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THE NEW JERSEY STATE AND
LOCAL TAX STRUCTURE

TAXES COLLECTED BY THE DIVISION OF TAXATION

These are 20 major taxes (excluding Bank Stock Tax) col-
lected during fiscal year ended June 30, 1974 by the Division of
Taxation for State use or distribution to local governments
(See Table 3) ... ...

TAXES COLLECTED BY THE STATE OUTSIDE THE
DIVISION OF TAXATION

These are collections during fiscal year ended June 30, 1974
from Motor Vehicles Fees, Motor Fuels Use Tax, Boxing and
Wrestling, Pari-Mutuel Racing, and Outdoor Advertising
(See Table 3) ... .. . .. .

TAXES APPORTIONED BY THE STATE FOR
LOCAL COLLECTION

These are Public Utility Gross Receipts and Franchise Taxes
and Insurance Taxes apportioned by the State during fiscal
yvear ended June 30, 1974 for collection by counties and mu-
nicipalities during calendar year 1974 .. .. ................ ..

TAXES ADMINISTERED BY COUNTIES

This category includes Bank Stock Tax, for state, county and
municipal use during calendar year 1974 and Realty Transfer
Fee tax for county use. ....... ... ... ... ... .. ... ... . ...

TAXES ADMINISTERED BY MUNICIPALITIES

These are general property taxes upon real estate and tangible

personal property of telephone and telegraph companies for

municipal, school and county purposes during calendar year
4

Total State and Local Taxes ............... i, ..

$1,826.6 million

$205.0 million

$223.2 million

$28.6 million

$2,725.9 million
$5,009.3 million

This tabulation does not include lottery earnings, miscellaneous license fees and the

local luxury sales tax applicable in Atlantic City.
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LETTER OF TRANSMITTAL

To the Hon. Brendan T. Byrne, Governor of the State of New Jersey,
and the Legislature of the State of New Jersey:

The Annual Report of the Division of Taxation in the Department
of the Treasury is herewith respectfully submitted, pursuant to the
provisions of R. S. 54:1-13. It covers activities of the Division of
Taxation during the State fiscal year ended June 30, 1974. The Report
contains a detailed description of Division organization and its
activities, all taxes administered by the Division and tables showing
revenue collections, distribution of a variety of “shared” taxes, sum-
maries of new tax legislation, court decisions, decisions of the Division
of Tax Appeals, the County and State Abstracts of Ratables and the
State School Aid Table of Equalized Valuations. In addition, the
Report contains useful and valuable statistical tables showing property
taxes by class of property, state tax revenue growth, state and local
taxes as a percent of personal income and other informative economic
and tax information.

Revenues

Tax collections for the fiscal year ended June 30, 1974 attained a
new high of $1.8 billion, an increase of $130 million or 7.6% over
tax collections of the previous fiscal year. This, despite the economic
slowdown in the second half of the fiscal year. The Division’s
stepped-up audit and collection program manifested itself in improved
self-assessment on the part of taxpayers. Local property taxes for
1974 are expected to yield $2.762 billion, an increase of 6.84% over
the $2.585 billion levied for 1973. Details of the Division’s revenue
collections may be found in Table 3. They reflect sales tax collections
of $735.1 million, Corporation Business Tax collections of $282.0
million and Motor Fuels Tax collections $268.5 million.

Auto sales constitute an important component of sales tax collections
being between 17% and 20% of revenue. Auto sales continue to decline
reflecting the present economic environment caused in part by increased
credit restrictions and more difficult financing. The 1973 year was a
banner year for the auto industry and it is highly improbable that 1974
could come close.
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Increased Collection Effort

Tax collection efforts are continuing at an accelerated rate. For
example, the average assessment per field auditor increased by more
than $28,000 to $154,255. This is a continuing record of impressive
growth in which assessments by field auditors increased from $6.5
million in 1971 to more than $19 million in 1974. Assessment per
auditor increased from almost $64,000 to $154,000.

