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Referred to Committee on Agriculture, Conservation

[

“and ‘Natur al ‘Resources
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Ax Acr to amend ‘‘An act concerning the Passaic Valley Sewerage
Commissioners and the sanitation facilities constructed or to be
constructed by it, providing for the issuance of bonds and other
obligations for financing such facilities, and prescribing powers
and duties of said commissioners and of municipalities with
respect thereto, and supplementing chapter 14 of Title 58 of the
Revised Statutes,”’ approved August 19, 1953, (P.- L.A 1953, c.
388). - '

s

BE IT ENACTED b1/ the Seazate and Geweral As.sembly of the State
BatE e by .

i

of New Jei.s:cy
1. Sectron 2 of P. L. 1903 c. 388 (C. 58:14-34.11) is amended

1

~r b P P ard

w

to read as fOHOWS‘
R {1 ]

2 As used 1n thls act, unless a different meaning clearly appears

T BOES AN S Ittt s s stae vy aney ot

trom the context
(' a) “Ougrnal act’’ shall mean chapter 14 of Tltle 5b of the
Revrsed Statutes (scctron 58 14—1 et seq) and’ the acts contmued

e Shg

thereby and the acts heretofme adopfed amcndatory theleof 01

teeeat Foo 3 EAREY U A S S S

supplemental thereto,
' (b) “Cormmssmners” shall mean the Passaic Va]ley Sewerage

Comm1ss1one1s ‘the bods pohtrc and corporate of the State of Now

Jer sey appomted organrzcd created and cmstmg pursuant to the

[ L 1y

orrgmal act
(e) “bewel age system” shall mean the Passaic Vallev intercept-
1ng sewer together w1th 1ts branches and appurtcnances and all

plants, structures and othe1 1ea1 and tangrble personal propert)

acqurred constructed or opel ated by the commissioners and such

other plants, structul es and other 1eal and tangrble pe1sona1 pr op-

EXPLAhIATION—Mauer enclosed in bo!d-faced brackets [thus] in the above bill
.1y is not.epacted and ig,intgnded to be omitted in the law. . .,
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erty as may be acquired or constructed by the commissioners pur-
suant to this act; _

(d) ‘‘Munieipality’” shall mean any city of any class, any
borough, village, town, tow11Ship, or any other municipality other
than a county or a school diéfri::t ;. -

(e) ““Contracting municipality’’ shall mean any municipality
entitled to rights in and use of the sewerage system by virtue of
contributions heretofore made by it to the commissioners toward
the costs of constructioﬁ of the sewerage system pursuant to the
provisions of the original act and any contract heretofore made
between the commissioners and one or more municipalities with
respect to such construction and contributions;

(f ) ““Governing body’’ shall mean the commission, council, board
or body, by whatever name it may be known, having charge of the
finances of a municipality; ‘

(g) ‘““Project’’ shall mean any [alteration, addition] or [modifi-
cation to the trunk sewer,] all sewers, conduits, pipe lines, mains,
pumping and ventilating stations, sewage or other water-borne
waste treatment or disposal systems, plants, works or apparatus,

[treatment works, dispersal field pumping station, structures,

~equipment and appurtenances located southerly and easterly of

Wilson avenue and Avenue P in the city of Newark, New Jersey,
which alteration, addition or modification~is} connections or out-
falls deemed by the téommiééioner] commissioners to be necessary
or desirable [and comprises only rehabilitation of the dispersal
ﬁéld, rehébilifation and niodernizafion] as part of the [sedimenta-
tion basins, construction of new grit chambers, bar racks and fine
séreens,‘ rehabilitatibn' or modernization or electrification of the
pump_ihg station and] sewerage systém, including equipment
[with] or [without installation of additional pump units or direct-
connected Diesel pump units or electrical substétions, construction

of]. appurtenances thereof und any real or tangible personal prop-

erty necessary [enclosing buildings, and miscellaneous repairs and

reconstruction necessary in connection with the foregoing.] or
desirable therefor and including also all improvements necéssary to
relieve or'preveht pollution of the Passaic river and Newark bay;

(h) ““Bonds’’ shall mean bonds or other obligations of the com-
missioners iésued pursuant to this act; and

