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by the State Auditor or State Comptroller, at the discretion of the
Treasurer. In addition, the department shall prepare an annual
report for each fiscal year, and submit it by November 30th of each
year to the Governor and the Legislature, and the Joint Committee
on Housing Affordability, or its successor, and post the information
to its web site, of all activity of the fund, including details of the
grants and loans by number of units, number and income ranges of
recipients of grants or loans, location of the housing renovated or
constructed using monies from the fund, the number of units upon
which affordability controls were placed, and the length of those
controls. The report also shall include details pertaining to those
monies allocated from the fund for use by the State rental assistance
program pursuant to section 3 of P.L..2004, ¢.140 (C.52:27D-287.3)
and subsection g. of this section.

i. The commissioner may award or grant the amount of any
appropriation deposited in the "New Jersey Affordable Housing
Trust Fund" pursuant to section 41 of P.L.. .c. (C. ) (pending
before the Legislature as this bill) to municipalities pursuant to the
provisions of section 39 of P.L. .c. (C. ) (pending before the
Legislature as this bill).

(ctf: P.L.2008, c.46,s.17)

39. (New section) The provisions of this section shall apply
only to those developments for which a fee was imposed pursuant
to sections 32 through 38 of P.1..2008, c¢.46 (C.40:55D-8.1 through
C.40:55D-8.7), known as the "Statewide Non-residential
Development Fee Act.”

a. A developer of a property that received preliminary site plan
approval, pursuant to section 34 of P.L.1975, ¢.291 (C.40:55D-46),
or final approval, pursuant to section 38 of P.L..1975, c.291
(C.40:55D-50) prior to July 17, 2008 and that was subject to the
payment of a nonresidential development fee prior to the enactment
of PL. ,c. (C. ) (pending before the Legislature as this bill),
shall be entitled to a return of any moneys paid that represent the
difference between moneys committed prior to July 17, 2008 and
monies paid on or after that date.

b. A developer of a non-residential project that, prior to July 17,
2008, has been referred to a planning board by the State, a
governing body, or other public agency for review pursuant to
section 22 of P.L.1975, ¢.291 (C. 40:55D-31) and that was subject
to the payment of a nonresidential development fee prior to the
enactment of P.L. ,c. (C. ) (pending before the Legislature
as this bill), shall be entitled to a return of any moneys paid that
represent the difference between monies committee prior to July 17,
2008 and moneys paid on or after that date.

c. If moneys are required to be returned under subsection a., b.
or d. of this section, a claim shall be submitted, in writing, to the
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same entity to which the moneys were paid, within 120 days of the
effective date of P.L. , C. (C. ) (pending before the
Legislature as this bill). The entity to whom the funds were paid
shall promptly review all requests for returns, and the fees paid
shall be returned to the claimant within 30 days of receipt of the
claim for return.

d. A developer of a non-residential project that paid a fee
imposed pursuant to sections 32 through 38 of P.L.2008, c.46
(C.40:55D-8.1 through C.40:55D-8.7), subsequent to July 17, 2008
but prior to the effective date of P.L. , ¢. (pending before the
Legislature as this bill), shall be entitled to the return of those
monies paid, provided that the provisions of section 37 of P.L..2008,
c.46 (C.40:55D-8.6), as amended by P.L.. ,c. (pending before the
Legislature as this bill) do not permit the imposition of a fee upon
the developer of that non-residential property.

e. Notwithstanding the provisions of subsections a., b., c., and d.
of this section, if, on the effective date of P.L. ,c¢c. (C. )
(pending before the Legislature as this bill), a municipality that has
returned all or a portion of non-residential fees in accordance with
subsections a. or b. of this section shall be reimbursed from the
funds available through the appropriation made into the "New
Jersey Affordable Housing Trust Fund" pursuant to section 41 of
PL. ,c. (C. ) (pending before the Legislature as this bill)
within 30 days of the municipality providing written notice to the
Council on Affordable Housing.

40. (New section) The portion of the affordable housing
obligation of a municipality attributable to a particular non-
residential development shall be reduced or eliminated if:

a. the collection of fees under sections 32 through 38 of
P.L.2008, c.46 (C.40:55D-8.1 through C.40:55D-8.7) is effectively
suspended for a period of time pursuant to that law; and

b. the Council on Affordable Housing, in consultation with the
Department of Community Affairs, has made a determination
within two years of the effective date of P.L. ,c. (C. )
(pending before the Legislature as this bill), that there are
insufficient funds in the "New Jersey Affordable Housing Trust
Fund," or through other State or federal housing subsidies available
to a municipality to assist in the production of such housing units,
in the same amount as would have been collected if not for the
suspension thereof, pursuant to sections 32 through 38 of P.L.2008,
c.46 (C.40:55D-8.1 through C.40:55D-8.7) by the date of the
determination.

c. Nothing in P.L. , C. (C. ) (pending before the
Legislature as this bill) shall be construed to affect the municipal
obligation to provide a realistic opportunity for its projected fair
share of the regional housing need as determined by the Council on
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Affordable Housing in accordance with the provisions of the "Fair
Housing Act," P.L.1985, ¢.222 (C.52:27D-301 et al.).

41. (New section) a. Notwithstanding any law to the contrary,
there is appropriated $15 million to the "New Jersey Affordable
Housing Trust Fund," established pursuant to section 20 of
P.L.1985, ¢.222 (C.52:27D-320), to replace the suspended non-
residential development fee established under the provisions of the
"Statewide Non-Residential Development Fee Act," sections 32
through 38 of P.1..2008, c.46 (C.40:55D-8.1 through C.40:55D-8.7).

b. (1) Municipalities authorized by the provisions of the
"Statewide Non-Residential Development Fee Act," sections 32
through 38 of P.L.2008, c.46 (C.40:55D-8.1 through C.40:55D-8.7)
to directly receive and use development fees are permitted to
petition the commissioner for the award of a grant or loan of any
portion of the appropriation described in subsection a. of this
section. The commissioner shall award grants or loans from the
fund to municipalities that incorporated anticipated or existing
housing projects and programs funded by a municipal development
trust fund in a housing element submitted to the council pursuant to
section 7 of P.L..1985, ¢.222 (C.52:27D-307).

(2) The commissioner shall target the award of any grant or loan
to municipalities based on the extent that their housing plan relied
on housing projects or programs funded in part or in whole by
municipal development trust fund revenues.

42. (New section) a. A public research university or a State
college shall submit a long-range facilities plan on projects to be
developed to the New Jersey Commission on Higher Education for
its review and recommendations. The long range facilities plan
shall contain details of any public-private partnerships
contemplated or entered into by the public research university or
State college pursuant to section 43 of P.L. , C. (C. )
(pending before the Legislature as this bill), which shall include
details on the sources of dedicated funds that will be used for
repayment of loans. The long range facilities plan shall adhere to
the green building manual prepared by the Commissioner of
Community Affairs pursuant to section 1 of P.L.2007, c.132
(C.52:27D-130.6) when practicable. The long range facilities plan
shall be amended at least once every five years. The plan shall
detail the facilities needs of the institution and the institution’s
plans to address those needs for the ensuing five years.

b. In developing its response to the plan, the commission shall
consider the overall facilities needs of the institution, long-term
fiscal implications of the plan including the debt burden of the
institution, the relation of the facilities plan to the academic and
student service programs of the institution, and the extent and cost
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of any deferred maintenance of the institution. The commission
shall issue its response to the plan within one full semester of its
receipt.

c. An amendment to a long-range facilities plah may be
submitted at any time to the commission for its review and
recommendations.

43. (New section) a. A State college or county college may
enter into a contract with a private entity, subject to subsection f. of
this section, to be referred to as a public-private partnership
agreement, that permits the private entity to assume full financial
and administrative responsibility for the on-campus construction,
reconstruction, repair, alteration, improvement or extension of a
building, structure, or facility of the institution, provided that the
project is financed in whole by the private entity and that the State
or institution of higher education, as applicable, retains full
ownership of the land upon which the project is completed.

b. A private entity that assumes financial and administrative
responsibility for a project pursuant to subsection a. of this section
shall not be subject to the procurement and contracting
requirements of all statutes applicable to the institution of higher
education at which the project is completed, including, but not
limited to, the “State College Contracts Law,” P.L.1986, c.43
(C.18A:64-52 et seq.), and the “County College Contracts Law,”
P.L.1982, c.189 (C.18A:64A-25.1 et seq.).

¢. Each worker employed in the construction, rehabilitation, or
building maintenance services of facilities by a private entity that
has entered into a public-private partnership agreement with a State
or county college pursuant to subsection a. of this section shall be
paid not less than the prevailing wage rate for the worker’s craft or
trade as determined by the Commissioner of Labor and Workforce
Development pursuant to P.L.1963, ¢.150 (C.34:11-56.25 et seq.)
and P.L.2005,c.379 (C.34:11-56.58 et seq.).

d. (1) All construction projects under a public-private partnership
agreement entered into pursuant to this section shall contain a
project labor agreement. The project labor agreement shall be
subject to the provisions of P.L.2002, c.44 (C.52:38-1 et seq.), and
shall be in a manner that to the greatest extent possible enhances
employment opportunities for individuals residing in the county of
the project’s location. Further, the general contractor, construction
manager, design-build team, or subcontractor for a construction
project proposed in accordance with this paragraph shall be
registered pursuant to the provisions of P.L.1999, ¢.238 (C.34:11-
56.48 et seq.), and shall be classified by the Division of Property
Management and Construction to perform work on a public-private
partnership higher education project. All construction projects
proposed in accordance with this paragraph shall be submitted to
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the New Jersey Economic Development Authority for its review
and approval and, when practicable, are encouraged to adhere to the
Leadership in Energy and Environmental Design Green Building
Rating System as adopted by the United States Green Building
Council.

(2) Where no public fund has been established for the financing
of a public improvement, the chief financial officer of the public
owner shall require the private entity for whom the public
improvement is being made to post, or cause to be posted, a bond
guaranteeing prompt payment of moneys due to the contractor, his
or her subcontractors and to all persons furnishing labor or
materials to the contractor or his or her subcontractors in the
prosecution of the work on the public improvement.

e. A general contractor, construction manager, design-build
team, or subcontractor shall be registered pursuant to the provisions
of P.L.1999, ¢.238 (C.34:11-56.48 et seq.), and shall be classified
by the Division of Property Management and Construction to
perform work on a public-private partnership higher education
project.

f. (1) On or before the first day of the nineteenth month next
following enactment of P.. ,c. (pending before the Legislature
as this bill), all projects proposed in accordance with this section
shall be submitted to the New Jersey Economic Development
Authority for its review and approval. The projects are encouraged,
when practicable, to adhere to the green building manual prepared
by the Commissioner of Community Affairs pursuant to section 1 of
P.L.2007, c.132 (C.52:27D-130.6). Any application that is deemed
to be incomplete on the first day of the nineteenth month next
following enactment of P.L. ,c. (pending before the Legislature
as this bill) shall not be eligible for consideration.

(2) (a) In order for an application to be complete and considered
by the authority it shall include, but not limited to: (i) a public-
private partnership agreement between the State or county college
and the private developer; (ii) a full description of the project; (iii)
the estimated costs and financial documentation for the project; (iv)
a timetable for completion of the project extending no more than
five years after consideration and approval; and (v) any other
requirements that the authority deems appropriate or necessary.

(b) As part of the estimated costs and financial documentation
for the project the application shall contain a long-range
maintenance plan and shall specify the expenditures that qualify as
an appropriate investment in maintenance.  This long-range
maintenance plan shall be approved by the authority pursuant to
regulations promulgated by the authority that reflect nation building
maintenance standards and other appropriate building maintenance
benchmarks. All contracts to implement a long-range maintenance
plan pursuant to this paragraph shall contain a project labor
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agreement. The project labor agreement shall be subject to the
provisions of P.1..2002, c.44 (C.52:38-1 et seq.), and shall be in a
manner that to the greatest extent possible enhances employment
opportunities for individuals residing in the county of the project’s
location.

(3) The authority shall review all completed applications, request
additional information as is needed to make a complete assessment
of the project. No project shall be undertaken until final approval
has been granted by the authority; provided, however, that the
authority shall retain the right to revoke approval if it determines
that the project has deviated from the plan submitted pursuant to
paragraph (2) of this subsection.

(4) The authority may promulgate any rules and regulations
necessary to implement this subsection, including provisions for
fees to cover administrative costs.

Where no public fund has been established for the financing of a
public improvement, the chief financial officer of the public owner
shall require the private entity for whom the public improvement is
being made to post, or cause to be posted, a bond guaranteeing
prompt payment of moneys due to the contractor, his or her
subcontractors and to all persons furnishing labor or materials to the
contractor or his or her subcontractors in the prosecution of the
work on the public improvement.

44. Section 28 of P.L.1986, c.43 (C.18A:64-79) is amended to
read as follows:

28. A State college may only enter a contract exceeding 36
consecutive months for the:

a. Supplying of fuel and oil for heating and other purposes and
utilities for any term not exceeding in the aggregate five years; or

b. Plowing and removal of snow and ice for any term not
exceeding in the aggregate five years; or

c. Collection and disposal of garbage and refuse for any term
not exceeding in the aggregate five years; or

d. Purchase, lease or servicing of information technology for
any term of not more than five years; or

e. Insurance for any term of not more than five years; or

f. Leasing or service of automobiles, motor vehicles,
machinery and equipment of every nature and kind for any term not
exceeding in the aggregate five years; or

g. (Deleted by amendment, P.L.2005, c.369).

h. Providing of food supplies and services, including food
supplies and management contracts for student centers, dining
rooms, vending operations, and cafeterias, for a term not exceeding
[five] 30 years; or

i. Performance of work or services or the furnishing of
materials or supplies for the purpose of conserving energy in
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buildings owned by, or operations conducted by, the contracting
unit, the entire price of which is to be established as a percentage of
the resultant savings in energy costs, for a term not exceeding 10
years; provided that a contract is entered into only subject to and in
accordance with rules and regulations adopted and guidelines
promulgated by the Board of Public Utilities establishing a
methodology for computing energy cost savings; or

j- Any single project for the construction, reconstruction or
rehabilitation of a public building, structure or facility, or a public
works project, including the retention of the services of an architect,
engineer, construction manager, or other consultant in connection
with the project, for the length of time necessary for the completion
of the actual construction; or

k. The management and operation of bookstores, performing
arts centers, residence halls, parking facilities and building
operations for a term not exceeding [five] 30 years; or

l. The provision of banking, financial services, and e-
commerce services for a term not exceeding five years; or

m. The provision of services for maintenance and repair of
building systems, including, but not limited to, fire alarms, fire
suppression systems, security systems, and heating, ventilation, and
air conditioning systems for a term not exceeding five years; or

n. Purchase of alternative energy or the purchase or lease of
alternative energy services or equipment for conservation or cost
saving purposes for a term not exceeding [10] 30 years.

