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7 ASSEMBLYMAN WILLIAM V, MUSTO (Chairman)
Gentlemen, if-I may, I would like to call this public

hearing to order..’

I am Assemblyman‘W1lliam V. Musto of Hudson

: Connty, Chairman of the Appropriatlons Committee of the

General Assembly to which Assembly Bill No. 65 has been

referred for considerationo -

o Before proceeding with the hearing, there are

v ,several matters on which I would like to commente First,
I wish to emphasize the importance of the matter under

',,considerationo On one thing I believe we will all agree ——~

there is a crisis 1n rail transportation in New Jersey and

_particularly in’ commuter transportationo The Legislatures

of New Jersey and New York have been wrestling with the

uproblem for years and many proposals have ‘been madeai

j Although there have been divergent views as to

the method to be used in solving the problem, most have

lacked the necessary financinQOs Those plans that'have o
1ncluded financing proposals have not met, as yon know,
with general approval° |

Assembly Bill No. 65 constitutes an approach

‘which does not involve additional taxation but the i

diversion of ex1sting taxation upon those residents sfl

New Jersey who work out of State and whose incomes are
'thereby subject to personal income taxes. -Suchidiversion_
"will_benefit those who3pay'it by proyidingdbetterf
B facilities for» rthl,eirv ,a_any; c'omm’tat?iom



'In’ordef‘to have orderly procedare_énd a minimum
! of interruption we Wili allow no qaestioningtcf those |
btestifying exeeptvby>members of the Committee@ I ask
ethat you extend couftesy to each person who»sceaks:by
maintalning a reasonable silence. 2
- Of course, judging by the crowd in attendance
here this.morning, ladies and gentlemen, we.won't have
too much difficulty. o L
At this time 1 would like to call as our f1rst
‘Wwitness, Commissioner: Dwight R. G, Palmer. Commissioner
_Palmer.-: o | -
L . COMM'R DWIGHT R. G. PALMER: AssemblymanfMasto;
it is a privilege,to testify before your Comn#tteese
I will go through the formality of stating.that'my,nane
is DwighttPalmer, I reside in Short Hills,.NeW‘Jersey;
and am presently employed inTre’ntono But I &ish to
speak on the basis of my . long and former affiliation
'as a taxpayer in. New York City, although stili a reS1dent
of New Jerseyc | |
Over a considerable period I and my{associates,
'in the company with which I was associated, had to
pay“substantzal taxeS»to-the'Statevof New York. And we
objected 'not becaase of the fact that taxes ﬁere to be
paid but because, selecting the old historicaﬁ background

”

of "No taxation without representation, we were receiving

B
-nothingvin return. !
“On:variousjoccaSEOns, thfough officﬂal channels,

we conferred in respect to what the advantages were that
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we were the recipients of. We*Were told9 1n essenceg that

o

if we passed out on the street we might be picked up by
an ambulance: also if we got on fire due to our
excitement that ‘the conflagration might be extinguished,
but other than that, that they could not apprise us. of
any benefits, As a matter'of fact, identical benefits *»*:'h

accrue. to us in whatever city in the United States that

- we visited. So that, in essence, New York was. not giv1ng

us anything for what we contributed.
' As time went on and we had other sitnations

developing between the States of New Jersey, Connecticut

“and New York, we were doubly conscious of the fact that

we were paying taxes and not getting anything for'our_
payments. : | x |
The'questien as‘td whethenga.man objeetsvto}
paying a tax = thefe_are pedplegloffEOuree, thattdogd”t
that would like to'be‘freelcade#s;~but'baSicaily our.
citizenry and the men that I was asseeiated withg"and
from my own v1ewpoint, were glad to pay a logical share‘
for somethlng that they were receiving a return foro-v
And so far as New Jersey .is'concerned9 ander this bill";

A~65, 1 cannot conceive of any thznking citlzen who_;

‘commutes to New York and realizes the . extremity of the

transportation situation but what would be delighted to~have
that sum of money‘thatvhe 15 presentiy payingrto-the‘state
of New York devoted to clearlng up the situation here in
New Jerseyo

: There are people who claim, and I have talked



With-some’recently, that»genefally people donit like‘to
L'oay~taxes,'as‘1 referredsto oreviously, But that is not.
‘the case. The died inutheswool situation is that people
want to be the recipients of something for what they pay R
outs And with New Jersey's great need at the present time,
and with the demlse of the railroads, from my.offic1a1
capa01ty, if you will, and in two parts, justwaround the
eorner, unless assistanee is'obtained, it is exceedingly
‘essentlal that sufficient funds be made availabie to
hforestall that situatlon and the beneficiaries in the main
Cowill be the commuters, the people who go back and forth
hto the City of New York and even those people who come
‘from New York to New Jersey. - 1o
| i And we feel, in the other situation in}the-
D1v1S10n of Transportation, that unless sufficient fnnds.
are forthcoming to contract withathe“railroads, not Just
for one bite of a chefry,'one year, but ffom year to
year for a period,.that we are faced up not only to
- a great regrettable seance such as has transptred in

San Franc1sco, has transpired in Los Angeies, the

Boston area, and which presently 1s being largely cured, |
‘or attempting to be cured, in the~Ph11ade1phia area, |

v | If we lose mass transportation of passengers
“:in this State, the sums of money that the State would |
have to put up in order to build-highways to take care

of these hundreds of thousands of individualsl‘not only
fcommuters but - all passengers, would be impossxble of

,-acquirement, And were it to be ‘acquired, it Would take

i
|



’toé long to construct thesé roaqéj_ And,furthermdfe;.wifhv
a stéte as small as o'z:tlrs,,‘_r:tlz"eacly'‘:pr»e’c't;y‘.:}iv'e11‘'.n‘e’r.W‘cj)‘r'k_"(.ad_" :L
with highways and the planning for highways, it would be
a pretty sorry spectaclé, ' . | | |

So this sourcé of revenue whichiwill_basica11y f
accrue’to the people who are péyingiit'ahd to fhéif»oth¢f 
associates, their families and the beople they are iﬁ
busineés with, and their préperty vélues,_etco, thgy; 1 ém
positive, would be,peffectly‘willing and_anx16u57£9 sqe
the diversion of this money from the State of New York and
for it to accrue to the State of New Jersey. | |

That, sir, in ‘essence is my observation erﬁ
a long expefience-pf péying the tax, ahd eveﬁ_péying it
under circumétances whére‘my check originated in New}Jersey
but because I was ianew York so many days é’year i~had'
to pony up, as many»cther thousands had to do. |

i ¥Thank you, sir. | ,
| ‘CHAIRMAN _MUSTO': Commissioner, I want ‘to thank

you,’first of all, for the tremendous'job_yéu are déing,
I know with a most difficult problem. And ph behalf of
the Committee I want to thank'yéu'for‘taking time off |
from your busy schedule to appear before\us here‘this"
morning to express your views. |

Thank you‘vefy_much.’ | | ‘

‘COMM'R PALMER: Thank you, sir. It is a |
great,privilege; vAnd if I may be excused nowg.sir? 

CHAIRMAN MUSTO: You may be excused»Comﬁissidnér,

yeS.



The next witness will be Stephen B, Wiley,
representing the Executive Office.

STEPHEN B. WILEY: Thank you, Mr. Chairman.

For the record, my namé is Stephen Wileyo I
am Counsel to the Governor and I appear today on behalf of
the Governor, representing him and the Execmﬂive Office.

- On May 2, 1960, when ihe proposed commuter tax plan
was first mentioned, a memorandum was distriﬂuted explaining
some of the background of it, entitled: "Me&orandum -
Proposed Commuter Benefit Tax" May 2, 1960, If I may, I
should like to submit that to you, Mr. Chairﬁgng for
the record. v :

CHAIRMAN MUSTO: You may submit it, Counsel.
(Memorandum handed to Chairmans
CHAIRMAN MUSTO: I am now submitting for the
record a memorandum on the proposed commuter ﬁenefit tax.
(See page 32) ’ ' |
MR. WILEY: A great deal has been Séidg a great
deal has been written in the weeks since thislplan was
first announced. To cover all of the gréund again woulé
be repetitious and unnecessary. But there ar;-some aspects
of the controversy concerning the plan which 1 believe
merit particular attention and perhaps are wo%thy of
comment today. ' :
| May I say to you, Mr. Chairman, I appreciate
the opportunity to be here and have the opportunity to

present them. Thank you.

»



The transportation problem has been siated
accurately and forcefully by Commissioner Palmer.

One of the major things that faces New Jersey i@day;and
has faced it for some time, is a critical transportation
problem, the problembof the movement of pedp169 a problem
that is especially acute in a highly urbanized state such
as New Jersey. |

And within that problem area, the most severe
aspect of it is, of course, the problem in the New York-
New Jersey metropolitan region.

