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ASSEMBL YM;?-\N CHES'fER APY ( Vice Chairman) : Good morning. 
I would like to ask Senator Schluter if he would introduce 
the mem.bers of the Comi.ttittee that are here this morning. 

S.ENATOR SCHLUTERg Thank you, Assemblyman. This is 
a little custom that the Assembly Revenue Committee has 
undertaken at these hearings. They allow the home county 
Senator or Assemblyman to do the honors. 

First let me go down the table. At the far end of 
the table we have Assemblyman Mancini from Ocean County. Next 
to him we have Assemblyman Walter Foran of Mercer-Hunterdon; 
our Co~Chairman Assemblyman Apy with the corn-cob pipe; 
next to him on this side, Assemblyman Francis Gorman of 
Cloucester-Camden~ and next to me Assemblyman James Vreeland 
of Morris County. 

Just a brief word a.bout the format of the proceedings -
I understand we have quite a number of witnesses who are 
here to testify. We have about 20 so far., This is going 
to be the last day of these hearings. I am somewhat of an 
interloper because the official body which is holding these 
hearings is the Assembly Revenue Committee. The bills 
which are being considered have to be moved in the Assembly 
first and they have all been referred to the Assembly 
Revenue Committee and they are undertaking their responsibility 
in the proper manner. But they have consented to invite 
members of the Senate Revenue, Appropriations and Finance 
Committee, of. which I am a member, to sit in on these hearings 
and to be an equal part up here at the table as far as 
questioning of witnesses. This is the reason for my presence. 

The hearings have been conducted in various parts of 
the State. They have elicited a good response in some areas 
and a rather mediocre attendance in other areas. What the 
Coromi ttee is attempting is to try to get the public or any 
particular organizat.ion to respond to these bills and to 
give us their criticisms, their suggestions and their 
comments. We have been over a lot.• of territory in these 
hearings. We would hope that the. testimony will not be 
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repetitious. we would hopj that you"Will bring new ideas 
and new comi.11ents to the at~ention of the Committeeo 

Basically the format lis where the witnesses have 
prepared statements to del~ver, the.in up to Mr. McHugh here 
who is acting as Secretary Ito ~he Committee. This is,very 

I 
helpful to the stenographe~s and us. He will also put·you 
on the list if you wish to !testify. I know the Committee 
would appreciate, if the stlatement is long, to have you 

I 

condense it and bring out tthe salient points so we can 
I . . . 

get right to the heart of. asking questions about the points I . 

that you make. . i 
With those w~rds of felcomeu I tu~n the microphone 

back to our Co-Chairman, A~semblyman Apy. . 
I ASSEMBLYMAN APY: Thank you, Senator. I would like to 

. I 
note also that two of the hills, 1272 and 1287, have been 
referred to the Education Jommittee which is holding a 

. I 

separate series of hearingl1

, C:.iOiilelu~ing their final hearing 
next Monday. We will take testimony, of courseu on these 
bills, which are education.l bills~ However, we would also . I 

suggest to anybody iriteresfed.in that subject matter that 
their time perhaps might bJ better spent before the Committee 

. I 

that is directly responsib1e for reporting those bills out. 
We are not. . I 

I would like to say finally, in trying to ascertain 
I 

the response of the New Jersey community .to this tax package, 
we have found that in some!instances the public has had 
.difficulty finding out exabtly what it is all about. For 
that reaso~, we have askedlthe Division of Taxation to have 
a representative here. welhave .also asked the Office of the 
Counsel to the Governor to/have someone available, the purpose 

I 
being to providev, if needed, expert advice.and factual 

. I • answers as to the contents1of the bills themselves. Because I . . . 
there is no sense in having someone testify for half an 

I 

hour on a. false premise" At times, the:tef ore u it may· appear 
. I 

if we bring up a subject aha correct somebody, if I can so 
I. , 

describe it, that we are trying to sell the package. Such I . 

i 
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is not the ease. We have said from the beginning that it 
is our function as a branch of the Legislature to simply 
go about finding ways to improve, finding the things that 
the people would like to have changedo We are not here to 
sell the package. We are not here to kill the package. 
We are here to act as a responsible Committee in regard 
to it so that in due course we will fulfill what becomes 
our final responsibility of reporting these bills out 
to the Legislature for their consideration. 

Does anybody have anything further? If not, the 
first witness will be Mr. Robert Henry from Princeton Borough. 

ROBERT . HENRY: Ladies and gentlemen, and 
distinguished Commi.ttee members: I am here at the request 
of the Princeton Borough Council, of which I am a member, and 
Chairman of the Finance Committee,. By resolution the Council 
requested that I represent them. 

Within the corporate limits of the Borough of Princeton 
more than 60 per cent of the assessed value of all real 
estate lying therein is exempt from municipal taxation and 
the exempt property and associated activities and endeavors 
are and will continue to be a benefit to the county, state 
and country~ and 

Whereas; the taxpayers of the said Borough of Prin.ceton 
are heavily burdened as the result. of the loss of revenue 
and increase in costs generated by exempt properties.e • • • 

That was a mandate .from our Council and I would like 
i 

to think of the taxpayers in the Town of Princeton • 
. Gentlemen, l thank you for this opportunity to come 

before you and present some of the concerns of our taxpayers 
in the Borough of Princeton .and on the. re.commendations made 
and bills introduced in the Legislature covering tax reform. 

I should like. to say personally that the Tax :Policy 
Committee has done a magnificent job to come to grips with 
the fiscal problems of our State and its over-all recom-
mendations are supported by most of us who c1.re close to the 
problems. 
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As a candidate for the General Assembly last year 0 

I advocated inclusion of the income tax reform in the 
Democratic State Platform and during my campaign endeavored 

I 

to make it a political iJsue. 
I 

In its call for reformo the Commission courageously 
attacked most of the pro41lems and made sound recon\mendations. 

I 

Unfortunately, one area 6f investigation, namely, ~ax exempt 
I . 

properties, was studied 'f'nd although significant recommendations 
were made pertaining to governmental properties, they failed 

I 

to come to grips with the private exempt property problem. 
. I 7 In a report issued!January 30, 19 0, the State's 

• • • I . 
Cornm1ss1on studied the e~empt laws in the State of New Jersey, 

' as chaired by Assemblyma* Apy. It concluded that the 
I 

greatest percentage of eiemptions which it considered would 
i 

have to remain unchanged~ But the report stated in no ·uncertain 
I 

terms that the present i~equitable distribution of exempt 
property for educationaljand other nongovernmental organizations 
and the consequent varialDle burdens of such exemptions on 

i 

local taxpayers of this 9tate should not continue. 
The problem lies i! the fact that in many cases 

property devoted to an e¥empt use in a particular municipality 
draws the beneficiaries bf its exempt service from a much 
wider area than that municipality. 

Nowhere in the State is this more apparent than in 
Princeton Borough whereiil 39 per cent of the property 

i values pay 100 per cent cpf the tax burden~ The Apy Report 1 s 
major recommendation waslto spread the load of tax exempt 

I 

properties over counties~ 
i 

report, Senator Beadleston 
i 

In a statement accompanying the 
cited the deficiencies of this 

recommendation and stat9t that others -- .and he was .talking 
about private schools - draw a majority or at least a large 

! 

percentage of their. studE3nts from without the stateo This 
i 

is especially true of Prfnceton University. 
In my opinion it s~ems unfair to spread the load of 

that exemption over the kntire County of Mercer, particularly 
! 

Trenton. But the Senator did recommend that the Legislature 
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give consideratior; to provide adequate payments in lieu of 
.. '. . ".~ . ' . 

taxes to those muni'cipalit;ies now carrying the full load 
of 'such exemptions. 

' In a- Fecler~l study' ''the Adviso~y Commissici~ ~-n Inter-
go~ernmental Relations pointed out that s-tate~~r-~nt~d 
exemptions spread the · cos·t among taxpayers · in ·one .. locality, 
not to a statewide tax base.. The impact is un'equal an_d 
sometimes a community bears costs. of an institution-which 
serves q much wider area.and the legislatures are a;tually 

. . ' ' . 
imposing forced contributions on local taxpayers without their 
consent and outside of local budgetary processes. 

There ;is a Commission consensus - and this was alluded 
to in the Tax Policy Commission Report - that the State 
should, among other things, consider that the property tax 
loss should be clearly identified and be considered a cost 
of government - the State of Ne~ Jersey has taken action in 
the-last two years to.require a better reporting mechanism for 
the assessed and tax exempt property .. - _and that furthermore 
no exemptions.should b~ granted .if it ben~fits the g~oup at 
the expense of another equally disadvantaged groupp 

Alfred· :Balk in his_ comprehensive report, the Free''i.ist .... 
Property without-. Taxes' -which was financed l:;)y the ~Rus~ell' 
$age Foundation in l~71, reco~end~d that or1e approach to 
meaningful reform could be realized by having state reimburse-
ment for mandated exemptions and intergovernmental payments 
in ·1ieu of taxeso The State of New Jersey has reacted to the 
latter proposal but not to the f'ormer. 

We petition the State to include in its. recommendations 
to the Legis.lature payments in lieu of taxes fo_r priv'ate 
institutions, similar to Assembly Bill 1269, an a.ct which 
imposes prop~rty taxes upon public schools~ It is only 
fair-that the· State assume the obligation for the tax-
exempt. creatures that they h_ave created and iif t from,' the 
shoulders of the local prope,rty' taxpayer this -awesome burden .· •., '.. ' ' 

of supporting' unf versal-typ_e u_niversitie~·. 
I would ~ike to·justtake_a moment and sho\\7 you 
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gentlemen the. impact of sqme of these statistics" Sometimes 
this helps to make a bettJr impression. 

I 

(Referring to Charts.) This was taken from the 
Assessor's Report that is/now required from each municipality 

I 

to the .Stateo The total wropertie13 reported by our Assessor 
I , .. 

total $240 millions I I m ~orry thi[5 should be in thousands, but 
it.is $240 million, of,wh-i-ch 95 is the ratable base, made up 
of :residential, co:rnmercial, etco 

. "Jlhe tax~ exempt prop~rty consists of pu:Olic schools, 
other schools, public use I, Qharitabl.e, .·.etc a, totalling- $146 

. I 

million or close to 61 pe~ cent of the ratableso At the 
time the Apy Re.:i;>ort did t~eir survey, this figure was 
5$) per cent. As you can ~ee, even in two yea:rs, or one year, 
if you will, this has-alr~ady chq,nged by 1 per· c,e;nt and that 
is very si9nificant. 

I would.like to 
which we call schools. 

I 
I 

I 

pinpoint that figure of $117 million 
I We have three universal-type 
I 

universities in the Borouigh of J?rinceton: Westminster Choir, 
I , 

Princeton Theological serr{inary and Princeton Universityo 
I 

Their property consists ofi dorms, what I like to call the 
people or residential-type structureso Such structures as 
pertain, to tnese instit~tions total $31 million. They also 
house about 35 p~r cent qf the.population in the Bo,rough of 
Princeton. We are a toWI} with approximately 12,000 people, 

.. of which 4 1 QOO are students who can now vote. The other 
i 

buildings are libraries, 1 etc. 
· MY point, gentleroeJ,. is that these structures, if we 
allude to the way we app6rtion taxes, generate services. ';('he 

I . 

town provides the servicrs~ They are tax shelters, protected 
by the State. We look td:> the State to solve this problem.,; 

, I 

We cannot do it locally~! We cannot beg for contrih1.,:i.tions 
I 

to offset services. We tn.ust look to the structure of legal 
i means to share that expepse. 

The other matter that is of profound importance-- and . I . • . 

point--: and as Chairman Apy ·commented, I 
be takin!g this problem to the Education 

Committee which is reviewing 1272, which I will do. But I 
I 

this is my last 
should probably 
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think you as a body in this over-all structure of passing on 
and making recommendations should be aware of a very parochial 
problem that this bill creates in the Borough and Township 
of Princeton, two communities that over the years.have wrestled 
with the problem of trying to consolidate and getting all 
tangled up in so-called draws on the basis of tax rates, not 

·services and the real issues" But the taxpayer more or less 
says,. you are taking it out of one pocket and putting it in 
the other. But there are two pairs of pants, gentlemen. 

In the recommendations made r as I pointed out, this 
affects the relationship of the two communities - it is pro-
vided in Section 21 of 1272 that taxes required for regional 
and consolidated districts shall be apportioned to their 
constituent districts on the apportionment valuations of 
the respective constituent districts. This change, which 
is contrary.to the recommendations of the Tax Policy Committee, 
which advocated,pupil apportionment, costs the Borough 
taxpayer over.$300 thousand more under the proposed law, in 
that school operating costs as mandated by the people when 
voting to regionalize were to·be shared on the method of 
pupil ratios. This was allowed under the structure, I believe, 
of Chapter 18, NJSA 18A:13-23, to be technical. 

This change has altered dramatically the financial 
relationships between the community and sets the stage for 
greater provincialism in political and community planning 
and development. 

I would urge you to change the proposed legislation to 
revert back to pupil apportionment as originally recommended 
ancl approved by the Committee on Taxation. Or, as some people 
have indicated to me, this becomes a very legal problem 
because the State has decreed that the school costs should 
be spread on an apportionment basis and this may be Why in 
the introduction of that hill it was changed. 

But if this must remain - and I hope it does not -
you should at least allow the two communities a period of 
transition, being that we have two pairs of pants, even though 
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we are moving.it from one packet to another in a regional, 
,· ·.· I , 

two-community shared systfm, that would allow a financial 
transition as was granted!to the Westwood Regional School 
District that was merged 1-1P in Bergen County, where it allowed 

, the cost of apportionment! that was changed be spread over 
a ten-year period .. The t~ansition period is 90-10, 80-20, etc., 

I 
etc. If we must live with this, let us try to 
respo;t1sibility and allow ~he municipal fathers 

. , I , 

to look for the ratables ·re.,c .. ess, ary, to overcome 
of change. 

Thank you very much. , , 

take financial 
in the Borough 
this type 

ASSEMBLYMAN APY: Thank you, Mr. Henry. I welcome 
I 

Assemblyman Perskie to the Taxation Committee hearing this 
morning. ! 

ASSEMBLYMAN PERSKIEj:: Thank you. 
- . I . 

ASSEMBLYMAN APY: r: would also no,te if anybody has 
come in since we started,[ if you would like to be a witness, 
please sign up with Mr. M~Hugh at the fro,nt here. 

. I 

Does anyone have an~ questi-ons of Mr. Henry? Mr. 
Perskie'? 

ASSEMBLYMAN PERSKIE: Mr. Henry, I don I t know whether 
you know the answer or whether you have, any .re·ason to know, but 

, I 

do yo\:!. have any idea what] amount of money, i;E any, is given 
by Princeton.or the othe~ schools to the borough? 

MR. HENRY: Certainly. Princeton University as an 
institution share.s in th cost of. the, sewer ·and incinerator-:· . . . . . ' ' 

type operation.. This has extended· over a period of y.ears, 
with the two towns and·u9iversity. They share this for the 
water usage and the seweJ1 usage, which i~ normal. They have 
made a ,contribution over the last 10 or 1,5 years of payments 
in lieu of taxes, as it as been referred to, not for services, 
o:e $15,000. This year, ~tmy request, since.the community 
was buying a $100,000 fi.~e i:.ruck ,_ .. which was essentially to 
protect their high-ris~ ~uildings ,. we requested and received 
a donation of, $10, OOOo . , I 

I don 1 t wish to al ude to what an institution pays us 
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in the way of services be.cause it is a very complex problem, a.s 
the A:py Report and every study I have read on it indicated. 
I have talked with the municipal people in Cambridge, and_-'the 
mayor in Orange where Seton Hall is. Where states protect 
the tax-exempt properties, the municipalities must take a 
very aggressive stand to try to collect for services on an 
equal basis, subject to negotiation. We may well have to do 
that" But I look to the State which has taken the first 
step to tax municipal-type functions - schools - which recognized 
the problem,, but only came to grips with half the problem. I 
seek the whole solution. 

Sir, I would like to allude to one other thing too, and 
that is in the true-value concepto :Iha municipality like 
the borough, which has been called one of the most affluent 
communities, affluency has a direct relationship to charisma 
of such institutions, charisma you cannot eat. Charisma 
doesn't pay taxes. 

ASSEMBLYMAN PERSKIE~ I can°t resist the temptation 
to tell you I have had a somewhat special relationship to 
Princeton over a period of some years and its'charisma leaves 
me cold" 

MRa HENRY: You said that. 
ASSEMBLYMAN APY~ I had trouble understanding that, 

Assemblyman Perskie0 
MR~ HENRY~ I believe there is another graduate of 

Princeton there0 
ASSEMBLYMAN PERSKIE: That's part of the issue 1 yesa 
MR. HENRY: I must compliment Mro Apy. When talking to 

him at the time the study was being conducted for the Apy 
Report, I got finished with my rather long dissertation 
of about an hour and we were talking about Princeton Inn and 
some other things, and he said, '"Yes, I know them very well. 
I arn a graduate" 11 I figured, there goes my case, but not so. 
I give credit to Mre Apyo He was very understanding of the 
problems. 

ASSEMBLY.MM-T PERSKIE: I am a little bit surprised at the 
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$'15; 000 figure. That I s w~y I asked·~ Because I don I t 
. . ' ' . '" I . . . 

have very much experience !personally in this area~ But I 
do think from what little [1 have been able to observe that 
would SE:lem·to be somewhat !small in comparison to what some 
other schools may be doin~. 

MR.,, HENRY: That ''s gross understatement. · 
. I . . 

ASSEMBLYMAN BEDELL: I Senator Schluter? 
SENATOR SCHLUTER: 9ouncilman Henry, by way of obser-

vation and then a questiotj, I think your testimony spoke very 
. . I 

well about :the problem of [P~inc~to~ an~ i~ ~o effort to down-
grade this problem, I do lhJ.nk it is significant for the 
Committee to know that as a representative of the district 
which includes Princeton, my mail on the Tax Policy recommendations 
is running abo~t 80 per cent in favor from the Princeton 

Princeton To~ship community. - I know ·that Mayor 
Wallace of Princeton Town~hip is another speaker who will-
appear later this morning I- that despite the fact that the 

•, . . ! 

chart shows there will onft be tax relief in Princeton Borough 
of.4 cents .per hundred doilars of valuation, which' is about 
the smallest amount of an~ municipality that I have seen 
of like size and substance J . And a numbei- of these people 
are obvio~~ly going to belhit ~ather hard with an_ income tax. 

Getting now to the question that I have, you have been 
. I . 

a student of the matter o~ tax exempt properties because 
I • • 

of your experience on thejBoard of Finance of Princeton 
Borough and because of yoir familiarization with the problem. 
I know that you have met tith members of the Sears Committee. 
Would you say, Councilman) that there would be a possibility 

. I . • 

of overcoming this proble$ in Princeton by a payment for 
services formula or by St~te law which would allow payment 
for specified services, slh.ch as, police protection, fire 

. . I . .. 

protection, - I'm not talling about the sewer and water 
I 

services which are suppli~d - as opposed to a different 
. • • • . I . classification of assessment? 

i 
MR .. HENRY: Would t~at I. had words of wisdom. · I 

personally prefer the State to take the action h~re, to arrive 
i 
I 
I 10 
I 

I 
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at a fonnula. of asse,ssment. :i: tbj,nk it becomes a very 
provind,al problem when. you leave the local municipalities 
to negotiate. I think it becomes a very political thing 
in 0 structure of people associated with those institutions 
who "'fl.sh to reme;3in under that sphere of influence. They 
would certainly not encoura.ge the payment in lieu of 
serv.ices 1 There are pressures in a very small community 
and there :Ls a point of no return, if you unde;r-stand what 
I am saying" 

When you look at the population oft.he Borough which 
is 12,000 and 4,000 in the student body, it becomes question-
able how mv.cb and who votes, etc., and, a.s I say, becomes 
pol.it.;Lca1. But I think you are only being provincial if you 
look to one community and this was the problem the Apy Repo:i;:-t 
tried to overcome. It said, take this on a countywide 
basis and establish some formula. of tax credit. 

I have a problem,as well as the .Mayqr bfTrento:o 
I· se~ the problem of the City of Trenton support.ing the 
so~called affl:u.ent comm.unity of Princeton Borough for tax 
exempt property. I think it must be done at a State level 
with formulas that perhaps would provide a certain dollar 
of exclusion and then properties valued over that would share 
in the municipal and county tax, at least minimum~ Schools 
are another problem. 

As you can see, you change the name of the game and 
the taxpayer in the B9rough wakes up the following morning 
and he is suddenly hit with $3,000 more. He doesn't have 
any more students there~ in fact, he has less students than 
the other chap. I think you have to create some level 
statewide as pertains to all municipalities. Our problem is 
no d:tfferent than Trenton I s, Glassboro I s, etc" There are 
demands in a very conscientious community such as ours, 
for E;!Xample, that we ha·ve public housing. We vote· for 
these types of things. The t 9.xpayers support these. They 
devote $1.6 mil.lion in ratables for the poor, the indigent, 
and the senior citizen in the Borough of Princeton. This 
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costs on t~x rolls $66 000. 'l'hey get no ere di t for 
·thi~ type· of thing, meeting the needs of the people above 

I 

and beyond what the State mandates may be. We have our 
own local mandates. I 

But where you hav~ tie influence of tax-exempt. 
. I 

organizations wishing changes within the system and changing 
the beneficiaries of the systems and yet they are not 
required to pay for them, l[ think the State must step in 

" i here. I am going around the bush again. 
. i . 

For example, you hav<?. a lot of private secondary schools 
that assume much of the re~ponsibility with.in the State 

' . 
· for providing a level of ep.uca.tion. I do not subscribe that 

• • • i • 

they should be taxed - perpaps by exclusion of $1 or $2 
I rni,:/_lion and then you tax over and above that to sh.a.re would 

be the answer. 
i SENATOR SCHLUTER: Ope more question - Mr. Henry, 

you said that the countywipe apportionment might be a reasonable 
solu.tio:no as suggested by ilhe Apy Report'. But in view of 
the fact that the Legislatbre has taken action to provide public 
moneys for private higher !education just recently, which 
woui'd indicate that there iis · a certain statewide benefit 

! 

derived from the presence ,of private 
I • 
! 

and Fairleigh-Dickinson, qrew, etc., 
colleges,such as Princeton 
do you not think it 

would be better to apportibn it on a statewide basisD so 
to speak, rather than a cdunty basis - or to make it a 
·state tax or a State obligation? 

! 

MR. HENRY: I think [so, yes. I would agree. 
ASSEMBLYMAN APY: The sum total then as I understand 

. I . 

it is that you would not :iJeally suggest that we take the 
i 

formula th.at has been pror:1>osed in.the· legislation for 
regional districts of the [mu.n1fci.pal rate and apply that to 
private institutions. Isithat right? In other words, you 

' I .. 

don't view that as the ideal solution. However, from your 
. . . I . . . 

point of view, would it be an improvement? 
MR~ HENRY: ·~/es, ii would be an improvement. I am 

: ' -· 

trying to overlook the prcpvinc:Lal problem within the Borough. 

12 
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It is equally a problem throughout the State. 
ASSEMBLYMAN BEDELL: Thank you, sir. 
MR. HENRY: Thank you. 
ASSEMBLYMAN BEDELL: It would be extremely difficult 

not. to recognize the appearance of one of New Jersey's 
Congressional Delegates. In deference to his busy schedule 
on·behalf of the public today, I would like to call him 
at this time. He i.s a Member of the United States House 
of Representatives, representing the 2nd Congressional 
District, the Honorable Charles Sandman .. 

C H A R L E S W., S A N D M A N, J R. : Thank you c 

Mr .. , Chairman, I have a statement but I am not going 
to read it,. I am going to try to cover it as quickly as 
I can <?nd narrate upon the leading points that I feel 
should be considered by the Cornrn.i.ttee. 

(Written statement submitted by Congressman 
Sandman can be found beginning on page 92 A.) 

At the outset, I am not opposed to tax reform. I don't 
think anybody is~ If I thought for one moment that this 
package represented tax reform, I would be for it. I am 
here opposing it because I do not believe it represents 
any reform whatever. In fact, if we called it what i:t. is, 
w:e would say it is clearly and purely and simply an income 
tax by deception. That.is what it is. 

Now this is not new. It is something that has been 
kicked around for quite a few years. The thing that I think 
we should discuss first is the method by which it .is being 
attempted to be accomplished and with this I sympathize 
with all 120 members of the Legislature, having served here 
for a dec.ade. I think it is grossly unfair to submit this 
mess upon the Legislature. The tactics used, the method 
used, are exactly the same as were attempted in the years 
that I was here and I watched several other great ideas by 
oth~r Governors being advanced. 

I remember when Governor Meyner was going to save the 
earth .by refinancing the New Jersey Turnpike. It was 
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,submitted to the people and it was soundly trounced by the 
people. I . 

I remember when Governor Hughes in the first. year of 
I ·. ·,. . 

his first term came forwa~d with a. package far more 
appetizing than this, becduse it was g()ingto rebuild New Jersey 
and it was going to do it !without any tax whateve_r. Nmv you 
can't ask for more of a U"t::opia than that. The only thing 

I 
' ' 

he wanted to do was to spend all of the receipts of the 
. I . . . . .• 

New Jersey T11rnpike to th1 year 2002. Fortunately for us, 
the New Jersey Cons ti tutiqn required that such a program a.s 

! 

that and ,such a program a~ that suggested by Governor Meyner 
I . ha.d to be submitted to th1 people on referendum. Now that 

proposal had the suppo;t:"t qf everybody~ It was being promoted 
I I , 

by the same highly-pp1.i.d, ~.igh-pol:Lshed Madison Avenue outfit 
that you have promoting this. ,, 

All that you. read·aJout .i.n t.he media are all of the 
great things about this pfoposal. We now have committees 

I being formed, such as happened in 1962 by Governor Hughes~ 
He came out with the samefapproach - it has to be bi-partisan -

I . 

and, gentle.men, whenever anybody says that, you want to put 
your back against the wali and then.get awfully suspicious. 
Because · if it is so bad tl\at it has to have b'oth parties 1 

:bIE'./ssing and it has to hate everybod.11- 1 s ·• support in the 
I • . • h . Legislature, there has got, to be something wrong wit it. 

Because you and I know asllegisl.ators, whenever anything is 
that great, we have that innate selfish feeling that we want 
the cre_dit. .You see, thii i,s not one of those things that 

I 

can stand on its own and :j:or this reason, there is this over-
whelming outpouring of ge~erosity; to put everybody's name on it. 

I 

So if uou do_ go to the well, you go together. And if you go 
i I . . . . -

to.the chopping block, yoµ also go together. That 1 s the 

met:0:od behind all of this! •.· .. 
If we take the two Ey:tas together, it is an exact 

duplication of what happened in 1962. The only thing that 
.. ·. I ···. .. .. . .· 

has happened now is that they have changed a few of the 
players, but the inethod if the same. · The bi-partisan committee 

I 
I 
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for the $750 million bond. issue in 1962 was.headed by some 
of · the most powerful Republicans in the United .. Stat.es ff 

Al though the plan was· a Democrat governor I s plan, . t:his __ was 
the best way to do it. He had everybody for it- everybody -
all kinds of publicity, the same kind of a Madison Avenue 
approach. The only one against it was the Senate Majority 
Leader who happens to be the Congressman from the 2nd District 
today in New Jersey. Again, fortunately for 7 million poor 
souls in this State, that proposal had to be submitted to 
theelectorate and that proposal was soundly trounced at 
the polls and thank God that it was. 

Just look at that one for a moment. Had the people 
voted on thatr about 7 or 8 days earlieri. believe it or 
not, it would have passedQ Now what would have happened 
had it passed? You talk about the sale of a··.pill. of. goods. 
This was it in the super la ti ve degree. If you, gave away . -
all of ;the proceeds of the New Jersey Turnpike to the yea:r:; 
2002, how in God's name would you ever pay for the $400 
million necessary for the improvements and the widening of 
the Turnpike? Has anybody ever answered that one? That 
is how silly that proposal was and that came within a hair 
of becoming the law of this Statee 

I have to give you this kind of background because 
it has a lot to do with the method that is being used on 
this. 

Now the Meyner proposal involved only a few bills 
on refinancing the Turnpike and that was not hard to 
understand~ The Hughes proposal for the $750 million bond 
issue required very few pieces of legislation. This - I 
don 1 t.know what it requires. One day I read it 'is going 
to require 48 bills" '!'he next day I hear it is 6.6 bills. 
And by the time you fellows get to vote on it, it will 
probably be 166 bills. You know nobody is that smart that 
I have·· ever met, and th;3.t includes yours truly too, that 
is going to be able to understand that maze of legislation, 
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the impact it is going to have upon the eigh:tb. largest and 
i 

most heavily populated stafte in the Union. And I am absolutely 
I 

confident that what the Go;vernor Siaid to the AFL-CIO has a 

lot of merit. Th.is, I thi.h.k, is the most honest statement 
made by him on this propos~l up to date, and that was, the 

i 
AFL-CIO, one of the larges ft unions on the face of the earth, 

I 

with its battery of attorneys and experts of all k.inds, decided 
not to be for this proposall because they didn I t understand it. 

I 

Gentle,men, if you forget e~erything else I have to say today, 
reme,mber 'this, I think he 1

1 is probably right~ Even with all 
I 

they have at their disposall, they .do not understand this mess., 
Let's look at a litt!le bit of history attached to 

I 

it. This is not the first: Tax Policy Commission. Seven 
such Commissions existed 9~.ring the ten years that I was 
State Senator. They didn 1

1
t recommend all these things, but 

they did come up with somel recommendations that would have 
I 

forced upon the State a lolng time ago a sales tax and an 
! 

income tax. 
i 

The Sears Commission! took more than two years to study 
th.:Ls. I read over their flindings, as best I could, and 
I didn't have enough time Ito really devote all the time I 

I 

should to it, but it took lthe Governor three. months for him 
to read it and understand i.it before :he came up with some 
of his recommendations. Now he has had the benefit of public 

0 0 h I ' 0 0 k b h op1n1on as tote Sears Cdmmittee s rnista es and, oye t ere 
were plenty of them. Thatl was a package that·couldn 1 t pass 
in a hundred years and ev~;rybody knew it. It took him t:hree 
months, him, meaning the Governor, to come up with this 

1' 

• 

proposal and he is asking lyou to put your necks on the 'ii 
I 

chopping block to do this lauring the long, hot summer, when 
I 

nobody is paying any atterition to anything, with a hope and 1 
. I . 

a prayer that the 166 bil]s, if that is how many is going to 
I • 

be necessary I will be ruslTed through under emergency proceedings 
probably on the eve of · 1..Taquary 3rd or some such good date 

I . when everybody wants to be any place except here, and with 
I 
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a. hope and prayer that nobody in the seven and one-half 
mill.ion population ever .· understands what is being attempted 
here. 

Now I suggest to you, if in doubt,-- this is what I told 
the people in 1962 when I was the only voice the people had 
in 1962. I was the Senate Majority Leader that year and, 
believe it or not, I couldn't get the Republican Party to 
support my position against the $750 million bond issue and 
we met many times to do that. I suggest to you, as I suggested 
to the people in 1962, if in doubt vote no because this 
proposal has far-reaching effects that are going to be felt 
long after you and I are gone if this thing is ever adopted. 

I don't think that you should pay any attention whatever 
to the threat that in the next election the people will 
probably say to you, 81 What did you do to hold back my real 
estate taxes'? Why did.nut you vote for that proposal? My 
real estate taxes went up 15 per cent. 11 Now that is just 
about as ridiculous as the statement ma.de to the AFL-CIO~ 
This, my friends, does not become effective until after the 
term of the present Governor and this Legislature expires 
and that being the case, it can have absolutely nothing 
whatever to do with apy rise in taxation in the tax year 
'72 or u73_ That 1 s how ridiculous that statement is. And 
I don 1 t think we should judge this on the outcome of the 
next election anyway.· 

I think it is high time that we started1to rationalize 
and take a picture of what we are really trying to do. What 
are we attempting? I suppose I have a name of being against 
all kinds of taxes, and that 1 s a little unfair. I opposed 
the sales tax for very definite reasons and I am opposing 
this tax for very definite reasons. I oppose it because I 
believe in sound, long-range planning. Let 1 s think of that 
for a moment - sound, long-range planning. I was against 
the sales tax way back because I knew, and so did anybody 
else that paid any attention, that there was going to come 
a day under the very expensive program of Medicaid, and it was 
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right in the Federal legis1.lation O that by January 1st of 
I 

1970 all 50 states had to jhave their own program. Then Dr. 
Mccorkle made the stateme~t that such a program by the 1st 

I 

of January would cost New !Jersey $100 million. And I went 
along with that amount. ~o the idea there in opposition 
to the sales tax all thosei years wa['l to save that tax so 
that a large part of it c9uld be dedicated for that $100 
million when it was needed. 

I 

Well, when I left tble Legislature in early 1966 and 
the Democrats took over - 1and I am not trying to be partisan -~ 
I'm trying to give you hiJtory - the sales tax was willy-nilly 

I 
enacted$ Its proceeds we~e promptly dispersed into about 
a. million different potholes and no one paid any attention 

I 

as to where the $100 million 
I 

1970, and that brought abdut 
was c:oming from on January 1st, 
the debacle. 

I 
I 

My friends, it is ndt possible using prudent judgment 
for this State to have a ~inancial crisis. 
The only way that it coulq possibly happen 

I 

It is not possible. 
- and this you have 

to watch on a monthly basis - is an unsuspected drastic 
I fall-off of revenues. Th~n you have an excuse. But you 
I 

don't have an excuse because expenditures increase. 
I . 

So the crisis of 19710 to the tune of $100 million plus 
was a manufactured crisis 

1
for which there was no planning. 

Now I went through ~hat to give you a reason why 
I 

this should definitely be !opposed. In the. future you are 
I . 

going to have some demandd upon the capital and the receipts 
I 

that you collect from the ltaxpayers. There is no question 
i.n my mind about that. Iti would seem to me that we have to 
realize, and I am certain lthe people realize, that the last 

I • 

big·source of big State revenue is the thing that is hidden 
I 

in this mishmash, and that is New Jersey;s first State income 
tax. That is the last biJ State revenue. There aren°t any 
others that will go into ~he size of this, a half billion or 

I 

more. That means to me tnat if that is the last big source, 
I 

it should be protected, as I recommended the sales tax, 
I 

which is the second largest source, should have been protected, 
I 
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but it waS'n 1 t. It has been dissipated and today you have. 
one of the highest sales tax in the Nation. There is a limit 
to how much you can do with. that to get more revenue. 

So this .is the one that yqu have to conserve. This is 
the one that has got to be protected. Otherwise, you will be 
guilty of creating a manufactured crisis at some later. date. 

I think it is altogether fair to tel1 to the people --
and one of the principal reasons that I am here - I have a 
right to be here because I am one of those seven and a half 
million people that are going to be paying for this thing if 
it is ever adopted - is because I have studied state budgets 
for 17 years. I donut think I am the dumbest individual 
in this State when it comes to the fiscal affairs of this 
State and I have a right to voice my opinion to those who 
represent me here in the State Legislature, as you. have a 
right to pass resolutions memorializing the Congress of the 
United States and people like myself to do as you would suggest. 
So I don't want you to think that I am trying to impose on 
your authority. That is not the case. And I don 1 t think 
I am any smarter than anybody that is in this Legislature. 
Please don't take that as being any kind of an attempt either. 

I think it is altogether proper to give you at least 
one man's observation who does try to pay attention to things 
in Washington. No matter who is the.next President of the 
United States, in my opinion,if we are to stop inflation the 
10 per cent surtax must be re-enacted. That is a drastic 
increase, my friends, in the income tax. I think the working 
man - I think everybody that pays an income tax - and that's 
almost everybody that breathes in this.State - should know 
this. In my opinion this will definitely be adopted in 
the 93rd Congress because no matter what we try to do we 
are facing a $26 billion deficit this year and with all the 
paring down, holding back, itus going to be at least that much. 
If revenue sharing on a willy-nilly basis is passed, such 
as has been recommended by everybody that thinks they are 
getting something for nothing, you can tag another $5 billion 
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on top of that. So if welare going to save the value of 
! 

the American dollar, we hip.Ve to be prepared to pay for it 
I . 

and the ta.::x-payers of all 50 states are going to get waffled 
with income tax increasesiduring the next two years in my 

i 

humble opinion. And I say this regardless of what happens 
to the war in Southeast Afia. If there is total peace 
throughout the world, tha·t statement holds true because we 
know from the Korean conf-U-ict and we know from ending 

I 

World War II how long it takes to have any recoupment of 
moneys that allow any kina of a bp.lanced budget after that 
date. So this I think yoh have to be prepared for and this 
I think the people have tb be warned about. Your Federal 
. , t·, . h I income ax int e next two years must go up. 

I 

Now I don 1 t think this Legislature should put another 
I 

income tax at a State level on top of that. I think you are 
! 

going to have a tax revolG.tion maybe if that happens and I 
I 
I 

wouldn 1 t want to be responsible for that. 
I 

I said before otherl attempts were made under the same 
kind of presentation. Otper attempts we.re made by the finest 

I 

publicity known to man. ~hat comes from Madison Avenue. 
Other attempts were made by attaching beautiful names to a 

I 

proposal that couldn I t stand on its own two feet. I have , 
cited two proposals that :Were defeated and they were defeated 

I 

by the people. i 

This proposal is fair more dangerous than any of the others 
I 

because this proposal, unilike the two I talked about, Governor 
Meyner I s proposal and Go'71ernor Ht~ghes I proposal, does 
not have to be submitted Ito the people. That is the big 

! 

difference between the t~o. And I have no doubts wha.t 
would happen to this package if it were submitted to the 

! 

people. I an1 not recommending it be sumbi tted to the people~ 
But I am saying this: W~ should bring this thing out in 

I 

the open and call it exaqtly what it is. It is an income tax 
I 

with certain little flourishes and thatus all it is. The 
I 

only difference between ~his and what Governor Hughes tried 
to do, this has the Federral style of the boondoggle known 

I 
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as an omnibus bill. This is an omh.J,bus bilL Make no 
mistake about it. What is an omnibus bill? It is the worst 
kind of legislation that exists,· 

.About once or twice a year in the Congress, in an 
effort to pass a bill that can"t stand on its own two feet, 
they put together the omnibus bill which is everybody's little 
plum, in the hope to get everybody's vote to pass a bill 
that nobody wants. That 1 s what this is., 

Now some things have been taken out of the Sears Report 
and these are the plums. Can you imagine anybody having the 
courage of voting for the repeal of veterans 1 exemption? 
Of course, not. So that is taken out with a hope and a 
prayer that the veterans now will at least think - they 
are getting nothing additional - but we are not going to 
take anything away from them so this should give us the 
veterans I vote., That I s the plum there. 

Then, of course, that other brilliant recomrriendat:Lon' 
by the Sears Committee, that one that puts the sales tax 
on clothing, which was as popular as a case of the ;measles, 
is out of this one. That is not here. This, then .. is the appeal 
to the housewife. She is not going to pay ·the 5 per cent 
every time she buys a pair of little shoes or something else. 
And because we are not giving her anything but we are not 
taking anything away 1 this should give us the housewife, you 
see. Little plums are put in. 

Here and there, there is:a hope and prayer that 
education may do better than it is today with a hope that 
that block will be brought ino There is an appeal here 
to the private colleges and the private schools.that perhaps 
they will get a crumb - perhaps. ·so this is their little 
plum in exchange for their possible support for the program. 

The worsd: hypocracy of all in.the whole program is 
what they are trying to tell that poor homeowner all over 
again. I lived through this for ten years. I watched 
everything I predicted happen, and so did you. I said that 
the sales tax was not going to lessen anybody 1 s taxes, not 
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even for a singlE;l year ... ".I said the only thing it is :.going to . 1 . . . . . 
do is find itself into a m.itllion potho,les and nq}?ody' s .taxes 
are going to go J:o.own. . We . ,re. ,not going to make anybody 
happy. lf we ~,rend it all jon education, the educators will 

• • I • 

be her~ sayingi' vy-e are not 1oing enough for eo.ucation, we 
' ' ar,e not doing e~ough for t~e Teachers' Colleges and all the 

other places, a1d no doubt[we are not, but that is .another 
reason. So I sµd then, t"ij.is is going to bring onan income 

, \s I • 

tax- th9-tus wh~t is going[to happ~n. Because if you can get 
away with this 1hing underlthe style that you have adopted 
it, you can get q.way with 4nything, and I believe that yet. 

. Somel:)ody has said. th4t there· is a court decision 
. . I . 

·that makes unconstitutionaf the present system of collecting 
taxes for . the public s. choor· s. Well,_ whether we agree with 
that decision or we don't, _ let I s assume the decision is 
going to be the law of the country. I hope it isn I t. .I . 
don't agree with the decisfon as a.lawyer. But let 1 s assume 
that it .does become the laf of the country. This proposal, 
my dear friends, does not ~eet the.things required by the 
Batter decision and don't think it does. Because in 
nobody 0 sestimation does tiis package pay for all the 'cost. 
of the public schools$ Anh if it doesn't pay for all the 

I 

cost of the public schools~ it is as unconstitutional as if 
_it pays for'none of the cokt of public schools. 

. . 1' . 

I think too we have to pay sbme attention to a bit 
of salesmanship here which I think somebody has run away 
witp.. I.always get suspic'ous when som~body tells me they 

. I , 

are doing something to helr me before I even ask them to 
help me. This is what is peing at:tempted here. And we 
are going to put safeguard~ in this thing so no one can ever 
h'urt ypu. _ That has _been srid too right in this Chamber. 
We're going to have some crnstitutional amendments. Oh, this 
makes me smile. First of tall, we ._are g.oing to help the 
homeowner with his real es ate taxes. So the first thing 
we are going to do is give, him a _rea.;,L estat.e tax _he never 
had before, one which is levied by the State, one that has I -- . --
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ti 

an invisible tax collector that nobody ever sees, nobody 
ever will see and no . one can ever argue . with,, You can get 
far with him. The guy who collects my taxes, the guy who 
assesses my property - I O rn happy I know his name. I know 
where he lives and if I am not satisfied with what he does, 
I can go see him. There is a system under our laws in 
this State today where I can get some pretty good attention 
and so can every other citizen. But under this system,, I 
don't know what attention you are going to get. 

Now to safeguard that tax, whoever put this thing 
together says we are going to have a constitutional amend-
ment so that it can never get higher than one dollar a 
hundred. Well, that is big-hearted. If you leave .it at 
a dollar a hundred, in ten of the sixteen municipalities 
in Cape May County where I live - and every one of them 
are run well - we don"t need this kind of a proposal 
because we think we run our government well at the local 
level. But under this proposal, without the income tax, ,ten 

. . ,·; 

out of sixteen municipalities get a ta.x increase. We don 1 t 
save a dime. So I am pretty confident how the legislators 
from that area are going to vote. I"m not saying what the 
income tax does to thems But there is going to be a lid 
put on that tax by virtue of a constitutional amendment -
remember that. 

There is also going to be a constitutional amendment 
proposed for other things affecting the county tax and the 
local tax. That is big-hearted also. Do you know what you 
do when you do all of this? You have then effectively 
controlled through amendment to the State Constitution tax-
ation of every level of government, except one, right here. 
There is no amendment proposed in this proposal that sets 
any limitation whatever on the personal income taxo Why was 
that one left out? That 1 s a good question. Why was that 
left out? 

Secondly, let's be honest. If you are going to help 
that poor homeowner - we have lied to him so long it is 
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pathetic _...., if we are goi~'lg to help him, if we are going 
to absorb the public schobl cost, there is only one way 
you. do it, you dedicate forever a State revenue for that 

I 

purpose. There is no conktitutional amendment proposed 
by whoever dreamed up thi~ program to dedicate the biggest 

I 
tax there is, the income tax. Why wasn't that part of 
the package? The strongest recommendation I can make to 

I 
I 

you gentlemen -- and I amj not recommending - please don't 
I 

misinterpret what I am saying - I am not recommending the 
implementation of 
not doing that. 

i 

a State 1 income tax at this time6 I am 

i 
I studied economicsi for a long time. One of the 

I 

fundamental principles ofl taxation that I learned,and I 
I 

have tried to subscribe torthrough all of these years in 
government at the State ahd Federal level, is that you 

I 

never tax the people unti~ it is necessary at the time the 
tax is enacted. That is ~s sound as you know your name. 
This proposal enacts a tax two years before it becomes 

I 

effective. It uses figur:es that will be four years old 
at the time the tax becomrs effective. It brings into being 

i the largest revenue that the State can ever have and it 
has no control over what rse that revenue is going to be 
used for, none whatever, !and I say this is wrong. 

I , 

If you are going td have an income tax - and perhaps 
this is something that uls Legislature should come back 
with when it meets next ~eek - if there is one thing you 
are going to submit to t1e people, I think you should 
submit to the people a p1oposal in the event that the State 
of New Jersey shall ever :have an income tax, it shall be for-
ever a dedicated trust fund, the largest part of which will 

I 
be used to pay for and absorb the cost of primary and 

I 

secondary education to ttie tune of 100 per cent. That way 
I 

you will'help the homeowner because you will have taken 
away his obligation to p~y the school tax. You will have 
helped the homeowner. Ydu will have given him all the 

! 

security he needs. Becadse' this Legislature and no other 
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can change what can happen. to the biggest revenue t;:h~re. . . ·'." .; .. · ... ' . .. •; . . . 

is becau_se it will.,be, trust fu.:ncls that you cannot ~Tgislate 
and you cannot change the expenditure thereof unless. y,ou 
submit another proposal to the people and th~ people give 

\ . . . .· '·· . ' . 

their consent .to you to amen.d their Cons,ti tution. This, 
' . . ·' ' 

I think, is sound planning. 
So, gentlemen, it is grossly unfair for anybody to 

ask ¥OU or me or anyone else to support a rnaz~ of legislation 
that not even the AFL-CIO can possibly understand. and to do 

, , ' 

it · during the long hot summer., To ask you to 9-0 something 
that nobody else has been abl~ to do in a l~ng, long time, ,.. 
I think is unfair and I am confident that when this proposal 
is refused by the State Legislature, you will.b~ pretty 
assured of coming back here to do another good job for the 
people. .Thank ·you. 

ASSEMBLYMAN BEDELL: Assemblyman Apy?. 
ASSEMBLYMAN APY: Mr. Congressman, I want to ask you 

a question that I have always wanted to ask a Congressman. 
What effect do the memorializing resolutions that we pass 
have when they get to Washington? 

CONGRESSM?ill SANDMAN: Well, tru-:t,hfUlly, I can•t ,speak 
for all of the members. I get a great deal of 'stimulating 
thought from a lot of the resolutions not only from the 
Legislature, but from even some of the sma,;l..lest. t,owns. 
So, in answer to your question, I pay a lot of attention .. to. 
them. 

ASSEMBLYMAN APY: Good •. Some I vote for and some I 
. ·. '-· 

don't and I often wonder if it.is.an exerciSE;! in complete 
futility. That is why I wante¢l to get a reaction from· . . ,. . .. . . . . . 

~omebody that. we direct them .to. 
';['he other thing goes to the content of your remarksG 

•' 

I want to try to understand your positiono Directing our 
attention to education, you do not a<::cept t'J:le principles 
of the Better decision, as I understand it, as is true of 
many others. However, assuming.that.the time comes when 

. .., • ' r ' • • . . •. ~-· ' ' • ' " . . 

this decision is upheld,_ as I understand it, the _responsipility 
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The ·onl,y ho.nest 9-n~we:r:. J:. c p .•9-ive yqµ .:ls, first -qf al.1, it 
. . ·1' . . . . . 

should be done at the t.ime. when wei wpul.d have rea,son to cort).e 
· closai to .. what .we nee~. '¥a; o~n' t bq~s;l:P+Y ,do·. that u.sing · 

f ig,.i.· r_ es f. our .. years _ old.·.--~_-·. - ¥ 1 u can_, t [ pa.$ s. _ibl .. y o,q .. it w. i tho·u. t 
hav~ng some ;,,,dea ot \\ThGl-t·: q :h1::u; · ;i;,evf~V.e/3 , a:t"e 993,,ng to :b~ 
ava+leal:>Le . to ye>u f:i;-oni the Tec:ie?:'.al '?qvernment:., _ .and ,I. think . 

everybody is_ l?re)tty : Pl~ch' e\r~~-~ed tfere will b.e. o~her -~~venues~-
. AS9ffl1BJ:;.YMAN AP¥~-_. Yqu ~µ;ppo:r:f r~ve.:n.ue. §ha;'ing you:rse,lf, 

-don' t y<;>U? _ .· _ . .. >, .. _ .. _ · I . :_' ... .- · . ; .. · - , < · · .. 
CONG~SSMAN SAND~: ..•. ;I:, suppp:i=.t, z-~v~:m.1,e-~our.c::e sharing, 

• . .. , r 

· whioh . ;i,s (:at'· .dif'f erel'it. th~ ._ •. the Pl1~s:t<fl:ent ana Will;>~r Mills q 

But be,G~ul:!e of.' the· .k,ind-_ of r1,1le tn~t t~ey .a;r~ c:o~~i;n,g · 
·._·,-::·evecyb<;>qy_ to be ;Eor,_ my-.bi :·i: won° t/ e~,ea g,t cop.s~deZ"atioP. ••.. -

. . . . ·. . . e . . -I . . . ' 

· · · .iJ:'J:1uthf.·ully ·it,i~ wor Jj, 1:r..~ll5,itlg ,~bout fo:i:; a moment. TJn<ie_r · 
' ' ' ,, ' ' , ' ' ' , ; I ' , • , ' ... ' , ',· : ' ' I ,, , ·., _: • ' •· ' :· '' : ' ' , 

t~e : P,res;i.d~pi;. .• s . Ql;ll-, .·. ,New 'I·. e~~ey grts $15 __ ·_ 3. ;cylJ.+l!!..OQ ! ·µpd:r _·· -
WJ.lb\lr ~l.ills ' b:;i.ll, . we. -get . the Salll\e amoul}t. JJnder my b;t.l.J. ·_ 

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

where the Fecleral govemm,ert- is de:p:r::ived 'Of th~ -right to . 
just tax ;algoholic b~vera;ges( we g~t ;$,395 .mil).,ion f ~om just 

. . . . . , . , . I , 

that. J:t stays iti :t-lew Je:r ey,. My!bill doesn't; cause a 
$5 bill:i.pn, deficit: Jheirs do:e~, , ~:h.~re iij;, a big di:Ef erenq~ 

. between -what ;;we sta,nd £.'o;i:-_o _·· . :NJ.o I . no'.t go;i-ng t9 yqte £qi 
,this hil:l. jus_ t .beca~:s_.e·, soxne~,bqdy .isj .. ;i.i.i._. _ia , __ P_ i_g ~u. sh t+ying to.__ _.·· . . . . •. . I . . . . . 

get. .. somethinc;;r that' th~y th 'nk is fp:i:;-, nQth.ing.. We have' h~a;rd ·· 
. •too. rna11y car)Q.id~te.s,,•cpmpla 

... what we ,get , };;)ac~ f ;i:-orn. 'Qpcl. 
;n tha-t few ilersey ,,.i.s ,@ad last, on 
-Sarn ,r>,~ j: w:ant i t9 . 90 soµieth:i.ng 

. I . . abou.-1;:. :it·~-- .. , ; . , ' ' , ... : ,' ' _ ... ' I ·. .... ,,._ '. b ' , ' •• ·. ' ' ' 

• .. ASSE?1:$I,~ APY: __ · on
1 

•. oth~~- fh.:1;~g _ I might ~oint; .. ,oµt • 
· beCauise ::c 1:l.av, :_had. tbe -.opp, rtµn:1.tyl to read the bl.lls is that 
- I act1,1a);ly :don.' t, th,i;n.k, t:h.a ., - t;:he p:i:-~poseq ;p~~;ika9e ,,. qS a matter 
of .:eac;t I J~riow · ·t;,hq.t tne ·pr .poseo. ~ao:ka.ge, doe$ not;, have in • 
it a Constitut.:lq:n.~i, aJ!len.dm nt ~s tb the oounty ~n.d, mun:ic;p~l · 
tc;l:x; :rate. ~e only Qonsti ,'U.tionall-Mienoment 4s al:il to the 

' ' , ', , i ' ' ' ', ' ' 
· d,olla;r. l:imita.tion.. on ~t:c;1te pz,9pe:rtjy· t~, .. The _$1~ 50. and tb,e 

$ .• 50 ,,fQr cou;n,ty is in ·a bill,< pqt !;1.s. :rl.Ot _one. qf -the .three·: 
constitu_t_ io:n.al _ ~enom_ ~~ts.· I ·jufli~·:d.;t"~w; it• tc;i. you;r attention. . . I . 

