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P.L. 1989, CHAPTER 2, approved January 18, 1989

1988 Assembly No. 135 (Third Reprint)

AN ACT concerning the taxation of certain telecommunications
companies 3[, amending various secticns of statutory law] and
equipment, providing for the distribution of certain State
revenues, amending P.L.1980, ¢.105, P.L.1940, c.4 and
R.S.54:4-13, supplementing Title 54 of the Revised Statutes,

and repealing R.S.54:13-11 1, R.S.54:13-12, R.S.54:13-15 and
P.L.1952, c.3491.

BE IT ENACTED by the Senate and General Assembly of the
State of New Jersey:

1. Section 25 of P.L.1980, c.105 (C.54:32B-8.13) is amended to
read as follows:

25. Receipts from the following are exempt from the tax
imposed under the Sales and Use Tax Act:

a. Sales of machinery, apparatus or equipment for use or
consumption directly and primarily in the production of tangible
personal property by manufacturing, processing, assembling or
refining;

b. Sales of machinery, apparatus or equipment for use or
consumption directly and primarily in the production, generation,
transmission or distribution of gas, electricity, refrigeration,
steam or water for sale or in the operation of sewerage systems;

c. Sales 3{to a provider of telecommunications services to_the
general public for a feel? of telephones, telephone lines, cables,
central office equipment or station apparatus, or other
machinery. equipment of apparatus. or comparable teloamph

m_m___ﬁ for use directly and pﬂmamy m ranalvlna ot
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destination or initiating, transmitting and switching telephone
Yor)3  telegraph  3{communication] or __interactive
telecommunications service for sale to the general public3;

d. Sales of machinery, apparatus, equipment, building
materials, or structures or portions thereof, used directly and
primarily for cogeneration in a cogeneration facility, As used in
this subsection, "cogeneration facili’y" means a facility the
primary purpose of which is the sequential production of
electricity and steam or other forms of useful energy which are |
used for industrial or commercial heating or cooling purposes and
which is designated by the Federal Energy Regulatory
Commission, or its successor, as a "qualifying facility” pursuant
to the provisions of the "Pudlic Utility Regulatory Policies Act of
1978," Pub. L. 95-617. The 2[Commissioner of the Department
of Energyl Director of the Division of Energy Planning and
Conservation in the Department of Commerce; Energy and
£conomic_Development?, in consultation with the Director of the
Division of Taxation, shall adopt, pursuant to the "Administrative
Procedure Act,” P.L.1968, c.410 ;Q.52:14B-1 et seq.), rules and
regulations establishing technical specifications for eligibility for
the exemption provided in this subsection.

The exemptions granted under this section shall not be
construed to apply to sales, otherwise taxable, of machinery,
equipment or apparatus whose use is incidental to the activities
described in subsections a., b., c., and d. of this section.

The exemptions granted in this section shall not apply to motor
vehicles or to parts with a useful life of one year or less or tools
or -supplies used in connection with the machinery, equipment or
apparatus described in this section.

(cf: ‘P.L.1986, c.2686, 8.1)

2. Section 2 of P.L.1940, c.4 (C.84:30A-17) is amended to read
as follows: : '

2. Definitions: As used in this act, unless the context
otherwise M\ﬂm'

(a) "Taxpayer" means any person, copartnership, association or
corporation subject to taxation undar the pro.isions of this act,

(b) "Gross receipts” means all lintraatate! receipta from the
taxpayet's business over, on, in, through or ftom the whole of its
lines or mains lin this Stets!, excluding therefrom, however, any
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1 sum or sums of money received by any taxpayer in payment for
such portion of its products as may have been sold and fumished
3 to another public utility which is also subject to the payment of
a tax based upon gross receipts, 1{and excluding also}! m;;a:ip.ts
5 from the operation of autobuses!{. Gross receipts shall not
include any amounts paid by a telecommunications carrier to a
. 7 local exchange telephone company for connecting fees, s&;_t;:higg
charges and carrier access charges or receipts from the provision
9 of interexchange telecommunications service.], receipts MQ
telecommunicationss carrier to a local exchange telephone
11 company for connecting fees, switching charges, and carrier .
access charges, and receipts from the provisioning of interLATA
13  telecommunication services.1
(c) "Scheduled property” means only those classes or types of
15 property of a taxpayer set forth in section 7 of this act, and
which are to be used in computing the apportionment valuation
17 herein defined.
(d) "Unit value" means the value set forth in section 7 of this
19 act, to be uniformly applied to each of the several classes or
types of scheduled property in computing the apportionment
21 value.
() "Apportionment value" or "apportionment valuation”
23 means the result obtained by multiplying the quantities of each
class or type of scheduled property of a taxpayer by the
25 applicable unit value, and the addition of such results.
(f) "Public street, highway, road or other public place"
27 includes any street highway, road or other public place which is
open and used by the public, even though the same has not been
20  formally accepted as a public street, highway, roed, or other
public place.

