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SENATE, No. 2016 

STATE OF NEW JERSEY 
INTRODUC~m DRCEMBER 16, 1982 

By Senators LYNCH, RODGERS, CAUFIFJLD, ORECHIO 

and HIRKALA 

Referred to Committee on County and Municipal Government 

AN AcT concerning limitations imposed upon increases in municipal 

final appropriations and county tax levies, and amending and 

supplementing P. L. 1976, c. 68. 

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

2 of New Jersey: 

1 1. (New section) rrhe Legislature finds that the constraints 

2 placed upon local government by P. L. 1976, c. 68 (C. 40A :4-4G.l 

3 et seq.) are successfully accomplishing their purpose of coutrollinp; 

4 the growth in the cost of local government. 

5 The Legislature finds, however, that a uniform fixed percentage 

6 limitation on increases in expenditures has not adequately reflected 

7 either national economic trends or the differing needs of the various 

8 local governments of the State. As a result, local governments 

9 have been unevenly affected in thei.r ability to provide necessary 

10 services to their residents. 

11 The Legislature, therefore, determines that P. L. 1976, c. 68 

12 requires adjustment to provide for an annually variable percentage 

13 limitation which more accurately reflects annual nationwide in-

14 creases in the basic costs of governmental operations, to provide 

15 a mechanism whereby local officials and taxpayers can examine the 

16 particular needs of their community and determine whether or 
ExPLANATION-Matter enclosed in bold-faced bracket11 [thus] in tbt" abovc- bill 

ie not enacted and is intended to be omitted in the law. 
Matter printed in italic• thus is new matter. 
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17 not the use of this limitation more nearly addresses those needs, 

18 and to modify several features of the law which have proven to 

19 be arbitrary or to result in unintended effects on the structure of 

20 local government. 

1 2. Section 2 of P. L. J !176, e. 68 (C. 40A :4-45.2) is amended to read 

2 as follows: 

3 2. Beginning with the tax year 1977 municipalities other than 

4 those having a municipal purposes tax [levy] rate of $0.10 or less 

5 per $100.00 and countif's shall be prohibited from increasing their 

6 final appropriations by more than 5% or tke index rate, wkickever 

7 is less, over the previous year except within the provisions set 

8 forth hereunder. 

9 For the purpose of this section, in computing its final appropria-

10 tions for the previous year, a municipality or coUtnty shall include, 

11 as part of its final appropriations: 

12 a. Amounts of revenue generated by an increase in its valuations 

13 based solely 011. applying the preceding year's local purposes tax 

14 rate of the municipality to the assessed value of new construction 

Ui or improvements, or on applying tke preceding year's county ta.x 

16 rate to tke apportionment valuation of new cm~struction or im-

17 provements, as may be appropriate; 

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

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

.20 posed by ordinance ; 

21 c. Amounts approved by referendum, pursuant to subsection i. 

22 of section 3 of P. L. 1976, c. 68 (C. 40A:4-45.3) and section 1 of 

2.'3 P. L. 1979, c. 268 (C. 40A :4-45.3a); 

24 d. Increased revenue received in the preceding year from pay-

25 ments in lieu of taxes on any property owned by a tax-exem11t public 

26 entity, to the extent that the payment is excepted pursuant to sub-

21 section n. of section 3 of P. L. 1976, c. 68 (C. 40A :4--45.3 ). 

28 In each budget year subsequent to 1981, and in tke case of a 

29 county in eack budget year subsequent to 1982, whenever any mu-

30 nicipality or coUtnty shall have transferred to any local public 

31 utility, any local public authority or any special purposes district, 

32 during the immediately preceding budget year, or at any time 

33 during the current budget year prior to the final adoption of the 

34 budget, any service or function funded during the immediately 

35 preceding budget year, either partially or wholly from appropria-

36 tions in the municipal or coUtnty budget, the municipality or county 

37 shall deduct from its final appropriations upon which its permissi-

38 ble expenditures are calculated, or upon which its permissible 

39 county ta,x le·vy is calculated, pursuant to this section the amount 
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40 · which· the· municipality or county expended for that service or 

41 function ·during the ·last full budget year throughout which the 

42 service or function so transferred was funded from appropriations 

43 in the municipal ot· county budget. 

1 3. (New section) a. In auy budget year subsequent to 1982, 

2 whenever a county or municipality shall have lawfully assumed, 

3 during the immediately preceding budget year, or at any time 

4 during the current budget year prior to the final adoption of the 

5 budget, the provision of any service or function funded during the 

6 immediately preceding budget year wholly by a local public utility, 

· 7 · a local public authority or a special purposes district, and where 

8 the provision of that service or functi011 by the county or munici­

. 9 pality is the result of the lawful dissolution of the public utility, 

10 public authority, or special services district previously providing 

11 the service or function, the county or municipality shall add to the 

12 final appropriations for the current budget year upon which it:; 

13 permissible expenditures are calculated, or upon which its per-

14 missible county tax levy is calculated, the amount certified by the 

15 Local Finance Board for appropriation by the county or munici-

16 pality to fund that service or function in the current budget year. 

17 b. In any budget year subsequent to 1982, whenever a county 

18 shall have lawfully assumed, during the immediately preceding 

19 budget year, or at any time during the current budget year prior 

20 to the final adoption of the budget, the provision of any service 

21 or function funded during the immediately preceding budget year 

22 wholly or partially by one or more municipalities within the county 

23 from appropriations iu the municipal budget, the county shall add 

24 to the final appropriations for the current year upon which its 

25 permissible county ta.x levy is calculated the amount certified by 

26 the Local Finance Board for appropriation by the county to fund 

27 that service or function in the current budget year. 

28 c. The Local Finance Board shall approve the assumption of 

29 any service or function for the purpose of its eligibility under the 

30 provisions of this section. The board shall approve the assump-

3t tion if it finds: that the assumption was lawfully made; that the 

32 assumpti(}n does not deleteriously affect the health, safety or 

33 welfare of the residents (}f a county or municipality; and that the 

34 assumption represents an efficient and feasible means of providing 

35 the service or function. The board shall, in approving the assump-

36 tion, certify to the county or municipality assuming the service 

37 or function the amount of appropriation to fund the service or 

.38 function which shall be eligible for the provisions of this section. 

1 4. (New section) As used in this amendatory and supplementary 
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2 act, "index rate" means the rate of annual percentage· increaser 

3 rounded to the nearest half-percent, in the Implicit Price Deflator-

4 for State and Local Government Purchases of Goods and Services, 

5 computed and published quarterly by the United States Department 

6 of Commerce, Bureau of ]i.:couomic Analysis, calculating the annual 

7 increase therein at the second quarter which occurred in the next 

8 preceding local budget year. The Director of the Division of Local 

9 Government Services shall promulgate annually, on or before 

10 October 1, the index rate to apply in the uext following local budget 

11 year. 

1 6. Section 3 of P. L. 1976, c. 68 (C. 40A :4-45.3) is amended to 

2 read as follows: 

:1 :l. In the preparation of its budget a municipality shall limit any 

4 increase in said budget to 5% or the index mte, whichever is less, 

[) over the previous year's final appropriations subject to the follow-

6 ing exceptions : 

7 a. ':[lhe amount of revenue geuerated by the increase in its valua-

8 tim1s based solely 011 applying the preceding year's general tax rate 

9 of the nmuicipality to the asse~:~l::led value of new construction or 

10 improvements; 

11 b. Capital expenditures including appropriatious for current 

12 capital expenditure!::! whether in the capital improvement fund, or 

13 a~:~ a component of a line item elsewhere in the budget, provided 

14 that any such current oapital expenditure would be otherwise bond-

15 able under the requirements of N. J. S. 40A :2-21 and 40A :2-22; 

16 

17 

c. An increase based upon: (1) emergency temporary appropria~ 

tioJlS made pur~:~uant toN. J. S. 40A:4-20 to meet an urgent sltua-

18 tiou or event which inmH-ldiaiely endangers the health, safety or 

19 property of the resideuts of the municipality, and over which the 

20 governing body had uo control and for which it could not plan; (2) 

21 emergency appropriations made pursuant to N. J. S. 40A :4-46 and 

22 special emergency appropriations made pursuant to N. J. S. 

23 40A :4-53; or (3) special emergency appropriations made pursuant 

24 toN. J. S. 40A :4-54, section 1 of P. L. 1961, c. 22 (C. 40A :4-55.1) 

25 or section 1 of P. L. 1968, c. 194 (C. 40A :4-55.13). Emergency 

26 temporary appropriations, special emergency appropriations and 

27 emergency appropriations under (1) and (2) above shall be 

28 approved by at least two-thirds of the governing body and by the 

29 Director of the Division of Local Government Services, and shall 

30 not exceed in the aggregate 37o of the previous year's final current 

31 operating appropriations. Special emergency appropriations under 

32 (3) above shall be approved by at least two-thirds of the governing 

33 body, and shall not exceed in the aggregate 39'o of the previous 
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34 year's final current operatillg appropriations. Neither procedure 

34A shall apply to appropriations adopted for a purpose referred to in 

35 subsections d. or j. below[.]; 

36 d. All debt service, i11cluding- that of a 'fype I school district; 

37 e. Amo1mtt:> required for fundb1g a preceding year's deficit; 

38 f. Amounts reserved for uncollected taxes; 

39 g. Expeuditures mandated after the effective date of this act 

40 pursuant to State or federal law; 

41 h. l~xpenditure of amounts derived from new or increased service 

42 fees imposed by onliuance, or derived from the sale of mm1icipal 

43 assets; 

44 i. ·when approved by referendum; 

45 j. Amounts required to be paid pursuant to auy contract with 

4G respect to use, services or provision of any project, facility or 

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

48 citizen housiug or any similar purpose, or payments on account of 

49 debt service therefor, between a municipality and any other 

50 municipality, county, school or other district, agency, authority, 

51 commission, iustrumeutality, public corporation, body corporate 

52 and politic or political subdivision of this State. ·with respect to 

53 the amounts required to be paid for senior citizeu housing in the 

G4 above cited political subdivisions or bodies, the exceptions shall 

55 he subject to the review aud approval of the Local F'inance Board; 

56 k Amounts required to be paid by any constitueut municipality 

57 of the Hackensack Meadowlands District established pursuant to 

58 article 2 of the "Hackensack Meadowlands Reclamation and 

G9 Development Act," (P. L. 1968, c. 404; C. 13 :17-4) to the inter­

GO rmunicipal accom1t established pursuaut to article 9 of said act 

61 (C. 13:17-60 through 13:17-76); 

62 1. Programs fuHded wholly or in part by federal or State funds 

63 and amounts received or to be received from federal, State or other 

64 funds in reimbursement for local expenditures; [or] 

65 m. Amounts [expended] appropriated to fund any i11crease in 

G6 public utility, fuel oil, gasoliue or heating oil charges which exceeds 

67 by more than 10% the [previous year's final expenditure8 for such 

68 purposes] amount produced by subtracting {rom the amount 

69 appropriated in the pt·evious year for these purposes that amount 

70 which was excepted ptwsuant to this subsection in that previous 

71 year; 

72 n. Inct·eased r·e'oenue from payments 'in lieu of taxes on any prop-

73 er·ty owned by a tax-exemtJt public entity, to the extent that the pay-

74 ment recei1Jed fo1· any single proper·ty exceeds the amount of real 

75 property taxes r·eceived on that lJ'rupedy 'in the yea·r ·immediately 
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76 ·prior to acquisition by the pltblic entity, or, in the case of State 

77 . pr01Jerty Sttbjcct tor. L. 1977, c. 272 (C. 54:4-.2.2a et seq.), to the 

7t:l e:x:tent that the total State paym.ent exceeds the amount of the pay-

7~) 1lil'11t received iH the 1982 budget year; 

80 o. Any decrrase in amo'umts recei'ved pwrsuant to any fedeml 

81 geneml 1Jut·poses aid p·rogram from the amounts received in local 

82 budget year 1982, a.fiet· dedunting from the decrease any amount of 

83 neu; oT inrreased frdera.l at· State general purposes aid explicitly 

84 pro·vided for the pu1·pose of replacing the dec·rease in fedeml aid; or 

85 p. Ammmts expended for the conduct of a sz>edal election re­

SG {J'I.tired by law to be held at a time other than the time of the _(Jeneral 

87 election or the time of a n;gular mu'nicipal election. 

1 G. Section 4 of P. L. 1976, c. 68 (C. 40A :4-45.4) is amended to 

2 read as follows: 

3 4. In the preparation of its budget, a county may not increase 

4 the county tax levy to be apportioned among its constituent munici-

5 palities in excess of 51o or the index rate, whiche1Jer is less, of the 

() previous year's county tax levy, subject to the following exceptions: 

7 a. The amount of revenue generated by the increase in valuatiom; 

!:) within the county based solely on applying the preceding year's 

9 county tax rate to the apportionment valuation of new construction 

10 or improvements within the county and such increase shall be 

11 levied in direct proportion to said valuation; 

12 b. Capital expenditures including appropriations for current 

1:3 capital expenditures whether in the capital improvement fund, or 

14 as a component of a line item elsewhere in the budget, provided 

15 that any such current capital expenditure would be otherwise 

16 bondable under the requirements of N. .J. S. 40A :2-21 and 

1 7 40A :2-22; 

18 c. An increase based upon: (1) emergency temporary appropria-

19 tions made pursuant toN. J. S. 40A :4-20 to meet an urgent situa-

20 tion or event which immediately endangers the health, safety 

20A or property of the re.sidents of the county, and over which the 

21 governing body had no control and for which it could not plan; (2) 

22 emergency appropriations made pursuant to N. J. S. 40A :4--46 and 

23 special emergency appropriations made pursuant to N. J. S. 

