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StareE oF NEw JERSEY

PHiLIP D. MURPHY
GOVERNOR

REVISED FISCAL 2021 BUDGET
OF
PHILIP D, MURPHY
GOVERNOR OF NEW JERSEY
TRANSMITTED TO THE FIRST ANNUAL SESSION
OF THE TWO HUNDRED NINETEENTH LEGISLATURE

M. President, Mr, Speaker, and Members of the Legislature:

In accordance with the provisions of Section 6 of the "COVID-19 Fiscal Mitigation Act”,
I.L.2020, ¢.19, I hercby present my revised budget recommendations for fiseal 2021,

This document provides a summary of my recommendations, and outlines the key aspects of my
overall financial plan for the governmental services to be provided by the State to the residents of New
Jersey.

Additional budget information will be transmitted separately to the Legislature.

Respectfully submitted,

e

PHILIP D. MURPHY
Governor of New Jersey

Attest:
Matthew J, Platkin
Chief Counsel to the Governor

August 25, 2020
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A Letter from Governor Philip D. Murphy

Dear Senate President Sweeney, Assembly Speaker Coughlin, Members of the 219th Legislature,
and the People of New Jersey:

On February 25", | stood before the Legislature and the people of New Jersey to lay out my
vision for the next state budget. In the six months since, the COVID-19 pandemic has infected
approximately 190,000 of our residents, more than 14,000 of whom have paid the highest price.
As our family, friends, and neighbors, they will never just be remembered as numbers, but their
names and their lives will be remembered and memorialized.

Even as we grieve, we must also acknowledge and express our gratitude for the heroic efforts of
the thousands of New Jerseyans who have been standing on the front lines of this crisis every
day. Likewise, the people of New Jersey have taken to heart their responsibility for and role in
slowing the spread of this deadly virus.

Now, as we face the economic crisis that has been set off by this unprecedented public health
crisis, we must continue to be honest about what it will take to see our state through this
emergency.

We need to think beyond today, and, most of all, we need to think of what it truly means to care
for, and care about, each other.

Some have looked only to draconian cuts — cuts that would disproportionately fall upon our
working and middle-class families, our kids, and our communities of color while, at the same
time, leading to increased property taxes.

That is the wrong way, the dishonest and failed way, and is just more of what made us so
vulnerable to the ill winds of the pandemic.

This budget includes over $1 billion in cuts and efficiencies. Yet, my Cabinet also aimed to
preserve the core and essential services that millions of our residents rely upon every single day.

This budget generates real and substantial savings through collectively bargained furloughs and
health benefit reforms, and maintains our commitment to the full pension payment we announced
in February.

It does not cut school aid, and it also preserves tuition-assistance programs for our college
students, keeps direct state aid to our municipalities whole, and protects the core services that
many New Jersey families rely upon — including health care.
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There are other places where our investments will remain intact to the greatest possible extent
because of the partnership between our administration and the Legislature to see to it that we can
borrow, on an emergency basis, the funds we need to keep these investments secure.

But the fact remains that more than 1.4 million of our fellow New Jerseyans have filed a claim
for unemployment benefits. We must all understand that we are in this crisis together and
everyone will have to do their fair share as we begin our recovery.

That means that the wealthiest among us — millionaires and large corporations — will need to
pay their fair share in taxes. In doing so, we can alleviate the immediate pain being felt by the
millions of middle-class families and the working poor reaching to lift themselves out of poverty.

We are also making down payments on investments that will make our state stronger and fairer
for generations to come. This includes my proposal that New Jersey provide a “baby bond” —a
$1,000 deposit into an account for every child born in 2021 to a family making up to $131,000
per year.

And it includes hundreds of millions of federal dollars strategically invested into our public
schools, child care providers, institutions of higher education, long-term care facilities,
behavioral health treatment providers, small businesses, renters, and working families to help
those who need it most.

However, the unavoidable truth is that our recovery from this crisis will require continued
federal support. Our job fighting this virus is not done, and neither is Washington’s.

That is why this budget will also move New Jersey to where we need to be to meet unforeseen
challenges with a closing surplus of $2.2 billion — a much-needed cushion against revenue
shocks from a second wave.

This surplus is not a luxury. It is a product of lessons learned: Think ahead, be prepared.

So, too, will we be far better prepared to create new opportunity, adapt, innovate, and embrace
our diversity. We will be far better prepared to grow an economy that works for everyone.

With this new budget, let’s renew our vow to work on behalf of the millions of New Jerseyans
who need us to harness all that is great about this state that we love and proudly call our home.

Sincerely,

o K

Philip D. Murphy

Governor
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Stronger, Fairer, and More Resilient: Building New Jersey’s Post-COVID Future

The Pandemic’s Impact on New Jersey

Although we are no longer our nation’s epicenter for the pandemic, COVID-19 has had a uniquely
devastating impact on the state of New Jersey. At present, there have been approximately 190,000 cases
of the coronavirus and over 14,000 deaths. The Governor’s Revised Budget Message reflects the public
health costs of this emergency and the related economic collapse.

The Governor is deeply grateful to the thousands of New Jerseyans who have stood on the front lines to
address this virus, including our health care professionals, first responders, supermarket and grocery store
employees, public servants, and many others. He also knows that some residents have been
disproportionately harmed by the pandemic. Nationally, Latinos and African-Americans have been three
times as likely to become infected as their white neighbors, and Black and Latino Americans have been
nearly twice as likely to die from the virus as white people.! In seven New Jersey counties, the rate of
cases among Black residents was more than double that of the white population. The same was true for
Hispanic residents in eight counties.?

The public health emergency has created an economic crisis that can only be rivaled by two other times
in our state’s entire 244-year history — the Great Depression and the Civil War. In January 2020 there
were 172,300 New Jerseyans unemployed and the state had a 3.8 percent unemployment rate. In June,
there were 751,300 New Jerseyans unemployed and the State’s unemployment rate was 16.8 percent.
Since March, 1.4 million unemployment claims have been filed.

The economic crisis has also had disproportionate impacts. Job losses have been concentrated among
low-income employees, and at the national level Black men and women have recovered only about 20
percent of the jobs they lost in the pandemic versus almost 40 percent for white men and 45 percent for
white women.? Between February and May, the Black unemployment rate tripled.

New Jersey has been prudently investing the discretionary federal funds it received through the four
federal coronavirus response bills, but the Administration is deeply concerned about the expired federal
stimulus programs. Between April and July, Treasury’s Office of Revenue and Economic Analysis (OREA)
estimates that New Jersey businesses and residents received $33.6 billion in increased income due to the
combined impacts of the federal Paycheck Protection Program, the Economic Impact Payments, and the
enhanced and expanded unemployment benefits. However, at the time of this publication these federal
benefits have expired and the United States Senate has failed to pass legislation to maintain this aid.

Addressing the Revenue Shortfall

Although the Administration was confronted with historic shortfalls, it aimed to solve its budget problem
through progressive revenue solutions and by avoiding long-lasting harms to core government programs.
The Governor’s revised budget projects $28.7 billion in revenue for the nine-month period, which includes

1 https://www.nytimes.com/interactive/2020/07/05/us/coronavirus-latinos-african-americans-cdc-data.html

2 https://www.nj.com/data/2020/07/black-hispanic-populations-hit-hardest-by-the-coronavirus-in-all-21-nj-
counties.html

3 https://www.washingtonpost.com/business/2020/08/13/recession-is-over-rich-working-class-is-far-recovered/
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$1.02 billion in proposed revenue-raising measures and additionally recommends $4 billion in emergency
borrowing.

New Revenues

The Governor’s proposed revenue raisers include imposing the millionaires tax on all income above $1
million, extending the CBT surcharge of 2.5 percent, restoring the sales tax on limousines, and removing
the tax cap on yachts. It also introduces a surcharge on Qualified Business Income (QBI), for which certain
taxpayers received a regressive new 20 percent tax break through 2017’s federal Tax Cuts & Jobs Act
(TCJA). The Governor remains committed to tax fairness, and ensuring that the most fortunate among
us—millionaires and large corporations—pay their fair share. Especially now, when many of the
wealthiest were hurt less or even prospered as this pandemic raged around us, it is appropriate that they
give more so we can strengthen the middle-class families who are the backbone of our state.

Reductions

The revised budget proposal includes $1.25 billion in departmental solutions across state government.
The Governor’s Office and the Department of the Treasury asked each department to propose 15 percent
spending reductions, and reviewed suggestions that would have been devastating for K-12 and college
students, individuals with intellectual and developmental disabilities, and senior citizens. Proposed cuts
and fund diversions could have sharply reduced hospital research grants, halted clean energy efforts, and
stranded local governments.

Draconian cuts would be counter-productive to the State’s efforts to contain the economic impacts of
COVID-19, and would kneecap the ability of millions of families to get ahead — notably low-income
households, single parents, and people of color. Austerity would block a swift recovery, just as it did
during the Great Recession.

The revised budget includes dozens of targeted reductions across all departments. Some of these
reductions are made possible through long-term Administration efforts, like the Governor’s commitment
to provide State employees with the highest possible quality of health care at the lowest possible
cost. Through a combination of cost cutting measures taken by the Administration and plan modifications
implemented through collaboration with the unions, the budget for health benefits is able to be
maintained at a level appropriation and offset an increase of at least 10 percent related to medical and
drug price inflation.

