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Report

To the Governor and the Legislature of the State of New Jersey:

The State A\udit and Finance Conmmission was recreated by
Joint Resolution No. 2, TLaws of 1930, We organized by electing
Frank D. Abell. Chairman, Emerson I,. Richards, Vice-Chair-
man, and Dryvden Kuser, Sceretary.  We have been attended
since June 23rd last by D, Irederick Burnett, as Counsel.

COMMISSION—PURTPOSES

This Commission was constituted “for the purpose of col-
laborating with the Governor in connection with the audit of the
finances of the State, and for the purpose of recommending to
the Governor and the Legislature as to what boards, commissions
or departments of the State may be consolidated or otherwise
reorganized to avoid over-lapping of effort and jurisdiction, to
examine the work, pay and duties of the employees of such
boards, commissions and departments with the view of reducing
costs of administration and promoting efficiency, and of a com-
prehensive method of operation and system of accounts for the
general treasury of the State and for the various boards, com-
missions and departments of the State receiving any funds {for
their support or maintenance from the State or its inhabitants.”

COMMISSION—SCOPE OF THIS REPORT

We have held public hearings averaging one each week through-
ont the year. Numerous witnesses have been heard and volumi-

nous testimony taken.

In order to predicate our recommendations on personal knowl-
edge of the actual facts and conditions, we conceived it to be our
duty to make an intensive study of every board, commission and
department in the State, as distinguished from a merely exten-
sive and, thereiore, necessarily cursory survey. Our thought has
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been to desigm reorganization according to the facts as found
and not endewvor to fit the facts into a preconceived plan.

Hence, as 1o each department examined, we have made a
comprehensive: studx not only of its functions, operations and
financial affas =< but alse its relation to and coordination with
other departn2nts. To this end we have utilized every available
source of infc-rmation, including the reports of the Joint Legisla-
tive Survey 4 ommittee, clated December O, 1‘[)25: and u} the
National Instirute of Dublic Administration, dated Decemiber 31,
1929 as well as our own fiekd investigations.  The tine allottcxl;
however, has not been sutficient to cnable us 1o examine in this
manner cvery depariment and every phase of the hoard
ment delegate ! to us.

assigm-

Muck work. remains to be done. 'I'o the extent of the ground
N Pl
covered. we i )W report our findings and recommendations.

GOVEKR NOR

THE CHIEF LXECUTIVE

Our State Constituition provides: “I'he powers of the govern-
ment shall be «_ ivided intothree distinct departments—the Ledisla—
tive, Executiv.=. and Judicial;" further: “The Executive p?)wer
shall be veste<. in a Coverntor;” finally : “He shall take care that
the laws be fa Ithfullv executed.”

The Constizution strikes the keynote. Reorganization of the
government sizould be built around the Governor. In him is
vested the ewsecutive power. Ou him is imposed the duty to
execute the lews. The power and the duty go hand in hand.
The Comstitution itself contemplates centralization of power in
the Governor.  The power is given in order that he may dis-
charge the dutw. )

Our objectiwe, therefore, is to make the exercise of Executive
power most erfective. This requires that every administrative
acFlvity must  be articulated, not only with each other but,
primarily, to contralized executive control. The Governor should
have the ways and reans to carry into practical operation the
entrusted reser-«oir of power.

The form is of small moment. Thus, whether or not formal
cabinet meetings should be held and, if so, at what intervals, is
best confided to his sound discretion.  The substance is that he
shall have the power to convene at any time any or all officials;
to cstablish and operate his own information hureau: to effect
and maintain contact with every governmental activity; to utilize
not only hiz own staff but every agency of the State; all to the
end that the laws be faithfully executed. That means power tn
summon and convene: adequate reports on demand as well as
perindically; a comprehensive and balanced hudget; continuous
expenditure and revenue supervision; a sympathetic grasp but
steady orip on the growing problem of the obligations of the
guardian State to its municipalities as well as its sovereign rights
over them: a centralized control not only of accounts and audits,
but also of the entire financial machinery, designed and competent
to meet the requirements of public business.

The notion that the Governor should make every appointment,
presumably on the assumption that he is responsible only for his
own appointees, is specious. His duty is to oversee the faithful
execution of the laws by every executive ofhcer, board and com-
mission, constitutional as well as statutory, regardless of whether
appointed bv him or not. The manner of appointment is a
matter of policy. Enforcement of the laws is a matter of duty.

Again, the constitutional provisions should not be narrowed
or shallowed by segregating and allocating particular administra-
tive functions of the Governor, and thus burdening him with the
conduct of an operating department at the expense of his super-
vision over all the State’s business. Similarly to the President
of a business corporation, he is in ultimate charge of every
administrative activity. Creation of an Executive Department
and transfer thereto of an existing division, e. g., State Dolice,
would divert his attention by saddling new responsibilities but
would not amplify his present power. Nor would it be of advan-
tage to the State Police. Rather than clog the Chief Executive
with more detail, the objective should be to free him for service
in larger fields.

He should devote the whole or as much of his time as may be
necessary. It is not desirable to enact a statute fixing the precise
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atount oi time which the Governor shall give to matters imvolv-
ing such wide latitude of discretion. He is already the Governor
the full twenty-four hours of cach day. Iorm is not force.
Government depends on the men who administer it

GOVERNOR—NOTARY PUBLIC COM MISSIONS

I 'he Governor should be relieved from all connection with the
izsuance of these commissions.  The duty should be lodged with
the Secretary of State.  The occasional failure of an appointee
to qualily by recording hiz comuussion in the county clerk’s vffice

can Dbe controlled by withholding the conunission until qualifica-
tior. The competency of applicants should be thoroughly teste:l
before any Notary Public commission is granted.

BUDGET—DPERSONNEL

I"he Constitution requires that the Governor shall communicate
by ressage to the Legislature, at the opening of each session, the
condition of the State and recommend such measures as he may
deem1 expedient.

The Budget Act, already in force, is a specification of this duty
as regards formulation and enunciation of his fiscal policy—the
great problem of a Chiei Iixecutive. IHe has the duty to initiate,
although not the right to dictate, the financial policy of the State.
The personal nature of this duty requires that the budget officer
shall be directly and immediately responsible to him. It is here
that he gets his raw material and first hand information. These
considerations dispose summarily of the proposal to establish a
Budget Bureau under a Director of Iinance or any other in-
termiediary.

The highly confidential relation of the Budget Commissioner o
the Governor, as his official eyes and ears, requires appointment
and service at his pleasure. I'he office staff, on the other hand,
remains intact despite any change in administration, which fact
assures continuity and hence frees a Governor to choose his own
confidential fiscal adviser. There are now two Dbi-partisan Bud-
eetary Assistant=. Politics has no place in the Dusiness of the
hudget.  Duplication of work 1s avoided, responsibility fixed,

8

$7,000 per anmum saved, and a business set-up gained by having
but a sinzle Budget Connuissioner. We <o recommend.

BUDGET—SCOPE

The State mikes only a partial annual budget of its revenue
and expenditures. Less than half of the annual expenditures
withdrawn from the Treasury by annual appropriation. This ©
becanse of dedication by preceding Legislatures of certain reve:

nues to specific purposes.  As an evidence of good faith, as an

carnest of adherence to an agreed program which cannot be comn
pleted within a single fiscal period, or as a pledged tund honor
obligations, such dedication is exemplary and goes far to matntais
the faith and credit of the State. The practice has led, however.
to not-inclusion in the recurring annual budget of such pledge
or dedicated revenues and the corresponding omission of propose:
expenditures thereof. The result is that the annual Budget Mes-
sage does not review the complete fiscal situation nor embrace the
entire fiscal policy. Whence it follows that the Legislature an-
nually reviews and passes upon only a part of the annual ex-
penditures.

‘T'his does not niean that such expenditures are either unauthor-
ized or not accounted for. Such inference or innuendo is unwas-
ranted, untrue, and serves only to confuse the real issue con-
fronting us. The fact is that every expenditure, whether or no.
included in the annual budget, must have been authorized at on-
time or another by express legislation. And every expenditure
must be fullv accounted for, regardless of the time or form o
authorization.

What it does mean is that the annual budget as presented to
and the annual appropriation bill enacted by the Legislature does
not tell the whole story in a single document. The composite
picture can be assembled by piecing together the pertinent legis-
lative and accounting data if one has the time and inclination.
But without such assembling, only a part of the picture is pre-
sented.

We believe the taxpayers are entitled to have a single and com-
plete fiscal picture year by year in such succinet and convenient

9
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form as may be readily understood and as will reflect the true
significance of all the State finances.

"Fhat s not all. The dedication of certain revenues for desig-
nated objects must, by its very nature, be general in terms. The
purpose 1s described withh more or less precision, but of necessity
there cannot be <iich specification of particulars as is possible an
as 1= practiced by the annual budget and appropriation act. it
amounts toa lump sum appropriation with authority i the spenc-
ing zency o apportion, apply and administer as it sees fit in it~
uncentrolled judgment, providing only that expenditures do not
exceed the amount appropriated and fairly come within the gen-
¢rat purpose as deseribed. The major question is whether or not
there should be an annual review by the Legislature of every
proposed expenditure although authorized in general terms Iy
some preceding Legislature. It all such items were included in the
budget. they would automatically become subject to annual re
view. Without such review, there can be no real expenditure
control. \With it, the Legislature can control expenditures pro-
posecl to be made in any fiscal year under previous legislation.

Oz courze, it would be deplorable if money collected for o
devoted to a certain purpose should be used or diverted to acconi-
plish alien purposes. Specific dedication of a special fund, how-
ever. does not require that its actual expenditure should go un-
budgeted. All the checks and safeguards of budgeting and of
meticulous line item appropriations can and should be applied to
the propo=ed expenditures from that fund. Extravagances in
projects which nrever would have received the sanction of the

ne
Governor or of the Legislature if the complete picture were
annually presentes], will be stopped at the threshold by such com-
plete budgeting. It will assure correlation of annual expenditure
to lonig timye financial planning. Tt will restore the salutary power
of tixe Legislature to control all annual expenditures by the annual
appropriatton bill.  And this can be accomplished without violat-

ing in any manner the sanctity of dedicated funds.

We recornmend. therciore, that the scope of the present annual
budget be asnphifiedd to include all estimated revenues and proposed
expeniditure=s of every name and nature.

10

BUDGET—EXECUTION

The budeet is an estimate of revenue wnd o recommiendation
of expenditure made by the Governor.  Lie proposes. The Legis-
lature disposes. The budget, to the extent adopted by the Legis-
lature via an appropriation wct, becomes transformed into law.
It is then no loneer a budget. Tt has become the law itself.
Fixpenditures are made not under the budget but under the appro-
priation. e Conatitution provides that “No money shall be
drawn from the treasury but for appropriations made by law.”
The appropriation constitutes the authority to spend.

The term “hudgetary control” iz hence a misnomer, and con-
ducive to confusion of thought. The real question iz one of
expenditure control—who should decide how, when and to what
extent the money appropriated should be spent. The right to
spend a given sum is one thing. To spend it wisely is another.
The preparation of the budget and its crystallization into an
appropriation act are important steps toward economy but the
final factor is the actual expenditure.

We believe that the primary incidence of expenditure control
should fall on the spending agencv. This serves to localize and
definitely fix responsibility. It fastens the obligation and
tightens the sense of stewardship. The Governor knows exactly
whom to hold accountable.

