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ASSEMBLYMAN CHESTER APY (Vice Chairman): Good morning.
I would like to ask Senator Schluter if he would introduce
the members of the Committee that are here this morning.
SENATOR SCHLUTER: Thank you, Assemblyman. This is
a little custom that the Assembly Revenue Committee has
undertaken at these hearings. They allow the home county
Senator or Assemblyman to do the honors.
First let me go down the table. At the far end of
the table we have Assemblyman Mancini from Ccean County. Next
to him we have Assemblyman Walter Foran of Mercer-Hunterdon:
our Co-Chairman Assemblyman Apy with the corn-cob pipe:
next to him on this side, Assemblyman Francis Gorman of
Cloucester-Camden; and next to me Assemblyman James Vreeland
of Morris County.
Just a brief word about the format of the proceedings -
I understand we have quite a number of witnesses who are
here to testify. We have about 20 so far. This is going
to be the last day of these hearings. I am somewhat of an
interloper because the official body which is holding these
hearings is the Assembly Revenue Committee. The bills
which are being considered have to be moved in the Assembly
first and they have all been referred to the Assembly
Revenue Committee and they are undertaking their responsibility
in the proper manner. But they have consented to invite
members of the Senate Revenue, Appropriations and Finance
Committee, of which I am a member, to sit in on these hearings
and to be an equal part up here at the table as far as
questioning of witnesses. This is the reason for my presence.
The hearings have been conducted in various parts of
the State. They have elicited a good response in some areas
and a rather mediocre attendance in other areas. What the
Committee is attempting is to try to get the public or any
particular organization to respond to these bills and to
give us their criticisms, their suggestions and their
comments. We have been over a lot of territory in these

hearings. We would hope that the testimony will not be
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repetiticus. We would hope that ycu will bring new ideas
and new comments to the attention of the Committee.

Basically the format is where the witnesses have
prepared statements to deliver them up to Mr. McHugh here
who is acting as Secretary to the Committee. This is very
helpful to the stenographers and us. He will also put you
on the list if you wish to testify. I know the Committee
would appreciate, if the statement is long, to have you
condense it and bring out the salient points so we can
get right to the heart of asking questiocns about the points
that you make.

With those words of welcome, I turn the microphone
back to our Co-Chairman, Assemblyman Apy.

ASSEMBLYMAN APY: Thank you, Senator. I would like *to
note also that two of the bills, 1272 and 1287, have been
referred to the Education Committee which is holding a
separate series of hearings, concluding their final hearing
next Monday. We will take testimony, of course, on these
bills, which are educational bills. However, we would also
suggest to anybody interested in that subject matter that
their time perhaps might be better spent before the Committee

that is directly responsible for reporting those bills out. |
We are not.

I would like to say finally, in trying to ascertain
the response of the New Jersey community to this tax package,
we have found that in some instances the public has had

difficulty finding out exactly what it is all about. For

that reason, we have asked the Division of Taxation to have

a representative here. We have also asked the Office of the
Counsel to the Governor to have someone available, the purpose
being to provide, 1f needed, expert advice and factual
answers as to the contents of the bills themselves. Because
there is no sense in having someone testify for half an

hour on a false premise. At times, therefore, it may appear
if we bring up a subject and correct somebody, if I can so

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

Does anybody have anything further? If not, the

first witness will be Mr. Robert Henry from Princeton Borough.

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

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

Whereas, the taxpayers of the said Borough of Princeton
are heavily burdened as the result of the loss of revenue
and increase in costs generated by exempt properties. . . .

That was a mandate from our Council and I would like
to think of the taxpayers in the Town of Princeton.

Gentlemen, I thank you for this opportunity to come
before you and present some of the concerns of our taxpayers
in the Borough of Princeton and on the recommendations made
and bills introduced in the Legislature covering tax reform.

I ghould like to say personally that the Tax Policy
Committee has done a magnificent job to come to grips with
the fiscal problems of our State and its over-all recom-

mendations are supported by most of us who are close to the

problems.



As a candidate for the General Assembly last year,

I advocated inclusion of the income tax reform in the
Democratic State Platform and during my campaign endeavored
tc make it a political issue.

In its call for reform, the Commission courageously
attacked most of the problems and made sound recommendations.
Unfortunately, one area of investigation, namely, tax exempt
properties, was studied and although significant recommendations
were made pertaining to governmental properties, they failed
to come to grips with the private exempt property problem.

In a report issued January 30, 1970, the State's
Commission studied the exempt laws in the State of New Jersey.
as chaired by Assemblyman Apy. It concluded that the
greatest percentage of exemptions which it considered would
have to remain unchanged. But the report stated in no uncertain
terms that the present inequitable distribution of exempt
property for educational and other nongovernmental organizations
and the consequent variable burdens of such exemptions on
local taxpayers of this State should not continue.

The problem lies in the fact that in many cases
property devoted to an exempt use in a particular municipality
draws the beneficiaries of its exempt service from a much
wider area than that municipality.

Nowhere in the State is this more apparent than in
Princeton Borough wherein 39 per cent of the property
values pay 100 per cent of the tax burden. The Apy Report's
major recommendation was to spread the load of tax exempt
properties over counties. In a statement accompanying the
report, Senator Beadleston cited the deficiencies of this
recommendation and stated that others ~ and he was talking
about private schools - draw a majority or at least a large
percentage of their students from without the state. This
is especially true of Princeton University.

In my opinion it seems unfair to spread the load of
that exemption over the entire County of Mercer, particularly

Trenton. But the Senator did recommend that the Legislature
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give consideration to provide adequate payments in lieu of
taxes to those municipalities now carrying the full load
of such exemptions.

In a Federal study, the Advisory Commission on Inter-
governmental Relations pointed out that state-granted
exemptions spread the cost among taxpayers in one locality,
not to a statewide tax base. The impact is unequal and
sometimes a community bears costs of an institution which
serves a much wider area,and the legislatures are actually
imposing forced contributions on local taxpayers without their
consent and outside of local budgetary processes.

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

Alfred Balk in his comprehensive report, the Free List -
Property without Taxes, which was financed by the Russell
Sage Foundation in 1971, recommended that one approach to
meaningful reform could be realized by having state reimburse-
ment for mandated exemptions and intergovernmental payments
in lieu of taxes. The State of New Jersey has reacted to the
latter proposal but not to the former.

We petition the State to include in its recommendations
to the Legislature payments in lieu of taxes for private
institutions, similar to Assembly Bill 1269, an act which
imposes property taxes upon public schools. It is only
fair that the State assume the obligation for the tax-
exempt creatures that they have created and lift from the
shoulders of the local property taxpayer this awesome burden
of supporting universal-type universities.

I would like to just take a moment and show you
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gentlemen the impact of some of these statistics. Sometimes
this helps to make a better impression.

(Referring to Charts.) This was taken from the
Assessor's Report that is now required from each municipality
to the State. The total properties reported by our Assessor
total $240 million. T'm sorry this should be in thousands, but
it is $240 million, of which 95 is the ratable base, made up
of residential, commercial, etc.

The tax exempt property consists of public schools,
other schools, public use, charitable, etc., totalling $146
million or close to 61 per cent of the ratables. At the
time the Apy Report did their survey, this figure was
59 per cent. As you can see, even in two years, or one year,
if you will, this has already changed by 1 per cent and that
is very significant.

I would like to pinpoint that figure of $117 million
which we call schools. We have three universal-type
universities in the Borough of Princeton: Westminster Choir,
Princeton Theological Seminary and Princeton University.
Their property consists of dorms, what I like to call the
people or residential-type structures. Such structures as
pertain. to these institutions total $31 million. They also
house about 35 per cent of the population in the Bbrough of
Princeton. We are a town with approximately 12,000 people,
of which 4,000 are students who can now vote. The other
buildings are libraries, etc.

My point, gentlemen, is that these structures, if we
allude to the way we apportion taxes, generate services. The
town provides the services. They are tax shelters, protected
by the State. We look to the State to solve this problem.

We cannot do it locally. We cannot beg for contributions
to offset services. We must look to the structure of legal
means to share that expense.

The other matter that is of profound importance-- and
this is my last point -- and as Chairman Apy commented, I
should probably be taking this problem to the Education
Committee which is reviewing 1272, which I will do. But I

6




think you as abody in this over-all structure of passing on

and making recommendations should be aware of a very parochial
problem that this bill creates in the Borough and Township

of Princeton, two communities that over the years have wrestled
with the problem of trying to consolidate and getting all
tangled up in so-called draws on the basis of tax rates, not
services and the real issues. But the taxpayer more or less
says, you are taking it out of one pocket and putting it in

the other. But there are two pairs of pants, gentlemen.

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

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

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

But if this must remain - and I hope it does not -
you should at least allow the two communities a period of
transition, being that we have two pairs of pants, even though
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we are moving it from one pocket to another in a regional,
two-community shared system, that would allow a financial
transition as was granted to the Westwood Regional School
District that was merged up in Bergen County, where it allowed
the cost of apportionment that was changed be spread over

a ten-year period. The transition period is 20-10, 80-20, etc..
etc. If we must live with this, let us try to take financial
responsibility and allow the municipal fathers in the Borough
to look for the ratables necessary to overcome this type

of change.

Thank you very much.

ASSEMBLYMAN APY: Thank you, Mr. Henry. I welcome
Assemblyman Perskie to the Taxation Committee hearing this
morning.

ASSEMBLYMAN PERSKIE: Thank you.

ASSEMBLYMAN APY: I would also note if anybody has
come in since we started, if you would like to be a witness,
please sign up with Mr. McHugh at the front here.

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

ASSEMBLYMAN PERSKIE: Mr. Henry, I don't know whether
you know the answer or whether you have any reason to know, but
do you have any idea what amount of money, if any, is given
by Princeton or the other schools to the borough?

MR. HENRY: Certainly. Princeton University as an
institution shares in the cost of the sewer and incinerator-
type operation. This has extended over a period of years,
with the two towns and university. They share this for the
water usage and the sewer usage, which is normal. They have
made a contribution over the last 10 or 15 years of payments
in lieu cf taxes, as it has been referred to, not for services,
of $15,000. This year, at my request, since the community
was buying a $100,000 fire truck, which was essentially to
protect their high-rise buildings, we requested and received
a donation of $10,000.

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

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

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

MR. HENRY: You said that.

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

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

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

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

ASSEMBLYMAN PERSKIE: I am a little bit surprised at the
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$15,000 figure. That's why I asked. Because I don't

have very much experiernce personelly in this area. But I

do think from what little I have been able tc observe that
would seem to be somewhat small in compariscn tc what some
other schools may be doing.

MR. HENRY: That's a gross understatemsnt.

ASSEMBLYMAN BEDEI.L.: Senator Schluter?

SENATOR SCHLUTER: Councilman Henry, by way of cbser-
vation and then a guestion, I think your testimcny spoke very
well about the problem of Princeton and in no effort to down-
grade this problem, I do think it is significant for the

Committee to know that as a representative of the district

which includes Princeton, my mail on the Tax Policy recommendations

is running about 80 per cent in favor from the Princeton
Beorough and Princeton Township community - I know that Mayor
Wallace of Princeton Township is another speaker who will
appear later this morning - that despite the fact that the
chart shows there will only be tax relief in Princeton Borough
of 4 cents per hundred dollars of valuation, which is about
the smallest amount of any municipality that I have seen
of like size and substance. And a number of these people
are obviously going to be hit rather hard with an income tax.

Getting now to the question that I have, you have been
a student of the matter of tax exempt properties because
of your experience on the Board of Finance of Princeton
Borough and because of your familiarization with the problem.
I know that you have met with members of the Sears Committee.
Would you say, Councilman, that there would be a possibility
of overcoming this problem in Princeton by a payment for
services formula or by State law which would allow payment
for specified services, such as, police protection, fire
protection, - I'm not talking about the sewer and water
services which are supplied - as opposed to a different
classification of assessment?

MR. HENRY: Would that I had words of wisdom. I
personally prefer the State to take the action here, to arrive
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at a formula of assessment. I think it beccmes a very
provincial problem when you leave the local municipalities
to negotiate. I think it becomes a very peclitical thing

in a structure of people associated with those institutions
who wish to remain under that sphere of influence. They
would certainly not encourage the payment in lieu of
sexvices, There are pressures in a very small community
and there is a point of no return, if you understand what

I am saying.

When you look at the population of the Borough which
is 12,000 and 4,000 in the student body, it becomes question-
abls how much and who votes, etc., and, as I say, becomes
political. But I think you are only being provincial if you
look to one community and this was the problem the Apy Report
txied to overcome. It said, take this on a countywide
basis and establish some feormula of tax credit.

I have a problem,as well as the Mayor of Trenton -=
I see the prcblem of the City of Trenton supporting the
so~called affluent community of Princeton Borough for tax
exempt property. I think it must be done at a State level
with formulas that perhaps would provide a certain dollar
of exclusion and then properties valued over that would share
in the municipal and county tax, at least minimum. Schools
are another problem.

As you can see, you change the name of the game and
the taxpayer in the Borough wakes up the following morning
and he is suddenly hit with $3,000 more. He doesn't have
any more students there; in fact, he has less students than
the other chap. I think you have to create some level
statewide as pertains to all municipalities. Our problem is
no different than Trenton's, Glassboro's. etc. There are
demands in a very conscientious community such as ours,
for example, that we have public housing. We vote for
these types of things. The taxpayers support these. They
devote $1.6 million in ratables for the poor, the indigent,

and the senior citizen in the Borough of Princeton. This
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costs on the tax rolls $66,000. They get no credit for
this type of thing, meeting the needs of the people above
and beyond what the State mandates may be. We have our
own local mandates.

But where you have the influence of tax-exempt
organizatiors wishing changes within the system and changing
the beneficiaries of the systems and yet they are not
required to pay for them, I think the State must step in
here. I am going around the bush again.

For example, you have a lot of private secondary schools
that assume much of the responsibility within the State
for providing a level of education. I do not subscribe that
they should be taxed - perhaps by exclusion of $1 or $2
million and then you tax over and above that to share would
be the answer.

SENATOR SCHLUTER: One more question - Mr. Henry,
you said that the countywide apportionment might be a reasonable
solution, as suggested by the Apy Report. But in view of
the fact that the Legislature has taken action to provide public
moneys for private higher education just recently, which
would indicate that there is a certain statewide benefit
derived from the presence of private colleges,such as Princeton
and Fairleigh-Dickinson, Drew, etc., do you not think it
would be better to apportion it on a statewide basis, so
to speak, rather than a county basis - or to make it a
State tax or a State obligation?

MR. HENRY: I think so, yes. I would agree.

ASSEMBLYMAN APY: The sum total then as I understand
it is that you would not really suggest that we take the
formula that has been proposed in the legislation for
regional districts of the municipal rate and apply that to
private institutions. Is that right? In other words, you
don't view that as the ideal solution. However, from your
point of view, would it be an improvement?

MR. HENRY: Yes, it would be an improvement. I am

trying to overlook the provincial problem within the Borough.
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It is equally a problem throughout the State.

ASSEMBLYMAN BEDELL: Thank you, sir.

MR. HENRY: Thank you.

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

CHARLES Ww. SANDMAN, J R.: Thank you.
Mr. Chairman, I have a statement but I am not going

to read it. I am going to try to cover it as quickly as

I can and narrate upon the leading points that I feel

should be considered by the Committee.

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

At the outset, I am not opposed to tax reform. I don't
think anybody is. If I thought for one moment that this
package represented tax reform, I would be for it. I am
here opposing it because I do not believe it represents
any reform whatever. 1In fact, if we called it what it is,
we would say it is clearly and purely and simply an income
tax by deception. That is what it is.

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

I remember when Governor Meyner was going to save the

earth by refinancing the New Jersey Turnpike. It was
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submitted to the people and it was soundly trounced by the
people.

I remember when Governor Hughes in the first year of
his first term came forward with a package far more
appetizing than this, because it was going to rebuild New Jersey
and it was going to do it without any tax whatever. Now you
can't ask for more of a Utopia than that. The only thing
he wanted to do was to spend all of the receipts of the
New Jersey Turnpike to the year 2002. Fortunately for us,
the New Jersey Constitution required that such a program as
that and such a program as that suggested by Governor Meyner
had to be submitted to the people on referendum. Now that
proposal had the support of everybody. It was being promoted
by the same highly-paid, high-polished Madison Avenue outfit
that you have promoting this.

All that you read about in the media are all of the
great things about this proposal. We now have committees
being formed, such as happened in 1962 by Governor Hughes.

He came out with the same approach - it has to be bi-partisan -
and, gentlemen, whenever anybody says that, you want ‘to put
your back against the wall and then get awfully suspicious.
Because if it is so bad that it has to have both parties'’
blessing and it has to have everybody's support in the
Legislature, there has got to be something wrong with it.
Because you and I know as legislators, whenever anything is
that great, we have that innate selfish feeling that we want
the credit. You see, this is not one of those things that

can stand on its own and for this reason, there is this over-
whelming outpouring of generosity to put everybody's name on it.
So if you do go to the well, you go together. And if you go
to the chopping block, you also go together. That's the
method behind all of this.

If we take the two eras together, it is an exact
duplication of what happened in 1962. The only thing that
has happened now is that they have changed a few of the

players, but the method is the same. The bi-partisan committee
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for the $750 million bond issue in 1962 was headed by some

of the most powerful Republicans in the United States.
Although the plan was a Democrat governor's plan, this was
the best way to do it. He had everybody for it - everybody -
all kinds of publicity, the same kind of a Madison Avenue
approach. The only one against it was the Senate Majority
Leader who happens to be the Congressman from the 2nd District
today in New Jersey. Again, fortunately for 7 million poor
souls in this State, that proposal had to be submitted to
theelectorate and that proposal was soundly trounced at

the polls and thank God that it was.

Just lock at that one for a moment. Had the people
voted on that, about 7 or 8 days earlier. believe it or
not, it would have passed. Now what would have happened
had it passed? You talk about the sale of a bill of goods.
This was it in the superlative degree. If you gave away
all of the proceeds of the New Jersey Turnpike to the year
2002. how in God's name would you ever pay for the $400
million necessary for the improvements and the widening of
the Turnpike? Has anybody ever answered that one? That
is how silly that proposal was and that came within a hair
of becoming the law of this State.

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

Now the Meyner proposal involved only a few bills
on refinancing the Turnpike and that was not hard to
understand. The Hughes proposal for the $750 million bond
issue required very few pieces of legislation. This - I
don't know what it requires. One day I read it is going
to require 48 bills. The next day I hear it is 66 bills.
And by the time you fellows get to vote on it, it will
probably be 166 bills. You know nobody is that smart that
I have ever met, and that includes yours truly too, that
is going to be able to understand that maze of legislation,
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the impact it is going to have upon the eighth largest and
most heavily populated state in the Union. And I am absolutely
confident that what the Governor said to the AFL-CIO has a
lot of merit. This, I think, is the most honest statement
made by him on this proposal up to date, and that was, the
AFL-CIO, one of the largest unions on the face of the earth,
with its battery of attorneys and experts of all kinds, decided
not to be for this proposal because they didn't understand it.
Gentlemen, if you forget everything else I have to say today,
remember this. I think he is probably right. Even with all
they have at their disposal, they do not understand this mess.

Let's look at a little bit of history attached to
it. This is not the first Tax Policy Commission. Seven
such Commissions existed during the ten years that I was
State Senator. They didn't recommend all these things, but
they did come up with some recommendations that would have
forced upon the State a long time ago a sales tax and an
income tax.

The Sears Commission took more than two years to study
this. I read over their findings, as best I could, and
I didn't have enough time to really devote all the time I
should to it, but it took the Governor three months for him
to read it and understand it before he came up with some
of his recommendations. Now he has had the benefit of public
opinion as to the Sears Committee's mistakes and, boy, there
were plenty of them. That was a package that couldn't pass
in a hundred years and everybody knew it. It took him three
months, him, meaning the Governor, to come up with this
proposal and he is asking you to put your necks on the
chopping block to do this during the long, hot summer, when
nobody is paying any attention to anything, with a hope and
a prayer that the 166 bills, if that is how many is going to
be necessary, will be rushed through under emergency proceedings
probably on the eve of January 3rd or some such good date

when everybody wants to be any place except here, and with
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a hope and prayer that ncbody in the seven and one-half
million population ever understands what is being attempted
here.

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

I don't think that you should pay any attention whatever
to the threat that in the next election the people will
probably say to you, "What did you do to hold back my real
estate taxes? Why didn't you vote for that proposal? My
real estate taxes went up 15 per cent." Now that is just
about as ridiculous as the statement made to the AFL-CIO.
This, my friends, does not become effective until after the
term of the present Governor and this Legislature expires
and that being the case, it can have absolutely nothing
whatever to do with any rise in taxation in the tax year
'72 or '73. That's how ridiculous that statement is. And
I don't think we should judge this on the outcome of the
next election anyway.

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

a day under the very expensive program of Medicaid, and it was
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right in the Federal legislation, that by January lst of
1970 all 50 states had to have their own program. Then Dr.
McCorkle made the statement that such a program by the 1lst
of January would cost New Jersey S$100 million. And I went
along with that amount. So the idea there in opposition
to the sales tax all those years was to save that tax so
that a large part of it cculd be dedicated for that $100
million when it was needed.

Well, when I left the Legislature in early 1966 and
the Democrats took cover - and I am not trying to be partisan -
I'm trying to give you history - the sales tax was willy-nilly
enacted. Its proceeds were promptly dispersed into about
a million different potholes and nc one paid any attention
as to where the $100 million was coming from on January lst,
1970, and that brought about the debacle.

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

So the crisis of 1970 to the tune of $100 million plus
was a manufactured crisis for which there was no planning.

Now I went through that to give you a reason why
this should definitely be opposed. In the future you are
going to have some demands upon the capital and the receipts
that you collect from the taxpayers. There is no guestion
in my mind about that. It would seem to me that we have to
realize, and I am certain the people realize, that the last
big source of big State revenue is the thing that is hidden
in this mishmash, and that is New Jersey's first State income
tax. That is the last big State revenue. There aren't any
others that will go into the size of this, a half billion or
more. That means to me that if that is the last big source,
it should be protected, as I recommended the sales tax,

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

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

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

I think it is altogether proper to give you at least
one man's observation who does try to pay attention to things
in Washington. No matter who is the next President of the
United States, in my opinion, if we are to stop inflation the
10 per cent surtax must be re-enacted. That is a drastic
increase, my friends, in the income tax. I think the working
man - I think everybody that pays an income tax - and that's
almost everybody that breathes in this State - should know
this. In my opinion this will definitely be adopted in
the 93rd Congress because no matter what we try to do we
are facing a $26 billion deficit this year and with all the
paring down, holding back, it's going to be at least that much.
If revenue sharing on a willy-nilly basis is passed, such
as has been recommended by everybody that thinks they are
getting something for nothing, you can tag another $5 billion
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on top of that. So if we are going to save the value of
the American dollar, we have to be prepared to pay for it
and the taxpayers of all 50 states are going to get waffled
with income tax increases during the next two years in my
humble opinion. And I say this regardless of what happens
to the war in Southeast Asia. If there is total peace
throughout the world, that statement holds true because we
know from the Korean conflict and we know from ending
World War II how long it takes to have any recoupment of
moneys that allow any kind of a balanced budget after that
date. So this I think you have to be prepared for and this
I think the people have to be warned about. Your Federal
income tax in the next two years must go up.

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

I said before other attempts were made under the same .
kind of presentation. Other attempts were made by the finest
publicity known to man. That comes from Madison Avenue.

Other attempts were made by attaching beautiful names to a
proposal that couldn't stand on its own two feet. I have
cited two proposals that were defeated and they were defeated
by the people.

This proposal is far more dangerous than any of the others
because this proposal, unlike the two I talked about, Governor
Meyner's proposal and Governor Hughes' proposal, does
not have to be submitted to the people. That is the big
difference between the two. And I have no doubts what
would happen to this package if it were submitted to the
people. I am not recommending it be sumbitted to the people.
But I am saying this: We should bring this thing out in
the open and call it exactly what it is. It is an income tax
with certain little flourishes and that's all it is. The
only difference between this and what Governor Hughes tried

to do, this has the Federal style of the boondoggle known
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as an omnibus bill. This is an omnibus bill. Make no
mistake about it. What is an omnibus bill? It is the worst
kind of legislation that exists.,

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

Now some things have been taken out of the Sears Report
and these are the plums. Can you imagine anybody having the
courage of voting for the repeal of veterans' exemption?

Of course, not. So that is taken out with a hope and a

prayer that the veterans now will at least think - they

are getting nothing additional - but we are not going to
take anything away from them so this should give us the

veterans' vote. That's the plum there.

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

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

The worsd hypocracy of all in the whole program is
what they are trying to tell that poor homeowner all over
again. I lived through this for ten years. I watched
everything I predicted happen, and so did you. I said that

the sales tax was not going to lessen anybody's taxes, not
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even for a single year. I said the only thing it is going to
do is find itself into a million potholes and nobody's taxes
are going to go:down. We are not going to make anybody
happy. If we spend it all on education, the educators will
be here saying we are not doing enough for education, we
are not doing enough for the Teachers' Cclleges and all the
other places, agd no doubt we are not, but that is another
reason. So I s&id then, this is going to bring on an inccme
tax - that's what is going to happen. Because if you can get
away with this thing under the style that you have adopted
it, you can get away with anything, and I believe that yet.

Scmebody has said that there is a court decision
that makes unconstitutional the present system of collecting
taxes for the public schools. Well, whether we agree with
that decision or we don't, let's assume the decision is
going to be the law of the country. I hope it isn't. I
don't agree with the decision as a lawyer. But let's assume
that it does become the law of the country. This proposal,
my dear friends, does not meet the things required by the
Botter decision and don't think it does. Because in
nobody's estimation does this package pay for all the cost
of the public schools. And if it doesn't pay for all the
cost of the public schools, it is as unconstitutional as if
it pays for none of the cost of public schools.

I think too we have to pay some attention to a bit
of salesmanship here which I £hink somebody has run away
with. I always get suspicious when somebody tells me they
are doing something to help me before I even ask them to
help me. This is what is being attempted here. And we
are going to put safeguards in this thing so no one can ever
hurt you. That has been said too right in this Chamber.
We're going to have some constitutional amendments. Oh, this
makes me smile. First of all, we are going to help the
homeowner with his real estate taxes. So the first thing
we are going to do is give him a real estate tax he never
had before, one which is levied by the State, one that has
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an invisible tax collector that nobody ever sees, nobody
ever will see and no one can ever argue with. You can get
far with him. The guy who collects my taxes, the guy who
assesses my property - I'm happy I know his name. I know
where he lives and if I am not satisfied with what he does,
I can go see him. There is a system under our laws in

this State today where I can get some pretty good attention
and so can every other citizen. But under this system, I
don't know what attention you are going to get.

Now to safeguard that tax, whoever put this thing
together says we are going to have a constitutional amend-
ment so that it can never get higher than one dollar a
hundred. Well, that is big-hearted. If you leave it at
a dollar a hundred, in ten of the sixteen municipalities
in Cape May County where I live - and every one of them
are run well - we don't need this kind of a proposal
because we think we run our government well at the local
level. But under this proposal, without the income tax, ten
out of sixteen municipalities get a tax increase. We don't
save a dime. So I am pretty confident how the legislators
from that area are going to vote. I'm not saying what the
income tax does to them. But there is going to be a 1lid
put on that tax by virtue of a constitutional amendment -
remember that.

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

Secondly, let's be honest. If you are going to help

that poor homeowner - we have lied to him so long it is
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pathetic -- if we are going to help him, if we are going
to absorb the public school cost, there is only one way
you do it, you dedicate forever a State revenue for that
purpose. There is no constitutional amendment proposed
by whoever dreamed up this program to dedicate the biggest
tax there is, the income tax. Why wasn't that part of
the package? The strongest recommendation I can make to
you gentlemen -- and I am not recommending - please don't
misinterpret what I am saying - I am not recommending the
implementation of a State income tax at this time. I am
not doing that.

I studied economics for a long time. One of the
fundamental principles of taxation that I learned,and I
have triedlto subscribe to through all of these years in
government at the State and Federal level, is that you
never tax the people until it is necessary at the time the
tax is enacted. That is as sound as yvou know your name.
This proposal enacts a tax two years before it becomes
effective. It uses figures that will be four years old
at the time the tax becomes effective. It brings into being
the largest revenue that the State can ever have and it
has no control over what use that revenue is going to be
used for, none whatever, and I say this is wrong.

If you are going to have an income tax - and perhaps
this is something that this Legislature should come back
with when it meets next week - if there is one thing you
are going to submit to the people, I think you should
submit to the people a proposal in the event that the State
of New Jersey shall ever have an income tax, it shall be for-
ever a dedicated trust fund, the largest part of which will
be used to pay for and absorb the cost of primary and
secondary education to the tune of 100 per cent. That way
you will help the homeowner because you will have taken
away his obligation to pay the school tax. You will have
helped the homeowner. You will have given him all the

security he needs. Because this Legislature and no other
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can change what can happen to the biggest revenue there

is because it will be trust funds that you cannot legislate
and you cannot change the expenditure thereof unless you
submit another proposal to the people and the people give
their consent to you to amend their Constitution. This,

I think, is sound planning.

So, gentlemen, it is grossly unfair for anybody to
ask you or me or anyone else to support a maze of legislation
that nc even the AFL-CIO can possibly understand and to do
it during the long hot summer. To ask you to do something
that nobody else has been able to do in a long, long time,
T think is unfair and I am confident that when this proposal
is refused by the State Legislature, you will be pretty
assured of coming back here to do another good job for the
people. Thank you.

ASSEMBLYMAN BEDELL: Assemblyman Apy?

ASSEMBLYMAN APY: Mr. Congressman, I want to ask you
a question that I have always wanted to ask a Congressman.
What effect do the memorializing resolutions that we pass
have when they get to Washington?

CONGRESSMAN SANDMAN: Well, truthfully, I can't speak
for all of the members. I get a great deal of stimulating
thought from a lot of the resolutions not only from the
Legislature, but from even some of the smallest towns.

So, in answer to your question, I pay a lot of attention to
them.

ASSEMBLYMAN APY: Good. Some I vote for and some I
don't and I often wonder if it is an exercise in complete
futility. That is why I wanted to get a reaction from
somebody that we direct them to.

The other thing goes to the content of your remarks.
I want to try to understand your position. Directing our
attention to education, you do not accept the principles
of the Botter decision, as I understand it, as is true of
many others. However, assuming that the time comes when
this decision is upheld, as I understand it, the responsibility
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would then be the State's to meet the educational cost which
right now totals slightly over $2 billion from information
we have.

Do I understand you feel, number one, that whatever
means is used should be a dedicated means? In other words,
whatever tax is used to meet the cost of education by the
State should be a dedicated tax?

CONGRESSMAN SANDMAN: If you are going to do it through K
this method-- and again I said I do not favor the implementation
of the big tax at this time because you are using figures
that will be four years old by the time this thing becomes
effective.

One other thing I didn't say here either: This does
not take into consideration the mass of legislation that
I feel the Federal government will enact in the next two
years, which will be effective before this will, affecting
revenue sharing, affecting pollution control and affecting . i
the take-over of welfare costs. These, I think, have to i
be known before you go into this. '

If the Botter decision stands, which I hope and pray
it does not, but if it does, then, of course, you are resolved
back to an over-all State assessment of taxation.

ASSEMBLYMAN APY: From some source.

CONGRESSMAN SANDMAN: -- for the whole bit. See,
this program here doesn't meet that test because this program
does not cover all of the cost of primary and secondary
education.

ASSEMBLYMAN APY: I understand. What I am trying to
do is to give us some guidance for the future, which is
what I understand your remarks to be, in trying to anticipate
what is one of the possibilities. As a matter of fact, it
is the existing law now.

CONGRESSMAN SANDMAN: Right.

ASSEMBLYMAN APY: At that point in time, if I happen

to be a member of the Legislature, as I understand it, I

am going to have to turn to some means to provide the funds.
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As I interpret your remarks, we shoculd do it that time as
some sort of a dedicated tax.

CONGRESSMAN SANDMAN: That's right. That should be
a trust fund that should go up and down according to the
needs of primary and secondary education.

ASSEMBLYMAN APY: We would probably anticipate, based
on past history, it would primarily go up.

That being the case, I understand you would in effect
wait until that point of time before saying that perhaps
finally we had to go to an income tax.

CONGRESSMAN SANDMAN: Well, if we went to an income
tax - let's assume you are going to do your financing by
virtue of an income tax - I first recommend very strongly that
soon there should be an amendment to the State Constitution
which will allow the dedication of a revenue which under
present law, as you know, we cannot do.

ASSEMBLYMAN APY: Right.

CONGRESSMAN SANDMAN: You could not by simple act
of the Legislature dedicate the income tax. So it would
seem to me that what should happen here is that this
Legislature should consider submitting a referendum to the
people to say in the event there is such a tax at any future
date, it will be used thus and so, as a dedicated revenue,
and it would be treated forever as a trust fund.

ASSEMBLYMAN APY: Right. Let me get another response
if I could based on your experience. Knowing as you do the
resources available for purposes of taxation, would you
favor using one of these resources exclusively for education
by way of a dedicated tax as opposed to using several of them?
Specifically, we are all aware of the fact that we could
use all real property taxes or all the sales tax or all
the income tax or all the corporate tax, whatever. But
in order to foot this $2 billion bill, that is now $2 billion,
if and when that time comes, do you feel that one tax and
one tax only should be used to foot the bill?

CONGRESSMAN SANDMAN: That's a hard question to answer.
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The only honest answer I can give you is, first of all, it
should be done at the time when we would have reason to come
close to what we need. You can't possibly do that using
figures four years old. You can't possibly do it without
having some idea of what other revenues are going to be
available to you from the Federal government, and I think
everybody is pretty much assured there will be other revenues.

ASSEMBLYMAN APY: You support revenue sharing yourself,
don't you?

CONGRESSMAN SANDMAN: I support revenue-source sharing,
which is far different than the President and Wilbur Mills.
But because of the kind of rule that they are coaxing
everybody to be for, my bill won't even get consideration.

Truthfully it is worth talking about for a moment. Under
the President's bill, New Jersey gets $153 million; under
Wilbur Mills' bill, we get the same amount. Under my bill
where the Federal government is deprived of the right to
just tax alcoholic beverages, we get $395 million from just
that. It stays in New Jersey. My bill doesn't cause a
$5 billion deficit; theirs does. There is a big difference
between what we stand for. And I am not going to vote for
this bill just because somebody is in a big rush trying to
get something that they think is for nothing. We have heard
too many candidates complain that New Jersey is dead last on
what we get back from Uncle Sam and I want to do something
about it.

ASSEMBLYMAN APY: One other thing I might point out
because I have had the opportunity to read the bills is that
I actually don't think that the proposed package - as a matter
of fact I know that the proposed package does not have in
it a Constitutional amendment as to the county and municipal
tax rate. The only Constitutional amendment is as to the
dollar limitation on State property tax. The $1.50 and the
$.50 for county is in a bill, but is not one of the three
Constitutional amendments. I just draw it to your attention.

CONGRESSMAN SANDMAN: I understand. I apologize for
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making that mistake.

ASSEMBLYMAN BEDELL: Assemblyman Vreeland?

ASSEMBLYMAN VREELAND: Thank you. Congressman, I just
have one question, and I want to say I certainly was
impressed with your talk. I think you brought out some
new ideas to this Committee. If the Botter decision is
upheld, as you have pointed out, and you are not in favor
of an income tax, how then would you implement the_decision
without a State property tax?