(i) “System revenues’’ shall mean the moneys paid or required

to be paid by any contfacting mu11icipality or any other user of the

sewerage system to the commissioners on account of the cost of

maintenance, repair and operation of the sewerage system.
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2. Section 5 of P', L. 1953, c. 388 (C. 58:14-34.14) is amended to

read as follows
5. (a) For the purpose of raising funds to pay the cost of any of
the projects, as defined in section 1 of this act, [or such pr o‘]eet.s as

may be required by law,J or any part of said projects, the com-

‘missioners shall have power from time to time to authorize and

provide for the 1esua.nce of its bonds pursuant to thls act. Such
bonds shall be authorized by and be 1ssued pursuant to a resolu-
tion or resolutious (in this act somet1mes referred to as ‘‘bond
resolution’’) of the commissioners whicli shall (1) describe the
project or projects in brief and general terms sufficient t01
reasonable 1dentLﬁcat10n and (2) state the amount of bonde au-
thorized thereby for or with respect to said proyect or prOJects
There shall be included in such cost of such project or proleets
such amounts as the convrnniss_ionely's‘ shall deem necessary or
advisable to provide for the cost of iseuence of b’onds[,] and of
financial, legalf,] amd accounting services and advice, for discount
on bonds, for engmeermg, 1nspect10n[,] and professional costs, and
for all such other expenses as may be noeessarv and incident to the
financing, acquisition, const1uct1on and completlon of su(h prO]ect
or projects and the Pplacing of the same in opera-twn, and also such
provision or reserves for working capital, operating, maintenance
or replacement expenses, or payment or security of principal of or
interest on any bonds or notes of the commz’ssioneh during or after
such ﬁ'n(mcmg., aCQuisition, construction and completion as the com-
missioners may determine to be neces.sary'or advisable. ‘

(b) After adoption of a bond resolution, the commissioners shall
(1) cause copy thereof, certified by its secretary, and a notice of the
date, time and place of the hearing hereinafter mentioned to be
mailed to the governing body of each contracting municipality ; (2)
cause such notice to be published at least onee in a newspaper of
general circulation publislled in the city of Newark, New Jersey;
and (3) not sooner than 30 davq after such pubhcatmn and aftel
such ma1l1ng, hold a public hearmtr in the Passaic Valley Sewel age
Distriet on said bond resolution at which any contracting mu-
nicipality may appear in person or by agent or attome} and be
heard with respect thereto. Said bond resolition shall take effect
on the thirtieth day after the conclusion of such p-ublic-hea.ring
unless prior to such thirtieth d‘ziy‘ the governing bodies of contract-
ing municipalities shall have caused to be filed with the sceretary
of the commissioners coples, certlﬁed by their respective clerks of

resolutions adopted by such govermng bod1es 1espect1velv ob;|ectm<7
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to said bond 1esolut10n and it shall appear that the contlac’cm(r
mumcrpahtres on behalf of which such obgectmg resolutlons were
adopted [contrrbuted] paid 25% or more of the total [ﬂow mto]
amouni of moneys recewed b Y the [system e\rclusrve of excess ﬂou
‘and ﬂow contnbuted because of lease arrangements] (omm's
swners exclwsue of moneys recewed because of lease armnqe—
ments or because of surcharges or default payments from [the]
contractmg mumcrpahtles durmg the calendar year endmg on the
1ast day of December next precedmg the date of such pubhc hearmg

(c) Upon the takmg effect of a bond resolutlon the comrrus-

VI IS

s1one1s shall have _power to mcur mdebtedness, horrow money and

A T PR S SO S T ITE T D

1ssue its bonds for the purpose or respectlve purposes descubed
therem 'lS‘uch bonds shall be authonaed by the bond rcsolutron and
may be 1ssued m one 01 more serles andl shdll bear such date or
dates, matme at such ’fnne or tlmes not e\ceedan' 40 vear s from the

i

date thereot bear mterest at such 1atc or rates [not e‘cceedmO' 69
per annum] and payable at surh tzmes be m such denom;rnatron or
denommatlons be m such f01m[,] elther coupon or 1eorsteled
carry such cony erszon or qustratzon pmjmleqes‘ haw such 1ank ov
prlorrty, be executed in such manne1 be p‘awﬁ‘abl‘e from such sources
in such medmm of payment at such place or places w1th1n or wrthout
the State, and be subgect to such terms of redemphon (wnth or
vnthout premm,m) 28, the bond resolutlon may 2 ovlde or as mna J be
derermzned by the commmswners in suah‘other manner as the bond

