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Proposed letter of transmittal

I.

To the Senate and General Assembly:

The County and Municipal Law Revision Commission

he.revt th aubnuts its first ' l egi s l a t i ve report in further­

ance of its duty to revise Title 40 of the Revised statutes.

This report oontains Chapter· 1, General Provisions.

Chapter 2, Local Bond Law, Chapter 4, Local BUdget Law,

Chapter 5, Fiscal · Affairs Law, of. a proposed Title 40A,

Municipalities and Counties. Chapter 3 has been omitted

trcm this report i it is recommended that it ultlmately

contain the. Local Revenue Bond Law. a draft of w'hich will

be forthcoming at a later date.

are recommended by this Commission are descri.bed hereinafter

The proposed substantive and editorial revisions whjch

This is an entirely new chapter.

40A:l-l. Definitions. This section contains definitLons

GENERAL PROVISIONSCHAPTER 1.

..
in detail. Substantive change in existing law is intended

only in those sections described hereafter.

of terms used commonly throughout all of Title 40A'.. In add .i.t t o»

to these general definitions applicable to all of the' tjtle.
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each chapter will contain definitions of terms which apply

only to the specific chapter. It is anticipated that as

the revision work progresses new definitions will be added

to this section.

40A:1-2 to 40A:I-IO. These sections relate to the

legal effect of the revision, the classification and

arrangement of sections, its construction with prior law.

severability of its sections and the applicability of

R.S. 1:1 et seq. 'By enacting these sections into law and

stating them in general terms so that they apply to all of

Title 40A, it will be unnecessary to repeat these s ec t i.ons

again as each of the forthcoming chapters of the revision

are enacted.

CHAPTER 2. LOCAL JON}) LAW

The local bond law vas enacted in 1935 as a general

revision of the Pierson Bond Act of 1916. It was, in 1935,

and is to some extent today, the leader in those state-wide

general municjpal bonding control laws which have done so

much to make the generalobli.p.;ation bonds of United States

municipalities pri~e investments acceptable in all finan91al

markets.

The local bond law of 193~, to~ether with the local

budget law of 1937, helped New (Jersey through the period of

r-eorganl aa't Lon from municipal defaults to an Lmprove d credit
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position. During the 23 years since its enactment, the

tocal·bond law emerged as a·model for the so-oalled "model

bond law" reoommended for consideration by other states.

Because the present law is an essentially sound law, the

Commission aoted' cautiously in providing for ohanges.

The first draft of this revision was prepared by

George C. Skillman, Director, Division of Looal Government,

De·partment of the Treasury, and Charles DeF. Beeore !., Chief

Counsel ~nd Executive Director, Law Revision and Legislative

Servioes,with the assistance of Clive S. Cummis, Counsel to

the Commission.

Suggee t Lona made by Henry E. Russell and John T. Trimble,

bonding attorneys of New York Ci t"y, .were Lno orpo.ra'ted in it.

Three hundred oopies of thi~ fjrst draft were distributed to

interested persons', groups and publio officials throughout the

State of New Jersey, with a request inviting suggestions and

oriticisms. The draft and suggestions were then turned over

to an advisory oommittee of experts appointed by Governor

Robert B. Meyner.

The committee oonsisted of Olifton T~ Barkalow, Lawrence

A. Carton, Jr., Daniel DeBrier, and Arthur B. Smith, municipal

attorneys, Leo A. MoCarth,y, Henry E. Russell, John T ~ Trimble

and David M. Wood, bonding attorneys, Louis S. Korb and Joseph

J. Seaman, munioipal auditors, as well as Director Skillman.
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In addition, Charles DeF. Besore' and F. Colman Greene

cooperated with the advisory committee and aided in its

work. This group reflected a wide variety of view and

professional experf.enc e..

The committee met on numerous occasions for the purpose

of examining the' draft. A stenographic record of the, pro­

ceedings was taken~ and fo1lowing- ~ach meeting the record
,

was transcribed and sent to each member of the committee and

to each member of the Oommission for their review. At the

olose of the last meeting, all the recommendations final;t.Y

adopted by the committee were incorporated into 'a formal

report whioh was presented to the Commission. The oommf.trce e

and the C.ommission then met jointly' several times to review

the committee's report and pass upon its recommendations.

The recommendations of the committee which were accepted by

the Oommission were inoorporated into a seoond. draft and

sent to eaoh member of the 90mmittee and each,member of the

Commission for further review. This second draft was then

comprehensively reviewed by' the Commission staff which made

SOme correotions and changes. The final draft was then

presented to the Commission. Members of the Commission re-

viewed and'adopted this final draft.