The {unction of the Chief Lxecutive, so far as expenditure
control is concerned, is to see that the appropriation law is faith-
fully executed. If, perchance, he discovers waste, extravagance
or mismanagement, although within the strict letter and limit of
the appropriation, he should have a veto power to stop in whole
or in part future expenditures and to prescribe the terms on which
the same shall be made, if at all.

In order that the Governor may have practical means of infor-
mation of expenditures, a copy of every Purchasing Agency and
Using Agency requisition and of every Detailed Application and
Direct Purchase Order shall be served upon the Commissioner
of the Budget. This will not only furnish budgetary information
but will serve to maintain a continuous contact with the spending
agencies. and place their financial operations under review by the

11
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fiscal adviser of the Chicef Executive to the end that every admin-
istrative activity is subordinated to and articulated with central-
ized executive power.  The Commissioner will absorb the detail.
The Governor’s attention will he called only to unusual or (ries-
tionable irems and otherwise as directed hy him., The information
is 1 the <irect channel to the Governor.

BUDGET—MESSAGE BY INCOMING COVERNOR

The incoming Governor, under present Laws, has no part in the
budget message refating to the State’s fiscal vear which begins
July Ist, following his induction into office on the third Tuesday
in January. The result is that the fiscal policy for the State—the
great problem of executive leadership—for practicallv a whole
vear and a half after he goes into office is formulated, not by the
Chief Fxecutive actually at the helm during that vear and a half,
but by his predecessor.

The bare recital of the facts engenders insistent urge that the
incoming Governor have specific power and he under specific duty
with reference to the budget beginning the first full fiscal vear
following his election.

The objective is gained and the practical difficulties, caused by
the timing of the budget hearings, the budget message, and the
appropriation bill, sufficiently surmounted by requiring that the
budget message for said first fiscal year shall be presented by the
incoming Governor not later than the fifteenth of February fol-
lowing the commencement of his term. We so recommend.

The allotted time is not too short. KElection occurs in Novem-
ber. Budgetary hearings do not start until late in October. The
budget files should be made available to the incoming Governor
and his purposed nominee for Budget Commissioner immediately
upon election—so also the privilege to attend budget hearings.

BUDGET—CHANGES IN THE STATUTE

The Budget Act requires other changes.

Instead of a trial balance, the spending agency should supply
a balanced statement showing a complete summary of income and
expenditure. The income statement should show both original

12

and supplemental appropriations, and all transfers of appropria-

trons and all allotments {rom the lumergeney Fund.

The budget should show the {ull estimated expenditures for
which appropriations are sought without deduction for estimated
income from the particular agency, to the end that the true amount
and financial significance ol the budget may be readilv compre-
hended.

The proposal to haul the Governor before the Legislature to
make him defend his budget proposals is unscemly, even if consti-
tutional.  The Budget Commissioner, however, and his files and
records should be subject to examination both by the Legislature
and by the Jomnt Appropriation Conimittee.

Applications for supplemental as well as annual appropriations
should be made to the Budget Commissioner so that he can report
the facts and his recommendations to the Governor who in turn
may express his views to the Legislature.

Similarly a copy of every application for transfer of appropri-
ations shall be served upon the Budget Commissioner who shall be
required to forthwith state his recommendations, accompanied by
his reasons, to the authorities having control of such transfers.

Capital expense of projected programs should be budgeted
through to completion even though but part is recommended for
the current year.

Budgetary hearings should be public.

It should be the duty of the Budget Commissioner to assist in
devising new working programs for institutions, departments,
commissions and other spending agencies whenever their bud-
geted amounts are reduced by the appropriations act.

The impracticable provision, now in the statute, that no sup-
plemental, deficiency or incidental bill shall be considered, should
be exscinded. The supplemental bill is a reasonable necessity
to take care of situations which have arisen and for which human
foresight could not or did not provide. Supplemental bills, how-
ever, can be much cut down by perfecting the original budget.

13
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ACCOUNTS—PRESENT ACCOUNTS OF COMPTROILER

The office of Comptroller of the Treasury was created in 1865,
The Act provided that 3t shall be his duty to examine, audit,
adjust and settle all accounts duce to or presented against the
State, and certity the amount adjusted or allowed, to the T'reas-
urer for receiplt or pavmient.

The duty as thus denned extends to receipts as well as ex-
peaditures. to meome as well as outgo.

The accounts now kept by the Comptroller are in aid of his
duty to audit. They are designed only for that purpose. There
they stop.

His accounts are kept only on a cash basis. They show, in
single entry form, @ complete record of all cash receipts and
disbursements.  The cash is balanced daily. DBelore vouchers
are certified to the Treasurer for payment, they are checked with
the appropriation to determine that the expenditure is made only
for the purpose, in the manner, under the authority and in the
anvount prescribed by law.

Little or nothing has been or is being done to audit the in-
corme—to ascertain that the State actually receives everything
that it is entitled to get. 'This point is reserved for later con-
sideration herein.

"The Comptroller’s Office has concentrated and for all practical
purposes confined its auditing work to the expenditure side.
Its work on this branch has been well done.

The State has not made it the duty either of the Comptroller
or of the Treasurer or of anybody else to keep complete accounts
of the whole financial business of the State on a double entry
basis, summarized in a general ledger controlling all accounts.

ACCOUNTS—NECESSITY FOR COMPLETE SYSTEM

The businesslike administration of State Government requires
the immediate installation of a complete double entry system of
gemeral accounting for the whole State Government. It is not
sufficient to know merely that the respective appropriations have

14

not been exceeded and that thev have been spent as intended by
the Legislature, and that the cash in the Treasury is intact and
fully accounted for.  The Governor, the Tegislature and the
citizens should have much more than this.  They should have
completely halanced statements showing the exact financial con-
dition and all the fizcal anerations of the State as a whole. The
accounting syvetem should be designed and operated to produce

that result.

ACCOUNTS—CENTRALIZED CONTROL OF ACCOUNTING

We find that the Department of Tnstitutions and Agencies and
the State Highway Department, the two largest operating and
spending agencics, already have installed, and have had m opera-
tirn for a decade past, accounting systems which are models of
their kind. Those svstems produce the essential financial data
and records necessary to formulate intelligently and carry out the
husiness plans of those departments, and to render a true and
complete account of their financial activities. The underlying
principles are capable of being adapted to fit the needs of a uni-
fied system of accounting for the State as a whole.

This can best and most economically be accomplished by estab-
lishing a centralized control of accounting in the Comptroller’s
Office. His present elaborate appropriation accounts would have
to he retained in any event as an essential, inseparably interwoven
with the discharge of his auditing duties. It is only by main-
taining such appropriation accounts that the auditing objective
of detecting and preventing improper disbursements can be
attained.

The essentials are (1) to provide that the accounts of the State
shall be kept by double entry under the general direction of the
Comptroller and show at all times not only the standing of all
funds and appropriations but also of all other accounts and the
precise financial condition of the State; (2) to install a general
controlling ledger; (3) to require that every department report
monthly to the Comptroller in such form as he shall prescribe
all the financial data necessary to be included in the general ledger
controlling accounts so as to produce unified statements of finan-
cial condition and operations; (4) to establish in each department

15
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a uniforin systeni ol accounting to be prescribed by the Comp-
troller to the end that the accounts in each departinent articulate
with the accounts in the Comptroller’s central office and with
cach other.

The emmphasis 1= to be placed, not on accounts but on the control
of accounts. The contemplated work may be done expeditiousiy
add inexpensivedv. It does not mean a duplication in the Comp-
trolier’s office of work already done 1 the accounting offices of
the several departments. It requires no more than a few entries
cach month for each department to summarize tor record in the
general journal and posting to the general ledger the several
totals the detaiis of which are shown by the prescribed reports.
This work can be done by a single bookkeeper qualified by Civil
Service. [t will not involve any upheaval or even interruption of
the Smte business while installation 1s being made. It will not
break down or divert any dedicated or trust fund. Fach {und
retains its separate identity and each is properly reflected iu the
summary consoiidated statements. The principle of centralized
control of accounting is broad enough to give effect to every
accounting, legal and business consideration.

The ultimate objective of the accounting will be the production
of a consolidated balanced statement of the true financial condition
of the State. This statement should be furnished each month to
the Governor and published in full.

ACCOUNTS—AUDITING

The duty to audit receipts as well as disbursements has already
been adverted to.

The Act of 1865 makes it the express duty of the Comptroller
to superintend the collection of the revenue and to take general
charge and supervision of all the rights and interests of the Stafe
and to mstitute and direct prosecutions against delinquent officers
of the revenue. The Act of 1908 makes it the duty of the auditor,
transferred by the Act of 1913 to the Comptroller, to thoroughly
examine and audit all accounts of every department and institu-
tion at least twice each year, and to make a complete audit and
verification of the reports of all County and State officials charge«!

16

with the duty of collecting fees or other moneys for or in behali
of the State.

Little or nothing has been done to discharge effectively these
duties. There has been a general breakdown of this function
T'he excuse is that the personnel has been insufficient. Obviously.
the audit of the income is equally as important as the audit of
expenditures. The State should be sure that it receives everyvthing
to which it is entitled. Tt does not suffice to go by what is on the
houks.  The question is what ought to be on the books. The duty
and the power are already iu the law. The auditing division
<hould e internally reorganized to discharge this duty in fuil.
We have no doubt but that the Tegislature will supply the neces-
«ary appropriation.  The initiative ol presenting and pressing the
matter is on the Comptroller.

The monthly reports of the several departments, as contem-
plated under the previous caption, should, of course, be verified
from time to time by field audits made by the Auditing Division.

The accounts of the Comptroller should themselves be made
subject to annual audit by independent outside accountants and
the'report certified to the Chief Fxecutive in like manner as the
larger husiness corporations cause independent audits to be made
and certified concerning their affairs.

ACCOUNTS—REORGANIZATION OF COMPTROLLER’S OFFICE

The Comptroller’s Office should be reorganized with three
divisions (1) Accounting, under a Chief Accountant; (2) Audit-
ing. under a Chief Auditor; (3) Executive, under the Comp-
troller and his Deputy.

The Accounting Division will be concerned with maintaining
all records leading to and including the general ledger.

The Auditing Division will conduct all pre-audit and post audit
operations, including the field audits.

The Executive Division will not only supervise all operations
hut also will issue the consolidated financial statements and pre-
scribe and enforce the uniform system of reports and of accounts
for all State departments and discharge all other statutory duties.

17
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As a fundamental principle involved in auditing, the Conip-
troller should be absolutely free and independent of any ex of-
ficito duties so that he need never pass on any acts or transactions
with which he is officially concerned or in which he has par-
tici pated.

STATE EMERGENCY FUND—ADMINISTRATION

"T'he legislative practice has been to provide for a State Emicr-
geirey Fund of $250,000 in the annual appropriation bill for the
Gowernor, the T'reasurer and the Comptroller, ex officio as the
State House Commission, to meet any condition of emergency
until legislation appropriate therefor shall he enacted. 1t is stipu-
lated that no disbursement may be made therefrom except upon
the written consent of all of those officials.

The emergency fund, obviously, is a far-sighted and proper
prowision to take care of unforeseen contingencies which demand
actton berore the Legislature can convene. Emergency, however,
isa relative term. Conscious of the inherent difficulty of defining
it with precision, we nevertheless submit that certain general prin-
ciples should be settled for future guidance in determining
whether a proposed disbursement fairly comes within the intent
of the emergency appropriation.

