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ASDBLY.l0.1070 

STATE OF lEW JERSEY 

INTRODUCED JANUARY 24.1994 

By Assemb1¥1ftan BAGGER 

J AN ACT concerning housing for low-income and disabled 
2 individuals, amending ud supplementing P.L.1991. c.431 
3 (C.40A:20-3 et seq.).t 
4 
5 BE IT ENACTED by the Senate and Gmeral Auembly 0/ the 
6 State 0/ New Jer.ey: 
1 1. Section 3 of P.L.1991, c.431 (C.40A:20-3 et seq.) is 
8 amended to read 88 follows: 
9 3. As used in this act: 

10 a. "Gross revenue" means annual gross revenue or gross 
11 shelter rent or annual gross rents, 88 appmpriate, and other 
12 income, for each urban renewal entity designated pursuant to this 
13 act. The financial agreement shall establish the m.-.thod of 
14 computing gross revenue for the entity, and the method of 
16 determining insurance, operating and maintenance expenses paid 
16 by a tenant which are ordinarily paid by a landlord, which shall be 
11 included in the 8l'OSS revenue ; pmvided. however. that any 
18 federal funds received. whether directly or in the fonn of rental 
19 subsidies paid to tenants, by a nonpmfit corporation that is the 
20 sponsor of a qualified subsidized housinR project. shall not be 
21 included in the gross revenue of the pmject for purposes of 
22 computins the annual services charae for municipal .services 
23 supplied to the pmiect. 
24 b."Limited-dividend entity" means an urban renewal entity 
25 incorporated pursuant to Title 14A of the New Jersey Statutes. or 
26 estabUshed pursuant to Title 42 of the Revised Statutes, for 
21 which the profits and the entity are limited as follows. The 
28 allowable net profits of the entity shall be determined by 
29 applying the allowable profit rate to each total project unit cost, 
30 if the project is undertaken in units, or the total pmject cost, if 
31 the project is not undertaken in units. for the period commencins 
32 on the date on which the constnaction of the unit or project is 
33 completed, and terminating at the close of the fiscal year of the 
34 entity preceding the date on which the computation is made, 
35 where: 
36 "Allowable profit rate" means the percentllle per 8IUIWD 

37 arrived at by adding 1 1/41Mt to the ennual interest percentllle 
38 rate payable on the entity's initial penn...t mort.ase 
39 financing. If the initial pennlllUlllt mortPle is insured or 
40 guaranteed by a IOvemmental lIency, the mort.... insurance 
41 premium or similar charae, if payable on • per 8DIlUIIl buts, Iball 
42 be considered u interest for tbia purpDIII. If there is no 
43 pennanent mortgas. financinl the allowable profit rate IbaIl be 
44 arrived at bJ add:ins 1 i/4~ per annum to the interest nte per 

£XPLAllATlON--MaU.r ...cloNd til 1lo1l1-faced IIIracltetl n....IJ tft the

J abo¥. 11111 il net enat'''' anti is tn'...... ,. lie _t".. tn 'fle 1•• 

Matt.r ullCl.rU.... fJIu I ..... _Uer. 
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1 8IUl1DR which the municipality detennines to be the prevailing 
2 rate on mortgage financing on comparable implOvements in the 
3 county. 
4 c. "Net profit" means the glOSS revenues of the urban renewal 
5 entity less all operating and non-operating expenses of the entity. 
6 all detennmed in accordance with generally accepted accoWlting 
7 princ;iples. but: 
8 (1) there shall be included in expenses: (a) all annual service 
9 charges paid pursuant to section 12 of P.L.1991, c.431 