CONGRESSMAN SANDMAN: I said, Assemblyman, if the
Botter decision is upheld - and I hope it is not upheld -
because if it is upheld the other parts of this measure
are going to fall with it and then we are going to be back
to where we started, all over again. If the Botter decision
is .going to be met under the circumstances that the judge
describes, you would have to enact an over-all levy at the
State level. This I think is his direction. I don't agree
with his being right at all because if you do that and if
you agree with other provisions that have been discussed
in this measure where a community is not going to be bound to
the State average on the cost per pupil - they can by referendum
increase that by 15 per cent, you see - now that in itself
puts us right in conflict with the Botter decision all over
again. Now I want everybody to get the same kind of equal
education and I am sure everybody doces. But if a municipality
wants to spend more money for education and the taxpayers
in that municipality agree to do it, I think they have a
constitutional right to do just that. This is why I think
the Botter decision is wrong.

ASSEMBLYMAN VREELAND: I think that is true. But I
think the package does allow for what you have just said,
for any municipality to spend more than the State average.
And I think the Tax Policy Committee agreed too that that
part of the proposal as to its legality or constitutionality
is not definite. I think that is true.

CONGRESSMAN SANDMAN: That's right.

ASSEMBLYMAN VREELAND: Thank you.
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ASSEMBLYMAN BEDELL: Assemblyman Gorman?

ASSEMBLYMAN GORMAN: Congressman, in trying to sum this
up in my own mind I find somewhat of agreement between you
and the Governor and some disagreement. The agreement comes
in the Governor's address to this Legislature. He initially
started off with the statement, the same as you did, that
we don't need an income tax. In the Madison Avenue type of
thing and the television programs since then, the Governor
normally starts with this thought, "We do not need an income
tax." Of course, then the Governor goes on to qualify it,
that we do not need it if we want to continue the burden on
the local property taxpayer. This is where I seem to see
the disagreement. You feel if we did have an income tax,
the local property taxpayer would not be relieved of the
burden. Am I correct?

CONGRESSMAN SANDMAN: He would get some immediate
relief, don't get me wrong. Of course, the six largest
cities would share well in the program. I mean, if you are
aiming your desires at making them happy. you are going to
make them happy with this proposal. Maybe that is what is
behind all of this, I don't know.

What happens here in this proposal is a levelling off.
The municipalities that apparently are in pretty good shape
are not going to do anywhere near as well as those that
are not. There is a levelling off here.

I believe that over a period of time which is not in
the distant future, the tax advantage, if there is any, on
the average state taxpayer will dissipate after about the second
year. This is the fear I have.

ASSEMBLYMAN GORMAN: Thank you.

ASSEMBLYMAN BEDELL: Assemblyman Perskie?

ASSEMBLYMAN PERSKIE: Congressman, I have two questions.
One has to do with revenue sharing. Are the bills that are
sponsored or being suggested by the President or the Chairman
of the Committee for revenue sharing tied into the type of

revenues generated by the states?
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CONGRESSMAN SANDMAN: I have great affection for
Congressman Mills. Let's talk about his bill. But first
I will say with regard to the President's bill, it is one
of the few areas where I have had sharp disagreement with
the President in the six years that I have been there and I
have discussed this with his people.

The first Mills bill was directly tied into whether
or not you have a State income tax. I always felt this
was the wrong way to give a place aid by first analyzing how
hard they soaked their taxpayers. Under either proposal,
Mills' or the President's proposal, New York per capita
gets many times more than we do only because they not only
have an income tax but because they have exhausted so many
other fields of taxation that we have not. This I think is
wrong, fundamentally erng,

The first Mills bill that he put in-- in fact he
put it in a few days after I had testified before the Ways
and Means Committee on revenue-source sharing, which up to
that time the Chairman felt was a sound way to do this. .
Everybody I talk to says this is the sound way to do it.
But I truthfully don't have enough votes for source sharing.
My program gives 44 states more money; six states get
less. The President can't be for any bill that is going to
give a lot of states less money. For that reason, I can
understand the President's position. And since Wilbur has
become a candidate for President, I can understand his
position too. They lose their better judgment when they
get these high ideas sometimes.

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

a state that didn't have an income tax. And it happened
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exactly the day that he addressed the New Hampshire Legislature
that doesn't have a state income tax. When he got bombed

by almost the entire Legislature, he then announced a change

in his bill, which is the bill that is going out of committee.
In the Mills bill, the two-year provision is changed to five
years. In other words, there is no change in what a state

will get until after the fifth year, provided it has not
adopted an income tax.

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

ASSEMBLYMAN PERSKIE: The other question I have is
with respect to the Botter decision. We have been talking about
whether or not it is upheld on appeal. You do concede, don't
you, for the moment and until something happens that hasn't
happened yet, it is the law of the State?

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

I don't agree with the concept of the thing at all.

ASSEMBLYMAN PERSKIE: I understand that.

CONGRESSMAN SANDMAN: We have a right to disagree.

ASSEMBLYMAN PERSKIE: I'm not even sure in my own
mind whether I do either. And I certainly agree with one
aspect of what you said, which is that these bills don't
meet that decision, assuming you agree with it. I operate
from the theory that we have to assume until it is shown
to the contrary that that is the law of the State. Given
that assumption and given the dollar figures that Mr. Apy has
mentioned, isn't it indicated that we have to do something
soon?

CONGRESSMAN SANDMAN: Well, I think if you are going to do
it and you are going to do.it in a fashion that is going
to help the homeowner, it would seem to me that you have
to dedicate the big revenue.
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ASSEMBLYMAN PERSKIE: I am not trying to say that
this is what we have to do. I am not at all certain of
that for many reasons, some of which you said. What I am
getting around to is - do you feel, considering the effect
of the decision, that this Legislature is in a position
wherein - I don't know whether June 15th is what I am
referring to - let's say this year, we have to address
ourselves to the question of raising that $2 billion on the
State level?

CONGRESSMAN SANDMAN: As I understand the Botter decision,
he gives you until 1974.

ASSEMBLYMAN BEDELL: January lst, 1973, to adopt
a plan.

CONGRESSMAN SANDMAN: That can be done. You don't
need a constitutional amendment to adopt what he wants you
to do, and in the interim you can do it on a statewide assess-
ment basis, which I hope doesn't happen.

ASSEMBLYMAN PERSKIE: Let me ask just one more question.
Again working on the assumption that we have to come up
with something and apart from the package that the Governor
has proposed, would you, after having considered the State's
financial picture for 17 years, be more inclined toward the
imposition of a statewide income tax with the dedication
feature that you have mentioned or,in the alternative, a
statewide property tax again with a dedication feature?

CONGRESSMAN SANDMAN: Well, the statewide property
tax in my opinion would have to be dedicated and that would
require constitutional amendment.

If the Botter decision stands, of course, it has to
give you some time to act if it does stand. The higher court
would see to that I am sure. It would have to give you
sufficient time to allow a referendum, I think, and at that
time it would be the choice of the people whether they wanted
that as a dedicated revenue or the income tax.

ASSEMBLYMAN PERSKIE: What would your position on that

be?
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CONGRESSMAN SANDMAN: Well, it is giving you a position
on something I don't want to happen. Of course, under that
position, I would suggest the statewide property tax.

Because if you are going to use the big revenue at a future
date to alleviate the homeowner, knowing that you can't

do that as quickly as you can the State property tax, I
would want the income tax at some future date when that

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

ASSEMBLYMAN PERSKIE: But for the time being I gather -
and I don't want to misquote you or misinterpret you - but
for the time being you would prefer if we had to do something,
to do it by means of a State property tax?

CONGRESSMAN SANDMAN: In a practical sense, it would
seem to me you would have to go to the property tax first.
But in preference to one or the other, if you could do the
other first, then, of course, the income tax should be the
dedicated trust fund for education.

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

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

ASSEMBLYMAN PERSKIE: Such an income tax, even with the
dedication feature, considering the $2 billion figure we
have heard today., would probably have to be represented by
a rate schedule at least double what has been proposed in
this bill - I am told something 3 1/2 to 4 times. Would

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

CONGRESSMAN SANDMAN: Truthfully, I can't give an
intelligent answer for that - I don't think anybody can -
because I don't know what the cost is going to be. I would
be working on hypothetical figures, which this program
is working on. It is working on figures four years old
that no one can know about, and this, I think, is wrong.

ASSEMBLYMAN PERSKIE: Thank you very much.

ASSEMBLYMAN BEDELL: Senator Schluter?

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

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

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

Congressman, three of the members of the Committee
have asked you about your position with respect to the
Botter decision and I just want to see as a result of
Assemblyman Perskie's questioning if I understand this.

Do I understand correctly - and this is hypothetiéal and

it is based on your experience in the Legislature and your
knowledge of State affairs - if the Botter decision is upheld
and you had to raise money for financing schools in a
different manner than it is raised now, you would prefer a
statewide property tax?

CONGRESSMAN SANDMAN: If you could enact one as
quickly as the other, I think the more equitable tax
would be an income tax for that purpose, if it is specifically
nailed down and treated as a trust fund by constitutional
amendment. I don't believe you can enact that that quickly.
The statewide property tax you could. So in the interim
to meet the qualifications of the Botter decision, only for

that purpose, it would appear to me that you would have to
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go to the statewide property tax.

SENATOR SCHLUTER: That is clear in my mind. Secondarily,
though, you did say that in your judgment an income tax is
a fairer type of levy although there are problems ---

CONGRESSMAN SANDMAN: If it is a dedicated revenue
and trust fund.

SENATOR SCHLUTER: Fair enough. Congressman, you
referred to the 1962 three~quarters of a billion bond issue
and I think it is very appropriate because that particular
issue brought in all the elements of certain methods of
financing - public referendum and general political support.
Congressman, in 1968, we had a bond issue which was the
result of the Governor's Commission to study the capital
needs or some such commission. The extent of that bond
issue was $990 million. What was your position on that bond
issue?

CONGRESSMAN SANDMAN: I was against it because it
circumvented the direction of the people on what was going
to happen to the money. The money is still not under contract
or good bits of it. I favored it being split down into
several bond issues for specific amounts and smaller amounts,
each time going back to the people when you want more.

This thing was a billion dollars. Of course, the people

have absolutely nothing to say with what has happened to

it ever since. This is the reason I opposed it, not because

I oppose bond issues. In the ten years that I was here, I was
the sponsor of every successful bond issue that did pass.

SENATOR SCHLUTER: Congressman, as you know, that bond
issue did pass and I think it is fair to characterize it by
saying it passed overwhelmingly. Do you feel that it has
been a failure? Incidentally, there were three specific
questions making up the $990 million, as you know. But in
view of the Legislative watch-dog committee which has
processed the allocations for the various institutions and
highway programs, etc., do you feel that this bond issue

has been a failure or has been unresponsive?
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CONGRESSMAN SANDMAN: I think that that bond issue
has met with about the same success as a good many other
bond issues. The money has been available for a long,
long time and the production for which it was appropriated
leaves a lot to be desired. When I landed in my plane at
Mercer Airport, I noticed that your good road here stops at
Scudder's Falls. We had money to complete that road back
in 1963 when I was in the Senate. So I don't think that
this is good production and it is not caused by lack of
money.

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

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

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

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

CONGRESSMAN SANDMAN: First of all, the income tax
is hidden in there. It is hidden in the guise that it is
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supposed to be tax reform. I said at the outset, if I thought
it was going to be tax reform, I

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

this Legislature in this fashion, I think is grossly unfair.
I think to push it upon the pecple in this fashion with

the affirmative statement thet this is reform, I think is

a fraud upcn the public.

SENATOR SCHLUTER: By way of retcrt, Ccngressman,
fraud in my judgment means intention to deceive. You indicated
that the income tax was hidden and I see nowhere that it
is hidden or concealed from the public.

CONGRESSMAN SANDMAN: It is hidden in the guise that
it is going to help their taxes. It is hidden in the
guise that it is tax reform. You read in the newspapers that
the polls favor the income tax. I don't know where they
took that poll. It depends on the guestion asked. "Wculd
you go along with the tax if this represents reform?" You
see, it has a supposition that it does represent reform.

I say it does not. It's that simple.

If you contrxol all levels of taxation, why don't
you control the one bhig one, the income tax? This package
doesn't do that. '

SENATOR SCHLUTER: But%t, Congressman, when you characterize
something as fraud, isn't it the implication that the persons
perpetrating this so-called fraud, which would include the
present Governor and two previous Governors, are intentionally
trying to distort the facts, which I don't think they
are trying to dc?

CONGRESSMAN SANDMAN: I think the facts are mis-
represented. Maybe the word "fraud" is a strong word. I
would rather say they are unintentionally doing this to the
people without knowing any better. Now I am not at all
impressed with the fact that two former Governors are for
this program. Because I saw each of their programs go down
the drain and I talked about that today. The Meyner proposal

was defeated by more than a half a million. The Hughes
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proposal that had everything going for it, except the
people, was defeated. This we don't have a chance to
defeat because it never gets to the people. This is done
by arm-twisting of the Legislature. This, I say, is wrong.

SENATOR SCHLUTER: Mr. Congressman, one last question.
I do want to point out I was referring to Governor Driscoll
not Governor Meyner, who was a member of the Commission.

And I will accept your explanation then that you are not
characterizing this as a fraud but perhaps a naivete.

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

SENATOR SCHLUTER: Since you raised the question again,
are you saying that this misrepresentation is intentional?

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

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

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

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

I would merely like to say to you, Congressman, that
I am sorry I missed your initial presentation. But I am
on your mailing list and I have been keeping abreast of
your camments, proposals and constructive criticism. I
can only say that I am rather disappointed that the admin-
istration hasn't really paid more attention to what you
have been saying these past several months. Hopefully,
this Committee will take into consideration some of the
things that you have said. I don't agree with all of them,
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but I think there is merit

should moxre or less have

2l

tax reform.
CONGRESSMAN SANDMAN:
ASSEMBLYMAN BEDEII:

in the thcught taa

the people

T
bigger woice in tnhis so-called

Thank you very much.

Thank you again,

Congressman.

May I say to the people waiting to speak that we

did permit the Congressman more time than usual. We beg

your indulgence. But we have heard repeatedly from proponents

and we are well aware cf theilr position.

The Congressman 1is

one of the most outspoken critics of the program and we

thought it necessary to have him enlarge upon his areas of

criticism. Thank vyou. Congressman.

The Committee would like to call on Mayor John Wallace,

Princeton Township.

JOHN WALLACE:

be very brief and nct at all sophisticated.

I have nc prepared statement.

Mr. Chairman, my remarks will

I do expect the Princeton

Township Committee to pass a resclution on this matter

before you and it will be forwarded to you during the

period of your formal hearings.

As you know, Princetcn Township 1s one of those

municipalities whose citizens,

to lose and liittle to gain through passage of the Governor's

tax policy. Even if you

that statement we believe 1s somewhat misleading.

according to many, have much

stick to the published figures alcne,
A number

of groups in cur community will get net tax relief; that

is after taking Intc account Federal income tax offsets.

These, ©f course, irclude a rumber of very

of cur comnunity, such zas

the elderly. the

important segments
retired, the

young, a great number cf lower-income and middle-income

homeowners, commuters, and

after giving effect to Federal

income tax credit, many others.

This is muzh mcre than just a dollars and cents

situation. It is high time, we feel, that the citizens

in the suburbs rscogriize cur responsibilities to the State
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as a whole, and that the problems of the cities are ours
also, that we have obligations to do all we can to
alleviate the difficulties of those cities, and that a
strong Trenton means a strong Mercer County and hence an
improved environment for alil of us.

Unfortunately we can't stop the world. These major
problems have to be dealt with. I believe it is time for
a lot of us small-town, suburb officeholders to stand up and
be counted. The tax program is right socially, economically
and morally, and I am appearing to endorse the principles,
objectives and major recommendations of the Governor's tax
policy program.

In closing, I might point out that the owner of an
$80,000 house in Princeton Township who has $40,000 of income,
would have a net tax increase under the proposal of less
than 1 per cent. To my mind, to improve the over-all lot
of this State and, in fact, improve the lot of the Princeton
homeowners, this is very, very modest payment. As you get
down to somebody who is in a $40,000 house with $20,000 of
income, you are talking about a net tax increase of less
than 1 per cent. As you go down the line, you have a lot
of people that will come out ahead.

ASSEMBLYMAN BEDELL: Thank you very much, Mayor
Wallace. Any questions of the Mayor? (No response.) Thank
you, Mayor.

I would like to call Mrs. Letitia Ufford. (Not present.)

Mr. Robert Forrey (Not present.)

Mr. William Glading.

MR. GLADING: I came with a team, Mr. Assemblyman.

ASSEMBLYMAN BEDELL: The more the merrier. You

may proceed.

WILLIAM GLADTING: Mr. Chairman and members

of the Committee, my name is William J. Glading. I am an
attorney from Red Bank, New Jersey. I am here as Chairman

of the Taxation Section of the New Jersey State Bar Association.

I would like to introduce to you other officers of the
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Taxation Section, who will testify concerning some of
the specific proposals pending before your Committee.
To my immediate right is Leonard CGoldberg, an attorney from
Newark, New Jersey, who is the Chairman-Elect of the
Taxation Section. To his right is Laurence Reich, who is
a Vice Chairman of the Taxation Section and also practices
in Newark, New Jersey:; to his right is Saul Wolfe, who is
the Chairman of the Committee on Property Taxation of the
Section of Taxation of the State Bar, and Saul also
practices in Newark.

The positions that we present to you with respect to
the tax reform program in general have been endorsed by
the trustees of the New Jersey State Bar Association and
are incorporated in a report prepared by the Section.
With your permission, I would like to offer a copy of this
report for inclusion in the minutes of your Committee hearings,
although each of the legislators have previously received
a copy. I would like to incorporate this in the minutes
of your meeting with your permission.

ASSEMBLYMAN BEDELL: So granted, sir.

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

As you know all too well, there has been a minimum
of time available for a critical review of these many bills.
Members of our Taxation Section have been able to make a
preliminary analysis of some of the more significant proposals
and we will comment on those this morning.

We would also respectfully request an opportunity
to submit a written supplement to our oral remarks. However,
we must report to you that our examination of the income
tax bill, Assembly 1250, in particular, is incomplete. And
since we feel that this is a key proposal, we request that
additional time be allowed to review and present comments

on the income tax bill.
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In our preliminary analysis, we have discovered
several technical deficiencies and we suspect that there
are many others. Mr. Goldberg will point out to you some
of the technical deficiencies.

As indicated in our conclusicns with respect to
the New Jersey Tax Policy Committee Report, the Bar Association
recommended that the piggykack approach be given further
consideration by the Legislature from the standpoint of
simplicity and efficiency in the imposition of the tax,
in the collection of revenue, and the administration of an
income tax system.

In the light cf our preliminary review of the income
tax bill, we feel even more strongly that further consideration
of the piggyback approach is justified. 1In any event, we
have concluded as of this moment that the income tax bill, 1250,
should not be passed by the Legislature without further time
for a complete analysis and report.

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

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

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

ASSEMBLYMAN APY: Mr. Glading, before Mr. Goldberg
comments, let me just ask this question both of you and of
the Committee: You have indicated that you would like to
have time for further study, which we very much appreciate

and would like to have. Can you or Mr. Goldberg give us
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an indication timewise? Deadlines are the best way to get
things done. Can we know when we can anticipate having a
reply?

MR. GLADING: We think that we would need at least
30 days. In the week that we have had since we received
a copy of 1250, we have had committees studying it and
the technical deficiencies and defects that we have encountered
seem to us to necessitate an almost line-by-line comparison
with the Internal Revenue Code on which this is presumably
based. Now those sorts of problems evaporate and disappear
completely if you gentlemen would consider a piggyback
approach. We need a minimum of 30 days if we are to
consider this bill and then comment on it intelligently.

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

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

ASSEMBLYMAN APY: If that were possible, do you think
it might help you out in terms of moving along?

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

ASSEMBLYMAN APY: My question to the members of the
Committee is this - whether or not, in light of our schedule
and everything here today, we ought to proceed with this as
far as they have gotten or wait until they put the whole
package together. I am just thinking about this specific
income tax bill. Do you want to go ahead and get the
reaction so far?

ASSEMBLYMAN PERSKIE: I would like to hear some of
the deficiencies.

ASSEMBLYMAN APY: You want to get their reaction
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so far. O.K.. fine. I just wanted to find out what the
Committee wanted to co.

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

Mr. Goldberg -

LEONARD GCLDBERG: Refore addressing myself
to the technical deficiencies, I just want to amplify
briefly what Mr. Glading mentioned with regard to our
now endorsement of the piggyback alternative. I am sure that
most of you gentlemen are aware of the general outlines
and probably a good deal of the details of the so-called
Mills Bill which was reported this past April by the House
Ways and Means Committee. At the time that we prepared the
report, which Mr. Glading previously referred to, we did
not have the benefit of that bill before us and had sug-
gested further study.

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

not pass Congress, we would be in favor of a piggybkack
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alternative because of the reduced administrative cost
to the State of New Jersey and the reduced burden upon the
individual taxpayers in the State.

The only argument which we have heard advanced to
us against the utilization of a piggybkack alternative or
a Mills Bill approach is the concept of the sovereignty
of the State of New Jersey and that we want to have our own
modifications. While we are sympathetic to some of the
modifications which have been suggested. we believe on a
balancing of the interest that the administrative ease and
cost-saving to the State of New Jersey and to the taxpayers
thereof outweigh the few modifications which have been
suggested which could not be accommodated in a piggyback
approach.

Specifically, we would endorse the use of a piggyback
approach as a percentage of the Federal tax, since this
would build in the graduated tax structure of the Federal
system as well as to build in a separate rate schedule for
different types of taxpayers - married, head of household,
single individuals - which we had in our previous report
which has been submitted in evidence to you this morning.
8o we endorse the use:rof separate rate schedules in
recognition of the family unit as being the basic tax-
paying entity. '

We further go on to suggest, whether or not you
immediately enact a piggyback alternative, there should be
a constitutional amendment of the Constitution of the State
of New Jersey to make it clear that the New Jersey Legislature
can incorporate by reference and adopt a piggyback approach.
So even if we do not now have a piggyback approach, if the
Mills Bill does pass and we later want to have a piggyback
approach, we can avoid some of the constitutional questions
which have been discussed in connection with the entire
tax package with regard to incorporating the Federal law
by reference.

If it is now adopted, it would probably be necessary
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to have a backup title in much the same fashion as
Chapter 9 of Assembly Bill 1250 is an alternative backup
proposal to Chapter 2 of that bill in the event of its
invalidity.

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

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

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

Another type of item which the bill is deficient in
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and a specific example of one of the deficiencies is a lack
of correlation between this bill and other provisions of
other taxing statutes in New Jersey. The base, as we stated
before, for computing New Jersey taxable income is

adjusted gross income for Federal income tax purposes.

Under Federal law, this would include all of the stockholders’
share of the earnings of what is referred to as a Sub-Chapter
S corporation; that is, a corporation which does not elect

to be taxed as a corporation but the individual stockholders
pick up as part of their income a share of the corporation's
income.

Under present law in New Jersey. a Sub-Chapter S
corporation is subject to the corporate franchise tax. No
amendment has been proposed to that act. The result would
be, if no further amendments are made and 1250 is passed,
there would be a double taxation on the earnings, once at the
corporate level and once on the stockhclder level, not
in the same way as dividends but even if undistributed in
the corporation. We believe that this is an unintended
result that would be clarified if attention was called to it.
It is inconsistent with the Federal system.

Senior citizen's tax credit, the amount of the credit
in Assembly Bill 1250 is defined by reference to '"gross
income." Yet I, at least, in the time we have had available
have not been able to find anywhere in the statute a
definition of "gross income." The entire concept that
we have is a concept of adjusted gross income. If they
really mean gross income in the usual sense of the word,
we believe that it would operate in an inequitable fashion.
Let us take the example of the person who operates a corner
candy store with $10,000 of gross sales or gross income
and has $8,000 of expenses or the senior citizen who has
a little business on the side and has $2,000 net income.

Is he entitled to or not entitled to the senior citizen's
tax credit? A look to the definition of "senior citizen"

doesn't help, because there they shift around and refer
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just to income without specifying whether they are talking
about gross, adjusted gross or net income. This is a
definitional problem, but it is i1llustrative of a number
of definitional problems that we have found within the
bill,

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

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

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

If you have no questions., I would like to introduce ---

ASSEMBLYMAN PERSKIE: I have a couple of questions.

It all actually comes under the same general heading.

I was originally going to ask you about the piggyback
approach, but your three examples sort of fit in. You

have indicated three examples and apart from the purely
definitional one, the senior citizens, let's go to the

other two for the moment. You have indicated in one

instance there is a double taxation - I guess in both
instances there is a double taxation - and that, therefore,
because it is inconsistent with the Federal, it is irrational.

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

policy on a nationwide basis. If we adopted a piggyback
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approach, wouldn't we be adopting all those same decisions
without necessarily considering whether as a matter of
policy they would be bereficial to the citizens of New
Jersey?

MR. GOLDBERG: Yes, we would. The Tax Policy Committee
and really the underlying theory of Assembly Bill 1250,
as well as the thinking of most people who have considered
state income taxation statutes, recognize that we cannot
start to construct our own New Jersey Internal Revenue
Code. We must start with a basis of the Federal, otherwise
we are going to have a proliferation of laws, forms,
interpretations and administrative bodies which would
be unnecessary and duplicative. So in any event, we start
with having a few modifications of the Federal. It is our
view that even though some of those modifications may be
worthwhile, in balancing the interest of having some
modifications which may be worthwhile against the over-
whelming savings to be projected, both in terms of time
and effort of the citizens of the State and cost in
bureaucracy of the State government, we would come out
strongly in favor of giving up the modifications.

ASSEMBLYMAN PERSKIE: But, Mr. Goldberg, isn't it
correct that the Sears Report made that decision and
basically you are making that decision from the perspective
of the ease of administration and the cost of administration
of a State income tax? And I agree, the closer we come
to the Federal, the easier it is to administer. But isn't
it a fact that that decision is based on the administrative
aspect rather than any particular questions of tax policy?

MR. GOLDBERG: That is correct.

ASSEMBLYMAN PERSKIE: So, for example, when you point
out that we would impose a corporate tax on a Sub S
corporation which merely would put us, if we did it, into
what I would call the regular method of double taxation of
corporations, that becomes not an administrative question but

one of tax policy, doesn't it?
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MR. GOLDBERG: I don't believe so. We are not
concerned abocut the aspect of double taxation where a
corporation, a Sub S or regular corporation, declares a
dividend so that the individual taxpaver actually
receives money. The wav the Federal law operates is that
if you so elect, notwithstanding the fact that the corporation
may not give 1its stockholders any dividends and may not
have any money, and keeps it undistributed, they can elect
to have that taxed to them and the corporation will not
pay tax. I am not even addressing myself as to whether you
cure this - I have definite ideas on that -~ by saying that
we allow or do not allow a sub-Chapter S election in New
Jersey. But there is no logic to taxing an individual on
income which he does not have and is merely a buildup of
his equity in a corporation. That is not the traditional
form of double taxation. When it is a dividend to him,
it will be taxed to him. Or, if you allow a Sub S election,
he elects to be taxed on the income when it is earned by the
corporation.

ASSEMBLYMAN PERSKIE: Thank you.

MR. GOLDBERG: If there are no further questions,

I would like to introduce Laurence Reich who will address

himself to the sales and use tax bills which are before you.

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

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

The Assembly Bill has generally followed the
recommendations in most important respects of the Tax
Policy Committee, of which we were critical with regard

primarily to the tax on all services generally. The reasons
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Aare stated in our report. Primarily the reasons may be
surmmarized as follows:

FPirst. the taxation of 2ll services.as distinguished
frem sales of perscnal property and as Adistinguished from
services coanastad with tangible personal property which
are prasently subject to tax in a rnumber of areas, poses
very serious, we think insclvable, jurisdictzonal
piroblems. Thesa are not mere technicalities - the guestion
whather a service is pexformed within the State of New Jersey
so 3s to be subjact to tax in New Jerxsey. In the case of
sales of tangible property, there is little prcocblem. 1In
the casa of services whelly unconnected with any tangible
property, thewe are great prcblems, great difficultv.

The bill dees not solve this flaw in the Tax Policy
Committee Report. Tt, in fact. in some instances
compounds it. For example, in speaking of sale for resale.
1t dis rather difficult to cenceive 2f when a sale of a sexvice
can be demrmed a sale for resale.

The use tax, for much the same reascn. 1is ineffective.
To pick up those services which will be rendered to Naw
Jersey residents by out-of-state practitioners, the result
will be obvious. Tt will shift the performance of services
in many instances from New Jersey practitioners and New Jerssy
service industry to out-of-state practiticners. out-of-state
service industries.

We question the unlimited coverage of all services
generally with a few specified exceptions. I submit that
this framework of the bill will result in practice in
subjecting of services to a sales tax in many areas in
which this is not intended or contemplated or believed to
exist. T contend to you the fact that the service sales
tax would be aguallv applicable to kanking. brokerage. and
insurance activities in many areas as it is to the practice
n% law. the practice of accounting and the practices of
Aarchitecture and enginzering. which are clearly understandably

comprised within this area.
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The exceptions, moreover. are without rationale
and consistency for the most part. Putting to one side
the obvious exception for medical and dental services and
exception for barber shop and beauty services, why an
exemption for shoe repairs? Why for employment agencies?
Why, moreover, for advertising, something which I don't
believe was in the Tax Policy Committee Report but is
included within Assembly Bill 12517

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

Now it is somewhat paradoxical for a state in the
geographical and business position of New Jersey to be
the first to attempt such a move. Situated as we are
between New York on one side and Philadelphia on the other,
the result is going necessarily to be a shifting, as I
indicated previously, of business to service industries of
those two metropolitan areas.

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

We further suggest that this may well have a counter
productive result in terms of revenue production which will

reduce the anticipated revenue from the sales tax and indeed
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reduce the income tax revenue because you will be reducing
the inceome of service industries in New Jersey.

In our report we have suggested, although we do not
favor it, 1f the revenue necds are deemed sufficiently
critical to warrant some extension of the sales tax base
to include services, that many of the problems which
relate to non-prcperty-connected services would not affect
property-connacted services: for example, laundry and
dry <leaning; for example, the construction business. It
is rather difficult to construct a building in New Jersey
in New York. quite impossible cbvicusly. This would by
the estimate of the Tax Policy Committee - these two industries
would produce $104.7 million out of the *total $154 million
which the Tax Policy Committee estimates for all services
and that is quite a significant sum. We say again we do
not favor this. but it is an alternative which might be
considered by this Committee.

If there are no questions in this area. I would like
to present Saul Wolfe of Newark who will speak in regard

to real property tax.

S AUL A. WOLTF E: Good morning, gentlemen.

I would like to apologize for not having a prepared text
to spread upon the record. but I received the invitation
to participate in this presentation yesterday as I was
congratulating my wife in the hospital on the arrival of
our first child, so I hope you will bear with me as I

ad Jlib these remarks.,

At the outset, there are two particular bills which
one might characterize as sleepers in the over-all package.
The first, which has received a great deal of attention in
the report of our committee, 1s 1288, the bill that provides
for regional assessing districts. Our committee recognized
the concern expressed by the State Tax Policy Committee
and supports the objectives, that all assessors be full-time
assessors; supports the elimination of Boards of Assessors

and elected assessors, and the creation of taxing districts
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sufficient in size tc justify the employment of full-time
assessors. However, our committee opposes the appointment
of assessors by the Director of Taxation as recommended

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

We did feel that in order to implement these recom-
mendations, it would be necessary to provide that a time
limit be established within which all municipalities in
New Jersey would accomplish the employment of full-time
assessors, either individually or collectively under the
Joint Assessing statute, and that upon failure to do that
within that reasonable time, then the Director could create
joint or single assessing districts as he saw fit and have
the opportunity to create the full-time assessors that
we recognize is required.

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

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

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

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

As you can see by an examination of that bill, while
it does increase the tax rate, it also very much changes the
definition of business personal property and includes as
business personal property that which had previously been
deleted by virtue of being attached to the freehold in such

manner that it could not be removed without substantial

damage. 55



The impact of this may be to result in double taxation
of such wachinery and equipment since under our real property
tax law those items are presently taxed as real property
or it may be the intent of the author that with this
sleeper, the municipal tax base would again be shrunk by
taking away from the municipalities that machinery and
equipment which is presently taxed and adding it to the State
tax base.

In any event, this was not recommended - this legislation
was not recommended by the Sears Report. The Sears Report
took a different view. It suggested that regulations be
~nacted by the Directcocr. Our committee. dealing with the
Sears Report and not with this bill, opposed that recommendaticn.
We f=1lt that the law of New Jersey has evolved and is
centinuing to evolve upon a decisional basis. It 1s almost
impossible to define either by regulation or legislation
every category of machinery or equipment that ought to be
included as real property or excluded and taxable as personal
property, as has been attempted here.

With regard to 12€1, the mobile homes bill, we support
that bill in concept. However, we think it is drafted in
such fashion as to raise horrendous problems of administration
and we think it needs to be revised substantially, although
we do support the concept.

We are concerned about the pipeline taxation bill.

That is 1262. This seems to establish a standard of value
other than that required by our New Jersey Constitution and
we are very much concerned about it and recommend that no
action be taken on this bill, but that the matter be
restudied and that apprropriate legislation be submitted in
this area.

With regard to 1273 cn county tax boards and appeal
procedures. we feel there is a necessary change that should
be made in the statute in line 5, And it talks about a
taxing district which feels "discriminated against." That

language has been used heretofore to limit the right of a
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municipality to correct an erroneous assessment on
appeal. The feeling of our Section and our committee
was that this should be changed to "feels aggrieved" so
that a municipality could bring the problem before the
County Tax Board or before the Tax Board, as appropriate.
We also note that that bill deals with petitions being
signed by petitioners or agents and we felt that attorneys
should properly be included.
With regard to 1264, the county tax board qualifications
bill, this is not in our report. It was not submitted to
the trustees of the State Bar Association. We had not
seen that bill. But it is the view of our Real Property
Tax Committee and Division of Tax Appeals Committee that
that should contain some objective criteria rather than
the broad language that is in the proposed bill. It is
the suggestion of those committees that the bill be amended
to require a requirement that within one year after appoint-
ment to a county tax board, the member so appointed be
required to pass the written examination presently required
for appointment or election as a certified tax assessor.
We are not interested in imposing the educational or other
prerequisites. It matters not how that member attains the
necessary information to pass the examination; we merely
would want him to be able to demonstrate by this objective
criterion knowledge in the area of appraisal and of assessment.
With regard to Bill 1265, which deals with county board
procedures, we feel that there is an erroneous deletion
from that bill. The bill in the amendment deletes the
requirement that the county boards'"keep a full record of
their proceedings." We think it is imperative that the
county boards keep a full record of their proceedings and
urge that that portion of the amendment be restored.
1266 is a very complex bill which deals with ratios
and discrimination. Our Section and the State Bar Association
have endorsed this concept in principle, but find the bill

in its present form rather confusing and would recommend
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that no action be taken at this time until there could be
further clarification on that bill.

With regard to farmland assessments, we urge the
adoption of increased rollback requirements as originally
recommended by the Sears Repcrt. We also recommend consider-
ation <f further action in order tc implement the ultimate
okbjective of preserwvation of open spaces.

With regard to 1274, which deals with the taxation
of county property. and 1298, which deals with the taxation
of certain State property, we feel there is a glaring
omission, although we suppcort those bills; that is, there
is no right of appeal. The bills specifically preclude any
appeal. We feel that both the municipality and the ccunty
or the State, as the case may be, should have the right to
appeal to the Tax Court from a determination, just as any
other taxpayer or any other municipality in any other tax
appeal. We feel this is a glaring error in those two bills.