We submit that this fund is not intended in any sense as a
supplement in aid of purposes for which appropriations have been
madie, however worthy the object. We take it that the reasonably
presumable intent of the Legislature in creating the fund was to
confiine its expenditure to matters which had not and could not
be foreseen. Certainly, no one will contend that if the Legislature
has once rejected or disapproved a project, such expenditure could
subsequently be made and denominated an emergency. We be-
lieve it follows that when the Legislature awards only a part of
the sum asked of it, the granting of that part impliedly negatives
the payment of the ungranted balance or any part thereof out of
the emergency fund. No payment from the emergency fund can
be justified unless it is made not only in good faith but with a
reasonable right and probable cause to believe that the Legislature
would ratify it if they knew it and would have authorized it in
the farst instance if they had foreseen it.
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The Budget Commissioner should have a voice although no
vote upon each request for allotment. He should be required in
each case to state all the facts within his knowledge and submi:
his written recommendation before any allotment is made.

The administrators oi the emergency fund should carry their
work further than merely making allotments.  They should attend
to the actual disburscments as distinguished from lump sum allot-
ments.  They should supervise as well as authorize the actual
expenditure.  The appropriation itself so contemplates.

STATE HOUSE COMMISSION—TPURPOSE AND PERSUN NEL

The Governor, ‘L'reasurer and Comptroller constitute the State
House Commission.

At its inception, the functions of this standing Commission
were merely custodial. It had charge of the care and management
of the State Capitol and adjacent property. Later, the same Com-
mission was constituted the State Printing Board, charged with
the duty of preparing and supervising the printing of the Senate
Journal, the minutes of the House of Assembly and of joint meet-
ings and executive sessions, as well as the approval for printing
of annual reports submitted either to the Governor or Legislature
by an State Department or officer.

Still later, the entire functions of the State Purchasing Depart-
ment were vested ex officio in this Commission. As such it is
charged with the purchase of supplies, material and equipment
for the various State institutions, departments, boards and com-
missions ; it maintains warehouses and transportation facilities
and supervises the distribution of merchandise.

In the course of time other financial functions have been cumu-
lated upon it. The annual appropriation bills confer the power
upon the Commission to authorize certain transfers of appro-
priation items and to authorize disbursements from the State
Emergency Fund.

The several bond acts constitute the Commission as ““The Issu-
ing Officials.” Bonds are issued upon their certification from
time to time as the money is required, and they are generally
authorized to carry out the provisions of the several bond acts.
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So far as the bond acts previous to those of 1930 are concerned.
their work as [ssuing Officials has been completed.  I'hie remain-
ing supervision is mainly ministerial.

T'he annual halt mill tax act which raises money for the St
[nstitution Construction Fund makes the State House Commis -
sion custodians of thie Fund and they are authorized to carvy ou
the provisions of those acts with respeetr to the apportionment
therefrom of the sums when requested by the State Board «f
Control of Institutions and Agencies. From time to time other
miscellaneous functions have heen heaped upon the Stare House
Commission, somcetinies for special and limited purposes. <uch as
the construction of the State House Annex, and at others of a
contimuing nature sucii as fixing the rate for indigent patients in
County hospitals.

The law requiring advertisement for the furnishing of mate-
rials or labor, the cost of which exceeds $1,000, empowers the
State House Commission to waive the advertising reguirement
when in their judgment a public exigency exists.

The Commission has thus become the convenient administra-
tive catch-all exercising quasi executive and quasi legislative
powers. It is in substance an Fxecutive Committee which sits
and functions not only when the Legislature is in recess, but when
it s in session.  Such powers, once delegated, hecome independent
of the source. No report to or supervision by the Legislature
which delegated the powers is required.

In the discharge of these several functions the State House
Commission acts by majority vote except in two cases: (1) dis-
tributions from the State Emergency Fund; (2) waivers of the
$1,000 advertising requirement. In these cases unanimous vote
is required.

We shall hereinafter recommend that all the {unctions of the
State House Conmumission with respect to the State Purchasing
Department be vested in a State Purchasing Agent, and that the
State Printing Board be abolished and its functions transferred
to the State Purchasing Agent.

The Constitution inhibits change of the Bond Acts.
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Fliminating the functions to be transferred and those which
cannot be transferred from further consideration here, the residue
which remains should be lodged, because of their partly legis-
lative and partly administrative nature involving the exercise of
the broadest discretion, in a Commission, rather than in a Com-
missioner or other single headed authority.

The Governor should remain on the Commission because he
15 the Chief Executive.

This Commission as an executive Committee will execute the
legislative fiat and determine the times, conditions and circum-
stances which warrant the applications of legislative mancates or
permissions. It follows that the Legislature should be well repre-
sented on this Commission.

We therefore recommend that, except as to the Bond Acts, the
State House Commission be abolished and that a new Commis-
sion be created to be known as “State Executive Commission” to
which shall be transferred all the present powers and functions
of the State House Commission with the exceptions above noted;
that the State Executive Commission shall consist of the Gover-
nor, the Treasurer, the President of the Senate, the Speaker of
the House of Assembly, the Chairman of the Senate Appropria-
tions Committee and the Chairman of the House of Assembly
Appropriations Committee.

The State Executive Commission should be enabled to act in
all instances by majority vote, but, in order to articulate adminis-
trative activity to centralized executive control, it should be pro-
vided that as to every act or transaction of the State Executive
Commission, the Governor’s vote must be included in that major-
ity. 'This is an analogue to his veto power previously considered
under the caption “‘Budget—ZExecution.”

STATE HOUSE COMMISSION—STATE PRINTING BOARD

The functions of this Board have heretofore been discharged
by the State House Commission coincidentally with those of the
Svtare Purchasing Department. Upon the transfer of the latter
department to the State Purchasing Agent the entire functions
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-of the State Printing Doard should likewise be transterred to
the State Purchasing Agent.

PUBLIC REPORTS—ABOLITION OF DEPARTMENT

This department examines, odits amd indexes, subject o the
approval of the State Printing Board. reports of afficials, insting-
tions and departments, and determines what parts therenf. iy,
shall be printed.  The staff consists of the Commi<sioner or
Editor who receives $2,000. per annum for what wmnounts to
average work of one day a week, and an assistant clerk who
receives OO0 w yvear tor part time stenographic services.  The
department should he abolished. Tts work can and should be
handled without additional expense by the Secrctary of State,

Before causing the printing of the whole or any part of such
reports, the Secretary of State shall first submit his recommenda-
tions, not only as to the parts to be printed and those to be omitted
but also as to the quantity of copies made, to the Governor and
receive Fxecutive approval.

STATE PRINTER—ABOLITION OF OFFICE

The State Printer is appointed by the State House Commission.
He receives $900 per annum. His only function is to audit
bills for bids on printing contracts and newspaper advertisement.
It is an auditing job more or less specialized, but nevertheless
nothing but auditing, and should therefore be performed by the
auditing division of the Comptroller’s Office.

PURCHASING—CENTRALIZED CONTROL

The control of State purchasing and printing is now vested
in the State House Commission. The State Purchasing Agent.
although appointed by the Governor, is under the supervision and
control of that Commission and acts as its agent. The function
is purely administrative and should be exercised by a single Com-
missioner. We therefore recommend that all the functions of
the State House Commission with respect to the State Purchas-
ing Department be vested in the State Purchasing Agent and
that the State Printing Board be abolished and its functions
transferred to the State Purchasing Agent.
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The termi of the Purchasing Agent should be coextensive with
that of the Governor to the end that control of the Chief Lxecu-
tive be strengthened.

This Departiment i designed and intended to render a highly
specialized service, materially different in nature from any other
operating department.  This service involves administrative
machinery peculiar o itz needs. It s concerned with the varied,
extensive list of articles required, and embraces quality, use,
market conditions, mspection. tests amd other related matters.
The function is broad, varied and technical enough to require
centralization in a special <ervice department.

The overhead now required to support the Purchasing Depart-
ment can, without increase, absorh and save the expense now
incurred in purchasing independently by the State Highway
Department. We therefore recommend that the authority to
purchase independently, now vested in the State Highway Depart-
ment, be repealed.

We have carefully considered the proposal to permit independ-
ent purchasing authority in the Department of Institutions and
Agencies. We believe it in the best interest of the State to permit
no deviations from the principle of centralized purchasing. We
do believe, however, that using agencies should have a voice in
prescribing specifications and should be empowered to veto pro-
posed purchases and reject deliveries when the articles are unfit
or unsuitable for its requirements.

To this end, we recommend that a Committee on Specifications,
consisting of a representative of the Department of Institutions
and Agencies and a representative of the Highway Department,
acting with the State Purchasing Agent shall be empowered to
formulate and/or reject all specifications, with veto powers
reserved to the respective Using Agencies nevertheless.

PURCHASING—TECHNIQUE

All State requirements should be purchased according to
standards and specifications, designed to produce the necessary
quality and service for the particular need. Such specifications
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should be formulated on the basis of past experience together
with such specialized technical knowledge as muayv be marshalled
to produce the desired result.

Goods delivered should comply with the prescribed specifica-
tions.  Highly specialized machinery, chemicals, and composition
products for which component percentages are specified can be
vertfied only with facilities such as are afforded by testing and
mspeeting laboratories. There is no reason why anyv facilities
now existing oany department of the State Government cannot
be utilized to cooperate with the State Purchasing Avent.

Proof ot delivertes made 1o central or branch warehouses
under the mmmediate control ot the State [Purchasing Agent
presents 1o problem. The storekeeper in charge can make the
necessary verification and inspection and certiiv delivery on
accompanying invoices to be transmitted to the State Purchasing
Agent. A different proposition arises, however, in contection
with deliveries made directly to Using Agencies where the State
Purchasing Agent has no personal representative.  This difficulty
can be overcomie by having the head of the Using Agency desig-
nate and appeint a qualified emplovec to act as receiving clerk
and definitelv charge him with the responsibility of receiving,
examining, counting and certifying to the State Turchasing
Agent that the goods billed have actually been received as charged,
in good condition. Samples of goods received shall be submitted
by the Using Agency, to the State Purchasing Agent, for inspec-
tion and test, in accordance with rules aud regulations prescribed
by the State Purchasing Agent.

PURCHASING—RIVOLVING T'UND

This fund should be employed exclusively for making ware-
house purchases and any other use of these monies should be
strictly prohibited. At the present {ime certain operating ex-
penses are paid out of this fund. Those expenses should be bud-
geted and paid in the regular way under appropriation account.

PURCHASINGC—DIRECT PURCHASE ORDERS

The existing practice of issuing Direct Purchase Orders au-
thorizing the purchase by using agencies of perishable commodities
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should be modified to provide that they shall be issucd only for
a fixed amount, not i excess of 81,000, deseribing the articles
to be purchased, and good for a period not exceeding one month
from the date of issue. At the expiration of such time, the
authority shall Tapse and an additional Direct Purchase Order
shalt be required.  Reports ol expenditures made under such
anthority shail be made by the Using Ageney to the Purchasing
Agent within ten davs after the expiration of such authority as
to each Purchase Order issued. The Purchasing Agent shounld
use these reports as a guide to the future; not merely make, as m
the past. a perfunctory exanunation and tle them without com-
ment or constructive criticism,

The present unauthorized practice ot issuing blanket orders for
emergency purchases should be discontinued forthwith.  T'he
use of Direct Purchase Orders may properly be extended to cover
emergency purchases of non-perishable goods in the discretion
of the State Purchasing Agent. with the same limitation of
amount, and under the same rules, regulations and restrictions
as all other direct purchases are made.