10 (C.40A:20-12): (b) all payments to the municipality of excess 
11 profits pursuant to section 15 or 16 of P.L.1991, c.431 
12 (C.40A:20-15 or 40A:20-16); (c) an annual amoWlt sufficient to 
13 amortize the total project cost over the life of the 
14 improvements, as set forth in the financial agreement, which 
15 shall not be less than the tenns of the financial agreement; and 
16 (d) all reasonable annual operatinl expenses of the urban renewal 
17 entity, including the cost of all management fees. brokerage 
18 commissions, insurance premiums, all taxes or service charges 
19 paid, legal, accoWltin., or other professional service fees, 
20 utilities, building maintenance costs. building and office supplies, 
21 and payments into repair or maintenance reserve accounts; 
22 (2) there shall not be included in expenses either depreciation 
23 or obsolescence, interest on debt. income taxes. or salaries. 
24 bonuses or other compensation paid. directly or indirectly to 
25 directors, officers and stockholders of the entity, or officers, 
26 partners or other persons holding any proprietary ownership 
27 interest in the entity. . 
28 The urban renewal entity shall provide to the mWlicipality an 
29 8JUlual audited statement which clearly identifies the calculation 
30 of net profit for the urban renewal entity during the previous 
31 year. The annual audited statement shall be prepared by a 
32 certified public accoWltant and shall be submitted to the 
33 municipality within 90 days of the close of the fiscal year. 
34 d. "Nonprofit entity" means an urban renewal entity 
35 incorporated pursuant to Title 15A of the New Jersey Statutes 
36 for which no part of its net profits inures to the benefit of its 
37 members. 
38 e. "Project" means any work or \Uldertaking pursuant to a 
39 redevelopment plan adopted pursuant to the .. Local 
40 Redevelopment and Housing Law," P.L.1992, c.79 (C.40A:12A-l 
41 et al.}, which has as its purpose the redevelopment of all or any 
12 part of a redevelopment area including any industrial. 
43 commercial, residential or other use, and may include any 
44 . buildings. land, including demolition. clearance or removal of 
45 buildings from land, equipment, facilities, or other real or J 
46 personal properties which are necessary, convenient, or desirable 
47 appurtenances, such 88, but not limited to, streets, sewers, 
48 utilities. parks, site preparation, landscaping, and administrative. 
49 community, health, recreational, educational and welfare 
50 facilities. 
51 f." Redevelopment area" means an area detennined to be in 
52 need of redevelopment and for which a redevelopment plan has 
53 been adopted by a municipality pursuant to the "Local 
54 Redevelopment and Housing Law," P.L.1992, c.79 (C. 40A:12A-l 
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1 et al.}. 
2 g. "Urban renewal entity" means a limitfld-dlvidead eIltity or 
3 a nonprofit entity which .aten iDto a finacrial ..,....8Ilt 
4 pursuant to this act with a municipality to undertake a pmjec:t 
5 pungent to a redevelopm.at plan lor tile redevelopment of all or 
6 any part of a redevelopment area. or a projec:t nee....,...lul. 
7 or convenient for the relocation of residents displaced or to be 
8 displaced by the redevelopm.at of all or any part of one or more 
9 redevelopment areas, or a low and moderate income housing 

10 project. 
11 h. "Total project unit cost" or "total project cost" means the 
12 aggregate of the following items as related to a unit of a project, 
13 if the project is undertaken in units, or to the total project, if the 
14 project is not lDldertaken in units, all of which as limited by, and 
15 approved as part of the financial agreement: (1) cost of the land 
16 and improvements to the entity, whether acquired from a private 
17 or a public owner, with cost in the case of leasehold interests to 
18 be computed by capitalizing the aggregate rental at a rate 
19 provided in the financial agreement; (2) architect, enaineer and 
20 attorney fees, paid or payable by the entity in connection with 
21 the planning, constroction and financing of the project; (3) 
22 surveying and testing charges in connection therewith; (4) actual 
23 construction costs which the entity shall cause to be certified and 
24 verified to the municipality and the municipal goveming body by 
25 an independent and qualified architect, including the COlt of any 
26 preparation of the site undertaken at the entity's expense; (5) 
27 insurance, interest and finance costs during conatroction; (6) 
28 costs of obtaining initial pennanent financing; (7) commissions 
29 and other expenses paid or payable in cOlDlection with initial 
30 leasing; (8) real estate taxes and assessments during the 
31 construction period; (9) a developer's overhead based on a 
32 percentage of actual construction costs, to be computed at not )
33 more than the following schedule: 
34 $500,000 or less - 10% 
35 $500.000 through $1,000,000 ­
36 on excess above 
37 $500,000 
38 $1.000,001 through $2,000.000 
39 on excess above 
40 $1,000,000 
41 $2,000,001 through $3,500,000 
42 5.6667% on 
43 excess above 
44 $2,000,000 
45 $3,500,001 through $5,500,000 
46 4.26941 on excess 
47 above '3,500,000 

$50,000 plus 8% 

- $90,000 plus 7% 

- $160,000 plus 

- $245,000 plus	 ! 

