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[SECOND OFFICIAL COpy REPRINT]

ASSEMBL Y, No. 144

STATE QF NEW JERSEY£

PRE-FILED FOR. IN~'HODUCTION IN THE 1982 SESSION

By Assemblymen DOYLE, KARCHER. and VAN WAGNER

AN ACT *[concerning the Regulation of Local Authorities by the

Local Finance Board]* **[*providing for the regulation by the

State of the fiscal affairs of local authorities'!'.l** **to prov'ide

for State controls over the creation and financial affairs of local

authorities of this State, assigning necessary powers and

responsibilities with respect thereto, and supplementing Title

40A of the New Jer'sey Statutes. u

1 BE IT ENACTED by the Senate and General Assem,bly of the State

2 of New Jersey:

1 1. This act shall be known and may be cited as the "Local

2 ""[Public Facility]"" •Authorities· Fiscal Control Law." .

1 2. The Legislature declares it to be in the public interest uland

2 to be the policy of the State to maintain, support, foster, and pro-

. S mote the financial stability of local authorities in the State and

SA municipalities served by local authorities, State approval. of

4 project financing of local authorities, and, State supervision of

5 financial operations of local authorities in order to assure their

6 financial stability and integrity]** **of the citizens of this State to

6A maintain, support, foster, and promote the financial integrity and

6B stability of local a't~thorities in the State and of counties and

6c municipalities served by these local authorities, by providing for

6D State review of project financing of local authorities and for State

6E supervision over the financial operations of local auth01"ities**.

7 The LegiSlature declares that it is the purpose and obje~t of

8 this act to implement this policy by providing that the creation

9 of a local authority be subject to Local Finance Board approval,
EXPLANATION-Matter enclosed in bold-faced brackets [thus] in the above bill

is not enacted and is intended to be omitted in the law. -
Matter printed in itaI;.cs thus is new m~tter. , " - ',' '

Matter enclosed in asterisks or star~ has heen ad~pted ~s follows:
*-Assembly committee amendments adopted May 5, 1983. ' \ , " '( ,,\' ~

... *-Senate committee amendments adopted June 30, 1983.
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10 that project financing of a local authority be submitted to the Local

11 Finance Board for **[apIJroval],"'* *"'hearing and review*"', that

12 annual budgets of a local authority be submitted to the *[Local

13 . Finance Board]* *Division of Local Governtnent Services in the

14 Department of Comrnttnity .Aflairs* for approval, that financial

15 reports be prepared and submitted by a local authority to the

16 *[Local Finance Board]* *division* in the form and at the time or

17 times as shall be prescribed by rule or regulation *[prescribed by]*

18 *0[* the Local Finance Board *01' of the Director of the Division

19 of Local Governmcllt Services· U[, and that]** *"'. In addition,*'"

20 the Local :B-'inance Board may tako remedial action to address an

21 emergency situation with respect to the financial condition and

22 operation of a local authority or to respond to an undue financial

23 burden imposed hy a local authority on residents of the State, in­

24 eluding the power to order the dissolution of a local authority if it is

25 in the public interest.

1 3. As used in this aet**[, unless a different meanmg clearly

2 appears from the context]** :

3 a."Authority" means a ·[local public body or political sub­

4 division, other than a sehool district subject to the supervision of

5 the New .Jersey Department of Education, created by a munici­

6 pality, municipalities, county, or counties, under the provisions of

7 any law heretofore or hereafter adopted which law authorized the

8 authority to develop and finance public improvements or a body

9 created by the State Legislature which is not statutorily anocated

10 to a State cabinet department; and further provided that the term

11 "authority" as used herein shan not include a bi-State govern­

12 mental entity.]- -body, public and corporate, created by one Or

12A mOre municipalities or counties pursuant to any law authorizing

12B that creation, which law provides that the public body so created

120 has at least the following powers:

12n (1) To adopt and use a corporate seal;

12E (2) To sue and be sued;

12F (3) To acquire and hold real or personal property for its pur-

12G poses; and

12H (4) To provide for and secure the payment of its bonds Or other

12r obligations, Or to provide for the assessment of a tax on real

12J property within its district, or to impose charges for the use of its

12K facilities, or any combination thereof;

12L but shall not include any public body for which federal or State

12M fiscal controls differing from those imposed by this act, have been

12N explicitly established by law, but only to the extent of that dif­

120 ference.-
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13 b. "Director" means the Director of the Division of Local Gov-

14 ernment Services in the Department o~ r1.~mmunity Affairs.

15 c. "Financing agreement" means an agreement of a local unit

16 or units intended to provide security for D.n issue of obligations

17 of an authority, including**, lmtnot li1J1,ited to/'" a contract pro­

18 viding for payments by a local unit or units with respect to use,

19 services or provision of a project, facility or public improvement

20 of an authority or payments for debt service *"'[therefore]**

20A """therefor*"'.

21 d. "Local Finance Board" means the Local Finance Board in

22 the Division of Local Government Services in the D<:>partment of

23 Community Affairs.

24 e. "Local unit or ullits" means a county or lllunicipality which

25 created or joined in the creation of an authorityU,""'" or which

26 proposes to create or join in the creation thereof**,*" or which

27 proposes to enter into a financing agreement with an authority.

28 f. "Project financing" means the financing by an authority of

29 a facility for the benefit of the inhabitants of a local unit or units

30 and includes payment for the design and plan for the facility.

31 g. "Security agreement" means a bond resolution of an au­

32 thority""",U or a trust indenture to be executed by an authority**,*'~

33 or other similar proceeding or document.

1 4. """[Upon]*'" **On and after*'" the effective date of this act,

2 no authority ~'[other than an authority created by an act of the

3 Legislature]'~ shall be created *by any local unit 01' units'" without

4 the prior approval of the Local Finance Board. Prior to the

5 introduction of an ordinance or the adoption of a resolution to

6 create an authority, the local unit or units proposing this creation

7 shall make application to the Local Finance Board for its approval.

8 The application shall contain: **[(a) a copy of the proposed

9 ordinance or resolution creating the authority; (b) a statement,

10 in brief and general terms of the project or projects to be uncleI'­

II taken, the estimated cost thereof including the manner of the

12 financing thereof, and the area to be served thereby; (c) a proposed

13 budget for the first year of authority operations, including a

14 table of organization, personnel requirements, the level of staff

15 required for supervision of the operation of the authority and

15A the proposed source or sources of the authority's funding; and

16 (d) a statement, in the form prescribed by the Local Finance Board,

17 indicating that the local unit or units have considered "'[alternate]·

18 *alterrzat'ive· means of undertaking the proposed project or proj­

19 ects and the financing thereof and "'[determining]'" "'have deter­

20 mined* that the creation of an authority is the most efficient and
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21 feasible means of providing and financing such project or proj­

22 ects.]**

23 u a. A copy of the proposed ordinance or resolution creating the

24 authority;

25 b. A statement, ~n brief and general terms, of the project or

26 projects to be ~mdertaken, the estimated project cost, the manner

27 of project financing, and the area to be sel'ved by the p1'oject;

28 c. A proposed b~~dget for the first year of authority operations,

29 including a table of organization, personnel requirements, the level

30 of staff required for supervision of the operation of the authority

31 and the proposed source or sources of the authority's funding; and,

32 d. A statement, in the f01"1n prescribed by the Local F'inance

33 Board, indicating that the local unit or units have considered

34 alternative means of undertaking and financing the proposed proj­

35 ect or projects and have determined that the creation of an atl,­

36 thority is the most efficient and feasible means of providing and

37 financing the project or projects. """

38 The Local Finance Board may consider estimates, computations

39 or calculations made in connection with an application, may require

40 the production of papers, documents, witnesses or informatiou,

41 may make or cause to be made an audit or investigation**, *'II and

42 may take any **other appropriate** action **[which it may deter­

43 mine advisable in connection with]""" """necessary to""" its con­

44 sideration of whether *or not* """[it should consent]** to

45 *"'approve** the creation of an authority.

1 5. The Local Finance Board shall""", within 60 days of its receipt

2 of an application pur(suant to section 4 of this act, *'II approve in

3 writing the creation of the proposed authority **[if it determines

4 that the authority to be created]** """, if it shall determine that the

5 creation of the proposed authority""" is *[in the public interest and

6 will serve the health, welfare, or convenience of the inhabitants of

7 the local unit or units and the creation of an authority is]* an

8 efficient and feasible means of providing and financing this project

9 or projects*, given the needs of, and the financial burdens to be

10 placed upon, the inhabitants of the local unit or units*.

11 uIf the application is not disapproved within 60 days of its sub­

12 mission to the Local Finance Board, it shall be deemed to be

13 approved, and the local unit or units may proceed to adopt the pro­

14 posed ordinance or resolution. If the Local Finance Board shall not

15 approve the creation of the authority, it shall specify in writing the

16 reason or reasons therefor, and shall file its statement with the

17 clerk or clerks of the local unit or units. A local unit shall not adopt

18 any ordinance or resolution which is disapproved by the Local

, .

-
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19 Finance Board w'ithin the 60 days, b1tt may res1tbmit the application

20 to the board with such changes as the local unit deems appropriate,

21 and the review and approval of the res1tbmitted application shall

22 be subject to the limitations set forth above. **
1 **[6. If the Local FinmJCe Board shall not *[make the determina­

2 tions required by the preceding paragraph]* *approve the crea­

2A tion of the authority*, it shall specify in writing the reason or

3 reasons therefore and shall file same with the clerk or clerks

4 of the local unit or units. Not less than 90 days from the receipt

5 thereof, the local unit or units may submit a revised application

6 for consideration and approval of the Local Finance Board.]**

1 *"'[7.]** **6.** Prior to the adoption of a security agreement by

2 an authority*'" ,** or an ordinance or resolution of a local unit or

3 units authorizing a financing agreement, the proposed project

4 financing shall be submitted to the Local Finance Board for its

5 review Uland approval]**. The Local Finance Board shall: in

6 the course of its review **[and approval]**, give consideration to:

7 **[(a) the natme, purpose, and scope of the proposed project

8 financing; (b) the engineering and feasibility studies prepared in

9 connection there\vith; (c) the terms and provisions of the pToposed

10 financing agreements, security agreements and, in the instance of a

11 negotiated offering, the proposed or maximum terms and conditions

12 of sale; (d) the proposed or maximum schedule of debt service pay­

13 ments required and the impact thereof on the budget and fmancial

14 condition of the authority and of the local unit or units; (e) the

15 estimate of the annual cost of operating and maintainii1g' the proj­

16 ect as set forth in the engineering report of feasibility stndies; and

17 (f) the initial rate, rent, fee, or charge schedule or struetme pro­

18 posed by the authority or other proposed method of raising the

19 amounts required to finance the operations of the authority (inclnd­

20 ing the payment of debt service on its obligations)]**

21 **a. The nature, purpose, and scope of the proposed pt'oject

22 financing;

23 b. The engineet'ing and feasibility studies prepared ,in cONnection

24 therewith;

25 c. The terms and provisions of the proposed financing agree­

26 ments, security agreements and, in the instance of a negotiated

27 offering, the proposed Ot' maximum terms and conditions of sale;

28 d. The proposed or maximum schedule of debt set'vice payments

29 req1tired, and the impact thereof on the budget and financial condi­

30 tion of the authority and of the local1t1~it;

31 e. The estimate of the annttal cost of operating and maintaining
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32 the project as set forth tn tht engineering report or feasibility

33 studies; and

34 f. The initial rate, rent, fee, or charge schedule proposed by the

35 a1dhority, M any other proposed method of raising the amounts

36 required to finance the operations and payments of debt service on

37 the obligations of the authority*"'.

38 The Local Finance Board Iilay examine the estimates, computa­

39 tions or calculations made iJl c01mectiOT! with **[this]"* **the**

40 submission, may require the production of papers, documents,

41 witnesses or information, may **[take]** **make u or cause to

42 be made an audit or investigation and may take any other action

43 which it may deem **[advisable in connection with this]**

44 **necessary to its review of the** submission.

1 U[8.]u **7.** The Local Finance Board shall*, **[upon the

2 completion of its review]** **within 31 days of its receipt of the

3 proposed project fin ancing**, hold a hearing at which any 1n­

4 te1'ested party may f'Hrnish additional information regarding the

5 proposal. **[After]** <';*Within 10 days afterU the hearing, the

6 board shall* **[approve]** **issue its findings on** the proposed

7 financing ""*[if it determines with the respect to the proposal]**

8 **including therein its findings as to whether**: (a) **[that]**

9 the project cost has been ,x'[accurately]'" determined *by reasonable

10 and accepted methods"'; (h) <K'*[that]** the method proposed for

11 the funding of the project cost, proposed or maximum terms and

12 provisions of the financing and of a proposed financing agreement

13 are "'[fair, reasonable and feasihle]* *not unreasonable nor im­

14 practicable,'" and would not impose an undue "'and 'unnecessary*

15 financial burden on the inhabitants of the local unit or units, which

16 have created or have joined ill the creation of the authority or

17 which may enter into a financing agreement with the authority, or

18 would not materially impair the ability of the local unit or units or

19 the authority to pay promptly the principal of and interest on the

20 outstanding indehtedness thereof or to provide essential pnbli~

21 services to the inhabitants thereof; and (c) in the case of a

22 negotiated offering, **[that]** the proposed or maximum terms

23 and conditions of sale are, in light of current market conditions for

24 obligations of similar quality, *[fair andr reasonahle. The

25 U[approval]** **findings U shall be in writing and shall be filed

26 with the clerk or clerks of the local unit or units and with the

27 secretary of the authority.

28 **The times set forth in this section may be extended by muhtal

29 agreement of the authority and the Local Finance Board.

30 The governing body of the authority shall. within 15 days of

..
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31 receipt of the Local Finance Boa·rd's findings and ,"ccommendations

32 on the lJrOposed project financing, certify by resolution to the Local

33 Finance Board that each member thereof has personally reviewed

34 the findings and recornmendations and has e1)idenced sante by

35 group affidavit in the fonn pleserfibed by the Local Finance Board.

36 Failure to comply with this paragraph may subject the members of

37 the authority to the penalty provisions of section 52 of P. L. 1947,

38 c.151 (C. 52:27BB-52).u

1 U[9.]** "'s.u, The Local Finance Board may U[require, as a

2 condition of its approval of]"'* **recommend in its findings with

2A respect to U a proposed project financing:

3 a. That the debt service reserve fund in an amount established by

4 the board be funded from the proceeds of the sale of the authority's

5 bonds;

6 b. The incurrence of indebtedness and the issuance of obligationH

7 by the local unit or units to finance a portion of the proposed project

8 cost. Except as dherwise provided in this act, these obligations

9 shall be authorized and issued in the manner provided for in Title

10 40 of the Revised Statutes or 'ritle 40A of the New Jersey Statutes;

11 c. That the local unit or u.lits execute a financing agreement with

12 the authority; **[and]**

13 d. That the local unit or units not execute a financing agreement

14 with the authority, if the Local Finance Board determines that the

15 agreement would impose an inappropriate risk on the local unit;

16 e. That an amount not to exceed the outstanding principal each

17 year for the proposed financing of the authority be included in the

18 net debt of a local unit, under N. J. S. 40A :2-1 et seq., if the local

19 unit executes a financing agreement with the authority;

20 f. In addition to the above, any other conditions that the Local

21 Finance Board considers appropriate to provide sound financial

22 support for the project financing.

1 **[10.]** **9.** To the extent not otherwise provided for in Title

2 40 of the Revised Statutes or Title 40A of the New Jersey Statutes

3 and in order to satisfy the provisiolls of section U [9] ** ~,O'8** of

4 this act, any local unit or units **[now members of]** Uhaving

5 created or joinedU an authorityU,** or which may hereafter join,

6 U[form 01']'1<· create **or join in the cr'eation or* an authority or

7 which are now or hereafter under contract 'with an authority in con­

8 nection with a project financing**,** are authorized and shall have

9 the power to incur indebtedness and issue obligations for any

10 purpose for which an authority may issue obligations and to donate

11 ~he proceeds of those obligations to an authority to be expended for

12 the purpose for which the fnuds were borrowed. Except as other-



13 wise provided in this act, all obligations shall be authorized and

14 issued in the manner provided for in Title 40 or Title 40A.

1 **[11.]** **10.** *[Every authority shall, not later than 45 days

2 prior to the commencement of its fiscal year, or, if a local unit or

3 units have entered into a financing agreement with an authority,

4 not later than November 15 of each year, submit a budget for the

G next fiscal year to the Local Pinance Board. The budget shall be in

6 such detail as to items of revenue and expense as shall be required

7 by law or by rules and regulations of the Local Finance Board and

8 shall also comply with the terms and provisions of any security

9 agreements.]* *a. Each authority shall submit a budget for each

10 fiscal year to the director prior to its adoption thereof. The budget

11 shall comply with the te'rms and provisions of any security agree­

12 ments, and shall be in such form and detail as to items of 1'evenue,

13 expenditure and other content as shall be reqttired by law or by

14 ntles and regulations of the Local Finance Board.

15 b. The Local Finance Board shall p1'escrtibe by rule or regulation

16 the procedure for the adoption of budgets by authorities. The rules

17 and regulations may include or be similar to any provisions of the

18 "Local Budget Law" (N. J. S. 40A :4-1 et seq.) which the Local

19 Finance Board shall deem to be p'racticable or necessary, and may

20 further include any other provisions and req·uirements which the

21 Local Finance Board shall deem appropriate or necessary. **The

21A rules and reg1tlations shall provide for approval or disapproval of a

21B budget within 45 days of the director's receipt thereof.**

22 c. The Local Finance Board shall also prescribe by ntle or 1'egula­

23 tion the p1'ocedures and req1tirem,ents for execution of any budget

24 after adoption, and for the administrotion of financial affairs of

25 authorities. The rules and regulations may include, without limita­

26 tion, any provisions of the ((Local B1ldget Law" (N. J. S. 40A :4-1

27 et seq.), and the ((Local Fiscal Affairs Law" (N. J. S. 40A :5-1 et

28 seq.), which the Local Finance Board shall deem to be practicable

29 and necessa1'Y.'"

1 **[12.]** **1.1.** No authority budget shall be finally adopted

2 until the "[Local Finance Board]* *director* shall have approved

3 same. In granting the approval, *[the Local Finance Board shall

3A consider:

4 a. Whether revenues have been realistically anticipated and,

5 b. 'Whether the schedule of rates then in effect will produce

6 revenues sufficient to satisfy all obligations to the holders of bonds

7 of the authority. The Local Finance Board shall, in making this

8 determina'tion, .consider the prior history of collection of' service

9 charges of the authority and the likelihood of adequate collections of

••
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10 service charges under the existing rate ::lchedule or a proposed rate

11 schedule and the amounts to be appropriated by the local unit or

12 units.]* "'the director shall consider whether or not:

13 a. All estimates of revenue are reasonable, accurate and cor-

14 reetly stated;

15 b. Items of appropriation aTe properly set forth;

16 c. In item'ization, form and content, the budget will permit the

17 exercise of the comptroller function within the authority;

18 d. The schedule of rates, fees and charges then in effect will

19 produce sufficient revenues, together with all other anticipated

20 revenues, to satisfy all obligations to the holders of bonds of the

21 authority, to meet operating expenses, capital outlays, debt service

22 requirements, and to provide for such reser'ves, all as may be re­

23 quired by law, regulation or terms of contracts and agreements.

24 The director may require such documentation, records and other

25 information, and undertake any audit or investigation, as he may

26 deem necessa'ry in connection with kis review.

27 If the director finds that all requirements of law and the rules

28 and regulations of the Local Finance Board have been met, he

29 shall**, w'ithin 45 days of his receipt of the budget,"'''' approve

30 """[the budget]** """it*"'; otherwise he shall """within that time"'*

31 refuse to approve it. The director, in refusing to approve the

32 budget, shall not sttbstitute his discretion with respect to the amount

32A of an appropriation when that amount is not made mandatory by

32B by law or regulation.

33 Any decision of the director in the course of budget review 'I),nder

34 this section may be appealed to the Local Finance Board in the

35 manner generally provided by law.·

1 U[13.]** """12.** The Local Finance Board shall have the power,

2 in the case of a financing agreement between an authority and a

3 local unit or units, to enforce, by appropriate order, the terms and

4 provisions thereof 'with respect to the funding of a deficit, whether

5 in existence or anticipated. If the Local Finance Board has reason

6 to believe that an authority is faced with financial difficulty, it shall

7 have the power to order an increase in rents, rates, fees or other

8 charges of the authority, and this order shall be valid and enforce­

9 able"""/'" notwithstanding any provisions to the contrary in R. S.

10 48:2-1 et seq.u[, except that the]*'" """. The*'" Local Finance

11 Board, before issuing this order, shall first hold a hearing con­

12 sistent with section **[19]""" **18""" of this act. The Local Finance

13 Board also shall have authority to provide that a requirement that

14 a local unit or units pay a deficit under a financing agreement be

15 funded **[as provided in section 15 of this act and this]**
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16 Uth1'ough the i3suuncc of authority deficit f'unding notes as P'IO­

17 vided itl this act. Any"" order u so issuedu shall be deemed con··

18 clusive and final u,U and upon receipt of this order all persons

19 shall be estopped from contesting the order or the provisions

20 thereof U[and the]** *". Anyu authority or local unit or units

21 affected U[thereby]** Uby the order" shall promptly take the

22 action necessary to comply with this order.

1 **[14.]u **13.** To the extent not otherwise provided for U[in

2 this act, or]*~' by "*[any other IJl'oyi~ion of]** law, an authority is

:3 authorized and shall have the power to issue oblig'ations to b~~

4 designated "Authority *[Emergcncy]* ~'Tempo:'arv Funding~'

5 ~otes" in an amount liOt e~~ce('djllg the realized deficit ill revenues

6 for the preceding fiscal year and all estimated deficit in revenues

7 for the current fiscal year*[, al:clT' *. The notes'" may be renewed

8 from time to time. All **'[slich]** notes and U[the]'u "'*any**

9 renewals tllereof, shall muture 1l0t later thall the close of the

9A succeeding :fiscal y(!ar and shall Le pa~'able in **[the]** Uthat U

10 fiscal year. Payment shall, however, he subordinate to the payment

11 of princilml and interest 011, or sinking fund payments with respect

12 to, honds or other 01)ligatio118 (other than "Authority *[Emcl'­

13 gel1cy]'"' *Ternporary Funding" Notes") of the authority.

14 The proceeds of the sale of "Authority *[Emergency]* *Tern­

15 porary Funding* Notes" shall be deposited in the fund 01' funds

16 in which a deficiency exists *!to,** or is expected to exist**',** as set

17 forth in the resolutioll under 'which the notes are issued.

18 •An authority shall notify the Local Finance Board in writing of

19 its intention to issue"Authority Tetnporary Funding Notes" pur­

20 suant to this section, including therein a statement of the deficit

21 which the proceeds of the notes a1-e intended to fund, and a state­

22 ment of the manner in which the authority plans to either retire or

23 refinance the notes on or before the close of the succeeding fiscal

24 year. The notification shall be made at least 30 days prior to

25 issuance, or within such lesser time period as the Local Finance

26 Board shall permit.*

1 U[15.]** **14. *'Ai If the issuance of "Authority *[Emergency]'"

2 "'Temporary Funding* Notes" is not permitted by the terms of a

3 security agreement *[than]* r", then* the local ullit or uHits, if

4 obligated to make payments on account of a deficiency in revenues

5 under the terms of a finallcing agreement, may issue emergency

6 notes *Ptl1'SUa1/.t to the provisions of sections 40.A:4-46 through

740A:4-50 of the New Jersey Statutes* to fund this payrnent or por­

S tiOllS thereof. rJ'hese ohligations shall he designated "Authority

!) Deficit Funding Notes" and shall 1e general obligations of the



11

10 Issuer. Each note shall be authorized by resolution of the governing

11 body and may be renewed from time to time. ,,\11 notes and the

12 renewals thereof shall mature not later thali tLe last day of the

13 fiscal year next succeeding the fiscal :n'al' in \ylJich t}H'f;(' notes were

14 issued and the emerp:eney appr,}prja)~ion authorized.

