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§6-Note to
§61-6
P.L.1203, {XHAPTER 13, wisceqd May 21, 1992
1 1682 Assembly No. 1
L b
1 AN ACT concerning the sales and use tax, lowering the rate of
2 tax, ‘amending P.L.1966, c.30, and P.L,1980, c.106.
3 i
4 BE IT ENACTED by the Senate Gnd General Assembly of the
. 3 State d New Jersey:
6 1. Séction 3 of P.L.1966, c.30 (C.54:392B-3) is amended to read
. ?  as follows:
8 3. There is imposed and there shall he paid a tax of [7%)] 6%
9 upon:
10 (a) The receipts from every retail sale of tangible personal
11 property, except as otherwise provided in this act. If the lessor
12  of tangible personal property purchased for lease elects to pay
13  tax on the amount of the sales price as provided in paragraph (2)
14  of subsection (bb) of section 2 of P.L.1966, ¢.30 (C.54:32B-2), any
15 and each subsequent lease or rental is a retail sale, and a g
16  subsequent sale of such property is a retail sale.
17 (b) The receipts from every sale, except for resale, of the 7
18  following services:
19 (1) Producing, fabricating, processing, printing or imprinting
20 tangible personal property, performed for a person who directly
21  or indirectly furnishes the tangible personal property, not
22 purchased by him for resale, upon which such services are
23  performed.
24 (2) l:nstalling tangible personal property, or maintaining, L
25 servicing, repairing tangible personal property not held for sale in
26  the regular cotsrse of business, whether ur not the services are
27 performed directly or by means of coin-operated equipment or by
28 any otlier means, and whether or not any tangible personal
29 property is transferred in conjunction therewith, except (i) such
30 services rendered by an individual who is engaged directly by a
31 private homeowner or lessee in or about his residence and who is
32 not'in a regular trade or business offering his services to the
33 public, (ii) such services rendered with respect to personal
34 property exempt from taxation hereunder pursuant to section 13
35 of P.L.1980, c.105 (C.54:32B-8.1), (iii) (Deleted by amendment,
36 P.L.1990, c.40), (iv) any receipts from laundering, dry cleaning,
37 tailoring, weaving, pressing, shoe repairing and shoeshining and
38 (v) services rendered in installing property which, when installed,
. 39 will constitute an addition or capital improvement to real
40  property, property or land. :
11 (3) Storing all tangible personal property not held for sale in
’ 42  the regular course of husiness and the rental of safe deposit boxes
43  or similar space.
44 (4) Maintaining, servicing or repairing real property, other
45 than 'a residential heating system unit serving not more than '
46  three families living independently of each other and doing their

EXPLANATION-—Matter enclosed in bold-faced brackets [thus] in the
above kil is not enacted and is intended to k. omitted ia the law.

Matter underlined thus is new matter.
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cooking an the premises. whather the services are performed in
or qutside of & building. as distinguished from adding to or
improving such real propsrly by a cepital improvement, hut
excluding services rendered by an ‘individual who is not in a
regular trade or business offering his services to the public, and
excluding garbege removal and sewer services performed on a
regular contractual basis for a term not less than 30 days.

(5) Advertising services, except advertising services for use
directly and primarily for publication in newspapers and
magazines and except for direct-mail advertising processing
services in connection with distribution to out-of-State
recipients.

(6) Advertising space in a telecommunications user or provider
directory or index distributed in this State.

Wages, salaries and other compensation paid by an employer to
an employee for performing as an employee the services
described in this subsectior are not receipts subject to the taxes
:mposed under this subsection (b).

Services otherwise taxable under paragraph (1) or (2) of this
subsection (b) are not subject to the taxes imposed under this
subsection, where the tangible personal property upon which the
services were performed is delivered to the purchaser outside this
State for use outside this State.

{c) Receipts, from the sale of food and drmk in or by
restaurants, tavems. vending machines or other establishments in
this -State, or by caterers, including in the amount of such
receipts any cover, minimum, entertainment or other charge
made to patrons or customers:

) In all"instances where the sale is for cousumption on the
premises where sald

(2) In those mstances where the vendor or any person whose
services are- arranged for by the vendor, after the delivery of the
food or drink by, or on behalf of the vendor for consumption off
the premises- of the vendor, serves or assists in serving, cooks,
heats or provides other services with respect to the food or drink,
except for ‘meals especially prepared for and delivered to
homebound elderly, age 60 or older, and to disabled persons, or
meals prepared and served at a group-sitting at a location outside
of the home to otherwise homebound elderly persons, age 60 or
older, and otherwise homebound disabled persons, as all or part of
any food service project funded in whole or in part by government

