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INTRODUCED MAY 5, 1969
By Senator BATEMAN
(Without Reference)

AN Act concerning education and refunding of bonds issued for
school or school district purposes by counties, municipalities and
school districts and supplementing Title 184, Education, of the
New Jersey Statutes.

Bz 1T svacteED by the Senate and General Assembly of the State
of New Jersey:

1. Any bonds heretofore or hereafter issued (a) by any county
to meet or finance any county college appropriation or purpose or
any county vocational school appropriation or purpose, or (b) by
any municipality to meet or finance any school district appropria-
tion or purpose, or (¢) by any school district which at the time of
issuance of such bonds was governed by the provisions of chapter 7
or of chapter 8 of Title 18, Eduecation, of the Revised Statutes or
constituted a Type II school district under the provisions of this
Title, may be funded or refunded at or prior to the maturity of such
bonds as herein provided by issuance of bonds (hercin ealled the
“refunding bonds’’). Any such bonds to be funded or refunded
(herein called the “‘refunded bonds’’) may be funded or refunded
at or before maturity thercof to the extent and in the manuer or
procedure provided for in the refunded bonds or in any contract
with respect thereto between the holders or owners of the vefunded
bonds and the issuer thereof.

9. Notwithstanding the provision of any other law or any debt
limitation or requirement for down payment or for referendum or
other action by legal voters, refunding bonds may be authorized
and issued for the purpose of paying, funding or refunding any
refuﬁded bonds and paving the cost or expense of issuing re-
funding bonds including printing, advertising, accounting, finan-
cial, légal or other expense in connection therewith. Refunding
bonds shall be authorized (a) in the case of any county or munici-
pality by refunding bond ordinance enacted in the manner or mode

of procedure provided for adoption of a refunding bond ordinance
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pursuant to the Local Bond Law, constituting chapter 2 of Title
40A, Municipalities and Counties, of the New Jersey Statutes, and
(b) in the case of a Type 11 school distriet by an ordinance (herein
called the ‘‘refunding bond ordinance’’) adopted by the board of
education of suech school distriet as provided in this chapter.

3. A refunding bond ordinance of any county or municipality
shall become effective and refunding bonds shall be sold or issued
in the manner provided in sections 40A:2-52 to 40A :2-60, both
inclusive, of said Local Bond Law, and all of the provisions of said
scetions shall be applicable thereto and to such funding or refund-
ing by any county or municipality, and such refunding bonds shall
recite that they are issued pursuant to said law and this chapter. A
refunding bond ordinance of any Type II school district shall be-
come effective and refunding bonds shall be sold or issued in the
manner provided in this chapter.

4. A refunding bond ordinance may be enacted by the board of ed-
ucation of any T'ype 1I school district after the approval thereof by
resolution of such board of education, and by subsequent adoption
thereof after advertised public hearing, notice of which shall be
given by publication of such proposed refunding bond ordinance
and notice of hearing once at least 7 days prior to date of such
hearing, in a newspaper circulating in the school district. Following
the holding of such public hearing, at which all interested persons
shall be given an opportunity to be heard, such refunding bond ordi-
nance may thereupon be adopted by the rcecorded affirmative vote
of 24 of the full membership of such board of education or at such
other time and place to which such hearing or further consideration
thereof shall have been adjourned. The refunding bond ordinance
in the case of a Type II school district shall contain in substance:
(a) an authorization of the issuance of the refunding bonds, stating
in brief and general terms sufficient for reasonable identification the
refunded bonds to be funded or vefunded, and the amount of the cost
of issuing the refunding bonds which is included in the authorized
principal amount of the refunding bonds; (b) the principal amount
of refunding bonds authorized; (¢) the maturity date or dates of
the refunding bonds; and (d) such further provisions as the Local
Finance Board in the Department of Community Affairs of the
State of New Jersey may require or approve as to deposit, securing,
regulation, investment, reinvestment, disposition or application of
the proceeds of such refunding bonds, and matters in connection

therewith, including the officer or officers of the school district to be
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responsible therefor, and amortization or other provision for premi-
ums or other losses incurred.

