
-----------------
----------

--------
-----------------------------

------------
-----------------

LEGISLiWlVE HIS70F.Y CHECK'l..IIST 

(Local government mon~es--require 
deposit in interes~ bearing public 
c.e:;'2sitory)_40A: 5-14NJSA

1961981LAWS	 'CHAPTER 
~----------

51319Bill No.


Sponsor(s) J. Russo
 

Date Introduced June 12, 1980
 

Assembly !-'unicipal Gov't _Committee:
 

County and Municipal Gov't
 
Senate 

AY.lendments denoe-ed bv------------------"'"'"":""--.,;--':'"'"'""""";"'"-"":""':'''''j"''-~ 
Amende~ durirul nassalffi ,v.A-<;1.. iUs): asterisksaccordlng to ~verno~~ recommenda~~~ls 

Date of Passage: Assembly Ma~cb 5. 1981	 Re-enacted 6-15-81
 
Re-enacted 6-8-81
Jan. 22, 1981
 

Senate

July 9, 1981 

Date of approval

Following statements are attached if available:
 

Sponsor statement Yes x:N6
 

Cormnittee Statement: Assembly Yes No
 

Senate Yes N<)X
 

Fiscal Note ies No
 

Veto Message Yes xNO
 

Message on signing 'A"M§ No
 

Following were printed:
 

Reports No
 

Hearings No
 

For Federal Regulations referred to in statements
 
12 CFR 217
 

Also attached:
 
: Department of Community Affairs support of legislation 

(letter) 

6/22/81 



gl 

i"'~-i'l 

[SECOND OFFICIAL COPY REPRINT] 

SENATE, No. 1319 

STATE OF NEW JERSEY
 
INTRODUCED .JUNE 12, 1980 

By Senator J. RUSSO 

Referred to Committee on County and Municipal Government 

AN ACT concerning the "Local Fiscal Affairs Law," and amending 

N. J. S. 40A :5-14. 

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

2 of New Jersey: 

1 1. N..J. S. 40A :5--14 is amended to read as follows: 

2 40A :5-14. Jijach local unit shall designate as a depository for its 

3 moneys a public depository as defined in section 1 of P. L. 1970, 

4 c. 236 (C. 17:9-41), or the State of New Jersey Cash Management 

5 Fund established pursuant to section 1 of P. L. 1977, c. 281 (C. 

6 52 :18A-90.4), or any combination thereof. Except as otherwise 

7 provided in this sectioll, any public depository so designated pur­

t) suant to this section shall he one which will allow", to the extent 

9 permitted by State and Federallaw,'* iuterest on *[al1]" balances 

10 of moneys deposited [therein] therewith"£, and]'* *. The Director 

11 of the Division of Local Govenlrne'tlt Services shall, by r'ule or 

12 r'egulatiort, require that'" all moneys deposited with such deposi­

13 tory[, other than minimum amounts deposited in checking ac­

14 counts for cash disbursement purposes, shall be deposited in 

15 interest bearing accounts or may, whenever more compatible with 

16 the cash flow r(~quireIllents of the local unit, be deposited therewith 

17 in time accounts with interest subject to withdrawal upon notice]-, 

18 ion such ac('(mnts as the Dir'ecto-r may require,"'" shall ""~Taccure]U 

H) **acrrlle U inter'est ""[from ° timp 7'2 horusT' "fr01n a specific t-ime'" 

20 o,fter deposit, or' /rom srtch lessp't' tin~e o,,'! the local 'Unit and the 

21 rZerJOsitory may agree. ""These rrtles and regulations shall be de­

22 signed so as to assure to tTl e greatest extent practicable the invest­

23 ment of local frtnds in interest bearing accounts and may be adjusted 

24 from t'i-me to time in orde'l" to 'reflect changes 'in Federal or State law 

.25 or regulations. The directM 1na~1 pl'ovide f01" variance from the 

26 rules and regu.lationsfor the handling of small srtms of money as 

27 he shalf define."" "Thenenr an:,- sl1c.h pnblic depository shall agree 

28- to perform for the local ullit [certain] specific services [of a nature 

EXPLANATION-Matiei- 'e~closed in bold.i~ced b~a~ets (thu~] in the above bill 
is not enacted and is· intended to be omitted in the law. 
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27 as shall be necessary to compensate the depository for such services. 

28 A list of the services to be so performed and a cost estimate of the 

29 value of such services shall be submitted to the division for certifica­

30 tion purposes] ag1"ee to maintain in a separate noninterest uem'ing 

31 account with the depository a predetermined amount sufficient to 

32 compensate for the ag1'eed upon services. The agreement shall be 

33 in w1'iting and shall become a part of the annual audit conducted 

34 pursuant to N. J. S. 40A :5--4. 

