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SENATE, No. 2016
STATE OF NEW JERSEY

INTRODUCED DECEMBER 16, 1982

By Senators LYNCIH, RODGERS, CAUFIELD, ORECHIO
and HIRKALA

Referred to Committee on County and Municipal Government

Ax Act concerning limitations imposed upon increases in municipal
final appropriations and county tax levies, and amending and

supplementing P. L. 1976, c. 68.

BE 1T ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. (New section) The Legislature finds that the constraints
placed upon local government by P. L., 1976, c. 68 (C. 40A :4-45.1

et seq.) are successfully accomplishing their purpose of coutrolling

the growth in the cost of local government.

The Legislature finds, however, that a uniform fixed percentage
limitation on increases in expenditures has not adequately reflected
either national economic trends or the differing needs of the various
local governments of the State. As a result, local governments
have been unevenly affected in their ability to provide necessary
services to their residents.

The Legislature, therefore, determines that P. L. 1976, c. 68
requires adjustment to provide for an annually variable percentage
limitation which more accurately reflects annual nationwide in-
creases in the basic costs of governmental operations, to provide
a mechanism whereby local officials and taxpayers can examine the

particular needs of their community and determine whether or

EXPLANATION—Matter enclosed in bold-faced brackets [thusl in the above bill
is not enacted and is intended to be omitted in the law.

Matter printed in italics thus is new matter.
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not the use of this limitation more nearly addresses those needs,
and to modify several features of the law which have proven to
be arbitrary or to result in unintended effects on the structure of
local government.

2. Section 2 of P. L. 1976, c. 68 (C. 40A :4-45.2) is amended to read
as follows:

2. Beginning with the tax vear 1977 municipalities other than
those having a municipal purposes tax [levy] rate of $0.10 or less
per $100.00 and counties shall be prohibited from increasing their
final appropriations by more than 5% or the index rate, whichever
s less, over the previous year except within the provisions set
forth hereunder.

For the purpose of this seetion, in computing its final appropria-
tions for the previous year, a municipality or county shall include,
as part of its final appropriations:

a. Amqunfs of revenue generated by an increase in its valuations
based solely on'applying the preceding year’s local purpdses tax
rate of the municipality to the assessed value of new counstruction
or improvements, or on applying the preceding year’s county tax
rate to the apg;orfionmmz,t valuation of mew construction or im-
provements, as may be appropriate;

'b. Revenues derived in the previous year from new service fees,
or from any increase in any previously imposed service fees im-
posed by ordinance; '

¢. Amounts approved by referendum, pursuant to subsection 1.
of section 3 of P. L. 1976, c. 68 (C. 40A :4-45.3) and section 1 of
P. L. 1979, c. 268 (C. 40A:4-45.3a);

d. Increased revemue received in the preceding year from pay-
ments in liew of taxes on any property owned by a tax-exempt public
entity, to the extent that the payment is excepted pursuant to sub-
section n. of section 3 of P. L. 1976, ¢. 68 (C. 404 :4-45.3).

In each budget year subsequent to 1981, and in the case of a
éomty in each budget year subsequent to 1982, whenever any mu-
nicipality or county shall have transferred to any local pubiic
utility, any local public authority or any special purposes distriet,
during the immediately preceding budget year, or at any time
during the current budget year prior to the final adoption of the
budget, any service or function funded during the immediately
preceding budget year, either partially or wholly from appropria-
tions in the municipal or county budget, the municipality or county
shall deduct from its final appropriations upon which its permissi-
ble expenditures are calculated, or wupon which s permissible

county tax levy is calculated, pursuant to this section the amount
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“‘which' the municipality or county expended for that service or
- function during the last full budget year throughout which the

service or function so transferred was funded from appropriations
in the municipal or county budget.

3. (New section) a. In any hudget year subsequent to 1982,
whenever a county or municipality shall have lawfully agsumed,
during the immediately preceding budget vear, or at any time
during the current budget year prior to the final adoption of the
budget, the provision of any service or function funded during the
immediately preceding budget year wholly by a loeal public utility,

- a local public authority or a special purposes distriet, and where

the provision of that serviee or function by the county or munici-
pality is the result of the lawful dissolution of the public utility,
publie authority, or special services distriet previously providing
the service or funection, the county or municipality shall add to the
final appropriations for the current budget year upon which its
permissible expenditures are ealculated, or upon which its per-
missible county tax levy is calculated, the amount certified by the
Local Finance Board for appropriation by the county or muniei-
pality to fund that service or funetion in the current budget year,

b. In any budget year subsequent to 1982, whenever a county
shall have lawfully assumed, during the immediately preceding
budget year, or at any time during the eurrent budget year prior
to the final adoption of the budget, the provision of any service
or funection funded during the immediately preceding budget year
wholly or partially by one or more municipalities within the county
from appropriations in the muniecipal budget, the county shall add
to the final appropriations for the current year upon which its
permissible county tax levy is caleulated the amount certified by
the Loeal Finance Board for appropriation by the county to fund
that service or funetion in the eurrent budget year.

¢. The Local Finance Board shall approve the assumption of
any service or function for the purpose of its eligibility under the
provisions of this seetion. The board shall approve the assump-
tion if it finds: that the assumption was lawfully made; that the

- assumption does not deleteriously affect the health, safety or

welfare of the residents of a county or municipality; and that the
assumption represents an efficient and feasible means of providing
the service or function. The board shall, in approving the assump-
tion, certify to the county or municipality assuming the serviee
or function the amount of appropriation to fund the service or
function which shall be eligible for the provisions of this section.

4. (New section) As used in this amendatory and supplementary
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act, “index rate” means the rate of annual percentage increase,
rounded to the nearest half-percent, in the Implicit Price Deflator
for State and Local Government Purchases of Goods and Services,
computed and published quarterly by the United States Department
of Commerce, Bureau of [£conomic Analysis, caleulating the annual
increase therein at the second quarter which occurred in the next
preceding local budget year. The Direetor of the Division of Local
Government Services shall promulgate annually, on or before
October 1, the index rate to apply in the next following local budget
year.

5. Section 3 of P. L. 1976, ¢. 68 (C. 40A :4-45.3) is amended to
read as follows:

3. In the preparation of its budget a municipality shall limit any
increase in said budget to 5% or the index rale, whichever is less,
over tlie previous year’s final appropriations subject to the follow-
ing exceptions:

a. The amount of revenue generated by the increase in its valua-
tions based solely ou applying the preceding year’s general tax rate
of the municipality to the assessed value of new construction or
improvements;

b. Capital expenditures including appropriations for current
capital expenditures whether in the capital improvement fund, or
as a component of a line item elsewhere in the budget, provided
that any such current capital expenditure would be otherwise bond-
able under the requirements of N. J. 8. 40A:2-21 and 40A :2-22;

¢. An increase based upon: (1) emergency temporary appropria-
tions made pursuant to N, J. S. 40A :4-20 to meet an urgent situa-
tion or event which immediatlely endangers the health, safety or
property of the residents of the municipality, and over which the
governing body had no eontrol and for which it could not plan; (2)
emergency appropriations made pursuant to N. J. S. 40A :4-46 and
special emergency appropriations made pursuant to N. J. S.
40A.:4-53; or (3) special emergency appropriations made pursuant
to N. J. S. 40A :14-54, section 1 of P. L. 1961, ¢. 22 (C. 40A :4-55.1)
or section 1 of P. L. 1968, c. 194 (C. 40A :4-55.13). FEmergency
temporary appropriations, special emergency appropriations and
emergency appropriations under (1) and (2) above shall be
approved by at least two-thirds of the governing body and by the
Direetor of the Division of Local (fovernment Services, and shall
not exceed in the aggregate 3% of the previous year’s final current
operating appropriations. Special emergency appropriations under
(3) above shall be approved by at least two-thirds of the governing

body, and shall not exceed in the aggregate 3% of the previous

ST
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year’s final current operating appropriations. Neither procedure

344 shall apply to appropriations adopted for a purpose referred to in
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subsections d. or j. below[.];

d. All debt serviee, including that of a Type I school distriet;

e. Amounts required for funding a preceding vear’s deficit;

f. Amounts reserved for mucollected taxes;

g. Expenditures mandated after the effective date of this act
pursuant to State or federal law;

h. Fxpenditure of amounts derived from new or increased service
fees imposed by ordiuance, or derived fron the sale of wmunicipal
assets;

i. When approved by referendum;

j. Amounts required to be paid pursuant to any contract with
respect to use, services or provision of any project, facility or
publie improvement for water, sewer, solid waste, parking, senior
citizen liousing or any similar purpose, or payments on account of
debt service therefor, between a municipality and any other
municipality, county, school or other district, agency, authority,
commission, lustrumentality, public corporation, body corporate
and politic or political subdivision of this State. With respect to
the amounts required to be paid for senior citizen housing in the
above cited political subdivisions or bodies, the exceptions shall
be subject to the review and approval of the Local Finance Board;

k. Amounts required to be paid by any constituent munieipality
of the llackensack Meadowlands District established pursuant to
article 2 of the “IHackensack Meadowlands Reclamation and
Development Act,” (P. L. 1968, ¢. 404; C. 13:17-4) to the inter-
municipal account established pursuaunt to article 9 of said act
(C. 13:17-60 through 13:17-76);

1. Programs funded wholly or in part by federal or State funds
and amounts received or to be received fromn federal, State or other
funds in reimbursement for local expenditures; [or]}

m. Amounts [expended] appropriated to fund any increase in
public utility, fuel oil, gasoline or heating oil charges which exceeds
by more than 10% the [previous year’s final expenditures for such
purposes] amount produced by subtracting from the amount
appropriated in the previous year for these purposes that amount
which was excepted pursuant to this subsection in that previous
year;

n. Increased revenue from payments in lieu of taxes on any prop-
erty owned by a tax-exempt public entity, to the extent that the pay-
ment received for any single property exceeds the amount of real

property taxes received on that property in the year immediately
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76 “prior to acquisition by the public entity, or, in the case of State
“property subject to P. L. 1977, c. 222 (C. 54:4-2.2a et seq.), to the

extent that the total State payment exceeds the amount of the pay-
ment received in the 1982 budget year;

o. Any decrease in amounts received pursuant to any federal
general purposes aid program from the amounts recewed in local
budget year 1982, after deducting from the decrease any amount of
new or increased federal or State general purposes aid explicitly
provided for the purpose of replacing the decrease in federal aid; or

p. Amounts expended for the conduct of a special election re-
quired by law to be held at a time other than the time of the yeneral
election or the time of a regular municipal election.