Other reductions reflect available federal funds or right-sized spending. However, some of the proposed
cuts, transfers, and withdrawn investments will have serious consequences for our residents and
institutions. None of these decisions were taken lightly. New Jersey must receive substantial and flexible
federal aid to address these needs and mount a robust and sustainable recovery.

Maintained Programs

Overwhelmingly, the Governor’s revised budget proposal preserves core state programs. The budget
does not include additional cuts to K-12 aid, post-secondary tuition assistance, or operating aid for senior
public colleges and universities. It restores the Homestead Benefit and Senior Freeze, and does not
decrease core municipal aid. It also does not impose new burdens on Medicaid recipients or curb the
Child and Dependent Care Tax Credit. This maintenance of services was only possible because the
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Administration worked with its partners in the Legislature to enact the COVID-19 Emergency Bond Act in
July.

The budget also includes a robust $2.239 billion surplus. This additional fund balance represents 5.59
percent of appropriations over the 12-month period, and the Governor is committed to maintaining this
surplus to address the very real possibility of additional public health restrictions due to a resurgence of
the novel coronavirus.

New Investments

The revised budget proposal also includes targeted growth to address long-standing disparities and ensure
that the recovery includes all New Jerseyans. It advances the calls for equity made by thousands of New
Jerseyans who have peacefully taken to our streets to call for all of us to recognize the simple yet
overlooked message that “Black Lives Matter”.

The Governor will launch a statewide Baby Bonds initiative, which will provide a $1,000 deposit for the
approximately 72,000 babies born in 2021 into families whose income is less than 500 percent of the
Federal Poverty Level, or $131,000 for a family of four. When these residents turn 18, they can withdraw
these funds to help them pursue higher education, buy a home, start a business, or pursue other wealth-
generating activities. This idea has been advanced at the federal level by Senator Cory Booker and
prominent economists, and New Jersey will be a leader in implementing this idea that addresses our
wealth gap and assists three of four children born in our state.

Governor Murphy will also invest S60 million into the Clean Water and Drinking Water programs to ensure
safe and modern water infrastructure statewide. These programs are critical to advancing environmental
justice, addressing the threat of lead exposure in our communities, and creating good-paying construction
jobs during our economic crisis.

The Administration will re-allocate $45 million within the Department of Children and Families (DCF) to
allow the Children’s System of Care to rebalance out-of-home and in-community service rates for the first
time in nearly fifteen years. This investment will allow DCF to better serve children with emotional and
behavioral health care needs as mental health challenges increase.

The budget proposal also supports pending legislation that would provide certain inmates credits towards
their sentence for time served during a public health emergency, and the budget would support county
and municipal governments that enable early voting. It follows through on the Governor’s commitment
to increase the Earned Income Tax Credit (EITC) to 40 percent and proposes increasing EITC eligibility to
assist tens of thousands more young adults.

This proposal allows current districts to maintain their preschool programs, and includes $10 million for
new districts that are ready to launch programs in 2021.

Due to the enactment of the New Jersey Health Insurer Assessment legislation in July, the State will be
able to provide its own subsidies to New Jerseyans with annual income up to 400 percent of the Federal
Poverty Level in 2021. The estimated average subsidy for an individual could be at least $564 a year, and
at least $2,256 a year for a family of four, although actual subsidy amounts will be based on an actuarial
simulation study being conducted by the Department of Banking and Insurance (DOBI).

August 25, 2020 9
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The recommended FY 2021 pension contribution equals 80 percent of the Actuarially Determined
Contribution (ADC) and still represents the largest percentage of the ADC contributed in 25 years.

Recovery Programs

Through federal and state funds, the Murphy Administration has launched major recovery efforts across
multiple impacted areas, including K-12 education, higher education, health care, social services, local
government, economic development, and housing.

To date, the Administration has allotted $2.39 billion from its Coronavirus Relief Fund (CRF) allocation.
The Governor also signed Executive Order 166 in July to create the Governor’s Disaster Recovery Office
and ensure greater oversight and accountability in the State’s administration of federal COVID-19
resources. The below includes additional details on planned spending for the full $2.39 billion.

Since the New Jersey State Treasurer’s May 22, 2020 report entitled, “The Report on the Financial
Condition of the State Budget for Fiscal Years 2020 and 2021,” the U.S. Treasury has repeatedly updated
its guidance and Frequently Asked Questions for the CRF, and the Federal Emergency Management
Administration (FEMA) has modified its match criteria. The plan allocation is still subject to future statutes
that modify the federal CARES Act, new federal appropriations, confirmation of actual expenditures
incurred, the identification of additional unmet COVID-19 needs, and new guidance from the U.S.
Treasury. Pursuant to existing U.S. Treasury guidance, all CRF funds must cover necessary COVID-19
expenditures incurred between March 1 and December 30, 2020.

K-12 Education

Governor Murphy has directed $10 million of Elementary and Secondary School Emergency Relief (ESSER)
funds and $50 million of CRF monies to address the digital divide for the 2020-2021 school year and
provide devices for over 230,000 students. Nearly $20 million of the State’s ESSER Funds will be used for
equitable services, social-emotional learning, and addressing learning loss, among other efforts.

The Department of Education (DOE) will also distribute $100 million to help school districts meet
health and safety standards in order to re-open.

Given that many schools will not be immediately returning full time, many more families will be in
need of child care during normal school hours. Ensuring appropriate child care capacity and family
assistance in obtaining child care is critical to our economic recovery, especially including labor
participation of the female workforce. The Department of Human Services (DHS) and DCF will launch a
$250 million program to support the state’s 6,000 currently existing child care centers and family child
care sites to ensure that residents have providers willing and able to provide care and provide
subsidies and tuition grants to working families to support access and affordability.

Higher Education

After distributing nearly $70 million in federal Governor’s Emergency Education Relief (GEER) Funds, the
Office of the Secretary of Higher Education (OSHE) opened up applications for the first tranche of higher
education relief funding from the CRF in August. The Administration ultimately plans to distribute $300
million to our senior public institutions, county colleges, and independent non-profits.

August 25, 2020 10



State of New Jersey Revised FY 2021 Budget Proposal

Health Care

The Administration has used state Medicaid dollars and federal funds to provide long-term care facilities
with $155 million in additional funding as they reopen to visitors and resume normal operations. It also
directed $10 million in CRF monies for long-term care facilities and oversight.

The budget will also provide temporary wage enhancements for both Direct Support Professionals and
Personal Care Assistants.

Social Services

The Administration dedicated $20 million to support the state’s food banks due to rising food insecurity
caused by the economic crisis. Through the federal Pandemic-EBT program, approximately $208 million
in special food assistance benefits is expected to be delivered by DHS to more than 500,000 New Jersey
children.

The State will dedicate S50 million to address the increasing behavioral health needs of our residents
through additional support for treatment providers and more robust access to opioid treatment. New
Jersey could see a 20 percent increase in behavioral health support needs from those who are infected
with COVID-19, those who are affected by isolation, and those who suffer economic losses. These funds
will be used to support our behavioral health providers to ensure continuity and accessibility of critical
services and treatments. The State will dedicate another $25 million through DCF and DHS to help
additional service providers in with some of their pandemic-related costs, including cleaning, technology
upgrades, and personal protective equipment (PPE).

The State is preparing to spend nearly $300 million across social services and emergency response for
testing-related costs to ensure the safety of its workforce, expand testing, implement contact tracing, and
secure safe places for isolation. DHS expects to need an additional $10 million for increased enrollment in
State income assistance programs, and will use $10 million to support overburdened county governments
in the distribution of public benefits.

Local Government

To help the 12 counties with fewer than 500,000 residents, which did not receive direct federal relief
funds, the State has provided targeted funds for testing and small business emergency assistance grants.
Governor Murphy has leveraged over $32 million from both the CRF and Center for Disease Control and
Prevention (CDC) funds to help county and local public health departments respond to the pandemic. In
addition to the $15 million it has provided small businesses in these counties; the Administration will soon
expand its other successful stimulus programs to these regions.

A $120 million local government emergency fund will also be available through the Department of
Community Affairs (DCA) for eligible municipal public safety and public health expenses in these 12
counties and support towns’ needs for dispatch and public health resilience.

Economic Development

The Economic Development Authority (EDA) will spend at least $65 million of CRF monies on its Small
Business Emergency Assistance Grants program, which has already helped nearly 11,000 businesses with
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fewer than 25 full-time employees. The EDA will also use the CRF to support small business access to PPE
and provide targeted technical assistance.

DCA and the New Jersey Redevelopment Authority (NJRA) will use CRF monies to support a range of place-
based community development programs, such as Main Street New Jersey, the Neighborhood
Preservation Program, the Neighborhood Revitalization Tax Credit, and the new Small Business Lease
Emergency Assistance Grant program.

The Department of Labor will use $15 million to support worker retraining and reskilling programs.
Housing Assistance

DCA is leveraging over $100 million from the CRF, federal Emergency Solutions Grants (ESG), and the
Affordable Housing Trust Fund to support the Coronavirus Emergency Rental Assistance Program
(CVERAP).

The Administration is also using $25 million from the CRF to support the Housing and Mortgage Finance
Agency’s (HMFA) new Small Landlord Emergency Grant (SLEG) Program, and will provide $10 million for
Emergency Housing Assistance through DHS’ current infrastructure of non-profits and county agencies.