CON<JRESSMA;N: SA.NOMAN: · . :c unde;i;:-stand. · :r: .:c1.p'ologize fo;r 



... 

. . . . . . 
•.. . . 

makin{ that ritl~t~~- ' l ••• ·. ··•·.· '.\' •ki ·c ' ' 
. . · · ASSEMBLYMAN BEDELL: · ·, , Assemb1yman ;V:i'.:'Eieland? • · 

ASSEMBLYMAN1 'VREELAND{ · Thank you:m ·~.1co:ngressman·, .. I just 
. have one qUestion ;- and: I "want · to say. I' c~rtc:3,,inly. was 
. impressed with your talkm' .. -I think you ·brought out some .. 

new: ,ideas to this cfo:mmitt.e~fii-'·•. If the Bott~r· /decision is .. 
upheld, as ·y9u: }).ave ·pointecl' out·, and you are .not in favo:r:: 
of an income tax,· how the:n 1 ~ould rou implement; the,~de.ci'.sion . 
witho1;1t·a State ;E?iopertytax? 

'' CONGRESSMAN.SANDMAN: I saido Assemblyman, if .the 
Botter decision is upheld - and I hope it is not: upheld -~· 
because if it.· is . upheld the other. parts of this measure ·.• .•· 
are going to . fal·l with it and then we are going to be back 

. . . 

to -where we started, all over again. · If the Bottei; g.eciiS-ibn 
. is :going to b¢ '.rrtet under the c;,i.rcumstances .that ·th~··•judge · 
desCribes ·, ydu would . have to enact, an ovez---a.'11 . :levy , at the · 
State: level. ·. Tllis .. I ·think is his direction. · 'I don 1.t ag:r;ee 
with his beingright·at_all because .if you do·tha.t and i#: 
you. agree with cthe;r. •p:r;ovisions that have been discussed · 
· in thi.s mea·sri~e. iwhere a '¢ornmuni:fy is not' going to be bou~d to . 
the St~ti~.: a~era·~~ ''on: the cb~t: per pupil,- j:hey ·,¢:a.11•' by)~eferendum 
increase that'· by 15 per cent,. you see.--- now that in it~elf ,. 
,puts us· right. :in. conflict with the Better decision all over 

. . 

aga:in.:, Now I ·-'W'arit everybody- to get the same :k;i.nq of-. equal· 
education an¢!. I am sure everybody does. Bµt if a municipal,ity 
·.wants: to sp~ri'a more mo·ney for educatiori· and the ·taxpayers 
in that -municipality agree to do it;· I think they have a .. 

. ·. . ·.,. : . ,. I . . . 
· constitutional iright: to de just ·-that... This,\is why I 1;:hink 
the Better decisio~ is wr~ng~ ·_ .· 

ASSEMBL~ VREELAND: ·-('J: thihk ·that is ,true •. · But'·l , I , . . . . 

think the. pac:kag~ doe,s >.allow 'for ·what you, haVe,;just said, 
. ,· . \" , . :,". :. - : .. ·r. : . , , . . . _,, .. 

for'· any muni.dipal;i.ty :'to -'$p~nd mof'e-"'.th~n the, <,Stat'e ·average • 
. And. I· think- th~ 'T:~JP6li:~y- Committee :agttied to9 . that th'at· . 

: . • ll • . 

'•pa;t of ·the prbpoJaf as. 'b9 :,-_f::ts; :·1ega:lity· e:i::; '.:¢onsti.:tutiopality 
-is• net defini.t~/ '± :•thi~k:'.trha:lff::4::s·,t·rue{:' •.'·.:, .. --.. 

CONGRESSMAN S¥1DMAN:'i ··.·Tttat),ek;,,r;ii;Jht,.:;,':(:, , ''• 
ASSEMBLYMAN VREELAND: Thank. you. 
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ASSEMBLYMAN BEDELL:[ Assemblyrnan Gom,an? 
ASSEMBLYMAN GORMAN: Congressman, in trying to sum this 

I , 

up in my own mind I find ;somewhat of agreement between you 
and the Governor and som<SJ disagreemento The agreement oomes 
in the Governoru s addresJ

1 
to this Legislatureo He initially 

started of'f with the sta~ement, the same·as you did, that 
we donut need an income tax. In the Madison Avenue type of 

I • thing and the television ;program.s since then, the Governor 
normally starts with this thought 1 1'We do not need an income 
tax. 11 Of course, then ttje Governor goes on to qualify i:t, 
that we do not need it i~ we want to continue the burden on 

I 

the local property taxpalfer. This is where I seem to see 
the disagreement. You f,el if we did have an income tax, 
the local property taxpa~er would not be relieved of the 
burden. Am I correct? I 

I 

CONGRESSMAN. SANDMAN: He would get some immediate 
. ' I 

relief, donut get me wron:g. Of course, the six largest -
cities would share well .lln the program. I mean, if you are 
aiming. your .. desires at ~~king them happy, you are going to 
make them happy with thi9 proposal. Maybe that is w1+at i.s 
behind all of this, don°t know. 

The 
are 
are 

What happens here .i!n this proposal is a levelling offe 
municipalities that ~pparently are in pretty good shape 
not going to do anyw1ere near as well a1;1 those that 
note There is a levelling off hereo 

' 

I believe that ove:i a pe,riod of time which is not in 
the distant futureo the 4ax advantage, if there is any, on 
the average state taxpay~r will dj;IE/l~ipate after about the second 

! 

year. This is the. fear] havec 
I 

ASSEMBLYMAN GORMAN~ 

ASSEMBLYMAN BEDELL~ 

Thank youm 
Assemblyman Perskie? 

i TASSEMBLYMANPERSKI~: Congressman, I have two questions. 
One J1as to do with reventje sharing. Are the bills that are 
sponsored or being sugge,E$ted by the President or the Chairman 

' 

of the Committee for revenue sharing tied into the type of 
. I 

revenues generated by th1·. states'? 
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I 

I 

CONGRESSMAN SANDMAN: I have great: affection fo:r; 
Congressman Mills. Letus talk about his bill. But first 
I will say with regard t.o the President us bill, it is one 
of the few areas where I b,ave had sharp disagreement with 
the President in the six years that I have been there and I 
have discussed this with h~s people. 

The first Mills bill was directly tied into whether 
or not you have a State income taxo I always felt thi,s 
was the•wrong way to give a place aid by.first analyzing how 
hard they soaked their taxpayers. Under either proposal 1 

Millsu or the Presidentus proposal, New York per capita 
gets many times more than we do only because they not only 
have an income tax hut because they have exhausted so many 
other fields of taxation that. we have nqt. .. ';['his. I think is 
wrong, fundamentally wrong. 

The first Mills bill that he put in~- in fact he 
put im ih a few days a;fter I had testified before t.lle Ways 
and Means Committee on revenue-source sharing, which up to 
that time the Chairman felt was a sound way to do this. _ 
Everybody I talk. to says this is the sound way to do it. 

' . 

But I truthfully don°t have enough votes for source sharing. 
My program gives 44 states more money~ six states get 
less. The President canut be for any bill tllat is going to 
give a lot of states less money. For that reason, I can-
understand the Presidentus position. And since Wilbur has 
become a candidate for President, I can understand his 
position too. They lo,se their better judgment whe:n they 
get these high ideas sometimes. 

Anyway, in the first Mills bill, it was directly 
tied into the income tax. The Mills bill is a five-year bill 
and under the first bill he said th.at after the second 
year, you would not get the same proportionate benefit 
unless you had an income. tax. I confronted them then that 
that proposal would never stand and it wo~ld.probably be 
defeated as soon as he made an address to some legislature in 
a state that didnut have an income tax. And it happened 
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' ' exactly the day that he actdressed the New Hampshire Legislatu:ce 
that doesn°t have a state1 income tax. When he got bombed 
by almost the entire Legislature, he then announced a change 
in his bill, which is the bill that is going out of committee. 
In the Mills bill, the two-year provision is changed to five 
years. In other words, t:here is no change in what a state 
will get until after the fifth ye.ar, provided it has not 
a,d0,pted an income tax~ 

That is a frivolous~ provision because the Mills bill 
i 

expires in five years. You seeu .it says nothing. So under 
the Mills bill which is one that has been voted out of the 
Ways and Means Committee,: the effectiveness of having an 
income.tax is not in it at all. 

ASSEMBLYMAN PERSKIE1
: The other question I have is 

with re$pect to the Botteir decision. We have been talking about 
whether or not it is 1;1pheld on appeal. Yqu do concede, donut 
you, for the moment and u;ntil something happens that hasn°t 
happened yet, it is the law of the State? 

CONGRESSMAN SANDMAN~ That's correct, sure. But it is 
a Superior Court decision! which you and I know can be changed. 

I don°t agree with .the concept of the thing at all. 
ASSEMBLYMAN PERSKIE;: I understand that. 
CONGRESSMAN SANDMAN: We have a right to disagree. 
~SSEMBLYMAN PERSKIE: Iijm not even sure in my own 

mind whether I do either. And I certainly agree with one 
aspect of what you said, iwhich is that these bills don° t 
meet that decision, assUTI}ing you agree with it. I operate 
from the theory th.at we have to assume until it is shown 
to the contrary that that is the law of the State. Given 
that assumption and given. the dollar figures that Mr. Apy has 
rb.ent±oned, isn ° t it indicated that we have to do something 
~oon? 

CONGRESSMAN SANDMAN: Well, I think if you are going to do 
it and you are going to 90,)it in a fashion that is going 
to help the homeowner, it would seem to me that you have 
to dedicate the big revenue. 
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ASSEMBLYMAN PERSKIE :, :, L am not· t'rying to 5:a,y;: that 
this .is what. we. have to dq;. I -am .•.not at all· cert·airt · of 
that for many reasons, ·. some . of which you. said~ · What: <'I,- am 
getting around to is - do you feel,,. considering the effe-ct 
of the decision, 'that . this Legislature is in a position 
wherein-. I don°t know whether June-15th iSwhat.I am· 
referring to - let0 s say this year, we ·have to· address 

·ourselves to the qµestion of raising that $2 billion·on the 
~tate level? 

CONGRESSMAN SANDMAN: 
he'. gives you until 197·4 .. 

ASSEMBLYMAN BEDELL: 
a planm 

CONGRESSMAN SANDMAN: 

As I understand the Botter decisione 

I 

January 1st, 1973, to adopt 

That can be o.one. · You cton.' t 
need a constitutional . amendment to adopt what. ·he wants you 
to do, and in the interim you can do it on a statewide.assess.., 
ment basis, which I hope doesn ° t happen. 

ASSEMBLYMAN PERSKIE: Let me ask just one more question. 
' ' 

Again working on the assumption that we have to come up . · · 
with s,omething and apart from the package that·thei Governor 
has proposed; would you, after having cons.idered the .. State's 
financial picture for 17 yea;i::-s, be more inclined toward.the 
imposition·of a statewide income tax with the.dedication 
feature that you have mentioned or, in the alternative, .a· 
statewide.property tax again with a dedication feature'? 

CONGE:ESSMAN · SANDMAN: Well, . the ··statewide property 
•~·.a._. 

tax in my opinion would have to be dedicated and _that would 
require-constitutional amendment. 

If the Better decision· stands, of course, it has.-to 
give you some time· to act if it does. stand. The higll,er court 
would see to ··that I am sure.· It wduld have to give you 
sufficient time to ;·,allow a referendum; I think, and at that 
time it would be the choice. -of the people whether they wanted 
that• as a dedicated,. r'.even:ue ·:or· the income .·tax. 

ASSEMBLYMAN.PERSKIE: _What-would your position on.that 
be'? 
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CONGRESSMAN SANDMAN: Well, it is giving you a position 
on something I donut want, to happen. Of course, under that 
position, ·T would suggest: the statewide property tax. 
Because if you are going to use the big revenue at a future 
date to alleviate the homeowner, .knowing that you can't 
c;lo that as quickly as youi can the State property tax, I 
would want the income tax' at some future date when that 
big revenue is needed to :take the place of the real estate 
tax assessment in toto ano. apply it to the cost of education 
in primary and secondary :Schools. 

ASSEMBLYMAN PERSKIE;: But for the time being I gather -
and I don 1 t want to misqubte you or misinterpret you - but 
for the time being you would prefer if we had to do something, 

I 

to do it by means of a St~te property tax'? 
' CONGRESSMAN SANDMAN: In a practical sense, it would 

seem to me you would have! to go t.o the property tax first. 
But in preference to one br the othe;r, if you could do the 

I 

other first, then, of course, the income tax should be the 
dedicated trust fund for education. 

ASSEMBLYMAN PERSKJ;E: As, a matter of tax policy, which 
do .you think would be a more equitable or a more just kind of 
a measure to enact? 

CONGRESSMAN SANDMAN:~ I firmly believe that the income 
ta:x:, if dedicated as a trtust fund -- and you don I t have 
to dedicate it all. You have to dedicate a sufficiemt 
amount of it, which can go up and down according to the needs 
of primary and secondary 'education. That would be the fairest 
tax. But this would absdrb it all; it.would be locked in 
arid it couldn't be used for any other purpose, that portion 
that you need for thise 

ASSEMBLYMAN PERSKIE: Such an income tax, even with the 
dedication feature, considering the·$2 billion figure we 
have heard today, would probably have to be represented by 
a rate schedule at.least :double what has been proposed in 
this bill - I am told sorn.ething 3 1/:2 to 4 times. Would 
you~ position still be the same or would you want to consider 
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the use of the statewide property 't:ax _,as· a means of . 
off setting tha:b kind of rat~ st.ructui-¥:h. 

CONGRESSMAN SANDMAN: ·Truthfully,'"l cahut· give'an 
intelligent answer for that - I donut think anyb~dy.cari - -
because I donut-know what the cost is going to hem I would 
be working on hypothetical figures, which this program 
is working on. It is working on figures four year~ old 
that no one can know about, and this, I think, is wrong. 

ASSEMBLYMAN PERSKIE:. Thank you very much. 
ASSEMBLYMAN BEDELL: Senator Schluter? 
SENATOR SCHLUTER: Mr. Chairman, I think we should 

recognize Senator Merlino who has arrived.and that makes us 
just about equal, two against your seven. 

ASSEMBLYMAN APY: Wait until we start voting. Then 
you will find out how equal we are. 

SENATOR SCHLUTER: Through you, Mr. Chairman, l would 
like to ask-the Congressman·severar questions. 

Congressman; three of the members bf the Committee 
have asked you about your position with respect to the 
Botter decision and I just want to see as a result of 
Assemblyman Perskie 1 s questioning if I understand_ thisa 
Do I understand correctly~ and this is.hypotheti~al and 
it is based on your experience in the Legislature and your ·. 
knowledge of State affairs~ if :the Botter decision is upheld 

•and you had to raise money ior financing schools in a: 
i 

·different manner than-it is raised now, you would prefer a 
statewide.property.tax? 

CONGRESSMAN SANDMAN·: If you could enact one as 
quickly as·the other, I think the more equitable tax· 

' ' 

would be an income tax for that purpose, 'if it is spedifically 
nailed down and treated as a trust fund by constitutionaf- ·. 
amendment. I don° t believe you can enact that that quic:k:ly 

'' The statewide property tax you could. ·. Sb ln' the interim 
t'? meet the qualifications.of the Better decision, only for 
that purposeo it would appecirt6 me th~t you wo~ld have to 
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go to the statewide p:r.:qperlt,y tax. 
SENATOR SCHLUTER: T'):lat; is clear in my mind. Secondarily, 

though, you did say that ip. your judgment an income tax is 
a fairer type of levy althbugh there are problems 

,. i 

CONGRESSMAN SANDMAJ..'il":: I.f it is a dedicated revenue 
and trust fund. 

SENATOR SCHLUTER: Pair enough. Congres,':lman, you 
I 

referred to the 1962 three~quarters of a billion bond issue 
and I think it is very appropriate beca.use that particular 
issue brought in .all the elements .of certain methods of 
financing - public referenpum and general political support. 
Congressman, in 1968, we h~d a bond issue which wi,as the 
result of the Governor's cbmmission to study the capital 

i . 

needs or some such commission. The extent ot that bond 
.issue was $990 million. What.was your position on that bond 
iSSU?'? 

CONGRESSMAN SANDlV.!AN: i I was against it because it 
circumvented the direction] of the people on what was going 
to happen to the money. Tpe money.is still not under contract 
or good bits of it. I favbred it being split down into 
several bond issues for specific amounts and small.er amounts,. 
each time going back. to the people when you want more. 
This thing was a billion dollars. Of course, the people 
have absolutely nothing toi say with what has happened to 
it ever since. Th.is is th!e reason I opposed it, not because 

I 

I. oppose bond issues. ;r;n !the ten years that I was here, l was 
the sponsor of every succe!ssful bond issue that did pass. 

SENA'I'OR SCHLUTER: Congressman., as you know, that bond 
issue did pass and I think. it is fair to characterize it. by 
saying it passed overwhelmingly. Do you feel that it has 

I . 

been a fa.ilure? Inc.identailly, there were three specific 
questions maki~1g up the $9190 million, . as you know. But in 
view of the Legislative waJtch-dog committee which has 
processed the allocations 1for the Various institutions and 
highway programs, etc., do you feel that th.is bond issue 
has been a failure or has been unresponsive? 



• 

,. 

CONGRESSMAN SAW)MAN: I think that that bonci issue 
has met with about the s,ame success as a good ma:p.y other 
bond issues .. The money has been available for .a J,,ong, 
long time and. tne production for which it was appropriated 
leaves a lot to be desired •. When I landed in my plane at 
Mercer Airport, I noticed that your good road here stops at 
Scudder's Falls. We had money to complete that road back 
in 1963 when I was in the Senate. So I don't think that 
this is good production and it is not caused by lack of 
money .. 

SENATOR scaLUTER: Congressman, that particular road 
is an Interstate and has been financed out of current capital 
funds. 

CONGRESSMAN SANDMAN: The money was frozen by two 
.. Presidents of the United States because New . Jersey was 

: .• • ·: ! 

i,ncapable of using the money availablea 
SENATOR SCHLUTER: Congressman, we have a communication 

from you. I don't know whether it was to members of the 
Appropriations Committee or to all legislators or to the 
public or a certain segment of the public in particular. 
aut there are two things here that deeply concern me and 
I would like you, if you would, p,leaseo to elaborate. On 
page 2 of your memorandum which came to me dated May 27th, 
you characterized a portion of the s;o-,.called tax pack.age.as 
a deliberate fraud upon the public for anyone to continue 
to claim that enactment of the Governor's tax package will .. 
bring about lasting tax relief.. And this morning, sir, 
you commented -- I don°t think it was in the written testimony, 
but you commented that we were getting an income tax by· 
deceptionc 

I wonder if you would elaborate,in view of the fact 
that two previous Governor served on the Sears Committee, 
in view of the present Governor' s record of.· candor, on 
those two statements. 

CONGRESSMAN ~ANDMAN: . First of all, the .income tax 
is hidden in therec It is hidden in the guise that it is 
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i 

'i 

, i , 
supposed to·be tax refor~. I safd at theoutset,if I thought 

I 
it was going to be.tax· rejforrn, I 1 d be for it. I am against 

I , , 

it becaus~ I am convinced\ it is not. To present it to 
·this Legislature in' this !tashion, ·I think ·is grossly 'unfair. 

,,, , , i , 
·I think to push it upon tjhe people in this fashion with 
the affirmative statement! that this is reform; I think is " 
a-f~aud upoh· the public. 

SENATOR SCHLUTER: By way :of retort, Congressman, \ 
fraud in my judgment meanis '.intention to 'deceive. You indicated. 

. I . . . 
that the income tax was h,idden and I see nowhere that it 

. .. . I . . ·. 
is hidden or concealed f :t1om the public. · 

I 
j 

CONGRESSMAN SANDMAN!~ It is hidden in the guise that 
. . I 

it.is going to help thei~ taxes. It is hidden in the· 
guise.that it is tax refdrm. You read in the newspapers that 
the polls favor the incorqe tax. I don't know where they 
took that poll. It depeJds on the question asked. "Would 

I 

you·go' alongwith the ta:xi if this represents reform? 11 You 
I 

see, it has asuppositio!li that it does represent reform. 
·. I : , 

I say it does not. It I s ithat simple. 
: 

If you control all llevels df taxation,· why don°t 
i 

you control the one 
doesn. 1 1:·a.o that~ 

big o]ne ,· the income tax'? This package 
! 

, i , • 

. _ _ -~ENATOR SCHLUT~R: IB~t,. ~on:res~man: •·when. you characterize 
·s9meth1ng as fraud, 1.sn'ti it the impl1.cat1.on that the persons 
·P7;rj_:)etrating this so-cal~ed fraud, which would include the 

. . - i' - , .... . i·· • ·: . . . present Governor and two previou~ Governors, are intentionally 
i 

trying to distort the f aqts whi_ch I donut think they 
· are trying to. do'?· 

CONGRESSM.AN SANDMAN: ·r think the facts'are mis~ 
I . 

represented. Maybe the WfOrd iifr~ud 11 is a strong wordo ·r 
would rather say they ar~ unint:entionally doi:hg this t.o .the 
people without knowing a~y bette:d. Now I. am not at·· all 

. \ 

impressed•withthe fact tihat·two former Governors are for 
I 

this program. Because I isaw each of their programs go down 
the drain arid I talked a~out that today. TheMeyner proposal 
was defeated by·more than a half ,a milliono The Hughes 

I 
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'11 
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proposal that had everything going for it, except · t_he 
people, was defeated. This we donut have a chance to 
defeat because it never gets to the people. This is done 
by a.nu-twisting of the Legislature. Thiso I say, is wrong. 

SENATOR SCHLUTER: Mr. Congressman, one last question~ 
I do want to point out I was referring to Governor Driscoll 
not Governor Meyne·:i;, who was a member of the Commission. 
And I will accept your explanation then that you are not 
characterizing this as a fraud but perhaps a naivete. 

CONGRESSMAN SANDMAN: It is not a fraud in the sense 
that the Governor is going to get the money. I am not saying 
he is. But I think it is a .misrepresentation 0n how the 
money is going to be spent. If.it wasn 1 t 1 he. would agree to 
dedicating.the revenue as a trust fund. 

SENATOR SCHLUTER: Since you raised the question again, 
a!r'e __ you saying that this :misrepresentation is intentional? 

CONGRESSMAN SANDMAN: I say that this is an income 
tax through the back door under the guise of tax reform 
and that is deception, as I understand the meantihg_ of what 
Webster wanted to attach to the word. 

ASSEMBLYMAN BEDELL: You have anticipated all the 
· questions I have had, Congressman. I want to thank you for 
giving us the benefit of your time. 

I am sorry, Senator Merlino, Did you have a question? 
You are not at the table. 

SENATOR MERLINO: You don't have a table big enough 
for all of USe 

I would merely like to say to you, Congressman, ·that 
I am sorry I missed your.initial presentation., But I am 
on your mailing list and I have been keeping abreast of 
your c:cim:nutn.ts, proposals and constructive criticis:cn. I 
can only say that I am rather disappointed that the ad,min-
istration hasn't really paid more attention to what you 
have been saying these past several monthse Eopefully, 
this Committee will take into consideration some of the 
things that you have said" I don 1 t agree with all of them, 
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but I · think there is merit i:a th1;;1 thought that the people 
should more or less havt~ a bigger voice in this so-ca,l.led 
tax reform. 

CONGRESSMAN SANDlYIAl'\f: Thank you very m11chc 
I 

ASSI~MBLYMAl\f BEDELL:: 'I'hank you a9ain, Congressman. 

May I say to the pebple waiting to spE::ak that we 
did pe:rmit the Congressman more time than usual. We beg 
your indulgence. But we have he,ard repeatedly from proponents 

I 

and we are well aware of 'their position. 'l'he Cong-ressman is 
one of the most outspoken·critics of the prog:::am and we 
thought it necessary to h:ave him enlarge upon his areats of 
criticism. •rhank you, Congressman. 

I 

The Committee would like to call on Mayor John Wallace,, 
Princeton Township. 

JOHN WA L L A C E:' 11i1r. .Chai1.1nan, my remarks will 
be very brief and not at 1al 1 sophisticatecL 

I have no prepared 1statement. I do ,expect the Princeton 
•rownship Committee to pass a resolution on this matter 

- I • 

before yo\u and it will be f on.rarded to you during the 
i 

period of your formal he~rings$ 
As you know, Princeton 'I"rnll1l1s.hip is one of those 

.. l".t" :1-.. "~·, d" t mun1c1pa 1. ::.1.e.s wuo,se c,1,\,JLZ,ens , accor l/,,1,ng . o :ma.ny 1 have much 
to lose and little to gai;n through passage of the Grovernor 1 s 
tax policy. Even if you !stick to the published figures alone, 
that statement we belie,ve is somewhat misleading" n1.;miber 

. . ' 

of groups in our COITh'1U.:mi ty will get net tax re1Lef that 
is after taking into accqunt :E'E::,dera.l income. ta::i, off sets. 
These:, of course, include a rrlLi'.UJer of very important segments 

of our cornmuni ty, such as the \elderly, the retired, the 
' ·1 ,.. '1 " · d · " ~a1 " young I a grea·c n:u:rruoer 01: _ower-J_ncomei ar1 m1.c ... e-:1~1come 

homeownert1, coi'.Tmuters, arid after giving effect to Federal 
income ta.x credit, many others" 

·rhis is m.uch more t}ian just a dollars and cents 
situ:&1.tion. ·we feel, that the citizens 
in the suburbs r,;?)cognize our re~~ponsibili ties to the State 
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as ''a", whole, . and that t.he prpl)lerils. of the. cities; are burs 
also, .. tha::t;,':we have ol:>ligat:iqn:s ;to:' do .. ·,all • we. can to;> 
alleviat~- tp~ d.i:c:fi:ctilties of> those cities·,:' and that- a -
:strong. Trenton. rµeans a .strol';lg · Me:fcer Count; arid. hehce an 
,improved•- en.virorunent '_for: all' of µs.. _ . . .... _, 

Un:1:ortunatel:y·weqan't. stdp-the:world .. · Th¢se major 
problems -have to: be dealt:· witho /I b~lieve it i's time for 
a lot.. of µs smal_l;...fowh., 's~burb of.f icep:olders to stand up and . . .. . ., ,, . . ' ·: . . . . 

be count.ep..' . The. tax:·program is right. socially' economicaliy 
. ' . . . . . 

and morally, ahd I am appearing to enclorse theprincipJ.es, 
. . ,.. .. ' ' . . 

.· . object_ives and ,major redommendati6tis of the Governor O s tax 
.. .. . . . . , _, ' . 

.. pol.icy program •. •· 
' ' . . 

. In closing I . I, might po;irit,:.put that th~ owner. of an 
· $80, 000,. house in Princeton ~ownsh.i;p who has $40,000 • of income, ' . •,, .... ,,,. •. 

woµld have a· net_. tax ipctease under the. proposal· of l~ss , 
. - . . 

· th~n 1 .. per c_en,t. To my -~ipd, ·to'< improve the over~a11 · -lot 
of this state and,. in:. ti~t ,_f{irtl,pr6ye the lot of 'the Princetqn 
homeowners' this ts: v~ry_; ': vJr.y mddest payment~ ,, As. you get 
down to somebody who is:. in a: $40 .,00C> house with $20,000 . of. 

' .· . . .. 

income, you are< talking ·"i3.bout a net · t~x increa.·se o;e · 1ess 
than 1 per cent~ ·As you go down the line, you ha-ve a lot· 

: . - - ( - - . . . 

of people that will :'cofue out ahe~d~ 
ASSEMBLYMAN BEDELL: Thank Yciu very much,' Mayor 

Wallace_. Any .questions pf·. tl;l.e: Mayor'? . ( No response .. ) Thank 
you,· Mayor. 

I w6uld· like t6 call' Mrs'o Letitia Ufford/·,. (Not present~> 
Mr. Robert>~o:trey fNot_pi'esent • .)_ 
Mr.· wiili~· Gla.d . .itl~;, 
MR. GLADING: ·i cdm~ with-a tea.;, 

·;· 

:Mr .. ·Assemblyman. 
ASSEMBLYMAN BEDELL 0: Tli~~ mor~ the merrier~ You 

. may proceedo . 

.WI L L I AM. G L A D I_ :N · G: ·_ · .. Mr. Cha,irn:i,an · and members 
of· the Committee, my name is .\i\Tilliar11 J. G).ading. 

·, .· .. . . ' \ ', 
I am.an 

I am here as _Chai,rman attorney f ram Red· Bank, _New J:erseY,e .. ·' .. - ' ,' . ,_ ' . . . ... 
of the Taxation Section of ·the :New Jersey. state Bar Assoc.iatio:n~ 
I would,.like to i~troduce to yot1 bthe:rc :.officers' of the. 
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Taxation Section, who will testify concerning some of 
I 
' the specific.proposals pending before your Committee" 

To my immediate right is Jpeonard Goldberg, an attorney from 
Newark I New Jersey, "-who is the Chairman-Elect of the 
Taxation Section" To his.right is Laurence Reich, who is 
a Vice Chairman of the Taxation Section and also practices 

I 

in Newark, New Jersey, tolhis right is Saul Wolfe, who is 
the Chairman of the Coi;nmittee on Property Taxation of the 
Section of Taxation of th~ State Bar, and Saul also 
practices in Newark. 

The positions that 117e present to you with respect to 
the ta::x reform program in.general have been endorsed by 

the trustees of the New Jyrsey State Bar Association and 
are incorporated i,n a report prepared by the Section. 
With your permission, I would like to offer a copy of this 

I 

report for inclusion in trie min.utes of your Committee hearings, 
although each of the legislators have previously received 
a copy. I would like to incorporate this in the minutes 
of your meeting with your permission. 

ASSEMBLYMAN BEDELL: So granted, s.ir. 

MR. GLADING: I would also like to make an observation 
concerning the package of specifiQ bills which have been 
introduced. 

As you know all too!wetll, there has be's:!n a minimum 
of time available for a ctit:.ical review of these many bills. !· .. 

Members of our Taxation Section have been able to make a· 
preliminary analysis of some of the more significant proposals 
and we will comment on those this morning. 

We would also respectfully request an opportunity 
to submit a written supplement to our oral remarks. However, 
we must report to you that our examination of the income 
tax bill, Assembly 1250, in particular, is incomplete. And 

•. 1 

since we feel that this is a key proposal, we·request that 
additional time be allowed to review and present comments 
on the income·· tax bill. 
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In ou.r p~eJ.imi,nary analysis, we have discove~ed 
several technical deficiencies and we suspectth:atthere 
are many others. Mr. Goldberg will point out to you E;lOme 
of the technical deficiencies.,. 

As indicated in our conclusions with respect to 
the ~ew Jersey Tax Policy Committee Report, the Bar Association 
recommended that the piggyback approach be given further 
consideration by the Legislature from the standpoint of 
simplicity and efficiency in the imposition of the tax,_ 
in the collection of revenue, and the administration of an 
income tax systeme 

In the light of our preliminary review of the income 
tax bi:11, we feel even more strongly that further con~ideration 
of the piggyback app!oach is justified. In any event~ we 

_have concluded as of this moment that the income tax bill, 1250, 
should not be passed by the Legislature without further.time 
,for a complete analysis and report~ 

There a::t:e other bills pend,tng,before this Committee 
which we have not had the time to study adequately. Several 
of those relate to the corporation.business tax,a:nd.the excise 
gains tax ;o,n other types of businesses. These proposals 
represent significant.changes in the taxation aff~cting 
the business community and we believe that they too merit 
further study before enactment. 

We thank you, gentlemen of this Committee, on beh~lf 
of th~ Bar Association for this opportunity to p:resent our · 
views on this important matter and we would like to assure 
you of our continuing interest· and our availability b? 
discuss any questions which you may have. 

I would like to present now Mr. Leonard Goldberg, 
who will comment specifically on the income tax bi,11. 

ASSEMBLYMAN APY: Mr. Glading u before Mr •. _ Goldberg 
comments, Jet me just ask this question both of you and of 
the Comm:i, ttee: You have. indic~t,ed that you would like to 
have time for further study, which we very much_appreciate 
and would l,ike.to have. qan you or Mr. Goldperg give us 
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ar), indi.cation·timewise? Deadlines are the best way to get 
things done. 
reply? 

Can we knov~ when we; can anticipate having a 
! 

MR~ ·Gl,J¥.:D~TG.•:: ·· We think that we would need at least 
30 days. In the week tha!t we have had since we received 

I 

a copy of 1250, we have~ h!ad committees studying it and 
the technical deficiencieis and defects that we have encountered 
seem to us to necessitat~ an almost line-by-line comparison 
with the Internal Revenu~ Code on which this is presumably 
based. Now those sorts of problems evaporate and disappear 
completely if you gentlemen would consider a piggyback 
approach~ We need a min.iJmum of 30 days .if we are to 

I 

consider this bill and th!en comment on it intelligently. 
ASSEMBLYMAN A.PY: Have you had an opportunity in 

developing your study to isit down with any.representatives 
·ot the administration who actually drafted the bills? 

I 

MR~ GLADING: No, sir. We actually requested that 
opportunity j and probably ;because of the time ,schedule, it 
was not afforded to us$ 

ASSEMBLYMAN APY; If that were possible, do you think 
it might help you 

MR,. GLADING: 
out in te.rms of moving along? 

' We would be very happy to sit down with 
the 

I 

drafters of this bil] and see if we could coordinate 
our expertise with theirs to see what could be done to 
correct some obvious deficiencies which Mr. Goldberg will 

I . 

refer to. 
ASSEMBLYMAN APY: My question to the members of the 

Committee is this - whether or not, in light of our schedule 
I 

and everything here toaai, we ought to proceed with this as 
! 

far as they have gotten 6r wait until they put the whole 
package together. I am just thinking about this specific 

' income tax bill. Do youiwant to go ahead and get the 
I 

reaction so far? 
ASSEMBLTI1AN PERSKIE: I would like to hear some of 

the deficiencies. 
r 

ASSEMBLYMAN APY: . ! You want to get their reaction 
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so far~ O_ .. K., firle.. Ljust wanted to find out what the 
Committee wanted to..do. 

MR. GLADING: This is a very pr~liminary evaluation of 
the billn As far as we ha;v:e goneo we s.ee problems. Mr. 
Goldberg will describe those problems. Again, Mr. Apy, · 
we would be very happy to sit -· down with anybody who is 
interested in corning up with a fair and equitable income 
tax proposal. 

Mr. Goldberg ·-

L E O N A R D ,·. G O L D B E R G: Before addressing myself 
to the technical deficiencies, I just want to ampl~fy 
briefly what Mr. Glading mentioned with regard to our 
now endorsement of·the piggyback alternative~ I am sure that 
most .of you gentlemen are aware of the general outlines 
and probably a good deal of the detai,ls of the so..:..called 
Mills Bill which was reported this past April·by the House 
Ways and Means Committee. At the time that we prepar~d-the 
report a which Mr. Gladin9 previously referred to, we· did 
not have the benefit of that bill before us arid h'ad sug-
gested further study. 

Having seen the Mills Bill, we believe that a bill 
in New Jersey along the lines tailored to conform with 
the Mills Bill would be the most feasible alternative~ 
If the Mills Bill does pass Congress, we think it would be 
foolhearty for New Jersey and very expensive for New Jersey 
to put into effect an entire duplicate tax Structure in 
terms of collection personnel as well as ·interpretative and 
administrative personnelm To now pass this bill arid' ·start 
gearing up the type of bureaucracy and organizational 
structure which would be required to implement and·enforce 
our act in 1974 and then seek to shift ground if the·Mills 
Bill pases, we think would-account for a good deal of 
wastage. Even if the Mills Bill does not pass Congress -
and the:re is·· a good deal· of· thinkirig that the Mills Bill or 
some form thereof will pass Congress - but even if it does 

' not pass Congress I we would ·be' in favor of a piggyback 
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i 
alternative because of the reduced administrative cost 

I 

to the State of New Jers~y and the reduced burden upon the 
I 

individual taxpayers in tihe State. 
The only argument ~hich we have heard advanced to 

us against the utilizati~n of a piggyback alternative or 
a Mills Bill approach is lthe concept of the_ sovereignty 
of- the State of New Jers~y and that we want to have our own 
modifications~·- While we !are sympathetic to some of the 

I . modifications which have !been suggested, we believe on a 
. . 

balancing of the interest! that the administrative ease and 
. . I ' 

cost-saving to the ,State iof New Jersey and to the taxpayers 
thereof outweigh the few ;modifications which have been 
suggested which could notr be accommodated in a piggyback 
approach~ 

' Specifically,. we wduld endorse t,he use of a piggyback 
approach as a percentage iof the Federal tax, since this 
would build in the gradu~ted tax structure of the Federal 
system as well as to buitd in a separate rate schedule for 

i i • 

different types of taxpa~ers - married, head of household, 
single individuals - whi9h we had in our previous report 
which has been submitted !in evidence to you this morning, 

I • I • 

&o wef·:,.ntj.otse t.he tis$;:1o;f,j:?'epa:tate rate schedules in 
recogniti_on of the famil~ unit as being the basic tax-

. i 
paying entity. 

We further go on tq suggest.whether or not you 
I 

immediately enact a piggYiback alternative, there should be 
I 

.a constitutional amendmeritof the Constitution of the state I . . 

of New J~~sey to make it [clear that the New Jersey Legislature 
can incorporate by refer~nce and adopt~ piggyback approach. 
So even if we do not now;have a piggyback approach, if the 

I 

Mills Bill does·pass and :we later want to have a piggyback 
approach, we can avoid sqme of the constitutional questions 
which have been dis9ussed in connection with the entire 

I . 

tax package with regard:tio incorporating the Federal law 
by reference. 

i . If· it is now adopted, it would probaply be n_ecessary 
. . . I 
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to have a· backup -title in much the -same· fashion-· :as 
Chapter 9 of Assembly Bill 1250 is an alternative backup 
proposal to ChaJ;>ter 2.of·that bill in the event of its 
invalidity. 

Going further and assuming for the moment this . 
morning that we are not now going to enact a piggyback· 
approach, I want·to comment on Assembly Bill 1250 as 
before you. As Mr. Glading indicated, we strongly urge 
that passage of this act be delayed until the Bar Association 
and other interested professional organizations can analyze 
and offer comprehensive technical critique and comments. 

I was in meetings all day yesterday and the day 
before on this bill with various members of the Section and 
I think it is fair to report to you that a very preliminary 
analysis of this bill by just a few members of our-section 
indicates numerous technical deficiencies in the bille 
By technical deficiencies, I am referring to matters· 'which 
in our belief are not necessari;i..y controversial and that: --
there will be agreements on once the problems are recognized. 

Rather than go on ior a few hours to illustrate all 
of the technical deficiencies which we have, perhaps I can 
illustrate by mentioning three or four items as illustrative· 
of what we are talking about. I should preface that by 
stating that it is my view, and I think the view of most 
the members of the Section who have looked at this bill, 
that the bill in a number of regards indicates a miscompre-
hension of the structure of the Federal income tax and 
particularly the interplay between what deductions come 
from gross income to adju·sted gross income and what · deductions 
come from adjusted gross income to taxable income. This 
becomes important in our bill which uses as a tax base 
concept adjusted gross income as defined for Federal income 
tax-purposes. I think there are a number of glaring gaps 
in some· cases and over-laps·in others as a result of this 
miscomprehension. 

Another; type of item which the bill is·deficient in 
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and a specific exa:mple of one of the deficiencies is~ lack 
of correlation between th;is bill and other provisions of 
other taxing statutes in ~ew Jersey. The base, as we stated 
before, for computing Newj Jersey taxable income .is 
adjusted gross income for; Federal income tax purposes. 
Under Federal law, this wpuld include all of the stockholders 1 

share of the earnings of what is referred to as a Sub-Chapter 
I 

S corporation~ that is, al corporation which doet.v:hot .elect 
to be taxed as a corporation but the individual stockholders 
pick up as part of their income a. share of the corporation's 

I 

income. 
Under present law in New Jersey, a Sub-Chapter S 

corporation is subject to, the corporate franchise. tax. No 
! . 

amendment has been propos~d to that act. The result would 
I 

be, if no further amendments are made and 1250 is passed, 
there would be a double taxation on the earnings, once at the 
corporate level and once bn the stockholder level, not 
in the same way as dividebds but even if undistributed in 
the corporation. We believe that this is an unintended 

·. result that would be clarified if attention was called to it. 
... It. is inconsistent with the. Federal system. 

Senior citizen's tax creditu. the amount of the credit 
in Assembly Bill 1250 is, ~ef ined by reference to "gross 
;i.ncome. 11 Yet I, at leastl in the time we have had available 

I 

have not been able to find anywhere in the.statute a 
definition of ugross income. 11 The entire concept that 
we have is a concept of a?justed gross income. If they 
really mean gross income !Ln the usual sense of the word, 
we believe that it would operate in an inequitable fashion. 
Let us take the example of the person who operates a corner 
candy store with $10,000 bf gross sales or gross income 
and has $8,000 of expenses or the senior citizen who has 
a little business on the side and has $2,000 net income. 
Is he entitled to or not entitled to the senior citizen 1 s 
tax credit? A look to the definition of 11 senior citizen" 
doesn't help, because there they shift around and refer 
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just to income without specifying whether they ar~ 't.a:rk.ing 
about grosti,.. adjusted gross ot· net income~ Thi~ i:1s ' 
definitional problem, but it is illustrative oi a ntiinber· 
of definitional problems that we have found within the 
bill • 

The last one which I will indicate·to you now is 
another form of double taxation dealing with the·interplay 
between Chapter 3, which disal'lows a deduction for excess 
investment interest, and Chapter 10, which imposes a 
minimum tax on certain items of tax preference, including 
excess investment interest~ After disallowing the deduction, 
they hit you with an additional tax on it. 

·Again.this is inconsistent.with the Federal system 
and defies any logic to say something which you are not 
allowing as a deduction is an item of tax preference. 

I could go on but I think that this is enough to 
illustrate the type of things that we are concerned with. 
There are numerous others.that we have been able tOidentify 
so far and what we are concerned about is that there may 
be many more on further examination which we would.uncover. 

'If" you have no questions, I would like to introduce 
ASSEMBLYMAN "PERSKIE: I have a couple of questions. 

It all actually comes under the same general heading. 
I was originally going to ask you about the piggyback 
approach, but your three examples sort of fit in. You 
have indicated three examples and apart from the purely 
definitional one, the senior citizens, let's go to the 
other two for the moment~ You have indicated in one 
instance' there is a double taxation ·- I guess in both 
instances there is a double taxation - and that, therefore, 
because it is inconsistent with the Federal, it is irrational. 

My basic question was originally going to be - and I 
will use these two examples as buttress - the Federal 
government in its income tax provides certain exemptions 
'and deductions and exclusions· which it does as a matter of 
policy on a nationwide basisc' Ifwe adopted'a piggyback 

., 
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•·•·• ::;::t ~e;:~;lt/:0::~~t;:t0 i:.!!e:n;:eif ;~:t:trs······.··· 
~:;::!,.they would b~ · benef· mal t the cit. iz"":.::.f .. , .. : New., .· .. 

. MR. GOLDBERG: Yes I we wo1.,1ltd •. The Ta:i .. Policy Committee . 
l . ·,1. . 

and really the underlying!;theory pf Assembly Bill 1250, 
as well as.· the thinking o!E mo~t p;eople who have considered 
state ~ncorri.e ta:x:atio:1 s·taf utes ;' J::'Fcognize that we cannot 
start to construct our oJ New Jeirsey.Internal Re,vemue 
Code. We must ~tart wit~la ~as.isl of the Federal, _otherwise 

we: a~e g()i~~ tc)hav~:. a ~.relife_r?tron 0~ laws: f°.rrns,. 
interpretat;1;ons ancl. 1adrn:1nllstra1p.v~ bodJ.es .wlr:.ich w,oulq . 

· pe ·,u9neces~.c1ry ~nd qupl}?rt~v~; Eb in, an~r, ~vent~/~e start 
wi~h hav:in,g a _f~~.:mo:difi91·· tions, Qf th.e .Fe,d~:t;al.~. ·\ J:t• is our 
v:i:.ew that ev~ntho:ugh som 9f tl1,o~e.modi~.:i..cations maybe 

:;1:i~~:~n!0
,,:~::;\ li!,i:::t:;: • :!a:::tn:~:°'.:ei-

··:ii::t:;]t!!et!1~:z:f j!?:::\ :::::e.1:::et:/intiltte •.· • 
'bureauci'cicx- of tlie ;Stat~ hover~;~r-t.1 ".'le :woui~ .• :c'o~e oiit 

. strongJ..y in favor of: givihg up th~ rnodi!icat.;i.pns./ . / • . •.·.· .· • c~rre}::~:r,s::e:K~!L~u~:f~::1::i:iJs;ik5t · . 
basically ¥bu ci;Fe '.~in<J. J~~t a,e.cf si~r1 fro~ the !':~r~peci:i;e ···• 
of · the ieas~ . of ciclmJ.~~st;-ario.n and/ the. cost· q;E adrn1n;i.s.tra tion 

.c,f ... a ... state ... J.ncome· tax'? .. :.Nld. I ,ag;r~e, .. the_clq·~er ~e .. c~~e·' 
to lhe· feder~l~, the e~siek it is. ~~_aclm.inlst~r. ·:aut:.:i~n!:t 
it ~{ f_act 't~~t t:hat Fectsfo~ is brsed 0~ the administ_r~tive 
aspect rat. l:ler than any particula,rl ciu:estion~ of tax_ pol_J,.C~? 

. , $,. · GOLPBERG: Tha,t is corr~ct-; , _ · 

/\ssEl<!Br.:lMI\N l'~fSKlEl :fjo, th W"Uil:ple,i ~nen ~u_rint 

··•::~:;:;:~d~!;I•· ;~;~~i~~:i:r::t!i;f ~~i;~:~=t .·· .. · .. :· .... 
corporations, . trJ.at }?:~co.m:~f· ~p,t ~n{ s.drni~i:$1:J::"~~t~?~ qu~s.tion. but· 
one :of·-tax :policy~- doesh't i.'t?' 1. · 

·::~ . -~: ~'·, .: .. ,. .·1. 

r . ' . 
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MR .. GOLDBERG: I don' t believe so.. We are n_ot 
c,::oncerned about the aspect of double taxation where a 

', ·. . : .. . ', ·.,-·,., ; 

co~oration ,· a S_ub S or regular corporation, decl_ares a 
dividend so that the individual taxpayer actually 
receives money. The way the Federal law operates is that 
if you so elect, notwithstanding the fact that the corporation 
may not give its stockholders any dividends and may not 
have any money,and keeps it undistributed, they can elect 
to have that taxed to them and the.corporation will not 
pay tax. I am not even addressing myself as to-· whether you 
cure this - I have definite ideas on that~ by saying that 
we allow or do not allow a sub-Chapter Selection in New 
Jersey~ But there is no logic to taxing an individual on 
income which he does not have and is merely a buildup of 
his equity in a corporation. That is not the traditional 
form of double taxation. When it is a dividend to him, 
it will be taxed to him. Or, if you allow a Sub Selection, 
he elects to be taxed on the income when it is earned by the 
corporation. 

ASSEMBLYMAN PERSKIE: Thank you0 
MRQ GOLDBERG: If there are no further questions, 

I would like to introduce Laurence Reich who will address 
himself to the sales and use tax bills which are before you. 

LAURENCE R E I C H: My name is Laurence Reich. 
I am an attorney in Newark, New Jersey. 

Addressing my remarks with respect to Assembly Bill 
1251, which is the sales and use tax amendment bill, I 
would commend to the Committee the report of our Sal~s Tax 
Committee, of which I am Chairman, .which ,is reproduced in 
the_ report of the Tax Section of the State Bar Association, 
which has been .submitted as, an exhibit for the minutes of 
this session • 

. The A_s,sembly Bill. has generally followed the 
r.ec<;:>mmendati,ol'.ls in most impo_rtant respects of t_he Tax _ 
Policy Committee, of which we were critical with re9ard 
primarily to the tax on all services generally. The reasons 
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are stated in our report. Primarily the reasons may be 
summarized a.s follows: 

Pirst, ·the taxatioP. • of a.11 .services, as distinguished 
f:rom ,sa.les of personal property and as distinguished fx:-om 
service,s connf"cted. with tc1.n.gible persona.1 property which 
arE:! preser.rt.ly r3ubject to ·b~x .in a JTumber of a.reas, poses 
very ,se;d.ou.13, w·e think inso1,;.;,:abli2, jurisdictional 
problems, The,se are not :tt1ere techr:d.ca1i ties - the question 
whether a ,service is perfi)rme1d w5 thin t.he State of.: New ,Jersey 

I 

so a.s to be subject to tax: in New ,Jersey" In the c;a.se of 
sales of tangible property, there :J,_s little problem. In 
the case of services vih.olJ_y unconnected with any tangible 
pJ:,-opE:,r.ty, thex:e are great problems , great difficulty" 

'I'hf) bill does not splve this f 1a.w .in the Tax Policy 
Committee Report, , in :fact, in some instances 
compou.nds • J 

J. C • For exampl~, in spr,::,ak.ing o:e sale for resale, 
it is rat.her difficult to; conceive of when a sale of a service 
can· be deemed a sa.le for ;resa.1e. 

The use tax, for much the same reason", is ineffective. 
To pick up those services which will be rendered to New 
Jersey residents by out-of-state practitioners, the result 

I 

will be obvious. It will shift the performa.nce of services 
in many instances from Ne·lN Jersey pra.cti tioners and New Jersey 
service industry to out-of-state practitioners, out-of-stQ.te 
service industries~ 

We questi.on the unlimited coverage of all services 
generally with a. few specified exceptions. I submit that 
th.is frame"rork of the will result in practice in 
subjecting of services to. a sales tax in many areas in 
which this is not intended or contemplated or believed to 
exist. I contend to you :the fact that the service sales 
tax would be equally a.ppl'icable to banking, brokerage, and 
in,sura.nce act:Lvities in. m:any areas as it is to the practice 
of 1a:w, the practice of abcounting and the practices of 
architectu.re · an.d engin.sering, v,rhich are clearly understandably 
comprised within this area. 
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The e~d~ptioni ;'' ino:teo~er'; are without rati~na:le 
and consisteiic:f-fof the m~~t pa.rt. Putting to one side 
the obv'ious exceptiC>~-f~rmedica1 andderital services and 
exception fcir barber shop and beauty services; wh~ an 
ex~ption for.shoe repair:i? Why :E'or employment agencies'? 
Why, moreover, ·tor advertising, 'something which I dori't 
believe was. ·in the Tax. Policy Committee Report but is 
included within Assembl¥ Bill 1251? 

