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SENATE CONCURRENT RESOLUT]ON No; 64 g

o, l\Dl—‘w it o

© 0 N o ot_"'

Lt
RB

T CI mw 8 =

Pres1dent of the Senate" as follows three members of

ot
‘O

ot

[OFFIOIAL COPY REPRIN T]

'I‘“-Revenue Fmance and Appropnatlons Commlttee no ’m ,re than" _‘
-"ftwo of Whom shall be of the same pohtleal party and three other N
Zmembers of the Senate, no more than two of whom shall be of the R
N same pohtlcal party Slx_-members shall be appomted by the

Speaker of the General Assembly as follows ‘three membels of"_f-'v

‘the Assembly Taxatlon Comm1ttee, 10 more than two of Whom. o _ _v .
: shall be of the same poht]cal party and: three other members of o PR
the General’ Assembly, no more than two of whom' ‘shall be of the
".'same pohtlcal party Vaeancres in the membersh1p of the com- . o

‘ mlttee shall be ﬁlled in the ‘same manner as the onglnal appomt- R

: ments Were made ' a : .

2 The cormmttee shall orgamze as soon as may be after thev

appomtment of 1ts members and shall select a chalrman from among' o ‘
its members and a secretary Who need not be a member of the T
'eomm1ttee ' - ' I '

3. It shall be the duty of the eommlttee to assess, evaluate and‘ :

: 'revrew the “tax reform proorram of 1976 ” mcludlng, but not hm1tedf L
) to, the New J ersey Gross Ineome Tax Act the. Tenants Property» e TR
,Tax Rebate Act the homestead rebate law, the State Revenue“” U

, Sharmg Act of 1976 the ]aws lmposmg 11m1tat10ns on State, county.i s o |
’::and mumclpal expenchtures, the commuter tax act amendments_'f,-}
;and supplements to the foregomg and any other laws relatmg to s
s EXPLANATION—Mauer enclosed in bold- faced brackets [thus] in the above lnll‘ e T

L ls not enacled and is intended to be omlned in the law

BE rr RESOLVED by the Senate and Geneml Assembly of the State,'_‘}: ., y jv, Lo =
.‘of New Jersey ' : R o
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~ SUMMARY REPORT OF THE =
JOINT COMMITTEE ON TAX. POLICY

The Jo1nt Committee on Tax Pollcy was created pur-

:suant to Senate Concurrent Resolutlon 64 of 1978 direoting thei
iComm1ttee to rev1ew and evaluate the Tax Reform Program of 19765:f:”
:and the 1mpact of that program 1n all 1ts elements upon State,
-jCounty and Mun1c1pa1 Government The J01nt Comm1ttee organlzedﬂ

on Apr11 24 1978 and elected Senator Perskle as Chalrman and Sl

Assemblyman Van Wagner as V1ce Chalrman , At that t1me the

Chalrman d1rected the staff to develop a format w1th1n whlch

”the Commlttee would operate and to develop a schedule for a v_7""

']serles of publlc hear1ngs throughout the State

" It was proposed to the Chalrman subsequently, that

_'the areas of study were suff1c1ent1y broad that the Commlttee

should be dlvided 1nto three subcommlttees Ele as to allow more

b'fﬁthorough 1nvest1gat10n The Commlttee agreed to th1s recommen-vt[{w

datlon and the Chalrman app01nted three subcomm1ttees as follows

o Subcommlttee #1 - State Pr0perty Tax Rellef Fund ‘“f

'r‘Cha1rman - Assemblyman Karcher

iiMembers - Assemblyman Albanese, Senators Persk1e“j7»*f

'~ff'Subcomm1ttee #2 “ State General Fund

'.Chalrman~— Senator Yates -

;Membersﬁ - Assemblyman Brown,.Senatorstorséy”andef,'"’"‘

":Subcommlttee #3 - Local Government

rChalrman - Assemblyman Kavanaugh

Members ‘— Assemblyman Van Wagner ASSéfw;;r‘
| - McConnell, and Senator Sheil



The work of the Commlttee has been d1v1ded 1nto two>A

’ “»j;functlons, that of staff research and that of publlc hearlngs

ijtaff research was dlrected toward the|ana1ys1s of the varlous ,

uf’elements represented by the three subcommlttees to determlne the

R effect of the Tax Reform Program and 1nc1uded the ana1y31s of a 't.j,“‘

3 survey conducted to measure the 1mpact|of the local "cap"‘law ff%’

‘fon the State s mun101pal1t1es The pub11c hear1ngs were d1rected

f toward rece1v1ng the testlmony of both publlc and prlvate 1n- f”:’y”

’leVlduals as to the 1mpact of that program and thelr v1ews as

" to. what changes mlght be affected to 1mprove‘1ts operatlon

In the course of 1ts dellberatlons the J01nt Com—

‘m1ttee held eleven publlc hearlngs throughout the State attendedgﬁ:«_=

> R

"v“fby a very broad cross sectlon of 1nd1v1dualsw organlzatlons and

A

PR P

N . ! B
{ b
-

' publlc offlclals gyr“.. SR
ThlS report therefore represents a comblnatlon of

A:data developed as a result of staff study, and that result1ng ,_:1f:,'

S

o jfrom the testlmony del1vered at the puullc hearlngs

'%“ffRev1eweof the Tax Reform Program of 1976wpp_

The;Tax Reform Program of 1976Rwas de31gned to meet

’two spec1f10 goals - one mandated thefother deemed equltable

> B

. 1 -
-.The mandate was 1n the form of court dlrectlon to prov1de a more_

'}equltable d1str1but10n of funds for thetsupport of the publ1c

i 1
- schools The other was a means whereby property taxes could be

‘“:substantlally reduced 1n the State The form taken to meet both ’

7of these was the enactment of the New Jersey Gross Income Tax

At th1s p01nt 1n t1me, after three years experlence»”

. \

w1th the results of the program< 1t 1s necessary to begln

0

f
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LY

}the State

'fsto exam1ne Whether these goals have been met It appears to beflT
~,qu1te obv1ous that the answer in both 1nstances is that they

'.f_have been accompllshed

The fundlng of Chapter 212 P L 1975 -= commonly

anown as the "T & E" leglslatlon == obv1ated the necessity to w:~tdn
lf:ralse 1ocal property taxes to meet the Supreme Court mandate
: and State support as a percentage of the funds for the publlc
fschools has sllghtly exceeded the 40 percent plateau wh1ch wasibf"'v

Athe goal

General property tax rellef has been accomp11shed

1n two ways, flrst by an outr1ght reduction 1n the amount of t"

‘.'property taxes ralsed throughout the State in the year follow1ng i
Athe enactment of the program and second by the Homestead Re—'“

bate program Whlch has dlstr1buted prOperty tax rebates to home;::-{

owners 1n excess of one quarter b1111on dollars annually

Thus, the comblnatlon of general tax reduct1on

| the decrease 1n the re11ance upon property taxes for the pub—
o 11c schools,_and the d1rect property tax rebates have resulted :;f};

f1n de-emphas121ng property taxes in New Jersey

Although the fund1ng of the T & E program and the‘;v

‘ngomestead Rebate program perhaps are the key elements 1n theig,}l'
: fTax Reform Program, there were numerous other elements Wthh
',_have contrlbuted both to malntalning a lesser re11ance uponbh‘

,the property tax and to promotlng the economlc well belng of Q,f

e The Revenue Shar1ng Act has remalned at a constant-”

T$50 mllllon annually However the actual return to the mun1c—1‘

1pa11t1es 1s almost double that amount for w1th1n the terms off
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":jthat Act mun1c1pal1t1es are re1mbursed for the full cost of

|
A .
(
1

s A . 4 S
;('senlor c1t1zen deductlons and Veteran deduct1ons whlch prlor T

LA

*}to 1ts passage were borne?by the 1oca1 taxpayer Perhaps as el e

‘ }1mportant as the reduction.ln local property taxes resultlng

“~'gfrom the assumptlon ofvthe senlor 01t1zen and veteran deduct1ons .

”“l iequlpment was cons1dered at the tlme of’1ts passage a key ele—z‘”‘h

Uy ment 1n the program _ Slmllarly, a. repea1~of the Un1ncorporated

. to bus]_neSS oy ‘f> 1 .:._‘.:;, T

g o

oy

“’y-assumptlon”of costs mandated bY State law, whlch has long been

:?asought*byilocal offlclals

i s i i [ ; )
4o - oo ! R

Perhaps the only element of the*progfam'Whichfhas'ﬁ’”'

‘xkvhnot had much success 1s that of the Tenants' Property Tax Re—ﬂf‘

'Much f the problem 1n th1s element of the program 1s glﬂfm‘.
. property tax structure

ctlon of'taxes~doeS'not. |

|

s typ of program._;lt“

S

ent approach may be

d1rect beneflts than 1s hvlif"

_‘..j'
i
1

"i;v1101zed 1n the Tax Reform

at;least }tithls po1nt 1n t1mek were the benef1ts to T

st1mu1at1ng bus1ness

—‘.‘ )
4

igrowth the repeal of the sales tax on bus1ness mach1nery and

R

Do

;.Bu81ness Tax the Reta11 Gross RecelptSfTax;fand the phas1ng out

@ -

'syof the Bus1ness Personal Property Tax were addltlonal beneflts j‘f”v"'

Desp1te the substantlal benaflts from the repeal ofgi*'

»

f;the sales tax on bus1ness machlnery and\equlpment the Un1ncor—ff’"’




(¥,

9

)

porated Bus1ness Tax and the Reta11 Gross Recelpts Tax Cand

_the phas1ng out of the . Bu51ness Personal Property Tax 1n termsi?t e
1;_of dollars, what is seldom cons1dered 1n terms of beneflts to
*bu51ness under the Tax Reform Program is that business in gen;fiy?lfi“
"eral beneflts whenever property taxes are offset or reduced -

' fggTherefore, the only major element of the total program in whlch

-bus1ness does not beneflt dlrectly 1s the Homestead Rebate

1

program.

Dur1ng the course of 1ts hearlngs as well as o

"through 1etters d1rected to the Commlttee, there have been u'

'vmlnor complaints d1rected at the Homestead Rebate program Al- %‘;

il

though to an 1nd1v1dual the complalnt may not be a m1nor one,'

-when one cons1ders the magnltude of the program the d1ff1cu1t1es;

are relatlvely m1nor 1n the overall evaluat1on of that program

It is the cons1dered op1n10n of th1s Jo1nt Commlttee

':that the: Tax Reform Program has had a salutary effect upon prop—'

erty taxes in- the State and at the same t1me has had an effect

'upon government'expenditure~ Th1s 1s not to say that there are
-1not flaws wh1ch 1n tlme must be addressed but at thls po1nt an 5
’ overall V1ew of the program 1ndlcates that no s1gn1flcant changes‘

| 'should be made in any of 1ts elements
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FINDINGS AND RECOMMENDATIONS OF THE
JOINT COMMITTEE ON TAX POLICY

'”f, A STATE PROPERTY TAX RELIEF FUND

:I7The Property Tux Relzef Fund has met zts zk'tzal gans and Iu;‘
r_IZegtsZattve zntent Q‘pﬂAﬁ;_.,,~>'ﬂ S . i

. fThe Hbmestead Rebate program:has functtoned in the manner.

expected upon enactment: The Committee ‘recommends contﬁnu-;fI"

’“vatzon of thts program tn Tts current fbnw

The senior and dzsabled czttzen and veterans property tax

° deduction programs: have been. suocessful The Committee o

f,:recommends the expansion of the senior and disabled citzen
 property tox deductton program as afprﬁorzty cZaTm on any
f.ffuture PTRF revenues e A o

.I.The dzstrzbutton of revenue: sharﬁng funds on a per captta :

“'5v,baszs is found to be a faiv-and equitable method. The

.. Committee recommends conttnuatton of thts program Tn zts f";vI"

'~v'current fbnw

;::The GeneraZ Fund contrabutzon to atd to educatzon thZ not
* decrease to the 1976 levels under any reasonable tnaome tax
‘ growth assumptton, by 1985 :

;LTThe PTRF wTZZ not have the capaczty to replace a stgnzf%cant 5F°:‘

e portzon of revenue lost as. a result of repeaZed taxes at any ;ﬁxv;.l'

' _tzme zn the fbreseeable fUturef-

{fCAssumzng a 13 percent grawth rate Tn Tnaome tax revenues, the;l: }fv.
- . PIRF. will have ‘sufficient: resources to stabilize the General =~
- Fund azd to educatton at the 1980 ZeveZ by ftscal year 1982

vi;AfBegznnzng in f%scal year 1983 conszderatzon can be gtven to 5;1:;;15""'

- new and expanded property tax reltef programs

. ,As noted the Cbmmtttee reaommends that the ftrst prtortty o
- for empanded property tax reZtef programs-be to.-increase the o
. property tax deduction for senior and disabled citizens. TheT_

':I,Cbmmwttee recommends ‘that the second priority for property

- tax relief programs should be State assumptzon of county ’_ﬁ'
']-welfare, eourt and prosecutor s of?%ce costs o

"g B STATE GENERAL FUND

The hzgh rate of General Fund expendztures growth experzeneedf?” -
- through the 1960s'and eaPZy 1970s has moderated. Curremtly,
~ General. Fund expendztures as.a peraent of personal zncome are:?

: Zower than they werev@n 1974 RS L s

‘gu~The State ewpendzture mita “on Zaw and the stabz2$zatzon of;gf
- the General Fund port on td‘toheducatzon wTZZ exert o



:pf'conStderabZe zanuence in moderattng GeneraZ Fund expendtture f B
‘;;growth through the mtd 19803. ;-» T _

';',‘fﬁDurzng the high expendpture growth perpod of the 19603 and ",
. early 1970s, General Fund revenues kept pace with expenditures - -
';?‘"through rate changes rather than znherent growth a
\ B

. Because of the overaZZ tneZasttctty of the revenue system that:*
. supports the General Fund, it is expected that revenues will =~

“grow at a rate below that of the State's economy. An avergge
- annual revenue growth rate in the revenues supporting the AR
. General Fund of 6 to 7. percent ts anttcppated through the D
P _mtd 1980s. . | . . : :

1The Commt ££45- finds that wtth good management the 6 to 7 per—f;. =
o cent vate. of revenue - growth can maintain the currvent level of
- State.services. :It. szZ not. be expected howeverg to provtde .
; sufficzent revenues fbr new and expanded State servtces

“~d?wLOCAL GOVERNMENT

f‘y°f;~f1t dbes not appear “that the "cap" Zaw needs any szgnpficant o
S amendment wzth regard to the base on. whpch the "cap"zs tmposed,‘

."j.The bZendtng of restratnt and fZextsztFy fbund in the "cap" ‘
. law i adequate. to controZ property tax increases: and take
. sufficient cognizance of the needs of dhe governtng body to

o provtde necessary servtces to tts restdents.u{,;

f.';vThere is substanttal evtdence that the\"cap" Zaw has arrested
i Q*the growth in prcperty taxes.:y;_‘-‘ ob

“‘hg;ﬂf'The general consensus of ZocaZ offictals 18 that the Legtslature
S ‘}should be aware of the beZowtng pressures or ctrcumstances

KRN i ‘ - ;

. ﬂ;;d{:ﬁA rate of tanatton commonZy predtcted to range f?om 7 EERE
Vi ko 9 percent through the mid 29803,5 fel A e

EEEI “u__fi‘ebgf‘Fenston, insurance and uttltty cost tncreaseS-which‘con-5
S sume @ substantial portton of the allowable increase in:
e {4“’<fjexpendtture or Zevy, R A _m‘_,,; _¢n=.1“sfﬂ '

,c;f:FederaZ and State mandated costs whtch must be met wzthtn
L the 'mep" Ztmtt .g'ﬂ“f_ 'gfi . e R
g 1

|

: d. LOSS Of non_ppopepty tax revenue

. The Commtttee recommends adoptton of 373146 (OCR) concerntng the S
- Mggp! referenda procedures, and the Assembly Committee Substitute
.. for A-3227 which mepts rate tncreases’fbr certatn State mandated
L costs to 5 percent 3_"‘1}~\g.»_,vw ~;~‘ ‘ -
“ .. The Commttee recommends amendnents to ,the "cap ¥ Zaw to. accompltsh
L the beZowtng R AR S5 Rl R ‘

1

‘

) i

RS N ; . 1
|

|

|

i

o

oL
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blﬂ?é.w‘P@rmzt capztal expendztures to be made outszde the'bap "

'  ?5£  Permit program expendztures whzch are rezmbursed by Fedenal

‘-:State or other funds to be made outstde the'bap "  ;3;

.'v e; Provzde a more preczse definztzon of the type, ‘review and

- approval process: for emergevicy approprzatzons whzch may be ﬁ‘T
‘funded outszde the "aap o B o s N

‘ d;"DeZete from the statute the provtszon fbr "uncapped" manic=. :

_ zpalztzes.

7v_é;’_AZZow county. governments the exemptzons f?om the'Lap” now

o favazZabZe to muniecipalities fbr programs funded tn whole o
‘ror in part by Federal or State funds ‘

‘AZZ of" these amendhents are. zntended to be a further cZarzficatton R
. or restatement of legislative intent and are not destgned or in- .. .
L tended to reZax the S percent szttatzon ' :

. vThe Commtttee recommends that a study of znsurance costs. and methods g
" be-undertaken to determzne the jbaszbzlzty and advzsabzlﬁty of =
muntczpal serLGsurance._y ’ :

(

| The Commﬂttee endorses the' Supreme Court decision regardang bzndzng N

, jarbztratzon and the "cap" law and particularly welcomes its inter-
' pretation that ‘the arbztrator has. an obZzgatzon to constder the
'"cap" sztuat@on. R _ RN

‘ The Cbmmzttee recommends that the Legzslature déclare a moratorzum f-_v‘~“
on- the ereation of special districts and to proceed forthwith to

study speczaZ districts with a view of very severely resiricting

the cireumstances under whzch a. speczal dtstrzct - fbr any purpose -—'"*:}9]“
7*may be fbrmed : L R e :
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REPORT
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PROPERTY TAX RELIEF FUND
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INTRODUCTION

The Property Tax Re11ef Fund (PTRF) was establlshed

Tpursuant t

‘ ded1cated

'vdoes not

port of St

_erty taxes

o the New Jersey Gross Income Tax Act (C 54A 9 25)

to reduce or offset 1oca1 property taxes Th1s fund

and never was intended to prov1de revenue 1n sup- 3

ate government 1 The program was des1gned to use

'1ncome tax revenue in subst1tut10n for 1ncreased local prop-%

c 54A: 9 25 Property Tax. Re11ef Fund R

Taxes collected under the prov1s1ons of th1s

*act shall be ‘deposited by the State Treasurer -

:*Tax ‘Relief Fund. . Moneys in the Property ‘Tax Re—“ﬁf”t'

in a spe01a1 account to be known . as the Property -

lief Fund shall be ‘annually. appropriated, pur-

- ‘suant’ to formulas established from time to. tlme

by the Legislature, to the several. counties,

.Tmunic1palities and school districts of this State

. exclusively for the purpose of prov1ding property
" tax.relief and for the purpose 6f reducing or
_.offsettlng property taxes, 1nc1uding the funding :
- 'of .the requirement of P.L.1975, ¢.212, and home-ﬁ"
- stead exemptlons under 1976 Assembly B111 No. 1330
~“as._said acts: may hereafter be .amended or sup- =
: plemented and provided there may be deducted the
- jadmlnlstrat1ve costs of the collection hereof
~and in replacement of revenues resultlng from

the .repeal of certaln laws under th1s and com-’fl';'”

";T'panlon leg1slat1on

or1g1na1 i

The expend1ture program for the PTRF reflects th1s

ntent and 1nc1udes the follow1ng

fﬁlff State ald to local school d1strlcts

l2‘ Homestead rebates

1Th1s repo

- Jersey Gr
- actment,"

rt is not 1ntended to be a catalog of issues and

_ events. surroundlng the enactment ‘of -the ‘income- tax or the = -

- expenditure. program For -an 'exhaustive review see "The New
oss: Income Tax ~An. Analys1s from Background to En- "
' Rlchard Van Wagner Seton Hall Leg1s1at1ve Journal’p‘

o Vol 2, No 2 pp 100 121 : S : Sl



Eand«tO’measure the capa01ty’of the 1ncome tax to meet future _

;uﬁmbexpendlture demands _AThe‘extens1ve testlmony concernlng the

4E“illc hearlngs has been preserved:for the record and w111 be

vr

'“ﬁziznformally transmitted to the Assembly Commlttee on Taxatlon ;;f
| , > :

EE:for 1ts rev1ew : d?consideratlon The Commlttee assumes

“.contlnuatlon of the 1ncome tax 1n 1ts curre t_form for revenuef“3;,,

ﬁfiNEW JERSEY GROSS INCOME TAX :

The bas1c featureS\of the Gross Income Tax as 1t

~»;that was enacted flnally by the Leglslature on July 7 1976

”'"iﬁifand 51gned 1nto law on July 8 (P L 1976 c 47) Not unex—~5”“'f

iIn addltlon some

land expe diture ana1y81s and makes no spec1flc recommendatlons_ @

%fex1sts 1n 1979 are nearly the same as the‘features in the b111f"7

lecessary 1ater to cor-:;”~*

K I

- e



€3

Sectlons of the or1g1na1 law repeallng the New York o

"[and New Jersey commuter taxes were removed -= New York res1—t1th
bfdents working 1n New Jersey now pay the greater of the tax
11ab111t1es under the Gross Income Tax or the Emergency Trans—v;aﬁf”
';xportation Tax Proceeds from these commuters equal to the New o

,;Jersey Gross Income Tax 11ab111ty are credlted to the Property

Tax Rellef Fund New Jersey res1dents worklng 1n New York of

L course, recelve a credlt on the New Jersey tax 11ab111ty for

’_taxes pa1d to New York

By agreement between the States New Jersey and Penn—

'3sy1van1a re81dents now pay an 1ncome tax to the state of re81-
'dence at the re31dent state s rates, w1thout regard to the
'locatlon where the 1ncome 1s earned In effect the re-‘

~ta11atory Transportatlon Beneflts Tax is repealed

Subsequent to the orlglnal enactment of the 1ncome

,tax, the Leglslature passed amendatory leglslatlon prov1d1ng
o an. added $1 000 personal exemptlon for college students under
| the age Of 22 A spec1a1 $1 000 personal exemptlon for prl_;tﬁ‘
‘,vate school students 1n the or1g1na1 law was declared uncon—:;,”“
:~€ st1tut10na1 by the U S D1strlct Court The U S Court Ofr{‘a,.
,p_Appeals 1n January, 1979 and the U S Supreme Court on May 29;N1]

"1979 upheld the 1ower court's decls1on

The Leglslature 1ntended 1n the or1g1na1 statute to

:ﬁtreat pen81ons s1m11ar to the Federal rules in the u. S IC?}YE',J
liternal Revenue Codev—— ba81cally, pens1on payments from em-.‘jhj

_yployer contr1butlons are subJect to tax The New Jersey State"

Attorney General 1n an advisory op1n10n ruled however that ff”"




":J;'a 1ongfptand1ng law affectlng New Jersey pub11c employee

.ﬁ”ipensjons had precedence Thus any potentlal tax llab111ty
v n"year 1976 from these pens1ons was lost

;Meanwhlle, the Leglslature was under cons1derablei§_fv,-~

'7ffpreSSure to reevaluate the 1ncome tax‘treatment of all pen-_ﬁf

*frfleg1slat10n treatlng all pens1ons falrly and equally I'

'“lgtffFederal Rallroad Retlrement pbns1ons 1n the calculatlon of

“}Ls1ons ‘&@he result after due cons1derat10n was amendatorY

T

ﬁyiaddltlon to the ex1st1ng exclus1on of Soc1al SecurltY and

'p_glncome, a gross $10 OOO retlrement 1ncome exclus1on was added :

7?;;for marrled couples and $7 500 for s1ngle taxpayers regard—

e ‘to $6 000 for marrled persons or $3 000 for a s1ngle person

'Tnfmapely 95 percent of expeCted Yleld

'Tzﬁless of source Also, those not part1c1pat1ng 1n the Soc1al

l

;fiS“cur;ty program were allowed a total 1ncome exclus1on of up

“«w

*fffln addltlon to the general $1O 000 -or $7 500 pens1on 1ncome

- .

to?hawefproduced’over p’d"
of $2. 412 billion. Tt .

.}f:hahiproduced_(w1th 1979 estlmates) $2 25 b1lllon or approx1—d;?d

o 5

The 1ncome tax revenue was expected to support an

L

“expendlture program of $2 552 bllllon and has been charged

bdfg,through 1979 w1th expenditures of $2. 245 b11110n

On adoptlon, 1t was recognlzed that over the three—sa

'i:year‘perlod the revenue from the 1ncome tax would not match

d'the ant1c1pated expend1ture program 'wIt was expected that thev;f



’finitialtyearfs,surplusﬁWOuld carry;the'programuthrbﬁgﬁtthei;a

'Corporate Bus1ness Tax would replaclba portlon of the revenues
: 5 RS

obz*lost as a result of tax repeals and reformsuﬂﬁyjfh”

7_hPTRF expendltures

In addltlon 1t was understood that replacement of
"revenue lost through tax repeals and reform was the lowest gf[
"prlorlty expend1ture 1tem To malntaln the balance of the

fund 1t was expected that deferral of replacement would take ff

place unt11 such t1me as 1ncome tax prﬁ 'eds exceeded other!:f

The actual experlence has;b enfthat program balance

‘was achleved by a one tlme sav1lgs

v Homestead Rebate program by shlft1n'; rom a s mi annual pay-,‘f

ment schedule to a s1ngle annual paymentv and not by charg1ng J‘

the PTRF w1th the full level of revenue lost to the General

.Fund by reason of the several tax repeals (See Tables I

11, @ and III. )

3It was orlglnally planned- to 1ncrease the Corporate Bus1ness
Tax - from 7.5 percent to 9 percent effectlve in’ 1979 to off~

set.lost revenue due to repealers. “This plan was not carr1ed~'

out and in combination with. expendlture restraint, the General,f”a

Fund has absorbed these 1osses., See the report of the New
Jersey Commission on Government Costs and Tax Pollqy, Decem-
ber, 1977 Page A 21 I PR L




~ Actual Collections, FY. e “'*“‘”IL'M

TABLE 1 ‘ " L R
" COMPARISON OF GROSS TNCOME TAX ESTIMATES s AR
AT TIME OF ENACTMENT TO ACTUAL COLLECTIONS

-.._T_y\,,,;; FISCAL YEARS 1977 to 1979
' L (M1111ons of Do]]ars)

ﬂ%e.é;a‘fa L Est.,f"jEIThree;Yeaf'IAuv
; 1.77;:g=;j1978g':;;1979  _Total

——— |

Est1mates of Revenue at T1me e '*»w TR
~of Enactment e $754 ‘$79ﬂ;'7

<,

-$867 ~?f$2;412 'f: L

and 1978. Rev. Est. 1979 o $656 1 $748.9 $845;o‘ $2 250 0 ;’*

D1fference Est1mated to Actua] ($97 9) :($4¢;1)f*($22:b)v ($162 0)

R

o *Excludes taxpayer des1gnat1ons tolGubernator1a1 Genera] Elect1ons Fund

Source Adopted from memoranda prepared for New Jersey Assemb]y, July, 1976
’ subsequently pr1nted in Analysis of Executive Budget, Office of
F1sca1 Affa1rs, February, 1977 and New Jersey State Budgets

TABLE II

T COMPARISON OF ACTUAL TO :
ESTIMATED COST OF EXPENDITURE PROGRAMS AND'TAX REPEALS
ENACTED NITH THE INCOME TAX, JULY 1976 =~

(M11110ns of Dol]ars)w_‘,,,wlg~»2:'

.‘T_ ; }: . ;

l 1978 fe 1979 Tota]

: Homestead Rebates S ‘ o $ $260 .$260 $650 E
'gSen1or Citizens, Veterans D1sab1ed “;“;Jﬁi L j"< .
-~ Property Tax Deduct1ons g-:“-g,§f1i22f;“l_*j[‘_; SE 45£» e 111-

~ State Revenue Sharing - u'gjjﬁy,bs 25 150
Aid to Education [l[f,gyﬂta}.*,{T,374;ffj;f 85 |
CTax Repea]s and Reforms ﬂjf“&fjj_tj,~;f%2f28,‘=T‘_, <

I
‘\.