In the same light, office audits increased by approximately 116%
from $6.7 million in 1972 to $14.5 in 1974. This represented an in-
crease per auditor from $108,750 to $201,700. Activities of field in-
vestigators continue to show their high level of collection totaling $6.5
million and averaging $61,000 per investigator. The Contact Section
collected approximately $1 million through mail and telephone inquiries
to delinquent taxpayers during the year.

It is not necessary to review in greater detail the many improvements
in tax assessment and collection which have occurred. As indicated in
the body of this report, the Division is making long and successful
strides to improve its efficiency and its productivity. It would appear
to be “good business” to increase audit staff. Goals of improved
efficiency and minimum work force would, in these instances, be
advanced by the expeditious use of additional personnel.

Enforcement Activities

Executions on judgments have been on the increase. Pursuant to
authority under the Sales Tax Law, the Division has, for the first time,
proceeded on executions without utilization of the county sheriff. As
the Division proceeds in this direction, its executions should prove to
be more effective by reason of the reduction in time between issuance
of the execution and levy. In fiscal years 1973 and 1974, tax collections
through liens, levies and seizures exceeded $5 million.

Energy Crisis

During the year the Division worked closely with the State Energy
Office in connection with the implementation of the Emergency Energy
Fair Practices Act. The Division carried out a number of important
services for the State Energy Office and the Federal Energy Office as
well. '
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Motor Fuel investigations and surveillance were greatly intensified
to assure maximum compliance with the Unfair Motor Fuel Practices
Act and the newly enacted Emergency Energy Fair Practices Act.

Local School Financing

Property taxes and school finances can bhe expected to continue a
dominant position among subjects of discussion, debate and considera-
tion during the coming year. In anticipation of information require-
ments in such an envirnoment, the Division has improved its data
gathering activities in the area of local property taxes. This Report
contains a tabulation of local property tax revenues by principal property
class in every taxing district within the State. The Division stands
ready to develop other information as the need may arise.

School financing takes on added significance as a result of the New
Jersey Supreme Court’s decision in Robinson v. Cahill, 62 N. J. 473
(1973) in which the court held that the present system of local school
financing was unconstitutional. In a subsequent opinion in the same
case the court took the position that it should not disturb the statutory
scheme unless the Legislature fails to enact compatible legislation by
December 31, 1974, effective no later than July 1, 1975.

Property Tax Administration

If experience with recent tax reform efforts has taught us nothing
more, it has made it clear that property taxes can no longer be regarded
as something “easier to replace than repair.” New Jersey stands tall
among states in the matter of providing statutory and administrative
prerequisites for good property tax administration. For example:

The Division certifies assessors and conducts regular examina-
tions for this purpose. Statutes require that each taxing district
be serviced by a qualified assessor.

The Division cooperates each year with Rutgers, the State
University and the Assessors Association in providing suitable
training courses for assessors. ' ‘

There is a statutory requirement that each taxing district have
an up to date tax map approved by the Division.

Beginning in 1967, with a pilot program in Somerset County,
the Division has developed a practical and workable program
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for applying electronic data processing to local property tax
rolls. In 1974, 517 of the State’s 567 taxing districts were using
this system. All taxing districts are expected to be using the
system by January, 1976.

The electronic data processing program has been expanded to
include exempt property lists, as well as, taxable property.

The State prepares an annual equalization table based upon
sales/assessment ratio for real estate transactions recorded by
county clerks. This State is unique in that it makes available
results for each sale and permits line item appeals.

Coefficients of deviation are calculated each year and made avail-
able to indicate assessment results attained within each taxing
district.

The State establishes standards for revaluations and approves
contracts between private revaluation firms and local taxing
districts.

Technical assistance is provided to taxing districts in the
appraisal of unusual properties.

The Division maintains close contact with local assessors and
County Boards of Taxation. To the extent of resources avail-
able assistance is extended to assessors as requested.

Local property tax information is tabulated and published
annually in detail, by taxing districts and by class of property.

