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October, 1986

To His'Excellency Governor Thomas H. Kean
and Honorable Members of the Senate and
General Assembly

The Property Tax Assessment Study Commission is pleased to transmit
herewith its Report made pursuant to JR 3, approved January 26, 1983, JR 4,
approved March 19, 1984 and JR 10, approved January 14, 198B6. The Report
recognizes the many problems inherent in the imposition and administration of
the local property tax, It contains numerous recommendations to alleviate to
a large extent the "fiscal shock" to property owners which follows a revalua-
tion in cexrtain municipalities as well as proposals to improve administraticn
cf the tax.

The Commission recognizes the fact that there is no simple solution to
problems of the property tax which presently raises in excess of $5.5 billion
annually. 7To implement the Commission's recommendations requires the appro=
priation of substantial revenues., Alternatives would necessitate far-reach-
ing reductions in municipal, county and school costs. The status quo would
continue to burden property owners with high taxes and do nothing to alleviate
the fiscal shock inherent in some revaluations.

The Commission has worked diligently to uncover those areas in most need
of attention., It strongly feels that further monitoring of the property tax
and of the recommendations in this report are essential, and that either:

{(a} the current Commission should be continued with such modifications
as are deemed advisable,

{b) a2 new Commission should be created of five or seven members, or

{(¢) the State and Local Expenditure and Revenue Policy Commission should
be assigned these responsibilities.’

‘Phis Commission is not unmindful of the State and Local  Expenditure and )
Revenue Policy Commission and of the fact that, in addition to its many other
duties, it plans an analysis of the property tax and a determination of how
the tax fits into the overall pattern of state and local taxes, revenue, and
expenditures, This Report will be transmitted to that Commission.

Tcommissioners Stockman, Harraka, and Ebert dissent from this recommendation;
see Appendix F.
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Not &1l commissioners are in agreement with all recommendations of this
report. Commissicners who have submitted explanatory statements, or who have
concurred in the statements of cthers, are indicated below by an asterisk, and
their statements &re included in Appendix F.

Respectfully submitted by the members of the Property Tax Assessment
study Cemmission.
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CONCLUSIONS AND RECOMMENDATIONS

T TR I T T s ey

? 1. New Jersey is a“high property tax state (p.10).

2. The property tax burden is lower in New Jersey than it was in the early
1970's, but in the last few years the tax, in constant dollars per capita,
has increased steadily, and the reliance of counties and municipalities on
the property tax has grown (p.28).

3. The property tax is most burdensome in urban areas, where there are con-
centrations of low income homeowners, and where the largest part of the
tax goes for mun1c1pal services (p. 38).

4. The property tax is highly regressive (p.47).
5, Significant State action is appropriate and necessary:

(1) to alleviate the immediate conditions which provide the potential for
fiscal shock, and

(2) to prevent the development of similar conditions in the future {(p.67).

6. The present property valuation standard of value should be retained, as
well as the State constitutional provisions which require that all prop-
erty should be assessed uniformly (p.68).

7. Classification of real property is rejecté& as an approach to the mitiga-
tion of fiscal shock (p.69).

8. Site value taxation is rejected as a solution to the immediate problems of
fiscal shock (p.70).

9. Every municipality in the state should be given the option of implementing
revaluation programs on a four-year schedule, rather than regquiring
immediate and full implementation (p.?i).

10. There should be a limited program of State financial assistance for the
purpose of easing the phase-in of a revaluation program for those munici-
palities which demonstrate the potential for severe fiscal shock {p.75). 2

11. Any legislation enacted to authorize optional locally~funded phase-ins of
a revaluation program should have an effective life of no more than five
years, and no municipality should be permitted to implement a phase-in
more than once. Application for a State-aided phase-in should be accepted
only within a period of two years following enactment of enabling legisla-
tien (PI??).

12. No phase-in will provide sufficiently for the property tax relief necessary
to mitigate fiscal shock {(p.78).

1commissioner Andora dissents from this recommendation; see Appendix F.
2commissioner Ogden dissents from this recommendation; see Appendix F.
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13.

14.

15.

6.

17

18.

19.

20,

21,

22,

As part of an over-all tax reduction program, legislation should be enact~
ed requiring municipalities to impose on all property, taxable and non-
taxable, a user fee sufficient to cover taxes levied for public safety
purposes, with municipal property taxes paid to be considered a credit
against _such a fee (p.85).1'

A goal of property tax reduction should be that no property tax exceeding
3% of property value would have to be levied in any community in order to
provide adequate public services.. This should not be done through a tax

rate limit (p.85).2 -

A State-~funded circuit breaker should be enacted that would insure
that no taxpayer in New Jersey need pay more than a reasonable percentage
of gross income in property taxes (9.97).2

The Local Property Branch of the Division of Taxation should be recon-
stituted as a Division of Local Property Tax Assessment {p.115).

A five~member Assessment Administration Review Board should be establishw
ed within the Division of Local Property Tax Assessment to adopt stan-
dards developed by the Division and to hear appeals from actions to re-
move assessment personnel or to revoke the license of a revaluation firm
{p.118).

An office of county property assessment supervisor should be established
in every county, to be filled by a State employee of the Division of
Local Property Tax Assessment, with all costs to be paid by the State
(p-119}0

The Division of Local Property Tax Assesspent should develop standards
for the minimum size of a tax assessment jurisdiction, and the director
of the Division should be empowered to order a conscolidation of the tax
assessment function in municipdlities which do not meet the standard
(P0120)0

A new program of State aid for local assessment administration should be
enacted, to cover cne-third of the statewide cost of local assessment
administration, but with larger amounts of State aid going to places
with smaller property tax bases on a per capita basis (p.121).

The Division of Local Property Tax Assessment should develop standards
for tax assessor salaries and benefits, staff, office space, eguipment,
and other resources in taxing jurisdictions of varying size (p.122).

State aid for local assessment administration should be withheld from any
municipality which does not meet specified standards for tax assessor
salaries and bhenefits, staff, office space, eguipment, and othexr
resocurces reguired by the tax assessor's office (p.122).

TCommi ssioners Andora, Aschenbach, and Ogden dissent from this recommendation;
see Appendix F.

2commissioner Ogden dissents from these recommendations; see Appendix F.
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23.

24.

25.

26,

27.

28'

29-

30.

3.

32.

33.

Where a municipality fails to meet State standards for salaries, staff,
of fice space, eguipment, and other resources for the tax assessment
office, and where performance standards are then not met, the director
of the Division of Local Property Tax Assessment should be empowered to
provide for adequate funding of the tax assessment office, with costs to
be covered by withholding any State aid to which the municipality is
otherwise entitled (p.123}.

County boards of taxation should become strictly tax appeal boards, and
their administrative duties should pe divided between the county property
assessment supervisor and the central staff of the Division of Local
Property Tax Assessment (ps124.).

The CTA certificate should be a requirement prior to appointment for

municipal tax assessors and county property assessment supervisors
{ps125).

Kew instructional‘courses should be developed in tax appeal procedure and
required of county board of taxation members early in their first term of
office (p.125).

The CTA certification should be placed on a five-year renewal cycle, with
renewal to be based on either the completion of instructional programs Or
passage of a State examination (p.126).

The Division of Local Property Tax Assessment should develop standards of
performance for municipal tax assessors, county tax board members, and
other assessment personnel, and the director of the Division should be
empowered to remove from office a person who does not meet theose
standards {p.127).

The administration of tax deductions and Homestead Rebates should be
handled@ centrally by the Division of Local Property Tax Assessment, but
the administration of tax exemptions should remain a duty of the munici-
pal tax assessor {ps127).

‘the Division of Local Property Tax Assessment should provide assistance
to municipal tax assessors in the appraisal of complex properties and in
the defense of tax appeals (ps1281).

The Division of Local Property Tax assessment should develop standards
for computer-assisted mass appraisal systems, and all municipalities
should be reguired to obtain permission from the Division before pur-

. chasing such a system (p.128).

The full responsibility for all egqualization of aggregate assessed values
should be concentrated in the Division of Local Property Tax Assessment
(Po128)0

The deadline for f£iling tax appeals with the county board of taxation
should be moved up from August 15 to a date in the late Spring of the tax
year (p.130).7

Tcommissioner Glaser dissents from this recommendation.
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34.

35,

36.

37.

Every property owner should be notified of any change in the assessment
on his or her property by mail early in January of the tax year (p.130).

Tax assessors should be given the right to file tax appeals to correct
errors in assessments {p.130).

The Division of Local Property Tax Assessment should be empowered to
determine the need for revaluations and to order that they be conducted
and implemented, with the cost to be covered, in part, by the new State
aid program for assessment administration (p.131).

The Division of Local Property Tax Assessment should be empowered to
license revaluation firms, establish standards for their performance,
monitor their performance, and revoke their licenses if this appears
justified (p.131).




TABLE OF CONTENTS

I ~ MISSION OF THE COMMISSIONutssssesessvenstsnnretscacssnsrssonttonasnancs 1
1I - 'THE PROPERTY TAX IN NEW JERSEY cossnsssastosssnrstssnenrssssessnsssstoss 2
Use of the Property Tax in Comparison With Other StateS.seseecsrees 2

Property Tax Per Capit@essvecssrsvesoscvsosrecsscasassnsercense 2

Property Tax as a Percentage of Personal INCOMEsesessssssssces 3

Total State and Local Taxes as a Percentage of Personal

TN M e snsvostsssnssssssansasosasonssssnrstssssasrssntissncnssss 5
Property Tax as a Percentage of Property ValU€eesosrsssessorses 3
SUNMMAY Y s sosovnnnsassasarnsosetssssssssastarssratetcncsssrrssces 10

Statewide Trends in the New Jersey Property Tax, 1970 to 1985.44as 10
Per Capita Property Tax in Current and Constant DollarSessssse 12
Property Tax as a Percentage of Property ValUBasassenssnnsacss 15‘
Property Tax as a Percentage of Personal INCOMEsesvsssasssasse 15
Property Tax as a Percentage of All State and Local TaxeSeesss 15
Property Tax as a Percentage of Local Government Revenue€.ssses 22
SUMMATYs saossssssssersssressasnsrcessossrtssttisasorsrcessnnes 27

Distribution of the Property Tax in New JBrSeYessscctssssssosvcves 28

Distribution of the Property Tax by Type of Governmental
JurisdlctioNescossenrasessersssnsssssrttrssrtsnssnsnsnrsrnsess 28

Impact of the Property Tax on Different Types of Community.... 31
Distribution of the Property Tax Base by Class of Property.... 38

pistribution of the Property Tax by Income Level of

Hmmmmmm,n.“.“.u.“.”.".“.u.”.".”.“.”.“.“..41
SUMMAYYe avsosstsrssssesssatossssssnssssssasssssssctsstrsarccens 44
Administration of the Property Tax in New JerSeYssscteessovsvevees 47
Municipal Taxing DistrictSeseseescerssscarsrascesvecsrncncsnns 47
County Boards of TaXatioNessessesssasnssrossrsssosceessasanene 49
State Division of TaxatiONeesssssscrscsarrssarocessesesrssocas 51

ix




TABLE OF CONTENTS

Tax court’to--oooouoo---o-ocooooo--oocontoco"

-~ Initial AssessmentS..-.-..-....-...........

Equalization Among Taxpayers....-..........

Equalization Among Taxing DistrictSeevessss

Tax Appeals-....-o-......--..-..a..........

III_FISCAL SH(X:K.....‘l'........l.ll.'..l.....l'.“.l'

The Potential for Fiscal Shock..----.-.--.--.

Delay in Revaluations and Reassessments,

High Effective Property Tax Rates..
A Fiscal Shock IndeXeeeseesressscas
The Impact of Fiscal ShoCKeetessssevnnsns
The State's Responsibilityesssvssrcesess
Rejected AppProacheSessssscoscsrsnvescenss
Changes in the Standard of Value...

Classification of Real Property...

Site Value TaxatiONeseesssecncesies
Phase-in of RevaluationS.eevssssseasvsscas
State~Assisted Phase~iNessessrsensres
Limitations on Phase-insS.siecessses
Property Tax ReductioNessvecsssoncsoeres
Transfer of CoStSeessnrarernanesene
State RiGescesorencovvnrrosocsurans
Additional Local Revenues..ssseeeess
User Fees on Exempt PropertYesssess
A Property Tax Reduction Goal.seees

Relief for Individual TaxpayerSesrsecces

* 800

LB

L I )

LR

LI 1

LR

..

*

*

L ]

-

-

.

.

LI 2 A

LN N

* s e

-

a e

-

&

*e

52

52

53

55

57

59

59

59

63

63

65

67

68

68

68

69

70

75

77

77

79

79

80

80

85

87



TABLE OF CONTENTS

Homestead Rebate PrograMesssssssessssssessssssncsnsannassae
Homestead Tax Relief ACtecaescssrovsssessssssassrsssssrassns
New Jersey Commission on Government Costs and Tax Policyess
Senate Bill 20B1sucrncsvroasvasessssssssarssssssessssnsense
Comparisops and RecommendationNSesesesosssssnsassnesssssnses
Summary of RecommendationS.cesessscaconvsanesacsssconsesnrosnosses
IV - ASSESSMENT ADMINISTRATION AND FINANCINGs s sssassrsrrssssesssosescavess
Causes of Assessment DeficiencieS.cecsssserorsrsrenrncscscncscssae
The Cost of Modern TechnOlogysssetecensssaatssorsssasnasnens
The Cost of Sufficient Qualified Personnel.csvesssescevesss
The Cost of RevaluationSssessreesrsersncssssvoccsocansvnnes
Small Assessment JurisdictionS.cecuisssassscressonesreresesn
Political INterferenCeeicsssesssersestserserenasesssesssvtons
‘Lack of Accountabllityeseseesssessossassconssacsssnsosnssonsean
Lack of Expert AsSistanCEesasssarsesssrsvrrsorsssenssevessnse
Tax ASSESSOY ADPDPCAlSsestsvssotrstssnnsnassessssnsonssssssens
Rapidly-Changing Property ValUueS.ssestsseresssvsssrssosvons
An Unwillingness to Disturb the Status QUOesestessscsnsssnnas
A Revised Tax Assessment SysfeMevectesvsvararosrssssnsrsnscessrns
EQUIity 21 MOG@lSeasavsserssssorrerotoorsasvassvsstssststosansansnas
“Improved Municipal Appraisal DistrictSeseesescsesesessssves
County Appraisal DistrictSsssssersasresssrssscicssossssasas
Statewide Appraisal CoMmMiSSiON.ecssscssrssnssesscsvsvssssnse
Common FeatuYreSessssetroasererssatorssvsstnsessosssaassnanansss
A Recommendel PlalNeseessscreasssscessssanassstssssssusssavassens

State Division of Local Property Tax ASSesSSmenNtessessosssee

92

92

96

97

28

93

100

101

102

103

103

105

106

106

107

107

109

109

110

110

111

112

112

113

114



TABLE OF CONTENTS

Assessment Administration Review Board.ee..

County Property Assessment Supervisor.e..
Municipal Assessment JurisdictionSeeesesss
The Municipal Tax ASSESSOYsecsescssasesvsse
County Boards of Taxationssssscseseveneess
(ualifications of Personn@lsssssssescacess
Accountabilityeeescocscvsvsssvsosvesnsnasns
Tax Exemptions; Deductions, and Rebates...
Expert ASSiStanNCeiseerssvssasresanssssnens
New TechnologYsseceeresnsensassnsosrsesnnsen
ﬁqualization of Aggregate AssessmentSceeces
TaxX ADPLAlSevssssesacssssvsntassvscstoscsns
RevaluationSeseesseasrsasassccscenssncacsas

Summary...........-.......................

®ii

.

L]

»

L]

-

L d

*

-

-

-

-

L]

-

LRI N BB Y O N

-

-

-

-

*

LA I N

*+ 4880

L LR I N O

-

»

*

L]

*

-

LI N

LU N

LI 2

LI

.- *ree

LI 2 2

LA

LI N

117

118

119

123

124

124

126

127

127

128

128

129

130

131



3

8.

10.

1.

124

13.

14.

15.

TABLES

per Capita StaEe and Local Property Taxes, by State, 1983-84; in

REBNK OYdBY asssessstosnsrsnsrtsssssssssssastrssssestsrsessrnssnsstsoeys

state and Local Property Taxes as a Percentage of State Personal
Income, by State, 1983~-84, in Rank OrdeYececssssssrssssssssscenrasne

All State and Local Taxes as a Percentage of State Personal Income,
by Etate, 1983-84, in Rank Orderecescssssssnsrsssavssssosrsasescsssssns

New Jersey Property Taxes and Taxes Per. Capita in Current and
Constant DOllarS, 1970 to 1985.ll.l..‘.'.0‘.I.l..!.!...iﬂ.'.ll."‘

New Jersey Property Taxes as a Percentage of the Net Valuation
on Which County Taxes are Apportioned, 1970 to 1985..scssrvnenrnss

New Jersey Property Taxes as a Percentage of Total Personal Income,

1970 to 1985...0-..........l0l!I..‘0I.I..‘.ll.i.....l.l."......l.

Local Property Taxes as a Percentage of All New Jersey State and
Local Taxes, 1970 0 1985 e sessvctsrssssssosssacssscsssssssnsessssnsys

Local Property Taxes as a Percentage of Local Government Revenues,
New Jersey Counties, Municipalities and School Districts, 1976

to 1984‘.0".'....l...‘.l.ll.....‘I.O.l.'.'.‘..lO......"....‘.."

New Jersey Property Tax Levy and Percentages Levied by Counties,
Municipalities, School Districts, and Special Districts, 1970

to ?985...0"'I.Oﬁ"...C.l‘.l.'....‘.l........l...l‘ll.IIl.....'l.

Average True Value Tax Rates in Selected Types of New Jersey
CommunitiES, TOBd e s vsssnsnssasonsensstsassstsstesssssnsosnnssavsesres

Property Taxes Paid by New Jersey Homeowners as & Percentage of
Gross Income, in Rank Order by County, 109B4esssssassasesvanssrosas

Percentage of New Jersey Homeowners in Urban Communities at
Selected Gross Income Levels, 1984 s atrssrsrassasssssssarennsases

Distribution of New Jersey Property Tax Assessments Among Classes

of PrQPerty' 1970 O 1984 esnsssrssssscstvesrstasssesssnsssssssenna

Property Taxes as a Percentage of Gross Income for New Jersey
Homeowners; by Dollar Ranges of Gross Income, 1977 to 1984.cevesss

Property Taxes as a Percentage of Gross Income for New Jersey

Homeowners by Percentiles of Total Homeowner Population,

1977 and 1984.-..!..l‘."'il‘l.....“ICUI...'.QC.!..I....IC......'

xiii

13

16

18

20

23

29

33

36

37

39

42

45



is.

17.

i8.

19,

20.

21,

22.

23.

24,

25,

26.

27.

28.

29,

TABLES

Percentage of 1984 Homeowner Gross Income Paid in Property Taxes,
Newark and State Average, by Gross INCOME LeVElS sessassansossssss

New Jersey Municipalities With Highest Potential for Fiscal Shock,

1985'..l.“‘..llQl.0'..l...I.Cll'.‘.........6‘.'.!'..."......'...

Impact of Revaluation on Tax Bills in Hypothetical Municipality
wWith No Phase—in........-..............--..............-.-..----.

Calculation of Tax Bills in Hypothetical Municipality With Four-
Year Phase-in of Revaluation..-..........-...---.................

Comparison of Annual Changes in Tax Bills Without and With Phase-in
in a Hypothetical Municipality..-.-.-...........-.g-.-...........

Type and Amount of Tax Exempt Property in New Jersey, 1984ucesesssss

Exempt Property as a Percentage of Taxable Property in High Fiscal-
Shock MuniCiPalities, 1984---0-.0-.-.0-..-o--q.ocooooon-o-o--ooo.

Potential Yield of User Fees Applied to Tax Exempt Property, 1984...

Distribution of Municipalities According to Effective Tax Rates,

1985..Il.....ll..lll‘OCQOO0...0..!ll..l.lll..!oc'll.l.o.l.l.t.o-.

Individual Property Tax Relief Mechanisms Employed by the States,

1983!."....l..“l.....l.‘l...'l.".I...O.IIl.l‘...l.."...'!..l.

Use of Circuit Breakers by State Governments; 1983-0c.0l‘0u000000.0‘

Comparison of Benefits to Homeowners Under Various Property Tax
Relief Progréms, 1984.---oo--oconc|oo.ouo---cnuooc.0..-----.-0.-0

Distribution of New Jersey Taxing Districts According to Number of
Taxable Line Items, !985'.....'!!0!"....bt“.llol‘lt......‘!.t‘.

Periods of Rapid Growth in Total Egqualized Valuation in New
Jersey; 1970 to 1985-.--o-----uoooolou-----cuococno-otnntc-oooo-o

xiv

61
64
72

73

76
82

83

84
86

88

90
93
104

108



2.

.

4.

5.

T

. CHARTS

New Jersey Property Tax Levy Per Capita in Current and Constant 1970
bollars, 1970 L0 1985 seetucsossnssssssssssnenstsssasrscesosssenans

New Jersey Total Tax Levy as a Percentage of the Net Valuation on
which County Taxes are Apportioned, 1970 to 1985..eecssncvverasss

New Jersey Property Tax Levy as a Percentage of Total Personal
Income, 1970 TO 10B D assvssenensssossrnssasestossossstocsnssasossnns

New Jersey Property Taxes as a Percentage of All State and Local
Ta.xes, 1970 tO 1985..0.0.l..OIO.!IOQC.00.0C'.lt‘l..‘.llcltil.l‘..

New Jersey Property Taxes as a Percentage of Local Government
Revenue, 1970 t0 1984 cvetsesstssssvessesstasrsssasstscsssssnosnsss

Property Taxes as a Percentage of Gross Income for New Jersey
Homeowrlers, 1984.!l.l!o......‘ll..tit0‘..0....l'l.o“...l‘.'!.ll.

Property Taxes as a Percentage of Homeowner Gross Income With
Homeowners Ranked by Percentiles of Gross Income, 1977 and 1984..

v

14

17

19

21

25

43

46



I

MISSION OF THE COMMISSION

The Proéerty Tax Assessment Study Commission was established by Joint
Resolution No. 3 of the New Jersey Legislature, approved and effective on
January 26, 1983. The Commission was given three major tasks:

a. to devise means to mitigate the impact on sound urban neighbor-
hoods of fiscal shock resulting from massive redistribution of
the property tax burden in urban communities where reassessments
have been long delayed;

b. to study the current methods of conducting assessments of prop-
erty and levying taxes for the purposes of local government taxa-~
tion; and

¢. to inguire into the feasibility and practicability of alternative
methods of allocating the costs of such assessments to assure
regular periodic reassessments.

Originally, the Commission was directed to report its findings and
recommendations to the Governor and lLegislature within 12 months.
Subseguent legislation1 nas extended the reporting date to October 1, 1986.

The Commission consists of 18 members: two State Senators appointed
by the President of the Senaté; two members of the General Assembly
appointed by the Speaker of the General Assembly; three public officials
appointed by the Governor; five citizen members appointed by the Governor;
three citizen members appointed by the President of the Senate; and three
citizen members appointed by the Speaker. No more than half of the legis-

lative members and the citizen members may be of the same political party.

1Joint Resolution No. 4, approved March 19, 1984, and Joint Resolution
No. 10, approved January 14, 1986. (See Appendix A)




II

THE PROPERTY TaX IN NEW JERSEY

Use of the Property Tax in Comparison With Other States

Property Tax Per Capita

The New Jersey Tax Policy Committee in 1972, using a variety of

measures, concluded that "...it is evident that we are a high property tax

state, arnd one in which the average owner of a one-family house is most
heavily burdened by property taxes."! Data presented by that committee
showed that New Jersey property taxes in 1970 totalled $241.89 per capita
and were the third highest in the nation, following California at $262.16
and Massachusetts at $250.08. The national average at that time was
$167.59 per capita.?

While'many attempts have been made in the past decade to reduce
property taxes through aid programs for local government and through
limitations on local budget increases, New Jersey's position relative to
other states has not changed substantially. As of 1984, the state still
ranked third in the country in property taxes per capita, this time
following only Wyoming and Alaska (See Table 1). The two earlier leaders,
California and Massachusetts, in the intervening years had both enacted
drastic tax limitation measures. In 1984, the New Jersey average property
tax of 5680 per capita stood at 166% of the national average, conpared
with a 1970 level of 149% of the national figure. Thus, the mest recent
figqures indicate that New Jersey now levies a heavier per capita property

tax, relative to other states, than it did in 1970.

Trhe Property Tax, Part II of the Report of the New Jersey Tax Policy
Commi ttee, Trenton, New Jersey, February 23, 1972, p. 11.

21bid,, Table 2-11, pp. 23-24.
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Table 1. Per Caéita State and Local Property Taxes, by State, 1983~84; in

Rank Order
Property Taxes
Rank Per Capita State
i 51,100 Wyoming
2 873 Alaska
3 680 NEW JERSEY
4 668 Connecticut
5 666 New Hampshire
6 650 New York
7 638 bist. of Columbia
8 601 Michigan
S 589 Montana
10 571 Oregon
11 561 Rhode Island
12 534 Massachusetts
13 514 Illinois
14 510 Wisconsin
15 507 Nebraska
16 493 Iowa
17 490 Vermont
18 1468 Kansas
19 466 Minnesota
20 445 - Colorado
21 442 Maine
22 418 Texas
23 406 Scouth Dakota
24 395 washington
25 385 California
26 380 Maryland
27 3N Ohio
28 350 ‘ Arizona
29 350 Florida
30 345 Pennsylvania
31 343 Virginia
32 342 Indiana
33 327 North Dakota
34 316 Utah
35 298 Nevada
36 285 Georgia
37 278 Hawaii
38 256 Idaho
39 240 South Carolina

40 234 Missouri




(continued)

Table 1. Per Capita State and Local Property Taxes, by State, 1983-84; in

Rank Order
Property Taxes

Rank Per Capita ' State

41 § 229 North Carolina
42 213 Tennessee

43 200 Oklahoma

44 ‘ 197 Delaware

45 _ 191 West Virginia
46 189 Mississippi
47 173 Kentucky

48 170 Arkansas

49 ' 166 Lounisiana

50 148 New Mexico

51 11 Alabama

Source: U.S. Bureau of Census, Governmental Finances in 1983-84, Series GF,
No. 5, United States Government Printing Office, Washington, D.C.,
Table 24, p. 77.
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Property Tax as a Percentage of Personal Incone

A second measure of New Jersey's relative position is the percentage
which the property tax forms of the total personal income of the state's
residents. Since New Jersey is a relatively high-income state, it would
be expected to rank lower than in property tax per capita. This is the
case, but the position is not much lower. In 1984, New Jersey ranked
ninth in the country, with property taxes equal to 4.84% of personal
income {See Table 2). The national average at this time was 3.33%.

Total State and Local Taxes as a Percentage of Personal Income

In total State and local taxes as a percentage of personal income,
however, New Jersey ranks only 22nd in the country, with a 1984 figure of
11.7%, the same as the national average. While New Jersey is a very high

property tax state it is not a particularly high tax state {8ee Table 3).

