

which-their revenues. a.bcre sed~ ·-, 'I" .believe 
. . ··, . 

tO this provisian earlWer. ' '.That same year . ! . . 

by 
_aber ref err~d 

·completely eliminated '.all tate retained ,taxes,: rai'l:r:-oad 
- - I _ l _ 

property and earnings,: whijh was its, counterpa:rJ-, to our 

Class - I and III taxes. i 
I 

A progr~_for; rel"ef -We_suggested atj-~-pointi 
I I 

program to the Commission_· i ·, 1962 (repo~ted at -

in the Tenth Report) b~t ~s'thereshltof. commend~ci 

change_. in tax policy ot the Commis~ion -in that \ only :_ 

two of th em need be urked today : ' 

( l} . Reduc'tioh' of . lass II tax~s fro~_! current. 
-- . . ' ' . . i '' . 

. level"(1963) ·of $14~7 tilli _,. . , . . I 

. . . J . 
( 2) Elimin·ation c:,: 

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

· aga:i. n in 1963, $2·:.--4. l[litlion. 

Class I and ·tot~lli11.g, 
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We certainly continue to supp~:rt the proposH:icm 

.that all passenger facilities should be exempt from tax 
because they cio not provide. a prof1t, but are rnaintained 

only as a public service. However, this.program.will be 

achieved by the proposed reduction in -Class II and elimination 

of Class I and III taxes. Moreover, the estimated maximum 

red(lctionof $3.5 million from.exemption of all passenger 

facilities wo'uld not provide (l's with the relief that W~-'- feel 

is necessary. 

Parenthetically, we might state after listening to 

some of the earlier discussion that.we be.lieve the Commission 

may well consider the fact.that railroads are vital to the 

economy of this state for their.freight services as well as 

their passenger services and that this whole subject should 

not be considered merely in the ccmtext of the immediate 

··relationship to passenger service and passenger deficits. 

Accordingly, we fully endorse the·Commission1 s 

apparent.determination to solve 1the entire Class II tax problem 

· in one package - a problem that has plagued this state for 

almost 100 years. 

We believe our economic status fully warrants a 50 

per cent reduction in present Class II' burden down to $7.5 

million, approximately what we paid for the use of municipal-

ities-in 1946, which was a high..;earning,·post World War II 

year. This would bring us rnuch closer to the national average 

tax load per track mile. 

Wehav~ a·committe.eworking on a formula to achieve 

this result, using.a property base·combined with an earnings 
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factor. Again interpolatill;lg, this would result 
I 

variable tax rate.to be apilied' uniforrrtly throu . i . ' . 

state. This study shouldibe completed shortly 
. . I b . . . request your permission to i su mi t it .. directly t 

Director. I 

I 

k f 1 .. i • f h 1 We as . or e imin'ftion. o t • e C ass I, 

. 1 b ·1 d . [l . . d . private y- ui tan privatT y-maintaine HmaiJ;l 

supports both freight and fassenger service, 

in a 

and we. 

the Staff 

ax on. our .. : 

tem'J which : 

of the 
I 

Class III tax on personal P,roperty which inclu es passenger I , 
equipment. 

The state retains these revenues and t erefore you 

have no replacement pr:oblerri. 9 which in 1963 amoulted to approx-
. I I . 

imately $1,650 1000 from ClBrss I and $700,000 fo:t- Class III,, 
, I 

for a total of $2.36 millidn. 
. I 

In. conclusion:, th~ s.olution of the Cla s II railroad 
I 

tax problem will be a, mile~tone.in.this state. The change 

in tax policy recommended ]:j1y the Commission wil require 

replacement revenue -of: $7 .3\ million if municipaiities are _to 
' ' ' I I 

be saved harm.less. The ado\ption of a new tax s1urce is, 

of course, a matter for thel Legislature. However, we are. 

f . d h ' 1 I . 11 . h I · . con 1.. ent that t. e Leg1.s at 1ure W1. • give t · e Commission's 

final recommendations careful consideration bee use of the·· 

specific request that the final blueprint be dr fted. 

In the meantime,+ earnestly request he Commission 

to give attention to our. ref uest that Class I a d III taxes. 

be eliminated = a subj~ct nrt covered in the T·e th Report 

and also a problem of lesse]t' magnitude not requ 0 ring replacement 
I 

revenues - so that legislatk.on might-be immedia ely drafted. 
I 



The condition of·. sorrie 6f our raiJ..roa.cl's is; soi. 

critical - and you have heard that today specifi6ally 

concerning one of them - that substantial· tax relie;f in 
. . I 

1964, we feel, is a necessity. Thank you, Mr. Chairman. 

in 1964. 

SENATOR DUMONT: Any questions now of· Mr. Nasmi th? 

:MR. MILLER.: I notice Mt. Nasmith'refers to relief 

If my memory doesn't fail me, the railroad' 

tax has already become a lien forl964 and I wonder whether 

it would be legally possible to do anything before. 1965. 

MR. · NASMITH: It is my understanding that the 

assessment of Class I and Glass III taxes takes place on or 

before April 10th of each year and, therefore, with respect 

to this•pa.rticular emergency-type relief that we: a:re seeking, 

I believe there is time for legislation to accomplish 

whatever might.be :recommended by this Commission before 

April 10th. 

MR. MILLER: I don't remember the act as well as 

you do, but T think the April 10th is the striking of the 

amount due, but the act is retroactive with liens'. t.62·.1a:~.uary 

lst,just as it is in·ordinary property taxationo I may be• wrong. 

In any event, 'there isn't very much titne; 

SENATOR DUMONT: We have the head of th"e Division 

of Taxation here. Mr. Kingsley, what is your recollection 

of that? 

MR. KINGSLEY: lam just talking off the top·of my 

head, but r·rather think that what we have here is a determin;-; 

ation of valuation by March 10th and then that in turn is 

certified to the County Tax Board and the: County ·Tax Board 
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I 

I 

I 
then determines the tax by! applying the local· -ate. 

MR. MILLER: Not rn Class I. 

:MR. KINGSLEY: . On\ the Class I - well, the s.ame , 

thing..., we determine the v{ilt!-ations by March 10th. 
. I - • • 

SENATOR DUMONT: That is in Class I I - -

i 

:MR. KINGSLEY.; I, on't recognize the ,.pril 10, 

do you, Earle? --

:MR._ BARNES: . By A ril 10th is the dat which the 
I 

.County Board certif:ies the\local tax rates to the-Bureau, 

technically on April 1st, ~nd by April 10 we at supposed 
: I 

to apply, those .rates to the, Class II property nd certify 
l 

the taxes. So the taxes r~ally are determined hen those 
I 

rates are applied. We donrt always get them.at that time, 
! 
I_ 

but that.is the statutory <jlate. 

MR·. MILLER:- That t s not the lien date. The lien 
I I 

I 
date, I think, is Janq.ary fst or thereabo_uts. 

I -
_MR. -KINGSLEY: Ex1use me. That. April 10 would still 

not apply to the Class I a~d III taxes, would it? 

:MR. BARNES: ;Yes, :I we determine them o those dates 

too. I 

I 
:MR. KINGSLEY: Then that doesn't enter into.the 

I . local tax rate is_ what: I mfl:!-nt :to aay. -
I 

MR. BARNES: No. j 

MR. KINGSLEY: . I l~n' t.- know if there is any answer 

·. to that. I 
MR. MILLER: Theri is an answer, but don't-, know 

it. 
I 

MR. NASMITH: If t might, Mr. Chairman, I would be 
I 

glad to submit~ memorandu~. But r dtd look.up the statute, 
I 

12i0 

I 

i 

\ ' I· 
l 
I 



particularly. wi th>respect to Class·· I· :and t1:i. · 

SENAT-OR DUMONT :c And. you' think _the. ·date T·~;-Ap:r-1.i. 

MR. NASMLTH: T believe the, final ·assessing date 
' ' ' 

. is April· 10th. And as to those· taxes;··· the revenue of which 

>is': retai"ned: by the state, I do not belfeve· that 'they c1.ffect 

'local municipai :rates in any way nor are the amounts of 'those 

asses~ments reported to local mtmicipalities. We do have a 
. clif;Eere·nt. situation -with. respect to: ·class·_ :rt property,. the -· 

~evenue of which is .allocated back ·to the muriici:palit{es 

and those reports.or £inal assessment:smust be<certified-

.· on: Mar'ch' 15th under my re'collection:~ · T am emphasizing this' 
' ' 

because I believe' as to Clas-s I and III. the final ass~ssments 

aba not made until April 10th and that if emergency 'Legislation 
. . " . 

c:ould be er,:acted before that date, it would be in accordance 

with a~y constitutional problems and in ac·coro.ance with · 

the statutory_· law.--_ 

BENATOR'DUMONT: ·Well, i.f they 'don~t affect the 

local.tax rate evenafter_those·taxes were collect:ed,·there' 

probably'would he no prohibition againstleg{sl,ation that. 

would require the state to· rett1rn them for·. a·· particular year, 

· . or would there be? 

MR. MILLER: ... There would~ 

SENATOR DUMONT: · There · wo·utd. 
' ' 

:MR~ NASMITH: · I would have ... to conc_ede there would·_ 

beproblemg-if the r~lief.wa:s:achteved afterApril, 10. 

· • SENATOR DUMONT: Ju;st- a _prac:tic·al problem of' getting 

something back, right? · 
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I 

I 

MR. MILLER: Well, a cons.ti tutional. p[ohibition 
. I a:gairtst grants to o.r f:.or any private corporatic;:, • 

. I 

SENATOR DUMqNT: .. 
1

D .. K. Any other quf tions of ' 

Mr. Nasmith? Mr. Beqk. · .· [l · · 
MR. BECK: · Iin y· olr statemen. t I don 1 t ii ecall hea.ri~g 

I I i I 

::y::i::a:~u:A:~:~n::r:e::en:::
0
~•-a:o:!er::::::dation 

• • f I • • I 0 

time is that we shoul1 paYi
1 

some franchise tax ··.for the. 

privilege of operating; witihin the State of New\Jersey. 
: I . i . 

we··p~;rhaps ;, looking fprwa~d hopefully into thelfuture of 

,twenty years from now~ migl~t' Hke to suggest , the s'taff 

the possibility of so~e ,,mdment. . But our ba1c Position is that we should, pay', somel franchise tax for t1e privilege 

of·. operating within the st:ate and also from a ~ractical 

sta.ndpoint 9 bearing i~ mink that the State Ass:eissing Bureau 
' I . 

requires some financi~l su~port to maintain itself. 

. . MR. BECK: !! just[wanted· to ascertain! fotir position 
0. n. that. b. ecause I didr t rtCall a ball that it: ~I as in your 

statement. . .. • : .· . \ ·. .... . · . · . ·· .. · . 

Mr. Chairman i may I I ask another. question at this ·· 

point? 'i · 
1 I 

SENATOR DUMONT: @o right ahead. 
' I . 

MR. BECK: I~ you! statement you mentf1ned that 

earnings for the two. ~!arge,t railroads did impfor1 ve sharply 

in the final quarter. qf 1963, that the Pennsylv niawent 
[. 1· : 

into the black by $91,doo 9 000 and the New York ¢ ntral by 

$7,000,000. · Woul~ yoj ind~cate to us what the' I easons for 



that sharp .increase in profit$ were -in -view -.of. the: :E.act, that · 

the ot:he,r railroads seetn t_o_ be_ ,going· further ~P.!i further 

in the reverse direction? 

MR. NASMITH: In my 1opinion the basic• re.a.sons for 

their improvement were two - improvement in freight-revenue, 

and; secondarily, the achievement of results from some of 

-- their efforts to curtail; expenses. And if_ I might add, both 

_ of those railroads, operate in a large.number of.states. 

· for e:xample, __ I do know th_at - th.e Pennsylvania operates in 

_, l.3 states. -They have . a greatei;:- percentage of long-hl:l,ul 

freight volume than the other ra_il-roads that._ represent this 

Aesociation and that, _I believe, helps to -acco~nt for the 

difference in their financial results., __ Of course, as to the 

- New York Central, they do not have. the New Jersey passenger. 

loss problem that some of the other railroads. haye also. 

SENATOR DUMONT: • You mentioned that other states 

t,ise different ~ystems of tc;1:xation. Would yqumind outlining 

one or two of those? 

MR. NA$MITI:I: I wouldn '.t mind:, blit I am not .competent 

today. For e:xample, we referred to. Connecticut. , Instead 

of a Class I tax as such based on main stem,· they had a _ 

property tax base on_ ro_adway, but the definition of 11main stem" 

was di_fferentand they h~d it yoml:;>ined with. an. earnings 

factor. Beyot1d ,that, I atn µnf()rtunately; not prepared t9 

give you an accurate description o-f .the taxes_ in these_ other 

state~ •. We cpuld develop it ,al}d submit it. 

_SENl\'l'OR DUMONT: . Suppose the ba_se were cha;nge_d to_ -

something l.i~e net earnings. _ Are any of the rai~roads operating 
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in New Jersey deriving any net earnings at the··mom.eri't? · 

MR. NASMITH:. 1 The, Pennsylvania and th New York 
I 
I Central. 

SENATOR DUMO~: rust those.two, 

MR •. DAVIS: ln NeI1 Jersey or are you.• alking systemL 

MR, NASMI'I'H: Sys emwise, 

wise? 

MR. DAVIS: ·aow alout in New Jersey? 

MR. NASMITH: : Wittin New ~ersey I am ot sure if 

those.two are. I'd have t~ che.ck it out. 

MR. MILLER: :AccoII ding to your figures, there is 

an income· - Appendix- '~A11 • • 

MR. NASMITH: :Appe j di~. ,,,1A11 is system. would have. to 

translate that down t~ tralk m.iles. 

MR. MILLER: : .. You Iould just allocate 
miles, couldn't you? 

MR. NASMITH: I s1ould say that the 

by track 

mula we 

are trying to work up. to sibmit, if we. rnay, ·is: .ot rela.te.d · 
, . I • solely to earnings or 'net earnings, but include within the 

. . : I . : . 
context of the Tenth ~epor.j a. property base. and an earnirtgs. 

factor on 'the theory that 1.f we reduced propert in a taxing 

district or increased :prop· rty in a taxing dist I ict, that '· 

should be_reflected inthe·revenuecomputed for that district 

or the credit given to_ it•. E}ither plus or minus ·n the proposed 
. , .. I • 

replacement revenues·t~rou;h state.aid. 

SENATOR DUMONT: · '¥ou mentioned ·here t wl;t.at you· 

are . looking for in re Lief •In Class II tax is a ut to about 
I 

50 per cent of where i:t is today, which quire $7.3 
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miilion of replacement money to municipal{ties.· Suppose.; 

that this were done on Class II tax and suppose ·at the·same 

time that the state decided to<eliminate the cohtract..:for-· 

services money in order to have funds to -make up the replacement 

to the municipalities. What -would the reaction .of the railroads 
'' 

be to that type of action and could you continue to maintain 

passenger service if you just got a tax reduction at the 

same time that the contract.-se.rvices money ~was, elia;tinate.d? 

MR. NASMITH: I think the. ultimate answer would be 

that we could not continue· to maintain passenger service.. · 

SENATOR DUMONT.: So that the tax reduction is only 

part of it. You still feel that the I'ailroads would require 

money from the. state on a contract basis if passenger service 

is to 'f?e maintained. 

MR. NASMITH: Ye.s, sir. 

SENATOR DUMONT: Do you know whether or not New York 
\ 

State had any municipalities that are quite hi. the same 

situation as municipalities in Hudson County when they granted 

grants-in-aid of half the amount by which their revenues were 

decreased or don't they have the. same type of tax that we 

do - Class II? 

MR. NASMITH: I would assume that it was roughly 

comparable to Class TI~ To answer your question specifically, 

I believe that Buffalo - I can't remember the county in 

which Buffalo is located· 

SENATOR DUMONT: Erie. 9 isn't it?. Erie County. 

MR. NASMITH: I believe they have terminal properties· 

comparable roughly to those on the Hudson River, theirs being 
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. . 

both inland and cm. the . Grea Lakes, and tha.t absorbed: : -\ -. 
. . .· ... 

some t~x reduction. As a matter of fact, I. 
. . 

· __ · present time. they are ~akinl some' complaint .the ·amount'· .. 
I. 

that they had to absortj. 

·SENATOR DUMONT/: D. d this• legislati_on 
i 

· New York .. I . , 

State, dq you know, pr~vide .for fifty cents., T 
_·. . r . i . 

• I . ! . 
. . I · the dol.l~r replacement 1on a .permanent basis or it decrease· 

it each year?-· 1 · 

MR. -NASMITH: . \No, it was on a basis 
' 

but with the intention~-: whi achieved; -provi'ding· a $15 

·• mil'.liai. reduction in the lota tax bill, which at \ time of .the 

act was. roughly $45,000i,OOO~ -• Btit to be 
1·. : 

· achieved· over a .thre·e~y~ar ' eriod and -·the three~ perio·d · 
. ·. I. . . -· 

has now run out and the·.act. is .. n:ow effective on . permartent 

basi~. 
. . I -
_ SENATOR _DUMONT: 

. . . 
n it was to·-cut ·from 

I 
·_ . :(ior;t:y-five. to th_ir.t~ ,millio1t 

. . . . . . ' . . . . . . . . five 

millicm dollars. a y~ar~J-Ts: hat approximately ~·ght? · 'Five 
t:· ; , • ' I. . 

million the firs't y~a-r; lthen'ten·, ·and: then f,ifte! n. 
. I .· .. · I 

I . . \ 
· - MR.· NASMITH: _ · )f es~ · ... There -.was a· gen tlem· n from the 

New York, Central Railro.la her who is famili8r with this. /ind 

he wi 11 correct me . .;Lf T am· wrong, I am sure. 

SENATOR DUMON';[' · Is he here? 
. . ' 

MR. BASSINGJ~R: : This is s.ubstantia;Lly c rrect, t'ttat 

· the relief was designed ~o' bel$15 million when thf law -became, :fully 

effective and in. order t.o le sen the immediate ef ~ct o:E it, it 
. b . . ff t. . "th j .t ( f hl $5 . · 11 

' . 'th. ·f .. - . t ecame - ec .ive .J.n _ . reie s eps o ·· roug. y .· .m1._, ion .. e ·_ 1.rs 

y-ea-r, $10 rn:illion the s~cond and $15 tnilfion the.' hird. 

26 

. .,. 



"' 

SENATOR DUMONT: W'cmld 'yo9-, identify yo4rself,, sir? 
,< s" • • • • • • • •• • 

T.ax ~anager, New Yor~ Gentr~l .,Rai.lroad. 

SENATOR DUMONT: . Do. you ~now whether ,~Orr\~. -.o~ .tl:~se . 
. · ·.. . . ; , ·. ; . ·. ·\ : 

.. \ municipaliti~s in New Y,ork State were in the saµie f:lituatiori. 
. . . 

as those in Hudson County that, you _heard t:es~i,fy tqday? 

MR. BAS SINGER: AE4 Mr. Nasniith said, I think.t;hat 

Buffalo probaply is the most nearly comparab].e.-. I. think, 

. however, that there were _noocommunities tn New Ye>rk State, that_· 

had isu~h .a heavy concent;r-ation of railroad prope,rty as the 

Hudson County communities that have been mentioned h,ere tqday • 

. SENATOR DUMONT : And they received .one ... ,half Of .their 

replacetn,ef!:t and then had to look fqr other l.oc~l sources of 

revenue to make up the difference? 

MR. BASSINGER: That is correct. 

SENATOR DUMONT: Are they back at the Legislature_ 

now trying to get the other half? 

MR. BASSINGER: __ Well, they a:r;-e very unhappy with the 
. . . . . . ,• 

additional_tax burden that they feel they-have had_to bear • 

. SENATOR DUMONT: But th,ey are ].iviri.g with it; is .. 

that correct? 

MR. BASSINGER:- Most· communities are living with it-· 

without the unhappiness that you might expect there. to be, but 

l have .to admit that Buffalo has II!,ade a little more hoise recen_tly 

them other communities, probably because they are more heavily 

affected.than .most·communities. . . •, '. . . i . : . 