Suggestions have been made for further legislative and administra-
tive changes. In this respect, however, it is appropriate to note that
New Jersey has provided more statutory requirements than money. If
significant improvements are to become more of a reality, it is impera-
tive that greater financial resources be applied.

Property Tax Revaluations

Historically the only practical option open to taxing districts for
updating assessments rolls has been through mass appraisal performed
by revaluation firms. New Jersey taxing districts have paid more than
$26 million for approximately 1,000 revaluations since 1951. Fifty
revaluations cost more than $2.2 million in 1974 to average more than
$11 per property revalued. Continually changing real estate values
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cause rapid and extensive erosion which all too often can be corrected
only by a new contract for a new revaluation.

Assessors now have the capability to commit property records to
machine readable data storage. Extensive mathematical procedures in-
volved in extending and updating values can be done more thoroughly,
more accurately, and more frequently, than in the conventional manner.
The result is an ability to maintain tax rolls on a current basis with
greater accuracy and at less cost. At the same time computations
necessary to measure the reliability of estimates can be done on a con-
tinuing basis and problem areas clearly identified. Machine storage
makes it possible to maintain the records for reuse in subsequent years
along with new sales and cost data to update each appraisal annually.

The Division has observed at least two example local taxing districts
as they have expanded data processing for local property tax accounting
to further utilize these modern techniques in updating assessment rolls.
It is both practical and expedient to apply new methods and new equip-
ment within the State’s largest and most burdensome tax.

It is recommended that New Jersey expand its State developed data
processing program for property record keeping to make it fully effec-
tive and productive in machine assisted assessments. This will require
State commitment and it will cost some money. The long range benefits
in terms of tax equity, administrative feasibility, and reduced operating
cost are beyond question.

Property Taxes

A research study “Coefficient of Deviation—A Measure of Property
Assessment Uniformity’” had been prepared and distributed to all
municipalities. This study is an indication, in many cases, of the
uniformity or lack thereof in the assessmenet of real property in the
various taxing districts of the State.

Due to an increase in Social Security benefits, effective April 1, 1974,
the guidelines issued by the Director under the Senior Citizens Law
were revised. The new guidelines were mailed to all assessors and
collectors. Basically, they increase the maximum which may be
deducted from income in order to determine whether the property owner
exceeds the $5,000 statutory income limitation.
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The new Rules and Regulations for County Tax Boards were
promulgated by the Director pursuant to law. They were printed in
hooklet form for general distribution. For the first time, County
Boards of Taxation conducted their procedures and hearings under
uniform rules.

New Legislation

During the year, new legislation was approved which a) authorizes
the Director to appoint special agents empowered to act as peace officers
and to arrest any person who violates the provisions of the Cigarette
Tax Act in their presence; b) exempts from the Corporation Business
Tax Act certain retirement communities which are formed primarily
for the purpose of providing housing for its shareholders and members;
c¢) amends the Emergency Transportation Tax Act by suspending the
2% percent surtax for the 1973 calendar year and, further, requiring
that the allowances for personal exemptions be prorated when the tax-
payer’s Federal income exceeds his New Jersey income by more than
$100; d) repeals the requirement that holders of retail consumption
licenses, seasonal retail consumption licenses, plenary retail distribution
licenses, and limited retail distribution licenses and club licenses, file
bi-monthly Alcoholic Beverage Tax reports with the Division of Taxa-
tion under R. S. 54:45-1. In addition, e) legislation was also enacted
which simplifies the dissolution procedure for many domestic corpora-
tions and requires payment of all State taxes for corporations applying
for a Tax Clearance Certificate to be used in conjunction with disso-
lution proceedings; and ) amends the Unfair Cigarette Sales Act of
1952 by presuming the “cost of doing business by the wholesaler” to
be 514 percent instead of 3% percent.

A Look To The Future

It is hoped that recommendations contained in the past several
Annual Reports will be given serious consideration. These relate
principally to an increase in penalty and interest rates, creation of a
Commission to study and recommend legislation relating to the
difference between real and tangible personal property, a Study Com-
mission to modernize Title 54 of the Revised Statutes, including the
State Tax Uniform Procedure Law, by deleting archaic and un-
necessary sections, and to review exemptions from taxation under all
state tax laws.




