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Important CY 2007 Budget Matters

Local officials should review and apply the following as appropriate to their circumstances:

· Emergency Temporary Appropriations (N.J.S.A. 40A:4-19 and 20):  Local units are reminded that these appropriations are only to be used to fulfill public expenditures that are required to be made prior to the adoption of the budget.  Emergency Temporary Appropriations cannot be used for funding appropriations that will not be spent until after adoption of the annual budget.

· Gypsy Moth Spraying Appropriations:  In the past, the federal government has reimbursed municipalities for a percentage of their gypsy moth spraying costs.  For 2007 budgets, the local share of this effort is allowed outside the cap under Public and Private Programs Offset by Revenues as the municipal share for this grant.

· Interlocal Service Agreements:  New Interlocal Service Agreements should be approved by the Division before the municipality appropriates outside cap in the municipal budget in order to verify their validity.  The Division reserves the right to question existing interlocal agreements due to local examination process.

· For 2007, adjustments must be made to the cap base to move the appropriations for Insurance and Homeland Security from outside the cap to inside the cap.  The amount to be added to the cap base is the prior year paid or charged plus reserved amounts for each appropriation.

· If employing the alternative method of calculating the Reserve for Uncollected Taxes, the required resolution must be adopted prior to the budget introduction.  Additionally, if using a reduction of the levy for tax appeals, the appeals must be at least 1% of the total levy. 

SFY 2008 Preliminary Budget Guidance
The Division is currently working on specific guidance for implementing the provisions of Chapter 62 for SFY 2008 budgets.  Pending release of that guidance, municipalities are urged to review the statute, N.J.S.A. 40A:4-45.44, et seq. (copy attached) and plan accordingly.  The law is specific in describing how the cap is calculated. 

The guidance will include support for calculating the levy cap, guidance on the waiver process, budget sheets implementing the cap calculation, and the referendum process.  The guidance is expected to be released in the next two weeks.

In the meantime, local officials may issue their third and fourth quarter tax bills using a preliminary tax levy pursuant to N.J.S.A. 54:4-66.1(e)(2), or issue an estimated third quarter bill pursuant to N.J.S.A. 54:4-66.4(c).  These bills may be issued on a timetable that meet a municipality’s individual circumstances, but subject to provisions concerning the length of time a tax bill is “on the street” before it is due (25 days) and related provisions of the law.
Approved: Susan Jacobucci, Director
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	Chapter 62
	N.J.S.A. 40A:4-45.44, et seq


Municipal and County Cap Levy Laws from P.L. 2007, c.62 (A-1)
 C.40A:4-45.44 Definitions relative to property tax levy cap concerning local units.

     9.    For the purposes of sections 9 through 13 of P.L.2007, c.62 (C.40A:4-45.44 through C.40A:4-45.47 and C.40A:4-45.3e):

     "Adjusted tax levy" means an amount not greater than the amount to be raised by taxation of the previous fiscal year, less any waivers from a prior fiscal year required to be deducted by the Local Finance Board pursuant to section 11 of P.L.2007, c.62 (C.40A:4-45.46), that result multiplied by 1.04, to which the sum of exclusions defined in subsection b. of section 10 of P.L.2007, c.62 (C.40A:4-45.45) shall be added.

     “Amount to be raised by taxation” means the property tax levy set in the annual budget of a local unit.

     "Local unit" means a municipality, county, fire district, or solid waste collection district, but shall not include a municipality that had a municipal purposes tax rate of $0.10 or less per $100 for the previous tax year.

     “New ratables” means the product of the taxable value of any new construction or improvements times the tax rate of a local unit for its previous tax year.

 C.40A:4-45.45  Cap on calculation of adjusted tax levy by local unit; exclusions.

