T35 ,
4 T unnze

:2 before
\/ ASSEMBLY TAXATION COMMI?TEE

on
GOVERNOR'S TAX REFORM BILLS

Held: ,

June 9, 1972
Assembly Chamber
State House
Trenton, New Jersey

MEMBERS OF COMMITTEE PRESENT: .
Assemblyman Eugene J. Bedell ( Chairman)
Assemblyman Chester Apy (Vice Chairman).
Assemblyman Walter E. Foran
Assemblyman Francis J. Gorman
Assemblyman James J. Mancini
Assemblyman Steven P. Perskie
Assemblyman James P. Vreeland

~ Also: _

Senator Joseph P. Mérlino

? ‘ Senator William E. Schluter

* % % % %




.

«tﬁ?‘




)

fd
b7
g
e
<

Robgyt Hgnry B o 3

pwﬁnc@?@m Berough Pauns@t

Charlgs W, Sandman, Jr, : ' i ‘  ‘ 13 & 92 A

. 8. Representative

nd Congressicnal Dz@trlnt

John Wallace o . a0

Mavor, Princeton Tcwn$h¢p

William JQ Glading, 1 »ﬁiq » ' ' v‘ 41
Chairman, Taxation Sectign : ' o ' _

- New J@r)@y 5+at@ Bar Asgociatiqgn

Lepnard Goldberg, Mmqm ' SR o ',. “ 45

New Jergey Statg Bar Assggiation

Lawrence Reich, Esq 8 SRR 51

New J@rg@y State Bar A@S@GlatLQn

Saul A. Wolf@ Esq, | L 54
New Jersey SLatg Bar Assoc1at1@n ' _— '

Russel T. Wiilson, Chairman 'i ‘-1 R - 65

Tax Study uommstt@@

"N, J. State L@agmﬁ of Mun;cmpailtl@s

Charles D@FO@, EX@Cutlve Vica Pr@%ld@nt ~f"ﬁ 75
New Jersey Rptail4M@xchants As§qce L '

Prof. H. Peter Gray S 55  I 79 & 109 A
New Brunswick Chapter . : '
American ASSQLa of Unlversity Prqf@aa@ra

Mrs. Ruth Ford, Dirgcter 5 “  -4-  82
Lpague of W@m@n Votgrs of New J@%S@y '

Joseph F. ohan@nan S »,; : : o 2 2
South Hun%erd@n Taxpayers Assgc@, ST o '

8. Herbert Stark@y o ) fﬁ o ,.;5 ‘ 5 A
Director of RQQ@arch ’ . L .

W@W Jnﬁ$@w Education RS@QG»

John T. Ash, IIT 3 - 14 A
Tagk Force on Taxation ; o

Church & Society Committes of the, Syn@d

United PEQQbyh@rJan Chur@h ‘



»



{Page 2}

Charles Marciante, President
AFL~CIO

Robert Forrey, Executive Vice President
New Jersey Bankers Association

Mrs. Dorothy Lewis
Administrative Director _
Mobile Home Ownexs Assococ, of New Jersey

Frank W. Haines, Executive Director
New Jersey Taxpayers Association

Walter W. Salmon, President
Municipal Assessors Assoc. of New Jersey

Mrs. Doris W. Dealaman. lst Vice President

New Jersey Assoc. of Chosen Freeholders

Robert Woodford, Assistant Secretary
New Jexrsey Manufacturers AsSsoc.

Albert Pittis ,
Plainfield, New Jersey

Joseph Rauch

Legislative Representative v

New Jersey Municipal Tax Cgllectorv and
Treasurers Association -

John Herchner
Bernardsville, New Jersey

The following statements were éubmitted:

New Jersey Petroleum Council

New Jersey Direct Mailil Sexvice Companies

34

Page
24 A

43 A

48 A
56 A
62 A
66 A
73 A

80 A

87 A

115
117 A

fod

26 A



(ow;




e

ASSEMBLYMAN CHESWER APY (Vlce Chalrman) ‘Good morning.
I would llke to ask Senator Sahlutef if he would introduce
the members of the Committee that are_here this morning.

SENATOR SCHLUTER: Thank you, Assemblyman. This is
a little custom that the Agsembly Revenue Committee has
undertaken at these hearings. They allow thé’home_county
Senator or Assemblyman to do the honors.

First.let me go down_thé 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-ccb pipe;
next to him on this side, Assemblyman Francis Gorman of
Cloucester-Camden; and next to me Assemblyman James Vreeland
Vof,Mbrris County. |

Just a brief word about the format of the proceedings -
I»understand we have quite a number of witnesses Who aréw
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 presenceg

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
Committee is attempting is to try to get the pﬁblic or any
particular organlvablon to respond to these bills and to
give us thelr criticisms, thelr suggestlons and their
comments. We have been over a lot of territory in these

hearings. We’would hope that the testimony will not be

1



repetitious. 'Wé would hope that vou will bring new ideas
and new comments to the attentlan of the Committee.

Basmcally the format is where the witnesses have

prepared statements to dellver them up to Mr. McHugh nere
Wbo is actho as Secretary\tw the Commltfeeo This is very
helpful to the stenographers and us. He will also put you
on the list if you wish to}test ya I know the Committee
would apprec1ate, if the statement is long, to have you
condense it and brlmg out the salient points so we can
get rlqht to the heart of asklng questions about the p@lﬁts
that you make. .} _ '
With those words of welcomeﬁ I turn the miér@thme

back to our Co-Chairman, A%semblyman_Apye

~ ASSEMBLYMAN APY: Thank you, Senatcr. I would like to
note also that two of the bills, 1272 and 1287, have been
referred to the Education Committee which is holding a ,
separate series of hearings, concluding their final hearing

next Monday. Wé’will take testimony, of course, on these

bills;‘which are educational bills: However, we would also
suggest to anybody interesﬁed in that subject matter that

their time perhaps might bé better spent before the Committee

that is directly responsible for reporting those bills out.
We are not. o |
I would like to say finally, in trying to ascertain

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 exactly what it is all about. For
that reascn, we have asked| the Division of Taxation t@'have.

a representativé here. We have also asked the Office of the

Counsél to the Governor to have somecne available, the purpose

being tobprovidey, if needed, expert advice and factual
answers as to the contents of the bills themselves. Because
there is no sense in having someone testify for half an

hour on a false premise. At times, therefore, it may appear
if we bring up a subjewt aﬂd corrth.somebody, if I can so

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

Ow
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is not the casegwlwe have said from the beginning that it
is our functlon as a branch of the Legl ldtuxe to blmply
go about flndlng ways to.lmprove, flndlng the thlngs that
the people would like to haveuchanged We are not here to
sell the package. We are not here thklll the packageo
We ére here to act as aArésponsible Committee in regard

| £o it so that in. dué course we will fulfill what becomes
our final respon51blllty of reportlng these bllls out
ito the Leglslature for their consideration.

Does anybody have anythlng further If not, the
flrst w1tness w1ll be Mr. Robert Henry from Princeton Borough.

ROBERT ,H EN R Ye Ladies and gentlemen,gand
distinguishéd Committee 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 resolutidn 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, staté
and country; and ' ,

Whereas, the taxpayers of the said Borough of Prlnceton
are heavily burdened as the result of the loss of revenue
and incréase in costs generated by éxempt properties. . - -

That was a mandate from our Council and I would like
to think of the taxpayers ln the Town of Prlncetonm

~Gentlemen, I thank you for this opportunity to come
_beforé'you and present some of the concerns of our taXpayers
in the Boroﬁgh,of Princeton and on the recommendations made
~and bills introduced in the Legislature covering tax teform@

I ghould like to Say.persomally 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 are close to the

problems..



As a candidate for

I advocated lnclu31om of

the General Assembly lest year,

’the 1ncome tax reform in the

Democratlc State Platform and durlng my campalgn endeavored

‘to make lt a polltlcal 1ssuee

In its call for reform, the Commission courageously

attacked most of the problems and made soumd recommendatlons.

Unfortunately, one area of 1nvest1gatlon, namely, tax exempt

_propertles, was studled and although s1gnlflcant recommendations

were made pe talnlng to governmental properties, they failed

to come to grips Wlth the prwvate exempt property problemw

In a report issued

January 30, 1970, the State's

' Comm1ss1on studled the exempt laws in the State of New Jersey,

as chaired by Assemblyman Apya

greatest percentage of e:

have to remain unchanged,

It concluded that the
temptions which' it considered would -

-~ But the report stated in no uncertain

terms that the present inequitable distribution of exempt

property for educational

and other nongovernmental organizations

and the consequent variable burdens of such exemptions on

local taxpayers of this State should not continue.

The problem lies in the fact that in many cases -

-'property devoted to an exempt use in a particular municipality

draws the’beneficiaries of its exempt service from a much

wider area than that municipality.

Nowhere in the State is this more apparentvthan in

Princeton Borough wherein 39 per cent of the property

- values pay 100 per cent of the tax burden.

major recommendation was

The Apy Report's
to spread the load of tax exempt

properties over countiesi

report,.

In a statement accompanying the

. : \ , , .
Senator Beadleston cited the deficiencies of this

recommendation‘and»statedthat others = and he was talking

about private schools - draw a majority or at least a large

percentage of their students from without the state.

This

: |
is’ especially true of Prlnceton University.

In my oplnlon it seems ‘unfair to spread the load of

' that exemptlon over the entlre County of Mercer, partlcularly

Trentono

But the Senato; did recommend that the Legislature

4

S

-

-



—

(-

-)

&

glve consrderatlon to prowide adequate payments in lieu of
taxes to those munioipalitles now oarrying the fall load
of such exemptlons°

In a Federal study, the Advrsory Commrssron on Interm
governmental Relations pornted out that state—granted
exemptions spread the cost among taxpayers in one locallty,
not to a statewide tax base. The impact is unequal and .
sometimes a community bears costs of an 1nstitution which
serves a much wider area,and the legislatures are actually
imposing forced contributions on local taxpayers w1thout their
consent and outside of local budgetary processeso

There is a Commission: consensus - and this was alluded
to in the Tax Policy Commissyan Report -~ that the State ,
should, among other thlngs, consrder that the property tax
loss should be clearly 1deht1f1ed and be considered a cost
of government - the State of New 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 be granted if it benefits the group ‘at
the expense of another equally dlsadvantaged group.

Alfred Balk in his comprehensrve report the Free LlSt -
Property without Taxes, which was financed by the Russell

' Sage Foundation in 1971, recommended that one approach to

meaningful reform could be realized by having state reimburse-
ment for mandated exemptlons and intergovernmental payments

in lieu of taxes. The State of New Jersey has reacted to the

latter proposal but not to the former. ' )

We petition the State to include in its recommendations
to the LegiSlature payments in lieu of taxes for private
institutions, similar to Agsembly Bill 1269, an act which
imposes property taxes upon publlc schools. It is only
fair that the State assume the obligation for the tax-
exempt creatures that they have created and lift from the
shoulders of the local property taxpayer thas ‘awesome burden
of supportlng unlversalntype univer51t1es@ ‘

I would like to ]ust take a moment and show you .



i

J
gentlemen the 1mpact of somc of these stat;stlcse :Sometlmes
this helps to make a2 better 1mpress1on¢ o - j“l
(Referrlnq to Charts ) Thls was taken from the
Assessor S Report that rs'now requlred from,each mun1c1pal1ty

to the Stateu The total propertles reported by our Assessor

B
total. 5240 mllllon@ T'm serry this should ke ln thousands, but

it is $240 mllllon, of whlch 95 is the ratable base, made up
of resrdentlal, commercral etc,

The tax exempt property consists of publlc schools,
other schools, public usel charltable,.etc,, totalllng $l46
mllllon or close to 61 per cent of the ratables. At the
time the Agy Report dld thelr surveyi this figure was
59 per cent. As you can seel eveh in two years, or one year,
if youbwill this has- already changed by 1 per cent and that

|

- is very s1gn1flcant, :

I would like to plhpOlnt that flgure of $117 mllllon

thlch we call schools. we have three unlversal ~type
~universities in the Borodgh of Princetons: Westmlnster Choir,
Princeton Theologlcal Semlnary and Prlnceton Un1vers1tya

. Their property consmﬁﬁ oﬁ dorms, what I llke to call the

- people or res1dentral-type structuress Such structures as
pertaln to these 1nst1tutlonstotal $31 mllllonﬁ_ They also

- house about 35 ‘per cent of the populatlon in the Borough of

Prlncetono_ We are a towﬂ w1th approximately 12,000 people,
3of which 4, OOO are students who can now votee The other
bulldlngs are l:LbrarJ_es,'etc° _ |
‘ My pOlnt, gentlemehp is that these structures, if we
allude to the way we apportlon taxes, generate services. The
town provrdes the serv1ces, They are tax shelters, protected
by the State° We look to the State to solve this problem°
We cannot do it locallyor We cannot beg for contrlbutlons
to offset services. We must look to the structure of legal
means to share that expensea

The other matter that is of profound 1mportance—- and
this is my last p01nt »wfand as Chairman Apy commented, I
should probably be taklng this problem to the Education
Committee which is revrewrng 1272, which I will do. But I

|
!
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think you as abody in this over—all structure of passing on

and making recommendations should be aware of a véry pardchial
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*calléd 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 - 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 regiocnal
and consolidated districts shall be apportioned to their

constituent districts on the apportionment valuations of

the respectivé constituent districts. This change, which
is contrary to the recommendations of the Tax Policy Committee,
which‘advocated~pupil apportiohment, costs the Borough
taXpayer over $300 thousand mbre 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. o .

I would urge you to‘change the proposed legislation to
revert back to pupil apportionment as originally recommended
and 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 bill 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

7



we are moving‘it from one

pocket to another in a reglonal

two»oommunlty shared system, that would allow a financial

4tran51tlon as was- granted

to the Westwood Regional School

District that was merged up in Bergen Counfy, where lt allowed

the cost of apportionment
The t
If we must live witl

a ten-year period.
etga. ‘
| responsibility and ‘allow
to‘look for the ratables
of changeo |
Thank you very much
'ASSEMBLYMAN APY: T
Assemblyman Perskie to th
morningo '
ASSEMBLYMAN PERSKIE
ASSEMBLYMAN APY:
~ come in since we started,

please Slgn up with Mr. M

that was changed be spread over
ran81ulon period lS 90-10, 80-20, etc.,
h thls, let us try to take financial

the mun1c1pal fathers in the Boxough -

necessary to overcome this type

®

hank you, Mr. Henry. I welcome

e Taxation Committee hearing this

:. Thank you° ‘
T would also note 1f anybody has
if you would like to be a witness,

cHUgh at the front here.

Does anyone have any questions of Mr. Henry? Mr.

Persk1e°

ASSEMBLYMAN PERSKIE
you know the answer or wh
do you have any 1dea what
by Prlnceton or the otheﬁ

MR. HENRYo
1nst1tutlon shares in the
This has

Certain

.type operatlon@
w1th the two towns and’ un
water usage and the sewer
,made a contribution overxr
in lieu of taxes, as it h
of $15,000. This year, a
was buying a $100,000 f£ir
protect their high—rise o

a donation of $10,000.

I don't wish to all

I don't know whether
ether you have any reason to know, but

Mr. Henry,

oe

amount of meney, 1f any, is given
schools to the borough°

ly. Princeton Unlver51ty as an
cost of the sewer and incinerator-
extended over a period of years,
They‘share this for the
- They have

iversity.
usage, which is normal.
the last 10 or 15 years of payments

ae been referred'to, not for servioes,
t my request, since the community
e truck, which was essentially to

uildings, we requested and received
ude to what an institution pays us

8
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in the way of services because it is a very'complex problem, as
the Apy Report and every study I have read on it'indicatédu

I have talked with the municipal people in Cambridge,and._.the
mayor in Orange where ‘Seton Hall is. Where states protect

the tax-exempt propertles, the munlclpalltles 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 mun1c1pal type functions - schools - which recognized

the problem; but only came to grips with half the problema I
seek the whole solution.

Sir, I would like to allude to one other thing too, and
that is in the true»&alue concept. In a municipality like |
the borough, which has been calied one of the most affluent
communities, afflueﬁcy has a direct relationship to charisma
of such institutions, charisma you cannot eat. Charisma_.
doesn't pay taxes. , o

- ASSEMBLYMAN PFRSKIE° I can't resist the temptation
to tell you I have had a somewhat special relationship to
Princeton over a pericd of some years and its'charisma leaves
me cold. - B
MR. HENRY° You said that.

ASSEMBLYMAN APY: I had trouble understanding that,
Assemblyman Perskie. ‘

MR. HENRY: I believe there is another graduate of
Princeton there. _

ASSEMBLYMAN PERSKIE: That's part of the issue, yes.

"MR. HENRY: I must cdmpliment Mr. Apy. When talking to
him at the time the study was being conducted for the Apy
Report, I got finished with my rather long diésertation
of about an hour and we were talking about Princeton Inn and
some other things,iand he said, "Yes, I know them very well.
I am a graduate." I figured, there goes my case, but not so.

I give credit to Mr. Apy. He was very understanding of the

problems. , » _ : :
ASSEMBLYMAN PERSKIE: I am a little bit surprised at the

9



$15,000 figure. That's wh
have very much experience
‘do think from what little

vy I asked. Because I don't
personally in this area. But T

I have been able to observe that

would seem to be somewhat\small in comparlson to what some

vother schools may be d01ng,

MR. HENRYn That's

!
|-
ASSEMBLYMAN BEDELL: |

 gross understatement.

enator Schluter?

_ SENATOR SCHLUTER: doun01lman Henry, by way of cbser-
" vation and then a questlcn, I think your testimony spoke very

well about the‘problem of
grade this prcblem, I do &
Committee to know that as
which includes Princeton,
is running about 80 per ce
Beréughwaﬁd Princeton Town

Wallace of Princeton Towns

appear later this morning
chaﬁt shows there will onl
of 4 cents. per hundred doﬂ

Princeton and in no effort to down-

hink it is significant for the

a repxe%entatlve of the district

my mail on the Tax Policy recommendations
nt in favor from the Princeton

ship community. ~ I know that Mayor

hip is another speaker who will

- that despite the fact that the

y be tax relief in Pllnceton Borough
lars of valuation, which is about

‘the smallest amount of any municipality that I have seen

of like size and substance,

E

are QbVlously g01ng to be

And a number of these people
hit rather hard with an income tax.

Gettlng now to the question that I have, you have been

a student of the matter of

of your experience on the

tax exempt properties because
Board of Finance of Princeton

Borough and because of your familiarization with the:problem;

I know that you have met with members of the Sears Committee.

Would you say, Councilman

that there would be a possibility

of overcoming this problem in Princeton by a payment for

services formula or by'State law which would allow payment

for specified services, such as, police protection, fire

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

services which are supplied - as opposed to a different

classification of assessment?
MR. HENRY: Would that I had words of wisdom. I
personally prefer the State to take the action hére, to arrive

10



at a formula of assessment. I think it becomes a very
provincial prgbl@m when you leave the local mun1c1pa]1+198
to negotiate. I think it becomes a very polltlcal thing
in a structure of people associated with fhoqe 1nst1tutlons
who wish to remain under that sphpre of 1nf]uemce, They
would certatn]v not encoulage the payment in lleu of
sexvices, There are pressures in a very small community
and there is a point of no returxn, if you understand what
I am saying. - -
When you look at the population of the Borough which
is 12,000 and 4,000 in the student body., it becomes question-
abla how much and who votes, etc., and, as I say, becomes
politicale But I think you are only being provincial if you
lock to one community and this was the problem the Apy Report
tried to évercoméa It said, take this on a countywide‘
basis and establish some formula of tax credit. v
I have a problem[as well as the Mayor bfxTr@ntQm SR
iﬂﬁég; the.préblem of the City_of Trenton supporting the

- so~called affluent community of Princeton Borough for tax

exempt property. T think it must be done at a State level
w1th formulas that perhaps would provide a certain dollar
of exclusion and then properties valued over that would share

in the mun1c1pal and county tax, at least minimum. Schools

~are another problem,

As you can see, you change the name~ofvthe game and
the taxpayer in the Borough wakes up the following morhing
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 different than Trenton's, Glassboro's, etc. There are
demands in a very conscientioﬁs community such as ours,
for example, that we have public housing. We:VOte'for
these types of things; The taxpayvers support these. They
devote $1.6 millionvin ratables for the poor, the,indigent,

“and the senior Citizen in the Borough of Princeton. This

11



’costs on the tax rollb $66

[
l
|

f,v :
JOOO They get no credlt for

'thls type of thlngy meetzng the needs of the people above

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

'own local mandates.