31 (g) "Service connections"- A
(1) in the case of telephone, telegraph or other wire
33  communication facilities, means the wires connetting the
instrument or insttuments in the building ot at the place whete
‘ 36  the service supplied by the taxpaysr is ussd or dsliveted ot &
made available for use or delivery with a pole line, condult tine or
37  cable line in the strest, highway, road or other public plave, or
with such a pole line, conduit line or cable line oh private

39 property;
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(2) in the case of facilities of taxpayers subject to this act,
other than service connections as defined in (1) of this subsection,
means the wires or pipes connecting the building or place where
the service or commodity supplied by the taxpayer is used or
delivered, or is made available for use or delivered with a supply
line or supply main.

(h) "State Tax Commissioner” or "director" means the
Director of the Division of Taxation in the Department of the
Treasury. |

1) (i)' "Local exchange telephone company” means a
telecommunications carrier providing dial tone and access to
substantially all of a local telephone exchange.

1() "LATA" means a local access and transport area within
which a local exchange telephone company is permitted to
provide telecommunications service.!

{cf: P.L.1963, c.41, s.2)

3. Section 3 of P.L.1940, c.4 (C.54:30A-18) is amended to read
as follows:

3. (a) Every person, copartnership, association or corporation,
other than street railway, traction, sewerage, water, gas and
electric light, heat and power corporations, telecommunications
carriers other than local exchange tele e _compani
municipal corporations and corporations which are taxable under
chapter 291 of the laws of 1941, using or occupying public
streets, highways, roads or other public places by virtue of a
franchise or authority or permission from the State or any
municipality thereof, except consent, authority or permission for
the operation of autobuses or autocabs commonly called taxicabs,
ghall, in the year 1941 and annually thereafter, pay for the
franchise to use such public sireets, highways, roads or other
public places in this State an excise tax which shall, except as in
this act may be otherwise provided, be in lisu of any and all other
tax or taxes upon the franchise or franchises of such taxpayer.
The annual excise tax imposed on each taxpayer shall ba & sum
equal to 3% of such portion of the taxpayer's gtoas receipts s
the length of the lines ot mains of such taxpayer in this State
along, in or over any public street, highway, road or other public
place, exclusive of service cunnections, bears to the whole langth
of its lines or mains 1in_this Statel, enclusive of semvice
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connections. In case the gross receipts of any such taxpayer for
any calendar year shall not exceed the sum of $50,000.00 the tax
of such taxpayer for such calendar year shall be computed at the
rate of 2% instead of at the rate of 5%. Where any taxpayer
hereunder owns a]l of the capital stock of a subsidiary
corporation taxable under the Corporation Business Tax Act
(1945), the taxpayer may deduct from the tax otherwise payable
under this subsection (a) such proportion, not exceeding 50%, of
the franchise tax payable by the subsidiary for the same year as
the subsidiary's taxable net worth is to its entire net worth under
said act.

(b) In addition to the excise tax imposed in subsection (a)
hereof, every taxpayer hereunder shgll also pay annually to the
State for the franchise to operate and conduct business within the
State and to use the public streets, highways, roads or other
public places in this State, excise taxes as follows:

(1) A tax computed at the rate of 0.625% of such proportion of
the gross receipts of such taxpayer for the preceding calendar
year as the length of the lines or mains in this State, located
along, in or over any public street, highway, road or other public
place, exclusive of service connections, bears to the whole length
of its lines or mains lin this Statel, exclusive of service
connections. In case the gross receipts of any such taxpayer for
any calendar year shall not exceed $50,000.00 the tax on such
taxpayer for such calendar year shall be computed at the rate of
0.25% instead of at the rate of 0.625%.

(2) A tax at the rate of 0.6% upon the gross receipts of such
taxpayer for the preceding calendar year from its business over,
on, in, through or from its lines or inains in the State of New
Jersey.

(cf: P.L.1963, c.41, 8.3)

4. R.8.54:4-1 is amended to read as follows:

54:4-1. All property real and personal within the jurisdiction
of this State not expressly exempted from taxation or expressly
excluded from the operation of this chapter shali 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
Farmiand Asssssment Act of 1084, chapter 48, lawa of 1584, shall
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be 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 possession thereof, shall be deemed, for the
purpose of this act, a mortgage of said land for the unpaid
balance of purchase price. Persona! property taxable under this
chapter shall include, however, only tangible goods and chattels,
exclusive of inventories, used in business of local exchange
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. 1As used in this section,
"local exchange telephone company" means a
telecommunications carrier providing dial tone and access to
substantially all of a local telephone exchange.! 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. 1Real property taxable under
this chapter means all land @ improvements thereon and
includes personal property affixed to the real property or an
appurtenance thereto, unless:

a. (1) The personal property so affixed can be removed or
severed without material injury to the real property;

(2) The personal property so affixed can be removed or severed
without material injury to the personal property itself; and

(3) _The personal property so affixed is not ordinarily intended
to be affixed permanently to real property; or

b. The personal property so affixed is machine t 'y
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law.

