TAXES, TAXES AND MORE TAXES

The Issue

Since the Democrats’ takeover of State government in 2002, there has been a shift away from matching spending to recurring revenue and toward raising revenue to meet an ever-increasing level of spending.  To pay for spending that has increased by $11 billion since the end of Fiscal Year 2002, the Democrat-controlled Legislature has passed 101 tax increases, raising annual revenue by approximately $6.3 billion (excluding changes to programs impacting local taxes and direct property-tax relief; see the Property Taxes issue paper) and taking a cumulative $12 billion from taxpayer pockets. .This contrasts sharply with the ten-year period between 1992 and 2002 when the Republican-controlled Legislature reduced the tax burden of New Jersey residents no less than 62 times ( including a 30% reduction in gross income tax rates and a rollback of the sales tax from seven to six percent.

Summary
The Democrat-controlled Administration and Legislature do not view the business community as something to be promoted.  Instead they view each sector (pharmaceuticals, casinos, builders, tourism, (mom and pop businesses,( etc.) as a source of revenue.  To the Democrat majority, a tax reduction means a loss of revenue.  They believe that every dollar returned to the citizens of the State is one less dollar that can be spent on Democrat spending initiatives. To illustrate this point, in his Fiscal Year 2004 budget message, former Governor McGreevey stated that (tax cuts enacted during the [10 years of Republican control] lowered state revenues by $1.8 billion for this year alone.(  

While the message on taxes has shifted significantly since the Democrat takeover, the use of new tax revenue to balance the budget has remained a constant.  Prior to his election in November 2001, Governor McGreevey did not support, nor did he see a need for, any change in the state(s tax policy.  Shortly after his election his position became that it is all right to raise taxes, if the increase is not in the state income or sales taxes.  In his FY 2004 budget message he reiterated his tax policy by proclaiming, (I said we were going to balance the budget without raising the sales or income taxes.(  Three months later, income tax rates had been raised and the sales tax had been extended to previously untaxed items.  Subsequently, the sales tax was increased from 6% to 7% and further extended to goods and services previously not taxed.


The election of Governor Corzine and the continued control of the Legislature by the Democrats seems to have empowered the Democrats to impose even more taxes.  No longer were tax increases justified as a way to keep the budget in balance during hard economic times.  Instead the increased revenue generated by the new taxes was used to pay for Democrat spending on pet projects and personal economic aggrandizement. In 2007 alone, 26 taxes were imposed or increased.  

Democrat Record
· Since January 2002 the Democrat-controlled Legislature has imposed 101 new taxes and tax increases.
· The 101 new taxes and fees bring in an additional $6.3 billion annually (excluding local tax increases). Cumulatively, more than $12 billion has been taken from taxpayers since January 2002.

· The Democrat-controlled Legislature has increased each of the big three revenue sources – income, sales and corporation business taxes – at least one time.

· The sales tax was increased from 6% to 7% on July 1, 2006.  One-half of the tax increase is constitutionally dedicated to property tax relief.  During fiscal years 2007 and 2008 the other half of the tax increase was used to pay for legislative  additions (pork) to the budget

· Raising certain taxes is so popular among Democrat legislators that they do not stop at one increase.  For example there have been four cigarette tax increases, four increases in realty transfer taxes, three health tax changes, and a new car rental tax with a subsequent increase.

· Democrats have established a pattern for pushing through tax increases.  In the non-election year budgets (FY 2003, FY 2005 and FY 2007) tax increases are imposed.  The subsequent election year budget (FY 2004, FY 2006 and FY 2008) either does not include tax increases or keeps them to a lower level.

· Even in years in which the Governor states that taxes will not increase (fiscal years 2008 and 2009), the Legislature soon talks him into accepting the need to raise additional revenue to pay for pet projects or new programs.  For example, three new programs supported by three new taxes were established during the lame duck session of the Two-Hundred and Twelfth Legislature.
· Income Tax
· Income tax rates were increased in 2004 in order to provide one year of increased direct property tax relief.  After year one the increased revenue was diverted for other purposes.  Specifically a new marginal tax rate of 8.97% now is imposed on the amount of taxable income in excess of $500,000.

· Income taxes went up for senior citizens with the implementation of P.L. 2005, c.130.  This legislation eliminated the ability of seniors with an income of $100,000 or more to exclude their pension and retirement income when paying New Jersey income tax.  Democrats call the individuals impacted by this legislation “high income taxpayers.”

· Sales Tax
· On July 1, 2006 the Sales Tax increased from 6 cents on a dollar to 7 cents on a dollar.

· Beginning on October 1, 2006 certain additional goods and services became  subject to the sales tax including all membership fees, parking fees, magazines and periodicals, and landscaping services.

· The sales tax increase and extension is estimated to yield $1.3 billion in new revenue.  This means that state residents will need to pay out the same $1.3 billion to purchase necessary goods and services.

· Business Taxes
· In 2002 the McGreevey Administration and Democrat-controlled Legislature restructured the Corporation Business Tax by making fundamental changes in the way New Jersey taxes business.  The legislation was the result of Governor McGreevey’s mandate to raise an additional $1 billion from the business community.

· In addition to the increased corporation business tax liability imposed in 2002, a business also is required to pay a surcharge equal to 4% of the amount of the corporation’s tax liability.  The surcharge is to be assessed for each corporation tax year occurring during fiscal years 2007, 2008 and 2009.

· The reduction in energy taxes that was initially promised as part of the restructuring of the electric power industry has yet to occur.  The Transitional Energy Facilities Assessment (TEFA), which was to begin to sunset in 2001, is now not scheduled to end until 2014. 