U574 1,433
120 233
Total Est. Cost of Income Tax Program $579j}f**$924g‘i$ﬁ;o4g“_i'$2“552‘..tl‘
~Actual Program Costs Charged to PTRF . S R FRE
| (See Tab]e 11 for spec1f1cs) »illégulf'-if766Taf7ﬁ,958 2 245_:-»v

.T?I: D1fference Est1mated to Actua] i($58)}ﬁf{$]58)bj,€$91) ($307)

. R

; ISource Adopted from memoranda prepared for New\Jersey Assemb]y, Ju]y, 1976
: “ subsequently pr1nted in Analysis of Execut1ve Budget 0ffice of F1sca1
Affa1rs, February, 1977, and New Jersey State Budgets o : ,

T

F1sca1 Years i Three-YearT

50 25

w



: v_;Sen1or Citizens, Veterans,

TABLE 11 _;'

IS PROPERTY TAX RELIEF FUND - '
REVENUES AND. EXPENDITURES ~ FISCAL YEARS 1977 to 1980
I (M1111ons of Do]]ars)

977 1978 1979 .Threefveakfv_ 1980
:Actua],,,Actual : Rev1sed - Total - Budgeted

. Revenwes Il ha T bl
Surplus, Ju]y 1 T "$135'0' ‘$117.5 s a3
;h.Gross Income Tax Revenue* ~~ _656.1 ~_748. 9 845.0  §2,250.0 - 945.0 = -

~ Total: Funds Available = $656.1 $883 o $962.5  $049.3

~ Program Appropriations S R S L | :
.'Homestead Rebates o $137.2. $139.5  $267.0%*  $543.7 1$256.0%*

Disabled Property Tax L
Deductions . - S =e 2 050,

- State Revenue Shar1ng RV 25.0 -~ 5
Program Admin. Costs ,"“ .- 6.
Aid to Education = - - 352.
‘Business Personal Property ChEer T
Tavaeplacement - Looe= 8.
_Less Unspecified Lapse of R T e

- Appropriations. CoeA8) e (800)

~50.

- 584,

ONO
SO wWwoo

| Total: Expenditures - $521.1 $766.4 $9ss;2::?1?f

\ ﬁ;lsurpTus,jJuneiSOQ‘:h7_:, .;,¢;:§335Q0fg§$]17;5 $ 4, 3ﬁﬁ55 $ . 4.3

f*Exc]ud1ng annua] $1 m1111on taxpayer checkoff to Gubernator1a1'Genera]
E]ect1ons Fund ' , Y R R T o

B **$11 m1111on in f1sca1 year 1979 and $17 m1111on in f1sca] year 1980“of

~ Homestead Rebates in addition to the amount. shown is- charged to the Cas1no
" Revenue ‘Fund. -~ Several technical: ‘changes were made by the: Legislature in... 7+
“the fall of 1978 so the State could fund the Pharmaceut1ca1 Ass1stance to __?1'1

.. the Aged Program from cas1no tax revenues 5 . S

© Source: New Jersey State Budgets




”.;Qfa ploneer effort 1n refunding taxesxt'ﬁhomeowners?}

,ﬂygsystem s1mp11f1es the process by av01d1ng loca,,

}foExpendlture Components

Homestead Rebates J'The homestead rebate system 1s

"'?I B

Vgsome states w1th exemptions from assessments for homeowners

"*;New Jersey prov1des a direct rebate to homeowners from the_f“'”

‘-Property Tax Rellef Fund for property’taxes pa1d based on rpt

'assessed value and effectlve tax rate’ The State adm1n1stered

fconfllct over
| :

7-;'proper entltlements, ellmlnates the poss1b111ty of duplicate ait

fir;appllcations and greatly reduces the chance for rebates belng B

/‘{f}allowed‘owners of si glevfamlly rental property or second

200 000 unlts fa11 1nto

- Ythls latter category w1th'anotent1a1 unlntended cost of

‘th'nearly $40 mllllon

o

=f The homestead rebate‘method w111 have a beneflt

_{_cons1dered parenthetlcally at the tlme the program Was en-f;

v‘-}acted Potentlally, 1n fiscal years 1980 or 1981 and 1nlff[gf"

1

H}f71ater years, the State and 1oca1 un1ts of government w111

f?jshare added fundlng under the Federal}General Revenue Sharlng flt..-;

,jprogram 1fV1t 1s extended The formula for sharlng Federal

yrevenues 1ncludes factors for 1ncome tax collectlons and tax
:ga measure comparlng‘tax 1ev1es to*personal 1ncome

»\.dey recycllng property taxes —— 1ncome tax collectlons re;jfyfq;

Sffbated for property taxes pald”—- rather than foreg01ng prop—ﬂ

-ferty tax collectlons at the outset through,a credlt on tax

”‘Tbllls the State 1s progected‘to rece}ve an estlmated 1ncrease 32

‘vof $10 mllllon to $12 m11'1on; nnually 1n Federal General

o Revenue Sharlng allocatlons'ﬁ

f:Unllke  bT"'T>

¥

w



Comparlng the homestead rebate experlencevto 1egls—..
1ativefexpectat10ns Table II shows that expendltures were
‘estlmated to total $650 m11110n for the three flscal years
>1977 to 1979 - Actual experlence for the three budget years ~—s
1nclud1ng $11 m11110n shlfted to the Cas1no Revenue Fund in: |
‘flscal year 1979-to enable State funding of the Pharmaceutlcale
Ass1stance to the Aged program - totals $554 7 milllon a
"dlfference of $95 3 m11110n (See Table III )
~ Two reasons aocount for the dlfferenoe.‘bThé.pri;i'
" mary reason]Was that’theapayment'scheduie was»changedtfrom vb

b'semi—annual inStaIlmentsvto a single annual payment;'ﬂThis'”%
'aocounting'teohniquefshifted'the'oOSts’forward’asnfar.as_the,
»State“s tiscal yearfWasIQOncernedbbut“did‘not aIter taxpayer'
,reoeipt"of’theurebates infthe.proper.calendar year.‘.A seoOnd -
reason was the expans1on of the Homestead Rebate program to
cover oofops, condomlnlums and certaln other homeowner situa-
tions:not'contemplated’lnltrally. Overallj_however, the proe .
gram has functioned in a'manneryoonsistent with the Intentions
eXpressed in 1976. | o o
' Summarizing, thevhomestead rebate system has;workedh
:tIt{haslprovidedTa meaSurabIe eIement»Of Propertyvtax relief.
- MOStknon—senior Citizen»homeowners_are‘guaranteed agrebate
of $15O J?'senior oitizens‘$200v‘ This.amounts'to avbasefcost
of approx1mate1y $230 m11110n to the Property Tax Rellef Fund
‘The remalnlng $43 m11110n cost about-15ﬂpercent.of the.total,
’ w111 decrease or.1ncrease>depending:on changes}in loeal prop—
erty equallzed tax rates .»The\likelihood.is that thisrooms‘

ponent of the rebate w111 show a decllne because equallzed



“hgfproperty taxes‘we:v

n:tax rates are expected to dec11ne due 1n part to expendlture

'ﬁfidllmltatlons (5% cap law) and increases 1n property values.f*“"'

R

‘hrWhlle an overall decrease in rebate costs 1s 1nd1cated the

1nd1v1dua1 taxpayer w111 experlence changes from year to

'1*;year most commonly 1n the range of $1‘— $15

5 B SRR
o ;The Cbmmmttee f%nds that the Hbmestead Rebate Program
e has funetioned in the manner expeeted ‘upon enactment
‘}‘;;iand endorses the program in zts eurrent fbrm

@

w

dSenlor and Dlsabled Cltlzens and Veterans Property

t t Tax Deductlons.f Th1s program represents both an. expan81on and

5v‘fu11 State assumptlon of a cost prev1ously reflected 1n 1oca1

jiBy Const1tut10na1 mandate, one—half of the $1605;f§;;;3*<i

“]senlor and d1sab1ed»c1tlzens property tax deductlon 1s pald 5'-'

The*lncome %ax program requlres '”?; BN

' cost of the deductlon

-"f} ffthe deductlon not f:;*ﬁ

Hd'gvpald byhthe'State Was reflected 1n the property tax levy

"7ciNow the entlre cost of th1s program 1s pa1d for out of the

’ffthe PTRF

wthroperty Tax Rellef Fun:ﬁ"b

"f,ductlon : The cost of thls program has,also been assumed by

"annually to all mun1c1pa11t1es”

Ty L
S

i .

The veterans deductlon of $

[

»jgf_The Commzttee recommends the conttnuation‘of thts pro-
. gram and feels that the' expanszoﬁ of thts ‘program -
* - ghould be a f%rst przorzty eZatm on. any future PTRF
':?resources e o : .

‘“”Revenue Sharlng Th1s program dlstrlbutes $50 m11110n‘,;>ff

gexcept those w1th an equallzed L




tax'rate of less than $1. 00 per $1OO of assessed value on;a
per caplta bas1S' By the terms of the- enabllng leglslatlon
(C 54A 10- 7) these revenues must be ant1C1pated in the munic-
1pa1 budget and applled to the reductlon of the property tax
1evy.; ThlS budget requlrement is an 1mportant feature of the
mprogram s1nce 1t 1s concelvable that the revenue sharlng |
funds- could have been used to fund new expendltures rather ,
'than reduce the property tax levy | . :
Because the program is based on populatlon 'fhé
_entltlement to any partlcular mun1c1pa11ty w111 Vary from.
year to year as w111 the per caplta amount _ ThlS'Wlll'be’
of concern to.urban:areas partlcularly-but affectstevery | r
.muniéipality | | | | -
/ The Commtttee ftnds the distrmbutton of Revenue
Sharing Funds on a per capita basis to be a fair
- and equttable method and- reeommends its continua-

tton

“ACost of Adm1n1ster1ng the Gross Income Tax and the"

-Homestead Rebates Admlnlstratlve‘costs were not_addressed.

'dlrectlyvln,1976_when'the,legislative»debatejOVerithe income
’tax took place. :’Nevertheless it 1s a. cost Wthh 1s charge—
able to the. Property Tax Rellef Fund

It is estlmated that the cost of collectlng the
hGross Income Tax in flscal year 1980 ‘Wwill be $6.3 m11110n
about seven- tenths of one percent of gross revenue. This '
makes the tax one . of the most 1nexpens1ve1y admlnlstered
taxes rn‘NeW.Jersey~ |

Homestead rebate admlnlstratlve costs are prOJected

.to-be $1 6 mllllon in- fiscal year 1980 - 1ess than $1 10 for



'jeach check 1ssued to homeowners | Thﬁs cost includes auditk

) fprocedures that assure that homeowners recelve the correct

1;amount to wh1ch they are entltled == one rebate per res1dent
sf:homeowner Adequate audltlng would Ue cons1derab1y more. ex—-‘

'.f*vpens1ve 1f th1s program were a cred1t agalnst property taxes

m rather than a dlrect rebate.rﬁﬁ U:

A1d to Educatlon The prldary impetus behlnd the'f

"enactment of the Gross Income Tax was to 1ncrease the amount 5

cfof funds approprlated by the State to local school dlstrlcts}

. : \
- The spendlng program enacted w1th the\tax contemplated an

"acceleratlon of a1d to local educatlom above levels already

'f_fbelng approprlated 1n the State s general fund budget As

',rshown in Table II 1976 estlmates of addltlonal outlays for‘
'”local educatlon totaled $1 433 mllllom for the three f1sca1

ﬁzyears 1977 to 1979 “A cbmparlson of the antlclpated spendlng
;:plan w1th actual approprlatlons shows that the 1ntent of the

»1976 Leglslature has been met Actuwl and prO]ected spendlng

”?-through the end of f1scal year 1979 detalled 1n Table III

:.fx,totals $1 438 m11110n $5 mllllon more than_thep1976 pro—'

".fjectlons

The Leglslature knew that 1n1t1a11y, the level of't

1-*est1mated fundlng from the Property Tax Rellef Fund Would
- \

H'exceed the added costs due to the passage of thev”T & E"

slaw Chapter 212 Laws of 1975 and tme need to 1ncrease theurf\

FState s share of total educatlonal expendltures : Genera1~f“f

!

"', Fund approprlatlons for a1d to educatlon 1n flscal year

-~1977 the year " g E” fundlng started and in the - fol-»

”7'1ow1ng two,years were 1ess than the\amount spent from the

|

w

[



Voo

'i-General Fund in f1sca1 year 1976 the last year of the old SR

n}"Bateman" school fund1ng program (See Table VII. ) The

Property Tax Rellef Fund by paylng a portlon of prev1ous1yv

:Tex1st1ng General Fund a1d to educatlon costs, prov1ded afﬁzifb

mechan1sm for re1mburs1ng the General Fund for a portion:

.v‘ of the tax losses due to the repeal of several bus1ness and
‘1nd1v1dua1 tax 1ev1es |

Tax Repeal Costs " The completexproperty'tax relieft'

program 1ncluded the repeal and reform of ‘a port1on of the

General Fund revenue structure : The one'year old tax lev1ed‘

B 'on 1nterest cap1ta1 galns and other non-wage earnlngs -=.the

‘Unearned Income Tax - was superceded and replaced by the_fig
VGross-Income Tax r The Unearned Income Tax produced $51 6

: mllllon of revenue in f1sca1 year 1976 the one. full year 1t
was operat1onal ' It was repealed effectlve Ju1y~1 ‘1976. but”ﬁ

| the State received tax payments' totallng $29 0 m11110n dur1ng

f1sca1 year 1977 for reported tax 11ab111t1es occurrlng in-

the flrst s1x months of calendar year 1976 Thus» the Generaljx"ﬁ

Fund experlenced an absolute 1oss of $22 6 m11110n in flscal
year 1977 from the level collected ‘in’ flscal year 1976 and
'$51 6 m1111on 1n the succeedlng years (See Table Iv. ) |
o The repeal of the Sales Tax levy on the purchase of
'obus1ness machlnery and equlpment was one of four componentsV‘
v of a reform of the New Jersey bus1ness tax structure ,;The
repeal became effectlve January 1, 1978 The cost to theb
General Fund was est1mated-to~be $35 mlllion-annually It T
is not p0831b1e to- estlmate the actual effect of th1s repeal

_w1th any degree of rel1ab111ty Sales tax records malntalned o



"ﬁifproperty

r§f$35 0 m11110n has been projected ‘Kfff*b

3‘?by the Department of Treasury are not organlzed 1n a manner
’”»that w111 support an accurate estlmate‘ However for the
[i;purposes of illustrating the fact that there 1s a real loss

t ;of revenue to the General Fund an estamated annual loss of

The rema1n1ng three components'o,cthe bu81ness tax
] .

'.nrreform package were General Fund revenue sources enacted 1n
Vﬁﬁthe 1ate 1960s to replace local mun1c1pa1 revenues 1ost by

'fs”rthe e11m1nat10n of local property taxes on bus1ness personal

"’f]act1v1ty were payable 1n;the sprlng oﬂ 1977 Therefore the

'3;feffect of the repeal wasvnot not1ced unt11 f1sca1 year 1978

wh:year 1978 so that the full year sf

i

’ffAs indlcated by‘Table IVf

“fwas not felt unt11 f1sca1 year 1979ni‘vfi3‘

some“ revenue was recelved 1n flscal
' \

s Tax and the Retash Gross

ﬂ{enue loss of $30 6 mllllon-
| . , R
|
\

w



o . [Taxes Repea]ed

ESTIMATED AND ACTUAL COST T0 STATE GENERAL FUND OF TAXES LOST ‘\;“&.»
DUE T0 REPEAL AND REFORM OF GENERAL REVENUE STRUCTURE
. FISCAL YEARS . 1977.to0 1980 e
(M11110ns of DoTTars)

o 1977 1978 1979 180
Est1mated Gerieral Fund Tax Loss “,f:_;?é,ff*ﬂf:gif,;¢
at Enactment of Prqperty Tax Re11ef Pr;gram f:;LﬁgLELJ"‘:"‘

Unearned -Income Tax S fi., $28 0 $55 0 $55 0 o $55 o:;iv»" *
Sales Tax on Bus Mach1nery and e T : ‘

~ Equipment - L
~Unincorporated Bus1ness Tax : N
" Retail Gross Receipts Tax NI
Bus1ness Persona] Property Tax

78 ?",”35.0, w0
* ;e20;o¢ 2000 20,0
100 100 100

;]Tptal Est1mated Cost of RepeaTs f]gf5§$28;o $106 5 $132 0 $14°T°L e

"i_fActuad‘GeﬁéfaT;FhﬁdﬂTaXQﬁRSSQ;af?jfﬁf S

- Unearned Income Tax ' ,
- Sales Tax on Bus. Mach1nery and
- Equipment -
Unincorporated Bus1ness Tax S
‘Retail Gross Receipts Tax ‘”..»‘ '
. Bus1ness Persona] Property Tax .

‘,TLess PTRF Appropr1at1on

N_Total Actua] Loss of Revenue TAthifﬁ' $125 2

$121 2

- Source: :New Jersey State Leg1sTature Jo1nt Commlttee on Tax PoT1cy The
. estimated losses are from. memot-anda’ ‘prepared for the New Jersey
General Assemb]y, July, 1976.  The actual Tosses are derived by -
~ subtracting the revenue’ coT]ected from- the taxes following enact- - - -
. ment of the repeal 1eg1sTat1on from-the total collections for each’
,,source in the f1sca1 year 1mmed1ate1y?preced1ng the t1me of" 1mp1e-_

3 n t ‘rogrammed to .
L ;prov1de such data. However, for the_ ,Eustrat;ng the fact
~ that there.is a reaT ‘loss of revenue: : : he

”‘é!f]oss of $35 ‘million 1svr“f1ected'h'

4.0 _12.0 20 0



| Summary
'A et The concept formulated 1n 1976 of an 1ncome tax for
fffNew Jersey that would both meet the need for rev1s1ons in the

»”rway the State prov1ded a1d to educatﬂon and reduce the overall

'f;r_rellance on property taxes has worked Income tax revenues :

. s ey
‘:are belng expended as 1ntended e

L : v R ‘i
TABLE V

PROPERTY TAX RELIEF FUND :
TOTAL REVENUES AND EXPENDITURES
FISCAL YEARS 1977 to 1979

(M11110ns of Dollars '

'rﬁRevenues *f-‘;jpyti_j;gm',»_*ft;f'

g,Gross Income Tax Revenues ;_;;,rgg:Q;Q_T;‘$2;250;0r_

"“J;Expendltures S e

CAdd to Educat1on-,l~, »f? j%trw ff' L. $1,438.1"
. 'Homestead Rebates*. T R e
y;Senlor Cltlzens,Veterans Dlsabled o S

.’ . Persons Property Tax Deductlons f":[ﬂf o 104.4
.dvatate Revenue Sharing ' I I ,‘12530j‘__»
. ~Business Personal Property Tax Replacement - 18.8

';{*-Program Administrative Costs a*l . L +20.0.
"}TLess Unspeclfled Lapse of Appropr1at10n (4 3)

7ftTota1 Expendltures ’J,f 37‘f57jj“=?p : $21245 7 “

'U;TEstlmated Surplus,’June 30 197% ij;Tj;f$ 4 3

s _.\v. S
,*An add1t10na1 $11 m1111on has been approprlated for
Homestead Rebates mak1ng a total of $554 7.
= . 1 CERNERRE SRLSCAAS

The State w111 have‘collected $2 25 b1111on from ‘.‘

S s SR
o the Gross Income Tax 1n1th 'flrst three years of operatlon

‘vaver $1 4 billlon has beenfapproprlated to 1oca1 school dlS—_
‘utrlots to offset 1oca1 educatlon costs A total of $544

Tm1111on has been turned back to homeowners 1n the form of :

j ;iéjp_

Three—Year Total;

5437

o

@

[



"Homestead Rebates from the Property Tax Rellef Fund - 24 2

.dpercent of the 1ncome tax collectlons Local units of govern-
ﬁf‘ment have rece1ved nearly $25O mlllion in revenue sharing
'funds all but $18 8 mllllon of wh1ch was for the express pur—
pose of reduc1ng local property tax 1ev1es Only $10 mlllionh,’;

‘has been needed durlng the three years to admlnister the p

entlre program -= less than n1ne tenths of one percent

', In short the Jotnt Commzttee on Tax Pblzcy finds
that the Property Tax Relief Fund has met ite
, 1ntttal gans and Zegtslattve zntent.

»FUTURE PROPERTY TAX RELIEF FUND EXPENDITURES FOR EXISTING :
' PROGRAMS

| The.prOJectlons for the 1980 flscal year 1nd1cateb
that for the f1rst t1me s1nce the start of the income tax o
program, General,Fund»aid to educat1on 4 w111 befabove the
1976'1eve1 Asla result gnone of the revenues lost through
the tax repealers w111 begoffset | |
‘”_ Thls occurrence_ls not the result of a sudden drop

in income tax revenueSnor_maJor increase 1n'tota1-a1d'to edu—

xcatlon. Rather 1t 1s the'result of certaln problems 1nherent

’1n the program from the beglnnlng

As shown prev1ous1y on Tables I and II, the pro—“'

posed program 1ndlcated a level of expendltures approx1mate1y

$l40 mllllon over ant101pated recelpts through the flrst three

years The fact that the fund was 1n balance at the end of

4Def1ned as - the Budget Program Element 31100 General Ass1st-‘~
ance to Local Educatlonal Agencles .

19



‘:the three year period was the result

of the deferral of home-

:stead rebate expendltures.. Th1s deferral merely postponed

“fe&fthe deflclt to the 1980 fiscal year

“_I:198O The s1gn1f1cant flgure in thls table 1s ”A1d to Educatlon""’

v

.result of thls decllne 1s that the Ge

f“;fto plck up slightlyﬁmorelthan the ful

'”?fald to educatlon

The future role of the PTRFi

“3 The last column 1n Table III shows the program 1n

'Ifwhlch shows a decllne of $11 8 mllllon from the 1979 level The

neral Fund w111 be forced

1 annual 1ncrease 1n total

‘chosts of ald to:educat;on is dependent on two factors ;{The:f

‘"J,flrst 1s the 1eve1Iof non:educatlonal expendltures from the

ised on experience this year -~

in financing the increased




to year change W111 11kely be 1n the range of 1ncrease or de— o
crease of $1 to $15 V e | |

3 Senlor Cltizens Veterans,?Disablevaroperty-Tax

Deductions The current program cost is prOJected to remaln_

*;stable' Hlstorlcally a one percent growth rate can be 1dent1—Tf
“fied* however for progectlon purposes this is not cons1dered
s1gn1flcant The cost to the PTRF w111 be $53 m11110n o
f Current 1eg1s1at1ve proposals to 1ncrease the de—
ductlon amount w111 1ncrease the cost of th1s program and
result in an add1t10na1 expendlture demand on the PTRF

State Revenue Sharlng Ex1sting law spe01f1es

b'that $50 m11110n sha11 be dlstrlbuted annually to mun1c1—

' pa11t1es w1th equallzed property tax rates less than $1 00

per $100 of valuatlon ' Costs are flxed short of a leglslatlve:-dk

‘dec1s1on to change the fundlng 1evel

“Cost. of Admlnlsterlnggthe Gross Income Tax and the

xHomestead Rebates These costs are prOJected to 1ncrease/

':through 1985 at an average rate of 8 percent per year ThlS B

is mldway between a generally accepted 7 percent to 9 percent

- range of the level of 1nf1at1on for the forecast perlod

Collectlvely, the non- educatlon property tax re11ef
’expendlture programs are expected to cost $380 5 m11110n a'v:\;u
':3.4 percent,decrease.' For analys1s purposes the dlfference-
between thisfnon—educatlon expendlture component—and total
1ncome tax revenue W111 be cons1dered the amount avallable to
meet a1d to educatlon costs or other further prOperty tax re—hh

'11ef programs

1iiifff,?”“



"*7Income Tax Revenue Growth :
For prOJectlon purposes three growth rates are- used

uffto estlmate the 1ncome tax revenue over the perlod 1981 to 1985

Hlstorlc trends (1978 1980) tend to support a growth
*fﬂrate assumptlon of 13 percent Geneqally accepted coefflclents:
‘77:of elastlclty for the New Jersey 1ncome tax of 1 2 to 1 3

ffd?applled'to a 9 to 10 percent growth in personal 1ncome 1ndlcates s

133percent growth range "Anyoptlmlstlc v1ewp01nt on‘f'

n a 14 percent growth

assumptlons, the”income:

'*a;jfjpTRF CAPACITY TO FUND EDUCATION STATE AID COSTS AND OTHER

o

7;¥LPR0PERTY 74X RELIEF PROGRAMS

‘nrthe relatlvely stable non educatlon PTRF
rogram the growth 1n the 1ncome tax revenue ,A:ﬂ'
ﬁledfordeducatlon and other property tax rellef

"The determlnatlon of whether addltlonal property

“ﬁi“tax re11ef pro rams can be funded 1n\the fUture depends |

ffglar ely upon the Leglslature s year to year de01s1on as to '

',}Twhat portlon of PTRF resources w111 be used to offset 1n-

W?d“creases 1n the cost of a1d to educat%on expendltures and 1n,i}‘r

wfufithe 1eve1 of recognltlon of the General Fund revenue 10Sses
“:;attrlbutable to. the repeal of taxes.?_;.:.y.

g2



_State Revenue Sharing ‘
Program: AdmInIstratIve Costs 8;

'VLff&TABLEry1~Eygé}fjji;;,§}71f7 7\i: »

e PROPERTY TAX RELIEF FUND o
ESTIMATED REVENUES AND NON-EDUCATION EXPENDITURES
FISCAL YEARS 1981 to 1985 «

] (MI]IIQos of Do]]ars),_,_

Current Revenues

- Gross Income . Tax at a

‘ Growth Rate of - 12% -
o - - 13% ",
14A -

. $1,058.4.

_Non EducatI on Property
‘uATax Re11ef ExgendItures

Homestead Rebates*
~ Senior Citizens, Veterans, ;"’f
~ Disabled Property- Tax
Deductions

f'14067.
1,077.

$269.

s»IO-h__?;j'

5“535 ng
50.

5 $I

1

;Eé'sé:vh”7 .

185.
,206.
228

 $265.

,a-u>44>v.-] e

$1 327;
1,363.
I 400,

$I 487
1, 540

*JQf\t_'-t-f'Yhi R
.ffuooc>

ey ,f,

0 52610  $257.0

{%53; o
_1o.

' $1,665.
~;;II;74I.
01,819,

$253.