All multiyear leases and contracts entered into pursuant to this
section, except contracts and agreements for the provision of work
or the supplying of equipment to promote energy conservation and
authorized pursuant to subsection i. of this section, shall contain a
clause making them subject to the availability and appropriation
annually of sufficient funds to meet the extended obligation or
contain an annual cancellation clause.

(cf: P.L.2005, ¢.369, 5.16)

45.  Section 28 of P.L.1982, c.189 (C.18A:64A-25.28) is
amended to read as follows:

28. Duration of certain contracts. A county college may only
enter into a contract exceeding 24 consecutive months for the:

a. Supplying of:

(1) Fuel for heating purposes for any term not exceeding in the
aggregate three years; or

(2) Fuel or oil for use in automobiles, autobuses, motor vehicles
or equipment for any term not exceeding in the aggregate three
years; or

b. Plowing and removal of snow and ice for any term not
exceeding in the aggregate three years; or
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c. Collection and disposal of garbage and refuse for any term
not exceeding in the aggregate three years; or

d. Providing goods or services for the use, support or
maintenance of proprietary computer hardware, software
peripherals and system development for the hardware for any term
of not more than five years; or

e. Insurance, including the purchase of insurance coverages,
insurance consultant or administrative services, and including
participation in a joint self-insurance fund, risk management
programs or related services provided by a county college insurance
group, or participation in an insurance fund established by a county
pursuant to N.J.S.40A:10-6, for any term of not more than three
years; or

f.  Leasing or service of automobiles, motor vehicles, electronic
communications equipment, machinery and equipment of every
nature and kind for any term not exceeding in the aggregate five
years; or

g. Supplying of any product or rendering of any service by a
company providing voice, data, transmission or switching services,
for a term not exceeding five years; or

h. The providing of food supplies and services, including food
supplies and management contracts for student centers, dining
rooms and cafeterias, for a term not exceeding [three] 30 years; or

i. (Deleted by amendment, P.L..2009, c.4).

j.  Any single project for the construction, reconstruction or
rehabilitation of a public building, structure or facility, or a public
works project including the retention of the services of an architect
or engineer in connection with the project, for the length of time
necessary for the completion of the actual construction; or

k. The management and operation of bookstores for a term not
exceeding [five] 30 years; or

1. Custodial or janitorial services for any term not exceeding in
the aggregate three years; or

m. Child care services for a term not exceeding three years; or

n. Security services for a term not exceeding three years; or

0. Ground maintenance services for a term not exceeding three
years; or

p- Laundering, dry-cleaning or rental of uniforms for a term not
exceeding three years; or

q.- The performance of work or services or the furnishing of
materials and supplies for the purpose of producing class I
renewable energy, as that term is defined in section 3 of P.L..1999,
c.23 (C.48:3-51), at, or adjacent to, buildings owned by, or
operations conducted by, the contracting unit, the entire price of
which is to be established as a percentage of the resultant savings in
energy costs, for a term not to exceed [15] 30 years; provided,
however, that these contracts shall be entered into only subject to
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and in accordance with guidelines promulgated by the Board of
Public Utilities establishing a methodology for computing energy
cost savings and energy generation costs.

All multi-year leases and contracts entered into pursuant to this
section, except contracts and agreements for the provision of work
or the supplying of equipment to promote energy conservation
through the production of class I renewable energy and authorized
pursuant to subsection q. of this section, and except contracts for
insurance coverages, insurance consultant or administrative
services, participation or membership in a joint self-insurance fund,
risk management programs or related services of a county college
insurance group, and participation in an insurance fund established
by a county pursuant to N.J.S.40A:10-6 or a joint insurance fund
established pursuant to P.L.1983, ¢.372 (C.40A:10-36 et seq.), shall
contain a clause making them subject to the availability and
appropriation annually of sufficient funds to meet the extended

obligation or contain an annual cancellation clause.
(cf: P.1..2009, c.4, 5.5)

46. (New section) The New Jersey Commission on Higher
Education shall appoint and convene a network of academics and
researchers from New Jersey’s public and independent institutions
of higher education to propose and develop economic development
policies and programs for the higher education community.

47. (New section) Sections 47 through 49 of P.L. , C.
(C. ) (pending before the Legislature as this bill) shall be known
and may be cited as the "Higher Education Partnership Agreements
Act."

48. (New section) As used in sections 48 and 49 of P.L. ,c.
(C. ) (pending before the Legislature as this bill):

"Board" means the Local Finance Board established in the
Division of Local Government Services in the Department of
Community Affairs.

"Bonds" mean bonds, notes or other obligations issued to finance
or refinance higher education projects by a municipality, or on
behalf of a municipality by a county improvement authority created
pursuant to the "county improvement authorities law," P.1..1960,
c.183 (C.40:37A-44 et seq.).

"Higher education partnership agreement" means an agreement
between a municipality and an institution of higher education
providing for the issuance of bonds by the municipality, a county
improvement authority or a redevelopment entity, and the pledge of
payments by the institution of higher education to secure those
bonds to finance a higher education project, or part thereof.
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“Higher education project” means the establishment and
construction of higher education buildings and the expansion and
construction of additional facilities at, and the acquisition of
additional and upgraded equipment for existing higher education
buildings, including but not limited to the planning, erecting,
purchasing, improving, developing, constructing, reconstructing,
extending, rehabilitating, renovating, upgrading, demolishing and
equipping of facilities at institutions of higher education.

“Institution of higher education" means: Rutgers, The State
University; a State college or university established pursuant to
chapter 64 of Title 18A of the New Jersey Statutes; the New Jersey
Institute of Technology; the University of Medicine and Dentistry
of New Jersey; a county college and any other public university or
college now or hereafter established or authorized by State law; and
any college or university incorporated and located in New Jersey,
which by virtue of law or character or license is a nonprofit
educational institution authorized to grant academic degrees and
which provides a level of education which is equivalent to the
education provided by the State's public institutions of higher
education, as attested by the receipt of and continuation of regional
accreditation by the Middle States Association of Colleges and
Schools, and which is eligible to receive State aid under the
provisions of the Constitution of the United States and the
Constitution of the State of New Jersey, but does not include any
educational institution dedicated primarily to the education or
training of ministers, priests, rabbis or other professional persons in
the field of religion.

"Municipality” means the municipal governing body or an entity
acting on behalf of the municipality if permitted by the federal
Internal Revenue Code of 1986, or, if a redevelopment agency or
redevelopment entity is established in the municipality pursuant to
P.L.1992, ¢.79 (C.40A:12A-1 et seq.) and the municipality so
provides, the redevelopment agency or entity so established.

49. (New section) A municipality and an institution of higher
education may enter into a higher education partnership agreement
for the development of a higher education project. The board shall
promulgate rules and regulations, modeled after the procedures and
protections set forth in the “Redevelopment Area Bond Financing
Law,” sections 1 through 10 of P.L.2001, ¢.310 (C.40A:12A-64 et
seq.), within 120 days following the enactment of sections 47
through 49 of P.L. ,c. (C. ) (pending before the Legislature
as this bill) in order to effectuate the purposes of this section.

50. (New section.) a. Receipts from the sale or use of energy
and utility service to or by a postconsumer material manufacturing
facility for use or consumption directly and primarily in the
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production of tangible personal property, other than energy, shall be
exempt from the tax imposed under the “Sales and Use Tax Act,”
P.L.1966, ¢.30 (C.54:32B-1 et seq.), during the tax exemption
period.

b. Notwithstanding the provisions of subsection a. of this
section, a seller of energy and utility service shall charge and
collect from the purchaser that is a postconsumer material
manufacturing facility the tax at the rate then in effect, and the tax
shall be refunded to the purchaser by the filing, within 30 days of
the close of the calendar quarter in which the sale or use is made or
rendered, of a claim with the director for a refund of sales and use
taxes paid for energy and utility service, which refund shall be paid
within 60 days of the filing of a claim for refund. Proof of claim
for refund shall be made by the submission of auditable receipts and
such other documentation as the director may require.

c. If the owner of a postconsumer material manufacturing
facility relocates the facility to a location outside this State during
the tax exemption period, the owner of the facility shall pay the
director the amount of tax for which an exemption shall have been
allowed and refunded in accordance with subsection b. of this
section. The State Treasurer shall notify the director of the
relocation of a postconsumer material manufacturing facility to a
location outside this State, and the director shall issue a tax
assessment for the recapture of tax, equal to the amount of tax for
which an exemption shall have been allowed and refunded in
accordance with subsection b. of this section. The recapture of tax
shall be a State tax subject to the State Uniform Tax Procedure
Law, R.S.54:48-1 et seq., and shall be deposited in the General
Fund.

d. For purposes of this section,

“Postconsumer material manufacturing facility," means a facility
that:

(1) received service under an electric public utility rate schedule
that applied only to the owner of the facility on January 1, 2004;

(2) manufactures products made from "postconsumer material,"
as that term is defined in 40 C.F.R. s.247.3; provided however, that
not less than 75 percent of the facility's total annual sales dollar
volume of such products produced in this State meet the definition
of “postconsumer material”; ‘

(3) completed a "comprehensive energy audit," as that term is
defined pursuant to section 2 of P.1..1995, c.180 (C.48:2-21.25), not
more than 48 months before but not later than 90 days after the
effective date of P.L. , C. (C. ) (pending before the
Legislature as this bill); and

(4) employed, individually or collectively with an affiliated
facility, not less than 150 employees in this State on April 1, 2009.
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“Tax exemption period” means the period on or after January 1,
2010 but before January 1, 2017.

51. Section 67 of P.L.1997, ¢.162 (C.48:2-21.34) is amended to
read as follows:

67. a. As used in this section:

"Base rates" means the rates, including minimum bills, charged
for utility commodities or service subject to the board's jurisdiction,
other than the rates charged under a utility's levelized energy
adjustment clause, hereinafter "LEAC," or levelized gas adjustment
clause, hereinafter "LGAC," or equivalent rate provision;

"Base year" means the calendar year 1996;

"Board" means the Board of Public Utilities;

"Manufacturing facility” means a facility:

(1) with respect to which the owner of the facility shall have
entered into an off-tariff rate agreement with an electric public
utility, pursuant to the provisions of P.L.1995, ¢.180 (C.48:2-21.24
et seq.);

(2) that manufactures products made from using "postconsumer
material," as that term is defined in section 247.3 of title 40, Code
of Federal Regulations, and other recovered material feedstocks that
meet the requirements of the Comprehensive Procurement
Guideline For Products Containing Recovered Materials as
promulgated by the United States Environmental Protection Agency
in section 247.1 et seq. of title 40, Code of Federal Regulations,
pursuant to the "Resource Conservation and Recovery Act,"
Pub.L.94-580 (42 U.S.C. 5.6901 et seq.) and Executive Order No.
13101, issued by the President of the United States on September
14, 1998, provided that at least 75 percent of the manufacturing
facility's total annual sales dollar volume of such products that are
produced in New Jersey meet the recycled content standards within
such guidelines;

(3) for which a "comprehensive energy audit," as that term is
defined in section 2 of P.L.1995, c.180 (C.48:2-21.25), shall have
been undertaken within 90 days after the effective date of P.L.2007,
€.94 (C.48:2-21.36 et al.), which audit shall have evaluated cost-
effective energy efficiency and conservation measures as part of the
efforts to reduce energy costs;

(4) that has been in operation in this State for at least 25 years as
of the effective date of P.L.2007, ¢.94 (C.48:2-21.36 et al.); and

(5) at which at least 800 employees are employed on the first
business or work day after the expiration of such off-tariff rate
agreement [.];

“Postconsumer material manufacturing facility” means a facility
that:

(1) received service under an electric public utility rate schedule

that applied only to the owner of the facility on January 1, 2004;
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(2) manufactures products made from "postconsumer material,"
as that term is defined in 40 C.F.R. 5.247.3: provided however, that
not less than 75 percent of the facility's total annual sales dollar
volume of such products produced in this State meet the definition
of “postconsumer material”;

(3) completed a "comprehensive energy audit," as that term is
defined pursuant to section 2 of P.1..1995. ¢.180 (C.48:2-21.25), not
more than 48 months before but not later than 90 days after the
effective date of P.L. .c. (C ) (pending before the
Legislature as this bill); and

(4) employed, individually or collectively with affiliated
facilities, not less than 150 employees in this State on April 1,
2009;

"Sales and use tax" means the sales and use tax liability

computed on sales and use of energy and utility service as defined
in section 2 of P.L.1966, ¢.30 (C.54:32B-2);

"Utility" means a public utility subject to regulation by the board
pursuant to Title 48 of the Revised Statutes; and

"Utility service" means the supply, transmission, distribution or
transportation of electricity, natural gas or telecommunications
services or any combination of such commodities, processes or
services.

b. No later than 60 days after the date this act is enacted, each
electric, gas and telecommunications utility subject to the
provisions of this act shall file with the board, and shall
simultaneously provide copies to the Director of the Division of the
Ratepayer Advocate, revised tariffs and such other supporting
schedules, narrative and documentation required by this act, as set
forth in this section, to reflect in the utility's rates the changes in tax
liability effected pursuant to this act. No later than 90 days after the
date of the utility's filing, and after determining that the filing and
the rate changes provided for therein are in compliance with the
provisions of this act, the board shall approve the utility's filing and
associated rates for billing to the wtility's customers, effective for
utility service rendered on and after January 1, 1998. If the board
determines that the utility's filing and the associated rate changes
provided for therein are not in compliance with the provisions of
this act, the board shall require the utility to amend or otherwise
modify its filing to render it in compliance. The board may also
permit the rates provided for in the utility's filing to be implemented
on an interim basis pending the board's final determination in the
event the board, in its discretion, determines that due to the filing's
complexity, or for other valid reasons, including but not limited to
the enactment of this act after June 30, 1997, additional time is
needed for the board to complete its review of the filing. If the
rates approved by the board upon its final determination are less
than the rates implemented on an interim basis, the difference shall
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be refunded to the utility's customers with interest computed in
accordance with N.J.A.C.14:3-7.5(c). The rate adjustments
implemented pursuant to this act shall not constitute a fixing of
rates pursuant to R.S.48:2-21 and shall not be subject to the hearing
requirements set forth in that section.

c. As of the effective date of the rate changes implemented
pursuant to this act, and except for rates applicable to sales that
were or are currently exempt from the unit-based energy taxes
formerly imposed pursuant to P.L.1940, c.5 (C.54:30A-49 et seq.)
and rates applicable to sales to which section 59 of P.L..1997, c.162
(C.48:2-21.31) applies, the board shall remove from the base rates
of each electric public utility and gas public utility the unit tax rates
included therein for the recovery of those unit-based energy taxes,
and include therein provision for the recovery of corporation
business tax imposed pursuant to P.L.1945, ¢.162 (C.54:10A-1 et
seq.), and additionally shall authorize the collection of the sales and
use tax imposed pursuant to P.1..1966, ¢.30 (C.54:32B-1 et seq.), as
follows:

(1) The base rates of each gas and electric utility shall be
reduced by the amount of the unit-based energy taxes per
kilowatthour or per therm included therein.