But where you have the influence of tax~exempt

organizations wishing change
the beneficiaries of the s

required to pay for them,

es within the system and changlng
ysteme and yet they are not
I think the State must step in

here. I am gotng around the bush agalnn

For example, you hawe
that assume much of the re

for prov;dlng a level of e

they should be taxed ~ pef

| mllllon and then you tax o
be the answer.

SENATOR SCHLUTER: O
you said that the countywi
solﬁtion, as suggested by
the fact that the Legislat
moneys for private higher
o would lndlcate that there
mihdellved from the presence

twand Falrlelgh—chklnson, D
would be better to apporti
to speak rather than a co

e a lot of prlvate secondary schools
SpODSlblllty w1thln the State
ducatlon. I do not subscribe that
haps by exclusion of $1 Qr S2

wer and above that tozshare_wbuld

ne more question - Mr. Henry,

de apportionment might be a reasonable
the Apy‘Reportw But in view of

ure has taken action to provide public
education just recently, which

is a certain statewide benefit

of private colleges.,such as Princeton

rew, etc., do you not thinkbit |

on it on a statewide basis, so

unty basis - or to make it a

ation?

%State tax or a State oblig
MR, HENRY: I think

80, yes. I would'agree,

ASSEMBLYMAN APY° The Qum total then as I understand

it is that you would not x
formula that has been prog
reglonal districts of the
private institutiOnS. Ie

eally suggest that we take the
osed in. the’ leglslatlon for
munlcxpal rate and apply that to
that rlqht° In other words, you

don t view that as the 1deal eolutlon@ However, from your

pOlnt of v1ew, would 1t be an 1mprovement°
‘ MR HENRY°" Yes, 1t would be an 1mprovement, I am

trylng to overlook ‘the provmnc1al problem within the Borough.

|
|
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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 extlemely dlfflcult
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 is a Member of the United States House
of Representatives, representing the 2nd Congressional
District, the Honorable Charles Sandman.

CHARLES W, SANDMAN, J R, Thank'you;
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 and narrate upon the leading points that I feel

should be considered by the Committee.

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

At the outset, I am not bpposed“to tax reform. T don't
think anybody is. If I thought for one moment tha£ this
package represented tax reform, I wouldlbe for it. I am
here opposing it because I do not believe it repfesents
any reform whatever. In fact, if we called it what it is,
we would say it is clearly and purely and 51mply an income
tax by deception” That 1s what it is.

- Now this is not néw° It is something that has been
kicked around for quité a few years. The thing that I think
we should discuss first is the method by which it is being
attempted to be accompllshed and with this I sympathize
with all 120 members of the Leglslature, having served here
for a decade. I think it is grossly unfair to submit this
mess upon the Legislature. The tactlcs used, the method
used, are exactly the same as wére attempted in the years
that I was here and I watched several other great idéas by
other Governors being advanced. _

I remember when Governor Meyner was going to save the

earth by,:eflnan01ng the New»Jersey_Turnplke, It was
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submitted to the peopleband it was soundly trounced by the
people. R
‘I remember when Governor Hughes in the first year of

his first term cam@:forwax& with a’ﬁadkage'far'ﬁoté
appetizing than this, becau5@ it was g01ng to rebuild New Jersey
and it was going to do 1t;w1thout any tax whatever, Now you
can't ask for more of a Utopla than that. The only thing

~ he wanted to do was to spend all of Lhe receipts of the

New Jersey Turnplkﬁ to the year 12002, Forfunately for us,
the New Jersey Constitution requlred that such a prcgram as
that;and such a program as that suggested by Governor Meyner
had to be submitted to the people on referendum, Now that
proposal had the support‘of.everybodyn Tt was being promoted
by the same highlymp@id, highmpo1ishéd Madison Avenue outfit
that you have promoting this. L . ‘

All that you read about in the media are all of the
great things about this proposal. We now have committees
being formed, such as happened injl962 by Governor Hughes.

He came out with the same approach - it has to be bi-partisan -
and, gentlemen, wheneverbanybody‘Says thatl'you want to put
yourvback against the wall ahd then get awfully suspicious.
Because if it is so bad that it has to have both parties’
‘biéésing and it has to have everybod&&si‘support in the
Legislature, théré has got to be something’Wrong with it.

Because you and I know as legislators, whenever anything is
that great, we have that innate selfish feeling that we want
‘the credlta You see, th1§ is not one of those things that
can stand on its own and for this reason, there is this over-
whelming'outpouring of ge%erosityfto put everybody's name on it.
So if you do go to th@ W@il; you go tbqetherej‘And“if you go .
to the chopplng block, you also go together° That's the
method behind all of thlSL | -

‘ If we take the tmm>?rao'together, it is an exact
dupllcatlon of what happened in 1962. The only thing that
has happnnpd now is that they have changed a few of the

players, but the method 1s the same, ‘The bl-partlsan commlttae

;_.
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for the $750 million bond issue in 1962 was headed by some

of the most powerful Republicans in the United States,
Although the plan was a Democrat governor's plan, this 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, fortunatély 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 lock at that one for a moment. Had the people
voted on that, about 7 or 8 days earlier, believe it or
not, it would have passed. Now what would have happened
had it passed? You talk about the sale of a'bill. of goods.
This was it in the superlative degree. If you gave away . -
all of the proceeds of the New Jersey Turnpike to the vear
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 State.

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't know what it requires. One day I read it is going
to require 48 bills. . The next day I hear it is 66 bills.
-And by the time you fellows get to vote on it, it will
probably be 166 bills. You know ncbody is that smart that
I have ever met, and that includes yours truly too, that
is going to be able to understand that maze of legislation{
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Gentlemen, if you forget e
I think he
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This is not the first
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have upon the eighth largest and
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hk, is the most honest statement

al up to date, and that was, the

k unions on the face of the earth,
%ys'andvexperts of all kinds, decided
h because they didn't understand it.
verything else I have to say today,
is probably right. Even with all
1, they do not understand this mess.
le bit of history attached to

Tax Policy Commission. Seven

such Commissions existed during the ten years that I was

They didn'

‘they did come up with some

State Senator.

forced upon the State a lo

income -tax.

t recommend all these things, but
recommendations that would have

ng time ago a sales tax and an

The Sears Commissioq took more than two years to study

this. I read over their £
I didn't have enough time
should to it,‘but it took
to read it and understand

of his recommendations. N

indings, as best I could, and

to really devote all the time I.
the Governor three months for him
it befd£é¢he came. up with some

ow he has had the benefit of public

opinion as to the Sears Committee's mistakes and, boy, there

~That

in a hundred years and eve

were plenty of them.

months, him, meaning the G
proposal and he is asking
chopping block to do this
nobody is paying any atten
a prayer that the 166 bill

was a package that couldn't pass
rybody knew it. It took him three
overnor, to come up with this |
youito put your necks on the
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tion to_éﬂything; with a hope and
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be necessary, will be rushed through uﬁdéf emergéncy proceedings

probably on the eve of January 3rd'or SQme‘such good date

when everybody wants to be any place exéébt here, and with
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a hope and prayer that ncbody in the seven and one-half
million population ever .understands what 1s helng attempted
here. o .
‘Now I suggest to you, if in doubt,— - thié'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 vete no because this
proposal has far~reaching effects that are g01ng to be felt
long after you and I are gone if this thing is ever adqpted.

"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, "What did you do to hold back my real
estate taxes? Why didn't you vote for that proposal? My
real estate taxes went upvlS per cent.” Now that,is just.
about as ridiculous as the statement made to the-AFL-CIOa
This, my friends, does not become effective until after the
term of the present Governor and this Legislature explres
and that being the case, it can have absolutely nothing
- whatever to do with any rise in taxation in the tax yeaf f
'72 or '73. That's how ridiculous that statement is. \Andﬁ
I don't think we should judge this on the outcome of the
next election anyway. _ , )

I think it is high time that we started,to 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 kinde of taxes, and that'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'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 attentlon, that there was golng to come

a day under the very expen51ve program of Medlcald and it was
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right in the Federal legislation, that by Jéﬁﬂéry lst of
1970 all 50 states had to have their own program. Then Dr.
McCorkle made the statememt that such a program by the 1lst

of January ‘would cost New Jersey $100 mllllon, And I went

along with that amount . %o the idea there in opposition

to the sales tax all those years was to save that tax so
that a large part of it c&uld be dedicated for that $100
‘million when it was needed,

Well, when I left the Leglslature in early 1966 and
the Democrats took over - and I am not trying to be partisan -
I'm trying to give you hiﬂtory - the sales tax was willywnilly\
enacted. Its proceeds were promptly dispersed into about
a million different pothoﬂes and no one paid any attention
as to where the $100 millﬂon was coming from on January lst,
1970, and that brought about the debacle.

My friends, it is nﬁt possible using prudent judgment @
for this State to have a ﬁinancial crisis. It is not possible.
The only way that it could possibly happen - and this you have
to watch on a monthly basﬁs - is an unsuspected drastic '
fall-cff of revenues. Then you have an excuse. But you
don't have an excuse because expenditures increase.

So the crisis of 1970 to the tune of $100 million plus
was a manufactured crisisifor which there was no planninga

Now I went through Qhat to give you a reason why
‘this should definitely belopposedf In the future you are
going to have some demandé upon the capital and the receipts

that you collect from the‘taxpayers, There is no question

in my mind about that. Iﬁ would seem to me that we have to

N

realize, and I am certaln‘the people realize, that the last
big source of big State revenue is the thing that is hidden
in this mishmash, and that is.New Jersey's first State income L
tax. That is the last bié'State revenue. There aren't any !
others that will go into ﬁhe size of this, a half billion or ;
more. That means to me tﬁat if that is the last big source, ?
it should be protected, a%bi'recdmmended the sales tax, '

which is the second large%t source, should have been protected,

| ‘
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but it wasn't. It has been dissipated and today you have
one of the higheSt_sales tax iﬁ the Nation. ,Thére is a limit
to how mucblyou can do with thab bo get morelrevenue,

So this is the one that you 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 tell to the people --
and one of the principal reasons that I am hereb- 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 don't think I am the dumbest individual |
in this State when it comes to the iiécal affairs of this
State and I have a right to voice my opinion to those who
represent‘mé 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't think
I am any smarter than anybody that is in this Leglslature.
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 opinicon this will deflnltely 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, it's going to be at least that much.

If revenue sharing on a w1lly-nllly baSlS is passed, such
as has been recommended by everybody that thinks they are
gettlng somethlng for nothlng, you can tag another $5 billion
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on top of that. 8o if we are going to save the value of
the American dollar, we héve'to be prepared to pay for it
and the taxpayers of all 50 states are going to get waffled
vwith income tax increases}during the next two years in my
humble opinion. And I sa§ this regardless of what happens
to the war in Southeast Abla@ If there is total peace
throughout the world, that statement holds true because we
know from the Korean confllct and we know from ending
World Waxr II how long it takes to have any recoupment of
moneys that allow any klné of a balanced budget after that
date. So this I think you have to be prepared for and this
I think the people have to be warned about. Your Federal
 income tax in the next two years must go up-.

Now I don't think this Legislature should put another
income tax at a State level on top of that. I think you are
going to have a tax revolution maybe‘if that happens and I
wouldn't want to be responsible for that. |

I said before other attempté-were made under the same
kind of presentation. Other attempts were made by the finest
publicity known to man. That comes from Madison Avenue.
Other attempts were made by attaching beautiful names to a
proposal that couldn't stand on its own two feet. I have
cited two proposals‘that were defeated and they were defeated
by the people. | »

. This proposal is far more dangerous than ahy‘of the others
because this propoéal, unlike the two I talked about, Governor
Meyner's proposal and Governor H@ghes‘ proposal, does
not have to be submitted to the people. That is the big
differénée between the two. And I have no doubts what

would happen to this package if it were submitted to the

preople. I am not recommending it be sumbitted to the people.

But I am Saying this: Wﬁ should 'bring this thing out in

the open and call it exactly what it is. It is an income tax
| : : R L

with certain little flourishes and that's all it is. The

only dlfference between thls and what Governor Hughes tried

to do, thls has the Federal style of the boondoggle known
. \ ,

|
|
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as an omnibus bill. This is an ombibus bill. "Make ne .
mistake about it. What is an omnibus bill? Tt is the worst
kind of legislation that exists. o

' 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 teogether the omnibus bill which is everybody ‘s little
“plum, in the hope to get everybody's vote to pass a bill
 fthat nobody wants. That's what this is.
fv | Now some things have been taken out of the Sears Report
ﬂ‘and these are the plums. Can you imagine anybody having the
courage of voting for the repeal of veterans' 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' vote. That's the plum there. o

‘Then, of course, that other brilliant recommendation
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, 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 in. 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 wors& 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's taxes, not
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even for a 51ngle year.. I

do is flnd ltself 1nto a mi

are going to go$

said the only thing it is g01ng to

llion potholes and nobody's taxes

;down. We are not going to make anybody

happy. If we s@end it allion education, the educators will

be here saylng We are not d01nq enough for education, we

are not doing euough for the Teachers' Colleges and all the

other places,‘amd no doubt'we are not, but that is another

reason. So I séld then, thls is going to bring on an income

tax. - that's whqt is g01ng1

~away with this fhlng under |

to happen. Because if you can get

the style that you have adopted

it, you can get away with anythlngg and I believe that yet.

Somebody has said that there is a court decision

that makes unconst:tutlonal ‘the present system of collecting

taxes for .the public schools, Well - whether we agree with

that decision or we don' t,

going to be the law of the

let's assume the decision is

country. I hope it isn't. I

don't agree with the decision as a lawyer. But let's assume
- that it does become the law of the country. This proposal,

my dear friends, does not meet the things requiréd by the

Botter decision and don't fhlnk it does. Because in

nobody's estimation does tl 1is package pay for all the cost
of the public schools. And 1f it doesn't pay for all the

cost of the public schools>

it is as unconstitutional as 1f

it pays for none of the cost of public schools.
I think too we have to pay some attention to a bit

of salesmanship here which

I think somebody has run away

with. I always get suspicious when somebody tells me they

are‘déing something to help me before I even ask them to

help me. This is what is being attempted here. And we

are going to put safeguards in this thing so no one can ever

l

hurt you. That has been said too right in this Chamber.

We're going to have some cbonstitutional amendments. Oh, this

makes me smile. First of hll, we are going to help the
homeowner with his real es%ate taxes. So the first thing

we are going to do is give,

him a real estate tax he never

had before, one which is lev1ed by the State, one that has
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an invisible tax collector that nobody ever sees, nobody
ever will see and no one can ever argue with, JYouxcaﬁ get
far with him. The guy who collects my taxes, the guy who
aSsesses my property”- I'm happy. I know his name. I knowv
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 thlng
together says we are going to have a constitutional amend-
ment so that it can never get higher than one dollér a
hundred. Well, that is big-hearted. If you leave it at
a dollar a hundred, in ten of the sixteen mun1c1pa]1tles
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 tax increase. We don't
save a dime. So I am pretty confldent how the leglslators
from that area are going to vote. I'm not saying what the
income tax does to them. But there is goihg to be a 1lid.
put on that tax by virtue of a constitutional amendment -.
remember that. : :

~There is élso 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 tax. Why was
that one left out? That's a good question. Why was that
left out? , , : o

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 ~ﬁﬂifvwe=are'gbihg,to help him, if we are going =

to absorb the public scho
you dO’it;-you'dedicate'f
purpose. There is no con
by whoever dreamed up thi
tax there is, the income
the package?-‘The stronge
you gentlemen -- and I am
misintérpret what i am sa
implementation'bf a State
not doing that.

I studied economics

fundamental principles of

ol cost, there is only one way
orever a State revenue for that
stitutional amendment proposed

s program to dedicate the biggest

tax. Why wasn't that part of

#t recommendation I can make to
' not recommending - please don't
ying - I am not recommending the

income tax at this time. I am

for a long time:. One of the

taxation that I learned,and I

have tried to subscribe to through all of these years in

government at the State and Federal level, is that you

never tax the people unti

tax is enacted. That is

1 it is necessary at the time the

as sound as you know your name.

This proposal enacts a tax two years before it becomes
. | .

effective. It uses figures that will be four years old

at the time the tax becomes effective. It brings into being

the largest revenue that the State can ever have and it

has no control over what use that revenue is going to be

used for, none whatever, and I say this is wrong.

If you are going to

this is something that th

have an income tax - and perhaps

is Legislature should come back

with when it meets next week - if there is one thing you

are going to submit to the people, I think you should

submit to the people a proposal in the event that the State

of New Jersey shall ever have an income tax,

ever a dedicated trust fund, the}largest part of which will

be used to pay for and ab

sbrbﬂthevcost of primary and

‘secondary education to the tune of 100 per cent. That way

you will help the homeown

er because you will have taken

away his obligation to p%y the séhool tax. You will have

helped the homeowner. You will have given him all the

security he needs. Becau
|

|
.
|
\

se this Legislature and no other

24

it shall be for-

o



can change what can happen to the blggest revenue there
is because it w1ll be trust funds that you cannot leglslate
and you cannot chanoe the expendlture thereof unless you
submit another proposal to the people and the people give
their consent to you to amend thelr Constltutlon, This,
I think, 1s sound plannlnqw ; |

| so, gentlemeng it is grossly unfalr for anybody to
ask you or me or anyone else to support a maze of leglslation
that nck even the AFL-CIO can possibly understand and to do
lt during the long hot summerw To ask you to do somethlng
that nobody else has been able to do in a long, long time,
T thlnk is unfair and I am confldent that when this proposal
is rcfused by the State Leglslature, you will be pretty
assured of comlng back here to do another good job for the
people.' Thank you.

ASSEMBLYMAN BEDELL-‘ Assemb]yman Apy?.

) _ ASSEMBLYMAN APY: = Mr. Congressman, I want to ask you
a questlon that I have always wanted to ask a Congressman°

What effect do the memorlallzlng resolutlons that we pass

'have when they get to Wash1ngton7

CONGRESSMAN SANDMANG Well, truthfully, I can't speak.
for all of the membersa I get a great deal of stlmulatlng
thought from a lot of}the resolutlons,not only from the
Legislature, but from even some of,theismallest.toWns,

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 wondexr if 1t is an exerc1se in complete
futility. That is why I wanted to get a reactlon from:
somebody that we direct them’ too _ ,

The other thing goes to the content of your remarks.
I want to try to understand your pos1tlonh Dlrectlng our
attention to educaticn, you do not accept the pr1nc1ples
of the Botter dec151ong as I understand 1t¢ as is true of

many others,” However,_assumlng that the tlme comes when

'thls decrslon 1s upheld as I understand 1t the responsrblllty
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The only honest answer I ca
- should be done at the time
close to what we need. You

an give you is, first of all, it
when we! would have reason to come
1 can' tapossiblY,d0~that,uslng

figures four years old.. You can“tfpossiblyvdo it without

having some’idea'of’what-other revenues are go;ng to be.