You Are Viewing an Archived Copy from the New Jersey State Library

As noted in previous reports, serious consideration should be given
to placing the administration of the bank stock tax in a single agency
in preference to the split administration of the Division of Taxation on
the one hand and the 21 separate county boards of taxation on the
other. This split administration was the result of legislation enacted
early in 1970 when the State, for the first time, began to share in the
proceeds of the bank stock tax.

Also recommended is legislation to increase the amount of assets
which a corporation may have in order to qualify for use of the “short
form”; “circuit-breaker” legislation which would provide property tax
relief to senior citizens, disabled persons and others under handicap on
the basis of their incomes; sales taxation of certain documentary
vessels; legislation empowering the Director to bring an action to
remove an uncertified assessor from office; and, further consideration
of revision of the assessment structure to insure a large enough district
to support at least one full-time assessor and a full-time Tax Court.

The taxation of business in interstate commerce is receiving the con-
tinued attention of the Congress. Recommendations requiring serious
attention by the states appear in U. S. Senate Bills 2811 (interstate
sales tax), 1245 (corporation and sales tax) and 2092 (Congressional
consent to multistate tax compact). This Division closely follows and
participates in the deliberations concerning these bills.

The field of taxation is dynamic and fluid. It is important to be
alert at all times to needed tax changes which may result from economic
conditions, shifting tax burdens and the constant requirement to provide
for taxpayer equity and more simplified reporting. In these respects,
the Division is ever watchful.

Respectfully submitted,

SiDNEY GLASER,
Diyector,
Division of Taxation.
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CHAPTER 1
INTRODUCTION AND SUMMARY

DIVISION HISTORY

Prior to July 1, 1931, administrative and appellate powers with
respect to New Jersey taxes resided in the State Board of Taxes and
Assessment. The State Board of Taxes and Assessment had been
established in 1915 by consolidating The State Board of Assessors
and Board of Equalization of Taxes (c. 244, P. L. 1915). In 1931
administrative and appellate powers were separated. First, The State
Board of Taxes and Assessment was abolished (c. 101, P. L. 1931).
Next, assessment, collection, apportionment or equalization functions
were assigned to a State Tax Department (c. 336, P. L. 1931), while
responsibilities for hearings and determinations of tax appeals were
assigned to a State Board of Tax Appeals (c. 100, P. L. 1931).

In 1944, the State Tax Department was abolished; its powers and
duties to administer New Jersey tax laws were transferred to the Divi-
sion of Taxation in the newly-created State Department of Taxation
and Finance (c. 112, P. L. 1944). When the Department of the
Treasury was established in 1948 (c. 92, P. L. 1948), replacing the
State Department of Taxation and Finance, the Division of Taxation
was transferred to the Department of the Treasury.

The Division is headed by a Director who is appointed by the Gov-
ernor with the advice and consent of the Senate to serve until his suc-
cessor shall be appointed and qualified.

Effective September 1970, the Division reorganized itself along
functional lines. The prior organization consisted of the office of
Director and ten bureaus, each responsible for a single tax or for a
group of taxes. In contrast, the new organization establishes three
functional units: (1) Administration, (2) Collection and Enforcement,
and (3) Audit. Although administrative functions were consolidated
on a Division-wide basis, the consolidation did not include other
activities performed by the Public Utilities Tax Bureau, Local

(1)



You Are Viewing an Archived Copy from the New Jersey State Library
2

Property Tax Bureau and Transfer Inheritance Tax Bureau, with
operations not susceptible to grouping along functional lines. Effective
April 3, 1972, public utility and local property tax functions were
consolidated into a single Local Property and Public Utility Branch.
Based upon early experience with the new organization, further
refinements have been developed. As indicated in the organizational
chart (p. 15), two assistant directors share responsibility for all
functions.