Emergency Spending and State Operations

The State’s CRF plan includes approximately $115 million in emergency spending for health and safety
actions related to the pandemic. This amount represents the total CRF spending necessary to support the
FEMA match on eligible spending by State departments and the State Office of Emergency Management.
Through the hard work of the State Police, the Offices of Emergency Management (OEM) and Homeland
Security, and the Department of Health, we have undertaken the process of building a strong state
strategic stockpile of personal protective equipment and ventilators.

The State will likely use nearly $600 million to support increased health benefits expenditures, additional
borrowing expenses, and payroll costs for its employees whose services are substantially dedicated to
mitigating or responding to the public health emergency.

The State will reimburse NJ TRANSIT for $30 million of its eligible costs as the agency contends with
hundreds of millions of dollars in lost fare revenues, and it will set aside CRF funding so that county and
local governments can implement Vote-by-Mail for the November elections.

Detailed Table of CRF Allocations

Department Program Title Cost
(in thousands)
K-12 Education Relief and Re-Opening

DHS/DCF Child Care Capacity S 250,000

DOE School Re-Opening and Remote Learning S 100,000

DOE Digital Divide Initiative S 50,000
Estimated Subtotal S 400,000

Higher Education Relief

OSHE Higher Education Fund S 300,000
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Social Services and Health Care Support

DOH, Misc
DHS
DHS/DCF
NJDA

DOH

DHS

DHS

Testing and Safe Isolation

Substance Use and Mental Health Support
Additional Provider Assistance and PPE
Food Banks

Long-Term Care Facilities Oversight
Increased Income Assistance Needs
County Benefits Administration

Estimated Subtotal

FEMA Match and Emergency Spending

Misc.
OEM
Misc.

Testing Capacity
Emergency Spending
Department FEMA Matches
Estimated Subtotal

Local Government Relief

DCA

Misc.
OEM/DOH
EDA

DCA

Local Govt Emergency Fund

Program Expansion for 12 Counties

FEMA Match for 12 Counties

Small Business for 12 Counties

Public Health and Dispatch Shared Services
Estimated Subtotal

Economic Development and Re-Employment Programs

EDA
DOL
EDA
EDA
DCA
NJRA

Small Business Grants

Workforce Training and Reskilling

Business PPE Purchase and Enabling

Small Business Targeted Technical Assistance
Commercial Corridor Relief Program

Small Business Lease Emergency Assistance
Grant
Estimated Subtotal

Housing Assistance Programs

DCA
HMFA
DHS

Emergency Rental Assistance
Small Landlord Program
Homeless Prevention
Estimated Subtotal

Payroll, Health Benefits, and State Capacity

TO

August 25, 2020

Salaries and Administrative Leave

v n n nn v n n n R V2N Vo SR Vo SR Vo SR Vo SR Vo R Vo SRR Vo

v nn unn

v N nn

175,000
50,000
25,000
20,000
10,000
10,000
10,000

300,000

125,000
100,000

15,000
240,000

120,000
90,000
20,000
15,000

5,000

250,000

51,000

15,000

15,000
7,500
7,500
10,000

106,000

65,000
25,000
12,000
102,000

450,000
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Health Benefits

Department Reimbursements
Increased Interest Payments
Emergency Rates

NJ TRANSIT Reimbursement
Vote By Mail (VBM) Elections
Telework/IT Upgrades
Estimated Subtotal

B2 000V N Vo G Vo I Vo I Vo IR Vo B8 Vo

100,000
50,000
25,000
23,000
30,000
15,000

5,000

698,000
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FY2020 and FY2021 Fund Balances

As of August 25, 2020
(In Millions)
FY2020 FY2020 FY2021 FY2021
12 Month Ending 3 Month Ending 9 Month Ending 12 Month Ending
June 30, 2020 Sept 30, 2020 June 30, 2021 June 30, 2021

Opening Fund Balance S 1,291 $ 1,716 $ 2,081 S 1,716

CBT Open Space Reserve 111 107 140 107

Surplus Revenue Fund 421 - - -
Revenues

Income S 16,194 S 2,621  §$ 12,370 S 14,991

Sales 9,772 2,534 7,280 9,814

Corporate 3,865 675 2,400 3,075

Other 8,196 1,871 6,640 8,511
Total Revenues S 38,027 S 7,701 S 28,690 S 36,391
Borrowing - - 4,000 4,000
Lapses 1,387 353 - 353
Total Resources S 41,237 $ 9,877 § 34911 $ 42,567
Appropriations

Original S 38,720 S 7632 S 32,414 S 40,046

Supplemental 694 24 - 24
Total Appropriations S 39,414 S 7,656 S 32414 $ 40,070
CBT Open Space Reserve (107) (140) (258) (258)
Surplus Revenue Fund - - - -
Ending Fund Balance S 1,716 $ 2,081 § 2,239 § 2,239

* Lapses in FY2020 include $1.191 billion in deappropriations, and $143.5 million of CRF funding to offset eligible public safety and direct
care salary and statewide leave time costs. Lapses in the July - September period include $126.4 million of CRF funding to offset eligible
public safety and direct care salary and statewide leave time costs.
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12 Month FY 2021 Fund Balance at Benchmark Points in Time

(In Millions)
August 25
February 25 GBM Proposed Budget

Opening Undesignated Fund Balance $ 781 % 1,716

CBT Open Space Reserve 110 107

Surplus Revenue Fund 732 -
Revenues

Income $ 17,795  $ 14,991

Sales 10,774 9,814

Corporate 3,831 3,075

Other 8,762 8,511
Total Revenues $ 41,162 $ 36,391
Borrowing - 4,000
Lapses - 353
Total Resources $ 42,7185  $ 42,567
Appropriations

Original $ 40,851 $ 40,046

Supplemental - 24
Total Appropriations $ 40,851 $ 40,070
CBT Open Space Reserve (298) (258)
Surplus Revenue Fund (745) -
Ending Undesignated Fund Balance $ 891 $ 2,239
Surplus Revenue Fund 745 -
Ending Total Combined Fund Balance  $ 1636 $ 2,239
% of Budgeted Appropriations 4.00% 5.59%
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UPDATED ASSESSMENT OF CURRENT ECONOMIC CONDITIONS*

United States Economy

August marks the sixth month since the World Health Organization (WHO) declared COVID-19 a pandemic
and since the United States declared a national health emergency.®> According to the National Bureau of
Economic Research (NBER), the nation plunged into a recession during the second quarter, the result of
curtailed economic activity in an effort to fight the pandemic. Some states began to re-open their
economies by June, but many have had to pause or roll back re-openings. While showing some signs of
improvement, U.S. economic activity generally remains well below pre-COVID-19 levels.

¢ Nonfarm payroll employment in the U.S. declined by an unprecedented 22.16 million jobs in
March and April. The labor market has now regained 41.9 percent of the total jobs lost, including
1.763 million jobs in July. However, there are signs the recovery is slowing as July’s job gain was
the lowest of the past three months and less than half the number of jobs added in June.

¢ The national unemployment rate of 10.2 percent in July is down from the peak of 14.7 percent in
April. However, the current rate is still higher than at any time during the 2008-2009 Great
Recession. Moreover, the number of discouraged workers® increased for the seventh month in a
row, and the number of workers who are part-time because they cannot find full-time work
increased for a third consecutive month.

¢ National retail sales tumbled 8.2 percent month-over-month in March and by another 14.7
percent in April. However, subsequent growth, including a 1.2 percent increase in July, has
returned national retail sales to pre-COVID-19 levels. Yet, the recovery remains uneven with the
growth in sales driven by higher spending at online retailers, grocery stores, and home
improvement stores.

¢ The Consumer Sentiment Index fell 11.8 percent in March and 19.4 percent in April. The index
rose briefly in June in response to state economies re-opening across the country, but those gains
were mostly erased in July following a rise in cases in many of those states.

¢ Following a historic 32.9 percent decline in real gross domestic product (GDP) during the second
quarter of 2020, the August Blue Chip consensus projects a 5.2 percent drop in real GDP for 2020
as a whole. The national economy is expected to grow 3.8 percent in 2021, but real GDP is
expected to remain below pre-COVID-19 levels until 2022 at the earliest.

The August 2020 edition of the Wall Street Journal (WSJ) Economic Forecasting Survey produces similar
projections to the Blue Chip Consensus. The graph on the following page shows a range’ of projected

% The following review updates and supplements the prior analysis from May 22: Report on the Financial Condition
of the State Budget for Fiscal Years 2020 and 2021. https://www.state.nj.us/treasury/omb/publications/NJ-
Financial-Condition.pdf

5 https://www.cdc.gov/nchs/data/icd/Announcement-New-ICD-code-for-coronavirus-3-18-2020.pdf

5 Discouraged workers are people who have worked or actively looked for work in the past twelve months. However,
they did not actively look for work over the past month and thus are not a part of the labor force. They are considered
discouraged because they felt there were no jobs available to them or they were not qualified for the available jobs.
7 The minimum and maximum forecast lines represent the average quarterly GDP level of the five forecasts with
the lowest Q3 2020 values and the five forecasts with the highest Q3 2020 values, respectively.
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trajectories for real GDP through the first quarter of 2022. The average forecast assumes that real GDP
does not return to pre-COVID-19 levels until the middle of 2022 at the earliest.

U.S. Real GDP Forecasts, 2020-2021
$20,000

$19,500

$19,000

$18,500

S Billions*

$18,000
$17,500

$17,000

—8— Average =—@=—Min Max

*Seasonally adjusted at annual rates. **Actuals.

Note: Real GDP values are calculated based on the annualized quarterly rates of
change reported by each firm included in the WSJ survey.