The Director of the Division of Taxation in the Department of
the Treasury may adopt rules and regulations pursuant to the
provisions of the "Administrative Procedure Act,” P.L.1968,
c.410 (C.52:14B-1 et seq.) as may be deemed necessary to
implement and administer the p;'ovisions of this act.1
(cf: P.L.1986, c.117, s.1)

1[s. (New section) Chapter 4 of Title 54 of the Revised
Statutes is supplemented as follows:

As used in this chapter, "local exchange telephone company"
means a telecommunications carrier providing dial tone and
access to substantially all of a local telephone exclhange.]?

1f6.] 5.1 (New section) The Legislature shall appropriate
annually 2[,] the 3[amount] amounts3 hereinafter provided? for
payment to 3[the]3 municipalities of this State in replacement of
certain tax revenues previously paid to those municipalities
2[the], _The2 amount 2to be distributed to each municipality? as
2[hereinafter] provided for in this section? shall be determined
and certified by the Director of the Division of Taxation:

a. 1[An amount equal to the amount derived by subtracting
from the aggregate amount of local property taxes paid on
tangible personal property used in the business of telephone,
telegraph and messenger systems, companies, corporations or
associations subject to tax under P.L.1940, c.4 (C.54:30A-16 et
seq.) to the several municipalities of this State pursuant to
R.S.54:4-1 in 1984, the aggregate amount of local property taxes
derived therefrom and paid the several municipalities in 1988.]

2{Each municipality shall receive an amount equal to the amount
derived subtracting fiom the aggregate amount of local

property taxes paid to it on tangible personal property used in the

business of teleghone, telegraph and messenger systems,
mp_a_gig_s’ , _corporations or assoclatlggg subject to tax under

meumm
mmmm_q_s__mﬂatdt it _in_19881] ' mm.m&mmm
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section 4 of P.L.1976, c.73 (C.54A:10-i) or pursuant 1o
provisions of the annual appropriation act, as the cascAm\ be.
the amount due_any municipality is less than $1,000 M_i_h@_
amount shall not be distributed to that municipality and such
amount shall be redistributed in the same manner and proportion
among the remaining municipalities receiving payments.2

b. ![An amount equal to the amount derived by subtiacting
from the amount allocated to the several municipalities of this
State pursuant to the provisions of P.L.1940, c.4 (C.54:30A-16 et
seq.) in 1985, the aggregate amount so allocated pursuant thereto
in 1986.] An_amount equal to $6,500,000 for the purpose of
reimbursing municipalities for the loss of revenues from the
franchise tax 3apportioned3 under P.L.1840, c.4 (C.54:30A-16_et
seq.) 3.as a result of the amendments to sections 2 and 3 of
P.L.1940, c.4 (C.54:30A-17 and 54:30A-18) made in sections 2
and 3 of this amendatory and supplementary act3. This amount
shall be distributed to the municipalities 3[as provided . in
P.L.1940, c.4 (C.54:30A-16 et seq.)] in the same proportion as the
franchise tax collected from telecommunications carriers other
than local exchange telephone companies under subsection (a) of
section 3 of P.L.1940, c.4 (C.54:30A-18) was rtioned to
municipalities pursuant to section 9 of P.L.1840, c.4
C.54:30A-24) and section 2 of P.L.1980, c.10 (C.54:30A-24.1), i
the year prior to the year in which this section takes effect3.!

c. An amount equal to the aggregate amount of local property
taxes paid on tangible personal property used in the business of
telephone, telegraph and messenger systems by companies,
corporations or associations, other than local exchange telephone
companies, to the several municipalities of this State in the
year immediately preceding the year in which this amendatoty
and supplementary act becomes effectivel during the 198

calendar 1ear1 3This amount shell be _MME
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receiving at destination or initiating, transmitting and switchi
telephone or telgLaph communication, the amount to be used for
the enhanced 9-1-1 network as set forth in Assembly Bill: No.
1676 of 1988 shall not exceed $9,000,000.00 annually. If the rates
approved by the Board of Public Utilities result in charges to the .
State in excess of this allocation. it shall be adjusted
accordingly. 113

3(7. (New section) In making his certification of the amounts
required pursuant to section 1[6] 51 of this amendatory and
supplementary act, the director shall determine the amount to
which each municipality is entitled in replacement of the
revenues derived by those municipalities from thé local taxation
of certain tangible personal property pursuant to R.S.54:4-1 and
allocated thereto pursuant to the provisions of P.L.1940. c.4
(C.54:30A-16 et seq.) llprior to the effective date of this
amendatory and supplementary act]1.]3

3[8. (New section) 1[On or before October 15 of each vear,
thel Thel director shall certify to the State Treasurer the
entitlement due each municipality pursuant to the provisions of
this amendatory and supplementary act. The State Treasurer,
upon the warrant of the Director of the Division of Budget and
Accounting in the Department of the Treasury, shall annually pay
and distribute to each municipality its certified entitlement ir
four equal installments. The installments shall be payable
annually on March 1, May 1, August 1, and November 1 of each
year.]3

