FISCAL YEAR 2025-2026

ANALYSIS OF THE NEW JERSEY BUDGET

INTERDEPARTMENTAL
ACCOUNTS

Prepared by the

NEW JERSEY LEGISLATURE
OFFICE OF LEGISLATIVE SERVICES

May 2025



NEW JERSEY STATE LEGISLATURE

SENATE BUDGET AND APPROPRIATIONS COMMITTEE

Paul A. Sarlo (D), 36th District (Part of Bergen and Passaic), Chair

Linda R. Greenstein (D), 14th District (Parts of Mercer and Middlesex), Vice-Chair
Carmen F. Amato Jr. (R), 9th District (Part of Ocean)

Renee C. Burgess (D), 28th District (Parts of Essex and Union)

John J. Burzichelli (D), 3rd District (All of Salem and parts of Cumberland and Gloucester)
Nilsa I. Cruz-Perez (D), 5th District (Parts of Camden and Gloucester)

Patrick J. Diegnan Jr. (D), 18th District (Part of Middlesex)

Gordon M. Johnson (D), 37th District (Part of Bergen)

Declan J. O’Scanlon Jr. (R), 13th District (Part of Monmouth)

M. Teresa Ruiz (D), 29th District (Parts of Essex and Hudson)

Douglas J. Steinhardt (R), 23rd District (Parts of Hunterdon, Somerset and Warren)
Michael L. Testa Jr. (R), 1st District (All of Cape May, and parts of Atlantic and Cumberland)
Andrew Zwicker (D), 16th District (Parts of Hunterdon, Mercer, Middlesex and Somerset)

GENERAL ASSEMBLY BUDGET COMMITTEE

Eliana Pintor Marin (D), 29th District (Parts of Essex and Hudson), Chair

Ellen J. Park (D), 37th District (Part of Bergen), Vice-Chair

Al Barlas (R), 40th District (Parts of Bergen, Essex and Passaic)

Aura K. Dunn (R), 25th District (Parts of Morris and Passaic)

Roy Freiman (D), 16th District (Parts of Hunterdon, Mercer, Middlesex and Somerset)
Yvonne Lopez (D), 19th District (Part of Middlesex)

Nancy F. Munoz (R), 21st District (Parts of Middlesex, Morris, Somerset and Union)
Carol A. Murphy (D), 7th District (Part of Burlington)

Verlina Reynolds-Jackson (D), 15th District (Parts of Hunterdon and Mercer)
Gabriel Rodriguez (D), 33rd District (Part of Hudson)

Brian E. Rumpf (R), 9th District (Part of Ocean)

Gary S. Schaer (D), 36th District (Parts of Bergen and Passaic)

Gerry Scharfenberger (R), 13th District (Part of Monmouth)

William W. Spearman (D), 5th District (Parts of Camden and Gloucester)

Michael Venezia (D), 34th District (Part of Essex)

OFFICE OF LEGISLATIVE SERVICES

Thomas Koenig, Legislative Budget and Finance Officer
Kim M. Clemmensen, Assistant Legislative Budget and Finance Officer

Michael F. Feld, Director, Central Staff
Raysa Martinez Kruger, Section Chief, State Government Section

This report was prepared by the State Government Section of the Office of Legislative Services
under the direction of the Legislative Budget and Finance Officer.
The primary authors were Anna Harris and Camryn P. Mathews.

Questions or comments may be directed to the OLS State Government Section (Tel. 609-847-3890)
or the Legislative Budget and Finance Office (Tel. 609-847-3105).



INTERDEPARTMENTAL ACCOUNTS

Budget Pages ....... C-7, C-15, C-27, C-29, and D-445 to D-461

FISCAL SUMMARY ($000)
Adjusted Recommended Percentage
Expended Appropriation Appropriation Change
FY 2024 FY 2025 FY 2026 FY 2025-2026
State Budgeted $6,876,101 $7,449,920 $7,779,605 4.4%
Federal Funds $1,241 $0 $0 -—
All Other Funds $403 $1,209 $358 (70.4%)
Grand Total $6,877,745 $7,451,129 $7,779,963 4.4%

PERSONNEL SUMMARY - POSITIONS BY FUNDING SOURCE

Percentage

Actual Revised Funded Change

FY 2024 FY 2025 FY 2026 FY 2025-2026

State Budgeted 0 0 0 —_—
Federal Funds 0 0 0 .
All Other Funds 0 0 0 .
Total Positions 0 0 0 —

FY 2024 (as of December) and revised FY 2025 (as of January) personnel data reflect actual payroll counts.
FY 2026 data reflect the number of positions funded.

Link to Website: https://www.njleg.state.nj.us/budget-finance/governors-budget
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Interdepartmental Accounts FY 2025-2026

Highlights

Total Appropriations. The FY 2026 Governor’s Budget recommends appropriating $7.78
billion for Interdepartmental Accounts, which is a $328.8 million (4.4 percent) increase from
the FY 2025 adjusted appropriation of $7.45 billion.

FY 2026 Interdepartmental Accounts Budget  ($ Millions)

Employee Benefits 5 6,577.4
Property Rentals 5 504.1
Salary Increases and Other Benefits 5 251.8
Other Interdepartmental Accounts 5 183.9
Aid to Independent Authorities 5 105.6
Open Space Preservation Program 5 95.0
Statewide Capital Projects 5 59.1
Total S 7,779.9

Arbitrage Rebate. The FY 2026 Governor’s Budget newly proposes to appropriate $149.4
million for an arbitrage rebate owed to the federal government related to the 2020 New
Jersey COVID-19 General Obligation Emergency Bonds. Generally, issuers of federally tax-
exempt debt obligations are required to rebate any arbitrage earnings from the debt
issuances to the federal government. Arbitrage earnings accrue whenever proceeds from a
federally tax-exempt debt issuance are used to achieve investment returns in excess of the
yield of the debt issuance.

Existing and Anticipated Leases. For FY 2026, the Governor recommends a net reduction
of $24.9 million in the appropriation for existing and anticipated leases. The largest
component of the net reduction is a new $20.0 million deduction for cost efficiencies from
the anticipated implementation of public notice reform. The reform is necessitated by the
closure of statewide news print publication services which were historically used by the
State to publish public notices.

Tort Claims Liability Fund. The FY 2026 Governor’s Budget recommends an appropriation
of $56.0 million for the Tort Claims Liability Fund, representing a reduction of $334.2
million, or 85.7 percent from the FY 2025 adjusted appropriation. The decrease is due to
the non-renewal of a supplemental FY 2025 appropriation to pay tort claims under P.L.2019,
¢.120, which removed a temporal bar to bringing claims for injuries resulting from sexual
abuse against public entities.

Health Care Benefits. The FY 2026 Governor’s Budget recommends a total of $4.58 billion
to pay for the cost of coverage for health care benefits of active and retired public sector
employees in the Interdepartmental Accounts budget and retirees in the Department of
Treasury and the Department of Education. This amount is 8.4 percent, or $353.4 million,
higher than the FY 2025 adjusted appropriations. The State Treasurer identified the growing
cost of health care services and the increasing utilization of GLP-1 diabetes and weight-loss
drugs as well as specialty drugs as cost drivers during her April 2025 testimony.

FY 2026 Employee Health Benefits Recommendations ($000)

Program FY 2025 Adjusted FY 2026 Recomm. Change (%) Change (%)
Active Health Benefits

Interde partmental Accounts 5 1,830,299 5 2,015,146 S 184,847 10.1%
Post-Retirement Medical

Interde partmental Accounts 5 771,074 5 850,569 5 79,495 10.3%

Education 5 1,527,879 5 1,611,485 S 583,606 5.5%

Treasury 5 96,014 S 101,418 S 5,404 5.6%
Total $ 4,225,266 $ 4,578,618 § 353,352 B8.4%
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Interdepartmental Accounts FY 2025-2026

Highlights (Cont’d)

e Pensions. The FY 2026 Governor’s Budget recommends a $6.11 billion appropriation for
employer contributions to the defined benefit State-administered retirement systems, net of
Lottery Enterprise contributions. This is a $71.7 million, or 1.2 percent, increase over FY
2025 and would represent the fifth consecutive annual payment equal to 100 percent of the
actuarially determined contribution. The FY 2026 Lottery contribution is projected at $1.14
billion bringing total contributions to the State-administered retirement systems to $7.24
billion in FY 2026. The FY 2026 funded ratio is 54.0 percent.

e Salary Increases and Other Benefits. The Governor recommends funding of:
o $208.0 million for Executive Branch compensation increases, or $55.0 million more
than the $153.0 million appropriated for this purpose in FY 2025;
o an unchanged $32.8 million for Judicial Branch compensation increases; and
o an unchanged $11.0 million for unused sick leave payments.

e New Jersey Sports and Exposition Authority — International Events, Improvements and
Attraction. The Executive proposes a $20.0 million reduction to $10.0 million in this
appropriation, which primarily supports improvements to MetLife Stadium in preparation
for the 2026 FIFA World Cup. The reduction reflects a general and broad-based policy of
reducing or eliminating appropriations for discretionary programs across the State budget.

e Medical Malpractice Self-Insurance Fund for Rutgers, Rowan, and University Hospital. The
FY 2026 Governor’s Budget recommends funding of $20.0 million for the Medical
Malpractice Self-Insurance Fund for Rutgers, Rowan, and University Hospital, a decrease of
$18.8 million, or 48.5 percent, reflecting anticipated payments of medical malpractice
settlements in FY 2026.

e Replacement Vehicles. The FY 2025 Appropriations Act included $15.0 million to replace
vehicles in the State’s fleet. The Administration proposes the elimination of the funding in
FY 2026.

e Utilities and Other Services. The Governor recommends an appropriation of $68.4 million
for Utilities and Other Services. This is an $8.8 million increase over the adjusted
appropriation for FY 2025, inclusive of an $8.1 million supplemental appropriation. The
Administration attributes the increases to higher electricity costs at State buildings as well as
a contractual increase with the State’s energy management services provider.

e New Jersey Debt Defeasance and Prevention Fund. The dedicated, off-budget New Jersey
Debt Defeasance and Prevention Fund currently carries an uncommitted balance of
approximately $529.5 million. The Governor recommends using $497.1 million thereof in
FY 2026 for the purposes listed below, which would leave $32.4 million in the fund.