24 40A :4-53; or (3) special emergency appropriations made pursuant 

25 toN. J. S. 40A:4-54, section 1 of P. L. 1961, c. ·22 (C. 40A:4-55.1), 

26 or section 1 of P. L. 1968, c. 194 (C. 40A:4-55.13). Emergency 

27 temporary appropriations, special emergency appropriations and 

28 emergency appropriations under (1) and (2) above shall be 

29 approved by at least two-thirds of the governing body and, where 

30 appropriate, approved by the chief executive officer of the county, 
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31 and further approved by the Director of tlw DiYi::don of Local 

32 Government Services, and shall not exceed in the aggregate 3% of 

a3 the previous year's final current operating appropriations. Special 

i54 emergeney appropriations under (3) ahove Khall he approvf>Cl b~r 

~l5 at least two-thirds of the governing body, and, where appropriate, 

3G approved by the chief executive officer of tho county, and shall not 

37 exceed in the aggregate 3%> of the preYious ~·ear's final current 

38 operating appropriations. Neither procNlme ;;;hall apply to appro-

39 priations adopted for a purpose referred to in ;:m bscdiom; d. or f. 

40 below; 

41 d. All debt service; 

42 e. :FJxpenditures mandated after the offedin <late of this act. 

43 pursuant to State or federal law; 

44 f. Amounts r<~quired to be paid pursuant. to any contract with 

45 respect to use, services or provisions of an~· projeet, facility or 

46 public improvement for water, sewer, Rolid waste, parking, senior 

47 citizen housing or any simliar purpose, or payrm•nts on account 

48 of debt service therefor, between a county, and any other county, 

49 municipality, school or other district, agency, anthorit.v, commis-

50 sion, instrumentality, public corporation, hod~· corporate and 

51 politic or political subdivision of thiR Stnte. With respect to the 

52 amounts required to be paid for senior citizen housing in the above 

53 cited political subdivisions or bodies, the exceptions shall be sub-

54 ject to the review and approval of the Local Finance Board; 

55 g. That portion of the county tax levy which represents funding 

56 to participate in any federal or State aiel program and amounts 

57 received or to be received from federal, State or other funds in 

58 reimbursement for local expenditures; [or] 

59 h. Amounts [expended] appropriated to fund any increase m 

GO public utility, fuel oil, gasoline or heating oil charges which exceeds 

61 by more than 10% the [previous year's final expenditure!'! for such 

62 purposes] amount produced by subtractin,q ['rom the amount 

(i3 appropriated 1n the previm1s year for these pnr}Joses tha-t amou.nt 

G4 which was exrepted pursuant to thi8 8ubsection in that previr:m.c; 

65 year; 

t>6 1:. Any decrease in amounts recei1;ed JJ1tr8nant to any federa~ 

G7 general purposes aid program from the anw1mts received in Zonal 

68 budget year 1982, after deducting from the decrease an11 amount 

69 of new or increased federal or State general pm·tJoses aid explicitly 

70 provided for the purpose of replacing the detrease in federal aid; 

71 Of' 

72 ,i. Amounts expended for the conduct of any specia,l election re-

78 qui1·ed by law to be held at a time other than the time of the 

7 4 general election. 
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1 7. (New section) Notwithstanding the proYisions of sections 2, 3 

2 or 4 of P. L. 1976, c. 68 (C. 40A :4-45.2, 40A :4--45.3 and 40A :4-45.4) 

3 to the contrary, in any year for which the 1ndex rate exceeds 5%, 

4 n municipality may, by ordinance, or a county may, by ordinance or 

5 resolution, as appropriate, provide that in the locnl budget year to 

fJ which the ordinance or resolution applies, the final appropriations 

7 of the municipality, or the tax levy of the county, shall be increased 

8 by a percentage rate, greater than 5% bnt not to exceed the index. 

9 rate, over the previous year's final appropdRtionR, or county tax 

10 le-v:·, as the case may be. 

l1 The ordinance or resolution, as appropriate, shall be introduced 

12 after .Tanuary 1 of the local budget year to which it applies and 

13 prior to the date provided by law for thr il1troduction and approval 

14 of the annual budget of the municipality or rounty. The ordinance 

15 or resolution shall state the greater pcrr0ntag1' ratt' to be adopted 

Hi and the additional amount of increased finnl arlpropriations or tax. 

17 levy which that greater percentage rate represents over that which 

18 the 5% rate represents, and the individual appropriations items to 

19 which the additional amount applies setting forth for each appli-

20 cable appropriations item the amount to be appropriated: a. if the 

21 the greater percentage rate is adopterl; anrl h. if the greater per-

22 centage rate is not adopted. The ordinance or resolution may, 

2:-i thereafter, be adopted, after publication and a public hearing 

24 separately afforded upon 10 days noticf' duly published, by a 

2!5 majority vote of the authorized membe1·ship of the governing body. 

26 Any procedures provided in a form of local government for the 

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

2R l'eRpect to ordinances generally shall pertain. An ordinance or 

29 resolution so adopted shall, notwithstandin,g any other provision of 

30 law, take effect immediately upon adoption. 

31 Upon adoption of the ordinance or resolution, the permissible 

32 final appropriations of the municipality, or permissible county 

33 tax levy of the county, shall be calculated for the year as provided 

34 in section 3 or 4 of P. L. 1976, c. 68 (C. 40A :4-45.3 or 40A.:4-45.4), 

35 except that the percentage rate so adopted shall be used. The final 

36 appropriations or county tax. levy so calculated shall be used in the 

37 immediately following year for the purposes of section 2 of P. L. 

38 1976, c. 68 (C. 40A:4-45.2) . 

.39 A eopy of any ordinance or resolution introduced pursuant to 

40 this section shall be filed with tl1e Director of the Division of Local 

41 Government Services within five days of introduction, and a copy 

42 of the ordinance or resolution adopted shall be filed with the 

43 director within :five days of adoption. 
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44 In any year for which an ordinance or resolution is adopted by a 

45 municipality pursuant to this section, no reft>rendnm shall be held 

46 in that municipality pursuant to suhf'H'etion i. of section 3 of P. L. 

47 1976, c. 68 (C. 40A:4--45.3i). 

1 8. (New l'lection)Notwithstanding any provisions of P. L. 1976, 

2 c. 68 (40A:4-45.t ot seq.) to the contrary) a municipality or county, 

3 which, in any year subsequent to 1982 for which the index rate is 

· 4 greater than 5%, increases its final appropriations or county tax 

5 levy in an amount less than that permitted under the 5% percentage 

6 rate, shall be permitted to appropriate the difference be·tween the 

7 amount of its actual final appropriations or county tax levy and the 

8 amount of its permitted final appropriations or county tax levy 

9 under the 5% percentage rate, as an exception to its final appropria-

10 tions or county tax levy in either of the next two succeeding years. 

11 In the year immediately following the year in which the amount of 

12 difference is so appropriated, the amount of difference shall be 

13 added to the final appropriations or county tax levy of the preceding 

14 year for the purposes of section 2 of P. L. 1976, c. 68 (C. 

15 40A :4-45.2). 

· 1 9. (New secUon) In any public referendum conducted by a mu­

. 2 nicipality pursuant to subsection i. of section 3 of P. L. 1976, c. 68 

3 (C. 40A :4-4;).3i.), the public question to be submitted to the voters 

4 at the referendum election shall state only the amount by which the 

5 final apporpriations of the municipality shall be increased by more 

6 than the permissible level over the previous year's final appropria-

7 tions if the question is approved by the voters, and the peroentage 

8 rate of increase which that amount represents over the permissible 

9 rate. There shall be set forth in an accompanying explanatory stat~-

10 ment a list of the appropriations line items to which the increased 

11 amount shall apply and such other relevant information as the 

12 governing body may '\\ish to include therein. 

1~~ A resolution adopted by a municipality to authorize the conduct 

14 of su0h a referendum shall set forth, in addition to the above, the 

15 amount to be appropriated for eaoh applicable appropriations 

16 item: a. if the referendum question is approved by the voters; and 

17 b. if the referendum question is disapproved by the voters. 

1 10. (New section) a. There is established a commission to be 

2 known as the Local Expenditure Limitations Adviso.ry Commission. 

:-l The commission shall consist of 10 members, three of whom shall 

4 be appointed by the Governor, three of whom shall be appointed 

5 by the President of the Senate, three of whom shall be appointed 

6 by the Speaker of the General Assembly, and one of whom shall be 

7 the Director of the Division of Local Government Servieea, who 
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8 shall serve ex officio. Each member so appointed shall posses.s ex­

f) pe-rtise in local government, local finance or eoonomi0 analysis, and 

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

11 his period of service on the commission. 

12 b. Members of the commission shall serve for a term of four 

1 :~ years. V:acancies in the membership of the commission shall be 

14 filled in the same mrumer aR the original appointment, but for the 

1 fl. unexpired term. Members of the commission shall se,rve wi~thout 

1 () compensation, but shall be reimbursed for traveling and other ex-

17 penseR incurred in the performance of their duties, within the limits 

18 of fundR appropriated or otherwise made available to the eom-

19 miSSIOn. 

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

21 man and a vice chairman, and ::;hall s-elect a secretary, who need 

22 not hE> a member of the eommission. 

23 rl. Tt shall be the duty of the commission to conduct a eontinuing 

24 review of the provisions of P. L. 1976, c. 68 (C. 40A: 4-4!1.1 et seq.), 

25 and to collect and as,semhle information and data on the effects of 

26 that law upon counties, municipalities and property taxpayerR of 

27 t.his State. In the courRe of itR review, the eommission shall give 

28 ·particular attention: to the role which that law plays in controlling 

29 the relative balance between property taxes and other sources of 

20 local revenue; to any economic developments, and any executive 

31 or legislative or judicial actions, which may affect that relative 

32 balance or the efficacy of the law; and to any unforeseen effeclc;; of 

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

34 e, The commission shall report annually, on or before October 1, 

35 to the Governor and the Legislature on the above matters, and shall 

36 include in that report information and data with respect to at least 

37 the following matters: 

38 (1) The utilization by counties and municipalities of the looal 

39 ordinance option and referendum option provided by the law for 

40 the purpose of permitting loeal governments to exceed the limita-

41 tions on increas,es in final appropriations or oounty tax levies, in-

42 eluding data for each instance of utili7.lation, and data on current 

43 and cumulative increases in categories of appropriations items 

44 w.ken under eaeh of these options ; 

4G (2) A list of instances of services or functions for which eligi-

46 bility was extended under seetion 3 of this amendatory and supple-

47 mentary act, and information and cumulative data on categories of 

48 services or functions assumed in various service or function areas, 

49 and on transfers of services or functions between types of local 

50 · public entities ; 
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51 (3) The utilization by counties and municipalities of the pro-

52 visions of section 8 of thiF~. amendatory and supplementary act"; and 

53 ( 4) A statement o.f the index rate. to apply in the next following 

54 local budget year, and any alterations which have occurred in the 

55 method of calculation of that index rate since enactment, including 

5fi ·any recommendations for legislation to compensate for any effects 

57 of those alterations. 

58 f. The commission shall be entitled to call to its assistance such 

59 personnel of any State agency, county, municipality or political 

60 subdivision as it may require in order to perform its duties under 

61 this act. The commission may make use of existing studies, surveys, 

62 plans, data and other materials in the possession of any State 

63 agency, or any county, municipality or political subdivision of the 

64 State. Each State agency, county, municipality and political sub-

65 division of the State shall make any information or materials 

66 available to the commission as it may require to perform its respon-

67 sibilities under this act. The commission may meet and hold bear­

GS ings at such places and times as it shall designate. 

l 11. Section 7 of P. L. J 97G, c. 68 is amended to read as follows: 

2 7. This act Hlmll take effect immediately and be applicable to the 

3 tax years beginning in 1977 and shall expire December 31, [1982] 

4 1986. 

1 12. This act shall take effect immediately. 

STATEMENT 

rrhe 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 periodi­

{'ally the effects of that law. A thorough review of the law has been 

completed by two commissions : the Loe;al Budgetary Limitations 

Review Commission ("Caps Commission") and the Local Bud­

getary Limitations ':Pechnical 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 Gaps Commission, for the extension of that 1aw 

through December 31, 1986. 

In its November 1982 report, the Technical Commission B!tated 

its conclusion that "the basic structure 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 concludea t?t2u0~t 00 ~a;;) to be extended beyond i(., 
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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 economic condi­

tions and local needs. The commission strongly believes these 

changes are essential if the CAP law is to he successful in attaining 

its two-fold (sic) goal of financial restraint without undue impair­

ment of service provision capability. If the CAP law is extend~d 

beyond J 982 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

clusion 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 

"automatie 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 he 

made in the oontext of a local mechanism whereby local officials 

and taxpayers 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 Service's. The 

annual cap rate would be computed by a two year moving average 

of the rate of change in the index. The 57o rate would he main­

tained as a floor or minimum cap rate. 

The recommended Implicit Price Deflator is published by the 

U uited States Department of Commerce, and represents the infla­

tion rate for purchases of goods and services typically purchas·ed 

by State and local governments, nationwide. This index is less 

subject to large annual fluetuations than the Consumer Price Index, 

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 ag·ainst large fluctuations downward by main-
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taming the 5% as a floor belo\-\' which the rate could not go. Tbe 

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 accept 

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 loool 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 ii9'o. The referendum option would 

be retained for increases above the index rate. 