     10. a. In the preparation of its budget the amount to be raised by taxation by a local unit shall not exceed the sum of new ratables, the adjusted tax levy, and the total of waivers approved pursuant to section 11 of P.L.2007, c.62 (C.40A:4-45.46); provided, however, that in the case of a county, the amount to be raised by taxation shall not exceed the amount permitted by section 4 of P.L.1976, c. 68 (C.40A:4-45.4).

     b.    The following exclusions shall be added to the calculation of the adjusted tax levy:

     (1)   increases in amounts required to be raised for (a) all debt service and (b) lease payments with county improvement authorities pursuant to leases in effect on the effective date of P.L.2007, c.62 (C.18A:7F-37 et al.);

     (2)   increases in amounts required to be raised to replace State formula aid due to a reduction in State formula aid from the previous local budget year;

     (3)   increases in amounts for certain pension contributions set forth in section 5 of P.L.2003, c.108 (C.40A:4-45.43) for the years set forth in that section;

     (4)   with respect to municipalities, any increase, greater than four percent, in the reserve for uncollected taxes that is required by law;

     (5)   increases in health care costs equal to that portion of the actual increase in total health care costs for the budget year that is in excess of four percent of the total health care costs in the prior year, but is not in excess of the product of the total health care costs in the prior year and the average percentage increase of the State Health Benefits Program, P.L.1961, c.49 (C.52:14-17.25 et seq.), as annually determined by the Division of Pensions and Benefits in the Department of the Treasury.

     (6)   Notwithstanding the other provisions of this subsection, when the appropriation for all debt service is less than the amount appropriated for all debt service in the prior fiscal year, the amount of the difference shall be deducted from the sum of the exclusions listed in paragraphs (1) through (5) of this subsection.  If there are no exclusions, then the amount of the difference shall reduce the adjusted tax levy by that amount.  Any cancelled or unexpended appropriation for any exclusion pursuant to this subsection or waiver pursuant to section 11 of P.L.2007, c.62 (C.40A:4-45.46), also shall be deducted from the sum of the exclusions listed in paragraphs (1) through (5) or directly reduce the adjusted tax levy if there are no exclusions.

 C.40A:4-45.46  Waiver for local unit to increase amount raised by taxes to address extraordinary costs; referendum.

     11. a. The governing body of a local unit may request approval from the Local Finance Board in the Department of Community Affairs for a waiver to increase its amount to be raised by taxes to address extraordinary costs, which may include but not limited to:

     (1)   increases in appropriations for capital lease payments;

     (2)   energy cost increases in excess of four percent;

     (3)   increases in insurance costs over the prebudget year in excess of four percent;

     (4)   offsetting the loss of a non-recurring general fund revenue or surplus;

     (5)   total net expenditures for new mandated services or net expenditure increases above four percent for the cost of 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 expenditures on certification to the Local Finance Board by the State agency; and

     (6)   any purpose related to the provision of government services that the board deems essential to protect or promote the public health, safety, or welfare.

     Amounts raised pursuant to a waiver granted pursuant to this subsection shall be included in the calculation of the adjusted tax levy in a subsequent year, unless otherwise required by the waiver.

     Any decision of the Local Finance Board as to the entitlement of any local unit to a tax levy cap increase under this section shall be final and conclusive, and no appeal or review shall be taken therefrom; provided, however, that the matter may be put before the voters pursuant to subsection b. of this section.

     b. (1) Notwithstanding subsection a. of this section, the governing body of a local unit may request approval, through a public question submitted to the legal voters residing in its territory to increase the amount to be raised by taxation by more than the allowable adjusted tax levy.  Approval shall be by an affirmative vote of 60 percent or more of the people voting on the question at the election.  The local unit budget proposing the increase shall be introduced and approved in the manner otherwise provided for budgets of that local unit at least 20 days prior to the date on which the referendum is to be held, and shall be published in the manner otherwise provided for budgets of the local unit at least 12 days prior to the referendum date, unless otherwise directed by the Director of the Division of Local Government Services in the Department of Community Affairs.