The Governor's Proposed FY 2026 Uses of New Jersey Debt Defeasance and Prevention Fund Resources

Ceneral Fund Support % 250,000,000

Corrections - Replacement of Edna Mahan Correctional Facility for Women % 222 000,000

Capital Projects Recommended by Commission on Capital Budeet and Planning % 25,100,000
b




Interdepartmental Accounts FY 2025-2026

Highlights (Cont’d)

e Statewide Capital Projects. The FY 2026 Governor’s Budget recommends total General
Fund appropriations of $59.1 million and total Debt Defeasance and Prevention Fund
appropriations of $25.1 million for capital construction projects. Relative to FY 2025, the
Governor recommends a $17.1 million increase in the Capital Improvements, Contingency
appropriation, which sets aside a contingency reserve to advance capital projects that
experience cost overruns relative to their initial project budgets.

Summary of Appropriations for Capital Construction Projects - General Fund
FY 2023 FY 2024 FY 2025 FY 2026
Adjusted Recommended

Budget Line
Capital Improvements, Contingency 5 3,000 % 9000 % 9000 % 26,100
Capital Improvements, Statewide 5 62,072 % 56,611 % - 5 -
Capital Security Projects s 5,000 S 5,000 S 5,000 S 2,000
Life, Safety, Emergency and IT Projects, Statewide | % 21,000 % 31,000 S 31,000 S 31,000
Total Appropriations - General Fund 5 91,072 % 101,611 % 45000 % 59 100
MNote: In FY 2025 and FY2026, $38.7 million and $25.1 million, respectively, in Capital Improvements,
Statewide projects are funded through the Debt Defeasance and Prevention Fund.




Interdepartmental Accounts

FY 2025-2026

Fiscal and Personnel Summary

FUNDING BY SOURCE OF FUNDS ($000)

. Adi ]
Expended = Expended | Approp. Recom. | Percentage Change

FY2023|  FY2024  FY2025 FY 2026 | FY 2024-26 | FY 2025-26

State Budgeted Total $6,892,566 | $6,876,101 | $7,449,920 | $7,779,605 13.1% 4.4%
General Fund Total $6,847,118 | $6,830,797 | $7,435,643 | $7,765,369 13.7% 4.4%
Direct State Services $4,850,905 | $5,071,969 | $5,617,322 | $5,884,102 16.0% 4.7%
Grants-In-Aid $1,471,516 | $1,641,181 $1,675,292 | $1,724,140 5.1% 2.9%
State Aid $0 $0 $0 $0 — —
Capital Construction $524,697 $117,647 $143,029 $157,127 33.6% 9.9%
Debt Service $0 $0 $0 $0 — —

Property Tax
Relief Fund Total $45,448 $45,304 $14,277 $14,236 (68.6%) (0.3%)
Direct State Services $0 $0 $0 $0 — —
Grants-In-Aid $14,231 $14,228 $14,277 $14,236 0.1% (0.3%)
State Aid $31,217 $31,076 $0 $0 (100.0%) —
Casino Revenue Fund $0 $0 $0 $0 - -
Casino Control Fund $0 $0 $0 $0 -— -—
Federal Funds $0 $1,241 $0 $0 (100.0%) -—
Other Funds $384 $403 $1,209 $358 (11.2%) (70.4%)
Grand Total $6,892,950 | $6,877,745 | $7,451,129 | $7,779,963 13.1% 4.4%
PERSONNEL SUMMARY - POSITIONS BY FUNDING SOURCE
1 Revised ded p ang

| 024 | 026 024-26 ( 6

State 0 0 0 0 o -—
Federal 0 0 0 0 -— —
All Other 0 0 0 0 -— -—
Total Positions 0 0 0 0 - —

FY 2023 (as of December), FY 2024 (as of December) and revised FY 2025 (as of January) personnel data reflect actual payroll counts.
FY 2026 data reflect the number of positions funded.

Actual ‘

AFFIRMATIVE ACTION DATA

Actual ‘

Revised ‘

Funded
FY 2026

Percentage Change

FY 2024-26

Minority Percentage

FY 2023 |

FY 2024 |

FY 2025 |

FY 2025-26 |




Interdepartmental Accounts FY 2025-2026

Budget Brief: State Employer Pension Contributions and Funded Ratios
Budget Pages .... D-454 to D-458

The FY 2026 Governor’s Budget recommends an increase of $71.7 million, or 1.2 percent, —-
from $6.04 billion in FY 2025 to $6.11 billion in FY 2026 — in appropriations for employer
contributions to the defined benefit State-administered retirement systems, net of Lottery
Enterprise contributions, in the Interdepartmental Accounts, Department of Education, and the
Department of Treasury budgets. This would represent the fifth consecutive annual payment
equal to 100 percent of the actuarially determined contribution, not taking into account the
additional $505.0 million included in the employer contribution in FY 2022. The FY 2026
Lottery contribution is recommended at $1.1 billion bringing total employer contributions to the
State-administered retirement systems to $7.2 billion in FY 2026, a 1.1 percent increase over FY
2025.

Pension Funding
FY 1995 to FY 2026
(% Billion)

995

996

997

998

999

000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026

Fiscal Year |

Defined Be nefit Contribution Actuarnal Determined Contribution

Timeline of Funded Ratios

Based on the most recent fund projections, if the State makes the full actuarially determined
contribution over the next 15 years, all else being equal, the funded ratio of the combined State-
administered retirement system would reach 80 percent in valuation year 2040 (FY 2042). That
percentage is the threshold at which cost-of-living adjustments could be restored if the system or
systems can maintain the target funded ratio going forward. Under current law, cost-of-living
adjustments can only be reinstated after a system reaches the 80 percent target funded ratio and
the actuary certifies that the system has the ability to maintain that ratio in perpetuity.

The annual increase in the funded ratio over the time frame is estimated to average 2.1 percent.
The current projection of the annual employer contribution at 100 percent of the actuarially
determined contribution hovers around $6.2 billion through FY 2042 (not including the lottery
contribution). The funded ratio of the combined State-administered Retirement System —State is
projected to increase from 54 percent in FY 2026 to 80 percent in FY 2042. The Individual
systems have unique attainment dates.
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Interdepartmental Accounts FY 2025-2026

Budget Brief: Employer Pension Contributions by the State and Funded
Ratios (Cont’d)

Projected Funded Ratio
85.00%
BO.0% ™
75.00 »
70.0% .®
65.0% s ®
60.0% ®
55.00% e g ®
50.00%

45.0%
2015 2020 2025 2030 2035 2040 2045

@ Funded Ratio

Target Funded Ratio

FY 2026 Target

State Funded Ratio  Funded Ratio Attainment of Target Funded Ratio
Public Employees’ Retirement System 450%  80.0% FY 2045
Teachers' Pension and Annuity Fund 58.0%  80.0% FY 2040
Police and Firemen's Retirement System 420%  80.0%* FY 2053*
State Police Retirement System 57.0%  80.0% FY 2042
Judicial Retirement System 35.0%  80.0% FY 2048

Local
Public Employees’ Retirement System 70.0%  80.0% FY 2038
Police and Firemen's Retirement System 72.0%  80.0%* FY 2035*
* The Board of Trustees of the Police and Firemen’s Retirement System has the authority torestore the cost-of-living

adjustment prior to the system attaing the target funded ratio.




Interdepartmental Accounts FY 2025-2026

Budget Brief: The Status of State Health Benefits for Public Employees

Budget Pages .... D-125 to D-126, D-395, D-426, D-456 to D-457

State health benefits for public employees are allocated to three sections of the budget:
Interdepartmental Accounts, the Department of Education, and the Department of the Treasury.
Interdepartmental Accounts includes appropriations for health benefits for active and retired
employees of the State and the public institutions of higher education. The Department of
Education budget shows funding for post-retirement medical benefits for teachers. The
Department of the Treasury budget, in turns, funds post-retirement medical costs for county
colleges, and additional amounts to fund certain Police and Firemen Retirement System post-
retirement medical costs.

In FY 2026, some $4.6 billion is recommended to pay for the cost of State health benefits for
public employees. Combined post-retirement medical benefits in the three departments
comprise the largest portion of total State health benefits costs.

Total State Health Benefits Expenditures by
Budget Section

= Interdepartmental Accounts
State Active Employees

Interdepartmental Accounts
State Retired

= Department of Education
Retired Teachers

= Department of Treasury
Retired Local Employees
State Share

The FY 2026 Governor’s Budget recommends an average increase in total State health benefits
appropriations of 8.4 percent over FY 2025. Updated Mid-Year Experience Reports indicate that
combined active and retiree plan costs are expected to be 3 percent higher in plan year 2024
and 2.3 percent higher in plan year 2025 than the projections upon which the FY 2026
Governor’s Budget is built. This will affect the FY 2025 adjusted and FY 2026 recommended
appropriations for public employee health benefits.

The State’s health benefits actuary attributes the unexpected cost growth to larger-than-expected
increases in membership, the utilization of outpatient and doctors’ office visits and medical
services cost inflation. Prescriptions for diabetes and weight loss drugs are also a factor.



Interdepartmental Accounts FY 2025-2026

Budget Brief: The Status of State Health Benefits for Public Employees (Cont’d)

Since 2018, total State health benefit costs have increased by 42.2 percent, or at an annualized
growth rate of 4.8 percent.

State Health Benefits Expenditures
($ Billion)

$3.2 $3.2 $3.1

2018 2021

4 =k

54'2 I
2025
Adj.

2019 2020 2026
Rec.
Fiscal Year
= State Active Employees State Retired ®m Retired Teachers m Retired Local Employees - State Share

To control rising costs, the plan design committees have proposed eight plan design change
resolutions for FY 2026:

Increasing co-payments

Introducing a new preferred provider organization

Reducing out-of-network reimbursement rates

Increasing in-network deductibles and out-of-network out-of-pocket maximums
Reducing the number of allowed physical therapy visits

Eliminating Medicare supplement plans

Implementing a $50 per month spousal surcharge

Increasing prescription drug co-payments for non-preferred brand and specialty drugs



Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000)

PROPERTY RENTALS
Property Rentals appropriations
encompass funding for existing and Property Rentals
anticipated leases of office and other $345.000

facilities used by State agencies,

payments for debt service leases, and | « #32°0%0
. . c
payments in lieu of property taxes on 5 $305,000
facilities occupied by State agencies, as S
. . (=
well as payments for various fire safety | = "%
systems and office furnishings. The £ $265,000
accounts also reflect the cost of rent for E
. . . . $245,000
agencies that is ultimately financed from
sources other than the General Fund, §225,000
such as federal funds. The State recovers, 2018 2019 2020 2021 2022 2023 2024 2025 2026

from non-State fund sources, the cost of h e

renting and maintaining office space.
There is an additional expenditure offset s Property Rentals (Fxpenditures) s Property Rentals (Original Approps)
for operational efficiencies.