3[9.] 8.3 (New section) Notwithstanding the provisions of
chapter 4 of Titie 54 of the Revised Statutes, there shall be no
payment of the personal property taxes required by
telecommunications carriers other than local exchange telephons
companies that would be paid during the year in which this Yect]

sectiond takes effect, based on the prior January 1 assesyment
date of that property.
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tion (f) of section 15 of the Corporation Business Tax Ac:
(1945), P.L.1945 c.162 (C.54:10A-15) during the calendar y Jea_r in
which this section takes effect and the provisions of subﬁactinqd.
of section 5 of P.L.1981 c.184 (C.54:10A-15.4) shall not apj

such taxpayers during that year.3

Ya9] 31011 93 R.S.5413-11 Ifis]! ,  R.S.54:13-12,
R.S.64:13-15 and P.L.1952, c.349 (C.54:13-18) are! repealed.
1{10.] 3{11.1 This] 10._Section 1 of this act shall take effect on
the first day of the third month following enactment of P.L. ....
c. .... {now pending before the Legislature as Senate Bill No. 1511
or_Assembly Bill No. 1576) and sections 2 through 9 of this3 act
shall take effect January 1 next following enactment 3of P.L. ....
. .... {now pending before the Legislature as Senate Bill No. 1511
or Assembly Bill No. 1576) and this section shall take effect
immediately upon enactment of that act3.

£

PROPERTY TAXES
Communications and Broadcasting

Relieves certain telecommunications companies and other
businesses from certain business taxes, taxes certain sales of
telecommunications equipment and establishes a State aid
program to "hold-harmless” certain municipalities.
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ASSEMBLY, No. 1%
STATE OF NEW JERSEY

Introduced Pending Technical Review by Legislative Counsel
PRE-FILED FOR INTRODUCTION IN THE 1988 SESSION

By Assemblyman PENN

AN ACT concerning the taxation ¢f certain telecommunications
companies, amending various sections of statutory law,
supplementing Title 54 of the Revised Statutes, and repealing
R.S. 54:13-11.

BE IT ENACTED by the Senate and General Assembly of the
State of New Jersey: .

1. Section 25 of P. L. 1980, c. 105 (C. 54:32B-8.13) is
amended to read as follows:

25. Receipts from the following are exempt from the tax
imposed under the Sales and Use Tax Act:

a. Sales of machinery, apparatus or equipment for use or
consumption directly and primarily in the production of tangible
personal property by manufacturing, processing, assembling or
refining;

b. Sales of machinery, apparatus or equipment for use or
consumption directly and primarily in the production,
generation, transmission or distribution of gas, electricity,
refrigeration, steam or water for sale or in the operation of
sewerage systems;

c. Sales to a provider of telecommunications services to the
general public for a fee of telephones, telephone lines, cables,
central office equipment or station apparatus, or other
machinery, equipment or apparatus, or comparable telegraph
equipment, for use directly and primarily in receiving at
destination or initiating, transmitting and switching telephone or
telegraph communication; .

d. Sales of machinery, apparatus, equipment, building
materials, or structures or portions thureof, used directly and
primarily for cogeneration in a cogeneration facility. As used in

 EXPLANATION=<Matter @nclused in boldstaces bratkets tthus) in the
above 6111 is not enactsd and ts Ihtended to be ohitted in the Yaw.

Hitter undertingd LHus 18 naw mattee.
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this subsection, "cogeneration facility” means a facility the
primary purpose of which is the sequential production of
electricity and steam or other forms of useful energy which are

" used for industrial or commercial heating or cooling, purposes

and which is designated by the federal Energy Regulatory
Commission, or its successor, as a "qualifying Tacility" pursuant
to the provisions of the "Public Utility Regulatory Policigs Act
of 1978," Pub. L. 95-617. The Commissioner of the Department
of Energy. in consultation with the Director of the Division of
Taxation, shall adopt, pursuant to the ~Administrative
Procedure Act,” P.L. 1968, c. 410 (C. 82:14B-1 et s8q.), rules
and regulations establishing technical specifications for
eligibility for the exemption provided in this subsection. The
exemptions granted under this saction shall not be construed to
apply to sales, otherwise taxable, of machinery, equipment or
apparatus whose use is incidental to the activities described in
subsections a., b., c., and d. of this section.

The exemptions granted in this section shall not apply to
motor vehicles or to parts with a useful life of one year or less
or tools or supplies used in connection with the machinery,
equipment or apparatus described in this section.

2. Section 2 of P.L. 1940, c: 4 (C. 54:30A-17) is amended to
read as follows:

2. Definitions: As used in this act, unless the context
otherwise requires,

(a) "Taxpayer" means any person, copartnership, association
or corporation subject to taxation under the provisions of this
act.

(b) "Gross receipts" means all receipts from the taxpayer's
business over, on, in, through or from the whole of its lines or
mains, excluding therefrom, however, any sum or sums of money
received by any taxpayer in payment for such portion of its
products as may have been sold and fumished to another public
utility which is also subject to tha payment of & tax based upon
gross receipts, and excludmg alm reellpts mm thb ﬁm\m\ o?
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access charges or receipts from the provision of interexchang
telecommunications service.