PURCHASING—RECORDS

All purchasing invoices should be approved by the State Pur-
chasing Agent for quahity, quantity and price. No formal ac-
counts, however, should be kept in this office.  No work already
done or provided to be done in the Comptroller’s office shall be
duplicated. Insofar as any accounting information is required to
aid and assist the State Purchasing Agent, he should obtain the
same from the accounting division of the Comptroller's office.

SECRETARY OF STATE—IIREARMS AND RAILWAY POLICEMEN
LICENSES
The Secretary of State now grants permits to purchase fire-

arms, issues certificates of registration to wholesalers and re-
tailers of firearms, and appoints railway policemen.

The character and fitness of the applicants can be better deter-
mined by the Superintendent of the State Police. Transferring
these functions will place the records in an office which makes the
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greatest use of them and lodges supervision in an agency specifi-
callv devoted to Taw enforcement.

By the =ame teken, the copies of permits issued by local offi-
cials to huy fircarms and other lethal weapons, now required to
he filed in the office of the Seeretary ot State. <hould be filed with
the State Police.

CONM PTROLLER—PRINVVTE DET FOTIVES

e act to license and regulate the business ol private detec-
fives and detective avencies places the licensing power in the
Comptroller.  This function praperly helongs to the State Police

for the reasons hefore mentioned and should De transferred to it

SECRETARY GI STANTE—ABSTRACTS OF CORPORNTE DOCUMENTS

The original source of information of the Tax Department for
the assessment of corporate franchise taxes comes from the
records of the Sceretary of State who. by voluntary arrange-
ment, co-operates with the Tax Department by furnishing it with

abstracts of each corporate docnment as filed.

This commendable working arrangement should be perpetuated
by express statute.

SECRETARY OF STATE—CORPORATE REPORTS

The corporation law requires an annual report from every €or-
poration and provides that if such report is not filed with the
Secretary of State within the prescribed time, the corporation
<hall Torfeit to the State two hundred dollars, to he recovered with
costs in an action of debt, to be prosecuted by the Attorney Gen-
eral who shall prosecate such actions whenever it shall appear
that this requirement bhas heen violated.  The statute does not
articulate the duty of the Secretary to receive the report with the
duty of the Attorney General to prosecute for failure of the
corporation to file it.

I'he provision has been more honored in the breach than in
the observance with consequent loss of filing fees, not to mention
the penalties which might iave collected if the initiative had been
defined.
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To tix responsibility for enforcement, we recommend that the
Seeretary of State he required to annually certify to the Attorney

General o complete list of such delinquent corporations.

CONPTROTLER—"ST PERVISTON 01 BONING

The Comprroller, as State Athletic Commi<sioner. now admin-
ieters the hoxine v, This mvolves rales and regulations: Heens-
ing and supervision of managers, referees, promoters andd hoxers:
a4 corps of paid inspectors and physicians for which the State
makes annual appropriation: the collection of a tax on gate
receipts: hearings on complaints =uch as fouls, and hearings on
assignments of dates, and orders of suspension and revocation.

This function is ohviously alien to a Comptroller. [t 1s not
advisable to lodge it with the State Police. Their function 1 to
preserve law and order. While a tax is involved. the prime object
of the boxing law is regulation. not revenue. Hence it would
he misplaced in the Tax Department. The law is s generis. It
does not fit into anyv present department. Nominal supervision
cannot cleanse the sport. [f hoxing is to continue, it needs rigid
regulation and a full time Commissioner of Athletics in control
of the situation. The additional expense. if any. will be nominal
hecause of the elimination of certam personnel now officiating
i semi-exceutive capacity under the present malkeshifts.

We recommend that administration of the Boxing T.aw be
transferred from the Comptroller and vested in a Commissioner
of Athletics. who shall give his undividec attention to the neces-
cary regulation of the sport. To definitely loralize responsibility,
the function should be vested in a single head rather than in a
commission.

AMILUTARY OFFICERS—ADJUTANT GENLERAL AND Q(':\RTERA\[AST(CR
GENERATL,

Under the Constitution, the Governor 1s Commander-in-Chief
of all the military and naval forces of the State. The Constitu-
tion also provides that the Governor shall appoint. with the advice
and consent of the Senate, the Adjutant General and Quarter-
master General but prescribes neither terms nor duties.
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By statute, the Adjutant General 15 the chief of <taff of the
military forces and. under the direction of the Governor, is
charged with the supervision of all matters pertaiming to the
recrutting

>0

organizing. mobilization, command, discipline, training
and admintstration of all departments, corps and troops,

By statute, the Quartermaster General is charged with the

prirchase, storage and ssuance of supplies Tor the maintenance of
the military forces: with the maimtenance of camp grounds, rifle
ranges, and all buildings and utilities connected with the military
service : with the repair of uniforms, arms and cquipment: with
thie acquisition and leasing of real estate: and with the transpor-
taztion of the military forces.

Since the Governor is Commander-in-Chief, he can issue such
orders as may be necessary and desirable to establish and maintain
efficiency and economy in military affairs.  No new statute is
necessarv. [t is merely a matter of administration.

The present incumbents have held their respective offices for
many vears. Whether appointment without specified term sig-
nifies a life position, or one coextensive with the term of the
Governor, or one merely at his will, has not heen adjudicated.
The terms of each should be defined by statute.  As thev work in
close and confidential relationship to the Commander-in-Chief,
we recommend that their terms be made coextensive with that of
the Governor.

MOTOR VEHICLE DEPARTMENT—REGISTRATION, REGULATION AND
TAXATION

The assumption that this department was created solely for the
cerllection of taxes and for police duty on the roads and the con-
seequent conclusion that the department should be dismantled and
these functions distributed to the Tax Board and the State Police
is mot tenable. It loses sight of the fact that the principal purpose
of the Motor Vehicle Department is to maintain safety in travel
ore the highways. The examination and licensing of drivers to
make sure that they are qualified to drive, the regulation of motor
vehicles and their operators, the determination of guilt of alleged
vieslators, the suspension and revocation of licenses, the affirmative
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measures 1o prevent accidents, wnd the promotion of tacility of
travel are neither tax nor police matters.

The so-called tax on motor vehicle registrations, while it has
afforded a large revenue ro the State, is not, in its nature, a tax
but rather a license fee.  The power of the Commissioner to
enforce the Act depends largely on his authority over licenses.
It required to certity qualification or disqualification to a tax
gatherer, multiplication ot records and not reduction of work 1s
caused. Ilis power of sunmumary disposition and prompt enforce-
nment 1s correspondingly weakened.  While we believe that taxes
in general should be administered by a single deparunent, this
principle should not be mvoked blindly. It does not properly
apply where the alleged tax is in effect a license and where the
controlling feature is regulation rather than revenuc.

The power to revoke or suspend motor vehicle licenses is not in
its nature a police function. The function of the State Police is
to detect and arrest violators of the law—not to discipline or
punish. The power to adjudicate guilt and impose penalty is
properly lodged with an independent tribunal.

There is harmonious and effective cooperation and no. conflict
of authority between the State Police and the Motor Vehicle
Department in the execution of the motor vehicle laws. The
principal work of the inspectors is the conduct of qualifying
examinations. Patrol work is but one incident of their duties.
Nothing is gained and considerable lost by the proposal to deprive
inspectors of their police power to arrest for violations of the
motor vehicle laws.

The tax on sale of motor vehicle fuels, now collected by the
Motor Vehicle Department, stands on a different footing than the
registration license. It is a sales tax, pure and simple, designe.l
for revenue only. Its entire administration should be transferrec.
bodily to the Tax Department.

Aside from this transier, the Motor Vehicle Department should
be maintained intact.
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PURBLIC LIBRARY COMAMISSION—ABOLITION

1This Connmission aids in establishing libraries; establishes nesw
hbraries: furnishes hooks 1o iddividuals and communities having
1o lbraries: supervises ~choot ihravies and cooperates with Star
institwtions by dendinge them books through a traveling librar
conducts @ svstem o0 ~madl ibraries inorural districts ) promoies
the estabiizhing of Dhrares by ontdining to municipal and conts
governments the value, and cost of libraries; outlines and i -

Ve

1N Campugts 1o per

support a

a'e thie people to vote o tax themselves

Bbrary st ands local organizations in devising me o
ol eswbinhing cod supporung Libraries unid they can he place

ti) onicipal or commy budgets.

The appropriation for the current year is over $90.000. Wit~
out disparagement o1 or reflection upon the work of this Conmmis-
ston, we regard the Tunction as essentially educational in narure.
We behieve that kindral and cognate functions should be con-
solidated and located in one administrative body wherever prac-
ticable. \We therefore recommend the abolition of this Commi--
ston and transfer of its [unctions to the Department of Lducation.

STATE MUSEUM—TRANSFER

The museum is now under the jurisdiction of the Department
of Conservation and Developmient. It contains, among other cal-
lections, those of natural resources. That is the only tie-up with
that Department. It circulates educational motion pictures, lau-
tern slides and other traveling exhibits available to schools, coni-
munity centers and other responsible organizations in New Jersev
who pay the cost of transportation. Its function is primarily ed::-
cational. The museum and its operating staff should be place!]
under the Department of Education.

TAXES—TFUNCTIONS QF STATE BOARD

The State Board of Taxes and Assessment consists of five
members appointed by the Governor with the advice and consent
of the Senate. It was formed by the consolidation of the State
Board of Assessors and the Board of Equalization of Taxes. It
is both a Board of Assessment and a Board of Appeal.
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I its capacity as a Board ot \ssessment it levies taxes on first
and second class railroad property, the franchises of miscellancous
corporations and the franchise and gross receipts of pubhc utilits
corporations.

[ 1ts appelinte capacity 1t recetves appeals of taxpayers and
taxmyg districts from local assessients and reviews on appead s
own o assesstments on ratlroad property and miscellancous cov-

porations.

feaddition 1o is charged with the daty of mvestigating aesce

[V

ments i all counties ol the otite once 1 every five years, eqiud
ity winual assestaents betwean covnties and the inspection !
approval of all maps used i the assessment of property Ly tl-
local assessors. It also has general supervision over county boar:!
of taxes and local assessors.

TAXES —RAILROAD PROPERTY

The schedule ol valuations of railroad property is prepared by
the Chief Engincer ol the Iingincering Division of the State
Board of Taxes and Assessment. Iirst class railroad property
(main stem, tangible personalty and iranchises) is assessed w1
the average rate of taxation ot the State according to a statutory
tormula.

Second class railroad property, real estate (outside of mui:.
stem used for railroad purposes) is assessed at the rates prevailing
in the districts in which the property is located.

The valuations of second class property are certified to the
County Boards of Taxation and the local assessors, to be include:l
in the ratables of the various taxing districts.

Following the completion of the assessment the Board certifi:~
to the State Comptroller the separate valuation and tax in each
taxing district together with separate valuation and tax of fir:t
and second class property for each railroad company. The assess:
ment in detail is then certified to the railroads.

On appeal the Board reviews its own assessments on railro:
property and makes adjustment.
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In 1911 the valuation of ratlroad property was taken up by the
State in a comprehensive way. The State made a revaluation of
all railroad and canal property.  Inventory and appraisal fol-
lowed an actual survev.  The valuation of the franchise has
never heen rmade a matter of statute. The State Doard in valuing
the franchise follows the old formula worked out hy Tansel in
1911, [roru that time on the railways have filed annual detailed
reports witlz the State Board showing the additions and deduc-
tions. The State Tingineer verifies the facts of the additions and
deductions :und determines their valuations. In short, the State
Board keeps a perpetual nventory of railroad property—a system
so to speak of plus and minus with the objective of determining
the present value of each class of railroad property.