STATUTORY RESPONSIBILITIES

Responsibilities of the Division of Taxation arise under the follow-
ing statutory provisions:

Tax N.J.S.A. Citation
Alcoholic Beverage Tax ................ 54:41-1 et seq.
Bank Stock Tax ........................ 54:9-1 et seq.
Business Personal Property Tax ......... 54:11A-1 et seq.
Cigarette Tax .......................... 54 :40A-1 et seq.
Corporation Business Tax (Net Income

and Net Worth) ...................... 54:10A-1 et seq.
Corporation Income Tax ................ 54:10E-1 et seq.
Emergency Transportation Tax .......... 54 :8A-1 et seq.
Financial Business Tax ................. 54:10B-1 et seq.
Insurance Premiums Tax ............... 54:16-1 et seq.

54:16A-1 et seq.
54:18A-1 et seq.
and 54:17-4 et seq.

Local Property Tax .................... 54:4-1 et seq.
Motor Fuels Tax ....................... 54:39-1 et seq.
Public Utility Tax:
Public Utility Excise Tax ............. 54:30A-16 et seq.
Public Utility Franchise Tax .......... 54:30A-18 et seq.
Public Utility Gross Receipts Tax ...... 54:30A-49 et seq.
Railroad Franchise Tax ............... 54 :29A-1 et seq.
Railroad Property Tax ................ 54:29A-1 et seq.
Realty Transfer Fee Tax ............... 46:15-5 et seq.
Retail Gross Receipts Tax .............. 54:11C-1 et seq.
Salesand Use Tax ...................... 54:32B-1 et seq.
Savings Institution Tax ................. 54:10D-1 et seq.
Transfer Inheritance Tax:
Transfer Inheritance Tax ............. 54:33-1 et seq.
Estate Tax .........ccvvivivinevnnnn.. 54:38-1 et seq.
Transportation Benefits Tax ............ 54:8A-58 et seq.

Unincorporated Business Tax ............ 54:11B-1 et seq.
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STRUCTURE OF TAX ADMINISTRATION

Tax administration in New Jersey involves tax collection activities
by the State, by counties and by municipalities (local taxing districts).
As the State tax administrative agency, the Division of Taxation exer-
cises varying degrees of responsibility for taxes collected at all levels.
These include:

Tax Collections: Administration of all taxes collected by the
State for State and local purposes except boxing and wrestling,
pari-mutuel racing taxes, motor vehicle licenses and fees and
Outdoor Advertising.

Tax Apportionments: Assessment and apportionment of taxes
upon public utilities and domestic insurance companies for local
collection.

Services to Local Taxing Districts: Supervision of local prop-
erty tax assessment standards and procedures, administra-
tive services to local taxing districts and County Boards of
Taxation, examination and approval of local tax maps, com-
pilation and reporting of statistical data, preparation of equali-
zation tables, and certification of assessors among other services.

In addition to its responsibilities for collection, administration
and supervision of taxes within the State and local structure, the Divi-
sion exercises certain police functions with regard to administration of
fair trade practice requirements under “Unfair Cigarette Sales Act”
and “An Act To Regulate The Sale Of Motor Fuels.”

TAX COLLECTIONS

Taxes collected by the Division during the fiscal year ended June 30,
1974, totaled $1.8 billion. As shown in Table 3 this was 90% of all
major State tax collections within and outside the Division of Taxation.
Taxes collected by the Division increased $130.4 million or 7.6%
between 1973-1974.

The $1.8 billion collected by the Division included $164.2 million for
payment to local governments for their direct support. This 8.9% of
Division collections represents $124.8 million of personal property
replacement taxes (save-harmless), $25 million of sales taxes, $9.5
million of Class II railroad “replacement taxes’, $1.3 million of financial
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business taxes, and $3.7 million of inheritance taxes. ‘The amounts

of these distributions to each county and municipality are shown in
Appendix Tables 46 and 47.

A description of each tax administered by the Division appears in
Chapter III of this Report.

