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Energy Tax Receipts /Supplemental Energy Tax Receipts and

Consolidated Municipal Property Tax Relief Aid

To meet the Governor’s policy of keeping State aid level, the budget accounts for the mandatory Energy Tax Receipts inflation increase of 3.5 percent by reducing the amount of CMPRTA aid by a comparable amount.  This is reminiscent of what was done under similar fiscal circumstances in 2002.  All budgets must reflect the increase in Energy Tax Receipts and reduction of CMPTRA. 

To compare 2005 to 2006 aid, combine the amounts for ETR, S-ETR and CMPTRA.  While the individual amounts may be different, the total results in the same amount of aid.

The basis for the Energy Tax Receipts was described in Local Finance Notice MC 97-6 (Energy Deregulation and Utility Taxes).  The appropriation is broken into two components, Energy Tax Receipts and Supplemental Energy Receipts Tax.  While the ETR will be distributed in payments made between August 1 and December 1, the S-ETR will be a single payment on or about June 15, 2006.  The Aid Payment Certification (when issued in late July) will show both payments.  

Legislative Initiative Municipal Block Grant
The statute governing the program requires that aid be allocated on a per capita basis, using the most recent federal decennial census. This year’s aid is $34,825,000, the same amount distributed last year.

Extraordinary Aid

The adopted budget includes $43 million for the Extraordinary Aid program.  Extraordinary Aid addresses a municipality’s extraordinary need for additional state aid necessary because of a severe fiscal crisis.  Eligible municipalities will receive a separate Local Finance Notice describing the application process. 

Applications will not be considered if the SFY 2006 budget is not introduced, and the SFY 2005 Annual Financial Statement and the 2004 audit are not on file with the Division.

If the municipality is considering applying for Extraordinary Aid, please note the following:

1. To receive aid, applicants must demonstrate that significant measures are in place to reduce spending and improve governmental efficiencies.  

2. Extraordinary Aid should not be relied upon to determine spending, as it is intended for unique, not repeating, circumstances.

3. Extraordinary Municipal Aid cannot be anticipated in SFY 2006 budgets.  

4. Receipt of Extraordinary Aid in SFY 2006 is not guaranteed by virtue of receipt of Extraordinary Aid last year.  If an introduced budget anticipates Extraordinary Aid, the budget must be amended to remove the revenue before the application is considered.

5. In reviewing applications, consideration will be given to the amount of available surplus and reserve for uncollected taxes that could be used for property tax relief.  

Garden State Preservation Trust Fund

P.L. 1999, c.152 established the Garden State Preservation Trust Fund to implement the recent public referendum to preserve one million acres of open space and farmland over ten years. The law provides a sliding scale of payments in lieu of taxation for property purchased by the State to replace the ratable loss absorbed by the local taxing districts.  Notwithstanding other provisions of law to the contrary, the State budget authorizes municipalities to anticipate all funds as property tax relief in their budgets. 

Municipalities will receive an announcement and payment from the program in the fall.  For budget purposes, the amount received in SFY 2005 may be anticipated as revenue, and may be amended if actual revenue is known prior to adoption of the budget.   Please remember that based on the law, amounts of this type of State aid may decline over time.

Municipal Homeland Security Aid

Instituted last year, Municipal Homeland Security Assistance Aid is a population-based formula and allocated to municipalities that spend more than $300,000 in police costs.  The revenue is treated as property tax relief with no offsetting appropriation.

Watershed and Pinelands Aid

Legislation passed last year re-established the Watershed Moratorium Offset Aid and Pinelands Property Tax Stabilization Aid.  These aid amounts are fixed and are shown on the Certification for the recipients.

Business Personal Property Tax Depreciation Adjustment

(Verizon)
In 2001, the CMPTRA allocation was increased for those municipalities whose loss of BPP revenues, between 1998 and 2000 attributable to the change in Verizon depreciation schedules, exceeded one percent (1%) of their total tax levy in 2000.  The CMPTRA allocation has been calculated to include the amount of Adjustment Aid.  For reference purposes, the total Adjustment Aid and portion to be appropriated to the board(s) of education are shown only on the Certification for the affected municipalities.  If your municipality does not benefit, there is no reference on the Certification.

