5:31-2
LOCAL AUTHORITIES - BUDGETS

5:31-2.1 Annual budget preparation and content

(a) Every authority as herein defined shall prepare an annual budget for each fiscal year
in which an expenditure of money is expected. Each budget shall include an
operations section, capital budget and program section, and supplemental schedule
and necessary certifications relating thereto.

(b) The budget shall comply with the terms of any security agreement and be prepared in
compliance with these regulations.

(c) The total budget appropriations shall not exceed total anticipated revenues reasonably
expected to be realized.

(d) Every budget shall be prefaced by a narrative explanation of its contents, entitled
"budget message," which shall consist of brief statements as to the following:

1. The proposed year's budget compared to the current year's adopted budget;

2. The impact the proposed budget will have on anticipated revenues, especially
service charges and on the general purpose financial statements and any
component unit financial statements as described by N.J.A.C. 5:31-7.8;

3. How the state of the local and regional economy may impact the proposed
budget;

The reasons for unreserved retained earnings or fund balance utilization; and
The reasons for an accumulated deficit, existing or anticipated, subject to the
provisions of N.J.S.A. 40A:5-12.

(e) Signatures required on all budget documents, budget amendments and information
supporting the budget shall be hand-written signatures.
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() Annual budgets, capital budgets and capital programs shall be prepared on standard
forms provided by the Division as prepared by the Director.

(9) All introduced budgets, adopted budgets and budget amendments shall contain the
recorded vote of the governing body.

(h) For every budget, operating appropriations shall be itemized as to salaries and wages,
fringe benefits and other expenses and further classified as to administration and cost
of providing service and include total principal payments on debt service in lieu of
depreciation.

(i) For every budget, except for housing authorities, non-operating appropriations shall
be itemized to include the following:

1. Total interest payments on debt;
2. Operations and maintenance reserve;
3. Renewal and replacement reserve; and
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4. Other reserves.

(j) For every housing authority budget, non-operating appropriations shall be itemized to
include the following:

1. Net interest debt payments for other than Federally guaranteed debt;
2. Operating reserves;

3. Other non-operating appropriations; and
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. Amounts for operating grant revenues, miscellaneous revenues offset with
appropriations, and any other specialized revenues that the Director may
determine necessary based on circumstances affecting an individual authority
so that revenues of the fire district are properly disclosed to the public.

(k) For every authority, revenues generated by the imposition of service charges or fees
upon users of one type of operation shall be accounted for, kept and utilized
separately from the revenues generated by the imposition of service charges or fees
imposed upon the users of other operations administered by the authority.
Accordingly, each authority shall file a separate authority budget for each type of
operation being provided, pursuant to the provisions of N.J.S.A. 40:14B-1 et seq.,
N.J.S.A. 40A:5A-1 et seq. and N.J.S.A. 52:27BB-1 et seq. Once it is determined that
an operation should be accounted for in this way, a separate enterprise fund shall be
established for each operation provided by the authority, consistent with accounting
and financial reporting systems requirements specified in N.J.A.C. 5:31-7.1.

Amended by R.1985 d.511, effective October 21, 1985.

5:31-2.2 Capital budget and capital program

(a) Every authority shall prepare and adopt a capital budget, in conjunction with its
annual budget, for any year in which it proposes to undertake a capital project.

(b) No authority shall adopt a security agreement unless its provisions are in agreement
with a previously adopted capital budget, temporary capital budget or amended
capital budget.

(c) Every authority which adopts a capital budget shall also adopt a capital program or
modify or add a year to an existing capital program, provided that no capital program
shall be required if the authority has not expended more than $25,000 annually for
capital projects for the immediate previous three years. The capital program shall be
submitted to the Director with the capital budget. In any budget year when an
authority's governing body decides not to adopt a capital budget or program, the
Secretary shall certify to such intent and give the reasons therefor.

(d) Any capital budget or capital program that is to be adopted shall:

1. Be prepared and assembled by the officer(s) responsible for preparing the
annual budget;
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2.

Be adopted by the affirmative vote of a majority of the full membership of the
governing body;

Be treated as part of the official annual budget;

The capital budget shall include by title all projects scheduled for startup in
the current budget year, the amounts appropriated and the anticipated
financing by source and amount. The capital program period shall include the
budget year and five succeeding years;

(e) The Director shall, as part of his review of each authority annual budget, determine
whether a capital budget and program are required, and if so, whether it has been
included in proper form. The review shall not extend to any determination as to the
sufficiency or wisdom of its content. Failure to properly submit the capital budget and
program may delay approval of the entire annual budget.