The Caps Commission rejected the concept 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 loool 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 loc,al 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 o.f the increase to be added to each ap­

propriations item in the budget for which the increase shall be used. 

The ordinance or resolution shall state the amount to be expended 

on these individual line iten1s: (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. Exe.rnption for Decreases in Federal and State A,id-The Tech­

nical Commission recommended that a new oap exemption be 

provided for decreases after Hl82 in federal or State general pur­

poses aid. 'Jlhis 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 hvo 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, hut only for those decreases not replaced by hwreased 

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 tho,se de-

creases. 
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·a; ''Banking'' of U111Used Cap Leeway-The Technical Conimis-

. sion recommended that local government!' be permitted to carry 

forw~-trd or "hank" their unused oap leeway-the difference be­

tween actual muni~ipal final appropriations/county tax levy and 

the amount permitted by the cap-for a two-year period. This it; 

uesigned to proYide an incentive for local units not to budget up 

to their cap maximum in any one year simply to avoid losing that 

permissible growth in future years. Under the recommendation, 

any spending or tax levy leeway allowed by the cap formula, but 

not budg·eted for in that year, could be used in either of the next 

two sueceeding years. 

The Caps Commission modification set forth in this bill confines 

the ''banking'' of cap leeway to amounts below the amount per­

mitted by tbe 5% cap rate. A local government could use this uu­

used eap leeway in a future year, instead of utilizing the local 

ordinance option, or could "bank" that cap leeway in case the 

index rate falls below G% in a future year. The provision as modi­

fied should encourage better long-term budget planning by local 

gover11ments. 

4. Adjustn·wnt for Transfers of Functions-The Technical Com­

mission recommended that the local cap law be brought into con­

formity with the Sta:te cap law, by providing for an adjustment to 

the cap bases, if transfers of functions or services and responsibility 

for funding occur 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 hase to reflect transfers of financing 

responsibility for a service or function-only in the following in­

stances: (1) the assumption by a local unit of any function or ser­

vice previously performed by a local authority, public utility, or 

special services district; (2) the assumption by a county of any 

function or service previously performed by a municipality. The 

· first would reverse the incentive to establish authorities and special 

districts previously provided by the Gap law. The second is com­

patible with the direction of the "Optional County Charter Law," 

P. L. 1972, c. 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 cap 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 Exemption-The Technical Commission 

reconunended that an exception be provided for the costs of holding 

a referendum to exceed the cap. 

The Caps Commission modifications set forth in the hill extend 

this recommendation to prO\'idr an exception for the costs of hold­

ing any special election r0quirecl to he held at a time other than the 

general election or regular municipal election. These special elre­

tions wonld include cap~ ref0rendum elections, charter change ele('­

tions, referm1dum elections on salary increases, recall cleetiom;, 

vacane~, elections, etc. A 11 of these special elections share the com­

mon characteristic of being outside the loc,al budget planning 

process, and of being in most instances voter initiated. In most 

instances, the laws providing for the,se special elections direct that 

thc general election or reg·ular municipal election be used if prac­

ticable, but provide for a special election where this is not practi­

cable. 

G. E:rtension of Gap.~ Law-The Technical Commission recom­

mended eontinned extension of the law on an experimental basis, 

to expire on December ~1, 198fl. 

The Caps Commission modification set forth in the bill provides 

for a four year extension, to expire on Decem her 31, 1986. 

7. In addition to the above, the bill includes three recommenda­

tions of the Caps Commission, not included in the Technical Com­

mission recommendations: 

a. That payments in lieu of taxes received from any tax-exempt 

public entity shall be treated on the same basis as revenues derin'd 

from new ral-ables, to the extent that the payment exceeds the 

amount of taxes received on the property in the year immediately 

prior to acquisition, or, in the case of State-owned property, to the 

extent tlJat fhe pa;·ment exceeds the amount of the payment 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 increa,ses in these revenues to be expended in the 

future to proYide inercased 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, 

e. :!6. The language inserted llere reflects the manner in which the 

Division of Loeal Government Services has administered that 

exemption. 

c. That a permanent Technical Advisory Commission be estab­

lished to continuous!;- 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 oonsist 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 befoye October l, to the Governor and Legislature 

on the use h~r counties and municipalities of the local ordinance 

option a.nd 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 function::; 

for which an exception was provided for the current year. The 

report ·would aloo include a statement o.f the index rate to apply 

in the next loeal budget year, and any alterations which havC' oc­

curred in the method of calculation of the index rate, including aHy 

recommendations for legislation to compensate for any effects of 

those alterations. 
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SENATE, No. 2016 

STATE OF NEW JERSEY 

INTRODUCED Dl!.iCEMBER 16, 1982 

By Senators LYNCH, RODGERS, CAUFIEIJD, ORECHIO 

and HIRKALA 

Referred to Committee on County and Municipal Government 

AN AcT concerning limitations imposed upon increases in municipal 

final appropriations and county tax levies, and amending and 

supplementing P. L. 1976, c. 68. 

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

2 of NetV Jersey: 

1 1. (New section) The Legislature finds that the constraints 

2 placed upon local government by P. L. 1976, c. 68 (C. 40A:4-45.1 

3 et seq.) are successfully accomplishing their purpose of controlling 

4 the growth in the cost of local government. 

5 The Legislature finds, however, that a uniform fixed percentage 

6 limitation on increases in expenditures has not adequately reflected 

7 either national economic trends or the differing needs of the various 

8 local governments of the State. As a result, local governments 

9 have been unevenly affected in their ability to provide necessary 

10 services to their residents. 

11 The Legislature, therefore, determines that P. L. 1976, c. 68 

12 requires adjustment to provide for an annually variable percentage 

13 limitation which more accurately reflects annual nationwide in-

14 creases in the basic costs of governmental operations, to provide 

15 a mechanism whereby local officials and taxpayers can examine the 

16 particular needs of their community and determine whether or 

17 not the use of this limitation more nearly addresses those needs, 

18 and to modify several features of the law which have proven to 

19 be arbitrary or to result in unintended effects on the structure of 

20 local government. 
ExPLANATION-Matter enelosed in bold-faeed braekets (thus] in the above bill 

is not enacted and is intended to be omitted in the law. 
Matter printed in italies thu3 is new matter. 

Matter enelosed in asterisks or stars has been adopted as follows: 
*-Assembly amendment adopted January 11, 1983. 
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1 2. Section 2 of P. L.1076, c. 118 (C. 40A :4-45.2) is amended to read 

2 as follows: 

3 2. Beginning with the tax year 1977 municipalities other than 

4 those having a municipal purposes tax [levy] rate of $0.10 or less 

5 per $100.00 and counties shall he prohibited from increasing· their 

6 final appropriations hy more than 5% or the index rate, whichever 

7 is less, over the ·previous year except within the provisions set 

8 forth hereunder. 

9 For the purpose of this sechon, in computing its final appropria~ 

10 tions for the previous year, a municipality or county shall include, 

1l as part of its final appropriations: 

12 a. Amounts of revenue generated by an increase in its valuations 

13 based solely on applying the preceding year's local purpose/'! tax 

14 rate of the municipality to the assessed value of new construction 

Vi or improvements, or on app/,ying the tJreceding year's county ta:x; 

1 fi rate to the appo'ftionme.rd valuation of new CO'nstruction or im~ 

17 provements, as may be appH11.Jriate; 

18 b. Revenues derived in the pr(wions year from new service fees, 

19 or from any increasP in any previously imposed service fees im-

20 posed by ordinance; 

21 c. Amounts approved by referendum, pursuant to subsection i. 

22 of section 3 of P. L. 1976, e. 68 (C. 40A :4-45.3) and section 1 of 

23 P. L.1979, c. 268 (C. 40A:4-45.3a); 

24 d. Increased revenue received in the preceding year frorn pay-

25 rnents in lieu of taxes on any property owned by .a tax-exernpt public 

26 entity, to the extent that the payment is excepted pursuant to ~ul/ .. 

27 section n. of section 3 of P. L. 1976, c. 68 (C. 40A:4-45.3). 

28 In each budget year subsequent to 1981, and in the case of a 

29 county in each budget year subsequent to 1982, whenever any mu-

30 nicipality or county shall have transferred to any local publie 

31 utility, any local public authority or any special purposes district, 

32 during the immediately preceding budget year, or at any time 

33 during the current budget year prior to the final adoption of the 

34 budget, any service or function funded during the immediately 

35 preceding budget year, either partially or wholly from appropria~ 

36 tions in the municipal or county budget, the municipality or· county 

37 shall deduct from its final appropriations upon which its permissi-

38 ble expenditures are calculated, or upon which its permissible 

39 county tax le-vy is calculated, pursuant to this section the amount 

40 which the municipality or cownty expended for that service or 

41 function during the last full budget year throughout which the 

42 service or function so transferred was funded from appropriations 

43 in the municipal or county budget. 
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t ·· · ·· 3.- (New section) a. In any budget year s11bseqlient to: 1982, 

2 whenever a county or municipality shall have lawfu1ly assumed, 

3 during the immediately preceding budget year, or at any time 

4 during the current budget year prior to the flnal adoption of the 

5 budget, the provision of any service or function funded during the 

6 immediately preceding budget year wholly by a local public utility, 

7 a local public authority or a special purposes district, and where 

8 the provision of that service or function by the county or munici-

9 pality is the result of the lawful dissolution of the public utility, 

10 public authority, or special services district previously providing 

11 the service or function, the county or municipality shall add to tho 

12 final appropriations for the current budget year upon which it::; 

13 permissible expenditures are calculated, or upon which its ver-

14 missible county tax levy is calculated, the amount certified by t}w 

15 Local Finance Board for appropriation hy the county or munici-

16 pality to fund that service or function in the curre11t budget year. 

17 b. In any budget year subsequent to 1982. whenevN a count~· 

18 shall have lawfully assumed, during the immediately preceding 

19 budget year, or at any time during the current budget year prior 

20 to the final adoption of the budget, the provision of any service 

21 or function funded during the immediately preceding budget year 

22 wholly or partially by one or more municipalities within the county 

23 from appropriations in the municipal budget, the county shall add 

24 to the final appropriations for the current year upon which itH 

25 permissible county tax levy is calculated the amount certified by 

26 the Local Finance Board for appropriation by the county to fund 

27 that service or function in the current budget year. 

28 e. The Local Finance Board shall approve the assumption of 

29 any service or function for the purpose of its eligibility under tlw 

30 provisions of this section. 'ehe board shall approve the assnmp-

31 tion if it finds: that the assumption was lawfully made; that the 

32 assumption does not deleteriously affect the health, safety or 

33 welfare of the residents of a county or municipality; and that the 

34 assumption represents an efficient and feasible means of providing 

35 the service or function. The board shall, in approving the assump-

36 tion, certify to the county or municipality assuming the service 

37 or function the amount of appropriation to fund the service or 

38 function which shall be eligible for the provisions of this section. 

1 4. (New section) As used in this amendatory and supplementary 

2 act, "index rate'' means the rate of annual percentage increase, 

3 rounded to the nearest half-percent, in the Implicit Price Deflator 

4 for State and Local Government Purchases of Goods and Services, 

5 computed and published quarterly by the United States Department 
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6 of Commerce, Bureau of Economic Analysis, calculating the annual 

7 increase therein at the second quarter which occurred in the next 

8 preceding local budget year. The Director of the Division of Local 

9 Government Services shall promulgate annually, on or before 

10 October 1, the index rate to apply in the next following local budget 

11 year. 

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

2 read as follows: 

8 3. In the preparation of its budget a municipality shall limit any 

4 increase in said budget to 5% or the index rate, whichever 'is less, 

5 over the previous year's final appropriations subject to the follow-

6 ing exceptions : 

7 a. The amount of revenue generated by the increase in its valua-

8 tions based solely ou applying the preceding year's general tax rate 

9 of the municipality to the assessed value of new construction or 

10 improvements; 

11 b. Capital expenditures including appropriations for current 

12 capital expenditures whether in the capital improvement fund, or 

13 as a component of a Jiue item elsewhere in the budget, provided 

14 that any such current capital expenditure would be otherwise bond-

15 able under the requirements of N. J·. S. 40A:2-21 and 40A:2-22; 

16 c. An increase based upon: (1) emergency temporary appropria-

17 tions made pursuant toN. J. S. 40A:4-20 to meet an urgent situa-

18 tion or event which immediately endangers the health, safety or 

19 property of the residents of the municipality, and over which the 

20 governing body had no control and for which it could not plan; (2) 

21 emergency appropriations made pursuant to N. J. S. 40A :4--46 and 

22 special emergency appropriations made pursuant to N. J. S. 