Finally, ·there is the overriding problem First 
of all, we are not aided in the solution of any of these 
problems-by reference to the law of any other state. No 
other state has attempted to impose·a tax upon services 
generally-which Assembly Bill 1251 purports to· do -and'would 
do if enacted •. 

Now it is somewhat paradoxical for a state in the 
geographical and business-position bf New Jersey to be 
the first to attempt such a move. Situated as we are 

·between New York.on one side and Philadelphia on the other, 
the result is goi~g necessarily to be a shifting, as I 
indicated previously, of business to service industries of 
those two metropolitan areas. 

In this respect_, obviously· we are -speaking for the 
State Bar Association, which is comprised of lawyers who 
would be affected by this. But let me state that the legal 
profession would perhaps·be less affected in this regard 
than many other professions. · For example, ·architects and 
engineers who operate on something of a fixed fee schedule, 
have to be in direct .competition in measurable terms with 
their New York and Philadelphia counterparts and itis not 
necessary to goto a- New Jersey architect merely because 
you are building a building in New Jersey. The New Jersey 

·Bar must be_resorted to in many·instances where you cannot 
go to·a New YOrk'att.or-ney:or Philadelphia attorney .. 

We further· suggest:: ,that .this may well have a counter 
.. , productive resul:t in terms . bf.: revenue•: production- which will 

reduce .:j:he' anticipated revenue .. from. the sales tax and indeed 
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reduce the tncome tax revienue because you will. b~ reducing 
the income of service ind;ustries in New Je;rsey. . . .. 

. . i ·. ..· . • · .. 

In our r~port we hatve suggested, although we do not 
I • .• 

favor it, if the revenue p~eds are deemed sqfficiE:mtly 
,. ' 1· .. 

critical to war:rant some f9xtension of the sales tax base 
to .include services'. that! many of the problems which 
relate to non-property-connected services would not affect . . .· . . . . . . I 
property-connected servic

1
es t for example, laundry a.nd 

d~:y cleaning; for examplef, the construction businesp. · It 
is rat.her difficult to copstruct '.a building in New Jersey 

' . 

in New York, quite impossiible obviously~ •rhis would by .· I _. , 

the estimate of the Tax Pblicy Committee - these two indi;i.stries 
• i I ·• " 

would produce $104.7 mill~on out of the :total $154 million 
which the Tax Policy Comm~ttee·estimates for all services 
and that is quite a signiificant sum .. We say again we do 

' .· . i 

not, favor this~ but it is: an alte,rnative which, might be 
considered by this Committee. 

. . ' 

If there are :n.o qu~st~ons in this area., .I would like 
to present Saul Wolfe of rewark who will speak in regard 
to real property ta~. 

SAUL A~ 
I-would like to 

i W 0. L FE• I • 

apologize·l for 
i 

Good morning, gentlemen. 
not having a prepareq, text 

to .. spread· upon the record!, but I received · the invitation . 
. to participate in this prksentation yesterday as I was 
congratulating my wife in] the hos![:>ital on the arrival of 

I ' our first child,. so I hop~ you '11,ill bear with me as I 
ad lib these remarks,. 

At the outset,· • therb . are tv,,:o particular bills ~ihich 
! 

one might characterize asl sleepers in the over-all package. 
. I . 

The first, which·has rece!i.ved a great deal of attention in 
• • • I . •• 

the report of our c_ommitt~e, is 1288, .the bill that provides 
. I : 

for regional assessing districts. · Our committee .recogni.zed . . . i . 
the concern expressed by ithe State Tax Policy.committee 

.. and supports the objectiv~s, that all assessors be fulJ_,.,.time 
! 

assessors! supports the ep_iminatio:n of Boards of Assessors 
and elected assessors, an~ the creation of taxing districts ! . 

! 
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sufficient in size to justify the employment of full-time 
. • ,.· i 

assessors. However, our committee opposes the appointment 
of assessors by the Director of 'I'axation as, recommended 

• l • 

in 1288 and recommends that the assessors continue to be 
appointed by the governing bodies of the districts in which 
they are situated. 

We did feel that in order to implement these recom-
mendations, it would be necessary to provide that a time 

' . 

limit be established within which all municipalities in 
N~w Jersey would accomplish the employment of full-time 
assessors, either individually or collectively under the 
Joint Assessing statute, and that upon failure to do that 

.,, . ! 

within that reasonable time, then the Director could create 
joint or single assessing districts as he saw fit and have 
the opportunity to create the full-time assessors that 
we recognize is required. 

The Tax Section of the State Bar Association recognized 
that the in.tent was merely to ,create assessing districts 
large enough to support a full-time assessor and we see no 
virtue in bigness alone and we are opposed to large multi-, 
municipality taxing districts. 

Now the other bill that has not received much attention 
or publicity is an amendment to the business personal 
property tax. As you all know, the main feature of that was 
to deal with the increase in the rate. However, the bill 
before you also purports to redefine and substantially broaden 
the scope of business personal property. 

ASSEMBLYMAN APY: Excuse me. Do you have the number 
of that bill? 

MR. WOLFE: Yes, sir. It is 1257. 
As you can see by an examination of that bill, while 

it does increase the tax rate, it also very much changes the 
definition of business personal property a.nd includes as 
busine~,s personal property that which had previously been 
deleted by virtue of being attached to the freehold in such 
manner that it could not be removed without substantial 
damage. 55 



The impact of this may be to result double t_axation 
of such machinery and eqpip:rn.ent since under our real property 
tax l.,;IJ"7 those i terns ,are pr$sen.tly taxed as real property 
or it may be the intent of the author that ·with this 
sleeper, the municipq.l tttx base would again be shrunk by 

taking away from the munfcipc,1lities that machinery and 
equipmt:>.nt which is presently taxed and adding it to the State 

In any ev.~nt, this! was not recommended - this legislation 
was not recommended by tµe Sears Report. The Sears.Report 
took a. different view. ~t s1..1ggested that regulations be 
enacted by the Di::rector., • Our committee, dealing with the 
Sear,s Report and not with this bill,. opposed tha.t recommendation. 
We :felt that the law of lllTew ,Jersey has evolved and is 
continuing to evolve 1.;i.po:~. a decisional ba.sis, It is almost 
impossible to define either by regulation or legislation 
every ca.tegory of machin~ry or equipment that ought to be 
included as real property or excluded and taxable as personal 
property, as has been attempted here. 

' Wi.t.h regard to 1261, the mobile homes bill, we support 
that bill in concept. H9wever, we think it is drafted in 
such fashion as to raise,horrendous problems of administration 
and we think it needs toibe revised substantially, although 
we do support the concept. 

We are concerned about the pipeline taxation bill. 
That is 1262. This seems to establish a standard of value 
other than that required :

1 
by our New Jersey Constitution and 

·we are very much concerned about it and recommend that no 
action be taken on this bill, but that the matter be 
restudied and that ap_proI?riate legislation be submitted in 
this area,, 

Wi.th regard 'to 1273 on county tax boards and appeal 
procedures, we feel there is a necessary change that should 

! 

be ma.de in the statute iri line 5 .• And it talks about a 
taxing district which feels "discriminated against." That 
language has been used heretofore to limit the right of a 
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.. municipality to correct an erroneous assessment on 
appeal. The feeling of our··· Section and bur co~itte~. 
was· that this should be ;hanged to' "feels •'aggx\e;·~d" so 
that a ·municipality co;lld bring the ·probiem' b~fO~~ the 

. County Tax Board or before the Tax Board, as appropriate. 
We als6.note that that biil deals with petitions being 
signed by petitio'ners or\3.gents and we felt that attorneys 
should properly be included. 

With regard to 1264, the· county tax board qualifications 
bill, this is not in our report. It was not ·submitted·. to 

'·the trustees of the State Bar Association. We had not. 
seeh that bill& But it•·is. the.view·of our Real Property 

.. . 

Tax Committee and Divisic:m of Tax Appeals Committee that 
that should co~tain some ob'jectfve criteria rather than 
the broad language that is in the proposed billQ It is 
the ·suggestion of those committees that the bili be amended 

· to require a requirement that within one year after appoint-
mellt to' b.·county tax board, the member so appointed be 
required to pass the written'exaniination presently required 

• • • J 

for appointment'or election as a certified tax 'assessorm 
We are not interested in imposing the educational or other 
prerequisites@ It matters not how that member attains the 
necessary info~ation toJpass the examination~ we merely ' 

. . . ' : . ' . .. -

would want 'him to be able to demonstrate by this objective 
criterion knowledge in the area of appraisal arid of assessment. 

With regard to Bill 1265, which deals with.county board 
procedures~ we feel that there is an erroneous deletion 
from that bill. The bill in the amendment deletes the 
requirement. that the county boards 11keep a fu'll reco{d. of 
their proceedings. 11 We think it is imperative·that the 
county boards keep a full record of their proceedings and 
urge that that portion of the amendment be restored. 

1266 is a very complex bill which d~als with ratios 
and discrimination&·· Our Secti~n and the State Bar Association 
have endorsed this concept in principle, but find the bill 
in its present form rath;r·· confusing and would recommend 
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that no action be taken at this time until ther.e could be 

further clarification on that bill. 
' ' 

W:j.th regard to f.arn).land a.s.sessments, we urge the 
adopt:l,op of increased ro1lback req11irements i:3-S originally 
recommended by the Sears !Report, We also recommend .consider--
a.t.i,on of further action .tn order to implement the ultimate 
object:i;ve of pre03ervatiod of open spo.ces. 

W:ith regard to 1274:, which deal.$ with the· taxation 
of county property, and 1298, which deals with the taxation 
of certain State property, we feel there is a glaring 
om.Lssion, although we support those bills; that .is, there 
is no :r::ight of appeaL, 1he b:i,11s specifically preclude a.ny 
appea.1~ We fef:,;L that both the municipality and the county 
or the State, as the cas~ may be1 should have the right to 
appeal to the Tax Court t:rom a determination, just as any 
other taxpayer or any otb,er municipality ;in any other tax 
appea.L We feel this is a glaring error in those t\J\ro bills o 

We note that there .ts no l)ill in the tax package 
presently pendin.9 before you, al though there .is one in the 
Senate, ·l;:.o create the Ta;xi Cou.rt~ Many of thE:}Se bills deal 
with a Tax Cotirt '3.nd we would urge that. you at the t.ime 
when you deal with this subject al,so d~al with the Tax Court1 
which 1.,.;re applaud a.nd we f'eel would be a. great step forw:frd 
in the over-all property !and inheritance picture in New Jersey 0 

We endorse the bill that :gives. the court jurisdiction over 
transfer inheritance tax problem.so 

ASSEMBLYMAN APY: Let me interrupt you for just a 
second and note something: you have no wa.y o:f knowing. j\.ctually 
the bill doing that will be introduced on the 15th. It 

I : • 

ha.s been given a number wd.thin thi.s series~ It is going to 
be Noe 1289, along the lines of S 502, with certain other 
modific8-tions. 

.MR •. WOLFE~ Thank you,, 
A)3SEMBI,Y.MAN APY: The Committee noted that omission too o 

rrab t' h ·t " . " ., .. q. · s w.y i :ts go1.ng 1.ne 

A,?SEMBL\'JYLAN PF,:RSKIE:.; A few things, we note" 
ASSEMf3L'x1\IJ,AN APY;- tJli.$ committee as di;3tinguished from 
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the Sears Committee~· 
MR .. WOLFE: We were quite divided on the issue bf 

12 60, which deals /,with · the>apportioriinen{ : 6f ·. publ.ic utility 
revenues o Heretofore Q ,' i.n New Jersei O, i:f ''you haff 1a ''smelly 
old generating plant :in"your rri.Un:ici.pality,· you collected 
a revenue from that. Under the proposal..:: it.Us hard to 
tell from the caption of the bill :.. but. there i~··the proposal 
in there, 1260, and the effect of that would'be·to redistribute 
around the county the revenues that the mu.~icipality receives 
from such utilities" 

Our committee was·divided on. -this biJ:l. We call it 
to your attention for your consideration, but it' is· important 
to at least khow what that bill is'accomplishing since it 
is hard to ·tell from the· caption.· 

•· ' Our 'committee f·elt that Bill:>1300, th;at us site-value 
•taxation, was one about.which'we had grave reservationse 
Substantial doubt exists among our committee as ··tb' the 
pdssioility of any beneficial·effects to be obtained by 
thisu:h6rthdox method of assessment~ And we· recommend· 
that . there be no en·a:bling legislatlon until ·such -time . a:s 
there is further study of experi:mentsthat"are· presently 
being conducted· on the subject of site.:..value taxation. 

We support the property tax J:imita'tion concept· a:s' 
set f cirth in the bills pending before. you and we suppor·t 
the ·concept of the direct ·appeal to· the Tax Court in'•.· 
matters·where· the valueexceeds $100,000 .. 

I 'believe that this in general covers·. the ·basic 
principles that we wish to bring to your attention here 
today'. I would s.e::-yc to the extent that we may be of any 
service to your corninit-tee or· to the Legislature•in general 
with regard to.: ahy technical 'changes ln these bills / we. will 
be happy to assist. , We are not condemning the authors' of 
the·se bills~'. We think that they' h~ve done a g6od job in 
·the limited· time they 'had ava:i'lable,· but we felt; with the 
expertise orour·cbrnrniftee;;perhapswe could: render.some 
a;ssistance ·'t.o, improve: these{J:fills~·/: 

I know I have taken ten minutese I would like to 
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impose on the committee, lif I may, for about two minutes 
mo:re. l 

ASSEMBLYMAN BEDELL:I May i interj~ct and ask:· The 
i services you offer to_rerider, are they 
I 

interest~ I mean, are thJy gratis? 
i I 

MR .. WOLFE: 
I 

ASSEMBLYMAN 
Yes. 1 

BEPELL:i O.,;K. 
I 

in the public 0 s 

MR., WOLFE: As are imany services of the legal 
profession, I might add. i . I 

MR. GLADING: Thes1 services are gratis. If some 
of these ch~nges aren 1 t ~ade, they will be paid-for 
services later on. 

I 
MR., WOLFE: You m1y recall that I appeared at your 

hearing in Union at the 1'jewark State College, not as a 
I • 

representative of the State Bar Association, but personally, 
. I 

and I asked if I could cdme back and see you after we had . . I 
a chance to look at the ~ackages 

. ' ! 
I would like, if I !may have the courtesy, to take 

about a minute and one-h~lf as Saul.Wolfe, not representing 
the State Bar Asso.ciatiotj, not representi,ng any organization, 

I 

but as_a citizen of New Jiersey. 
! 

I am quite concerned.about the problems. in all of the 
' ! 

bills that we have discu~sed with you. The climate in 
I 

New Jersey seems .to be e~ther ycru are for tax. refo:rm or 
you are against reform~ YiOU have to take t1:le whole package 
or none of the package. iAnd indeed I criticism of part of 
the vackage plays into th!e hands of those who would oppose 

! the entire package. 
1 

As a concerned citiJzen supporting the over--all 
principles of the packag~, I would urge you to give serious 
consideration to the poss!ibility :of segregating the vital . , I . 
parts ,of the package i · th~ income tax, the statewide property 
tax1 the various s:pecifiq half-dozen or eight bills on 
which the whole reform s-dands or falls, the issue of the 
new. structure of public fli~ance. in New Jersey': I think 
that many of the objecti~ns deal. with other bills.·. "Jou 
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could buii.ld a strong fourJ1.:da'tiotii'inovt'.ar:;.d· dea1 ··w.ith.: the 
-other .-matters at your leisu1:'e b:Y"-put ·the' f-raming -around 
the foundation and build from there; '" .: J 

, ·· 'I-'wbuld urge you not .. to get· bogged dow.n in ''the 
kinds-:of details that"we ·have addressed ourselves·>to-, 
with rega-rd ·.to .. spec'ific bills. which are not ·essential to 
the• totality of· the · problem and that we may in the . future 
get·t6 thoseo 

-.: Thank you f o:r .••your' courtesy o 

. ASSEMBLYMAN BEDELL~ Sir o . that is· the intent · of the 
Committee. 

MR" GLADING:. Mr., Bedell, may I say on behalf of 
the Taxation Section, our committees will continue studying 
all 5 7 of'. these bills~ · We will be preparing written resumes 
of our conclusions. May we offer.them-to your committee'? 

ASSEMBLYMAN BEDELL: ·We will welcome them; sir. 
ASSEMBLYMAN PERSKIE Mr~ Wolf,e o I. would like to. 

address this question to you." I don°t know whether it is 
in your individual capacity or representing the Section'; but 

·1t-is specifically not·in your;capacitYas·Tax Assessor. 
·····I would like · to ask you with respect to · Bill 1288, ,,what • 

the substance of the objection t6 the appointing power in 
the Director is? 

• • .. MR., ·woLFE~ - There were many. reasons• :expressed among 
the·co:rnmitteeo The committeereport refrained from expressing 
a specific single reasonbecause-while·the committee was 
unified' in- its oppositiorf. to this, there were many different 
rei'aEiohs exp:tessed-·by ·various members of the 'committee. 
Some· felt· it was an ·unwa.rranted usurpation of home rule. 
Some felt that it was an undue concentration of vital taxing 
power. • ·' There were many, reasons expressed .. -· ·. But the basic 
feeling·, I think, -that prevailed was · that dealing on a · 

year-to-year,'.;bas'is- with the· int:ricacies 6f property va-luation, 
the most·. comprehens,ive' understanding of -those ·subtleties 
would be at' t;he,. 1-0cal level · rathe·r than at some regional 

,.; 

level. 
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ASSEMBLYMAN PERSKIEi 
I 

Doesn't that raise the spectre 
' . 

th09-gh that some of those!understandings might wend their 
. d I way 1.nto un ue pressure? i 

I 
I MR .. WOLFE; I am s1i1,re you are.aware, Assemblyman 

Perskie; that th_e State Assessors Association was the 
i 

driving .. force in convinci*g the Legislature some' years 
i ;back to create an Assesso+s 1 Tenure Act. As of today, 
I 

no Assessor can be appointed in New Jersey or elected.in 
I 

New.Jersey witllout havingiqualified by being a Certified 
Ta:x: Assessor which has hi~h educational requirements and 
requirement of specific kaowledge in the area. The ;bill 

i 

·provides for the creation;of tenure of office in a much 
! 

shorter time than any judge can obtain tenure of office 
. I , 

in New Jersey. Once tenure of office is obtained, 
I 

.whetqer the initial appoi~ting authority is at the local level 
I 

or at the State.level, thT spectre of influence,. I think, 
is substantially dimirlishtd~ I think we have very well dealt 
with that problem ,in New Jrersey and I think we are far 

1 

ahead of many states in t~at regards 
ASSEJYIBLYMAN PERSKIE~ The Association then, I take it, 

or the Section for which you speak, would, however, recommend 
! 

change$ to the e~tent that there would no longer be elected 
assessors? 

_MR .. WOLFE: 

I 

' I 
L Yes, s~r. We recommended that there be 
1 

no more elected a.ssessor£:!;.,,and no more Boards of Assessors, 
/ l,;. 

and that all assessors belfull tiJine., We definitely 
. . ! 

supported that propositio~. But we again felt that it 
should ;be not on a· region~l basis but on a local basi1=1, 
except to the extent that! the municipalities take ·advantag:.e 
of the Joint As,sessing Act, on a voluntary basis. 

I 

ASSEJYJBLYMAN VREELANb: I would just like to find 
out from therepresentatiies.of the Bar Association - I 

I 

gather from what I have h~ard here today that the Bar 
Association endorses the Jax reform proposal with these 
exceptions that we have h~ard~ .· Is that right'? -

' MRa GLADING: That's correct. . I . 
I 
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... 

AS$EMBLYMAN VREELAND~ Then I have one other questionm 
I think in one of the bills, it spells out the· m,akeup;of 
the Appeals Board and says that on\\e of them must be an 
.attorneyo ·· :Qo you have any comment on that?. Do you feel 
as though this is I am speaking-about the,County Tax 
Boardm .• I thi:rik one of. the bills does require thatm 
There has been some comment in these hearings and I was• 
wondering whether you feel as an•association that this· 
is a necessity? 

•· Ma~,;.iQIU.mfHNG: I don° t know· whether · the · Association 
has ever taken a position on thato 

ASSEMBLYMAN VREELAND~ It is riot your bill and has 
nothing to do with youo But there is a bill that -spells 
up the makeup of• the County Tax Boards and it-does say that 
one of them must be an attorneyo 

MRo GLADING: I think as representatives of the 
Association, we could not answer that question now. But I 
would be glad to look at the bill and get the views of 
the trustees0 I would hate to give a personal opinion. 
You probably would guess what it would be anyway. 

ASSEIYIBLYMAN APY: You would recognize the wisdom of 
the attorney who drafted the billQ 

The other thing that you might do when you react to 
that specific question, the thought has occurred to me 
quite f raP,.kly· that if. you are going to start making qualif±-
cations for members of the County Tax Board, you might 
want to consider a realtor if you are going to put categories 
of persons on the boardo You might give us your reaction 
to that too . 

MR., GLADING: Yes, sir, we will be glad to consider 
that and give you a report on it. 

ASSEMBLYMAN BEDELL: Thank you very much, gentlemen, 
for giving us the benefit of your thoughts~ 

ASSEMBLYMAN PERSKIE~ I can°t help but take the 
opportunity to observe that with all of the observations 
that have been made recently with respect to the influence 
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of the Bar in the Houses of the Legislature, I tl;l.ink we 
can all concede that the testimony of the Bar Association 
before this Committee hasibeen very enlighteningo 

MR., GLAD ING: Mr.·. Ge~hardt of the Bar Association is 

going to give ea.ch of youi a copy of our report. 
ASSEMBLYMAN BEDELL: It is not the intent of the 

Committee to. limit anyone,u s testimony, but we do ask that 
you be mindful of. the fact there a.re several speakers and 
we want to accommodate everyone. 

I would like to cal.IL upon Dr. Ella Filippone, 
Environmental Research Association. (Not present.) 

Mrs. Betty A. Little, Citizens for Conservation. 
(Not present.) 

Mr. Russel Wilson, :New Jersey League of Municipalities .• 
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RU S S E L To W I L S ON~ Gentlemen, good morning. 
My name is Russ Wilson© I am the Assessor for the City of 
Hackensack and Chairman of the Tax Study Committee of the 
New Jersey State League of Municipalities. My statement 
today can be divided into tw~ parts®. My comments on the 
specific provi~ions of several of the bills.in the package 
will be made on behalf of the Coxmni ttee and not necessarily 
on behalf of the League as a whole. The short.time interval 
between the introduction of the bills and the scheduling 
of these hearings has not pe:anitted sufficient time for us 
to proceed through the normal co:mrrdttee channels in the 
structure·wj_thin the League organization. 

However, there are a number of major policy 
objectives contained in the tax package which the League, 
as a statewide organization representing 563 of the State't;, 
567.municipalities,has·endorsed in previous public state-
ments and Conference resolutions. Let me first address 
myself to those areas wherein I can. rei berate the standing 
policy of the League. 

I want to preface my general comments·by saying 
that the measures contained in the Sears Committee Report 
as translated and modified by the Governor u s,,/cegislat±ve 
package represent the most·comprehensive and significant 
attempt t6 effect a solution to the tax ills of our State 
that has come along in decades. 

The League most certainly concurs with the alarm 
expressed both by the Co:m.lITllittee and by Governor Cahill 
over the skyrocketing property tax rate which has imposed 
an ever-increasing burden on the homeowner in New Jersey® 
It is not necessary here to document the dimensions of the 
soaring local prpperty tax levy, it has been very eloquently 
set forth in the Sears Report. Clearly interwoven with the 
heavy property tax burden is the .increasing difficulty which 
many of our municipalities are experi~ncing as they attempt 

· to finance rising demands for local public services through 
the property tax levy which constitutes the only major 
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source of revenue available to them. The fiscal crisis 
facing our municipalities was very effectively articulated 

. ' 
by the prestigious co-4nty and Municipal Government Study 
Commission, which in t-968 observed - 01 New Jersey is ,in 
. I • 

desperate need of a b~tter allocation of the fiscal and 
governmental responsi~ilities for the planning, financing 

' ' and performance of the functions and services provided by 
its local government ~ystemUle 

Gentlemen, the League, therefore, gives its full 
; 

endorsement to the objectives of the package which will 
!educe 1the local prop~rty tax burden by shifting the 
responsibility of finfncing certain basic public service 
costs away from municipalities and counties and assigning 

I 

them to the Statee Iiam referring specifically to the costs 
of local education, t]ie costs of the county court system and 
the remaining costs oi local and county-welfare programse 

' The League.has endors~d State ass"U.rnption of costs of these 
servi~es in a number 9f resolutions in the past0 It seems 
that the court has spoken in the Botter decision making 
state financing of education mandatorye We doubt the 
pending appeal in the New Jersey Supreme Court will sub-
stantially modify the philosophy of the Superior Court. 

To the extent then, that the tax package represents 
. i 

a dramatic reassignmeq.t of the responsibility for financing 
the services outlinea:above to the State and thereby 

' 
bringing long-overdue tax relief to the local property owner, 
it is consistent withjgoals which have long been sought 

,. 
· by the League of Munidipali ties. 

The League, a~ a statewide organization, however, is 
not presently in a po~ition to make a policy statement on the . . 

matter of the State f~nancing its newly acquired fiscal re-
sponsibilities. s:fue :te\J!enue source contained in the package 
is, of courseo the gr~duated personal income tax. Since the 

· collection and administration of an income tax is beyond 
the purview of munici:ffal gove:rnment,_we are not addressing 
ourselves to that que~tion at this time. _And _I might say, 

! 
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parentheticaily o I doubt that the League wii.t ever be in • 
a position to take a l'.)OSi tio::1 0:'.'A the income t~Xo There is 
just no unanimity of expl:',esslon that areao 

So muchi f6r •.· the general objectives wlilch the League 
supports in principleo Turning now to some of the specific 
:bills which have been considered bYthe ~'ax Study Committeeo 
let me reiterate.that these measures :have not be~n reviewed 

. . ' 

by the League as a whole for the reasons indicated earliero 
These com.'1'!1lents should not be considered as a final 

definitive statement 0 s.fnce o,ir · individu~l co:rmnit.tfee members 
• • • , ' • I .- • ' • 

are still considering the technical implication ·and applica-
. tion of the legisla.tion® The· CormY!littee has directed its· 
attention to tax .bills which·· directly affect·· i:oc~l. govern-. 
:mentw We have not considered many·of the bills which would 
,affect State taxing policy and admi~istration© 

The Committee has no c6:mn:ient'to make at this time 
on the State School Funding Acto the.Constitutional amend-
ment providing for a State Property Tax for Schools and 
related bills. The Leag\Jl,ehas endorsed State financing of 
education, ·as I indicated earliero 

Here, a.gainu let me interject at the. risk of 
repetition - Saul Wolfe has already exp,ressed many of the 
thoughts we have with respect to specific bills and I will 
take this as a wa.rning never to invite him to . another 
meeting at Which I preside - he stole all my thunder hereG 

The Committee has given some consideration .to 
' ·-.. · : . "{ . . ; ' . .· . ;' ' _: ' 

.legislation affecting county tax boards and providing for 
. . . 

the establishment of a New ,Jersey Tax CourtG Assembly 1264 
·establishes qualifications for members of county boards of 
taxation o We favor the provision requiring cou~ty tax 
board members to be qualified.and to have knowledge and 
experience in matters co:ne;(Blrning the valuation and taxation 
~f property m Howe~e:t o · we· believe the bill shon.ha be amended 

· t'o provi°:~ that ,s,uch fax · :b«:Jard members should be required to 
take· and pass th~ examina'tiori e:u:ireritly required for the 

. certifl~atioh 6f i~cal asse·ssors: Such 'examination should 
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· be taken and passed W.JJ1thin one year 0f the effective date 
of the board members O :orig·inal appointment. In the event 

I 
that a new tax board Itjember fa,ils such certification, he 

' 

should be prohibited ~rom serving as a member of the tax 
board and not.be elig~ble for re-appointment until he has 
properly qualified th~ough examination and certificatione 
. ' ' 

The League strongly etjdorsed the certification of local 
assessors and we believe that county tax board members 
should be at least as !qualified as local assessing officials. 

i 
Assembly 1265 provides for the standardization of 

i regulations and proce~ures governing county boards of taxation. 
! 

We favor this particul;ar amendment1 however, we object to 
· deletion of material ofn line 2 of paragraph 1 wherein a 
board is not required ito'keep a full record of its proceed~ 

. I . . . 
ingse We believe that' this deletion is contrary to the 
Sears Report and urgeithat the present statute, which 

. I 

requires a full record of proceedings a be maintained. ·· 
• . I 

Assembly 1303 ~rovides for the assumption of costs 
of county boards of tapcation by the State and we have no 
objection to .the amendtnents contained in that bill. 

Assembly 1263.i;,rovides for direct app~al of certain 
I 

assessments to the Sta~e Tax Court. We sug.gest an amendment 
in line 5 of paragraph l so that any taxing district which 

I feeJ.s uuaggrieved" may F1ppeal. The present law allows the 
taxing district to appeal only if "discrimination °1 is chargedo 
From experience, it has been shown that .many appeals by 

.the taxing district are denied because of being restricted 
' 

to "discrimination". 
The League, as; well as our Committee, has supported 

the establishment of a 1 State Tax Court for a number of 
years, such Court repl?cing the Division of Tax Appeals. 
We have no further statement to make on the Tax Court at 

I 

.. this time, since we cannot determine which tax 'court bill 
is being considered byl the Legislature® One of the 
greatest deterrents toi equity in the administration of the 
property tax is the slowness in the appeal procedurem This 
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delay works a hardship.o:n·the aggrieved,taxpayer as 
well as the remaining taxpayers in'- the district appeal-
ing a decis_ion. We, therefore, reiterate our· support for 
a new agency to expedite the handling of appeals, ·on the 
State l_evele 

Several bills deal with .the prim:dpl-e of payments 
in lieu on State and County.owned properties-with the ex-
ception of properties_used or acquired.for roads, bridges, 

-parks-and recreation purposes;' riparian lands, watersheds, 
reservoirs, forests, game preserves and Green Acres areas~ 
.At the present time there are. a -number of pi.ecemeal pay-
ment in lieu statutes on the books and their :implementation 
has often been unfair and discriminatory. In several 
Conference resolutions, the League has supported the enact-

- , I -

ment of payment in- .lieu statutes .for state· and county owned 
properties. 

Assembly 1274 provides for taxation of cex:-tain 
county properties and Assembly 1298 provides' for in lieu 
payment by the Stateo _ We strongly support the principle 
of both of these billsi however,·we are oppoi9edto 
paragraph 5 _in each bill which prohibits the right of appeal 
by either party to question the direictor's'determination 
of the in lieu tax paymente Appealis in'both bills are 
limited to typographical and mathematical errors and we 
believ~ that a general right of appeal to the tax court 
should._ be P:t:'.OVided in these bills m 

-Our Committee has not , ta~en: any aotion · on .. ''' 
Assembly 1300 and As$embly Contlurrent Resolution 111, the 
accompanying_ constitutional _ amendment., These bills would 
provide for an option to 10-of ou:r urbanized municipalities 
to adopt a systetp of site value taxation, under which land 
would be assessed at full value.and improvements- at 50% of 
full value., _ We understand that several of our large 
municipalities, a.swell as the S:ta.te Ba;r Association, view 

_ -such a procedure with alann~ -- -At this-:time, We' believe that 
not enough is ,known about .,s:ite valuer: taxa:tio:n.· and it could 
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actually accelerate abandonment .of property· iri our urban 
cities, we feel Q 'rhis proposal should be studied care-
fully by the ten com.111unities which would be affected by it® 
Even though such legiklation would be optional, the 5 
year period for implementation, and the ensuing 5 year 

' period for abandonment of the procedure, could wel,1 confuse 
· the assessment administration• in a I larg,e municipality for a 
decade or longer~ 

Assembly 126liwould impose a _property tax on 
mobile homes. The LeGi,gue ha.s long endorsed this proposal , 
since mobile homes ar~ being utilized more and more 
throughout the State to house our citizens and we see no 
equity in allowing such type housing to escape property 
taxation. This bill would also allow a senior citizen 
deduction to qualified owners•of residential trailers. 
Obviousl.y,,. we support !this. 

Assembly 1.268;: the proposed a:mendm.ent of the 
Parmland Assessment Act which would require gross sales of 
$500 per year plus an ,average of $5.00 per acre and an 
average of 50¢ per acre in the case of woodland and 
wetlands for each acre over 5, meets with our reluctant 
approval. uuReluctant 11:, being born of the fact that we 
don°t think it 0 s sufficiently strong! we think the 
additional earnings reiquirement should be somewhat higher 
than that. 

'rhe bill should be amended 6 however; because 
during the twelve publ!ic hearings conducted by Task Force 
11 C 1' of the New Jersey Tax Poli.cy Corrn:ni ttee, one area that 
received considerable 1adverse criticism was the Farmland 
Assessment Act, in that, in its present form, land 
speculators receive a :tax windfall at the expense of the 
homeowner. In aneffort to cqrrect·this•condition, the 
Tax Policy Committee r~commended a change, as found 
listed under 11 eligibil~ty 11 on page 39 of Report Noe 2, 
which would require that the owner receive at least 25% of 
his gross income from :the farm operation;, This change is 
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patterned after the Texas Farmland LawID Believing 
that this is one of the outstandin9 improvements recom-
mended by the Tax Policy Committee, it is'ei:inestly 

· requested that it be inserted in Assernbly'Bil.l 1268s 
Addi.tionally; it is our opinion that the Sears 

Committee recommendation increasing'theroll_;back from 
three to five years should be part of th.is bill~ 

Assembly 1269 would impose property taxes for 
municipal purposes on regional school districts. We 
believe this is a worth.while amend!.11Emt and•. urge consider-

· ation of ·similar treatment of any regional facility such 
as sewer plants, water systems, etco The burden of having 
a regional facility located within its boundaries should 
not fall upon one municipality. 

Assembly 1299 establishes limitations on property 
tax levies for county, municipal and school purposes® We 
support this bill," but here again we can see no equity in 
denying the right of appeal, excei')t in the case of 
arithmetical or typographical errors. We ·suggest that 

· paragraph 8 be deleted from the bills. 
Assembly 1257 would increase the tax on personal 

property used in business from $1030 to $2s00 per $100 of 
taxable value. '11his is the recommendation of the Sears 
Committee :Report and \!lie support this amendment~ We believe 
that some confusion could arise in the administration of the 
other amendments contained in the bille The taxation of 
apartment house kitchen appliances such as refrigerators 
and stoves comes to minds If such items were to.be con-
sidered as personal property, administrative difficulties 
would occur when applying the capitalization approach to 
apartments or houses, for example. Individual air con-

.,. 
ditioning units in such apartments would also be treated 
as personal property when for tax purposes, they are 

\ ·,- ·; 

presently an actual part of the improvement. We would 
prefer an amendment to Assembly 1257 listing items which 
should be considered as "personal property" rather than 
listing items which should be considered as nreal porperty" 
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as is currently contained in.the bill. 
The Commit~ee has a comment to make with respect 

to Assembly 1301 and 13020 While somewhat complex, these 
bills appear to deal ".'7ith the surtax on the excess gains 
resul.ting from the ad6ption of the new tax package. We 
feel that windfall taxes, if any, should be shared by the 

! 

State and municipalities, with the share represented by 
property tax relief gming to the municipalities. 

Another important proposal on which I would like 
to comment deals with,the appointment of district assessors 
by the State Director of Taxation. While the bill to 

I implement this partic1J.lar procedure is not yet available, 
the League Tax Study Committee addressed itself to the 
underlying concept. We are opposed to the creation of 
assessment districts ~nd appointment of assessors by the 
State Director of Taxation as.proposed in the Sea.rs Report. 
We believe that there,are adequate statutes on the books 

I providing for voluntary consolidation or the creation of 
! 

joint assessing districtsa The assessors and other 
I 
i 

local officials sought the enactment of assessor certifi-
cation statutes and the joint assessing district statutes. 
We can see no improvement in assessment administration'if 
the assessor is further removed from the local scenee If i . 

I 

an assessor is properly. trained, qualified and certified, 
we believe that the st;atutes will be enforced equitable 
for all taxpayerse Ifl discrimination exists, there is the 
right of appeal, ·and if administration is of poor quality, 

.outright removal of th.e assessor is possible .. 
Gentlemen, that concludes my prepared testimony, 

but let··.rne add just one note before you throw any 
questions at me, and tihis is in the form of a personal 
observation, strictly personal - as Saul said, uRuss 
Wilson personal"~ 

.I am ext:r:emel~ sympathetic to the views expressed 
by the very first wit:rtess this mo;rning ,, the gentleman 
from Princeton. The Exempt Property Study Commission, 
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which was so ably chai:eed by Assemblyman Apy, 'introduced 
a very·· comprehensive report on ex~mptions. That report 
appears to have been substantially. overlooked by the 
Sears Corrmittee and the Governor, for which I fault· 
them.· Incidentally, I happen to be a member.•of the 
Commission to which I refer. I think private educational 
exemptions are now particularly Significant, in view of 
the 18·'-year old vote which could well become disastrous 
to any municipality. 

Thank you, gentlemen. 
ASSEMBLYMAN BEDELL~ Assemblyman Vreelands 
ASSEMBLYMAN VREELAND~ I just have one question. 

·The·recommendation on the farmland·assessment, which 
would require that the owner receive at least 25% of 
his gross income from the farm operation in order; to be 
eligible for the fa:rmland assessment - I gather that's 
what you 0 re sayingthereo 

MR!' WILSON: Exactlyo 
ASSEMBLYMAN VREELAND~ It seems to me ... and 

personally I would be affected by it and I know one of 
the other members of this Taxation Committee would be 
affected by any such recomm.endatioh as that~- it would 
throw out an owner then who has a farm which is being 
farmed by somebody else® 

MRe WILSON: I suppose that would be the effect® 
ASSEMBLYMAN VREELAND~ Now I happen to have a 

farm which is being farmed bymy son so 0 therefore, I 
would not be eligible, under your proposals I don 1 t 
agree with it~ 

MRo WILSON: Excuse me,sir, that was not my 
proposal, that was a proposal of the Sears Committee, 
if I'm not mistaken, or at least it was proposed to the 
Sears Committee~ whether they adopted it, I don't recall. 

ASSEMBLYMAN VREELAND~ You 1 re right, but I thought 
you recommended it® 

MRe WILSON~ The League is recommending it in 
this sense - the League is concerned with the potentials 
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for speculation, the opportunity for speculation .which 
is now being exercised by many large corporations, 
and we're talking about railroad cainpanies and steel 
companies, companies of this kind. These were not the 
original intent of the Farmland Assessment Act,I agree. 

Now it could he that.without stepping on the 
toes of gentlemen who might own a farm being legitimately 
farmed by relatives o~ by tenant farmers, there could 
still be.a way to avoid this speculative element that 
has now crept in. 

ASSEMBLYMAN VREELAND: Yes, but not by this 
recommendation. 

MR. WILSON: Perhaps this could be modified. 
Our basic intent is to avoid the speculation by 
indiscriminate corporations. 

ASSEMBLYMAN BEDELL: . Assemblyman Apy. 
ASSEMBLYMAN APY: Mr. Wilson, in reference to 

your testimony about site value, on page 4, A.ssembly 1300 
.and ACR 111, I'm wond~ring really - I know that there 
are questions raised a,bout the value of it and the 
consequences, but I 1 m wondering· really what the harm 
woi.1ld be in giving these towns the option. You recognize 
that it is an option, in your statement. 

MR@ WILSON: Oh, yes. 
ASSEMBLYMAN AP:Y~ Apparently, they seem to feel 

that it would help. Isn't this sort of an experimentation 
that perhaps you should give:to the local areas, such as 
this. this power to experiment and perhaps they can help 
themselves. Now they may experiment and find out they 
have made a mistake and ultima.tely wet re going to have to 
pay for it. 'l'hat 1 s pa:rt of the problem. But isn't it 
primarily for that. 

IVJR. WILSON: Ijt would take ten years to correct it, 
if they do. 

ASSEMBLYMAN APY: That's right. Once they started 
down the road, it's a ten year road to go down. I realize 
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that,. 

MR~ WILSON: Well I actually, ML Apy 1 as you 
very well know 1 site value taxation has been experimented 
with in this country, in Pittsburgh and in Calif·ornia, 
a.nd more particularly in New Zealand and Australia, and 
the results have not been at all impress.ivee I 
personally have visited with the representatives f rorn 
the George School, for example, who are exponents of this 
particular form of assessment and, whil,e they claim 
tremendous things, it just has not developed that wayo 
It is an area where experimentation, further experimen-
tation is perhaps essential. And, as you ~oint out, to 
ma.ke it optional - well, I am sure it would be no 
violation of confidence but Saul Wolfe, himself, has 
said that he·would object, as the .Assessor of Newark, 
for example, to the potential that Newark might embark 
upon th.is. He 11 s afraid that it would become so 
politically expedient as a cure-all that they would just 
be forced into it even though it were optional with the 
cities. 

So, with that in mind - we took that positione 
to be perfectly honest, at the instigation of the 
assessors of our two largest cities. 

ASSEMBLYMAN APY: So that what you're really 
saying is that we should really slow down on this. 

MRp WILSON: Go slowly on it, at leaste 
ASSEMBLYMAN BEDELL: Thank you very much, sir. 
MR© WILSON: i'hank you. 
ASSEMBLYMAN BEDELL: Mr~ Charles DeFoe, New 

Jersey Retail Merchants Association~ 
CH AR LES De FOE: My name is Charles DeFoe. I 
am the Executive Vice President of the New Jersey Retail 
Merchants Association. The NJRMA is a state-wide trade 
association with offices at 926 West State Street, here 
in Trenton. The Association represents some 2200 retail 
stores throughout the State. 
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While the mernbers of the NJRMJ\. approve the basic 
concepts of the 'I'ax S-J;:udy Committee recommendatlons; and 
belie·ve New J·ersey must alter some of i.ts current taxing 
methods, we do take e*ception to some of the pending 
legislative proposa1s,under consideration by this Joint 
Committee. 

New. Jersey retailers for the last six years have 
strenuously objected to the unfair and highly discrimina-
tory Ret.a:i.1 Gross Receipts Tax. Since this tax was 
enacted in 1966, we have continuously appeared before 
the Legislative Tax Committee and protested this unfair 
ta.x. The Ret:ai l Gross Receipt.s Tax .is not a tax in 
lieu of some other ta.x';' it is a special tax imposed only 
upon :retailers of thi~ State. Retailers pay a.11 of the 
other. taxes paid by New ,Jersey businesses, but then are 
called Upon to pay this one additional tax. Retailers 
don t askr nor do they expect any special services from ·, 

State or local. government, yet we are asked t.o pay the 
special ta.x. 

The unfairness of the Retail Gross Receipts Tax 
was recognized by the ,New Jersey Legislature in 1971, 
when the Assembly voted to repeal the tax by a vote of 
68 to 2. We are confident, had Governor Cahill not 
requested the Senate to delay action on repeal legis-
lation such as this tax until the Tax Study Committee 
had made its report, that the bill would have cleared 
the Senate last yeare and today we would be without this 
discriminatory tax. 

The special burden that is imposed upon retailers 
by the Retail Gross Receipts Tax is all the more (:om-
pounded when one sits down ar1d calculates the tremendous 
costs that the retaile,rs of this State suffer in serving 
as the unpaid tax colLecto::rs of the Sales Tax for the 

State of New Jersey. We have authoritative studies that 
indicate tha.t it costs N~w Je:rsey retailers some $15 to 
$20 million dollars an'nually in additional administrative 
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costs for colle·cting the sales tax and re.mi tting it 
to the State~ I would point out, of course, that'the 
sales tax is c·1.irrently the State is largest revenii.e 
producer. I would also point out that in better than 
20· of the 45 states that impose sales taxes, the 
retailer is granted a form of' vendor discount on his 
sales tax collections'as a partial offset to his 
collection costs. 
3% even1 do they 
iailer suffered. 
this. 

In no state, wherei' tl1:ey.'re.·•.a·s. high. ·as 
begin to cover the cost that the re-

In New Jersey we 1 re not even granted 

l 

Because of the complete absence of.any justifiable 
reason for the Retail Gross Receipts Tax ever being en-
actecL and whereas we are suffering in other cdsts I such 
as donated services to the State, we certainly· feel that 
the Retail Gross Receipts Tax should be fully repealed 
immediately. 

Previously I stated that our Associatibn'. '.fakes 
exception to certain measures that are befoi~ this' 
Cammi ttee and I would lik_e to call your at:."tei:htion' to two 
Of them. 

We feel that the proposed Excess Ga.ir1S Ta~ is 
going to be a tax, if . enacted' tliat will b~ impos.sible to 
administer and highly unfair to the New Jersey -bu~iness 
community~ Additionally, we note that iri the legislation 
setting out the proposed Excess Gains Tax - A·ssembly Bill 
1301, the Retail Gross Receipts Tax is one of those 
taxes used in the formul.a for arriving at what total.-
Excess Gains Surtax a business infght be· subject. We 
feel this is most discriminatory when you look at the 
fact that there-is legislation pending before this 
Committee that will remove the sales tax on the purchase 
of equipment and machinery by manufacturers - I assume 
there will be some benefit to the manufacturers•in that, 
and yet that tax is not calculated in determining the 
Excess Gains Tax. 
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By the. way·, I would like to point out. that 
n~tailers do pay and will continue to pay under any 
pending legislation sales tax on their purchases of 
equipment and machinery. 

i 
Becaus;,:; of' these two inequities that I have cited, 

I think the Excess Gains 'l!ax h9com.es a.11 the more detr.i-
menta.1 and would be more difficult to live with for all 
of us,, 

'rhe members of our Association also would like 
to echo the statements of some earlier witnesses here to-

the site valuation taxation principle. 
We' re ad:(r.ised that in. the city of Pittsburgh, Pennsylvania, 
where $uch an assessment method has been employed for 
some time there ha.d been no demonstrated benefits to new 
construction while there has been some concern over 
prope:t:ty ownership. We woul.d urge that this Committee 
not xecommend any action on this particular legislative 
approach at this time until there has been a. greater 
opp(Jrtunity from the studies being conducted nationally 
to determine the actual possible impact of this tax~ 

In closing I would like to remind you that the 
New .. Tersey Retailers pay all the business tax imposed 
on all businesses in ~ew Jersey and, I assume, will 
shortly be paying some 70% increased corporation net 
income tax 4 a 54% increased business personal property tax 
and receiving little; if any, real property tax reductione 
And also: we will continue to serve as the unpaid t,1;1.x 
collector for the State. And if you leave that provision 
in 1301, in calculating the excess gains tax, we will 
also be continuing to pay the retail gross receipts tax. 

A revision in:the State 1 s tax structure is vexy 
definitely needed, and we hope that the revision will, 
be achieved,, and we hope.) those revisions will be 
equitable to all citizens including the retail merchants 
of New ~Jersey. 

Tha.nk you, gentlemen. 
ASSEMBLYMAN BEDELL: Any questions? (No questions) 
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I want to thank you very much, Mr. DeFoe, for 
a very excellent pr~sentation. Thank you, si1:;·. 

Professor H. Peter Gray, Rutgers Council, 
American Association of University Professors. 
H~ PETER GRAY: Gentlemen, good afternoon. 
My rema.rks:· in general support of the tax proposals will 
be brief. My written statement will provide any greater 
elaboration that may be needed. 

My name is H. Peter Gray, Pl'.'ofessor of Economics 
a.t Rutgers, and I represent the New Brunswick Chapter 
of the American Association of.University Professors. 
However I the views tha.t I present here cannot be 
attributed to AAUP in every detail. 

It seems to me, gentlemen, there are two things 
that we should concern ourselves with, and a question of 
disbursements and revenue .. 

Is the general level of disbursement appropriate 
for the State? And I take '!;he position that t.here is 
a prima facia case that the general level of disbursement 
by the State of New Jersey is less than optimal and, 
therefore, some signif'icant increase is in order. And 
I want to raise a couple of points that in the tax 
proposal seem to have special virtue from the point of 
view of revenue raising. 

The first of these depends upon the fact that the 
basis for revenue is an income tax and that we should be 
able to shift some of this burden to other states~ It 
has long irked me that people who go and work in New York 
City pay money to Rockefeller and Trenton doesn't get 
enough of it, if any. 

The second stems from the increased progressivity 
of the package which, apart from being desirable in its 
own right on a moral basis, does enable a larger element 
of effective subsidy to come to the State of New Jersey 
out of the U~ s. Income Tax& 

Both of these advantages will be·retained by the 
piggyback approach,, and I would like to make two points 
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that.are not in my statement on the comments by Mr.,, 
Goldberg of the State;Bar Association~ 

' On the general bas.is1 I would agree with Mr. 
Gqldber.g's point that:the savings.in administrative 

·1 ! . deta.1 probably outw11eJi.gh the virtue of a show of state 
sovereignty that; seems to be one of the main.reasons 
.for opposing the piggiback approach. T would, however, 
draw the attention of 1the Committee to t:he fact that 
the Federal tax systerri is by no means as progressive as 
the rate .structure ma',k.es it appearo As a source of 
study on this, there has quite recently been done a study 
by pr. Peckman of the,Brookings Institution which was the 
Presidential Address to the American Finance Association 
last Decembe.r 1 a,nd if;you would be interested I could 
arrange for copies of .this to come to the.members of 
the Com.mitteea 

It shows effectively, I think, that the degr~e of 
progressiv:i ty in the ~ederal system is minimal on the·. 
personal income tax side~ 

· And ::i: think a :third point· to make on the subject 
. . 

of.piggyback is that -tihere does: seem to be a groundswell 
in Washington·for significant.tax reform. So that any 
legislation in Trenton based on a piggyback system would, 
in fact, be legislation - with at least two farmers on the 
Committee, I hate to use the term "a pig in a. poke 11 but 

I 

it does seem to me th;q.t we dor1 1 t. know what is going to 
happen in Washington ~n the next five years and some 
allowance would have to be made in legislation for the 
New Jersey legislatiori. to be flexible enough to cope 
with the changes at t}te Federal level. 

And finally, I would l.i.ke, as an Economist a,nd a 
\ 

registered Democrat, to take issue with the opposition 
to the package by the!Stat.eAFL-CIO ·on the grounds that 
the excess .gains tax is to apply for: only three years9 

· T~chnic;,,1,ll1~, t;he problem· in any ·~ax measur'e which 
:tt>:di.s'tribtt'c,es the base tor ta.~at.!on fre:m a p:toperty tax to 
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an income taxi is to prevent windfall gains from 
accruing to property owners~ It is also important 
tha.t ex.isting businesses should not be penalized by 

paying higher effective tax rates on the property - that 
i,s, tax plus excess gains tax - than are new businesses. 
Th<~ AFL-CIO seems to have overlooked the pressures of 
competition which work upon all economic units and 
which will .erode over time the ability of any birniness 
to enjoy the windfall gains of a reduction in property 
tax~ A three year duration for an excess gains tax is 
not right and it isn't wrong. The tax seems to me to 
be a well-conceived - and I read in the New York Times 
the other day that a colleague of mine from Rutgers, 
N~wark, used the words 11 stroke of gf3nius" - I'm not 
as la.vish in my praise a.s that, but it does seem to me 
to be a well-conceived sort of stopgap or transitional 
gap, if that's what you want, and three years is as good 
a number as I can think of. I have no quarrel wit,h 
three1 I don't object to two or four or even five 1• But 
it does seem to me that the AFL-CIO has overlooked this 
idea that competition will work upon the windfall gains 
or the potential windfall gains, and that it is impractical 
to impose any type of excess gains tax in a perpetual 
situation. 