_or as part of a private, nonprofit food service project available to

all such elderly or disabled persons residing within an area of
service designated by the private nonprofit organization; and
. (3) In those instances where :he sale is for consumption off the
premises of the vendor, and consists of a meal, or food prepared
and ready to;begeaten. of a kind obtainable in restavrants as the
main 'co'u_rse'of -a meal, including a sandwich, except where food
other than sandwiches is sold in an unheated state and is of a type
commonly sold in the same form and condition in food stores
other than those which are principally engaged in selling prepared
foods; ‘

(4) Sales of food and beverages sold through coin-operated
vendinj machines, at the wholesale price of such sale, which shall
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be defined as: 70% of ihe eatail vending machine selling price,
except sales of milk, which shall not be taxed. Nothing herein
contained ghall affect other sales through coin-operated vending
machines taxable pursuant to subsection (a) above or the
exemption thereto pravided by section 21 of P. L.1080, c. 106
(C.54:328-8.9).

The tax imposed by this suhsection (c) shell not apply to food or
drink which is'sold to an airline for consumption while in flight.

(d) The rent for every occupancy of a room or rooms in a hotel
in this State. ‘except that the tax shall not be imposed upon (1) a
permanent resident, or (2) where the rent is not more than at the
rate of $2.00 per day.

(e) (1) Any admission charge, where such admission charge is
in excess of $0.75 to or for the use of any place of amusement in
the State, including charges for admission to race tracks,
baseball, football, basketball or exhibitions, dramatic or musical
arts performances, motion picture theatres, except charges for
admission to boxing, wrestling, kick boxing or combative sports
elhibitions, events, performances or contests which charges are
taxed under any other law of this State or under section 20 of
P.L.1985, ¢.83 (C.5:2A-20), and, except charges to a patron for
admission to, or use of, facilities for sporting activities in which
such patron is to be a participant, such as bowling alleys and
swimming pools. For any person having the permanent use or
possession of a box or seat or lease or a license, other than a
season ticket, for the use of a box or seat at a place of
amusement, the tax shall be upon the amount for which a similar
box or seat is sold for each performance or exhibition at which
the box or seat is used or reserved by the holder, licensee or
lessee, and shall be paid by the holder, licensee or lessee.

(2) The amount paid as charge of a roof garden, cabaret or
other similar place in this State, to the extent that a tax upon
such charges has not been paid pursuant to subsection (c) hereof.

(f) The receipts from every sale, except for resale, of
intrastate or interstate telecommunications charged to an
address in this State, regardless of where the services are billed
orpaid.-

(cf: P.L.1990, c.40, 5.2)

2. Section 4 of P.L.1968, c. 30 (C.54:32B-4) is amended to read
as follows:

4, Tax bracket schedule -For the purpose of adding and
collecting the tax imposed by this act, or an amount equal as
nearly as. possible or practicable to the average equivalent
thereof, to be reimbursed to the vendor by the purchaser, the
following [formulas] formula shall be in force and éffect:

Amount of Sale Amount of Tax
[$0.01 to $0.10 No tax -
0.11 to 0.21 .. $0,01
0.22 to 0.35 - 0.02
0.36 to 0.50 ' 0.03
0.51 to 0.64 0.04
0.66 to 0.78. 0..05
0.79 to 0.92 . 0.08
0.93 to $1.00. 0.07]
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0.01 to $0.10 No_Tax
Q.11 to 0.22 0.01
.23 to 0.38 0.02
0.73 to 0.88 0.05
0.06

0.89 to $1.10

In addition to a tax of [$0.07] $0.08 on each full dollar, a tax
shall be collected on each part of a dollar in excess of a full
dollar, in accordance with the [following] above formula [:

Amount of Sale Amount of Tax

$0.01 to $0.07 No additional tax
0.08 to - 0.21 $0.01

0.22 to 0.35 0.02

0.36 to 0.50 0.03

0.51 to - 0.64 0.04

0.65 to 0.78 0.05

0.79 to 0.92 0.06

0.93 to $1.07 0.07].