6. Section 4 of P. L. 1976, c. 68 (. 40A:4-45.4) is amended to
read as follows:

4. In the preparation of its budget, a connty may not increase
the county tax levy to be apportioned among its constituent muniei-
palities in excess of 5% or the index rate, whichever is less, of the
previous year’s county tax levy, subject to the following exceptions:

a. The amount of revenue generated by the increase in valuations
within the county based solely on applying the preceding year’s
county tax rate to the apportionment valuation of new construction
or lmprovements within the county and such increase shall be
levied in direet proportion to said valuation;

b. Capital expenditures including appropriations for current
capital expenditures whether in the capital improvement fund, or
as a component of a line item elsewhere in the budget, provided
that any such current capital expenditure would be otherwise
bondable under the requirements of N. J. 8. 40A:2-21 and
40A :2-22;

¢. An increase based upon: (1) emergency temporary appropria-
tions inade pursuant to N. J. S. 40A :4-20 to meet an urgent situa-
tion or event which immediately endangers the health, safety
or property of the residents of the county, and over which the
goveruning body had no control and for which it could not plan; (2)
emergency appropriations made pursuant to N. J. S. 40A :4-46 and
special emergency appropriations made pursuant to N. J. S.
40A.:4-53; or (3) special emergency appropriations made pursuant
to N. J. S. 40A :4-54, section 1 of P. L. 1961, ¢. 22 (C. 40A :4-55.1),
or section 1 of P. L. 1968, c¢. 194 (C. 40A:4-55.13). Emergency
temporary appropriations, special emergency appropriations and
emergency appropriations under (1) and (2) above shall be
approved by at least two-thirds of the governing body and, where

appropriate, approved by the chief executive officer of the county,
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and further approved by the Director of the Division of Local
iovernment Services, and shall not execed in the aggregate 3% of
the previous year’s final current operating appropriations. Special
emergency appropriations under (3) above shall be approved by
af least two-thirds of the governing body, and, where appropriate,
approved by the chief executive officer of the county, and shall not
exceed in the aggregate 3% of the previous year’s final current
operating appropriations. Neither procedure shall apply to appro-
priations adopted for a purpose referred to in subseetions d. ov f.
below;

d. All debt service;

c. Fixpenditures mandated after the cffective date of this act
pursuant to State or federal law;

f. Amounts required to be paid pursuant to any coutract with
respect to use, services or provisions of any project, facility or
public improvement for water, sewer, solid waste, parking, senior
citizen housing or any simliar purpose, or pavments on account
of debt service therefor, between a county, and any other county,
municipality, school or other distriet, agency, anthority, commis-
sion, instrumentality, publie corporation, bhody corporate and
politic or political subdivision of this State. With respect to the
amounts required to be paid for senior citizen housing in the above
cited political subdivisions or bodies, the exceptions shall be sub-
ject to the review and approval of the Local Finance Board;

g. That portion of the county tax levy which represents funding
to participate in any federal or State aid program and amounts
received or to be received from federal, State ov other funds in
reimbursement for local expenditures; [or]

h. Amounts [expended] appropriated to fund any inerease in
public utility, fuel oil, gasoline or heating oil charges which exceeds
by more than 10% the [previous year’s final expenditures for such
purposes] amount produced by subtracting from the amount
appropriated in the previous year for these purposes that amount
which was excepted pursuant to this subsection in that previous
year;

i. Any decrease in amounts received pursuant to any federal
general purposes atd program from the amounts recewed in local
budget year 1982, after deducting from the decrease any amount
of new or imcreased federal or State general purposes aid explicitly
provided for the purpose of replacing the decrease in federal aid;
or

. Amounts expended for the conduct of any special election re-
quired by law to be held at a time other than the time of the
gemeral election.
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7. (New section) Notwithstanding the provisions of sections 2, 3
or 4 of P. L. 1976, c. 68 (C. 40A :4-45.2, 40A :4-45.3 and 40A :4-45.4)
to the contrary, in any year for which the index rate exceeds 5%,
a municipality may, by ordinance, or a county may, by ordinance or
resolution, as appropriate, provide that in the local budget year to
which the ordinance or resolution applies, the final appropriations
of the municipality, or the tax levy of the county, shall be increased
by a percentage rate, greater than 5% but not to exceed the index
rate, over the previous year’s final appropriations, or county tax
levy, as the case may be.

The ordinance or resolution, as appropriate, shall be introduced
after January 1 of the local budget year to which it applies and
prior to the date provided by law for the introduction and approval
of the annual budget of the municipality or county. The ordinance
or resolution shall state the greater percentage rate to be adopted
and the additional amount of increased final appropriations or fax
levy which that greater percentage rate represents over that which
the 5% rate represents, and the individual appropriations items to
which the additional amount applies setting forth for each appli-
cable appropriations item the amount to be appropriated: a. if the
the greater percentage rate is adopted; and h. if the greater per-
centage rate is not adopted. The ordinance or resolution may,
thereafter, be adopted, after publication and a publie hearing
separately afforded upon 10 days notice duly published, by a
majority vote of the authorized membership of the governing body.
Any procedures provided in a form of local government for the

. exercise of veto powers by a mayor or county executive with

respect to ordinances generally shall pertain. An ordinance or
resolution so adopted shall, notwithstanding any other provision of
law, take effect immediately upon adoption,

Upon adoption of the ordinance or resolution, the permissible
final appropriations of the municipality, or permissible county
tax levy of the county, shall be calculated for the year as provided
in section 3 or 4 of P. L. 1976, c. 68 (C. 40A :4-45.3 or 40A :4-45.4),
except that the percentage rate so adopted shall be used. The final
appropriations or county tax levy so calenlated shall be used in the
immediately following year for the purposes of section 2 of P. L.
1976, c. 68 (C. 40A :4-45.2).

A copy of any ordinance or resolution introduced pursuant to
this section shall be filed with the Director of the Division of Local
Government Services within five days of introduction, and a copy

of the ordinance or resolution adopted shall be filed with the

director within five days of adoption.
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In any year for which an ordinance or resolution is adopted by a
municipality pursuant to this section, no referendum shall be held
in that municipality pursuant to subsection i. of section 3 of P. L,
1976, ¢. 68 (C. 40A:4-45.31).

8. (New section)Notwithstanding any provisions of P, 1. 1976,
c. 68 (40A :4-45.1 ot seq.) to the contrary, a municipality or county,
which, in any year subsequent to 1982 for which the index rate is
greater than 5%, increases its final appropriations or county tax
levy in an amount less than that permitted under the 5% percentage
rate, shall be permitted to appropriate the difference between the
amount of its actual final appropriations or county tax levy and the
amount of its permitted final appropriations or county tax levy
under the 5% percentage rate, as an exception to its final appropria-
tions or county tax levy in either of the next two succeeding years.
In the year immediately following the year in which the amount of
difference is so appropriated, the amount of difference shall be
added to the final appropriations or county tax levy of the preceding
vear for the purposes of section 2 of P. L. 1976, c. 68 (C.
40A 4-45.2).

9. (New section) In any public referendum conducted by a mu-
nicipality pursuant to subsection i. of section 3 of P. L. 1976, c. 68
(C. 40A :4-45.3i.), the public question to be submitted to the voters
at the referendum election shall state only the amount by which the
final apporpriations of the municipality shall be increased by more
than the permissible level over the previous year’s final appropria-
tions if the question is approved by the voters, and the percentage
rate of increase which that amount represents over the permissible
rate. There shall be set forth in an accompanying explanatory state-
ment a list of the appropriations line items to which the increased
amount shall apply and such other relevant information as the
governing body may wish to include therein.

A resolution adopted by a municipality to authorize the conduct
of such a referendum shall set forth, in addition to the above, the
amount to be appropriated for each applicable appropriations
item: a. if the referendum question is approved by the voters; and
b. if the referendum question is disapproved by the voters.

10. (New section) a. There is established a commission to be
known as the Liocal Expenditure Limitations Advisory Commission.
The commission shall consist of 10 members, three of whom shall
be appointed by the Governor, three of whom shall be appointed
by the President of the Senate, three of whom shall be appointed
by the Speaker of the General Assembly, and one of whom shall be
the Director of the Division of Local Government Services, who
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shall serve ex officio. Each member so appointed shall possess ex-

pertise in local government, local finance or economie analysis, and

no member shall be a nominee for, or hold, an elective office during

his period of service on the commission.

b. Members of the commission shall serve for a term of four
years. Viacancies in the membership of the commission shall be
filled in the same manner as the original appointment, but for the
unexpired term. Members of the commission shall serve without
compensation, but shall be reimbursed for traveling and other ex-
penses incurred in the performance of their duties, within the limits
of funds appropriated or otherwise made available to the com-
mission.

c. The commission shall select from among its members a chair-

man and a vice chairman, and shall select a secretary, who need

2 not be a member of the commission.

d. Tt shall be the duty of the commission to conduet a continuing
review of the provisions of P. 1. 1976, c. 68 (C. 40A : 4-45.1 et seq.),
and to colleet and assemble information and data on the effects of

that law upon counties, municipalities and property taxpayers of

. this State. In the course of its review, the commission shall give

‘particular attention: to the role which that law plays in eontrolling

the relative balance between property taxes and other sources of
local revenue; to any economic developments, and any executive
or legislative or judicial actions, which may affect that relative

balance or the efficacy of the law; and to any unforeseen effects of

- the law on the financial stability or efficiency of local governments.

e, The commission shall report annually, on or before October 1,
to the Governor and the Legislature on the above matters, and shall
include in that report information and data with respect to at least
the following matters:

(1) The utilization by counties and municipalities of the local
ordinance option and referendum option provided by the law for
the purpose of permitting local governments to exceed the limita-
tions on increases in final appropriations or county tax levies, in-
cluding data for each instance of utilization, and data on current
and cumulative increases in categories of appropriations items
taken under each of these options;

(2) A list of instances of services or functions for which eligi-
bility was extended under section 3 of this amendatory and supple-
mentary act, and information and cumulative data on categories of
services or functions assumed in various service or function areas,

and on transfers of services or functions between types of local

- public entities;
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© (3) The utilization by counties and municipalities of the pro-
visions of section 8 of this amendatory and supplemertary act; and
(4) A statement of the index rate to apply in the next following
local budget year, and any alterations which have oceurred in the

method of calculation of that index rate sinee enactment, including

‘any recommendations for legislation to compensate for any effects

of those alterations.

f. The commission shall be entitled to call to its assistance such
personnel of any State agency, county, municipality or political
subdivision as it may require in order to perform its duties under
this act. The commission may make use of existing studies, surveys,
plans, data and other materials in the possession of any State
agency, or any county, municipality or political subdivision of the
State. Fach State agency, county, municipality and political sub-
division of the State shall make any information or materials
available to the commission as it may require to perform its respon-
sibilities under this act. The commission may meet and hold hear-
ings at such places and times as it shall designate. '

11. Seetion 7 of P. L. 1976, c. 68 is amended to read as follows :

7. This act shall take effect iminediately and be applicable to the
tax years beginning in 1977 and shall expire December 31, [1982]
1986. V

12. This act shall take effect immediately.

STATEMENT N
The Local Budget Caps Law (P. L. 1976, c. 68; C. 40A.:4-45.1

et seq.) has an expiration date of December 31, 1982. This expira-

tion date was inserted to require the Legislature to review per’iodi-

 cally the effects of that law. A thorough review of the law has been

completed by two commissions: the Local Budgetary Limitations

~ Review Commission (‘‘Caps Commission’’) and the Loecal Bud-

getary Limitations Technical Review Commission (‘‘Technical
Commission’’). This bill, as well as, Senate Bill No. 2015 of 1982,
represent the recommendations of the Technical Commission, as

modified by the Caps Commission, for the extension of that law

“ through December 31, 1986.

Tn its November 1982 report, the Technical Commission stated
its coneclusion that ‘“the basic struecture of the local CAP law re-

mains appropriate and represents a reasonable policy for restraint

 of ‘growth in local expenditures/tax levies while making sufficient

allowance for local service provision. However, the commission
also concludes that if the CAP law i) to be extended beyond its

co0lt (4¢3
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‘December 31, 1982 expiration date, it is in need of changes to im-
prove the flexibility of the respective CAP formulas, to make them
more responsive to short-term changes in fiscal and economie condi-
tions and local needs. The commission strongly believes these
changes are essential if the CAP law is to be successful in attaining
its two-fold (sic) goal of finanecial restraint without undue impair-
ment of service provision capability. If the CAP law is extended
beyond 1982 without these alterations, the commission is appre-
hensive that financial restraint will result in reductions in local
services exceeding the original intent of the law.”’

The modifications made by the Caps Commission reflect its con-
elusion that, while some local governments have been severely af-
fected in their ability to provide necessary services, the constraints
of the CAP law have been felt unevenly among local governments,
The modifications also reflect the Caps Commission’s caution that
greater CAPS flexibility should not provide the State with an
“automatic safety valve’ to pass greater service funding respon-
sibilities onto the local property tax. Therefore, decisions to permit
greater increases in local spending over the 5% limit should be
made in the context of a local mechanism whereby local officials
and taxpayvers can examine the particular needs of their community

and determine whether or not a spending increase is justified.

Technical Commission Recommendations as Modified by the
Caps Commission

1. Index Rate—The Technical Commission recommended that
the current 5% fixed cap rate be replaced with a flexible rate deter-
mined by the percentage increase in the Implicit Price Deflator for
State and Local Government Purchases of Goods and Services. The
annual cap rate would be computed by a two year moving average
of the rate of change in the index. The 5% rate would be main-
tained as a floor or minimum cap rate.

The recommended Implicit Price Deflator is published by the
United States Department of Commerce, and represents the infla-
tion rate for purchases of goods and services typically purchased
by State and local governments, nationwide. This index is less
subject to large annual fluetuations than the Consumer Price Iﬂdex,
which is heavily weighted toward housing costs, and includes typical
consumer items, such as entertainment, food and beverages, per-
sonal care, etc., which do not relate to local governments. The
Technical Commission wished to guard even more against large
annual fluctuations by using a two year moving average, and to

guard in particular against large fluctuations downward by main-
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- taining the 5% as a floor below which the rate could not go. The
index rate, or CAP percentage, under the Technical Commission
recommendation would be 8.1% for 1983.

