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STATE OF NEW JERSEY

JOINT RESOLUTION No. 4
[Laws (1944)]

A Joint ResoruTioN creating a commission to investigate the ques-
tion of the valuation and taxation of intangible personal prop-
erty and related tax subjects, and to prepare and recommend
legislation in connection therewith,

B 17 RESOLVED by the Senate and General Assembly of the State
of New Jersey:

1. There is hereby created a commission to investigate the ques-
tion of the valuation and taxation of intangible personal property
and related tax subjects.

2. The commission shall consist of five members to be named by
the Governor, one of whom shall be a member of the State Senate
and one a member of the House of Assembly, who are hereby
empowered to undertake and complete the investigation authorized
by this joint resolution.

3. The Governor shall designate one of the members to be chair-
man, and the Department of Law shall render such legal services
as may be necessary. The commission may employ a secretary and
such technical and clerical assistants as may be necessary. It may
sit during the recess of the Liegislature or after any adjournment
thereof. :

The commission may hold hearings in any part of the State and
is empowered by its subpeena to compel the attendance of wit-
nesses and the production of books, papers and records, and upon
the completion of its said hearings shall embody its findings and
recommendations in a report, with proposed legislation thereon, te
the present or a succeeding session of the Legislature.

This joint resolution shall take effect immediately.
Approved March 29, 1944.
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STATE OF NEW JERSEY

COMMISSION ON TAXATION OF INTANGIBLE PERSONAL PROPERTY

‘WEeDNESDAY, NoVEMBER 29, 1944

AssemBLy CHAMBER
State House
TreENTON, NEW JERSEY

The Commission met at 10:30 A. M., pursuant to notice, in the
Assembly Chamber, State House, Trenton, New Jersey, Dr. John
F. Sly (Chairman) presiding.

Present: Dr. John F. Sly (Chairman), Senator David Van
Alstyne, Jr., Assemblyman Jacob S. Glickenhaus, W. Paul Still-
man.

- Also present: James A. Arnold, Jr., and William Miller, re-
search consultants to the Commission.

Absent: Norman F. S. Russell.

The CmarrmMaN: The meeting will come to order.

The Commission on Taxation of Intangible Personal Property
was appointed by Governor idge under authority of Senate Joint
Resolution No. 4 (March 29, 1944), and was by the terms of this
resolution directed to study the assessment and taxation of intan-
gible personal property and related subjects and to recommend
appropriate legislation to the 1945 Legislature.

The Commission has met frequently since April of this year.
It has engaged in a thorough study of its own and has listened to
numerous tax authorities and to interested groups and individuals.

The Commission wishes to make it plain that under the terms of
Senate Joint Resolution No. 4 it is not charged with revenue-rais-
ing duties. It is not, therefore, engaged in financing public serv-
ices or in providing funds for any specific purpose whatsoever.
Any funds that might accrue to the State as the result of its studies
(beyond such replacement revenues as might be appropriate)
would be purely incidental to adjustments in the interests of
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removing inequities from the State tax structure in the field of
intangible personal property and related subjects.

Before coming to any definite decision, the Commission wishes
to hear all interested persons and has accordingly arranged these
public hearings. The Commission is grateful to those who have
consented to come to Trenton today and tomorrow and give the
Jommission the benefit of their counsel and advice on this import-
ant subject.

The hearings that have been scheduled for today are as follows:
This morning the Commission has arranged to hear the Committee
on Taxation of the New Jersey Bankers Association; this after-
noon at 1:30, the Committee of the Board of Assessors of the city
of Hlizabeth; at 2:30, the Personal Property Tax Committee of
the New Jersey State Chamber of Commerce; at 3:00 o’clock, the
President of the Hudson County Board of Taxation; and at 3:30,
counsel for the Jersey City Chamber of Commerce. These are all
of the scheduled hearings for today.

The Commission has had two documents filed with it, which the
chair would like to introduce into the record at this time: A state-
ment by the Assessor of Flemington, New Jersey, regarding the
taxation of intangible personal property in Flemington; a letter
from Mr. Donald Stevens, speaking for himself, to Mr. Norman
Russell, a member of the Commission, pertaining to the taxation
of intangible personal property in New Jersey.

The first scheduled speaker before the Commission is Mr. L. G.
MecDouall, Chairman of the Committee on Taxation of the New
Jersey Bankers Association. Mr. MceDouall.

Statement of L. G. McDouall, Chairman, Committee on Taxation,
New dJersey Bankers Association )

Mr. McDouvarr: Dr. Sly and Gentlemen of the Commission:
In June of this year, the Honorable Frank D. Abell, President of
the New Jersey Bankers Association, by and with the approval
of the Executive Committee, appointed a special committee of our
Association to study the problem. We felt that we would like to
bring into the picture someone who might have some fresh views.
Accordingly the Association retained a group of experts with
whom we have been meeting over the past many months and
who have expressed their views to us in a report which I shall file
with this Commission. I want to make it clear, however, that this
is the report of our experts, and up to this point it is not yet the
recommendation of the New Jersey Bankers Association. The
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report contains many thoughts and ideas bearing on this subject
which we believe and hope will be helpful to your Commission. It
stands to reason that in the limited time at our disposal, we could
. not, and have not, been able to explore the taxing situation of the
State as a whole. That, we believe, should be done in the interest
of finally producing for this State what we might regard as a
reasonably model tax structure.

" Let me come to the point of the recommendations of the New
Jersey Bankers Association without further ado. We unqualifiedly
recommend to this Commission that the intangible personal prop-
erty tax be repealed. We are not unmindful of the fact that the
intangible personal property tax produces spotty revenue in some
of the political subdivisions of the State. What that amount is,
we do not know, but I think that we have a right possibly at least
to estimate or guess, if T may put it that way, what we think that
revenue produces. - We are of the belief that the personal property
tax on intangibles as it is spottily assessed in the State of New
Jersey by the various political subdivisions ‘at this time, possibly,
and T say that advisedly, possibly produces a revenue of some-
where between a million and a half and two million dollars. If
the suggestions which we are making were to prevail and your
Commission were to recommend legislation for the repeal of the
personal intangible property tax, we are not unmindful that that
possible revenue of a million and a half to two million might have
to be replaced in the several political subdivisions which have
availed themselves of the intangible personal property tax.

Now, then, coupled with our suggestion for the repeal, or rec-
ommendation for the repeal, of the intangible personal property
tax, we feel that as a temporary expedient, and I say ‘‘temporary’’
advisedly, as a temporary expedient the franchise tax of this
State should be doubled or trebled. The query naturally arises,
““What would that produce?’”” From the figures and studies
which we have made, there is an indication that the State now
enjoys a revenue from the franchise tax, both on domestic and
foreign corporations, of approximately $1,600,000 a year. If our
suggestion is to be seriously considered, the doubling or trebling
of the franchise tax would therefore bring into the State $1,600,000
or $3,200,000 additional. But let me make this erystal clear, if T
may. When we say increase the franchise tax for one year ouly,
when we ask you to consider doubling or trebling the franchise
tax, we have in mind only for one year because we are not unmind-
ful that a doubling or trebling of the franchise tax, if it were to be
continued as a definite part of our revenue-producing measures in
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this State, would not produce the $1,600,000 or $3,200,000 because
the doubling or trebling would result, we believe, in many corpora-
tions resorting to other avenues and thereby reduce the total tax
which the State would collect. We have, in our thinking and in the
estimates and with the advice of our experts, arrived at the
conclusion that if you were to continue that method of taxation
permanently, it would produce $2,000,000 rather than $3,200,000.

In the thinking of our group, we believe that under the very
careful study and very fine work which your Commission is doing,
it is almost a superhuman task to expect your Commission to pro-
duce a model taxing statute between now and when the Legislature
convenes in January. We therefore are of the opinion that this
Commission should be continued, or shall T say reappointed—
whatever the proper procedure is—so that it may continue its
studies. If it is continued, we believe it should be done under
suitable appropriation so that this Commission may have available
to it as many of the expert services as are required to produce this
so-called model taxing act that we are discussing.

It may not be necessary even to double or treble the franchise
tax for one year. The reason that suggestion is made is that it
was in some measure to replace the loss of revenue to the several
political subdivisions of the State. It may be that if this Com-
mission can be continued and can produce this model act, you could
do so in time so that the necessary legislation might be passed and
enacted some time prior to the middle of 1945.

In the report that I shall file with the Commission are many -
suggestions. We think that in the studies we have made under
the very able assistance of our experts, we have some ideas that
may be helpful to you. We don’t think for one minute that we
have got ‘“the idea’’ or that our idea is ‘‘the idea’’ that should
prevail, but we do suggest that the ideas that are reflected in this
report could very properly be a basis upon which some model tax-
ing structure could be enacted. We are hopeful that this Commis-
sion may finally lead us in New Jersey to the finest taxing act that
any State in the Union would then have.

1 want to make one observation while I am here. We bankers
know, and this isn’t just hearsay, we bankers know of industries
that are now ready and willing to locate in New Jersey but they
say to us, ‘‘Not until such time as you put your taxing act in shape
so that we will no longer be fearful of tax lightning.”” They say
to us in New Jersey today, ‘‘No business can possibly know what
its tax bill is at the beginning of the year because we cannot tell
when some assessor may decide that he wants to hit us for a sub-

4.



stantial assessment on intangibles.””. If we are to bring these new
industries here, which mean payrolls, increased property values as
represented both by real and tangibles, we must know now if we
are to get them here to enjoy this post-war prosperity. These
international and national organizations are ready to come here
if we can give them the necessary assurance that we are going to
have tax sanity in this State as applied to industrial organizations.

Then, too, I would like to point out to the Commission that we
have the competition of our neighboring States. The studies which
we have made include Massachusetts, Connecticut, New York,
Pennsylvania and Delaware, and we people here in New Jersey
would like to have an opportunity to compete with our neighbors
on the east and west and north and south. We cannot compete
today unless we can have this intangible tax repealed as it applies
to personal property. We need only remind the Commission of
the constitutional amendment in New York State that does not tax
any intangibles. We need only remind the Commission Delaware
has a similar provision. We would like to be put in a position to
keep not only the very fine business we have in New Jersey but
to attract and win this additional business which we know we can
win if we have the help of this Commission in writing a sound
tax structure.

Mr. Chairman, that is all that I have to present to you at the
minute, although we are here and we are ready to be put on
the ﬁring line. We have some thoughts. We are ready to express
them. - If there are any questions that you and your associates on
the Commission or anyone else have, we shall attempt to answer
them to the best of our ability.

I appreciate the opportunity to present this message from our
group, and we will file the reports with your Commission. Thank
you very much.

The Cmamrmax: Thank you, Mr. McDouall, for your helpful
statement. - Do you have any other member of your committee who
would like to address the Commission at this time, Mr. MecDouall?

Mr. McDouarr: T am glad to say the bankers have taken this
thing seriously and all the members of our committee are here.
One of the experts, Mr. Walter Cooper, who is expected to be her e,
I haven’t seen, but Mr. Mattersdorf, one of our other experts, is
here. Mr. Mattersdorf has had a very broad experience in these
matters, having been very helpful to the State of New York,
in getting their laws in shape. So much business has left New
Jersey to go to New York, we felt the only way for us to counteract
that was to retain him as an expert. He is here, and members of
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our committee and our experts. We will be glad to answer any
questions we can. ‘ '

The Crarmax: We shall be glad to hear from Mr. Mattersdorf.
Will you please identify yourself to the reporters?

Statement of Leo Mattersdorf, Tax Consultant,
New Jersey Bankers Association

Mr. MarTeErsporr: Mr. Chairman, Members of the Commission:
In this report which Mr. McDouall will file with the Commission,
you will find we have made a study of the tax situation in this
State. We have also made a fairly thorough study of the taxation
of personal property in other States. As Mr. McDouall has called
to your attention, the State of New York, by constitutional amend-
ment, in 1938, prohibited the taxation of intangibles at ad valorem
rates, and has specified that only the income on intangibles may
be taxed as part of a general income tax base. As a consequence,
intangibles as such are not taxed in New York. Further, personal
property is not taxed in New York by statute. That provision is
contained in Section 3 of the Tax Law. In Delaware, the constitu-
tional provision is rather broad, and does not deal specifically with
intangibles, but by State law personal property, tangible and™
intangible, is not taxed. I might point out to the Commission
that of all the States which border New Jersey, New Jersey, so
far as the franchise tax rate is concerned, has one of the lowest
taxes. In my opinion the structure can be brought to a fairly
sound basis and be competitive with other States in that the rates
would not necessarily be so high as to drive business out of the
State. In the studies that we have made, we have found that many
companies, industrial and others, have left the State in recent
years, particularly since the intangible tax has been enforced in

-some localities. A study of the intangible situation in all the
States in which the tax exists has shown that it has not been
enforceable. There are only six States in the Union which tax
intangibles at a general property tax rate. New Jersey, of course,
is one. The others are mainly agricultural—Maine, Missouri,
Arkansas, Texas, and New Mexico. Maine is making a study now
to do something about its general property tax rate as applied to
intangibles, but just what the recommendation of the commission
there will be, I have no means of telling. Missouri has made a
very thorough study of its situation in connection with a revision
of its constitution, and I understand that the general property tax
rate will probably be abandoned although whether a low mill rate .
or some other method of taxation will be adopted, is difficult to tell.
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I call the Commission’s attention to the fact that no matter how
intangibles have been taxed, that is, whether at a general property
rate or low mill rate, it has not been a satisfactory means of taxa-
tion. In the first place, intangibles are very easily hidden. In
many cases, people resort to the shifting of intangibles to other
States, the shifting of their domiciles or the investment of their
money or other funds in tax exempt securities. On the whole,
the taxation of intangibles has had the effect either of driving
business out of the State or locality, of shifting funds or securities,
or of the defeat of the tax in other ways. There is no known
method, so far as I can determine, which has ever resulted in a
satisfactory enforcement of the tax. The problem is particularly
acute where intangibles are assessed by local officials. There is no
uniformity throughout the State. It has been the experience not
only in New Jersey but in Maine and other States that industrial
concerns and others have moved to other localities in or have
moved out of the State. I doubt very much that if the State itself
were to enforce the tax and make it uniform, anything would be
gained thereby. You would have uniformity, it is true, but if any
attempt were made to assess property at its true value and tax it
accordingly, the tax would be confiscatory. I need only mention
that with a tax rate of 6 per cent or $6 a hundred, the taxation
of intangibles at full value will result not only in the confiscation
of income but of some of the principal, and I use the term ‘‘con-
fiscation’’ advisedly.

While we do not recommend an income tax, the taxation of
intangibles at general property rates, or even at low mill rates,
results in higher tax than a tax on the income from those intan-
gibles. In that respeect, it is well to bear in mind that when a
business moves to New York, the personal property is not taxed.
In those cases where trusts are created, by nonresidents of New
York or a person who in his will creates the trust and is a non-
resident of the State at the time of his decease, the income from
the trust is not taxable in New York, if the trust does not carry
on business there. That is the type of competition which the State
of New Jersey has to meet. Also various amendments have been
adopted to the franchise tax law in New York, which makes it much
more attractive to do business there. That is another type of
competition which New Jersey will have to meet.

I do not think I have to dwell on details, because those details
are given in this report which will be filed with your Commission.
In it, we have made various recommendations regarding means
of raising revenue, if the Commission feels that the elimination
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of the tax on intangibles will have to be replaced in other ways.
We have made recommendations as to the distribution of revenue
from these various taxes. There is very little else that I can add
except to point out that studies have convinced me that the prob-
lem facing the State of New Jersey is serious; that the trend in
this country, as has been stated in a report of the New York State
Tax Commission, is away from the taxation of intangibles and
away from the taxation of personal property altogether. Two
States, as T have said, already have taken that step, New York
and Delaware, your neighbors. I think the trend will continue
and this is the time, of all times, when tax revenues are high, when
the cost of paying taxes is low, when you are not faced with a
depression, to set your house in order. That is the attitude that
has been taken by other States and that is one reason so many
studies are going on at the present time. Among other States
that are making studies today are Maine and Rhode Island, and
some western States. I mention States in this ‘‘vieinity’’ because
those are the ones with which you will have to compete. While
Rhode Island appears to be studying other phases of its tax strue-
ture, it seems to be giving attention to its intangible tax, too.