(f) Except for the cost of preliminary plans, specifications and estimates, no authority
shall make appropriations, authorize expenditures or adopt a security agreement for a
capital project unless its provisions are in agreement with a previously adopted capital
budget, temporary capital budget or amended capital budget.

(9) Every capital budget and program submitted to the Division shall include a budget
message, which shall consist of brief statements addressing the following matters:

1.

Whether prior consultation and review by affected agencies, governmental
entities and jurisdictions served by the authority has been obtained:;

Whether a specific plan or report has been developed with respect to each
capital project or project financing and whether full life cycle costs have been
calculated for same;

Whether a long term infrastructure needs assessment has been prepared;

Whether any proposed capital improvement plan has a State Plan designated
center, including goals and objectives thereof;

The impact on current and future service charges or user charges, if the
proposed capital improvement plan is undertaken; and

For housing authorities only, whether the project has been reviewed and
approved by the U.S. Department of Housing and Urban Development.

(h) No authority shall construe a capital budget or program to be an authorization to raise
or expend funds. Specific authorization to expend funds for capital improvement
purposes is subject to the enabling legislation that created the authority.

(i) Amendments to the capital budget or program are permitted at any time prior to
budget adoption and shall be effectuated by resolution after budget adoption, at any
time during the fiscal year, to reflect any:
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1. Decrease in specific capital project costs or elimination of previously
identified projects;

2. Deferral of capital projects funding to future years; or

3. Increase in capital project costs or additional projects with the identification
and timing of anticipated funding sources.

(1) All amendments to a capital budget or program shall be approved and adopted by the
governing body, at an open public meeting, setting forth the reasons therefor, and
passed by not less than a majority of the full membership thereof. Two certified
copies thereof, together with all relevant information, shall be transmitted to the
Division for Director approval, within 10 days after adoption. One certified copy of
the amendment shall be transmitted to each affected local unit within 10 days after
adoption.

Amended by R.1985 d.511, effective October 21, 1985.

5:31-2.3 Budget introduction and adoption for authorities other than fire districts

(a) This rule establishes procedures applicable to the introduction and adoption of
budgets for authorities other than fire districts.

(b) The governing body shall introduce and approve its annual budget by resolution,
passed by not less than a majority of the full membership.

(c) The budget shall set forth all the anticipated revenues of the authority, including the
following, where applicable:

1. Retained earnings (fund balance) which shall not exceed the amount of
working capital reduced by unrestricted assets not ordinarily convertible into
cash; or the estimated year end balance of unreserved retained earnings;
whichever is the lower.

2. Rents, fees and other charges which are reasonably expected to be realized
from users of facilities and/or services provided by the authority;

3. Amounts expected to be received from local unit or units pursuant to
financing agreements with respect to use, services, or provisions of a project,
facility or public improvement of an authority or payments for debt service
therefor;

4. Interest on investments and deposits (investments, certificates of deposit,
savings accounts, etc.) held for operating purposes as opposed to other
purposes;

5. Other income, consisting of amounts reasonably expected to be collected from
regular and recurring sources;
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6.

7.

Amounts reasonably expected to be collected from unrestricted grants which
may be used to finance budget appropriations;

Total anticipated revenues.

(d) The budget shall set forth all of the appropriations of the authority including the
following, where applicable.

1.

© © N o O

Administrative and operating expenses including maintenance and repair of
facilities and improvements;

Provision for bond principal maturing during the budget year;
Provision for note principal maturing during the budget year;

Provision for future plant reconstruction and replacement, consisting of
amounts determined by management to provide a reserve fund for future fund
for future plant reconstruction and replacement;

Contribution to the Public Employees’ Retirement System;
Contribution to the Social Security System;

Contribution to the Unemployment Compensation Insurance fund,;
Addition to the Renewal and Replacement Account;

Provision for interest accruing during the fiscal year on debt issued and
outstanding;

10.Provision for deficit of the preceding fiscal year and anticipated deficit of the

current fiscal year;

11.Provision for amortization of intangible assets;

12.Provision for uncollectible accounts;

13. Capital outlay for property, plant and equipment acquisitions expected to be

paid from the operating budget;

14.Contributions to a LOSAP; and

15. Total appropriations.

(e) The authority shall transmit three certified copies of the budget, to the Director at
least 60 days prior to the end of the current fiscal year, together with all relevant
information and documentation as prescribed in these regulations or as otherwise may
be required by the Director.