The Caps Commission modifications set forth in this bill aceept
the concept of a flexible rate determined by the percentage increase
in the Implicit Price Deflator, but provide for its adoption by a
local government on a local ordinance optional basis. The local
unit’s annual cap rate would be 5% or the index rate, whichever
shall be less, unless the governing body shall adopt, after public
hearing, an ordinance, by a majority vote of the full membership,
to go to the index rate exceeding 5%. The referendum option would
be retained for increases above the index rate.

The Caps Commission rejected the coneept of a 5% floor or
minimum rate. If the index rate goes below 5%, the cap rate would
go down to that level. Also, since the index rate is on a loeal option
basis, the index should be calculated on a current year basis. The
index rate under the bill would be 7.4% for 1983.

In order to promote local examination of the need for utilizing
this option, the bill requires that any ordinance to adopt the index
rate, and any resolution to provide for a referendum to exceed the
cap, shall state the amount of the increase to be added to each ap-
propriations item in the budget for which the inerease shall be used.
The ordinance or resolution shall state the amount to be expended
on these individual line items: (1) if the increase is adopted; and
(2) if the increase is not adopted. In addition, the bill would require
that in a cap referendum the public question shall state only the
amount of the increase proposed above the cap, and the line items
to which the increase amount applies.

2. Exemption for Decreases in Federal and State Aid—The Tech-
nical Commission recommended that a new cap exemption be
provided for decreases after 1982 in federal or State general pur-
poses aid. This federal and State aid is currently permitted to be
expended as a cap exemption. This new exemption would permit
local governments to make up for losses in this aid by using local
revenue sources, which are not cap exempt. Federal General Reve-
nue Sharing and State Municipal Purposes Tax Assistance Aid
are the two major sources of this noncategorical aid.

The Caps Commission modifications set forth in this bill provide
a cap exemption for decreases after 1982 in federal general pur-
poses aid, but only for those decreases not replaced by increased
federal or State general purposes aid. No exception shall be pro-
vided for decreases in State general purposes aid, since this should
be addressed in any particular legislation providing for those de-

creases,
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3 ““Banking” of Unused Cap Leeway—The Technical Commis-
* sion recommended that local governments be permitted to carry
forward or ‘‘bank” their unused cap leeway-—the difference be-
tween actual municipal final appropriations/county tax levy and
the amount permitted by the cap—for a two-year period. This is
designed to provide an incentive for local units not to budget up
to their cap maximum in any one year simply to avoid losging that
permissible growth in future years. Under the recommendation,
any spending or tax levy leeway allowed by the cap formula, but
not budgeted for in that year, could be used in either of the next
two succeeding years.

The Caps Commission modification set forth in this bill confines
the ““banking’’ of cap leeway to amounts below the amount per-
mitted by the 5% cap rate. A local government could use this un-
used cap leeway in a future vyear, instead of utilizing the local
ordinance option, or could ‘‘bank’’ that cap leeway in case the
index rate falls below 5% in a future year. The provision as modi-
fied should encourage better long-term budget planning by local
governments.

4. Adjustment for Transfers of Functions—The Technical Com-
mission recommended that the local cap law be brought into con-
formity with the State cap law, by providing for an adjustment to
the cap bases, if transfers of functions or services and responsibility
for funding oceur between governmental units. The commission
recommended base increases for the governmental unit newly as-
suming the function or service, and base decreases for the govern-
mental unit formerly funding the function or service.

The Caps Commission modifications set forth in the bill provide
for adjustment of the cap base to reflect transfers of financing
responsibility for a service or function—only in the following in-
stances: (1) tlie assumption by a local unit of any function or ser-
vice previously performed by a local authority, public utility, or
special services distriet; (2) the assumption by a county of any
funetion or service previously performed by a municipality. The
~ first would reverse the incentive to establish anthorities and special
districts previously provided by the Cap law. The second is com-
patible with the direction of the ‘‘Optional County Charter Law,”’
P. L. 1972, ¢. 154 (C. 40:41A~-1 et seq.) and should be made only
in the county cap base.

The modifications reflect the Caps Commission’s strong belief
that any eap adjustment for transfer of functions between the State
and local governments should be addressed in any particular legis-

lation providing for those transfers.
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5. Referendum Costs Ezemption—The Technical Commission
recommended that an exception be provided for the costs of holding
a referendum to exceed the cap.

The Caps Commission modifications set forth in the bill extend
this recommendation to provide an exception for the costs of hold-
ing any special election required to be held at a time other than the
general election or regular muniecipal election. These special elee-
tions would include caps referendnm elections, charter change elec-
tions, refercudum elections on salary increases, recall clections,
vacancy elections, ete. All of these special elections share the com-
mon characteristic of being outside the local budget planning
process, and of being in most instances voter initiated. In most
instances, the laws providing for these special elections direct that
- the general election or regular municipal election be used if prac-
ticable, but provide for a special election where this is not practi-
cable.

6. Extension of Caps Law—The Technical Commission recom-
mended continued extension of the law on an experimental basis,
to expire on December 31, 1985,

The Caps Commission modification set forth in the bill provides
for a four vear extension, to expire on December 31, 1986.

7. In addition to the above, the bill includes three recommenda-
tions of the Claps Commission, not included in the Technical Clom-
mission recommendations:

a. That pavments in lieu of taxes received from any tax-exempt
public entity shall be treated on the same basis as revenues derived
from new ratables, to the extent that the payment exceeds the
amount of taxes received on the property in the year immediatelv
prior to acquisition, or, in the case of State-owned property, to the
extent that the payment exceeds the amount of the pavment re-
ceived in 1982. In the past, these revenues have been required to
be expended within the Cap to reduce property taxes. The hill
would permit increases in these revenues to be expended in the
future to provide incrcased services to State-owned or other tax-
exempt property, which is the purpose of a payment in lieu of taxes.

b. A clarification of the language of the current caps exemption
for increases in utility and energy costs provided by P. L. 1981,
c. 26, The language inserted here reflects the manner in which the
Division of T.ocal Government Services has administered that
exemption.

c. That a permanent Technical Advisory Commission be estab-
lished to continuously monitor the effects of the law and to provide

the Governor and Legislature with information and data on the
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law. The commission would consist of persons having expertise
in local government, local finance or economic analysis, and no
member shall be an elected official. The commission would report
annually, on or before October 1, to the Governor and Legislature
on the use by counties and municipalities of the local ordinance
option and referendum option provided by the cap law, including
data on increases in appropriations items taken under these options.
The report shall also include a review of the use of the ‘‘banking”’
of cap leeway, and an enumeration of any transfers of functions
for which an exception was provided for the current year. The
report would also include a statement of the index rate to apply
in the next local budget vear, and any alterations which have oc-
curred in the method of caleulation of the index rate, including any
recommendations for legislation to compensate for any effects of

those alterations.
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INTRODUCED DECEMBER 16, 1982

By Senators LYNCH, RODGERS, CAUFIELD, ORECHIO
and HIRKALA

Referred to Committee on County and Municipal Government

Ax Acr conecerning limitations imposed upon increases in muniecipal
final appropriations and county tax levies, and amending and
supplementing P. L. 1976, c. 68.

BE 11 ENaCTED by the Senate and General Assembly of the State
of New Jersey:

1. (New section) The Legislature finds that the constraints
placed upon local government by P. L. 1976, c. 68 (C. 40A:4-45.1
et seq.) are successfully accomplishing their purpose of controlling
the growth in the cost of local government.

The Legislature finds, however, that a uniform fixed percentage
limitation on increases in expenditures has not adequately reflected
either national economie trends or the differing needs of the various
local governments of the State. As a result, local governments
have been unevenly affected in their ability to provide necessary
services to their residents.

The Legislature, therefore, determines that P. L. 1976, c. 68
requires adjustment to provide for an annually variable percentage
limitation which more accurately reflects annual nationwide in-
creases in the basic costs of governmental operations, to provide
a mechanism whereby local officials and taxpayers can examine the
particular needs of their eommunity and determine whether or
not the use of this limitation more nearly addresses those needs,
and to modify several features of the law which have proven to
be arbitrary or to result in unintended effects on the structure of
local government.

ExXpPLANATION—DMatter enclosed in bold-faced brackets [thusl in the above bill
is not enacted and is intended to be omitted in the law.

Matter printed in italies thus is new matter.
Matter enclosed in asterisks or stars has been adopted as follows:
#_.Agsembly amendment adopted January 11, 1983.
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2. Section 2 of P.T.. 1976, c. 68 (. 40A :4-45.2) is amended to read
as follows:

2. Beginning with the tax vear 1977 munieipalities other than
those having a municipal purposes tax [levy] rate of $0.10 o1 less
per $100.00 and counties shall be prohibited from increasing their
final appropriations by more than 5% or the wdex rate, whichever
is less, over the previous vear except within the provisions set
forth hereunder.
~ For the purpose of this section, in eomputing its final appropria-
tions for the previous year, a municipality or county shall include,
as part of its final appropriations:

a. Amounts of revenue generated by an increase in its vdluations
based solely on applying the preceding year's local purposes tax
rate of the muniecipality to the assessed value of new construection
or improvements, o on applying the preceding year’s county tax
rate to the apportionment valuation of mew construction or im-
provements, as may be appropriate;

b. Revenues derived in the previons vear from new service fees,
or from any increase in any previously imposed service fees im-
posed by ordinance;

¢. Amounts approved by referendum, pursuant to subsection i.
of section 3 of P. L. 1976, c. 68 (C. 40A :4-45.3) and section 1 of
P. L. 1979, c. 268 (C. 40A:4-45.3a);

d. Increased revenue recetved in the preceding year from pay-
ments in lieu of taxes on any property owned by a tax-exempt public
entity, to the extent that the payment is excepted pursuant to sub-
section n. of section 8 of P. L. 1976, ¢. 68 (C. 404 :4-45.3).

In each budget year subsequent to 1981, and in the case of a
county wn each budget year subsequent to 1982, whenever any mu-
nicipality or county shall have transferred to any local public
utility, any local public authority or any special purposes district,
during the immediately preceding budget year, or ‘at any time
during the current budget year prior to the final adoption of the
budget, any service or function funded during the immediately
preceding budget year, either partially or wholly from appropria-
tions in the municipal or county budget, the municipality or county
shall deduet from its final appropriations upon which its permissi-
ble expenditures are calculated, or upomn which its permissible
county taw levy is calculated, pursuant to this section the amount
which the municipality or county expended for that service or
function during the last full budget year throughout which the
service or function so transferred was funded from appropriations

in the municipal or county budget.
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“~8; (New section) a. In any budget year subsequent to 1982,
‘whenever a eounty or municipality shall have lawfully assumed,
during the immediately preceding budget vear, or at any time
during the current budget year prior to the final adoption of the
budget, the provision of any service or function funded during the
immediately preceding budget year wholly by a local public utility,
a local public authority or a special purposes distriet, and where
the provision of that service or fanction by the county or muniei-
pality is the result of the lawful dissolution of the public utility,
public authority, or special serviees district previously providing
the serviee or funetion, the county or municipality shall add to the
final appropriations for the current budget vear upon which its
permissible expenditures are caleulated, or upon which its per-
missible county tax levy is caleulated, the amount certified by the
Liocal Finance Board for appropriation by the eounty or nmuniei-
pality to fund that service or function in the current budget vear,

b. In any budget year subsequent to 1982, whenever a counly
shall have lawfully assumed, during the immediately preceding
budget year, or at any time during the current budget year prior
to the final adoption of the budget, the provision of any service
‘or function funded during the immediately preceding budget vear
wholly or partially by one or more municipalities within the county
from appropriations in the munieipal budget, the county shall add
to the final appropriations for the current year upon which its
permissible county tax levy is caleulated the amount certified by
the Local Finance Board for appropriation by the county to fund
that service or function in the current budget year.

¢. The Local Finance Board shall approve the assumption of
any service or function for the purpose of its eligibility under the
provisions of this section. The hoard shall approve the assump-
tion if it finds: that the assumption was lawfully made; that the
assumption does not deleteriously affect the health, safety or
welfare of the residents of a county or municipality; and that the
assumption represents an efficient and feasible means of providing
the service or function. The board shall, in approving the assump-
tion, certify to the county or municipality assuming the service
or function the amount of appropriation to fund the serviee or
funetion which shall be eligible for the provisions of this seetion.