SENATOR DlJMbNT:: · The Senate: Majority Leader is from 

h . ' h ? t ere too, tsn t e. 
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MR.· BASSINGER: j·; Th .t 's right, .. b~t, i ·c10J t · th'ink · . 
. ·. . . I ... . 

that. any .. significance. ban '!Je. attributed to that ; since. he 

seems to be fairly sattsfi~d 
:· '. : . :. · .. (•,' 

with th~ equity 0£ the·,;~/tiroad 

tax relief legislation:· that 
• . I 

was enacted~. 
J 

SENATOR.I)tJMON't: ank.you·· very much, [: ir. 
i I Are there. any[.furt er questions of Mr.\ N·as~i 1:h? '· 

Mr. Kerney. 
I ., 

MR. KERNEY: .· bo I. ndersto;tnd, Mr. Nastrtilth t,hat you •·.· i. . ' 
suggested this · Cbmmiss{6n s 0tild · recommend ,to t:1 e Legislatuie 

r i. 

£or. enactment by AprilJio of· this y·e,ar the 
· · · . · · i · I · .· .. · .. ·· · · .. 
Class I and· Class III taxesi? · . · 

, . I 

of the 

i . ·. ··•. 
~. NASMI'l'H: JYes, sir,. if possiole-

··· MR. KERNEY: Well, I can't. ~peak fo~ t e Legislature' 
I 

· but they·. have never. en~cted any of our recommen ations quite 

that speedily. 

MR. MILLER: 

statute does say the 

t thf same point, Mr. Chi innaT\, the 

li,en.takes effect as of first.day 
. .- ; . . . ' . . . . : :· .:_ -· _:, . _;·_. ( . .- . . . . ., ' 

. of the year on which tij~. ta , is payable 9 . whf ch uld be 

·January 1~ '1964.·.· :/. 
I 

SEN AT.OR··• DUMoJ~ · 
. i• :. 

bill would invo .. lve a fi!scal note. 
I 

Mlj.. MiLLER; ~o dor '. . . . 
SENATOR, DUMONT\: Jy further questions 'f Mr. 

1'1a$1Uith? [No l:'espOYlse.:] Trnk you very much, 

.. [The Appendices ref erred to by Mr •. ·Nas· ith 
.can be found 1begi, ri.ing on page 183 of! his 
transcript.] 



SENATOR DUMONT: . I will call Commissioner Pa.1ID.~r 7 

. plec1.se., 

Commissioner, do you have copies. of a writt~n. statement 

or anything.there? 

DWI GH·T. R •. G. PA L M E R:. I, have copies of 

a. presentation which. I willbe delighted to leave with you 

but TtID. afraid itrs; ,not very muqh of a. contribution to 

you;r- prol:>lem. Nevertheless, factually: there ts a. lot of 

ma.teria.1 here bu1: I i.m not going to burden. you with reading 

it~ But I do ha.,ve copies~. 

I wanted to comment on some of the a,pproa.ches ,that ha.ve. 

been rni3.de by the public carriers recently in connection with 

tli.eir nieds, but I,apprecia.te that you gentlemen a.re engaged 

prirna.ril.y in the tax situa.tiona . Along with.• the request of 

the carriers plurally comes.a.suggestion that.the subsidies 

be tripled over what they a.re a.t the present timeo At the 

present time they ,a.re a.pproximc1.tely six million dollars •. 

Neither a. cancellation of a.11 taxes nor a. tripling of the 

·. subsidy would solve the railroad problemo . The broad horizon 

is the benefit accruing to the St9.te by a. contip.t1ity of 

service;, ~he development of. its industry, ta.king ca.re of 

its people, and the subsidy program we have had.opera.ting 

.for two or three yea.rs has just been a. mere palliativea 

It has been formalized on a permileba.sis so.that the 

carrier that supplies the greatest c1.mount of service 

receives the greatest r:eturi;,. .. 

In .the case of the La.c.ka.wa.nna. Ra.i1,roa.d 7 the return 

. represents a.bout 65 per cent of, their .. passenger lpsses in 
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. the Sta.te .... In the c~1.se f the Central Ra.ilrd .d of .-;·,'.;· 
i 

. . t 
.- .. New· Jersey, it only represents. some. place b_et eeh Z-5-' ·t? ·--. ·-· 

i . ' . 
. ·_ ~.rid 28 per cent... In\ the._ case of the PennsylJ :nia.' Raiilroa.d . 

it represents more of. a fe~centage than the l ntfa:l Railroad 

but we ha.ve tha.t ca.rf ier ·[ith other opportun~ 1.es' so tha:f : 

its condition of distress is not compa.r,able ··'8 .a.ny :meahs 

to tha.t of either thf La.c a.wanna. or· the, Cent~ .1 Railroad .. : · 
. • . . . . ·. . • .- i 

.· The ra::i..lroa.ds ·over the. yea.rs, a.rid - long bef · r,e' r wa:s in 
.-t .\ . 

, - . I - .. · .- I 
-•_ the -·picture, ,ha.ve co~pla:t. ed a.bout the• ta.xes ,: a.nd New Jersey 
. . . . . I 

is the highest taxer\ in the country., ·we -must :realize that 
·. ·- . . . I I . . 

\we b_ave~greater corenrtioti, as the gent; eiiianfrom 

:::n:::.Y:::ec::t:::;::::t~ ::a:a::::::l:e:::.::::·:::ce 
• ..• ~n- th~-- country., _an~ fhe ~Fcupa.ncy of !he '.p~op. rtion of. the 

· ·.land is pretty domina.nt ·ih _the cotril;nunity.. An . those com.;. . 
. ,. ·. I. . I 

mu.nitie-s - for insta.~ce, he '!'own of Weeh,9.Jk:il depedds. .upon 

its t."a:ilro·ad<.ta:xes ul :to omething · like 42 pel cent, I bel.ieve, 
. . . [ 

. of ts total budget , i arid rch year, i~ rec~nl years. With 
the LaC:ka.wanna. not b$:i.ng .ble·. to pa.y its ta.xe , :a.nd 'the.: 

. ' 

· .. Susquehanna.,' a:nd•the'i risk._ of. the Centra.~ :n.ot :1~:yi~g the~rs, 

we ha.ve been. 1:>rought i'in:t:6 the picture with· a. · et1.ng of -
-.. I . 

the Ma:yors of the se~eral communities a.b6uf not 
I , 

. . . . . ·•. · .. ·_ ! . . .-. . . .- . l 

having; money for" 'the fr buclget·s ,. and we_ pa:ve. m'. with the 

. Trei:isurer ,"a,nd. other rhe:inb~ts of the. a.drriinistrai 

it has ended uP by v!ry 'fteque~tly the Ra.ilU'vis·:Lcirt's 

swapping. qhecks a.lonl aboht Dece~ber l:st' of : heir' <subsidy 

. check with . a: bheck fiom the ~a.ilroa,ds of the. _ .. - . - . , : r 
a.mount. to pa.y __ a:ga'insf the 'r ta.xes ,, which isn'. a very 

i 
.. j 
i 
1 

,. 



. /I' 

constructive or sa.tisfa,ctory long-r.a.nge policy to be.:,. • 

·pursued .. 

This I.a.st . year the La.cka.wa.nna.1Ra.ilroa.d 's ta.::x:es . w:ere 

· four and a. half million, dolla.rs G •. 'l'hey only had two a.nd 

. a. half million to pay; they didn't h.ave the ca.sh in. the 

till. 'l'he net result was that in my several conversations 

with Mr. White, who was the Chief Executive Officer, I had 

·. what I felt wa.s his assurance that this · money would. be 

ful.ly. forthcoming by the first. week in·April in pieces 

of proba.bl.y half a million do lla.rs ea.ch month •. 

I was.called before the Mayop's Committee a.ndthe 

Treasurer's Office· and they were a,11 concerned· - • I think 

.Hoboken itself was to be the recipient. of .fl.bout nine hundred 

and eighty thousand do).la.r-s and they didn't know what they 

were going to do. T committed myself • .AlthoughT had no 
.. 

commitment from.the, railroads, I committed myself because 

ofmy feeling of assurance that I had that we would deliver 

this money by the first. week of April, in. total. . They a.11 

went back happy. We had the tax people there a.nd the 

'I'rea.surer, and. so for-th and so on. 

·. Now, the whole. approach to the railroad situa:tion which 

comes. into the · picture with tnes,e mergers that a.re under 

discussion, a.nd so forth, must be for the State to, have 

concern with the inclusion of all of. these carriers.that 

we a.re.dependent upon in. this over-all merger picture, not 

just for the.Pennsylvania. or the New York .Central a.lone, but 

to insur.e that the Erie-Lackawanna. become engaged in the 

Norfolk and Western, the Nickel. Plate and. the Wabash 
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l 
i 
I 

. . I 

combination,, that th~ CeJral Railroad of New Jers.eyi ,pe 
r I 1 · I .. 

considered. in. conne~'.io~ ~th the .& Q.· setup;: and. th:a.t ·'t:He 

State be .. able to ma1.,pta1. J.. ts, services . to inq: stry anc;i to·•• 

. · emplo,ymeht; and to insure. that there, be no ,. ferentia.Ls--. 
. . 

. · .. ·in_ crossing the d:so,forth,:that 
: 

.. tr~.ffic s.nd pa.ssenge:ps fr m cle,;1.ring a,bout a.J, they a.re:, 
i .... 

_ clea.ring .~.t the prestn.t time. . : . ... ;· . . ··: ,: ' . 
. · . . 1· .,· ·. ·-I . . ' . 

_ We· have this Alqe.~e- P an. for-. 
. i 

the-. Central R .ilroad oL 

.- -• New- Jersey tha1t:we -e~pect :to, be succe.ssfu;L 
. I . 

.. represent to. the._ Cenrra,L I a,ilroad a saving· 

. {ind a_half . a. year~ : the C ntra.l. Railroa,d' holli ver'' wants ... their 
I 

taxes.cut, theywantltheir subsidyraised,'an ·--in.•my op:i.nion. 
i 

. . • ! . . . . 
. for you gentLe~n, l.T I /y presume td · sa~ s~ 

this tax· s itt1a:tion · with ti e railroads is only 

. .: - ... 

I fee,1 tha;t 
. -

_ one bite.·.of 
. . . i . .· 

the cherry. i · th:i.nk (. it's only pa.rt of: the pr'· gram.· .. The 
I. . . . • I . 

Governor-has'. a.ppoint¢d a '·-· ransporta~ion: C.omnii! tee· consisting 
• ,·. • I 

of MroMetzger-
1 • • , ' : .. - • 

.. to. embrace all classes of transi;:i6rtation 'a.rid ' L they take. 

·. time- to• do,- it the iffi$edia. e situation is that the Central 

. Railroacl is i,.ba~t toi go db-wn. tl:ie· dr~:in· and .. tq_ 

-Lacka.wanli.a. is· just i~- a_ t . gh fJpot ,_. and a.lthd Whi.te. 
. . : ' \ ~- . . . . . . 

is optimis,tic tha.t .tij:.eymf .. Y be.·· .. 9,ble etnsetves .out 
1.- L. 

· ... of t~eil:'.,dif:fieulty ry 19l5 ,if thiS merger>s:ii uati.ori is t].Ot 

- .given consider~.tion_, to thfm,, they c,oulq. fold .· 

. When .T hear, therefo}e, <>f forgiv"M••• of t;a,I s • whether 
it'' s :50 per qent or ~00 per ·cent for e~a.mpl :~ the tai. 

I .. '. ·. . - . . . . .. . . ,·... . 
the Pennsy -.is five• mi ·lion th.ree 

. ' . ' 

:si.tu~tiontor-1963,.fo~-
. ··. - .- . - . . ·r 

·.. ' ! 

thirty--s~yen; .;; ·.~ or< th¢ Central it's 



·. and>:ninety~eight;: fo.r th~· Erie .. Lacl<;awanna'" it::•·~• four ,.~.rid 

.a. half :.i:ni\11.i~n:.; •·· :f<>r ·t:b.i>Su.squel\a:nna<.it' s •· a b,.undred· ~.n,d. •. · 
. ·. . . . ···. . ,. ., . . . 

.· ,itwet}ty7f ;i;ve:thou:s.!:l;n,d .• ··. 1:-l·ow ,:it y_ou;give-,:back~ t:l\e· t.axes 

: it: s,t:i.1,1, ,g.~esrr'i;:: SC?l..ve ~ll~: que~tJqn,: ;a.t;td, ·1 dQ•.not believe 

.·tha;t.,:th.i,s, tlJ;.ing,: pµ.ght to,·.l::>~: hand'.Led ,.~:Lec~m,ea·l ,·• ... · at .J.east .. •.· 
. . ' .. . .,. . 
· th,;a.t.'.s t~e experieri.c~: we have. h~q.;" ; , : ·· 

. . . . . . .. ·. . 

. the>. ca,;r~ters • "'. -wl'tat: ,they a~e .UP: agai.ns t; :wha½ 'fip.•~.ip pro-. 
. :_ . . . . . .. . . . . . . . 

, pos~1s, ~1~e. ,·. iand ·• there E!,re.,• a. nunip~r.· of :·(lh~r:ts•.,:~:t::taqp.e,9- .•t·o: . 

· ,tbii:i which Lwish. to- leave with. you ... ·. But ;i.n·:the ov:er ... ,ElAl, 

. , Jjus;t. to .,h1andle ta1xes ~al()ne isn.' :t,., the 1,3.µswer .{3,TI;d.: wilJ. riot 
. . . . - . 

·solve. 4h~. c~rri.er· situ~ti.on.: . A.ncl. if J;h.aye .a .. bleeding., . 

. finier 8:n,d ~n~, BE:tnd ... ~id .~ni:. it,., 1;:o put .th;r:-~e .B~n;d;..Aj;.cis.':: :Ls 
. - . . 

· not, tq,¢~::a.-es.~flro· .. L have: got to find. out, wha:t 1;:p..e .. caus,e i~, 

. ·. and<l ~SEl:Y·,s :the_re:l:pre,. thc3t 1:1,ltl;toµg1;1 .we: apprecia.te. very much /~- . . . ·. . - . . . .. . '· . . . ·. ' . . 

. : t:-h,e,. cop.sol.id~:t.ed ra.ilroad.s'. effort. ~9· :triple _theip· ,stibstdy 
·. .: . i • . -. . . .·. 

I: q.qn' t, think:,J..t·'s the ~:nE.1:wer . 

. · :.I, pi.av~ l}E}re .a, r~port '.,o:I: ~962 _rec<:>mm~,riding; how qi.uch• Ill.0ney 
. ' . . . . 

.. ought .. tp , . .b~) speJit! a.net. mit~e. aya.i;L~"qle ·*o~.: n~w • equ.ip~nt ~'11.d 

.. · :eor ~e{ur,bis:h,i~g: the' st~.tions ,· and'. s9 ·.f or.t:h,i aud; it's: a.11 . 
. . 

.·· ·.· .. ·. sp~l.ledoJJ:t:i~·~•:. d~'!;ail , .. but.that ;;gen.ti~mert,,; is .:~pout µi.y 

poin.t. ·•of; •.• yie~. . ... , ... :· 

• I' 1~ be gi_~d :to· ~ns~ei~ any. que~1:ic,,ns:- if): :c:a.,n • 

... :SE:tfATQ:R,,::qw,,:oN'r: ·:· i\.r~. there ~ny q~sttons o;E .· Commissi,oner 

· .. ·Palmer? 

',A.$.~Jil"MBL:YMA,N TAN~.:. : wn.at. d.9 yqu· ~h:,:L~k_. is· .tl1e· solution., 
-.. ) . . ; 

· . , ;cot11tnlE.1s.ioner? · rou· .sa,y: that a __ pieceme,a,l. }~oluti9n is n,ot the 

· olut io:i;i ~, 
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I 
GO:MMISSIONER PALMER: I think· that the s:~lutiori is · 

this: WI' in thi~ re~o"1'. lha~I-am 
there would be e1.ghty· ..,f 1,ve million · . . I I 

I 

le.aving he.:~e cited that 

required f
1

dr new equip-

ment a.nd 1 in addition to that, there would beja!nother 1·.oh,. 
. . . : .. I . . . . . . . . . . . i . .• . . . • .· -

say 11 · forty m1.ll1.on dtllarf required, broken d,wn between the 
' . I . . . ·. . • . , , 

Pennt;;y, the Jersey C~ntra~, and th.· e Er1.e-L~.cka1[w.·.a.nna. •.for 

. various conversions of ma.., n. line 1.nstallat1.ons new equip-' 

ment, sta,tions' etc .. l The. missing. ingredtiwene·······nt,t[,J:.' ... ··f·.··~ .. vo. ne,'ey, ·and 
·. it's money· to the tuii.e of a hundred and J_ ... million 

dollars~ , ] 

Now, we hear a great deal about the benefi s that a.re 

· I. · f n•I · ·· going to· accrue to t1i1e Va~l.OUS states rom t 1s transJ.t 

'~itu~.tion in Washinglon brt it ha:s. no~ ma.t~riaJized and, 

Judging from. some of the reports, it is, not hJa.ded very 

much in a. constructiie d.i~ectione We were v:iJ lited some 

· months a.go by Mro Rieha.rdl Dilworth who spoke : 0 the 

Governor, a,nd I had the Pfivilege of being wf hitn a.t· the 

time 7 a.bout 'the comp:f:ex ~:it the way from Boston to Washington, 

and that they were gOing ho ha\re ready by· bct,,ber of this 

year f0r the late Presider1 t Kennedy a complete report on 
I • • I 

bow to handle the transit complex., In the middle of that 

. situation? Mrc Perry! Shoe.tna.ker,, wbo' wa.s be.ginding. to get 

close to biting the· <jlust ~Ina.ncially? appeale to the Inter-
! ' 

sta.te Commerce Cotnrnissionl for a ·loan of five illion dollarsc 
I· , . I 

He already ha.cl one o+ fi£teen.,. He was. turned downo He 1talked 

to the Governor a.nil 1:atker to me aboUt it, a:11t I ,igfeed to 

go. down.. to Washington-with h:im.,··. I. sa.t with tlie Gcmmissioners 

of the Interstate oa!bl!ierck Commission and as J result 'of 
. ' i .. I I . . 

· our visit,, Mro Sh:oemaker'i a.nd ~ine~ we were ~ble to• g~t 
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. two million dollars with more or 1,ess 9.ssura.nces · ... a.nd 

. you. ca.n put . quota.t ion marks a.round that .,. that if New 

· Jersey .came al·ong with its Aldine Pla.n a.nd some a.ssistance 

: .for the, Centra:l Railroad .. they might· come up with guaranteeing 
/ 

the balance of the.five million, or .three mil.lion •. At the 

time I .-wa:s there·~ I directed. my· remarks particularly t9 

the then President Kennedy's own a.ppointee ;t"rom Ma$sa.chusetts 7 

pointiri.g out, thl:l.t since 1f.lr Dilworth was pll;!.nni,ng tl:1is great 
, .... 

program, and it was e;xpectedtobe a great accqrnplishment 

by· October of this yea:i:". 7 in the .. event that the a,dministra.tion 

or• the ICC allowed" the. Lackawanna. and t;he .Central Railroad 
-

to go .down .the drain, in, the interim it woul,cL throw so rnuch 

a.shes on the slide qf a.ccompli,shment that it would. be. a. dud 

.. when t;he pli3n ca.me, a.nd he wa.s very much impresse<l with that. 

He ha.d only peen on the boa.rd a. short time; so he was .. not 

oriented to the prohibition.s •. Mr. Bush,, one of the Com"'.' 