We note that there is no bill in the tax package
presently pending before you, although there is one in the
Senate, to create the Tax Court. Many of these bills deal
with a Tax Court and we would urge that you at the time
when you deal with this subject also deal with the Tax Court,
which we applaud and we feel would be a great step forward
in the over-all property and inheritance picture in New Jersey.
We endorse the bill that gives the court jurisdiction over
transfer inheritance tax problems.

ASSEMBLYMAN APY: Let me intexrrupt you for just a
second and note something you have no way of knowing. Actually
the bill doing that will be introduced on the 15th. It
has been given a number within this series. It is golng to
ke No. 1289. along the lines of S 502, with certain other
modifications.

MR. WOLFE: Thank you,

ASSEMBLYMAN APY: The Committee noted that omission too.
That's why it is going in;

ASSEMBLYMAN PERSKIE: A few things, we note.

ASSEMBLYMAN APY:-~*his ccmmittee as distinguished from

58




>

the Sears Committee.

MR. WOLFE: We were guite divided on the issue of

1260, which deals with the apportionment of public utility

revenues. Heretofore, in New Jersey, if you had a smelly

old generating plant in your municipality, you collected

a revenue from that. Under the proposal - it's hard to

tell from the capticn of the bill - but there is the proposal
in there, 1260, and the effect of that would be to redistribute
around the ccunty the revenues that the municipality receives
from such utilities.

Our committee was divided on this bill. We call it
to your attention for your ccnsideration, but it is important
to at least know what that bill is accomplishing since it
is hard to tell from the caption.

Our committee felt that Bill 1300, that's site-value
taxation, was one abcut which we had grave reservations.
Substantial doubt exists among our committee as to the
possibility of any beneficial effects to be obtained by
this unorthdox method of assessment. And we recommend
that there be no enabling legislation until such time as
there is further study of experiments that are presently
being conducted on the subject of site-value taxation.

We support the property tax limitation concept as
set forth in the bills pending before ycu and we support
the concept of the direct appeal to the Tax Court in
matters where the value exceeds $100,000.

I believe that this in general covers the basic
principles that we wish to bring to your attention here
today. I would say to the extent that we may be of any
service to your committee or to the Legislature in general
with regard to any technical changes in these bills, we will
be happy to assist. We are not condemning the authors of
these bills. We think that they have done a good job in
the limited time they had available, but we felt, with the
expertise of our committee, perhaps we could render some
assistance to improve these bills.

I know I have taken ten minutes. I would like to
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impose on the committee, if I may, for about two minutes
more.

ASSEMBLYMAN BEDELL: May I interject and ask: The
services you offer to render, are they in the public's
interest; I mean, are they gratis?

MR. WOLFE: Yes.

ASSEMBLYMAN BEDELL: O.K.

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

MR, GLADING: These services are gratis. If some
of these changes aren't made, they will be paid-for
services later on.

MR, WOLFE: You may recall that I appeared at your
hearing in Union at the Newark State College, not as a
representative of the State Bar Association, but personally,
and I asked if I could come back and see you after we had
a chance to look at the package.

I would like, if I may have the courtesy, to take
about a minute and one-half as Saul Wolfe, not representing
the State Bar Association, not representing any organization,
but as a citizen of New Jersey.

I am quite concerned about the problems in all of the
bills that we have discussed with you. The climate in
New Jersey seems to be either you are for tax reform or
you are against reform:; you have to take the whole package
or none of the package. And indeed, criticism of part of
the package plays into the hands of those who would oppose
the entire package.

As a concerned citizen supporting the over-all
principles of the package, I would urge you to give serious
consideration to the possibility of segregating the vital
parts of the package. the income tax, the statewide property
tax, the various specific half-dozen or eight bills on
which the whole reform stands or falls, the issue of the
new structure of public finance in New Jerseyl I think

that many of the objecticns deal with other bills. . ¥ou
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could build a strong foundation now and deal with the
other matters at your leisure to put the framing around
the foundation and build from there.

I would urge you not to get bogged down in the
kinds of details that we have addressed ourselves to
with regard to specific bills which are not essential to
the totality of the problem and that we may in the future
get to those.

Thank you for your courtesy.

ASSEMBLYMAN BEDELL: Sir, that is the intent of the
Committee.

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

ASSEMBLYMAN BEDELL: We will welcome them, sir.

ASSEMBLYMAN PERSKIE: Mr, Wolfe, I would like to
address this question to you. I don't know whether it is
in your individual capacity or representing the Section, but
it is specifically nct in your capacity as Tax Assessor.

I would like to ask you with respect to Bill 1288, what
the substance of the obijection to the appointing power in
the Directcr is?

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

Some felt it was an unwarranted usurpation of home rule.

Some felt that it was an undue concentration of vital taxing
power. There were many reasons expressed. But the basic
feeling, I think, that prevailed was that dealing on a
year-to-year basis with the intricacies of property valuation,
the most comprehensive understanding of those subtleties
would be at the local level rather than at some regional

level.
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ASSEMBLYMAN PERSKIE: Dcesn't that raise the spectre
though that some of those understandings might wend their
way into undue pressure?

MR. WOLFE: I am sure you are aware, Assemblyman
Perskie, that the State Assessors Association was the
driving force in convincing the Legislature some years
back to create an Assessors' Tenure Act. As of today,
no Assessor can be appointed in New Jersey or elected in
New Jersey without having qualified by being a Certified
Tax Assessor which has high educational requirements and
requirement of specific knowledge in the area. The bill
provides for the creation of tenure of office in a much
shorter time than any judge can obtain tenure of office
in New Jersey. Once tenure of office is obtained,
whether the initial appointing authority is at the local level
or at the State level, the spectre of influence, I think,
is substantially diminished. I think we have very well dealt
with that problem in New Jersey and I think we are far
ahead of many states in that regard.

ASSEMBLYMAN PERSKIE: The Association then, I take it,
or the Section for which you speak, would, however, recommend
changes to the extent that there would no longer be elected
assessors?

MR, WOLFE: Yes, sir. We recommended that there be
no more elected assessors.and no more Boards of Assessors,
and that all assessors belfull time. We definitely
supported that proposition. But we again felt that it
should be nct on a regional basis but on a local basis,
except to the extent that the municipalities take advantage
of the Joint Assessing Act on a voluntary basis.

ASSEMBLYMAN VREELAND: I would just like to find
out from the representatives of the Bar Association - I
gather from what I have heard here today that the Bar
Association endorses the tax reform proposal with these
exceptions that we have heard. 1Is that right?

MR. GLADING: That's correct.
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ASSEMBLYMAN VREELAND: Then I nave one other question.
I think in one of the bills, it spells cut the makeup of
the Appeals Board and says that one of them must be an
attorney. Do yocu have any comment on that? Do you feel
as though this is --- I am speaking about the County Tax
Board. I thirk one of the bills does require that.

‘There has been some comment in these hearings and I was

wondering whether you feel as an associaticn that this
is a necessity?

MR. GLADING: I don't know whether the Association
has ever taken a position on that.

ASSEMBLYMAN VREELAND: It is not your bill and has
nothing to do with ycu. But there is a bill that spells
up the makeup of the County Tax Boards and it does say that
one of them must be an attcrney.

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

You probably would guess what it would be anyway.

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

The other thing that you might do when you react to
that specific question, the thought has occurred to me
quite frankly that if you are geing to start making qualifi-
cations for members of the County Tax Board, you might
want to consider a realtor if you are going to put categories
of persons on the board. You might give us your reaction
to that tooc.

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

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

ASSEMBLYMAN PERSKIE: I can't help but take the
opportunity to observe that with all of the observations

that have been made recently with respect to the influence
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of the Bar in the Houses of the Legislature, I think we
can all concede that the testimony of the Bar Association
before this Committee has been very enlightening.

MR. GLADING: Mr. G=bhardt of the Bar Association is
going to give each of you a copy of our report.

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

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

Mrs. Betty A. Little, Citizens for Conservation.

(Not present.)

Mr. Russel Wilson, New Jersey League of Municipalities..
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RUSSEL T. WIUILS ON: Gentlemen, good morning.
My name is Russ Wilson. I am the Assessor for the City of
Hackensack and Chairman of the Tax Study Committee of the
New Jersey State League of Municipalities. My statement
today can be divided into two parts. My comments on the
specific provisions of several of the bills in the package
will be made on behalf of the Committee and not necessarily
on behalf of the League as a whole. The short time interval
between the introduction of the bills and the scheduling

of these hearings has not permitted sufficient time for us
to proceed through the normal committee channels in the
structure within the League organization.

However, there are a number of major policy
objectives contained in the tax package which the League,
as a statewide organization representing 563 of the State's
567 municipalities, has endorsed in previous public state-
ments and Conference resolutions. Let me first address
myself to those areas wherein I can reiterate the standing
policy of the League. '

I want to preface my general comments by saying
that the measures contained in the Sears Committee Report
as translated and modified by the Governor's legislative
package represent the most comprehensive and significant
attempt to effect a scluticn to the tax ills of our State
that has come along in decades.

The League most certainly concurs with the alarm
expressed both by the Committee and by Governor Cahill
over the skyrocketing property tax rate which has imposed
an ever-increasing burden on the homeowner in New Jersey.
It is not necessary here to document the dimensions of the
soaring local property tax levy:; it has been very eloquently
set forth in the Sears Report. Clearly interwoven with the
heavy property tax burden is the increasing difficulty which
many of our municipalities are experiencing as they attempt
to finance rising demands for local public services through
the property tax levy which constitutes the only major
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source of revenue availablie to them. The fiscal crisis
facing our municipalities was very effectively articulated
by the prestigious County and Municipal Government Study
Commission, which in 1968 observed - "New Jersey is in
desperate need of a better allocation of the fiscal and
governmental responsibilities for the planning, financing
and performance of the functions and services provided by
its local government system".

Gentlemen, the League, therefore, gives its full
endorsement to the objectives of the package which will
reduce the local property tax burden by shifting the
responsibility of financing certain basic public service
costs away from municipalities and counties and assigning
them to the State. I am referring specifically to the costs
of local education, the costs of the county court system and
the remaining costs of local and county welfare programs.
The League has endorsed State assumption of costs of these
services in a number of resolutions in the past. It seems
that the court has spoken in the Botter decision making
state financing of education mandatory. We doubt the
pending appeal in the New Jersey Supreme Court will sub- |
stantially modify the philosophy of the Superior Court. |

To the extent then, that the tax package represents
a dramatic reassignment of the responsibility for financing
the services outlined above to the State and thereby
bringing long-overdue tax relief to the local property owner,
it is consistent with goals which have long been sought

by the League of Municipalities.

The League, as a statewide organization, however, is
not presently in a position to make a policy statement on the
matter of the State financing its newly acquired fiscal re-
sponsibilities. The mvenue source contained in the package
is, of course, the graduated personal income tax. Since the
collection and administration of an income tax is beyond
the purview of municipal government, we are not addressing
ourselves to that question at this time. And I might say,
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doubkt

parenthetically, I t
a position to take a posit

hat the League will ever be in
ion on the income tax. There is
just no uranimity of expressiorn in that area.

So much for the general objectives which the League
supports in principle. Turning now to some of the specific
bills which have been considered by the Tax Study Committee,
let me reiterate that these measures have not been reviewed
by the League as a whole for the reasons indicated earlier.

These comments should not be considered as a final
definitive statement, since our individual committee members
are still considering the technical implication and applica-
tion of the legislation. The Committee has directed its
attention to tax bills which directly affect local govern-
ment. We have not considered many of the bills which would
affect State taxing policy and administration.

The Committee has no comment to make at this time
on the State School Funding Act, the Constitutional amend-
ment providing for a State Property Tax for Schools and
related bills. The League has endorsed State financing of
education, as I indicated earlier.

Here, again, let me interject at the risk of
repetition - Saul Wolfe has already expressed many of the
thoughts we have with respect to specific bills and I will
take this as a warning never to invite him to another
meeting at which I preside - he stole all my thunder here.

The Committee has given some consideration to
legislation affecting county tax boards and providing for
the establishment of a New Jersey Tax Court. Assembly 1264
establishes qualifications for members of county boards of
taxation. We favor the provision requiring county tax
board members to be qualified and to have knowledge and
experience in matters concerning the valuation and taxation
of property. However, we believe the bill should be amended
to provide that such tax board members should be required to
take and pass the examination cuxrently required for the

certification of local assessors. Such examination should

&7
57
f



be taken and passed within one year of the effective asate

of the board members' original appointment. In fthe event
that a new tax board member Zails such certification. he
should be prohibited from szerving as a member of the tax
board and not be eligible for re-appointment until he has
properly qualified through examinration and certification.

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

Assembly 1265 yrovides for the standardization of
regulations and procedures governing county boards of taxation.
We favor this particular amendment; however, we object to
deletion of material on line 2 of paragraph 1 wherein a
board is not required to keep a full record of its proceed-
ings. We believe that this deletion is countrary to the
Sears Report and urge that the present statute, which
requires a full record of proceedings, be maintained.

Assembly 1303 provides for the assumption of costs
of county boards of taxation by the State and we have no
objection to the amendments contained in that bill.

Assembly 1263 provides for direct appeal of certain
assessments to the State Tax Court. We suggest an amendment
in line 5 of paragraph 1 sc that any taxing district which
feels "aggrieved" may appeal. The present law allows the
taxing district to appeal only if "discrimination" is charged.
From experience, it has been shown that many appeals by
the taxing district are denied because of being restricted
to "discrimination".

The League, as well as our Committee, has supported
the establishment of a State Tax Court for a number of
years, such Court replacing the Division of Tax Appeals.

We have no further statement to make on the Tax Court at
this time. since we cannot determine which tax court bill
is being considered by the Legislature. One of the
greatest deterrents to equity in the administration of the
property tax is the slowness in the appeal procedure. This
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delay works a hardship on the aggrieved taxpayer as

well as the remaining taxpayers in the district appeal-
ing a decision. We, therefore, reiterate ocur support for
a new agency to expedite the handling of appeals on the
State level.

Several bills deal with the principle of pavments
in lieu on State and County owned properties with the ex-
ception of properties used or acquired for roads, bridges,
parks and recreation purposesz, riparian lands, watersheds,
reservoirs, forests, game preserves and Green Acres areas.
At the present time there are a number of piecemeal pay-
ment in lieu statutes on the books and their implementation
has often been unfair and discriminatory. In several
Conference resclutions, the League has supported the enact-
ment of payment in lieu statutes for state and county owned
properties.

Assembly 1274 provides for taxation of certain
county properties and Assembly 1293 provides for in lieu
payment by the State. We strongly support the principle
of both of these bills; however, we are opposed to
paragraph 5 in each bill which prohibits the right of appeal
by either party to question the director's determination
of the in lieu tax payment. Appeals in both bills are
limited to typographical and mathematical errors and we
believe that a general right of appeal to the tax court
should be provided in these bills.

Our Committee has not taken any action on
Assembly 1300 and Assembly Concurrent Resolution 111, the
accompanying constitutional amendment. These bills would
provide for an option to 10 of cur urbanized municipalities
to adopt a system of site value taxation, under which land
would be assessed at full value and improvements at 50% of
full value. We understand that several of our large
municipalities, as well as the State Bar Association, view
such a procedure with alarm. At this time, we believe that

not enough is known about site value taxation and it could
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actually accelerate abandonment of property in our urban
cities, we feel. This proposal should be studied care-
fully by the ten communities which would be affected by it.
Even though such legislation would be optional, the 5

yvear period feor implementation. and the ensuing 5 year
period for abandonment of the procedure, could well confuse
the assessment administration in a large municipality for a
decade or longer.

Assembly 1261 would impose a property tax on
mobile homes. The League has long endorsed this proposal,
since mobile homes are being utilized more and more
throughout the State to house our citizens and we see no
equity in allowing such type housing to escape property
taxation. This bill would alsc allow a senior citizen
deduction to qualified owners of residential trailers.
Obvicusly, we support this.

Assembly 1268, the proposed amendment of the
Farmland Assessment Act which would require gross sales of
$500 per year plus an average of $5.00 per acre and an
average of 50¢ per acre in the case of woodland and
wetlands for each acre over 5, meets with our reluctant
approval. "Reluctant", being born of the fact that we
don't think it's sufficiently strong; we think the
additional earnings requirement should be somewhat higher
than that.

The bill should be amended, however, because
during the twelve public hearings conducted by Task Force
"C" of the New Jersey Tax Policy Committee, one area that
received considerable adverse criticism was the Farmland
Assessment Act. in that, in its present form, land
speculators receive a tax windfall at the expense of the
homeowner. In an effort to correct this condition. the
Tax Policy Committee recommended a change, as found
listed under "eligibility" on page 39 of Report No. 2,
which would require that the owner receive at least 25% of

his gross income from the farm operation. This change is
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patterned after the Texas FParmland Law. Believing

that this 1s cne of the outstanding improvements recom-
mended by the Tax Policy Committee, it is earnestly
requested that it be iInserted in Assembly Bill 1268.

Additionally, it is our opinion that the Sears
Committee recommendation increasing the roll-back from
three to five years should be part of this bill.

Assembiy 1269 would impose property taxes for
municipal purposes on regional school districts. We
believe this is a worthwhile amendment and urge consider-
ation of similar treatment of any regional facility such
as sewer plants, water systems. etc. The burden of having
a regional facility located within its boundaries should
not fall upon one municipality.

Assembly 1299 establishes limitations on property
tax levies for county. municipal and school purposes. We
support this bill, but here again we can see no equity in
denying the right of appeal, except in the case of
arithmetical or typographical errors. We suggest that
paragraph 8 be deleted from the bill.

Assembly 1257 would increase the tax on personal
property used in business from $1.30 to $2.00 per $100 of
taxable value. This is the recommendation of the Sears
Committee Report and we support this amendment. We believe
that some confusion could arise in the administration of the
other amendments contained in the bill. The taxation of
apartment house kitchen appliances such as refrigerators
and stoves comes to mind. If such items were to be con-
sidered as personal property, administrative difficulties
would occur when applying the capitalization approach to
apartments or houses, for example. Individual air con-
ditioning units in such apartments would also be treated
as personal property when for tax purposes, they are
presently an actual part of the improvement. We would
prefer an amendment to Assembly 1257 listing items which
should be considered as "personal property" rather than
listing items which should be considered as "real porperty"
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as is currently contained in the bill.

The Committee has a comment to make with respect
to Assembly 1301 and 1302. While somewhat complex, these
bills appear tc deal with the surtax on the excess gains
resulting from the adopticn of the new tax package. We
feel that windfall taxes, if any, should be shared by the
State and municipalities, with the share represented by
property tax relief going to the municipalities.

Another important proposal on which I would like
to comment deals with the appointment of district assessors
by the State Director of Taxation. While the bill to
implement this particular procedure is not yet available,
the League Tax Study Committee addressed itself to the
underlving concept. We are opposed to the creation of
assessment districts and appointment of assessors by the
State Director of Taxation as proposed in the Sears Report.
We believe that there are adequate statutes on the books
providing for voluntary consolidation or the creation of
joint assessing districts. The assessors and other
local officials sought the enactment of assessor certifi-
cation statutes and the joint assessing district statutes.
We can see no improvement in assessment administration if
the assessor is further removed from the local scene. If
an assessor is properly trained, qualified and certified,
we believe that the statutes will be enforced equitable
for all taxpayers. If discrimination exists, there is the
right of appeal, and if administration is of poor quality,
outright removal of the assessor is possible.

Gentlemen, that concludes my prepared testimony,
but let me add just one note before you throw any
guestions at me, and this is in the form of a personal
observation, strictly personal - as Saul said. "Russ
Wilson perscnal'.

I am extremely sympathetic to the views expressed
by the very first witness this morning, the gentleman
from Princeton. The Exempt Property Study Commission.
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which was so ably chaired by Assemblyman Apy, introduced
a very comprehensive report on examptions. That report
appears to have been substantially overlooked by the
Sears Committee and the Governor, for which I fault

them. Incidentally, I happen to be a member of the
Commission to which I refer. I think private educational
exemptions are now particularly significant, in view of
the 18 year old vote which could well become disastrous
to any municipality.

Thank you, gentlemen.

ASSEMBLYMAN BEDELL: Assemblyman Vreeland.

ASSEMBLYMAN VREELAND: I just have one question.
The recommendation on the farmland assessment, which
would require that the owner receive at least 25% of
his gross income from the farm operation in order to be
eligible for the farmland assessment - I gather that's
what you're saying there.

MR. WILSON: Exactly.

ASSEMBLYMAN VREELAND: It seems to me - and
personally I would be affected by it and I know one of
the other members of this Taxation Committee would be
affected by arny such recommendation as that -- it would
throw out an owner then who has a farm which is being
farmed by somebody else.

MR, WILSON: I suppose that would be the effect.

ASSEMBLYMAN VREELAND: Now I happen to have a
farm which is being farmed by my son so, therefore, I
would not be eligible, under your proposal. I don't
agree with it.

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

ASSEMBLYMAN VREELAND: You're right, but I thought
you recommended it.

MR. WILSON: The League is recommending it in
this sense - the League is corncerned with the potentials
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for speculation, the opportunity for speculation which
is now being exercised by many large corporations,

and we're talking about railroad companies and steel
companies, companies of this kind. These were not the
original intent of the Farmland Assessment Act,I agree.

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

ASSEMBLYMAN VREELAND: Yes, but not by this
recommendation.

MR. WILSON: Perhaps this could be modified.

Our basic intent is to avoid the speculation by
indiscriminate corporations.

ASSEMBLYMAN BEDELL: Assemblyman Apy.

ASSEMBLYMAN APY: Mr. Wilson, in reference to
your testimony about site value, on page 4, Assembly 1300
and ACR 111, I'm wondering really - I know that there
are questions raised about the value of it and the
consequences, but I'm wondering really what the harm
would be in giving these towns the option. You recognize
that it is an option, in your statement.

MR, WILSON: Oh. yes.

ASSEMBLYMAN APY: Apparently, they seem to feel
that it would help. 1Isn't this sort of an experimentation
that perhaps you should give .to the local areas, such as
this, this power to experiment and perhaps they can help
themselves. Now they may experiment and find out they
have made a mistake and ultimately we're going to have to
pay for it. That's part of the problem. But isn't it
primarily for that.

MR. WILSON: It would take ten years to correct it.
if they do.

ASSEMBLYMAN APY: That's right. ©Once they started

down the road. it's a ten year road to go down. I realize
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that.

MR. WILSON: Well actuallyv, Mr. Apy, as you
very well know, site value taxation has been experimented
with in this country, in Pittsburgh and in California,
and more particularly in New Zealand and Australia, and
the results have not been at all impressive. I
perscnally have visited with the representatives from
the George School, for example, who are exponents of this
particular form of assessment and, while they claim
tremendous things, it just has not developed that way.
It is an area where experimentation, further experimen-
tation is perhaps essential. And, as you point out, to
make it optional - well, I am sure it would be no
violation of confidence but Saul Wolfe, himself, has
said that he would object, as the Assessor of Newark,
for example, to the potential that Newark might embark
upon this. He's afraid that it would become so
politically expedient as a cure-all that they would just
be forced into it even though it were optional with the
cities.

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

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

MR, WILSON: Go slowly on it, at least.

ASSEMBLYMAN BEDELL: Thank you very much, sir.

MR. WILSON: Thank you.

ASSEMBLYMAN BEDELL: Mr. Charles DeFoe, New
Jersey Retail Merchants Association.

CHARLES De F O E: My name is Charles DeFoe. I
am the Executive Vice President of the New Jersey Retail
Merchants Association. The NJRMA is a state-wide trade
association with offices at 926 West State Street, here
in Trenton. The Association represents some 2200 retail
stores throughout the State.
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While the members of the NJRMA approve the basic
concepts of the Tax Study Committee recommendations: and
believe New Jersey must alter some of its current taxing
methecds, we do take exception to some of the pending
legislative proposals under consideration by this Joint
Committee.

New Jarsey retailers for the last six years have
strenuously objected to the unfair and highly discrimina-
tory Retail Gross Receipts Tax. Since this tax was
enacted i1n 1966, we have continuously appeared before
the Legislative Tax Committee and protested this unfair
tax. The Retail Gross Receipts Tax 1s not a tax in
lieu of scme other tax: i1t is a special tax imposed only
upon retailers of this State. Retailers pay all of the
cther taxes paid by New Jersey businesses. but then are
called upon to pay this one additional tax. Retailers
don't ask, nor do they expect any special services from
State or local government, yet we are asked to pay the
special tax.

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

The special burden that is imposed upon retailers
by the Retail Gross Receipts Tax is all the more com-
pounded when one sits decwn and calculates the tremendous
costs that the retailers of this State suffer in serving
as the unpaid tax collectors of the Sales Tax for the
State of New Jersey. We have authoritative studies that
indicate that it costs New Jersey retailers some $15 to

$20 million dollars annually in additional administrative
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costs for collecting the sales tax and remitting it

to the State. I would point out. of course, that the
sales tax is currently the State’s largest revenue
producer. I would also point out that in better than
20 of the 45 states that impose sales taxes, the
retailer is granted a form of vendor discount on his
sales tax collections as a partial offset to his
collection costs. In no state, where they'‘re as high ‘as
3% even, do they begin to cover the cost that the re-
tailer suffered. In New Jersey we're not even dgranted
this.

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

Previously I stated that our Association takes
exception to certain measures that are before this
Committee and I would like to call your attention to two
of them.

We feel that the proposed Excess Gains Tax is
going to be a tax, if enacted, that will be impossible to
administer and highly unfair to the New Jersey business
community. Additionally, we note that in the legislation
setting out the proposed Excess Gains Tax - Assembly Bill
1301, the Retail Gross Receipts Tax is one of those
taxes used in the formula for arriving at what total
Excess Gains Surtax a business might be subject. We
feel this is most discriminatory when you look at the
fact that there is legislation pending before this
Committee that will remove the sales tax on the purchase
of equipment and machinery by manufacturers - I assume
there will be some benefit to the manufacturers in that,
and yet that tax is not calculated in determining the

Excess Gains Tax.
77



By the way. T would like to point out that
retailers do pay and will continue to pay under any
pending legislation sales tax on their purchases of
equipment and mechirery.

Because of these two inequities that I have cited.
I think the Excess Gains Tax becomes all the more detri-
mental and would be more difficult to live with for all
cf us.

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

daw concerning the site valuation taxation principle.

We're advised that in the city of Pittsburgh. Pennsylvania,
where such an assessment method has been employed for

some time there had been no demonstrated benefits to new
construction while there has been some concern over
property ownership. We would urge that this Committee

nnt recommend any action cn this particular legislative
approach at this time until there has been a greater
cpportunity from the studies being conducted nationally

to determine the actual possible impact of this tax.

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

A revision in the State's tax structure is very
definitely needed. and we hope that the revision will
be achieved. and we heope those revisions will be
equitable to all citizens including the retail merchants
cf New Jersey.

Thank you, gentlemen.

ASSEMBLYMAN RBREDELL: Any questions? (No questions}
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I want to thank you very much, Mr. DeFoe, for
a very excellent presentation. Thaank you, sir.

Professor H. Peter Gray, Rutgers Council,
American Association of University Professors.

H. PETER G R A Y: Gentlemen, good afternoon.
My remarks. in general support of the tax proposals will
be brief. My written statement will provide any greater
elaboration that may be needed.

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

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

Is the general level of disbursement appropriate
for the State? And I take the position that there is
a prima facia case that the general level of disbursement
by the State of New Jersey is less than optimal and,
therefore, some significant increase is in order. And
I want to raise a couple of points that in the tax
proposal seem to have special virtue from the point of
view of revenue raising.

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

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

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

On the general basis. I would agree with Mr.
Goldberg's point that the sevings in administrative
detail probably outweigh the virtue of a show of state
severelgnty that seems to be one of the main reasons
for opposing the plggyback approach. I would, however. -
draw the attenticon of the Committee to the fact that
the Federal tax systew 1s by no means as progressive as
the rate structure makes it appear. As a source of
study on this. there has quite recently been done a study
by Dr. Peckman of the Brookings Institution which was the
Presidential Address to the American Finance Assoclation
last December. and if you would be 1nterested I could
arrange for copies of this tc come to the members of
the Committee.

It shows effectively. I think. that the degree of
progressivity in the Federal system is minimal on the
personal income tax side.

And T think a thirxd point to make on the subject
of piggyback is that there does seem to be a groundswell
in Washington for significant tax reform. So that any
legislation in Trenton based on a piggyback system would,
in fact, be legislation - with at least two farmers on the
Committee. I hate to use the term "a pig in a poke" but
it does seem to me that we don't know what is going to
happen in Washington in the next five years and some

allowance would have to be made in legislation for the

New Jersey legislation to be flexible enough to cope
with the changes at the Federal level. v
And finally, I would like as an Economist and a
registered Democrat. to take issue with the opposition s
to the package by the State A¥L-CIO on the grounds that
the excess gains tax 1s to apply for only three years.
Tecknicslly. tha prcblem 1n any tax measure which

redistributes tha base for taxation frcm a preperty tax to
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an income tax, is to prevent windfall gains from
accruing to property cwners. It is also important

that existing businesses should not be penalized by
paying higher effective tax rates on the property - that
is, tax plus excess gains tax - than are new businesses.
The AFL-CIO seems to have overlooked the pressures of
competition which work upon all economic units and
which will erode over time the ability of any business
to enjoy the windfall gains of a reduction in property
tax. A three year duration for an excess gains tax is
not right and it isn't wrong. The tax seems to me to
be a well-conceived - and I read in the New York Times
the other day that a colleague of mine from Rutgers,
Newark, used the words "stroke of genius" - I'm not

as lavish in my praise as that. but it does seem to me
to be a well-conceived sort of stopgap or transitional
gap. if that's what you want, and three years is as good
a number as I can think of. I have no quarrel with
three; I don't object to two or four or even five, But
it does seem to me that the AFL-CIO has overlooked this
idea that competition will work upon the windfall gains
or the potential windfall gains, and that it is impractical
to impose any type of excess gains tax in a perpetual
situation.

I do believe the AFL-CIO made cogent points with
reference to the desirability of having landlords pass
on property-tax savings to renters regardless of the size
of the property. However, even here, the AFL-CIO seems to
have underestimated the strength of the forces of compe-
tition because if big buildings reduce rents, small
buildings will be forced to compete to a certain degree.
Campetition is not perfect but it does work effectively.
And, similarly, the resolution of ocpposition by the
AFL-CIO seems to have overlooked the pragmatic problems
of enforcement.

That, gentlemen, is all I have to say. I would
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comnend the comments of the members of the State Bar
Associaticn here this morning. I think the Legislature
has an arduous 7job o do and I wish vou luck,

ASSEMBILYMAN REDELL: Thank you sir.

Are there anv guestions? (No questicns)

Thank yvou again. iy,

MR. GRAY: Thank vyou.

ASSEMBLYMAN BEDELL: Ruth Ford. New Jersey League
of Women Voters.

Mrs. Ford. T might interject that the Committee
is completely aware of the League’'s position. We've
heard testimeny from several members of the League and
we certainlyv do not want to diminish your cpportunity
to speak at all, hut we woul!d hope that you do vour best
to amplify those areas that you think important because
we: are aware of the League’'s positicn.

RUTH F O R D: Thank you. I do intend now to give
the official League testimony which will be different

from that given by individual League members who testified
as individuals on the basis of their own study of the

Tax Policy Committee's Report and on the basis of the
League's summary of the Report.

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

MRS. FORD: Yes. that's correct.

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

I will not burden you with a long recitation of
the League's twenty years of effort to get a fairer and
more adequate tax structure for New Jersey. The state-
local tax structure has been allowed to develop without
plan or purpose other than the expedient of kalancing each
recurring state budget - and minor measures to relieve the
property tax burden.
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And I might interiject here, parenthetically,
that the minor measures I refer to do constitute the
whele of the yield of the sales tax. As we see it,
aid to lecal municipalities, counties and school districts
has increased since the enactment of the sales tax by
mere than the total yield of the sales tax. I think
this should be noted since often testimony says that
they don't know what ever happened to the sales tax.

We recognize that the sales tax has been used to reduce
the property tax burden by some one-half billion dollars.
In other words, the taxpayer would be paying one-half
billion dollars more in property taxes if the sales tax
had not been used for this purpose.

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

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

The State's assumption of the major costs of public
schools, welfare and the judiciary, plus the urban block
grants, constitute an eminently reasonable means of
sharply reducing property taxes and removing the primary

pressures for their re-escalation. The proposed statutory
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limitations on county and municipal proverty tax in-
creases will provide an added and necessary restraint.

In urban counties such as Hudson and Essex, the conclusion
seems 1inescapable that property tax relief of this magni-
tude holds out the only hope of reversing the exocdus of
business and industry and encouraging necessary private
renewal.

The proposed graduated personal net income tax
will bring a substantial degree of progressive balance to
the tax structure -~ a long overdue improvement. If the
proposed income tax were graduated as steeply on incomes
above $25,000 as on lower incomes, the additional $40-$50
million yield could be used to reduce the regressive excise
taxes recently increased to balance the 1972-73 budget.

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

The League agrees with the Tax Policy Committee
that the proposed graduated personal net income tax is far
superior to a piggyback income tax, which is a percentage
of the federal tax. There is no point in repeating here
the many good reasons why this i1s true, which are cited
in Part V of the Report of the Tax Policy Committee. We
would call attention, however, to the public furor over
the loopholes in the federal income tax, which it is safe
to assume the citizens of our State do not want repeated
at the State level with a piggyback tax. Such a tax
would be less progressive, too, than the well-conceived
state income tax recommended. The tax structure needs
more progressivity, not less.

And I would say. as an aside, that the efficiency
referred to in earlier testimony sometimes frustrates
simple justice to people. which is our major concern.

I submit that the legal fraternity is not entirely a

disinterested party in tax matters.
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A net income tax makes allowances for size of
family and other individual circumstances. A graduated
tax takes into account ability to pay - an almost totally
neglected tax principle in this State's tax structure.

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

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

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

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

Oppesition to the income tax in the context of
genuine tax reform seems to me unfounded paranoia at best and
demagoguery at worst.

Concerning the $1.00 statewide property tax for
school support. while the League recognizes that it is a
state edition of the same onercus property tax which the

League and the Committee criticize as being regressive,
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neverthelass, even with the $1.00 tax, the proposed

tax structure would be vastly superior to what we are
trying to live with today. The statewide tax does have
the advantags of raising some $9 million from industrial
tax havens which have not been contributing their fair
share of the cost of schocls and other necessary services.
While the League believes that such specifics as tax rates
are not suitakly included in a constitution, a constitu-
tional limitation may be necessary to reassure the public
about possible future legislative escalation of the
statewide property tax.

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

The Governor's legislation to provide that tenants
receive a major part of the landlorxd's property tax
reduction seems fair to both tenant and landowners and
answers a deficiency in the Tax Policy Committee
recommendations.

Similarly the Governor had provided a satisfactory
answer, we believe. to the problem of the excess gains
that healthy business and industry would realize from
property tax reduction. In high property tax rate urban
areas, a special provision of the excess gains tax would
exempt owner-occupied property from the tax as an incen-
tive to halt the exodus of business and encourage private
renewal.

We hope the confusion over the three-year evalua-
tion period provided in the Governor's excess gains tax
legislation is cleared up so that everyone will under-
stand there is no intention to let the business and
landowner windfall go into effect after three years.