I do believe the AFL-CIO made cogent points with 
reference to the desirability of having landlords pass 
on property-tax savings to renters regardless of the size 
of the property~ Howeveru even here, the AFL-CIO seems to 
have underestimated the strength of the forces of compe-
tition because if big buildings reduce rents, small 
buildings will be forced to compete to a certain degree~ 
Ccmpet.:j.. tion is not perfect but it does wox·k effectively ff 

And, similarly, the resolution of opposition by the 
AFL-CIO seems to have overlooked the pragmatic problems 
of enforcement~ 

That, gentlern1an,, is all I have to say~ I would 
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commend the comments of the mi3mbE>,rs of the State Ba.r 
Association here this morning. I think the Legislature 
has an arduous job to 'do and I wish you luck" 

i 
ASSEMBLYMAN BEDELL: 7.'hank you , sir. 
Are th Pre any 'crue stions? (No questions) 
Thank. you ,itga.i!p ,. sir. 
MR. GRAY: Tha:nk ycmc 
ASSEMBLYMAN BEDELL: Ruth Ford, New Jersey League 

of Wornen Votex·s. 

Mrs,,, Ford, ,I might. interject that the Committee 
is completely aware of: the League' s position, We I ve 
heard testimony from s,everal members of th9 League and 
we certainly do not wa.nt to dj,minish your opportunity 
to spea.k at all, but w;e would hope that you do your best 
to amplify those areas: that you think important because 
vim are a.wa.re of the League' s position,, 
RUTH FORD: Thank you" I do intend now to give 
the official League testimony which will be different 
from that given by individual League members who testified 
as individuals on th~:? basis of their own study of the 
Tax Policy Committee's Report a.nd on the basis of the 

·League's summary of the Report. 
ASSEMBLYMAN BEDELL: This is the official. position 

of the New Jersey Lea~e of Women Voters. 
MRS~ FORD: Yes 1, that's correct. 

I am Ruth Ford~, a Director of the League of Women 
Voters of New Jerseyff . The League appreciates this oppor-
tunity to present its official testimony in favor of the 
Governor's tax reform legislation0 

I wi.11 not burden you with a long recitation of 
the League I s twenty yea.rs of e,f.fort: to get a, fairer and 
more adequate tax structure for New Jersey." The state-
local tax structure ha$ been a.llow~d to develop without 
plan or purpose other tha.n the expedient. of balancing ea.ch 
recurring state budget' - and minor measures to relieve the 
property ta.x burden~ 

82 

• 



• 

· And I might · interje~t here,, parenthetically,, 
';\ •T ' 

that the minor rnea,;,s:ures I refer to do constitute the 
'. ..": ,-·I ,; 

whple of thE~ yield of the~ sales tax. As we see i,t u 
' . 

aid to local municipaJ.,i ties, counties a.nd school districts 
has increased since the enactment of the sales tax by 
more than the total yield of the sales tax. I think 
this sl).ou1d be noted since often testimony says that 
they dcn 1 t know what ·ever happened to the sales tax~ 
We recognize that the sales tax has been used to reduce 
the property tax burden by some one-half billion dollars. 
In oth~r words, the taxpayer would be paying one-ha.lf 
bill.ion dollars more .in property taxes if the sales tax 
had not been used for this purpose. 

The League thinks that this complicated, indus-
trialized society has reached the end of its ability to 
finance essentia.l services with a tax structure that 
relies so heavily on regressive and inelastic taxes -
particularly the property tax .. I would remind you that 
in this state incomes under $3 1 000 bear nearly four times 
the relative tax burden that incomes over $25,000 bear. 
Such a tax is not only grossly unfair, it is underproductivee 

The Tax Policy Committee's program for tax reform, 
released in February, comes close to fulfilling the 
League's high hopes for a program of fair and ~dequate 
taxation for the State of New Jersey~ And several of 
the reservations the League had about the Committee's 
recommendations have since been answered satisfactorily 
in the Governor's Master Plan for Tax Reform~ I will 
touch on some of these .in responding to your request to 
focus testimony on certain specifics of the legislation. 

Tl:te Statets assumption of the major costs of pub.lie 
schools, welfare and the judiciary, plus the urban block 
grants, constitute an eminently reasonable means of 
sharply reducing property taxes and removing the primary 
pressures for their re-escala'tion., The prqposed statutory 
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limit.at.ions on county and municipal property tax in-
creases will provide an added and necessary restraint. 
In urban counties suclr as Hudson and Essex, the conclusion 
seems .inescapable that property tax relief of this magni-
tude holds out the onl:y hope of reversing the exodus of 
business and industry :and encouraging necessary private 
rene'wa1. 

'I'he proposed g,raduated personal net income tax 
will bring a substantial degree of progres§ive balance to 
the tax structure -- a. long ov:erdue improvement. If the 
proposed income tax we're graduated as steeply on incomes 
above $25,000 as on lo:wer incomes, the additional $40-$50 
million yield could be: used to reduce the regressive excise 

I 

taxes recently increased to ba1ance the 1972-73 budget .. 
Even with steeper gradations, the income tax would 

not be a burdensome tax, and most families would be better 
off with the changed tax structure than they are today, 
•rhis is the important message the people of the State 
should understand. 

The League agrees with the Tax Policy Committee 
that the proposed graduated personal net income tax is far 
superior to a piggyback income tax, which is a percentage 

I 

of the federal tax. There is no point in repeating here 
the many good reasons why this is true, which are cited 
in Pa.rt V of the Report of the Tax Policy Commi!ctee. We 
would call attention, however, to the pub.},ic furor over 
the loopholes in the federal income tax,1 which it is safe 
to assume the citizens of our State do not want repeated 
at the State level with a piggyback tax. Such a tax 
would be less progressive, too, than the well..,.conceived 
state income tax recommended. The tax structure needs 
more progressivity, not less. 

And I would say, as an aside, that the efficiency 
referred to in earlier'testimony sometimes frustrates 
simple justice to people,,, which is our major concern. 
I submit that the 1legal fraternity is not entirely a 
disinterested party in tax matters. 
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A net income tax makes allowances for size of 
family and other i.ndivi.dual circumstances. A graduated 
tax takes into account ability to pay - an almost totally 
neglected tax principle in this State's tax Structure. 

Besides progressive balance, an income tax would 
contr:i.but,e more grow power to the State's tax structure,, 
which is critically needed to match the annual state 
budget growth required by an expanding population and 
expanding needs~ The more steeply graduated tax mentioned 
earlier would have far greater growth power because the 
greatest income growth occurs in the highest.incomes~ 

•rhe League of Women Voters believes that the public 
is not reminded often enough that an income tax provides 
instant federal, revenue sharing., Through deductib.ili ty 
on the federal ta.x return, a state income tax yielding 
$440 million would retain in New J·ersey approximately 
$165 mill.ion that otherwise would go to the federal 
government ft 

And I would like t.o say, parenthetically, here,. 
this is one of the reasons Congressman Sandman.mentioned 
a little while ago that we are dead last in federal aid -
one of the reasons is; we don't have an income tax to 
deduct from the federal tax© 

This is almost as much as the Mills Cornmittee 1 s 
revenue-sharing bill promises for New Jersey. Revenue 
sharing through deductibility is available now and does 
not wait upon congressional action. If the Mills bill 
ever is passed" that will provide still more federal 
money a.nd will favor states which have income taxes. 

Opposition to the income tax in the context of 
genuine tax reform seems to me unfounded paranoia at be$t and 
demagoguery at worst. 

Concerning the $L 00 statewide property tax fqr 
school support, while the League recognizes that it is a 
state edition of the sa.me onerous property tax which the 
League and the Committee criticize as being regressive" 
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nevert.helcE\S, even with the $1. 00 tax, the proposed 
tax structure would be vastly superior to what we are 
trying to live with today. The statev,;ide tax does have 
the advantage of rais+,ng some $9 million from industrial. 
tax havens, which hav~ not been contributing their fair 
share of the-;; cost of schools and other necessary services. 
Wbile the Lec1.gu.e believes that such specifics as tax rates 
are not sui ta.bly included in a constitution, a con$ti tu-
tional limitation may be necessary to reassure the public 
about possible future legislative escalation of the 
statewide property ta.x. 

We agree with ~the Governor's decision not to impose 
a tax on clothing and shoes. 

The Governor' rs legislation to provide tha.t tena.nts 
receive.a major part qf the landlord 1 s property tax 
reduction seems fair to both tenant and landowners and 

' 

answers a. deficiency fn the •rax Policy Committee 
recommendations. 

Similarly the Governor had provided a satisfactory 
answer, we believe, to the problem of the excess gains 
that healthy business find industry would realize from 
property tax reduction,. In hif'Jh property tax rate urban 
areas, a special provision of the excess gains tax would 
exempt owner-occupied property from the tax as an incen-
tive to halt the exodu? of business and encourage private 
renewal0 

We hope the confusion over the three-year evalua-
tion period provided in the Governor' .s excess gains tax 
legislation is cleared up so that everyone will under-
stand there is no intemtion to let the businet;is and 
landowner windfall go .into ef'f ect after three yea.rs. 

Concerning the•proposed $2,000 higher education 
income tax deduction, the League would point out tha.t 
such measures are more beneficial" generally spea~.ing, 
to middle and upper-income families than to lower-income 
families. Such a deduction may be politically desirable 
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but it is one more example the fact that virtually 
every equalization measure designed to levy the cost of 
necessary public services a,ccording to ability to pay 
becomes modified in the legislative process to help the 
better-off more, proportionately, than lower-income 
citizens. This has been true of so-called school aid 
equalization formulas here in New Jersey and elsewhere, 
as the California 0 New Jersey and other school support 
decisions emphatically stated. 

At best, the proposed tax reform p:icogram for 
New Jersey would convert a sharply regressive tax structure 
into a somewhat regressive one0 We would still not have 
a tax structure actually based on ability to pay. The 
improvement proposed is marked enough to warrant the 
League's support, but we do not favor adding measures to 
lighten the proposed modest tax share of middle- and upper-
income taxpayers and thus tip the balance scale back in the 
direction of greater regressivityo 

Now, my next paragraph is devoted to the question 
of gambling as a solution for New Jersey., I realize 
that this Committee is not considering gambling. ,we put 
it in here for the record but I won°t take your time to 
read it. We think it is a totally inadequate and 
inequitable solutaLone 

The League of Women Voters of New Jersey, which 
we believe has recognized longer than any other large 
organization the importance of state tax policy in the 
lives of its citizens - and has long protested the 
unfairness a,nd inadequacy of this State's tax structure -
urges that the tax reform, legislation, regardless of some 
imperfections, receive serious, prompt and positive 
legislative action in the June special legislation session. 

I thank you. 
ASSEMBLYMAN BEDELL~ Thank you very mucho We 

appreciate your coming heree 
The hearing will now be in recess until 2 o'clock. 

(Recess for lunch) 
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(Af ter:hoon Session) : ---
ASSEMBLYMAN BEDELL: The fina:l publichearing 

of the State. Legislative Committee relating' to ,the novernor Is 
tax proposals will now come to order.· 

I would like to just briefly explain that this 
Committee is not here to explain,· ·criticize· or de.fend 
the policy report or the legislation. We are here 
attempting to get the viewpoint of the citizen groups 
and the individual citizens of New Jersey on the 
legislation.· If you have positic:m papers. when you 
are called upon to speak,if you have copies made, please 
submit them to Mr. Peter McHugh who is right here. If 
you only have one copy would you allow us to_ have it 
to reproduce and we will return the original to you, please. 

Anyone.who.wishes to_speak, who hasn't done so, 
please fill out a paper with the same gentleman so that 
we can have your name, organization and-address in some 
sort of a speaking order. 

I would like to digress from the program 
for j-ust a moment to say that legislators sometimes 
ballyhoo the fact that they give more of their time 
to individual efforts li:k:e committee work, as.we.are 
involved in now, than_ some others do .at some sacrifice 
to ourselves. This brought to my mind Assemblyman 
Steven Perskie from Atlantic who is a part of _this 
Committee. He pas been attending these meetings all 
over the ·state ~nd · today is his wedding anniversary. 
We want to thank him for his sacrifice today in being 
with us. 

(applause) 
}\.SSEMBL:(MAN.P;E:RSKIE: Thank you. We have some 

candy hereQ 
ASSEMBLYMAN BEDELL: May I also say before we 

call the first sp~aker that.we do have a voluminous 
list of people who wan:t to sp'?ak. While we do not want 
to limit anyone's right to _talk or make comments on the 
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subject matter before us, please .be m~ndful of the 
fact there are others wb.o want· the same opportunity. 
We w.;11 R. t~ ~.-'.·.' .. '· h""''"'"' 11nt1· l 'we h ,_ t d 1 . .,,., - "".': . ····-"c .•. : • ave e:x.t1aus e f.:Veryone s 
opportunity. 

- "rhe Committee ·would like to call upon ,J. 
! -

Hickman, Greate~ Nm~rark Chamber of Commerce. 

(not pre,~ent) 

Mr, ,.Joseph F'. s1v;inaha.n, South Hunterdon 

T'a.xpayers I Association. ! 

,J O S E P H F. .'3 H A N A H A N: Mr • Chairman , 

members of the Cammi tteEr, my name is ,Joseph Shanahan 
Lambertville and I arrt here to speak for the South 

: . . Hunterdon Taxpayers I As.socJ .. a.t.J.on on the subject of 
propo,3Eid ta.x package. Our pu:t~po.se in coming 

here is not to give it E;ither a general endorsement or 
gem.er al opposition. The matt.er is just too complicated 

' 

and its possible ramifications too far reaching to make 
any such judgment on su~h short·notice. We would like 
to make specific sugges1ions relative to particular 
pieces of legislation which are part of the package 
and hope that some heeaiwill be ta.ken by you gentlemen. 
Since we are only a small group in one county and do 
not have the enormous statewide membership of the 
AFL-CIO, we cannot ex-pect the Governor to implore us 

to get behind the tax rE;!form proposal. From past 
I , 

experience we anticipat$ being ignored but we always 
hope that we are wrong. 

The only thing that we can·· endorse generally 
is the fact that the plan is supposed to cut property 
taxes by 40%,, In our area it might corne to .50%, so that 
a person with a $20,000 i non···income producing home who 
now pays more than $1200~00 a year would get substantial 
relief. So we have to go for this even if it means an 
income tax. It I s the or;i.ly game in tm,n1.. We just have 
to take the chance thatithe income tax will ·not take 

' 

it all back, and more. We just nave to hope and put our 
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faith in you gentlemen, When a man is dy1:ng of' fever· 
and the doctor packs him in ice in a. freezing room to 
bring his temperature down, it is no time to ~orry about 
him.possibly getting pneumoniao First things come first. 

we would now like to address ourselves to the 
main problem as we see it, and that.is to keep the 
property tax assessments do'111,,n so that we can maintain 
the promised tax relief. Here are our specific suggestions: 

In the Newark Star Ledger of 2 June the Governor 
r~comm~nded that the State Cbnst.itution be amended to 
fix the State Real Estate P,roperty Tax at $1. 00 per 
$100 o 00 of value" He then stated 01 This would be the 
strongest guarantee possible to you that the State 
Government could not increase the property tax it 
levies. 00 

We are not as sure as he is, if we are talking 
about the amount of tax actually paid by a taxpayer. 
The rate may not change hut the assessment might.· 
If the proposed amendment is Assembly Concurrent 
Resolution #110, we do not like the way the word 
11 value 11 is ciescribed in it a:;; '0equalized valuatic;:m 
of the taxable real property within the State. 11 If 
that means what we think it does then we are still 
stuck with that old devil inflation since any artificial-
ly contrived true value will continue to reflect an 
increase in paper value to the average property owner, 
arid therefore means a continuous increase in the property 
tax. We suggest that such valuation be changed to one 
which is assessed at a·certain base year, say 1973, based 
on a realistic statewide appraisal of all.real property 

' . 
and then, as far.as non-income producing property is 
concerned, be fixed for a period of at least five years, 
after which a maximum of 10% might be added to such 
valuation. This would be a better guarantee that 
property taxes could not' be increased for at least 
five years •. We also suggest that the same change be 
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made to Asseml::>ly bill 1299 which has todo with the 
local property tax limits and allows a local referendum 

! 

for any proposed increa$es. 
Our next suggestion is in the area of County 

Boards of Taxation and with reference to Assembly 
bill 1264, which has to:do with the qualifications 
for membership on such l3•oards. We are opposed to the 
mandating of attorneys as members of the Board, his 
expertise is as a lawyer, not a reai estate appraiser. 
We do feel that an attorney would have a. role to play 
in this area but in an ombudsman type of position 
wherein he would repres~nt the taxpayer and not the 
Board. Since the whole:foundation of real property 
taxation is based on a fair and relatively consistent 
method of assessment,itistands to reason that a way 
should be devised so that.an aggrieved taxpayer is able 
to bring his complaint economically, conveniently, and 
properly into the administrative channels. What better 
way than to have a·lawyer assigned to each board to 
act as a so~t of public defender who could intervene 
in behalf of certain taxpayers whenever a grave injustice 
is brought to his attenfion. And while on the subject 

' of convenience in this area of tax appeals,we also ' . . 
' suggest that consideration be given to the passing of 

legislation authorizing night sessions for county 
tax boards for all appellants who desire such hearings. 
It is usually a serious,consideration for the average 
taxpayer to sacrifice .a!day or a half-day's pay to 
press his appeal in a hearing during business hours. 

: : ' 

Finally, we would like to make one specific 
recomme.ndation concernirig the adoption of a state 
personal income tax which would undoubtedly be accompanied 

' by that immoral payroll :deduction plan. Since it seems 
to be inevitable, please let it be of the'piggy back 11 .type 
with the state tax being a percentage of the Federalo 
The State would simply use the Federal rules of exemptions, 
deductions, exclusions, !and so forth, and then set a rate 
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to be applied to the Federal Tax. This·should also have 
the added feature of being cheaper to administer·than 
a whole new program. 

In the interest of saving time there will be 
no summary but we will merely say that this concludes 
our statement and thank you for your interest and 
courtesy in having heard us. 

ASSEMBLYMAN PERSKIE: As I understand it Mr. 
Shanahan, the comment you made·about the county tax· 
boards having night hearings,wouldn°t require legislation. 
I think that is within the purview of the.county tax 
boards now. 

The only other-thing I really wanted to note 
was that if there is any taxpayers 0 group,from any 
county, that doesn°t have to worry about its voice 
being heard in the.Legislature, I think it would be 
somebody from.the County of Hunterdon. 

ASSEMBLYMAN FORAN: I 0 11 take that as a compli-
ment to myself. 

MR. SHANAHAN: Then per~aps I should say 
the night hearings should be mandated because I donut 
think you will find any county bo~rd that will hold 
them. We have asked in our county and they refused. 

ASSEMBLYMAN BEDELL: I have no questions, sir. 
Thank you very much. 

If it appears that I am calling people out 
of the ordinary attrition of slips here,·. it is because 
we have had some requests prior to today for these 
people to be allowed to come before the Committee. 

I now call Mro Herbert Starkey, Director 
of Research, NJEA. 

HERBERT s TARKEY: I am 'S. Herbert 
Starkey, NJEA Director of Research, representing the 
New Jersey EducationAssociatiori. I regret not hav-
ing a prepared statement. I am very busy ri'ght now 
preparing one for the Education Committee.·. My reason 
for being here is because in. a few cases there are 
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some tax implications ;in! certain bills that concern 
education. 

our association 1is on record endorsing with certain 
conditions the.· tax refor!pt, the income tax, and in general. 
the tax program. I wouJ.)d say the major groups in the 
educa.tion area., includitjg school boards, superintendents, 
parent-teacher organizatjions, as well as the.profes-
sional teachers, probabliy see eye to eye in. terms of the 
major advantages.of tax :reform. After all we do haV$ 
a. court decision hanging oyer our heads. 

' 
We do have·a geduine concern for a very serious 

I , • 

question. How much rev$nue from these tax bills will 
be available fo~ this d~stribution of the full cost . . i , . 

responsibility of current operating expenses? This is 
. i 

a crucial question. It :is one I hope you have the 
answer to before. the bi1;1s are completed. We are 

' 

most appreciative of the' problems of drafting this many 
bills, having it ready i1n a rush, and I would be the 
last one, I think, to c::i::;iticize 'the possible small 

I ' 

errors and technical co:tirections that are needed in 
' . 

many of these bills .. 
I 
I 

It is very obviously a super human job to draw 
all this together in suqh a short time. Therefore, ours 
is not criticism but jus!t questions which we hope 

I ' 

you will help have answeired befqre the package is completed. 
A-1272, which isl the responsibility, I believe, 

of the Assembly Educati~n Committee, was referred to 
this morning as a two bi;llion dollar appropriation 
i tern. That is a lot of ~oney. .And if it is that much, 
and we agree it probabl~ is, then it has to be done 
carefully. You can't appropriate money you don't 
have. The question then is, is :there revenue to 

j ' 

balance that kind of distribution? 
Our concern is, . !if there isn't, we don't have 

any alternate if this pajckage gdes through. I worked 
in this area on the Dumqnt State Aid Act of 1954 and 
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I have worked on all the ones since tha.t time and 
everytime it wasdifficult to find tax money, 'We, 
found refuge in the local property tax. That door 
is apparently going to be closed at this time and the 
responsibility then is completely on you gentlemen 
in the Legislature, and the Governor, for children 9 s 
education, whether it is high quality, average, or 
low, it is in your hands - it wonut be in the local 
property owner 1 s any longer. It is a serious· re-
sponsibility and we are sure you are equal to it.' 

Our question first is in reference to Assembly 
Concurrent Resolution #110. This resolution amends 
the Constitution to insert a one dollar per hundred of 
equalized valuation for a state tax. I note this 
morning the question wa.s raised about dedicationa We 
are not raising q. question on that at this point. ·we 
think there are other ways to assure that the money 
will be used for education but we do have a very serious 
concern about the timing on this change of the Constitu-
tion. We want to make sure.you see the danger in this 
being put to the voters in November if the package 
has not been enacted into law. In other words, it 
would be disastrous, I think, for this to be put on the 
ballot without an income tax, because if any of this 
package goes through - or none of it goes through - and 
the court decisions are saying, "no local property tax, 11 

the only place left that we know of is a state property 
tax for all of education, and you couldn at do .. it with · 
a dollar - you would be talking $2.25 to $2.50~ 

So, we are simply saying please be· sure not 
to allow that resolution and that amendment to the 
constitution to .be enacted until there is a complete 
package.· 

The same thing would be true for .ACR-111 
because we think in that area of changing the assessment 
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practice .on property, c::oµld be dangerous. It would 
: . 

be uncertain .if we are gbing to have to.depend on 
property taxes be cau,s~ o;f cou+t pressure. 

, I , 

. Now on Assembly boncurre'nt Resolut.i,on .. 112, and 
I'd like to take along ~ith that,bill 1299. which imposes 

' tax ceilings - my major t~stimony is in this area of 
tax ceilings - it appear1s to us ;to have a double . 

I 
' I 

standard, one standard fpr munic;ipalities and counties 
, I 

a;n.d for some reason, wh.iGh I am ;not clear why, a dif-
ferent standard for boards of education and school 
funds .• ,. In all three areias there· is a provision for 
exceeding the ceiling. 
on a referendum. What 

: 
!It means going to the people 

W:e can't;understand is why 
I 

in section, I believe, 7;, which .is the. ceiling f.or 
i 

county.and municipal purposes, it is sirnply a majority 
vote of those voting at :a referendum. 

Back in Sec.tion !3, . we .b.~ve inserted as a minimum 
the number of votes casti at such referendllIIl shall equal 

I ' at least 15% of the total number of votes cast at the 
I , 

! 

preceding· election. Wei don° t ujnderstand why· this·· 
i 

appears.- The situation tis the ~arne. If the people 
wish to vote a higher ta~ upon.themselves it would 

. I . 

seem to be their right· sb w:hy the distinction? We would, 
oppose any minimum. rt! is a new pri~ciple ·. to · enhance 
non-voting and say that ;all you ;have to do to cast 
a ballot is to stay home,. But that is what.· you are 
doing if you have a minifum in there. 

I.would like to mention-- This is not a 
criticism or opposition iin any way but I'd like to 
mention a little resea:rch we we~e doing that .. I think 

I 

even the League of Munic!ipali ties. and county government 
groups wqu.ld be interest:ed in. In 1299 the method· of 
determining the ceiling !is • to ta:ke the average equal,-

' ' ' 

ized valu.ation taxable fbr' ·three prior years. · I have 
i 

·. checked over a few placeis .in my own county. of Mercer, 
' ' 

like Ewing Township whe~e I live, Morris Township, ·and 
, I 

I checked Madison Township, and it .is my belief - and here 
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again it is all right as long as you know what's going 
to happen - that by taking this average of the three· 
prior years in these fast growing commuffities ·yau·could 
have a difference of 25% in. the rateables you are using 
to determine the ceiling. So, I would say that in a 
fast growing county, that 50¢ rate you pay., in actuality, 
would be more like a 40¢ rate, or 42¢ rate. As I looked 
at Madison Township, $1.50 municipal might, in reality -
.in. terms of what is used in determining the current .tax 
rate - be no more than $1.20. I think you ought to 
examine that and see if- that is what you intend. 

The other problem is the fact of the school 
leeway in the sense-- There is no ceiling on school 
levy; in other words, any additional cost in the 

' school area is by referendum. We have a problem here 
that is in ACR #112 - and that is why I am bringing it 
up here - and that is the question of the optional 
right to spend more money than the standard that the 
State sets. The way the resolution is written, and the 
way the Legislation is written, is that a present 
expenditure level may be maintained. Our concern 
here is that it does not take into consideration any 
inflation - the normal changes that go on year after 
year. Let me cite that by an illustration. If we 
took $1,000 as a standard figure the State might set, 
and a community is currently spending $1,200, under 
this legislation there would not need to be a referendum 
as long as that figure stayed at $1,200 per pupil. 
Unless something different has happened in the last 
30 or 40 years, that thousand is going to gradually 
creep up and reach that $1,200. I don't know the number 
of years it will take, but what you are saying to that 
district that is spending $1,200 is that that leeway 
is really shrinking every year and bringing it doirm to 
the average. 
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I. don't want to :complicate what we a.re saying 
in the Education Co[flmitt;.ee and.get you involved,but, 
my concern is this, why,\ is that district at $1,200? 
A.nd the answer may not be quality; it is in what part 
of the State it is. We ·believe that the best way to 
take car€;! of cost of livin9 differences and cost of . 
services differences is ;going to have to.be, until we 
perfect the data we neetj. for ·being more objective, through 
leeway. We might be saying to a district in Northern 
Jersey, where costs arf2 igreater ,i where the teachers 

I . . 
quality may be better - they are •buying teachers at the 
top of the . scale 1:)ecausei they want .. experienced people. -
we may be· saying to tha~ district, "you have an inferior 
education" because they san ° t go . above that point, $1, 200 

·without a referendum. ~at we are·. saying is this,. 
c·ouldn ° t that be change9 to a percentage above the.· 
standard of 20%, that i~ what $1,200 is, and that they 
can stay there at 20% a~ove the State standard? That's 

I , 

like a millage allowing :someone :to vote themselves a 
, I 

10 millage over the sta~dard, as long as it doesn't 
change. So we are askinig that you consider that~ We i ' . 
will be talking to the. EJducation Committee along the 
same, lines on that point:. 

I 

I have one other: point J1 think should be 
brought up and that I thJink is·· all that is. nec::essary 
except to answer your qu!estions. We appreciate 
that between now and thei time ydur Legislative session 
is over the biggest job Of all is matching.revenue. 

' ' 
with nP-ed. I am just re!it,erating our· concern that this 
time and from now on if jthis package is moving then 
the quality of education in New ;Jersey won°t be 
conditioned primarily by: the local taxpayer; it.is 
going to be in the hands! of the ·Commissioner of Education 
· and the L·egislature who :are going to appar~ntly set 
the standard quality. w:~ hope you do a1s good a·-- job 
as the local school boar1ds and taxpayers have done 
in the last 20 or 30 ye~rs. r 
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. I don° t think I have to apologiz'e for the 
•average educational·level in New Jersey. New Jersey 
has, and always has had, on the average, good schools. 
The only.sad thing is there are too many schools that 
are below average. 

ASSEMBLYMAN PERSKIE: Mr. Starkey, what do you 
see as the impact of this package·of proposals on 
the - what we would call the highest caliber schools? 

MR~ STARKEY: If the courts do not step 'in 
and ·say that above a certain point i;s inequitable 
and cannot be tolerated, I would say that provided--
I feel this way; that much of the difference in cqst, 
much of the difference, maybe a majority of the dif-
ference between communities in the State,is related 
to the areas of the State and the salary - not 
necessarily the cost of living but the going rate on 
salaries paid, whether it be for a secretary, a bus 
driver, a teacher, or anybody else.- it relates more· 
to, perhaps, per capita income in various communities\ 
There is probably too much differential. I think this 
program, given a little time to work and using a leeway, 
would be much mo1l'Je equitable than it is now. 

ASSEMBLYMAN PERSKIE.:, .. ,All~ ,ri.ght.~- ; I...am doncerned 
in the direction, not with bringing up the lowest 
caliber educational facilities but rather, what, if any, 
negative impact there might be on the, what we would 
call, the higher caliber schools. I wonder if you can 
give me any :1:eact;ion :- . if ;mu have any reaction - to 
whether or not if this package goes through :and the 
option to provide excess over State aid is left to• 
the voters, whether you can give me any reading as to 
whether you think many of the communities with.the 
higher caliber educational facilities now would 
voluntarily vote to increase or at least continue where 
they are'? 

MRa STARKEY: I wouldn°t predict,~ it is a 
different kind of election than we have· had before. , 

llA 



ASSEMBLYMAN PERSIKIE: This whole thing is a 
whole different ballgame; and we need as much information 
as we can get. 

MR. STARKEY: I ifeel this way, if you allow, 
according to my testimony, a district that is now 20% 
a_bove - I am not necessa!rily say!ing the quality is 
better because of the 20t%, it may be that is is just. 
costing that much more tio produce the same quality,, 

' but if we could permit tr.hat 20% to be maintained 
without a referendum andf only require referendum if 
a district tried to move:, say, t:o 25%,. or some higher 
percentage., I .think, th~ri, that the. districts that 
are above in quality wil~ stay tli:iere. I think we are 
worried about it_, thoughf, if it is a ceiling of a 

i 

dollar amount, in which ithe diffjerence is going to 
shrink to zero. 

ASSEMBLYMAN PERS~·GE: Do you feel that that 
! 

kind of a program would 1tend to 'impede the extent 
to which the higher calijber schobls would continue 
to search for even higher quali t1y'? 

MR. STARKEY: I don't think so for this reason, 
we are saying to the dis~ricts below the State 

I 

mandated figure that they may come up to thci.t figure, 
I 

and are encouraged to adso, at ;the rate of 20%, say, 
per yearo · I am sure tha~ if the:y can do that, the 
wide disparity in salaries, let',s say, iri. Southern::New 

. i • Jersey and Rural New Jersey and the Northern part will 
i 

begin to be eliminated a.pd I would think in terms of 
I 

being able to seek experienced, ~uali ty trained people., 
t;p.ey may be able to attr~ct them ~uch better. In fact 

. • I 

it would be much more attractive; to--. 
ASSEMBLYMAN_ PERS~IE: Are you saying then this 

! ; • would tend to .increase ojr decrease the extent to which 
' . . 

the availability of highf caliber; teachers would tend to 
be reflected in the sala~ies'? In other words, if there 
are more high :caliber te~chers a:ttracted because of 
the increase at the bottbm of the scale, what will this 
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do to· the schools that are now paying a VE!ry high 
rate? Won°t they-have to increase just to keep what 
they have? 

MR~ STARKEY: No, I think the difference is 

this, · in the past 20 years we have had a shortage of 
teachers and one district would have to steal, perhaps, 
from another. It doesn°t look that way for the next 
10 years. So I would assume that given ability to 
finance sound salaries in the poor parts of the state 
good teachers will be available to fill those jobs. 

ASSEMBLYMAN PERSKIE: I don°t doubt that. 
Again, my concern for the moment is what happens to 
the systems in the richer parts of the State that are 
now enjoying, in effect, a monopoly amongst the highest 
qualified teachers because of the salaries that they 
are now paying. This inevitably would have to suffer, 
wouldn°t it? 

MR. STARI-<:EY: Not if you are assuming there is 
an ample supply of teachers, and I think the:i:::e will 
be. 

ASSEMBLYMAN PERSKIE ·rhank you. 
ASSEMBLYMAN MANCINI: Mr. Starkey, what has been 

the past 5 years on the the increase, roughly, during 
average for per pupil cost? 
on the 834 dollars, or what 

In other words, reflecting 
have we, we actually do 

not know what this figure will be if this program is 
implemented in 1974, but can •just rm1ghly guess. 

MR. STARKEY: We have done work in that area 
and I think we can give you a prettyaccurate answer. 
Not saying what it should be, but on the average, using 
the weighting that·is proposed in 1272 '""we are now in 
the year 1 71~ 0 72 - the figure of $842 is pretty accurate; 
in 1 72-- 0 73, I 1 d say a little over$00; in 1 73- 0 74, which 
is the year I think we are talking about, •r would say 
again the present cost, using that same method of 

weighting, would be around$960. Where the actual cost 

13A 



of education, unwei.9hted, jumped from 1 69··· 1 70, to 
'70- 1 71 by $110 per pupil, which was a. rather surprising 
12% or 13%, the percentage has been dropping every 
year since and I believe you will find the figure for 

1 71- 1 72 is 10% and looks more like 7% in the future 
at least. We don't knqw how to project beyond that. 

ASSEMBLY.M.A.l.'1 JYJANCINI: You anticipate with the 
bigger quantity of teachers available, that this will 
continue to go down - this percentage of .increase 
per pupil cost'? 

MR. STARKEY: It is hard to say; the inference 
you are making, of course-,.- Ye.s, in dollar amounts 
I think that teachers s:alaries occupy a big amount in 
the budget but for years,percentage wise,we could see 
no difference in the. increases for teachers' salaries 
than for anything else the school buys; they are all 
in the same ballpark. 

JOHN 

ASSEMBLYMAN MANCINI~ Thank you. 
ASSEMBLYMAN BEDELL: Thank you very much, sir. 
Mr. John T. Ash, Cape May, New Jersey. 

ASH: Mr. Chairman, Members of the 
Committee, I am John Ash fr:om Mays Landing and I am 
speaking today on behalf of the Task Force on T.axat.ion 
of the Church and Society Committee of the Synod of 
the United Pr~sbyterian ·. Church here in New Jersey. 

My statement is,in rough form and I do not 
have copies for each of you. 

The Synod of New ~Jersey of the United Presby-
terian Church, last Oct0ber, adopted the following 

I • 

recommendation. The Synod recorded its deep concern 
for comnrehensive revision of the tax structure and :l..~ . I 

revenue distribution system of New Jersey that will 
provide-for tax equity, tax relief and tax reform" 
Since that time our Church and Society cdnrn.i ttee 
and its task force has ~tudied the issue. At this 
time we cannot speak for the Synod itself since it 
will not meet until October; neither can we speak for 
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the fuTl committee since its scheduled meetihg·is not 
until next week. Rather ~ith the rush of the time 
of the hearings, we are speaking for ourselves as 
the task force. · 

We have reviewed the current proposals for 
tax changes in light of the desire of the Synod ·for tax 
:equity,, tax relief, and.tax_ reform., The Task Force 
finds itself in full agreement with many of the basics 
of the proposed legislation that are intended to 
create income elastic tax sources, provide property 
tax r~lief and the State assumption of the various 
costs, to enact comprehensive municipal block grant 
programs, to enact a graduated personal income tax 
and to attempt to move away from the present regressive 
tax system that, according to the Tax Policy Committee's 
report, is taking 19% of the income of those under 
$3,000 and only 5.-;l-% of thos~ over $25,000. 

Many people have said, and Iain sure you gentle-
men have had well impressed upon you, that the time'for 
change i:S. nowa I donut think, and we _don't feel it can 
be considered a truism that we must provide for equal 

·opportunity in education, that we must stop the burden 
of the property tax i11 New Jersey and then do nothing 
about it~ It is our hope that the necessity for change 
can be seen not only in light of certain judicial 
mandates that may become law, as in the case of the 
Better decision, but also in terms of the necessity to 

. . 
proyide .. a,.~ realistic and fair· tax base that can have 
some hope of providing funds for State and Local Govern-
ment. 

It is also our hope, as you have heard many 
times this morning, that the tax package that you now 
have before you will not be blocked simply because 
there are many special interest and preferential 
treatments ·that are demanding attention and.therefore 
putting the pressure on you not to support the issue 
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of tax reform unless these things are compe.nsated 
·and changed according ito their desires. 

Certainly we have every confidence that the 
,· • , I 

, . I . • Legislature can put.forth a fair program. We would 
I 

specifically stress several key points of the 
legislation intu:::·oduceq. by the Governor. First, we 
concur strongly on th~ need far setting maximum 
amounts that can.be r~ised by.the property tax with-
out specific approval :by the v;oters to exceed these 
limits, or in the case of the statewide property· 

' I. : 

tax by constitutional !amendment.. We see two reasons 
for this, ,ene has beeri1 dealt ~i th. many times, the 
con:fidence of the votelr - will there in fact be tax 

I 

relief or will there j:Ust be one tax piled on another? 
I 

Secondly, · we fieel that statutory and cons ti tu-
'tional limits will help produde the guaranteed reduced 

• , ,'I • ~.. j I 

role for the property :tax in the overall revenue system. 
The Tax Policy Cammi ttree, has offered as its goal that . 

I , 

no more than l/3 of st~ate .and 'local tax income come 
from property taxes. iif the proposed limits are maintained, 

• ! • 

there is the possibility that this 1/3 can be lowered 
I . . 

even more since the o-qher sou:J::'.ces of :income would continue 
to, rise•o!,.' 

However, it mu.st not be forgotten that even 
I 

with prol)erty tax relief, the ,overall tax system in 
New. Jersey is still no:t progressive, as indicated in 
table 18 of the first ireport. In line with these 
concerns for property :tax limi:ts ,. the task force is 
convinced that the ini1tial municipal block grants 

. . . . . I 

should be mandated fo~ property tax relief, as the 
Tax Policy Committee ~ecommended in Chapter 4 of the 

! ' 

third report. 
I 

Assembly bill #1275 containing the block grant 
program specifies thatj the funds shall .be used for the 
maintaining and U};)gra~ing of municipal services in 
Section 6 .. The bill, however, does not specify that. 

I 

such funds shall initial;J.y be used for property tax 
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reliefo It was the of Tax Pol 
Committee that the $1000 limit for municipal expenditures, 
exclusive of a debt service and the reserve for 
uncollected taxes, and the $,.50 for county purposes 
would be feasible.due to the relief possible through 
the municipal grant program. Based on the reduction 
schedule, the Tax Policy Committee calculated the re-
sultant tax rates that would be obtained for the 567 
municipalities" Howeve,r, the calculations of the 
Committee do.not indicate actually which municipalities 
would be in excess of that dollar and fifty cent limit 
at the time the legislation went into effect, and if 
you study the materLal it doesnut seem that you can 
determine that. There is only some·indication even 
of what the debt service and the reserve fund of 
collected taxes is for selected municipalities. 

The report does indicate the net effect of the 
reduction of taxes due to the block grant but it would 
have been helpful to have the actual resultant tax 
rates for'the municipal operations, exclusive of 
debt service and the reserve, in order to see the 
comparative cost in property taxes of municipal govern-
ment after the block grant, assuming that the block 
grant were used for tax relief. 

Nonetheless it can be seen which municipalities 
will continue to have a high rate of taxation even 
with the proposed block grant and the transfer of 
certain functions to the State and even if the block 
grant is used for property tax reducation. 

I have selected a f e1lAI' cities here which I will 
just briefly refer to for comparisonr those are the 
11 big 6 11 plus some others in the urban northeast 
compared with certain districts in Bergen County which 
is one of our more affluent counties. The municipal 
tax rate then - county rates - including debt service 
and reserve in places like Ne'¥11ark would be 3. 23, Jersey 
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City$2.68, Camden $3.2~, Trenton $2.78, Paterson $2~47, 
however, Bergenfield wquld be $1.22, Englewood. $2.06, 
Fairlawn $1.03, Ft. LeJ $1.48. There still remains 
a large discrepancy in:the tax necessary to finance 

' . . . i . . . . . . 
municipal government between the older urban centers 
and the more affluent communities. And $0 the issue 

. l . . . , . 

confronting the urban 6enters is the extent to which 
•• • I • 

they will use the bloc~ grant for tax relief if.it 
is not so mandated in ~ither the first or_ subsequent 
years. 

-~- .: )> Since the · need ; for municipal services and 
·: );,.:.\ .· . . . . 
·,~:functions continues so :high, the temptation would 

be to let.the tax rate :remain high while using the 
block grant for upgrading services. Thus, if the 

i ' . 
rate.is above the limitj initially and permitted to be 
so, according to the 1Jgislatio~, it might be permitted 

: . . . . 

to remain there, if thE;l statutes allow, rather than, 
I . . 

lower the taxe.s. Perh~ps a closer interrelationship 
. . 

of 1299, _ sections · 3 & ~;needs to be taken in conj.u;nction 
with 1275, sections 3 6. 

The task force :further believes the statutes 
should require limits tdo be set on the amount that 
can be spent for educatjion for each school district_. 

. . 
Legislation introduced :reflects the conviction_ex:pressed 
in the Governor 1 s tax message and I quote,_ 11 school 
districts which desire \o spend more than their present 
rate of the State ;rate! established by the Commissioner 

I . 

of Education may do so 1without any restr:i:ctions as to 
the level of spending, tsubject to the approval of the I . 

I 

local electorate. 11 The1 Governdr continues, n localities 
I • • 

: ' : ' . 
must be permitted ,to supplement State -funds with local 

. . ·. . i . -- . 

resources as the people, from each-community determine , 
•• I •• ., 

the wisest course for ~he educa!t;.ion of their children. 
I recognize _there are 9ertain unresolved constitutional 
differences in this areja. Unless ___ judicially mandated 
to the contrary, we shoiuld- not foreclose a district 
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where the citizens desire to provide the ultimate 
in educational programs.u 

It is our opinion that such a plan would not 
provide· for true equal educational opportunity which 
is mandated by the constitution in the terms of 
providing a thorough and efficient educa'tiori for 
every child in the State. Rather, such local options 
would perpetuate the gap that separates the high~r 
spending districts from the lower ones. It is true' 
that the cost of education would raise on the·average 
to the State support level, which is way above the 
average spent by a number of districts. But the top 
20% to 30% wduld still be provided.with certain 
advantages that would propel them beyond the opportunity 
afforded the rest of the children. Certainly the 
amount spent is not the sole indicator - I think our 
previous speaker spoke to that, about spending and 
equality, or quality of education - but nonetheless 
if you do have more money to spend in one community, 
there is some hope, assuming proper management, ·. that 
you can produce better quality. 

It would have been beneficial, in fact, to 
have an es·timate of how many districts now below the 
State support ·1evel would raise their e:xpenditures 
in order to cap.ti.ire a part of their share of the 
State leeway fund. The Committee's report does not 
indicate whether or not it felt·there would be such 
a large number of districts to the extent they would. 
have a significant impact on the:total cost of education • 
The calculations on which the need for new monies. are 
based, namely those on page 49 of report 3, assume 
that the State share of leeway will be limited to 

·those already spending above the suggested base, 
and of course these figures will be out of date by 
the time of that implementation. 

Furthermore, it would have been.useful to have 
an estimate of what the overall pupil expenditure 
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would be with a base o~ $8.43. That is, since many 
districts will be above that base, what, in,fact, would 

'be the final average PE/r weighted pupil in the State? 
As best I can figure,it would be an average, on their 
calculations.of about $915. As was previously 
mentioned, all these f~gures must stand the scrutiny 
of regional cost facto:ws. The value of an $843 
education in the Southern Counties would no doubt 

I 

be higher than that inithe more costly urban Northeast. 
The Commissioner, u.nde~, the proposed legislation, could 

! 

reduce the sum to certain municipalities whose costs 
were less than the average and raise those whose costs 
were higher, a leeway from 80% to 120%. 

And yet, however, the real distortion in the 
averages for monies spent comes in the Northeast itself 

I 

where we might assume .{hat cost factors of operating 
a school are somewhat uniform, uniform, say, in the 
20 mile radius of Newaik. It is in the 6 counties of 
that area, Essex, Huds6n, Morris, Passaic, Union and 
Bergen, that· some of the most glaring expenditure·. 
variations occur. I • These are the counties who have 50% 
of the students in the,State school system and whose 
cost per pupil is gene:¾ally much higher than that in 
the Southern counties. But it is in these counties 
where you have some sc~ools who are operating well 

I 

below what the average•would be now and therefore when 
the average .will raise will continue to operate well 
below what some of the counterpart communities would 
have. 

Two issues can be raised, one is in conjunction 
with sec.tion 4 or 1272 1 the other with the. amount spent 
on leeway expenditure. 'rhe Commissioner is given the 
authority to raise or iower, as I ipdicated, the average 
pupil expenditure per district. For example, it is 

' easy to see that this may be reduced for the Southern 
Counties and raised for the.Northern ones., Measured 
by the Consumer Price Index and other indices,cost and 
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income are lowerm the South than in the North. The 
Northern Counties in a sense then must spend more to 
stay even. It is probable that the Commissioner will 
determine the basic Sfate sum for each municipality 

·on each municipality's own terms. For instance, would 
it be expected that the base cost of education in an 
affluent Bergen County suburb would be raised due to 
'regional cost? If it were then that date would provide--

ASSEMBLYMAN BEDELL: Sir, may I interrupt for 
a moment? You are getting 'rather deeply into legislation 
that is not before this committee; it is before the 
Education· Committee; We are superficially interes.ted 

' ' 'but there is no point in going into any extreme and 
in-depth of the . w:here~i thal of that legisi~tion' 

. ' . 

because it is not under our consideration at this.t1.me. 
MR. ASH: O.K. Let me just say that we do 

feel that the cost should be limited because.when it 
is all but impossible for a community to raise its 
level of expenditures above the 133%, after which no· 
state leeway funds are available, thi~ would not have 
the same ~ifficulty upon the more highly rateable 
rich communities and I think the limits on spending 
become very glaring on that, especially when you· 
consider the communities in the Northeast which have 
such a great variation. 

We·· raise these questions, not because we are 
not in sympathy with the proposed legislation or the 
intent of tax reform, we are very strongly for it; 
but we are even more strongly for an equitable arid 
fair tax system to be devised and implemented at this 
time so that, in a few years from now, we don't have 
the· same questions raised all over again, "what happened 
to the money" or 11 why were we unable to take care of 
the kinds of needs we thought we were taking care of:?" 

In: line with this, it is unfortunate that the 
Tax Policy Co:rntnittee did not provide for the Legislature 
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i 
and for the Governor, iwhat the effect of these proposals . . . I . . 
would p~ over a five ~o ten ye_ar period on the income 
gap that is predicted

1
1for. '7 5 and 1 80. It. is unfortunate 

they did not run simu ations and projections in order 
' ' ' 

to give as balanced a9d as accurate a presentation as 
possible. i 

I 

This conclude~ my testimony on behalf of the 
task force of the ChuJch's Society Committee. I would 

I . : 

like to make a persona'.l statement at this time~ that 
. . . I. . : .. 

. is, my own particular 'V[1ew. • · · 
, • . ' t. ! 

It is general]y a!!,;gued that the State cannot 
\ i 

rely too 'much on the ~ncome tax since it does not have 
. 1 

open to it deficit sp~nding in the manner of the Federal 
Government. Consequetjtly, some of.the reasoning goes, 

I 

the reliance on.the i~come tax cannot be too great 
because i.n the event cjf an economic down-turn there 
will not be sufficien~ money to carry on existing 
programs,- personal itjcorne will be less, consequently 

• so will tax collectio]I. It s~ems to me that this is 
part of the .. reasoning that leads to the recomIIle.ndation 
for the Statewide . .Pr perty Tax of $1. 00 and an income 

. tax. rate that is basia~1ally one-half that of New York 
State. The proposed ate, ac~ording to the Committee's 
report would take abo~t 1½% of the personal income of 
the residents of the ~tate, an amount about equal to 

.. the proposed amount o~ the income from the Statewide 
,, . I 

Property Tax; somewhat! in the :neighborhood of $550, oo·o, 000. 
So, together, they woJld take. about 3% of personal 
income with the under4tanding that part of the State-
wide Property Tax, of jcourse, :is borne by business 

, , I 

and commercial intereE1ts~ " . i 
A more .importajnt point is, for the sake of 

argument, when the 3% iis divided b~tween J.)roperty tax 
I 

and income tax, the t~x is not;. as progressive as it 
. i : would be if it were borne totally out of an income tax. 

! 

Comparing figures ove~ the 19-st ten years indicates 
• ' ,, • C 

the ·changing economic !conditions ·do not have much to do 
I 
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with the amount of income that would be received from 
an income tax. The table I have prepared, based on 
an equalized valuation and the reported figures for 
personal income in New Jersey,sho-wsthat the income 
that could have been raised over a ten-year period 
on a,reflecting back, $1.00 property tax and 1½% gross 
of personal income - graduated personal income tax - would 
produce funds that would, in most instances, be equal 
tb the funds that would be raised by a State Income Tax 
of around 3%. •rhe table shows that if an income tax 
of the full New York rate, twice the projected rate, 
were enacted there would not be any loss of,money that 
could be guaranteed by a property tax rather than 
an income ta.x. In fact, a 3.2% income tax would have 
raised more money in each of the 1o·or the 11 years 
from '61 to B71 than the combined taxation and,if we 
assume some constant,20% of this hypothetical dollar, 
iwere1 for cornmercial and industrial share, :·a low 
percent, it could be· deducted from the total tax of 
property funds raised and then the raise for the income 
tax would not need have been higher over the last 11 
years than about 2. 86% of personal income·. · The 
progressivity of such a system would be fair and the 
elasticity of the income source, as well as its 
security, would have provided the necessary balanced 
tax structure·. 

Consequently, if a full income tax ratewere 
adopted at something less than the New York rate, -. say 
2o7% 0£ personal income rather than 3% or for the 
year 1971 a difference of some $103 million to the 
taxpayers - this rate of 2. '7%, being substituted for 
the l.5%rate would permit the elimination of the 
Statewide Property Tax of $1.00. The taxpayer would 
then have a total of about 50% or more in property 
tax reduction. It.might be argued that the income 
tax could always be raised but the property tax 
was fixed, etc. That is an argument, I am sure, that will 
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go on until the last ~egislature closes. 
But while the ;constitution cannot be amended 

I 

quite so easily, nonetiheless I think we could. keep 
in check, provided we [had the accurate data, the rate 
at which the income tax is levied. 

i 
It was somewh1t personally dismaying to rii.e 

that in the end the cdmmittee, and subsequently the 
Governor, opted for a \tax revision that was still 

· not progressive. Tablie 536, summary 5 table, indicates 
• I 

that there is a substaintial shift in the progressivity 
i 

index but the Committeie opted for· a system that is 
i 

basically proportional[ rather than progressive. 
i 

It is my hope,[ and my belief, that our tax 
I 

. system should be progr:essive, not regressive or even 
! . 
i proportioned. Thank you. 