Source: Wall Street Journal Economic Forecasting Survey, August 2020
(https://www.wsj.com/graphics/econsurvey/); U.S. Bureau of Economic

On average, forecasters expect a steady but slow improvement in the unemployment rate. The following
graph, also using data from the Wall Street Journal’s August 2020 Economic Forecasting Survey,
anticipates the national unemployment rate will remain well above its historic low into 2022.

U.S. Unemployment Rate Forecasts, 2020-2022

15.0%
12.0%
9.0%

6.0%

Unemployment Rate

3.0%

0.0%
Dec-19%*  Jun-20*%* Dec-20 Jun-21 Dec-21 Jun-22 Dec-22

= Average === Minimum Maximum

** Actuals.
Source: Wall Street Journal Economic Forecasting Survey, August 2020

(https://www.wsj.com/graphics/econsurvey/).
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New Jersey Economy

New Jersey faced a substantial initial wave of infections and hospitalizations this past spring, which
severely disrupted the State’s economy and is likely to have caused historic declines. Because of prudent
public health measures implemented in early spring, the State managed to sufficiently “flatten the curve”
enough to ease economic and social restrictions by early June. However, the pandemic and its impact are
not over by any means. As a result, indoor dining and entertainment venues remain closed, while capacity
at retail stores is limited to 50 percent. Similar to the national recovery, New Jersey’s economy has
improved, but economic activity remains below pre-COVID-19 levels.

The New Jersey labor market lost 831,300 jobs in March and April, far surpassing the losses of the
2008-2009 Great Recession. Job growth was strong in both June and July with the State adding a
total of 252,400 jobs. Yet, despite the gains, the State has only recovered approximately two-fifths
of the total jobs lost since the pandemic began, similar to the overall national experience.

The State’s unemployment rate reflects the sharp drop in economic activity. July’s rate of 13.8
percent is an improvement over the peak of 16.8 percent reached in June. However, it is more
than triple March’s rate of 3.8 percent, just prior to the start of the pandemic, or the 3.7 percent
average rate in 2019.

The New Jersey economy still has a long way to go before returning to pre-COVID-19 levels. Payroll
employment remains below February levels by almost 500,000 jobs, while the New Jersey
unemployment rate remains historically high.

Single-family home sales in New Jersey were a combined 19.1 percent lower than a year ago from
March to June, according to data from the New Jersey Realtors. However, the declines were less
than expected due to historically low mortgage rates. New Jersey may also benefit from people
leaving dense urban areas like New York City for more living space in the suburbs as many workers
adjust to working remotely.

The Trade, Transportation, & Utilities sector (retail trade) and Leisure & Hospitality Services sector
(hotels, restaurants, & bars) were especially hard-hit by the pandemic and employment continues
to be depressed in both sectors. The Leisure & Hospitality Services sector has regained only 42.9
percent of the jobs lost in March and April and employment remains below pre-COVID-19 levels
by almost 150,000 jobs.

The effect of the pandemic on an employee’s ability to work from home greatly depends on their
educational background. The Federal Reserve Bank reported® that “sixty-three percent of workers
with at least a bachelor’s degree worked entirely from home.” This figure fell to 20 percent for
those with a high school degree or less.

Initial unemployment insurance claims have fallen markedly since peaking at just over 200,000
claims at the end of April and beginning of May. In early August, initial claims have fallen below
25,000 per week, although that remains well above levels seen prior to the pandemic.

However, continued unemployment insurance claims remain at historically high levels, exceeding 400,000
cases every week since the beginning of April, as shown in the figure, below.

8 https://www.federalreserve.gov/publications/2020-economic-well-being-of-us-households-in-2019-financial-

repercussions-from-COVID-19.htm
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New Jersey Continuing Unemployment Claims
March - August 2020
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Source: Unemployment Insurance Weekly Claims Data, Employment and Training
Administration, U.S. Department of Labor. https://oui.doleta.gov/unemploy/claims.asp

The economic downturn has fallen hardest on lower income families. According to the U.S. Census
Bureau’s Household Pulse Survey, in New Jersey, 65 percent of adults in households with income below
$50,000 reported that their households had experienced a loss of income, relative to 58 percent among
households with income between $50,000 and $150,000 and 37 percent among households with income
over $150,000.

While New Jersey’s economic downturn was unprecedented, the severity could have been greater if not
for the substantial federal stimulus from the Paycheck Protection Program (PPP) loans, taxpayer Economic
Impact Payments (stimulus checks), and expanded unemployment insurance benefits. The following table
lists the total federal support received by New Jersey. These programs, totaling $33.6 billion, have now
expired.

Federal Stimulus PPP Loans Economic Stimulus Ul Benefits

$17.4 billion $6.5 billion $9.7 billion

The GDP and employment data reinforce how dependent economic conditions are on the resolution of
the pandemic. Until businesses can securely open without fear of infections spreading, until people can
feel safe in public interacting with larger groups, and until the virus is contained by health measures and
successful immunizations, the economy cannot begin to fully return to prior levels. As such, the consensus
among the major economic forecasters remains that the economy is unlikely to return to pre-COVID-19
levels until sometime in 2022. The underlying assumptions behind the revenue forecasts in this report are
in line with this forecasting consensus, and the expectation that a return to pre-COVID-19 fiscal conditions
will not occur during FY 2021.
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UPDATED STATE REVENUES AND FORECASTS

The following table displays the August 2020 revised revenue forecasts in the traditional 12-month fiscal
year format. Such a display provides a baseline consistent with the FY 2021 GBM, and allows for easier
comparisons with prior and future fiscal years. The breakdown of FY 2021 forecasts between the three-
month extended FY 2020 period and the nine-month FY 2021 period, along with the Governor’s FY 2021
tax policy proposals, will be displayed later in this report.

FY 2020 and FY 2021 Revenue Forecast Summary (Traditional 12-Month Periods)
Millions of Dollars
FY20 Revised FY 2020 Change FY21 Revised FY 2021 Change
FY 2020 GBM FY20 May 22 August 25 Aug25vs GBM| FY 2021 GBM FY21 May 22 August 25 Aug 25 vs GBM
Gross Income Tax $16,801.5 $15,890.6 $16,193.7 -$607.8 $17,795.3 $13,840.4 $14,525.6 -$3,269.7
Sales Tax $10,406.5 $9,276.0 $9,772.1 -$634.4 $10,774.0 $9,246.5 $9,794.1 -$979.9
Corporation Business Tax $3,897.0 $3,445.1 $3,864.9 -$32.1 $3,831.0 $2,603.3 $2,861.6 -$969.4
Other Revenues

Energy Tax Receipts - Sales Tax $788.5 $788.5 $788.5 $0.0| $788.5 $788.5 $788.5 $0.0
Sales Energy $50.5 $23.7 $11.6 -$38.9 $50.5 $50.5 $11.6 -$38.9
Sales Tax Dedication -$824.6 -$738.0 -$773.8 $50.8 -$852.3 -$737.1 -$777.0 $75.3
CBT-Energy $22.0 $4.7 $3.7 -$18.3 $22.0 $6.5 $3.8 -$18.2
Motor Fuels Tax $485.0 $419.6 $435.5 -$49.5 $470.5 $399.5 $440.2 -$30.3
Motor Vehicle Fees $465.6 $404.7 $404.7 -$60.9 $463.5 $515.3 $515.6 $52.1
Transfer Inheritance Tax $389.5 $358.4 $355.8 -$33.7 $403.0 $359.0 $358.7 -$44.3
Estate Tax $25.5 $22.0 $28.6 $3.1 $10.0 $10.0 $10.0 $0.0
Casino Revenue $290.7 $262.8 $261.3 -$29.4 $308.9 $296.5 $259.6 -$49.3
Insurance Premiums Tax $557.5 $654.7 $634.2 $76.7 $557.5 $543.5 $555.0 -$2.5
Cigarette Tax $71.1 $81.2 $74.9 $3.8 $257.5 $53.6 $49.9 -$207.6
Petroleum Products Gross Receipts Tax $1,460.0 $1,291.0 $1,345.2 -$114.8 $1,422.5 $1,219.5 $1,283.6 -$138.9
PPGRT Capital Reserve -§725.5 -$491.1 -$580.5 $145.0 -$619.6 -$345.6 -$440.2 $179.4
CBT Banks & Financial Institutions $305.5 $264.5 $300.6 -$4.9 $175.5 $119.7 $160.0 -$15.5
Alcoholic Beverage Excise Tax $114.5 $105.0 $122.0 $7.5 $117.0 $107.0 $120.2 $3.2
Realty Transfer Tax $387.0 $326.4 $364.7 -$22.3 $398.5 $264.0 $361.4 -$37.1
Tobacco Products Wholesale Tax $31.6 $29.7 $27.8 -$3.8 $33.6 $31.1 $25.2 -$8.4
Public Utility Excise Tax $28.0 $28.2 $18.0 -$10.0 $29.5 $29.0 $18.7 -$10.8
Opioid Assessment $0.0 $0.0 $0.0 $0.0 $20.0 $0.0 $0.0 -$20.0
Franchise & Gross Receipts Tax $123.0 $123.0 $136.6 $13.6 $125.5 $125.5 $140.0 $14.5
Real Assessment on Prop. >$1.0 M $139.0 $124.5 $132.2 -$6.8 $143.0 $130.0 $131.3 -$11.7
Hotel / Motel Occupancy Tax $120.0 $86.3 $85.2 -$34.8 $124.0 $76.8 $80.2 -$43.8
Ride Share $36.0 $30.0 $30.7 -$5.3 $38.0 $24.0 $14.4 -$23.6
Sports Betting (GF Share) $18.2 $19.1 $19.7 $1.5 $19.2 $24.5 $23.0 $3.8
Other Miscellanous Taxes & Fees $3,525.5 $3,408.9 $3,475.0 -$50.5 $3,742.9 $3,604.4 $3,686.5 -$56.4
Interfund Transfers $476.0 $493.7 $493.7 $17.7 $512.0 $568.6 $526.7 $14.7
Other Revenues Total $8,360.1 $8,121.4 $8,195.9 -$164.2 $8,761.2 $8,264.3 $8,347.0 -$414.2
Total Budget Revenues $39,465.1 $36,733.2 $38,026.6 -$1,438.5 $41,161.5 $33,954.5 $35,528.3 -$5,633.2