4. (New section) As used in this amendatory and supplementary
act, “index rate” means the rate of annual percentage increase,
rounded to the nearest half-percent, in the Implicit Price Deflator
for State and Local Government Purchases of Goods and Services,
computed and published quarterly by the United States Department
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of Commerce, Bureau of Economic Analysis, calculating the annual
increase therein at the second quarter which occurred in the next
preceding local budget year. The Director of the Division of Local
Government Services shall promulgate annually, on or before
October 1, the index rate to apply in the next following local budget
year.

5. Section 3 of P. L., 1976, c. 68 (C. 40A:4-45.3) is amended to
read as follows:

3. In the preparation of its budget a municipality shall limit any
increase in said budget to 5% or the mndex rate, whichever is less,
over the previous year’s final appropriations subject to the follow-
ing exceptions:

a. The amount of revenue generated by the increase in its valua-
tions based solely ou applying the preceding year’s general tax rate
of the municipality to the assessed value of new construction or
improvements;

b. Capital expenditures including appropriations for current
capital expenditures whether in the capital improvement fund, or
as a component of a line item elsewhere in the budget, provided
that any such current capital expenditure would be otherwise bond-
able under the requirements of N. J. 8. 40A :2-21 and 40A:2-22;

¢. Anincrease hased upon: (1) emergency temporary appropria-
tions made pursuant to N. J. S. 40A :4-20 to meet an urgent situa-
tion or event which immediately endangers the health, safety or
property of the residents of the municipality, and over which the
governing body had no control and for which it could not plan; (2)
emergency appropriations made pursuant to N. J. S. 40A :4-46 and
special emergency appropriations made pursuant to N. J. S.
40A :4-53; or (3) special emergency appropriations made pursuant
to N. J. 8. 40A:4-54, section 1 of P. L. 1961, ¢. 22 (C. 40A :4-55.1)
or section 1 of P. L. 1968, c. 194 (C. 40A:4-55.13). Emergency
temporary appropriations, special emergency appropriations and
emergency appropriations under (1) and (2) above shall be
approved by at least two-thirds of the governing body and by the
Director of the Division of Loecal Government Services, and shall
not exceed in the aggregate 3% of the previous year’s final current
operating appropriations. Special emergenecy appropriations under
(3) above shall be approved by at least two-thirds of the governing
body, and shall not exceed in the aggregate 3% of the previous
year’s final current vperating appropriations. Neither procedure
shall apply to appropriations adopted for a purpose referred to in
subsections d. or j. below[.1;

d. All debt service, including that of a Type I school distriet;
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- e. Amounts required for furding n preceding year’s deficit;

f. Amounts reserved for uncollected taxes;

g. Expenditures mandated after the effective date of this act
pursuant to State or federal law;

h. Expenditure of amounts derived from new or increased service
fees imposed by ordinance, or derived from: the sale of municipal
assets;

1. When approved by referendum;

J. Amounts required to be paid pursuant to any contract with
respect to use, services or provision of any project, facility or
public improvement for water, sewer, solid waste, parking, senior
citizen housing or any similar purpose, or payvments on account of
debt service therefor, between a municipality and any other
municipality, county, school or other district, agency, authority,
comumission, instrumentality, public corporation, body corporate
and politie or political subdivision of this State. With respect to
the amounts required to be paid for senior citizen housing in the
above cited political subdivisions or bodies, the exceptions shall
be subject to the review and approval of the Liocal Finance Board ;

k. Amounts required to be paid by any constituent municipality
of the Hackensack Meadowlands Distriet established pursuant to
article 2 of the “Hackensack Meadowlands Reclamation and
Development Aet,” (P. L. 1968, c. 404; C. 13:17-4) to the inter-
muniecipal account established pursuant to article 9 of said act
(C. 13:17-60 through 13:17-76) ;

1. Programs funded wholly or in part by federal or State funds
and amounts received or to be received from federal, State or other
funds in reimbursement for local expenditures; for]

m. Amounts [expended] appropriated to fund any increase in
public utility, fuel oil, gasoline or heating oil charges which exceeds
by more than 10% the [previous year’s final expenditures for such
purposes] amount produced by subtracting from the amount
appropriated in the previous year for these purposes that amount
which was excepted pursuant to this subsection wn that previous
year;

n. Increased revenue from payments in lieu of taxes on any prop-
erty owned by a tax-exempt public entity, to the extent that the pay-
ment received for any single property exceeds the amount of real
property taxes received on that property in the year immediately
prior to acquisition by the public entity, or, in the case of State
property subject to P. L. 1977, c. 272 (C. 54:4-2.2a et seq.), to the
extent that the total State payment exceeds the amount of the pay-

ment recewed in the 1982 budget year;
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0. Any decrease in amounts recewed pursuant to any federal
general purposes aid program from the amounts received i local
hudgel year 1982, after deducting from the decrease any amount of.
new or tnereased federal or State general purposcs aid explicitly
provided for the purpose of replacing the decrease in federal aid; or

p. Ademounts expended for the conduct of a special election re-
quired by law to be held at a time other than the time of the general
election or the time of a regular municipal election.

6. Section 4 of P. L. 1976, c¢. 68 (C. 40A :4-45.4) is amended to
read as follows:

4. In the preparation of its budget, a county may not inerease
the county tax levy to be apportioned among its constituent muniei-
palities in excess of 5% or the index rate, whichever is less, of the
previous vear’s county tax levy, subject to the following exceptions:

a. The amount of revenue generated by the increase in valuations
within the county based solely on applying the preceding vear’s
county tax rate to the apportionment valuation of new construction
or improvements within the county and such inecrease shall be
levied in direct proportion to said valuation;

b. Capital expenditures including appropriations for current
capital expenditures whether in the capital improvement fund, or
as a component of a line item elsewhere in the budget, provided
that any such current capital expenditure would be otherwise
boudable under the requirements of N. J. S. 40A:2-21 and
40A :2-22;

c. An iucrease based upon: (1) emergency temporary appropria-
tions made pursuant to N. J. 8. 40A :4-20 to meet an urgent situa-
tion or event which immediately endangers the health, safety
or property of the residents of the county, and over which the
governing body had no control and for which it could not plan; (2)
emergency appropriations made pursuant to N. J. S. 40A :4-46 and
special emergency appropriations made pursuant to N. J. 8.
40A :4-53; or (3) special emergency appropriations made pursuant
to N. J. 8. 40A :4-54, section 1 of P. L. 1961, ¢. 22 (C. 40A :4-55.1),
or section 1 of P. L. 1968, c. 194 (C. 40A:4-55.13). Emergency
temporary appropriations, special emergency appropriations and
emergency appropriations under (1) and (2) above shall be
approved by at least two-thirds of the governing body and, where
appropriate, approved by the chief executive officer of the county,
and further approved by the Director of the Division of Local
Goverument Services, and shall not exceed in the aggregate 3% of

the previous year’s final current operating appropriations. Special

emergency appropriations under (3) above shall be approved by
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at least two-thirds of the governing body, and, where appropriate,
approved by the chief executive officer of the count:, and shall not
exceed in the aggregate 3% of the previous year’s final current
operating appropriations. Neither procedure shall apply to appro-
priations adopted for a purpose referrved to in snbsections d. or f.
below;

d. All debt service;

e. Ixpenditures mandated after the ecilective date of this act
pursuant to State or federal law;

f. Amounts required fo be paid pursuant to any coutract with
respect to use, services or provisions of anv projeet, facility or
public improvement for water, sewer, solid waste, parking, senior
citizen housing or any simliar purpose, or puvments on account
ol debt service therefor, between a connty, und any other county,

municipality, school or other district, ageney, authority, commis-

;
sion, instrumentality, public corporation, body corporate and
politic or political subdivision of this State. With respect to the
amounts required to be paid for senior citizen housing in the above
cited political subdivisions or bodies, the exceptions shall he sub-
ject to the review and approval of the Local Finance Board;

g. That portion of the county tax levy which represents funding
to participate in any federal or State aid program and amounts
received or to be received from federval, State or other funds in
veimbursement for local expenditures; [or]

Ii. Amounts [expended] appropriated to fund any increase in
publie ntility, fuel oil, gasoline or heating oil charges which exceeds
by more than 10% the [previous year’s final expenditures for such
purposes] amount produced by subtracting from the amount
appropriated in the previous year for these purposes that amount
which was excepted pursuant to this subsection in that previous
year;

1. Any decrease in amounts received pursuant to any federal
general purposes aid program from the amounts recewved in local
budget year 1982, after deducting from the decrease any amount
of new or mereased federal or State general purposes aid explicitly
provided for the purpose of replacing the decrease in federal aid;
or

7. Amounts expended for the conduct of eny special election re-
quired by law to be held at o time other than the time of the
general election.

7. (New section) Notwithstanding the provisions of sections 2, 3
or 4 of P. L., 1976, c. 68 (C. 40A :4-45.2, 40A :4-45.3 and 40A 4-45.4)

to the contrary, in any year for which the index rate exceeds 5%,
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a municipality may, by ordinance, or a county may, by ordinance or
resolution, as appropriate, provide that in the local budget year to
which the ordinance or resolution applies, the final appropriations
of the municipality, or the tax levy of the county, shall be increased
by a percentage rate, greater than 5% but not to exceed the index
rate, over the previous year’s final appropriations, or county tax
levy, as the case may be.

The ordinance or resolution, as appropriate, shall be introduced
after January 1 of the local budget vear to which it applies and
prior to the date provided by law for the introduction and approval
of the annual budget of the munieipality or county. The ordinance
or resolution shall state the greater percentage rate to be adopted
and the additional amount of increased final appropriations or tax
levy which that greater percentage rate represents over that which
the 5% rate represents, and the individual appropriations items to
which the additional amount applies setting forth for each appli-
cable appropriations item the amount to he appropriated: a. if the
the greater percentage rate is adopted; and h. if the greater per-
centage rate is not adopted. The ordinance or resolution may,
thereafter, be adopted, after publication and a public hearing
separately afforded upon 10 days notice dunly published, by a
*two-thirds* majority vote of the authorized membership of the
governing body. Ay procedures provided in a form of local govern-
ment for the exercise of veto powers by a mayvor or county executive
with respect to ordinances generally shall pertain. An ordinance or
resolution so adopted shall, notwithstanding anv other provision of
law, take effect immediatelv upon adoption.

Upon adoption of the ordinance or resolution, the permissible
final appropriations of the municipality, or permissible county
tax levy of the county, shall be calculated for the year as provided
in seetion 3 or 4 of P. L. 1976, c. 68 (C. 40A :4-45.3 or 40A :4-45.4),
except that the percentage rate so adopted shall be used. The final
appropriations or county tax levy so calculated shall be used in the
immediately following year for the purposes of section 2 of P. L.
1976, c. 68 (C. 40A :4-45.2).

A copy of any ordinance or resolution introduced pursuant to
this section shall be filed with the Director of the Division of Local
Government Services within five days of introduction, and a copy
of the ordinance or resolution adopted shall be filed with the
director within five days of adoption.

In any year for which an ordinance or resolution is adopted by a

municipality pursuant to this section, no referendum shall be held

in that municipality pursuant to subsection i. of section 3 of P. L.
1976, c. 68 (C. 40A :4-45.31).
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8. (New section) Notwithstanding any provisions of . T.. 1976,
c. 68 (40A :4-45.1 et seq.) to the contrary, a municipality or county,
which, in any year subsequent to 1982 for which the index rate is
greater than 5%, increases its final appropriations or county tax
levy in an amount less than that permitted under the 5% percentage
rate, shall be permitted to appropriate the difference between the
amount of its actual final appropriations or county tax levy and the
amount of its permitted final appropriations or county tax levy
under the 5% percentage rate, as an exception to its final appropria-
tions or county tax levy in either of the next two succeeding years.
In the year immediately following the year in which the amount of
difference is so appropriated, the amount of difference shall be
added to the final appropriations or county tax levy of the preceding
year for the purposes of section 2 of P. L. 1976, c¢. 68 (C.
40A :4-45.2).