'j753;
1.

o=

oo

- Total: Non EducatIOn e
SRS VAPTRF ExpendIturese

éfi_;f$374.

;C?‘$370’éij .

o - |n

L tBa]ance AvaIlable for Educa— _
~ “'t¥on and QJther Purposes .

- Assuming an Income Tax LR
R Growth Rate of  12% -
SR i;w¢“ 13% = -
B U I

'*Total cost of rebates

_Source

ifﬂ$677!',i -
696.

- $371.

4808,
o Tg295
-850,

New Jersey State LegISIature J01nt

-u:cho4,f.gf- ]

$953;
. 989,
I ozsz

$1,116
- 1,1700
1,225

;—+o1\4‘f} SRR
Eooc:ro_u ;'4.‘~1

Coﬁmitteefon1Sta£€'TaXﬁRoTicyIJQfﬁfii -

g R gy

1,851

$367.6

$1,207.8
a73ls
g' ' . N



i

‘*”;;tlons by 1985 ,ﬁ,;f;ggfa=<h_p

. to. $2 228 6 mllllon by 1985 E&"fa‘ o

Growth in Aid to”Educatioh Costs _'fl,

- The rate of growth 1n a1d to educat1on used in the

iCommittee pro;ectlon is 9 percent : Thus rate is derlved 1n ,
'consultatlon with the State Departmenﬁ of Educatlon -Local
'school expenditures are projected to nlse at less than 8 per-

M.cent in 11ne w1th1n prOJected 1nf1at10n rates of 7 to 9 per-

cent ' There should be a decllne in- the growth rate 1n the

‘future as the effect of decllnlng enrollments 1n many d1strlcts '
'ﬁls reflected 1n staff and support cost reductlons but this =

eventuallty defles quantlflcatlon and 1s_notgref1ected,1n‘the'

progectlons through 1985\

": At a 9 percent growth rate,‘education State aid

,prcosts are expected to be $1 578 8 mlllloh:ih'l?&lwincreaSing.p‘%

| 3

|

Dependlng on the 1eve1 of 1ncome tax growth funds

'.f»avallable for a1d to educatlon from the PTRF w111 range from
lf$677 9 m11110n to $696 8 m11110n 1n 1981 and from $1 297. 8

“7E;m11110n to $1 451 9 m11110n by 1985 1 ,'

"~77'EUTURE IMPACT OF PROPERTY TAX RELIEF FUND ON GENERAL FUND'

Tables VIII IX and X ‘show the future 1mpact ofrthe"

'PTRF on the General Fund under the three 1evels of 1ncomeytax

J,revenue growth prev1ous1y dlscussed As the Tables show, the‘

' General Fund contrlbutlon to a1d to educatﬂon w111 not return’

!

: | y . o
g to the 1976 level under any of the 1ncome<tax growth assump—

1
. | L .
S
As shown on Tables IX and X however, 1t w1ll be
. | ‘ : \ H :
poss1b1e to freeze the General Fund contrlbutlon to a1d to |
,‘? ‘ ‘
AN ‘.y



educat1on at the 1980 1eve1 Th1s w111'occur 1n flscal year

1983 under the 13 percent 1ncome tax "venue growth assumptlon

"{any tlme 1n the foreseeable future

{;General Fund ald to educat1on 1t w111 not'be poss1b_e for thef?f~‘fb

If however the obJect1ve 1s to freeze General Fundfffﬂvﬁ

a1d to educatlon at the 1980 llvel i B fnxthe 13fpercent and

14 percent 1ncome tax revenue growth proaectlon
v,beg1n to replace revenue lost as a result of repealed taxes

as soon ‘as flscal year. 1982 ’ It should however be p01nted

fthev PTRF can S

';out that full replacement of revenue 1ost by the PTRF 1s not}}_‘5v

v1n the- realm of pos31b111ty w1th1n the foreseeable future

| Charts 1 and 2 graphlcally 1llustrate the PTRF'
*future 1mpact on the General Fund " - ' :
| They 1nd1cate that the s1gn1f1cant contr1but10n of
'<;the PTRF through 1985 w1ll not be 1n ma1nta1n1ng a partlcu-~;vj
lar level of General Fund a1d to educatlon or 1n replac1ng -
revenue lost as a result of repealed taxes but-1n~the’fact
‘that the General Fund contrlbutlon to aid to educatlon w111
belstab1l1zed{at approx1mately‘198051eve1s G1ven the 6 to
7 percenttantioipated'growth ofﬁGeneraliFundvrevenue 'thls‘pt”
f;stablllzat1on w111 prov1de the General Fund w1th a s1gn1flcantr?'”

. amount of re11ef from expend1ture pressure from educatlon

fprograms. e



‘defined as

2Includes?actual}f;revenue ]oss from repea]ed Unearned Income Tax, Bus1ness Persona1 Property Ta_,' _
‘Unincorporated Business: Tax, and Retail Gross. Receipts Tax..- In .addition, it ref]ects an estimated
“revenue: Toss of $35 million for. the repeal of. the Sa]es Tax on bus1ness mach1nery and serv1ces.

(See Tab]e IV for deta1ls ):;v;:“ o




f;;éjj;

. TABLE v111

ESTIMATED IMPACT OF PROPERTY TAX RELIEF FUND ON GENERAL FUND -- THROUGH 1980

ASSUMING 12% ANNUAL _GROWTH IN INCOME TAX REVENUES fI

~ Total Aid to Education'

2’.

°'Prdpentvaax Relief Fund Share®

GeneraI“Fund'Sharev' :

900.9

"-,1$1578;8!“
- 677.9

. (M1111ons of DoIIars)

1982

$1720 9

808 2

912. 7

1983

$1875 8

953 7

a 922 1 .

1984v[f
$2o44.6
R‘,1116;é‘“‘

928.4

1985
$2228 6

1207.8

' 930,3I{‘V1I

'*}Genera] Fund Share (over)/under i

1976 Genera] Fund Leve]

: ~f:”f'Revenue Lost from RepeaIed Taxes3

ﬂf”Net Impact on Genera] Fund at

1976 LeveI

,*($13o 2){
(132 7),

S

(2. 0’>’

Cewn

($T5T 4)

f_<a3,0»9-5>,f sff

(149 I)

($157;%j.
(158 1)4j.

5(315{5)

;($160f1)‘E.I'
(167.5)

(327;6)_f

ﬁt]A1d to Educat1on def1ned as State A1d Expend1tures 1n the Budget Program EIement 31100
“.General Assistance to LocaI Educat1on Agenc1es

‘Utﬁi_bgrowth rate of 9%
2

~ a rate of 6%.

Genera] Fund Share (over)/under ‘

1980 Genera] Fund LeveI

o ;;Revenue Lost from Repea]ed Taxes3

UNet Impact on Genera] Fund at

1980 LeveI ‘

See TabIe VI

3IncIudes actuaI revenue Ioss from repea]ed Unearned Income Tax, Bus1ness PersonaI Property Tax,1k .
In addition, it reflects an

sz
»ffé(132 7).,f

’>‘I(158;§)I

IEII$3T;A)D,

:EECI78€1)F~”

‘Unincorporated Business Tax, and Retail Gross" Rece1pts Tax.

and services.

e

~

(140.7)

I($46 8)

91149 1)fl

QFE($53;}XII
jﬁxlss 1)7

{f(211§2Y9 -

(555.5)
[(157.5j,f

TotaI A1d has been proaected at an annuaI

" estimated revenue loss of $35 million’ for the repeal of the Sales Tax on bus1ness machinery
‘Lost revenue has been prOJected assum1ng that these sources wouId have grown at

(223.0)1 o



- TABLE IX -

RELIEF FUND ON GENERAL FUND é? iHROUGH{i935}Q;a*ﬁ;;”f i
_GROWTH IN_INCOME" TAX REVENUES S il Ao

;stgys;a;fjﬁ52044}”)?)f$2228 6

0 ‘, 1373 5 Lt e |

::f($115 6) ($103;§)fffff$8?}4ﬁliﬁffia:;"
: | Us&iﬂ}*ﬁétélif
2.0) (51.9)

(264 f)v‘

T ~JGenera1 Fund Share (over)/underl1980f”f*fff?f?;fff T??fm+{&{;;g
1‘;};“jhnfhf}j Genera1 Fund Leve] i [*5}§$]5%1)i o :

.hihgf*;£(13??7?;f{ff;‘;iih ’55(149 1) (158;j)gfii3f*’.

‘,, Educat1on AgenC1es Tota1 A1d has been prOJected at an annua] growth rate of 9% v ffé?

o "33eéfTabIe v1

o ‘3Inc1udes actua] ‘revenue. 1oss from repea]ed Unearned Income Tax, Bus1ness Persona] Property Tax,, fn
= Unincorporated Business Tax, and Retail. Gross Receipts Tax. In addition, it reflects an =~
" estimated revenue loss of $35.0 million for the repea] of the Sales Tax on business. machlnery SO
- -and-services. Lost revenue has been prOJected assum1ng that these sources wou]d have grown at ;:g,"f‘
Ca rate of 67 S : . AT EILL SR e . . S

($11 o) | '$0;]n f,-¢,a,;\,;,_,_, N

def 1ed as State A1d Expend1tures in the Budget Program Element 31]00 eéﬁékai*iflsv
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TABLE»X

ESTIMATED IMPACT OF PROPERTY TAX RELIEF FUND ON GENERAL FUND -- THROUGH 1985
e ASSUMING 14% ANNUAL GROWTH IN INCOME TAX REVENUES '

(M1111ons of Dollars)

1981 1982 1983 1984 - 1985

j1A1d to Educat1on def1ned as State Aid Expend1tures in the Budget Program Element’ 31100 General -
Ass1stance to Local Educat1on Agenc1es Tota] A1d has been prOJected at an annua] growth rate of 9%.,;va

“ Total Aid to Education' $1578.8 ~ $1720.9  $1875.8  $2044.6  $2228.6
Property'Tax Re]ief Fundeharezl' | 696.8 - 850.9  1026.1  1225.3 1451.9
 General Fund Share 882.0  870.0 89.7  819.3  776.7
:jGeneral Fund Share (over)/under I T R } ﬁ: B BRI L NESTT
1976'Genera]_Fund Level | : o ($111.3) - ($99.3) ,.($79 0)v v ($42.6) g ($6,0)
 Revenue Lost from Repealed raxes®  (132.7)  (140.7) (149 1) o (158.1) (167.5)
'rNet Impact on General Fund at I Lt ' o ‘ e L
1976 Level - o (284.0) - (240.0) (228.1) (200.7) - (173.5)
”_vGeneral Fund Share- (over)/under ;E~_ e R PE R ' .’1";-
1980 General Fund Level | o (%6.7) . $5.3  §$25.6 $56.0 - $98.6
‘ »;“Revenue Lost from Repea1ed Taxes3 _:'fi(132.7),“‘,(140}7)' ©(149.1)  (158.1) "(]67;5) "

: Net Impact on Genera] Fund at

1980 Level ;v~}ft ;;,(139;4)f 1(135;4) | :(123;5)’ ) (162J1)'fd f(sS(é)

2See Table VI.

3Inc]udes actual revenue 1oss from repealed Unearned Income Tax, Business. Persona] Property Tax,p,:f_5v’ 3

Unincorporated Business Tax, and Retail Gross Receipts Tax. In addition, it reflects an estimated
revenue loss of $35 million for the repea] of the Sales Tax on business machinery and services.

- Lost revenue has been prOJected assum1ng that ‘these sources wou]d have grown at a rate of 6%.

« &
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feSulﬁ‘of»tﬁe fepealed faxe$, indicate thét'the Géneral,FUnd"v‘
will ha§e the céntinued Qapaéify to ébsQrb thié'revehué loss.
As a result, beginning in fiscal year 1983 consider-
,atibn an‘bé'éiven to’new-Orbéxpanded property‘tax re1ief‘
| It is‘the Comhitfeefs‘feeiing thatvfirSt pribrify .
for expanded prdperty tax relief-programs Shoﬁid bé to in=
creése fhe‘property‘takvdedﬁction for Seniof éﬁd1diSab1ed
v¢itizehé.. The second‘priority should bé State assumption of

county welfare,'court'and proSécutor?s office costs.
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INTRODUCTION

r"With the exception of_casino gambling;andpincome~”'
'h”tax revenues, and'the proceeds of»a'number:of;miscellaneous

‘ dedlcated accounts the General Fund is the primary”reposifhd
'gtory’oijtate revenues. | ;

| .vLE3ceptffor'a portion of aidbfor*education;ehome;-:'3
: 5steadgrebates,.and the administrative costs,associated with[

'\_coilecting-the income-tax whichvare‘paid from the'PrOperty

-,fTax Rellef Fund and expendltures from the Casino Control andhr

éCas1no Revenue Funds the maJor portlon of State government
A ,expendltures are made from the General Fund ‘
o Although the- Tax Reform Package of 1976 was prlmarf
'; iiy“avtar replacement’program -1t was ant1c1pated that the B
'mfGeneral Fund would beneflt 1nd1rect1y by stablllzlng that por—t
:.ltlon of school a1d that was flnanced through the, General Fund |
vaW1th school a1d held at 1977 1eve1s 1t was felt that~there
vaould be 1ess expendlture pressure on. General Fund revenue

'?sources “ It was hoped that the shlftlng of the allocatlon

- flof General Fund resources could contlnue w1thout resortlng f

ito the tax rate adJustment patterns (1 e , nu1sance;tax,;nﬁm
creases) experlenced over the past ten years .
To date the 1nd1rect beneflts to the General Fundf[
’have not materlallzed L ’ |
- There are a‘numberfof'reaSOns»for this they 1nclude
3 the way the total reform package was actually 1mp1emented

7prob1ems 1nherent to the sources of revenue that flnance the-

- General Fund and spendlng pressures generated by certaln State
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‘programs'and operations;'
The income tax has not prov1ded‘suff101ent revenues
: to stabillze the amount of a1d to educatlon coming from the
NF'General Fund,}nor has it been able to replace lost revenue
"from repealed taxes Although the income tax definitely in-
}rcreased the elast1c1ty of the overall tax system revenue F
'sources available to the General Fund remain quite inelastlc lf
gSpendlng pressures particularly those generated by State em~
htployee salary and benefit costs, medlcal a551stance programsff
‘ and transportation programs have grown faster than the tax
"histructures y1e1d~ Although by v1rtue of the State cap ' L
'(P L‘ 1976t c. 67) and the extent to whlch the Property Tax d

,ti~;Re11ef Fund was able to absorb much of the increased expen—

‘*iﬁbditures, the total 1ncrease in State spendlng funded by the'

"“General Fund has 1eveled off from the experience of prior

‘years, as will be shown 1n detail 1n th1s report

o GEN‘ERAL FUND - EXPENDITURES

'Expenditure Growth Slnce 1961

In the 1961 flscal year; General Fund expenditures
b‘amounted to $431 78 m11110n Th1s represented a- per caplta
: expenditure of $69 39 and 2 48 percent of the State's total
rpersonal 1ncome | By 1968 General Fund expendltures had j
;lclimbed to $1039 086 million a total 1ncrease of 140 per-

‘cent or a 13 3 percent average annual rate of growth ‘In

‘1Newaersey Tax Follcy Commlttee Part V Non-Property Taxes
in ‘a Fair and Equitable Tax System. Table 5-10, page 12
‘February 23, 1972 Trenton New Jersey E
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TABLE I

S e A T T s T GENERAL FUND EXPENDITURE BENCHMARKS

STy s e e T e j»“ o ]961 1977 o Lo

el Genera] Fund - -General Fund
ST SRR RS GeneraI Fund Expend1tures ”ﬁ “Expenditures

: Genera] Fund : State : TotaI State Exoend1tures - Per Capita 4 "f as a-Percent of -

Year Expend1tures {Q?Popu]at1on Persona] Income Per Cap1ta _ 1967 Dollars ,' Persona] Income

. (M1111ons) ST ,;j\\ (M1II1ons) _”-, ' ”‘ﬂ ’ '; | e e (Percent)

IQﬁI o 431,780 ,,6 222 160 $17,861 I 56939 5 78f76 “*I}thﬁ* ;;mz;asésg‘niggy.Q

”"%}ji962}f7f;I?j473,734v¢ff?j*s 370,650‘C*Jf95;5.r18 619c .=i;:.”;<74,3s;v;,:-i;(,ss;ms,i‘,'.;;;s;;;;z;sscr"'

1963 5% 6,503,190 19573 8093 .64 269

552685 6,614,560 20,819 8356 9004 66

Iéﬂ,{576¢435f?f'ﬁff6 720 3ooiiff;-ffi7522 485f2°1;t,ﬁf‘:35Q77* %097 E e e
. 649.762 6, 821 05osf;?tlff o454 9526 o 90 .68

;'”fa985:202ff5e:e16 917 450f;m]7ﬂ%;f;:25 ]75f;;f?f3vfm]27;97;f'»fnmtzo127;97i: fuflfgquﬁ 439)E[ferf ’

10908 7,012,750 2889 W87 206 364

{thlefIQSQEE';i31;249I9525 EJ?E7EJQ3’3197f;ENN”ﬁii30;9§df{fi'f*E t175é97i;;’nfﬁff_]SSQSZLN :i,:{:“ . ;Qsafi‘}'fji":
9% 1s0.52 7,090,00  33,68 21426 18005 458
ENICTQ7Ii.'.?'1’694;458:2 N ci7’290,b00 ?f;:i_tjf;35 18]_4?N5e;_fc232;4é; "f{{"*fiisﬁ.ﬁéfj'floc""_ .th‘;mfgiE‘n e'
_»c‘!fiI972f,']f];916t609-;fckf7;333,000]},tqtf;IE39 029,'71E: Ef?§1;37iigil f;ﬁlgé}QTE EfAErE;:" ,91}:§j§;¥;ftf,'

1974 QII}2;419:656,f‘cw“f7§329§000f;5“f;,f5¢46 321f S 3%0.07 213220 k22

0:7_0

o5 2mse 7,333,000 49 758,gf‘fjfﬁf’386;68i.fefﬁ7f_~252.1of RYL e e

976 2 856:877fnf 7,339,000 . 54,325 . 389.27 22080

R RS IR T R, R, B SR S G o SR B CHI ORI Xy

f5't1977fjf?f33 034.697 7, 329 ooofﬁg;‘_fj*y{59J999u,}f;fff1_414 0753.;'ff~’a223g21j";fg;f4;uf; 06

]Expend1tures adJusted by us1ng the New York Area Consumer Pr1ce Index



X ;1968,Genera1 Fund expendltures

ountedbto $148 17 per caplta S

-1fand represented 3 64 percent of the State s total personal

'”ﬁlncome
”*f.amounte‘_

"*f;;}from 1961 and 198.9 from 1968.

I

T“In 1978 t'eiexpendltures from the General Fund

;o $3105 81 mllllon, an incredse of 619 3 percent

Theiamerage annual growth

nhne{rate between 1961 and 1977 was 12 3 percent The average |

t

'7;growth rate between 1968'

' 'd_1978 was 10 5 percent HIﬁtfiiiﬁf

”m‘fi1977 the last year for Whlch 1ncome and populatlon flgures

&are avallable, expendltures had cllmbed to $414 07 per caplta

_Vand represented a total of 5 06 percent=of total State personal

i

,"€1ncomev};

If per caplta expendltures are adJusted to reflect

“'"°f;the changlng value of*the’dollar the shlft 1n per caplta

'1dg;fexpend1ture 1s dampenedtsllghtly from $78 76 1n 1961 to

*;gff$14sz6,1n 1968‘ to $223 21 in 1977 Table T shows. the an?ﬂ'§f7;n,,“*"

-i;lncrease as a portlon of General Fundﬂa

\-.

'de*ffepresented 42 2
>tate A1d represented
esented 10 3 percent

,t'L« In 1968 State

,v,

:eneral;State Operatlons

,onstructlon and Debt

xpendltures to 1970

dfrrfiWhen 1t represented 53. 22percent of the total By 1978 some

'} General State Operatlons'




.Construct1on dropped to 1 5 percent and Debt Serv1ce hadr
.,cl1mbed tO 4. 1 percent A maJor cause of the shlft between'i:
thGeneral State Operat1ons and State A1d w1th1n the Genera1 Tf‘*'
fs”Fund 1s the State Income Tax Income tax proceeds are |

‘*v‘accounted for 1n the Property Tax Rellef Fund,not the Gen—‘¥=

' "deral Fund CTE school a1d expendltures from the Property

’ :Tax Rel1ef Fund were counted as State A1d the d1str1but10n:

'lrzbetween General State Operatlons and State A1d would shlft

-

"”-from the present 51 2 percent General 'State 0perat10ns=-

'i[42 5 percent State A1d to 43 5 percent General State Opera—'; |
tlons 51 2 percent State A1d G1ven the sllght 1ncrease ; o
ff1n Debt Serv1ce the dramatlc sh1ft 1s 1n Cap1ta1 Constructlon,;
"”whose share of expendltures dropped from 10 3 percent to 1 5 {1l
”dTpercent. Although there are numerous reasons for th1s dec11ne,l
P7thehprlmary=ones=are lncreased rellance on long—term'bond1ng;,_ir

'_;the complet1on of the maJor portlon of the hlgher educat1on ,:

o expans1on program and pressures exerted by the State s ex—-edj*”:'"

"upend1ture 11m1tat10ns law Tables IIa and IIb show the shlftsij

fabetween budget category Table}IIIcshows_Bond_1ssues slnpe .

’4t1968

- fl.Expendlture Shlfts by Department

- Between 1968 and 1978 the Departments of ngher
'P;Educat1on and Human Serv1ces were the only two maJor State‘ ke
-5fdepartments to 1ncrease the1r share of total General ‘Fund |
f;Spend1ng Although 1t should be noted that if a1d to ,t-‘
Teducatlon flnanced by the Property Tax Rellef Fund were 1n-7:'

',“cluded the Department of Educatlon would show a substant1a1



TABLE IIa ;? ff.['i‘°

MAJOR BUDGET CATEGORIES AS A PERCENT
 OF TOTAL GENERAL FUND :
1961 to 1978
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TABLE I1b

© ANNUAL PERCENTAGE INCREASE IN GENERAL FUND EXPENDITURES ifg..’

_BY MAJOR--BUDGET CATEGORY

(5.5) 4T

~ Source: New Jersey Department of Treasury, percentages calculated

43

C | 1961-1978 s RN
~ General e o L - Total
o State Cap1ta1 Sub Tota] . State . Debt ~ General
Fiscal Year  (QOperations Construct1on GSO/Cap1ta1 Aid - Service . _Fund
1962 10.6% 18.4% 12.1% 7.1% f<"5?9% 9.7
1963 7.8 33.0  13.0 10.0  (6.1) 1.1
1964 8.8 (21.2) 1.4 8.1 291 5.0
1965 9.8 (18.1) 4.5 3.6 10.3 4.3
1966 9.3 29.8 12,3 12,6 206 12,7
1967 17.3 47.7 22,5 56.0  (3.4) 36.2
1968 18.7 26.2  20.3 S 175 EE A AR VY
1969 14.8 0.2 11.6 0 29.9. (1.6)  20.3
1970 32.5 . 16.3 22.9 23,7 18.4 - 23.2
1971 - 18.9 (12.1). 14.7 5.2 '38.8  10.0
1972 142 5.6 . 133 11.0  56.2 ~ 13.1"
1973 15.6 (15.4) 12.7 8.4 28.8 - 11.1-
1974 15.1 - 50.3 17.6 9.6 15.1 13.6
1975 15.7 (13.2) 13.1 22.1 9.7 17.2
1976 5.0 (41.7) 1.8 () T2.9 0.8
1977 12.6 71.0 14.9 (2.7) 9.1 6.2
1978 8.4 (48.8) 5.0 (1.0) 45 2.3
Total Growth o : ) S
Since 1961  782.9 6.8° 630.3 . 590.6 839.8  619.3
~Ave. Annual  13.7 0.4 - 12.4 12,0 141 12.3
Total Growth | | e e
" Since 1968  307.7 (56.6) 295.1 158.8  428.4  198.9
Ave. Annual  15.1 110.0 18.1 _ 10.5

by Committee.



 TABLE -ITI
BOﬁE’FﬁﬁE“??KTDs

Ba]ance to. be* S
Approprwated :

Net. Disbursed

‘“aohd’isgué“ff’?v “ and Obligated Unob Balénce

3 ; Aﬁthé iedff, Approprlated v-Recerts ;,7[‘

”f:,:1968 Transportat1on
o ‘H1ghways

' Y%Pub11c Transportation

7}5451 104, 173577
419517208

$ 20 371 350ﬁ5

i$d40;000;000 _
301,496,354

200,000,000

‘f$44o 000,000
200,000,00

:1974 Green Acres ,-: ‘

. Source:

_""--.1968 Higher Education -
9“;ff1968 Vocat1ona1 Educat1onvrs]?
e f]968 State’ Institutions

“Human Services and
Correct1ons
Health

' f51968 PublicTy
v5~a1969 Nater Conservation
) _;1971 Green Acres
'>vf1971 H1gher Educaticn
']wnAmto%mmw

Handlcapped

>'311976 Institutions.

Human Services”
Corrections

7.]976 Clean Waters

. 1977 Beaches and Harbors: .

1977 Medical Educatio,n
Facilities

1978 Emg. Flood cOntrol-  o

1978 Green Acres

“ "1978 lnst1tut1ona1 Constf
S 978 Sportstuthority ’

‘Ref 1n.

s
12?1560‘690-r |

98 705 899
1, 294 101

'ff::z.spo,go
,? é7i'.6@§d0:~sv
"7'f 80,000,000 -
1"155 000, ooo’f‘

' zs ooe ood:’

T ;zoo 000 ooo‘,

”*7_1968 Hous1ng As51stance Hb.ﬂ;s 12&500 0001

;::,1976 Mortgage Ass1stance '5-[ 25 000 Oooliﬁ
"ad;b°°é°°ﬁ}f

120,000,000
30,000,000

120,000,000

25,000,000

200,000,000
100,000,000

317,000,000

98,705, 899f En
om0
':}7,500,000;1ﬁ” " t
15 30,61 567f.f_
Mae,223
?3“6;§4T;612-s 3*

R 373 615
T_'150 089 393iv
12,500,000' _
Cwoines

4,003,300

1292,560?030ff =
27,500,000

270,914,158
_,'80,6005000_1fa
fwissiOQQ;QOQTT"

38,500,000
41,500,000-

f;?_2;071,17b;“>'
13,986

107,651,262

New Jersey State Legislature, 0ffice foFiséaTvAffaihs,

ER 2 801,747,;3;‘
360,000

1 452, 851

"f‘ 9,149,279
21,03
; 14,487,000 -

e
0

B
- ‘ 0» ‘-‘- .. ’ .

1,563 034{>

208 053,055

27 soo oooff'”"'5f

95,872,050
1 9,648 9957 [

08,370
vf-é53~517-é3§‘;, i
85,534,042
155 sso,oesfﬁf

3,000,7
aesze

89 691,982
3,300

4, ,795 827?i' :
"‘106,513,91377f"
5452,901;555?{j_ |
21,03,318°

5,634,602
5,144

248,481 S
67,908,086
‘f»$;77o,1é1’_~f”"
5,011,543

4,140,822
55,605,050
19478
aee30
35,205,553
36,704,826
20,030,450
' :4,013;§86,

Bond Fund Status Report as of 12-31-78. .