Fiscal Year

General Fund, Direct State Services
Existing and Anticipated Leases (Gross)

Budget Page: D-449

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026

$222,457 $222,660 $235,277 $228,695 ($6,582) (2.8%)

Less:
Savings from Cost Efficiencies — Public Notice Reform

%0 %0 | $0 ___ $20,000 | $20000 _ —

Less:

Budget Page: D-449

Budget Page: D-449

Direct Rent Charges and Charges for Operational Efficiencies

$90,820 $97,747 $109,962 $108,275 | | ($1,687) (1.5%)

Total Appropriation
Existing and Anticipated Leases (Net)

$131,637 $124,913 $125,315 $100,420 ($24,895) | (19.9%)

Budget Page: N/A

This appropriation comprises the gross cost for office space and other property rentals for State
agencies from the following funding sources: the State General Fund, federal funds, and
dedicated funds. Gross cost includes payments for or of rent, taxes, facility renovations and
upgrades including telecommunications and data cable wiring, reconfiguration and installation
of open space furniture, design services, relocation costs, janitorial services, utilities, and security
upgrades and improvements. Against the gross appropriation, the Treasury nets the deduction
for operational efficiencies and recoveries from State sources, referred to as “Savings from Cost
Efficiencies — Public Notice Reform,” and non-State sources (federal and all other funds), referred
to as “Direct Rent Charges and Operational Efficiencies.”
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

For FY 2026, the Administration recommends a net decrease of $24.9 million in the
appropriation for existing and anticipated leases, which is composed of three elements:

1. A new $20.0 million deduction for cost efficiencies from the anticipated implementation
of public notice reform. According to the Administration, the savings represent an
estimate based on the historical spending pattern on newspaper advertising, which will
no longer be spent due to the closure of statewide news print publication services.

2. A $1.7 million decrease in deductions for operational efficiencies and recoveries from
non-State sources.

3. A $6.6 million reduction in the gross appropriation for Existing and Anticipated Leases,
which largely reflects an alignment of the recommended FY 2026 appropriation with
anticipated FY 2025 expenditures, as $7.8 million of the FY 2025 appropriation is
anticipated to revert to the General Fund as surplus at the of the fiscal year.

The components of the gross appropriations are displayed in the table below.

FY 2025 FY 2026

Existing and Anticipated Leases Adj. Approp. Recommended Change
Rent $147,005 $143,292 ($3,713)
Taxes $1,127 $1,012 (5115)
Janitorial 53,958 54,100 5142
Utilities $12,169 511,410 (5759)
Misc. Operating and Escalations $51,951 $56,488 $4,537
Other Lease Services 54,620 $4,775 $155
Approved New Space 59 947 55,618 (54,329)
COther 54,500 $2,000  ($2,500)

Total $235,277 $228,695 (%$6,582)

General Fund, Direct State Services Budget Page: D-449

State Leasing and Space Utilization Committee Lease Expirations

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$0 $2,458 $2,000 $5,000 $3,000 | 150.0%

The Governor requests an augmentation of $3.0 million in the account to pay for the net increase
in costs due to the effect of newly approved leases, renewals, and lease extensions in FY 2026.
The State Leasing and Space Utilization Committee convened near the end of calendar year 2024
and approved 11 requests for new, renewed, or extended leases. Net costs of the approvals
approximate $5.0 million.

The State Leasing and Space Utilization Committee is a three-member statutory body comprised
of the President of the New Jersey Senate, the Speaker of the New Jersey General Assembly, and
the New Jersey State Treasurer. The committee is responsible for approving or disapproving all
leases negotiated by the Office of Leasing Operations within the General Services Administration
of the Department of the Treasury and approving or disapproving space utilization plans, among
other duties.
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

General Fund, Direct State Services
State Leasing and Space Utilization Strategic Plan AL (DR

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$0 $0 $0 $2,000 $2,000 | -

For FY 2026, the Governor proposes appropriating $2.0 million for the development of a State
Leasing and Space Utilization Strategic Plan.

INSURANCE AND OTHER SERVICES

The Insurance and Other Services appropriations fund insurance premiums for property,
casualty, and special insurance policies for coverage against losses to State-owned real property,
machinery, and fine art objects. The State self-administers its insurance programs and is self-
insured for Tort Claims, Workers” Compensation, automobile (vehicle claims) liability, risks and
claims arising from the Foster Parents Program, and the Medical Malpractice Self-Insurance Fund
for Rutgers, Rowan, and University Hospital.

General Fund, Direct State Services Budget Page: D-449

Tort Claims Liability Fund (C.59:12-1)

FY 2023 FY 2024 FY 2025 FY 2026 Change

Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$56,000 .

$45,837 $37,171 S $334,248 $56,000 ($334,248) | (85.7%)

The proposed reduction is due to the discontinuation of an anticipated FY 2025 supplemental
appropriation of $334.2 million to pay tort claims in sexual abuse cases implicating the State.
P.L.2019, c.120 revised the statute of limitations for victims of sexual abuse and removed the
procedural temporal bar of the New Jersey Tort Claims Act in regard to bringing claims for
injuries resulting from sexual abuse against public entities. According to the Administration, this
change resulted in a large number of cases being brought forward.

The Tort Claims Liability Fund pays claims arising from wrongful actions or omissions (not based
on contractual obligations), indemnification of pool attorneys engaged by the Public Defender
for the defense of indigents, indemnification of a designated pathologist engaged by the State
Medical Examiner, and direct costs of legal, administrative, and medical services related to the
investigation, mitigation, and litigation of tort claims against public entities. Budget language
provides that unlimited additional funds may be appropriated for the purpose of paying tort
claims without additional legislative approval.

In FY 2024, Child Abuse and Sexual Assault accounted for 4 percent of tort claims, but 47 percent
of the cost.

12



Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

Analysis of Tort Claims

FY 2024
. Number . Average
Mature of the Claim of Claims Value of Claims Claim anst

Child Abuse & Sexual Assault 9 % 18043300 % 2004833
Automobile Accident Claims DOT Highway Conditions 46 % 3450229 % 75005
State Vehicle Accident Liability Claims 40 % 7575303 % 189 383
Employment Discrimination 2 bl 660000 3% 330000
Lezal Malpractice by Public Defender Leading to Wrongful Corwviction 1 g 4000 3 4 000
Assault and Battery — False Arrest 2 % 265000 % 132 500
Civil Rights & Due Process 6 % 2384818 & 397 470
Wrongful Imprisonment & MIA, Malicious Prosecution 3 ] 548133 % 182,711
General Property Damage & Miscellaneous Claims 2 g 3642 % 1.821
Personal Injury 18 % 1,001,320 % 55 629
Wrongful Death 2 % 4025000 % 2012500
Other Claims 1Mz % 526402 3 4 499
Total Claims 248 $ 38,487,348

General Fund, Direct State Services
Workers’ Compensation Self-Insurance Fund

Budget Page: D-449

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$98,191 $115,340 $125,000 $129,596 $4,596 | 3.7%

The Administration expects to incur higher workers’ compensation claims costs in FY 2026
primarily due to inflationary trends in the healthcare market. The anticipated cost growth is
larger than suggested by the amounts presented in the FY 2026 Governor’s Budget because the
Administration intends to revert $3.6 million in FY 2025 budget authority to the General Fund
at the end of the fiscal year.

The State is self-insured for workers’ compensation payments made to State employees for work-
related injuries. The Workers’ Compensation Self-Insurance Fund provides funding for the
payment of direct costs of legal, investigative, administrative, and medical services related to
claims against the fund. Cost components are medical expenses, expenses to adjudicate claims
including petitioner attorney fees, the cost of temporary wage replacement benefits, and the cost
of court awards for permanency of the injury.

Workers' Compensation Cost Factors
Medical Expense Temporary Permanent Total
Fiscal Year Claims Cost Cost Cost Cost Cost
2020 3,555  $ 34,690,620 $6,522,631 $ 19,045,811 $ 30,582,351 $ 90,841,413
2021 3,324 $ 33,444,145 $6,026,150 $ 19,565,284 $ 26,703,144 $ 85,738,723
2022 3,743  $ 39,132,404 $6,273,024 $ 22,105,385 $ 28,841,988 $ 96,352,801
2023 3,681 $ 37,059,581 $7,585,763 $ 23,892,626 $ 34,245,179 $102,783,149
2024 3,782  $ 47,899,561 $9,038,573 $ 22,487,026 $ 38,676,149 $ 118,101,309
Percent Change
2023-2024 3% 29% 19% 6% 13% 15%
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

Workers' Compensation - Total Costs
FY 2014 to FY 2024
($ Millions)
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General Fund, Direct State Services

Medical Malpractice Self-Insurance Fund for Rutgers, Rowan, and Budget Page: D-449
University Hospital
FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$10,000 $20,000 $38,800 $20,000 ($18,800) | (48.5%)

The recommended appropriation for FY 2026 reflects a decrease of $3.5 million (14.8 percent)
over anticipated FY 2025 expenditures for claims payable out of the Medical Malpractice Self-
Insurance Fund for Rutgers, Rowan, and University Hospital. This decline is smaller than shown
in the table above because the FY 2026 Governor’s Budget does not modify the FY 2025 adjusted
appropriation for the anticipated reversion of $15.3 million in surplus balances in the account at
the end of the current fiscal year. While the $15.3 million is not needed in FY 2025, total
settlements in FY 2025 are expected to reach an unprecedented peak, but the payment thereof
is not immediate.

The Administration reports that 11 cases settled for a total of $24.0 million in FY 2024. It is
estimated that there will be 26 claims settled totaling $51.3 million in FY 2025 and 14 claims
are expected to settle in FY 2026 totaling $24.1 million. According to the FY 2024 Annual
Comprehensive Financial Report, unpaid claims totaled $195.2 million as of June 30, 2024.

Budgeted amounts reflect expected claims payments in a fiscal year, while settlement amounts
reflect the value of claims settled. Settlements do not always represent an immediate one-time
[lump-sum payment obligation but could be structured in different ways.

Total Funding: Medical Malpractice Self-Insurance Fund for
Rutgers, Rowan, and University Hospital
($ Million)
FY 2023] FY 2024] FY 2025] FY 2026
State Funding $10.0 $20.0 $23.5 $20.0
Non-State Funding $12.0 $11.3 $10.8 $10.4
Total Funding $22.0 $31.3 $34.3 $30.4
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

The Medical Malpractice Self-Insurance Fund for Rutgers, Rowan, and University Hospital is a
Special Revenue Fund established by a trust agreement between the State and the former
University of Medicine and Dentistry of New Jersey to cover malpractice claims against the
university and its hospitals. This insurance is required by the New Jersey Health Care Facilities
Financing Authority for the protection of the authority’s bondholders. State appropriations
supplement assessments on affiliate hospitals and faculty, which vary in amount annually.