(2) The provision for corporation business tax initially included
in the base rates of each gas and electric utility shall be based on the
utility's after-tax net income earned in the base year as booked,
unless the board determines, in its discretion, that such income as
booked is unusually high or low or otherwise unrepresentative of
the utility's prospective net income, in which case the utility's base
year net income shall be adjusted as determined by the board.

To permit the board to make this determination, in addition to
including in its filing schedules showing its net income earned in
the base year as booked, the utility shall include adjustments to such
booked income to eliminate the effect of revenues, expenses and
extraordinary or other charges that are non-recurring, atypical, or
both, including, but not limited to an adjustment to eliminate the
effect of unusually hot or cold weather, and that would otherwise
make the utility's base year net income unusually high or low or
otherwise unrepresentative of the utility's prospective net income.
If the adjustment is being made to eliminate the effect of unusually
hot or cold weather, associated revenue and expense adjustments
shall also be made. Subject to the board's approval, such adjusted
income shall be the basis for the calculation of the initial provision
for corporation business tax to be included in the utility's base rates.

The utility shall also include a calculation of its rate of return on
common equity achieved in the base year, both as booked and as
adjusted in accordance with the foregoing. The calculation shall be
made employing the methodology set forth in N.J.A.C.14:12-
4.2(b)1, and shall separately show the effect of reflecting
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adjustments to the calculation, if any, that may have been employed
historically in establishing the utility's rate of return on common
equity allowed for ratemaking purposes. The utility's filing shall
also include copies of its audited financial statements for the base
year and associated quarterly and other reports filed with the
Securities and Exchange Commission.

To reflect the provision for corporation business tax in base
rates, the demand charges, or charges per kilowatt, decatherm or
million cubic feet; the energy charges, or charges per kilowatthour
or per therm; and the customer charges, or charges other than
demand and energy charges, set forth in each base rate schedule,
and the floor price employed in parity rate schedules, included in
the utility's tariff filed with and approved by the board shall be
increased by amounts determined by multiplying such charges by
the adjustment factor, "A e, g" derived below:

Aeg= ((Te, g) x (Rs/(1-Re))

where:

"A e, g" means the adjustment factor applicable to electric base
rates (e), gas base rates (g), or both, other than rates applicable to
sales that were exempt from unit-based energy taxes formerly
imposed pursuant to P.L.1940, c.5 (C.54:30A-49 et seq.) or to
which section 59 of P.1..1997, c.162 (C.48:2-21.31) applies;

"I e, g" means the utility's base year after-tax net income from
electric or gas sales, or both, and transportation service subject to
the board's jurisdiction and other operating revenue if such revenue
is reflected in the utility's cost of service for ratemaking purposes,
adjusted as approved by the board;

"Br e, g" means the utility's base year revenue from base rates
applicable to electric or gas sales, or both, and transportation
service subject to the board's jurisdiction, but excluding sales that
were exempt from unit-based energy taxes formerly imposed
pursuant to P.L.1940, ¢.5 (C.54:30A-49 et seq.) or to which section
59 of P.L.1997, c.162 (C.48:2-21.31) applies;

"Rs" means the corporation business tax rate, expressed as a
decimal;

"Rf" means the applicable federal corporation income tax rate
expressed as a decimal; and

"Re" equals Rs + Rf(1-Rs).

The utility shall account for the changes in tax liability provided
for by this act effective January 1, 1998. Such accounting shall
include the recording on the utility's income statement and balance
sheet of deferred corporation business tax defined, for book
accounting purposes, as differences in corporation business tax
expense arising from timing differences in the recognition of
revenue and expenses for book and tax purposes.
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(3) When billed to the utility's customers, the adjusted base rate
charges determined pursuant to paragraphs (1), (2), and (4) of this
subsection, and the charges determined pursuant to the utility's
levelized energy adjustment clause, levelized gas adjustment clause,
or both, as determined both upon the effective date of the rate
changes authorized by this act and as revised prospectively in
accordance with the utility's tariff filed with and approved by the
board, and the transitional energy facility assessment unit rate
surcharges, hereinafter, "TEFA unit rate surcharges," determined in
accordance with subsection d. of this section, shall be increased by
an amount determined by multiplying such charges by the sales and
use tax rate imposed under P.1..1966, c.30 (C.54:32B-1 et seq.). In
addition to the utility's rates for service included in its tariff, for
informational purposes the tariff shall include such rates afier
application of the sales and use tax authorized by this section.

(4) The utility's filing with the board to implement the rate
changes provided for by this act shall include an analysis,
description, and quantification of the effect of the changes in rates
and tax payments implemented pursuant to this act on the utility's
requirement for cash working capital, and if such requirement is
less than the cash working capital allowed for the collection and
payment of unit-based energy taxes formerly imposed pursuant to
P.L.1940, c.5 (C.54:30A-49 et seq.) in determining the utility's base
rates in effect prior to the rate changes implemented pursuant to this
act, and to the extent the working capital reduction is not offset by a
reduction in net deferred taxes as provided for below, such base
rates shall be reduced by the reduction in the utility's revenue
requirement associated with the remaining reduction in the working
capital requirement not so offset, if any. The reduction in working
capital shall be determined by using the same methodology
employed in establishing the working capital allowance related to
unit-based energy taxes reflected in the utility's base rates in effect
prior to the rate changes implemented pursuant to this act. The
reduction in the utility's revenue requirement associated with the
reduced working capital requirement shall be calculated using the
utility's last overall rate of return allowed by the board, including
provision for federal income taxes and the corporation business tax
implemented pursuant to this act payable on the equity portion of
the return, and shall be implemented on the effective date of the rate
changes provided for, and in the manner set forth in paragraph (2)
of this subsection.

If the utility's requirement for cash working capital is increased
as a result of the changes in rates and tax payments implemented
pursuant to this act, the utility may accrue carrying costs, calculated
at its last overall rate of return allowed by the board and applied on
a simple annual interest basis without compounding, on the
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increased working capital requirement and request recovery of such
carrying costs in a rate proceeding before the board.

The working capital-related base rate changes and carrying cost
accruals shall be subject to the board's approval, and shall not be
included in the determination of the TEFA unit tax surcharges
provided for in subsection d. of this section.

The utility's filing with the board to implement the rate changes
provided for by this act shall also include an analysis, description
and quantification of net deferred taxes. For the purposes of this
section, "net deferred taxes" means deferred corporation business
taxes, net of federal deferred income taxes, associated with the tax
and rate changes implemented pursuant to this act, including
deferred corporation business tax recorded in accordance with
section 4 of P.L.1945, ¢.162 (C.54:10A-4), projected for the
calendar year in which this act takes effect and for each year of the
tax life of the asset giving rise to the deferred corporation business
taxes pursuant to section 4 of P.L..1945, c.162 (C.54:10A-4).

If the change in such net deferred taxes projected for the calendar
year in which the rate changes implemented pursuant to this act take
effect is negative and if the utility's requirement for working capital
is reduced as a result of the changes in rates and tax payments
implemented pursuant to this act, the working capital-related rate
reduction that otherwise would have been implemented pursuant to
this subsection shall be treated as set forth in subparagraph (a) or
(b) of this paragraph. For the purposes of this act, a change in net
deferred taxes is considered negative when it reduces an existing
deferred tax liability or creates a deferred tax asset on the utility's
balance sheet. An appropriate rate adjustment for the working
capital impacts of this act, reflecting all relevant facts and
circumstances at the time of the adjustment, shall be made in the
year when the earlier of the following events occur:

(a) The year in which the reduction in carrying costs assumed
for the rate reduction for working capital that would have been
made but for this paragraph is no longer required to offset, on a
present value basis, the annual carrying costs calculated on the
accumulated balance of negative net deferred taxes projected to be
recorded by the utility, its successors and assigns, over the tax life
of the single asset account giving rise to such net deferred taxes
pursuant to section 4 of P.L.1945, c.162 (C.54:10A-4). For the
purposes of this subparagraph (a):

(i) Carrying costs and present values are to be computed using
the weighted average after-tax rate of return approved by the board
in the utility's last base rate proceeding.

(i1) The accumulated balance of such negative net deferred taxes
shall include net deferred taxes associated with all assets and
liabilities originally placed in service by the utility and held by the
utility or a company affiliated with the utility regardless of whether
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or not such assets continue to be subject to regulation by the New
Jersey Board of Public Utilities.

(b) The year in which both an appropriate working capital
adjustment and the accumulated balance of negative deferred taxes,
as described in (ii) of subparagraph (a) of this paragraph (4), are
reflected in the utility's rate base in a rate proceeding before the
board. It is the intent of this section to fully compensate utilities on
a present value basis, for the carrying costs associated with negative
net deferred taxes arising as a result of this act, and to remit to
ratepayers any credit due them as a result of any overcompensation
as may have occurred due to the treatment of working capital and
deferred taxes as set forth herein or in subparagraph (a) of this
paragraph (4). At the time the above base rate adjustment is made,
an analysis shall be made to determine if such carrying costs have
been or will be fully recovered pursuant to the intent of this
provision and any additional credit or charge to ratepayers to adjust
for ratepayer overpayments or underpayments, if any shall be
addressed.

If the change in net deferred taxes is positive, the increase shall
be added to, or increase, the reduction in the utility's requirement
for working capital if the requirement is reduced as a result of the
rate and tax payment changes implemented pursuant to this act, or
subtracted from the working capital requirement if it is increased,
and the resultant net working capital requirement shall be reflected
in rates or accrue carrying costs in the same manner as prescribed
for changes in the utility's requirement for working capital above.

The deferred tax-related rate changes or carrying cost accruals
shall be subject to the board's approval and shall not be included in
the determination of the TEFA unit rate surcharges provided for in
subsection d. of this section.

d. (1) Electric and gas utilities shall file, for the board's review
and approval, initial TEFA unit rate surcharges determined by
deducting from each unit-based energy tax unit tax rate effective
January 1, 1997 the following:

(a) An amount per kilowatthour or per therm determined by
multiplying the total revenue received in the base year from sales to
which that unit tax rate would have been applicable by the factor
Ru/(1 + Ru), where Ru is the sales and use tax rate imposed under
P.1..1966, ¢.30 (C.54:32B-1 et seq.) expressed as a decimal, and
dividing the result by the kilowatthours or therms billed in that unit
tax rate class in the base year; and

(b) An amount per kilowatthour or per therm determined by
dividing the revenue that would have been received in the base year
from the inclusion, in the manner prescribed in paragraph (2) of
subsection c. of this section, of the corporation business tax in the
rates applicable to sales billed in that unit tax rate class by the
kilowatthours or therms billed in that rate class. In each case, the
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determination shall reflect the effect of adjustments that affect the
level of sales and revenue, if any, as provided in subsection c. of
this section. Of the resultant rate per kilowatthour or per therm, the
portion for recovery of the utility's transitional energy facilities
assessment liability shall be determined by multiplying such rate by
the factor (1 - Rs), where Rs is the corporation business tax rate
expressed as a decimal.

The TEFA unit rate surcharges shall constitute non-bypassable
wires and/or mains charges of the utility, and shall be applied to all
sales within the customer classes to which they apply, regardless of
whether such customers are purchasing bundled or unbundled
services from the utility, but shall not be applied to sales:

(i) that were or are currently exempt from unit-based energy
taxes formerly imposed pursuant to P.L.1940, c¢.5 (C.54:30A-49 et
seq.) or to which section 59 of P.L.1997, c.162 (C.48:2-21.31)
applies, [and]

(i) for a period of seven years commencing on the first day after
the expiration of an off-tariff rate agreement, entered into or
negotiated pursuant to the provisions of P.1..1995, c.180 (C.48:2-
21.24 et seq.), to a manufacturing facility for use or consumption
directly and primarily in the production of tangible personal
property, other than energy[.] , and

(iii) for a period of seven years beginning on January 1, 2010, to
a_postconsumer material manufacturing facility for use or
consumption directly and primarily in the production of tangible
personal property, other than energy.