(c) "Scheduled property’ means only those classes or types of
property of a taxpayer set forth in section 7 of this act, and
which are to be used in coniphting the apporticnment valuation
herein defined.

(d) "Unit value" means the value set forth in section 7 of this
act, to be uniformly appliéd to each of the several classes or
types of scheduled property in computing the apportionment
value.

(e) "Apportionment value” or "apportionment valuation”
means the result obtained by multiplying the quantities of each
class or type of scheduled property of a taxpayer by the
applicable unit value, and the addition of such results.

(f) "Public street, highway, road or other public place”
includes any street highway, road or other public place which is
open and used by the public, even though the same has not been
formally accepted as a public street, highway, road, or other
public place. )

(g) "Service connections" -

(1) in the case of telephone, telegraph or other wire
communication facilities, means the wires conng;cting the
instrument or instruments in the building or at the place where
the service supplied by the taxpayer is used or delivered or is
made available for use or delivery with a pole line, conduit line
or cable line in the street, highway, road or other public place,
or with such a pole line, conduit line or cable line on private
property;

(2) in the case of facilities of takpayers subject to
this act, other than service connections as defined in (1) of this
subsection, means the wires or pipes connecting the building or
place where the service or commodity supplied by the taxpayer
is used or delivered, or is made available for use or delivered
with a supply line or supply main. ,

(h) "State Tax Commissioner" or “director” means the
Director of the Division of Taxation in the Department of the
Treasury. ‘ |
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3. Section 3 of P.L. 1640, c. 4 (C. 54:30A-18) is amended to
read as follows:

3. (@) Every person, copartnership, association or corporation,
other than street railway, traction, sewgrage, water, gas and
electric light, heat and power corporations, telecommunications
carriers other than locsl exchange telephone companies.
municipal corporations and corporations which are taxable under
chapter 291 of the laws of 1941, using or occupying public
streets, highways, roads or other public places by virtue of a
franchise or authority or permission from the State or any
municipality thereof, except consent, authority or permission
for the operation of autobuses or autocabs commonly called
taxicabs, shall, in the year 1941 and annually thereafter, pay for
the franchise to use such public streets, highways, roads or other
public places in this State an excise tax which shall, except as in
this act may be otherwise provided, be in lieu of any and all
other tax or taxes upon the franchise or franchises of such
taxpayer. The annual excise tax imposed on each taxpayer shall
be a sum equ’al to 5% of such portion of the taxpayer's gross
receipts as the length of the lines or means of such taxpayer in
this State along, in or over any public street, highway, road or
other public place, exclusive of service connections, bears to the
whole length of its lines or means, exclusive of service
connections. In case the gross receipts of any such taxpayer for
any calendar year shall not exceed the sum of $50,000.00 the tax
of such taxpayer for such calendar year shall be computed at the
rate of 2% instead of at the rate of 5%. Where any taxpayer
hereunder owns all of the capital stock of a subsidiary
corporation taxable under the Corpdration Business Tax Act
(1945), the taxpayer may deduct from the tax otherwise payable
under this subsection (a) such proportion, not exceeding 50%, of
the franchise tax payable by the subsidiary for the same year as
the subsidiary's taxable net worth is to its entire net warth
under said act.

(b) In addition to the excise tax imposed in subasttion (a)
hereof, every taxpeyer hereunder shall also pay annually to the
State for the franchise to operate and conduct business Within
the State and to use tha public streets, highways, toads ot uther
public places in this State, axtise taxes as follows:
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(1) A tax computed at the rate of 0.625% of such proportion
of the gross receipts of such taxpayer for the preceding calendar
year as the length of the lines or mains in this State, located
along, in or over any public street, highway, road or other public
place, exclusive of service connections, bears to the whole
length of its lines or mains, =xclusive of service connections. In
case the gross receipts of any such taxpayer for any calendar
year shall not exceed $50,000.00 the tax on such taxpayer for
such calendar year shall be computed at the rate of 0.25%
instead of at the rate of 0.625%. ,

(2) A tax at the rate of 0.5% upon the gross receipts of such
taxpayer for the preceding calendar year from its business over,
on, in, through or from its lines or mains in the State of New
Jersey.

4. R.S. 54:4-1 is amended to read as follows:

54:4-1. All property real and personal within the jurisdiction
of this State not expressly 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, shall be 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 possession thereof, shall be deemed,
for the purpose of this act, a mortgage of said land for the
unpaid balance of purchase price. Personal property taxable
under this chapter shall include, however, only tangible goods
and chattels, exclusive of inventories, used in business of local
exhange 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 34:4-20 hereof.
Property omitted from any assessment may be axseased by the
county board of taxation, or otherwise, within such time and in
suich manner as shall bs provided by law.
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5. (New section) Cluptcr’ 4 of Title 54 of the Revised
Statutes is supplemented as follows:

As used in this chapter, "local exchange telephone company"
means a telecommunications carrier providing dial tone and
access to substantially all of a local telephone exclhange.