Aid Payment Schedule
An aid payment schedule will be provided in late July, prior to the first payment on August 1. 


Payments are made electronically through the Automated Clearing House payment system.  In order for this system to work properly, any changes in the municipality's depository bank must be reported to the Division, as soon as possible, so the necessary changes can be made in the payment computer system. If the bank or account number changes, the Credit Authorization Agreement for Automatic Deposits form and instructions can be obtained from the State Office of Management and Budget website. 

State Fiscal Year 2006

Municipal Budget Cap Cost-of-Living Adjustment

Pursuant to N.J.S.A. 40A: 4-45.1a, the Director of the Division of Local Government Services must promulgate the Cost of Living Adjustment (COLA, formerly called index rate), which in turn drives the calculation of the budget caps for the year.

The COLA is based on the Implicit Price Deflator for State and Local Governments, calculated by the U.S. Department of Commerce, Bureau of Economic Analysis.  The COLA for SFY 2006 is five percent (5%).  Pursuant to N.J.S.A. 40A: 4-45.2, “municipalities and counties shall be prohibited from increasing their final appropriations by more than 2.5%…” unless action is taken by the governing body to increase their final appropriations subject to the cap to the statutorily permitted three and a half percent (3.5%).

In other words, as was the case in SFY 2005, because the COLA exceeds the statutory maximum of 2.5%, the cap rate for SFY 2006 is 2.5%.  The governing body may pass a COLA ordinance, increasing the cap base an additional 1% for a total of 3.5%.

A municipality may by ordinance, increase the COLA percentage up to 3.5 percent [N.J.S.A. 40A: 4-45.14(b)] or bank (for up to two years) the difference between its final appropriation subject to the cap and 3.5%.  A single ordinance can be used to increase appropriations and bank any unappropriated balance. Cap bank balances from 2004 and 2005 are available for use in 2006.  If the municipality did not adopt the COLA ordinance in 2005, credit is not available for banking a 2005 amount.

A model ordinance is included with this Notice and can be downloaded as part of the Notice’s posting on the Division’s web site or from the Financial Regulation and Assistance page. 

If a governing body chooses to increase its allowable percentage increase in its budget the following steps must be taken:

1. After July 1st, and prior to introduction and approval of the budget, an ordinance must be introduced that details the following:

a. The new rate (increase percent) to be adopted; and,

b. The additional amount of appropriations to be added by the increase.

2. The ordinance must be approved by a majority of the full membership of the governing body, published and a public hearing held at least 10 days after the publication date.  A certified copy of the introduced action must be filed with the Director of the Division of Local Government Services within 5 days of its introduction.

3. The governing body may take a final vote on the action any time after the public hearing and prior to adoption of the budget.  Depending on the form of government, the chief executive may veto the action in accordance with local procedures.

4. The ordinance takes effect immediately upon passage, and a certified copy of the adopted action must be filed with the Director within 5 days.

5. Cap increase referendums are not permitted if this option is chosen.

If you have any questions regarding this determination, please call the Bureau of Financial Regulation and Assistance at (609) 292-4806 or by e-mail.

Approved: Susan Jacobucci, Director
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STATE FISCAL YEAR 2006 

MODEL ORDINANCE TO EXCEED THE MUNICIPAL BUDGET APPROPRIATION LIMITS 

AND TO ESTABLISH A CAP BANK

 (N.J.S.A. 40A: 4-45.14)

WHEREAS, the Local Government Cap Law, N.J.S.A. 40A: 4-45.1 et seq., provides that in the preparation of its annual budget, a municipality shall limit any increase in said budget to 2.5% unless authorized by ordinance to increase it to 3.5% over the previous year’s final appropriations, subject to certain exceptions; and,

WHEREAS, N.J.S.A. 40A: 4-45.15a provides that a municipality may, when authorized by ordinance, appropriate the difference between the amount of its actual final appropriation and the 3.5% percentage rate as an exception to its final appropriations in either of the next two succeeding years; and, 

WHEREAS, the (insert the name of the governing body) of the (insert the name of the municipality) in the County of (insert the name of the county) finds it advisable and necessary to increase its SFY 2006 budget by up to 3.5% over the previous year’s final appropriations, in the interest of promoting the health, safety and welfare of the citizens; and,

WHEREAS, the (insert the name of the governing body) hereby determines that a (insert the rate of increase) % increase in the budget for said year, amounting to $ (insert the dollar amount increase) in excess of the increase in final appropriations otherwise permitted by the Local Government Cap Law, is advisable and necessary; and,

WHEREAS, the (insert the name of the governing body) hereby determines that any amount authorized hereinabove that is not appropriated as part of the final budget shall be retained as an exception to final appropriation in either of the next two succeeding years.