! 
48 $5.500,001 thmuah $10,000,000 - $330.000 plus	 I

I49 3.11''''' on exe.. 

i 
J 

50 above '5,500,000 
Slover $10,000,000 - &941 
S2 II the fiDaDcial qreement 10 providel. theN Iha11 be excluded I 

I 
53 from the total project cost actual COlts tncurr.d by the "Uly	 I 

!54 and certified to the municipality by aD indepeftdent Ind quallfied 
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1 architect Dr ..,meer which are IMDCiated with site remediation 
2 and clelllup of BnYiroam8DtaUy hazardous materials or 
3 
4 

contllllinmt. in ucord8DGe with State Dr federal law. 
i. ftHousinl project ft me.. any work or undertakina to provide 

5 decent. safe. end samtary dwellinp for families in need of 
6 bousiDai the undertaldna may include any buildinp. land 
1 (includins demolition, clearance or removal of buildinp from 
8 land). equipment, faGilities, Dr other real or personal properties 
9 or interests therein which are necessary, convenient or desirable 

10 appurtenences of the undertaking. such as, but not limited to, 
11 streets, sewers, water, utilities. parks; site preparation; 
12 landscaping, and administrative, community, health, recreational, 
13 educational, welfare, commercial, or other facilities, or to 
14 provide any part or combination of the foregoing. 
15 j. "Redevelopment relocation housing project" means a 
16 housing project which is necessary, useful or convenient for the 
11 relocation of residents displaced by redevelopment of all or any 
18 part of one or more redevelopment areas. 
19 k. "Low and moderate income housing project" means a 
20 housing project which is occupied, or is to be occupied, 
21 exclusively by households whose incomes do not exceed income 
22 limitations established pursuant to any State or federal housing 
23 program. 
24 I. "Qualified subsidized housing project" means a low and 
25 moderate income housing project owned by a nonprofit 
26 corporation or.anized under the provisions of Title 15A of the 
21 New Jersey Statutes for the purpose of developina, constructing 
28 and operatirur rental housing for senior citizens under section 202 
29 of Pub.L. 86-312 (12 U.S.C. §1701q) or rental housing for persons 
30 with disabilities under section 811 of Pub.L. 101-625 (42 U.S.C. 
31 8013), or under any other federal program that the Commissioner 
32 of Community Affairs by role may detennme to be of a similar 
33 nature and purpose. 
34 (d; P.L.1992, c.19, 5.54) 
35 2. (New section) The provisions of section 5 of P.L.1991. C.431 
36 (C.40A:20-5) to the contrary notwithstending, a nonprofit 
37 corporation organized for the purpose of developing, constructing 
38 and operating a qualified subsidized housing project may qualify 
39 as an urban renewal entity lDlder P.L.1991, c.431 (C.40A:20-1 et 
40 seq.) if its certificate of incorporation is in confonnity with the 
41 requirements of the federal agency subsidizing the project. 
42 3. (New sec:tion) The provisions of section 12 of P.L.1991, 
43 C.431 (C.40A:20-12) requiring staged increases in annual service 
44 charges over the tenn of the financial agreement and establishing 
45 a minimum annual service charge shall not apply to qualified 
46 subsidized housing projects. 
41 4. (New section) The provisions of sections 12 and 13 of 
48 P.L.1991, c.431 (C.40A:2D-12 and C.40A:20-13) to the contrary 
49 notwithstandina, a qualified subsidized housing project may be 
50 exempted from taxation for such period of time as the federal 

c . 51 
52 

agency subsidi2inS the project may require as a condition of the 
subsidy. The exemption from taxation may be extended for an 

53 additional period of time IS may be required in order to secure a 
54 continuation of federal subsidies after the expiration of the 
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1 lnitiu lIUbIidr peftod. 
2 5. (New MGt....) The plOViaiaal 01 MGtJoD 18 01 P.L-tHt.
 