23 40A :4-53; or ( 3) special emergency appropriations made pursuant 

24 toN. J. S. 40A:4-54, section 1 of P. L. 1961, c. 22 (C. 40A:4-55.1) 

25 or section 1 of P. L. 1968, c. 194 (C. 40A:4-55.13). Emergency 

26 temporary appropriations, special emergency appropriations and 

27 emergency appropriations under (1) and (2) above shall be 

28 approved by at least two-thirds of the governing body and by the 

29 Director of the Division of Local Government Services, and shall 

30 not exceed in the aggregate 3% of the previous year's :final current 

31 operating appropriations. Special emergency appropriations under 

32 (3) above shall be approved by at least two-thirds of the governing 

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

34 year's final current vperating appropriations. Neither procedure 

34A shall apply to appropriations adopted for a purpose referred to in 

35 subsections d. or j. below[.]; 

36 d. All debt service, including that of a Type I school district; 
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37 e. Amounts required for fm:di11g a preceding year's deficit; 

~18 f. Amounts reserved for uncollected taxes; 

39 g. Expenditures mandated after the effective date of this net 

40 pursuant to State or federal law; 

41 h. Expenditure of amounts derived from new or increased service 

42 fees imposed by ordinance, or derived from the sale of municipal 

43 assets; 

44 i. When approved by referendum; 

45 j. Amounts required to be paid pursuant to any contract 'with 

46 respect to use, services or provision of any project, facility or 

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

4·8 citizen housing or any similar purpose, or payments on account of 

49 debt service therefor, between a municipality and any other 

GO municipality, county, school or other district, agency, authority, 

51 commission, instrumentality, public corporation, body corporate 

52 and politic or political subdivision of this State. ·with respect to 

53 the amounts required to be paid for senior citizen housing in the 

54 above cited political subdivisions or bodies, the exceptim1s shall 

55 be subject to the review and approval of the Local Finance Board; 

56 k. Amounts required to be paid by any constituent municipality 

57 of the Hackensack Meadowlands District established pursuant to 

58 article 2 of the "Hackensack Meadowlands Heclamation and 

59 Development Act," (P. L. 1968, c. 404; C. 13:17-4) to the inter-

60 municipal account established pursuant to article 9 of said act 

61 (C. 13:17-60 through 13:17-76); 

G2 L Programs funded wholly or in part by federal or State funds 

6:1 and amounts received or to be received from federal, State or other 

64 funds in reimbursement for local expenditures; [or] 

65 m. Amounts [expended] appr·opriated to fund any increase in 

66 public utility, fuel oil, gasoline or heating oil charges which exceeds 

67 by more than 10% the [previous year's final expenditures for such 

68 purposes] arnotmt p·roduced by subtracting from the amownt 

69 appr-opriated in the previous year for these purposes that amownt 

70 which was excepted pursuant to this subsection in that previous 

71 year; 

72 n. Increased revenue from payments in lieu of taxes on any prop-

73 erty owned by a tax-exempt public entity, to the extent that the pay-

74 ment received for any single property exceeds the amount of real 

·75 property taxes received on that proper·ty in the year immediately 

76 prior to acquisition by the public entity, or, in the case of State 

77 property subject to P. L. 1977, c. 272 (C. 54:4-2.2a et seq.}, to the 

78 extent that the total State payment exceeds the amount of the pay-

79 rnent received in the 1982 b7tdget year; 
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80 o: :1h1y decrease in arnou;nts Teceived pU1·.<;'u.ant to any federal 

!:ll geneml pttrposeiS aid program from the amounts 1·eceived in local 

S:! lmdget ywr 1.982, aftM df;ducti,ng j1·o1n {he decrease any amount of 

s:} '1/l?Ui 0'1' iucreased federal or State general lJUTposes aid explicitly 

o4 pro1;ided for the Jm?pose of replacing the decrease -in federal aid; or 

8G p. .l:j.qnounts e:J;pended for the conduct of a wpecial election re­

SG qni1·erl by law to be held at a time other than the time of the yeneral 

H7 election or the time of a regular municipal election. 

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

2 read as follows: 

~~ 4. In the preparation of its budget, a county may not increase 

4 the county tax levy to be apportioned among its constituent munici-

5 palities in excess of 5% or the index rate, whichever is less, of the 

G previous year's county tax levy, subject to the following- exceptions: 

7 a. The amount of revenue generated by the increase in valuations 

8 within the county based solely on applying the preceding year's 

!-) county tax rate to the apportionment valuation of new construction 

10 or improvements within the county and such increase shall bB 

11 levied in direct proportion to said valuation; 

1~ b. Capital expenditures including appropriations for current 

1:; capital expenditures whether in the capital improvement fund, or 

14 as a component of a line item elsewhere in the budget, provided 

15 that any such current capital expenditure would be otherwise 

lG bondable under the requirements of N . • T. S. 40A :2-21 and 

17 40A :2-22; 

18 c. An increase based upon: (1) emergeney temporary appropria-

19 tions made pursuant to N .• J. S. 40A :4--20 to meet an urgent situa-

20 tion or event which immediately endangers the health, safety 

20A or property of the residents of the county, and over which the 

21 governing body had no control and for which it could not plan; (2) 

22 emergency appropriations macle pursuant to N . • J. S. 40A :4-46 and 

23 special emergency appropriations made pursuant to N .• J. S. 

24 40A :4--53; or (3) special emergency appropriations made pursuant 

25 toN. J. 8. 40A:4--54, secti-on 1 of P. L.1961, c. 22 (C. 40A:4--55.1), 

26 or section 1 of P. L. 1968, c. 194 (C. 40A:4-55.13). Emergency 

27 temporary appropriations, special emergency appropriations and 

2~ emergency appropriations under (1) and (2) above shall be 

2~J approved by at least two-thirds of the governing body and, where 

30 appropriate, approved by the chief executive officer of the county, 

31 and further approved by the Director of the Division of Local 

32 Government Services, and shall not exceed in the aggregate 3% of 

33 the previous year's final current operating appropriations. Special 

34 emergency appropriations under (3) above shall be approved by 



7 

35 at least two-thirds of the governing hody, and, where appropriate, 

36 approved by the chief executive officer of the county, and shall not 

:n exceed in the aggregate 3% of the pre'i'ions yN1r's final current 

3R operating appropriations. Neither procedure shall apply to appro­

.19 priatiOUS aUOpted for a purpose referred to in R11bReCtlOilS d. 01' f. 

40 below; 

41 d. All debt service; 

42 e. ]~xpenditures mandated after the <'ffediYe r1ate of this act 

4~~ pursuant to State or federal law; 

44 f. ~Amounts required lo be paid pursuant to any contract with 

4fl respect to use, services or provisions of any proj(~ct, facility or 

4n public improvement for water, sewer, solid \Yaste, parking-, senior 

47 citizen housing· or any simliar purpose, or p:.tymenb on account 

4R of debt service therefor, betwee11 a connt:;, :IIJd any other county, 

-4-9 municipality, school or other distriet, ag·ency, atlthorit:·, commis­

,)0 sion, instrumentality, public corporation, ho(l~· corporate and 

;) 1 politic or political subdivision of this State. With respect to the 

02 amounts required to be paid for senior eitize11 housing in the above 

):i eitN1 political subdivisions or bodies, the exeeptions shall be sub­

:i4 ject to the review and approval of the Local F'inance Board; 

;~);) g. rf'lmt portion of the county tax levy which represents funding 

;)() to participate in any federal or State aid program and amounts 

.",7 received or to be received from federal, State or other funds in 

08 reimbursernent for local expenditures; [or] 

.)9 1t. Amounts [expended] appropl'iated t.o fnnd any mcrease m 

no rmhlie ntility, fuel oil, gasoline or heating oil <'harges which exceeds 

()1 by more than 10% the [previous year's finaJ expemlitures for such 

G2 purposes] amount produced by subtr(/ct'illfJ from, the amoun.t 

()~ appro1Jriated in the previous year fo-r these purp08cS that amotmt 

H4 which 'Was excetJted pursuant to this subsection in that pre?'ious 

()5 yertr; 

Gfi i. Any decrease in amounts recei·red 11111· . .:;11ant to any federal 

G7 general purposes aid program from the amounts received in lonal 

()8 budget yeM .1982, after deducting ft·orn the deet·e,rtse any amount 

fi!l of new 01· increased federal or State generrr{ p1wposes aid explicitly 

70 provided fat· the purpose of replacinq the decrease ,in federal "·id; 

71 or 

72 .f. Arno·unts expended for the conduct of Ml'!J SJ)ecial electwn re-

7:1 qni1·ed b!t law to be held at a, tirne other than the tirne of the 

7 4 general election. 

1 7. (New section) Notwithstanding the provision~< of sections 2, 3 

2 or 4 of P. L. 1976, c. 68 (0. 40A:4.-45.2, 40A :4···45.3 and 40A :4-45.4) 

3 to the contrary, in any year for which the index rate exceeds 5%, 
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4 a municipality may, by ordinance, or a county may, by ordinance or 

5 resolution, as appropriate, provide that in the local budget year to 

6 which the ordinance or resolution applies, the final appropriations 

7 of the municipality, or the tax levy of the county, shall be increased 

8 by a percentage rate, greater than 5% but not to exceed the index 

9 rate, over the previous year's final appropriations, or county tax 

10 levy, as the case may be. 

11 The ordinance or resolution, as appropriate, shall be introduced 

12 after .January 1 of the local budget year to which it applies and 

13 prior to the date provided by law for the introduction and approval 

14 of the annual budget of the municipality or county. The ordinance 

15 or resolution shall state the greater percentage rate to be adopted 

16 and the additional amount of increased fmal appropriations or tax 

17 levy which that greater percentage rate repreP.ents over that which 

18 the 590 rate represents, and the individual appropriations items to 

19 which the additional amount applies setting forth for each appli-

20 cable appropriations item the amount to be appropriated: a. if the 

21 the greater percentage rate is adopted; and h. if the gTeater per-

22 centage rate is not adopted. The ordinance or resolution may, 

23 thereafter, be adopted, after publication and a public hearing 

24 separately afforded upon 10 days notice dnl:v published, by a 

.25 "'two-thirds* majority vote of the authorized mt>mhHrship of th(• 

26 governing body. Any procedures provided in a form of local p;overn-

27 ment for the exercise of veto powers by a mayor or county executive 

28 with respect to ordinances generally shall pertain. An ordinance or 

20 re!'olntion so adopted shall, notwithstanflin~>; ;my other provision of 

:10 J11w, take effect immediately upon adoption. 

:·n Upon adoption of the ordinance or rt:solution, the permissible 

:12 final appropriations of the municipality, or permissible county 

:13 b1x levy of the county, shall be calculated for the year as provided 

34 in section 3 or 4 of P. L. 1976, c. 68 (C. 40A :4-45.3 or 40A :4-45.4), 

35 except that the percentage rate so adopted shall be used. The final 

36 appropriations or county tax levy so calculated shall be used in the 

37 immediately following year for the purposes of section 2 of P. L. 

3R 1976, c. 68 (C. 40A :4--45.2). 

39 A copy of any ordinance or resolution introduced pursuant to 

40 this section shall be filed with the Director of the Division of Local 

41 Government Services within five days of introduction, and a copy 

42 of the ordinance or resolution adopted shall be filed with the 

43 director within five days of adoption. 

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

45 municipality pursuant to this section, no referendum shall be held 

46 in that municipality pursuant to subsection i. of section 3 of P. L. 

47 1976, c. 68 (C. 40A :4--45.3i). 
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1 8. (New section) Notwithstanding any provisions of P. T.~. 1976, 

2 c. 68 ( 40A :4-45.1 et seq.) to the contrary, a municipality or county, 

3 which, in any year subsequent to 1982 for which the index rate is 

4 greater than 5%, increases its final appropriations or county tax 

5 levy in an amount less than that permitted under the 5% percentage 

6 rate, shall be permitted to appropriate the difference between the 

7 amount of its actual final appropriations or county tax levy and the 

8 amount of its permitted final appropriations or county tax levy 

9 under the fi% percentage rate, as an exception to its final appropria-

10 tions or county tax levy in either of the next two succeeding years. 

11 In the year immediately following the year in which the amount of 

12 difference is so appropriated, the amount of difference shall be 

13 added to the final appropriations or county tax levy of the preceding 

14 year for the purposes of section 2 of P. L. 1976, c. 68 (C. 

15 40A:4-45.2). 

1 9. (New section) In any public referendum conducted by a mu-

2 nicipality pursuant to subsectioo i. of section 3 of P. L. 1976, c. 68 

3 (C. 40A:4-4:1.3i.), the public question to be submitted to the voters 

4 at the referendum election shall state only the amount by which the 

5 final apporpriations of the municipality shall be increased by more 

6 than the per:missible level over the previous year's final appropria-

7 tiolh~ if the question is approved by the voters, and the percentage 

8 rate of increase which that amount represents over the permissible 

9 rate. There shall be set forth in an accompanying explanatory state-

10 ment a list of the appropriations line items to which the increased 

11 amount shall apply and such other relevant information as the 

12 governing body may wish to include therein. 

13 A resolution adopted by a municipality to authorize the conduct 

14 of such a referendum shall set forth, in addition to the above, the 

15 amount to be appropriated for each applicable appropriations 

16 item: a. if the referendum question is approved by the voters; and 

17 b. if the referendum question is disapproved by the voters. 

1 10. (New section) a. There is established a commission to be 

2 known as the Local Expenditure Limitations Advisory Commission. 

3 ·The commission shall consist of 10 members, three of whom shall 

4 be appointed by the Governor, three of whom shall be appointed 

5 by the President of the Senate, three of whom shall be appointed 

6 by the Speaker of the General Assembly, and one of whom shall be 

7 the Director of the Division of Local Government Services, who 

8 shall serve ex officio. Each member so appointed shall possess ex-

9 pertise in local gove·rnment, local finance or economio analysis, and 

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

11 his period of service on the commission. 