Concerning the proposed $2,000 higher education
income tax deduction, the League would point out that
such measures are more beneficial generally speaking,
to middle and upper-income families than to lower-income

families. Such a deduction may be politically desirable
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but it is cone more example of the fact that virtually
every equalization measure designed to levy the cost of
necessary public services according to ability to pay
becomes modified in the legislative process to help the
better-off more, prcportionately, than lower-income
citizens. This has been true of so-called school aid
equalization formulas here in New Jersey and elsewhere,
as the California, New Jersey and other school support
decisions emphatically stated.

At best, the proposed tax reform program for
New Jersey would convert a sharply regressive tax structure
into a somewhat regressive one. We would still not have
a tax structure actually based on ability to pay. The
improvement proposed is marked enough to warrant the
League's support, but we do not favor adding measures to
lighten the proposed modest tax share of middle- and upper-
income taxpayers and thus tip the balance scale back in the
direction of greater regressivity.

Now, my next paragraph is devoted to the question
of gambling as a solution for New Jersey. I realize
that this Committee is not considering gambling. We put
it in here for the record but I won't take your time to
read it. We think it is a totally inadequate and
inequitable solution.

The League of Women Voters of New Jersey, which
we believe has recognized longer than any other large
organization the importance of state tax policy in the
lives of its citizens - and has long protested the
unfairness and inadequacy of this State's tax structure -
urges that the tax reform legislation, regardless of some
imperfections, receive serious, prompt and positive
legislative action in the June special legislation session.

I thank you.

ASSEMBLYMAN BEDELL: Thank you very much. We
appreciate your coming here.

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

(Recess for lunch)
87






(Afternoon Session)

ASSEMBLYMAN BEDELL: The final public hearing
of the State Legislative Committee relating %o thé Governor's
tax proposals will now come to order.

I would like to just briefly explain that this
Committee is not here to explain, criticize or defend
the policy report or the legislation. We are here
attempting to get the viewpoint of the citizen groups
and the individual citizens of New Jersey on the
legislation. If you have position papers when you
are called upon to speak,if you have copies made, please
submit them to Mr. Peter McHugh who is right here. If
you only have one copy would you allow us to have it
to reproduce and we will return the original to you, please.

Anyone who wishes to speak, who hasn't done so,
please fill out a paper with the same gentleman so that
we can have your name, organization and address in some
sort of a speaking order.

I would like to digress from the program
for just a moment to say that legislators sometimes
ballyhoo the fact that they giwve more of their time
to individual efforts like committee work, as we are
involved in now, than some others do at some sacrifice
to ourselves. This brought to my mind Assemblyman
Steven Perskie from Atlantic who is a part of this
Committee. He has been attending these meetings all
over the State and today is his wedding anniversary.
We want to thank him for his sacrifice today in being
with us.

(applause)

ASSEMBLYMAN PERSKIE: Thank you. We have some
candy here.

ASSEMBLYMAN BEDELL: May I also say before we
call the first speaker that we do have a voluminous
list of people who want to speak. While we do not want

to limit anyone's right to talk or make comments on the
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subject matter before ns., please be mindful of the
fact there are others who want the same opportunity.
We will stay here until we have exhausted everyone's
opportunity.

The Committee would like to call upon J.
vonmath Hickmarn  Greater MNewark Chamber of Comwerce.

{(not present)

Mr. TJoseph F. Shanahan, South Hunterdon
Taxpayers' Association.
JOSEPH F. SHANAHAN: Mr. Chairman,
members of the Committee, my name is Joseph Shanahan
of Lambertville and T am here to speak for the South
Hunterdon Taxpayers' Assoriation on the subiect of
the propassed raw veform packzge.  Our purpese in coming
here is not to give it either a general endorsement or
general oppesition. The matter is just too complicated
and its possible ramifications too far reaching to make
any such judgment on such short notice. We would like
to make specific suggestions relative to particular
pieces of legislation which are part of the package
and hope that some heed will be taken by you gentlemen.
Since we are only a small group in one county and do
not have the enormous statewide membership cf the
AFL-CIO, we cannot expect the Governor to implore us
to get behind the tax reform proposal. From past
experience we anticipate being ignored but we always
hope that we are wrong.

The only thing that we can endorse generally
is the fact that the plan is supposed to cut property
taxes by 40%. In our area it might come to 50%, so that

~

a person with a 320,000 ron-income producing home who

now pays more than $1200.00 a year would get substantial

relief. So we have to go for this even if it means an
income tax. It's the only game in town. We just have
to take the chance that the income tax will not take

it all back,and more. We just have to hope and put our
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faith in you gentlemen, When a man is dying of fever
and the doctor packs him in ice irn a freezing room to
bring his temperature down, it is no time to worry about
him possibly getting pneumonia. First things come first.
We would now like to address ourselves to the
main problem as we see it, and that is to keep the
property tax assessments down so that we can maintain
the promised tax relief. Hers are our specific suggestions:
In the Newark Star Ledger of 2 June the Governor
recommended that the State Constitution be amended to
fix the State Real Estate Property Tax at $1.00 per
$100.00 of value. He then stated "This would be the
strongest guarantee possible to you that the State
Government could not increase the property tax it
levies."
We are not as sure as he is, if we are talking
about the amount of tax actually paid by a taxpayer.
The rate may not change but the assessment might.
If the proposed amendment is Assembly Concurrent
Resolution #110, we do not like the way the word
"value" is described in it as "equalized valuation
of the taxable real property within the State." If
that means what we think it dces then we are still
stuck with that old devil inflation since any artificial-
ly contrived true value will continue to reflect an
increase in paper value to the average property owner,
and therefore means a continuocus increase in the property
tax. We suggest that such valuation be changed to one
which is assessed at a certain base year, say 1973, based
on a realistic statewide appraisal of all real property
and then, as far as non-inccocme producing property is
concerned, be fixed for a period of at least five years,
after which a maximum of 10% might be added to such
valuation. This would be a better guarantee that
property taxes cculd not be increased for at least

five years. We also suggest that the same change be
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made to Assembiy bill 1299 which has to do with the
local property tax iimits and allows a local referendum
fior any proposed increases.
OQur next suggestion is in the area of County
Paards of Taxation and with reference to Assembly
will 1264, which has to do with the qualifications
Ior mambership on such Boards. We are opposed to the
mandating of attorneys as members of the Board, his
oxXpertise is as a lawyer, not a real estate appraiser.
we do feel that an attorney would have a rcle to play
in this area but in an ombudsman type of position
wherein he would represent the taxpayer and not the
Board. Since the whole foundation of real property
taxation is based on a fair and relatively consistent
method of assessment,it stands to reason that a way
zhould be devised so that an aggrieved taxpayer is able
to bring his complaint economically, conveniently, and
properly into the administrative channels. What better
way than to have a lawyer assigned to each board to
act as a scxt of public defender who could intervene
in behalf of certain taxpayers whenever a grave injustice
is brought to his attention. And while on the subject
of convenience in this area of tax appeals,we also
suggest that consideration be given to the passing of
legislation authorizing night sessions for county
tax boards for all appellants who desire such hearings.
It is usually a serious consideration for the average
taxpayer to sacrifice a day or a half-day's pay to
press his appeal in a hearing during business hours.
Finally, we would like to make one specific
recommendation concerning the adoption of a state
personal income tax which would undoubtedly be accompanied
by that immoral payroll deduction plan. Since it seems
to be inevitable, please let it be of the "piggy back" type
with the state tax being a percentage of the Federal.
The State would simply use the Federal rules of exemptiocns,
deductions, exclusions, and so forth, and then set a rate
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to be applied to the Federal Tax. This should also have
the added feature of being cheaper to administer than
a whole new program.

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

ASSEMBLYMAN PERSKIE: As I understand it Mr.
Shanahan, the comment you made about the county tax
boards having night hearings, wouldn't require legislation.
I think that is within the purview of the county tax
boards now.

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

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

MR. SHANAHAN: Then perhaps I should say
the night hearings should be mandated because I don't
think you will find any county board that will hold
them. We have asked in our county and they refused.

ASSEMBLYMAN BEDELL: I have no questions, sir.
Thank you very much.

If it appears that I am calling people out
of the ordinary attrition of slips here, it is because
we have had some requests prior to today for these
people to be allowed to come before the Committee.

I now call Mr. Herbert Starkey, Director
of Research, NJEA.

S. HERBERT STARIKEY: I am S. Herbert
Starkey, NJEA Director of Research, representing the
New Jersey Education Association. I regret not hav-
ing a prepared statement. I am very busy right now
preparing one for the Education Committee. My reason

for being here is because in a few cases there are
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some tax implications in certain bills that concern
education.

Our association is on record endorsing with certain
conditions the tax reform, the income tax, and in general
the tax program. I would say the major grcups in the
education area, including schocl bcards, superintendents,
carent-teacher organizations, as well as the prcfes-
zional teachers, probakly see eye to eye in terms of the
inajor advantages of tax reform. After all we do have
a court decision hanging over our heads.

We do have a genuine concern for a very serious
question. How much revenue from these tax bills will
be available for this distribution of the full cost
responsibility of current operating expenses? This is
a crucial question. It is one I hope you have the
answer to before the bills are completed. We are
most appreciative of the problems of drafting this many
bills, having it ready in a rush, and I would be the
last one, I think, to criticize the possible small i
errors and technical corrections that are needed in '
many of these bills. i

It is very obviously a super human job to draw
all this together in such a short time. Therefore, ours
is not criticism but just questions which we hope
you will help have answered before the package is completed.

A-1272, which is the responsibility, I believe,
of the Assembly Education Committee, was referred to

this morning as a two billion dollar appropriation

item. That is a lot of money. And if it is that much,
and we agree it probably is, then it has to be done
carefully. You can't appropriate money you don't
have. The question then is, is there revenue to
balance that kind of distribution?

Our concern is, if there isn't, we don't have
any alternate if this package goes through. I worked
in this area on the Dumont State Aid Act of 1954 and

-
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I have worked on all the ones since that time and
everytime it was difficult to find itax money, we
found refuge in the local property tax. That door
is apparently going to be closed at this time and the
responsibility then is completely on vou gentlemen
in the Legislature, and the Governocr, for children's
education, whether it is high quality, average, or
low, it is in your hands - it won't be in the local
property owner's any longer. It is a serious re-
sponsibility and we are sure you are equal to it.

Our question first is in reference to Assembly
Concurrent Resolution #110. This resolution amends
the Constitution to insert a one dollar per hundred of
equalized valuation for a state tax. I note this
morning the question was raised about dedication. We
are not raising a question on that at this point. We
think there are other ways to assure that the money
will be used for education but we do have a very serious
concern about the timing on this change of the Constitu-
tion. We want to make sure you see the danger in this
being put to the voters in November if the package
has not been enacted into law. In other words, it
would be disastrous, I think, for this to be put on the
ballot without an income tax, because if any of this
package goes tlrough - or none of it goes through - and
the court decisions are saying, "no local property tax,"
the only place left that we know of is a state property
tax for all of education, and you couldn't do it with
a dollar - you would be talking $2.25 to $2.50.

So, we are simply saying please be sure not
to allow that resolution and that amendment to the
Constitution to be enacted until there is a complete
package.

The same thing would be true for ACR-111

because we think in that area of changing the assessment
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practice on property, cculd ke dangercus. It would
be uncertain if we are going to have to depend on
property taxes be cause of court pressure.

Now on Assemblv Concurrant Resolution 112, and
I‘d like to take alcng with that,bhill 1299 which imposes
tax ceilings - my major testimony is in this area of
vax ceilings - it appears to us to have a double
standard, one standard for muninipalities and counties
and for some reasorn, which I am not clear why, a dif-
ferent standard for boards of education and school
funds. In all three areas there is a provision for
exceeding the ceiling. It means goinag to the people
on a referendum. What we can't understand is why
in section, I believe. 7, which is the ceiling for
county and municipal purpcses, it is simply a majority
vote of those voting at a referendum.

Back in Section 3, we have inserted as a minimum
the number of votes cast at such referendum shall equal
at least 15% of the total number of votes cast at the
preceding election. We don't understand why this
appears. The situation is the same. If the people
wish to vote a higher tax upon themselves it would
seem to be their right so why the distinction? We would
oppose any minimum. It is a new principle to enhance
non-voting and say that all you have to do to cast
a ballot is to stay home. But that is what you are
doing if you have a minimum in there.

I would like to mention-- This is not a
criticism or opposition in any way but I'd like to
mention a little research we were doing that I think
even the League of Municipalities and county government
groups would be interested in. In 1299 the method of
determining the ceiling is to take the average equal-
ized valuation taxable for three prior yvears. I have
checked over a few places in my own county of Mercer,

like Ewing Township where I live, Morris Township, and

I checked Madison Township, and it is my belief - and here
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again it is all right as long as you know what's going
to happen - that by taking this average of the three
prior years in these fast growing communities ycu could
have a difference of 25% in the rateables ycu are using
to determine the ceiling. So, I would say that in a
fast growing county, that 50¢ rate you pay, in actuality,
would be more like a 40¢ rate, or 42¢ rate. As I looked
at Madison Township, $1.50 municipal might, in reality -
in terms of what is used in determining the current tax
rate - be no more than $1.20. I think you ought to
examine that and see if that is what you intend.

The other problem is the fact of the school
leeway in the sense-- There is no ceiling on schcol
levy; in other words, any additional cost in the
school area is by referendum. We haﬁe a problem here
that is in ACR #112 - and that is why I am bringing it
up here - and that is the question of the optional
right to spend more money than the standard that the
State sets. The way the resclution is written, and the
way the Legislation is written, is that a present
expenditure level may be maintained. Our concern
here is that it does not take into consideration any
inflation - the normal changes that go on year after
year. Let me cite that by an illustration. If we
took $1,000 as a standard figure the State might set,
and a community is currently spending $1,200, under
this legislation there would not need to be a referendum
as long as that figure stayed at $1,200 per pupil.
Unless something different has happened in the last
30 or 40 years, that thousand is going to gradually
creep up and reach that $1,200. I don't know the number
of years it will take, but what you are saying to that
district that is spending $1,200 is that that leeway
is really shrinking every year and bringing it down to

the average.
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T don't want to complicete what we are saying
in the Education Committee and get you involved, but
my concern igs this, why is that district at $1,2007?
And the answer may not be gralitv:,it is in what part
of the State it is. We believe that the best way to
taka care of cost of living diffzrences and cost of
services differences is goind t¢ have to be, until we
perfect the data we need for being more objective, through
ileeway. We might be saying to a district in Northern
Jersey, where costs are greater, where the teachers
guality may be better - they are buying teachers at the
top of the scale because they want experienced people -
we may be sayinag to that district,"vou have an inferior
education' because they can't co above that point, S1.200
without a referendum. What we are saying is this,
couldn't that be changed to a percentage above the
standard of 20%, that is what $1,200 is, and that they
can stay there at 20% above the State standard? That's
like a millage allowing someone to vote themselves a
10 millage over the standard, as long as it doesn't
change. So we are asking that you consider that. We
will be talking to the Educatipn Committee along the
same lines on that point.

I have one other point I think should be
brought up and that I think is all that is necessary
except to answer your questions. We appreciate
that between now and the time your Legislative session
is over the biggest job of all is matching revenue
with need. I am just reiterating our concern that this
time and from now on if this package is moving then
the quality of education in New Jersey won't be
conditioned primarily by the local taxpayer: it is
going to be in the hands of the Commissioner of Education
and the Legislature who are going to apparently set
the standard quality. We hope you do as good a job
as the local school boards and taxpayers have done
in the last 20 or 30 years. ’
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I don't think I have to apoiogize fcr the
average educational level in New Jexrsey. New Jersey
has, and always has had, on the average, good schools.
The only sad thing is there are too many schools that
are below average.

ASSEMBLYMAN PERSKIE: Mr. Starkey, what do you
see as the impact of this package of proposals on
the - what we would call the highest caliber schools?

MR. STARKEY: If the courts do not step in
and say that above a certain point ig inequitable
and cannot be tolerated, I would say that provided--

I feel this way, that much ¢f the difference in cost,
much of the difference, maybe a majority of the dif-
ference between communities in the State.,is related

to the areas of the State and the salary - not
necessarily the cost of living but the going rate on
salaries paid, whether it be for a secretary, a bus
driver, a teacher, or anybody else - it relates more
to, perhaps, per capita income in various communities.
There is probably too much differential. I think this
program, given a little time to work and using a leeway,
would be much more equitable than it is now.

ASSEMBLYMAN PERSKIE: All right. I .am concerned
in the direction, not with bringing up the lowest
caliber educational facilities but rather, what, if any,
negative impact there might be on the, what we would
call, the higher caliber schools. I wonder if you can
give me any reaction - if you have any reaction - to
whether or not if this package goes through and the
option to provide excess over State aid is left to
the voters, whether you can give me any reading as to
whether you think many of the communities with the
higher caliber educaticnal facilities now would
voluntarily vote to increase or at least continue where
they are?

MR. STARKEY: I wouldn't predict; it is a
different kind of election than we have had before.
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ASSEMBLYMAN PERSKTE: This whole thing is a
whole different ballgame and we need as much information
as we can get.

MR, STARKEY: I feel this way, if you allow,
according to my testimeny, a district that is now 20%
apove - I am not necessarily saying the gquality 1is
oetter because ot the 20%, it may be that is is just
2osting that much more to produce the same quality,
but i1f we could permit that 20% to be maintained
wit hout a referendum and only require referendum if
a district tried to move, say, to 25%, or some higher
percentage. I think, then, that the districts that
are above in quality will stay there. I think we are
vorried about it, though. if it is a ceiling of a
dollar amount, in which the difference is going to
shrink to zero.

ASSEMBLYMAN PERSKIE: Do you feel that that
kind of a program would tend to impede the extent
to which the higher caliber schools would continue
to search for even higher quality?

MR. STARKEY: I don't think so for this reason,
we are saying to the districts below the State
mandated figure that they may come up to that figure,
and are encouraged to do so, at the rate of 20%, say,
per year. I am sure that if they can do that, the
wide disparity in salaries, let's say, in Southern New

Jersey and Rural New Jersey and the Northern part will

begin to be eliminated and I would think in terms of
being able to seek experienced, quality trained people,
they may be able to attract them much better. In fact
it would be much more attractive to--

ASSEMBLYMAN PERSKIE: Are you saying then this
would tend to increase or decrease the extent to which
the availability of high caliber teachers would tend to
be reflected in the salaries? In other words, if there
are more high caliber teachers attracted because of

the increase at the bottom of the scale, what will this
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do to the schools that are now paying a very high
rate? Won't they have to increase just to keep what
they have?

MR. STARKEY: No, I think the difference is
this, in the past 20 years we have had a shortage of
teachers and one district would have to steal, perhaps,
from another. It doesn't look that way for the next
10 years. So I would assume that given ability to
finance sound salaries in the poor parts of the state
good teachers will be available to fill those jobs.

ASSEMBLYMAN PERSKIE: I don't doubt that.
Again, my concern for the moment is what happens to
the systems in the richer parts of the State that are
now enjoying, in effect, a monopoly amongst the highest
qualified teachers because of the salaries that they
are now paying. This inevitably would have to suffer,
wouldn't it?

MR. STARKEY: Not if you are assuming there is
an ample supply of teachers, and I think there will
be.

ASSEMBLYMAN PERSKIE: Thank you.

ASSEMBLYMAN MANCINI: Mr. Starkey, what has been
the increase, roughly, during the past 5 years on the
average for per pupil cost? In other words, reflecting
on the 834 dollars, or what have we, we actually do
not know what this figure will be if this program is
implemented in 1974, but can just roughly guess.

MR. STARKEY: We have done work in that area
and I think we can give you a prettyaccurate answer.
Not saying what it should be, but on the average, using
the weighting that is proposed in 1272 - we are now in
the year '71-'72 - the figure of $842 is prettyaccurate;
in '72-'73, I'd say a little over $00; in '73-'74, which
is the year I think we are talking about, I would say
again the present cost, using that same method of
weighting, would be around$960. Where the actual cost
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of education, unweicghted. Jjumped frcom '69-'70, to
“70-'71 by $110 per pupil, which was a rather surprising
12% or 13%, the percentage has been dropping every

vear since and I believe vycu will find the figure for
'71-'72 is 10% and looks more like 7% in the future

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

ASSEMBLYMAN MANCINI: Ycu anticipate with the
bigger quantity of teachers available, that this will
continue to go down - this percentage of increase
per puplil cost?

MR. STARKEY: It is hard to say; the inference
you are making, of course-- Yes, in dollar amounts
I think that teachers salaries occupy a big amount in
the budget but for years, percentage wise,we could see
no difference in the increases for teachers' salaries
than for anything else the school buys. they are all
in the same ballpark.

ASSEMBLYMAN MANCINI: Thank you.

ASSEMBLYMAN BEDELL: Thank you very much, sir.

Mr. John T. Ash, Cape May, New Jersey.

JOHN T. A S H: Mr. Chairman, Members of the
Committee, I am John Ash from Mays Landing and I am
speaking today on behalf of the Task Force on Taxation
of the Church and Society Committee of the Synod of
the United Presbyterian Church here in New Jersey.

My statement is in rough form and I do not
have copies for each of you.

The Synod of New Jersey of the United Presby-
terian Church, last October, adopted the following
recommendation. The Synod recorded its deep concern
for comprehensive revision of the tax structure and
revenue distribution system of New Jersey that will
provide for tax equity, tax relief and tax reform.
Since that time our Church and Society Committee
and its task force has studied the issue. At this
time we cannot speak for the Synod itself since it

will not meet until October;, neither can we speak for
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the full committee since its scheduled meeting is not
until next week. Rather with the rush of the time

of the hearings, we are speaking for curselves as

the task force.

We have reviewed the current proposals for
tax changes in light of the desire of the Synod for tax
equity, tax relief, and tax reform. The Task Force
finds itself in full agreement with many of the basics
of the proposed legislation that are intended to
create income elastic tax sources, provide property
tax relief and the State assumption of the various
costs, to enact comprehensive municipal block grant
programs, to enact a graduated personal income tax
and to attempt to move away from the present regressive
tax system that, according to the Tax Policy Committee's
report, is taking 19% of the income of those under
$3,000 and only 5.4% of those over $25,000.

Many people have said, and I am sure you gentle-
men have had well impressed upon you, that the time for
change is now. I don't think, and we don't feel it can
be considered a truism that we must provide for equal
opportunity in education, that we must stop the burden
of the property tax in New Jersey and then do nothing
about it. It is our hope that the necessity for change
can be seen not only in light of certain judicial
mandates that may become law, as in the case of the
Botter decision, but also in terms of the necessity to
brovide a . realistic and fair tax base that can have
some hope of providing funds for State and Local Govern-
ment.

It is also our hope, as you have heard many
times this morning, that the tax package that you now
have before you will not be blocked simply because
there are many special interest and preferential
treatments that are demanding attention and therefore

putting the pressure on you not to support the issue
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of tax reform unless these things are compensated
and changed according to their desires.

Certainly we have every confidence that the
Legislature can put forth a fair program. We would
specifically stress several key points of the
legislation inctroducea Ly the Governor. First, we
concur strongly on the needa fo:r setting maximum
amounts that can be raised by the property tax with-
out speciiic approval by the voters to exceed these
limits, or in the case of the statewide property
tax by constitutional amendment. We see two reasons
for this, one has been dealt with many times, the
confidence of the voter - will there in fact be tax
relief or will there just be one tax piled on another?

Secondly, we feel that statutory and constitu-
tional limits will help produce the guaranteed reduced
role for the property tax in the overall revenue system.
The Tax Policy Committee has offered as its goal that
no more than 1/3 of state and local tax income come
from property taxes. If the proposed limits are maintained,
there is the possibility that this 1/3 can be lowered
even more since the other sources of lncome would continue
to rise..

However, it must not be forgotten that even
with property tax relief, the overall tax system in
New Jersey is still not progressive, as indicated in
table 18 of the first report. In line with these
concerns for property tax limits, the task force is
convinced that the initial municipal block grants
should be mandated for property tax relief, as the
Tax Policy Committee recommended in Chapter 4 of the
third report.

Assembly bill #1275 containing the block grant
program specifies that the funds shall be used for the
maintaining and upgrading of municipal services in
Section 6. The bill, however, does not specify that
such funds shall initially be used for property tax
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relief. It was the intention of the Tax Policy
Committee that the $1.C0 limit for municipal expenditures,
exclusive cf a debt service and the reserve for
uncollected taxes, and the $.50 for county purposes
would be feasible due to the relief possible through
the municipal grant program. Based on the reduction
schedule, the Tax Policy Ccmmittee calculated the re-
sultant tax rates that would be obtained for the 567
municipalities. However, the calculations of the
Committee do not indicate actually which municipalities
would be in excess. of that dellar and fifty cent limit
at the time the legislation went into effect, and if
you study the material it doesn't seem that you can
determine that. There is only some indication even

of what the debt service and the reserve fund of
collected taxes is for selected municipalities.

The report does indicate the net effect of the
reduction of taxes due to the blecck grant but it would
have been helpful to have the actual resultant tax
rates for the municipal operations, exclusive of
debt service and the reserve, in order to see the
comparative cost in property taxes of municipal govern-
ment after the block grant, assuming that the block
grant were used for tax relief .

Nonetheless it can be seen which municipalities
will continue to have a high rate of taxation even
with the proposed block grant and the transfer of
certain functions to the State and even if the block
grant is used for property tax reducation.

I have selected a few cities here which I will
just briefly refer to for comparison; those are the
"big 6" plus some others in the urban northeast
compared with certain districts in Bergen County which
is ocne of our more affluent counties. The municipal
tax rate then - county rates - including debt service

and reserve in places like Newark would be 3.23, Jersey
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City £2.68, Camden $3.25, Trenton $2.78, Paterson $2.47,
however, Bergenfield wouid be $1.22, Englewood $2.06,
Ffairlawn S1.03, Ft. Lee $1.48. There still remains
a large discrepancy in the tax necessarv to finance
municipal government between the older urban centers
and the rmore atfluent communities. And so the issue
confronting the urban centers 1s the extent to which
they will use the block grant for tax relief if it
is not so mandated in either the first or subsequent
years.

Since the need for municipal services and
functions continues so high, the temptation would
be to let the tax rate remain high while using the
block grant for upgrading services. Thus, if the
rate is above the limit initially and permitted to be
so, according to the legislation, it might be permitted
to remain there, if the statutes allow, rather than
lower the taxes. Perhaps a closer interrelationship
of 1299, sections 3 & 5,needs to be taken in conjunction
with 1275, sections 3 & 6.

The task force further believes the statutes
should require limits to be set on the amount that
can be spent for education for each school district.
Legislation introduced reflects the conviction expressed
in the Governor's tax message and I quote, "school
districts which desire to spend more than their present
rate of the State rate established by the Commissioner
of Education may do so without any restrictions as to
the level of spending, subject to the approval of the
local electorate." The Governor continues, "localities
must be permitted to supplement State funds with local
resources as the people from each community determine
the wisest course for the education of their children.
I recognize there are certain unresclved constitutional
differences in this area. Unless judicially mandated

to the contrary, we should not foreclose a district
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where the citizens desire to provide the ultimate
in educational programs."

It is our opinion that such a plan would not
provide for true equal educational opportunity which
is mandated by the constitution in the terms of
providing a thorough and efficient education for
every child in the State. Rather, such local options
would perpetuate the gap that separates the higher
spending districts from the lower ones. It is true
that the cost of education would raise on the average
to the State support level, which is way above the
average spent by a number of districts. But the top
20% to 30% would still be provided with certain
advantages that would propel them beyond the opportunity
afforded the rest of the children. Certainly the
amount spent is not the sole indicator - I think our
previous speaker spoke to that, about spending and
equality, or quality of education - but nonetheless
if you do have more money to spend in one community,
there is some hope. assuming proper management, that
you can produce better quality.

It would have been beneficial, in fact, to
have an estimate of how many districts now below the
State support level would raise their expenditures
in order to capture a part of their share of the
State leeway fund. The Committee's report does not
indicate whether or not it felt there would be such
a large number of districts to the extent they would
have a significant impact on the total cost of education.
The calculatioms on which the need for new monies. are
based, namely those on page 49 of report 3, assume
that the State share of leeway will be limited to
those already spending above the suggested base,
and of course these figures will be out of date by
the time of that implementation.

Furthermore, it would have been useful to have
an estimate of what the overall pupil expenditure
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would be with a base of $8.42. That is, since many
districts will be above that base, what, in fact, would
be the final average ver weighted pupil in the State?
As bkest I can figure. it would be an averadge, on their
calculations.of about $915. As was previously
mentioned, all these fiogures must stand the scrutiny

of reagional cost factors. The value of an $843
education in the Southern Counties would no doubt

be higher than that in the more costly urban Northeast.
The Commissioner, under the prcposed legislation, could
reduce the sum to certain municipalities whose costs
were less than the average and raise those whose costs
were hicher, a leeway from 80% to 120%.

And vet. however, the real distortion in the
averages for monies spent comes in the Northeast itself
where we might assume that cost facteors of operating
a school are somewhat uniform, uniform, say, in the
20 mile radius of Newark. It is in the 6 counties of
that area, Essex, Hudson, Morris, Passaic, Union and
Bergen, that some of the most glaring expenditure
variations occur. These are the counties who have 50%
of the students in the State school system and whose
cost per pupil is generally much higher than that in
the Southern counties. But it is in these counties
where you have some schools who are operating well
below what the average would be now and therefore when
the average will raise, will continue to operate well
below what some of the counterpart communities would
have.

Two issues can be raised, one is in conjunction
with section 4 or 1272, the other with the amount spent
on leeway expenditure. The Commissioner is given the
authority to raise or lower, as I indicated, the average
pupil expenditure per district. For example, it is
easy to see that this may be reduced for the Southern
Counties and raised for the Northern ones. Measured
by the Consumer Price Index and other indices .cost and
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income are lower in the South than in the North. The
Northern Counties in a sense then must spend more to

stay even. It is probable that the Commissioner will
determine the basic State sum for each municipality

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

it be expected that the base cost of education in an
affluent Bergen County suburb would be raised due to
regional cost? If it were then that date would provide--

ASSEMBLYMAN BEDELL: Sir, may I interrupt for
a moment? You are getting rather deeply into legislation
that is not before this committee; it is before the
Education Committee. We are superficially interested
but there is no point in going into any extreme and
in-depth of the wherewithal of that legislation
because it is not under our consideration at this time.

MR. ASH: O0.K. Let me just say that we do
feel that the cost should be limited because when it
is all but impossible for a community to raise its
level of expenditures above the 133%, after which no
State leeway funds are available, this would not have
the same difficulty upon the more highly rateable
rich communities and I think the limits on spending
become very glaring on that, especially when you
consider the communities in the Northeast which have
such a great variation.

We raise these questions, not because we are
not in sympathy with the proposed legislation or the
intent of tax reform, we are very strongly for it,
but we are even more strongly for an equitable and
fair tax system to be devised and implemented at this
time so that, in a few years from now, we don't have
the same questions raised all over again, "what happened
to the money" or "why were we unable to take care of
the kinds of needs we thought we were taking care of?2"

In line with this, it is unfortunate that the

Tax Policy Committee did not provide for the Legislature
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and for the Governor, what the effect of these proposals
would be over a five to ten year period on the income

gap that is predicted for '75 and ‘80. It is unfortunate
they did not run simulations and projections in order

to give as balanced and as accurate a presentation as
possible.

This concludes my testimony on behalf of the
task force of the Church's Society Committee. I would
like to make a personal statement at this time., that
is, my own particular view.

It is generally argued that the State cannot
rely too much on the income tax since it does not have
open to it deficit spending in the manner of the Federal
Government. Consequently, some of the reasoning goes,
the reliance on the income tax cannot be too great
because in the event of an economic down-turn there
will not be sufficient money to carry on existing
programs - personal income will be less, consequently
so will tax collection. It seems to me that this is
part of the reasoning that leads to the recommendation
for the Statewide Property Tax of $1.00 and an income
tax rate that is basically one-half that of New York
State. The proposed rate, according to the Committee's
report would take about 1%% of the personal income of
the residents of the State, an amount about equal to
the proposed amount of the income from the Statewide
Property Tax, somewhat in the neighborhood of $550,000,000.
So, together, they would take about 3% of personal
income with the understanding that part of the State-
wide Property Tax, of course, is borne by business
and commercial interests.

A more important point 1is, for the sake of
argument, when the 3% is divided between property tax
and income tax, the tax is not as progressive as it
would be if it were borne totally out of an income tax.
Comparing figures over the last ten years indicates

the changing economic conditions do not have much to do
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with the amount of income that would be received from
an income tax. The table I have prepared, based on

an equalized valuation and the reported figures for
personal income in New Jgrsey,showsthat the income

that coculd have been raised over a ten-year period

on a,reflecting back, $1.00 property tax and 1%% gross
of personal income - graduated personal income tax - would
produce funds that would, in most instances. be equal
to the funds that would be raised by a State Income Tax
of around 3%. The table shows that if an income tax

of the full New York rate, twice the projected rate,
were enacted there would not be any loss of money that
could be guaranteed by a property tax rather than

an income tax. In fact, a 3.2% income tax would have
raised more money in each of the 10 or the 11 years
from '61 to '71 than the combined taxation and, if we
assume some constant ,20% of this hypothetical dollar,
were:. for commercial and industrial share, a low
percent, it could be deducted from the total tax of
property funds raised and then the raise for the income
tax would not need have been higher over the last 11
years than about 2.86% of personal income. The
progressivity of such a system would be fair and the
elasticity of the income source, as well as its
security, would have provided the necessary balanced
tax structure.

Consequently, if a full income tax rate were
adopted at scmething less than the New York rate, say
2.7% of personal income rather than 3% - or for the
year 1971 a difference of some $103 million to the
taxpayers - this rate of 2.7%, being substituted for
the 1.5% rate would permit the elimination of the
Statewide Property Tax of $1.00. The taxpayer would
then have a total of akout 50% or more in property
tax reduction. It might be argued that the income
tax could always be raised but the property tax
was fixed, etc. That is an argument, I am sure, that will
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go on until the last Legislature closes.

But while the constitution cannot be amended
quite so easily, nonetheless I think we could keep
in check, provided we had the accurate data, the rate
at which the income tax is levied.

It was somewhat personally dismaying to me
that in the end the Committee, and subsequently the
Governor, opted for a tax revision that was still
not progressive. Table 536, summary 5 table, indicates
that there is a substantial shift in the progressivity
index but the Committee opted for a system that is
basically proportional rather than progressive.

It is my hope, and my belief, that our tax
system should be progressive, not regressive or even
proportioned. Thank you.

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

ASSEMBLYMAN BEDELL: That is my error.

ASSEMBLYMAN PERSKIE: No, I think it is the
address listed there.

ASSEMBLYMAN BEDELL: Thank you very much, sir.

I will ncw call wupon Mr. Charles Marciante,
President, New Jersey State AFL-CIO, Trenton, New Jersey.
CHARLE S MARCTIANTE: Mr. Chairman, my
name is Charles Marciante, President of the New Jersey
AFL-CIO and I'd like to thank the Committee at this
time for giving me the permission to appear.

First off I'd like to congratulate the Committee
for the durability they have shown throughout the
various hearings.

The State AFL-CIO had a committee that looked

into the recommendations of the State Tax Policy Committee
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and also had a very short time to review the recom-
mendations of the Governcr which he made following
the Committee's report.