9. (New section) In any public referendum conducted by a mu-
nicipality pursuant to subsection i. of section 3 of P. L. 1976, c. 68
(C. 40A :4-45.31.), the public question to be submitted to the voters
at the referendum election shall state only the amount by which the
final apporpriations of the municipality shall be increased by more
than the permissible level over the previous year’s final appropria-
tions if the question is approved by the voters, and the percentage
rate of increase which that amount represents over the permissible
rate. There shall be set forth in an accompanying explanatory state-
ment a list of the appropriations line items to which the increased
amount shall apply and such other relevant information as the
governing body may wish to include therein.

A resolution adopted by a municipality to authorize the conduect
of such a referendum shall set forth, in addition to the above, the
amount to be appropriated for each applicable appropriations
item: a. if the referendum question is approved by the voters; and
b. if the referendum question is disapproved by the voters.

10. (New section) a. There is established a commission to be
known as the Local Expenditure Limitations Advisory Commission.
The commission shall consist of 10 members, three of whom shall
be appointed by the Governor, three of whom shall be appointed
by the President of the Senate, three of whom shall be appointed
by the Speaker of the General Assembly, and one of whom shall be
the Director of the Division of Local Government Services, who
shall serve ex officio. Hach member so appointed shall possess ex-
pertise in local government, local finance or economie analysis, and
no member shall be a nominee for, or hold, an elective office during

his period of service on the commission.
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b. Members of the commission shall serve for a term of four
years, Vacancies in the membership of the commission shall be
filled in the same manner as the original appointment, but for the
unexpired term. Members of the commission shall serve without
compensation, but shall be reimbursed for traveling and other ex-
penses incurred in the performance of their duties, within the limits
of funds appropriated or otherwise made available fo the com-
mission.

c. The commission shall seleet from among its members a chair-
man and a vice chairman, and shall select a secretary, who need
not be a member of the commission.

d. Tt shall be the duty of the commission to conduet a continuing
review of the provisions of P. L. 1976, c. 68 (C. 40A : 4-45.1 et seq.),
and to collect and assemble information and data on the effects of
that law upon counties, municipalities and property taxpayers of
this State. In the course of its review, the commission shall give
particular atlention: to the role which that law plays in controlling
the relative balance between property taxes and other sources of
local revenue; to anyv economic developments, and any executive
or legislative or judicial actions, which may affect that relative
balance or the efficacy of the law; and to any unforeseen effects of
the law on the financial stability or efficiency of local governments.

e. The commission shall report annually, on or before October 1,
to the Governor and the Legislature on the above matters, and shall
include in that report information and data with respect to at least
the following matters:

(1) The utilization by counties and municipalities of the loeal
ordinance option and referendum option provided by the law for
the purpose of permitting local governments to exceed the limita-
tions on increases in final appropriations or county tax levies, in-
cluding data for each instance of utilization, and data on current
and cumulative increases in categories of appropriations items
taken under each of these options;

(2) A list of instances of services or functions for which eligi-
bility was extended under section 3 of this amendatory and supple-
mentary act, and information and cumulative data on categories of
services or functions assumed in various service or function areas,
and on transfers of services or functions between types of local
public entities;

(3) The utilization by counties and municipalities of the pro-
visions of section 8 of this amendatory and supplementary act; and

(4) A statement of the index rate to apply in the next following
local budget year, and any alteratjons which have occurred in the
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method of calculation of that index rate since enactment, including
any recommendations for legislation to compensate for any effects
of those alterations.

f. The commission shall be entitled to call to its assistance such
personnel of any State agency, county, municipality or political
subdivision as it may require in order to perform its duties under
this act. The commission may make use of existing studies, surveys,
plans, data and other materials in the possession of any State
agency, or any county, muunicipality or political subdivision of the
State. Each State agency, county, municipality and political sub-
division of the State shall make any information or materials
available to the commission as it may require to perform its respon-
sibilities under this act. The commission may meet and hold hear-
ings at such places and times as it shall designate.

11. Section 7 of P. 1. 1976, ¢. 68 is amended to read as follows:

7. This act shall take effect immediately and be applicable to the
tax years beginning in 1977 and shall expire December 31, [1982]
1986,

12. This act shall take effect immediately.
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INTRODUCED DECEMBER 16, 1982

By Senators LYNCII, RODGERS, CAUFIELD, ORECHIO
and HIRKALA

Referred to Committee on County and Municipal Governinent

Ax Acr concerning limitations imposed upon inereases in munieipal
final appropriations and county tax levies, and amending and
supplementing P. L. 1976, c. 68.

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

of New Jersey:
1. {(New section) The Legislature finds that the constraints

placed upon local government by P. L. 1976, c¢. 68 (C. 40A:4-45.1
et seq.) are successfully accomplishing their purpose of controlling
the growth in the cost of local government.

The Legislature finds, however, that a uniform fixed percentage
limitation on increases in expenditures has not adequately reflected
either national economic trends or the differing needs of the various
local governments of the State. As a result, local governments
have been unevenly affected in their ability to provide necessary
services to their residents.

The Legislature, therefore, determines that P. L. 1976, ¢. 68
requires adjustment to provide for an annually variable percentage
limitation which more accurately reflects annual nationwide in-
creases in the basic costs of governmental operations, to provide
a mechanism whereby local officials and taxpayers ean examine the
particular needs of their community and determine whether or
not the use of this limitation more nearly addresses those needs,
and to modify several features of the law which have proven to
be arbitrary or to result in unintended effects on the structure of
local government.

EXPLANATION—Matter enclosed in bold-faced brackets [thnsl 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 stars has been adopted as follows:
*.-Assembly amendments adopted Jannary 11, 1983.
**_Genate amendment adopted January 24, 1983.
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2. Section 2 of P. L. 1976, c. 68 (C. 40A :4-45.2) is amended to read
as follows:

2. Beginning with the tax year 1977 municipalities other than
those having a municipal purposes tax [levy] rate of $0.10 or less
per $100.00 and counties shall be prohibited from increasing their
final appropriations by more than 5% or the index rate, whichever
1s less, over the previous year except within the provisions set
forth hereunder.

For the purpose of this section, in computing its final appropria-
tions for the previous year, a municipality or county shall include,
as part of its final appropriations:

a. Amounts of revenue generated by an increase in its valuations
based solely on applying the preceding year’s local purposes tax
rate of the municipality to the assessed value of new construetion
or improvements, or on applying the preceding year’s county tax
rate to the apportionment valuation of new construction or im-
provements, as may be appropriate;

b. Revenues derived in the previous year from new service fees,

or from any increase in any previously imposed service fees im-

posed by ordinance;

c. Amounts approved by referendum, pursuant to subsection 1.
of seetion 3 of P. L. 1976, ¢. 68 (C. 40A :4-45.3) and section 1 of
P. L. 1979, c. 268 (C. 40A:4-45.3a);

d. Increased revenue receiwved in the preceding year from pay-
ments in lieu of taxes on any property owned by a tax-exempt public
entity, to the extent that the payment is excepted pursuant to sub-
section n. of section 8 of P. L. 1976, ¢. 68 (C. 404 :4-45.3).

In each budget year subsequent to 1981, and in the case of a
county in each budget year subsequent to 1982, whenever any mu-
nicipality or counmty shall have transferred to any local public
utility, any local publie authority or any special purposes distriet,
during the immediately preceding budget year, or at any time
during the current budget year prior to the final adoption of the
budget, any service or function funded during the immediately
preceding budget year, either partially or wholly from appropria-
tions in the muniecipal or county budget, the municipality or county
shall deduet from its final appropriations upon which its permissi-
ble expenditures are calculated, or upon which its permissible
county tax levy is calculated, pursuant to this section the amount
which the municipality or county expended for that service or
funection during the last full budget year thronghout which the

service or function so transferred was funded from appropriations

in the muuicipal or county budget.
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3. (New section) a. In any budget year subsequent to 1982,
whenever a county or municipality shall have lawfully assumed,
during the immediately preceding budget year, or at any time
during the current budget year prior to the final adoption of the
budget, the provision of any serviee or function funded during the
immediately preceding budget year wholly by a local public utility,
a local public authority or a special purposes distriet, and where
the provision of that service or function by the county or munici-
pality is the result of the lawful dissolution of the public utility,
public authority, or special services district previously providing
the service or function, the county or municipality shall add to the
final appropriations for the current budget vear upon which its
permissible expenditures are calculated, or upon which its per-
missible county tax levy is calculated, the amount certified by the
Local Finance Board for appropriation by the county or munici-
pality to fund that service or function in the current budget year.

b. In any budget year subsequent to 1982, whenever a county
shall have lawfully assumed, during the immediately preceding
budget year, or at any time during the current budget year priov
to the final adoption of the budget, the provision of any serviee
or funetion funded during the immediately preceding budget year
wholly or partially by one or more municipalities within the county
from appropriations in the munricipal budget, the county shall add
to the final appropriations for the current year upon which its
permissible county tax levy is calculated the amount certified by
the Local Finance Board for appropriation by the county to fund
that service or function in the current budget year.

¢. The Local Finance Board shall approve the assumption of
any service or function for the purpose of its eligibility under the
provisions of this section. The board shall approve the assump-
tion if it finds: that the assumption was lawfully made; that the
assumption does not deleteriously affect the health, safetv or
welfare of the residents of a county or municipality; and that the
assumption represents an efficient and feasible means of providing
the service or function. The board shall, in approving the assump-
tion, certify to the county or municipality assuming the service
or function the amount of appropriation to fund the service or
funetion which shall be eligible for the provisions of this section.

4, (New section) As used in this amendatory and supplementary
act, “index rate” means the rate of annual percentage increase,
rounded to the nearest half-percent, in the Implicit Price Deflator
for State and Local Government PPurchases of (ioods and Services,

computed and published quarterly by tlie United States Department
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of Commeree, Bureaun of Economie Analysis, calculating the annual
increase therein at the second quarter which occurred in the next
preceding iocal budget year. The Director of the Division of Loecal
Government Services shall prommulgate annually, on or before
October 1, the index rate to apply iu the next following local budget
year.

5. Section 3 of P. L. 1976, c. 68 (C. 40A:4-45.3) is amended to
read as follows:

3. In the preparation of its budget a munieipality shall limit any
inerease in said budget to 5% or the index rate, whichever is less,
over the previous year’s final appropriations suhject to the follow-
ing exceptions:

a. The amount of revenue generated by the increase in its valua-
tions based solely on applying the preceding year’s general tax rate
of the municipality to the assessed value of new construction or
improvements;

b, Capital expenditures including appropriations for current
capital expenditures whether in the capital improvement fund, or
as a cormponent of a line item elsewhere in the budget, provided
that any such current capital expenditure would be otherwise bond-
able under the requirements of N, J. 8. 40A:2-21 and 40A.:2-22;

¢. An increase based npon: (1) emergency temporary appropria-
tions made pursuant to N. J. S. 40A :4-20 to meet an urgent situa-
tion or event which immediately endangers the health, safety or
property of the vesidents of the municipality, and over which the
coverning body had no econtrol and for which it could not plan; (2)
emergency appropriations made pursuant to N. J. 8. 40A :4-46 and
special emergency appropriations made pursuant to N. J. 8.
40A :4-53; or (3) special enrergency appropriations made pursuant
to N. J. S. 40A :4-54, section 1 of P. 1. 1961, ¢, 22 (C. 40A :4-55.1)
or scetion 1 of . L. 1968, c. 194 (C. 40A:4-55.13). Ilmergency
teiporary appropriations, special emergency appropriations and
emergeney appropriations uunder (1) and (2) above shall be
approved by at least two-thirds of the governing hody and by the
Director of the Division of Local Government Services, and shall
not exceed in the aggregate 3% of the previous year’s final current
operating appropriations. Special emergency appropriations under
(3) above shall be approved by at least two-thirds of the governing
hody, and shall not exceed in the aggregate 3% of the previons
year’s final current vperating appropriations. Neither procedure
shall apply to appropriations adopted for a purpose referred to in

subsections d. or j. belowl[.];

d. All debt service, including that of a Type T school distriet;
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e. Amounts required {or funding a preceding year’s deficit:

f. Amounts reserved for uncollected taxes;

g. Expenditures mandated after the effective date of this act
pursuant to State or federal law;

h. Expenditure of amounts derived from new or increased service
fees imposed by ordinance, or derived from the sale of municipal
assets;