The accent in the revised law is on simplification and

clarity.of'language. The sections are rearranged so that

they are in a more logical sequence. Many sections have been
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consolidated and obsolete provisions deleted. Standard

definitions of terms used commonly throughout the chapter

have been adopted. The 4% debt limitation fo r municipaltties,

and the 7~ debt limitation for counties have ~een retained.

although the Commission recognizes that some change will

1.11timately be required when the law affecting rates of as se as ­

ment is finally enacted. The term "b ond ord Lnanc e" is now

used to describe the proceeding for the authorization of a

local unit's obligations. This will effect a change of

terminology only in the case of counti es which' presently act

by bond resolution. This new label is more legally accurate,

for the procedures followed in authorizing bonds are substan­

tially. identical with procedures followed in passing an ordinance,

and it will not result in any substantive or procedural change.

40A:2-3 (R.S. 40:1-7. 40:1-9) Power to borrow money and

issue obligations. This section changes existing law; tt per­

mits the financing for an improvement or property for which an

emergency appropriation has been made if the obligations are

authorized prior to the provision for that appropriation in

the local unit's bUdget. The existing law provides for financ­

ing an improvement or property for which an emergency appropri­

ation has been made only in the same fiscal year.
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40A:2-7 (R.S. 40:1-16) Exoeptions to debt limitation.

~his seotion oontains a major substantive ohange. Subseotion.

d.of R.S. 40:1-16 has been eliminated. It is overly oompli­

oated, and those looal units whioh h~ve used It in the past

have done so with hesitation and unoert~inty. A new seotion

has been developed (40A:2-7 g) whioh provides looal units­

with an absolute right to exoeed the debt limitations when

they comply with the meohanios of a simple formula. The

purpose of ~his seotion is to permit a looal unit to have

the absolute right to exoeed its debt limitation only in

relation to the extent that it retires its outstandin.g obli­

gations.

40A: 2-8 (R. S. 40:1-8, 40:1-42, New) Short te.rm finanoing.

Paragraph a of this section authorizes bond antioipation notes.

It ohanges eXisting law in eliminatj.n.g the 1/5 of 1% l;l..mita­

tionon the authorization of bond antioipation notes. The

purpose of the elimination of this limitation· 'is to prov.ide

a munioipality with more flexj.bili ty. Paragraph b of this

seotion is an entirely new provision not oontained in exist­

ing law. This permits the issuanoe of a 5-year oapital note

authorized and sold in the same manner as a bond antioipation

note. The note must be refunded in an amount of 20% per year

out of funds other than the prooeeds of obl, igations. Its
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purpose is to afford more flexibility to smaller local

units and to save them the high cost of authorizing and

issuing bonds in capital expenditures of $20,000 or less.

40A:2-11 (R.S. 40:1-12) Down PEtyment. This section

continues the down payment requirement. The purpose of the

down payment is to insure capital planning and require a"

limited pay-as-you-go plan for the funding of capital im­

provements. Subsection b 2 changes existing law in that

the moneys referred to must be moneys then actually held by

the local unit and previously contributed for such purpose

other than by the local unit. The reference to Federal or

State agency aid.present in existing law is eliminated.

Experience has shown that Federal or State agency aid cannot

be reljed upon unless the fund.::) from such aid have actuallv

been contributed to the local unit and held by it. In many

cases, aid promised and expected has not been forthcoming.

It is for this reason that the recommended section requires

that the moneys be actually held by the local unit in order

to qualify under the down payment provision. This new require­

ment is an added protection to the public and is in line with

the underlying rationale of this section requiring limited

pay-as-you-go.

40A:2-13 (R.S. 40:1-11) Multi-purpose bond ordinances.

The language of the existing law has been substantially re­

duced while preserving its substance. The requirement of

having the director check the correctness of the computat.iol1
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of the combined periods of usefulness in combined issues

has been deleted upon the recommendation of tlle ,director

and his stafI'. It is an unnecessary act and places too

gyeat a burden upon the director and his staff.

40A:2-lS (R.S. 40:1-90) Power to make special covenants

in bond. By the use of the new definition of municipal publtc

utility, this section now includes within its scope parking

systems and electrical systems, which are not included in

existing law and which should logically be treated alike. It

is thought that this broadened section will enhance the market-

ability of New Jersey obligations when these obligations are

authorized to finance a municipal public utility purpose ..

