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·   Base Formula

· Starting with the prior year amount to be raised by taxation for fire district purposes:

· Deduct one-year waivers and exclusions: 

· Add/deduct the net cost increase or decrease if service delivery is transferred from one government agency to another.  Please consult with the Division for additional guidance if this provision will be used.

· Add four percent (4%) of the sum of the previous steps

· Add to it the district tax value of added assessments as certified by the Tax Assessor based on October 1 added assessment tax billing.  The Municipal Tax Assessor will prepare a certification based on the boundary of each fire district in a municipality.  The Division of Taxation will provide Tax Assessors direction on preparing and submitted this form.

·  “Add-ons” (exceptions)

· Add (or deduct if appropriate) “exclusions” to the levy cap calculation.  An exclusion is an amount that adjusts the otherwise allowable tax levy:

· Increase or decrease (deduction) in debt service

· Increases or decreases (deduction) in all qualified voter approved equipment being paid through a lease agreement, regardless of if financed thorough a government agency (i.e., a county improvement authority) or commercially.  This includes Certificates of Participation or lease “bank” agreements.  A qualified lease is one that was part of a financing approved by the Local Finance Board prior to July 1, 2007 or one approved by at least sixty percent of the voters in a referendum after July 1, 2007.

· Pension increases until contributions are fully phased in pursuant to existing law.

· Health insurance costs that are an increase in excess of four percent (4%) but are less than State health benefits index promulgated by the Division of Pensions and Benefits.  This amount is 7.6% for CY 2008 Fire District budgets.  

· Deduct, starting with FY 2009 budgets, the amount of cancelled or unexpended prior year waivers.

· Add Waivers – The Local Finance Board is authorized to grant waivers to address “extraordinary costs.”  The Board’s decision on a waiver is final and cannot be appealed. Pursuant to the law, these extraordinary costs “may include but not limited to:”

· Energy and insurance costs over a four percent increase

· Increases in non-qualified capital lease payments (those that do not meet the definition above of a “qualified” lease). 

· Offset of the loss of non-recurring revenues

· Total net expenditures for new mandates
 

· Net expenditure increases above four percent in mandated costs1
· Purposes deemed by LFB to be “essential to protect or promote the public health, safety, or welfare.”

· Waivers may be determined by the LFB to be permanent or one time

· Add local referendums 

The law includes a procedure for holding referendums that permit spending over the cap limit.  One important provision is that they require a 60 percent approval of those voting to pass.  The referendum process is covered in Section V of this Notice.

Waivers that are denied by the Local Finance Board may be put to a referendum.  

III. Budget Process Issues

The levy cap requires changes to technical elements of the Division’s budget review process.   Fire District budgets must comply with the following provisions:

1. The introduced budget must be “cap compliant.”  This means that the budget must be at or under cap for the levy cap.  All required budget documentation must be consistent with the introduced budget.

2. Waiver applications related to actions to make the introduced budget cap compliant, must be filed prior to and not later than the date of budget introduction.  Based upon budget review or local circumstances, a district may apply for additional waivers as part of a budget amendment.

3. An introduced budget requiring waivers or planned referendum questions for increased appropriations must include separate line items reflecting the waiver application or referendum. 

Excel Workbook: The Division has developed a new Excel budget workbook that incorporates the levy cap calculation into the body of a revised budget document.  All districts are strongly urged to use the workbook to prepare their budget.  This is covered in detail in Notice 2007-24.  

Budget Message: The Budget Message section of the budget must include information concerning the levy cap in addition to the traditional information requested in the budget message.  The budget document preparer must include the following elements in the message:

· Narrative describing compliance issues relating to the cap

· “Split function tables” that show the total of any appropriations that are subject to a waiver request

· Explanation of all waiver requests

Transfers and waivers: Transfers to or from waiver or referendum line item appropriations are not permitted at any time.  This means that waiver and referendum line items are expended after the base lines item amount is depleted.  In addition, waiver or referendum funds that are unexpended at the end of the fiscal year must be cancelled at year end, unless reserves are justified to the Division.  The Division will order the cancellations if balances are found during review of the following year’s budget, and the levy cap adjusted accordingly.

Treatment of Unexpended Appropriations:  Any cancelled or unexpended appropriations for exclusions will be deducted from the adjusted levy based on the audit report.