You, Mr., Chairman, and other members of the
Legislature and other public=spirited citizens have .
devoted a great deal of time and a great deai of effort
to try to find a solution. |

| Some years ago, before I was very well acquainted
with it but I have since learned, there was the
Metropolitan Rapid Transit Plan which captured the
imagination and thevallegiance of a considerable number
of people offered some hope of a soiutiono But, as we
know, it was rejected and failed of passage., Then;last
yvear, the Governor proposed the use of the Turnpike surplus
for transportation purposes and,as we know well, that
was defeated on public referendum.

It seemed from that defeat, among other things,
that the people of New Jersey did not feel that motorists’
funds should be used for the solution of this transportation
pfoblem which, as they knew, was most acutely present in

the New York-New Jersey metropolitan region,



That has been the analysis given to the failure
of the referéndum‘by a number of people, and there seems
to be a good deal of substance to it, at least that's
one of the major reasons, ' ' ?

"It seems fair to say that the peopﬂe have taken
the position, right or wrong, that while perﬁaps this
problem must be solved,.it is not to be solv%d‘by the use
of either general state revenue, on a Iong’tkrm basis
at least, or by any other special'fund derivgd from sources
unrelated or at least not closely related toithe problem
which the revenues would be used to solve.,

Now that narrows the field pretty shafplys If
you cannot depend on general state revenuesgjif you cannot
depend on motorists' funds, Turnpike‘surplusg or any other
special fund, and yet if you still must solvp the problem
and if you must have money to solve thepmbie:m9 all of
which seem axiomatic, you then are forced toiconSidef
raising the money to solve this problem from the area,
and even more particularly from the people, Where the
problem exists - from the area where the pr@%lem exists,
from the people who go to create the pfoblem; and even

more specifically from the people who would penefit
most appreciably by the solution of the probiemo

Now to be exact, the problem ariseé or is most
"critical because of the peak hour traffic, b?cause of the
business done in New ?ork State by New Jersey people and
in New Jersey by New York State people m'the%e'twovhundred

and twenty odd thousand going back and forth between the
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two states. Theéé then, if we follow this reasoning,
constitute the group from Which the mohey must be raised
to solve the problem which they create and which must be
solved in their intereéto That is to say, the money
mﬁst be raised from the commuters, In other words, there
must be a commuter tax. And the tax revenue derived from
it must be used for their benefit in order to sustain it.

The result, it seems to me, is perfectly clear.
that, given the attitude that the public has taken and the
recognition of this problem, certainly a reasonable
solution, if not the only solution to it, is a commuter
tax for the benefit of commuters which may be called a
commuter benefit tax,

And, Mr. Chairman, that's what A-65 is,

Now I go through that background for this reason:
I have heard this referred to in recent weeks as a gimmick,
as a clever and ingenious scheme, with the apparent public
impression that this is a remarkable idea, it's lo£$»of
fun to talk about it but really it doesn't meet with our
experience, it doesn't come down to the problem in a
hardheaded way.

I want to point out that the Governor and his-
aides have worked on this for more than a year,
considerably more than a year. It has been carefully
studied. It is, I submit, extremely well designed.

And, I submit, it is a thoughtful if not the only reasonable
means by which this problem can be solved.

I think the ”gimmick"vlabel that has been given

to it by some people derives from people feeling that
9



money doesn"t grow on trees, that you don't get something
for nothing, and that any plan that proposes to give to
New Jersey $110 million, more or less, fdr which the
-taxpayers are not going to‘have to pay anything, Jjust
doesn't jibe with our experience. And I th%nk perhaps
people are suspicious of it, they think that this is a

- fancy schemes‘they think it's a windfall to New Jersey
and they don't trust it. And I think they are completely
‘wrong, although quite understandably so,

The reason is this: I would likejit to be
broadcast far and wide, I think it should be in the interest
of public information, that this is not a windfall to
New Jersey, It is true that if this is imposed $,0 million
that is now goihg into New York State will accrue to New
Jersey., But I insist this is not a windfall. And I insist
for this reason: Back in 1919 New York enacted a tax with
a clause that said - it's called a reciprocal clause = the
clause says that in effect New York isn't going to tax
the income of any nonresident if that nonresident Is taxed
in his home state. New York fully anticipated that other
states were going to do the same thing, they were going
to enact an income tax of some kind and that they then
would be getting the revenue from the Incomes of their
own citizens working in other states,

It happened that New Jersey was foftunate
enough, and it still is, not to be in position where they
had to impose the tax, an income tax., But one unfortunate

aspect of this was that New York got something which now
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amounts to $/40 million a year which they didn't expect,
which by any theory of tax equity between states they
didn't deserVeg but which nevertheless they'have been
getting at increasing rates for Ll years.

The windfall, I submit, Mr, Chairman, is a Ul
yvear windfall to New York. We are not getting something
which doesn't belong to us. We are not getting $40 million
forbnothing. We are simply L1 years late getting what we
should have gotten all the way along.

And the beauty of this plan is that it puts us
in a position where we should have been all the time.
That is to say, not that Wé should have had an income tax
but that the money from our residents should have been
New Jefsey“s money.

There is(no windfall to New Jersey, not in any
sense., The reason that this tax is creating a public
impression of a gimmick is that it works out so nicely,
it works out so beautifully - here we are getting $40
million that we had not been getting before. But the cards
fall in place not because of a gimmick but for the very,
very sound reason that this is the way they are supposed
to be and this is thé way New York designed it.

I would like to point»something out to vou,

Mr. Chairman, on that score. 1 say that New York
enacted this tax back in 1919 with that anticipation,
with that reciprocity clause. It is not widely known
that in March of this year, I belieVe it was, New York

re-enacted that reciprocity section in even more favorable
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language., And in April Governof Rockefeller signed it,
reaffirming the policy of the State of New York that this
was to be the case and that if another state had such a
tax the other state was entitled to the revenue from

its residents. New Jersey is simply takingiup New York
on'what is a very sound and thoughtful position, a |
position, incidentally, which New York has maintained with
fifteen other states and offers to maintain Mith any oné
of the other 19 states. » !

If I may take the time, I would li%e also to
comment on the relation of this tax to the t?x equity
situation between New York State and New Jersey.

In recent years, as 16ng as I haveibeen here
at least, New Jersey residents with the incr%asing
rates of the New York income tax and the red?ced
exemptions have been hardthit by the New Yorﬁ income
tax. And they have been especially hard hitibecause
they are given unequal treatment in the sens; that they
don't get the same itemized deductions, AndéNew Jersey
has beeh doing everything it can to try to rkght this,

It progressed to the point last December or iast.January

where the Governor of New York State announced that he

would support an amendment, he would endorse an

amendment to the New York Income Tax Law to give equal

treatmentbto New Jersey fesidents, |
Interestingly enoﬁgh, and I think understandably

so, the bill never moved in either house,.boﬁh of which

are controlled by pefsons of the same political alignment

12



as the Governor of the State of New York.

The fact is that New York doesn't have any
interest in giving up $5 million - whatever the figure
may be - that would be involved if they were to give
New Jeérsey residents these itemized deductions. They
had every opportunity. They had the endorsement of the
Governor and yet nothing happened.

One objection that I have heard raised to
the Cqmmuter Benefit Tax is that it does not solve the
tax equity problem.

There are several very important things to be
said on that score., The first is that it is not designed
to solve it. And I point out again that the Commuter
Benefit Tax is designed to solve the transportation
problem, most particularly in the New Jersey=New York
metropolitan region. The effects it may have in
relation to the taxes of other states are incidental
effects, though nevertheless important. It is ihdependent
of the tax equity problem in New York. But having said
that, it must also be said that, if this plah were enacted,
I am satisfied that the probability or the 1ikelihood
of New Jersey getting tax equity from New York in p@iﬁts
of the itemized deductions would be far greater than it
is now. It is now just about nil. If the plan were
enacted the chances would be very, very good for some
interesting reasons. The reasons can be stated in two
parts:

One is that under the Commuter Benefit Tax,

13



as writtén in A-65, New York residents working in New
Jersey and»New Jersey residents working in New York are
going to be treated equally in points of itemized
deductions. But they are going to be treatéd‘equally
at the level at which New Jersey residents 4re}now treated
by New York, that is to say that everyone wﬁo'pays this
tax is going to be given the same itemized deduCtions that
New Jersey residents‘now geﬁ under the New fork law and
which they are complaining about. 3

Well now, this doesn't harm them in any way
because they aré paying the money in ény evéntg but it
has some interesting effects because the se%enty odd
thousand New Yorkers th are paying the Newgyork.State
Tax ndw get full itemized deductions wherea§9 under this
law, they are going to get the same Iimitedfitemized
deductions that our residents are now get‘tin"go And,
for the first time, we will have a voter in;the State
of New York to exercise some influence with ﬁhe New York
Legislature to-do something abqut this tax eéuity problem,
about the itemized deductions, whereas now w; have none.
We have no votes and that, quite frankly, se%ms-to be
the reason why we haven't gotten any actionoi

If theyvare put in this position, We will then
|
have 70,000 New York residents urging a vote for tax

equity,

|

|
And the second phase, the second pért is this:
that if this plan is enacted, the reason for New York!s

resisting the change in the itemized deductions will have

1l



gone. We are now getting resistance from New York,
resistance of such force that that bill was not passed,
and it probably never would pass uﬁdervthese circumstances,
because = it's a very simple reason, and that is that New
York gets $5 million because of this inequity and they
are not inclined to give it up.
If the Commuter Benefit Tax is imposed, not

only that $5 million but the other $35 million would then
come to New Jersey.