ASSEMBLYMAN PEkSKIE: Mr. Chairman,. I" just want 
I 

to note for the recordl, becaus,e I happen to know Mr. Ash 
and I am proud of his ft.estimony, that Mr. Ash is. a 

I 

resident of Mays Landihg which is not only in, but 
i 

also is the County Seajt of Atlantic County, not Cape 
May. 

address 

t 
I 

ASSEMBLYMAN BEPELL: 
ASSEMBLYMAN EE~SKIE: 
listed there. ! 

I 

That is my error. 
No, ' I think it is the 

ASSEMBLYMAN BEDELL: Thanky~u very much, sir. 
I will .. now • .,c~ll upon. Mr. Charles Marciante, 

President, New Jersey State.AFL-CIO, Trenton, New Jersey. 
I 

C H A R L E S M A R I A N T E: Mr. Chairman; my· 
name is Charles Marcia~te, President of the New Jersey 
AFL-CIO and I'd like tb thank the Committee at this 

I 

time for giving me the!_permission to appear. 
I • 

First off I'd iike to congratulate the Committee 
I 

for the durability the~ have shown throughout the 
various hearings. 

I 

The State AFL-CIO had a committee that looked 
into the recommendations of the State Tax Policy Committee 
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and also had a very Shor;t.time to review the recom-· 
mendatior1s of the Governor which he•made following 
the Committee's report. 

Our purpose here today is to reiterate the 
position of our organization. You have the copy of 
the report that has been submitted to our convention 
and also a resolution that was adopted at our convention. 
So, without trying on your patience I would like to 
begin on page 8 of that and list our objections to 
the tax proposal. With your permission,!at the .bottom 
of the page: Thus ,. in conclusion , we recommend· the 
fallowing, that al though we . recomme.nd the need for 
more tax income and a . gEmeral revision .of. our State O s 
tax structure, we should oppose the proposed ta:x: 
program for the, following major reasons: 
lo There should be no windfall for business and 
industry at the expense of the personal taxpay~r, , 
either now or at any time in the future. Taxes on 
business an¢! industry.should beincreased proportionately 
with the taxes on individuals,and preferably through 
the same income tax law. 
2o There should be no new tax of any kind unless 
there.is first adopted a constitutional amendment 
guaranteeing that there will be no increase in any 
such new, or any existing,broad.base tax. What 'we 
are saying, in effect, is go back to the people Joy · 
referendum. 
3. Landlords of whatever rental housing unit may 

exist should not profit f.rom tax reduction, for which 

they are now charging their tenants, at any time now 
or in the future, either wholly o:r .in parto 
4. No personal income .tax should be.imposed on any 
individu.al _or family unit whose ine;ome is not. above 
the poverty level. 

Now with yot1r pe:rmission I would like to •> 

review those .four points and sort: of·outline to you 
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some of the reasons for. these recomrnenda.tions. I 
I 

think it is fairly well recognized th.3.t over the· 

years big business, ba~ks, in;surance cornpanies, through 
I 

legislative action hav:9 received tax concessions. 
don I t. feel that these 1$hould be further improved; 

We 
since 

they already - a major~ty of the larger industries 
_and your banks and insprance companies ·- do enjoy a 
priviliged status at the present time" 

i 

On the second J!.':>oint, the idea of having a 

guarantee, we feel, is•of the utmost importance 
! 

if there is to be an irjicorne tax,and the earliest 
possible date that a g4arantee could be put into the 

i .constitution would be January 1 of 1974 because you 
would have to go through this legislature with action 
taken by the body in iJs entirety" Also, in 1973 
they would have to do ~he same ·thing, approve the 
constitutional guarant~e and then, of course, submit 

' 

it to the electorate in November of 1973 to become 
I 

effective in January of
1 

1974. We feel that the 
I 

guarantee is probably t!he most important thing that 
we can rely Ona 

With regard to point three, our resolution 
i 

which was adopted at co:r1vention and is not spelled out 
in the third point that was presented in the report our 

I 

.Exe cu ti ve Board took the action· that protections to 
the tenant be guaranteed by an adequate form of rent 

I 

control. Now I understand those who are speaking 
for tenants are saying that they will accept the 
package as it is and th~y say that is the realistic 

I 

approach. We feel the :i;:-ealistic:: approach is through 
some form of rent-control. 

The other part -~hat 'disturbes us with regard 
to the proposal on rental uni tEJ is that rental uni ts 
of three or less are tax exempti they don't come under 
the provisions of the p:r;oposal.- Now we realize that 
40% of our State 0 s citi~ens live·in rental units, and then 
When you begin to break 1,down the uni ta of three or less, 
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I think you will find, al thouqh I do.n' t have· those. 
figures, tinfortunately, that the higher percentage 
of that 40% of our State's citizens do live in units 
of tht'eE'- or less and w.:.~ feel· that these people who 

own these units, in many cases slurnlm.:-ds. . should not 
be exempt from cciveJ:"age of the act. 

01ir fourth point, no personal income tax 
should be imposed on any individual or family unit 
whose income is not. above the poverty level. - r.r•he 

poverty level cannot be in a fixed figure because, 
as we know, the cost.·of living goes up annually. We 
feel that some provision should be made ~o:.. if .. 
possibre through the Bureau of Labor Statistics 
annually determine the poverty level so that these 

people's incomes, or 'lf.rhat money they do receive, will 
not be affected. 

We have listed our objections and we find that 
if these objections are met, our problem will very, 

. J 

very, quickly su~side . 
I would like to point out one itemand it has· 

been mentioned in the press. This may not be the 
place to mention it but I would like to express it, 
that the labor movement in New Jersey is being charged 

with t~e defeat of an income tax. This same argument 
w?s used in 1966 and I must state qt this time that. 
in 1966 the newspapers were entirely wrong, for most 
of you who served in the Legislature at that time 
knew that it was the action of political leaders on 
Legislators.that stopped that tax reform. This time 
w~ are running into the same thing. Having worked 
in the Legislature arid knowing the temper of the 
Legislature, that temper was hardly-- I woi'.ild even venture to 
call it lukewarm towards the imposition of an income tax. 
I happgn to know, as a matter of fact;, that it was quit~, 
cool. That is, of course, the reason for you people 
conducting these hearings, not only today but for th~ 
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many weeks that you have b22n c0nductinc;.them, to find' 
out what the tempF.;r bf the pec,:).l.e iE, ar:cl thf,d.r 

opinions. We have expressr~d en; :cs i.n tbE?,\ :r.eport that 
was giv·cm to our convention and the adoption of the 
resolution, which you have before you, at the convention 
and, incidentally, it was adopted unaniraously. 

Tha.t concludes the testimony that we have for 
presentation today. 

I 

ASSEMBLYMAN BEDELL: 'I'hank you, sir. Would 
I 

you· remain seated ancf answer. questions from the 
Committee? 

Assemblyman 
ASSEMBLYMAN 

i 
.~py? 
APY: 

! 
Un~ortunately, I have not 

had an opportunity b~fore now to revie~"' the text of 
the report that was ~dopted apparently in Atlantic 

I 

Cityby the ExecutivJ Committee, as I understand it. 
I 

Looking at it\ quickly though, I see one state-
I 

ment that I wonder if, you can amplify for me. It 
says that the sales t 1!ax amendment proposed is going to 
include a sales tax oh work clothes. Can you tell me 
the basis for that? What section of the bill is that 
in? 

MR. MARCIANTE: Could. you give me the page, 
please? 

ASSEMBLYMAN APY: On page 3, toward the top, 
in the first paragraph, in the factual statement t.hat 
was presented,to your•group, by your Committee, under 
Mr. Murphy's signature, r·believe, the statement is 
made, "while the sale~ ta.x remains at 5% (although 
it is broadenecl to inchude such tings as work clothes) 
there is nothing to strop its. increase next year.'.' 

I had not beed aware of the fact that the sales 
tax . a.a recommended .. iri. the legislation was be-1.ng 

I 
broadened to include ,Jork clothes. 

' . 
I 

MR. MARCIANTE:i We have not had an opportunity , 
to review the 54 bills nor the 361:...page tax proposal 
and regulations. However, I think the reference here--
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• 

that recommendation was made by the Tax Policy Com-. 
mi ttee. The Governor I s recommendation,. of course 
was to wipe that out - the idea of a sales tax .;Pn .. 

• I • • ,, • 

work clothes. •You will find that stated.I believe 1 

AsseITLblyman.,,. back .on page e,ight,point one •.. 9n, May 18th 
the Governor came out with his own tax Ptogram. :r:t is 
essen.tially the same as the Committee progr.am·with.s9me 
differences.- number one, the sales tax on clothing. 
would be eliminated. 

ASSEMBLYMAN PERSKIE·: Page 7. 

ASSEMBLYMAN APY: I picked that up. Well now, 
directing your attention to that particular change, 
you are in favor of that change?. 

MR. MARCIANTE: Yes. Our points.of' objection, 
sir, are listed, as you 

·on page 9, actually, and 
ASSEMBLYMAN APY: 

will see, where I quoted beginning 
running those four points. 

On page 7, being you directed 
my attention to it, there is a reference.to a collection 
of $800 million more for a three -ye_ar period which 
is the time period being used in the proposed legislation 
for the windfall, if there is to be a windfall,- in 

! 
other words, 100% excess gains tax. Where did the 
$800 million figure come from? 

MR .. MARCIANTE: It was an approximation on the 
$285 million that was so touted.about publicly by 
the Senator from Middlesex. 

ASSEMBLYMAN APY: Right. But you have nqt, 
yourself, verified the figures?. 

MR. MARCIANTE: We have had. an expert look 
into the figures and he found. them to be conceivably 
much higher than the $285 although we have not released 
any type of figures 1 .we sort of went along with.them. 

those 
have 

ASSEMBLYMAN APY: Do you think you could make 
figures available 

the opportuni~y to 
MR. MARCIANTE: 
ASSEMBLYMAN APY: 

to the Committee so we would 
check them? 

I would be very happy to. 
Would you try to get them to 
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us within the next couple of days? 
! 

We have asked b.11 those who have testified 
l 
i 

who have had the opportunity to have statisticians 
work on this, to submit them to us so that we can 

I 

• I cross check then with the information we have. 
Another question that I had~ I understand the 

position about the prolhlem at the ;end of the three years 
but I don't understand, really, why you feel that the 
excess gains tax would 1 not eliminate any possible wind-
fall during that three-year period. 

MR. MARCIANTE: [ Why it would not eliminate a 

windfall? I don't unde~stand the question. 
· ASSEMBLYMAN APlf: Well., the theory of the excess 

gains tax is to elimin~te any possible windfall. 

work? 

MRc MARCIANTE: Correct. 
ASSEMBLYMAN APY: Now, why isn't that going to 

MR. MARCIANTE: Why wori 1 t it work? 
ASSEMBLYMAN APX: Yes. 

I 

MRw MARCIANTE: After the three-year period? 
ASSEMBLYMAN AP~: No, during the three-year 

! 

period. It will work ~uring the three-year period. 
MR. MARCIANTE: '. Certainly it would work--

1 

I 

ASSEMBLYMAN AP~: There is no disagreement on that? 
MRG MARCIANTE: No. 

I 

ASSEMBLYMAN APY[! O.K® Now I understand your 
explanation on your ancJilysis of rental units, although 
I was sort of surprised to hear that you felt that 
most were in the three~family and below the 40%, I 
would have felt there ~ere more multiple family ones 1 

but in any event, apparlently you· don't feel that the 
i 

potential windfall to I:andlords has been eliminated 
by the provision of the; return back to the tenants? 

MR. MARCIANTE: That is correct. Particularly 
on those of three or less~ 

ASSEMBLYMAN APY: Well, it wouldn't completely 
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on those of thiree or less .. 
MR. MARCIANTE: Yes. 
ASSEMBLYMAl\J APY: What about those in the. 

category that do fall within the definition? 
MR. MARCIANTE: We feel that they should not 

be exempt from the excess gains either after the three-
year period. 

ASSEMBLYMAN APY: All right, well what about 
during the three-year period? 

MR~ MARCIANTE: During the three-year period 
it is fine~ you know they are going to be paying that 
to the State. But certainly when they come under that 
relief we are sort of dubious whether they will make 
that saving that they will receive reflect on the rents 
that these people have to pay. 

ASSEMBLYMAN APY: It would help us, I think, then 
if you .could.perhaps review, ·in more detail, the bill 
that spells out these provisions for insuring th,e 
return, to suggest ways to us if the bill does not 
accomplish this because I think many share this concern. 
If the bill does not accomplish a guaranteed return to 
the tenant of any windfall to the landlord 1 we would 
appreciate any suggestions oh ways that that legislation 
can be tightened up to accomplish this, as opposed to 

.rent control which is another bx:oad area of principleo 
I mean, directing your attention to these specific 
bills, other organizations have been.able.., perhaps 
you were here this morning and you,heard other organiza-
tions testify that have gone throu9h all of these 
bills and have been able to do this, bill, by bill, 
by bill, making specific suggestions ~· and it would 
help us if you could do the same thing . 

.MR3 MARCIANTE: We have, Assemblyman~ We are 
beginning - we haven't concluded,of course,but we have 
begun a study into each legislative bill and where we 
feel changes are to be made,we will certainly o:ffer. 
them as amendments to the legislation for consideration. 
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I 
I 
I 
I 

I ASSEMBLYMAN AP~: The reason I suggest tnat is 
that, of course, nobod~ knows what is going to happen 

I 
• I . 

to the package.; howeve41-- it would seem everyone has 
an interest, if they a4e interested in a particular . 
bill, in seeing, if the: bill does come out to the 

I 
floor and is adopted, 1hat it has in it those things 
which bring about the e[nd result that they are looking 

I 
I for. · i 
I 

I have another ~uick- qi.1estion on the initial 
' i . 

remarks of your Special; Committee's Report. The statement 
I . • 

is·made at _the very begjinning, on the first page, 
second line,. that no bi~ls of s:ubstance have been 

1 . introduced to carry outf theCorn:mittee's program -
referring to the Sears ~ommi tte:e Program. I recognize 

I 

that this is a conclusibn and a value judgment as 
to what .is a bill of substance. My question is, in light 

I 
I of·the fact that the mati.n thrust of the Sears Committee 
f 

report is in the packagr of legislati,onu how the con-
clusion. was.reached tha~ no bills of;substance had 

I 

been introduced to carry out the Committee's program'? 
i 

. MR. MARCIANTE: i We did not have in our possession, 
I and L don °t ,believe thefe were ;tax bills prepared, 

when this report was su}mitted to me. I received 
this-report cm the Frid~y prior to, the Friday afternoon 

I . 

prior to the opening ofiour convention, which would.be 
May 27th or 26th, I am iot sure: which date it was, and' 
we had no bill in our P?Ssession at t:P,at time. When 
the Committee attempted!to get t:he bills, they had 
not been printed. : 

ASSEMBLYMAN APY~ Many of the bills were·not 
printed until toward th~ end of; May.;· that I s right~ 

MR. MARCIANTE: !Yes, and we.did not have them 
I 

in our possession and that. is the reason forthe 
·. statement in .here. 

·. ASSEMB:i;.,YMAN APY! ·. I -realize· )(OU had· a problem, 
with· the convention c~mtng_-_ up-:_.an:d-' y.ou .. wa11.ted. to:: .. ,, 
consider the legislatio$. We have all·had this particular 

I 
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problem. and ,of course, we all want reactions to be based 
on the realities of the. legis~ation introduced. In 
addition to what I have already s;i..iid about appreciating 
your suggestions on specific bill~c Lam wondering if 
the Committee that initially introduced this - the 
Special Tax Committee - is going to be, or has met 
since the convention or is it going to be mept:fung 
again this week,. now that these are available,.so that 
they can review them further? 

MR,. MARCIANTE: We held a meeting on Wednesday 
of this week. ·we will hold. a meeting at noon on 
Monday and there will be a number of meetings scheduled 
before the Legislature reconvenes~; .. 

ASSEMBLYMAN APY: Right. So there isa possibility 
then of further_supplemental reports from you about this? 

MR. MARCIANTE: Oh 1 yes, we will guarantee it. 
ASSEMBLYMAN APY: O.K. fine, thank you. 
ASSEMBLYMAN BEDELL: Assemblyman Vreeland? 
ASSEMBLYMAN VREELAND: I waEI juE:lt going to ask 

Mr. Marciante about the landlords and.the rental 
housing which he has as-n:umber three here, because 

.I recall that Mr. Aranow, who is the President of the 
New Jersey Tenants I Association, ,,,test.ifi-ed:.:. · 
before our committee that the Association felt now, 
since the changes, as recommended by the Governor in 
the proposal, that they favored it. But I think Mr. 
Apy has brought this out and Mr. Marciante has answered 
his questions. I have nothing further. 

ASSEMBLYMAN BEDELL: I have one question, Mr. 
Marciante, it is a point of interest to this Committee. 

) -

We have read in the newspapers where representatives 
of your organization-and the Governor were supposed 
to have gotten together following your convention 
to attempt to resolve your differences and we certainly 

. ; ._ ' . . 

want to be aware of what inforrnationwe might be able 
to glean froi:n you as to what_ took place, if the meeting 
took place, if you are at liberty to tell us, sir. 
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MR, JV!.l\.RCIAN'l7E: So far the newspapers have 

been telling when we a~e meeting. We do have a meeting 
scheduled for 12:30 on 1Monday. 

ASSEMBLYMAN BEDELL: Thank you, Mr~ Marciante. 
Mr.. Robert FOR.REY Executive Vice-President 

I 

of the New Jersey Ban~~rs Association. 
I ROBERT FOR REY: Mr. Chairman and members 

of thP Committee, I am'Robert C Farrey, Executive·Vice 
President of the New J~rsey Bankers Association of 
Princeton. I know you have had a long day and I will 
try to be brief and summarize the contents of this, 
about the last half of!which--

ASSEMBLYMAN BEVELL: We will be very grateful, sir, 
at this point., 

ASSEMBLYMAN AP'l: You don't think you can just If> 

say for or against and~go home. do you? 
(Lkughter) 

MR.. F'ORREY: Our Association supports the 
principles of tax equa.pty and tax uniformity on all the 

• ! 

ir,dividuals and corpor~tions in thE:: State. We outlined 
t~1s position before t~is Committee at a hearing ih 
September .1969 on the Gounty Bank Stock Tax, a tax 
which was doubled in February of 19 7 0, I think you 

! wi.1.1 remember. To depart £or a moment, I was surprised 
at Mr. Marciante' s comment abmit the privileged status 
of banks, I think the qole privilege we have had is to 
have our tax dou}::iled which is I)ot shared by any other 
body in recent years. 

Oi.1 page 3 we :i,qint out a Peat, Marwick study 
' . 

whici1 showed in detail 1that banks are being taxed 60% 
higher than other corpdrations.doing business in New 

I ,Jersey and 16 times as ;much in state taxes as savings 
and loan associations ~nd savings banks and I think 
pro1::ably in this 50 biJil package it would be hard to 
find an increase in tax~s that would be doubled, as 
ours WQB in February J.970. 

I 
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'In brief, oh business ta:~atfon, 'our' .Association 
recommends that all' present busi.riess taxe~ in New Jersey 
be repealed and that they be replaced by a simple 
State income tax which is a set percentage of the 
Federal income tax applied to all companies, corporate 
and unincorporated, business and financial. Of course, 
religious, educational and other non-profit corporations 
would continue to be exempt. That has been our basic 
philosophy within our Association .. 

Now I would like to turn to the package of 
tax bills that are presently before this Committee 
and to discuss particularly, and I hope briefly, 1251, 
1285, 1286 and 1301. 

As you know, Assembly bill 1251 would amend 
the New ,Jersey Sales and Use Tax. It would change the 
approach dramatically by making all services subject 
to the Sales Tax unless they are specifically exempted, 
and there is quite a list of services that are exempt. 

The bill would bring under the sales tax 11 all 
services, professional and otherwise 11 except as other-
wise provided by the act. There is no definition of 
"services. 11 What is a 11 service 11 will be left to 
regulation by the Division of Taxation, or ultimately 
to the decision of a court. The scope of activities 
which could thus be brought into the sales tax field 
t.hrough the inclusion of the service concept is very 
broad. 

We suggest certain services should be, exempt 
from taxation under the tax in the interest of 
fairness and to avoid the loss of business and.jobs in 
New Jersey. 

It appears that this bill would apply the 
Sales tax to charges for the handling of checking 
and savings, accounts by banks and other institutions 
in New Jersey. Such a Tax would be self-defeating 
and could result :in the transfer of many checking 
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accounts to Pennsylvani;a and New York. We understand 
that in New York City ah amendment to the city §ales 
tax would have reached reposi t _ acc,ounts and ,the 
provision was rejected pn the ground that it would 
result in .the flight ofl checking account:s out of the 

I 

city. With our thousands of Ne:w Jersey residents 
working in New York and Pennsyl:vania or living_ near _-
there, there could be a wholesale flight of accounts 
to those states. 

i 
In addition, we! feel that applying the tax 

to deposit accounts wou~d be reigressive, .it would 
fall only on the poor apd people in lower income 
categories - those withput the means or the income to 
maintain deposit .balanc~s above the minimum level 
for immunity from servipe charges. 

We urge that th~s bill be :amended to exempt 
charges of every nature! imposed upon deposit accounts, 
whether they are demandi, savings, or , time. 

I 

The dollar impapt of su~h a tax on a bahk 
deposit account would b~ small, but we are convinced 

, • '. I • 

that _the outrage of Newl Jersey citizens when they find 
sales taxes_ levied on their checking and savings 
accounts would cause-thbm to move their accounts to 

_New York :a,nd Pennsylvan~a. Both of these States have 
Sales taxes but they do~'t apply the tax to deposit 

I 

account charges. In fa!:!t, we w;ere unable to find any 
State in the country wh~re Sale1s Taxes were applied 
to such services. 

Now, alsounderf A-1251, it appears that 
I . 

the sales tax would be ~mposed on receipts for services 
. I . 

rendered by executors apd administrators of decedents' 
estates, by guardians, ~rustees:, and similar fiduciaries. 

- - I 

The tax wo~ld be payabl~ whethe~ the services are 
performed by an individhal or corporate fiduciary, and 
of course it is a tax ikposed on the beneficiary of the 

i ·. 
fi_duciary assets. Theq~fore the family of a decedent 

i . 
would not only pay a transfer inheritance tax, and;· 

i . 
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as proposed under A-1250.,. a tax on the, income of an,_:.· 

estate, but under this bil1, he would. also pay a 
sales tax on the fees and.commissions for services 
in administering th,e -fiduciary assets. 

A guardian administering assets for the benef-i t 
of_ a minor or incompetent would be required to collect 
a sales tax on the fees for performing these services, 
while the minor or_:incompetent would also pay the 
addit,ional income tax imposed by: A-1250. We note -that 
sales of property by a mortician are exempt under.section 
8 (q) while charges.for fiduciary services would be 
subject to the sales tax .. 

.. We are afraid that the proposed tax would -represent 
a.clear inducement to New Jersey residents to.appoiqt a 
New York or Pennsylvania fiduciary :for inter,-vivos 

. t,:i;usts. One example would be a New Jersey bank th.at. 
just got two $+ .million living t_rusts and we" computed 
that. the tax would be $500 on each of these,. each y~a:r:-, 
and we feel without question that would be enough to. 
cause .. these two_ trusts, as anexample, to go. back to 
New :tork City._ 

. We _submit that those upcm whom th:i_s tax. burden 
fal.ls are al:r;eady subject to subs;tanti.cl.l tax impact.··• 
We urge that receipts for services rendered , by .. · ... ,, 

: ': < • • 

fiduciaries, and i_n._ an agency capacity, be exempted 
' , -' : -~ . 

f:p:;>Jn the .sales ,tax. Fiduciary services are not subject 
to the sales. tax. in. either New York e>r Pennsylvanic3.,. 
an~/ again, we have been unable to find any State .. 
in. the Ccmn_;try ,in which such fiduc~ary services are 
subject to a tax. 

Another point, 1, it.· is not clear whether tb,e 
duties qt transfer agents and registrars in connection 
with .securities would_ cop.stitute 11 serviqes 11 taxable 
unde·r, this bill. The services .rendered by. transfer . . ,. . -;. 

ag~nts and registrars can be performed in•. onE::! State 
al:!, well as ,another, and .if they are faced with a sales 
tax the corporate entity.could very easily select 
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.. · .. · ~::~::\:~i:.o; r::i~:~a:a;rtts::;::e;::::;g ' .• 
anq. cquld<be eaSJrly: avoir~ca·, tq !the'. detr;u.nen t. ' ;, . . ' 

··1: ti~j::.;;~:;2r$:::~s~t:f r:;ioX&{~!\'.':•· 
· are $eek±ng tb _ ai,:ti;aCt ... t<p :New J'ei'Jey · firm~ :~:mga,geo, ,:in· .• 

the··· s.eC.yr.1..:iti. e.s.•:b. ~~i. ~~ss.'J .. n ·a····.·'.c·O·x·u:;.·.p,:.·.~r··.·t.·.·.,e·',; .. •.:qitli' ·the: ~d~f:~t/~i>' JJ19n9pcly·· en:j,qy~.d. ~:i:i: :t>T~w -.. · o.x.·k,, ·we . su;):);mit that· ~. :t;a.;x -
. . . '; :-. ' .... 

oh t;taI1g;'.fe,:r ag¢nts p.nd ·r {t3 co?tra:ity 
to i:S ndt a. ta:>-{ .· on· 

.t,hete·. :wo\J'J.i • 
·• .not :i.h,th~···.,·ei~rr-f1ttons 

··•··· exeni:pt'i9ril woula, •.. behef it.: . • idwar> {[:come', families ,' · Widows 
·· .. ar1c1 \:,r~han§,. - ,anq . we beli . v~ they wd4ld n~ip insure, - : · · ·, 

... :~:~:~e::. :a;;~i:· to1:t :i~ra:ls:e~;::~t;~i;: lMs 

/ :::~e ~a:h~:l~::: :::: ·.•.::•. t.~:J:.::l:r .. :. :. :::.·•·.···5.b:::ss 
taxes; .1285, 1286 ·,,,:,d· LlOL ·. In the intete"t . . . . . ·,. 

<;O;f:; •~ -

·'./;·_::. 

· the- three }?ill.~. ··· · E~ren. t 'e d¢fin.fi,. tiop· _of :e~cess Q'alns 
··• ±tseif_ di:ffers, ~o.ng the ;h~t{s. j T~e formula· for•'.·_ 

imposing ~:X:Ce$S g'ai~J.S . ta difter$i 1285 and, J.286, · E3ay'. 
dl,1,e thirig ' ~nd,:]30 s· says ' ndther ~r· .. ·· No t_~o of the (three 
:bills bi;i.ve: t;h~ scimeprov 1s16ri .. on_ :re~i property wqich 
•· i$' oc~.u~ied·· by;:t~nan~s :' ,r,:13.01_, l19r:.a ·•-.. spe~±.~~-·. 'pr9vision . ;:;~:::n:,z:1:1 :rt:::;e;::::a~~\,Ye;~,t::p::~ · · 
'<:!Ild the ,other <:t:~o db notli '' -·•.. l ,' ' . . . ' . 

. Ali three Of· th.e . bi:ih:sl have· ~;comi:nori · obj e:2t. ': 
· .. i:t , w6uld seem tb:at . the 1 i.ws int~~ded. td .. achi.eve that 
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object should be consistent th one another hut they 
are really, completely inconsiste.nt. 

For, these reasons,. . urge ,that banks, financial 
busines$es, general b1;1,sinesses, corporations, building 

' ' . ' . . . '. ._ 

and loan associations, savings and loan associations, . . . . .• 

savings banks and credit unions all be.brought under 
,the provisions of Assembly bill 1301 . Automatically 
all would receive. equal treatment in ,;,haring.a common 
burden and .it .would remove all of .the problem$ of 
differing impact. 

We have tried to analyze all of the 50 bill 
package., rt has been difficult such a $hart period 
of time to comment on all of.them. We have comrnent~d 

.on all of those which we feel are important and have 
tried to point out inc~nsistencies and unequal tax 
burdens. We have tried to recommend changes for 
uniformity and to aviod the +light of business from 

l ' ' 

our State" We would appreci,ate it u it the Cornmi ttee 
l,' ' . ' 

were willing, to p~rmit us to file, e.arly next week, 
specific amendatory language .which, if adopted, would 
carry out these recoromen.dations • 

. I have ,appreciated this opportunity to appear 
be,:fore .. the Committee. 

ASSEMBLYMAN BEDELL: WeOd appreciate y01.;n: doing 
so, sir •. 

Assemblyman Apy? 
ASS.EMBLYMAN AP;l: I might say,, if you didn u t 

get them in until the end of the week I don°t expect 
that we will be acting on 58 bills between now and the 
end of the week so.that you are on pretty safe grounds. 

Let me ask you thi,;, ,. on 1251, the gist of. your 
ob$ervations, are they based essenti.ally on the problem .. ,_ 

of the definition of services'? 
'' 

111.R. FORREY: Yes o as well as the philos9phy. 
In the past all sales ,were subject to tax unless 
specifically exempt. All services·were exempt unless 
specifically included0 Now they have gone the other 
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' i 
way and all service, wo[uld be included _unless they are 
spelled out specificalljY as :bei:ng exempt. 

• . I 

ASSEMBLYMAN APYj: Right._ So that would it be 
fai'r ·to say what you h~ve done is try to cover every 
conceivable situation trat might be included .arid 
in your outline of possjible rarrtifications of the bill 
as it now stands--

M,R. FORREY: No, actually there are many more 
and there are perhaps a dozen that banks would have 

. . . 

to levy that we have lefft out .. because we see no 
compelling rea$on for t~eir exe~ption. 

· In other ~ords, ! we have: analyzed all the .;i.m-
i 

pacts we can see ourselres that would particularly 
affect banking services! but ~e ;are onl'y. mentioning those. 

f • , • 

. where we feeJ.- t,hEp:e ;is a compelling reason f.or exemption. ,, 
ASSEMBLYMAN APY: Insofiar as the public interest 

is concerned? 
-MR. FORREY: 

i 

Th~t' s right. · 'l1here are perhaps 
i 

a dozen others that we have ·not mentioned. 
I ASSEMBLYMAN APY!: _ We would ,l,ik~- to, know.,1 of course, 

the other 12 when you afe able :to subm.i t your suggestions .. 
MRI!' FORREY: Ju~t for e:Xample I .. armored car_· 

service; computer. servibe I commissions on·- utility. 
i . 

bills, sales_ o_f imprint~d check books, premium i terns, 
safe deposit, safe keepli.ng, they are an-example. 

I 

ASSEMBLYMAN APYi: We have a tax on safe 
deposit boxes now.. ! 

MR. FORREY: Th~t' s right, that would be con-.·-
1 

tinued, it is already there. 
Cornm1trnent fees!, appraisal fees, inspection . i 

fees, in connection wit:ti real property there are a 
. . ·. l . , 

· substantial number of services for which fees are ! . . . . 
. . 

billed and apparently t:tiey would all be caught and 
included under t'11e sale~ tci.x. If that is the will of 

! 

the State, we wovld agree. 
' 

ASSEMBLYMAN APY~ Assemblyman Foran sai_d 
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if you, ,ge"t•1iphose ame:r::i:.~e.nts .:in. we ,wc;rnld., apprectate 
it,. ,pl.u~:. i,f y:ou, _ c9me .·~G:ross apy_j:;,echnie.al deficiencies, 
su,bmi t . theIJ.:t .. ,to -qs -_w,.i;th tcop.:j,..e.s 0to · t.he -comp9sers of the 
bill -o_n ,t.h;e qo_ver,nq.J;:) s. sta:(:,f.,: As,. you •il?ldicated, it. 
would b~ he.:)..pful ., _; , • · ; , , 

A~SEMBL¥1V.ll\N BEDELL~ AsA3emblyman: Sc}:iluter,,. 
ASSEMBLY:M,AJ:-1. _SCHLU'I:'ER: Mr. Forrey,. <;lid you · 

or· your g:r:ol;l.p :testi~y, l?efore the Sec;3-,rs Committee as .. 
to your feelings abo.ut. a piggy'.""ba.ck tax? 
;· ., .· .. · .l),'.!R •. FORREY: . _ W~--: · Our t·hen President did 
present a brief statement before one of the task forces 
o~ :the .Sears Cqmmitteew 

~SSEMBL YMAN: . S.CHLUTER: Did it incl lJ,:de your 
\ 

advocacy . o·f .. ~that: typE! of approach? · You .talked about 
a general income tax--·:,.,. 

MR. FOB.~_Y: We· had a problem at that time 
because of.,S.ecti,on. 5'·2:1.9 of the. u .. : s~- Statutes on 
National Banks._ .At the moment, under F.ederal -Law, 
a probibit.i:on a;ga_inst a tax< that is part net worth 
arid.part income would have_ been prohipited. This.-
would have created 'a. problem, for us •. We were thin~ing, 
before that date of inc],uding banks und,er tne 
e~is;ting Busines,s, Corporation Tax and we thought, 
perhaps at some . time this would ·.cha;nge _ but -it_ appears _ 
that this may continue t:or s.ome-years •. So fo;r:- that 
reason we subseque;ntly turned to . su·ggesting a straight 
income tax. Earlier we :_,were suggesting inc:J..uding 

.·banks under the exi,sting Bus..iness Corporation Tax. ,. 
ASSEMBLYMAN :SQELUTEE:: Bus·iness Franchise Tax. 
MR_,. .F.QRRE¥: . It ,a}?pears: year after year #5219 

continues,, and we. feel, t1?,is i's, a., .fair approach anyway, 
_ :.based qn ability,::t-o pay.· W~ .did testi.f_y ,urging a 
switch, t.o an;. income-• base put ':nQt spe:cidf.ically.,piggy-
backing :it ,:,on,. ,,t.he Ji'~dexal _Tax. ,, · 

A9SE.MBLY~· SCH;LP'r,ER: .. , Mr·.• .r.o:t:l:7ey, - ,ip- .the 
. •·,,•:'.'I .. •· 
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various services which you point out, you have fears 
they might be subject to the sales tax. Have you 
checked with the Divisiori. of Taxation if it was their 
intent, number one 1 or if they included those in their 
calculations as to the revenue produced by this package? 

i . 
MR. FORREY: We did check this week and it is 

I 

our feeling that they were_unaware that these services 
were included,- checking 4ccounts and fiduciary. They 

i 
may have been aware of the problem, I think they were 
with transfer agents· and,registrars but the other two 
:r;natters, I think, Wt~~ newly brought to their attention 
this week. 

ASSEMBLYMAN SCHLLfTER: Would you say then that 
you raised a new point an.d this conceivably had not 
been contemp]..ated by theiframers of this package? 

MR. FORREY: Yes/ I think that is ·true. 
ASSEMBLYMAN SCHLlfTER: Thank.you. 

I 

ASSEMBLYMAN BEDELL: Assemblyman Vreeland., 
ASSEMBLYMAN VREEI:,AND: ).Vlr. Chairman, I just 

have one question of Mr. Farrey. I am reading the 
forward here as i;o the pds.ition of the Bankers Association, 
and I may not understand iit too well. What I at:n trying 

I 

to find out is, does the New Jersey Bankers Association 
endorse the Governor's tax proposal with the exception 
of these three bills tha4 you mentioned here? 

MR" FORREY: Not specifically .. 
ASSEMBLYMAN VREELAND: Not specifically. 
MR. FORREY: Our :President on May 17th Sp.id that 

revision of New Jersey's tax structure is a particularly 
vexing problem facing ou~ State and q. *e;fopa. program 

I 

that would provide for tq'.x equality on both individuals 
and businesses is extremE\lY important. We have indicated 
what our feelings are about a fair impost on-corporations, 
He also said that the ne~d for prompt action in the 
personal income ta.x area. is clear and refers to the 
court decision which seems to make some change in our 
existing tax structure ne,cessary. He further stated 
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that two basic rri~thods hav~· '·bee\rf pi-o~os~d ,:'. a' statewide 
personal income tax and a statewide uniform real 

. • ' . . : , _. •. "¥ r ·. . ~. ,. '.• . . '. ':·, 
· property tax ahd' neither ·would' a:ppear to meet the 
test of the court d~cis'ibn.·: ' ' 

ASSEMBLYMAN VREELAND:. I think the questiori' 
is' does'' the Bankers :Association endorse those 'tkre'e· ... 
al terna,t'i ves, the. inco~e. 'tax I the prope/rty tax - the· 
state· property tax '...'.· a~d the lo'tfal. tax?'' 

. MRe FORREY:., :[ think you can o t ,·s.ay '.We endorse the 
combination. What we say is,either or both ·would 
accompli.sh the problem of tax equality which the 
court decision says is 11.ec~·ssary. ' .. 

Ass'EMl3LYMAN VRE:'ELAND':•· Thank you·. 
ASSEMBtYMAN BEDELL: Thank }6u Vffry much, s•ir. · 
ASSEMBLYMAN APY: I have·confidence in bankers 

who are cautioti.Sa 
ASSEMBLYMAN BEDELL: Mrs Dorothy Lewis, New 

Jersey M~bile Home· Owners· Association.· 
'Mrs'~ Lewis I. may I ·sa:y as a preface to your testi-

mony that we have heard from 21 individuals'whose 
main point of. comment was mobile homes .. and trailer. 
parks.; We.have spoken to over 200 people ln Oc~an 
Countya· So I would hope in the interest of the time 
allotted to us, you won't give us tlie·entire history 

.· of your criticism but· rather synopsize your point because 
we have{' heard 'this "thing' 'until w~ were' getting to the 

. ' 
point wheiite 'we were having an 'adver:se reactiori. to these 
things if we hea!d any more about ite 
M R S. D b R 'o T H y · L E W I S: I am . going to 
speak· directly to 1261.c6ncej:ning the t~xatiori of 
mobile homes: 

As you can see•ir1-the writte'n testimony,! a:m 
the Administrative Director of the Mobile Home Owners 
Association of New Je:ti,ef:" This':l.s. ci· Eorite Owners 
Association separate' .. froin the' dealers and the park 
operators~ .,- ' .•,_;:.·:, ·, ' ._,,• ·, '<' · 

I would respectfully subn:tit that 1261 is an 
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inadequate bill with no sa:Eeguards for the mobile home-

owner. 
First, as statec:1 1 the only excluded vehicles a.re 

' 

"camper type m.obi],e hom~s mounted and transported 
wholly upon the body of: a self propelled vehicle. 1' 

This would not include travel trailers b~ing used as 
recreation vehicles beirg towed by an automobile and 
requiring a motor vehicle registration. Any unit 8 ft. 
wide and 33 ft., or less, in length is considered a 
travel trailer. '\, 

We recommend aniamendment to exclude travel ' . . 

trailers from the real. property definition. 
Secondly, there is no indication as to the 

method of assessment to!be used to evaluat~ the mobile 
! 
I 

home. If the purchase frice is'used the owner would 
be taxed on the sales c<nmmission, sales tax i . 

and furniture. 
Using the "Officbial Mobile Home Market Report" 

Blue Book would be inadequate as many mobile homes are 
custom made and therefote·not included in this publication. 

! 

We would suggest the bill contain a specific 
! 

statement as to the met.nod of mobile home assessment.3 
A possible method may be to use the purchase price as 
a base with a set perce4tage deducted to allow for the 
commission, sales tax arl.d furniture. 

. i; 
A statement of an 

annual percentage to be deducted for a period of five. 
years should be included to all0w for the depreciated 
value of the mobile home. 

Thirdly, it is J.nfair to assess the ta.x to the 
park owners rather than directly to the mobile homeowner. 
The park owner must act1as tax collector and be responsible 
for the taxes by having i, a lien lflpon his property if they 
are not pa.id. 

Diverting from t.he written testimony, this 
makes the property tax c;i.n indirect, tax on the mobile 

I 

homeowner, just as the :rree now assessed by many 
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municipalities is such a tax~ 
We feel the mobile li.orneowner · should be responsible 

directly for his tax. A statement verifying the pay·-
. ' ' 

ment of taxes c~uid.be i'equired before a permit would 
be issued by the State tci ·allow the mobile liome to be 
moved to another area. 

Fourth, the senior ci ti'zer1 deductions were 
included in the bill bu'c a veterans I deduction was 
not iricluded, as it is on real property at the present 
time. 

We recommend the senior citizen and veterans' 
tax deductions be included.and,in addition, this 
should be based on the real property tax deduction 
rather than on the personal income tax,- it precludes 
that the personal income tax will be in effect in this 
bill. 

' ' . . 
Fifth, and perhaps most important, there is no 

,: ; 

guarantee in this bill to prohibit local municipalities 
levying addi,ti'onal . fees and. assessments. on the mobile 
homeowner or p~rk owner, nor is the.re a requirement 
to el1min~te current local, fees and assessments '·against 
the mobile homeowner 'and/or park owner. 

We wouid iecmnrnend a. specific control be 
included .1.n this bill to prohibit double taxation by 
these 'm~thods. in local municipalities. 

Again may I divert by adding that this bill 
can only be effective if the mobile home, is removed 
from motor vehicle status and determine'a to be real 
estate, even though in most locations the:r7 are on 
rental premises. 

I would ·like.to offer my thanks to the Cornrnittee 
and offer the assistanc~ of the Executive Committee 
of the MHOA to the Taxation Committee in the interest 
of 'tair taxation t~ mobile homeowners. 

ASSEMBLYMAN BEDELL: 
.. - . . 

Mrs. Lewis, I'd like to 
say thank you because we have been dealing extensively 
with testimony on this problem, you have summed up all 
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of· the reservations abput the exi.sting legislation 
with brevity and very vrecisely. It was a very, very, 
well done report. 

The only thing I woul.d like to add, and we 
added this at. the other places we appeared with regard 
to this, and that is t:tiat the Committee ha.shad a 

I 

ltill covering mobile hcpmes before it prior to the 
advent of these propos?-1s. We do believe at this 

I 

time that our bill is ,superior but yet not good 
enough for us to bringiout of committee. That bill 

I 

is being sponsored - ti-1,e main sponsor is Assemblyman 
Perskie here. Do you want to make comment on it, sir? 
I would be very happy to have you do so. 

ASSEMBLYMAN PE~.SKIE: My comment is that for the 
I . 

fi%.'s~, ti:rn.a~~ ,W~ have: been working on my bill 
since February and I s~e this as the first time t',hat 
I have had some suggestions or proposals that make 
any legislation in thi$ area wo:r.;kable or feasible. 

' 

I'd like to express my:gratitude. I am very dissatisfied 
with bill 1261, I hav~ been getting a lot of mail on 
it, but I could never figure out why I didn't. get any 

.mail on Assembly bill.097. I got one letter from the 
State League of Munici;alities.which was in favor and 
that was it. But we d:j.d,n 1 t let the bill out of this 
Committee because it w~s insufficient with respect 
to the admini,strative provisions~ I think, these 
suggestions are very wchrkable and I am tiopeful that 
we can put them into effect. 

I· might note, just by parenthesis, that I am 
particularly interestea in what you note as recom-
mendation number 5. It has been my opinion all along 
that the licensing by the municipalities is illegal 
anywayo 

MRS~ LEWIS: r•am not referring to the license 
on the business or the:park owner, this is the additional 

I 

fee ;,;t,ssessed per square---, 
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'AS:S.EMB'LYM,AN PERSK.IE:. ·,Wl;lG\t;,:-•i:9 .w;b;at: I am refering 
to and I think that it ,is"the consensus of this,. .. 

> Cqftllnlttee; pa:t-ticU:la:r;l:y ,th9se ;ho hq.v~ ~9~~ider~d my 
- . \ bi~l previously, ·that any legi,~1..atio~- that .. would serve 

· .. , , . to .tax_ .mobile l:J:omes ,as .real estat;:.e wou,ld; cils9 ,involve, 
by definition, a prohibition aga1n$t any t,yp~ o;t> 
~icensip~ or fee taxatipp • 

.MRS@ LEWIS: . GV:1'..".:tent~y ;there is, no control 
o:n ._tho~e ·fees. and the rnlJ.nicipalities can raise them, . 

. , . at , i3.ny. time, wi :thin tw~ +£1.onths, with an ordinance. 
' . 

ASS;EM1;3J,Y~ ,PERSKIE ;, :. We b,.ave, dis9uss~d .this 
' . . 

mattE;lr':E?'xten,siye,1,y· ar1d · th~re .. :is some, debate as to 
·;wh~ther or not those f~es .~re even criristitutional. 

' ;(: O+' ,'a lo:t1g 'while. 
'r:, .. :, · ... ASSEJY.lBLYMl\N ·•l?ERSKIE: l,•l).ave :notl,ling fur:!=,her. 

;;;(ASSEMBLYMAN BEDELL: Tharik you very much • 
. ,. 'The Cammi ttee is going to .take a .10 minute 

break, a r~cess foi 10 minutes. 
·· ·~ , The next•.·sQeaker.· will .. be ,Mr.;,. Frank Haines, , ' ' . . 1 . . . '. > 

·, _".N'ew' qer~ey_'_r,raxpay~~s Asso~iation. 

,, (recess)· 

•, '1 
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(After recess) 
. I ASSEMBLYMAN BEDELL:. We will :resume the hearing~ 
·. • I . • . .. ! The Committer will c~ll .Mr,, Frank B!iiines, New 

Jersey Taxpayers Associa.tion 
F R AN K w.. . Hi A I~ E: $,: My n~e is Frank w. Haines. 
I am Executive Direc~or of t~e New Jersey Taxpaye.rs Assoc.i-
atio~. · With ~e ie tfe Asa9cta.tion'a Director of Re~earch, 
Maurice s~ Shier~ : . . . . .·. I ·. •. . ·.. . •· ·. . . . · 

'J;'he Association was organ.:Lzed in I930 as a non.-profi to 
non-partisan governm!ntal re~earch o:rganizat.ion devoted to 
goverrnnental efficie*cyand ~conomy at all levels. our 
role is one of fact ~athe:ring o an~lysi•s ijnd :i,nterp:retatd.ion, 

, I' , . - . .. 

and public d.issemina¾.ion of the rest).lts of the .research. 
. . The Ass<;>ciation: 1 s platfotm i!nd :pros:ram bas long con,.,. 

tained a statement·r+co~izi$g ne~d t'or improvemen't in ad-
ministration of the wtoperty tax,: m~intena.nqe o:f a hec:tlthy . . • . . . . . I .. ·. . .. . •• . . . • . 

and···.· ·.c .. o.n1p ... •.·et··.··.i.tiv.·. e. ··S·t·a. t·11•·.·ec. on. o.· .. m. y. ·o.·. andJ.· ..•.. n·.· ·. re·•·Ce .... n. t. Y .... ea.rs.· u .. c.o.ncern for·the desirability ,for·ref~rmintthe State-local tax · . 
' ' ' I 

system and providing .local p~operty t:.ax re;J.ief o · ' 

in tlle \1972 1latform i ancl P:t'ogram, the Asso~i.at:i.on 
stated: I .. • 1 .. 

. ·. . U!Relief :i.n tli:e local ! property ta;}C defierves high 
·priority for action~ I Efforts toward a solution must include 
both tax reform and gove;rnmer\),tal ;re:Eo:r:xn o or the·. irievi table 
·result will be·a higlier total ta;){ burdenwithqut correction 
of existing inequitiJs~. P:i;o~erl~ planned.and implemented 
reforms are. the key to local1prope~ty. tilx relief,. '1 

.· .. < ... Rising p:rope~ty 'taxation and d:i,scrim~natory assess~ 
ment have involved ol:i: staff. 1 frequently over tliie past two 

... ·decades in.·.· searching tor ways to achieve m;re eqµita'bie ·· .. 

·:~:::1::v::0::t::•~:i:i: ~::i:::u:1::a::.,::::1::ng 
real ~nd personal pt'dperty~ · i Thus As$oc;ia.t;ion. policy 
adopted yea.rs ago coJcerning

1

irnprovem~nt of property tax 
adroinistrat;ion.and, vJrious t$)es·of pro~ertya is. ap;p:ropri.ate 
today in evaluating J~x refozrm as recomrpend.ed PY the 
Governor 0 s Taxl?Olic~Corranittlee. 
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NJTA's Tax Study 

In an oriqinal study released last October, 11 Financinq ,ie,,, Jers~y ~tate 
and Local Government - The r1ajor Problem", the Me1·1 Jersey Taxnavers Asso~,at10n 
concluded that tax reform and property tax relief 1.<1ere absolutely essential _for the 
lonq~term economic viability of the State. The Association 1 s Report reco~n,z~d the 
basic approaches availab'le to reduce the local property tax burden -- State aid, 
State shared taxes State assumption of functions orov1ded at the county and 
municipal level. a~d property tax exemptions or deductions. 1•1hi le each ?ne of t~ese 
approaches has been utilized in small measure, none has been successful 1n check1nq 
the grm1.'th of the 1 oca 1 property tax, 

The Association recognized further that broad-based taxation could 
provide property tax relief if other reforms were also implemented. It \·JOuld be 
unfortunate if the last major untapped tax were enacted for the sole purpose of 
financinq increased State government expenditures. 

Points of MJTA and State Tax Policy Committee Aqreement 

The Association in its review of the Tax Policy Committee's voluminous 
Report noted that many of the Committee's recommendations were similar to earlier 
recommendations by NJTA in its study. The Tax PoHcy Committee, like NJTA, 
recognized serious inequities that need correction and ur~ed equitable sharing of 
the costs of government without undue reliance on a sinqle tax source. 

The New Jersey Taxpayers Association is in agreement with most of the 
major recommendations of the Tax Policy Committee. NJTA concurs on the following 
12 major points: 

-- Transfer of the cost of elementary-secondary education {current 
expense),vocational education, welfare, judiciary and county tax boards from the 
municipal and county level to the State. 

-- Use of a municipal block grant program and State payments in lieu of 
taxes to be applied directly as offsets to property tax levies. 

-- Property tax rate limits on municipalities and counties and limits on 
education cost increases. 

-- Senior Citizens' tax relief in a manner other than by limited reduction 
of the property tax provided in current law. 

-- Repeal of veterans property tax deduction. The veterans deduction is 
discriminatory both on veterans who are non-property taxpayers, on non-veteran 
property taxpayers , as we 11 as on veterans themse 1 ves. It has cost Met-J Jersey 
property taxpayers nearly $200 million since 1964, while benefittinq only a minority 
of the group. Further, veterans who received bonuses in other states from which 
they entered the service may qualify for the Mew Jersey deduction. 

Repeal of the unincorporated business tax, the retail gross receipts 
tax, and the restoration of the sales tax exemption on business machinery and 
equipment. 
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· . -- Inclusion of the imputed:value of :public utility pers9nal proP,ert.y in 
the.base for allocating county taxes. : 

. . . . . . I 

·• :. ..·--.. :_ --'Tighteriing·the fa'rmland 'ssessment law. , . . . . 
:·• :_-_: ·" • .• ·, • ' • .. • • • • .• •':; I : ,; ;, . . f ,", .. • , •. . • '· : • • • '. ' " • ' -~! ' . !. •. ;1 • ._· •le ' ' ' " . . ' • :' .· • • ' • 

• . . '_ : · ~- . En<:our;agement of 'r.egiona izatfon ~f Rl!'nicfpal servke~ .·an~; cons,ol idation 
·. pf governmental un;t.s with financial ncentives. -The Association would have . . . 
' 'preferred stron,ger more far,;.reaching ecornmendations concerning local government '. 
·. :reg•ionalization and·consoUdation th~h those m~de by the lax PoJ.;cy Committee·. 