35 The official charged with the custody of such moneys shall deposit 

36 them in the depository or depositories so designated and shall there­

37 after be relieved of any liability or loss of such moneys due to the 

38 insolvency or closing of the depository or depositories. 

1 2. This act shall take effect January 1, 1981. 

STATEMENT 

P. L.1979, c. 315 was enacted January 18, 1980, amending N. J. S. 

40A :5-14 of the "Local Fiscal Affairs Law," to require local units 

to deposit their idle funds in interest bearing accounts, except in 

those circumstances where the depository agrees to perform ser­

vices for the local unit sufficient to compensate the local unit for 

interest not received. That law is scheduled by its terms to take 

effect January 1, 1981. 

This bill amends that law pursuant to recommendations of the 

Division of Local Government Services to better effectuate its pur­

poses and to take into account changes in Federal regulation of 

banking operations which have occurred since P. L. 1979, c. 315 

passed the Legislature. This bill would require that all moneys 

deposited by a local unit in its public depository shall earn interest 

from a time 72 hours after deposit, or from such lesser time as the 

local unit and depository may agree. The bill removes the pro­

vision of P. L. 1979, c. 315 that amounts deposited in checking 

accounts are exempted from the interest-earning requirement. This 

change reflects the recent change in Federal regulations permitting 

banks to give interest on checking accounts. With this change in 

Federal regulations, it is appropriate that the interest bearing 

requirement be based upon the period of time the funds are 

deposited with the bank, rather than upon the type of account. 

The bill also amends the provision of P. L. 1979, c. 315 permitting 

funds to be deposited in non-interest bearing accounts whenever the 

bank agrees to provide services to the local unit. The major change 

here is to use the local annual audit procedure of N. J. S. 40A :5-4, 

rather than a State certification procedure, for the enforcement of 

the terms of such agreements. 
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DATED: NOVEMBER 24,1980 

Senate Bill K0.1:1] 9 would amend P. L. 1m9, c. 315, which was enacted 

January 18, USO. 1'ltat law ,vould require local units to deposit their 

idle funds in illterest hearillg aCcoullts, except in those circumstances 

where the depository agrees to perform ReJTices for the local unit 

sufficient to compensate the local unit for iuterest not received. rrhat 

law is scheduled L~' its terms to take effect January 1, E)81. rl'his legis­

lation would remedy certain administrative diiTiculties relating to the 

implementation of that law prior to its taking effect. 

As amended h,v the Senate committee, Olle major change made to 

that law would he in the provisiou permitting local units to deposit 

fuuds ill noninterest bearing aCCoUllts whelwver the bank agrees to 

provide services to the local unit. This bill would suhstitute the use 

of the local annual audit procedure of N. J. S. 40A:i)-..1, rather than 

a Statc~ certificatioll procedure, for the enforcement of the terms of 

such agreements. rrhe conunittee alllembllents assure that the ex.isting 

investigatory powers of the Director of Local Government Services 

would apply to these agreemeuts. 

lUlOther major change to P. L. 1979, c. :.n5 would be to provide tlw 

Director of Local Goverllment Services with sufiicieut regulatory flexi­

hility to specify which local accoUllts are to be deposited 011 inter(~st 

bearing terms and from what time following deposit interest shall 

accrue. rJ'he local Ullit would he permitted to agree with its depository 

to a lesser tillle than that generally required by the director. 

'The hill as aUlPlidecl would direct the Di\"isioll or Local Go\'eI'llIllent 

Ser"iees to assure to the greatest extellt practicahle the illvesbnellt 01' 

local funds il1 illterest bearing aCe0l111ts, amI to adjust l'equirellleuts 

therefor from time to time to l'etled ('hanges ill State or Federal law 

or regulations. TIllS regulatory iiexibilit)" is lH~cessary since, cOlltral')" 

to tlte introdnctol')' statcmellt Oll the hill, Fedpral regulatiolls do Hot 

permit banks to allow interest 0n cheekill~ accounts of eoullties and 



municipalities (NO"W accounts). ~rhe committee understauds that the 

Federal H,eserve System currently authorizes l\O\V accounts only for 

individuals and certain nonprofit religious, philanthropic, charitable, 

educational and fraterual entities, including professional associations, 

labor UUiOllS, social clubs, recreatioual clubs, and school districts, among 

others. The committee does not see why State and local govenmlents 

are specifically excluded from this authorizatioll, but obviously caunot 

alter that rulillg here. rrhe committee believes that tlle statutory direc­

tion given to the divisioll iu this bill will permit the director to require 

the use of NOvY aCCoullts for checking purposes where feasible, if amI 

when Federal requiremellts change in this regard. 