:missioners, sp(;ike. ,up and sa.i~,. "We 11, Mr •. P9:lmer, we• agree 

with your ,point of vi,ew 7 a.nd so forth and. so• on,. but you 

know we ha.ye c:::.erta.in.restrictions onus qy,Congr-ess, 11 a.nd 

Lsaid;.. 11Well, I've lived a:r;,, existence always where I had 

restrictim:us on me a.nd I. still ha:v:e, by,t. when I. become 

convinced of something, tha,t J 'm • sE:i.tisfied is worth while 

· I then g;o to, my chief a.nd tell him what the co_nditions a.re,t1 

a.nd I said, !'I think it's, yoµ gentlemen's obligation. to go 

to the -Pres:j..de,nt if necessa.ry~tt And so we. left and sub-

. ~equen.tly::we,got 'the two million, dolla.rsa.nd Mr~ Shoemaker 

ha~i:1.c't given µp hope of getti,ng the .bala.11.ce. 
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. ! 
· So, this. whole· situ!a.ti:o ·get.s: :i,nto · .. a: nation~_ .. ,.pi.cture , .-

1 

~nd a, cornpoaition-·in,:lour ~tate -of a. C:ensoiida.t: · n-o:e .the .• 
- I· •• .• , 

' 
·· .. 0 shank~ s .ma,x-ei- if you \wi.11 . every:t:hing :but th~;, indust:r-y, · 

. ' . . . ! 

all a.nd. th~t we- not, Ji~t.. ¢'. a .ca.rpenter'' s. jobi .a \real 
i 'r' 

I· ~rchitect' s .· job.. '' l i 
i 

. That ts whatever.··e,petd]· nee I might have• ~a~; that ts ·my: i .-
. point of view. i · 

I I 

MR. KERNEY: We h:a.ve ,een given a specifi,c cho:re.-wit;h 

. I'efetence to, the tax iprobf ems of the railroad~ and the• .W/ly 

they ·depend upon the 1sta.te 1 s·-and municipal:ity,' - f;i.na.n<;i.ng. __ · 

Of' course, ire don•t :_opertl.J:e in a vacuum an<i ~· are con$d\O}Us 
of the rest of these \prob ems.. .'Wh.~;t would yo: · sugges'!:ions · -

be. as. to· what. the· st1te<T .;x Pal:;.cy'Gomµii$~i.on! ight, reco~¢nd · 

· .. in· this context ·in wh[icn . e. ha\re.·to -operi,tte·. 

' COMMiSSIONER. PA.I:MEk: ' ,, Well; the botnmi$~iori. had recom,mended' 

.as: I.recall 'it,, th~;t,Jth.e · ta.te assume/the.-oqlfa.tions not_ 

only· of the coile·ctidn of taxes but of' conv~ya . ·e of; the ' . ' ' ,' - ' ! ' -. ; ' 
- - - , I 

. taxes or-·the equ;i.va.l~nt o; ,,wha.t the· ta.:x;es are the'. mun ... 
• , I • 

i 

icipalities. That.,: ~f car se, wo~ld irnroedia.te .' spell 

. a. responsibility'·:E-or ]the tta.te 6f:'ma,king \ilP wh 
-deficiencies· the ra.iJ+;i:-oad· fell down On,.' . That o:Pviously, · 

i 
gets out of our· spherHeof responsibility 

. ! 

'In so far as what \the ax OommissioJ ... 'What _might·be 
' ' . . . 

·· a.dvisable as ~• ·sµggestion .,>· I a.gain . go l;)a.~~. toi 

that_. I' think regardl~ss: ok\wh;~tt ·th.e Tax Comm:i.s 

. -·-y J;)r~rnis e,. -_ -

· ion : dqe.s :'. 
I 

with the t'ailr6ad ta.ies a. ::such, it isn•t the, ti.swer 

I 
i 



. to the ra.:i,lroa.ds' prayer or to the .state' s responsibility o 

It's a broader question.and if you forgave thema.11 the ,. ' _- ·,, ,, " .· . ., 

taxes or half of the taxes, it's still just a palliative o 

Now, as to what .to do about taxes in.the over"".a.11,. I 

have. been. out of the sphere of financial responsibility 

for some y..ea.r:s ~.nd I wouldn't presume to suggest to you 

gentlemen who a.re conversant with those situations a.s to 

wha.t should be the steps, but I just do point out that -

don't think dealing with.the railroad tax a.lone. you .a.f.e,going 

to get to first ba.seu 

.. ASSEMBLYMAN TANZ:MAN; Commissioner, tp.is $125 ,000.,000 in 

new equiptnent, conversion, etc. - how is this going to help 

solve.the problem? 

C0MMJ:.SSIONER Pl\11"1:E:R~ Well, 1 would say this, tha.t in 

the first place.all of the equipment is thirty yea.rs. older; 

for instance, , the fe:t:'ries a.re falling down at the present 

time and .I forget .· - I ha.ve. the names of. the individual ferries 

. but there were 83 pla,tes out of 126 on one ferry tpat have. 

gone sour, so that i~ the :ra.ilroa.ds were to continue a.s is, 

the Central. Ra1ilro,;:1d and the La.cka.wa.nna, would. have to 

invest in new ferries,· .a.nd .ferries a.re out of vog4e 7 to 

begin with, a.t lea.st in. the metropolitan a.rea,s.. +n 

addition to that; people don't want to·ride in.ca.rs.that 

a.re. la.te c;:1.nd are out of cc;mditiort. and a.re bumpy a.nq, dirty, 

a.nd so· forth.. . The Penn,sylva.nia. Railroad have been buying 

a number of new ca.rs, air. conditione.d ca.rs, and have. been 

boq5:ting thirJ.gs imtr1ea.surably and have set aside six million 

dollarsfor.cJeaning µp their .stations and painting the 

benches, etc o , but they have other· sourc~s of i,ncome 0 
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_·. . I . . · . ·. . ' i ' 

notie'. at a:11 ... · Toes~ othehailr~ads 
allowed their.· sta.tiorl's · to ·•-·. .. _· -_ .:, . . . I 

• •·. . I 

'decay'. 'so,·there is hf 'E\,ppeal ·to'·._ j •·· 

ori t~e· ~arriers ex6~ t•. in -t:ime:i .. ·. 'the pas'tomers\to. get back . . . . .. ' ' .·'.' . : . .I 
- . . . i ·::e:t:t::~:t:::tw:• ,:et4:)tt::\:t:::::t • .n woUldc .. pu ti 

; will,; and.theti': fhe ;qJ~:-s't:I'h. :L'S; will. the' pub{k"' pa:trdnize 

the=~~:~~i~!'·.·• . was tr~i~t~:~4upt•th¥ 
point, .. beiqa;uJre ·. in sonre: -of: tes,timortY: tbi-s: · . orning trt~'. 

·: point .was' made that 4o ter> ;hat you 
' " . ' .. .. ' !: . '.'·. . . " ' .. · 

'boost. or if you. dic;l -~o-ost. the· nurti.b'er :of 'pa.s~e'· gers· you· 
-~,.. ••~. ... '.',· ,' ·.:·_--.. . ..... • •. ·~'•· J. ~- :,' .: . . ·:... ,• . .:. I" ) ; • , .. ' 

wou'idn."1~ sc{lve. the· p:cfoble .,of.: the. f~v'enue's •. tlti~ '' ·< 
• - ' .- - • • • J .,, ; •• •' 

• 0 ' . • - _::_ ... · .. • : •. • ••'• • o'. • • :_:. ,.'· . :: . ' 'I . ,., . 

. is litl. contradict:;i..on ~f · wl\ t your i;foint: is!~< .·· 

co'.MMI8$l6,~,-PAIM$t: ·•: 'ibeg.• Y:our pa.~don:• ·. 
• ·. . . . ..• ·. C .• ; I . : . 

· .· 'th.at sufficient cust<Jmers:,w-ili c6me 'back to' •c:,-: pensate'fot · · . 

. ::lc::t:trtra:11~:;: i":::~ :ti::::::i:; t .::::::::;ti· ... • 
;t:lte present equtpmen~ arid facil'i:ties iha.t· we : 
these•• road$ , If tb ey i.d O • l]i t hi,. v</: 'th is k:i.M' ofi · aell:t/ifati<Jii, 

... a.re go~n'gto go into [ba.nkI·uptcy ·--· one of tne.m.i1np;ieai.a.tely. 

and the other one the ·day 'after tomorrow .. ' ·· · ·. · . . I 

. Now,.'we.hllve no; tu~al ce that the public m ·come.·· 

back ta the Pub 1-ic c,1".l"i~e ; f dt" ins dtu::e/ ,' t .. ·.• ·.• . . .. 

. . ·· ::e:a:st::::i1:•··r~::, tr~~: ·:::t::~:;:e• . d&sfrahie .• 

· ••. ,with that ..; · thE1t. thelm~ti:o w~~ld probabli ···•· ost ;five 
• . . . ,, .. 1-- ··;; . 

. .•• or. s.i.x hundted ._· rtd.ffi~n.< t'o ,' !n~ta:t1;: it 'w-<;>uia:>f 
w'1sh d~ the dr.lfo:t~e . c~~t~sicif >1:he 

I 

! 
I 
! ,. 

••• I 

. 1 ·:_~ 

.,· 



companies, the banks a.nd the i,.nstitutions, and so ;forth, 

.. tha.t have those securities now, and fur:the·rmore they only 
,. ::· •. _ ... ·' -... ,.. . ' ' ' . - . 

go a.bout 40 miles. an hour and if they go any fa.ster they 

turn milk into cream or butter,. so that it wouldn't get 
' ~my place, a.nd they have no prouision. for turn ... a.rounds. 

So tha:t isn't the answer •. And the question is, do we still 

wa.nt . to keep the railroad~? Are the ra:ilroa,ds. necessary? 

· In the State Highway Department six million dolla.rs. represents 

one mile of an. interstate highwa.y in ou.r State 7 so we.· L0ok 

upon the railroads as g;rea.t allies. '.I;here a.re 256. passenger 

. trips a. day in our State and if those passenger trips we.re 

to be dumped on the highways, it would mean we neither 

ha.ve the money nor the time nor the area. to take ca.re of 

them. So even though we a.re. not saying that th is is the . 

answer to prayer, it is the nea.rest a.nswer ·to. maintaining· 

the arteries which the State has to decide whether it wants 

themor•not. 

I a.mnot talking a.bout employment a.lone;· I am.ta.lk:i.ng 

. about indu.stries on. the Centrc1.l Railroad.. There a.re 

· something like 120,000 employees in pla.nts that a.r~ a.long 

the Central Ra.ilroa.d. They a.11. have. Central Railroad 

service, not just passenger service but freight service., 

If we close down, it.goes back. We talk a.bout the com-

muters; it's quite true that the commuters might move into 
' 

'. N'ew York with their jobs. If•· they cl.o, we will have mortga.ges 

foreclosed; we will have little businesses fold up, and 

property values go dmwn .. So this•isnot an.element of 

. speculation all. the way through. It's a.n element of 
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necessityQ Now.,whetper in the end the 

agency is going to ha.ye t .- maintain the 

State jr 
: I 

ca.rrie s 

_ some _ other 

in their 

state or in the country is a. question forsomJ othe; over:.. 
,- ' - ,- . 

all decision to be ma.~e, blut my point a.gain i~ that it -

can't be with these·ihdiv'dual agencies. The~fdre; with-
• I I · 

all the sincerity that gentlemen have in t ta.x 

· situation; the tax sit;ua.t ·on is not the sole, answer to [ - -

the railroad situa.tiono tt -wont t get to ffa~st. base. It 

will be only one bite of the cherry. 

SENATOR DUMONT: tir- + vis? 

MRo DAVIS: .commissioner, how soon is the Troa.st Com-

. mission supposed to come p with an answer? 

us' 

Mr,, Davis, on the 25th of this month, q.nd , they are 

. employing or have employed! an Executive Secret .ry, or what-
" I I . . I . ever -they see fit to t:erm r• .im, to discuss the 'matter. 

i . , •. I . . - . 
Thelr approach to theisitua.tion - I expect to spend, having 

. I ·. . . - . 

a. lrea.dy deluged you with some of my words trying to get down 
.. i . . - - - I -

.to the facts - I expeft to spend a couple of qrs with them 

.at least and supply tp.em with a. great deal of ,material, 
•·· i . ·.-·_ . . -- I 

'and they've got to br~ng ~nto· the picture wher~ the com-

Pet:i.tion maY be w-ith.+ig-hj·:_a_· .ys •. Some people saf that every 
time you build a highwa.y,you're ta.king businers away from 

the railroad. Well, pur 4ont~ibution of the .•f" million 

dollars :ame out of tte Hi{ghway b11dget. or:i.g;inaf ly, and we 

were. delighted to, do J.to iWe couldn't get it a.ry other way 

'be.cause we. couldn'I t Cf1.tch 1up with. the para.de,, so we did 
i 

:r:'elieve the congestio-h ma.tieria.lly by doing tha. , but how 



effe~tive. the c·or:mnut.ing will.· be· will, :depend U;pon bov,1 ·· 

. . . ·< rapid~y th¢y c.~ri.. ,move ari.d what •':the_ir. b.orizori. will. be,, . _/ 

. : °Qut:I,, thinJ:<;• it',s gqt to. be a. very b,road ~<:>rizon, t1nd I 

/ "¢_~uld. s~uggest,. if you se.e fit to recomqtend :to<th.em,. inste./3.d 

.· · · .. <>f talking, about highw~ys first 9r, t~l~ing ~l;>out airplanes, 

·• .·· :: that' tb.~y 'tocus.uponth,e'r'ail situation,: beca;use tha.t•- .. is·, the 

·;.thing _tbat:·isi .neapest ... go,in&.··•dowr( the·. dra:;n •. :··· ... 

•• . ·As:·far·as.hi:g'bw~ys are 6onderned,.we are. getting,90 per-· 
. .. . .· ' \' ·. . - . ; . ·,. ··. "··':-· _·· .. - ., ' 

. . . . . . 

cent- of the interst~te mc>ney frotn .the federaJ• government,_ 

so per cent_ from tl:le O-the:c- roads' so that we a.re. not q.eveid 

·. . of_ money. But these. railroad$ haven't. enough. to buy. a. $and-
.-:· . ·,. ' .·. ,-·· . 

.. · .. wicl,l,. f3ome . of·• them~··· . 
. . . ., . . . . ~-. . . . . .. ' . 

'S~NATOR, DUMON';r: . · .. }ir •. Wa,lker? .· 
'MR.. WALKER: . Conimissioner,:·l have -'rlad. tr6uble· with the 

~-1 •• - • . ' . . . • • . • ,1,. :. • . ' 

· . ~ppro~,ch you take •... L ~ec:ogni2:e tha:t · it· is• a. probJeffi tbl:l.t ·. 
;-.!· 

.\ . is 4:i:ff ;icult,. but if 'we _f oll<;>w ypur· su.gg~s.t.ion a.nd do '· 
. . . .· . . . .. -·· ·' : '• . . , 

· tiothing _l:l.bout t,~.xes ,,: it ~111.ounts to> sayin,g_,, ''Wh.y give th¢ 

. :Lndi~idual Qxygenl .•He's :~oing to 'aii an~a.y.lf- Now,, doe$n·'t 
,• . . . 

. · oxygen: help sometime-a t9: b.'old. the fe~low .togeth.et ~nt;tl _-the . 
. . 

doctor can f in.d wb.~.t'' s to be done .~bciut b.i!ll-7 

MEtyor- Taber tells us t;h.~t · he. ~aw wQodcut ,· or.· he na.s .a 
. . . . . 

• woodcut-, .. of.<'the·nineteentb.'cent(,lr-y ·Wb.e:rie'• the:y;···were: work;tng . 
. · . . ... . . -.: . . . • ... ,_ ... ·. - ·: .-·: . . . ' ,: .... 

·,on. the-· ~~.ilro~.d problem,· a.ndT kr,t<:>w.t:h~.t they've.be~n 

· working on it for yea.~~ a.nd t1i:e attitude· seem$: to be -~·and 

... · I'm -sure you~re not ameinb~r: of this .'group·-.·~ ·th~t. we'lJ., 
' '• ·,_:. ·_.· -· 

. take care of it EJoon if the .-fa:i.lroa,ds- are aroµnd .. t·o,<have it 

. taken ca.re o:f.:. 
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G0MMlSSl0NER -_ PALMER~ We 11, .- sir, .. since . you brought 

Mayor Taber a.nd his woodcut into the picture, might say 
0 • I _. _ - _ 0 

that a.s f a.r as the oxygen tent 1.s concerned, it's all right 

if you don 1 t light a. cigarette while you're inlito That's 

be.en done recently :1 to the detriment of the. 0c upa.nt.. I am 

not saying and there. is no point at all in- sa.ykng. tha.t you 

shouldn 1 t do a.nythingoryou should do a.nythin~~ but I am 

-sa.ying to you that there is no point in kiddinl ourselves~ 
0 h 1 . f• h I O h - • . lo f O 1· 1 using t-e ·a.ng;uage o t e:H1.gwa.yDepartment, il you w1. -

tha.t the relief of taxes :is the.answer to praylr at all, 

d . l h . 0 0 
: h . 1 ° . d h I ld b . h . a.n a. so t e recipients a.s I ave 1.:tSe,

3
-
0
-

0
e,r

0
-e
00

._routhe. -- · e t -at 

the. Pennsylvania. Railroad iwould get ...p, 17 Jersey -

Central would get $3,000,000, the Erie-La.cka.wa.Ina. would get 

four a.nd a. ha.lfj) and the ~usque.ha.nna. would get a. hundred and 

twenty-five" When you forgive things you usu.a ly have some 

sense of proportiona.s.towhat it's going.to a.bcomplish, 

a.nd tha.ti s the q~estiona~fith those differentia.I! s of wha.t 

the recipients will get, it 1 s conceivable from what I have 

read here that the recipient of the greatest .mount, 

although it needs it very :muc.h 1 is the one lea.it likely to 

. go. down the drain., . And so' why do you forgive a.xe.s, for 

- wha,t purpo~e? 

·MRo WALKER~ ·. Commissio:ne.r~ a.s I understood your figures, 

the help which is given to the railroads in Ne Jersey under 

the pr0gram in.your depa.rt;me.nt a.mounted to-65 per.cent of 

h 1 f h · · 1 d 11._IT ow. 1.· f we t e passenger oss o ,t e D L & W Ra.i roa. . 

were to forgive. the taxes for the D L & W Ra.i 11 oa.d, might 

it not improve. the 65 per cent to 70 or 80 per cent of its 



'il 

·. passenger •·loss? •· • • 

· .... ·-'dOMMISSIONER>PALMER: ., l would sayi this: ... >The:it. loss~·• 
' -

averig~d ·a.t>out:, · I think it wa.s -- L ca.ntt tell you -e?'a.ctlt; 

.· ·· 1 ·ha.Ve:--, it· in· here; but the Erie ... La.cka.wa.rina. would be one 

.railroad,· but with the Cent:r:-al· Ra;ilroad -it w:ouldn'.t. bring 

them.back.to- life • 

. <MR~ WALKER:. • I know,. out the Lackawanna ia:Jlroa~ Says . 
, , • • I • 

:,a.pparentTy the b: t. .&. W does more for-: :i.ts pa.ifsengersl or 
. .r . i· 

'cotmituters :in ·the' State of New Jersey thEJ.•n any' ot_ber railroado·' '' 

·. GOMMISSIONERl?ALMER: That is cor:r;ect. 

MR .. WALKER:.· So if there: is a; public -need for pas_s~nger -· 

or comrru.1t~~ ... shall l say ''~erv:Lcett .,.. then the D L &;·W is 
. . : . . 

furnishing the. most service -of a:rty of' the· ra.ilroa.ds ·in. the 

State · and even ·if we only saved . th.at , wouldn.' t it Pe a · 
.·:. •. . . . . '· .. 

. contributiqn: ·in. the public interest? 

' COMMIS'SIONER 'PAIMER: 

can't• pi~k out one carrier and consider it a. pt1,blic• serv:ice 
. . . .. . . ,_·. . . . .' ' . . ... 

to :the c~:mmun:i,ty;. ' In ,a.ny procedure .that. is :e ollowed. here ' • ' 

.. the need has . got 'to : be .· considered. and when you, t~;_ke rp,oney. 

out · of .your poc'ket a:nd lay: it: on .the ta:ble for sowe:. one · 
·. .. .. 