Since the implementation of the “New Jersey Medical and Health Sciences Education
Restructuring Act”, P.L. 2012, c.45, annual appropriations acts have provided that as long as the
contributions made by University Hospital, Rutgers, the State University, and Rowan University
to the respective institution’s self-insurance reserve fund are equal to the respective amounts
established in memoranda of agreements with the Department of the Treasury, General Fund
appropriations will, if necessary, pay the remaining claims for the respective institutions if the
institutions’ contributions are insufficient to pay all claims expenditures.

General Fund, Direct State Services

Property Insurance Premium Payments ELuseilas i

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$4,047 $4,952 $6,405 $5,918 ($487) | (7.6%)

General Fund, Direct State Services Budget Page: D-449

Casualty Insurance Premium Payments

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$621 $631 $896 $709 ($187) | (20.9%)

According to the Administration, the decreases reflect mainly renegotiated terms of insurance.

The Property Insurance Premium Payments appropriation is used to purchase insurance coverage
for damage to State-owned real and personal property. Coverage includes standard protection
for buildings and contents, marine vessels, catastrophic loss to vehicles parked in State locations,
and mainframe computer equipment coverage. Additional policies include fine arts coverage.

The Casualty Insurance Premium Payment appropriation, in turn, purchases automobile excess
liability insurance; aircraft liability and physical hull damage insurance; workers’ compensation
for special classes of State employees supported by federal or non-State funds; and accidental
health insurance to provide medical reimbursement, disability, and death benefits to volunteers
in State programs who do not qualify as State employees and would not be eligible for workers’
compensation benefits. Casualty premiums include the New Jersey State Police marine fleet, as
well as Aircraft Hull and Liability Insurance.
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

Property Insurance Premium Payments ($000)

Policy Type of Coverage FY 2025 FY 2026 Dollar Change Percent Change
Affiliated FM  Property Insurance $6,145 $5,725 -$420 -6.8%
Travelers Fine Arts Floater — Museum $2 $0 -$2 -100.0%
Travelers Fine Arts Floater — DEP $118 $51 -$67 -56.8%
Marsh USA  Brokers Services Fees $140 $142 $2 1.4%
Total $6,405 $5,918 -$487 -7.6%

Casualty Insurance Premium Payments ($000)

Dollar  Percent

Policy Type of Coverage FY 2025 FY 2026 Change Change
AIG Aerospace Aviation Liability & Hull $733 $547 -$186  -25.4%
Travelers Marine (watercraft) Hull-NJSP Marine Fleet ~ $100 $97 -$3 -3.0%
Travelers Co Marine (watercraft) Hull-DEP Marine Fleet $44 $44 $0 -

Hartford Special Vehicle Policy $19 $21 $2 10.5%
Total $896 $709 -$187 -20.9%

General Fund, Direct State Services Budget Page: D-449

Special Insurance Policy Premium Payment

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$1,011 $929 $1,429 $944 ($485) | (33.9%)

According to the Administration, the decrease reflects mainly renegotiated terms of insurance.
Cyber Liability Insurance experienced the highest premium reduction (38 percent) due to the
stabilization of extraordinary adverse market conditions in the field in FY 2025. Rates are
influenced by claim frequency and severity in each insurance market segment, insurer claim
experience, and the State’s experience (as a policy holder) for each line of insurance.

The Special Insurance Policy Premium Payment appropriation purchases special insurance
policies, such as: cyber liability; the Treasurer’s bond (the State Treasurer is bonded for the
handling of various funds); and blanket position bond insurance, which guarantees payment to
the State for losses caused through employees’ fraudulent or dishonest acts. In addition, special
accident and health insurance is purchased to provide for medical expense reimbursement and
disability and death benefits to students and volunteers who otherwise do not qualify as State
employees and are precluded from collecting workers’” compensation benefits.

Special Insurance Policy Premium Payment ($000)
Policy Type of Coverage FY 2025 FY 2026 (I?I?::gre zf::negn:
ACE Special Risk Coverage $0 $0 $0 -
AIG Primary Crime Insurance $75 $70 -$5 -6.7%
Berkley Excess Crime $46 $38 -$8 -17.4%
Chubb Blanket Accident Policy-Superior Court $38 $38 $0 -
AIG Student Accident Policy- Katzenbach $1 $1 $0 -
Chubb Capital City (GL, AL, Umbrella) $6 $7 $1 16.7%
Axis Insurance Co. Broadcasters Liability $17 $17 $0 -
AIG Cyber Liability $1,246 $773 -$473 -38.0%
Total $1,429 $944 -$485 -33.9%
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Significant Changes/New Programs ($000) (Cont’d)

UTILITIES AND OTHER SERVICES

General Fund, Direct State Services
Utilities and Other Services

Budget Page: D-450

FY 2023 FY 2024 FY 2025 FY 2026 Change

Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$51,500 .

$30,337 $31,849 S $6.134 $68,417 $8,783 14.7%

The anticipated FY 2025 supplemental appropriation of $8.1 million would pay for higher fuel
and utility costs incurred by State agencies and is included in the FY 2026 base appropriation.

The additional $8.8 million increase in FY 2026 is due to an anticipated electric rate increase
whose effect is estimated at $7.8 million and an increase of $1.0 million in the AvidXchange
Energy Management and Bill Management System contract.

The Utilities and Other Services account pays for fuel, utilities, janitorial services, and trash
removal for State-owned and lease-purchased facilities primarily in the Capitol district, as well as
some fuel and utility costs for State departments.

All Other Funds, Direct State Services
Utilities and Other Services

Budget Page: D-452

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$383 $403 $1,209 $358 ($851) | (70.4%)

This account is funded by receipts from the unexpended balances in the Petroleum Overcharge
Reimbursement Fund and $358,000 from the dedicated, off-budget State Recycling Fund to pay
for the administrative expenses of the State recycling program.

The budget does not anticipate receipts from the Petroleum Overcharge Reimbursement Fund in
FY 2026, hence the recommended reduction of $851,000. The unexpended balances support
the energy tracking and invoice payment system.

The Petroleum Overcharge Reimbursement Fund was credited with payments received by the
State for overcharges for petroleum products pursuant to any agreement between the United
States Government and a petroleum company. The fund balances were utilized for energy
efficiency and conservation programs.
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

General Fund, Direct State Services Budget Page: D-450
Public Health, Environmental and Agricultural Laboratory 8 8¢

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$6,188 0
$5,935 $6,613 S $640 $7,153 $325 4.8%

A FY 2025 supplemental appropriation of $640,000 is anticipated to pay for higher fuel and
utility costs incurred at the Public Health, Environmental and Agricultural Laboratory. The
supplemental appropriation then rolls into the FY 2026 base appropriation. In addition, the
recommended FY 2026 appropriation increases by $325,000 due to fuel and utility cost trends
for the laboratory.

The laboratory supports the work of the New Jersey Department of Health, the New Jersey
Department of Environmental Protection, and other federal, state and local agencies that protect
the public’s health. Testing services include monitoring the quality of drinking water and
consumables such as milk, dairy products, and medicinal marijuana; investigating foodborne
outbreaks; surveilling rabies and respiratory viruses; screening newborns for inheritable
disorders; and detecting emerging pathogens in collaboration with the Centers for Disease
Control and Prevention and other public health laboratories.

General Fund, Direct State Services
Household and Security

Budget Page: D-450

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$10,997 $12,470 $10,388 $10,746 $358 | 3.4%

The Household and Security appropriation funds contract costs for purposes such as janitorial
and trash removal services and State Police civilian guards who serve as security guards in State
buildings and facilities. The Governor requests an increase in the appropriation on account of
expenditure trend growth.

Household and Securities Account Summary of Changes
($000s)
Service FY 2025 FY 2026 $ Change Percent Change
Household $9,527 $9,829 $302 3.2%
Trash Removal $371 $379 $8 2.2%
Security $490 $538 $48 9.8%
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

AID TO INDEPENDENT AUTHORITIES

General Fund, Grants-In-Aid
New Jersey Sports and Exposition Authority — Debt Service HEEEEHEaSE R0

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$32,903 $22,563 $32,727 $2,332 ($30,395) | (92.9%)

The New Jersey Sports and Exposition Authority debt service appropriation is recommended at
$2.3 million in FY 2026, consistent with the existing debt service schedule for the authority’s
State contract bonds. The bonds’ maturity date is September 2025.

General Fund, Grants-In-Aid
New Jersey Sports and Exposition Authority — Operations b e Dl

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$33,585 $38,565 $39,000 $38,000 ($1,000) | (2.6%)

The Governor recommends not renewing the $1.0 million that was added to the FY 2025
Appropriations Act for operating support for the New Jersey Sport and Exposition Authority to
support a redesign of the plan for the Keegan Landfill capping and ventilation system. Located
in Kearny, the landfill is owned by the authority and was ordered to be closed permanently by
the Superior Court of New Jersey in 2019.

General Fund, Grants-In-Aid
Liberty Science Center

Budget Page: D-450

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$11,611 $11,621 $12,126 $11,120 ($1,006) | (8.3%)

This appropriation has a debt service component (recommended at $8.1 million in FY 2026) and
an operating support component (recommended at $3.0 million in FY 2026). Virtually the entire
decrease in the FY 2026 Governor’s Budget is attributable to the Executive recommending the
non-renewal of $1.0 million of the $2.25 million in budget authority that the Legislature added
to the FY 2025 Appropriations Act for the Liberty Science Center.
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

In addition to the appropriation for operating support, the annual appropriations acts include
funding from the Department of Education to the center for educational programming support,

which is recommended to remain at $675,000 in FY 2026.

Liberty Science Center History of Appropriations FY 2019 to FY 2025
Operational Educational

Debt Service Support Support Total
FY 2019 $9,799,000 $ 3,561,000 $ 1,350,000 $ 14,710,000
FY 2020 $9,845,000 $ 3,500,000 $ 1,350,000 $ 14,695,000
FY 2021 $9,897,000 $ 3,500,000 $ 1,350,000 $ 14,747,000
FY 2022 $9,953,000 $ 3,500,000 $ 1,350,000 $ 14,803,000
FY 2023 $8,124,000 $ 3,500,000 $ 1,350,000 $ 12,974,000
FY 2024 $8,181,000 $ 3,500,000 $ 1,350,000 $ 13,031,000
FY 2025 (Adj.) $8,126,000 $ 4,000,000 $ 675,000 $ 12,801,000
FY 2026 (Rec.) $8,120,000 $ 3,000,000 $ 675,000 $ 11,795,000

General Fund, Grants-In-Aid

New Jersey Sports and Exposition Authority — International

Budget Page: D-450

Events, Improvements and Attraction

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$30,000 $7,500 $30,000 $10,000 ($20,000) | (66.7%)

This decrease is consistent with the Governor’s general and broad-based FY 2026 policy of
eliminating or reducing funding for many discretionary programs. The Legislature added $5.0
million in budget authority to the FY 2025 Appropriations Act for this purpose.

