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June 17, 2004

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 proceeds1 of long term debt may lawfully
be considered "revenue"for the purpose of "balancing" the budget under Article VIH, Section II,
paragraph 2 of the New Jersey Constitution, 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 tutirnately 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 securmze revenues from future years to finance
appropriations in the current year is violative both of the balanced budget requirement and the
debt nmitation clause of Article Yin, Section II of the Constitution, paras. 2 and 3, Our advice
relies on the need to read both paragraphs together in a manner 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.

1 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.