Property Tax ag & Percentage of Property Value

A third measure of relative property tax level is the percentage
which the tax levy forms of the market value of the property taxed. In
effect, this is a true value tax rate. National data on this measure are
di fficult to obtain. Tax assessments are récorded and reported regularly,
but the measurement of true property value through assessment-sales price
ratios is not determined uniformly throughout the country. The best
information probably comes from the 1982 Census of Governments, which
reported on the effective tax rate for 229 major jurisdictions, including
two in New Jersey. The effective tax rate in this cése w&s defined as the
total tax levy on all properties sold, divided.by their total sales prices.

0f the 229'jurisdictions, 1981 property taxes in Jersey City rarnked
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pable 2. State and Local Property Taxes as a Percentage of State Personal
Income, by State, 1983-84, in Rank Order
- Property Taxes
as Percentage of

Rank Personal Income State

1 9.17% Wyoming

2 5.97 Montana

3 5,65 New Hampshire
4 5.34 Oregon

5 5.30 Alaska

6 5.24 Michigan

7 5.02 New York

8 4.95 Vermont

9 4.84 NEW JERSEY

10 4.84 Rhode Island
11 4.61 Towa

12 4.55 Nebraska

13 4.53 Maine

14 4.51 Connecticut
15 4.50 Wisconsin

16 4.16 South Dakota
17 4,15 Illinois

18 4.05 Dist. of Columbia
19 4.05 Massachusetts
20 3.93 Minnesota
21 3.84 ! Kansas
22 3.64 Texas
23 3.59 Utah
24 3.63 Colorado
25 3.39 Arizona
26 3.31 Chio
27 3.28 Washington
28 3.27 Indiana
29 3.10 Florida
30 3.01 Pennsylvania
31 2.986 California

32 2.95 Maryland

33 2.88 Virginia

34 _ 2.83 North Dakota
35 2.80 Georgia

36 2.71 Idaho

37 2.64 South Carolina
38 2.45 Nevada

39 2.37 Xorth Carolina

40 2.35 Mississippi




(continued)

Table 2. State and Local Property Taxes as a Percentage of State Personal

Income,

Rank

41
42
43
44
45

46
47
48
49
50
51

by State, 1983-84, in Rank Order

Property Taxes
as Percentage of
Personal Income

2.33%
2.24
2.15
2.08
1.92

1.85
1.82
1.62
1.57
1.56
1.22

State

Hawail

‘Tennessee

Missouri
West Virginia
Arkansas

Kentucky
Ok lahoma
Louigiana
Delaware
New Mexico
Alabama

Source: U.S. Bureau of Census, Governmental Finances in 1983-84, Series GF,
No. 5, United States Government Printing Office, Washington, D.C.,
Table 25, p. 81.
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rable 3. All State and Local Taxes as a Percentage of State Personal Income,
by State, 1983-84, in Rank Order
” All State and Local Taxes
as Percentage of
Rank Personal Income State
1 28.6% Alaska
2 20.9 Wyoni ng
3 16.5 New York
4 14.6 Dist. of Columbia
5 14.4 Minnesota
6 13.8 Michigan
7 13.7 " Wisconsin
8 12.9 Montana
g 12.9 Hawaii
10 12,9 Utah
11 12.9 Vermont
12 12.6 New Mexico
13 12.6 Maine
14 12,4 Oregon
15 12.1 Rhode Island
16 1241 West Virginia
17 12.0 Arizona
18 119 Iowa
19 11.8 Washington
20 1.7 Massachusetts
21 1.7 Maryland
22 1.7 NEW JERSEY
23 11.5 California
24 115 North Dakota
25 T1+4 Pennsylvania
26 1743 Illinois
27 11.2 Delaware
28 T1e2 Connecticut
29 1141 Ohio
30 111 Nevada
31 11.0 Nebraska
32 10.9 Louisiana
33 10.8 Mississippi
34 10.8 South Carolina
35 ' 10.6 North Carolina
16 10.6 Colorado
37 10.6 Ok lahoma
38 10.5 Georgia
39 10,5 Indiana

40 10.3 Kansas




{continued)
Table 3. All State and Local Taxes as a Percentage of State Personal Income,
by State, 1983-84, in Rank Order

All State and Local Taxes
as Percentage of

Rank Personal Income State
41 10.2% Kentucky
42 10.1 Virginia
43 10.1 Idaho
44 10.0 South Dakota
45 10.0 Alabama
46 9,7 Arkansas
47 9.7 Texas
48 9.5 Florida
49 9.3 Missouri
50 9.3 New Hampshire
51 9.3 Tennessee

Source: U.S. Bureau of Census, Governmental Finances in 1983-84, Series GF,
No. 5, United States Government Printing Office, Washington, D.C.,
Table 25' P 81.
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second at 4.40%, while Newark placed seventh at 2.85%. The median figure
for all jurisdictions was 1.09%.1

summary
pumile-2

By all three measures, New Jersey property taxes rank among the

highest in the nation. There is little doubt that New Jersey is a high

property tax state. The major reason for this probably is the heavy

emphasis placed on local government in this state. For many years, New

Jersey, by most measures, has had one of the smallest state governments in
the United States. For example, in 1984 New Jersey ranked only 44th out of
the 50 states in the number of state government employees per 10,000 pop-
ulation. On the other hand, New Jersey local governments -- the counties,

municipalities, school districts, special districts, and authorities -~

when taken together, make up one of the largest local government operations

in the country. In 1984, New Jersey ranked eighth in terms of local gov-

ernment employees per 10,000 population. Since the property tax has been

the traditional source of most local government revenue throughout the

United States, New Jersey's reliance on local government translates into a

reliance on the property tax. While this State-local balance is gradually

f changing, it remains a major factor in the life of New Jersey governments.2

? Statewide Trends in the New Jersey Property Tax, 1970 to 1985

The fact that New Jersey still ranks as a high property tax state in

national comparisons should not obscure the changes which have taken place

Tpureau of the Census, Census of Governments (1982), Vol. 2. Taxable
Property Values and Assessment/Sales Price Ratios, U. 5. Government
Printing Office, Washington, D. C., Table 22, pp. 222-228.

2Frnest C. Reock, Jr., "Trends in Allocatlon of Service and Fiscal
Responsibilities in New Jersey State and Local Government, " New Jersey:
Qutlook for the Future: Division of Planning, Office of Management and
Budget, State of New Jersey, May, 1985, partially revised February, 1986,
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in the past 15 years. A number of factors have combined to limit the real

growth of the New Jersey property tax and even to bring decreases in some

measures. Among the factors limiting the growth of property taxes are:

(1)

(2)

(3}

(4)

(5)

{6)

(7)

(8)

increased State aid for schools under the Bateman-Tanzman act,? which
was phased in at 20% of full funding in 1971, 40% in 1972, 66 2/3% in
1973, and 100% in 1974.

Peaking of public school enrollment in 1971«72, followed by a steady
decline which is still underway.

The implementation of federal revenue sharing for counties and municiw~
palities in 1972,

Enactment of the Public School Education Act of 1975,2 which was
funded initialiy for the 1876~77 school year.

State assumption of the cost of veterans' and senior citizens' tax
deductions in 1977.

The beginning of State revenue sharing for municipalities in 1977.
Imposition of local budget "caps" on school district budgets'in
1976-77 and on county and municipal budgets in 1977.

Substantial growth in tax revenues from public utilities, now a State-

collected revenue which is distributed to municipalities.

tn addition, a Homestead Rebate Program of direct State payments to

residential property taxpayers, which could be considered a negative

property tax, was implemented in 1977.

Factors which have caused property tax increases at some time in the

past 15 years include:

(1)

A State budget shortfall in 1975-76, resulting in State aid cutbacks.

1.

2y,

1970, C. 274,

1975, €. 212.
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{2) Dglay in the enactment of the State personél income tax in 1976, which
resulted in q‘“freeze“ on State aid for schools.

(3) A drop in State revenues in 1981-82 due to the recession, resulting in
State aid cuts pending increases in sales and income tax rates.

(4) Limitations in the 1980's placed on the distribution of State-
collected, locally-shared taxes on public utilities.

(5) Freguent annual cﬁtbacks or underfunding of the State school aid
formulas and other aid formulas, beginning in the late 1970's and
continuing generally to the present.

per Capita Property Tax in Current and Constant Dollars

The total property tax levy has grown in current dollar value every
year since 1970, rising from $1.97 billion in that year to $5.58 billion
in 1985 {See Table 4 and Chart 1). When expressed as a per capita figure,
using New Jersey tax and population data, the growth has been from §274
to $738. However, when adjustment is made for inflation, by using
constant 1970 dollars, the picture is guite di fferent.! The statewide
" total of property taxes per capita in constant dollars hit a peak in 1972,
moved erratically downward until 1976, and then started a steady decline
until 1980 and 198%1. Since that time, it has reversed and started an

upward trend, but still falling short of the 1972 level.

1since the emphasis here is on the property tax as a competitor for the
taxpayer's dollar, the consumer price index has been used as a price
deflator to translate current dollars into constant dollars. If the
emphasis had been on the property tax as a generator of dollars with
which to purchase governmental goods and services, it would have been
more appropriate to use the GNP Implicit Price Deflator for State and
Local Government Purchases of Goods and Services. The CPI generally is a
more volatile measure of inflation than the GNP deflator. Use of the GNP
‘deflator would have changed the figures shown in Table 4 and Chart 1, but
would not have altered the broad patterns described,
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Table 4. New Jersey Property Taxes and Taxes Per Capita In Current and
: Constant Dollars, 1970 to 1985
Total Tax Levy Total Tax Levy
Estimated Per Capita Per Capita
Tax July 1 in Current . in Constant
Year Total Tax Levy Population Dollars 1975 Dollars
1970 $1,967,618,071 7,175,958 $ 274 $ 274
1871 2,222,256,147 7,195,348 309 292
1972 2,441,572,948 7,214,739 338 3N
1973 2,584,891 ,389 7,234,129 357 309
1974 2,761,556,045 7,253,519 381 294
1975 3,021,049,861 7,272,909 415 297
1976 3,345,546,718 7,292,299 447 303
1977 3,257,073,667 7,311,689 445 285
1978 3,327,574,347 7,331,079 454 274
1979 3,492,936,977 7,350,469 475 262
1980 3,793,898,390 7,369,859 515 253
1981 4,191,857,581 7,421,000 565 253
1982 4,558,404,569 7,427,000 614 261
1983 4,915,835,156 7,468,000 658 270
1984 5,241,072,016 7,515,000 697 274
1985 5,582,390,989 7,560,000 738 2BO
Notes: 1. Tax levy data from State Abstracts of Ratables. Not included are
special district taxes levied for fire districts, garbage dis-
tricts, and similar jurisdictions. Wwhile a rapidly~growing por=-
tion of the tax levy, special district taxes still constitute a
very small proportion of the total, amounting to less than 1% in
1985, ' :

2, Population has been estimated on the basis of a straight-line
interpclation between the 1970 and 19B0 censuses. Thereafter,
estimates by the Division of Planning and Research, (Office of
Demographic and Economic Analysis, New Jersey Department of Labor
have been used, except for 1985, where a growth of +.6% over 1984
has been assumed.

3. Current dollar figures have been converted to constant 1970

dollars by use of the Consumer Price Index as averaged for the
Newark-N.E. New Jersey and Philadelphia areas.
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Property Tax as a Percentage of Property Value

Table\ﬁ and Chart 2 show the trend of New Jersey property taxes as a
percentage of property value. In effect, this is a true value tax rate.
By this measure, 1971 was the peak year for New Jersey property taxes,
with the total tax levy amounting to 3.66% of the net valuation on which
county taxes are apportioned.1 Thereaf ter, there was an almost
uninterrupted aecline in taxes as a percentage of market value, State aid
cutbacks in 1976 and in the early 1980's have resulted in some variations,
but the rapid increase in property values generally has beeh more influen-
tial. By 1985, the property tax levy had dropped to 2,49% of the net valua-
tion on which county taxes are app@rtioned.

Property Tax as a Percentage of Personal Income

When property taxes are measured against the total personal.income in
the state there is a similar pattern (See Table 6 and Chart 3). Again,
the peak year for New Jersey property taxes came in the early 1970's, with
property taxes taking 6.26% of personal income in 1972. The percentage
levelled off through 1976, and then a sharp drop occurred during the
latter part of the decade. Since 1980, the property tax burden on total
personal income in New Jersey has remained fairly stable, with a modest
downward tilt, reaching 4.27% in 1985,

Property Tax as a Percentage of All State and Local Taxes

The pattern emerges again when the role of property taxes in the
entire New Jersey state-local tax system is examined (See Table 7 and
Chart 4). From a high of 57.0% in 1972, the state-wide importance of

the property tax has declined to 42.,1% in 1985 as new State government

IThis is the effective tax rate as calculated by the Division of Taxation.
It may be noted that the Division of Local Government Services, in its
annual'report, also calculates effective tax rates, but uses a method
abandoned by the Division of Taxation in the }970's.
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mable 5. MNew Jersey Property Taxes as a Percentage of the Net Valuation on
which County Taxes are Apportioned, 1970 to 1985

Total Tax Levy
as a Percentage

Net Valuation of Net Valuation on

Tax Total Tax Levy On Which County wWhich County
Year in Current Dollars Taxes are Apportioned Taxes are Apportioned
1870 $1,967,618,071 $ 55,141,945,583 3.57 %
1971 2,222,256,147" 60,642,969,747 ‘ 3.66
1972 2,441,572,948 66,937,287,978 3.65
1973 2,584,891,389 74,752,721,637 3.46
1974 2,761,556,045 84,318,596,657 3.28
1975 3,02%,049,861 95,195,559,599 3.17
1976 3,345,546,718 102,617,849,665 3.26
1977 3,257,073,667 108,226,770,725 3.01%
1978 3,327,574,347 115,784,484,508 2.87
1879 3,492,936,977 125,265,824,109 2.79
1980 3,793,898,390 141,587,093,849 2.68
1981 4,191,857,581 161,302,973,315 2.60
1982 4,558,404,569 179,864,477,705 2.53
1983 4,915,835,156 193,525,355,300 2.54
1984 5,241,072,01%6 205,970,010,620 2.54
1985 5,582,390,989 224,464,382,094 2.49

Source: State Abstracts of Ratables
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Table 6. New Jersey Property Taxes &as a Percentage'of Total Personal Income,
1970 to 1985

Total Tax Levy
as a Percentage

Tax Total Tax Levy Personal of State
Year in Current Dollars Income Personal Income
1970 $1,967,618,071 33,085,000,000 5.95%
1971 2,222,256,147 35,825,000,000 6.20
1872 2,441,572,948 39,029,000,000 6.26
1973 2,584,891,389 42,527,000,000 6.08
1974 ' 2,761,556,045 46,321,000,000 5.96
1975 3,021,049,881 49,824,000,000 6.06
1976 3,345,546,718 53,699,000,000 5.97
1977 3,257,073,667 58,112,000,000 5.01
1978 3,327,574,347 64,680,000,000 4.73
1979 3,492,936,977 71,580,000,000 4.50
1980 3,793,898,390 79,753,000,000 4.41
1981 4,191,857,581 89,356,000,000 4.37
1982 4,558,404,56% 97,093,000,000 4.40
1983 4,915,835,156 104,823,000,000 4.42
1984 5,241,072,016 116,02%,000,000 4,26
1985 5,582,390,989 123,749,000,000 4,27

Notes: 1. Total Tax Levy from Table 3,

2., Total Personal Income from various issues of Survey of Current
Business, U. 8. Department of Commerce, from April, 1972 (Vol. 52,
No. 4, p. 20) through April, 1986 (Vol. 66, No. 4, pp. 62-63).




Total

Tax Levy 19
as a
Percentage
of Total
Personal
Income =
6- 0 % fAv/
5.0
4.0
3.0 j
Chart 3. New Jersey Property Tax Levy
as a Percentage of Total
Personal Income, 1970 to 1985
2.0
1.0

1970 1875 1880 1985




20

Table 7. Local Property Taxes as a Percentage of All New Jérsey State and
Local Taxes, 1970 to 1985

Local Property Tax

Total State and Local Property as a Percentage of
rax Year local Taxes Tax State & Local Taxes
(In Millions) {In Millions)

1970 3,415.5 1,922.3 56.3%

1871 3,833.4 2,176.6 56.8

1972 4,201.0 2,393.8 57.0

1973 4,662.8 2,536.3 54.4

1974 4,995,7 2,712.3 54.3

1975 5,373.5 2,917.1 54,3

1976 6,059,7 3,295.1 54.4

1977 6,787.7 3,205.,2 47.2

1978 7,123.2 3,275.3 46,0

1979 7,613.8 3,441.6 45,2

1980 7,950.7 3,743.5 47.1

1981 9,066.6 4,134.8 45.6

1982 9,928.6 4,495.4 45,3

1983 10,804,9 4,848.7 44.9

1984 12,123.7 5,175.0 42.7

1985 13,112.3 5,517.5 42.1

Notes: 1. Source is Annual Reports of Division of Taxation:
: 1979, Table 3, p. B; Table 4, p. 17

1982, Table 1, p. 5; Table 3, p. 17

1985, Table 1, pp. 4-5; Table 3, p. 20; p. 82

2. Figure for Local Property Tax omits amounts for Veterans and
Senior Citizen Tax Deductions.
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sources of revenue have been developed. Interruptions occurred in the
1974-76 period, ;hen the Legislature and Governor debated authorization for
a State personal income tax, and another jump appeared in 1980, when the
recession began to cut into State tax revenues. Otherwise, property taxes
have steadily become a smaller part of the New Jersey tax system since 1972.
Despite the redugtion in New Jersey's reliance on property taxes over
the last decade and a half, there were still, in 1983-84, only five states’
which placed a greater emphasis on property taxes in their Staﬁe-local tax

structure.

Property Tax as a Percentage of Local Government Revenue

A final statewide measure of the property tax is the part which it
plays in financing local government. Property taxes are the single
largest source of revenue for New Jersey's local governments., As shown
in Table 8 and Chart 5, counties and school districts have relied very
heavily on property taxes throughout the period, while municipalities, as
a group, have had other sources of revenute covering more than half of their
needs.

In 1970, property taxes made up 73.6% of the total revenue of the 21
county governments. The largest factor in reducing this percentage over
the next several years was the availability of large amounts of tederal
CETAZ2 and other job-training funds. Beginning in 1972 at $26.3 million,
CETA funding grew by 1978 to $324.8 million. At the same time, property
taxes declined as a proportion of county revenue to 51.5%. CETA funding

began to dry up in 1979 and, by 1984, this type of program funding was

IMontana, New Hampshire, Oregon, South Dakota, and Wyoming.

2Comprehensive Employment and Training Act
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Table 8. Local Property Taxes as a Percentage of Local Government
Revenues, New Jersey Counties, Municipalities and School
Districts, 1970 to 1984

Percentage of Total Local Revenue from Property Taxes

Year % Counties I Municipallties “[___School Districts

1970 1 73.6% { 42.9% i

1970-71 i E ; 72.2%
197 73.7 i 41.1 %

1971=72 | } } 71.9
1972 [ 7G.3 % 41.0 i

1972-73 E % 71.2
1873 { 65.6 { 35.9 E

1973-74 % 4 i 70,2
1974 | 64.2 % 35.3 ‘

1974-75 I| E 65.5
1975 i 61.4 % 3642 i

1975-76 E 1 68.6
1976 | 62.5 i 39.3 {

-1976~77 % { ! 60.0
1977 5 58,4 % 35.1 }

1977-78 | i 59.0
1978 ] 51.5 } 33.0 E

1978-79 { 58.0
1979 : | 51.8 i 31.8 |

1979-80 } E 57.0
71980 54.9 { 32.4 i

1980-81 | % E 57.8
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(continued) .
Table 8. Local Property Taxes as a Percentage of Local Government
Revemies; New Jersey Counties, Municipalities and School
Districts; 1970 to 1984 ‘

Percentage of Total Local Revenue from Property Taxes

Year ! Counties | Municipalities i School Districts
1981 E 57.7 } 33.0 ;
1981-82 5 5 i 57.1
1982 i 61.8 % 34.4 }
1982-83 1 i } 57.3
1983 5 61.4 % 36.6 {
1983-84 i E E 56.6
1984 E 62.0 i 38.8 i

Notes: 1. County and municipal data from Annual Reports of the Division of
Local Government Services, Statements of Financial Conditions of

Counties and Municipalities, New Jersey Department of Community
Affairs.

2. School district data from Annual Report of the Commissioner of
Education, Financial Statistics of Schocl Districts, New Jersey
Department of Education.
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down to only $3.4 million. A= a result, the property tax share of county
revenues climbed back to 62.0%. If CETA funds are omitted from the county
budgets, as a "pass-through" program, funding only extra training activi-
ties which the counties in its absence would not have undertaken, the
property tax portion of total county revenue would have peaked in 1872 at
75.7% and then would show a gradual decline to a level of 64.7% by 1984,
Clearly, except for CETA, the factors listed above as limiting property
tax growth have had only a modest effect on the role of that tax in
financing New Jersey county government.

School districts also have relied on property taxes in the past for a
great deal of their funding, with the percentage standing a 72.2% in
1970-71+ 'The availability of étate aid has been the dominant factor in
the property tax role for school districts. BAlready, in 1870-7%, the
gradual phase-in of additional State support under the Bateman~Tanzman law
was reducing the reliance of local school districts on properfy taxes.
This trend continued in the early 1970's as funding under that law was
further phased in. This was followed by a sharp increase in property
taxes in 1975~-76, when State aid was limited. With the implementation
of the Public School Education Act in 1976~77, the property tax portion of
school district revenue resumed its downward trend, levelling off at about
57% of the total by 1978-80., The nature of the school aid formulas, which
are based heavily on State funding of a percentage of each local budget,
tends, if fully funded, to keep property taxes at a relatively stable
proportion of all school revenues. Since 1279-80, there have been only
minor fluctuations, depending on the degree to which the aid formulas have
been funded.

Municipalities have depended much less on property taxes in recent

decades than counties and school districts. A variety of factors have
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influenced municipal reliance on property ta#es. The rise and fall of
CETA was a fa&tor, though never reaching the same magnitude as in the
county governments. State aid programs, never as large in the aggregate
ag those for school districts, have had an influence. State-collected and
locally~shared taxes have become particularly important. ALl of these
factors combined to reduce the proportion of manicipal revenue defived‘
from the property tax from a high of 42.9% in 1970 to a low of 31.8% in
1979, Since that time there has bheen a steadily rising trend as CETA,
State aid, and State-collected taxes have all declined in importance.
Summary |

Using statewide data, the property tax purden has been somewhat

alleviated in New Jersey over the past 15 years. While the current dollar
figure for taxes levied rises each year, the per capita constant-dollar
levy in 1985 was about 10% less than at its peak in 1972. 1In relation to
the true value of taxable property, the tax burden in 1985 was 32% below
its top in 1971. As a percentage of total personal income, the property
tax was 32% below its high point in 1972. The property tax has declined
from 57.0% of all New Jersey State and local revenue in 1972 to 42.1% in
1985. Reliance by local governmental units on the property tax has de-
creased between 1970 and 1984 from 73.6% to 62.0% for counties and from
42.9% to 38.8% for municipalities. For school districts, the decline has
been from 72.2% in 1970-71 to 57.3% in 1982-83.

On the other hand, data for the most recent years show a reverse
trend for some of these measures. In the 1980's the constant dollar per
capita property tax has inc?eased steadily, and the reliance of coﬁnties

and municipalities on the property tax has grown.
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The Commission concludes that the property tax burden is lower in New
Jersey than it was in the early 1970's, but in the last few years the tax,
in constant dollars per capita, has increased steadily, and the reliance
of counties and municipalities on the property tax has grown.

Distribution of the Property Tax in New Jersey

Although the statewide data just presented show some reductions in
New Jersey property tax levels, this does not mean that the effect has
been felt uniformly throughout the state. As the New Jersey Tax Policy
Committee note& in 1972, "...the property tax is not a single property
tax, but rather 567 different property taxes -- one for each municipality
in the State,"] Aetually, there may well be more than 567 different
property taxes, since the impact of the.tax may vary among different tax-
payérs in a single municipality.

Distribution of the Property Tax by Type of Governmental Jurisdiction

The most obvious breakdown of the property tax is by the governmental
jurigdictions which use it. Property taxes finance major shares of the
cost of New Jersey's counties, municipalities, school districts, and
special districts. Table 9 shows the portion of the property tax levied
by each of these types of governmental jurisdiction from 1970 to 1985.
Throughout this period, school district taxes have constitﬁted over half
of the statewide total levy. However, the public school share of the tax
reached its highest point in 1973 and has declined since then as a result
of increased State aid and the decline in student enrollment. Property
taxes for municipal purposes started the period in second place at 23.4%
of the total and have retained a relatively constant share, amounting to

23,7% in 1985. The county portion of the tax levy has grown slowly, but

IThe Property Tax, op. cite, P« 9.
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Table 9. New Jersey Property Tax Levy and Percentages Levied by Counties,
Municipalities, School Districts, and Special Districts, 1970 to 1985

-

% Percentage of Total Levied By:

% Total |

i Tax | Municipal- School Special

| Levy Counties ities Districts Districts
1970 | 8§ 1,940,965,343 19.0 % | 23.4 % | 57.3 % | 0.4 %
197 5 2,196,401,013 | 19.8 % 21.2 f 58.6 E 0.4
1972 { 2,415,725,198 | 19.8 f 2147 i 58.1 E 0.4
1973 { 2,560,431,451 | 19.7 { 20.5 f 59.3 f 0.4
1974 { 2,738,297,295 } 20.2 f 21.3 § 5841 ; 0.5
1975 { 2,998,172,516 } 20.7 22.4 % 56.5 { 0.4
1976 i 3,323,051,281 i 21.1 23.6 % 54.9 } 0.4
1977 } 3,273,420,235 i 22.6 | 22,5 { 54.5 } 0.5
1978 E 3,346,140,893 f 23.3 22.3 } 53,9 { 0.6
1979 3,514,331,424 E 23.6 21,5 § 54,3 é 0.6
1980 |  3,819,857,759 { 23,4 [ 21.7 i 54.2 i 0.7
1981 4,223,006,197 { 23.4 21.9 § 54.0 % 0.7
1982 4,594,210,457 } 23,5 } 22.4 53.3 % 0.8
1983 | 4,956,185, 485 } 23.7 23.1 f 52.4 { 0.8
1984 |  5,284,668,730 i 23.9 i ©23.3 51.9 } 0.8
1985 i 5,631,236,095 § 24.3 5 23.7 | 51.1 { 0.9

Source: Data developed from State Abstracts of Ratables for the New Jersey Local
Expenditures Limitations Advisory Commission,

Notes: (1) Levy omite pre-1977 taxes levied to cover veterans' and senior citizens!
tax deductions.

(2) County levy includes Net County Taxes [Col. 12A III], County Library
Taxes [Col. 12B {(a)}, Local Health Service Taxes I[Col. 12B {b)], and
County Vocational School Budget [Col. 12C {(d)]

¢




{(3)

(4)

(5)

(6)

pable 9. {continued)
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Municipal levy is the Local Municipal Purposes Levy [Col. 12C IXl.

school District levy includes levies As Required by District School
Budget [Col. 12C I (a}], Regional, Consolidated and Joint School
Budgets [Col. 12C I (b)], and As Required by Local Municipal Budget
[Col. 12C I (c)). :

Special District levy is as reported in Annual Reports of Division of
Local Government Services through 1983, plus individual county
abstracts for 1984 and 1985.