· The federal government granted business tax breaks in 2003 as part of the Jobs and Growth Tax Relief Reconciliation Act.  The Democrat-controlled Legislature decided that New Jersey businesses should not be given certain of these tax breaks and disallowed the depreciation deduction and the manufacturer tax deduction granted by the federal government.

· Health Taxes - Democrats talk about the affordability and accessibility of health insurance in New Jersey.  They appropriated millions of additional dollars to provide health insurance to low and moderate income state residents through the Family Care program.  At the same time they imposed new taxes on health insurance providers, the cost of which is being passed on to policyholders, making insurance even less affordable.  As part of the FY 2006 budget, two tax changes were approved that will lead to higher premiums.  A subsequent health tax was adopted for FY 2007.

· Nuisance Taxes – The following are examples of recently enacted or increased taxes that can best be described as a nuisance.

· Tax on fur clothing

· Tire tax

· Tax on cars selling for more than $45,000

· Tax on cars that get less than 19 miles to the gallon

· Increased surcharge for unsafe driving

· Increase of the tax on motor vehicle registrations

· Cosmetic surgery tax

· Tax on cell phones and land lines

· Increase in the fee for filing for a divorce

· Tax on tanning and tattooing services;

· Tax on massages;

· Tax on limousine services;

· Tax on flooring and carpet installation;

· Tax on parking, storing and garaging a motor vehicle;

· Tax on non-subscription magazines and periodicals; and

· Tax on membership fees at gyms, health clubs, golf clubs and YMCAs.

· Death Tax

· Due to this 2002 tax change, New Jersey residents are not entitled to the tax benefits provided by the federal government regarding the payment of estate taxes.

Tax Increases

The following sections provide: (1) a narrative, by year, of all tax increases beginning with those imposed in conjunction with the FY 2007 budget; and (2) a chart showing how much each individual tax raises on an annual basis.

FY 2009


Despite not initially proposing any tax changes for FY 2009, Governor Corzine modified his no-tax budget to include new tax revenue.  The next five budgets will continue to include revenue from a tax initially scheduled to sunset in 2002.

· Transitional Energy Facilities Assessment  Reinstatement and Extension (P.L. 2004, c. 43, formerly A-3102 - Caraballo/Lesniak, P.L. 2006, c. 40, formerly A-4709 – Caraballo/Bob Smith) and P.L. 2008, c. 32, A-2807 – Quigley/Lesniak - The Transitional Facilities Energy Assessment (TEFA) was scheduled to begin to phase-out as of January 1, 2009.  This legislation freezes the assessment at the 2001 rate with the phase-out not occurring until at least Fiscal Year 2014.

· Tax on Non-Residential and Residential Development – (P.L. 2008, c. 46, formerly A-500 – Roberts/Watson Coleman/Green) - 
This law requires the imposition of a fee (tax) on non-residential development and allows municipalities to impose development fees on residential property.  The tax to be imposed on all construction resulting in non-residential development, and for construction permits affecting non-residential property is to be set at a rate equal to 2.5% of the (1) equalized assessed value of the land and improvements for all new non-residential construction on an unimproved lot or lots; or (2) the increase in equalized assessed value, of the additions to existing structures to be used for non-residential purposes.  In addition, any municipality that has adopted a municipal development fee ordinance may, with the approval of the Council on Affordable Housing (COAH) impose and collect development fees from developers of residential property.
FY 2008
· Television and Electronics Tax (P.L. 2007, c. 347, formerly A-3527 – Gusciora/Barnes/McKeon) – This legislation provides for the collection and recycling of used televisions by imposing an annual $5,000 registration fee on television manufacturers, starting on January 1, 2009.  The tax revenue will be deposited into a fund, administered by the DEP, and used to provide funding for a State used television recycling and management program, including the administrative expenses and to make payments to authorized recyclers.
· Litter Tax (P.L. 2007, c. 311, formerly A-1886 – McKeon/Gusciora) – This legislation imposes a recycling tax on solid waste generation.  The litter/recycling tax will be levied on (1) the owner or operator of every solid waste facility at the rate of $3 per ton on all solid waste accepted for disposal or transfer at the solid waste facility; and (2) on solid waste collectors at the rate of $3 per ton on all solid waste collected for transshipment or direct transportation to an out-of-state disposal site.  The tax will be considered a “pass-through” cost to the solid waste facility owner or operator and solid waste collector, meaning the fees or surcharges ultimately will be paid by the solid waste generators utilizing the facilities or services.

· Parking Tax (P.L. 2007, c. 296, formerly S-2891 – Rice/Caraballo) - This legislation authorizes the imposition of a special event parking tax surcharge to be assessed in addition to any other parking tax currently imposed.  The special event parking tax surcharge is 7% of the fee for the parking, garaging, or storing of motor vehicles for special events held in the municipality during weekday evenings, beginning at 6:00 p.m. or later, and held at any time on Saturdays, Sundays, and holidays.  This tax was authorized to provide revenue to the City of Newark to pay for costs associated with the operation of the new arena.

· Admissions Tax (P.L. 2007, c. 302, formerly S-2971 – Rice/Caraballo) – This legislation allows a municipality to impose a 5% surcharge on admission charges at places of amusement at which admission charges are regularly paid and which contain fixed seats or bleacher capacity for not less than 10,000 patrons.  The surcharge cannot be imposed on major places of amusement owned by the State or an independent State authority, motion picture theaters, or amusement parks.  While other towns may fall under the provisions of this law, the tax was authorized to provide revenue to the City of Newark to pay for costs associated with the operation of the new arena.
· Emissions Tax (P.L. 2007, c. 340, formerly A-4559 – Chivukula/McKeon/ Stender) – This legislation places a tax on those New Jersey businesses that emit carbon dioxide.  This emission tax will raise millions of dollars to create funds in EDA, DEP and the BPU to fund “energy efficiency and conservation programs.”  The legislation will require public electric and gas utilities to raise rates on electric and gas bills for residential, commercial, institutional, and industrial customers to cover the costs of implementing energy efficiency and conservation programs.