15 9A local unit shall notify the Local Finance Board in writing of

16 its intention to issue "Authority Deficit Funding Notes" pursuant

17 to this section at least 30 days tJ1ior to the issuance, or within such

18 lesser time period cs the Local Finance BoaTd shall perrnit,includ­

19 iug there'in a statement of the deficit which the proceeds of the

20 l10tes are intended to fwnd, and a statement of the manner- in 'which

21 the local unit plans to either Teti're 0)' refinance thc1/oies on or

22 before the close of the sy,cceeding fiscal year.*

1 "*[16.] .'* **15."';, *[Every]*x'Noi:1l'illt,;tandiJn!J the 1)1'ovi810ns of

2 N. J. S. 40A:5-1 et seq., ('(~ch~ authol'ity shall cause an annual audit

3 of its accounts to be J:w.dC'j a:,d [OJ' tLls l"upose it shaH '~'(;(mtraet

4 'with the Division of Loca1 Govci'nnwnt Services Of'* employ a

5 registered municipal accountant of l'~ew Jersey or a certiiied puhlic

6 accountant of 1'-;GYI .Jersey. The audit shall be completed and filed

7 with the authority within four months aftcr the close of the fiscal

8 year of the authority HIanc1 al** **. A ~'*certified duplicate copy

9 thereof shall be filed with "the governing body of each local unit

10 having cr'eated the authority and wit"h* the director within five da~'s

11 after the original report is flIed with the authority. *The Local

12 Finance Board shall by rule or reg~dation prescTibe the accounting

13 principles and policies, a1iditing procedwiCs, and financial reporting

14 practices applicable to a'Uthorities and authority and is conducted

15 pursuant to this section. The niles and reg1ilations may include or

16 be similar to any provisions of the ((Local Fiscal Affairs Law

17 N. J. S. 4oA:5-1 et seq. which the Local Finance Board shall deeln

18 to be practicable or necessary.~'

1 **[17.]H' "'"'16':;":' A syllopsi" of 'IaIl audits, together with the

2 recommendations made by the registered municipal ::lcconntant or

3 certified illm:ielpal accountaJlt, shall lw prepared [md published by

4 the secretary of the authority at least once in a T1ew"paper circulat­

5 iug within the district of tlle authority.]* *the ann1tal audit shall be

6 prepared by the chairman of the authority and published at least

7 once in a newlipaper ci-rculating in the distr"ict of the authority. A

8 copy of the synopsis shall be filed with the director within 10 days

9 after pu,blication."

1 **[18.]** **17.** *[If the secretary fails to have the publication

2 made within 30 days after receipt of the report of audit and recom­

3 mendations, he shall be ~ub;ject to a fine of $10.00 payable to the
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4 authority for each day after the expiration of the 30 days that the

5 publication fails to appear.]* *The governing body of each au­

6 thority shall, within 45 days of 'j'eceipt of the annual audit, certify

7 by resol1~tion to the Local Finance Board that each member thereof

8 has personally reviewed the annual audit report, and specifically the

9 sections of the audit report entitled Geneml Oomments, and Recom-

10 mendations, and has evidenced same by group affidavit in the form

11 prescribed by the Local Finance B oard. Failure to comply with this

12 provision may subject the members of the authority to the penalty

13 pr'ovisions of section 52 of P. L.1947, c. 151 (0. 52:27BB-52).*

1 U[19.]U **18.** If at any time, as a result of exercising his

2 responsibilities under this act, the director has reason to believe

3 that an authority is faced with financial difficulty, the director shall

4 summon appropriate officials of the authority and the local unit or

5 units or either of the aforesaid to a hearing before the Local Finance

6 Board. The Local Finance Board may require the production of

7 papers, documents, witnesses or information and may make 01'

8 cause to be made an audit or investigation of the circumstances

9 with respect to which the hearing was called.

1 **[20.]u **19.** If the Local Finance Board determines that

2 financial difficulties exist which (1) jeopardize the payment of

3 operating expenses and debt service on obligations of the authority

4 or either of the aforesaid; or place an undue financial burden on the

5 inhabitants of the local unit cy units or the users of the system or

6 facilities of an authority; and (2) that these difficulties are likely

7 to reoccur and U[the continuance of which]U u, if they con­

8 tinue,U will impair the credit of the authority and local unit or

9 units or either of the aforesaid to the detriment of the inhabitants

10 thereof; and (3) no financial plan designed to prevent a reoccur­

11 rence of these conditions and which is deemed to be practicable and

12 feasible by the director has been undertaken by the authority or

13 the local unit or units, the Local Finance Board shall order the

14 implementation of a financial plan which will assure the payment

15 of debt service on obligations of the authority, or provide relief

16 from undue financial burden. The order shall be deemed conclusive

17 and final and upon receipt of the order all persons shall be estopped

18 from contesting the order or the provisions thereof and the au­

19 thority or local unit or units affected thereby shall take the action to

20 comply with the order.

1 U[21. The]U *'"20. Notwithstanding the provisions of any other

2 law to the contrary, the*'" governing body of a local unit **[01' the

3 governing bodies of the respective local units constituting]**

4 """which has establishedu an authority shall have the power and
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5 U[are]U uisu authorized by ordinance uin the case of a muni­

6 cipality,U *[in the case of municipalities and resolution in the case

7 of counties]* U[* or resolutions]*'*' *'*'and ordinance or resolu­

8 tion""", as appropriate*, *'*'in the case of a county,U to dissolve the

9 authority, except that *[an action to dissolve an authority shall

10 make]* *the Qt'dinance or -resolution, as the case may be, shall be

11 approved by the Local Finance Board priM to adoption. U Any

12 authority established by more than one municipality or county may

13 be dissolved by the adoption of parallel ordinances or resolutions,

14 as appropriate.*'" The Local Finance Board shall approve the

15 dissolution if it finds that the ordinance or resolution makes'"

16 adequate provision in accordance with a security agreement or

17 otherwise for the payment of all creditors or obligees of the au­

18 thority *and that adequate provision is made for the assumption of

19 those services provided by the authority which are necessary for the

20 health, safety and welfare of the recipients of those services.* The

21 ordinance or resolution shall be introduced and adopted in the

22 manner provided by law *'*'[and]U """,u shall take effect nll­

23 mediately after final adoption**,** and shall not be subject to

24 referendum. *A copy of the ordinance or resolution as adopted

25 shall be filed immediately with the Local Finance Board and with

26 the Secretary of State. * In the event that an authority has obliga­

27 tions outstanding at the time of the taking effect of the ordinance

28 or resolution U[authorizilJg the dissolution thereof]*'*' Uto dis­

29 solve the authorityU, the local unit or units "*[constituting]*'lt

30 udissolving U the authority are authorized to issue obligatiolls in

31 furtherance of the dissolution**,u and the obligations shall have

32 a period of usefulness not exceeding 40 years from the date

33 **[thereof]u uof is,manceu . The bonds shall be authorized by a

34 bond ordinance to be introduced and adopted in accordance with the

35 provisions of the uuu Local *[Board]* *Bond* Lawu '",*

36 *(N. J. S. 40A :2-1 et seq.r*[:*]U u,u except for the provisions

37 of sections *[40A :2-6,]* 40A :2-11, 40A :2-26, 40A :2-27 and

38 40A :2-31 of the New Jersey Statutes·,* and except that the bond

39 ordinance shall take effect immediately after final adoption and

40 shall not be subject to referendum. *The bonds 1nay be deducted

41 from the gross debt of the local unit by action of the Local Finance

42 Board in accordance with .mbsect'ion d. of N. J. S. 4oA:2-7.* BondR

43 issued for this purpose shall be sold under the direction and super­

44 vision of the Local Finance Boardu ,** and may be sold at either

45 public or private sale as the board shall prescribe.

46 uNothing contained in this section or in this act shall limit the

47 powers accorded under any other law to any county or municipaUty

48 to dissolve any authority which it has created or of which it has
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49 joined in the crcatiou. nor lintit any gCileral 1'eorganization powers

50 accorded tlnder law to ony cmmiy or municipality to alter or abolish

51 its agencies, but the provisions of this section and this act shall be

52 supplementary to the powers accO'idedllnder any other law.*'"

1 ;HI<21.;HI< The Local Finance Board may order the dissolution of a

2 local authority if, aHer holdi~6 a heal'ing consistent with section

3 U[19]** **18'u of this act, it (~et8rmilles that·, due to financial

4 difficulties 01' mismanagement," the ditisolutioll 01 an authority will

5 be in the public iuterest and ,vill serve the health, welfare, or COll­

6 venience of the illhabitants of the local unit or units, and the

7 dissolution will achien~ a rnore efficient nleans for providing and

8 financing local public facilities, except that an order dissolvillg ai1

9 authority shall ~~[makel~ *a8S7/-re* adequate pi'ovision in accor-

10 dance with a security agreemeHt or other"\vlse for an ereditors 01'

11 obligees of the authority. *Any orde1' so adopted by the Local

12 Finance Board to provide for the dissolution of an authority shall

13 take effect only 'upon its appl'o'val by the Cmmnissio;W1' of the De­

14 partrnent of Commtinity Affairs, the Slate TreaS1We'i' and the

15 Attorney General. Upon approval, the order shall be immediately

16 transmitted to the authority, to the clerk of the governing body of

17 the local unit or units, alld to the Secretary of State.'"

1 22. U[The lallguap;e uf1d terms of this net shall be e01lstnwd 1ib8r­

2 ally to effectuate the legislative intent and be complete and incle­

3 pendent authority for the performance of each and every act ann.

4 thing herein authori zed.] * "" f,d{'Rec01'ds of minutes, accotwts, bills,

5 vou,chers, contracts or' other' papers connected with or 1!sed or filed

6 with any authority O'i" with any officer or employee acting for or in

7 its behalf an~ declared to be p1lblic records, arid shall be open to

8 ImbUc inspection in accordance with P. L. 1963, C. 73 (C. 47:1A-1

9 et seq.) and regulations of the auth01"ity.u

1 23. U[If a section, subsection, clause or prOViSIOn of this act

2 shall be adjudged unconstitutional or to be ineffective in whole or

3 in part, to the extent thnt it is noT adjudp:ed unconstitutional or

4 is not ineffective it shall be valid and efFective and no other section,

5 subsection, clause or provision of this ltd shall on account thereof

6 be deemed invalid or ineffective, and the inapplicability or in­

7 validity of a section, subsection, clause or provision of this act

8 in one or more instances or under one or more circumstances shall

9 not be taken to affect or prejudice in any way its applicability or

10 validity in any oth8r instance or U11der any other circumstance.]*"

11 *'liNotwithstanding the provisions of any law to the contrary, the

12 State Auditor or his legally authorized Tcp1'esentative may examine

13 the accounts and books of any authority subject to the provisions of

14. this act....
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1 2,:1,. 4I[No local unit, ,vithout the }lrior approval of the Local Fi­

2 nance Board, may 2.3'ree to lease a facility from or pay any other

3 charge or fee for the use of the facility to a corporation or other

4 private entity which constructs or develops all or a substantial por­

5 tion of a facility primarily for the use of one or more local UlJits. The

6 Local Finance Board shall not approve this agreement unless

7 it determines that the proposed terms of the agreement are fair,

8 reasonable, and feasible and would not. impose an undue financial

9 burden on the inhabitants of the local nnit or units, or undermine

10 the financial soundness and credit status of th(' local unit or units.

11 A municipality and other contracting party in entering into this

12 agreement shall comply with the provisions of the "Local Public

.l ?)· nO"'->·'lr.+~ T ""," D T 1071 n 108 (0 40A'11 1 nt "po)]* *~Tot'-- \...1 l.Ll~ l- '-'''~ .~Gn, .i.• L~ • ..... ' ,\.., • . ...,' .I. • - ~..; ~"-'.L". 1.\ ,-

t1 withstanding ((il!! other lau; to the contm-,y, any a~dhO'rity, in

15 anticipation uf the issua/lce of bonds, may borr'ow money and issue

16 tetnpOHlTy obligations if the sec-writy ag1'eement so provides. A

17 telnp0'fafY obligation shall be designated «bond anticipation note"

18 01' «project note" and shall contain a recital that it -i" issued in

19 anticipation of the issuance of bonds. The notes may l;,~ issued for a

20 per-iod of lWt exceeding five years, or the pe1'iod of construct-ion as

21 certified by the c()Jisulting cugincer pItts 12 months, whicheve-,. shall

22 be less, and may be re-newed from t'ime to time with the approval 0/

28 the Local Finance Board.*

1 25. If the Local Finance Board has reason to believe that a

2 municipal public utility is faced with financial difficulty, it shall

3 have the pov/er to order an increase in rents, rates, fees or other

4 charges of the utility, and this order shall be valid and enforceable

5 notwithstanding' any provisions of the contrary in R S. 48 :2-1

6 et seq., but the Local Fillance Board, before issuing this order,

7 shall first hold a hearing to which the Director of the Division of

8 Local GovermneHt Services shall summon appropriate officials of

9 the municipality. 'The Local Finance Board may require the produc-

10 tion of papers, doculllents, witnesses or information and may make

11 or cause to be made an audit or investigation of the circumstances

12 with respect to which the hearing ,vas called.

13 nw Local Finance Board may *[exempt]* ""except· municipal

14 and county funding for a deficit of a municipal public utility *01'

15 authority*' from tIle explmditure limitations of P. L. 1976, c. 68 (C.

16 40A:~1-'15,1 et seq.).

1 26. a. 'j'he Local Finance Board is authorized to adopt, aIllend

2 and repeal rules and regulations to effectuate the purposes of this

3 act.

4 "'b. This act shall not limit the powers of the Local Finance Board
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5 or the director to regulate the financial affairs of authorities in the

o manne1' auth01'ized by P. L.1947, c.151 (C. 52:27BB-l et seq.).·

1 27. The Local Finance Board, the director, and local units and

2 local authorities shall not act under this act in a manner inconsistent

3 with a security or financing agreement in effect at the time of the

4 action.

1 28. This act shall take effect ·[immediately]· ·90 days following

2 enactment, except that sections U[ll, 12, 16, 17, and 18]*"" ul0,11,

3 15, 16, and 17u shall apply to the first fiscal year of an authority

4 which commences 180 days following the promulgation by the Local

5 Finance Board of rules and regulations to govern the adoption and

6 approval of auth01''ity budgets and the conduct of annual audits by

7 authorities pursuant to those sections"".



ASSElVIBLY, No. 144

STATE OF NEW· JERSEY

PRm-FII./·~D Fon INTHODU C'rION TN THE 1982 SESSION

By Assemblymen DOYLE, KARCHER, and VAN V'{AGNER

AN ACT concerning the Regulation of Local Authorities by the

Local Finance Board.

1 BE IT ENACTED by the Senate and General Assembly of the State

2 of New Jersey:

1 1. This act shall be known and may be cited as the "Local Public

2 Facilities li'iscalControl Law."

1 2. The Legislature declares it to be in the public interest and

2 to be the policy of the State to maintain, support, foster, and pro­

3 mote the financial stability of local authorities in the State and

3A municipalities served by local authorities, State approval of

4 project financing of local authorities, and State supervision of

5 financial operations of local authorities in order to assure their

6 financial stability and integrity.

7 The Legislature declares that it is the purpose and object of

8 this act to implement this policy by providing that the creation

9 of a local authority be subject to Local Finance Board approval,

10 that project financing of a local authority he submitted to the Local

11 Finance Board for approval, that annual budgets of a local au­

12 thority be submitted to the Local Finance Board for approval,

13 that financial reports be prepared and submitted by a local au­

14 thority to the Local Finall~e Board in the form and at the time

15 or times as shall be prescribed by rule or regulation prescribed by

16 the Local Finance Board, and that the Local Finance Board may

17 take remedial action to address an emergency situation with re­

18 speet to the financial condition and operation of a local authority

19 or to respond to an undue financial burden imposed by a local

20 authority on residents of the State, including the power to order

21 the dissolution of a local authority if it is in the public interest.

1 3. As used in this act, unless a different meaning clearly appears

2 from the context:

3 a. "Authority" means a local public body or political suo-
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4 division, other than a school district subject to the supervision of

5 the New .Jersey Department of Education, created by a munici­

6 pality, municipalitieH, COUllty, or counties, under the provisions of

7 any law heretofore or hereafter adopted which law authorized Hw

H authority to develop and finallce public improvements or a body

9 created by the State vep,-islatUl'e which is not statutorily allocated

10 to a State cabinet departmellt; and further provided that the term

11 "authority" as used herein shall not include a hi-State govern­

12 mental entity.

13 b. "Director" means the Direetor of the Division of Local Gov-

14 ernment Services in the Department of Community Affairs.

15 c. "Financing agreement" means an agreement of a local unit

16 or units intended to provide security for an issue of obligations

17 of an authority, including a contract providing for payments

18 by a local unit or units with respect to use, services or provision

19 of a project, facility or public improvement of an authority or

20 payments for debt service therefore.

21 d. "Local Finance Board" means the Local Finance Board in

22 the Division of Local Government Services in the Department of

23 Community Affairs.

24 e. "Local unit or units" means a county or municipality which

25 created or joined in the creation of an authority or which proposes

26 to create or ;join in the creation thereof or which proposes to enter

27 into a financing agreement with an authority.

28 f. "Project financing" means the financing by an authority of

29 a facility for the benefit of the inhabitants of a local unit or units

30 and includes payment for the design and plan for the facility.

31 g. "Security agreement" mean.s a bond resolution of an au­

32 thority or a trust indenture to be executed by an authority or other

33 similar proceeding or document.

1 4. Upon the effective date of this aet, no authority other than

2 an authority created by an act of the Legislature shall be created

3 without the prior approval of the Locnl Finance Board. Prior to

4 the introduction of an ordinance or the adoption of a resolu­

5 tion to create an authority, the local unit or units proposing this

6 creation shall make application to the Local Finance Board for

7 its approval. The application shall contain; (a) a copy of the

8 .proposed ordinance or resolution creating the authority; (b) a

9 statement, in brief and general terms of the projector projects

10 to be undertaken,. the estimated cost thereof including the manner

11 of the financing thereof, and the area to be served thereby; (c)

12 a proposed budget for the first year of authority operations, in­

_13 eluding ~ table of organization, personnel requirem~nts. the level

.,.
!
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5. The Local Finance Board shall approve in writing the creation

of the proposed antllOrity if it determines that the authority to be

created is in the public interest and will serve the health, welfare,

or conv~nience of the inhabitants of the local unit or units and

27

1

25

26

14 of staff required for supervision of the operation of the authority

15 and the proposed source or sources of the authority's funding; and

16 (d) a statement, in the form prescribed hy the Local F'inance Board,

17 indicating that the local unit or units have considered alternate

18 means of undertaking the proposed project or projects and the

19 financing thereof and determining that the creation of an authority

20 is the most efficient and feasible means of providing and financing

21 such project or projects. r:rhe Local Finance Board may eonsider

22 estimates, computations or calculations made in connection with

23 an application, may require the production of papers, documents,

24 witnesses or infonnation, may makA or canse to be mane an audit

or investigation and may take any action which it mav determine

advisable in connection with its consideration of wllether it should

consent to the creation of an authority.

f) the creation of an authority is an efficient and feasible means of

6 providing and financing this project or projects.

1 6. If the Local Finance Board shall not make the determinations

2 required by the preceding paragraph, it shall specify in writing the

3 reason or reasons therefore and shall file same with the clerk or

4 clerks of the local unit or units. Not less than 90 days from the

f5 receipt thereof, the local unit or units may submit a revised appli­

() cation for consideration and approval of the Local Finance Board.

1 7. Prior to the adoption of a security agf(~ementby an authority

2 or an ordinance or resolution of a local unit or units authorizing a

3 financing agreement, the proposed project financing shall he sub­

4 mit-ted to the Local Finance Board for its review and approval.

;) 'rhe Local Finallce Board shall, in the course of its review and

(j approval, g'ive cOllsideration to: (a) the naturC', pnrpose, and scop€

7 of the }1roposect projert financing; (b) the engineering and feasi­

8 llility studies pn,pared in cOJlTIection therewith; (c) the terms and

o provisions of the proposed financing agreements, security agree-

10 ments and, in the instance of a neg'otiated offering', the proposed or

11 maximum terms and conditions of sale; (d) the proposed or ma.,<:i­

12 mum schedule of debt service payrnents required and the impact

18 thereof on the budget and financial condition of the authority and

14 of the local unit or units; (e) the estimate of the annual cost of

15 operating and maintaining the project as set forth in the engineer­

16 ing report of feasibility studies; and (f) the initial rate, rent, fee,

17 or charge schedule or structure proposed by the authority or other
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18 proposed method of raIsmg the amounts required to finance the

H) operations of the authority (including the payment of debt service

20 on its obligations). The Local FillaI1Ce Board may examine the

21 estimates, computatiolls or calculations made in connection with

22 this submission, may require the production of papers, documents,

23 witnesses or information, may take or cause to be made all audit

24 or investigation amI may take any other action which it may deem

25 advisable in connection with this submission.

1 8. The Local Finance Board shall approve the proposerl financing

~~ if it determines with respect to the proposal: (a) that the project

;1 cost has been accurately determined; (b) that the method proposed

4 for the funding of the project CORt, proposed or maximum terms and

5 provisions of the financing and of a proposed financing agree­

6 meut are fair, reasonable and feasible and would not impose an

7 ulldue financial burden on the inhahitants of tllP local unit or units,

8 which have created or have joined in the creation of the authority

9 or which may enter into a financing agreement with the authority,

10 or would not materially impair the ability of the local unit or units

11 or the authority to pay promptly the principal of and interest on

12 the outstanding indebtedness thereof or to provide essential public

13 services to the inhabitants thereof; and (c) in the case of a negoti­

14 ated offering, that the proposed or maximum terms and conditions

15 of sale are, in light of current market conditions for obligations

16 of similar quality, fair and reasonable. The approval shall be in

17 writing and shall be filed ·with the clerk or clerks of the local unit

18 or 11111ts and \vith the secretary of the authority.

1 9. The Local Finance Board may require, as a condition of its

2 approval of a proposed project financing:

3 a. That the debt service reserve fund in an amount established by

4 the board be funded froIn the proceeds of the sale of t.he authority's

5 bonds;

6 b. The Incurreuce of indebtedness and the issuance of obligations

7 by the local unit or units to finance a portion of the proposed project

8 cost. Except as otherwise provided in this act, these obligations

9 shall be authorized and issued in the manner provided for in Title

10 40 of the Revised Stututes or Title 40A of the New .Jersey Statutes;

11 c. That the local unit or units exeeute a financing agreement with

12 the authority; and

13 d. That the local ullit or units not execute u financing agreement

14 with the authority, if the Local Fil1ance Board determines that the

15 agreement would impose an inappropriate risk 011 the local unit;

16 e. That an amount not to exceed the outstanding principal each

17 year for the proposed financing of the authority be included in the
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18 net debt of a local unit, under N..J. S. 40A :2-1 0t seq., jJ the local

19 unit executes a finuucing agreement with the authority;

20 f. In addition to the above, any other conditions that the Local

21 Finance Board considers appropriate to provide sound financial

22 support for the project financing.

1 10. To the extent not otherwise provided for in Title 40 of the

2 Revised Statutes or Title 40A of the Now .Jersey Statutes and in

3 order to satisfy the provisions of section 9 of this act, any local unit

4 or units now members of an authority or which may hereafter join,

5 form or create an authority 01' which are now or hereafter under

6 contract with an authority in connection with a project financing

7 are authorized and shall have the power to incur indebtedness and

8 issue obligations for any purpose for which an authority may issue

9 obligations and to donate the proceeds of those obligations to au

10 authority to be expended for the purpose for which the funds were

11 borrowed. Except as otherwise provided in this act, all obligations

12 shall be authorized and issued in the manner provided for in Title

13 40 or Title 40A.

1 11. Every authority shall, not later tha1145 days prior to the com­

2 mencement of its fiscal year, or, if a local unit or units have

3 entered into a financing agreement with an authority, not later than

4 November 15 of each year, submit a budget for the next fiscal year

5 to the Local Finance Board. The budget shall be in such detail as

6 to items of revenue and expense as shall be required by law or by

7 rules and regulations of the Local v'inance Board and shall also

8 comply with the terms and provisions of any security agreements.

1 12. No authority budget shall be finally adopted until the Local

2 Finance Board shall have approved same. In granting the approval,

3 the Local Finance Board shall consider:

4 a. Whether revenues have been realistically anticipated and,

5 b. Whether the schedule of rates then in effect will produce

6 revenues sufficient to satisfy all obligations to the holders of bonds

7 of the authority. The Local Finance Board shall, in making this

8 determination, consider the prior history of collection of service

9 charges of the authority and the likelihood of adequate collections of

10 service charges under the existing rate ~chedule or a proposed rate

11 schedule and the amounts to be appropriated by the local unit or

12 units.

1 13. The Local F1inance Board shall have the power, in the case of

2 a financing agreement between an authority and a local unit 01' units,

3 to enforce; by appropriate order, the terms and provisions thereof

4 with respect to the funding of a deficit, whether in existence or

5 anticipated. If the Local Finance Board has reU~Oll to Lelieve that
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6 an authority is faced with financial difficulty, it shall have the power

7 to order an increase in rents, rates, fees or other charges of the

8 authority, and this order shall be valid and enforceable notwith­

9 standing any provisions to the contrary in R. S. 48 :2-1 et seq.,

10 except that tlleLocal Finance Board, before issuing this order,

11 shall first hold a hearillg consistent with sectioll 19 of this act. ']'he

12 Local ]'inance Board also shall have authority to provide that a

13 requirement that a local unit or units pay a deficit under a financing

14 agreement be funded as provided in section 15 of this act and this

15 order shall be deemed conclusive and final and upon receipt of this

16 order all persons sllall be estopped from contesting the order or the

17 provisions thereof and the authority or local unit or units affected

18 thereby shall promptly take the action necessary to comply with this

19 order.

1 14. To the extent not otherwise provided for in this act, or by

2 any other provision of law, an authority is authorized and shall

3 have the power to issue obligations to be designated "Authority

4 Emergency Notes" in an amount not exceeding the realized deficit

5 in revenues for the preceding fiscal year and an estimated deficit

6 in revenues for the current fiscal year, and may be renewed from

7 time to time. All such notes and the renewals thereof, shall mature

8 not later than the close of the sncceeding fiscal year and shall be

9 payable in the fiscal year. Payment shall, however, be subordinate

10 to the payment of principal and interest on, or sinking fund pay­

11 ments with respect to, bonds or other obligations (other than

12 "Authority Emergency Notes") of the authority.