Since the municipality is the tax collector for other units of local

government, the Reserve for Uncollected Taxes is included as part of

the municipal tax levy. This sum amounts to 0.5 to 1.5% of the total
tax levy.
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steadily, during the period and now outranks the municipal gshare at 24.3%.
Special district taxes, mostly for fire and garbage districts, make up
the balance of the tax levy. This is a very small part of the total «-
less than 1% -- but a rapidly~growing part, as municipalities have
attempted both to avoid the budget caps and to keep municipal tax rates
down by shifting services to special districts.

Impact of the Property Tax on Different Types of Community

Another way of looking at the distribﬁtion of the property tax is in
terms of its varying impact on different types of community. After the
1970 Census, the New Jersey Division of State and Regicnal Planning pre-
pared a classification plan for municipalities based on their degree of
urbanization.' This plan was used by the Department of Education to
report student test scores, and it has been modified by the Rutgers
University Bureau of Government Research to analyze school budgets and
property taxes. As it now stands, the classification plan divides the
567 municipalities of the state into nine major groups:

1. Major'Urban Centers = Densely-populated communities with extensive
commercial and industrial development, which now or at some
time in the recent past have had 100,000 or more population.

2. Other Urban Centers - Densely—pépulated communities with extensive
commercial or industrial development, which have BEE_attained
a population of 100,000 persons.

3. Urban-Suburban Communities - Communities located near an urban
center but not as highly developed, with larger residential

areas.

TNew Jersey Municipal Profiles: Intensity of Urbanization, Division of
State and Regional Planning, New Jersey Department of Community Affairs,
January, 1972,
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4. Suburban Communities - Predominantly single~family residential
communities within a short distancé of an urban center.

%, Suburban-Rural Communities - Rapidly-developing communities
within a short distance of an urban center.

6. Rural Centers =~ Small high-density communities surrounded by
other communities which are rural.

7. Rural Center-Rural Communities - Communities which include a
small developed core area and surrounding rural areas.

8., Rural Communities - Areas of scattered small communities and
isolated single-family dwellings.

9. Seashore Resorts - Communities located on or near the Atlantic
coast and having a low ratio of year-round population per
dwelling unit.

pable 10 shows the average true value property tax rates for the dif-

ferent types of community in 1984.,7 True value tax rates clearly are the
highest in the six major urban centers, with the largest part of the levy
being devoted to municipal purposes. Both county and school taxes in
these centers also are well above the state average. The 26 Other Urban
Centers exhibit the same pattern, though in lesser degree. For all other
types of community, school taxes take the bulk of the levy, county taxes
are second, and municipal purposes taxes are the smallest. The lowest
true value tax rates are found in the Seashore Resorts, where large
‘amounts of resort property are combined with a relatively small year¥

round population.

1qphese tax rates are calculated by dividing the tax levy by the Equalized
valuation minus Class II Railroad Property, as shown in the Table of
Equalized Valuations issued each October 1 by the Division of Taxation.
They are similar te, but not exactly the same as, the effective tax
rates calculated by the Division.
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Table 10. Average True Value Property Tax Rates in Selected Types of New Jersey

Communities, 1984
b | | Average 1984 Tax Levy as a Percentage of
Type of i Modified Equalized Valuation
Community | Number County [ Municipal | School | Total
| | |
Major Urban Center | 6 | .886 | 2,541 | 1.779 5,206
| |
Other Urban Center | 26 +664 1.429 | 1.382 3.475
| l I
Urban-Suburban | 124 639 611 | 1.312 2.562
| !
Suburban | 159 | .565 537 | 1.285 | 2.387
| | E
Suburban-Rural | 63 | 612 .334 | 1.389 2.335
l | ‘ | | | I
Rural Center 1 43 i <602 | .443 | 1.596 | 2.641
l | | i
Rural Center-Rural | 9 | 579 378 | 1.411 |  2.368
| E l |
Rural | 108 | .653 | 147 | 1.34% 2.141
l | | '
Seashore Resort | 29 | «448 411 | .638 1.497
| | I
| E |
. | l | l I
Total | 567 | .608 502 | 1.315 2.425
i F i

Notes: 1. Tax levy allocated to county,
outlined in Notes to Table 8.

municipal, and school categories as

2. Modified Equalized Valuation is Equalized Valuation from Table of
Equalized Valuations minus Class II Railroad Property.

3., Average is the unweighted mean of individual community tax rates,
treating all communities as egquals, regardless of size.
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Bverage county property tax rates are fairly uniform across the
different kinds qf community, primarily because each county levy is spread
over different kinds of community in the county. With the exception of
the Major Urban Centers, the Rural Centers, and the Seashore Resorts,
average school property tax rates also are fairly uniform by type of
community, largely dug to the nature of the State aid formulas, which are
intended to compensate for low tax ratables. In contrast, municipal true
value tax rates vary'widely, depending on the degree of urbanization and
the different levels of services which this demands. The average munic-
ipal purpose true value tax rate in the Major Urban Centers is almost
twenty times the average rate in the Rural communities. State aid pro-
grams for municipalities apparently lack the magnitude‘and the equalizing

:
design of the school aid formulas.

While true value property tax rates vary considerably among different
types of community, the property tax burden on homeowners'® gross income
may follow different patterns. A series of reports started by the
Research and Statistics Section of the Division of Taxation after the
enactment of the New Jersey personal income tax law now makes it possible
to reiate property taxes to gross income.’ Every year, State income tax
returns are matched with applications for the Homestead Rebate, and
various statistical analyses are made of the matched returns for well over
a million homeowners. While the data have not been tabulated in exactly

the same way as the true value tax rates shown in Table 10, it is possible

to demonstrate the relationship between property taxes paid and gross

Towner Occupied Housing Statistics from Homestead Rebate and Income Tax
Data Match, Research and Statistics Section, Division of Taxation,
Department of the Treasury, issued annually.
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personal income on a county-by-county basis. This has been done in Table
11, Two factors appear to be of importance in determining this measure of
property tax burden: the geographic location of the county ==~ north,
central, or south -- and the population density of the county. Densely-
populated counties in the northern part of the state, Hudson, Essex, and
Passaic, head the list, with high percentages of homeowner gross income
going for property taxes. Lightly-populated southern counties ~- Cape
May, Cumberland, Gloucester, Burlington; Atlantic, and Salem -~ have the
lightest property tax burdens on homeowner gross income.

The high true value property tax rates found in the urban centers are
of particular concern, because these communities inciude large numbers of
low-income homeowners. Table 12 shows, for the six Major Urban Centers,
fhe 26 Other Urban Centers, and for the state as a whole, the distribution
of homeowners by gross income level. Statewide, about one-guarter of the
state's homeowning taxpayers may be considered as having low gross incomes
-- below $20,000 per year. Another one~guarter could be considered as
high-income -~ receiving over $50,000 per year. The remaining halt of the
homeowners would then be categorized as medium-income. Interestingly,
using this classification of income, the urban places come very close to
matching the state average in terms of the proportion of medium-income
homeowners -- about 50%. The differences are at the extremes. Urban
places have far fewer high-income homeowners and far more low~income
persons. While the concentration of low-income homeowners in these
communities may result in particular problems, the large proportion of
ﬁedium—income persons who also reside in these communities means that

there cannot be a simple solution to the problem of high property taxes.
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' rable 11. Property Taxes Paid by New Jersey Homeowners as a percentage of Gross
. Income, in Rank Order by County, 1984

IPopulation Density by Regieon

| i
| Property Tax |
Rank | as a Percentage | County North | Central South
| of Gross Income ! |
o | l |
1 | 5.96% | Hudson 12,034 | - -
2 | 5.15 i Essex 6,603 | - | -
3 | 5,11 | Passaic | 2,384 | - -
4 l 4.74 | sussex 226 | - -
5 | 4.53 | Middlesex - | 1,986 -
I P
6 4.50 | Bergen 3,600 - -
7 4.45 |  Union 4,918 | - -
8 4.42 |  oOcean i - 583 -
9 | 4.35 i Monmouth ! - 1,108 | -
10 4.25 | Camden | - | - 2,185
| |
11 4,21 | Hun terdon i 214 - | -
12 4.19 | Warren | 236 | - -
13 4.18 I Somerset | - I 684 -
14 f 4.14 { Morris | g8 | - -
15 | 4.12 | Mercer i - | 1,399 -
| I I l
16 | 4.09 | Cape May | - | - 338
i7 | 4.05 | cumberland | - | - 267
18 | 3.95 | Gloucester | - | - 626
19 | 3.89 | Bur lington [ - | - l 462
20 ! 3.86 ! Atlantic | - | - | 354
21 ! 3.30 | Salem | - | - ! 190

Notes: 1. GSource: Owner-Occupied Housing Statistics from Homestead Rebate and
Income Tax Data Match, Research and Statistics Section, Pivision of
Taxation, New Jersey Department of the Treasury, February, 1986,

2. Population density in persons per square mile from 1986 New Jersey
Legislative District Data Bock, Bureau of Government Research, Rutgers
University, April, 1986.
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Table 12, Percentage of New Jersey Homeowners in Urban Communities at Selected
Gross Income Levels, 1984

.

Low Income
Below 820,000

Medium Income
$20,000 to $49,999

High Income
$50,000 and Over

6 Major Urban Centers

26 Other Urban Centers

Rest of State

State Total

|
|
I
|
I
|
|
|
|
I
|
|
|
I
I
I
I
|
I
I
|
|
I
I
I
I
I
|
I
I
I
|
|
|
I
I
|
I
|
I
I
|
|
|
I
I
I
I
|
I

40.8%

33.7

24.3

25.8

|
I
|
|
I
|
I
|
I
|
I
|
I
|
I
|
I
I
I
|
I
I
|
I
I
I
|
I
|
|
|
I

50.6%

50.0

48.3

48.6

B.6%

16.4

27.4

25.6
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The Commission concludes that the property tax is most burdensome in
urban areas, where there are concentrations of low income homeowners, and
where the largest part of the tax goes for municipal services.

An interesting aspect is the level of the property tax burden on
homeowner gross income in Seashore Resorts. These are the commmities
with very low true value property tax rates, when the tax levy is compared
with the value of the property. When this same tax levy is compared with
the gross personal income of the resident homeowners, however, it is
relatively heavy -- 4.53%, The explanation is that these places contain
large amounts of rather expensive property, but the few homeowners who
live there year~round have low gross incomes and must pay a substantial
share of that income in property taxes. If any changes are made in tax
policy to tap the true value of the resort property by raising true value
property tax rates, provision must be made to avoid taxing the year-round
residents out of their homes.

Distribution of the Property Tax Base by Class ot Property

Property taxes are paid by the owners of different kinds of property.
The State Division of Taxation has defined six classes of property for
purposes of the assessment-sales ratio studies which it conducts to cal-
culate egualized valuation. Table 13 shows assessed values according to
this breakdown over the years from 1370 through 1984, demonstrating the
statewide composition of the tax base. pefinition of the classes are:
vacant Land - Idle land not actively used for agricultural or any
othexr purpose.
Residential -~ A property inclgding a dwelling house designed for use
by not more than four families and the land on which it

is situated.




39

fable 13, Distribution of New Jersey‘Property Tax Assessments Among Classes of
Property, 1970 to 1984

Percentage of Statewide Assessed valuations
Vacant | |
Land Residential | Farmland | Commercial | Industrial | Apartments

1970 4.6% | 63.0% [ 1.5% E 14.4% } 10.2% { 6.3%
1971 } 4.5 { 63.0 5 1.6 i 14,2 { 1047 ! 6.0

1872 4.49 E 63.086 E 1.50 f 14.48 é 10.36 6.11
1973 E 4.66 % 62.87 E 1.50 E 14,15 { 10.67 ; 6415
1974 i 4,57 } 62.66 } 1.40 { 14,23 } 10,96 6.18
1975 % 4.60 ; 62,68 { 1,39 | 14.48 5 10,78 6,07
1976 i 4.65 é 62.77 } 1.38 | 14.61 % 10.60 | 5.99
1977 { 4.49 f 63439 % 1.34 | 14.52 E 10,33 5.93
1978 E 4.38 % 63.87 % 1.33 ] 14,42 i 10433 E 5.67
1979 { 4,29 } 64,38 E 1,27 | 14455 } 10.04 E 5,47
1980 E 4.17 E 64.98 } 1.28 14,44 E 9.86 ; 5.27
1981 i 4.05 i 65.60 E 1,27 i 14,56 % 9.57 % 4.95
1982 % 3.99 { 66.44 } 1.26 i 14441 E 9.22 5 4.68
1983 i 3.86 % 66.80 f 1.28 ; 14.60 1 9.08 { 4.38
1984 % 3.92 { 67,33 i 1.19 } 14.83 i 8.63 E 4.10

| | | | l |
I l l ! | l

Notes 1., Source is Annual Reports of the Division of Local Government Services,
New Jersey Department of Community affairs, Statements of Financial
Condition of Counties and Municipalities.
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Farmland - Land and buildings being used for agricultural purposes
and the farm houses and land associated with the
agricultural land. This classification may be further
broken down (not shown in Table 13} into gqualified farm
property, which is agsessed under the Farmland Assess-—
men; Act, and regular farm property.

Commercial. « Improvements designed for commercial use and the land
on which they are situated.

Industrial =~ Improvements designed for industrial use and the land
on which they are situated.

Apartments - Apartments designed for use by five or more families
and the land on which they are situated.

The composition of the statewide property tax base, as shown in Table

13, has been remarkably stable over the last 15 years. Residential prop~
erty forms the largest part - about two-thirds of the total in assessed
value -- followed by commercial, industrial, and other classes of property
Since about 1976, there has been a slow, but steady, increase in the
residential share, accompanied in the last few years by a slower increase
in commercial property assessments. All other classes of property have
dwindled as shares of the statewide property tax base.

There are itwo aspects of the property tax base which Table 13 does
not show. First, the table indicates only assessed values, not true value
for each class of property. Assessment-true value ratios may well vary
from class to class and place to place. Second, the table does not
necessarily show the distribution of the property tax burden by class of
property. Tax rates and distribution of assessments by class of property

vary from place to place. Therefore, a statewide tabulation of assess-




41

ments, as shown in Table 13, does not reflect a true statewide distribu-
tion of the property tax burden.

Distribution of the Property Tax by Income Level of Homeowners

Thus far, most of this analysis has dealt with governmental juris-
dictions, rather than with individual taxpayers or kinds of taxpayer
regardless of where they live. Table 14 shows the percentage of gross
income which is paid in property taxes by New Jersey homeowners each year
from 1977 through 1984 as broken down by income level of the taxpayers.
The bottom line on the table supports a conclusion drawn from Table 6:
that New Jersey property taxes have generally declined in recent years as
a percentage of gross income. Another immediate conclusion is that the
property tax is very regressive. In any given year, low income homeowners'
pay a much larger share of their gross income in property taxes than other
persons with higher incomes. In 1984, homeowners with gross incomes below
$5,000, for example, paid 52.0% of this income in property taxes; for
homeowners with gross incomes over SS0,000,‘the property tax bill came to
5.8% of their income. Chart & shows this relationship.

The data in Table 14 appear to contain a contradiction. While the
bottom line, for "All Taxpayers", shows a declining property tax burden on
gross income, every sub-group shown in the table has a higher or egual
burden in 1984, when compared to the burden in 1977. 'the answer is that
gross incomes in 1984, as a whole, are much higher than in 1977. For
example, the $50,000-and~over group in 1977 had 52,000 homeowners; in 1984
it had 309,000. Many more taxpayers are in the higher-income groups and,
thus, in dealing with such a regressive tax, they pay a lower share of

their gross income than in the past. The concern must be for those home-
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Table 14. Property Taxes as & Percentage of Gross Income for New Jersey Homeowners
by Dollar Ranges of Gross Income; 1977 to 1984

Gross Income Range i Percentage of Gross Income Taid in Property Taxes
of Taxpayers 71977 _| 1978 179 | 1980 | 1981 [1982 | 1983 | 1984

T | b |

Below $5,000 | 35.5% | 35.4% | 37.2% | 39.6% | 42.8% | 47.7% 49.7% | 52.0%
| | | | I

$5,000 to $9,999 [ 13.8 | 14.1 | 147 | 15.9 | 171 18.8 | 19.7 20.6
1 4 l | |

10,000 to 14,999 | 8.4 | 8.6 9.0 | 9.7 | 10.5 11.5 12.2 12.8
| I | |

15,000 to 19,999 | 6.2 | 6.3 | 6.5 [ 7.0 | 7.7 8.3 8.9 9.3
i | | | l

20,000 to 24,999 | 5.3 | 5.2 5.3 | 5.6 | 6.1 645 7.0 | 7.4
i l I | l

25,000 to 34,999 | 4.7 | 4.5 4,5 | 4.6 | 4.9 | 5.2 5.4 | 5.6
| | | i | I | |

35,000 to 49,999 | 4.2 | 40 | 4.0 | 4.0 | 4.1 | 4.2 | 4.4 | 4.4
i | | | l | l |

50,000 and Ovex | 2.8 | 2.8 | 2.7 | 2.6 | 2.8 | 2.8 | 2.8 | 2.8
| l | | | ! | |
| | I 1 | I l |

All Taxpayers | 5.4 | 5.0 | 5.0 | 4.6 | 4.6 | 4.6 | 4.6 | 4.4
i i i i I | | l

Noteg: 1. All data from Owner-Occupied Housing Statistics from Homestead Rebate

and Income Tax Data Match, Research and Statistics Section, Division of
Taxation, New Jersey Department of the Treasury, published annually.

2. Taxpayers reporting property taxes, but no gross income, eliminated
from data.

3. Property tax data are net figures after veterans' and senior citizens'
tax deductions.
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owners who have been left behind on either fixed or slow-growing gross
incomes. For them, the property tax burden continues to increase,

The reéressivity of the property tax appears, at least superficially,
to have increased over the years. For example, the homeowners with gross
incomes below $5,000 paid 35.5% of their gross income in property taxes in
1977, but 52.0% in 1984. This comparison may be misleading, however,
because gross incomes, in general, have risen substantially since 1977,

The below—ss,oob group in 1984 is much smaller than it was in 1977, &
more valid comparison may be to compare the property tax burden in those
two years for various percentile rankings of all homeowners, rather than
using fixed dollar ranges. This has been done in Tabie 15. There are

two major observations to make from this table. First, property taxes

have decreased at virtually all percentile levels as a Percentage of gross
income. Second, the property tax does, indeed, appear to have become more
regressive between 1977 and 1984, because the tax as a bercentage of gross
income, has declined more for high income taxpayers than it has for those
with less income. In 1977, the ratio between the Property tax as a per-
centage of income at the 10th and 90th percentiles was 4.5 to 1. By 1984,
despite a general lowering of taxes, the ratio between the 10th and 90th per-
centiles had increased to 7.0 to 1. Chart 7 shows this result graphically.
Summary

The property tax‘still is dominated by the school tax levy, although the
school district share of the total has declined in the last 15 years, while
the county government share has increased. Property taxes, especially the

municipal levies, are highest in the urban communities of North Jersey. South
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Property Taxes as a Percentage of Gross Income for New Jersey Homelowners

Table 15.
by Percentiles of Total Homeowner Population, 1977 and 1984
Homeowners Ranked Average Property Tax as a Percehtage of Gross Income
by Percentiles Gross Income
of Gross Income 1977 1984 Change
10th (Lowest) | 18.9% f 18.3% ~0.6%
! i |
20th 10.0 10.0 | -
30th 7.5 ] 7-2 —0-3
I |
40th Ba2 _ 5.9 -0.3
50th | 5.7 5.2 ~0.5
! I
soth 5-2 406 l "‘006
| |
70th | 4.9 | 3.9 { ~1.0
I | |
80th 4.6 | 3.3 i -1.3
! i
90th (Highest) | 4.2 i 2.6 | =146
I E l
Notes: 1. All data from Owner-Occupied Housing Statistics from Homestead Rebate
and Income Tax Data Match, Research and Statistics Section, Division of
Taxation, New Jersey Department of the Treasury, published annually.
2. Taxpayers reporting property taxes, but no gross income, eliminated
from data.
3. Property tax data are net figures after veterans' and senior citizens'
tax deductions.
4, 90th percentile data for 1984 based on extrapolation.
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Property Taxes
' as a Percentage
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’ Chart 7. Property Taxes as a Percentage
of Homeowner Gross Income With
Homeowners Ranked by Percentiles
of Gross Income, 1977 and 1984
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Jersey, with lower population densities, also has lower tax levels. Residen-

tial property makes up about two-thirds of the tax base and the percentage of

the total is increasing slowly. It is clear that the property tax is highly

regressive, and there is some evidence that it is becoming more regressive,

Administration of the Property Tax in New Jersey

The property tax is administered in New Jersey by agencies at the
f municipal, county, and state level,!

Municipal Taxing Districts

The primary administrative jurisdictions for the property tax in New
Jersey are the state's 567 municipalities, which range in size from the

Borough of Tavistock, with a 1984 population of 9 persons, to the City of

Newark, with 318,088. In numbers of line itemsz, the range is from 1t to

51,266,

In each municipality, which is also known as a "taxing district", the
municipal tax assessor is appointed for a four-year term of office by
elther the municipal governing body or the chief executive, depending on
the form of government in use in that municipality. Municipal tax
assessors need not be residents of the municipality. The appointing

authority may also appoint deputy tax assessors. The number of persons

serving as tax assessors is substantially less than the number of

municipalities because many persons serve more than one municipality.

i 1Unless otherwise indicated, information in this section is based on the

| Handbook for New Jersey Assessors and the Handbook for County Boards of .
Taxation, both prepared by the Local Property Branch, Division of Taxatiomn,
K New Jersey Department of the Treasury, supplemented by data gathered bx
Equity 21, a research project on assessment administration sponsored by
the Division of Taxation from 1984 through 1986,

27 line item is a single property, as listed in official tax records.
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Six individuals are tax assessors in as many as five different municipal-
ities. Since only about 30% of the taxing districts have assessors
serving on a full-time basis, the full-time equivalent of tax assessors is
éstimated at about 350. The total number of staff members in all of the
assessor’s offices is not firmly established, but probably totals arocund
6060.

Prior to appointment as a tax assessor, a person must receive a Tax
Assessor Certificate issued by the Director of the Division of Taxation
after satisfactory completion of a State examination. A few persons still
serve as tax assessors who held office under earlier laws in effect before
the Tax Assessor Certificate became a reguirement. A person holding a Tax
Assessor Certificate, after four years of continuous services as a tax
assessor, acquires tenure in that position upon reappointment to a second
" term of office.

Salaries for municipal tax assessors and their staffs and all oper-
ating expenses for the assessors' offices are paid ﬁrom funds appropriated
by the municipal governing body in the annual budget. The total cost of
municipal assessors' offices was reported for 1984 at .&33.'5,590,6.‘30.'I While
the largest part of this expenditure probably was for recurring annual
costs of administration, a smaller portion represents occasional revalua-
tion costs in some municipalities.

The municipal tax assessor is responsible for the following major
tasks:

(1) Discovery and identification of every parcel of potentially taxable
real property within the boundaries of the municipality.

(2) official listing of each property in the records of the municipality.

}Forty-seventh Annual Report of the Division of Local Government Services,
1984, Statements of Financial Condition of Counties and Municipalities,
New Jersey Department of Community Affairs, p. 51,

SET S
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(3) Determination of the legal taxability of each property.

(4) Determinatidn of the true value and taxable value of every property <%
every year, as of the official valuation date,

(5) Determination during the year of the true value and taxable value of
every property which changes status, fie

(6) Filing of required assessment lists and other reports indicating
property values and related data. . .

(7) Defense of assessments against tax appeals filed with various
appellate bodies by taxpayers and other taxing districts.

{(B) Review and processing of sales data used in the assessment-sales ratio
studies administered by the State Local Property Branch..

(9) Processing of Homestead Rebate forms to agsist the State in determin-
ing the eligibility of taxpayers for direct payment of a tax rebate.

County Boards of Taxation

Each of the state's 21 counties has a county beard of taxation.
Bergen, Essex, and Hudson, as first class counties, have five-member
boards with members serving five~year terms; all other counties have
three-member beoards, with members appointed for three years. County tax
board members are appointed by the Governor with the advice and consent of
the State Senate. They must be residents of the county for which they are
appointed. No more than three members of the five~member boards and no
more than two members of the other boards may be of the same political
party.

Within 24 months of appointment, members of county boards of taxation
must either qualify for a Tax Assessor Certificate or must complete a

series of training courses offered by Rutgers University. Failure to meet=.

‘this requirement entails forfeiture of office.
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Salaries of county board of taxation members are paid by the State of
New Jersey, but all other personnel and operating costs are the responsi-
bility of the county governing body -~the board ot chosen freeholders. In
1984, total county expenditures for this purpose were $2,368,038. County
tax board members frequently serve on a part-time basis.
In addition to the board of taxation, each county has a county tax
administrator, appointed by the board of taxation for a three-year term.
Persons must hold a valid Tax Assessor Certificate to be appointed to the
of fice and, with some exceptions, are expected to serve full time. After
two consecutive three~year terms, a county tax administrator acquires
tenure in the office., The county tax administrator is the chietf
administrative officer for the county board of taxation. Appointment of
support staff for the board's activities may be delegated to the county
tax administrator, depending upon the personnel policies in effect in the
county. The most recent count indicates a staff of 94 persons statewide,
to assist the 69 county tax board members and 21 county tax administrators.
The county board of taxation has the following major responsipilities:
{1) Supervision of municipal tax assessoOrs. the board may remove an
assessor from office for failure to file the annual tax list and may
recommend removal to‘the Director of the Division of Taxation in other
cases.

(2) Establishment of the official percentage of true value at which all
real property in the county is to be assessed.

(3) Review and possible revision of all assessments filed by the municipal
tax agsessor.

(4) Equalization of all tax assessments in the county, in the ‘aggregate

for each municipality, for the purpose of apportioning county govern-
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ment, regional school district, county library, and county health
district tax levies among the municipal taxing districts concerned.
{5) Calculation of municipal téx rates and certification of them to each
hunicipality.
(6) Hearing and determination of taxpayer appeals of assessments as the o
primary appellate agency. e
{7) Review and processing of sales data used in the assessment-sales ratio
studies administered by the State Local Property Branch.
Many of the functions of the county board of taxétion are carried out
by the county tax administrator, operating under the general supervision

of the board.

State Division of Taxation

The Director of the Division of Taxation in the New Jersey Department
of the Treasury has general power to investigate, revise and equalize
assessments so as to conform to law and, in general, to supervise the
activities of local tax officials. These responsibilities are carried
out through the Local Property Branch of the Division. Major responsibil-
ities of the Local Property Branch may be summarized as follows:

(1) Development of the Table of Egualized Valuations for use in distribut-
ing State aid to local school districts. This is done through éhe
administration of a comprehensive assessment-sales ratio study made of-
all property transactions in the state every year.

{2) Acting as technical advisor to the Legislature and the Governor's
Office regarding property tax legislation.

(3) Providing for the training, certification, and technical support of
county and municipal tax assessment personnel.