Notwithstanding the provisions of the exemption provided in
[this] sub-subparagraph (ii) and sub-subparagraph (iii) of
subparagraph (b) of paragraph (1) of subsection d. of this section,
the TEFA unit rate surcharge shall be applied to the sales to the
owner of the manufacturing facility or the postconsumer material
manufacturing facility and the owner shall be refunded an amount
equal to the TEFA unit rate surcharge paid by the filing, within 30
days following the close of a calendar quarter in which the
exemption applies, of a claim with the [New Jersey] Director of the
Division of Taxation in the Department of the Treasury for a refund
of the TEFA unit rate surcharge paid, which refund shall be paid
within [30] 60 days of the refund claim being filed. Proof of claim
for refund shall be made by the submission of such records and

other documentation as the [Director of the Division of Taxation]
director may require. If the owner of the manufacturing facility or
the postconsumer material manufacturing facility at any time during
the exemption period provided in sub-subparagraph (ii) or sub-
subparagraph (iii) of subparagraph (b) of paragraph (1) of
subsection d. of this section relocates the manufacturing facility to a
location outside of this State, the owner shall pay to the [Director

of the Division of Taxation] director the amount of TEFA unit rate
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surcharge for which an exemption shall have been allowed and
refund obtained under this section. The State Treasurer shall notify
the director of the relocation of a manufacturing facility or a
postconsumer material manufacturing facility to a location outside
of this State, and the director shall issue a tax assessment for the
recapture of tax, equal to the amount of TEFA unit rate surcharge

for which an exemption shall have been allowed and refund
obtained under this section. The recapture of tax shall be a State
tax subject to the State Uniform Tax Procedure Law, R.S.54:48-1 et
seq., and shall be deposited in the General Fund.

If, following the effective date of this act, a customer taking
bundled service from the utility shall elect to obtain its
requirements from another supplier and take transportation or
wheeling service from the utility, the TEFA unit rate surcharge
applicable to the bundled service shall continue to apply to the
transportation or wheeling service. The TEFA components of the
unit rate surcharges determined pursuant to this subsection (the
components of the surcharges remaining after deducting the
provision for corporation business tax included therein) shall be
used to determine the transitional energy facility assessment
liability pursuant to sections 36 through 49 of P.L.1997, c.162
(C.54:30A-100 through C.54:30A-113).

(2) Unless reduced pursuant to paragraphs (3) and (4) of this
subsection, the initial TEFA unit rate surcharges are to be reduced
annually on January 1, 1999 through January 1, 2001 by the
following percentages:

January 1, 1999, 20%
January 1, 2000, 40%
January 1, 2001, 60%

(3) For each year beginning with calendar year 1998 and ending
with calendar year 2001, the TEFA surcharge adjustment shall be
determined as the difference between:

(a) The sum of the estimated, or actual when known, (i) TEFA
liabilities, as defined in section 43 of P.L.1997, ¢.162 (C.54:30A-
107), and sales and use taxes collected and corporation business
taxes booked for the year 1998 by the gas and electric utilities and
other entities subject to the TEFA provisions of this act (the year
1998 liability), and (ii) the TEFA liabilities of those utilities and
entities in all years following the year 1998 through the year in
which a determination is being made pursuant to this subsection
(the determination year); and

(b) The sum of (i) the total of each remitter's base year liability,
as defined in section 37 of P.L.1997, c.162 (C.54:30A-101), and (ii)
the cumulative TEFA obligation, defined as the sum through the
determination year of the amounts calculated by multiplying, for the
applicable year, the percentage in the second column of the
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following table:
Determination Year % of
Year 1998
TEFA
1999 80%
2000 60%

by the Year 1998 TEFA,

where the Year 1998 TEFA is calculated as the total of each
remitter's base year liability less the sales and use taxes collected
and the corporation business taxes booked for the privilege period
ending in calendar year 1998 by the gas and electric utilities and
other entities subject to the TEFA provisions of this act. For
purposes of this subsection, the amounts assumed for the
determination year, including the year 1998 liability when first
determined for the purposes of this subsection, shall be estimates
based on nine months of actual data through and including the
month of September, and three months of data forecast for the
months of October through December.

(4) If the TEFA surcharge adjustment determined for the
determination year is positive (that is, if the amount determined
pursuant to subparagraph (a) of paragraph (3) of this subsection is
greater than the amount determined pursuant to subparagraph (b) of
paragraph (3) of this subsection), no reduction shall be made in the
reduction in the TEFA unit rate surcharges provided for in
paragraph (2) of this subsection for the year following the
determination year. If the TEFA surcharge adjustment is negative,
the reduction in the TEFA unit rate surcharges that otherwise would
have been implemented on January 1 of the year following the
determination year pursuant to paragraph (2) of this subsection shall
be reduced by an amount (by percentage points) equal to the
percentage the TEFA surcharge adjustment is of the total of the
base year transitional energy facility assessment of all remitters, as
defined in section 37 of P.L.1997, c.162 (C.54:30A-101), provided
however, that such reduction in the reduction in the TEFA unit rate
surcharges shall not exceed the percentage shown in paragraph (2)
of this subsection for that year; and provided further that in the first
two years, that such reduction shall not exceed 10 percentage points
for each year.

(5) (a) The TEFA unit rate surcharges for calendar years 2002
through 2011 shall be the same as the TEFA unit rate surcharges in
effect for calendar year 2001.

(b) The TEFA unit rate surcharges in effect for calendar year
2011 shall be reduced on January 1, 2012 and January 1, 2013 by
the following percentages:

January 1, 2012 25%
January 1, 2013 50%
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e. The utility's filing with the board to implement the rate
changes provided for by this act shall include proof of revenue
schedules that show for each rate schedule included in the utility's
tariff, aggregated by unit-based energy tax unit tax classes, the
number of customers billed under the rate schedule, the billing
determinants of such customers (i.e. the kilowatts of billing demand
and kilowatthours of electric energy consumed, and the million
cubic feet/decatherm subject to gas capacity-related charges and
decatherm of gas consumed) and the associated revenue, both as
booked in the base year and on a pro forma basis reflecting the rate
changes implemented pursuant to this act. The proof of revenue
shall additionally show the amount of unit-based energy taxes
included in the base year revenue as booked, the unit-based energy
taxes that would have been collected at the unit-based energy tax
unit tax rates effective January 1, 1997, if ‘different, as well as the
corporation business tax, sales and use tax and transitional energy
facility assessment revenue that would have been collected or
received on a pro forma basis if the rates implemented pursuant to
this act had been in effect in the base year.

f. The board may, in its discretion, permit the rate changes
provided for in this act to be implemented as part of a pending base
rate case or other proceeding in which the utility's rates are to be
changed, provided that the effective date of the changes is not
delayed beyond the date on which the changes would have been
implemented under subsection c. of this section. The board may
also, pursuant to its powers provided by law, permit or require
further modifications in the implementation of this section to
address unforeseen consequences arising out of the implementation
of this act.

g. Customers of the utility who are exempt from the sales and
use tax imposed on sales of gas and/or electricity or as a result of
rate changes occurring prior to the effective date of this act or for
other valid reasons are due a refund of sales or use tax inadvertently
imposed on such customers as a result of implementing the rate
changes provided for by this act shall file with the State Treasurer
to obtain such refunds. The State Treasurer shall promptly notify
the utility of customers granted refunds under this provision in
order to prevent additional collections of the sales and use tax from
such customers.

h. Public utilities providing telecommunications service
regulated by the board shall file for the board's review and approval
revised tariffs that eliminate from the rates applicable to such
service the excise tax liability included therein pursuant to
P.1..1940, c.4 (C.54:30A-16 et seq.), and shall include therein the
corporation business tax calculated using the methodology used in
calculating the adjustment factor set forth in paragraph (2) of
subsection c. of this section. Subsection d. of this section shall not
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apply to telecommunication utilities, and telecommunication
utilities subject to a plan of regulation other than rate base/rate of
return shall additionally not be required to file the rate of return
information required by paragraph (2) of subsection c¢. Such
utilities shall, however, include a narrative and/or other
documentation as required by the board to support the
reasonableness of the after-tax income, which may be adjusted to
eliminate the effect of non-recurring or other atypical events, on
which the corporate business tax inclusion in rates is based.
Telecommunications utilities shall comply with all other applicable
provisions of this section.

i. (1) The board shall not adjust the rates of a public utility, as
provided in subsections c. and d. of this section, for a purchase by a
cogenerator of natural gas and the transportation of that gas, that is
exempt from sales and use tax pursuant to paragraph (2) of
subsection b. of section 26 of P.L.1997, c.162 (C.54:32B-8.46).
The board shall not allocate, in any future rate case, any sales and
use tax, corporation business tax, or transitional energy facility
assessment to rates for this purpose.

(2) The board shall adjust the rates, as provided in subsection c.
of this section, for a purchase by a cogenerator of any quantity of
natural gas and the transportation of that gas that is not exempt from
sales and use tax pursuant to paragraph (2) of subsection b. of
section 26 of P.L.1997, ¢.162 (C.54:32B-8.46).

(3) For the purposes of this section, "cogenerator" means a
person or business entity that owns or operates a cogeneration
facility in the State of New Jersey, which facility is a plant,
installation or other structure whose primary purpose is the
sequential production of electricity and steam or other forms of
useful energy which are used for industrial, commercial, heating or
cooling purposes, and which is designated by the Federal Energy
Regulatory Commission, or its successor, as a "qualifying facility"
pursuant to the provisions of the "Public Utility Regulatory Policies
Act of 1978," Pub.L.95-617.

(cf: P.L.2008, c.32, s.1)

52. This act shall take effect immediately; however, sections 9
and 11 shall remain inoperative until the first day of the third month
next following enactment unless the Local Finance Board
determines an earlier operative date.
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next following enactment unless the Local Finance Board
determines an earlier operative date.

SPOrNSOR'S STATEMENT

This bill, entitled the “New Jersey Economic Stimulus Act of
2009,” attempts to reinvigorate New Jersey’s economy through (1)
an Economic Redevelopment and Growth Grant program, (2)
authorization for certain municipalities to impose special taxes and
surcharges to fund redevelopment activities and certain programs,
(3) expansion of eligibility and tax credit limits under the "Urban
Transit Hub Tax Credit Act,” (4) relief to certain developers
otherwise subject to the “Statewide Non-Residential Fee Act,” (4)
grants to municipalities for affordable housing, and (5) changes to
improve the financing and fiscal management of higher education in
New Jersey.

Economic Redevelopment and Growth Grant program:
Sections 3 through 12 of the bill authorize State and local
incentive grants to developers in "qualifying economic

redevelopment and growth grant incentive areas" to fill in their
project financing gap. The incentive areas include the Metropolitan
and Suburban planning areas and centers designated under the State
Development and Redevelopment Plan, and transit villages.
Projects in transit villages would not be eligible for State incentive
grants, but would be eligible for municipal (local) incentive grants.
The incentive grants are intended to help fill-in project financing
gaps. Those gaps represent a part of the total redevelopment project
cost for which the developer cannot find other financing. A
developer seeking an incentive grant is required to contribute its
own capital for at least 20 percent of the project total cost. The
developer must also certify that additional capital, after accounting
for all loans and investor capital, cannot be raised from other
sources.

The sources for the incentive grants are project revenues. In the
case of a State incentive grant, the New Jersey Economic
Development Authority (EDA), in consultation with the State
Treasurer, and the developer would enter into a redevelopment
incentive grant agreement. Under that agreement, up to 75 percent
of the incremental increase, compared to a base year, in State
revenues that are directly realized from businesses operating on the
redevelopment project premises from various taxes are pledged
towards the State incentive grant.

In the case of a redevelopment incentive grant agreement
between a municipality and a developer, the municipality may
pledge eligible revenues to fund the incentive grant. Municipalities
may pledge their incremental revenue increases from payments in
lieu of taxes under the long or short term tax exemption laws, lease
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payments made to the municipality by the developer or its
successors, and property taxes. In addition, a municipality that is
currently authorized to impose payroll taxes, parking taxes,
admissions and sales taxes from the operation of a public facility, or
in which is located an urban enterprise zone may pledge the
incremental revenues collected from those sources to fund the local
incentive grant. Any increase in the property tax increment that is
not pledged toward a redevelopment incentive grant agreement is
required to be allocated proportionately to the county and to the
taxing districts that are part of the property’s total tax rate. A
municipality is authorized to establish a municipal public utility, for
accounting purposes, to receive the incremental revenues to be paid
to a developer that has been awarded a local incentive grant.

A State and local redevelopment incentive grant agreement can
extend for up to 20 years, however the combined amount of the
reimbursements cannot exceed 20 percent of the total cost of the
project. Under the Economic Redevelopment and Growth Grant
program there must be a determination that the incremental
revenues to be realized from a redevelopment project will exceed
the amount needed to reimburse the developer for its project
financing gap. The EDA and other State agencies are authorized to
provide credit enhancement assistance to a developer, and many of
the existing EDA powers are made applicable to the purposes of the
Economic Redevelopment and Growth Grant program. The grant
recipients would pay for the administrative costs of the program
through their grant awards.

Section 17 amends N.J.S.A.52:27D-479 to clarify that the
aggregate amount of the ratable increments in a revenue allocation
district are excluded when calculating the net valuation on which
both school and county taxes are apportioned. Currently, the statute
only mentions school district taxes.

Section 18 states that following enactment of this bill, new
revenue allocation districts will no longer be created, but instead,
the Economic Redevelopment and Growth Grant program will be
utilized.

Special taxes and surcharges:

Section 20 of the bill authorizes municipalities with a population
over 100,000, hosting a commercial airport with over 10 regularly
scheduled commercial flights a day, to impose up to a five percent
tax on the rental fee of motor vehicles to fund eligible purposes,
which mainly consist of redevelopment plan activities. Under
section 24 of the bill, a municipality may assign all or a portion of
the proceeds of those taxes to bonds issued in the same manner as
bonds issued under the “Local Redevelopment and Housing Law,”
to finance eligible purposes.

Section 28 of the bill also allows cities of the 2nd class, where a
major place of amusement is located, to impose a surcharge of an
amount up to $2 on each admission charge that is subject to the
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New Jersey sales tax and a $2 surcharge on parking for that place of
amusement. These revenues are required to be appropriated for
senior citizen and youth health and recreational purposes.