New York's now vested interest in this $5 million
will be divested. It will then make no difference to them.
There will be n6 reason for them to maintain their unequal
treatment for nonresidents.

And as against this neutralityy this neutral
feeling which would come from the divestment of ﬁheir
interest in this $5 million, you would have working.on
the New York Legislature 70,000 people, residents of the:
State of New York, who would want to have the full itemiéed
deductions,

I submit to you, if this bill were passed,
you would see action in New York so fast it would make
your eyes blink.

Mr., Chairman, I won't take any more of your
time., I would say this: There are many questions that
people have raised and there are answers, good, sound
responsible, constitutional answers to each of them and
to all of them, - questions concerning the reciprocity

clause, questions concerning the constitutionality of the
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tax, questioﬁs concerning»the applications of the money, =
these are questioné that arise, I am complefely satisfied,
from a misunderstanding ahd a misappreheﬁsign, miscon=
struction of the act or of its implications 'or of its
application,

I have found no one with whom I héve been able
to sit and explain it who has come out of the conversation
or conference with any reservations at a119;

I would be.pleased to answer any QUestiohs that
you or the Committee‘may have, Mr, Chairman; and if you
do not I will conclude then andkOnce again Sayg thank
you very much.

CHAIRMAN MUSTO: Counsellor, on -beéhalf of myself
and the Committeeg we are grateful and appreciativé for
your views expresséd here today.

Thank yourvery much. E
MR, WILEY: Thank you.

CHAIRMAN MUSTO: The next witne$s %ill be’Mr.
Frank Tilley, Chairman of the Transit Commitkee of'

Bergen County,
FRANK E. TILLEY: Mr., Chairman, fo} the record;
my name is Frank E. Tilley. I am, as you ha&e indicated,
Chairman of the Transit Committee of Bergen %3crm‘t;y;9 and
also Chairman of the Susquehanna Transit Commuters
Association., The latter group, as its name Zimplies9 is
a commuters? organization composed of residents of Bergen,

‘Passaic and Morris Counties who commute on trains of the .

New York,Susquehanna and Western Railroad from stations

16



in those threé counties to their places of employment

in Paterson, Hackensack, Jersey City, and New York

City primarily. ‘
The Transit Committee of Bergen County, on the

other hand, is not a commuter organization in the

commonly accepted sense of the term. It is a semi-official

group compoSed of officially appointed delegates,

appointed by the mayor or council éf the various

municipalities in Bergen County, L3 of which are full-time;

paid-up members df the:COmmitteeo The Committee holds

at least one monthly meeting at which time matters of

common interest to the residents and the govering bodieé

of the municipalities of Bergen County are discussed.

Action is planned to cérrect situations as tﬁey come to

our attention in the field of transportation and related

fields., We act as a quasi-official advisory body to the

Board of Chosen Freeholders of Bergen County.

- Incidentally, our monthly meeting will be held
tonight in Hackensack and it had been our plan, at our
meeting tonight, to discuss in some detail the very‘mattef
that is before us today.

In view of that'factg I must point out that I
do not speak at this time for the full Transit Committee
but I have consulted with members of our Executive Board
and am prepared to speak for them.

It is pretty hard to follow two sugh-able
speakers as we have heard already this morning. They

have covered the ground so thoroughly and touched on

17



so many of the points that I would have touéhed on had I
been the first witness, but I would like to say that it
is our feeling that this transportation problem is

considerably broader than being merely a trénsportation
: )
1
After all, transportation is something that
|

problem, merely a commuter matter.

practically everybody engages in to some exﬁent, almost
every day of his life; And in the criticaliNorth Jersey-
New York metropolitan area, from which I come, anybody |
who does get out on the highways today, at &ny hour of the
day, pretty soon finds out how difficult it;is to get
from one place to another because of the hiéhway situation
which, through no fault of anybody, it's ju%t the way the
beast has grown and we haven't been able to!keep up with
the increased flow of traffic in the constrdction of
highways, and in the peak hours, of course,gthe stagnation
on our highways is something to behold, parﬁ@cularly on
summer weekends., |

Naturally, the commuter who does h%ve a prescribéd
daily round trip betwéen two designated poin&s is the
fellow who most directly understands this tr%nSportation
problem, and yet as I have talked to personsiin my own
area who are not commuters in the accepted sénse of the
word, I find that more and more people are b;ginning to

1
realize how necessary it is that something be done to

solve the general transportation problem, thé nub of which

T seems to lie in the field of rail transportaf;iono

You might wonder why this is so. Real estate

18



‘men in my area, in'thebNorthwesthergen Area,“bave expiained '
to me how diff1cu1t 1t is becoming to 1nterest prospective__‘
property owners in locating in an area where transportation pf
is 1nadequate, slow and really a burden. Our realty people :
have told me that they have actually had- persons who, when .

‘they found out what the transportation story was, - these
persons, these prospective bnyers decided to 1ocate else-
where,‘frequently-across the-State.llne 1n'Rock1and‘County;*'

New York. | | | | | | H

Obviously then, if transportation is a problem
and if present transportation needs are not being
adeqnately served, a11 property owners stand to suffer and
to lose. _ | 7

- And thlS is true not only of the area which 1 |
am here to speak for this morning, it is in a.sense:a |
 matter of concern to everybody in the’State‘oprew Jersey.ub

"After all, we are a'conmunity.- What affects one area

is bound, at least'indirectly;‘to affect all areas, |

pi have'bad thiS‘brought‘to my attention_very
forcibiy in an=entire1y unrelatedicapaeity,’and thatiis
as a member of the Board of Educatlon in the town In wh1ch |
I reside where, a few months ago, we found that once |
again our State Aid to Local ‘Education has gone down,
presumably because other areas of the State whlch are »
more needy are benefiting wherevwe are losingeb

b Well, that doesn't disturb us overly when we realize that
‘at least somebody is getting some’ benefit from it, but it

does serve to show how within the State we are a community:‘“

19.vv



of neighborhoocds, and what affects éne neighborhood
directly is bound to at least indirectly affect all
neighborhoods. Hence, this concern about th% difficulty
in the realty field.if wekcan’t3attract new residents
into New Jersey simply because our transporéation is
inadequate, {

There is another phase to this enﬁire problem,
completely apart from the matter of transportation there
is the problem of taxation. T

I don't think there is anyone wh%{having gone
through the earliest years of elementary scﬁool;xdidn*t
learn that one of the precipitating causés dfvthe_Americén
Revolution was taxation without representat#on.

~ Today we rebel against the concepﬁ of taxation

without representation as being basically un-American
and yet that;is the situation that has confﬁonted the
New Jersey resideht who is employed in New ?prk State.
When you talk tax equity to one of these New?Jerseyites
commuting to New York, and related to this matter of
using that tax income for the benefit of New'Jersey’s
transportation problem, it has been my experﬁence that
the New York commuter isn't overly disturbed{on the whole
because he feels that he will be getting some benefit now,
- at last, from the money that_he’has been pay&ng out in the
form of taxes and been unable to get any tangible evidence
of direct benefit to him. ;

My conversations with typical commuters, with
repreéentatives of groups of commuters, és fér example

train chairmen on our commuter railroads, tell me that

20



by and large they will favor any move of this kind which

will accrue to the improvementvof the‘general mass

rail and general transportation situation in the metropolitan
New York area., |

And this is true, incidentally, also of bus
commuters. Leé me assure you, less there be any concern,
that this is a proposal only for the relief of the rail
commuters, that fortunately our bus commuters in Bergen
County are alert enough to realize that if thefe is any
”fur;her deterioration of rail service the bus commuter
is going to suffer eﬁen'more than he does now. Highways
which are already clogged with jammed buses are going to
be jammed even more with more standees, fewer seats
and increased traffic stagnation. And I am happy to
report that, from bus commuters from whom I have heard,
there is a recognition that the proposal before you
gentlemen in this matter is something that stands to
benefit all commuters, not merely those who use the
railroads.

So there we have it. Commuters, regardless of
the method of transportation, feel they stand to benefit,
and from the reports of realty people even the non-
commuter is going to benefit when something is done to
preserve rail transportation in the New Jersey area.