40A:2-17 (R.S. 40:1-9, 40:1-21, 40:1-18, 40:1-19)

Procedures for adoption of bond ordinance. This section

includes 4 sections of the existing law. They have been

collected together and edited without substantive change in

line with the basic philosophy of the revision to simplify

language and to consolidate sections where possible in the

interest of clarity.

40A:2-19 (R.S. 40:1-20) Publications. The language of'

this section has been broadened from that in existing law to

include all public advertisement reqUired under this chapter.
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It thereby eliminates the need for repeating the same

language within other sections. The language of this

section is substantially identical with the general pub­

lication statute of New Jersey.

40A:2~20 (R.S. 40:1-55) Expenses included in cost.

There is added to the items of cost, accounting costs. while

all local units have usually included accounting costs as an

item of cost, there has alwaYs been an open question because

existing law does not specifically list accounting costs as

a pennissible cost. This section also changes existing law

in that there is no longer the requirement that these items

of cost be stated separately in the bond ordinance. This

change is recommended because experience has proven that it

is very difficult to predict at the time of the passage of

the bond ordinance precisely how much will be required for

these various costs. The gross sum of the entire pro jec t ,

including these costs, can usually be predict~d with some

degree of accuracy. Since the requirement of stating the

gross sum is retained in the recommended section, the basic

protection for the public remains.

40A:2-22 ( R.S. 40:1-34) Periods of usefulriess. Th~s

section has been completely rewritten. An entirely new

approach has been taken from the one in existing law. The

specific purposes are collected under generic headings.
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For example, all improvements are collected together as are

all purposes relating to buildings and all purposes relating

to roads. As to bUildings, three new class definitions of

btiildings have been developed. These new classifications

are more concise and do not change existing law substantively.

As to streets and roads, the New Jersey State Highway Depart­

ment has been consulted. The Comm~ssion felt that the defin­

i t t ona in the existing law were overly complex and probably

had little relation to present-day construction requireme!)ts.

The State Highway Department concurred and recommended new

periods of usefulness of r~ads for three classes, Class A

road, 20 years, Class Broad, 10 years, and Class C road.

S years. Each of these new classes has a concise definition

in line wittl present-day construction requjrements. The

Commission has accepted the state Highway Department's recom­

mendations and has incorporated these recommendations:Lnto

this revision.

40A:2-24 (R.S. 40:1-29) Form of_~~!igation~, 40A:2-25

(R.S. 40:1-54, 40:1-30) Exec~tion ~nd_delivery of o~!ig~tion~.:

These sections have been substantially simplified. Section

40A:2-25 requires execution by the manual signature of the

clerk and allows the rest of the signatures to be facsimiles.

This changes existing law; it is made in response to requests

made by local government officials who have been heretofore
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required to sign, manually, each bond or note.

40A:2-26 (R.S. 40:1-2" 40:1-2,.1) Maturities of bonds.

This section changes existing law in that no annual install­

ment shall exceed by more than 100% the amount of the smallest

prior installment. Existing law limits thj.s to c)O%.

40A:2-27 (R.S. 40:1-31, 40:1-43. 40:1-,3) Sale of bonds.

This section changes existing law by permitting the sale of

bonds privately in amounts up to $20.000. The present limita­

tion is $10,000. The purpose of this change is to provide

local units with more flexibility and to bring th~ limitation

in line with modern finance requirements.

40A:2-29 (R.S. 40:1-27) Minimum price for oblig~ti~~~.

This s eot Lon changes existing law by permttting refunding

bonds to be excepte~ from the pric~ limitations of this

section.

40A:2-32 (R.S. 40:1-44, 40:1-45. 40:1-49, 40:1-50.

40:1-46, a, b ) Conditions of sale of bonds. This section

changes eXisting law substantively. It permits a proper

net interest cost sale. This will assist in the sale of

bonds and offers an additional method of offering bonds at

public sale, a method used commonly in most all other states.

40A:2-35 (R.S. 40:1-57. 1 to 4) Conversion. reconversJon
. ._--- ---_.

and reissuance of bond~, and 40A:2-36 (R.S. 40:1-'7. 5 and 6)

Lost, destroyed or defaced obligations. These sections have

been substantially simplified.
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40A:2-37 (R.S. 40:1-59) Contracts to be financed by

obligations. This section changes eXisting law. The govern­

ing body may not make any contract until the bond ordinance

becomes effective. The 20-day waiting period· required in

existing law is eliminated. The recommended .section satis­

factorily protects the public from imposition. It, affords

to the contracting party an exact date upon which he may con­

tract, with the governing body.

