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The Director of the Division of Local Government Services is requesting the Local Finance Board to approve modification of the statutory budget deadlines.  As in the past, the changes modify the statutory dates for introduction, adoption, and Mayor/Council Faulkner Act and related budget transmissions.  The proposed changes (absent referendum dates) are shown below:

	Introduction and Adoption of Budget – Non Referendum 
	Statutory Date
	Revised Date*

	Mayor/Council Faulkner Act (Executive) budget transmission to governing body
	1/17
	2/3

	Municipal introduction and approval of budget
	2/10
	2/29

	County introduction and approval of budget
	1/26
	2/29

	Municipal adoption
	3/20
	4/20

	County adoption
	2/27
	3/26

	* Or the next regularly scheduled governing body meeting where formal action may be taken.


Notwithstanding the revised dates, a budget may be adopted anytime within 10 days of receiving the Director’s certification of approval of the budget.  

Governing bodies may by resolution, adopted by February 29, 2011, increase temporary budget appropriations to provide for the period between February 27 for counties, or March 20 for municipalities, and the extended adoption date of the 2012 budget.  If additional appropriations are needed prior to the adoption of the budget, the local unit may adopt emergency temporary appropriations pursuant to N.J.S.A. 40A:4-20.

II. Transition Aid Application Process

CY  municipalities in financial distress will only have one opportunity to apply for Transitional Aid to Localities (Transition Aid) and the due date for the application will be late February.  Furthermore, municipalities applying for Transition Aid must submit an introduced budget with the application.  Requesting such aid is generally not desired by municipalities as aid awards come with a significant loss of local control and stringent conditions.  A separate Transition Aid Local Finance Notice will be released soon.

It is expected that funding for the program will continue to decline and all but the most financially stressed municipalities in danger of being unable to meet debt service, basic payroll, and other essential functions will be eligible for aid.  Successful applicants will need to demonstrate that they are already taking clear steps to reduce local spending and maximize their own revenues.  

For budget introduction purposes, the six municipalities that received Transitional Aid in CY 2011 may anticipate Transition Aid in an amount equal to 75 percent of their CY 2011 aid allocation (or such amounts as the Director may otherwise permit).      

III. Disclosure of Structural Budget Imbalances: 
Greater Division Attention to Municipalities with Structural Imbalances

The Division fully appreciates that many municipalities are facing budgetary challenges that include general economic difficulties, a depressed housing market, a high number of tax appeals, and other challenges.  State reform measures in the areas of binding arbitration, pensions, and health care have already helped to control or reduce costs and additional reforms are being debated in the Legislature.    Many municipalities have increasingly sought to control costs through personnel actions, smarter procurement, shared services, and even consolidation.  

The Division is concerned that some municipalities have for too long relied heavily on short term solutions.  Such solutions can, when applied in moderation be appropriate solutions while structural reforms are implemented.  In addition to it being extremely important that local officials understand the structural imbalances their communities may face, it is extremely important for these imbalances to be communicated to the public, financial markets, and the State.  While budget messages often contain the “good news” of cost reductions from new initiatives (i.e., shared services), the challenge of one-time solutions to structural imbalances are not often disclosed.

For these reasons, the Budget Message section of the annual budget has been revised to include a good faith explanation of budget issues related to structural imbalance.   There are four areas: Revenues at Risk, Non-Recurring Cost Reductions, Anticipated Future Appropriation Increases, and Counterbalancing Structural Improvements.  Budget Sheet #3(b)(2) now requires their disclosure in list form as follows: 

1. 2012 Revenues at Risk: these are anticipated revenues that will not recur in 2013, or that are known to be declining over time.  “Revenues at Risk” should include, but are not limited to: revenues from one time land sales; concession fees or deposits associated with agreements, including redevelopment agreements or utility agreements; short term or expiring grants that support operating costs; transfers of funds from authorities that are not expected to continue; awards of Transition Aid; and other revenues that are known to be temporary in nature or not reasonably expected to continue.  

Alternatively, expiring grants that support operating costs may also be classified as Non-Recurring Cost Reductions, if they have ongoing local costs that must be budgeted, as with COPS grants.

2. 2012 Non-Recurring Cost Reductions: These are proposed reductions in line items that will not recur in 2013, or that are known to be declining over time.  Non-recurring Cost Reductions should include, but are not limited to: short term savings in debt service payments attributable to refundings that allow for a skipped debt service payment or reductions in short term maturities; savings in expenses made possible through contractual short term concessions that result in later increased payments (i.e. elimination of immediate overtime expenses in return for the creation of bankable compensatory time), and other one-time short term savings that will not be available in 2013.        