(cf: P.L.195y, ©.40, s.3)

3. Section 5 of P.L.1966, ¢.30 (C.54:32B-5) is amended to read
as follows:

5. Transitional provisions. a. (1) Except as otherwise
provided in this act, receipts received from all sales made and
services rendered on and after January 3, 1983 but prior to July
1, 1990, are subject to the taxes imposed under subsections (a),
(b), (c), and (f) of section 3 of this act at the rate, if any, in
effect for such sales and services on June 30, 1990, except if the
property so sold is delivered or the services so sold are rendered
on or aftér July 1, 1990 but prior to July 1, 1992, in which case
the tax shall be computed and paid at the rate of 7%; provided,
however, that if a service or mainténance agreement taxable
under this act covers any period commencing on or after January
3, 1983 and ending after June 30, 1990 but prior to July 1, 1992,
the receipts from such agreement are subject to tax at the rate,
if any, applicable to each period as set forth hereinabove and
shall be apportioned on the basis of the ratio of the number of
days faliing within each of the said periods to the total number of
days covered thereby.

(2) Except as otherwise provided in this act, receipts received
from_all sales made and services rendered on and after July 1,

1990 but prior to [uly 1, 1992, are subject to the taxes imposed
under subsections (a), (b). (c) and (f} of section 3 of this act at the

rate of 7%, except if the property so sold is delivered or the
services_so sold are rendered on or after July 1, 1992, in which
case_the -tax shall be computed and paid at the rate of 6%,
provided, however, that if a service or maintenance agreement
taxable under this act covers any period commencing on or after
July 1, 1990, and ending after july 1, 1992, the receipts from

such agre“dmem are subject to tax at the rate apgl_gcable to each
nod as set forth hereinabove and shall be apportioned on the

of L@ ratio of the number of days falling within each of the

to the total number of days covered there!
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b. (1) The tax imposed under subsection (d) of section 3 shall
be paid at the rate of 7% upon any occupancy on and after July 1,
1900 ‘but_prior to July 1, 1862, although such occupancy is

‘pursuant to a pricr cantract, lease or vther arcangement. If an

occupancy, taxable under this act, covers any period on or after
Jenuary 3, 1883 but prior ta July 1, 1960, the rent for the period
of occupancy prior to july 1, 1800 shall be taxed at the rate of
6%. If rent is paid on a weekly, monthly or other term basis, the
rent applicable to each period as set forth hereinabove shall be
apportioned on the basis of the ratio of the nuaber of days falling
within each of the said periods to the total number of days
covered thereby.

{2) The tax imposed under subsection (d) of section 3 shall be
paid_at the rate of 6% upon any occupancy on and after July 1
1992; although such occupancy is pursuant to a prior contract,
lease or other arrangement. If an occupancy, taxable under this

" act; covers any period on or after July 1, 1990 but prior to July 1,

1992, the rent for the period of occupancy prior to July 1, 1992
shall be taxed at the rate of 7%. If rent is paid on a weekly,

monthly or other term basis, the rent applicable to each period as
set forth hereinabove shall be apportioned on the basis of the
ratio of the number of days falling within each of the said periods
to the total number of days covered thereby.

c. (1) Except as otherwise hereinafter provided, the tax
imposed under subsection (e) of section 3 shall be applicable at
the rate of 7% to any admission to or for the use of facilities of a
place of amusement occurring on or after July [ 1990 but prior
to July 1, 1992, whether or not the admission charge has been
naid prior to [that date] July 1, 1990, unless the tickets were
actually sold and delivered, other than for resale, prior to July 1,
1990 anp the tax imposed under this act during the period January
3, 1983 through June 30, 1990 shall have been paid.

(2) Except as otherwise hereinafter provided, the tax imposed
under subsection (e} of section 3 shall be applicable at the rate of
6% to any admission to or for the vse of facilities of a place of
amusement occurring on or after July 1, 1992, whether or not the
admission -charge has been paid prior to that date, unless the
tickets were actually sold and delivered, other than_for resale,

prior to July 1, 1992 and the tax imposed under this act during
the period fuly 1, 1990 through December 31, 1990 shall have
been paid. -

d. L_) Sales made on and after ]uly 1, 1990 _bln prior to July 1,
1992 to contractors, subcontractors or repairmen of materials,
supplies, or services for use in erecting structures for others, or
building on, or otherwise improving, altering or repairing real
property of others shall be subject to the taxes imposed by
subsections (a) and (b) of section 3 and section 6 hereof at the
rate of 7%; provided, however, that if such sales are made for use
in performance of a contract which is either of a fixed price not
subject to change or modification, or entered into pursuant to the
obligation of a formal written bid which cennot be altered or
withdrawn, and, in either case, such contract was entered into or
such bngi was made on or after January 3, 1983 but prior to July 1,
1980, such sales shall be subject to tax at the rate of 6%, but the