'avallable to you from. the Federal government, and I think

everybody is pretty much assured there will be other revenues.,
ASSEMBLYMAN APY°‘ Ybu support revenue sharlng yourself,'

bdon t you°

CONGRESSMAN SANDMAN

I support revenue-source sharlng, -

iwhlch is- far dlfferent than the Pre51dent and Wllbur Mlllsq

- But because of - the klnd of |

Truthfully lt is worth talklng about for .a moment. Under'*

rule that they are coex1ng

'Q;everybody to: be for, my bill. won“tleven get cons;deratlon@~

the. Pre61dent = blll. New. Jersey gets $153 m;lllon, under

wWilbur MlllS' bill, we:- get

the same amount. . Under my blll

'vwhere the Federal government 1s depr1Ved of . the right to

just tax alcohollc beveragns, we get $395 mllllon from just

that,v It stays in New JQfaGYa My‘blll doesn t cause a

-85 bllllon deflClt" thelrs
between what we - stand. foro

deesq There ls a big dlfference
And I. am not going to vote for

’,~th1s blll Just because somebody 1s ln a big rush trylng to..

get. somethlng that they thlnk is fpr nothlnge We have heard

too. many - candldates complain that New Jersey is dead last on

 what ‘we - get back from Uncle Sam and I want to do somethlng

' about 1t.:n,_ . .{;_n ;

|  ASSEMBLYMAN APY: Qnepothel_r thlng T m.lght po.:mt out
‘;because I,have,had”the7epportUnity to read the bills is that
~I‘aetually;denft;thinkfthat'the proposed package - as a matter
of,faqtal‘knoWVthat,thefpropOSed'paokage does not have in

it a Constitutionalramendm

nt as to the county and munlclpal

tax rate. The only,QonstltutlonaL amendment lS as to the

,dollarilimitation]on:State

property tax, The $1.50. and the

$.50 -for county is in-a bill, but'is not one of the three:

Constitutional_amendmentsq‘
© CONGRESSMAN SANDMAN:

I_Justwdraw.lt_to your attention.
I understand. I apologize for
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V'maklngéthat mlstakee}f.é:

ASSEMBLYMAN BEDELL:  Assemblyman Vreeland? - -
'ASSEMBLYMAN VREELAND: - Thank you. s Congressman, I just

~ have one questlon,‘and I ‘want - to say I certalnly was -
'1mpressed w1th your talk I thlnk,you ‘brought out some °

new: 1deas to thls Commltteea' If”the Botter“deCision is:.
upheld as you have p01nted out, ‘and you are: not in favor

v of an income tax, how then would you lmplement the._ dec1s1on
“vw1thout a State property ‘tax? -

CONGRESSMAN ‘SANDMAN: I said, Assemblyman, i€ the |

- Botter dec131on is upheld - and I hope it is not: upheld -
5because if 1t is upheld the other parts of this measure

are g01ng to fall with it and then we are g01ng to be back
to -where we,startedr_all over again., - If thevBotter,de01SlQn

' iS'going to be met under the circumstanoes that. the judge
o descrlbes, you would have to enact ‘an over-=all levy at the-

State: level “ This I think is ‘his dlrectlono, I don' t agree
with his belng right - at all because if you do- that and. 1f

you agree w1th other prov1s1ons that have been dlscussed

‘in this measure where a communlty 1s not g01ng to be bound to.

v the State average on the cost per pupll they can’ by referendum
lncrease that by 15 per cent, you see. now that in itself
'fputs us rlght in coriflict with the Botter dec1s1on all over

agaln‘v Now I want everybody to get the same: klnd of- equal

'educatlon and I am sure everybody does. But 1f a munlclpal;ty

wants’ to spend more money for education and the taxpayers

in that munlclpallty agree to do it, I think they have a
”constltutlonal rlght to do just’ that.« Thisﬁisvwhy Itthink'

the Botter deClSlon is wrongo Ca .
ASSEMBLEMAN VREELAND *”I think that. is true.f But I

thlnk the package does allow for what you have just sald,

for- any munlclpal;ty to spend.more than the. State averageo

j'And I think- the Tax"Pollcy Commlttee agreed too -that that
V“part of the proposal as’ to s legallty or - constltutlonallty
-is- not. def:Ln.:u.tee I thlnk that dstrue, = o ‘

CONGRESSMAN SANDMAN That’s rlght
ASSEMBLYMAN VREELAND .- Thank you.
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ASSEMBLYMAN BEDELL: Assemblyman Goxman? _

ASSEMBLYMAN‘GORMANﬂ4 C@ngrebsman, in trying to sum- thls
up in my own mind I find somewhat of agreement between you
~and the Governor and some disagreement?; The agreement comes
in the Governor's address to this Legislaturéa~ He initially

started off With the'statement,'the:same‘as you did, that
we don't need an income taxm In the Madison Avenue type of
- thing and the- telev151on!programs since then, the Governor
normally starts with thla thought, "We do not need an income
tax." of course, then tﬂe Governor goes on to qualify it, |
~ that we do not need it if we want to continue the burden on
the local property taxpayer.. This is where I seem to see
thé disagreementa, You feel if we did have ‘an income tax, 
-the local property taxpayer would not be relleved of the
burden. Am I correct? n
 CONGRESSMAN, SANDMAN: He would get some immediate
rellef don't get me wrong. Of course, the six largest -
cities would share well in the program. I mean, if‘you_are

'aiming.yoursdesires_at mﬁkiﬂg them happy., youvare-gqing to
make them happy with this proposal. Maybe that is what is
behind all of this, I don't know. -
. What happens here ‘n this proposal is a levelllng off.
[The munlclpalltles that apparently are in pretty good shape -
are not going- +to do anywhere near as well as those that
- are not. There is a levelllng off here.

I believe that over_a period of time which is not in
the distant future, the tax advantage, if there is any, on-
the average state taxpayer will dm%ﬁpate after about the second
year. Thls is the fear I have. '

 : ASSEMBLYMAN GORMAN:  Thank you.

. ASSEMBLYMAN BEDELL4 Assemblyman Perskie?

. ASSEMBLYMAN" PERSKIE° Congressman, I have two questlons@
One has to do w&th xevemue sharingo Are the bills that are

- sponsored or being suggested by the President or the Chalrman‘

of the Commlttee for-rev%mue~sharlng=tled into the type of

revenues generated by th? states?

L
[
|
|
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CONGRESSMAN SANDMAN: I have great affectlon for
Congressman MlllSm‘ Let s talk about hlS blll@ But flrst

I will say with regard to the Presldent s blll, rt 1s one

of the few areas where I have ‘had sharp dlsagreement w1th
the President in the 8ix years that I have been there and I
have dlscussed thls with hls peoplem » .

The flrst MlllS bill was dlrectly tled into whether_
or not you have a State income tax. I always felt this

was the. ‘wrong way to give a place aid by flrst analy21ng how

'hard they soaked thelr taxpayersm ‘Under elther proposal

Mllls or the President's proposal New York per capita

gets many tlmes more than we do only because they not only
have an income tax but because ‘they have exhausted so many
other fields of taxation that we have not. . This I think is

wrong, fundamentally wrong@

The flrst Mills blll that ‘he put in-- in fact he e
put 1m 1n a few days after I had testified before the Ways
and Means Committee on revenue-source sharlng, whlch up to
that time the Chairman felt was a sound way to do thlsa -
Everybody I talk to says thls is the sound way teo do 1t.fv
But I truthfully don't have enough votes for source sharing.
My program glves 44 states more money : six states get
less. The President can't be for any bill that is going to
give a lot of states less‘moneye For that reasonl I can-
understahd the President's position; And srnce Wllbur has
become a candldate for Presldent I can understand his -
position too. They lose their better Judgment when they
get these hlgh ideas sometlmese

Anyway, in the first Mills blll it was directly
tied into the income tax. The Mllls bill is a five~year‘bill
and under the first blll he said that after the second
year, you would not get the same proportionate beneflt
unless yvou had an 1ncome taxev I confronted them then that
that proposal would never stand amd.lt would probably be
defeated as soon as he made an address to some legislature in

a state that dldn°t have an 1nsome tax@ And it happened
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exactly the day that he addressed the New Hampshire“Legislature

- that doesn't have a stateiincome tax. When he got bombed
vby almost the entire Leglslature, he then announced a change
in his bill, which is the bill that is golng out of commltteee
In the Mills bill, the two- year provision is changed to flve
,yearso In other words, there lS no change in what a state
will get until after the flfth year, provrded it has not
adopted an income tax. ' '
N That is a frlﬁolousgprOVieion because the Mills bill
expires in five years. Ypu see, it says nothlngo So under
the Mills bill which is one that has been voted out of the
Ways and Means Commlttee, the effectlveness of hav1ng an
1ncome ‘tax is not in it at all, _
ASSEMBLYMAN PERSKIE: The other question I have is
with respect to the Botter decision. We have been talking about
whether or not it is upheld on'appeal You do condede, don't
vou, for the moment and untll somethlng happens that hasn t
happened yet, it is the law of the State? , ’
| CONGRESSMAN SANDMAN: That's correct, sure. But it is
a Superlor Court dec1sron which you and I know can be changedg
o I don't agree with the concept of the thlng at all@
ASSEMBLYMAN PERSKIE° I understand that.
.CONGRESSMAN SANDMAﬁz - We have a right to dlsagreeo
ASSEMBLYMAN PERSKIE; I'm not even sure in my own
mind whether I do either. And I certainly agree wrth one
~aspect of what you said,ﬁwhlch is that these bills don' t
meet that decision,’assuming you agree with it. I operate
from the theory that we have to assume untll it is shown
to the contrary that that is the law of the State. Given
that assumption and glven the dollarx flgures that ‘Mr. Apy has
mentroned ‘isn't 1t 1ndlcated that we have to do somethlng
soon° . . '
(”ONGRES&MAN SANDMAN° ‘Well, I think if you are going to do
1t and you are going to d@ult in a fashlon that is going
to help‘the homeowner, it would seem.to me that you have
to dedicate the big revenueg '
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ASSEMBLYMAN PERSKIE: I am not: trying to say-that
~ this is what we have to do. . I am.not at all certain of o
that for many reasons, some of which you said. What T am
~getting arcund to is -~ do you feel, considering the effect
of the:-decision, ‘that this Legislature is in a position .
wherein - I don't know whether June 15th is what I am’
referring to - let's say this year, we have to address
“ourselves to the question of raising that $2 billion-on the
State level? . . : : ; .

v CONGRESSMAN SANDMAN: As I understand thevBotter decision,
he gives you until 1974. : oo RS
ASSEMBLYMAN BEDELL:  January lst, 1973, to adopt
a plan. I . S )
CONGRESSMAN SANDMAN: That can be done. You don'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. Loy

ASSEMBLYMAN'PERSKIEz Let me ask just one.mdre,question;

Again working on the assumption that we have to come up -
with something and apart from the package that the Governor
‘has proposed, would you, after having considered the. State's
financial picture for 17 years, 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?
| ' CONGRESSMAN SANDMAN: Well, the statewide property
- tax in my opinion would have to béndedicated and that would
require»constitutional_amendment@

- If the Botter decigion stands, of course,. it has to
give you some time to act if it does stand. The higher court
would see to-that I am sure. It would have to give you
sufficient time to:allow a referendum, I think, and at that
time it would be'the’choicegafathe people whether they wanted
that as a dedicated.revenue-.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 don't want| to happen. ' Of course,; under that
position, I 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

do that as quickly as youl can the State property tax, I
would want the income taxgat some future date when that’

big revenue is needed to take the place of the real estate
tax assessment in toto and apply it to the cost of education
in primary and secondary schoolsﬁ-

ASSEMBLYMAN PERSKIE° But for the time being I gather -
and I don't want to misquote you or misinterpret you - but
for the time being you would prefer if we had to do something,
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 to the property tax first,
But in preference to one br the otheyr, if you could do the
other first, then, of cou&se, the income tax should be the
dedicated trust fund for éducationw, :

- ASSEMBLYMAN PERSKIE: As a matter of tax policy, which
do.you think would be a m@re equitable or a more just kind of
‘& measure to enact? ; .

" CONGRESSMAN SANDMANj I firmly believe that the income

tax, if dedicated as a tx ust fund -- and you don't have

to dedicate it all. You have to dedicate a sufficient

amount of it, which can go up and down ‘according to the needs
of primary and secondary:educétione - That would be the fairest
tax. But this would absorb it all, it. would be locked in
and it couldn't be used for any other purpose, that portion

- that you need for this. ‘

' . ASSEMBLYMAN PERSKIEs Such an income tax, even with the

dedication feature, con31der1ng the $2 billion figure we

-~ have heard todaya would probably have to be represented by

~ a rate schedule at»least;double what has been proposed in
~this bill - I am told'samething 3.1/2 to 4 times. Would

your position still be the same or would you want to consider
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the use of the statewide property tax "as a means of
offsettlng that kind of rate structure? o o

| CONGRESSMAN SANDMAN ¢ Truthfully, T can't g:;.,v‘e“fa‘;ri
intelligent answer for that -~ I don't thlnk anybody can ~p

because I don't know what the cost is going to be. I would

be working on hvpothetical figures, which this progfem'

is working on. It is working on figures four yeefe old
that no one can know about, and this, I think, is Wrong9

ASSEMBLYMAN PERSKIE: Thank you very much.

ASSEMBLYMAN BEDELL: Senator Schluter?

SENATOR SCHLUTER: Mr. Chairman, I think we should
recognize Senator Merlino who has arrivedand that makes us
just about equal, two against your seven. ‘

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

SENATOR SCHLUTER: Through you, Mr. Chairman, I would
like to ask the Congressman several questions. '

' Congressman; three of the members of the Commlttee:
have asked you about your p051t1on with respect to the _
Botter decision and T just went'to see as a result ofi
- Assemblyman Perskie's questioning if I understand:thié;

Do I understand correctly - and this is'hypothetiealvand

it is based on your experience in the Leglslature and your-
knowledge of State affairs - if the Botter decision 1s upheld
“and you had to raise money for flnanc1ng schools in a
‘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 mor@ equitable tax
would be an income tax for that purpose, if it is spec1flcally
nailed down and treated as a trust fund by constltutlonal
amendment. I don't believe you can enact that that quCkly@
The statewide'prOperty‘taX’YOu could. “So in the interim
to meet the qualifications of the Botter de0151on,‘only'for
that purpose, it would appear to me that you would have to
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go to the staterde properpy tax,‘ , L o
SLNATOR SCHLUTER : rnhat 1s clear in my mzndo Secondarlly,
though you did say that in your judgment an income tax is .
a fairer type of Levy although there are problemg =~-— ,
CONGRESSMAN SANDMAN: If it is a dedicated .revenlue
and trust fund. L E S _ _
~ SENATOR SCHLUTER:, Féir enough. Congressman, you
- referred to the 1962 three~quarters of a billion bond issue
and I think it is very app&opriate‘because_that¢particular
issue brought in all the eiements of certain methods'of
flnan01ng - public referendum and general political support.
Congressman, in 1968, we had a bond issue which was the
result of the Governor's Commission to study the capital
needs or some such commissﬁoh. The extent of that bond
issue was $990 million. What was your position on that bond
issue? . »p% S R _ s
| CONGRESSMAN SANDMAN: I was against it because it
circumvented the direction of the people on What was going
»to'happen to the money. The money‘is still nor under contract
or good bits of it. I favpred it being split down into
‘several'bond issues for spécific amounts,and'smallerfamounts,.:
each ﬁime going back to the people when you want more.
This thing was a billion dollarso Of course, the people
ﬂhave absolutely nothlng to say with what has happened to
it ever since. This is the reason I opposed it, not because
I oppose bond issues. In £he ten years that I was'here, i was
the sponsor of every successful bond issue that did pass. ’
SENATOR SCHLUTER° Congressman, as you know, that bond
1ssue did pass and I thlnk‘rt is fall to characterize it by
saying it passed overwhelmﬁnglv@ Do you feel that it has
been a failure? InCLdentally, there were three spec;flc
questlons making up the $99O million, as you know. But in
view of the Leglslatlve watch—dog committee which has
processed the allocations for the wvarious 1nst1tutlons and
hlghway programs, etco, do you feel that this bond issue

has been a fallure or has been unresponslve°

i
'
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CONGRESSMAN SANDMAN: I think that that bond issue
has met with about the same sudcéss as é good many other
bond issues. The money has. been available for a long,
long time and the productlon for which it was approprlated
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. , | v v
 SENATOR SCHLUTER: Congressman, that particular road
is an Interstate and has been financed out of current capital
funds. C : ‘ o
CONGRESSMAN SANDMAN: The money was frozen by two
,Pre51dents of the United States because New Jersey was .
1ncapable of USlng the money avallable@ ,

- SENATOR SCHLUTER: Congressman, we have a cbmmunication
from you, I don't know whether it was to members of the
Appropriations Committee or fo_all legislators or to the
public or a certain segment of the public in particular.

But there are two things here that deeply concern me and‘

I would like you, if you would, pleése, to elaborate. On

page 2 of your memorandum which came to me dated May 27th,

you characterized a portion of the so-called tax package as

a deliberate fraud upon the public for anyone to continue

to claim that enactment of the deernor"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
deception. » .

I wonder if you would elaborate,ln view of the fact
that two preVlous Govexnor sexved on the Sears Committee,
in view of the present Governor's record of candor, on
those two statements. ‘ o ‘ ’

CONGRESSMAN SANDMAN: First of all, the income tax
is hidden in there. It is hidden_in_the guise that it is
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supposed to be tax reform. I said at thé,@&tset/if I thought

it was going to‘be‘EaX‘r@fdrm;'ifd be for it. I am'agaihst

it because I am convinced it is not. To present it to

‘this Legislature in this &ashignf‘I think is grossly unfair.

‘I think to push it upon the people in this fashion with

~ the affirmative statement that this is reform, I think is

a fraud upon the public. | , "
SENATOR SCHLUTER° By way of r@tort Congressman, .

fraud in my judgment means intention to deceive. You 1nd1cated

that the income tax was ﬁldden and I see nowhere that lt

is hidden or concealed from the publlcq -
'CONGRESSMAN SANDMAN

it'is going to help their taxes. It is hidden in the
: |

ce

It is hidden in the‘guise‘that

guise that it is tax reform. You read in the newspapers that
the polls favor the. incoﬂe tax. I don't know where they

took that poll. It depemds on the questlon asked. “"Would
‘you- go along with the tax if this represents reform?"  You
see, it has a~suppositionfthat it does represent reformo |
I say it does not. It's that simple. '

If you control all levels of taxation, why don't
you control the one big one, the 1nCome tax? Thls package
doesn't do that. { . ‘
' - SENATOR SCHLUTERe But Congvessman, when vyou characteXlze
*oomethlng as fraud, isn U it the lmpllcatlon that the persons
'pefpetratlng this so»called fraud, which would include the
present Governor and two p?@VlOuS Governors,'are 1ntent1®nally
trylng to dlot@ft the facts, wnlch I don t thlnk they
are trylng to do? % ‘ : ’
CONGRESSMAN SANDMAN° "I think the facts are mis-
represented. Maybe the ward "fraud" is a strong word. I
would rather say they are unlmtentlonally dolng this to the
pecple without knowmng aﬂy better. Now I am not at all
1mprcssed wmth the fact that two former Governors are for
this program. Because Ilsaw each of thelr programs go down,
the drain amd I talked about that todayo The Meyner proposal
was defeated by more thaq a half a mllllQno‘ The Hughes
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proposal that had everything going for it, except the
people, was defeated. This we don't have a chance to
defeat because it never gets to the people. This is done
by arm~twisting of the Legislature. This, 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 Meyner, who was a member of thé 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 on how the
money is going to be spent. If it wasn't, he would agree to
dedicating the revenue as a trust fund. | L
'SENATOR SCHLUTER: Since you raised the:question'again,
are you sayihg that this misrepresentation is inténtional?
CONGRESSMAN SANDMAN: I say that this is an ;i.ncome
tax through the back door under the guise of tax reform
and that is deception, as I understand the meandhg of what
Webster wanted to attach to the word. ‘
ASSEMBLYMAN BEDELL: You have anticipated all the

‘questions I have had, Congressmanm 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. | 1

SENATOR MERLINO:  You dbn"f have a table big enough
For all of uée ’

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 ciamments, proposals and constructive criticism. I
can only sayithat I am rather disappointed that the admin-
istration hasn't really paid more attention to what you
have been saying these past several months. Hopefully,
this Committee will take ihto consideration some of the

things that you have said. I don't agree with all of them,
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but I think there is merik~in the thought that the people
should more or less have a bigger woice in this so-called
tax reform. o '
CONGRESSMAN‘SANDMANE Thank you’veryvm&che
ASSEMBLYMAN BEDELL:% Thank you again, Congressman.
May'I say to the pebple waiting to speak that we
did permit the Fonglasaman more time than usual. We beg
your indul qencem' But we hav& heard repeatedly from proponents
and we are well aware of tVelL pos sition. The Congressman is
one of the most ouLspoKen' ritics of the program and we
thought it necessary to have him enlarge upon his areas of
criticism. Thank vou, Coﬁgresgmanb '
The Committee would like to call on Ma v John Wallacey
Princeton Township.

FJOHN WALZLACE: MrolchaiL“am, my remarks will

'be very brief and not at a17 sophi »Lwcahed.