Thank ‘you.

The Cuarrmax: Thank you very much, Mr. Mattersdorf.

Mr. MeDouall, is there any other member of your committee
who would like to speak at this time?

Mr. McDouarL: Not at this time, Doctor, thank you.

The CuHatRMaN: Are there any questlons from any members of
the Commission?

[No questions]

The Commission has examined this report and does not feel it
has any questions to ask at this time.

Is there any other group or individual present who would like
to be heard before the Commission at this time? There are no
further scheduled hearings for this morning, and we would be very
glad to receive the comments or advice of anyone who would care
to speak.

If there is no one who cares to appear before the Commission at
this time, the Commission will recess until 1 :30.

[Whereupon at 12:15 a recess was taken until 1:30 P. M.]

The Commission met at 1:30 P. M., pursuant to recess, in the
Assembly Chamber, State House, Trenton, New Jersey. Dr. John
F. Sly (Chairman) presiding.



Present: Dr. John F. Sly (Chairman), Senator David Van Al-
styne, Jr., Assemblyman Jaeob S. Glickenhaus, W. Paul Stillman.

Also present: James A. Arnold, Jr.,, and William Miller, re-
search consultants to the Commission.

Absent: Norman F. S. Russell.

The Caarrmax : The meeting will please come to order. The first
hearing scheduled for this afternoon before the Commission is a
representative of the Committee of the Board of Assessors of the
City of Elizabeth. Is either Michael J. Battersby, President, or
Harry A. Kennedy, Secretary, present? If they are not present,
we will listen to them when {(ney arrive. We will proceed with the
second scheduled hearing, the Personal Property Tax Committee
of the New Jersey State Chamber of Commerce, Mr. Horace K.
Corbin, Chairman, and Mr. Russell E. Watson, Counsel. Mr. Cor-
bin—

Statement of Horace K. Corbin, Chairman, Personal Property
Tax Committee, New Jersey State Chamber of Commerce

Mr. Corsin: Mr. Chairman and Members of the Commission:
We have presented informally our thoughts on this question of
personal property taxation to you and wish to repeat and present
them to you again in a formal manner. Briefly, we have two rec-
ommendations to make. One is that the intangible personal prop-
erty tax be repealed; secondly, that the revenue that was lost—
that will be lost if that tax is repealed, be replaced by an increase
in the corporate franchise tax. The first recommendation we
believe is very vital. The second is in the nature of a suggestion
of many other different taxes that could take the place of the loss
of revenue if the intangible tax is repealed. We are simply offer-
ing the franchise tax as a substitute because the money from
increasing the franchise tax, the corporate franchise tax, largely
comes from the same group, so far as we can determine, that is
paying on intangibles, almost entirely corporations. .

The reason we made this recommendation is that we believe that
economically, from an industrial viewpoint, New Jersey is very
nearly standing in a critical position that after the war will be a
major financial problem.

‘We are more of an industrial State than we are an agricultural
State. In the last hundred years, since this tax was first put on the
books in our present constitution, we have become an industrial
State very largely, as you know. The intangible tax being so
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uncertain, as it is at present administered, puts in the minds of a
businessman uncertainty as to what his taxes are, and uncertainty
is something that is very bad for an industrialist when he plans to
come to New Jersey or when he is making plans for an expansion
of his business program.

It has a very direct effect on payrolls, as you can readily imagine.
The danger that we are facing today seems to us to be this: that
the municipalities of this State undoubtedly will have to increase
their salaries compared with the 1939 base anywheres from what
looks to be 50 per cent to 100 per cent in the recovery period after
the war. Industrial companies and all other types of activities, have
increased salaries of the people working for them in very substan-
tial amounts today, apparently more so than municipalities, and
it is entirely logical to believe that if clerks in a bank, or tellers in a
bank, are increased 50 per cent in salaries, policemen and firemen,
school teachers, other public employees are going to ask for a com-
parative increase if the cost of living warrants such a request.

The cities, to raise these moneys, have open today really two
taxes, the real estate tax, from which they are getting most of the
money, and the other tax is the tangible and intangible personal .
property tax. They are raising $35,000,000, figures show, from
personal property taxes. Of that, our study indicates, only between
$1,500,000 to $2,100,000 is being raised by intangible personal
property taxes. Most of that is coming from corporations and the
majority of it from the Flemington situation, where many corpora-
tions have moved to alleviate their intangible personal property
tax.

With the increase of salaries facing the municipalities and differ-
ent governing bodies, it seems very definitely a fact that it would
be very hard to raise real estate taxes very much above their pres-
ent level. The average rate, I think, is nearly 5 per cent on pretty
heavy valuations in the State. Most real estate in the cities is not
particularly remunerative. The taxes take most of the income and
the easy way, the way which would bring least political pressure
against governing officials, is to increase personal property tax.
You can do it on individuals, you can do it on corporations, because
with very few exceptions, there is little money being raised from
intangible personal property. Tangible tax such as inventories,
machinery, equipment, household furniture, ete., is paying most of
that tax today.

As I say, it looks as if probably less than $2,000,000 is being
raised by intangible personal property taxes. If that tax base is
to be the source of large sums of additional revenues, its growth
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will be extremely difficult to stop. It is about the most unfair tax
you can possibly imagine. For instance, if I own ten shares of
General Motors stock, I am taxed about $5.12 per hundred on those
ten shares. That is more than the dividend. If I own Standard Oil
of New Jersey, I am not taxed at all. They are two very large,
very successful corporations that are very popular with small
investors, some hundreds of thousands of people, the majority of
them women, I think, in one case. But General Motors Corpora-
tion happens to be domiciled in Delaware, and Delaware stocks
held by New Jersey residents are fully taxed. Standard Oil of
New Jersey is domiciled in New Jersey, and that stock is exempt
if held by a New Jersey resident because of being incorporated
here.. It is just a pure matter of law.

If T have a moderate saving and want to invest it in a large
industry of America, I have to get a lawyer or get a tax expert
to tell me whether all my dividends will be taxed away from me
if T buy certain stocks, and in other cases whether I will be allowed
to keep all my dividends. That seems silly but that is what can
happen to us in the post-war period. The local tax assessor, look-
ing for new revenue, can do this in a very painless way by increas-
ing intangible personal property taxes. That is something none of
us has experienced to any extent. Intangible personal property
taxes have been levied almost entirely against corporations. To
all intents and purposes, the intangible personal property tax is
an income tax, and yet not a fair income tax. Itis a discriminatory
income tax.

I have just given you a very simple ABC example. You can
find a hundred examples comparable to the one I have just given
you. It is an unfair tax in every way in that the man who has
a small income is taxed the same amount, based on its value, as
the man with property paying larger income. If we are going
to have an income tax, let’s talk of that separately. It is a dif-
ferent matter. If these towns need more money, and I firmly
believe they will, to run their civie affairs, they will need new
methods of taxation. They should come to the Legislature and
ask for a method of raising more revenue. ILet them decide then
whether they want an income tax, sales tax, or personal property
tax, levied on a fair basis, that fits in with modern necessities. The
present law was set up based on conditions that existed well over
a century ago.

We strongly recommend that no attempt be made to adjust the
tangible personal property tax, which is producing today some
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thirty-three or thirty-four millions of dollars. The reason we
make that suggestion is a practical one. There have been three
major attempts in the last ten years to revamp the personal
property tax in this State. They have all failed, primarily
because when you talk about revamping your tangible personal
property fax, you are talking about repealing part or all of taxes
now raising something over thirty-three or thirty-four millions of
dollars that has to be replaced, and then you start talking about
new taxation. '

New taxation never seems to be effected unless there is an
emergency. Whenever there is a real emergency, then we can
all get together and compromise, because by pressure we will
agree to something. I may be opposed to something and another
person feels exactly the opposite, and unless we have an emer-
gency so that we are willing to give in, we stick to our guns.
But when things are bad, we think the new tax as proposed is
not as bad as what we have now, and then we make a compromise
and agree to new taxation. Unless such emergency exists, it is
the history of all the 48 States, new taxation is never successful
because we can’t agree among ourselves. The different parties in.
interest, the taxpayers, have a right to their vote as to what we
should do.

Of all three major attempts to repeal the intangible personal
property tax in the last ten years, I think only one of them had a
bill introduced, and it was never let out of committee. That was
drawn at the time the plan was proposed by the committee
Governor Edison appointed. Of the other two, one was initiated
by the New Jersey State Chamber of Commerce; the other
by the Stout Committee appointed by Governor Moore several
yvears ago. They had a plan carefully worked out after a great
deal of time spent by interested groups, but they stepped on so-
many toes when they talked about raising thirty or forty million
dollars, it was just hopeless ever to think of starting.

There is no emergency today. The State has a larger cash bal-
ance, I understand, than ever in its history. There is hardly a town
whose bonds are not selling at an all-time high. There is not a town
that has not a large cash balance, a surplus in revenue, and no
- financial emergency exists at all. If we start talking new taxes,
which means I pay less, John Jones pays more, or vice versa, John
Jones is not going to like it, or I am not going to like it. We will
fight new taxes. There is no great emergency. There is no reason
~ to believe that much success will be obtained by new taxes.
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I recognize a number of you in this room who were actively
attached to the three schemes in the last ten years to revamp this.
You know how discouraging a proposition it was when we came
to try to get many minds together.

When the emergency arises, and I think it will in the next two
or three years, if the intangible tax is repealed, the governing
officials of the five hundred odd taxing districts in the State of
New Jersey will naturally come to Trenton and ask for new
methods of raising revenue. That will be the emergency because
salaries will have to go up—they can’t do otherwise, as an after-
math of this war—and that is the time for the Legislature, or such
other machinery as may be set up by the State, to determine how
we shall tax ourselves. But if we do not shut this door, we are
going to get, we believe, into a very, very disastrous condition,
which will be extremely bad for the business affairs of our State,
~ and with the business goes the employment problem.

Thank you.

The Cuamrmax: Thank you, Mr. Corbin, for your statement. TIs
there any other member of your committee you care to introduce
at this time? :

Mr. Corsin: I might say that Mr. Watson, who is an expert in
these matters—I think he has been attached to all these different
plans—would be glad to answer any questions anybody has in mind.

.The Caarrmax: We will be glad to hear from him.

Mr. Warson: Mr. Corbin has presented the views of our com-
mittee very thoroughly and adequately.

- The Crmateman: Are there any questions from the Commission?

Mr. Guickenmaus: Mr. Corbin, in advocating the repeal of the
intangible tax, your suggestion was to raise the franchise tax as it
presently exists. How far do you suggest it be raised?

Mr. Corsin: The present revenue from the franchise tax is about
$1,600,000, from the data we have. 1 would suggest at least doub-
ling it. It is not a tax that is onerous; it doesn’t raise a great sum
of money ; and the people who pay a corporate franchise tax, to the
best of our studies, are the people now paying intangible personal
property taxes. Although it goes on the same group, it is fairer to
the taxpayers as a whole. One man may pay a little less under the
new scheme than another man who is the same type of fellow,
running a business, manufacturing or service organization of some
type. '

Mr. Grickexaavus: May I ask you where your committee got the
figures, and the same question goes to the Bankers who spoke this

13



morning, as to the aggregate tax on intangibles in the State of
New Jersey, amounting to approximately a million and a half to
two million dollars?

Mr. CorBin: We had several people make a spot check, going to
tax assessors. We took what we considered to be typical districts.
They did it for a number of months, around the State. They went
to them and asked them, ‘“‘How much of your personal property
taxation, of your assessment, today, do you believe to be on intan-
gibles? In other words, if the intangible tax were repealed, how
much would your present assessment roll, in your opinion, be re-
duced?’’ That was the basis and that is where we got this figure.
None of them knew accurately. We believe our two spreads,
the one million and a half to two million one hundred thousand
dollars, are the limits. We think that $600,000 is about the greatest
inaceuracy.

Mr. Guickenuaus: Thank you very much.

The Cratrman: Are there any further questions from members
of the Commission? Is there anything you care to add, Mr. Corbin
or Mr. Watson? If not, the next group scheduled to be heard before
' the Commission is the Hudson County Board of Taxation, Mr. Leo
Rosenblum, President. Is he present?

Mr. Bavmanwy: I understand he will be here at three o’clock, sir.

The Cuarman: We will hear Mr. Rosenblum when he arrives at
three o’clock.

Is Mr. George Baumann, counsel of the Jersey City Chamber of
Commerce, present?

Mr. Bavmany: Yes, sir. .

The Crmarrman: We will be glad to hear you, Mr. Baumann, at
this time.

Statement of George J. Baumann, Counsel, Jersey City
Chamber of Commerce

Mr. Bavmanwy : Mr. Chairman, Members of the Commission: The
Jersey City Chamber of Commerce and Jersey City in particular
are vitally interested in revision of the entire personal property
tax law of this State. In 1941, the personal property assessments
levied against our taxpayers amounted to some twenty-six million
dollars. In 1943, they were ninety-eight million dollars. T am giving
you assessments, not dollars and cents taxes. The inequities in
enforcement of this personal property tax law has worked extreme
bhardships on many of our taxpayers. Many of our companies have
already left the city, and others have threatened to move. We
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feel that when the war is over, there will be a wholesale migration
of companies from our community, as well as from other muniei-
palities of the State. ‘

The application of the personal property tax law, based on the
present tax rates, not only in our city but in other communities of
New Jersey, when applied on the true value of the property, often
constitutes confiscation, and may I at this juncture say in our city,
for example, for the year 1944 our tax rate is $61.62. That, applied
to true value assessments, is confiscation. We are of the opinion
that unless the personal property tax law is drastically revised,
the post-war future of our State will be dark indeed. Real estate
taxpayers, we are certain, appreciate that if business removes from
the State and employment of necessity falls off, the tenants who
pay the rent will eventually become fewer and fewer, and real
estate again will suffer.

Insofar as taxation of intangibles is concerned, it has been
clearly demonstrated that assessments of this class at true value
at general property tax rates is unworkable. The exodus of hun-
dreds of our corporations demonstrates that taxation on intan-
gibles is unfeasible. The tax on intangibles is one of diminishing
returns. It has met with failure in nearly every state in the Union.
We recommend, therefore, Members of the Commission: (1) that
intangible personal property under Chapters 4 through 8 of Title
54 of the Bevised Statutes be exempt from taxation; (2) that
corporate franchise tax rates under the present law be doubled,

and I am authorized to say if necessary we are willing to have
them trebled.

We also make a further recommendation which I think your
committee might consider, and that deals with tangibles. I think
you are authorized to take that up. Again we say that applying
not only our rate but the average rate throughout the State of New
Jersey, I think about 4.6, on a true value basis of machinery stock
or raw materials, is confiscation, and with that in mind we make
this recommendation: that a nominal ceiling tax rate should be
fixed by the State to be applied to all tangible personal property
on true value assessment, modified by an equalization factor suit-
able to the various types of property, the taxes to be assessed,
collected, and allocated by the State pro rata to the municipalities
in accordance with the amount of moneys collected from each mu-
nicipality. Abolishment of the tax on intangibles and its replace-
ment by a double or, if need be, treble corporate franchise tax rate
will more than make up for the loss of revenue caused by the re-
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moval of this unfair and unenforceable tax. Corporations of our
State will gladly pay the added franchise tax rather than risk the
ever-present danger of tax lightning. A nominal ceiling tax rate on
tangible personal property, uniformly applied throughout the
State, would, in our opinion, be fair and equitable. If properly
enforced we believe it would raise sufficient revenue to replace
those now obtained under our present law.