1. When approved by referendum;

J- Amounts required to be paid pursuant to any contract with
respect to use, services or provision of any project, facility or
public improvement for water, sewer, solid waste, parking, senior
citizen housing or any similar purpose, or payments on account of
debt service therefor, between a municipality and any other
municipality, county, school or other district, agency, authority,
conunission, instrumentality, public corporation, body corporate

nd politic or political subdivision of this State. With respect to
{he amonnts required to be paid for senior citizen housing in the
above cited political subdivisions or bodies, the cxceptions shall
be subject to the review and approval of the Local Finance Board;

k. Amounts required to be paid by any constitueut munieipality
of the Hackensack Meadowlands Distriet established pursuant to
article 2 of the *“‘Hackensack Meadowlands Reclamation and
Development Act,” (P. L. 1968, c. 404; C. 13:17-4) to the inter-
municipal account established pursuant to article 9 of said act
(C. 13:17-60 through 13:17-76) ;

1. Programs funded wholly or in part by federal or State funds
and amounts received or to be received from federal, State or other
funds in reimbursement for local expenditures; Forj

m. Amounts [expended} appropriated to fund any increase in
public utility, iuel oil, gasoline or heating oil charges which excecds
by more than 10% the {previous year’s final expenditures for such
purposes] amount produced by subtracting from the amount
appropriated in the previous year for these purposes that amount
which was excepted pursuant to this subscction in that previous
year; ,

n. Increased revenue from payments in liew of taxes on any prop-
erty owned by a taz-exempt public entity, to the extent that the pay-
ment received for any single property exceeds the amount of rcal
property tazes received on that property in the year immediately
prior to acquisition by the public entity, or, m the case of State
property subject to P. 1. 1977, ¢. 272 (C. 54:4-2.2a el seq.), to the
extent that the total Siate payment exceeds the amount of the pay-

ment recetved i the 1982 budgel year;
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0. Any decrease in amounts received pursuant to any federal
general purposes aid program from the amounts received in local
budget year 1982, after deducting from the decrease any amount of
new or increased federal or State gemeral purposes aid explicitly
provided for the purpose of replacing the decrease in federal aid; or

p. Amounts expended for the conduct of a special election re-
quired by law to be held at a time other than the time of the general
election or the time of a regular municipal election.

6. Section 4 of P. L. 1976, c. 68 (C. 40A:4-45.4) is amended to
read as follows:

4, In the preparation of its budget, a county may not increase
the county tax levy to be apportioned among its constituent muniei-
palities in excess of 5% or the index rate, whichever is less, of the
previous year’s county tax levy, subject to the following exceptions:

a. The amount of revenue generated by the increase in valuations
within the county based solely on applying the preceding year’s
county tax rate to the apportionment valuation of new construction
or improvements within the county and such increase shall be
levied in direct proportion to said valuation;

b. Capital expenditures including appropriations for current
capital expenditures whether in the capital improvement fund, or
as a component of a line item elsewhere in the budget, provided
that any such current capital expenditure would be otherwise
bondable under the requirements of N. J. 8. 40A:2-21 and
40A :2-22;

c. An increase based upon: (1) emergeucy temporary appropria-
tions made pursuant to N. J. S. 40A :4-20 to meet an urgent situa-
tion or event which immediately endangers the health, safety
or property of the residents of the county, and over which the
governing body had no control and for which it could not plan; (2)
emergency appropriations made pursuant to N. J. S. 40A :4-46 and
special emergency appropriations made pursuant to N. J. S.
40A :4-53; or (3) special emergency appropriations made pursuant
to N. J. S. 40A :4-54, section 1 of P. L. 1961, ¢c. 22 (C. 40A :4-55.1),
or section 1 of P. L. 1968, c. 194 (C. 40A :4-55.13). Emergency
temporary appropriations, special emergeney appropriations and
emergency appropriations under (1) and (2) above shall be
approved by at least two-thirds of the governing body and, where
appropriate, approved by the chief executive officer of the county,
and further approved by the Director of the Division of Local
Government Services, and shall not exceed in the aggregate 3% of

the previous year’s final current operating appropriations. Special

emergency appropriations under (3) above shall be approved by
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at least two-thirds of the governing body, and, where appropriate,
approved by the chief executive officer of the county, and shall not
exceed in the aggregate 3% of the previous year’s final current
operating appropriations. Neither procedure shall apply to appro-
priations adopted for a purpose referred to in subsections d. or f.
below;

d. All debt service;

e. Expenditures mandated after the effective date of this act
pursuant to State or federal law;

f. Amounts required to be paid pursuant to any contract with
respect to use, services or provisions of any project, facility or
public improvement for water, sewer, solid waste, parking, senior
citizen housing or any simliar purpose, or payments on account
of debt service therefor, between a county, and any other county,
municipality, school or other distriet, agency, authority, commis-
sion, instrumentality, public corporation, body corporate and
politic or political subdivision of this State. With respect to the
amounts required to be paid for senior citizen housing in the above
cited political subdivisions or bodies, the exceptions shall be sub-
ject to the review and approval of the L.ocal Finance Board;

g. That portion of the county tax levy which represents funding
to participate in any federal or State aid program and amounts
received or to be received from federal, State or other funds in
reimbursement for local expenditures; For]}

h. Amounts [expended]} appropriated to fund any increase in
public utility, fuel oil, gasoline or heating oil charges which exceeds
by more than 10% the [previous year’s final expenditures for such
purposes] amount produced by subtracting from the amount
appropriated in the previous year for these purposes that amount
which was excepted pursuant to this subsection in that previous
year;

i, Any decrease in amounts received pursuant to any federal
general purposes aid program from the amounts received in local
budget year 1982, after deducting from the decrease any amount
of new or increased federal or State general purposes aid ewplicitly
provided for the purpose of replacing the decrease in federal aid;
or

j. Amounts expended for the conduct of any special election re-
quired by law to be held at a time other than the time of the
general election.

7. (New section) Notwithstanding the provisions of sections 2, 3
or 4 of P. L. 1976, . 68 (C. 40A:4-45.2, 40A :4-45.3 and 40A :4-45.4)
to the contrary, in any year for which the index rate exceeds 5%,
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a municipality may, by ordinance, or a county may, by ordinance or
resolution, as appropriate, provide that in the local budget year to
which the ordinance or resolution applies, the final appropriations
of the municipality, or the tax levy of the county, shall be increased
by a percentage rate, greater than 5% but not to exceed the index
rate, over the previous year’s final appropriations, or county tax
levy, as the case may be.

The ordinance or resolution, as appropriate, shall be introduced
after January 1 of the local budget yvear to which it applies and
prior to the date provided by law for the introduction and approval
of the annual budget of the municipality or county. The ordinance
or resolution shall state the greater percentage rate to be adopted
and the additional amount of increased final appropriations or fax
levy which that greater percentage rate represents over that which
the 5% rate represents, and the individual appropriations items to
which the additional amount applies setting forth for each appli-
cable appropriations item the amount to be appropriated: a. if the
the greater percentage rate is adopted: and h. if the greater per-
centage rate is not adopted. The ordinance or resolution may,
thereafter, be adopted, after publication and a public hearing
separately afforded upon 10 days uotice duly published, by a
B * two-thirds*1** majority vote of the anthorized menmbership of
the governing hody. Any procedures provided in a form of loecal
poverniient for the exercise of veto powers by a mayor or county
executive with respect to ordinances generally shall pertain. An
ordinance or resolution so adopted shall, notwithstanding any other
provision of law, take effect immediately upon adoption.

Upon adoption of the ordinance or resolution, the permissible
final appropriations of the municipality, or permissible county
tax levy of the county, shall be calculated for the year as provided
in section 3 or 4 of P. L. 1976, ¢. 68 (C. 40A :4-45.3 or 40A :4-45.4),
except that the percentage rate so adopted shall be used. The final
appropriations or county tax levy so calenlated shall be used in the
immediately following year for the purposes of section 2 of P. L,
1976, c. 68 (C. 40A :4-45.2).

A copy of any ordinance or resolution introduced pursuant to
this section shall be filed with the Director of the Division of Loeal
Government Services within five days of introduction, and a copy
of the ordinance or resolution adopted shall be filed with the
director within five days of adoption.

In any year for which an crdinance *[or resolution§* is adopted

by a municipality pursuant to this section, no referendum shall be

lield in that municipality pursnant tc subsection i. of section 3 of
P. L. 1976, c. 68 (C.40A :4-45.31).
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*No municipality adopting an ordinance pursuant to this section
shall, in the year for which that ordinance is adopted, be entitled to
the exception authorized pursuant to subsection m. of section 3 of
P. L. 1976, c. 68 (C. 404 :4-45.3).

No county adopting an ordinance or resolution, as appropriate,
pursuant to this section shall, in the year for which that ordinance
or resolution is adopted, be entitled to the exceplion authorized
pursuant to subsection h. of secltion 4 of P. L. 1976, c. 68 (C.
404 :4-45.4).*

8. (New section) Notwithstanding any provisions of P. L. 1976,
c. 68 (40A.:4-45.1 et seq.) to the contrary, a municipality or county,
which, in any year subsequent to 1982 for which the index rate is
greater than 5%, increases its final appropriations or county tax
levy in an amount less than that permitted under the 5% percentage
rate, shall be permitted to appropriate the difference between the
amount of its actual final appropriations or county tax levy and the
amount of its permitted final appropriations or county tax levy
under the 5% percentage rate, as an exception to its final appropria-
tions or county tax levy in either of the next two succeeding years.
In the year immediately following the year in which the amount of
difference is so appropriated, the amount of difference shall be
added to the final appropriations or county tax levy of the preceding
year for the purposes of section 2 of P. L. 1976, c¢. 68 (C.
40A :445.2),

9. (New section) In any public referendum conducted by a mu-
nicipality pursuant to subsection i. of section 3 of P. L. 1976, c. 68
(C, 40A :4-45.31,), the public question to be submitted to the voters
at the referendum election shall state only the amount by which the
final apporpriations of the municipality shall be increased by more
than the permissible level over the previous year’s final appropria-
tions if the question is approved by the voters, and the percentage
rate of increase which that amount represents over the permissible
rate. There shall be set forth in an accompanying explanatory state-
ment a list of the appropriations line items to which the increased
amount shall apply and such other relevant information aa the
governing body may wish to include therein.

A resolution adopted by a munieipality to authorize the conduct
of such a referendum shall set forth, in addition to the above, the
amount to be appropriated for each applicable appropriations
item: a. if the referendum question is approved by the voters; and
b. if the referendum question is disapproved by the vaters.

10. (New section) a. There is established a commission to be
known as the Loeal Expenditure Limitations Advisory Commission.
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The commission shall consist of 10 members, three of whom shall
be appointed by the Governor, three of whom shall be appointed
by the President of the Senate, three of whom shall be appointed
by the Speaker of the General Assembly, and one of whom shall be
the Director of the Division of Local Government Services, who
shall serve ex officio. Fach member so appointed shall possess ex-
pertise in local government, local finance or economic analysis, and
no member shall be a nominee for, or hold, an elective office during
his period of service on the commission.

b. Members of the commission shall serve for a term of four
yvears. Vacancies in the membership of the commission shall be
filled in the same manner as the original appointment, but for the
unexpired term. Members of the commission shall serve without
compensation, but shall be reimbursed for traveling and other ex-
penses incurred in the performance of their duties, within the limits
of funds appropriated or otherwise made available to the com-
mission.