·· Oppo.rtunities for property tax .saving$ a.nd eff~ciencies are lost unless th~re is . 
. • .. greater action in. this area .. • . ·. .. ;· ·-.· · · ·.,· · . ·· .· .- _· · · 
· ·. -~- Imposit{o~ of a package f taxes ~ncludinq the personal inco~Ctax9. · 
... statew1de property tax, b.usines:s taxe. and broadening the sales tax base to finance 

·· the proposed cost.. transfers; at the. St· te level J · and consequentlyJ>veral 1 reduction ·· 
of t:he. pr9perty tax~ · · ! · 

, ,' . . . '· i 1 · 

•· • I ' • • •' ' • ; ,< '. • • • • • ' ; ,; • : ~• .: • '• •' ' : f . . . . • •. • . . '· . · '. . , ' •. . ' • . • . ·• • 

,.· · ·. ~- Revision Qf procedures-_ a _d improv~en't. of property tax a<imini-str.ation .. 
· NJTA views reformof.-property tax ad!Tlnistrati.dn as an absolute necessHy to. insure 
• fairi equitable consistent .treatment for all p!perty taxpayers as the. State looks . to a statewide property tax.·._ Even 'thli>ugh. the otal. yield of the property tax should·. 

·. t>e-slgnific~ntly reduced under the Reform prop sal,. the local, property tax together 
-,with the State property t~>< wiJl st~lf be the ~ltngle largest tax tn:th~ ov~rall ·. · 

... Stat. e-. .local system, ~". d ... ':'rH nec~su~J,te the h1jgh~st degree of unJfornp ty 1n. • .. · .. _.· • 
,·assess111ent -and equa 11zat10n. poss 1b le. t • .. •··· . · . • : .,·. . :, · ·.·.· . . _, , .· 

·- ·.· .... ·. .. ·.· ·-.· .· . . . •·· . . , . •. . j . : I . . -.... · ·... . .. ·. •· .•. : . . 
· ·· ... ···· The Association views: Assemlj)ly No. i,2[88~- drafted but not-yet introduced, 

· . . .a$ a major .. component of _property tax adniinistraltive reform. The. bi 11 would create ·· 
· .. regional assessing .districts and provi;de ..for aBpointment of qualified 'full-time · 

· · ass~s·•·so .. rs by·.· ·.th.e Sta.te .. D~recto~ ~f T.a· ~.;.auon., ~his ~ill is .. e.ss.ent1al tQ .. 1nsure .·.·-· · 
· equ1table t~x treatment 1n adm1n1steq:ng the s1ate,onde proper.ty tax. · · . 

, . •.. . ·. , . ..;-:- Establishment of a simp.11:fied proAerty tax appeals procedure in,whic;h 
· · an -individual assess~ent ratio exceedi!nq a: conman level range, of :t 10% of the . .·. 

:,district,'s average asse:ssment ratio ~~all b~ sulbstantial .evidence ·of a correc~.. . -
· a_ssessment •. (Ass·embly No:. 1266: prov1.ttes th1s ~rocedure, but iases ,a ± ·15% dev1at1on.) 

·- :, ,,NJTA ~xceptions :to Tax PoHcx Committie Reconvnelndations ;· ·_ . . .. - ... · .. • .. -.. · .• . ·.. ·_ 

· . . ... ···•·· · . Ttlere are .certain aspects of the Tax. Policy ComrJ1ittee's Report with whH:h, 

h~eal~h of'. Mew Jer.sey, ··. . •· . i . , •· · , .• .,, •... · ·.·.· .. · . . · · · 

\~rsMa:l p~~e~}i0~~!~: !~" p]:~!/i 1 ?s~:~.f~;o~~f t~ :~;.~i:ntag~"tfa••• . 
·. .... i tS. ,nei ghbo.r;-i ng states. • A~cord1ngly, 'NJTA not only disagrees with the proposed . · 

. increase in business personal_ propert ,·. taxati:o ·. (Assemb.ly· No. l257J, but prefers 
.that the tax be _repealed... · · · · · · 

.' . ' ' .. - ~,. ·, ., ·.' . . ' 

'. , .·•,' ., ,·' . .' '' .· '., ..•. ' t .· .. , . _ .... -,.' ., ', ' .. ' ' ' '. ' " ·.·.. . 
··' · The· Association a·1sciquesti ns' t~e a_visability•of modifying the·corpQrate 

. income ta~ by adding the so:..called "t~rowbackll rule. The. provision would 'bf! felt_. · · 
.. most heav1ly by manufacturers who export the b~lk of thei-r products out-of~state • 
. The change introduces the .threat of dduble · taxajtlori.. : : .. . · ·• . · · : . . · 

' The' As,sociati~n did not agr~e with t-~irtc~al 'of 'the sales tax exemption 
on th.e. sale of clotMng and the vast ~roadening of the sales tax on services without 
any clear understand.ing of the full·r ;mificatidn pf the ;mpac::t of the proposal . 
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_ . - Anoth~r area of difference in agreement is that of "site val._.e" taxation 
(Assembly Concurrent Resolt.Jtion r!o. 111 and Assembly No~ J300). The Association- --
questions the usefulness .oJ the method ·asa f-iscal tool for ti ties in New Jersey· 
particularly in liqht of the proposedcost transfers and-limitedtnformation on· 
which to base a sound judqment. · · · · 

. . . . 

NJTA Position on Governor 1 s Proqr~ni 

The l\ssoci at ion agrees with those pqrti ons of fiovernor Cahi 11 's program 
that implement the Tax Policy Comn1ittee recommendations on which we have comment~d. 

However, the Association is· opposed to enactment of the various so·-called _-
"excess gains" taxes which the Governor proposes. lnequitabl~ taxation is. a canc¢r _·-
affecting all taxpayers in Ne·, Jersey. To assert that a particular group of taxpayers_._ 
· in one munici palit~y would be treated fairly ~nd another group of ta.xpayers fo the 
same munkipality would receive a· "tax windfall" is a disto'rtion of the concept of 
fairness.and uniformity for· all. ,Use of "excess gains" taxation is in effect . . _. 
creatinq classes of real property-taxpayers for the purpose of taxation at di.ffering/. 
rates, a principle which the Association has long opposed. · 

. . . . . ' . 

. The municipal block grant {Assembly Mo. 1275) arici the i11-lie~- payments 
bills (Assembly Mos. 1269; 1274 and 1298) fail to require a municipality rectpjent 
to use _the funds as a _direct offset to property tax levies as recommended in the 
Tax Policy Report. The absence of this provision not only lessens the maximum · 

· possibility fo~ p~op~rty tax r~l i~f but practically .q_uarantees added.spending. 
Furthermore; 1t 1s rn contrad1ct1on to the tax refo-rm goal of reduc1ng property 

-• taxes. · · · 

It must be recoqnized that the proposed municipal and county · limits c1re 
on tax rates, thus the .1 imi ts wi 11 not_ be guaranteed deterrents to spending or·_ 
property tax levy increases. _ Growth in property valuations and non-property tax 
rf!venues will provide for increased budgets c1nd expenditures without tax rate . · 
ih<:reases. Although favorfog limitations either on rates, appropriations or_-
property tax levies, the, Association ~as doubts abe>ut the des·irabjlity of defining 

··limits .and procedures for school tax le_vi~s in the Constitution (Assembly Concurrent . 
~esolution No. 112). · : · · 

i · Examples .of Bil ls Requiring Amendment : 
. I 

. . . ., . i . . . . . 
, Many of the bi )ls in the tax pac,kage need modification to clear up 

technical and procedura 1 di sc:repanci es as :we 11 as to clarify intent. Here are 
. sever a 1 examp 1 es . i · 

. l. . The vagueness-:: of certain se1cdon~ of the sales tax bill,- Assembly No. 
1251, leaves the reader in doubt. For example, in tlie broad language covering 
taxation of services, would all financial transactions regarding money be taxed, 
such as bank deposits, purchase and sale of securities and bonds. where the broker 
is the mediator between buyer and sialler, installment credit ~ervice charges, and 
other services where a consideration is given? OelineatiQn in the lai,i of the 
services to be taxed would place the decision on what would be taxed on the Legis-
lature rather than the tax a,dministrator tnrough administrative r_egulation_. · 
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2. The Assoch1tion is conterned with various definitions used in the 
bills to compute equaHzed valuations and eff~ctive rates of tax and. with certain 
procedures in relation to the statewide tax and reduction of school levies. . . I . . . . 

a. He question whether there are iprovisions to cover inclusion of the 
statewide property tax (Assembly Mo, I 1252) in levying taxes on added and omitted 
assessments, and whether there 1s ne,d to specify disposition of the State portion 
of such taxes. I 

b. Use of the current ykar's asse1ssments in the tax base for the state-
wide property tax after the transition period,; rather than the Oct. 1 base, would 
provi,de a significantly higher yield[ from the !tax. 

c. There are a number of municipallHies in the State in which State 
business personal property replaceme~t taxes dr public utilHy gross receipts and 

.franchise taxes have been transferre~ in the lljUnicipal budget from the municipalitY. 
to the school district ;n order to offset schqol taxes. There is the likelihood w1th 
State assumption of school current e~pense cos1ts, that revenues previously 
transferred to the school district m~y exceed jthe school· tax levy. Our staff finds 
no provision in the bills for the municipal it~ to apply miscellaneous revenues as 
an offset to the statewide property tax levy iln such municipalities to reduce taxes, 
and suggests that such enabling amen~ment be 9onsidered. 

:L Although the Associatibn does ndt favor the excess gains bills, it 
wishes to point out many problems with the legislation. The language in Section 3-d 
of Assembly Nos. 1285, 1286 and l297j:is differ1ent in each bill. Further it questions 

· \'lhy Assembly Nos. 1285, 1286 or l2971'should no,t have a provision similartothat 
provided in Assembly No. 1305 which gives credits or rebates to tenants of landlords 
pursuant to Assembly No. 1301 in cerfain high ltax rate.municipalities. . 

. . NJTA suggests review of the prociedure for calculating the 11 effective 
tax ratell mentioned in Assembly No. 1301 usfo9 the apportionment valuation (Column 
11 of the Abstract of Ratables). Apportionment valuation includes an imputed value 
of State;,taxed business personal property, truje value of railroad property, and 
under Assembly No. 1260, would add t~e imputed value of public utility property. 
Mone of those three classes· of property pay taxes at the local property tax rate. 

' : 
4. Assembly No. 1298 requiring Sta~e payments in lieu of taxes, provides 

for calculation of a payment on the combined municipal and county portions of the 
rate .. Itdoes not specify whether it is inten1ded that the municipality pay to the 
county its apportioned share of the ~ate. It 1is suggested that the intent of the 
bill .be determined so as to clarify Whether the county will share in the tax payments. 
Please note Attorney General's opini~m F. 0. 1124, No. 2, relatinq to distribution of 
payments in. lie.u of taxes in the Round Valley :and Spruce Run Acts of .1956 and 1958 
respectively, which stated that muni~ipalitie~ should pay the apportioned share to 
the county (and school district) under R.S. 58:20-5 and 58:20-6. 

. . 5. Although general discuision of ~ransfer of welfare, judicial, and tax 
board functions to State financing mtght impl~ State assumption of all costs relat-
ing to those functions, the Association .does not find this to be the case. . . 

. I ' 

a. In Assembly No. 1292,, the munilcipality would still be responsible for 
25 per cent of the costs of certain ~edical s~rvices for certain~elfare clients. 

b. • The several bills pr&viding fqr State assumption of county courts 
and t~x board salaries and operatinglicosts do inot provide for reimbursement to . 
counties of office space and office ~quipment provided by the county. 

52 A 



c.)n ~ssembly No ... J288, it s.hou.ld ,be noted,that although appointment of 
district assessors would be by the State, municipalities would continue tobe 
responsible for the salaries and operatin~f costs qf:the district assessor's offices. 

6. · In Assembly Mo.· 1269 which pr6vides fa/taxation of regional school 
district property,. we question the necessity for this payment when all or part .of 
the bi 11 would probably b~ paid by the State in its assumptiono:f current expense 
costs. It is suggested that such ·payment apply' only when the regional school 
district's property is located outside of the school district's boundaries. 

As indicated from the above random.comm~rtts, the Association sees .the 
necessity of extensive review and amendment of many bills in the pr:oposed le~isla.;. 
tive package., NJTA questions whether it is practical or feasible to modify them for 
decision within the suggested timetable. If a vote is essential in the next few· 
weeks, it may ,have to be based on the conceptual philosophy of the bills, with 
subsequent detailed review by legislative committees, :together with administrators 
and bill drafting technicians.· · · · · 

. Conclusion 

The alternatives of inaction on the problern .of tax reform should be 
carefully v,ei ghed. The MevrJersey Taxpayers Association recently \•Jrote to all 
members' of the Legislature pointing out the recent rapid expansion of. the State 
budget and frequent tax increases, as we.ll as new taxes imposed to ba 1 ance it. 
As indicated earlier in this statement, NJTA is concerned that delay in enacting· 
this tax·reform program will ultimately result in use of the personal income tax 
and increases in other taxes to finance State spending without property tax re 1 i ef. 

The Association urges that the Legislature consider this. question: 
"Where v1ill the State be going tax.;.v1ise, if the essential elements. of a tax reform 
program are not adopted in the near future?II 

The /\ssoci~tion wishes to acknov,ledge publicly its admtration for the 
members oft.he .Tax P,olicy Committee whp worked long and diligently to produce their 
monumental report, and for the Governor for his forthrightness in presentin~ his 
program of reform ... · NJTA,alsowish~s to commend you gentlemen of the Committee for 
your fortitude in holding extensive public hearings throughout 1/!hich you have been 
extremely polite a,nd patient. 

. Ne urge/ continued unrelenting effQrt in the ~chievement of a better New 
Jersey tax system. It will be most unfortunate if everyone's work has been in vain. 

·.• . Thank 'you for a 11 otli ng us to appear before you today and present our 
reaction, opinions, and views on the State's number one problem. 



ASS:EMBLYMAN BEDELL: Thank you very much sir, 
Assemb.lyma.n ;Perskie. 
ASSEMBLYKlAN PERSIGE: 

i 
Mr.. Haines, did I under-

stand you to express 'opposition to the proposal that the 
income from municipal bonds would be .subject to the income 
tax? 

MR. HAINES~ 1No. Th±s was not ours" We had this 
called to our attent~on this morning just as we were 
lea.vin.g the office, 9y tf:;,1ephone" :r;t was expressed by 
some municipal offici:als a.nd we have not had chance to 
really check this out:" We 1· re under the impression that 
since they ,;1.re e:tQ:,:;,mpt: at· the 

. \ "' 

State, 
ASSEMBLYMAN PERSKIE: A:t,l. right:o I don 1 t want to be 

in a posi ti.on of appe 1p.;ring as the sponsor or attorney for 
the def ens<,3 on this proposal but I am obJ.,,ig.;;.ted to indicate 
to you tha.t under the' bill, the interest and dividend incornc~ 

! 

6f New ,Jersey municipal bonds would enjoy an exemption 
from taxation und.er this proposal, However, the dividend 
;lncome from bonds of other .states or other municipalities 
would not. 

MRj,. HAINES: Then the gentleman who informed us 

had not had a.n. opportUni ty to read the bill and I should 
withdraw that comment:from the record. If that's the 
case, I apolog.:i,ze if ~e missed it. 

ASSEMBLYMAN P~RSKIEg That's all. Thank yous 
! 

ASSEMBLYMAN BEDELL: One brief question. I 
know you have done some extensive work1 your organization 
has done some extensive work .in :trying to analyze the 
proposi·tion before us I' Even considering the dozen or so 
bills which might constitute the ma.in thrust of this 
legislation in light!of the time schedule placed upon 
the Legislature, t.his·committee particularly, to analyze 
and prepare for floor:action these, say some dozen, bills; 
do you think we have ?-mple time to justifiably do the job 

I 

that might be required-' sir? 

54 A 

/1\ 

II' 



MR~ 'HAINES:· This is· ~-',t~ug1: _one f6r me to 
. i• .. :---' ' ' 

answer, ' sir;' becausi I don I t know how much time you 
gentlemen in the Legislature are prepax:e4 t.o sp;n.'d. 

ASSEMBLYMAN BEDELL: -- I '_m just . asking for an 
opinion, asi"a'person ~ho·h~s expertise iri. fiscal 

; ' ' :~ ' 

matters., We are supposed to go into 'session on the 15th 
and be th~re u'.htil the 4th <of July. - . . - -

MR: HAI:&ES: . This is a 'per~onal''opiniori~ '. Let me 
,.,,, say 't:6.at 9 ' as one who has attempted , to :t~ad -· alt 0~ . the 

'bills·,· except this one; ~- and I ·tried to skiril ovet' this 
and ±n'tryingto ao·a summ~ry which we.have done dn 16 

·pages - jus't to 'read them, without attempting to 'analyze 
them, has been a significant t2tsk. I \ltould be ~e:ty 
fiu~tr~ted ''if -I were o~ a very·· restricted timetable and 

h c,. had to make decisions based on a five-volume, st~d,y plus 
. , ail 'the 'rest of this .. 

As I sayi you have far more extensive staff 
availabie'to·yoU: than.we-do-and I d~n 1 t know how much time 
you gentlemen of the''L~gislattire a~~prepar~d t6 give in 

: ., '' : the ·next mont':11 or so, iess than a month, to_ try to arrive 
at·i3.--d~ci~ion •. But ·regardles,s of whatever it. is: "it's a 
tremendous ta.sk~ .-- I will not den~ that ·one bit. 

' ;. 

ASSEMBLYMAN BEDELL:: r would hope you .have a 
b'igger· s'taff than we do, not in quality necess~rily but 
at least in quantity. I wi'sh -to impress upon you that we 
don 1 t have; much of 'a staff.. What we· have is good.,· 

MR,. HAINES: Well, let me say, you have a lot more 
than we do~ 

ASSEMBLYMAN BEDELL: Thank you, sir.-
ASSEMBLYMAN. PERSKIE: lt has · been --- suggested. 

some, ~ith ~e'fereti'ce to how much time we have, that 
have all summer'; hasri l t' ft'? 

·; / , -· . ASS~~LY'MAN BEDELt:: Yes .. 

by. 

we 

. MR~ , Hinms: --~ank you,' sir~ 'Let ~e say that 
any•::{tr6~-' we 'c~~: \1,~•:·of 'a·~;ist'a."nce iri answering any of 
these questions as we see them, we would be very pleased 
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to do .so, ei the:i: ind!'viduallr or c1:i.mulativelye ' ' ' ' ,, .. 'i' ,' ' ' . ' .· . 
ASSEMBLYMAN ~EDELL: We.may ,take you up on that 

offer, sir. 
Thank you. I 
Mr G Walter w JI Salmon; President, Municipal 

Assessors of New Jersey~ , 
I 

WALTER w .. S A L M IO N: Gentlemen; My name' 
is Walter W ,Salmon. I, am t11,e President of the Association 
of Municipal A~sessons of Ne'liil Jersey,.a.nd I feel like I'm 

, . . , . I , , ' 

ten years old after ti:tying tQ follow Sailll,,Wolfe and Russ 
·Wilson. I came from jP. big £Jmily and the first one up 
was the best dressedJ: So I don ft know what I can add to 

I:_ . I 

what they have alreaqy said.. . 
However, :r a~going to cut my remarks downc I 

t9ld Assemblyman Apy that r could do it in three minutes 

and he said, nF.tne. n Sot I 1 ~.11 start at the bottom of 
! 

page two. 1· 
I ' ' 

. Of pri,mary im~ortant~ in th.e · admini.stration of the 
assessment program is!Assembiy Bill Noa, 1288. The purpose 
of 'the bill is to empbwer. th~ ~irector of the Division of .. 

>Taxation to establish!' taxing dist,ricts~ to, appoint District 
Assessors, and approv~ of Dep1Uty Assessors in a district i 
to require gualiflcatlion qf a!ssessing o:fficials~ and to 
mandate certain other\:requirej:nents 0 Ifroblern areas in the 
bill can be noted as follows:, 

,le The AsseskorsAss6ciation and the Director have 
been attemtpting ,to delermine,jthe,definition and/9r the 

I I 

, c:omposition of a taxihg distrlct., Neither has been able 
to present a workable! solution~ 

I 

2~ Under the I bill it 1

! has been interpreted that 
every position of ass~sso:i::- wiJll be abolished 1, and be sub-
ject to app9intment ot the Dikectors , , ,. 

I 

3o Funding of. the pokition of Di~trict Assessors 
or Deputy Assessor as ]\appoint~d, is a municipal responsi,.... 

• :1,: .· '. . ' . " ' . . . . 
biltty,as stated in tle .bill.! Munic:ipal ful'.1din9 of this 

i' 
! 
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offi,ce is. onEci . of the short-comings of agm.inistration of 
the af3sessment office" In :most Gases it has not been 

<,;,, 

pose;ible to secure. adequate compensation fm; .an Asse~\sor 
to.mq.ke it full time and neither has it. been possible to 

,have .most municipalities to prpperly staff an office in 
order ,that J:he function may be, s,trengthened and profess-
i,on'?',lized t,o the degre~. that the Assesso~s believe would 
.be Sq.ti.sfa,ct01:y to, and recognized by members of the 
.Lt?,g.islat:ure .and the general. public. 

Jnasmuch as A-1288 presents a picture of confusiono 
l.'.t,mit~tion, opposition to some present. legislation, we 
stx:pngl,Y ,:recommend that A-l.288 be held i,n Committee until 
such t;~m.e as the Committee on Taxation of the As;sembly 1 

the Directqr of the DivLsion of Taxation1 and representa·-
tive,s of the Association of Municipal Assessors have an 
oppo:rtunity to. mutually e;x:press. al tern a ti ves. 

Further 1 A~l264 and 1265, should.be rewritten. We 
.see.no va.l,id reason to impose on the County Boards of 
Taxa,tion . a requisite of one attorney-a.t-law and two other 
membe:r;:s, or two attorneys-at-law and three otherso Questions 
of.points o~ law at this level are quickly expressed by 

.· fee .attorneys representing. clients in appeals cases. It 
.is t,he ,consensus of .opinion that membe;rs of County Boa.rds 
.at Taxation must be qualified ) .. mder P .. L .. 1967, C-.44~ And 
I th:j.nk that, ypu reco9nize that thatts the certification 
law of the Assessor •. 

A-:1265 should have reinstated in its wording; the 
requirement to record procedures in appeals cases, and then 

.become lawo 
A-12.52 .is an act imposing a State tax of $lo 00 per 

$.100 of equalized v.aluE'l, etco The equalized value of $1.00 
at anequalized, :ra.t.eof 80% amounts to $1~25© Therefore, 
the ~un.icip<;1.lity must raise a,ddi tional moneys to pay the 
a.dd.itioqal 25¢ ~,.. There is no pr~visi.9>n in . the hill for a 

.. reduction in payments. to1 the Stc;t.te ba.l?ed on ratables that 
ma.y be reduced because of fire, demolition! errors; or 
reduction by appeal. 
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.. · .. ;,. /,t .. Jt't;!f' ~Il~ ~fr Leg~], \IWisQ~S,. a~e of one 
µp~=i,:~;3-td ClJ>l i:1;" ·\J;i,q..t .0~,1ng. th~.t- Tax: R~fo:r.:m must .P~ 

·. ···~i\1,4f t:~J~;=t:~~~::::;!:SF~:~:::ll 
·c~ t.l?~_, :r.ti~~tll~Hl;V,~ . 1p '<?r th~ '+'JK .Policy Co:m~u.tt~~ Rop~ft; 
J'r(::il~'i··.·fl.,41r::,i :~,,.l~,t~tift:i:'n .rif the· pfop~~~y ~t,~\x~ ', .· . 
· · · · . ,; , : -~ftt'.jftirrf, , ~i;;mno1~. comrnft Qui;s~iv~s to· approval 

. .. . " . ;.~- . I ,,. 
. ~,1;:_~~ii-ipp:'.r~~·J·if:_ih_t.TijX .. Re.~~rm Pfc~ag_@> bu.t· o.o,aomm.~.t 

i i ' ~b, .. ~~i, ':P.V,&lIJOf~ pt:, 1. 9tt+ (fr,,pr,ara,noy\ h:,r~ tQda.y l~ 

t.:,~ J~i~r~,~:~ ... 9ijf f.¾n¢~t~ ;Ffncwfn °,v~t p,ndj.q~ ~'gi:il~tion · 
-thf.t ·wJ-l:.J. . i,;xn bt½l~ll ~dV€~<t~f1Y q;ff ,ct t'he AdmJ.nistr~t;J.on . . :.1}hf 1!~~;~4t ~~tt~n', ~~d)n · ~'i'"~.:r•,~~ct. f1'1;'4' · 

•.t·•.~l;•;F'~~-F.lfJf:JJf +jf l~·~J ~-iP?I, c!J:_gµ:i.ty·in t;~•t1~n~ .. My ·· 
cl~~:i;ng,_ cq~fpt :~# ~-.. ff th,t ~,$ a;\rea,'1y pul)lished; 
,uth_ir, ,1e:i.;E_:d,t:.1_e.tin9, Pjttern 

1
,of ~cl.i.ning ~at:1-bles I fo1-

l®;;'~fM'1 by. fJ.:~_eing 1;:?uJin~J;s fi~~,. t.qll,1,:;rweq, by x-i~:i;,ng tax 
•ta~~~; .mL1fi. ,_tt~PJ?_~,Q ?1f or~ it ,p~e~l;J }! 6!VJil. fu~t~er than 

. i~: jl-~fi1i-~!Y hJ•I int; 1ur grqw~ng 1S1u'.Qu;r.bAJ · Tlt~ i;lUtl'.)o;r of 

tPtI!Jt}t\:ti!tf ~' Altv::::\~i~;. · P~d W, W?U14 
.h$J~,.t,~,t:-~fr;;¥Ff 9~ ~ffot·<l~? a•:30 ·4tYPf.;Jo4 i~ lyhioh 

' , ,,,, 'f;i1.t~'1 tJ~~ '1'.f~h lTh' pit\i~6th,)+ ·ct . t.hf) Div i.s;lon pf . 

'. ~;:';:~ ~¥~¥'~,- ·.1~,-~.f biJ,\~ . a~.(jl .-'fJ~ .if w~ can't come 
~,,, ~-lt,h ,i~ •1~;JJ.l:;H.e P.lf.OP9~l.tl.0>n,. . 

. . -. . W~. • .VJ ~1Jt. in 1_,good. m~ny of th-~ bil;t,:s f.he:¢ . 
. ~!-~,: t ·:~~ · ~;ff;.. }$:, ~~~t~·.r ::it~~ · ~ee.~ in ~~lllf,. (})f th~~ t!~r~ .is .. 
~)ff 1,'ir1.~J-it:;t, r :\Ji ... o:m,t -.;; w~ i?-J.~eaii:ly ·l;lJ.Vi +,-<;11sJ;a\f:1.on · . 

. ',q~y~~it#g, f. O , , '?;. '~i J('th.~ ~lLl~ • :~n~ we cap; f{ understand 
""•.· 't '·," ',-f, 
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~; . 
& 

whf -w"e s11ould' ups~t good 'legi.siitrori 'in ''favor of scme 
thit ;i's' 1..{k'ely tb' wktei a.o..J~ th~ :~r~p~rty 'ta*''adtrilnistra-
tibh ,_-dr :'.th:e assessmeri't admfriIEttJ?~tio:n : fun6tldri~' '·'so, if 
yot't will, ge'n:flemen' f wdtild l'ike to be ib.le to .:report to 
my As'scici~ii~n ·, a~d i:ny' Co~ittee that we 0d6 ha~e. ci 30 day 
pe~:i.6d ·i~ which ·to analyz'e the· b.ills and ·c~e 'b~d'.k to you 
at. a 1~ t er aa:•te. . / 

Glaser ·11~s · charged us with the respo)1sibili ty of creating 
'a. taxin.·g distr:i.ct ~- Well,· we have ari.alyzed botn Glouc.ester 

. ·caur\ty a~d Burlingi:.on County a~dv believe me: what would 
work i_n one ~aunty canno:t' work in another~ However, it I s 

. ;q1.1i te ··possible to . make districts wi thiri ·a fra.mework of. let I s 
> -; 

' say'' line items'~' population and ratabieS. For 'instance I we 
cari take th.fee mtinicipal.i ties in Burlington cciunty: put 
them t~gether' ~nd crea:t~ a:· district 'which'wouldn1 t encompass 
more.thari ~aybe 12 ~r·ts _miles and they would have·sufficient 
line ifems 
if we take 
thirik it 1'·s 

to keep an 
Washington 
Washington 

as~es~or; plus help, busy~· But. yet 
To~nshi~ ~nd_' W?o.dla~d T~~ship - I 
and Woodland - 'there are just under, 

200 square miles in the area and in the 1970 census there 
'were f~~er than 600 homes. So somewh~r~ ·a1o'hg the line we 
have·to ~ome up with.some reasonable criteria cm'~hat would 
'cr~ate a. district. 1 .. And for that reason and. since ·we have 
been asked by Mr.· Glaser to do it, ' I am sure that his 
schedule is ,.just as busy as ours, and I would ·ask 1f we· 
c6uld h~ve 30 days before we come back, or'wha'tever you 
can givet·us. 

ASSEMBLYMAN BEDELL: I'm not sure that the decision 
to do so is entirely the decision ·of'this Committee, sir. 
As 0 you may be ~ware, :w-e are scheduled to meet again, that 

C.. ' . • ~,,; • • : • • •. _f. • ' •. - . 

is the Legislaturet on thel51:,h of this month and'continue 
1·· •. • ., '.. • • 

in session until,. I think 1 ,July4th,·or around that time, 
and during that p~ri;d"of. time .the ~~onso;i'.s of this 

''·' ·, ; • ~. > .,, •• •• :· .: ' 

legislation - it .is their intention to get the main thrust 
of the legislation at least on the floor during that period 

fl • ·-, .. · .::, 
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of time? We ours,lv~s may not have 30 days 
de.ti}?Jrai:;;e; .in f.~.ct., I I m sure we won t h:)li.ve it 

d · r , • 

wh:lch 

j..n1 c;ine qf the bills ~.hat the sponsor.· wishes to move dur:·ing 
t.ha.t pex:·iod of tim~l if it ;i.$ noti then both you and 'v.le 
wQu:;1.a b~n~f it from t:tj.e t:.i,m~ we wou:t,d have to give these 

, ' ' ' ' , 

particular bills furt;heit considt):ration. But I am not 
$"rrp t:ha.t we h~v~ the sole dec.i.~ion over the tiruG 
.~c:hedu.l~. at, thi$ 13:,i:me,. 

MRn SALMON; iWe don't want, t:.Q de~ a.nyth:Lng - i.n 
gt;.h~;r: as I~VE) already sa.i9, 1 we are neither for 

.• . I • ' C ' 

n9r against, so 
is to b~ taken. 

·1A1e dqn t. t want to dqlay whatever action 
But 1we do Jt11;;2el Vfi.iry .st::rongl.y t:hat :i.f tht;se 

I. 

b.:i..;Lls ar~ pushed along with t;h~ pack.age, as has happened 
~o many times, then ~t;, 1 almost impossible to get a. bilJ 
ch~ng~d at a, later datrt~. For th:lju3 reasen, - wel~,, i.f you. ,, .;. 

·~ant: t~ make it a sho:+·ter tirn.e and m~et wJ th t,he Tcfxat;ic:m 
I 

Cornm.i t:tee of the Assembly and Director, Wf:.) ·VllJould be 
gl.ad to. We've spentl mont;hs on it; now and w~ might just 

I 
~s 'l,,v~J,l gQ broke doing the wh~lo work.ts, 

ASSE)YIBLYJ.VJAN BfEDELL t WelJ,, as I s~y, s:i.r r 'WE't ',i!J,OUld 
. ' 

pro.bably dtt!sire ¢ very much oes:ire, that .1.s t;he Comm.i ttee. 
far n,.or~ time than we

1 
are going t.o be allotted to con-

sider th,se billrs e If Wfa do have the time, weJ ifi 0:'f7ilCi':~l.plJl 

appf,-cia.te your repo;c~ · as qu:LQk],,y as ;l t can be dispci.tched 
to us, but Wfj have noi real cqntrol over t.h~ tim~ soh~dule 

I . • ·\· 

-pr thf posting of bil~~ ~.n thia, Hou,s.e f(.>r vqt.ing :I't,: 
•~ , ' I 

is not within this coi;rrmi ttee is prpvinee, We mor"i1 o:r l~ss 
find ourselves victimk a.lso of the t:i.:rri.e ijchedule~ ;r wish 
I ci;;iu,ld ~::x;tend 'to yc:m! that priv:i.leg-e" I know .it wqu.;ld 
b~ very ben'(:;lf,:l.c,ial t0! you ~.nd tro u.s . 

MR~, SALi1:oN: yveJ,l f we ':r.e a.J.wa.ys ava:i),,abl<qr.., Th,ere 
' I 

are a nyJp]ber of u~ - s~ul. Wqlfe, 1JJ.,m R.eeve12 1 ~nd myf,lelf" 
wet re alwa;y-s ,vailablr fqr a di(SCUS~ion i.f YOlt ;f:~1lt you 

I 

wanted to, discuss any i of the a.dm:ini?,trativ0 l;dlls and we 
wqul, d be g.l.ad t;,o meeti with ycm. e 
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ASSEMBLYMAN BEDELL2 We may very well take you 
up on that® 

MR.o SALMON~ ~,ll right0 M.y address is on the 
letterhead© 

ASSEMBLYMAN BEDELLg Thank youa 
Any questions by the CoJrl'.llmli tt.ee·r 
ASSEMBLYMAN FORAN~ I would just like to 

compliment you on astutenesss picking up that little 
point of the lawyers being ibh the. County ~ra.x Boardo That O s 
my feeling exactlyo 

ASSEMBLYMAN PERSKIE g 0rhere .are some of us on this 
Committee who might think that perhaps it might be a good 
idea to have all three of the members of the County T'ax 
Board as attorneys® 

ASSEMBLYMAN BEDELL~ Mro Vreeland? 
ASSEMBLYMAN VREELAfi!D The only thing I want to say u 

Mr. Chairman, is I think the point that Mre Salmon is making 
about. more time - I think it 0 s a good one and I think 
.probably if he gets in touch with Mr0 DeKorte and the 
Governorus Counsel they could probably work this out, the 
Association, with those gentlemen® I think they could 
probably do that© 

MR0 SALMON: Well, we don°t feel that these 
particular bills, like 1280, would have any bearing on 
it at all o But before thes.e bills are made into law, they 
should be clarified. 

ASSEMBLYI',ff.iAN BEDELL~ T"h.is is what we O re attempting 
to do now, sir, to get from the sponsor and the Speaker 
which bills they want to entertain first" 

MRa SALMON: Make ours last. 
Thank. you very much, gentle:m.en0 
ASSEMBLYMAN BEDELL~ Thank you very much, sir. 
I would like to call upon Mrs@ Doris Wo Dealaman, 

Somerset County Freeholder an¢! 1st Vice President of the 
New Jersey Association of Chosen F;t·eeholders. 

I am very pleased to have the opportunity to make 
this introduction, ha-v·ing been a former Freeholder myself. 
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I 

I 
I 

D O R I S . W., D E A L A M A N: We thank you, 
gentlemen o f 0r this oppirtunity:Q We also, in the 
interest of.ti,m~ and bebause yoµ have our written state~ 
ment beforef will be as[brief af3 we can .. 

We a:re delightea with . the unanimity of opinion 
from the Tax Policyeo4ission ~oncerning the: transfer 

. . . i 
of welfaare and cou:.,t cosrs to th~ State Government e These 
are major areas of fiscal responsibility on the part of . . . . . . I . . 
the counties at this pafticularitime and. we honestly 
feel that in both insta~ces notjonly would the transfer 
of the funding make for I more efficient a:aministration, . 
it also would make .for rpore equitable distribution of the 
Cost.. j .· i

1 
· 

Let's examine·tne welfa:te situationo New Jersey 
•. . . I ... . .. I 

is one of the few states which rely .prima:r.ily on local 
government units for thk distri:butionof welfare funds and 
services o · · It is our colnties which bear the major .. .· . . . . . .. I ..... I . .. . . ... ·. . 

·financial burden for New Jersey; welfare services a•t the 
local level, in the amo!nt of $t6o5 million dollars in 197le 

· . Counties and.mu!icipali~ies must fund their share of 
welfare costs fromtheif own revenue sources@ In New 
Jersey this has but one[resulto: an ~vertncreasing rate 
in the local property t~x to raise these. millions of.dollars 
for welfare assistance ~rograrris With · the. State I s ass®lp-

. tion of the ~emaining l~cal share of welfare costs there 
I .. 

will be an immediate an<ll. in . some ca.ses a slgnif icant re.-
duct ion in the local p~!perty tax rates© Welfare costs ·· 

i - . ' 

amdunte.d to nearly 16% ~f the t~tal revenues raised by 
the County Purpose Tax in 19710; The State's ability to 
fund welf.are · programs fiom non~property tax sources · will 

•. · · 1. . .I · · . . . ·. ..· ·.·. . 
ensure that welfare will not continue to be a burden on 
the local tax rate~ I · · i · ·. . 

r will not belalhor the boint by citing stat:i.stics 
to justify and 8.lpport tf e Staters assumption of welfare . 
assistance and administration c6stse You h.ave the research 
work of the Tax Policy dommittee showing these .costs and 

I . 
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•. 

• 

their effects av~ilable to,you~ There. i.s only one 
. . -. . '., . . , . 

p,ossibl~ conclu,:1ion, we :feel., _from thi_s overw~elm.ing 
evidencf,? ,W<'!lfare has · 1cng sfnce: ceased to bP. a j_µstifi-
able .local responsibility. :(t is -~lea~ly impossible; for . . . . - . ,., . . ., . . .. . .. 

; h ; ,' : ' ' -

ou:t: c9unti.es and ~un.icipali ties alcin.P. to aff<=>ct. the root 
' . . ,· .. '.' -·-- ·, '•"• 

causes of welfare, just as it is becoming .increasingly 
, . . . , . . '. 

imposs:i,.ble for them t.o. continue f~.nding welfare assi.stance 
·. . . ' , . : .. 

programs from the local _prc-pe::i::-ty tax. 
In addi ti.on, welfare is beinq recognizecf a~ a 

federal problem, recognition which we, incidentally·1 
fl=lel is .long overdue. We view the State's assumpt·i~n- of 
our remaining local welfare responsibility as an interim 
measure until the full federalization of welfare is a 
reality .. Local unit::i of government and even the: State are, 
as we have indicated, unable to effect all the necessary 
policies which can reach the root causes of our welfare 
problem. It is a national problem requiring· _concerted 
action on a national level. Until this is done we can 
only hope to keep pace with the ever increasing rost burden 
of welfare assistance programs. 

The judicial function of county government is 
another case of fiscal responsibility being placed, we 
feel, at the wrong governmental le;el. The judicial system 
is a state responsibility by constitutional mandate and yet 
the counties expended over $30 million last year in support 
of the courts and allied offices of the Prosecutor and 
Probation Department. 

Parenthetically, may I note that in the material 
that we have been. able to receive, we do not yet find 
bills relative to the transfer of the Prosecutor•s cost. 
Either we havei n.ot. been able to .get·· it or it is still in 
the works. 

~· 

ASSEMBLYMAN PERSKIE: It's there. 
MRS. DEALAMAN: All right. We 1 11 look for it 

again. Thank you. 
The Courts are totally un¢ier State jurisdiction and 

administrative control. The State's assumption o:f these 
... 63' A 



court costs .will place them at the proper level. 
Again, there is J great deal of evidence for the 

! 
transfer of court fundi~g. The Tax Policy Committee 1 s 

I . . .. • report gives a sound, r 1asonedargument for such action, 
showing this transfer td make sense from any viewpoint. 
It will help reduce the \property tax; it is a recognition 
of the State 1 s responsiliility fdr the court system~ it 

I 
will permit better coordination iand planning in criminal 
justice and it offers tJe possibility of reduced future 
expenses via a coordinaJ

1

ed State Probation Services system 
reducing recidivism. 

We, as well as t~e New Jersey Taxpayers Association, 
and the County and Municlipal Go'\Xernment Study Commission, 
advocate the State'.s rec:1ognitio9 of its responsibility for 
the court system by undelrtaking ithe complete funding of 
our court system. ] 

! 
We atce concerned,! may I a!dd, with the lack of 

· I . i 
finding what kind Qf f is:cal relijef we might be able to 
expect in terms of the p 1tt-ovisio~ of. space. This has 
become a major problem ff r most ~of our counties as our 
judicial system grows. We would like to hope that that 
might be considered. \ 1 

\ l , 

Gentlemen, you a:r\e in a p;osi tion to perform a 
great service to the people and ~aunties of New Jersey. 

·I I 

':rhrough the transfer of 1A7elfare 1and court function from 
, counties to the State yof ~ill :r:}~rnove nearly $100 million 
from the property tax roils, as pf 19711 and place them 

. . I I . 
at a level better able tp absorb[ the costs involved. We 
urge your favorable cons~deratiop towards the legislation 
which will accomplish thfs. 1 

We would also like to comment on another bill of 
this tax package, Assembly Bill No. 1290, the. State Aid 

. . . . I I . 
Road Act of 1972. This bill pro~ides, as you know, state 
aid to counties ahd munibipali ties for road projrttcts. . 
Section 10 of this Act ihcludes provision which we feel 
is unjustly discriminato~y in it;s limiting of total state 

.. • I 
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pa-rtic.1.pat.ion to only 50%' of county rond projects whl.l 
,:dlowing up Lo 7.5% for mun.ic.tpal p.1:.0 jects. Th8 perpetu--
ation of this unequal treatrn~1lnt. can only have sAri.ous · 
,c0nsequ~-:nces for the over 6700 mi.les of county roa.ds in 

· our St.ate., An easy answer to this is t.hat the revenuP. 
base of cc1unties is far larger. than that of mt1niclpalit.1e.s 
but is it. in niality? Counties have .responsib,iJ.i t.y f<':>r 
funding a great num:beir of service areas at a :much higher 
exp8nditure level than municipalities are capable of doing 
but they must dlso use the property.tax to g~nerate their 
funds. · Coo.ntie.s alone do rmt have the necessary funds to 
accomp.U.sh all their respon,sibil.ities . 

.In addition, the Interstate Road System will .rely 
heavily on county roads as connecto.:r.s a.;nd feeders•, .. Thi.s 
w1)l undoubtedly result in increased expenditi.tres by 

counties to maintain these roads due to what wehav~ 
r.1.lready SPen, the heavy increases in traffic load. There 
will also be a need for cc::mi=;i.derable construction work for 

. overpasses and access areas.· to the Interstate Roads. 
Our Association is on record as advocating the 

State .support of county road projects to a maximum of 75% 
of the total cost of such projects. ln view of similar 
tr~atment for municipalities and especially.in View of the 
county 1.s increasing role in transportation sy~tems, we feel 

. . 

justified in requesting that this bill be amended to :teflect 
_this recognition of the county's need by providing equal. 
treatment for both our levels of local government. 

Thank you very rriuch~ If there are any questions 
I can answer for you, r·would be happy to do so. 

ASSEMBLYMAN BEDELL: Yes. Assemblyman p.e:t.skie. 
ASSEMBLYMAN PERSKIE: I just wanted tb point Ollt 

that.. the. bi.11 i.n question, abQut the Pros~cutors , i.s 
Assembly Bill 1304. 

MRS. DEALAMAN: Thank you very much. 
ASSEMBLYMAN VREELAND: Mr. Chairman, I nbtice 

that.the Association of Chosen :Freeholders, through Mrs. 
Dealaman and her report, have endorsed certain aspects of 
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; ;' ,1, , .· 
·the prbposcil', ''and 'I tpink rny l:lu'estion .is as. a' matter 

.. \ ,: '·.) •.·-- L:. · ... ·--. , .. ; . , _., . of info'i"tnat.1.on' to this Cotnmit.jtee· ...:·Has the Association 
of Chdsefr 'Fre0 holdEtrsi endorsed" the Governor 's Tax. -.. . I . . 
pi'oposal as a who.le? I 

MRS,· DEALAMAN 1:· You meah as a· ,total package? 
ASSEMBLYMAN V~EELAND: i ·That; s ·right.· 
MRS. DEALAMAN~ We have not yet. -And I hate to 

be feiterating 'what oiher' people have said.· We have not 
yet been able to reviiw the tchfal package. The· two 
aspedts of.the packag~ that 'W~ are endorsing"-· the 

I 

assumption of welfare l:cbsts ariid the assumption 'of' court 
costs _. 'Were part df Jur ten ~oint 1egisiative program . i 
as of last ':September. I We are just delighted to see them 
p.icked Up/! ·. ' \ ·• 

ASSEMBLYMAN VI~.EELAND: 1. In· other' words , you haven't .... J.... . . . I . j.. . · .. 
made :ahy decision as ·tio the total package. 

I . I . . 
, MRS i DEALAMAN~ ' That ; s correct~ 

ASSEMBLYMAN vJEELAND: '. Thank you. , , . I . 
' , ASSEMBLYMAN BEDELL: 'Fhank you. 

· · · . ~r:.· Robert w~dldf,ord 1 ~ew Je~sey Mariufact~rers 
Association. · 

1 
, 

ROBERT, , WO OD'F- 0 RD: Gentlemen, I will ., I I 

abbreviate my· rernaxks '·\on some \sections. 
'I am Robo:ct'Wo\cdford,. · !Assistant secref.a:r:y of New , ' . 1·' . : ' •' 

Jersey Manufacturers . Aissocia·t:r:on I appeciririg Ori b~half of 
the members of the· Asspciation1.; as a result of th~ ·work 

< I , , 

.... of several committees·· ~nd our ;Governing ··Soard on this 
.i . I . . . .... 

issue. ·· As I am sure ypu a:re aware,. we .participated in 
the Tax Policy ,;Cornrni tt~e Study! and have· been very emphat-
ically in favor of a rbvisiort d.n the tax laws that would 

· :result . in :relief bf prbperty t~x. ·· . · •· 
. Ou~ ~bjecti,v~sl have ~efn .. :·wofol:d~. 'Fir~t· of all' 

WA feel that' the: reconstructio:ri of the .cities in New 
I i . . 

,Jer,sey. - which i9, an" irportarit: 1•·:eirst'-priority item - is 
impossible ·whilel'the ii:npedimentr,; 'of extremely 'high 

I I ' 
'proper,ty, taxes' contti:nue·. , Seco~dly,, we, feel that New 
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.. . .. . . 
,, Jersey can,· in -fact, have, ai':scurn:fe:r),..foore t1~J.ifo:r'm 

system of ta}{at.ipn ,,.:,hich 'would :~gl\Ve, U,:S. the type of 
system wn.ich ,would create addition,al-jobs for a rap:Ld1y 
growing population~ 

: we presented three -statements to the · Tax, Policy_ 
Ccmimfttee ,on, various· aspects of the· tax program.. One 
·-Of .the thing~ that we said was that despite the fact that 

. : . . 

.in the past the business commµnity has found the persbhal 
income tax rather'., unpalatable; · we recogni-zed that major 

· subst:antial tax reform can only be' accomplished if the 
personal income tax is in f'act·a major part 6f'the program 
of replacement.revenu~. 

Now in May of. 1,971 we indicated our support for a 
persor.ial income tax tied to a program of·property tax 
:r'eiief and we,. set forth three· conditions:·· First, that 
there.be a. substanti~l property tax relief and. that the 
:fund$ raised.not.be used for simple expansion of State 
programs~ secondly, we indica1:e9- that the prot1rarils to 
.relieve local property tqxes· must be designed ·in ·such-· a 
manner as to guarantee the durability of' reliefr' arid · 

. . . 

third; we indicated that expenditure controls would have 
. . 

·. to be .J:>Uilt in;t6 the proposed'programs>to safeguard 
. the expencii ture of aid monies~ · L . . . . 

. A rev-iew of the Governor•s'propcisaTs 'lias:led us 
·. ·to conclude .. ·that the proposed .. program df prbp~rty tax 

·. _· relie;f does, in fact, provide: substa~tial proper.ty tax 
reliefc . We al.so .feel reasonably assured that the p:togr·am 
provides safeguards on .. the· use of S.tate aid and ref:!traihts 
on expenditures continuing to be fiha.nced through the 
local property tax. In addition·, we fully· support •the 
refo~s in admi:nistration of the property tax ·that the. 
Tax Policy Cormnittee recormnended and fot whic·h the 
.Governor has indicated. his support. · 

W.e did not have at the time:of ·our·study Assembly 
Bill _1288 available to rev,iew·· the extent to which· the 
Governor has, in fact, picked up the ·recommendations of 
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I 
the Tax Policy Committee. We did, however, favor all 

I 
the recommendations 1f the Tax Policy Committee•in. 
regard.to asses1mentland appeal procedures. 
· . , . While · we supJort the program :side . of the Governor I s 

proposals, we ·cannot \support 'certain elements in the ta~ 
I . 

program. Now, the e]ements that we.do .not support are: 
(1) .Assembly Bill l3dl, the ~xCess gains surtax. We 
\\7ere pa.rticulairly di~turbed ~y this.bill whi¢h.imposes an 
e:><:cesS gains sur:taxqn all bt1;sinesses, other than regulated 

' . I ' I ' ' ,' •• . • 

companies and reside~tial le~sors. Under A-130lbusinesses 
. . •· , I • , 

would pay an excess gains su::iqtax at the rate of 100% of any 
decrea~e .in tax liability in ;1974, 1975 'ahd 1976. as com-

. pared with liability that wo~ld have resulted in: those 
years under 1973 taxe[::; and ta!xrates. The taxes compared 
for the purposes. 
sure . you are . all.· 
. ' . 

details. 

of dletermini!ng excess gains taxes , I am 
awc1rr of anai .:r will not. go. into the~ 

I . 

, It is importapt to nofte.· precisely Who are subjected 
to the tax. imposed by] A-1301 a.mi.• who .will not be •subjected· 
to it. . . Commercial antl industrrial busi1nesses. located in 

. . .. · . ·.· . . . . I .. . . . 

,comm:unities with, equ~lized prbperty tax rates that exceed · 
the Statewide averageleffective property.tax rate by 25% 
or more. in 1973 are elempted from the provisions of A--1301. 
since the provisions b:r A-1301 offset>increases in business 

taxes against decreasf s in bufines~ taxes ·. in de~ertnining 
whether a so-called eJ:(cess ga1.n exists, comme:rci.al and . 
industrialbusiness fcbr whom 6orporation:and business 
pE:rsonal property taxfincreasts exceed tax relief will not 
pay an exce$s gains tax. .,· •· . ·. · . 

. . . · · · .. Th~ b;rden of. I the exclss gains ~urtax will ~a11 ·· .· .· 
st>lely .. on busines,ses rh,a:t are i, less profitable I marginal or 
suff ertng an inc<:>me ldss an<l Vi7ho happen to be located in a 
community whose ~ropeJ!ty tax rate in .1973 did not exceed 
the. Statewide average property tax rate by 25%. The 
decisicm to denyprop

1
rtytax\relief.tothose .businesses 

with the poorest ear::n~ng records certainly cann6tbe 
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defended on qrou.nds of equity. Nor does the "[,1erpetu.atioi1. 
of an excessive tax burden on these b1isinesses serve to 
stimulate their growth or en~ourage the creatj_on of new 
job opportunities to offset this State's high rate of 
unemployment. 

Inc~ustrial and commercial businesses will be faced 
with increased taxes on their income and personal property 
as well as new sales taxes on an array of business services 
which are presently untaxed. Consequently, a large 
majority of industrial and commercial businesses and, ir: 
fact, in our experience, every industrial business with whom 
we have had contact will pay increased taxes under the 
Governor I s Master Blan for Tax Reform. 'I'he effort to 
deny relief to the :remaining minority of the commercial 
and industrial businesses through A-1301 is truly an effort 
to deny uniform and equitable treatment to such taxpayers. 