The prol.lem of trying to value a franchise is similar to the
attempt to evaluate good will in a business. It 1s an attempt to
measure the income producing faculty of a given railroad. Fran-
chise values have been decreasing because the earnings have been
decreasing.  The hus lines have diminished the earnings of the
railroad carriers on local business. Some railroad lines have
been scrapped. Service on others has been reduced.

After the value of the real and personal property and the value
of the franchise has been determined the valuations are trans-
mitted by the Engineer to the central office of the State Board
where the tax is computed. In form the State Board makes the
assessment and the railroads appeal. In substance it is appeal
from the valuation fixed by the Chief Engineer.

After the tax is computed the amount is certified to the Comp-
troller and to the railroad at the time that the State Board certi-
fies to the Comptroller. The notice to the railroad company is
not a formal bill but contains all the essentials of a bill. The
Comptroller effects collection from the railroad company. There
is nothing to prevent dispensing entirely with the action of the
Comptroller in making collection and have the Commission collect
direct. It would save all the work of the Comptroller.
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TANES—PUBLIC UTILITIES

Fhere are two kinds of taxes on public ntilities. franchise taxes
and the so-called gross receipts taxes.

There are two different laws regarding franchisze taxes: one
covers gas and electric, water, telephone and telegraph. district
telegraph. sewer, and oil and pipe line companies: the other covers
street railway companies. The twe are in substantially th.
same language and should be combined into one statute.

The local assessors value the property of the utility located
in, upnn or under any street or public place and the value of the
property not so located. The tax on the ifranchise is based on
the annual gross receipts. Fach utility subject to tax. files a
statement with the State Board showing its gross receipts. Any
utilicy which has part of its wires, lines and mains in this State
and part outside, or part on private property and part on public
streets. reports the gross receipts from the whole lines, wires or
mains and the length of the lines, wires or mains in this State
along any street or other public place. The franchise tax of such
utilitv for business done in this State is on such proportion of
such receipts as the length of lines, wires or mains in this State
along, in or under any street or other public place bears to the
length of the whole line, wires and mains.

The annual franchise tax is five per cent of the gross receipts
so computed, excepting that utilities whose gross receipts shall
not exceed $50,000 are assessed at two per cent. The State Board
ascertains and apportions these franchise taxes to the various
taxing districts in proportion to the value of the property located
on the streets or other public places as shown by the statements
so filed with the State Board. The State Board certifies the
amount of the franchise tax thus apportioned to the respective
taxing districts who effect their own collection. The State Board
has the power to inquire into equalization and revise the valua-
tions.

The entire franchise tax thus comes to the taxing districts in
which the utilities are located. The State gets no part of it. It
follows that the greater the valuation placed by the local assessor
on the part which is in his district, the greater proportion of tax
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will be paid to that district. The statute thus places a premium
on over-valuation by the assessor in order to get a larger propor-
tion of the tax. We beheve it wounld be miore farr and equitable
between the taxing districes 16 the Engineer of the State Board
made the valuations in all eases just ax he makes valuations on
railroad propertv. T the State s 1o make he valuations, the
expense thereat should be taken cut of the tax before division
ameng the municipalitios,

the Leoislatire T ore ded o~ pavile Uomimission

Tnasnach a-
to study the tax aue-ton <o far as relates to county and manic
taxation and since the municipahtics arve the snle henchciaries o s'
these taxes on public ntilitios, whieh Conmission \\'i]] umhmhwdly
shortly advise as to the substance and sorm ot the Tranchive tax,
we make no recommendation concernig the 1o or advizability
of this tax e¢xcept 1o pomt out that i1 such tax, cither its present
or modified form, is to he assessed and collected, provisions should
be made to take appropriate care of the following situation, viz. :
(1) If the assessors rail or refusc to file anv return. while the
statute gives the State Beard the power to go out and make its
own asscssment, there is no money appropriated for that purpose
with result that the Tax Board usually takes the previous vear's
valuation; (2) There iz no law which allows the Srate Board to
investigrate or verify the gross receipts to see whether the state-
ment rendered is true; yet it is on those gross receipts that the
tax is based; (3) There is nothing in the statute which provides
any machinery for atfording the several taxing districts cither
notice of or a hearing on the apportionment to be made by the
State Board; if an error is committed in making the apportion-
ment, there is no way to correct it after the apportionment is
made except by consent of the district whose share would be
reduced and it is asking too much of human nature to get any
such consent; (4) The provision of our statute basing the tax
on utilities which are operating not only in New Jersey but in
other States on the ratio that the length of the line in New Jersey
bears to the whole line has recently been declared unconstitutional
by the Federal Supreme Court on the ground that it is a direct
tax on gross receipts derived {rom interstate commerce and as
such is a burden on interstate commerce.
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The gross receipts tax is a substitute for taxation on personal
property and applies only to street railway companies, gas, electric
light, heat and power companies. I'his tax is based on the average
tax rate in the State as computed by the State Board in reference
to railreads and canal companics.  The (ax is apportioneid. paid
and collected in the same manner and at the same time as the
franchise tax and subject 1o the same procedure except that the
apportionment is on an entirelv different basis.  The UTOSS
receipts tax s apportioned (o the various taxing disiricis in
propertion as the personal properiy and other jtems snel as poies,
pipes, tracks, machinery, cie, taxed is situated within the 1axing
district.  The State gets uo part of it. The graiter the valuation,
the greater the proportion oi the tax to the district—tie -ame
tendency to competition resulting in over-valuation,  1'he State
Beard does not profess to do anvthing with the staement of
valuations but contents itself with making the apportionment.

We commend to the attention of the aforesaid Tax Commis-
sion that: (1) "T'here is no authority in the board to investigate
or verify the gross receipts so as to see that the full amount of
tax is collected; (2) This tax is in lieu of all other kinds o tax
on the property which is the basis of the tax; (3) The fairness
of making such substituted taxation. The figures show that it
is advantageous to many of the companies to be taxed on their
gross receipts in lieu of their property; (4) The amendatory
legislation providing for correction of errors applies only as
between the taxing districts to but three kinds of companies,
street railway, gas and electric; it applies only to an error in the
apportionment and not to an error in the tax itself; if the tax
itself 1s erroneous, 1. e, if the gross receipts are wrong the
statute has no application; (5) There is no time limited for mak-
ing such correction; (6) The average rate reflects all taxes, i. e.,
the road tax, institution tax, soldiers’ bonus tax and State school
tax; they are constituent elements which enter into the computa-
tion of the average tax rate; taxing districts therefore retain
the State’s share of those taxes.
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TAXES—MISCELLANFOUS CORPORATIONS

Some 435.000 corporations are pritua {acie subject to this fran-
chise tax which ix hased o capital stock igsued and ontstanding.
The records of the State Doavd are based on the abstract tur-
nished by the Secretary orf State. Claims for statulnry exemp-
tion relating to manniacturing and mining corporations and the
like are investigated by an inspeetor to determine whether they
are actually engaged in manufacturing and otherwise as claimed.
There is no legal anthority to insist on examination of the cont-
panies’ books or inspect them. There should be in order to deter-
mine the statntory critérion of exemption-—that at least 50 per
cent of the capital stock issued and outstanding is invested in
mining, manufacturing, agricultural or horticultural pursuits.
Because of the incorporation, year aiter year, of new cont-
panies and the time consumed in making investigation of every
company that claims exemption. there is but little time leit to
check back companies which have previously filed reports. There
should be such a check back. Ivery company claiming exemp-
tion should be investigated at least every two years, and the per-
sonnel should be afforded to make that iuspection. Corporations
which at one time have manufactured, have abandoned such

operations and still claim exemption.

The tax when computed by the State Board is certified to the
Comptroller on elaborate schedules. ‘T'he State Board is required
to certify to the Comptroller on or before the first Monday in
August of each year. The Comptroller then sends out the tax
bill. 1f the tax remains unpaid on the first day of September it
thenceforth bears interest at one per cent per month. As a matter
of fact, all these schedules are not filed with the Comptroller by
the first Monday in August. 1t would be physically impossible
to prepare these schedules in the short time allotted hetween their
filing in May and the first Monday in August. Many of the cor-
porations require investigation and a volume of correspondence.
There is no penalty now in the statutes for failure to file and
report with the possible exception of the Laws of 1923 which
provide that on appeal from assessment if the tax shall have been
levied upon the full amount of the capital stock due to the failure
to file its annual return, the State Board may impose a penalty

36

of not more than 30 per cent f the tax found to be due plus
interest chargeable thereon from the date when the same did
hecome due. The practice of the State Board when a corpora-
tion fails to file return is to tax it on the hasis of its entire author-

ized capital stock as distinguished from stock issued and out-
standing.  The Doard does not inflict the penalty as a matter of
policy in order to encourage, rather than to discourage them
from, incorporating in the State. The penalty is not mandatory;
hence 11 a corporation files its veport after it is due on the first
Tuesday in May, it is reccived nevertlieless and the tax assessed.
The taxes are not fully certified to the Comptroller often until
November. The result is the Comptroller has to send his bills
out late. The date of the required report should be changed
from the first Tuesday in May to the first Tuesday in February.
This will double the time available to the Tax Department within
which to do its necessary work.

Where taxes are certified late, e. g., sent out the latter part
of October, the practice of the Comptroller is to allow 30 days
in analogy.to the statute giving a month's time. There is no
statutory authority but it is fair and equitable. The practice
should be expressly sanctioned by the Legislature.

Delinguent corporations are reported to the Governor for dis-
solution. In 1930, 3.178 corporations were so reported for not
having paid their taxes for a term of two years. The Comp-
troller is also required to certify arrears to the Attorney General
for collection. In 1930, 10.745 corporations were so certified
as delinquent in their tax. TIf the tax is not collected by the
Attorney General an injunction suit is brought to stop it from
exercising its franchise. As a last resort they are certified to
the Governor for dissolution. Consideration of the mechanics
and cost of the assessment, collection, and enforcement of this
iranchise tax, coupled with the fact that we find many {ranchise
taxes computed at presenl rates are as low as nine cents, impels
us to recommend that the minimum tax be fixéd at $5.00 per
annum per corporate franchise. We also commend to Legislative
attention the fact that corporations of other states doing business
in New Jersey, of the same class as New Jersey corporation
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taxed under this statute, escape all franchize taxation so far as

New Jersey is concerned.