¢. The commission shall select from among its members a chair-
man and a vice chairman, and shall select a secretary, who need
not be a member of the commission.

d. Tt shall be the duty of the commission to conduct a continuing
review of the provisions of P, 1. 1976, c. 68 (C. 40A : 4-45.1 et seq.),
and to collect and assemble information and data on the effects of
that law upon counties, municipalities and property taxpayers of
this State. In the course of its review, the commission shall give
particular attention: to the role which that law plays in controlling
the relative balance between property taxes and other sources of
local revenue; to any economic developments, and any executive
or legislative or judicial actions, which may affect that relative
balance or the efficacy of the law; and to any unforeseen effects of
the law on the financial stability or efficiency of local governments.

e. The commission shall report annually, on or before October 1,
to the Governor and the Legislature on the above matters, and shall
include in that report information and data with respect to at least
the following matters:

(1) The wutilization by counties and municipalities of the local
ordinance option and referendum option provided by the law for
the purpose of permitting local governments to exceed the limita-
tions on increases in final appropriations or county tax levies, in-
cluding data for each instance of utilization, and data on current
and cumulative increases in categories of appropriations items
taken under each of these options;

(2) A list of instances of services or functions for which eligi-
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bility was extended under section 3 of this amendatory and supple-
mentary act, and information and cumulative data on categories of
services or functions assumed in various service or function areas,
and on transfers of services or functions between types of local
public entities;

(3) The utilization by counties and municipalities of the pro-
visions of section 8 of this amendatory and supplementary act; and

(4) A statement of the index rate to apply in the next following
local budget year, and any alterations which have oceurred in the
method of caleulation of that index rate since enactment, including
any recommendations for legislation to compensate for any effects
of those alterations.

f. The cormmission shall be entitled to call to its assistance such
personnel of any State agency, county, municipality or political
subdivision as it may require in order to perform its duties under
this act. The commission may make use of existing studies, surveys,
plans, data and other materials in the possession of any State
agency, or any county, municipality or political subdivision of the
State. Bach State agency, county, municipality and political sub-
division of the State shall make any information or materials
available to the commission as it may require to perform its respon-
sibilities under this act. The commission may meet and hold hear-
ings at such places and times as it shall designate.

11. Section 7 of P. L. 1976, c. 68 is amended to read as follows:

7. This act shall take effect immediately and be applicable to the
tax years beginning in 1977 and shall expire December 31, [1982]
1986.

12. This act shall take effect immediately.




y
~&

A

[OFFICIAL COPY REPRINT]

SENATE, No. 2016

STATE OF NEW JERSEY

R - B A

NwliRe I = I

10
11
12
13
14
15
16
17
18
19
20

INTRODUCED DECEMBER 16, 1982

By Senators LYNCH, RODGERS, CAUFIELD, ORECHIO
and HIRKALA

Referred to Committee on County and Municipal Government

AN Acr concerning limitations imposed upon increases in munieipal
final appropriations and county tax levies, and amending and
supplementing P. L. 1976, c. 68.

BE 11 ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. (New section) The Legislature finds that the constraints
placed upon local government by P. L. 1976, c. 68 (C. 40A :4-45.1
et seq.) are successfully accomplishing their purpose of controlling
the growth in the cost of local government.

The Legislature finds, however, that a uniform fixed percentage
limitation on increases in expenditures has not adequately reflected
either national economic trends or the differing needs of the various
local governments of the State. As a result, local governments
have been unevenly affected in their ability to provide necessary
services to their residents.

The Legislature, therefore, determines that P. L. 1976, c. 68
requires adjustment to provide for an annually variable percentage
limitation which more accurately reflects annual nationwide in-
creases in the basic costs of governmental operations, to provide
a mechanism whereby local officials and taxpayers can examine the
particular needs of their community and determine whether or
not the use of this limitation more nearly addresses those needs,
and to modify several features of the law which have proven to
be arbitrary or to result in unintended effects on the strueture of

local government.

EXFLANATION—Matter enclosed in bold-faced brackets Lthus] 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 stars has been adopted as follows:
*_. Assembly amendments adopted January 11, 1983,
**_Senate amendment adopted January 24, 1983,
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2. Section 2 of P. L. 1976, c. 68 (C.40A :4-45.2) is amended to read
as follows:

2. Beginning with the tax year 1977 municipalities other than
those having a municipal purposes tax [levy] rate of $0.10 or less
per $100.00 and counties shall be prohibited from increasing their
final appropriations by more than 5% or the index rate, whichever
is less, over the previous year except within the provisions set
forth hereunder.

For the purpose of this section, in computing its final appropria-
tions for the previous year, a municipality or county shall include,
as part of its final appropriations:

a. Amounts of revenue generated by an increase in its valuations
based solely on applying the preceding year’s local purposes tax
rate of the municipality to the assessed value of new construction
or improvements, or on applying the preceding year’s county tax
rate to the apportionment valuation of new construction or im-
provements, as may be appropriate;

b. Revenues derived in the previous year from new service fees,
or from any inecrease in any previously imposéd service fees im-
posed by ordinance; |

e. Amounts approved by referendum, pursu‘ant to subsection i.
of section 3 of P. L. 1976, c. 68 (C. 40A:4-45.3) and section 1 of
P. L. 1979, . 268 (C. 40A:4-45.3a);

d. Increased revenue received in the preceding year from pay-
ments in lieu of taxes on any property owned by a tax-exempt public
entity, to the extent that the payment is excepted pursuant to sub-
section n. of section 8 of P. L. 1976, c. 68 (C. 404 :4-45.3).

In each budget year subsequent to 1981, and in the case of a
county in each budget year subsequent to 1982, whenever any mu-
nicipality or county shall have transferred to any loeal public
utility, any local public authority or any special purposes distriet,
during the immediately preceding budget year, or at any time
during the eurrent budget year prior to the final adoption of the
budget, any service or funetion funded during the immediately
preceding budget year, either partially or wholly from appropria-
tions in the municipal or county budget, the municipality or county
shall deduet from its final appropriations upon which its permissi-
ble expenditures are calculated, or upon which its permissible
county taxw levy is calculated, pursuant to this section the amount
which the municipality or county expended for that service or
function during the last full budget vear throughout which the
service or function so transferred was funded from appropriations
in the municipal or county budget.
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3. (New section) a. In any budget year subsequent to 1982,
whenever a county or municipality shall have lawfully assumed,
during the immediately preceding budget year, or at any time
during the current budget year prior to the final adoption of the
budget, the provision of any service or function funded during the
immediately preceding budget year wholly by a local public utility,
a local public authority or a speecial purposes district, and where
the provision of that service or function by the county or muniei-
pality is the result of the lawful dissolution of the public utility,
public authority, or special services distriet previously providing
the service or function, the county or municipality shall add to the
final appropriations for the current budget year upon which its
permissible expenditures are calculated, or upon which its per-
missible county tax levy is calculated, the amount certified by the
Local Finance Board for appropriation by the county or munici-
pality to fund that service or function in the current budget year.

b. In any budget year subsequent to 1982, whenever a county
shall have lawfully assumed, during the immediately preceding
budget year, or at any time during the current budget year prior
to the final adoption of the budget, the provision of any service
or function funded during the immediately preceding budget year
wholly or partially by one or more municipalities within the county
from appropriations in the municipal budget, the county shall add
to the final appropriations for the eurrent year upon which its
permissible county tax levy is calculated the amount certified by
the Local Finance Board for appropriation by the county to fund
that service or function in the current budget year.

¢. The Loecal Finance Board shall approve the assumption of
any service or function for the purpose of its eligibility under the
provisions of this section. The board shall approve the assump-
tion if it finds: that the assumption was lawfully made; that the
assumption does not deleteriously affect the health, safety or
welfare of the residents of a county or municipality; and that the
assumption represents an efficient and feasible means of providing
the service or funection. The board shall, in approving the assump-
tion, certify to the county or miunicipality assuming the service
or function the amount of appropriation to fund the service or
funection which shall be eligible for the provisions of this section.

4. (New section) As used in this amendatory and supplementary
act, “index rate” means the rate of annual percentage increase,
rounded to the nearest half-percent, in the Implieit Price Deflator
for State and Local Government Purchases of Goods and Services,

computed and published quarterly by the United States Department
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of Commerce, Bureau of Economic Analysis, calculating the annual
increase therein at the second quarter which occurred in the next
preceding local budget year. The Director of the Division of Local
Government Services shall promulgate annually, on or before
October 1, the index rate to apply in the next following local budget
year.

5. Section 3 of . L. 1976, c. 68 (C. 40A.:4-45.3) is amended to
read as follows:

3. In the preparation of its budget a municipality shall limit any
increase in said budget to 5% or the index rate, whichever is less,
over the previous year’s final appropriations subject to the follow-
ing exceptions:

a. The amount of revenue generated by the increase in its valua-
tions based solely on applying the preceding year’s general tax rate
of the munieipality to the assessed value of new construction or
improvements;

b. Capital expenditures including appropriatious for current
capital expenditures whether in the capital improvewent fund, or
as a component of a line item elsewliere in the budget, provided
that any such current capital expenditure would be otherwise bond-
able under the requirements of N. J. S. 40A :2-21 and 40A:2-22;

c. Anincrease based upon: (1) emergency temporary appropria-
tions made pursnant to N. J. S. 40A :4-20 to meet an nrgent situa-
tion or event which immediately endangers the health, safety or
property of the residents of the municipality, and over which the
governing body had no control and for which it could not plan; (2)
emergency appropriations made pursuant to N. J. S. 40A :4-46 and
special emergency appropriations made pursuant to N. J. S
40A :4-53; or (3) special emergency appropriations made pursuant
to N. J. S. 40A :4-54, section 1 of P. I.. 1961, c. 22 (C. 40A :4-55.1)
or section 1 of P. L. 1968, c. 194 (C. 40A:4-55.13). Iimergency
temporary appropriations, special emergeney appropriations and
emergency appropriations under (1) and (2) above shall be
approved by at least two-thirds of the governing body and by the
Director of the Division of Loecal Government Services, and shall
not exceed in the aggregate 3% of the previous year’s final current
operating appropriations. Special emergency appropriations under
(3) above shall be approved by at least two-thirds of the governing
body, and shall not exceed in the aggregate 3% of the previous
vear’s final current vperating appropriations. Neither procedure
shall apply to appropriations adopted for a purpose referred to in
subsections d. or J. below[.];

d. All debt service, including that of a Type T school district;
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e. Amounts required for funding a preceding year’s deficit;

f. Amounts reserved for uncollected taxes;

g. Expenditures mandated after the effective date of this act
pursuant to State or federal law;

h. Expenditure of amounts derived from new or inereased service
fees imposed by ordinance, or derived from the sale of municipal
assets;

i. When approved by referendum;

J- Amounts required to be paid pursuant to any contract with
respect to use, services or provision of any project, facility or

public improvement for water, sewer, solid waste, parking, senior

citizen housing or any similar purpose, or payments on account of
debt service therefor, between a municipality and any other
munieipality, county, schiool or other distriet, agency, authority,
comission, mstrumentality, publie corporation, body corporate
and politic or political subdivision of this State. With respect to
the amounts required to be paid for senior citizen housing in the
above cited political subdivisions or bodies, the exceptions shall
ke subjeet te the review and approval of thie Local FPinance Board;

k. Amounts required to be paid by any constituent munieipality
of the Hackensack Meadowlands District established pursuant to
article 2 of the “Hackeusack Meadowlands Reelamation and
Development Aet,” (P. 1. 1968, ¢. 404; C. 13:17-4) to the inter-
nunieipal account established pursuant to article 9 of said act
(C. 13:17-60 through 13:17-76) ;

. Programs funded wholly or in part by federal or State funds
and amounts received or to be received from federal, State or other
funds in reimbursement for local expenditures; for]}

m. Amounts fexpended]} appropriated to fund any increase in
public utility, {uel oil, gasoline or heating oil charges which exceeds
by more than 109 the {previous year’s final expenditures for such
purposes] amount produced by subiracting from the amount
appropriated in the previous year for these purposes thal amount
which was excepted pursuant to this subsection in that previous
yeary

n. Increased revenue from payments in liew of taxes on any prop-
erty owned by a tax-exempt public enlity, to the extent that the pay-
ment received for any single properly excecds the aimount of real
property taxes received on that property in the year immediately
prior to acquisition by the public entity, or, w the case of State
property subject to P. L. 1977, ¢. 272 (C. 54:4-2.2a ¢t seq.), to the
extent that the total State payment exceeds the amount of the pay-

ment received tn the 1982 budget year;
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0. Any decrease in amounts received pursuant to any federal
general purposes aid program from the amounts received in local
budget year 1982, after deducting from the decrease any amount of
new or wncreased federal or State general purposes aid explicitly
provided for the purpose of replacing the decrease in federal aid; or

p. Amounts expended for the conduct of a special election re-
quired by law to be held at a time other than the time of the general
election or the time of a regular municipal election.

