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When is 2 percent not really 2 percent?

For some New Jersey residents, it may be when they see the state cap levy on their property tax increases.

Taxpayers who have recently received quarterly tax bills due Aug. 1 may have noticed that their total bill -- or some of the school, county government or municipal government levies -- rose more than the 2 percent ceiling imposed by Gov. Chris Christie on property taxes.

That's because the 2 percent cap levy carries with it significant exemptions -- little known by the public but very familiar to taxing agencies -- for fixed costs over which local governments and school boards have little or no control.

Agencies are permitted to legally exclude annual increases for debt service, health and pension benefits and capital expenditures, as well as costs related to declared emergencies like snow removal.

The state Division of Local Government Services under the Department of Community Affairs must review and approve exemptions.

For example, Camden County raised its levy from $256 million in 2010 to $271 million this year -- a 6 percent hike -- to help cover a record deficit.

The county was allowed to take $10 million in exemptions and raise the levy by that amount even before the 2 percent cap was imposed.

The county's health care costs alone rose $1.8 million. More taxes were raised to cover other spending, but the total still came in under the allowable 2 percent cap.

By contrast, Burlington County lowered its tax levy by $5.9 million and Gloucester County's levy fell $3.9 million.

Medford has not yet adopted its municipal budget, but it will bring an overall tax levy increase of more than 2 percent with the exempted expenditures and despite employee layoffs, said township Manager Christopher Shultz.

Months ago, voters rejected referendums in Medford, Mount Holly and Lumberton that would have allowed their municipalities to far exceed the cap.

The total Medford tax bill sent to property owners for all taxing agencies carried an estimated 4 percent increase.

The state could not say how many municipal or county governments applied for these exceptions.

"We don't keep a running list of which towns used one or more of the exclusions in their tax levy calculation," said department spokeswoman Lisa Ryan. "We can say that if a municipality offers health and/or pension benefits to their employees, they likely added an exclusion to the calculation of their tax levy."

Approximately 70 school districts in the state were granted cap exemptions to pay for health care costs, pension contributions or a spike in student enrollment.

"Those (exemptions) are there because the expenses are outside of the school district's control," said Frank Belluscio, spokesman for the New Jersey School Board Association.

Exemptions have been allowed for years since the imposition more than 30 years ago of the original 4 percent cap on total budget appropriations, followed by the first tax levy cap of 4 percent under Gov. Jon Corzine.

Christie lowered the cap by half to 2 percent effective this year as a move to further control local taxes.

Michael Cesaro, a partner in the auditing and accounting firm Bowman & Company of Voorhees and Woodbury, said the most frequent exemptions to the cap are for debt service on borrowing and pension cost increases.

"Generally, across the board, they utilize the debt service adjustments," said Cesaro, whose firm audits 70 local governments and 40 school districts in South Jersey.

However, he said the amounts of the exemptions this year were not as dramatic because of government employee staff reductions or furloughs that reduce health care costs.

Cherry Hill was granted a tax waiver for fiscal 2011 that allowed it to exceed the prior 4 percent cap and raise the levy from $38.9 million to $44.8 million.

For the owner of an average $140,000 home, taxes for municipal services rose from $1,176 to $1,358 -- a $182 increase, or 15 percent.

Spokesman Dan Keashen said this occurred despite a continued staff reduction of 32 jobs and the trimming of 20 percent of the township's work force from 351 to 291 since 2006.

The township has not introduced its fiscal 2012 budget -- now subject to the 2 percent cap -- but Keashen said the township does not intend to use exemptions this time.

Moorestown used no exclusions this year in its 2011 budget and it fell $926,452 under the cap with its $96 increase -- one half of 1 percent -- on a house with an average assessment of $533,800. That was because council did not want to raise any more taxes, said acting Township Manager Thomas Merchel.

The total tax on an average home in Moorestown this year is $10,628 -- about the same as last year.

Longtime Burlington Township Administrator Kevin McLernon said towns have found themselves in predicaments because the state has cut aid to municipalities from the energy receipts tax paid by utilities to the state and intended to be transferred to municipalities.

He called the overall reduction by the state "obscene," including his township's $1.2 million energy receipts loss since 2009.

Exacerbating the tax situation this year for taxing agencies is the continued decline in property values and more successful tax appeals that shrink the base on which to levy taxes.

McLernon said his township took exemptions for capital spending, a police and firemen pension increase of $200,000 and a pension increase for other public employees of $75,000 despite fewer employees.

With the exemptions, spending reductions and some additional revenue, he said, the township was able to stay under its 2 percent cap increase of $180,000.

Other local government administrators mentioned the state's failure to pay its full share of public employee pensions over the years, its use of that money and its failure to fully fund the court-mandated formula for school aid.

"Everybody was paying their pension obligations but the state," said Schultz, an administrator for 13 years in several municipalities. "Everybody is so focused on the cap they forget the budget picture is larger than that.

"State aid was declining and other revenues have been drying up, too.

"State aid is constitutional, but the state manipulates the definition and that process is very frustrating," he added.

"I don't think towns are to blame for the fiscal problems. We provide the most services to residents and get the least amount of revenue."

For example, Schultz said he would like to remove Medford employees from the state pension system and go to its own system "but the state is spending the (pension) money as revenue like the feds" and doesn't allow it.

Cesaro said the pension reform approved by the governor and Legislature is an attempt to take municipal costs and make them more manageable for their budgets so that someday, these exceptions will be below the cap.
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