I happen to live in a section which is unique
in this day and age in that, although it is within 30
miles of New York City, the people in my municipality

and the two neighboring ones depend exclusively on the

21



services of a railroad for mass public traﬁspdrtatione»
There is no bus transportation in Wyckoff; %raﬁklin’Lakes
and Oakland in Northwest Bergen County. An# this can be
said of no other afea in the metropolitan r%gion today,
an area depending totally and exclusively oﬁ the tréins
of a.commuier railroad, Incidentally, there:ave féur in
number in each direction. After the last t%ain has gone
\down in the mqrning at 7:309 there is no mofe rail service
until 5:30 or 6 o'clock in the afternoon. AII other
public transportation is completely absent from our areas
And you can appreciate from this that it is{imperative
that what little transportation we have, at;least that
be maintained. And we see in this proposal%a means of
assuring that that transportation will be pﬁeservedb

Ne doubt you gentlemen are aware ﬁf the sorry
situation in that area of Bérgen County forﬁerly served
by the bassenger trains of the West Shore Di&ision of
the New York Central. Without taking your tﬁme to go
into the deplorable situation today where a‘ﬁeavily
populated area depends entirely on the servi%es of
several bus 1ine$, all of which are slow, ov%r¥cr®wded9
and follow circuitous routes, here is an exc?lient
éxample of the need for preserving every péséible avenue
of mass transportation available to us t@day;

I am looking over my notes here to;make sure
that I don't bore you with repetition of poiﬁts that

have already been made.
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1 weuld,iﬁ-conclﬁsion, ufge-tﬁis ﬁpenlyou,‘thatl
as we see it the 'mpofta_nt_"thir;:gv is that something be
'done, that Something befdoﬁe,@uiekly,_and that it be
done effectively so fhat our*maee transportationv‘
facilities Will be preserVed, maintained andvimpfoved.

We see in this proposal possibly the last ‘
best hope of achieving that necessary end.

May we urge upon you every activity necessaryv
to. see that something is done to preserve this necessary,
transportatlon.: |

We understand that‘legal questions have been
raised., I am not a lawyer.< I don't appreciate the
fine points. lBut I am-tremendously‘impreséed by the
fact that the,Governot's Counsel and his staff have
studied “thiStmatier;for well over a year and'leamv-
certain that they wbuld’not’offer any proposal that had
obvious legal loopholes in it. We ﬁould'prefer to see
some positive legal action taken. If there hanéto be -
kinks ironed out later on, let's iron them out esvwe
come to them, but for the pfesent let's get started.

Thank»you,‘gentlemen.

CHAIRMAN MUSTO:_ Are there any questions’ of
the witness by the Committee? If not, Mr. Tilley, I
know the sacrifiee you made in coming here today and
on behalf of the Committee I want to thank you very much.

MR. TILLEY: Thank you. I was_happy'to do it.
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CHAIRMAN MUSTO: The next w1tness will be
Mrs. Kenneth D. Smith, Vice President of the League of
Women Voters of New Jersey, ' o i

MRS, KENNETH D. SMITH: May I‘exp%ess my
appréciation for the more than eight thousand women in

the Leagues in New Jersey for this opportunity to speak
I -

before you. |

As you know, for more than ten yeérs the Léague
Members have been deeply concerned with the growing
backleg of unmet needs in New Jersey and ycu gentlemen
have listened to us in the past in terms of:onr proposals

|
SO we are happy to appear before you now,. |

ThlS proposal, along with proposed increases in
‘the cigarette and inheritances taxes and thq bond issue
. for institutional buildings, indicates a re&agnition of
needs in the particular fields for additional revenues
These ahd other urgent needs do exist. Z

The League of Women Voters believe§ it is time
to abandon the desperate seafch for tax gimm#cks and
turn from hand-to-mouth financing to a soundL long=range
solution which will be adequate to meet not hnly the
commuter crisis but other requirements of the State.
These include more state aid for schools, ihgreasés in
college faculty salaries, institutional buil?ingé and
highway construction. 7 A i

The League of Women Voters opposes%the proposal
for a commuter income tax because:s |

1. It will be regarded as a hostile act by
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New York. Restraint and cooperation,aré_importént in
felations between states ano retaliatioﬁ tends to breed
retaliation. R R
| 2. :It is discfiminatory.téxation,because it
rhakeslabsoecial ciass'of pefsohs who deriVe.income from_'
| Néw»York State.tozpay‘forFSefvioes Which benefit_éii
New Jersey residents. Much of the-economy of ouf Siate
is based on theiinteo-state movement of commuters.
| 3, Since dediCation of a tax is contrary to the
State Constitution, commuters cannot‘be aésured thai'this
money will be used by future Leglslatures for commuter
benef1ts. | o |
l. New York could void the effect of this tax
mefely by making its reciprooity ciause apply only to
the states having a general income tax. | | |
5. There is serious question of the constituw
tionality of the tax, If it is challenged, there will be
a delay before tho fﬁnds can be used for‘services which
are’needed immediately. | _
| 6. Enfofcoment would be difficﬁlt'and costly,
7. This measure woold not ‘remove the |
disoriminaiion in the New York_Stéte tax lawbagainst
New Jersey residents, but would tend to perpetuate thosé
inequities by‘aroﬁsing hOstility‘in-our neighboring |
states, | | | , :‘ R
| 8. Future metropolltan and regional cooperation
of great importance to New Jersey would be endangered

by this tax warfare.
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It is time for New Jersey to adopt a statewide,

graduated personal net income tax. The League believes

fthat a new tax should be levied on a broad segment of

' the population, should be related to ability to pay and
'rshould be suff1c1ent to raise the revenue needed for all.
'essent1al services of the State° | _ , n i
| | A graduated net personal income tax at»
';reasonable rates on a11 New Jersey resident% would meet

"this crlteria, It would not only keep in tTe state the taxes

| now paid to New York, but would retain an estimated

.

’:a_$68 mlllion of the tax now pa1d to the Federal Government; .

' Mostasignificaﬁtly; New”Jersey would behchOOSing an’

'equitable tax based on its cit1zens' abilltﬁ to payo

. Thank you.  '» : S “h}»‘yc
CHAIRMAN MUSTO° I would like”at ﬂhis time to'
’ Vpoint out that we now have with us Assemblyman John

Wilson from Union Countyg on my left and Aﬂsemblyman

?
-

s_Herbert Tate from Essex. County, on my right° »
‘ 1 will ask the Committee members at this time,f]-;
do they have any questlons of the witness? ‘

| " ASSEMBLYMAN WILSON: No questions.

ASSEMBLYMAN TATE;i’No'qaestions, -
| ‘CHAIRMANhMUSTO° I have one quest1La; Mrs,i
: Smitht Assumlng that this is constitutionalﬁ and
|

,assuming that we can use: this $40 mllliong or whatever'r
| hthe figure mlght be in that. neighborhood for the benefit
Vof the commuter problem, would the League obbect to- that?‘
| MRS SMITH: The Leaguevcon81ders_this another'
, h o } R
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patchwork 1nran already ex1sting patchwork.‘ We. feel that ~’i
it should be a tax for all New Jersey citizens.;
| CHAIRMAN MUSTO° I ‘know you are in favor of a.
| broad base income tax., ) i L AR
| MRS. SMITH: Right. o o
CHAIRMAN MUSTO: We don't have an income tak.
MRS. SMITH: That is right. ' |
_ .CHAIRMAN MUSTO“‘ But we do have before us .
Assembly Bill 65 which proposes "to get the $h0 million
iwhich New York now receives‘from New Jersey,residents
B and'use it for the'oommutefs'lpfoblem{. Assuming,as;i-
vsaid before, that that is constitutional,and only the
courts can. de01de thats would the League have an adverses'
position against that? v | i i
MRS. SMITH: We oppose it. e oppose 1£,"o{nei',y |
because 1t is again on a segment of the population and
not a broad base tax for the State as a whole, and also,v
we do not assume it is constitutional because it appears
to,be_a dedicated'tax for transportation, as we under«
’Stand the Way it is'wrltten; aﬁd,'of coﬁrse9 weooppose
dedicated taxes because it is not in keeping with sound
taxing principles for the State. v v
CHAIRMAN MUSTOn Are there any further questions
of the witness?» I not9 Mrs‘-Smith, on behalf of the
Committee, thank you very much, | | |
The next witness will be Mr. Robert R Daly,
fepresenting the Somerset Hills Transportation Assooiation;

aYou maprroceed}‘Mr;,Daly‘a
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ROBERT R. DALY: Mr. Chairman and members of the Committee:

I would like to note a corfection at ihe,outset° This morning
I appear on behalf of myselfvand myself only, I‘am the attorney
for the Somersét Hills Transportation Assbciationo,vBut wﬁat I
have to say I say as a lawyer and é commuter and nét representing
é group. | . |
CHAIRMAN MUSTO: That is the fault of thé Chéirman, Mr. Daly.
I had that information here, _ %

MR. DALY: [ am not well known enough as a léwyer; I might
be known as an attorney for a comﬁuterbassociationi

From what 1" have recently read iﬁ the newspaﬂgrs, it is
réported that a number of eminent tax specialists %nd constitutional
‘lawyers have charged that Assembly Bill 65, the proposed Emergency
Transportation Tax Act, quote, "is so obviously dis?riminatory as
to guarantee its unconstitutionality," and that it %s "patently
discriminatory” and therefore "definitely unconstitutional."”