40A:2-38 (R.S. 40:1-58) Prohibited agreements. This

section continues the general prohibition in existing law

against the so-called "service contract". It clarifies the

question as to whether or not a municipality may lawfully

hire a finanoial advisor by 'speoifically pem'litting thi.s'

hiring. It prohibits the said financial advisor fr6m bidding

or· purchasing any obligations at public or private sale on

which the advisor worked. This new prohibition prevents the

possibility of a charge that a bidder has inside Lnfoz-matri on

on a particular obligation to be offered for sale. It is the

Commission's judgment that this provision may ·enhance the

marketability of New ,Jersey obligations.

40A:2-39 (R.S. 40:1-85) Application of proceeds. This

section changes eXisting law. The excess proceeds from the

sale of obligations should be first used to pay ,the obligations

issued and outstanding. If, in the opinion of the governing

body, it is in the best interest of the local unit, these
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proceeds may be used to finance the cost of any other

bondable purpose regardless of the period of .usefulness.

Under existing law, a local unit is limited in the appli­

cation of such proceeds to a purpose which has the same or

longer period of usefulness of the obligation f rom wh;i.ch the i

proceeds were accumulated. The purpose of the recommended

change is to place the responsibility upon the governing

body of the local unit to determine the use of such proceeds;

first, to retire the obligations outstanding from which these

proceeds were accumulated, or second, if they think it is in

the best interest of the local unit to use the proceeds for

any capital purpose regardless of its bondable life. The

limitation in eXisting law does not afford the public any

greater protection than the recommended section and places

the local unit under greater and unnecessary restraints than

the recommended se6tion.

40A:2-41 (R.S. 40:1-75, 40:1-80) Oontents of annual debt

statement. This section accomplishes a substantial editorjal

change Without a substantive change.· The inner statutory

references contained in the existing law are eliminated.

thereby permitting one to read the section and unde r's t and it

without having to refer to cross references. This editorial
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change is in line with one of the general aims of the

Commission--to eliminate inner statutory references in

sections.

40A:2-45 (R.S. 40:1-78, 40:1-79) Self~liquidating pur­

E~' 40A:2-46 (R.S~ 40:1-77.1, 40:1-79) Self-liquidating

purposes during construction, 40A:2-47 (R.S. 40:1-79) Self­

liquidating improvements and ~xtensions, and 40A:2"'48 (R.S.

40: 1-'79) Self-lj.quidating util~ty deficits. These sections

apply a new broad definition of municipal public utility.

This definition in~ludes water, sewer, electric power, gas

works. public pa rkf.ng systems or utili ties or enterprises

and urban 'renewal development projects. Because of this

broader ~efinition, the sections on redevelop~ent housirig

projects have been deleted. The Aubstance of these sections

is now included in the new sections.

40A:2-49 (R.S. 40:1-36, '40:1-84, 40:1-87) Conclusiveness

of authorization of obligat~, and 40A:2-50 (R.,S., 40:1-88)

Conclusiveness of validity of obligations. These are the

new estoppel s ec t t one . . The Oomm.is s l on determined that it

would be wise to collect all of the estoppel sections through-

out the act and, Place them together at the end of the normaL

bonding procedure sections and immediately prior to the refund-

ing bond sections.
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40A:2-51 through 40A:2-61, inclusive (R.S. 40:1-62,

40:1-63, 40:1-64, 40:1-70, 40:1-76, 40:1-62.1, ~0:1-66,

40:1-67, 40:1-69, 40:1-67, 40:1-68, 40':1-65, 40:1-72,

40:1-73, 40:1-86). These sections aTe the refunding bond

sections. They have been edited, and an attempt has been

made to clarify the language without substantive cflange.

The revision of the local bond law has succeeded in

consolidating the, sub stance .contained in 101 sections in

existing law ~nto 62 new simplified sections. The statute.

as redrafted, retains the major elements of restraint on

county an¢ municipal financing, which are found in the exist­

ing law.

The Commission hereby desires to express its apprectation

for the services rendered by the Director of Local Government.

by the members' of the advisory committee, and those who sat

with them during its studies, as well as the members of its

own staff .. The proposed local bond law, annexed hereto, bas

met with the approval of the Governor's advisory committee.

as well as the approval of Director Skillman and h1s staff.