NOW THEREFORE BE IT ORDAINED, by the (insert the name of the governing body) of the (insert the name of the municipality), in the County of (insert the name of the County), a majority of the full authorized membership of this governing body affirmatively concurring, that, in the SFY 2006 budget year, the final appropriations of the (insert the name of the municipality) shall, in accordance with this ordinance and N.J.S.A. 40A: 4-45.14, be increased by (insert the rate increase) %, amounting to $ (insert the dollar amount increase), and that the SFY 2006 municipal budget for the (insert the name of the municipality) be approved and adopted in accordance with this ordinance; and, 

BE IT FURTHER ORDAINED, that any that any amount authorized hereinabove that is not appropriated as part of the final budget shall be retained as an exception to final appropriation in either of the next two succeeding years; and,

BE IT FURTHER ORDAINED, that a certified copy of this ordinance as introduced be filed with the Director of the Division of Local Government Services within 5 days of introduction; and, 

BE IT FURTHER ORDAINED, that a certified copy of this ordinance upon adoption, with the recorded vote included thereon, be filed with said Director within 5 days after such adoption.
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SFY 2006 State Aid Certification and 


Budget Cap Cost of Living Rate Announcement





This Notice includes information concerning State Fiscal Year 2006 State Aid revenues, and promulgates the Budget Cap Cost of Living Allowance (COLA) increase for SFY 2006 budgets.  





�HYPERLINK "http://www.state.nj.us/dca/lgs/fiscal/2005_data/05mis/menu_mis_2005.shtml"��SFY 2006 Municipal Information Sheets� are now available and can be downloaded from the Division’s Municipal Budget/ Financial Reports webpage. 





State Aid Certification


Formula-based State Aid programs are shown on Sheet 5 of the budget.  They are as follows:	


Consolidated Municipal Property Tax Relief Aid (CMPTRA)


Energy Tax Receipts (ETR)/ Supplemental Energy Tax Receipts (S-ETR)


Legislative Initiative Municipal Block Grant


Municipal Homeland Security Assistance


Watershed Moratorium Offset


Pinelands Property Tax Stabilization


Garden State Trust Fund





Aid certifications for each SFY municipality are available on the Division’s web site, under the �HYPERLINK "http://www.state.nj.us/dca/lgs/muniaid/aidmenu.shtml"��Municipal State Aid� heading.  Certifications are not being mailed and must be obtained directly from the web site.  The certifications show aid allocations for each municipality and shall be used in preparing the revenue section of SFY 2006 budgets.  A full spreadsheet of all allocations is also on the web site.





Chief Financial Officers are urged to distribute this information to elected officials and staff as appropriate, and to their Registered Municipal Accountant.  Specific information on each aid program follows later in this Notice.





Contact Information





Director's Office


V.  609.292.6613


F.  609.292.9073


Local Government Research


V.  609.292.6110


F.  609.292.9073


Financial Regulation�and Assistance


V.  609.292.4806


F.  609.984.7388


Local Finance Board


V.  609.292.0479


F.  609.633.6243


Local Management Services


V.  609.292.7842


F.  609.633.6243


Authority Regulation


V.  609.984.0132


F.  609.984.7388


Mail and Delivery


101 South Broad St.


PO Box 803


Trenton, New Jersey


08625-0803


Web: � HYPERLINK "http://www.nj.gov/dca/lgs" ��www.nj.gov/dca/lgs�


E-mail: � HYPERLINK "mailto:dlgs@dca.state.nj.us" ��dlgs@dca.state.nj.us�








Distribution


State Fiscal Year:


Chief Financial Officers


Municipal Clerks

