Whilé I do nét intend to-afgue constitutionalilaw with such
eminent-authorities9 because I do not know the basig for their
opinions, my own experience in arguing against "dis%riminatory

\

‘taxes" in the federal courts, compelled me| to examine Assembly

'Bill No. 65. |

|
After a careful study of appropriate authority,,l have con-
cluded that the proposed law is not discriminatory and it is most

certainly constitutional.
More than 70 years ago, the Supreme Court of the United
States concluded that the Fourtéenth Amendment té our federal
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Constitution was not intended to compel a state to adopt an iron
rule of equal taxation, and the passage of time has only served
to underscore the wiédom of that recognition of the_large area of
discretion which is ﬁeeded by a state legislature in formulating
sound tax policies°

"The broad discretion as to classification possessed by
a legislature in the field of taxation has long been recognized."

"Traditionally, classification has been a device for
fitting tax programs to local needsvand usages in order to
achieve an equitable distribution of the tax burden."

In taxation, more than in any othér field, a legislature
possesses the greatest freedom in terms of classification.

Those who oppose Assembly Bill No. 65 claim that because it
does not apply equitably to each and every taxpayer in New Jersey,
it is therefore discriminatory and unconstitutional. Théy overlook
the fact that, properly classified, a tax law can discriminate
constitutionally. We are all familiar‘with what appears to be.
discrimination in our gasoline tax which is imposed not on every
citizen, but)only on those who buy gasoline; in our fishing license
- tax which is imposed only on those who fish; in our real estate
tax, imposed only on those who own real estate; in our dog license
tax;imposed only on dog fanciers; in our cigarette tax, Iimposed only
on those who smoké; and finally in our inheritance and estate tax,
on only those who die, |

It is, therefore, not surprising to conclude that we should
impose a commuters' tax on those who commute,

Seriously, let us apply to Assémbly Bill 65 the yardstick

furnished by the United States Supreme Court to determine
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unconstitutional discrimination. That Court has held consistently
that, and I quote: |

"Since members of aliegislature necessarily enjoy a familiar-
ity with local conditions which this Court cannot Qaveg the
presumption of constitutionality can be overcome only by the
most explicit demoﬁstration that a classification is a hostile
and oppressive discrimination against particular pérsons and
classes."” Continuing the quotation, "The burden is:oﬁ the one
attacking the legislative arrangement to negative e&ery conceivable
basis which might support it."

Assembly Bill No. 65 measures up more than adéquately on this
yardstick. To preclude the possible charge of "hoSiile and
oppressive discrimination," the Bill provides in pafagraphs 5 (a),
(b) and (c) that:

Before the tax can be imposed, the State HighWay Commissioner
must cértify, first, to the State Treasurer that he: finds as a
fact that

l. a critical transportation problem exists in connection
with interstate commutation, and that

2. the area Iinvolved includes not oniy a paf£ of New Jersey,
but also a part of a neighboring state, and that :

3. there are . in:the aggregate more than IOOSQOO personé
resident ih‘such areas that are affected by this crftical trans-
portation problem. | |

‘Furthermore, the Bill No. 65 limits this tax ﬁo the year in
which those facts exist and no more. To continue the tax eacﬁ
year beyond the first, requires a new finding of su@h facté and

a similar certificate by the Commissioner in each subsequent year,
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Measured against the Supreme Court yardstick, Assembly
Bill No. 65, therefore, meets all of the constitutional require-
ments of the 1lth Amendment as a means of providing a tax program
"to meet a local néed and achieve an equitable distribution of the
tax burden,

Just as the smoker pays the cigarette tax for the privilege
of smoking, this bill is asking the interstate commuter to pay .

a commuters'! tax for the privilege of continuing‘to commute.,

Assembly Bill No. 65 presents a reasonable classification,

It is not discriminatory. It is, without a doubt, clearly
constitutionalo

And for those in our Legislature who take issue with this
conclusion, let them then repeal as oppressively discriminatory
the gasoline tax, the fishing license tax, the real estate tax;
the dog license tax, the cigarette tax, and finally, the inheritance
and estate tax. Thank you,‘gentlemen°

CHAIRMAN MUSTO: Are there any questions by any member of
the Committee? Mr. Wilson - Mr. Tate. (No response.)

Mr, Daly, on behalf of the Committee, thank you very much.

Are there any other people appearing here who wish to be
heard? (No response.)

VThere have been many telegrams and other forms of communication
received by the Chairman. They will be duly filed with the
Committee, reviewed, and then released for publication.

At this time the Chairman wants, on behalf of the Committee,
to thank all of those who have appeared here before us this morning.
I realize that to many of yoﬁg it was an imposition. Without
any further ado, if there are no other people to speék at this

hearing, I will consider the hearing adjourned.

(Hearing adjourned.)
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‘ ED BY MR. WILEY) | | | "
‘(.SUBMI'I,‘_TED BY MR _) - May 2, 1960

' MEMORANDUM -- PROPOSED COMMUTER BENEFIT TAX -
The propoSed-"commuter Benefit tax" would be designed to produce revenue

spec1fica11y for ‘use in solving transportation problems 1n critical trans-’

“portation areas. 1t is well recognized that the New Jersey—New York
metropolitan;region is now particularly critical, Presumably, a commuter

tax‘would“beboperative onlv»there atithe present'time. Under these facts,"

. the revenues from the tax would -be devoted to the solution of transportation -
' problems in that area. - o :; 2 1_ -"3?; o i v;n
The counterpart of this limitation on use would be the limited class

B of persons subJect to the tax It would apply only to the class most

{

idirectly related 1n an economic and act1v1ty sense to the‘critical area and

to the transportation problem,. Spec1f1ca11y, the tax would be 1mposed uponv
; ' l '
(1) the income of New Jersey re51dents from sources in New York and (2)

‘.the 1ncome of New York reS1dents from sources in New Jersé

I=
{

In a practical sense, the tax thus would be 1mposed In the very ‘income
produced as a result offthe movement and other activity thch gives rise."
to the transportation problems. ‘The c1a551f1cation unﬂerlying the tax 1s
‘espons1ve to- the habits and patterns of 11ving of people who are active -
“rin a critical transportation area 1ntersected by a state. boundary vIt
srecognizes the roots of the transnortation problem, i.e., the peak hour
"demands on transportation fac111t1es which are directlv o 1ndirect1y gener~x
‘: ated by the movement and act1v1ty 1hcrdent to persons 11v1ng in one state | 1'

J

fand working or narrying on.a busnness or: other 1ncome—producing activity in
' |

another. While 1t is not practicable to trace the specific lines of relation-
B sh1p in a11 cases, the aggregate relationship of the people to the problem fﬁ
g 1s completely clear, A tax of this type therefore would provide an equitable
‘distribution of the finan01a1 burden in relation to the objects for which

the revenues would be applied, and for which compensation in the form of

tax may-reasonably be exacted.
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The income of our residehts which would be taxed by such an act their '-
‘income from New York sources, is the same income which is now taxed by New |
k'York State.. Thus, our residents would be entitled to a credit against thewp
: New York tax for any taxes paid to New Jersey ‘fln | » | »

"g Comparably, the bill would provide a credit against the commuter

1benef1t tax for taxes paid by a non~re51dent to his home state._ Dependentf
| upon the specific computation of this tax, the result well could be that |
:New Jersey would receive all taxes paid by its residents, and New York .‘ji.,./
:_would receive all taxes paid by 1ts residents,‘;fgbi;'; -

Such a tax would enable New Jersey to meet the foreseeable needs of

”the tranSportation problem in- the New Jersey-New York area | Presumably, 1tff"

j:would be in the nature of a temporary emergency tax, its continuation or ¢f
'adjustment to be governed by the development and solution of transportation
;fproblems in the coming years.a rﬂa ffa“ii o | | | o |
- : The proposed commuter benefit tar“bill mould need onlv certain‘maiorvza
provisions (beyond procedural detail and the like), as follows-<'fv ;
J'E_i (a) a section which Would tax income and gains (1) of New‘Jersey'
| ﬁ_ resrdents derived from sources 1n a critical area state other than Newd
JerSey, and (2) of residents of such other states derived from sources
“f in New Jersey,‘ | ke | L o
",»;(p)_ a section establishrng tebles‘of.rates'for income end gain;
) (cﬁ.;a prov1sion for the standard 10% flat deduction'is §f}ff »
u(d)';a provrsron for itemized deductions'tflfafﬂa?f‘7H”
' ’_?(e)efa prov151on for personal exempt1ons~vft"1*
| tnf(f)h‘a prov1sion for tax credits ($10 and $25),
‘y(g)"a reciprocrty clause givrng tax credits forrtaxes levied

i

by the home state~‘




(h)sna»withholding:provision to’oover‘waées paidoin New.Jersey';‘
R to re51dents of . other states (to be credited and refunded after final
‘.'return under the reC1procity clause)~ ’
7 (i) provrsion for filing returns- S | |
(J) an optidnto pay the New Jersey tax by means of an assignment
‘to New . Jersey of the c1a1m for refund ThlS is needed because New Jersey
"~Vv_re51dents will presumably still have taxes withheld in New York There-.
fjwould be no. point to havrng them also pay New ' Jersey fqr theksame year,--
'and this can be solved by allowing the payment to New Jersey to consist |
‘if{iof the refund from New York- g | L | | |
| (k) provision to defineband'restrict the use of the funds to Eiiiﬁ
‘atfproper purposes justified by the classrfication, and providing suitable -
r'i:revenues if this is not doneoil | REn |
| | (1) prov1s1ons to includerestates trusts and partnerships in
3Wiilorder to givewtne tax an equitable distribution w1thout regard to the
"aform of/tusiness operationv"' o | | .
- i(v) identification of the state tan uniform procedure law (sub;
v:ﬁ;'title 9 of Title 54 of the Revised Statutes), to make repetition of

7e'its many applicable provisions unnecessary

"‘Specific aspects of the tax plan are treated in the following
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ilrem i;' The,Reciprocity‘Cianse |
u Sectionh3o3'of the New York Tax Law (Art. 16, ch, 66), cdvering the
‘ State income tax, now_prov1des that whenever a non-re51dent of New York
- has become liable to income tax to his home state, on his- net income and:
net capital gain derived from sources w1thin New York and subJect to tax
by New York, he shall receive a credit against the New York tax in that
rproportion which the income taxed by New York bears to the in¢ome taxed |
hy his home state. The credit is given on condition that the home state
e?tendsha‘snbstantially similar credit to New York residents.