N e e e T | Bl SR %
SRR Sk

AR SRR Y

5% b

TR EXTRFNRERICREE, J 18




WY

O ® DN b DN =

1

Al
6

vendar shull charge and «ollect fmm the purchaser a tax on such
sales at the rate of 7%, v
(2) Sales made on or after july 1, 1982 to contractors,

Migactgm or repairmen_of materials, supplies, or services
for use in erecting structures for others, or building on, or

shall ba subject ta the taxes imposed by subsections (a) and (b) of

section 3 and section 6 hereof at the rate of 6%; provided,
howevor, that if such sales are made for use in gerformance of a

contract which is either of a fixed price not subject to change or
modification, or entered into pursuant to the obligation of a
formal written bid which cannot be altered or withdrawn, and, in
either case, such contract was entered into or such bid was made
on or-after July 1, 1990, but prior to July 1, 1992, such sales shall
be subject to tax at the rate of 7%. "

e. As to sales other than those referred to in d. above, the
taxes imposed under subsections (a) and (b) of section 3 and
section 8 heraof, and the taxes imposed under subsection (f) of
section 3 and section 6 hereof, upon receipts received on or after
July 1, 1990 and on or before December 31, 1990, shall be at the
rate in effect on June 30, 1990, in case of sales made or services
rendered pursuant to a written contract entered on or after
January 3, 1983 but prior to July 1, 1990, and accompanied by a
deposit or partial payment of the contract price, except in the
case of a contract which, in the usage of trade, is not customarily
accompanied by a deposit or partial payment of the contract
price, but the’ vendor shall charge and collect from the purchaser

on such sales at the rate of 7%, which tax shall be reduced to the .

rate, if any, in effect on June 30, 1990, only by a claim for refund
filed by the purchaser with the director within 90 days after
receipt of said receipts and otherwise pursuant to the provisions
of section 20 of P.L.1966, c.30 (C.54:32B-20). A claim for refund
shall not be allowed if there has been no deposit or partial
payment of the contract price unless the claimant shall establish
by clear and convincing evidence that, in the usage of trade, such
contracts are not customarily accompanied by a deposit or partial
payment of the contract price.

f. (1) The taxes imposed under subsections (a), (b}, (c) and (f)
of section 3 upon receipts received on or after July 1, 1990 but
prior to July 1, 1992 shall be at the rate, if any, in effect on june
30, 1990 in the case of sales made. or services rendered, if
delivery of the property which was the subject matter of the sale
has been completed or such services have been entirely rendered
prior to July 1, 1890. ,

2) The taxes imposed under subsections {a {c) and of
section 3 upon receipts received on or after July 1, 1992 shall be
at the raté of 7% in the case of sales made or servicés rendered
where_delivery of the property which was the subject matter of
the sale has been completed or such services have been_entirely
rendered on or after July 1, 1980 but prior to July 1, 1992.

g. The director is empowered lo promiigate rules and
regulations to implement the provisions of this section,

(cf: P.L.1990, c.40, s.4)
4. Section 6 of P.L.1966, ¢.30 (C 54:32B-8) is amended to read
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as follows:

6. Imposition of compensating use tax, Uuless property or
services have alieady heen or will be subject to the sales tax
under this act, there is hareby imposed on and there shall be paid
by every person a use tax for the use within this State of [7%]
8%, - axc;.ept as otherwise exempted under tl.ls act, (A) of any
tangible personal property purchased at retail, (B) of any tangible
personal property manufactured, processed or assembled by the
user, if items of the same kind of tangible personal property are
affered  for sale by him in the regular course of business, or if
items of the same kind of tangible personal property are not
affered for sale by him in the regular course of business and are
used as such or incorporated into a structure, building or real
propertfy. (C) of any tangible personal property, however
acquired, where not acquired for purposes of resale, upon which
any taxable services described in paragraphs (1) and (2) of
subsection (b) of section 3 of P.L.1968, ¢.30 (C.54:32B-3) have
been 'performed, (D) of interstate or intrastate
telecommunications described in subsection (f) of section 3 of
P.L.1966, ¢.30, and (E) of advertising space in a
telecommunications user or provider directory or index. For
purposes of clause (A) of this section, the tax shall be at the
applicable rate, as set forth hereinabove, of the consider:tion
given or contracted to be given for such property or for the use
of such property, but excluding any credit for property of the
same kind accepted in part payment and intended for resale, plus
the cost of transportation, except where such cost is separately
stated in the written contract, if any, and on the bill rendered to
the purchaser. For the purposes of clause (B) of this section, the
tax shall be at the applicable rate, as set forth hereinabove, of
the price at which items of the same kind of .tangible personal
property are offered for sale by the user, or if items of the same
kind of tangible personal property are not offered for sale by the
user in the regular course of business and are used as such or
incorporated into a structure, building or real property the tax
shall be at the applicable rate, as set forth hereinahove, of the
consideration given or contracted to be given for the tangible
personal property manufactured, processed or assembled by the
user into the tangible personal property the use of which is
subject to use tax pursuant to this section, and the mere storage,
keeping, retention or withdrawal from storage of tangible
personal pmperty by the person who manufactured, processed or
assembled such property shall not be deemed a taxable use by
him. For purposes of clause (C) of this section, the tax shall be
at the applicable rate, as set forth hereinabove, of the
consideration given or contracted to be given for the service,
including -the consideration for any tangible personal property
transferred in conjunction with the performance of the service,
plus the cost of transportation, except where such cost is
separately stated in the written contract, if any, and on the bill
rendered to the purchaser. For the purposes of clause (D) of this
section, the tax shall be at the applicable rate on the charge
made by the telecoramunications service provider. For the
purposes of clause (E) of this section, the tax shall be at the
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applicable rate on the charge made by the advertising space
provider.

{ch P, L;1990, c.40, 5.5)

Section 31 of P.L.1880, c.106 (C.54:328-8.10) is amended to
d.as follows:

31, Receipts from sales of tangible personal property and

‘sarvices taxable under any municipal opdinance which was

adopted pursuant to P.L.1947, ¢.71 (C.40:48-8.15 et seq.) and was
in effect on April 27, 1866 are exempt from the tax imposed

under the Sales and Use Tax Act, subject to the following
 canditiona:

a. To the extent that the tax is or would be imposed under

- saction 3 of P.L.1986, .30 (C.54:32B-3) is greater than the tax

impgsed by such ordinance, such sales shall not be exempt under
this section; and ‘

b.. Irrespective of the rate of tax imposed by such ordinance,
such sales shall be exempt only to the extent that the rate of
taxation imposed by the ordinance exceeds 6%, except that the

' combined rate of taxation imposed under the ordinance and under
-~ this section shall not exceed [13%] 12%.

(cf: P.L.1990, c.40, 5.7)
6. This act shall take effect immediately but remain
inopgragive until July 1, 1992,

STATEMENT

i

‘This bill reduces the sales and use tax rate from 7% to 6% on
July 1, 1992,

e

Reduces the sales and use tax rate from 7% to 6% on July 1, 1992.

!
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keeping, retention or withdrawal from storage of tangible
personal property by the person who manufactured, processed or
assembled such property shall not be deemed a taxable use by
him. For purposes of clause (C) of this section, the tax shall be
at the applicable rate, as set forth hereinabove, of the
consideration given or contracted to be given for the service,
including the consideration for any tangible personal property
transferred in conjunction with the performance of the service,
plus the cost of transportation, except where such cost is
separately stated in the written contract, if any, and on the bill
rendered to the purchaser. For the purposes of clause (D) of this
section, the tax shall be at the applicable rate on the charge
made by the telecommunications service provider. For the
purposes of clause (E) of this section, the tax shall be at the
applicable rate on the charge made by the advertising space
provider.

(cf: P.L.1990, c.40, s.5)

5. Section 31 of P.L.1980, c.105 (C.54:32B-8.19) is amended to
read as follows:

31. Receipts from sales of tangible personal property and
services taxable under any municipal ordinance which was
adopted pursuant to P.L.1947, c.71 (C.40:48-8.15 et seq.) and was
in effect on April 27, 1966 are exempt from the tax imposed
under the Sales and Use Tax Act, subject to the following
conditions:

a. To the extent that the tax is or would be imposed under
section 3 of P.L.1966, ¢.30 (C.54:32B-3) is greater than the tax
imposed by such ordinance, such sales shall not be exempt under
this section; and

b. Irrespective of the rate of tax imposed by such ordinance,
such sales shall be exempt only to the extent that the rate of
taxation imposed by the ordinance exceeds 6%, except that the
combined rate of taxation imposed under the ordinance and under
this section shall not exceed [13%] 12%.

(cf: P.L.1990, c.40, s.7)

6. This act shall take effect immediately but remain

inoperative until July 1, 1992.