81,979;056-“

17,626,385
49,010,707

o

12,348,738

- 25,996,700
" 25,673,073
. 25,000,000
200,000,000
100,000,000

317,000,000

7986372



»1ncrease 1n 1ts share of total State spendlng The port1on ~md;rd1

_,of General Fund spendlng for H1gher Educ,tlon and Huma ﬁSer— f}&TVﬁ

e vlces 1ncreased from 11 2 percent and 16 5 percent respect1Velyﬁp, “

'£1n 1968 to 13 4 percent and 25 8 percenw

The Department of Transportatlon showed th'hgreatest dropfin_'f;

r:portlon of total General Fund spendlng;
“,cent in 1968 to 7 6 percent in 1978 ”‘Department o,;[ﬂfff‘”'

ngher Educatlon showed maJor 1ncreases‘1nyState A1d and

Debt Serv1ce budget categorles Th1s reflects the expans1on

v:g of the county college system and the constructlon program ;951”7

i

V$-assoc1ated w1th the growth of the State college system }

/ The Department of Human Serv1ces showed maJor.wn

| growth 1n both the General State Operatlons and the State

' A1d nortions of the budget ‘ Med1cal Assistance programs and
‘_the Shlft towards commun1ty based programs account for a

: large part of th1s growth

‘going from. 12.7 per- |

The Department of Transportat1on s drop 1n 1ts sharejv,_

;rof State spending shows a much more . complex plcture lThef;”7*'”

o actual overall drop 1s made even more dramat1c by two facts o

' :The f1rst 1s the 1ncrease 1n the Department's portlon of Debt
' Serv1ce from 3 9 percent 1n 1968 to 37 O percent 1n 1978
:‘The second 1s that although there 1s llttle sh1ft between 1968 B

"and 1978 1n Transportat1on State A1d between 1972 and 1978

’tgythere has been roughly a 60 percent drop Tables IVathrough

- IVdshow expendlture sh1fts between departments between 1968 :'ﬂib‘

'fand 1978

‘Expendlture Shlftsfby ObJect of Expend1ture
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X1

e
AT » _ ' SELECTED DEPARTMENTS AS A PERCENT e ’
SRS DL A o OF TOTAL DEBT SERVICE EXPENDITURES (GENERAL FUND ONLY)
1968-1978 -
o L T S U, Human Services
N ~Higher o o - and” . )
Year . - Education i Transgprtat1on - . _Corrections A1l Others
1968 = - .. 37.% - 3.9% RS ECTIY : ) S 30.6%
1969 - 40.9 - .. . 4.0 R 23.1 ' - 32.0
1970 . -~ - 391 : o o 13.9 . -20.4 i - 26.6
1971 - 32.6 26.6 .16.3 . 24.6
1972 - 30.5 133.2 . 14.8 o - 21.5
- 1973 oo 28.6 36.1 "13.4 . 22,0
1974 = : 28.2 38.0 13.3 i 22.5
1975 . .29.8 37.2 1.3 - ..20.0
1976 - 2601 + 38.0 “11.8 - 24.2
1977 : 24.7 37.0 o 10.9 . 27.4
9 - 37.0 o - 10.8 ' 27.2

1978 24,

ANNUAL PERCENTAGE INCREASES (DECREASES)
DEBT SERVICE EXPENDITURES (GENERAL FUND ONLY)

1968-1978
‘ Total
Debt
v -+ Service

1969 ’ 7.9% (0 6)% B - (19.0)% o (1.6)s
1970 13.2 313.8 L - 4.5 ST 18.4
1971 L 15.7 166.1 10.5. -38.8
1972 : 46.2 . 95.1 41.6 56.2
- 1973 : 20.7 40.0. 16.6 - .28.8
- 1974 135 20.9 14.8 15.1
1975 L 16.4 7.4 1.2 - 9.7
1976 o (13) 15.3 7.7 12.9
B 7 R 3.3 6.2 +.1.8 9.1
1978 - 5.5 . o 4.6 3.3 - 4.5
1968- 1978 253.4 . S 4,868.3 -103.2 428.4

~ Source:. New JerseyEDépartment of Treasury, péfténtages cé]cu]atédfﬁy Committee.
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General State Operatlons

:}"3;3fyears 1973 X

”v'f”category *EmployeexBeneflts, Publlc Transportataon and g

‘"IfoMedlcal Ass1stance programs have grown faster than other E

\

o In 1968 Publlc TransportatLon and Medlcal As—mfdﬁigf“ﬁfff”N

*7€fé31stance'accounted”fO' 9 6 perdent andp;im., reen Lpe .-
Geheril State ¢  budg reSpedF1V9ii;;:BY 1978 these

perd nt and L7 5 percent respectlvely ‘fgfofﬁ”_

e )rtant component of o

,: and 1t appears

,fBeneflts
‘V;n;As a '
& Percent of

e



»

"~ the shift in object of

V”r;fJGENERAL FUND . REVENUES f

'rianced State budget

Because of the Const ;qtﬁﬁ

. 1968P

;*1“:96»9'-’; | ‘j‘
;1968,],ffff
:1968;y;,f17

;1969;5¢f?f ‘

;1972-
;19751]@{172,ﬁ

1975, ¢.163

';gClgarette Tax 1ncrease from 11¢ to
14¢ per’ pack I

LCorporatlon Bus1ness Tax 1ncrease

from 3% to: 4% percent. : S

Motor “Fuels Tax 1ncrease from 6¢

- to.7¢ per gallon ' . SRR

”ifAlcohollc Beverages Tax increase -
from. $1 80 to $2 30 per gallon.;,r

;197Q%fc;;,71§ Sales Tax’ 1ncrease from 3 percent

‘to- 5 percent

;1972;{c;u53fé Alcoholic Beverages Tax increase nzrh:’dt‘;ft

“from $2.30 to $2.80 per gallon.

.1972Q;cff2455TClgarette Tax 1ncrease from 14¢ to f;p'r

~.19¢ per pack.:

{1972f;c,$25~§;Corporatlon Bus1ness Tax 1ncrease

©. . .from 4% to 5% percent

Motor Fuels Tax 1ncrease from 7¢
fto 8¢ per gallon LR o

New Cap;tal Galns and Unearned In-h '
- come Tax ' 1nst1tuted e =
g:Corporatlon Bus1ness Tax 1ncrease
"“from 5% to77% percent -
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'-'Ald to Independent Co]leges o

TABLEVa o

1 foF EXPENDITURE AS A PERCENT OF TOTAL
_ GENERAL STATE OPERATIONS =
— 1973-1979 .

L DS T e e T P78
CFY1973 ° FY 1974 . FY 1975 - FY 1976~ "FY 1977 =~ Est. -~ FY 1979
Expend' 3;$,Expend,5”’ Egpend - Expend. in' Expend. ~ Expend.  Appropriated

Valrsalaries'f,_ff_’aV;_‘:f,;; - 39 2%5. 38y j;37;5% .:[r» 37.3% o 36.5%  36.0% . 36.3%

’-Employee Benef1ts»f' s 0 0.4 109 1.3 125

'V'Mater1a1s and Supp11es }fdﬂ id‘i3;9j?fﬁf f'x4.7_  " 4.6

e .

90
4.4 4 a3
5 6 |

‘Serv1ces Other Than Personalllg, 5.5
Ma1ntenance

’ Add1t1ons and Improvements

0

4 .

;By..‘ ‘“‘ 612:e ;5 175.5n _'"
7 ' |

5 .7 o - 0.3
2 v R

4
5

.2;0.. B2 1.8
0.4 ,‘f-_'ZO;SS S0
6 6

o o N oo,
NN O oy
—

=)
0NN o
o

- Qutgers R

Col]ege of Med101ne and

“Dentistry 3.4 32 31 31 - 3.0

w

S
W

ol

w

’AAdJusted Scho1arsn1ps and ‘ S
Loans S . 2.2

o o N
o N o

; H1gher Educat1on by Contract : 0.8

NDoo Lol w

© B O ® 0
© o v o

Public Transportat1on 3.5

75
5.9

Medical Assistance - 15, 15. A 180

g O o Mo
~J
W N oo o N
~ ~ O o ‘
N W N o~

—d

) (&3]

s~ o
W o o

—

Other, Adjusted R 3

~Source: New Jersey Department of Treasury, percentages calculated by Cohmftteéa

R ‘"5{87" o

S A
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'7xSource:

ANNUAL PERCENTAGE INCREASES - GENERAL STATE OPERATIONS OBJECT OF EXPENDITURE 'vaw

‘TABLE Vb

1973 1979

Salaries

- Employee Benefits
Materials and'SuppTieS‘

Services Other Than
Persona]

Majntenance
Additions and -
Improvements

- Rutgers

CoTTege of Med1c1ne
and” Dent1stry

_ AdJusted Scholarsh1ps-

’ and Loans

Aid to. Independent |

Co]Teges

H1gher Educat1on by
Contract

~ Public Transportat1on o
» Med1ca1 Ass1stance
’»VOther AdJusted

. TOTAL

1974

1975
-Expend.

1976

',Expend..j

1977
Expend.

1978

Est.

'Expend;

13.
26.
22.

- Expend.
1%

15.8

18.
: (0.

25.

-Newaersevaepaftment

12.3

7)C}ﬂ

&~ o N

12.2%

17.9
21.7

31.9

6.5

(11;6)d'
89

12.4

.
(13

5.6
63.1

15,7
(3.5)

15.7

(0.3)%

150

(52
(e

. (24.3)‘>dv75_

8.2

5.0

8.5%

17.1

N 9.5

~(1.6)
.30;8‘1

37.4

6.7

7.4

9.8

9.2

(12.7)
16.6
- 48.8

12.6

24.6

C11.7%

16.8

- 22.9

 48.6
S12.7

’13,3

f‘f14;9 o

73

| 200
o (7.4)

46.9

Csa

of Tfeasurys percentages calculated by Cdmmitteef}“

1979
. Approp.

3%
- 20.

(0.

(47,

13,

0 N W owo
6 w o

. .,
> 00 W O

' 1973-1979

67.61

181.5

9.1

78.8
62.9

(14.8)

549

61.7

287

 60.3

- - 83.6
149.0

106.0
35,7

81.2



- TABLE Ve -

's'ffOBJECT OF EXPENDITURE AS A PERCENT OF TOTAL STATE AID
3 173 1979 - '

S e e T - o VfYFY 1978v,v o AP
SRy 1973"" 'FY‘1974, -~ FY 1975 FY 1976 - FY 1977 Est. -~ FY 1979 -
»Expend g - Expend. Expend Expend Expend Expend Appropriatedv

~ Education- T:;A;E%_.A ff;§T;7%’~1 6.2 f 66.1%  65.1%  57.0% H?‘ 56.8

'{'JEFEHTgher Educa 0 wlui?;f3~4f‘if~ 2 7 ,Eﬁc 2 8 :"f-?]i,-‘ E“3°7 E ;  '3;5

Nelfare 2 85 181 189 0. 202 186

PR ;THTghways 1t}32;97v_fvf.',2;1 'EEIE,Z.ﬁ%. c 1.3 To;91-"' ,vilbl;OHJ: 

‘“*‘LfHeaTth

7
3 |
C2a 21 29 22 32 28
 5 §J;7 ',42T:“£t8f‘EfoiéhA AE |

_ | e _

6.0 5.6 5.4 5. 63 56

- Source: Néwﬁdefséy:DepéfﬁménffbffTreé§uryg percentages calculated by Committee.

87 1.6 .



cc

TABLE Vd

ANNUAL PERCENTAGE INCREASES - STATE AID, OBJECT OF EXPENDITURE
1973-1979 ° :

1974 1975 1976 1977 1978 1979 1973-1979
A : : - o o Est Expend Approp. '

.é&uéation o TR '>3d.5%. (1.1)  (5.4)y »_,(o 4)% .;-j5*9%' o '47,1%
iHighérrEducatfon' T ,14;6 - (2:8) 4.0,\' ’:‘ 20 38.1N:f', 'i1.1” ; E- 676
Welfare | _} ,0;3 o 204 2.0 51 110 :.';(9.9)‘ TR
B Highwaygv . E ; 42 (9;éj | (4.0) (40.5) 217 161 _!N(So.sy
Health S :», B ‘- 3;7 115 : 31.8 (26.3) | i _‘63.3" (5.0) j>'A_'74f2
" Locally sharedvtaxes' 0.5 22 (s8.8) (1.5)  asds 742'9.1":f: 222;9;'f
COther g ':f_, 61 () a9 23.7 @) 87

TOTAL STATE AID - 9.6 221 (L1) (7)) (L0) 7.2 541

VSOUfCEIE;NeW‘Jersey Department of Treasury, percentages calculated by Committee.
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: L A
-v'hof these tax'lncreases were unav01dable However as State

'vSﬁfJexpend1ture_1ncreases begin to more closely follow the growth
1n State personal 1ncome,:there are 1nd1cat10ns that rate 1n‘:’.rf;:7

::creases may st111 be necessary’for revenuesito keep pace w1th

Ironlcallygbthis is true eved as the total State "

’Lexpendlturesbf

”':revenue system has become more elastic w1th the;me051t10nuof

'"*__the State GrossyIncome Tax Su%dfﬁgalm

- The pr"blem with the State tax systemlslts rela-
»'.tlve 1ne1astic1ty“ In 1968 three taxes the Aaéoh61i¢°f3%#f’"'

lxﬂand the Motor Fuels Tax‘ai~?7t”

nBeverages Tax the Clgarette

:?Aaccounted for 30 4 percent of Sta _ﬂrevenues By 1974 these

.jitaxes had daopped to 24 1 percent of State'revenue and by

0 percent of State_revenue;;

-hthe total revenuefyiéidﬁffomt

nt‘or about 1, 4 percent an—

us‘iﬂthe 1mpos1t10n of the 1ncome
e s tax systems
le for General

fFund purposes ture becomes even

uwfﬁbleaker 1f the Bus1ness Personal Property Tax and Motor Vehlcle
e | Sty e -
4fees are 1nclud d Slnce new purchases of ehulpment and ma—-~

3:ch1nery are.not'lncluded 1n thehBu81ness Personal Property Tax};_;‘ '

@

:base revenue from th1s source w111 slowly decl1ne and the shlft v75l:

sfto smaller andvllghter cars me ns«that Motor Veh1cle fees vh1dn

"*fare based on -{h]:ft f,we1ght w111 exh1b1tgm1n1mal growth 3.

'S~: 31t should be noted that ' ed.the'automobile'ﬁ

gjreg1strat1on fee: schedulj to lessen the_fee d1fferent1a1 be-

o tween- 11ghter and heavi vehicles. . The" 1mpact of this leg1s—

~~lation w111 ‘be to prevent an actual_decl1ne in motor veh1c1e
revenues as more people sw1tch to smaller and 11ghter cars

sy

'fﬂ“ ilﬁr,*"'




| The 81gn1f1cance of this to the General Fund is 111ustrated-
by the fact that these f1ve revenue sources represent about>
"28 percent of total General Fund revenues.

Table'VIshows maJor State revenuersources betweenv

. 1968 and 1978 As the table 1ndlcates 'even those revenue

. sources that do demonstrate a degree of elastlclty such as,

_ the Sales and‘Use Tax, the Corporate Bus1ness Tax and the'
‘Transfer'InheritancevTax do not demonstrate suff1c1ent
‘growth to offset those sources of revenue whose growth has‘
bas1ca11y stagnated | U o , »
In the 1968 to 1978 perlod federal a1d has been
a s1gn1flcant source of funds for program expan31on. As |
A'Table VII showsfederal aid 1s decreas1ng as a oercent of
' 1tota1 revenue, The 11m1ted growth of federal a1d and the r
‘p0881b111ty that State government w111 no 1onger recelve
’fGeneral Revenue Sharlng funds w111 further compllcate the

| ‘problem of. total revenue growth

 INTERSTATE COMPARISONS

. ?Expendltures !

o Between 1961 and 1977 General Fund expendltures
‘Tln New Jersey grew from $69 39 per caplta and 2 5 percent of
total State personal 1ncome to $414 07 per caplta and 5,1

’ percent of total State personal 1ncome . For the natlon as »
‘:a whole during the comparable perlod (1961 to 1976‘actua11v);v‘v
State government expendltures went from %155 per: caplta and
6.8 percent of,total national personal 1ncome to $630 per

capita and 9,8 percent of total national'personal income. .

57



T BLE VI '
STATE REVENUE SOURCES

T T IR S e e T T 1968-1978 SRR Sy
' L Ch L1968 1969 . 1970 1971 T 92 197'3 e s awe e !918 ‘
Mcoho"c Beveraqes ux(sooos) £ 33,608.1 * 36,033.3 - 42.474 5 43.512.9 45 737’1.~9 "49,914.1' . 56,780.7  54,663.3 ~ 55,355.5  63,875.4 . 54,927.4. . P e

% .of Total‘Revenue - . 35% L% T e L 2,98 et 28t 2.6 a3 :
% Increase 0ver Prior Year .- 1.2 17 9 L 2.4 10 0. ~13.8. 0 3.7y . 13 (_2_8) R Z.q L
g _.BusinessPersonal Property o R R B R e et i
. Tax-($000s) e, 734 2 £141,950.3 ._,_45_,;342.5- -50,843.8. 5 57 777 9 64,273.8 . 70,522.3 77,979 5 ao,m 1‘, '81,176.2 -
-~ 5% of Total Revenue 2 3. 362 3L 3% 5 3 oxﬁ- T3 o338 3. 21', Camsy e s
¥ lncrease Over Prior Year . o ) 93.0 ’ 9 3 STRO 11’2“ SR 9T 006 32 0.8 "
Cigarette Tox (S000s) ‘°°“29-3 "5’9“0 5 017,921.9 123,500.9 13 67,7500 167,006.7  168,002.3 168,801.3 170,088.0
% of Total Revenue - - - »m.’sg CU10,0% U898 BLag g2k 798 69% s 3: L
% Increase Over Prior Year i Lr16:20n 0.8 6.0 T 1.6 . o (0,4) 0.6 e

”_;coruormonausiness Tax (sooos) lzs.azq.s 207.223 e 221,812.9 - 162,293:1° . 174 “281,999.2  313,751.1 3§9,o‘35.6‘_ 462, 368 2. 497.350 8 :

% of .Total Revenue ' . :* SRS L L 17 %5 167% 0 10.9% i3.8% . 14.8% | 16.4% - 14.4% :
% Increase Over- Prior Year : - 7.8' LT (28,2) K _ 13,0 B § B I 15 g 7 7
Insurance Premiums Tax (wms) ©31,M0.7 © °33,505.4 34,690.2 .'4";._233_".8_' 46,4861 48,4013 49.459 6 51.799 5. 57,769.1 ', 70.593 5 M55
%.0f Total: Reverve - - DR T 209k 2.6k 2.9% i-" Lo 91 L 2.5% 2.4% 7 2i5%. 2.4% et ot e
- % Increase Over. Prlor Year ERRETPRETRE 2 SRS 4 v A8 7 &4 . 420 02l T 4.7 BEFEE § SL AN 2.2 DS X N
:'uotor Fuels Tax ($000s). 155',1';5.9.,"--1_5'7,392.3‘ 199,599, 1 210,755.3. 224,914 6 268.354.9.‘ : 5’263.488 2. 272 474 7..281,501.5 288,817.8 vzss.m’.”z
— - " %-of Total Revenue: -~ - L 6% 16,087 15130 14.2%. ' C13% 1 _;_'!LS!,?, 908
"% Increase Over Prior Vear T 0.0 »»_6'.‘5 : 5.8 0.1 o 5 N B & 6 i
o Motor Vehicle Fees (sooos) - 99,860.0 1 122,229.5  130,232.4 - 14,8801 141,290.7 ise.;sazv.oA fflso 195.2 °162,332.5"194,659.5 zza,oss 9 236 9. 9. L
s % of: Total Revenue S 10.5% 70 10.4% 007 9.8% 9.;1:'~j 8.8%° . B.2% - c7.8% . - 7.9%0 o808 7.08 .
P Ll _ o3 lncrease Over Prior Vea o 22. . 6.5 48 . . 1.0 .. . 21 ) RS | 4.6 : 5 9
S i p.,bucuunues ExciseTa (sooos) '16,41072..  17,445.9". 18,822.2° " 30,648.2". .24,624.5 © 27,147:3.. 30,3»19,,7 737,720.4 © 84,171.8 50,045 55,315.3 . .
: f Total Révenue -~ JEEERN TR 1 JERTURIS W1 SRRV O S 25 L SENES B U ©L BUU1s% L 18y T 18X oL 16% L
L i'l)ncrease Over. Prior.Year ~ % < . w 6.3 7.9 . .62.9 i (19 7 10.2 C17 - 2640 ¢ 17.1. T 13.6 m 6
' sales. and Use Tax. (30005) . 238,208.4  264,902.2  355,613.5" “521,686.0! 579,552 2 ssl .937 ot '73,5,96@.6' 770,380.7 . 629,483.1 905, 149.4 1.003,034 3
£ Total Revenye . . ¢ vl '2'5.01 S o2 26.8% C 35.2% 236018 0 U36.00% 1 36.4% 34 2 .28.3n A T R S i
:(I,m:r:ase er Prlor Year : ALZ T2 T 46.7° ) 153 Cae 17*7—‘ T R o S 7 R :l———MT»- - vlo.a,__v_». T -
Transfer_inheritance’ Tax (8000s) 55,7906 63,176.3 66,651.0 . 65,0617 75,673.1°  75.426.0 - . 87,159.7 ~81,389.7 79,93.8 ss}.m 27 96,0869 -
> Total Revenue - - SRR = T 53% 5,087 A% ATE L 40% O I ORI N R I P 28 | SRR
— . - : 'l’ncrease Over Prior Year R S & A (2‘ 4) - 16.3 (0.3) . _‘5- 6 . (5,7)‘_i “(1.8) 7.0 12.8
: - A1 Other ($000s). . e 7_5.'53'9,-7;' 82,25.7° - 91,687.1 : wa,m 2 109,906.2 :"123,»‘029.1 TH0,603.0 133,556.8 238,196.47 Tn 0282 S SO e
i giof Total ‘Revenue _‘ 8 . XTI ;;7’.6%“ R K S R ox T : 6:7% ©6.35 9.8 25.4% S
RREA S 3 Thcrease Over Prior mr SRR e s ».1'5...5._. - (5 0)_ _,,,IQ-G,‘ M08 e -
' Revenu A R ' . : ‘*."
"’é:lf!:?{:éﬁss ev?" St 952!_&_29_.2-'1»,1 3.084 sv 1,325 347.3 1, 491 108:0 1,609 786.4 1.908.548 9 2.042 138.1°2, 115.573 7 z.m.sas 13,202, 3%0.1 T
1 lm:rease Over Prlor Vear : ‘13, 0! i 12, 51 ¢8 01 L8, 6%: Cr,08 3. 6% 14 7% 32 i, S -

" Total State Revenue (20003)

. -+ - (Budget Document. General -
w7 0w 7L Revenues: Anticipated and
A RS ‘Budgeted-Consolidated

;: 967.297 5 l 170.962 31, 331, 138 11, 511 301 5 1.527 347 4 1,941.070 2 2 100,604 6 2 Ml 199 3 2, 429 882 33, 239 652 3

. Summary Exhibit *B"). .- Lodhils o S e e e <]
S lncrease Over Prior Year DO BRI 1 75 T T 13 n CA3SE T TR 193800 ‘8.2 o L9 ;}_13-51” 33 . =
_Fiscal Year i o7 1968 1969 vmo 1971 ’_1972:“ RERS L ,_1974 19757 - 1976 LI 1978

- neﬂects change in.Tax “Raté or Tax Base. ) : : ) :
; o= v !ncrea:zsekesulting From the Capital: Galns amé Uneamed Im:ome Tax-1976 and 6ross lncome Tax-l977. :

_ource‘* Annual Reports of the Division of Taxation, 1968—1977

[ . B o e o
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&
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TABLE VII

FEDERAL AID RECEIVED BY NEW_JERSEY STATE GOVERNMENT
SR . 1970-1979

‘Actual - - ‘Actual . - Actua] L Actual U Actual’
1970»w:.:“~:1971. g:L, ]972‘ ;5 ]973 :_ 1974

o Actual Actual “H Actua] ,?Estinated
© 1975 R ‘976 : ]97 L1978

: ijAGenvraJ State Fund

.‘A‘T$11§37,997 $2 287 374 $2 421 890 $2 968 226 $3 238 155 $3 i?O 867 $3 3?5 204 $5 072 237 $5 %?7 25] $5 6

180 sy 22,6

1, 958 505 2 307 742.7" 2, 2 950 611 3 396 93775."

ST 8

4 060 323 » 4 888 923
4.6 . 0.

;,:Federal Ald
;vBudgeted .

~ Non- Budgeted

.. .Total. i
% Change S

19,89 ;’34_7,"795? S350 40,195 -f"v»éé;‘fz'as Cman @ (@)
o a28leB2 . 566,120 568,741 . 790.601 832,211 1,002,307 .
r_tms %8 §600,9%5 T 605,891 § 830,796 § 890,997 - $T:054,478 1,014,173 §T,29;

AMaJor Federal A1d'” e i : e » ‘

gy - Categories < .t oo T LieT S e
,;'ffducatlon ",”? B :’$._-7l;348, $..90,457 $. 106,869 $ 117,343 °$:- 120,214 $ 148,581
*rthransportat1on f"‘ - 146,791 "7137,004 . 4,340 143,717 - 137,249 162,103
CARE R R 193 914 7,480 - ~:7414,505 - 5'430 192vt, 453 ,389 554 .360
B A 1." ST Az, 008 13,6800 25,110 80 391 86,]83“'1 88 565@

. fuMaJor Categorles as :" :, ‘f Cen T
" %.of Total Federa] A1d 'ff'SQ;Sp ST

i T_Fed ral Aid as a f 
“‘;v% of Total Revenue R

23 263 L 750

v'ﬂl Nhen total expendltures exceed total revenues for a g1ven year, 1nter fundﬁnvansfers and other adJustments make up the dlfference
: Begtnnlng 1n FY 1976 Federa] Ald was provvded as a total flgure not. broken out 1nto budgeted non—budgeted . :

V»vﬂvg3Beglnn1ng in: FY 1976, !nstttutIOns and Agenc1es ‘was’ sp11tA1nt01Human Servvces and’Correct1ons, the f1gurerg1ven ls th
L Human Serv1ces Corrections total ) ) . : Wl . : ErARR B

. Source: New Jersey State Legislature, Office of Fiscal Affairs. -




_,Alt,ough State expendltures 1n New’Jersey grew at a faster

Vifﬁirate than d1d State government nat10nw1de New JerseyaState,57'=bn.