TABLE 1

NEW JERSEY STATE AND LOCAL TAX STRUCTURE
(in millions of dollars)

Taxes cﬁ?:&:d Taxes Taxes Taxes
5 Collected by the Apportioned |  Adminis- Adminis- Total State
2 Diviston of | State Outstde | J¥ SUCS | tered by | (S bV lares
Taxation 1 D&fiﬂt;;e 2 Collection Countles palities 8
1955 $ 168.0 $ 80.1 $ 477 $2.5 $ 519.7 $ 8180
95 | 240 | as | s | 3 | i | ais
. . i .9 . .
1958 206.9 87.2 66.1 3.0 695.9 1,059.1
1959 254.2 91.1 70.0 3.2 7582 1,176.7
196 | 28 | ®s | @y | 37 | 840 | Las
1962 336.4 102.6 90.0 4.1 956.3 1,480.4
1963 367.2 110.1 95.4 44 1,020.9 1,598.0
1964 407.9 1189 994 4.6 1,110.3 1,741.1
1965 426.7 120.2 105.5 51 1,187.5 1,845.0
1966 466.2 1253 1117 5.5 1,229.4 1,938.1
1967 706.8 127.1 119.5 5.9 1,410.9 2,370.2
1968 818.1 134.8 127.2 6.4 1,519.25 2,605.7
1969 969.7 160.0 135.8 104 1,676.7 2,952.6
1970 1,147.34 168.7 146.2 19.5 1,933.8 3,415.5
1971 1,303.2 173.2 159.1 21.3 2,188.3 3,845.1
1972 1,421.5 179.4 181.6 24.7 2,406.7 4,213.9
1973 | 1,696.5 201.5 201.2 27.4 2,549.6 4,676.2
1974 | 1,826.6 205.0 2232 286 2,725.9 5,009.3

1 Effective 1969, all collections are net of refunds.
2 Does not include collections by the Lottery Commission since fiscal year 1971.

8 Net tax after senior citizens and veterans deductions. Excludes Atlantic City
Luxury Sales Tax Collections. Calendar year collections from 1955 through June
30, 1974 are cited below:

1955 ........ $1,546,985 1965 ........ $2,005,564
1956 ... 584,672 1966 . ... .. 100,304
1957 ...l 1,645,040 1967 ... 2,066,634
1958 ... 1,555.976 1968 .. ... 2,973,159
1959 ... 1,808,101 199 ... 3,319.758
1960 ... 1,778,585 1970 ... 3,714,150
1961 ... 1.742,352 1971 . 3,293,273
1962 ... 1,810,260 1972 .00 3,149,009
1963 ... 1,842,467 1973 .00 3,006,909
1964 . ... 1.853,252

1/1 through 6/30/74 ........ 1,221,679

4 Does not include Bank Stock Taxes paid to the State by counties effective 1970.
For collections see Table 36, page 209.

5 Effective in 1968, business tangible personal property (other than telephone and
telegraph) was eliminated from the local tax base in favor of replacement taxes
collected by the State for distribution to the local taxing districts.
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TAX APPORTIONMENTS

In addition to collecting tax revenues for State and local use, the
Division was also responsible for assessing and certifying $223.3
million of public utility and insurance taxes to municipalities and
counties for local collection during the year 1974. As indicated in
Table 2, all taxes apportioned increased $22.1 million (11%) between
1973-1974. These taxes are for the sole use of local governments and
are not available for State purposes. Amounts apportioned to each
county and municipality are shown in Appendix Tables 46 and 47.

TABLE 2
PUBLIC UTILITY AND INSURANCE TAXES APPORTIONED
1972-1974 )
Increase
1972 1973 1974 1973-74

Public Utility Taxes:

(other than railroad) Payable

directly to the several taxing

districts of the State (met of

State Administrative costs) :

(1972, $91,026; 1973, $94,753;

1974, $99,589) .............. $174,843,413 $193,826,938 $215,515,165 $21,688,227
Domestic Insurance Taxes:

Payable directly to taxing dis-

tricts—87%% .............. $5,940,552  $6,450.972 $6,828269  $377,297
Payable directly to counties—
12%4% ....... . .......... 848,650 921,567 976,346 54,779
Total Insurance ............... $6,789,202  $7,372,539  $7,804,615  $422,076
Total Taxes Apportioned . ... ... $181,632,615 $201,199,477 $223,319,780 $22,120,303

SERVICES TO LOCAL TAXING DISTRICTS

An important function of the Division is supervision and co-
ordination of local property tax procedures. Local property tax col-
lections increased $176.2 million over 1973, reaching a total of $2.7
billion (net after senior citizen and veterans’ deductions). This total
compares with major State tax collection of $2 billion.