STATEMENT

This bill reduces the sales and use tax rate from 7% to 6% on
July 1, 1992.

Reduces the sales and use tax rate from 7% to 6% on July 1, 1992.



ASSEMBLY APPROPRIATIONS COMMITTEE

STATEMENT TO

ASSEMBLY, No, |
STATE OF NEW JERSEY

DATED: MARCH 16, 1992

The Assembly Appropriations Committee reports favorably
Assembly Bill No. 1.

Assembly Bill No. 1 reduces the sales and use tax rate from 7
percent to 6 percent, effective July 1, 1992. This bill will also
establish language for transitional regulations and procedures to
assure the proper collection of the correct tax at the time of the
rate change.

Additionally, the bill amends section 31 of P.L.1980, ¢.105
(C.54:32B-8.19) to assure continuity in the rate of the Atlantic City
luxury sales tax.

This bill was reported from the Assembly Policy and Rules
Committee on February 13, 1992 and then second referenced to this
committee.

FISCAL IMPACT:

The Governor's FY 1993 budget document projects sales tax
receipts of $4.255 billion. At this level, a one percentage point
reduction in the tax rate would equate to a revenue loss of

approximately $608 million. The actual loss could be slightly less
or more than this amount.



ASSEMBLY POLICY AND RULES COMMITTEE
STATEMENT TO

ASSEMBLY, No. 1
STATE OF NEW JERSEY

DATED: FEBRUARY 13, 1992

The Assembly Policy and Rules Committee reports Assembly
Bill No.1, favorably.

Assembly Bill 1 amends sections 3, 4, 5, and 6 of P.L.1966, ¢.30
(C.54:32B-3 through C.54:32B-6, inclusive) to reduce the "sales and
use tax" rate from 7% to 6%, effective July 1, 1992, and to
establish transitional regulations and procedures to assure the
proper collection of the correct tax at the time of the rate change.

The bill also amends section 31 of P.L.1980, ¢.105
(C.54:32B-8.19) to assure continuity in the rate of the Atlantic City
luxury sales tax.

It is the committee's recommendation that Assembly Bill No.1
be second referenced to the Assembly Appropriations Committee
for fiscal review and consideration.



SENATE BUDGET AND APPROPRIATIONS COMMITTEE

STATEMENT TO

ASSEMBLY, No, 1
STATE OF NEW JERSEY

DATED: MARCH 30, 1992

The Senate Budget and Appropriations Committee reports
favorably Assembly Bill No. 1.

Assembly Bill No. 1 reduces the sales and use tax rate from 7
percent to 6 percent, effective July 1, 1992. This bill will also
establish language for transitional regulations and procedures to
assure the proper collection of the correct tax at the time of the
rate change.

Additionally, the bill amends section 31 of P.L.1980, c¢.105
(C.54:32B-8.19) to assure continuity in the rate of the Atlantic City
luxury sales tax.

This bill is identical to Senate Bill No. 1.

FISCAL IMPACT.

The Governor's FY 1993 budget document projects sales tax
receipts of $4.255 billion. The Office of Legislative Services
projects FY 1993 sales tax receipts of $4.175 billion. At those
levels, a one percentage point reduction in the tax rate would
equate to a revenue loss of approximately $600 million.



FISCAL NOTE TO

ASSEMBLY, No. 1
STATE OF NEW JERSEY

DATED: March 25, 1992

Assembly Bill No. 1 of 1992 reduces the sales and use tax rate
from 7 percent to 6 percent effective July 1, 1992. The bill also
contains transitional provisions to assure that the correct tax
amount is charged on transactions occurring at the time of the rate
change.

The Division of Taxation in the Department of the Treasury
estimates a loss of sales tax revenue to the State of $608 million in
FY 1993. This represents one-seventh of the anticipated FY 1993
tax yield of $4.256 billion at the current 7 percent rate. The
division expects the FY 1994 loss to increase by 5 percent to $638
million.

The Office of Legislative Services (OLS) concurs with the
general magnitude of these estimates at this time. The FY 1993
loss could vary slightly, depending on final collections for the
current (FY 1992) fiscal year and alternative economic growth
projections for next year's sales tax revenues. The division's
estimate for FY 1994 is more speculative, as is any outyear tax
projection. The 5 percent growth factor is essentially the same
growth rate the Executive is suggesting for FY 1993 as well.