(4) Administration of railroad property taxes.
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(5) Administration of gqualified farmland assessments, homestead rebates,
and realty transfer fees.

(6) Apportionment to taxing districts of State revenue sharing, personal
property tax replacement, and in lieu-of~tax payments for Staté—owned
property.,

The Lécal pProperty Branch has 128 full~time positions and operating costs

in 1985 of $5,568,113.

Tax Court |

Appeals from judgements of a county board of taxation may be taken to
the Tax Court of New Jersey, which has been established as an inferior
court of limited jurisdiction within the Civil Courts of the state. The
Tax Court may have from six to twelve judges, appointed by the Governor
with the advice and consent of the State Senate. All judges must have
been admitted to the practice of law for at least 10 years prior to their
appointment.

In addition to appeals of local assessments, the Tax Court may hear
appeals of State railroéd assessments, sales, franchise, gross receipts,
and all othgr raxes levied by the State, appeals of homestead rebate
denials, and appeals of both the Taple of Equalized Valuations prepared
by the Local Property Branch of the Division of Taxation and of the county
equalization tables prepared by the county boards of taxation.

Initial Assessments

The Congtitution of New Jersey provides general guidelines for pro-

perty taxation, stating:

"property shall be assessed for taxation under general laws and by
uniform rules. All real property assessed and taxed locally or by
the State for allotment and payment to taxing districts shall be
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assessed according to the same standard of value, .+ +and such real

property shall be taxed at the general tax rate of the taxing dis-

trict in which the property is situated, for the use of such taxing

district."’
Statutes further define the assessment process, requiring that all real
property should be assessed each year on the basis of what it would sell
for on October 1 of the year before the tax year.2

County boards of taxation are permitted to establish the percentage
of market value at which assessments in the county are to be made at any
multiple of 10 between 20% and 100%. In practice, all county boards have
now set the level at 100%.

Assessment 1lists, identifying each property and its owner, and show-
ing the assessed value based on the property's estimated market value as
of the prior October 1, must be filed by each municipal tax assessor with

the county board of taxation on January 10 of each year.

Equalization Among Taxpayers

A1l assessments in a taxing district are to be made by uniform rules
and according to the same standard of value, which is the market price as
of the official assessing date. However, only a small proportion of all
properties are sold each year, and the market value of othef properties
must be estimated by different means. Moreover, even an actual salé may
not be representative of the true market value of a property. Inevitably,
from one year to the next inaccuracies and inequities will develop in the .
assessment list. It is necessary, therefore, to review and update assess-
ments periodically if individual taxpayers within a taxing district are toﬂ
bear their legal share of the propérty tax burden. Existing statutes

indicate that this should be done annually.

tconstitution of New Jersey, Art. VIII, Section I, par. 1 (a).

2gee Appendix E.
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Where such updating is done by the municipal tax assessor on a broad

basis involving all or most properties, the process generally is described ﬁ?

as a reassessment. Where the task has been deferred for so long that it
is beyond the capability of the municipal tax assessment staff, and the
municipality must contract with a private appraisal organization to do the

job, it is known as a revaluation.

Data gathered by the Equity 21 project indicate that annual updating

of assessments is a rarity in New Jersey. In 1985, only 17 taxing

districts,

Programs.

with 2.6% of the state's line items, implemented reassessment

Another 42 taxing districts, with 6.5% of the line items, put

revaluation programs into effect. Records for reassements and
tions over a period of time show that the average municipality
such a program about every 7.6 years. The normal practice, in

of a reassessment or revaluation program, is for the municipal

revalua-
implements
the absence

tax

assessor to place new assessed values on the record only where changes
have been made in the property, such as through building additions.
Otherwise, most assessed values stay the same from year to year while the
market value of the property may change constantly and at varying rates
for different properties. This can lead to considerable ineguality of tax

burden among individual taxpayers in the same taxing district.

The most common device used to define the degree of inequality is

1

known as the coefficient of deviation. This term measures the degree of
dispersion among the ratios between the assessed value and the sales price
for properties which have been sold during a given period of time. Gener-

ally, a coefficient of deviation of 15% or less is considered acceptable.2

TSee Appendix B for a description of the calculation of the coefficient
of deviation.

2uyandbook for New Jersey Assessors, p. VIII-6.
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Data for 1984‘show 242 New Jersey taxing‘districts, with almost half of
the total e&ualized valuation in the state, having coefficients exceeding
the 15% level. At least one coefficient exceeded 60%, this for a taxing
district that had not reassessed or revalued in 21 years.,

The coefficient of deviation may not be an ideal statistical device
for evaluating the degree of assessment ineguality, However, since it has
rather wide acceptance and data are readily available for all municipali-
ties, it has been used by the Commission in this report as ; rough indica-
tor of assessment guality. It is hoped that more sophisticated measures
can be‘deveioped and applied in the future.

Equalization Among Taxing Districts

While equalization among taxpayers in a single taxing district is
important, there is alsc the problem of equalizing aggregate assessments
among taxing districts. Since the initial assessments are placed on
properties by tax assessors operating independently within municipal
boundaries, there is always the possibility that different municipal tax
assessors will apply different standards and obtain different results.
Two separate, but related, egualization programs are in operation to
correct for this possibility.

The Loca) Property Branch of the Division of Taxation, in coopera~ '
tion with the county boards of taxation and the municipal tax assessors,
administers an extensive annual study of all sales which take place in k23
order to establish the true property tax resources of each school district®
for purposes of distributing State school aid. A school district with

greater local resources will receive a smaller amount of State support. .
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On October 1 of each year the Director of the Division certifies a Table

of Equalized Valuations, which lists for every municipality:

(1) the aggregate assessed value of real property,

(2} the average ratio of assessed to true value {which is estimated from
the sales ratio studies and which has come to be known as the
"Director's ratio"),

(3} the aggregate true value of real property, (estimated from the sales
ratio studies),

(4) the assessed value of Class II railroad property,

(3) the assessed value of all personal property (mainly property of
communications companies) and

(6) the equalized valuation, which is the sum of (3), (4), and (5), and
which forms the estimate of property tax resources used in the State
school aid formulas.

The second equalization program is administered by the 21 county

boards of taxation for the purpose of apportioning the county tax levy

and the levies for regional school districts, county health districts, and

county libraries among the taxing districts within the county. This is
done in a county equalization table prepared by March 10 of each year.
.Most county boards use the "Director's ratio" from the Table of Equalized
Valuations in order to convert the aggregate assessed values in each tax-
ing district to an estimated true value figure. A few counties, however,
use the same raw data as that on which the Director's ratio is based, but
treat those data by different statistical approaches; this practice has
been upheld by the courts upon challenge. No county boards conduct

completely independent assessment~sales ratio studies. The county
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equalization table, by law, deviates from the State Table of Egualized

valuations in several other ways: 3

(1) by including an equalized valuation for locally assessed personal
property owned by communications companies,

(2) by including a capitalized value of State funds paid to municipaliﬁies
as replacement for revenue from business personal property no longer taxed
at the local level, and

{3) by deducting the egqualized value of property on which taxes are in
default and cannot be collected due to State or Fedefal court liens.

when all of these édjustments are made, the county board of taxation

arrives at a net valuation used for the apportionment of county taxes.

Tax Appeals

Taxpayers and taxing districts have the right to appeal the assess-
ments placed on their properties or on any other property in the county ify
they believe that these do not represent true value or if they believe

that they are being discriminated against by assessments on other proper- -

ties.

The initial appeal -- an informal process -~ begins with the munici- -
pal tax assessor who is required, on or before December 31 of the pre-tax
year, to advertise where and when any taxpayer may examine the assessment -
which the assessor intends to place on his or her property.

The more formal appeal process follows by August 15 of the tax year,.”
the deadline date for the filing of tax appeal petitions wiﬁh the county <
board of taxation. Filing fees at the county level are nominal, and

petitioners, unless they are a corporation or a municipality, may

represent themselves before the board. The county board of taxation must.¥

complete its work by November 15 of the tax year.
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Appeals from judgements of the county board of taxation may be maée
to the Tax Court, where procedure becomes more formal and time restric-
tions less demanding. Tax appeals on properties exceeding §750,000 in
assessed value may be made directly to the Tax Court, bypassing the county
poard of taxation. Further appeals from judgements of the Tax Court may
be taken to the Appellate Division of the Superior Court and then to the

New Jersey Supreme Court.
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FISCAL SHOCK

"pigecal shock” is the term which has been applied to the impact on
individual taxpayers when their tax assessments are raised sharply as a
result of a revaluation or reassessment program which attémpts to apply
equal treatment to an unequal set of assessments. If all properties in
a community were assessed for taxation at the same standard of value, and
if economic conditions were to impact on all properties egually, there

would be no danger of fiscal shock. Ox, if all properties were to be

reassessed uniformly, regularly, and frequently, the potential for fiscal

shock would be minimized.

The Potential for Fiscal Shock

The potential for fiscal shock is drastically increased under two
circumstances:

{a) where revaluations and assessments have been long delayed, so that
economic factors having disproportionate impact on different proper-
ties have had time to operate;

{b) where the property tax level is particularly high, so that a change in
tax assessﬁent translates into a substantial change in the actual tax
bill.

Delay in Revaluations and Reassessments

Where changes in property values are caused by changing and variable
economic conditions, delays in adjusting tax assessments to reflect these
changes increase the severity of potential fiscal shock. Frequently, the
éssessm&nts on residential properties are found to be at a lower ratio to
sales prices than the ratios found for other kinds of properties. A study

59
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made for the Commission shows that the average statewide assessment-gales
ratio for residential properties in, 1982 was 63%, compared with an average’
of 70% for all classes of property.1 There are multiple reasons for this{
In recent years, the value of residential property has increased rapidlyj“;
in many cases at a faster rate than the value of commercial and industriag
properties. If assessments are not adjusted regularly, the older assess-—..
ments on the residential property will lag far behind the market, result- -
ing in low assessment-sales ratios. Secondly, the tax appeal process may
inadvertently contribute to the phenomenon. Municipal governing bodies
may be hesitant to defend relatively modest tax appeals on residential
properties owned by their constituents, where an appeal of a large
.industrial or commercial assessment may be defended vigorously. In an
urban area where revaluations and reassessments are long delayed, the
differences in assessment ratio can be substantial. In Newark, the
average residential assessment-sales ratio in 1982 was 29.7%, compared
with 45.8% for all properties.

The lag in residential assessments may serve to protect homeowners from
the full impact of very high effective tax rates in some cases. In Newark,
for example, while the overall impact of the property tax on personal income
is-somewhat higher than the state average -- 5.6% to 4.4% -- the impact at
each income level actually is less (See Table 16). The two, seemingly

contradictory, results are caused by the fact that Newark, like other urban

TNew Jersey Revaluations: Property Tax Equity and Tax Bill Change, A
Staff Study Prepared for New Jersey Property Tax Assessment Study .
Commission, August, 1985. The averages used here are unweighted; that
is, every municipality is given equal weight, regardless of size or -
number of properties, in calculating the averages.
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Table 16, Percentage of 1984 Homeowner Gross Income Paid in Property Taxes, Newark
and State Average, by Gross Income Levels

Gross Income 1984 Percentage
Level  of Gross Income Paid in Property Taxes

State Newark
Below §5,000 52.0% 50.7%
5,000-~9,999 20.6 18.9
10,000-14,999 12.8 1.1
15,000-19,999 9.3 8.0 €
20,000-24,999 ' 7.4 6.4
25,000-34,999 5.6 5.0 -5
35,000-49, 999 4.4 3.7
50,000 & over 2.8 2.5 ﬁ
All Taxpayers 4.4% 5.6%

Notes 1., Source is Owner Occupied Housing Statistics..., op. cit., February, 1986
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places, has a concentration of low~income homeowners, who pay large por-
tions of their gross income in property taxes because of the regressivity
of the tax. A revaluation which would imposé uniformity among all pro- |
perty assessments could cause severe fiscal shock in such circumstances.
One way of measuring the degree of inegquality among assessments in a
community is the coefficient of deviation.! The higher the coefficient,
the greater the variation in assessment-sales price ratios. The 15
municipalities in New Jersey with the highest coefficients of deviation,
on average, have not had a revaluation or reassessment for 13 years. Of
this group, only Atlantic City, where substantial change in property value .
has occurred, has had a revaluation or reassessment since 1980. In
contrast, 18 places having revaluations in 1983 and 1984, which were
studied by the Commission, showed a reduption in the average coefficient
of deviation from 19% before revaluation to 11% after the program was
implemented.? It would appear that implementation of a revaluation is an
effective way of reducing the variation in assessment-sales ratios and
improving the quality of the assessment list. Conversely, delay in imple-
menting a reassessment or revaluation causes that gquality to deteriorate.
An important corollary is that a revaluation program must be maintained

effectively, or non-uniform assessments will guickly develop again.

Tgee p. 26 and Appendix B.

2New Jersey Revaluations, op. cit.
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High Effective Property Tax Rates

If the effective tax rate is generally low, a sharp change in the
tax assessment will have limited impact. However, given New Jersey's high
property taxes, the fiscal shock potential is considerable. Moreover, the
actual situation is that many of the municipalities which have a high
coefficient of deviation and, thus, a high fiscal shock potential by that
measure, are also high-tax-rate places. The 15 communities with the
highest coefficients of deviation had an average 1984 effective tax rate'
of $4.50 and a range from $2.55 to $10.71, compared with a statewide
a&erage of $2.54., The higher the effective tax rate, the greater the
impact of a change-in tax assessment.

A Piscal Shock Index

For purposes of estimating the extent of the fiscal shock potential,
the Commission has devised a simple fiscal shock index which recognizes
the combination of high coefficients of deviation and high tax rates. It
is calculated for each municipality by averaging the coefficient of devia-
tion, expressed as a ratio to the state average coefficient of deviation,
and the effective tax rate, expressed as a ratio to the state average
effective tax rate. Thus, Camden, the highest-potential community, with
a coefficient 3.31 times the state average coefficient and an effective
tax rate 2.60 times the state average tax rate, would have a fiscal shock
index of 2.96., The 15 municipalities with the highest index numbers are

shown in Table 17, and a full listing in rank order is given in Appendix C.

1Effective tax rate here is calculated according to Division of Taxation
procedures, and is the Total Tax Levy on Which the Tax Rate is Calculat-
ed (Col. 12D of Abstract of Ratables), divided by the Net Valuation on
Which County Taxes are Apportioned {Col. 11 of Abstract)..
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Asbury Park

| Coefficient of Deviation I Effective Tax Rate | Fiscal
| | As Ratio to |} | As Ratic to | Shock
Municipali ty | | State Average | | State Average | Index
' } | ! l |
Camden i 56.35% | 3.31 | $6.39 | 2.60 | 2.96
East Orange | 37.72 ! 2.22 | 7.55 | 3.07 | 2.65
Newark | 55.58 | 3.27 | 4.92 | 2.00 . 2.64
Trenton | 50,79 ! 2.99 i 5.02 l 2.04 I 2.52
Jersey City | 46,13 | 2.71 | 4.95 | 2.01 bo2.37
l ! | l
Lawrence (Cumb.) | 58,96 | 3.47 | 2.9 | 1.18 i 2.32
Hoboken |  55.13 3.24 | 3,40 | 1439 I 2432
Atlantic City | 38.45 2.26 | 5.80 I 2.36 [ 2431
Chesilhurst | 55,43 3.26 | 3.32 l 1.35 [ 2431
Orange | 41.84 2.46 ! 5.19 ! 2411 | 2.29
| | l
West New York ! 37.76 2.22 | 5.21 ! 2.12 f 217
Bayonne ! 46,88 2.75 ! 3.81 f 1.55 | 2.16
Winfield | 0 0 ! 10.25 | 4.17 [ 2.09
Passaic (Pas.) | 41.95 ] 2.47 I 4,04 i 1.64 [ 2.06
{ 28.47 | 1.73 ! 5.63 | 2.29 [ 2.02
f i % |

1. Effective tax rates from Annual Report of the Division of Taxation,

2. Coefficients of Deviation supplied by Local Property Branch, bivision of
" Taxation, New Jersey Department of the Treasury,

1985,
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The Impact of Fiscal Shock

The 15 places shown in Table 17 include four of the state's major urban
centers; seven other urban centers; one urban-suburban place; a rural town-
ship and a tiny suburban borough where very high coefficients of deviation
are combined with fairly moderate effective tax rates; and Winfield, an
unusual community where properties are not normally sold and the tax rate is
artificially high. Extreme fiscal ghock potential is essentially an urban
phencmenon, although it could develop in lesser degree in any community of
the state.

A Commission study of 18 non-urban’ municipalities which implemented
revaluation programs in 1983 and 1984 showed that two~thirds of all resi-
dential taxpayers experienced an increase in taxes after revaluation, with
a total tax bill increase on residential properties of 10.5%. However,
the results of the study are complicated by the fact that the total tax
Eﬁxx_increased by 9.7% in the same period. When an allowance is made for
this, the actual shift oﬁ tax burden to residential properties in these
18 places appears minimal. This is not to éay that there was no fiscal
shock for individual taxpayers. In fact, the study found that redistribu-
tion of the property tax burden was greater within property classifica-
tions than any shift which took place between classes of property.

This was not the case when a similar analysis was made of the
potential shift of burden which would have taken place if a 1979 revalua-
tion had been implemented in Newark. There, the condition was so extrenmne
that substantial changes in tax burden would have taken place both within

property classes and between property classes. The average residential

Tqwo urban-suburban, six suburban, four suburban-rural, two rural centers,
three rurai, and one seashore resoxt; New Jersey Revaluations, op. cit.,
Table 2, p. 20
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property tax bill would have increased by $507, or 37%, without any
increase igAthe tax levy. The residential share of the property tax yﬁ
purden would have increased from 32.8% of the total to 44.9%, with the
impact being particularly heavy in the city's more stable residential
neighborhoods. All other classes of property -- vacant land, commercial,
and industrial -- would have received a reduction in property tax burden.

Thus, ﬁhe apparent fiscal shock impact following revaluaticon in many
municipalities is caused to a large extent by budget increases. However,
in the heavily urban places, where high coefficients of deviation are
combiﬁed with high effective tax rates, fiscal shock really is traceable
to the effect of the revaluation itgelf. If the Newark analysis is
representative, and the Commission believes this to be the case, the
urban communities with high fiscal shock potential require assistance of
some SOrt in order to contorm with the state's property tax laws without
imposing devastating burdens on residential taxpayers. :

Not specifically analyzed in these Commission studies is a turther:

impact of fiscal shock, This is the effect on property values ot a sharp

-

increase or decrease in the taxes levied on particular properties. when a v

revaluation program results in increased taxes on a property, the

attractiveness of that property for potential purchasers is reduced, and-
+he value placed on the property by the revaluation program may turn out
to be inflated in the future market. Conversely, a significantly lowered U
tax bill can increase the value of a property. Values placed On proper-

e

ties by a revaluation program, therefore, are not final, fixed true value i

figures, but are nerely one step in a dynamic process of change in value
which must be constantly monitored, with appropriate &djustments being

made in assessments.
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The State's Responsibility

The State of New Jersey must accept some responsibility for the
gituation which has developed. The local property tax is administered
under the Constitution of the State and the laws which have been enacted.
County tax board members, who have supervigory authority over local
assessors; are appointed by the Governor with the advice and consent of
the State Senate. Local tax assessment personnel function under the
general supervision -~ not always clearly delineated ~-- of State of fi-
cials. The revaluation of property values, on which equitable assessments
might be based, has on occasion been placed under a moratorium by State
legislation, thus contributing to the delays which have increased the
potential of fiscal shock, ! Budget caps -- limitations placed on munici-
pal expenditures by the iegislature -- have contributed to the development
of fiscal shock by forcing personnel cutbacks, reducing the staff required
to maintain local tax assessments on a fair and equal basis. The heavy
reliance on property taxes in a state where the limited geographical
extent of urban taxing jurisdictions leads to stagnant urban tax bases,
makes high effective tax rates an almost inevitable conseguence. Finally,
the State, in establishing this Commission, has acknowledged the impor-
tance of devising some means to mitigate the impact of fiscal shock on
gsound urban neighborhoods.

The Commission concludes, therefore, that significant State action isg
appropriate and necessary:

(1) to aiieviate the immediate conditions which provide the potential

for fiscal shock, and
{2) to prevent the development of similar conditions in the future.

Tgee Laws of 1983, Chapter 30 and Laws of 1985, Chapter 152,
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Rejected Approaches

The Commission has explored various steps to eliminate or reduce the :
impact of fiscal shock.

Changes in the Standard of Value

The property tax traditionally and at present in New Jersey is an ad
valorem tax; that is, a tax based on value., Statutes fix the value
according to the willing buyer-willing seller concept of market value.'
The Commission has reviewed other standards as the sole criterion, such as
reproduction cost less depreciation, but has rejected any single standard
as the sole criterion. The adoption of any other standard would result in
interminable litigaticn before definitive guidelines for propertiy owners
and tax officials could be established.

The Commission recommends that the present property valuation stan-

dard of value shouid be retained, as well as the State constitutional
provision which reguires that all property should be assessed uniformly.

Classification of Real Property

A second approach to the problem of fiscal shock might be the adop=-
tion of property classification. Some types of real property might be
assessed at one percentage of market value and other types at a different
percentage. Or, alternatively, different tax rates might be applied to
di fferent classes of real property, In effect, either of these devices
could recognize and validate the existing pattern of assessments in those
communities where some classes of property are substantially under-
assessed,

This Commission has examined the reasoning of the New Jersey Tax

Policy Committee in rejecting classification in 1972 and agrees with the

TR,S. 54:4-1
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analysis made at that time. currently, the Commission finds no substan-
tial basis for departing from the Tax Policy Committee's conclusions.
Classification of real prcperty would create an unfavorable economic
environment by advertising higher tax burdens for industrial and commer-
cial taxpayers, and would subvert the major steps taken by New Jersey to
attract and hoid commercial and industrial enterprises. It would increase
taxes on the capital investments of business, rather than on their income
and profits. Administratively, real property classification for property
tax purposes would lead to endless debates about the proper property
classifications to apply, especially for multiple-use properties. And it
would encourage the manipulation of classifications and rates as an annual
political contest. Moreover, in the specific context of this Commission's
charge, classification of property would not address the potential for
fiscal shock caused by non-uniform assessments within property classifi-
cations.

the Commission rejects property classification as an approach to the
mitigation of fiscal shock.

Site Value Taxation

Site value taxation is a form of property classification in which
land is taxed at a higher percentage of market value than improvements.
In use in some other countries and in some cities in this country, the
jdea of site value taxation has been advanced as a means for promoting
more coherent patterns of land development. It also has the advantage of
not penalizing improvements in buildings. The New Jersey Tax Policy Com-
mittee gave a partial endorsement to the plan by suggesting its optional
use to promote deve lopment in central cities., The Committee's proposal,
however, ran into constitutional guestions and was never en;cted. Site

value taxation, if applied at all extensively, might well have substantial
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impacts on the economy and taxpayers of the state which this Commission is
unable to gredict. For example, there is some evidence that it might re-
sult in a significant shift of the tax burden away from business proper-
ties and toward residential taxpayers, in the overdevelopment of vacant
land, and in a shift of tax burden toward farmland. The analysis of such
changes should be considered within the context of the entire tax struc-
ture of the state, rather than a study dealing primarily with property tax
assessments.

The Commission rejects site value taxation as a solution to the
immediate problems of fiscal shock.

Phase-in of Revaluations

Under present conditions, the major impact of a revaluation is felt
in the first year that the program is implemented. The impact is exacer-

bated by the fact that county, municipal, and school tax increases are

telt by the property owner at the same time as the revaluation. A number

of states have instituted phase-in programs of one sort or another.
Maryland has a six-year phase~in for homeowners only. New Mexico has a
limit on the percentage by which a homeowner's tax bill may increase. In
New York, assessments cannot change by more that 6% per year. wWest
Virginia has a 10-year phase-in for new assessed values., Other states
have resorted to some form of property classification to ease the impact
of a revaluation program.

A phase-in program in New Jersey would assist local communities in
alleviating the initial fiscal shock which accompanies many revaluation
programs. The program should be of fairly limited duration, since the
property owners who have been over-assessed in the past are deserving of

property tax relief without undue delay.
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This approach is consistent with the precedent established by the New

Jergsey Supreme Court in Switz v. Middletown (1957).1 In that case, the

court held that an order reguiring assessment of township land at full ang
fair value would be modified so that it woulé not apply to the ensuing two
tax years, in order to afford the Legislature an opportunity to provide the
administrative procedures reguired and to afford the township time to
fulfill the project,.

The Commission recommends that every municipality in the state be

given the option of implementing revaluation Programs on a four-year
schedule, rather than reguiring immediate and full implementation,<

One method of phasing in a revaluation is based on the idea of spread- i
ing the tax impact of the revaluation credits., This approach is illus- I
trated in Tables 18 and 192, which use for demonstration purposes a hypo-
thetical municigality having only three taxable properties. Property A has
been assessed in the past at $20,000, Property B at 528,000, and Property
C at 540,000, Upon revaluation, the full market value of these properties
has been found to be $40,000 foﬁ 4, $30,000 for B, and only $20,000 for C.
Obviously, if the revaluation is implemented fully at one, there will be &
substantial shift in the tax burden from Property C to Property & and a

more modest shift to Property B, This alternative is shown in Table i8,

assuming a total tax levy of $6,000 for both years. Property A's tax bill
would go from $1,364 in the year before revaluation (Bagse Year) to $2,667
in the Revaluation Year, while there would be a small increase for Property
B, and a substantial reduction for Property C. Fiscal shock certainly
would be probable for the owner of Property A, where taxes would increase

by almost 100%.

‘swite v. Middletown, 23 N.J. 580,

2Commissioner Andora dissents from this recommendation; see Appendix F.
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(2)

(3)

(4)

(5)

period.
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Table 19 illustrates the suggested phase-in

The steps in the process each year are:

(1) For each property, list:

(a)

program over a four-year

A constant total tax levy of 86,000 is assumed, and no further
changes in assessed values are anticipated in the hypothetical example.
The phase-in program operates through the calculation of a revaluation

f credit, to be applied to the tax bill of every property.

the Base Year Tax Bill (that is, the taxes levied on the property

in the last year before the revaluation program is impliemented),

and

(b} the current year Assessed Value.

For each property, calculate the Revaluation

Relief Factor, as follows:

e

Base Year
Total Tax Levy
Base Year Current Year in the Base Year
Tax Bill 4 g ssessed Valuel! Taxing District}_ Tax Bill
on the of the Current Year on. the
Property Property Total Assessed Property
Revaluation Value in the
Relief - e Taxing Distric —_
Factor Current Year
Assessed Value
of the
Property
where X = 0.25 in the year in which the revaluation is implemented .

0.50 in the revaluation year +1
0.75 in the revaluation year +2

Establish the Revaluation Tax Rate for the taxing district at the level
of the largest Revaluation Relief Factor for any property in the disg-- ..

trict.

Establish the General Tax Rate for the distri

since the base year by the current year total

ct at the Revaluation Tax

Rate plus the amount found by dividing any change in the total tax levy-

of all assessed values.

