Local Finance Notice 2007-10
May 11, 2007
Page 4

[image: image1.png]| \
EULAEI FiNfGNVY UV U

Ton'S_Corzine Suzan Bass Lovin Susan Jacobucer
Govemar Commissioner Direcor










The second element requires the Division of Local Government Services to develop a system of performance measurement for municipalities.  Once implemented, the appropriation for the Legislative Initiative Municipal Block Grant program will be reallocated by applying the results of the performance measurement system to municipalities.

Given the challenges of developing this system, the Division will develop a process to consider how the system should be structured and implemented.  The development process will include the opportunity for the municipal government community and the public to provide comment on how municipal performance should be assessed and how the Division should proceed in developing and implementing the system.

Chapter 56

Consolidation of Enhanced 9-1-1 Public Safety Answering Points

One provision of Chapter 56 (which deals primarily with State government administrative activities) addresses the Statewide Enhanced 9-1-1 System and the State Plan overseeing its operation.   It requires the State Plan for the enhanced 9-1-1 system to provide for the consolidation of Public Safety Answering Points (PSAP), as appropriate and consistent with plans to upgrade the enhanced 9-1-1 system.  

The law also directs the Office of Emergency Telecommunications Services (OETS) to condition funds allocated for the operation of PSAPs.  The condition requires on municipalities, counties and the State Police to merge and share PSAP functions in ways that are consistent with the State’s plan.  The Treasurer is authorized to establish, by regulation, a 9-1-1 call volume minimum that may be used as a factor in determining which PSAP functions are to be consolidated under the State plan.

Finally, the law also provides that the State plan is to limit the use of sworn law enforcement officers to provide dispatch services.  In addition, OETS is to condition the receipt of monies dedicated for the operation of PSAPs on the limited use of sworn law enforcement officers, except for officers returning to active duty from an injury or other physical disability.

The details of implementation of the law are being considered by OETS and further information will come from that Office.  Information on OETS and the State Plan are online. 
Chapter 62

Property Tax Relief, Budget Levy Cap, and Local Bond Law Amendments

Chapter 62, the keystone of the property tax relief program, contains five major elements:  

1. Revises and increases homestead rebate program and allows for rebates to be remitted as credits on third and fourth quarter property tax bills for eligible homeowners.

2. Starting with FY 2008 budgets, adds a tax levy cap to the municipal, county and fire district budget process.

3. Makes changes to calculation of useful life for bond issuance under the Local Bond Law.

4. Extends due dates of property taxes to counties and boards of education in certain circumstances.

The fifth element involves a cap exception for health insurance for CY 2007 municipal and county budgets, as described in Local Finance Notice 2007-9.  Each of these is discussed below.

1) Property Tax Relief Program:

The law creates a new formula for property tax relief paid directly to homeowners.  The formula is based on a percentage of the property taxes on a homestead from the previous year.  

If the household earns less than $100,000 per year, the homeowner is entitled to property tax relief equaling 20 percent of the previous year’s property taxes on the parcel.  If the earnings are between $100,000 and $150,000, the relief is 15 percent; if between $150,000 and $200,000, the relief is 10 percent.  

Existing programs for senior citizens remain in place, and a senior earns the highest of this program, or any combination of current programs, including the Senior Citizen Property Tax Relief (Freeze) program.

The law directs that the property tax relief be provided as a credit on the third and fourth quarter payments, or if the State determines that the property tax relief “cannot be administered and delivered as credits efficiently,” the relief can be remitted as rebates.  Within the next two weeks, the State Treasurer will make public a formal announcement concerning how the property tax relief will be provided.  Based on informal statements previously made by Administration officials, because the timing of the law makes implementation impractical, it is likely the program for 2007 will involve rebate checks.

When the final determination is made, additional guidance will be provided.  At this time, local officials should anticipate that rebate checks will be issued. 

2) Tax Levy Cap (N.J.S.A. 40A:4-45.44, et seq.)
Starting with Fiscal 2008 budgets, municipalities, counties, and fire districts will have their tax levies limited to a 4 percent increase.  The cap calculation is subject to various adjustments, such the value of increased assessments and other modifications.  The law also allows the Local Finance Board to grant waivers for extraordinary circumstances (some of which are defined in the law).

For municipalities, the levy cap is in addition to the existing appropriation cap; both cap laws must be met.  Counties, which currently operate under a different levy cap, will have to calculate both formulas and are limited to the amount that provides the lesser tax levy.  Fire districts will have a cap for the first time.

