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[OFFICIAL COpy REPRINT] 

SENATE, No. 3757 

STATE OF NEW JERSEY
 
INTRODUCED ~OVEMBER 12, 1987 

By Senator "\YEISS 

Referred to Committee on ReH'nue, :F'inance and Appropriations 

AN ACT to proyide for the allocation of tbe State's volume cap on 

private actiyity bond;:; and tile private activity portion of gov

ernmental bonds. 

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

2 of New Jersey: 

1 1. Tilis act shall IJe known and may be cited as the" 1\ew Jersey
 

2 Private Actiyity Bowl Volume Cap Allocation Act."
 

1 ') The Legislature finds and determines that:
 

2 a. The Internal Rennue Code of 1986, 26 U. S. C. ~ 145 et seq.,
 

3 as amended, by tbe "Tax Reform Act of 1986," Pub. L. 99-514,
 

4 hereinafter referred to as tlle "Code," imposes an annual Jimita


5 tion on the volume of tax-exempt private aetiyity bonds and the
 

6 priYate activity portion of gOYernmental bonds issued after August
 

7 15, 1986.
 

8 b. The Code limits the annual volume of tax-exempt private
 

9 activity bonds and the private aetiyity portion of governmental
 

10 bonds for the State of 1\ew Jersey to $75.00 per resident for 

lOA calendar year 1037 and $50.00 per residellt for calendar years, there

11 after, based on the most reeent popnlation estimate provided by 

12 the Bureau of the Census before the beginning of the calendar year 

13 to which the limitation applies. 

14 c. Tbe use of tax-exempt bonds IS an effective and necessary 

15 methorls of financing programs for llOusing, water supply, sewerage 

16 treatment, hazardous waste treatment, storage and disposal, solid 

17 waste disposal, resource recovery and economic deyelopment, and 

18 such financing promotes and improves the health, safety, welfare 

19 ano quality of life of tbe residents of the State. 
EXPLANATION-Maller enclosed in bold·faced brarkets [thu~] in the above bill 

is not enarted and is intended to be omitted in the law. 
Maller printed in italics thliS is new mailer. 

Matter enclosed in asterisks or stars has been adopted as follows: 
--Senate comnlillee amendment!' adopted December 7, 1987. 



20 d. TLe ('o(}e estalilislj()s 11 formula 1'0)' ulJ()('atioll of the yo111l11t)
 

2] call "'hid), }mrsmmt to suh;;rdion (C') of ['retion HG of the Codr,
 

22 was suLjr('t to tellJporary modification 1,.'" gul'('rllatorial f'xecutiyc~
 

23 ordc'r until DCf'€'1l111rr ;'31, 1!)87. Tl)(' Code a]"o pcrmib thr State
 

2-1 to esta1Jli"h bv law an :~l1(,J'llatiYl' f()rJl~n]H for a]]ocating- nle Yolum\~
 

2:) cap.
 

2G e. In accorclan("e with the Code, the GOYGrnor hy Executive Order
 

No.	 ]47. hac: ]]cretoforr esia1llishrd procedures for the a]]ocation 

of tllr State's volume cap on private ar-tiyity 1lom]s and the private 

29 activity lortion of i!oye)'I!llJ('Jltal Ilonel" within l1w State' uncler the 

intr!"im authority provi(led b:' the Codt'o 

f. There is a Statewide 1)C'ed to as<;;U1'e that the limited amount 

32 of tax-exempt privatr Hctivi1:' bond fimlllcing ayaila1,lc is llsed in 

3'.)
d tllc' most effecti\'(> malllwr Ily issuers of llonds in tbe State in orrler 

34 to provide tbe greatest bendits to the State, and that need can 

best I'e met lJ.'" authorizing the GOYernor to continue to allocate 

36 portions of the State's volume cap a1l10l1g issuers. 