The Commission, therefor~, recommends the enactment of this

legislation in,the form annexed to this report.
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CHAPTER 4. LOCAL BUDGET LAv.J

New Jersey's first local bUdget law was enacted in

1917 (P.L. 1917, chapter 192) largely as a result of the

findings of a Commission for the Survey of Muni.cipal Financ­

ing created in 1916. While the original statute required

all bud ge t s to be filed wi th what was then the Department

of Municipal Accounts, that department had little control

over budget preparation except wj.th regard to the require­

ment that mandatory items and deferred charges be included.

The original budget law was in most respects adequate

except that it did not control the use of surplus availed of

to support the budget and did not. restrict the ovez--e s.t t rcatri on

of revenues. This resulted in unsound budgets, and was accen­

tuated by the fact 'that real estate taxes were not being pai d

promptly due to the depression which began at't e r the market

collapse of 1929. Many municipalities defaulted in their

payments of bonds and interest, and there was widespread

i'ailure to pay Stateand'county taxes.

As a temporary expedient, Chapter 60 of the Laws of

1934 was enacted. This provided for a cash basis budget and

·was used by some 50 municipalities, mainly the larger UTIi.ts.
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Banking institutions agreed to loan money to the municipal­

i ties that took advant-age of Chapter 60, and some of the bad

financial situations were coz-rect ed ,' The advantage of this

statute, while it was not enthusiastically receiv.ed by local

units, was such that it served as the basis for a revision of

the origina~ bUdget law.

Work on a complete revision was sta,rted in, the early 30's,

largely through the efforts of the late -Arthur N. Pierson,

then Senator' from Union County .. Bills' were introduced at

several sessions of the Legislature but failed of passage.

The 1936 Legislature finally approved the new law, which

became Ohapter 211 of the Laws' of 1936. This was a true. cash

basis law. ' However, realizi.ng the fact that the new statute

had some very definite restrictions, municipalities, under

certain conditions, could postpone the preparation of a f'ul.I

cash basis budget for a limited period of time. The results

were as follows:

Cash Basis Modified Cash Non-Cash
Year 'Budget ,Basis Budget Basis Budget

1940 499 13 7S
1941 539 10 38
1942 ' 565 9 13
1943 578 3· 7
1944 579 9
1945 579 9
1946 582 4
1947 584 2
1948-56. 588
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At the present time, every municipality and courrty

in New Jersey operates on a full. cash basis. The only local

units permitted to prepare other than a cash basis budget

today are those under the jurisdiction of the Local Govern­

ment Beard functioning as a Municipal Finanoe Commission.

The work on this draft oommenced approximately eight

months ago. The Commission Oounsel, Clive S. Cummis, with

the aid of Charles DeF. Besore', Ohief Oounsel and Exeoutive

Director, Law Revision and Legislative Servioes, and George

C. Skillman, Direotor, Division of L'ooal Government Ln the

Department of the Treasury, prepared the original draft.

That draft was distributed publioly throughout the State to

interested persons and groups. Recommendations and sugges­

tions were solicited.

Immediately thereafter, Governor Robert B. Meyner

appointed a oommittee of experts to aid the Commission in

its job of revising the budget law. This committee con-

sisted of W. Carlton Tillinghast, Seoretary, New Jersey Tax­

payers League, George C.Skillman, Director, Division of

Local Government, James J. Graveny, Mayor, Keansburg, Edmund

D. Bowman, Municipal Auditor, Camden, Kenneth V. M,yers, County

Treasurer and Township Treasurer, Hunterdon County and Franklin

Township respectively, John O. Sitzler, Jr., Attorney, Palmyra,

William Gurtman , City Atto:mey, Passaic, Joseph S. Holland,
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Freeholder, Mercer County, Wayne Yd.tchell. Director of

Operations of Ridgewood, and Charles Valvano, City. Treasurer,

Linden.

The Governor's committee reviewed the draft, section

by section. It met on a number of occasions for the purpose

of discussing the views of the individual members, and at

the end of these meetings, it submitted a number of recom­

mendations to the Commission.

The recommendations of the Governor's committee and

other recommendations received by the Commission we~e re­

viewed by the Commtssion rotaff, and those which were deter­

nined to be satisfactory were incorporated in a second draft

of the revised law. This draft was prepared by the Commis­

sion staff, in cooperation with Director Skillman and the

staff of the Division of Local Government.

The second draft was then presented to the Budrret

Bureau staff' of tlle Division of Local Government and a number

of auditors of local un.i.ts throughou.t the State. They 't es t eo

its workability and reported that local bUdgets could be suc­

cessfully prepared and" administered under its provisions.