10 

12 b. Members of the commission shall serve for a term of four 

13 years. Vacancies in the membership of the commission shall be 

14 filled in the same manner as the original appointment, but for the 

J 5 unexpired term. Members of the commission shall serve without 

16 compensation, but shall be reimbursed for traveling and other ex-

17 penses incurred in the performance of their duties, within the limits 

18 of funds appropriated or otherwise made available to the com-

19 IlllSSlOn. 

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

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

22 not be a member of the commission. 

23 d. It shall be the duty of the commission to conduct a continuing 

24 review of the provisions of P. L.1976, c. 68 (C. 40A: ~5.1 et seq.), 

25 and to eollect and assemble information and data on the effects of 

26 that law upon counties, municipalities and property taxpayers of 

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

28 particular attention: to the role which that law plays in controlling 

29 the relative balance between property taxes and other sources of 

30 local revenue; to any economic developments, and any executive 

31 or legislative or judicial actions, which may affect that relative 

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

33 the law on the financial stability or efficiency of local government<;. 

34 e. The commission shall report annually, on or before October 1, 

3:> to the Governor and the Legislature on the above matters, and shall 

36 include in that report information and data with respect to at least 

37 the following matters: 

38 (l) The utilization by counties and municipalities of the loool 

39 ordinance option and referendum option provided by the law for 

40 the purpose of permitting local governments to exceed the limita-

41 tions on increases in final appropriations or county tax levies, in-

42 eluding data for each instance of utilization, and data on current 

43 and cumulative increases in categories of appropriations items 

44 taken under each of these options ; 

45 (2) A list of instances of services or functions for which eligi-

46 bility was extended under section 3 of this amendatory and supple-

47 mentary act, and information and cumulative data on categories of 

48 services or functions assumed in various service or function areas, 

49 and on transfers of services or functions between types of local 

50 public entities ; 

51 (3) The utilization by counties and municipalities of the pro-

52 visions of section 8 of this amendatory and supplementary act; and 

53 ( 4) A statement of the index rate to apply in the next following 

54 lo<lal budget year, and any alterations which have occurred in the 
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55 method of calculation of that index rate since enactment, including 

56 any recommendations for legislation to compensate for any effects 

57 of those alterations. 

f>8 f. The commission shall be entitled to call to its assistance such 

59 personnel of any State agency, county, municipality or political 

60 subdivision a.s it may require in order to perform its duties under 

61 this act. The commission may make use of existing studies, surveys, 

62 plans, data a11d other materials in the possession of any State 

63 agency, or any county, municipality or political subdivision of the 

64 State. Each State agency, county, municipality and political sub-

65 division of the State shall make any information or material:.: 

66 available to the commission as it may require to perform its respon-

67 sibilities und()r this act.. The commission may meet and hold hear-

68 ings at such places and times as it shall designate. 

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

2 7. This act shall take effect immediately and be applicable to the 

3 tax years beginning in 1977 and shall expire DMember 31, [1982] 

4 1986. 

1 12. This act shall take effect immediately. 
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_s_E_N_/"1._ ... _T_E ___ Amendments 

to 

(with Assembly ~~endments adopted 
January 11, 1983) 

(by Senator Lynch, sponsor) 

STATDfENT 

This amen~~ent deletes the requirement inserted 

by the General Assembly, that the local gove~~ning 

body pass by a 2/3rds majority an ordinance or re-

solution to adopt the index rate. This amendment 

restores the requirement of a majority vote of the 

governing body, contained in the bill as it passed 

the Senate. 
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SENATE, No. 2016 

STATE OF NEW JERSEY 
INTRODUCED DECEMBER 16, 1982 

By Senators LYNCH, RODGERS, CAUFIELD, ORECHIO 

and HIRKALA 

Referred to Committee on County and Municipal Government 

AN AcT concerning limitations imposed upon increases in municipal 

final appropriations and county tax levies, and amending and 

supplementing P. L. 1976, c. 68. 

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

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

2 placed upon local government by P. L. 1976, c. 68 (C. 40A:4-45.1 

3 et seq.) are successfully accomplishing their purpose of controlling 

4 the growth in the cost of local government. 

5 The Legislature finds, however, that a uniform fixed percentage 

6 limitation on increases in expenditures has not adequately reflected 

7 either national economic trends or the differing needs of the various 

8 local governments of the State. As a result, local governments 

9 have been unevenly affected in their ability to provide necessary 

10 services to their residents. 

11 The Legislature, therefore, determines that P. L. 1976, c. 68 

12 requires adjustment to provide for an annually variable percentage 

13 limitation which more accurately reflects annual nationwide in-

14 creases in the basic costs of governmental operations, to provide 

15 a mechanism whereby local officials and taxpayers can examine the 

16 particular needs of their community and determine whether or 

17 not the use of this limitation more nearly addresses those needs, 

18 and to modify several features of the law which have proven to 

19 be arbitrary or to result in unintended effects on the structure of 

20 local government. 
EXPLANATION-Matter enclosed in bold-faced b1•aekets [thus] in the above bill 

is not enacted and is intended to be omitted in the law. 
Matter printed in italics th11s is new matter. 

Matter enclosed in asterisks or stars has been adopted as follows: 
*-Assembly amendments adopted January II, I983. 

"*-Senate amendment adopted January 24, I983. 
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1 2. Section 2 of P. L. 1976, c. 68 (C. 40A :4-45.2) is amended to read 

2 as follows: 

3 2. Beginning with the tax year 1977 municipalities other than 

4 those having a municipal purposes tax [levy] rate of $0.10 or less 

5 per $100.00 and counties shall be prohibited from increasing their 

6 final appropriations by more than 5% or the index rate, whichever 

7 is less, over the previous year except within the provisions set 

8 forth hereunder. 

9 For the purpose of this section, in computing its final appropria-

10 tions for the previous year, a municipality or county shall include, 

11 as part of its final appropriations: 

12 a. Amounts of revenue generated by an increase in its valuations 

13 based solely on applying the preceding year's local purposes tax 

14 rate of the municipality to the assessed value of new construction 

lf.i or improvements, or on aptJlying the preceding year's co~mty tax 

16 rate to the apportionment valuation of new construction or im-

17 provements, as may be appropriate; 

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

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

20 posed by ordinance; 

21 c. Amounts approved by referendum, pursuant to subsection i. 

22 of section 3 of P. L. 1976, c. 68 (C. 40A :4-45.3) and section 1 of 

23 P. L. 1979, c. 268 (C. 40A :4-45.3a); 

24 d. I ncr eased revenue 'received in the preceding year from 1Jay-

25 ments in lieu of taxes on any property owned by a tax-exempt public 

26 entity, to the extent that the payment is excepted pursuant to sub-

27 section n. of section 3 of P. L. 1976, c. 68 (C. 40A:4-45.3). 

28 In each budget year subsequent to 1981, and in the case of a 

29 county in each budget year subseqttent to 1982, whenever any mu-

30 nicipality or county shall have transferred to any local public 

31 utility, any local public authority or any special purposes district, 

32 during the immediately preceding budget year, or at any time 

33 during the current budget year prior to the final adoption of the 

34 bndget, any service or function funded during the immediately 

35 preceding budget year, either partially or wholly from appropria-

36 tions in the municipal or county budget, the municipality or county 

37 shall deduct from its final appropriations upon which its permissi-

38 ble expenditures are calculated, or upon which its permissible 

39 county tax levy is calculated, pursuant to this section the amount 

40 which the municipality or county expended for that service or 

41 function during the last full budget year throughout which the 

42 service or function so transferred was funded from appropriations 

43 in the municipal or county budget. 
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1 3. (New section) a. In any budget year subsequent to 1982, 

2 whenever a county or municipality shall have lawfully assumed, 

3 during the immediately preceding budget year, or at any time 

4 during the current budget year prior to the final adoption of the 

5 budget, the provision of any service or function funded during the 

6 immediately preceding budget year wholly by a local public utility, 

7 a local public authority or a special purposes district, and where 

8 the provision of that service or function by the county or munici-

9 pality is the result of the lawful dissolution of the public utility, 

10 public authority, or special services district previously providing 

11 the service or function, the county or municipality shall add to the 

12 final appropriations for the current budget year upon which its 

13 permissible expenditures are calculated, or upon which its pcr-

14 missible county tax levy is calculated, the amount certified by the 

15 Local Finance Board for appropriation by the county or munici-

16 pality to fund that service or function in the current budget year. 

17 b. In any budget year subsequent to 1982, whenever a county 

18 shall have lawfully assumed, during the immediately preceding 

19 budget year, or at any time during the current budget year prior 

20 to the final adoption of the budget, the provision of any service 

21 or function funded during the immediately preceding budget year 

22 wholly or partially by one or more municipalities within the county 

23 from appropriations in the municipal budget, the county shall add 

24 to the final appropriations for the current year upon which its 

25 permissible county tax levy is calculated the amount certified by 

26 the Local Finance Board for appropriation by the county to fund 

27 that service or function in the current budget year. 

28 c. The Local Finance Board shall approve the assumption of 

29 any service or function for the purpose of its eligibility under the 

30 provisions of this section. rrhe board shall approve the assump-

31 tion if it finds: that the assumption was lawfully made; that the 

32 assumption does not deleteriously affect the health, safety or 

33 welfare of the residents of a county or municipality; and that the 

34 assumption represents an efficient and feasible means of providing 

35 the service or function. The board shall, in approving the assump-

36 tion, certify to the county or municipality assuming the service 

37 or function the amount of appropriation to fund the service or 

38 function ,yhich shall be eligible for the provjsions of this section. 

1 4. (Ne'v section) As used in this amendatory aml supplem(mtary 

2 act, "index rate" means the rate of annual perce11tage increase, 

3 rounded to the nearest half-percent, in the Implicit Price Deflator 

4 for State and Local Government Purchases of Goods and Services, 

5 computed and published quarterly by the United States Department 
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6 of CommercP, Bun~an of J~conomic Analysis, calculating the annual 

7 increase therein at the second quarter which occurred in the next 

8 preceding loeal budget year. The Director of the Division of Local 

n Government Services shall promulgate annually, on or before 

10 October 1, the indt>x rate to apply iu the next following local budget 

11 year. 

1 5. Sectiou 3 of P. L. 1976, c. 68 (C. 40A :4-45.3) is amended to 

2 read as follows: 

3 3. In the preparation of its budget a municipality sl1all limit any 

4 increase in said budget to 5% M the index rate, whiche,ver is less, 

;) oYer the previous year's final appropriations subject to the follow­

G i ng exceptions : 

7 a. The amount of revenue generated by the increase in its valua-

8 tions based solely on applying the preceding year's general tax rate 

9 of the municipality to the assessed value of new construction or 

10 improvements; 

11 h. Capital expenditures including appropriations for current 

12 capital expemlitures whether in the capital improvement fund, or 

1 ~~ as a cowponellt of a li.ne item elsewhere in the bndget, provided 

14 that any such current capital expenditure would be otherwise bond-

1 ;) able under the requiremeuts of K .r. S. 40A :2-21 and 40A :2-22; 

16 c. An increase based npon: (1) emergency temporary appropria .. 

17 tions made pursuaut toN. J. S. 40A :4-20 to meet an urgent situa­

W tio11 or event which immediately endangers the health, safety or 

1!1 property of the residents of the municipality, and over which the 

~0 gon::rui.ng uody had no control and for which it could not plan; (2) 

21 emergency appropriations made pursuant to N. J. S. 40A :4-46 and 

22 special emergency appropriations made pursuant to N. J. S. 

23 40A :4-53; or (3) special emergency appropriations made pursuant 

24 toN. J. S. 40A:4-54, section 1 of P. L. 1961, c. 22 (C. 40A:4-55.1) 

25 or section 1 of P. L. 1968, c. 194 (C. 40A :4-55.13). Emergency 

:!G temporary appropriatiolls, special emergency appropriations and 

27 emergency appropriations under (1) and (2) above shall be 

2S approved by at least two-thirds of the governing body and by the 

29 Director of the Division of Loca1 Government Services, and shall 

30 not exceed in the aggregate 3% of the previous year's :final current 

31 operating appropriations. Special emergency appropriations under 

32 ( 3) above shall be approved by at least two-thirds of the governing 

:i'3 ho(ly, and shall not exceed in the aggregate 3% of the previous 

34 year's :final current vperating appropriations. Neither procerlure 

:14A shall apply to appropriations adopted for a purpose referred to in 

:ifi subsections d. or ;j. below[.]; 

36 d. All debt service, including that o[ a Type T scliool district: 
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37 e. Amounts required for funding a preceding year's deficit: 

~18 f. Amounts reserved for uncollected taxes; 

39 g. Expenditures mandated after the effective date of this act 

40 pursuant to State or federal law; 

41 h. Expenditure of amounts derived from new or increased service 

42 fees imposed by ordinance, or derived from the sale of nnmicipal 

43 assets; 

44 i. ·when approved by referendum; 

45 j. Amounts required to be paid pursua11t to any contract with 

46 respect to use, services or provisiou of any project, facility or 

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

-!8 citizen housing or any similar purpose, or payments on account of 

·1~J debt service therefor, between a muuicipality and any other 

50 municipality, county, school or other district, agency, authority, 

51 commission, instrumentality, puhlic corporation, body corporate 

52 and politic or political subdivision of this State. With respect to 

:)3 the amounts required to be paid for senior citizen housing in the 

54 above cited political subdivisions or bodies, the exceptions shall 

55 be subject to the review and approval of the Local F'inance Board; 

56 k. Amounts required to be paid by any constitueut municipality 

57 of the Hackensack Meadowlands District established pursuallt to 

38 article 2 of the ''Hackensack Meadowlands Reclamation and 

;;9 Development Act," (P. L. 1968, c. 404; C. 13 :17-4) to the inter­

GO municipal account established pursuant to article 9 of said act 

61 (C. 13:17-60 through 13:17-76); 

G2 1. Programs funded wholly or in part by federal or State funds 

GJ and amounts received or to be received frorn federal, State or other 

04 funds in reimbursement for local expenditures; [or] 

GG m. Amounts [expended] app1 opriated to fund any mcrease m 

G6 public utility, fuel oil, gasoline or heating oil charges \Vhich exceeds 

67 by more than 107~) the [previous year's final expenditures for such 

G8 purposes] amount produced by subtracting frorn the mnount 

69 appropriated in the previous year· fot· these put·poses that amount 

70 which was excepted pursuant to this subsection iJL that previo1,ts 

71 year; 

72 

'73 

n. Increased 'revenue fnJ1n payrnents in lieu of taxes on any prop­

erty owned by a tax-exempt public entity, to the extent that the pay-

74 ment 1·eceived for any single p1·operty exceeds the anwunt of 1·cal 

75 property taxes received on that property in the year immediately 

76 priM to acquisition by the public ent·ilJJ, vr, tn the case of State 

77 property S1.tbjed toP. D. 1977, c. 272 (C. 54:4-2.2a et seq.), to the 

78 extent that the total State tWJtm.cut exceeds the arnomd of the pay-

79 ment received in the 1982 budget yem·; 
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80 o. Any decrease in arnottnts received pttrsuant to any federal 

81 general purposes aid program from the amounts received in local 

82 budget year 1982, after deducting from the decrease any amount of 

83 new or increased federal or State general purposes aid explicitly 

84 provided for the pu·rpose of replacing the decrease in federal aid; or 

85 p. Amou.nts expended foT the conduct of a special election r·e-

86 quired by law to be held at a time other than the time of the general 

87 election or the time of a regular municipal election. 