In response to the FY 2025 OLS Discussion Points, the authority stated that the FY 2025 increase
was mainly attributable to the award of eight FIFA World Cup 2026 matches to the New York
City metropolitan area, including the final match of the 2026 World Cup. The authority also
listed a number of capital projects for which the funds were being used and indicated that the
funds also supported the hosting of the UFC 302 mixed martial arts event at the Prudential Center
in Newark.

Historical Funding of International Event Improvement and
Attraction

Funding Source Amount
FY 2022 Federal State Fiscal Recovery Fund % 15,000,000
FY 2023 Appropriations Act 5 30,000,000
FY 2024 Appropriations Act b 7,500,000
FY 2025 Appropriations Act g 30,000,000
FY 2025 Federal State Fiscal Recovery Fund $ 24 500,000
FY 2026 Recommendation S 10,000,000
Total $ 117,000,000
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General Fund, Grants-In-Aid
Meadowlands and Monmouth Park Pension Aid

Budget Page: D-451

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$0 $14,000 $7,000 $0 ($7,000) | (100.0%)

General Fund, Grants-In-Aid Budget Page: D-450

New Jersey Performing Arts Center — Capital Improvements

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$0 $0 $1,000 $0 ($1,000) | (100.0%)

The Governor recommends not renewing the above priorities that the Legislature added to the
FY 2025 Appropriations Act. The recommendation is consistent with a general policy of
eliminating most legislative additions to the FY 2025 Appropriations Act.

General Fund, Grants-In-Aid Budget Page: D-450

New Jersey Performing Arts Center — Operating Aid

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$2,000 $4,500 $2,000 $1,000 ($1,000) | (50.0%)

Consistent with the general policy of eliminating most legislative additions to the FY 2025
Appropriations Act, the Governor recommends discontinuing the $1.0 million by which the
Legislature increased the FY 2025 appropriation for operating aid for the New Jersey Performing
Arts Center.

General Fund, Grants-In-Aid

New Jersey Sports and Exposition Authority -- Meadowlands Budget Page: D-450
Research and Restoration Instit
FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$100 $100 $50 $0 (8500 | (100.0%)

The recommendation is consistent with a general and broad-based policy of reducing or
eliminating appropriations for many discretionary grant programs in FY 2026.
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Significant Changes/New Programs ($000) (Cont’d)
CAPITAL CONSTRUCTION

General Fund, Capital Construction Budget Page: D-451

Capital Improvements, Contingency

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$898 $1,865 $9,000 $26,100 $17,100 | 190.0%

This budget line provides the Office of Management and Budget and the Division of Property
Management and Construction with the means to advance capital projects that experience cost
overruns relative to their initial project budgets.

General Fund, Capital Construction

Capital Security Projects

Budget Page: D-451

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$2,197 $2,040 $5,000 $2,000 ($3,0000 | (60.0%)

This budget line funds projects that enhance security at State-owned facilities as recommended
by the Interdepartmental Capital Security Committee. The committee, which reviews threats and
security risks at State facilities, is comprised of members from the Division of Property
Management and Construction, the New Jersey State Police, the Office of Information
Technology, the Office of the Attorney General, and the Office of Homeland Security.

EMPLOYEE BENEFITS

There are four main categories of Employee Benefits appropriations: pensions, health benefits,
employer taxes, and pension bond debt service. Appropriations for employee benefits are
included in the budgets for Interdepartmental Accounts, the Department of Education, and the
Department of the Treasury.

FY 2026 Selected Employee Benefits by Department (5000)

Post-

Defined Benefit  Health Benefits Retirement Social Temporary Disability Unemployment

Pensions Active Medical Security Tax Insurance Liability Insurance Liability
Interdepartmental 5 2,458,847 § 2,015,146 § 850,569 5 688,283 § 26,548 5 4,643
Education S 3,404,681 5 $ 1,611,485
Treasury S 244,362 S - s 101,418
Sub-Total 5 6,107,830 5 2,015,146 5 2,563,472
Lottery Contribution S 1,135,212
Total 5 7,243,102 5 2,015,146 5 2,563,472 5 688,283 5 26,548 5 4,643

Motes: The State employer contribution for the defined benefit pensions is 100 percent of the actuarially determined
contributions in all pension funds, less the projected Lottery Enterprise contributions of $1.135 billion for PERS,
TPAF, and PFRS. The table does not include noncontributory insurance in the defined benefit pension amounts.
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Pensions

Most State employees, including those of State higher education institutions, and most employees
of counties, municipalities, and school districts, are members of one of the seven State-
administered retirement systems: the Alternate Benefits Program (ABP), the Defined Contribution
Retirement Program (DCRP), the Public Employees’ Retirement System (PERS), the Teachers’
Pension and Annuity Fund (TPAF), the Police and Firemen’s Retirement System (PFRS), the State
Police Retirement System (SPRS), and the Judicial Retirement System (JRS). The first two plans
are defined contribution plans and the other five are defined benefit plans. In addition, there are
two closed systems, the Consolidated Police and Firemen’s Pension Fund and the Prison Officer’s
Pension Fund, that do not enroll new members.

Under current law, all defined benefit pension plans are subject to actuarial valuations every year
and actuarial experience studies every three years.

The FY 2026 Governor’s Budget recommends an increase of $71.7 million, or 1.2 percent, —
from $6.04 billion in FY 2025 to $6.11 billion in FY 2026 — in appropriations for employer
contributions to the defined benefit State-administered retirement systems, net of Lottery
Enterprise contributions, in the Interdepartmental Accounts, Department of Education, and the
Department of Treasury budgets.

This would represent the fifth consecutive annual payment equal to 100 percent of the actuarially
determined contribution, not taking into account the additional $505.0 million included in the
employer contribution in FY 2022. The FY 2026 Lottery contribution is recommended at $1.13
billion, bringing total contributions to the State-administered retirement systems to $7.2 billion
in FY 2026, a 1.1 percent increase over FY 2025. The FY 2026 funded ratio is projected at 54.0
percent, which is 3.0 percent higher than the FY 2025 funded ratio.

Pension Funding
FY 1995 to FY 2026
(% Billion)
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Interdepartmental Accounts

The accounts in the tables on the following page itemize recommended employer contributions

for defined benefit State-administered retirement systems in the Direct State Services and Grants-

in-Aid sections of the Interdepartmental Accounts budget, net of Lottery Enterprise contribution
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Significant Changes/New Programs ($000) (Cont’d)

offsets. The Direct State Services appropriations are for State employees. The appropriations for
Grants-in-Aid, in turn, provide funding for employees of public institutions of higher education.

To achieve full funding of the actuarially determined contribution in these accounts, the FY 2026
Governor’s Budget recommends a General Fund employer contribution of $2.5 billion and a
Lottery Enterprise contribution of $252.8 million for a total contribution of $2.7 billion.

General Fund, Direct State Services

State-Administered Defined Benefit Retirement Systems i e (Do

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
A) Public Employees’ Retirement System \
$1,448,655 $1,500,114 $1,518,499 $1,547,337 $28,838 1.9%
B) Police and Firemen’s Retirement System
$345,110 $357,593 $362,795 $367,297 $4,502 1.2%
O) Police and Firemen’s Retirement System (P.L. 1979, c.109)
$5,959 $6,066 $5,882 $5,955 $73 1.2%
D) State Police Retirement System
$204,874 $220,326 $228,266 $235,928 $7,662 3.4%
E) Judicial Retirement System
$68,326 $68,304 $70,342 $71,332 $990 1.4%
F) Teachers’ Pension and Annuity Fund
$5,952 $5,177 $5,209 $5,244 $35 0.7%
TOTAL, DIRECT STATE SERVICES
$2,078,876 $2,157,580 $2,190,993 $2,233,093 $42,100 1.9%

General Fund, Grants-In-Aid

State-Administered Defined Benefit Retirement Systems I s D8

FY 2023 FY 2024 FY 2025 FY 2026 Change

Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
A) Public Employees’ Retirement System |

$179,474 $191,114 $193,457 $197,131 $3,674 1.9%
B) Police and Firemen’s Retirement System

$26,256 $25,857 $27,286 $27,625 $339 1.2%
C) Teachers’ Pension and Annuity Fund

$1,156 $985 $991 $998 $7 0.7%

TOTAL, GRANTS-IN-AID

$206,886 $217,956 $221,734 $225,754 $4,020 1.8%
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General Fund, Grants-In-Aid
Alternate Benefit Program — Employer Contributions Skl e D45

FY 2023 FY 2024 FY 2025 FY 2026 Change

Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$194,581 o

$185,818 $199,968 S $17,267 $ 229,379 $17,531 8.3%

The Administration attributes the anticipated FY 2025 supplemental appropriation to higher
salary expenditures for employees in the Alternate Benefits Program than was originally
projected. Projected FY 2026 employer contributions for the program are based on membership
and wage trends. Membership is projected to increase in FY 2026 by 3.7 percent.

The Alternate Benefit Program is principally for full-time faculty of public institutions of higher
education, but also includes certain State professional administrative staff. Participants have the
option to provide for their retirement through the purchase of fixed or variable annuities
underwritten by private vendors, the Teachers Insurance and Annuity Association, or the College
Retirement Equities Fund. The contribution is at least five percent of base salary for employees
and a flat eight percent of base salary for employers (State and institutions of higher education).
Contributions are included in the Interdepartmental Accounts and the Department of the
Treasury’s recommended budgets (the latter for county college faculty).

Health Benefits
Active Employees

The FY 2026 Governor’s Budget recommends a total of $2.0 billion in combined Direct State
Services and Grants-In-Aid appropriations for medical and prescription drug coverage of active
State employees and employees of public institutions of higher education, representing an
aggregate increase of 10.1 percent, or $184.8 million above FY 2025 adjusted appropriations.

The 10.1 percent growth rate falls below the rise in medical and prescription drug costs that
actuaries project in their 2025 Plan Year Rate Setting Analysis and the 2024 Mid-Year Experience
Analysis issued on March 12, 2025. According to the State’s actuary, the updated projected plan
year 2025 cost for active employees increased by 3.9 percent to 14.2 percent from the projected
costs shown in the original 2025 rate setting analysis. Consequently, the recommended
appropriations for FY 2026 will likely be revised upward.