Taxes collected locally totaled $3 billion for 1974. Included in this
total are general property taxes upon real estate, taxes upon personal
property of telephone and telegraph companies, the Bank Stock
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Tax, Realty Transfer Fees and Public Utility and Insurance Taxes
apportioned by the State for local collection. State and local respon-
sibilities for tax collections in New Jersey were 41% and 59%
respectively in fiscal year 1974. This contrasts with approximately
55% which State collections average for all states in 1969-70.1 The
heavier than average dependence upon local revenue sources, especially
local property taxes, indicates the importance of overall efforts to assist
local tax administrators to maintain maximum uniformity and effec-
tiveness.

Ma jor activities of the Division relative to local taxation are reviewed
in Chapter IV of this Report.

TAX STUDY
Continuing Studies

The Division engages in continuing study of tax problems, tax
procedures and tax results. This includes compilations and analyses
of statistical information, as well as, constant review of administrative
operation. It also concentrates upon possible new procedures and
development of special solutions for special problems. An important
activity is anticipation of future tax developments and administrative
requirements to facilitate smooth and efficient adjustment to changing
circumstances with minimum resort to emergency or crash programs.

In addition to its own administrative procedures and administrative
results, Division research has been directed along traditional lines of
revenue estimating and legislative development. These activities in-
clude preparation of “fiscal notes” in reference to numerous legislative
proposals affecting taxation and related subjects. They also include
a wide range of data gathering and estimates relative to tax impact,
tax potential, comparative tax positions, and answers to a large number
of referrals.

School Finance

Activities of the Governor’s Task Force and others concerned with
school finance dominated division efforts during the year just com-
pleted. This has included estimates for a wide variety of revenue

1TU. S. Department of Commerce, State Tax Collections, 1973 (GF 72 no. 1), p. 10.
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sources to meet requirements for “thorough and efficient” education
laid down by the court in Cahill v. Robinson. In addition to statistical
studies and compilations, there have been numerous conferences, review
of diverse suggestions, gathering of materials, trial calculations, and
testing of results. Such work has extended over property taxes, in-
come taxes, corporation taxes, highway use taxes, and such other
miscellaneous areas as circuit breakers, petroleum taxes designed for
revenue and conservation, capital gains taxes, etc. |

A major issue in Cahill v. Robinson was the lack of equality in
school program and school cost financed from local property taxes.
Tax replacement or reduction was thus basic. Research involved
review of possible property tax classifications, as well as, changes in
property tax administration, exemptions, credits, and other features
of New Jersey's major tax source.

Income Tax

Interest in developing income taxes as alternatives to major reliance
upon ‘property taxes for school support created a large new need for
improved data sources. In cooperation with the U. S. Internal Revenue
Service, the Division obtained special income tax model computations
based upon Federal data in New Jersey. These related to sample data
for 1970 and special studies to develop the most reliable projections
possible. The result was an improved ability to estimate yield for a
variety of income tax applications. Data obtained in this manner have
also been useful in other tax analysis growing out of school! finance
environment.

Property Tax Administration and Reporting

This is the second Annual Report to contain a breakdown of general
property taxes by class of property within each taxing district (See
Table 28). School finance studies have generated an interest in
greater distribution of such materials. During the year just completed,
the following four separate tabulations were distributed.