It is also important to note the law provides the Director of the Division of Local Government Services authority (N.J.S.A. 40A:4-45.47) to “take such action as is deemed necessary and consistent with the intent …(of the law)… to implement its provisions.”

IV.  Applying for Levy Cap Waivers

Applications for Levy Cap waivers must be filed with the Local Finance Board through a filing process requiring documents to be submitted by e-mail.  

Application Filing: A Fire District Levy Cap Waiver application consists of two primary documents; an Excel workbook for data elements and a Word document for the Executive Summary.  Both must be submitted by e-mail.  Other documents related to the application can be submitted by e-mail.  This includes the Board of Commissioners authorizing resolution, application certification, and any exhibit documents in PDF (Acrobat), Word, or Excel formats the district would like to file.

The Waiver Application form and a separate instructions document are on the Local Finance Board web site.

Displaying waivers in budget:  Waivers for appropriations are shown on budget sheets as separate line items in the budget in accordance with the following procedures:  

1. The waiver application should include any breakouts or other calculation data as an exhibit in the application. 

2. Waiver requests to offset losses in local revenues are not reflected as budget line items.  If approved by the Board, they will be reflected as an increase in the allowable amount to be raised by taxation without any other offsetting line item.

Waiver Reviews: Waiver applications will be scheduled for Board consideration once Division staff completes review of the budget.  The Board will schedule meetings to ensure District budget deadlines are met.

It is possible that amendments to a waiver application may be required based on budget review and consultation with local officials.  If so, staff will make those changes internally and reflect them for LFB review.  

Post Local Finance Board Action:  Once the Board has acted, the results will be sent electronically to the applicant.  If necessary, the district must amend the budget to reflect any Division amendment or Board action that was not reflected on the original budget or subsequent amendments.

If a levy cap waiver is denied, the district can proceed, pursuant to the law, to amend the budget to provide for a local cap referendum as part of the district’s annual election.

V.  Levy Cap Referendum Questions

General Information

A fire district may exceed the four percent property tax levy cap by a referendum question at the annual budget referendum asking the voters to approve an amount that will be added to the tax levy.  The content of the referendum becomes an immediate addition to the district’s property tax levy and is part of the base amount for the following year.  

The levy cap referendum becomes part of the annual budget referendum and is subject to procedures set forth in the budget referendum law, N.J.S.A. 40A:14-72 and 78.5, with one exception.  N.J.S.A. 40A:4-45.46(b) requires that property tax levy cap referendums be approved by 60% of the voters for passage.  

To place a property tax levy cap referendum on the budget, a fire district must take the following steps:

1. The introduced and approved budget submitted to the Division of Local Government Services must include and identify the specific amounts and budget line items for which funds approved at referendum will be used.

2. A budget amendment may include items to be part of a referendum question.

3. The adopted budget contains all amounts to be put out for public vote.

4. At adoption, the Board of Commissioners must pass a resolution authorizing the referendum question.  The resolution must be in the form of the model resolution included in this Notice.

5. The ballot must include the referendum question and explanatory statement in the form of the samples included in this Notice.

Public Question [N.J.S.A. 40A:4-45.46(b)]
The public question for a cap levy referendum shall reference only the “Amount Proposed for Cap Levy Referendum that is part of the calculation of the Maximum Allowable Amount to be Raised by Taxation as shown on the LC-1 form that is part of the Fire District Budget package.  The Public Question and Interpretative Statement to be placed on the ballot shall be as follows:

Public Question

"Shall the Board of Commissioners of (name and number of fire district) be authorized to adopt the (insert year) Fire District Budget, notwithstanding that its property tax levy will exceed the Property Tax Levy Cap Maximum Allowable Amount to be Raised by Taxation increase limitation by (insert percent) or (insert dollar amount) as provided by N.J.S.A. 40A:4-45.46b
A "yes" vote will authorize the Board of Commissioners of the fire district to adopt the budget that was introduced and published. N.J.S.A. 40A: 4-45.2 provides a property tax levy cap of four percent (4%) on the amount of increase.  This amount can be exceeded when approved by referendum of the voters.  

The following are those line items to which the increases apply:

(List line items)

…
If referendum is approved (a “yes” vote) by at least 60 percent of the voters casting a vote at the referendum, the budget will be deemed adopted.