For each property, calculate the Preliminary Tax Bill by multiplying

the current year Assessed Value by the General Tax Rate.
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'{6) For each property, calculate the Revaluation Credit by multiplying the

current year Assessed Value by the difference between the Revaluation
Relief Factor and the Revaluation Tax Rate.

{7) For each property, calculate the Final Tax Bill by subtracting the
Revaluation Credit from the Preliminary Tax Bill.

The results, as shown in Table 19, are a substantially reduced first
year impact on Property A and a reduced immediate benefit for Property C.
Instead of a 100% increase in.taxes, Property A would have only a 25%
increase, but similar increases would occour in the second, third, and
fourth years. At the same time, the benefits for Property C would be
received in more gradual steps.

Table 20 shows the annual change in the tax bills of the three proper-
ties both with and without a phase in. The phase-in clearly provides for
the most gradual impact.

State~Assisted Phase-~in

The Commission anticipates that the proposed optional phase~in will be
sufficient to allow each municipality to bring its assessments into full
compliance with the Constitution and the laws of the state within a
reasonable time. However, the approach demonstrated above may not provide
sufficient tax relief during the phase-in period for high tax communities.
In order to meet this need, the Commission believes that a program of State
financial assistance is necessary in those municipalities.which have a
particularly high fiscal shock potential because of the combination of high
coefficients of deviation and high effective tax rates.

The Commission proposes that there be a limited program of State
financial assistance for the purpose of easing the phase-in of a revalua-

tion program in those municipalities which demonstrate the potential for
severe fiscal shock.'

Tcommi ssioner Ogden dissents from this recommendation; see Appendix F.
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The receipt of State éid py any municipality for a revaluation phase-
in should place a special responsibility on that municipality to maintain
the revaluation effectively, so that inequalities among assessments do not
recur. Recommendations of this Commission for improved assessment admin-
istration are detailed in Chapter IV and should apply with particular rigor
to municipalities participating in a stated-assisted phase~in program.1

Limitations on Phase-ins

Phase-in programs should be regarded as short-term temporary adjuste
ments where tax assessments have been permitted to become ineguitable.

The long-term solution must be scught in changes which will enable the
state's tax assessors to maintain the effectiveness of a revaluation
program.

The Commission recommends that any legislation enacted to authorize
optional phase~ins of a revaluation program should have an effective life
of no more than five years, and no municipality should be permi tted to
implement a phase-in more than once. Application for a State~aided phase-

in should be accepted only within a period of two years following enactment
of enabling legislation.

Property Tax Reduction

Authorization of an optional phase-in of a revaluation program will
help to ease the initial shock of the program. But this device is at best
a short term solution. It does nothing to assist taxpayers burdened under
one of the highest property taxes in the country. while a phase-in may
reduce the annual percentage increases in the tax bill in the first year,
it will be of little assistance if the taxpayer cannot afford the taxes
which ultimately will be imposed. This is particularly important because
of the regressive nature of the tax and because of the concentration of
low to moderate income homeowners in those places wherg-effective property

tax rates are very high.

lsee pages 116—117;
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The Commission concludes that no phase~in will provide gufficiently -
for the property tax reiief necessary to mitigate fiscal shock.

.Admittedly, New Jersey is 2 Hiéh property tax state. whether to
alter this characterization is a matter for the people through the Legis-
lature‘to decide. A simplistic solution lies in the overall reduction of
the property tax and an increase in the State's broad-based taxes and cor=
porate franchise taxes. To do this all at one time might have severe
repercussions and would be strenuously opposed by the business community -
and by individual non~property taxpayers. Even property owners might
object where the changes would result in a significantly greater overalll
tax iiability.

It see&s advisable, therefore, for the state to adopt a long range
plan whereby property taxes would be reduced over a period of years and
other revenue sources, plus the greater revenue vields produced as a
result of inflation, would be used to replace lost property tax revenues.
at the same time, local governments should be subjected to review of
spending policies %o the extent of determining the needs of various
functions.

Property tax reduction can be achieved through three approaches:

(1) Costs, and perhaps the responsibility for providing services, can be
transferred from local governments, which depend heavily upon the
property tax, to other levels of government having broader resources;

(2) Additional State aid programs can be developed for local governments
on an equalized basis; that is, with the aid being distributed in
inverse relationship to the property tax resources of each local gov-v
ernment; |

(3) Additional local revenue SOurces can be authorized by the State

Legislature.
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Transfer of Costs

One recurrent proposal is for the transfer of judicial costs from
county governments to the State government. pProposed at least as far
back as 1972 by the New Jersey Tax Policy Committee,! the idea has
received a thorough analysis and substantial endorsement more recently
from the New Jersey County and Municipal Government Study Commission;2
Other county functions which have been suggested for transfer to the State
include various aspects of welfare programs and the costs of the county
boards of taxation. mransfer of the cost of county functions to the State
makes considerable sense because many of what are generally considered
county activities are really State government functions which are run on a
decentralized basis with the costs mandated on the county budget. More-
over, the counties are the units of local government most dependent on the
property tax (see Table B and Chart 5).

State Ald !

State current expense aid for iocal school districts, the largest
single component of State aid for schools, is distributed on an equaliized
basis, and this has resulted in considerable stablilization of the
schools' dependence on property raxes (See Table 8 and Chart 5), There is
no similar general support program for county governments, and municipal
aid is limited and subject to freguent manipulation in the annual

State budget process. AS & result, local government fiscal crises and

State emergency actions have become COmMmMON OCCUrrences. Consideration

lgtate Aids and Service lLevels, Part IIT of the Report of the New Jersey
Tax Policy Committee, Trenton, New Jersey, February 23, 1972, pP- 8-~9,

2county Mandates: The State Judicial System and Human Serviges, New
Jersey and Municipal Government study Commission, October, 1984.
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should be given to broadening the State aid approach through a general

support program for both county and municipal governments, as well as
through aid programs to promote specific proéram objectives. To be
effective, however, this must be accompanied by a firm commitment to
appropriate sufficient funde to meet the fiscal obligations which are
incurred by the State.

Additional Local Revenues

In contrast to the practice in many other states, there has always
been some reluctance in New Jersey to authorize optional local tax

sources, such as payroll or sales taxes, because the densely populated

nature of the state and the limited geographic boundaries of most communi-
ties might make the use of such taxes by individual communities self-
defeating. If the resource to be taxed is mobile, communities may be
placed in a destructive tax competition to retain or attract taxpayers.

One possible new revenue source is the collection of fees from developers

of new property. Ancother is the imposition of user fees for services
rendered to ekempt properties. It may be possible to broaden the base of
local revenues through service charges on relatively fixed property which
is now exempt from property taxation.

User Fees on Exempt Property

Many municipalities are troubled by the location of substantial
numbers of exempt properties within their boundaries. The cost of
services to such properties is borne by all taxable property. In 1977,
legislation was enacted to provide State aid in those municipalities where -

State~owned property is located. This is only a beginning. It is

believed that greater efforts at reimbursement should be made. One way of

doing this is through a user fee.
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Almost $28 billion of tax exempt property is found in the municipali~-
ties of New Jersey, an amount which is about 18.4% of the total assessed
value of taxable property in the state. A breakdown of this figure by
type of ownership is shown in Table 21. Many of the high-fiscal~-shock
communities have huge amounts of tax exempt property (See Table 22),

virtually all exempt properties receive some public serviées from
local government agencies. If the owners of exempt property were required
to pay some fee for the services received, municipalities would have an
additional source of revenue which would enable them to reduce the
property tax. The way in which this might be done is through a user fee
which would be imposed with respect to all properties -- taxable and
exempt -~ for municipal use. FProperty taxes then would be counted as a
credit against the user fees charged. A report prepared for the Commis-
sion shows that the amount of new revenue which this plan could generate
is considerable. Table 23 provides a breakdown of the revenue which might
be realized, based on 1984 data, rrom a "public safety" user fee on
different kinds of exempt property, based on the requirements of only the
police and fire portion of the municipal budget., If this approach were
taken, the municipalities would gain an additional $51.5 million, using
1984 data.! Use of the public safety user fee probably can be sustained
more easily than a user fee based on the full array of municipal serviées,
gince all properties benefit from police and fire protection, while they

may not use some other punicipal services.

Texempt Property 'User Fees': A Compilation of Basic bata, A Working
Paper Prepared for the New Jersey Property Tax Assessment Study Commig~-
sion, July 7, 1986, Exempt property owned by the Federal government and
by the municipalities has been excluded from these totals. No deduction
has been made for in-lieu of tax payments how being made by the State
government. '
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. Table 21. Type and Amount of Tax Exempt Property in New Jersey, 1984

1984
Exempt Property Amount E
By Ownership (In Millions)
Federal Government § 2,194.2
State Government 3,175.4
County Government 2,493.0
Municipal Government 9,655.0
State Authorities, Agencies, 2,279.5
Commissions
Charitable and Non-Profit 2,212.1
Religious Organizations 3,322.6
Fraternal Organizations 100.9
Veterans Organizations 58.9
Other 2,502.5
Total $27,994.2
Source: Exempt Property 'User Fees': A Compilation of Basic Data, A Working Paper

Prepared for the New Jersey Property Tax Assessment Study Commission,
July 7, 1986, Table A.
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Table 22, Exempt Property as a Percentage of Taxable Property in High~Fiscal-
Sshock Municipalities, 1984

Exempt Property
as a Percentage

Assessed Value of Reported Value of of Taxable
Taxable Propertity Exempt Property Property
1
Camden 261,219,114 166,141,778 63.6%
East Orange 369,313,800 192,643,100 52.2
Newark ‘ 1,023,476,000 1,758,109,600 171.8
Trenton 321,743,286 390,439,619 121 .4
Jersey City 768,200,170 426,325,729 55.5 4]
Orange 120,623,900 63,983,300 53.0 |
wWest New York 176,246,729 76,171,206 43.2
Passalc 271,756,048 121,881,500 44.8

Source: County Abstracts of Ratables
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Table 23. Potential Yield of User Fees Applied to Tax Exempt Property, 1984

Public Safety

Type of Exempt Property User Fee
(In Millions)

State Government $ 8.7
County Government 5.7
State Authorities, Agencies, Commigsions 5.8
Charitable and Non=FProfit 7.0
Religious Organizations 11+6
Fraternal Organizations o4
Veterans Organizations .2
Other 12.2
Total $ 51.5

Source: Exempt Property 'User Fees':t A Compilation of Basic Data, A
Working Paper Prepared for The New Jersey Property Tax Assessment.
study Commission, July 7, 1986, Table C. Table C was revised
July 14, 1986 to reflect a complete "fair share" approach.

Notes: 1, Current State In-Lieu of Tax payments for services to state
properties, totalling $13.5 million, have not been deducted
from the above totals.
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A user fee on exempt properties, however, cannot stand alone as a
solution to the property tax problems of local communities. Such an
approach should only be considered within the context of an overall pro-
perty tax reduction program based on some combination of cost transfer,
State aid, and additional local revenue sources.

The Commission recommends that, as part of an overall property tax
reduction program, legislation be enacted requiring municipalities to
impose on all property, taxable and non-~taxable, & user fee gufficient to

cover taxes levied for public safety purposes, with municipal property
taxes paid to be considered a credit against such fee,!

If this recommendation is implemented, the legislation should include
provisions to save harmless any municipality from the loss of any State or
other funds now being received in lieu of tax payments.

A Property Tax Reduction Goal

While the Commission has made a specific recommendation only in the
area of new local revenue sources, all three approaches to property tax
reduction =-- transfer of local costs, additional State aid, and new local
revenue sources -- should be explored.

The Commission recommends that a goal of property tax reduction
should be that no property tax exceeding 3% of property value would have
to be levied in any community in order to provide adeguate public
services. It should be noted that the Commission is not calling for a tax
rate limit, but urges a combination of transfer of functions, State aid,
and new local revenue sources which will permit property tax reduction
without placing municipalities in a financial straitjacket where public
services must be curtailed,<

This proposal would require efforts aimed at a minority of New
Jersey's communities where the property tax is most burdensome. Table 24
indicates that all but B0 municipalities are already under the 53,00 goal

so far as 1985 effective tax rates are concerned.

Tcommissioners Andora, Aschenbach, and Ogden dissent from this recommenda-
tion; see Appendix F.

20ommissioner Ogden dissents from this recommendation; see Appendix F.
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1985 Effective Number of
Tax Rate Municipalities

Above 4.00 | 18
3.51 - 4.00 8
3.01 = 3.50 54
2.51 - 3.00 154
2.01 = 2.50 208
1.51 =~ 2.00 82
i.01 = 1.50 28

«51 - 1.00 15

JO1 - W50 0
Zero 0
Total 567

Source: Annual Report of the Division of Taxation, New Jersey Department of the
Treasury, 1985, PP. 216-221

Table 24. Distribution of Municipalities According to Effective Tax Rates, 1985
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Relief for Individual Taxpayers

A phase-in program will ease the immediate shock of a revaluation
program, and general property tax reduction will lower the tax burden
écross entire local government jurisdictions. However, because of the
regressivity of the property tax, there will always be some low- or
moderate~income taxpayers for whom the property tax may be an excessive
burden. |

Many states have taken steps to provide for some tax relief for
individual taxpayers. This has been done in some cases through homestead
exemptions or credits and scmetimes through the device of a circuit
breaker. Table 25 shows the types of tax relief programs in effect as of
1983,

New Jersey now has two programs in place which attempt to addresé the
problem of the heavily-burdened individual property taxpayer. One is the
Homestead Rebate Program, authorized in 1976.1 The other is the Homestead
Tax Relief act, enacted in 1985,4 In addition, the idea of a circuit
breaker has been proposed. The circuit breaker is a device which places
some limit on the burden which the property tax places on the income of
the taxpayer. Circuit breakers come in many shapes and sizes. Table 26
gives some of the details of the circuit breakers in use among the states
in 1983. While most states which use this device apply it mainly to
elderly taxpayers, a significant numbher now haka all property taxpayers

eligible for the circuit breaker.

1L,.1976, c.72

21,1985, c.304
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Table 25, Individual Property Tax relief Mechanisms Employed by the States, 1983

Homestead Exemption
or Credit

Al1 Ages Seniors Only Circuitbreaker Renter Credit Deferrald

New England
Tonnecticut

Maine

Massachusetts X
New Hampshire

Rhode Island S
Vermont A

[V 7ol

> <

Mideast

Delaware X

District of
Columbia

Maryland

New Jersey X S/A

New York X A

Pennsylvania S

bl

Great Lakes
1inois
Indiana
Michigan
Ohio
Wisconsin

o4 D
oo
e v
>

Plains

Towa X
Kansas

Minnesota X
Missouri

Nebraska

North Dakota

South Dakota

vy e w;m

Southeast
ATabama X X

Arkansas S
Florida
Georgia
Kentucky
Louisiana
Mississippi
North Carolina
South Carolina
Tennessee
Virginia

West Virginia
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{continued)
Table 25. Individual broperty Tax Relief Mechanisms Employed by the States, 1983

Homestead Exemption
or Credit

A1l Ages Seniors Only Circuitbreaker  Renter Cregit Ueferrai?

Southwest
Arizona
New Mexico
Oklahoma
Texas

»< >
wnwn

Rocky Mountain
Tolorado

Idano

Montana

Ytah

Wyoming X

»¢ < <
L e

Far West
aska

Catifornia

Hawaii

Nevada S

{regon X A S/A A

Washington X X

R S
L
= S S
>

aa1] deferral programs, except those in the District of Columbia and Florida, are
1imited to senior citizens.

buyisconsin: The Wisconsin renter credit is designed to complement its homestead
cradit program. The homestead credit reimburses homeowners LU percent of property
taxes accrued, and the renter credit reimburses tenants lU percent of the property
tax equivalent paid in rent.

CAlaska: Senior citizens may defer special assessments. They are exempt from all
property taxes.

Source: National Conference of State Legislatures
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Tablie 26. Use of Circuit Breakers bv State Goveraments, 1983
Property. Tax Income  Average Cost

State Rent Equivalent Ceiling Benefit Per Capitad
A1l ages,

ROMEOWNers,

ang renters

District of

Columbiab (15%) $20,000  $318 $13.57

Kansas (15%) 12,800 144 3.41
Michigan (17%) None 370 58.16
Minnesotat (23%) 39,999 620 45,17
New York (25%) 16,000 74 1.33
Uregon (17%) 17,500 205 32.35
Vermont {20%) 24,999 248 10.66
Wisconsin {25%) 15,500 318 17.44
All ages,

nomeowners,

only eiderly

renters:

Maryland (15%) None 451 8.77
Only elderly,

homeowners,
-and renters

Arizona® (5%) 5,500 327 5.76
Californiab,e 12,000 92 .36
Colorado (20%) 11,200 262 4,98
Connecticut (20%) 12,000 256 4.44
I11inoishs (30%) 12,000 246 6.75
Towab (25%) 11,999 181 3.27
Maine (25%) 7,400 270 5.32
Missouri (20%} 10,000 138 l.21
Montana (15%) None - 119 2,30
Nevada (17%) 14,000 168 2.03
New Mexico ( 6%) 16,000 74 1.48
North Dakotal  {20%) 10,000, 126 2.75
PennsylvanialsC (20%) 11,999 215 8.16
Rhode Island {20%) 12,500 159 .33
Utand 9,999 106 .68
West Virginia (12%) 5,000 16 N/A

Percentage of

Housenolds Receiving

Benefits

N/A
41
66

/A
60
23

-

15
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{(continued)
Table 26. Use of Circuit Breakers by State Governments, 1983

Percentage of

Property Tax  Income Average Cost Households Receilving

State Rent Equivalent Ceiling Benefit  Per Capitad Benefits
Eiderly
homeQwners
only:
Arkansas $12,000 $ 81 5 1.13 5
IdahoP 11,900 177 3.264 53
Nebraska 10,400 463 16.08 N/A
Uhio 15,000 183 5.U1 47
Ok lahoma® 7,200 90 .06 2
South '

Dakotab,d 7,375 113 1.08 27

N/A  Not Available

Note: When there are separate maximum income levels for single persons and marriec
couples,the amount stated in this table is for married couples.

8per capita cost was determined by dividing total benefits distributed by the
total state population.

bpisabled persons receive the same benefits as senior citizens.

CMinnesota: The amount of the circuitbreaker benefit is reduced by the amount of
the homestead credit benefit., Data are for 198l. '

dsouth Dakota: Cost figures also include ctate's sales tax refund to the elaerly.
eCalifornia: Property tax equivalent is $250, regardless of amount of rent paid.

f1982 data.

gytah: For elderly renters, from 5 to 95 percent of rent paid is reimbursed, with
a decreasing portion of rent paid reimbursed as income increases.

Source: NCSL survey and ACIR, Significant Features of Fiscal Federalism, 1982-83 Edi-
tion. The" percentage of househoTds receiving benefits column" is from Steven D. Golg,
'he Changing Shape of Property Tax Relief Since the Late 1960s, National Conference of
State Legislatures, September 1983. These data are approximations based on the number
of households in the Spring of 1976 and program statistics for fiscal year 1977, Esti-

' mates for elderly programs do not consider that some programs include participation by
nonelderly persons such as the biind or disabled.
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Homestead Rebate Program

Originallf“enacted as part of the tax reform program of 1975-76, the™
Homestead Rebate has become an accepted part of the New Jersey tax
structure. The rebate is calculated in two parts. The first is found by
multiplying $10,000 or two-thirds of the equalized valuation of the
property, whichever is less, by $1.50 per hundred dollars of value. To
this is added a figure found by multiplying $10,000 by 12 1/2% of the
effective tax rate of the taxing district. For an $80,000 homestead in a
taxing district with a tax rate of $2.00, the calculation would be:

{$1.50/100 x $10,000} + (510,000 x .125 x 2.00/100) = 8175
Senior citizen homeowners, disabied persons, and surviving spouses receive
an additional 850 rebate.

Coupled with the Homestead Rebate is a credit of 565 for renters
against the State gross income tax. Senior citizens, disabled persons and
surviving spouses are eligible for an additional §35 credit.

As shown in Table 27, the benefit of the Homestead Rebate is rela-
tively constant across income groups. Since the formula for calculating
the rebate has no income component, the only factor which reduces the
rebate's value gradually as income rises is the fact that higher income
persons tend to live in places with lower effective property tax rates.

The annual cost of the Homestead Resate has remained fairly stable,
rising only from $274 million in 1977 to $300 million in 1985, As a
result, the constant-dollar value of the rebate has declined and its
impact on tax relief has dwindled.

Homestead Tax Relief Act

New Jersey now has legislation resembling a circuit breaker in the

Homestead Tax Relief Act. This law provides that, in figuring the State
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pable 27. Comparison of Benefits to Homeowners Under Various property Tax Relief
Programs, 1984

| Property Tax Benefits

o for Average Taxpayer

[ l [ | [N.J. Commission|

| Gross javerage | | | on Government |

| Income | Gross | Average | Bome s tead | Homestead | Costs and |

| Range | Income|Property Tax| Rebate |Tax Relief Act| Tax Policy |s.2081
i t | l t l N

| l | l I |
|Under $5,000 is 2,830] § 1,47 s 217 | $ 57 |- § 1,220 | $447
% l l | I I |
|$5,000 ~ 9,999 | 7,466] 1,539 | 213 | 65 | 939 | 462
| l | | ! | I
{10,000 - 14,999 | 12,535] 1,609 | 205 | 65 i 559 | 483
1 i l ! | l |
[15,000 - 19,999 | 17,53%] 1,633 | 199 | 65 | 33 | 490
l ' E l I | | I
{20,000 - 24,999 | 22,550] 1,658 | 194 | 65 | - | 497
I | i I | t |
125,000 - 34,999 | 30,087| 1,695 | 190 | 65 | - | 509
| | | l | l |
{35,000 - 49,999 | 41,960] 1,863 | 187 | 65 | - | 373
! | E | | i
|50,000 and over | 93,477| 2,619 | 186 | 92 | - | 131
| I | i 1

1

Noteg: 1. Average gross income, average property tax, and average Homestead Rebate are
actual figures from QOwner Occupied Housing statisticSeee, O cite

2, All other data deve loped by applying penefit rates in text to taxpayer data in
above SOUrcCce.

T

it

e
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gross income tax, deductions may be made from a taxpayer's gross income

for the proberty taxes paid. The amount of the deduction is:

The deduction is the greater of
For taxable incomes of: actua) property taxes paid or:

Not over $20,000.........-......-....- $3,250

Over $20,000 but not
over SS0,000-.-.--.-....--snoo.o.ouoo- 321600

Over $50f000.oolnonanco-no.oo-ooooloo- $1,857

Renters are entitled to a deduction from income of 18% of their

annual rent as follows:

The deduction is the greater of
¥or taxable incomes of: 18% of rent or:

Nct over $20,GOO..oo--ooto--aoou--ocou $1,750

Over $20,000 but not
Over SBO'OOOOOOOICOU.ll'...lllh'.h.l0. $1f400

Over SSOJOGO--oonlcoc.Qnouhnoqocoo-olc $§,000

Again, as shown in Table 27, the net effect of the law 1s rather
modest, and is spread guite evenly among taxpayers at all income levels{
A true circuit breaker would be targeted more heavily at the lower-income
taxpayer. In order to do this, it probably would be necessary to
structure the tax relief as a credit against the tax liability, rather
than merely a deduction from gross income.

The cost of the Homestead Tax Relief Act was originally estimated
before enactment at from $140 to $160 million, to be felt as a reduction
in State revenue from the gross income tax. In 1985, its first year, the
actual cost came to about $132 million, apparently because of the failureﬁi

by many eligible persons to claim its benefits.

New Jersey Commission on Government Costs and Tax Policy

A purer form of circuit breaker was described in 1977 by & subcom-~
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nittee of the New Jersey Commission on Government Costs and Tax Policy.'
This suggested plan would have reimbursed all property taxes above &
designated percentage of gross income by a credit against the income taXe.
1f the credit were to exceed the income tax due, there would be & direct
payment to the taxpayer. The cut-off polints for property tax as a
percentage of income and the maximum property tax payable are shown below:

Circuit Breaker

Gross Income Activated At Maximum Property Tax
Unger §$5,000 5% of Income $ 250

$5,000 to $10,000 6% of Income 600
$10,000 to §15,000 7% of Income 1,050
$15,000 to $20,000 8% of Income 1,600
$20,000 to $25,000 gs of Income 2,250
$25,000 and Over 10% of Income 2,500 +

The cost of this plan in 1984 dollars is estimated at about $210 million
for homeowners, wi thout any provision for renters.2 if a proﬁision were
added to this plan for tenants, similar to the $65 credit provided against
the gross income tax in connection with the Homestead Rebate program, an
acditional cost of $50 million would be anticipated. The circuit preaker
as proposed, had no limitation on the maximum penefit that could be
received. 1f one were to be imposed, it could chanée the benefits and
costs substantially.

The subcommittee of the Commission which analyzed this plan did not

recommend its implementation in 1977, because only 40% of the state's

1summary Recommenda tions and Subconmnittee Reports, New Jersey Commission
on Government Costs and Tax Policy: Decemper, 1277, psh-26.

2phe 1975 cost wWas estimated in the subcommittee report at $253.7 million,
but a smaller numbey of low income homeowners by 1984 accounts for the

drop in cost estimate.
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homeowners would have received any benefit and because there was some fear
that a credit system against the income tax would endanger $18 million in
Federal revenue-sharing fund#. As can be seen in Table 27, the plan is
targeted very heavily to the lower incoeme homeowners of the state.

Senate Bill 2081

Another form of circuit breaker is contained in Senaté Bill 2081
(1986). Here, rather than an absolute cut-of f of all property taxes above
a given level,lthe State would grant credits of a percentage of the local
property taxes paid on a sliding scale of gross income:

Credit as a Percentage
Gross Income of Property Taxes

Under $30,000 seessessassssssscsnssnsonssissrce 30%

530,000 0 34,999 sessanssvrrsnsnannsrsoansns 25%

$35,000 to 39,999 seeevrarensncrnrresrcanrrne 20%

$40,000 to 44,999 terererearrescscnarcescres 15%

$45,000 t0 49,999 sesvesarsacsssrencnsrasenaes 10%

$50,000 8NA OVEY cossrsnvovavansscscsssercvss 5%
In this case, there is a limit of $1,000 on any credit allowed, and
tenants receive a flat $100 credit. The total cost of 8.2081 has heen
estimated at $589 million, more than the 1977 proposal because taxpayers
at all income levels would receive some benefits. About $120 million of
this total would be cbtained by repeal of the Homestead Tax Relief Act,
bringing the net amount of "new" money required down to $469 million. As
with many circuit breakers, taxpayers whose credit exceeds their tax
liability would receive & direct payment from the State. As shown in
Table 27, the benefits of $.2081 are spread more widely than undexr the

1977 plan, and therefore they have a higher cost. This proposal
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contemplates that it would replace the Homestead Tax Relief Program, but
not the Homestead Rebate.

Comparisons and Recommendations

Table 27 shows a comparison of the four existing or proposed plans
for relief of individual New Jersey property taxpayers. Data in the table
deal only with homeowners because comparable information for tenants are
not readily available. Neither of the plans now in effect are targeted
to any degree toward very low income homeowners. Their impact is spread
across all income levels where it may or may not be needed. In contrast,
both of the other plans do have a more targeted impact, which is a major
characteristic of the circuit breaker.