··. pa:r.tic,ular company, you can't ignore. the situi:ition of: the; 

·· ... othe~~ ~·· .. 

·· : .. ·: We are interested in :t.ota.1 in the.· ra.ilroad. fabri.c-state 

. ·and while we reali.ze. tha;t· our ma.in. objective first is: to .. 
. ' . . . . 

keep peopl~ from going. tnto bankruptcy, the first ,step,, 

·· . if., you· will, ·in, picking· o:ut the railroad~ woUid. be· the 

Central Railro.ad of, New Je:rsey· which: is ·the ·worsf off. 

143 



.... 

,; 
'i 

. The .Lackawanna wouldrbe 
·, .. . , 

be No .. 3-, and then we 

2 ·and the , ' . :a.nna ,would 
'. ,. • J~ •• ' '·. . . ) ., ... 

' ,'' ' ,' ' ' ' ' ' . f 

··but Iido<:n<;>t. believe), Mr~ ,Wall<:er, tha.t t<> Jozt ive th,.e t•a,xes 
'' ,, ' ',, I. ' : . ' 
of the. Lack,:1.wanna Ra~lro ,d - although T,a,m 

. ¥f¥ White .. ~nd •the wo~k.-tti.at they've done·· -
. .. . . . . . ·. I· - . 

. answer from the · statrre : you~ +ax Cormnitte~ 
. · _· .MR;.. WALKER: · L -ra:s .. : Lrect:i;.ng myself to .1 .e public 

J ' . ' . ' . ' • ·, ' • '' .. !, ' ' ' . ' ' . • '' i J,.~terest .as .. dist1.ngupeshe ... from. the railroad. : You. are -.·- . I . . -
·_ ta .. ,l. k. •ing· about the· needS. t. he. Central. . ·.·. I . 
talking a'bout the .needs of the Gentra.L ,, '· 1 · 
:a.bout the pub lie, service to those who us .e · commuter···.· 

•· service... . [ · 

, COMMISSIONER PALM, R:. ··· · I.et me ~a.y thi.J, .MF Walker, 

that T hive no int.~r~st ;·ri :the railroa.cls. :a.s p :ivate• . > · 

- . . , .·I ·. ··. . . . .. ·•·. 
:industry~ .. I.' have. on~y a;': ~nterest in•· my view •.. sir,. which ,• 

is. entirely :to the s~rv:i.~e; tO the Sta.te, and ·think I have 
. . . ·.. . ' ... ·. -.·· . I . - : . . ' . . 
. _made th.a,t pl,~in, over 1 a· p: r1.od o:1: -tin;i,e and. eve . currently 

•. • .' 'I 1 · 

' · 1 '· 

. today,· bti.t to pick ort· o e particular carri.e:& and do· some• 

· .. thing :for him and. ig~ore t~:e others , in my. op rt ion: is~ not 
I"•. ' . I , . . . •··· . 

the a.nswe:r ... And :t a~so say, that to just-i:Eorg;Tv:e ,the taxes 

:. -in the· _over~~11··.•f .•.• ai.~ .. •cs.•·e•:.ns· .. r .•. ·ut ... :·p. thei an.swe~ ·· to the irailtoad problem 
· a.n.d ·this State j not alone to the, Lac½ .wa~na., which.-·. 

I do some· commut:i.ng }n ·o'?casioha.1,ly or did fo_ years; but::·. 
, I . . ·t , . 

· it is to the etitire ~ta.te' $ :.e.co't).omy and the s ate'i:s point 

'·~f view as• to how ,it~; t~. ·situation, should'. b~ handled in ' 
·- ! ·, . '· .. : .. ·.. . 

• I -. '· I •• ' •• 

respect to the tna.intenan e: of service· .to• the: ·ri.tire .State - '' ... · .. i · . . . . .. . . . I 
' ! 

a.rid not -to· just ,a. pa_ftic • l~:r part which i.s. se ved t>y· the· 

Lacka.wa:nna ~. 
I : 

I: 
i' 
I 14 ,, 
l 
i, 

' 



No one has greater admiration for Mr .. White, who 

has succeeded to a. very onerous responslbility 7 thc1.n 

I have.. I keep in intima.te touch with him and talk to 

him a. couple of times a. week, and I ha,ve great sympathy 

;for their needs but in my persona,l opinion the tax 

·situation, if it is going to be tackled from the railroad 

end, we have got to have the ra.in fall a.like on. the just 

a.nd the unjust. I. a.m delighted to have you ask those· 

questions though, because a.s a. rule I just have to sit a.nd 

talk to myself -

·SENATOR DUMONT: Well, Commissioner,· suppose - now, 

·• you say, and Mr a Shoemaker indicat.ed the same thing today, 

that if the Jersey Central doesn't get some help soon 

they a.re fa.ci.ng bankruptcy e The Erie-Lackawanna. might go 

al Ong the same lines before too long.. Even. t:hough tax 

relief is. not the sole answer to it, isn't it possible it 
', 

might be of somehe.lp to them in order to keep them going 

. for the people of the. S:ta.te until such time. as a. more 

C'omp lete answer is f.ound? 

CO:MMISSIONER .~ALMER: Yes, sir, if you coulda.t the 
. -

same time look ahead a.ndha.ve some interest _on the pa.rt 

of the other channels of ass ista.nce then it. could be 

pa.rt of a. package but to have this be the end result, the 

a.nswer·i.s noo 

SENATOR DUMONT: . Mr o Miller, go a.head. 

MRo MILLER: Isn't _this true of subsidies as well? 

I· think you ma.de the point a.t the sta,rt.o 
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Ir , 
! 

I f 

. i .. . ·' ! 
CO:MMTSSIQNER PALME:ll: question about it '.'". the 

subsidy is just a. pa.tkia.t :·ye, th.a:~ f s a.11, i der. t:/ 
, . ' . ' .•. . . ..· ' ·:.:·. ·, ·: I ,.!,.. • ' -: ' .. ·.· :: '. ' . .' :• 

main ta.in the service. i · · 

MR .. MILLER:·· But fh.e State· nevertheless hJ ·•·a, s~bsi.dy 
I . •. . ·.t . 

. ! i, •· • • . ··.'.1··., . . 
P.rogra.m and, looks to /1..·ncr .. a:sing it for the sa: g~ner~.l 

. . ! . . ·. :. ·. ' . . . . .·. l .. ; _; , : . I 

purpose apparently th~.t tax relief might h.a.veJ 
· . · l · -. . . · . I 

CO:t-'IMLSSIONER PALMER: :t,t looks to J,.ncreasir). it, sir,. 

· to what e~ent?. ·. ,ye. }au $peaking now of what t he con~.· 

solidated I'ailroads wt,•h have, o.r what ,we , i e con-

sidering? l i 
MR. MILLER: I wo+ld a. sume what thus fEt.r i s. st;3.te · .> 

. . .. . I i 

policy a.nd without-' re.ta.rd.-. o the p:t'oposal 'to .. i crea:se it. 
' . i 

. . . , . . ·. . . . .·. i 
.. '. cor~ffSSIONER PALMEl: bus far; th~ St;.a.te olicy ha:s . 

. I . 

been using· a: ya.rdst'icf on . . : per.:.ca.r,,-,,mile·::'.bEt:sis .oft ~nic::of .1;:hem, 

wh_ich as pOinted out io Mr>'. Walker has r~sulte in about1 

,i:· .. :.- _} .. · .. . ·. ·.· .. , . : .. 
65 <per cent of their ~a.sse ·ger losses, · a.nd th~ Central j . ' . , .·. . . i 
Rail:roa.cl a.bout 25, or ·;s per cent.. .The requesti of the .· · 

i • I . . . . : 
Division how for more money is. not .for• th~ .]_)UV ose of.·· 

giving 'rnore money· to ij;he L .cka.wa.nna; or sylv-aniw . 
j. ,· ' . .. 

orsome of the other Jarrirs; it's to obtain . sufficient 

sum to keep the , cetl.tr{1 RO. . lroad f ,;-om '.gOirig d~ the drain, 

and· we are submitting J1e,gi la:tion which will gJ~e some. 
. • . , . l 

flexibility- to 'the Rail isfon in its uition of:: . 

funds that will 1permi~ th~. i; At .the presen.t t me the: 
. . . . . ' . . ! 
present legislation.gives 

. . I ' . 

. ' 

s n.o.· lee·wa.y ~hatsoe ·er.~ <We Tve 
. .. , I . : . ···, . . . 

got to do it a~l on<alper.-r~.r-mile :oasi~Q •... i line' 

at the moment is to ·s~:ve t e.: Central Ra.1.lr,oa.d i f Ne,w· " 

Jersey a.nd, · as Sena.toJ·.: Dutd nt hi:rs pq:Lnted, out/ the La.cka",'Wa.nna. - . . .. ' 1 ' 
might ·. be allowed a cotjner, there iis S: me . optimism . 



" 

" 

. . . . 
. . ... ·· : 

-~ . ·_: .. ·· ·:: . . . . 

' ' '. •. 1:Je.re ~hic'li doe'.sn't exist with the c'entr~l. Railroad: .. ·' 

,The ta;x forgiveness f.or .theCc~n::t:;i:-ai R.a.ilroad ·:f. ¢lb. not 

· b~liey~ would l:>e ~.ny ni.o:r-e prope:i;- tha.n Mr~ Wa.lker' s 

Cqu~stion in respect 'to th~.· Lackaw~:~na.' Rail;c--0ad' ~ind aga:i.n 

t say ba:s:tca11t that" alth,o,ugh ·lt 'would be h~lpfµ.l an.d a. , 
' ' 

pailiative.,' an~ fa~ ariy Of us t6 .have an e~tra ~iec:'e. of 
. , . . • . . . • l 

:change :i.n our: poc1iet .• :is, a nice thing\•?B~~/unlesit this' 
. a:ppt?oa:61Lha~ l~ng-rang~ consider·~t:ion ·as •t:o ~hat: i; · to be 

• I • • 

done and i,s part o:I: a program~. I don't think it ts the ' 
' ·. ·. " .. '.·' 

answer. 

; · Mi'LLER: . Tal<:tng the ptesen.t program .wp.:ich· pa.ys 

.· · .··,·.·. on a :per.;.~ar~mil;e basis, a:nd it, has been d0ing SO, for. 

l .guess four years ,.ba.~· it noti 

' COMMISSIONER PALMER: 

·, 

' :Pass(;inger mites over the pa.st t_hree· yea.rs? ' 
. ..:.·. . . ·. 

· . COMMlSSlONER .. PJ\LMER: · Thre.e? ;.·y~s •. ··' 

··•·· • <MR;. MI:CLER} . ·.·. :Q~ you: ha.ve, the i:tgure~ s·o that we could-

. CONMISSIONER PA:LMER: : Well, I coul.cl supply them to you . 
. : rea'.d:f.l;y. We h~.ve t:hetri , on tap;, of qe>ur£:1.e.. . All the . compen-

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

. ', saticm l.S preclica.ted 'oh those~· 

· :MR. MitLER: .. ·. Well~ thi~ would·. be .car· miles Without 

;r,~gard to usage+· b~t'what I afu th,inking abqµt - has the 

:passenger miles declih~d, &~,:.inctea$ed ~ve~ the pa:sf four' 
. · . : 0~ :Ei ve ye'~:rs? 

i' •·, ' ' ' ' 
bOMMlSSlONER 'PALMER: . 'l'hey'·have 'not iti.crea.sed .. 

. ~. MILLER: 

· ... fiave declined? 

. . •. . . 

Tsn·'t th.ere some suggest:CQn th.at th~y · 
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COMMISSIONER P~: . j··. It .isn r t a. 

there.ma.yha.ve been a. sug estion, but Ir11 

way of illustration: We have a. train that 
I I 

.Phillipsburg to Trentbn, w;hich the Sena.tor is Ja.miii7.r 

th~.t up - but 3:-t had seven 

were freeloa.dersl and so w_e 

· r ··.•· 1 .· 

with, - excuse me for! bridging 
I I ' 

people on it and four' of them 
I ' ' 

cancelled that one ou1t~ 

SENATOR DUMONT: ~e11J they weren't on , l . 9.Ss list G 

COMMISSIONER PALMER: ~ndthey weren 1 t on ,be Highway 

pass list. We give otlt n{pa.sses. some trains 

from Camden to Trenton tha:t got down to 23 pas engers s The 
. . . . ,. I . / . 

big problems the. railroads! ha.v.e They a.re 

regulated~ In New Yofk Stlate - and by the way I ,on the' ' 

tail end of this I ha.ye a. ·1£ ormula which New Yo, kapproa.ched 

. their tax. re.lief on which .answers some of your questions 

with respect to tha,t., ', In· 1~0 fa.r as the ca.rrie; s a.re con-

cerned, they a.re regu}a,tedj; they we:r:-e a. mon9po I y; exery 

other industry, the airpla.he industry, the higtlwa.y industry, 

and everything else r~ceivb ben~fits from the ·lover,nment 
' ' '.' ! . : 

and the railroads doril.ot receive any" .The ra.i roads also 

have responsibilities in cbtmection with their commitments 

with • their ~espective Vniohs · ar:i,d. with the deve opment of. 
. . , I 

some automation and cert9.ip improvements e a.re not 
1·, 

a public utility in the sense-- the public ities get 
' •. · ' . • .. · ' ' • I . ' : ', • I ' 

s:i.x or seven or eight [.per ~ent they, can move 01, and the 

ra.ilroa.ds a.re j.ust s1:Jict1~ up against it and, ,"tihey a.re 
! ' ' I Ii . ' . •· I 

out of the category. a.s,1

_·.• I see it of being a. pri ate industry 
I . .. •. . . . 

in any. sense n If they were a. priva:te industry they would 

go out of business entirely. No one who is· in industry. 
i . I . 
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. ,. . 

continues to produce a. product that' :is. not• demanded by · .. ·· 

·· the customer .. 

:MR., MILLER: •· Well, what I was. trying to do •_wais. f.hllow 

·· ..•.. up Judge :Wa.lker:'s line of question.ing and trying: to, see- if 

, yo1;1 couldn't ela.bora.te • on why.it's. more des·ira.ble.·to, U$e.· 
' ' ' 

a subsidy than. tax·• relief. And if: the· .sub$idy P.l;l.s.not ..... . ' 

', produced more. pass~ngers ,:, then of, course yotL,Are>iri •a.bout 

the• same: sha.pe a:s tax relief, which- isn'ti ±-¢lated to · 

passenger ca.rryi.ng e ith.er ·,; .· ' 
' ' ' 

COMMISS:I:ONER .. PALMER: .... We-11,. sir; ·1 ;feel .this ,:that t:he 

stibsidy ·has kept the ra.i1roads alive -
. . . 

· MR.,- MI.LLER: ·· So woul,(i. tax relief.· 
' ' ' 

. COMMISSIONER PALMER-: Now,. wa.it a minute. With. a 

common denominator a.pplied t<> a.11. the :ca:rriers ,,. and. the 

· .··. tax relief· in itself w~uld not 'keep the railroads alive .. 

. And ~.lthough the tota:J_ of ours is. six million dollars, I 

. · .. · .. don't know. what. you have. in: mind a.bout tax- relief,, whether 

·. you· a.re · thinking of. the whole ~~v.enteen · .and a. ha.lf mi~li,011, 
. . . . ·. , :_· . . . . ·~r .•.»... . . . . . 

. but minus the two and a half to. the State··;<~ut the- su.bs;f.dy 

situation is approached ·from the sta.n:dpoint ~'i ma .. int~.ining 

. service· and keeping· the rEJ.:Llroa.ds. ;Erom folding up,: and.·. 
' ' ' 

. they have a commitment a.nd a contriwt. - Now, if. we ~oulcl 
' ' 

.• cut out the subsidy:, it wili be. very beneficial: to- the · 
·, 

'. State Highwa.y Department" t;he •Rail. Division, a.n~d if you 

·•·:, gentlemen were to forgive the ta.xes a,nd. then. you were. to·. 

contract. with the ra.11roa.ds that. they ·w:inuld. maintain 

.. s~rvice f0r ·a given perio4. of .. time· a.nd that you would 

.. · . establish the schedules and .the rates of :fares , why· then :, 
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you wou id. haVe tne sat Jposition, so you 

. be. substituting one t:~ing or the othera . 
' 

wo ld jµst;;> . 

. .MR., MILLER:. · .o:e .. c1urse.,. :if .yoµ. ha.v~ ·a.ny. i4, ,a.: df ... 

subsidy being· better ~.nd t a.t it is more sele~;. ive t=tnd. 

'' ,ca.n at.:the 'same 'time Je .. tild to some' continuit .· of service -. j '· . . . ., . . .- .. 

is. that your•• poirit? ·• . 

' COMMISSIONER.,,PALMElt: 

.., 
I 

,' i 
1 ha.t 's my opinion .. · I a.m n.ot· · 

stating tha.t.: tha.t' ,a !fa.ct for 'everybody to l:I.Cl 

MR., MILLER:·, That lwas he difference .• : ..:; 
I 

CO~TIYlISSIONER PAIMEi·:, . fha.t is the difference •. 

SENATOR DUMONT:· · · Qf coJirse, · · a.~en' ti they· in;. the. f irial · 
analysis in a i,ositioJ wheH they have to use lot of tbis 

subsidy money just to ;pay their ta.xes?. . • , ... . . 

GOMMISSlONERP~: ·.tel~•. 1;hey4id it'. si., in the 

last· two or three yea~s. te Just traded ",, it .• had no 

uniformity a.ttached.t°) it J't a.11., 4s.I sa1,c;l.bfa ore, ... th.e: 

: 'Lackawanna.· pa.i~ twp·~·id a. la.lf .million:a.nd., l~ft two million 

: hanging loose and; .the~ ha.v this tax of:, one·,.pet< cent a 
•lnonth, so there is .pl,nty ti .• incentive .to :u~"17•up Md pay. 

, This fellow who took crrer 1h~ ~usqueba.qna Ra:1.lr ad,. Mr .... 

Ma.,idnia:n ,. wa.s in. the sa!me p0s1.t1.on, a.nd they werf both · 

going to .be •sued, so+ fohcted QurSelv~s in the sitµat:ii,n 

to stop, tli!lt o~f, so t sat th.ilt •• ·. But· this ,;hole• ~ituation 

is heading up :,,nto a ~ollare soflle place alongJhe Lq,e. · 

Gradually ·they Have s~ld o:fff a.11.their property; t~e Central 

Ra.ilr~ad has sold off :abouJ twelve· and a half m' llio~ · . 
. I r · ' . ' 

· dollars w:orth o.f. pi:;ope[rty .nd pieces of equipme t th..at, 
' 

and the~r co 'itments .ar.e .such to Lehigh: ' 
. i 
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. Na.vigation - they have a rental there· and they have , 
. . 

interest on these loans , and they ha.ve their acc.umulated 

responsibilities, and.this waterst:rike of the tugs knocked 

. them down for a.bout $65 , 000 in a snort period . of · time,,.··• and 
I . 

. they a.re just on the ragged line all the time. And then 

they can't g,o to any bank, e.ven the Fidelity Union ',I'z-us1;:, 

with a.11 their generosity, and get any relief· because there 

is nothing to justify it. 

.SENATOR DUMONT: Gommis s ioner, · if . we . believe , . and· I 

. think most of us do., that. we have ·got t,o have. railroad 

.passenger service ·~n New Jers·ey becaus$~, as.· you ·po:i.nted 
'.\ 

. out so well, we just· can't a.f.ford to build .-the highways · · 
' ·that would be.required otherwise, wouldn't it really b~ a 

disaster· if the. Jersey Central, for- example, which is the : 

one that seems to .be in the poorest shape at the moment, 

were to go down the drain.before any ov:er·-a.ll answer· were: 

found? 

