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SUMMARY

The Supreme Court of New Jersey held that contract bond proceeds used to fund general State
operating expenses do not constitute “revenue” under Article VIII, Section 2, paragraph 2 of the New
Jersey Constitution and therefore cannot be used to balance the annual budget. The Court applied that
holding prospectively, allowing the bond sales authorized for Fiscal Year 2005 and preserving prior
bond authorizations. The Court did not revisit the Debt Limitation Clause because it had addressed

that issue in earlier litigation.
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QUESTIONS PRESENTED

1. Whether contract bond proceeds used to fund general operating expenses constitute revenue under
Article VIII, Section 2, paragraph 2 of the New Jersey Constitution's Appropriations Clause.

2. Whether the judiciary should decline to decide the revenue issue because defining revenue falls

exclusively within the executive branch.

3. Whether the challenged contract or appropriations debt violated the Debt Limitation Clause absent voter
approval.

HOLDINGS

1. Contract bond proceeds used to fund general expenses in the State budget are not revenue under Article
VIII, Section 2, paragraph 2 of the New Jersey Constitution and cannot be used to balance the State's

annual budget.

2. The court had a constitutional and judicial obligation to resolve the dispute over the meaning of revenue;

the issue was not exclusively committed to the executive branch.

3. The court did not revisit the Debt Limitation Clause issue because its resolution was unnecessary to the

disposition of the case and the court had previously addressed the relevant question.

KEY QUOTATIONS

“contract bond proceeds used to fund general expenses in the State budget do not constitute "revenue" for
purposes of Article VIII, Section 2, paragraph 2 of the New Jersey Constitution (the Appropriations Clause),
and cannot be used to balance the annual budget.” (180 N.J. at 590-91)

“The requirement that the State enact a balanced budget each fiscal year "cannot in any sense be regarded as
merely providing governmental housekeeping details, necessary and important but not truly vital."” (180 N.J.
at 595)

“borrowed monies, which themselves are a form of expenditure when repaid, are not income (i.e., revenues)
and cannot be used for the purpose of funding or balancing any portion of the budget pertaining to general

costs without violating the Appropriations Clause.” (180 N.J. at 598-99)

FACTUAL BACKGROUND

For Fiscal Year 2005, the Legislature and executive branch adopted an appropriations act and related
securitization legislation authorizing more than $1.9 billion in bond proceeds for lawful purposes, including
ordinary operating expenses of State government. The New Jersey Economic Development Authority was

authorized to issue the bonds and transfer the proceeds to the State General Fund, while repayment depended on



future legislative appropriations. The Governor certified the expected bond proceeds as anticipated revenue;

without counting them as revenue, the budget would show an approximately $1.5 billion deficit.
PROCEDURAL HISTORY

The Law Division ruled against plaintiffs on both the Appropriations Clause and Debt Limitation Clause issues.
The Supreme Court granted direct certification and dismissed as moot plaintiffs' related motion to stay issuance
of the bonds after the State represented that no bonds would be issued before the court's anticipated decision.
The Supreme Court reversed the Law Division judgment in part, holding that its revenue ruling would operate

prospectively only.
DISPOSITION

reversed
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