Pur t he r , the Division could ce r't i f'y anv budget prepared und e r

the revised law without any confusion or chan?;e in proeedure.

Director Skillman and the Commission staff ar,l1in re­

viewed the budcet draft, there being some changes necessitated

by the field review. These chan~es are incorporated jn the final
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legislative recommendations annexed hereto.

The proposed draft of the revised local budget law of

New Jersey continues the cash basis requirement for New

Jersey budget making on the county and municipal level. The

statutory material is now collected in 87 sections. It is

set out in a more logical and orderly fashion. Certain pro­

cedures which have been standard practice of the Division

of Local Gove:rnment are now spelled out as law. Amendatory

s ect t ons are brought into proper sequence and cLar'i f'f.c a'tl on

has been sought w'herever pos s:i ble.

Language has beensimpljfied and sections shortened

wherever possi.ble. The Comn i s s' on r-e oo-rn izes that the slJh­

stance of' the Local Budget Law is rlir;rJly 't ectm i caL. and t}lis

technical sub jeot matter nrust be retained in order to c on t i nue

the assurance of fiscal r-e s pons Lb f.Ljty , so far as any law

makes this possible. It is, none-the-less, desirable that

legislation be wri.tten in simple, understandable langua~e

comprehensive to the non-lawyer citizen and local government

off'icial.

Five new sections have been added to the revised law;

eight sections have been taken from other parts of Title 40.

consolidated and made a part of this chapter.

Thi s new law carries over use of trw termi nol ortv 0 r"

"local unit", "directorll an(~ "r~ove:r'rljng b odv " now deri ne o 'i n

the new general de fi ni t ion s eot i on of' IHtle 40A.
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Since all local units are operating on a full cash·

basis, the "transition language" ~n existing law, changing

the budget to ~ full cash basis system, has been eliminated.

40A:4-2 (R.S. 40:2-2) Definitions. This section has

been added to the law and contains new standard definitions

for use in the ~udget law. "Cash basis budget" has been de~

fined, as well as ndebt se'rvice tl
• ~ The fiscal year of Janu­

ary 1 to December, 31 has been retained after careful consider­

ation of' suggestions' that it be changed to Ju,l.v 1 to June 30.

40A:4~3 (R.S. 40:2-5,' 40:2~22) Annua~udget~ Thi,s

'section now sets. out, for the first time, the express require­

ment that each local unit prepare its budget on a full cash

basis.

40A:4-4 (New) Procedures for adoption of budget. This

section includes a list of five procedures to be followed in

all bUdget making, including capital bUdgets. Action in budget

making is now to be taken by resolution of the governing body.

40A:4-6 (R.S. 40:2-7) Public advertisement. This is a,

new seotion simplifying the' public advertisement requirements

and standardizing it with other law.

40A:4-7 (R.S. 40:2-7) Time of public hearing. Language

of this section,requires that all taxpayers and other inter­

ested persons be given an opportunity to be ,present at any

public hearing on the budget. The specific language is new.
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No substantive ohange over present law was intended. The

seotion oarries over the basic intent that a p~blic hearing

is to afford all .responat.bLe and interested persons anoppor­

tunity to present objeotions. The method of conduoting the

hearing oontinues to remain 'within the disoretion of the mem­

bers of the governing body.

40A:4-12, (R.S. 40:2-19)~nt to be raised by taxation

for looal purposes. The language of this seotion is entirely

new. It is reoommended on the basis of a draft prepared by

the budget sta!f of the Direotor of the Division of Local

Government. It attempts to olarify and simplify the sub­

stanoe of existing law.

40Az4-19 (R.S. 40:2-12) Temporary appropriatio~ The

language relating to "relief of the poor" has been deleted;

"publio assistanoe" has been substituted. This oonforms to

modern usage. There has been the addition of the oapital im­

provement fund as part of t~e oomputation in arriving at the

ma~imum of tem~orary appropriations allowable.

40A:4-20' (R.S. 40:,2-;1.2.1, 40:2-12.2) Emer~~~porary

appropr!!!ion!.:. These appropr.iations are now oalled "emergenoy

temporary appropriations". This new desoription desoribes

this appropriation more adequately than the way it is denom­

inated in existing law. The requirement of publio advertising

and hearing for amendments of emergenoy temporary appropriations

in the existing law has been deleted. This supposed protection
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is considered to be unnecessary and hinders local units'

attempts to act sWiftly to meet new emergencies. In the

event that the Director finds this section abused, he has

general power to make rules and regulations to preyent such

abuse.