The Sellate conllnittee amelldmeuhi provide for all oversight fUllction 

over rules aud regulations adopted pmsuant to the act to be exercised 

by this committee and the Assembly Rm'enue, Fiuauce alld Appropria­

tions Committee. The committee strollgly Lelieves that tllis oversight 

is necessary, given that the hill as amellded furnishes the Director of 

Local Government Sen'ices with a high degree of discretion amI flexi­

bility in implementiug the intent of the act. rrhe oversight provisiolls 

require that rules and regulations to effectuate the act be filed with 

the two committees Hot less than GO days following enactment (approval 

by the Govel'llor). The act would not take effect until 60 days followiug 

that filing. This woul<1 furnish the committees with sufficient time to 

hold hearings on the proposed regulations prior to their taking effect, 

and to recommend to the LegiSlature whatever corrective actions the 

committees find necessary, consistent with the legislative and investi­

gatory powers of the Legislature. 

Notwithstanding the effective date of the bill as discussed above, it 

shall supercede all provisions of P. L. 1979, c. 315 immediately upon 

enactment, including the effective date of that law. 



STATE OF NEW JERSEY 
EXFCLTI\'! Ihl'.\ltDIF:'.'T 

May 4, 1981 

SENATE BILL NO. 1319 (OCR) 

To thf' Sf'nate: 

Pursuant to Articlf' V, Sf'ction I, paragraph 14(b) of the Constitution, I am 

returning Sf'nate Bill No. 1319 (OCR) with my objections for reconsideration. 

This bill amends existing law to permit more flf'xibility in the requirement that 

funds of local units be deposited in intf'rest bearing accounts. While I support the 

substantive provisions in the bill, I am concerned with-the oversight provision in 

section 2 and operation of the effective date in section 3. 

Since the date this bill was introduced, laws and regulations have been impl­

emented in New Jersey which require that regulations be filf'd with the Legislature. 

The provisions in this bill are inconsistent with the existing law. I find no rational 

for imposing a different procedure on regulations pursuant to this bill and other 

regulations. Hence, I recommend that those provisions be eliminated from the bill. 

I also recommf'nd that the language on the effective date of the act be reworded to be 

consistent with the above change and that the bill provide that thf' act is effective 

immediately upon enactment. 

Accordingly, I am returning Senate Bill No. 1319 (OCR) for rE'consideration and 

recommE'nd that it be amE'ndE'd as follows: 

PagE' 2, Section 2: DE'lE'te f'ntire sE'ction. 

Page 2, Section 3: DelE'te entirE' section and insE'rt "2. This act 
shall take E'ffE'ct immediately." 

Respectfully, 

/s/ Brendan Byrne 

Attest: 

/s/ Harold L. Hodes 

CHIEF OF STAFF, SECRETARY 



Fcl'Tu~ry 2. 1931 

The ~~onorable Vincent Ozzio Pellocchia 
A5~e~hl~an, District 35 
100 i ::t3il ton P la ~a 

Paterson, Se~ Jersey 07505 

~h. Senate Bill 1319 QCR (1980) 

ue:lr Asscnbl;"D:m Pellecchia; 

The nOr3rt;".t~nt of CO";>j"lt'1i ty "'ffnt rs stro'1~11y sU},n(n'ts 
Sonate Bill 1319, which provid~s for designation hy locn.l units of 
~ovcrOi::~('nt 0 f 11 Jcposi tory for thQ!r Iwncys. It set s forth the 
reT... i t"Ci':,cnts th3t n nub 1ic derosi tory t:1US t ~(~ot in or jer to serve 
:as 1\ deI'os i tory for 10c<\ 1 rOVCTnrl,mt tmrlcys. 