. COMMISSIONER PALMER: . Yes , sir. In . connect ion with 
•· 

the Qentra.1. Railroad, we. have three million dollars set 
\ 

aside of Highway money for the Aldcine Plan. That 1 s 

Number L.. . The final requirement wi Ll. be three· million 
\ 

one additional for. four- g:t~.de crossln,gs ,· three in ,Roselle· 

and one in.Hillside. In order to accomplish tha.t., we 

have arranged. - 1 th ink we a.re ·arranging• .. .for · a. transfer 
. . .. 

of. two mil.lion dolls.rs from another l;;cation for gra.de 

crossings and then when I go before the Buc:ig·et Commiss,ion · 

to endeavor to. obtain the other million •one, the Budget 

Committee,. plus . anothrr million an.d a. half, not two 
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million -and a. ha:lf, a.s na.s bten stated here some place. 

• If l)ly legfalat :on f th at W~ are PfeS~nt ~ng gjes through , 

t. hen. I .w·•·ould····. be .··per .. mit. t~. d .. to•.·.I•·· giv. e .. · th·a ... t .. m .. i· l.lio.n .a·1.,;·.1·d·• .·· a.· ha.1+ 
to the Central Railroad j of Nhw Jersey to up thej 28 per_ · 

cent oftheirlosses •• At th~present time they ir a 

million four-£orty-sevet!i. a. yea.r. This would doul:He it up. 

The cohtrol of thf cenbral Railroad - .4~ + cent is 

owned by the Philadelphia. a.nr • Rea.ding4 The ,Fhi1 .delph-~a. and 

Rea.ding officials a.nd Mt. Shbema.ker feel that in the event 

the Alde.ne Pl~.n goes through[, . which works out.· wi h. the 
' -. . - :- ! . :- i ; · , ,_ I 

Hudson & Manhattan, the : Hud+. & Manhattan will .1e of no 

servic'? to this. Sta.te and w~I will be of no serv11e to, them • 

. Unl~ss we synchronize ofr 'ef!Ec;,rts, they will picl up a. . 
' 11 . . . d. h lf b f' ' bl . · .. ' h . mi ... ion an a. a.· · ene, it f· cutting out>.t eir ,erry 

busi~ess :e>:n, the .river ftont ;/ a.nd _if they get 

million. and a .half frol)li us, lhen they will Stay .live arid 

think ,they ca.n find their wat through. 

th is whole picture. I 

With all of this busi1ess of the. World Tra.de Center, 

the· H & .M, the Centra.l ~a.ilrload will bi:,ing in so~ twelve 

or fifteen thousand customers to Newark, by-passing their 

old locatic,n, w!:Jic& will ti, up with. the Tubes, · ind the cars 
• • • . . • . . . . I . . . . ..·• I 

. tha.t JA-TII' the Hudson &] Ma.n~:~.ttan' ha.ve p~rcha.ser - a.nd they 

are b~ing delivered shortly I- will ta.ke'·.ca.re of ~hose 
. •, . . . I . ! . .· I .. · 

customers. There is no! use If or the ca:rs un~ess we get the · 

Centra.l Railroad situat~~n iolved, and that can te sdlved by 

these two moves a.nd still ndt confuse the situa.t 'on in the 

over..;a.11 with the ta.x ~[ituaJion which might be a sepa.ra.te 
. I . 
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SENATOR·TIUMONT: Well, it can be solved for,how 

long do you thihk? ' 

CO:M"MI:SSIONER PALMER: Well, according to the 

management, they feel that with these other·stepsthey 

could sta.y alive, ',possibly going down gradually a.gain· 

because of the distressing ·condition of their equipment,--

that they could_ stay a.live for one or two yea.rs, but that 

in order to go on they have to have new engines o · You 

would be a.ma.zed· at the pieces of equipment that are in the 

shops that haven't been repaired a.nd maintenance, ahd while 

I'M not· pointing out that there is a.ny ris·k)or la.ck of 
safety involved, from the standpoint of appearance a.ri.d 

usefulness the equipment is in very poor shape~ 

SENATOR DUMONT: But you think, I gather finally, 

that if we could help to provide some kind Of reasonable 

tax program here it wouldn't necessarily do any harm = it 

would be. pa.rt of the over-all answer; is that correct? 

CO:M"MISSIONER PAIMER: It certainly would not do any 
-

ha.rm.. And· if you could try it in your judgment and how 

to discrimina.te or maybe not to discriminate but. to do 

something with the tax situation: it certainly is an 

alleviation of the situation and to that extent it's con-• 

structive O But what the alleviation will accomplish is 

something. that ought to be evaluated: prior to. the dispensing 

of the funds and' some commitmen't from the ca:rriers a:s to 

what we are going to be the recipients of in return, just 

in the same category as we have a contractual relation with 

them that they will mc1.inta.in their service and they will 
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we check up on . not be too late in a.triva.[8, -

also that· their fares wil'.L be maintained~ • As a .. matt.er .of · 

fa.ct, outside of a. f:ew of these extreme situa: ions, the 

service ha.snot goneldown and, while a: very s 

. mileage a.nd unemploryent. • el xiste.d prior. to. the ta.king over, 
I . • . there ha.s been I cou];..d almost sa.y practically none lost • J 
ii I .. . . • 

since we have bad th is system in vogue~ But · t' s only a. 
: I . . 

! 

pa.llia:tive.a.nd itrs ~ot t/e answer~ 

· SENATOR .DUMON'r~ Di<il you sa.y you were one 

· a.nd. 

the 

- I . I a: half •million iricrea.se rather than two 

Appropr ia.tions Committee? .. 
. I . I . 

COMMISSIONER P11MERf • ·.· Yes a 

from 

SENA.TOR.DUMONT~ In!the contra.ct for money? 
. . - . . . . •· I , 

. COMMISSIONER PALMER t . . . .. •·· ... I Yes o If. I get a. illion one 
I 

for the grade c:t:'ossing~ a.t[Ld a million a.nd, a. 
. h ·1· h: J . h. ·. time., ot er,. we can ive t rougT ].t at. t l.S 

· SENATOR DUMONT:! Y1u mentioned. tha.t yo some 

. informat.ion aboUt, ho", the New York s~atute wor,ks. 

COMMISSJ.ONER PrERr I have it attached here o 

is written. out, and :t will. leave these copies rith youa 

SENATOR DUMONT:! 4a:t•s.your opinion abbut the 

Possibilities and effects of these. mergers. tha we hea.i::-
1 • . . " 

about? COMMISSIONER pJJ:MEJ Well, I did touch on· that 

but I 1 d be delighted ;_ I Jas in on a. discussio · on that 
.· . : I ' .... ·. .·' .. ·· ' . . . I 

this morning., . I ha.vej ta.lRed with Mre. Sa.und.ers of the 

Perinsylva.n:i.a. Railroad a:q.d I the other officials and 
I . 

It. 

. personally J: believe ithat mergers. are the only answer to 
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this over ... all situationo . But• to mergefor one or two 

.carriers without giving .consideration to the other 

carriers of the .State,. I think would b,e a de.triment for, the 

State to a.pprove ofo I think, a.s I mentioned betore, that 

the. Erie'.'"Lackawanna should be brought into the picture 

with the .Waba.sh, and the Norfolk and Western and the Nickel 

Pla.teo The Pennsylvania.owns 99 per cent of the stock·of 

the Wa.b~.sb.·Ra.ilroa.d; they own 46 per cent of .the Noi;-fol,k 

and Western; they own.the Lehigh Valley, of course, and 

the Philadelphia. and Reading j as I said before, have. 49 

per cent of the Gentra.l Railroad, so that with all this, 

·. what we'Ve got to look out for in the merger situation is 

that.the so-..ca.lled strong, bigger peopledo-p.pt go a.head 

·and get approval of their mergers and then pick up ten cents 

<;>n the dollar the strugglingra.ilroa.ds and leave our economy 

in a. position where we would be. who·11y de.pendent upon soqte 

one or two ca.rriersv 

What we hope to see or do is to ma,intain the fa.bric 

· that we have at the present time. to the extent that it is 

serviceable.and also.to get the same amount of freight and 

. the .same amount of passengers coming through "'.nd.riot have 

the freight cut off and go through Philadelphia. or· Baltimore 

or Boston 2 a.nd a..lso that the. State ma.inta.inits employroentG 

So, as far a.s merge.rs a.re concerned, my personal view 

is that it would be a. helpfuLthing, but in doing so, 

before we approve them, we shoulci have. a. commitmento 
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.. Now,: ·the. Erie-tack. a.nna:. Railroad ·have : 

'might call a. gent:lem~n' s' agreement.' ,:,They ,,ha.v . :an a.gree-

' : m.ent from Norfolk an~ West~rn'. wh.en }'.Ir~: Sa.unde s· was chair-. 

ma.n of. it that they {muld have a.rt a.ff ilia.ti on or some .kind 
• ' i i 

··. of an understanding which. persuaded the Erie- acka.wa.nna. to 

.f.,el that thej,·we,;e ~oirig.to.be in~ited t~ th1 big party 

when the titne ca..me i ~ut 1.f is n<:>t a cornm1.tme1.~; I have· 

seen a. copy of it, a.nd wh you get. down. tc;>. s -called bi;g 
• ' ' ! _, '·, ' '' ! ' 

bu.stness: and these, m¢:r;ger · s:i.tua.tions ,· a.nq.; $Q' orth;' 
·r . . ; . ' ! ,· .', . . ; : 

. documents of that 'ki~d do - t ·hold' much w~.ter ·.·· The . qu.~Eii ticm 
· is~.:therefore, or th~ probrl ~em is to. get a. co itment that 

these.people will be:incl ~ed in these res~c ive things 
' ' I 

ra.ther th.an living o~ a. .·.P[~mise which, lik¢ e pie crust., 
I I ' 
, I _ •• i 

. is. easily brokenc i 
.r I 

. l . . . ' l 
:MR., KERNEY:: .. Your rime purpose, rse 7. is the 

·. :mainte·na.nce Of' tra.nsporta.~lon within the :si:a.t ,>whereas 
.I I, 

. we a.re und··· e.r. a .. s_pe.cit i.c d r~cti.ve ha.vin.g :ti def' with the 
r4'1ief of· 1.nequ1t1.es: in +e railroads in: Jax situation, 

~.nd we are·,.· I, ~hink,: li~iied, although. a.s :~it iz;eri.s we ma.y 

be intere~ted J..n. the j ma.inf.Erna.nee of the ra.!1-,r a.ds and'., the 

improve.tne.nt. o:E theirl serv~ce .. · We a.re specifi. ally limiteq. 
. . : I : . • . •·· .. ; ... 

by the directive we· have ffom the Legislature dealing·. with · · 

the 'ta.x problems of ihe rrl ·tlroads •. We h'1v,· t . sto:y·,<i.thtn. 

tht;1.t, within. that· contextm i I would:hope th~.t 
' ' ' 
f l . ·. ·I 

might. be· of help in ma,inta.:lning service, bu.t . he ma.intena.nce : . I • 
of. serv:i.c~ is not oilf PI'ot J.em. · It ' .-· their i !)<" · The 

. ta.~ problem is our pztoble ~- a.nd tha.t's a.s a.s l ;think 
! 

t 
i 
' i 

'i 
; 

I 
i 
i 

i' 
1 '·, 

.I 

·1 
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we are con,cernedwith, a.nd some of us are perha:ps sorry 

that we. ev;en have that. much of a. problem.·. 

crn,~n SSIONER PAIM~R: -Well, you've got nothing on 

me, Jim~ So f.ar as. I "m concerned, I think the. whole 

purpo$e, -.;bet her it is taxes or. whether it ts· the Highway 

Department Rail Division, is to maintain the economy, so I 

think we a.re all in swimming together" I think itts a very 

distressing situation and it I s quite· a responsibility, and . 

. I a,Ill just hopeful that we · in the limited activities. that 

we h~.ve in this situatio.n., may be able to obta.in, a.s you 

pa,ve sop.ght from us, some observations that will be- of 
. . . 

assistance. to us in having a broader prospective ahd being 

more constructive~ 

We have checke.d the books with certified pub lie 

accountants, the sta.t'2.ments. of loi9ses; we a.re intimate 

.with the ICC method of bookkeeping; we have. had engineers 

on every,job; we qa.ve. studied everything with great ca.re; 

we visit with th~se people three or four times a week, 

pra,ctica.lly a.11 of them; and we know what their. problems 

are a.nd we· are very sympathetic_ to them, not because they 

·are a. priva..te company,. The word "subsidytt which every-

1::>ody refers to is pub lie mone.y for .a public service 1 

and that~ s the limit of our interest in thi.s situation. 

Aside from.that, however, is the fa.ct tha.t the Highway 

Department .is on the spot continuously because of con-

gestion on its highways~ As I said before, if these 256,000 

passenger trips were clumped on us, we. really would be 

down the tra.p 
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MR~ KERNEY: I tlffnk one of 
I 

we have to be different :from you is 

the placJ wher~ 

th at we .re · not 

giving subsidies, if that's the word, and we can't 

devise.,.. a.t lea.st I/see no wa.y·bywhichwe c·n devise 
I 

a. tax policy which ~ill pa.rticula.rly favor t e· ra.ilroa.d 
. .· . .1. . . . I 

tlra.t 's broke over tpe one that ha.s ·money.. II ha.s to be 

an ·equitable tax th~t i~ ~tfaight acres~ the boa.rd; 

otherwise, it just :Simply1won'tbe constitut,ona.1 in 

NewJersey,I'msur~ .. Jndwe don't have the kind of 
I 

leeway that you a.re.now s~eking for theL~gi la.ture 
'\ 

a.nd which I hope you get-
• • I 

We ca.n' t do this · with the tax 
I 

• · legis la.tion; a.t least? I ~on ft believe we: CcSI, I O 

. . · . I I 
COMMISSIONER PAlMEJRl: Well,, sir, t0ere are two 

' I ' I i' ' I · .. · ' ' .· I ·, 

questions there; No:o 1 jjs! to find out what we . accomplish 
' I ' I 

: , j 
1

1 

:. , . ·, • - , , I 

a.nd where the need tJ..s by ~he forgiving 6fita. es, and No" 2 

is if the seventeen and a.: half million dolla. sis for-
I 
I . 

given, what does the State do in the wa.y of. providing 
· · · · . · I : : · ·I · · · . · · . · · I • • . , .. , .. . 

.the•seventeen·and aha.1, i:n1.ll1.on from othfr iources of 

revenue., We have su .. ch a difficult time, ea.c~ .. ·· department 
' I I • i I 

does, in their proposa~s to the budget dire~ tors,. a.nd 
: . i· . : ', ,. . i .: 

· so forth, to get mohey for the rea.lities f3.nd where will 

the State go. to get; the s~vente.en and a: ha.lf. million 
, I · .· I 

! . - . - ·.· , I 

dollars .. When one· forg·v~s something, now u der the 
' I 
I • I 

arrangement as I untlers,and, every bill t~a.t is introduced 

toda.y·youha.ve to p:povile the fiscal knowled·e a.long.with 

it as to wha.t ·it's going. to cost, a.nd in the forgiveness 
I • . , 

' 

of taxes you would ~a.ve/tb figure out where ou a.re 

going to get the do~gh · .. t,
1

0! make 

I 
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MR •. ~~NEY::, · ·-·•. J?rom· 'the ga:s _ta.x~ 

,QOMMISSION&E. PAIMER; I'm .for that. I think-we 
-

could·- stand. more. of it o 

, SENATOR , ~UMONT : · : Any .further . que ~tio ns of 

Commissioner .Palmer.? · . - . . . 

.. _Thank-you very much, Gommis~ionex:. 

COMMISSIONER .. PALMER; • YbJ:l:!·ve. been very . generaous 

to roe .and-I hope I haven't bored.you, but at ],east it's 

-. a very i.nteres,=in~ ~ubject and· it's one that I hope we 

can contribute something.to. 

-SENATOR._ IlJMONT: : Are there any further. wi,tttesses · 

now t_o be heard at to~ay is hea.ri~g? 

· Weil, we thank yo_u for coming,. tho~e who testified 
, . . . . . . '· . . 

and those· wh<? did n«vt but ·were._ here as .. observers~ Today's 

he.a:i;fng will be cone luded • 

HEARIN.G CON C.LU·D & D 
:··) 
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STATEMENT suBMITT~o B : bwrcm·T R. · G. PALMER 

_-.. · NEW JERSEY STA~E HIGHWAY DEPAijT.Mll: , . ·-·•·. · .•• _.--•. 
· .. · DIVISION QF RA LROAD TR.ANSPORTATIO . •- ·· ·-.-_ \ -· 

... THE STA RAitROAti' ROGRAM AND RAILROAD TAXES .· 
'. ! 

.. i 
:- _·. 

-1 ·.. .• . •·': .. ·· -i .-::.· .. _.. _ ··'. _ '. ·.. _ 

TESTIMONY BEFORE .'l'HE STATE ··TAX :poL!OY_O· M?!ITT~-•-

.. ·. AT HEARING II Tf. ~·s:r~LY OHAMBE_R~_/ ~!:,t ·:E ~~~SE~:.: 

·TREIJTON, }f• .J.> 'H4f~ -6, -1964 :HE~ :PUR UU'I': TO.: 

SENATE J~tm RE~OLUTF 12 APPROVED.T 

.~E :I~olia7~.CT PRoo; . . 
'!'be Rallro•d Pasae.~er ~er~oe Act,.· Chapter 16.6,. Laws . . .. ·, .. , ... · .•.... :·, ,.J.:. . < ' :' ...• •'. '. :>, '. . 

·. became law on June.··22;i ·196<i>i. --This measure:. •~ith rized\ the H1'gh7. 

I 

I 

I I.-

:::1'!~1;;:::~;~!°f:r :r.!;.:::;::::•.1t;: ..• ~:::::(:;•;nge1'. . 
easen~ i"-1 comm.u.ter •~~1-cau.b~!ban se·rv1Qes .•. ·_.; irr, . !lw •,t f<:,rtb i -· 

• J>1'bc •d\ll'&a tq. ~• ••.t()1iit,f i~ ~.;w•111rtn.e :J;l!~;!rie j';al~t., .·ot • a .. ··• 
particula.r.' trai,-n or .s~it'vlc;J and p;rc,yidea tor: p:a .. e.nt ,to th.e · · .tr,. .... i~ ~t iaat,.~.~~f T~11er"~t.on :pf/~{l1; i"l'tice at a · 

,i~:i,,r iu11, rat~. ·, The :tr1$:!JC-imum :c·ar ·mile· rate ·1a;'·de el'Dlined 'by the· 

· aiiatui•a!id 11 depe~+::,it tnd~,~v•~kt •/~\tbeto:ai••··· · 
~b~; or o'ar mJle:a ot; ,pa;saetnger- se;ryice :touµa o_ btt·. essential. · · 

, . . , ·ii· : t:-:c· t . / .. : T f;i:;:f :,' . . . . < : ' 
In J:ariuar1 •Ot 1961 the: A!l_t _w~s ameild,ed, to ,autho i'ze .'the sighwa1 1 

.·· .->·. :_··.-::. ·: :' :·_·:. -·· ·::: .- . : ·. ._·. . ..... :··. ·:,, .. _:.-,, ··:,-·. .[·, ·. . ,· ' ·. - :· -. ' . ·.;· ;· ·: . 
. ;Ootmllief1!(1on.e~ ~P .•u~a.td~ze n~eratat,e· ·fern: ~per t1ons to · a 
ma,c~~-;~;··$1b~,C>OO tor ea~:·i t~~·r,-.~·•~rJe~'.P~~ .ear; ·· . 
_,_ ·,•.,· _,·, -:· '1 ' , '1 ' ' -

.~~.tbtt 
~i. R,11r;:a,d Pas~en,ger Ser-v:1eo · Ac1; atn~- 19~0. a c·ruing to p.s~enSer I > . 

i 
·. f 
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. . :· .: .. -.-.' \'" ·r -~ C' '"~· •. . , . . : 

carrying railroads opera~ing ·· 1n New. Jersey. . Exlttbit. 2 lists· the 

·. deficits _that -h~;e 'be~~, inc~rl"ed by. these carrie~s in_ operation 

. of the passenger service, records . the_ total. pay.m~n~~ by tlle. Sta.te 
under th-e contract P,rogr~_ and indicatt,s the perc~ntage <>f the . 

tully allocated deficits that. these pa:yments h'1ve covered. 