40A:4-21 (New) Separate sections r~quired. This isa

new section reoommended by the staff of the Direotor of the

Division of Looal Government. It conforms to existing

practice. of the local government board.

40A:4-24 (R.S. 40:2.-16) Surplus. The language of this

section has been simplified to meet the demands of various

citizen groups who complained that the definition has not

been. understandable to the layman. The definition now satis­

fies these oomplaints.

40A:4"-25 (R.S. 40:2~17) ~ell~~~~nue'~

40A:4-26 (R.S. 40:2-17) Miscellaneous revenues limited------
to cash receipts; exemption.

40A:4-27 (R.S. 40:2-17)Misoell~neouB revenues; sale

of property.

40A:4-28 (R.S. 40:2-17.1) Miscellaneous revenues; sink­

ing fund surplus.

40A:4-29 (R.S. 40:2-25) Receipts from d~!nquent taxes.

40A:4-30 (New) Amount to be raised by taxes to support---------- --
municipal bUdge~
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basis limitations by requiring the maturity· of these notes

not later than March 31 after the close of the fiscal year

in which the notes were originally issued.

40A:4-8,3 (R.S.. "40':2-53)' Regulations by the local

~overnment board; and director. This section changes exist­

ing law sub,stantively. It broadens the power of the local

government board in pennitting it tic promulgate, reasonable

rules and regulations which shall be necessary to carry the

prOVisions of any section of the chapter.

The Commission expresses its appreciation to the

following: the members of the Governor's committee for

their efforts in working on this law; to Charles DeF. Bee o.re ' I

who has aided the Commissi.on' s staff throur;hout the prepar­

ation of the draft of the Loca L BUdget Law; to Director George

C. Skillman and the members of the staff in the. Division of

Local' Government, who have taken time from their own crowded

work schedules to meet with the Commission's staff to review

each of the' drafts and to test the workability of these drafts

and make many of the recommendations whi.ch have ultimately

been incorporated in the proposed law annexed hereto.

The County and Municipal Law Revision Commission considers

that the draft annexed hereto has met thetest'of broad public

critical ,examination from both local government officials and
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from persons expert in the field of. preparation and admin­

istrat~on of budgets for local units in the' State of New

Jersey. It is pleased to report .. tha"t the Director of th e

Division of Local Government and his statfhave advised it

tha.t the proposed Legtal.atn on will accomplish an advancement

in budget-making in this State. and they further find this

proposed legislation will insure, so far as it is possible,

the continuation of fiscal responsibility under the cash

basis philosophy ..

The Oounty and Municipal Law Revision Oommission,

there.fore, herewith submits the annexed legj.slation to the

members of the General Assembly and the Senate of the state

of New Jersey and ·respectfully· recommends i ts enactmerrt ·into

law.

CHAPTER;;. FISOAL AFFAIRS LAW

This chapter is an entirely new chapter. It colle'cts

all of the sections throughout Title 40 wh1chrelate to fiscal

affairs and which properly belong under one chapter heading.

40A:5-3 (R.S. 40:5-16) Fiscal year. The fiscal year

continues· to be the calendar year January l·to December 31.

40A:5-4 (R.S. 40:4-1, 40:4-13, 40:4-14) Annual audit

required. This section now requires every local unit to have

an annual audit of its books, regardless of amount of assessed

valuation. It changes existing law·which requires audits of

municipalities-having assessed valuations of less than $3,000,000
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not more than once in two years.

40A:5-5 (R.S.

~ '(4OA : ,)- 6 R. S •

4'OA :5-7 (R. S.

40:4-'1) ~cope~f audf t ;

40:4-8) ?eport.£!..audit.

40:4-2; 40:4-3) Publica~ion of~port

and rec ommendat ions, •

40A:5-8 (R.S. 40:4-4) Audit bydi!ect£!.

40A:$-9 (R.S. 40:4-5) ~udit~;[-.!egist~~~~un~ci~al

accountant.

40A:5-l0 (R;S. 40:4-9) Revocation or cancellation of

license.

40A:5~11 (R.S. 40:4-16) ~dvertisin~-!~~~~~~~r.y.

40A: ,S-12 (R.S. 40: 5-13) Annual financ1:.§\l_~"tatement of

local unit.

40A:5,'-13 (R.S. 40:5-14, 40:C)-15) ~~fin~jal.!'ta~~:.

ments ~Y boards, comm~tteesand commissio£s o~-!-!~~~_~j.t.