(N6 L% SO REFRA
resolution may authonae .
ERRNS H RPN YD 3 =
(d) Bonds of ‘the commrssmners shall be sold by the comrms-
s1oners at pubhc sale not 1ess than 6 nor more than 4:0 davs after

notice of such sale has been pubhshed at least once m a new spaper

U S PICREEY! e, bharnie o e b

pubhshed_/ m _the cltx of \Tewark and 1n a ﬁnancral newspapel
pubhrshed“and‘ clrculatlng in New York Clty, wh1ch shall state thc
terms of sale as determmed by the comm1ss1one1s The bonds of
each zssue sold by the ccmmzsswners shall be [sold at such a prlce
that] oﬁered at such publw sale by the commzsswners on the basis
of the 1nterest cost to matuntv of the money recelved for [anv]
such ].SSDB [of bonds] (computed accordmo' to standald tables of

i

bond Values) [shall not exeeed 6% pe1 annum] and at such pubhc

,,,,,

awarded upon the p1 oposal offermg the 1owcst such 1nterest cost.
(e) After adoptwn of o bond resolutwn ‘the commzsswners i
antw@patwn of the zssuance of bonds shall have power to mcur -

debtedness bowow money and zssue negotmble notes Any such
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a recital that i is issued in dnticipia".tibin of the “1$siande ‘of Fonds.
Suéh n‘of'é;s may Be'igsu}ad ‘f‘or a péﬁb’d ":bf'%ot“e'yx}éé‘e«’dz%’g 1*"fy'fébfr d%d
year, but all such nofes, mcludmy renewals’ th’ere’of,'sh‘all niatiire
and e ‘paid not 'more than s 5 years from the ‘date’ of the *driginal
‘notes. Such notes may be sold at public or pruﬁat‘e $ale, Géar interést
at such rate or rates, be in such déwomindation or devominations, be
in such form, have Such rank or pribrity, Ve éxécuted in such
manner, and be- payable at such pldace or- pTaces within “or without
the State as a resolution of the commissioners may promde ‘Bénd
antwtpaiwn woz‘es may be sold at prn ‘ate sale pursucmt o Fesplu-

tion of the cowwmsswne&s, or‘b‘y ifs tréasurer’ etr‘zjressly‘ deézgnated

by resolution to sell such notes. The treasurer waking dny sheh

sale shall réeport in writing to the commissioners at the néxt meeting

' . . . wilgi ¥ R RN L T s WA IR LM
ikereof as to the prmmpal ‘amount, mterest rate, and mMatuiities of

e

100 the notes sold, the price oblained and the ndine “of the puréhiser.

1
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3. Section 7'of P.'I.° 1953, c. 388 (C‘».'5851'4~34‘.16) is"anietided to
read as follows:

7. Any pi'dvisibh‘ of any law to tHe‘ébntréry notwithstandife, any
bond or other obhg'ltlon issued pursuant to this set shall Be fidly
negot1able Vrithin ‘the ' meamng ‘aid for ‘all ’ put‘poses ‘of “the
[negotlable mstruments law] ‘uniform comimercial éode of the Stafe,
and each holder or owner of such a bond 6r ‘ofher Oblightion, orof
“any coupon appurtenant thereto by acceptmg guch Boid 6r coupon
shall be conc]uswely deeméd to have agl ced that sudh’ ‘bond, ‘obliga-
tlon or eoupon is and Shall be fully negotlable ‘within’ the ‘thbanifig
"and for all purposes of said [negotlable ‘hstriiments Iaw] whif ot
commercial code.

4. Section 11 of P. L. 1953, ¢. 388 (C. 58:14-34.20) is ‘amended
to read as follows:

11. [(a)] For all purposes of the origiial ‘act fiid of any édu-
tract made or hére‘a‘f’ter;’made""theréﬁn&;ér& or for the’ purposes
theréof ‘the cost and expeﬁsé '(>f'méi‘h$‘t'én§ifce,“r’epaif"érid:gp%rati:bn
of the sewerage system for ; anv vea,r [(as herem Yeferred to dhd
deseribed) shall be appmtloned annuallv among “the contractl“ng
mumclpahtles and ofher users theréof'in’ prop‘o"r't‘l'on 16 the amotiht
of sewage by them respectlvelv deliveréd and’ dlscharged inlto 'the
sewerage system and, e\cept as pr ovided in subsequent par‘agraph.s
of this sectlon,] shall be deémed ‘to’ mcludc, and shall’ 1nclude, in
addition 1o all other items lieretofore ineluded, all interest becom-
ing due prior to the end of such vear on bonds or 6ther' Sbfigations

v, S A S R T LI B 13 ST AT
of the commissioners issued pursuant to this aet, plus the principal

o T e
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or redemption premium of any such bonds or obligations becoming
due[[, recalled for redemption,] prior to the end of such year, [and

redemption premium (if any)] plus such sums as the commis-

- sioners may determine or by the terms of any contract be required
~to set aside during such year as a reserve for payment or security