Our purpose here today is to reiterate the
position of our organization. You have the copy of
the report that has been submitted to our convention
and also a resolution that was adopted at our convention.
So, without trying on your patience I would like to
begin on page 8 of that and list our objections to
the tax proposal. With your permission, at the bottom
of the page: Thus ,in conclusion,we recommend the
fellowing, that although we recommend the need for
more tax income and a general revision of our State's
tax structure, we should oppose the propcsed tax
program for the following major reasons:

1. There should be no windfali for business and
industry at the expense of the personal taxpayer,
either now or at any time in the future. Taxes on
business and industry should be increased proportionately
with the taxes on individuals and preferably through
the same income tax law.

2. There should be no new tax of any kind unless
there is first adopted a constitutional amendment
guaranteeing that there will be no increase in any
such new, or any existing, broad base tax. What we
are saying, in effect, is go back to the people by
referendum.

3. Landlords of whatever rental housing unit may
exist should not profit from tax reduction, for which
they are now charging their tenants, at any time now
or in the future, either wholly or in part.

4. No perscnal income tax should be imposed on any
individual or family unit whose income 1is not above
the poverty level.

Now wit . your permission I would like to

review those four points and sort of outline to you
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some of the reasons for these recommencations. I

think it is fairly well recognized that over the

years big business, banks, insurance companies, through
legislative action have received tax concessions. We
don't feel that these should be further improved, since
they already - a majoritv of the larger industries

and your banks and insurance companies - do enjoy a
priviliged status at the present time.

On the second point, the idea of having a
guarantee, we feel, is of the utmost importance
if there is to be an income tax,and the earliest
possible date that a guarantee could be put into the
constitution would be January 1 of 1974 because you
would have to go through this legislature with action
taken by the body in its entirety. Also, in 1973
they would have to do the same thing, approve the
constitutional guarantee and then, of course, submit
it to the electorate in November of 1973 to become
effective in January of 1974. We feel that the
guarantee is probably the most important thing that
we can rely on.

With regard to point three, our resolution
which was adopted at convention and is not spelled out
in the third point that was presented in the report -our
Executive Board took the action that protections to
the tenant be guaranteed by an adequate form of rent
control. Now I understand those who are speaking
for tenants are saying that they will accept the
package as it is and they say that is the realistic
approach. We feel the realistic approach is through
some form of rent control.

The other part that disturbes us with regard
to the proposal . rental units is that rental units
of three or less avz tax exempt: they don't come under
the provisions of the proposal. Now we realize that
40% of our State's citizens live in rental units, and then
when you begin to break down the units of three or less,
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I think you will find, although I don't have those
figures, unfortunately. that the higher percentage

of that 40% of our State’'s citizens do live in units
of three or less and we feel that these people who
own these units, in many cases slumlords. should not
be exempt from coverage of the act.

Our fourth point, no personal income tax
should be imposed on any individual or family unit
whose income is not above the poverty level - The
poverty level cannot be in a fixed figure because,
as we know, the cost of living goes up annually. We
feel that some provision should be made to - if
possible through the Bureau of labor Statistics -
annually determine the poverty level so that these
people's incomes, or what money they do receive, will
not be affected.

We have listed our objections and we find that
if these objections are met, our problem will very,
very, quickly subside.

I would like to point out one item and it has
been mentioned in the press. This may not be the
place to mention it but I would like to express it,
that the labor movement in New Jersey is being charged
with the defeat of an income tax. This same argument
was used in 1966 and I must state at this time that
in 1966 the newspapers were entirely wrong, for most
of you who served in the Legislature at that time
knew that it was the action of political leaders on
Legislators that stopped that tax reform. This time
we are running into the same thing. Having worked
in the Lagislature and knowing the temper of the
Legislature, that temper was hardly-- I would even venture to
call it lukewarm towards the imposition of an income tax.
T happen to know, as a matter of fact, that it was quite
cool. That is, of course, the reason for you people

conducting these hearings, not only today but for the
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many weeks that you have been conductinc them, to find
out what the temper of the pecnle is, and their
opinions. We have expressed ours in the report that

was givan to our convention and the adoption of the
resolution, which you have before you, at the convention
and, incidentally, it was adopted unanimously.

That concludes the testimony that we have for
presentation today.

ASSEMBLYMAN BEDELL: Thank you, sir. Would
you remain seated and answer guestions from the
Committee?

Assemblyman Apy?

ASSEMBLYMAN APY: Unfortunately, I have not
had an opportunity before now to review the text of
the report that was adopted apparently in Atlantic
City by the Executive Committee, as I understand it.

Looking at it quickly though, I see one state-
ment that I wonder if you can amplify for me. It
says that the sales tax amendment proposed is going to
include a sales tax on work clothes. Can you tell me
the basis for that? What section of the bill is that
in?

MR. MARCIANTE: Could you give me the page,
please?

ASSEMBLYMAN APY: On page 3, toward the top,
in the first paragraph, in the factual statement that
was presented to your group. by your Committee, under
Mr. Murphy's signature, I believe, the statement is
made, "while the sales tax remains at 5% (although
it is broadened to include such tings as work clothes)
there is nothing to stop its increase next year."

I had not been aware of the fact that the sales
tax 2s recommended in the legislation was being
broadened to include work clothes.

MR. MARCIANTE: We have not had an opportunity
to review the 54 bills nor the 36l-page tax proposal

and regulations. However, I think the reference here--
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that recommendation was made by the Tax Policy Com-
mittee. The Governor's recommendation, of course

was to wipe that out ~ the idea of a sales tax on

work clothes. You will find that stated,I believe,
Assemblyman, back on page eight,point one. On May 18th
the Governor came out with his own tax program. It is
essentially the same as the Committee program with some
differences ~ number one, the sales tax on clothing
would be eliminated.

ASSEMBLYMAN PERSKIE: Page 7.

ASSEMBLYMAN APY: I picked that up. Well now,
directing your attention to that particular change,
you are in favor of that change?

MR. MARCIANTE: Yes. Our points of objection,
sir, are listed, as you will see, where I quoted beginning
on page 9, actually, and running those four points.

ASSEMBLYMAN APY: On page 7, being you directed
my attention to it, there is a reference to a collection
of $800 million more for a three-year period which
is the time period being used in the proposed legislation
for the windfall, if there is to be a windfall - in
other words, 100% excess gains tax. Where did the
$800 million figure come from?

MR. MARCIANTE: It was an approximation on the
$285 million that was so touted about publicly by
the Senator from Middlesex.

ASSEMBLYMAN APY: Right. But you have not,
yourself, verified the figures?

MR. MARCIANTE: We have had an expert look
into the figures and he found them to be conceivably
much higher than the $285 although we have not released
any type of figures, we sort of went along with them.

ASSEMBLYMAN APY: Do you think you could make
those figures available to the Committee so we would
have the opportunity to check them?

MR. MARCIANTE: I would be very happy to.

ASSEMBLYMAN APY: Would you try to get them to
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us within the next couple of days?

We have asked all those who have testified
who have had the opportunity to have statisticians
work on this, to submit them to us so that we can
cross check themwith the information we have.

Another gquestion that T had: I understand the
position about the problem at the end of the three years
but I don't understand, really, why you feel that the
excess gains tax would no* eliminate any possible wind-
fall during that three-year period.

MR. MARCIANTE: Why it would not eliminate a
windfall? I don't understand the question.

ASSEMBLYMAN APY: Well,the theory of the excess
gains tax is to eliminate any possible windfall.

MR. MARCIANTE: Correct.

ASSEMBLYMAN APY: Now, why isn't that going to
work?

MR. MARCIANTE: Why won't it work?

ASSEMBLYMAN APY: Yes.

MR. MARCIANTE: After the three-year period?

ASSEMBLYMAN APY: No, during the three-year
period. It will work during the three-year period.

MR. MARCIANTE: Certainly it would work--

ASSEMBLYMAN APY: There is no disagreement on that?

MR. MARCIANTE: No.

ASSEMBLYMAN APY: O.K. Now I understand your
explanation on your analysis of rental units, although
I was sort of surprised to hear that you felt that
most were in the three-family and below the 40%. I
would have felt there were more multiple family ones ,
but in any event, apparently yocu don't feel that the
potential windfall to landlcrds has been eliminated
by the provision of the return back tc the tenants?

MR. MARCIANTE: That is correct. Particularly
on those of three or less.

ASSEMBLYMAN APY: Well, it wouldn't completely
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on those of three or less.

MR, MARCIANTE: Yes.

ASSEMBLYMAN APY: What about those in the
category that do fall within the definition?

MR. MARCIANTE: We feel that they should not
be exempt from the excess gains either after the three-
year period.

ASSEMBLYMAN APY: All right, well what about
during the three-year period?

MR. MARCIANTE: During the three-year period
it is fine:; you know they are going to be paying that
to the State. But certainly when they come under that
relief we are sort of dubious whether they will make
that saving that they will receive reflect on the rents
that these people have to pay.

ASSEMBLYMAN APY: It would help us, I think, then
if you could perhaps review, in more detail, the bill
that spells out these provisions for insuring the
return, to suggest ways to us if the bill does not
accomplish this because I think many share this concern.
If the bill does not accomplish a guaranteed return to
the tenant of any windfall to the landlord, we would
appreciate any suggestions on ways that that legislation
can be tightened up to accomplish this, as opposed to
rent control which is another broad area of principle.

I mean, directing your attention to these specific
bills, other organizations have been able - perhaps

you were here this morning and you heard other organiza-
tions testify that have gone through all of these

bills and have been able tc do this, bill, by bill,

by bill, making specific suggestions - and it would
help us if you could do the same thing.

MR. MARCIANTE: We have, Assemblyman. We are
beginning - we haven't concluded, of course, but we have
begun a study into each legislative bill and where we
feel changes are to be made,we will certainly offer

them as amendments to the legislation for consideration.
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ASSEMBLYMAN APY: The reason I suggest that is
that, of course, nobody knows what is going to happen
to the package; however, it would seem everyone has
an interest, if they are interested in a particular
bill, in seeing, if the bill does come out to the
floor and is adopted, that it has in it those things
which bring about the end result that they are looking
for.

I have another quick question on the initial
remarks of your Special Committee's Report. The statement
is made at the very beginning, on the first page,
second line, that no bills of substance have been
introduced to carry out the Committee's program -
referring to the Sears Committee Program. I recognize
that this is a conclusion and a value judgment as
to what is a bill of substance. My question is, in light
of the fact that the main thrust of the Sears Committee
report is in the package of legislation, how the con-
clusion was reached that no bills of substance had
been introduced to carry out the Committee's program?

MR. MARCIANTE: We did not have in our possession,
and I don't believe there were tax bills prepared,
when this report was submitted to me. I received
this report on the Friday prior to, the Friday afternoon
prior to the opening of our convention, which would be
May 27th or 26th, I am not sure which date it was, and
we had no bill in our possession at that time. When
the Committee attempted to get the bills, they had
not been printed.

ASSEMBLYMAN APY: Many of the bills were not
printed until toward the end of May; that's right.

MR. MARCIANTE: Yes, and we did not have them
in our possession and that is the reason for the
statement in here.

ASSEMBLYMAN APY: I realize you had a problem,
with the convention coming up and you wanted to
consider the legislation. We have all had this particular
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problem.and ,o0f course, we all want reactions to be based
on the realities of the legislation introduced. 1In
addition to what I have already said about appreciating
your suggestions on specific bills, I am wondering if
the Committee that initially introduced this - the
Special Tax Committee - is going to be, or has met
since the convention or is it going to be meeting

again this week, now that these are available,so that
they can review them further?

MR. MARCIANTE: We held a meeting on Wednesday
of this week. We will hold a meeting at noon on
Monday and there will be a number of meetings scheduled
before the Legislature reconvenes.

ASSEMBLYMAN APY: Right. So there is a possibility
then of further supplemental reports from you about this?

MR. MARCIANTE: Oh, yes, we will guarantee it.

ASSEMBLYMAN APY: O0.K. fine, thank you.

ASSEMBLYMAN BEDELL: Assemblyman Vreeland?

ASSEMBLYMAN VREELAND: I was just going to ask
Mr. Marciante about the landlords and the rental
housing which he has as number three here, because
I recall that Mr. Aranow, who is the President of the
New Jersey Tenants' Association, . testified
before our committee that the Association felt now,
since the changes, as recommended by the Governor in
the proposal, that they favored it. But I think Mr.
Apy has brought this out and Mr. Marciante has answered
his questions. I have nothing further.

ASSEMBLYMAN BEDELL: I have one question, Mr.
Marciante, it is a point of interest to this Committee.
We have read in the newspapers where representatives
of your organization and the Governor were supposed
to have gotten together following your convention
to attempt to resolve your differences and we certainly
want to be aware of what information we might be able
to glean from you as to what took place, if the meeting
took place, if you are at liberty to tell us, sir.
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MR. MARCTANTE: So far the newspapers have
been telling when we are meeting. We do have a meeting
scheduled for 12:30 on Monday.

ASSEMBLYMAN BEDELL: Thank you, Mr. Marciante.

Mr Robert FORREY Executive Vice-President
of the New Jersey Bankers Association.

ROBERT FORREY: Mr. Chairman and members
of the Committee, I am Robert C Forrey, Executive Vice
President of the New Jersey Bankers Association of
Princeton. I know you have had a long day and T will
try to be brief and summarize the contents of this,
about the last half of which--

ASSEMBLYMAN BEDELL: We will be very grateful, sir,
at this point.

ASSEMBLYMAN APY: You don't think you can just e
say for or against and go home. do you?

(Laughter)

MR. FORREY: Our Association supports the
principles of tax equality and tax uniformity on all the
individuals and corporations in the State. We outlined
ti1s position before tihiis Committee at a hearing inh
September 1969 on the County Bank Stock Tax, a tax
whicih was doubled in February of 1970 I think you
will remember. To depart for a moment, I was surprised
at Mr. Marciante's comment about the privileged status
of banks, I think the sole wrivilege we have had is to
have our tax doubled which is not shared by any other
vody i1n recent years.

Cu page 3 we point out a Peat, Marwick study
wiiicih showed in detail that banks are being taxed 60%
higher than ather corporations doing business in New
Jersey and 16 times as much in state taxes as savings
and loan associations and savings banks and I think
prokably in this 50 bill package it would be hard to
fird an incrcase T taxes that would be doubled, as

curs wag 1in Fcoruary 1970.
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In brief, on business taxation, our Association
recommends that all present business taxes in New Jersey
be repealed and that they be replaced by a simple
State income tax which is a set percentage of the
Federal income tax applied to all companies, corporate
and unincorporated, business and financial. Of course,
religious, educational and other non-profit corporations
wo11ld continue to be exempt. That has been our basic
philosophy within our Association.

Now T would like to turn to the package of
tax bills that are presently before this Committee
and to discuss particularly, and I hope briefly, 1251,
1285, 1286 and 1301.

As you know, Assembly bill 1251 wowld amend
the New Jersey Sales and Use Tax. It would change the
approach dramatically by making all services subject
to the Sales Tax unless they are specifically exempted,
and there is quite a list of services that are exempt.

The bill would bring under the sales tax "all
services, professional and otherwise" except as other-
wise provided by the act. There is no definition of
"services." What is a "service" will be left to
regulation by the Division of Taxation, or ultimately
to the decision of a court. The scope of activities
which could thus be brought into the sales tax field
through the inclusion of the serxrvice concept is very
broad.

We suggest certain services should be exempt
from taxation under the tax in the interest of
fairness and to avoid the loss of business and jobs in
New Jersey.

It appears that this bill would apply the
Sales tax to charges for the handling of checking
and savings accounts by banks and other institutions
in New Jersecy. Such a Tax would be self-defeating

and could result in the transfer of many checking
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accounts to Pennsylvania and New York. We understand
that in New York City an amendment to the city sales
tax would have reached deposit accounts and the
provision was rejected on the ground that it would
result in the flight of checking accounts out of the
city. With our thousands of New Jersey residents
working in New York and Pennsylvania or living near
there, there could be a wholesale flight of accounts
to those states.

In addition, we feel that applying the tax
to deposit accounts would be regressive. it would
fall only on the poor and people in lower income
categories - those without the means or the income to
maintain deposit balances above the minimum level
for immunity from service charges.

We urge that this bill be amended to exempt
charges of every nature imposed upon deposit accounts,
whether they are demand, savings,or time.

The dollar impact of such a tax on a bank
deposit account would be small, but we are convinced
that the outrage of New Jersey citizens when they find
sales taxes levied on their checking and savings
accounts would cause them to move their accounts to
New York and Pennsylvania. Both of these States have
Sales taxes but they don't apply the tax to deposit
account charges. In fact. we were unable to find any
State in the country where Sales Taxes were applied
to such services.

Now, also under A-1251, it appears that
the sales tax would be imposed on receipts for services
rendered by executors and administrators of decedents'
estates, by guardians, trustees, and similar fiduciaries.
The tax would be payable whether the services are
performed by an individual or corporate fiduciary, and
of course it is a tax imposed on the beneficiary of the
fiduciary assets. Therefore the family of a decedent

would not only pay a transfer inheritance tax. and,
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as proposed under A-1250, a tax on ths income of an
estate, but under this bill, ha would also pay a
sales tax on the fees and commissicrs for services
in administering the fiduciary assets.

A guardian administering assets for the benefit
of a minor or incompetent would be required to collect
a sales tax on the fees for performing these services,
while the minor or incompetent would also pay the
additional income tax impcsed by A-1250. We note that
sales of property by a mortician are exempt under section
8 (q) while charges for fiduciary services would be
subject to the sales tax.

'We are afraid that the proposed tax would represent
a clear inducement to New Jersey residents to appoint a
New York or Pennsylvania fiduciary for inter vivos
trusts. One example would be a New Jersey bank that
just got two S$1 million living trusts and we computed
that the tax would be $500 onn each of these, each year,
and we feel without question that would be enough to
cause these two trusts, as anexample, to go back to
New York City. N

We submit that those upon whom this tax burden
falls are already subject to substantial tax impact.

We urge that receipts for services rendered by
fiduciaries, and in an agency capacity, be exempted
from the sales tax. Fiduciary services are not subject
to the sales tax in either New York or Pennsylvania
and, again, we have been unable to find any State

in the Country in which such fiduciary services are
subject to a tax.

Another point, it is not clear whether the
duties of transfer agents and registrars in connection
with securities would constitute "services" taxable
under this bill. The services rendered by transfer
agents and registrars can be performed in one State
as well as another and if they are faced with a sales
tax the corporate entity cculd very easily select
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a transfer agent or registrar in some other state.
This kind of tax, we think, would ba self-defeating
and could be easily avoided, to the detriment

of the transfer agents and registrars of New Jersey.
At a time when wa,and cur State Administrxation too,
are seeking to attract to New Jersey firms engaged in
the securities business and compete with the virtual
monopoly enjoyed in New York, we submit that a tax

on transfer agents and registrar services is contrary
to this competitive position. Again, this is not a tax
on them, it is a tax on our customers. '

Again, we hasten to point out that there would
not be any tax savings at all to banks in the exemptions
that we are suggesting from the Sales Tax. These
exemptions would benefit lower income families, widows
and orphans, and we believe they would help insure
equality of taxation. They would also prevent the loss
of business and jcbs to New York and Pennsylvania
where each of these services is exempt from the Sales
Tax.

I would now like to turn briefly to the "excess
gains" taxes, 1285, 1286 and 1301. In the interest
of time we will just summarize our recommendations.

We have attached a detailed letter to counsel to the
Governor, spelling out the situation.

Briefly, there is no uniformity at all among
the three bills. Even the definition of excess gains
itself differs among the bills. The formula for
imposing excess gains tax differs; 1285 and 1286 say
one thing and 1305 says another. No two of the three
bills have the same provision on real property which
is occupied by tenants. 130l has a special provision
benefiting municipalities where the real property
tax rate exceeds the State average by 25% or more
and the other two do not.

All three of these bills have a common object.
It would seem that the laws intended to achieve that
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object should be consistent with one another but they
are really completely inconsistent.

For these reasons, we urge that banks, financial
businesses, general businesses, corporations, building
and loan associations, savings and loan associations,
savings banks and credit unions all be brought under
the provisions of Assembly bill 1301. Automatically
all would receive equal treatment in sharing a common
burden and it would remove all of the problems of
differing impact.

~ We have tried to analyze all of the 50 bill
package. It has been difficult in such a short period
0of time to comment on all of them. We have commented
on all of those which we feel are important and have
tried to point out inconsistencies and unequal tax
burdens. We have tried to recaommend changes for
uniformity and to aviod the flight of business from
our State. We would appreciate it, if the Committee
were willing, to permit us to file, early next week,
specific amendatory language which, if adopted, would
carry out these recommendations. |

I have appreciated this opportunity to appear
before the Committee.

ASSEMBLYMAN BEDELL: We'd appreciate your doing
so, sir.

Assemblyman Apy? ’

ASSEMBLYMAN APY: I might say, if you didn't
get them in until the end of the week I don't expect
that we will be acting on 58 bills between now and the
end of the week so that you are on pretty safe grounds.

| Let me ask you this, on 1251, the gist of your
observations, are they based essentially on the problem
of the definition of services?

MR. FORREY: Yes, as well as the philosophy.
In the past all sales were subject to tax unless
specifically exempt. All services were exempt unless

specifically included. Now they have gone the other
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way and all service would be included unless they are
spelled out specifically as being exempt.

ASSEMBLYMAN APY: Right. So that would it be
fair to say what you have done is try to cover every
conceivable situation that might be included and
in your outline of possible ramifications of the bill
as it now stands--

MR. FORREY: ©No, actually there are many more
and there are perhaps a dozen that banks would have
to levy that we have left out because we see no
compelling reason for their exemption.

In other words, we have analyzed all the im-
pacts we can see ourselves that would particularly
affect banking services but we are only mentioning those
whare we feel thare isa compelling reason for exemption.

ASSEMBLYMAN APY: Insofar as the public interest
is concerned?

MR. FORREY: That's right. There are perhaps
a dozen others that we have not mentioned.

ASSEMBLYMAN APY: We would iikg 4o know, of course.
the other 12 when you are able to submit your suggestions.
MR, FORREY: Just for example, armored car

service, computer service, commissions on utility
bills, sales of imprinted check books. premium items,
safe deposit, safe keeping, they are an example.

ASSEMBLYMAN APY: We have a tax on safe
deposit boxes now.

MR. FORREY: That's right, that would be con-
tinued, it is already there.

Commitment fees, appraisal fees, inspection
fees, 1in connection with real property there are a
substantial number of services for which fees are
billed and apparently they would all be caught and
included under tu» sales tax. If that is the will of
the State. we wcvld agree.

ASSEMBLYMAN APY: Assemblyman Foran said
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if you get those amendments in we would appreciate

it, plus if you come across any technical deficiencies,
submit them to us with copies to the composers of the
bill on the Governor's staff. As you indicated, it
would be helpful.

ASSEMBLYMAN BEDELL: Assemblyman Schluter.

ASSEMBLYMAN SCHLUTER: Mr. Forrey, did yo.
or your group testify before the Sears Committee as
to your feelings about a piggy-back tax?

MR. FORREY: We-~- Our then President did
present a brief statement before one of the task forces
of the Sears Committee.

ASSEMBLYMAN SCHLUTER: Did it include your
advocacy of that type of approach? You talked about
a general income tax--

MR, FORREY: We had a problem at that time
because - of Section 5219 of the U. S. Statutes on
National Banks. At the moment, under Federal Law,

a probibition against a tax that is part net worth

and part income would have been prohibited. This
would have created a problem for us. We were thinking
before that date of including banks under the

existing Business Corporation Tax and we thought
perhaps at some time this would change but it appears
that this may continue for some years. So for that
reason we subsequently turned to suggesting a straight
income tax. Earlier we were suggesting including
banks under the existing Business Corporation Tax.

ASSEMBLYMAN SCHLUTER: Business Franchise Tax.

MR. FORREY: It appears year after year #5219
continues, and we feel this is a fair approach anyway,
based on ability to pay. We did testify urging a
switch to an income base but not specifically piggy-
backing it on the Federal Tax.

ASSEMBLYMAN SCHLUTER: Mr. Forrey, in the
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various services which you point out., you have fears
they might be subject to the sales tax. Have you
checked with the Division of Taxation if it was their
intent. number one, or if they included those in their
calculaticns as to the revenue produced by this package?

MR. FORREY: We did check this week and it is
our feeling that they were unaware that these services
were included - checking accounts and fiduciary. They
may have been aware of the problem, I think they were
with transfer agents and registrars but the other two
matters, I think, wgre newly brought to their attention
this week.

ASSEMBLYMAN SCHLUTER: Would you say then that
you raised a new point and this conceivably had not
been contemplated by the framers of this package?

MR. FORREY: Yes, I think that is true.

ASSEMBLYMAN SCHLUTER: Thank you.

ASSEMBLYMAN BEDELL: Assemblyman Vreeland.

ASSEMBLYMAN VREELAND: Mr. Chairman, I Jjust
have one question of Mr. Forrey. I am reading the
forward here as to the position of the Bankers Association,
and I may not understand it tco well. What I am trying
to find out 1is, does the New Jersey Bankers Association
endorse the Governor's tax proposal with the exception
of these three bills that you mentioned here?

MR. FORREY: Not specifically.

ASSEMBLYMAN VREELAND: Not specifically.

MR, FORREY: Our President on May 17th said that
revision of New Jersey's tax structure is a particularly
vexing problem facing our State and a refoxrm program
that would provide for tax equality on beth individuals
and businesses is extremely important. We have indicated
what our feelings are about a fair impost on corporations,
He also said that the need for prompt action in the
personal income tax area is clear and refers to the
court decision which seems to make some change in our
existing tax structure necessary. He further stated
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that two basic methods have been proposed, a statewide
personal income tax and a statewide uniform real
property tax and neither would appear to meet the

test of the court decision.

ASSEMBLYMAN VREELAND: I think the question
is,does the Bankers Association endorse those three
alternatives, the‘income tax, the property tax - the
state property tax - and the local tax?

" MR. FORREY: I think you can't say we endorse the
combination. What we say is,either or both would
accomplish the problem of tax equality which the
court decision says is necessary.

ASSEMBLYMAN VREELAND: Thank you.

ASSEMBLYMAN BEDELL: Thank you very much, sir.

ASSEMBLYMAN APY: I have confidence in bankers
who are cautious. '

ASSEMBLYMAN BEDELL: Mrs Dorothy Lewis, New
Jersey Mobile Home Owners Association.

Mrs. Lewis, may I say as a preface to your testi-
mdny that we have heard from 21 individuals whose
main point of comment was mobile homes and trailer
parks. We have spoken to over 200 people in Ocean
County. So I would hope in the interest of the time
allotted to us, you won't give us the entire history
of your criticism but rather synopsize your point because
we have heard this thing until we were getting to the
point where we were having an adverse reaction to these
things if we heard any more about it.

MR S. DOROTHY LEWIS: I am going to
speak directly to 1261 concerning the taxation of
mobile homes.

As you can see in the written testimony, I am
the Administrative Director of the Mobile Home Owners
Associaﬁion of New Jersey. This is a Home Owners
Association separafe from the dealers and the park
operators.

I would respectfully submit that 1261 is an
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inadequate bill with no safeguards for the mobile home-
owner.

First, as stated, the only excluded vehicles are
"camper type mohkile homes mounted and transported
wholly upon the body of a self propelled vehicle."

This would not include travel trailers being used as
recreatiaon vehicles being towed by an automobile and
requiring a motor vehicle registration, Any unit 8 ft.
wide and 33 ft., or less, in length is considered a
travel trailer. "

We recommend an amendment to exclude travel
trailers from the real property definition,

Secondly. there is no indication as to the
method of assessment to be used to evaluate the mobile
home. If the purchase price is used the owner would
be taxed on the sales commissicn, sales tax
and furniture.

Using the "Official Mobile Home Market Report"
Biue Bock would be inadequate as many mobile homes are
custom made and therefore not included in this publication.

We would suggest the bill contain a specific
statement as to the method of mobile home assessment,

A possible method may be to use the purchase price as

a base with a set percentage deducted to allow for the
commission, sales tax and furniture, A statement of an
annual percentage to be deducted for a period of five
years should be included to allow for the depreciated
value of the mobile home.

Thirdly., it is unfair to assess the tax to the
park owners rather than directly to the mobile homeowner.
The park owner must act as tax collector and be responsible
for the taxes by having a lien upon his property if they
are not paid.

Diverting from the written testimony. this
makes the property tax arn indirect tax on the mobile

homeowner. just as the fee now assessed by many

44A



municipalities is such a tax.

We feel the mobile homeowner should be responsible
directly for his tax. A statement verifying the pay-
ment of taxes could be required before a permit would
be issued by the State to allow the mobile home to be
moved to another area.

Fourth, the senior citizen deductions were
included in the bill but a veterans' deduction was
not included, as it is on real property at the present
time.

We recommend the senior citizen and veterans'
tax deductions be included. and, in addition, this
should be based oh the real property tax deducticn
rather than on the personal income tax.- it precludes
that the personal income tax will be in effect in this
bill.

Fifth, and perhaps most important, there is no
guarantee in this bill to prohibit local municipalities
levying additional fees and assessments on the mobile
homeowner or park owner, nor is there a requirement
to éliminate current local fees and assessments against
the mobile homeowner and/cr park owner.

We would recommend a specific control be
included in this bill to prohibit double taxation by
these methods in local municipalities.

Again may I divert by adding that this bill
can only be effective if the mobile home is removed
from motor vehicle status and determined to be real
estate, even thbugh in most locations they are on
reﬁtalrbremiSes.

I would like to offer my thanks to the Committee
and offer the assistance of the Executive Committee
of the MHOA to the Taxation Committee in the interest
of fair taxation to mokile homeowners.

. ASSEMBLYMAN BEDELL: Mrs. Lewis, I'd like to
say thank you because we have been dealing extensively
with testimony on this problem, you have summed up all
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of the reservations about the existing legislation
with brevity and very precisely. It was a very, very,
well done report.

The only thing I would like to add, and we
added this at the other places we appeared with regarc
to this, and that is that the Committee has had a
bill covering mobile homes before it prior to the
advent of these proposals. We do believe at this
time that our bill is superior but yet not good
enough for us to bring out of committee. That bill
is being sponsored - the main sponsor is Assemblyman
Perskie here. Do you want to make comment on it, sir?
I would be very happy to have you do so,

ASSEMBLYMAN PERSKIE: My comment is that for the
firet time-~- Wg have been working on my bill
since February and I see this as the first time that
I have had some suggestions or proposals that make
any legislation in this area workable or feasible.

I'd like to express my gratitude. I am very dissatisfied
with bill 1261. I have been getting a lot of mail on

it, but I could never figure out why I didn't get any
mail on Assembly bill 697. I got one letter from the
State League of Municipalities which was in favor and
that was it. But we didn't let the bill out of this
Committee because it was insufficient with respect

to the administrative provisions. I think these
suggestions are very workable and I am hopeful that

we can put them into effect.

I might note, just by parenthesis, that I am
particularly interested in what you note as recom-
mendation number 5. It has been my opinion all along
that the licensing by the municipalities is illegal
anyway.

MRS. LEWIS: I am not referring to the license
on the business or the park owner, this is the additional

fee assessed per square---
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ASSEMBLYMAN PERSKIE: That is what I am refering
to and I think that it is the consensus of this
Committee, particularly those who have considered my
bill previously, that any legislation that would serve
to tax mobile homes as real estate would also involve,
by definition, a prohibition against any type of
licensing or fee taxation.

MRS. LEWIS: Currently there is no control
on those fees and the municipalities can raise them
at any time within two months,with an ordinance.

ASSEMBLYMAN PERSKIE: We have discussed this
matter extensively and there is some debate as to
whether or not those fees are even constitutional.

MRS. LEWIS: They have been in existence
for a long while.

ASSEMBLYMAN PERSKIE: I have nothing further.

ASSEMBLYMAN BEDELL: Thank you very much.

The Committee is going to take a 10 minute
break, a recess for 10 minutes.

The next speaker will be Mr. Frank Haines,

New Jersey Taxpayers Association.

(recess)
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(After recess)

ASSEMBLYMAN BEDFLIL: We wil  :esum@ the e oing.

The Committee will call Mr. Frank Haines, New
Jersey Taxpayers Association.

FRANK W. HA IYN E S: My name is Frank W. Haines.
I am Executive Director of the New Jersey Taxpayers Associ-
ation. With me is the Association's Director of Research,
Maurice S. Shier.

The Association was organized in 1930 as a non-profit,
non-partisan governmental research organization devoted to
governmental efficiency and economy at all levels. Oux
role is one of fact gathering, analysis and interpretation,
and public dissemination of the results of the research.

The Association's platform and program has long con-
tained a statement recognizing need for improvement in ad-
ministration of the property tax, maintenance of a healthy
and competitive State economy, and in recent years, concern
for the desirability for reforming the State-local tax
system and providing local property tax relief.

In the 1972 Platform and Program, the Association
stated:

"Relief in the local property tax deserves high
priority for action. Efforts toward a solution must include
both tax reform and governmental reform, or the inevitable
result will be a higher total tax burden without correction
of existing inequities. Properly planned and implemented
reforms are the key to local property tax relief."

Rising property taxation and discriminatory assess-
ment have involved our staff frequently over the past two
decades in searching for ways to achieve more equitable
assessing procedures. We were involved also in developing
alternatives to court-mandated true value assessment of
real and personal property. Thus Association policy
adopted years ago concerning improvement of property tax
administration and various types of property, is appropriate
today in evaluating tax reform as recommended by the
Governor's Tax Policy Committee.
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MJTA's Tax Study

In an oriainal studv released last Octeher, "Financing ilev Jersgy §tate
and Local Government - The [iajor Probiem", the “ew Jersey Taxravers Assog1at1on
concluded that tax reform and property tax relief were absolutely essent1a1.for the
long-term economic viability of the State. The Association's Report recoan1zgd the
basic approaches available to reduce the local property tax burden -- State aid,
State shared taxes, State assumption of functions provided at the county and
municipal level, and property tax exemptions or deductions. While each one of these
approaches has been utilized in small measure, none has been successful in checking

the growth of the local property tax.

The Association recognized further that broad-based taxation could
provide property tax relief if other reforms were also implemented. It would be
unfortunate if the last major untapped tax were enacted for the sole purpose of
financing increased State government expenditures.

Points of NJTA and State Tax Policy Committee Agreement

The Association in its review of the Tax Policy Committee's voluminous
Report noted that many of the Committee's recommendations vere similar to earlier
recommendations by NJTA in its study. The Tax Policy Committee, like NJTA,
recognized serious inequities that need correction and uraed equitable sharing of
the costs of government without undue reliance on a single tax source.

The Mew Jersey Taxpayers Association is in agreement with most of the
major recommendations of the Tax Policy Committee. NJTA concurs on the following
12 major points:

-- Transfer of the cost of elementary-secondary education (current
expense), vocational education, welfare, judiciary and county tax boards from the
municipal and county level to the State.

-- Use of a municipal block grant program and State payments in lieu of
taxes to be applied directly as offsets to property tax levies.

-- Property tax rate limits on municipalities and counties and limits on
education cost increases.

-~ Senior Citizens' tax relief in a manner other than by limited reduction
of the property tax provided in current law.

-- Repeal of veterans property tax deduction. The veterans deduction is
discriminatory both on veterans who are non-property taxpayers, on non-veteran
property taxpayers, as well as on veterans themselves. It has cost Mew Jersey
property taxpayers nearly $200 million since 1964, while benefitting only a minority
of the group. Further, veterans who received bonuses in other states from which
they entered the service may qualify for the Mew Jersey deduction.

-- Repeal of the unincorporated business tax, the retail gross receipts
tax, and the restoration of the sales tax exemption on business machinery and
equipment.
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inclusion of the imputed value of public utility personal property in
the base for allocating county taxes.