3. Anticipated 2013 Appropriation Increases:  These are reasonable projections of appropriation increases.  These can include, but not be limited to:  increases in debt service payments due to new or restructured debt; increases in lease payments due to new or restructured leases; increased salary or compensation payments attributable to contractual obligations; and other increases in items of expenditure for which policy changes or decisions will necessitate increased appropriations (for example, full year’s cost of a program partially implemented in 2012).

4. Structural Imbalance Offsets:  These are budget changes that are expected to occur in 2013 that offset the impact of the three items above.  These offsets may include new or one-time 2012 appropriations or non-recurring increases in 2012 appropriations that will not appear in 2013 and out-year budgets.  Examples of these include: 2012 funding of deferred charges from a prior year; 2012 appropriation of funds for retroactive salary increases; payments from litigation settlements; increased capital appropriations, or increases in employee premium sharing for health care costs; etc.  

These items may also include increased revenues such as the full year value of fee increases only partially implemented in 2012, or contractually required increases in payments under supply contracts or service agreements.   

This new sheet is part of the Division’s CY 2012 budget form.  The previous 3(b)(2), “Analysis of Compensated Absence Liability” is now Sheet 3(b)(3).

IV. Governor’s Budget and Municipal Aid

The Governor is expected to propose a State 2013 FY budget on or about February 21, 2012.  At the very latest, immediately after the budget is proposed the Division will notify municipalities as to Consolidated Municipal Property Tax Relief Aid (CMPTRA) and Energy Tax Receipts aid that can be anticipated in the budget.  The Division will share information about municipal aid sooner, should information become available.   

V. CY 2012 Budget and Levy Cap Issues

Local Examination:  Group 3 budgets will be examined by the Division for CY 2012.  Groups 1 and 2 are eligible for local examination.  If the governing body that is eligible for local examination wants the Division to examine the budget, they must pass a resolution prior to the introduction of the budget requesting our review.  The spreadsheet for local examination status is on our website.  Local examination municipalities must follow all applicable statutory deadlines.

Municipal Information Sheets: Delays in finalizing county Abstracts of Ratables in some counties will prevent Municipal Information Sheets from being available until the end of the year.

REAP Property Tax Credits:  Language that allows a portion of CMPTRA funds to be used to continue REAP credits that was newly included in the State FY 2012 budget is expected to continue.  It permits municipalities participating in previous years as REAP municipalities to dedicate a portion of CMPTRA revenue as they had previously treated REAP aid.  The funds can be used for third and fourth quarter property tax credits for taxpayers whose residential property is their principal residence (homestead).  Municipalities choosing to use a portion of CMPTRA for this purpose must reduce their CMPTRA by the amount of aid they plan to use as REAP credits, and, as in the past, work with the tax assessor to properly identify eligible parcels.  
Authority Debt Service Costs:  Local Finance Notice 2011-36 announced that a local unit (municipality, county, or fire district) can exclude from the 2010 Levy Cap certain expenses billed to such local unit by a municipal, county or regional authority (an "authority").  Specifically, 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).  

The specific procedures described in 2011-36 must be followed in order for a local unit to use the exclusion.

Shared Services, Optional Levy Cap Exclusion:  The 2010 levy cap law permits increases in items that are exclusions to the levy cap, (i.e., pension and health benefits costs) that are billed to shared service recipients, to be taken outside the cap by those recipients.   There is no requirement, however, for providers to bill or charge their recipients for these increases and there is no obligation for recipients to take them as levy cap exclusions.  

The Division understands that many shared service agreements may not provide for breakouts of those costs in agreements.  There was no intention that these costs had to be isolated; the law only allows the exception if the local unit desires to use the exception if the increase is specifically billed.
VI. Other Budget Reminders

CY 2011 State and Federal Grants:  All CY 2011 and FY 2012 municipal and county resolutions for the insertion of State and Federal Grants, that include matching funds as required, are considered approved upon submission to the Division of Local Government Services.  This affects those c.159 resolutions that were previously filed and not acknowledged as approved, and those to be filed through the end of the respective fiscal years.  This will also apply to grants awarded by Sustainable Jersey.
This automatic approval does not eliminate the requirement to file the required Certification Form for State and Federal Grants with the Division.  Submission and Division approval of c.159 resolutions from other sources of revenue and Change of Title or Text resolutions continues to be required.

The CY 2011 and SFY 2012 Annual Financial Statement will include a certification by the Chief Financial Officer that the appropriate grant award letters have been received and are on file with the local unit.  CY 2011/SFY 2012 c. 159 reports posted on the Division's website will include only those items of approval from other sources of revenue and Change of Title or Text resolutions.  