6. (New section) The Legislature shall appropriate annually,
for payment to the municipalities of this State in replacement
of certain tax revenues previously paid to those municipalities
the amount as hereinafter determined and certified by the
Director of the Division of Taxation:

a. An amount equal to the amount derived by subtracting
from the aggregate amount of local property taxes paid on
tangible personal property used in the business of telephone,
telegraph and messenger systems, companies, corporations or
associations subject to tax under P. L. 1940, c. 4 (C. 52:30A-16
et seq.) to the several municipalities of this State pursuant to R.
S. 54:4-1 in 1984, the aggregate amount of local property taxes
derived therefrom and paid the several municipalities in 1985.

b. An amount equal to the amount derived by subtracting
from the amount allocated to the several municipalities of this
State pursuant to the provisions of P.L. 1940, c. 4 (C. 54:30A-16
et seq.) in 1985, the aggregate amount so allocated pursuant
thereto in 1986.

c. An amount equal to the aggregate amount of local
property taxes paid on tangible personal property used in the
business of telephone, telegraph and messenger systems by
companies, corporations or associations, other than local
exchange telephone companies, to the several municipalities of
this State in the year immediately preceding the year in which
this amendatory and supplementary act becomes effective.

7. (New section) In making his certification of the amounts
required pursuant to section 6 of this emendatory and
supplémentary act, the director shall determine the amount to
which each municipality is entitled in replacement of the
revenues derived by those municipalities from the local taxation
of certain tangible personal property putsuant to R.S. Sa:d<i and
allocated thereto putsuant to the provisions of P.L. 1940, ¢, 1
(C. 84:30A-16 et seq) prior to the effective date of this
amendatory and supplementary act.
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8. {New sectionj On or before October 15 of each year. the
director shall certify to the State Treasurer the entitiement due
each municipality pursuant to the provisions of this amendatory
and suppiementary act. The State Treasurer, upon the warrant
of the State Comptroller, shall annually pay and distribute to
each municipality its certified entitlement in four equal
installments. The installments shal! be payable annually on
March 1, May 1, August 1, and Novem jer 1 of each year.

9. R.S. 54:13-11 is repealed.

10. This act shall take effect January 1 next following
enactment.

.

{QoNSORY,  STATEMENT

The purpose of this bill is to restructure the method of taxing
the telecommunications industry in New Jersey to reflect the
dramatic changes, both technological and structural, that have
occurred in that industry.

The provisions of the bill are fourfold, First, the current
exemption afforded the sale or leasing of telephone or
telecommunications equipment is eliminated. Second, certain
interexchange telecommunications companies would no longer
be subject to the gross receipts and franchise tax. Third, the
business personal property of certain interexchange and
interstate telecommunications companies would no longer be
subject to local taxation. Fourth, a revenue replacement

program, funded by annual State appropriations, would -

"hold-harmless” the municipalities of this State from suffering
any loss in revenues as a result of the tax changes undertaken
pursuant to the provisions of the bill.

PROPERTY TAXES
Communications and Broadcasting

Provides for an altemative method of taxing certain
telecommunications companies and establishes a revenue
program to “hold-harmless” municipalities.

——




ASSEMBLY TRANSPORTATION AND
COMMUNICATIONS COMMITTEE

STATEMENT TO

ASSENELY, Ko. 1%

with Assembly cominittee amendments

STATE OF NEW JERSEY
DATED: JANUARY 21, 1988

The Assembly Transportation and Communications Committee
favorably reports Assembly Bill No. 135 with amendments.

As amended, this bill would restructure the method of taxing
the telecommunications industry in New Jersey to reflect the
dramatic changes, botk technological and structural, that have
occurred in that industry.

The provisions of the bill are fourfold. First, the current

exemption afforded ihe sale or leasing of tclephone or

telecommunications equipment is eliminated. Second, certain
interexchange telecommunications companies would no longer be
subject to the gross receipts and franchise tax. Third, the
business persongl property of certain interexchange and
interstate telecommumications companiés would no longer be
subject to local taxation. Fourth, a revenue replacement
program, funded by annual State appropriations, would
"hold-harmless” the municipalities of this State from suffering
any loss in revenues as a result of the tax changes undertaken
pursuant to the provisions of tne bill.

This bill was pre-filed for introduction in the 1988 session
pending technical review. As reported the bill includes the
changes required by technical review which has been performed.
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ASBEMBLY APPRGPRIATIONS COMAMGTTEE
STATEMENT TG
[FIRST REPRINT]

ASSEMELY, Na. 1%

with Assembly committee amendments
STATE OF NEW JERSEY

DATED: MAY 23, 1988

The Assembly Appropriations Committee favorably reports
Assembly Bill No. 135 (1R) with committee amendments. '

Assembly Bill No. 135 (1R), as amended, has several major
provisions that restructure tha method of taxing the
telecommunications industry in New Jersey. First, the current
exemption for the sale or leasing of telephone or
telecommunications equipment to the general public is
eliminated. Second, certain interexchange telecommunications
companies would no longer be subject te the public utility gross
receipts and franchise tax. Third, the business personal property
of certain interexchange and interstate telecommunications
companies would no longer be subject to local property tax on
tangible personal property. Fourth, a revenue replacement
program, funded by annual State appropriations, would make a
per capita distribution to municipalities as well as a distribution
for any loss in revenues as a result of the changes of local
property taxes paid on tangible personal property and changes in
the public utility franchise tax base. Finally, a tax on certain
public utility corporations, not subject to the public utility gross
receipts tax, is repealed.