· Explosive (Black Powder) Tax (P.L. 2007, c. 274, formerly S-2055 – Sweeney/Burzichelli) – Legislation increased the taxes paid by those who manufacture, sell, transport, sell, store, or use explosives.  Included in bill’s provisions was the doubling of the tax on black powder (in amounts in excess of 5 pounds but not in excess of 100 pounds) which is used by private persons for the hand loading of small arms ammunition and which is not for resale.
FY 2007

Governor Corzine’s first budget continues the Democrats’ tax and spend budget philosophy. The FY 2007 budget is based on revenue from 18 new taxes and increases in 8 others.  Following is a list of the tax changes.

· Sales Tax Rate Increase (P.L. 2006, c. 44, formerly A-4901 – Payne/Cruz-Perez/Kenny) -  As part of his budget message, Governor Corzine proposed increasing the sales tax rate from 6% to 7% and expanding the sales tax to cover previously untaxed items.  The Governor chose to raise this tax because it was the only one of the major taxes that had not been increased during the previous five years, and raising taxes is an easier alternative for Democrats than cutting spending.  The sales tax is one of the most regressive taxes and its increase has caused Democrats to make up for it by proposing to provide tax relief to the poorest New Jerseyans (through an Earned Income Tax Credit increase). 
· Sales Tax Expansion (P.L. 2006, c. 44, formerly A-4901 – Payne/Cruz-Perez/Kenny) -  In conjunction with the sales tax rate increase, the sales tax base was expanded to impose the 7% levy on previously untaxed goods and services.  Those items newly taxed include digital property and pre-written software; shipping and handling; dry cleaning of non-clothing items; landscaping; self-storage rental units; tanning and tattoo services; massages; information services; limousine services; flooring and carpet installation; parking, storing and garaging a motor vehicle; non-subscription magazines and periodicals; investigative and security services; and membership fees.  Membership fees include charges by health clubs, gyms, golf clubs, and YMCAs.
· Health Care Tax (P.L. 2006, c. 43, formerly A-4716 – Pou/Watson Coleman/Kenny) - This legislation increased the tax on HMOs and their members by 100%; the  tax of 1% on net written premiums was increased to 2%.

· Tax on the Sale of Commercial Property (P.L. 2006, c. 33, formerly A-4701 – McKeon/Epps/Bryant) - This legislation imposes a tax on the sale of commercial property valued in excess of $1 million.  The tax is set at 1% of the value of the property and is paid by the buyer.
· Cigarette Tax (P.L. 2006, c. 37, formerly A-4705 – Gusciora/Epps/Lesniak) - This legislation increased the cigarette tax for the fourth time in five years.  This increase raised the tax by 17.5¢ per pack, bringing the total state cigarette tax to $2.575 per pack. The legislation also changed the method of taxing moist snuff to a weight-based tax.
· Tax on Motor Vehicle Purchases  (P.L. 2006, c. 39, formerly A-4707 – Greenwald/ Lesniak) - This legislation imposes a tax on the purchase of any new passenger vehicle with a sales price of $45,000 or more, or that gets less than 19 miles per gallon.   The tax is set at 0.4% of the sales or lease price.  For a vehicle selling for $45,000, this means an additional tax of $180.

· Car Rental Tax (P.L. 2006, c. 42, formerly A-4715 – Burzichelli/Epps/Bryant) - This legislation increased the tax on motor vehicle rentals from $2 to $5 per day.
· Transitional Energy Facilities Assessment  Reinstatement and Extension (P.L. 2004, c. 43, formerly A-3102 - Caraballo/Lesniak and P.L. 2006, c. 40, formerly A-4709 – Caraballo/Bob Smith) - The Transitional Facilities Energy Assessment (TEFA) was scheduled to begin to phase-out as of January 1, 2007.  The phase-out was further delayed until December 31, 2010.

· Fur Clothing Tax  (P.L. 2006, c. 41, formerly A-4714 – Caraballo/Vitale) - This legislation imposes a 6% gross receipts tax on the retail sale of fur clothing.
· Corporation Business Tax Surcharge (P.L. 2006, c. 38, formerly A-4706 – Roberts/Watson Coleman/Kenny) - This legislation imposes a new tax on business.  In addition to corporation business tax liability, a business is now required to pay a surcharge equal to 4% of the amount of the corporation’s tax liability.  The surcharge is to be assessed for each corporation tax year occurring during fiscal years 2007, 2008 and 2009.

· Corporation Business Tax Minimum Payment (P.L. 2006, c. 38, formerly A-4706 – Roberts/Watson Coleman/Kenny) - This legislation increased the corporation business tax minimum payment for taxpayers with New Jersey gross receipts of $100,000 or more.  The new minimum tax ranges from $500 to $2,000.
· Nuclear Electric Generating Facilities (P.L. 2006, c. 35, formerly A-4703 – Quigley/Cohen/Bryant) - This legislation authorizes the State Treasurer to impose  an annual tax/assessment (above and beyond the assessment made under P.L.1981, c.302) against the operator of each nuclear electric generating facility located in New Jersey. The total of the assessments must reflect the actual costs incurred by the State in providing supplemental security services at each nuclear facility.