: ) - = .; W ; . ;
'ff@Governme t[remalned considerably below the national average.‘

‘Afmore detailed comparisonhof expendlture patterns;fd

ems of expendature._ Only

a1th and ored*‘

v’f}natlona} aver”j

SLState person

expendlture

a and 10
s below the
sey State and

the*natlonal

bfaverage than anathe State'totals alonei':;'

’wiﬁfWhen the comparlsons are 11m1ted to the more 1ndus—fﬁ

'fif‘ trlallzed states partlcularly those 1n the Northeast New ;l;fp

FJerseyrv v-ugallty stands out'eiz;f

e 1ndustriallzed

ff'states only Ohlo and Connectlcut spend 1ess per caplta’for”

.fState and local government comblned None;of the 1ndustr1allzed

/:»'

iwstates spends 1essfa5ha peroent of personal 1ncome on State

S

»S,%TheiGowernQrWSQéommlss10nutofﬁvaiuatéﬁthefCapltal Needs of

%f_3VfNeijerSeylﬂQpﬁgGSfGQfanﬂ£61#3LAPTilﬁ1975, Trenton New Jersey

TNV;i;n drawn'together for the 1976 ~fﬂh’1‘“"d

n:tte nersonaliincome,u'

when total Statf,:,j**é.,j'




TABLE VIII x
INTERSTATE EXPENDITURE COMPARISONS e
SELECTED ITEMS, SELECTED STATES - 1976 =

E .'C'arlifor"ni_e_ Connecticut = Georgia

North
Ca rol ina

" Massa- . - o New

chusetts ~Michigan =~ Jersey = ‘New York L

- O'Ahi}o :,. o

Peninsylvania  Texas . . "“National =

k vState Populatlon -duly: 1, 1976 o L
~ " {prov.) ~000s. RS B T o
: .,_State Personal Tncorie 1976 o a
: ($ Millions) - I

_ 22,929
Per Capita Persona] Income

183,892

, j ,e7,151,

L .'Total State General Expendl- o
o-tures - ($: Mﬂ]ions) R

“ per Caplta : ;
As a Percent of Personal Income

’17 0628 -
792,88 " 647.73
SRS VO TR

“ - 'Direct General Expend1ture of ‘
State,an'cl Local Government o

I 14.8:

103

4,970 -

2r,576

7,356 5,548

2,003.4

'1,091:82°

5,800 9,104 © . 7,336 18,084
Lomr'°

"54'152
7,381

76,588 . T6,754: - . _'5,453.;
71922

979.83
14. o,_ -

6,819.1 a, 509.9 3,718, 9
0 749.03 614,760 .
B T

2,857.6 4 ,435;6:1,
574.96 763,74?'
o4 L6

;.,.1'383 1‘; B
CoonI3sAL
AT

}.11;90317 o
‘L
e

84, 300

'ﬁ¢185;3761"'

‘.Source:

vFaEtsVandeFiggrée §Q=Co§érﬁﬁeﬁt Fiﬁéﬁeé;aigth;Biannﬁaieﬁdition71977.

'5;469»;;'1.10,690 L

20,821 " 68,541 7

- 680. 0
125

'“103 20a : .
, 99,431 ¢
103 PR 154 B

'TThe Tax:Foundéfionlihé:Eef~

'-11}362Lj,:” 12;48i3>3' ”:213@997';[;

7 436 1, 367 8493TJ,.

6 393»3 s

18209

I 93




'7;d€Revenues

’““ff’Relatlons’

g Vifof each state s revenue raislng

‘“ijby spec1flc revenue SOurcé;;;”

'jf;;adJuSted flgures 1ndlcate|that

?_f}however

,;fgeneral expendltures than.dOéSiﬁéwijergeylc
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CTABLE IX
.- INTERSTATE COMPARISONS
- STATE AND. LOCAL TAX COLLECTIONS

PERCENT OF REVENUE BY ‘SOURCE, CAPACITY AND: EFFORT BY SOURCE

~._,;General
7 sales

SELECTED STATES - 1975 o

Selectlve Sales SRR
. and e " Individual
- Gross Recelpts - Licenses jvlncome‘

Corporat1on

‘_ﬁeath éf’f
S oo and o
-‘,Property : Gift

Severance g‘fTotél

o California % of Revenue ‘f;'
AR ”.,-"‘_Capacx t_y/EffOY‘t f .

:T% of Revenue

;- Connecticut .
PR PN ‘jCapac1ty/Effort;

i:t% of Reverue - T 25.2%

;Capac1ty/Effortf" "ET
| 55y

"fv"Georgjaval

:.fMessachusetts'l% of Revenue : S
RPN S ﬁCapacity/Effort SR

19.0%

,%.ofgkevenue )
' “Capacity/Effort

‘% of Revenie f’?;“-r”“:
'aVCapacxty/Effortrn_

li% of Revenue ool
_Capacvty/Effortuv;>n:

Ly ‘of Revenue - Sl 2140
fCapaCIty/Effortj_gr_igff

g of Revenue

Capas1t¥/Effort“" L

% of Revenue -
,ACapac1ty/Effortx L

"% of Revenue - o
:?aDGCJty/Effort1;ﬂff_"‘

% of Revenue vrff} ‘:iinlﬁhi. ,f3
isted for Income Taxl B

k ZL% of Revenue
[CapaCIty/Effort

13 7%
96 80

had on: 1975 tax recelpts..,

Source.

.»;if'zé;gzifg
10-129

o 1‘9.9%;_ A‘ .
94-97 - - .

ooes-l0
ey

98-80
93iss

[ 1 SRR

Tax Wealth 1n Flfty States.-
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0.6t
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16.8% 2&8%7”f o
91-140 - 105%69°
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993 . o1ae o 0z-is6
e P Tfes;ezj‘ e
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10008
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‘0 relate the current New Jersey Revenue Structure, which nowvincludesva Gross Income Tax to the National
nstitute of Education Study, which used - Fiscal. Year 1975 as a: base _year for the interstate comparisen, ;‘;‘,
: New Jersey Tax - Collections were adJusted for the estimated impact that 1976 Income Tax package would have .
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'l(pre—prOposition 13); Ma5sachusetts and New York;fabout the
bisame as Connectlcut and Pennsylvan1a and:higher thaanexas,
f”Ohlo North Carol1na and Georg1a | |
When 1nd1v1dua1 taxes are esamlned 1t is found that
.'New Jersey collects 1ess than its potentlal from corporat1on
7vnet 1ncome taxes the general sales tax and the 1nd1v1dual"”
jllncome tax It collects more. than 1ts def1ned potentlal

ffrom the property tax selectlve sales'and gross.recelpts

. taxes, »llcense.fees,and death and giftvtaxes.

Among the states selected for compar1son ‘New -+
iiJersey no longer demonstrates the greatest re11ance on

‘i propertY;taxes, as Massachusetts now leads that category.
d;NeW Jersey does 'hOWever have the 1owest rellance on cor-

T‘poratlon net 1ncome taxes as a source of revenue

‘4pGENERAL FUND - PROJECTIONS THROUGH THE MID 1980s s

;Expend1tures

PrOJectlng expendltures w1th any degree of rellab111ty
f is v1rtua11y 1mposs1b1e Although publlc flnance 11terature ’
f contalns a number of econometrlc models that purport to pre—
de1ct levels of government expendture none<3f these models ‘has
xany pract1ca1 value to those who must face the realltles of
fbudget de01s1on making. For the most‘part the models at—

v-'tempt to relate government expendltures to some economlc in-
:,qlcator.”;ln actuallty,;the factorsjthat determlne State

'.governmentvexpendituresiare’so COmpleévand\dynamic‘that'attempts

,ftoyprojectga‘rate of gromth“or‘a futune”dollar‘ demand'are

| ffutile.
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V”fmay come

:aThe State merely has to shlft the cost to subordlnate unlts

anjexam1nat10n of current act1v1t1es the

:for future government actlon’

Wﬂ?iomy can prov1de clues as to where the pressures for expend1turesi'“'

Salarles and Employee Benef1ts e

,,‘*beneflts make up to 48 8 percent of General State Operatlons eX-ZV.””

"'pendltures -or. apparently 25 percent of all General Fund Expend—LQV

)

d'ltures.v Over the past ten years total salarles and beneflts

V'fzhave 1ncreased at an average annual ratenof_12 percent although_f

_the average per employee salary and beneflt total has only ;gf}

gcreased by an average annual rate of 7 3 percent

Controll1ng salary and employee beneflts w111 be a

”‘”EmaJor factor 1n the State s efforts to keep expendltures w1th1nt77i'

. tavallable revenues

'i'ufcent of all General Fund expend1tures Although State a1d hasfn' "
‘nrgrown at an average annual rate of 10 percent over the past tendagfpv

.vyears the growth has been negatlve 1n the past:fpw;years

To some extent State a1d 1s totally controllable

;.of government However local cap 1eg1s1atlon has made local;jf*l

il

‘.unlts of government acutely aware of the costs of State man—jf*;:hlv
:dates As these mandates consume 1ncreas1ngly greater por-ﬂfy'“
hfgtlons of the local cap leeway, cons1derab1e pressure w111 ”;:_ﬂ,y

'~§{be generated for the State tolexpand State a1d accounts

'nd the state of the econ—t*h" |

Salarles and employeel ‘

State Ald Accounts _ State a1d totals about 42 5 per~“d"



”;,fgburden on the Genera Fund

fass1<

=tance payments ’

he*fact‘that they
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"‘iﬁlace an 1nord1nate S el
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;:However,»lt may be de01ded that the past

V;gcapltal tems willlplace an'f’creas1ng burden on ava;lable

'fV,‘General Fund revenues

f;Revenues

Through 'he m1d 19803 the present General Fund

N revenue structure can be expected to grow at an average

‘ijepannual rate of 6 to 7 percent

”tﬂfThe current General Fund revenue structure d;i;

B 'f,f“}thZ remain fundamentally the ‘same as zt
o . urrently extsts,pand i ,
et Inflatton szZ conttnue, but there thZ be S
" no dramatic: upturns or. dbwnturns in the,:"”’f DU
: State & economy - : et
An examlnatlon of spec1flc revenue categorles 1nd1—;hhf;ﬁh
5d7cates that 1t 1s reasonable to expect the follow1ng 1eve1s of
';]‘growth through the m1d 1980s3:h' | | | |

R

o ;n ThlS prOJectlon 1s based on the follow1ng assumptlonsiig’d

Prlce/Demand Sen31t1ve Taxes i aateécry9ccns§stsj¢dfﬁ

_,of the Sales and Use Taxthransfer Inherltance Tax Insurance ‘-“’{



because they have -

.ions, employment and consumer

. From 1971 to 1978, the average anmual rate of.

 growth of the revenue -- adjusted for statutory changes

gregate through the

the average

. General Fund r

~ cent per year through the mid 1980s.




Mlscellaneous Taxes,_Llcenses and Other Revenues

:'ff:Thls category cons1sts of departmental fees and revenuesgff":”"h

'.‘1nclud1ng llcense fees,.tultlon »charges for serv1ces,,etc.,"ﬁa

;and constltutes more than 8 percent of all General Fund
revenues It 1s ant1c1pated that these revenues w1ll grow-
'Tat an average annual rate of 9 5 percent 1n the next few
»“years 1n llne w1th past trends. R g R

' Most of these revenues are related to dlrect act1v1-hT

',;'t1es of State government Department of Human SerV1ces re1m— ,,.?

'ifbursement fees for example,_are related to the cost of pro- R

k]

‘v1d1ng 1nst1tutlonal and other serv1ces | It 1s assumed that

'7'the myrlad fees taxes and other charges compr1s1ng the entlref

'1..category w1ll be modlfled over tlme 1n l1ne w1th changes 1n

,the cost of State government and the add1t10n or deletlon of ;?j

'~governmental act1v1t1es 'rt‘cﬂ-a

Ex01se Taxes The taxes grouped together 1nclude

=the Alcohollc Beverages Tax the C1garette Tax the Motor'u°

1‘Fuels and Use Tax and Motor Vehlcle fees The tax base of

"l each tax is a funct1on of un1t consumptlon and the tax rate‘\t'"

'1s a flat per un1t charge

These taxes constltute more than 22 percent of all
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: growth 1n»the next f1sca1 year, but it is not antlclpated
f.that th1s source of revenue w111 show apprec1ab1e 1eve1s of

‘ growth through the mid 1980s except as ex1st1ng games are
expanded or new ones developed |

| Parl-Mutuel Tax revenue has.been decllnlng for'nu
Several years for a Var1ety of reasons 'leven the levels‘
'of 1nterstate compet1t1on it is llkely that Parl-Mutuel ‘Tax

revenues w111 remain stable and poss1b1y decllne

Miscellaneous-ReVenue Items. These revenues con-

s1st of Mlscellaneous Interfund Transfers General‘Revenue
Sharlng, the Bus1ness-Persona1 Property Tax and payments s
bfrom the New Jersey Sports and Expos1t10n Author1ty

| These,revenue 1temS”const1tutevabout 5 percent of
'all Generathund revenues »It is antlclpated that these
'revenue sources w111 remain at current levels or poss1bly

.decllne Oof. partlcular concern in th1s revenue group1ng 1s .

*.‘the very real poss1b111ty that General Revenue Sharlng ($76’

.vm1111on in f1scal year 1980), will no 1onger be ava11ab1e
:for State government use. after the flrst quarter of f1sca1

| _year 1981 | | |

Table X shows ant1c1pated growth rates through

the m1d 1980s by revenue category grouplng

on



fﬂ]fage‘on both

.ffal 1ncome

'ﬁékpéﬁdituréS~'f

a,

When ~f f7=u”



'_compared to 1ndustr1allzed states and the Northeast

;fpart1cu1ar New Jersey spends even less Three maJor 1tems

:thof expenditure appear to be placlng the most pressure on

lidState expendltures Salary and Employee Beneflts, Publlc’fb

tTransportatlon and Med1ca1 Ass1stance.v nghway expendltures‘};&'r

’have decreased over the years but are a potentlal source of

’°:cons1derable pressure for future expendlture growth

Revenues Although revenues kept pace w1th ex-‘ :

N

ipendltures over th1s tlme perlod they d1d so through rate

7h'changes rather than 1nherent growth Currently, the General

‘Fund revenues are prov1ded by a tax structure of wh1ch almostfi‘f~

“'f_‘one thlrd of 1ts base 1s essent1a11y stagnant As a result

";Tflt 1s expected that General Fund revenues w111 grow at a

f “rate cons1derab1y less than the State s overall economy lt&'

‘7"1s ant1c1pated that General Fund revenue w111 grow at an

‘uaverage rate of 6 to 7 percent There are 1nd1cat10ns that

"’?f3New Jersey 1s der1v1ng 1ts full potent1a1 revenue in relatlon L

f'vto the State economy, however the dlstrlbutlon by tax source T"”‘”

"*r ls,uneven, Property taxes are st111 considerably h1gher than TTTT‘

"thetnatiOnal_average,kas are. selected exc1se taxes and [i‘

license fees,

The Income Tax Package 5 There 1s no quest1on that

s the State 1ncome tax has 1mproved the total State tax struc—
ture In1t1ally property taxes were reduced : The flrst three:
' years exper1ence under the State 1ncome tax 1ndlcates that

‘property taxes have been stab111zed or the rate of 1ncrease |
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1;be1ng devoted to State government at a constant 1eve1 : How—

Q'fever certa1n1y 1n the short run future revenue base 11m1ta—hfa‘

),

'lftlons w111 probably exert even greater pressure to hold down

'f:fState government spendlng

Over a. longer perlod of tlme the State eXpendl-f‘ff"

ihture 11m1tat10ns worklng in. concern w1th the more strlngent
texpendlture 11m1tat10ns on. school dlstrlcts, mun1c1pa1 and
'fcounty governments should have the effect of 1ncrea51ng the"
;'UState share of total government spendlng 1n New Jersey ‘Asf
:thls occurs, New Jersey w111 be more 1n 11ne w1th State/local

;f:expendlture relatlonshlps found nat10nw1de

The General Fund's Future - Through the M1d 19805

'ﬁ;fleen the moderatlon of expendlture growth that has prevalledJS e

':hffover the past three or four years, the generally 1ne1astlc '

”'f&ytax structure that supports the General Fund may nOt create ;vpe”'

"the problems 1t has in the past

It 1s the Commlttee s feellng that the State can,ff

% ,expect a General Fund revenue growth rate of 6 to 7 percent tffux‘;‘

"T*annually

'ment thls growth rate can malntaln the current 1eve1 of State

”"fg,servlces

It w111 however not prov1de funds for the expan-v

’381on of current programs or the 1nst1tut1ng of any new:"/

-programs

The Commlttee generally feels that w1th good manage—)';;T
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e lNTR'ODUCTION- o

One port1on of the J01nt Tax Pol1cy Commlttee s

’foverall respon81b111ty was to rev1ew the prov1s1ons 1mp1em— .

':lfentat1on and 1mpact of the local government expend1ture

5711m1tat10n law Wh11e there are many local government f1nance FEe
*flssues whlch mlght reasonably be rev1ewed by a commlttee on'u e
‘ﬂtax pol1cy, the Commlttee s rev1ew focused on the expendlture L

'“Ftllmltatlons 1aw (C 4OA 4 45 et seq ) for the follow1ng reasons

-lﬂf The Leglslature 1nst1tuted the program on an

’f'experlmental bas1s and called for a rev1ew at the end of the

:perlod to adJust the program based on experlence gc 40A 4 45 l)}h“

,f0r1g1nally set for December 31 1979 the exp1rat10n date of‘ t*‘i

.the law has been extended to December 31 1982 ThlS report gfax-

’fxprov1des an 1nter1m rev1ew of the law ndT]V S

"Jt2 The concept of 1mp081ng flnancial 11m1tat10ns‘v7~'

Don local government is. a novel approach to controlllng 1n—f,f'

’.creases 1n the local property tax Durlng the 1ncome tax

'gdebate many leglslators felt that to 1nsure tax reform 'a,ﬁil'

’-statutory constralnt was requlred to 1nsure a reduced depend—ﬂc-“”'

”j_lency on the property tax to f1nance local government serv1cesgi.ﬂ

To av01d dupl1cat10n of effort the Commlttee deferredgf'

- fto the J01nt Commlttee on Publlc Schools for the rev1ew and

: evaluat1on of educatlonal spend1ng The Commlttee is- 1ook1ng

ﬂforward to the Jo1nt Comm1ttee on Pub11c School's reports and

'frecommendatlons on the»}cap laW affectlng educat10na1 spend1ng;t?‘

. The ent1re area of property tax admlnlstratlon (e g

Iassessment pract1ces, tax collect1on, the appeals process and



assessment practlces
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' f:throughout the State to afford max1mum part1c1pat10n by

o elected off1c1als profes31onal organlzatlons and the general

szhpubllc

;June 27 1978“ IJ&ZWHunterdon County Agrlcultural Bu11d1ng,-
B e .4¢ﬂF1em1ngton NJ ,v R T L= E U R 0

:";fdJu1?¥11;h197$hfhu :”County Admlnlstratlon Bu11d1ng, ?5@ef+g”*]fr{a#

_ : S oyille, NJ- » ” i : ,
'7Julvi12}r1978ld ’hvnW1111ngboro Mun101pal Complex W1111ngboro,.*
et N (Jointly: w1th Subcomm1ttee on . the X

"~General Fund) i RS ‘

wngﬁiy:13\;197833.“57fNewark City Hall Newark NJ (Part 1)

. ”‘_July 25 1978'“df5 fBrookdale Communlty College, Llncroft NJ

'_ﬂ]August 3, 1978 ,Q,ﬁjNewark City Hall, Newark NJ (Part II)

';August 1O 1978 '?Counc1l Chambers,‘City Hall Jersey Cltyy NJ |

ViNovember 9 1978 Assembly Chamber State House, Trenton,7
v :,;;NJ (Full Comm1ttee hearlng) g2 '

Stat1stlca1 Analys1s In an attempt to measure the -

'-f1mpact of the cap on local governments, bas1c 1nformat10n was

”‘}/collected on both revenue sources and expendlture patterns.' Adff;:f

1mgsurvey quest1onna1re was sent to all munlclpalltles and countlesqu;

”‘:[requestlng expendlture and revenue 1nformat10n for the calendar;T:j”

h7years 1976 1977 and 1978 The Commlttee rece1ved responses’“":

‘lvi.the 21 count1es

a TO fac1l1tate an’ order rev1ew of these responses,_ajnj‘“'

"Vt}random sample was des1gned based upon populatlon groups

Populatlon Group R State ]. Sample b Populatlon’f
Range .d’. ”} Number % of Total Number % of Total

‘ less than 5 OOOj).Af236f' 42% i‘ 38;[&;7‘”‘39 6% D
5,001 = 15,000 - f[199s”r;,, 35,,;',; f& g N
15,001 -'30;000‘r1=5ﬁ87j'1 g ks g e g T
30,001 -75,000 ' 34 . . 6 rfiv*:;,7,g R (o BT
- more than 75 OOO}};V&;llQ;Qghﬁf.Z‘LN',,-ff 2 o201




w.;fnten31ty of urbanl

t?fs1flcation system’developed by DCA

’Tg,system was used because i

e ulatlon and den51ty, and

n"-d?condltlonsf'communlty pat

lefh?dency w1th respect to SQC

_fﬁlncludes the follow1ngvcafff";'t;

“Urban Center.f*i»

Urban Center-Rur

o

1 Th1s nlaw81flcat10n

t reflectszactors other thanrpop—ﬁ'w’

1noludes iand use patterns, hou31ng

terns and medsures of central ten— e

1oeconomlc cons1derat10ns @Itsjgﬁgaglfﬁj;:’

s,:lsely populated W1th
“frenslve development

pop :
iarea surrounded by rural

}Predomlnantly 51ng1e famlly

treéldential ‘within-a short
adlstance of! an‘urban area

bwffldly geveloplng area but
i1l large traots .of “open

S ,ered small communltles
,and 1solated_81ng1e—fam11y

1ty core area w1th
‘rural‘munlc’-;-»

: ﬁ,loped core area f‘r7
ggsurrounded by rural areas

vdSmall deb

Eerv ces and Bureau

"f Urbanlzatloni

Lpalltles was ~; S

1a dravallable fo[ developmentl*ﬂfti?f~f'




Data 11m1tat10n problems arewlnherent 1n any

study of thls k1nd MaJor 11m1tatlons 1n th1s study

1nc1ude GE R e
J,'

fl;;'The survey used for 1977 and 1978 data f
o are limited to the ‘accuracy of the
. dindividual local" ‘governments: respondlng
‘_Offlclal ‘data on municipal- and county -
~_ revenues and expenditures beyond 1976
S unavailable. ~The Division of Local -
“Government - Serv1ces annual report ‘
JBtatementsof Flnan01a1 Condltlons of .
‘Counties and. Mun1c1pa11t1es” isa. B
'}avaluable document but printed: only LT
after audit reports are-completed. ‘Allei. R
1977 and 1978 data on municipal and '
. county: revenue and expendlture 1s
",unaudlted : : ‘

#*2;y'The 1nten81ty of urbanlzatlon data 1sfﬁ5'

based on the 1970 U. S. Census ‘data. ,;r:‘n‘_}ji}j-'

"fThe c1ass1f1cat10n of certain munlcl—’”'”
:pa11t1es w111 have changed by 1979

SRR The reorderlng of populatlon groups ‘

: v'_1nto intensity of urbanlzatlon groups‘
. was accompllshed using only those 96
“'_munlclpalltles in:the sample and as-

~signing each to'a category Therefore,i
‘the 1ntehs1ty of urbanlzatlon group e
- will not necessarily reflect a percent—r
. age sampling of 567 munlclpalltles
~arranged by 1ntens1ty of urbanization.
‘fThe reordering was- accompllshed to :
- check: observations made from the popu--
”.flatlon based sample ' : S LT

Round Table D1scuss1ons Round table d1scuss1ons ufﬁ

'7_were utlllzed to promote a freer exchange of 1deas observa- .

'fftions dlSCUSSlOn Of prOblems and suggestlons for changes thanff5 g

'1s afforded by the formallty of a publlc hearlng Part1c1pants T

were y?jﬂ’

T 83



al government spending -




'?iflevy Essentlally,l

part of the legislative leadership's tax reform

One Of the most frequently asked quest1ons about;;' g

’;che' cap law 1s why the' cap 1s placed on mun1cipa1 ex—f”:

;pendltures, but 1n the case of countles on the county taxf’ e

S

T{dependent on the property tax than are munlc1palit1es Afhf‘ f¢

.jrev1ew of the revenue structure of county governments 1n-537 S

“; dlcates that the property tax constltutes between 50 and

:70 percent of total county revenue In the case of munlc—,_y

1pa11t1es the property tax ranges from zero to 90 percentnnv;___

"-of total revenue

county governments are more unlformly‘gf”"

leen the un1form1ty dependence on the property,fyf

v’tax by county government and the de81re for a cap 'whlch

37:wou1d effect each un1t of county government more or, leSS e
'L; equally,vf?‘cap ‘on the 1evy 1s reasonable | leen the i

’53dramat1c d1fference 1n the dependence on the property tax;rf‘

'*}giamong mu 101pa11t1es a cap placed on the 1evy Would be

rvbafoundito be'extremely harsh 1n some 1nstances and w1thoutv'*5

"rveffect 1n others and therefore,_1nequ1tab1e and 1nappro—ff

It follows that capplng mun1c1pa1 expendltures‘

vwfcmore approprlate

The expendlture 11m1tatlon is not a r1g1d 5 percent

'“?Jéap;i In the case of both countles and mun1c1pa11t1es the

_ percent 1s app11ed to»a‘prescrlbed base after a number of

"5mod;f;catlonsware'ma }he observatlon can be made that

is .

5

1n the
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“'Thefgcap law recognlzes the pr1nc1ple of home rule fg:

:fﬁasllt:applles to mun1c1pa11t1es Any munlclpallty can 1'
{crease expendltures beyond the cap 11m1t w1th the approval
‘piof the voters If the cap ’1s found too restrlctlve the_h
'r}:governlng body need only to take 1ts case to the voters 1n -
1ﬁthe form of a referendum If the referendum 1s approved |
'“etheﬁbcap 11m1t does not apply Th1s has been done success
d:‘fully in’ seven mun1c1pa11t1es and unsuccessfully 1n ten:*ff{’”
.a;munlclpalltles for the 1977 and 1978 budget years ‘ﬁlﬁl?a;;;iiig“
.j;1979 thlrty two Went to referendum and th1rteen were apprdvéd?;pdm

.afﬁThQ,.cap law does prov1de for some local unlpszto -

Tbevcompletely exempt from the cap law In the Case of f;d;hftﬁ:‘”
dcounty governments every county 1s subJect to the‘ cap h;;ddff
.‘none are exempt ’bf: uncapped In theory, a County goverﬁ;fﬁpkb"dﬂ
fiment Wthh 1mposed no property tax levy would be uncapped |

L However, the probab111ty of that occurrlng 1s extremely 1ow

‘__'because of the dependence countles have on the property tax
In the case of munlclpalltles the cap i'w1“»uf

’spec1flca11y prov1des that where the mun1c1pa1 purpose‘f

v.tax rate 1s $ 10 or 1ess per $100 of assessed value »
ulthe munlclpallty 1s not subJect to the icap} The type of jfﬁlgf'

'munlclpalltles Wthh meet thls test are, generally speaklng, g{yfﬂfy

rural in character and enJoy large amounts of non—property“?“fm” 1

tax revenue prlmarlly publlc ut111ty franchlse and gross o

-Lrecelpts taxes or. Provrde m1n1ma1 serv1ces and there—‘wf“’““3

fore requlre very 11tt1e 1n the way of property tax 1ncome
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i Exfend1ture‘

o '1;?Cap1ta1 expend1tures funded other :
e than from the local property tax Iu‘ or. tmprovemen :
e e e i preced1ng year~s

52;'Emergency by ord1nance up to 3 :11"""" .
. -percent of current and ut111ty

- operating appropriations; when

approved by 2/3 vote and the

: Loca] F1nance Board »~,p,

’3';;A11 debt service (1nc1ud1ng Type ‘3. Reserye for uncollected taxes. -

BT & schoo] d1str1ct).-»~= v R T'“f‘ ﬂ‘“ ‘T.”" l,;‘j““

';,New or 1ncreased serv1ce fees R

- | vxf:'i‘dquund1ng of preced1ng year s def1c1tt3g> L
ST TP 23 e G S imposed by ord1nance.,u LY

,:”‘““fi.f";S;jEXpendituneé handéted by Fedenafiorii;ﬂf"ff5w‘Salegof;munwcﬁ?a1 assetsﬂ T
R S State Taw: after August 18 A976.