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

2 read as follows: 

3 4. In the preparation of its budget, a county may not increase 

4 the county tax levy to be apportioned among its constituent munici-

5 palities in excess of 5% or the index rate, whicheve·r is less, of the 

6 previous year's county tax levy, subject to the following exceptions: 

7 a. The amount of revenue generated by the increase in valuations 

8 within the county based solely on applying the preceding year's 

9 county tax rate to the apportionment valuation of new construction 

10 or improvements within the county and such increase shall be 

11 levied in direct proportion to said valuation; 

12 b. Capital expenditures including appropriations for current 

13 capital expenditures whether in the capital improvement fund, or 

14 as a component of a line item elsewhere in the budget, provided 

15 that any such current capital expenditure would be otherwise 

16 bondable under the requirements of N. J. S. 40A :2--21 and 

17 40A :2--22 ; 

18 c. An increase based upon: ( 1) emergency temporary appropria-

19 tions made pursuant toN. J. S. 40A :4-20 to meet au urgent situa-

20 tion or event which immediately endangers the health, safety 

20A or property of the residents of the county, and over which the 

21 governing body had no control and for which it could not plan; (2) 

22 emergency appropriations made pursuant toN. J. S. 40A :4-46 and 

23 special emergency appropriations made pursuant to N. J. S. 

24 40A :4-53; or (3) special emergency appropriations made pursuant 

25 toN. J. S. 40A:4-54, section 1 of P. L.1961, c. 22 (C. 40A:4-55.1), 

26 or section 1 of P. L. 1968, c. 194 (C. 40A:4-55.13). Emergency 

27 temporary appropriations, special emergency appropriations and 

28 emergency appropriations under (1) and (2) above shall be 

29 approved by at least two-thirds of the governing body and, where 

30 appropriate, approved by the chief executive officer of the county, 

31 and further approved by the Director of the Division of Local 

32 Government Services, and shall not exceed in the aggregate 3% of 

33 the previous year's final current operating appropriations. Special 

34 emergency appropriations under (3) above shall be approved by 
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35 at least two-thirds of the governing body, and, where appropriate, 

36 approved by the chief executive officer of the county, and shall not 

37 exceed in the aggregate 3% of the previous year's final current 

38 operating appropriations. Neither procedure shall apply to appro-

39 priations adopted for a purpose referred to in subsections d. or f. 

40 below; 

41 d. All debt service; 

42 e. Expenditures mandated after the effective date of this act 

43 pursuant to State or federal law; 

44 f. Amounts required to be paid pursuant to any contract with 

45 respect to use, services or provisions of any project, facility or 

46 public improvement for water, sewer, solid \vaste, parking, senior 

47 citizen housing or any simliar purpose, o1· pnyments on account 

48 of debt service therefor, between a connt~', and any other county, 

49 municipality, school or other district, ap:ency, authority, commis-

50 sion, instrumentality, public corporation, body corporate and 

51 politic or political subdivision of this State. "With respect to the 

52 amounts required to be paid for senior citizen housing in the above 

fl3 cited political subdivisions or bodies, the exceptions shall be sub-

54 ject to the review and approval of the Local Finance Board; 

55 g. That portion of the county tax levy which represents funding 

56 to participate in any federal or State aid program and amounts 

57 received or to be received from federal, State or other funds in 

58 reimbursement for local expenditures; [or] 

59 h. Amounts [expended] appropriated to fund any increase in 

60 public utility, fuel oil, gasoline or heating oil cha1·ges which exceeds 

Gl by more than 10% the [previous year's final expenditures for such 

62 purposes] amount produced by subtracting from the amount 

63 appropriated in the previous year for these purposes that amount 

64 which was excepted pursuant to this subsection in that previons 

65 year; 

66 i. Any decrease in amounts received pursuant to any federal 

67 general purposes aid program from the amounts received in looal 

()8 budget yea·r 1982, aftet· deducting from the decrease any mnount 

69 of new or increased federal or State genet·al purposes aid explicitly 

70 provided for the purpose of replacing the decrease in federal wid; 

71 or 
72 j. Amounts expended for the conduct of any special electton re-

73 qttired by law to be held at a time other than the time of the 

74 general election. 

1 7. (New section) Notwithstanding the provisions of sections 2, 3 

2 or 4 of P. L.1976, c. 68 (C. 40A:4-45.2, 40A:4-45.3 and 40A:4-45.4) 

3 to the contrary, in any year for which the index rate exceeds 5%, 
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4 a municipality may, by ordinance, or a cou11ty may, by ordinance or 

5 resolution, as appropriate, provide that in the local budget year to 

6 which the ordinance or resolution appli<>R, the :5nal appropriations 

7 of the municipality, or the tax levy of tbe nounty, shall be increased 

8 by a percentage rate, greater than 5% but not to exceed the index 

9 rate, over the previous year's :final arJpropriations, or county tax 

10 levy, as the case may be. 

11 The ordinance or resolution, as appropriate, shall be introduced 

12 after January 1 of the local budget year to which it applies and 

13 prior to the date provided by law for tho introduction and approval 

14 of the annual budget of the municipality or county. The ordinance 

J 3 or resolution shall state the greater pernentage rate to be adopted 

16 and the additional amount of increased :5nal appropriations or tax 

17 levy which that greater percentage rate represents over that which 

18 the 5% rate represents, and the individnHl appropriations items to 

19 'vhich the additional amount applies setting forth for each appli-

20 cable appropriations item the amount to be appropriated: a. if the 

21 the greater percentage rate is adopted: and h. if the greater per-

22 centage rate is not adopted. The orflinance or resolution may, 

23 thereafter, be adopted, after publication and a public hearing 

24 separately afforded upon 10 days notice duly published, by a 

25 *'*'[*two-thirds*]** majority vote of the authorized membership of 

26 the governing body. Any procedures provided in a form of local 

27 government for the exercise of veto powers by a mayor or county 

28 e:xecntive with respect to ordinances generally shall pertain. An 

29 ordinance or resolution so adopted shall, notwithstanding any other 

30 provision of law, take rffect immediately upon adoption. 

31 Upon adoption of the ordinance or resolution, the permissible 

32 final appropriations of the municipality, or permissible county 

33 tax levy of the county, shall be calculated for the year as provided 

34 in section 3 or 4 of P. L. 1976, c. 68 (C. 40A. :4-45.3 or 40A :4-45.4), 

35 except that the percentage rate so adopted shall be used. The final 

36 appropriations or county tax levy so calculated shall be used in the 

37 immediately following year for the purposes of section 2 of P. L. 

38 1976, c. 68 (C. 40A :4-45.2). 

39 A copy of any ordinance or resolution introduced pursuant to 

40 this section shall be £led with the Director of the Division of Local 

41 Government Services within five days of introduction, and a copy 

42 of the ordinance or resolution adopted shall be £led with the 

43 director within five days of adoption. 

44 In any year for which an ordinance *[or resolution]* is adopted 

45 by a municipality pursuant to this section, no 1·eferendmn shall be 

46 held in that municipality pursuant to subsection i. of section 3 of 

47 P. L.l976, c. 68 (C.40A:4-45.3i). 



9 

48 • No municipality adopting an or-dinance p1tr stUJ.nt to this section 

49 sha:tl, in the year for which that ordinance is adopted, be entitled to 

50 the exception authorized pursuant to subsection m. of section 3 of 

51 P. L. 1976, c. 68 (C. 40A:4-45.3). 

52 No county adopting an ordinance or •resolut,im~, as appt·opriate, 

53 pursuant to this section shall, in the yeat· for which that ordi·nanoe 

54 m· resolution is adopted, be entitled to the exception authori.zed 

55 pursua·nt to subsection h. of sect·ion 4 of P. L. 1976, c. 68 (C. 

56 40A :4:-45.4}. • 

1 8. (New section) Notwithstanding any provisions of P. L. 1976, 

2 c. 68 ( 40A :4-45.1 et seq.) to the contrary, a municipality or county, 

3 which, in any year subsequent to 1982 for which the index rate is 

4 greater than 5%, increases its final appropriations or county tax 

5 levy in an amount less than that permitted under the 51o percentage 

6 rate) shall be permitted to appropriate the difference between the 

7 amount of its actual final appropriations or county tax levy and the 

8 amount of its permitted final appropriations or county tax levy 

9 under the 5% percentage rate, as an exception to its final appropria-

10 tions or county ta.x levy in either of the next two succeeding years. 

11 In the year immediately following the year in which the amount o.f 

12 difference is so appropriated, the amount of difference shall be 

13 added to the final appropriations or county tax levy of the preceding 

14 year for the purposes of section 2 of P. L. 1976, c. 68 (C. 

15 40A :4-45.2). 

1 9. (New section) In any public referendum conducted by a mu-

2 nicipality pursuant to subsection i. of section 3 of P. L. 1976, c. 68 

3 (C. 40A:4---45.3i.), the public question to be submitted to the voters 

4 at the referendum election shall state only the amount by which the 

5 final apporpriations of the municipality shall be increased by more 

6 than the permissible level over the previous year's :final appropria-

7 tions if the question is approved by the voters, and the percentage 

8 rate of increase which that amount represents over the permissible 

9 rate. There shall be set forth in an accompanying explanatory state-

10 roent a list of the appropriations line items to which the i.ooreased 

11 amount shall apply and such other relevant information as thii! 

12 governing body may wish to include therein. 

13 A resolution adopted by a municipality to authorize the oonduct 

14 of such a referandum shall set forth, in addition to the above, the 

15 amount to be appropriated for each applicable appropriations 

16 item: a. if the referendum question is approved by the voters; and 

17 b. if the r·eferendum question is disapproved by the vo.ters. 

1 10. (New section) a. The·re is established a commission to be 

2 known as the Local Expenditure Limitations Advisory Commission. 
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3· The commission shall consist. of 10 members, three of whom shall 

4 be appointed by the Governor, three of whom shall be appointed 

5 by the President of the Senate, three of whom shall be appointed 

6 by the Speaker of the General Assembly, and one of whom shall be 

7 the Director of the Division of Local Government Services, who 

8 shall serve ex officio. Each member so appointed shall posse'Ss ex-

9 pertise in local government, local finance or economic analysis, and 

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

11 h1s period of service on the commission. 

12 b. Members of the commission shall serve for a term of four 

13 years. Vacancies in the membership of the commission shall be 

14 :filled in the same manner as the original appointment, but for the 

15 unexpired term. Members of the commission shall serve without 

16 compensation, but shall be reimbursed for traveling and other ex-

17 penses incurred in the performance of their duties, within the limits 

18 of funds appropriated or otherwise made available to the com-

19 mission. 

20 c. The commission shall seleet from among its members a cha.ir-

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

22 not be a member of the commission. 