I have nc prepared sna en;. I ao expect the Prlnceton'

s

TanShlp Committee to paqs a resolutxou on’ th1 ma+ter
before yob and it will be forwavded to you durlng the
period of your formal»hear¢ngs,

As you know, Pringét@n Township is one of those
municipalities whose citﬂzems,‘aCCQrdimg to many, have much
to lose and little to gaim through passage of the Governor's
tax policy. Evern if you%&tick to the published figures alone,
that statem@nt we b@li@vj is qomewhat mlsleaalngo A number
of gloups in our cummunlLy will get net tax relief: that
is after taking intoc gco&nf Federal income tax offsets.
These, of course, in,ugde a number of very important segmcnué
Qf‘ourchmmunitV‘ such‘aé ﬁhe @ld@rly$ h@ retirad, the
young, a great numbezr of EOW@V“l“C ne and'middleminCOme
homeowners, - commuters, and after iving exfeut to Feder
income tax credit, many others.

This is much more than just a dollars and cents

o N . . ) )

tuation. It is high tmme, we feel, that he citizens

W
e
P

in the suburbs recognize our responsibilities to the State
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1as a whole, and that the problems of the cltles are ours
'also, that we have obllgatlons to do all we. can to
alleVlate the dlfflcultles of. those c1t1es,iand that a-
‘.pstrong Trenton means a’ strong Melcer County and hence an.
e;mproved epv1r@nment for all of us@,w" ) S
Unfortunately we - cam t stop the world These major
probleme have to be dealt w1th I belleve it is time for
a lot of - us small- town, suburb offlcehelders to stand up and
be counted@ ‘The tax program.lp rlght SOClally, economlcally
and morally, and I am appearlng to endorse ‘the pr1n01ples,'
l;objectlves and major recommendatlons of the Governor 8 tax
i,pollcy program. ' ‘
- In ClOSlng, I mlght p01nt @ut that the owner of an
'$80, OOO house ln Prlnceton Townshlp who - has $4O 000 of 1ncome,
'vwould have a net tax 1ncrease under ‘the. proposal of less"
“than 1 per centm' To my mlnd to lmprove the overmall lot i
of this State and in fact,
homeownersl thls is’ verv,,very modest paymenta - As you- get :
down to somebody who lS in’ a. $40 OOO house with $20 000  of

income, you are’ talklng about a net tax increase of - less

1mpreve the lot of the Prlnceton

than 1 per cento As you go down the llne, you have a lot

of people that w1ll ‘come out: ahead ‘f» 1v] ‘ '

o ASSEMBLYMAN BEIELL°1 Thank you very ‘much, Mayor |

Wallace.“ Any questlans of the Mayor° (No response ) 'Thank ’

. you, Mayero.[' BT " O A ‘ o , _~ 1

; I would like' to call MrsokLetltla Uffordaa (th‘preSentp)

B Mr. Robert Forrey (Not present ) R -
Mr, Wllllam Gladlnge R S :

‘GLADING: I céme with a team, Mro Assemblymano‘

ASSEMBLYMAN BEDELL°f The m@le the merrlerel You

!

- may proceede _

YW ILL I A M , G L A D I N G@,\V.-Mre Cha1rman and members
mof the Commlttee,_my name 1s Wllllam J. Gladlnge I am.an. '
battorney from Red Bank New Jersey@v;l am here as Chalrman

of the Taxatlon Sectlon of the New Jersey State Bar Assoc1atlona
I would llke to 1ntroduce to you other offlcers of the



Taxation Section,,who'will.testify comcerning some of

the specific proposals pending‘before‘your Committes, .

To my immediate right is @eonard Goldberg, an - attorney from
Newark, New Jefseyf:who i$ the Chairman-Elect of the
Taxation Section. = To hisgright is Laurence Reich, who is

a Vice Chairman of the Taxatnon Section and also practices
in Newark, New Jersey, to | hls right is Saul Wolfe, who is
the Chairman of the Commlttee on Property Taxatlon of the
Sectlon of Taxation of the State Bar, and‘Saul also
practices in Newark. '

The p081tlons that we present to you with respect to
the tax reform program 1n§general-have been endorsed by
the trustees of the New JérSey,State Bar Association and
are incorporated in a report‘prepared by the Section.

With your permission, I would liké to offer a copy of this
report for inclusion: in the mlnutes of your Committee hearlngs,
although each of the leglslators have plev1ouoly received |
a copy. I would like to;lncorporate this in the minutes

of your meeting with your:permiSSiona

ASSEMBLYMAN BEDELL-:'f .;sd granted, s;ir,;

MR, :GLADINGD I woold also llke to make an observatlon
concerning the package of spe01flc bills which have been
1ntroducedor , , . ‘

As you know all too weil, there has been a minimum
of time avallable for a crltlcal reVlGW of these many bills.
Members of our Taxatlon Sectlon have been able to make a-
preliminary analy51s of some of the more ‘significant proposals
and we will comment on those this mornlngg_ ‘

We would also respettfully request an oppoxtunlty
to submit a wrltten supplement to our oral remarks.  However,
we must report to you that our examination of the income
tax bill, Assembly 1250, ln partlcular, is incomplete. And
since we feel that this lS a key proposal, We‘request that
addltlonal tlme be allowed to review and prepent commentu

on the income tax blllo
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In our pfellmlndry dnaIYSlSy we have disc sovered

‘several technlcal Geficiencies and we suspect. that there

are many others. Mr. Goldberg will point out to you some

of the technical deficiencies.. .

As 1ndjcated in our conclu51oms w1th respect to
the New 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 collecticon of revenue, and the administration of an
income tax systemc ‘

In the light of ouxr prellmlnary review of the income
tax bill, we feel even more strongly that further consideration

of the piggyback approach 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 are other bills pending before this Committee
which we have not had the time to study adequately. Several
of those relate to the corporation business taanhd,the.exéise
gains tax :on other types of businesses. »These proposals
represent significant changes in the taxation affecting
the business community and we believe that they too merit
further study before enactment.

We thank you, gentlemen of this Commlttee, on behalf
of the Bar Association for this opportunity to present our.
views on this important matter and we would like to assure
you of our continuing interest and our availability to
discuss any questions which you may have

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

ASSEMBLYMAN APY: Mr. Glading, before Mr. Goldberg
comments, let me just ask this question both of you and of
the Committees You have_indicated that you would like to
have time for further étudyﬂ which we very much appreciate
and would,likevtovhaven Can you or Mr. Goldberg give us
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an indication timewise? Deadlines are the best way to get
things done. -Can we knowéWhen we can anticipate having a
reply? ’ C ‘i ‘

MR, GLPQING,. We thinkvthat we would need at leéSt,

30 days. In the week that we have had since we received

it 4

a cdpy of 1250, we have Had committees studying it and

the technical deficienciés and defects that we have encountered
seem to us to nedessitaté an almost line~by-line Comparisoh
with the Internal Revenue Code on which this is presumably
based. Now those sorts of problems evaporate and dlsappear
completely if you gentlemen would consider a piggyback
approach. We need a minimum of 30 days if we are to

consider this bill and then comment on it lntelllgently,

ASSEMBLYMAN APY: Have you had an opportunity in
developing your study to blt down with any representatives
of the admlnlstratlon who actually drafted the bills?

MR. GLADING: No,‘smrg We actually requested that
opportunity, 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 out initerms of moving along?

MR. GLADING: We would be very happy to sit down with
the drafters of this bill and see if we could coordinate
our expertise with their% to see what could be done to
- correct some obvious deficisncies which Mr. Goldberg will
refer to. . o ’ o

ASSEMBLYMAN APY: iMy'question to the members of the
Commlttee is this - whether or not, in light of our schedule
and everythlng here today, we ought to proceed with this as . "
far as they have gotten or wait until they put the whole
package together. I am juSt thinking about this specific i
income tax bill. Do youiwant to go ahead and get the
reaction so far? | |

ASSEMBLYMAN PERSK.LE" I would like to hear some of
the deficiencies. , ; " '

ASSEMBLYMAN APY:  You want to get their reaction
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sb‘far,‘ 0.K., fine. I just wanted to find out what the
Committee wanted to.do. ‘ '

MR. GLADING: This is a very preliminary evaluation of
the bill. As far as we hawe dgone, we see problems. Mr.
Goldberg will describe those,problemsai Again, Mr. Apy,’
we would be very happy to sit down with anybody who is
interested in coming up with 2 fair and equitable income
tax proposal. '

Mr. Goldberg -

LEONARD GOLDSBERG: Before addressing myself
to the technical deficiencies, I just want to amplify
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 details of the so-called
Mills Bill which was reported this past April by the House
‘Ways and Means Committee. At the time that we preparéd the
report, which Mr. Glading previously referred to, we did
‘not have the benefit of that bill before us and had‘Sug-
gested further study. '

HaVlng seen the Mllls 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 personnel. To now pass this bill and start
' gearing up the type of bureaucracy and organizational
structure which would be required to implement and enfoxrce
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.f Even if the Mills Bill does not pass Congress -
and there is a good deal of thinking that the Mills Bill or
some form thereof will pass Congress - but even if it does

" not pass Congress, we would be in favor of a piggyback
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alternative because of tﬁe'reducéd administrative cost
to the State of NeW'Jersey and the reduced burden upon' the
individual taxpayers in thc State.

The only argument whlch we have heard advanced to
us against the utilizati&n of a piggyback alternative or
a Mills Bill approach is%the concept of the sovereignty
of the State of New Jerséy and that we want to have our own
modifications. While weiare sympathetic to some of the
modifications which haveibeen suggested, we believe on a
~balancing of the interesﬁ that the administrative ease and
cost-saving to the State of New Jersey and to the taxpayers
thereof outweigh the few modlflcatlons whlch have been
suggested which could no; be accommodated in a piggyback
approacha ]

Spec1flcally, we Would endorse the use of a plgngack
approach as a percentage{of the Federal tax,ys1nce this
would build in the gradudted tax structure of the Federal
system as well as to buiﬁd in a separate rate schedule for
different types of taxpayers - married, head of household;
single individuals - whiéh we had in our previous report
which has been submitted?in evidence to you this mornings,
o weréndorse ﬁhe,uSeaofq§Eparate rate schedules in

recognition of the family unit as being the basic tax-

. paying entlty.

. We further go on to suggest,whether or not you

immediately enact a‘plggyback alternative, there should be
a constitutional amendme@tfof the Constitution of the State
of New Jersey to make iticlear that the New Jersey Legislature
can incorporate by referénce and‘adopt a piggyback approach.
So even if we do not now have a piggyback approach, if the
Mills Bill does pass andiwe later want to have a piggvback
approach, we can avoid sdme of the constitutional questions
which have been discusse@ in connection with the entire
tax package with regarduﬁo incorporating the Federal law
by reference. | | .

If it is now adopted it'wodld probably be necessary
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to have'a'backupvtitle in much the same fashion as
Chapter 9 of Assembly Bill 1250 is an alternative backup
proposal to Chapter 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 ccmprehensive 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 bill.
By technical deficiencies)I am referring to matters which
in our belief are not necessarily controversial and that -
there will be agreements on once the problems are recognized.

Rather than go on for 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 locked 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 adjusted 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 - example oﬁ?one of the deficienciesiis~a lack
of correlation between this bill and other provisions of
other taxing statutes in ﬁew Jersey. The base, as we stated
~before, for computlng Neleersey taxable income is
adjusted gross income for;Federal‘lncome tax purposes.
Under Federal law, this would include all of the stockholders’
share of the earnings of @hat is referred to as a Sub-Chapter
S cOrporation: that is, aicorporation which doeschot elect
to be taxed as a corporat?on but the individual stockholders
pick up as part of their income a share of the'cerporation”s
income., ' | : '

Under present law ih New Jersey,a»Sub~Chapter S
corporation is subject to}the corporate franchise tax. No
- amendment has been proposed.to that act. The result would
ke, if no further amendmeﬁts are made and 1250 is passed,
there would be a double texation on the earnings, once at the
corporate level and once en the stockholder level, not
in the same way as divideﬁds 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° _
o Senlor citizen's tay credit,’ the .amount of the credit
in Assembly Bill 1250 is deflned by reference to "gross
income." ' Yet I, at least in the time we have had available
“have not been able to flnd anywhere in the statute a
definition of "gross :anomeo The entire concept that
we have is a concept of aéjusted gross income. If they
really mean gross income in the usual sense of the word,
we believe that it would Qperate 1n an inequitable fashion.
Let us take the example of the person who operates a corner
candy store with Sl0,000 Qf gross sales or gross income
~-and has $8,000 of.expensee or the;senior‘citizen who has
a little business on the éidehand:has $2,000 het income.
Is he entitled to or not,entitled:to the senior citizen's
tax credit? A look to the definition of "senior citizen"

doesn't help, because the?evthey‘shift around and refer

48

. -



just to income w1thout speCLfylng whether they are talkhng
about grossf adgusted gross or net income. This is a:"
definitional problem, but it is illustrative of a number
of definitional problems that we have found w1thln ‘the
pbill. o o

The last one which I will indicate to you now is

another form of double taxation deaiing with the interplay

between Chapter 3, which disallows 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 dlsallow1ng the deductlon,
they hit you with an additional tax on it.

Agaln this is 1nconslstent with the Federal'SYétem

~and defies any logid to say something which you are not

allowing as a deductlon 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 to"identify

so far and what we are concerned about is that there may

be many more on further examination which we would uncover.

- If vyou have no questions, I would like to introduce ---
ASSEMBLYMAN PERSKIE: I have a couple of questlons.
It 2all actually comes under the same general headlng,
I was orlglnally gOLng 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_citizensﬂ let's go to the
other twe for the moment. You have indicated in one
instahce there is a double taxation -~ I guess in ‘both
instances there is a double taxatlon - and that, therefore,
because it is inconsistent wnth the Federal it is 1rratlonal
My basic question was orlglnally going to be - and I
will use these two examplee as buttress - the Federal

government in 1ts income tax prov1des certaln exemptlons

and deductlons and excluSLOns which it does as a matter of

pollcyvon a nationwide basis. If we adopted ‘a piggyback
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:1approach wouldn t we. be adoptlng all those same dec1s1ons f

dw1thout necessarlly con81der1ng whether ‘as a matter of

pollcy they would be beneflclal to the 01tlzens of New

'"'"-Jersey'>

' and really the underlylng theory of Assembly Blll 1250

- as well as the thlnklng of most people who have con81dered

bstate 1ncome taxatlon statutes, recognlze that we cannot'

y start to construct our own New Jersey Internal Revenue d

} Code._ We must. start w1th1a bas;s‘of ‘the Federal otherw1se

’we are going to have a prollferatlon of . laws, forms,¢
:._interpretatlons and admlnlstratlve bodles whlch would

»be unnecessary and dupllcatlveo So in any. event, we start

: w1th hav1ng a few modlflcatlons of the Federal It is our :
v1ew that even though some of those modlflcatlons may be
worthwhlle, in balanc1ng the 1nterest of hav1ng some

:_1mod1flcatlons whlch may be worthwhlle agalnst the over~

~ whelming sav1ngs to be prOJected,,both 1n terms of tlme
"and effort of the 01tlzens of the State and cost 1n

l;'bureaucracy of the State government, we' would come out S

>1'strongly in favor of glVlng up the modlflcatlonsn'" L
V ASSEMBLYMAN PERSKIE° R But Mr., Goldberg, :Lsn 't 1t
\:correct that the Sears Report made that de01s1on and N
fbas1cally you are maklng that dec1s1on from the perspectlve

‘hof the ease of admlnlstratlon and the cost of admlnlstratlon o

f;of a State. 1ncome tax° And T agree, the closer we come;

'g'to the Federal the’ easrer 1t 1s to admlnlster.; But 1sn 't
. »lt a fact that that dec1s1on 1s based on the admlnlstratlve

‘aspect rather than any partlcular questlons of tax pollcy7-

| ‘ GOLDBERG'3 That is correct° Lo ]~. R
‘: ASSEMBLYMAN PERSKIE“Y So, for example, when you p01nt
:;out that we would 1mpose é corporate tax on a Sub S
"_corporatlon whlch merely would put us, it we dld 1t, 1nto
what I would call the regular method of double taxatlon of %
corporatlons, that becomes not an admlnlstratlve questlon but
o one of tax pollcy, doesn t 1t° L%,-H3” S i
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MR. COLDBERG: I don't believe so. We are not
concerned about the aspect of qouble taxatlon where a
corporatlon, a Sub S or regular corporatLOQ, declares a
dividend S0 that the lnd1v1dua1 taxpayer actually
receives moneym The way the Federal law operates is that
if'you so-eiedt, notwithstanding the,fact,that the corporation
may not glve 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
payvtaxa I am not eveh addressing myself as to whether you
cure thlS - I have definite ideas on that - by sayihg that
we allow or do not allow a sub~Chapter S election 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 S election,
he elects to be taxed on the income when it is earned by the
corporation. ‘

ASSEMBLYMAN PERSKIE: Thank you.

MR. 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.

LAURENTCE R EIC H: My name is Laurence Reich.
I am an attorney 1n Newark, New Jersey.
' Addressing my remarks with respect to Assembly Bill
1251, which is the sales and use tax amendment bill, T
would commend to the Committee the report of our Sales 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 Assembly Bill has generally followed the
: recommendatlons in most important respects of the Tax
Pollcy Committee, of which we were critical with regard

primarily to the tax on all services generally. The_reasons
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" service industries.

are stated in our repmru.i Primarily the reasons may be
summarized 28 Followg ' 5 | ' o

mirqt the baxatlgh QF All services, as d!ctlanISﬂ@d
from sales of pmrsonal prmnmrtv and as dimflnauished from
services connected with tanqablo personal property Whl”h
are preﬁently subject to La¢ in a number of areas, poses
very serious, we think in§olwable, jurisdictional
problems. These are not %ere technicalities - the question
whather a service is pexformmd within the State of New Jersey
so as to be subject to tag in New Jersey. In the case of
sales of Lanqtblm property, there is little ‘p:robl@mo In

the case of services wha?lv unconnacted with any tangible

property. thewve are great%problems, great difficulty.

The bill does not sblve this flaw in the Tax Policy

Committee Report, It, in fackt, in some instances

D

compounds it. For exampléﬁ in speaking of sale for resal@;
it is rauhmr difficult to conceive of when a sale of é:SQrVice
can be debmed a sale for xewaie, '

The use tax, for much the same reason., is ineffective.
To pick up those sarvices?which will be rendered to New
Jersey residents by outéof-state practitioners& the result
~will be obvious. It will;shift the performance of services
 in many instances from New Jersey practitioners and New Jersey
service industry to out-of-state practitioners, out-of-state
i B

We guestion thevun;imited coverage of all services
‘generally with a few specified exceptions. I submit that
this framework of the bili 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. T contend to you %he fact that the service sales
tax would be equally applﬁcable to banking, brokerage, and
insurance activities in many areas as it is to the practice
of law, the practice of abd@untimg and the practices of
architecture: and enQLnVMrlng, which are clearly understandably

comprised within this area.
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‘vThé‘eﬁééption&f!ﬁdééo§érf”ére‘withbut rationale
and conSlstency for the host part. 'Duttihgito?éﬂé?éidé
the obvious exceptlon for medlcal and denfal services and
exceptlon for barbev shop and beavty serVLCQs, why an
exemptlon for ‘shoe repa1rs7 Why for @mployment agencles'>
Why , moreoveri for advertxsmng, somathlng which I don't -
believe was in the Tax POllCY Committee Report but is
included within Assembxy Bill 12512 '

' Flnally, there is the overrldlné probiem —44, Firét
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 pafadoxiéal for a state in the
geographlcal and business pOSltlon of 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 going necessarily to be a shifting, as I
indicated previously, of business to service industries of
those two metropolitan areas. . ,

- In this respect, obviocusly we are speaking for the
State Bar Association, which is cbmprised 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 it is not
necessary to go to 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 attorney or Philadelphia attorney.