These numbers are estimates and subject to change. 12-Month display is used for ease of comparison with GBM and prior fiscal years. Excludes August policy proposals.
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FY 2020 Revenues (Traditional 12-Month): The economic downturn under the COVID-19 pandemic
substantially reduced State revenue collections during the last quarter of FY 2020. Total budgeted
revenues are projected to be $38.027 billion, $1.439 billion less than projected in the original FY 2021
Governor’s Budget Message (GBM) produced in February.® These FY 2020 figures are almost complete,
pending the routine end-of-year accounting review. Of particular note are the following tax revenue
sources:

e Gross Income Tax (GIT) collections are projected to end FY 2020 at $16.194 billion, $607.8 million
below the GBM forecast, but $303.1 million higher than the May 22nd preliminary forecast.

0 Employer withholding was down an average of 3.1 percent over the past four months, in
contrast to the 5.3 percent growth prior to the pandemic’s impact. The concentration of
job losses among low wage employees, and the boost from the federal Paycheck
Protection Program (PPP) loans, effectively restrained the decline in withholding
revenues despite historically high unemployment rates.

0 Final payments declined 7.0 percent and estimated payments declined 19.6 percent over
the last four months, in stark contrast to strong rates of growth prior to the pandemic.

e Corporation Business Tax (CBT) collections are projected to end FY 2020 at $3.865 billion, $32.1
million below the GBM forecast, but $419.8 million higher than the May 22nd preliminary
forecast.

0 Refunds collapsed in the spring and are expected to end roughly $250 million below
target, boosting net CBT collections.

0 Final payments (-16.7 percent) and estimated payments (-29.5 percent) both declined
substantially over the last four months.

e Sales & Use Tax (S&U) collections are projected to end FY 2020 at $9.772 billion, $634.4 million
below the GBM forecast, but $496.1 million higher than the May 22nd preliminary forecast

0 The Sales Tax was hard-hit by the business restrictions necessitated by the COVID-19
pandemic. Collections declined by an average of 18.7 percent year-over-year for the
period of April to June, in sharp contrast to the fiscal year-to-date growth rate of 5.0
percent through the end of March.

0 Sales Tax declines began to moderate, as a result of the gradual economic re-opening
beginning in May and, importantly, from the significant federal stimulus that came in the
form of taxpayer incentive payments and expanded unemployment benefits.

0 Notably, tax collections from online marketplaces averaged nearly $45.0 million per
month recently, adding nearly three percentage points of growth during this time.

e Realty Transfer Fee collections are projected to end FY 2020 at $364.7 million, $22.3 million below
the GBM forecast, but $38.3 million higher than the May 22nd preliminary forecast.

O Realty Fee collections fell 16.3 percent during the last four months, compared to the same
months last year.

0 Yet, the depth of the realty market decline was somewhat moderated by historically low
interest rates and by indications that some people in densely populated urban areas may
be seeking lower density suburban housing as a result of the pandemic.

% The August total revenue forecast for FY 2020 is $1.293 billion higher than the May 22nd preliminary forecast.

August 25, 2020 22



State of New Jersey Revised FY 2021 Budget Proposal

FY 2021 Revenues (Traditional 12-Month): Baseline budget revenue collections are projected to total
$35.528 billion in FY 2021, $5.633 billion lower than the GBM forecast.'® In general, key revenue trends
seen during recent months are expected to continue into the fall and influence important taxpayer
payments into the spring. The allocation of the FY 2021 forecast between the three-month extended FY

2020 and the nine-month FY 2021, including the Governor’s tax policy proposals, will be displayed later in
this report.

Gross Income Tax collections are projected to total $14.526 billion in FY 2021, $3.270 billion lower
than the GBM forecast, but the forecast is $685.2 million above the May 22nd preliminary
forecast.

0 Estimated payments this past spring were nearly 20.0 percent lower year-over-year, and
this trend is projected to continue in the fall and carry-over into next spring’s final
payments.

0 Employer withholding is forecasted to be 3.0 percent lower year-over-year as high
unemployment and certain business restrictions are expected to continue.

Corporation Business Tax collections are projected to reach $2.862 billion in FY 2021, $969.4
million below the GBM forecast, but the forecast is $258.3 million higher than the May 22nd
preliminary forecast.

0 Firms reduced their estimated payments by almost 30.0 percent during the spring. The
forecast assumes this trend continues with estimated payments in the fall and with final
payments next spring.

Sales and Use Tax collections are projected to total $9.794 billion in FY 2021, $979.9 million less
than the GBM forecast, but $547.6 million more than the May 22nd preliminary forecast.

0 Consumer spending, while boosted by strong sales at online marketplaces, is projected to
remain below pre-COVID-19 levels in the face of continued restrictions on business
activity.

0 The end of the spring federal stimulus and its uncertain future will temper spending in FY
2021. In addition, certain one-time consumer spending to prepare for the lockdown will
not be repeated.

0 Asaresult, the Sales Tax is not expected to return to pre-COVID-19 levels in FY 2021. The
Sales Tax is projected to decline in the first half of the fiscal year, while collections next
spring will grow sharply over the lockdown period.

Realty Transfer Fee collections are projected to be $361.4 million, $37.1 million below the GBM
forecast, but $97.4 million higher than the May 22nd preliminary forecast.

0 Since Realty Fee collections fell 16.3 percent between April and July, compared to the
same four months last year, the declines are expected to continue in the coming months.
Some growth will return in 2021, but off a weakened base.

0 Potential homebuyers may have trouble getting approved for mortgages based on reports
that lenders are tightening lending standards and reducing the amount of credit available
for mortgages and other loans.

10 This FY 2021 total forecast is $1.574 billion higher than the May 22nd preliminary forecast.
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FY 2021 REVENUE DETAIL (Allocated for Three month/Nine month Split)

The following table displays the traditional twelve-month FY 2021 revenue forecasts allocated into the
three-month extended FY 2020 period and the nine-month FY 2021 period, pursuant to State law. In
addition, the table includes the Governor’s FY 2021 tax policy proposals, which impact the nine-month

period.

Gross Income Tax
Sales Tax

Corporation Business Tax

Other Revenues

Energy Tax Receipts - Sales Tax

Sales Energy

Sales Tax Dedication

CBT-Energy

Motor Fuels Tax

Motor Vehicle Fees

Transfer Inheritance Tax

Estate Tax

Casino Revenue

Insurance Premiums Tax

Cigarette Tax

Petroleum Products Gross Receipts
PPGRT Capital Reserve

CBT Banks & Financial Institutions

Alcoholic Beverage Excise Tax

Realty Transfer Tax

Tobacco Products Wholesale Tax

Public Utility Excise Tax

Opioid Assessment

Franchise & Gross Receipts Tax

Real Assessment on Prop. > $1.0 M

Hotel / Motel Occupancy Tax

Ride Share

Sports Betting (GF Share)

Other Miscellanous Taxes & Fees

Interfund Transfers
Other Revenues Total

Total Budget Revenues

FY 2021 Revenue Recast for 3-Month Extended FY 2020 and 9-Month FY 2021

FY 2021 GBM

$17,795.3
$10,774.0

$3,831.0

$788.5
$50.5
-$852.3
$22.0
$470.5
$463.5
$403.0
$10.0
$308.9
$557.5
$257.5
Tax $1,422.5
-$619.6
$175.5
$117.0
$398.5
$33.6
$29.5
$20.0
$125.5
$143.0
$124.0
$38.0
$19.2
$3,742.9
$512.0

$8,761.2

$41,161.5

Millions of Dollars

FY21 Revised

August 25

$14,525.6
$9,794.1

$2,861.6

$788.5
$11.6
-$777.0
$3.8
$440.2
$515.6
$358.7
$10.0
$259.6
$555.0
$49.9
$1,283.6
-$440.2
$160.0
$120.2
$361.4
$25.2
$18.7
$0.0
$140.0
$131.3
$80.2
$14.4
$23.0
$3,686.5
$526.7

$8,347.0

$35,528.3

9 Months Total

3 Months for FY20 9 Months for FY21 FY21 Policy FY21
$2,620.5 $11,905.1 $465.0 $12,370.1
$2,534.5 $7,259.6 $20.0 $7,279.6

