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· The local employer must pay either the full or the reduced amount that will appear on the pension bill; payment of any other amount is not allowed.

· The reduction in pension costs is not offset by a reduction in local unit appropriations or levy cap calculation.  The reduction is treated as any cost reduction; no adjustment is made.

· Local employers that have adopted their FY 09 budget that includes an appropriation for the full payment are not eligible for the pension reduction.  This applies to employers that are subject to the Local Budget Law (N.J.S.A. 40A:4), the Local Authorities Fiscal Control Act (N.J.S.A. 40A:5A) and any subsidiary entity of these employers (i.e., public libraries, joint meetings, or independent commissions or boards).  Their adopted budget contains the appropriation to make full payment and must be used to make the pension payment.

· In order to take advantage of the reduced contribution, a local employer’s governing body must pass a resolution asserting and justifying its need for the deferral and the resolution must be approved by the Local Finance Board (Board) in order for the reduced amount to be budgeted.  

· A local employer, that is a subsidiary of another local employer (i.e., a County Welfare Commission) and has a separate pension employer or location code, must apply on its own to take advantage of the law.  Because they receive a separate pension bill, that entity must apply, even if their “parent” agency pays the pension bill through a centralized budgeting system.

· The law permits a deferral of any or all of the employer’s PERS and PFRS accounts.  The application documents require the employer to list the individual accounts that will be deferred.   
· The unpaid or deferred amount will be shown on the pension bill as a separate line item.  The amount will be repaid starting in April of 2012 over a 15 year period.  The amount will fluctuate based on pension system investment earnings on the deferred amount.  State law does not provide the authority for a local employer to issue debt to finance this obligation.  The local employer is allowed to pay off the obligation at any time by contacting the Division of Pensions and Benefits for a payoff amount.
· Questions have been raised about the impact of pension deferral on cap waiver applications and Extraordinary Aid.  It is important to recognize that one of the principles behind the law is its potential to minimize property tax increases in 2009.  Further, Governor Corzine has asked that the Local Finance Board keep this principle in mind when considering waiver requests, requesting that exceptions be granted for only the most extreme fiscal and operational circumstances.  

Cap waiver applicants should be aware that staff reviews will take the pension deferral into account and applicants that do not also apply for a pension deferral will need to justify why they have not taken advantage of it as a way of limiting property tax increases in 2009.  These applicants should keep in mind what actions they will take if a waiver is not granted.

Further, given that Extraordinary Aid is intended to reduce the impact of property tax increases, applicants for this program will have their pension deferral taken into account when the Director considers the need for aid. Applicants should carefully review Local Finance Notice 2009-5 to review the criteria for receiving Extraordinary Aid to ensure their application meets the criteria in light of pension deferral.

Finally, CY 2009 applicants should note that pension deferral applications must be filed by April 30 (see below) and Extraordinary Aid applications are due on April 15.  Thus, careful consideration must be granted to the scheduling of applications and local budget decisions.

· Boards of Education: With regard to local boards of education, a separate law, P.L. 2009, c.22 (S-15) reduces school district FY 08-09 state aid by the amount of the reduction in pension billing.  In addition:

· A board of education retains the ability to pay the full pension amount if they have sufficient financial capacity to absorb the aid offset and the full payment.  

· A board that does not pay the full amount is subject to the 15 year repayment policy.

· An application to the Local Finance Board is not required for a board of education to take advantage of the reduced billing.

· Payment Billing and Due Dates:  
· Pension bills reflecting the deferral are being prepared by the Division of Pensions and Benefits and will be mailed shortly.  Pension deferral amounts for each local employer are posted on the Division’s website and have been separately provided to municipal governments on their State Aid certifications.  The grace period for payments ends April 30.  Though the pension bills will be based on the assumption that the pension deferral will be used, fiscal personnel should review the bill and the accompanying instructions to ensure they pay the correct amount.
· Pension payments normally received after April 30 are subject to an interest charge.  A deferral applicant must submit its application to the Local Finance Board and pay the pension bill using the reduced amount by April 30.  If this is done, the Division of Pensions and Benefits will suspend the imposition of interest charges pending the determination of the Local Finance Board.  If the Board denies the application, the local employer will then have 14 days to remit the remaining amount, after which, interest will accrue.  The Board expects to complete evaluations of all applications by the end of May.
Budget Cap Calculations

All municipalities and counties must calculate their budget caps (2.5% cap and new 4% levy cap) based on direction provided through the new law.  The Appendix to this Notice provides specific direction and calculation for Chief Financial Officers to apply the changes in the law.