The refunding bond ordinance may contain provisions, which
shall be a part of the contract with the holders of the refunding
bonds, as to the establishment of, and the making of appropriations
for, reserves or sinking funds and the amount, source, securing,
regulation and disposition thereof. Any matter relating to refund-
ing bonds and not required to be contained in the refunding bond
ordinance may be performed or determined by subsequent resolu-
tion of the board of education, or the performance or determination
thereof delegated by resolution to a financial officer of the school
district.

5. A certified copy of any refunding bond ordinance shall be filed
with the Director of the Division of Liocal Finance in the Depart-
ment of Community Affairs before adoption, together with a com-
plete statement in form prescribed by the director and signed by
the chief financial officer of the school district as to the outstanding
bonds to be funded or refunded by issuance of the refunding bonds.
No refunding bond ordinance or any resolution performing, de-
termining or anthorizing matters or acts in connection with re-
funding bonds shall take effect until the consent of the local finance
board shall have been endorsed upon a certified copy thereof as
adopted. 7

Any certification or endorsement of consent made by the local -
finance board or by a majority of the members thereof or by the
secretary thereof pursuant to its direction as to any issue of re-
funding bonds shall, after the issumance of such refunding bonds
in reliance thereon, be couclusive as to its validity or regularity
and shall not be contested in any action or proceeding relating to
such refunding bonds instituted after the 1ssuance of such bonds.

6. The local finance board may examine into any estimates,
computations or calculations made in connection with any issue of
refunding bonds, may require the production of any papers,
documents, witnesses or information, may malke or cause to be made
any audit or investigation and may take any other action which it
may deem advisable in connection with any issue of refunding bonds.
All powers and duties of a funding commission pursuant to any
other law as heretofore excrcised and performed by such commis-
sion shall be vested in and exercised and performed by the local
finance board as if such board constituted such commission.

7. In considering any refunding bond ordinance presented to it

for its consent, the local finance board shall have regard to the
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probable capacity of the school district to pay at maturity the re-
funding bonds proposed to be issued, and all notes and bonds and
other indebtedness and liabilities of the school distriet then out-
standing, taking into consideration the assessed and true valuation
of taxable property in the school district, the equitable distribution
of the burden of interest and debt redemption charges in connection
with such refunding bonds, and the bonds and notes and other in-
debtedness and liabilities theretofore outstanding or which may
necessarily thereafter be incurred. If the local finance board shall
refuse to indorse its consent upon any such refunding bond ordi-
nance, it shall certify to the school district a statement of its rea-
sons for such refusal.

8. Refunding bonds may be issued in one or more series and
shall contain the word ‘‘refunding’’ in their title and shall recite
that they are issued pursuant to this chapter and shall bear such
date or dates, mature at such time or times not exceeding 40 years
from their date, bear interest at such rate or rates, payable at such
time or times, be in such denomination and in such form, either
coupon or registered, carry such registration privileges, be executed
in such manner consistent with the provisions of this Title for bonds
of such school district, be payable at such place or places, and be
subject to such terms of redemption, with or without premium,
as may be determined by the refunding bond ordinance or by
subsequent resolution or resolutions of the board of education.

9. Refunding bonds may be sold at public or private sale, or may
be exchanged for any outstanding bonds to be funded or refunded,
pursuant to resolution adopted by not less than 24 of the full mem-
bership of the board of education, at such price or prices, computed
according to standard tables of bond values, as will yield to the
purchasers or to the holders of the refunded bonds surrendered in
exchange, an income at a rate not to exceed 6% per annum to the
maturity dates of the refunding bonds sold or exchanged, on the
money paid or the principal amount of the refunded bonds or notes
surrendered therefor to the local wunit. Refunding bonds of
any authorized issue or of any authorized maturity may be sold
or exchanged as hereinabove provided from time to time and in
such blocks as may be deemed advisable. The officer of the school
district delivering any refunding bonds in exchange for out-
standing refunded bouds shall report in writing to the board of
education at the next meeting thereof as to the principal amounts,
maturities and numbers of the refunding bonds so delivered and

as to the refunded bonds received in exchange, which report shall
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be entered in the minutes of the board of education, and a copy of
such report shall be filed within 5 days thereafter with the director.

