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FY27 Budget Debrief

On March 10, 2026, Gov. Mikie Sherrill delivered her inaugural budget for the
FY27 budget to the New Jersey Legislature, outlining her vision for the state
in the year to come. Facing continued concerns surrounding affordability,
fiscal pressures, and anticipating the economic impact of H.R. 1, Gov.
Sherrill emphasized the importance of maintaining New Jersey's fiscal
stability while making strategic investments that support residents and
strengthen the state's long-term economic competitiveness. In her address,
the Governor proposed a $60.7 billion budget, accompanied by a projected
surplus of approximately $5.3 billion, with significant investments in
education, transportation, healthcare, public safety, and affordability
initiatives. She framed the proposal as one that seeks to balance
responsible fiscal leadership with targeted investments in the programs and
services New Jersey residents rely upon. While legislative leadership largely
praised the Governor's priorities and commitment to affordability, a quiet
battle in Trenton began regarding legislative add-ons, often referred to as
“pork” or “Christmas Tree items.”

While the Governor proposes the State's spending plan, the responsibility
for crafting the final budget ultimately rests with the Legislature. It was
through S$-2027 (Sarlo)/A-5327 (Pintor Marin, Speight) that the State finalized
its fiscal plan for FY27. Under S-2027/A-5327, the FY27 budget still totals
$60.7 billion in appropriations, almost identical to the proposed budget.
The enacted budget also closes with a projected surplus of approximately
$6.1 billion, finishing with a larger surplus than what the Governor proposed
because revenues for both FY26 and FY27 were higher than first expected.
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FY27 Budget Highlights

Final FY27 Budget by the Numbers

e State appropriations: $60.7 billion

e State revenue: $59.4 billion

e Structural imbalance: $1.35 billion

e Surplus: $6.1 billion

e Final Spending increase from FY26 to FY27: 3.3%

¢ Spending increase from budget proposed by Legislature in February to final budget in June: $15
million or 0.02% increase

o Legislative Add Ons: over $200 million in FY27 and $358.8 million more in a FY26 supplemental bill.

e 6™ consecutive year of 100% pension funding

Key FY27 Revenue Raisers

e Temporary Net Operating Loss Cap (A-5322): Imposes a temporary $1 million cap on use of net
operating loss (NOL) deductions under corporation business tax for four years - privilege periods
ending on or after July 31, 2026, but before July 31, 2030. Additionally, the bill limits NOL deductions
further for privilege periods ending on after July 31, 2030, but before July 31, 2032. It seeks to raise
more than $485M in state revenue but preserves carry forward to keep taxpayers’ NOLs whole and
includes a safe harbor for underpayment due to NOL change.

o Effective: The cap takes effect immediately and applies to any privilege period ending on or
after July 31, 2026.

e Medicaid Assessment on Employers (A-5324): Requires employers with at least 50 employees,
including their dependents, enrolled in Medicaid to pay an annual assessment ranging from $325 to
$725 per covered employee and dependent, depending on the number on Medicaid. The law
exempts seasonal, part-time, per diem and disabled employees from counting towards the
assessment, but some exemptions take effectin FY28 with refunds for who got over-assessed in FY27.
The bill also prohibits employers from discriminating against applicants or employees based on their
Medicaid enrollment status. The new law seeks to raise over $145M in state revenue.

o Effective: The assessment takes effect immediately (July 1, 2026) for FY27, but refunds for
certain exemptions will be distributed in FY28. A snapshot of employees on Medicaid will
happen on December 31 every year, and the assessment notification will be sent by March 1
of each year.

o Limits Alternative Business Calculation (ABC Deduction) (A-5323): Limits the alternative business
calculation adjustment under the Gross Income Tax beginning in tax year 2026 by restricting full
eligibility to taxpayers with incomes of $500,000 or less, reducing the deduction to 25% for taxpayers
with incomes between $500,001 and $1 million, and eliminating the adjustment for taxpayers with
gross incomes exceeding $1 million. The change seeks to raise over $120M in state revenue.

o Effective: This act shall take effectimmediately and shall apply retroactively to taxable years
beginning on or after January 1, 2026.

o Data Broker Registration & Sensitive Data Restrictions (A-5328): Requires data brokers* and
certain data collectors to register annually with the Division of Consumer Affairs, establishes
registration fees ranging from $5,000 to $1.5 million, and prohibits the sale or licensing of sensitive
personal data. The new law seeks to raise over $40M in state revenue.

o *Uncertainty remains regarding the bill's definition of a data broker, and which entities would
ultimately be classified as such. Refer to the bill's definition for additional context.
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o Effective: Bill takes effect immediately, with the public registry requirements becoming
operative 270 days after enactment.