· Tax Increase on Businesses Located in Urban Enterprise Zones (P.L. 2006, c. 34, formerly A-4702 – Caraballo/Buono) - This legislation requires qualified businesses to obtain their UEZ sales tax exemptions savings in rebate form, rather than exempting the sales tax at the point of sale, unless the qualified business has less than $1 million in annual gross receipts in that business.
· Motor Vehicle Registration Fee Increase (P.L. 2005, c. 311), formerly A-4584 – Sires/Quigley/Greenwald/Kenny) – This bill imposes a $4 motor vehicle registration surcharge.  Of this amount, $3 is intended to purchase and maintain the state’s helicopter fleet.  The remaining $1 is statutorily directed to new state police classes.  For FY 2007, all of the new surcharge revenue was redirected to balance the budget.  In FY 2008, a portion of this revenue was again redirected.  Instead of using the funds for their intended purpose, surcharge collections have been used to buy state police vehicles and pay for existing state police salaries.
FY 2006
The Codey Administration and the Democrat-controlled Legislature concurred on the following tax changes in order to get enough revenue to balance their FY 2006 budget.

· Eliminates Gross Income Tax Exclusion for Pension Income (P.L. 2005, c. 130, formerly A-4404 - Sires) - This legislation eliminates the ability of certain senior citizens to exclude their pension and retirement income from their gross income for the purpose of paying New Jersey state gross income taxes.  Taxpayers with an income of $100,000 or more no longer will be able to exclude their pension and retirement income.  Democrats call the individuals impacted by this legislation (high income taxpayers.(
· Increases the Tax on Horizon Blue Cross Blue Shield of New Jersey and the Premiums of its Policy Holders (P.L. 2005, c. 128, formerly A-4401 - Roberts/Cohen/Buono) - This legislation establishes a new and higher tax to be paid solely by Horizon Blue Cross Blue Shield of New Jersey.  Horizon is required to pay an insurance premium tax on all premiums (previously only (experience rated,( or group insurance premiums were subject to the insurance premium tax while individual and small group insurance premiums were not).  In addition, the bill excludes Horizon from the  maximum tax rule which caps taxable premiums at 12.5% of total premiums for any company whose taxable premiums in New Jersey exceed 12.5% of total worldwide taxable premiums.  Some believe that Horizon was targeted for one of several reasons including: (1) the company(s decision to not go public; (2) the inability of the Legislature to grab a portion of the company(s surplus;  (3) its position in labor negotiations with Cooper and Hackensack Hospitals; or (4) all of the above.

· Health Care Tax (makes permanent) (P.L. 2005, c. 129, formerly A-4402 - Cryan/ Buono) - This bill converts the one-time, special interim assessment of one percent on net written premiums received by health maintenance organizations (HMOs), enacted as P.L.2004, c.49 (C.26:2J-45 et seq.), to an annual assessment to support charity care.

· Tax on Builders (P.L. 2005, c. 131, formerly A-4405 - Cryan/Bryant) - Democrats in the Assembly wanted to take balances in the New Home Warranty Fund.  However, the New Home Warranty Fund statute provides that balances in the Fund may only be used to provide buyers of new homes with insurance-backed warranty protection in the event that certain standards are not met.  In the event funds are spent for other purposes, the obligation of builders to contribute to the fund is suspended until the funds are replenished.  This legislation provides that builders will continue to contribute to the Fund (be taxed) even though balances are being used to pay for the Democrats’ spending.

· Decouple the Corporation Business Tax and Gross Income Tax from the Federal Deduction of Qualified Production Activities Income (P.L. 2005, c. 127, formerly A-4294 - Cryan/Vas/Bryant) - This legislation increases taxes for certain New Jersey businesses by decoupling New Jersey(s Corporation Business Tax (CBT) and Gross Income Tax (GIT) from the federal manufacturer tax deduction.  
FY 2005 
The McGreevey Administration and the Democrat-controlled Legislature based their FY 2005 budget on revenue from nine new taxes and increases in eight others.  Following is a list of the tax changes.

· Income Tax Rate Increase (P.L. 2004, c. 40, formerly A-100 - Sires/Cryan/Green/ Kenny) - This legislation implements former Governor McGreevey(s proposal to increase gross income tax rates in order to provide higher property tax rebate checks for some New Jersey residents. It establishes a new marginal tax rate of 8.97% on the amount of taxable income in excess of $500,000.  In order to generate enough revenue to cover the cost associated with the distribution of homestead rebates at increased levels, the change to the gross income tax rate schedule was made retroactive to January 1, 2004.

· Telecommunications (Cell Phone/Land Line) Tax (P.L. 2004, c. 48, formerly A-3112 - Caraballo/Bryant) - This legislation imposes a per month, per phone number tax on telecommunications services.  Specifically, a tax of $0.90 is to be assessed on each bill (1) charged by a mobile telecommunications company for each (voice-grade access( service number as part of mobile telecommunications service provided to a customer or for the customer(s home service provider and provided to a customer with a place of primary use in New Jersey, and (2) charged by a telecommunications exchange company for each telephone voice grade access service line provided as part of that telephone exchange service.

· Cigarette Tax (P.L. 2004, c. 67, formerly A-3113 - Weinberg/Lesniak) - This legislation increased the cigarette tax for the third time in as many years.  This increase raised the tax by $0.35 per pack, bringing the total state cigarette tax to $2.40 per pack.  The increase in conjunction with the motor vehicle surcharge fee (see below) is being used to securitize approximately $1.9 billion of deficit bonds to balance the FY 2005 budget.