-of principal of or interest on any such bonds or obligations or be

by the terms of any contract required to set aside during such year
as a reserve for any other purpose. The contracting municipalities
and other users of the sewerage system are hereby authorized and

directed to do and perform any and all acts and things necessary,

-convenient or desirable to pay to the commissioners annually the

total cost(an{d expense (a's herein referred to and desecribed) of
maintenance, repair and operation of the sewerage system appor-

tioned as above provided. If any payment on account of the cost

‘and expense (as herein referred to and described) of maintenance,

repair and operation of the sewerage system, or any part thereof,

due to the commissioners under the original act or any such

contract from a contracting municipality or other user shall remain

‘unpaid for 30 days after the commissioners have notified such

. contracting municipality or other user by mail of the amount due

and the due date, such contracting municipality or other nser shall

be charged with and shall pay to the commissioners interest on the

~amount unpaid from thirty days after such notice of the commis-

sioners was mailed until paid, at the rate 0f-6% per annum. Every

_obligation assumed by or impesed upon any contracting mu-
. nicipality or other user by the original act or any such contract or

- this act shall be enforceable by the commissioners by appropriate

action, suit or proceeding, and the commissioners may have and

pursue any and all remedies provided by law for the enforcement

of such obligation.

[(b) The provisions of paragraph (a) of this section 11 shall not

_'apply in the case of any contracting municipality which (1) at or

~ before the end of the p11b1ic hearing on a bond resolution provided

for by‘paragraph (b) of section 5 files a written declaration or

_intention with the commissioners stating that said contracting mu-
~ nicipality intends itself to finance all or any part of its share of the
~cost of any project or any part thereof to the financing of which

sald bond resolution relates, (2) prior to the publication of the

ilotice of éale_ of bonds provided for in paragraph (d) of section 5

enters into an agreement relating to such bonds with the commis-

_sioners establishing a Just and equitable formula pursuant to which

annual adjustments shall be made in amounts due to the commis-
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sioners on account of the issuance of such bonds and to such con™
tracting municipality on account of the payment of said share, as
hereinafter determined, in the event of and as a result of ;Lny in-
crease or decrease in the proportionate share of such contracting
municipality in the cost and expense of mainténance, repair: and
operation of the sewerage system and (3) pays said shére; as here-
inafter determined, to the commissioners not later than thirty days
after the commissioners shall have sold the bonds, as provided in
paragraph (e) of section five, for the purpose of financing any
project. Any contracting municipality which does not file a declara-
tion of intention with, or does not pay its share to, the commis-
sioners in accordance with the foregoing proxlfision, shall be subject
to the provisions of paragraph (a) of this section but shall not be
barred from filing a declaration of intention with regard to aﬁy
subsequent project.}

[(c) The share of any contracting municipality filing such a
declaration of intention shall be determined and apportioned, for
purposes of computing the payment to be made to the commis-
sioners as provided in paragraph (b) of this ‘section', on the basis
of its proportionate share of the cost and expense of such main-
tenance, repair and“'operation for the year next preceding the year
of adoption of the bond resolution. The share of any contracting
municipality filing such declaration of intention and making such
payment shall thereafter be determined and apportionéd in the
same manner and mode of procedure by which its share of any other
cost and expense of maintenauce, repair and operation of the
sewerage system was determined in and for any year prior to the

adoption of the bond resolution under the terms of the original act

and any contract between such contracting municipality and thé

commissioners made thereunder or for the purpose of the original
act, and the share of such a contracting municipality shall be in-
creased or decreased only if its proportionate share of any other
cost and expense of maintenance, repair and operation of the sewer-
age system is increased or decreased (as the case may be) under
the original act and any such contract between such contracting
municipality and the commissioners made thereunder or for the
purposes of the original act by reason of the amount of sewage
actually delivered or discharged into the sewerage system. The
obligation of any contracting muﬁici_pality to pay its share as stated
in a declaration of intention and its obligation to pay an& addi-

tional amount shall be enforceable in the same manner as any other

obligation assumed by or imposed upon any ‘contraetiﬁg munic-
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1pa.hty by the or1g1nal act or any contract made thereunder or for

100 the purpose of the orlgrnal act or by this act]

10_1
102
103

L) Any contractlng mun1c1pallty ﬁhng a ertten declaratlon
Qf 1ntentron w1th the comm1ss1one1s under the prov1s1ons of para-

graph (b) of thls sectlon 12 may ﬁnance 1ts shale of the cost of the

104 progect by the issuance of notes, bonds or other oblrgatrons in the
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st1tut1ng sectlons 40 1 1 to 40 1—88 1nclus1ve of the local bond law,
but W1thout regard to and notmthstandrng any l1m1tat10ns on the
amount or percentage of 1ndebtedness which any mumclpahty ma3
incur under sa1d local bond law or any other law of the State |

Sect1on 1.) of P. L 1953 c. 388 (C 08 14—34 24) is amendcd
to read as f_ol[lows.