In general, while the appropriations provide the source of funds to pay for claim costs, the actual
expenditures are paid out of the State Health Benefits Fund. Balances carried forward in the State
Health Benefits Fund from one fiscal year to the next can offset the need for appropriations in
any given fiscal year.

In addition, P.L.2024, c.86 newly permits the transfer of funds from the State Health Benefits
Program Fund — State part to the State Health Benefits Program Fund — local part when the
balance of the latter fund falls to a level that is insufficient to cover 10 days of anticipated costs.
The law requires the local part to repay borrowed sums within 120 days, however, the loan
repayment may be extended by up to an additional year.
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FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

Direct State Services — Active State Employee Health Benefits

General Fund, Direct State Services

State Employees’ Health Benefits

Budget Page: D-456

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$823,739 $886,864 $865,220 $954,420 $89,200 | 10.3%

General Fund, Direct State Services

Budget Page: D-456

State Employees’ Prescription Drug Program

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$204,665 $253,833 $283,912 $313,182 $29,270 | 10.3%

General Fund, Direct State Services
State Employees’ Dental Program - Shared Cost

Budget Page: D-457

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$20,958 $21,745 $21,745 $21,745 $0 [ 0.0%

General Fund, Direct State Services
State Employees’ Vision Care Program

Budget Page: D-457

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$159 $308 $302 $323 $21 | 7.0%

General Fund, Direct State Services

Total State Employees’ Health Benefits

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$1,049,521 $1,162,750 $1,171,179 $1,289,670 $118,491 | 10.1%
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FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

Grants-In-Aid — Active Employees of Public Institutions of Higher Education Health Benefits

General Fund, Grants-In-Aid

State Employees’ Health Benefits

Budget Page: D-457

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$476,720 $510,265 $500,730 $552,353 $51,623 | 10.3%

General Fund, Grants-In-Aid
State Employees’ Prescription Drug Program

Budget Page: D-457

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$103,019 $124,453 $142,908 $157,641 $14,733 | 10.3%

General Fund, Direct State Services

State Employees’ Dental Program - Shared Cost

Budget Page: D-457

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$12,060 $15,482 $15,482 $15,482 $0 | 0.0%

General Fund, Grants-In-Aid
Total State Employees’ Health Benefits

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$591,799 $650,200 $659,120 $725,476 $66,356 | 10.1%

General Fund, Direct State Services and Grants-In-Aid

Total State Employees’ Health Benefits

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$1,641,320 | $1,812,950 | $1,830,299 | $2,015,146 $184,847 | 10.1%

Post-Retirement Medical Benefits

The Post-Retirement Medical Benefits accounts fund benefits for State employees and employees
of public institutions of higher education who retire after 25 years of service as members of
various retirement systems. Employees who accrue 25 years of service receive health benefits
coverage on a cost-sharing basis and reimbursement of the prevailing cost of Medicare Part B,
according to the terms specified in the union contract applicable to them at the time they attain
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Interdepartmental Accounts FY 2025-2026

Significant Changes/New Programs ($000) (Cont’d)

25 years of service credit or retire on disability. The retiree population includes early and
Medicare retirees. Post-retirement medical benefits are budgeted in both Direct State Services
and Grants-In-Aid appropriations in the Interdepartmental Accounts budget, State Aid
appropriations in the Department of the Treasury, and State Aid appropriations in the Department
of Education.

The FY 2026 Governor’s Budget recommends a total of $850.6 million in combined Direct State
Services and Grants-In-Aid appropriations for medical and prescription drug coverage of retired
State employees and retirees of public institutions of higher education in the Interdepartmental
Accounts section of the budget, representing an increase of 10.3 percent, or $79.5 million above
FY 2025 adjusted appropriations.

The proposed 10.3 percent increase exceeds the trend in medical and prescription drug costs
that actuaries project in their 2025 Plan Year Rate Setting Analysis and the 2024 Mid-Year
Experience Analysis. According to the State’s actuary, the projected plan year 2025 cost for
retired employees has fallen 2.6 percent from Plan Year 2025 Rate Setting Analysis projections.
The decrease is attributed to reductions in membership and average member cost. Consequently,
the recommended appropriations for FY 2026 will likely be revised downward.

In general, while the appropriations provide the source of funds to pay for claim costs, the actual
expenditures are paid out of the State Health Benefits Fund. Balances carried forward in the State
Health Benefits Fund from one fiscal year to the next can offset the need for appropriations in
any given fiscal year.

In addition, P.L.2024, c.86 newly permits the transfer of funds from the State Health Benefits
Program Fund — State part to the State Health Benefits Program Fund — local part when the
balance of the latter fund falls to a level that is insufficient to cover 10 days of anticipated costs.
The law requires the local part to repay borrowed sums within 120 days, however, the loan
repayment may be extended by up to an additional year.

Direct State Services — Retired State Employee Health Benefits

General Fund, Direct State Services

State-Administered Retirement Systems — Post-Retirement Medical Benefits

FY 2023
Expended

Medical
$406,895

Medical - State

$193,160

$602,774

FY 2024
Expended

$423,971

B) Teachers’ Pension and Annu

$2,784

$195,181

TOTAL, DIRECT STATE SERVICES

$621,936

FY 2025
Adj. Approp.

A) Public Employees’ Retirement System — Post-Retirement

$435,379

$2,909

$206,682

$644,970

FY 2026
Recomm.

$480,265

ity Fund - Post-Retirement

$3,209

C) Other Pension Systems — Post-Retirement Medical

$227,990

$711,464

Change
FY 2025 - FY 2026

Budget Page: D-456

$44,886

Budget Page: D-456

$300

$21,308

$66,494 10.3%
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Grants-In-Aid — Retired Employees of Public Institutions of Higher Education Health Benefits

General Fund, Grants-In-Aid

State-Administered Retirement Systems — Post-Retirement Medical Benefits

FY 2023
Expended

Medical
$63,909

Medical — State

$51,070
TOTAL, GRANTS-
$117,853

FY 2024
Expended

$65,968

B) Teachers’ Pension and Annu

$2,988

$64,748
IN-AID
$133,704

FY 2025
Adj. Approp.

$68,383

$3,075

$54,646

$126,104

FY 2026
Recomm.

A) Public Employees’ Retirement System — Post-Retirement

$75,433

ity Fund — Post-Retirement

$3,392

C) Other Pension Systems — Post-Retirement Medical

$60,280

$139,105

Change
FY 2025 - FY 2026

Budget Page: D-457

Budget Page: D-457

Budget Page: D-457

$13,001 10.3%

General Fund, Direct State Services and Grants-In-Aid

Total Post-Retirement Medical Benefits

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$720,627 $755,640 $771,074 $850,569 $79,495 | 10.3%

Employer Taxes

Employer taxes consist of Social Security contributions to the federal government, Temporary
Disability contributions to the State Disability Benefits Fund, and Unemployment Insurance, for
which the State is self-insured and therefore budgets its share on a pay-as-you-go basis.

General Fund, Direct State Services

Budget Page: D-457

Social Security Tax - State

FY 2023 FY 2024 FY 2025 FY 2026 Change

Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$418,150 .

$380,232 $400,284 | o TO) oo, | $462,663 $21,989 5.0%
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General Fund, Grants-In-Aid

Social Security Tax - State

Budget Page: D-457

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$198,242 $208,936 | ¢ $2‘6§§f’,§ $225,620 $8,678 4.0%

According to the Administration, salary expenditures have exceeded original projections, driving
the need for supplemental appropriations in the Social Security employer contribution accounts
for active State employees and employees of institutions of higher education in the current fiscal
year. The recommended FY 2026 appropriations, in turn, are based on payroll projections.

The Social Security Tax — State appropriations fund the State’s liability as an employer to pay
Federal Insurance Contributions Act (FICA), Old Age, Survivors and Disability Insurance, and
Medicare taxes. The current employer rate for Social Security is 6.2 percent of taxable wages
and the rate for Medicare is 1.45 percent. Medicare taxes are paid on total compensation. The
taxable wage base for Social Security for calendar year 2025 is $176,100, which is $7,500 or 4.5
percent more than the taxable wage base for Social Security in calendar year 2024.

General Fund, Direct State Services
Temporary Disability Insurance Liability

Budget Page: D-457

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$12,859 $13,678 $14,010 $14,354 $344 | 2.5%

General Fund, Grants-In-Aid
Temporary Disability Insurance Liability

Budget Page: D-457

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$9,787 .
$8,956 $9,566 S $1,768 $12,194 $639 5.5%

According to the Administration, salary expenditures have exceeded original projections, driving
the need for supplemental appropriations in the Temporary Disability employer contribution
accounts for active State employees and employees of institutions of higher education in the
current fiscal year. The recommended FY 2026 appropriations, in turn, are based on payroll
projections.
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All eligible State employees are included in the State Temporary Disability Insurance plan. The
plan is a shared-cost plan, which provides payments to employees who are unable to work as
the result of non-work connected illness or injury and who have exhausted their sick leave and
are ineligible for any unemployment compensation or workers’ compensation.

Employees and employers contribute 0.5 percent of compensation up to the State taxable wage
base. The State taxable wage base is estimated at $43,300 for FY 2025 and $44,800 for FY 2026.

OTHER INTERDEPARTMENTAL ACCOUNTS

General Fund, Direct State Services
Special Purpose: Replacement Vehicles MRS RTES [0

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$0 $0 $15,000 $0 ($15,000) | (100.0%)

The elimination of funding for the replacement of vehicles in the State’s fleet is consistent with
the Governor’s general and broad-based FY 2026 policy of eliminating or reducing funding for
many discretionary programs. The table below shows the allocation of the $15.0 million by
department.

Guidance allows vehicles with odometer readings of at least 125,000 miles to be retired and
requires agencies to make efforts to purchase electric vehicles.

Replacement Vehicles

Deepartment Organization Amount ($)
Law and Public Safety Division of State Police % 9,573,000
Children and Families Division of Child Protection and Permanency $ 3,387,000
Corrections System-Wide Program Support 3 932,000
Human Services Division of Management and Budget b3 370,000
Environmental Protection Division of Fish and Wildlife % 187,000
Treasury Office of Management and Budget % 91,000
Health Office of the Chief State Medical Examiner % 60,000
Total $ 15,000,000
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General Fund, Direct State Services
Special Purpose: Employee Mileage Reimbursement AL (DY

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$0 $0 $1,500 $0 ($1,500) | (100.0%)

The Governor recommends discontinuing the contingency appropriation in FY 2026 for lack of
use. The FY 2023 Appropriations Act increased from $0.35 to $0.47 per mile the reimbursement
rate for mileage for employees traveling by personal automobile on official business and
provided $1.5 million as a contingency for any department that may experience a funding
shortfall attributable to the increase. The $1.5 million contingency appropriation was renewed
in FY 2024 and FY 2025 but has never been used. In FY 2025 as well, the entire appropriation
is anticipated to revert to the General Fund at the end of the fiscal year.