I might say when we say uniformly applied, every tax assessor
should assess according to the constitution at true value, and if
everybody did assess at true value throughout the State and the
rate were uniform and there were a ceiling rate, I believe sufficient
revenues would be derived. The Federal Government has con-
structed thousands of new plants throughout the country. When the
war is over, our neighboring States, as well as others, will do every-
thing possible to obtain and retain new industries. If we are to
compete with other States, if we wish to retain the industries now
located here and attract new ones, we must abolish the present

personal property tax law and substitute one that will make it more .

attractive for business to operate in New Jersey.

I urge upon you, Gentlemen, particularly the first two recom-
mendations. By abolishing the intangible personal property tax,
which we feel is a nuisance, a headache and burdensome, and by
substituting the double or treble franchise tax on corporations, we
feel we will bring in more businesses to the State and keep those
that are here from going out.

The Crmamrmax: Thank you, Mr. Baumann.

Mr. GrLickenuAUS: You gave us some figures there in the first
part of your statement as to personal property assessments in
Jersey City. May I have those again?

Mr. Baumany: In 1941, assessments were $26,000, 000 In 1943,
they were $98,000,000.

Mr. (}LICKENHAUS Have you any breakdown of those figures as
to intangibles and tangibles?

Mr. Baumaxwy: I do not have any breakdown but I believe for the
year 1943, I called one of the men in the City Tax Commissioner’s
Office and he told me the amount of money collected on intangibles
was rather insignificant, but Mr. Rosenblum, who will appear later,
may have some other facts on that. But if he does give you figures
indicating that more is covered by intangibles than tangibles, I
again say that is no reason why the intangible personal property
tax should not be abolished. As an example, the American Can
Company in 1944, I believe, and also in 1943, has an assessment of
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$12,000,000 in Jersey City, and based on our $61.62 rate, they pay a
capital levy, I call it, of $720,000, or at least they are obligated to
pay that, and we know if they have to pay $720,000 capital levy on
their personal property, be it tangible or intangible, they won’t
stay in Jersey City, or in New Jersey either.

Mr. Guickenuavus: The point that comes to my mind is this:
without any sufficient breakdown as to tangibles and intangibles,
if your suggestion were followed and the intangible tax were re-
pealed, wouldn’t it of necessity follow that there would be what
has been called here this morning tax hghtnlng with respect to
tangible personal property?

Mr. Bauvmanx: I don’t follow you. If the breakdown is that the
tangibles are insignificant, would there be tax lightning against
tangibles?

Mr. GLickENHAUS: Yes.

Mr. Baumaxx: I think when the assessors levy or the county
board levies, they don’t break it down immediately. They really
don’t know at the outset what it is. They just feel—I don’t know
how they got their figures but I think they got them from govern-
ment reports—that a company had so much in assets. It is very
difficult for assessors, and I don’t believe they break them down.
They told me they haven’t broken them down for the last few
years. They used to break them down.

Mr. GrickenuAUs: Do you know whether they are required to
break them down by law into tangible and intangible?

Mr. Bavmany: I don’t think they are, but they do do this: they
send out a questionnaire—they sent them out this year—and on
the questionnaire they ask the taxpayer to set forth accounts re-
ceivable, stocks, notes receivable, and then to offset, liabilities
due to New Jersey creditors, but let me say again that if a tax-
payer answers that under oath as he must, and he is bound by
it, immediately he has a tax which may put him out of business.

Mr. GuickenumAUs: In other words, if he answers it truthfully,
both as to tangible and intangible, he sustains a very heavy tax
burden. ‘

Mr. Bauvman~: He does, and he cannot operate.

Mr. GLickenaAUs: What has been the practice?

- Mr. Baumanx: I advised people not to answer them, but if
they do answer them, they are bound by them, and I tell them they
must answer truthfully. ,

Mr. GuickeNgaUs: Then you have taxation by guesswork or, to

put it better, by negotiation. Is that a fact?
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Mr. Baumanny: I don’t know about negotiation, because I don’t
know of any negotiations that take place in our community. All I
know is that the people who pay personal property taxes today
have large bills, and they Juqt won’t pay them, and I say in all
sincerity, we have letters in our files from our 1ndustr1es—you
must bear in mind that today these companies are not paying the
tax; Uncle Sam is paying the tax, because they are either on a
cost-plus basis or they are in the excess brackets class, and it does
not make much difference to them—but when the war is over, and
I understand your Commission is concerned about that, that is
when we will feel it. There should be some leading industrial real-
tors here, men coming in contact with large outfits thinking of
locating in New Jersey. They can tell you about New Jersey’s
reputation for tax lightning.

‘Mr. GLickENHAUS: You say that returns on intangible property
are insignificant in Jersey City.

Mr. Baumany: I was under that impression, but Leo Rosenblum
may have something different to say to you.

Mr. GrickEnHAUS: Your other thought was—you started off
with the premise that we ought to repeal the intangible tax.

Mr. Baumanw~: That is right.

Mr. GuickenmaUS: And then double or possibly treble the cor-
porate franchise taxes. Now, then, you offer an additional sug-
gestion that there should be a ceiling placed on the taxation of
tangible personal property.

Mr. Baumanw: That is right.

Mr. GrickenmAUs: What concerns me is how can you, under a
constitution which presecribes that you shall tax according to true
value, set a ceiling?

Mr. Baumanw: [ am talking about a ceiling rate. I don’t think
it has been declared unconstitutional insofar as the railroads are
concerned. The railroads now have a $30 per thousand rate.

Mr. GrickenmAUs: Oh, you mean a ceiling rate, not a ceiling on
valuation.

Mr. Baumann: A ceiling rate throughout the State, not on the
valuation. If the new constitution had been adopted, we could
have done that.

Mr. GLickENnHAUS: In other words, that ceiling rate may be at a
rate less than that on real estate.

Mr. Baumany: That is right, and I would say definitely it would
be very simple for the State to send out a form similar to the form
tax assessors send out, and ask each taxpayer to set forth the valu-
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ation of his personal intangible property. He would sign it under
oath. Not only that, he could send in his check at the same time
because he would know the rate.

Mr. GuickenuAUS: You would make that a State-administered
proposition?

Mr. Bauvmany: State-administered, yes, sir.

Mr. GrickenmAUS: Thank you very much.

The Craemax : At this time, the Commission will hear the presi-
dent of the Hudson County Board of Taxation, Mr. L.eo Rosenblum,
if he is prepared to speak.

Mr. Bavmaxy: Commissioner Doherty is here.

Mr. Domerry: Mr. Rosenblum will be here in a few minutes.

The Caamman: We will be glad to wait for Mr. Rosenblum. Is
there any other individual or group present who would like to
address the Commission at this time? Is Mr. Kennedy of Elizabeth
here, or Mr. Battersby? They were scheduled to appear at 1:30.

These are all the hearings scheduled for this afternoon, and the
Commission will recess until Mr. Rosenblum arrives unless some-
one present wishes to address the Commission. Does the gentleman
wish to speak? Please come forward and identify yourself to the
reporters?

Statement of Anthony F. Daly, Assessor, New Brunswick,
New Jersey

Mr. AntrONY F. DaLyY: I am a local tax assessor in New Bruns-
wick. Mr. Chairman and Members of the Committee: It seems to
me that I am the only local assessor who has appeared here. T am
not a tax expert. The only time I look for a tax expert is when I
am trying to figure payment of my taxes. I feel as tax assessor
that the tangible and intangible taxes should be taken out of the
hands of the local tax assessors and placed with the State Tax Com-
missioner. As several of you gentlemen have stated here, they are
discriminatory because while we have a State law, each municipal-
ity has its own law, so there are being administered 531 different
laws.

So far as intangible taxes are concerned, I suppose they refer to
bonds and stocks—I would like to know how many municipalities
do tax bonds and stocks or trust funds. T think there are very few.
I think that all personal taxes should be assessed by the State
because the State has the largest staff and records are more easily
accessible to the State than they are to us at the present time. T
don’t think that all these corporations that left Jersey City and
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went to Flemington, where they were able to obtain a 75 cent i"ate,
would have left Jersey City if the State had taxed these properties.

Insofar as household goods are assessed, I say there are very
few people assessed outside of the owners of the property. Tenants
are not assessed. I feel that what we need in this State is a tenancy
tax. I feel that if the State should take over the assessment of all
personalty taxes, it would make it possible for all the local asses-
sors to devote more time to equalization of all real property taxes
in their community. We know that each municipality is compet-
ing with the other for industry, and they are offering inducements,
inducements which cannot be made if they are State taxed. We
know that in some municipalities they pay 30 per cent of the per-
sonal taxes; in other municipalities, 70 per cent, and there is no
uniform basis; it is very diseriminatory. :

I know myself, speaking for my own district, that when I send
out these questionnaires, they are not returned. No one fills them
out, so according to law we have to use our own figures, and they
are just guess figures. You can go to an industrial concern and talk
with them and they will tell you that, ‘““Well, so-and-so gives us
30 per cent, and they are only on the borderline.”’ If you try to tax
their trust funds, they say, ¢ We will move our trust funds across
the river.”” Of course, there is a question whether we should tax a
trust fund or whether we should tax the income account of the trust
fund, which would be more fair. I say to each and every one of you
here today that there never will be a satisfactory solution to the
personal taxes as long as they remain in the hands of the local
assessors, because where the assessors in some instances are ap-
pointed, in some instances are elected to office, you don’t solve the
problem. It is either a political appointment or he is elected
politically. That should be done by the State.

I studied the various laws. When I say that records are more
easily accessible to the State than to the local assessors, I am
referring to the Costigan Bill, an act of Congress that makes it
possible to obtain the figures from the income tax returns, which
can be obtained through the Governor’s office. The local assessor
does not have these records available to him. I say also that this
present system of taxation throughout the State is wrong because
it doesn’t do justice to industry, it doesn’t do justice to the tax-
payer. I believe that the State Legislature itself realized that when
it passed, I think it was Chapter 115 of the Laws of 1944, where
it permitted tax delinquencies of personal taxes to be cancelled
because they couldn’t be collected, and it permitted the tax col-
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lector, from time to time, to submit these delinquent tax collections
to the governing body to be cancelled, showing they cannot be
collected because people are permitted to move overnight and don’t
pay them. I say all personal taxes cannot be collected on a higher
percentage than real estate taxes, and we all know that back in
1933 real estate taxes themselves were not collected any more than
58 per cent. That is the low we reached.

‘While they are approximately 95 per cent, they will never go
any higher; they will go lower. I think every governing official is
interested in bringing money into his treasury, raising the cash, so
he can run his government. He certainly can’t raise cash where
there is a large delinquency, and there is a large delinquency in
personalty tax because it is easily evaded, and insofar as the taxa-
tion of intangibles is concerned, the small man is in an easier posi-
tion to hide his stock than the big corporations. There is only one
solution to this whole picture of taxation, as I see it—that all per-
sonal taxes must be removed from the local tax assessors’ picture
and put in the hands of the State. I say in order that people may
become more tax conscious throughout the State, there should be
a tenancy tax collected by the landlord and shown on his rent bill,
so that people will know they are paying taxes directly.

Insofar as a franchise tax is concerned, I believe there are only
several big corporations in the State, most of the utilities, the rail-
roads, which pay the franchise taxes. I have been a railroad em-
ployee and I know some years ago the railroads were in a position
where they couldn’t pay their own taxes, without paying additional
or a double franchise tax. I know myself that railroad cars and
railroad engines were lying by the thousands, idle, in all these
various yards, earning nothing, so when earnings, and I believe
franchise taxes in most instances are based on earnings, go down,
there won’t be any franchise tax to collect.

I believe that from the local assessor’s viewpoint, something can
and should be done, and should be done by this committee and

should be done throughout the State, not acting through any
local municipality, because each municipality has its own selfish
interests at heart.

Mr. GuickexuAavus: How long have you been tax assessor?

Mr. Davy: I have been tax assessor two years, but I followed
the procedure about ten years,

Mr. GuickenEAUs: From your own experience as tax assessor,
have you ever computed as part of the personal property tax, the
tax on intangibles in any instance?
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Mr. Dary: No, sir. But I recently attempted to tax trust funds,
and I was told that the banks never paid it, didn’t know of any
bank in the State of New Jersey that ever paid taxes on trust funds.

Mr. GrickenmAUs: How many forms are you required to send
out?

Mr. Davy: I want to be fair and tell you the truth. We don’t
submit the forms to the householders. We submit mostly to the
corporations. As far as grocery stores are concerned, we go to
them and look over the stock. It is more of a compromise agree-
ment with them. They say, ¢“Well, it was all right last year; we
will carry the same figure for this year.”

Mr. GrickENHAUS: Do you ever look at the books?

Mr. Davy: No. Lots of times if you look at the books you will
find at the end of the year they don’t owe any personal taxes.
‘When we go there they could easily deduct their liabilities and we
wouldn’t have anything to tax. In other words, they can wait for
a certain period of the year, just like writing off stock losses, and
it is possible they won’t pay any tax.

Mr. GuickenuAUs: How many forms did you send out?

Mr. Dary: About fifty forms, and I received only one back.

Mr. GuickenHAUS: How many taxpayers do you have in your
district?

Mr. Dary: My distriet is mostly residential.

Mr. GuickeNnHAUS: You got only one back?

Mr. Davy: One back, and he filed after the date.

Mr. Vax Avnstyne: Are you in favor of retaining the tax on
intangibles, or do you think it should be eliminated?

Mr. Davy: I don’t believe in eliminating any tax. I do believe
in changing the procedure in collecting the tax. I believe the State
should collect them where you have a larger personnel and you can
make it more uniform throughout the State. I can go to certain
parts of the State and find a $7 tax rate, and I can find people that
have a 75-cent tax rate.

Mr. GuickenmAUs: You advocate State administration at a cer-
tain prescribed rate of taxation?

Mr. Davy: That is right.

Mr. GrickenmAUs: What do you mean by tenancy tax?

Mr. Davy: I believe that every building that is occupied or
used by someone else other than the owner [should pay a tax]—
in other words, take, for instance, a household tax. You could never
collect those, but if you put a dollar a month or 3 per cent, or what-
ever it may be, on the rental, if the rental is $30 and you put a
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dollar a month tax on there and include it on the bill in addition to
the rental, that will overcome the loss of tax on household goods.

Mr. GrLickenmAUS: Well, the tenant pays part of the real estate
tax. .
Mr. DarLy: He pays it indirectly. When it is paid directly, he
becomes more tax conscious.

Mr. GuickenuaUs: What would you do with the real estate tax?
- Mr. Dary: What you are doing is removing the household tax,
which in some instances is not being collected or enforced.

Mr. GuickeNnHAUS: In other words, the tax on household furni-
ture, in lieu of that you would substitute a tenancy tax?

Mr. Davy: That is right. The household itself is only being
enforced. I could rent a ten-room house and I wouldn’t pay any
‘tax on household goods, but the fellow next door who owns a five-
room house, you assess him because he happens to be the owner
and occupies the house. That is the procedure throughout the
State. There are very few tenants today paying a tax on house-
hold goods. '

Mr. GricrkenHAUS: Is there any exemption on household goods?

Mr. Dary: One hundred dollars, but it should be paid not only
by the owners but the tenants likewise. There is a $100 exemption,
but it is not being enforced throughout the State.

Mr. GuickexnuAaUs: Thank you very much.

The Crarrmax: Thank you, Mr. Daly. ,

Is the representative of the Hudson County Board of Taxation
ready to be heard, Mr. Rosenblum?

Mr. Rosexsrum: Yes, sir.

Mr. Caarman: Mr. Leo Rosenblum, president of the: Hudson
County Board of Taxation. We are glad to have you here this
afternoon.

Statement of Leo Rosenblum, President, Hudson County
Board of Taxation

Mr. RosensrLum: Thank you.

Experience indicates that a successful system of taxation of
intangibles is dependent primarily upon a rate low enough to dis-
courage removal of such taxable property to other jurisdictions.
Corporations and other taxpayers do not object per se to taxation
of intangibles. Tt is only when the rate of taxation absorbs an
excessive proportion of the income or principal that the exodus
from the State or from the various municipalities to other munici-
palities begins. This has been the chief problem whick we have had
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to face in New Jersey. Taxation of intangibles at local rates, run-
ning as high as 6.16 per hundred in Jersey City, has produced a
prohibitive and conficatory tax. Business cannot and will not retain
its New Jersey situs under such conditions. .