Tightening the farmland assessment law.

Encouragement of regionalization of municipal services and consolidation
of governmental units with financial incentives. The Association would have
preferred stronger more far-reaching recommendations concerning local government
regionalization and consolidation than those made by the Tax Policy Committee.
Opportunities for property tax savings and efficiencies are lost unless there is
greater action in this area.

-- Imposition of a package of taxes including the personal income tax,
statewide property tax, business taxes and broadening the sales tax base to finance
the proposed cost transfers at the State level, and consequently overall reduction
of the property tax.

-- Revision of procedures and improvement of property tax administration.
NJTA views reform of property tax administration as an absolute necessity to insure
fair, equitable consistent treatment for all property taxpayers as the State looks
to a statewide property tax. Even though the total yield of the property tax should
be significantly reduced under the Reform proposal, the local property tax together
with the State property tax will still be the single largest tax in the overall
State-local system, and will necessitate the highest degree of uniformity in
assessment and equalization possible.

The Association views Assembly Mo. 1288, drafted but not yet introduced,
as a major component of property tax administrative reform. The bill would create
regional assessing districts and provide for appointment of qualified full-time
assessors by the State Director of Taxation. This bill is essential to insure
equitable tax treatment in administering the statewide property tax.

-- Establishment of a simplified property tax appeals procedure in which
an individual assessment ratio exceeding a common level range of & 10% of the
district's average assessment ratio shall be substantial evidence of a correct
assessment. (Assembly Mo. 1266 provides this procedure, but uses a + 15% deviation.)

NJTA Exceptions to Tax Policy Committee Recommendations

There are certain aspects of the Tax Policy Committee's Report with which
the Association does not agree. These recommendations, in our opinion, do not meet
the test of fairness and equity and will be detrimental to the lonqgterm economic
health of Mew Jersey.

The Association for many years has favored repeal of the tax on business
personal property because it places the State at a competitive disadvantage with
its neighboring states. Accordingly, NJTA not only disagrees with the proposed
increase in business personal property taxation (Assembly No. 1257), but prefers
that the tax be repealed.

The Association also questions the advisability of modifying the corporate
income tax by adding the so-called “throwback” rule. The provision would be felt
most heavily by manufacturers who export the bulk of their products out-of-state.
The change introduces the threat of double taxation.

The Association did not agree with removal of the sales tax exemption
on the sale of clothing and the vast broadening of the sales tax on services without
any clear understanding of the full ramification of the impact of the proposal.
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Another area of difference in agreement is that of "site value" taxation .
(Assembly Concurrent Resolution ilo. 111 and Assembly Mo. 1300). The Association
questions the usefulness of the method as a fiscal tool for cities in New Jersey
particularly in light of the proposed cost transfers and limited information on
which to base a sound judament.

NJTA Position on Governor's Proqgram

The Association aqrees with those portions of Governor Cahill's program
that implement the Tax Policy Committee recommendations on which we have commented.

However, the Association is opposed to enactment of the various so-called
"excess gains" taxes which the Governor proposes. Inequitable taxation is a cancer
affecting all taxpayers in !lew Jersey. To assert that a particular group of taxpayers

in one municipality would be treated fairly and another group of taxpayers in the
same municipality would receive a "tax windfall" is a distortion of the concept of
fairness and uniformity for all. Use of "excess gains" taxation is in effect
creating classes of real property taxpayers for the purpose of taxation at differing
rates, a principle which the Association has long opposed.

The municipal block grant (Assembly Mo. 1275) and the in-lieu payments
bills (Assembly Mos. 1269, 1274 and 1298) fail to require a municipality recipient
to use the funds as a direct offset to property tax levies as recommended in the
Tax Policy Report. The absence of this provision not only lessens the maximum
Fossibility for property tax relief but practically quarantees added spending.

urthermore, it is in contradiction to the tax reform goal of reducing property
taxes.

It must be recognized that the proposed municipal and county limits are
on tax rates, thus the limits will not be guaranteed deterrents to spending or
property tax levy increases. Growth in property valuations and non-property tax
revenues will provide for increased budgets and expenditures without tax rate
ihgcreases. Although favoring limitations either on rates, appropriations or
property tax levies, the Association has doubts about the desirability of defining
limits and procedures for school tax levies in the Constitution (Assembly Concurrent
Resolution MNo. 112).

Examples of Bills Requiring Amendment

Many of the bills in the tax package need modification to clear up
technical and procedural discrepancies as well as to clarify intent. Here are
several examples.

1. The vagueness- of certain sections of the sales tax bill, Assembly Mo.
1251, leaves the reader in doubt. For example, in the broad language covering
taxation of services, would all financial transactions regarding money be taxed,
such as bank deposits, purchase and sale of securities and bonds where the broker
is the mediator between buyer and seller, installment credit service charges, and
other services where a consideration is given? Delineation in the law of the
services to be taxed would place the decision on what would be taxed on the Legis-
lature rather than the tax administrator through administrative regulation.
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2. The Association is concerned with various definitions used in the
bills to compute equaiized valuations and effective rates of tax and with certain
procedures in relation to the statewide tax and reduction of school levies.

a. lle question whether there are provisions to cover inclusion of the
statewide property tax (Assembly Mo. 1252) in levying taxes on added and omitted
assessments, and whether there is need to specify disposition of the State portion
of such taxes.

b. Use of the current year's assessments in the tax base for the state-
wide property tax after the transition period, rather than the Oct. 1 base, would
provide a significantly higher yield from the tax.

¢. There are a number of municipalities in the State in which State
business personal property replacement taxes or public utility gross receipts and
franchise taxes have been transferred in the municipal budget from the municipality
to the school district in order to offset school taxes. There is the likelihood With

State assumption of school current expense costs, that revenues previously
transferred to the school district may exceed the school tax levy. Our staff finds
no provision in the bills for the municipality to apply miscellaneous revenues as

an offset to the statewide property tax levy in such municipalities to reduce taxes,
and suggests that such enabling amendment be considered.

3. Although the Association does not favor the excess gains bills, it
wishes to point out many problems with the legislation. The language in Section 3-d
of Assembly Nos. 1285, 1286 and 1297 is different in each bill. Further it questions
why Assembly Mos. 1285, 1286 or 1297 should not have a provision similar to that
provided in Assembly No. 1305 which gives credits or rebates to tenants of landlords
pursuant to Assembly No. 1301 in certain high tax rate municipalities.

NJTA suggests review of the procedure for calculating the "effective
tax rate" mentioned in Assembly No. 1301 using the apportionment valuation (Column
11 of the Abstract of Ratables). Apportionment valuation includes an imputed value
of State-taxed business personal property, true value of railroad property, and
under Assembly Mo. 1260, would add the imputed value of public utility property.
Mone of those three classes of property pay taxes at the local property tax rate.

4. Assembly Mo. 1298 requiring State payments in lieu of taxes, provides
for calculation of a payment on the combined municipal and county portions of the
rate. It does not specify whether it is intended that the municipality pay to the
county its apportioned share of the rate. It is suggested that the intent of the
bill be determined so as to clarify whether the county will share in the tax payments.
Please note Attorney General's opinion F. 0. 124, No. 2, relating to distribution of
payments in lieu of taxes in the Round Valley and Spruce Run Acts of 1956 and 1958
respectively, which stated that municipalities should pay the apportioned share to
the county (and school district) under R.S. 58:20-5 and 58:20-6.

5: Although general discussion of transfer of welfare, judicial, and tax
board functions to State financing might imply State assumption of all costs relat-
ing to those functions, the Association does not find this to be the case.

a. In Assembly Mo. 1292, the municipality would still be responsible for
25 per cent of the costs of certain medical services for certain welfare clients.

b. The several bills providing for State assumption of county courts
and tax board salaries and operating costs do not provide for reimbursement to
counties of office space and office equipment provided by the county.
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c. In Assembly Ho. 1288, it should be noted that although appointment of
district assessors would be by the State, municipalities would continue to be
responsible for the salaries and operating costs of the district assessor's offices.

6. In Assembly ilo. 1269 which provides for taxation of regional school
district property, we question the necessity for this payment when all or part of
the bill would probably be paid by the State in its assumption of current expense
costs. It is suggested that such payment apply only when the regional school
district's property is located outside of the school district's boundaries.

As indicated from the above random comments, the Association sees the
necessity of extensive review and amendment of many bills in the proposed legisla-
tive package. NJTA questions whether it is practical or feasible to modify them for
decision within the suggested timetable. If a vote is essential in the next few
weeks, it may have to be based on the conceptual philosophy of the bills, with
subsequent detailed review by legislative committees, together with administrators
and bill drafting technicians.

Conclusion

The alternatives of inaction on the problem of tax reform should be
carefully weighed. The llew Jersey Taxpayers Association recently wrote to all
memoers of the Legislature pointing out the recent rapid expansion of the State
budget and frequent tax increases, as well as new taxes imposed to balance it.

As indicated earlier in this statement, NJTA is concerned that delay in enacting
this tax reform program will ultimately resuit in use of the personal income tax
and increases in other taxes to finance State spending without property tax relief.

The Association urges that the Legislature consider this question:
"Where will the State be going tax-wise, if the essential elements of a tax reform
program are not adopted in the near future?"

The Association wishes to acknowledge publicly its admiration for the
members of the Tax Policy Committee who worked long and diligently to produce their
monumental report, and for the Governor for his forthrightness in presenting his
program of reform. NJTA also wishes to commend you gentlemen of the Committee for
your fortitude in holding extensive public hearings throughout which you have been
extremely polite and patient.

YWe urge continued unrelenting effort in the achievement of a better New
Jersey tax system. It will be most unfortunate if everyone's work has been in vain.

Thank you for allowring us to appear before you today and present our
reaction, opinions, and views on the State's number one problem.
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ASSEMBLYMAN BEDELL: Thank you very much. sir.

Assemblyman Perskie.

ASSEMBLYMAN PERSKIE: Mr. Haines, did I under-
stand you to express cpposition to the proposal that the
income from municipal beonds would be subject to the income
tax?

MR. HAINES: No. This was not ours. We had this
called to our attenticn this mcrning just as we were
leaving the office, by telephone. It was expressed by
some municipal officials and we have not had chance to
really check this out. We're under the impression that
since they are exempt at the Federal they bhe taked by the
State.

ASSEMBLYMAN PERSKIE: All right. I don't want to be
in a position of appearing as the sponsor or attorney for
the defense on this propesal but I am obligated to indicate
to you that under the bill the interest and dividend income
of New Jersey municipal bonds would enjoy an exemption
from taxation under this proposal. However, the dividend
income from bonds of other states ox other municipalities
would not.

MR, HAINES: Then the gentleman who informed us
had not had an opportunity to read the bill and I should
withdraw that comment from the record. If that's the
case, I apologize if we missed it.

ASSEMBLYMAN PERSKIE: That's all. Thank you.

ASSEMBLYMAN BEDELL: One brief question. I
know you have done some extensive work, your organization
has done some extensive work in trying to analyze the
proposition before us. Even considering the dozen or so
bills which might constitute the main thrust of this
legislation. in light of the time schedule placed upon
the Legislature. this Committee particularly. to analyze
and prepare for flcocor action these. say some dozen, bills.
do you think we have ample time toc justifiably do the job
that might be required. six?
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MR. HAINES: This is a tough oné for me to
answer, sir, because I don't know how much time you
gentlemen in the Legislature are prepared to spend.

ASSEMBLYMAN BEDELL: I'm just asking for an
opinion, as a person who has expertise in fiscal
matters. We are supposed to go into session on the 15th
and be there until the 4th of July.

MR. HAINES: This is a personal opinion. Let me
say that, as one who has attemptedvto read all of the
" bills, except this one, - and I tried to skim over this -
and in trying to do a summary which we have done on 16
pages - just to read them, without attempting to analyze
them, has been a significant task. I would be very
frustrated if I were oh a very restricted timetable and
had to make decisions based on a five-volume study plus
all the rest of this.

As I say, you have far more extensive staff
available to you than we do and I don'‘t know how much time
you gentlemen of the Legislature are prepared to give in
the next month or so, less than a month, to try to arrive
at a decision. But regardless of whatever it is, it's a
tremendous task. I will not deny that one bit.

ASSEMBLYMAN BEDELL: I would hope you have a
bigger staff than we do, not in quality necessarily but
at least in quantity. I wish to impress upon you that we
don't have much of a staff. What we have is good.

MR, HAINES: Well, let me say, you have a lot more
than we do. |

ASSEMBLYMAN BEDELL: Thank you, sir.

ASSEMBLYMAN PERSKIE: It has been suggested by
some, with reference to how much time we have, that we
have all summer, hasn't it?

ASSEMBLYMAN BEDELL: Yes.

MR. HAINES: Thank you, sir. Let me say that
‘any'tiﬁe'we can be of assistance in answering any of

these questions as we see them, we would be very pleased
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to do so, either individualliy or cumulatively.

ASSEMBLYMAN BEDELL: We may take you up on that
offer, sir.

Thank you.

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

WALTER W. S ALMON: Gentlemen: My name

is Walter W. Salmon. I am the President of the Association
of Municipal Assessors of New Jersey, and I feel like I'm
ten years old after trying to follow Saul Wolfe and Russ
Wilson. I came from a big family and the first one up

was the best dressed. So I don'‘t know what I can add to
what they have already said.

However, I am going to cut my remarks down. I
told Assemblyman Apy that I could do it in three minutes
and he said, "Fine." So, I'll start at the bottom of
page two.

Of primary importance in the administration of the
assessment program is Assembly Bill No. 1288. The purpose
of the bill is to empower the Director of the Division of
Taxation to establish taxing districts; to appoint District
Assessors, and approve of Deputy Assessors in a districts
to require qualification of assessing officials; and to
mandate certain other requirements. Problem areas in the
bill can be noted as follows:

1. The Assessors Association and the Director have
been attempting to determine the definition and/or the
composition of a taxing district. Neither has been able
to present a workable solution.

2. Under the bill it has been interpreted that
every position of assessor will be abolished, and be sub-
ject to appeintment by the Director.

3. Funding of the position of District Assessors
or Deputy Assessor as appointed, is a municipal responsi-
bility as stated in the bill. Municipal funding of this
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office is one of the short-comings of administration of
the assessment office. 1In most cases it has not been
possible to secure adequate compensation for an Assessor
to make it full time and neither has it been pcssible to
hava most municipalities teo properly staff an office in
order that the function may be strengthened and profess-
ionalized te the degree that the Assessors believe weuld
be satisfactory te, and reccgnized by members of the
Legislature and the general public.

Inasmuch as A-1288 presents a picture of confusion,
limitation, opposition to some present legislation, we
strongly recommend that A-1288 be held in Committee until
such time as the Committee on Taxation of the Assembly,
the Director of the Divisicn of Taxation, and representa-
tives of the Association of Municipal Assesscrs have an
oppertunity to mutually express alternatives.

‘ Further, A-1264 and 1265, should be rewritten. We
see no valid reason to impose on the County Boaikrds of
Taxation a requisite of one attorney-at-law and two other
members, or two attorneys-at-law and three others. Questions
of points of law at this level are quickly expressed by
fee attorneys representing clients in appeals cases. It
is the consensus of opinion that members of County Boards
of Taxation must be qualified under P.L. 1967, C-44. And
I think that you recognize that that's the certification
law of the Assessor.

A-1265 should have reinstated in its wording, the
requirement to record procedures in appeals cases, and then
become law. ,

A-1252 is an act imposing a State tax of $1.00 per
$100 of equalized value, etc. The equalized value of $1.00
at an equalized rate of 80% amounts to $1.25. Therefore,
the municipality must raise additional moneys to pay the
additional 25¢. There is no provision in the bill for a
reduction in payments to the State based on ratables that
may be reduced because of fire,vdemolition, errors, oOr
reduction by appeal.
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Cur i ttees ard our Legel 3dvisars are of one
unpiased opinign. thet boing thet Tax Reform must be
kased on sﬁ@ﬂ Leg&g}at@v& birils ©o prcotect and serve all
CANPAYLLE aL{¥Q« 5; 15 also our opinion that of the
tayrtasn bik}i ’gglyzed. vory few have any resemblance
g the rncgmmggQ@tgﬂps ol the Tax Pnlicy Coomittee Report.
it ehe ¥@Qéﬁ of %@mkni$tration of the properiyv tax.

W ;paﬁgﬁgge canneoy. commit curselves to approval
oF. dl@gpprovai of the Tax Refgorm Package. but do commit
ourgalves to fhe gk of equitable. workable legislation.

We Q@ qa; feel that thie is either the time or the
pigre to bripg Refgye you our determinations and/cr cpinions
of the Cammittgg*g rgqgmmendatiﬂns orn Appeals as nocted in
Chapiey 10 gR the §$9Q§t, Ii 18 our gincere hope that such
will by mgre ginggggiy atudied, in ordex thal the purpose
of taxation pg mQ¥ e fully served and preserved

The whglg pyrpoge ~f cur appearance here tcday is
to dg@gnsgg$sa QY gingery concarxn over pgnding legislation
thet wil] un qbtgdjy adveysely affect the Administration
of the Assesgnent Egnczign, and in some respact erase some
of the preseat lgvy ﬁha; demands equity in taxation. My
cloging cgmment 1§ Qre that haz already been published:
“yhig salf—defgating pgttern of dzclining ratables. fol-
logwed by fleeing buginess firms. followed by rising tax
rates. must pg stQppgd beforg it spreads ewgn further than
it already hgﬁ inﬁ@ our growing suburbs.” The author of
that wag Wiljiam T. Cahill. Governor.

We fg&} that thgre are many things and wg would
hope that we qoulg bg efforded a 30 day pgriod in which
we could tg;y vith ghe Director of the Division of
Tifation ¢ anplvze thesp bills and see 1f we can't come
up with smmg q@gg ggrkeble propositicn,

We hg&;§wg-that i3 agnod many of the kiills there
are a ion oF !ggg perte: we feel in some of them ithere is
bad legigletign® in sowe - we aiready have legislaiion
covaring ? QQQQ Qigy ¢f the bilis. And we can’'t understand
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why we should upset good legislation in favor of scme
that is likely to water down the propertv tax administra-
tion or the assessment administration function. So, if
you will, gentlemwen, I would like to be able to report to
my Associaticn and my Committee that we do have a 30 day
period in which te analyze the bills and come back to you
at a later date.

Laet me ocontinue. One of the big problems - Mr.
Glaser has charged us with the responsibility of creating
a taxing district. Well. we have analyzed both Gloucester
County and Burlington County and, believe me. what would
work in one county cannot work in another. However, it's
quite possible to make districts within a framework of. let's
say. Jline items, population and ratables. For instance, we
can take three municipalities in Burliington County. put
them together and create a district which wouldn't encompass
more than maybe 12 or 15 miles and they would have sufficient
line items to keep an assessor. plus help, busy. But yet
if we take Washington Township and Woodland Township - I
think it's Washington and Woodland - there are just under
200 square miles in the area and in the 1970 census there
were fewer than 600 homes. So somewhere along the line we
have to come up with some reasonable criteria on what would
create a district. And for that reason and since we have
been asked by Mr. Glaser to do it, I am sure that his
schedule is just as busy as ours, and I would ask if we
could have 30 days before we come back, or whatever you
can give us.

ASSEMBLYMAN BEDELL: I'‘m not sure that the decision
to do so is entirely the decision of this Committee, sir.
As you may be aware. we are scheduled to meet again, that
is the Legislature. on the 15th of this month and continue
in session until, I think, July 4th. or around that time,
and during that period of time the sponsors of this
legislation - it is their intention to get the main thrust
of the legislation at least on the floor during that period

59 A



of time. We ourselves may not have 30 days in which to
deliberate; in fact. I'm sure we won t have it 1% thifs

is one cf the bills that the sponsor wishes to move during
that pexiod of time; if it is nc¢t, then both you and we
weould benefit from the time we would have tc give these
particular bills further consideration. But T am not

sure that we have the sole decision over the time

schedule at this time.

‘MR: SALMON: We don't want to do anything - in
other werds, as I've already said, we are neither for
nor against, so we don’t want to delay whatever acticn
is to be taken. But we do Teel very strongly that if these
bills are pushed along with the package. as has happened
so many times, then it's almost impossible to get a bill
changed at a later date. For this reason. - well, if you
want to make it a shorter time and meet with the Taxation
Committee of the Assembly and the Director. we would be
glad to. We've spent months on it now and we might just
as well go broke doing the whole works,

ASSEMBLYMAN BEDELL: Well., as I say., sir. we would
probably desire, very much desire, that is the Committee,
far more time than we are going to be allotted to con-
sider these bills. If we do have the time. we'd cortainly
appreciate your report as quickly as it can be dispatched
to us, but we have no real control over the time schedule
or the posting of bills in this House for voting. It
is not within this Committee's province. We more or less
find ourselves victims also of the time schedule. T wish
I could extend to you that privilege. I know it wouid
be very beneficial to you and tc us.

MR, SALMON: Well., we're always available There
are a nymber of us - Saul Welfe. Jim Reeves. and myself,
we'‘re always available fcr a discussicn if you felt you
wanted to discuss any cof the administrative bills and we

would be glad to meet with you.
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ASSEMBLYMAN BEDELL: We may very well take you
up on that.

MR. SALMON: All right. My address is on the
letterhead.

ASSEMBLYMAN BEDELL: Thank you.

Any questicns by the Committee?

ASSEMBLYMAN FORAN: I would just like to
compliment you on astuteness in picking up that little
point of the lawyers being on the County Tax Board. That's
my feeling exactly.

ASSEMBLYMAN PERSKIE: There are some of us on this
Committee who might think that perhaps it might be a good
idea to have all three of the members of the County Tax
Bcard as attorneys.

ASSEMBLYMAN BEDELL: Mr. Vrxeeland?

ASSEMBLYMAN VREELAND: The cnly thing I want to say,
Mr, Chairman, is I think the point that Mr. Salmon is making
about more time - I think it‘s a good one and I think
probably if he gets in touch with Mr. DeKorte and the
Governor's Counsel they could probably work this out, the
Association, with those gentlemen. I think they could
probably do that.

MR. SALMON: Well, we don't feel that these
particular bills, like 1280, would have any bearing on
it at all. But before these bills are made into law, they
should be clarified.

ASSEMBLYMAN BEDELL: This is what we're attempting
to do now. sir, to get from the sponsor and the Speaker
which bills they want to entertain first.

MR. SALMON: Make ours last.

Thank you very much, gentlemen.

ASSEMBLYMAN BEDELL: Thank you very much, sir.

I would like to call upon Mrs. Doris W. Dealaman,
Somerset County Fresholder and lst Vice President of the
New Jersey Association of Chosen Freeholders.

I am very pleased to have the opportunity to make

this introduction. having been a former Freeholder myself.
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DORTS W. DEALAMAN: We thank vou.
gontlamen, for this oppertunity. We alsm. in the
intarast of time and because you have our written state-
ment before. will be as biwisf as we can,

We are delight=d with the unanimity of cpinion
from Tha Tax Peolicy Commission concerning the transfer
of walfare and cou-zcosts to the State Government.. These
are major arcas of fiscal responsibilityv on the part of
the counties at this particular time and we honestly
frel that in both instances neot only would the transfar
f &

it aiso would make for more equitable distribution of the

8]

he funding make for mora efficient administration.

cost.
Let ‘s examine the waifare situation. New Jersey

is one of the few states which rely primaraly on local

governmeant units for the distribution of welfare funds and
U

i

i

services. It 1 r counties which bear the major
financial burden for New Jersey wnlfare services at the
iocal level, in the amnunt of $66.5 miilicn doilars in 1971.

Counties and municipalities must fund their share of
welfore costs from their own revenus sources. In New
Jersaey thais has but cne result, an ever increasing rate
in tha iccal property tax to raise th=ase miliions of dollars
for welfare assistance programs. With the State's assump-
ticn of the remaining local share of welfare costs there
will be an immediate and in some cases a significant re-
duction in the local property tax rates, Welfare costs
arountad to nearly 16% of the total revenues raised by
the County Purpos2 Tax in 1971. The State's ability to
fund walfare programs from ncn-property tax asources will
ensure that welfare will not ceontinue to be a burden on
the local tax rate.

I will not belaber the point by citing statistics
to justify and eapport the State’'s assvnption of welfare
assistance and administration cests. You have the research
vork ¢f the Tax Policy Committee shcwing these ceosts and
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their effects availablie to you. There is only on2
possible conciusion, we feel, from this overwhelming
evidence ,welfare has leng since ceased to be a justifi-
able local responsibility. Tt is clearly impossible for
oul counties and municipalities alone to affect the root
causes of welfare. just as it is becoming increasingly
impossible for them to continue funding welfare assistance
prcgrams from the local preperty tax.

In addition, welfare is being recognized as a
federal problem, recognition which we, incidentally,
feel is long overdue. We view the State's assumption of
ocur remaining iocal welfare responsibility as an interim
‘measure until the full federalization of welfare is a
reality. Local units of government and even the State are,
as we have indicated., unable to effect all the necessary
policies which can reach the root causes of cur welfare
. prcblem. It 18 a national prcblem requiring concerted

action on a national level. Until this is done we can
. only hope to keep pace with the ever increasing ®st burden
of welfare assistance programs.

The judicial function of county government is
another case of fiscal responsibility being placed, we
feel, at the wrong governmental level. The judicial system
is a state responsibility by constitutional mandate and yet
the counties expended over $30 million last year in support
of the courts and allied offices of the Prosecutor and
Probation Department.

Parenthetically, may I note that in the material
that we have been able to receive, we do not yet find
bills relative to the transfer of the Prosecutor's cost.
Either we have not been able to get it or it is still in
the works.

ASSEMBLYMAN PERSKIE: It's there.

MRS. DEALAMAN: All right. We'll look for it
again. Thank you.

The Courts are totally under State jurisdiction and

administrative control. The State's assumption of these
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court costs will place them at the proper level.

Again, there is a great deal of evidence for the
transfer of court funding. The Tax Policy Committee's
report gives a sound, reasoned argument for such action,
showing this transfer to make sense from any viewpoint.
It will help reduce the property tax; it is a recognition
of the State's responsibility for the court system:; it
will permit better coordination and planning in criminal
justice and it offers the possibility of reduced future
expenses via a coordinated State Probation Services system
reducing recidivism.

We, as well as the New Jersey Taxpayers Association,
and the County and Municipal Government Study Commission,
advocate the State's recognition of its responsibility for
the court system by undertaking the complete funding of
our court system.

We are concerned, may I add, with the lack of
finding what kind of fiscal relief we might be able to
expect in terms of the provision of space. This has
become a major problem for most of our counties as our
judicial system grows. We would like to hope that that
might be considered.

Gentlemen, you are in a position to perform a
great service to the people and counties of New Jersey.
Through the transfer of welfare and court function from
counties to the State you will remove nearly $100 million
from the property tax rolls, as of 1971, and place them
at a level better able to absorb the costs involved. We
urge your favorable consideration towards the legislation
which will accomplish this. '

We would also like to comment on another bill of
this tax package, Assembly Bill No. 1290, the State Aid
Road Act of 1972. This bill provides, as you know, state
aid to counties and municipalities for road projccts.
Section 10 of this Act includes a provision which we feel

is unjustly discriminatory in its limiting of total state
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participation to only 50% of county road projects while
allowing up to 75% for municipal projects. The perpetu-
ation of this unequal treatment. can only have serious
consequences for the over 6700 miles of county roads 1n
our State. An easy answer Lo this is that ithe revenue
base of counties is far larger than that of municipalities
but. is it in reallty? Counties have responsibility for
funding a great number of service areas at a much higher
expenditure level than municipalities are capable of doing
but they must also use the property tax to generate their
funds. Counties alone do not have the necessary funds to
accomplish all their responsibilities.

In addition, the Interstate Road System will rely
heavily on county roads as connectors and feeders. This
will undoubtedly result in increased expenditures by
counties to maintain these roads due to what we have
already seen, the heavy increases in traffic load. There
will also be a need for considerable construction work for
overpasses and access areas to the Interstate Roads.

Our Association is on record as advocating the
State support of county road projects to a maximum of 75%
of the total cost of such projects. 1In view of similar
treatment for municipalities and especially in view of the
county's increasing role in transportation systems, we feel
justified in requesting that this bill be amended to reflect
this recognition of the county's need by providing equal
treatment for both our levels of local government.

Thank you very much. If there are any questions
I can answer for you, I would be happy to do so.

ASSEMBLYMAN BEDELL: Yes. Assemblyman Perskie.

ASSEMBLYMAN PERSKIE: I just wanted to point out
that the bill in question, about the Prosecutors. is
Assembly Bill 1304.

MRS. DEALAMAN: Thank you very much.

ASSEMBLYMAN VREELAND: Mr. Chairman, I notice
that the Association of Chosen Freeholders, through Mrs.
Dealaman and her report, have endorsed certain aspects of

65 A



the propcsal . “and 1 think my question is as a matter
of infoiﬁatldh‘to this Committee - Has the Associaticn
of Chosen Freeholders endorsed the Governor s Tax
’proposal as“a 'whole? o '

*" MRS. DEALAMAN.; You mean as a total package9

ASSEMBLYMAN VREELAND' That s rlght.

' MRS. DEALAMAN: We have not yet. ‘And I hate to
be relteratlng what other people havo 'said. We have not
yet’been able to review the total package. The two
aspects of the package that we are endorsing - the
assumption of welfdre costs and the assumption “of ‘court
costs - were part of ocur ten point législative program
as of last September. ‘We are just delighted to see them
plcked up, - ' ‘ : ; '

"~ ASSEMBLYMAN VREELAND: In other words. you haven't
"made any décision as to ‘the total -package. s
’ ‘MRS DEALAMAN:: That's correct. -
"ASSEMBLYMAN VREELAND: Thank you.
ASSEMBLYMAN BEDELL: Tharnk you.

" Mr. Robert Woodford, New Jersey Manufacturers
‘Association. ’ C
RO©BERT" WOODFORD: Gentlemen, I will
- abbreviate my remwarks -on some sections. '

] "I-‘am Robewt Woodford, Assistant Secrétary of New
" Jersey ‘Manufacturers Association. appearing on behalf of
the members of the ‘Association, as’a result of ‘the work
of ‘séveral committees and our Governing Bdard on this
issue. As I am sure you are aware, we participatéd in
the Tax-Policy Committee Study and have been very emphat-
ically ‘in favor of a revision in thé tax 1aws that would
result in Yéliéf of property taxF o

Our objectives have been twofeld. ‘First of all,
we feel that the reconstruction of the cities in New
Jéersey - which is an important first-priority item - 1s
‘impossiBle while ‘the impediments ‘of extremely’ high
' ‘propertyitakes €ontinue. " Secondly,: we feel that New
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Jersey can, in fact, have a scunder, more uniform
system of taxation which would give us the type of
system which would create additional jobs for a rapidly
growing population.

We presented three statements tc the Tax Policy
Committee on various aspects of the tax program. Ore
of the things that we said was that despite the fact that
in the past the business community has found the personal
income tax rather unpalatable, we recognized that major
substantial tax reform can only be accomplished if the
personal income tax is in fact a major part of the program
of replacement revenue.

Now in May of 1971 we indicated our suppert for a
personal income tax tiéd to a program of property tax
relief and we set forth three conditions: First, that
there be a substantial property tax relief and that the
funds raised not be used for simple expansion of State
programs; secondly, we indicated that the programs to
relieve local property taxes must be designed in such a
manner as to guarantee the durability of relief; and
third, we indicated that expenditure controls would have
to be built into the proposed programs to safeguard
the expenditure of aid monies.

A review of the Governor's proposals has led us
to conclude that the proposed program of property tax
relief does, in fact, provide substantial property tax
relief. We also feel reasonably assured that the program
provides safeguards on the use of State aid and restraints
on expenditures continuing tc be financed through the
local property tax. In addition, we fully support the
reforms in administration of the property tax that the
Tax Policy Committee recommended and for which the
Governor has indicated his support.

We did not have at the time of our study Assembly
Bill 1288 available to review the extent to which the

Governor has, in fact, picked up the recommendations of
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the Tax Policy Committee. We did, however, favor all
the recommendations of the Tax Policy Committee in
regard to assessment and appeal procedures.

While we support the program side of the Governor's
proposals, we cannot support certain elements in the tax
program. Now, the elements that we do not support are:

(1) Assembly Bill 1301, the excess gains surtax. We

were particularly disturbed by this bill which imposes an
excess gains surtax on all businesses, other than regulated
companies and residential lessors. Under A-1301 businesses
would pay an excess gains surtax at the rate of 100% of any
decrease in tax liability in 1974, 1975 and 1976 as com-
pared with liability that would have resulted in those
years under 1973 taxes and tax rates. The taxes compared
for the purposes of determining excess gains taxes, I am
sure you are all aware of and I will not go into the
details.

It is important to note precisely who are subjected
to the tax imposed by A-1301 and who will not be subjected
to it. Commercial and industrial businesses located in
communities with equalized property tax rates that exceed
the Statewide average effective property tax rate by 25%
or more in 1973 are exempted from the provisions of A-1301.
Since the provisions of A-1301 offset increases in business
taxes against decreases in business taxes in determining
whether a so-called excess gain exists, commercial and
industrial business for whom corporation and business
personal property tax increases exceed tax relief will not
pay an excess gains tax.

The burden of the excess gains surtax will fall
solely on businesses that are less profitable, marginal or
suffering an income loss and who happen to be located in a
community whose property tax rate in 1973 did not exceed
the Statewide average property tax rate by 25%. The
decision to deny property tax relief to those businesses

with the poorest earning records certainly cannot be
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defended on grounds of equity. Nor does the perpetuation
of an excessive tax burden on thege businesses serve to
stimulate their growth or encourage the creation of new
job opportunities to cffset this State's high rate of
unemployment.

Industrial and commercial businesses will e faced
with increased taxes on their income and perscnal property
as well as new sales taxes on an array of business services
which are presently untaxed. Consequently, a large
majority of industrial and commercial businesses and, in
fact, in our experience, every industrial business with whom
we have had contact will pay increased taxes under the
Governor's Master Plan for Tax Reform. The effort to
deny relief to the mwmaining minority of the commercial
and industrial businesses through A-1301 is truly an effort
to deny uniform and equitable treatment to such taxpayers.

We also oppose the provision of the Tax Policy
Committee recommendation, which the Governor has endorsed,
to tax entire contracts of construction rather than
construction materials only. While this change will
simplify administration of this portion of the sales tax,
it will also more than double the amount of sales taxes
paid on construction. The attempt to fashion the means of

roperty tax relief should not lead us to devise a tax
system which deters growth in our economic base.

The rapid rate of population growth in New Jersey
necessitates significant expansion in housing facilities
and in the business base needed to provide our citizens with
employment and a high standard of living. A 5% tax on alil
costs of construction will clearly discourage the expansion
of business facilities. It will also counteract the effect
of property tax relief in stimulating other kinds of
construction.

In a great many communities, the sales tax on
construction will raise mortgage costs by more than

property tax relief will lower tdax costs.
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Therefore, the increased sales tax burden on
construction will discourage growth in our economic base
and impede the construction of new housing: which are two
objectives of property tax reform:; therefore, we must oppose
the passage of this portion of the Governor's tax program.

In addition, an item which is minor in its dollar
consequence but major to certain types of industry, - the
Tax Policy Committee's recommendation that the sales tax
exemption for sales of chemicals and catalysts used to
induce or cause a refining or chemical process be limited
to chemicals or catalysts with a useful life of more than
one year. The Committee failed to provide a reasonable
explanation for its proposal, merely stating that it
proposed this modification to "insure utmost clarity of
intent" in the exemption.