N.J.S.~. 40A:5-14 w~s recently amenJcd by r. L. 1979, c. 315. 
to require that a public ucpo~itory, In ord~r to rccoiv~ Jc~ir.nntion 

as a dcrository for local 1?Ovl'rnw.cnt n:oneys, 1~\l5t allow i:lter~st on 
p-ll balances of mClTlCys, except ~ini:n;;t:! Ur:lounts d~posit':'J in chf'ckinr. 
accounts for cash disburscr:er.t pm'roses. 'tm less f'm.J", =tre JCT'osi ted 
b ti~c accounts. Further~or{', p. L. 1979, c, 315. rt'quirt-;.I the 
Director of t~e Division of Local r,overn~cnt S~rvlc~s to ~r~nt prior 
"'e't'i!lission to locnl units wishin~~ to enter into <!.f1'rN""I"nts with fublic 
d('~'ositl·rics for tho rcrf'('r~[jncc of ccrt:lin servict.:5 1T1 1iNI f)f 
ir:ter-.:st on :H::ounts ']C';1ositt;'d, "PIe- [Jirector W:t~ ~lso charrted with 
:'t"\");;;ulr!J t in ~ rules ;mJ rC'gul~tions to hi:) 1cr.~cn t the ~'r{'lvi s i on ~ of 
ii, L. 1~7J, c. 315. 

Based on ::it:cti,,'s ...:ith lcc:-Jl officinl'i, n~)1rl:'~ent:-ttiV('5 

or the b:m'ki~r; i:1dllstry, JT"\J other lJ"rti(~s, t'!~ rivhicn of Loc:!! 
r.overnr.:cnt Serviccs cC'llchlllCd thClt th<:.>t"c ~I('rc ::l 1,1r;'~ :1~I~hcr of !")r:!ctlci'll 
~iFficulti\~3 1:1 i'Ji;lc~cnth;g ?, L. 1~..179. c. :'15. The rcC]uirc""~lIts oF' 



r~e ;[ono'(';}blc Vincent Ozd" P~ll ::cchiil	 Fchru:uy 2, 1931 
-...., ­

the law \tore too ri~id to 1,f'O co:-:-,patibl" Hi.th ro:o:"13t(·J l:lw tlr.c current 
~)';'Ictic~s. The ni'ri~ion \;:15 ~m~bl(\ to ;,ro;-:lul,,"'tc 'uttsr.:1ctorv rules 
.1nd rc.~u13tion5 .qiv':'n the bl1fU<lf.~ of thl.' 111w, ~nJ it Jt)~5 not h!lve 
t~:e ca~<lbi1ity to fulfill the cnf(}rce;r~!1t duties dcl(':'i1tc~ to it. 

Senate nil1 1319 :\~~nJs ::.!5.A.. 41).\:5-14 to proviJ0 tJw 
flcxjbilit)" nCCOg~Try for lC'c31 L"Tlits o~ ':0vcr.l.,:,ent ~lr.d rollhlic ,f~nosi.torie~ 

to ~~et t~e basic intent of P. L. 19i9, c. 31S. i.~. to en~ure to t~e 

:;rcatc-st cxt~nt r055ib1~ that local fUIlJs ::lre '.l<:r'("I51 t(~.J in int~rcst­
hC:JTin;! 3ccounts or .ire othcrh'i~c JC:'"105 i ted in return for sred. fie 
5prvices. The bill will also al1cv1at~ ;:;lny o~ the nJ:."i·'listr;ltiv~ 

burJ~ns it!:l;Joscd on the Dlvtsio:'\ of LOC;l! Crwcrn",l'nt <:('~ylcc3 hy 
? L. 1979: c. 315, t~3t the Division cannot now hear riven its fisc31 
and staff rosources. 

r J thereforo J rcsncct fully urfe yOll and YOtJr CO;-1!~i ttec to 
:'T0f121tly consiJ.~r $cnrJte nill 1319 ~md to rc:,ort this hill fnvonhly. 

If there are any aurstlons, rle~sc do n~t ~~5ttntc to contnct 
'!s. ~lelaHlo lYl11ou<rhhy, our L{'~lsbti...o Li3ison. [It ((;0:'» 292-7%1. 

Sir-cereiy Yours, 

Jose-ph A. l,!J!-";!,!t(, 

Con::issinner 

ce'	 The tionor8bl~ hermp.n T. Costello
 
Tho llollorable Eu~cnc H. Th(t~:,son
 

The !ionorahlc John ". Cir~enti
 
T~c Honorable Arthur n. Alhohn
 
Tho !lonornblc ;.:. ('sry 1:<"!w:1rds 
The Honorable LUiott F. 51:11 th
 
TI1(" :Ionorah Ie John P. ttusso
 

bec:	 " ....y Piro, !\s5istant Counsel to the' Covernor 
.J:t:;jCS \'IUIlsch, Com:!d ttcc i\iuc / 

Barry Skokowski, Director 
'·ic lanic L. :~illo\lr.hhv, Lc~i 51ati vc Lied son 

JAL:nl:b~r.l 
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