TANES—BQUALIZATION

The statutory svstem ol equalization involves the preparation
of County cqualization tables and of State cqualization tables.
with appropriate tables xhowing in colummns, the assessed valuation
and the true valuation and the percentage by which the assessed
value shonld be either increased or decreased to bring it up to
or down to 100 per cent valuation. \Whiie all the counties fie
cqualization tables. only five counties in 1929 and six in 1930
determined any such percentages. Theretore the tables as filed
by the other counties amotint to a certification that the assessed
value is the same as the true value, vet it is common knowledge
of which we must take judicial notice, that this is not the fact.
Investigation via field inspections made by the Board show that
property is assessed throughout the State at an average of oniy
50 per cent to 55 per cent. On the other hand, some properties
are assessed for the full 100 per cent value and sometimes more.
Same counties are assessed as low as 35 per cent

For the reasons advanced in reference to Public Utility Tax-
ation. we make no recommendations on equalization but comment|
to the attention of the Commission now investigating Municipal
and County taxation the following: (1) The only power which
the State Board has over the County Board is to report to the
Governor any member of any County Board who shall willfully

or intentionally fail, neglect or refuse to comply with the consti-

tution and laws relating to the assessment and collection of taxes
or to perform any duty prescribed by the Act. The Governor,
after hearing, may dismiss them, declare the office vacant, and
appoint successor; (2) The statute fails to fix any tume for the
transmission of the certified copy of the County table to the State
Board; (3) The salaries of the County Tax Boards are paid by
the State; the power of the State Board might well be strength-
ened by statute authorizing withholding of their salaries until the
State law is complied with; (4) The whole system of flat per-
centages is wrong in principle and only serves to accentuate the
inequality originally existing because 1t is not applied to a com-
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mon hase: (3) Chapter 98, Laws of 1923, is unworkable in that
the Doard 1s allowed only five days within which to make a re:--
sessment but, within the same time, a ten day notice must be
published: (6) The money appropriated for investigation under
said Laws of 1923 is utilized Dy the State DBoard for making
mvestigations to determine the State equalization table under the
Iiqualization Act: (7)) Where flat raises have been made. thew
are hased only on the erroneous assessment of real property hut
the inerensed tax collected the following year due to the flat raise
has to be horne by personal property as well as by real property :
(&) Ligqunalization is merely a gesture under the ruling of the
Attorney General that it applies only to the State school tax and
soldiers” honus and not to the road tax or institutions anid agencies
tax owing o the peculiar wording of the statutes; (9) The prob-
lem of equalization at the source by correct initial valuations
determined by assessors under the control and subject to the
regulation of a central authority such as the County Board or the
State Board as distinguished from valuations fixed by local elective
assessors; (10) The compulsory use of tax maps and provision
for a fund to inance the making and revision thereof.

TAXES—REORGANIZATION OF DEPARTMENT

The duty of assessing and collecting taxes is now divided
among several boards, departments and officials. Hence there is
much duplication of records. The certification by the State
Board, after making its assessments, of the railroad taxes and the
miscellaneous corporation franchise taxes to the Comptroller for
collection, is an outstanding example.

The assessment and collection of taxes should be concentrated
m one department, thereby fixing responsibility and effecting
definite economies.

We therefore recommend that the Tax Department be headedl
by a single Commissioner of Taxes, and that all functions, except
appeliate, now vested in the State Board of Taxes and Assess-
ment be transferred to and vested in the Commissioner of Taxes.

The present State Board should be retained as an appellate
tribunal so that it may discharge all appellate duties as at present.
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This removes the judicial anomaly of appealing to that Board
from its own assessments and leaves it free to discharge its ex-
tensive and valued judicial duties as in the past.

The administrative work of the Tax Department will thus be
conducted by a single executive. He will be charged not oniy
with the assessment of taxes but wtih the collection thereot.

To the new Tax Department should be transterved the inheri-
tance tax, from the Comptroller's Otftiee: the taxes on insurance
companies writing workmen's compensation policies, from the
Commussioner of Labor; the gas tax and the billboard tax, from
the Motor Vehiele Departiment : the sales taxes on fertilizers and
feed stuffs, from the \gricultural Fxperiment Station; and the
several kinds of taxes on msurance compantes from the Depart-
ment of Banking and Insurance.

The assessment of the last mentioned taxes 1s, however, of
such highly technical nature as to make it practically impossible
to separate this function from the other duties of the Banking
and Insurance Department. [t is therefore recommended that
such assessment be leit with that department, but that the assess-
ments 50 made he certified to the Commissioner of Taxes and that
he be charged with the duty of effecting collection thereof.

Reorganization of this department, as thus proposed, places all
administrative activities of the same major nature and purpose
in one department under single headed responsibility. 1t leaves
the present Board free to discharge their judicial duties, separated
from and untrammeled by executive and administrative functions.
It furnishes properly organized and coordinated machinery for
the discharge of any duties which may be imposed on it by sub-
sequent legislation.

HIGHWAYS—STATE HIGHWAY SYSTEM

The revision of 1927 established a State Highway System and
provided for the improvement, betterment, reconstruction, resur-
facing, maintenance, repair and regulation of the use thereof.
The System consists of the routes designated in the revision.
The routes are described by termini and the municipalities and
the vicinity thereof through which they are to pass. Thus Route
No. 1 1s described as:
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“Rockleigh to Bayonne. Beginning at a point in the State
boundary line between New York and New Jersev in Rock-
leigh borough, Bergen County, and terminating at a point
m the city of Bayonne, passing through the boroughs of
Rockleigh, Alpine and Cresskill, the city of Englewood, the
boroughs of Fort Lee, Palisades Park and Ridgefield, the
township of North Bergen in Hudson County. the citv of
Jersey City. and the city of Bavonne.™ . .
Section 100 of the revision prescribes :

“Said routes shall be as short and direct as practicable
between the points specified. due regard being had for the
other requirements of the act.

“Existing highways may be made use of wherever it is
convenient so to do, but the commission may lay out, open
and improve new roads over acquired rights-of-way, and
may also lay out routes in continuation of, connecting with,
or in addition to the routes above specified.”

HIGHWAYS—STATE HIGHWAY COMMISSION

The State Highway Commission consists of four salaried Com-
missioners, appointed by the Governor with the advice and con-
sent of the Senate, for four year terms, two being appointed every
two years. Their prime duty is to carry out, complete and main-
tain the State Highway System. To provide the means, a State
road fund has been constituted consisting of the proceeds of the
several bond issues for road purposes, and certain revenues and
receipts of the State which have heen dedicated to the construc-
tion of the IHighway System. Those revenues include the tax
on the sale of motor vehicle fuels, Federal aid, the net proceeds
of the State mill tax for roads, and receipts derived from regis-
tration of motor vehicles and the licensing of the drivers thereof,
and certain miscellaneous fines, penalties, and sales of condemned
property. The expenditure of the fund is confided exclusively to
the uncontrolled and, as the law now stands, uncontrollable judg-
ment and discretion of the Commission. On it, in express terms,
is conferred “full control and direction of all projects and work
on State highways.”
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\We have made a th-orough investigation of the many and varied
phases o 1 the organiz ation and administration of the State High-

wav Depiartment.

We fi nd, in gener:sl, that it functions as a self-contained unit
andd enjc vs an anton. my. unparalleled and unapproached by any
other de Hartment, in Uie administration ot the State government.
For all ’._,-’)I‘IlctiC al pury :08es, 1L 15 oW independent either of execu-

tive cont rol or legislative supervision.
We be lieve the Ste.te Highway Commission should be hrought

back wiz hin bounds.

: : [~ T TS
To th 1t end we m ke the following specific recomnienuations :

HIGH‘\\'A\\'Slf—CONSTRUCT]ON BY A COMMISSION

The wvork of conspleting the State Highway System should,
during t™he constructi on stage, be confided to a Commission. On
completicon of the priogram, the question of its maintenance by a
single Commissioner will arise. Until then, the wide latitude of
discretior, which it is reasonably necessary to confer in respect to
such a coonstruction program, is best exercised by a Commission.
Thus, whaile the Legisiature has defined substantially where Route
No. 1is tote constricted, its exact location must necessarily be
left to Eiscretion. S as to connecting routes under the general
authorits- of Section 100, hereinbefore quoted, under which an
expendié::ure of $20,0€0.000 on a single project is now und.er way.
So genearally througkrout the Act, powers, quasi-legislative and
quasi-jusdicial, have been necessarily and reasonably conferred,
such as dedsions to take over county roads and thereupon hold
hearings.. elmainatior of grade crossings whereyer practicable;
prescription of restrictions, regulations and conditions as to fran-
chises far ralroad or street railway crossings, pipes, conduits and
poles; thuwe making of contracts with municipalities for. mu.nicipal
thorougkafares and with the freeholders for cooperation in any
work amd asuming ¢ “any” portion of the cost; the institution of
condemncation proceectings of, and taking and entering upon, prop-
erty in a«dvance of nraking compensation ; the plenary power of
rejecting: bi& for amy camse; the decision on the types of con-
struction and the chawacter and necessity therefor, which, accord-
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ing to the refreshingly frank admission of the department engi-

neers, has heen the major cause of the tremendous increase of
S114.000.000 over the original estimated cost.

Such powers, hecause of their very nature, are best confided
to 1 Commicsion rather than to a Commssioner.

HIGHWAYS—DBUDLGET

Fverything hereinbefore said, with reflerence to the scope and
execution of the budget, applies with special force to the Tligh-
way Department.  The unhudgeted expenditures of this depart-
ment excecd the total of ail the appropriated expenditures for
every other department in the State. TFconomical planning and
efficient business practice are gained by submitting definite annual
objectives and the financial proposals to accomplish them to the
scrutiny of the budget and subjecting them to the control of the
annual appropriation bill.  The relative necessity, importance,
cost and timing of all contemplated projects will thus come auto-
matically under review by the Chief Executive and under control
by the Legislature.

HIGHWAYS—ACCOUNTS

Again, without repetition, everything hereinbefore said as to
the imperative necessity for centralized control of accounting is
applicable to this department. The highly commendable work
done by its Accounting Division should be tied in and co-ordi-
nated with the accounting system of the State generally, in order
to attain the objectives hereinbefore set forth. The fiscal year
of the department should be changed to coincide with that of the
State.

It is the clear intent of the law that all funds made available
to the Highway Department by special act or annual appropria-
tion should be kept in a separate fund devoted, as dedicated, to
the objects of the Department. The moneys have been fully
accounted for but this fund, unlike all other funds, has not been
segregated and kept in separate bank accounts specifically ear-
marked. The State Highway System fund has been and is now
mingled with the general State funds. The use of a special form
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of check for the withdrawal of highway moneys is consistent
with recognizing the clear distinction between Highway funds
and other State funds but is insufficient to discharge the legal
requirement of actual segregation of the fund just because it has
been comstituted a fund. The present practice, which should be
abarzdoned forthwith, has resulted in depriving the Highway
Department of hundreds of thousands of dollars of interest on
bank deposits. The Commission has apparently been content to
suffer this deprivation. Jts patent trust duty is to insist upon
such segregation and upon such interest. It has hitherto failed,
despuite the facts brought homie to it by the hearing before our
Conmission. The duty is accentuated by the bond act of 1930
which became effective by referendum at the recent election.

HIGHWAYS—AUDITING

The present auditing by the Comptroller of Highway .expendi-
tures is purely nominal. So long as a given expenditure 1s relat?d
in amy degree to the general purposes of the Highway Commis-
sion the expenditure must be passed by the Comptroller anc.l the
otherwise highly valuable audit degenerates into a mere ve?lﬁca—
tion of additions and extensions. When the annual expenditures
of the Highway Department are subjected to budget anq to the
appropriation bill, as now proposed, the Comptr.oller will have
defimite standards by which to audit such expenditures.

HIGHWAYS—PURCHASING

We have hereinbefore recommended that centralized control
of purchasing be extended to every department of the State
specifically including the Highway Department. The present au-
thority to purchase independently should be repealed.

The storeroom in the basement of the Capitol .should be abol-
ished. Supplies should be kept in and requisitioned from the
storeroom maintained by the State Purchasing Agent.

T"he Central Mailing Room of the State Capitol should be uti-
lizedl by the Highway Department as well as any other depart-
mentt. 'This avoids duplication of work and effort and fixes
respeonsibility.
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HIGHWAYS—REPORTS

The Chief Executive, as hereinbefore stated, shall have the
right to reports from time to time or at any time as he shall
determine. Reports should be complete and comprehensive and
tell the story in understandable terms. When there is a duty to
speak, that duty is not discharged by casual mention in unofficial
way. The initiative to report to the Chief Executive, irrespective
of his demand, should be definitely fastened by law.