Imposing a one year life requirement for catalysts
does not clarify intent but, instead, it would constitute
a wholesale removal of the exemption. The exemption for
catalysts is a valuable inducement to industries processing
by catalytic process and should be retained without
modification.

Now the type of catalyst we're referring to would
be called a raw material, would be exempt from the sales
tax if it were not for the fact that it disappears, that
is it's self-destroyed in the process by which it converts
raw materials to a manufactured product.

And finally, Assembly Bill 1253 raises the rate of
+he net income portion of the corporation business tax to
7%% of net income while retaining the present tax on
: )rporate net worth. Together, these two segments of the .
«srporation tax will demand 9% of corporate net income.

o2 of the highest rates of corporate taxation in the nation.

What disturbs us about this bill is our concern
with the efforts tn aiter the present destination rule
asnd in the sales factor of the corporation tax apportion-
mer.t formula. And under this formula, the sales of the

70 A



'corporation, the property of the corporation and the
payroll of the corporation are all merged into a single
fraction and that fraction times the national or inter-
national income of the corporation determines what
portion of it is taxable in New Jersey. To attribute

to New Jersey sales to other jurisdictions, including all
sales made to the Federal Government wherein the goods
are shipped from New Jersey, is an unwarranted distortion
of the destination sales rule.

Sales to the Federal Government are normally taxed
by the destination state. Income attributable to these
sales will be taxed twice if the recommended Federal sales
rule is not struck from A-1253. The same likelihood of
double taxation exists if New Jersey attempts to tax sales
to jurisdictions which purportedly lack jurisdiction *to
tax such sales. Jurisdiction to tax is one of the most
unsettled and contested areas of the law. A sale made to
a customer in another state, which appears not to fall
within the State's taxing jurisdiction, will, almost without
exception, be treated as taxable by the state of destination.

The spector of double taxation would be a clear
deterrent to corporate location in New Jersey. We urge
that the destination sales rule in the corporation business
tax be retained without modification.

To summarize our position, I wish to reiterate
our support for the cbjective of substantial property tax
relief, combined with a sound system of state taxation.

We approve of the various programs that have been designed
to relieve municipalities, counties and school districts
of costs which are now supported by the local property tax.
We are satisfied with the safeguards built into these
programs.

In light of these conclusions, we regret that we
must oppose the Governor's program because of various tax

measures which are part of that program -- Assembly 1301,
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tha increased sales tax burden on construction, the sales
“ax on catalysts, and a distortion of the destination rule
in the corporation business tax sales apportionment
formula.

Thank you, gentlemern.

ASSEMBLYMAN BEDELL: Senator Schluter.

SENATOR S HLUTER: Mr. Woodford, you have been
very patient all day. Do you have any idea what those
four exceptions which New Jersey Manufacturers has taken
to the total proposal, what those four amount to in
vield, of ‘dollars?

MR. WOODFORD: In the case of the construction
exemption that now exists, the estimate by the Tax
Division that the Tax Policy Committee used was that the
taxation of construction services would in fact bring in
about $92 million, using the 1971 base year.

Now, of the other areas, I don't believe any
price tag was put on the change that the Tax Policy
Committee called a clarification of intent in the
exemption on catalysts. But there should have been a
price tag. I don't know how much revenue could have been
yielded by wiping out the basic elements of this exemption.
It was presented as a mere ciarification and therefore no
price tag was put on it. It's not just a clarification.

Assembly Bill 1301, frankly, I don't know of any
way that anybody could estimate what the tax yield would
be. I know for a fact that a profitable business will
pay more in replacement taxes than it will get in property
tax relief. So that profitable business, in fact, will .
not pay the excess gains surtax.

A question then arises - what will the corporate .
taxable income or personal income on unincorporated business
sources be that will be offset, and business personal
property tax that will offset property tax gains. I
don't thirk anyone can predict. No one has, I think, a
figure on the amount of the cost in this bill of the
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exemption extended to those areas with the high
property tax. So I don't know how much you would lose
and I don't know of any fiscal estimates on how much
this bill is worth.

We attack the bill not on the basis of what it
will draw from business but on the basis of the businesses
from whom it draws, the businesses to whom it denies the
property tax relief that we feel is one laudable objective
of the program. If we had wanted to save business costs,
we would in fact have opposed the corporate tax hike
or oppose the personal income tax or oppose the increase
in business personal property tax which we are very
unhappy about but we recognize that there is a cost to
business in this tax revision program and we're willing
to pay part of it, a fair share of it. I don't think
this means that we should extract from the business in
trouble an additional levy to satisfy what has become
primarily a political point.

ASSEMBLYMAN BEDELL: As a matter of fact, this is
somewhat of a rare occasion in labor-management relations
because we have in New Jersey the AFL-CIO and the New
Jersey Manufacturers somewhat in agreement today, for
different reasons but both opposed to the program as
presently constituted.

MR, WOODFORD: Well, we should feel, I suppose,

a little uncomfortable. (Laughter)

ASSEMBLYMAN BEDELL: Thank you very much for
your patience also.

Mr. Robert Pittas.

ALBERT PITTTIS: It's Albert Pittis. I'm
from Plainfield where I do real estate management work.
I am here to speak for myself.

I would like to speak on three different subjects
this afternoon. The first has to do with the excess gains
tax.

Governor Cahill said in his recent address to
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the Iegislature: "The purpose and thrust of the Sears
Committee, therefore, was not to find new taxes for the
“tate but rather to find a way of relieving the burden
of the real estate tax on our citizens." Then the Tax
Policy Committee recommended: "massive reduction in the
burden of the property tax as a basic policy accompanied
by every possible improvement in the structure of the
~tax and its administration."

Gentlemen, in view of this, how can we or how
can the Governor even think in terms of a proposed 75 to
100% excess gains tax?

I am thinking of a situation where, let’s say, I
break my arm and it's giving me a great deal of pain so
a doctor comes and he sets the bone, puts it in a cast,
and he gives me a shot to make me feel better, and then
he comes around and breaks my other arm to compensate
for what he just did before. '

Not only do I think the &cess gains tax is very
inequitable because of it being a 75 to 100% excess gains
tax but, worse yet it's a differential excess gains tax.

Years ago, vacant land and residential property
were often purposely assessed at a lower percentage of
true value than industrial or commercial property.
However, about ten years or so ago our State courts held
that all real estate should be assessed at the same
percentage of true value within each taxing district or
within each county. They seemed to recognize the necessity
of having all real estate assessed at the same percentage
of true value.

In spite of this, however, the Tax Policy Committee
said, and I quote: "The Committee concludes that the
assessment process must be strengthened to reduce variations
in individual assessments present in most municipalities."
And then a little later they said in their Report:

"Vacant land is found frequently underassessed in compari-
son to residential property and there appeared tc be a
mere than accidental pattern of discrimination against
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commercial and industrial property.”

The point here, gentiemen, is that we have a
discriminatory excess gains tax now being loaded up on
top of an already discriminatory assessment system, that
is, discriminatory against industrial and commercial
property. If it was right that all real estate should
be assessed at the same percentage of true value, I then
think it is wrong to simply impose a new tax which
essentially is a real estate tax but under a different
name and bring back all the old inequities as they
existed before.

However, if we must have an excess gains tax,
why not make it nondiscriminatory? Apply it uniformly
to all types of property across the State. After all,
it's quite probable that certain commercial and
industrial property owners need tax relief a great deal
more than some owners of private residences.

If you wish to apply differential rates of excess
gains tax, depending upon the difference between the
taxing district's equalized tax rate and the State average,
the State median, that's fine, but I say apply it in the
same way to all forms of real estate. By that I'm saying,
if you have an excess gains tax with a certain percentage
and you have a community whose adjusted tax rate might
be 20% above the State average, then let the property
owners in that community have a 20% credit against the
excess gains tax or whatever it is. If the adjusted rate
is 40%, let the owners in that community have an adjusted
rate - have a 40% credit against the excess gains tax,
just some gradational effect.

In going over the specifics of Assembly Bill 1301,
I read both paragraphs 4A and 4B where the meat of the
bill is covered, and frankly, I'm still confused as to
exactly where I would be under different circumstances.
There are all sorts of variations in the contractural

arrangements that can be made between a landlord and a
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tenant and I doubt that they have all been covered in
paragraphs 4A and 4B in bill 1301. It 1is easy to
imagine some gross i1nequities that may occur to the
landiord., particularly where the lease has been drawn
up before the escess gains tax was imposed.

Let me give you one example relative to
paragraph 4A, Let's say you have the landlord and
tenant entering into a lease over a long period; in
that particular community the local effective tax rate
exceeds the State average by only 20%: they have a flat
rent that the tenant pays the landlord every month but
in addition to that he has an increase-in-tax clause
where he pays whatever increase in ta¥as occurs on the
property over and above the taxes of the year in which
his lease was started. So in the first year of his lease
say the taxes on the property were $600 which the landlord
paid; then let’'s go a few years further on to the current
year and now the taxes are $1.000. So in this year. as
in previous years. the landlord bills his tenant for the
difference - that’s $400 that the tenant pays to the
landlord and the landlord pays in taxes to the
municipality. Then let's say the next year you find
that the tax program has passed and the taxes drop 40%,
they drop down to $600 again - fine, the tenant is
tickled pink. 1In effect, his gross rent has been reduced
by $400. Then the State comes in and tells the landlord
he now has to pay an excess gains tax of $400. The
landlord goes to the tenant and he can‘t get that $400
frocm the tenant because the tenant says. my lease only
allcws for an increase-in-tax clause. no increase that
may have been brought abcut by an excess gains tax.

Here you have a situation where there 1s no relief
for the landlord. he’'s still paying the top tax dollar
as he was paying before; but the tenant has gotten relief.

In paragraph 4B. which concers itself to a special
allowance of only 75% excess gains tax instead of 100%
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excess gains, where the effective local real property
tax exceeds the State average by 25% or more, you can
have identical properties side by side in different
communities and, of course, where the landlord has
similar problems with fire insurance, maintenance and
things like that. In the one community the effective
local property tax rate exceeds the State's average
by only 24% - he pays 100% excess gains tax; whereas
in the adjacent community where they have virtually
identical property maybe the effective local real
property tax rate exceeds the State average by 26% -
so. for this small difference, the second landlord has
only a 75% excess gains tax. This seems very inequitable.

Also in paragraph 4B the tax credit is allowed to
the tenant but it's allowed in proportion to the area
occupied. So you know yourself, you can have one building
where 1,000 square feet might rent for twice what 2,000
square feet might rent for somewhere else in the same
property on the same floor.

So I suggest this, if there be a tax credit to the
tenant it should be not in proportion to the area occupied
but rather in proportion to the rent paid.

I also was reading over Assembly Bill 1302 and
I see there that they distinguish between an owner-
occupied property which is a three-family house property,
as opposed to an owner-occupied premises which is a four-
family house.

In the first case, the owner-occupant pays no
excess gains tax; in the second case he pays a 75% excess
gains tax. I certainly see no equity in this. You have
to draw the line somewhere but to jump from zero excess
gains tax to 75% excess gains tax just because there is
one extra apartment in the property, doesn't seem right
at all.

So I say again, if there must be an excess gains
tax, apply it uniformly to all forms of real estate.
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And where the lease actually allows the tenant a net
rent reduction because of the tax reduction, or scme
other reason, the landlord should be allowed an eguiva-
lent credit on his excess gains tax.

Bill 1302 does allow a form of credit to the
landlord where he reduces the tenant's rent: however, there
does not seem to be any such provision in 1301.

The second point I wanted to cover has to do with
the veteran's property tax reduction which I realize was
originally proposed in the Sears Committee Report which
was not included in the Governor's program. I'm a veteran
myself; I'm proud of it: I have a veteran exemption on
my own house; however, I do feel that this veteran
exemption should be repealed as part of any over-all
consideration of a tax program in New Jersey.

First let me say that military service is
primarily a Federal obligation and it's the Federal
Government that should provide any necessary veteran
benefits. Second, this veteran benefit, created by the
State of New Jersey, is a prime example of buck-passing
in that the State set up the enabling legislation but then
required each municipality to pay for this themselves.
Third, the tax deduction bears no relationship to the
length of military sexrvice --

ASSEMBLYMAN BEDELL: Sir, may I just interrupt
for a moment. As you have stated, that has been deleted
from the legislation that we are considering. I can
tell you in all honesty, sir, that this Committee does
not advocate placing it back in the legislation.

MR. PITTIS: Very well. I will go on to one
more point then, gentlemen.

As a citizen, I am provided with certain public
parks, forests, golf courses, tennis courts, etc. by
State, County and Local Government. If I find any fault
with them, I can speak to those who manage them and suggest

certain improvements that might be nice. If I am still
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not satisfied, I can join a private club of some sort
that provides the same service for which I would have to
pay. Now if I came to you asking for an income tax
credit or a deduction because of the dues or other
charges charged by this private club that I just joined,
you would think that I was out of my mind. However,
aren't you considering just exactly the same thing now
in the matter of tax credit to children in private
schools and parochial schools?

I won't belabor this point much more, gentlemen,
except to say, please don't. I think any extra money you
may find around, please give it to the public school
system where the State's primary responsibility is
situated.

Thank you.

ASSEMBLYMAN BEDELL: Thank you, sir.

Mr. Joseph Rauch, New Jersey Tax Collectors and
Treasurers Association. I might apologize, Mr. Rauch,

I took you one number out of order. I should have had
you prior to the previous speaker.

JOSEPH R A UC H: I have a prepared statement
and then I would like to make a few remarks of my own.
In fact, I would like to make a couple before I start.

I am not one of these uninformed persons as far
as the business of taxation is concerned. I live with
taxation every day of my life. This is my business and,
furthermore I represent half of the local tax administra-
tors of New Jersey.

ASSEMBLYMAN BEDELL: Where is your home?

MR. RAUCH: I live in South Brunswick Township,
Middlesex County.

I will read my statement now and then I will make

my further comments at the conclusion.
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Gentlemen, I am Joseph Rauch, Tax Collector - Treasurer of South Brunswick Township.
I am the Legislative Representative of lew Jersesr Municipal Tax Collectors and
Treasurers Assn. and I represent my associetion on the League of Municipalities
Legislative and Tax Study Committees.

In 1970 I appeared before the Governor's Tex Pdlicy Committee in Atlantic City
during the League of Municipalities Conference and presented a resolution on behalf
of our state association that offered seven specific propcsals to revise the
Farmland Assessment Act of 1964 and I will present a copy of that resolution to

you today. (See p. 114 A)

I stated then that it was time that the legislature end the "Biggest Tax Evasion
Racket" in New Jersey.

Now, in 1972, this same tax evasion racket is functioning bigger than ever.

We were pleaséd when the Governor's Tax Policy Committee on pege 39 of Report II
acknowledged that land speculators were shifting their taxes to others in the
communities. They recommended specific changes to close these tax loopholes to
provide that only legitimate farmers receive the reduced assessments as the voters
of New Jersey had originally intended.

It must be noted that although there were and are some differences among the members
of the Governor's Committee, no one disegreed on these recommendations. It must
also be noted that, while legislators mey differ on some aspects of the proposed
tax reform, they should be in complete agreement to immedietely closing tax loop-~
holes and ending this tax evasion racket under the existing Farmland Law.

Assembly Bill 1268 "Does Not", I repeat'Does Not end this Recket". What kind of .u
Justice or tax reform can we have if these changes are not made first?

My own municipality of South Brunswik Towmship has 11,000 acres as qualified
farmland, but 6000 of these acres, or 58% are owned by non-farmer interests. Tie
present fafﬁland law has shifted over five million in actual‘tax dollars from these

non-fermer owned lands to the rest of our taxpayers since 1965.

80 A



Even the bankrupt Penn Central's land holding
company. Manor Real Estate, has 337 of its 413 acres
(81%) in South Brunswick farmland assessed. One of these
parcels of 55 acres was purchased in 1964 for $166,500
and is assessed today at $11,000.

For your information, the records will show that
these non-farmer interests using the farmland assessment
act and shifting their own taxes to the homeowner include:
the Railroad, land speculators, political contributors,
industries, developers, unions, doctors, attorneys,
commercial interests, churches, local officials and even
members of the New Jersey State Legislature.

Gentlemen, why not put this question on the ballot
in November and let the taxpayers of New Jersey for once
vote to "reduce their tax burden'.

Now, I would like to just add a few comments based
on some statements made earlier here today. I heard the
presentation made by the gentleman from the Attorneys group
covering taxation - I know his name - yes, Mr. Wolfe, - T
have attended a number of meetings with him; Mr. Wilson,
Mr. Haines, different gentlemen to whom I have spoken on
these matters in the past, and we all seem to agree, but
regardless of how much we agree we're not getting any place,
we're spinning our wheels.

I feel very strongly, as does my organization, -
they have endorsed my comments here 100%. Now they have
not made their final determination for a specific reason,
they feel that if we can't correct these loopholes - and
Lord knows if anybody who lives with the tax books and
sees injustices and sees differences in assessments and
sees all these discrepancies and questions that could be
raised about equity in taxation, it's the tax collector.
They see the bills and, of course, they see the hardships
that are created on the taxpayers. And if we cannot end
this situation and truly reform these loopholes, close

these loopholes, then everything you're doing here is
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meaningless. We're coming cut with new taxes without
sciving problems in the existing tax laws. I don't see
this as being tied., necessarily, to the whole reform
program: but what better time - and the Governor's
Committee did recommend this - than right now. Close
these loopholes.

T heard earlier a comment made by a member of
the Ccmmittee here that he. and another member here has an
interest 1in farmland and that his son does farm this.
Now I don’'t come here without constructive suggestions.

I live with this. I think of these things day and night.
We discuss them around the State. And I say there are
ways of handling this, where a legitimate farmer or a
member of his immediate family is farming a tract of
land. That s an entirely different story. That can be
handled. You can also take into consideration the
possibility of zoning. tying this in. How many of these
land speculators would allow you to zone their property
F-1, Don't allow them to use it for industrial develop-
ment. Don’t allow them to use it for housing. They'd
laugh at you. They want their cake and eat it too.

ASSEMBLYMAN FORAN: May I interrupt just a second?

MR. RAUCH: Yes.

ASSEMBLYMAN FORAN: I'm the other member of the
Committee that Assemblyman Vreeland referred to. I was
left by my father 56 acres of land which I rent out and
it is farmed by a neighboring farmer. I don't farm it
myself. What i1s your opinion on that as far as farmland
assessment?

MR, RAUCH: What is my opinion on that?

ASSEMBLYMAN FORAN: Yes. It*s being farmed, it’'s
in crops.

MR. RAUCH: You have 56 acres?

ASSEMBLYMAN FORAN: Yes.

MR. RAUCH: How much income do you derive from that?

ASSEMBLYMAN FORAN: I rent it for $10 an acre and,
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although part of it is in a lake front. I receive a
total of $350 which just about pays the taxes under
farmland assessment. Do you think that is wrong?

MR. RAUCH: Let me say this, sir, --

ASSEMBLYMAN FORAN: Because if you do and it is
changed, I'll sell it tec a builder where you get the
top dollar for it and then you've lost open space again.

MR. RAUCH: Well, you see, the point is, you do
have the option to sell it and you have the option --

ASSEMBLYMAN FORAN: And you have the rollbacks
also.

MR. RAUCH: Let me show the other side of the
coin. What about the pecple in my community - a person
you would never know, named Sophie Moore, who lives in
Monmouth Junction and she's half crippled. We have the
highest water and sewer rates in New Jersey. We don't
like to brag about it, we're trying to do something
about it. But between that and the taxes, the woman is
about to lose her home. Part of the reason is because
of this shift from these land speculators. Does RCA need
the farmland assessment in South Brunswick? Does Phelps-
Dodge need it?

ASSEMBLYMAN FORAN: Let's stay with me in
Hunterdon County where a farm is a farm.

MR. RAUCH: I say this, sir, I would say, unfor=
tunately, you probably should not have it under the
terms of the Governor's Committee recommendation unless
you can come up with another zoning proposal which can
be tied in as an option. In other words, unless the
municipality were to zone these areas F-1, say, - farm
qualified - which means you cannot sell it to a developer
or a housing developer. Now, if you are willing to submit
to something like that --

ASSEMBLYMAN FORAN: You're getting into now the
constitutional question of the right of individuals teo do
what they want to with their own property.

83 A



MR, RAUCH: Right. But I'm saying some of the
big farmers of today are the millionaires of tcmorrow too.
Now I'm not out to deny. nor is our Association, anybody,
any individual who is legitimately involved in the farm
business. But real estate companies are noct involved in
the farm business. The voters never intended - I worked
fcr passage of that amendment and the voters never
intended that all these other pecple get the benefit of
this farmland. They never intended that all these taxes
be shifted.

ASSEMBLYMAN FORAN: I can understand your: problem
with land speculators and large liland grabbings. and so
forth, because we do have scme of that in our county. But
if the Sears Report recommendation stocod, I think - well.
from my own example, I would sell for top dellar and get
out. And this is not good, in my estimation, for my
county where we are trying to save open spaces, we're
trying to save our farmlands, we're losing roughly a farm
a day. Without the farmlard assessment bill, it has
been testified before this Committee, that prior to
that bill's passage we were losing up to two and three
farms a day; with the passage of that bill, we’re saving
those farms and we're only losing one a day to land
speculators or to builders.

Now, I understand that we have an awful lot of
people, but I come from the rural county of Hunterdon and
this is what we'’re trying to keep. And if the farmland
assessment bill stayed. as far as the Sears Report
recommendation it would wipe my county out as a rural
county. So I am very much opposed tc what you're trying
to say.

MR. RAUCH: TI not only take it, sir., that you're
opposed but I also know that another member is opposed,
and perhaps because of your personal interest maybe you
should remove yourselves from consideration on this matter.

ASSEMBLYMAN FORAN: I would like to remove myself
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from this entire Committee. This is our eleventh
hearing on this.

ASSEMBLYMAN BEDELL: I don't want to limit the
dialogue but, as a non-farmer, I think the general point
you‘re trying to make is the fact that there is a dis-
tinction between a bona fide farmer and a speculative
involvement by an absent owner, so to speak, and there
may well be a slight grey area in between that could
possibly be resolved by further legislation. Not to
detract from that, but at the present time there is a very
pronounced difference between the farmer and non-farmer
interest.

MR. RAUCH: Well, let me say something in answer
to a couple of comments the Assemblyman just made. I've
heard every argument - I've been to so many meetings and
I've heard every argument pro and con on this issue so
many times, and I‘ve lived with it for years. 1It's
frustrating when you are trying to get things changed and
you just can't get anywhere and you see people getting away
with murder.

Now the answer to this business about green acres
and open space, losing farms, - you may be losing farms,
sir, but you're getting new ones. You check your records.
I know most of the Collectors in the State of New Jersey
personally and I héve records that you wouldn't believe.
I can show you my own community where we lost 100 acres
here and 100 acres there and all of a sudden here is
another 100 acre. farm which was only a woods for years
and years and all of a sudden a guy puts a cow on it and
sells it and he's got a farm.

This law as it stands is ridiculous. Now any of
you that really deal with this know that. There is no
assessor and none of these qualified men that disagree.
Every one is urging you, please do something about it,
stop this racket that's going on.

Now I say again, whether it involved going into -
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you would have to have a constitutional amendment to
change the rollback from three to five, you would have

to have a constitutional amendment to put this 25%, or
what-have-you. Texas does it. We originally proposed

in the resolution 30% and I think maybe that’'s what

Texas has. But the point is, I don‘t feel these are
unreascnable. You can sell your property. and you can
sell your property. but what can these other people do?
They're helpless. And as far as RCA, the farmers in my
town before the Farmland Act were renting land from
industry and farming it because industry didn‘t want the
trees to grow up and they didn't want to have to bulldoze
and spend a fortune to clear the land. So the farmers
have always rented land. This is the argument that
speculators and everybody else uses. The legitimate
farmers and everybody will benefit by this reform because
it will eliminate the non-farm interest, the ones that
were never intended to get this benefit.

And in all honesty, gentlemen, I have to go back
this coming week and meet with my Executive Committee, and
these are very informed people and you may know some of
them. and I feel strongly that if something definite
cannot be done on this - the League of Municipalities
endorsed this, everyone who has any background has
endorsed this, the Governor's Committee proposed this,
and I certainly hope that you do not put yourself in the
position of rejecting all of this. We are trying to sell
tax reform. I know and the members of my Association know
how much tax reform is needed in New Jersey as well as
anyone. But if this kind of situation - and this is only
cne, this is the most depressing racket today -- there are
others too - but if this kind of thing cannot be resolved
by you gentlemen, then everything else is really worthless.
I feel very strongly about that and I can‘t urge you too
much to please make this your number one point and show
that you can solve the existing inequities. And., 1f you

do that. I don't know anybody in New Jersey who is not
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goeing to support you in the rest of your efferts.

ASSEMBLYMAN BEDELL: Thank you very much, Mr.
Rauch. We appreciate very much your testimony and I
might hope that if we do get involved in this legislation
at some time you may be able to give us some help.

MR, RAUCH: I will be very happy to.

ASSEMBLYMAN BEDELL: Thank you.

Mr. Donald Tripolsky, Neighborhood Cleaners
Association. (No responsa)

John Horchner, Bernardsville, New Jersey.

JOHN HORCHNER: I might say that I geot a
good education tonight and I am very grateful for the
diversity of the subject matter that surrounds the tax
program. I was quite impressed with the educational
benefit to me personally, and I appreciate being here
and having yvou gentlemen, all six or seven cf you, sort
of standing by to listen to what I have to say.

T'am John Horchner of Bernardsville, New Jersey,
Somerset County area. I would like to say that I am
quite concerned about one aspect of this tax reform law.

Tax reform must begin with a just basis, a just
basis for raising funds. This is essential. Using tax
revenue for allowing tax credits, as Governor Cahill has
proposed, for financing non-public schools is wrong. This
is being done and is being proposed. Such conduct goes
right against each citizen's right to have protection from
the entanglement of church and state, a protection won
for us and passed down to us. This right is expressed in
the First Amendment of our Federal Constitution. The
exercise of this right has been a more tolerant scciety.
If we give in and allow this right to be ruptured, we
invite resentment. I see it among my own citizenry and
people whom I know, and I can see where there is going to
be a cause for a considerable amount of resentment if it
is allowed to continue.

Ar> you going to give this right up., and not pass
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it on tc your children?

New these laws permitting the use of tax revenue
for the non-public schools are being held unconstitutional
in Connecticut, Rhode Island, Pennsylvania. this State -
the last bill this Legislature got through, most of it or
guite a bit of it has been determined unconstitutional.
There have been attempts now to circumvent this and dress
it up in another form.

I agree with that first speaker this morning. the
way he expressed himself. the guise that Cahill is using
tc use this expression "tax reform" - he's pushing this
use of public tax money for the non-public schools.
there is so much money for elementary schocl students.
so much money for the secondary school student. He's
off base; I'd like to peg him out.

Siphoning tax funds like this is going to further
the segregation of the school population and invite further
social problems. This will tend to weaken our public
school education. I've been in school situations:; I've
been a teacher; I see both the financial aspect of it
and I see the real gutsy aspect of what effect it will
have on the school system, what we're trying to do in a
democratic society in a democratic style of education as
opposed to any other style, authoritarian or what-have-you.

The institutions are asking for funds. Now the
institutions that are asking for funds are the very ocnes
that have enormous wealth in stockholdings, land, tax
exempt commercial enterprises, and yet they are asking the
citizens of this State. New Jersey, to dip into their
marginal savings to support their particular orientation
and education philosophy.

This is what we're saying. First. before we get
into the nitty-gritty of a lot of this detail around here,
let's first restore and keep the tax system on a fair basis.
I'm speaking of what will be fair for everyocne. I don't
care about the scope of even those pleading for the funds.
In the long run it has got to benefit them as well as the
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ones that aren t going to be directly benefitted by the
use of public funds for the non-public schocls. Let's
put it on a fair basis. This is the first step in a tax
reform. In fact. let's make 1t a condition. make it a
condition to Cahill and those spepsoring this bill to
wipe out the non-public school tax expenditures and
proposals for it before proceeding further. Now this

is really the gist of it,

And another things - for instance, let me just
quote several documents or artieles in the Wall Street
Journal that have to do with -- first of all why should
you -as Legislators take the public tax revenue and allcow
it to be placed in the hands of the ncn-public schools?

Here’s an article that just came Qﬁt, January 11,
1272, in which the Naticnal Association of, for instance.
one of the groups that's seeking funds, - and this ranges
from the Baptists to the Lutherans, to the €atholics. to
the Jewish groups and what-have-you -- in the Parochial
Schocl System. the National Association of Laity  of the
Roman Catholic Church is a 12.000 member organizaticn
identified with thswProgressive wing of the Church, is
charging in a 100 page report, to be made public today.
that the financial statement of nearly everg diocese in
the country that has issued a statement is incomplete
and misleading and that they are designed #m many instances
to give the impression of poverty at a time when the
Church is campaigning to gain public funds to support its
school system.

Now, for instance, this Association of Catholic
Laity asserted that Catholic bishops are collectively
spending over $6 millicn a year in lobbying in efforts to
obtain tax support for the Catholic schools.

Now there is a word of warning that they had
down here - the Asscciation maintains - this Association
of Catholic Laity themselves maintain that its members

neither oppose nore favor government aid to Catholic schoels
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but ir the light of 1ts finding it urged legislatcrs to
require full financial disclosure tco establish existence
of the needs.

Now, 1f public tax funds are going to be handed
out. gentiemen, here is a group bzing very candid and
honest themselves and they say, legislators. lcook. don't
rugh intc this thing. Even our own group here says that
these reports are misleading and inadequate and incomplete.
And. therefcre, find out what the financial disclosure 1is.
This 1s the Wagll Street Journal, January 11, 1972, it's
entitled Catholic Laity Grcup calls fiscal reperts of
most diocese incomplete and misleading.

Now the questien about the outccome of what ill
effects will be to foster the use cf public funds. to
foster non-public schools. It fosters greater segregaticn.
Now, you say. well., what proef have we of this. Well,
for instance. I notice that the Star Ledger this year -
the government reported yesterday for the first time that
there are more black pupils attending all negro schools
in the North than there are in the South. Officials
said busing in the South was one of the main reasons for
the turn-around.

Now I remember attending these sessions about
three or four years ago when the Republicans just about
nipped that appropriation for the financing of busing for
non-public schoels almost in the bud and then almost
defeated it, but it narrowly got through. That expendi-
ture. of course, is another substitute in a way for
capital expenditures, if you don‘t need to have as many
scheols if you can bus them,

But there again it's a circumvention of the use
of public funds to in a sense -~ getting back to this
other point - t© foster segregation. further segregation
which is apparently greater in the North than it is in
the Scuth. And are we being really hcnest when we

criticize the South for promoting segregaticn.
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Let's first then find a just basis for the
raising cf funds; let's first eliminate or put a
condition on - look, you can't have the use of public
funds for non-public schools. Let's separate the church
and State. The right that we have in the First Amendment,
let's preserve it. We've been given it: let's pass it
on. It has been a basis of tolerance for all of us up
to this point and I think you Legislators have a re-
sponsibility and I encourage you to exercise it.

I do thank you for hearing me out.

ASSEMBLYMAN BEDELL: Yes, sir. Any questions?

ASSEMBLYMAN FORAN: The only comment I'm going
to make is, God bless you for being here all day because
I know what you've been through. I think you ought to
get & medal for being the last speaker because we're
winding this up.

MR, HORCHNER: Thank you very much. I appreciate
everyone hearing me. It has been much on my mind and I
do thank you all. Good luck.

ASSEMBLYMAN BEDELL: Thank you.

The Committee would like to hear from Mr, Stephen
Richman. (No response)

I have no further scheduled speakers. There
being none, I declare these public hearings now closed.

(Hearing concluded)
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Prepared Statement of
U. S. REP. CHARLES W. SANDMAN, JR. (2-NJ)
beTore the

NEW JERSEY ASSEMBLY TAXATION COMMITTEE
Trenton, New Jersey - June 9, 1972

The Governor's proposal for a new statewide income tax and
property tax does not constitute tax reform, nor would it alleviate
taxes for the homeowner.

The Governor's proposal is not at all new. It is being sold to
the public by a hired, highly polished Madison Avenue firm. It is
being rushed-in during the long, hot summer when few people pay
attention to what is going on in the State Capitol.

The most amazing statement so far was made by the Governor when
he said: The AFL-CIO came out against the tax proposal because they
didn't understand it. This statement shall long be remembered in the
annals of political history because it in itself depicts the real
reason why this Legislature should not act upon this grandiose pro-
posal in haste.

The Governor admits that perhaps the world's largest union,
with its battery of attorneys and experts of all kinds, does not
understand what he calls a tax reform proposal.

There is merit in what the Governor said because I haven't
found anyone who understands this mess. One day I read that there
will be forty-eight (48) bills needed for the package, and the next
day it is closer to sixty-six (66) bills. By the time the vote is
taken, around midnight on July 3rd when no one could care less, the
Legislature will probably be asked to pass 1€6 measures, none of
which will be understood by anyone, least of all the poor taxpayer

who must pay the bill.
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A far better procedure would be to say that when it comes to
taxation "if in doubt - vote no."

The second great thrust to the Legislature was that if you don't
vote for his package, people will say "Why didn't you -~ my real estate
taxes went up 156%."

How ridiculous can this statement get? The Governor's proposal
would not become effective until 1974, after his term and the term of
tte current lLegislature have expired. No matter what you do here, the
bills you vote on will have no effect on the taxes people will be paying
between now and the next election.

Several major [Federal programs will be passed prior to 1974,
affecting Federal Revenue Sharing, pollution control, and the Federal
take-over of welfare. These should be known before any massive step is
taken, such as proposed by the Governor.

In addition to that, even with a complete withdrawal from South-
east Asia and with no military conflict anywhere in the world, the
next Congress will be forced to reinstate a 10% surcharge on the Federal
income tax in an effort to halt inflation. Wage-earners are going to be
hit hard again and again by Federal income taxes. Under these circum-
stances, a state income tax, which would be piled on top of those other
taxes, should be done after only the most careful scrutiny.

1 opposed the sales tax because I wanted it to be saved for a day
when we could dedicate a big part of its receipts. 1In a State such as
New Jersey, where the Constitution prohibits an unbalanced budget, there
is no reason for any financial crisis or unforeseen deficit, proper
long-range planning can avoid all of this.

I predicted the need for $100 million in new money to pay for
liedicaid in 1970 as required by Federal law. The previous Administration
made no plans for that. Thus came the crisis of January 1970.

If this Legislature wants to compound that crisis, all they have to
do is give away all of the proceeds of the income tax under this
frivolous program that has been advanced by the Administration.

We have lived through this kind of hysteria before. Governor Meyner

had a great idea of re~financing the Turnpjke. Fortunately, for the
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people, that proposal hdd to be submitted by referendum and it was de-
feated by one of the largest pluralities in history.

Governor Hughes had his own brainchild in 19€2 - a program that he
promised would 'rebuild" New Jersey. He wanted to spend 5750 million
on a bond issue without costing the taxpayer a dime. He planned to use
all proceeds of the New Jersey Turnpike until the year 2002, with no
plan whatever on where he would get that extra 3450 million to widen
the Turnpike.

The Hughes' plan is similar to Governor Cahill's current proposals;
Hughes hired Madison Avenue experts and came forward with a citizens
committee headed by the most powerful Republicans in the state. Doesn't
this remind you of what is happening  today?

In 1962, the plan of the 3750 million bond issue had but one major
opponent - the State Senate Majority Leader who today happens to be the
Congressman from the Second District of New Jersey.

