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Honorable Leonard Lance

Senate Chambers

P.O. Box 099

Trenton, New Jersey 08625-0099

Dear Senator Lance:

You have asked for our advice whether certain proceeds' of long texm debt may lawfully
be considered "revenue”for the purpose of "balancing” the budget under Article VIII, Section II,
paragraph 2 of the New Jersey Conpstitution. Further, you have asked if this use of long term debt .
as revenue to arrive at a balanced budget is challenged and the Supreme Court ultimately holds
this use is violative of the Constitution, what is the exposure of the State in terms of a court

remedy.

It is our opinion that the use of a device to securitize revenues from future years to finance
appropriations in the current year is violative both of the balanced budget requirement and the
debt limitation clause of Article VIII, Section II of the Constitution, paras. 2 and 3, Our advice
relies on the need to read both paragraphs together in a manper which is faithful to the revision
made in the 1947 Convention and which seems to have been lost in the case law and legislation
enacted since, Our attempt to set forth that understanding follows with acknowledgement of
contrary case law and legislation as relevant.

! According to the Governor's Budget Message, dated February 24, 2004, the proposed
$26.3 billion budget is balanced in part by revenue enhancements of which $1.52 billion comes
"from the securitization of motor vehicle surcharges and new revenue from a 45 cent increase in
the cigarette tax . . . ." page B-5. These proceeds are cited again at page C-8 of the Message with
some explanation of the motor vehicle surcharges relied on. The $1.52 billion is then included
as anticipated in FY2005 as State revenues in the Department of the Treasury, page C-17.
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The constitution mandates that withdrawals of monies from the State treasury can be
accomplished only by legislative appropriation and that there shall be "one general appropriation
law covering one and the same fiscal year." TIts exact terms in this regpect are:

No money shall be drawn from the State treasury but for
appropriations made by law. All moneys for the support of the
State government and for all other State purposes as far as can be
ascertained or reasonably foreseen, shall be provided for in one
general appropriation law covering one and the same fiscal year;
except that when a change in the fiscal year is made, necessary
provision may be made to effect the transition. No general
appropriation law or other law appropriating money for any State
purpose shall be enacted if the appropriation contained therein,
together with all prior appropriations made for the same fiscal
peridgl, shall exceed the total amount of revenue on hand and
anticipated which will be available to meet such appropriations

* during such fiscal period, as certified by the Governor,

[INJ. Congt. (1947), Art. VIII, Sec, I, para. 2.]

The constitutional requirement of a unitary general
appropriations law covering but a single fiscal year is the center
beam of the state's fiscal structure. It expresses the basic
understanding that fiscal soundness and integrity are the foundations
for proper governmental operations. The constitutional plan for the
expenditure of public revemues for governmental purposes

centralizes and simplifies statc financial affairs, serving to improve

the operations of governmeént, define fiscal commitments, and
clarify official responsibility. [Karcher v. Kean, 97 N.J, 483, 488
(1984), citing City of Camden v. Byme, 82 N.I. 133, 146 (1980)1.

It is this constitutional provision that requires that appropriations be incorporated into a
single balanced budget in which current expenditures of those appropriations must be met by
current revenues.

The payment of an expenditure of a current fiscal year appropriation matched by the
proceeds of State borrowing to be paid from revenue from a future fiscal year would likely be
viewed under our Constitution as an effort . . . to increase state expenditures, which presumably
have already been calculated and included in a unitary budget tbat effectively appropriates
revenues sufficient to meet all such expenditures for the fiscal year, [and] would tend to tilt the