1 3. As used in this act: 

a. "Bond" l1wan" a revenue obli!.;ation, sE'curity, bond, note, 

.)
'1 delJenture, C'ertifieate or other e,~idence of inc1e11tedness of an issuer. 

4 1,. "Carr~-forward" mp[lll- that purtion of tlH) State volum p cap 

~) for any caJpnclnr year wl1jeh is l1llUse(l 11l1l'ing tbat calendar year 

6 aUG "'bich i:o anila1'le to be' earriE'd forward to be used in later 

7 years pursuant to tbe Coele. 

8 e. "Federal formula" 111('am' thC' formula or formulas for alloca

~) tion of tbe State yulume call now or Lc'reafter established pursuant 

10 to thE' Code.
 

11 d. "Govern11wntal lJOnd" means any tax-exempt hond "'hich 1S
 

12 not a private activity bond.
 

13 e. "Issuer" means the Stair or any political sultclivision of the
 

14 State or [illy entity i:::suin,2: Lands on hehalf of the State or any
 

15 political <;;uhdivision of the State.
 

16 r. "Private actiYity bond" amI" priyat e activity portion of gov


17 ernmental hands" llJeans a l,onel or portion tbereof suhjeet to any
 

18 allocation of State yolume cap pnrFuant to the Code.
 

19 ? "Tax-e:'\e'mpt bond" 111eans a honel, notE' or other oll1igfltiou
 

20 the interest on wbicl] is not includible in federal .£:'1'OS5 income pur


21 scwr.! :r ,,:etion 103 of the Code.
 

22 h. "Volume cap" means the annual dolLn limitation on thE'
 
0':> issuanf'(, of tax-ewmpt priYate aetivitv 110nl1s and the priYate
-~-) 

24	 adivitypnTti011 of ,2'On>1'nm011tal heill·ls 1' 0"1 or hprcJinaftpr impo<::prl 

OIl issuers 11:' the Corle. 



1 4. a. In ordcr to ('l1~Un' that tll(' limited lHllount of 8vailahle 

2 tax-eXeIl1}lt priYatp adiYity bond tinancin~ is used m the most 

~: effective llHillnrr h~' i,,~u('r". the' UO\,(~J'nor ~lmay]" "is autllori2rd 

4 fo' estallli,h '[hy pxpcutiyc or<1('J' a forlIlula and]~ ·0" pJ'oc('(hnl~ 

5 for allocation of tll(> Stat(\ YOJl111W caJ! wlJil'h '" pro(rdurc may 

6 providl" for a f"f:'a17ocafion formula fhat" diffpJ's from the f('(leral 

6A formula. 

GB lJ. "[In tIle px('('utiy(' ordl.'J',]' ·.lJ1y a77ocation proccdure estali

fie lished 11,1/" the Goyernor "[may]" "s7/(/77'" provide", by c.rfcutil'c 

6n order or otllenrise." that: 

7 (1) Thp entirp State YOlllme cap he allocated to the Departnwllt 

B of TrensUT." for rea1Jocation h~' th(> State Treasurer; 

!J (2) Any al1ocatiom:: mach' pursuant to this act he reviewed perl

10 octically and that unused allocatio11s may be utilized for carry

1] forward or rE'f'cinned for rpal1ocati011 and carr:donnud, for rE'

12 allocation, or for ('arryforward, af' tbe case may be j and 

13 (3) Any department of State Government or issuer recernng' 

14 an allocation may estahlish guio(>Jinef' and procedures "-lth respect 

1[) to that allocation and, if permitted. with r(>speet to tbe realloca

16 tion and carTYforward of that allocati011 or the reallocation, or 

17 carryforward of tbat allocation, as the ca!'e may he. 

18 c. The "[executi,'e order may]'" "allocation procedure and for

19 111ula, if any. estalilished 11,1! tlte G01'er1101' pursuant to this section 

:?O s7/(/ll" 1w app1ical1lp to the a110cation of the State volumc cap f01' 

21 th(> HISS calendar year, and, unlpsc: modified or revoked 11:' -[all' 

22 other ord(>r}' */urther aeti01l* of the Governor, ·[may]*' "'shaW 

23 be applicable to pach calendar y(>3r thpreafter. 