Dick Hughes had the whole world with his program. He had everything
but the people, and when it was submitted to referendum, his plan was
trounced.

The current idea by the present Governor is far more dangerous
because it is not being submitted to the people by referendum. It is
being pressured upon the State Legislature by the Governor of the State.

It has an altogether new twist - different from those of Governor
Meyner and Hughes. 1t is the Federally-flavored boondoggle known as the
"omnibus bill." What is an omnibus bill? It is the worst kind of
legislation possible. It is something used in Congress when everyone's
pet project is joined into one bill just to get their votes in an effort
to support something that cannot be supported on its own merit.

Let's look at a few things in this bill. The Sears Committee made
some horrible mistakes. It recommended the repeal of the Veterans Tax
exemption, attached a sales tax to clothing, and countless other things.

These are all either hidden, replaced or changed in the Cahill plan.
By the repeal or change of each, you happen to get the pressure group
that change affects the most. Education, for example, is told that they
will get better treatment this way. The private schools are given a

hope and prayer that they will be included in extended aids.
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The home-owner is given the greatest piece of deception of all.

In this way, a little bit of support here and there, to pass only one
big thing -- not tax reform, just New Jersey's State Income Tax and
nothing else.

The most interesting part of the proposal, which pegaks with
hypocrisy, is the fact that a Constitutional Amendment is going to be
sought to hold the State Real Estate Tax at 31 per 100.

Constitutional Amendments are promised so that the County Tax will
be held at a particular figure as well as the local tax. 1In fact,
Governor Cahill is controlling every level except the one he is in charge
of. He places no control over the one that he really wants - the State
Income Tax.

If the Governor and this Legislature want to help the homeowner,
it would seem to me the place to start is long-range planning which
cannot be done in the long hot summer during a fit of hysteria.

We should realize that the last big source of state revenue is
the income tax. This should not be dissipated as the sales tax was.

It should be used as a dedicated trust fund forever.

This requires a Constitutional Amendment, and if you want to
do away with school taxes and help the homeowner, this is the tax to
dedicate.

If you could have only one Constitutional Amendment, this is

the one to have. The others are meaningless.

- 30 -

95 A



New Jersey Hankers Assoriation

499 North Harrison Street, Post Office Box 573, Princeton, New Jersey 08540  609/924-5550

Statement for New Jersey General
Assembly Taxation Committee
Hearing, Trenton, June 9, 1972

I am Robert C. Forrey, Executive Vice President of the New
Jersey Bankers Association, Princeton,and I reside in Princeton.
I welcome this opportunity to comment on the proposed tax reform
program on behalf of the Association, whose membership ccnsists

of all 211 commercial and all 20 savings banks in New Jersey.

Our Association supports the principles of tax equality and tax
uniformity on all the individual and corporate citizens of the
State. We outlined this position in a statement before this
Committee in September 1969 on the County Bank Stock Tax, a tax
which was doubled in February of 1970. Our Association President
before our May Convention, Horace G. Moeller, said "Revision of
New Jersey's tax structure is‘a particularly vexing problem
facing our State, and a reform program for tax equality on both

individuals and business is extremely impoxrtant."

While our specific purpose today is to discuss provisions of
several bills in the Tax Reform Program, it might be helpful
to reiterate our Association's basic position on ztate taxation,

which has been stated publicly before.
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The New Jersey Bankers Association recommends that all
present business taxes in New Jersey be repeesled, and that they
be replaced by a simple State income tax which is8 a set percentage
of the Federal income tax applied to all companies, corporate
and unincorporated, business and financial, Of course, religious,

educational and other non-profit corporations would continue to

be exempt.

The need for prompt-action in the personal taxation area is
clear, Just this year a court decision in New Jersey gave the
8tate until January 1, 1974 to revise the achool tax base to
remove its present dependence on local real property taxatlon,
Two basic methods have béen proposed, a state-wide personal
income tax and a state-wide uniform resl property tax, and either

would appear to meet the test of the court decision.

The .need for appropriate action to revise New Jersey's
taxation of corpanies -- both business and firgncial «- 1s also

very clear., Right now New Jersey has a welter of different tax

lews on business and finance, Companiea are subject to, or
exempt from, the Business Corporation Tax, Bank Stock Tax,

{
Finencial Business Tax, Business Personal Property Tax, or
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unincorporated Business Tax, depending on the special features:of

these lawas, as well as special taxes on railroads, insurance

compasnies, and others,

Present New Jersey tax laws place a much heavier burden on
banks than on most other corporations, both business and financial,
A recent definitive study by Peat, Marwick, Mitchell & Co., showed
that New Jersey banks pay 60% more in state taxes than other
corporations doing business in New Jersey. Commercial banks are
paying 16 times as much in state taxes as savings and loan

associations and savings banks of the same size would pay.

Corporate taxation in New Jersey should be levied by a fair
and equitable method, based on ability to pay, and applied with
simplicity and uniformity., Complexity and red tape should be

avolded,

Our propbaal that all business taxes in New Jersey be replaced
by a simple State income tax would meet the tests of ability to
pay, equality, simplicity and uniformity. It would cut through
red tape, by instructing businesses to pay a set percentage of
Federal income tax to the State, and would replace the patchwork
of taxes recommended by the Tax Policy Committee as an interim
solution, And the Legislature could set the rate at a level to
insure that New Jersey businesses of all types pay their fair
share of state taxes as corporate citizens,

Having stated our Association's basic philosophy on state
taxation, we would like to turn to the package of bills presently

before the Assembly Taxation Committee and to discuss particularly

Assembly Nos. 1251, 1285, 1286 and 1301.
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Assembly, No. 1251 would amend the New Jersey Sales and Use Tax by changing its
philosophy in a major way. Up to the present, all sales of goods have been subject to
the Sales Tax unless the law made them specifically exempt, while all services have
been exempt from the sales tax unless the law made them specifically taxable. This
bill changes the approach dramatically by making all services subject to the Sales Tax
unless they are specifically exempted in the bill. And there is quite a laundry list of
sefvices which are to be exempt, including haircuts, shoeshines, beauty shop services,

and sales of property by morticians among many others.

Assembly, No. 1251 would bring under the coverage of the Sales and Use Tax Act ''all
services, professional or otherwise' except as otherwise provided by that act. There

is no definition of '""'services.' What is a '""'service' in a given case, is thus left to
regulation by the Director of the Division of Taxation, or ultimately to the decision of

a court. The scope of activities which could thus be brought into the sales tax field
staggers the imagination. Lawyers' fees would be taxable. Engineers' fees, accountants'
fees, would also be taxable. Every service which is not expressly exempt would be

taxable.

We suggest that there are certain services which should continue to be exempt from
taxation under the Sales and Use Tax Act in the interest of fairness and to avoid the loss
of business and jobs in New Jersey. It is the purpose of this paper to identify some of

them, and to state reasons why we have reached that conclusion.

It appears that Assembly, No. 1251 would as présently drawn apply the Sales Tax to
charges made in connection with the handling of checking and savings accounts by banks
and other financial institutions in New Jersey. Such a Tax on charges on deposit accounts
would be self defeating and could result in the transfer of many checking accounts to
Pennsylvania and New York. We understand that in New York City an amendment to the
city sales tax would have reached deposit accounts and the proposal was rejected on the
ground that it would result in the flight of checking accounts out of the city. With the
thousands of New Jersey residents working in New York and Pennsylvania or living near

there, there could be a wholesale flight of accounts to New York and Pennsylvania.

P
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In addition, with the natural tendency of persons to maintain their savings accounts and
checking accounts in the same bank, and with the convenience offered by '"bank by mail"
programs, significant sums of savings deposits in banks in New Jersey could very well

follow the flight of checking accounts to New York.

It is the deposit accounts in New Jersey that provide the source of much of the money

for residential mortgages and many other purposes in the public interest.

In addition, the tax would be regressive in that it would fall only on the poor and persons
in lower income categories - those without the means or the income to maintain deposit
balances at greater than the minimum level require to give immunity from service

charges.

We urge that the bill be amended to exempt charges of every nature imposed upon deposit

accounts, demand, savings and time, maintained in all institutions authorized by law.

The dollar impact of a Sales Tax on a bank deposit account would be small, but we are
convinced that the outrage of New Jersey citizens when they find sales taxes levied on
their checking and savings accounts would cause them to move their accounts to New York
and Pennsylvania. Both these States, of course, have Sales Taxes but they don't apply
the tax to deposit account charges. In fact, we were unable to find any State in the
country where Sales Taxes were applied to such services, but we fear A. 1251‘wou1d

do so in New Jersey because the bill is so broad.
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Under Assembly, No. 1é51, and its broad language, it appears that a sales
tax would be imposed on receipts for services rendered by executors and
administrators of decedents' estates, by guardians, trustees, and all similar
fiduciaries. This tax is payable whether such services are performed by an
individual or corporate fiduciary, and is of course a tax imposed on the bene-
ficiary of the fiduciary assets. Thus, for example, the family of a decedent
would pay not only a transfer inheritance tax and, as proposed under A, 1250,
a tax on the income of an estate, but under this bill, he would pay sales tax on
the fees and commissions for services rendered in administering the fiduciary

assets.

Similarly a guardian administering assets for the benefit of a minor or imcom-
petantv would b)e required to collect a sales tax on the fees receivable for performing
these fiduciary services, while the minor or incompetant would also pay the
additional income tax imposed by Assembly, No. 1250. Note that receipts from

the sales of property by a mortician are exempt under section 8 (q) while charges

for fiduciary services would be subject to the sales tax.

The proposed tax represents a clear inducement to New Jersey residents to

appoint New York or Pennsylvania fiduciaries for inter-vivos trusts.

We submit that those upon whom the burden tax falls are already subject to a
substantial tax impact. We urge that receipts for services rendered by fiduciaries,
and in an agency capacity, be exempted from the sales tax. Fiduciary services
are not subject to the sales tax in New York or Pennsylvania and, in the limited
time available, we have) been unable to find any state in which such fiduciary

services are subject to a sales tax.
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It is not clear whether the duties performed by transfer agents and registrars
in connection with securities constitute ''services'' taxable under Assembly,
No. 1251. The services rendered by transfer agents and registrars have no
roots in any geographical area. They can be performed in any one staté as
well as another. The corporate entity whose securities are involved, when
faced with a sales tax on the services performed by its transfer agent or
registrar could, without expense and without effort, select another agent or
registrar located in a jurisdiction which does not impose such a tax. This
kind of tax, too, would be self-defeating, because it could so easily be avoided,
to the detriment of the transfer agents and registrars of this State. The loss
to the State-probable lay-off of employees and otherwise-would certainly not

be in the public interest.

At a time when we, and our State Administration, seek to attract to New Jersey
firms engaged in the securities business and related financial fields, and thus
compete with the virtual monopoly enjoyed by our sister State of New York,

we submit that a tax on the services of transfer agents and registrars is contrary

to this competitive position which New Jersey seeks to establish.
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We hasten to point out that there would not be a penny of tax savings to banks in
the exemptions we suggest from the Sales Tax. These exemptioné would benefit
lower income families, widows and orphans, and we believe they would help insure
equality of taxation. They would also prevent the loss of business and jobs to the
States of New York and -Pennsylvania where each of these services is exempt from

Lhe Sales Tax.

There are perhaps a dozen other services and sales by banks which would fall
under the Sales Tax but we make no request for their exemption. Our recommendations
are restricted to the areas we mentioned, where we feel inequities to New Jerseyans

will result if exemptions are not spelled out in the law.

We would now like to turn briefly to the subject of the proposed '""excess gains'' taxes,
which are contained in Assembly, Nos. 1285, 1286, 1301 and, foz' individuals, 1302.
Our comments are limited to the first three of these bills. In the interest of saving
time we will just summarize our recommendations on "'excess gaips” and attach a

detailed letter which we have sent to counsel to the Governor.

In short, there is no uniformity among A. 1285, 1287 and 1301. They appear to

have been drafted by three different people with no comparison or uniformity. The
definitions are different, and the names given to the same subject are different (''com-
parison year' one place, ''current year' another place). Even the definition of ""excess
gains'' itself differs among the bills. There is a definition which is never used in one
bill. The formulas for imposing the ""excess gains'' tax differ between A. 1285 and

1286 on one hand, and A. 1301 on the other.

No two of the three bills have the same provision on real property which is occupied

by tenants.,
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One of the bills (A. 1301) has a special provision benefiting municipalities where
the real property tax rate exceeds the State average by 25% or more. The other

two do not.

Assembly Bills Nos. 12A85, 1286 and 1301 have a common object; namely to avoid
a financial windfall to owners of real property used for business purposes which
would presumably result from the enactment of the Administration's tax reform
program. It would seem that the laws intended to achieve that object would be

consistent one with the other. That is not true of these Assembly Bills.

For these reasons, we urge that banks, financial businesses, general business
corporations, building and loan associations, savings and loan associations,
savings banks and credit unions all be brought under the provisions of Assembly,

No. 1301, so that all may receive equal treatment in sharing a common burden.

It has been difficult to analyze all of the tax bills, and to develop recommendations
on them in the short period between their availability and the date of this hearing,
but we have endeavored to point out inconsistencies in several of the bills, which
would cause unequal burdens on various taxpayers and to recommend changes to
insure uniformity of taxation on New Jersey's individual and corpovrate citizens
and to avoid the flight of business t'o nearby states. We would appreciate it if the
Assembly Committee would permit us to file with it early next week suggested

specific amendatory language which, if adopted, would carry out our Association

recommendations made today.

We appreciate the opportunity to appear before the Committee.
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Nrew Jersey Hankers Assoriation

499 North Harrison Street, Post Office Box 573, Princeton, New Jersey 08540  609/924-5550

ISRAEL SPICER
COUNSEL June 8, 1972

Pierre P. Garven, Esq.
Counsel to the Governor
State House

Trenton, New Jersey 08625

RE: Assembly Nos. 1285, 1286 and 1301

Dear Judge Garven

The New Jérsey Bankers Association urges that Assembly, Nos. 1285 and 1286 be
withdrawn, and that all corporate owners of real property used for business be made
subject to the provisions of Assembly, No. 1301. Our reasons follow.

Assembly Bills Nos. 1285, 1286 and 1301 have a common object; namely to avoid a
financial windfall to owners of real property used for business purposes which would
presumably result from the enactment of the Administration's tax reform program.
It would seem that the laws intended to achieve that object would be ‘consistent one
with the other. That is not true of the Assembly Bills captioned above.

All three bills use the term '"excess gains.!" Assembly Nos. 1285 and 1286 define
""excess gains'' as follows:

" 'Excess gains' means the savings in taxes between qualified taxes

due and payable in the comparison year and qualified taxes due and

payable in the base year"

Assembly, No. 1301 makes a minor verbal change in this definition by substituting
‘""current' for '"comparison'', but it does, however, depart substantially from the
other two bills in its definition of '"excess gains'' as follows:

" 'Excess gains' means the amount by which the total of qualified

taxes set forth in section 1 b. (1-8), when applying current year

rates to the tax base for the current year is exceeded by that amount

of qualified taxes set forth in section 1, paragraph b. (1-8) which

would have been imposed by applying base year rates to the tax base

for the current year."
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Pierre P. Garven, Esq..
Page 2
June 8, 1972

"Excess gains'' as defined in Assembly, No. 1301 differs in substance from ''excess
gains' as defined in the other two bills. Under Assembly, No. 1301, current/
comparison year qualified taxes would be determined by applying the current/
comparison year rate to the current/comparison year tax base. The same holds
true in respect to the other two bills. However, whereas in the other two bills the
base year qualified taxes would be the qualified taxes actually payable in the base
year, under Assembly, No. 1301 the base year tax would be determined by applying
the base year rates to the tax base for the current year. There could be a difference
under Assembly, No. 1301 in the amount of qualified taxes due and payable in a
current/comparison year and the amount produced as the basis for the surtax in that
same year. We submit that there is no justification for differentiating in this manner
between banks and financial businesses on the one hand, and general business
corporations on the other hand.

Assembly, Nos. 1285, 1286 and 1301 have provisions applicable to the situation where
real property is occupied in whole or in part by tenants. No two bills have the same
provision. The provision in Assembly, No. 1285 reads:
"Every taxpayer or, in the circumstances described in sections (1) and
(2) below, their tenants shall be subject to the surtax upon all excess
gains except:
(1) Tenants of real property owned by financial businesses
where the tenants have contractual responsibility for the payment of
real estate taxes on such property; and
(2) Tenants of real property owned by financial businesses
who have reduced the rents to their tenants as a result of contractual
agreements in their leases relating to the payment of real property
taxes, to the extent of such rent reductions.

The provision in Assembly, No. 1286 reads:
'""Every taxpayer or, in the circumstances described in sections
(1) and (2) below, their tenants, shall be subject to the surtax upon
all excess gains: except excess gains attributable to local property
tax reductions from the following property:

(1) Tenants of real property owned by banking companies
where the tenants have contractual responsibility for the payment of
real estate taxes on such property; and

(2) Tenants of real property owned by banking companies who
have reduced the rents to their tenants as a result of contractual
agreements in their leases relating to the payment of real property
taxes, to the extent of such rent reductions. "

106 A



Pierre P. Garven, Esq.
Page 3
June 8, 1972

The provision in Assembly, No. 1301 reads:
"4, Excess gains with respect to taxes set forth in section 1 b. (2)
shall be determined in certain municipalities as follows:

a. With respect to taxpayer owner-occupants and taxpayer
lessees who have contractually assumed responsibility for the payment
of real property taxes, if the base year effective local real property
tax rate of the taxing district where the taxpayer's property or a
portion thereof is located exceeds the base year average effective tax
rate for all municipalities by 25% or more, there shall be no excess
gain to that extent.

b. With respect to lessors who have not entered into any
agreement with their lessees for the lessee's payment of real property
taxes, if the base year effective local real property tax rate wherein
said property is located exceeds the base year average effective tax
rate for all municipalities by 25% or more, then 75% of the difference
between the base year and current year state and local real property
tax on such real property shall be collected by the State and returned
to the lessee by means of a tax credit or rebate in proportion to the
area which he occupies. The remaining 25% shall not be included in
the calculation of the qualified taxes as described in section 1 b."

Why should there be these differences between surtaxes payable by banks, by financial
business and by business corporations? We submit that, in view of the expressed
objectives of the Bills, the differences between them would appear to be illogical and
capricious.

All the Bills contain provisions requiring taxpayers to file returns on or before May 15,
1975 and annually on or before May 15 thereafter until and including May 15, 1977 and
further requiring that the tax be paid on or before the due date for filing the return.

Assembly, No. 1285 provides '""This act shall take effect immediately and shall be
applicable to taxes due and payable in the year 1975 for the year 1974, and in each year
thereafter.'" Assembly, No. 1286 contains a similar provision which differs from that
in Assembly, No. 1285 in that it omits the words '"for the year 1974." These provisions
would seem to require surtax payments in perpetuity, despite the fact that the obligation
to file returns would continue only until May 15, 1977. Assembly, No. 1301 on the
other hand, provides only that '"This act shall take effect January 1, 1974." These
discrepancies too should be eliminated.
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With the scope and the depth of the Administration's tax reform program, it would

be reasonable to expect that all owners of real property used for business purposes
would be subject to the surtax. There are significant oversights - it is not apparent
that any bill thus far introduced would reach building and loan associations, savings
and loan associations, savings banks and credit unions. There would appear to be

no justification on any rational, moral or social grounds for their exemption from the
tax.

We have heard no reason why banks and financial businesses are being treated differ-
ently from general business corporations in the Administration's tax reform program.
It is true that Assembly, No. 1253 provides for an increase from 5 1/2% to 7 1/4%

in the tax payable on general business corporation income. However, in view of the
fact that the Bank Stock Tax Act was doubled in 1970, the present proposed increase in
the general business corporation tax should not, on the basis of fairness, be used as a
reason for not now treating general business corporations and banks alike for the
purpose of the surtax on excess gains. This becomes especially apparent when it is
realized that, even with the proposed increase in the general business corporation tax,
banks will be paying at least as much and perhaps even more in taxes than if they were
taxed as business corporations.

There is no impediment to including banks in Assembly, No. 1301, since such inclusion
would be in accordance with Federal law on state taxation of national banks (Section
5219 of the Revised Statutes of the United States), because the tax is one on real
property. ‘

For the foregoing reasons, we again urge that banks, financial businesses, general
business corporations, building and loan associations, savings and loan associations,
savings banks and credit unions all be brought under the provisions of Assembly,

No. 1301, so that all may receive equal treatment in sharing a common burden.

Sincerely

Israel Spicer
Counsel

I1S/md
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STATEMENT OF H. PETER GRAY TO THY NEW JERSEY ASSEMBLY
ON THE TAX PROPOSALS

Trenton, N.J., June 3th, 1972

My name is H. Peter Gray. I am Chairman of the Devartment of FEconomi:s of
Douglass College, Rutgers University and I represent the New Brunswick Chapjter
of the American Association of University Professors. Howewer, the views that
I present here cannot be attributed to AAUP in every detail.

I support the package of tax measures placed before the New Jersey Lejis-
lature by the Governor. There are two main questions that should be asked about
any program of taxes--is the level of spending by the State Government on the
provision of public services in some sense "correct", and is the burden of
taxation svoread equitably across the population of the State. Clearly no
collective program can be exnected to be ideal from the point of view of ewery
individual and organization in the State, therefore support must be given or
rafused on the basis of orders cf magnitude of expenditures and a general
1-hilosonhy with respect to the equity of the distribution of the burden.
ilowever, I wounld like to make one point explicit if only because economists are
somatimes interpreted as saying the oroosite: government expenditures for
currant services (including depreciation of canital) must be paid for by tax
revenues and not by bond flotation. This truth applies inexorably to any
¢overnmant not capable of printing money.

New Jersey does not have an enviable record on expenditures for the provision

of social services. Despite its agfluence, New Jersey has always kept provision

of such gervices at or near some irremediable minimum. On this basis alon2, the

arqument for an increase in expenditures by Trenton must be a strong one.
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Exceptions to these minimum levels have occurred when a sufficient part of the
population has been made personally aware that the alternative to tax-financed
state expenditures is higher disbursements by the citizens themselves. One
clear axample is higher education. Higher education in the State has expanded
at a very commendable rate in recent years. It will probably be necessary to
continue this rate of expansion for some years to come. However, neither the
A.A.U.P. nor I give testimony here in support of this Bill in the expectation
that its passage will provide some cornucopia on which education can draw.

Add to New Jersey's history of low expenditures per capita, the need for
the state to play a much larger role in education at the pre-college level and
the argument for substantial increases in revenue and expenditures by the State
become overwhelming. This does not mean that the Governor's proposed level of
expenditures is in any sense exactly correct or ideal, but it does imply that
the emphasis in the legislative process should be placed on the question of the
equity of the burden of the taxes as much as or mors than on the volume of
expenditures.

The source of revenue by the State Government and by local governments in
New Jersey has been reqressively distributed for a long time--weighing more
heavily on the poor than on the affluent. There are three aspects of the tax
package that are particularly pleasing. (1) The partial replacement of the
reqgresgsive property tax with a statewide income tax that consists of a progressive
set of rates and a series of progressive exemptions for specific expenses. (2)

The deductibility of the property tax component of rents paid by tenants from

taxable income. This is an innovation in which the Federal Government would
do well to follow New Jersey's lead since there is an unbecoming blatancy about

the preferential treatment given to homeowners in the Pederal requlations. (3)

110 A



I applaud the switch to major reliance upon an income tax on the grounds that
this form of taxation will shift some of the burden of taxation onto other
units of government in the United States. Because of this shiftability feature,
New Jersey's net proceeds from the tax package will exceed the net payments of
New Jersey residents. There are two sources of saving--other state governments
and the Federal Government (I think that the saving from the Federal Government
could be called "involuntary revernue sharing"). New Jersey residents who work
in and pay income taxes to neighboring States will now be able to credit their
N.J. tax payments from taxes due to other States. In effect, this process will
gwitch the taxes from those States to New Jersey at no cost to the New Jersey
tavpayer. BAg a ragident of New Jersey I have long been riled by this unnecessary
leakage of funds and found the recent reversal of income tax legislation in
favor of a higher sales tax by the State of Connecticut to be professionally
demoralizing. Involuntary Revenue Sharing will come about as a result of two
secparate fzatures of federal tax rsqulations. First, the deductibility of

taxes paid to stuites from adjusted gross income for computation of federal

tax liabilities constitutez a subsidy by the Pederal Government of taxation

by the individual States. This subgsidy is only paid when deductions are
itemized on the federal tax return (that is, the standard allowance is not
clained). Studies based on large numbers of federal tax returns show that the
likelihood of deductions being itemized increases with the income of the
recipient. Thus, to tha extent that the new tax package is progressive and
weighs propcrtionately more heavily upon the affluent, a greater share of

New Jersey tax revanues can be expected to receive the subsidy under the proposed
tax paci:age than under a lass progressive one that raises an equivalent volume

of revanues. Secord, the fact that the federal tax system is progressive means

that the crore affluent the person making the deduction, the higher his marginal
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tax rate and the higher the rate of federal subsidy of New Jersey tax revenuss
will be. Thus any redistribution of the tax burden in New Jersey--such as is
contained in th; proposed legislation--will increase the rate of "subsidy"
received from the Federal Government.

Finally, I would like, as an economist and as a registered Democrat, to take
issue with the opposition to the package by the State A.F. of L. and C.I.0. cn
the grounds that the "excess gains tax" is scheduled to apply for only three
years.

Technically, the problem in any tax measure which redistributes the base
for taxation from a property tax to an income tax, is to prevent windfall gains
accruing to business, (and other property owners) but it is also important that
existing businesses should not be penalized by paying higher effective rates
of property tax (tax plus excess gains tax) than new businesses. The A.F. of L.
and C.I.0. seems to have overlocked the pressures of competition which work
upon all economic units and which will erode over time the ability of any
business to enjoy the windfall gains of a reduction in property tax. A three
year duration for an excess gains tax is neither right nor wrong--but the tax
is a well-conceived means of preventing windfall gains to business and the
three-year duration is a good pragmatic length of time over which to impose the
gains tax. In the course of three-years, the potential for preserving any
windfall gain will have been largely eroded by the changing economic circumstances
in our State. A permanent excess gains tax on business currently located in the
State would not have been either a good policy or practicable. Computation of
the tax-saving will become ever more difficult with the passage of time and the
difference between the tax treatment of old and new businesses and locations

would have caused many businesses to move with, at a minimum, inconvenience to

their employees.
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I do believe that the A.F. of L. and C.I.O. made cogent points with
reference to the desirability of having landlords pass on property-tax savings
to renters regardless of the size of the property. However, even here, the
A.F. of L. and C.I.0 seems to have underestimated the strength of the forces
of competition. If big buildings reduce rents, small buildings will be forced
to compete. Similarly, the resolution of opposition seems to have overlooked
the pragmatic problems of enforcement. %5iven the clear benefits to workers in
general from the increased progressivity of the tax package, it is both
surprising and disappointing that the State A.F. of L. and C.I.0. did not give,
at least, qualified endorsement and press for minor changes to bs effected in

the lLegislature.
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VIILREAS, the Municipnl Reeeivers, Tax Collectora and Trensurerc'
Association of ueﬁ Jersey is constantly striving to educate it's membership
and othcfs in the adminictration of.phc property tax laws of liew Jersey; apd

WHLREAS, we are dlso;obliguted, as responsible Tax Administrat;rs, to
point out serious tax inequities vhere they exist) now thercfore, '

 BE IT RESOLVED that the Governor and State Legislature of thc'State of-
Ncw Jersey be advisecd of the scrxous 1nequities in the Tarmland’ Asscssment
Act of 196k, ana. that amending leci lat101 be adopted immediatel/ to accompl*sh
the followlng.

1. Amend the Farmlanu Act to apply only to land owners who derive at
least 30% of their income from gbg,land under,applicatxon or that ‘the farm
nctivityAis'the p;imary.sourge of income. A | o

.. 2. Amend the Farmland Act to apply Roll-back taxe. when cither there ;s al
change in use or in ownerahlp, wnlcheVer occurs first,’

3; Amend the Parmlnnd Act to remove the eminent domain clause and require
Roll—back tnxes be p&ld on nll State and’ Public Agency ncquisitlons at the time
of chunbe of title. “~)z _

h.‘ Amend .the Parmland Act to allow’ qualeied fnnnland nsscssment only to
those acres 1n actual fnrm use.

“5. Amend the Farpland Aasegzménf-Act tb.requiro.clcnr qnd‘nbsolutg proof:

of. farwlond inccma,.

'

i Poive Mo P ol Lol b vl e TIVRR R PEE

O Avenil the Farmland Assesumoent Acl Lo provide for sp Lo Live Ayuu’:'u
Roll-Back Taxes.

T;QAmend thé‘Fnrmlanq Assessmgnt Act to provide for both assessed value;‘
to be indicutc& in.the official Tax Duplicates .of the Muﬂicipality.
. BE IT TFURTHER RESOLVED,fThgt a cbéy of this Resolution be forwarded to tﬁe
ilonorable William T, Cahill, Governor of,the State of New Jersey; the Honora$le
liarxry Sears, chalrman of the govcrnor'° Tax RcAorm Comm1351nn to - each munber of
the commission; 4and to the members o‘ botn houdes of our state chlglath:e, anu

the Lcnguc of Munlcipulitics.

.

o I certify that this Rcsolut101 was duly adopted by the Hunlclnal

7ecc~Vcrn, Tax Collectors and chn’urnr Associution of New Jerscy on H‘173'7<O!

R 70 //\\AS ‘*“U"

.]_14 LV()&,)(,IM“)\- ' vsuu




STATEMENT
to
ASSEMBLY COMMITTEE ON TAXATION
concerning
TAX REFORM BILLS

submitted by
NEW JERSEY PETROLEUM COUNCIL

Trenton, N. J., July 9, 1972

Chairman Bedell, Gentlemen:

The New Jersey Petroleum Council, a business league representing
major oil companies and their affiliates, has reviewed the report of
the New Jersey Tax Policy Committee and the bills before you which
would implement that report, with various additions and changes.

Unfortunately, our review of these bills was limited because
of the brief time span between their availability to the public and
the hearings of this Committee. Thus, it has been difficult, if not
impossible, to fully assess the probable impact upon an industry such
as our own.

It has been the general consensus of the company taxation ex-
perts we have consulted that the well-reasoned recommendations of the
Tax Policy Committee, if implemented in total, would provide an accept-
able and overdue restructuring of New Jersey's revenue-producing system.
The Committee and State Administration are to be commended for under-
taking this effort. 1In general, we would be prepared as an industry
to support these recommended changes.

However, we cannot support the unique and probably unworkable
concept embodied in the two Excess Gains bills -- A-1301 and A-1305.
Basically, we oppose the Excess Gains Tax for these reasons:

1. It is contrary to the Tax Policy Committee's recommendations
to provide property tax relief for all taxpayers in New Jersey.

2. It is discriminatory against business in that it effectively
creates classification for real property tax purposes, which has been
condemned in principle and in practice by most tax experts from both
the public and private sectors, including the Governor's Tax Policy
Committee.

3. It would appear to require an entirely new, elaborate and
costly state organization to administer the tax.

-continued-
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4. It may involve a question of constitutionality under the
uniformity provisions of Article VIII of the New Jersey Constitution,
since its avowed purpose is to reclaim the tax savings of business,
under the real estate tax relief proposals.

We also would have some reservations about A-1299 and ACR-112.
These are the measures which would set a local property tax limit and
enable a constitutional amendment for supplementary school tax refer-
endums .

We would point out that the only firm tax rate limits established
by these proposals is that county and municipal rates may not increase
more than 10 per cent over the prior year. Other limits established
are only temporary and can be increased by local referendum. Also,
expenditure areas such as capital outlay, debt service, reserve for
uncollected taxes and special schools are exempted from the limits.

These proposals will undoubtedly slow down the rate of growth
of future property tax levies by requiring referendums. Nevertheless,
they provide avenues for gradual escalation of property tax levies back
to present peaks and beyond. To be truly tax limiting bills, they
should establish absolute ceilings. More stringent controls would be
needed to prevent continued escalation of property taxes.

Another comment supplied by our committee of tax specialists
which reviewed this package of bills concerns A-1300, which proposes
optional site valuation for urbanized centers, and ACR-11l1l, which
proposes a constitutional amendment permitting site valuation classi-
fication in urban centers. The committee noted that, like most pro-
posals for property classification, these bills would tend to be
discriminatory and inequitable since rural and urban taxpayers would
be taxed on a different basis. If site valuation is to prevail, it
is the committee's opinion that this method should be made available
on a statewide basis and not limited only to urban centers.

As noted earlier, our analysis of the impact of these tax bills
had to be more cursory than desired because many were not available in
printed form until very recently. We would be pleased to provide more
detailed and specific suggestions with regard to these pending bills
as desired.

In summary, we would again emphasize that we generally support
the recommendations of the Governor's Tax Policy Committee and cer-
tainly would be willing as an industry to bear our fair share of New
Jersey's tax burden. We believe that with some amendments the present
bills could be clarified to accomplish the Tax Committee's excellent
goals. We are opposed, however, to the Excess Gains Tax proposals
which we feel depart from these goals.

kk¥k
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STATEMENT OF THE NEW JERSEY DIRECT
MAIL SERVICE COMPANIES BEFORE THE
ASSEMBLY COMMITTEE ON TAXATION

6/9/72

My name is John Owens. I am speaking here today in my
own behalf as Vice President of Clark-O'Neill, Inc. of Fairview, New
Jersey, and also as a spokesman for an association of direct mail
service companies located in the state of New Jersey. We employ
some 2, 000 people. Most of our business comes from out-of-state
sources,

We have periodically appeared before the Assembly
Committee on Taxation. Our testimony appears in the report d;ted
January 28, 1970, page 84A. We also appeared before the New Jersey
Tax Policy Cornrnittée Task Force D. This testimony is in the hearing
report dated March 26, 1971, pages 23 and 110.

Our arguments against the application of the sales tax on
our industry are well defined in these reports and dese rve your attention.

The highlights of our arguments are:

1. The practical consequences of the Sales and Use Tax on our
industry which are alarming.
»
2., The unconstitutionality of the tax as related to interstate commerce.
3. Discriminatory taxation of our mailing services while exempting
all other media, i.e. magazines, radio, TV, newspapers and bill-

boards. Prior to March 1, 1970 we competed for the advertising

dollar on an equal footing.
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The current Sales and Use Tax law (Section 3 (b) (5)) taxes
"advertising services.'" The New Jersey mailing industry has opposed
application of the tax to the mailing services performed by it on the
grounds that they are not performing "advertising service'' within the
meaning of the act; and on the further grounds that to tax them, and not
newspapers, magazines, TV and radio, etc., is to unconstitutionally
deprive the mailers of equal protection; and that furthermore, the tax
on mailing services constitutes a burden on interstate commerce and
an encroachment in the federally pre-empted area of the postal area.

These contentions were tested first in the Division of Tax
Appeals, and that tribunal ruled that to tax the mailers where perform-
ing services required by federal postal regulations, they are non-
taxable; they rejected the other argument. The decision was appealed
and is currently pending before the Appellate Division of the Superior
Court,

It is important that the legislators should be cognizant of
these matters in its consideration of tax reform, because the current
law is clearly so ambiguous as to its application and so doubtful as to
its constitutiohality (as it has been applied to the mailers by the tax
administration authorities) that it constitutes an unending source of
confusion and pitfalls for the prudent businessman engaged in mailing
and for his customers.

We appeal for your review of the facts previqusly presented.

Thank you.
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