· Motor Vehicle Registration Tax (P.L. 2004, c. 64, formerly A-3107 - Sires/Bryant) -  This legislation quadruples the cost of a motor vehicle registration by requiring the purchaser of a new passenger automobile to  pre-purchase a four-year registration.  Full payment of this registration tax is required upon the initial registration. 

· New Tire Purchase Tax (P.L. 2004, c. 46, formerly A-3106 - Quigley/Kenny) - This legislation imposes a tax of $1.50 for each new motor vehicle tire sold at retail within the State.  The tax is paid by the purchaser and is to be assessed on all new tire purchases, including the tires sold as a component part of a new motor vehicle or whenever new tires are installed on a used motor vehicle prior to that vehicle being offered for sale.

· Realty Transfer Tax (P.L. 2004, c. 66, formerly A-3115 - Cryan/Kenny) - For the second time in as many years, the Democrats increased the tax on certain realty transfers.  The change translates to a $70 million increase in home costs to be paid by the seller.

· Tax on the Sales of Homes Valued in Excess of $1 million (P.L. 2004, c. 66, formerly A-3115 - Cryan/Kenny) - A new tax has been established on the purchase of residential property priced over $1 million.  This change represents a $29 million increase in home costs to be paid by the purchaser.

· Imposition of Unsafe Driving Surcharges (P.L. 2004, c. 69, formerly A-3114 - Barnes/Bryant) - This legislation creates a new surcharge of $250 for unsafe driving.  This is in addition to other fines and surcharges previously established for unsafe driving.  The Democrats used this increase in conjunction with the increase in the cigarette tax (see above) to securitize approximately $1.9 billion in deficit bonds to balance the FY 2005 budget.

· Deductibility of Net Operating Losses (P.L. 2004, c. 47, formerly A-3110 - Watson Coleman/Johnson/Kenny) - This tax change takes away the ability of a business to fully deduct net operating losses.  Specifically, the legislation limits to 50% the application of net operating loss (NOL) deductions under the corporation business tax for privilege periods beginning in calendar years 2004 and 2005.  Full deductibility was to have begun for the 2004 tax year.  Instead it expired as of December 31, 2007.  (Net operating loss is a tax accounting concept; if a taxpayer has more business expense than business income in a tax year, the taxpayer has a net operating loss for that year.) 

· Disallowance of Depreciation Deduction (P.L. 2004, c. 65, formerly A-3111 - Sires/Cohen/Bryant) - This tax change takes away from New Jersey businesses certain of the tax relief benefits included in the federal Jobs and Growth Tax Relief Reconciliation Act of 2003 (JGTRRA).  The specific measure being altered deals with the ability of a business to deduct from their taxes an amount for the depreciation of equipment and machinery.

· Transitional Energy Facilities Assessment  Reinstatement and Extension (P.L. 2004, c. 43, formerly A-3102 - Caraballo/Lesniak and P.L. 2006, c. 40, formerly A-4709 – Caraballo/Bob Smith) - The Transitional Facilities Energy Assessment (TEFA) was scheduled to begin to phase-out as of January 1, 2005.  The 2004 legislation froze the assessment at the 2001 rate and pushed back the phase-out date.  In 2006, the phase-out was further delayed and now the tax will not sunset until at least December 31, 2010.

· Hazardous Discharge Site Cleanup Fund/New Jersey Spill Compensation Fund Tax (P.L. 2004, c. 50, formerly A-3117 - McKeon/Bob Smith) - This legislation increases the tax imposed for the transfers of hazardous substances.  Specifically the tax increases from $0.015 to $0.023 per barrel for petroleum or petroleum products, precious metals, elemental phosphorus, or in certain circumstances, antimony or antimony trioxide sold for use in the manufacture or for the purpose of fire retardants.  For other hazardous substances, the legislation increases the tax rate to the greater of $0.023 per barrel or 1.53% of the fair market value of the product.

· Billboard Tax (P.L. 2004, c. 42, formerly A-3101 - Mayer/R. Smith/ Madden/Sweeney) - This legislation extends the sales tax on billboard advertising space.  In 2003, the Legislature imposed a fee of 6% on the gross amounts collected by a retail seller for billboard advertising.  Beginning on July 1, 2006 through June 30, 2007, the tax is reduced to 4%, and on July 1, 2007 the tax is to be discontinued.

· Air Emissions Tax (P.L. 2004, c. 51, formerly A-3118 - Greenwald/Bob Smith) - This legislation creates a new tax to be assessed on the owner or operator of any facility that emits certain air toxics.  The surcharge is based on the annual emissions of each Category 2, Category 3 and Category 4 toxic substance as reported in the release and pollution prevention report for that facility.

· Tax on Medical Care (Ambulatory Care) (P.L. 2004, c.54, formerly A-3127 - Diegnan/Bryant) - This legislation establishes an annual assessment on the gross receipts of certain licensed ambulatory care facilities.  Specifically, a facility with $300,000 or more in gross receipts will be taxed at a rate of 3.5% of gross receipts or $200,000, whichever is less.  A facility with annual gross receipts less than $300,000 will not have to pay an assessment. For FY 2006, the rate was recalculated to include calendar year 2004 data. Beginning in 2007, a facility(s uniform gross receipts assessment will be based on the facility(s most recent annual report to the DHSS. No facility will be required to pay more than $200,000.

· Health Care Tax/HMO Assessment (P.L. 2004, c. 49, formerly A-3116 - Wisniewski/Buono) - This legislation establishes a special interim assessment on health maintenance organizations (HMOs). This assessment translates to $7 per client and a $56 million tax on the health care industry.