6. Section 4 of P. L. 1976, ¢. 68 (C. 40A :4-45.4) is amended to
read as follows:

4. In the preparation of its budget, a county may not increase
the county tax levy to be apportioned among its constituent muniei-
palities in excess of 5% or the index rate, whichever is less, of the
previous year’s county tax levy, subject to the following exceptions:

a. The amount of revenue generated by the increase in valuations
within the county based solely on applying the preceding year’s
county tax rate to the apportionment valuation of new construction
or improvements within the county and such increase shall be
levied in direct proportion to said valuation;

b. Capital expenditures including appropriations for current
capital expenditures whether in the capital improvement fund, or
as a component of a line item elsewhere in the budget, provided
that any such current capital expenditure would be otherwise
bondable under the requirements of N. J. 8. 40A:2-21 and
40A :2-22;

¢. An increase based upon: (1) emergency temporary appropria-
tions made pursuant to N. J. S. 40A :4-20 to meet an urgent situa-
tion or event which immediately endangers the health, safety
or property of the residents of the county, and over which the
governing body had no control and for which it could not plan; (2)
emergency appropriations made pursuant to N. J. S. 40A :4-46 and
special emergency appropriations made pursuant to N. J. S.
40A :4-53; or (3) special emergency appropriations made pursuant
to N. J. S. 40A :4-54, section 1 of P. L. 1961, c. 22 (C. 40A :4-55.1),
or section 1 of P. L. 1968, c. 194 (C. 40A :4-55.13). Emergency
temporary appropriations, special emergency appropriations and
emergency appropriations under (1) and (2) above shall be
approved by at least two-thirds of the governing body and, where
appropriate, approved by the chief executive officer of the county,
and further approved by the Director of the Division of Local
Government Services, and shall not exceed in the aggregate 3% of
the previous year’s final current operating appropriations. Special

emergency appropriations under (3) above shall be approved by
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at least two-thirds of the governing body, and, where appropriate,
approved by the chief executive officer of the county, and shall not
exceed in the aggregate 3% of the previous year’s final current
operating appropriations. Neither procedure shall apply to appro-
priations adopted for a purpose referred to in subsections d. or f.
below;

d. All debt service;

e. Expenditures mandated after the effective date of this act
pursuant to State or federal law;

f. Amounts required to be paid pursuant to any contraet with
respect to use, services or provisions of any project, facility or
public improvement for water, sewer, solid waste, parking, senior
citizen housing or any simliar purpose, or payments on account
of debt service therefor, between a county, and any other county,
municipality, school or other district, agency, authority, commis-
sion, instrumentality, public corporation, body corporate and
politic or political subdivision of this State. With respect to the
amounts required to be paid for senior citizen housing in the above
cited political subdivisions or bodies, the exceptions shall be sub-
ject to the review and approval of the Local Finance Board;

g. That portion of the county tax levy which represents funding
to participate in any federal or State aid program and amounts
received or to be received from federal, State or other funds in
reimbursement for local expenditures; [or]}

h. Amounts [expended]} appropriated to fund any increase in
public utility, fuel oil, gasoline or heating oil charges which exceeds
by more than 10% the [previous year’s final expenditures for such
purposes] amount produced by subiracting from the amount
appropriated in the previous year for these purposes that amount
which was excepted pursuant to this subsection in that previous
year;

i. Any decrease im amounts received pursuant to any federal
general purposes aid program from the amounts received in local
budget year 1982, after deducting from the decrease any amount
of new or increased federal or State general purposes aid explicitly
provided for the purpose of replacing the decrease in federal aid;
or

j. Amounts expended for the conduct of any special electron re-
quired by law to be held at a time other tham the time of the
general election.

7. (New section) Notwithstanding the provisions of sections 2, 3
or 4 of P, L. 1976, ¢c. 68 (C. 40A :4-45.2, 40A :4-45.3 and 40A :4-45.4)

to the contrary, in any year for which the index rate exceeds 5%,
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a municipality may, by ordinance, or a county may, by ordinance or
resolution, as appropriate, provide that in the local budget year to
which the ordinance or resolution applies, the final appropriations
of the municipality, or the tax levy of the county, shall be increased
by a percentage rate, greater than 5% but not to exceed the index
rate, over the previous year’s final appropriations, or county tax
levy, as the case may be.

The ordinance or resolution, as appropriate, shall be introduced
after January 1 of the local budget year to which it applies and
prior to the date provided by law for the introduction and approval
of the annual budget of the municipality or county. The ordinance
or resolution shall state the greater percentage rate to be adopted
and the additional amount of increased final appropriations or tax
levy which that greater percentage rate represents over that which
the 5% rate represents, and the individual appropriations items to
which the additional amount applies setting forth for each appli-
cable appropriations item the amount to be appropriated: a. if the
the greater percentage rate is adopted; and b. if the greater per-
centage rate is not adopted. The ordinance or resolution may,
thereafter, be adopted, after publication and a public hearing
separately afforded upon 10 days mnotice duly published, by a
L two-thirds*1** majority vote of the authorized membership of
the governing body. Any procedures provided in a form of local
governuient for the exereise of veto powers by a wayor or county
executive with respeet to ovdinances generally shall pertain. An
ordinance or reselution so adopted shall, notwithstanding any other
provision of law, take effect nmediately upon adoption.

Upon adoption of the ordinance or resolution, the permissible
final appropriations of the municipality, or permissible county
tax levy of the county, shall be caleulated for the year as provided
in section 3 or 4 of P. L. 1976, c. 68 (C. 40A :4-45.3 or 40A.:445.4),
except that the percentage rate so adopted shall be used. The final
appropriations or county tax levy so caleulated shall be used in the
immediately following year for the purposes of section 2 of P. L.
1976, e. 68 (C. 40A :4-45.2).

A copy of any ordinance or resolution introduced pursuant to
this section shall be filed with the Director of the Division of Loeal
Government Services within five days of introduction, and a copy
of the ordinance or resolution adopted shall be filed with the
director within five days of adoption.

in any year for which an ordinance *Lor resolution]* is adopted
by a municipality pursuant to this section, no referendum shall be
held in that municipality pursuant to subsection i. of section 3 of
P. 1. 1976, c. 68 (C. 40A :4-45.31).
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*No municipality adopting an ordinance pursuant to this section
shall, 1 the year for which that ordinance is adopted, be entitled to
the exception authorized pursuant to subsection m. of section 3 of
P. L. 1976, c. 68 (C. 404 :445.3).

No county adopting an ordinance or resolution, as appropriate,
pursuant to this section shall, in the year for which that ordinance
or resolution is adopted, be entitled to the exception authorized
pursuant to subsection h. of section 4 of P. L. 1976, c¢. 68 (C.
404 :4-45.4).*

8. (New section) Notwithstanding any provisions of P. L. 1976,
c. 68 (40A :4-45.1 et seq.) to the contrary, a municipality or county,
which, in any year subsequent to 1982 for which the index rate is
greater than 5%, increases its final appropriations or county tax
levy in an amount less than that permitted under the 5% percentage
rate, shall be permitted to appropriate the difference between the
amount of its actual final appropriations or county tax levy and the
amount of its permitted final appropriations or county tax levy
under the 5% percentage rate, as an exception to its final appropria-
tions or county tax levy in either of the next two succeeding years.
In the year immediately following the year in which the amount of
difference is so appropriated, the amount of difference shall be
added to the final appropriations or county tax levy of the preceding
yvear for the purposes of section 2 of P. L. 1976, ¢. 68 (C.
40A :4-45.2).

9. (New section) In any public referendum conducted by a mu-
nicipality pursuant to subsection i. of section 3 of P. L. 1976, c. 68
(C. 40A :4-45.31.), the public question to be submitted to the voters
at the referendum election shall state only the amount by which the
final apporpriations of the municipality shall be increased by more
than the permissible level over the previous year’s final appropria-
tions if the question is approved by the voters, and the percentage
rate of increase which that amount represents over the permissible
rate. There shall be set forth in an accompanying explanatory state-
ment a list of the appropriations line items to which the increased
amount shall apply and such other relevant information as the
governing body may wish to include therein.

A resolution adopted by a municipality to authorize the conduct
of such a referendum shall set forth, in addition to the above, the
amount to be appropriated for each applicable appropriations
item: a. if the referendum question is approved by the voters; and
b. if the referendum question is disapproved by the voters.

10. (New section) a. There is established a commission to be
known as the Local Expenditure Limitations Advisory Commission.
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The commission shall consist of 10 members, three of whom shall
be appointed by the Governor, three of whom shall be appointed
by the President of the Senate, three of whom shall be appointed
by the Speaker of the General Assembly, and one of whom shall be
the Director of the Division of Local Government Services, who
shall serve ex officio. Each member so appointed shall possess ex-
pertise in local government, local finance or economic analysis, and
no member shall be a nominee for, or hold, an elective office during
his period of service on the commission. A

b. Members of the commission shall serve for a term of four
years. Vacancies in the membership of the commission shall be
filled in the same manner as the original appointment, but for the
unexpired term. Members of the commission shall serve without
compensation, but shall be reimbursed for traveling and other ex-
penses incurred in the performance of their duties, within the limits
of funds appropriated or otherwise made available to the com-
mission. , .

c. The commission shall select from among its members a chair-
man and a vice chairman, and shall select a secretary, who need
not be a member of the commission.

d. Tt shall be the duty of the commission to conduct a continuing
review of the provisions of P. L. 1976, c. 68 (C. 40A: 4-45.1 et seq.),
and to collect and assemble information and data on the effects of
that law upon counties, municipalities and property taxpayers of
this State. In the course of its review, the commission shall give
particular attention: to the role which that law plays in controlling
the relative balance between property taxes and other sources;of

local revenue; to any economic developments, and any executive

or legislative or judicial actions, which may affect that relative
balance or the efficacy of the law; and to any unforeseen effects of
the law on the financial stability or efficiency of local governments.

e. The commission shall report annually, on or before October 1,
to the Governor and the Legislature on the above matters, and shall
include in that report information and data with respect to at least

_the following matters:

(1) The utilization. by counties and municipalities of the local
ordinance option and referendum option provided by the law for
the purpose of permitting local governments to exceed the limita-
tions on increases in final appropriations or county tax levies, in-
cluding data for each instance of utilization, and data on current
and cumulative inereases in categories of appropriations items

- taken under each of these options;
45

(2) A list of instances of services or functions for which eligi-
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bility was extended under section 3 of this amendatory and supple-
mentary act, and information and cumulative data on categories of
services or functions assumed in various service or function areas,
and on transfers of services or functions between types of loeal
public entities;

(3) The utilization by counties and municipalities of the pro-
visions of section 8 of this amendatory and supplementary act; and

(4) A statement of the index rate to apply in the next following
local budget year, and any alterations which have occurred in the
method of calculation of that index rate since enactment, including
any recommendations for legislation to compensate for any effects
of those alterations.

f. The commission shall be entitled to call to its assistance such
personnel of any State agency, county, municipality or political
subdivision as it may require in order to perform its duties under
this act. The commission may make use of existing studies, surveys,
plans, data and other materials in the possession of any State
agency, or any county, municipality or political subdivision of the
State. Each State agency, county, municipality and political sub-
division of the State shall make any information or materials
available to the commission as it may require to perform its respon-
sibilities under this act. The commission may meet and hold hear-
ings at such places and times as it shall designate.

11, Section 7 of P. L. 1976, c. 68 is amended to read as follows:

7. This act shall take effect immediately and be applicable to the
tax years beginning in 1977 and shall expire December 31, [1982]
1986.

12. This act shall take effect immediately.
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Governor Thomas H. Kean today signed Senate Bill 2016, sponsored by State
Senator John A. Lynch, D-Middlesex, which amends the municipal and county "caps"
Taw. i

The bill provides that the cap will be 5 percent, or the index rate of the
Implicit Price Deflator (a federal index which reflects the changes in costs of
Tocal and state government services) whichever is less. If the index rate exceeds
5 percent, the muﬁicipa] or county governing body would have the option to adopt a
rate not to exceed the index rate by holding a public hearing and then passing by a
majority vote an ordiance or resolution to so. The index rate would be based on a
ong year rate, rounded to the nearest one-half perceﬁt. For 1983 the rate would be
7 percent. If the option to exceed the cap rate above 5 percent is exercised, then no
referendum to exceed the cap may be held.

The bill also established a cap exception for counties and municipalities for

losses of federal general purpose aids after 1982 provided those losses are not

replaced by increased federal or state aid.
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