$674.7 $2,186.9 $213.0 $2,399.9
$0.0 $788.5 $788.5
$0.0 $11.6 $11.6
-$188.8 -$588.2 -$588.2
$0.2 $3.6 $3.6
$112.0 $328.2 $328.2
$167.7 $347.9 $347.9
$87.6 $271.1 $271.1
$3.0 $7.0 $7.0
$59.3 $200.3 $200.3
$0.0 $555.0 $555.0
$0.5 $49.4 $143.1 $192.5
$316.4 $967.2 $967.2
-$62.9 -$377.3 -$377.3
$40.0 $120.0 $120.0
$18.8 $101.4 $101.4
$91.0 $270.4 $270.4
$2.6 $22.6 $22.6
$0.0 $18.7 $18.7
$0.0 $0.0 $15.0 $15.0
$46.8 $93.2 $93.2
$38.2 $93.1 $93.1
$25.7 $54.5 $54.5
$3.6 $10.8 $10.8
$4.8 $18.2 $18.2
$830.0 $2,856.5 $7.0 $2,863.5
$274.8 $251.9 $251.9
$1,871.3 $6,475.7 $165.1 $6,640.7
$7,701.0 $27,827.3 $863.1 $28,690.3

These numbers are estimates and subject to change. Displays 3-month and 9-month allocations plus August policy proposals.
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Tax Policy Proposals

In order to curtail painful budget cuts, limit the size of emergency borrowing, and improve tax equity in
New Jersey, the Governor is proposing a selection of tax policy changes beginning with the nine-month
FY 2021 fiscal period. The tax policy proposals total $1.019 billion, displayed as an estimated $863.1
million of increased revenues and $155.6 million in reduced appropriations for that period.

o Expanded Millionaires Tax: The 10.75 percent marginal tax rate currently imposed onincome
over S5 million would be imposed starting at $1.0 million in taxable income. Effective
beginning in Tax Year 2020, this proposal is expected to raise $390.0 million in FY 2021.

o Tax Millionaires Qualified Business Income (QBI): A 5.0 percent surcharge would be applied
to certain federally qualified business income for individuals with income greater than $1.0
million, effective beginning with Tax Year 2021. This restores a measure of equity following
the substantial federal tax cuts instituted in 2017 that disproportionately benefited higher
income earners. Initially this will raise an estimated $75 million in the spring of FY 2021.

o Extend the 2.5 percent CBT Surtax: The 2.5 percent surtax rate dropped to 1.5 percent in
January 2020, reducing FY 2020 and FY 2021 tax revenues. Restoring the 2.5 percent rate for
Tax Years 2020 and 2021 and beyond would yield an estimated $210 million during FY 2021.

¢ Increase the Cigarette Tax to $4.35 per pack: This tax would yield an estimated $143.1 million
for eight months of FY 2021. New Jersey’s tax rate would match that of neighboring New York
and Connecticut, but would be below the combined state and municipal rate in New York City.

e Increase HMO Assessment to 5.0 percent: This proposal would increase the current annual
assessment on net written premiums of HMOs from three percent to five percent and raise
an estimated $102.7 million in FY 2021.

e State Health Insurer Assessment: The Governor signed legislation in July to create the New
Jersey Health Insurer Assessment, which sets the rate at 2.5 percent of net written premiums
and will support the State’s reinsurance program and state-level subsidies in FY 2021.

e Opioid Assessment: This proposal would raise an estimated $15 million in FY 2021 by
increasing registration fees and penalties and levying new assessments on opioid drug
manufacturers and wholesalers.

o Restore Sales and Use Tax on Limousine Services: Currently these services are not subject
to New Jersey Sales Tax. This proposal would raise an estimated $13.0 million over eight
months of FY 2021.

e Undo the Exemption and Cap on Sales and Use Tax for New and Used Boats: Currently, boat
sales are provided a 50 percent Sales Tax exemption and the total tax is capped at 520,000
per sale. The restoration of the full Sales Tax and elimination of the cap would yield an
estimated $7.0 million over eight months of FY 2021.

e Firearms and Ammunition Taxes and Fees: These proposals to raise firearm fees, many of
which have not been updated since 1966, and implementing excise taxes on firearms and
ammunition, is estimated to raise $6.3 million over an eight month period in FY 2021.
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APPENDIX:
SELECT BUDGET TABLES
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OCTOBER - JUNE SOLUTIONS
(In Thousands)

Borrowing Pursuant to P.L.2020, c.60 $4,000,000

Revenue Enhancements

August 25, 2020

Millionaires Tax $390,000
Extend 2.5% CBT Surtax $210,000
Increase Cigarette Tax (Net of 1% Anti-Smoking Dedication) $143,055
Increase HMO Premium Fee to 5% $102,676
Tax Millionaires' Qualified Business Income (QBI) $75,000
State Health Insurer Assessment $53,000
Opioid Assessment $15,000
Restore Sales Tax on Limousines $13,000
Undo Boats Exemption & Cap $7,000
Firearms Fee Increase and Excise Tax on Firearms & Ammunition $6,300
Neighborhood Revitalization Tax Credit $3,000
NJ DNA Forensic Lab Fund - Fee Increase $700
Subtotal, Revenue Enhancements $1,018,731
Departmental Reductions
Children & Families
School Linked Services $11,917
Salary Savings $10,000
Family Support Services - Child Protection & Permanency $9,581
Extension of Enhanced Federal Match due to COVID Emergency $5,941
Purchase of Social Services S5,258
Child Collaborative Mental Health Care Pilot $3,000
Keeping Families Together $4,955
Child Advocacy Center Multidisciplinary Team Fund $4,500
Child Health Units $4,300
Overtime Savings $3,000
Peer Recovery Support Services $1,230
Foster Care and Permanency Initiative $1,008
Substance Use Disorder Services 5842
Independent Living and Shelter Care $345
NJ Partnership for Public Child Welfare $341
Out of Home Placements - Child Protection & Permanency S124
Subtotal, Children & Families $66,342
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Community Affairs
Offset State Rental Assistance Program with Affordable Housing Trust Fund
Offset General Expenditures with Affordable Housing Trust Fund
Shared Services and School District Consolidation
Lead-Safe Home Renovation Program
Offset Prevention of Homelessness with Affordable Housing Trust Fund
Offset Shelter Assistance Program with Affordable Housing Trust Fund
Main St. New Jersey Grant Program

Subtotal, Community Affairs

Corrections/Parole
Purchase of Community Services (Halfway Houses)
Population Management
Workforce Realignment
Inmate Healthcare Reduction
Parole - Grants In Aid Trend
Utilization of SCAAP Funding to Offset Operational Needs
Delay of Pending Opioid Initiatives
Parole Special Purpose Reductions
Subtotal, Corrections/Parole

Education
School Construction & Renovation Fund - Reduced Debt Service Need
K-12 Computer Science Initiative
Salary Surplus
Operational Efficiencies
STEM Dual Enrollment & Early College High Schools
Subtotal, Education

Environmental Protection

Offset Parks Management with State Recycling Trust Fund

Offset Parks Management with the Clean Communities Trust Fund

Reduce Funded Vacancies in Low Priority Programs

Public Facility Programming

Operational Efficiencies

Overtime Costs

Harmful Algal Blooms Hiring Deferment

Substitute Federal Resource Conservation and Recovery Act Grant Funds
Subtotal, Environmental Protection

Health
10% Charity Care and Graduate Medical Education Reduction (State Impact)

August 25, 2020

$13,875
$10,000
$7,000
$5,000
$4,360
$2,300
$500
$43,035

$26,074
$20,000
$3,153
$3,000
$2,600
$2,200
$1,825
$350

$3,000
$1,200
$700
$308
$250
$5,458

$12,000
$10,000
$1,885
$760
$195
$195
$130
$130
$25,295

$19,160

$59,202
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Extension of Enhanced Federal Match due to COVID Emergency $8,855
Early Intervention Program $7,000
Cancer Institute of NJ $1,050
Syringe Access (Opioid Initiative) $1,000
Maternal, Child and Chronic Health Services Reduction $589
Cancer Screening - Early Detection and Education Program $306
Implementation of Comprehensive Cancer Control Program $200
Subtotal, Health $38,160

Human Services - Medicaid

Managed Care Risk Corridor Savings $157,500
Extension of Enhanced Federal Match due to COVID Emergency $148,835
MLTSS Blended Rate Recalculation $22,500
Medicaid Transportation Reduced Utilization $7,300
Subtotal, Medicaid $336,135
Human Services - Developmental Disabilities
Extension of Enhanced Federal Match due to COVID Emergency $31,681
Eliminate 5% Day Program Rate Increase for Uncompensated Absences $10,000
Direct State Services Reduction $800
Subtotal, Developmental Disabilities $42,481

Human Services - Mental Health & Addictions

Contract Ceilings for Diversion Beds Contracts $21,494
Replace Opioid Initiative Funding with Federal Grant $13,462
Contract Ceilings Psychiatric Emergency Services Contracts $6,000
Extension of Enhanced Federal Match due to COVID Emergency $4,799
Medicaid Match for Drug Court Treatment Services $2,000
Medication Assisted Treatment Initiative Surplus $1,600
Early Intervention Support Services $385
Training Contracts $250
Subtotal, Mental Health & Addictions $49,990
Human Services - Family Development
Child Care - Shift to Non-State Resources $30,400
Behavioral Health Initiatives $1,000
Subtotal, Family Development $31,400

Human Services - Aging Services

Pharmaceutical Assistance to the Aged and Disabled Trend and Eligibility $9,000
Elder Index Funding $200
Subtotal, Aging Services $9,200

Human Services - Other
Defer Non-Critical IT Investments $2,200
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Subtotal, Human Services Other