The Division is aware of some uncertainty concerning the application of budget cap provisions of P.L. 2009, Chapter 19 to FY 2010 budgets.  As the Division moves through implementation over the next few weeks the cap impact of 2010 will be studied and action taken to resolve any questions.

Application to the Local Finance Board

Application Process

The law requires the local employer desiring to pay the reduced amount to pass a resolution that explains its need to pay the reduced amount and to provide documentation concerning its actions to deal with budget challenges.  Specifically, the law requires the following steps for an employer that elects to pay the reduced amount: 

1. Adopt a resolution, separate and apart from other budget resolutions.

2. The resolution must state that the employer needs to pay the reduced contribution and providing an explanation of that need.

3. The explanation of need shall:

a. Describe the local employer’s inability to meet the cap without jeopardizing public safety, health, and welfare or without jeopardizing the fiscal stability of the employer, or 

b. Describe another condition that offsets the long term fiscal impact of the payment of the reduced contribution.  

4. Document the need as follows:

a. Document those actions it has taken to reduce its operating costs, or

b. Provide a description of relevant anticipated circumstances that could have an impact on revenues or expenditures. 

5. Once submitted to the Local Finance Board, the Board shall approve  the resolution after making a finding that the fiscal conditions are valid and affirming the findings contained in the employer resolution.

To facilitate the Board’s review, a model resolution has been prepared and must be used by all employers.  The resolution refers to an “attachment” which includes space for the required explanation and documentation.  The documents are available on the Local Finance Board webpage under Pension Deferral.

Application Instructions

The following forms and instructions affect the submission process.  All forms are available for download from the Pension Deferral website.

1. Resolution:

a. A form of resolution is provided.   It must serve as the basis for the resolution adopted by the local employer. 

b. A single resolution, approved by majority of the full membership of the governing body, is required for each local employer and includes use of PERS, PFRS, or both pension reductions.

c. Complete the resolution as applicable and eliminate the instructional or guidance information (in italics) or <brackets>.

d. Do not include the detailed explanation and documentation in the resolution.  Use the Application Attachment for that purpose.

e. The resolution includes the required usual vote tally, clerk’s certification attesting that it is a true copy, and the Local Finance Board required certification of the chief financial officer that the information is true to the best of the officer’s knowledge and belief.  A separate form is not required.  

f. A copy of the signed resolution must be submitted either in hard copy or electronically as a PDF or other image file.  See the section below on “File naming” for instructions on how to name the file.

2. Application Worksheet: The Board’s administrative procedures require the submission of an application form.  For the Pension Deferral, an Excel worksheet has been prepared.  The following details apply:

a. The worksheet has two tabs.  Both must be completed.

b. On the first tab, insert any of the employer’s Pension Employer/Location Code number.  Regardless of the number of accounts an employer may have, this can be either a PERS or PFRS account number.  The Division has a database of code numbers linked to employers.

c. Complete the rest of the entity identification information, including primary contact information.

d. Insert the amounts of pension reduction for each pension system.  It must aggregate the 50 percent amounts for any of the pension accounts for which the deferral is being requested (i.e., a single municipality may have one PERS account and separate accounts for police and fire agencies).

e. On the second tab, insert the contact information for those individuals who will receive copies of information and approval resolutions.