FISCAL IMPACT )

In a fiscal note on this hill, the Division of Taxation estimates
that the bill provides for annual net revenue increases of $29.0
million to the State and annual revenue losses of $21.0 million to
municipalities. The revenue changes are as follows:

Revenue Change {$ millions) State Local
1. Corporation Business Tax $ 35 $-
2. State Business Personal

Property Tax 1.0 -
3. Eliminate Telephone Sales

Tax Exemption 32.0 -
4. Public Utility Taxes ~7.5 -14.56
6. Local Business Personal

Property Tax - -8.6

Net Revenue Changes $20.0 $721.0
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The division estimates thnt': the telscominumications companies

would be subject to the corporation business tax as they would'

become exempt from certain public utility taxes.

The annual mandated revenue replacement by the State to
municipalities, as provided for in the bill, as amended, is
estimated to be $29.5 million.

COMMITTEE AMENDMENTS

The committee amendments allow $18.5 million to be
distributed to municipalities in the same manner and the same
proportion as moneys distributed as State general revenue sharing.

2 ORI =




FISCAL NOTE TO
[FIRST REPRINT]

ASSEMBLY, No. 135
STATE OF NEW JERSEY

DATED: MAY 11, 1988

Assembly Biil No. 135 (1R) of 1988 has several provisions that
restructure the method of taxing the telecommunications industry in
New Jersey. The bill allows for the elimination of the sales tax
exemption on the sale or leasing of telephone or telecommunication
equipment to the general public. In addition, interstate
telecommunications companies would no longer be subject to certain

public utility taxes nor be subject to the local property tax on
tangible personal property. The bill provides for a revenue
replacement program, funded by annual appropriations, that would
"hold harmless" municipalities from revenue losses as a result of the
changes in local personal property tax and the public utility tax bases
provided for in this bill, as well as changes in the local personal
property tax base which occurred in 1985.

The Division of Taxation estimates that the bill provides for
annual net revenue increases of $29.0 million to the State and annual
revenue losses of $21.0 million to municipalities. The revenue
changes are as follows:

Revenue Change ($ millions State Local
1. Corporation Business Tax . $3.5 $-
2. State Business Personal
Property Tax 1.0 -
3. Repeal Telephone Sales Tax
Exemption 32.0 -
4. Public Utility Taxes -7.5 -14.8
6. gocal qurness Personal
roperty Tax — =58
Net Revenue Changes $29.0 $-21.0

The division estimates that the telecommunications companies
would be subject to the corporation business tax as thay would
become exempt from certain public utility taxes. The divisicn states
that the estimated increase in the State business perscnal property
tax represents information furnighed by the industry, but notes that
the tax does not apply to property acquited after 171777, The annual
mandated revenue replacement by the State to municipalities, 8
provided for in the bill, is eatimated to be $28.8 million.
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The Office of Legislative Services concurs.

This fiscal note has been prepared pursuant to P.L. 1880, c. 67.




SENATE REVENUE, FINANCE AND APPROPRIATIONS
COMMITTEE

STATEMENT TO
[SECOND REPRINT]

ASSEMBLY, No. 13

with Senate committee amendments

~ STATE OF NEW JERSEY

DATED: OCTOBER 20, 1988

The Senate Revenue, Finance and Apprapriations Committee
reported Assembly Bill 135 (2R), with committee amendments,
favorably.

Assembly Bill No. 135 (2R), as amended, has several major
provisions that restructure the method of taxing the
telecommunications industry in New ]ersey. First, the current
exemption from the sales and use tax for the sale or leasing of
telephone or telecommunications equipment to the general public is
eliminated. Second, certain interexchange telecommunications
companies would no longer be subject to the public utility gross
receipts and franchise tax. Third, the business personal property of
certain interexchange and interstate t{elecommunications companies
would no longer be subject to local property tax on tangible personal
property. Fourth, a revenue replacement program totalling $29.5
million, funded by annual State appropriations, would make a per
capita distribution to municipalities, as well as a distribution for any
loss in revenues as a result of the changes of local property taxes
paid on tangible personal property and changes in the public utility
franchise tax base. Finally, a tax on certain public utility
corporations, not subject to the public utility-gross receipts tax, is
repealed.

This bill, as amended, is identical to S-2162, as amended.