“Urban Transit Hub Tax Credit Act” expansion:
Sections 28 through 33 of the bill expands eligibility, clarifies

qualifications, and limits certain provisions under the “Urban
Transit Hub Tax Credit Act.” (UTHTCA). The UTHTCA was
enacted January 13, 2008 as a mechanism to catalyze economic
development. Under the current program, a business that makes a
certain level of capital investment in a qualified business facility
within an urban transit hub and that employs at least 250 people at
the facility may qualify for a tax credit equal to the qualified capital
investment, which credit must be taken over a 10-year period. The
credit may be applied against corporation business tax or insurance
premiums tax liability. The program also enables a tenant located
in a qualified business facility to take advantage of a similar credit
if the tenant occupies space in a qualified business facility that
proportionally represents at least a certain portion of the capital
investment in the facility and employs at least 250 persons in that
facility.

The bill makes the following changes to the urban transit hub tax
credit program:

e Requires a business to demonstrate at the time of its application
that the State’s financial support of the proposed capital
investment in a qualified business facility will yield a net
positive benefit to both the State and the eligible municipality.

e Caps the value of all credits approved under the program at
$1,500,000,000.

e Allows the full-time employee requirement to be met by certain
types of contract workers who perform work at the qualified
business facility for at least 35 hours a week and allows out-of-
State residents working in New Jersey to be counted as “full
time employees.”

e Allows a business to use an affiliate to satisfy the employment
or capital investment requirements of the program (this is
already in the regulations published in May, 2008).

e Expands the “urban transit hub” definition to include:

(1) property located within a 1/2 mile radius surrounding the
mid point of one of up-to-two underground light rail stations'
platform areas that are most proximate to an interstate rail
station (this change will apply to only two light rail stations in
Newark, which is already an eligible municipality);

(2) property adjacent to, or connected by rail spur to, a freight
rail line if the business utilizes that freight line for loading and
unloading freight cars on trains (also for Newark); and

(3) all light rail stations

e Lowers the capital investment threshold from $75,000,000 to
$50,000,000 for an owner of a qualified business facility, and
from $50,000,000 to $17,500,000 for a tenant that occupies a
leased area of the qualified business.

e C(Clarifies how tenant investment will be included in the capital
investment calculation for the qualified business facility, by
providing that the capital investment made by a tenant will be
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included in the owner’s capital investment to the extent
necessary to meet the minimum capital investment threshold.
Any capital investment made by a tenant above this amount will
be added to the amount of tax credit the tenant is otherwise
entitled to receive based on its portion of the net leasable area in
the qualified business facility.

e Allows up to three tenants to meet the 250 employee
requirement in the aggregate.

e Precludes qualification for an urban transit hub tax credit based
upon capital investment and employment of full-time employees
if that capital investment or employment was the basis for an
InvestNJ Business Grant.

e Relaxes the 10 percent Statewide full-time workforce reduction
trigger before the business suffers a mandatory forfeiture of an
annual tax credit by setting the trigger at 20 percent.

o Expands the urban transit hub credit zones to include business
headquarters property that can become a qualified investment
facility within a one-mile-wide zone in a qualified municipality
under the "Municipal Rehabilitation and Economic Recovery
Act" (expands the parameters in Camden).

e Clarifies that S-corporations and limited liability corporations
are included as businesses that may be eligible to participate in
the program and clarifies that a tax credit is not to be applied
against individual New Jersey gross income tax liability. An
individual who is a holder of a credit may sell their credit under
the tax credit transfer certificate program for consideration
received by the business of not less than 75 percent of the
transferred credit amount.

e Narrows the provision that Casino licensees cannot qualify for
benefits to only apply to casinos, since law firms, accounting
firms, and other consulting firms are also licensed.

e Allows reduction of the credit by 20 percent if less than 200
employees are employed, even if a business relocates to an
urban transit hub from another location in the same municipality
(this removes a loophole in the current program);

e Changes the timing of the trigger for forfeiture of the credit so
that a business cannot reduce its workforce by more than 20
percent in the last tax accounting or privilege period prior to
approval, rather than the greater of the two following periods: in
the period prior to approval or in the period prior to the
enactment of the original 2007 legislation; and

e Requires the New Jersey Economic Development Authority to
set standards to encourage green building.

Non-residential development fee and affordable housing:

Sections 34 through 39 of the bill exempt certain property from
the 2.5 percent development fee imposed by the “Statewide Non-
Residential Fee Act” (“act”) (N.J.S.A.40:55D-8.1 through 40:55D-
8.7). This bill modifies the act to exempt property that received site
plan approval from a municipality or from the New Jersey
Meadowlands Commission before July 1, 2010 from the fee
imposed by the act, provided that a permit for the construction of
the building is issued by the local enforcing agency prior to July 1,
2011. The bill also amends the act to halt application of the fee to
projects that have been referred to a planning board by the State or
by another public agency prior to July 1, 2010, also provided that a
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permit for the construction of the building is issued by the local
enforcing agency prior to July 1, 2011. These amendments to the
act are not intended to change the provisions of N.J.S.A.40:55D-
8.7, which void and prohibit municipal ordinances that seek to
impose obligations on non-residential development for the purposes
of providing affordable housing.

Under section 37 of the bill, revenue from the non-residential
development fee imposed under the act, which may have been
deposited in the “New Jersey Affordable Housing Trust Fund” or in
municipalities’ municipal development trust funds, shall be returned
to a developer whose project meets the new exemption under the
bill. In addition, section 38 of the bill provides that the portion of
the municipal fair share housing obligation which is derived from a
particular non-residential development will be suspended whenever:
(1) the collection of fees under N.J.S.A.40:55D-8.1 through
40:55D-8.7 are effectively suspended for a period of time under that
act, or the particular non-residential development is exempted from
the collection of the fees imposed under the act; and (2) there are
insufficient funds in the New Jersey Affordable Housing Trust Fund
available to a municipality to assist in the production of such
housing units.

Some municipalities have planned affordable housing programs
and projects in order to comply with the requirements imposed by
the "Fair Housing Act," N.J.S.A.52:27D-301 et al., and have
submitted their plans to the Council on Affordable Housing. Those
municipalities may have anticipated financing these projects with
grants or loans from the “New Jersey Affordable Housing Trust
Fund” or municipal development trust funds. The bill provides a
reimbursement mechanism for those developers who have paid the
development fee, but under the changes made to the act by the bill,
would now be exempt from the imposition of the fee.

Section 39 of the bill appropriates $15 million to the “New
Jersey Affordable Housing Trust Fund” from the General Fund, and
permits the transfer of a portion of the appropriation to the “Urban
Housing Assistance Fund,” established by N.J.S.A.52:27D-329.7.
The bill empowers the Commissioner of Community Affairs to
grant awards or loans of the monies appropriated to municipalities
based on their anticipated use of municipal development fee funds.

Institutions of higher education:
Sections 40 through 48 of the bill concern the State’s institutions

of higher education. Section 40 requires public research
universities and State colleges to submit long-range facilities plans
on projects to be developed with State funds to the New Jersey
Commission on Higher Education for review. Section 41 permits a
State college or county college to enter into a contract with a
private entity that allows the private entity to assume full financial
and administrative responsibility for an on-campus construction
project, provided that the project is financed entirely by the private
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entity and the State or the institution, as applicable, retains
ownership of the land and any building resulting from the project.
The private entity will not be subject to the procurement and
contracting requirements applicable to the institution of higher
education, but will be subject to the applicable provisions of the
"New Jersey Prevailing Wage Act.”

Section 42 of the bill requires the filing of a plan and approval
from the commission when a public research university or State
college intends to establish a branch campus, serving at least 500
students, located out-of-State.

Section 43 of the bill requires the commission to appoint and
convene a network of academics and researchers from institutions
of higher education to propose and develop economic development
policies and programs for the higher education community.

Section 44 of the bill indicates that references in the law to the
executive director of the New Jersey Commission on Higher
Education refer to the Secretary of Higher Education.

Section 45 of the bill requires the payment of prevailing wages to
each worker employed in the construction or rehabilitation of
facilities that are constructed or rehabilitated pursuant to an
arrangement in which an affiliate participates with the New Jersey
Educational Facilities Authority in undertaking the financing and
construction of a project.

Section 46 of the bill makes clear that an affiliate which
participates with the authority in undertaking the financing and
construction or acquisition of a project will be subject to the
applicable provisions of the "New Jersey Prevailing Wage Act.”
An affiliate will also be subject to State contracting laws. The
tenant of an affiliate seeking to undertake “fit out” construction will
be subject to State contracting laws and to the applicable provisions
of the “New Jersey Prevailing Wage Act.”

Section 47 of the bill enables the New Jersey Educational
Facilities Authority to enter into loan agreements with public
institutions of higher education in connection with a project,
including the provision of working capital loans to the institution.

Sections 49 through 51 of the bill are entitled, the “Higher
Education Partnership Agreements Act.” These sections permit a
municipality to enter into a higher education partnership agreement
with an institution of higher education for the issuance of bonds by
the municipality, a county improvement authority, or a
redevelopment entity to finance a higher education project, in
accordance with rules promulgated by the Local Finance Board.

The bill would take effect immediately, however, sections 9 and
11, concerning entering into redevelopment incentive grant
agreements will remain inoperative until the first day of the third
month next following enactment, unless the Local Finance Board
determines an earlier operative date.



ASSEMBLY APPROPRIATIONS COMMITTEE

STATEMENT TO

ASSEMBLY, No. 4048

STATE OF NEW JERSEY

DATED: JUNE 11, 2009

The Assembly Appropriations Committee reports favorably
Assembly Bill No. 4048.

The bill, entitied the “New Jersey Economic Stimulus Act of
2009,” attempts to reinvigorate New Jersey’s economy through (1) an
Economic Redevelopment and Growth Grant program, (2)
authorization for certain municipalities to impose special taxes and
surcharges to fund redevelopment activities and certain programs, (3)
expansion of eligibility and tax credit limits under the "Urban Transit
Hub Tax Credit Act," (4) relief to certain developers otherwise subject
to the “Statewide Non-Residential Fee Act,” (4) grants to
municipalities for affordable housing, and (5) changes to improve the
financing and fiscal management of higher education in New Jersey.

Economic Redevelopment and Growth Grant program:

Sections 3 through 12 of the bill authorize State and local incentive
grants to developers in "qualifying economic redevelopment and
growth grant incentive areas" to fill in their project financing gap. The
incentive areas include the Metropolitan and Suburban planning areas
and centers designated under the State Development and
Redevelopment Plan, and transit villages. Projects in transit villages
would not be eligible for State incentive grants, but would be eligible
for municipal (local) incentive grants. The incentive grants are
intended to help fill-in project financing gaps. Those gaps represent a
part of the total redevelopment project cost for which the developer
cannot find other financing. A developer seeking an incentive grant is
required to contribute its own capital for at least 20 percent of the
project total cost. The developer must also certify that additional
capital, after accounting for all loans and investor capital, cannot be
raised from other sources.

The sources for the incentive grants are project revenues. In the
case of a State incentive grant, the New Jersey Economic
Development Authority (EDA), in consultation with the State
Treasurer, and the developer would enter into a redevelopment
incentive grant agreement. Under that agreement, up to 75 percent of
the incremental increase, compared to a base year, in State revenues
that are directly realized from businesses operating on the



redevelopment project premises from various taxes are pledged
towards the State incentive grant.

In the case of a redevelopment incentive grant agreement between
a municipality and a developer, the municipality may pledge eligible
revenues to fund the incentive grant. Municipalities may pledge their
incremental revenue increases from payments in lieu of taxes under the
long or short term tax exemption laws, lease payments made to the
municipality by the developer or its successors, and property taxes. In
addition, a municipality that is currently authorized to impose payroll
taxes, parking taxes, admissions and sales taxes from the operation of
a public facility, or in which is located an urban enterprise zone may
pledge the incremental revenues collected from those sources to fund
the local incentive grant. Any increase in the property tax increment
that is not pledged toward a redevelopment incentive grant agreement
is required to be allocated proportionately to the county and to the
taxing districts that are part of the property’s total tax rate. A
municipality is authorized to establish a municipal public utility, for
accounting purposes, to receive the incremental revenues to be paid to
a developer that has been awarded a local incentive grant.

A State and local redevelopment incentive grant agreement can
extend for up to 20 years, however the combined amount of the
reimbursements cannot exceed 20 percent of the total cost of the
project. Under the Economic Redevelopment and Growth Grant
program there must be a determination that the incremental revenues
to be realized from a redevelopment project will exceed the amount
needed to reimburse the developer for its project financing gap. The
EDA and other State agencies are authorized to provide credit
enhancement assistance to a developer, and many of the existing EDA
powers are made applicable to the purposes of the Economic
Redevelopment and Growth Grant program. The grant recipients
would pay for the administrative costs of the program through their
grant awards.

Section 17 amends N.J.S.A.52:27D-479 to clarify that the
aggregate amount of the ratable increments in a revenue allocation
district are excluded when calculating the net valuation on which both
school and county taxes are apportioned. Currently, the statute only
mentions school district taxes.

Section 18 states that following enactment of this bill, new revenue
allocation districts will no longer be created, but instead, the Economic
Redevelopment and Growth Grant program will be utilized.

Special taxes and surcharges:

Section 20 of the bill authorizes municipalities with a population
over 100,000, hosting a commercial airport with over 10 regularly
scheduled commercial flights a day, to impose up to a five percent tax
on the rental fee of motor vehicles to fund eligible purposes, which
mainly consist of redevelopment plan activities. Under section 24 of



the bill, a municipality may assign all or a portion of the proceeds of
those taxes to bonds issued in the same manner as bonds issued under
the “Local Redevelopment and Housing Law,” to finance eligible
purposes.

Section 28 of the bill also allows cities of the 2nd class, where a
major place of amusement is located, to impose a surcharge of an
amount up to $2 on each admission charge that is subject to the New
Jersey sales tax and a $2 surcharge on parking for that place of
amusement. These revenues are required to be appropriated for senior
citizen and youth health and recreational purposes.