,,6;fAmounts pa1d pursuant to a contrapt
... for water, sewer, solid waste, o
park1ng on sen1or c1t1zen hous1ng

~* similar for county government where applicable. =



;5“‘CAPS

» jCAPS‘

- Total hA11 Other 0perat1ons-Exc1uded 1

" Total ‘State and Federal Programs Off-Set by -
" .Revenues - Excluded. from 5% CAPS. .

. Total. Cap1ta1 ‘Improvements - State ar

~Programs Off-Set by Revenues - Excluded from

FOR 1979 BUDGET

rom. 5’ CAPS

‘dxFedera1‘

d sl fnt for detail

,39 per cert1fi-

before additional |




EXHIBIT INI

 COUNTY CAP_CALCULATION SHEET -

CCOUNTY:

County Purpose Tax (Sheet l])

: Less, Mod1f1cat1on ‘allowed: = ORI
~ Vocational School (sheet 22 L) ...,....,..,

~ - Out- of—County Vocat1ona1 School.© . .

B g (sheet 22-L) «....... eed

‘;'County Debt Serv1ce (sheet 30) ..... ;;;.QJ.i

~ Revenue Sharing: : i

. Payment of Bond Pr1nc1pa1 (sheet 30A)

Deferred Charges to Future Taxat1on . _

“o U Unfunded (sheet 31)...uui.inniioiivaenen R

- Emergency Author1zat1ons
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’"‘QQIMPACT OF LOCAL CAP LAW STATISTICAL EVALUATﬁbN” e

i7;:f1ndlcators of Success

i

VI'E‘ dence 1ndlcates that he hlstdrze‘level of

_»1n~property t i jifﬂerated In the R

‘j??perlod.1968 to 1976f the property tax 1e€y51ncreased between

i

 ff§6 and 15 percent annually If the advent offFederal Revenue pio

Ld be'9 5 to 15

’77¢fdpact of the "tax -

ewide ‘have decreased}f‘p57aj’<fﬂf

Z*A,atew1de by

; AE1977 and an M

Ldeicounty purpose i wifﬁh

7fj percent“lncreases.f""”‘ '

t 1n 1977_and a S

percent




Year School2
1968 $ 839,145, 343'“
1969 956, 672,342
1970 1,111,2483145 -
1971 - 1,288,150,618
1972 1,404,171,924
1973 1,518,783,1295
1974 1,589,947,109
1975 - 1,692,772,040
1976 1,-825,927',7285
1977 1,783,375,277
1978 1,804,578,746
- Increase 1968-69
Amt. 117,526,999
Z : - 14.02
Increase 1969-70
Amt . 154,575,803
A S 16,22
Increase 1970-71 -
Amt. 176 902,473
S 15.9%
Increase 1971-72.
Amt. 116 021, 306
% . Lo 9.0% ‘
Increasef1972 73 I
- Amt. 114,611,205
2 ' : 8.2%
Increase 1973-74 5
Amt. ’71,163,950_5-
z R T/ 4
. Increase. 1974-75
Amt. 102,824,931
z - 6.5%
Increase 1975-76 '
Amt. 133 155,688
Z . 7.9%
Increase 1976 -77
ame. (43,543, 884)5
A e (2 42)
Increase 1977-78 i
Amet. 21,203,469
% ‘ - 1.19%

{With Local Health,

. Serviece Tax Levy]
Increase 1968-1978 _

Amt, 965,433,403

Z 1115.05%

TABLE Tv»'

: L
FUNCTIONAL PROPERTY TAX LEVILS

93

T

_1968 - 1978
e i;vnaf’s:i :ia Véte;éns &
Mundi cigal v Cduntx . Sr. Citizems "
§372,714,208  $307,389161 $33,771,834
384,583,403, . 335,411,230 133,864,716
453,837,828 368,679,057 33,853,040 -
465,713,295 434,410,915 33,981,319
525,351,851, 477,209,731, 34,839,440
526,003,821° 504,843,592 35,260,847
583,719,726 552,202,467 35,686,746
670,606,611 621,465,318 36,205,891
783,479,526, 699,572,710 36, 566}753»
735,100, 661 739,589,162, Ceoel
744,766,122 773,565,298, - -0-
o (778,229 479" ,
11,869,195 28,022,069 E .92;332
3.2% 9.1z ST
69,254,425 33,267,827 (li;676)
© 18.0% o 9.9% e
11,875,467 65,731,858 128, 279
- 2.62 © 0 17.8% |
'59,638,556 ‘42,7983816 858,121
12.8% 9,97 - 2.5%
Ces1,970% 27,633,861 421,407
1z 5.8z 1.2%
57, 715 903 . 47,358,875 425,899
' 11 0z . 9.z ¥
86,886,887 | 69,262,851 519,145
1497 12.52 1.5%
112,872,915 78,107,392 360,863
16.87 | 12.67 S 107
(48 373 ,863)6 ;40 016 452 'f,{¢i<56;566;75;>';@
(6 zz) : sz =T
9,665,461 33,976,136 =
1,312 4.59% , -
(38,640,317 1~
[ 5.27]
372,051,914 466,176,137  (33,771,834)
99.82% 151.662 e

Totai

$1,553,020,546
©1,710,531,691
1,967,617,070
2,222,256,147
< 2,441,572,946
~2,584,891,389
1-2,761,556,046
. 3,021,049,860
. .3,345,546,717
;,3'257 073,667,
©3,322,910,166 i
3,327,574, 347]

s 157,511,145
. 1/ »

'f257 086,379
15.0%

_‘254 638 ,077
T 12 9%

:“219,316,799
' 9.9%

143,318,443

5 9%

"176 664, 65
R T

3‘\

7
8

259 493 814
: 9.42

324,496,858 -
S e

‘288;473;050)>'

(2.6%) B

65,836,499
2,027

(70,500,680

( 2.162]

1, 769 889, 620
113 96/@



'FOOTNOTES

TABLE T

1978 County Purpose does not include Local Health Service Tax to
,facilitate historical comparison.
- (Total = $4,664,181)
. Amount in brackets [ ] includes Local - Health Service Tax

VlExcluding ‘special district taxes (e g. fire, light, garbage)

2Includes school purpose carried in municipal budget as follows.
. 1968 . $15,949,672.97 .

1969  $14,814,590.92
1970 $20,490,834.02
1971 $37,483,017.55
1972 $27,916,628.60
-+ 1973 . $26,091,660.46
1974 = $27,082,793.21
. 1975 $25,567,251.45
1976  $27,975,448.81
1977 $24,410,726.38
1978  $24,572,091.96

..glncludes'County Library Taxes.

tléReflects budgeting of Federal Revenue Sharing‘
Counties $44,793,758
Municipalities $99, 729 769

5Reflects significant increases in State school aid.

(:6Reflects State Revenue Sharlng (P.L. 1976, c. 73)

7State assumed full. costs of veterans and senior c1tizens deductions
(State Revenue Sharing Act - P.L. 1976, c.73).

Source:  Abstract of Ratables and Exemptions in the State of New Jersey
~Division of Taxation Annual Report for applicable year.

Year to year change and percentage increase calculated by
: Subcommittee i
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It 1s clear that the "tax reform package” has had

‘Tji_fan 1mpact 1n controlllng property tax 1ev1es | There is ev1denceil?

"?’that the role the cap 1aws play in. this control is s1gn1f1cant; o

‘f;Wh11e the property tax levy decreases ins 1977 reflect 1ncreased»

'}}State a1d for schools the $50 mllllon revenue shar1ng program

1and the State assumpt1on of 100 percent of the cost of the L

"7veterans and senlor c1t1zens deductlons the observatlon can o

f?be made that w1thout the cap laws th1s 1ncreased fundlng maVQ R

~?jvhave fostered 1ncrementa1 Spendlng rather than a reductlon 1n_” L

35property=tax lev1es - The most d1rect ev1dence of the 1mpact -'nf"'l

h{of:the' cap law is found 1n the change in property tax 1ev1es
Zfinf1978 The 1nd1cat1ons are that the’ cap laws do d1rect1y
FV’control 1ncreases 1n property tax 1ev1es.} (See Table I )

Control of the property tax 1evy 1s reflected 1n tax

"‘;fatés Table IT 1dent1f1es the changes in Statew1de tax ratesﬁ_v:fV'v

'?ffln total and by purpose ~Tab1e III 1dent1f1es the changes

vln Statew1de net valuatlon taxable Comb1n1ng these two tables T'

v”*fw1th Table I (Functlonal Property Tax Lev1es) to_produce'hk

"Table IV prov1des a further 1nd1cat10n that the Vcapﬁﬂaffects'vﬁ
tftax rates | | |

o Tri A tax rate 1s an express1on of the relat1onsh1p7*‘
’f'between a 1evy and the value base aga1nst wh1ch that levy 1s
7made In the case of- property taxes th1s base 1s net
valuatlon taxable‘— the aggregate assessed value of all,;”

property Changes»ln e1ther or both the levy and net*

f”_valuat1on Wlll be reflected 1n a change 1n the tax rate;

'Referrlng to Table IV and examlnlng the years 1971 1974 iﬁn;;
sdappears as though property taxes as. 1nd1cated by tax rate

vlhave decreased L
. gg



TABLEII"'

CTIONAL RATES 19

68}¥i1?f1
0)]1~'”

(Actu

S ,.,‘*”g"iﬁ‘ﬂf  . fv
~~County . - - County -

al Rates per $1c

Schooltﬁvv““Mun

ieibél

SE. Citizens

Deductions {{f"2 ' ‘

'erarv7;tfif'Pﬁrﬁose L Library

$ 01

5*i9751i}:;jf?
*19711ffﬁf;;,7f{f
f1973»fffﬂfff{*  “ .

1976 0.88

1978

ff%jinCludégfS@ﬁb?iyﬁiéﬁtiéticqstsifgﬁhiﬁéd;to;ﬁgripbiﬂf:;i:f

Burpodes - B

:;‘”}1963 -

rposes :g,h

& Veterans

':@#éi,rf
  *_$5;Q8;?rf'£f: ‘gﬁ
v{frlé,éér"
v;“léf;Q‘T:'

5.8

: 'rﬁ3;9oi’5""

%»]Z 3;7°3;}‘9;f:.



*

Year

1968

1969

11970

1971

1972

1973

1974

1975

1976

1977

1978

. TABLEIIT .-

.. CHANGES IN NET VALUATION TAXABLE =~ .

1968 - 1978

‘ Net Vaiuétion

" Taxable

$30,592,367,714

32,617,042,321

136,467,674,758

42,069,725,528

59,885,223,994

66,821,522,181

78,444 ,350,671

51,446,431,110

72,940,756,787

83,529,378,044

89,724,637,362

97

. ‘,Chénge Over

Prior'Year

 Amount

$2,434,774,974

2,024,674,607

3,850,632,437

5,602,050,770

9,376,705,582
8,438,792,884
6,936,298,187
6,119;234;6065
5,593,593,884'"
5,085,027,373

6,195,259,318

8.6%

6.6

: 11' 8

15.4

22.3
16.4
11.6

9,2

7.5

6.5

7.4



- ,.A COMPARISON OoF c""‘

"YV,ALUATION TAXABLE,

PROPERTY TAX 1

"1

EVIES AND PROPERTY TAX RATES

Net Valuatio
. Taxable ;

" Year

gt e



[

o .,

&

'vf{a decrease 1n the taxﬁrate | The stable:

"””sgthe controlled levy-reflect a'real decreaselln tax rate,;
t;7growth not a decrease i

.f(The Munlclpal Government Experlence

”fcfto all but a few 1tems of expendlture.

’ﬁfltems are notﬁunder the:cap, effectlveness 1s reduced

"}t1ons or}"non capped”*

br;and

:f(Table \2 )

'”fﬁ1977 andl;978 shofs a relatlvely stable growth rate in valueflﬁif,‘

"dand an unusually low growth ratetln the levy, reflected 1n *l7f{}{;f,

alue growth and_‘v.'“

‘ltnghe 1971 1974 tax rate decrease is" attrlbutabge to a value_ﬁalﬁfﬂﬂ'w

'AEZPerformance Under the nCap’n If a cap on expend1—;:ﬁfﬁlrf

| tures 1s g01ng to be effectlve,_the restrvctlon must extend'7:4bf)77'

}To the extent thatz

:i:The munlclpal governments are capped by a 5 per-:;fwj":'

1m1ta_1on on expend1ture 1ncreases There arehexcep- ERII

'e dltures as d1scussed earller

aft:‘

these are conS1dereﬁ ‘the 5 percent 11m1tat1on




o Mun1c1pa11ty tYpe rather than 31mp1 i”0pu1at10n

fferences among

e ntage 1of , total approp—ml




-

fwere the two 1tems - reserve
"';fserv1ce —.found to'represent

f&fexceptlons and 73 percejhytan

sthand State ,

?llncreases 1n total approprlatlonsfwere.found to be 1n excess offf*
'“hfha5 percentA

) whlchfallows

{;and State law after the effectlve date of the. Cap iTW;R

fRﬁ-termed the ”effectlve cap" 1den

Othdr exclu81ons 1nclude ‘cash deflclts and emergencyﬁfea

fh_approprlatlons In only 10 percent of the cases 1n the sample hﬂ;;Rlﬂ

orAuncollected taxes and debt

-ess than 50 percent of the '

hese two 1tems com—':

‘Rhfprlse 71 percent or more of the exceptlons

RESERVE FOR UNCOLLECTED TAXES AND DEBT SERVICE |
AS A PERCENT OF TOTAL EXCEPTIONS »

Percentage S el
Range Frequency

9 9%
66 0% S
6 6%

**Less than 50%[a.;
o 51% - 70% -
% - 0%
1% 'L—'IOO%;J}f

fThe balance of exceptlons were »1n great measure espe01a11y4agjf .

”“lln the more heav11y populated munlclpalltles found tO be Federal

id exceptlons

As mlght be eXpected bfany cases the allowable QRfE“{'TOW

'fTh1s,1s du to the prov1sions of the cap 1SW?

or " 1ncreases beyond the 5 percent 11m1tat10n f,;yTjh,»ﬁu

*f:to 1nc1ude revenue generated by new constructlon sale ofg_:?w‘ '
"assets 1ncreases 1n fees and penaltles by ordlnance cashfﬁjgi"

'7ftdef101ts from the prlor year and costs mandated by Federalfiri;5f

Table VI 1dent1f1es the percentage 1ncrease allowablefgi*F:V

- f“under the cap 1aw after the add1t10nal 1ncreases mentloned

';‘above are added Th1s table then dlfcloses What mlght becrffflz?dflﬁ




~Urban Center

(n=6)

-:ﬂrban;Suburban‘

l' 'Subufban ’

‘Suburban-Rural

- (n=9)
~ Rural Center
" (n=10)

-  HRUraT

i,~75,3:'

=10) |
| 706

. TABLE'V

© MUNICIPALITIES

i

i

S ‘ R :
PERCENT OF 'APPROPRIATION NITHIN THE CAP . . -

N N |77

Average 
'63.9%* -

1 :2_69'5*"11 |

66.1
65.5

66.6

| 58.1-74.9
| 53.0-7.2

 53,0-83.9

a-(NF=x96)

‘ Réhgéﬂ:
- 53.8%-69.7% -

| 49.2-89.5

53.7-88.4 ||

162

64.
- 63.
| 679

68.

e Y e R

1978

"'Rénge

‘: .‘ . 5T7_%:—66—:3% M -

| e1.1-88.3 |

 49.6-86.0
S
49.7-74.9
45.5-76.0

55.55821T
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ALLONABLE VERSUS ACTUAL INCREASES IN CAPPED APPROPRIATIONS
ample Group s N 96) , e e

]978
*AT1owab1e 2 Actua1
;5%,],f7fgt4 0% e
;2,Lel,f [’6 o,_-j ﬁj**“‘a,;,, o

 "  Urban Center T
" Urban- Suburban 1ffL §"
’if;; ;Suburban f}f |
:f“fﬁfSuburban -Rural 8.
%4?}Rura}fggntgpzybﬁ;ij:; |

__ﬂﬁf Popu1at1on Groups ok
‘“fﬁfUnder 5 000 6.9 490
' '5,000- 15 ooo;f,‘fj‘;;f;f;f;f'f 6.5
15,000-30,000 6.2
©30,000-75,000 6.4 . -
Over 75,000 5.4
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ThlS experlence varles from munlclpallty to munlclpallty and

among mun1c1pa11tles w1th1n a vlven county

PERCENTAGE CHANGFS IN MUNICIPAL PURPOSE LFVY BY COUNTY
' 1974 - 1978 ; :

County ";f‘if”f'“I1974 s 1975 1976 - 1977‘ 1078

{IIAtlantlc tf”‘V'j’ﬁ{}Izs;27 5. 0% 25.2% (o, %) -,_}Q%S}'75'ﬁ7”°'

 Bergen 7.2 r~:9;2.»1f18«4," @4 71

'I_Burllngtonf}f.ﬁxbiIIyIE. ;27!2ﬁ_>'3255' '(21,ijvI'7%§'I?I'
IYICamden _ ;1;f17;{}j§5;:Ij
IIIIIICape May 3¥[fif*751*?3f5f1533913§?I523 8 - (3'9)4¢f\54015:A'

V}ffCumberlandgff’fT'};»,3S;f5ij;édﬁzﬁf;}-4.o e 6) 3.4

4
"fEssex;v}gﬁ;fngf;TQIﬂilkj}ffﬂSOQ?EQI?IIQQf; (8 2);ﬂff5g1¢ﬂfu
7

”'JIi¥fGlou°eSter5:1ffif"If'?Sxﬁfﬂ1f;8f6If;k19“1 ,§(12 e)Ihf 5.7
ffHunterdon‘J:fIﬁ;bf;; (4€f

| “‘gﬂMercer }ZLI;?IIIIZI7112t;-

'QMonmouth f“,f77'ﬁ*f‘?;é}fff'f

3

0 S N

76 247 (3.0 4.3
?°;Morr1s :I“IfftIff ;2217{;f5 : : .
5 L. 6

”’*%oceanffv»-i o130 212 a5 3.8 2.

e

7 fSalemlii:; fi;i:1”;§;14fi fI_ZG;éIi-izs,SlII(ZS 7)f? =

Somerset 117 8.4 134 (5.0 17,
Cosussex 129 117 144 (0.3
Umion 755 9.1 8.6 (6.2

'*fi0~9}?ff31 4 -(23}3535°£3a2)fi7“’

134 288 05 @D
1)*5I79,35€~:(1 3) (31595;7(2$Qi>ff¥i55II E
sz ) e 23

“7;;7f8~aiiiiﬁif:”j(6 o)IT fiﬁfgfl S

vf13171ﬂf316?élff'(o 3)IIf(5i4i;,f7“"

2
6
2
7
3
4
1
7
8
2
0
5
1
7
9
5
8
7

Dl e e

| Statewide Average 9.7 14.9  16.8  (6.2)
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mf”fthrouplng munlclpalltles by county and d1scus51ng changes 1n

lddlevy does not 1ndlcate what occurs 1n any partlcular munlc—r:.“h
L ETE e
'T;1pa11ty or types of munlcﬂpalltles What 1s 1ndlcated is. the'

’1e'd1rectlon 1n wh1ch tax levy levelsfare headlng and the ,ndlcatlons

l

’».;are favorable In the perlod 1974 to 1976 nun101pa1 purpose kS

H z_lev1es were mov1ng upwar

'5 whereas in21977 and 1978 that

'.~ftrend 1s reversed Q In 1977 1n every county except two the?‘d

f

1n 1978 the overall

"pmunlcipal purpose levyj

as reduced fand

‘71ncrease was 1 3 percent

NUMBER FREQUENCY AND%RANGE OF;CnANGEQQJNgL,w*“”""”'

MUNICIPAL PURPOSE Layrfgfic

AVERAGE FOR MUNICIPALITIES WITHIN'EACHLCCINTh 1974 1978mfﬁ{fl :

b | g wm

AN

19 <1 2 T 16 R

"7;LIncreaseS3ﬁu%

'”ffThe County Government Expefiéﬁéef~;;f}};ip}E;Cﬁf-“??? SR

E If a cap on*lewy or expendlture LS to have an effect ' '

;fall or a substantlal portﬂ;* expendlture ShOU1d

| 75ﬁi;be7contr011ed f To the ex?hjffl”‘” *;'not under the cap

. [>"

o ﬁgthe'effectlveness 1s redu f .

b 8% (. 2%) S
:iij%;§§;57 0 5%-3 8% 2 6%-17 3% up, o



’xuf}11m1tat10n on the 1ncrease 1n the coun

”ﬁi;fapplled

"?fﬁijdebt serv1ce and emergency approprlair

ve,;ﬂff-Atlant1c
= Bergen:. -

r“*5fﬁ,~Camden

 "?fﬁCumber1andv
©Essex -

v°l75fHunterdon

uvé}’f:M1dd1esex

G

- The’county governments are capped by a 5 percent

f‘purpose 1evy There .;'“’

ﬁfffare exceptlons allowed before the 5 percenx”Mlmltatlon 1s fgﬁf};{}’~

.hese exceptlons 1ncludew»f""'
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o Tab]e VIiia _
CHANGES IN COUNFY PURPOSE LEVY

[(s

- Year

977

\'”i\Source
e Tax Rate’ computed by Comm1ttee

Taxab]e (exc]us1ve of County L1brary Tax. )

| ‘~u',109f

1969 - 1978 |
o . ' Increase ‘ 3 Tax Rate*
Levy Amount - Percentage (Per_$700)
1969 $335 411,230 $28,022,069 9.1 $1.02
1970 368,679,057 33,267,827 9.9 .00
1971 434,410,915 65,731,858 17.8 1.02
1972 477,209,731 - 42,798,816 9.9 0.92
1973 504,843,502 27,633,861 = 5.8 $0.83
1974 552,202,467 47,358,875 9.4 0.82
1975 621,465,318 69,262,851 12.5 0.84
1976 699,572,710 - 78,107,392 12.6 0.88
739,589,162 40,016,452 5.7 0.88
1978 778, 229”479._' 38, 640,317 5.2 0.85
Abstract of Ratab]es for App11cab1e Year

“County. Purpose Levy > Net Va]uat1on e



Statewide
At]




'"1Perspect1ves and Problems

Whlle the cap 1aw has had theveffect of" restraln-~
'1ngvproperty tax 1evy growth there are. 1ndlcations that .
1oca1 governments are experienc1ng d1ff1cu1t1es in maln—'h

h ta1n1ng serv1ces W1th1n the 5 percent restrlctlon even.
”w1th the permltted add ~ons and exceptlons These'diffié ,
cultles Were mentloned frequently 1n the testlmony of local
‘ offlclals durlng publlc hearlngs and durlng round table
,dlscus31ons w1th representatlves of 1oca1 government organl--
zatlons and assoc1at10ns |
There were no 1nstances where}a 1oca1 government“
vpofficial elected or anp01nted took exceptlon with the'
concept of a State 1mposed 11m1tat10n on spendlng or tax
‘Vlevy; " In every case,.however ‘exceptlon was taken to the;,[
rlmplementatlon of that concept 1n the current cap law.o ;
- The most frequently mentloned alternatlve 1s to

'1mpose the same cap on 1oca1 government as is 1mposed on

'Tf{State.government ThlS argument 1s based on the 1eve1 of '

‘ allowable percentage 1ncrease however, not on the concept

"of controll1ng spendlng based on. changes 1n personal 1ncome
Once that statement 1s made most offlclals turneds’

.to the cap law 1n place and proceeded to p01nt out the |

'pressures and 01rcumstances whlch make the 5 percent 11m1ta—h'

- tlon unreallstlc i | ” ‘

. The general consensus of local offlclals 1s that

the folloW1ng c1rcumstances create the greatest dlfflculty

111
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,Q}A rate of 1nf1at10n commonly predlcted ERRN e
~to range from 7 to 9 percent through ft[fE»

i

{ﬂ25 1 percent

fiqthe m1d 1980s,

;’JPen51on, 1nsurance and ut111ty cost71n~iﬁ

~creases’
f&portlon

.e5Federa1
.. must be

;;)Lassjaf

'of the allowable 1ncrease

@See;?ablea,”~ .

which consume a|substant1a1

.1” ‘. L
and State mandaﬂed costs whlchw~’f“"*
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1T

z{]Based on appropr1at1on data extracted “from. a survey of 96 mun1c1pa11t1es deve]oped by subcommlttee staff
| ‘ijzPens1on and Insurance Costs as % of Leeway : ' N |

Intensity of
“Urbanization

Groupings - |
‘:’Urban Suburban
-Suburban

Rural Centers :

]Suburban Rura]«‘
Rural -
. Urban-Center - -

Popu1a£ion°

‘ Groug1ngs b_ i

“Under 5, 000 :
| 5,ooouto"15,ooo
~ 15,000 to 30,000

130,000 to 75,000

Over 75,000

1977
¢ 785,
2,743.

3,811,
4,033.

-+ 18,483.

TABLE VIIIa -

- MUNICIPAL GOVERNMENT PENSIONS and INSURANCE COSTS "~
SHOWN AS % CHANGE and PERCENTAGE OF. ALLOWABLE INCREASES

1

Pensibn'Cbsts"

1977

~ (000
1978

% -

$5,255.1
. 2,804.6
- 270.
753
- 331,
18,483,

§5,895.7
0 3,173.7
3113
9251

: % of
- Change Leeway

364.4

19,495.7 5.5

_Pension Costs -

12.2.
1213;2 -
153

- 22.8

10.0

1 19.6
131
1.4
20.5
7.9._v'
S 107

1978

($000)
% .

$ 850.8
3,291.7
- 4;266,7“‘fw
- 4,563.8

19,495.7 5.5

% of

Changé} Leeway -~

fiInsurance Costs

.1977NT'I‘
f“$5,382.6
. 4,258.5

- $4,320.
'=‘:3,é54¢-
586.1
1,181.1

4229
12,018.

6
5
1
1

9

1

~($000)
1978

6667
1,424.5
529.2

13,4820

%.;L'v % of
Change Leewgy

Comhined?
% of
-Leewnx

10.5°
- 13.8°
206
25,1

24.6° - 32.5
144
22.3

2.2

29.1
31.4
ﬁ:]SQSi‘

1977

15.4

200
1.9
13.1

9.8
19.4
17
20.3

10.7

,-$1,355.
- 3,498,

4,387.
3,392,
12,018,

,‘4,905,1
- 13,482.0

1978

’$1‘593 6

- 4,218. 3
5, 283. 1

’*InsnranceACosts,’
- ($000)..-

% % of
Change Leeway

T b2

27,5

- 33.7
1 49.6
39.3
26.2

LCombinedz

% of .
Leeway

176
20.6

o
12.2

- 32.1
20.9

20.4

20.5
26.1

15.5

30.3

45,5
468
'_:;41;2 .