     (2)   The public question to be submitted to the voters at the referendum shall state only the amount by which the adjusted tax levy shall be increased by more than the otherwise allowable adjusted tax levy, and the percentage rate of increase which that amount represents over the allowable adjusted tax levy.  The public question shall include an accompanying explanatory statement that identifies the changes in appropriations or revenues that warranted the governing body's decision to ask the public question; or, in the alternative and subject to the approval of the Director of the Division of Local Government Services in the Department of Community Affairs, a clear and concise narrative explanation of the circumstances for the increased adjusted tax levy being proposed.

     (3)   Unless otherwise provided pursuant to section 1 of P.L.1989, c.31 (C.40A:4-5.1), a referendum conducted pursuant to this subsection shall be held:

     (a)   for calendar year budgets only on the fourth Tuesday in January and the second Tuesday in March other than in year when a presidential primary election occurs, in which case no such election on that date may be called; and 

     (b)   for fiscal year budgets, only the last Tuesday in September, or the second Tuesday in December;

provided, however, that no referendum shall held on the same day as a referendum to exceed the school district levy cap.

     (4)   Any decision of the voters rejecting an increase to the tax levy cap under this subsection shall be final and conclusive, and no appeal or review shall be taken therefrom and no waiver application shall be made to the Local Finance Board.

     (5)   The director is authorized to act as necessary in order to consolidate ballot questions and procedures when a governing body elects to hold a referendum under both this section and section 9 of P.L.1983, c.49 (C.40A:4-45.16).

     c.     The Local Finance Board shall have the authority to grant additional waivers, applicable to all or some local units, as determined by the board, and only effective for the local budget year in which the waiver is granted, upon a finding of extraordinary circumstances that result in an unanticipated increase in expenditures for a service essential to the health, safety, and welfare of the residents of the State.

     d.    The adjusted tax levy shall be increased or decreased accordingly whenever the responsibility and associated cost of an activity performed by a local unit is transferred to or from a local unit, other government entity, or other service provider.

C.40A:4-45.47  Actions taken by director to implement provisions concerning cap on the property tax levy; rules, regulations.

     12. a.  The Director of the Division of Local Government Services in the Department of Community Affairs shall take such action as is deemed necessary and consistent with the intent of sections 9 through 11 of P.L.2007, c.62 (C.40A:4-45.44 through C.40A:4-45.46) to implement its provisions.

     b.    The director, in consultation with the Commissioner of Education regarding referendum dates, shall promulgate rules and regulations to effectuate the purposes of subsection b. of section 11 of P.L.2007, c.62 (C.40A:4-45.46).

New section concerning health insurance costs for existing cap

C.40A:4-45.3e  Additional exceptions to limits on increases to certain appropriations of local units.

     13.  In addition to the exceptions to the limits on increases to municipal appropriations set forth in section 3 of P.L.1976, c.68 (C.40A:4-45.3) and to the county tax levy set forth in section 4 of P.L.1976, c.68 (C.40A:4-45.4), an increase in appropriations that represents expenditures made by a municipality or county for the purpose of funding the provision of health insurance shall be exempt from the limits on increases to municipal appropriations and to the limits on increases to the county tax levy in county budgets, respectively, for any budget year, to the extent that the increases in health care costs equal that portion of the actual increase in total health care costs for the budget year that is in excess of four percent of the total health care costs in the prior year, but is not in excess of the product of the total health care costs in the prior year and the average percentage increase of the State Health Benefits Program, as annually determined by the Division of Pensions and Benefits in the Department of the Treasury.
	HEALTH INSURANCE EXCLUSION CALCULATION SHEET

	 

	2007 State Health Benefits Program Average Increase:    
	7.6%

	MUNICIPALITY
	COUNTY
	EXAMINER

	 
	 
	 

	 
	 
	 