1 "5. The GOl'crJlor shall su7J1liit to tlle Lcgislature, oftcr Ja1luary 

2 1, 198b' and 0/1 or before Jamw)'.11 20. 1985. ann after Ja1luary 1 and 

3 on 07' /;e/ore January ::0 alll/lwlly tlwrca/teT, a u'ritten report }Jro

4 1,iding a rniell' of tlle allo(otio/l of th( Statr's }Jrirate artil'it,l{ 

f) bund 1"OlUlilf' cciling duri11.fJ fllc ])J'e('edinq calendar year anrI tllC 

6 prcliminar,ll all(icatiol1 anticipated for tlle CllHcnt ealrndar yrar. 

7 1/ the injormatiu1I (01lc('rllil1.o tllr })relil1lil1ar.ll allocati01l is '/ud 

8 (11'oi7al,le 011 each .]a!l!wrl/ 20, tl,( GonTnol' s7wll s1llJ1IIit that ill

9 formation to thr L".f!islatllrc as SO 1112 as thr in/urnlation 1" a1'ai1

10 alill'. T71c anll/(((l }'(-port shall include for tllr ycar /ieing l'cl'ie1rcd 

1] and for tlte current calewlar 3,eor, as lJIay l)(~ applicable: 

12 a. A statement of the al111ual 8tatCll'ide p1'i1'ate aetirity bond 

13 volume ceil intI; 

14 b. A1I C,)'})lal/atir!11 (if any funl/ula used or to Ill' 118('(/ for the 0110

15 cation omo1l9 issuers; 
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16 c. The name of issuers granted allY porti011 of tlte annual volulll~ 

17 ceiling, tlte amount of tltc volume cciling allocated to each issuer, 

18 the amount of bonds issued under the classifications of qualified 

HI }J'1"i'wtc activity lJonds set forth in section 141 (d) (1) of the Code, 

20 a description of the nature vf each vond issuancc under the cap and 

21 the pri'l'ate business use aZJ]Jlieaule to tlte bonds, and any elective 

22 carryfonmrd and reallocation alld tlte use and purposes thereof; 

23 and 

24 d. A statement of guidelines. terms and conditions, and proce

2;1 dUles estalilished uy an!! d!'JJOrtmcnt of State Government or issuer 

26 promulgated under the auth01"ity of section 4 of this act and under 

:!7 tltc authority of an?! e:rpcutirc action taken thereunder, and any 

28 action concerninp tl/e allocation of the annual rolume cap or any 

29 carryforlcard that is an exceptio11 or dCl'iation from the standard 

30 guidelines, terms and conditions, and procedures. 

31 The Gorernor slwll also submit to the Legislature in writing, as 

32 soml as is possil)le, any modification or reFocation of an allocatioli 

33 procedure or forHwla established jJUrsuant to section 4 of this act.1I< 

1 -[5.]* -fj! This act sball take effect 011 January 1, 1988. 

STATE BUDGET AND FINANCE 

Autborizes the Goyernor to establish a procedure for tlw allocation 

and realJocation of the annual Statewioe volume cap on tax-exempt 

pri\'ate activity bonds. 
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4-. a. In on]pr to ell~Uf(' that the limited amount of available 

tax-exempt private adi,-ity bowl financing i~ used in the most 

effective mallner 1))' i~su('rs, thp Governor may establish by execu

tive order a formula allll lJroceduf(· for allocation of the State 

volume cup whicL differs from the federal formula. 

b. In the executive order, the Governor may provide that: 

(1) The entire State volume cap be allocated to the Department 

of Treasury for realloration hy tll(' State Treasurer; 