Labor Proper
Opioid Funding -Temporarily Offset with Federal Funding
WorkFirst NJ

Subtotal, Labor Proper

Civil Service Commission
Contract Reductions
Subtotal, Civil Service Commission

Law & Public Safety
New Jersey Racing Commission - Horse Racing Subsidies
Motor Vehicle Registration Surcharge - Fee Increase
Delay 162nd State Police Recruit Class
Travel Moratorium
Atlantic City Tourism - Program Elimination

Subtotal, Law & Public Safety

Law & Public Safety - Juvenile Justice Commission
Operational Costs Deferrals
Restructuring and Salary Reductions

Subtotal, Law & Public Safety - Juvenile Justice Commission

Law & Public Safety - Other
Nonprofit Security Grant Pilot Program - Shift to Federal Funds (Homeland)
Reduction to Gubernatorial Elections Fund Financing Reimbursement (ELEC)
Subtotal, Law & Public Safety - Other

Military & Veterans Affairs

Overtime Reductions

Operational Efficiencies

Delay the NJ Youth ChalleNGe Program

Additional Dining Revenue at Sea Girt

Sea Girt National Guard Beach Parking Pass Revenue
Subtotal, Military & Veterans

Department of State
Transfer Funds from NJ Cultural Trust Fund to General Fund
Business Marketing Initiative
Business Action Center - Attrition and Reduced Operating Expenses
Office of the Secretary -Attrition and Reduced Operating Expenses
Subtotal, State

Higher Education
County College Operational Costs

August 25, 2020

$2,200

$5,000

$6,000

$1,520

$20,000
$5,080
$1,500
$500
$217
$27,297

$4,270

$6,886

$1,597
$666
$2,263

$3,000
$1,627
$750
S79
$54
$5,510

$4,100
$1,000
$312
$144
$5,556

$25,000

$1,000

$1,520

$2,616
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University Hospital Reduce State-Funded Employees

County College Operational Costs - Shift to Supplemental Workforce Fund

School of Biomedical and Health Sciences
Opportunity Meets Innovation Challenge
Community College Opportunity Grant
Chapter 12 - Reduced Debt Service Need
Center on Gun Violence Research
School of Osteopathic Medicine
Aid to Independent Colleges
NJ Civic Information Consortium
Child Health Institute

Subtotal, Higher Education

Transportation
Operational Efficiencies
Salary Surplus

Subtotal, Transportation

Motor Vehicle Commission
Diversion to General Fund
Subtotal, Motor Vehicle Commission

NJ Transit
Operating Subsidy
Subtotal, NJ Transit

Treasury
Operational Efficiencies - Various Divisions
Cannabis Regulatory Commission - Shift to Dedicated Resources
Central Motor Pool Fleet Reduction

Subtotal, Treasury

Treasury - Other
Transfer Clean Energy Fund Surplus (BPU)
Economic Development Authority Diversion
Economic Redevelopment and Growth Grants - Triple Five Funding
Defer Next Generation 9-1-1 (OIT)
Brownfields - Shift Funding to Hazardous Discharge Remediation CBT
Reduced Line of Credit Costs (OIT)
NJCFS & Payroll System Modernization
Non-Salary Operating Reductions (OSC)
Non-Salary Operating Reductions (OAL)
Subtotal, Treasury - Other

Employee Benefits

August 25, 2020

$9,700
$7,034
$5,242
$5,000
$5,000
$2,078
$1,500
$1,133
$950
$500
$85

$955
$750
$1,705

$5,000

$71,320

$2,906
$857
$756
$4,519

$40,000
$10,000
$28,729
$13,000
$6,065
$4,000
$3,400
$270
$35

$63,222

$5,000

$71,320

$105,499
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Coronavirus Relief Fund for Eligible Public Safety & Direct Care Salaries

Coronavirus Relief Fund for Eligible Health Benefits Expenses

Health Benefits Savings - Livongo & Expansion of Step Therapy
Subtotal, Employee Benefits

Interdepartmental
Energy Efficiency Projects - Replace with Other Resources
Property Insurance Premium Reduction

Subtotal, Interdepartmental - Other

Subtotal, Departmental Reductions

GRAND TOTAL, SOLUTIONS

August 25, 2020

$115,000
$99,200

$225,875

$3,750
$500
$4,250

$11,675

$1,245,320

$6,264,051
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9 MONTH GOVERNOR'S PROPOSED BUDGET
AS OF AUGUST 25, 2020
(in thousands)

FY20 Adj Proposed 9 Total 12

Approp *  FY21 GBM Rec Final 3 Month Month Month
Legislature
Salaries and Wages 64,808 63,808 15,953 47,855 63,808
Non-Salary Operating 8,662 8,527 3,256 6,394 9,650
Affirmative Action and Equal Employment Opportunity 29 29 - 29 29
Broadcast Technology Improvements 350 - - - -
Continuation and Expansion of Data Processing Systems - - 1,726 - 1,726
Eastern Trade Council - The Council of State Governments 31 31 - 31 31
Expenses of Commission 15,673 15,673 3,919 11,754 15,673
Henry J. Raimondo Legislative Fellows Program 69 69 - 69 69
National Conference of State Legislatures 184 184 - 184 184
National Foundation for Women Legislators 40 40 - 40 40
Senator Wynona Lipman Chair in Women's Political Leadership, Eagleton 100 100 - 100 100
State House Express Civics Education Program 30 30 - 30 30
The Council of State Governments 345 145 - 145 145
Subtotal, Legislature 90,321 88,636 24,854 66,631 91,485
Chief Executive
Salaries and Wages 6,224 6,224 1,556 4,668 6,224
Non-Salary Operating 532 532 126 399 525
Allowance to the Governor - Funds Not Otherwise Appropriated for Official 95 95 - 95 95
Brian Stack Intern Program 10 10 - 10 10
Education Commission of the States 125 125 - 125 125
National Conference of Commissioners On Uniform State Laws 65 65 - 65 65
National Governors' Association 185 185 - 185 185
Subtotal, Chief Executive 7,236 7,236 1,682 5,547 7,229
Agriculture
Salaries and Wages 5,324 5,324 1,331 3,993 5,324
Non-Salary Operating 536 536 129 400 529
Agricultural Right to Farm Program 85 85 19 64 83
Community Food Bank of New Jersey 7,000 7,000 - 5,250 5,250
Hunger Initiative/Food Assistance Program 6,818 6,818 - 5,113 5,113
Hunters Helping the Hungry 100 - - - -
Jersey Fresh Program 100 100 - 100 100
New Jersey Hemp Farming Fund 500 275 69 206 275
Nourishing Young Minds Fund (P.L.2017, c.132) 250 - - - -
Payments in Lieu of Taxes 3 3 1 2 3
Preserve New Jersey Farmland Preservation Fund - Constitutional Dedication 58,486 - - - -
Promotion/Market Development 50 50 12 37 49
School Breakfast and Lunch State Aid (P.L.2019, c.445) - 4,500 - - -
School Lunch Aid - State Aid Grants 5,613 5,613 1,403 4,210 5,613
South Jersey Food Bank 1,000 1,000 - 750 750
The Emergency Food Assistance Program 343 343 - 343 343
Subtotal, Agriculture 86,208 31,647 2,964 20,468 23,432
Banking & Insurance
Salaries and Wages 42,720 42,720 10,682 32,038 42,720
Non-Salary Operating 7,930 7,930 1,985 5,945 7,930
Actuarial Services 318 318 80 238 318
Insurance Fraud Prosecution Services 12,896 12,896 - 12,896 12,896
New Jersey Reinsurance Program 50,000 - - - -
Rate Counsel - Insurance 149 149 37 112 149
Subtotal, Banking & Insurance 114,013 64,013 12,784 51,229 64,013
Children & Families
Salaries and Wages 249,877 249,877 62,472 174,405 236,877
Non-Salary Operating 31,207 31,207 9,437 21,273 30,710
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FY20 Adj Proposed 9 Total 12