These sections carry over ex+sting law without any substantive

change. These seotions have been ,edited, substantially. The

language has been simplified and made more meaningful. A

considerable amount of excess verbiage has been deleted.

40A:5-l4 (R.S. 40:5-3, 40:5-4, 40:5-S) Legal deposjtories
. ---._--------

for ~ublic moneys.

40A:5-15 (R.S. 40:48-10, 40:l2S-13) Deposit of funds paid.

to the local unit.

40A:5-16 (R.S. 40:5-1) Payment of~eys of local unit.
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40A:5-17 (R.S. 40:48~13, 40:48-14, 40:48-1S, 40:48-16,

·40:48-17) Approval and paym~nt 2!-.£!ai~~.

40A:S-18 (R.S. ~0:23-10. 40:48-12) Public recordinp of

approved claims.

40A:~-19 (R.S. 40:21-14, 40:21-14.1, 40:46~31) Paywent

of salaries .and wage.~,

40A: r5-20 (R.S. 40:46-2) Of'ficers to deliver t'urids and

40A:5-21 (R.S. 40:23-8. 40:48-9, 40:~-2, 40:~-2.11,

40:11-15, 40:11-16, 40:5-2.9, 40:[;-2.10) ~owe.E-~o app~opr:!:9.t~

~~~y for special PU1~poses.

40A:5-22 (R.S. 40:23-5. 40:23-6, 40:23-8.9) ~pecjal

county purposes.

40A:5~23 (R.S. 40:48-2.16. 40 :48 - 2 .17 . 40:48-5.3,

40:48-5.4, 40:46-37, 40:48-22, 40:48-23) Special municipal

appropriations.

40A:5-24 '(R.S. 40:5-7, 40:5~8, 40:5-9, 40:5-10. 40:5-11,

40: r;;-12) Petty cash :fund of local unit. These sections govern

the c oL'l.ect Lon , deposit and. expenditure of fund s by a local

unit. They have not been changed substantivelV. A substantjal

40A:5-26, (R.S. 40:6-1, 40:6-2) Costs, taxation and payment

bond.
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40A:5-27 (R.S. 40:~-11 4~:6-2, 40:6-6) Filirig and

pUblication pf report'of ir:lv€stigation.

40A:5..;28 (R.S. 40:6-5) Attorney of local uni.t may ~ppear

on its behalf.

as costs.

40A:5-31 (R~S. 40:6-2) Dutyo~ officers and employees

of local uni't. These sections relate to the' investigation of-- . ,

expenditures of a'10ca1 unit. The substance of these secttons

has not been changed but here too there has been are-editing

of the language with an effort'to delete excess verbiage and

simplify meaning.

40A:5-37 (R.~. 40:21-9, 40:21-10, 40:46-20) Bonds of

officials and'· employees.

40A:5-38 (R.S. 40:21-11, 40:46-21) Recording of.bon.~~.:..

40A:5-39 (2A:8-14.3) Protectio~ to be afforded by bond.

These sections conqern the requirement of bonds for local unit·

officials charged wtth the handling of funds of the local unit.

There has not been any change made in the substance of the

existing' law.

40A:5-40 (R.S. 40:21-12~ 40:46-22) Condition .of bond

broken.

40A:5-41 (2A:8-14.4) Rules' and regulations.

40A.5-42 (2A:8-14.5) Fixing of bond in excess of minimum

amount.
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40A:5.;,43 (2A:8-14.1) Bond of magistrate or clerk;

fixing of ,minimum amount.

40A:5-44 (2A:8 ...14.2) Classification system for purpose

of det'emining amount· of bond; minimum amount. These sections•
ooncern the bonding of munf.cdpaL magistrates and employees of

the magistrates' courts. These sections are contained under

eXisting law under Title 2A. They have now been carried over

to Title 40A and are placed with the 'bonding requirements of

all officials of' local units. This is. in compliance with the

requirements of the Dfrect or of the Division' of Looal Govern­

ment and the oonourrenoe of the Administrative Direotor' of

the, Courts.

Respe.ctfully submttted ,

, Chairman
:-:-------.----:.---:.-Albert McCay

Richard R. Stout

John A. Lynch

William V. Musto,

Pierce n. Deamer, Jr.

Raymond E. Bowkley

Norman Heine
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Fred G. Stickel, III

---uavld C. Thompson

clive S.cummis, counsel

Raymond Del Tufo, Jr.,
AssistantCoun~el
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