The Division is currently reviewing the law and developing procedures that will affect State Fiscal Year 2008 budgets, 2008 fire district, and CY 2008 municipal budgets.

3) Local Bond Law Amendments (N.J.S.A. 40A:2-22)
The law amended provisions of the Local Bond Law regarding the estimated useful life of certain types of capital goods and authorized the Local Finance Board to define “current” expenses.  This definition is a key element for determining if equipment can be funded by a bond ordinance.

There are two changes to the useful life provisions.  The first is the addition of a provision for “Information technology and telecommunications equipment,” under the category “Additional equipment or machinery” [N.J.S.A. 40A:2-22(c)].  This provision provides for such equipment to be treated as follows: “7 years, except that for items with a unit cost of less than $5,000, 5 years.”  

The second provision eliminated the provision of 15 years for “Any purpose, except vehicles, not included in the foregoing, for which obligations may be issued.”  This provision was replaced by new language that allows the Local Finance Board to adopt a procedure for a local unit to ask the Director to “determine a period of usefulness for any capital improvement or property not included in N.J.S.A.40A:2-22, provided that the maximum period of usefulness so determined shall not exceed 15 years.”  

The Division will shortly release an interim process for this, pending formal Local Finance Board action.

4) Extension of Tax Payment Deadlines (N.J.S.A. 54:4-74 and 54:4-75)
As part of the property tax credit amendments, laws regulating when tax levy payments to the county government and boards of education were amended.  In both cases, the laws were amended to permit limited delays in payment “in those years when the third installment of property taxes has been determined by the tax collector to be due after August 10…”  This addresses those circumstances when property tax bills have been mailed after July 16 – when there are less than 25 days between the date of mailing and August 10.  

In these cases, the payment is due no later than five days after the 25th day from when bills were mailed, and:

· For board of education payments, or as otherwise required by N.J.S.A. 54:4-64, but no later than September 1. (N.J.S.A. 54:4-75)

· For county payments, no later than September 15.  (N.J.S.A. 54:4-74)

Chapter 63

Implements CORE proposals

Chapter 63 implemented what has become known as the “CORE” proposals.  The law is separated into several key elements:

· The “Uniform Shared Services and Consolidation Act" (USSCA)

· Provisions for “user -friendly budgets” and “employment compensation disclosure” reports upon adoption of rules by the Division.

· Revision of county superintendent of schools title and duties

Most provisions of this law do not have immediate effect and will be covered in a subsequent Local Finance Notice. 

Immediate questions on any of these issues can be e-mailed to the Division at dlgs@dca.state.nj.us. 

Approved: Susan Jacobucci, Director
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Property Tax Reform Legislation Summary





This Local Finance Notices review new laws implementing the Legislature’s Special Session on Property Taxes.  This Notice is a synopsis of the new laws.  Please note that implementation details as required will follow as various provisions are implemented.





The following Chapter Laws of 2007 affecting local units have been enacted:





Chapter 52: Establishes an independent Office of State Comptroller and consolidates financial audit and performance reviews of State and local government units.  This does not have an immediate effect on local units and is not discussed in this Notice.


Chapter 54: Establishes the "Local Unit Alignment, Reorganization, and Consolidation Commission and also requires the Division of Local Government Services to develop performance measures for local government efficiency.


Chapter 56: In part, requires consolidation of enhanced 9-1-1 public safety answering points.


Chapter 62: Establishes homestead credits to reduce property taxes; imposes 4% cap on local tax levies; permits Local Finance Board to define capital and non-bondable current expenses.


Chapter 63: Implements CORE proposals, including "Uniform Shared Services and Consolidation Act"; user -friendly budgets; revision of county superintendent of schools title and duties.





Chapter 54


Local Unit Alignment, Reorganization, and Consolidation Commission





Chapter 52 contains two significant elements.  The first is the creation of the “LUARC” – the Local Unit Alignment, Reorganization, and Consolidation Commission.  The bipartisan Commission is appointed by the Governor and legislative leadership.  





Once formed, the Commission will conduct studies of how local government services are provided and develop standards on when a municipal consolidation should be considered.  It also establishes a process for the Commission to consider, study, and recommend, subject to State Legislative and local decision-making, consolidation of municipalities.  The Division of Local Government Services is directed to assist the Commission in its work.
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