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1. Pending enactment of legislation, local units may proceed to introduce and adopt budgets by appropriating the full pension obligation.  For municipalities and counties, the full amount of PFRS costs must be absorbed as part of both caps.  If legislation is enacted, the local unit will be able to invest funds as described above, or in whatever manner is provided for in the final law.  An extension to the budget calendar is under consideration and any changes will be announced in January.
2. Pending FY 2009 Extraordinary Aid and Special Municipal Aid awards will not be made until this initiative is resolved.  It is likely that aid awards will take into account any deferred pension obligations.  Therefore, any SFY municipality that will not have adopted their budgets in the next few weeks should issue first quarter estimated tax bills in order to ensure cash flow until budgets are adopted.  

3. In the event legislation is enacted, SFY 2009 municipalities that have already adopted their budgets with the full pension amount will follow the procedure above of paying the final billed amount, and reserving and investing the unspent balance.

4. CY 2009 municipal budgets will be expected to comply with the final proposal.  Those local units desiring to introduce prior to enactment may include 100 percent of current pension billings and amend once the final policy is in place.

5. CY 2009 fire district budgets must include the full 100 percent in their budgets.  If legislation is enacted prior to the time these budgets can be amended, amendments will be allowed.  Otherwise, the policies described above for SFY 2009 municipalities will apply.

Questions concerning these policies can be e-mailed to dlgs@dca.state.nj.us.  Please keep in mind that the Division cannot answer questions that require speculation on what happens if there are changes to the current proposal.
Approved: Susan Jacobucci, Director
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Update on Proposed Pension Deferral Initiative


As many local officials are aware, Governor Corzine has proposed a short-term pension deferral program that would reduce core pension obligations by 50 percent for FY 2009 budgets.  The proposal affects FY 2009 budgets for all local units: counties, municipalities, and local authorities (including fire districts).





This proposal, currently pending as S-7 in the State Legislature, is an effort to provide property tax relief to taxpayers in these most challenging economic times, and also provide property levy cap relief to municipalities, counties and fire districts that are faced with increasing costs.  This includes addressing the PFRS liability increases that are now part of the property tax levy cap. The challenge of this initiative is to provide the relief while, at the same time, prudently balancing pension costs, property tax relief, spending increases, and local unit flexibility.





For FY 2009, the pending legislation does not adjust tax levy or appropriation cap laws; therefore, the reduced pension cost will not reduce cap bases, except that PFRS costs for FY 2009 will be moved outside the cap.





As presently drafted, the pending legislation allows local units to appropriate up to 100 percent of their full pension obligation.  The amount over the the final April billing will be reserved and invested.  The local unit will have the option to invest the reserved funds with the State Division of Investments who will invest them in a new program that is similar to how pension funds are invested, or deposited in the State Cash Management Fund, or invested pursuant to the local unit’s cash management plan.  The proposal requires all pension appropriations made in excess of the amount billed to be invested as described above and subsequently used only for pension purposes.





FY 2009 Budget Issues


While it is not known if and when the legislation will pass, the FY 2009 local budget process must proceed.  It is not expected that any legislation will pass until mid-January at the earliest.  The following guidance can be used by local officials who are currently planning or in the process of adopting their FY 2009 budgets:








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








Distribution


Municipal and Freeholder Clerks


Municipal and County Chief Financial Officers


Fire District Boards of Commissioners




















