Budget Hearing
March 8, 2021

Budget Agenda
•
•
•
•
•

Schedules, Strategic Planning Guidelines, Alternate Budget Formats;
Property tax breakdown and calculator;
Revenues;
Transparency, Fund Balances and Capital Reserves;
Impact of Tax Appeals.

THERE IS NO BUDGET VOTE TONIGHT. The goal for the night is to come to a
consensus, then give the CFO guidance on preparing the official state budget
document for introduction, hearing and vote.
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Proposed Hearing Schedule
• January 11: Budget schedule review, Open Space Trust Fund, Roads Programs.
• January 25: Electric and Public Works Department Head presentations. Utilities budget Review & Utility Fund Balance
Discussion. Introduction of Road Program Funding Ordinances.
• February 8: Initial Budget Discussion & Municipal Surplus Discussion. Hearing on the Road Program Funding Ordinances.
• March 8: Department Head Presentations. Second discussion on the draft budget. Strategic Planning Guidelines and
Alternate Budget Format presented. Authorization to draft the official state budget document.
• March 8 (added) Strategic Planning Guidelines and Alternate Budget Format presented. Authorization to draft the official
state budget document.
• March 22: Final Budget Presentation and Official State Budget Introduction. This date may change based on potential
Federal Stimulus Aid.
• April 26: Budget Adoption.
March 8, 2021
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What’s included in the 2021 budget
THE CONCERNS
• Municipal revenues off $1 million;
• 2% tax increase on existing properties to make
up part of the shortfall. This number could be
reduced or eliminated if we get significant
federal stimulus dollars, depending on the
amount and timing.
• $170,000 increase in Sewage Treatment costs;
• $108,000 increase in pension costs;
• Capital Funding is down by $700,000;

GOOD STUFF IN THE BUDGET
• All other operating lines that we ‘control’ were reduced;
• A reduction in funding for the General Capital Improvement Fund;
• GVR Property continues to be the third largest ‘tax’ payer paying
$832,367 in 2020;
• Anticipate over $5 million in Capital Spending in 2021;
• Continuation of $9.5 million sewage treatment enhancements;
• Continued full funding of capital for water and electric utilities;
• $2 million electric dividend;
• $100,000 for targeted Electric Utility Bill relief;
• Continuation of Electric Utility Rebate for Seniors;
• $1 million set aside for water meter replacement program
• No change in services for residents

THE MOST IMPORTANT POINT
Madison is in a relatively good financial position because of the sound financial decisions made in
years past.
March 8, 2021
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Municipal Revenues
• $1 Million drop in Municipal Revenues in 2020
•
•
•
•
•

Daily and Annual Permit Parking ($140,000)
Court Fines and Revenues ($165,000)
Interest on bank balances ($340,000)
No longer providing Health Shared Services ($120,000)
Construction Code ($50,000)

Madison can weather this financial pandemic much better than other towns because of the
sound budget decisions made by the Governing Body in years past, specifically regarding
Strategic Planning, Fund Balance (surplus), and establishing appropriate reserves.
March 8, 2021
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Slightly
Revised
Municipal
Budget
Only change is grant revenues
and appropriations
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Budget Alternate Format

March 8, 2021

7

Budget Flows 2020
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Electric
Utility