(f) The following information and documentation shall accompany the budget:

1. A computation of the projected balance of retained earnings;
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2. The schedule of rates, fees and charges in effect or proposed and computation
of revenue reasonably expected to be realized,;

3. A computation of the budgeted provision for doubtful accounts, including the
method utilized and the percentage to billings, compared with the most recent
moving average of uncollectible accounts to billings.

4. A computation of the amount of the budgeted provision for future plant
reconstruction or replacement.

5. Summary of applicable provisions of service agreements and computation of
amount due from each local unit and total amount due under such provisions;

6. Computation or explanation of amounts expected to be realized from other
sources accompanied by copies of grant agreements or other applicable
agreements, if any;

7. Schedule of debt service (principal and interest) for the budget year and next
succeeding four years;

8. Computation of an anticipated deficit or net income for the current year.

(9) No authority budget shall be finally adopted until the Director shall have approved
the same. Final budget adoption shall be by resolution passed by a majority of the full
membership of the authority governing body.

(h) The budget shall be adopted not later than the beginning of the authority's fiscal year,
except that the governing body may adopt or amend the budget at any time after the
Director shall have approved the same.

1. Two certified copies of the budget as adopted, shall be transmitted to the
Director within three days after adoption.

2. One certified copy of the budget as adopted shall be transmitted to each local
unit within three days after adoption.

(i) Upon adoption, the budget shall constitute an appropriation for the purposes stated
therein for the purposes of the authority.

Amended by R.1985 d.511, effective October 21, 1985.

5:31-2.4 Budget introduction and adoption for fire districts

(a) Every fire district shall prepare an annual budget for each fiscal year in which an
expenditure of money is expected. Each budget shall include an operations section,
capital budget and program section, and supplemental schedule and necessary
certifications relating thereto. The Board of Commissioners shall introduce its annual
budget by resolution, passed by not less than a majority of the full membership.
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(b) The budget shall set forth all anticipated revenues and other financing sources of the
district, including the following, where applicable:

1. Fund balance utilized:;

2. Miscellaneous revenues which shall not be such amounts as may reasonably
be expected to be realized in cash during the budget year from known and
regular sources, or from sources reasonably capable of anticipating, including
amounts expected to be received from municipalities appropriating money for
district purposes, but not including revenues from taxes to be levied to support
the district budget;

3. Amount to be raised by taxation to support the district budget which shall be
the amount to be certified to the assessor of the municipality to be assessed
against the taxable property in the district. Such amount shall be equal to the
amount of the total appropriations set forth in the budget minus the total
amount of surplus (fund balance) and miscellaneous revenues set forth in the
budget.

4. Operating grant revenues and miscellaneous revenues offset with
appropriations, and any other specialized revenues that the Director may
determine necessary based on circumstances affecting an individual authority
so that revenues of the fire district are properly disclosed to the public.

(c) The budget shall set forth all of the appropriations of the district, including the
following where applicable:

1. For operating appropriations the following shall be included where applicable:
i Administration;

ii. Operation and maintenance of each office or agency of the
district;

iii. Reimbursement to employees of a fire district and any volunteer
firemen having membership in a volunteer fire company within
the fire district for expenses and losses actually incurred in the
performance of their duties;

iv. Each paid position of a fire district, along with the compensation
to be paid therefor;

V. Amounts necessary to fund any deficit, or anticipated deficit,
from the preceding budget year.

2. Capital appropriations shall include the following:

I. Amounts necessary in the current budget year to fund or meet
obligations incurred for capital purposes, including principal and
interest on bonds, itemized according to purpose.
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3. Length of service award programs, once approved by referendum pursuant to
P.L. 1997, c.388.

4. Total appropriations shall be the sum of items 1 through 3 above.

(d) The total budget appropriations shall not exceed total anticipated revenues reasonably
expected to be realized.

(e) The district shall transmit two certified copies of its budget to the Director at least 60
days prior to the annual election, together with all relevant information as prescribed
in these rules or as otherwise required by the Director.

(f) The following information and documentation shall accompany the budget:

1. A computation of the estimated fund balance or deficit from the preceding
fiscal year;

2. Schedule of debt service (principal and interest) for the budget year and next
succeeding four years;

(9) The budget and all relevant information shall be reviewed by the Director. If the
Director finds that all requirements of law and the rules and regulations of the Local
Finance Board have been met, the Director shall, within 21 days of his receipt of the
budget, approve it; otherwise the Director shall within that time refuse to approve it.
No district budget shall be adopted by the Commissioners until the Director shall
have approved same, provided, however, that if the Director has not notified the
Commissioners of his or her approval or refusal to approve the budget and the
conditions on which approval will be granted at the end of the 21-day period, the
budget will be deemed to have been approved. Budget adoption shall be by resolution
passed by a majority of the full membership of the commission.