1. Average Sales/Assessment Ratio in New Jersey by Taxing
District—By Property Class

2. Coefficients of Deviation
‘A Measure of Property Assessment Uniformity
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3. Average Real Estate Tax in New Jersey by Taxing District—
By Property Class

4. Taxes Collected by the State for Distribution to Municipalities
and Taxes Apportioned by the State for Municipal Collec-
tion—Property Tax Rate Required to Raise Comparable
Revenues

Numerous tabulations were made for other specialized property tax
applications to the school finance problem. In all cases these were in
addition to recurring property tax information which is becoming in-
creasingly available as a result of improved data processing for local
tax records. Recognition that the property tax has reached such size
and prominence within the New Jersey tax structure that its complete
replacement appears unrealistic, has led to intensified exploration with
local tax officials possible techniques for procedures for modernizing
the assessment process.

Sales Tax Survey

Recurring legislative suggestions for modifying sales and use taxes
to provide additional exemptions, or to increase tax revenue, require
constant review. This has been especially true as possible modifications
of the sales tax were considered as alternatives to school financing
from property taxes and income taxes. Improved tabulations of sales
tax data have developed. This report contains tabulations of sales tax
records by major industrial group (See Tables 19 and 20). The Divi-
sion has been handicapped by a simplified sales tax return which
provides an inadequate information base from which to prepare revenue
estimates.

A small but scientifically selected sample of representative sales tax-
payers has been compiled and used to provide some of the information
needed. Its first application has been successful and it is anticipated
that similar samples will be completed on a biennial basis in future
years.

Economic Distributions

Problems associated with the energy crisis and growing inflation
began to cause concern about fulfillment of tax revenue expectations
late in the fiscal year. Corporation tax collections during April 1974
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were greater than those for the prior year but less than was anticipated.
Sales tax collections reflected a decline in motor vehicle sales as these
were influenced by gasoline shortages. In the face of these apparent
economic impacts upon tax revenues, the motor fuel tax exceeded
expectations. These and other economic abnormalities played an im-
portant roll in tax study activities.

TAX COUNSELOR

Tax Counselor Section provides answers to technical questions
which arise in the Division. It acts as a liaison between the Division
and the Office of the Attorney General. It also coordinates Division
activities with regard to information given to the public.

The Tax Counselor Section:

Drafts necessary rules and regulations subject to approval
by the Director; reviews proposed tax legislation; renders
decisions respecting tax questions which arise in the routine
operation of the Division; provides counseling specifically
to the Hearing and Conferences Section, and Information
and Interpretation Sections of the Division; reviews and
prepares material to answer Appeals taken from determina-
tions made by the Division; provides answers to technical
questions raised in correspondence received by the Division;
and counsels the Director and Assistant Director in technical
matters.

Taxpayer Service Section

Effective November 29, 1972, the Taxpayer Service Section was
made subject to supervision by the Chief Tax Counselor. Utilizing
personnel presently assigned, the Counselor provides technical
assistance to taxpayers requesting such assistance in writing or by
telephone. This action has provided uniform technical advice by having
a central control of all issuances. The Taxpayer Service Section also
receives and processes all requests for tax forms.

The taxpaying public’s high demand for information services is
“indicated by statistics maintained by the Taxpayer Service Section
which answered 3,700 written inquiries, responded to 14,500 telephone
inquiries, participated in 6,700 taxpayer conferences and satisfied
2,600 requests for forms.
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TABLE 3
MAJOR STATE TAX COLLECTIONS (NET) 1972-1974

Collections for Fiscal Years Percent Change
Tax Source
. o of % of % of 1973- 1972-
1974 Total 1973 Total 1972 Total 1974 1973
Collected by. Division of Taxation:
Alcoholic Beverage Tax ............... $56,780,719 2.8% $49,914,0931 2.6% $45,371,874 28%| + 138% -+ 10.0%
Bank Stock Tax ...................... 10,935,362 0.5 10,587,884 0.6 8,633,348 0.5 + 3.3 + 226
Business Personal Property Tax ... ... 64,273,821 3.1 57,777,890 3.0 53,449,340 3.3 + 11.2 + 81
Cigarette Tax ........................ 167,754,410 8.2 165,047,270 8.7 134,274,