	A.  2007 GROUP HEALTH INSURANCE-APPROPRIATION
	$0.00 

	     2006 GROUP HEALTH INSURANCE-EXPENDED
	$0.00 

	*NET INCREASE (DECREASE)          
	$0.00 

	* If Net Amount is Zero or Less STOP- No Further Action Required

	B.  IF NET AMOUNT IS GREATER THAN ZERO PROCEED AS FOLLOWS:
	 

	1.  Net Increase Divided by 2006 Amount Expended = % Increase                      (must be greater than 4%; if not STOP)
	0.00%

	2.  2007 State Health Average 7.6%; Less 4%  = % Increase excluded from Cap
	0.00%

	3.  % Increase (B1) less % Increase Exclusion (B2)  = % Increase Inside Cap
	0.00%

	4.  % Increase Inside Cap (B3) * 2006 Expended = Appropriation Inside Cap
	$0.00 

	5.  % Increase Exclusion (B2) * 2006 Expended = 2007 Appropriation Outside Cap
	$0.00 

	2007 Increase in Appropriation
	$0.00 


Instructions to Complete the Health Insurance Cap Exception Calculation

1. Only the green sections of the spreadsheet can be completed.  The remaining cells are locked.

2. Fill in the following fields (green):


a. Name of Municipality


b. County


c. 2007 Group Health Insurance Total Amount Appropriated


d. 2006 Group Health Insurance Paid or Charged plus Reserved (Total Modified)

3. The spreadsheet will automatically calculate the inside cap and outside cap appropriations.

4. The 2007 Statewide average increase for Group Health Insurance = 7.6%.
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Budget Issues Update: 


CY 2007 and Preliminary SFY 2008 Budgets





This Local Finance Notice provides guidance to municipal and county officials on a range of issues related to FY 2007 budgets and provides initial guidance on SFY 2008 budgets.  Questions on any of these issues can be referred to the Division at � HYPERLINK "mailto:dlgs@dca.state.nj.us" ��dlgs@dca.state.nj.us�.   Other issues related to tax collection changes are found in �HYPERLINK "http://www.nj.gov/dca/lgs/lfns/lfnmenu.shtml"��Local Finance Notice 2007-8�.





CY 2007 Municipal and County Budgets – 


Limited Health Insurance Cap Exception





P.L. 2007, c.62 amended the existing cap law as it affects the FY 2007 budget cycle to provide a limited cap exception for increases in health insurance costs.  The exception is the amount of the increase in excess of 4 percent of the previous year’s expenditure, and less than the average increase in State Health Benefits Program.  That amount can be budgeted as an exception to spending limitations (i.e., outside the cap).  This year’s State Health Benefits Program average increase is 7.6 percent.  The section of the law is complied at �HYPERLINK "http://lis.njleg.state.nj.us/cgi-bin/om_isapi.dll?clientID=127658&Depth=2&TD=WRAP&advquery=%2240A%3a4-45.3e%22&depth=4&expandheadings=on&headingswithhits=on&hitsperheading=on&infobase=statutes.nfo&rank=&record=%7b10456%7d&softpage=Doc_Frame_PG42&wordsaroundhit"��N.J.S.A. 40A:4-45.3e� and is attached to this Notice.





To implement this provision, the following rules apply to 2007 budgets (SFY and CY budgets):


Budgets that have not been introduced can be introduced with the cap exception calculated as above.


Budgets that have already been introduced but not adopted must be corrected at the time of adoption.


For budgets that have already been adopted, the Division will adjust the cap bank for 2007 to reflect the exception for the FY 2008 budget cycle.





To assist local units in calculating the amount of the cap exception, the Division has prepared an Excel spreadsheet that will assist in the cap exception calculation.  It can be downloaded from the General Budget Forms section of the Municipal and County Budget page on the �HYPERLINK "http://www.nj.gov/dca/lgs/fiscal/budmenu.shtml" \l "GenlBudForms"��Division website�.  A print out of it is attached to this Notice.





Instructions for handling the exception in FY 2008 and future years will be part of FY 2008 Budget Instructions. 











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�
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Chief Financial Officers


Municipal and Freeholder Clerks

