COMMITTEE AMENDMENTS

The committee amendments are technical in nature, clarifying
the removal of the sales tax exemption for telephone equipment and
clarifying the distribution methodology for the State aid payments to
municipalities, The committee amendments also add provisions at
the request of the Division of Taxation to clarify the initiel tex
treatment of certain telecommunigations carriers under the State
business pacsonal property tax and the corporation Business tax,




FISCAL IMPACT

In a fiscal note on this bill, the Division of Taxation estimates
that the tax restructuring and municipal revenue replacement
provides for an annual net revenue increase of $100,000 to the State
and $16.5 million to municipalities. The revenue changes are as
follows: '

Revenue Change {$ millions) State Local
1. Corporation Business Tax $ 3.5 $ -0~
2. State Business Personal

Property Tax 1.0 -0-
3. Repeal Telephone Sales Tax

Exemption 36.0 -0-
4. Public Utility Taxes -3.6 -6.5
5. Local Business Personal

Property Tax -0- 4.8
6. Reimbursement to

Municipalities -11.3 11.3
7. Shortfall Distribution -16.5 16.5

Net Revenue Changes $9.1 $16.5

9-1-1 General Fund Account
(up to $9.0 million) -9.0

Net Revenue Changes
(Including 9-1-1 Account) $01 $16.5
The division estimates that the telecommunications companies
would be subject to the corporation business tax as they would
become exempt from certain public utility taxes.
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[CORRECTED COPY]
SENATE REVENUE, FINANCE AND APPROPRIATIONS
COMMITTEE

STATEMENT TO
[SECOND REPRINT)

ASSEMBLY, No. 135

with Senate committee amendments

STATE OF NEW JERSEY

DATED: OCTOBER 20, 1988

The Senate Revenue, Finance and Appropriations Committee
reported Assembly Bill No. 135 (2R), with committee amendments,
favorably.

Assembly Bill No. 135 (2R), as amended, has several major
provisions that restructure the method of taxing the
telecommunications industry in New Jersey. First, the current
exemption from the sales and use tax for the sale or lessing of
telephone or telecommunications equipment to the general public is
eliminated. Second, certasin interexchange telecommunications
companies would no longer be subject to the public utility groes
receipts and franchise tax. Third, the business personal property of
certain interexchange and interstate telecommunications companies
would no longer be subject to local property tax on tangible personal
property. Fourth, a revenus replacement program totalling $20.8
million, funded by annual State appropriations, would make a per
capita distribution to municipalities, as well as a distribution for any
loss in revenues as a result of the changes of local property taxes
peid on tangible personal property and changes in the public utility
franchise tax base. Finally, a tax on certain public utility
corporations, not subject to the public utility gross receipts tax, is
repealed. '

This bill, as amended, is identical to S~2182, as amended.

1'In oommnm amendmmu are technical in nature, claritying
the removal of the sales tax exemption for telephone equipment end
clerifying the distribution methodology for the Stete ald paymunts W
mmicpalitios. The committes amendmonts ale 968 provisiom &t
the request of the Division of Teration to clarify W thivl wen
troutment of certain telecommunications carvisne uder Q% v
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ISCAL IMPACT ’
In a fiscal note on this bill, the Divigion of Taxation estimates
that the tax restructuring and municipal revenus replacement
provides for an annual net revenue increase of $100,000 to the State
~and $18.5 million to municipalities. The revenue changes are 85
~ follows:
Revenue Change ($ millions) State Local
1. Corporation Business Tax $ 35 $-0-
2. State Business Personal
Property Tax 1.0 -0-
3. Repeal Telephone Sales Tax
Exsmption 36.0 -0-
4. Public Utility Taxes -3.6 -8.5
8. Local Business Personal
Property Tax -0~ -4.8
6. Reimbursement to j
Municipalities ~-11.3 113 i
7. Shortfall Distribution -18.5 16.5 ;
Net Revenue Changes $9.1 $16.5
9-1-1 General Fund Account
(up to $9.0 million) -9.0 .
Net Revenue Changes
(including 8-1-1 Account) $01 418.5

The division estimates that the telecommunications companies
would be subject to the corporation business tax as they would
become exempt from certain public utility taxes.
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OFFICE OF THE GOVERNOR

NEWS RRLEASE TRENTON, N.J. 08625

Releaase:

CN-001
Contact  JOHN SAMERJAN THURS., 1/19/89
609-292~8956 OR §09-292-6000 EXT. 207

Governor Thomas H. Kean yesterday signed a two-bill package establishing
a statewide emergency 911 telephone system which will greatly enhance the
state's emergency response capabilities.

"] applaud the sponsors of this important legisiation,"” Governor Kean
stated, "A 911 sysiem will simply save lives. New Jerseyans in distress will
now have a statewide response system in piace in case of emergvﬁcy."

The system will utilize a network of "Public Safety Answering Points" with
specialized computers to receive 911 calls and locate their source. The cal}
will them be rcuted to the appropriate emergency response agency nearest toc the
location of the call.

The system will be paid for, a cost of $9.25 million, by imposing a six
percent sales tax on telephones.

A-133, sponsored by Assembly‘man John Penn R-Somerset and Senator John
Lynch, D-Middlesex imposcs the sales tax on telephones to pay for the system.

A-1576, sponsored Dby Assemblyu;m John Bennett, R-~Monmouth,
Assemblyman D. Bennett Mazur, D-Bergen and Senator Daniel Dalton,
D~Camden, =appropriates $9.25 million from the phone tax to establish the 211

system.
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Governor Thomas H. Kean
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