10. Moneys or investments in any sinking fund or reserve fund
of the school district established or held for any refunded bonds to
be paid, funded or refunded by issuance of refunding bonds shall,
unless the refunding bond ordinance provides otherwise, be applied
to the payment or retirement of any such refunded bonds. In the
event that there shall be in any such fund any bonds of the school
district other than those which are being paid, funded or refunded,
said bonds or notes shall be removed from such fund and canceled
but only to the extent that the moneys or investment remaining in
such fund shall be not less than the outstanding refunded bonds of
the school distriet not funded or refunded and for which such fund
was established or held, but any excess of such moneys or invest-
ment may be held for and applied to the payment of the principal
of and interest on the refunding bonds.

11. If the local finance board shall find that a special refunding
program is in the public interest and is based upon a sound finan-
cial plan for equalizing or reducing the debt service of a school
district, a refunding bond ordinance may authorize refunding bonds
for refunding some or all of any bonds of the school district which
will become due over a period of not exceeding 5 years. Such re-
funding bond ordinance shall provide for the sale annually during
such period, or at such other time or times as the iocal finance boaxrd
may approve, of blocks or series of refunding bonds to provide
funds to pay the bonds and interest to be reiunded and such ordi-
nance may also provide for the investment and application of the
proceeds of such retunding bonds, pending the maturity or maturi-
ties of the bonds to be relunded and for remnvestment or other
application of mmcome and realizations upon suci 1nvestments,

Such imvestment and reinvestment shall be restricted to (a) pur-
chiase and holding of unlimited bonds o1 notes or other obligations
(whether or not interest-bearing) issued or unconditionally guar-
anteed as to both principal and interest by the United States of
America and which mature or which the United States of America
is on demand obligated to pay, not later than the end of the respec-
tive calendar years of the maturities of the several bonds to be re-
funded, or (b) purchase and cancellation of any of the bonds to be
refunded in the manner or mode of procedure prescribed by the
Fiscaerffa.irs Law.

12. The power to authorize and issue refunding bonds pursuant
to this éhapter and the validity of such refunding bonds so issued
shall not be affected by or be dependent in any way upon the re-
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quirements of any other law or the validity or regularity of any
proceedings pursuant to or under which any retunded bonds were
authorized and issued, and shall be independent of the power to
make, do or undertake any school district purpose, improvement
or project and shall not be dependent upon or affected by the
validity or regularity of any school district purpose, improvement
or project or the authorization therefor, for the financing of which
such refunded bonds were issued or refunding bonds are to be
issued.
13. This act shall take effect immediately.

STATEMENT

Counties, municipalities and school districts have existing powers
to issue bonds subject to redemption prior to maturity with or
without premium. Counties and municipalities have power to issue
bonds for the purpose of retunding bonds subject to redemption
prior to maturity, but school districts do not. Legislative grant
of such power to school districts to isue bonds for refunding pur-
poses has long been recommended. Such legislation is vitally
needed at this time by reason of the high interest cost market
currently prevailing which will require issuance of high interest
cost bonds by Type 1L school districts subject to permitted re-
financing prior to maturity i future years during lower interest
cost bond miarkets so as to reduce debt service.

This bill clearly grauts such power to L'ype 1l school districts
and establishes procedures for i1ssuance of such refinancing bonds
without necessity ior vote oi the people and subject to the long
accepted sateguards for rennancing under the refunding law and
required action by the iocal finance board consistent with refinanc-
ing procedures estabilshed by the Liegislature more than 30 years
ago for refinancing county and municipal debts. I'his is in addition
to the required hoiding of a public hearing by the school district
after publication of its refunding bond ordinance and the adver-
fisement of its pubiic hearing thereon prior to adoption.

The bill also grants power to counties to refinance any high in-
terest cost bonds issued for a county vocational school purpose or
county college purpose, and to municipalities for financing bonds
issued for Type I school district purposes.

This bill, coupled with statutory interest rate relief, will permit
“‘educational’’ or ‘‘school purpose’’ financing to proceed safely
in high interest cost markets by enabling refinancing to be accom-
plished by the issuers of such bonds in lower interest cost markets

so as to reduce debt service,
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