Nevertheless, the tax structure of many taxing distriets will -
suffer considerably by the complete elimination of intangible taxes.
In Jersey City and Newark, particularly, elimination of this type
of taxation without an adequate substitute is likely to cause a dis-
tressing increase in local tax rates. Consequently, the remedy lies
not in abolition of intangible taxation but, I think, rather by substi-
tution of a reasonable, workable system in place of the present
impractical law.

We all know now that the greater part of intangible property
has escaped taxation entirely in New Jersey because of the exces-
sive rate effective under the present statute—I mean the local prop-
erty rate. Faced with the terrifying prospect of being taxed at full
local rates, taxpayers go to extremes in their efforts to conceal
intangibles from the reach of the assessors. That is an established
fact, and I think it cannot be questioned in the face of the record.
Only a very low rate will make these hidden ratables available
to the local assessor. The greater the aggregate of intangible rata-
bles, the lower the rate. Therefore, I think the first aim in quest of
a low but productive intangible tax rate should be a broadening of
the tax base. I think that, principally, is where our difficulty lies
today with the entire question of personal property. That goes for
tangible as well as intangible property. ‘

Our present intangible tax base is limited in its scope by what I
conceive to be unnecessary and excessive exemptions. These ex-
emptions are out of harmony with that uniformity required by the
constitution, and, to a great extent, are responsible for increasing -
the tax burden of less productive, but less fortunate, types of
property. To illustrate, one of the most productive types of intan-
gibles, in the form of mortgages, escapes taxation under the pres-
ent law. It is not clear to me why a loan secured by a promissory
note should be taxed, while a loan secured by a mortgage is exempt.
Another case of unnecessary exemption is found in that section of
the statute which permits deduction for debt. Why should this be,
when real estate is taxed at full value, without any regard whatso-
ever to its burden of mortgage debt? A piece of property may be
worth $10,000 and carry a $6,000 mortgage. The owner of the real
estate is compelled to pay at full local property rate on the $10,000.
There is no deduction for the obligation he has outstanding against
his real estate.
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Take the same condition in the case of personal property intan-
gibles. If a man owns some intangible property—it may be accounts
receivable, it may be notes receivable, or some other form of receiv-
able—from that amount of the property taxable under the law, he
is permitted first to deduct the amount of his accounts or notes
payable in the State of New Jersey. That brings the entire picture
out of harmony with the situation existing in the case of real estate.
There is no reason for it. The person who holds the mortgage owns
taxable property. The fact that the real estate has been taxed
shouldn’t bother him any. He doesn’t pay that tax. As far as the
owner of the mortgage is concerned, he owns a perfectly good secu-
rity. He obtains income that has a definite fixed value at all times.
As a matter of fact, it is about the only intangible I can conceive of,
possibly with the exception of notes receivable, whereby a concrete
value can be placed upon it at any time with some degree of cer- -
tainty. Consequently, I think the statutory exemption of mortgages
is entirely wrong and I think if we were to include mortgages under
any new arrangement of the statute, we would broaden our base
considerably, for the benefit of all taxpayers.

The deduction for debt provision is an open invitation for tax-
payers to evade taxation of intangibles. By use of this section, a
large bank loan may be made just prior to the assessment date, and
by depositing the proceeds of the loan in a bank, not only the money
itself is exempt, but the amount of the loan is deductible from the
aggregate of all other intangibles owned by the taxpayer. I speak
from practical experience when I say that without knowing whether
the taxpayer I had in mind intended to evade the statute, the effect
neverthless is the same. A fifty-thousand-dollar loan was made
just a few days prior to the assessment date from a bank, a bank
loan. The money was deposited in the account of the taxpayer in
a New Jersey bank. Consequently, that property gained exemp-
tion. Then he proceeded to deduct the $50,000 obligation to the
bank from all other taxable intangibles. I don’t think there should
be any deduection for debt, as I will discuss later. The rate should
be low enough to warrant taxation of intangibles without regard
for deduction for debt.

Many other property holdings are exempted by statute without
basis or reason, with the result that the intangible tax base has

“been restricted unnecessarily. If these and other exemptions are
eliminated, we will have gone a long way toward broadening the
tax base and lowering the tax rate to an acceptable level.

25



As I said before, corporations haven’t any objection to the intan-
gible tax, not from my observation; their only objection is to the
excessive rate. If the rate is reasonable, they are perfectly willing
to pay, but they are unwilling to pay at the local tax rate, which
runs as high as $6.16 a hundred in Jersey City.

On this basis, an ad valorem intangible tax is recommended as
follows: All intangibles to be assessed at true value by the State
Tax Commissioner, naturally taking the control of the assessment
machinery away from the local assessor completely, placing it
in the hands of a State officer, preferably the State Tax Commis-
sioner, and I would suggest the following rates:

Cash (including all bank deposits)—1 mill.

Mortgages and securities—2 mills.

Accounts and notes receivable and other credits (no deductions
for debt)—3 mills, which would be the ceiling.

I placed accounts and notes receivable at a higher rate than mort-
gages and other securities. It is not exactly arbitrary. I feel the
corporate taxpayers have become accustomed to, and accept the
prineciple of, paying intangible taxes on accounts receivable. They
haven’t become accustomed to paying it on all forms of security.
I mean by that you must do away with, eliminate, exemptions on
New Jersey stocks, stocks of corporations wherein taxes have been
paid in other States. It ereates a hardship on assessing practice,
it is unnecessary, it serves no purpose, and it certainly works no
hardship upon the owner of a New Jersey corporate share of stock
as distinguished from the owner of a corporate share of stock in
any other State. That is the schedule I suggest generally to cover
all forms of intangibles under State law.

In order to reduce administrative detail of the State Tax Com-
missioner to a minimum, it is suggested that absolute exemption
of intangibles be allowed each taxpayer, corporate or otherwise,
to the extent of $5,000. That figure is fairly arbitarary; it might
well extend to $10,000. I don’t know. From my experience, I think
you should have a $5,000 limit. I think you would shake out from the
responsibility of filing these what will be complex tax returns—I
think you would shake out the greatest mass of small businessmen
and individuals who otherwise would be compelled by law to file a
report on their intangibles. I further recommend—and I think this
is most important—that before anything is done, all existing ex-
emptions be thoroughly re-examined for the purpose of removing
all but those which are deemed to be absolutely essential for the
welfare of the State. Personally, I would think that at the most,
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State, county and municipal bonds be exempted, and I don’t think
we ought to go beyond that at all. That is what has caused most
of the trouble. Various interests from time to time have come
before the Legislature and obtained exemptions on various forms
of security, without regard for the interest of the State, but only
with regard to the interest of those persons or corporations desir-
ing the exemptions. I don’t think it is fair. I think it has restricted
our tax base in the State unnecessarily, and to some extent possibly
occasioned higher rates.

Now, on the question of distribution, which I think is vitally
important—the question of tangibles as well as intangible personal
property—I suggest that one-half of the proceeds of intangible
taxes should be paid to the State for the following dedicated pur-
poses: first, for the payment of administration expenses; and, sec-
ond, in reduction of so much of the State school tax as is possible.
This of course will reduce local tax rates to the extent of such con-
tribution made. The other half, T feel, should be returned to the
taxing districts wherein the taxpayer is resident. In cases of cor-
porations, the money should be paid to the taxing district wherein
the principal office is situated.

The situs of the chief office of corporations, as distinguished
from the principal office, should be no longer a determinative fac-
tor. With uniform assessments by the State Tax Commissioner,
the incentive is gone to escape taxation by moving about the State.
Consequently, the taxpayer should be permitted to choose for its
situs that taxing distriet which offers the greatest advantages. And
even in the case of intangible personal property, I want to point
out that certain taxing districts are so situated geographically as
to offer a most advantageous position to corporations desiring to
locate their intangibles in the State of New Jersey by the estab-
lishment of a principal office or registered agent in New Jersey.

Specifically, I have in mind the city of Jersey City, which for a
number of years has had a considerable number of some of the
largest corporations in the country maintain their corporate situs
in Jersey City. I don’t think it is entirely accidental. I think it is
entirely due to the advantageous geographical location of Jersey
City. I think the fact that the greatest part of our corporate activi-
ties are conducted in the City of New York and that Exchange
Place, Jersey City, is only three minutes away from downtown
New York has contributed largely to the fact that these large cor-
porations desire Jersey City in preference to other cities. If there
is to be a meeting of the board of directors in New Jersey, these
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busy executives in New York would prefer to come to Jersey City,
which is five or ten minutes away from their executive offices in
New York, than to come to Trenton, for instance, which would take
an hour. I think for that reason the taxing district that offers those
advantages which the corporation seeks should not be deprived of
" the proportionate benefits to be derived by reason of these intan-
gible taxes. I suggest one-half go to the State and the other half
to the taxing district wherein the situs of the corporate taxpayer
is situated.

That doesn’t end the problem of personal property taxation, as
I see it, because I think an attempt to legislate upon intangible
taxes exclusively, without any regard to the tangible personal prop-
erty, will accomplish very little. The problem of taxation of intan-
gible personal property cannot be segregated successfully from
that of tangible personal property. Their problems are alike and
differ only in degree. The levying of a confiscatory tax on tan-
gibles may drive taxpayers to more sympathetic taxing districts
just as in the case of intangibles. The taxation of all tangibles at
the full local rate is impractical and works a hardship on the tax-
payer. Particularly is this true in the taxation of inventories, as
distinguished from machinery and equipment, whether comprised
of raw materials, goods in process or finished goods. To tax these
inventories at anywhere from five to six per cent of their full value
1s manifestly unfair. With respect to inventory, the manufacturer
is taxed first. He completes the finished product. Then he passes
the finished goods on to the jobber, who again is taxed at full rate,
and thereafter the goods go on to the hands of the retailer, who is
taxed for the same property, again at the full rates, which is en-
tirely different from the machinery taxed once, remains at the
situs, and produces more goods.

As a practical matter, most assessors ignore the law and assess
such personal property on some arbitrary basis, usually far below
the true value. An analysis throughout the State of the varying
taxes paid upon inventories would produce a story of complete
confusion. The merchant or manufacturer is at the mercy of the
assessor. He is taxed too little or tco much, and seldom uniformly.
My experience is that local assessors treat the problem of tangible
personal property on a purely hit-and-miss basis. They are neither
equipped nor prepared for the problem, and the uniformity de-
manded by the constitution and statutes is shockingly disregarded.

Tangible personal property cannot be assessed properly unless it
is administered by a specialized and efficient assessing department.
Local assessors cannot do the job and they should be relieved. -
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It is suggested that any new intangible tax law be implemented
and protected by a change in our present tangible personal prop-
erty tax law. It is therefore recommended that the State Tax Com-
missioner also assess all tangible personal property at true value,
and at the following rates:

Machinery and equipment—$3 per hundred;
- Inventory—$2 per hundred.

In order to facilitate the administrative work without apprecia-
ble loss of income, it is recommended that: (a) all household goods
and personal wearing apparel be declared exempt; (b) all tangible
personal property be exempt to the extent of the first $2,500.

And on the question of household furniture, it is very interesting
to note that while in the County of Essex, particularly, I think the
practice has been—my recollection of an examination of those
books several years ago—to assess small apartment dwellers and
small home owners at $100, they properly allow $100 statutory
exemption, giving a gross of nothing, no personal tax at all. It gets
nowhere. As a result, assessors dislike to assess household furni-
ture and in many cases they don’t. Coming to the City of Jersey
City, it is interesting to note that until last year there was a small
group of possibly thirty or forty residents of the City of Jersey
City assessed for their household furniture. No one else in the
entire City of Jersey City, with a population in excess of something
like 300,000, was ever assessed for his personal property insofar
as it concerned household furniture. Just this small group living
in what we consider to be one of the better residential parts of the
City was assessed, and nobody else. I thing that was about as far
away from uniformity as you could possibly get. Since that time,
that has been corrected. Strangely enough, although the law pro-
vides that all personal property be assessed at true value, it is not
assessed at all. I don’t think there is an assessment on household
in Jersey City today; I don’t think it should be anywhere; never-
theless, the law requires it. When we speak of other cases where
there is lack of uniformity in assessment of personal property,
being a lawyer I know something of the taxation respecting law
offices. It is absolutely ridiculous, in our city at least, because there
we find the practice has arisen of taxing all law offices at a certain
maximum. If you are John Milton, your assessment is three or five
hundred dollars. Some fellow who just has his name on the door
and gets around once a week, the chances are, gets the same three
or five hundred dollars assessment. I don’t think it makes sense.
I don’t think there is anything intentional about it; I think it is
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bad practice arising because of lack of facilities in the hands of
the assessor, either lack of facilities or lack of technical, experi-
enced help, which is required in order to determine the true value of
tangible personal property. I think for that reason all household
assessments, as I said before, should be removed.

With respect to the exemptions, I referred to $2,500. I don’t
think the State will ever get anywhere by going to all the adminis-
trative trouble and detail involved in assessing a small storekeeper
who has a two- or three-hundred-dollar shoe repair shop, or a little
barber shop. We have heard appeals in our county from a $500
assessment, where taxpayers come in and try to prove a value of
$100 or $125. A lot of time and effort is involved. The city can’t
afford to get experts to establish the value of such property,
and in the long run it will get nowhere. The net result of personal
property assessments of $2,500 is negligible. Certainly, neither the
State nor the taxing distriets will be the losers by it.

It is also suggested that the tangible tax base be broadened by
the elimination of exemptions upon all motor vehicles not con-
structed for purposes of pleasure. There seems to be no satis-
factory explanation for the exemption of large and expensive
motor vehicle equipment, such as concrete mixers, trucks, and sim-
ilar property. The fact that a license fee is paid to the State is no
justification, because, by the same token, we may have a grocer who
pays a license fee to the city for the privilege of selling milk; yet we
don’t exempt the milk cans or the milk itself from taxation. I think
we have a tremendous amount of very valuable equipment in the
State, personal property, running around tax free just because of
that provision which crept in the law some time ago—it possibly
crept in before we had this type of elaborate motor equipment.
Here we have concrete mixers, steam shovels, ete., tax exempt be-
cause they run on wheels, they are propelled as a motor vehicle and
bear a license of the State, for which a small fee is paid to the
State, all out of proportion to what the fee should be if the prop-
erty were taxed as tangible property. ‘

Now, as to distribution, after deducting a sufficient amount for
administration expenses, the entire proceeds from tangible per-
sonal property taxes should be redistributed to the taxing districts
wherein the property has its situs, which is just another way of
saying the taxing districts will lose nothing by it other than the cost
of administration, which will be defrayed by the State; it will be
- collected by the State before the distribution process takes place.
I think that is the only fair way. T don’t think there would be any
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argument by anybody studying the situation. After all, the prop-
erty is tangible, something real, to a certain extent it enjoys the
municipal services situated in the taxing distriet under question,
and the taxpayers of that taxing district should get the benefit of
it in the local tax rate.

There is one other question, and that is the question of enforce-
ment. I haven’t gone into that in too much detail but I certainly
think, in order to produce an effective personal property tax law,
with respect to either tangible or intangible personal property, we
have to have a complete new system of enforcement. I think en-
forcement has always presented a major difficulty in the assess-
ment and collection of personal property taxes. Unless adequate
penalties are provided for the enforcement of a new personal prop-
erty law; an otherwise workable system may prove ineffective to
a considerable extent.

Taxpayers should be taught to regard and abide by the laws
requiring the filing of returns and upon their failure so to do, they
should be severely penalized. In the case of corporations, it is sug-
gested that failure to file a personal property return with the State
Tax Commissioner should result in revocation of the corporate
franchise. Individuals and partnerships operating under a trade
name certificate should be deprived of that privilege upon failure
to file returns, and as an added safeguard, taxpayers failing to file
personal property returns should be subjected to a money penalty.