“Urban Transit Hub Tax Credit Act” expansion:

Sections 28 through 33 of the bill expands eligibility, clarifies
qualifications, and limits certain provisions under the “Urban Transit
Hub Tax Credit Act.” (UTHTCA). The UTHTCA was enacted
January 13, 2008 as a mechanism to catalyze economic development.
Under the current program, a business that makes a certain level of
capital investment in a qualified business facility within an urban
transit hub and that employs at least 250 people at the facility may
qualify for a tax credit equal to the qualified capital investment, which
credit must be taken over a 10-year period. The credit may be applied
agéinst corporation business tax or insurance premiums tax liability.
The program also enables a tenant located in a qualified business
facility to take advantage of a similar credit if the tenant occupies
space in a qualified business facility that proportionally represents at
least a certain portion of the capital investment in the facility and
employs at least 250 persons in that facility.

The bill makes the following changes to the urban transit hub tax
credit program:

e Requires a business to demonstrate at the time of its application
that the State’s financial support of the proposed capital investment

in a qualified business facility will yield a net positive benefit to
both the State and the eligible municipality.

e (Caps the value of all credits approved under the program at
$1,500,000,000.

o Allows the full-time employee requirement to be met by certain
types of contract workers who perform work at the qualified
business facility for at least 35 hours a week and allows out-of-
State residents working in New Jersey to be counted as “full time
employees.”

e Allows a business to use an affiliate to satisfy the employment or
capital investment requirements of the program.

e Expands the “urban transit hub” definition to include:

(1) property located within a 1/2 mile radius surrounding the mid
point of one of up-to-two underground light rail stations' platform
areas that are most proximate to an interstate rail station;

(2) property adjacent to, or connected by rail spur to, a freight rail
line if the business utilizes that freight line for loading and
unloading freight cars on trains; and

(3) all light rail stations



e Lowers the capital investment threshold from $75,000,000 to
$50,000,000 for an owner of a qualified business facility, and from
$50,000,000 to $17,500,000 for a tenant that occupies a leased area
of the qualified business.

e Clarifies how tenant investment will be included in the capital
investment calculation for the qualified business facility, by
providing that the capital investment made by a tenant will be
included in the owner’s capital investment to the extent necessary
to meet the minimum capital investment threshold. Any capital
investment made by a tenant above this amount will be added to
the amount of tax credit the tenant is otherwise entitled to receive
based on its portion of the net leasable area in the qualified
business facility.

o Allows up to three tenants to meet the 250 employee requirement
in the aggregate.

e Precludes qualification for an urban transit hub tax credit based
upon capital investment and employment of full-time employees if
that capital investment or employment was the basis for an
InvestNJ Business Grant.

e Relaxes the 10 percent Statewide full-time workforce reduction
trigger before the business suffers a mandatory forfeiture of an
annual tax credit by setting the trigger at 20 percent.

e Expands the urban transit hub credit zones to include business
headquarters property that can become a qualified investment
facility within a one-mile-wide zone in a qualified municipality
under the "Municipal Rehabilitation and Economic Recovery Act".

o (Clarifies that S-corporations and limited liability corporations are
included as businesses that may be eligible to participate in the
program and clarifies that a tax credit is not to be applied against
individual New Jersey gross income tax liability. An individual
who is a holder of a credit may sell their credit under the tax credit
transfer certificate program for consideration received by the
business of not less than 75 percent of the transferred credit
amount.

e Narrows the provision that Casino licensees cannot qualify for
benefits to only apply to casinos, since law firms, accounting
firms, and other consulting firms are also licensed.

e Allows reduction of the credit by 20 percent if less than 200
employees are employed, even if a business relocates to an urban
transit hub from another location in the same municipality;

e Changes the timing of the trigger for forfeiture of the credit so that
a business cannot reduce its workforce by more than 20 percent in
the last tax accounting or privilege period prior to approval, rather
than the greater of the two following periods: in the period prior to
approval or in the period prior to the enactment of the original
2007 legislation; and

e Requires the New Jersey Economic Development Authority to set
standards to encourage green building.

Non-residential development fee and affordable housing:

Sections 34 through 39 of the bill exempt certain property from the
2.5 percent development fee imposed by the “Statewide Non-
Residential Fee Act” (“act”) (N.J.S.A.40:55D-8.1 through 40:55D-
8.7). This bill modifies the act to exempt property that received site
plan approval from a municipality or from the New Jersey




Meadowlands Commission before July 1, 2010 from the fee imposed
by the act, provided that a permit for the construction of the building is
issued by the local enforcing agency prior to July 1, 2011. The bill
also amends the act to halt application of the fee to projects that have
been referred to a planning board by the State or by another public
agency prior to July 1, 2010, also provided that a permit for the
construction of the building is issued by the local enforcing agency
prior to July 1, 2011. These amendments to the act are not intended to
change the provisions of N.J.S.A.40:55D-8.7, which void and prohibit
municipal ordinances that seek to impose obligations on non-
residential development for the purposes of providing affordable
housing.

Under section 37 of the bill, revenue from the non-residential
development fee imposed under the act, which may have been
deposited in the “New Jersey Affordable Housing Trust Fund” or in
municipalities’ municipal development trust funds, shall be returned to
a developer whose project meets the new exemption under the bill. In
addition, section 38 of the bill provides that the portion of the
municipal fair share housing obligation which is derived from a
particular non-residential development will be suspended whenever:
(1) the collection of fees under N.J.S.A.40:55D-8.1 through 40:55D-
8.7 are effectively suspended for a period of time under that act, or the
particular non-residential development is exempted from the collection
of the fees imposed under the act; and (2) there are insufficient funds
in the New Jersey Affordable Housing Trust Fund available to a
municipality to assist in the production of such housing units.

Some municipalities have planned affordable housing programs
and projects in order to comply with the requirements imposed by the
"Fair Housing Act,” N.J.S.A.52:27D-301 et al., and have submitted
their plans to the Council on Affordable Housing.  Those
municipalities may have anticipated financing these projects with
grants or loans from the “New Jersey Affordable Housing Trust Fund”
or municipal development trust funds. The bill provides a
reimbursement mechanism for those developers who have paid the
development fee, but under the changes made to the act by the bill,
would now be exempt from the imposition of the fee.

Section 39 of the bill appropriates $15 million to the “New Jersey
Affordable Housing Trust Fund” from the General Fund, and permits
the transfer of a portion of the appropriation to the “Urban Housing
Assistance Fund,” established by N.J.S.A.52:27D-329.7. The bill
empowers the Commissioner of Community Affairs to grant awards or
loans of the monies appropriated to municipalities based on their
anticipated use of municipal development fee funds.

Institutions of higher education:
Sections 40 through 48 of the bill concern the State’s institutions

of higher education. Section 40 requires public research universities



and State colleges to submit long-range facilities plans on projects to
be developed with State funds to the New Jersey Commission on
Higher Education for review. Section 41 permits a State college or
county college to enter into a contract with a private entity that allows
the private entity to assume full financial and administrative
responsibility for an on-campus construction project, provided that the
project is financed entirely by the private entity and the State or the
institution, as applicable, retains ownership of the land and any
building resulting from the project. The private entity will not be
subject to the procurement and contracting requirements applicable to
the institution of higher education, but will be subject to the applicable
provisions of the "New Jersey Prevailing Wage Act.”

Section 42 of the bill requires the filing of a plan and approval
from the commission when a public research university or State
college intends to establish a branch campus, serving at least 500
students, located out-of-State.

Section 43 of the bill requires the commission to appoint and
convene a network of academics and researchers from institutions of
higher education to propose and develop economic development
policies and programs for the higher education community.

Section 44 of the bill indicates that references in the law to the
executive director of the New Jersey Commission on Higher
Education refer to the Secretary of Higher Education.

Section 45 of the bill requires the payment of prevailing wages to
each worker employed in the construction or rehabilitation of facilities
that are constructed or rehabilitated pursuant to an arrangement in
which an affiliate participates with the New Jersey Educational
Facilities Authority in undertaking the financing and construction of a
project.

Section 46 of the bill makes clear that an affiliate which
participates with the authority in undertaking the financing and
construction or acquisition of a project will be subject to the applicable
provisions of the "New Jersey Prevailing Wage Act.” An affiliate will
also be subject to State contracting laws. The tenant of an affiliate
seeking to undertake “fit out” construction will be subject to State
contracting laws and to the applicable provisions of the “New Jersey
Prevailing Wage Act.”

Section 47 of the bill enables the New Jersey Educational Facilities
Authority to enter into loan agreements with public institutions of
higher education in connection with a project, including the provision
of working capital loans to the institution.

Sections 49 through 51 of the bill are entitled, the “Higher
Education Partnership Agreements Act.” These sections permit a
municipality to enter into a higher education partnership agreement
with an institution of higher education for the issuance of bonds by the
municipality, a county improvement authority, or a redevelopment



entity to finance a higher education project, in accordance with rules
promulgated by the Local Finance Board.

The bill would take effect immediately, however, sections 9 and
11, concerning entering into redevelopment incentive grant agreements
will remain inoperative until the first day of the third month next
following enactment, unless the Local Finance Board determines an
earlier operative date.

FISCAL IMPACT:
Economic Redevelopment Growth and Grant Programs

The Office of Legislative Services (OLS) notes that the creation of
municipal and State Economic Redevelopment and Growth Grant
programs would not result in either increased or decreased municipal
and State revenues since the redevelopment incentive grants are
funded by a portion of the increased incremental revenues, collected
by the appropriate jurisdiction, from activities or business operations
that result from the construction and completion of the redevelopment
project.

Motor Vehicle Rental Tax
The OLS estimates an indeterminate potential increase in

municipal revenue as a result of the imposition of a tax on the rental of
motor vehicles by certain municipalities. The OLS notes that revenues
generated by a tax on car rentals will be dependent on economic
activity and could be less than projected during a recession.
According to information from the Port of Authority of New York and
New Jersey regarding the amount of revenues generated by car rentals
at Newark Liberty International Airport, car rental companies on
airport property collected $132.7 million in gross revenues through the
first nine months of fiscal year 2009 (July 1, 2008 to March 31, 2009).
This is a decline of 7.6% from the same period for the previous fiscal
year.

The OLS notes that revenue collections for the first three months
of calendar year 2009 are 20% less than revenues generated during the
first three months of fiscal year 2008. If this trend continues into the
fourth quarter of fiscal year 2009, the OLS estimates that car rental
companies will collect an estimated $173.1 million in gross revenues
in the current fiscal year, a decline of 10.6% from fiscal year 2008.
The OLS notes the data provided by the Port of Authority are for gross
revenues, and therefore may include other fees for car rental and other
charges that may be added by the rental company. Pursuant to the bill,
the tax may only be added to the amount of the fee charged for the
rental of the motor vehicle.

The OLS notes the bill would require an eligible municipality that
adopts a motor vehicle rental tax ordinance to use the revenues for the
- purpose of funding redevelopment activities. Since the national



economic conditioned worsened in September 2008, municipalities
across the national have had difficulty funding long-term capital
projects. The motor vehicle tax is highly dependant on economic
activity. Decreases in consumer spending on the rental of motor
vehicles during this period of economic recession may result in lower
than expected revenue collections for a municipality imposing the tax.
The OLS notes that there are two municipalities that meet the
qualifications for imposing the motor vehicle rental tax (a population
in excess of 100,000 and within which is located a commercial airport
which provides for a minimum of 10 regularly scheduled commercial
airplane flights per day, or any municipality in which any portion of
such an airport is located): the City of Elizabeth and the City of
Newark.

Amusement and Parking Surcharges
The OLS also estimates an indeterminate potential increase in

municipal revenue as a result of the imposition by a municipality of a
surcharge on admission and parking fees at certain major places of
amusement. Preliminary research by the OLS suggests that the
Susquehanna Bank Center in Camden, and the Sovereign Bank Arena
in Trenton are major places amusement at which the surcharges may
be imposed. The OLS notes that the Susquehanna Bank Center has
7,000 seats while Sovereign Bank Arena can seat up to 10,500 persons
and has 2,700 parking spaces. The surcharges would be distributed to
each municipality by the Division of Taxation, and must be offset with
an appropriation of an equal amount for senior citizen and youth health
and recreational purposes.

The OLS notes that, as with the motor vehicle rental tax proposed
by the bill, the admission and parking surcharges proposed by the bill
are highly dependent on economic activity, and decreases in consumer
spending for entertainment at these facilities during this period of
economic recession may result in lower than expected revenue
collections for a municipality that imposes these surcharges. There are
23 municipalitiés that are cities of the second class and two (Camden
and Trenton) are home to facilities that meet the qualifications of a
major place of amusement set forth in the bill.

Suspension of the Non-Residential development Fee

The Office of Legislative Services has determined that the
suspension of the non-residential development fee proposed by the bill
would result in an indeterminate revenue loss to the New Jersey
Affordable Housing Trust Fund and municipal governments. The
enactment of the bill would also result in a transfer of $15 million
from the State General Fund to the New Jersey Affordable Housing
Trust Fund.

The OLS notes that the non-residential development fee would not
apply to certain types of properties that have received certain types of




approval or referral prior to July 1, 2010. Site plan review and
approval can occur several years prior to the issuance of a certificate of
occupancy. Accordingly, the State and municipalities would be
prohibited from assessing the fee on properties and projects that
receive certificates of occupancy issued after the end of the
moratorium. No specific revenue estimate is feasible due to the
unpredictable nature of the basis for the fee, i.e., the extent and
location of new construction subject to the fee. This will vary from
year to year according to such factors as national and regional
economic conditions, local planning and zoning decisions, and the
impact of government development subsidies.