· Sales Tax on Cosmetic Procedures (P.L. 2004, c. 53, formerly A-3125 - Cryan/Bryant) - This legislation imposes a 6% gross receipts tax on certain cosmetic medical procedures. (Cosmetic medical procedures( are defined as any medical procedure performed on an individual which is directed at improving the individual(s appearance, and which does not meaningfully promote the proper function of the body or prevent or treat illness or disease.  The legislation defines cosmetic medical procedure as cosmetic surgery, hair transplants, cosmetic injections, cosmetic soft tissue fillers, dermabrasion and chemical peel, laser hair removal, laser skin resurfacing, laser treatment of leg veins, sclerotherapy, and cosmetic dentistry.

FY 2004
Governor McGreevey and the Democrat-controlled Legislature based their FY 2004 budget on revenue from five new taxes and increases in two others.  In addition, new fees were assessed and a variety of existing fees were increased in FY 2004.  Following is a list of the tax changes.

· Hotel/Motel/Bed and Breakfast Occupancy Tax (P.L. 2003, c. 114, formerly A-3710 - Roberts/Impreveduto/Bryant) - This legislation imposes a new fee on hotel and motel occupancies.  The fee is to be paid by the guests of the hotel or motel.  From August 1, 2003 through June 30, 2004, the new tax was set at 7%, with the total amount going to the General Fund. During this period a local option tax of 1% could be imposed on (transient rentals.( 

Beginning on July 1, 2004, the statewide tax dropped to 5% and the local option tax may increase to 3%. 

This tax was intended to raise $140 million for the State during FY 2004, with a portion of the tax revenue used to restore cuts made to the programs that fund arts, history and cultural grants.  The amount of revenue generated by the tax increase now depends on the number of municipalities which opt to impose the local option tax.  Revenue available to the state will decline. 

· Cigarette Tax (P.L. 2003, c. 115, formerly A-3711 – Diegnan/Lesniak) - The tax on a pack of cigarettes was increased by $0.55 per pack.  This is on top of the $0.70 tax increase imposed during FY 2003.  This brought the total state tax on a pack of cigarettes to $2.05 per pack. 

· Casino Taxes  (P.L. 2003, c. 116, formerly A-3713 - Greenwald) - This legislation raises  revenue from new and expanded taxes on casinos.  Specifically, the legislation imposes a 7.5% tax on the annual adjusted net income of a licensed casino; a 4.25% tax on the value of complimentary rooms, food, beverages or entertainment  provided by a casino; a tax of 8% on casino service industry multi-casino progressive slot machine revenue; and a $3 per day charge on each hotel room in a casino hotel facility as well as a $1 increase, from $2 to $3, in the casino hotel parking fee.  The deduction that a casino licensee was previously  permitted to take for uncollectible gaming debt, when calculating gross revenue, is eliminated.  $90 million in additional revenue generated from these tax changes was directed to the Casino Revenue Fund.

· Realty Transfer Tax (P.L. 2003, c. 113, formerly A-3709 – Cryan/Kenny) - This legislation increases the realty transfer fee for each conveyance or transfer of property.  The seller is required to pay a supplemental fee based on the sale price of the property.  The legislation is intended to generate $62 million in additional revenue for the State and approximately $22 million in additional revenue for the counties.  

· Energy Tax: The FY 2004 budget anticipated $72.4 million of revenue from an assessment on energy bills.  The purpose of this new tax is to generate revenue to cover the cost of the Lifeline program.  The Lifeline program provides energy assistance grants to senior citizens and the disabled.  The increase has been approved by the Board of Public Utilities.

· Billboard Tax (P.L. 2003, c. 124, formerly A-3714 – Gusciora/Bryant/Sweeney) - In addition to Gov. McGreevey’s tax increase proposals, the Democrat-controlled Legislature thought it would be appropriate to impose a sales tax on billboard advertising.  This legislation imposes a tax of 6% on the gross amounts collected by a retail seller of billboard advertising.

· Fees (P.L. 2003, c. 117, formerly A-3719 – Caraballo/Codey) - A total of $35 million in new revenue is being generated through instituting or raising various fees, including a fee for licenses issued by the Real Estate Commission ($4.5 million), construction code fees under the Uniform Construction Code ($2.7 million), costs imposed on employers under the Right to Know Act ($2.1 million), license and permit fees imposed under the Alcoholic Beverage Control Act ($2.0 million), unemployment insurance fines ($2.5 million) and fees imposed for non-criminal background checks ($1.7 million).  New fees also have been imposed on limousine owners, and the fee for filing for a divorce has been increased.

· Fees II:  In addition to the fees raised pursuant to P.L. 2003, c. 117, certain other fees also  increased.  Specifically, state park fees  increased by $1.3 million.  The costs associated with the Newborn Screening program, estimated at $3.1 million, will be covered by a new fee.  Other Department of Environmental Protection fees increased by an estimated $29.5 million.

· Nursing Home Assessment (P.L. 2003, c. 105, formerly A-3686 - Watson Coleman/Conaway/Kenny and P.L. 2004, c. 41, formerly A-3051 – Conaway/Watson Coleman/Kenny) - An assessment on nursing home facilities based on the number of non-Medicare patient days also was levied in FY 2004.  The assessment was deemed  a (health care-related tax( which makes the amount collected eligible to be matched by federal Medicaid reimbursement.  The FY 2004 budget skimmed $51.5 million from the additional Medicaid reimbursements.  Subsequent budgets also have skimmed a portion of this revenue.