Needless to say, our present statute, which permits the arrest of
a taxpayer for failure to pay personal property taxes, should be
repealed promptly. It is neither workable nor enforceable, and I
think it is entirely out of keeping with our modern concept of gov-
ernment in this day and age, and should be done away with.

That concludes what 1 have to say.

The Caamrmax: Thank you very much, Mr. Rosenblum, for your
excellent statement.

Are there any questions, Gentlemen, that you care to ask?

Mr. Vax ArstyNe: You mentioned a one-mill tax on cash. Are
vou familiar with that tax out in Illinois or Chicago, where they
tax the cash on a certain day of the vear, and the cash all goes out
two or three days before and comes back the day after?

Mr. Rosenerum: Yes, I am.

. Mr. Van ALSTYNE: Don 't you think the same thing would happen
ere?

Mr. Rosensrum: Yes, I wouldn’t work on any assessment date.
I think the cure for that is found in the present system we have for
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- taxing inventories by using an average for twelve months preced-
ing the assessment date. That should be done in the case of cash.
Of course, on the question of cash you have a simple method of
enforcement. With adequate legislative safeguards, I thing all
banks could be compelled to produce confidentially to the State Tax
Commissioner all records of deposits, and averages, for that mat-
ter. That will take care of that situation.

Mr. Vax Avstyne: Wouldn’t most corporations leave most of
the cash over in New York and use only a small amount in New
Jersey?

Mr. Rosensrum: I think corporations physically located in Jer-
sey City would retain their bank accounts in New Jersey. Those
corporations that just retain a corporate situs there don’t retain
their deposits there. A one mill tax is an extremely small tax, and
I doubt whether there would be serious objection to it.

Mr. GrickexmAUs: You would leave the administration of the
intangible tax to a State body?

Mr. Rosensrum: I would.

Mr. Grickenuavus: You would leave the administration of the
tangible tax to a State body?

Mr. Rosexsrum: That is right.

Mr. GrickexnHAUs: The only thing you would leave to the mu-
nicipalities would be the imposition of a real estate tax?

Mr. RosensBLum: At the present time; that is right.

Mr. Guickexmavus: Then you find from your experience there
are considerable inequities due to the fact there are certain ex-
emptions which you consider should be repealed?

Mr. Rosexnsrum: That is right.

Mr. GrLickENEAUS: Now, as the tax situation is presently han-
dled, the municipalities are charged through their tax assessors
with the proper evaluation of both the intangible and tangible per-
sonal property, isn’t that so?

Mr. Rosexsrum: That is what the law is, yes.

Mr. GrickenHAUS: You say that is more recognized in the breach
than in the observance; cities have found it impossible to carry on
a true valuation tax program from a city level?

Mr. RosensrLum: Unfortunately, that isn’t the case. I think if all
tax assessors operated on that basis, you wouldn’t have the in-
equality and lack of uniformity. You would have uniform non-
enforcement of the law, but unfortunately certain taxpayers are
compelled to pay a full rate even upon their intangibles and others

not.
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Mr. GrickenmAUs: If I recall correctly, you pointed out that in
certain municipalities inventories are taxed at a certain rate, and
others are taxed at a much higher rate.

Mr. Rosexsrum: I don’t think I said that. It is not the rate 1
referred to; it is the percentage of assessment with respect to true
value that I referred to. :

Mr. GuickenHAUS: Yet the tax assessor is charged with the duty
of evaluating at true value, isn’t he?

Mr. Rosensrum: That is right.

Mr. GLickENHAUS: You say the practice has grown up not to use
full value but to set an arbitrary amount for the purpose of fixing
the tax.

Mr. Rosexsrum: That is true, too, to my knowledge.

Mr. GuicgenuAus: If you vest that in the State, wouldn’t that
cause the creation of a very large department to handle the situa-
tion with respect to intangibles and tangibles?

Mr. RosensrLum: Well, it would be a large department but not
an unwieldy department. It wouldn’t be out of hand at all. You
would merely substitute for the hundreds of assessors whom you
today have in the State a skilled group, possibly the same number
or a lot less, because assessors in small towns, I understand, work
on a part-time basis. Some get five or six hundred dollars a year;
they can’t put in too much time for that. In their place, you would
have skilled men who would devote all their time and experience
to the job. ,

Mr. Gricke~nuAUs: But the real difficulty is, with the present law
providing for true valuation, that the assessors, if I get the picture
right, don’t perform their duties according to law.

Mr. Rosensrum: That is absolutely true; they don’t. In the City
of Jersey City—certainly you must be aware of the fact—in 1938
or the early part of 1939, there was a written agreement made to
assess intangibles at three mills. Naturally, the law never pro-
vided for that. That was an arbitrary wilful violation of the law;
vet it was done for the assigned reason that the practicalities of
the situation required it. Corporations were going to leave the
‘City, and it would be better to get three mills from the corpora-
tions than nothing at all. As recently as 1942, the tax books of the
City of Jersey City to a limited degree had a breakdown of tan-
gibles and intangibles. It is not broken down by title, nothing to
indicate what it is, but I know eight or ten pages of one Jersey City
book in one corporate district contains the names of what I think
are only foreign corporations maintaining corporate situs in Jer-
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sey City. I think it is about the best indication I can get of what
intahgibles were assessed as intangibles only, in Jersey City in
that year. The final plan of the City was to have all the corporate
taxpayers pay at the full rate, but to reduce the assessment itself
from true value to the equivalent of three mills, so the amount on
the books is only a fraction of what the true value would be. Then
on that basis the taxpayer received a bill on the local property tax
rate, and at that reduced figure in 1942 we had one group of cor-
porations in the Jersey City assessment books assessed at twenty-
three million some odd hundred thousand dollars, in round figures,
which provided a tax at the present rate of $1,400,000, approxi-
mately, actually paid. Unfortunately, vou can’t determine what
other intangibles exist in the City definitely because of the prac-
tice to assess in one lump sum, including whatever tangibles or
intangibles may be required to be-assessed by law.

Mr. Grickenmavus: What I am trying to get at is this: As a
matter of fact, the statute does provide a systematic process of tax -
assessment, -but that systematic process is ignored and not per-
formed according to the principle of law. That is a faect, isn’t it?

Mr. RosenBLum: Yes, that is a fact. ~

Mr. GLICKENHAUS : So that the defect is in enforcement and the
administration of the present tax laws as they are on the books
today.

Mr. Rosexsrum: That is right.

Mr. GuickEx®AUS: That is the defect in the whole structure?

Mr. Rosexerum: That is right.

Mr. GrickExHAUS: In other words, they adopt arbitrary figures
rather than proceed according to the assessment at true value as
set forth on the books.

Mr. Rosensrum: That is so, but it must be remembered that that
is not peculiar to personal property only; that is the practice also
with real estate.

Mr. GrickeEnmAUS: In other words, although the statute sets up
a process of taxation, as a practical matter we have no system of
taxation.

Mr. Rosensrum: That is right. There is no uniform system of
taxation throughout the State.

Mr. GrickenuAUS: In the administering of the law.

Mr. Rosexrum: Exactly.

Mr. GrickenHAUS: Let me ask you this question: Mr. Baumann -
gave us some figures with reference to the taxes in Jersey City,
naming two specific years. Is there any breakdown as to just what
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—T am not referring only to Jersey City but to the whole county,
for that matter—is there any breakdown by the tax assessors in
filing their reports as to how much of the personal property tax is
represented by tangibles and how much by intangibles?

Mr. RosenBavm: No, there is not.

Mr. GrickeNEAUS: There is not. Would you say it is therefore
impossible to secure a figure on any city or county unit or munici-
pal unit which would indicate just what intangibles are being col-
lected in the State of New Jersey today?

Mr. Rosensrum: Well, T don’t think it could be done with any
degree of accuracy except, as I said before, some of the figures
available in Jersey City will give some indication. You couldn’t do
it with any degree of accuracy unless the State Tax Commissioner
or possibly the county tax boards might require at some future
time that assessors, in submitting their books, furnish a breakdown
between tangible and intangible personal property.

Mr. GuickeNEAUS: So, then, as of this date, it would be impos-
sible, according to what you tell us here today, to determine, in the
event of a repeal of the intangible personal property law, just what
amount would be lost to the municipalities of the State by repeal-
ing that law.

Mr. Rosexnsrum: That is right. 1 don’t see how you could pos-
sibly tell exactly. As I say, in 1942 we know this one group of cor-
porations was assessed at $23,000,000, in round figures, for intan-
gibles only, and that assessment was predicated not upon the asses-
sor’s opinion of true value but on the basis of agreement and
returns filed by the corporate taxpayers.

Mr. GrickexsAavus: One of those considerations evidently was
the non-removal of the taxpayer from the particular taxing district.

Mr. Rosexsrum: That was, as I recall it, stated in the letter
which formed the basis for the agreement.

Mr. GuickexEAUS: In other words, there is no tax system. It is
a system of taxation by treatment or negotiation. ‘

Mr. Rosensrum: Hxactly, in utter disregard of the existing law.

The Cuamman: Could you give us any indication of the amount
of money raised by Jersey City in 1943 from intangibles?

Mr. Rosensrum: I could do much better in 1942, Unfortunately,
the figures are not available for 1943.

The Crarrmax: Well, give it to us for 1942, then.

Mr. RosenBrum: In 1942 frome a single group of corporations,
there was approximately $1 400,000 raised on intangible property,
just from this group. That by no means could be cons1dered to be
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all-inclusive; there were undoubtedly other corporations not in-
cluded in the group, corporations that have physical situs in Jersey
City as well as corporate. ’

Mr. GrickenEAaUS: In other words, Jersey City might well con-
tend that $1,400,000 in Jersey City alone was received from intan-
gible taxes?

Mr. RosexnBrum: In the year 1942, barring some items of uncol-
lected taxes, I think every one of these assessments was made on
the basis of the returns filed by the corporations. I don’t think
there is any question Jersey City collected this in 1942,

Mr. GricEENHAUS: You might take it as a minimum.

Mr. Rosensrum: It would have to be a minimum. American Can
Company has a large factory in Jersey City. Its assessment for
intangibles would be included in another assessment unrelated to
this particular group. In 1942 this undoubtedly was the minimum.

Mr. GuickEnEAUS: A figure has been advanced here this morn-
ing that the collection of intangible taxes in the State would run
between a million and a half and two million one in the State. On
the basis of those figures that you have given for Jersey City
alone, you would say that figure of a million and a half to two
million one is out of line?

Mr. Rosexnsrum: Theére is no question about it.

Mr. GrickenHAUS: Is your plan of taxation on intangibles on a
millage basis somewhat similar to the plan evolved by the Edison
Committee?

Mr. Rosensrum: No, only with respect to the allocation of the
State School Fund. In every other respect it is completely differ-
ent.

Mr. GuickeENHAUS: Do you know of any particular illustration in
the County of Hudson where any individual has been taxed on the
basis of intangibles?

Mr. RosenBLumMm: Any other case?

Mr. GuickenHAUS: Any case in the County of Hudson where any
individual other than a corporation or partnership or firm has been
taxed on intangibles.

Mr. Rosensrum: Yes, where the individual has conducted a busi-
ness as an individual-—not in many cases, but I think I know of
some where an individual might run a large store or factory as an
individual and is taxed on intangibles as well as physical property.

Mr. GrickexmaUs: How about an individual who is just a resi-
dent of the county?

Mr. RosenBrum: No, I don’t think there is any such case of an
individual existing in the county.
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Mr. Stmnman: Is it your feeling such an individual should be
taxed? ‘

Mr. Rosensrum: No. It is my feeling he should not be. For that
reason, I suggested an exemption of $2,500 on tangible property,
and $5,000 on the intangibles. I think you would pretty well clean
out anybody not engaged in some profitable enterprise. I don’t
think they should be taxed at all, that small group.

The Cramrman: This figure of $1,400,000 that you gave us, were
those taxes paid by both holding companies and operating com-
panies as well, or were they largely a matter of non-operating com-
panies that had statutory offices in Jersey City?

Mr. Rosensr.um: Companies having statutory .offices in Jersey
City. :

The Cramrman: You would say, as far as operating companies
were concerned, their intangibles have gone practically tax free?

Mr. Rosexsrum: I think they have gone tax free, or had gone
until the early part of 1943, when the County Board of Taxation,
acting upon our own initiative, increased the personal property
assessments of industry in the City to the extent of about $55,000,-
000, but that was actual net. Since that time, numerous appeals
have been heard concerning those same taxes, and it does develop
they do pay on intangibles as well as tangibles.

Mr. GuickexsaAUs: This minimum of $1,400,000 in 1942 came
from a group of taxpayers in Jersey City as a result of negotiation
or otherwise?

Mr. RosensLum: Right. It was a carry-over of the negotiations
which were had in 1939.

Mr. Guickenmavus: Of that list of taxpayers, do you know how
many moved to Flemington, the haven?

Mr. Rosensrum: No, that could be ascertained by a comparative
check between the years of 1942 and, say, 1944, but whereas in
1942 these companies were all listed as a group, without regard to
location, today they are all secrambled together. You would have
to pick them out. The reason I picked 1942 was that in that year
the City grouped all these intangible foreign corporations in a
group of possibly six or seven pages, and all I had to do was add
up the pages and get the result.

Mr. Guickenmavus: Is that the year in which tax lightning
struck?

Mr. RosensLum: No, the latter part of 1938 was the year in
which real tax lightning struck.
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Mr. Guickexnmaus: Would you say the intangible tax from 1938,
as levied and collected by Jersey City, has been constantly on the
downward trend?

Mr. Rosensrum: No question about it, but I don’t think the
taxes have left the State. They are in the State but not in Jersey
City. -

Mr. GrickenmAUs: When could we get some figures as to what
intangible tax was received by Jersey City in the year 1943?

Mr. RosexBrum: I couldn’t furnish you with information with
respect to the actual collections. It is only the levy our records
are concerned with.

Mr. Gruickenzaus: Could we get from you the amount of intan-
gible tax levies made on corporations since 1942, so as to indicate
whether or not these corporations have removed from Jersey City?

Mr. Rosenerum: We could do this: Take the original 1942 list
and make a comparison with 1944, and just note the name and
amount of any corporation appearing in 1942 that does not appear
in 1944. I can tell you the result of a tax appeal by the Eastman
Kodak Company a few months ago. They testified they moved to
Flemington, as I recall it, and their assessment of approximately
a million and a half dollars was voided by our board because they
had removed, according to testimony, prior to the assessment date
of October 1, 1943.

Mr. GruickenmAUs: Was Eastman Kodak one of this group of
corporations that paid $1,400,000 in 19427

Mr. Rosexsrum: That is right; it was.

Mr. Gruickexmavus: Their assessment was a million and a half in
19447

Mr. Rosensrum: That is right; in 1942, 1943, 1944,

Mr. GrickenmAUs: That was the great compromise?

Mr. Rosexsrum: That is right. If you multiplied that by seven-
teen to twenty times, you would have what their records indicate
a true value to be. '

Mr. GrickenuAUS: The $1,400,000 removed to Flemington may
have been reduced to a much smaller amount, so far as intangible
taxes paid in Flemington were concerned.

Mr. Rosensrum: That is right, but of course that was a three
mill tax, and any other taxing district would charge three mills—
no more; the same amount of taxes would be paid by those cor-
porations. .

Mr. GuickenmAaUs: You feel that through your plan, the in-
herent fault in our system, permitting corporations to move hither
and yon throughout the State, would be corrected?
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Mr. RosexLum: I feel quite certain of that, sir.

Mr. GuickenmAUs: How does that, from your knowledge, com-
pare with the treatment of such corporatlons in adjacent States?

Mr. Rosexsrum: Well, I think it was the State of Ohio—which
hasn’t a comparable plan T think their intangibles are assessed on
the basis of income securities produced; I think that is the basis of
the system—TI think the records show that whereas about three to
five per cent (I am not sure of those figures but I know it was a
negligible amount) of the personal property in the State was
assessed as intangible under the old tax, when they changed their
law the intangibles reported amounted to something like forty-five
or fifty per cent of the total personal property of the State. I think
that has been the experience of other States that have shifted over
to a special rate law.