13 The proceeds of the sale of "Authority Ijjmergency Notes" shall

14 be deposited in the fund or funds in which a deficiency exists or

15 is expected to exist as set forth in the resolution under which the

Hi notes are issued.

1 15. If the issuance of "Authority Emergency Notes" is not

2 permitted by the terms of a security agreement than the local

3 unit or units, if obligated to make payments on account of a de­

4 ficiency in revellue~ under the terms of a financing agreement,

5 may Issue emergency notes to fund this payment or portions

6 thereof. These obligations shall be designated "Authority Deficit

7 Funding Notes" and shall be general obligations of the issuer.

8 Each note shall be authorized by resolution of the governing body

9 and may be renewed from time to time. All notes and the renewals

10 thereof shall mature not later than the last day of the fiscal year

11 next succeeding the fiscal year in which these notes were issued

12 and the emergency appropriation authGrized.

1
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1 16. Every authority shall cause all annual audit of its accounts

2 to he made, and for this purpose it shall employ a registered mu­

3 nicipal accountant of New .Tersey or a certified public accountant

4 of New .Tersey. The audit shall be completed and filed with the

5 authority within 4 months after the close of the fiscal year of the

6 authority and a certified duplicate copy thereof shall be filed with

7 the director within 5 days after the original report iR filed with

8 the authority.

1 17. A synopsis of all audits, together with the recommendations

2 made by the registered municipal aCCoUlltant or certified municipal

3 accountant, shall be prepared and published by the secretary of

4 the authority at least once in a newspaper circulating within the

5 district of the authority.

1 18. If the secretary fails to have the publication made within

2 30 days after receipt of the report of audit aDd recommeDdatioJls,

3 he shall be subject to a fine of $10.00 payable to the authority for

4 each day after the expiration of the 30 days that the publication

5 fails to appear.

1 19. If at any time, as a result of exercising his responsibilities

2 under this act, the director has reason to believe that an authority

3 is faced with financial difficulty, the director shall SUIllmOJl appro­

4 priate officials of the authority and the local uuit or units or

5 either of the aforesaid to a hearing before the Local Finance

6 Board. The Local Finance Board may require the production of

7 papers, documents, witnesses or information and may make or

8 cause to be made an audit or investigation of the circumstances

9 with respect to ~which the hearing was called.

1 20. If the Local Finance Board determines that financial diffi­

2 culties exist which (1) jeopardize the payllllmt of operating ex­

3 penses and debt service on obligations of the authority or either

4 of the aforesaid; or place an undue financial burden on the in­

5 habitants of the local unit or units or the users of the system or

6 facilities of an autllOrity; and (2) that these difficulties are Elmly

7 to reoccur and the continuance of which will impair the credit of

8 the authority and local unit or units or either of the aforesaid to

9 the detriment of the inhabitants thereof; and (3) no financial plan

10 designed to prevent a reoccurrence of these conditions and which

11 is deemed to be practicable and feasible by the director has been

12 undertaken by the authority or the local unit or units, the Local

13 Finance Board shall order the implementation of a financial plan

14 which will assure the payment of debt seryice on obligations of

15 the authority, or provide relief from undue financial burden. The

16- order: shalL bede~med conclusive and final and upon receipt of thr



17 order all persons shall be estopped from contesting the order or

18 the provisions thereof and the authority or local unit or units

19 affected thereby shall take the action to comply with the order.

1 ~1. The p;overl1iTlg body of a local unit or the governing bodies

2 of the respective local uuits constituting an authority shall have

3 the power and are authorized by ordinance in the case of munici­

4 palities and resolution in the case of counties, to dissolve the

5 authority, except that an action to dissolve an authority shall make

6 adequate provision in accordance with a security agreement or

7 otherwise for the payment of all creditors or obligees of the au­

S thority. The ordinance or resolution RhaH be i.ntroduced and

9 adopted in the manner provided hy law and shall take effect

10 immediately after final adoption and shall not be suhject to

11 referendum. In the event that an authority has ohligations out­

12 standing at the time of the taking effect of the ordinance or resolu­

]3 tion authorizing the dissolution thereof, the local unit or units

14 constituting the authority are authorized to issue obligations ill

] 5 furtherance of the dissolutioll ulld the obligations shall have a

16 period of usefulness not pxceeding 40 years from the date thereof.

17 The bonds shall be authorized hy a hond ordinance to be introduced

18 and adopted in accordancp with the provisions of the Local Board

19 Law except for the provisions of sections 40A :2-6, 40A :2-11,

20 40A :2-26, 40A :2-27 and 40A :2-31 of the New Jersey Statutes and

21 except that the bond ordinance shall take effect immediately after

22 final adoption and shall not be suhject to referendum. Bonds issued

23 for this purpose shall be sold under the direction and supervision

24 of the Local Finance Board and may be sold at either public or

25 private sale as the board shall prescrihe.

26 The Local "F'inance Board may order the di.ssolution of a local

27 authority if, after holding a hearing consistent with section 19 of

28 this act, it determines that the dissolution of an authority will be

29 in the public interest and will serve the health, welfare, or 00n­

30 vonience of the inhahitants of the local unit or units, and the

31 dissolution will achieve a more efficient mean~ for providing and

32 financing' local public facilities, except that an order dissolving an

3:3 authority shall lllUke adequate provision in accordance with a

34 security agreement or otherwise for all creditors or obligees of the

3S authority.

1 22. The language and terms of this act shall b€ construed liber­

2 ally to effectuate the legislative intent and be complete and inde­

3 pendent authority for the performance of each and every act and

4 thing herein authorized.

1 23. If a section, suhsection, clause or provision of this act

2 shall be adjudged unconstitutional or to be ineffective in whole or
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in part, to the extent that it IS not alljud.e:ed unconstitutional or

is not ineffective it shall be valid and effective and no other sec60n,

subsection, clause or provision of this 'let shall on acconntthereof

be deemed invalid or ineffective, and the inapplicability or lll­

validity of a section, subsection, clause or provisiOIl of this act

in one or more instances or Ulidcl' one or more circumstances shan

not be taken to affect or pn~.iudice in auy way its applicahility or

validity in any other instance or UJlllt~l' any other circumstance.

24. No local unit, without the prior approval of the Local Finance

Board, may agree to lease a facility from or pay any other cbarge

or fee for the use of the facility to a corporation or other pI'ivat(~

entity which constructs or develops all or a substantial portion of

a facility primarily for the use of one or more local units. 1'ho

Local Finance Board shall not approve this agreement unlpss

it determines that tbe proposed terms of the agreement are fair,

reasonable, and feasible and would not impose an undue financial

burden on the inhabitants of the local unit or units, or undermine

the financial soundness and credit status of tll<' local unit or unitH.

A municipality and other contracting lJarty in entering into this

agreement shall comply with the provisions of the "Local Publi(~

Contracts Law," P. L.1971, c.198 (C. 40A:ll-1 et seq.),

25. If the Local Finance Board ha:;; reason to believe that a

municipal public utility is faced with financial difficulty, it shall

have the power to order an increase in rents, rates, fees or Dther

charges of the utility, and this order shall 1>8 valid and enforceable

notwithstanding any provisions of the contrary in R. S. 48 :2-1

et seq., but the Local Filiance Board, before issuing this ordm',

shall first bold a hearing to which the Director of the Division of

Local Goverlllnent Services shall SUlllmon appropriate officials of

the lllunicipality. 1'he Local ji-'inance Board may require the produc­

tion of papers, documents, witnessm; or informatioll and Tllay make

or cause to be made all audit or i.nvestigation of the circumstances

with respect to which the hearing was called.

The Local ji-'inance Board may exempt municipal and county

funding for a deficit of a municipal public utility from the ex­

penditure limitations of P. L. 1976, c. 68 (C. 40A:4-45.1 et seq.).

26. The Local Final]('e Board is authorized to adopt, alllfmd anrl

repeal rules and regulations to effectuate the pUTl)Oses of this act.

27. The Local Fi Ilanc" Hoard. th" dil'('ctor, and local units and

local authoriti.es sllall not act under this actilJ a manner inconsistent

with a security or financing agreement in effect at the time of th('

action.

2R. This Mt shall take ~ffect immediately.
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STATEMENT

This bill empowers the Local Finance Board to oversee the

creation, operation and dissolution of local authorities established

by municipalities or counties. These authorities have the potential

for misuse as a means of avoiding the budgetary limitations of

the local "cap" law (P. L.1976, c. 68, C. 4OA:4-45.1 et seq.).

T



ASSEMBLY REVENUE, FINANCE AND APPROPRIATIONS
COMMITTEE

STATEMENT TO

ASSEMBL Y, No. 144
[OFFICIAL COpy REPRINT]

with committee amendments

STATE OF NEW JERSEY

DATED: MAY 5, 1983

Assembly Bill No. 144, with committee amendments, creates an over­

sight function to control the creation, operation and dissolution of local

authorities. The oversight function is assigned to the Local Finance

Board and the Director of the Divisioll of Local Government Services

in the Department of Community Affairs.

Generally, the Local Finance Board must approve the creation of a

local authority; its debt issuance and an authority's dissolution.

The Director of the Division of Local Government Services is charged

with the review of authority budgets as per guidelines established by

the board.

COMMITTEE AMENDMENTS:

The committee amended the bill by adding the requirement that the

Local Finance Board hold a public hearing prior to approving an

authority's proposed project financing. The amendments provide more

specific direction and minimum requirements regarding the authority's

annual budget submission and execution and approval by the director.

While the bill authorizes authorities to issue Temporary Funding

Notes whose purpose is to meet required deficits, the committee amend­

ments require notificatioll to the Local Finance Board prior to issuing

such notes.

Regarding audits, the committee amendments call for minimum audit

requirements regarding accounting principles, auditing procedures and

finance reporting practices, as prescribed by the Local Finance Board.

Additionally, the members of the authority's governing body are to

certify in writing to the Local Finance Board that each member has

personally reviewed the audit and, in particular, any recommendations

contained in the audit.

Regarding the dissolution of an authority, the committee inserted

the requirement that any local ordinance or resolution to dissolve an



2

authority must be approved by the Local Finance Board prior to that

ordinance or resolution's adoption. The dissolution of an authority

ordered by the Local Finance Board must also be approved by the

Commissioner of the Department of Community Affairs, the State

Treasurer, and the Attorney General.

The committee changed the effective date of the bill from immedi­

ately to 90 days following enactment and the section regarding budgets

and audits are to comply to the fiscal year of an authority which com­

mences 180 days following promulgation of rules and regulations re­

garding submission of budgets and audits.
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ASSEMBL Y, No. 144

STATE OF NEW JERSEY
PI{fi~-FTLED Fon H,THODFc'rrON n,;- THE 1982 SESSION

By Assemblymen DOYLE, KARCHER and VAN WAGNER

AN ACT '*'[concerning the Regulation of Local Authorities by the

Local Finance Board]'*' "'providing for the regtdation by the

State of the fiscal affairs of local atdhorities·.

1, BE IT ENACTED by the Senate and General Assembly of the State

2 of New Jersey:

1 1. This act shall be known and may be cited as the "Local

2 "[Public :F'acility]'*' *Authorities'*' Fiscal Control Law."

1 2. The Legislature declares it to be in the public interest and

2 to be the policy of the State to maintain, support, foster, and pro­

3 mote the financial stability of local authorities in the State and

3A municipalities served by local authorities, State approval of

4 project financing of local authorities, and State supervision of

5 financial operations of local authorities in order to assure their

6 financial stability and integrity.

7 The Legislature declares that it is the purpose and object of

8 this act to implement this policy by providing that the creation

9 of a local authority be subject to Local Finance Board approval,

10 that project financing of a local authority be submitted to the Local

11 Finance Board for approval, that annual budgets of a local au­

12 thority be submitted to the "'[Local Finance Board]· •Division of

13 Local Government Services in the Department of Community

14 Affairs'*' for approval, that financial reportR be prepared and sub­

15 mitted by a local authority to the *[Local Finance Board]'" "'divi­

16 sion'" in the form and at the time or times as shall be prescribed by

17 rule or regulation "'[prescribed by]'*' *0[* the Local Finance

18 Board *or of the Director of the Division of Local Government

19 Services"', and that the Local Finance Board may take remedial
EXPLANATION-Matter enclosed in bold-faced brackets [thuu in the above bill

is not enacted and is intended to be omitted in the law.
Matter printed in italics thus is new matter.

Malter enclosed in asterisks or stars has been adopted as follows'
*-Assembly committee amendments adopted May 5, 1983.
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24 e. "Local unit or units" means a county or lllunicipality which

25 created or joined in the (;n~ation of an authority or which proposes

26 to create or join in t};e crcntion tlleTeof or 'which proposes to enter

27 into a financL,i,; a5';l'C(~meJ1t with an authority.

28 f." Project finmFillg" lil("lm; th, ~nancin~; by an authority of

29 a facility for the benefit of 11,8 inhahi cants of a local unit or units

30 and includes payment for tlw desig'il and plan for the facility.

31 g. "Security agreement" Ine~,n::l a bond resolution of an au­

32 thority or a trust indenture to be executed by an authority 01' other

33 similar proceeding or document.

1 4. Upon the effective date of this aet) no :Inn'or~ty '~[other than

2 an authority created by an aet of the Legishtn re]'x, shall he created

3 ""by any local unit or units'~ without the prien' annoval of the Local

4 Finance Board. Prior to the introduction of un ordinance or the

5 adoption of a resolution to create an authority, the local unit 01'

6 units proposing this creation shall make application to the Local

7 Finance Board for its approval. The application shall contain: (a)

8 a copy of the proposed ordinance 01' resolution Cleating the author­

9 ity; (b) a statement, in brief and general terms of the project or

10 projects to he Ul'del'takcIJ, the estimated cost th(~reof including the

11 manner of the financing thereof, and the arf'a to be 'served there1 l)';

12 (c) a proposed budget for the first year of alJthority operations,

13 including a table of organization, personnel requirements, the level

14 of staff required for supervision of the operation of the authority

15 and the proposed source or sources of the authority's funding-; and

16 (d) a statement, in the form prescribed by the Local Finance Board,

17 indicating that the local unit or units have considered ;;[alternate]*

18 *alternative* means of undertaking the IJt'ojJosed project or proj­

19 ects and the financing thereof and "Idetcl'minin;2:r' "'have deter­

20 mined'll that the creation of an authority if) the most efficient and

21 feasible means of providing and financing Rnc]\ vrojed or projects.

22 The Local Finance Board may consider estimates, computations

2~~ or calculations made in connection with an application, may requirH

24 the production of papers, documents, \vitnet~ses or information,

25 may make or cause to he made an audit or inve:,-;tigation al1d may

26 take any action which it may determine advis:lble in connection

27 with its consideration of whether *01' not'" it should consent to tlw

28 creation of an authority.

1 5. r.t'he Local Finance Board shall approve in writing the creation

2 of the proposed authority if it determines that the authority to he

3 created is *[in the public interest and will se;'vc the health, welfare,

4 or convenience of the inhabitants of the local ullit or units and

;) the creation of an authority is)" an efficient and feasible means of
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(j providing and financing this project or projects"', ,qi1Jen the needs

7 of, and the financial burdens to be placed npon, the inhabitants

8 of the local unit or units"'.

1 6. If the Local Finance Board shall llot "[make the determina­

2 tions required by the preceding paragraph]'" "'approve the crea­

2A tion of the a'uthority"', it shall specify in writing the reason or

3 reasons therefore and shall file same with the clerk or clerks

4 of the local unit or units. Not less than flO days from the receipt

5 thereof, the local unit or units may submit a revised application

6 for consideration and approval of the Local Finance Board.

1 7. Prior to the adoption of a security agreement by an authority

2 or an ordinance or resolution of a local unit or units authorizing a

3 financing agreement, the proposed project financing shall be sub­

4 mitted to the Local Finance Board for its review and approval.

5 The Local Finance Board shall, in the course of its review and

6 approval, give consideration to: (a) the nature, purpose, and seope

7 of the proposed project financing; (b) the engineering and feasi­

8 bility studies prepared in connection therewith; (c) the terms and

9 provisions of the proposed financing agreements, security agree-

10 ments and, in the instance of a negotiated offering, the proposed or

11 maximum terms and conditions of sale; (d) the proposed or maxi­

12 mum schedule of debt service payments required and the impact

13 thereof on the budget and financial condition of the authority and

14 of the local unit or units; (e) the estimate of the annual cost of

15 operating and maintaining the project as set forth in the engineer­

16 ing report of feasibility studies; and (f) the initial rate, rent, fee,

17 or charge schedule or structure proposed by the authority or other

J8 proposed method of raising the amounts required to finance the

19 operations of the authority (including the payment of debt service

20 on its obligations). The Local Finance Board may examine the

21 estimates, computations or calculations made in connection with

22 this submission, may require the production of papers, documents,

23 witnesses or information, may take or cause to be made an audit

24 or investigation and may take any other action which it may deem

25 advisable in connection with this submission.

1 8. The Local Finance Board shall "', upon the completion of its

2 review, hold a hearing at which any interested party may furnish

3 additional informa,tion regarding the proposa'z. After the hearing,

4 the board shall'" approve the proposed financing if it determines

5 with the respect to the proposal: (a) that the project cost has been

6 "'[accurately]'" determined "'by reasonable and accepted methods"';

7 (b) that the method proposed for the funding of the project cost,

8 proposed or maximum terms and provisions of the financing and of
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~ a proposed nnancing' agreement are *[fuir, reasollabk [1,]l(1

10 feasihle]"" *not unreasonable nor" impmcticable,* and would 110t

1.1 impose an undue "'and unnecessary* financial burden on the iu­

12 hahitants of the local unit or units, which have created or have

13 joined in the creation of the authority or which may enter ida n

14 financing' agreement with the authority, or would noL materially

15 impair the ability of the local unit or units or the authority to pay

16 promptly the principal of lmel interest 011 the outstaIHlillg Ill­

17 clebtedness thereof or to provide essential puhlic servic(~s to t!ll~

18 inhabitants thereof; aild (c) in the case of a llegotiatcd ofIerilJg,

19 that the proposed or maximul1l terms and cOlJditiolls of sale al'(~, in

20 light of current market conditions for obligations of similar quality,

21 ')[fair and]"" reasonable. The approval shall he in writing' and shall

22 be flled with the clerk or clerks of the local unit or units and ",ith Hw

23 secretary of the authority.

1 9. The Local Finance Board may require, as a condition of its

2 approval of a proposed project financing:

3 a. That the debt service reserve fund in an amount established by

4 the board be funded from the proceeds of the sale of the authority's

5 bonds;

6 b. The incurrence of indebtedness and the issuance of obligations

7 by the local unit or units to finance a portion of the proposed project

8 cost. Except as otherwise provided in this act, these obligations

~) shall be authorized and issued in the manner provided for in Title

10 40 of the Revised Statutes or Title 40A of the Nev,,' Jersey Statutes;

11 c. That the local unit or units execute a financing agreement with

12 the authority; and

13 d. That the local unit or units not execute a financing agreement

14 with the authority, if the Local Finance Board determines that the

15 agreement would impose an inappropriate risk on the local unit;

16 e. That an amount not to exceed the outstanding principal each

17 year for the proposed financing of the authority be included in the

18 net debt of a local unit, under N. J. S. 40A:2-1 et seq., if the local

19 unit executes a financing agreement with the authority;

20 f. In addition to the above, any other conditions that the Local

21 Finance Board considers appropriate to provide sound financial

22 support for the project financing.

1 10. To the extent not otherwise provided for in Title 40 of the

2 Revised Statutes or Title 40A of the New Jersey Statutes and in

3 order to satisfy the provisions of section 9 of this act, any local unit

4: or units now members of an authority or which lllay hereafter join,

5 form or create an authority or which are now Or hereafter under

6 contract with an authority in connection with a project financing

.j

j
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7 are authorized and shall have the power to incur indebtedness and

8 issue obligations for any purpose for which an authority may issue

9 obligations and to donate the procoAds of those obligations to an

10 authority to be c:qwnrlcd for the purpose for which the funds were

11 borrowed. Except as otherwise provided in this act, all obligations

12 shall be autllOrized aHd issued in the manner provided for in Title

13 40 or Title 40A.

11.'TI1~v('ry aurhorlr;' shall, not later than 46 days prior to tb~

~2 comnw]l('emellt of its fiscal year, or, if a local unit or units have

3 entered into a financing agreement with an authority, not later than

4 November 15 of each year, submit a budget for the next fiscal year

5 to the Local Finance Board. The budget shall be in such detail as

6 to items of revenue and expense as shall be required by law or by

7 rules and regulations of the Local Finance Board and shall also

S comply with tho tenm; and provisions of any security agreements.]'"

9 *a. Each authori.ty shall sy,bmit a budget fOT each fiscal year to the

10 director pr'ior to its adoption thereof. The budget shall cornply 1Dith

11 the tenns and provisions of any security agreements, and shall be

12 in s11ch form and detail as to items of revenue, expenditn're and othel'

1:1 conteni as shall be required by law or by rules and 'rcf]ulatiol1s 0/ the

14 Local Finance Board.

15 b. The Local Finance Board shall prescribe by rule or regulation

16 the proced1lre for the adoption of budgets by authorities. The ndes

17 and regulations 'may include or be similar to any provisions of the

18 "Local Budget Lall/' (N. J. S. 40A:4-1 et seq.) which the Local

19 Finance Board shall deem to lJe practicable or neces;,ary, and may

20 .furtlwr inelude any other lJi'ovisions and requirements which the

21 Local Pillance Bowrd shall deem appropriate or necessary.

22 c. The Local Finance Board shall also prescribe by rule or regula­

23 lion the procedures and n:quiH~ments for execution of any budget

24 after adopt'ion, and for the admin'istration of financial affa'irs of
26 authorities. The 'rules and regulations may inclu.de, without li1'nita­

2G tion. an!! pr01)isions of the "Local Budget Law" (N. J. S. 40../1 :4-1

27 et seq.), and the "Local Fiscal Aflai'rs Law" (N. J. S. 40A:5-1 et

2S seq.), which the Local Finance Board shall deem to be practicable

2~) and necessary.'"

1 12. Ko authority budget shalllJe fillally adopted until the '~[Local

2 Finance Board]':' j~director"* shall have approved same. In granting

3 the approval,~[theLocal Finance Board shall consider:

4 a. Whether revenues have been realistically anticipated and,

5 b. "Whether the schedule of rates then in effect will produce

6 revenues sufficient to satisfy all obligations to the holders of bonds

7 of the authority. The Local Finance Board shall, in making this
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8 determination, consider the prior history of collection of service

9 charges of the authority and the likelihood of adequate collections of

10 service charges under the existing rate :,chedule or a proposed rate

11 schedule and tLe amounts to be appropriated by the local unit or

12 units.]'~ "the director' shall consider whether' or -llOt:

13 a. All estimate,)' of r'eVC'Jltte an' reasonable, aCC~trate and (o/,-

14 reetly stated;

15 b. Items of appTopTiat-ion aTe properly set f01'tll;

16 c. In itemization, form and conte'nt, the budget will l!cl'mit [he

17 exenise of the comptroller function within the author-ity;

18 d. The schedule of rates, fees and char'ges then in effec:i will

19 produce sufficient revenues, togethe1' with all other anticiJ!ated

20 revenue", to satisfy all obligations to the holder'" of bOlld!'! of the

21 autho-r-ity, to meet operati-ng eXl)ense", capital O1dlays, de6t servicc

22 requirements, and to pr'ovide for "uch 'reserves, all as rnay he rc­

23 quired by law, regulation 01' term" of contracts and agreements.

24 The directO'!' may requiTe such documeutation, 'records and other'

25 informatio'it, and undertake any audit 01' 'iuvestigatiou, a" he may

26 deem necessa'ty in connection with his 1'eview.

27 If the directo',' find" that all Tequirement" of lww and the niles

28 and regulations of the Local Finance Board have been met, he shall

29 appr'ove the budget; otherwise he shall refuse to appr'oveit. The

30 director, in Tefu,'ring to apl!l'ove the budget, shall not ,,,ub,,titute his

31 discret'ion with respect to the amount of a'n appropTiation when that

32 amount is not made mandator'y by law or' regulation.

33 Any decis-ion of the diTectoT in the course of budget rev~ew under

34 this section may be appealed to the Local Finance BoaTd in the

35 manner generally pr'ovided by law.*

1 13. The Local Finance Board shall have the power, in the case of

2 a financing agreement between an authority and a local unit or units,

3 to enforce; by appropriate order, the terms and provisions thereof

4 with respect to the funding of a deficit, whether in existence or

5 anticipated. If the Local ~-'inance Board has reason to believe that

6 an authority is faced with financial difficulty, it shall have the power

7 to order an increase in rents, rates, fees or other charges of the

8 authority, and this order shall be valid and enforceable notwith­

9 standing any provisions to the contrary in R S. 48 :2-1 et seq.,

10 except that the Local Finance Board, before issuing this order,

11 shall first hold a hearing consistent with section 19 of this act. The

12 Local Finance Board also shall have authority to provide that a

13 requirement that a local unit or units pay a deficit under a financing

14 agreement be funded as provided in section 15 of this act and this

15 order shall be deemed conclusive and final and upon receipt of this
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16 order all persons shall be estopped from contesting the order or the

17 provisions thereof and the authority or local unit or units affected

18 thereby shall promptly take the action necessary to comply with this

19 order.