N;This'provision,has‘been;part of the'NeW‘York law since 1919;_and its
: rheory is recorded in detaii in'the'writings of ekperts who had a hand»"
'1n the drafting of the New‘York 1aw.

It was felt that 1f the non—re51dent were not taxed, he could carry

on business in New York in competition-w1th New Yorkers who were subJeet
 to fax;‘and:that this-wouldibe an unfair advantage. |
| It was also felf fhat.if the: non—resxdent were not taxed the New :
v Yorker could escape tax by moving to.New Jersey, |
| It was also expected at that time that ali states'wouid'eventually'

- enact an income tax. In fact, in the brief of the Attorney General of New

B vork in the Yale & Towne case, it was said that°
| “The framers of fhehAct * * % looked forward tosthe speedy;
‘adoption of an income tax by the adjoining StateS° * ok ok
(252 U.S. 60, at 81 (1920)).
Of itself, the taxing of non-residents who were expected to be 'sub ject
'to tax by their home state, would result in double taxation Such a result'
-would not serve any of the purposes for taxing non—re51dents, and was
characterized by one of the consultants as "unjust"., To eliminate this,
he.propoSed‘fhe‘reCiprocity clause allowing credit for taxes_impOSed,by »
ihe hone state, asvenbodied:in,section 363, .See,NSeligwan, "Stndiespin'v

‘Public Fimamce®, (1925) at pp. 195-196.
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Conclu81on l .ji_’

o From the foreg01ng; the first concluSion is that the New York law has
'always contemplated that if the home state of the: non-resident taxes the |
bsame income which New York taxes, the taxpayer W111 receive a credit :
y-aagainst the New York tax Where the 1ncome taxed by the home state and by
‘f:New York 1S the same 1ncome, and where the rates are the same, the credit ;ffﬁ

',w111 be a 100% credit “ft5pf .

.ll Item 2._ Classifying the Income

The foregoing concluSion obv1ously suggests that a tax 1aw which taxes

. j‘ X
;*New Jersey re51dents on the same New York 1ncome on which New York 1hposesf

;ha tax, and on the same kinds of 1ncome derived by New York resrdents from e
[.New Jersey sources, would entitle the New Jersey res1dent to full credit :iw
‘ffgagainst the New York tax, so long as rec1proc1ty 1s extended | -
| The next question, then, is whether the classification of such a tax
;fjwould be valid Since 1ts object is to obtain revenues to be applied to

'f-eaSing the transportation problem between the two States, it is clear that E

I

= 1t can be sustained as valid
The question would be whether the classification is sound under the

;ﬁ14th Amendment., The authorities are quite clear that the 14th Amendment

T"does not impose an iron-clad inflex1b1e rule Classification has tradi-

*?]tionally been recognized as a necessary method for fitting tax programs to '

- local needs and usages 1n order to secure equitable distribution of the f":
Y?Ptax burden 1n the light of the nature of the need - Accordingly, legis-‘i .
'Lflatures possess the greatest freedbm in dec1d1ng on forms of classif&cation.
‘Their members are much more familiar with local conditions than any federal ,Y
,lgcourt can.be,.and the presumption of constitutionality can be overcome only“‘
:h'by the most explicit demonstration that a classification 1s improper° The

' "burden is en'the challenger to "negative every conceivable basis Wthh might

'vsupporft;ri:k;“,g See, Madden v. Kentucky, 309 U, s. 83, at 88 (1940)
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Conc1u°ion 2

if such a tax b111 be so de51gned that 1ts yicld w111 be devoted to
tranSportation problems which 1nc1ude 1nterstate transportation between thefr
states of which the taxpayers are re31dents,e perfectly sound ba51s for t'.
the’clas51fication would ex1st

This condition can be. Satisfied by including provisions to put the

'revenues in a separate fund which 1s to be used only for . such purposes

"This is adequate. It can be further buttressed by providing that the tax—‘fﬁ

payeribe“entitled'to»a'refund*of his pro rata.share of'any such tax MOney

'fas may be used for another purpose, and. suspending the tax from the time"‘

such other use begins until the refund is. honored

~Since the whole concept of the tax would be based on Justifying the

v.clas51f1cation by limiting the use of the funds by providing facilities

,' and services for which compensation may reasonably be exacted the common
'question of binding future legislatures does not’ arise. Future legislatures,
vlf they effectively authoriZe uses Whlch could not Justify the classifi-:rl-d

"cation, would simultaneously destroy the tax 1tse1f

- Item 3 ContinuanceioffReciprocity'

| The question naturally arises whether New York could repeal or modify ’

..1ts rec1procity clause to exelude New Jersey residents from the present right -

to receive a credit

Of course, the history’ of the New York law completely negatives the'

thought of outright repealer, as it would be wholly 1ncons1stent with 'ﬁ-'

'unbroken policy since the law was enacted, 41 years ago.

In addition, the fact that some 31 states have tax laws already, under

which they can gain credits for their residents by extending the same reci-

»procity, means that a repealer would affect all of them, and make double

-taxation the rule rather than the exception. ThlS p0551b11ity-is unrealistic.

37



Alternatlvely, it may be supposed that New York would‘con51der.amend1ngb
the rec1proc1ty clause so as to exclude New Jersey, but not other states..
'Th1s alternaflve is fr1volous because such a step would be dlscrlmlnatory
‘and would v1olate the priv11eges and 1mmun1t1es clause 1n Article IV of the
'United States Constltutmon | ‘ |
Pinally, of course, there is the actual fact that the rec1proc1ty

clause was 1nc1uded in the New York law from the beg1nn1ng, with the expecta- :'
tmon that New Jersey would eventually tax 1ts own re51dents on the same
o 1ncome whlch New York taxes. The tax law under d1scuss1on would do no. more'd.

‘lthan br1ng that expectatlon 1nto réallty. H_;.‘ ‘;: ) gj]

'lfConc1u51on 3.

: : & s
Under present New York law, the 1mp051t1on of the tax under d1scuSS1on

.. 1§ expected Repeal or change of the rec1proc1ty clause would be e1ther

’Tpractlcally 1mp0551b1e or 111ega1.

‘Item‘Ar_'Revenues from.a commuter;tak._
It is diff’icuu‘t"o get aceufaLt'e 'ésrimates of the ‘réve'nue?»t'd be der’iv'ed

from a commuter tax drawn as an- emergency transportat1on tax measured by |
'hincome now taxed by New York |
v.f‘ The 1ast f1gures avallable ‘were for 1957 and the amount.which such a
‘Ltax would have ra1sed for that year would be. $27 m1111on Assumrng about»
::$2 milllon for admlnrstratlve eXpense 1eaves $25 mllllon net.; PR
However,vthe use of $600 and $l 200 exemptions, the known increaselln
i general 1ncome levels, and the extensron of the table to a maxrmum 10% rate'
pfwill bring the total somewhat hlgher. The h1ghest estrmate made (and rt ”
is a guess) is $40‘m11110n, whlch would 1eave $38-million net after'expenses.f:‘
'g If the tax revenue were app11ed to current yearly needs of a transpor-
' taflon fund the balance could then be accumulated 1n an endowment fund durlng‘

c

the temporary per1od that the:tax is in effect, say, perhaps lQ years. Such
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a fund éould be invested and theé income used to finance annual needs after
the tax expifes. It could also be used as a revolving fund to finance
projecfs that are able to eventually reimburse the fund, thus providing
thé greatest possible use from the revenues raiséd,

Pending_recéipt of the tax in 1961, withholdings from non-residents
(perhaps $10 million); to be later refunded, would be available to meet

immediate cash needs.

