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The law provides the Board with discretion to meet many different approaches to considering consolidation.  The role of the Board to create the local option supplants the Municipal Consolidation Act’s requirements for all consolidations to be considered through an elected or appointed study commission and voter referendum. Under the Local Option, municipalities considering consolidation can consider alternatives such as using the governing body as a Study Commission, deciding to consolidate without direct voter approval, taking an extended period of time to study the notion, or any other option that facilitates consolidation based on local conditions.

Applying to the Local Finance Board for Local Option Approval 

The Board reviews and approves all applications for a Local Option Municipal Consolidation and the law requires that the application include provisions for:  

1. Explaining the means and qualifications of study commissioners (if any)

2. Outlining the timeframe for the study 

3. Determining if preliminary report is necessary in addition to final report 

4. Determining whether a consolidation implementation plan will be part of the study 

5. Describing the means for the proposed consolidation plan (i.e. voter referendum, governing bodies, or both) 

6. If the application is from a group of citizens, justification that the group is representative of the community. 

Applications are subject to public hearings in each municipality to be studied and a joint public hearing for the two communities. The Board can waiver this provision if appropriate to the circumstances.  After a plan has been approved, an applicant may petition the Board to amend the plan. If amended, the board may decide to hold a public hearing in any of the municipalities affected by the plan. 

Once established, the Department of Community Affairs representative shall serve as a non-voting representative on any commission or study group, and the Division of Local Government Services (Division) will prepare a fiscal study of the financial aspects of the consolidation. If the proposed consolidation includes school districts, the Commissioner of Education will also have a non-voting representative and the county superintendent of schools will prepare a report on the impact of the consolidation on the educational system and it finances. 

Components of a Local Option Consolidation Plan

Municipalities that decide to develop a consolidation plan or Municipal Consolidation Study Commission report must address the following implementation issues for the plan or report to be approved:  

1. A timetable for implementing the plan, which can be phased-in over a fixed period of time, subject to Board approval prior to it being approved by the governing bodies or voter referendum. 
2. The disposition of duplicate positions, including those of tenured or certified officers, listing those to be eliminated. 
3. Civil Service issues in the consolidated municipality, which can include a public referendum concerning participation in Civil Service. 
4. Proposed variations from existing state law or regulation that may not have anticipated a phase in or consolidation of services. The new law provides for a review and possible waiver of such statues or rules if the waiver would further the consolidation. 
5. Any proposed use of advisory planning districts to provide advice to the planning board and the zoning board 
6. Any proposed use of service districts comprising the former municipal boundaries to allocate resources and permit the continuation of local ordinances that existed prior to consolidation. These are subject to review and renewal every five years by the governing body of the consolidated municipality. 
7. Any apportionment of existing debt between the taxpayers of the consolidating municipalities, including provisions for each to retain its own pre-consolidation debt. 

Consolidation Task Force

Once a consolidation plan has been approved, the Division may create a task force of State agencies to assist in the consolidation process. 
If the consolidation plan requires that employees of a consolidated municipality be subject to Civil Service, then the Department of Personnel will create an implementation plan to vest non-civil service employees with Civil Service rights.  In the case that a referendum question is part of the referendum vote, and it fails in its attempt to grant Civil Service to the employees of the consolidated municipality, then existing Civil Service employees shall be given non-civil service titles in the new entity and previously held tenure shall be vacated. 
Property Taxes and Consolidation
The Local Option addresses the concerns about increases in property taxes in the municipal consolidation process by breaking the issue into two parts.  First, the law states that if there is no property revaluation in the consolidated municipality during the first local budget year, then the assessments shall be equalized in the same manner as assessments are equalized for the apportionment of county taxes. Secondly, the law provides for annual property tax relief to homeowners or tenants who experience a property tax increase in the first year following a municipal consolidation. 
The tax relief is a credit in the amount of that first year increase for owner-occupied and residential rental properties. The tax relief will continue until an individual sells their home or no longer resides as tenants in their rental unit they occupied just prior to consolidation. Tenants will receive their credit pursuant to the Tenant Property Tax Rebate Act. 
The amount of tax relief that each homeowner or tenant receives shall be equal to the difference between the municipal and school taxes paid by the taxpayer which is subject to an adjustment made by the Director of the Division. The adjustment reflects operating budgets for a normal, pre-consolidation year and the municipal and school taxes billed to that taxpayer for the tax year in which consolidation is effective. Its purpose is to not penalize residential property owners due to changed in property valuation and equalization that occurs when the municipalities merge.

Where To Go For More Information

For full information on the law visit the Division of Local Government Services webpage www.state.nj.us/dca/lgs/share/index.shtml, by e-mail at dlgs@dca.state.nj.us, or by phone at 609-292-6613.   Officials or citizens considering consolidation are urged to contact the Division before proceeding to ensure they understand the law and how the Division can help.

Approved: Susan Jacobucci, Director
Contact Information





Changes to Municipal Consolidation Laws





In 2007 changes to municipal consolidation and shared services laws were made through the Uniform Shared Services and Consolidation Act, P.L. 2007, c.63 (C.40A:65-1 et seq.). The law, the result of the Legislature’s Special Session on Property Tax Reform, streamlined and reformed laws regarding shared services, joint meetings, and municipal consolidations. 





The Uniform Shared Services and Consolidation Act established “shared services” (eliminating the “interlocal services” phrase) as a term of art, and reformed their enabling laws by recodifying them and adding new provisions, making similar changes to joint meeting laws.  The act established the “Sharing Available Resources Efficiently” (SHARE) grant program for local units to investigate shared services opportunities.  The law also made changes that provided methods for resolving Civil Service and labor contract barriers to shared services.





The law additionally created a new way for municipalities to consider consolidation through the new the Local Option Municipal Consolidation Act (N.J.S.A. 40A:65-25 et seq.), created in Sub article D of the Uniform Shared Service and Consolidation Act.   This Notice covers the changes to consolidation law; however, a separate Notice will cover changes to shared service law.





Initiating the Municipal Consolidation Process





The Local Option Municipal Consolidation (Local Option) law creates new ways of initiating the municipal consolidation process and makes changes to the long-existing Municipal Consolidation Act. Prior to the Local Option, municipalities were required to create consolidation study commissions by ordinance or resolutions.  The Commission had fixed timetables and there was little flexibility to meet the many different circumstances faced by municipalities considering consolidation. The Municipal Consolidation Act continues to exist and many of its provisions still play a role in the consolidation study process.





Under the Local Option, governing bodies or a representative group of citizens may apply to the Local Finance Board (Board) for either the creation of a Municipal Consolidation Study Commission (N.J.S.A. 40A:65-25) or approval of a consolidation plan with no ordinance or resolution issued by the municipality; both under terms and conditions that are highly flexible to meet local needs.  
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