1 14. To the extent not otherwise provided foJ' iu this act, or by

2 any other provision of law, an authority is authorized and shall

3 have the power to issue obligations to be designated "Authority

4 ';i'[EmergeIlCY]* "'TentZJomt'y F7tnding* Notes" iu an amount not

5 exceeding the realized defIcit in revenues for the precedillg fIscal

G year and an estimated defIcit ill revenues for the curreut fIscal

7 year*[, and]'" "'. The notes'" may be renewed from time to time.

S All such notes and the renewals thereof, shall mature not later than

!) the close of the succeeding fiscal year and shall be payable in the

10 fiscal year. Payment shall, however, be subordinate to the payment

11 of principal and interest on, or sinking fund payments with respect

12 to, bonds or other obligations (other than "Authority *[Emer­

13 gency]" "''Ternpora'ry Funding" Notes") of the authority.

14 The proceeds of the sale of "Authority "[Emergency]'" "'Tem­

15 pom1'y Funding'" !'Jotes" shall be deposited in the fund or funds

16 in which a deficimlCy exists or is expected to exist as set forth ill the

17 resolution under which the uotes are issued.

18 '"An authm'ity shall notify the Local Finance Board in writing of

19 dsintention to issue "Authority Temporary F7mding Notes" pur­

20 suant to this section, including therein a statement of the deficit

21 which the proceeds of the notes are intended to fund, and a state­

22 ment of the manner in which the authority plans to either retire 01'

23 refhwillce the notes on or before the close of the succeeding fiscal

24 year. The not'ification shall be made at least 30 days prior to

25 issuance, or with,in such lesse?' tirne period as the Local Pinance

26 Boa1'd shall permit.~'

1 15. If the issuance of "Authority "[Emergeucyl~ ~:'l'empomry

2 Funding" Notes" is uot permitted by the terms of a security agree­

3 meJlt *[than]'~:~, thenf-' the local UJlit or units, if obligated to mako

4 payments 011 account of a deficiency in revenues under the terms of

;) a financing agreelllellt, may issue emergency notes ,x'pursuant to the

6 provisions of sections 40.11 :4-46 th1'ough 40.11 :4-.50 of the New

7 Jersey Statutes'" to fuud this payment or portions thereof. These

8 obligatiolls shall be desigllated "Authority Deficit Fuuding Notes"

9 and shall he wmeral obligations of the issuer. Each note shall be

10 authorized by resolution of the governing body and may be renewed

11 frOUl time to time. All notes and the renewals thereof shall mature

12 not later than the last day of the fiscal year next succeeding the

13 fiscal year in which these notes were issued and the emergency

14 appropriation authorized.

i
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15 •A local unit shall notify the Local Finance Board in writing of

16 its intention to issue"Authority Deficit F~mding Notes" pursuant

17 to this section at least 30 days p~'ior to the issuance, or w'ithin such

18 lesser time period as the Local Finance Board shall permit, includ­

10 il1g therein, a statement of the deficit which the proceeds of the

20 notes are intended to fWlld, and a statement of the manner in which

21 the local unit plans to either r'etire or refinance the notes on or

22 before the close of the succeeding fiscal year.·

1 16. *[Every]* *Notwithstanding the provisions of N. J. S.

2 40A :5-1 et seq., each'" authority shall cause an annual audit of its

2 accounts to be made, and for this purpose it shall ·contract with the

3 Division of Local Government Services 01'''' employ a registered

3A municipal accountant of New Jersey or a certified public accountant

4 of New Jersey. The audit shall be completed and filed with the

5 authority within 4 months after the close of the fiscal year of the

6 authority and a certified duplicate copy thereof shall be filed with

7 ·the governing body of each local unit having created the author'ity

8 and with· the director within five days after the original report is

!) filed with the authority. "'The Local Finance Board shall by rule 01"

10 r'egulation prescribe the accounting principles and policies, auditing

11 procedures, and financial reporting practices applicable to au­

12 thMities and authority audits conducted pursuant to this section.

13 The rules and regulations may include or be similar to any pro­

14 visions of the "Local Fiscal Affairs Law" N. J. S. 40A:5-1 et seq.

15 which the Local Finance Board shall deem to be practicable or

16 necessary.*

1 17. A synopsis of "'[all audits, together with the recommendations

2 made by the registered municipal accountant or certified municipal

3 accountant, shall be prepared and published by the secretary of

4 the authority at least once in a newspaper circulating within the

5 district of the authority.]* ·the annual audit shall be prepared by

6 the chairman of the authority and published at least once in a neW8­

7 paper circulating in the district of the authMity. A copy of the

8 synopsis shall be filed with the director within 10 days after publica-

9 tion.·

1 18. ·[If the secretary fails to have the publication made within

2 30 days after receipt of the report of audit and recommendations,

3 he shall be subject to a fine of $10.00 payable to the authority for

4 each day after the expiration of the 30 days that the publication

5 fails to appear.]* ·The govern'ing body of each authority shall,

6 within 45 days of ~'eceipt of the anmtal audit, certify by resolution

7 to the Local Finance Board that each member thereot has person­

S ally reviewed the annual audit report, and specifically the sections
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9 of the audit reZJortciititled General Comntcnis. aild Recommenda··

10 tions, and has evidenced same by gTOUp affidavit in the form prr­

11 sC1'ibed by the Local Finance Board. Failure to cmnply with this

12 provision may subject the members of the a1dhM'ity to the penalty

13 p1'ovisions of section 52 of P. L. 1947, c. 151 (C. 52:27BB-52).*

1 19. If at any time, as a result of exercising his responsibilities

2 under this act, the director has reason to believe that an authority

3 is faced with financial difficulty, the director shall summon appro­

4 priate officials of the authority and the local unit or units or

5 either of the aforesaid to a hearing before the Local Finance

6 Board. The Local Finance Board may require the production of

7 papers, documents, witnesses or information and may make or

8 cause to be made an audit or investigation of the circumstances

9 with respect to which the hearing was called.

1 20. If the Local Finance Board l1etermines that financial diffi­

2 culties exist which (1) jeopardize the payment of operating ex­

3 penses and debt service on obligations of the authority or either

4 of the aforesaid; or place an undue financial burden on the in­

5 habitants of the local unit or units or the users of the system or

6 .facilities of an authority; and (2) that these difficulties are likely

7 to reoccur and the continuance of which wil~ impair the credit of

8 the authority and local unit or units or either of the aforesaid to

9 the detriment of the inhabitants thereof; and (3) no financial plan

10 designed to prevent a reoccurrence of these conditions and which

11 is deemed to be practicable and feasible by the director has been

12 undertaken by the authority or the local unit or units, the Local

13 Finance Board shall order the implementation of a financial plan

14 which will assure the payment of debt service on obligations of

15 the authority, or provide relief from undue financial burden. The

16 order shall be deemed conclusive and final and upon receipt of the

17 order all persons shall be estopped from contesting the order or

18 the provisions thereof and the authority or local unit or units

19 affected thereby shall take the action to comply with the order.

1 21. The governing body of a local unit or the governing bodies

2 of the respective local units constituting an authority shall have

3 the power and are authorized by ordinance *[in the case of munici­

4 palities and resolution in the case of counties]* *01' resolutions, as

5 appropriate*, to dissolve the authority, except that *[an action to

6 dissolve an authority shall make]'" "'the ordinance or resolution, as

7 the case ma,y be, shall be approved by the Local Finance Board prior

8 to adoption. The Local Finance Board shall approve the dissolution

9· if it finds that the' ordinance or resolution makes"'· adequate pro-

10 visiol'lin accoi'dance with a security agreement Or otherwise for the

l'



11

11 payment of all creditors or obligees of the authority *'alld that

12 adequate lJrOv'isionis made for the ass~l'lnpt'ion of those service;-;

13 provided by the auth01-ity which a1'e necessary for the health, safety

14 and welfare of the recipients of those services.'" The ordinance or

15 resolution shall be introduced and adopted in the marmer provided

16 by law anclshall take effect immediately after final adoption and

17 shall not be subject to referendum.'" A copy of the ordinai/ce or

18 resolution as adopted shall be filed immediately with the Loca7

19 Finance Board and with the S ecreta1'y of State. * In the event tllu t

20 an authority has obligatiom; outstanding at the time of the taking

21 effect of the ordinance or resolutioll authorizing the dissolution

22 thereof, the local unit or units constituting the authority are uu­

23 thorized to issue obligations in furtherallce of the dissolution and

24 the obligations shall have a period of usefulness not exceeding "10

25 years from the date thereof. The bonds shall be authoriz(~d by a

26 bond ordinance to be iutroduced and adopted ill accordance with the

27 provisions of the Local *[Board]'" '"Bond~' Law *(N. J. 8. 40A :2-1

28 et seq.);* except for the provisions of sections *[40A :2-6,]*

29 4OA:2-11, 40A:2-26, 40A:2-27 and 40A:2-31 of the New Jersey

30 ,Statutes*,* and except that the bond ordinance shall take effect im­

31 mediately after final adoption a~ld shall not be subject to referen­

32 dum. *1'he bonds may be deducted from the gross debt of the local

33 unit by action of the Local Finance Board in accordance with s~lb­

34 section d. of N. J. S. 40A :2-7.* Bonds issued for this purpose shall

35 be sold under the direction and supervision of the Local Finance

36 Board and may be sold at either public or private sale as the board

37 shall prescribe.

38 rrhe Local Finance Board may order the dissolution of a local

39 authority if, after holding a hearing consistel1t with section 19 of

40 this act, it determines that*, due to financial difficulties or mis­

41 managerne'nt,* the dissolution of an authority will be in the public

42 interest and will serve the health, welfare, or convenience of the

43 inhabitants of the local uIlit or units, and the dissolution will

44 achieve a more efficient means for providing and financing local

45 public facilities, except that an order dissolving au authority shall

46 *[make] * "'assure'" adequate provision ill accordance with a

47 security agreement or otherwise for all creditors or obligees of the

48 authority. ·Any order so adopted by the Local Finance Board to

49 provide for the dissolution of an authority shall take effect only

50 upon its app1'oval by the Commissioner of the Department of Com­

51 munity Affairs, the State T'reasurer and the Attorney Geneml.

52 Upon approval,the order shall be immediately tmnsmitted to the

53 : 'authority ,. to the clerk of'the governing body of the local unit or

54 units, and to the Secretary of State.*
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1 22. The language and terms of this act shall be construed liber­

2 ally to effectuate the legislative intent and be complete and inde­

3 pendent authority for the performanee of each and every act and

4 thing herein authorized.

1 23. If a section, subsection, clause or provIsIOn of this act

2 shall be adjudged unconstitutional or to be ineffective in whole or

3 in part, to the extent that it is not adjudged unconstitutional or

4 is not ineffective it shall be valid and effective and no other section,

5 subsection, clause or provision of this act shaH on account thereof

6 be deemed invalid or ineffective, and the inapplicability or in­

7 validity of a section, subsection, clause or provision of this act

8 in one or more instances or under one or more circumstances shall

!) not be taken to affect or prejudice in any way its applicability or

10 ,Talidity in any other instance or under any other circumstanee.

1 24. ·[No local unit, without the prior approval of the Local Fi­

2 llance Board, lllay agree to lease a facility from or pay any other

:~ charge or fee for the use of the facility to a corporation or other

4 private elltity which constructs or develops all or a substantial por­

r> tion of a facility primarily for the use of one or more local units. The

6 Local Finance Board shall not approve this agreement unless

7 it determines that the proposed terms of the agreement are fair,

8 reasonable, and feasible and would not imposp. an undue financial

9 burden on the inhabitants of the local unit or units, or undermine

10 the financial soundness and credit status of thf' local unit or units.

11 A mnnicipality and other contracting party in entering into this

12 agreement shall comply with the provisions of the "Local Public

13 Contracts Law," P. L. 1971, c. 198 (C. 40A:ll-1 et seq.).]* ·Not­

14 withsta1/,ding any other law to the contrary, any authority, i1/

15 anticipation of the issuance of bonds, may borrow money and issue

16 tempomry obligations if the security agreement so provides. A

17 tempomry obligation shall be designated "bond anticipation note"

18 or "project note" and shall contain a recital that it is issued in

19 anticipation of the iss~tance of bonds. The notes may be issued for a

20 period of not exceeding five years, or the period of construction as

21 certified by the consulting engineer plus 12 months, whichever shall

22 be less, and may be renewed from time to time with the approval of

23 the Local Finance Board.·

1 25. If the Local Finance Board has reason to believe that a

2 municipal public utility is faced with financial difficulty, it shall

3 have the power to order an increase in rents, rates, fees or other

4 charges of the utility, and this order shall be valid and enforceable

5 notwithstanding any provisions of the contrary in R. S. 48 :2-1

6 et seq., but the Local Finance Board, before issuing this order;
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7 shall first hold a hearing to which the Director of the Division of

8 Local Government Services shall summon appropriate officials of

9 the municipality. '}'he Local Finance Board may require the produc-

10 tion of papers, documents, witnesses or information and may make

11 or cause to be made an audit or investigation of the circumstances

12 with respect to which the hearing was called.

13 The Loral Financf! Board may *[exempt]* "except* nllmicipal

14 and couuty fundillg for a deficit of a municipal public utility *01'

15 author'ity* from the expenditure limitations of P. L. 1976, c. 68 (C.

16 40A :4-45.1 et seq.).

1 ~~6. a. '1'he Local Finance Board is authorized to adopt, amend

2 and repeal rules and regulations to effectuate the purposes of this

3 act.

4 *b. This act shall not lin~it the powers of the Local Finance Board

5 or the director to regulate the financial affairs of au,thorities in the

b manne'l' authorized by P. L. 1947, c.151 (C. 52:27BB-1 et seq.).·

1 27. The Local ]linance Board, the director, and local units and

2 local authorities shall not act under this act in a manner inconsistent

3 with a security or financing agreement in effect at the time of the

4 action.

1 28. 'l'his act shall take effect *[immediately]· ·90 days following

2 enactment, except that sections 11, 12, 16, 17, and 18 shall apply to

3 the first fiscal year of an authority which commences 180 days

4 following the pr'omulgation by the Local Finance Board of rules

5 and r'egulations to gover'n the adoption and approval of author'ity

6 budgets and the conduct of annual audits by authorities pursuant

7 to those sect,ions·.
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Assembly Bill No. 144 would strengthen the existing system of State

oversight of local financial operations and debt by providing for State

supervision of independent local authority and special tax district

financial operations and debt. Implementation of these reforms will

strengthen the credit standing of municipalities, counties, and inde­

pendent financing authorities, by extending a proven system of financial

regulation to a now largely unregulated area of local debt financing.

The bill assigns financial control responsibilities over local authorities

and special districts to the Local Finance Board and the Director of

Local Government Services in the Department of Community Affairs.

The Local Finance Board would exercise approval power over the

creation of new authorities and special districts. The Local Finance

Board would review, conduct hearings, and issue findings and recom­

mendations on any proposed project financing of an authority or

district, and on any financing agreement between a local government

and an authority or special district. The Local Finance Board would

prescribe minimum audit requirements to be followed by authorities

and special districts in their conduct of their annual audits. The

Director of Local Government Services would review and approve

annual budgets of authorities and special districts.

The bill would apply to all autonomous public bodies credited by

counties or municipalities, which are empowered to issue bonds, to

impose facility or service charges, or to levy taxes in their districts.

This would encompass most autonomous local authorities (sewerage,

water, parking, port, recreation, county improvement, etc.) and special

tax districts (fire districts, garbage districts, street light districts, etc.).

Authorities which are subject to differing State or federal financial

restrictions are exempted, but only to the extent of that difference.

This would exempt, for example, local housing authorities which are

dependent upon federal subsidies and must adhere to federal require-
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ments to qualify for those subsidies. vVith respect to State require­

ments, the Atlantic County Improvement Authority for example, would

be exempt to the exte1lt of the special State restrictions imposed on

its use of luxury tax funds.

The bill enables a local authority to issue "Authority Temporary

Funding Notes" to cover deficits for the current and preceding year.

When bond COnVellal1ts preclude the issuance of such notes, alld a local

unit is contractually obligated to fund deficits of the authority, then

the local unit would be empowered to issue" Authority Deficit Funding

Notes."

The bill provides a mechanism for meeting unsound financial condi­

tions of local authorities. If the Director of the DivisioJl of Local Gov­

ernment Services finds that a local authority is faced with financial

difficulty, he is to COJlVClle a hearing before the Local Finance Board.

If the Local Finance Doanl determines that a serious, continuing

financial difficulty exi:3ts, and that the authority or local unit has not

undertakelJ a remedial plan, tlle Local Finance Board lllay order imple­

mentatioll of a finallCial pIal]. The 11nancial vIall shaH assure the pay­

lllent of debt service 01' provid(~ relief frolll undue financial burdens

on residents of the affeeteJ local UJlit or users of the authority's services

and facilities.

The bill provides two procedures for dissolving an existing local

authority, as long as the dissolution is cOllsistent with outstanding

board COllvenants anJ other contractual obligations. A local unit or

units served by an authority would be empowered with the approval

of the Local Finance Board to dissolve the authority. Also, the Local

Finance Board may order the dissolution of an authority if it deter­

mines that the dissolution is in the public interest because of financial

difficulties or misrnanagement. The order of dissolution would require

the approval of the Commissioner of Community Affairs, the State

Treasurer and the Attorney General.

Assembly Bill No. 144 OCR with Senate committee amendments is

identical to Senate Bill No. 1517 with Senate committee amendments.

AsSEMBLY COMMITTEE AMENDMENTS:

The Assembly committee amended Assemhly Bill No. 144 by adding

the requirement that the Local Finance Board hold a public hearing­

prior to approving- an authority's proposed projeet financing. The

amendments provide more specific direction and minimum requirements

regarding the authority's anuual budget submission and execution and

approval by the director.

While the bill authorizes authorities to issue Temporary Funding

Notes whose purpose is to meet required deficits, the committee amend-
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ments require notification to the Local Finance Board prior to ISSUlllg

such notes.

Regarding audits, the committee amendments call for minimum

audit requirE'Wel1ts regarding accounting principles, auditing procc(lures

and fianance reportiiig' practices, as prescribed 1)~' tllP Local Finance

Board. Additionally, the members of the anthoritY'f! goveming body

are to certify in writing to the Local Finance Board that each member

has personally revie,\'f'c1 the audit and, in particular, any recommenda­

tions contained ill the audit.

Regardint~ the dissolntioll of an authority, the committee inserted

tJtp r~'cinir(,i11P!d that n11~' lorn.] ordinance or resolution to dissolve all

authority lllUst be a)llJroved by the Local Finance Board lJrior to that

ordinance or resolution's adoption. The (lissolution of an authority

ordered 11)' tllf) Local Fil,allce Board must also he approved by the

Commissioller of ill(: Departme"t of Comnm11ity Affairs, the State

rj'reasul'el', aJid the Attorney Genera1.

The committee clwnged the effective date of the bill from immed­

iately to 90 days following ellactment and the section reg'ardillg' budgets

alId audits arc to apply to the fiscal year of an authority which COlll­

mences 1S0 days following promulgation of rules and r('.gulatiom, re­

garding' sllbmissi011 of lmdgets alld audits.

SENATE COlVIl\HTTEE AIIJENDlVlENTS:

Besides amending Assembly Bill No. 144 in numerous respects to

conform its Iangauge with that of SeJJate Bill No. 1517, the Senate

committee made several substantive amendments which now appear in

both hills:

1. r('he Local Fina nee Board is required to approve or disapprove

the creation of an authority or special district with 60 days of appli­

cation;

2. The Director of Local Government Services is required to reVIew

and approve or disapprove authorit~r and special district hudgets within

45 days of suhmission ;

3. The provisions for State review of proposed project financing are

changed from an approval procedure, to a procedure for hearing and

findings and reeommendatiom.;. rrhp SellRte (,ol!lTllittee recoguized the

need for an impartial agency to n~view authority project financing

proposals am] to re}lresent the puhlic interest in the deliberations which

lead up to hond Rales. rrhe Local Finance Board has an additional

public interest in assuring that local governments do not overcommit

themselves in financing agreeme.nts with local authorities. There is,

however, a substantial public interest ill pel'lllittin!!; authorities to ex­

pedite a bond sale to fake advantage of sudden improvements in the

bond market. The public interest is sufficiently served if the Local



4

Finance Board is empowered to review, conduct a hearing and issue

its findings and recommendations on a proposed project financing. The

Senate committee expects that if the Local Finance Board's objections

are substantial, it will be very difficult for an authority to proceed with

a bond sale. In addition, the authority mebers are required to certify

in writing to the Local Finance Board that each member has personally

read the findings and recommendations. The Senate committee notes

that if this mechanism does not prove effective in discouraging unsound

project financing, the Legislature can impose State approval require­

ments at some later time.
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By Assemblymen DOYLE, KAROHER and VAN WAGNER

AN ACT "[concerning the Regulation of LocRI Authorities by the

Local Finance Board]'~ """["'providing lor the regulation uJ.! the

State of the fiscal affairs of local authorities"'.]'" Uto provide

for State controls over the cr'eation and financial affairs ollocal

authorities of this State, assigning necessary powers and

responsibilities with respect thereto,. and supplementing Title

4-0A of the New JeTsey Statutes."""

1 BE IT ENACTED by the Senate and General Assembly of the State

2 of New Jersey:

1 1. This act shall be known and may be cited as the "Local

2 ·[Public Facility]· *Authorities'" Fiscal Control Law."

1 2. The Legislature declares it to be in the public interest U[al1d

2 to be the policy of the State to maintain, support, foster, and pro­

3 mote the financial stability of local authorities in the State and

3A municipalities served by local authorities, State approval of

4 project financing of local authorities, and State supervision of

5 financial operations of local authorities in order to assure their

6 finaucial stability and integrity]" **of the citize'ns of this State to

6A maintain, support, foste1', and promote the financial integrity and

6B stabil'ity of local atdhorities in the State and of counties and

6e municipalities served by these local authorities, by providing for

6n State review of p'rojectfinancing of local authorities a,nd for State

6E supervision over the financial operations of local authorities"".

7 The Legislature declares that it is the purpose and object of

8 this act to implement this policy by providing that the creation

9 of a local authority be subject to Local Finance Board approval,
EXPLANATION-Matter enclosed in bold-faced brackets [thus] in the above bill

is not enacted and is intended to be omitted in the law.
Matter printed in italics thus is new matter.

Matter enclosed in asterisks or slars has been adopted as follows:
~-As8embly committee amendments adopted May 5, 1983.

""--Senate committee amendments adopted June 30, 1983.
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10 that project financing of a local authority be submitted to the Local

11 FinancE' Board fo]' ~'*[apllroval]** uhea?"ing and rcvieu'u, that

12 mmual budgets of a local authorit~, b~ suhmitted b ~}lP "'[Local

13 Finance Board]" "'Divis'ion of Loca! Governmp,nt 8e'rvices' in the

14 Depa?'t1nent of C01n111,1mity Affairs'" for approval, that financial

15 reports Le prepared and. suhmitted by a local authority to the

16 "'[Local Finance Board]* '~di?:isi()n;:' ill the form and at thE' huw or

17 times as shall be prescribed by rule or regulation "'[prescribed hy]*

18 *of'" the Local Fi~:~mce Board *or of the Dircrtor of the Di1J'ision

Hl of Loca! Govermnr.!'t Services'" **[, and that]** u, In addition,«''''

20 thp Loral Finance BM.rd may take remedial action to address an

21 en'crp']~cy situation with resp0 ct to the financial condition and

22 operation of a local authority or to respond to an undue fil13ncial

2~ hurden imposed hy a local anthority on residents of the State, ir.­

24 eluding the power to order the dissolution of a local anthority if it is

25 in th~ IHlhlic interest.

3. As used in this act*"'[, unless a different meamng clearl.'-'

~ appears from the context]*'" :

3 a." Authority" means a "'[local puhHe hor}y or political sub­

4 division, other than a school district subject to the supervision of

5 the New Jersey Department of lDducation, created by a munici­

6 pality, municipalities, county, or counties, under the provisions of

7 any law heretofore or hereafter adopted which law authorized the

8 authority to develop and finance public improvements or a body

9 created by the State Legislature which is not statutorily allocated

10 to a State cabinet department; and further provided that the term

11 "authority" as used herein shan not include a bi-State govern­

12 mental entity.]'" "'body, public and corporate, created by one or

12A more mu,nicipalities or counties purS~tant to any law O1dhorizing

12B that creation, which law provides that the public body so created

120 has at least the following powers:

12D (1) To adopt and use a corporate seal;

12E (2) To sue and be sued;

12F (3) To acquire and hold real or pen,onal property for its pur-

12G poses; a;nd

12H (4) To provide for and secure the payment of its bonds or other

j 2r obligations, or to provide for the assessment of a tax on real

12J property within its district, or to impose charges for the nsc of its

12K facilities, or any combination thereof;

12L but shall not inclnde any pnblic body fo-rwhich federal or State

12M fiscal controls differing from those imposed by this act, have been

12N explicitly established by law, but only to the extent of that dif­

120 ference. '"
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13 b. "Director" means the Director of the Division of Local Gov­

14 ernment Services in the Department of "'''mmunity Affairs.