26.2
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grouping, Ain 1978 comblned pens1on and 1nsurance cost 1n—'

creases consumed between 26.2 percent and 52 1 percent of

- the cap 1eeway When populatlon grouplngs are. used ind,p
'“1978 pen81on and 1nsurance cost increases consumer 26 2 o
-percent to 46 8 percent of the cap 1eeway, (See Table o&

._VIIIa )

These flgures represent the averages of experl- :

» ences 1n selected munlclpa11t1es There are w1de ranges
- of exper1ence from mun101pa11ty to munlclpallty and there'
yfare extremes when 1nd1v1dua1 mun1c1pa11t1es are examlned
There Were 1ncreases for pen31on and 1nsurance costs
pranglng from as. 1ow as 5 percent to as hlgh as 127 9 per-

-cent of cap leeway

, Insurance cost 1ncreases are to some extent

controllable . ThlS can be accompllshed by rals1ng deduct—

'hlbles reduced coverage supplemented by self 1nsurance,;or;
'-poutrlght self 1nsurance, part1cu1ar1y for property damagev r

'QThe entlre area of 1nsurance should be carefully studled |
ato determlne levels and types of coverage and the fea81-}a:b'3':"h

‘b111ty of 1ntermunlc1pa1 self 1ncurance plans

The cons1derat10n of 1nsurance alternat1ves by 1oca1

3governments 1s recognlzed as hav1ng at least two maJor ob—-

stacles Flrst the study to determ1ne the feas1b111ty of

”self 1nsurance or hlgher co 1nsurance (deductlbles) or. 1nter~ PR
"Amunlclpal self 1nsurance pools requlres flnanc1ng,bwhether

1done by a mun1c1pa11ty or w1th the cooperat1on of the Depart— B

115



~Insurance

be”explored before

””fand nature of
1\ e

!ithudyfshould

i ’fstry,vthe State-regu—'ffﬁ

costs 1s p,o_l,ff""'

-ﬁffor a "common ';.ﬁa;”-:'“'“

e




¢

f}creases,;
S fpercent of 1ncreases in. pens1on}
'}5T§m1ght exclude the entlre cost of increases as suggested ‘in

“*t;jpendlng 1eg1slat10n If the entlre 1ncrease 1n pen81on aﬁ

"'ror State a1d poses a problem under the

E As"‘" a = 1"

: qcapt; If the ant1 recess1on fundlng 1»
“[fthe f1re and pol1ce budge:'must_be cut'or’other“ll
'severely reduced ,nforder: o al;ocate from the cap?

E {sufflclent fundlng to malntaln;the f1re

As an offset to the cost 1ncreases_resu1t1ng fromui? S

. E:frglnflatlon, cons1derat10n mlght be glven t° excluding, from

*i‘ithei oap[a some portion of pens1on and 1nsurance cost 1n-1 3j"j;qf.f

1 Th1s mlgvtftakefthe,, ﬁof exclud1ng the llfff”w'"biﬁ

id'lnsurance costs 'fﬂff*”””“”"'

'f=3;1nsurance costs were excluded from the cap in 1978 the sambié7fﬂf
f‘-fgroup would have had a $5 6 m11110n cap exclus1on represent1ngf*di-a“

;1 7 percent of the actual Capped approprlatlon?ﬁ;jQ;"”

The loss of non—property tax revenue

“cap flaf

:';erderal and State a1d 1s a non capped expendlture, the 1temdﬁf;*f'“

f*wfon whlch these funds are expended 1s not 1n the cap base.kvfﬁl" o

vi“i; a revenue replacement problem but an eipendlture 1””"aff§ﬁffﬁ?,;ﬁ.ji

nlfproblem N Th1s was demonstrated 1n the 1979 budgets:w1th the ffﬁ”

fid,{loss of antl recees1on funds and a cutback 1n CETA fundlng

A hypothet1ca1 example serves to 111ustrate thevffjflf"’ |

fﬂp01nt Assumlng that Mun1c1pal1ty?X“has been fundlng 30 per?ffi'ff_f

tlcent of 1ts pol1ce and f1re expendltures W1th ant1—recess1on

},.v

'l'ufunds th1s fund1ng 1s not 1n the expendd'ure base‘under the

lt the loss or reductlon of these funds 1s’not only3fpfi5"

30 percent of SR



q”fthe cap 1s tv&

| ",70f such funds., Although"”'

ihﬂhshlftlng the loss 1n a1d

to the proper

.1¥:¢preferrable to the serv;ce reductlons that would occur

cffthe Commlttee calls to

if{a problem :;entlfled by t

93ﬂhf°f New}Jersey,

Wh 1e»on thewsu

I‘corporattc;‘j

bJect of Fede

blem

raliaa

‘ie attentlon'of"thé?.;iu

‘he Home Health Ageifﬁf'"”’“‘“f

n is the treat

if?ﬁfree categorlesax

'ii11c1pa1:hea1th

e



a'_fgg,icoaafy*;éenciés‘ungggjg'¢¢ﬁntyshéélthff'":’
Fialdepartment | ‘”. y A e R
:ng¥t3%f1County agenc1es Wheré there is 2 county board
. ot health. | | |
'?Jfﬂffhe(serv1ces prov1ded by these agenc1es whilé iﬁf.a.

¥j]portant ;are not the subJect of the Commlttee s concern ' What%

"?Vls the Comm1ttee s concern 1s the fund1ng mechans1m These

vv.'agen01es and there are llkely other serV1ces to Wh1ch the '

gsame fund1ng mechanlsm appl1es,.are relmbursed for home"

’health serv1ces by Medlcare, Medlcald Blue Cross and pr1—'

2

o 5vate 1nsurers Because th1s 1s a relmbursement rather than SRR

,a grant the approprlatlon 1s .capped : W1th the 5 percent

'11m1tat10n, local governments are reluctant to 1ncrease

”°'fappropr1at10ns for these types of serv1ces even though re—f_ff o

'vr‘lmbursement 1s v1rtua11y assured Matchlng grant programs

‘aare excluded from the cap 11m1tat1on under current 1nter-'_
Hﬂpretatlons of the law.: It appears to the Comm1ttee that
*}] these relmbursement programs should also be excluded from ycfff'
~_the cap l1m1tat10n There 1s an "..fih_underlylng legls—v
sfdlatlve pollcy to encourage and enable local governments;
’1to part1c1pate fully in ;ngu,'ln Federal and State a1d pro—f;yt
‘rdgrams,:and'lt 1s .;,,, leg1slat1ve 1ntent ':9;‘ to exclude
- from the 1oca1 government spendlng l1m1tat10n‘;;;v all localrr,p
rtmatchlng expendltures . .,;2.? These words are borrowed ;:‘:h
'y(llberally) from an Attorney General Op1n1on (Formal Op1n1on
'ero; 3 —-1977) 1n declarlng all expendltures of Federal and
‘iState a1d money as. well as all local matchlng expendltures

‘jnecessary to secure Federal or. State a1d to be excluded from



Op1n10n*1nyth1s'regard and fa111ng a favorable jf:f

The 1ssue of Federal.or’State

‘*fmust be met w1th1n the cap is one where’thef

',3ffrom the 5 percent llmltatlon. Admlnlﬂtratlve agency actlon

! J

=neral;

_admlnlstrative agency pre ex1sts the cap 1aw

"3 is’ recommended

es seek an Attor—y7

"J or such an exclus1on

- mandated costs wh:Lch T

parameters and

by Federal or

on of what spec1flc

Lvrslon ofgLocal Govern—hﬁ7

'mandated by law

o be exceptedﬂ

7j"'author1ty of the

are costs Whlch

T

f;-must beimet,w1th1n thetcap Th1s op1nLon was 1m answer to

.Tbithe questlonsas to Whether expendlture due

to theﬁlncrease
. \ . et

;iln ratesmallowed by the'Publlc_Ut111t1=s Comm1ss1on ca sed by

rthe decontrol of fue;

201.4prlces by th Fedeb;

1 government

_"the 1ncrease 1n Workmen"7 Insuran“e"rates, the

10

rvactugrral;progeet;ons5g‘

P
R

OIiéyfisiimpiiéit{iﬁ,fm‘

p law is an ex”““*~f'”‘

the 1nterpreta‘}g;g,-'

he oplnlon BRSO

llteral 1nter-f¥a*”A




(y

1: further that the cap 1aw,§

*}"11m1tat10ns on local government spend1ng " 'Thenopinion‘notes

3y

. prov1s1ons must be 1nterpreted str1ctly
?to exclude only those expenditures for manda- =

. tory programs enacted after the effectlve date -
‘,of the Cap Law (See page 11 ) : o

’_]The Attorney General's op1nlon is a strlct construc—-

o tlon of the prov1s1ons of. the law Wh11e the observatlon can

be made that 1eg1s1at1ve 1ntent was to exclude any costs man- ‘f

dated by law the op1n10n stands and represents an accurate ;

'Jllteral 1nterpretat10n of the law., If the Leglslature in-

vtends that all costs mandated by Federal or State law are to

be excluded from thev cap,’ a change 1n the language of the R
¢a§" law is requ1red - RN | 1y

The Supreme Court has followed a- s1m11ar course ofit

strlct constructlon in 1ts dec131on concern1ng blndlng arb1—

'5,»trat1on In New Jersey State Pol1cemen S Benevolent Ass n,.?dm

f:Local 29 v. Town of Irv1ngton- (A 188 de01ded June 12 1979)

. the Court found that the cost of b1nd1ng arb1trat10n declslonstﬁv

uare not "mandated costs" -in the sense that phrase 1s used in

Athe Local Government Cap Law._'7
In handlng down 1ts de0131on the Court stated that:

_,;,Chapter 85" [the 1977 Amendments to-the Em- -
'V.ployer—Employee Relations Act] does not re-
quire mun1c1pa11t1es to provide a new service -
_-Or engage 'in ‘a new act1V1ty, the costs of
~which werenot reflected in pre-1977 budgets. . -
- Rather, its provisions: merely establish a
mechan1sm for the resolution of disputes con= -
.~ cerning the level of benef1ts which must be:
~provided for services that were funded before
“the Local Government Cap Law came 1nto
ex1stence : :

' Further, the Court stated

. 121



the compulsory arbltratlon %Ward whlch”
is here challenged will not _hecessarily re- - Rt
‘quire the Town to 1ncrease its overall amount i
ce b Thelarbl—‘vﬁ'-*

’“Ps the terms and

Int -of"
1ncurred to
in the townshlp

«implement the award are w1th
~control.: » v

the goals
the Local
,"jjctlvely render
c 111ng10n~mun1

YEARS OF EXPERIENCE




bl‘flnto the 1aw : The exempt1on applles to anY
'n;Thas a munlclpal purposes tax rate of $ 10 or'%

o ;assessed value for the year precedlng the ye

' ?ever because the cap 1s placed on the levy,

”hobjective was to control governmentaspendin_p proposals'

lﬂto attaln th1s obJectlve suggested contr0111

-elevels (2) 1ncreases 1n property tax 1ev:

"T‘tax rates, (4) 1ncreases 1naspendrngvbased;c

,;sonal 1ncome, and‘(ijvariations'orbcombinatio
i B What f1nally galned approval was a )
‘ment spendlng by plac1ng ‘a5 percent 11m1t’t

.71ncreases in the case of munlclpal governmen
}}_11m1tat10n on the general purpose 1evy in th “of county

:;governments However there were certa1n waritten,

fi‘budget is belng prepared There 1s-n0-exp11ﬂu

: county government if there is no levy, there

The county exempt1on may never be

B county government is hlghly dependent on the "erty tax 1evyj",:

‘ yas a revenue source, (more so than mun1c1pal ti

-mun1c1pa11t1es which do not levy a. property s GZéyinQIQTsj;f
tb'However every county government 1n the State dependent on‘
1\the property tax for 50 to 70 percent of 1t“ \ revenue.._‘

The Three—Year Experlence

In the flrst year for Wthh the 5»p ent»cap was

g effectlve, (tax‘year 1977), there were 54 mu alities e

wh1ch were not subJect to the cap Th1s number doubled
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o .f"‘Xb )

to 108 for tax year 1978:pand w111 be 113 for tax year 1979

(See Tables IXa,,X‘ Xfxvand XII for detall N

The Jump!fromf54 to 108 mun101pa11ties (1977 to 1978)

vf1s accounted for

JWThe levy for sen1or

-fmlnlng munlc1pa1 purposes tax rates

”'c1t1zen and veteran tax deductlons was 1ncluded,when the 1976
:.I : .

'mun1c1pal purposes tax rates were calculated | These rates

'ijfwere the ones used to determlne Whether or not a mun101pa11ty

'r_:would be subgect to the 5 percent cap The full cost of

:senlor c1tlzen and veteran tax deduct1bns 1s funded by State fﬁff?
U;igovernment beglnnlng w1th tax year 1977 (In 1976 and prlor

:tyears, the State relmbursed mun101pa11t1es for one half the cost

"=‘of senlor 01t1zen deductlons, and the full cost of the veteran
_ : ,

-|
|

gfdeductlons ) As a result” th1s cost 1s not reflected 1n the '

Ttax rate after 1976 : Were the sen1or c1tlzen and veteran tax if

flrates not 1ncluded 1n the calculatlon of mun1c1pa1 purposes rates,

p,the number of mun1cipa11t1es exempt from the, 5 percent cap
‘1n 1977 would have been 80 rather than 54 :(See Tables Xa and

The tax rate calculatlon 1s 1mportant In 1976 there T¢Q3
':'werev58 munlclpalltles wh1ch d1d not levy a property tax to

L support the munlclpal budget but when the sen1or c1tlzen andﬁt

‘ "veteran tax deductlon 1s 1nc1uded in the rate calculatlon,j

,thls number drops to one In fact 10 of the mun1c1pa11t1es _éﬁg_kf

'whlch d1d not levy a property tax to support the mun1c1pa1

fibudget in 1976 found themselves subJect to thr 5 percent capérjfl g

};after the senlor c1tlzen and‘veteran tax deduct1on was taken ,;n-"s

b m" :

1n’1arge measure, by the method used 1n deter-_a‘;ﬂj

.m J



IIf*“Bergen *i?lﬁ@ii70féfff?w5«;
. Burlington .. 40 -
- Camden . . 37

}:»f Monmouth . 53 ..

- Ocean 33

- Passaic. oo 16
. 'Salem N RN TR

s Somerset o210 v Ly T 2

o Sussex 28 0o g

TABLE IXa

U NUMBER OF MUNICIPALITIES NOT o :;,f:f‘
' o ] SUBJECT TG "CAP“ FOR TAX YEAR,,[«' .
I NUMBER OF ' 1977 1978 S 1979
COUNTY MUNICIPALITY NO RATE* UNCAPPE a;7 NOfRATE* UNCAPPED

” 4At1ant1c N“ﬁ*”Uffﬂ23

—" .

N ORO I WLHERNNRNL OWW AW

Cape May .~ .16 =
Cumberland " 14 . 70
Essex = =~ . 22 - .
Gloucester . - 24 . o

 Hunterdon 26
C Mercer . 13
- Middlesex = - 257 0o e

o

O 0 1OV W W R NI W

~Morris 39

e S

CCUnions Ll ‘.f2]‘(,“
~ Warren 23

Slon L I ,,'ff‘f.'r
wmxkrwawvraw%@emthmsﬁw
T

SR
TR

T;f'TUTAL;;

~ *No Rate means that.a property tax was not levied to support the municipal budget.
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e

E _TABLE IXb‘(cont d)

L s MUNICIPAL PURPOSE TAX. RATE |
COUNTY VI:MUNICIPALITY o T976% 1977 1978

‘Salem -.-Alloway Townsh1p : vffo- j;.075-'- gNone e None
- . . " Mannington Township .019 .06~ None - None
- Oldmans Township ~ -0- ~ .04 = None  None
. Pennsville Township -0- .07 = None - None
- Pilesgrove Township  -O0- .04 - None - None
~Pittsgrove Township -0- .09 None . None
~Quinton Township . .030- = .09 = .03 .02
‘ Upper P1ttsgrove Twp. -0- -.08 . None None

 Somerset fBranchburgﬂTownsh1p> -0- .04 Nome  Nome
S P 'Bridgewater'TOwnship.*.051:’1 .08 .02 .04

v Sussex »:vf | 7Branchv111e Boro ‘ -0e .05 None ~ None

Warren - - ~ Allamuchy Townsh1p - -0- -~ .03 .08 .07
.o Blairstown Township -0- ~ .02 . None ..  None -
Franklin Township = -0-° .05 =~ None  None -

Hardwick Township -~ -0- .03 . None - None

Hope Township _-0-‘}-' .07 . None - None ==
-Knowlton Township -~ -0~ “;05; “ None - . None -

Mansf1e1d Townsh1p 0= 02:' ~ None - None

CTOTAL = 51

'*The 1976 Rate Co]umn 1nd1cates f1rst the rate before sen1or c1t1zen S
“and veteran's deduct1on and: then w1th ‘those . deduct1ons Th1s fac111tates
-a more accurate compar1son of. rate changes over the three year period _f«f
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.NOULD:HAVE BEEN "UNCAPPED" EACH YEARJEXE
_FOR -INCLUSION OF SENIOR CITIZENS AND VETERAN S
EDUCTION COST- CONSIDERED FGR 1976

EPT
TAX RATES

"i:.‘j"_,;:wnH MUNICIPAL PURPOSE RATE

‘ﬁNf?iAtlant1c 5>1fﬁ35fBuena V1sta Towhsh1pf;;‘”3’

R T o vWeymouth Townsh1p
s _.,:’.‘”Bu_ﬂfi;hg' »tv_b’n" o

'E*EfN;CaEe Maxi;

"1:::;;Cumbe?1and?;j5fiy“

”’E”fSouthampton Township,; 0
Woodland Township

’urpose'Tax Rate




Atlantic (3)
Egg Harbor
Port Republic
Folsom

Bergen  (2)
East Rutherford
Ridgefield

~Burlington (7)
Bass River
Mansfield
New Hanover
North Hanover
Shamong
Washington
Westampton

Camden (2)
Berlin
Winslow

Cape May. (2)

. Dennis
- Upper

Cumberland (3)
Hopewell
Stow Creek

Upper Deerfield-

Essex (0)
None

Gloucester (3)
East Greenwich
Harrison - :
South Harrison

Hudson (1)
Harrison

Hunterdon (6)
Alexandria
Holland
Labanon
Milford
Raritan

Union

TABLE ~Xa

(Total=55)

’Mercerb(O)
“None

Middlesex (3)

~Plainsboro

Sayreville
South Amboy

}Monmouth-(l)

Colts Neck

Morris (0)
None

" Ocean (2)

Lacey
Plumsted

Passaic (0)
None

Salem (8) -
_ . Alloway - Note:
- Mannington - '

Oldmans.
Pennsville

Pilesgrove

Pittsgrove BRI
Quinton
Upper Pittsgrove

Somerset (2)

~ Branchburg
- Bridgewater

Sussex (2)
Branchville

‘Hamburg

Union;(O)
None

Warren (8)
AlTamuchy
Blairstown
Franklin
Hardwick
Hope
Knowlton

‘Mansfield

Pahaquarry

129:

MUNICIPALITIES "UNCAPPED" FOR 1977 BUDGET

"Cap" sheets indicate Shiloh
in Cumberland and Greenwich
in Warren are "uncapped"
Shiloh's MPR in 1976 was .

$0.113 and Greenwich, $0.103



‘”,'_SuSSEX‘, -~ - Walpack:

. WiddTesex _South Brunswick . {  ifvif,_%ifié o

s Warren. :,v_,'Alpha Greenw1ch Wash1ngton wh1te.ff: ;

7¥:_ifffBergen eﬁfe"iEast Rutherford E“E ' i;? V??_ R
.- .. BurTington  Bass River,: Westhampton \fh;:j;fr*f';

 'fMuhicﬁpe1EPdrpose'RéteITQ} v»?-.wi.-;'tv

TABLE Xb

IMPACT 0F SENIOR CITIZEN AND VETERAN DEDUCTION owl&cAEvTINCLUSION_,

‘-IE‘ NofMPR?1nf1976 but "capped“ in 1977”after 51c & Vets -

_Burlington  Burlington City, F1é1dsboro
Cumberland = Commercial, Downe, Sh11oh

Salem -~ . Lower A]]oway s Creek

2
~Gloucester ~ Elk, Nationa] Park S B O '°$:="E ’
Salem . R 1
1

E Warren =~ ]Harmony ’ b -
LRI e Tota] 10

'E'II,51976 MPR*Be]ow 10¢ before S/C & Vets and H1gher After and

- Therefore “Capped' '|
"letlant1c o Buena V1sta Townsh1p, Weymouth L
~ Burlington - - Southampton, Wood]and RS
-~ Cape May Middle Township
“Cumberland - Fairfield, Greenw1ch
Gloucester - %Monroe Townsh1p

~-Sussex <. . -Sandyston

‘. . . v f

L. Had MPR*1n 1976 Before 5/c 8V and After s/c i1 viWéféfExémﬁt;f:i"”

1

_ 2

©  Cumberland ~  Upper Deerfield . -~ .~ "1 .1 -
~-Salem. " Quinton, Mann1ngton PR R 2 :
~Somerset ';.jfBr1dgewater T R » ;%;
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TABLE xiigg

MUNICIPALITIES NOT SUBJECT TO LOCAL “CAP" LAW

FOR 1978 BUDGET

Atlantic (6)
- Buena Vista
~Egg Harbor Twp.

’1.Este11e Manor

Folsom

Port Rephb]ic =

Weymouth |
Bergeh (45_,v

- East Rutherford
- 01d Tappan .
Ridgefield Boro

Rock]elgh

. ur11ngton (17) T

‘Bass River -

Burlington City |

Burlington Twp.
Chesterfie]d-

- Eastampton

- Fieldsboro
‘Ha1nesport '
Lumberton

"‘f Mahsfieldv“

‘New Hanover
North Hanover
Shamong =

- Southampton
-Tabernacle

Washington Twp.

Westampton
- Woodland

Camden (2)
BerTin
~Winslow -

Cape May (3)
Dennis: B
Middle Twp.

Upper Twp.

(Total 108)

Cumberland (9)

 Commercial

Deerf1e1d
Downe
Fairfield

-~ Greenwich

Hopewell -

" Shiloh

Stow Creek

- Upper: Deerf1e1d

o Essex

None

Gloucester (6)
East Greenwich .

Elk
Harrison
Monroe

~ National Park‘
‘South Harr1son,

fHUdéoh'(I)

Harrison Town

Hunterdon (12)
- Alexandria-

Bethlehem

~ Clinton

East Amwell
Franklin -
Holland

.~ Lebanon
- Milford
' Read1ngton

Tewksbury
Union. .

'?West?AmweIII"
'Mefcer'(z)

- Hamilton
Washington

“ Middlesex (5)

Edison

“Monroe

Plainsboro

~ Sayreville
- South Amboy

131

. Monmouth (2)
. . Colts Neck
-~ Millstone

Morris
None -

".Ocean (2)
~Lacey
P"Plumsted

ﬂPassa1c -
. None »

gSaIem (10)

AlToway -

':;, Elsinboro

Lower Alloway Creek o

~Mannington

Oldmans
PennSviIIe E
Pilesgrove

Pittsgrove

Quinton -

Upper P1ttsgkove

 Somerset (4)
~ Branchburg

Bridgewater

© Millstone
- Montgomery

Sussex (5)

- Andover Boro -
- Branchville
Hampton

Sandyston |

- Walpack

”l"Un1on (I) L
~ Linden C1ty

'Warren (17)

, AIIamuchy - - Independence

-~ Alpha . Knowlton

\ ;Be1v1dere Liberty :
Blairstown Mansfield
Franklin - Oxford
Frey11nghuysen Pahaquarry
Hardwick =~ Washington
Harmony White

Hope :



 Atlantic

"’Bergéh‘

© Burlington

' 'Cdge'Ma2' B

CUmbérland_'

TABLE XIb

MUNICIPALITIES

;ff;f NEWLY EXEVPT FOR 1978

i ﬁvBuena V1sta Townsh1p ff?
. Estelle Manor C1ty
LWeymouth Townsh1p

4f"f01d Tappan Borough
.vRock1e1gh Borough

‘ ~Bur11ngton C1ty _

“ Burlington Township = - .

- Chesterfield Township = - .
- Easthampton. Townsh1p BTN

Fieldsboro Borough -

. ~ Hainesport Township

Lumberton Townsh1p ,

- -Southampton Township"
- Tabernacle Township
- Woodland Township

© Widdle Township

Commercial Township = -

“‘Deerfield Township- 0

~ "Downe Township o
,,1”;5Fa1rf1e1d Township

" Greenwich Township

F Shiloh Borough

. Gloucester -

;_HUntekdOno o

| vMervc'eY_‘»'f' o
 Middlesex

ofMonmodth];J

~ salem

,f”E]k Townsh1p
" Monroe Townsh1p : BN
WjNatlonal Park Boroughfoi' ;

"{Beth]ehem Townsh1p

- Clinton Township =

- East Amwell Townshlp _
"Franklin Township-

‘Readington Townsh1p

-+ Tewkesbury Township ~ =~ .1

-~ West Amwe11 Townsh1p EEE

,;J‘Ham11ton Townsh1p
‘:Wash1ngton Townsh1p

~ Edison Township.
- Monroe. Townsh1p

"2iM111stone Townsh1p

e oEls1nboro Townsh1p o
' ”“’Lower A]]oways Creek o

S o1

|
L

v;”“MUNICIPAL PURPOSES RATE :
g 197s.>“ »

jhg$78;' a2 ‘None

a4 4 3
~=0- 113 None



TABLE XIb, cont'd.

MUNICIPAL PURPOSES RATE '
~_ 1976 :

B i SRS [/ R

Somerset Millstone Borough ~ .085 .14 .06

: ' ;Montgomery Townsh1p o148 16 o 100

sussex  Andover Borough }._  319 .42 Nome
S Hampton Township ... .35 .40 - .01

Sandyston Township .08 .12 ‘None -

. “Walpack Townsh1p . =0- .13 " None

© Unfon  LindenCity .28 .30 .01

_ Warren = Alpha Borough - - R .03 .14 . .06
e . Belvidere Township = - .675 - .74 - - None
. Freylinghuysen Township .26 .30 . None -
~_Harmony Township =~~~ . -0- . .13~ None.

- Independence Township = .35 ,41“ - .03

Liberty Township . A1 0 .47 0 - None .

~ Oxford Township- ~ .914: 1.04 . - None
- Pahaquarry Township ~~ ~ -0-~ -0- . - 'None

Washington Township =~ - .069 .13 .08'f"

©OTOTAL = 56

EXEMPTION LOST FOR 1978 BUDGET

A Huntefdon”  ;u.Rarxtan _./’V . , :'-' if‘:07  :‘;04 VQ'f: “€?8 ‘ :
. Sussex . ﬁ , Hamburg : "“f~ ,','; 3'{‘FdE1}_ gOS_,f B {3Ti
P (Both rega1ned exempt1ons for 1979 budget) o
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~ MUNICIPAL

"fﬁlegg Harbor S
;;“Este]]e Mangr o

f}Nat1ona15Pérk 

IES:NOT”SUBJECT T0 LOCAL "c

“FOR 1979 BUDGET,

Total 113
GLOUCESTER

,ﬁEast Greew1ch3,ﬂ

'jSouth Harr1son

fEIs1nboro

:Mahningtonf»*ff»;

;Branchv111e
_Fredon Townshi




gggﬂiil~.f’
.‘Camdeﬁﬁff.;f' :
Gloucester
-  :Hudsoﬁ5

Hunterdon =
| Middlesex
- ’Monméufh

. Morris

Ocean

" 'Sussex .