1. Two certified copies of the budget as adopted shall be transmitted to the
Director within seven days after adoption.

2. One certified copy of the budget as adopted shall be transmitted to the local
unit within seven days after adoption.

(h) In the event that the adopted budget is rejected at the annual election of the district,
the governing body of the local unit shall, within 30 days after the annual election
prepare and adopt, by resolution passed by a majority vote of the full membership of
the governing body of the local unit, the budget for the fiscal year of the district. The
budget adopted by the governing body of the local unit shall be in the same line item
and detail as that rejected at the annual election of the district.

(i) Within three days after its adoption the local unit shall transmit two certified copies of
the budget, as adopted by the local unit, to the Director and one certified copy of the
budget, as adopted by the local unit, to the commissioners of the district.

(j) No district budget adopted by a local unit shall become effective prior to approval by
the Director.
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(k) When the annual budget is approved at the annual election of the district or finally
adopted by the local unit, as the case may be, it provides legal authorization for
general fund spending. Adopted budgetary accounts shall be formally integrated in
the general fund ledger.

(I) The Board of Commissioners shall certify to the Director no later than three days
after the passage of the budget referendum:

1.

The amount to be raised by taxation, together with the tax rate per hundred
dollars of assessed value, pursuant to N.J.S.A. 54:4-35, and the total "Yes"
votes and total "No" votes;

The amount of any capital project subject to referendum and the total "Yes"
votes and total "No™ votes; and

The appropriated LOSAP amount subject to referendum and the total "Yes"
votes and total "No" votes.

(m)Upon receipt of the certifications required in (I) above, the Director shall certify to the
tax assessor of the municipality in which the fire district is located the amount to be
raised by taxation to support the year's fire district budget.

(n) In the event the question of finally adopting the budget is voted in the negative by a
majority of the legal voters voting in the district, the Board of Commissioners shall
certify to the Director its intent to comply with N.J.S.A. 40A:14-78.5(b) relating to
the governing body of the municipality in which the district is located holding a
hearing and setting the budget for the district. In considering the budget, the
governing body shall not reduce any debt service amount or any appropriated LOSAP
amount affirmatively approved by the voters of the fire district.

(o) Every budget submitted to the Division shall include a budget message, which shall
consist of the following brief statements:

1.
2.

The proposed year's budget compared to the current year's adopted budget;

The impact the proposed year's budget will have on the amount to be raised by
taxation to support the district and upon unrestricted or restricted fund
balances;

The impact the proposed year's budget will have on capital appropriations,
pursuant to N.J.S.A. 40A:14-78.6b;

Disclosure of any proposed amount provided for any cash deficit of the
preceding year, pursuant to N.J.S.A. 40A:14-78.6a;

Disclosure of any proposed amount to be provided to purchase first aid,
ambulance, rescue or other emergency vehicles equipment, supplies and
materials, pursuant to N.J.S.A. 40A:14-85.1;

Disclosure of the total assessed valuation of the district and the property tax
rate per $100 of assessed value;
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7. If the fire district is providing for a first-year funding appropriation to
establish a LOSAP, disclosure of that action, the amount, and the fact that a
public referendum is required in order to ratify the LOSAP, but if defeated
that the Board of Commissioners will amend its budget to remove the first
year's appropriation and reduce the amount to be raised by taxation by a like
amount.

(p) The secretary, or other official having been duly designated with those
responsibilities, shall attest to the actions taken by the Board of Commissioners of a
fire district with respect to approval, adoption and amendment of the budget,
including the recorded vote of the full membership thereof, by signature on all
required certifications and resolutions.

Amended by R.1985 d.511, effective October 21, 1985.

5:31-2.5 Late approval of budget; temporary appropriations

(a) The Director may approve any authority budget not filed with the Board within the
time prescribed, provided a resolution of the authority setting forth the reasons for the
delay, satisfactory to the Director, shall accompany the proposed budget.

(b) All actions taken by the Director and authority, with respect to approval by the
Director and adoption by the authority, shall be taken forthwith and as if the filing by
the authority had occurred on time.

(c) The governing body may and, if any contracts, commitments or payments are
required to be made prior to the adoption of the budget, shall, by resolution adopted
prior to the beginning of the fiscal year or within the first 30 days of the fiscal year
make temporary appropriations to provide for the period between the beginning of the
fiscal year and the adoption of the budget. The total appropriations made in
accordance with the provision of this section shall not exceed the total of the
appropriations made for all purposes in the budget for the preceding fiscal year.