15 c. "Financing agreement" rrieans' an agreem:ent of a local unit

16 or units intended to provide security for an i~sue of obligations

17 of an authority, inclnding**, Imt not limited to, '. a eontmet pt'O­

18 vidillg for payments by a local unit or units with respect to use,

19 services or provision of a project. facility or public improvement

20 of an authority or p:;:,yments for debt service **[therefore]**

20A "'*thcrefor**.

d. "Local Finance :Board" means the Local Finance Board in

the Division of Local Govcl'llment Services in the Department of

Community Affairs.

e. "Local unit or units" THeans a com:ty or municipality which

created or joined in the cre:;:,tion of an authorlt~T**.u or which

proposes to create Ol' join in the cT~latioJl then~of**,** or which

proposeR to enter into a financing agreement with an authority.

f. "Project financing" means the [lnancing by an authority of

a facility for the bcnefit of the inhabit~nts of a local unit or units

and includes payment for the dCEigu and plan for the facility.

g. "Security agreement" means a bond resolution of an au­

thority*'~,** or a truRt indenture to be executpd by an aut.hority**/'~

or other similar pyoceeding or document.

4. **[UpOll]'U **On and after** the effective date of this act,

no aut.hority *[othPr than an authority creatpd by an act or the

Legislaturp]* shal1 be created ~'7)y any local unit or' units'~ without

the prior approval of thp Local Finance Board. Prior to the

introduction of a11 ordinance or tlJe adoption of a 1'0so1uholl to

create an authority, the local unit or units proposipg this creation

shall wah application to the Local Finance Board for its appro\'a1.

rrhe application shall contain: **[(a) a copy of the proposed

ordinance or resolution creating the authority; (b) a statement,

ill brief and general terms of the project or projects to be UNler­

taken, the estimated cost thereof including the mannpr of the

fi11ancing thereof, and the area to be served thereby: (c) a proposed

budgpt for the first year of authority operations. including a

tahle of organization. personnel requirements, the level of staff

required for supervision of the operation of the authority and

the proposed source or sources of the authority's funding'; and

(d) a statement, in the form prescribed by the Local Finance Board,

indicating that the local unit or units have considered *[alternate]'"

*alternative* means of undertaking the proposed project or proj­

ects and the financing thereof and '~[determining]* *have deter­

mined'" that the creation of an authority is the most efficient and
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21 feasible meanR of providing and financing such project or prOJ­

22 ects.] *"
23 """a. .A copy of the proposed ordinance orresoluti,on c1'eating the

24 author'ity;

25 b..A statement, In brief and general terms, of the lJ10ject or

26 projects to be undertaken, the estimated 'P'f'oject cost, the rnanner

27 of project jinatlc1:ng, and the area to be served by the pr'oject;

28 c. .A proposed b'udget for the first year of authority operations,

29 including a table of organization, personnel requirements, the level

30 of staff' 'req1tired for super'vision of the operation of the anthority

31 and the pr'oposed S01trCe or sources ot the authordy's /undiny; and,

32 d..A i'itatentent,in the form prescribed by the Local Pinance

33 Board, indicating that the loca'z unit or units ha1Je considered

34 alternative means of undertaking and financing the proposed p1'oj­

35 eet or projects and have determined that the creation of an au­

36 th01"ity is the most efficient and feasible mean."" of providing and

37 financing the project or projects. U

38 The Local Finance Board may consider estimates, computations

39 or calculations made in connection with all application, ma.y require

40 the production of papers, doenmellts, witnesses 01' information,

41 may make or cause to be made an audit or investigationu,u and

42 may take any "other' app'ropriate*"" action 'U[which it may deter­

43 mine advisable in connection with]** unecessar'y to"t* its con­

44 sideration of whether ""or not'" **[it should ('oi1sent]u 10

45 '" 'appro've u the creation of an authority.

1. 5. rChe Local Finance Board shall", within 6'0 days of its receipt

2 0/ atl appMcat'ion lmrsuant to section 4 of this act, H approve ill

3 writing the creation of the proposed authority """[if it determines

4 that the authority to be created]U u, if it shall determine that the

5 c'reation of the proposed authorityu is '~[in the public illterest and

6 \vill serve the health, v,Telfare, or conveJlience of the inhabitants of

7 the local unit or units and the creation of an authority is]"" an

8 efficient and feasible means of providing and financing this project

9 or projects"', given the needs of, and the financial burdens to be

10 placed upon, the inhabitants of the local unit or units"'.

11 IUlf the application is not disapproved within 60 days of its sub­

12 mission to the Local Finance Board, it shall be deemed to be

13 approved, a.nd the local unit OT units may proceed to adopt the pro­

14 posed ordinance or resolution. If the Local Finance Board shall not

15 approve the creation of the authority, ,it shall specify ,in writing the

16 reason 01' reasons therefor, and shall file its statement with the

1.7 clerk O'r clerks of the local unit or units. .A local 'Unit shall not adopt

18 any ordinance or resolution which is disapproved by the Local



HJ F'imanre Board within {he {iO days, 1m! may 1 (SU!'.';!!; :h, apliliru!iOJ!

20 to the hoard 1"ithqu11 rhanges as I'llI' loml u,!i,' r/iili:: OlJp,'op;'iufc,

21 and the rC1JlcLV and appf(1)al of thr {(·su,bmiUed apIJiicaJio?! shall

22 be sul!,ject to the !'imitations set forth ab01h.~"~

1 'H'[6. If the Lora 1FiJia!lcl:~ Roard shan :10t "'[ma:;c tLu d,'f"")iiin:\·

2 tions required by the preeeding para~:~T(\pl:] "'U1JprOVe the crea­

2A tion of the authority*, it shall Rpecify in \\'riting the reason or

3 reasons therefore and shall file RHlr)(' with tlle derk or clerks

4 of the local unit or units. Not less than S;) days fro:n the receipt

,) thereof, the local unit or units may snbnit :l. reyised application

(j

1

for consideration amI u.pl'ronl1 of the ]~ocal Fina~1c(; Rna1'(l.l"~

**['7 ]** "*6' ",.* '-".1.,/'(\>. !n '1'·" •.••1°1)1.;01 1 of' '.' "('C'll,,!'t·\· "'"''n'01''O''' 1.,-• • ( ~- ',,1 t J.'L- dJ'-l. . _~ 'I U'.J ,,-1 1 'J <:-~~.,.\-=-,_ ll< ,ll",

an authority~''',*;' or an ordinance or resolution of' n local unit or

:~ units authorizing L, [iJlUllCllg agl'eeme1l1, tLepl'oy:os(,d prcjeet

4 fhlallcing shall l)e sulJlllitted to the Local Finance Board 1'oJ' its

G review **[and approval]**. rrhe Local ]i'inanc~~ Board shall, in

6 the course of its revie\\' *'~[alld approvalT'*, give consideration to:

7 **[(a) the J,aturc, puq)o:se, and scope of the proposed project

8 financing; (1)) the engineering and feasibility studies pTepaJ'f~d in

9 connection therewith; (c) the terms and provisiolls of the I!l'Oposed

10 financing agreements, security agreements and, in the instance oj' a

11 negotiated ofIering, UJe lHoposed or lllaximum terms awl conditions

12 of sale; (d) the proposed or maximum schedule of debt service pay­

13 nWIlts requin;d alld the impact thereof on the budget Hlld financial

14 condition of the authority and of the local un it or nT,its: (e) the

15 estimate of the ammal cost of operating' and maintaining' the proj­

1G ect as set forth in the engineering report of feasibility studi(es; and

17 (f) the initial rate, rent, fee, or charge schedule or structure pro­

18 posed by the authority or other proposed method of raisillg the

19 amounts required to finance the operatiolls of the authority (inelud­

20 ing the payment of d(~lJt servi~ll OIl its obligations)]'*"

21 **a. The Jwt1,we, lJufpose, and scope of the pr'oposed jJroject

22 financing;

23 b. The eng'ineering and feasib'itity stndie,~ pTepan~d in connection

24 therewith;

25 c. The terms a11d promswns of the proposed financing ag'ree­

26 ments, secu'rity ag'reenwnts and, in the instance of a negotiatccl

27 of!ering, the proposed or nwxirn1tm terms and conditions of sale;

28 d. The P'i'oposed or inax,inlum 8chedttle of debt SC'i 1!ice payments

2D required, and the impact thereof on the budget and financial condi­

30 hon of the autho'rity and of the local unit;

31 e. The estimate of the an1t1wl cost of operatil/g andmaiutaining
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;~2 the project as set forth In the fnpl/Y1cenng 'report or feasibility

;:1ij stu.dip:s; and

:34 f. The initial rate, relit, fec, or rha1'W' sched1,de pro])osfd by the

35 authority, o!' allY o(heT proposed method of mising the amounts

:3G 1eljlli'r('{Z to ,f.'nance thr 0lJcratio/is ai/d payments of debt sen'ice on

J7 thl' olJliqatioi/s of the a1lthority':";'.

38 The J--,oea1 FillUIJC'(' Hoard may pxamille the estimates, computa­

;:m tioEs or calculations llla(lc ill cO]lJ1ectioJl with 'X<*[this]'i>ll **the~''''

40 submission, may !'cquirp the production of papers, documents,

41 \yitllPRses or illi'orl1laiioil, lllay **[take]** umake u or cause to

42 lie made an audit or investi!~atio" and ma~' take ally other aetioll

'~;i whic11 it 111ny d(,(>111 *[advisahlc' ill COilnectioll v,ith t]1;8)"';

44 'x',, lIeces.,;'a1Y to its ','('.1iie'w of the*'*' SUhlllissioll.

1 *"[8.]"* ,u7.*" l'he Local Finance Board 8hall*, H[1l1Wn the

2 cmnpletion o/its ;'cvieu;]'H''''withi'n 31 days of its YeCel:pt of the

J pro})osed lJTojcd jinm/(;illg,a, hold a hearing at which any UI­

4 terested party may furnish addUional information regarding the

;) p;'oposal. *'X[Aftet]":'" "''''lVithin 10 days after U tlw hearing, the

() noa'rd shall'~ ~';'[apJ)J'o\'e]H' ;:'*is8'Ue its findings o'il*'~ the propospd

7 financing '~"[if it determim:s with tIle respect to the 11roposal]U

~ **incl-udi1'lg the'reil! its findings as to whether'~'*: (a) **[that]*'"

!l the project cost has been "'[accurately]'" ddernlined *by 'reasonable

10 and accepted nrctliods"; (1)) '~*[that]** the method proposed for

11 the funding of tllP project cost, proposed or maximum terms and

12 TJrovisions of the financing and of a proposed financing agrrcmellt

13 are *[fair, reasonable aJl(} feasihle]'~ *not l1rweasonablpJlo,/, hn­

14 practicable,"" and would not impose an undue *and u.nneeessa'l'Y*

15 fillUncial hurden 011 tlle inhabitants of the local unit or miits, which

I() have cTeated or have joined in th<, creation of the authority 01'

17 which may enter into a flnancing agreement with the authority, or

18 would not materially impair the ability of the local unit or units or

19 the authority to pay promptly the principal of and interest on the

20 outstanding indebtedness thereof or to provide essential public

21 services to the inhabitants thereof; and (c) in the case of a

22 I)(~gotiated offering, 'U[that]** the proposed or maximum terms

23 and conditions of sale are, in light of current market conditions for

24 obligations of similar quality, "'[fair and] * reasonable. 'I'he

25 H'[approval]** *"fillding:"'*'~ shall he ill writing and shall he filed

26 with the clerk or clerks of the local unit or units and with the

27 secretar~T of the authority.

28 """'The times set forth -in this section may be extended by mutual

2~) aqreement of the a-nthority and the Local Finance Board.

30 The gO'lJerning body of the authority shall, within 15 days of
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:31 receipt rd the T/ocal Finance Boa'rd"s fil/dings alld rec()/!Il,'/I'nr!atici/ls

32 01/ the proposed project financing, certify by rrsol1dioil In flit' [,01'0,1

:33 Finance Board that euch tlu~'mber thereof has perso'lially rel'if'1/.'ed

:i4 Ihr find·ings aud 'l'e(;()ln1IW'IIdat·imu; aild has cl'ideiced same !),If

35 gnJ1,tp affidavit il/ the (onn lJr'eseribed hy the !/()I'a) Fi)/ollce Bllard.

3n Failure to C(mi1Jly with thi,..,. pamgral)h may 8uhjeet the memfJprs of

37 the anthority to the penalty pro'uisiol/s of sectioll 52 of P. L 1,!Jt7,

:-38 (~.151 (C. 52:27BB-52)."*

q

**[9.]''* *"8.'u Tlw Lora] Finance Board may "i'[n'qnirp. :1" a

('ondition of its approval of]U ,ureeomnlcnd ill its ,~lldili.rJS!!'ith

2A 1(O81)('('! IoU a propof;cd project finallci11g':

:1 a. That the deht S01'V:U: reserve fund in an mnount estahlished hy

1 th0 1,oanl h: funden from the prorepds of tlw sale or thc' nnthority'R

!) hono.s;

(; 11. '('hE' i !'ClllTP1'CC of ino.ehteclrJPss and th0 i8f;nal]ep of ohlig-ations

7 11:,' niP, }m a: I1nit or 1111 it;,; to fi'nance a portion of th0 proposed project

8 cost. Except as otherwise provided in this act, these oblig'ations

q shall he alltlwri7,(·d and issued in the manner provirleo. for in Title

10 40 of the Revi:,ed Statutes or Title 40A of the New .Tersey Statutes:

11 r. 'j'hat the local unit or lLlits execute a financing- ag-reement with

12 thp authority; .' "[and]*""

1~ d. That the local unit or units not executp a financin,t': agreement

14: with the anthorit.v, if the Local Financp Board determines that the

1!) ar~f('Pl1l(l.nt would impose al] inappropriate risk on the local unit;

16 e. That an amount not to exceed the outstano.ing principal each

17 ypar for the proposed financing of the authority be included in the

18 net debt of a lQcal unit, under N. J. S. 40A :2-1 et seq., if the local

19 unit executes a financing agreement with the authority;

20 f. In addition to the above, any other conditions that the Local

21 Finance Board considerR appropriate to provide sound financial

22 support for the project finallcillg.

1 **[1 0.] <"x' H"9:lC
,: To the extent 110t otherwise provided for ill rl'itlc

2 40 of tlle Revitwd Statutt's or Title 40A or the New .J ersey Statutes

:i and in order to satisfy the provisioms of section **[9]"* "':'8*" of

4 this act, any loeal unit or unitR *'~[llOW ml~1Jd)er::-; of]"" ;;;""having

5 c"'cated or jo·ined"'"' an authol,jty**,*K' or which may hereafter join,

6 """[fOl'lll or]"~ create u or jo'in in the creation of*" all allthority or

7 Wllich arE' IHH\' or }]f'j'()after under eontract with all alltllOl'it~' ill con­

S 1Jectioll with 1:1 project fillal\cillg~"~/'* are authoriz;ed and shall ha\e

9 the Jlower to incur indebtedness and issue ob1ip;atiOJJOi for allY

10 purpose for which an authority may issue obligatiolls aJ:o. to donate

11 the proceeds of th08t' obligations to an authority to he eX1'E'!lded for

12 the purpose for which the funds were horrowed. Except as otlwr-
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13 wise provided itl this net, all obligTl.tions shall he authorized and

14 issued in the marmer provided for in rritle 40 or 'l'itle 40A.

1 '**[11.]** *>010. ""x' *[Every anthority shall, liot IRter than 45 days

2 prior to the commencement of its fiscal year, or, if a local unit or

3 units have entered il1to a fjllallciw.; agreemellt with all authority,

4 not later than NovemLer 15 of each year, submit a hudgd for the

5 next fiseal year to the Local .F'imllice Board. The budget shall 1)8 in

6 such detail as to items of revenue and expense as shall be required

7 by law or by Jules and regulati011s of the TJocal JiliTJUllCe Board amI

8 sha]] also comply with the terms and provisions of any security

!) agreemej]ts.]* *a. Each a1dhordy shall 81,L1Jrnit a budget for each

10 fiscal year to the director p'i'ior to its adoption thereof. The lmdget

11 shall comply with the term,s and provisions of any spcurity aprcl'­

12 ments, a11d shall be in such form and detail as to items of ycveI'/1U',

13 expenditure and other content as shall be required by law 01- !vlr

14 1''U,les and requlations of the Local Finance Board.

15 b. The Local Finance Board shall pn~sc1'ibe by rul('; or n;gulafioll

16 the procedure for the adoption of b1tdgets by authorities. ,[,lu? ntles

17 a1ld 1'equlations may incl1tde Of' be s'imilar to any provisions of the

18 "Local Budget Lm.u" (N. J. S. 4o.A:4-1 et seq.) which the Loral

19 Finance Board shall deem to be practicable or necesso,'ry, and ml),l/

20 f1trther include any other pr'ovisions and requirements which thr;,

21 Local Pinance Board shall deem appropriate or nccessar'y. *"The

21A rulps andre,q1l1ations shall provide for apP1'oual or disapp1'IJ'lml of a

21u lJUdgei within 45 days of the director's receipt tJw'(eof. **

::2 c. The J,oeal J?1:nance Boa1'd shall also prescribe by rule or 1'(',gu'za­

23 tion the lJ;'ocedurcs and Tcquiremenis (01' execution of any b~[d,r;p.t

24 afte'!' adoption, a,nd for the adrninistration of financiaT affairs of

25 authorities. The rules and regulatio'ns may 'include, withou,t Z,imita­

'16 tion, any provisions of the "Local Budget Lau/' (N. J. S. 40.:1:4-1

27 ct seq.), and the "Local Friscal Affairs Law" (N. J. S. 4oA:5-1 ct

28 s(',q.), which the Local Pinance Boa1'd shall deem to be practicable

29 and necessary. '*

1 "':I12.r* '"'*11.''''' No authority budget shall be finally adopted

2 until the "'[Local ]linaJ!ce Board]* '~dil'eetor* shall have approved

:-1 same. In granting the approval, ~'[the Local :B'inance Board shall

~A consider:

4 a. Whether revenues have been realistically anticipated and,

5 b. Whether the schedule of rates then in effect will produce

6 revenues sufficient to satisfy all obligations to the holders of bonds

7 of the authority. rrhe Local Finance Board shall, in making this

8 determination, consider the prior history of collection of service

9 charges of the authority and the likelihood of adequate collections of
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10 service charges under the existing rate ::>chedule or a. proposed rate

11 schedule and the amounts to be appropriated by the local unit or

12 units.]* 'lithe director shall consider whether or not:

13 a. All estimates of revenue are reasonable, accurate and cor-

14 reetly stated;

15 b. Items of appropriation ai'e prope1'ly set forth;

16 c. In itemization, fo-rm and content, the budget will permit the

17 exercise of the comptroller function within the a1dhority;

18 d. The schedule of rates, fees and charges then in effect will

19 produce sufficient revenues, together with all other anticipated

20 revenues, to satisfy all obligations to the holders of bonds of the

21 authority, to meet operating expenses, capital outlays, debt service

22 requirements, and to provide for such reserves, all as may be re­

23 quired by law, regulation or terms of contracts and agr·ee-ments.

24 The director may require such docurnentation, records and other

25 information, and undertake any audit or investigation, as he may

26 deem necessary in connection with his review.

27 If the director finds that all requirements of law and the r'ules

28 and -regulations of the Local Finance Board have been met, he

29 shall**, within 45 days of his 1'eceipt of the budget,U approve

30 U[the budget]** ""*it U
; otherwise he shall """within that time U

31 refuse to approve it. The director, in refusing to approve the

32 budget, shall not sll.bstitute his discretion with respect to the amount

32A of an appropriation when that amount is not made mandatory by

32B by law or regulation.

33 Any decision of the director in the course of budget review under

34 this section may be appealed to the Local Finance Board in the

35 manner generally provided by law.'*

1 U[13.]*'" *'*12,'u< rrhe Local Finance Board shall have the power,

2 in the case of a financing agreement between an authority and a

3 local unit or units, to enforce, by appropriate order, the terms and

4 provisions thereof with respect to the funding of a deficit, whether

5 in existence or anticipated. If the Local Finance Board has reason

6 to believe that an authority is faced with financial difficulty, it shall

7 have the power to order an increase in rents, rates, fees or other

8 charges of the authority, and this order shall be valid and enforce­

9 able u ,"',* notwithstanding any provisions to the contrary in R. S.

10 48:2-1 et seq.*'*[, except that the]U '*'*. The*'" Local Finance

11 Board, before issuillg this order, shall first hold a hearing con­

12 sistent with section *'*[19]** ulSn of this act. The Local Fillance

13 Board also shall have authority to provide that a requirement that

14 a local unit or units pay a deficit under a financing agreement be

15 funded **[as provided in section 15 of this act and this]**

..~
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Hi ""'through the issuance of authority deficit funding notes as pro­

17 vided'in this act. Any"'* order ""soissuedu shall be deemed COll­

18 elusive and finalu,u and upon receipt of this order all persons

19 shall be estopped from contesting the order or the provisions

20 thereof **[and the]"'''' u. Anyu, authority or local unit or units

21 affected U[thereby]** **by the order" shall promptly take the

22 action necessary to comply with this order.

1 U[14.]** **13!* 'ro the extent Hot otherwise provided for U[in

2 this act, or]""~ by U[any other provision ofT' ''' Jaw, an aut.hority is

3 authorized and shall have the power to issue ohligations to he

4 designated "Authority "'[Emergency]":' *Tempora'ry Funding"

5 Notes" in an amount not exceeding' the realized deficit ill revenues

6 for the preceding fiscal year and an estimated deficit in revenues

7 foI' the current fiscal year*[, and]* *. The notes'" lllay be renewed

8 from time to time. All **[such]U notes and U[the]** H any*'"

9 renewals thereof, shall mature not later than the close of the

9A succeeding fiscal year and shall he payable in U[the]** Uthat U

10 fiscal year. Payment shall, however, he subordinate to the payment

11 of principal and interest 011, 01' sinking fund payments with r.espect

12 to, bonds or other obligatiOlls (other than "Authority *[Emer­

13 gency]'" *TernZJorat'y Funding* Notes") of the authority.

14 The proceeds of the sale of "Authority *[Emergency]'" *Tem­

15 porary Funding'" Notes" shall be deposited in the fund or funds

16 in which a deficiency exists U ,* «< or is expected to exist**,* '" as set

17 forth in the resolution under which the notes are issued.

18 "An authority shall notify the Local Finance Board in writing of

19 its intention to issue"A 'Ldhority Temporary Funding Notes" pur­

20 suant to this section, including therein a statement of the deficit

21 which the proceeds of the notes are intended to fund, and a state­

22 ment of the manner in which the authority plans to either retir'e or

23 refinance the notes on or before the close of the succeeding fiscal

24 year. The notification shall be made at least 30 days prior to

25 issuance, or within such lesser time period as the Local Finance

26 Board shall permit!

1 **[15.]** **14.** If the issuance of "Authority "'[Emergency]'"

2 ~'TemporaTY Fundinq* Notes" is not permitted by the terms of a

3 security agreement *[than]'" *, then'" the local unit or units, if

4 ohligated to rnake payments on account of a deficiency in revenues

5 under the terms of a financing agreement, may issue emergency

() notes f.'1J'Ltrsuant to the provision" of sections 40A:4--46 through

7 .foA :4-50 of the New Jwrsey 8tatutes* to fund this payment or por­

S tions thereof. rJ1}le~e obligations shall be designated "Authority

9 Deficit F'undinp: NoteR" and shaH be general obligations of the
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Issuer. gach note shall be authori~ed by resolution of the governing

body and may be renewed from time to tim{~. All notes and the

renewals thereof shall mature not later than the last day of the

fiscal year next succeedillg' the fiscal year in which these notes ,vere

issued and the emergency appropriation authorized.