23 d. It shaH be the duty of the commission to conduct a continuing 

24 review of the provisions of P. I.J.1976, c. 68 (C. 40A: 4-45.1 et seq.), 

25 and to collect and assemble information and data on the effects of 

26 that law upon counties, municipalities and property taxpayers of 

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

28 particular attention: to the role which that law plays in controlling 

29 the relative balance between property taxes and other sources of 

30 local revenue; to any economic developments, and any executive 

31 or legislative or judicial actions, which may affect that relative 

32 balance or the efficacy of the law; and to any unforese:en. effects of 

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

34 e. The commission shall report annually, on or before October 1, 

35 to the Governor and the Legislature on the above matters, and shall 

36 include in that report information and data with respect to at least 

37 the following matters: 

38 (1) The utilization by counties and municipalities of the looal 

39 ordinance option and referendum option provided by the law for 

40 the purpose of permitting local governments to exceed the limita-

41 tiO'Ils on increases in final appropriations or county tax levies, in-

42 eluding data for each instance of utili~ation, and data on C'Urrent 

43 

44 

45 

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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46 bility was extended under section 3 of this amendatory and supple-

47 mentary act, and information and cumulative data on categories of 

48 services or functions assumed in various service or function areas, 

49 and on transfers of services or functions between types of local 

50 public entities; 

51 (3) The utilization by counties and municipalities of the pro-

52 visions of section 8 of this amendatory and supplementary act; and 

53 ( 4) A statement of the index rate to apply in th~ next following 

54 local budget year, and any alterations which have occurred in the 

55 method of calculation of that index rate since enactment, including 

56 any recommendations for legislation to compensate for any effects 

57 of those alterations. 

58 f. The commis.sion shall be entitled to call to its assislbance such 

59 personnel of any State agency, county, municipality or political 

60 subdivision as it may require in order to perform its, duties under 

61 this act. The commission may make use of existing studies, surveys, 

62 plans, data and other materials in the possession of any State 

63 agency, or any county, municipality or political subdivision of the 

64 State. Each State agency, county, municipality and political sub-

65 division of the State shall make any info,rmation or materials 

66 available to the commission as iJt may require to perform its respon-

67 sibilities under this act. The commission may meet and hold hear-

68 ings at such places and times as it shall designate. 

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

2 7. This act shall take effect immediately and be applicable to the 

3 tax years beginning in 1977 and shall expire December 31, [1982] 

4 1986. 

1 12. This act shall take effect immediately. 
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SENATE, No. 2016 

STATE OF NEW JERSEY 
INTRODUCED DECEMBER 16, 1982 

By Senators LYNCH, RODGERS, CAUFIELD, ORECHIO 

and HIRKALA 

Referred to Committee on County and Municipal Government 

AN ACT concerning limitations imposed upon increases in municipal 

final appropriations and county tax levies, and amending and 

supplementing P. L. 1976, c. 68. 

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

2 of New Jersey: 

1 1. (New section) The Legislature finds that the constraints 

2 placed upon local government by P. L. 1976, c. 68 (C. 40A :4-45.1 

3 et seq.) are successfully accomplishing their purpose of controlling 

4 the growth in the cost of local government. 

5 The Legislature finds, however, that a uniform fixed percentage 

6 limitation on increases in expenditures has not adequately reflected 

7 either national economic trends or the differing needs of the various 

8 local governments of the State. As a result, local governments 

9 have been unevenly affected in their ability to provide necessary 

10 services to their residents. 

11 The Legislature, therefore, determines that P. L. 1976, c. 68 

12 requires adjustment to provide for an annually variable percentage 

13 limitation which more accurately reflects annual nationwide in-

14 creases in the basic costs of governmental operations, to provide 

15 a mechanism whereby local officials and taxpayers can examine the 

16 particular needs of their community and determine whether or 

17 not the use of this limitation more nearly addresses those needs, 

18 and to modify several features of the law which have proven to 

19 be arbitrary or to result in unintended effects on the structure of 

20 local government. 
EXPLANATION-1\I[atter enclosed in bold-faced brackets [thus] in the above bill 

is not enacted and is intended to be omitted in the law. 
Matter printed in italics thus is new matter. 

Matter enclosed in asterisks or stars has been adopted as follows: 
*-Assembly amendments adopted January ll, 1983. 

**-Senate amendment adopted January 24, 1983. 
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1 2. Section 2 of P. L. 1976, c. 68 (C. 40A :4-45.2) is amended to read 

2 as follows: 

3 2. Beginning with the tax year 1977 municipalities other than 

4 those having a municipal purposes tax [levy] rate of $0.10 or less 

5 per $100.00 and counties shall be prohibited from increasing their 

6 final appropriations by more than 5% or the index rate, whichevet· 

7 is less, over the previous year except within the provisions set 

8 forth hereunder. 

9 For the purpose of this section, in computing its final appropria-

10 tions for the previous year, a municipality or coWJtty shall include, 

11 as part of its final appropriations: 

12 a. Amounts of revenue generated by an increase in its valuations 

13 based solely on applying the preceding year's local purposes tax 

14 rate of the municipality to the assessed value of new construction 

15 or improvements, or on applying the preceding year's county tax 

16 rate to the apportionment valuation of new construction or im-

17 provements, as may be appmpriate; 

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

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

20 posed by ordinance; 

21 c. Amounts approved by referendum, pursuant to subsection i. 

22 of section 3 of P. L. 1976, c. 68 (C. 40A :4-45.3) and section 1 of 

23 P. L. 1979, c. 268 (C. 40A:4-45.3a); 

24 d. Increased revenue received in the preceding year from pay-

25 1nents in lieu of taxes on any property owned by a tax-exempt public 

26 entity, to the extent that the payment is excepted pursuant to sub-

27 section 1~. of section 3 of P. L. 1976, c. 68 (C. 40A :4-45.3 ). 

28 In each budget year subsequent to 1981, and in the case of a 

29 county in each budget year subsequent to 1982, whenever any mu-

30 nicipality or county shall have transferred to any local public 

31 utility, any local public authority or any special purposes district, 

32 during the immediately preceding budget year, or at any time 

33 during the current budget year prior to the final adoption of the 

34 budget, any service or function funded during the immediately 

35 preceding budget year, either partially or wholly from appropria-

36 tions in the municipal or county budget, the municipality or county 

37 shall deduct from its final appropriations upon which its permissi-

38 ble expenditures are calculated, or 'UpO'It which its permissible 

39 county tax levy is calculated, pursuant to this section the amount 

40 which the municipality or county expended for that service or 

41 function during the last full budget year throughout which the 

42 service or function so transferred was funded from appropriations 

43 in the municipal or county budget. 
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1 3. (New section) a. In any budget year subsequent to 1982, 

2 whenever a county or municipality shall have lawfully assumed, 

3 during the immediately preceding budget year, or at any time 

4 during the current budget year prior to the final adoption of the 

5 budget, the provision of any service or function funded during the 

6 immediately preceding budget year wholly by a local public utility, 

7 a local public authority or a special purposes district, and where 

8 the provision of that service or function by the county or munici-

9 pality is the result of the lawful dissolution of the public utility, 

10 public authority, or special services district previously providing 

11 the service or function, the county or municipality shall add to the 

12 final appropriations for the current budget year upon which its 

13 permissible expenditures are calculated, or upon which its per-

14 missible county tax levy is calculated, the amount certified by the 

15 Local Finance Board for appropriation by the county or munici-

16 pality to fund that service or function in the current budget year. 

17 b. In any budget year subsequent to 1982, whenever a county 

18 shall have lawfully assumed, during the immediately preceding 

19 budget year, or at any time during the current budget year prior 

20 to the final adoption of the budget, the provision of any service 

21 or function funded during the immediately preceding budget year 

22 wholly or partially by one or more municipalities within the county 

23 from appropriations in the municipal budget, the county shall add 

24 to the final appropriations for the current year upon which its 

25 permissible county tax levy is calculated the amount certified by 

26 the Local Finance Board for appropriation by the county to fund 

27 that service or function in the current budget year. 

28 c. The Local Finance Board shall approve the assumption of 

29 any service or function for the purpose of its eligibility under the 

30 provisions of this section. The board shall approve the assump-

3! tion if it finds: that the assumption was lawfully made; that the 

32 assumption does not deleteriously affect the health, safety or 

33 welfare of the residents of a county or municipality; and that the 

34 assumption represents an efficient and feasible means of providing 

35 the service or function. The board shall, in approving the assump-

36 tion, certify to the county or municipality assuming the service 

37 or function the amount of appropriation to fund the service or 

38 function which shall be eligible for the provisions of this section. 

1 4. (New section) As used in this amendatory and supplementary 

2 act, "index rate" means the rate of annual percentage increa:;;e, 

3 rounded to the nearest half-percent, in the Implicit Price Deflator 

4 for State and Local Government Purchases of Goods and Services, 

5 computed and published quarterly by the United States Department 
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6 of Commerce, Bureau of Ec0110mic Amtlysis, calculating the annual 

7 increase therein at the second quarter which occurred in the next 

8 preceding local budget year. The Director of the Division of Local 

9 Government Services shall promulgate annually, on or before 

10 October 1, the index rate to apply in the next following local budget 

11 year. 

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

2 read as follows: 

:1 3. In the preparation of its budget a municipality shall limit any 

4 increase in said budget to 5% or the index rate, whichevet· is less, 

5 over the previous year's final appropriations subject to the follow-

6 ing exceptions : 

7 a. 'l,he amount of revenue generated by the increase in its valua-

8 tions based solely on applying the preceding year's general tax rate 

D of the municipalit~T to the assessed value of new construction or 

10 improvements; 

11 b. Capital expenditures including apvropriutions for current 

1 S capital exvenditures whether in the capital improvement fund, or 

1 ;) as a component of a line item elsewhere in the budget, provided 

14- that any such current capital expenditure would be otherwise bond­

l;l able• under the requirements of N.J. S. 40A :2-21 and 40A :2-22: 

16 c. An increase based upon: (1) emergency temporary appropria-

17 tions made pursnallt to N. ,J. S. 40A :4-20 to meet an urgent situa-

18 tion or event which immediately endangers the health, safety or 

1 ~) property of the residents of the municipality, and over which the 

20 governing body had no control and for which it could not plan; (2) 

21 emergency appropriations made pursuaut toN. J. S. 40A:4-46 aud 

22 special emergency appropriations made pursuant to N. J. S. 

23 40A :4-53; or (3) special emergency appropriations made pursuant 

24 toN. J. S. 40A :4-54, section 1 of P. L. 1961, c. 22 (C. 40A :4-55.1) 

25 or section 1 of P. L. 1968, c. 194 (C. 40A :4.-55.13). TGmergency 

26 temporary appropriations, special emergeucy appropriations and 

2"[ emergency appropriatioJJs under (1) and (2) above shall he 

28 approved by at least two-thirds of the governing body and by the 

2~) Director of the Division of Local Government Services, and shall 

80 not exceed in the aggregate 37o of the previous year's final current 

31 operating appropriations. Special emergency appropriations under 

32 (3) above shall be approved by at least two-thirds of the governing 

::33 body, and slmll not exceP.d in the aggregate 37o of the previous 

R4 year's fmal current vperating appropriations. Neither procedure 

34A shall apply to appropriations adopted for a purpose referred to in 

35 ~nbsPctions d. or j. bP.low[.]; 

36 d. All debt service, including that of a Type I sehool district; 
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37 e. Amounts required for funding a preceding year's deficit; 

:38 f. Amounts reserved for uncollected taxes; 

39 g. Expenditures mandated after the effective date of this act 

40 pursuant to State or federal law; 

41 h. Expenditure of amounts derived from new or increased service 

42 fees imposed hy ordi11ance, or derived from the sale of municipal 

43 assets; 

44 i. \Vhen approved by referendum; 

45 j. Amounts required to be paid pursuant to any contract with 

46 respect to use, services or provision of any project, facility or 

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

48 citizen housing or any similar purpose, or payments on account of 

49 debt service therefor, between a municipality and any other 

GO municipHlity, county, school or other district, agency, authority, 

51 commission, instrumentality, public corporation, body corporate 

52 aJJd politic or political subdivision of this State. ·with respect to 

5:5 the amounts required to be paid for senior citizen housing in the 

;)4 above clted political subdivisions or bodies, the exceptions shall 

55 be subject to the review and approval of the Local Finance Board; 

56 k. Amounts required to be paid by any constituent municipality 

67 of the Hackensack l\Ieadowlands District established pursuant to 

5B article 2 of the "Hackmtsack Yieudowlands Heclamati.on and 

;ji) Developme11t Act," (P. I,. 1968, c. 404; C. 13 :17-4) to the inter­

GO municipal account established pursuant to article 9 of said aet 

Gl (C. 13:17-60 through 13:17-76); 

G2 1. Programs fuuded wholly or in part by federal or State funds 

{i3 and amounts received or to be received from federal, State or other 

64 funds in reimbursement for local expenditures; [or] 

05 m. }UllOUJlts [expended] appropriated to fund any increase m 

66 public uti1ity, fuel oiJ, gasoline or heating oil charges which exceeds 

67 by more than 10;;; the [previous year's final expenditures for such 

68 purposes] amowd produced by subtracting from the amount 

GH appropt·iated in the previous yea1· for these pu:rposes that mnount 

70 ·which was excepted pwrsuant to this subsection in that previous 

71 year; 

72 n. Increased revenue from payments in lieu. of taxes on any prop-

73 er·ty owned by a tax-exempt public entity, to the extent that the pay-

74 ment 1·eceived for any single prope,rty e;;.~cecds the ammwt of real 

75 property taus Teceived on that prope·rty in the year immediately 

76 prior to acq1.tisition by the public ent-ity, or, in the case of StatP 

77 P'roperty subject toP. L . .1977, (:. 272 (C . .'54:4-2.2a et seq.), to the 

78 extent that the total State 1Jayrnent exceeds the arnount of the pay-

79 tnent received in the 1982 b1.tdget year; 
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80 o. Any decrease in amot~nts received pursuant to any federal 

81 general purposes aid program from the amounts received in local 

82 budget year 1982, after deducting from the decrease any amount of 

83 new or increased federal or State general purposes aid explicitly 

84 provided for the purpose of replacing the decrease in. federal aid; or 

85 p. Amounts expended for the conduct of a special election t·e-

86 quired by law to be held at a time other than the time of the general 

87 election or the time of a regular municipal election. 