& circuit breaker might be designed so that 10% is the limit beyond
which property taxes should not go as a percentage of any taxpaver's gross
income. While the particular details of a circuit breaker which are most
approp?iate for New Jersey at this time have not been determined, the
Commission recommends that & State-funded circuit breaker be enacted to

ensure that no taxpayer need pay more than a reasonable percentage of
gross income in property taxes. '

It is obvious that circuit breakers are not cheap, One of the great
virtues of the property tax is that, as a very broad~based tax, it gener-
ates huge amounts of tax dollars. This virtue, however, means that any
substantial reduction in the property tax, either across-the~board or for
the benefit of individual taxpayers, will also require large amounts of
money. One possible way in which some of the money might be acquired is
through the repeal of the Homestead Tax Relief Act (L.1985, c.304).
Tables included in this report provide data on which_cost estimates may

be made for circuit breakers of various kinds.

YCommissioner Ogden dissents from this recommendation; see Appendix F.
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Ssummary of Recommendations

In summary, the Commission believes that fiscal shock is a real and

potentially destructive fact, particularly in New Jersey's urban con-

munities. Several steps should be taken guickly to mitigate'fiscal shock.
They include:

(a) Authority for municipalities, once in the next five years, to
phase in a revaluation program over a four-year period.

(b) Establishment of aVState—aided phase-in program to be limited to
one occasion in the first twc years after enactment for the most
heavily-impacted municipalities.

(c) bevelopment of a long-range program to reduce property taxes to
no more than 3% of property value.

(@) Authority for municipalities to collect user fees for pelice and

fire protection costs from tax~exempt properties.

(e) Enactment of a circuit breaker provision in the gross income tax
to limit property tax liability to no more than a reasonable

percentage of a taxpayer's gross income.
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ASSESSMENT ADMINISTRATION AND FINANCING

Recommendations made in the last chapter have dealt mainly with the
short-term problemé and possible solutions for fiscal shock. These steps,
however, will be ineffective if action is not taken to insure that assess-
ments are reviewed and adjusted periodically to maintain the equality
created by a revaluation program. Effective assessment administration is
a necessity in every community of the state if the burden of the property
tax is to be distribpt@d fairly among all owners of taxable property.

Many steps have been taken in the past 35 years to improve the gual-
ity of assessment administration in New Jersey. Training programs for tax
assessors were instituted in the early 1950's and have been greatly ex-
éanded. In the mid~1950's, a unit then known as the Local Property Tax
Bureau was established in the Division of Taxation of the New Jersey
Department of Treasury to assist local assessors. This is now the Local
Property Branch of that division. A certification requirement for tax
assessors, baéed on satisfactory completion of a State examination, was
established in the 1960's, and provisions were made for granting tenure in
office to gqualified tax assessors. The local election of tax assessors
was replaced by appointment in the 1970's, and boards of assessors were
abeolished in favor of single assessors in the 1980's,

All of these developments have contributed to the effectiveness of
the assessment system in the state. Nevertheless, much remains to be
done. A large number of taxing districts still have coefficients of
deviation exceeding the acéepted standard of 15%. Substantia} sums of

money are appropriated every year for revaluation programs, where outside

29
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consultants must be hired to restore some equity to assessment lists

.which have drifted away from that goal.

while there are no nationwide data against which performance can be
measured easily, it is significant that other states are now regquiring
assessments to meet standards which exceed the performance in many New
Jersey communities. In Massachusetts, municipal assessment rolls must
have a coefficient of deviation of less than 10% in order to be certified
by the State. The same standard is to be applied this year in Wisconsin.
In Maryland, no county assessment digtrict in 1984 had a coefficient
exceeding 21%, a level of equality exceeded by 62 of New Jersey's 567
1

taxing districts.

Causes of Assessment Deficiencies

Discussions with local tax assessors and data gathered in the Equity
21 project indicate at least ten major causes of deficiencies in New

Jersey assessment administration:

{1) the cost of modern technology,

{2) the cost of sufficient qualified personnel,
(3) the cost of revaluations,

{4) small assessment jurisdictions,

(5) political interference,

(6) lack of accountability,

(7) lack of expert assistance,

(8) inability of the tax assessoxr to file appeals,

{9) rapidly-changing property values,

{10) an unwillingness to disturb the status quo.

Tgquity 21, Vol. ILII, P. 37.
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The Cost of Modern Technology

New Jersey statutes provide for the annual assessment of real prop-
erty:
»all real property shall be assessed to the person owning the
same on October 1 in each year. The assessor shall ascertain
the names of the owners of all real property situate in his
taxing district, and after examination and inquiry, determine
the full and fair value of each parcel of real property
situate in the taxing district at such price as, in his
judgment, it would sell for at a fair and bona fide sale by
private contract on October 1 next preceding the date on which
the assessor shall complete his assessments, as hereinaf ter
required;...1
while the substance of this law has been in the New Jersey statutes for
almost 70 years, annual review and revision of tax assessments has been
very rare., In the past, it has been generally acknowledged that determin-
ation of the value of every property every Year, while theoretically
possible, would be prohibitively expengive. Instead, New Jersey settled
for a system which, at best, resulted in revised assessments on new or
changed property and occasional updates of all property assessments. This
would take place only when assessment eguity became SO bad that there was
a justification for spending the money to provide for a full revaluation
by outside consultants or for a reassessment by an augmented local tax
assessor's staff.
In recent years, advances in technology have made annual review and
updating of assessments more feasible. A few communities in New Jersey
have provided their tax assessors with the equipment and training neces-

sary to use this new technology: primarily known as "computer-assisted

mass appraisal” systems. A wide variety of computer software ig now

1R.5. 54:4-23

——r———
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pecoming available for this purpose. However, costs are high, especially®
for small taXing jurisdictions; tﬁe:knowledge required to make intelligent
decisions onh éophisticated and complex systems is not wide-spread; and the
training to make full use of such systems is lacking. Moreover, leaving‘l
the acquisition of computer systems entirely to'local initiative may lead-
to the selection of incompatible hardware and software in different com-
munities, thus sacrificing a major advantage of modern data processing --
the easy interchange of information among multiple users. Qther states
have done more than New Jersey in providing for a coordinated approach to
computer-assisted appraisal technology and for its use throughout the
state.

The Cost of Sufficient Qualified Personnel

Technology can never completely eliminate the informed judgment or &
trained and experienced appraiser. The qualifications and, probably, the
number of personnel participating in the tax assessment function must be
upgraded, not only to make use of modern technology, but also to provide
competent personnel to handle all of the specialized types of property how
found in a densely-populated state.

while virtually all of the persons presently functioning as tax
assessors in New Jersey hold Tax ASsSessor certificates, many earned thesei
credentials many years ago. There has been no program required tor up-
dating the knowledge of such persons over the years. Recertitication is ax
growing trend among many professions. In New Jersey local government,
periodic renewal of certification is well-established in the code enforcaﬁQ
ment field and probably is coming in other areas. Such a reguirement is |

well worth considering for tax assessors.
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The present costs for tax agsessment personnel are fairly low, but an

adequate staff, probably cperating on & full-time basis and eguipped with

modern technology, may cost significantly more. 1f New Jersey is to have

a system which makes effective annual assessments a reality, these costs

will have to be met. A part of this new cost will be balanced by reduced

expenses for revaluation programsS. In the long run, other savings will

occur because State appropriations will not be needed toO ameliorate fiscal

State financial input on &

shock situations described in Chapter III.

regular, but predictable, pasis is much preferable to the larger sums

needed sporadically to solve local fiscal crises. state financial input

to assist in covering regular administrative costs may also be & ugseful

device in encouraging local communities to meet acceptable standards for

the administration of the property tax.

The Cost of Revaluations

st

When a list of assessments deve lops gubstantial inegualities, the

ss of the assessments is to contract for &

only way to restore the fairne

najor revaluation or reagsessment program. such a program is costly and

has the potential to cause political problems for elected of ficials since

some tax bills inevitably will be increased. As & result, municipal gov-

erning bodies frequently smek to avoid or delay authorizing the revalua-

This only makes the situation worse, for economic trends

tion Program.

probably will magnify the inequalities among the assessments.

Small Assessment Jurisdictions

New Jersey has numercus tax assessment jurisdictions which have only

a handaful of raxable line items, but are faced, potentially. with the

possibility of having very specialized and complicated properties located

within their borders.

rable 2B shows the distribution of taxing districts

el
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Table 28. Distribution of New Jersey Taxing Districts According to Number
: of Taxable Line Items, 1985

Number of Number Cunulative

Line Items of Districts Number
Below 500 34 34
500 to 999 50 84
1,000 to 1,499 67 151
1,500 to 1,998 67 218
2,000 to 2,499 . 65 283
2,500 to 4,999 146 429
5,000 to 9,998 N 520
10,000 to 19,999 33 553
20,000 and over 14 567

Source: Egquity 21, Vol. III, Appendix A.
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by number of line items. Thirty~four places have less than 500 taxable
properties, while 84, almost 35%‘of the total, have less than 1,000. The
number of line items is not a perfect measure of the work load involved;
some properties may be far more difficult to appraise than others. Bui,
the line item count certainly has some significance.

Small taxing districts not only have difficulty paying tor adeguate
staff and new technology, they also can rarely provide for a full-time
office operation necessary sc that individual taxpayers may obtain infor-
mation on their assessments without making special arrangements to meet
tax personnel, sometimes at inconvenient hours.

Political Interference

Almost every meeting of tax assessors includes discussion about inci-
dents of political interference. The assessor should be able to set
assessed values on all taxable properties in a fair and objective manner,
Elimination of the election of tax assessors, the reguirement for State
certification, and the granting of tenure to qualified assessors have gone
a long way to removing the assessor from local politics. On the other
hand, the costs of the assessor's salary and office are still a munici-
pality responsibility, and special costs, such as for revaluations and
tax appeals, must be authorized by the municipal governing body. Many
municipal governing officials fear the political backlash from acﬁions of
the assessor which may be unpopular with some voters. Inevitably, there
will be some unhappiness when an elected local governing body is told to
pay for an office and take any political heat which it generates, but keep
hands off in terms of how the office operates.

Political pressures also may be felt at the codnhty level in the
selection of county tax board members and in budget negotiations £or the

county government's share of the costs of the county board of taxation.
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At the State level, politicallyuoriented actiong by the Legisliature.
in responding to crisis situations in some communities -- such as morato-
riums on revaluations ~~ have an impact well beyond the boundaries of the
municipality being aided.

Lack of Accountability

Local tax assessors now are appointed by the municipal governing body
or chief executive, and are funded by the municipality, but they are
supervised by the county boards of taxation and, from a distance, by the
director of the State bivision of Taxation. Once cértified and appointed,
the standards of performance demanded of an assessor are vague or lacking
entirely. While it is possible to remove a tax assessor from office, the
procedures are invelved and the grounds for removal poorly defined. In
fact, it rarely happens.

Similariy, while.county tax board members can be removed from office
by the Governor for willfﬁl failure to comply with the Constitution or
laws of the state, there are no standards for performance, and such a
rempval practically never happens.

Assessors, county tax boards, and all other personnel engaged in

assessment administration should be accountable to someone for effective | .

L

performance, and the standards of performance required must be clearly
stated in advance.

Lack of Expert Assistance

The egtablishment, 30 years ago, of the present Local Property Branch
in the Division of Taxation, was a major step forward in assisting local .

tax assessors. The LPB has provided aids, such as the Handbook for New

Jersey Assessors, the New Jersey Handbook for County Boards of Taxation,

and the New Jersey Real Property aAppraisal Manual, and regqularly provides
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advice and information on tax matters., However, the Commission believes

that the LPB cannot achieve its full potential within a Division of State
government which has as its primary task the collection of Btate taxes.
The LPB has a low priority in the activities of the Division of Taxation.
The elevation of the LPB to Division status, its adequate staffing, and
its assignment to coordinate and assist the full property tax system would

show a State commi tment to improving the property tax which is fully

justified by the importance of that tax to New JerseY.

Tax ASSESS0OX Appeals

Mistakes do occur in the filing of assessment 1ists. The right of &
tax assessor to file a tax appeal is severely limited, however. Informal
appeals for corrections may be made to the county board of taxation prior
to formal certification of the tax list. Thereafter, all taX appeals must
be authorized by the municipal governing body. Some governing bodies are

reluctant to do this, since substantial costs sometimes are possible for

special tax counsel or expert witnesses. As 8 result, errors in the

assessments may pe permitted to gtand. 1f the assessor were to be given

the right to file tax appeals, many of these errors might be eliminated.

Rapidly—changing property Values

New Jersey is now in the midst of jts third period of rapidly-

increasing property values in the last 15 years (See Table 29). DBetween

1970 and 1974 and again in 1978 through 1981, high rates of growth in the

statewide total of equalized valuations were due in considerable part

to accompanying high inflation rates. In contrast, the growth of property

values from 1984 through 1986 has occurred during low inflation, B0 that

the true growth in cons tant dollar rerms is greater than in earlier years.

In either case: whether growth is due to inflation or not, rapid

increases in property values make the tasks of the tax asSessor more

e
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Table 29. Periods of Rapid Growth in Total Equalized Valuation in New Jersey,
1970 to 1985

Annual Annual
Percentage Percentage
Change In Change In
Current Dollar Constant Dollar

Equalized Equalized

Year valuation Valuation

1970 + 11.2% + 4.0%

1971 + 11.0 -4+ 5,0

1972 + 12.2 + 8.8

1973 + 12.7 + 6.3

‘1974 + 1341 + 141

1975 + 9.3 + 1.1

1976 + 6.3 + 0.9

1977 + 5.9 - 0.3

1878 +  Te7 + 1.7

1979 2.3 f + 2.6

1980 + 14.2 + 1.7

1981 + 12,3 + 2.2

1982 + 9.0 + 3.5

1983 + 6.4 + 2.9

1984 + 10.0 + 5.1

1985 + 12.9 + 9.2

1986 + 19.3 +15.5

Notes: 1. Egualized valuations from Table of Equalized valuations issued e&cmwi
October 1 by the Director of the Division of Taxation.
2. Current dollar figures have been converted to constant dollars by

use of the Consumer Price Index as averaged for the Newark-N.E. New :
Jersey and Philadelphia areas.
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difficult. Properties are assessed once a year, as of October 1. How-
ever, sales take place throughout the year, and the comparison of sales
prices with assessed values loses some of its validity as a measure of
assessment quality under such circumstances. Moreover, rapid change in
property values may not be at all uniform, leading to variation among
properties in di fferent sections of a municipality. If review and
revision of assessments iz delayed only moderately, the potential for
fiscal shock can increase sharply.

an Unwillingness to Disturb the Status {uo

any major change in government evokes opposition. Pecple are com-
fortable with systems and practices with which they are familiar. Despite
the law, annual review and revision of assessments has been the exception
in New Jersey for so long that this omission has becone accepted practice.
Non-uniformity of assessments, corrected at substantial cost periodically
through revaluation Programs, has also become somewhat accepted. Substan-
tjal efforts to change these practices almost certainly will be resisted.
and yet, the Commission is convinced that it is possible to do a better
job than we are doing now. The balance of this report will be devoted to
suggestions for a revised organization and system for assessment adminis-
tration which the Commission hopes will provide for more efficient and
effective tax assessment administration.

A Revised Tax Assessment Systen

The overall goal of a revised tax assessment system is to provide
more adeguately for uniformity of assessments, in order that the property
tax burden may be distributed fairly. specific elements which must be
included are:

(1) the availability and use of modern technology,
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(2) sufficient qualified personnel at all levels,

{3} édequaté“financial provisions for needed revaluations,
(4) assessment jurisdictions of adeguate size,

{5) protection against political interference,

{6) enfofceable standards of performance for all personnel,
(7) expert assistance when necessary, and

(8) procedures for the easy correction of errors in assessments.

Equity 21 Models

Three models of assessment systems prepared as a part of the Equity
21 project have been examined by the Commission.

Improved Municipal aAppraisal Districts

The first of the Equity 21 model plans provides.for "Improved Munici-
pal Appraisal Districts"., Municipal tax assessors, now to be known as
“appraigers", would be appointed by the municipal governing bedy or chief
executive, subject to approval by the director of the State Division of
Taxation.

The Local Property Branch (LPB) of that Division would continue its
present duties and, in addition, would establish standards for the munic-
ipaiity's obligation to furnish the appraiser with sufficient resources o
—— saiary, orfice space, staff, equipment and other resources =-- for con=-
ducting that office. If such resources were hot provided, the State
would retain the right to furnish the resources and to withhold any State
aid to which the municipality is now entitled in order to cover the cost.’

The LPE would establish performance standards for the appraiser. If
standards were not met, the director of the Division of Taxation would be

empowered to remove the appraiser from office.
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The LPB would be responsible for developing & uniform computer-
assisted mass appraisal system for optional use by all municipalities and
for search and development of new technology and nev methods of appraisal.

Under this plan, there would be 21 county appraisal administrators,
who would be State employees reporting directly to the director of the
Division of Taxation. The county appraisal agministrator would administer
the collection of sales data, disseminate LPB reports, rules, and stan-
dards, and monitor municipal compliance with State standards for providing
the appraiser's office with adeguate resources.

preparation of the municipal tables of aggregates and the county ab-
stract of ratables would be & responsibility of the 1,0cal Property Branch.

County Appraisal Districts

The second Equity 21 plan is pased on "County Appraisal Districts".
The Governor, with the advice and consent of the Senate, would appoint a
county appraisal administrator for each county for a term of five years.
The administrator would have a full-time appraisal staff and could either
assign appraisers to municipalities or groups of municipalities within the
county or provide that they specialize in gifferent kinds of property.

Costs of the county appraisal administrators' offices would be a
county government obligation, and the poard of chosen freeholders would
determine what resources would be provided. The Local Property Branch of
the Division of Taxation would establish standards of performance for the
county appraisal administrators and would monitor their performance. A
county appraisal administrator could be removed by the Governor for cause.

The county appraisal administrator, in addition to regular appraisal
duties and supervision of staff, would be responsible for defending tax

appeals, preparing the county abstract of ratables, deve loping a data
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processing system within the county, and providing for research and
deve lopment of new technology, gither in the county or through the LPB,

Statewide Appraisal Commission

The third Equity 21 model plan calls for placing all tax assessment
responsibilities in a Statewide Appraisal Commission. The policy-making
body of the Commission would be a Board of Appraisals, consisting of seven
members appointed by the Governor, for five~year terms of office, with the
advice and consent of the Senate. The Commission would appoint a Chief
ExecutiQe of ficer, who would be responsible for the ongoing operations of
the Commission, including all personnel matters.

A central office staff of the Commission would replace the present
Local Property Branch, and there would be an estimated 40 to 50 regional
of fices with full-time appraisal staff assigned. Staff appraisers could
be assigned to work in specific municipalities or groups of municipali=-
tiés, or they could be assigned to specialize in particular types of
property.

The central office staff would be responsible for developing a
uniform statewide computer-assisted mass appraisal.system for use by all
of the regional offices, would defend all tax appeals, would administer
all tax exemptions, ;nd would conduct research and development of new
appraisal technology and methods.

The staff and budget for the central of fice and all regional offices
would be determined by the Statewide Appraisal Commission, subject to
approval by the Legislature and Governor, and all costs would be appor-
tioned among the municipalities in proportion to their equalized valﬁation.

Common Features

All three of the Equity 21 plans have certain common features. 1In
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by whatever title known,

each‘plan, the principal assessment officer,

would have to hold a CTA certificate prior to appointment, and would be

required to renew the certificate periodically in some manner.

The State agency supervising the assessment process, currently the
Local Property Branch of the Division of Taxation, would gain a number of
new duties. Its staff would appraise all property which crosses local
taxing district'boundaries; it would assist on complex appraisals and on

the defense of tax appeals; and it would equalize aggregate assessed

values for both the apportionment of county costs and for the distribution

of State school aid. The State agency would also be expected to monitor

property tax legislation.

The administration of property tax deductions and Homestead Rebates

would be handled under each of the Equity 21 plans by sonme State govern—
ment agency, rather than by the local assessment jurisdiction.
Under all of the Equity 21 plans, the members of the county boards of

taxation would become known as Appraisal Appeals Commissioners, with their

responsibilities being limited to hearing tax appeals. Commissioners
would be required to hold CTa certificates prior to appeintment by the

Governcr (with advice and consent of the Senate), and the certificate

would have to be renewed periodically.
The filing deadline for tax appeals would be moved up to the late

Spring of the tax year in order to focus attention on appraised values

et

rather than tax bills, and all property owners would be notified of their lﬁi

appraised values in January of the tax year.

e

A Recommended Plan

Each of the Equity 21 plans and some other models examined by the

some Gesirable elements, but ho single plan is regarded as

Commission have

conpletely satisfactory.
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In general terms, the Commission believes that the most feasible plan
would retain the municipal tax assessor as the principal appraisal offi-
cer, but would strengthen accountability by providing for supervision by a
county property tax administrator who is an employee of a new Division of
Local Property Tax Assessment (DLPTA) located in either the Department of
the Treasury or the Department of Community Affairs. Services rendered to
local tax assessors by'the new Division would be considerably broadened.
In addition, there would be a new program of State financial assistance
for local property tax assessment administration which would be available
to any municipality meeting specified standards for salaries, staffing,
office space, equipment and other resourcés required for effective assess-
ment administration. Administrative duties of the county boards of
taxation would be transferred to either the county property tax adminis=-
trator or to the central staff of the DLPTA, and the county boards would
be freed to concentrate on the appellate aspects of their present job. A
more detailed discussion of the recommended plan follows.

State Division of Local Property Tax Assessment

while the Local Property Branch (LPB) of the Division of Taxation has
done a commendable job in improving property tax administration over the
past 30 years, the Commission believes that, in order to strengthen its
role, the LPB must be elevated to the status of a Division of Local Prop-
erty Tax Assessment (DLPTA). The property tax is exclusively a local gov=-
ernment tax in New Jersey and is the principal source of local government
revenue. The placement of the LPB in a division where the main task is
the funding of State government.means that supervision and assistance for

local tax administration will always be considered secondary.
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There may be some merit in transferring the Division to the Depart-
ment of Community Affairs. Community Affairs is the one department of
State government which exists to provide assistance and supervision for
local government in New Jersey. It already jneludes the Division of Local
Government Services (DLGS), which is responsible for supervising most
county and municipal financial activities. In doing this, the DLGS deals
extensively with municipal tax collectors. It might be logiéal to concen-
trate all functions bearing on property tax administration in one gowvern-
ment department. Actually, those functions were once in the same depart-
ment, but the DLGS was transferred from the Department of the Treasury to
the Department of Community Affairs when the latter department was created
in 1967. The establishment of a Division of Local Property Tax Administra-
tion in the Department of Community Affairs would reunite the two State
agencies dgealing with local government finance.

on the other hand, there is logic to keeping the administration of
property tax assessments in the pepartment of the Treasury, where this
function may be coordinated with other forms of tax administration at the
State level. Moreover, placing the DLPTA in this department may be bene-
fiecial in securing more adeguate budgetary provisions.

Given these arguments on both sides, the Commission makes no specific
recommendation on where the Division of Local Proptery Tax assessment
ghould be located within the State Government. The impertant factor is
divisional status.
the Commission recommends that the Local Property Branch of the Division

of Taxation be Teconstituted as a Division of Local Property Tax Assess-
ment.

The DLPIA would carry out all of the present responsibilities of the

LPB, plus the following additional activities:




(1}

(2)

(3)

(4)

(5)

(6)

{(7)

(8)

(9)

(10)
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pevelop standards for the minimum size of tax assessment jurisdic-
tions, and prepare plans for the consoclidation of the assessment
function in municipalities not meeting those standards (See below,
p.120}).
Administer a program of State aid to municipalities for assessment
administration {See below, pPe121)e
Deve lop standards for tax assessor salaries and benefits, staff, office
space, equipment, and other resources to be furnished by the municipal
government for the tax assessor's office, and withhold State aig if
those standards are not met {See below, pe122).
Administer a program for periocdic renewal of CTA certificates (See
below, p+125}.
Deve lop performance standards for municipal tax assessors, county tax
board members, and other assessment personnel, monitor their perfor-
mance, and remove from office assessors and county board memberse who
fail to meet the standards (see below, pPs1277).
administer centrally all tax deductions for veterans, senior citizens,
and handicapped persons {See below, p.127).
Administer centrally all Homestead Rebates {See below, p.127)
provige expert assistance to municipal tax asseésors tor the appraisal
of complex properties and the defense of tax appeals. (See below,
p.128}.
peve lop standards for cqmputer-assisteé mass appraisal systems for use
by municipal tax assessors and approve the acquisition of all new
systems (See below, Ps128).

Handle centrally all aggregate egualization of assessments, both for
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the apportionment of county costs and for the distribution of State
school aid (See below, p.129).

(11) Determine when revaluation programs are required and order that they
be conducted and implemented (See below, p.131).

(12) Develop standards for the licemsing of fevaluation firms and their

| actual performance, monitor their performance and, if necessary,

cancel their license to operate in New Jersey {See below, p.131}.

Assessment Administration Review Board

In the above list of responsibilities there are several occasions on
which the Division of Local Property Tax Administration would develop
standards for the tax assessment field in New Jersey.1 The Commission
believes that the actual adoption of such standards should be the responsi-
bility of a body h;ving broader representation than the administrative
staff of the DLPTA. It is suggested, therefore, that an Assessment Admin-
istration Review Board be created within the DLPTA, consisting of five
members appointed by the Governor with the advice and consent of the Senate
for five-year terms of office. At least one of the members should be a
person having substantial experience as a municipal tax assgessor and
another with similar experience as a county tax board member. The Board
would review and, after advertisement and public hearing, adopt all stan-
dards developed by the DLPTA for minimum assessment jurisdiction size;
tax assessor salaries, staff, office space, equipment, and other resources
to be furnished by the municipal government; performance by municipal tax
assessors, county tax board members, and other assessment personnel;

acguisition of computer~assisted mass appraisal systems; and performance

by revaluation firms.

Tsee activities {1), {(3), (5), (29}, and (12).
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A second function of the poard would be to provide an element of due
process in any action by the DLPTA to remove an assessor or. a county tax
board member from of fice for failure to meet performance standards, or any
action to revcke the license of a revaluation firm. The board would accept
appeals in such cases, hold further hearings to take testimony, and render
a final decision.

The Board would have no authority with regard to the routine admin-
igtration of the pivision of Local Property Tax Administration.

the Commission recommends that a five-member Assessment Administration

Review Board be established within the Division of Local Property Tax

hssegsment to adopt standards deve loped by the Division and to hear

appeals from actions to remove assessment personnel from office or to

Yevoke the license of a vevaluation firm.

County property Assessment Supervisor

Some agency between the State level and the manicipal tax assessor
appears highly desirable. The prospect for a small municipality'dealing
at a distance with a State bureaucracy can be intimidating. Moreover,
some immediate knowledge of local conditions can be very helpful in under-
standing and monitoring the activities of local officials. The Commis~
gion, therefore, proposes that the office of county property assessment
gupervisor be established in every county as the out-reach arm of the
Division of Local Property Tax Assessment. The supervisor would be &
state employee appointed by the Commissioner of Community Affairs or the
State Tfeasurer, and all costs of the office would be paid by the State
government. The county property assessment supervisor would assume some
of the administrative duties of the county board of taxation, and, as the
representative of the DLPTA, would:

{1) Monitor the performance of the municipal governments in providing
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resources for the tax agsessor's office in relation to standards

developed by the DLPTA.