Tc:> earn ~utthe_program tor the current.year a budget.in the 
. -amount' ot .$6, 355, 700. 'was' requested. •. The ~pproprlations · .. bill' 

as e11ilctedprovided •·.totaf ot $6,-000,000 ... This. mnount' together· 

with.an ·amount of $228,000carr.ied ·rorward trom the previous year 

has been ·expended or~ committed. ' 

. The -budget tor tbe 1965 .. t~s-cal year .. was submitted ~l,l the.• a~ount 
I 

of $8_,502,961, a.n increase ot $2,502,:961 o:v,er th~ amount appropri-
- . .·· . . . . ·. . . ( · . 

. ··. . . · .. · , . I . .· 

atf9d . .for ,the . curre·nt. 7~ar. · Ba,sically, this larger b-µdget _was .. 
. . ., . ' . ,. . . . - . . . .-- ,,. ' . . . . 

,. re.qu~stf!d be,::~use ( 1) ,tb·e def1c1 ts .being inpurred .by ·the_ New 
. ' .' •, . . . . ' . ' ' ... , •. 

,. 

. . .· .. 

Jer_sey .carrt_ers .from _operat1ng_,~he passenge'r service have increased, 
. . 

(2) · the: tinanci-.,1 posttion" ot _llome of th.e c~:rr,tf!r~ h~s beco,me ~ore 
. . . : 

c:r1t1c,al; as freight revenuefl have ,declined,_ and :CJ)_ funds are 

needed; t<;> .1n1t~at~ capita~ improvements that w1i.1 redu~e the 

size. ot tbe ,0:J>era1iing.: deficits. 

· Retereilce to ,Exhibit 2 show~ 1the extent to ~hich· deficits. h.ave 

· 1ncree,sed from <;>p~rati-~g commuter and suburban pa~senger .·_ ·service . . . . ' -· .· , .' . 
. , . . 

in New Jersey_. Thil!I· Di vis'.iori does not advocate that a carrier . . . . . 

•Should be required.to subsidize pas~enge?''losses' with profits 
' . ,. 

· from other railroad operations, ·howeve·r, in our opinion the 
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overall results from all r!a11r1ad activities must bt·• .. considered 

tn preparing pr.ogr..,• tor the jonUnu~llce o.lld impl"i, ement ot 
passenger serviceo A revi~w tollowa on the cot11bJne. operations 

.or th~ major carriers. I 

i : 
The Central Railroad·Compan:y of New Jersey 

I . 
I I 

I ', I 

.This carrier bas nearly 70~ or 
1

~ts trackage ln 'New ersey, serves 

m~r1e communities with eith~r rJeight or po.asengef sf rvice or both 

than any other carrier.and,is. third in the volwne ot passengers· 

Carried, handling a to~al 9r l;j.:900 passengers 1t + direction 

. on an average weekda-yo. · 78~ of its -passengers 1tr,ve, · in the 
I . . . 

commuter rush period,; Its: cash! position bas becotr)e critics.lo ·As . 
;, ·:., I ,, . -!, I 

. i' ' i . . I I ' 

of January 1, 1963 its working pa.eh was $3,635,000;. by the end oft-
. - . • '. : : . - . I , 

,1963 this reduced to $1,921,0001 +nd. by t~e end of :tj64 proJeCttons . 

made< by the Railroad sho~ a casj I deficit or $555,000o J)uring 19~4 

theJereey Central has about $1},500,000 in obligat ons to meet 

in addition to regular ope17atinr··.: expenses e,ccltis~ve of. al\ t&.)Ceso 

These obligations for the J?Ont~ 9t · February ine;l~de I equip111ent . 

rental• ~Q&N x-ent tor leased r i l!,dway and payrop] tt"" togetliel" 

. amounting to $1,202,000o In Juli the rtrs.t prtnd~:p'al repa~ent 

<>n its $15,000,000 loan acqu1rel !under 'the Tran;~porJat1on Act or 

19.58 falls due. ma.klrig total 6bllgations tor the..t :modth of 
I , , I r . . . . . : I 

$2, 961,000., In October LCc!t~ rent is again 'd.ue brt,n~ing obli$ati9ns,, 

·.,. · th· ·t th ·t d-1 0~1· · o·o·o lni De·cem·b.e· - ·1·s.t ·tbi .. ·, r·•.le· al t t · • or a mon • o .. • ;;, . • , • I . ,v .. • a " 

•11 
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. . 

_- obli.gattons y_ar1 from $20?°,ooo to $650,000 .. ·_ 

. . 

Tl:l:ts 'Rs.1.lroad· anticipate~ 

that th.a ·combined deficit for 196J -\in excess cit $6 9 000,000 .. will 

gradually 1.mprove so · that . b7 1966 a -small prQttt may reBiu:l t upa~r_ 

the .t'ollowi.ng assumptions: 

1. That the "Aldena Plan" will become ef'.feotlw@ 

earlyin 196,; 

·2 .. Fltemerion :f'relght an.d yard diesels oe,n bs· 
· eliminated} . 

. . . 

3. That_· freight h~nd:ting with the Lehigh Valley 

· Rai1road will· be Qoord1nated; 

4. A .nelf .trackage .. agreennent with the D&H Railroad 

""· will ;be effected; 

5. That t.l:l_e passenger. contra.gt earnings will be 

increa.s~d by $1,500,000 in. 1965; and 

6. That the real este,te tax liability will.be reduced 
" 50.~ wttb. payments d~e Decembe;r 1, 1965. 

To have a.vailable more working c~pital and· to finance· frsi.ght 

consolidation and coordination projects th® :Ja_r.tH!f1 Central sub-

mitted late in Jun~ of 196.3 an application to the I.c .. c~ for 

Federal guarantee c,f an additiona_l loan in the ~ount Qf $5,000,000 • 

. After DJ.uch wo:rk with. the I.O .c. by the r6?11Iroad and testimony 
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befol'e the l.c.c~ presentiad hy[ the J:fighway 'commissioner in company 

with.President Shoemaker, ia 1..6fti hi the' amount of $12,000,·ooo was· 

approved. · ,The I .c .c. indic&tef that aotto~s being contemplated 

by the State of New Jersey, in1luding plans to rero te P.assenger ,. . 

trains to Newark and a rev.le~ <!>f the tax situation., were perJ,u~sive 

in authorizing the. ~oan iri the I ~ougt ot $2~000,000, ,·and that any 

.further loans made as a result of the applioatio,n will be dependent 

upon such actions being re.aliz~do 
l l I ' I 

During the past te~ years ithe f~rsey Central' a· p$:~S ngezt def'ioi t.s 

have totaled some $67, 000,iO00 ,n\d in th® aame. perio 1 t has paid 

nearly $34,000,000 in prqpertY,lt:~~~. · 
,I ; 

. .· I i The Pennsylvania Railroad Company 
'1 : 

Thia carl'ie~ provides 110th' ·an +!teroity or long dis
1 
ance operation 

ae;ving Trenton, Pribcet9n, N<!frl"\lnSwick, Newarj< •f New York 

and a suburQa11 service witll tr,1~•. operating tr; Bay Head, South 

Amboy, Rahway, llew BI'Unol(t!)k aqdl Trenton, The tlU'ofgh .trains 

carry 4,300 New Jersey paasengJ
1
r:s in one direction pe·r day a.rid. 

the commuter trains handle ab'~~( 18,900, 68.J~. oi, , om travel' .in 
'f 1·· 

the rush period. . . ' . . l i 
r 

In the four year period .from 19~9 through 1963 t~ia 
I i . .· .• • 

will have incurred deflcit~from'.opex-at1.ng suburban 
I 

Railroad 

and commuter 

·passenger services of about $J2,0o6,ooo. In this s I e period, l·t 

has paid. $21.,600,000 1~ State prropor.ty taxes. C6mb '1 nad operatfona 

. 1164 
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or passenge:r and freight services lnc.luding related busine_si( of.· 
' . '· ' . , ' ', 

t'be .Pennsylvania R~ilroad Comp~ny ha~e J)roduoed a profit I of., 
. . . 

$1,445,509 over the.past tour years. The asf:lets or the 

Penrisylvania Railroad Gompany total more :~han $2.J b11J.:1on. 
. . . 

The mosts1gn11'19antactfons that have been taken recently by 
,_ ·. .· ' ·.. : . :·: . '• '. : 

the Penl'lsylvan1a- to improve its financial position have b·een. 
,· . . . . ,. .,. ,. . . '. ' ', ' . 

•, . . . 

·1 ts et':t"orts to :111erge'. the. corpor~te structure 9f the New Ycirk 
" ·.' . ,· ·. . 

. Central .Railroad -illto the . Pen~syl vanfa. Hearings be.fore. the . 

·I.C.O.have peen completed and testimony·Qn the r~cord indicates 

tb~t with 9: merged -- c,peration -· savings _il'l operating c~sts _ of 
abouf 1$80· ~11.lion:.pe:r year could be effected. tor the merged 

. . . . 

carrier. In_ add1t1o-a., th.e Pennsylvania .is increasing its. earn~ 

ings tro111·carrying 1cpai97 use or int,gral trains and is con-
.. , I 

_ ti_nu_ally expanding ''1ts :t:railer-on-tlat· o:u ~ualnes.i,. ·,,·These 

"piggyback" operati~ns _:reduce transpc,rtation costs and· are a 
·-. source or continu~ll7 itj,H:•,asing ,revenues.. Wi tb regard to pass-

enger service,.; thi~ Railroad rec.ently under_took.· 'to. make its 
' ' 

facilities more attre.cti ve_: to 1 ts patrons through a cl~an-µp . 

. pro,gram, a~ .has . approved e~pe~ditures to~aling over $6;·00;, 000 for 

passenger car improvements •. Fitt7 stainless ;teel c.o'-ches (recon-
, ' ' -

structed roomette.cars) have recentlr been put into serv1ce.1n 
' ,. 'cl ' 

' . 
. the New York-Washington. terri torr and 58 . coacQes• are being re-

habilitated including compi,telr. new interiors'._. ail'-condi tioning 
. ., ' ,•" . .. ' . . ' ',' 

and imp.roved trµcl(s for ~et.ter riding qualities and will be .us.ed· --
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I in New Jersey. Eight ot th~se care are now 1.n serv ce and the 

remaining uniter will be added p~ecemeal as their :r_e·q·l,cnstruction .. 

ls finished. 
I . : I 

,The Erie-Lackawanna Railroad Cotinpanx 
I . . 

i 
This carrler is the State 1 busrest suburban and :c,o ,muter cs.rrler 

·transporting 36,000 passengers in one direction daily, 83. 6~ of 

. whom travel .tn the ru•h J>e~tod, I \n a,lsq operate~ 11 i ted int/er-

ci ty · eervic e connecting Ho~oken[and other New Jer
1

sey1 cities wfth 

Port Jervis., Scranton, Blnghamt1n, Bu.ffs.lo and. Chicalgo •. , Since · 

::::::ro;t t::6:o::: :~:a:~:: :n1J: ::::::aw:• w::::::df :: 1::::0
:: ::. • 

the Erie there has been considetejble consolidatio
1
~ or passenger 

and freight routes •. · The lates;t 1was the combining of the Boonton 
. .·_ I , . .· 

Line with the Greenwood Lake Bra.tich in New Jersey1• 
i 

. . I . This Railroad ll.as incurred passenger aervice deficit in the . . . . . . . . . I ; . . . . . . . 
State pf New Jersey that· ha.ve tot_aled over $15 million in the· 

four ye~r• from l959 through 19H . In this •am~ ~•1-f od State 

ta,xes of $18,800,000 will have 9een paid upon pa~en of the 
. I 

balance clue.on its December 1963 obligations. 

. . . . . I 
Because of litigation· on ma~terJ pertaining _to dispo i tion of 

. , I I 

personnel following•. the merger, ]the financial ben~fi.ta that bad 
I i 
I i 

been anticipated have been somewihat slower in beibg ·. ealized .. 
I l ! 

I 
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.. 

Detlci'ts', tJi't~:~·''c'o'mbinea c,pe;~1;ion ':re)~· the curr~ht year are 

about $16 .8 mt:i."11on,· ~boµ.t th/ ~:8'm8 as: ror 19~2 irid dcrw.rt conffider-

ably from the $26 millt9n de!'!~it -of 1-961._. The: Chairman. of t~e .. 
. ,· · , . · - · .. · · - . · · . · i. . . · ·. . : · . ." ' "·1 ::! ·, :_.. . . : ,, . . ·' . . · •• .: - :. ,,:' ," · _; · · : . -· - '• · ·- , '.: ·, • · · . ' \' ; . 

< Erie~Lacka~an·n~- Railroad, Ml'~ .w1111em Wb.tte, Ls ais~ optiftiistic 
. ' '· .. : , ,·r • ·• ;: . ' ';. _\' -,'·_ .. ::, • . }, '._ . • . - -: ·,:,, ·, .. . . •. ,. . . : , 