Mr. GuickeNHAUS: Wouldn’t you treat holding companies on a
special basis on intangibles, or would you treat them in a general
classification? -

Mr. Rosexsrum: I think the rate is so low as to warrant treat-
ment of all corporations on the same basis.

Mr. GuickenaAUS: Most of these corporations in J ersey City
were holding companies, weren’t they?

Mr. Rosensruum: No. Some were and some were not. I don’t
know the extent of the holdings, say, of the Fastman Kodak Com-
pany. Itis primarily an operating company. They moved to Flem-
ington. I feel quite sure that the main company assessed was the
operating company.

Mr. Guickexmavus: Thank you very much.

Mr. Vax ArnstyNe: Have you made any estimate at all as to
how much money you think this system of taxation you suggest
would raise?

Mr. Rosexsrum: No, T haven’t, except I only have it upon hear-
say. Several years ago I was given to understand that something
between two and three mills should produce about twenty some odd
million dollars. I don’t know of my own knowledge. I would have
to check that.

Mr. Vax Austyne: Have you made any estimate at all as to how
much you think is being collected in intangible taxes throughout
the State now?

Mr. RosexsrLum: I have no idea. If I recall correctly, a sub-
stantial amount is collected in Newark, and of course we know
Flemington collects a substantial amount. Beyond that, I don’t
know. I can cite this experience of one company, the American

39



Can Company appeal: the American Can Company files a return
assessed in the Borough of Flemington at $15,000,000 for intan-
gibles, which they pay at the Flemington local rate. That may be
thirty, forty, fifty million dollars, possibly, at true value. Certainly,
if they can afford to pay at the local rate a $15,000,000 assessment,
they can pay $15,000,000 at an average two mill rate. They actually
report $15,000,000 and pay upon it down there.

Mr. Guickexnaavus: What is the present Flemington rate?

Mr. Vax Arstyne: Seventy-five cents.

Mr. Rosgxsrum: I suppose $8 a thousand—75 cents to a hun-
dred dollars. I think it fluctuated the last time I looked, but that
is considerably higher than the rates proposed on a millage basis.

The Cuaemax: Any further questions, gentlemen?

Thank you very much, Mr. Rosenblum.

Mr. Warsua: That rate is 43 cents in Flemington this year.

The Cmarrman: Is Mr. Kennedy or Mr. Battersby of the City of

‘Elizabeth present? (No response)

The Commission has received a statement by the New Jersey
Taxpayers Association, which will be made part of the record, and
the statements submitted by the State Banking Association and
the State Chamber of Commerce will be made part of the record.

Is there any other group or individual who desires to be heard
before the Commission this afternoon?

Mr. Warsox: Mr. Chairman, would it be in order for me to com-
ment upon some of the statements that have been made to the
committee by the last speaker?

The Crarrmax: We will be glad to hear you, Mr. Watson.

Statement of Russell E. Watson, Counsel, New Jersey
State Chamber of Commerce

Mr. Watsox : In the first place, gentlemen, Mr. Rosenblum advo-
cated the assessment of real estate mortgages for taxation. Let me
get some figures, if I may. It was my honor and privilege a few
years ago to serve on a committee which made a statistical study
of tangible and intangible property in New Jersey. I served under
the chairmanship of the chairman of this committee. Of course, a
statistical study of this kind results in figures which might be right
within a billion dollars, more or less. A billion dollars isn’t much
of an item under such circumstances, but this committee concluded
on the basis of the best information that was available that there
were in New Jersey intangibles of a value approximately of $9,-
376,851,000—this was in 1939—of which a little more than $3,000,-
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000,000 were taxable, and something more than $6,000,000,000, six
billions and a quarter about, were exempt. It seems to me, in the
first place, that it is impossible to base any sound scientific new
structure upon a foundation which is so vulnerable as that. And,
as your committee is considering this subject, I know you will be
realistic and have in mind what has preceded your effort. There
is nothing new about this in New Jersey. This is the fourth under-
taking of this kind. The inconsistencies of the present system of
exemptions and taxable exemptions have been commented upon.
They are obvious. Why have these six billion dollars of intan-
gibles been exempted? Usually for good and sufficient reasons—
in the large category, certainly, for good and sufficient reasons.

Let’s take mortgages, mentioned by the last speaker, as an illus-
tration. Mortgages were exempted in the first instance because it
is double taxation. Take the case of a real estate owner who owns
a piece of property with a value of $25,000. It is subject to the real
estate tax. He gives a mortgage for $15,000 and that, prior to the
exemption, was subject to the personal property tax—both taxes
supported by the same original piece of property, and that is why
in the first instance, for very good and sufficient reasons, mortgages
were exempted, and likewise the stocks of domestie corporations
were exempted. It is multiple taxation.

The last speaker was very solicitous about the double taxation
of inventories, as I understood him. I was sitting over there and
couldn’t hear all the colloquy between him and Mr. (lickenhaus,
but he was very solicitous, as I heard him, about the double taxa-
tion of inventories. He said inventories in the hands of the manu-
facturer are taxed; go into the hands of the wholesaler and ave
taxable; and into the hands of the retailer and are taxable. There
is no difference in principle between this double taxation of tan-
gible inventories and an intangible mortgage, so that seems to me
to be a rather glaring inconsistency in this plan.

Now, then, consider the plight of real estate, of which we hear
so much, and with a great deal of merit, if mortgages were to be
removed from the exempt class. Mortgages compete for invest-
ment with other securities, and if mortgages are taxed, the com-
petitive price of mortgages in the investment market will rise, all
to the detriment of the real estate owner. Finally, under economic
competition, that burden will find itself added to the present bur-
den of the real estate owner.

I would like briefly to refer to another inconsistency in the state-
ment of the previous speaker. It was suggested that intan-
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gibles should be locally assessed at a maximum millage rate,
so that each locality may enjoy whatever geographical or other
advantages it might have. But in the same presentation, it is urged
that tangibles be State assessed and subjected to a State collected
tax. Why? There was only one reason advanced: local assessors
are incapable of assessing tangible personal property; they lack
the business experience—the economic judgment—whatever they
lack, they are incapable of doing it. If local assessors are incapable
of assessing tangible personal property, how can they possibly
possess the capacity to assess intelligently, adequately, justly, in-
tangible personal property? I suggest, gentlemen of the commit-
tee, it requires more, infinitely more, business experience, judg-
ment, data, figures, to assess intangible property than to assess
tangible property.

Mr. Guickexymavus: Wasn’t it Mr. Rosenblum’s idea that both be
vested in the State?

Mr. Warsox : Oh, then T withdraw that. I understood him to say
that the intangible tax would be locally assessed.

Mr. GuickensAaUs: No, he wants them both assessed by’ the
State, administered by the State, and enforced by the State.

Mr. Warson: Then I withdraw that; I misunderstood him; and

I stand upon the first inconsistency. Really, gentlemen, there are

two fundamental reasons for abolishing the taxation of intangibles:
first, the present system has been demonstrated a failure; and sec-
ond, taxation of intangibles is multiple taxation. Tangibles are
mobile, move from place to place according to competitive situa-
tions.

I withdraw the second point and come to the third, and that is
the Ohio system of a maximum millage rate. Ohio and New Jersey
are two entirely different territories. Ohio is a self-contained eco-
nomic unit. It has a Federal Reserve Bank at Cleveland, I believe.
It is a trading economic center. The nearest Federal Reserve Bank,
I believe, is at Chicago, over 300 miles away. It isn’t so easy for
intangibles to move from place to place there. Ohio isn’t subjected
to competitive stresses and strains such as we have in New Jersey.
New Jersey is not an economic trading unit. It is divided into two.
Northern New Jersey is a part of the New York Federal Reserve
System. Southern New Jersey is within the territory of the Phila-
delphia Federal Reserve Bank. It is a corridor between two large
metropolitan areas, where it is very easy for intangibles to move
from place to place, according to the advantages of other districts.
In New York, cash on deposit is not assessed. In New York, trust
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funds are not assessed. New York is making a drive to get that
kind of business, and under such a system as this, it would get it,
and get it from New Jersey. Ohio and New Jersey cannot be com-
pared. They are distinctly different situations.

Finally this observation, gentlemen, and then I am through:
every proposal that was made by the last speaker—I think every
proposal without exception—individually or in combination, has
been proposed, submitted, in three prior efforts of this kind, all of
which failed, gentlemen, and they all failed because they attempted
to do too much. This is a broad subject-—tangibles and intangibles,
what shall be done, what form should a substitute take?—combine
the three, and so much resistance will be aroused, so many toes
will be stepped upon, there will be so much opposition that there
is a grave chance, a probability—there is more than a possibility;
there is a probablhty—that this effort, like its three predecessors,
will fail.

It is the part of wisdom to treat taxation of intangibles as
a separate subject by itself. Solve it in some equitable way in
accordance with the best interests of the State of New Jersey. Then
undertake the solution of the problem of tangibles. Solve that in
the same way, and move to the subject of a replacement tax, also
as a separate individual subject. That is the strategic way to attack
this problem, and that is why the State Chamber proposes a very
simple program: abolish the taxation of intangibles; substitute
for it an increased franchise tax. Why? Because the increased tax
would be borne by the group which would be relieved of what is
now mainly a potential intangibles tax.

We say about a million and a half, a mﬂhon six hundred
thousand dollars. Where do we get the figures? It has been
suggested that they are too low. Two competent men made
spot checks, went to a good many assessors, inspected their books,
and asked them ““How much do you get from your 1ntang1b]es‘?”
It is common knowledge there is no separate taxation of intan-
gibles. I think we all concluded the amount realized from the
assessments of intangibles is comparatively little. A million and
a half, a million six, is the estimate of the assessors who made
this spot investigation, and it is probably nearly right. As to
these corporations, this group of 22 or 23 corporations appear-
ing in the Jersey City book of 1942—and remember, that is
four years ago—that was the assessment as of October 1, 1941—
those sheets are available; they are in circulation. Our committee
has a copy of that sheet, but nearly all—probably all—of those cor-
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porations have since left Jersey City and are now residing at
Flemington. I think that is a safe assertion, that nearly all of them
are there. Mr. Berger has a list of them. There are 50 or 51 in
Flemington, another group in Rockland, and others elsewhere. But
to sum up the taxation of intangibles in New Jersey, it is not feasi-
ble, it will be self-defeating, it will not produce revenue, it will
deter new business from locating in this State, and it isn’t realistie,
Gentlemen, to attempt to confuse this problem with the solution of
other problems, related though they be. We stand upon our plan
as feasible, with the virtue of simplicity, and we urge it very
strongly upon your committee.

The CrarrMaN : Any questions, gentlemen?

Mr. Jorx F. O’Brien: I know it is a little out of order, but 1 am
wondering whether it would be possible for me to ask Mr. Watson
a question.

The Caarman: If Mr. Watson has no objections, Mr. O’Brien—

Mr. O’Briex: Mr. Rosenblum made the statement it was his
judgment that corporations as a whole would not object to a low
millage tax on intangibles. Do you agree with that?

Mr. Warson: Do I agree with it? I disagree with it most
strongly.

Mr. GruickenaAUS: I didn’t hear your statement John. Would
you mind repeating it?

Mr. O’Briex: Mr. Rosenblum, several times during his talk,
made this statement: in his judgment, corporations as a whole
would not object to a low millage tax on intangibles in substitution
for the present tax at local rates. He is an experienced taxing
official and it is assumed he has been in touch with a great many
corporations in his area. I asked Mr. Watson, as a representative
of business interests, whether he would agree that corporations
would accept a small millage rate in order to eliminate this fear of
tax lightning. He said he Would disagree.

Mr. Warsox: I disagree, and I would like to state the reasons,
through the committee, to Mr O’Brien, if T may. In practme as
we just said and as it appeared by the very frank, persuasive state-
ment of my good friend, Mr. An thony Dailey, from my home town,
New Brunsw1ck the 1ntan01b10s tax 1s not now applied except in a
few districts, where it has been and still is, T guess, in some, in-
discriminately, arbitrarily and inequitably applied. The conse-
quence of that situation is that a low millage tax would be in effect
a new tax upon the great mass of owners of intangibles, whether
they be corporate or individual, and in this day of high taxation,
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federal income taxation, State taxation, taxation of other k._inds,
any new tax will be resisted. I don’t know from what experience
the last speaker spoke but I have been associated, Mr. O’Brien,
with two of the three previous efforts, with one directly and ‘With
one indirectly but sufficiently closely to have an opportunity to
observe the reaction to which I have just referred. Of the 565
taxing districts in New Jersey, in 560 the intangibles tax is un-
known except as a deterrent, a potential hazard of tax lightning.
In those districts, it will be resisted vigorously, and any effort to
enact such a tax will result in the opposition and contention of
which T have just spoken, and I believe will doom to failure any
effort which this committee might make.

Mr. GrickenuAUS: Mr. Watson, two theories seem to have been
presented here. One is the broadening of the tax base through
State administration of the intangible tax, and the other seems to
be a further restriction of the tax base through the elimination of
the intangible tax and the substitution therefor of an increased
_franchise tax. Do you contemplate any further step, or does your
committee have in mind any further step in the event that the in-
tangible tax were removed and the substitutionary franchise tax
imposed?

Mr. Warson: That is as far as our committee goes.

Mr. GuickeNmAUs: Your thought is that the replacement is
merely to replace that which is lost through the ineffective and
non-enforced intangible tax.

Mr. Watson: No, we propose to replace the revenues actually
produced by the tax now, as nearly as it can be estimated.

Mr. GuickexsAUS: So there is a difference in the two philoso-
phies presented here. One is really to replace a narrow tax base,
and the other is to widen the tax base through an enforceable intan-
gible tax. That is what it results in, your theory and Mr. Rosen-
blum’s.

Mr. Watsox: I don’t understand you. Which is mine?

Mr. GrickeNEAUS: Your theory is that of the narrowing and re-
placement; in other words, the elimination of intangibles and their
replacement.

Mr. Warson: You can’t say a tax base is narrowed when an
inequitable, unenforceable, self-defeating tax is abolished and
another tax is imposed to take up the same burden. There is no
narrowing.

Mr. Grickenuavs: I used the word ‘“narrowing’’ in the sense
that you are eliminating a certain tax base which at present exists.
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Mr. Warson: But we are substituting an increase of another tax
which would fall upon the same group. With respect to this widened
tax base, Mr. Glickenhaus, you are a member of the Legislature;
you were there last year when Governor Edison’s bill was intro-
duced—as my colleague, Mr. Corbin, said, the only bill that was
introduced—that bill proposed to do many of these things. It never
got out of committee.

Mr. Grickenmavus: That is why I asked Mr. Rosenblum whether
in a lot of respects his plan wasn’t similar to the Edison bill.

Mr. Warson : In principle, the Edison bill undertook tax replace-
ment, a widening of the base; it would include the taxation of
mortgages, remove some of the present exemptions. It was not
like his, didn’t go as far as his, in some respects.

Mr. Guickenuavus: That was supposed to be a replacement tax,
too.

Mr. Warson: That is right. It failed.

Mr. Gruickenmaus: But if T remember correctly, the talk about
that was that Mr. John Jones, average citizen, doesn’t know any-
thing about a possible intangible tax on his individual assets.
Under the Edison plan, if T remember correctly, he would have to
report, in excess of a certain amount, a tax on his intangibles. '

Mr. Warson: Mr. Rosenblum proposes the same thing, except
he would fix an exemption of $5,000; all individuals owning more
than $5,000 of intangibles would have to report. Our committee
predicts confidently, gentlemen, that at this time what is in effect
a new and additional tax is not capable of enactment. Let’s do
what can be done. We have a remedy here. We have an evil here
to remedy. .

Mr. GrickexmaUS: In other words, you could never convince
Mr. John Citizen that which is supposed to be a replacement tax
under the Rosenblum plan isn’t in effect a new tax.