. We furtherfsuggest“that this may well have a counter
'productive result inlterms,of;revenueaproduction“Which will

‘reduce the anticipated revenue from the sales tax and indeed
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r@duce the income tax r@venuo becau%e you will b@ V@duczng
’fh@ 1ncom@ of beTVlCP Lndustrlcs in New Jersey. ,

In our r@porf we hava ﬂuggﬁsted although we do not
favor it, Jf the revenue neads are deemad sufflclenply
critical to waJrant some bxfenalon of the sales tax basav
to include gerVJces, thatjmany of th@ probl@ms which
relate to nonmprapertv connectad SﬁKVJceS would not affpct
 prmpnth~coDn@cTed sch1cgq° for oxample, laundry and
,drv cleanlag, for example‘ fh@ construction ‘business. It
is rather difficult to conotruct 2 building in New Jersey
~in pr York, quxte lmpOmSJble obviously. This would by
ithe estimate of the Tax POllCY Committee - these two Jndustrnes
:would ploducp SlO4 7 million out of the total $154 mllllon
which the Tax Policy Lommuttee @qtlmates_for all services
and that 1@ quite a smgnlflcant sum. We say again we do
not faver this, but it lS\aH dlternatlve whlch mlght be :
considered by this Oommltfpe.. ' - ‘

If there are no quastlons in this area, I.Woqu iike

to present,&aul Wolfe of N@wark who w1ll speak in regard

!
|-
i

to real property tax.

SAUL A. WOoLPF @z qud morning, gentlemen.
I would like to apalogizeﬁfor not having a prepared text
~to.spread upon the record but I received the invitation .
- to partlclpate in thls presentarlon yesterday as I was
congratulating my wife 1nithe hospital on the arrival of
our first child, so I hopé'you Wiil bear with me as I
ad lib these remarks@ ‘ . -

At the outset, there are two particular bills which
—one might characterl7e as sle@pmrs in the over—-all package.
The first, which has recelvod a gr@at deal of attention in
the report of our commlftoe, is 1288 the bill that prov1des
for regional ‘ 81ng dlstrlciswv our commlttee recognxPed
the concern expressed by the State Tax Policy Committee. ‘
-and supports the objectlves, that_all assessors be full-time
assessors; supports the eiimination‘of Boards of Assessors

and elected assessors, anﬁ the creation of taxing districts
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sufflclent 1n 812e to justlfy the employment of full time
asSsessors. Howev r, our commlttee opposes the app01ntment
of asqessors by the Dlrector of Taxatlon as recommended

in 1288 and recommends that the assessors contlnue to be
appornted by the governlng bodles of ‘the dlstrlcts in which
thoy are s1tuated

We dld foel that in order to 1mplement these recom—
mendations, it would be necessary to provide that a time
llmlt be establlshed w1thln whlth all mtn1c1pallt1es in
New Jersey would accompllsh the employment of full- time
assessors, either 1nd1v1dually or colleotlvely under the
Joint Assess1ng‘statuteg and that upon failure to do that
within that reasonableltlme” then the Dlreotor could create
joint or single assessing districts as he saw fit and have
the opportunity to create the full~ tJme assessors that
we recognlve is requlred

The Tax bectlon of the State Bar As5001atlon recognlzed
that the intent was merely to‘create asse551ng dlstrlcts
large enough to support a full—time'assessor and We'see no’
virtue in blgness alone and we are opposed to large multl—
munlclpallty taxing dlstrlctsu

Now the other bill that has not recelved much attentlon
or publlc1+y is an amendment to the business personal
property tax. = As you all know, the»maln feature of that was
to deal with the increase in the rate. However, the bill
before you also purports to redefine and substantlally broaden
the scope of business personal property.

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

| MR. WOLFE: Yes, sir. It is 1257.

As you can see by an examination of that blll whlle
it does increase the tax rate, 1t alsoc very much changes the
deflnltlon of business personal property and . 1ncludes as
bu51ness personal property that which had preVlously ‘been
' deleted by v1rtue of being attached to the freehold 1n such
manner that it could not be removed’w1thout substantial
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The impact of #his may be to result in double taxatlon
of such machinery and eqplpment since under our :aal property
tax law those items are br@shntly taxed as realvprdpefty
or it may be the intent of the author that i *ith this
sleeper, the municipal tax base would again be shrunk by
~taking away from the munlClpallties that machinery and
pqulpmeht which is pre%ently taxed and adding it to the State

tax base. : . ’

In any event, this?was not recommendéd ~ this legislation
was not recommendad by thé Sears. Raportf The Sears Report
took a different view. It suggested that rmgulatlons be
enacted by the Director«i Qur commatt@e; deallng with the
Sears R@pnrt ahd not w1th this bill, ~ opposed that recommendation.
We felt that the law of New Jersay has evolved and is
ccn%JHUan to evolve upon a decisional basis. It is almost
impossible to define eitﬁer by regulation or legislation
mvéry categorv of machinéry or equipment that ought to be
“included as rmal property or excluded and taxable as personal
property, as has been attempted here. ,

' With regard to 1261, the mobile homes bill, we support
that bill in concept. vﬂéwever, we think it is drafted in

such fashion as to raisa‘horrendbus problems of administration
and we think it needs to be rev1sed substantially, although
we do support Lhe concpptm

We are concerned about the pipeline taxation bill.

That is 1262. This seems to establish a standard of value
othexr than that required| by our New Jersey Constltutlon and
we are very much concerned about it and recommend that no
action be taken on tth blll but that the matter be
restudied and that appxopllate legislation be submitted in
this area. |

With regard “to 1273 on county tax boards and appeal ,
procedures, we feel cherg is a necessary change that should
be made in the statute iﬁ line 5, And it talks about a
taxing dlotrlct which feels “discriminated agalnqt. That
language has b@en used heretofore to limit the rlght of a
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'fmun1ClpaJltv to correct an erroneous assessment on

appeal. The feeling of our ‘Section and our commlttee
was that this should be changed o "feels aggrleved” so

that a munlcrpqllty could brlng the problem before the

4 County Tax Board or before the Tax Board, as approprlate.

We also note that that bill deals with petltlons belng
signed by petitioners or agents and we felt thatpattorneys
should properly be included. | | |

With regard to 1264, the county tax board quallflcatlons

bill, this is not in our report. It was not ‘submit ted to

"the_trustees of the State Bar Association. We had not

. seen that bill. But it is the view of our Real Property

Tax Committee and Division of Tax Appeals Committee that
that should contain some cbjective criteria rather than

the broed'language that is in the proposed bill. It is
the“suggestion of those committees that the bill be amended

" to requlre a requirement that within one year after appoint-

ment to a county tax board, the member so appOlnted be
requlred to pass the written examination presently requlred
for app01ntment or electlon as a certified tax assessor.
We are not lnterested in 1mpos1ng the educatlonal or other ,
prerequisites. It matters not how that member attalns the
necessary information to%pass the examination; we merely
would want him to be able to demonstrate by this:objective>
criterion knowledge in the area of appralsal and of assessment.
With regard to Bill 1265, Wthh deals w1th county board
procedures, we feel that there is an erroneous deletlon
from that blll The bill in the amendment deletes the '
requlrement that the county boords"keep a full record of

their proceedlngs@ . We think it is 1mperat1ve that the
'county boards keep a full record of their proceedlngs and_

urge that that portion of the amendment be restored@

1266 is a very complex blll which deals with ratios

‘and olscrlmlnatvon&’ our Sectlon and the State Bar Association

have endorsed this concept in pr1nc1ple, but flnd the bill

in lts present form rather confus;nq and would recommend
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- that no actian be taken ét this time until thexre could be
further h¢ar3flcat10n on that bill. ‘,“

Wlth reqard to farmland assessm@nts, we, urge tha
adoptlon of increased rollback requwremento as orlqlnally
recmmmnnde by the Sears R@port We also recommend conqlderu
ation of further action 3h order to 1mplmment the ultimate
objective of presmxvaflon of open spaces.

With regard to 1274, which deals with LH@ taxatlon
of County property. and 1298 which deals with the taxation
of certain State plopmrfy, we feel there is a glaring
omlsoion although we support those bills; that is, there
is nc»xlght of appeal. fhe bills specifically preclude any
appeal. We feel that boﬁhvthe municipality and £he,county
or the State, as the case may be, should have the right to
appeal to the Tax Court from a determination, just as any
other taxpayer or any othor municipality in any other tax
“appeala We feel this lsfa glaring erroxr in those two blllsn

We note that there is no bill in the tax package
presently pending before you, although there is one in the
Senate, to create the Tag%CQurtq‘ Many of these biils deal
with a Tax Court and we wbuld urge that you at the time
when you deal with this subject alsc deal with the Tax Court,
which we applaud and we feel would be a great step forward
in the over-all property éhd inheritance picture in New Jersey.
We ndoxse the bill that gives the court jurisdiction over
ulansfer inheritance tax problemsn

ASSEMBLYMAN APY: Ieu me lnterrupt you for Just a
second and note somethang you have no way of know;ng, Actually
the bill doing that will be wntroduced on the 15th. It
has been given a number w1th1n this series., It is going to
be No. 1289, along the llnes of 8§ 502, Wlth certain other
vmodifications, _ ' | -

MR. WOLFE: Thank iyouq

AssEMBIYWAN APY: The Committee noted that omission too.
That's why it is g@lng Lnf _ , » '

ASSEMBLYMAN PERSKIE; A few things, we note.

ASSEMBLYMAN APY:;vthis committee as‘distinguished £rom
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the Sears Committee.

MR. WOLFE: 'WC were quite divided on the issue of
1260, which deals Wlth the” appwrtﬂmnm@nt of - pubilc utlllty
revenues. Heretofore, in New Jersey, 1f y@u hada smeily
old generating plant in ‘yvour municipality, you collected
a revenue from that. Under the prmposal'Q‘iﬁ"s'hard to
tell from the caption of the bill -~ but there is the proposal
in there, 1260, and the effect of that would be to redistribute
around the county th@ revenues that the mumldlpallty receives
from such utilities. o . N

Our committee was divided on this bill. We call it
to your attention for vyour consideration, bUt“it‘iS“*mportant
to at least know what that bill is’ accompllshlng since it
is hard to tell from the captions '

Our committee felt that Bill 1300, that's site-value
- taxation, was one about which we had grave‘reSéfvationso
Substantial doubt exists among our committee as to the
possibility of-any«beneﬁicial"effects to be obtained by
this unorthdox method of assessmeént. And we recommend
that there be no enabling législation until such time as
there is further study of experimehtS'thathare présentiy
' being conducted on the subjedt of site-value taxation.

We support the'property'tax Iimitation cohcépf“és;
set forth in the bills pending before y@u and we support
- the concept of the direct ‘appeal to the Tax Caurt 1n‘“

- matters where the value exceeds $100,000.

I belleve that this in general 00ver§1the‘baéiC"
principles that we wish to bring to your attention here
today. I wuuld.sa;r to the extent that we may be of any
service to y@ur‘CQmmlttee 6r to the Legislature in general
with regard to. ahy technical ‘changes in these bills, we will
be happy to assist. We are not condemning the authors of
these bills.  We think that they have dohe a good job in
‘the limited time they had available, but we felt, with the
expertise Of our committee,’ pefhaps we ceuld render some
assistance to:improve thesé bills.- . =~~~

I know I have taken t@@ minutes. I would like to
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: i
impose on the committee, if I may, for about two minutes

more. A
. ASSEMBLYMAN BEDELLé May I interject and ask: The
services ybu cffer to r@ﬁdef, are they in the pUOllC S
interest; I mean, are they gratis?
MR. WOLFE: Yes. |
ASSEMBLYMAN BEDELL: O.K. | ,
MR. WOLFE: As are many services of the legal.
- profession, I might add. | | | |

MR. GLADING: The3¢ oéﬁVlceS are gratis. If some
of these changes aren't made, +hey will be paid-for
- sexvices later on. ‘

' MR, WOLFE:  You m;y recall that I appeared at your
hearing in Union at the»ﬁewark State College, not as a
representative of the Stéte Bar Association, but personally,
and I asked if I could cﬂme back ‘and see you after we had
a chance to lock at the packageel ,

I wauld like, if I may have th@ courtesva to take.
abouL a mlnute and onemhalf as Saul ‘Wolfe, not representing
the State Bar Assoc1atlon, not reprecentlng any organization,
‘but as a citizen of New Jersey,

I am quite concerned about the problems in all of the
blllb that we have dlSCqued with you. The cllmate in
New Jersey seems to be elther you are for tax reform or
you are against refqrm7 you have to take the whole package
or none of the package. §And indeed, criticism of part of
the package plays iﬁto,tﬂe hands of those who would oppose
the entlre package. . o ‘

As a concerned 01tyzen supporting the over=-all
principles of the package, I would urge you to give serious
consideration to the p0531blllty of segregating the vital
parts of the *pa.ckac_:;e,z the income tax, the statewide property
tax, - the various spelelc half-dozen or eight bills on
which the whole reform stands or falls, the 1asue of the
'new structure of public ﬂlnance 1n New Jerbey@ I think
that many of the objmctlons deal Wlth other bills.. Fou

3‘60,
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coild build a strong foundation  now and déal with-the
”cheﬁ*matters at yvour leisutre. to-put the framing around:
the foundation and build from there. :

v T-would urge you not to get bogged down inffhe
kinds- ' of details that we have addressed ourselves:to-
with regard to. specific bills which are not essential to
the totality of the problem and that we may in the future
get td those. LT ce o ‘ ' :

Thank y©u~f©rﬁy©urfcourtesy°' -
'ASSEMBLYMAN BEDELL: Sir, that is.the intent of the
Committee. ' : : R -

. MR, GLADING: Mr. Bedell, may I say on behalf of
the Taxation Section, our committees will continue studying
all 57 of these bills. We will be preparing written resumes
of our ¢onclusions. May we offer them to your committee?

' ASSEMBLYMAN BEDELL: -~ We will welcome them, sir.

ASSEMBLYMAN PERSKIE: Mr. Wolfe, 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
it is specifically not-in your capacity as Tax ASSes880Yr.

"I would like to ask you with réspect to Bill 1288, what
the substance of the objection to the appointing power in
‘the Director is? ' - '

. MR, WOLFE: - There were many. reasons expressed among
the" committee. The committee report refrained from expressing
a specific single reason because while the committee was
unified in its opposition. to this, there were many different
reasons expressed by various members of the committee.

Some felt it was an unwarranted usurpation of’hdme rule.

Some felt:that it was an undue concentration of wvital taxing
power. There were many- reasons expresséd. But the basic
feeling, I think, that prevailed was that dealing on a
year-to-year-basis with the intricacies of property valuation,
the most comprehensive understanding of those subtleties
would be at’ the' local L@vel‘rath@r than at some regional
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. ASSEMBLVYMAN PERSKIEi Doesn't that raiSe the spectre
though that some of those und erstandings might wend their
way into undue pressure? : | .

MR. WOLFE: I am sﬁre you are aware, Assemblyman
Perskie; that the State Aésessors Association was the
driving force in convimciﬁg the Legislature Some'yéars
back to create an»Assessoﬁs” Tenure Act. As of today,
no Assessor can be appoin%ed in New Jersey or elected in
New Jersey without having?qualified by being a Certified
Tax Assessor which has hiéh educational requirements and
requirement of specific kﬁowledge in the area. The bill
provides for the creationé@f tenure of office in a much
shorter time than any judge can obtain tenure of office
in New Jerséy@ Once ten@re of office is obtained,
~whether the initial appgiﬁting authority is at the local level
or at the State level, thé spectre of influeﬁce,vl think,
is substantially diminishédm I think we have very well dealt
with that problem in New @ersey and I think we are far
ahead of many states in tbat regard. v |

ASSEMBLYMAN PERSI(IE? - The Association then, I take it,
or the Section for which ygu speak, would, howéver/ recommend
changes to the extent thaﬁ there would no longer be elected
assessors? | ‘; ' . .

.,MRQ WOLFE:  Yes, sirg' We recomﬁended that there be
no more elected assessorg%and'no more Boards of Assessors, 
and that all assessors beifull time. We definitely
supported that proposition. But we again felt that it
should be not on a regianal basis but on a local basis,

- except to the extent that the municipalities take advantage
of the Joint Assessing Act on a voluntary basis. _

ASSEMBLYMAN VREELAND: I would just like to flnd
out from the representati@esyaf,the Bar Association - I
gather from what I have héard here today that the Bar
Association endorses the tax re&orm pr@posal with these
exceptions that we have hearde -Is that right?

MR. GLADING: That' g,corxectg
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_ ASSEMBLYMAN VREELAND: Then ‘I have one other question,

I think in one of. the bills, it spells out the makeup of
the Appeals Board and says that one of them must be an -
attorney. Do you have any comment on that? Do you feel
as though this is --- I am speaking about the. County Tax
Board. I think one of the bills does require that.
There has been some comment in these hearings and I was
“wondering Whether:you‘féél-a$ an’ association that this
is a necessity?

" MRLGLADING: I don't know whether the Association
has ever taken a position on that. o

ASSEMBLYMAN VREELAND: It is not your bill and has
nothing to do with you. 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 attorney.

MR. GLADING: I think as representatives of the
Association, we could not answer that gquestion now. But I
would be glad to look at the bill and get the views of
the trustees. I would hate to give a perscnal opinion.

You probably would guess what it would be anyway.

ASSEMBLYMAN APY: You would recognize the wisdom of
the attorney whg drafted the bill.

The other thing that you might do when you react to
that specific question, the thought has occurred to me
quite fraﬁkly that if you are going to start maeking qualifd-
cations for members of the County Tax Board, yvou might
want to consider a realtor i1f you are going to put categories
of persons on the board. 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 yvou very much, gentlemen,
for giving us the benefit of your thoughts. '

ASSEMBLYMAN PERSKIE: I can't help but take the
opportunity to cbserve that with a1l of the observatlons
that have b@én made recently with respect to the influence
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of the Bar in the Houses bf the Legislature, I think we
can all concede that the testimony of the Bar Association
before this Committee hasibeen very enlightening. »
_ MR. GLADING: Mr. Gebhardt of the Bar Association is

going to give each of youéa copy of our report. ‘

ASSEMBLYMAN BEDELL:} It is not the intent of the
Committee to limit anyone*s testimony, but we do ask that
you be mindful of, the fac# there are several speakers and
we want to accommodate everyone. _

- I would like to call wupon Dr. Ella Filippone,
Environmental Research As$ociationa (Not present.)