Amendment Procedures:  The procedures for the flow of the budget cycle are specified in N.J.S.A. 40A:4-4.  The amendment process cannot begin until after the public hearing has been held on the introduced budget.  Once the public hearing is held, the budget can be amended on the same night, as long as it is after the public hearing portion of the meeting.

Health Insurance Contributions and Waivers:   Accounting for employee contributions for health insurance has been determined to be as follows:

· that employee health care contributions shall be treated as a payroll agency transaction
· employee contributions shall not be credited as a reimbursement to the health insurance appropriation, nor shall contributions be treated as Miscellaneous Revenue Not Anticipated; reimbursements to appropriations will be allowed if payment comes from one account. 
· that no employee contributions shall be treated as anticipated revenue in a local unit’s budget
· that the budgeted appropriation for health insurance shall be net of revenue
· amounts appropriated for employees who receive payments in lieu of accepting health benefits (“waivers”) must be appropriated as a separate line item (“Health Benefit Waiver” with FCOA Code #23-221).

To disclose the value of employee contributions and reduced employer costs for health care coverage to the public, each formal Budget Message shall contain information or a schedule showing the amounts contributed from employees, the employer share, and total costs.  The disclosure may be broken down by employee group.   As an option, the local unit may include a breakdown of future revenue from those employees currently under contracts that will begin contributions when those contracts expire. 

The health insurance 2010 levy cap exclusion will be based upon an average State Health Benefit increase of 10.3 percent.  The levy cap workbook will calculate the exclusion, which will be the increase over 2 percent up to the 10.3 percent maximum.  The appropriation cap exception will be the increase over 4 percent up to the 10.3 percent maximum. The amount is calculated in the levy cap workbook under 1977 cap.

Municipal Library Tax Levy:  P.L. 2011, c.38 provides a dedicated line item on property tax bill to fund municipal free and joint free public libraries.  It does not result in any increased taxes, but changes the way the minimum library appropriation is displayed to the public.   Chief Financial Officers in municipalities with a municipal library should carefully review Local Finance Notice 2011-14 to properly reflect the minimum library tax levy in their budget.

Library Surplus Transfers: In 2010, N.JS.A. 40:54-15 established conditions requiring transfer of certain public library fund balance amounts to a municipality and that the transferred funds be used exclusively as property tax relief.  This means the funds transferred must be anticipated as revenue without an offsetting appropriation and no levy cap adjustment.  The transferred surplus does not have to be anticipated in the budget all in one year.   Approval of the calculation and conditions concerning transfer of funds is subject to the approval of the State Library.  State Library staff is aware of the requirements and time frames and is prepared to work with local library and fiscal officials to meet budget deadlines.

The laws concerning the requirement (Word document) and an information packet  (zip file) on the conditions, calculation of the transfer amount, and other details can be downloaded from the preceding links.  Alternatively, information on “identification of excess funds” can be obtained from the State Library website at www.njstatelib.org/LDB/Library_Law/#part8 under the heading “Part 8: New Statutes and Regulations Since 2007.”  Questions on this process can be directed to Michelle Stricker at the State Library at mstricker@njstatelib.org. 
Reserve for Uncollected Taxes Calculation Adjustments:  A 2010 amendment to N.J.S.A. 40A:4-41 allowed modifications to the calculation of the tax collection rate (and therefore affecting the reserve amount) by allowing full deduction of the impact of tax appeal judgments on the levy.  The law reads as follows:

(c)…(2)   If tax appeal judgments of the county tax board pursuant to R.S.54:3-21 et seq., or the State tax court pursuant to R.S.54:48-1 et seq., result in tax reductions for the previous fiscal year, the governing body of the municipality may elect to calculate the current year reserve for uncollected taxes by reducing the certified tax levy of the prior year by the amount of the tax levy adjustments resulting from those judgments.  Election of this choice shall be made by resolution, approved by a majority vote of the full membership of the governing body prior to the introduction of the annual budget pursuant to N.J.S.A. 40A:4-5.
The law requires that an authorizing resolution of governing body be passed prior to the introduction of the budget.  The resolution must state the specific circumstances, amounts and determination to use the revised formula.

Special Emergencies for Uncompensated Absences:  N.J.S.A. 40A:4-53, Special Emergencies allows the use of Special Emergencies for funding uncompensated absences as follows:

h. Contractually required severance liabilities resulting from the layoff or retirement of employees.  Such liabilities shall be paid without interest and, at the sole discretion of the local unit, may be paid in equal annual installments over a period not to exceed five years.