This fiscal note has been prepared pursuant to P.L.1980, c.67.
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ASSEMBLY BILL NO. 1 -J

To the General Assembly:

Pursvant to Article V, Sectica I, Paragraph 14 of the
Constitution, I am returning Assembly Bill No. 1 with my sugqistions
for reconsideration.

I would like nothing better than to.sign this bill today, but I
cannot blindly sign a $600 million ¢ut, Before the lagislature
passed this bill, I expressed my support for reducing the sales
tax. But I also said that I wanted to see the Legislature’s plan
for making up the $600 million shortfall this hill would cause. It
is impossible to responsibly judge such a significant revenue loss
without kneowing what vital programs the Legislature intends ¢to
sacrifice, And it is impossihle for me to tell the cit&zons of this
State how this bill will affect them if I sign (¢ todayi

I was hopeful when thié bill was passed that ﬁho inqialaturo
would present its plan before the pariod expired for ﬁc to take
action. I promised that I would review that plan, and:that it it
was acceptable -~ if 1t was consistent with our mcstjiuportant
obligations to the citizgns of this State == I would lién ie.

Unfortunately, the Legislature has failed to thOQL vhat it
intends to do. It hasltailed to indicate -- either by passing a
budget, or by communicating to the people -~ how it intcndl to
responsibly address a $600 million leoss in revenus. Iﬁ has falled
to reveal how it/ intends to produce & budget that is t}scally sound
and which continues to invest wisely and efficiently i# the State’s
social and ec¢onomic future. Llast week I met with Sonﬁto President
DiFrancesco and Assembly Speaker Haytaian, and I askn@ thes once
again to disclose what they intended to do. They int&rntd ne that
they will reveal their pian in June.

By failing to disclose its intentions, the legislature has asked
@e to sign this bill in the dark, without knowing whetper the result
of my action will be fiscal chaos, higher transit fares, higher

college tuitions, higher property taxes, reductions in programs to
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protect the environment, disruptions in government services, or
reductions in lav enforcement. BY fﬂiiiné to disclose its plan, the
Legislature has therefore put us in a difficult pesition. The
citizens of this State want tax relief, yes, but they demand ~- and
deserve -- an ansver toc one simple qucséicn: who gets hurt? They
have a right to know. The Legislature has an obligation to tell
us. That is the least it should de.

As I indicated in my budget umessage to the legislature in
January, I share the lLaegislature’s desite to reduce the tax burden
on our citizens by reducing the sales tax., We had to raise the
sales tax to 7% in 1990 to bkalance tho budget, after inheriting a
deficit that was compounded by the onset of what has become the
longest naticnal recession since the Gieat Depression. As desirable
as a rollback might appear, it would be irresponsible of us to
reduce this tax novw, before we know the consagquences of that
action. Becauszse the Legislature has failed to reveal its plan for
presenting a sound and balanced budget, I simply cannot conclude
that now is the time to reduce this tax. |

This bill would reduce the sales tax in New Jersey from 7% to
6%, effective July 1, 1992, the first day of the next fiscal year,
1t onacﬁcd as written, this bill would eliminate over $600 million
in recurring revenue for the upceming fiscal year, as well as for
future fiscal years. In order for the legislature to present ne
with a balanced FY 93 budget ~=- as it is constitutionally required
to do =-- the Legislature nust make up.this difference, either:
through new thonuos, or through substantial cuts in government
sarvices, Nowhere doen.this bill indicate vhat the legislature
intends to do.

In recent weaeks, in face-to-face discussions across this State,
our citizens have asked me again and again whether the govermaent
understands the depth of the problems thay see every day in our
towns, in our neighborhoods, and in our schools. The citizens of

this State want action: t©o make our neighborhoods safe and secure;
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to. make this State’s educational systeam work for our childrqq: to
ensure that the only qualification for realizing the dream of a
college education is the ability to learn, not the ability to pay:
to protect our cherished environment from those who wbuld sguandayr
it; to mend our infrastructure; to keep property taxes down; and to
provide care for our sick, our disabled, and our children.

In responding to this urgent call for action, we must carefully

balance the desire to reduce government services against the
pressing need to invest now in the St;fg'l future. And ve nust
rasist the seductive idea that we can achieve these goals without
making choices.

Without knewing how the Legislature intends to bridge the gap
this rollback will create, I cannot sign this bili today. As
Governor, therefore, I am returning this bill ﬁo the leglslature and
recommending that it allow this sales tax reduction tb take effect
only when a budget is enacted that meets a few basic standards.