March 8, 2021

9

Water
Utility
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Strategic Planning Guidelines
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Strategic Planning Guidelines
In 2014, the Borough embarked on a comprehensive strategic planning initiative with volunteers working with staff to
establish budget and finance guidelines. Paraphrasing from the report…
The guidelines provide structure to the annual budget process to assure that a decision on one part of the budget does not
have unintended consequences on another element of the budget.
They help form the basis of communicating to the public some of the tradeoffs involved in achieving the balanced budget
required by statute.
The guidelines should not be considered hard and fast rules that can not tolerate exceptions. Rather they should be seen as
firm but flexible and to be complied with over the long term with material deviations explained as part of the budget
process.
2021 Commentary: The Borough of Madison is intentionally deviating from some of the guidelines due to financial stress
caused by the COVID-19 global health pandemic. Administration is hopeful that we will move back into compliance with
most if not all of the guidelines within the next three years.
March 8, 2021
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Strategic Planning Guidelines
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Strategic Planning Guidelines
• Guideline 1C: Surplus in excess of the upper end of Guideline 1B range (ie >25%) may only be used for the Capital
Improvement Fund or to pay down debt. COMPLIANT? YES.
• Guideline 3B: Surplus should be transferred from a utility only to the extent that the utility's surplus remaining
after transfer (free balance) is considered sufficient for the utility's (a) working capital, (b) capital expenditures,
and c) need for reasonable cushion for contingencies. COMPLIANT? YES.
• Guideline 4B: New borrowing should be limited to capital assets having a useful life of at least 15 years.
COMPLIANT? YES.
• Guideline 6A: Property taxes in the municipal budget should be maintained at prudent levels after considering a)
inflation, b) increases in municipal appropriations and c) the availability of utility transfers and other municipal
revenue. COMPLIANT? YES.
• Guideline 6B: Maintain the Reserve for Uncollected Tax at 2.63% of the total tax levy. RUT for 2020 was 2.5%.
• Guideline 7: As part of the budget cycle, the Chief Financial Officer should prepare a 5 year history of how budgets
have performed relative to guidelines. COMPLIANT? YES.
March 8, 2021
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Property Tax Breakdown
and how COVID-19 has
impacted other municipalities
March 8, 2021
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Property Tax Breakdown
We have a new page on Rosenet.org where residents can type in their estimated 2020 property taxes so they can get
their tax breakdown between the County, Schools and Borough. The page can be accessed here.
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Property Tax Breakdown
Here are some examples from that tax calculator…
$15,000 breakdown
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$25,000 breakdown
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2020 was a financially challenging
year for many towns.
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Garfield, NJ has a
budget that is not
much bigger than
Madison’s budget.
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Municipal Property Tax Comparison
Municipality
Madison

Here is how Madison’s
Municipal Property Tax
increase on an existing
home compares to other
towns from 2013 to 2020.
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% Change in Municipal Property Taxes
from 2013 to 2020
4%

Chatham Borough

9.7%

Florham Park

10.7%

Mountain Lakes

23.5%

Bernardsville

25.3%

Berkeley Heights

18.5%

New Providence

10.5%

Summit

10.6%
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Transparency,
Fund Balances &
Capital Reserves
March 8, 2021
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Transparency

Those interested in learning more about the budget process are encouraged to visit the “Annual
Budget Process” page on Rosenet.org, which can be found under the Finance Department.
March 8, 2021
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Transparency
• The Borough has various fund balance and reserve funds including:
•
•
•
•

Municipal, Electric and Water Free Balance;
Municipal, Electric and Water Capital Balances;
Electric Utility Substation Reserve;
Tax Appeal Reserve;

• Other towns have reserve funds that we don’t have including a snow removal
reserve and accrued balances reserve
All fund balances and reserve levels have dropped or are projected to drop over the
coming years. This is a concern and must be monitored.
March 8, 2021
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Free Balance is dropping (Water, Electric and Municipal)
Total Surplus "Free Balance" in 000's
(Water, Electric and Municipal)
12,000
10,000
8,000

Free Balance
Water Utility
Electric Utility
Municipal
TOTAL

6,000
4,000
2,000
-

2019

2020
Municipal

Electric

2019
2020
2021
$
1,302 $
634 $
655
$
3,459 $
3,620 $
3,507
$
5,281 $
5,075 $
3,124
$
10,042 $
9,329 $
7,286

2021
Water

Very large drop of over $2,756,000 “Free Balance” over the last two years.
March 8, 2021
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Municipal Capital Balances are dropping
Balance as of Jan 1, 2020
Balance as of Dec 31, 2020
Current Balance
Funding in budget
Planned Capital Expenses
Remaining funds*