Mr. Watson: It is additional money he has to.pay. It isn’t re-
placement taxes to him.

Mr. GrickeNmAUS: I see your point.

The Crarrman: Thank you very much, Mr. Watson.

Is there anyone else who desires to be heard at this time? If
there is no one else, the hearing will recess for the day and will
reconvene tomorrow morning at 10:30.

[Whereupon at 4:30 P. M. a recess was taken until 10:30 A. M.,
Thursday, November 30, 1944.]
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STATE OF NEW JERSEY

COMP.SSION ON TAXATION OF INTANGIBLE PERSONAL PROPERTY

Taurspay, Novemser 30, 1944

AssemBLy CHAMBER
State House
TrEnTON, NEW JERSEY

The Commission met at 10:30 A. M., pursuant to recess, in the
Assembly Chamber, State House, Trenton, New Jersey. Dr. John
F. Sly (Chairman) presiding.

Present: Dr. John F. Sly (Chairman), Senator David Van
Alstyne, Jr., Assemblyman Jacob S. Glickenhaus, W. Paul Still-
man.

Also present: James A. Arnold, Jr., and William Miller, re-
search consultants to the Commission.

Absent: Norman F. S. Russell.

The Cramman: The meeting will come to order, Gentlemen.
There have been four groups scheduled to appear before the Com-
mission this morning. The first scheduled is the New Jersey
Association of Real Estate Boards; the second is the New Jersey
Education Association, which has asked to appear this afternoon
in preference to the morning period; the third, the Board of Com-
missioners of Assessment of the City of Camden; the fourth, the
Newark Chamber of Commerce. Are representatives of the New
Jersey Real Estate Boards here? (No response) Are repre-
sentatives of the Board of Commissioners of Assessment of the
City of Camden here? (No response) Are representatives of the
Newark Chamber of Commerce here? (No response) Is there any-
one else who cares to appear at this time to make a statement to
the Commission? (No response)

Mr. Kerroe: May I rise to a point of inquiry? If no one appears
this morning, will there be a session this afternoon?
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The Crmamman: Yes, there will be a session this afternoon. I
assure you something will happen this morning as soon as one
group arrives. I feel confident thev will appear this morning. If
there is any group here that is scheduled for this afternoon that
cares to appear this morning, we will hear them this morning.

Mr. Krerroc: We prefer to wait until this afternoon.

The Caammman: A suggestion has been made by the Commission
that we recess until we obtain a client. The chair declares a recess
until a client appears.

[Whereupon a recess was taken at 10:40 A. M., the Commission
to reconvene upon call]

The Commission reconvened at 11:25, pursuant to recess.

The Caairman: The meeting will come to order. Mr. Schroeder,
Director of the Hoboken Chamber of Commerce, wishes to make
a statement before the Commission. Mr. Schroeder.

Statement of Rudolph Schroeder, Director
Hoboken Chamber of Commerce

Mr. Chairman, I want very briefly to outline the objections which
the Hoboken Chamber of Commerce has to the intangible per-
sonal tax. The Hoboken Chamber of Commerce is opposed to the
intangible personal tax because it believes that it is double tax-
ation. It is double taxation and, therefore, inherently vicious,
in our opinion. Intangible personal property is usually evidence
of the ownership of the holder’s tangible property elsewhere.
Stocks of corporations, for instance, are nothing more than the
holder’s evidence of his ownership in the physical assets of the
issuing corporation. Those assets are taxed wherever they may
be, and if stock in the hands of the holder is again taxed, the same
assets are bearing the burden twice. The tax could readily be
applied to a third and sometimes is. Witness the corporations
removing their offices from Jersey City to Flemington, for in-
stance.

The Hoboken Chamber of Commerce further considers that the
tax is discriminatory. It is diseriminatory in that real estate
throughout New Jersey, as in other States, is usually assessed
for the purposes of taxation not at its actual market value but
at some fraction of its market value, while, on the other hand, a
corporation which makes the report contemplated by the statute
and shows the market value of its intangible personal property is
assessed for the full value on such report.
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Now, I don’t mean to imply that the real estate throughout New
Jersey, as in other States, is assessed [at a fractional value].
When I speak of a fraction of its value, I don’t mean twenty,
thirty, forty or fifty per cent but I mean something less than one
hundred—whereas the assessment of a corporation is one hundred
per cent if it files one of the reports contemplated by the statute.
It is also discriminatory in connection with its application to de-
cedents’ estates not only in comparison with the taxation of real
estate but because of its inequitable application. The estates in
process of administration are taxed by municipalities in only two,
possibly three, counties of this State, and then only in some munici-
palities in those counties. It puts business in those particular
counties at a disadvantage as compared with other counties who
do not impose tax on decedents’ estates, and to impose tax on
decedents’ estates is in effect imposing an inheritance tax. In
order to assist certain taxing authorities in certain municipalities
where ‘the practice has been to tax decedents’ estates, there was
introduced in the Legislature a few years ago a bill which had
for its purpose the opening of the books of the State Inheritance
Tax Department to the taxing authorities, making it in effect a
public record. If that bill had passed the Legislature and become
a law, it would have enabled the taxing authorities in these par-
ticular municipalities to examine the records from time to time
and in that way impose a tax on decedents’ estates, and to that
extent would have been further discriminatory with respect to
the residents of those particular municipalities of those particular
counties. It was in no way uniform. Fortunately that bill did not
pass and apparently the records of the Inheritance Tax Depart-
ment are secret up to this time. The Chamber is opposed to it
on the ground that it results in the loss of business.

New Jersey is essentially an industrial State. It is from industry
either directly or indirectly that the State gets its' revenue and the
people their livelihood. We must not forget that our State is in
direct competition with neighboring States. I am informed that
New York has no tax on intangibles, neither Pennsylvania, Con-
necticut or Delaware. The disastrous effect of attempting to
impose taxes on intangibles of corporations having their principal
offices in this State was clearly shown a year or more ago in a
municipality in Hudson County by the mass movement of those
corporations to the rural distriet of the State, some even leaving
the State and moving their principal offices to Delaware. It is not
good business to permit a statute to remain on our books which
produces Such unfortunate results. The Chamber is further
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opposed to this tax because of the difficulty of collecting it. It is
impossible to apply the intangible tax equitably. Any man having
any sizeable fortune would readily change his residence to a city
where the tax is not imposed. In addition, if taxed a man has no
redress. It is discriminatory and liable to abuse.

Basically a tax is imposed to pay for the cost of government and
should bear some relationship, no matter how remote, to the
service rendered. For instance, a late resident of a certain muniei-
pality, left a very sizeable estate running into several millions of
dollars. He lived very modestly. I don’t know that he owned the
house in which he lived. If he did, its market value could not have
exceeded seven or eight thousand dollars. Yet this man lived in
this municipality for years and not only his neighbors did not know
what he had but his attorney did not know. When he died, his
particular municipality imposed a very large inheritance tax on
his estate in the neighborhood of some $50,000. There was no
relationship to any conceivable service that that municipality could
have rendered to that resident. On the ground that there is no
relationship between the service rendered and the tax imposed, to
that extent if is discriminatory and difficult of collection. ,

About fifteen years ago I had occasion to investigate some of
the phases of the imposition of this tax, and my investigation led
me to Newark, and I was reliably informed, Mr. Chairman—
and this seems almost impossible—that a certain trust fund held
by an individual who perhaps was not in the graces of the taxing
authorities at that time—a $40,000 trust fund—and that trust fund
was assessed $40,000 on the basis of a tax of $4.00 a hundred or
$40.00 a thousand. There was nothing left for the beneficiary.
How the matter was finally disposed of, T don’t know. It indicates,
Mr. Chairman, how this tax not only is diseriminatory but it is
subject to abuse and may be the instrument of oppression.

I might digress for a moment just to remind ourselves that the
government of municipalities is no longer a catch-as-catch-can
arrangement; it is a science. Therefore, Mr. Chairman, when
municipal government in America has failed and is failing and
does not produce the results that the ordinary citizen is entitled
to, and politics in municipalities is reduced to a science, this par-
ticular tax, Mr. Chairman, is all the more vicious—it is all the
more desirable to remove it from the statute books and to make it
impossible to use it as an instrument of oppression.

Summarizing our position, Mr. Chairman, very briefly, we are
opposed to this tax first on the ground that it is double taxation;
second, it is diseriminatory; third, it is bad business because it
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discourages the location of new industries in this State; fourth,
because of the difficulty of its collection, and, fifth, because of its
inequitable character, its liability to abuse, and it, therefore, should
| be abolished. Thank you.

The Cmamrman: Any questions, Gentlemen?

Senator Vax Arstyne: If we eliminated the intangible tax, it
will result in the loss of certain funds for these municipalities, and
T am asking Mr. Schroeder if he has given any thought to what
might be done to substitute those funds.

.~ Mr. ScaroEpEr: I am uninformed as to the amount that these
. various municipalities have received by reason of the imposition
of intangible tax. The Chamber which I represent has no sug-
' gestion to make to substitute another tax. We believe that these
" municipalities should economize, and there is no reason why they
' should not. We all can possibly remember the day when the
~ State of New Jersey was free of tax not so many years ago. I
' think that we ought to get back to the old fashioned basis of econ-
omy, and I think the municipalities ought to reduce the cost of
 government, and if this tax is removed, I believe they would
economize. I have no suggestion to make as a substitute.

The Cmamman: Thank you, Mr. Schroeder. We have repre-
sentatives of the Newark Chamber of Commerce with us this morn-
ing; Mr. Thayer Martin, I believe, is the spokesman. We are very
glad to have you here this morning, Mr. Martin.

Statement of J. H. Thayer Martin, representing the Newark
Chamber of Commerce

I will not attempt to go into a very long discussion of the tax
problems. I think we can assume your Commission is pretty
well acquainted with it. I have been asked by the Newark Cham-
ber of Commerce to present a specific point of view. That
Chamber desires to see the present intangible tax abolished not
because Newark business as represented by that Chamber wishes
to dodge any fair share its members should bear of the tax burden,
but because thé Newark Chamber feels that the present tax, both
tangible and intangible personalty, is a very serious detriment to
the welfare of the State as a whole and to other taxpayers. The
Newark Chamber feels that a revision of the taxation of personal
property, both tangible and intangible, is essential if the State’s
industry is to expand and furnish the opportunities for employ-
ment which everyone realizes as necessary today.
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I don’t need to tell you what tax lightning is, nor how prevalent
it is in New Jersey. You have heard that; you know it yourself;
you have heard it doubtless from speakers that have been here
before me. There isn’t any possibility of expansion of business
in Jersey after war industry has subsided with this threat of
tax lightning hanging over the State. All business enterprises
throughout the country know of the Jersey tax lightning and, as
you know, they are afraid to come to Jersey. A few war industries
have come in because that is a temporary proposition and the tax
question isn’t serious in a war contract. Just as soon as the war
activity is over and the State looks for opportunities for employ-
ment from normal business activity, everyone recognizes that
there won’t be enough opportunity for employment unless the
business, the industries of New Jersey expand. New Jersey has
many advantages to offer industry, but industry won’t come to
Jersey while this danger of tax lightning is in the air, and the
present industry of Jersey won’t expand while this threat is hang-
ing over its head. Now, of course, to abolish the tax on intangibles
would remove a large part of the threat, but the tax on tangible
property is subject to exactly the same dangers, and particularly
in Newark the danger of that form of tax lightning is just as dis-
turbing to business as is the threat of the intangibles. For that
reason, because the Newark Chamber of Commerce feels that the
entire tax lightning threat should be abolished, the Newark Cham-
ber hopes that the Commission will realize that the question of
taxation of intangibles can’t be well-separated from the taxation
of tangible personal property that is devoted to business. The
Newark Chamber does not feel that it is any part of its province
to recommend to this Commission what should be done with re-
spect to the taxation of property owned by individuals and not
used in business, because that isn’t part of the function of the
Newark Chamber. Of course, your Commission is interested in
the whole problem, but the Newark Chamber is not expressing any
opinion on how you should treat the individual holder of intangible
or other personal property.

The Newark Chamber believes that the proper solution of elimi-
nating the present method of taxing personalty lies in some State-
administered tax which will treat all property of like class
throughout the State on the same or exactly the same basis—all
property, that is, that is devoted to business use. The Newark
Chamber believes there is no constitutional difficulty in classifying
personal property according to whether it is used in business or
is held out of business by private individuals. There are several
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forms of substitute taxation that might be recommended by your
Commission. The Newark Chamber would be satisfied with what-
_ever one the Commission feels has the best chance of being.
adopted, because after all, unless your recommendations are going
to be enacted into law, they won’t accomplish the purpose that we
all have in mind, the ereatlon in New Jersey of a tax setup where
business can know what its tax is going to be. Business realizes
the amount of the tax itself is not so important as the certainty.
Business has to make its plans long years ahead and can’t take the
chance of tax lightning.
 Now, of the different forms of substitute tax that can be recom-
" mended, each one has some advantages and each one has some dis-
advantages. There are certain principles, however, that the New-
. ark Chamber feels should be applied to any substitute you recom-
" mend. Of course, if you recommend a State-administered ad
valorem tax, the rate should probably be different on tangible
property from intangible. If you recommend a tax on the net
worth of business, you have to make an exemption or a deduction
from the net worth of any real property, that is, the assessed value
of any real property included in the computation of the net worth.
In any form of substitute tax, you have to provide special treat-
ment for purely holding companies because of the very practical
reason that if they are taxed the same as companies that have
tangible property in the State, they simply will say, as I say in
the memorandum T filed with you: ‘““We will fly out the window.’’
Whatever the form of ‘tax, the Newark Chamber believes that the
minimum rate that is recommended should be sufficient not only
to replace the entire amount that is being collected today from
personalty throughout the State but to afford a sufficient leeway
for some increase in -the cost of government that we all assume
will follow, whether we like it or not. We have to be realists and
recognize that unless the cost of living goes down and unless the
wages: of labor employed in business go down, the wages paid to
public employees will have to be raised somewhat. Therefore, any
substitute tax ought to allow some margin to cover that differen-
tial. The maximum rate, of course, should be no higher than such
figure as the Commission finds can be paid without driving businéss
out of the State. We hesitate to talk about the distribution of the
substitute tax. The Newark Chamber does not feel that the loca-
tion either of the home office of a business or the location of its
factory or what not is the sole basis on which distribution or alloca-
tion of the substitute tax should be based, and, therefore, the
Newark Chamber does believe that the best permanent bas1s of

93



allocation is to place the substitute tax—use that, in the reduction
of the school tax in order that the benefits may be spread over the
entire State, as any going business affects the entire State.

Some cases—I might mention the electric power plant down in
South Jersey on the Delaware River, I forget for the moment the
name of the municipality where it is located—I understand that
practically every worker in that plant lives in an adjoining munici-
pality. The plant itself is in the municipality but has practically
none of the workers. Obviously, it is not entirely fair that the
entire tax on that company should go to the place where it has its
being. For that reason, the Newark Chamber does believe that
the fairest distribution is by placing the substitute tax in the
school fund. It is possible—looking at this from a practical
point of view—that such method of distribution might in a few
municipalities result in their getting less than they are getting

today. If that is so, then that can be corrected by providing that.
for the first year of operation, each municipality should receive

under the new tax, substitute tax, no less than it has been collect-
ing in the past from taxation of personalty, and then that alloca-
tion could be gradually tapered off over a period of years until
that municipality was simply getting its share under the State
school tax. I don’t believe there would be very much difference

in any municipality because those municipalities that are now

taxing personalty the heaviest are the municipalities that have the
largest number of school children and, therefore, the largest
amount of State school tax. So it is probable that there is not
a very serious problem there. But the Newark Chamber does not
wish to stress the manner of the distribution of the tax.

The Newark Chamber does not quarrel with any of those organ-
izations that asked you to take a single small step on abolishing
the tax on intangibles. If that is the most that you think can be
adopted at this time, why, it is very much better to take that step
than not to take any. The Newark Chamber does not believe that
that of itself will furnish the aid in the way it could be furnished

if you eliminated both types of present taxation of personal

property.