~ Warren -

"vatlant1c fl.b‘; 

| 'Bergen'

‘735 Bur11ngton5; 

‘.» Hunterdon -

~ Middlesex

Warren

- TABLE xrtb"'

| | MUNICIPALITIES
Neva EXEMPT_FOR 1979 BUDGET

15

o Mun1cipa1 Purpose Tax Rate

o MUNICIPALITY»:,'_‘f‘P 977
~ Gibbsboro ]‘f.r;w18.1.9‘7
.:'Loéah“-%f  ..: "\; : -255:  
"fkeérhy i  >.1.f = ‘}22‘

‘:HampfOn ."  S :f3L . ‘;58 'f‘."
‘Rar1tan ‘: s - T

| South Brunsw1ck ‘ ;«“'*,15, :
WOodbr1dge o e 19

Holmdel 22

- Upper Freeho]d Twp;‘b';iﬁ‘16“ 

| East Hanover ‘,‘ «ﬂ-l, ,'}i1<’ 

1‘Manchester fhv"-j_‘iwf \.29 ‘  L

" Fredon "f_;49‘, , 

o Hamburg o o 3T
Lafayette . - . A1 o

éféenWichl ok f”i’f}*i”.TT? O

EXEMPTION LOST FOR 1979 BUDGETi E
L LA T
HlﬁFo]som LT i LR
""‘f'Rocklnghg,iflff e
© Easthampton - .09
“ Hainesport . . . .05
‘Tabernacle”';;jff L T R

1  Read1ngt0n g:Lﬁffi gv‘.}ﬁ'63_;.1 \J
West, Amwe11,~€_,:: SRR |

“Ed1son  5"“"j fv:3 _;10 )
Monroe [‘. Ll S  3€10_‘ S

- 1Washingtoh_"x‘:‘F ,‘j1‘ 08
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1

“th 1977'tax year there were 7 munlclpei

itles Whlch dldf

ltaxvrate,

1!5- p,ercent., Cap'! L

Ve*exempt munlclp-zéifs;;ji L



~ Over the'three—year period for which thet75”percent‘
cap is applicable, 51«municipalities Will'not-hane prepared
a municipai'budget subject to the cap. An-additionalilo'«"
did not for 1978, will not for 1979, and would not’havehforf'
1977dhad;the'senior Citizen'and veteran dednctions'not7been‘
.considered‘(Table IXc). There'are an additional 12 muniCin+_
alities Which'have'@unicipal'purposeshtax rates of $.10 or less
7: per $100.ofga3sessed vaiue for*1976; 1977,dand i978-and'are |
in a Simiiar situatiOn‘tTable IXc)h‘hThus, there.is.a base
of 73 munlclpalltles that have not and‘with the exception‘of
one or two will not- be preparing munlclpal budgets subJect
' to.the'”S‘perCent expendlture‘limltatlons“ for-the foreseeable

future.

' THE BASIS FOR EXEMPTION

An-Apparenticontradiction‘""

‘A review of the changes 1n ﬁunlclpal purpose tax rates
for mun1c1pa11t1es exempt from the cap for a glven-yeari;;f”h
llshows the changes 1n those rates to be sharp Thegnroperty c

Atax rate expresses the relatlonshlp.between,pronerty Valne‘ v
“and eXpenditure'levels;v Changes“in‘either factorgaffects“
a change in'the taxﬂrate' Yet while the 5 percent limitation
is on expendltures the quallflcatlon for exemptlon is based
‘_on tax rate : (The 1atter was once suggested as the bas1s for

11m1tatlon and reJected a seemlngly contradlctory s1tuat10n )
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' The'exemption from‘the ~5 percemt cap"on:the basis
of a mun1c1pa1 purposes tax rate of $. 10 or‘less ‘per $100
of assessed value 1s a residual prov1s1on from a proposal to.
place;a 1lm1tat;on'onvtax;rates5‘7 | |
- ‘Ifdtnélfactors‘determiningbpropprty5taX‘rates/were
fsolely‘relatedgto‘expenditure rates Tthen.thisﬂeXemptlon

should be retained But expendlture rates are not solely

Tthe determlnates of pr;perty tax rates and property tax

rate control 1s not the prlmary obJectlve of the expend1ture

’«»11m1tat1ons 1aw The prlmary obJectlve of the expendlture

B 11m1tat10ns law 1s to. control the rate of 1ncreased spendlng

by . local governments and by d01ng S0 the property owner 1s less

fllkely to _bay add1t10na1 property taxes ' Because the control

"of 1ncreased spendlng 1s the obJectlve of the expendlture

tldllmltatlons law, the exemptlon from that law by reason of a

’”ftax rate 1eve1 1s contrad1ctory and should be deleted

i

S

TiThe Volatlle Nature of Tax Rates
o The con81derat10n of tax rates as a bas1s of a l1m1t—

Jatlon on local government spendlng must necessar11y address

T;‘ffour factors

;deource and use of surplus.””

{,LProperty values, changes 1n value based on
N ,»assessment practlces and-actual growth or
”“'decllne 1n number of ratables L

{"Revenue mix. The source, proportlon change
"and pred1ctab111ty of all reyenue sources.,

‘ Revenue collectlon experlence

w0



A11 of these factors “in a glven budget year affect

, .the property tax rate A p031t1ve change 1n property tax

ollectlon experlence together Wwith other unantlclpated or:

unbudgeted revenue could result in a large surplus and have

'the effect of reduclng a property tax rate whlle expendlturess‘]

v1ncrease A revaluatlon,‘and in 'some. cases a reassessment
fhcan have the effect of reduc1ng tax rates w1th no reductlon
d1n expendltures | y v o ’_ ‘ ey

| Table Xb and XIIb show the fluctuatlons in property
f'tax rates among“those mun1c1pa11t1es Wthh are newly exempt

‘from the cap for a glven year 'or among those for whlch

:the exemptlon was 1ost because of changes 1n tax rates..~Eor~'

5the 1979 budget year the 15 newly exempt munlclpalltles show Shath

vproperty tax rate decreases averaglng 17 p01nts.. Th1s
- average 1ncludes a range of 2 to 49 p01nt reductlons w1th y;
'.a medlan 13 p01nt reductlon.b Those munlclpalltles 10s1ng

'i'the exemptlon by reason of a tax rate 1ncrease show an_*qf G

'hlncrease of 17 p01nts Wlth a range of 5 to 35 and a medianrf?lf

Q~1s p01nt 1ncrease A 81m11ar pattern 1s found When exam1n1ng?5f

ithe mun1c1pa11t1es whlch were newly exempt from the ¢apj;”
ff;n‘theg1978 budget1yeart,uTaXyrates aregso;volatlle, due to
’thefWidehrangefof5faCtors*cOntributingftoﬁrate changes,,that'ﬁ
us1ng the rate as ‘the. bas1s for determlnlng exemptlon from ﬁ'
athe ex1st1ng 11m1tat10ns law 1s not Justlfled Some munlc—f:r

1pa11t1es may be able to av01d the cap occas1ona11y by 'iV

careful use of non property tax revenue Other mun1c1pa11t1es""

',have such unstable non property tax revenue sources that the



}[tax"rate contlnually fluctuates from Year to year above and fv*g;:;ffT-F

(3below $ 10 per $100 of assessed value and there are mun1c1-ﬂlk
'V~pa11t1es wh1ch may use accountlng techn1ques 1n a glven year?ﬂf'ii*-'<

f'for the sole purpose of aV01ding the cap 1n the ensulng year;p_

‘ B R t»-

4
I
R
N
|
1

QA Change 1n Approach to Exemptlon o

'g; It is left for future study[to determlne whether @}ff,
'3:vﬁ,therefare partlcular expendlture patterns 1n mun1c1pa11t1es

‘Wfﬁwhlch reflect "m1n1ma1 serv1ces v From that 1nformat1on a

:hlch recognﬂzes these "m1n1ma1

"5ﬁfpend1tures'over that f1xed base | It seems reasonable to ?pﬂ'”

Ve '},‘.
SR

"fTspeculate that there 1s a "core"'ofw7m1n1mal serv1ces whlch S

[ ;

"tect or promote theppubl;cahealth .safety, morals or

.-]

oach to exemptlng

“f:fia mun101pa11ty from the 5 percent cap11s necessary If the ﬁ:t”“‘”

bh”"ucontrol of local government spendlng ﬂs the 1ntent of the

press1ng need for publ1c"expend1ture to pro-_{v;f‘

_theregare‘nog_,n“”

s



f-01rcumstances where a . munlclpallty should be exempt from

: 11m1tat10ns because there are no s1tuat10ns where a local SRR

:government has no expenditure

[

"CAPPED" VERSUST”UNCAPPED” MUNiCIPALITIES”

Approprlatlon Level leferences

““One measure of- the dlfference in spendlng 1eve1s o
~and practlces between:"capped" and "uncapped” mun101pa11t1es
1s to compare approprlatlon changes from year to year. When L

hthlS Comparlson is made for the sample group used throughout.'

~this report a 31gn1flcant dlfference 1n approprlatlon
: d"levels is dlsclosed k |

Percentage Increases in. Approprlatlons "'
(Selected Items) : -

Capped vs. Uncapped Munlclpalltles
/1977 and - 1978 ' ‘

UNCAPPED o ' CAPPED - :

‘ Populatlon i»Urbanlzatlon -
; : -f'; mv' Groups . Intensity
1‘1977‘ 1978 1977 1978 1977 1978

%] 11
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~ Fire. - 17" 14,
Public Works- | 18.
Health & Welfare‘16.
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Conservatlon 35u
P.E.R.S. - | 26.
Social Securlty 12,
Capital (Current .
‘Revenue). .~ . |136.
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The percent 1ncrease 1n approprlations from 1976 to |

af§1977”among uncapped mun ipalltles 1s almost two t1mes that

'f;fof capped munlclpalltles For 1977 to 1978}the dlfference ff~7

j’]expanded to almost two and one half tlmes ‘Uncapped munlcl—ffdf»fdfv

Y

'33f€ipa11t1es show a 27 5 percent 1ncreasei1n 1977 and a 39 6 per—.vHVi"-*”- o

'?f;cent 1ncrease 1n 1978 Capped munlc alltles, us;ng popula—{

| :°"it10n grouplngs, show a 14 4 percent 1ncreasm _” 1977 and a

dflon Statew1de




'*hJect to the cap 1aw

~ comes from the property tax EaCh °ne °f those”f'-’

_-controlled other than by the munlcipal governlng body'“?

3fjdcentrallzat10n of mun1c1pa1 serv1ces, must be recognlzed by :
‘7fthe Leglslature The cap law should not be structured»to |

'"'1encourage the "spllnterlng" Of 100&1 governments

.3expend1ture for spe01a1 dlStrli; purposes Would notybe sub-;_ﬂ:sfﬁ;*

The Commlttee flnds thls to be a dangerous s1tuat10n L

Each one of those speclal dlstrlcts costs money

money wh1chf77'

1str1cts 1s

'_clrcumventlon of the cap law and more 1mportant1y, the de-ffdfiivfia

An example serves to make the p01nt The governlngf»;_p,,,w

hfbody of Mun1c1pa11ty A belng knowledgeable,vdlllgent and

'v,tcreatlve flnds that the 5 percent 11m1tat10n on expendltureffr:”

1ncreases is too restrlctlve, even w1th the exceptlons, add—hf};f”

I

"ons;'and referendum prov131ons.n They have already used sur-:f/

ff plus funds or the revenue from saieVOf assets to reduce the Y

'_tax rate below $ 10 per $100 of assessed value and escaped theh"

ttcap law for one year.‘ The expendlture base for the year




101 district

ircumstances -unde




‘f:precludlng the establlshment of spec1a1 d1str10ts untll

- tfsuch t1me as a study of the problem canf‘e completed

""flne tunlng "‘ The 1eg1s1at10n suggested 1n thls'se

vhuother than the vuncapped munlclpallty prov1310ns,,5 “sub-

| ystatlve but serves to clarlfy 1eglslat1;f 1ntent rathervjw
_ than expand or vary the bas1s or structure of the

:i The amendments to the ‘cap law suggested 1

- sectlon Wthh recommend that there be no uncapped mun1014f;ffﬂ S

pa11t1es represents a change 1n leglslatlve pollcy

'v The Commlttee recommends adoptlon of two bllls pend~

b’lng before the Leglslature These bll‘farepresent an adJust—fi’

E ment to the cap program and do not vary the bas1s or struc-ft

7vture of the cap 1 w;>f,J

Hi’;, The flrst is Senate 3111 No 3146 (OCR) Thls blllzﬁy]fa\

~sets a”spec1flc tlme, the last Tuesday 1n February, for a
Zreferendum propos1ng to permlt a. mun1c1pa1 budget to be adopted
whlch exceeds the cap 11m1t Further 1t prescrlbes the ylmf
‘tlme requlrements for 1ntroduct10n bapproval and publicatlon
of a munlclpal budget affected by such a referendum Thls"ﬁo”"
proposal would by law establlsh a unlform procedure._ The7f"‘
.b111 also serves to reduce the costs 1ncurred by the county
boards of electlon when several munlclpalltles conduct )

referenda at dlfferent tlmes y!h[f.‘*



The second recommended bill is the Assembly Committee




J In summary, the changes recommended by the Commlttee
accompllsh the follow1ng |
1. Permlt capltal expendltures to be made out—f”l
Lo s1de the cap, to encourage pay as you go L
: capltal flnanclng, :
-th;Permlt program expendltures whlch are relm-TE;‘
' bursed by Federal or State funds to be madeh{;‘” -
:out81de the cap,_”v 7‘« S
s'S,fiMore carefully defines the. type of; and'the*”
: review and approval process for, emergency
-appropriaions wh1ch ‘may be funded outs1de
‘_the cap;

4,.‘De1ete the prov1s1ons that allow for uncapped
» v“munlclpalltles and

SQQJExtends to- county government the exclus1on

1from the cap. for programs funded in whole
Gor 1n part by Federal or State funds

:~The Commlttee recommends exc1u31ng from the cap law
:a11 capltal expendltures f Th1s 1s a matter of prudent f1sca1'itf
"pollcy The cap law should not be constructed to force mun1c-,5

”flpalltles to borrow fundlng for cap1ta1 1mprovements to clrcum— ’

"-yvent the cap restrlctlons Dec1s1ons regardlng borrowed capl— ;’

; - tal f1nanc1ng versus current :or pay as- you—go f1nanc1ng should.-

_be based on the prudency of the flnan01ng mechanlsm The 1rony ;fﬁ.

5F1s that 1nclud1ng capltal approprlatlons 1n the cap does ‘not-

’:d‘contaln expendlture levels It may even have the effect of 1n-§"

-.y;creas1ng costs Costs may be 1ncurred 1n the form of neglected” -

v,malntenance,repalr and replacement as current capltal expendlef

jtures are deferred in order to produce a budget w1th1n the capt_»?»_

B Addltlonal costs may also be 1ncurred 1f the munlclpallty orjfy

county de01des to flnance_progects through borrow1ng rather

f.than pay for them w1th a d1rect approprlatlon The ”pay as—vf{

' ijou—go“ alternatlve must be preserved not dlscouraged




“~m'_mechanlsm

vﬂf?glslatur

These other se{

"‘ttee but rather_the

-

”szeent of the cap 1aw

" procedures

e should | sy
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Tfor makinngame'fas presCribed'inTthe ”LocalﬂBudget»LaW“'are SR

reasonable t1me tested and sufficiently restrlctlve SO that e

»vj permltting these emergen01es outs1de the cap is recommended

The spec1f1c reference to sectlons of the‘”Local Budget Law"7
_*pemittlng such appropriatlons should be 1nc1uded 1n the text;ld
of the cap law to preclude any misinterpretatlon of leglsla-
tive 1ntent Further emergency appropriatlons made prlor to;
;the adoptlon of the budget are currently not outs1de the capi:
Thusv an emergency appropriatlon for repair of streets or
: brldges damaged during the w1nter are treated w1th1n the
icap for that year Thusplaces an undue burden upon local govern—j
,ments The suggested amendments redress th1s 1ssue Allau
emergency appropriatlons or special emergency appropriatlonsr
made.prior to <concurrent with,»or subsequent to the adoption
of the budget would be ‘uncapped to the'extent they'are
dwapproved con51stent w1th the requirements of the ”Local Budget
Law. " | |

| ‘The Committee recommends that the cap»lawfbe'amended;"
‘lto delete any exemptlon from the cap law by v1rtue of a tax H
:vrate of $.10 per $100 of assessed value or less The cap law
explicltly prov1des (C 40A:4- 45 2) that where the municlpal
»;purposes tax rate 1s $ 10 or less per $100 of assessed value
the cap does not apply Thisyrepresents a,policy statement _
and,appearsvto have been_based on'the obServationrthat there
areyseveral municipalities wherein'the municipallpurposesyrafe'
has been -and would llkely contlnue to be below $-10 pery$lQO;r
"ofbassessed value-hand in some cases the rate is zero. Theseu

»mun1c1pa11t1es are primarily rural 1n character have high

Coo149



vf:publlc ut111t1es gross recelpts and franchlse tax 1ncome, have
| Ld hat has occurred

M’fjlpalltles other-~o

erfomuniclpalltles have resorted to "1ng ;:"7ffmethods" to reduce
"g_»mthe mun1c1pa1 purpose rate for one year to a level at or below o

ldj $ 10 per $100 of assessed value, and have been, therefore,-able

: and 1s contrary ffﬁjﬁ}?r
*'}f thathlf the control REE
' ’Leglslature |

"ilty;snuuld be

”tﬁy(See'sectlon tltl’d The‘"Uncapped

startlng“on page'55-"

ThlS 1s

=rn ents to fully

ffto accompllsh thls

1anguage regardlng

relmbursable by

(See page 1181

. ]fffor d1scuss1on of thls'lssue

S0

”Tfntalnlng expendlture ;pﬁafl"“*””

pped munlClpa11t1( f)j;q._»w‘

@

exclus1on oi Federal:f}fdfijj{"w

;not expendlture's?;d;ffdgﬁ”

‘;i,cap llmlt that pj7jf i



.:‘1977 )y

Th1s recommendatlon is expected to place county

‘i;fiwelfare costs and programs re1mbursed through Medlcare,;'r>
vMedlcald Blue Cross or private insurers outs1de the "cap ":3
' The 1ncons1stency regard1ng the exclus1on of welfare program}v."

o costs for munlclpalltles but not for county governments 1s"'“

noted 1n the Attorney General op1n10n regardlng the extent

;to Wthh welfare costs are capped (Formal Oplnlon No. 5 -

A11 of these amendments are 1ntended to be a further

‘kclar1f1cat1on, or: restatement of leg1slat1ve 1ntent and aref""

vnot des1gned or 1ntended to relax the 5 percent 11m1tat10n

KKk

ECTER



o It'- is: h' eby declared to be the pohcy of the Legxslature that the A S
prrahng cost of local ‘government must be controlled to protect - 0 .

.- the homeoWners of the‘-‘State and'i‘enable?them to mamtam thelr L
homesteads. . . ' SO (i o

i At the same'txme the Legislature recognf, es tl t Ioc'al. ‘gove’m, EETE e

- ment cannot be constrained to the point that it is lmpdssibl'e"to Ly

i .prowde necessary services to its 're31dents it '

- In recognition that the twic 6n0_epts may be at cross purposes, Ve
. theLeg.lslature recornmends that the program proposed hereun- = ..
‘ i stltute‘ “onan experxmenta.l basxs_ thh a revxew at the

T .mumclpal purposes tax: levy of $0. 1, ,or lessper - N TR
L _;$100 00 and counties. shall bé prohlbxted from mcreasmg their . et R
.+ final appropriations. by more than 5% over the prevxous year ex- N Ot e ]
cept thhm the provzsmns set forth hereunder ANEEE BESS i

Co "’40A ,‘—45 3 Mumcxpahtxes, exceptmns to lmﬁta.jftions: ot
“ In the prepazatlon of its budget a mumcxpahty shall limit any =~ -

B incresse in- said: budget to 5% over “the previous yeax s fmal ap-'
e proprxatlons ‘subject: to the followmo- exceptlons.

: The: amount. of ‘revenue generated by the mcrease in 1ts
. valuatlons based solely on applymo the precedmg', year’s general G
, tax 1ate of the mumclpahty to the assessed value of new con-
structlon or m1provements, B ; ‘ Y

b Capltal expendxtux esEunded by any source *other than the ,
. loeal property tax, and programs funded wholly or in part by
| };_Federal or State. funds in’ whlch the financial share of the mu-
o -‘-”mcxpahty is not requlred ‘to’ increase. the final appropnatlons S
. by more than. 5%] 1nc1ud1ng appropmatwns for current
. capTtal whéther in a capital budget, to a capital L
~ “improvement fund, or as a component of a!line item .
" "-1n the current or ut1hty operatmg budget

- c. Programs funded whoHy or in part by Federa’l or
‘:State funds: or ‘programs where Federal, State or other »
funds are 1n re1mbursement for 1oca1 expend1tures, S

\




| k be]ow,

[c.] E&n increase. based upon an ordmance declarmg an emer-: S
~gency situation accordmg to the definition prowded in NJ S.

| 404 1446 approved by at least two-thirds of the govermng body

. .and approved by the Local Finance Board; provxded however,- AT OR R
-+ that all such emergency -authorizations shall not exceed, in the .
T ‘agure«ate 8% of current and. utlhty opelatmo' approprlatlons'" SR
" made in the budget adopted for that year, and provxded further
_[that nothmg ‘herein provided shall be: applicable to-any emer- o oo
. gency appropriation resolution adopted pursuant to N.J.S. 40A 3= Sl
446 for a purpose referred to in d or j. belowa Emergencx I
';-approprlat1ons for the purposes set forth in N.J.S."
. 40A:4-46, 40A:4-53, 40A:4-54, and 40A:4-55.1 adopted_- N
- at any- time in the year whether before. or after,the_.i-ffif
adoption of the budget, and approved by at least two- -

" thirds of the governing body and the Director of the

Division of Local Government Services; provided,-
however, that such emergencx,author1zat1ons shal] not

~in the aggreqate, exceed 3% of current -
,»uoperat1ng appropr1at1ons made in_ the budget adopted o
“for that year, and provided further, that nothing here.n' RO

~Q~prov1ded shall be" applicable to an emergency appropr1at1on

resolut1on adopted for a purpose referred to 1n e. and

‘body corporate and politic or pohtlcal subdivisien of this ‘State. ,. ~

3 ‘";Wlth respect to the amounts requu ed to be pald for senior c1t1-‘ _ P
zen housing in the above cxted political subdivisions or- boches, PRt
~.the exceptlons sha]l be subJect to the rev1ew and approval of o

t eLocal“Fmance Board FE

8 ‘i _ o All debt servxce, mcludmtr that of a Type I school dlstrlct'!; o ‘ s
'[e. ]f Amounts requlred for fundmg‘ a plecedmg years deﬁcxt'_‘i .

o _[f; ] g_Amounts reserved for uncollected taxes; CoEl LTl T
L [g ]h Expendltures mandated after the effectlve date of thls act. Tl

pursuant to State or Federal law, T F S e T

- [h. 1i. Expenditure of amounts derived’ from new or 1nc1eased‘t‘ A
. service fees 1mposed by ordmance or. derlved from the sale of SN

= mumc1pa1 assets, ‘ S e :

[1 ] J_When approved by referendum, or. . : o
L Jk. Amounts requxred to be pald pursuant toany contract w1th -

‘ 1espect to use, services or provxslon of any pro;ect facxllty orA o
.pubhc improvement - for. water, sewer, solid” waste, palkmg,
- senior citizen housmg or any similar purpose, or payments on -

' .-"'account of debt service therefor, between a’ ‘municipality and -
‘nny other mumc1pa11ty, county, school or other dxstrlct agency, .
" authority, commission, mstlumentahty, pubhc coxporatxon,



- 40A 4 45 4 Countn&, exoeptions to: hmitaﬁon S _

S In the preparatxon of its budget, a county may' not increase”
t»*"—’/"the county ‘tax’ levy to be apportioned- among its constituent
- municipalities in.excess of 5% of the plewTs years county B

i ﬁtax ]evy, subJect to the followmg exceptlons

S " The amount of revenue. generated by the increase in val-:’ '
o uatxons within the county based solely on applymg the pr ecedmg T

i

. year's county tax rate to-the apportlonment valuatlon of new- . -

i : constructlon or 1mprovements within ithe county and such m-' a
v crease: shall be lev1ed in dlrect proportlon ‘to said ‘valuation; -

b; Capltal exﬁendltures E‘unded by any sourlce other than the a

‘»co,unty tax levy; J includina annroori ations: for current
" capital whether 'in a capital budget, to a capital B
- improvement fund, or as a component of/a line item

“in_the current or ut111ty operat1ng budget“

e [An increase based upon a resolutlon maklng an emer-:
gency- appmprlatlon accordmg to the def:mtmn ‘provided in = -
N.J.S. 40A:4-46 approved by at least two-thnds of the board -

~of chosen freeholders of the county and except as to an emer-

.. igency appropnatmrﬂ' Emergency appropriations for the )
"* purposes set forth in N.J.S. 40A:4-46, 40A:4-53,
. 80A:4-54, and 40A:4-55.1 adopted at'any time in theg' o
- year whetheribefore.or’afterwthe‘adoption:of the budget
“and approved by at least two-thirds of the governing
.. body and the Director of the Division of Local Govern-
.~ ment Services; provided, 'however, that! such emergency
~authorizationssshall not, in the aggregate, exceed 3%
~of current operating appr;pr1at1ons made .
-in the budget adopted for that year, and prov1ded
further, that nothing herein provided shall be .
app11cab1e to .an emergency appropr1at1on resolution

. dOEt.e_ d_ for a purpose referred to in d. or f. be'low:iv;, where
e pertment approved by the county execuhve' p R T

d AlI debt serv1ce, .

E‘cpendltures mandated after the effectlve[ date of thJs
- act pursua.nt to State or Federal law; . oo -
EER 0 Amounts requlred to be paxd pursuant to any contract_»
with respect to use, services or provxsxon of any project, facility "
_or public. 1mprovement for water, . sewer sohd waste parking,
 senior cxtnzen housmg or any similar; purpose, or' payments on
account of debt ‘service’ “therefor, between a county, and any i
R ‘other county, mumc]pahty, school or: other d1str1ct agency, au- -
R ‘thonty, commlssmn mstrumentahty, ‘public ‘corporatlon body
~ . corporate and pohtxc or political subdwxsmn of this State.
W:th respect to the amounts requlred to be paid for senior citi- )
_zen housing in the. above cited pohtncal subdivisions or bodies,
e the exceptions shall be subJect to the revxew and approval of the
S ‘Local Fmance Boa.rd L : ‘ : ‘




g. That portion of the county tax levy which -

’:f’_,h#presents funding to_participate in_any Federal
- -or State aid program, or which represents fund]_g
. for participation in programs for which Federa]

- State, or other funds are ava11ab1e on a re-.

1mbursement bas1s. -

S

S }-i . _.‘40A 4 45 5 Emergency mcrease in county tat levy, ex-."'.v |

" clusion from llmxtation of mumcnpahty

In any county wherem the freeholder board has approved an
R 1emergency increase in the’ county tax levy, the amount of such.
* increase apportioned to each mumclpahty shall, not be considered .
~in the limitation set forth in sections 2 and 3 herein, hmxtmg R

f the increase in mumclpal budgets e e ‘ S
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