First, and foremost; that budget nust be balanced wvith an
appropriate operating surplus. I cannot tolerate any action that
would undermine the sclvency of this State, or whieh weuld
jacpardize this State’s excellent bond rafinq.

Second, that budget must contain full funding -~ as recommended
in my FY 93 budget message -- for items that represent sows of this
State’s mnmost importanttcomnitmonti. They include: aid to our
school districts, because we nust continﬁc our efforts to fulfill
ocur educational promises to our . children; tuition stabilization,
because we must keep the doors to higher education open teo all who
have the ability to succeed; homestead rebates, because it would de
unfair to shift this sales tax reduction onto the backs of
hemeowners; aid to New Jersey Transit, because our econcmy and our
environment depend upon an affordable systenm of purlie
transportation; shore protection, because we cannot delay our
response to this profound environmental need; and suppert %o
children, the blind, the physically di;ablod, and other vulnerable
citizens of this State who deserve to liyo their lives with dignity

and self-respect,



HUG-E34-1332 2124 FROM LEGIS.SERVICES-CORI-L IS T 47981 F.as

4

STATE OF NEW JERSEY
EXECUTIVE DEPARTMENT

* The action I take today would allow the reduction in the sales
tax to take place, The Legislature need only concur in my
reconpendations, and then consider thae rollback as it deliberates
over next year’s budget. If it produces a budget that is balanced,
which respects the reccumendations I have made, and which Jdoes not
undermine the State’s fundamental obligations, then I will sign that
budget, and the sales tax will be reduced to 6%,

'an note of caution. In reacting to this message, I urge the
Laegislature to consider these cance:n; carefully and not rush
headlong into action simply to vindicate a political pledge. I urge
caution because I believe that the sales tax reduction should not be
considered in a vacuum, but in the context of the entire budget
preocess and human agenda for cur State.

Therefore, I herewith return Asscmbiy Bill No. 1 and recommend
that it be amended as follows:

Page 8, Section 6 Lineg 36-37: After "effect" delete in its
entirety and insert "upcn the enactment of an annual appropriations

act for the fiscal ycéi commencing July 1, 1992 that:

(a) Provides for a balanced budget within the revenues ceftified
by the Governer, wiPh positive halances in the General Fund, the
Property Tax Relief Mund, and the Casine Revenue Mund, including
$226,000,000 in the General Fund:

(k) Inclu&esA a State aid appropriation of $6,243,714,000,
including the following itens:

(1) Schoecl aid at $4,585,636,0007

(2) Municipal aid at $947,000,000;

(3) County College aid at $107,488,000;

(4) Econemic assistance to children at $266,000,000;

(5) Economic assistance to the aged, blind, and disabled at

$49,000,000; |
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(¢) Includes a Grant-in-Aid appropriation of $3,8%2,690,000,
including the following items of appropriation:
(1) Property tax rebates or credits at $685,000,000;
(2) Medical assistance to children, the aged, the blind,
and the disabled at $1,646,800,000¢
(3) Community care programs. . for children, the
developmentally disabled, the mentally {11 at $504,093,000;
(4) Tuition aid assistance, tuition stadilization, and
other aid to cclleges and universities at $20%,871,000;
(5) Ald to New Jersey Transit at $277,200,000;
(6) State prisoners at county c¢orrectional facilities at

$73,815,000;

(d) Maintains the following programs operated by the State:
(1) Operations of institutions for the developmentally
disabled and the mentally ill at $480,381,000¢
(2) Operation of Correctional facilities at $%561,100,000;
(3) Operation of state c¢olleges and universities at
$703,192,000;
(4) Operation of nursing homes for veterans at $40,311,000;

(e¢) Includes funding for State debt service;

(¢) Provides State funding for federally mandated prograns,

including social security;
(g) Provides appropriations for shore protection of $15,000,000;

(h) And, further, that upon receiving the Fiscal Year 1993
Appropriations Act from the Legislature, the Director of the
Division of Budget and Accounting certifies to the Governor and
to the Legislature in writing within 10 days after the enactment
of the fiscal year 1993 Appropriations Act into law that the act

conforms te each of these conditions."
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Pags 8: A4d nev section 7 to read:

w7, Provided, further, that this .act shall remain inoperative
until July 1, 1992, or until the delivery of the certification by
the Director of the Division of Budget and Accounting as provided

above, whichever shall later occcur."

Respectfully,
/8/ * James J. Florio
GOVERNOR |

(seal]

Attest:
/8/ M. Robert DeCotiis

Chief Counsel to the Governor
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