The Newark Chamber, therefore, hopes that this body, after
suitable discussion with members of the Legislature to ascertain
the Legislature’s attitude, will feel it can recommend a solution
of the whole problem because unless the entire tax lightning can
be eliminated, each one of you know, as every man in business
knows, that business will never feel free in Jersey to expand and
business will never feel safe to come to New Jersey in sufficient
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volume to furnish the facilities for employment that it ought to
furnish. The present danger of tax lightning is a serious handicap
to the prosperity of the State of New Jersey, and the Newark
Chamber is not asking that taxes on its members be reduced.
They still are willing: to pay a reasonable tax but they want
the law to be in such shape that they can know in advance what
that tax is going to be and not have to wonder from month to month
whether there will be a sudden flash of lightning that will perhaps
wipe out individual industries. '

I understand the Commission has just been furnished with a
letter that is being sent out to taxpayers in Newark, business tax-
payers, informing them that tax lightning is still ever present.
~ Newark is trying to meet the problem. The Newark City Govern-
ment is trying to meet the problem in a way that will minimize
the tax lightning, but even if it minimizes it, the threat still is there
and new industries will continue to be afraid to come to Newark or
any other place in the State in the way that it would come if you
will eliminate this danger of tax lightning.

The Newark Chamber does not want to attempt to go into any
greater detail in its recommendations. If there are any questions
that the members of the Commission would like to ask me as an
individual, I will be very glad to try to answer them.

The Caamrman: Thank you, Mr. Martin..

Senator Van ArustyNe: I would like to ask Mr. Martin the same
question I asked Mr. Schroeder—if you have any suggestions for
a substitute tax to make up for the funds lost in eliminating the
intangible tax.

Mr. MarTin: The two most obvious substitutes are first, a State
tax, an ad valorem tax on personal property employed in business
which, of course, could be expanded to cover personal property
owned by individuals, if the Commission desired to go that far.
In that case, the rate on tangible property should be one figure—
there might be different rates under our present constitution on
different classes of tangible property employed in business. There
might be one rate for fixed machinery; there might be a different
rate for cattle on a dairy. There might be one rate for book
accounts and another rate for intangibles that were productive of
income. Another method which might be well adopted is a tax
on the net worth of a business. That tax, as an excise tax on prop-
erty used in business, would, of course, be perfectly constitutional,
and the rates in a case of that eharacter might be made dlfferent
depending on the class of business. In case of such a tax, the
Newark Chamber would not recommend a variation in rates except
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in the case of holding companies. Net worth may be based on
so many different kinds of property that it would introduce great
complications to attempt to have varying rates on varying classes
except to the extent of certain utilities, which have at present
special rates applied to them.

There is, of course, a possibility -of expanding the present
franchise tax, but that bears so little relation to the question of
the amount of personal property that it is proposed to place a
substitute tax on, that I personally do not think that method or
that type of substitute tax is the answer to the problem. It is also
possible to employ a composite tax like the New York franchise
tax which is based partly on net worth and partly on the volume
of business done.

Speaking from the point of view of Newark businessmen, they
don’t care half so much what particular type of substitute tax you
adopt or recommend as that you recommend something that will
be certain. T assume that the studies your Commission has made
or caused to be made will give you some basis for estimating what
rate might be reasonable as the minimum on corporations and
what rate would be the maximum beyond which the tax would be
such a burden as to prevent the expansion of industry, which all
of us conceive of as the vital basis for action in this matter. The
Newark Chamber does not feel that it ought to make specific
recommendations as to rates, but the feeling among the Newark
businessmen is that almost anything is preferable to the present
uncertainty, -and that it would be very much better for them
to pay even a little more than they are paying today by way of
assurance against a lightning in the future. I know that attitude
would represent the attitude of new industry in prospect, because
T have talked over a course of years to a good many people that
might eome to Jersey with business enterprises if they could be
sure they were not going to be hit by the Jersey lightning,
whieh tax lightning is just as destructive in its effects as the other
Jersey hghtnmg we all know about.

The Cuarrmax: The last speaker was VIr Thayer Martin,
former State Tax Commissioner of the State of New Jersey. We
are very grateful for his suggestions this morning. The Com-
mission will adjourn at this time to reconvene at 1:30 P. M.

[ Whereupon, at 12:30 P. M., a recess was taken until 1:30 P. M.]

The Commission met at 1:30 P. M., pursuant to recess, in the
Assembly Chamber, State House, Trenton New Jelsey Dr John
F. Sly (Chairman) pre31d1n0~
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Present: Dr. John F. Sly (Chairman), Senator David Van

Istyne, Jr., Assemblyman Jacob S. Glickenhaus, W. Paul Still-
marn.

maAlso present: James A. Arnold, Jr., and William Miller, re-
| search consultants to the Commission.
. Absent: Norman F. S. Russell.

The Cmamrman: The meeting will please come to order. The
| following groups have asked to be heard before the Commission
[ ot this afternoon’s session: Department of Revenue and Finance
| of Jersey City; Municipal Assessors Association; the Manufac-
turers’ Association of New Jersey; Mr. Robert R. Daly, represent-
ing Julius S. Rippel of Newark; Board of Assessment and Re-
vision of Taxes of the City of Newark. There are also two or
1 three groups that were not heard this morning which the Com-
mission will arrange to hear before this session is adjourned. The
Commission is ready to hear from the Department of Revenue and
Finance of Jersey City, if Mr. Potterton is here.

Mr. Rooxey (appearing on behalf of Mr. Potterton): T am here,
Mr. Chairman. My name is Charles A. Rooney, Corporation
Counsel of Jersey City.

The Crairman: We are very glad to have you here, Mr. Rooney.

Statement of Charles A. Rooney, Corporation Counsel,
Jersey City

Mr. Roovey: I am here at the request of Commissioner Potter-
ton as corporation counsel of Jersey City, not of necessity
reflecting the views of Commissioner Potterton nor of the City
Commission of Jersey City with respect to the question of the
subject which your Commission is investigating, but addressing
myself to you with respect to my own views on that subject. I
will say with respect to that that we do believe in the broadening
of the tax base so as to relieve the responsibility of real estate
- to as great an extent as reasonably possible, and we also believe
- 1n principle in the uniform taxing of intangible property by some
- rate which would apply throughout the State and suggest some-
- thing like a three mill rate on intangible property as distinguished

from the tangible property, subject to an exemption of approxi-
- mately $50,000, with the proceeds from the collection of that tax
- to go to the municipalities affected and to be collected in the same
manner as the other taxes are collected. That is the extent of my
statement.
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The Cmairman: Are there any questions you would like to ask
Gentlemen?

Assemblyman Grickenmavus: Is that three mills on all ind
tangibles subject to an exemption of $50,000?

Mr. Rooney: Yes, subject to an exemption of $50,000.

Assemblyman Guickenmaus: The State set a ceiling of three
mills on intangible property so that it would be uniform through.-
out the State?

Mr. Rooney: On intangible property so that it would be uniform
throughout the State.

Assemblyman Grickenvmaus: And the evaluation of the in-
tangible property is to be made by the municipality and the col-
lection to be made by the municipality?

Mr. Rooney: Correct.

Assemblyman Guickenmavus: Subject to the exemption of
$50,0007

Mr. Roovey: Yes.

Assemblyman Guickenvuavus: With respect to tangible property,
leave it as it is? o

Mr. Rooxney: Yes, that is my thought. However, as I said to
Mr. Martin, with respect to the tangible personal property, of
course, frankly I would like to ascertain a little further what
develops before this Committee and to learn a little deeper what
this Committee has ascertained as a result of its own research with
respect to the tangible property.

Assemblyman Guickzxuavus: The only thing that comes to my
mind is: can you prescribe constitutionally a certain rate for
intangibles and another rate for tangibles?

Mr. Rooxey: Of course, in that, Mr. Glickenhaus, it brings up a
subject which may possibly be affected by our challenge to Chapter
291, P. L. 1941, presently pending before the Supreme Court, and
we think-—I am speaking for myself—we think it may possibly be
advisable to see what happens in respect to that suit as to making
different classes of property, but I do think this intangible personal
property is something which stands in a class by itself. '

Assemblyman GrickexHAUs: [ don’t know what you are refer-
ring to. i

Mr. Rooxey: That’s the new tax act with respect to ceiling of |
railroad taxation which is presently pending on certiorari in the
Supreme Court and which has already been argued. We attacked
that ceiling in certiorari proceedings. I am not advocating a ceil-
ing on intangibles; I am simply saying it is my own view that with
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respect to that, if subject to the Court holding that such proceed-
ings are proper, that might be a remedy.

Assemblyman GrickeNEAUS: From your experience as corpora-
tion counsel of Jersey City, can you tell me what Jersey City
collected by way of intangible taxes during the last three or four
years?

Mr. Rooney: No, I am sorry, I don’t have that figure. At one
time I think it was a fairly sizeable item until the exodus of these
industries a few years ago.

Assemblyman GrickENuHAUS: Most of these industries that have
left Hudson County did so because of the tax?

Mr. Rooney: I would not say most; many have, the extent of
which I don’t know. Many have, I know.

Assemblyman GrickenuAaUS: Do you know whether there is a
breakdown in the city figures as to the amount collected in intangi-
bles and the amount collected in tangibles?

Mr. Rooney: No. I might be able to get that figure for you if
it would be of interest to you.

Assemblyman GrickenHAUS: 1 would like to have an idea of the
amount of intangible taxes collected in the city of Jersey City
prior to what is termed the exodus and after the exodus on purely
intangibles.

Mr. Roovey: Anything else? Yes, I will see if I can get that
for you.

Assemblyman Guickenuaus: I will appreciate that.

The Cmamrman: Thank you very much, Mr. Rooney. A. E.
Weiler, Secretary, Association of Municipal Assessors in New
Jersey—is he here?

Mr. WerLer: Professor Sly, we have the president of the Munici-
pal Assessors of New Jersey here and he will present the report.

The Crareman: We will be glad to receive it.

Mr. McDovouer: We have made seven copies.

The Cramrmax: We would like to have seven copies.

- Mr. McDorougr: Shall I proceed with the reading of this
report?
The Crarrman: If you will, please.

Statement of James McDonough, President, Association of
Municipal Assessors of New dJersey

N[I.‘. McDo~oucr: Preliminary report by the Association of
Municipal Assessors of New Jersey to the New Jersey State
Commission on Taxation of Intangible Personal Property—
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November 30, 1944, Foreword. It is the hope of the assessors of
the State that the N. J. State Commission on Taxation of Intan-
gible Personal Property may be the means of creating legislation
toward procuring the necessary data to assess intangible per-
sonalty on a fair and equitable approach to value. Since the
growth of our State from all farming communities to suburban
and urban cities and the transfer of wealth from farm husbandry
to stocks and bonds and other intangible assets a growing problem
has been developed for the assessor.

Taxation of intangibles creates an impasse, which the assessor
has attempted to remove without satisfactory results because of
the lethargy of the public, the Legislature and the assessors
themselves.

Forms have been seriously used in an attempt to seek the owners
and value of intangible personalty throughout the State with the
result that they either are not returned, or fictitiously filled out and
in some communities favorable consideration has been given tax-
payers because of the confiscatory character of the intangible
personalty tax.

Our Association is conversant with all the evils of the intangible
personal property tax as it is presently set up and administered.
We submit the following recommendations for the Commission’s
study and approval:

(1) The assessment and collection of intangible personalty
should be vested in a central authority, preferably the State Tax
Commission.

(2) Forms for listing intangible personal property should be
uniform throughout the State, with differentiation between differ-
ent groups or classes of taxpayers.

(3) To facilitate use of balance sheets and income accounts, most
of which are made up on a calendar year basis, it is recommended
that a January 1st assessment date be established.

(4) It should be mandatory for all taxpayers owning 1ntan0"1b1e
personalty to file a tax list with the central authority.

(a) False returns should be punishable by severe punitive
measures.
(b) Similar penaltles should be provided for failure to file.

(5) Each business concern, whether incorporated or not, should
be required to accompany its return with a balance sheet.

(6) Hvery taxpayer subject to a Federal income tax should be
required to accompany his return with a copy of his income tax
return.
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(7) The central authority should be supplied with records of
taxable stocks and bonds.

(a) Legislative action should require corporations to sub-
mit annual lists of names and addresses of resident stock-
holders and registered bondholders of record, with the number
of shares or face value of bonds held.

(b) Copies of reports made to the U. S. Securities and Ex-
change Commission should be supplied.

(¢) Building and loan or savings and loan associations
should submit lists of shares held by their constituents.

(8) Chattel mortgages and conditional sales contracts should be
furnished the central authority by the county clerk’s office.

(9) Copies of receiverships, estates of bankrupts, estates of
decedents, and estates of minors and minors administered by
guardians under supervision of the courts should be provided.

(10) Collateral used for bank loans should be provided by banks.

(11) There should be close cooperation between assessors of all
districts and the central authority in the exchange of information
concerning intangibles. '

(12) The central authority should furnish a copy of their list’
and method of arrival of value to the assessor each year.

(13) The basis of all values shall be ‘““market value’’ arrived at
through an analysis of market price, face, par and book value and
capitalization of earnings.

(14) It is believed that all intangible personalty should be taxed
on a reasonable and bearable basis and the test of experience in
subsequent years should determine whether it should be raised or
lowered.

(15) An excellent purpose for the use of the tax revenue pro-
vided by this new source would be to allocate it for the use of our
public schools and disbursed by the State.

Conclusion. A complete description of each heading has not
been provided. Should your Commission believe in the merit of
any item we shall be glad to enlarge on our descriptive data.

We are most grateful for the opportunity to be heard in this
matter and hope we have made some contribution that will be of
assistance to you in your final determination.

In the event that proper legislation with ‘“teeth’’ in it is not
enacted, then it is our suggestion that this form of taxatlon be
ehmmated and some other form substituted.

That is the extent of our preliminary report.

The Cramrman: Thank you very much. Are there any ques-
tions, Gtentlemen?
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Assemblyman Griocxenmaus: Do you believe that intangible
personalty should be removed from a lower level and put on a
State level?

Mr. McDo~ouer: That is our primary thought on that.

Assemblyman Grickenmavus: Kither State or county?

Mr. McDovouer: Kither State or county. We would favor the
Legislature putting teeth in the laws compelling people to assist
the assessor in an independent search for intangibles and apply
for a form and request them to do it.

Assemblyman Grickenmavs: The law provides to send a man to
jail if he doesn’t answer questions.

Mr. McDovouca: On what basis, perjury?

Assemblyman Grickexmavus: No. I think the statute requires
it or else the assessor has the opportunity or privilege of assessing
the intangibles for what he thinks the value of them is. In other
words, it can’t be broken down. It would be far better to cen-
tralize it in a State or county level in administering the intangible
tax?

Mr. McDowoucu: Yes, sir. Why not?

Senator Vax Arnstyne: If the intangible tax were eliminated,
have you any specific suggestion as to what other type should be
substituted?

Mr. McDowouesr: We are inclined to agree with the banks in
that respect.

Senator Vaxn Arnsty~ne: Another suggestion is to treble the busi-
ness franchise tax to take care of the loss at present.

Mr. McDoxouer: Yes. We haven’t any objection to that
increase.

Assemblyman Grickenmavus: Kxcept for the burden on the tax-
payer?

The Crarrmax: Mr. Frederick S. Kellogg, of the Manufacturers
Association of New Jersey.

Statement of Frederick S. Kellogg, General Counsel,
Manufacturers Association of New dJersey

It is a privilege to come before your Commission on behalf of
the Manufacturers Association of New Jersey to speak concerning
the assessment and taxation of intangible personal property. I
think I might say that the Manufacturers Association is made up
of people very like every other person in the State—they don’t like
taxes. Anybody that comes around and offers them a chance to
get out of tax is received with initial applause and praise. But, on

62



41e other hand, they are practical people and realize that revenue
‘has to be raised. In fact, the whole purpose of any taxation system
is not 