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LOCAL AUTHORITIES 

CHAPTER 31 

LOCAL AUTHORITIES 

Authority 

N.J.S.A. 40A:5A-10 and 11 et seq., 40A:14-78.1 
et seq. and 52:27BB-1 et seq. 

Source and Effective Date 

R.2000 d.109, effective April 3, 2000. 
See: 31 N.J.R. 3541(a), 32 N.J.R. 1249(b). 

Executive Order No. 66(1978) Expiration Date 

Chapter 31, Local Authorities, expires on April3, 2005. 

Chapter Historical Note 

Chapter 31, Municipal Finance Commission, was adopted as R.1970 
d.40, effective April 13, 1970. See: 1 N.J.R. 17(d), 2 N.J.R. 39(a). 

Chapter 31, Municipal Finance Commission, was repealed by R.1979 
d.16, effective January 17, 1979. See: 10 N.J.R. 529(a), 11 N.J.R. 
59( d). 

Chapter 31, Local Authorities, was adopted as new rules by R.1984 
d.601, effective January 7, 1985. See: 16 N.J.R. 1835(a), 17 N.J.R. 
72(a). 

Pursuant to Executive Order No. 66(1978), Chapter 31, Local Au­
thorities, was readopted as R.1990 d.4, effective December 1, 1989. 
See: 21 N.J.R. 3046(a), 22 N.J.R. 26(a). Pursuant to Executive Order 
No. 66(1978), Chapter 31 expired on December 1, 1994. 

Chapter 31, Local Authorities, was adopted as new rules by R.1995 
d.27, effective January 3, 1995. See: 26 N.J.R. 4128(a), 27 N.J.R. 
91(a). 

Subchapter 7, Accounting and Auditing, was repealed and Subchap­
ter 7, Accounting and Auditing, was adopted as new rules by R.1997 
d.255, effective June 16, 1997. See: 28 N.J.R. 3210(b), 29 N.J.R. 
2654(a). 

Pursuant to Executive Order No. 66(1978), Chapter 31, Local Au­
thorities, expired on January 3, 2000. 

Chapter 31, Local Authorities, was adopted as new rules by R.2000 
d.109, effective April 3, 2000. See: Source and Effective Date. 
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SUBCHAPTER 1. GENERAL PROVISIONS 

5:31-1.1 Scope 

This chapter shall constitute the rules governing the prep­
aration, introduction, approval, adoption and execution after 
adoption of any budget by a local authority, the accounting 
principles and policies for such authorities, the administra­
tion of financial affairs of such authorities, the annual audit 
of the financial statements of such authorities, and financial 
reporting practices of such authorities under the Local 
Authorities Fiscal Control Law, P.L. 1983, c.313. This chap­
ter also contains rules for implementing length of service 
award programs that are sponsored by fire districts for the 
purpose of maintaining and attracting volunteer firefighter 
and emergency medical personnel. 

31-1 

5:31-1.2 Definitions 

The following words and terms as used in this chapter, 
shall have the following meanings, unless the context clearly 
indicates otherwise. 
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5:31-1.2 

"Act" means the Local Authorities Fiscal Control Law, 
L.1983, c.313 (N.J.S.A. 40A:5A-1 et seq.). 

"Authority" means a body, public and corporate, created 
by one or more municipalities or counties pursuant to any 
law authorizing that creation, which law provides that the 
public body so created has at least the following powers: 

1. To adopt and use a corporate seal; 

2. To sue and be sued; 

3. To acquire and hold real or personal property for 
its purposes; and 

4. To provide for and secure the payment of its bonds 
or other obligations, or to provide for the assessment of a 
tax on real property within its district, or to impose 
charges for the use of its facilities, or any combination 
thereof; but shall not include any public body for which 
Federal or State fiscal controls differing from those im­
posed by the Act, have been explicitly established by law, 
but only to the extent of that difference. 

"Audit" means an examination of the financial statements 
of an authority in accordance with generally accepted audit­
ing standards as promulgated by the American Institute of 
Certified Public Accountants by the independent auditor or 
by the Division of Local Government Services engaged by 
the authority, in the manner more specifically described by 
these regulations. 

"Audit report" means the report on the results and 
findings of the audit by the independent auditor or by the 
Division of Local Government Services engaged by the 
authority. 

"Budget" means the budget of an authority. 

"Capital budget" means the first year of a capital pro­
gram. 

"Capital program" means a projected, multi-year plan and 
schedule for capital projects, which shall set forth among 
other things all prospective financing sources including, but 
not limited to, proceeds of bond sales, grants and budget 
appropriations. 

"Capital project" means any of the following activities or 
undertakings which an authority is empowered to bond for, 
with an estimated useful life of five years or more and a 
pr~spective individual or (when added to the cost of other 
such items as are listed below) cumulative cost in any year 
of $25,000 or more, regardless of the financing sources: 

1. Acquisition and/or development of land; 

2. Acquisition of equipment, furnishings or other per­
sonal property; 

COMMUNITY AFFAIRS 

3. Acquisition, construction, improvement and/or ren­
ovation of buildings, roads, utilities, structures improve- · 
ments or public works; 

4. Any other matter for which an authority is empow­
ered to issue bonds. 

"Director" means the Director of the Division of Local 
Government Services in the Department of Community 
Affairs. 

"Division" means the Division of Local Government Ser­
vices in the Department of Community Affairs. 

"Financing agreement" means an agreement of a local 
unit or units intended to provide security for an issue of 
obligations of an authority, including, but not limited to, a 
contract providing for payments by a local unit or units with 
respect to use, services or provision of the project, facility or 
public improvement of an authority or payments for debt 
service therefor. 

"Fire district" means a local unit created by a municipali­
ty pursuant to N.J.S.A. 40A:14-70 et seq. 

"Full membership" means the number of members of the 
governing body when all seats are filled. 

"Fund balance utilized" shall have the same meaning as 
the term "surplus" as used in N.J.S.A. 40A:14-78.8(a). 

"Governing body" means the Board having control of the 
finances of an authority. 

"Housing authority" means an authority created or con­
tinued pursuant to N.J.S.A. 40A:l2A-1 et seq. Generally; 
housing authorities exist to provide for housing for qualified 
individuals in accordance with the rules and regulations 
prescribed by the U.S. Department of Housing and Urban 
Development (HUD). 

"Length of service award program" or "LOSAP" means a 
system established to provide tax-deferred income benefits 
to active volunteer firefighting members of a fire district, 
pursuant to P.L. 1997, c.388 (N.J.S.A. 40A:14-183 et seq.). 

"Local Finance Board" means the Local Finance Board 
in the Division of Local Government Services in the Depart­
ment of Community Affairs. 

"Local unit or units" means a county or municipality 
which created or joined in the creation of an authority, or 
which proposes to create or join in the creation thereof, or 
which has entered or proposes to enter into a financing 
agreement with an authority. 

"Operations" means all activities of an authority conduct­
ed in accordance with N.J.S.A. 40A:5A-1 et seq. and any 
other legislation governing the affairs of the authority. 
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