·.·.·••~0~.c.erpins· •t~e ru~te eJ,Cpe~ttt,n~ _ .•.• ~h,_ rp~~.>~.~<bontf~u~- in the re'1 .... 
. durtrig J?64{--h~ .. -.. ~,}:~f1,8~ Jl,1-rt'. wft~ __ ,.:a.fl~t(e bit_°"f:lticlt" 't9:e. 

~~~ii. _1't11_ :<>pe~a~~-ittbp::u~ ~:l~s~ _.tn;}96$.· .. _ •. · Thts R~il?'oad< al~o 
.. h9:~.,:f c~tt{9~l ~-~s~· pr.oble~:·•ana appiie<l:; #01-'' a Fecl~ral:,_~apan_tee .. 

. · 'ot: a>sec(>nd $15-l!lilllog l;c,ari und~r th.e pro_visJoris•• (j;f th~ ;Tran$.pOr~ .. ,,·.. . .. • 

ta~_1op A9t. <>t: :1958;.; 'W1:1e. lc,an gua~ant,~! was denied by·_.t~e Feder1tl · 

. ;agencf\a$ ·wa.s a x-~v.is~g.. aul;,misstoµ i'.n. th~ SJn,9ut1t of .$5. milllon.: 
. - .. ,.· . . . . .. ' ' . - . . 

·.·.:::~:tt:~t:::t::•:/::;:::t:rf$t:~:1:~1~:1:~::t;r:::alJy.•. • . 
. R~ilroad at.-th-e 'Butta:Lo'gatew$.·f and Jmprovecf/'tihe ef:t"iGi.ency at 

' : ·. .. . :_ . .... . ' ·. ; . ,' .. 1:·.-> . . . .. . .. '. . .; • ·: . . ,' ., _. .: · .. :'. . . . . . ' .' . ,:: :, . ··: . . • 

otller ;~rds.·, It is" .curf~:ritir-modern.fzing. 3'./000. ':fl't,fght•" ca;rs. un, .·• 

·a. sale ·and repurcllase a.r~~ngemel'.lt. a.ni reha~111 t'\tfn:g ·1ts· long .b,~-ul 

pa~'!le.n~~r cars 1n·· a~ticipatton-o~: thcr~as~a••··travel,.:~() t~e· Worldfs. 

· .. Fair op.en;t)g 1.n,.New ,~York next :month/ 

0th.er Rat l roads --------,-.,.---... .--·· 

. . . .. . 

The. New Jersey; ~".New·York Railrd~d, although a separate corpor·a- · 
.. ,·.. . ···._·., ' .· 

tion, h~a ne.arly: ~11 ·· 1,ts. se·cur.:f. ties .owne~ by the Erte:-LAckawanna, • 

. •• ~t oont,irrqes, to be \oper~te4, .1n bankruptcy .by a trustee under · .. C. 

·rather favorable tr~cka,ge, _ca.I' l'ent -e.nci terminal .use agreements 

·167 



9. 

"1th . the Erte-t.acka)fantla) 'l'hr !paper. wo.rk on 

·. <•~d.o.r is .cqntinuing s1Q,.17.l; . .. . • 

The New York, Susquehanna and'Western Railroad Com any·entered 

the. Contract Program for th·e f1I"st time in ·196.31 af'I er new manage-
- _.· I . - ·- - . . 

ment took control. The c:ontr~ct required that for an experimental 
I . j 

, I , ·._. . .. 

·· period of_ six months that: -it .qperate six s.ddt ttona /tralns to de~ · 

•termfne if patronage coul.d be, ~ttracted; and,·· that the carr.ier · . , . . . -. . . . . . . . , . . . I 
would pursue diligeptly tjegott~tions :wi. th other; carriers for the· 

' 1- . . . - ',,_,'. .', l .· -.. 

purpo21e of': terminating tt:s tr a tins at a 

coul<f transfer. to trans-HUdsoJ irerriee - ---_- ----- ·-•·•· _--- -- l ! 

both, to r~ach d9wntown · Mal'lha~t:an. 
.. . ! i I , 

lOC/it1on[)fhre passen8ere 
or to PATH ervices, or 

The additional· trains plu;s ad'Viertlsing and car imp ovements 

-'increased travel from ari averJg:e of 212 eastbound tas a angers to 

iJll; ·westbound commut$rEJ.lncrJased from 169 to 2i1l The combined. 

passenger ancf freight ctelicttJ '.1noreased tn 1961 tb $414-6, 00'0 as -. 

compared_to $349,000 toi ~be ·Jrl,vtous year ( fncludlng $178,000 ·_ 

out~ot'-pO()ht passenger trai. 11 !lbs ae• ) and the c~,..,+~ eiterc is ed 

ite qpt!on Contained in the •4n;t>''\ct and is. cuJen • ly in the 

process ot terminatl ng th~ ex~e;imental trains. ! -

Negotiations to extend tb~ pa"["~nger tr/iins to Jou Square 

are progressing and the carriejr emphasized that if 1 t is to be, 
I , - > 

. able to continue passeni;er ser:vtoe untiI··su.ch a~ 
• ! I 

realized it must Jc~sh~, Aocordlngiy, t petitioned 

11 

' 
I , 

·_ [ I. 
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10. 

to .further decrease its passenger service and heartngs to dis~ 

contillue another .round trip were completed on. Febr~ary 25, 1964 .. 

It is evident .that it this ,carrier is to serve adequately the 
.. ·. ",; ·,; ·:· ·': _ _ \ ·._ ,.·,,, ) ,. ··.. :·· .· -· ·/ .,. '-· '' ' ·. ' . '·• ;. 

passengers tn its territol"y substantially is.rger State subsid;ea 

will be required. 

The Reading Railroad continues to operate twc/ .feature commuter 

·trains.between Philadelphia.and Jersey Citr serving West Trenton., 

Hopewell and. Belle Mead.·· One other round trip· serving addi t1one.l 

stations is also operated. Its.fully allocated de.t'ic1ts have 

be.en substantial but will be considerably reduc.ed this yea.l" as . 

a result or authority by Pennsylv,ania. a.nd New 1 Jersey to eliminate 

ae11eral lightly patronized trains that were operated mainly for 

the "head end" business •. The Reading reports that the·. combined 

deficit for its. system operations were about $5.,000.,000 tor the 

1963 year. 

The Pennsylvania.:-Readin.g Seashore Linea ente'rad int.o the Passenger 

Service Program fn 1962 on a, spectal two-year contract. Pr.ior · 

thereto. 1 ta attempts .to end. all .1 ts. passenger service had tailed ,. . . . ·. . 

although ·I'egulatory agencies had permitted constderable cur~ail-

. ment resu.lting. in a reductio.n in fully allocated deficits. A 

· recent dee.talon by· ~.he Hlgh,way Commissioner has :t'Urtb.er reduced 

train .service and, correspondingly, the runount'of the deficit •. 

• Losses for 1963 were about $2 .2 million from passenger ope:rations ., 
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. i' ' 

.·,· :' s;1.,1.~~'a c~mbS.necLd~-t101t' ot~4''s: ·mtll:ton,:•tor··,bot>:i,p ' ,· 
• • ' ' I ;._ "(. • , ': '(I : ':, ' ' .. 0 l •• •,. , .. • --:• :,.• • .- ,' ' ' ." , I ',,' i' ..'; I ' • I', , • • •1 ' 

a.n~i,. t:reigbti aervic:eei •. 'l'he P-R~ .. opttr&tes entlrelf. 1 New 3e:ttil7• · 
. ., . ' ·•. ·' ·, ,- I .• . '. ., . . - , ,. . . , . 

' ·H,ea%''t:n~.- 'on,: ,a :,pelSitlob tti~~ 1:>y' the ·,~RSL.''t~' tu:rt;l:lel' :·~edu~i 'ltd\; 
. ·· .. P••~~n~ex- ae~-v:toes-'' we:r'e: oon~lUd d1 OD' Peb~u~r·,.·.~a·,. 19 4 ·:an~ a': . , 
,'' ,', ' ' ' , '1 ' ! ' I ,' 1, 

' ·c!'eoia19~. 11. DO.W petiding •. · ; . . ... 
; , I .. ' . . , .. . . '> , . 

·, ' 
,, ' i 
'·. ; 

Action on· Su.de;et Reg,uest .. 

'l'h~· ~u4g~t •~••_sag~. dat~d. ~~b11ua I~ .. 3,. ~96~ _t.o.x\ t~•f .;t1ao·a1 ~••~ . . 
ending Jun~. 3·0, 1965 aa t:l."arism1tted ,to, .the les1a1:atu • con·taf.ned .. 

_ 1the to1ipwtn~:,atatem~·nt p~~ta~niJs ,to' the ·r·equesti°ma ··,, ,~y'.the ... 
' . ,, ,, ' ' : ' t ' ' : ' ' 

D. ~:"'_1·:'-__ o···•·~.-- ot ... aa1~~o.ad ... 1~~p~~o.r.'.:t_ .ali!_o ___ r)·.·t~:r .. '.··· an·:~nc:rea1~-~---·. J'l. tunda .·.· 
trom .$6;000,Q00 to· .$8,S.d2,9,6li. /. I .· :.,, ,., .· i • 

.. ·. \ ... T.her•e:iil ;•ecomme~d-ed· 1·the·,~Jm 0~ $6 mlllto~·{~.- ovett 'I,., 

~lu, coat ·.ot. ~ur .. exitJt.t·ng' •~·~e.ements .to:r ·the con t.nu- • · . 
-.ts.on ot _co~ut:ei:- s:eittt1ice·sJ:1 i. The ,Highwa1 OotTLpils' ;t~ne){' . . 
request ea· ,,that the .amq11nt· t;, $6 mtlltor1 cur.rent 1 . . · .. 
p%1ov1ded to~ these· .ser•:vicle . ,[b'e increased bJ abo t,: . · · •· 

; · , $2 .,. ~1 ll~~n:.. .. O~r :re.1t,_nue 's:t:ruc t.ure. ·a~ , t~e· pr~ .ent . : · . 
. t~m, ,'doeei not permit. tb1s. · ,ncx-ease.: · :t am. ,ther fore,._.· 

-. , :.:recommend~ng ,a .. conti'nu·atiotj :ot · the $6 million p osrams, 
: . but should, the Leg1sla'tu?-~ f 1:ncx-,ease • oµxw •:reve_~~• 'bf., a . 

sutt1c1ent sum, I would beJ1.n tavo:r ot. ,'lncrea.s1 .8 the .. 
. amount tor- this pu:rpoa:e to t~at :r:-equested bJ,L ~h :Htghwar · · 

Conli'llission.e~. · The dee,p l)U li1o ·1nt·erest in .t'ne · atn- : , 
· teriance. ot connnutel" pa:,sen e~ ae~vices 11 well. - own', 

.. · attd ae a matte:tt ot 'tao~ is ,.: par.t ot, e,xlsttng S ate. ·1;01101~"' •, '. ' . ' . , •.' 

' . l ... ·!. 

. i 
.. '.j 

! 

i • 

! ' 
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12. 

RAILROAD TAXES 

· Much publicity.has been given the railroads' contentio-p that in . 

NE;)W Jersey they are s.ub.,1ec1,ed to "inequitable, confi~ca.tory 

taxation poltoies". This claim has, been· illllst:rated by a com-
. . . 

par.ison of taxes paid·tn New· Jers()y per mile of track, .to th~ 

national average. · .The comp,aratively s111all number of miles of 

• track in N'e.w Jersey embraces some of the most valuable and dense-
. . . 

lyoccupied land fn the country, while a great many miles in the 
. . 

national average include long stretches 0£ extremely low valued 

land tn·the western plains. New Jersey is also a terminal State. 

Many of the ra.ils have extensive passenger facilities a.nd rrelght 
. . 

. yards and structures .along·· and adjacent to valti.a.ble water fronts. 
. . 

Anyone who has .flown over Hudson County at 'low~alt:1.tu,de would be 

impressed with the large portion o.f the ~founty tha.t i's covered . · 

by railroad development. This land so used should help support 

municipal government as other industrial property does. 

Another contention is that railroads are forced to pay more than 

their share of local taxes because their. Class II prbperty is. 

-assessed at too% while other lands are assessed at lower per-
. . 

. ' . ' '· -

. centages. Laws that have beeD in effect have re.quired that all 

properties in the State be assessed at loo%.· Iri"practice, it 

is known that some districts assess a.a low as 15 or· 20% of true 

·value. Ther·e 1~. controversy ove:r 'the assessment level of railroad 

· property and, literally, there ha.a bean•· a century of litigation 

171 



I 
I 

in New Jersey on aaseasm~nt ],eve la. · Changes ln t e true laws are 
r . . . 

now wox-kl~g thetr way througlt the Legislature and 
. ··.. ' . . . . . ,• . . . i . ·. . . . . . . ! .·· 
by the courts have openep. up 1opportunitles for:th· 

brlng about lower pr6pa:rty t., liabilities. Teat' eases are' no·w 
•. I 

before the State for dispositt~no. In time, this type of action 

may ei:f.minate the inequities ltha.t may exist in! th I assessment · 

practices.· 

I . . ·I . . . . 
There will remain, however, tp.~s basic policy 9-ue ]tic>n to answer: 

.Should the railroad~ be taxed on the aame basts as a manu.factur-

1ng 1ndustr;y-? or should' the;y- ~e taxed. as .other pibL!.c utUHtes?}. 

or should· the, t~ be in the fofm of a gross reciei~t a tax ·or only 

a franchise ta.x on net r6venul~? . •· . 
•· . I i 

I 

The first alternative~ taxtngl the same ,as ind:u~t 1r t would require 

that railroads be given:. many 9~ the same. freed4ms as enjoyed by 

industry.. This course would bii-oba.bly spell the de ise of much . . . . I 
of .our suburban passengei ser71ce~ Establish:l~g; railroad tax 

, ... ; . . ::_ ' : ·-!_ ·! . 
on the srune basis as a :ptjblic: tjtili ty would f1r1sit equire that. 

. i_ . I . . i . : .. .. . 

a rate base .be. established a.nal\a 6, 7 or 8% ret'.UI'n pa:rmttted on 
I , . . · · 1 · 

· investment~ Such a procedure I Jou1d be expected to ?.'esul t in 
. ; , I l •1·· I 

freight and passenger rate.s at 1such . ·. '! i 

I 

a high levell .t at ra.llro ads 
i 

would be eliminated as cqmpet:p~ora ln some ar~ajs:. Qo1:1verttng 
. . : . I · • · . . I 

to a gross r~oeipts t~ or havt,ng only a .franch:tse tax o_n net 

eal:'nings would not bring ·ithe ~evenues. to the munic I pali tlea 
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ill . 

-._ that have> so much of their area taken up by :~ailroad q.evelopment. 

ln this,connec1;;Jon ·1t shotild_be pointed ~utth~t- freight yslds 
l~coted in . the -- river.;;front cou~t 1 es b?nefft many shippers and · 

receivers of freight wttll pl'ants lo~atedih ;unic,il)altttes ·f n 

-- the other -~:oJnties,;· that_- a ':Pis s'eriger. terinltia} on the Hiias'on · 
- --_ River ·serv~s: commuters m9st ()f whom' ortg1na'te ftf· munfcfpali ties_-

._ remote from .the ;f'acilfty· •. · 

. . . . . . 
- _Reference.to erldbits'sl and 2 prey:iou.gly 9escrihed shows. that . _ 

under, tl'le contract program the pass-einger carrying. r:ai~roads h~ve 
, .. - '.: • i,'·. ·. . . . : ' .· , 

e9:~ned •· under the Contra.ct ,Program-•v~ying pet~entage,a 9.f. th~--' 
. . ' . : . . . . ' . . . . . . . . . : ~. . . . . 

de.f1o1ta -re~iilting t:rom op~rllt1.ng the pas·aenger serv.ice. .• It. ha.a· -
. . . . •··. . ' . .. ,. .. ,· .... · .. .. ., , . . . . . - ',, 

. . 

. -- also been shown tha.t the overall financial. condi ~ior:i o.f. the ratl. 
. . .. . -:- . 

carriers has worseb~d:'idth the result' that all. carriers operatin~ -
. . . 

passengezi E58rvict;, in-·Ne~/Jersey exc.ept ·the Peri~sylvania ·.Railroacl · 
., ·:,. . . . . . 

. , . . . 

are' inc'tirring ·deflc:fJ;s :rr.9'ff1 -the. transp_or·t of goods. 

Exbi~it 3 attachecl li~t$ Jhe pass·.enger c~rriers, the passenger:. 
. .· ·.· · .. : . . 

de.fictts·,. tpe am9un't or tues ret,ained_ by- both, .the Sta·te and. the 

-mun_icipalities am . the ef!Lrnings ,upder the contract program all 
. . ', . . . .·.. ·. 

tor t,he y~ar 1962. Th~re :I.a ~l~Q included an estimate of':the 

'!;otal tiax of a c~~rier <al~oc e;ble. sole1,y · to pass-enge:r opertitioris. 

E.xamina~1on of th:f:s 19xb1blt shows -- that there is·_ no more relation 
. . . . . ' 

betw~en the cont;r.$Ct earnings of the carriers and their ta.xi 
.. : ·. · ... :- . . ·. ·,• '.· ' . . ·.. ' . . " 

1.iab111 ties_ tbarJ .. there is•· b.e~'.ween the passenger det'ici ts and 
. . . . . 

the contract payments. rn tbe case of the New Jer.sey and Ne~ 

York Railroad, es one extreme, its total tax liability for. 1963 · 
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was $15,513.64 and its cont::•·:wt ·:::tl'il;'l.cnts ··cp•e <t-101 10° · · nea,-1.y 

. ::::: n: c:::P::; :::t w::e 1 ;:l~ ~::. an: t 1 :::s ::::r J::::::~:aih• 
' $17,262 - a.bout 5.5Jt. This isl because the taxes a crue. on all 

property - both passenger land rreigh t - whereas th State subsidy . 
. . ·-_ • _ : :_ . ' . _.·. 1· j I 

is determi~ed by tne extent of I passen~er service 0. erated. It. 

d9es, however, ans,;-rer .the quespion often raised :as why not substf ... 
. ··.• • . . .. . . . . . . . .•. : . I i . • . . • L 

tute tax relief for the ciint:ract uro&rram. It a]so indicates • • I • , • . . -~ 

I ! 
clearly that reli~ving pf a.11 }~xes solely· :rel'a~~d or allocable 
.· . ,•.· . I 'i • .. ·· . .. . ·.· .. : .. ' ·· .. ·... .· . 
to passenger' facilities fall f~r short ~r :prolvidinp;. the 

assistance 1:tecessary to S11stain iand improve the 1passenger services . i 

.iin the overta.11. 

I i . . 
Exhibit 4 has b_een pr.spared to illustrate the amount. of tax 

liability l)y cla~s · 1ncurr~d by .. ~he passenger. cariryi g railroads 
·. . . . . . .· . .. . .. ·. . ·. i i. •. . . . . . . : •... 

as .compared to that of all oth~:ci rs. il carriers .• : :rt will be 

noted tha.t the l'ailroads QpereJ~ng 1>assenger s.eriv1ef provide 

tax rev~nues tp the amount of $.2,116,000 that .·:e~aihs with the 

State andi,i used for ge~eirt!.l ttjate purposes •.• A~l ~ther carriel•s 

provide a little over $400,00010:r this tax bring~ngl the .total to. 

$2,5~-,56J.32 for the 1963' tax year. Bl.';catise pf( thl maximum 
.· · .• .. . . · .... : .· i 1 . i • I . . · , .· . 

l imitation provisions of the t~xi law, as the Clars f I tax liabil-

UY ln"cr, ,ses the taxes r~tain1Q: by the State decre se in order 

that• tr;e total. t_ax liability f'qr
1 
railroads grossing less than 

• ' '1 ·. f. ·:-
$1, 000, 0C·0 annually sh'all ;not ixjceed $3,000 per<mil ; for those 

i . 

I ! . 

17:4 
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grossing more than $1,000,000 the tax is limited to $4,500 per 

.mile. , The results· of applying these 11mi tatton provistrins have 

produced the. roil owing patte~n' in' the' truces. retained by the State 
- .. . ';,·, 

as compa_red to those returned to tb.e mun1olpai1ties: 

Year 

··1948 

1953 
1958 
1963 

Stat:e TaxE!.S -· Clas~ I,. Ta.."t~S to. Mun1c. Total Tax 
III.&: Franchise Class II . Pa~ent'a 
$3,974, ll.4 · $12,037,116 $16, oll', 230 

:··,-

4,821,236 13,194,477 18,015,713 
3,551,589 14,961,2~6 1a,512,e15 
2,524,563 14,675,535* 17,200,098 

* Lower ta:ii:: results partially from agreement worked 
:o:ut between Jersey City. and the carriers -on true 
appeals pending since 1956. Rather than requiring 
.the ·City to make refunds- to the carriers, the amount 
of future obligations was reduced through arrange-
ments_ w1 th th~ Railroad Tax Division .• 

. ' ' 

The Division o'f Railroad Transp·orts.tion has emphasized that• the 

' 

maintenance and protection of passenger Bta.t'ions and pa.fking areas 

is a local responsibility. Certain railroads have boen actively_ 

promoting the sale of stations to local governments or to con-

cessionnaires if no•intereat in a municipal sale could be promoted • 

The Division has worked with.a number of municipalities which has 

resulted in a station .or ,pirking area.· being acquired ·o:r main-. 

tained locally. 

I 
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·d Transportati'o_n 
:·:. · .. · ...... ::-····. "(. . 

-QUtline:d a p:r;Qgr~ of· capJtal 
·. -: ··... ..... . ·. . . · .. _. ·. . ·.. . . .. ;.,· 