• A local unit shall notify the Local Finance Boar"d in writing of

its intention to issue"Authority Deficit FundinlJ Notes" pursuant

to this section at least 30 days prior to the issuance, or within such

lesser time period as the Local Finance Board shaZllJennit, includ­

ing therein a statement of the deficit which the proceeds of the

notes are intended to fund, and a statement of the manner i'JI which

the local unit plans to either retire or refinance the 1/o!es on 01'

before the close of the succeeding fiscal year.~'

"'[16.]** "*15."'* *[Every]* *Notu1ithstmldi'ng the lJrovis'ions of

N. J. 8. 40A:5-1 et seq., each· authority shall cause an annual audit

of its accounts to be made, and for this purpose it shall *contract

with the Division of Local Government Servi,ces 01'* employ a

registered municipal accountant of New J eTsey or a certified public

accountant of New .Jersey. ,]~he audit shall be completed and filed

with the authority within four months after the close of the fiscal

year of the authority U[and a]'" .... AUcertifiecl duplicate copy

thereof shall be filed with ·the governing body of each local unit

having created the authority and with* the director within five day"

after the original report is filed with the authority. "'The Local

Finance Board shall by rule O'r reg1tlation prescr'ibe the accounting

principles and policies, auditing procedures, and financial reporting

practices applicable to authorities and mdhority and is conducted

pursuant to t~is section. The rules and regulations may include or

be similar to any provisions of the "Local Fiscal Affairs Law

N. J. S. 4oA:5-1 et seq. which the Local Finance Board shall deem

to be practicable or necessary.~'

*':"[17.]** "'16. ""x' A synopsis ofX'[all audits, together with the

recommendations made by the registered municipal accountant or

certified municipal accountant, shall he prepared and publi.shed hy

the secretary of the authority at least once in a newspaper circulat­

i.ng within the district of the authority.] * "'the annual audit shall hp,

prepared by the chairman of the authority and published at least

onee in a newspaper circ1datingin the district of the authority. A.

copy of tlip, synopsis shall be filed with the dirf.etor 7rithin 10 days

after publication. '!t<

**[18.]** U17.** *[If the secretary fails to have the publication

made within 30 days after receipt of the report of audit and recom­

mendations, hp shall bp subject to a fme of $10.00 payable to the
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-4 authority for each day after the expiration of the 30 days that the

5 publication fails to appear.]* ":'The govr-;rning body of each au­

6 thority shall, within 45 days of receipt of the annual audit, certify

7 by resol1dion to the Local Finance Board that each member thereof

8 has personally reviewed the annual audit report, and specifically the

9 sections of the audit report entitled General Comments, and Recom-

10 mendations, and has evidenced same by group affidavit in the form

11 prescribed by the Local Finance Board. Failure to comply with this

12 provision may subject the members of the authority to the penalty

13 provisions of sect-ion 52 of P. L. 1947, c. 151 (C. 52:27BB-52).*

1 u[19.T"* """18.** If at any time, as a result of exercising his

2 responsibilities under this act, the director has reason to believe

3 that an authority is faced with financial difflculty, the director shaH

4 summon appropriate ofYicials of the authority and the loeal unit or

5 units or either of the aforesa1d to a hearing before the Local Finance

6 Board. The Local Finance Board may require the production of

7 papers, documents, witnesses or information and may make or

8 cause to be made an audit or investigation of the circumstances

9 with respect to which the hearing was called.

1 """[20.]u **19.'H' If the Local Finance Board determines that

2 financial difficulties exist which (1) jeopardize the payment of

3 operating expenses and debt service on obligations of the authority

4 or either of the aforesaid; or place an undue financial burden on the

5 inhabitants of the local unit or units or the users of the system or

6 facilities of ,an authority; and (2) that these difficulties are likely

7 to reoccur and "[the continuance of which]** **, if they con­

8 ti1'!1te,** will impair the credit of the authority and local unit or

9 units or either of the aforesaid to the detriment of the inhabitants

10 thereof; and (3) no financial plan designed to prevent a reoccur­

11 rence of these conditions and which is deemed to be practicable and

12 feasible by the director has been undertaken by the authority or

13 the local unit or units, the Local Finance Board shall order the

14 implementation of a financial plan which will assure the payment

15 of debt service on obligations of the authority, or provide relief

16 from undue financial burden. rrhe order shall be deemed conclusive

17 and final and upon receipt of the order all persons shall be estopped

18 from contesting the order or the provisions thereof and the au­

19 thority or local unit or units affected thereby shall take the action to

20 comply with the order.

1 "[21. The]""" **20. Notwithstanding the provisions of any other

2 law to the contrary, the U governing body of a local unit *"[01' the

3 governing bodies of the respective local un.its constituting]'B

. 4 "which has establiskedu an authority shall have tlie power and
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5 U[are]U uis u authorized by ordinance uin the case of a l11/U/ni­

6 cipality,** *[in the case of municipalities and resolution in the case

7 of counties]* U[* or 'i'esolutions]** Hand or'dinance or re80lu­

8 tionu , as appropriate*, uin the case of a C01l/nty,** to dissolve the

9 authority, except that *[an action to dissolve an authority shall

10 make]* *the OTd·inatlce or r'esolu.tion, as the case may be, shall lie

11 approved by the Local p·tnance Boa1'd In-ior to adoption. UAny

12 author'ity established by mMC than on(' municipality or connty may

13 be dissolved liY the adoption of parallel ordinances or resolutions,

14 as app'ropriate.** The Local Finance Board shall approve the

15 dissolutioni! it finds that the ol'dinance O'r resolution makes'"

16 adequate provisioLl in accordance with a security agreement or

17 otherwise for the payment of all creditors or obligees of the au­

18 thority *and that adequate provision is made for the assumption of

19 those services provided by the author'ity which are necessary for the

20 health, safety and welfare of the recipients of those services.* The

21 ordinance or resolution shall be introduced and adopted in the

22 manner provided by law **[and]** **,u shall take effect nll­

23 mediately after final adoptionu ,** and shall not be subject to

24 referendum. *A copy of the ordinance or resolution as adopted

25 shall be filed immediately with the Local Finance Board and with

26 the Secretary of State.* Iu the event that an authority has obliga­

27 tions outstanding at the time of the taking effect of the ordinance

28 or resolution **[authorizing the dissolution thereof]** **to dis­

29 solve the author'ity**, the local unit or units U[constituting]*':('

30 'H'dissolving U the authority are authorized to issue obligations ill

31 furtherance of the dissolutioJl**,** and the obligations shall have

32. a period of usefulness not exceeding 40 years from the date

33 **[ther80f]':~* **of issuance u . The bonds shall be authorized by a

34 bond ordinance to be introduced and adopted in accordance with the

35 provisions of the *""uLocal *[Board]* *Bond* Law**"u

36 *(N. J. S. 4oA:2-1 et seq.)**[:*]'H **,** except for the provisions

37 of sections *[40A :2-6,]* 40A :2-11, 40A :2-26, 40A :2-27 and

38 40A :2-31 of the New Jersey Statutes*,* and except that the bond

39 ordinance shall take effect immediately after final adoption and

40 shall not be subject to referendulD. *The bonds may be deducted

41 from the g1'OS8 debt of the local unit by action of the Local Finance

42 Board in acc01"dance with subsection d. of N. J. 8. 4oA:2-7. * Bonds

43 issued for this purpose shall be sold under the direction and super­

44 vision of the Local Finance Board**,** and may be sold at either

45 public or private sale as the board shall prescribe.

46 u N otking contained in this section or in this act shall limit the

47 power's accOTded under any other law to any county or rnun;ic'ipality

48 to dissolve any authority which it kas created 01' of which it has
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49 joined in the creation. 1101' limit any general reor"gani,zation power's

50 accorded unde,'law to allY county or municipality to alter or abolish

51 its agencies, but the [wovisions of this section and this act shall he

52 supplementary to the pOtOe1'S accorded 'ltnder any other law. u

1 'u21. ~,* The Local Finance Board may order the dissolution of a

2 local authority if, after holding a hearing consistent with section

3 B[19]*'" **18** of this act, it determines that·, due to financial

4 difficulties or misrnanagernent: the dissolution of an authority will

5 be in the public interest aud will serve the health, welfare, or con­

6 venience of the inhabitants of the local unit or uuits, and the

7 dissolution will achieve a more efficient means for providing and

8 financing local public facilities, except that an order dissolving an

9 authority shall ""[make]* *assure* adequate provision in accor-

10 dance with a security agreement or otherwise for all creditors or

11 obligees of the authority. "Any order so adopted by the Local

12 Fi'nance Board to provide for the dissolut·ion of an author'ity shall

13 take effect only upon its approval by the Commissioner of the De­

14 partment of Community Affairs, the State Treasu1'er and the

15 Attolney General. Upon approval, the order shall he immediately

16 transmitted to the authority, to the cle?'k of the governing body of

17 the local unit or units, and to the Secretary of State.·

1 22. U[The language and terms of this act shall be construed libel'­

2 ally to effectuate the legislative intent and be complete and inde­

3 pendent authority for the performance of each and every act and

4 thing herein authorized.]"" **Records of mimdes, accounts, bills,

;) voucher'S, contracts or other papen! connected with 01' 1lsed or filed

6 with any au,thority or with any officer or employee acting for or in

7 its behalf are declared to be p'llblic records, and shall be open to

8 p'llblic inspection in accordance 'U)ith P. L. 1963, c. 7// (C. 47:1A-1

9 et seq.) and reg'lllatiolls of the authority. U

1 23. **[If a Stlction, subsection, clause or prOV1SlOll of this act

2 shall be adjudged unconstitutional or to be ineffective in whole or

3 in part, to the extent that it is not adjudged unconstitutional or

4 is not ineffective it shall be valid and effective and no other section,

5 subsection, clause or provision of this act shall on account thereof

6 be deemed invalid or ineffective, and the inapplicability or in­

7 validity of a section, subsection, clause or provision of this act

8 in one or more instances or under one or more circumstances shall

9 not be taken to affect or prejudice in any way its applicability or

10 validity in any other instance or under any other circumstance.]**

11 **Notwithstanding the provisions of any law to the contrary, the

12 State Auditor or h1:s legally authorized ?'epresentative may examine

13 the accounts and books of any au,thority sub,ject to the provisions of

14 this act."



15

1 24. lIo[No local unit, without the prior approval of the Local Fi­

2 nance Board, may agree to lease a facility from or pay any other

3 charge or fee for the use of the facility to a corporation or other

4 private entity which constructs 01' develops all or a substantial por­

5 tiOll of a facility primarily for the use of one or more local uuits. Thu

6 Local Finance Board shall not approve this agreement unless

7 it determines that the proposed terms of the agreement are fair,

8 reasonable, and feasible and would not imposE' an undue financial

9 burden on the inhabitants of the local unit or units, or undermine

10 the financial soundness and credit status of thf' local unit or units.

11 A municipality and other contracting party in entering into this

12 agreement shall comply with the provisions of the "Local Public

1:3 Contracts Law," P. L. UJ71, c. 198 (C. 40A:11-1 et seq.).]* *Not­

] 4- withstanding any other law to the contrw'y, any autho,t'ity,i11

15 anticipation of the iss'uance of bonds, may borrow money and 'ISS'HC

16 temporary obligations if the security agreement so provides. ,j

17 ternpora'f"y obligation 8hall be designated "bond anticipation note"

18 OT "pToject note" and shall contain a r'ecital that 'it is 'lsslled in

19 anticipat'ion of the iS8~tance of bonds. The notes may be iS81ted for a

20 period of not exceed'ing five yeat"8, or the period of constr'Hction as

21 ce'rt'ilied by the cons'Hlting engineeT pl1tS 12 months, whichever' shall

22 be less, and may be renewed from time to time with the approval of

23 the Local Finance Board.'t.

1 25. If the Local Finance Board has reason to believe that a

2 municipal public utility is faced with financial difficulty, it shall

3 have the power to order an increase in rents, rates, fees or other

4 charges of the utility, and this order shall be valid and enforceable

5 notwithstanding any provisions of the contrary in R. S. 48 :2-1

6 ·et seq., but the Local Finance Board, before issuing this order,

7 shall first hold a hearing to which the Director of the Division of

8 Local Government Services shall summon appropriate officials of

9 the municipality. 'rhe Local Finance Board may require the produc-

10 tion of papers, documents, witnesses or information and may make

11 or cause to be made an audit or investigation of the circumstances

12 with respect to which the hearing was called.

13 The Local Finance Board may *[exempt]'" "'except'" municipal

14 and county fundllJg for a deficit of a municipal public utility *', or

15 a'Hthoritylio from the expenditure limitations of P. L. 1976, c. 68 (C.

16 40A :4-45.1 et seq.).

1 26. a. 'ehe Local FinaJ1ce Board is authorized to adopt, amend

2 and repeal rules and regulations to effectuate the purposes of this

3 act.

4 "'b. This act shall not limit the powers of the Local Finance Board
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5 or the dil'ectoT to regulate the financial affairs of autho'rities in the

o manner authorized by P. L. 1947, c. 151 (C. 52:27BB-l et seq.).*'

1 27. The Local J?inance Board, the director, and local units and

2 local authorities shallllot act under this act in a manner inconsistent

3 with a security or finallcillg agreement in effect at the time of the

4 action.

1 28. This act shan tah:e effect ·[immediately]* *90 days following

2 enactment, except that sections H'[ll, 12, 16, 17, and 18]** ul0, 11,

:3 15, 16', and 17*'" shall apply to the first fiscal year of an authority

4 which C01mnences 180 days following the p1'omulgation by the Local

5 Fina·nce Board of nileS' and regulations to govern the adoption and

G appl'ol'al of mlthority budgets and the conduct of annual audits by

7 a.1.dhorities pursuant to those sections'''.



SENATE, No. 1517

STATE OF NEW JERSEY

INTRODUCED JUNE 10, 1982

By Senator LYNCH

Referred to Committee on County and Municipal Government

AN ACT to provide for State controls over the creation and financial

affairs of local authorities of this State, assigning necessary

powers and responsibilities with respect thereto, and suppl(~­

menting Title 40A of the 1\'"ew Jersey Statutes.

1 BE IT ENACTED by the Senate and General Assembly of the State

2 of New Jersey:

1 1. This act shall be known and may be cited as the "Local Au-

2 thorities Fiscal Control Law".

1 2. The Legislature finds it to be in the public interest of the

2 citizens of this State to maintain, support, foster, and promote

3 the financial integrity and stability of local authorities in the State

4 and of counties and municipalities served by these local authori­

G ties, by providing for State approval of project financing of local

6 authorities and for State supcrvision over the financial operations

7 of local authorities.

1 The Legislature declarcs that it is necessary to the successful

2 implementation of that policy that the creation and project financ­

3 ing of local authorities be subject to the approval of an appropriate

4 State agency, and that the State agency be empowered to require

5 the preparation of annual financial reports by local authorities to

6 be approved by that agency. In addition, the appropriate State

7 agency shall be empowered to take remedial action to address any

8 emergency arising with respect to the financial condition and oper­

~) ation of a local authority or to alleviate any undue financial burden

10 imposed by a local authority on residents of the State, including

11 the power to order the dissolution of a local authority where that
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12 action is determined to be in the public interest of the citizens of

13 the State. The Legislature declares that, since the Local Finance

14 Board in the Department of Community Affairs has been charged

15 with the exercise of similar powers and responsibilities with re­

16 spect to the fiscal affairs of the counties and municipalities of the

17 State, that board is the appropriate State agency to exercise the

18 powers and responsibilities required with respect to local authori­

19 ties under this act.

1 3. As used in this act:

2 a. "Authority" means any public body, instrumentality or spe-

3 cial purposes district, other than a school district, created by one

4 or more counties or municipalities, pursuant to the provisions of

5 any law heretofore or hereafter adopted, which is authorized by

6 law to incur indebtedness, or to assess charges, in order to develop

7 and finance public improvements or to provide specified· public

8 services;

9 b." Director" means the Director of the Division of Local Gov-

10 ernment Services in the Department of Community Affairs;

11 c." Financing agreement" means any agreement of a local unit

12 intended to provide security for an issue of obligations of any

13 authority, including, but not limited to, any contract providing for

14 payments by a local unit or units with respect to use, services or

15 provision of any project, facility or public improvement of an

16 authority or payments for debt service therefor;

17 d. "Local Finance Board" means the Local Finance Board in

18 the Division of Local Government Services in the Department of

19 Community Affairs;

20 e. "Local unit" means any county or any municipality which

21 shall create or join in the creation of any authority, or which pro­

22 poses to create or join in the creation thereof, or which proposes

23 to enter into a financing- agreement \\rith an authority;

24 f. "Project financing" means the financing by an authority of

25 the costs of any system, facility or service which the authority is

26 authorized to undertake by law; and,

27 g." Security agreement" shall mean a bond resolution of an

28 authority, or a trust indenture to be executed by an authority, or

29 any other similar proceeding or document.

1 4. On and after the effective date of this act, the creation of

2. any authority, except those created pursuant to a special and

3 express act of the Legislature, shall require the prior approval of

4 the Local Finance Board. Prior to the introduction of any ordi­

;) nance or the adoption of any resolution to create an authority, the

6 local unit or units proposing the creation shall make application
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7 to the Local Finance Board for approval. The application shall

8 contain:

9 a. A copy of the proposed ordinance or resolution creating

10 the authority;

11 b. A statement, in brief and general terms of the project or

12 projects to be undertaken, the estimated project cost, the manner

13 of project financing, and the area to be served by the project;

14 c. A proposed budget for the first year of authority operations,

15 including a table of organization, personnel requirements, the

16 level of staff required for supervision of the operation of the

authority and the proposed source or sources of the authority's

18 funding; and,

UJ d. A statement, in the form prescribed by the Local :V-'inance

20 Board, indicating that the local unit or units have considered

21 altternate means of undertaking and financing the proposed

22 project or projects and have determined that the creation of an

23 authority is the most efficient and feasible means of providing

24 and financing the project or projects.

25 The Local Finance Board may consider any estimates, computa-

26 tions or calculations made in connection with the application, may

27 require the production of any papers, documents, witnesses or in­

28 formation, may make or cause to be made any audit or investiga­

29 tion, and may take any other appropriate action necessary to its

30 consideration of whether or not to approve the creation of an

31 authority.

1 5. The Local :H'inance Board shall, within 60 days of its receipt

2 on an application pursuant to section 4 of this act, approve in

3 writing the creation of the proposed authority, if it shall determine

4 that the creation of the authority is in the public interest and will

5 serve the health, welfare, or convenience of the residents of the

(j local unit or units, and is an efficient and feasible means of pro­

7 viding and financing the proposed project or projects.

8 If the application is not disapproved within 60 days of its sub­

~l mission to the Local Finance Board, it shall be deemed to be ap-

I() proved, and the local unit or units may proceed to adopt the

11 proposed ordinance or resolution. A local unit shall not adopt any

12 ordinance or resolution which is disapproved by the Local Finance

13 Board within the GO days, but may resubmit the application to the

14 board with such changes as the local unit deems appropriate, and

15 the review and approval of the resubmitted application shall be

16 subject to the limitations set forth above.

1 6. Prior to the adoption of a security agreement by any au­

2 thority, or an ordinance or resolution of a local unit authorizing
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. 3 . the financing agreement, the proposed project financing shall be

-l: submitted to the Local Finance Board for its review and approval.

5 The Local Finance Board slJall, in the course of such review and

(3 approval, give 00nsideration to:

7 a. The nature, purpose, and scope of the proposed project

8 financing;

9 b. The engineering and feasibility studies prepared III con-

10 nection therewith;

11 c. The terms and provisions of the proposed financing agree-

12 ments, security agreements and, in the instance of a negotiated

13 offering, the proposed or maximum terms and conditions of sale;

14 d. The proposed or maximum schedule of debt service pay-

1;) ments required, and the impact thereof on the budget and finan-

Hj cial condition of the authority and of the local unit;

17 e. The estimate of the annual cost of operating and maintain-

18 ing the project as set forth in the enf,>i.neering report or feasibility

19 studies; and

20 f. The initial rate, rent, fee, or charge schedule proposed by

21 the authority, or any other proposed method of raising the

22 amounts required to finance the operations and payments of debt

23 service on the obligations of the authority.

24 The Local Finance Board may examine into any estimates, com-

25 putations or calculations made in connection with the submission,

26 may require the production of any papers, documents, witnesses or

~7 information, may take or cause to be made any audit, investigation

2S or any other action which it may deem necessary to its review and

29 approval of the submission.

1 7. The Local Finance Board shall approve a proposal submitted

2 pursuant to section 6 of this act if it determines:

3 a. 'fhat the project cost has been accurately determined;

4 b. That the method proposed for the funding of the project

J cost, proposed or maximum t8rms, and provisions of the financ-

e ing and of any proposed financing agreement are reasonable

j and feasible, and would not impose an undue financial burden

ts on the residents of the local unit, and would not materially im-

~ pair the ability of the local unit or the authority to pay promptly

10 the principal of and interest on the outstanding indebtedness

11 of the authority or to provide essential public services to the

12 residents of the local unit; and,

13 c. In the case of a negotiated offering, that the proposed or

14 maximum terms and conditions of sale are fair and reasonable

15 in light of current market conditions for obligations of similar

16 quality.



5

17 If the proposed project financing is not disapproved within 60

18 days of its submission to the Local Finance Board, it shall be

19 deemed to be approved, and the local unit or authority may proceed

20 to adopt the same. A local unit or authority shall not adopt any

21 security agreement, or authorizing ordinance or resolution, which

22 is disapproved by the Local Finance Board within 60 days, but

23 may resubmit the proposal to the board with such changes as the

24 local unit or authority deems appropriate, and the review and

25 approval of the resubmitted proposal shall be subject to the limita­

26 tions set forth above.

1 8. The Local Finance Board may require, as a condition of its

2 approval of a proposed project financing:

3 a. That the debt service reserve fund in an amount established

4 by the board be funded from the proceeds of the sale of the

;) authority 's bonds;

6 b. That the local unit finance a portion of the proposed project

7 cost through the incurrence of indebtedness and the issuance of

8 obligations. Except as otherwise provided in this act, obliga-

9 tions shall be authorized and issued in the manner provided for

10 in the "Local Bond Law" (N. J. S. 40.A:2-1 et seq.); and,

11 c. Such other conditions as the Local Finance Board may con-

12 sider appropriate in order to provide sound financial support

13 for the project financing.

1 9. To the extent not otherwise provided for by law, and in order

2 to satisfy the provisions of section 8 of this act, any local unit

3 having created or joined in the creation of an authority, or which

4 shall hereafter create or join in the creation of an authority, or

5 which now or hereafter shall enter into a contract with an authority

6 in connection with a project financing, are authorized and shall

7 have the power to incur indebtedness and issue obligations for any

8 purpose for which an authority may issue obligations and to donate

9 the proceeds of such obligations to an authority to be expended

10 for the purpose for which such funds were borrowed. Except as

11 otherwise provided in this act, all such obligations shall be author­

12 ized and issued in the manner provided for in the "Local Bond

13 Law" (N. J. S. 40.A:2-1 et seq.).

1 10. The Local Finance Board shall have the power, in the case

2 of a financing agreement between an authority and a local unit, to

3 enforce, by appropriate order, the terms and provisions thereof

4 with respect to the funding of any deficit, whether in existence or

5 anticipated. If the Local Finance Board has reason to believe that

6 an authority is faced with financial difficulty, it shall have the power

7 to order an increase in rents, rates, fees or other charges of the
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8 authority, and any order shall be valid and enforceable, notwith­

9 standing any other provisions of law to the contrary. The Local

10 Finance Board, before issuing such an order, shall first hold a

11 hearing pursuant to section 15 of this act. The Local :F'inance

12 Board also shall have authority to provide that any requirement

13 that a local unit or units pay a deficit pursuant to a financing agree­

14 ment be funded through the issuance of authority deficit funding

15 notes as provided in this act. Any order so issued shall be deemed

1G conclusive and final, and upon receipt of the order all officers and

17 employees of the authority shall be estopped from contesting the

18 order or the provisions thereof. Any authority or local unit or

19 units affected by the order shall take all necessary actions to comply

20 with the order.

1 11. To the extent not otherwise provided by law, an authority

2 is authorized and shall have the power to issue, and to renew from

:3 time to time, obligations to be designated" authority emergency

4 notes" in an amount not exceeding the realized deficit in revenues

5 for the preceding fiscal year and any estimated deficit in revenues

G for the current fiscal year. All notes and any renewals thereof,

7 shall mature not later than the close of the succeeding fiscal year

8 and shall be payable in that fiscal year. Payment shall, however,

9 be subordinate to the payment of principal and interest on, or

10 sinking fund payments with respect to, bonds or other obligations

11 of the authority, other than authority emergency notes.

12 The proceeds of the sale of authority emergency notes shall be

13 deposited in the fund or funds in which a deficiency exists, or is

14- expected to exist, as set forth in the resolution pursuant to which

15 the notes are issued.

1 12. If the issuance of authority emergency notes by an authority

2 is not permitted by the terms of any security agreement entered

3 into by the authority, the local unit, if obligated pursuant to the

4 terms of a financing agreement to make payments on account of

;) a deficiency in revenues, may issue emergency notes to fund its

6 payments or portions thereof. These obligations shall be desig­

7 nated" authority deficit funding notes" and shall be general ob­

8 ligations of the issuer. Each note shall be authorized by resolution

9 of the governing body and may be renewed from time to time. All

10 notes and any renewals thereof shall mature not later than the

11 close of fiscal year succeeding the fiscal year in which such notes

12 were issued and the emergency appropriation authorized.

1 13. Every authority shall cause an annual audit of its accounts

2 to be made, and for this purpose it shall employ a registered

3 municipal accountant of New Jersey or a certified public accountant
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4 of New Jersey. The audit shall be completed and filed with the

5 authority within 4 months after the close of the fiscal year of

6 the authority. A certified duplicate copy of the audit shall be filed

7 with the director within G days after the original is filed with the

8 authority.