3. Resolution Attachment:  This is the form used to explain the governing body’s request.  The form uses text boxes for the major elements.  They will expand in size as necessary.

a. Complete the fields for Applicant Information

b. Complete the Executive Summary and provide a summary overview of the need and justification.  Be sure to include the tax impact of the deferral amount on the average residential parcel.

c. Complete the Explanation of Need – complete only Question A or B – not both.

d. Complete the Documentation section – complete only Question A or B – not both.

e. Do not submit backup documents such as employee contracts or financial statements.  The Board’s staff will contact the applicant if they have any questions about the information.

f. Be concise with explanations and descriptions.

Submission Details:

The timing of budget reviews and the need to make pension payments drives the application submission schedule.  In order to accommodate this schedule there are three tracks local employers can use to apply for pension deferral.

The first track is for SFY 2009 municipalities that have not adopted their budgets.  The Board has scheduled a special meeting on April 1 to hear applications from these municipalities.  In order to expedite handling and processing of these very time sensitive applications, pension deferral resolutions and supporting documents must be filed with the Division by March 25.  All SFY 2009 applications must be heard on this schedule.
Appreciating the time constraints of holding governing body meetings, the March 25 submission may include a form of resolution that will be considered by the governing body prior to April 1.  The final adoption of the resolution, however must take place before, and be filed with the Board prior to April 1.  This permits local staff to prepare the application and Board staff to commence review in time for the April 1 meeting.

SFY municipalities that are conducting an accelerated tax sale and require approval of cap waivers must appear before the Board no later than the April 8 meeting.  This means the waiver application must be filed by March 26.

The second track is for non-SFY municipalities and other applicants that need a decision by mid-April.  These applications will be considered at the regularly scheduled Board meeting of April 8.  The submission date of all supporting documents and a form of resolution is March 26, and the adopted resolution must be filed by April 2.  Depending on the volume of applications, the Board may schedule a special April meeting to consider applications.

The third track is for all other applicants, and will be heard in May.  All application material must be filed by the regular application due date of April 22.  No applications will be accepted after April 22.

	Recap of Initial Submission Schedule

	
	Special SFY Meeting of April 1
	Regular Meeting on April 8
	Regular Meeting on May 13

	Documentation due date (with form of resolution)
	March 25
	March 26
	April 22

	Submission of adopted resolution
	March 31
	April 2
	N/A

	Meeting date
	April 1
	April 8
	May 13


File Naming Instructions:

It is absolutely critical that local officials correctly name their files submitted via e-mail.  Improperly named files will likely delay consideration of an application.

For pension deferral purposes local employers will not use their 4-digit municode as an identifier.  Applicants will use one of their Pensions Employer (or location) Code numbers.  Using that code number, files must be named in this sequence:

EmployerCode_xxx_2009.yyy

In this example, 

· EmployerCode means the Pension Employer or Location Code number

·  _ means an “underscore” character

· xxx is the identifier for the form being submitted 

· _ means an “underscore” character

· 2009  is the budget year
· yyy is the type of file (xls for Excel, doc for Word, PDF for Acrobat, etc.).
The form identifiers are as follows (upper or lower case is fine):


Resolution =  PDR


Application worksheet = PDW 


Resolution Attachment = PDA

Local employers that are not municipal or county governments should contact the Division at dlgs@dca.state.nj.us for municode naming instructions.

All electronic documents must be e-mailed only to LFB@dca.state.nj.us.  Do not e-mail them to any other e-mail address.

Other Application Information

Please note the following additional instructions:

· Regular mailed or delivered resolutions should be addressed as follows:

Pension Deferral Review

Local Finance Board

101 South Broad Street

PO Box 803

Trenton, NJ  08625-0803

Considerations of timeliness will make the application and review process challenging for all parties in the process.  Strict attention to application process details will greatly assist Board staff in its review.  Questions concerning any aspect of this program should be e-mailed to DLGS@dca.state.nj.us.  Do not e-mail questions to the LFB address.