General Fund, Direct State Services Budget Page: D-459

Special Purpose: Arbitrage Rebate

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$0 $0 $0 $149,387 $149,387 | -

The FY 2026 Governor’s Budget includes a new $149.4 million appropriation for an Arbitrage
Rebate, which is a payment to the Internal Revenue Service that is required under federal law.
Generally, issuers of federally tax-exempt debt obligations are required to rebate any arbitrage
earnings from the debt issuances to the federal government. Arbitrage earnings accrue whenever
proceeds from a federally tax-exempt debt issuance are used to achieve investment returns in
excess of the yield of the debt issuance. The issuer may elect an arbitrage computation period
of not less frequently than every five years. The recommended FY 2026 Arbitrage Rebate
appropriation relates to the 2020 New Jersey COVID-19 General Obligation Emergency Bonds.

In November 2020, the State raised $4.3 billion in emergency bond financing comprise of a par
amount of $3.67 billion and an original issue premium of $629.3 million. The yield of the
nonrefundable issuance ranged between 1.02 percent and 2.25 percent. Although originally
intended for general State budget support, State revenue collections surged above expectations
so that bond proceeds were not needed to balance the State budget. Instead, they were invested
through the Cash Management Fund as interest rates rose and the State over three fiscal years
used $4.0 billion in surplus balances to defease nearly $5.36 billion in debt service. In total, the
State will pay $1.2 billion in interest on the emergency bonds.
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SALARY INCREASES AND OTHER BENEFITS

General Fund, Direct State Services Budget Page: D-460

Salary Increases and Other Benefits

FY 2023 FY 2024 FY 2025 FY 2026 Change
Expended Expended Adj. Approp. Recomm. FY 2025 - FY 2026
$12,974 $10,196 $11,000 $251,827 $240,827 | 2,189.3%

This budget line encompasses appropriations for Executive Branch and Judicial Branch employee
compensation increases and the cost of unused accumulated sick leave payments. Salary
increases for existing State positions are budgeted centrally in this program classification in the
Interdepartmental Accounts budget, and then allocated to individual departments and agencies
during the fiscal year. Because of that reallocation, the only amounts shown as expended in this
program classification through FY 2025 are unused sick leave payments to employees.

Specifically, the FY 2026 Governor’s Budget recommends funding of:
e $208.0 million for Executive Branch compensation increases, or $55.0 million more than
the $153.0 million appropriated for this purpose in FY 2025;
e an unchanged $32.8 million for Judicial Branch compensation increases; and
e an unchanged $11.0 million for unused sick leave payments.

The combined FY 2026 appropriation of $240.8 million for Executive and Judiciary salary
increases exceeds the FY 2025 original appropriation for this purpose by $55.0 million.

FY 2025 Salary Increases Accounts

COriginal  Total Budget

Carryiforward  Appropriations Authority
Executive % 95053 § 153,000 % 248,053
Judiciary % 23,195 % 32,827 % 56,022
Total 5 118,248 § 185,827 5 304,075

The central salary increases accounts have a combined FY 2025 budget authority of $304.1
million, composed of unexpended amounts carried forward from FY 2024 and the FY 2025
appropriations. The accounts frequently accumulate surplus balances that are returned to the
General Fund at the end of the fiscal year. To date, the Executive has placed $40.4 million in
reserve in anticipation of a year-end reversion to the General Fund.
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Transfer of Public Notice Reform Cost Efficiencies to Property Rentals Account

FY 2025 Handbook: N/A
FY 2026 Budget: p. D-452

Notwithstanding the provisions of any law or regulation to the contrary, the Director of the
Division of Budget and Accounting shall transfer from departmental accounts and credit to the
Property Rentals account a sum of $20,000,000 to reflect savings from the implementation of
cost efficiencies related to public notice reform. This additional sum is appropriated for
Property Rentals.

Addition

Explanation

The Administration anticipates $20.0 million in cost reductions in FY 2026 from the
expected enactment of public notice reform. The reform is necessitated by the
closure of statewide news print publication services which were historically used by
the State to publish public notices. The FY 2026 Governor’s Budget recommends
using the anticipated $20.0 million in savings as an appropriation offset for the
Property Rentals account. This associated language would authorize the transfer of
public notice reform cost efficiencies from departmental accounts to the central
Property Rentals account.

Petroleum Overcharge Reimbursement Fund Depleted

Deletion FY 2025 Handbook: p. B-249
FY 2026 Budget: N/A

Explanation

The Petroleum Overcharge Reimbursement Fund is the repository of sums the State
receives from the federal government pursuant to court settlements with various
petroleum companies and distributors as payments for overcharges for petroleum
products. The above language provision requires the use of fund balances to
support the energy tracking and invoice payment system. The Petroleum
Overcharge Reimbursement Fund is projected to be depleted as of June 30, 2025
and no receipts are anticipated for FY 2026. Therefore, the need for the language is
obviated.

EXPLANATION: FY 2025 language not recommended for FY 2026 denoted by strikethrough.
Recommended FY 2026 language that did not appear in FY 2025 denoted by underlining.

34



Interdepartmental Accounts FY 2025-2026

Significant Language Changes (Cont’d)

Expand Capital Construction Transfer Authority To Include
Capital Improvements, Contingency

Revision FY 2025 Handbook: p. B-255
FY 2026 Budget: p. D-454

Notwithstanding the provisions of any law or regulation to the contrary, in order to provide
flexibility in administering the amounts provided for Statewide Fire, Life Safety and
Renovations Projects; Capital Improvements, Contingency; Capital Improvements, Statewide;
Life Safety, Emergency and IT Projects - Statewide; Capital Security Projects; Roof Repairs -
Statewide; Americans with Disabilities Act Compliance Projects - Statewide; Fuel Distribution
Systems/Underground Storage Tank Replacements - Statewide; Hazardous Materials Removal
Projects-Statewide; Statewide Security Projects; and Energy Efficiency Projects; such amounts
as may be necessary may be transferred to individual project line items within various
departments, subject to the approval of the Director of the Division of Budget and Accounting.

Explanation

The Governor recommends adding the Capital Improvements, Contingency account
to the other capital construction accounts from which the Executive may transfer
funds to individual capital project accounts within the various departments.

The Capital Improvements, Contingency appropriation provides the means to
advance capital projects that experience cost overruns relative to their initial project
budgets. For FY 2026, the Governor recommends increasing the appropriation by
$17.1 million from $9.0 million in FY 2025 to $26.1 million.

Need for Pension Adjustment Program Appropriation Has Been Obviated

FY 2025 Handbook: p. B-251
FY 2026 Budget: N/A

Explanation

The Governor recommends discontinuing this long-standing language provision that
has been associated with the Pension Adjustment Program appropriation because it
no longer has any effect.

EXPLANATION: FY 2025 language not recommended for FY 2026 denoted by strikethrough.
Recommended FY 2026 language that did not appear in FY 2025 denoted by underlining.
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The Pension Adjustment Program appropriation used to fund cost-of-living
adjustments in the benefits paid to retirees of three closed State-administered
defined benefit pension retirement systems: the Consolidated Police and Firemen’s
Pension Fund, the Prison Officers’ Pension Fund, and the Central Pension Fund. In
FY 2026, only the Consolidated Police and Firemen’s Pension Fund and the Prison
Officers” Pension Fund are expected to still have pension payment obligations. As
of June 30, 2024, the Prison Officers’ Pension Fund had a funded ratio of 214.6
percent and the Consolidated Police and Firemen’s Pension Fund of 148.6 percent.
For that reason and because cost-of-living adjustments were suspended in August
2011 for all State pension systems, Pension Adjustment Program appropriations and
this associated language are no longer needed.

Authorizes Use of Permit Modernization Appropriation for
National Center for Civic Innovation Administrative Expenses

FY 2025 Handbook: N/A
FY 2026 Budget: p. D-460

Of the amount hereinabove appropriated for Permit Modernization, an amount not to exceed
$4,000,000 may be provided to the National Center for Civic Innovation, Inc. (“NCCI”) to
support NCCI administrative expenses, including but not limited to, staff, supplies, travel,
consultants and technology as determined by the State’s Chief Innovation Officer, and subject
to the approval of the Director of the Division of Budget and Accounting. The State Treasurer
shall enter into an agreement with NCCI to implement this provision.

Addition

Explanation

The Governor proposes new language which would require the Department of the
Treasury to enter into an agreement with the National Center for Civic Innovation
(NCCI) that would provide up to $4.0 million out of the recommended $4.0 million
appropriation for Permit Modernization to support the non-profit organization’s
administrative expenses.

The annual Permit Modernization appropriation is used to improve the efficiency
and effectiveness of the State permitting processes, including through the
engagement of expert consulting services. The National Center for Civic Innovation
works with state and municipal governments, as well as non-profits, to improve
organizational performance. The State already has a relationship with the center
through InnovateNJ. Under the direction of the State’s Chief Innovation Officer,
this initiative seeks to develop solutions that improve government services while
also reducing costs for the State and the public.

EXPLANATION: FY 2025 language not recommended for FY 2026 denoted by strikethrough.
Recommended FY 2026 language that did not appear in FY 2025 denoted by underlining.
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Discontinuing Contingency Appropriation for Employee Mileage Reimbursements

Deletion FY 2025 Handbook: p. 8-5/5:

Explanation

The Governor proposes discontinuing in FY 2026 the $1.5 million contingency
appropriation for Employee Mileage Reimbursement for lack of use. As a result, this
language that is associated with the appropriation would no longer be needed.

The FY 2023 Appropriations Act increased from $0.35 to $0.47 per mile the
reimbursement rate for mileage for employees traveling by personal automobile on
official business and provided $1.5 million as a contingency for any department that
may experience a funding shortfall attributable to the increase. The $1.5 million
contingency appropriation was renewed in FY 2024 and FY 2025 but has never
recorded any disbursement. In FY 2025 as well, the entire appropriation is
anticipated to revert to the General Fund at the end of the fiscal year.