(2) Monitor the performance of municipal tax assessors and county tax

board members in relation to standards developed by the DLPTA.

(3) Prepare the municipal tables of aggregates and county abstract of

ratables.

(4) Supervise and coordinate the gathering and processing of sales data
for use in sales ratio studies for equalization purposes.

The Commission recommends the establishment of an of fice of county prop-
erty assessment supervisor in every county, to be filled by a Btate em- ;
ployee of the Division of Local Property Tax Assessment, with ail costs %__

to be paid by the Gtate.

persons presently employed as county tax administrators should have
priority for appointment as the first county property assessment super-
visors under this proposal. Thereaf ter, regular State Civil Service pro-

cedures should be followed in making future appointments.

Municipal Assessment Jurisdictions

The Commission is convinced that it is desirable to continue using

municipal jurisdictions as far as possible for the administration of the

property tax. Every taxpayer should have easy access to both the records

dealing with his or her property and to informed interpretation of those

records. This can be done most readily by having a full-time, adequately-
gtaffed office in every municipality. Complications may arise, however,
because of the small size of many municipalities in New Jersey. AS a
practical matter, some of the smaller municipal jurisdictions may well

have to be consolidated for assessment purposes if the goal of ready

access is to be achieved without inordinate cost.

e o

The Commission suggests that every assessment jurisaiction should be

i e

large enough to justify a full-time assessor and enough staff to maintain
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the assessor's office on a full-time basis with regular office hours. The

pivision of Local Property Tax Assessment should develop standards for

minimum jurisdiction size, probably using the number of line items on the

assessment list as a major factor, but giving consideration to any other

relevant faciors. No municipality should be divided in establishing a tax
assessment jurisdiction, but if existing municipalities do not meet the
minimum size standard, the director of the DLPTA should have the authority
to direct consolidation of assessment jurisdictions. Appointment of the
municipal tax assessor for a.consolidated jurisdiction would be made by
the director of the DPLTA, subject to veto by the governing body or chief
executive of any of the subiect municipalities. Tnitial appointments for
a consolidated jurisdiction should be mgde from among the present asses-
sors of the constituent municipalities, provided that the appointee is
willing to serve in a full-time capacity., In the event of deadlock, the
director could appeint an acting assessor for one year from ameong the
regular staff members of the DLETA who are Certified Tax assessors (CTA).

1f, at the end of one year, the municipalities cannot agree, the director

ghould have the right to make a permanent appointment of a gqualified per-
son without their approval.

The Commission recommends that the Division of Local Property Tax
Assessment develop standards for the minimum gsize of a tax assessment
jurisdictien, and that the director of the Division be empowered to order
a2 consolidation of the tax assessment function in municipalities which do
not meet the standard.

A second reason for continued municipal tax assessment jurisdictions
is the coordination of this governmental function with other municipal
activities. The property tax remains the largest single source of revenue

for New Jersey local governments., Tax jevies are determined locally, and

taxes are collected locally. The tax assessor is an important resource
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for many other departments of local government; to eliminate the local
assessment function entirely would inhibit efforts to integrate the re-
sources of the assessor's office with other local government departments.
Suggestions were made in Chapter III for ways in which the property
tax level could be reduced in New Jersey. Some progress can be made in
this direction and, at the same time, the probability of more effective
assessment administration can be enh#nced by the implementation of a new
program of State aid@ to municipalities for assessment administration.
This is particularly appropriate where performance and funding standards
are to be mandated by the State government. The plan envisioned here
would cover one-third of the statewide local cost of assessment adminis-
tration, or roughly 10 million dollars annually. It would be highly
desirable, however, for this aid to be distributed on an equalized basis;
that is, in higher proportion to municipalities where the tax base per
capita is lower, thus helping to reduce property taxes in the places where
they are nhow the highest. The Commission considers it essential that the
State government participate fipancially in supporting the tax assessment
Process.
The Commission recommends that a new program of State aid for logcal asses-
ment administration be enacted to cover one-third of the statewide cost of

local assessment mdministration, but with larger amounts of State aid
going to places with smalier property tax pbases on a per capita basite

The municipal governing body currently is responsible for detérmining
the salarf and benefits, staff, office space, equipment, and other re-~
sources to be provided for the tax assessor's office. Under State law,

a tax assessor's salary may not be reduced, and some municipalities make
adeguate provision for all of these resources. Others, however, are very

deficient. The Commission intends that the funding of “the assessor's
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of fice remain a municipal résponsibility. 1t is essential to insure that
adeguate yesources réally are provided and that this does not become an
overwhelming burden on the municipél budget. The State aid program
described above will help; peyond this, some mandated level of resources
must be specified. As a State-mandated cost, the expenses of the tax
assessor's office then would be outside of municipal budget caps. The
Commission is guite aware of the deliberations of the Local Expenditure
Limitations Advisory Commission and of their concern that punicipal budget
caps may be limiting the provision of essentiél services.

The Commisssion recommends that the Division of Local Property Tax Assess~
ment develiop standards for tax assessor salaries and benefits, staff,

office space, equipment, and other resources in taxing jurisdictions of
varying size.

Some device must be available to insure that the appropriate level of
resources is provided by the municipality. Again, the State aid progran
becomes the vehicle for this purpose. The Commission suggests that the
new State aid be withheld if & municipality does not meet the resource
standards developed by the DLPTA. In this regard, care must be taken to
ensure that these standards are regarded as minimums which a municipality
may exceed. Their_prOmulgation should not be permitted to result in any
diminution of the resources presently provided in any punicipality.

The Commission recommends that State aid for local assessment administra-
tion be withheld from any municipality which does not meet specified

standards for tax assessoYy salaries and benefits, statf, office space,
eguipment, and other resources required by the tax assessor's office.

Under this proposal, it is possible that some municipalities might
opt for giving up the State aid while under-funding the tax aséessment
function. To avoid this possibility, it is suggested that if such a
situation develops, and if performance standards are then not met by the

municipal tax assessor, the State should take over responsibility for
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staffing and funding the assessment office, covering the expense by with-
holding not only the new State aid for local assessment administration,
but alsoc any other State aid to which the municipality is entitled under

any other program.

The Commission recommends that where a municipality fails to meet State
standards for salaries and benefits, staffing, office space, equipment,
and otner resources for the tax assessment office, and where performance
standards are then not met, the director of the Division of Local Property

Tax Assessment should be empowered to provide for adequate funding of the
tax assessment office, with costs to be covered by withholding of any
State aid to which the municipality is otherwise entitled.

The Municipal Tax ASS5essSOr

Under the Commission's preferred plan, the municipal tax assessor
would continue to be appointed by the municipal governing body or chief
executive, depending on the form of government in use. Appointment could
only be made from a State-approved list of persons who have qualified as
Certified Tax ASSeSSOIS {CTA) under existing statutory regquirements.

The municipal tax assessor, under the Commission's plan, would
continue to perform most of the duties presently assigned. These would
include the discovery, identification, and listing of each property;
determination of taxability: determination of the true value and taxable
value of the property; filing of all reguired assessment lists and other.
reports; the defense of tax appeals, and the review and processing of
sales data used in the assessment-sales ratio studios. Tasks which the
municipal tax assessor would no longer perform include the processing of
tax deductions for veterans, senior citizens, and disabled persons, and
the processing of Home stead Rebates, all of which would be handled cen-
trally by mail at the Division of Local Property Tax Assesment in Trenton

with listings of eiigible applicants peing sent from that agency to the

municipal tax collector.

RO o

. .
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Ccounty Boards of Taxation

County boards of taxation now have both administrative and appellate
functions. In practice, the members of the poard seldom become involved
in the administrative functions, leaving these duties largely to the
present coﬁnty tax administrators. The Commission suggests that this
division of labor should be formalized. Administrative duties of the
county boards cén be divided between the county property assessment super-
visors and the pivision of Local Property Tax Assessment at the State lev-
el. This will relieve county tax board members of administrative respon-
sibilities and permit them to concentrate on the hearing of tax appeals.

The Commission recommends that county boards of taxation become strictly
tax appeal boards, and that their aaministrative duties be divided between
the county property assessment supervisor and the central staff of the

Division of Local Property Tax Assessment.

pualifications of Personnel

Implementation some years ago of the Certified Tax ASSessOr {CTA)
program, with certification being based on a rigorous State examination,
was a major step toward more effective tax assessment administration in
New Jersey. & substantial pool of qualified personnel has now been
developed.1 The CTA certificate should continue as a requirement for all
municipal tax assessors prior to their appointment. 1t should also be a
requirement for county property assessment BUpPervisors. County board of
taxation members nNow have 24 months after their appointment to achieve
formal qualification, either through acquisition of a cra certificate or

through completion of speci fied training programs. The Commission sees

ta total of 1,538 Tax Assessor Certificates have been issued; of these,
337 are held by active assessors, 76 by deputy assessors, and 4% by other
assessor staff; 508 persons have left office, 456 are in the private
sector, and 120 are deceased,
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no need to change this requirement. However, no reappointments should be
permitted until a member has met the prescribed gualifications. It is
particularly desirable that new courses in tax appeal procedures should be
developed for county board members and reguired early in their term of
office. |
The Commission recommends that the CTA certificate be a requirement prior

to appointment for municipal tax assessors and county property assessment
SuUpervisors.

the Commission recommends that new instructional courses be developed in
tax appeal procedure and required for county board of taxation members
early in their first term of office.

Some holders of the CTA have done little to insure that their
gualifications are kept current, once they have received the original
certification. The trend in many professions is for some requirement for
periodic up~dating. This is now an established pattern for code enforce-
ment personnel in New Jersey municipalities. It is a growing practice in
other fields. Recent reports indicate acceptance of the requirement for
periodic up~dating by the American Bar Association, and this has been a
practice in some areas of the medical profession. If tax assegsment in
New Jersey is to become truly professional, a similar requirement must be

imposed.
Renewal of certifications rarely involves & regquirement for future

testing. More commonly, it relies on participation in a variety of
in-gervice training activities. ©On the other hand, if a person can main-
tain and up-date their qualifications without attending formal instruc-
tional programs, this should be their option. The Commission, therefore,
favors a five-year renewal requirement for CTA certificates, with the

renewal to be based on either the completion of specified training pro-
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grams Or passage of a State-administered examination. 1In either case, the
instruction or examination should cover both the fundamentals reguired for
the job and new developments in tﬁe field., State tuition remission money
should be made available for a wide variety of training programs, SO long
as they meet DLPTA requirements.

rhe Commission recommends that CTA certification be placed on & five-year

Tenewal cycle, with renewal to be based on either the completion of
ins tructional programs Of passage of a State examination.

Accountability

Existing arrangements for supervision of municipal tax assessors are
vague. The county board of taxation has nominal supervisory powers and
may alter the assessments submitted by the assessor. In practice, this is
geldom done. The county hoard may also remove an assessor from office
pecause of failure to file an annual tax list. This almost never happens.
The director of the Division of Taxation may remove an assessor from
office by revoking a CTA certificate for dishonest practices or for
willful or intentional fallure, neglect or refusal to comply with the
Constitution and laws relating to the assessment and collection of taxes.
The Governor has the same power with respect to county tax board members.
This rarely happens. The present grounds for removal are difficult to
prove and say little about simple .incompetence OI poor performance.

The Commission suggests that more precise and measurable standards of
performance for municipal tax assessors and county tax board members
should be developed by the Division of Local rroperty Tax Asgessment.

The director of that Division should be empowered to remove from offlce
an assessor or county board member who does not meet those standards,

after a hearing.
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rhe Commission recommends that the Division of Local Property Tax
Asgessment deve lop standards of performance for municipal tax as5essors,
county tax board members and other assessment personnel, and that the
director of the Division be empowered to remove from office a person who

does not meet those standards.

Tax Exemptions, Deductions, and Rebates

Tagks which take a great deal of tax assessor time are the determin-

ation of taxability of property through application of the tax exemption

statutes, the processing of tax deductions for veterans, senior citizens,

and disabled peréons, and the processing of Homestead Rebate applications.

the Bgquity 213 project report has suggested that all these duties could be

handled more efficiently through & centralized systenm administered by some

state agency. The Commission believes that this would be true for tax

deductions and Homestead Rebates, where eligibility depends upon the
status of the taxpayer. 1In the area of tax exemptions, however, where
taxability depends heavily on the use to which a property is being put,
there is a stronger need for local knowledge of the current situation.
The Commission, therefore, would retain the administration of tax
exemptions as a function of the punicipal tax assessOr.

The Commission recommends that the administration of tax deductions and

the Homestead Rebate progran be handled centrally by the Division of Local
Property Tax Aesessment, but that administration of tax exemptions remain

a duty of the municipal tax assessor.

Expert Assistance

A qualified municipal tax assessor rarely has great di fficulty ap~
praising residential properties, which make up the bulk of the taxable
line items in most communities. Mdre complex industrial and commercial
éroper;ies are encountered jess freguently. however, and many aS8eS80rs

may need help when faced with an appraisal of such a property. wWhen tax
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appeals are filed, it is thé‘complex property which usually causes diffi-
culty, both beéause of its complexity and because the taxpayer will tend
to be larger, with greater legal ana.technical resources. The municipal
tax assessor will often need help in such cases.

The Commission recommends that the Division of Local Property Tax Assess-

ment provide assistance to municipal tax a8s5ess0rs in the appraisal of
complex properties and in the defense of tax appeals.

New Technology

Many new types of technology are becoming available to the assessment
field. Probably the most important are the various computer-assisted mass
appiaisal systems which hold forth the possibility of effective annual
review and up-dating of assessments. Only a few New Jersey communities
have made progress in this direction, and results nave not always been
satisfactory.

The Commission believes that computer-assisted mass appraisal systems
have not yet reached a stage of development that would justify mandating
their adoption on a uniform, statewide scale. Nevertheless, steps should
be taken to establish standards for locally-adopted systems, so that their
output may be kept as compatible as possible with other local systems.
Moreover, the DLPTA should continuously study this emerging field and
should advise on and approve of the acqguisition of ail new systems.

The Commission recommends that the Division of Local Property Tax AsSess-
ments develop standards for computer-assisted mass appraisal systems and

that all municipalities be required to obtain permission from the Division
before purchasing such a system.

Equalization of Aggregate Assessments
Equalization of aggregate assessments now is done at two different

levels. With the assistance of municipal tax assessors and county boards
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of taxation, the Local Property Branch conducts an equalization program
for the distribution of State school aid. The county boards of taxation
use the samé data, though not in a uniform way, for egqualization aimed at
the apportionment of county government costs among the municipalities of
the county. The Equity 21 project has made a case for transferring to &
single State agency the full responsibility for all egualization of aggre-
gate assegsed values. This would increase the chances for a uniform ap+-
proach and might well be more efficient. The Commission agrees with this
suggestion.
The Commission recommends that the full responsibility for all equaliza-

tion of aggregate assessed values be concentrated in the Division of Local
Property Tax Asssessment.

Tax Appeals

Under the cugrent schedule for tax appeals, the deadline for filing
an application is Rugust 15 of the tax year, shortly after municipal tax
bills have been received by taxpayers. The result is that tax appeals
generally are based on the level of the tax bill, rather than the assessed
value of the property: Changes in the size of the bill frequently are
not caused by the assessed value, but by the budgets adopted many months
earlier by county, municipal, and school governing bodies. The county
board of taxation then is faced with a complaint over which it has no
control. .By requiring tax appeals to be filed before tax bills are dis=~
tributed, the appeal process c¢an be focussed on the appraised value of
the property, where it should be. A second advantage of moving up the
filing date for tax appeals is that this would provide substantially more
time for the county board of taxation to hear tax appeals, rather than

squeezing them in between August 15 and November 15.
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The Commisssion recommends that the deadline for filing tax appeals with

the county board of taxation be moved up from August 15 to & date in the

iate Spring of the tax year.'

If the above change is to be eguitable, it is essential that every
property owner be notified by mail of a change in assessment well before
the deadline for tax appeals. A mailing in January, before the agsessment
list is filed, would be appropriate. The notification should include
full information on the process for appeal, both informally with the tax
assessor and formally with the county board of taxation.

The Commission recommends that every property owner be notified of any

change in the assessment on his or her property by mail early in January

of the tax year.

A second change in the appeal process would permit tax assessors to
file tax appeals to correct errors in the tax list. If substantial
additional costs were to be incurred, however, for legal counsel or for
expert witnesses, the municipal governing body would still have to give
its approval.

The Commission recommends that tax assessors be given the authority to
file tax appeals to correct errors in assessment.

Revaluations

The intent of most of these administrative changes is to facilitate
and even reguire frequent, probably annual, revision of tax assessments.
1f this is done effectively, there will be a reduced need for revaluation
programe by outside firms of consultants. For some time, however, reval-
pations probably will be needed. In this connection, it is desirable that
the Division of Local Property Tax Assessment establish standards for de-
termining the need for a revaluation, and that the Division have the

authority te order that a revaluation be conducted and implemented. If a

commissioner Glaser dissents from this recommendation.
A
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municipality refuses to authprize a revaluation, the DLPTA should haye the
authority to contract for such a program, with the cost to be covered, in
part, by the new program of State aid tor assessment administration. 1t is
also appropriate for the Division to establish standards for a revalua-
tion, to monitor the work of revaluation firms, and to revoke licenses if
this appears justified.

The Commission recommends that the pivision of Local property Tax Assess-
ment be empowered to determine the need for revaluations, and to order

that they be conducted and implemented, Wi th the cost to be covered, in
part, by the new State aid program for assessment administration.

The Commission recommends that the pivision of Local property Tax AssessS—
ment be empowered to Ticense revaluation firms, establish standards for

their performance, monitor their perfoIMAnce, and revoke their licenses if
this appears justified.

summary
bttt

The Commission believes that the recommendations made above will move
New Jersey a long way in the direction of effective and efficient annual
property tax assessments.

Modern technology will become more readily available through the

development by the Division of Local Property Tax Assessment of standards
for computer«assisted mass appraisal systems and the right to approve new -
jocal systems before acquisition. Local use of this and other forms of
modern technology will be encouraged by the implementation of standards
for staffing and equipping the municipal assessor's office and by a State
aid program to help cover costs.

The qualifications of tax assessment personnel will be enhanced by
periodic renewal reguirements for holders of the Tax Assessor Certificate,

and by the requirement for gqualification of county tax board members prior
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to their reappointmeﬁt. The supply of gualified persons for municipal
assessor's offices will be insured by the development of staffing stan-
dards by the DLPTA, with the removal of State aid being a possibility if
municipal governing bodies fail to provide for adequate staffing. The
sufficiency of local assessment staff also should be improved by trans-
ferring gome time-consuming tasks, such as the processing of tax deduc-
tiohs and Homestead Rebates to the State level,

Under-sized tax assessment jurisdictions will be eliminated through
the authority granted to the director of the Division of Local Property
Tax Assessment to consolidate them into jurisdictions justifying &
full-time operation.

Political interference may neve# be completely eliminated, but should
be reduced by qualification requirements for assessmenﬁ personnel., The
establishment of standards for salaries and benefits, staffing, office
space, eguipment, and other resources, coupled with a new State aid pro-
gram tied in to municipal conformance with those standards, will also
reduce political interference.

The gquality of property tax assessment administration will be
improved by the establishment of performance standards for municipal tax
assessors, county tax board membeis'and other assessment personnel, with
the possibility of removal from office if standards are not met. The
right of an assessor to file tax appeals should help correct errors in
assessments, Tﬁe uniformity of egqualization procedures will be improved by
centralizing these responsibilities at the State level, while the perfor-
mance of county boards of téxation should be enhanced by allowing them to
concentrate on their appellate functions over a longer time span. Licens-

ing and monitoring of revaluation firms should improve performance
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in this area. Partial State funding of revaluations should remove ane
obstacle to their implementation.

Expert assistance should become more readily available to mupicipal
tax assessocrs through a new Division of Local Property Tax Assessment.

In summary, the steps proposed for improving property tax adminisg-
tration in New Jersey, if implemented, will help significantly in prevent-
ing the future development of situations involving severe fiscal shock,
which the recommendations of Chapter III have addressed on an emeérgency

basis.
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JOINT RESOLUTION No. 8

JOINT RESOLUTION Xo. 3

A Joixt ResoLvtiox establishing a comimission, to be known as the
Property Tax Assessment Siudy Commission, to evaluate and
study the metbods of conducting assessments of property and
levving tases for purposes of local government taxation, inquire
into the feasibility and practicability of alternative metbods of
allocaling tbe costs of such assessments, and pursuant to the
results of its studv, make recommendatious to the Governor and
Legislature.

Wrrreas, Local povernmental units in New Jerser are experienc-
ing economic and social changes which bring into question the
present methods of assessing property and levying tases for the
purpose of local government taxation; and

Waereas, Tazpavers in some municipalities, due to these economic
an¢ social changes, mav affer reassessments be bearing more
tharn their fair and tolerable share of the tax burden; and

Wezereas, The impact of redistribution of tbe local tax burden in
urbar communities where reassessments have been long delaved
mav result in fscal shock perilous to the stability of souné urban
neighborhoods; now, therefore,

Br rr resorvep by the Senate and General Assembly of the State
of Neuw Jersey:

1. There 15 establisired & commission, 10 be krown as the Propertx

ax Assessment Study Commission. 1¢ consist of 1& members, of
whom two sball be members of the Senate to be appointed br the
Prezident of the Senate, two shall be members of the Geperal
AscemblT 10 be appointed by the Speaker of the General Assembly,
three shall be public officials to be appointed by the Governor and
11 shall be citizens of the State, of whom five shall be appointed br
the Governor and three shall be appointed each br the President of
the Senate and Speaker of the Geperal Assembly., No more than
one of the two legislative members appointed eack by {he President
of the Senate and the Speaker of the General Assembly, and no
more than half of the cifizen members appointed, shall be of the




JOINT RESOLUTION XNo. 3

same political party. The 11 citizen membeys shall have knowledge
and experiise In the area of local property tax law and local public
finunce. Vacaneies in the membership of the commission shall be
filled in ihe same manner as the original appointinents were made.

9. The com:nission shall organize as soon as mav he after the
appointment of its members. The members shall clect one of thelr
rumber to serve as chairman and the commission may elect o secre.
tary who need not be a member of the commission.

3. It shall be the duty of the comunission to evalnate and study the
current meibods of conducting assessments of property and levying
taxes for purposes of local government taxzation. to inguire inte the
feasibility and praciicabilits of alternative methods of ullocating
the costs of sueh assessments to assure regular periodic reassess-
ments, and te devise means 1o mitigate the impact o sound nrban
neighborhoods of fiscal shoek resulting from & massive redistribu-
tior. of the property tax burden in urban communities where re-
assessnients had beer long delaved.

4. The commission shal) be entitied 1o enll to its assisiance and
availitself of the services of such emplovees of any State, county or
municipal department, boarc, burean. commission, agency or other
public entity as it mav reguire and as may be availabie for its
purposes, and to emplor eounsel and such stenographie and clerical
assistants and incvur sueh traveling and otlier miscellaneons ex-
penses as it maT deem necesszry in order 1o perfor its doties
end as waT be within the limite of funds appropriated or otherwise
made available to it for s2id porposes.

its peneral purposes a: such piace or places as it spall designate,
durine the sessions or recesscs of the Legislature. Tiie commission
sball have all the powers proviced by chapter 13 of Title 32 of the
Revised Statutes. .

5. The commission may mee! anc nolé bearings in furtbherance of
I

€. The commission shall report its findings and recommendations
1o the Governor and Legislatore within 12 months of tue adoption
of this joint resolutior accompanving the same with anv Jegislative
bills which if mav desire 1o recommenc for adopiion by the
Legislatare.

7. This joint resolution shall iake effect immediately.

Approved January 26, 1982



PROPERTY TAX ASSESSMENT STUDY
COMMISSION-REPORT

JOINT RESOLUTION NO. 4

SENATE JOINT RESOLUTION NO. 80

A Jousr ResoLuTiox extending the period of time within which the
Property Tex Assessment Study Commission, created by Joint
Resolution No. 3 of 1083, shall report its findings and recom-

mendations.

Br 17 rESOLVED by the Senate and General Assembly of the State

of New Jersey:

1. The period of time within which the Property Tax Assessment
Study Commission, crggted by Joint Resolution No.3 of 1983, ghall
report .itl.s findings and recommendations is extendéd to two years
¢rom the date of adoption of this joinf resclution.

9. This joint resolution shall take effect immediately a:;d- be
retroactive to January 26, 1983.

Approved March 19, 1984,

introductory Stotement
Senats, No, 30—L.1984, JR. 4

This joict resointion extenda the period of time wthin whick the
Property Tax Assessment Bidr Comwmission, erested by J. B
No. 3 of 1983, shall repori ita findings and recommendstions. The
terma of this joint resolstion are in sonformity with the Governot's
recommended amendments to Banate Joint Resoluiion No. 3081
(OCR) in s sonditional veto message dated Januars 8, 1954

e e




. PROPERTY TAX ASSESSMENT STUDY COMMISSION—
TIME FOR REPORT AND RECOMMENDATIONS

JOINT RESOLUTION NO. 10
SENATE JOINT RESOLUTION NO. 76

A JorxT ResoLvriox extending the period.of. time within which the
Property Tax Assessment Study Commission, ereated by Jomt
Renolntzon No. 8 of 1983, shall report its findings and recom-

mendatmns. . ‘ .

Be rr resorveD by the Senate and General Assemilly of the State
of New Jersey:

1. The period of time W 3thm which the Property Tax Assessment

‘Study Commission, created by Joint Resolution No. 3 of 1f 83, shall
_report its findings and recommendations, as extended by Joiut

Besolution No. 4 of 1984, is further extended to October 1, 19S6.
2. This joint resolution shall take effect immediately.

Approved and effective January 14, 19886,

-

Introductory Statement
$enate Joint Resolution No. 76

This jcint resclution extends the reperting date of the Property
Tax Assesgment Study Commission, ereated by Joint Regoluting
No. § of 1953, tc Octoher 1. 168G, Currently. muder Joint Reselu,
tion No. 4 of 1084, the commission would be required to repor e
findings on or befere March 1%, 1684, However, the Division of
Taxation, in the Department of the Treasury, is expecied o release
sirnificant informaticn on prohlems in property tax adminisration,
as part of Hs “Fguity 217" study, in Decembicr nf 1083, Recanse this
information e vital to the commission’s work. and by reasor of i1«
magnitude, the reporting date ic extonded in order to allow eowe
mission memhers to fully analvze the division's ct!..d\ Further,
the complexity of the prohleme inhierent in Property tax assessmen
and sdministration reguires the additional time to finalize the com-

mission’s recommendations and to write the report.
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CALCULATION OF THE COEFFICIENT OF DEVIATION

The following pages are excerpted from the
Handbook for New Jersey Assessors,rpublished
by the Local Property Branch of the Division
of Taxation in the New Jersey Department of
the Treasury, &s Revised June, 1980, PpP.
vI11~5 to vIII-8C,

§01.31 Coefficients of deviation. One method of analyzing statisticaily & group

 of essessment-sales ratios is through coefficients of deviation. A higher co-

efficient of devietion indicg.tes & pocrer degree of uniformity of assessments, &nd
s likely need for revaluation. A lower coefficient of deviation indicates a betier
degree of assessment uniformity in the texing district. Each year the Division

of Taxation publishes three coefficients of deviation for each municipality: (1) &
genersal coefficient of deviation; (2) s stratified coefficient of deviation; end (3) &
segmented coefficient of devistion. Properly and cautiously used, these coefﬁéms
can be useful tools for messuring assessment uniformity , but they are not to be
used as the sole and finsl judgment of essessment practice in & taxing district.