$1,910,339
$1,636,225
$1,636,225
+ $2,800,000
- $3,815,500
$620,725

Balances dropped by $274,114 in 2020 and
could drop by another $1 million by the end of
this year.
* This assumes all projects are funded. The balance can increase when completed capital
project ordinances are cancelled.
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Electric Utility Substation Reserve
Balance of $1,350,000 as of December 31, 2020 versus $1,200,000 as of December 31, 2019
• The Borough’s electric utility legal counsel is currently negotiating with First Energy (FE) on our Interconnection
Agreement. FE has authority under FERC and PJM to demand certain upgrades to our substation and distribution
system including a) Power Factor Correction and b) required equipment under-frequency loadshedding.
• The Interconnection Agreement must be resolved in the next few months and we must complete the work within
12-18 months thereafter.
• $820,000 current rough cost estimate to upgrade the equipment.
• The Substation Reserve was established to REPLACE the substation. These equipment upgrades are NOT the
intended use of the reserve but given the circumstances, Administration supports using these funds for that
purpose.

Reserve Balance could drop by over $500,000 by the end of 2022.
March 8, 2021
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Tax Appeals
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March 8, 2021

March 8, 2021

Giralda 3
Old Quest

Giralda Farms

Giralda 1
Pfizer

Giralda 4
Atlantic Health
Giralda 5
Allergan
Giralda 2
Merck
Giralda 7
Multi-Tenant
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Tax Appeal Reserves
• Property owners that win an appeal typically receive cash refunds;
• We don’t get any $$ back from the County or Schools to settle the appeal. We have to pay the
entire amount;
• Balance in the Tax Appeal Reserve is $609,836 as of 1/1/21 versus $560,437 as of 1/1/20;
• Large complex tax appeals like office buildings take years to resolve;
• Office Buildings are typically appraised based on occupancy. It is difficult for us to defend appeals
when buildings are empty, tenants are moving out or the corporations are scaling back on their
space needs;
• 2021 Tax Appeals are due in less than a month. We anticipate all large office buildings to file;
• All of the large office buildings already have pending tax appeals with the Borough for 2020.
Some tax appeals go back for multiple years;
• These properties pay close to $5 million a year in property taxes. We may not have enough
money in the tax appeal reserve.
March 8, 2021
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Top 8 Largest Tax Payers in 2020
Giralda 5 - Allergan / AbbVie

$ 1,528,561

Realogy, 175 Park Avenue

$ 1,326,307

GVR Property – Rose Hall & Madison Place

$ 832,367*

Giralda 7 – Multi Tenant Office Building

$ 662,203

Giralda 2 - Merck Animal Health

$ 589,470

Giralda 1 - Multi Tenant Office Building

$ 440,779

Giralda 3 – Old Quest Building

$433,080

Giralda 4 – Atlantic Health Rehab

$380,136
TOTAL**

These 8 properties pay 8.6% of
the total property taxes in
Madison.

$6,192,903

* This number includes all PILOT payments, land taxes and administrative fees.
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Top 8 Largest Tax Payers in 2020
Giralda 5 - Allergan / AbbVie

$ 1,528,561

Realogy, 175 Park Avenue

$ 1,326,307

GVR Property – Rose Hall & Madison Place

$ 832,367*

Giralda 7 – Multi Tenant Office Building

$ 662,203

Giralda 2 - Merck Animal Health

$ 589,470

Giralda 1 - Multi Tenant Office Building

$ 440,779

Giralda 3 – Old Quest Building

$433,080

Giralda 4 – Atlantic Health Rehab

$380,136
TOTAL**

Late last month, Gov. Murphy
signed bill A-1135/S-357 into
law which reinstates the
property tax exemption for
nonprofit hospitals.
This could result in us losing
$380,000+ a year in property
taxes from Giralda 4.