Not Renewing One-Time Appropriation for Replacement Vehicles

FY 2025 Handbook: p. B-254

Deletion FY 2026 Budget: N/A

Explanation

The FY 2025 Appropriations Act newly appropriated $15.0 million to replace
vehicles in the State’s fleet. As the funds have been transferred out of the program
account and no funding for this purpose is recommended for FY 2026, the
accompanying language is obviated.

EXPLANATION: FY 2025 language not recommended for FY 2026 denoted by strikethrough.
Recommended FY 2026 language that did not appear in FY 2025 denoted by underlining.
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Newly Appropriating Health Care Affordability and Accessibility Fund Deposits
Exclusively for NJ FamilyCare

FY 2025 Handbook: p. B-254
FY 2026 Budget: N/A

Deletion

Explanation

This language prescribes the permitted uses of deposits into the Health Care
Affordability and Accessibility Fund and the process for allocating the fund’s
balances. Instead, the Governor proposes new language in the Department of
Human Services section of the budget that would appropriate all fund balances to
NJ FamilyCare, which is the State’s combined Medicaid program and Children's
Health Insurance Program. Doing so would be consistent with the use of $50
million in fund balances in FY 2024 and the recommended use of $625 million in
fund balances in FY 2025.

Horizon Blue Cross Blue Shield of New Jersey makes annual payments to the State
in accordance with P.L.2020, c.145, which authorized the reorganization of
Horizon from a health service corporation to a mutual holding company. These
payments are deposited into the Health Care Affordability and Accessibility Fund.

The language above prescribes that fund balances be used to expand access to
affordable health insurance and health care for underserved residents and to
improve the overall integration of the health care system in the State. Any specific
use of fund balances would be subject to approval by the Joint Budget Oversight
Committee. The language was not implemented in FY 2024, when separate
legislation effected the transfer of $50.0 million in fund balances to the Department
of Human Services to supplant State General Fund appropriations for Medicaid.

EXPLANATION: FY 2025 language not recommended for FY 2026 denoted by strikethrough.
Recommended FY 2026 language that did not appear in FY 2025 denoted by underlining.
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Charges Arbitrage Rebate Payment to Internal Revenue Service
First to Interest Earnings on Bond Funds

FY 2025 Handbook: p. E-1

Revision FY 2026 Budget:

7. There are appropriated, j ; i

ana-Aeeounting; first from interest earnlngs of the various bond funds and then from the
General Fund, such amounts as may be necessary for the State to comply with the federal "Tax
Reform Act of 1986," Pub.L.99-514 (26 U.S.C. s.1 et seq. as amended), which requires issuers
of tax-exempt debt obligations to rebate any arbitrage earnings to the federal government,
subject to the approval of the Director of the Division of Budget and Accounting.

Explanation

The FY 2026 Governor’s Budget includes a new $149.4 million appropriation from
the General Fund for an Arbitrage Rebate, which is a payment to the Internal
Revenue Service that is required under federal law. Generally, issuers of federally
tax-exempt debt obligations are required to rebate any arbitrage earnings from the
debt issuances to the federal government. Arbitrage earnings accrue whenever
proceeds from a federally tax-exempt debt issuance are used to achieve investment
returns in excess of the yield of the debt issuance. The recommended FY 2026
Arbitrage Rebate appropriation relates to the 2020 New Jersey COVID-19 General
Obligation Emergency Bonds.

Notably, in November 2020, the State raised $4.3 billion in emergency bond
financing, including a par amount of $3.67 billion and an original issue premium of
$629.3 million. The yield of the nonrefundable issuance ranged between 1.02
percent and 2.25 percent. Although originally intended for general State budget
support, State revenue collections surged above expectations so that bond proceeds
were not needed to balance the State budget. Instead, they were invested through
the Cash Management Fund as interest rates rose and the State over three fiscal years
used $4.0 billion in surplus balances to defease nearly $5.36 billion in debt service.

The recommended language revision would establish a priority order of payment
for the required arbitrage rebate. The current language charges any arbitrage rebate
payment to interest earnings of the various bond funds. Considering the magnitude
of the required arbitrage rebate payment in FY 2026, however, interest earnings
would be insufficient to cover the required payment. Accordingly, the revised
language would first charge the required payment to the interest earnings on the
various bonds before the General Fund would cover the remaining payment
obligation.

EXPLANATION: FY 2025 language not recommended for FY 2026 denoted by strikethrough.
Recommended FY 2026 language that did not appear in FY 2025 denoted by underlining.
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State Appropriations Limitation Act Flexibility

FY 2025 Handbook: p. E-5
FY 2026 Budget: p. F-7

Revision

62. For the purposes of the "State Appropriations Limitation Act," P.L.1990, c.94 (C.52:9H-24
et seq.), the amounts appropriated to the developmental centers in the Department of Human
Services due to opportunities for increased recoveries, amounts carried forward in the State
Employees' Health Benefits accounts, and amounts representing balances deemed available
in the State Health Benefits Fund shall be deemed a "Base Year Appropriation" and,
notwithstanding the provisions of P.L.1990, c.94 (C.52:9H-24 et seq.) or any other law or
regulation to the contrary, in recognition of the historically unprecedented pension payments
being made and required to be made by the State, and consistent with the budget cap
methodology applicable to New Jersey municipalities, for purposes of calculating the
maximum annual appropriation for direct state services, the term “appropriations” shall not
include amounts appropriated for State contributions to the pension systems. If funding
included in this act for Salary Increases and Other Benefits - Executive Branch is less than
$155,500,600 $208,000,000, there is appropriated sufficient funding to total $+55,566,660
$208,000,000. For the purposes of the "State Appropriations Limitation Act," P.L.1990, c.94
(C.52:9H-24 et seq.), any funding provided less than $155,500,000 $208,000,000 shall be
deemed a "Base Year Appropriation."

Explanation

This proposed language provides the Administration with greater budget flexibility
with respect to the limitation on annual budget growth, also known as the State
budget cap. The language exempts the Direct State Services portion of the State’s
pension payments from the maximum annual appropriations under the State’s
appropriation limit calculation. The effect of this is to allow more growth in direct
state services appropriations in the next budget year. If the pension payments are
exempted from the appropriations limit, then funding mandatory growth in those
payments, at a rate of increase significantly greater than that likely to be allowable
by the cap, will not result in reductions to non-pension-related direct state service
appropriations.

With regard to the portion of the proposed language that appropriates funds for
Salary Increases and Other Benefits, the language provides State budget cap
flexibility if the amount needed to fund Executive Branch contractual salary
increases is not appropriated in full by allowing an upward adjustment in allowable
FY 2026 appropriations equal to the difference between $208.0 million and the
amount actually appropriated.

EXPLANATION: FY 2025 language not recommended for FY 2026 denoted by strikethrough.
Recommended FY 2026 language that did not appear in FY 2025 denoted by underlining.
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Interdepartmental Accounts FY 2025-2026

Significant Language Changes (Cont'd)

Transfer to General Fund from Debt Defeasance and Prevention Fund

Revision FY 2025 Handbook: p. E-9
FY 2026 Budget:  p. F-12

108 107. Notwithstanding the provisions of any law or regulation to the contrary,
$585,600,606 $250,000,000 is appropriated from the New Jersey Debt Defeasance and
Prevention Fund for transfer to the General Fund as State revenue, subject to the approval of
the Director of the Division of Budget and Accounting.

Explanation

The dedicated, off-budget New Jersey Debt Defeasance and Prevention Fund
currently carries an uncommitted balance of about $529.5 million. The Governor
recommends using $497.1 million thereof in FY 2026 for the purposes listed below,
which would leave $32.4 million in the fund. The proposed language revision
would make $250.0 million from the dedicated fund available for general State
purposes.

The Governor's Proposed FY 2026 Uses of New Jersey Debt Defeasance and Prevention Fund Resources
General Fund Support $ 250,000,000

Corrections - Replacement of Edna Mahan Correctional Facility for Women $ 222,000,000
Capital Projects Recommended by Commission on Capital Budget an Planning $ 25,100,000

TOTAL $ 497,100,000

The $25.1 million in capital projects that would be financed out of the New Jersey
Debt Defeasance and Prevention Fund are shown below.

FY 2026 Capital Improvements, Statewide

Agency Project Description (5000)
Children and Families Gloucester Campus - Roof Replacements 5 370
Corrections Northern State Prison - Chiller Replacement § 4 600
Corrections Northern State Prison - Compound Air Handlers § 3,954
Education Marie H. Katzenbach School for the Deaf - Jochem Center HVAC Rehabilitation 1,100
Health Ancora Psychiatric Hospital - Holly Hall - Critical Roofing s 3,206
Human Services Hunterdon Development Center - Cottages 15 - 23 HVAC Infrastructure s 8,027
Law and Public Safety Troop "A" HVAC Replacement S 2,19
Youth Justice Commission  Suicide Resistance Improvements and Residential Units § 676
Youth Justice Commission  Fire Alarm System Upgrades $ 1,000

Total Recommended Appropriations - Debt Defeasance and Prevention Fund  $ 25,128

EXPLANATION: FY 2025 language not recommended for FY 2026 denoted by strikethrough.
Recommended FY 2026 language that did not appear in FY 2025 denoted by underlining.
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NEW JERSEY LEGISLATURE
OFFICE OF LEGISLATIVE SERVICES

The Office of Legislative Services provides nonpartisan assistance to the State Legislature
in the areas of legal, fiscal, research, bill drafting, committee staffing and administrative
services. It operates under the jurisdiction of the Legislative Services Commission, a
bipartisan body consisting of eight members of each House. The Executive Director
supervises and directs the Office of Legislative Services.

The Legislative Budget and Finance Officer is the chief fiscal officer for the Legislature.
The Legislative Budget and Finance Officer collects and presents fiscal information for the
Legislature; serves as Secretary to the Joint Budget Oversight Committee; attends upon
the Appropriations Committees during review of the Governor’s Budget recommendations;
reports on such matters as the committees or Legislature may direct; administers the fiscal
note process and has statutory responsibilities for the review of appropriations transfers
and other State fiscal transactions.

The Office of Legislative Services Central Staff provides a variety of legal, fiscal, research
and administrative services to individual legislators, legislative officers, legislative
committees and commissions, and partisan staff. The central staff is organized under the
Central Management Unit into ten subject area sections. Each section, under a section
chief, includes legal, fiscal, and research staff for the standing reference committees of
the Legislature and, upon request, to special commissions created by the Legislature.
The central staff assists the Legislative Budget and Finance Officer in providing services
to the Appropriations Committees during the budget review process.

Individuals wishing information and committee schedules on the FY 2026 budget are
encouraged to contact:

Legislative Budget and Finance Office
State House Annex
PO Box 068
Trenton, NJ 08625
(609) 847-3105