3 c.43l (C.4OA:2G-ll) to the contrary notwitllltlDdiDl. a aaapIOftt
 
" CiOflUfttJall dlat 18 the IpCIi1Iiit of. qumfied lUbIidi-ed baaIina
 
6 ' pmiect Iball ..t be required to pay over to the nnmlc:ipaUty iu
 
8 net PlOftt.. if 8IlJ. for l1li)' J88l' In which it Is sublect to federal
 
7 requirements GOIICeminl _dual receipa.
 
a 8. This eet !hall take effect immediately and be retroactive to
 
9 April 17. 1992.
 

to 
11 

12 STATEMENT
 
13
 
14 P.L.I991. c.431. the Long Term Tax Exemption Law. was
 
15 enacted for the purpose of c:onsolidatinl and modemizinl the
 
16 laws conceminl tax exemptions for implOYements made for the
 
17 purpose of reatorina areas in need of redevelopment. It repealed
 
18 several statutes, includinl P.L.l98S, c.92, the senior Citizens
 
19 Nonprofit Rental Housina Tax Law. 1bis law was enacted to
 
20 aDow nonPlQfit housing sponsors to S8G\U'8 funding under the
 
21 Senior Citizens Housing Proll'lJll authorized by section 202 of the
 
22 Federal Houstna Act. as amended.
 
23 An unintended consequence of this repeal was that P.L.1991.
 
24 c.431 was at variance with ndes adopted by the U.S. Department
 
25 of HousinI lIDd Urban Development (HUD) under section 202 in
 
26 several important respects. lbe federal rules require that a
 
27 sponsor obtain a tax exemption for the life of the subsidy,
 
28 generally 40 years, rather thlll the 30 yelllS aDowed by P.L.1991.
 
29 c.431. Other differences involve the way in which project
 
30 revenue is to be c8lculated. the stilled increases in service
 
31 charges and minimum service char8es required by P.L.l99t,
 
32 c.431. the contents of the certificate of incorporation, and the
 
33 treatment of any net profits received by the nonprofit
 
34 corporation.
 
35 As a result of these differences. a housing sponsor ClUUlOt
 
36 simultaneously comply with both seta of requirements; if a
 
37 sponsor C8DIIOt meet the tax exemption requirements of the HUD
 
38 ndes. ita project C08l5 rise ::nd it receives a lower priority than
 
39 compeq projects in other states. 'lbl8 correc:tive legislation is
 
40 necessarr so that New Jersey DDDpl"Ofit sponsos of housinB
 
41 projects for low income senior cltiz8llll and lMri'8Ollll with
 
42 disabilities will be able to compete effectively for federal
 
43 fundina with housing sponsors in other states.
, 
44
 
45
 
46
 
47
 
48 Amends State requirements for tax eumption of certain low
 
49 income houaina pmjects by nonpzolit apaaIOn to ~port with
 
50 federal requirements.
 

I 
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1 initial subsidy period. 
2 5. (New section) The provIsIOns of section 16 of P.L.1991, 
3 c.431 (C.40A:20-16) to the contrary notwithstanding, a nonprofit 
4 corporation that is the sponsor of a qualified subsidized housing 
5 project shall not be required to pay over to the municipality its 
6 net profits, if any, for any year in which it is subject to federal 
7 requirements concerning residual receipts. 
8 6. This act shall take effect immediately and be retroactive to 
9 April 17, 1992. 

10 
11 

12 STATEMENT 
13 
14 P.L.1991, c.431, the Long Term Tax Exemption Law, was 
15 enacted for the purpose of consolidating and modernizing the 
16 laws concerning tax exemptions for improvements made for the 
17 purpose of restoring areas in need of redevelopment. It repealed 
18 several statutes, including P.L.1965, c.92, the Senior Citizens 
19 Nonprofit Rental Housing Tax Law. This law was enacted to 
20 allow nonprofit housing sponsors to secure funding under the 
21 Senior Citizens Housing Program authorized by section 202 of the 
22 Federal Housing Act, as amended. 
23 An unintended consequence of this repeal was that P. L.l 991, 
24 c.431 was at variance with rules adopted by the U.S. Department 
25 of Housing and Urban Development (HUD) under section 202 in 
26 several important respects. The federal rules require that a 
27 sponsor obtain a tax exemption for the life of the subsidy, 
28 generally 40 years, rather than the 30 years allowed by P.L.1991, 
29 c.431. Other differences involve the way in which project 
30 revenue is to be calculated, the staged increases in service 
31 charges and minimum service charges required by P.L.1991, 
32 c.431, the contents of the certificate of incorporation, and the 
33 treatment of any net profits received by the nonprofit 
34 corporation. 
35 As a result of these differences, a housing sponsor cannot 
36 simultaneously comply with both sets of requirements; if a 
37 sponsor carmot meet the tax exemption requirements of the HUD 
38 rules, its project costs rise and it receives a lower priority than 
39 competing projects in other states. This corrective legislation is 
40 necessary so that New Jersey nonprofit sponsors of housing 
41 projects for low income senior citizens and persons with 
42 disabilities will be able to compete effectively for federal 
43 funding with housing sponsors in other states. 
44 
45 
46 
47 
48 Amends State requirements for tax exemption of certain low 
49 income housing projects by nonprofit sponsors to comport with 
50 federal requirements. 