Approved: Susan Jacobucci, Director
Appendix

Table of Web Links
	Page
	Shortcut text
	Internet Address

	1
	P.L. 2009, c.19
	http://www.njleg.state.nj.us/2008/Bills/S0500/21_I1.PDF 

	2
	Local Finance Notice 2009-5
	http://www.nj.gov/dca/lgs/lfns/09lfns/2009-5.doc 

	3
	Division’s website 
	www.state.nj.us/treasury/pensions/2009-employer-billing-50revised.htm 

	4
	Local Finance Board website
	http://www.nj.gov/dca/lgs/lfb/lfbmenu.shtml


Appendix to Local Finance Notice 2009-7

Application of Pension Deferral to Municipal and County Cap Calculations

P.L. 2009, c.19 (S-21)

A) CY 2009 2.5%  Cap:

      2008-2009 Statutory Authority N.J.S.A. 40A:4-45.3 and P.L. 2009, c.19, Section 5

1. Cap Addition – Add to the cap base the 2008 PFRS and 2009 PERS normal and accrued liability obligation (Budgeted amounts in excess of obligation amounts cannot be added to the base):

a) 2008 PFRS Add-on Statutory Authority: N.J.S.A. 40A:4-45.3

· 2008 PFRS normal and accrued liability obligation = 2008 general budget amount expended for 100% obligation (paid or charged and reserved).  For counties, the budgeted realized revenues offsetting the 2008 PFRS obligation must also be deducted.
2.   2009 PERS Add-on Statutory Authority: P.L. 2009, c.19, Section 5.

b) 2009 PERS normal and accrued Liability Add-on = 2009 PERS obligation – (2009 amounts budgeted in all Utility Funds + 2009 PERS Cost budgeted outside cap under any other exclusions), e.g.  Library. For counties, 2009 anticipated revenues offsetting the PERS obligation must also be deducted.
· 2009 Cap Treatment - The CY2009 PERS and PFRS normal and accrued liability must be budgeted inside the 2.5% cap (no cap exclusion). 

B) FY 2009 (CY and SFY) 4% Property Tax Levy Cap:

 2008 -2009: Statutory Authority under N.J.S.A. 40A:4-45.47.

1. Exclusion to the 4% Levy Cap = 2009 100% PERS Bill amount – (2009 PERS amounts budgeted in all Utility Funds + 2009 Anticipated Revenues offsetting PERS  costs) – ( Prior Year Prior year 80% PERS Bill amount –  Prior Year Realized Revenues offsetting Pension costs).

C) SFY 2009 Adopted Budgets prior to enactment of Chapter 19:

1. 100% budgeted amounts for Pension costs must be paid to the State.  Pension Reserves and/or cancellation are not permitted.

2. Deferral Option cannot be exercised in 2010. 
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Implementation of the Pension Deferral Program


P.L. 2009, c. 19





� HYPERLINK "http://www.njleg.state.nj.us/2008/Bills/S0500/21_I1.PDF" ��Public Law 2009, c.19 (S-21)� was enacted on March 17, 2009 and allows the Division of Pensions and Benefits to provide non-state government pension system employers the option of paying the full amount, or an amount that reflects a 50 percent reduction of the normal and accrued liability component of the PERS and/or PFRS obligations for payments due in the State fiscal year ending June 30, 2009.  These payments are due on April 1, 2009 (with a grace period until April 30).  





The law generally affects pension system “employers” such as municipalities and counties, but also includes authorities, joint meetings, and other commissions, boards or other entities that have separate “employer” or “location code” pension accounts.





This Local Finance Notice explains how the law is implemented, the impact on local employers, and other important details.  Local employers considering taking advantage of the reduced billing should carefully review the Notice in its entirety before reaching decisions on how to proceed.  For the purpose of this Notice, the terms “pension reduction” and “pension deferral” are used interchangeably.





The Division of Pensions and Benefits and Department of Education are providing separate guidance to Pension Certifying Officers and to each school district with specific implementation information.





Eligibility Considerations





Local officials should review the following elements of the program as they consider participation in the program:


The law allows local employers to pay the reduced amount for either or both pension programs for the payments due in April of 2009.  The reduction does not affect payments of previously approved early retirement incentives or non-contributory life insurance obligations.  It does not affect pension payments for any other period.








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


Municipal and Freeholder Clerks


Municipal and County Chief Financial Officers


Local Authority Executive Directors

