The OLS notes that, according to the New Jersey Comprehensive
Financial System, as of February 19, 2009, the State has collected
$919,381.31 in non-residential development fees. The Division of
Codes and Standards has indicated that municipalities under the
jurisdiction of the Council on Affordable Housing have collected
$12.9 million in non-residential development fees. Because the non-
residential development fee is paid at the time a certificate of
occupancy is issued, and any non-residential project must receive the
aforementioned approvals and review prior to the issuance of the
certificate of occupancy, the State and municipal governments may
have to refund all non-residential development fees that have been
collected prior to the effective date of the bill. The OLS notes that a
developer must submit a claim, for the return of any non-residential
development fees that have been paid, in writing to entity to which the
moneys were paid, within 120 days of the effective date of the bill.
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Minority Statement

By Assemblyman Merkt, Assemblyman Doherty, Assemblyman
Thompson, and Assemblywoman Addiego

The members of the Appropriations Committee were asked to
vote on this bill without the courtesy of having the copies of the
proposed language to review within a reasonable time period prior to
the meeting. Additionally, there was no opportunity for members to
properly vet the bill since the Sponsor was not present to explain the
details of the bill. Further, many members of the public were not privy
to the legislation prior to the Committee’s consideration of the bill.
Representatives of New Jersey’s rental car industry testified to this fact
stating that they became aware that this bill had a direct impact upon
them only hours prior to the hearing’s start time.

In an active democratic government such as New Jersey’s, the
legislative process only works when there is open and adequate
discussion of proposed legislation. Our open society further requires a
proper amount of time lapse prior to consideration of legislation . This
period is intended to allow both public officials and citizens of the
State to review and digest legislation. This is not merely an ideal but
also an agreed upon procedure under the rules of the General
Assembly. A grave injustice is done to the residents and businesses of
this state whenever transparency and process are done away with for
expediency.

In defense of its disregard of the open and public process, the
Majority members of committee argued that while the bill considered,
and ultimately released, may not have been distributed for review in a
timely manner, numerous provisions in the bill were actually
provisions from other pieces of legislation which had been vetted in
the committee process. Therefore, the Minority had had ample time to
consider issues presented in this bill.

The reality is this bill merely contains selective provisions of
those other bills referenced as well a several new sections not yet seen
or even discussed in any other committee. This committee could not
exercise its due diligence in reviewing the legislation, which at the
time the committee’s adjournment was still not readily available to the
public. As of the filing of this Minority Statement, the legislation
released from committee is still not accessible electronically on the
Office of Legislative Services’ website.

As offered by proponents of this legislation, there may be
aspects in the bill which the members of the minority would be
supportive, including purported tax cuts and incentives. Additionally,
oppositional views expressed presented areas that may yet need further
modification. However, without a thorough review that is fully open to
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public participation, the Republican members of this committee must
error on the side of caution and respectfully abstain at this time.



ASSEMBLY BUDGET COMMITTEE

STATEMENT TO

ASSEMBLY, No. 4048

with committee amendments

STATE OF NEW JERSEY

DATED: JUNE 15, 2009

The Assembly Appropriations Committee reports favorably
Assembly Bill No. 4048 with committee amendments.

The bill, entitled the “New Jersey Economic Stimulus Act of
2009,” attempts to reinvigorate New Jersey’s economy through (1) an
Economic Redevelopment and Growth Grant program, (2)
authorization for certain municipalities to impose special taxes and
surcharges to fund redevelopment activities and certain programs, (3)
expansion of transferability of tax credits under the New Jersey
Emerging Technology and Biotechnology Financial Assistance
Program and changes to the "Urban Transit Hub Tax Credit Act," (4)
relief to certain developers otherwise subject to the “Statewide Non-
Residential Fee Act,” (5) grants to municipalities for affordable
housing, (6) changes to improve the financing and fiscal management
of higher education in New Jersey, and (7) relief to certain
manufacturing companies taxes and surcharges on energy and utility
services.

Economic Redevelopment and Growth Grant program:
As amended, sections 3 through 18 of the bill authorize State and
local incentive grants to developers in "qualifying economic

redevelopment and growth grant incentive areas." The incentive areas
include the Metropolitan and Suburban planning areas, centers
designated under the State Development and Redevelopment Plan, and
transit villages. Projects in transit villages would not be eligible for
State incentive grants, but would be eligible for municipal (local)
incentive grants. The incentive grants are intended to help fill in
project financing gaps. Those gaps represent a part of the total
redevelopment project cost for which the developer cannot find other
financing. A developer seeking an incentive grant is required to
contribute its own capital for at least 20 percent of the project total
cost. The developer must also certify that additional capital, after
accounting for all loans and investor capital, cannot be raised from
other sources.

The sources for the incentive grants are project revenues. In the
case of a State incentive grant, the New Jersey Economic



Development Authority (EDA), in consultation with the State
Treasurer, and the developer would enter into a redevelopment
incentive grant agreement. Under that agreement, up to 75 percent of
the incremental increase, compared to a base year, in State revenues
that are directly realized from businesses operating on the
redevelopment project premises from various taxes, including the hotel
and motel occupancy fee (N.J.S.A.54:32D-1), are pledged towards the
State incentive grant.

In the case of a redevelopment incentive grant agreement between
a municipality and a developer, the municipality may pledge eligible
revenues to fund the incentive grant. Municipalities may pledge their
incremental revenue increases from payments in lieu of taxes under the
long or short term tax exemption laws, lease payments made to the
municipality by the developer or its successors, and property taxes. As
amended, a municipality authorized to impose a motor vehicle rental
tax under the bill may include those revenues as an eligible revenue to
fund the incentive grant. In addition, a municipality that is currently
authorized to impose payroll taxes, parking taxes, admissions and sales
taxes from the operation of a public facility, or in which is located an
urban enterprise zone may pledge the incremental revenues collected
from those sources to fund the local incentive grant. Any increase in
the property tax increment that is not pledged toward a redevelopment
incentive grant agreement is required to be allocated proportionately to
the county and to the taxing districts that are part of the property’s
total tax rate. A municipality is authorized to establish a municipal
public utility, for accounting purposes, to receive the incremental
revenues to be paid to a developer that has been awarded a local
incentive grant.

As amended, a State and local redevelopment incentive grant
agreement can extend for up to 20 years, however, the combined
amount of the reimbursements cannot exceed 20 percent of the total
cost of the project, exclusive of publically-owned infrastructure.
Under the Economic Redevelopment and Growth Grant program there
must be a determination that the incremental revenues to be realized
from a redevelopment project will exceed the amount needed to
reimburse the developer for its project financing gap. The EDA and
other State agencies are authorized to provide credit enhancement
assistance to a developer, and many of the existing EDA powers are
made applicable to the purposes of the Economic Redevelopment and
Growth Grant program. The grant recipients would pay for the
administrative costs of the program through their grant awards. The
amendments clarify that, upon notice to and consent by the EDA and
State Treasurer, in the case of a State grant, and by the municipality in
the case of a local incentive grant, a redevelopment incentive grant
agreement may be assigned. In addition, a developer is entitled to
pledge its incentive grants, upon filing with the EDA or the
municipality, as appropriate.



The bill states that following enactment of this bill, new revenue
allocation districts will no longer be created, but instead, the Economic
Redevelopment and Growth Grant program will be utilized.

The bill amends N.J.S.A.52:27D-479 to clarify that the aggregate
amount of the ratable increments in a revenue allocation district are
excluded when calculating the net valuation on which both school and
county taxes are apportioned. Currently, the statute only mentions
school district taxes.

As amended, section 18 of the bill would permit the Local Finance
Board in the Department of Community Affairs, the State Treasurer,
and the EDA to promulgate immediate rules, for up to 12-months, to
implement the Economic Redevelopment and Growth Grant program.

Special taxes and surcharges:
As amended, section 20 of the bill authorizes municipalities with a

population over 100,000, hosting a commercial airport with over 10
regularly scheduled commercial flights a day, to impose up to a five
percent tax on the rental fee of motor vehicles, excluding taxes and
surcharges, to fund eligible purposes, which mainly consist of
redevelopment plan activities. Under section 24 of the bill, a
municipality may assign all or a portion of the proceeds of those taxes
to bonds issued in the same manner as bonds issued under the “Local
Redevelopment and Housing Law,” to finance eligible purposes.

As amended, section 28 of the bill also allows cities of the 2nd
class, excluding municipalities subject to the "Municipal
Rehabilitation and Economic Recovery Act," N.J.S.A.52:27BBB-1 et
al.), where a major place of amusement is located, to impose a
surcharge of an amount up to $2 on each admission charge that is
subject to the New Jersey sales tax and a $2 surcharge on parking for
that place of amusement. These revenues are required to be
appropriated for senior citizen and youth health and recreational
purposes.

Expansion of certain business tax credits; biotechnology and “Urban
Transit Hub Tax Credit Act’:
Sections 29 and 30 of the bill, as amended, modify current law to

increase the transferability and amounts of the new or expanding
emerging technology and biotechnology companies research and
development tax credits in order to help those companies raise private
financial assistance.

As amended, sections 31 through 33 of the bill expand eligibility,
clarify qualifications, and limits certain provisions under the “Urban
Transit Hub Tax Credit Act” (UTHTCA). The UTHTCA was enacted
January 13, 2008 as a mechanism to catalyze economic development.
Under the current program, a business that makes a certain level of
capital investment in a qualified business facility within an urban
transit hub and that employs at least 250 people at the facility may



qualify for a tax credit equal to the qualified capital investment, which
credit must be taken over a 10-year period. The credit may be applied
against corporation business tax or insurance premiums tax liability.
The program also enables a tenant located in a qualified business
facility to take advantage of a similar credit if the tenant occupies
space in a qualified business facility that proportionally represents at
least a certain portion of the capital investment in the facility and
employs at least 250 persons in that facility.

The bill makes the following changes to the urban transit hub tax
credit program:

e Requires a business to demonstrate at the time of its application
that the State’s financial support of the proposed capital investment
in a qualified business facility will yield a net positive benefit to
both the State and the eligible municipality.

e Caps the value of all credits approved under the program at
$1,500,000,000.

e As amended by the committee, provides that for a business
applying before January 1, 2010, its credit shall not be reduced if it
relocates to an urban transit hub from another location or locations
in the same municipality.

o Allows the full-time employee requirement to be met by certain
types of contract workers who perform work at the qualified
business facility for at least 35 hours a week and allows out-of-
State residents working in New Jersey to be counted as “full time
employees.”

e Allows a business to use an affiliate to satisfy the employment or
capital investment requirements of the program.

e Expands the “urban transit hub” definition to include:

(1) property located within a 1/2 mile radius surrounding the mid
point of one of up-to-two underground light rail stations' platform
areas that are most proximate to an interstate rail station;

(2) property adjacent to, or connected by rail spur to, a freight rail
line if the business utilizes that freight line for loading and
unloading freight cars on trains; and

(3) all light rail stations.

e Lowers the capital investment threshold from $75,000,000 to
$50,000,000 for an owner of a qualified business facility, and from
$50,000,000 to $17,500,000 for a tenant that occupies a leased area
of the qualified business.

e (larifies how tenant investment will be included in the capital
investment calculation for the qualified business facility, by
providing that the capital investment made by a tenant will be
included in the owner’s capital investment to the extent necessary
to meet the minimum capital investment threshold. Any capital
investment made by a tenant above this amount will be added to
the amount of tax credit the tenant is otherwise entitled to receive
based on its portion of the net leasable area in the qualified
business facility.

e Allows up to three tenants to meet the 250 employee requirement
in the aggregate.

e Precludes qualification for an urban transit hub tax credit based
upon capital investment and employment of full-time employees if
that capital investment or employment was the basis for an
InvestNJ Business Grant.



Relaxes the 10 percent Statewide full-time workforce reduction
trigger before the business suffers a mandatory forfeiture of an
annual tax credit by setting the trigger at 20 percent.

e Expands the urban transit hub credit zones to include business
headquarters property that can become a qualified investment
facility within a one-mile-wide zone in a qualified municipality
under the "Municipal Rehabilitation and Economic Recovery Act."

e Clarifies that S-corporations and limited liability corporations are
included as businesses that may be eligible to participate in the
program and clarifies that a tax credit is not to be applied against
individual New Jersey gross income tax liability. As amended, an
individual who is a holder of a credit may sell their credit, covering
one or more years, under the tax credit transfer certificate program
for consideration received by the business of not less than 75
percent of the transferred credit amount.

e Narrows the provision that casino licensees cannot qualify for
benefits to only apply to casinos, since law firms, accounting
firms, and other consulting firms are also licensed.

e Allows reduction of the credit by 20 percent if less than 200
employees are employed, even if a business relocates to an urban
transit hub from another location in the same municipality.

e Changes the timing of the trigger for forfeiture of the credit so that
a business cannot reduce its workforce by more than 20 percent in
the last tax accounting or privilege period prior to approval, rather
than the greater of the two following periods: in the period prior to
approval or in the period prior to the enactment of the original
2007 legislation.

e Requires the New Jersey Economic Development Authority to set

standards to encourage green building.

Non-residential development fee and affordable housing:

Sections 34 through 41 of the bill, as amended, exempt certain
property from the 2.5 percent development fee imposed by the
“Statewide Non-Residential Fee Act” (“act”) (N.J.S.A.40:55D-8.1
through 40:55D-8.7). As amended, the bill modifies the definition of a
"qualified residential project” to include a mixed use project consisting
predominantly of residential units. This bill modifies the act to exempt
property that received site plan approval from a municipality or from
the New Jersey Meadowlands Commission before July 1, 2010 from
the fee imposed by the act, provided that a permit for the construction
of the building is issued by the local enforcing agency prior to July 1,
2011. The bill also amends the act to halt application of the fee to
projects that have been referred to a planning board by the State or by
another public agency prior to July 1, 2010, also provided that a permit
for the construction of the building is issued by the local enforcing
agency prior to July 1, 2011. These amendments to the act are not
intended to change the provisions of N.J.S.A.40:55D-8.7, which void
and prohibit municipal ordinances that seek to impose obligations on
non-residential development for the purposes of providing affordable
housing.

Under section 39 of the bill, as amended, revenue from the non-
residential development fee imposed under the act, which may have



been deposited in the “New Jersey Affordable Housing Trust Fund” or
in municipalities’ municipal development trust funds, shall be returned
to a developer whose project meets the new exemption under the bill.
In addition, section 40 of the bill provides that the portion of the
municipal fair share housing obligation which is derived from a
particular non-residential development will be suspended whenever:
(1) the collection of fees under N.J.S.A.40:55D-8.1 through 40:55D-
8.7 are effectively suspended for a period of time under that act, or the
particular non-residential development is exempted from the collection
of the fees imposed under the act; and (2) there are insufficient funds
in the New Jersey Affordable Housing Trust Fund available to a
municipality to assist in the production of such housing units.