15 The State of New J ersey does hereby pledge to and covenant
and agree with the holders of any bonds that the State mll not
limit or alte1 the 11ghts hereby vested 1n the commrss1oners to
acquire, construct malntarn reconstruct and operate the sewerage
system and to fulfill the ferms of any agreement made W1th the
holders of such bonds or other obhgatrons and will not in anv way
1n any way | the exempt1o‘ns from taxatron provlded for in thrs act,
untll the bonds together with interest thereon with 1nterest on any
unpald 1nstallments of interest, and all costs and expenses 1n con-
nection wa,th any action or proceeding by or on behalf of such
holders, are fully met and d1scha1ged provided that ouch pledge
tg and covenant and agreement with the holders of any bonds issued
on o after Jawuary 1, 1971 a"oes not prolubLt authomzatwn herc-

f thts act or of the orzgmal act or acz‘s amendatom thereof or

‘supplemental thereto to apportzon the cost and expense of mam-

tenamce, reparr ,@f’,bd operation of the sewerage system (as in sectzon

11 hereof referred to and glesc?:ibed) among the co‘n,tmcttng mu-

nicipalities and other users thereof, upon amy basis or bases wn

;addztwn to or other than the proportion of the amount of sewage by

them delwered and dtscharged wmio the sewerage system
6. This act shall take effect immediately.

STATEMENT
The bill is mtroduced for the purpose of amendmg P L. 1953, c.

'388 w1th respect to Vanous techmcal points concernlng ﬁnancmO'

matters The amendments were suggested to the Pasasic Valley

Sewel age Conumssroners by the commissioners’ financial advisor
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and bond counsel to facilitate and aid in financing through the
issuance of revenue bonds projects mandated by the State 'De'bart-'
" ment of Environmental Protection and the courts. )

The definition of ‘“project’” is amended to provide clear statutory
authorization for the commissioners to comply with an order of the
court mandating certain projects and the financing thereof. Depart-

- ment of Health vs. Passaic Valley Sewerage Commission, 100 N. J.
Super. 540, 242 A. 2d 675 (1968), affirined 105 N..J. Super: 563, 253
A. 2d 577 (1969).

The commissioners are authorized by the amendment of section
5, paragraph (a) to finance, by bonding, necessary financial reserves
rather than requiring heavy taxing for such reserves. The necessity
for a governmental agency issuing revenue bonds to establish and
maintain such reserves is based on the expectations of the pur-
chasers of such bonds, and the commissioners would be at a dis-
advantage in marketing bonds and notes if no provision could be
made to fund satisfactory reserves. The revision of paragraph (b)
is recommended to avoid legal problems implicit in the difficulty
of making entirely accurate flow measurements, and the difficulty
of legally ascertaining ‘“excess flows.”” Paragraph (c) includes au-
thority for the conu;ijssioners to make certain determinations in
resolutions supplementary to the bond resolution, in the manner
provided in the bond resolution, so that financial determinations,
which ought to be made at the time of sale of bonds or pursuant to
the best bid for bonds, will not have been previously fixed by the
bond resolution. Paragraph (d) includes a power for the commis-
sioners to reject all bids at a bond sale if the best bid is determined
by the commissionérs not to be reasonable. Paragraph (e) pro-
vides the alternative of issuing bond anticipation notes which have
the advantage of allowing the commissioners to reduce the amount
of interest cost during the period of construction of a project and
permitting the commissioners a degree of flexibility in choosing a
favorable bond market.

The deletion of paragraphs (b), (¢) and (d) from section 11 is
provided pursuant to the recommendations of the commissioners’
financial advisers, nationally prominent investment bankers, who
have advised the commissioners that the deleted paragraphs would
require a needlessly complicated bond sale by introducing an ele-
ment of uncertainty as to the amount of bonds to be sold by the
commissioners until the time of the public hearing. It is their
further opinion that bidders would consider the dependence of the

commissioners’ financing on the borrowing capacity of third parties




10

to be a negative factor affecting the interest costs proposed by such
bidders.

The statutory covenant of the State (in section 15) is amended
to provide expressly that legislation implementing equitable rate
distribution, or other basis of apportioning costs among the con-
tracting municipalities, shall not be prohibited by the statutory
covenant and shall therefore not be subject to attack as-an nncon-

stitutional impairment of contract.
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