9 A synopsis of all audits, together with the reconllnendations

10 made by the registered municipal accountant or certified munic~pal

11 accountant, shall be prepared and published by the secretary of

12 the authority at least once in a newspaper circulating within thp

13 district of the authority, at the time that a copy is filed with the

14 director.

1 14. Each authority shall annually file with the Local Finance

2 Board, and with the governing body of each local unit havin:.;'

:-l created or under contract with the authority, a report in SUell

4- format and detail as the board shall prescribe setting forth thl"

5 actual financial, operational and capital results of the previous

G fiscal year of the authority and a proposed operational, capital aIlcl

7 financial plan for the next ensuing fiscal year. The Local ]'inance

8 Board shall prescribe, by rule or regulation, an appropriate date

9 on or before which each type of authority subject to the provisions

10 of this act shall file an annual report, which date shall be pre­

II scribed in conformity with the provisions of the law pursuant to

12 which each type of authority is organized.

13 The Local Finance Board shall review annual reports filed

14 pursuant to this section and may make any written recommenda­

15 tions ot the authority or to any local unit having created, joined

16 in the creation, or under contract to the authority, which the board

17 may deem appropriate in order to promote the financial soundness

18 and integrity of the authority.

1 15. If at any time, as a result of exercising his responsibilities

2 pursuant to this act, the director has reason to believe that an

~~ authority may not be able to meet its financial obligations, or may

4 not be able to provide an adequate level of services to residents

5 of the local unit or users of the system or facilities of the authority,

6 or may, in meeting those obligations or providing those services,

7 impose undue financial burdens upon the residents of the local

8 unit Or upon users of the system or facilities of the authority, tbt,

D director shall summon appropriate officials of the authority and

10 of the local unit or units involved to a hearing before the Local

11 . Finance Board. The Local Finance Board may require the produc­

12- Honof any papers, documents, witnesses 01' information and may

13 --make.o.'r cause to be made any audit oi'investigation of the circurn­

14 .:'iltiji100s ..W:ith··tespeet to whioh the hearing was c&l1OO.--.'
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15 If, as a result of that hearing, the Local Finance Board shall

16 determine that financial difficulties exist with respect to the au­

17 thority:

18 a. Which jeopardize the payment of the operating expenses

1!} or the debt service on obligations, or both, of the authority, or

20 which impose an undue financial burden on the residents of the

21 local unit or on the users of the system or facilities of the au-

22 thority; and,

23 b. 'Which are likely to reoccur and which, if continued, are

24 likely to impair the credit of the authority or local unit to the

25 detriment of the residents or users; and,

26 c. For which a practicable and feasible financial plan has not

27 been implemented by the authority or the local unit to remedy

28 the conditions to prevent their reoccurrence;

29 the Local Finance Board shall order the implementation of a

30 financial plan to assure the payment of debt service on obligations

31 of the authority, provide for an adequate level of services to resi­

32 dents of the local unit or users of the system or facilities of thp

33 authority and prevent the imposition of undue financial burdens

34 on the residents of the local unit and users of the system or

3,) facilities. The order shall be deemed conclusive and final, and upon

36 receipt of the order all pen..;ons shall be estopped from contesting

37 the order 01' the provisions thereof, and the authority or local units

38 affected thereby shall take all necessary actions to comply with

:)~l the order.

1 16. If, as a result of a hearing held pursuant to section 15 of

2 this act, the Local Finance Board shall determine that no practi­

::3 cable and feasible financial plan can be implemented which will

4 assure the payment of debt service on obligations of an authority,

5 provide for adequate level of services to residents of the local unit

6 or users of the system or facilities of the authority, and prevent

7 the imposition of undue financial burdens on the residents of the

8 local unit and users of the system or facilities, the board shall

9 order the dissolution of the authority. The order shall make

10 adequate provision for the payment of all creditors or obligees of

11 the authority, whether from the assets of the authority or the local

12 unit having established the authority. If the authority shall have

13 obligations outstanding at the time, the order shall, where neces­

14 sary, provide for the issuance of obligations by the local units or

15 units having established the authority in furtherance of the dis­

16 solution, and the obligations shall have a period of usefulness not

17 exceeding 40 years from the date of issufl,nce. The bonds shall b~

18 authorize.d: by a .bondo.ordinanCe :JQ.be int-roduc~(la.nd ::adopted J.lJ
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19: ~~C(lQrda;nce-witb~the provisions of the' 'Lucl1l:Bond:,Lawn (N: J. Si

20:: 40A:2~1' et.seq. ),J:xcept for tbe provisioJlsofN:' J ..8: :40A:2-6~

2.1 ,40A :2-1 1, 40A :2~26,40A :2~27 and 40A :2~31, and except that any

22 bond ordinance shall take effect immediately upon final adoption

23 and shall not be subject to referendum. Bonds so issued shall be

24 sold under the direction and supervision of the Local Finance

25 Board, and may be sold at either public or private sale as the

26 board sball prescribe.

27 Any order so adopted by the Local Finance Board to provide

28 fOT the dissolution of an authority, shall effect only upon its ap­

29 proval by the Commissioner of the Department of Community

30 Affairs, the State Treasurer and the Attorney General. Upon ap­

31 proval, the order shall be immediately transmitted to the authority,

32 to the clerk of the governing body of the local unit, and to the

33 Secretary of State. The order shall be deemed conclusive and final

34 upon approval, and upon receipt of the order all persons shall be

3;) estopped from contesting the order or the provisions thereof, and

36 the authority or local units affected thereby shall take all neeessal'y

37 actions to comply with the order.

1 17. Notwithstanding the provisions of any other law to the

2 contrary, the governing body of any local unit which has estab­

:1 lished an authority shall have the power and are authorized by

,4 ordinance in the case of a municipality, and ordinance or res01u­

,5 tion, as appropriate, in the case of a county, to dissolve that au­

G thority. Any authority established by one or more municipalities

7 or counties may' be dissolved by the adoption of parallel ordinances

8 01' resolutions, as appropriate. Any: ordinance or resolution so

!) adopted shall be immediately filed with the Secretary of State and

10 the Local Finance Board.' Any ordinance or resolution so adopted

11 shall make adequate provision for tbe payment of all creditors 01'

12 obligees of the authority. The ordinance or resolution shall be

13 introduced and adopted inthe manner provided by law, shall take

14 effect immediately upon final adoption, and shall not be subject

15 to referendum. If the authot'ity shall have obligationB outstanding

16 at the time of the final adoption of an ordinance or resolution to

17 'dissolve the authority, the local unit or units dissolving the au­

18 thority shall, where necessary, provide for the issuance ofobliga­

19 tions in furtherance of the dissolution, and the' obligations shall

20 have a period of usefulness not exceeding 40 years from the date

21 of issuance. The bonds shall be authorized by a' bond ordinance

22 'to "be introduced and adopted in accordance with the provisions

23 of the HLocal Bond Law" (N. J. S':40A:2-1et seq:), except for

24 " 'the provisions of N. 'J.- S; 40A:2-6; 40A~2~11,40A~2-26;40A:2-27
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25 and 40A :W1, and except that any bond ordinance shall take effect

26 immediately upon final adoption and shall not be subject to refer­

27 endum. Bonds so· issued shall be sold under the direction and

28 supervision of the Local Finance Board, and may be sold at either

29 public or private sale as the board shall prescribe.

30 Nothing contained in this section or in this act shall limit the

31 powers accorded under any other law to any county or municipality

32 to dissolve any authority which it has created or of which it has

33 joined in the creation, nor limit any general reorganization powers

34 accorded under law to any county or municipality to alter or

35 abolish its agencies, but the provisions of this section and this act

36 shall be supplementary to the powers accorded under any other law.

1 18. Records of minutes, accounts, bills, vouchers, contracts or

2 other papers connected with or used or filed with any authority

3 or with any officer or employee acting for or in its behalf are

4 declared to be public records, and shall be open to public inspec­

5 tion in accordancec with P. L. 1963, c. 73 (C. 47 :lA-l et seq.) and

6 regulations of the authority.

1 19. Notwithstanding the provisions of any law to the contrary,

2 the State Auditor or his legally authorized representative may

3 examine the accounts and books of any authority subject to the

4 provisions of this act.

1 20. The Local Finance Board is authorized to adopt, amend and

2 repeal such rules and regulations as may be necessary to effec­

3 tuate the purposes of this act.

1 21. This act shall take effect January 1 next following enactment.

STATEMENT

This bill would strengthen the existing system of State oversight

of local financial operations and debt by providing for State super­

vision of independent local authority and special district finan­

cial operations and debt. Implementation of these reforms will

strengthen the credit standing of municipalities, counties, and

independent financing authorities, by extending a proven system

of financial regulation to a currently mostly unregulated area of

local debt financing.

The bill would assign financial control responsibilities over local

authorities and special districts to the Local Finance Board in

the Department of Community Affairs including approval power:

over the creation of a new local authority or district; of local

authority and district bond and note sales; and, of municipal and

county financial agreements supporting a local authority financing

•



11

or providing funding for local authority operations. The Local

Finance Board is given the power to enforce by order compliance

with an existing local government agreement supporting a local

authority financing or providing funding for local authority oper­

ations.

The bill enables a local authority to issue authority emergency

notes to cover deficits for the current and preceding year. When

bond convenants preclude the issuance of such notes, and a local

unit is contractually obligated to fund deficits of the authority,

then the local unit woul<l be empowered to issue authority deficit

funding notes.

Each local authority is required to file an annual financial, opera­

tional and capital report with the Local Finance Board, and with

each local government having created the authority or having

entered into a service contract with it.

Each local authority is required to employ a registered munici­

pal accountant to conduct an annual audit and file a copy with the

Director of the Division of Local Government Services.

The bill provides a mechanism for meeting unsound financial

conditions of local authorities. If the Director of the Division of

Local Government Services finds that a local authority is faced

with financial difficulty, he is to convene a hearing before the Local

Finance Board. If the Local Finance Board determines that a

serious, continuing financial difficulty exists, and that the authority

or local unit has not undertaken a remedial plan, the Local Finance

Board shall order implementation of a financial plan. The financial

plan shall assure the payment of debt service or provide relief from

undue financial burdens on residents of the affected local unit or

users of the authority's services and facilities.

The bill provides two procedures for dissolving an existing local

authority, as long as the dissolution is consistent with outstanding

board convenants and other contractual obligations. A local unit

or units served by an authority would be empowered to dissolve

the authority. Also, the Local Finance Board may order the dis­

solution of an authority after holding a hearing on the financial

condition of the authority, if it determines that a practicable and

feasible remedial plan cannot be implemented. The order of dis­

solution would require the approval of the Commissioner of Com­

munity Affairs, the State Treasurer and the Attorney General.



2. The Legislature *[finds]* *declares* it to be in the public

interest of the citizens of this State to maintain, support, foster,

and promote the financial integrity and stability of local authorities

in the State and of counties and municipalities served by these local

authorities, by providing for State *[approval]* *review· of

project financing of local authorities and for State supervision over

the financial operations of local authorities.

The Legislature declares that it is *[necessary to the successful

implementation of that policy that the creation and project financ­

ing of local authorities be subject to the approval of an appropriate

State agency, and that the State agency be empowered to require

the preparation of annual financial reports by local authorities to

be approved by that agency]'*' *the pttrpose and obJect of this act to

implement this policy by providing that the creation of a local

authority be subject to Local Finance Board approval, that project

financing of a local authority be s'ubmitted to the Local Finatnce

Board for hearing and review, that annual budgets of a local

authority be submitted to the Division of Local Government Ser-

[OFFICIAL COpy REPRINT]

SENATE, No. 1517

STATE OF NEW JERSEY

INTRODUCED JUNE 10, 1982

By Senator LYNCH

Referred to Committee on County and Municipal Government

AN ACT to provide for State controls over the creation and financial

affairs of local authorities of this State, assigning necessary

powers and responsibilities with respect thereto, and supple­

menting Title 40A of the New Jersey Statutes.

1 BE IT ENAC'I'ED by the Senate and General Assembly of the State

2 of New Jersey:

1 1. This act shall be known and may be cited as the "Local Au-

2 thorities Fiscal Control Law".
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EXPLANATION-Matter enclosed in bold-faced brackets [thusl in the above bm

is not enacted and is intended to be omitted in the law.
Matter printed in italics thus. is new maller•.

Matter enclosed in asterisks or stars has been adopted as follows:
.•.:.....:.senate1:onuiiittee ainendmentll.·lidopted:JUDe ·30. 1983.



a. "Authority" means "'[any public body, instrumentality or spe­

cial purposes district, other than a school district, created by one

or more counties or municipalities, pursuant to the provisions of

any law heretofore or hereafter adopted, which is authorized by

law to incur indebtedness, or to assess charges, in order to develop

and finance public improvements or to provide specified public

services ;]* "'a body, public and corporate. created by one or more

municipalities or counties pursuant to any law a,uthorizing that

creation, which law provides that the public body so created has at

least the following powers:

(1) To adopt and use a corporate seal;

(2) To sue and be sued;

(3) 1'0 acquire and hold real or personal property for its pur­

poses; and

(4) To provide for and secure the payment of its bonds or other

obligations, or to provide for the assessment of a tax on real

property within its district, or to impose charges for the use of its

facilities, or any combination thereof; but shall not include any

public body for which federal or State fiscal controls differing from

those imposed by this act, have been explicitly established by law,

bttt only to the extent of that difference.""

b. "Director" means the Director of the Division of Local Gov-

2

12 vices in the Department of Community Affairs for approva,l, that

13 financial reports be prepared and submitted by a local authority

14 to the division in the form and at the time or times as shall be

15 prescribed by rule or regulation of the Local Finance Board or of

16 the Director of the Division of Local Government Services"'. In

17 addition, the "'[appropriate State agency shall be empowered to]*

18 "'Local Finance Board may'" take remedial action to address

19 "'[any]'" "'an'" emergency ""[arising]* "'situation'" with respect to

20 the financial condition and operation of a local authority or to

21 "'[alleviate any]'" "'respond to an'" undue financial burden imposed

22 by a local authority on residents of the State, including the power

23 to order the dissolution of a local authority "'[where that action]"

24 "'if it'" is "'[determined to be]'" in the public interest "'[of the citi­

25 zens of the State. The Legislature declares that, since the Local

26 Finance Board in the Department of Community Affairs has been

27 charged with the exercise of similar powers and responsibilities

28 with respect to the fiscal affairs of the counties and municipalities

29 of the State, that board is the appropriate State agency to exercise

30 the powers and responsibilities required with respect to local

31 authorities under this act]"'.

1 3. As used in this act:

2
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24 ernment Services in the Department of Community Affairs*[ ;]* *.*

25 c. "Financing agreement" means *[any]* ""an"" agreement

26 of a local unit ""or units"" intended to provide security for an issue

27 of obligations of ""[any]"" ""an"" authority, including, but not limited

28 to, "'[any]*' ""a"" contract providing for payments by a local unit

29 or units with respect to use, services or provision of ""[any]"" ""a""
30 project, facility or public improvement of an authority or pay­

31 ments for debt service therefor*[;]~' "'.*
32 d.' 'Local Finance Board" means the Local Finance Board in

33 the Division of Local Government Services in the Department of

34 Community Affairs""[;]* *.*

35 e. "Local unit "'or units"" means ""[any]"" ""a* county or ""[any]""

36 municipality which *[shall create or join]* "'created or joined* in

37 the creation of *[any]"" *an* authority, or which proposes to create

38 or join in the creation thereof, or which proposes to enter into a

39 financing agreement with an authority""[;]"" "".*

40 f. "Project financing" means the financing by an authority of

41 "'[the costs of any system, facility or service which the authority is

42 authorized to undertake by law; and,]"" ""a facility for the benefit

43 of the inhabitants of a local unit or units and includes payment for

44 the design and plan for the fa,cility. *

45 g." Security agreement" "'[shall mean]"" ""means"" a bond resolu­

46 tion of an authority, or a trust indenture to be executed by an

47 authority, or *[any]* other similar proceeding or document.

1 4. On and after the effective date of this act, *[the creation of

2 any authority, except those created pursuant to a special and

3 express act of the Legislature, shall require the]"" ""no authority

4 shall be created by any local unit or units without the"" prior ap­

5 proval of the Local Finance Board. Prior to the introduction of

6 *[any]'" *om! ordinance or the adoption of "'[any]"" '~o"" resolution

7 to create an authority, the local unit or units proposing ""[the]""

8 ''''this'''' creation shall make application to the Local Finance Board

8A for ""its'" approval. The application shall contain:

9 a. A copy of the proposed ordinance or resolution creating

10 the authority;

11 b. A statement, in brief and general terms"",* of the project or

12 projects to be undertaken, the estimated project cost, the manner

13 of project financing, and the area to be served by the project;

14 c. A proposed budget for the first year of authority operations,

15 including a table of organization, personnel requirements, the

16 level of staff required for supervision of the operation of the

:7 authority and the proposed source or sources of the authority's

18 funding; and,



4

19 d. A statement, in the form prescribed by the Local Finance

20 Board, indicating that the local unit or units have considered

21 *[altternate]* *alternative* means of undertaking and financing

22 the proposed project or projects and have determined that the

23 creation of an authority is the most efficient and feasible means

24 of providing and financing the project or projects.

25 The Local Finance Board may consider *[any]* estimates, com-

26 putations or calculations made in connection with *[the]* *an·

27 application, may require the production of *[any]* papers, docu­

28 ments, witnesses or information, may make or cause to be made

29 *[anyl" *an* audit or investigation, and may take any other

30 appropriate action necessary to its consideration of whether or

31 not to approve the creation of an authority.

1 5. The Local Finance Board shall, within 60 days of its receipt

2 *[on]* *or an application pursuant to section 4 of this act, approve

3 in writing the creation of the proposed authority, if it shall deter­

4 mine that the creation of the authority is *[in the public interest

5 and will serve the health, welfare, or convenience of the residents

6 of the local unit or units, and is]* an efficient and feasible means

7 of providing and financing *[the proposed]* *this* project or

7A projects *, given the needs of, and the financial burdens to be

7B placed upon, the inhabitants of the local ttnit or units*.

8 If the application is not disapproved within 60 days of its sub­

9 mission to the Local Finance Board, it shall be deemed to be ap-

10 proved, and the local unit or units may proceed to adopt the

11 proposed ordinance or resolution. *1f the Local Finance Board

llA shall not approve the creation of the authority, it shall specify in

llB writing the reason or reasons therefor, and shall file its statement

110 with the clerk or clerks of the local unit or units! A local unit shall

12 not adopt any ordinance or resolution which is disapproved by the

13 Local Finance Board within the 60 days, but may resubmit the

14 application to the board with such changes as the local unit deems

15 appropriate, and the review and approval of the resubmitted appli­

16 cation shall be subject to the limitations set forth above.

1 6. Prior to the adoption of a security agreement by *[any]·

2 *an* authority, or an ordinance or resolution of a local unit ·or

3 '/,lnits* authorizing *[the]* *a ll financing agreement, the proposed

4 project financing shall be submitted to the Local Finance Board

5 for its review *[and approval]*. The Local Finance Board shall,

6 in the course of *[such]* ·its* review *[and approval]*, give

6A consideration to:

7 a. The nature, purpose, and scope of the proposed project

8 financing;



5

9 b. The engmeermg and feasibility studies prepared m con-

10 nection therewith;

11 c. The terms and provisions of the proposed financing agree-

12 ments, security agreements and, in the instance of a negotiated

13 offering, the proposed or maximum terms and conditions of sale;

14 d. The proposed or maximum schedule of debt service pay-

15 ments required, and the impact thereof on the budget and finan-

16 cial condition of the authority and of the local unit;

17 e. The estimate of the annual cost of operating and maintain-

18 ing the project as set forth in the engineering report or feasibility

19 studies; and

20 f. The initial rate, rent, fee, or charge schedule proposed by

21 the authority, or any other proposed method of raising the

22 amounts required to finance the operations and payments of debt

23 service on the obligations of the authority.

24 The Local Finance Board may *[examine into any]* *consider·

25 estimates, computations or calculations made in connection with

26 the submission, may require the production of *[any]· papers,

27 documents, witnesses or information, may *[take]* *make* or

28 cause to be made *[any]· *an* audit*[,]* *or* investigation

29 *[01']* ·and may take* any other action which it may deem neces­

30 sary to its review *[and approval]* of the submission.

1 7. The Local Finance Board shall *[approve a proposal sub-

2 mitted pursuant to section 6 of this act if it determines:

3 a. That the project cost has been accurately determined;

4 b. rrhat the method proposed for the funding of the project

[) cost, proposed or maximum terms, and provisions of the financ-

G ing and of any proposed financing agreement are reasonable

7 and feasible, and would not impose an undue financial burden

8 on the residents of the local unit, and would not materially im-

9 pair the ability of the local unit or the authority to pay promptly

10 the principal of and interest on the outstanding indebtedness

11 of the authority or to provide essential public services to the

12 residents of the local unit; and,

13 c. In the case of a negotiated offering, that the proposed or

14 maximum terms and conditions of sale are fair and reasonable

15 in light of current market conditions for obligations of similar

16 quality.

17 If the proposed project financing is not disapproved within 60

18 days of its submission to the Local Finance Board, it shall be

19 deemed to be approved, and the local unit or authority may proceed

20 to adopt the same. A local unit or authority shall not adopt any

21 security agreement, or authorizing ordinance or resolution, which
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22 IS disapproved by the Local Finance Board within 60 days, but

23 may resubmit the proposal to the board with such changes as the

24 local unit or authority deems appropriate, and the review and

25 approval of the resubmitted proposal shall be subject to the limita­

26 tions set forth above.]* *, within 31 days of its receipt of the

27 proposed pt'oject financing, hold a hearing at which any interested

28 party may furnish additional information regarding the proposal.

29 Within 10 days after the hearing, the board shall issue its findings

30 on the proposed financing including therein its findings as to

31 whether: (a) the project cost has been determined by reasonable

32 and accepted methods; (b) the method pt'oposed for the funding

33 of the project cost, proposed or maximum terms and provisions of

34 the financing and of a proposed financing agt'eement are not un­

35 reasonable nor impracticable, and would not impose an undue and

36 unnecessary financial burden on the inhabitants of the local unit

37 or units, which have created or have joined in the creation of the

38 authority or which may enter into a financing agreement with the

39 authority, or would not materially impair the ability of the loca,z

40 unit or units or the authority to pay promptly the principal of and

41 interest on the outstanding indebtedness thereof or to provide

42 essential public services to the inhabitants thereof; and ( c) in the

43 case of a negotiated offering, the proposed or maximum terms and

44 conditions of sale are, in light of current market conditions for

45 obligations of similar quality, reasonable. The findings shall be in

46 writing and shall be filed with the clerk or clerks of the local unit

47 or units and with the secretary of the authority.

48 The times set forth in this section may be extended by mutual

49 agreement of the authority and the Local Finance Board.

50 The governing body of the authority shall, 11'ithin 15 days of

51 receipt of the Local Finance Board's findings and recommenda­

52 tions on the proposed project fina.ncing, certify by resolution

53 to the Local Finance Board that each member thereof has per­

54 sonally reviewed the findings and recommendations and has evi­

55 denced same by group affidavit in the form prescribed by the Local

56 Finance Board. Failure to comply with this paragraph may subject

57 the members of the authority to the penalty provisions of section

58 52 of P. L. 1947, c. 151 (C. 52:27BB--.52).*

1 8. The Local Finance Board may *[require, as a condition of its

2 approval of]* *recommend in its findings 'with respect to· a pro­

2A posed project financing:

3 a. That the debt service reserve fund in an amount established

4 by the board be funded from the proceeds of the sale of the

5 authority's bonds;
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6 b. !t[That the local unit finance a portion of the proposed project

7 cost through the]!t !tThe!t incurrence of indebtedness and the issu­

8 ance of obligations !tby the local unit or units to finance a portion

9 of the proposed project cost!t. Except aR otherwise provided in this

10 act, !tthese'" obligations shall be authorized and issued in the

11 manner provided for in "'[the "Local Bond Law" (N. J. S. 40A:2-1

12 et seq.) ; and]"', "'Title 40 of the Revised Statutes or Title 40A of

13 the New Jersey Statutes;

14 c. That the local ~tnit or units execu,te a financing a·greement with

15 the authority;

16 d. That the local unit or units not execute a financing agreement

17 with the authority, if the Local Finance Board determines that the

18 agreement would impose an inappropriate risk on the local unit;

19 e. That an amount not to exceed the mdstanding principal each

20 year for the proposed financing of the au,thority be inch£ded in the

21 net debt of a local unit, under N. J. S. 40A :2-1 et seq., if the local

22 unit executes a financing agreement with the (}f1,£thority;'"

23 "'[c. Such]'" "'f. In addition to the above, any'" other conditions

24 "'[as]'" "'that'" the Local Finance Board *[may consider]* *con­

25 siders* appropriate "'[in order]* to provide sound financial sup­

26 port for the project financing.