This provision permits “severance liabilities” (a.k.a., uncompensated absences), for retiring employees to be treated as a special emergency and be funded for up to five years.  If special emergency notes are issued to fund the payment, the funding of notes are exclusions to the levy cap (see Local Finance Notice 2011-3).  Provisions of the law relating to interest and installments would also be subject to any local ordinances or contractual provisions that authorize the local benefit.

Posting Budgets on Website:  N.J.S.A. 40A:4-10 requires that each municipality and county post their current year adopted budgets and three prior years on their web site (N.J.S.A. 40A:4-10).   For those municipalities without their own website, the Division of Local Government Services will post their budgets.  

Local officials now have their 2008, 2009, 2010 and 2011 budgets posted (PDF format recommended).  Once the 2012 budget is adopted it should be posted (and 2008 may be dropped). Municipalities without their own website should contact the Division (egg@dca.state.nj.us) on the procedure for sending copies of their budgets to the Division for posting.  

Filing of Shared Service Agreements: N.J.S.A. 40A:65-4(b) requires that local units file a copy of new or renewed shared service agreements with the Division of Local Government Services.  These agreements should be sent electronically (preferred as Word or PDF) to egg@dca.state.nj.us, or mailed to the Division’s Shared Services Unit, Division of Local Government Services, P.O. Box 803, Trenton, NJ  08625-0803.

VII. Down Payment Waiver for Environmental Infrastructure Trust:

 Barnegat Bay Initiative Loans

Municipalities in the Barnegat Bay region may participate in an environment improvement loan forgiveness program through the Environmental Infrastructure Trust as part of the State’s Barnegat Bay Cleanup Initiative.  Municipalities that apply and receive a 100 percent debt forgiveness EIT loan for these projects do not need to make the five percent down payment on the bond ordinance.  Associated expenses would be treated by the Division as exceptions to down payment requirements pursuant to N.J.S.A. 40A:2-11(c).  

VIII. Upcoming Budget Related Matters

Implementation of Statutorily Required User Friendly Budget:  As part of the CY 2012 adoption cycle, the Division will implement the new “User Friendly Budget” summary.  This summary will provide citizens with budget data in a form that they can understand and in a format that is consistent across all municipalities.  This is intended to give municipal officials and citizens a clear understanding of the cost and staffing involved in providing various services. By requiring submission of this data electronically, comprehensive municipal budget summaries can be quickly posted on the Internet in an easy-to-understand format that can be downloaded for comparative purposes.

This new process must be adopted by the Local Finance Board pursuant to N.J.S.A. 40A:5-48, the state law that required the creation of “user friendly” plain language budget summary.  The law specifically requires not only all line items of budget data aggregated by service type, but also detailed information on shared services, property tax rates and collection rates, long-term tax exemptions and abatements, and debt.  A draft of the Excel worksheet will be posted on the Division website for comments after the first of the year (watch for link under Hot Topics). 

Long-term Tax Exemption Report:  The Division is finalizing the Annual Financial Statement sheet (as an Excel worksheet) that will be used to implement the reporting requirement concerning long-term tax exemptions and PILOT agreements that were adopted by the Local Finance Board as N.J.A.C. 5:30-8.8.  That document is expected to be issued early next year.

Approved:  Thomas H. Neff, Director, Division of Local Government Services
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CY 2012 Budget Matters


This Local Finance Notice provides information with respect to CY 2012 budgets.  This Notice should be read in concert with Notice 2011-33 that addresses appropriation and levy cap issues, weather related emergencies, and other matters that are also relevant for the CY 2012 budget cycle.


Early Budget Planning and CY 2012 Budget Deadline 


Extension and Enforcement 


If municipalities have not already begun to plan and prepare for 2012 budgets, they should immediately do so.   The Division of Local Government Services is continuing the pattern set last year of deadlines that are closer to the statutory deadlines for budget introduction and adoption.  


Early adoption is an effective management tool and delayed budget adoption limits management flexibility.  In addition, ratings agencies take some comfort in early and appropriate planning for budgets and the Division wants to facilitate such early planning to protect New Jersey’s strong credit history with financial institutions.  


CY municipalities that plan a property tax levy cap election will need to meet notice and publication deadlines tied to the April school board election date.    These municipalities will need to appropriately plan their 2012 budgets, so a sound decision as to whether to pursue a levy election can be made.  The full calendar for referendums will be released when the Division of Elections sets the timetables.  The dates below are expected to be consistent with election timetable.  A separate Local Finance Notice will be issued when the referendum schedule is established.








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