- Stephen B. Wiley
Counsel to the Governor

39



" . President

| RIEW JERSEY S‘I’A‘I’E CIIAMBEB OF COMMEMﬁE

| 54 PARES I'I.ACE NEWARK 2 NEW JEBSE"
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T0: - Hon. Willlam V. Musto, Chalrman
. and other Members of the
’.‘.;Approprlatlons Commlttee of the
‘ General Assembly

i

: Because the relevant comm1ttees of the New Jersey State Chamber
kriof Commerce are not meeting until next week, we regret that it

s 1mp0831b1e for the State’ Chamber to submlt a statement today
- to the Approprlatlons Committee with respect to Assembly B111

No. 65, the "Emergency Transportatlon Tax Acth. -

I )

,Wé should greatly appre01ate the opportunlty of appearlng before
~ this Committee at a subsequent hearing to present the views of =

‘the State Chamber with respect to this bill or, in:the absence

v:‘of a subsequent hearlng, the opporfunlty of illlng a statement
‘ w1th this Commlttee. '

i
»i

_ ALBERT H, ACKEN .
- Executlve V:Lce Pres:Ldent

* Serving business, industry and agriculture since 191‘1



(WESTERN UNION TELEGRAM)

‘d East Orange, N J.
May 20, 1960
9 lO a.m., mbl B
H. A, Tnenas, Jr;;“v | _ |
Dae to an emergency?aoning andrnlanning problem'that»nusf :
be reselved before Monday morning so that construction onj'
a new building may commence, it will be’ impossibie for men
to attend today's public hearing on Commuter Taxe ‘
However, in view of the mounting commuter crisis ,
Vthroughcut ‘the State and for its probable benefit to the
citizens of East Orange and other cémmuting communities,j
I endorse the Musto Bill in prin01p1eo |
Inasmuch as the Musto Bill proposes what cauld
" be a long range financial solution, 1 also urge immediate_'
favorable action on the administration biii for raii
contract service in order to preserve our rail commuting 57
: facilities on the Lackawanna Railroad pending solution o
‘of the long range obgectives.,“ » |
I would appreciate this message beingvmade part

of your record of this hearing on the Musto Bill.

James W. Keliy, Jr..!'ci
Mayor, East Orange.



. “:State House ..

~ 'VINCENT P. BIUNNO + 321 FOREST AVENUE » GLE, Rer, N. L

 May 20, 1960

:Honorable William Musto': fliiu'iiv,' ‘pbi',ff: BRI »fxfuf1“”
'7Assembly Chamber = LT e O

U‘,;jTrenton, New Jersey

o _ - Re: Assembly Bill No. 65 |
“*fiDear Assemblyman Musto-ui;f*i ) S A

o ThlS wi11 acknowledge your kind invitation that‘I be present ;i
at the public hearings on May.20, 1960, when the above. bill will be. dis-- -

" cussed. As I understand it, yourthought was that I be available to answer

‘questions which might conie up either on the part of committee members or .
. on the part of one or. more . persons coming to the hearing.v
. el I —
I would very much 1ike to attend to give whatever help I

_'_can to a full and clear understanding of the question, Most unfortunately,'
- - however, the date set is one on which I.am committed to present the results
. of a recent survey of data processing experiments to a committee of the

- " .New Jersey State Bar Assoc1ation, and this ‘makes: it impossible to be
t,(present. S . . , . .

"fin the accompanying memorandum the questions which seem to me to be most
'ulikely to come up-or in which there may be interest along with the answers
- to those questions. ’ o . :

I leave it entirely to your judgment how this material .can j

rfbest be applied for the sole purpose of increasing the" public's full under~

~standing of the bill and its implications. What the disposition on the
~ bill might eventually be is of no personal concern. :My only object is
~to help 1n the difficult process of achieving its understanding. '

Aside from the questions in the memorandum, there are some.

\'fpoints that probably should be noted at the outset ~and these I will mention o

o here. ‘ ,

. o Bxcept for a rather full account quoting extensrvely from the

.,written materials distributed when the proposal was announced, I have read
no really accurate presentation of it in the newspapers. :
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»

th..William Musto, 5/20/60 ”'7h' ;f'”‘ - : - 2i;.:

. I ‘do not 1ntend here any criticism of the press, being well
aware of the problems and difficulties which it faces. It is nonetheless
a fact that the great maJority of the accounts which I was able to read
were directed mainly to the. reporting of reactions, comments -and’ opinions
of people ‘who did not have ‘the bill itself or any underlying material, and -

~-who had no opportunity to make any study of the legal ‘questions. involved

at the time their statements were made, I say this because a number of
capable newsmen asked what I thought of the comment made by X or Y, were:

- in turn asked by me what material X or.Y'had available and they replied
that only newspaper accounts were . available.

i . . - .

with a11 due respect to the persons commenting, I suggest that

vthevcomments were of little value. Yet, this is about all that the general
'public has had available to’ it, and it is still true (even though they “are

taught otherwise) that public opinion is shaped mainly by press accounts

'fand most of all by headlines.

. ."i" The point is well illustrated by the observation that many of

:;the editorial expressions published were:' clearly based on imcomplete or

inaccurate facts, regardless of whether the posrtion taken was favorablex
or unfavorable. - : Lo o

: The miracle of the democratic process was emphatically brought
home to me over the last two years, and it is clearer than ever to me that
it works best when the public gets the facts straight. How the public -may

feel is wholly unimportant. It is only important that it know ‘the facts,’-v”
, because the public is fully capable of - making sound decisions. SR i

. : In the hope that the accompanying material may be of some small
aid in. that direction. ~ I furnish it for what it may be worth., . If, in the

~ course of the hearing, you should have a question presented which the memoran->-”
dum does not cover, I will be happy to give you the answer to it so that
};you may, in turn, pass it on to the questioner. : - :

/s/ Vincent P. Biunno f;_'

Vincent P. Biunno.':

‘1:ﬁHC1§V'”



Q@ |
‘?A;'vIt is a tax bill imposing a tax measured by income, with a scale of

1'A.jfThe bill taxes all residents of New Jersey, but only on the income

“As Because the tax is intended to’ be used only for transportation.problems o

'MEMORANDUM RE: ASSEMBLY BILL NO. 65.(1960)

What is the general nature of this bill?

"rates beginning at 2% and increasing to a maximum of 10%. '

Who would be taxed by the bill?

-~ they receive from activities carried on in another state, provided

there was a critical transportation problem between that state and
New Jersey. The bill would also tax the New Jersey income of people:
who live in the other state. To keep the explanation simple, we. will
assume that the law WOuld apply to NEW'York. ‘

' Whopwould decide what states would be involved?

“»A;'~The State Highway Commissioner would have to make a finding that there

‘was in: fact a critical transportation problem between New‘Jersey and
: the other state. ; : ‘ ‘

Whi is this requirement included?

with an interstate ‘aspect. For example, transportation between New -
- Jersey and New York involves crossing the Hudson River‘ and the facil-
~ities and services for that crossing are very much more expensive than
‘ordinary transportation. For this reason, ‘the law requires that it

be a fact that there is a critical problem, The strength of the law L s

i"rests upon the strength of the fact,

'.Some people have expressed the opinion.that the law would be unconstitutional. hv

: :IS this true?

}. A As the bill is drawn no one can legitimately say that it is uncon-

‘stitutional, Xt would only be after the bill has passed, after the
 State Highway Commissioner has made a finding, and after the facts
. upon which his finding was based were thoroughly studied would anyone
'V«-be in a position to argue ‘that the bill was invalid.YE x

. Until that time court decisions require that it be assumed that the

'V,Highway COmmissioner would make only proper findings based on actual
i facts. e i v S : ; ! e
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1-What about the claim that it is: not 1awfu1 to tax’ only some people and
: not others? Wouldnft that make the 1aw bad? ' : v

' A, .Not-at all. The Unlted States Supreme Court has ruled ‘many tlmes that

state legislatures have great 1at1tude in deciding how to assess a
© tax in what they consider to be a fair way. This is: the theory of

classification. The Supreme Court has ruled that a classified tax

© . law starts out with a presumption that it is valid, and that anyone
who says it is not must convince the court that there is not any
possible basis for justifying the classxfication. _This is an extremely

: heavy burden.,v ' : ‘ : S .