FY 2003
Following are the tax increases implemented to support the FY 2003 budget (Governor McGreevey(s first budget).

· Estate Tax - P.L. 2002, c. 31 (formerly A-2302 - Watson Coleman/Gusciora/Turner) -  established a new tax on estates by providing that New Jersey estate taxes are to be computed as though the terms of the federal estate tax that applied on December 31, 2001, including those provisions governing liability for the tax and allowance of a state legacy tax credit, continue to apply.  P.L. 2002, c. 31 also repealed R.S. 54:38-8 which would have voided the New Jersey estate tax in the event of the repeal of the federal estate tax or the federal credit for state legacy taxes. 

· Corporation Business Tax - P.L. 2002, c. 40 (formerly A-2501 - Sires/Roberts/Kenny) - restructured the Corporation Business Tax by making fundamental changes in the way New Jersey taxes business.  This legislation is the result of Governor McGreevey(s mandate to raise an additional $1 billion from the business community. 

· Cigarette Tax - P.L. 2002, c. 33 (formerly A-2504 - Weinberg) increased the tax on the sale of cigarettes by $0.70 per pack (from $0.80 to $1.50 per pack) with the anticipation of an additional  $240 million of revenue for the state. The increased revenue is statutorily dedicated for health programs ($200 million) and to fund anti-smoking initiatives ($30 million in FY 2003 and FY 2004, $40 million in FY 2005, and $45 million in FY 2006).  However, the language dedicating $30-$40 million for tobacco cessation programs has been superseded by language included in the FY 2004 and FY 2005 budgets.  Only $10 million was  provided in FY 2004 and $11 million in FY 2005.

· Fee Increases - P.L. 2002, c. 34 (formerly A-2506 - Cohen/Codey) - $129 million in additional state revenue was anticipated to be generated through this Omnibus Fee bill.  The legislation established, increased and modified fees and penalties.  It increased fees and penalties in the following areas: agriculture, motor vehicles, bulk purchase of drivers( abstracts by insurance and credit companies, commercial truck/tractor registration fees, open competitive and promotional examinations, corporate filings, health maintenance organizations, the Department of Environmental Protection, notaries public and the Judiciary.  The fee bill also increased municipal revenue by $1.15 million (50% of the estimated revenue from the additional $100 surcharge on persons convicted of operating a motor vehicle while under the influence of drugs or alcohol).

Tax and Revenue Chart
The following chart lists the taxes and the corresponding amount of revenue that has been generated or is anticipated to be generated.

102 Tax Increases - FY 2003 Through FY 2009
	FY 2009

	TAXES ENACTED
	REVENUE

	1.  Extends the Phase-Out of the Transitional Energy Facilities Assessment (TEFA) 
	$245,700,000 (1)

	2.  Tax on Non-Residential and Residential Housing
	$160,000,000 (2)

	Total Estimated Collections
	$405,700,000

($405.7 million)

	FY 2008

	TAXES ENACTED
	REVENUE

	1.  Television and Electronics Tax
	Not Available

	2.  Litter Tax
	$34 million

	3.  Parking Tax
	Not Available

	4.  Tax on Tickets at Certain Entertainment Venues
	Not Available

	5.  Carbon Dioxide Emissions Tax (RGGI)
	$45 million

	6.  Doubles fees and penalties by those who use explosives
	$140,000

	Total Estimated Collections
	$79,140,000+

($79.1 million+) (3)


	FY 2007

	TAXES ENACTED
	REVENUE

	1.  Sales Tax Increase from 6% to 7%
	$1.2 billion

	2.  Imposes a 7% Sales Tax on Digital Property and Pre-written Software
	$9.6 million

	3.  Imposes a 7% Sales Tax on Shipping and Handling
	$32.7 million

	4.  Imposes a 7% Sales Tax on Dry Cleaning of Non-Clothing Items
	$4.4 million

	5.  Imposes a 7% Sales Tax on Landscaping services
	$81.7 million

	6.  Imposes a 7% Sales Tax on Self-Storage Rental Units
	$10.2 million

	7.  Imposes a 7% Sales Tax on Tanning, Tattooing and Massage
	$8.8 million

	8.  Imposes a 7% Sales Tax on Information Services
	$12.3 million

	9.  Imposes a 7% Sales Tax on Limousine Services
	$27.1 million

	10.  Imposes a 7% Sales Tax on Membership Fees
	$74.7 million

	11.  Imposes a 7% Sales Tax on Flooring and Carpeting Installation

	$8.8 million

	12.  Imposes a 7% Sales Tax on Parking/Storing/Garaging a Motor Vehicle
	$7 million

	13.  Imposes a 7% Sales Tax on Magazines and Periodicals (non-subscription)
	$12 million

	14.  Imposes a 7% Sales Tax on Investigative and Security Services
	$43 million

	15.  Imposes a One Percent Tax on the Sale of  Commercial Property Valued in Excess of $1 Million
	$20 million

	16.  Makes certain changes to the tax benefits awarded businesses in Urban Enterprise Zones
	$46 million

	17.  Imposes an Additional Tax on the Operator’s of Nuclear Electric Generating Facilities
	$4.4 million

	18.  Increases the Cigarette Tax and Changes the Method of Taxing Moist Snuff
	$35 million

	19.  Imposes a 4% surcharge on corporation business tax liability
	$96 million


	20.  Increases the corporation business tax minimum payment for taxpayers with New Jersey gross receipts of $100,000 or more.  
	$25.5 million

	21. & 22.  Purchase of Luxury Motor Vehicle or Motor Vehicle With an EPA Average Fuel Efficiency Rating of Less Than 19 Miles Per Gallon
	$25 million