HIGHWAYS—COUNTY AND TOWNSHIP AID

County aid for the construction and maintenance ot a secondary
system of roads is permissive and the purely legislative function
of appropriating amounts therefor is exercised by the Highway
Commission in its own discretion. For the year 1930, the Com-
mission will have spent approximately $4,000,000 for this pur-
pose. It is not clear whether Chapter 178 of the Laws of 1930,
which grants $35,000 annually to each county, is designed to be
a substitute for or in addition to the moneys now appropriated by
the Commission. This, however, will become of small moment
upon the restoration of the power of the Legislature, as is pro-
posed, to control all annual expenditures by the annual appropria-
tion bill. Henceforth, the Legislature will determine to what
extent county aid shall be extended and fix the limits thereof.

Township aid is mandatory and the amounts have heretofore
properly been determined by the Legislature itself and, under the
new proposal, will of course continue to be.

The present discretionary powers, which under Chapter 250,
Laws of 1930, may become vested in the Board of Freeholders
under certain contingencies, should be abrogated and all Statc
funds controlled exclusively by the State.

HIGHWAYS—EMERGENCY FUND

For the year 1930, the Commission allotted the sum of $300,000
as an emergency fund, but by the 22nd of July last, had expended
the whole amount and $106,000 more. All this money has been
expended for the same purposes as township and county aic.
There is nothing left to take care of any real emergency. Under
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the proposed procedure, the Legislature will determine the policy
of creating a reserve available for real emergencies and the extent
and use thereof.

HIGHWAYS—COUNTY REIMBURSEMENT

The principal purpose accomplished Dby the power‘conferrcd
upon the Highway Commission to make agreements for county
reimbursement is to enable State System highways to be con-
structed in the county in advance of the regular order of prec-
edence. Under the provisions of the contract, the Commission
agrees to reimburse the county by a given time for expenditures
made in constructing such State highways, subject to the approval
and acceptance by the Commission of the work done. Thg res.u‘nt
is that on such acceptance, the Commission incurs an obhgat}on
which reduces the funds presently available for other construction
work. The advantage to the particular county is gained at the
expense of the State as a whole.

We recommend that the power be abrogated to the end that
the funds available to the Commission be first devoted to complet-
ing the highway system as now laid out in the order of precedence
determined to be most for the public good. If the funds of the
State are to be obligated for a given project out of its regular
order, the responsibility for and the power to make such departure
from the construction time table should rest on and be vested in
the Legislature, and the expenditure or rather the deferred obliga-
tion should be fully budgeted and its ultimate payment be spe-
cifically appropriated.

HIGHWAYS—OTHER STATUTORY CHANGES

There is now but limited authority to remove encroachments
on the highways. Iijectment and indictment, while ei\'tablished
legal remedies, are dilatory, cumbersome an.d not practicable for
this purpose. 'The Department should be given summary power
to enable it to remove encroachments without undue delay, after
2 reasonable notice and a hearing, if demanded.

The duty and authority of the Commission to paint traffic lines
on dangerous curves and at other expedient points should be
definitely clarified.
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The statute should be specific as to the authority and the re-
quirements m reference to the granting of permits and licenses for
openings to be made. poles to be erected and pipes laid in, along
or under the State highways. As to permits, this operation in-
volves certain regulatory and supervisory service. Provision
should be made for charges to be collected by the Department to
reimburse it for expense incurred in such regulatory and super-
visory service,

The Commission has permitted public and quasi public corpo-
rations to use State highway property for the purpose of laying
pipes subsurface, but the same privilege has not been extended to
private owners to connect their properties lying on both sides of
a road. The privilege should be extended, subject to cancellation,
to private property owners as well as those corporations under
similar terms and conditions. The permit in every instance
should preclude the granting of any easement, or anything which
might ripen into an easement, and, in all cases, be revocable on
fair conditions.

Because of the limited funds available for road construction
and in order to concentrate on the completion of the 1927 pro-
gram at earliest moment, we recommend that no money shall be
expended for beautification, as such, of roads, except to the extent
that this class of work directly and immediately may substantially
contribute to the maintenance of the highways, such as in the
case of cuts and fills.

The status of the 31 miles of State highway constructed under
the 1917 act which were not included in the 1927 revision, some-
times, therefore, called orphan roads, should be definitely settled
by the Legislature so that the right and duty of the Highway
Department to maintain those roads, as they do at present, is not
a matter of doubt and is definitely decided by the Legislature and
not by the Commission.

The statute should provide that all contracts, permits, licenses
and other documents involving legal rights and obligations on the
part of the State should be approved by the Attorney General as
to form and execution.
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HICHWAYS—RIGHTS OF WAY AND CONDEMNATIONS

There have been an unusually large number of complaints and
criticisms with respect to these subjects, directed particularly to
the manner of negotiations for acquisition of rights of way. the
low amounts offered, the large amounts awarded. the alleged
favoritism and mside influence, and the delay in making final
settlements in paying for property acquired. Some of these com-
plaints have been admittedly justified. We afforded full publicity
to each complaint brought before us. investigated the causes
independently, and were unsparing in our then voiced criticism
of what we found wrong. During our investigation and as a
result thereof the Department made a voluntary reorganization
of its several bureaus in the Right of Way Division. We have
not had the time to check back and verify whether or not the
Department has succeeded in setting its own house in order and
eliminating the causes of the complaints. Under the circum-
stances. and because the Department has exhibited a willingness
to cooperate and has actually set in motion its own powers in that
behalf, we shall make no further criticism until at least sufficient
time has elapsed to thoroughly test the new regime and set up.

Much difficulty appears to have been experienced with the 1900
Act governing condemuations which is required to be followed
by the Highway Act. This is a matter of substantive law which
we commend to the attention of the Legislature. Specific detail
will be found in the voluminous testimony we have taken.

RAILROAD PASSES—ABOLITION

The issuance and use of railroad passes has proved to Dbe
subject to uncontrollable abuses. These passes are the result oi
contract obligations of the railroads,—stipulations for the neces-
sary transportation of its proper officials on the faith of which
burden the franchises were originally granted. Since the use
of such passes apparently cannot be limited to the original objec-
tives, we, therefore, commend to the Legislature the problem
of revising those franchise obligations with the view of eliminat-
ing all railroad passes in exchange for such other compensation
to the State by the railroad companies as will not relieve them
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from thei 15 1gati i
their franchise obligations and as will be a fair substitut:

to the State for the expense now borne by the railroads.

TREASURER—BANK DEPOSITS

1 DOWEe ¢ (l U )1 1 ( ( 1 111 ¢ Ccpostiar

g e e 1 t . iy r I N 41y
I( 1 \ 1 ons A ) ere R [§ 1) )] ‘\
15 1)\ OI)LI]V ) Ll(,(.d 11 flll(l on thC J reasurer,

: ] 4 Iis is the personal
duty to safeguard and keep.

The proper correlative is the right
to choose such depositaries as merit his personal conhdence ;nd
are such as in his diseretion will best guard the State's interests.
No mechanical plan of meeting a situation demanding such
extraordinary discretion has heen presented which meets our
approval at all.  We see no need to change a situation which has
met the test of time just for the sake of a change. There is no
allegation of unfair distribution of the State's deposits. The
whole situation is best met by full publicity. We therefore
recommend that the records of the Treasurer's Office as to bank
deposits shall be made a public record, available for the inspection
of any citizen interested, on application to the Treasurer at any
time on reasonable notice.

The statute in plainest language provides that, once the money
is deposited, the Treasurer is not authorized to draw any moneys
so deposited by him or to his credit unless by check subscribed
by him as Treasurer and counter-signed by the Comptroller. The
practice of transferring moneys from one depositary to another
when occasion requires, without the counter-signature of the
Comptroller, and by drait instead of check, is contrary to the
statutory prohibition against drawing any moneys unless by check
duly counter-signed. So long as the law is on the books, it should
be obeyed. '

So far as concerns mere transfer from one depositary to
another, as distinguished from actual expenditure of the funds,
we are willing to change the law in order that the Treasurer may
exercise a continuing control over State funds in State deposi-
taries, and this, single handed, as in the case of initially choosing
the depositary and there is no objection except the present
prohibitive words of the statute. We recommend, therefore, that
the statute be modified to permit such transfer, without the
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counter-signature of the Comptroller, but with the proviso that
no such transfer shall be made unless the check withdrawing the
same bears a properly prescribed restrictive endorsement so as
to distinctly put the payee depositary on notice that it is dealing
with State funds.

The State as a depositor should be entitled to the same treat-
ment as any private depositor and should receive the same rate
of interest that such persons receive upon their deposits.  The
act limiting the interest on deposits to two per cent should be
repealed.  The Treasurer should be permitted to take the rates
of interest on daily halances provided by the various clearing
house associations throughout the State.

TREASURER—DEPUTY

1f the Treasurer should die, the authority of the Deputy who
serves at his pleasure would instantly cease. The present law
only partially provides for that contingency. If the Treasurer
dies while the Legislature is in session, the Governor would
have no power of appointment. If the Treasurer dies during
recess of the Legislature, the Governor may appoint somebody to
exercise the duties of Treasurer until the Legislature convenes
in joint session. But at the moment of such convention the
power of such temporary appointee stops and the power of the
Governor to appoint anybody else is gone because the exercise of
the power exhausts it. If the Legislature failed to agree instantly
upon a successor, there would be no one who could perform the
duty of the Treasurer and the mnm:o&_ work of the State would
be embarrassed.

In the event of death, the Deputy should continue to exercise
his former powers until the successor to the Treasurer is actually
elected.

The same continuation of power should also apply to the
Comptroller's Deputy.
We so recommend.
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TREASURER—NOTIFICATION TO BANKS OF ELECTION

The law now provides that the Sceretary of State shall notify
cach bank in which State de eposits are held

of the election of the
State Treasurer. T'here j

1s 1o provision which requires the Seere-
tary of State to certify the election of Comptroller.  This should
be amplified by requiring certification of the clection of the

il 1
Comptrolier as well and also of the signatures necess: iy to cach
check and every other necessary requisite to validity.

As regards the Deputy Treasurer, the present form of certifi-
cation hy the Secretary of State is to the effect that the Deputy
Treasurer is ;c:_::\n; and empowered to perform all his duties
“until further notice”™. This 1s obviously bad practice and may
create an embarrassing estoppel.  The office of the Deputy comes
to an end with the death of the Treasurer or at the end of his
term, or he mayv be discharged at pleasure. If the office is con-
tinued, as we have above proposed, until the election of the Treas-
urer's successor, the certification should follow the fact and not
depend on subsequent notice heing actually given to the Bank.

MUNICIPAL ACCOUNTS—ALLOCATION OF DEPARTMEXNT

The Department of Municipal Accounts is now a division of
the Treasurer's department. Its commissioner is appointed by
the Treasurer. Its functions are to see that all municipal sink-
ing funds are brought up to a statutory standard; to audit and
supervise these funds; to make municipal audits or investigations
where requested or where necessary; to establish a uniform
system of municipal accounting for all municipalities and coun-
ties; to examine all municipal budgets and see that they are in
proper form ; to order any omitted mandatory items to be included
in the tax levy; to receive and compile statements of financial
condition ; to act as a depository for certified copies of all bond
proceedings; and to license accountants who make municipal
audits.