(1) general coefficient - The general coefficient of deviston is & measure

of veriation in assessment-sales ratios for ell properties sampled without
regard to property class, property size or nny' other property characteris—
tic, It is the average deviation of individual assessment-seles ratios from
the overall average assessment-sales ratio of all sales occurring in a tax-
ing district; expreesed as a percentage of that averagé assessment-sales
ratio for that taxing district. It is calculated from all_ usable sales (see

Section 1002.5) occurring within a particular taxing district ss shown in
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the most recent Director's Table of Equslized Valuations. An example of
the calculation of 8 general coefficlent of deviation is shown {in Table 8-1.
A general coefficient of devietion of 15 or less is considered ecceptable.
The prior sssumption that & coefficient of 20 or less {ndicated & good de-
gree of uniformity has become obsolete bécause of improved assessment
practices. In 8 recent sampling, approximately 75% of the municipalities
who had elther placed revelugtions or reassessments oOn their tex lsts ex~
nibited general coefficients of devistion of less than 15.

(2) stratified coefficient of deviation - The stratified coefficient of devia-

tion provides & method io measure assessment uniformity within each class
of property ‘(vacant land, residentiel, farm end.ell other) within & texing
district. Although the 1aw requires all property to be essessed st the same
level of true value, coefficients of deviation calculated for the separete prop-
erty classes can be helpful in analyzing uniformity of assessments within thet
class. Ceution must be exercised in the use of the stratified coefficlent how-
ever since it provides no insight into comparabmt}? of assessment levels &s
gmong property classes. It is therefore possible that two clesses of property
within & taxing district may be assessed at different average retios but show
gimilar stratified coefficients of devistion. The stratified coefficient of devie-
‘tlon is the average deviation of individual assessment-sales ratios for all us- '
able sales occurring within a perticular property class from the averege

_ assessment-sales ratio for that property class, éxpressed ap & percentage of
the average assessment-sales ratio for thet class. The stratified coefficient

of deviation is calculated from seles occurring in each class of property in



the same manner as the general coefficient is calculated for sll sales regard-
less of clese occurring within the taxing district. An example of the caleula-
tion of a stratified coefficient of deviation is shown in Table §-2.

(3) sezmented coefficient of devistion - The segmented coefficient of devia-

tion measures the degree of uniformity of one property class as egainst all

property classes combined. It is the average deviation of sll assessment-

sales ratios within a particular class of property from the average assess-
ment-seles ratio for ell sales of properties occurring within e taxing dis-
trict, expressed as & percentage of the average assessment-sales ratic for
all sales occurring within the taxing district. An exampie of the cal‘cule.tion
of a segmented coefficient of deviation is shown in Table 8-3.
REFERENCES:
Locel Property Tax Bureau News, November, 1956, p.1.

CoeNicients of Deviation A Measure Of Property Assessment Uniformity,
Division of Taxation, March, 1878.
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B-5

Teble 8-3

Segmented Coefficient of Deviation
4
Deviation
From
3 Average
Assessment Assessment
to Sales to Sales
1 2 Ratio Ratio
Assessed Sale Col. 1: (Col. 3 -
Class Value Price Col. 2) Av, Col. 3) .
1 $ 2,000 $ 8,500 21.05 ‘ 30.53
1 700 2,200 31.82 19.76
1 8,150 24,500 33.27 18.31
1 5,050 12,5%5 40.16 11.42
Total: 80,02
Class I Average = 20.00
{(Total : 4 samples)
2 $ 5,600 $12,750 43.92 7.66
2 17,350 38,000 45.66 5.92
2 1,350 2,700 50.00 1.58
2 9,800 18,800 51.85 .27
2 8,800 14,880 58,71 7.13
2 7,600 12,250 62.04 10.46
2 10,550 15,750 66.98 15.40
Total: 48.42
Class II Averasge = 6.92
(Total : 7 samples)
4 $13,800 $18,750 74.13 22.55
4 16,150 17,750 80.989 © 39.41
Total: 670.58 Total: 61.96
Average = 51.58 Cless IV
(Total : 13 samples) Average 30.98
(Total : 2 samples)
Class I Average Deviation 20.00
Average Assessment to = 38.77 | = Class I Segmented Coefficient
Sales Ratio 51.58 of Deviation
Class II Average Deviation 6.92 '
Average Assessment to = 13.42 | = Class Il Segmented Coefficient
Sales Ratio 51.58 of Devietion
Ciass IV Average Deviation 30.98 " .
Average Assessment to = 160,06 |= Class IV Segmented Coefficient
Sales Ratio 51.58 | of Deviation
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Table 8-2 .

Stratified Coefficient of Deviation
| Devi:tion
From
Class
3 Average
Assessment Assessment
to Sales to Sales
i 2 Ratio Ratio
Assessed Bale (Col. 1: (Col. 3 -
Class Value Price Col. 2) Av. Col. 3)
i $ 2,000 $ 8,500 21.05 10,53
1 700 2,200 31.82 .24
1 8,150 24,500 33.27 1.69
1 5,050 12,575 40.16 8.58
Total: 126.30 Total: 21.04
Class I Average Class I Average
(Total : 4 samples = 31.58 (Total : 4 samples) = 5.26
Clase 1 Average Devigtion 5.2
Class | Aversge Assess- ___ __ % 16.66 = Class | Stratified Coefficient
ment to Sales Ratio 31.58 of Deviation
2 $ 5,600 $12,750 43.92 10.25
2 17,350 38,000 45,66 8.51
2 1,350 2,700 50,00 4.17
2 9,800 18,900 51.85 2.32
2 8,800 14,9380 58.71 4.54
2 7,600 12,250 62.04 7.87
2 10,500 15,750 66,98 12.81
Total: . 379.15 Total: 50.47
Class Il Average Class II Average
(Total : 7 samples) = 54.17 (Total : 7 samples) = 7.21
Class II Average Deviation. 7.21
Class II Average Assess- ____ = {13.31 ) = Class II Stratfied Coefficient
ment to Sales Ratio 54.17 of Deviation
4 $13,900 $18,750 74.13 8.43
"4 16,150 17,750 90.99 8.43
Total: 165.12 Total: 16.86
Class IV Average Class IV Average
(Total : 2 samples) = 82.56 (Total : 2 samples) = 8.43
Class IV Average Deviation 8.43
Class IV Average Assess— % 10.21 = Class IV Stratified Coefficient
ment to Sales Ratio of Deviation

82.56

o
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PERSONS WHO APPEARED BEFORE THE
PROPERTY TAX ASSESSMENT STUDY COMMISSION

February 24, 1984

John R. Baldwin, Director, New Jersey pivision of Taxation
_ Samuel Temkin, Assistant Director, New Jersey Division of Taxation

Richard Guhl, New Jersey Division of Taxation

April 6, 1984

Thomas A. Banker, Assistant Business Administrator, City of Newark

Joseph Frisina, Tax Assessor, City of Newark
Joel L. Shain, Mayor, Township of Qrange

Paul Monacelli, President of Council, Township of Orange

May 5, 1984
Arthur Holland, Mayor, City of Trenton

Barry Skokowski, Director, New Jersey Division of Local Government Services

June 8, 1984

Robert Rubenstein, Realty Appraisal Co.

Robert woodford, Vice President, New Jersey Business and Industry ASsS0OC.

Township of Cherry Hill and Vice President,

John Zarrolli, Tax Coliector,
rg Association of New Jersey

ffax Collectors and Treasure

Dante Leodori, County Tax Administrator, Bergen County

pugust 24, 1984

John R. Balawin, Director, New Jersey bDivision of Taxation

Courtney Powell, Tax Assessor, Township of 0Old Bridge

October 12, 1984

Joseph Eckert, Director of Education, International Association of

Assegsing Officers

arthur Brown, New Jersey Secretary of Agriculture

pavid Gaskell, Executive Director, New York State Board of Equalization




October 12, 1984 (continued)

John Murray, Tax Assessor, Township of Millburn and Past President,
Association of Municipal Assessors of New Jersey

Jeffrey Schram, Applied Computer Technology

November 9, 1984

Steven Gold, Director, Intergovernmental Finance Project, National
Conference of State Legislatures

Alan J. Karcher, Assemblyman, L.D. 19 and Speaker of the General Assembly

Ernest C. Reock, Jr., Director, Rutgers University Bureau of Government
Regearch

bDecember 7, 1984

Charles Cock, Cole~lLayer~Trumble Co.
Dante Leodori, County Tax Administrator, Bergen County

¢, Lowell Harris, Economic Consultant to the Tax Foundation

February 1, 1985

Anna Wiedman, Fort Lee Taxpayers Association

April 12, 1985

Margaret Jeffers, Tax Assessor, City of Jersey City

Charles Femminella, Certified valuations Co.

. May 10, 1985

Kenneth Back, Executive Director, Institute of Property Taxation
Benjamin G« vukiceyick, Commissioner, Camden County Board of Taxation
Willaim Daggett, Summit Homeowners Association

Richard Wellbrock, Summit Homeowners Association

Michael Sheridan, Tax Assessor in five Camden County Municipalities

June 6, 1985

Stephen Kessler, Tax ASSeSS0Y, Township of wWinslow and President,
Association of Municipal Assessors of New Jersey

[

¢
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June 6, 19B5 { continued)

Mary Mastro, Tax Assessor, Township of West hiltord

John Murray, Tax Assessor, Township of Millburn and representative of |
Association of Municipal AssessSOIB of New Jersey

Courtney Powell, Tax ASSessSor, Township of 0ld Bridge

William Birchall, Tax Assessoly, Townships of Hainesport and Lumberton and
president, Association of Municipal Assessors of New Jersey

william Bailey, Tax Assessor, rownship of East Brunswick
William J. McQuillan, Tax Assessor, Borough of Medford Lakes %
peter Torre, Tax Assessor, Township of Belleville |

Roy Taylor, Tax Assessor, porough of Watchung and President, Somerset
County ASSessOrs association

william Skelley,'Tax Assessor, Township of willingboro

Alfred J. Greene, Jr.. Tax Assessor, City of clifton

April 4, 1986

Anne Evans, Revaluation Advisory Committee, City of Newark
Richard wéllbrock, Summit Homeowners association
May 9, 1986
Norman Stevens, Tax AssSessor, Townships of Bedminster and Bridgewater

June 13, 1986

John E. Trafford, Executive Director, New Jersey State League of
Municipalities

Joseph Frisina, Tax Assessor, City of Newark
George J. Sokalski, Tax Assessor, City of Paterson
Alfred J. Greene, Jreys Tax Assessor, City of Clifton

William Bailey, Tax assessor, Township of East Brunswick -~

July 18, 1986

John R. Baldwin, Director, New Jersey Division of Taxation



July 18, 1986 {(continued)

| Michael Mayo, Egquity 21 Project Director, Touche ROSS CO.
Jeffrey Farin, Equity 21 Team Member, Touche Ross Co.
Joan Dambach, Tax ASSessSor, Township of Piscataway
John Meeker, County Tax Administrator, Union County

William Birchall, Tax Assessor, Townships of Hainesport and Lumberton
and President, Association of Municipal Assessors of New Jersey

William Dressel, Assistant Executive Director, New Jersey State League
of Municipalities

Bugust B, 1986

John E. Trafford, Executive Director, New Jersey State League of
Municipalities

John R. Baldwin, Director, New Jergey Division of Taxation
Michael Mayo, Equity 21 Project Pirector, Touche Ross Co.
Jeffrey Farin, Equity 21 Team Member, Touche Ross Co.

John Meeker, County Tax Administrator, Union county

august 22, 1986

Dolores G. Cooper, Assembywoman, L.D. 2

Edward Colanzi, Former City Commissioner, City of Atlantic City

September 22, 1986

william Birchall, Tax Assessor, Townships of Hainesport and Lumberton,
and President, Association of Municipal Assessors of New Jersey

October 17, 1986

Mary Mastro, Tax ASSessor, rownship of West Milford
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CONSTITUTIONAL AND STATUTORY PROVISIONS
REGULATING THE ASSESSMENT OF PROPERTY
FOR TAX PURPOSES

Constitution of New Jersey

Article VIII, Section I, paragraph 1

4. (a) Property shall be assessed for taxation under general laws and by

{b)

uniform rules. All real property assessed and taxed locally or by
the State for allotment and payment to taxing districts shall be
assessed according te the same standard of value, except as other-
wise permitted herein, and such real property shall be taxed at the
general tax rate of the taxing district in which the property is
situated, for the use of such taxing district.

The Legislature shall enact laws to provide that the value of land,
not less than 5 acres in area, which is determined by the assessing
of ficer of the taxing jurisdiction to be actively devoted to
agricultural or horticultural use and to have been so devoted for
at least the 2 successive years immediately preceding the tax year
in issue, shall, for local tax purposes, on application of the
owner, be that value which such land has for agricultural or hor-
ticultural use. :

Any such .laws shall provide that when land which has been valued
ik this manner for jocal tax purposes is applied to a use other than
for agriculture or horticulture it shall be subject to addi tional
taxes in an amount egual to the aifference, if any, between the
vaxes paid or payable on the basis of the valuation and the assess-
ment authorized hereunder and the taxes that would have been paid or
payable had the land been valued and assessed as otherwise provided
in this Constitution, in the current Year and in such of the tax
years immediately preceding, not in excess of 2 such years in which
the land was valued as herein authorized.

such laws shall also provide for the equalization of assessments
of land valued in accordance with the provisions hereof and for the
assessment and coliection of any additional taxes levied thereupon
and shall include such other provisions as shall be necessary to

carry out the provisions of this amendment.



CONSTITUTIONAL AND STATUTORY PROVISIONS
REGULATING THE RASSESSMENT OF PROPERTY
FOR TAX PURPOSES

Revised Statutes of New Jersey

54:4~1

All property real and personal within the jurisdiction of this State not
expresssly exempted from taxation or expressly excluded from the operation
of this chapter shall be subject to taxation annually under this chapter.
Such property shall be valued and assessed at the taxable value prescribed
by law. Land in agricultural or horticultural use which is being taxed
under the Farmland Assessment act of 1964, chapter 48, laws of 1964, ghall
pe valued and assessed as provided by said act. An executory contract for
the sale of land, under which the vendee is entitled to or does take posses-
sion thereof, shall be deemed, for the purpose of this act, a mortgage of
said land for the unpaid balance of purchase price, pPersonal property
taxable under this chapter shall include, however, only tangible goods and
chattels, exclusive of inventories, used in business of telephone, telegraph
and messenger systems, companies, corporations or associations subject to
tax under chapter 4, laws of 1940, as amended, and shall not include any
intangible personal property whatsoever whether or not such personalty is
evidenced by a tangible or intangible chose in action, except as otherwise
provided by section 54:4~20 hereof. Property omitted from any assessment
may be assessed by the county board of taxation, or otherwise, within such
time and in such manner as shall be provided by law.
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CONSTITUTIONAL AND STATUTORY PROVISIONS
REGULATING THE ASSESSMENT OF PROPERTY
FOR TAX PURPOSES

Revised Statutes of New Jersey

54:4-23

All real property shall be assessed to the person owning the same on
October 1 in each Yyear. The assessor shall ascertain the names of the
owners of all real property situate in his taxing district, and after
 examination and inguiry, determine the full and fair value of each parcel
of real property situate in the taxing district at such price as, in his
judgment, it would sell for at a fair and bona fide sale by private contract
on October 1 next preceding the date on which the assessor shall complete
his assessments, as hereinafter reguired; provided, however, that in deter-~
mining the full and fair value of land which is being assessed and taxed
under the Farmland Assessment Act of 1964, chapter 48, laws of 1964, the
assessor shall:consider only those indicia of value which such land has for
agricultural or horticultural use as provided by said act. For the purposes
of assessment, the assessor shall compute and determine the taxable value of
such real property at the level established for the county pursuant to law.

:
|
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Statement of Commissioner Anthony D. Andora

The study done by the New Jersey Property Tax Assessment Study Commission
and the inguiry into fiscal shock resulting from redistribution of the pro-
perty tax burden following revaluations has been a very comprehensive unaer-
taking. The Commission has spent approximately two years taking testimony

and studying reports from a variety of witnesses, not only from New Jersey but
from areas throughout the country.

T find myself in agreement with almost all of the conclusions and recom-
mendations made in the report of the Commission and am reluctant to dissent oY
disagree with any of them. However, I find myself gufficiently concerned as
to the fairness and constitutionality of the method of the phase-in encom=-
passed in recommendation number 9 and discussed on pages 70 through 77 of the
Report, that it is necessary to express these reservations. The proposal for
the phase-in of a revaluation program would lessen the burden on a property
that was under-assessed and which would sustain a sharp increase in the pro-
perty tax burden by 1imiting and spreading out the reductions on properties
that are over—assessed and which would be in line for a gsharp decrease in
their tax burden. The problem that I have with this proposal is that it
imposes on a property owner a tax burden in excess of that to which he should
be subject and which, indeed, may be in excess of the common ljevel of assess~
ments as imposed under Chapter 123 of the Laws of 1973 (NeJ+SeR,54:3-22 and
54:518-6). Such a property owner, thus is subject to discriminating treatment
to his financial detriment. This not only is unfair, but indeed, it may be
unconstitutional under the provisions of Article VIII, Section I, paragraph 1,
which calls for taxation by general laws and by uniform rules. Moreover, such
a taxpayer may be noc more able to pay his taxes than tne ones being sheltered
from “fiscal shock.”

In lieu of having & property owner bear the higher burden of taxation, I
suggest that the funds to subsidize the easing of the tiscal shock be obtained
from either an abolition of the property tax rebate program or from a changing
of the way that we approach the taxing or non-taxation of exempt properties.
The funds thus go obtained would be available to subsidize the phase-in.
Presently, municipalities may have large amounts of properties which are on
the exempt rolls either from state owned properties or those owned by a long
list of owners gualifying for exemptions under our state tax laws. See
NeJsSeA:eH4:4-33 et seq. This is freguently very true in urban areas which
have large amounts of their lands encumbered by non-productive activities from
an economic standpoint and, in addition, not bearing any of the burden of
taxation. If those entities are engagea in worthwhile activities, and in
almost every instance that is the case, then the burden of taxation for them
should be borne on a larger base than merely the municipal taxing district.

In the instance of state owned properties, the properties should bear their
fair share of taxation by being fully taxed on a fair market value basis the
same as all other properties. We cshould also look at a number of the other
clagsifications of tax exempt properties to see whether or.not the burden of
taxation should be borne on a larger basis throughout the state rather than be
imposed on the municipal taxpayers who are otherwise hard pressed in urban
areas. A combination of both of these sources, i.e., the area of exempt
properties and a modification of the propevty tax rebate program should pro-
vide sufticient funding to bear the burden of the phase=-in program which,
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under the Commission's Report would fall solely on property owners who are
presently over~assessed and who, obviously, should be cbtaining tax relief.
To impose that continued burden over the four-year period on such property
owners is unfair. It is for these reasons that I must dissent from those
particular conclusions of the Report and urge my colleagues on the Commission
to adopt the view espoused in this dissenting report.
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Statement of Commissioner Robert E. Ebert, CTA

I am going to confine all my remarks to the following items in the
Conclusions and Recommendations Section of this excellent report:

#10. There should be a limited program of state financial assistance for the
purpose of easing the phase~-in of a revaluation program for those municipal-~
jties which demonstrate the potential for severe fiscal shock (p.75) that have
a history of coefficient of deviation of over 25% for 2 out of 5 years and a
100% tax rate of over $3.50.

416, The Local Property Branch of the Division of Taxation should be recon-
stituted as & Division of Local Property Tax Assessment.

#17, B five-member Assessment Administration Review Board should be esta-
blished, Two of the members should be a member of a county board of taxation
and a present or former municipal tax assessor, both of whom should hold
Certified Tax Assessor certificates and should be appointed by their respec-
tive professional organizations. The remaining members should be appointed by
the Governor, the President of the Senate, and the Speaker of the General
Assembly, and no more than two of three should be members of the same politi~
cal party. All designees should have at least 10 years experience in the real
estate appraisal field, and they should be residents of the State of New
Jersey. ‘The Commission should adopt standards developed by the wvarious county
boards of taxation and the Division of Taxation and should hear appeals from
actions to remove assessment personnel or to revoke the license of a revalua-
tion firm.

#18, Should be deleted.,

#19, The various county tax boards, along with assessors in the various
counties, should develop standards for the minimum size of a tax assessment
jurisdiction. After having a hearing where the various communities should be
given an opportunity to express their thoughts, the Assessment Administration
Review Board should be empowered to order a consolidation of the tax assess-
ment function in municipalities which do not meet the standards. These
consolidations should take place as the office of assessor becomes vacant.

£20. A new program of State aid for local assessment administration should be
enacted, to cover one~third of the statewide cost of local assessment admine
igtration; this revenue to be a dedicated revenue to the assessor's budget to
meet the various standards deve loped.

#21. The Assessment Administration Review Board, from data supplied by the
pivision of Local Property Tax Assessment and the various county tax boards,
ghould develop standards for tax assessors' salaries, benefits, staff, office
space, equipment and other resources in the taxing jurisdictions of varying
sizes.

423, Where a municipality fails to meet standards for salaries, statf, office
space, equipment and other resources for the tax assessment office, and where
performance stanagards are then not met, the Assessment Administration Review
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Board should be empowered to provide for adequate funding of the tax assess-
ment office, with costs to be covered by withholding any State aid to which
the municipality is otherwise entitled, ‘

#24, County boards of taxation should become strictly tax appeal boards and
their administrative duties should be divided between the County Tax Adminis~
trator and the central staff of the Division of Local Property Tax Assessment.

#25, The CTA Certificate should be a requirement prior to the appointment of
the municipal tax assessor. All future appointees to the county tax boards
shall be a college graduate or have four years of proven appraisal experience;
within two years of their term, they should be holders of the CTA Certificate,
with removal from office if the certificate has not been obtained.

#25(a)-new. When a vacancy exists in the assessor's office, the appointing
authority should notify the County Tax Administrator and the Assessment Admin-
istration Review Board, Prior to appointment of an assessor, the appointing
authority should notify the County Tax Board of said appeointment to receive
their confirmation of such appeintment., In the event no appeintment is made
within a 30-day period, the Assessment Administration Review Board should,
within 30 days, make an appointment for a full four-year term starting with
the next July 1st, and establish a salary.

#28, The bivision of Local Property Tax Assessment should develop standards
of performance for municipal tax assessors, County Tax Board members, and
other assessment personnel.

#30. The Division of Local Property Tax Assessment, when requested, should
provide assistance to municipal tax assesscors in the appraisal of complex
properties and in the defense of tax appeals.

#31., The Division of Local Property Tax Assessment should develop standards
for computer~assisted mass appraisal systems.

$#36. The County Board of Taxation should be empowered to determine the need
for revaluations and to order that they be conducted and implemented.

#37. The Division of Local Property Tax Assessment should be empowered to
license revaluation firms and establish standards for their performance. The
County Board of Taxation should monitor the performance on a monthly basis and
recommend revocation of licenses, if justified, based on evidence to be sub-
mitted to the Assessment Administration Review Board for their approval.
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Statement of Commissioner Maureen Ogden

During the past two years the members of the New Jersey Property Tax
Assessment Commission have met on a monthly basis to take testimony from &
variety of individuals and organizations. We have also had an opportunity to
review a number of reports relating to our charge of seeking means to mitigate
fiscal shock from the redistribution of the property tax following revalua-
tions as well as analyzing methods of conducting and funding tax assessments.
While I agree with the majority of the recommendations, I do wish to include
geveral recommendations and dissents as set forth in the following paragraphs.

*A clear statement should be ijncluded in the "conclusions and recommenda-
tions" section that the delaying of municipal revaluations by passing
moratoriums is poor public policy. It is not in the best interests of
the state's citizens and should be strongly discouraged.

*The recommendation endorsing a state aid program for revaluation phase~
in (page v, recommendation #10: page 75) is incomplete. It does not
define which municipalities should be eligible for such a state aid pro-
gram, how much aid should be provided or how the state should pay for
the aid program. Without defining these particulars of a state aid
program, I believe it is inappropriate for the Commission to recommend

a program.

*The Commission's charge is to address fiscal shock as it pertains to
municipalities which have long delayed revaluation. Legislation should
be aimed at keeping property assessments as current as possible. There-
fore, I don't support the recommendation that every municipality be
given the option of gpreading the revaluation over four years unless
it is reguired for constitutional reasons.

*Recommendation 13 (page v) calls for the enactment of legislation re-
guiring all municipalities to levy user fees of property {taxable and
non-taxable) to cover the cost of public safety., The proposal stemmed
from the realization that the cities in the high-fiscal shock category
have a large percentage of exempt property. This recommendation repre-
sents a major change in state tax policy towards tax-exempt organiza~
tions such as religious organizations and non-profit associations.
Regquiring all municipalities to levy such user fees represents a major
change in the concept of municipal "home rule." While I would support
making a levy of user fees a municipal option, I cannot support manda t-
ing its use. '

*The report includes recommendations that property taxes should not
exceed 3% of property value (page g85) and that a state-funded circuit
breaker (page 97) be enacted to ensure that no taxpayer must pay more
than a specified percentage of gross income in property taxes. New
Jersey's property téx burden is a heavy one, and many Members of the
Commission felt compelled to address the broader issue of tax reform.

1 gissent from this view because I believe it takes the Commission
beyond its more narrow charge. "It shall be the duty of the commission
...to devise means to mitigate the impact om sound urban neighborhoods
of fiscal shock resulting from -a massive redistribution of the property
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tax burden in urban communities where reassessments had been lonig
delayed.”"

While I support the goal of reducing property taxes, the proposals
would regquire a major overhaul of the taxing and spending policies of the
State. Broad based issues of state tax policy, state aid and tax relief

fall in the province of the comprehensive study of the State and Local
Expenditure and Revenue Policy Commission.
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Statement of Commissioner Gerald R. Stockmank

My position with regard to the State and Local Expenditure and Revenue
Raising Policy Commission (SLERP) is a matter of longstanding public record.
Simply put, it is that the creation of that Commission was influenced more by
a desire to avoid d@ifficult fiscal issues facing this State than by a genuine
well thought-out plan to jdentify and develop viable answers to those issues.
The Commission is given too large a charge; is not adequately representative
of the citizens of this State; and key administration representatives with a
built in conflict of interest play too large a role in the life of the
Commission. For these reasons I must dissent from even the suggestion that
the Commission might be assigned the further task of monitoring the property
tax and the recommendations of our Commission.

*Commissioners Ebert and Harraka concur in this statement and also urge that
this Commission be continued.

.
_.
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