We also oppose the provision of the Tax Policy 
Committee recornmendation,which the Governor has endorsed, 
to tax entire contracts of construction rather than 
construction materials only. While this change will 
simplify administration of this portion of the sales tax, 
it will also more than double the amount of sales taxes 
paid on construction. The attempt to fashion the means of 
property tax relief should not lead us to devise a tax 
system which deters growth in our economic base. 

The rapid rate of population growth in New Jersey 
necessitates significant expansion in housing facilities 
and in the business base needed to provide our citizens with 
employment and a high standard of living. A 5% tax on all 
costs of construction will clearly discourage the expansion 
of business facilities. It will also counteract the effect 
of property tax relief in stimulating other kinds of 
construction. 

In a great .many communities, the sales tax on 
construction will raise :mortgage :costs by more than 
property tax relief will lower tax costs. 
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Therefore, the 1 increased sales tax burden on 
I 

construction will disciourage growth in our economic base 
and impede the constniction of new housing·, which are two 

I 

objectives of property tax reform~ therefore, we must oppose 
the passage of this p~rtion of the Governor's tax program. 

In addition, an item which is minor in its dollar 
consequence but major !to certain types of industry, - the 
Tax Policy Corrunittee's recommendation that the sales tax 

i 

exempti_on for sales 01i chemicals and catalysts used to 
induce or cause a refining or chemical·process be limited 

I . 

to chemicals or catalysts with a useful life of more than 
I 

one year. The Comrnitt;-ee failed to provide a reasonable 
explanation for its proposal, merely stating that it 
proposed this modific~tion to "insure utmost clarity of 
intent" in the exemption. 

! 

Imposing a on~ year life requirement for catalysts 
' does not clarify interj1.t but, instead, it would constitute 

a wholesale removal of the exemption. The exemption for 
I 

catalysts is a valuab}e inducement to industries processing 
by catalytic process ~nd should be retained without 
modification. i 

Now the type bf catalyst we're referring to would 
I 

be called a raw material, would be exempt from the sales 
tax if it were not foF the fact that it disappears, that 
is it's self-destroyeb in the process by which it converts 

I 

raw materials to a mapufactured product. 
And finally, Assembly Bill 1253 raises the rate of 

I 

the m~t income portioµ of the corporation business tax to 
' 

7\% of net income whi~e retaining the present tax on 
'. ·.·)rporate net worth. i Together,· these two segments of the 

• • . ! c )rporat.1.on tax will !demand 9% of corporate net income, 
o:,P of the highest raltes of corporate taxation in the nation. 

i 

What disturbsi us about this bill is our concern 
wj th the efforts to a11ter the present destination rule . i . 
JSPd in the sales·fa9tor of the corporation tax apportion-
nier: t formula. And under this formula, the sales of the 
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corporation, the property of the c0rp0ration and the 
payroll of the corporation are all merged into a single 
fraction and that fraction times the national or inter~ 
national income of the corporation determines what 
portion of it is taxable in New Jersey~ To attribute 
to New JeJ:-sey sales to. other jurisdictions, including all 
sales made to the .Federal Government wherein the goods 
are shipped from New Jersey, is an unwarranted distortion 
of the destination sales rule. 

Sales to the Federal Government are normally taxed 
by the destination state. Income attributable to these 
sales will be taxed twice if the recommended Federal sales 
rule is not struck from A-1253. The same likelihood of 
double taxation exists if New Jersey attempts to tax sales 
to jurisdictions which purportedly la.ck jurisdiction to 
tax such sales. Jurisdiction to tax is one of the most 
unsettled and contested areas of the lawe A sale made to 
a customer in another state, which appears not to fall 
within the State's taxing jurisdiction, will, almost without 
exception, be treated as taxable by the state of destinatione 

The specter of double taxation would be a clear 
deterrent to corporate location in New Jersey. We urge 
that the destination sales rule in the corporation business 
tax be retained without modification .. 

To summarize our position, I wish to reiterate 
our Support for the objective of substantial property tax 
relief, combined with a sound system of state taxation .. 
We approve of the various programs that have been designed 
to relieve municipalities, counties and school districts 
of costs which are now supported by the local property ta:xe 
We are satisfied with the safeguards built into these 
programs. 

In light of these conclusions, we regret that we 
must oppose the Governor's program because of various tax 
measures which are part of that program--- Assembly 1301, 
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i 
the increased sales tax burden. on construction, the sales 

.tax on catalysts,i and~ distortion of the destination rule 
in the corporation business tax sales apportionment 
formula® 

Thank you, gentlemen •. 
ASSEMBLYMAN BEDELL: Senator Schluter. 
SENATOR ScHLUTER: Mr. Woodford, you have been 

very patient all d©Jy. ]Do you have any idea what those 
four exceptionS which Jl\few Jers~y Manufacturers };las taken 

I . ' 

to the total proposal,!what those four amount to in 
. ' 

yd:r¢).l£!;rqd:<:~q:lli;rrs? 
1 

·MR..; WOODFORD~ lrn the case of the construction 
exemption that now exi~ts 0 the estimate by the Tax 
Division that the Tax Policy Con1.mittee used was that the. 
·taxation of const:t'uction services would in fact bring in 

I 
about $92 millionu using the 1971 base year. 

Now,. of the other areas, I don't believe any 
price tag was put on tile change that the Tax Policy 
Committee called a clarification of intent in the 

I exem~tion on catalysts~ But there should have been a 
price tag. I donut kn?W how much revenue could have been 
yielded by wiping out the basic elements of this exemption .• 

> . • I 

It was presented as a xrere clarification and therefore no 
price tag was put on it. It 0 s not just a clarification. 

Assembly Bill.}301, frankly, I donut know of any 
way that anybody couldiestirnate what the tax yield would 

.. I . 

be. I know for a fact!that a profitable,business will 
I 

pay more in replacement taxes than it will get in property 
. I 

tax relief. So that profitable business, in fact, will. 
not pay the excess gaips surtax. 

. I . 

A question.then arises - what will the corporate 
taxable income or persfnal income on unincorporated business 
sources be·that will b~ offset, and busineSs personal 
property tax t.hat willioffset property tax gains. I-
don't think anyone can[prediqt. No one has, I think, a 

I . 
figure on the amount of the cost in this bill of the 

' 
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exemption extended to thc,se areas with the high 
property tax. so· I don 1 t know how much yotiwould lose 
and I don° t know of any fiscal.· estimates on how much 
this bill is worth. 

We attack the bill.not on the basis 0£ what it 
will draw from business but on the basis of the businesses 
from whom it draws, the businesses to whom it denies the 
property tax relief that we feel ;is ohe laudable objective 
of the program. If we had wanted to save business costs, 
we woul,d in fact·have opposed the corporate tax hike 
or oppose the personal income tax or oppose the increase 
in business personal property tax which we are very 
unhappy about but we recognize that there is a cost to 
business in this tax revision program 
to pay part of it, a fafr share of. it. 
this means that we should extract·from 

and we're willing 
I don't think 

the business ih 
trouble an additional levy to satisfy what has· become 
primarily a political point. 

ASSEMBLYMAN BEDELL: As a matter of .factq this is 
somewhat of a rare occasiqn in labor-management relations 
because we have in New Jersey the AFL-CIO and the New 
Jersey Manufacturers somewhat in agreement todayo for 
different reasons but both oppos.ed to the program as 
presently constituted. 

MRe WOODFORD: Well, we should feel, I suppose, 
a little uncomfortable. (Laughter) 

ASSEMBLYMAN BEDELL: Thank you very much for 
your p~tie~e also. 

·Mr. Robert Pi ttas. 
ALBERT PITT IS: It's Albert Pittis •. I'm 
from Plainfield where I do real estate mjinagement worke 
I · am here to speak for myself.· 

:t would like to speak on·t;hree -different subjects 
this afternoon~· The first has to d.o with the excess gains 
tax;. 

Governor Cahill said· inhisreoent·a:ddress to 
: 
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the Legislature: . "The p~lQse ,U,d thrust ,of the Sears 
a !·: · .. ,.·-· I -.·. ! .• / , • 

Comm1ttee, theref0.re, was not to find new taxes for the 
St~te but rather to ·find' ~i way of relieving the burden 
qf the real estate tax. on ~ur'· e,.itizens .. 11 Then the Tax 
Policy Co~ittee recommend~d.: nmassive reduct.ion in the 
burden of th:e property taxi as a basic policy acco!l)panied 

. I, 

_l:>y ~very :possible.imp:rovextjen~ in•the structure of.the 
ta~ anQ. it£:! admini'stration\.'n: 

. .. •· i 

. · , 9entl.emeno in viewj of this, how can we or how 
can.the Governor even thin~ in terms of a proposed 75 to 
100%, excess gains tax? , I . 

I am thinking of a(situation where,.let's sayo I 
break my arm and. it; 0's giY~rg: me a ,great de~l ~f pain so 
a doc~or comes and he sets1 the bone, puts it in a cast, 
and.he gives me a shot to ntake me feel better, and then 
he. ~omes, · around and. breaks[ my oth~r arm to ·cogipensate 
for what he just did bef or1e 

' I Not only do I thi~k the EKC~ss gains tax is very 
. . I 

inequitable because of it [being.a 75 to l.00% exce~s <;Jains 
tax but, .wo.rse y,et it O s a /differential excess· gains tax. 

years ago o. vacant 11a,nd and. residential prope~_ty 
were often• purposely asse~sed at a lower percentage qf 
true value than industrial ,or commercial p~perty e .· 

Howevero abo~t ten years ~r so ago our State courts held 
that all real estate shou d be assessed at the same 
percentage of true value 

1
ithin each taxing district or 

within each courity.. . They seemed to recognize the ;n~cessi ty 
of having all real estate assessed at. the same percent.age 
of true value= 

In spite of this, however, the Tax Policy Committee 
saido and I quote: . auThe dommittee concludes that the 

I . . 
assessment process must be strengthened to reduce variations 
in individual assessrpents lpr~sent.in most municipa~ities.uu 
And then a little later t~ey . said in their Report: · 

00Vacant land is ;found frec;tu~ntly underassessed in compi,ri- . 
son to residential proper~y and there appeared to be a 

I . 
more than accidental pattern of discrimination against 
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.. 

commercial and industrial property. ·00• < · > .. 
The point here, gentlemen~.· is ;that:.we have a 

discriminatory excess gains tax n:ow ·being'loaded up on 
top of an already discriminatory· assessment system. that 
is, discriminatory against industrial 'and·commercial 
property. If it was right that all real estate should 
be assessed at the same percentage ot true value, I then 
think it is wrong to simply impose a new tax·which 
essentially is a real estate tax but under a.different 
name.and bring back all the old inequities as they 
existed before .. 

However, if we must have an excess gains tax, 
why not make it nondiscriminatory? Apply it uniformly 
to all types of property across the State •. After. all, 
it's quite probabi'ie•that certain commercial and 
industrial property owners need tax relief a great deal 
more than some owners of private residences. 

· If you wish to·apply differential rates of excess 
gains tax , depe;nding upon . tbe difference betwe·en the 
taxing district 0 s·equalized tax rate and the state. average, 
the State median, that's fine, but I say apply it in the 
same way to all forms of real estatee BY that I'm saying, 
if you have an excess gains tax with a certain percentage 
and you have a community whose adjusted tax rate might 
be 20% above the State average, then let·the property 
owne;i:.-s in that community have a 20% credit aga,inst the 
excess gains tax or whatever it is. If the adjusted rate 
is 40%, let the owners in that commun;i,ty have an adjusted 
rate - have a 40% credit against the excess gains tax, 
just some gradational effect .. 

. In going av.er the" specifics of Assembly Bill 1301, 
I read both paragraphs 4A and 4B where the meat of the 
]:,)ill is covered, and frankly, rum still confused as to 
exactly where· I would be under·different circumstances .. 
There are all ·sorts of· va·.r-iatiori.s ••in th.e contractural 
arrangements that, can be made be,twe·en. a landlord and a 
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. : 'tenant a~d . I doubt th t ; they : ~ave· alL been covered . in .. 
. . , 'parag;raphs ~A. and. 4B.- . n .b.;11 JL301. , Jt is easy to _· . 

·•·· , imcigi-he some grQ1;3S .inequities :! that may; ocqur. to,. the. , .·. .. . .· . . ... . .:-. . . I . :: . .. : . . . : ·. . . .. 
•. . . la~dl~rd:, - partict;larl~- ~here 1he, l:;e~se has. _been drawn 

.. · up 1?efo·re: the· escess gains taj was_ impose~ ..... ; _: .·. · 
·.·· .· . .. r:·· · . .' Let me give y~u c:me e,~p~.e, relat1ve ~o .. · .. , .· . 
. . paragraph 4A.. I.,et.i s jay you. }lave the landlord and . 
· .. tenapt ·. e~fe:r'ing into , lease- ~ver a loi/).g:period: in . :·_·.• .. ·· 

·· •··· .. :that ·p?rtic1.tlar commu1i ty -th~ f 1ocal effe~tiv~· tax rat!~ : 
ex~eeds ;th~ Sqt' avelag~ by ~nly 20%~ they have a flat 

· ~ent that the tenan~ _p~ys. the jl.andlord 1 every rn?nt];l: bui:, 
· ,· .in ,addition to. that hJ has an' 1incr,ease_;,_in;_tax clause :: · . . .· ···. -·· · . ·· · .. ·•- I ···. i _· · ·•· .. -·· · · ·. , . , · · .· · . · 
, .\'l~ere he pays whatevej: ~_ncreaie · in. ,€.a;x:rs occur~; ~n : . . . 

·· property .over, and abo e the taxes of the year in which · · 
his iease .was ~tarted.: Sb in !:the. first yea; Jf his' lease ,• __ ·_ · .. 

, , 

yeai;: and now the taxe ••· are $lo)000 ~- ·• so:· in this year. c1s · .· .. 
1nprev:i,_ous·•yea~~,.-'tnd; r:a,ndio~d.·bills.·~is,tehant· for. the 
difference -:-· 'th~ti s ·$ loo 'that,jthe. tepa:ri:rt pays;'to the 

. . . ', , '., ,,. ·. . . . , ·. i .. : . : , ,. . . . ' , . , 
. lan~ord arid the :lan orq. pay~/in t~xes to the . 

.•.. ~n:i.c:i,paiity. ·•,·'i'Qen:1_ t•s -say:ithene~t ye·a;-,you fi.ncl 
tha·t' thit ta)C program .: aS '.pass:Jd:; a~d the . t;axes :drop 40%, 
they:dro!).;doWn __ ,to $60 •··ag.aip:i :fine,··. thetenart -1:s .· 

. :;c::tp;:;;n ·. !te::*! • c:!:.t:!st:e::11:st::e~a~::::d·. 
he now has to pay an_ ,e:xcess g~ins tax of $400. ,, The · 

·-· lan.dlord·goes to th~, J~nant.arld he· can!-t .get.•that $400 
••. froiii .the•·· te,;,.nt bec~ur •· tp.e \~nant say$, my • 1easE! only 
• iallows · for · an . indre~s · · iri ..;.t~x !clause , ,no··-increase tba t 
·. . , ·. •. . .. · ... • · .. -·· . . . . . I . , : _·· . , ·. 

may have beem brought ~bout' bYi' an e:x;cess , gains tax~. 
Hei:e you ,,ha~e · a s~tµa~iori Wh~:re. there. is no. relief . 

.. . .. f.or• the .landlord,: ~he~· sti11 P,ayi~g 'the .. top t~ dollar' 

he wasPaYiP9" bef-:,,f, J>ut fwtenant ha,;,, gOtteir reHef\ 
.. -· · . . , In. par~m~~aph, . B ;:;whiclj: eoncers. · itself,·,to a spe_qia~ 
allowance of 6n1y. 75% ·exces,s. ~airi;s tax insteacl of, 100% 

:·-76 Ai•· . , . ! 
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excess gains I. where the effective'; iodai real property 
tax exceeds the State averag:e by:25%6r more, you can 
have identical pr9iperties side by 'side in different 
communities and, of course, where the landlord has 
similar problems with fire insurance, maintenance and 
things like that. In the one c~mmuni ty the ~ffe.6ti ve 
local property tax rate exceeds the State's average 
by only 24% - he pays 100% excess gains tax~ whereas 
in the adjacent community where they have virtualiy 

· i~e~tical property· maybe the effective 1:oca.l:. real 
property tax rate exceeds the State average by 26% -
so, for this small differencea the second landlord has 
only a 75% excess gains tax. This seems very .inequitablem 

Also in paragraph 4B the tax credit is .. allowed to 
the tenant but it's allowed in proportion to the area 
occupied~ So you know yourself, you can have one building 
where 1, 'ooo · s.quare feet might rent for twice what 2,000 
square feet might rent'for somewhere·else in the same 
property on ·the same floor. 

So I ·suggest th.is, if there be a tax credit to the 
tenant it should be not.in proportion to the area occupied 
but rather in proportion to the rent paid. 

I also was reading over Assembly Bill 1302 and 
I see there that they distinguish between an owner-
occupied property which is·a three-family hcmseproperty, 
as opposed to an owner-occupied premises which is a four-
f:amily house. 

In the first case, the owner-occupant pays no 
excess gains tax: in the second case he pays a 75% excess 
gains ta:x:. I certairily see no equity.in this. You have 
to draw the line somewhere but to jump fre:>m zero excess 
gains tax to 75% excess gains tax just because there is 
one extra apartment in thet p:ro~e'r'ty I • doesn It seem right 
at alle 

. ' .. 

So .I say again, if· there must be an excess gains 
tax, apply it uniformly to~ail.for:m.s of real estate • 
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And where the lease ac1tually allows the tenant a net 
i 

rent reduction because) of the_tax reduction, or some 
other ;;,eason, the landlord should be allowed an equiva-.. . I . 
lent credit on his•e:xdess gains tax® 

Bill 1302 does allow a form of credit.to the . . 

.landlord where he reduces the 'tenant 0 s rent1 however, there , I . . 
does not seem to be a~y such provision in 1301 .. 
' . ' i . . 

The second po~'nt I wanted to cover has to do with 
the veteran°s propert tax reduction which I realize was 
originally proposed ~n the Sears Commiittee Report which 

·was not included .in t,e Governor 0 s program., I 0m a veteran 
myself: I 1m proud of it~ I haV:e a veteran exemption on 
my own house~ however,• I do f,eel that this veteran 
exemption should·be re:Pealed a:s part of any over-all· 
consideration of a taJ progr~m in New Jersey .. . I . . . . 

First let me slay that- ~ilitary ·service is • 
. primarily a Federal o~ligation and i t 0 s the Federal 

· . Government that shoul~ provide any necessary veteran . 
•.. benefits • Second' this vete~a~ benefit ' created by tbe 
State of New Jersey Q i,s a prime example of buck-passing 

. . I 

in that the State set lupthe enabling legislation but then 
required each muriicipaility to ;pay for this themselves. 

I . . . 

Third, the tax. deductirn bear.s no relationship to the 
length Qf military serrice --- . 

.. .. . ASSEMBLYMAN BEpELL: Sir, may I just interrupt, 
. ·. . . I 

for a.moment •. · As you ~aye stated, that has b~en deleted 
from the legislation that we are considering. I can 

. tell you in all honest~, sir, ;that this Committee does · 
not advocate placing it back i;n · the legislation. 

MR .. PITTIS: v1ery w~ll. I'will go 4:)n to one 
I • 

more point then, gentltemen. 
As _ a citizen, I am prov.ide¢i . with -certain public 

parks, fores:ts, golf cl urses, tennis courts, etc. by 
State, County and Loca

1
I Government. If I find any fault 

with theIIl, I can speak! to those who manag~ them and suggest 
certain improvements . t(hat m.ight be nice. If I am still 
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.not satisfiedo I can.join, a.p:riy~te.club of some sort 
that provides the s;µne.servicE=J for which I ~ould have to 
pay.. Now ;if I came to you asking f o.r an . income tax . 
credit or a deduction because·of the duesor other 
charges charged by thia private,qlu,b that :r jus:t joined, 
you would think that.Iwas·out of mymindm However, 

' _.._, ,' . -

aren u t you considering just exactly the · same .· tlii.ng now 
. . . 

in the matter of tax credit to children in private 
schools and parochial schopls?. 

I wonut belabor this point much rnoreo gentlemen, 
except to sayo please donut© I think any extra.money you 
may find around,· please give it the· public school 
system where the State 0 s pri:maryresponsibilit¥ is 
situatede 

Thank yous 
ASSEMBLYMAN BEDELL: . Thank you, sir;. 

.Mr" Joseph Rauch, ~ew Jersey .Tax Cpllectors and 
Tr,easurers Association~ I might apologize, Mr®. Raucho 

J: took you. one number out of order~. . r should have had 
you prior t6 the previous speaker,. 
.:1 0 S E P H RAU C H: · I have a prepared statement. 
and then I would like to make a few remarks o-;f my own., 
In fact, I would lik~ to make a couple before I start .. 

. . 
·ram not·one of these uninformed persons as far 

as the business of taxatiori is concerned .. I live with 
-· . ' . -

.taxation everyday of my life. This is my business and, 
furthermore I represent half Of the local tax administra,.... 

- - tors of New J~rsey. 
ASSEMBLYMAN BEDELL~ Where is your horn~? 
MR., RAUCH: I live in South Brunswick· Township, · 

Middlesex County .. 
I will read my statemept now .and then I \\fill make 

my further comments at the.conclusion. 



Gen tl~lilen , I 6ll1 Joseph Rauch , ,'1'8l< CJ le ctor - ~re as ure r f S ~Ut 10i,-\lllswi ck Tawnsh i P • 

I -_ .SP.l 'the Leg{siati \l'e'· HeprcsentAti Ve, _ br ·u li?W J.e rise/ -Muni cipa.l_ .;Tex· Coll9 ~to;s _ and· 

.· Tre~ur~rn.Assn/imd. ! reprcGeht nw'b~obiatidJ on t~e 7tkJh1~ ofJI\lliicipnlities 

-L~gislative andTrqc Stucly commlite;St __ •--- . : ;··. 
- In 1970 I· a;p~are~ before the Go;ernhr•~ Tex ~olicy .Committee in·:Atlnritic City 

, - - - . . ': . : . • (-,-- - . ' .• - I - - . . . 

-- _·- during the League Pf Municipali tie~ -t::onf~J:'e~ci 'and p~esrint~:-d a 're~6lution -on behalf. 

of oµr state associ~tion -that 6ffe~h seYen ~-Je-ciftc pro:po~ols, to r,cvise the 
.. : . -. . 

a. COPY' or· t'.ui.t resolution t.o w1l1-.pi~sent. - . - r. , .. -. F~land Assessment Act of 1964 an-d ·, . . ·. .. '• ·.· .. . ·:. 
- i 
I 

- .. .·•··•·i' -
' I stated then ,that it, ,wwf tim,e: tll,a:t the:leghiature ·encl_ :the 0Biggest. Tax Evasion .. . - . j· :-· .. 

-Racket'' :tn lfow Jersey. · -J 
. j ' . ' . ·. -. .. • . _- . -· -

Now-, in 1972, this same tax e~asic,n .. acket is I funotion:Lrig bigg~:~ th~ ,ever •. 
. . ._: .. '! . ' .. - -'• ··.: . ·: · .. · .. ·-.. .. . : ·_ ·-. . . . 

...•. -W~ were p_J,eas~:~ when··.the, GP_ve111or''.s Pol:tct COlllI!littt;!~ on P88E!' 39 or Reporl II 
'. . . - . ,· . - ·1·- . " .. ,- ·- .. - .· ' 

ackritr-rledg~d, that'•ianci speculators• shining thei~ truces to others in the .-.· · 

c<>mmwit>;~. ThoY.rocc,mnen~l•p•CU:iC cll"'l+ t~ ~l·•t these. t~ i8qphol8s· to 

. . .· provide 1:h at • on lo' legitimate Sarme, i-e cei ve r• ,re duce d a,eses s,i,,;~ts, "" the vote rs 

_ · ... of New Jersey had originally :tn:tend,ed. · · 

: ::<tt :must be• n~ted t;~; ei~hoiJi the;J~~re: and are soil\; "bitfercn,ccs ·. among the members 
- of _t·h··. e- G~.vern·•.· o.·.~:.•~.·· ... -.. ·.·c.:• ... -.·.-·· .•. -tteele·~ n:i __ .. so.1. 'oa. nt:eo lsd.ims·:redie_--~feonr' ·tohn' ~sseom .••.• er_,ii··.e·•··. :;-p.-_e. ··c:sd.'···· .. _·ot. 1f·.ont_-,h·e· -.. ft. must. 

aJ.so1bO ~of~d'.1;1t;t; vh!\e O l ~ - - . pl"Oposed 

) , tBX re fol'll!/, ,s#tilll.£'.~ • in comp 11 te agree 1en t to 1mml, di ete ly closing tax 1001>-

•- holes and eridirig this tax e:;,,1i:Lon rlc~'et ~de/r'th: existing Farniland. .Lo.w •. 

· .. •· Ass~tibly 'Biti'i~o!··••&,d{liot'iI~f ,e"tUno••}otien d th~.• ,Rae~ef '·· •. ·.~at· ii.itd ot .l<t 

-. ,1ustice or true-_ reform can we .naive if these c~anges, o.re pot tnadc f1rst? · - - : I . , - . , , . -
~. own m,mt ei~ali tr of So]>1:h B ~tm••t ~cc,nsh1p has 11 ;ooo acre~ .. _ q urili fi~ d · 

.. fa,;,D.~d; ~µt,. 60~~; ~f t)l•,;•e ~t• . J'",58%, a~1 ovned ·• by · non-tarm~r .. into rest;. TdO 
present fe,fi::uruiO: l~•i hal?' shi.fit'ed .pver five''pJlJion in .J1~tual tax do;I.la.i"s from these 

non.,£,u-mer,cc,;,~d l,;,.ds io 'tho: ~st lr ,our tJpSl{ers oince .19650 
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... Even thr . !).?,nk;i:-up-t .. Pen~. qent:1,7al I s 1a:ri.:d::1101~ing .. 
·. co1npany, ~anor •Reai• Estate; has ,337 ~of its 413 acres· 

(81%) in South Br~n~~ic~ -f~~~and ass~sse:dQ'. One of these 
parcels ;f ·ss··. acr~s.: wa~.· pµ~ch~~~d Jn 1964. f~~·· 's:16'E?; 500>. 
and i~ assessed : today at $ll 000 .· .. • ·. . .• · .· . .• . · · .. ·. ·. 

. For yqur inf q:anati9n~f ~he·. r~cord~Cwiil sbow that 
thes.e · no·n-f a:r:me:r;< interests. using the f a;rmJ.and assessment. 
act a;d $~;i.fti~g t~~ir own ta~~s to ·the' ~orn~owrier include: · 
the. _Railroad,· 1and sp.ecuJ;~tors f politic~! ~on:tributors, 
:in4ustr:i;e~.,. develop~rs ~n:i.on$, docto:;-s,. attqrneys , .. 

; . commercial . intere$ts, churches, local ~f:Eiqi~ls;· and · even. 

. . . . : .,.,. 

members of the New· 'Jersey State Legi~latu,re. 
· Geritlerne~, why. not puti: thi~ ~est;ion on the ballot 

' ' -, . .··. . '. .. , . . . . " 

in N9verober apd ',let the. ta,cpay-ers 6:f New. Je,rsey '.for once 
vote to. ,;reduce ,thie1r tax burdenn:.. 

1'lo~,. J: -wou,ld like to :just add a few Comments base<i 
91.1 some st.atemerit$ fuade ea'rlier here today •. · I heard the 

. p!."esentation maJe l:>~ the 'gentf~an froril the Attorneys g:roup .. 
• J • - ' • • : • • • • ' •• • • • • ~·. 

coverir).g ta;xatfoq·>-'.- !.,;know his name - yes, ,lYir. Wolfe. - ;r . 
. haye att.ended a number of·xneet.ings with. him; ... Mr". Wilson;·.·· 
Mr~ ~airie.s , different g~nt~e~f;m to W.hQm . I ha~; s:poke~ on 

· these matters in t:tle past ,.,-:'.~nd we. all seem · to ~gre~, but · . . 
t'~gardl~ss of .ho\\7 xnuch we; a'.gr~e-·. \'te:1~·r.e;hot 'get tin~. any· 'place, 

· we 1 .::r;e spinning · our Wh.f:lels:. 
. · . £ -:E~ei stron~ly; as.: does. my ~rganization; - . 

. . they hav$ e;ndo~sed. __ my comments here: 100% •. · .. Now they have , ' 
.• . . . - . ·,. . ' . . _: ,._ .. . .. . , 

.·riot made their fi:r1al,· determination, for a, specific reason, 

. they feel th~t i:f: .we . ·6a.n, ,6'· bortect , t:h~se ; loopholes · - and . 

. Lorci '.knoW,s if' anybody who liv~s with the ta~ 'i,ookfl and 
sees :injustices arid sees o.i'fferences . in assessments and 
sees a11' these di~crepanci:e.·s : ~rid que.~tions that could be . 

···raised· about equity. in· tax&tion,'· it. 0 s .the tax collector. 
They se,e: _;· _the bills ~n<i;,. of. c~urse, ·' th«ey ~ee. the hardships 
·~hat arei ~reated', PP the-.:f.a.~~y~t:'s~· .. ·.·And if >we qannQt end 
thi.s si tuat:iop atld~ t~tily );e~6#[. thef:le 'lp9pholes close 

•••, - ••• • •' ,•.::_.r k < 

these loopb.o:Les. I then, ~eyefythf:rig you,:_0 :te doing hez-e l~ 
. ·, a~{'A 
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I 
meaningless. We 0 re co~ing out with new taxes .without 
solving problems in th~ existing tax laws:· I don°t see 
this as being tied I he~essarily' 'to the whole ref d:rm 
program~ but what b~tttr time.·- and the Gc>vernor Os 
Committee did recomrilen~ this:... than right now. Close 
these loopholes. 1 

I hea:rd earlie~ a· comment made by a member of 
the Committee. here that; he, arid another member here, ha:s an 

,. , interest·. in farmland knd that his son does farm thi.s. 
I Now I dontt come here without constructive suggestions. 

I live with this. I tri ink of these things. day and night. 
We discuss them around the State.' · And I say there are 
ways of handling this, where a legitimate farmer or a 
member of his.immediat~ family: is farming a tract of 

- .1 . 
land. That's an entirely.different story., That can be 

I .. . . . .· . 
handled. You can alsol·take into consid,eratio:h the 
possibility of zoning, tying this in. How many of these 

. land speculators would allow you to zone· their property 
F.-1. Don °t allow. them to use it for industriaL develop-
ment. Don'taliow the, to use it for houSing. Theyad 

·· laugh at youQ They waht their: cake and ·eat it too • 
. • 1-

ASSEMBLY.MAN FO~': May I interrupt just a sec.and? 
' MR .. RAUCH: .. Yese 

·.• ASSEMBLYMAN FO~: ··I'm t.he other member of the 
. I Committee that Assemblyman Vreeland referred to .. · I was 

. ... . ,. . . I , 
left by my father 56 apres of land which I rent out and 

, 1 ·, 
it is farmed by .a neighboring farmer o I donut farm it 
myse,lf Q . What . is your ~pinion on that as. far as farmland 
assessment? ' 

MR" RAUCH: Whk t I . 
is my opinion on that? 

ASSEMBLYMAN FO~ .. : 
in crops. I . 

.. , Ye(~l.. rtts being farmed, it 1 s 

. I . . 
· MR .. RAUCH: Yop have 56 acres? · 
ASSEMBLYMAN FORAN·: Yes o 

i 

MRe :RAUCH: 'Hof' much income do you deri've from that? 
ASSEMBLY.MAN FORAN: I rent it for $10 an acre and, 

! 
i 
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although part'of it is in a lake front, I receive a 
total of $350 which just abciut pays the'· taxeEf un.de;r 
farmland as·sessment. · Do you think that is :i,n:;-ong? 

MR., RAUCH: Let me say thfs o sir Q :__::~ 
. AS"SEM.BLYMAN. FORAN :i Because if you do and it is 

changedo r, ll sell it to a builde~, whet~ y6u' "get the 
t_op dollar. for it and then y~u Ive lost open space again e 

,. . !• . 

MR .. RAUCH: Well, you see o the po:i;nt· .is,. ·you do 
have the option to sell it and you hcive .the option.:__ 

ASSEMBLYMAN· FORAN: And you have the rollbacks 
alsos 

MR .. RAUCH: Let me show the other side of the 
coin. What about the people in my. comitiunity -·a.person 
you would never know, na.n1,'ed Sophie Moore·, who lives in 

.· i Monmouth Junction and she I s half crippled. We have the 
. . 

·highest water ·and sewer rates in New Jersey. We don't. 
like to b~ag about it, we're trying to.do something 
about it. But between that and the taxes, the woman is 

. about to lose her home. Part of.the reason i~ because 
. of this shift f i~m these land. speculators~ '··. Does RCA need 
the farmland assessment i~South Brunswick? Does Phelps~ 
Dodge need it? 

ASSEMBLYMAN FORAN: Let•s stay with me in 
. . ·-

Hunterdon County where a farm is a farm~ 
MR., RAUCH: I say' thi·s, sir, I would say, unfor"". .... 

tunately, you probably should not have it under .. the 
terms of the Governor 1 sCommitte~ r~co~endation unless 
you can dome up with another zoning proposal which can 
be tied in as an optione In other words, unless the 
municipality were.to.~one·these aie~s ;p ..... 1, say, ... farm 
qualified - which means you cannot sell it to a developer 
or a housing developere· Now, if you a;re willing to submit 
to something like that --

ASSEMBLYMAN FORAN: You're getting into now the 
constitutional question of.the right of individ~als to do 
what•'they W9-nt to with their own propertyo 
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. 'MR .. RAV;CII:. Righta Bµt' J: 1.m sa;ying some of the 
pig: farmers of.:'.i\tmia:y 1r.~' the· milli~naitr,es o:f t~morrow too.· . . . ,rt . Ii .. ·. ,·, . .: . .· ··. ·... . .· .. ,. ... ., . :· . ·"·; . ·' .: ·. , ·. 
Now· I I m · not out to deny, .. n9r · .jls our. :As:so.c,ia.tj,on, · anyloody; 
anyindi-vidual~;·who isll~gitim~tel~ ·i~v~lved 'iri the farm' 
~u~ines~·~· . B~t·real. ertate corpanie,s ·~,r~ .... not .involved in . 

, t~e ,fa~ business_- . ,~ vot~.rr ne~er .. ~nte.~~~d I workeq · 
.. for passage of that. axpendulentj and tr;e voters never 
. ··•.··· inte°ridsd that' a.ii the~~ otherl peopl:e get the b~nefit ,of 

'. :this fai"mla~cl.. · They ~eve;r in~e~ded. that ~11 th~se taxes·. 
· ·:sh~f~~d~ ·.··. .· .. ·: . •·. : · i. : , : . .i . > : · : . · . .· .. .. .. 

· ·· .• ,. ,> · ~SSEMBLYMAN F<DRZ-\N:. :rj can uhde1rstand. your::problem · 
~itq ,l~,nd: speculatoz-s I an:d ·. ~arre 1,and gir~~bings I and ~o . 
forth, .because we do have· SOO'i~ of that .. ,1.n:.,:our county e But 

.. : ii ih~. S:~a;rs. Re!)~rt :.rf ~omm~ndf t~~n ~-top~,, : I. ~h~nk. ~.well, •· 
:f~o:,;nmy own .example,. would sell for top dollar anci get . 

•. ;·out.' An~' this :i~ not good, ·irmy estimation( t:or my . 
. . ·,:. . . ·:·, .. ·: ... · _..., ·' .. . r,·, .. . : . .,,·,. . 
, cc;>urity where we are. ,·t yin9 to ).sc?l.Ve o:pein, space~, we' r,e 
>t:i::y.ing\to sav~'.ou~ ·fa .· .. lands, !W~.•re:losipg tlaughly.·a farm , · · ··· · ·.,· '. ·.·, · .· '• ,. I .,.. ' · ·. ·· r ··· ·. •,•: ·: ·.· : .. · ·•. •, .. · . · 

a day. Without the fLland iflSSessment bill,· it has 
. :b~e~- testified_ 0before 1·t~is co¥nittee, ·that pri~r to 
.;.:,t~t p.ill' s ·-p~$:~i:lge· w. were l~si11g up to >two and three 

assessment; 1>ill . stay~<il, :·a9:. f af a~. ~b,~ ~ears · ~eport . · 
· .. recommenda~.i,on it wou d•wipe my co.linty: out as a rural 
.. county.. So. I .am:very ~uch: ~pibosed ·~o ,~hat.yo~vre trying 

i 
to •.say... i .· 

' MR. RAUCFI: I not on.it take it:,'' sir, that you I re :' 
. :·:: opposed but. I also kn:w that'~nother- m~Irib;r is. ~pposed, . . ' . ... ' . ' ' I. .. '. . ' '' l ' : ; . '. ... ' " . .· '.,;'· ', .· . .• . 

·and .. ;per:hap~ _be~a,1,;1se o~ you~ 1'1r£3ona,1.:ff1terest- maybe you ·. .· 
·· should :remove yourseiies from I ccmsicleration on this matter.; 
. ·. : . ·. ' _.· . . ·:'',. ·', , ' . . .·, : .·· . J. ,. :. ··.. -. :· : _..- ,. ,• ;· . 

AS$:E:,MaLYMAN ,F I:~=. Ii wo1,1ld lilce to remove myself 
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from this entire Committee. Thisis·our eleventh. 
hearing .on this~ ·,1•:; 

ASSEMBLYMAN BEDELL:, :I don n t want to limit the 
dialogue but, as a non-farmer, I think the general point 
you're trying.to make is the fact that there is a dis-
tinction between a bona fide ·farmer and a speoulative 
involvement by an absent owner,' so to speak, · and there 
maywE?ll be a slight grey area in between that.could 
possibly be resolved by further legislatione ·Notto 
detract from that, but a:t the present time there.is a very 
pronounced difference between the farmer and non-farmer 
interestm 

MRe RAUCH: ·Well, let:me say Something in answer 
· to a couple of comments the Assemblyman just made~ I·'ve 
heard every argument - ruve been to so many meetings and 
I've heard every argument pro.and con on this· issue so 
many times1 and Itve lived with it for years.·. It's 
frustrating when you are try,\ngto get things changed and 
you just can't get anywhere and you s~e people getting away 
with murder. 

Now the answer to.this.business about green acres 
and open space, losing farms,·- ·you may be· losing farms, 
sir, but you're getting new ones. You check your records. 
I know most of the Collectors·in-the State of New Jersey 

·pel:'sonally and I have records that you woul'dn 1 t believe. 
I can show you my own community ,where we lost 100 acres 
here and 100 acres there and all of a sudden here is 
another 100 acre, fa·rm which w·as only a woods ·tor years 
and years and all of a sudden a guy puts a·cow on _it and 
sells it and he 1 s got a farm. 

This· law as· it ·stands is ridiculous. · Now any of 
you that really deal with this know that~ There is no 
assessor and none· of· these qualified men· that dis·agree. 
Every'one is urging 'you, please·do something about it, 
stop :this racket that's goiritj'on; 

Now I-'s·ay again';· whether'·it involved going into -
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you would have to ha.ve a constitutional amendment to 
change .the rollback flom three to five, you would have 

I 

to have a constitutlonal amendment to put. this 25%, or 
! 

'What-have-you. Texas i does it.. We o:iriginally proposed 
in the resolution 30%; and I think maybe that 1· s what 
Texas has"' But the pbint is, I don't feel these are 

I 

unreasonable® You can sell your property, and you can 
! 

sell your property I b~1t what can these other people do·? 
i 

They're helpless" Ano as far as RCA, the farmers in my 
. town before the Farrnl~md Act were renting land from 

I 

industzy and farming it because industry didn't want the 
trees to grow up and ·Fhey didn I t want to have t.o bu.lldo.ze 
and spend a fortune t<p clear the la.nd. So the farmers 

I have always rented 1.a:hd. This is the argument that 
i 

speculators and everybody else uses® The legitimate 
farmers and everybodyiwill benefit by this .reform because 
it will eliminate the non-f~rm interest, the ones that 

i were never intended to get this benefit. 
! 

.And in all horesty, gentlemen, I.have to go back 
this coming week a.nd :meet with my Executive Committee, and 

I 

these are very inform~d people and you may know some of 
I 

them, and I feel strongly that if something definite 
cannot. be done on thi~ - the League of Municipalities 
endorsed this, everyohe who has any background has 

I 

endors~d this, the Goyernor 0 s Committee proposed this, 
• I 

and I certainly hope 1=,hat you do not put yourself in the 
position of rejecting a.11 of thiso We are trying to sell 
tax reform~ .I know and the members of my Association know 
how much tax reform i-r3 needed in New Jersey as well as 
anyone~ But if this kind of situation - and this is only 
one 4 this is the most I depressing racket today -·· there are 

I 
others too - but .if tp.is kind of thing cannot be resolved 
by you gentlemen, then eve:ryt;hing else ,is really worthless$ 
I f,eel very strongly 13,bout that and I can't urge you too 
much to please make .tpis your number one point and show 
t,hat you can solve th~ existing inequities. And, if you 
do that I don't knowt anybody in New Jersey who is not 
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going to support you. in the re.st of . y9ur .efforts~-
.ASSEMBLYMAN BEDELL: Thank you very much( Mr. 

Rauch .. ·: .We appreciate very rnu,ch you:r testimony and I 
might how. that.if we do get involved. in this legislation 
at. 1:Jome time y.ou may be able to give us some,help • 

. MRi RAUCH: I will be very happy.to. 
ASSEMELYMAN BEDELL;:_ 'l'hank youn 
Mr. Donald Tripolsky,.Neighborhood.Cl~aners 

Association. (Nq response) 
John Horchner, Bernar~sville, New Jersey. 

JOHN HOR CH NE R: I might say that l got a 
good educqtion toni,ght and I am very grateful for the 
diversity of the subject matter that surrounds the tax 
progr~. I wa.s quite impressed with the educational 
benefit to me persona.lly I apd I appreciate being here 
and having you gentlemen, all six or seven of you,, sort 
of standing by to listen to what .I have to say. 

I 1 am John Horchner of Bernardsville, New Jersey, 
Somerset County area. I would like to say that I am 
quite concerned about one aspect of this. tax reform law. 

Tax reform must begin with a just basis, a just 
. basis for raising .. funds$ This is essential. Using tax 

revenue for allowing tax credits, as Governor·cahill has 
proposed, for financing non-public schools is wrong. This 
is being done and is being·p;i::-oposed. Such conduct goes 
right against.each citizen's right to have pro:tection from 
the entanglement of church and state, '.a protection won 
for us and passed down to us.• This right is expressed in 
the First AmEpndment of our Feo.eral Constitution. The 
exercise of this right has been a more tolerant society. 
It .we give in and allow this right to be ruptured, we 
ipvi te resentment~ .I see it among my own ci tizeni;y and 
people whop, ~·. know,·. and I . can .see where there is going to 
be a cause for a consid~rable amount of resentment if it 
is alloweo. to .continUe-:i ,. 

Ar0 yo'u,gping to give this, right .up, and not pass 
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it on t.o''\lo\ir''cliildrent 
,,, 'N°.w these laws I ~e~fui tt.ing ,, the 'use, 'of ta~ revenue 

for the non..:.publ1c sch<pols are being held unconstitutional 
in Connecticut, Rhode island, Pennsylvania\ this State -
th~ l,ast bill' this Legislature.got through, most of .it or 
quite a bit of it has ~een determined unconstitutional. 

I .. 
There have been attempts now to circumvent this and dress 

' i 
it up ih another form. [ 

I agree with tlliat first speaker this morning 0 the 
way he expressed himsej.f, the guise that.· Cahill is using 
to use this expression 11 t'ax ref{,">rm" - he ts pushing this 
use of publ.ic tax money for the non-public schools, 
there is so much mom~y I for elementary school students, 
so much money for the ,econdary school student. He~s 

. off base~ I'd like to _lheg him out. 
Siphoning tax ! .unds like this is going to further 

the segregation of the school popula.tion arid invite further 
social problems. Th:is will tend to weaken our public 
school education. I 1v been in school situations1 I've I . . . 

·been a.teacher: I. see Tooth the financial aspect of it 
. . . . I , . . . .. · . . 

and! see the real gut$y aspect of what effect it will 
l .. . . 

have on the school system, what.we're tryfng todo in a 
. . . . I . . 

democratic society in:~ democratic_st.yle of education as . . I . . . . . 
opposed to any other s1yie, .authoritarian or what-have-you. 
. .. , ~e institutio1s . are_ asking for fµnds. Now the 
1nst1.tut1ons that are q.Sking for funds are· the very ones 
that have enormous wea{th in st:ockholdings; .land, tax 

. I exempt comm~rcial ente:q>ris·es and yet they are asking the 
citizens of this Stat~J New Jersey, to dip into their 

i ' ' 

marginal 'savings to sujport their particular orientation 
. • • I ~nd education philosop,y~ 

. This is what we're sayi.ng.. First., before we get 
into the nitty-gritty Jf a lcrt of this detail around here, 

. I 
let!s first restore ancl keep the· tax system on a fair basis~ . I . 
r•m speaking of what wf,11 be fair'f6:r_e:veryone .. I don't 
care about the scdp:e: .ot' even those pleading for the funds" 

I 

In th~~ long run it has I got to benefit them as well as the 
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ones that a.ren~t. go.ir;i,g to b~ diJ~tly '~n~fitt:edJ;,y the 
use of public funds for.th~ non-pu;blic .s,ohools~ Let 1 s 
pµt it op a fai:t:" P?tsi~. Thi.s i~ '!;h~ fi~:~.t step in tax 
:r.ef:Ol.ill. In fact.' ],et~ s make it: if condtt:ifon' make .it a 

-·· • • ( ·, • ,,• _f. •• 

condition to CahiiJ,.. and t,.hos~ ~p~pso~i_ng this bill t.o 
• • . •· I •: . ; .::.••,• ,: 

wipe out t.h~ non-public ~chool t._qa.s expend.it.u.rea and . ,' '. ' :,. 

pr,op9sa_ls f qr it b~f ore pr0~fJl'~d.i:ri.g fut:ther. N.GW this 
i'~ re~Ily the g;ist of it.~ 

· Apd anotner thin~s - tor J..ns;_;tan~e1 1.et me ju~t 
qµote several doou:m,~pts or a~t..:lr-e1~s in the Wal.).; _Str;?et 

. I 

J1';)urna.l th~t hav-e to dQ y,.,ith -- first of all. Wh;Y. ~hould 
you ·a$ Legislators t~e the pl).blic tax re.venu,e _,a,nd a:llow 
it to be placeq. in th.e ha.nds pf. the. non-pu.p.lic scho9ls? 

Here i·s an ar•ticl.e that. just· cq,mt1 out., ..Ja:nua:ry 11 i 
1972, :Ln which the Nat.ional Association o.f::, f-or ,;i.J;1st.a~cef 

• . ' •. ••• ! •• •· •• 

one of 1:,he groups that-; s se~king funds J, - _and thi~ 1,anges 
from the Baptists t,o the Luth,erans, to the Catholics} to 
tp.e Jewish groups and what-ha:ve.-you _.., in the ;t?ar,ochial 
School systE,!m, . the N9,tional Associg.tion of Lai~:·/, of the 
Roman catholic Church is a 12,000membeJ;" organization . . •\' . .'. .. 

identified with tih~",,Frogre_ssive wing o,f the Ch1:1rch, is 
charging in· a 100 pag~ report, t9 be macle public, todq.y.i; 
that the fi:nqncial statement ~-! n.early ev~rp, dio~ese in . . : . . ,' ,' .,._ . 

the country th;at has issued a statement is incomp:J.et.e 
and misleading and that they are de$:igned q., m~ny instances 
t9 give.the impression of pov~rty at 9 time when t.h.e 
Cpurch is campaigning to gain publ:ic funds to sµppo,rt its 

. ;e,hool system. 

Now, for instance, this.Association of C,atb,~,l.i,c 
Laity asserted, t;:hat Cath~lic bisho.ps·ara collectiv~ly 
spending over $6 million a year in lobby.ing in effort.s to 
obtain _t.9x aupport for. the Cathol:lc sch9ols.r 

J:,fow th~re is_, a wo:rd of wa,z:pi.ng th'3-t they had 
,, down he:t;"e :-- th.~ Assofiatioiri.m~int~t:o,s - this Association 
of Catholic L~i ty t:hems~lv~~ :ma,'.!nta±h that :its .membE;trs 
n~i the+ oppose nort;tt tavor govern~e:r,tt aid· to Catholic $chools 

I · •• ' • . 
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:but in th~ :lright of ·iii finding it urged Legislators to 
.. ·.. . - ,, .- ... •i . . .· . 

reql,lire full financia+ disclosure to establish existence 
of the needs. I 

·Now, if publit, · tax funds are' going to b~ handed 

:::~s:0
:::;::;~e:e::dli:h:y g::;: ~=~::1:::!s ~a;:~: 1 a::n 1 t 

ru~h into this thing. Even our own group here says that 
these reports are mis eading and irnidequate·and incomplete~ 
And, th~reforE?t find but wh,a.t the financial disclosure is. 
This is the Wi'j!:ll Str,~it Journp.l~ January 11, 1972; i.t' s 

. . . . . - I 

~nt.itled Catholic LaifY Group calls fiscal :reports qf · 
most diocese incomple~e and misl~ading.. •· 

, I 

.Now the questfon about the out.come of what ill 
effei.cts will be. to fojte:r th~: use of public funds., to . . 
fpate,r non-public schq,ols. It fosters greater segregat1on. ' i ' ., 
Now, you say, well, w~at proof have we of this~ Well, 

· f©r instance, I notic~ that the Star·L:edge;r this year -
the government report~d yesterday for. the ~irst time that 

I 

tbere are :qiore black wupils attending all negro schools 
, I 

iri t;he North th9-n thete a.re in the Southm Officials . 
. . . . . I , . 

said busing in the So~th wa-s one of the main reasons for 
the turn-a,:i;ound~ . j · _ . • 

·. Now I. +e~~mb~f attending these sessions about 
thr,ee o;r · four years a:4'0 when the Republicans just about 
nipp~d that ·app:r;opria"tion for: the. financing of busing for 
non-public schools altjiost in the bu(;! and then almost 
def~ated ita bu~ it nfrrowly got.through~ That expendi-
tur~, of course, is aro.11 other subs.ti tute in a way f,or 
capital expend;i tures, if you ~on' t. need to have a.s many . 
schools if you can bu. them. · . 

. But there aga:Ln it's a qircurnvention .of the use 
· _of public funds to in [ a sense: - getting back; to this 

other point .;..tp fostet segregation, further segregation. 
. I . 

which isappa:i;ently gteater in the North than itis in 
the Southo ~net are w$ being really honest when we 
criticize tJ:ie·Sout.h f4r promoting segregation .. 
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Let's first theµ f,ihp a just basis for the 
raising of funds r let 0·s first eliminate or put a· - ·: 
condition on - l,ook, you cantthave the use·of·public 
fund~ for non-public school_s. _Let I s separate the church 
and State. The right-that-we have in the First Amendment, 
let I s preserve it. _wet ve been given it~ let I s pass it 
on. It has been a basis of tolerance for all of us up 
to this point and _I think you r,.egislators have a re-
spons.;ibility and I encourage you to exercise it. 

I do thank you for hearing me out. 
ASSEMBLYMAN BEDELL: Yes,-· s:j.r. Any questions? 
ASSEIVJBLYMAN FORAN: The opl:y co1TIJI1ent I '·m going 

to make is, God .bless you for being here all day; because 
I know what you'· ve be~n througl'l. I think you ought to 
get t medal fqr being the last speaker because we're . -_,,. 

winding this up. 
MR. HORCHN'ER: Thank you verymuch .. I appreciate 

everyone hearing·me. It has-been much on my rnind and I 
do thank you all. Good luck. 