(2) AllY alloeations made pursuant to this act be reviewed peri 

odically and that nl1uscd allocations may be utilized for carry

forward or rescinded for reallocation and carryforward, for re

allocation, or for carryforward, as the case may be; and 

(3) Any department of State Government or issuer recelVlllg 

an allocation may establislJ guidelines and procedures with respect 

to tbat allocation and, if permitted, with respect to the realloca

tion and carryforward of that allocation or the reallocation, or 

carryforward of that allocation, as the case may be. 

c. The executive order may be applicable to the allocation of the 

State volume cap for the 1988 calendar year and, unless modified 

or revoked by another order of the Governor, may be applicable 

to each calendar year thereafter. 

J. This act shall take effect on .J anuary 1, 1988. 

STATEMENT 

The Internal Reyenue Code of 1986, as amended by the "Tax 

Reform Act of 19S6," imposes a volume cap on the issuance of 

private acthrity bonds and governmental bonds to the extent that 

the priYate activity portion of sueh gonrnmental bonds exceeds 

$15,000,000.00. The Code also provides a formula for allocation of 

the volume eap among issuers. Under tbe Code, tbis fedpral 

formula may be modified by action of tbe Legislature, or, on an 

interim basis up to December 31, 1987, by the Governor. Tbe pur

pose of tbis bill is to authorize the Governor to modify tbe federal 

formula after January 1, 1988 in order to ensure that the limited 

amount of availahle tax-exempt pri\'ate activity bond financing is 

used in the most effective manner by State and local governmental 

issuers. 

STATE BUDGET AND FIKANCE 

Autborizes Goyernor to determinE' by executive order tbe alloca

tjon of the alllll1al State volume cap on private activity honds. 
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SENATE REVENUE, FINANCE AND APPROPRIATIONS
 
COMMITTEE 

STATEMEl\'T TO 

SENATE, No. 3757 
with Senatp committee amendments 

STATE OF NEW JERSEY
 
DA TED: DECEMBEH 7, 1987 

Tbe Senate Rc·YenuC', Finance amI Appropriations Committee re

portelj 8C'1Ia',C' Bill K o. :~;i5i f:lyoralll."', wi01 committee amendments. 

Senate BiJl ;\ o. ~ji;)7, a;;; ameIJ<lC'd, Dutborize the Goyernor, after 

Jan uar:,~ L 1~)~·S, to 11l0dii\ hy C'.\ ecutiYe order or otherwise the formula 

for allocation of the y(jlume cap or ceiling on the issuance of federally 

tax-exempt priYate actiyity honds. Tbe volume cap and allocation for

mula are specified in the fedC'ral Internal Reyenue Coele of 1986, as 

amended by tbe "Tax Reform Act of 1~)8G." Tbe bill, as amended, 

also requires the Goyernor to submit annual reports to the Legislature 

by January 20 including a reyiew of the allocation of the volume cap 

in the prior year, and the preliminary allocation for tbe current year. 

If the preliminan' allocation is not a\'aila1.1p on the reporting date, tben 

it shall lw submittrlJ as soon as it is ayaila111e. 

The Internal Rpyenu(' Code of 1~)8(j ("the Code") imposes a State 

yolume cap on the alJnual issuancr of federally tax-exempt priYate 

adivit~, bonds (and goyrrnmc'ntal llonels to the extent that the private ac

ti"it:,' portion of surh gOH'rmuc,ntal bonds exceeds $lG,OOO,OOO.O'O). This 

ceiling is equal to the greatrJ" of :r':;;l(l,OO(J.OOU.O or $75.0'0 per capita in 

1987, and $1:')0,000,000.00 01' $;10.00 ]101' capita in 1~IS8 and thereafter. 

For K C'w J er:'.e:', thc' ]iI'r carJita calc-ulation yields a volume ceiling of 

::)'5i1,SOO,OOO.OO in 19:37, ;llJel $37t-,OOO,OOO.OO in 1HS:-I and thereafter. 