$6,192,903

* This number includes all PILOT payments, land taxes and administrative fees.
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Top 8 Largest Tax Payers in 2020
Giralda 5 - Allergan / AbbVie

$ 1,528,561

Realogy, 175 Park Avenue

$ 1,326,307

GVR Property – Rose Hall & Madison Place

- $ 832,367*

Giralda 7 – Multi Tenant Office Building

$ 662,203

Giralda 2 - Merck Animal Health

$ 589,470

Giralda 1 - Multi Tenant Office Building

$ 440,779

Giralda 3 – Old Quest Building

$433,080

Giralda 4 – Atlantic Health Rehab

- $380,136
TOTAL

$4,980,400

Taking out Atlantic Health and
the Rose Hall Property, the
remaining 6 properties paid
$4,980,400 in 2020.
These properties will likely win
tax appeals that will result in a
loss of up to $1 million in
annual property taxes. That is
on top of losing $380,000 from
Atlantic Health.

* This number includes all PILOT payments, land taxes and administrative fees.
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Summary
• We may not have enough $$ in the Tax Appeal Reserve;
• We could lose up to $1 million in annual property taxes from the office buildings;
• We could lose an additional $380,000 in property taxes from Atlantic Health;
•

The other property tax payers in town will have to make up the difference.

March 8, 2021
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Administration’s Comments
• We are not asking Council to vote on the budget. Tonight we are asking Council for
approval to start drafting the budget. The numbers can change between now and the
budget introduction;
• Madison was VERY FORTUNATE to have sufficient reserves to ‘weather the storm’;
• This is a very austere budget that offers a balance between providing full services and
dealing with the financial impacts of the pandemic;
• Possible Stimulus Funds. We spoke with representatives from Congresswoman Mikie
Sherrill’s office who said:
• The reported numbers are rough and subject to change;
• The exact timing is unknown;
• We will monitor this as it could have a significant impact.
March 8, 2021
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Administration’s List of Concerns
•
•
•
•
•
•
•
•
•
•
•
•

Affordable Housing mandated obligation could cost up to $12 million if we don’t secure tax credits;
Seven collective bargaining agreements expire at year end;
Starting in 2022, we will have over $300,000 in new debt payments to cover sewage treatment upgrades;
We just heard on Wednesday March 3rd that our 2022 Workers Compensation Insurance Costs will
increase by $90,000 and could increase by up to $300,000 if certain legislation passes.
Free Balances dropped $2.7 million in the last two years. Those balances along with capital and other
reserves could another $2 million in the next two years;
Tax appeals that could cost the Borough $500,000 (one time payments from our reserve);
A reduction in the annual property taxes paid by the office buildings (could be up to $1 million);
We may lose $380,000+ a year in property taxes from Giralda 4, Atlantic Health Rehab;
$820,000 in expenses to upgrade our substation to be compliant with new Interconnection Agreement;
We were down $1 million in municipal revenues in 2020. It is hard to predict when revenues will rebound
for parking, court, interest earned, construction;
We will know more about these issues by the end of 2021.
Reminder, a 2% property tax increase will generate $301,319 in additional revenue.
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Keep in mind…
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Municipal property tax
increases over the last
8 years
Based on a home assessed at $667,200
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Madison offers tremendous services
An average home valued at $667,200 received a 2020 property tax bill of $13,377.36.
The municipal portion of this tax bill was $2,915.66.98. For this amount, the residents of
that home received the following municipal services:
• Fire Department & Fire Safety;

• Health Department;

• Police Department & Crossing Guards;

• Fire Hydrants & Street Lights;

• Garbage and Recycling Pickup;

• Free Public Library;

• Yard Waste & Fall Leaf Pickup;

• Plowing and maintenance of over 50 miles of
roads;

• Recreation and Parks Maintenance;
• Senior Citizen Services;
• Sewage Treatment;

• Health, Administration, Finance, Elections, Records,
Construction, Planning, Zoning

The home mentioned above will pay just $4.20 extra per month in municipal property taxes with a 2% increase.
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Questions?
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