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

Mx, Russel/Wilson, New Jersey League of Municipalities..
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RUSSEL T. WILSON: Gentleﬁen}ygood morning.
My name is’Ruse'Wilsen; I am the Assessor for the Ccity of .
Haekensa@k and Chalrmar of the Tax Study G@mmlttee of the
New Jersey State Leaque of Munrelpalltleso My statement
Jteday can be. leld@d 1nt© twe partso My cemments on the
spe01flc prevzelene of eeveral of the bills 1n the package
will be made on behalf @f the Committee and n@t necessarily
on behalf of the League as a whole. The ehert time interval
"betWeeh the intreduetiehtef the bills and the scheduling

of these hearings has not permitted sufficient time for us
to preeeed thr@ugh the n@rmal committee channels in the
structure within the League erganlzatleng

Hewever, there are a number of major pollcy
_objectlvee contalned in the ‘tax package whlch the League,f
as a statewide erganlzatlen representlmg 563 of the State' e
567 munlc1palltlesyhas endorsed in previous publlc state-

' ments and Conference reselutleas@ Let me first address
| myself to those areas wherein I carn reiterate the standing
: pollcy @f the League. ' '

'I want to preface my general comments by saying
that the measures centalmed in the Sears Cemmlttee Report
as translated and’ medlfled by the Geverner swleglslatlve
vpackage repreeent the most cemprehen81ve and significant
attempt t@ ‘effect a solution to the tax ills of our State
that has come al@ng in decadeso

The League mest certalnly concurs w1th the alarm
expressed both by tHe Cemmlttee and by Geverner Cahlll
over the Skyreeketlng preperty tax rate whlch has 1mpesed
an ever-ln@reaelmg burden on the homeowner-in New Jersey.
It 15 not mecessary here to document the dlmen51ens of the.
eearlqg l@cal preperty tax levys it has been very eloquently»
set forth in the Sears Rep@rt Clearly interwoven with the

. heavy property tax burden 15 the 1mcrea31ng dlffleulty which

many of our mun1c1palltles are experlenelng as they attempt
' to finance rising demands fer local publlc serv1ces threugh
‘the pr@perty 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 County and Municipal Govelnment Study
vCommiSSion which in 1968 obsexved - "New Jersey is in
'desperate need of a better allocation of the fiscal and
governmental responsibilities for the piannihgd financing -
and performance of the functions and services provided by
its local government $ystem”e : Cg
Gentlemen, the League, therefore, gives its full B
endorsement to the obﬁectives of the package which will
reduce the local pr@perty tax burden by shifting the
responsibility of finencing certain basic public service ;
costs away from municipalities and counties and assigning |
them to the State. Igam referring specifically to the costs
of ldcal educétienﬂ the eosts of the county court system and
the remaining costs Qﬁ local and county welfare programs.
The League. has end@rsed State assumption of costs of these
services in a number 6f resolutions in the past. It seems
that the court has sp@ken in the Botter decision making !
state financing of educatien mandatoryo 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
a dramatic reassignmeﬁt of the responsibility for financing ‘ i
the services outlined ab@ve to the State and Lhereby
bringing long~overdue tax relief to the iecal property owner,
it is conSigtent w1th‘g0als which have long been sought
by the League of Mun1c1palities@ :
The League, as a statew1de Organizationﬂ however, is
not presently in a pOSlthn to make a policy statement on the

matter of the State financing its newly acquired fiscal re-
sponsibilities. The menue source contained in the package |
is, of course, the gréduated personal income tax. Since the
collection and administration of an income tax is beyond
the purview of municipal government, we are not addressing
ourselves to that quegtien at this time. And I might say,
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1parenthetlcally, I deubt that the Leagle w1ll ever be in - ©
a poeltlom te teke a pes;tee en the 1neeme teer There is
'fju@t no. umanlm1ty ef express1eﬁ in thac areeac ) O

' So much fer the general ebjeetlves whlch the Leaguev

.supports in pr1n01plea Turnlpg now., te seme ef the spe01f1c
”'bllls which have been eemeldered by the Tax Study Cemm1ttee,3
‘ let me relterate ‘that theee mee@ures have not been rev1ewed _
: by the League ae a whele fer the reaﬂens 1ndleated earller,

o Theee comments sheuld net be C@uSldered as a final

"deflmltlve Statement, 51wee our lelVldual cemmlttee membere[

are Stlll cens1der1ng the techm*eal lmpllcatlen ‘and appllca~

ﬁiftlon of the lengIBtIQHm The Cemmlttee ‘has dlrected its-

attention to tax bllls whleh dlrectly affect local gevern—'
ment@ We have not censldered many ef the bllls whlch would

'_ﬁaffect State tax1ng pellcy and admlnlstratlon@'

The Committee has no cemment to make at thlS ‘time Ry

T'en the. State Scheel Fundlng Act, the Censtltutlonal amend- '
_ment prev1d1ng for a. State Property Tax for Scheels and '

related bills. The League has emdersed State flnan01ng of"

“educatlen, as I 1ndlcated earl;u,ero

Here, agelno let me lnterject at the rlsk of

”“repetltlen - Saul Wolfe has already expressed many of the v
'theughts we have with respeet t@ SpelelC bllls and I w111'

take thls as ‘a warmlng never te 1mv1te hlm to anether "
meetlng at which I pre51de - he stele all my thunder here°
' The Cemmlttee has glven seme eenelderatlen to

'fleglslatlen affectlng eeumty tax beards and prev1d1ng for

the. establlehment of a New Jereey Tax Ceu,rto Assembly 1264

leetabllshes quallflcetlene for members ef ceunty boards of

taxatlen@ - We fever the pr©v181©m requlrlng ceunty tax ‘._

‘board members to be quallfled and to have knewledge and .
fexperlence in matters eeﬂeermlpg the valuatlen and taxatlon ' _
of prepertya Heweverd we belleve the bill sheuld be amended Qi‘ 
-te previde that sueh tax b@ard'members eheuld be requlred to

take and paes the examlnatlen eurrently requlred fer the

”certlfleatlen ef lecal aeeessers@' Sueh examlmatlen should
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be taken and passed wﬁthin one year of the effective date
of the board members”;originalvappeintmenta In the event
that a new tax board member fails such certification, he
should be prohibited ﬁrom serving as a member of the tax
board and not be eligﬁblé for re-appointment until he has
 properly qualified through examination and certification.
The League strongly endorsed the certification of local
assessors and we bellgve that county tax board members
" should be at least asiqualified as local assessing officials.
Assembly 1265 @rgvides for the standardization of
regulations and prmcédurea governing county boards of taxation.
We favor this particuﬁar amendment; however, we object to
‘deletion of material dh line 2 of paragraph 1 wherein a
board is not required %o:keep'a full record of its proceed-
ings. We believe that?this deletion is contrary to the
Sears Réport‘and urge,khat the present statute, which
?equires'a full reaord&of proceedings, be maintained.
Assembly 1303 provides for the assumption of costs
Qflcounty boards of taﬁatiom by the State and we have no
&bjectidn to the amendﬁents contained in that bill.
Assembly 1263‘provides for direct appéal of certain
assessments to the Staﬁe Tax Court. We suggest an amendment
in line 5 of paragraph 1 so that any taxing district which
feels "aggrieved" may éppealm The present law allows the
Eaxing district tO.appéal only if "discrimination" is charged.
From experience, it has been shown that many appeals by |
.the taxing district ar@ denied because of being restricted
to "discrimination". _
) The League, as; well as our Committee, has supported
the establishment of a State Tax Court for a number of
years, such Court replac1ng the Division of Tax Appeals.
We have no further sta?ement to make on the Tax Court at
~this timé, since we cahn@t determine which tax court bill
is being considered by the Legislature. One of the
- greatest deterrents t@ equity in the administration of the
property tax is the slowness in Lhe app@al pr@weduxee This
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‘delay works a hardship.-on the aggrieved:taxpayer as

well as‘the~remaining»taxpayers in the district appeal-

ing a decision. We, therefore, reiterate our support for

a new:agency‘to expedite the handling of appeals on the
- State level. : . . o R ‘
_ .. Several bills deal with the principle 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.preéerves and Green Acres areas.
At the present time there are. a number of piecemeal pay-
ment in lieu statutes on the books and their implementation
has often been unfair and discriminatory. In several
Conference resolutiQnS, the League has supported the enact-
ment of bayment'innlieu statutes for state and county owned
properties. , _ _ ‘
Assembly 1274 provides for taxation of certain
county properties and Assembly 1298 provides for in lieu
»payment_byvthe.statea_ We strongly support the principle
of both of these bills: however, we are opposed to "
paragraph 5 in each bill which prohibits the right of appeal
by either party to gquestion the director's determination

of the in lieu tax payment. Appeals in both bills are
limited to typographical and mathematical errors and we
believe that a general right of appeal to the tax court .
should be provided in these bills.
| .~ Our Committee has not taken any action on
 Assembly 1300 and Assembly Concurrent Resolution 111, the
accompanying constitutional amendment. These bills would
provide for an option to 10 of our urbanized muﬁicipalitiés
to adopt a system of site value taxation, under which land
would be asseésed at full value and improvements at 50% of
 full value. We understand that several of our large
municipalities, as well as the State Bar Association, view
~such a procedure with alarm. At this time, we believe that
not  enough is known ab@ﬁtgsit@.valuéitaxati@mxand'it could
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actually accelerate abahdonment of pr©pe£tV in‘0ur urban .:
01£les, we feel. Thls proposal should be studied care-
- fully by the ten communltles which would be affected by 1t@
Even though such 1eglslat1@n would be optional, the 5
yvear period for 1mplementatlon, and the ensuing 5 year
-period for abandonment of the procedure, could well ﬂ@nfuse
‘the assessment admlnlstratlon in . a 1arg@ munlclpallty for a
decade or longer. 'i‘ | ' |

Assembly 1261 WOula impose a property tax on

mobile homes. The Leaghe has: long end@rsed this proposal,

since mobile homes are being utilized more and more
throughout the State t@ house our: 01t1?ens and we see no
equity in allowing such type housing to escape property
taxation. This bill WQuld also allow a senior citizen
deduction to qualified ownersfgf-residential trailers,
0bv1ouslyd we support thls@

, Assembly 1268, the prop@sed amendment of the
Farmland Assessment Act whlch would requlre gross sales of
$500 pex year plus an . average of $5.00 per acre and an
average of 50¢ per acre 1n the case of waodland and
wetlands for each acre over 5, meets with our reluctant
approval. ”Reluctant" being b@rn of the fact that we
don't think it's suff;clently;stIQngi we think the
additi@nal'earnings réquirement should be somewhat higher
than that° ‘ ' '

The bill ShOUld be amended however, because
during the twelve publlc hearlngs conducted by Task Force
"a" of the New Jersey Tax POllcy Committee, one area that
received considerable. adverse cr1t1c1sm was the Farmland
. Assessment Act, in thaty in its present form, land :
speculators receive a tax w1ndfall at the expens& -of the
‘homeowner. In an- effart to camrect this condition, the
Tax Policy Committee recammended a change, as found ,
listed under ”ellglblllty” on page 39 of Rep@rt No. 2,

which would require that the owner recelve at least 25% Of

- his gross income from the falm;gperatl@no_ This change is
a0 ,
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patterned after the Texas'Farmlénd“iawm*"BeIieviﬁb

that this is one of the outstanding 1morovemcnts recom-

mended by the Tax Policy Committee, it is earnestly

‘requested that it be inserted in Assembly Blll 1268.
‘Additionally, it is our oplnlom that the Sears

Committee recommendation 1ncreaq1ng ‘the" roll—back from

thrée to five years should be part of this bill.
Assembly 1269 would impose property taxes for

" municipal purposes on‘r@gionaW school districts. We

“believe this is a worthwhile amendment and’ urge consider-

" 'ation of similar treatment of any reglonal fa01llty such

' as sewer plants, water systems, etc., The burden of having
a reglonal fa01llty located within 1is boundarles should
not fall upon one mun1c1palltym

“Assemnbly 1299 establlghe% llmltatlons on property
tax levies for county, munlclpal and oChOOl purposesm We
" suppoxrt this blll but here again we can See ho equlty in
denying the right of appeal, except in the case of
arithmetical'Or.typographicaliefrors, We suggest that
- paragraph 8 be deleted from the bill. | o
| Assembly 1257 would increase the tax on personal
‘property used in business from $1.30 to $2.00 per $100 of
taxable value. This is the recommendation of the Sears
Committee Report and We'support‘this anendment. We believe
“that some confusion could arise in the administration of the
- other amendments contained in the bill. ' The taxation of
apartment house kitchen appliances such as refrigerators
' and stoves comes to minde"If'Such'itémSVWere'to‘be con-
sidered as personal property, admlnlstratlve difficulties
would occur when applying the capltallzatlon approach to
apartments or houses, for exampla. Individual alr con—
ditioning units in such aparbmepts would also be treated
as personal property when for tax purposesg tney are
presently an actual part of the 1mprovement. We would
- prefer an amendment to Assembly 1257 llstlng items which
should be considered as "pe rsonal property" rather than
listing items which should be considered as "real porperty"
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as is currently cantalned in the bill. .

The Commlttee has a comment to make w1th respect
to Assembly 1301 and 1302 Whlle somewhat complex, these
bills appear to deal Wlth the surtax on the excess gains
resulting from the adéption 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 g@ing to the municipalities.

Another imporﬁant pr@posal on which I would like
to comment deals with the appointment of district assessors
- by the State Director of Taxation. While the bill to
implement this particdlar procedure is not vyet availablef
the League Tax Studyléommittee addressed itself to the
underlying concept. We are opposed to the creation of
assessment districts and appointment of assessors by the
State Director of Taxéti@n as proposed in the Sears Report.
We believe that there}are adequate statutes on the books
providing.for vcluntaﬁy congsolidation or the creation of
joint assessing districtso The assessors and other
local offidials_soughé 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 scene. If
an assessor is properiy trained, qualified and certified,
we believe that the statutes will be enforced equitable |
for all taXpayer85 iﬁ discrimination exists, there is the
right of appeal, and if administration is of poor quality,
outright removal of tﬁe‘assessor is p@ssibleo

Gentlemen, that concludes my prepared testlmony,
but let'me add just one note before you throw any
guestions at me, and thlS is in the form of a persanal
observation, strictly personal ~ as Saul said, "Russ
Wilson personal”. |

I am extremely sympathetlc to the views expressed
by the very first witness this morning, the gentleman
 from Princeton. The Exempt Property btudyvCommlss;on,
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which was so ably chaired by Assemblyman Apy, ‘introduced
a very comprehensive report on exsmptions. That report
appears to have been substantially overlooked by the
Sears Committee 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 Vreeland.
ASSEMBLYMAN VREELAND: I just have one dquestion.

- The recomméndation on the farmland assessmént, which

would regquire that the owner receive at least 25% of
his gross income from the farm operation in order to be
eligible for the farmland assessment - I'gather that's
what you're saying there. '
- MR. WILSON: Exactly.

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 recommendation as that -=- it would

throw out an owner then who has a farm which is being

farmed by somebody else. -

MR, WILSON: I suppose that would be the effect.
ASSEMBLYMAN VREELAND: Now I happen to have a

faxm which is being farmed by my son so, therefore, I

would not be eligible, under your proposal. I don't

‘agree with it.

" MR. 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're right, but I thought

‘you recommended it.

MR. WILSON: The League is recommending it in
this sense - the League is concerned with the potentials
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for speculation, the épp@rtunity for speculation which
is now being exercised by many large corporations,
~and we're talking about railroad companies and steel
companies, companies @f this kind. These were nbt the
original intent of the Farmland Assessment Act,I agree.

Now it could be that¢w1th@ut stepping on the
toes of gentlemen who mlght own a farm being legitimately
| farmed by relatives ox by tenant farmers, there could
sfill be a way to avoid this speculative element that
has now crept in. i

ASSEMBLYMAN VREELAND' Yes, but not by this
recommendation. | ‘
v MR. WILSON: Perhaps this could be modified.
Our basic intent is td 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, Assembly 1300
cand ACR 111, I'm wondéring really - I know that there
are questions raised about the value of it and the
consequences, but I'm wondering really what the harm
would be in giving thése towns the option. You recognize
- that it is an option, in your statement.

MR, WILSON: Ch, ves.

- ASSEMBLYMAN APY@ Apparently, they seem to feel
that it would help. Isn't this sort of an experimentation
that perhaﬁs you,shoula givé .to the local areas, such as
this, this power to exberiment and perhaps they can help.
themselves. Now they may experiment and find out they
have‘made a mistake and ultimately we're going to have to
.pay for it. That's pait of the'prablem@ But isn't it
primarily for that. ;

o MR. WILSON: I& would take ten years to correct it,
if they do. Z_
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, actually, Mr. Apy, as you
very well know, site value taxation has been expéerimented
with in this country, in Pittsburgh and in California,
and more particularly in New Zealand and Australia, and
'the results have not been at all impressive. I
personally have visited with the representatives from
the George School, for example, who are exponents of this
particular form of assessment and, while they claim
tremendous things, it just has not developed that way.
It is an area where experimentation, further experimené
tation is perhaps essential. And, as you point out, to
make 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 this. He'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 position,
" 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.

MR, WILSON: Co slowly on it, at least. |

ASSEMBLYMAN BEDELL:_ Thank you very much, sir.

MR. WILSON: Thank you.

 ASSEMBLYMAN BEDELL: Mr. Charles DeFoe, New
Jersey Retail Merchants Association. ’
CHARLES De F O E: 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 members of the NJRMA approve the basic
conceptg_gf the Tax Sﬁudy Committee. recommendationss and
believe New Jersey mu#t alter some of its current taxing
. methods, we do take e%ception:to some of the pending
legislative pr@posalgiunder consideration by this Joint
Committee. .

New Jersey retailers for the last six years have
strenuously objected ﬁo the unfair and highly discrimina-
tory Retail Gross Receipts Tax. Since this tax was '
enacted in 1966, we have continuously appeared before
the, Legislative Tax Committee and protested this unfair
tax. The Retail Grosé Receipts Tax is not a tax in
lieu of some otherxr taﬁ: it is . a special tax imposed only
upen retailers of this State. Retailers pay all of the
other taxes paid by Néw Jersey businesses, but then are
called upon to pay this one additional tax. Retailers
don‘t ask, nor do they,expectfany special services from
State or lecal government, yet we are asked to pay the
speéial tax. ‘ ” , ‘

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

The special bdrden that is imposed upon retailers
by the Retail Gross Réceipts Tax is all the more com-
pounded when one sits%down and calculates the tremendous
costs that the retailers of this State suffer in serving
as the unpaid tax colﬂectoxsof the Sales Tax for the
State of New Jersey. We have authoritative studies that
indicate that it costs New Jersey retailers some $15 to
$20 million dollars annually in additional administrative
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costs for collecting the sales tax and remitting it
to the State. I would point out, 6fvcourse; that the
sales tax is currently the State's 1argest revenue
producer, I would also point out that in bettér than
20 of the 45 states that impose sales taxes, the
retailer is granted a form of vendor dlscaunt on his
sales tax collections as a partial offset to hlS‘
collection costs. In no state, whar@'%hey‘ré’aé high as
3% even, do they begin to cover the cost that the re-
taller suffered. 1In New Jersey we're not even granted
this. L " .
"~ Because of the caomplete absence of any justifiable
reason for the Retail Gross'Receipts Tax ever being en-
acted, and whereas we are suffering in other costs, such
as donated services to the State, we certainly feel that
" the Retail Gross Recelpt Tax should be fully repealed
immediately. ' A
Previously I stated that our Association takes
exception to certain measures that are before this
. Committee and I would like to call your attention to two
of them. | R
’ We feel that the proposed Excess Gains Tax is
going to be a tax, if enacted, that will be 1mp0551ble to
administer and highly unfair to the New Jersey bu31ness
cemmunity. Additionally, we note that in the leglslatlon
setting out the proposed Excess Gains Tax - Assembly Bill
1301, the Retail Gross Receipts Tax is one of those
taxes used in the formula for arriving at what total
Excess Gains Surtax a business might be'subjéct. We
feel this is most discriminatory when you look at the
fact that there is legislation pehding 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 vet that tax is not calculated in determining the

Excess Gains Tax.
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By the way, Tzwou]d like to point out, that
retallers do pay and will cantlnue to pay under any
p@ndlng legislation sales tax on their purchases of
equipment and machlnmr@@

Because of thQSc two jmequltles that I hav9 cited,
I think the Excess Galns Tax becomes all the more detri-
mental and would be more difficult to live with for all
of us. | |

The members of our Association also would like
to echg the statement$ of some earlier witnesses here to-

day goncer

ving the site valuation taxation principle.

We're adiised that in the city of Pittsburgh, Pennsylvania,
where such an assessment method has been employed for
some time there had been no demonstrated benefits to new
construction while thére has been some concern over
propetcy ownership. We would urge that this Committee
not ;ecommend any action on this particular legislative
approach at this time until there has been a greater
opportunity 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 Jersey Retailers,ﬁay all the business tax imposed
on all businesses in New Jersey and, I assume, will
shortly bevpaYing some 70% increased corporation net
incomé‘tax, a 54% increased business personal property tax
and receiving little,;if any, real property tax reduction.
And also, we will con%inue to serve as the unpaid tax
collector for the State. And if you leave that provision
in LBOlg in caluulatlng the excess gains tax, we will
also be continuing to pay the retail gross receipts tax.

a revision in the State’'s tax structure is very

- definitely needed, and we hope that the revision will

be achieved, and3we hope those revisions will be
equitable to all citiéens‘including the retail merchants
of New Jersey. == = ‘

Thank you, geﬁtlemenn

ASSEMBLYMAN BEDELL: Any guestions? (No guestions)
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I want to thank you very much, Mr. DeFOe,.er
a very excellent presentation. Thank you, sizr.

Professor H. Peter Gray, Rutgers Council,
American Association of University Professors. ,
H. PETER G R A Y: Gentlemen, good afternoon.
My remarks: in general support of the tax propcsals will
be brief. My written statement will proﬁidelany greater
elaboration that may be needed. ’ ‘

My name is H. Peter Gray, Professor of Economics
at Rutgers, and I represent the New Brunswick Chapter
of the American Association of University Professors.
However, the views that I present here cannot be
attributed to AAUP in every detail. o

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

Is the genéral level of disbursement appropriate
for the State? And I take the position that there is
a prima facia case that the general level of disbursement
by the State of New Jersey is less than optimal and,
therefore, some significant 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 incomé tax and that we should be
able to shift some of this burden to other states. It
has long irked me that pecple who go and work in New York
City pay money to Rockefeller and Trenton doesn’t get
enough of it, if any. o

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 peoints
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that arxe not in my stat%ment cn the comments by Mr.
Goldberg of thw State Barx Association. ,

On the genelal basis. I would agree with Mr.
Goldberg's point that the savings in administrative
detail probably outW@igh the virtue of a show of state
sovereignty that seemé o be one of the main reasons
for oppesing the piggybackbappr@ach. I would, however,
draw the attention inthe Committee to the fact that
the Federal tax system is by no means as progressive as
the rate structure makes it appear. As a source of
study on this, there has guite rac@ntjy been done a study
by Dr. Peckman of the Brookings Institution which was the
Presidential Address to the American Finance Association
last December, and iffyou would be interested I cduld
arrange for copies of this to come to the members of
the Committee, 3 . | -

It shows @ffpétively I think, that the dégr@e of
progressivity in the Federal syst@m is minimal on the:
personal income tax 31deo ' o

o And T think a third point to make on the subject
of.piggybdck is that there 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 legislatidn - with at least two farmers on the
Committee, I hate to ﬁse the term "a pig in a pcke" but
it does seem to me thét we don‘t know what is going to
happen in Washington in the next five years and some |
allowance would have Eo be made in legislation for the
New Jersey legislation to be flexible enough to cope
with the éhanges at tﬁe Federal level.