1 9. To the extent not otherwise provided for "'[by law,]!t !tin

2 Title 40 of the Revised Statutes or Title 40A of the New Jersey

3 Statutes* and in order to satisfy the proviRions of section 8 of this

4 act, any local unit *or units'" having created or joined *[in the

5 creation of]* an authority, or which "'[shall]* *rnay* hereafter

6 *join,* create or join in the creation of an authority, or which "'a·re*

7 now or hereafter *[shall enter into a]* *under* contract with an

8 authority in connection with a project financing, are authorized and

9 shall have the power to incur indebtedness and issue obligations for

10 any purpose for which an authority may issue obligations and to

11 donate the proceeds of *[such] * *those* obligations to an authority

12 to be expended for the purpose for which *[such]* *the* funds were

13 borrowed. Except as otherwise provided in this act, all *[such]*

14 obligations shall be authorized and issued in the manner provided

15 for in *[the "Local Bond Law" (N . J. S. 40A :2-1 et seq.)]*

16 *Title 40 or Title 40A "'.

1 *10. a. Each authority shall submit a budget for each fiscal year

2 to the director prior to its adoption thereof. The budget shall

3 comply with the terrns and provisions of any security agreements,

4 and shall be in such form and detail as to items of revenue, expen-

. 5 . diture and other content as shall be required by law or by rules

6 ood regulatiOns of the Local FiMMe Board.
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'7 b: The Local Finance Board shall prescribe by ruhJ'Or regulation

8 the procedure for the adoption of budgets by authorities. The'rures

9 and regulations may include or be si1nildr to any provisions of the

10 "Local Budget Law" (N. J. S. 40A :4-1 et seq.) which the Local

11 Finance Board shall deem to be practicable or necessary, and may

12 further include any other provisions and 1"equirements which the

13 Local Finance Board shall deem appropriate or necessary. The

14 rules and regulations shall provide for approval or disapproval of

15 a budget within 45 days of the director's receipt thereof.

16 c. The Local Finance Board shall also prescribe by rule or regu­

17 lation the procedures and requirements for execution or any budget

18 after adoption, and for the administration of financial affairs of

19 authorities. The rules and regulations may include, without limi­

20 tation, any provisions of the" Local Budget Law" (N. J. S. 40A :4-1

21 et seq.), and the" Local Fiscal Affairs Law" (N. J. S. 40A :5-1

22 et seq.), which the Local Finance Board shall deem to be practi­

23 cable and necessary.

1 11. No authority budget shall be finally adopted until the

2 di1"ector shall have approved same. In granting the approval, the

3 director shall consider whether or not:

4 a. All estimates of revenue are reasonable, aCC1trate and cor-

5 rectly stated;

6 b. Items of appropriation are properly set forth;

7 c. In itemization, form and content, the b1ldget will permit the

8 exercise of the comptroller function within the authority;

9 d. The schedule of rates, fees and charges then in effect will

10 produce s'ujficient revenues, together with all other anticipated

11 revewues, to satisfy all obligations to the holders of bonds of the

12 attthority, to meet operating expenses, capital outlays, debt service

13 requirements, and to provide for such reSe1"VeS, all as may be

14 required by law, regulation or terms of contracts and agreements.

15 The director may require such documentation, records and other

16 information, and undertake any audit or investigation, as he may

17 deem necessary in connection with his review.

18 If the director finds that all req1tirements of law and the rules

19 and regulations of the Local Finance Board have been met, he shall,

20 within 45 days of his receipt of the budget, approve it; otherwise

21 he shall within that time refuse to approve it. The director, in

22 refusing to approve the budget, shall not substit1tte his discretion

23 with respect to the amount of an appropriation when that amount

24 is not made mandatory by law or regUlation.'

25 Any decision of the' direGtorin; the course of bitdget review Under

26 this section may: be' appealed '~to :t1ii~Do'CatFinance Board "?in the

27 manner generally provided by lCltW. It
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1 "'[10.]'" "'12.'" The Local Finance Board shall have the power, in

2 the case of a financing agreement between an authority and a local

3 unit "'or units"', to enforce, by appropriate order, the terms and

4 provisions thereof with respect to the funding of "'[any]'" ·a·
5 deficit, whether in existence or anticipated. If the Local Finance

6 Board has reason to believe that an authority is faced with financial

7 difficulty, it shall have the power to order an increase in rents,

8 rates, fees or other charges of the authority, and «-[any]'" "'this·

9 order shall be valid and enforceable, notwithstanding any *[other]'"

10 provisions *[of law]* to the contrary "'in R. S. 48:2-1 et seq.·.

11 The Local Finance Board, before issuing "'[such an]'" "'this· order,

12 8hall first hold a hearing "'[pursuant to]'" *consistent with· sec­

13 tion ·[15]* "'18* of thi8 act. The Local Finance Board also shall

14 have authority to provide that ·[any]* *(1* requirement that a

15 local unit or units pay a deficit ·[pursuant toT" ·under· a financ­

16 ing agreement he funded through the issuance of authority deficit

17 funding notes as provided in this act. Any order so issued shall be

18 deemed conclusive and final, and upon receipt of ·[the]'" ·this«­

19 order all «-[officers and employees of the authority]'" "'persons·

20 shall be estopped from contesting the order or the provisions

21 thereof. Any authority or local unit or units affected by the order

22 shall *promptly* take *[all necessary actions]'" ·the action neces­

23 Sa1'y'" to comply with *[the]· *this* order.

1 *[11.]* *18.'" To the extent not otherwise provided by law, an

2 authority is authorized and shall have the power to issue*[, and to

3 renew from time to time,]* obligations to he designated .[" author­

4- ity emergency notes'1* oil Authority Temporary Funding Notes·

5 in an amount not exceeding the realized deficit in revenues for

6 the preceding fiscal year and *[any]* «-an· estimated deficit in

7 revenues for the current fiscal year. *The notes may be renewed

8 from time to time.· All notes and any renewals thereof, shall

9 mature not later than the close of the succeeding fiscal year and

10 shall be payable in that fiscal year. Payment shall, however, be

11 subordinate to the payment of principal and interest on, or sinking

12 fund payments with respect to, bonds or other obligations oil (other

13 than" Authority Temporary F1~nding Notes")* of the authority"'[,

14 other than authority emergency notes]"'.

15 The proceeds of the sale of "'[authority emergency notes]'"

16 ."Authority Temporary Funding Notes"· shall be deposited in

17 the fund or funds in which a deficiency exists, or is expected to

18 exist, as set forth in the resolution *[pursuant to]* «-under'" which

19 the notes are issued.

20 '"An authority shall notify the Local Finance Board in writing of
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21 its intention to issue" Authority Tetnporary Funding Notes" pur­

22 suant to this section, including ther-ein a statel1tent of the deficit

23 which the proceeds of the notes are intended to fund, and a state­

24 ment of the manner in which the authority plans to either retire

25 or refinance the notes on or before the close of the sncceeding fiscal

26 year. The notification shall be made at least 30 days prior to issu­

27 ance, or within such lesser time period as the Local Finance Board

28 shall permit.·

1 ·[12.]· ·14.· If the issuance of ·[authority emergency notes by

2 an authority]· •Authority Temporary Ft~nding Notes· is not

3 permitted by the the terms of •[any] * *u? security agreement

4 ·[entered into by the authority,]· *, then· thE' local unit ·or units·,

5 if obligated ·[pursuant to the terms of a financing agreement]· to

6 make payments on account of ·[a deficiency in revenues, may issue

7 emergency notes to fund its payments]· *(1 deficiency in revemtes

8 u,nder the terms of a financing agreement, may issue emergency

9 notes pursuant to the provisions of sections 40A :4-46 through

10 40A :4-50 of the N ew .Jersey Stat1des to fund this payment· or

11 portions thereof. These obligations shall be designated .[" author­

12 ity deficit funding notes"r *"Authorit.y Deficit Funding Notes"·

13 and shall be general obligations of the issuer. Each note shall be

14 authorized by resolution of the governing- body and may be renewed

15 from time to time. All notes and any renewals thereof shall mature

16 not later than the ·[close of fiscal year]* *last day of the fiscal year

17 next· succeeding the fiscal year in which *[such]· ·these- notes

18 were issued and the emergency appropriation authorized.

19 - A local unit shall notify the Local Finance Board in writing

20 of its intention to issue" Authority Deficit Funding Notes" pur­

21 suant to this section at least 30 days prior to the issuance, or within

22 such lesser time period as the Local Finance Board shall permit,

23 inclu,ding therein a statement of the deficit which the proceeds of

24 the notes are intended to fund, and a statement of the manner in

25 which the local unit plans to either retire or refinance the notes

26 on or before the close of the succeeding fiscal year.·

1 ·[13. Every]· ·15. Notwithstanding the provisions of N. J. S.

2 40A :5-1 et seq., each· authority shall cause an annual audit of its

3 accounts to be made, and for this purpose it shall ·contract with

4 the Division of Local Government Services or· employ a registered

5 municipal accountant of New Jersey or a certified public accountant

6 of New Jersey. The audit shall be completed and filed with the

7 authority within four months after the close of the fiscal year of

8 the authority. A certified duplicate copy ·[of the audit]· ·thereor

9 . shall be filed ·with the governing body of each local unit having
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10 created the authority and· with the director within five days after

11 the original ·report· is filed with the authoritv. *The Local Finance

12 Board shall by rule or regulation prescribe the accounting prin­

13 ciples and policies, auditing procedures, and financial reporting

14 practices applicable to authorities and authority audits conducted

15 pursuant to this section. The rules and regulations may include

16 or be similar to any provisions of the ((Local Fiscal Affairs Law"

17 N. J. S. 40A:5-1 et seq. which the Local Finance Board shall deem

18 to be practicable or necessary.*
19 *[A synopsis of all audits, together v"ith the recommendations

20 made by the registered municipal accountant or certified municipal

21 accountant, shall be prepared and pUblished by the secretary of

22 the authority at least once in a newspaper circulating within the

23 district of the authority, at the time that a copy is filed with the

24 director.]*

1 *[14. Each authority shall annually file with the Local Finance

') Board, and with the governing body of each local unit having

:; created or under contract with the authority, a report in such

4 format and detail as the board shall prescribe setting forth the

5 actual financial, operational and capital results of the previous

6 fiscal year of the authority and a proposed operational, capital and

7 financial plan for the next ensuing fiscal year. rfhe Local Finance

8 Board shall prescribe, by rule or regulation, an appropriate date

9 on or before which each type of authority subject to the provisions

10 of this act shall file an annual report, which date shall be pre­

II scribed in conformity with the provisions of the law pursuant to

12 which each type of authority is organized.

13 The Local Finance Board shall review annual reports filed

14 pursuant to this section and may make any written recommenda­

15 tions ot the authority or to any local unit having created, joined

16 in the creation, or under contract to the authority, which the board

17 may deem appropriate in order to promote the financial soundness

18 and integrity of the authority.]*

1 *16. A syn01Jsis of the annual audit shall be prepared by the

2 chairman of the authority and published at least once in a news­

3 paper circulating in the district of the authority. A copy of the

4 synopsis shall be filed with the director within .10 days after publi­

5 cation.

1 17. The governing body of each authority shall, within 45 days

2 of receipt of the annual audit, certify by resolution to the Local

3 Finance Board that each member thereof has personally reviewed

4 the annual audit report, and specifically the sections of the audit

5 report entitled General Comments, atnd Recommendations, and has
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6 evidenced same by group affidavit in the form prescribed by the

7 Local Finance Board. Failure to comply with this provision may

8 subject the members of the authority to the penalty provisions of

9 section 52 of P. L. 1947, c. 151 (C. 52:,27BB-52).""

1 ""[15.]"" ""18.· If at any time, as a result of exercising his responsi­

2 bilities ""[pursuant to]"" ""under"" this act, the director has reason

3 to believe that an authority ""[may not be able to meet its financial

4 obligations, or may not be able to provide an adequate level of ser­

5 vices to residents of the local unit or users of the system or facilities

6 of the authority, or may, in meeting those obligations or providing

7 those services, impose undue financial burdens upon the residents

8 of the local unit or upon users of the system or facilities of the

9 authority, the]"" ""is faced with financial diffimdty, the"" director

10 shall summon appropriate officials of the authority and *[of]* the

11 local unit or units ""[involved]"" *01' either of the aforesaid"" to a

12 hearing before the Local Finance Board. The Local Finance Board

13 may require the production of *[any]"" papers, documents, wit­

14 nesses or information and may make or cause to be made ""[any]·

14:A ·an"" audit or investigation of the circumstances with respect to

1413 which the hearing was called.

15 *[If, as a result of that hearing, the Local Finance Board shall

16 determine that financial difficulties exist with respect to the au­

17 thority:

18 a. Which jeopardize the payment of the operating expenses

19 or the debt service on obligations, or both, of the authority, or

20 which impose an undue financial burden on the residents of the

21 local unit or on the users of the system or facilities of the au-

22 thority; and,

23 b. Which are likely to reoccur and which, if continued, are

24 likely to impair the credit of the authority or local unit to the

25 detriment of the residents or users; and,

26 c. For which a practicable and feasible financial plan has not

27 been implemented by the authority or the local unit to remedy

28 the conditions to prevent their reoccurrence;

29 the Local Finance Board shall order the implementation of a

30 financial plan to assure the payment of debt service on obligations

31 of the authority, provide for an adequate level of services to resi­

32 dents of the local unit or users of the system or facilities of the

33 authority and prevent the imposition of undue financial burdens

34 on the residents of the local unit and users of the system or

35 facilities. The order shall be deemed conclusive and final, and upon

36 receipt of the order all persons shall be estopped from contesting

37 the order Qr the provisions thereof, and the authority or local units
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38 affected thereby shall take all necessary actions to comply with

39 the order.]*

1 *[16. If, as a result of a hearing belo pnrsuant to section 15 of

2 this act, the Local Finance Board shall determine that no practi­

3 cable and feasible financial plan can be implemented which will

4 assure the payment of debt service on obligations of an authority,

5 provide for adequate level of services to residents of the local unit

6 or users of the system or facilities of the authority, and prevent

7 the imposition of undue financial burdens on the residents of the

8 local unit and users of the system or facilities, the board shall

9 order the dissolution of the authority. The order shall make

10 adequate provision for the payment of all creditors or obligees of

11 the authority, whether from the assets of the authority or the local

12 unit having established the authority. If the authority shall have

13 obligations outstanding at the time, the order shall, where neces­

14 sary, provide for the issuance of obligations by the local units or

15 units having established the authority in furtherance of the dis­

16 solution, and the obligations shall have a period of usefulness not

17 exceeding 40 years from the date of issuance. The bonds shall be

18 authorized by a bond ordinance to be introduced and adopted in

Hl accordance with the provisions of the "Local Bond Law" (N. J. S.

20 40A :2-1 et seq.), except for the provisions of N. J. S. 40A :2-6,

21 40A :2-11, 40A :2-26, 40A :2-27 and 40A :2-31, and except that any

22 bond ordinance shall take effect immediately upon final adoption

23 and shall not be subject to referendum. Bonds so issued shall be

24 sold under the direction and supervision of the Local Finance

25 Board, and may be sold at either public or private sale as the

26 board shall prescribe.

27 Any order so adopted by the Local Finance Board to provide

28 for the dissolution of an authority, shall effect only upon its ap­

29 proval by the Commissioner of the Department of Community

30 Affairs, the State Treasurer and the Attorney General. Upon ap­

31 proval, the order shall be immediately transmitted to the authority,

32 to the clerk of the governing body of the local unit, and to the

~)3 Secretary of State. The order shall be deemed conclusive and final

~H upon approval, and upon receipt of the order all persons shall be

35 estopped from contesting the order or the provisions thereof, and

36 the authority or local units affected thereby shall take all necessary

37 actions to comply with the order.]*

1 *1.9. If the Local Finance Board dete1'in'ines that financial diffi­

2 culties exist wh·ich (1) jeopardize the payment of operating ex­

3 penses and debt service on obligations of the mtthMity or either

4 of the aforesaid; or place an undue financial burden on the inhabi-
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5 tants of the local u,nit at" units or the users of the system or facilities

6 of an authority; and (2) that these difficulties are likely to reoccur

7 and, if they contimMe, will impair the credit of the authority and

8 loca'z unit or units or either of the aforesaid to the detriment of the

9 in.habitants thereof; and (3) no finamcial p1an designed to prevent

10 a reoccur'rence of these conditions and which is deemed to be

11 practicable and feasible by the director has been undertaken by the

12 authority or the local unit or units, the Local Finance Board shall

13 order the implementation of a financial plan which will assure the

14 payment of debt service on obligations of the authority, or provide

15 relief from undue financial burden. The order shall be deemed con­

16 elusive and final and upon receipt of the order all persons shall be

17 estopped from contesting the order or' the provisions thereof and

18 the authority or local unit or units affected thereby shall take the

19 action to comply with the order. '"

1 *[17.1" *20.'" Notwithstanding the provisions of any other law to

2 the contrary, the governing body of *[any]* *a'" local unit which

:3 has established an authority shall have the power and "'[are]'" *is'"

4 authorized by ordinance in the case of a Illunicipality, and ordi­

5 nance or resolution, as appropriate, in the case of a county, to

6 dissolve *[that]'" "'the'~ authority"', except that the ordinance or

7 resolution, as the case may be, shall be approved by the Local

8 Finance Board prior to adoption*. Any authority established by

9 *[one or more municipalities or counties]'" *more than one munici-

10 pality or county'" may be dissolved by the alloption of parallel

11 ordinances or resolutions, as appropriate. *[Any ordinance or

12 resolution so adopted shall be immediately filed with the Secretary

13 of State and the Local Finance Board. Any ordinance or resolution

14 so adopted shall make]* *The Local Finance Board shall approve

15 the dissolution if it finds that the ordinance or' resolution makes'"

16 adequate provision "'in accordance with a security agreement or

17 otherwise* for the payment of all creditors or obligees of the

18 authority "'and that adequate provision is made for the assumption

19 of those services provided by the authority which are necessary

20 for the health, safety and welfare of the recipients of those ser­

21 vices*. The ordinance or resolution shall be introduced and adopted

22 in the manner provided by law, shall take effect immediately

23 *[upon]* *after'" final adoption, and shall not be subject to refer­

24 endum. "'[If the authority shall have]* *A copy of the ordinance

25 or resolution as adopted shall be filed immediately with the Local

26 Jlinance Board and with the Secretary of State. In the event that

27 an authority has'" obligations outstanding at the time of the *[final

28 adoption]'" "'taking effect* of ""[an]"" "'the'" ordinance or resolution
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29 to dissolve the authority, the local unit or units dissolving the

30 authority *[shall, where necessary, provide for the issuance of]*

31 *are authorized to issue* obligations in furtherance of the dissolu­

32 tion, and the obligations shall have a period of usefulness not

33 exceeding 40 years from the date of issuancE'. rrlJe bonds shall be

34 authorized by a bond ordinance to be intro(11lcE'd and adopted in

35 accordance with the provisions of the "Locnl Bond Law" (N. .T. S.

36 40A :2-1 et seq.), except for the provisiom; of "'[N. .T. S. 40A :2-6,]*

37 *sections* 40A :2-11, 40A :2-26, 40A :2-27 and 40A :2-31 *of the

38 New Jersey Statutes"', and except that '~[any]* *the'" bond ordi­

30 nance shall take effect immediately nnon final arloption and shall

40 not be subject to referendum. "'The bonds may be deducted from the

41 gross debt of the localt(11,it by action of the T~occll Fin.ance Board in

42 accordance with sttbsection d. of N. J. 8. ,foA :2-7.* Bonds *[so]*

4:3 issued *for this lJUrpo.'ie* shall be sold nnder the direction and

4± supervision of the Local Finance Board, and may be sold at either

45 public or private sale as the board shall prescribe.

46 Nothing contained in this section or in this act shall limit the

47 powers accorded under any other law to any county or municipality

48 to dissolve any authority which it has created or of which it has

49 joined in the creation, nor limit any general reorganization powers

50 accorded under law to any county or municipality to alter or

51 abolish its agencies, but the provisiom; of this section and this act

52 shall be supplementary to the powers accorded under any other law.

1 *21. The Local Finance Board may order the dissoltttion of a

2 local authority if, after holding a hearing consistent with section 18

3 of this act, it determines that, due to financial difficulties or mis­

4 management, the dissolu,tion of an authority will be in the pttblic

5 interest and will serve the health, welfare, or c01l1Jenience of the

G inhabitants of the local unit or units, and the dissolution will achieve

7 a 'more efficient means for providing n.nd finnndng local public

8 facilities, except that an order dissolvin,'j on authority shall assure

9 adequate provision in accordance with (7 security agreement or

10 otherwise for all creditors or obligees of the (wthority. Any order

11 so adopted by the Local Finance Board to F01Jide for the dissolu­

12 tion of an attthority shall take effect only /(])011 its approval by the

13 Commissioner of the Department of CommU'l1ity Affair's, the State

14 Trea,mrer a.nd the Attorney General. UP01! appro1'nl. the order

15 shall be immediately tmnsmitted to the authority, to thp clerk of

16 the governing body of the local unit or units. and to the Secretary

17 of State.""

1 *[18.]* *22.* Records of minutes, accounts, bills, vouchers, con­

2 tracts or other papers connected with OT uRed or filed with any
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3 authority or with any officer or employee acting for or in its behalf

4 are declared to be public records, and shall be open to public inspec­

;) tion in accordance with P. L. 1963, c. 73 (0. 47:1A-1 et seq.) and

6 regulations of the authority.

1 *[19.]* ~'23.* Notwithstanding the provisions of any law to the

2 contrary, the State Auditor or his legally authorized representative

3 may examine the accounts and books of any authority subject to

4 the provisions of this act.

1 *24. Notwithstanding any other law to the contrary, any a,uthor­

2 ity, in aJ/ticipation of the issuance of bonds,may borrow money and

3 issu,e temporary obligations if the security agreernent so provides.

4 A temporary obligation shall be des'i,r/1?({ted "bond anticipation

5 note" or "project note" and shall contain (( recital that it is

6 issued in anticipation of theiss~tance of bonds. The notes may be

6A iss'Lted for a period of not exceeding five years, or the period of

7 construction as certified by the consLtlting engineer plLtS 12 months,

8 whichever shall be less, and may be renewed from time to time with

9 the appro'val of the Local Finance Board.

1 25. If the Local Finance Board has reason to believe that a

2 municipal public utility is faced with financial difficulty, it shall

3 have the power to order an increase in rents, rates, fees or other

4 charges of the utility, and this order shall be valid and enforceable

;) notwithstanding any provisions of the contrary in R. S. 48 :2-1

6 et seq., bLtt the Local Finance Board, before issuing this order,

7 shall first hold a hearing to which the Director of the Division of

8 Local Government Services shall SU1nmon appropriate officials of

8A the municipality. The Local Finance Board may require the pro­

8B duction of papers, documents, witnesses or information and may

9 make or cause to be made an a'Ltdit or investigation of the circum-

10 stctnces with respect to which the hearing was called.

11 The Local Finance Board may except 'mu,nicipal and cmtnty fund­

12 ing for a deficit of a m~tnicipal p~tblic utility or authority from the

13 expendihtre limitations of P. L. 1976', c. 68 (C. 4oA:4-45.1 et seq.)*

1 *[20.]* *26. a.* The Local :H'inallce Board is authorized to adopt,

2 amend and repeal *[such]* rules and regulations *[as may be

3 necessary]* to effectuate the purposes or this act.

4 *b.l'his act shall not limit the powers of the Local Finance Board

;) or the director to reg'Ltlate the financial atlairs of authorities in the

6 manner authorized by P. L. 1947, c. 151 (C. 52:27BB-1 et seq.).

1 27. The Local Finance Board, the director, and local units and

2 local authorities shall not act under this act in a manner incon­

3 sistent with a sec'urity or financing agreement in effect at the

4 time of the action.'"
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1 ·[21.]* ·28.· This act shall effect ·[January 1 next following

2 enactment]* *90 days following enactment, except that sections 10,

3 11,15,16, and 17 shall apply to the first fiscal year of an authority

4 which commences 180 days following the promulgation by the Local

5 Finance Board of rules and regulations to goren'/, the adoption and

6 approval of authority budgets and the rond11et of onnufl,Z audits

7 by a'uthorities pursuarnt to those sections*.



OFFICE OF THE GOVERNOR

RELEASE: IMMEDIATE

FRIDAY, AUGUST 26, 1983

CONTACT: PAUL WOLCOTT

Governor Thomas H. Kean today sig'ned legislation which will give

the State the ability to regulate the fiscal affairs of local authorities.

The bill, A-I44, is sponsored by Assemblyman John P. Doyle"

D-Ocean. 'It establishes the Local Authorities Fiscal Control Act. extending

State control to all types of local authorities, whether created by a

municipality, a county or a joint effort. Such entities as sewerage

authoritie~. county utility authorities and municipal parking authorities would

fall under the provisions of the bill.

"New Jersey has traditionally exercised substantial control over the

fiscal affairs of local and county governments. 11 Kean said. IlThis

has resulted in an extremely sound fiscal condition Jor our local and county

units and has avoided the problems of overspending and insolvency that

have threatened governments in many other states. 11

"Because authorities are often in a position of raising and

spending

vast sums on large-scale public works projects. I believe it is

entirely appropriate that the State have the ability to exercise the same

. types of controls over their fiscal dealings. 11

The Doyle bill will give the State the opportunity to control the

creation of authorities, subject annual bUdgets to State scrutiny and require

Local Finance Board review of project financing.

# # #
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