	23.  Extends the Phase-Out of the Transitional Energy Facilities Assessment (TEFA)
	$57 million

	24.  Imposes Gross Receipts Tax on Fur Clothing
	$5 million

	25.  Car Rental Tax Increase
	$35.25 million

	26.  Health Care Tax Increase ( Increases and Extends the Health Maintenance Organizations Assessment)
	$50 million

	27.  Motor Vehicle Registration Surcharge
	$24 million

	Total Estimated Collections
	$1,955,450,000

($1.96 billion) (4)


	FY 2006

	TAXES ENACTED
	REVENUE

	1. Eliminates Gross Income Tax exclusion for pension income
	$45 million

	2.  Increases Taxes on Horizon
	$30 million

	3.  HMO Assessment (Makes permanent)
	$53.8 million


	4.  Tax on Builders - Diverts contributions to New Home Warranty Fund
	$20 million

	5.  Decouples the CBT and GIT from the federal deduction of qualified production activities income
	$5 million

	Total Estimated Collections
	$153,800,000

($153.8 million) (5)


	FY 2005

	TAXES ENACTED
	REVENUE

	1.  Income Tax Rate Increase 
	$830 million

	2.  Telephone Communications (Cell Phone/Land Line) Tax 
	$118 million

	3.  Cigarette Tax ($0.35 per pack) 
	$105 million

	4.  Motor Vehicle Registration Tax 
	$90 million

	5.  New Tire Purchase Tax
	$12.3 million

	6.  Realty Transfer Tax
	$74 million

	7.  Tax on the Sales of Homes Valued in Excess of $1 million
	$24 million

	8.  Unsafe Driving Surcharges ($200 per)
	$50 million

	9.  Deductibility of Net Operating Losses
	$137.5 million

	10. Disallowance of Depreciation Deduction
	$50 million

	11. Transitional Energy Facilities Assessment Reinstatement
	$54 million

	12. Hazardous Discharge Site Cleanup Fund/

New Jersey Spill Compensation Fund Tax
	$11.6 million

	13. Billboard Tax
	$10 million

	14. Air Emissions Tax
	$6 million

	15. Tax on Medical Care (Ambulatory Care)
	$31 million

	16. HMO Assessment
	$56 million

	17. Sales Tax on Cosmetic Procedures
	$26 million

	Total Estimated Collections
	$1,685,400,000

($1.69 billion) (6)


	FY 2004

	TAXES ENACTED
	REVENUE

	1.  Hotel/Motel/Bed and Breakfast Tax
	$140 million

	2.  Cigarette Tax ($0.55 per pack)
	$179 million

	3. - 7.  Casino Taxes (tax increases on casino revenue, parking, hotel visits, slot machines and comps)
	$90 million

	8.  Realty Transfer Tax
	$62 million state

/$22 million counties

	9.  Energy Tax
	$72.4 million

	10.  Billboard Tax (sales tax on advertising)
	$10 million

	11. - 23.  Omnibus Fee Bill (13 categories of fees)
	$68.9 million

	24.  Nursing Home Assessment
	$51.5 million

	Total Estimated Collections
	$695,800,000

($695.8 million) (7)

	

	

	FY 2003

	TAXES ENACTED
	REVENUE

	1.  Estate Tax
	$72 million

	2.  Corporation Business Tax
	$1.025 billion (this amount has been reduced by $137.5 million.  The NOL deductibility in FY 2005 incorporates this $137.5 million)

	3. Cigarette Tax ($0.70 per pack)
	$240 million

	4. - 21. Omnibus Fee Bill (18 categories of fees)
	$129 million

	Total Estimated Collections
	$1,466,000,000 

($1.466 billion) (8)


	GRAND TOTAL
	$6,441,290,000

($6.44 billion)


(1) TEFA revenue is estimated to increase by $62 million in FY 2009; $122.8 million in FY 2010 and $245.7 million in FY 2011.

(2) It is estimated that the 2.5% tax on non-residential construction will generate $1.6 billion over the next ten years.  The tax revenue estimate anticipates that collections will come in in equal annual installments.
(3) One may also include the $75 million of rate reductions that did not occur because of the transfer of this amount from the Temporary Disability Insurance Fund (TDI) to the General Fund pursuant to language included in the FY 2008 Appropriations Act.

(4) The FY 2007 Appropriations Act transferred $50 million of TDI Fund balances to the General Fund, precluding and rate reduction from occurring during this budget year.

(5) One also may include in the total the $350 million in Unemployment Insurance rate reductions that businesses will not receive due to the diversion of this amount to offset Charity Care and Medicaid costs. (2006)

(6) One may also include in the total the $100 million in Unemployment Insurance rate reductions that businesses will not receive due to the diversion of this amount to the General Fund.  In addition, businesses will not see a reduction in their contributions to the State Disability Fund.  $110 million was removed from the TDI in order to balance the FY 2005 budget.  The diverted funds could otherwise have been used to lower business( contributions.

(7) One may also include the $325 million diverted from the Unemployment Insurance Fund pursuant to P.L. 2003, c. 107 which could otherwise have been used to lower contributions.  Similarly $30 million was transferred from the TDI Fund to the General Fund during FY 2004.

(8) The State diverted $650 million from the Unemployment Insurance Fund pursuant to P.L. 2002, c. 13 and another $125 million pursuant to P.L. 2002, c. 29.  $50 million was transferred from the TDI to the General Fund. These diverted funds could be considered a tax increase or, more accurately, a lost opportunity to reduce the UI  tax.

(Update 8/25/08)