And finally, I would like. as an Economist and a
registered Democrat, ﬁo take issue with the opposition
to the package by the;State;AFL-CIO on the grounds that
the excess gains tax is to apply for only three years,

‘Technically., the problem in any tax measure which

redistributes the bas 0 for taxation from a property tax to
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an income tax., is to prevent windfall gains from
acwruing to property owners. It is also 1mportant
‘that existing businesses should not be penallved by
paylng higher effective tax rates on thp pr@perty - that
is, tax plus excess gains tax - than dre new businesses.,

The AFL-CIO seems to hava Qvarleaked the pr@ssures of
competition which work upon all econ@mlc units and
which will ercode over time the ablllty of any business
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‘cglleague of mine from Rutgers,
Newark, used the words "stroke of genius® - I'm not
as lavish in my praisé as 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. T hévelno quarrél with
_threegll‘dcnit object to two or four or even fi§ep But
it does seem to me;that the AFL~CIO has Qverlogkedythis
idea that'campetitionvwill work upon the windfall gains
or the potential windfall gaihs, and that it is impractical
to impose any type‘of excess gains'tax ih 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. However, 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.
Competition is not perfect but it does wgrk effectively.
And, similarly, the resolution of epposition by the
AFL-CIO seemns to have @verlooked the pragmatlc problems
of enfoxcemente » ‘

That, gentlemenﬁ is all I have to say. I would
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commend the comments df the m@mbvré of the State Bar
'Aﬁqerlatlen here thl mgrnlngg I think the Leglslature
has an arduaua job to dO and I wish you luck
J ASSEMBLYMAN_BEDELLg Thank you. sir.

Are there any?questians? (No guestions)

Thank you aqaﬁn sir. '

MR, GRAY: Thank VOou .

ASSEMBLYMAN BFDELL, Ruth Ford, New Jersey League

of Women therga ‘
© Mrs. Ford, : I mlght interiject that the Committee

is gompletmly aware of the League s posltlonAv We've
heard testimony from several members of the League and
we certainly do not waht to diminish your opportunity
\‘to speak at all, but W@ would the that you do your best
‘td'ampllfy those areas that you think 1mportant becauee
we are aware of the League s position.
RUTH F O R D: Thank you. I do intend now to give
the offxc;al League #ebtimahy which will be different
from that given by 1nd1v1dual League members who testified
‘as individuals on the ba51s of their own study of the
Tax Policy Committeé‘s?Report and on the basis of the
‘League's summary of thé Report.

ASSEMBLYMAN BEDELL: This is the official position
of the New‘Jersey League of Women Voters.

MRS. FORD: Yesg that's correct.

I am Ruth Ford; a Director of the League of Women
Voters of Néw Jerseya 3The League appreciates this oppor-
tunity to present 1ts'@fflc1al testimony in favor of the
Governor’s tax reform leglslatlonm

I will not burden vou with a long recitation of
th@ League's twenty years of éffort to g@t a fairer and
more adequate tax strugture for New Jersey. The state- '
'l@cal tax structure has been allowed to dévelop‘withoutb
plan or purpose other than the expedient of baléncing each
recurring stéte'budget%w and minor measures to relieve the
property tax burden. |
' 82
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And I mlgh* in enjﬁct Hexeﬁ parenthetlcallyﬂ

that the minox m@@aureq I refer to QO COnot tute the
whole of ‘the yleld of the gales tax. As w% qee 1L‘

aid to local munlclpawitlﬁs, counties amd sc ﬂOQl dlStrlCtu
has increased since the enactment of the sales tax by
more than the total yield of the sales tax. I think

this should be noted since often testimony says that
they den'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 other words, the taxpayer would be paying one-~half
billion dollars more in property taxes if the sales tax
had not been used for this purpose.

The Leagup thinks that this compllcated 1ndus—
%rlallzed society has reached the end of its ability to
flnance essential services with a tax structure that
relies so heavily on regr@q51ve and 1nelast1c taxes -~
particularly the property tax. I wnuld remlnd you that
in this state incomes under $3 000 bear nearly four times
the relatlve tax burden that 1ncomes over $25 000 bear.
,Such a tax is not only grossly unfalrﬁ it is underproductive.

The Tax Policy Committee's program for tax reform,
released in Februaryp comes close to fulflll;ng.the
'League's high hopes for a'prﬁgram of fair andvgdéquate
taxation for the State of New Jersey.“And_severgl bf
the reservations the League had about the Commiﬁteeﬁs
recommendations have since been answered satiéfactorily .
in the Governor's Master Plan for Tax Reform. I will
touch on some of these in responding to your request to
f@cus testimony on certain sp901L1cs of the ]eglslatlon.

' The State's assumptlon of the major costs of public
schoolsi welfare and the Jud1c1ary plus the urban block
_ grants, constltute an eminently reasonable means of
IWQharply reducnng property tapr and remav1ng the prlmary
pr@ssures for their re- escalatlen@ 'The“prqpaged statutory
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limitations on county 2nd municipal pxonerty tax in-
creases will DIQVlde an added and necessary restralnte

In urban .counties such as Hudson and Essex, the concluSWOn
seems inescapable that property tax_rellef of this magni-
tude heolds ocut the onl& hopebbf reversinq the’exodus of
business and 1ndustry and @ncouxaglng necessary prlvate
renewal. o

The proposed graduated personal net 1ncome tax
W1ll bring a substantlal degree of progressive balance to
the tax structure -- ailong overdue 1mprovementg If the
proposed income tax were graduated as steeplywon incomes
above $25,000 as on lower incomes, the additiohal‘séo-SSO
million yield could bejused to reduce the regressive excise
vtaxes recently 1ncreased to balance the 1972-73 budqet,
Even with steeper gradations, the income tax would
' not be a burdensome tax, and most families would be better
i”off with the changed tax structure than they are today,

b_ This 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
supericr to a plggyback income tax, which is a percentage
of the federal tax. There is no point in repeatlng here
the many good reasons why this is true, which are cited
in Part V of the Report of the Tax Policy Committee. We
would Call attention, however,‘to the public furor over
the loopholes in the federal income tax, which it is safe
to assume the citizenséof 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'recom¢endeda The tax structure needs
more progressivity, not less. ' ._ -

And I would say, as an aside, that the efficiency
referred to in earller testlmony sometimes frustrates
'Slmple justlce to peopleﬁ whlch is our major concern,

I submit that the legal fraternlty is not entirely a

disinterested partyeinitax matters.

84




A net income tax makes allowances for size of
family and other individual 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
‘contribute 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.

The League of Women Voters believes that the public
is not reminded often enough that an income tax provides
instant fedéral revenue sharing. Through deductibility
on the federal ‘tax return, a state income tax yielding
$440 million would retain in New Jersey approximately
$165 million that otherwise would go to the federal
‘government., -

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

This is almost as much as the Mills Committee'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 and will favor states whlch have income taxes.

~ Opposition to the 1ncome ‘tax in the context of
genulne tax reform seems to me unfounded paranoia at best and
demagoguery at worst.

Concerning the $1.00 statewide property tax for
~=schoel support, while the League recognizes that it is a
state edition of the same onerous property tax which the
League and the Committee criticize as being regressive,
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neverthelags, even with~tha.$lw00 tax, the proposed

tax structure would be vastly superior to what we are
trying to live with tédayn The statewide tax does have
the advahtage of xaising some $9 million from industrial
tax havens, which havé‘not been contributing their fairv
share of the cost Qf.gchmols and other necessary services.
- While the League believes that such specifics as tax rates
are not suitably included ih a constitution, a constitu-
tional limitation may{be necessary to reassure the public
about possible future?legislative escalation of the
statewide property tax. _

We agree withlthe Governor's decision not to impoée
a tax on clothing'andéshgesﬁ

The Governorfs legislation to provide that tenants
receive a major part Qf the landlord's property tax
reduction seems fair ﬁo both tenant and landowners and
answers a deficiency ih the.Tax Policy Committee
recommendations. : '

Similarly the Covernor had provided a satisfactory
answer, we believe. to the problem of the excess gains
that healthy business énd induStry would realize from
property tax reduction; In high property tax rate urban
areas, a special provision of the excess gains tax would
exempt owner-occupied #roperty‘from the tax as an incen-
tive to halt the exodué of business and encourage private
renewal. i

We hope the coﬁfusion 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 inteﬁtiam to let the business and
Jandowner windfall go into effect after three years.

Concerning theépraposed $2,000 higher education
income tax deduction, ﬁhe League would point out that
such measures are more%beznef;i.f:ia].ir generally speaking,
to middle and uppermin¢ome families than to lower-income

families. Such a deduction may be politically desirable
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but it is one more example of the fact that virtually
every equalization measure designed to levy the cost of
necessary public services according 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, New Jersey and other school suppart
decisions emphatically stated.

At best, the proposed tax reform program for
New Jersey would convert a sharply.regrQSSive tax structure
into a somewhat regressive one. 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.mgdest>tax share of middle- and upper%
income taxpavers and thus tip the balance scale back in the
direction of greater regressivity. ,

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. AWevput
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 solutdon.

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 and 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 much. We
appreciate your coming here. | _

The hearing will now be in recess until 2 o'clock.

(Recess for lunch) |
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(Afterncon Session) -

ASSEMBLYMAN BEDELL: The final public’ heatring
of the State Legislative Commattee relating to. Lhe Governor's
tax proposals will now come to oxderw ’

I would like to just briefly explain that this
Committee is not here to expiain,,Criticizefor defend
the policy report ox 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 position papers. when you
are called upon to speak,if you have copies_madé,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 just a moment to say that legislators sometimes
ballyhoo the fact that they give more of their time
to individual efforts like'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 has been attending these meetings all
over~the',.35ate’ .and:ﬂ today is his wedding annlversary.
We want to thank him for his sacrifice today in being
with us. - _ |

(applause) ‘

ASSEMBLYMAN PERSKIE: Thank you. We have some
candy here. , o , " '
ASSEMBLYMAN BEDELL: May I also say before we
call the first speaker that we do have a voluminous
list of people who want to speak. While we do not want
to limit anyone's right to talk of»make comments on the
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subject matter befare;ué, please be mindful of the
fact there are others who want the same opportunity.
We-will stay here until%we have exhausted everyone's:
opportunity. § ‘
- The Committee w@uld liké to call upon J.
| Kenneth Hickman, Greater Newark Chamber of Commerce.
(not pxe#ent}

Mr. Joseph F. Sﬂanahan,’South Hunterdon
Taxpayers' Association. ,
JOSEPH F. SHANAEHAN: Mr. Chairman,
members of the Committeé, my name is Joseph Shanahan
of Lambertville and I am here to speak for the South
Hunterdon Taxpayers' Association on the subject of
the‘prapds@d tax reform package. Our purpcse in coming
here is not to give it éither a general endorsement or
general opposition. Thé>matter'is just too complicated
and its possible ramifiéations too far reaching to make
any such judgment on suéh.Short‘notice. We would like
to make specific suggesﬁions relative to particularx
pieces of legislation wﬂich are part of the package
and hope that some heed}will be taken by you gentlemen.
Since we are only a smail group in one county and do
not have the enormous statewidejmembership of the
AFL~-CIO, we cannot expeét the Governor to implore us
to get behind the tax réform proposal. From past
~experience we anticipate being ignored but we always
hope that we are wrongaj

The only thing ﬁhat we can endorse generally
is the fact that the plan is supposed to cut property
taxes by 40%. In our area it might come to 50%, so that
a pér&ém with a’$20$QQO§nonmimc¢me producing home who
now pays more than SlZOO@OO a yéar would get substantial
relief. So we have to go for this even if it means an
income tax. It'S’the'oﬁly game in town. We just have
to take the chance that the income tax will not take

it all back,and more. Wé'just have to hope and put our
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faith in you gehtlemen, When a mah is dylnq of fever
v'and the doctor packs him lq ice in a free21ng room to
bring his temperature down, it ls’no tiﬁe to worry about
hlm possrbly getting pneumomlao First'things come first.
We wou]d now like to address ourgelves to the
vmaiﬁ problem as we see it., and that is to keep the
property tax assessments down so that we can maintain
the promlsed tax relief. Here are our specific suggestions:
‘ In the Newark Star Ledger of 2 June the Governor
recommended that the State (onstitution be amended to
fix the State Real Estate Property Tax at $l;OQ per
SlOOQOOiof value. He then stated "This would be the
‘strohgest guarantee'pOSSible to you that the’State°
Government could not increase the property tax it
Jev1es@ , »
We are not as sure as he is, if we are talklng
about the amount of tax actually pald by a taxpayer,
The rate may not change but the assessment mlght@
If the proposed amendment 1s Assembly Concurrent
Resolution #110, we do not like the way the word
“value" is described ih it as "equalized valuation
of the taxable real property within the State." TIf
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
lncrease in paper value to the average property owner,
and 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 producrng property is
concerned be fixed for a perlod of at least flve years,
after which a maximum of lO% mlght be added to such
valuation. Thls would be a better guarantee that
property taxes could net be 1ncreased for at least

five years.. We also suggest that the same change be
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‘made to Assembly bill lé99 which has to do with the
local property tax limi#s and allows a local referendum
for any proposed increases. |
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 qualificétions
for membership on such Boards.  We are opposed to the
maﬁdating of attorneys as members of the Board, his -
expertise 1s as a lawyef, not a real estate appraiser.
>We do feel that an attoiney would have a role to play
in this area but in an ombudsman type of position
wherein he would represént the taxpayer and not the
Boaxrd. Since the whole?foundation of real property
taxation is based on a ﬁair-and‘relatively consistent
method of assessment,it?stamds to reason that a way
should be devised so thét an aggrieved taxpayer is able
to bring his complaint économically, conveniently, and
properly into the administrative channels. What better
way thanvto have a%lawyér assigned to each board to
act as a sowt  of publié defender who could intervene
in behalf of certain takpayers whenever a grave injustice
~is brought to his attention. And while on the subject
of convenience in this érea of tax appeals,we also
suggest that consideration be given to the passing of
legislation authorizinginight sessions for county
tax boards for all appeilants who desire such hearings.
It is usually a serious;consideration,for the average
taﬁpayer to sacrifice‘afday or a half-day's pay to
press his appeal in a héaring during business hours.
Finally, we wouid like to make cne specific
recommendation concernigg the adoption of a state
personal income tax which would undoubtedly be accompanied
by that immoral payrollideducti@n plan. Since it seems
to be inevitable, pleasé let it be of the’biggy»back“ type
with the state tax bein@ a percentage oflthe'Eéderal;u'
The State would simply use the Federal rules of exemptions,
deductions, exclusions,?and so forth, and then set a rate
4A
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to be applied to the Federal Tax. This should alsoc have
the added feature of being cheaper to administer than
a whole neW‘Pngramo' :

In the interest of saving time there will be
no summary but we will merely say that this cdnoludes
our statement and thank you for your interest aﬁd
courtesy in having heard us.

ASSEMBLYMAN PERSKIE: 2s I understand it Mr.
Shanahan, the comment you made about the county tax
boards having night hearihgs wouldn't require legislationo
T think that is Wlthln the purview of the county tax
boards now. ' ‘

' The only other thing I really wanted to note
was that if there is any taxpayers' group, from any
county, that doesn't have to worry about its voice
being heard in the‘Leglslature,I think it would be
somebody from the County of Hunterdon. -

' ASSEMBLYMAN FORAN: I'll take that as a compli-
ment to myself. ' _ - S

MR. SHANAHAN: Then perhaps I should say -
the night hearings shauld be mandated because Iudob“t
think you will f£ind any county board 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 Mr. Herbert Starkey, Director
- of Research, NJEA. » | o
S. HERBERT STARKETY: I am'sS. Herbert
Starkey, NJEA Director of Research, representing the
New Jersey Education Association. I regret nbt hav-
ing a prepared statement. I am very}busy right'how/
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 iﬁ certain bills that concern
‘education. _ ' | o

Our association is on record endorsing with certain
conditions the tax refoﬁm, the income tax, and in general
the tax program. I would say the Major groups in the
education area, includiﬁg school boards, superintendents,
parent—-teacher organizaﬁions, as WQll as the profes=-
sional teachers,»probabhy see eye to eye infterms of the
major advantages of taxyreferm After all we do have
a court decision hanglng over oﬁr heads.

We do have a genulne concern for a very serxious
gquestion. How much revénue from these tax bills will
be available for this dﬂstribution of the full cost
responsibility of curredt operating expenses? This is
a crucial guestion. Itiis one I hope you have the N
answer to beforé_the bills are cfompleted° We are
most appreciative of the?problems of drafting this many
bills, having it ready ﬁn a rush, and I would be the
last one, I think, to cﬁiticizefthe possible small
errors and technical coﬁrections that are needed in
many of these bills, ;

It is vexy'abv1ously a super human job to draw
all this together in such a short time. Therefore, ours
l$ not criticism but just questlons which we hope
you will help have answared before the package is completed.