) j@re‘there any examples of such taxes? L

jA;';Yes., Very many. 0ne example we have in NeW'Jersey is’ the Atlantic c
+ City sales tax., When the: law was first passed, it permitted the tax
in order to meet the emergency caused by a destructive storm along
- the Jersey shore -~ but it was so drawn as to apply only to Atlantic

City. Our courts held the bill was bad because other shore ‘towns had

- also suffered severe damage. The law was passed a second time, ‘making -

*the tax permissible in any shore community and it was held to be good. -

.. The tax is a classified one because it can only be charged along the = -
- shore, and the justlficatlon is that the storm damage was along the

shore. : v , e

Another fam1liar example is the Unemployment Tax, If you are se1f~
employed, or if your employer has less than four. employees, no unem-
ployment tax is imposed. - Some people are taxed, others are not, even = -
though anybody might be unemployed. But the benefrts can .only be usedx'
for the people who pay the tax, and this makes it va11d. . ,

'Very similar to this is the social security tax, Another example is
. the business corporation tax which 1s not imposed on individual and
partnership business, ‘ , o

If the tax money is used for interstate transportation problems between
.@New Jersey -and New York, won*t the benefits also help other people who don’t
;pay the tax? ‘

'A. This bill does not anow that. Keep in mindthat thisl b’il}i ,1evie’s- the
tax and defines the kind of -thing it can be spent for., It is not an
appropriation bill. If the tax were imposed and a later appropriation
"bill tried to spend some of the money to help people who did not pay L
the tax, that bill would be open to challenge but not the tax b111

g



' Q. an*t 1t be- 1mp0551ble to make sure that the money goes only to help
people who pay the tax? ' S R : K

‘ C;_AQ» Not at a11 This is merely a matter of being careful when the funds
. are to be applied, For instance, it could be provided that anybody
~ who paid the’ tax would be entitled to buy H & M commuter tickets at
10 cents a ride, with the tax money used to buy contract service for
i the difference between the lO cents and the regular fare charged to DR
o fothers.;, . ‘ , o . R : R

-:fi;:Auto riders can- be benefited the same way with tunnel and bridge tickets, il _
"”‘for with parking charges..g" e e iz‘ o S

..T;won the other hand “if something is to be built like a tunnel for ex-'
‘»Qlample, a fair appraisal of how:much of the cost was due to- serving the"
" needs:of Hxx people who pay the tax and how much for others, would
- control how much of the total cost could properly be paid out of this
“*-ftax money,»f L t » ORI TR

'f‘th Are there any examples of this?

“wjﬁYes. Suppose a city builds an’ improvement like a highway. The law SRR
' .allows the. city to- levy a tax on the owners of the property along the S
. highway on the theory that the highway is a benefit which makes the
‘... land more valuable‘ ‘At the same time, other people owning land off
.. the- highway but near it may also find: their land worth more, but are
“-not taxed. This: system is perfectly valid because no' tax law, even -
L benefits tax. law, is. ‘expected to be absolutely perfect.i All that is L
5;?requ1red is that it be well designed N O o B

th@ fSuppose this law applied to’ people who work 1n New York? would they have-fl'
"’;fto pay a double taX? L e

Noa Nethork 1aw allows them a direct offset for the taxes Paid to v B

. . New Jersey, They ‘would pay not a penny more than they would haye to .

. pay without this tax. The major difference is that they would be - - -

© 7 certain to get high value for their tax money, whereas they get almost
- no value now,vi-i : N , PP ,

~[Q{f Haven*t New York officials said that they would not recognize this tax as f ﬁf}
© ° ‘one entitled to an offset, and wouldn*t this mean a double tax? S S
3-A; There has not been any official and binding statement in New“York

" Whatever statements there have been do not appear to be anything more IR
«than casual,_off—hand comments by individuals.vf'rv. Lo

'niThe fact is that the offset provision has been in the New'York law

. for 41 years, It was put in there expressly to prevent a double
‘ tax if New Jersey taxed the same income NEW'York does. o
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Q.

The fact also 1s that this very year, 1960 New York re—enacted a -
whole new tax law, in which it again: included the offset clause. The
fact further is that the 1960 New. York clause is ‘even more clearly

“worded than before, to apply to "any income tax by the home state on .

s the same ‘income.

'This reenactment expresses offiCial policy of the 1960 New*York Legis-.wv»tf-

- lature, which passed it, and of Governor Rockefeller, who signed it.

,:uome people have said that New York could amend that clause in special

session or next year, ‘to. prevent the offset for the commuter tax. Is
this true? , :

A

‘No one- can say what New York might try. But”the fact is that if théYs':
»%try to change their clause to deprive New Jersey residents’ of the right -

to offset while they continue to give. it to the residents of other’

;'states such as California, Delaware, District of Columbia, and so on,

they will be on very dangerous ground. The reason for this is that

~ Article IV of the United States Constitution guarantees that if a
‘state law gives a privilege to citizens of one state, it must give

. the same privilege to citizens of other states. Lo

It dis well knownthat 1arge numbers of New Jersey citizens earn their __1_f

income entirely in New York or nearly so. For them —- and they are

among the people taxed under this bill -~ the tax has exactly the same -
effect as California*s or Delaware®s, and so on. Therefore if New -
York continues to give the offset to California, it cannot refuse the SR
same. offset to New Jersey. : :

In that case, can®t New York take away the offset from all the states, and .

.

But

A.

'give it to nobody?

It is poss1b1e that New York has this power, = If they exercise it,
however, they will be taking on a battle with all the states which
used to have the offset, not just New Jersey, and they ‘will make "
double taxation the rule rather than the exception. 'They will also
expose their own citizens who live in New York to double taxation in
other states. These practical facts prevent any realistic chance '
that New York would dare to go that far.' :

suppose they do go that far? What then?

If they do New Jersey will know it 1ong before the first returns

~are due in April 1961, Qur Legislature will havye plenty of time
“"to act to prevent double taxation. ‘

In addition, if New York would go so far as- to make it state policy ,
‘to impose double taxation on New Jersey, then we ought to know it.

New Jersey should know exactly where New York stands on this. question,

W



' Q};because”New Jersey's own policies w1th respect to New York - and -
' .there is’ no thought of pureiy retaliatory acts here ~= would then have
f,to be completely reexamined and New York would be the loser in the-

. “Yong run, In fact, if New York wants double taxation and actuaily
- tries to do it, the best solution to the commuter problem would be to f;
. move as- many offices from New York to New Jersey, where there wonld” S
 be“no income - tax. Modern systems of communication substantially
reduce the neces31ty of crossing the river at all. Business can be

ﬁconducted on the west Side of the HudSon just as effectively’as in

,ome”peop e are. afraid.thatlif this bill isvpassed it might be the,first,u
" step toward an income tax onvall income of New Jersey residents, Isn*t
a this dangerous? e : R o T ; ‘

fThis bill has no such effect.- It has no connection with whatuhas :
been called the "broad based" income tax. No one knows whether such -
a tax will be passed in New Jersey. Those who think it should be
admit that the opposition to it is very heavy. This. bill, if enacte
L g’Would make it no easier to pass such a tax, - If it has any" effect :
"~‘”:wou1d make it harder..~- : > -

‘1»,:;The reason is that one of the arguments for the broad. ased tax is.

that part of it would come from the New York tax. But if this biil
is. passed ‘New Jersey will already ‘be. getting the taxes now ‘paic
New York, without a broad based tax. This eliminates one. of theﬂ
powerful arguments for such a tax..,gﬁg L ek

"Is there any way" of_finding out before the bill is- passed, tha it wi
definitely be a‘g’od 1aw, and that New York would give th

‘Eyery law that is passed is good until such time as a Court says it e
is not..  Qur legal system has no 1aboratory where laws can be tested
‘n advance,  There is, however, no danger in passing the law, for if
a court should decide that it is not good, there will not be any tax
to pay,.  If it holds the law is ‘good, then the ma jor objective of -
financing emergencies for transportation will be achieved

So. far as New Ybrk is concerned it has no problem which it must face
‘unless the bill is ‘passed. Then, and only then, will’ New York be
“-,_.obliged to act officially, either to recognize the tax or to. oppose 1,;;
-0 it, Until then, New York officials can freely say whatever they think =
© o might frighten New Jersey. ennugh to prevent passage of the law. If o
. New Jersey allows itself to be frightened it will be yery. foolish
. because it always retains full control of. its own tax laws, Only - 5
' passage of ‘the bill -- nothing else -- will give New Jersey the .answers '
. which-it must have. If New Jersey does anything 'less, it will“be S o
“”‘,ﬁ}aIIOWIHg New*York to dictate to NeW'Jersey what kind of 1aws it can
Fie pass. e SCIE - L e S
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| Q;_ But wouldn*t this b111 freeze thelnequltymmich now ex1sts 1n New York*s
' treatment of non-res1dents? WOn*t it make New York unw1111ng to give equallty?

A

-ThlS tax has no connection w1th the equalitv problem. New York’s, ‘
- conduct on that question has been nothing short of, disgraceful. —Its

.f7f officials have admitted the 1nequity, they have conceded that it is»
' .wrong, they have recognized that New Jersey has a perfect right to

use whatever tax system it wants to, and then, in the face of all these

_pious declarations it has suggested changes which would actually result

in a higher tax on many New Jerseyans, or else, when that was shown

up, . promlsed a very modest adJustment Whlch never left Assembly com-

mittee..

There is no reliéble indication that New York Wiil ever do all it
should to provide tax equity. Bach passing year, each “wait *till
next year', makes it more and more unlikely. The reason is that the

money they take from New Jersey residents has grown larger every year,
~and New York has acquired a habit-forming addiction which it 1acks
‘the w111-power to break._‘. : v : .

fUnder these conditions it is wiser to forget about "equal treatment"‘
. for the moment. When New York has become cured of the habit and - is

- no longer accustomed to the heavy take from non-residents, it may

prove to be much easier to get tax equality, because it will then

- cost New‘York noth1ng.'l_,
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