The solution of the problem of ex:essive municipal expendi-
tures cannot be reached on the theory that it begins and ends
with the municipality. Municipal governments have but a limited
voice in determining the amount of money that must be raised
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through taxation. .\ great proportion of the expense of @ mu-
nicipality is made 1m1andatory by statute.  Tts main resources are
the property of its citizens which property is subject to taxation.
The taxpavers are. in the last analysis, the real debtors of the
municipal creditors The wages of profligate and ineflicient
management are p:iin and suffering to the taxpavers. Ti it had
not been for the leeal limitation imposed upon muicipalities to
control the izsnance of their bonds, several municipalities would
now he called. eornmonty and aptly although not technically,
bankrupt.

The relation of the State to the municipality is analogous to
that of guardianand ward. The existence of the sovercign power
of the State over its municipal subdivisions is indisputable. The
real question is to what extent and how those powers should be
exercised. ‘The Legislature has given and the Legislature may
take away. A wise exercise of the power will recognize a dual
responsibility, obligations as well as rights, and endeavor to solve
the problem of munsicipal expenditures by the co-ordinated efforts
of both municipal and State governments.

The creation of the Department of Municipal Accounts has
proved a long step in the right direction. The department is
already serving as a clearing house for the problems common to
all municipalities. Tts functions transcend mere audit. It ap-
proaches supervisionn. It already has reached cordial co-operation
and mutual understanding. The degree is a matter of State
policy. The problem is one that we have to live with. [t is grow-
ing day by day. It isnot a question of the survival of the fittest.
The State must continually look out for the least of its children.

Our question is where this growing department should be
placed so as to render the greatest service at the present time and
how be organized o as to take care of the discharge of present
duties and such as future State policy may dictate.

Four plans have breen suggested :

1—To leave the department where it is under the Treasury :—
This is a mere makeshift. 'The department has no logical con-
nection with the State Treasury. One of the duties of the De-
partment of Municipal Accounts is to audit the sinking funds of

I/

the several bond issues of which the Treasurer is custodian as
well as a member of the Sinking Fund Commission. \7
festly improper that the Commissioner of Municipal
should audit the transactions of 1
whom he is appointed.

Tt is mani-
Accounts
s own immediate superior by

2—"To place the department with the Comptroller —This pro-
!)OF&] &gcms plausible ecnough when emphasis is placed upon audit-
11}Q which is but one of the many functions of the Department.
Fven as to that, the testimony shows that the subject matter of
the respective audits are entirely different. The work of the
Comptroller's Office 1s governed by State law. The work of
the Department of Municipal Accounts is covered by the vast
bulk of municipal law. The forces could not be interchanged.
It would be a union in name only. Desides, the other functions
of the department would be entirely foreign to the Comptroller.
On top of that is the consideration that the Comptroller is like-
wise a member of the Sinking Fund Commission under the bond-
ing acts and it would be equally improper for the Commissioner
to audit the transactions of his immediate chief.

3—To transfer the department to the State Board of Taxes
and Assessment —It is true that the Department of Municipal
Accounts has more contact with this Board than with either the
Treasurer or the Comptroller which latter contacts are practically
negligible. It is true that the source of municipal revenue is
taxes and in order to establish the tax duplicate and review the
collection, remission and cancellation of taxes, the Commissioner
of Municipal Accounts makes certain inquiries from and verifies
certain facts by the State T'ax Department, but, again, this is only
one part of the functions of the Commissioner. Taxes are only
the income side of the municipal accounts. The entire problem
of the outgo side has nothing whatsoever to do with the State
Tax Board. Nor has the intricate question of assessments for
local improvements, either as to income or outgo, anything what-
soever to do with taxes.

4—To make the Department of Municipal Accounts a separate
department, exactly as England has a separate Secretary for her
Colonies —We so recommend. This proposal makes for a closer
and more sympathetic relation between New Jersey and her
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municipalities. The department now functions independently. It
is housed separately. It is only nominally under the Treasury
Ft will be freed from the domination of everv other department.
save only the Tixecutive, and fitted to perform the functions now
vested it and which will be accumulated as time goes on. 1t
will put the department in such relation with respect to the whole
State structure that it can be later enlarged and, from time to tine.
given added powers and responsibilities without ensuing complica-
tions. It prepares the mechanics for the substantive recommenda-
tions of the forthcoming report of the Commission on Municip:;
Taxation.

We recommend that the power of appointment of the Commis-
sioner of Municipal Accounts should be taken from the Treasurer
and lodged either with the Governor, subject to advice and consent
of the Senate, or with the Legislature itself as the ultimate guar-
dian of the municipal subdivisions of the State. The term shoulil
be five years.

MUNICIPAL ACCOUNTS—POWERS OF DEPARTMENT

Our examination convinces us that speedy consideration should
be given to enlarging the powers of the Department. The effective
time to discuss municipal indebtedness is before it is incurred.
To what extent regulation and prevention shall go are matters of
substantive policy which have been under consideration by the
Commission for the investigation of county and municipal tax-
ation and expenditures, which Commission will shortly report.
So as to the many matters involved with the statutory debt limit.
So generally as to provisions for enforcement of the law.

We commend especially to the attention of that Commission,
the following matters developed in our investigation:—(1) Therc
is no power to compel restitution; (2) No penalty attached for
failure to answer subpoena of the Commissioner in any investiga-
tion that he may institute; (3) No power to impound records or
to make physical seizure thereof; (4) No power to take charge
of the affairs of the municipality when conditions warrant and
demand; (5) No power looking to a manager for a financiallv
distressed municipality to step in and take out of the hands of
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the local government powers which |

ave been misused or atrophicd
and to do whatever is necess

wl ary to raise immediate funds to
restore municipal credit and put its finances on a sound basis Or to

do whatever should be done whenever a danger sign appears.

We defer to that Commission the determination of the powers
which should be vested in the Commissioner commensurate with
the substantive policies by them to be evolved. We believe our
duty ig dene so far as administration and organization of the
State Government is concerned by providing a proper place for
this important department in our coordinated plan of reorgani-
zation,

MUNICIPAL ACCOUNTS—LICENSED MUNICIPAL ACCOUNTANTS

The present practice of auditing the accounts of municipalities,
by means of accountants licensed by this Department, after exam-
ination, has not proved to be entirely satisfactory. In actual prac-
tice. such accountants work independently, although nominally
under the jurisdiction and control of the Department. This is
more regulative and disciplinary than it is productive of the best
results. It is not feasible under present arrangements and with
existing facilities, for the Department in this manner to ade-
quately supervise audits so made. Aside from the lack of closc
supervision, the principal elements which tend to reduce the ef-
fectiveness of such audits, is the financial privity and relationship
of auditor and municipality, with the natural tendency to favor
the client who pays for the service, and the practice of lump-sum
bidding which emphasizes the cost rather than the service.

This condition may and should be remedied by eliminating the
relationship of auditor and client, as between the Licensed
Municipal Accountant and the municipality, by providing that all
municipal audits should be conducted directly by the Department
of Municipal Accounts, through Licensed Municipal Accountants
chosen aud retained by the department for each specific engage-
ment. The cost of the audit should be paid to the department
by the municipality and the accountant should be paid for his
services, by the department. To provide the ways and means to
make this plan operative the Department of Municipal Accounts
should be allowed an appropriation commensurate with its needs,
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sufficient to meet such pavments to Licensed Municipal Ac-
countants. This dispenses with the necessity {or a large perma-
nent staff in the department itself.  After taking into considera-
tion the offsetting income from service charges to he paid by the
municipalities, the cost will be largely met by the inceme. It
would be entirely met if the State chose to charge the fwil cost
to the municipalitics instead of the present meager statutory
charges.  Perhaps, paternalism has a proper sway here in keep-
ing those (nforced charges low, even lower than the actual cost
of the service. Tlowever that may be, the service, as indicated,

is worth the cost.

STATE BOARDS—PROFESSION AL REGISTRATIONS AND LICENSESR

There are now twelve examining and licensing boards for
various professions, excluding the Bar Examiners which pertain
exclusively to judicial division of government and the New
Jersey Real Estate Commission which brings in a large revenue
to the State. These twelve boards, although in receipt of sub-
stantial revenues derived from examination and registration fees,
bring in but trifling revenue to the State. These State Boards
are:

Public Accountants;

Architects;

Registration and Examination in Dentistry;
F.mbalmers and Funeral Directors;

Medical Examiners;

E.xaminers of Nurses;

Optometry ;

Pharmacy;

Professional Engineers and Land Surveyors;
Pilotage Commission ;

Veterinary Medical Fxamining Board;
Chiropodists.

The expenditures of these boards are not budgeted and are in
nearly every instance approximately equal to the receipts from
registration and license fees, fines and the like.
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We recommend that a Bureau of Professional Registration be
created in the Department of Education which will consolidate
these twelve examining and licensing boards with their attendant
staffs into one unit, with one secretary instead of the dozen now
functioning and drawing pay. Great cconomies in rents would
likewise be effected. The educational department now passcs
on the academic credentials of applicants.  Centralization ot the
records would permit the establishment of uniform procedure.
Fees and fines would be collected by the central bureau and
deposited immediately with the State Treasurer. The expenditures
of the staff and the various examining boards would be budgeted
and allowed only to the extent permitted by the Legislature. All
records and correspondence would be taken care of by the central
bureau and when necessary referred to the particular examining
board. The boards themselves would remain intact and all their
necessary functions, such as preparing the examinations, the
grading of papers and otherwise determining the fitness of the
applicants for licenses, together with advisory supervision of the
licensees, would remain. The regulatory work of these licensing
boards would in no manner be interfered with. It would, how-
ever, be systematized and done on an economical basis.

We so recommend.

CIVIL SERVICE—SPECIAL PHASES

We have made considerable study of such phases of Civil Serv-
ice as regards the certification and manner of payment of pay
rolls, the varying hours of employment in different departments,
the classification of employees, the administration of the Veterans
Act, the power to discharge, the management and multiplication
of personnel, the problems of seasonal, temporary and technical
employment, and the questions whether employees are adequately
compensated and whether they earn what they receive. These
studies have been made in connection with our examination of
specific departments. We have not had the time to study Civil
Service as a whole, or cover all the ground incident to these
phases, or, except in a few instances, to afford opportunity to the
Civil Service Commission to be heard thereon.

—-—
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We refrain, therefore, from making any comment or recom-
mendations at this time.

CONCLUSIONS

The recommendations made herein cover substantially all mat-
ters heretofore investicated which are capable of being trans- |
lated into law. It has not been possible within the time accorded
to our Commission to examine into a number of the departments
of the State Government which we feel should be included in a
comprehensive plan of reorganization. Your Commission and its
Counsel have devoted unstinted time to investigation, to the
taking of testimony and the formulation of this report. From
the standpoint of the convenience of our own members, it has no
desire to prolong its activities. It does recognize, however, that
having assumed the duty of preparing a complete plan of reorgan-
ization that it should request the Legislature to continue the Com-
mission until it can conclude its work.

The Commission has confined its report strictly within the
limits of the resolution looking to a consolidation and reorgani-
zation of the various boards, commissions and departments of the
State Government. It believes that if these recommendations
are carried out there will not only be greater efficiency in the
operation of the State Government but a very material reduction
in the cost of administration.

Respectfully submitted,

STATE AUDIT AND FINANCE COMMISSION.
By Frank D. ABerin, Chairman,
EmersoN L. Ricmarns, Vice-Chairman,
DryYDEN KUSER, Secretary,
A. CrozeEr REEVES,
Grorce W. GriMM, JR,,
CaarLEs A. Orro, Jr,,
WirLriam B, KnicHT, ,‘
Tromas M. GorsiLL. ‘

D. FrEDERICK BurNETT, Counsel.
Dated November 6, 1930.