A-1272, which is the responsibility, I believe,
of the Assembly Education Commiﬁtee, was referred to
this morning as a two billion dollar appropriation
item. That is a lot of moneya And if it is that much,
and we agree it probably is, then it has to be done
carefully. You can't aﬁpropriate money you don't
have. The question then is, is there revenue to
balance that kind of d:Ls“d,:r;L]ou*E:J.on’J

~ Our concern 18,41f there 1sn°t,‘wé'don°t have

any alternate if this_péckage‘gdes through. I worked
in this g;éa on the Dumont State Aid Act of l954 and

GA
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I have worked on all the ones since that time and
everytime it was difficult 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's
educatioﬂ, whether it is high quality., average, or
low, it is in your hands - it won't be in the local
property owner's any longer. It is a serious re-
sponsibility and we are sure you are equal to it.
OQur question first is in'réference 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 was raised about dedication. We
are not raising a question on that at this pointu ‘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 ih 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 tlrough - or none of it goes through - and
the court decisions are saying, "no local property tax,”
the only place left that we know of is‘a state property
tax for all of education, and yvou couldn't 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. . o | |
| 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, conld be dangerous, It would
be uncertain if we are ghing to have to depend on -
property taxes because o? court pressure. ,

. Now on Assembly boncurfent Resolution 112, and
I'd like to take along wﬁth:thatfbill 1299. which imposes
tax ceilings:?my majot thstimony‘is in this area of
tax ceilings ~ it appear? to us to have a double
standard‘ mne standard fht mun1c1pal:tles and counties
and for some reason, whlch I am not clear whv, a dif-
ferent standard for boards of educatlon and school
funds.. In all three areas there is a provision for
exceeding the ceiling. @t'meane going to the people-
on a referendum. What we can“tfunderstand is why
in section, I believe, 7L whieh‘is'the.ceiling for
county and municipal purboses, it is simply a majority
vote of those voting at e'referendumm

Back in Section B‘.We have inserted as a minimum
the number of votes casr\at such referendum shall ‘equal..
at least 15% of the total number of votes cast at the
preceding  election. We don't understand why this -
appears. - The situation 1s the sameo If the people
wish to vote a higher tax upon themselves it would
seem to be their rlght so why the dlstlnctlon7 We would
oppose any minimum. Iti;h a new prlnnlple to enhance
non-Voting and say that ell you;have to do to cast
a ballot is to stay home:' But that is what you are
doing if you have a mlnlmum in thereo _

I would like to mentlonmm Thls is not a
criticism or opposition in any wey but I'd llke to
mentlon a little research we were doing that I think
even the League of Munlc;palltles and countyvgovernment,“
groups wauld be interested in. In 1299 the'method of
determJnlng the ceiling 13 to take the average equalw
ized valuatlon taxable for three prioxr yearsei I have
" checked over a few places in my own county of Mercer,
like Ewing Township whene I l;ve, Morris Township, “and

I checked Madison Townsghip, and it is my belief - and here
- . B8A




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 communities " you eould
have a difference of 25% in the rateables yocu 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 ha@e a problem here
that isiin ACR #112 - and that is why I am bringing it
up here - and that is the question of the opticnal
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 $l,OOO 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 tnat $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'shrinkingﬂevery year and bringing it down to
the average. ' ‘ ' | |
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T don't want to;cmmplicate‘what we are saying
in the Educaticn Committee and get you involved¢but 
my concern is this, whyfis thatldistrict at $1,2007?
And the answer may not Ee guality; it is in what part
of the State it is. wp€believe:%haf the best wav to
take carg of cost of llVan differences and cost of
services differences is going to have to be, until we
perfect the data we neeq for be¢ng‘more,objectlve, throﬁgh
leeway. We might be sajing’to a district in Northern
Jersey, where costs areégreater; where the teachers
quality may be betterf«ﬂhey are buying teachers at the
top of the scale because they'want.experiencedVpeople.m
we may be saying td_thaﬁ district, "you have an inferior
education' because they éan“t govabove'that point, $i,200
‘without a referendum. What we are saying is,this,;." |
couldn't that be changed to a pércentage above thejv
standard of 20%, that ié what $1,200 is, and that they
can stay there at 20% above the State sténdard° That S
like a millage allowing somecne to vote themselves a
10 millage over the standard as long as it doesn t |
change. . So we are asklng that you consider thate We
will be talking to the qucatlnn Committee along the
same lines on that po;nb
I have one other point I think should be
brought up and that I think is all that is necessary
except to answer your questlons, We appreClafe
that between now and the time your Leglslatlva sesslon
is over the biggest job of all lS matchlng revenue .
with need. I am just ralteratlng our concern that this
time and from now on if %his paékage is moving then
the gquality of educatlon in New Jersey won 't be
conditioned primarily by the local taxpayer: it is
going to be in the handswof the Lomm1551oner of Educatlon
‘and the Legislature whoiare going to apparently set
the standard quality.> Wé hope you do ds good>aﬂjob
as the local school boards and taxpaYers'have ddne
in the last 20 or 30 years. ' .
| . 10A
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I don't think I have to apologize for the

‘averade educational level in New Jersey. New Jersey

has, and always has had, on the average, good  schools.
The only sad thing is there are toc 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 is inequitable

and cannot be tolerated, I would say that provided--

1 feel this way, that much of the difference in cost,

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 more‘equitable;than it is now.

ASSEMBLYMAN PERSKIE:,. All: .r’ight\_;. L Ioam. éoncerned
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‘wQuld-
call, the higher caliber schools. I wonder if you can
give me any reaction - if you 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?. a ' ' o

MR, STARKEY: I wouldn't predictg it is a
different kind of election than we have had before.:
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- ASSEMBLYMAN PhRSKI Thls whole thing is a
Whole dlfferent ballgame and we need as much information
as we can get. , .

MR, STARKEY: .I§feel this way, if you allow,
according to my testimony, a district that is now 20%
above - I am not necessafily saying the quality is
- better becauge of the 20%, it may be that is is just
costing that much more to produce the same quality, .
but if we could permit that 20% to be maintained
without a referendum and only réquire referendum if
a district tried to moveﬂ say, to 25%, or some higher
percentage. I .think, then, that the districts that
are above in quality wili stay ﬂherea I think we are
worried about it, though if it is a ceiling of a
doliar amount, in which the difference is going to
shrink to zero. f : . _ -

ASSEMBLYMAN PERSKIE° Do you feel that that
klnd of a program would tend to 1mpede the extent
to which the hlgher callber schools would continue
to search for even hlgher quallty°
‘ MR. STARKEY: I don t thlnk so for this reason,
we are saying to the dlstrlcts below the State
mandated figure that they may come up to that figure,
~and are encouragéd to doiso, at the rate of 20%, say.
per year. I am sure that if they can do that, the
wide disparity in salarles, let's say, in. Southern New
Jersey and Rural New Jersey and the Northern part will
begin to be eliminated and I would thlnk in terms of
being able to seek experlenced quallty trained people,
ﬁhey may be able to attract them much better. In fact
it would be much more attractlve £Om |

ASSEMBLYMAN PERSKIE" Are you saYing then this
wculd tend to increase or decrease the extent to which
the availability of hlgh,callber‘teachers would tend to
be reflected in the sala&ies? - In other words, if there
are more high;daliber teéchers attracted because of

the increase at the bott@mvof the scale, what will this
' | 12A




do to the schools that are now paying a very high
rate? Won't they have to increase just to keep what
they have? | ' - o

: 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 £ill 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. STARKEY: Not if you are assuming‘there is ..
an-ample supply of teachers, and I think there will
be. o A ' ' '

ASSEMBLYMAN PERSKIE: Thank you.

ASSEMBLYMAN MANCINI: Mr. Starkey. what has been
the increase, roughly, during the past 5 years on the
éverage for per pupil cost? - In other words, reflécting
on the 834 dollars, or what have we, webactually do
not know what this figure will be if this program is
implemented in l974,'but,can&just_ragghly guess. ,

' MR. STARKEY: We have done work in that area
and I think we can give vou 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 '71-'72 - the figure of $842 is preﬁtyaccurate;
in '72='73, I'd say a little over P00; in '73-'74, which
is the year I think we are talking about, 'I would say
again the present cost, using that same method of

weilghting, would be around$260. Where the actual cost
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of education, unweighted, jumped from '69-'70, to
"70-'71 by $110 per pupil, which was a rather surprising
12% or 13%, the percenfage has been dropping every

vear since and I belie@e you will find the figure for
'71-'72 is 10% and looks more like 7% in the future

at least. We don't knew how to project beyond that.

| ASSEMBLYMAN MANCINI° You anticipate with the
blgger quantity of teachers available, that this will
continue to go down - thls percentage of increase

per pupil cost? | | ‘; v , _

MR. STARKEY: IE is hard to eayz the inference
you are making, of course-- Yes, in dollar amounts
I think that teachers shlaries occupy a big amount in
‘the budget but for yeare,percentage wise,we could see
no differepée in the increases for teachers' saleries
than for anythlng else the school buys, they are all
in the same ballpark.

ASSEMBLYMAN MAN¢INI; Thank you.

ASSEMBLYMAN BEDELL: Thank you very much, sir.

Mr. John T. Ash, Cape Mey, New Jersey.
JOHN T. A S H: Mr. Chairman, Members of the
Cemmittee, I am John Ash from Mays Landing and I am
speaking today Qn-behalf.of thefﬂask Force on Taxation
of the Church and Socie%y Committee of the Synod of
the United Presbyterian%chureh 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 October, adopted the following
recommendation. The Syﬁod recorded its deep concern
for comprehensive revision of the tax structure and
revenue distribution syetem of New Jersey that will
provide for tax equity, tax relief and tax reform. .
‘Since that time our Church and Society Committee
and its task force has etudled’the issue. At this
time we cannot speak fof,the Synod itself since it

will not meet until October; neither can we speak for
' ' l4a ’



the full committee since its scheduled meeting is not
until next week. Rather with the rush of the time

of the hearings, we are speaking for ocurselves as

the task force. o -

We have reviewed the current proposals for
tax changes in light of the desire of the Synod for tax
equity,. tax felief, and tax reform. The Task Force
finds itself in full agreement with mahy of the basics
of the proposed legislation that are intended to
create income elastic tax sburdes; provide property
tax relief and the State assumption of the various
costs, to enact comprehensive municipal block.grant
programs, to enact a graduated perscnal income tax
and to attempt to move away from the present regreséive
- tax system that, accozding to the Tax Policy Committee's
report, is taking 19% of the income of those under
$3,000 and only 594%Vof those over $25,000. A

Many people have said, and I am sure you gentle

i

men have had well impresséd upon you, that the timeffor
" change is now. I don't 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 in New Jersey and then downothiﬁg
about it. It is our hope that the necessity for change
can be séen not only in light of certain judicial
mandates that may become law, as in the case of the
Botter decision, but also in terms of the neceséity to
provide a. realistic and fair tax base that can have
some hope of providing funds for State and LQcal.vaern-
ment. '

It is also our hope, as ydu have heard many
times this manihg, that the tax package ﬁhat ydu now
»>have before you will not be blocked simply because
there are many special interest and preferential |
treatments that are demanding attention and‘thefefdte

putting thevpressure on'yéu not to support the issue
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of tax reform.unless-ﬁhese thimgs are compensated
'andrchanged accordingéto their desires. .
Certainly we have every confidence that the
Leglblature can put forth a falr program. We would
spec1f1cally stress several key p01nts of the
legislation rntroduced by the uovernors First, we
CONCUY strongly on the need for settlng maximum

~amounts that can be rdiSed by'the property tax with-

- out spec1rlc approval by the voters to exceed these

limits, or in the case of the statew1de property
- tax by constitutional amendmentw We see two reasons
for this, one has been dealt w1th -many times, the
confldence of the voter - Wlll there in fact be tax '
| rellef or will there Just be one tax piled on another?
Secondly, we feel that statutory and conerltu»
'tlonal limits will help produce the guaranteed reduced
role for the property‘tax in the overall revenue system,
The Tax Policy Commlttee has offered as its goal that
.no more than 1/3 of state and local tax income come
_ from property taxes. ‘If the proposed limits are maintained,
fthere is the pos31blllty that this 1/3 can be lowered
even more since the other sources of:mcome would continue
to risee. L
| However, 1t_muet not‘be forgotten that even
’ with‘property tax relief, theQOVerall tax system in
New;JerSey is still noﬁ progressive, as indicated in
table 18 of the'first report;j In line with’these
concerns for property tax limits, the task force is
convinced that the lnltlal munlc1pal block grants
‘should be mandated f01 property tax relief, as the
Tax Policy Commlttee recommended in Chapter 4 of the
third reportu V
Assembly b?ll #1275 contalnlng the block grant
program spe01fles that‘the funds shall be used for the
maintaining and upgradlng of mun1c1pal services in
' Section 6. The bill, however, doesvnot specify that .
such funds shall 1n1trally be used for property tax
16A
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relief. It was the intention of the Tax Policy
Committee that the $1.00 limit fox munlolpal exmeﬂdltures,
'exclu81ve Of a debt service and the reserve for"
uncollected taxes, and the $.50 for- cunty purposes
would be feasiblaxdue to the relief p0551ble through
the mun101pal grant program. iBased on the reduction
schedule, the Tax Pollcy Commlttee calculated the re-
sultant tax rates that would be cbtained for the 567
municipalities. However, the calculations of the
Committee do not indicate actually which mun1c1palities
would be in excess of that dollar and fifty cent limit
at the time the leglslatlon went into effect, and if
you study the material it doesn' t 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 munlClpalltlese

The poru 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 serv1ce and the reserve, in order to see the
comparative cost in propefty tayes 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 6f
certain functions to the State and even if the block
grant is used for property tax reducation.

I have selected a few cities here which I will
just briefly refer to for comparisons those are theﬁ
"big 6" plus some others in the urban northeast
compared with certain districts in Bergen COuhty which
is one of our more affluent counties. The municipal

tax rate then - county rates - including debt service

and reserve in places like Newark would be 3.23, Jersey
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, CltV&Q 68, Camden $3. Zé Trenton $2 78 PaterSon $2.47,
however, BergenfleLd would be $l 22, Englewood $2 06
Falrlawn $1.03, Ft. Lee $1.48. There still remalns
a large dlscrepancy in the tax. necessary to finance
municipal government between the older urban centers
and the more affluent communltleso And SO the issue
”confgentlng the urban centere is the extert to whlch
they will use the block grant for tax relief if it
is not so mandated in elther the first orisubsequent
years. - ,f =y |
e Since’the‘need:for municipal services and
unctions continues so‘hlgh the temptatlon would |
be to let the tax rate: ‘remain hlgh while using the
block grant . for upgradlng serv1cesov Thus, if the
rate is above the llmlt 1n1t1ally and permitted to ‘be
50, accordlng to the leglslatlon, it mlght,be permltted
tQ‘remain there, if the etatutesvallow, refhergthanp
lower theetaxes@ Perhépe a cleser interrelationship
of 1299, ‘sections 3 & 5 needs to be taken in conjunction
with 1275, sectlons 3 & 6. _ .

The task forcejfurtheribelieVes the etatutes
should require limits to be set eh the'amouht that
can be spent for educatlon for each school dlstrlct,

Leglslatlon lntroduced reflects the conv1ctlon expressed

"~ in the Governor's tax message and I quote,_”school

dlstrlcts whlch deSTre to spend more than thelr present
rate of the State rate: establlehed by the Commissioner
of Educatlon may do so w1thout any restrlctlons as to
the level of spendlng,lsubject ‘to the approval of the
ilocal electorate,. The Governor continues, “localltles
must be permltted to supplemenf State funds with local
resources as the people from each communlty determlne ’
the wisest course for the education of their children.
I recognlze there are certaln unresolved constltutlonal
differences in this areau Unless. JudlClally mandated

to the contrary. we shogid~not‘foreclose a district
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where the citizens desire to provide the ultimate -
' in educatiocnal programs." o '

‘ 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 education for
every child in the State. Rather, such local options
would perpetuate the gap that separates the higher
- spending ‘districts from the lower ones. It is true
that the cost of education would raise on the average
to the State &upport level, which is way above the
average spent by a number of districts. But the top
20% to 30% would 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 producé,better guality. }

It would have been beneficial, in fact, to
have an estimate of how many districts now below the
State support level would raise their expenditures
in order to capture a part of their share of the
State leeway fund. The Committee's report does not
indicate whether or not it felt there wauuld be such
a large number of districts to the extent they would
have a significant impact on the total cost of education.
The calculationson which the need for new mondes. 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 lmplementatlon.

Furthermore, it would have been useful to have
an estimate of what the overall pupil expenditure
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would ke with a base_oﬁ $8.43. That is, since many
districts will be abové that base, what, in fact, would
‘be the final average per weighted pupil in the State?
As best I can figure,iﬁ would be an average, on their
'calculations,of,about $915. Aé was previously
mentioned, all these figures must stand the scrutiny

of regional cost factors. The value of an $843
education in the South?rn Counties would no doubt

be higher than that inithe more costly urban Northeast.
The Commissioner, unde# the proposed legislation, could
reduce the sum to certain municipalities whose costs
were less than the avefage and raise those whose costs
were higher, a leeway from 80% to 120%.

And vyet, howevér, the real distortion in the
averages for monies spent comes in the Northeast itself
- where we might assume:ﬁhat cost factors of operating
a schdol are somewhat @niform, uniform, say, in the
20 mile radius of Newaﬁk; It is in the 6 counties of
' that area, Essex, Hudson, Morris, Passaic, Union and
Bergen, that some of the most glaring expenditure’
variations occur. These are the counties who have 50%
of the students in the State school system and whose
cost per pupil is genefally much higher than that in
the Southern counties,;'But it is in these counties
where you have some scﬁools who are operating well
below what the averagegwould be now and therefore when
the average will raise; will continue to operate well
below what some of thejcounterpart communities would
have. | | _

- Two issues can be raiséd,vone is in conjunction
with section 4 or 1272; the other with theuamount,spent
on leeway expenditureai The Commissioner is given the
authority to raise or iower, as I indicated, the average
pupil expenditure per district. For example, it is
easy to see that this ﬁay be reduced for the Southern
Counties and faised fof‘themNorthern ones, Measured
by the Consumer Price_indexﬂand_other indices ,cost and

20A
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‘income are lowerjp the South than in the North. The

Northerq Counties in a sense then must spend more to

stay even. It is probable that the Comm1331oner w1ll

. determine the basic State sum for each munlc1pallty

‘on each municipality's own terms. For instance, would

it be expected that the base cost OL education in an

affluent Bevgen County suburb would be raised due to

‘regional cost? If it were then that date would prov1de-~‘

ASSEMBLYMAN BEDELL: Sir, may I ihterrupt for
a moment? You are gettlpg rather deeply into leglslatlon

*that is not befo;e thls cemmlttee, it is before the

'Education Committee. We are superflclally 1nterested

but there is no p01nt in g01ng 1nto any extreme and
in-depth of the Wherew1thal of Lhat leglslatlon
because it is not under ocur c0n51deratlon at this time.
"MR. ASH: 0.K. Let me Just say that we do
feel that the cost should be limited because when it

is all but impossible for a communlty to raise. 1ts'

level‘of expenditures above the 133%, after whlch no

State leeway_fundsbare available, thig would not have

the same difficulty upon the more highly rateable

rich communities and I think the limits on spendlng

:become very glaring on that, espeCLally ‘when you

consider the communities in the Noxtheast which have
such a great variation.

We raise these questioﬁs, not because we are
not in sympathy with the propoSed'legislatiQn'or the
intent of tax reform, we’are VeVV strongly for it,
but we are even more strongly for an equitable and
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 questicns raised all.over again, "what happened
to the money" or "why were we unablebto’take care of
the kinds of needs we thought we were téking care of?"

In line with this, it is unfortunate that the

Tax Policy Committee did not provide for the Legislature
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and for the Governor,
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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
perscnal income in New Jgrsey,showsthat the income

that could have been raised over a ten-year period

on' a,reflecting back, $1.00 property tax and 1%% gross

of personal income -~ graduated personal income tax - woﬁld

- produce funds that would, in most instances, be equal

to the funds that would be raised by a State Income Tax
of around 3%. The table shows that if an income tax

of the full New York rate, twicé 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 tax. In fact, a 3.2% income tax would have

raised more money in each of the 10 or the 11 years

 from '61l to '"71 than the combined taxation and, if we

assume some constant ,20% of this hypothetical dollar,
were. for commercial 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, i1f a full income tax rate were
adopted at something less than the New York rate, say
2.7% of 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 1.5% 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
23A



go on until the last ﬂegislature closes.

But while thegconstitution cannot be amended
guite so easily, noneﬂheless I think we could keep
in check, provided weihad the.acourate data, the rate
at which the income téx is levied. }

It was somewhat personally dismaying to me
that in the end the Committee, and subsequently the
Governor, opted for a’tax revision that was still
‘not progressive. Table 536, summary 5 table, indicates
that there is a substantlal shift in the progressivity
. index but the Commlttee opted for a systemvthat is

basically proportional rather than progressive.

It is my hope, and my belief, that our tax
.system should be progréssive,<not regressive or even
proportioned. Thank youe , v :

ASSEMBLYMAN PERSKIE.. Mr. Chairman, I just want
to note for the record“ because I happen to know Mr. Ash
and I am proud of his testlmony, that Mr. Ash is a
resident of Mays Landihg which is not only in, but
also is the County Seat of Atlantic County, not Cape
May. ‘ .

\ ASSEMBLYMAN BEbELL; That is my error.
ASSEMBLYMAN PE%SKIE: No, I think it is the
address listed there. % |

ASSEMBLYMAN BEDELL. Thank you very much, sir.

I will now .call upon Mr. Charles Marciante,
President, New Jersey $tate AFL~CIO, Trenton, New Jersey.
CHARLES MAR CIANTE: Mr. Chairman, my
name is Charles Marciahte, President of the New Jersey
AFL-CIO and I'd like to thank the Committee at this |
time: for giving me the<permlss1on to appear.

First off I'd llke to congratulate the Committee
for the durability they have shown throughout the
various hearings. % | E ‘

-The State AFL—&IO had a committee that looked
into the recommendatiohs_Of the State Tax Policy Committee

i
|
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and also had a very short time to review the recom-
mendatidns of the Governor~which,heamade following
the Committee's report. .

Our purpose here today is to relterate the"
position of our organization. You have the copy of
the report that has been submitted to our convention
and aiso 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
following, that although we recommend the need for.
more tax income and a general revision of our. State 8
tax structure, we should oppose the proposed tax
program for the following majar reasons: .

1. There should be no windfall for business and - .-
industry at the expense of the personal taxpayery=~ﬂ
éiﬁhérﬂndw or at any time in the future. Taxes on '
business and industryfshould beincreased proportionately
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