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2. Appropriations for service agreement charges will remain on Budget Sheet 20; however the debt service and operating component shall be itemized as separate line items.

3. The debt service component and the operating component will be entered into the levy cap workbook to calculate the levy cap exclusion (increase in debt service).  The levy cap workbook includes, under the debt service exclusion, a separate line to enter the authority component for debt service for the current year and prior years, as reflected by the authority billing certification.

This Local Finance Notice is not intended to address a scenario in which a local unit, as a retail customer, purchases utility services from an authority for facilities that are owned by such local unit and, therefore, the levy cap exclusion does not include increases in user fees for such retail purchases by a local unit.
This provision takes effect immediately, and shall supersede that portion of Local Finance Notice 2011-3, dated January 14, 2011, under the heading thereof entitled “2010 Cap Exclusions – Local Authority Service Agreements,” which provisions shall be of no effect as of the date hereof.

Approved:  Thomas H. Neff, Director, Division of Local Government Services

LFN 2011-36





December 12, 2011





Share of Authority Debt Service Costs Levy Cap Exclusion


The Division of Local Government Services was recently advised by the Division of Law that a local unit (municipality, county, or fire district) can exclude from the annual (2010) levy cap calculation certain expenses billed to such local unit by a municipal, county or regional authority (an "authority").  In reliance upon such recent advice from the Division of Law, this Local Finance Notice reviews the circumstances under which authority debt service costs can be excluded from a local unit levy cap calculation.


Specifically, it has been concluded that any amounts that may be required to be paid by a local unit to an authority, pursuant to a service agreement entered into between the authority and the local unit, and that is necessary for the authority to meet its debt service obligations, may be considered the equivalent of debt service under the levy cap debt service exclusion authorized by N.J.S.A. 40A:4-45.45(b).  


Procedures Regarding Implementation


An authority shall certify to a local unit if an increase in service agreement charges over the prior year includes increases in authority debt service or increases that are necessary for the authority to meet its debt service obligations.


The following procedures shall apply when an authority certifies such increases in debt service amounts over the prior year:


The authority must provide an itemized invoice reporting the debt service and operating components for the current and prior year 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


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 County Chief Financial Officers 





Authority Boards of Commissioners














