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Chairman Sarlo, Budget Officer Bucco, distinguished members of the Senate Budget and 
Appropriations Committee, thank you for inviting me to present the Department of Treasury's 
updated revenue estimates for both Fiscal 2010 and 2011.   

As in past appearances before this committee, I am pleased to be accompanied by OMB Director 
Charlene Holzbaur, Deputy OMB Director Robert Peden, and other key members of the 
Treasury staff. 

We have taken the liberty of distributing a presentation package for your review.  With your 
permission, I would like to take a few minutes to point out some highlights before entertaining 
any questions you may have. 

By way of introduction, I would note that our latest revenue estimates reflect the fact that New 
Jersey continues to suffer the lingering effects of a deep national recession.  We are not alone.  
During the first week of May, the Rockefeller Institute of Government reported that the federal 
government’s nonwithheld tax collections through April 30 were down 17.6 percent from a year 
earlier.  Anecdotal evidence confirms that many of our sister states are experiencing very 
disappointing revenue results and the consequent need to institute severe budget cuts.  The good 
news, however, is that, thanks to the painful but necessary actions taken earlier this Spring, New 
Jersey is in a better position than many to manage its ongoing budget challenges and, with your 
help, now has a real chance to position itself for renewed growth going forward.  

Let me turn now to the page entitled “The Fiscal 2010 Budget”.  This table provides an overview 
of changes since the Governor presented his Budget Message on March 16.  Cutting to the chase, 
the column at right indicates that we now expect our Gross Income Tax to generate $300 million 
less than expected, our Sales Tax to generate $58 million less, and our Corporate Business Tax 
$44 million less than we had forecast in March.  At the same time, we expect $77 million in 
additional net revenue.  In total, we are reducing our revenue forecast for FY 2010 by $325 
million.  Against this $325 million decline in revenue, we have been able to identify an 
additional $232 million in lapses, leaving us with a reduction in overall resources of $93 million 
through the end of the year. 
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Moving further down the page, you will note that we have identified $92 million in reductions to 
our projected supplemental appropriations. With rounding, this fully offsets the reduction in 
resources and thus allows us to end the fiscal year with a projected fund balance surplus of $501 
million, the same amount we had projected in March. 

Before moving on, I should take cognizance of the fact that my distinguished colleague from the 
Office of Legislative Services, Dr. David Rosen, this morning testified that he expects FY 2010 
revenue to fall $401 million short of the March estimate, $77 million more than our revised 
estimate.  Although we assign some different values to changes in individual taxes, overall the 
difference between our revised estimates amounts to less than 0.3 percent of the March estimate. 

The next page reviews the history of FY 2010 revenue estimates.  I would point out that the 
change from March represents a decline of about 1.2 percent.  To put that in some dynamic 
perspective, our March estimate represented a $1 billion or 3.6 percent decline from the FY 2010 
Appropriations Act estimate.   

The page entitled “FY 2010 Revenues” offers another snapshot of the FY 2010 revenue saga.  Of 
some note is the fact that the Gross Income Tax is now projected to yield fully $383 million less 
in FY 2010 than it did in FY 2009, notwithstanding last year’s very substantial temporary rate 
increases.  Overall, we project a year-over-year reduction of $1.362 billion or 4.7 percent. 

The next two tables presents a comparison of lapses and supplementals since the Governor 
delivered his Budget Message.  Overall, we have identified $232 million in net additional lapses 
and $92 million in reduced supplementals.  You will no doubt have questions on individual 
items.  With your permission, I will defer questions for another few moments. 

Let me now to turn to FY 2011, beginning with a series of four graphs.  The first graph 
demonstrates that our updated FY 2011 projected revenue of $28.2 billion remains below the 
State’s actual revenues for FY 2006. The next graph shows that our Gross Income Tax is still 
short of what it generated in FY 2006, notwithstanding significant tax increases and increases in 
federal reimbursement for the Earned Income Tax Credit.  The third graph illustrates that we do 
expect modest growth in the Sales tax next year, but still short of what had been expected for FY 
2010 at the Appropriations Act and short of actual results for FY 2007 and FY 2008.  Finally, the 
last graph illustrates our expectations for modest growth in the Corporation Business Tax, but 
still far short of the Halcyon Days of FY 2007 and FY 2008.  Once again, our projections for FY 
2010 indicate that this tax will generate less in FY 2010 than it did in FY 2009 despite a 
temporary tax surcharge. 

Allow me to now draw your attention to the table entitled “The FY 2011 Budget”.  We now 
project that net revenues in FY 2011 will be $28.2 billion, $115 million less than we had 
projected in March.  As you will note, most of the decrease is in the Gross Income Tax.  In 
addition, we are recognizing the need to increase appropriations by $81 million.  Together, these 
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adjustments will reduce our projected fund balance by $197 million, leaving us with a projected 
surplus of $305 million as of the end of FY 2011.   

As you will recall from his testimony, Dr. Rosen’s new estimate for total revenue in FY 2011 is 
almost $250 million less than our revised estimate. Once again, this differential, while apparently 
large in absolute terms, represents less than one percent of the total estimate as of March. 

Finally, the last page presents an overview of the State’s budget over the past ten years.  In 
particular, it graphically and quite dramatically illustrates the role federal stimulus money has 
played in propping up our budget, and the catastrophic impact of letting our budget model run 
without instituting the corrective actions we began earlier this calendar year. 

Perhaps this is a good place for me to stop and say “thank you,” Mr. Chairman and members of 
the committee, for your attention and diligence over these past few weeks as you have reviewed 
the Governor’s proposed FY 2011 budget in exhaustive detail.  We recognize that this budget 
asks much of you in the Legislature as well as our fellow New Jerseyans.  We recognize that it 
contains many, many tough and often controversial choices.  Yet I also suspect that all of us --- 
representing a wide range of political and governmental philosophies --- now share in the 
inescapable realization that our current budget challenges offer us have a once-in-generation 
chance to chart a new path for New Jersey, one that features fiscal stability, opportunity, and 
sustained economic growth.  I look forward to working with you to make the most of this 
opportunity as we move to the next phase of necessary dialogue and negotiation leading up to the 
adoption of a balanced and on-time budget. 

Thank you.  I will now welcome your questions. 