(d) Nothing contained in these regulations shall prevent or relieve the governing body
from making appropriations for all interest and debt redemption charges maturing
subsequent to the end of a fiscal year and prior to the date of adoption of the budget.

(e) All resolutions referred to in this section shall be adopted by not less than a majority
vote of the full membership of the governing body.

Amended by R.1985 d.511, effective October 21, 1985.

5:31-2.6 Budget review by Director

(a) Upon receipt of an introduced budget, the Director shall review the budget to
determine the following:

1. All estimates of revenue are reasonable, accurate and correctly stated;
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2. ltems of appropriation are properly set forth;

3. Initemization, form and content, the budget will permit the comptroller
function within the authority;

4. The schedule of rates, fees and charges then in effect will produce sufficient
revenues, together with all other anticipated revenues, to satisfy all obligations
to the holders of bonds of the authority, to meet operating expenses, capital
outlays, debt service requirements and to provide for such reserves, all as may
be required by law, regulations or terms of contracts or agreements.

(b) The Director may require such documentation, records and other information, and
undertake any audit or investigation, as he or she may deem necessary in connection
with his or her review.

(c) If the Director finds that all requirements of law and the rules and regulations of the
Local Finance Board have been met, he or she shall approve it; otherwise he or she
shall refuse to approve it.

(d) The Director in refusing to approve a budget:
1. Shall not substitute his or her discretion with respect to the amount of an
appropriation when that amount is not made mandatory by law or regulation.

2. Shall notify the governing body of his or her reasons for refusing to approve
and the conditions upon which approval will be granted

Amended by R.1985 d.511, effective October 21, 1985.

5:31-2.7 Appeals

(a) Any decision of the Director in the course of budget review, pursuant to these rules,
may be appealed to the Local Finance Board in the manner generally provided by
N.J.S.A. 52:27BB-15.

1. The appellant must file the appeal application with the Director within 10 days
of the Director's decision.

2. The appellant must set forth in the application the reasons and basis for the
appeal.

3. The appellant must submit all documentation required to substantiate the
appeal.

5:31-2.8 Budget amendments

(a) Amendments to the budget and capital budget are permitted as follows:
1. Decrease in revenue with corresponding decrease in budgeted costs;
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2. Reclassification of budgeted amounts among expense categories;
3. Increase in budgeted costs with corresponding increases in budgeted revenues;

4. Decrease in specific capital project costs or elimination of previously
identified projects;

5. Deferral of capital projects funding to future years;

6. Increase in capital project costs or additional projects with identification and
timing of anticipated funding sources.

(b) All amendments to the budget shall be approved and adopted by resolution of the
authority, passed by not less than a majority of the full membership. The resolution
shall set forth the reasons for the amendment.

(c) Two certified copies of the amendment and all relevant resolutions shall be
transmitted to the Director within three days after adoption. One certified copy of the
amendment shall be transmitted to each local unit within three days after adoption.

(d) No proposed budget or amendment thereto shall become effective prior to approval
by the Director.

5:31-2.9 Fire districts--Length of service award programs

(a) Any amounts appropriated for the first time, or the annual appropriation for a LOSAP
shall be included in the budget of the fire district as a separate line item. The
appropriation shall be entitled "Length of Service Award Program (LOSAP)--
Contribution (P.L. 1997, ¢.388)."

(b) The annual budget of a fire district proposed by the Board of Fire Commissioners in a
year that a public question referendum for the creation of a LOSAP is on the ballot
shall include the first year's appropriation for funding the program. If the public
question is defeated, that appropriation shall be deleted from that budget and the
amount to be raised for taxation to support the district budget will be decreased by the
same amount prior to the fire district's tax levy being certified to the County Board of
Taxation.

5:31-2.10 Fire district property levy cap exclusion for extraordinary expenses due to
emergencies

a) N.J.S.A. 40A:4-45.45.b authorizes an exclusion to the municipal and county
property tax levy cap for “extraordinary costs” related to a declared emergency. For the
purpose of this law, “extraordinary costs” are defined as expenditures incurred for the
immediate preparation, response, recovery, and restoration of public services due to
extreme weather conditions or other catastrophic events that are the subject of a
gubernatorial emergency declaration, and only for that portion of costs exceeding the cost
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of providing services under non-emergency conditions. Such funds can be treated as one-
time (non-permanent) property tax levy cap exclusions upon submission and review of
certifications describing the expenditures to the Director of the Division of Local
Government Services, and may be subject to adjustment to account for the receipt of any
State or Federal reimbursements.

New Rule R.2012 d.135, effective July 16, 2012
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