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

2 read as follows: 

3 4. In the preparation of its budget, a county may not increase 

4 the county tax levy to be apportioned among its constituent munici-

5 palities in excess of 5% or the index rate, whichever is less, of the 

6 previous year's county tax levy, subject to the following exceptions: 

7 a. The amount of revenue generated by the increase in valuations 

8 within the county based solely on applying the preceding year's 

9 county tax rate to the apportionment valuation of new construction 

10 or improvements within the county and such increase shall be 

11 levied in direct proportion to said valuation; 

12 b. Capital expenditures including appropriations for current 

13 capital expenditures whether in the capital improvement fund, or 

14 as a component of a line item elsewhere in the budget, provided 

15 that any such current capital expenditure would be otherwise 

16 bondable under the requirements of N. J. S. 40A :2-21 and 

17 40A :2-22 ; 

18 c. An increase based upon: (1) emergency temporary appropria-

19 tions made pursuant to N. J. S. 40A :4-20 to meet an urgent situa-

20 tion or event which immediately endangers the health, safety 

20A or property of the residents of the county, and over which the 

21 governing body had no control and for which it could not plan; (2) 

22 emergency appropriations made pursuant to N. J. S. 40A :4-46 and 

23 special emergency appropriations made pursuant to N. J. S. 

24 40A:4-53; or (3) special emergency appropriations made pursuant 

25 to N. J. S. 40A :4-54, section 1 of P. L. 1961, c. 22 (C. 40A :4-55.1), 

26 or section 1 of P. L. 1968, c. 194 (C. 40A:4-55.13). Emergency 

27 temporary appropriations, special emergency appropriations and 

28 emergency appropriations under (1) and (2) aboYe shall be 

29 approved by at least two-thirds of the governing body and, where 

30 appropriate, approved by the chief executive officer of the county, 

31 and further approved by the Director of the Division of Local 

32 Government Services, and shall not exceed in the aggregate 3·% of 

33 the previous year's final current operating appropriations. Special 

34 emergency appropriations under (3) above shall be approved by 
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35 at least two-thirds of the governing body, and, where appropriate, 

36 approved by the chief executive officer of the county, and shall not 

37 exceed in the aggregate 3% of the previous year's final current 

38 operating appropriations. Neither procedure shall apply to appro-

39 priations adopted for a purpose referred to in subsections d. or f. 

40 below; 

41 d. All debt service; 

42 e. Expenditures mandated after the effective date of this act 

43 pursuant to State or federal law; 

44 f. Amounts required to be paid pursuant to any contract with 

45 respect to use, services or provisions of any project, facility or 

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

47 citizen housing or any simliar purpose, or payments on account 

48 of debt service therefor, between a county, and any other county, 

49 municipality, school or other district, agency, authority, commis-

50 sion, instrumentality, public corporation, body corporate and 

51 politic or political subdivision of this State. With respect to the 

52 amounts required to be paid for senior citizen housing in the above 

53 cited political subdivisions or bodies, the exceptions shall be sub-

54 ject to the review and approval of the Local Finance Board; 

55 g. That portion of the county tax levy which represents funding 

56 to participate in any federal or State aid program and amounts 

57 received or to be received from federal, State or other funds in 

58 reimbursement for local expenditures; [or] 

59 h. Amounts [expended] appropriated to fund any increase in 

60 public utility, fuel oil, gasoline or heating oil charges which exceeds 

61 by more than 10% the [previous year's final expenditures for such 

62 purposes] amount produced by subtracting from the amount 

63 appropriated in the previous year for these purposes tha·t amount 

64 which was excepted pursuant to this sub8ection in that previous 

65 year; 

66 i. Any decrease in amounts received pursuant to any federal 

67 general purposes aid program from the amounts received in local 

68 budget year 1982, after deducting from the decrease any amount 

69 of new or increased federal or State general purposes aid explicitly 

70 provided for the purpose of replacing the decrease in federal aid; 

71 or 

72 j. Amounts expended for the conduct of any special electton re­

quired by law to be held at a ti1ne other than, the time of the 73 

74 general election. 

1 7. (New section) Notwithstanding the provisions of sections 2, 3 

2 or 4 of P. L.1976, c. 68 (C. 40A:4---45.2, 40A:4-45.3 and 40A:4---45.4) 

3 to the contrary, in any year for which the index rate exceeds 5%, 
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4 a municipality may, by ordinance, or a county may, by ordinance or 

5 resolution, as appropriate, provide that in the local budget year to 

6 which the ordinance or resolution applies, the final appropriations 

7 of the municipality, or the tax levy of the county, shall be increased 

8 by a percentage rate, greater than 5;Yc but not to exceed the index 

9 rate, over the previous year's final appropriations, or county tax 

10 levy, as the case may be. 

11 The ordinance or resolution, as appropriate, shall be introduced 

12 after January 1 of the local budget year to which it applies and 

13 prior to the date provided by law for the introduction and approyal 

14 of the annual budget of the municipality or county. The ordinance 

15 or resolution shall state the greater percentage rate to be adopted 

16 and the additional amount of increased final appropriations or tax 

17 levy which that greater percentage rate represents over that which 

18 the 5% rate represents, and the individual appropriations items to 

19 which the additional amount applies setting forth for each appli-

20 cable appropriations item the amount to he appropriated: a. if the 

21 the greater percentage rate is adopted; and b. if the greater per-

22 centage rate is not adopted. The ordinance or resolution may, 

23 thereafter, be adopted, after publication and a public hearing 

24 separately afforded upon 10 days notice duly published, by a 

25 **[*two-thirds*] u majority vote of the authorized membership of 

26 the goveruing body. procedure;:; provided in a form of local 

27 governmm1t for the exercise of veto powers by a mayor or county 

28 executive with respect to ordinances generally shall pertain. An 

29 ordimmce or resolution so adopted shall, notwithstanding any other 

30 provision of law, take effect immediately upon adoption. 

31 Upon adoption of the ordinance or resolution, the permissible 

32 final appropriations of the municipality, or permissible county 

33 tax levy of the county, shall be calculated for the year as provided 

34 in section 3 or 4 of P. L. 1976, c. 68 (0. 40A:4-45.3 or 40A:4-45.4), 

35 except that the percentage rate so adopted shall be used. The final 

36 appropriations or county tax levy so calculated shall be used in the 

37 immediately following year for the purposes of section 2 of P. L. 

38 1976, c. 68 (0. 40A:4-45.2). 

39 A copy of any ordinance or resolution introduced pursuant to 

40 this section shall be filed with the Director of the Division of Local 

41 Government Services within five days of introduction, and a copy 

42 of the ordinance or resolution adopted shall be filed with the 

43 director within five days of adoption. 

44 In any year for which au ordinance *[or resolution]* is adopted 

45 by a municipality pursuant to this section, no referendum sl1all be 

46 held in that municipality pursuant to subsection i. of section 3 of 

47 P.L.1976, c. 68 (0.40A:4-45.3i). 
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48 •No municipality adopt-ing an ordinance pursuant to this section 

49 shall, in the year for which that ordinance is adopted, be entitled to 

50 the exception authorized pursuant to subsection m. of section 3 of 

51 P. L. 1976, c. 68 (C. 40.A:4-45.3). 

52 No county adopting an ordinance or r·esolution, as appropriate, 

53 pursuant to this section shall, i,n the year for which that ordinance 

54 or resolution is adopted, be entitled to the exception authorized 

55 pursuant to subsection h. of section 4 of P. L. 1976, c. 68 (C. 

56 40.A :4-45.4).• 

1 8. (New section) Notwithstanding any provisions of P. L. 1976, 

2 c. 68 ( 40A :4-45.1 et seq.) to the contrary, a municipality or county, 

3 which, in any year subsequent to 1982 for which the index rate is 

4 greater than 5%, increases its final appropriations or county tax 

5 levy in an amotmt less than that permitted under the 5% percentage 

6 rate, shall be permitted to appropriate the difference between the 

7 amount of its actual final appropriations or county tax levy and the 

8 amount of its permitted final appropriations or county ta.:x levy 

9 under the 5% percentage rate, as an exception to its final appropria-

10 tions or county tax levy in either of the next two succeeding years. 

11 In the year immediately following the year in which the amount of 

12 difference is so appropriated, the amount of difference shall be 

13 added to the final appropriations or county tax levy of the preceding 

14 year for the purposes of section 2 of P. L. 1976, e. 68 (C. 

15 40A :4--45.2). 

1 9. (New section) In any public referendum conducted by a mu-

2 nicipality pursuant to subsection i. of section 3 of P. L. 1976, c. 68 

3 (C. 40A :4-45.3i.), the public question to be submitted to the voters 

4 at the referendum election shall state only the amount by which the 

5 final apporpriations of the municipality shall be increased by more 

6 than the permissible level over the previous year's .final appropria-

7 tions if the question is approved by the voters, and the percentage 

8 rate of increase which that amount represents over the permissible 

9 rate. There shall be set forth in an accompanying explanatory state-

10 menta list of the appropriations line items to which the increased 

11 amount shall apply and such other relevant information as the 

12 governing body may wish to include therein. 

13 A resolution adopted by a municipality to authorize the conduct 

14 of such a referendum shall set forth, in addition to the above, the 

15 amount to be appropriated for each applicable appropriations 

16 item: a. if the referendum question is approved by the voters ; and 

17 b. if the referendum question is disapproved by the voters. 

1 10. (New section) a. There is established a commission to be 

2 known as the Local Expenditure Limitations Advisory Commission. 
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· 3 .rrhe commission shall consist of 10 members, three of whom shall 

4 be appointed by the Governor, three of whom shall be appointed 

5. by the President of the Senate, three of whom shall be appointed 

6 by the Speaker of the General Assembly, and one of whom shall. be 

7 the Director of the Division of Local Government Services, who 

8 shall serve ex officio. Each member so appointed shall possess ex-

9 pertise in .local government, local finance or economic analysis, and 

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

11 his period of service on the commission. 

12 b. Members of the commission shall serve for a term of four 

13 years. Vacancies in the membership of the commission shall be 

14 filled in the same manner as the original appointment, but for the 

15 unexpired term. Members of the commission shall serve without 

16 compensation, but shall be reimbursed for traveling and other ex-

17 penses incurred in the performance of their duties, within the limits 

18 of funds appropriated or otherwise made available to the com-

19 mission. 

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

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

22 not be a member of the commission. 

23 d. It shall be the duty o.f the commission to conduct a continuing 

24 review of the provisions of P. L. 1976, c. 68 (C. 40A: 4-45.1 et seq.), 

:~5 and to collect and assemble information and data on the effects of 

26 that law upon counties, municipalities and property taxpayers ()f 

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

28 particular attention: to the role which that law plays in controlling 

29 the relative balance between property taxes and other sources, of 

, 30 local revenue ; to any economic developments, and any executive 

~. 31 or legislative or judicial actions, which may affect that relative 

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

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

.34 e. The commission shall report annually, on or before October 1, 

.35 to the Governor and the Legislature on the above matters, and shall 

36 include in that report information and data with respect to at least 

. 37 . the following matters : 

38 ( 1) The utilization by counties ·and municipalities of the l0cal 

39 :Ordinance option and referendum :<>ption provided by the law for 

41) . the purpose of permitting local governments to exceed the limita-

41 tions on increases in final appropriations or county tax levies, in-

.;~ cluding da~a for each instance of utilization, and data on current 

43 and, cumulative increases in categories of appropriations items 

. t4. · Ul,ken 1m:~er each of these options; 

. 45 . (2) .A list of instances of services or functions fo:r which eJigi-
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46 bility was extended under section 3 of this amendatory and supple-

47 mentary act, and information and cumulative data on categories of 

48 services or functions assumed in various service or function areas, 

49 and on transfers of services or functions between types of local 

50 public entities; 

51 (3) The utilization by counties and municipalities of the pro-

52 visions of section 8 of this amendatory and supplementary act; and 

53 (4) A statement of the index rate to apply in the next following 

54 local budget year, and any alterations which have occurred in the 

55 method of calculation of that index rate since enactment, including 

56 any recommendations for legislation to compensate for any effects 

57 of those alterations. 

58 f. The commission shall be entitled to call to its assistance such 

59 personnel of any State agency, county, municipality or political 

60 subdivision as it may require in order to perform its duties under 

61 this act. The commission may make use of existing studies, surveys, 

62 plans, data and other materials in the possession of any State 

63 agency, or any county, municipality or political subdivision of the 

64 State. Each State agency, county, municipality and political sub-

65 division of the State shall make any information or materials 

66 available to the commission as it may require to perform its respon-

67 sibilities under this act. The commission may meet and hold hear-

68 ings at such places and times as it shall designate. 

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

2 7. This act shall take effect immediately and be applicable to the 

3 tax years beginning in 1977 and shall expire December 31, [1982] 

4 1986. 

1 12. This act shall take effect immediately. 
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FOR IMMEDIATE RELEASE 

MONDAY,-JANUARY 31, 1983 

OFFICE OF THE GOVERNOR 

CONTACT: PAUL WOLCOTT 

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" .. 
l a~~-

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 

local and state government services) whichever is less. If the index rate exceeds 

5 percent, the municipal 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 

one year rate, rounded to the nearest one-half percent. 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 

repla~ed by increased federal or state aid. 
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