Section 14G of the Code further i'J/('(,iiies tLat, unless a state takes 

action to the cOlI1rar;', as c1e<:;crilwd bela'S, G(V/~ of tbii' volume ceiling 

shall be allocated to State agc'ncies and ;Jff(c sball be allocated to local 

government issuC'rs in the State; the ;10;;~ Jocal share sball lie allocateJ 

among the local iSf:uC'rs on thi' llasis of population. Each local issuer's 

share is estab1i;;;hec1 accordinQ to a nltio nlat is determined I,,Y dividing 

the population of thc' State l,y the population within the ISi'llmg- au

thority's jurisdiction. 

Howeyer, the Co(1e aJso provides tlJat statei' may enact at any time 

laws IJroYiding for a diffprC'nt allocation of their volume caps and that 

until DC'c:emher 31, 1%7, states may also operate under 11 different 
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811ocfltion ]JUrSllHllt to a go\,rTll(lr's cxccutin· ordrl', :\ew ,JerseY i" 

now (I]I('ratin~' l1]](]er Ex('cl1tiyc Onln ?\o. Hi, \yllicl1 makes the Slat" 

'Trl'asu]'('r t11(· ('u:-tlldiaJJ of 111(' fl1l1 Stnte aJ]oeatilin, awl mltlJOrizrs th' 

Trcasurer to S(,t terms alHl cunditions Ullder ",lJich allo('atiolls llIay bl' 

made' to Statc agcncies or local UlJib uf g-on'l'1Jl1IC'nL Tl](, Executive' 

OnJer, auLl tlll' Cod("s HullJUrity allo\\ing tllr Statr to allocute its volume 

cap solcly under and e.\('l'utivc or<1er. cxpire ])ec('m1,cr 31, ]~)S7, Thi" 

Lill, as anH'ndecl, ],royid('s 11J(' Slate' statu;()r~- D1.111JOrization for 1}Ji' 

Governor to cUlltinm' to dl·termi]](· tL<' allocatioll of the Stall"s vol UllI l' 

cal) amOlJg' iss:lcrs, t]Jn111cdJ C'lIlltilJllilJc: ('x('c'n1i"i' 0]'(1ers or ot]lc]'\yi"c, 

u11l1er wLicll tIll' ('Iitire Sta!(' "o]urlJe ca]1 IW1\' 1)(' j'('allucutcJ and n'

vieweL1 bv t11e Statl' TrC'aSnrl:l. 

CO::lDJITTEE ~\"JE"])"JE);TS: 

The com]}Jit tel' amCndllJCnb s]Jccjfy. that tIJe ]}Jeans bv , which the Gov

er110r may mcJify thr allocation forJl]uln ine1udr, 1mt are not lilJ)itl'.} 

to, the' issuance of exC'cuti"c orders. TIle amendments also require th·~ 

Governor to suI mit ",liIlual rr])(:rts to tl1(' Legislature by January 20, 

1988 aml each ,1anuary :::0 l1JC'reafter proyiding a reYie,,, of the alloca, 

tion of the yolunw cap ill Ow prior year. aml tbe preliminary allocation 

for tbe current year, ilJ(:1ucling the· al'}J1icable cC'ili]]!:!:, tbe allocation for

mula, lJOml", iSS1H'd unt1lT i11l> ceiliw2' (md term" [lnd conditions estall

lisLed. If illformatjUll C'ol1Cerniw2' the jwC'Jiminar.',' a}]uC'[ltioll is not 

ayailable on the reporting date, 11J(,]1 it s11a11 l'e su1'mitted as soon as 

it is ayailable. 

FISCAL IMPACT: 

This 1Iill , as amended. will han no direct fiscal impact. Howe.ver, 

any prospediY(' issuers ,,,hiclJ faj) to receive a portion of the State ':-, 

anl1lwl YoluHJC ceiling am1 su1lsC'quelltly issu(' taxahle bonds will face 

higher debt sen'ice costs. 
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