ASSEMBLY HOUSING COMMITTEE 

STATEM ENT TO 

ASSEMBLY, No. 1070
 

STATE OF NEW JERSEY
 

DATED: MARCH 7,1994 

The Assembly Housing Committee reports Assembly Bill No. 
1070 favorably. 

P.L.1991, c.431, the Long Term Tax Exemption Law, was 
enacted for the purpose of consolidating and modernizing the laws 
concerning tax exemptions for improvements made for the purpose 
of restoring areas in need of redevelopment. It repealed several 
statutes, including P.L.1965, c.92, the Senior Citizens Nonprofit 
Rental Housing Tax Law. This law was enacted to allow nonprofit 
housing sponsors to secure funding under the Senior Citizens 
Housing Program authorized by section 202 of the Federal Housing 
Act, as amended. 

An unintended consequence of this repeal was that P.L.1991, 
c.431 was at variance with rules adopted by the U.S. Department of 
Housing and Urban Development (HUD) under section 202 in several 
important respects. The federal rules require that a sponsor obtain 
a tax exemption for the life of the subsidy, generally 40 years, 
rather than the 30 years allowed by P.L.1991, c.431. Other 
differences involve the way in which project revenue is to be 
calculated, the staged increases in service charges and minimum 
service charges required by P.L.1991, c.431, the contents of the 
certificate of incorporation, and the treatment of any net profits 
received by the nonprofit corporation. 

As a result of these differences, a housing sponsor cannot 
simultaneously comply with both sets of requirements; if a sponsor 
cannot meet the tax exemption requirements of the HUD rules, its 
project costs rise and it receives a lower priority than competing 
projects in other states. This corrective legislation is necessary so 
that New Jersey nonprofit sponsors of housing projects for low 
income senior citizens and persons with disabilities will be able to 
compete effectively for federal funding with housing sponsors in 
other states. 



SENATE URBAN POLICY AND
 
PLANNING COMMITTEE
 

STATEMENT TO
 

ASSEMBLY, No. 1070 

STATE OF NEW JERSEY
 

DATED: JUNE 6, 1994 

The Senate Urban Policy and Plarming Committee favorably 
reports Assembly Bill No. 1070. 

P.L.1991, c.431, the Long Term Tax Exemption Law, was 
enacted for the purpose of consolidating and modernizing the laws 
concerning tax exemptions for improvements made for the purpose 
of restoring areas in need of redevelopment. It repealed several 
statutes, including P.L.1965, c.92, the Senior Citizens Nonprofit 
Rental Housing Tax Law. This law was enacted to allow nonprofit 
housing sponsors to secure funding under the Senior Citizens 
Housing Program authorized by section 202 of the Federal Housing 
Act, as amended. 

An unintended consequence of this repeal was that P.L.1991, 
c.431 was at variance with rules adopted by the U.S. Department of 
Housing and Urban Development (HUD) under section 202 in several 
important respects. The federal rules require that a sponsor obtain 
a tax exemption for the life of the subsidy, generally 40 years, 
rather than the 30 years allowed by P.L.1991, c.431. Other 
differences involve the way in which project revenue is to be 
calculated, the staged increases in service charges and minimum 
service charges required by P.L.1991, c.431, the contents of the 
certificate of incorporation, and the treatment of any net profits 
received by the nonprofit corporation. 

As a result of these differences, a housing sponsor carmot 
simultaneously comply with both sets of requirements; if a sponsor 
cannot meet the tax exemption requirements of the HUD rules, its 
project costs rise and it receives a lower priority than competing 
projects in other states. This corrective legislation is necessary so 
that New Jersey nonprofit sponsors of housing projects for low 
income senior citizens and persons with disabilities will be able to 
compete effectively for federal funding with housing sponsors in 
other states. 

Assembly Bill No. 1070 is identical to Senate Bill No. 1120, 
which was also released from this committee on June 6, 1994. 
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