A "no" vote means that the District Board of Commissioners must adopt the budget within the increase limits set forth by the law.

(Insert here “any other such relevant information as the Board may wish to include” in the Statement.).

Conduct of Election

The Director of the Division of Local Government Services has determined pursuant to N.J.S.A. 40A:45-47 that the polling places and election shall be handled as part of the annual fire district election pursuant to N.J.S.A. 40A:14- 72 et seq. 

Enabling Resolution
The referendum must be authorized by Board of Commissioners resolution.  The resolution must include the following elements:

· A declaration of the amount of the increase above the maximum allowable amount to be raised by taxation otherwise permitted and the percentage increase over the maximum allowable amount the amount represents.

· The appropriation line items and the amount to be appropriated for each appropriation item if the voters approve the question and if the voters disapprove the question

· The language of the ballot question

· The interpretative statement for the ballot question

· Any other information the Board of Commissioners chooses to include  

If planned at the time of introduction, the resolution must be approved by a majority of the full membership of the Board of Commissioners prior to introduction of the budget.  A certified copy of the resolution is to be filed with the Division as part of the introduced budget.  If the budget is amended prior to adoption and a referendum created or amended, the resolution must be adopted or amended as appropriate and filed with the Division.

The Attorney General has provided the Division advice with regard to the amount to be appropriated in context of the amounts in the resolution if the voters disapprove the question.   The advice concludes that the information set forth in good faith in a resolution is designed to more fully inform the voters as to the question before them and not to limit the discretion of the Board of Commissioners in finally formulating its budget if the referendum is rejected.  This provides the Board flexibility to amend the budget to meet current needs if the referendum is rejected.

Therefore the resolution must reflect a good faith effort on the part of the Board on its estimates of where the added spending will take place.

A model resolution and reprints of the statutes cited in this Notice are attached.  The model resolution is also on the Division web site. 
Questions concerning any of the procedures or forms in this Notice can be e-mailed to the Division at dlgs@dca.state.nj.us.
Approved: Susan Jacobucci, Director
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MODEL FIRE DISTRICT BUDGET REFERENDUM RESOLUTION

RESOLUTION BY THE BOARD OF COMMISSIONERS OF FIRE DISTRICT (insert Dist. #)  OF THE (name of municipality) IN THE COUNTY OF (name of county) AND STATE OF NEW JERSEY AUTHORIZING A PROPERTY TAX CAP LEVY REFERENDUM ON (date of referendum) 

WHEREAS, N.J.S.A. 40A:4-45.45 provides that in preparation of its budget a fire district shall limit any increase in its property tax levy to four percent (4.0%) over the previous year's amount to be raised by taxation, subject to certain exceptions and additions; and,

WHEREAS, N.J.S.A. 40A:4-45.46(b), permits a fire district to increase amount to be raised by taxation by a percentage rate greater than four percent (4.0%) where said increase is approved by referendum; and,

WHEREAS, the Board of Commissioners of Fire District Number (District #) in the (name of municipality), in the County of  (name of county) has called for a referendum question as part of its annual election pursuant to N.J.S.A. 40A:4-45.46(b) because it finds it advisable and necessary to increase its (insert budget year) amount to be raised by taxation budget by more than four percent (4.0%) over the (insert previous year) amount to be raised by taxation, to provide and maintain essential district services for the residents of the district; and,

WHEREAS, the Board of Commissioners of Fire District Number (District #) in the (name of municipality), hereby determines that a (insert the additional percent increase) increase in the amount to be raised by taxation or (insert dollar increase over the permitted amount) in excess of the increase in the amount to be raised by taxation otherwise permitted by a four (4.0%) tax levy cap, will only become effective upon authorization by sixty percent (60%) of the voters casting a ballot at the annual fire district election and,

WHEREAS, this additional amount will be appropriated for the purposes set forth below, increasing the total appropriation for each such purpose from what would otherwise be provided under the limitations of a 4.0% tax levy cap, as set forth below:

	Line item name
	Amount if referendum fails
	Amount if referendum passes

	
	
	

	
	
	

	
	
	

	(insert additional rows as necessary)
	
	


NOW, THEREFORE BE IT RESOLVED, that the question to be placed on the ballot shall be as follows:

"Shall the Board of Commissioners of Fire District Number (District #) in the (name of municipality) be authorized to increase the (insert year) amount to be raised by taxation in the Fire District annual budget, by (insert percent) or (insert dollar amount) as provided by N.J.S.A. 40A:4-45.45, notwithstanding that its amount to be raised by taxation will exceed the four percent (4.0%) increase limitation.
___ Yes


___ No

INTERPRETIVE STATEMENT

A "yes" vote will authorize the Board of Commissioners of the fire district to adopt the budget that was approved by the Board.  N.J.S.A. 40A:4-45.45 provides a tax levy “cap” of four percent (4.0%) on the amount of increase.  This amount can be exceeded when approved by referendum of the voters.  

The following are those line items to which the increases apply:

(List line items listed in the resolution – do not list amounts)

…
If referendum is approved (a “yes” vote), the amount to be raised by taxation will include this amount. 

A "no" vote means that the Board of Commissioners must adopt the budget within the increase limits otherwise set forth by the law.

(Insert here “any other such relevant information as the Board may wish to include” in the Statement.).
BE IT FURTHER RESOLVED, that said referendum be, and the same is scheduled for (insert date of referendum), between the hours of 2:00 and 9:00 p.m., prevailing time, in the manner provided by statute.

BE IT FURTHER RESOLVED, that the budget of the Board of Commissioners of Fire District (insert number) of the (name of municipality) for (insert year) is hereby authorized to be published in the (name and date of official newspaper) issue.

BE IT FURTHER RESOLVED, that a public hearing on the budget will be held at the (insert location, date and time of public hearing) at which time and place objections to said budget may be presented by taxpayers or other interested parties.

BE IT FURTHER RESOLVED, that two (2) certified copies of this Resolution, shall be transmitted to the Director of the Division of Local Government Services, within 3 days after adoption with the recorded vote included thereon as required by N.J.S.A. 40A:4-5.

(insert local resolution closing, certification, and seal text)

LFN 2007-25





November 5, 2007





CY 2008 FIRE DISTRICT BUDGETS


AND THE PROPERTY TAX LEVY CAP LAW


I.  Introduction


Chapter 62 of the Laws of 2007, signed into law earlier this year by Governor Corzine, created several new property tax and local government budgeting initiatives (see � HYPERLINK "http://www.nj.gov/dca/lgs/lfns/07lfns/2007-10.doc" ��Local Finance Notice 2007-10� for an overview).  This Local Finance Notice provides direction and guidance on implementing the Property Tax Levy Cap (levy cap) for Calendar Year 2008 Fire District budgets.  It should be carefully reviewed by fire district commissioners, budget preparers, and auditors and shared with other appropriate district officials.


This Notice should be read together with �HYPERLINK "http://www.nj.gov/dca/lgs/lfns/07lfns/2007-24.doc"��Local Finance Notice 2007-24� that covers other changes to the Fire District budgeting process.  These Notices work together to cover all issues related to the CY 2008 budget process.


This Notice provides information on how to calculate the levy cap, how to apply for waivers to the levy cap, how to use the Excel workbook the Division has prepared to document the levy cap calculation, and the procedures for Levy Cap Referendum Questions.   It applies only to fire districts and should not be used by municipalities or counties for CY 2008 budgets.  A separate document will be issued in the coming months for those entities.


The Division is prepared run a training seminar on the budget process for fire district officials on Saturday, November 17, 2007.  A separate announcement will be forthcoming on the location.   





Fire District Property Tax Levy Cap


Levy Cap Formula


The law (N.J.S.A. 40A:4-45.44 through 45.47) establishes a formula that limits increases the amount to be raised by taxation (tax levy) in all local units that raise property taxes (municipal, county, and fire districts).  The only exception to the levy cap is municipalities with a municipal purpose tax rate of $.10 or less for the previous tax year: this does not apply to fire districts.  





The core of the formula is a four percent increase to the previous year’s amount to be raised by taxation, which is then subject to various modifications.  The formula to calculate the levy cap is as follows: 








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


Fire District Officials

















� For this purpose, the law defines a “mandate” as those services “that are mandated by any order of court, by any federal or State statute, or by administrative rule, directive, order, or other legally binding device issued by a State agency which has identified such cost as mandated expenditure on certification to the Local Finance Board by the State agency.