Key New Investments in FY27

e Government Innovation & Transparency Investments: Provides an additional $13.3 million to the
New Jersey Innovation Authority to support major operating initiatives, including the New Jersey
Permitting Dashboard and the New Jersey Report Card, $3 million for the Division of Consumer
Affairs to upgrade its licensing system and complaint database; $4.3 million for staff increase at DEP
to expedite permitting for energy generation and housing construction and a turbo-charged Business
Action Center with additional employees

e Supporting Our Youth: This budget includes a record $12.4 billion for K-12 schools in FY 2027, an
increase of more than $370 million from last year and the most funding in state history.

e Supporting Our Commuters: $1.1 billion in state operating support for NJ TRANSIT, an increase of
$235 million or 28% from the support provided in FY 2026.

FY27 Tax Relief

e Child Tax Credit Expansion: Increases the New Jersey Child Tax Credit by 25% for tax years 2026
through 2028, providing up to $1,250 per child under age 6 for eligible families.

e ANCHOR Program Funding: Fully funds the ANCHOR property tax relief program at $2.186 billion,
maintaining homeowner and renter benefits as part of the State's record property tax relief package.

e Stay NJ Program Changes: Revises the Stay NJ property tax relief program by adopting tiered benefit
levels based on household income, providing up to $6,500 for eligible seniors while targeting benefits
to lower- and middle-income homeowners.

Key Spending Restorations

e NJMEP funding was cut to zero in the proposed budget but was restored to $1.5 million in the final
budget.

e  Summer Tuition Aid Grant (TAG) funding was restored to $20 million.

e Commission on Science, Innovation, and Technology funding increased from $2 million to $3
million.

e Amendments were made for New Jersey’s Al Supercomputer Initiative to allow one or more
nonprofit organizations to host the supercomputer.

Key Spending Cuts
e Cabinet-Level Funding:

o Human Services: -$253.2M - largest department-level reduction; most of the decrease is tied
to revised downward projections for Medicaid/NJ FamilyCare medical coverage.

o Education: -$21.4M overall - reduction driven in part by changes to SPARK school-based
mental health/support programming, with other education additions partially offsetting the
decrease.

o Interdepartmental Accounts: -$16.4M - notable reductions in statewide/back office budget
areas outside the main program departments.

o Treasury: -$12.1M - notable reductions in statewide/back office budget areas outside the
main program departments.

o Military Affairs: -$1.3M - notable reductions in statewide/back office budget areas outside
the main program departments.
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e Stay NJ: Eligibility for Stay NJ household income is reduced from $500,000 to $200,000, and the
benefit ranges from $6,500 to $4,000 instead of the original $6,500 for all eligible seniors.

Concluding Thoughts

The FY27 budget package represents another year of policies that weaken New Jersey’s economic
competitiveness, because overall this budget makes New Jersey less affordable for its job creators. While
neighboring states lower their business taxes and increase incentives to attract job creators, New Jersey
continues to fall behind. Although the budget includes meaningful investments in workforce development,
housing, pension funding, the restoration of NJMEP, and other important priorities, hundreds of millions in
budget add-ons by the Legislature demonstrate there is still significant work to be done to strengthen the
state's fiscal discipline. Additionally, bad policies such as the Medicaid assessment, which is the only one of
its kind in the nation, the NOL pause, which undermines business investment confidence in New Jersey, and
the Data Broker Registration Fee, which is the highest in the nation, demonstrate the state's continued
overreliance on the business community to fund these add-ons. Competitiveness comes not from what a state
says, but from what it does. The FY27 budget makes the state's priorities clear. Rather than advancing policies
that strengthen the New Jersey economy, it continues placing additional costs and burdens on the business
community, making it harder to invest, grow, and create jobs.

Christopher Emigholz, Chief Government Affairs Officer
Jack Ramirez, Economic Policy Research Analyst
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