ASSEMBLYMAN BEDELL: · ... Thank you;. 
The Committee would-i'ike to hear from Mr. Stephen 

Richman. {No response) 
I have no further scheduled speakers. There 

being none, I declare these public hearings now closed. 

(Hearing ~9ncluded) 
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U.S. REPRESENT ATl·V· .. ·. E.··.· .. 1. ·.• ... ··. • .. , CHARLES W. SANqMAN,JR ... 
REP U BL I CAN - NEW JERSEY . . ·... .. •·········•· .. · .. ·. I . 

I 

I 

EWS 
RELEASE 

Prelared Statement Of 
U. S. REP. CHARLES W. SANDMAN, JR. (2-NJ) 

1 · m~fhe 
NEW JERSEY ASSEMBLY TAXATION COMMITTEE 

Trenton, N~w Jersey~ June 9, 1972 

The Governor's 'proposa1 for a new statewide income tax and 
1 · ' 

property tax does ncit constitute tax reform; nor would it alleviate 

taxes for the homeowner. I 
The Governor's proposal is not at all new. It is being s·old to 

. . . I , 
the public by a hired, highv polishep Madison ~venue firm. It is 

b€!i11g rushed.,-in during the long, hot summer wllen few people pay 

at~ention to what is going tn in the State Capitjol. ·. 

The most amazing staterhent so far was made by the Governor when 
I . ! 

he said: The AFL;..CIO came cl,ut against the tax propo~al .because they ! . . ' 

·didn't understand it. This statement: shall long be remembered in the 

annals of political history because it in itself depicts the real 

reason why this Legislature should no~ act upon this grandiose pro..;. 

pas~ 1 in haste . 

The Governor admits th •t perhaps! the world''s largest union, 
. I 

with its battery of attorneys and .exp~rts of al~ kinds, does not 
I i . 

understand what he calls a tax reform: proposal. 

There is merit in whit the Goverbor said because I haven't 
.• . . ! 

found anyone who understand~ this mes~. One day I read that there 
. . I . . .. 

will be forty-eight (48) .bills needed] for the package,. and. the next I . . 
.day it is closer to sixty-sfl x (66) bi[lls. By the .time the· vote is 

i taken, around midnight on J ly· 3rd when no one could care less; the. 

Legislature will probably be asked to: pass 166 measures, none of 

which will be understood bylanyone, least of al1 the poor taxpayer 

who must pay the bill. 
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Page 2 

A far better procedure would be to ~ay that when' it comes .',to 

taxation "if in doubt - vote no." 

The second great thrust to the Legislature was that if,you don't 

vote for his package, people will say ,;Why didn't you _..:. rtly real estate 

taxes went up 15%." 

How ridiculous can this statement get? The Governor's proposal 

would not become effective until 1974, after his term and the term of 

tra current Legislature have expired. No matter what you do here, the 

bills you vote on will have no effect on the taxes people will be paying 

between now and the next election. 

Several major Federal programs will be passed prior to 1974, 

affecting Federal Revenue Sharing, pollution control, and the Federal 

take-over of welfare. These should be known befdre any massive step is 

taken, such as proposed by the Governor. 

In addition to that, even with a bompleie •ithdrawal from South-

east Asia and with no military conflict anywhere in the world, the 

next Congress will be forced to reinstate a 10% surcharge on the Federal 

income tax in an effort to halt inflation. Wage-earners are going to be 

hit hard again and again by Federal income taxes. U.nder these circum-

stances, a state income t~x, which would be piled On top of those other 

taxes, should be don~ after only the most careful scrutiny. 

I opposed the sales tax because I wanted it to be saved for a day 

when we could dedicate a big part of its receipts. In a State such as 

New Jersey, where the Constitution prohibits an unbalanced budget, there 

is no reason for any financial crisis or unforeseen deficit, proper 

long-range planning can avoid all of this. 

I predicted th~ need ~or $100 million in new money to pay for 

~edicaid in 1970 as required by Federal law. The previous Administration 

made no plans for that. Thus came the crisis of January 1970. 

If this Legislature wants to compound that crisis, all they have to 

do is give away all of the proceeds of the income tax under this 

frivolous program that has been advanced by the Administration. 

We have lived through this.kind of hysteria before. Governor Meyner 

had a great idea of re-financing t:'he Turnpike. Fortunately, for the 
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people, that proposal hrl~ be submi tte.d by referendum and it was de-

feated by one of the largesti pluralities in history. 

Governor Hughes had hisl own brainchild in 19f2 - a program that he 

promi~ed would "rebuild" N•1 Jersey. He wanted to spend $75() million 

on a bond issue without cos,ing the taxpayer a dime. He planned to use 

all proceed$ of the New Jersley Turnpike until the year 2002, with no 

plan whatev~r on where be ~ould get that extra $450 million to widen 

the Turnpike. I 
The Hughes' p.lan. is. sil1•1..·1ar t,o G@verlilor Cahill's current proposals; 

Hughes hired Madison Avenue experts a~d came forward with a citizens 

committee headed by the most powerful Republicans in the state. Doesn't 
. . . . . I , .. 
this remind you of what is ~appening · i today? 

j . I 

In 1962, the plan of tie $750 mipion bond issue had but one major 

opponent - the. State Senate jMajori ty Leader who today happens to be the 

Congressman from the Second /District (j)f New Jersey. 

Dic.k Hughes had the whole world ~ith his program. He had everything . i ' 
b11t the, people, and when it !was submitted to referendum, his plan was 

tr.ounced. I 
I 

The current idea by thJ present Governor is far more dangerous 
I I 

because it is not being submitted to the people by referendum. It is 

being pressured upon the st)te Legislature by the Governor of the State. 

It has an altogether nJw twist -!different from those of Governor 

Meyner and Hughes. It is t~e Federaliy-flavored boondoggle known as the 

"omnibus bill." What is an omnibus bill? I.t is the worst kind of 

legislation possible. It is something used in Congress when everyone's I . . . • . 

pet project is joined into Jne bill J·ust to get .their votes in an effort 
I ·. : to support something that cannot be supported on its .own merit. . . i ! ,· .• 

Let's look at a few things in th!i.s bill. '!:he Sears Committee made 
I 

some horribie mistakes. It l1recommend13d the repeal of the Veterans Tax 

exemption, attached a sales[tax to clothing, and co~ntless oth,er things. 
' I 

These are all either htdden, repjlaced .or changed in the Cahill plan. 

By the repeal or change of iach, you pappen to get the pressure group 

that change affeqts the mosl. Education, for example, is told that they 
I 
I .·· will get better treatmen,t t~is way. The private schools are given a 

hope and prayer that they i 
w:j:11 

I 

I 

be included in e~tended aids. 
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The home-owner is given the g;reatest piece of deception of all. 

In this way, a lit ti.e bit of support here and there, .to pa:ss only one 

big thing -- not tax reJorm, just New Jersey's St;ate Income Tax and 

nothing else. 

The most interesting part of the proposal, which t-~-~ with 

hypocrisy, is_ the fact that a Constitutional Amendment i-~·-g;.oingto .b_e 

sought.to hold the State Real Estate.Tax at,·$1 per 100 • 
. . · 

Constitutional Amendmen_ts are promised 'so that the County Tax will 

be held ~ta particular figure as·well is the local tax. In fact,· 

Governor Cahill is controlling every leve,l except the one he is .;in charge 

of. He places no control over the one that he really wants ..;. the State -

Income Tax .. 

If the Governor ancl this Legislature want to help-the honieowner, . . ; : . :' . ·, .... 

it would seem to me the place to start is long-range.planning whi~ll . . . . . . ' ,· . .· . 

cannot be done in the long ·hot summer during a f•i t of byst~ria .. 

. We should realize that th_e last big source -- of state ':rev~nue · ;is 

the inconie tax. This should not be dissipated as the sa;I.~s tax was. 

It should be used as a dedi~ated trust fund forever~ 

This requires ·a COnstitut:iQnal Amendment, and.if y6ti w~nt to· 
. . . . . . .· ·._.. . .. -:. 

do away with school taxes a11d help the homeowner, thts· is the. tax to · · 

dedicate. 

If you could have only one ConStitutional.Amendment, this is 

the one t.o have. The others are m~aningle.ss .. 

- 30 -· 
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.t99 North Harrison Street, Post Office Box 57 3, Princeton; New Jer1sey 08540 609/924-5550 -
i ' 
! 

Statement t9r New JJrsey General 
Assembly Tax1a tion Committee 
Hearing, Tre]nton, June 9, 1972 

I 
i 

I am Robert c. Forrey,· Executive Vicel Preside1:1t of the New 

Jersey Bankr,rs Association,_ P[rincetonf, and I reside in Princeton. 

I_welcome this opportunity to, comment on the proposed tax reform 
i ' 

prograrn on behalf of the Assofiation,1 whose m~mbership consists 

of all 211 commercial and alll 20 savirgs banks in New Jersey. 

our Association supports the principles of tax equality and tax_ 
, ·. ·•-·• ._ ·, ,. ·. -_ ,_ . . , I . , 

uniformity on all the individral and !corporate citizens of.. the 

State .. We outlined this posif.ion in r statement b~fore this 
Committee in September 1969 o:p the, county Bank Stock Tax, a ta:{ 

· which was doubled in February! of 1970j. Our Association President 

before our May Convention, Horace G. ~oeller,. said "Revision of 
. . I 

Ne\v' Jersey's tax structure is ,a parti~ularly "v:exing problem 

facing our State, and a refort progra~ for tax equali.ty on both 

individuals and business is eftremely,, importanit. II 

While our specific purpose todlay is tp discuss, provisions of 

several bills in the Tax Refotm Progr~m, it might be helpful 
. • • I I : • • to reiterate our Association fj, basic position on state -taxation, 

i 

which has been stated publicl:t beforel 
. I i 
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The New Jersey lls.nkers Association recommenq~ that all 

present business taxes in New Jersey be repoale,d, and that tl:le,-

be replaced by a simple State· income tax which is a set percentage 

ot the Federal income tax applieci to all compantes, corporate 

and unincorporated,. business and f'inancial. Ot cour$e, religious, 

educational and other non-profit corporations woµld continue to 

be.exempt • 

The need for prompt'action in the personal taxation area is 

clear. Just this year a court decision in New Jersey gav.e the 

State until January 1, 1974 to revise the school tax base to 

remove its present dependence on local real property taxation. 

Two basic :methods have been proposed, a state-wide personal 

income tax and a state-wide ,miform re al property tax, and e 1 ther 

would appear to meet the test of the court decision • 

. The, need tor appropriate action to revise New Jersey• s 

taxation ot coepanies -- both business and financial•- is also 

very clear. Right now New Jersey bas a welter or different tax 

laws on business and tinance. Companies are subject to, or 

exempt troJn, the Business Corporation Tax, Bank Stock Tax, 
I . 

Financial Business Tax, .Business Personal Property Tax, or 
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unincorporated Business True, idepend1ng on the special f~atures, ot 
these laws, atJ well as spec1J1 truces on railroads, insurance 

·•·· • .. •.•.. . . I . . . companies, and others. · · · ·· 

Present New Jerse·y tax. laws place a much heavier burden on 
. . . ·.. . . I I 

banks than on most other corp:>orat1on~, both business and financial. 
. . 

A recent definitive study by Peat, Marwick, Mitchell& Co., showed 

that New Jersey banks pay 60% more i~ state taxes than other 
. . . I 

corporations doing business jn New Jersey. Commercial banks ere 

paying 16 times as much in s~atetaxes as savings and loan 
I : 

associations and savings bankls of th, same size would pay. 
I I 

Corporate taxation in Nej Jersey'. should be levied b11 a fair 

and equi t.able method, based on ability to pay, and applied with 
! 

simplicity and uniformity. cbmplexit7 and red; tape should be 
·1avoid~d. 

i . i 
Our proposal that all b]siness ~axes in. New Jersey be replaced 

by a simple State· income tax "ould m~et the tests ot ability to 

pay, equality, simplicity an
1 

uni1'orniit7. It 1would cut through 
. . . . I . 

red tape, by instructing busiinessea ~o·pay a set percentage of 
. . . . . I ... · , . . 

Federal income tax to the State, and 1would replace the patchwork 
I 

I . . 
ot taxes recommended by the 'Dax Polidy Committee as an interim 

I . . ·. . solution, And the Legislatlllje could 1set the rate at a level to 

insure that. New Jersey busin~saes of !all types pay their talr . 

share of state taxes as corpdrate citizens. 

Having stated our Association's basic philosophy on state 

taxation, we would like. to tu1rn to the package. of bills presently 

before the Assembly Taxation /cornmitte~ and to discuss particularly 
. I : 

Assembly Nos. 1251, 1285, 128'6 and 1301. 
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Assembly, No. 1251 would amend the New Jersey Sales and Use Tax by changing its 

philosophy in a major way. Up to the present, all sales of goods have been subject to 

the Sales Tax unless the law made them specifically. exempt, while all services have 

been exempt from the sales tax unless the law made them specifically taxable. This 

bill changes the approach dramatically by making all services subject to the Sales Tax 

unless they are specifically exempted in the bill. And there is quite a laundry list of 

services which are to be exempt~ including haircuts, shoeshines, beauty shop services, 

and sales of property by morticians among many others . 

Assembly, No. 1251 would bring under the coverage of the Sales and Use Tax Act "all 

services, professional or otherwise" except as otherwise provided by that act. There 

is no definition of 11 services. 11 What is a "service" in a given case, is thus left to 

regulation by the Director of the Division of Taxation, or ultimately to the decision of 

a court. The scope of activities which could thus be brought into the sales tax field 

staggers the imagination. Lawyers' fees would be taxable. Engineers' fees, accountants 

fees, would also be taxable. Every service which is not expressly exempt would be 

taxable. 

We suggest that there are certain services which should continue to be exempt from 

e taxation under the Sales and Use Tax Act. m the interest of fairness and to avoid the lass 

of business and jobs in New Jersey. It is the purpose of this paper to identify some of 

them, and to state reasons why we have reached that conclusion. 

It appears that Assembly, No. 1251 would as presently drawn apply the Sales Tax to 

charges made in connection with the handling of checking and savings accounts by banks 

and other financial institutions in New JE:rsey. Such a Tax on charges on deposit accounts 

would be self defeating and could result in the transfer of many checking accounts to 

Pennsylvania and New York. We understand that in New York City an amendment to the 

city sales tax would have reached deposit accounts and the proposal was rejected on the 

ground that it would result in the flight of checking accounts out of the city. With the 

thousands of New Jersey residents working in New York and Pennsylvania or living near 

there, there could be a wholesale flight of accounts to New York and Pennsylvania. 
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. In ~ddition, with the natural. t~n<jencyOf r•r~ons .tp maintain th~ir savings accounts and 

checking accounts in the same bank, andl with the convenience offered by "bank by mail" 

programs, significant slllrl~ of ~a¥ing; +posits U: banks in New Jersey could very well 

follow the flight of checking accounts to rew York, . 

It is the deposit accounts in New Jersey that provi!de the source of much of the ,money 

for residential mortgages and many othet purposis in ihe public interest, 

In addition, the tax would be regressive m that it {vould fall only on the poor and persons 

in l~wer income categories .. those witholut. the me::ans or the income to maintain deposit 

balances at greater than the minimu.m lei el requiie to give immunity from service. 

charges. 

We urge that the bill be amended tq exempt charg~s of everyfnatu~e imposed upon deposit 

accounts, dell)and, savings and time., jmtairted 1n all institutions author;zed by law, 

The dbllar impact of a Sales Tax qn a bank deposi~ account would be small, but we are 

convinced that the outrage of New Jersey\ citizens khen they find sales taxes levied on 
. , I 

their checking and savings account1;1 woulh cause tliem to :move th.eir accounts to New York 

and Pennsylvania. ~oth these States,. of (course, have Sales Taxesbut they don't apply . I i . . . 

the tax to depositaccount charges. : In fact, we welre unable to find any State in the 

Country where Sales Taxes ,were applied Jo such ~ervices, but we .fear A. 1251-would 
. ·.. . ·.·• . . ·. · .. ··. . • .. ·.. . . . I .·. . i . . 

do so in New Jersey because the bill is scp broad. · 

I 

I 
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Under Assembly, No. 1251, and its broad language, it appears that a sales 

tax would be imposed on receipts :for services rendered by executors and 
' ,, ,· -.·j' •. ,._ 

administrators of decedents' estates, by guardians, •. tr11stees,. and all similar 

fiduciaries. This tax is payable whether such services a~e perfqrmed by. an 

individual or corporate fiduciary, and is of course a tax imposed on the bene-

ficiary of the fiduciary as sets. Thus, for example, the family of a decedent 

would pay not only a transfer inherUance tax and,. as proposedunder A. 1250, 

a tax on the income of an estate, but under this biH, he would pay sales tax on 

the fees and commissions for services rendered in achninistering the fiduciary 

as sets. 

Similarly a guardian administering as sets for the benefit of a minor or imcom'."" 

petant would be required to collect a sales tax on the fees receivable for performing 

these fiduciary services, while the minor or incompetant would also pay the 

additional income tax imposed by Assembly, No. 1250. Note that receipts from 
. . 

the sales of property by a mortician are exempt under section 8 (q) while charges 

for fiduciary services would be subject to the sales tax. 

The proposed tax represents a cl~ar inducementto New Jersey residents to 

appoint New York or Pennsylvania fiduciaries fo:r inter-vivas trusts. 

We submit that those upon whom the burden tax falls are already subject to a 

substantial tax impact. We urge that receipts for services rendered by fiduciaries, 

and in an agency capacity, be exempted from the sales tax. Fiduciary services 

are not subject to the sales tax in New York or Pennsylvania and, in the limited 

time available, we have been unable to find any state in which su,ch fiduciary 

services are subject to a sales tax. 
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It is not clear whether the duties performed by transfer agents and registrars 

in connection with securities c::onstiiute "services" taxable under Assembly, 
. .· <I .·. .· •· . . . 

No. 125L The services rendered qy transfer agents and registrars have no 

roots in any geographical area •. Thry Can bei performed in any one state as 

well as another. The corporate entlity whose securities are involved, when 

faced with a sales tax on the services performed by its transfer agent or 

registrar could, withoutexpense ank without !effort, select another agent or 
. . . . . .... ··. ·. I i . . . 

registrar located in. a jurisdiction "1hich does: not impose such a tax. This 

kind of tax, too, would be self-defe4ting, beclause it could so easily be avoided, 
. i . ' . 

to the detriment of the .transfer agerits and re1gistrars of this State. The loss 
. . . . ·. . . I . ; . . . . .. · 

to the State-probable lay-off of employees and otherwise-would certainly not 
I - - ! 

be in the public interest. l 
At a time when we, and our State A inistration, seek to attract to New Jersey 

· firms engaged in the securitie.s busi~ess and ::related financial fields, and thus 
' i ' i ., 

compete with the virtual monopoly epjoyed by: our sister State of New York, 

we submit that a tax on the services of transf~r agents and registrars is contrary 
. . 

to this competitive position which_N w Jerse~ seeks to establish. 
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We hasten to point out that there would not be a penny of tax savings to banks in 

the exemptio,ns we suggest from.the S,des .Ta~ .. These, exemptions would benefit 

lower income families, widows and orphans,. and we. believe they would help insure 

equality of taxation. They would also prevent the loss of business and jobs to the 

States of New York and Pennsylvania where each of these services is exempt from 

the Sales Tax. 

There are perhaps a dozen other services and sales by banks which would fall 

under the Sales Tax but we make no request for their exemption. Our recommendations 

are restricted to the areas we mentioned, where we feel inequities to New Jerseyans 

will result if exemptions are not spelled out in the law. 

We would now like to turn briefly to the subject of the proposed "excess gains" taxes, 

which are contained in Assembly, Nos. 1285, 1286, 1301 and, for individuals, 1302. 

Our comments are limited to the first three of these bills. In the interest of saving 

time we will just summarize our recommendations on "excess gains" and attach a 

detailed letter which we have sent ~o counsel to the Governor. 

In short, there is no uniformity among A. 128'5, 1287 and 1301. They appear t 0 

have been drafted by three different people with no comparison or uniformity. The 

definitions are different, and the names given to the same subject are different ("com-

parison year" one place, "current year" another place). Even the definition of "excess· 

gains" itself differs among the bills. There is a definition which is never used in one 

bill. The formulas for imposing the "excess gains" tax differ between A.· 1285 and 

1286 on one hand, and A. 1301 on the other. 

No two of the three bills have the same provision on real property which is occupied 

by tenants. 
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One of the bills (A. '1301) has a sp~~ ial provi1s i'on benef1.ting murtJcipalities where 
I • 

the real property tax ra.t~ exceeds Jhe State' average by 25% or more. The other 

two do not. 

Assembly Bills Nos. 1285, 1286 an · 1301 hav~ a common object; namely to avoid 

.a financial windfall to owners, of rell properiy used for, business purposes which 
I . ' .. 

would pres~mably result from the enactment! of the Administration's tax reform 

program. It would seem that the 1Jws inten9ed to achieve that object wo.uld be 

c.onsistent one with the other. ThaJ is not trµe of thes~ Assembly Bills. 
i 

For these reasons, we urge that J,aLs, finalcial businesses, general business 
I• i 

corporations, building and loan as spciations,i savings a;nd loan associations, 

savi~gs banks aild credit uni~ns all re brougjt under the provisions of Assembly, 

No. 1301, so that all may receive equal treatment in sharing a common burden. 
I I 

It has been difficult to analyze all ol the tax ~ills, and to develo.p. reco. mmendations 

on them in the short period between their avafilability and the date of this hearing, 

but we have endeavored to point out inconsist~ncies in several of the bills, which 

would caµse unequal burdens on var~ous taxp4yers and :to recommend changes to 

insure u:Iliformity oftaxation on Ne:t7 Jersey'~ individual and corp~rate citizens 
I I 

and to.avoid the flight of, business td
1 
nearby s1:tates. We would appreciate it if the 

Assembly Committee would permit hs to file fwith it eaily next week suggested 

specific amendatory language whichl if adopt~d·, would carry out our Association 

recp~mendations made today. ] . 

We appreciate the 
. · . I j. 

opportunity to a Tar befo:e the Committee. 

• l 
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Nem 3.for:ney ftlaukern Annodattou 
499 North Harrison Street, Post Office Box 573, Princeton, New Jersey 08540 609/924-5550 

ISRAEL SPICER 
cm::-.srL 

Pierre P. Garven, Esq. 
Counsel to the Governor 
State House 
Trenton, New Jersey 08625 

Dear Judge Garven 

June 8, 1972 

RE: Assembly Nos. 1285, 1286 .and 130 

The New Jersey Bankers Association urges that Assembly, Nos. 1285 and 1286 be 
withdrawn, and that all corporate owners of real property used for business be made 
subject to the provisions of Assembly, No. 1301. Our reasons follow. 

Assembly Bills Nos. 1285, 1286 and 1301 have a common object; namely to avoid a 
financial windfall to owners of real property used for business purposes which would 
presumably result from the enactment of the Administration's tax i;-eform program. 
It would seem that the laws intended to achieve that object would be 'consistent one 
with the other. That is not true of the Assembly Bills captioned above. 

All three bills use the term "excess gains." Assembly Nos. 1285 and 1286 define 
"excess gains" as follows: 

11 'Excess gains' means the savings in taxes between qualified taxes 
due and payable in the comparison year and qualified taxes due and 
payable in the base year" 

Assembly, No. 1301 makes a minor verbal change in this definition by substituting. 
· "current" for "comparison!!, but it does, however, depart substantially from the 
other two bills in. its definitio7;1 of "excess gains" as follows: 

,i 'Excess gains' means the amount by which the total of qualified 
taxes set forth in section 1 p. (l-8), .when applying current yea.;r 
rates to the tax base for tl1e current year is exceeded by that amount 

.. of qualified taxes set forth in section 1, paragraph b. (1-8) which 
'Would have been imposed by applying base year rates to the tax base 
for the current year. 11 
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Pierre P. Gar:ven, 
Page 2 
June 8, 1972 

I 
Esq. 
'i 

.. I . 
"Excess gains" as defined in Assemblil, No. 1301 differs in .substance from ''excess 
gains" as defined in the other tw9 1:>iHs. Under Assembly, No. 1301, current/ 
comparison year qualified taxes woutd[be determined by applying the current/ 
comparison year rate to the current/c0mpariso:n year tax base. The same holds 
true in respect to the othe·r two bills. !However, whereas in the other two bills the 
base year qualified taxes would be the ~ualified taxes actually payable in the base 
year, under Assembly, No. 1301 the base year tax would be determined by applying 
the base year rates to the tax base for [the current year. There could be a difference 
under Assembly, No. 1301 in the amount of qualified taxes due. and payable in a 
current/comparison. year and the amo~nt.p.roduced as .the basis for the surtax in that 
same year. We submit that there is n9 justifica:tion for differentiating in this manner 
between banks and financial businesses1 on the one hand, and general business 
corporations on the other hand. 

· Assembly, Nos. 1285, 1286 and 1301 ~ave prov~sions applicable to the situation where 
real property is occupied in whole or ip part by !tenants. No two bills have the same 
provision. The provision in Assembly~ No .. 12~5 reads: : . 

"Every taxpayer or, in the citcurnstan<feS described in sections (I) and 
(2) below, their tenants shall be subject to the surtax upon all excess 
gains except: · I · 1 · _ 

(I) Tenants of rea.llpropertyl owned by financial businesses 
where the tenants have contraftual responsibility for the payment of 
real estate taxes on such propierty; and; . .. 

(2) Tenants of reallproperty owned by fin.ancial businesses 
who have reduced the re.nts to their tenants as a result of contractual 
agreements in their leases re I ating to the payment of real property 
taxes, to the extent oLsuch rerit reductions. 11 

I 
The provision in Assembly, No. 1286 ieads: i 

"Every taxpayer or, in the ciJcumstances described in sections 
(1) and (2) below, their tenant~~ shall be subject to the surtax upon 
all excess gains: except exce~s gains 4ttributable to local property 
tax reductions from the follow[ing propejrty: · · 

(1) Tenants of reallpropertyjowned by banking companies 
where the tenants have contractual responsibility for the payment of 
real estate taxes on such property; an.d 1 

·. (2) Tenants of realproperty!owned by banking companies who 
have reduced the rents to their tenants ;as a result of contractual 
agreements in their leases refating to ~he payment of real property 
taxes, to the extent of sµch r~nt reductions. 11 
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Pierre P. Garven, Esq. 
Page 3 
June 8, 1972 .. 

The provision in Assembly, No. I 301 reads: 
114. Excess gains with re sped to taxes set forth,iri section lb. {2) 
shall be determined in certain niunicipalities as follows: 

a. With respect to taxpayer owner-"occupants and taxpayer 
lessees who have· contractually assumed respo11sibility for the payment 
of real property taxes, if the base year effective local real property 
tax rate of the taxing district where the taxpayer's property or a · 
portion thereof is located exceeds the base year average effective tax 
rate for all municipalities by 25% or more, there shall be no excess 
gain to that extent. 

b. With respect to lessors who have not entered into any 
agreement with their lessees for the lessee's payment of real property 
taxes, if the base year effective 1ocal real property tax rate wherein 
said property is located exceeds the base year average effective tax 
rate for all municipalities by 25% or more, then 75% of the difference 
between the base year and current year state and local real property 
tax on such real property shall be collected by the State and returned 
to the lessee by means of a tax credit or rebate in proportion to the 
area which he occupies. The remaining 25% shall not be included in 
the calculation of the qualified taxes as described in section l b." 

Why should there he these differences between surtaxes payable by0 ·banks, by financial" 
business and by business corporations? We submit that, in view ofthe expressed 
objectives of the Bills, the differences between them would appear to be illogical and 
capricious. 

I 

All the Bills contain provisions requiring taxpayers to file returns on or before May 15, 
1975 and annually on or before May 15 thel"eafter until and including May 15, 1977 and 
further requiring that the tax be paid on ol" befo_re the due date for filing the return. 

Assembly, No. 1285 provides ''This act shall take effect immediately and shall be 
applicable to taxes due and payable in the year 19 75 for the year 19 74, and in each year 
thereafter." Assembly, No. 1286 contains a similar provision which differs from that 
in Assembly, No. 1285 in that it omits the words "for the year 1974. 11 These provisions 
would seem to require surtax payments in perpetuity, despite the fact that the obligation 
to file returns would continue only until May 15, 1977. Assembly, No. 1301 on the 
other hand, provides only that "This a:ct shall take effect January 1, 1974. 11 These 
discrepancies too should he eliminated. 
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Pierre P. Garven, Esq. 
Page 4 
June 8, 1972 

With the scope and the depth of the Admtnistratioh's tax reform program, it would 
be reasonable to expect that all owners bf real prloperty used for business purposes 
would be ~ubject to th_e surtax. There a 11re sign~fij~ant oversights - i~ i~ not appa_rent 
that any bill thus far introduced would reach builq.mg and loan as sociahons, savmgs 
and loan associations, savings. banks an~ credit unions. There would appear to be 
no justification on any rational, moral oir social grounds fot their exemption from the 
tax. 

We have heard no reason why banks and [financial !businesses are being treated differ-
. ently from general business corporation~ in the Administration's tax reform program. 
It is true that Assembly, No. 1253 provides for a1nincrease from 5 1/2% to 7 1/4% 
in the tax payable on gene:ral business c9rpo~atio1 income. · However, in view of the 
_fact that the Bank Stock Tax Act was dou~lecl in 1970, the present proposed increase in 
the general business corporation tax shofld not, qn the basis of fairness, be used as a 
reason for not now treating general., busiro.es s corpprations and banks alike for the 

· I .··; 
purpose of the surtax on excess gains. This becomes ·especially apparent when it is 
realized that, even with the proposed inc\rease in the general business corporation tax, 
banks will be paying at least as much and perhapsi even more in taxes than if they were 
taxed as business corporations. ·· \ i' 

• . I i 
There is no impediment to including banUs in Ass¢mbly, No; 1301, since such inclusion 
would be in accordance with Federal law 1pn state tlaxation of :national hanks (Section 
5219 of the Revised Statutes of the Uniteq States), ibecau.se the tax is one .on real 

I 

I I. 
i 1 

property. 

]for the foregoing reasons, we again urgl that banks, financial businesses, general 
· business corporations, building and loan lassocia_titms, savings and loan associations, 
savings banks and credit unions all be brbught und~r the provisions of Assembly, 
No. 1301, so that all may receive equal treatmen~ [in sharing a common burden:. 

IS/md 
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S't'A'l'f'.MENT or H. PETER GRAY TO THR NEW JERSEY ASSEMBLY 

ON THE 'l'AX PROPOSALS 

'T'renton, N.J., June 9th, 1972 

~fy name is H. Peter Gray. I am Chairman of the Deoartment of Economi,.::s of 

Douglass College, Rutgers University and I represent the New Brunswick Cha?.ter 

of the American Associat.ion of University Professors. Howe"9r, the views t-;hat 

I present here cannot be attributed to AAUP in every detail. 

I supt,)Ort the package of tax measures placed before the New Jersey Legis-

lature by the Governor. There are two main questions that should be asked about 

•any program of taxes--is the level of spending by the State Government on the 

provision of i;,ublic services in some sense "correctll, and is the burden of 

taxation si;read equitably across the po-pulation of the State. Clearly no 

collective proqram can be e:xpected to be ideal from the point of view of every 

individual and organization in the State, therefore support must be given or 

refused on the basis o~ orders of magnitude of eXT>enditures and a general 

1.hi.losonhy with respect to the equity of the distribution of the burden~ 

However, I would like to make one ooint e:,cplicit if only be.cause economists are 

sometimes interpreted as saying the or.,nosite: government expenditures for 

curr,mt services' (includinq depreciation of capital) must be paid for by tax 

revenues and not by bond flotation. This truth applies inexorably to any 

govern1n.ent not capable of printing money • 

New ,Jersey does not have an enviable record on expenditures for the provision 
of soclal services. Despite its ariluence, New Jersey has always kept provision 

of: such services at or near some irremediable lllinimum. On this basis alon•.!l, the 

argument for an increase in expenditures by Trenton must be_a strong one. 
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Exceptions to t:hese minilllWll levelsih•ve oc~rred when a sufficient part of the 

population has been made personally aware that the alternative to tax-financed 
I . . . 

state expendit.ures .. is high. er. d. isbl. •.se.ments by the .citizena themselves. One 

clear. example is higher education. Higher eaucation in the State has exoanded 
' . 

at. a very commendable rate in reoerit yeari!I. • It ~ill probably be neoeasa,ry to 
. I I 

continue this rate of expansion for some years to oo•. However, neitb.erthe 
I .. 

A.A.U.P. nor I give testimony here]'in """"°..;, of Bill in the -ct:ation 

that its passage vill provide aoffle cornucopia on which -4ucation ou draw. 

Add to New Jersey's history o i low expe,ditures per capita, the need for 

the State to pla,y a mach larqer rot in edu.,.uon·at th~ prt1-college level an4 

the argwaent for sUbstantial incre~ses in revenue and expenditures by the State 

become overwhelming. This does no~ mean that the Governor's propoaed leftl of 
. I . . . ·. . 

expenditures is in any sense exactlr correct , .. or ideal, but it does imply that 

the emphasis in the legislative pro~ss should be place4 on the question of th• 

equity of the burden of the taxes als much as ': or more than on the volume of . 

exPenditures. 

'l'he source of reven~ by the slate Gove:91't and by local governments in· 

New.Jersey has been reqreasi~ly dirtributed;f:,r a longtiae-~ighing more 
! 

heavily on the p0or than on the affluent. ~ere are three upecta of the tu .·. . .· ·.. . . . . . . - I . 
package that are particularlypleas~ng. (l.)jThe partial replacement of the 

regressive property tax with a staJwide in~ tax that consists of a 
. . . . . . I I • 

set of rates and a series of progressive exemptions for apecific (2) 
.• . , . . I - ! - . 

The deductibility of the property t'llX compon•nt of rentepaid by tenants froa . . . i 
taxable incon.-. is an innovation in which the Pec!eral aonmment would 

do well to follow_ New Jersey's lea4 since tbe
1
re 1• an unbeooalng blatancy aboQt 

the preferential treat:nient given t:o holleownera ln. the Pederal rec,ulationa. (3) 



' 

• 

I applaudthe·switch to major reliance upon an income tax on the ground• that 

this form of taxation will shift some.of the burden of taxo.tion onto other 

units of government in the United Stateso Because of thia llhiftability feature, 

New Jersey's net proceeds·from t:he .tu;.packa.ge will exceed the net payments of 

New Jersey residents. '!'here are two sources of saving--other state governments 

and the Federal Government (I think that the saving from the Pederal Government 

could be called "involuntary revenue sharing"). New .Jersey residents who work 

in and pay income taxes to.noighbodng States will now be able to credit their 

N.J. tax payments fL'om taxes due to other States. In effect, this process will. 

switcb tbe truces from those States to New Jersey at no cost tQ the New Jersey 

tu.payer. A~ a rcsiderat of New Jersey I have long been· riled by this unnecessary 

leakage of funds and found the recent reversal of income tax legj.slation in 
favor of a higher sales tax by the State of Connecticut .to be professionally 

demoralizing. Involuntary Re,1enue Sharing ¥ill, come about as a neult of two 

separl!'.te features of feder,3.1 tax regulations. First, the deductibility of 

taxes paid to states from adjusted gross income for canputation of federal 

tax liabilities constitutes a·subsidy by the FederalGovermaent of taxation 

by the lndividual. states. This subsidf is only paid when deductions are 

itemized on the federal tax return (that is, the standard allowance is not 

clairasd). Studies based on large nwubers of.federal tax returns ahow that the 
. . 

likelihood of deductions being itemized increases with the income of the 

recipient. 'l'hus, to the extent that the new tax package ia progressive and. 

weighs pz.•oportionately u,ore heavily upon the affluent, a greater share of 

New Jersey tax revanue3s can be expecteci to receive the aubsidy under the proposed 

'i:ax pad~ag.e than tL"'lder a less progressive one that. raises an equivalent volume 

of rev11nues. sec::or.d, the fact that 1:h• federal tax aystna is means 

that the r,ore •£fluent the psr•on tha &!duction, the· hi,i.r hie 111Uginal 
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· ..... ··. I . . . . . . tax rate and the higher the rate of federal mubasidy of New Jersey tax revenues 

will be. Thus any redistribution bt the tax burden in.New Jereey-..,such as ia 
. . . I . . 

contained in the proposed legialation--will ,,lncrean the rate of "subsidy" 
. . I . 

received from the Federal Government. 
•. . I , . 

Finally, I wou.ld like, as an tconomist :and as a registered Democrat, t.o take 
I I 

issue with the opposition to the Pjckage by ~e State A.P. of L. and c;r.o. on 
. I , , 

the grounds that the "excess gainsjtax" is scheduled to apply for only three 

years. i 
Technically, the problem in ariy tax measure which redistributes the base 

I : , . 
for taxation from a property tax td an inco~ tax, is to prevent windfall gains· I I I . 

accruing to business, (and other p+,i,erty ~era) but i!t is also important that 

existing businesses should not be irnalized paying higher effective rates 

of property tax (tax plus excess g~ins tax) than·new b'qsineaaes. The A.!'~ of L • 

. and c:1.0. seems to have overlook~ the pressures of eoq,etition which work 
I . . .. 

upon all economic units and which ~ill erode I over time t.be ability of any 

b~inesa to enjoy the windfall gaiJs of a reduction in property tu. A three 

year duration fc,r an excess gains tlx is nei~er right nor wrong--but the tax 
. .•· .· I . . •. . 

is awell-conceived aaans ofpreven]ing wind:all gains t:o business and the 

three-year duration is a good pra~tic length of tiae over which to impoN the 
. . . . J . . '. 

gains tax. In the course of three""'.years, the potential for preserving any 
. . ... . ' . . ·•· . I ,. I . . ' 

windfall gain will have been largely eroded l>y the changing economic circwutances 
I :, .. 

in our State. i.Apermanent excess gaina tax on business currently located in the 
. . .. . . . . I . . . • State would not have been ei~her a good poliqy or practj.cable. Computation of 

. . . · .. • . I . . , 

the tax-saVing will become ever more difficult with the passage of ti• and the 

· dif ferellce betwen the gx ~•-+ of ~d ,- _.,.uu a..a J.ocaUona 

would have oaused many baineases tr 1110ve with, at a llildaua, inconvenience to 

their employees. 1 · ' 
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I do believe that the A.F. o;f L •. and C.I.O. ma.de 099-.nt. points with 

reference to the desirability of·having landlords pass on property-tax savings 

to renters regardless of the size of t::he property. ff()wever, even hare, the 

A.P'. of L. and c.1.0 seems to have underestimated the strength of the forces 

of competition. If big buildings reduce rents, small buildings will be forced 

to COD\'8te. Si.Jllilarly, the resolution of opposition seems to have overlooked 

the pragmatic problems of enforcement •. · Given the clear benefitt1 to workers in 

general from the increased progressivity of the tax package, it is both 

surpdsing and disappointing that the State A.P. of L. and C.I.O. did not give, 

at least, qualified endorsement and press for minor changes to be effected in 

the Legislature • 
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WIII.;1\1.~AG. the llunicipJ1'ncccivcr:;, '.fox Collcctnr:i nnd T_rcMur~rc.' 
I 

Ao::.ocio.tion of i-lew Jerncr !it. conGtMtly striving to _educo.tc it' ::i mcr.ibcr:;hip 
i 

~d othcrr, in the nclminic.tfiition of ~he propcrt;/ to.x lo.ws of :fow Jcrs~:r. o.nd 

WllI:!REAS • we are· also· ~bligo.tcd • o.s resp~nsible Tax Adr.linist:r.o.tors ..• to 
• ,. I 

point out scriouo to.x inoq_µi tios vhoro ·the:, exist; . now thcrc'foro • , 

llE IT RESOLVED, tho.t. the Governor o.nd State Lcgisln'.;ure. of the· Sto.te ... of · . . . 
. . I . . . . . . 

llcw Jersey be. o.dviscd of the serious i'nec1uitie's in· ·the ""Fa.X'lli:l:a.nd "Assessment · . ·. 
. . . ! . . . ' .· '· . . 

Act of 1964, and. that amending leaislation 'be a-dopted illllllediateJ..:, ·to acco:r.l)lish ... .I . : , ... 
,_' . _... .. the :following: ·j 

; . :·. 
. ' .. : ,··•· , ..... 

. ·: .· ·. 

.. ·.·. ,_·:</:.: : ... : :_: 
: ::: '.·,:, .. . 

·' .... ·.· .. ' 

·:. ·'•• 

.• . .. 

. , ,··. 

• .- I • 
1. Amend the Farmland Act to apply on_ly. to· land owners vho deri vc at· .. . ! . . . . . . 

lco.st 30% of their incomo from t)·,n· ,land under .application or that 'the fam 
I . -4-·•.• - . . . 

activity_. is ·the primary, so~ce of income. 
. . j . . 
. ?.; Amend the Farmland Act to a.ppl_y Roll-ba.ck taxes when ci thcr there is• a. 

. .• ·. . I. . 
. . . . . I . . . . . . 

change in use. Ol:' in ownership.- vhichever occurs first.·' . . . . ·! . •' . 
3. · "Arilend the. Famlo.n4 .Act to rern~ve the eminent domain clause ond require 

! 
.. ':•i 

Roll-back taxes· be ·_paid o~ jail State ·and· Public ·Aeency. acquisitions a.t' the .tin:e 

of change of title.- . · . · · · ·: f ._-:: _ · -~/_·.· : _• ·• · . · . -.~ 
Ii.· Amend- .the Farmland, Ac~ t~. a.limr· (lU~ificd :f.'a.rmiand assessment only to : . 

tii'ose o.cres "in a.ctuo.l fo.rm pse. 
y 

5. Amend the _Fa.rml:i.ndi. Aasessmcnt· Act t.o 
. . . ' . ' 

require clca.r .and absolute proof 

of. tn)•mi"nncl ·:1.ncomo •. · 

. i ·j_1,,: !·'••,11dn:idl/1!::-1.:-':"·,:•·.,.L ,':•·I. 
f\r!u111l t.liu· l·'1u·111Lll11ll l,\t.ia,1:1;111::11L ,"wL I I 

1,·, prr.·d·!,; ftif' i1,.·1,. ;, 

Lo 11rovJ.llo l'or tip, Le, 1:1.vu y1.:.,.1·r; 
·I 

Roll-ila.ck Taxes. 
• I 

.7 t Amend :the Fo.pnla.nd ('.sE;essr.i~nt Act to provide for both assessed· values 
• : I 

to be indicated in the officiai Tax Du"'llicates .of the Hunicipnlit'-", . I • .. 

. BE IT FURTHER RESOLVED."f T'n~t a co~y o·r this Resoluti'on ·b·e. forwo.rded to the . l . • 
ilonox·o.ble W,illiam T. Cohill; Gove:rrtor o_f .~he State of irev Jerse:r; the Honoro.blc 

lio.:rr/ Sco,ru,·chainau.n_ of tho govc·rnor_'s Tax R·c:f.'orm Commissinn; _to-ea.ch i.r.ernber of 
. ' ·i .:_ : •.. . . . '·. . 

the ·corr.rn.ission;-o.nd to the mtnb_:2'.s_ ~f bo~h h_~uses:of_.our state·tegisla.tu:e, a.~~ 

the Leo.sue·· of M~icipa.li tics L . · · · : -· .. 
;j.' . 

·1 .· . 
··1. 

I 

i 

[ 

I certii'/ that this .~esA~ution was duly adopted by_ the Munici:;:,o.l 

n,001 v'..'" '. · ~: cot??' ,~;Tr,,.,;:~: •t:~,:~= b' ?~ J,m, on Jl· I•{· 7~
1
1 .. 

' • I • >]-'-'""'"V' . ' /CC,L '-""' ' . . , .· '.' . ·. }i.~- ',/)-. llib ~s-<-fr"ic ', /{;!:}1~·~.si,~>;;-:~f ·ti~-{ :·' 



STATEMENT 
to 

ASSEMBLY COMMITTEE ON TAXATION 
_ concerning ... 

TAX REFORM BI'.LLS 
. . 

submitted ~:y, 
.. . . .. 

NEW JERSEY.PETROLEUM COUNCIL 

i Trenton, N .. ,J .. , July 9,. 1972 _ 

'- Chairman Bedell,, Gentlemen: -

t 

The New Jersey Petroleum Council~ a business league representing 
major oil companies and their affiliates, has reviewed t~e report of --
the New Jersey.Tax Policy Committee and 'the bills before you which · 
would implement that report, with.various additions and changes. 

Unfortunately, our review of these bills was limited because . 
of the brief time span between their availability to·· the. public .and 
the hearings of this Committee. Thus, it has been diffisµlt, if not· 
impossible, to fully assess the probable impact upon ai::i .. industry such 
as our own. 

It has been the general consensus of the company taxation ex-
perts we have consulted that.the well-reasoned recommendations of the 
Tax Policy Committee, if implemented in total, would' provide an accept-
able and overdue restructuring of New Jersey's revenue-producing system. 
The Committee and State Administration are to be commended for under-
taking this effort. In general, we would·be prepared as an industry 
to support these recommended changes. · 

However, we cannot support the unique and probably unworkable 
concept embodied in the two Excess Gains bills -- A-1301 and A-1305. 
Basically, we oppose the Exc.ess Gains Tax fol." these reasons: 

·. :,·.. . 

1. It is contrary to the Tax .Policy Committee's recommenda,tions 
to provide property tax relief for all taxpayers in New Jersey. 

2. It is discriminatory against business :in. that it: effectively 
creates classification for real property tax purposes, which has been 
condemned in principle and _in practice by most tax e:xper_t:s from both 
the public and private sectors, inciuding the Governor'$ Tax Policy 
Committee. · · · 

3. It would appear to require an entirely new, elaborate and 
costly state organization to administer the tax. · 

· -continued-
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I 
2. 

4 .. It may involvea questiion of constitutionality under the 
uniformity provisions of Artie.le VIII of the New Jersey Constitution, 
since its avowed purpose is to Jeclaimthe tax savings of business, 

. . . . ·. · .... 1 . ' . 

under the real estate tax re].i~~ proposals. 
. I 

. . I • 

· We also would have some f~servations about A-1299 and ACR-112. 
These are the measures. which wo9ld set a. loca.l property tax limit and 
enable a .constitutional amendme1. ·.t.. for supplement~ry school tax refer-
endums. . . · .. · 

We would point out that thle only fiirm tax rate limits established. 
by these proposals is that countb, and municipal rates may not increase 
more than 10 per cent over the pfrior yea 1r. Other limits established 
are Qnly temporary and can he iripreased ~y local referendum. Also, 
expenditure areas such as capita~ outlay~, debt· service, reserve for 
uncollected taxes and special schools are exempted from the limits. 

. . . . .. I , . . . 
These proposals will undoubtedly slow down the rate of.growth 

. . I . ' 
of future property tax levies byj requiring referendums. Nevertheless, 
they provide c:1.venues for gradual

1 
escalation of property tax levies back 

to present peaks and.beyond. To be truly tax lililiting bills, they 
should establish absolute <.:!eilings. More stringent controls would. be 
needed to prevent .continued esca}ation of property taxes. 

Another comment supplied bt our corpmittee of tax specialists 
whic,h reviewed this package of bills con~erns A-1300, which proposes 
optional site valuation fo:r urbaiized ceiters, and ACR-111, which 
proposes a constitutional amendment permitting site. valuation classi;.. 
ficationin urban centers. The dommittee noted that, like most pro-
pos~ls for property classificatiqn, these bills would tend to be 
discriminatory and inequitable s:ilnce rural and urban taxpayers would 

I be taxed on a different basis. ~f site valuation: is to prevail, it 
is the cotn.mittee' s opinion· that tjhis method should b.e made. available 
on a statewide .basis and not lim~ted only to urbar:i centers. 

As noted earlier, our anal)sis of the impact of these tax bills 
had to be more cursory than desi~ed becatise many were not available in · 
printed form until yery recently. We woµld be pl~ased to provide more 
detailed and specific suggestions. with regard to these pending bills 
as desired. 

In siifumary, we would again emphasiz;e that we generally support 
the recommendations of t.he Govern[or' s Tax Policy Committe.e and cer-
tainly would be willing as an indµstry tOi bE;!ar our fair share of New 
J 7rsey' s tax .burden: . We bel.ieve \th~t with ,some ame~dments the present 
bills could he clari:Eied to accomplish the Tax Committee's excellent 
goals.· We are opposed, however, ~o the Excess Ga:Uns Tax proposals 
which we feel depart from these gpals. . 
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STATEMENT OF THE NEW JERSEY DIRECT 
MAIL SERVICE COMPANIES BEFORE THE 

ASSEMBLY COMMITTEE ON T&XATION 

6/9/72 

My name is John Owens. I am speaking here today in my 

own behalf as Vice President of Clark-O'Neill, Inc. of Fairview, New 

Jersey, and also as a spokesman for an association of direct mail 

service companies located in the state of New Jersey. We employ 

some 2,000 people. Most of our business comes from out-of-state 

sources. 

We have periodically appeared before the Assembly 

Committee on Taxation. Our testimony appears in the report dated 

January 28, 1970, page 84A. We also appeared before the New Jersey 

Tax Policy Committee Task Force D. This testimony is in the hearing 

report dated March 26, 1971, pages 23 and ll0. 

Our arguments against the application of the sales tax on 

our industry are well defined in these reports and deserve your attention. 

The highlights of our arguments are: 

I. The practical consequences of the Sales and Use Tax on our 

industry which are alarming. .. 
2. The unconstitutionality of the tax as related to interstate commerce. 

3. Discriminatory taxation of our mailing services while exempting 

all other media, i.e. magazines, radio, TV, newspapers and bill-

boards. Prior to March 1, 1970 we competed for the advertising 

dollar on an equal footing. 
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1 . -- ._--- .. - I 
The current Sales and Use Tax law (Section 3 (b) (5)) taxes 

I . 
"advertising services." Th~ New Je:ti"sey mailing industry has opposed 

I 
application of the tax to the tnailing se~vices performed by it on the 

-.-. I - - : , 
grounds that they are not pefforming !"advertising service II within the 

meaning of the act; and on tJe further; grounds that to tax them, and not l 1 

I , 

newspapers, magazin. es, Ti ;,nd radip., etc., is to unconstitutionally 

deprive the mailers of equal I protection; and tha\ furthermore, the tax 

i : 
on mailing servic~s cdnstiturs a bur4en on interstate commerce and 

an encroachment iii the fedei;ally pre-,empted area of the postal area. 
I 

These conlentio7s were te;sted first in the Di.vision ~f Tax 
I , 

Appeals, and that tripunal rti,led that .to tax the mailers where perform;,. 
I _· • .. 

ing ·services required by fed~ral postJ1 regulations, they are non-
, ' 

taxable; 1hey rejected the other argum~nt. The decision was appealed 

and is currently pending before the Appellate Division of the Superior 

Court. 
i 

It is impor:tant t\at the le~islators should be cognizant of 

these matters in its conside~ation of thx reform; because the current 
I . 

law is Clearly so ambiguous rs to its application and so doubtful as to 

its constitutionality (as it has been applied to th~ mailers by the tax 
- I - . 

administration authorities) t, ;:i.t it con~titutes an unending source of 
I ,, , 

confusion and pitfalls for the prudent qusinessman engaged in mailing 

and for his customers. 

We appeal for 

Thank you •. 

review: of the fads previously presented. 
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