ca;r:rl~:t-$ iny9lving co'sts ·Jot l 
_pas ~enge:r 

.. ''· 

er. ear <replace~ . 

eonsollda-tlon · ot· .the :a:r·ee·nwoo4 'f~ake D·ivis ton ·anti ·on ton J;,tne· 

Sei,~tcils) · a~.i· the·· so-~11ll}<1 "ild
1 

enli. Plan• b jli,ogr _sstlig. ·. •· .. 
, , , , . , r 

' ' . • , ' I I ' 

an4i1~~tt1n~: ,' 
us·e 9t _~nd_s __ only· tor· cal'~~1les 1_ ~r· p~~s_enge_r-. ~·,t,vt. e operated 

ff,~J':-.'. •· JlJf 

s;nd :c,aptt-al, 1mpr~:vemttnt1 ~~Ogram~- ·.-
- _,. .. • . . , . . , . . . , } · r __ .. • . . , 1 ., .· _, , 

.· [' ', ,· 

'·]76····._.·.·· 
• 1· . ·,· ·. 
' ' 

'' 
! 

! 
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:RAI:tmi~, PASSENGER. smviCE .:qoNTllA.CT<'fRO.'GRA?f·._. 
. . . . . . 

. . . .. ,· . ~-

. Ftsc":ai ·Ye~;: 
._· ·. ·.· i96o~~f961.·_--__ · . -•-·.· i961 ... l962 .. 

. . . 

Erfe~Laekawanna · · .. ~:~:::J1.b::f;ai· . · .. _. . . 
NewJersey:&·New:.York 

.. . $1,993,51)>.· 
l:,4,0l,;.852·· 

_· 1,104,00:6 --•·- · 
R~adtng ... · · . · _.· . - • · · . : 
Penna;-RdEh ·Seashor:.e L:iries . 

. N.Y., Susq\lehanna&Weaterc•n'. ___ ·. 

- _,75,904 
·.·. •1~,096 .· 

Delaware River Ferr'j: · / --_· 
Perth. Ambqy-St;aten Island , 

· Ferr-y ·c,o .• -.·. . 

:· ,. 

. . ·. 

B5tJ>oo:::•----
- -· ., 

. . : . . 

too,600::: _:. 
·· .·'.lQ;•OOO · 

.. $6, 011i 12.3 ·· .. ·•·. $h:,; 015, 750 -

. . ,:. ~10,000,: ·: .. · .·r--
.· .. ,~ 

. . . ·. . . :rec 
$2J;l8:;J,692 . -• 



Exhibit >2 - -
. . . 

.. NEW JERSEY STATE HIGHWAY DEPARTMENT . 
DIVISION OF RAILROAD TRANSPORTATION 

. RAILHOAD. SUBURBAN .. · SERVICE IlEFICJ::TS IN COMPARISON ·. 
WI-T-H~EARN~NG~UNDE~'I'-H-E~CO-Nr-Ic{AC~PROG-RAM~{-a 

.. -· ' . 

_________ _.... _______ ---_____ ---~----------------·· Total Deflcft s Total % of . 
. : While . ·Pavments De.fic11 
,linder Gontract; (Ex. 1). Reinib • 1960 (bl- • 1961. (b) 

Er1e-Lac 1rnwa.nna $h ,051,270 . ·. $3, 2.60,310 .• $3,808,459 · · $!~, 000,000 $15,120,039 $9,484,117. 63% 
Pennsylvania· {c) 7 ,I18J, 000 8,22J; 000 8,768,000 8,000,000 32,474/000 7,074,584 22% 

_Jersey· Central 5,029,345 l.!,8h6,918 6,027,893 · 6,300,000 , 22,.20ii,156 · 5,498,018 25% 
New Jersey & NY - 96,248 116,010 · 152,417 150,000 .·· $14~675 371,J6p. 72% 
Reading · 173,818 .. · ..... 23h,384 ..... · ... · 354!509 . ·. 275,000 .. · .. ·.· ... ·· ... ··• 1,007,711 . . -~-6-J~J?]_ ~. l>f; 

- P-RSL - •'-c'-----.-'-- --~-~--- •'--._ _ __1dl - ... ~--~-- --__ "°-~l41-~--=--~ -.~z_,509__,_ffOZ -.-·-~-=-2~;~z_ctcr;_o])Ct~~~-=---~·4,-_-7_o9 __ ,802~-~~. ~J82.,c98-0-.. ~.B% .. 
- }rYS&W ( d) . . ·- . {d) . fd.) . 201,000 . ·. 201, 000 49 ,JOO 25% 

Delaware Rivep -. (d). (d) 230,.000 T2Q,OOO · 350,000 250,000 71% 
Ye:rry · · . 

Perth Amboy- · T0,000- 67% 
SI Ferry. · 

(a} 
\ . . - . . . - . . 

Deficits computed on basis in accordance w-ltb accounting practtces prescribed. 
by· the I. C .c., as modified by formuI.as developed by ijailroad ,Div 1s:J.:on to reflect only operations within New Jersey.•· ··. . · .. · .. ·· .... 

(b) Excludes revenues and expenses attributable to mafi, e~_pre~s 

CC) Excludes revenues and expenses fro:rn>long dtstance · 

(d}. No contt'act_ negotiated for this year. 

QO 
·. t-.;• 

·.,,&! 



NEW JERSEY STATE HIGHWAY.DEPARTMENT 
DIVISION OF RAILROAD TRANSPORTATION 

NEW JERSEY RAILROADS wrrH PASSENGER SERVICES·. 

Exhibit 3 

PASSENGER DEFICITS, 1963 TAX LIABILITY AND. CONTRACT EARNINGS FOR THE YEAR 1962 

Taxes Taxes Returned 
Passenger Retained.· to 

. Carriers ·. Deficits by State(a)· . Mµnicipallties 

,PRR· $8,768,000 $1,175,792.50 $4,162,042.06 
P-RSL 2,509,802 135,478.31 · 110,314.27 

·dRR. 6;027,893 590,669.55 2,507,682.01 
Reading Co. 354,509 141,808.51 ·176,963.50 
E-LRR 3,808,459 4,000.00 . 4,548"026.25 
NJ&NYRR. .152,_417 8,021.20 · 7,492.44 
NYS&WRR 60,28.8.83 ·65,553.11 

Total -
Passenger 
Railroads $21 '· 621,080 $2;116,049.90 $11,578,073.64 

(a) Ciass I, III and the Franchise Tax 

Cb) Not under contract in 1962 

Estimated 
Total Taxes Passenger 
for.Local Facility Taxes 

· and Contract Class· I, II, IIJ 
State Uses Earnings & Franchise 

$5,:337,834-56 $~,816,727 $ 150,000 
245,792.58 200,980 120,000 

3,098,342.56 1;404,324 " Boo;o.oo 
318,772.01 17,262 5,000 

4:,5.52 /I 026. 25 . 2,408,728 l, 200 ,.ooo · 
. 15,513 064 1015102 .· 5,000 
125,841,j94 (b '60,000 

°' ...... 
r-1 

$13 ,694,.123 -54 $5,949,123 ' $2,940,000 



NEW JERSEY STATE HIGHWAY.DEPARTMENT 
DIVISION OF RAILROAD TRANSPORTATION . 

TAX LIABILITY BY CLASS OF PASSENGER CARRTING RAILROADS 
_ ___:__.c_____-'--'-~----'---c---,-~~-:tN~e0MPARrS{)N7i>/I?H-JtLL-,--,-OTHEff--cJtRRIERS~-1cr6J . 

Passenger Carrying 
Railroads 

Property·. 
Taxes 

on 
Classes 
I & III 

T:otal Taxes 
Franchise · for · 

Tax . St.ate Uses 

Taxes for 
Local Uses, 

Class TI -
Prop·erty at 
Local Rates 

•. Exbibil 4 · 

Total Taxes 
, for Loca1·· 

and 
State Uses 

Total, Penn. R.R.Co. Group $1,074,771.60 $101,.020.90 $1,175,792.50 ·$4,162,042.06· $5,337,834.56 _ 

_ ;penn-Read~_r.ig _ _-~eashor~ J,ines . --:-- lJl,41.8.JL ~-----4-,-000-.;00":_ -- -=-_1.35,478 -~Jlc-~-,-cll0,Jl-4.27 ------245,792-.58- -
-• .------•---~--.-,---------=----c----•~. -.- ~-- ~- -------,--- ••-•• __ '.~---.-'.cc-----------.-•~~•,-_'..,_ ___ .:..:__•-,-~-•----- -- --------" --~---- -----•-,-----------,~--------,--- --•T·--••----.: ,..0. ___ _ 

The C.R.R.Co.-::,f -N.J. System 586,66-0.55. 4,000.00 · 59(),,660 .. 55 - 2,507,-682.01 - ·3,098,342.56 

Reading Co-. System-

Erie-Lackawanria R.R. Co. 
System 

~N.J.&N.Y.R.R.C~. 

N~Y.S.&W.R.R.Co. System 

o.oo 
4,021.20 

4,000.00 

4;000 .00· 

561"288 .B3 - -4, ooo • oo 

4,000;.00 _4,548,026.25 

8,021.20 7,492.44 

4-,552,026.25 

15,513.64 
125,841.94 .·_ 

Total -~ Passenger Railroads $1,991,029.00 $125,020.9(1 $2,116,049.90 $11,578,073.64 $13,694,123.54 

Tax Liability for Non-pass-
enger carrying ·railroads 367,715.54 40,797.88 . 408,>13.42. 3,097,461.31 

Total Taxes - all Railroads $2,358,744.54 $165,818.78 $2,524,563.32 $14,097,461.Jl. $17,200,098.27· 

... 



S\lllllllary of New York Sta.:te 

Tax ReLief ProgrSJ11 .. 

Exhibit 5 

Inl959 lElgislation was enacted in New York State providing.real 

property tax pelief for railroads haying _poor .earnings from their 

tr.ansportatfori services,,E1.nd Ellec1:;ing to .apply for r~lief. Th.a 

procedure foll0,wed ann,ua1iy1:>y The .State Boa.rd of Equalization 

and Assessment is: . · 

· ·- (a)· Ascert~:i.n the. system reprod\lction. cost for_ each railroad, 

composed of the cqst of reproqucing.new (le~s depreciation) road 

and equlpmen,t, ,the present value. of land a.nd rights and working 

capital· inc:1.tI<iing ma.terial and s1;1pplies. 

_ _ _ . 'Lb) De~ermine an average of the net revenu,e from railway 

-__ ope;a.tions'. for the late_st rive years'. 
: . . . •' 

(c) Secureratio'qf e8.rnipgs to·system reproduction. cost. 

(d) Det'.erfuine t'he \tax exemption factor by applying the earn~ 

ings ratio to ·tlle scale. containecl in the law . which provides a 

percentag13 exernptiOll fac.tor in _inv-erse pro.portion to. the earnJngs 

ratio. 

( e) -- Dete:rmine the local reproduction ~ost in ea~h. tax 

assessing uni_t { city, , toWI1 •or. village). 
. . ' . i 

·(f)· M,ul"tiply the.local reproduction cost by the exemption 

factor and subtract the .result from the logal reproduction cost. 

( g) Multiply tha~ result by the state equalizati_on rate 
•'. ,: 

(as .fi:xed by the Board) to produce the railroad ceiling~ 
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i 
I ;~ 

, . . , I 
publip blearing on the tentative I . 

the railroad ceiling!, . 

. ( .... i.) F l .• tifi 1 t · wi!th each a.s.s,.essi,n .. •g·· i · e a ·c er , . c·~ e I : , 

final, de1;ermina tion or the ra~troad ceiling~ : ' 

Idetermina tion 

it stating the 

' . . . .. I J ·.,. > . : . 
The local asses'sor then compqt:es the ·total ass~ss 

'property v9:luat'rons. If ~he Jg~regate• E)XCeeds the ceiling .,. ·,. '. : J ' ·. ' 
stated in the ¢ertificate:, the; ~xcess shall be tax exempt. To . 

' ·, ·,, ' ' . ' ' ' ·1 i ' .· ,' ' 
: - '. . ·- ' ' ' . ' . .- ;. . ·_:,. : ·._ ' .. .-· . - ·_ " 

rnake up its loss in revenu.e as
1 
f result of this 

I 
ta.

1 
exemption, ... 

the local tax district ma.y appllf to the state f?r telp, provided 

its 1 p1~-evious railro~d .taJtes ·exc
1
.··•f-ede;d $,1QQ;,,QQ0, a)Yoe,.r>or amounted 

, ·, rm. [ ,,. I · to m6re th.an 2%. of all real J)F:~1)))8'll"'~ ta,xe..a:.; .l_ll<lJt, .1;,w prQ.v:Lde.s tbat 
-I ,. . • i' i . 

the state shall assist to: th'.e, ~~t-.em\t. of' 50$: of• t~e tax reductior:i:-•. . ·.•-... - . . .. · .. ·. .. · .. r! ' . ·.•. . . . . f: . 
The 1959 law also placecL limit on, rai 1 real pfop rty asses$ment . . . ,' . I t ,. .. . , - . ·, 

values,. aild exC3rnpted. certa.iI1 futl \ire capltal impr4veryents. ' Fran-
.. •, I . . 

chise taxes and license fee$ w!:3te a.lso eliminated y tllis legfs--
1 

lation., 
I 

: . I 
,:1· _1 ·1 · . 

. The .1961 new legislation s;~we a_4d:i.tionaltax re~i·e I to commuter 

railroads. To be eligib1E>, a Hnroad must be ~•a,ing passenger 

cars from"-the Port .of New York! A,uthori ty and· complyjing with . . . . . : . I ' . , . . . :. , 

standards of service. ( maintena$~ e of equipment ;~n,d . fa.ci1i ties, · 
·•.· . ·.· , .. I i, . . . .. ·.· · .. on~time o~era~ion, capital imp~qvements, etc~) 

. :. . . . .. : -: ; . - · -: , · . I . . i " · .. . · . 
the New York State Office 1of Ty~nsportation . 

. This law prov;des :f9r complet.e I tax exemption tor all commuter 
-.· ·. • ... -·. ·. .· .·._ . . . . ·.··. . .· : ... 1 r ·.· ... ·•.··.·.·.·• .-... '·' ... ·· • I_'. : ..• 

passenger property when a_ ra111diad Is earnings. r~.t:~ol is Z½% Or .. ·.' 
less •. · It also extended the 1959. exemption facto!r sbale to permit 

· .• , . · ,_· • .•· i T · . · ... ·· ·. ,_ 1 : I · ·· ...... - ... • · . 
. a 100% factq~ for a com:mutier r~iilroad if its earbings ra.tio is zero~ 

' I I ' : ! I . I I . . .. 
',L82 I : 



APPENDICES.SUBMITTEDBY'MR. NASMITH 

Jersey Central.System 

. Erie,. 
·Lackawanna 

Erie Lacl1a,l:{s1,I1I1a 

Lehigh ~d.Hudson 

Leh:ighVaUey 

New York Central 

.Susqueh~a 

Penpsylvartj,a 

Pmn-Readipg _ 

Reading 

Totals 

. . 

', SYSTEM NE'r' INCOME OR ~DEF.ICIT) 
APIENDIX ."A11 

1932 1946 · 1959 1960 . 
---·- ---,--- . - . 1961 

-· ., . 

($ l.,840,;L87) _ ($ 740,186) ($2,855,987) ($ 4,294~037} ($ 7',003.;879)1($ 7,458,889) ($ 6.,036.,959) 

( 3 ,142,_.997) .• · 4.,393 .,014 (5,684,887) ,• . 
( 2,542,447) 36,216 ( b334.883) _ . · -
(· 5.,685.,444) 4,429,230. (10.,_ll9~770) (19,995,614). ( 26,488,759) (16,608.,069) (17.,115.,272) 

181.,593 260,404 102.,974 95.,147. 127,068 188,468 251.,934 

( 3.,933.,043) -108.,103 .. ( 2,402,114). ( 3.,240.,185) ( 8;320.,287) ( :2.,840.,154) ( 3,232,024} 

( 309.,128). ( 258,476) ( .•. .82.,806) (. 9.,203) 35.,718 24.,509 47.,390 

( 1811256 .,400). ( 10.,449.,268) 8,402.,968 -· 1,038.,253 ( · 12., 549., 048) · ·._ ( 3.,835,538) 7.,039,843 

N .. A., .. { 642,559} ( 588.,354) .(. ··402 514) ,, . ( . 394,280) ( 342.,472) .( 440,237) 

13,573;536 · { 8,530.,317) 7 .9267,135 .· ( 7·,819 .,ll2} _ J.,515.,586 ( . 3,209,885) 9,158.,870 

25,587 c- 2.,605.,485) ( 6,275,327) ( 6;454,146} ( 6,357,770) ( 5~622,088) ( . 4,880,775) 

4,228,78~ . - 4,594.491 · 1,847,575 · 1:154,904 ( 6,257,,113) ( · 4,916.558) ( 6,485,663) 
. . . . . . 

(~12,014,69_7) ($13 .,834.,063) ($4.,603 .,706) ($39,924;507) ($63,782,764) {$44,620.,676} ($21;692,893) 

N. A. - Not av~ilable; operated by Erie 

C"i 
co 
,-1 



: WORKING CAPITAL*· 

. ·, 
·. Jefse7,centrai·Sysiem .. 

. .. : . -_. . . ,. . .· 

-· ·.· <. ·•· r~/-J111+s ·· i2h1/s9 ·· .· .12/31/60 : · __ , ik131/61 ; .: 12/31/62 •·. . --12/31/63 · · 
i' '.. : : . . ·__ . . • . . . . 

.. •"i 8,375,119 : $ 6;~51,51? . $ 4~682,'654: < $ 4,640,458:: $ . 669~06? ($ 2,0~4,8$4.l .. 

... · .. • ..... ·. _ Ll:~15! =~r~:{i) ~;112,.,.,e-t,.809!1?~FCCb,~~139F '{17;287!4~J·.·.·.~·~. 
;ehigh and Hudson .•· · .·· .. · · -846,820 _ · . 406,6~ ·. ·· /5lli949'. ··•. : 61S,.o65 ,.. •· 448.,267. ·. · .. ·: ) .. 66,846 · · 

............!------:----':"-

. . . 

··· Lehigh Valley .. ·. · .. · 11,520.,453 . J,586,29~ .. ·· .·. 1;~48,141 (2): (137,489.) {>2,065,028) .3,314;,52~ .. · 
· - c r,s9.8,098) ·.·. c 2is,565)- c · 16ili9e) c. ; 737~1s9)_. -c ·· . 111:'u6J '.( .. , 547.,jl.o). .... 

··,·. . ' 

New York Central .. li.0,162,ssO · .. · ' . ll_+,748,840 12,198,535 ' ( j;7.76:,ll3) (19,617,.046)> --(28;406;6~)' · .. 
--·- ______ ____ ,., _ ·. _ ··• ·. _ , ..,..-'. _ •.·. -·c"- ~. , ___ --•• __ c__ ·. . ·· ---'~~~---·--~-~ c. ·-· .:~c~:.:-:'." :_ ~: -·:·-~:.~-~ ~·~·. ·:- _:_::·---'--.--~ ~• -j-:·--· -- . 

:~usquehanna-. __ :. _- · , . . .. •·.· .. · .. ·. ·. 1,845 .!>!t7 ••· · .( .. 68"2:,3.'lSI --'-<~· ~28'.1168.)--~(=-t-508-.,986~)-· ·-, {.• ¥,1'7-3,-o.3ll •.· ··· .... {---.--1,6¼4--;250.}--~ &i 

· .... ::.:1:,~,23.9,920 ... . 5,431,503. ·. . 2,428,615. (7~:471,597).;• C 9,ll9,843)- ( 4,420,704j . 
•. Pe~-Reading __ :c ~.- --- >-~-'- .::"(~:2;.~jj:406'y . "c5,98:3-,2ll°i--l:3;.030:'683) .. e:,·,::504~959) .· .. ···r6·,;98,Ji.;)·.•·· ( ~:515,;45) ... 
. · Pemisylv-ania . · · 

· · Jieadini , .. · .·: .14~634~957: 3,,451i402 · - · 4,068,ss1 · f 4~1r~, 743) {12.·2~~~944) ·.· .. (10,299~9i:n, . 
, · TOTilS, ·.·· · .. ·. >13~~,085,466 , ,$41,542,164 ... $25,540,s95 ($2o;s63, 706) ($53,900,939} ·{$64,275,539) .· 

. . · .. ' . . '. . ·. . ,·• .. · . 

· * . Includes ~terial and supplie~ and · debt. Jiue . withj,n one. year. 
·. '!• .- . --

... (1)· · !ncltides,sale.of Niclce~,Plate~Stock 1n·i95~'/fo'.f:-120,ooo~ooo~ .· 
. '{2). Iricl.udes sal~ Of Bla.ck Tom Explosion c,l;rlm:r<tor $1,000,000 • . 



Jersey>Central _·. 

EriEf --
Lackawanna 

Erie;,;;..1;aacawanna 
- . 

Lehigll''i3nd .. Hudson · 

- - Lehigh Valley -

- · New Jersey & New York 

New YOJ:1 k -Cel'ltral 

Susquehanna -

• P~nnsy~yania -
Penn-Reading --

Reading 

TOTALS 

12/31{45 

.i223,5.6 
504.04 - -
·691.32. 

· 1193.36 

96.49 -

-- 509.77 -

_ 42.30 

180~28 

- i234.78· 

1471.28 
- 677.28-

202.04 

5831.80 

ALL TRACK MI!ES IN NEW JERSEY -

· 12/31/59 

1077.12 . 

·492.68 
540.92 -

1033.60 

87.36 

408.81 

51.07 

144.36 

194.74 

-1475.55 

552.12 

182.02 

- 5206.75. 

·12/31/60 

1073.78 

1014.06 

88.59 

408.68-

44.79 

132.36 

186.61+ 

l458.59 
·55_2.;16 

180.98 

5140.63 

U/31/61·-· 

-.. 1069 .. 77-

-- 100:t..84 

88.71.-

- 385~34 

44.29 

127.43 

182.07 

- 1453.8(> 

557.07 
168.30·-

5078.68 

APPENDIX HFU 

12/31/62 

, 1047.77 

.1000.32 

88.71 

382.60 

46,.14 

124.15 

--153.60 

1441.71-

556.19 

178.91 

5020.10 

12/31/63 

- 1033.10 

990.42 

88.7]. 

345.70 

46.17 

120.90 

-155.29 

1364.13 

552.00 

177.;46 

4873.88 

L() 
00 
,-I 



.APPENDIX ''G" 

AREA OF CLASS II LAND .. 

Acres 1962 ... Acres 1963 . 
- - ---- - - -- ~---:-'-- -,---;-----,-----------,--

---____:__ .. -- .--- -
-- ---. Jersey Central Sys-cem ____ ----- - -~-- 1779.287--- - -- 1298.-910 -- - ~- -1264.287 1217.199 

Erie . 
''Lackawanna 

Erie.;;.Lackawanna · 

-Lehigh and Hudsp~ 

727.174 
1350.343 
2077.517 

, 109.322 

1790.759 

65.804 .. 

. 1786.421 

65.684 

1746.002 

· 64.145 

- --- ---

, Lehigh ·valley 1151.407 962.379 822.511 760.81_0__ ___ _ ___ _ 
-~ -· ---- -----·-·--------------- -

---·------ ----··-· - -- ---· ---·-------~----------------•-- ------- ' - ' ' ' ' ' ' ----~-- ---·-.-•.·.~-1;0------

~New-Jei-sey~and-New ¥erk- -- ~--'- .-. - ~15.-476- - .--- -- -19;719~ -~- - - - -19.554 --. --- - - 19.1_51 · . -~.· 

New York Central 545.769 460.106 447.992 445.835 

· Susquehanna 292.750 194.230 193.450 .. 176.523 
;,\ ~'-~ ~-:; 

Pertns,y lvani.a 3086.780 2977.119 2802.546 ·2775.923 
-, 

"'Perin...Reading 
,> 737.130 490.660 468.482 453.782 

:~eading 451.680 361.129 360.608 363.052 

.Totals 10247.118 8620.815 8231.535 8032.462 



CCMPARISON OF STATE AND LOCAL TAXES 
PAID BY -CLASS I RAIIROADS IN OOHER STATES· 

WI'IH THOSE PAID IN NEW JERSEY - 1962 · 

Total mileage (all tracks) c:>~ated·by Class I railroads 
in the United.States 12/31/62 · 

. • \J . . 

Total mileage (all tracks) operated 
in New Jersey (Appendix "F") 

Total State and local -taxes -- of Class I railroads 
and lessors in the -United States -

Total St-ate and local taxes assessed in 1962 
against railroads listed in'Appendix. 11Frt 

- National average State and loca~ -taxes per 
track mile operated · 

New Jersey taxes per track mile opera~ed.. 

* . Source: Interstate CoIIllllerce Commission, Transport 
Statistics in the·United·States., 1962: 
Mileage, _Table 2; Taxes, Table 107. 

tJ 

APPENDIX "J" 

$.36.3 ,86.3, 901. * 

$17,143.418. 

.3,415. 
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