Approp *  FY21 GBM Rec Final 3 Month Month Month
Care Management Organizations 66,623 69,679 14,098 54,159 68,257
Child Abuse Prevention 12,324 12,324 3,081 9,243 12,324
Child Advocacy Center - Multidisciplinary Team Fund 5,000 5,000 - 500 500
Child Collaborative Mental Health Care Pilot Program 5,000 5,000 - 2,000 2,000
Child Health Units 15,758 15,758 - 11,458 11,458
Contracted Systems Administrator 9,519 9,519 2,380 7,139 9,519
Court Appointed Special Advocates 2,500 2,500 - 2,500 2,500
Early Childhood Services 4,720 5,935 1,564 4,371 5,935
Family Support Services 131,039 138,838 35,761 89,839 125,600
Foster Care 64,305 50,513 12,628 36,467 49,095
Foster Care and Permanency Initiative 7,558 7,829 1,957 4,864 6,821
Independent Living and Shelter Care 15,596 14,655 3,664 10,168 13,832
Information Technology 1,524 1,524 - 1,524 1,524
Intensive In-Home Behavioral Assistance 79,598 73,623 19,825 61,934 81,759
Keeping Families Together (Opioids) 20,670 20,670 5,168 10,547 15,715
Latino Action Network Hispanic Women's Resource Center 750 750 - 750 750
Mental Health Association of Essex and Morris, Inc - Riskin Children's Center 150 150 - 150 150
Mobile Response 29,537 31,532 7,628 23,570 31,198
New Jersey Homeless Youth Act 1,556 1,612 363 1,209 1,572
NJ Partnership for Public Child Welfare 3,500 3,500 875 2,284 3,159
Nurse Family Partnership 500 500 - 500 500
Out-of-Home Placements 12,026 7,765 2,993 4,138 7,131
Out-of-Home Treatment Services 139,821 174,162 31,865 139,578 171,443
Outpatient 11,039 11,435 2,899 8,536 11,435
Peer Recovery Support Services (Opioids) 4,600 4,600 1,150 2,220 3,370
Project S.A.R.A.H 150 150 - 150 150
Purchase of Social Services 48,664 54,333 19,275 27,658 46,933
Safety and Permanency in the Courts 15,045 15,045 - 15,045 15,045
Safety and Security Services 3,775 3,775 - 3,775 3,775
School Linked Services Program 15,291 16,886 4,969 - 4,969
Sexual Violence Prevention and Intervention Services 3,300 4,447 888 3,460 4,348
State Children's Health Insurance Program - Care Management Organizations 2,000 2,230 558 1,672 2,230
State Children's Health Insurance Program - In-Home Behavioral Assistance 2,600 2,899 725 2,174 2,899
State Children's Health Insurance Program - Mobile Response 1,000 1,115 279 836 1,115
State Children's Health Insurance Program - Out-of-Home Treatment 4,000 4,460 1,115 3,345 4,460
Subsidized Adoption 153,492 156,667 29,167 126,719 155,886
Substance Use Disorder Services 10,024 10,384 3,910 5,632 9,542
Women's Services 19,736 21,491 4,386 16,618 21,004
Wynona M. Lipman Child Advocacy Center, Essex County 537 556 - 556 556
Youth Incentive Program 1,778 5,763 1,511 4,252 5,763
Subtotal, Children & Families 1,207,689 1,250,658 286,591 897,218 1,183,809
Community Affairs
Salaries and Wages 38,850 38,850 9,002 29,848 38,850
Non-Salary Operating 1,241 1,141 284 851 1,135
Addressing Racial Bias Initiative - 200 - - -
Affordable Housing 1,805 1,805 452 1,353 1,805
Anti-Discrimination Training - 200 - - -
Anti-violence Out-of-School Youth Summer Program-Newark, Trenton, Paterson 4,000 4,000 - 4,000 4,000
Bayshore Senior Center, Keansburg 75 - - - -
Belleville Township Recreation Program 125 - - - -
Bergen Family Center - Teen Center 120 - - - -
Bergenfield Borough Pedestrian Safety Improvements 50 - - - -
Big Brothers and Big Sisters State Association 1,000 1,000 - 1,000 1,000
Boys and Girls Clubs of New Jersey - At Risk Youth 300 345 - 345 345
Camden Coalition of Health Care Providers Housing First Pilot Program 500 500 - 500 500
City of Newark - Mayor's Brick City Peace Collective 250 1,000 - 750 750
Consolidated Municipal Property Tax Relief Aid 646,669 646,669 298,573 348,096 646,669
Consolidation Implementation 1 1 - 1 1
Cooperative Housing Inspection 919 919 230 689 919
County Prosecutors and Officials Salary Increase (P.L.2007, c.350) 2,386 2,386 - 2,386 2,386
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East Brunswick Senior Center

Ewing Township - Roadway Improvements

Fair Lawn Borough Pedestrian Safety Improvements

First Tee Program - County of Essex

Franklin Township (Somerset) Stream Restoration

Garden to Nurture Human Understanding, Teaneck

Government Records Council

Hamilton Township (Mercer) Fire District Consolidation

Hudson County Housing First Pilot Program

Hudson County Reentry Pilot Program

Interfaith Neighbors, Asbury Park - Meals on Wheels
International Youth Organization

Irvington Township - Camp Irvington Repair and Redevelopment
Jewish Federation of Greater MetroWest - Community-Based Anti-Hate Initiative
Joseph's House, Camden

Lead-Safe Home Renovation Pilot Program

Little Ferry Borough - Traffic Study

Local Assistance Bureau

Local Fire Fighters' Training

Local Planning Services

Local Recreational Improvement Grants

Main Street New Jersey

Monmouth County SPCA

Monmouth Ocean Foundation for Children School

Morris Canal Park, Jersey City

Neighborhood Preservation (P.L.1975, c.248 and c.249)

New Jersey Hall of Fame Foundation

New Jersey Re-entry Corporation - One-Stop Offender Re-entry Services
Newark Alliance - N2020 Hire Goal Program

Newark Museum

Newark Public Library - Newark City of Learning Collaborative

NJ Community Development Corporation Youth Center Project, Paterson
NJSHARES - S.M.A.R.T. Program

Office of Homelessness Prevention

Open Space Payments in Lieu of Taxes

Perth Amboy Green Infrastructure

Preserve NJ Historic Preservation Projects - Constitutional Dedication
Preserve NJ Historic Preservation Project Database - Constitutional Dedication
Prevention of Homelessness

Recreation for the Handicapped

Repayment of Municipal Contribution to Mass Transit Facility
Roselle Borough Special Needs Improvements

Sayreville Borough - Bailey Park Improvements

Shared Services and School District Consolidation Study and Implementation
Shelter Assistance

South Amboy Intermodal Transit Village

Special Olympics

State Rental Assistance Program

The Community YMCA - YMCA of Western Monmouth: Merger
Transition Professionals Re-Entry Services

Transitional Aid to Localities

Trenton Capital City Aid

Turtle Back Zoo

Uniform Fire Code-Continuing Education

Uniform Fire Code-Local Enforcement Agency Rebates

Volunteer Income Tax Preparation Assistance

Volunteers of America - Re-entry Services

Wealth Disparity Task Force

Weequahic Park Community Center

Woodbridge Acacia Youth Center project

Woodbridge Township - Special Needs Student Education Facility
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FY20 Adj Proposed 9 Total 12
Approp *  FY21 GBM Rec Final 3 Month Month Month

750 - - - -

1,000 - - - -
50 - - - -

- - - 4,000 4,000

1,100 - - - -
85 85 - 85 85

483 483 121 362 483
2,000 - - - -

- 500 - 500 500

- 6,000 - 3,000 3,000

25 25 - 25 25
100 - - - -
3,000 - - - -
40 40 - 40 40
100 100 - 100 100
10,000 10,000 - 5,000 5,000
50 - - - -

200 200 50 150 200

375 375 94 281 375
1,378 1,378 345 1,033 1,378

- 5,000 - 2,500 2,500

500 500 - - -

25 25 - 25 25
25 25 - 25 25

250 - - - -

- 2,500 - - -
2,500 1,500 - 1,500 1,500
6,000 7,000 - 7,000 7,000

750 750 - 750 750

500 500 - 500 500

200 400 - 200 200
2,000 2,000 - 2,000 2,000
1,000 1,000 - 1,000 1,000
3,000 3,000 - 3,000 3,000
6,483 10,000 - 6,483 6,483

250 - - - -

13,903 - - - -

500 - - - -
4,360 6,860 - 4,360 4,360

585 585 - 585 585

- 3,000 - 1,500 1,500
1,000 - - - -

500 - - - -

10,000 10,000 - 3,000 3,000
2,300 2,300 - 2,300 2,300
1,000 - - - -

405 405 - 405 405

18,500 18,500 - 13,875 13,875

25 - - - -
263 263 - 263 263
114,563 114,563 - 114,563 114,563

10,000 10,000 - 10,000 10,000
4,000 - - - -

146 146 37 109 146
8,425 8,425 - 8,425 8,425

- 500 - 250 250
5,000 5,000 - 5,000 5,000

- 200 - - -

- 5,000 - 5,000 5,000

- - - 1,000 1,000
1,500 - - - -
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Subtotal, Community Affairs

Corrections

Salaries and Wages

Non-Salary Operating

Community Resource Center Program (CRC)

Civilly Committed Sexual Offender Program

DOC/DOT Work Details

Edna Mahan Visitation Program

Essex County - County Jail Substance Use Disorder Programs
Essex County - Recidivism Pilot Program

Hepatitis C Testing and Treatment for State Inmates
Incarcerated Veterans Initiative Pilot Program

Inhaled Narcan for Released Inmates (Opioids)

Integrated Information Systems

Medication Assisted Treatment (MAT) Program (Opioids)
Medication-Assisted Treatment (MAT) Expansion (Opioids)
Mid-State Licensed Drug Treatment Program

Mutual Agreement Program - Mental Health Expansion (Opioids)
Mutual Agreement Program (MAP)

Narcan Administration and Training (Opioids)

Narcan Equipment and Training for Staff (Opioids)
Navigators for Released Inmates (Opioids)

Offender Re-entry Program

Parolee Electronic Monitoring Program

Peer Specialist Entry Engagement Program (Opioids)
Purchase of Community Services

Purchase of Service for Inmates Incarcerated In County Penal Facilities
Re-Entry Substance Abuse Program

Satellite-based Monitoring of Sex Offenders

Sex Offender Management Unit

Stages to Enhance Parolee Success Program (STEPS)
Supervision, Surveillance, and Gang Suppression Program
Transitional Housing for Substance Use Disorder (SUD) Treatment (Opioids)
Union County - Inmate Rehabilitation Services

Institutional Control and Supervision

Subtotal, Corrections

Education

Salaries and Wages

Non-Salary Operating

Adjustment Aid

Advanced Placement Exam Fee Waiver

Affordable Care Act Fees

Bridge Loan Interest and Approved Borrowing C