Some municipalities have planned affordable housing programs
and projects in order to comply with the requirements imposed by the
"Fair Housing Act," N.J.S.A.52:27D-301 et al., and have submitted
their plans to the Council on Affordable Housing. @ Those
municipalities may have anticipated financing these projects with
grants or loans from the “New Jersey Affordable Housing Trust Fund”
or municipal development trust funds. The bill provides a
reimbursement mechanism for those developers who have paid the
development fee, but under the changes made to the act by the bill,
would now be exempt from the imposition of the fee.

Section 41 of the bill, as amended, appropriates $15 million to the
“New Jersey Affordable Housing Trust Fund” from the General Fund,
and permits the transfer of a portion of the appropriation to the “Urban
Housing Assistance Fund,” established by N.J.S.A.52:27D-329.7. The
bill empowers the Commissioner of Community Affairs to grant
awards or loans of the monies appropriated to municipalities based on
their anticipated use of municipal development fee funds.

Institutions of higher education:
Sections 42 through 52 of the bill, as amended, concern the State’s

institutions of higher education. Section 42 of the bill, as amended,
requires public research universities and State colleges to submit long-
range facilities plans on projects to be developed with State funds to
the New Jersey Commission on Higher Education for review. Section
43 of the bill, as amended, permits a State college or county college to
enter into a contract with a private entity that allows the private entity
to assume full financial and administrative responsibility for an on-
campus construction project, provided that the project is financed
entirely by the private entity and the State or the institution, as
applicable, retains ownership of the land and any building resulting
from the project. The private entity will not be subject to the
procurement and contracting requirements applicable to the institution
of higher education, but will be subject to the applicable provisions of
the "New Jersey Prevailing Wage Act.”



Section 46 of the bill, as amended, requires the filing of a plan and
approval from the commission when a public research university or
State college intends to establish a branch campus, serving at least 500
students, located out-of-State.

Section 47 of the bill, as amended, requires the commission to
appoint and convene a network of academics and researchers from
institutions of higher education to propose and develop economic
development policies and programs for the higher education
community.

Section 48 of the bill, as amended, indicates that references in the
law to the executive director of the New Jersey Commission on Higher
Education refer to the Secretary of Higher Education.

Section 49 of the bill, as amended, requires the payment of
prevailing wages to each worker employed in the construction or
rehabilitation of facilities that are constructed or rehabilitated pursuant
to an arrangement in which an affiliate participates with the New
Jersey Educational Facilities Authority in undertaking the financing
and construction of a project.

Section 50 of the bill, as amended, makes clear that an affiliate
which participates with the authority in undertaking the financing and
construction or acquisition of a project will be subject to the applicable
provisions of the "New Jersey Prevailing Wage Act.” An affiliate will
also be subject to State contracting laws. The tenant of an affiliate
seeking to undertake “fit out” construction will be subject to State
contracting laws and to the applicable provisions of the “New Jersey
Prevailing Wage Act.”

Section 51 of the bill, as amended, enables the New Jersey
Educational Facilities Authority to enter into loan agreements with
public institutions of higher education in connection with a project,
including the provision of working capital loans to the institution.

Sections 53 through 54 of the bill, as amended, are entitled the
“Higher Education Partnership Agreements Act.” These sections
permit a municipality to enter into a higher education partnership
agreement with an institution of higher education for the issuance of
bonds by the municipality, a county improvement authority, or a
redevelopment entity to finance a higher education project, in
accordance with rules promulgated by the Local Finance Board.

Sales and use tax and TEFA surcharge relief for energy and utility

services:

These committee amendments provide to certain large, energy-
efficient audited manufacturing facilities producing products from
postconsumer materials, a seven year exemption from the sales and
use tax on their purchase and use of energy and utility service and
from the transitional energy facility assessment (“TEFA”) unit rate
surcharge.



The amendments require that owners of eligible postconsumer
material manufacturing facilities will continue to pay the sale and use
tax and TEFA unit rate surcharge as the price of energy and utility
service is collected; the manufacturing facility owner will then file for
quarterly refunds of the sales and use tax and TEFA surcharge
allowable under the exemption.

The amendments also provide that the tax refunds must be repaid
by the owner to the Director of the Division of Taxation in the
Department of the Treasury if the owner of a postconsumer material
manufacturing facility relocates the facility outside this State during
the exemption period.

The bill would take effect immediately, however, sections 9 and
11, concerning entering into redevelopment incentive grant agreements
will remain inoperative until the first day of the third month next
following enactment, unless the Local Finance Board determines an
earlier operative date.

COMMITTEE AMENDMENTS:

e Defines "property tax increment" as based on the value of
property assessed within the project area instead of within the
whole taxing district.

e Defines "project area" to mean "land or lands under common
ownership or control including through a redevelopment
agreement with a municipal or as otherwise established by a
municipality."

e Adds a definition of "property tax increment base."

e Amends "qualifying economic redevelopment and growth
grant incentive area" to include federally owned land approved
for closure under a federal Base Realignment Closing
Commission action.

e Adds the State hotel and motel occupancy fee under
N.J.S.A.54:32D-1 to the list of taxes from which State
incremental revenues can be derived to fund a State
redevelopment incentive grant agreement.

e Removes contaminated site restriction from lands included in a
redevelopment project.

e (larifies that EDA approval is not necessary for local incentive
grants.

e Add the State hotel and motel occupancy fee to list of taxes
available to be used to pay State incentive grants.

e C(larifies that limit of project cost for incentive grants is
exclusive of costs of publicly-owned infrastructure.

e Permits developer to assign a grant agreement upon notice and
consent by either the EDA and the State Treasurer, or the
municipality, as appropriate.

e Permits pledge of incentive grants by a developer upon filing
with either the EDA or the municipality, as appropriate.



Permits motor vehicle rental tax increment to be pledge for a
local incentive grant agreement.

Permits the Local Finance Board, the State Treasurer, and the
EDA to adopt immediate rules and guidelines, for up to 12
months, to implement the Economic Redevelopment and
Growth Grant program.

Clarifies that motor vehicle rental tax is exclusive of taxes and
surcharges on the rental fee.

Prohibits imposition of the amusement and amusement-parking
surcharges by a municipality subject to the "Municipal
Rehabilitation and Economic Recovery Act."

Revises the corporate business tax benefit certificate transfer
program in the New Jersey Emerging Technology and
Biotechnology Financial Assistance Program by making a
portion of the credits available to companies operating outside
of an innovation zone, by adding financial requirements to the
transfer of credits, by adding recapture rules, by requiring
written agreements between a corporation business taxpayer
and a new or expanding emerging technology or biotechnology
company concerning the terms of the private financial
assistance exchanged for the certificate, and by changing
certain definitions.

Modifies urban transit hub program to permit a business,
applying for a tax credit prior to January 1, 2010, to relocate to
an urban transit hub from another location in the municipality
without a reduction in the credit. '

Permits the transfer of only a portion of a tax credit transfer
certificate

Considers certain mixed use project as qualified residential
projects for the purpose of allocating residential tax credits by
the EDA.

Adds "other State or federal housing subsidies" to provision
relieving a municipality of the portion of its affordable housing
obligation attributable to a particular non-residential
development whenever the collection of non-residential
development fees is effectively suspended and there are
insufficient fiinds in the "New Jersey Affordable Housing Trust
Fund."

Requires project labor agreements when State and county
colleges enter into certain contracts with private entities and
requires certain amounts to be set aside for maintenance costs.
Extends from five to 30 years the permissible length of certain
contracts with State and county colleges.

Provides to certain large, energy-efficient = audited
manufacturing  facilities  producing  products  from
postconsumer materials, a seven year exemption from the sales
and use tax on their purchase and use of energy and utility
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service and from the transitional energy facility assessment
(“TEFA”) unit rate surcharge; provided, however that the tax
refunds must be repaid by the owner to the Director of the
Division of Taxation in the Department of the Treasury if the
owner of a postconsumer material manufacturing facility
relocates the facility outside this State during the exemption
period.

FISCAL IMPACT:

Economic Redevelopment Growth and Grant Programs

The Office of Legislative Services notes that the creation of
municipal and State Economic Redevelopment and Growth Grant
programs would not result in either increased or decreased municipal
and State revenues. The redevelopment incentive grants will be
funded by a portion of the increased incremental revenues, collected
by the appropriate jurisdiction, that result from activities or business
operations that result from the construction and completion of the
project.

Special Taxes and Surcharges
The Office of Legislative Services (OLS) estimates an
indeterminate potential increase in municipal revenue as a result of the

imposition of a tax on the rental of motor vehicles by certain
municipalities. The OLS notes that revenues generated by a tax on car
rentals will be dependent on economic activity and could be less than
projected during a recession. According to information from the Port
of Authority of New York and New Jersey regarding the amount of
revenues generated by car rentals at Newark Liberty International
Airport, car rental companies on airport property collected $132.7
million in gross revenues through the first nine months of fiscal year
2009 (July 1, 2008 to March 31, 2009). This is a decline of 7.6% from
the same period for the previous fiscal year.

The OLS notes that revenue collections for the first three months
of calendar year 2009 are 20% less than revenues generated during the
first three months of fiscal year 2008. If this trend continues into the
fourth quarter of fiscal year 2009, the OLS estimates that car rental
companies will collect an estimated $173.1 million in gross revenues
in the current fiscal year, a decline of 10.6% from fiscal year 2008.
The OLS notes the data provided by the Port of Authority are for gross
revenues, and therefore may include other fees for car rental and other
charges that may be added by the rental company. Pursuant to the bill,
as amended, the tax may only be added to the amount of the fee
charged for the rental of the motor vehicle and is limited to 5% of that
fee.

The OLS notes that the bill, as amended, would require an eligible
municipality that adopts a motor vehicle rental tax ordinance to use the
revenues for the purpose of funding redevelopment activities, but
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would also allow the municipality to include those revenues as an
eligible revenue to fund an incentive grant. Since the national
economic conditioned worsened in September 2008, municipalities
across the national have had difficulty funding long-term capital
projects. Decreases in consumer spending on the rental of motor
vehicles during this period of economic recession may result in lower
than expected revenue collections for a municipality imposing the tax.
The OLS notes that there are two municipalities that meet the
qualifications for imposing the motor vehicle rental tax (a population
in excess of 100,000 and within which is located a commercial airport
which provides for a minimum of 10 regularly scheduled commercial
airplane flights per day, or any municipality in which any portion of
such an airport is located): the City of Elizabeth and the City of
Newark.

The OLS also estimates an indeterminate potential increase in
municipal revenue as a result of the imposition by a municipality of a
surcharge on admission and parking fees at certain major places of
amusement. Preliminary research by the OLS suggests that the
Susquehanna Bank Center in Camden and the Sovereign Bank Arena
in Trenton are major places amusement at which the surcharges may
be imposed, except that Camden is excluded, under the committee
amendments, while it is subject to the "Municipal Rehabilitation and
Economic Recovery Act." The OLS notes that the Susquehanna Bank
Center has 7,000 seats while Sovereign Bank Arena can seat up to
10,500 persons and has 2,700 parking spaces. The surcharges would
be distributed to each municipality by the Division of Taxation, and
must be offset with an appropriation of an equal amount for senior
citizen and youth health and recreational purposes.

The OLS notes that, as with the motor vehicle rental tax proposed
by the bill, the admission and parking surcharges proposed by the bill
are highly dependent on economic activity, and decreases in consumer
spending for entertainment at these facilities during this period of
economic recession may result in lower than expected revenue
collections for a municipality that imposes these surcharges. There are
23 municipalities that are cities of the second class and currently one,
Trenton, is home to a facility that meets the qualifications of a major
place of amusement set forth in the bill, as amended.

Expansion of Certain Business Tax Credits

As amended, the bill would also cap the value of all tax credits
approved under the New Jersey Emerging Technology and
Biotechnology Financial Assistance Program at $60 million in any
State fiscal year. A maximum of $10 million in tax credits must be set
aside for the tax credits for new and expanding emerging technology
and biotechnology companies that operate within the boundaries of the
innovation zones. It would also cap the value of all tax credits
approved under the “Urban Transit Hub Tax Credit Act” at $1.5
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billion. Amendments to the bill require $150 million of these tax
credits to be set aside for qualified residential projects.

Suspension of the Non-Residential Development Fee
The Office of Legislative Services has determined that the
suspension of the non-residential development fee proposed by the bill

would result in an indeterminate revenue loss to the New Jersey
Affordable Housing Trust Fund and municipal governments. The
enactment of the bill would also result in a transfer of $15 million
from the State General Fund to the New Jersey Affordable Housing
Trust Fund. No specific revenue estimate is feasible due to the
unpredictable nature of the basis for the fee, ie., the extent and
location of new construction subject to the fee. This will vary from
year to year according to such factors as national and regional
economic conditions, local planning and zoning decisions, and the
impact of government development subsidies.

The OLS notes that the bill modifies the “Statewide Non-
Residential Development Fee Act” (N.J.S.A.40:55D-8.1 through
40:55D-8.7) to exempt property that received site plan approval from a
municipality or from the New Jersey Meadowlands Commission
before July 1, 2010 from the fee imposed by the act, provided that a
permit from the construction for the building is issued by the local
enforcing agency prior to July 1, 2011. The bill also amends the act to
halt the application of the fee to projects that have been referred to a
planning board by the State or by another public agency prior to July
1, 2010, also provided that a permit for the construction of the building
is issued by the local enforcing agency prior to July 1, 2011.
Municipalities will continue to be prohibited from imposing
obligations in non-residential development for the purposes of
providing affordable housing.

The OLS notes that, according to the New Jersey Comprehensive
Financial System, as of February 19, 2009, the State has collected
$919,381.31 in non-residential development fees. The Division of
Codes and Standards has indicated that municipalities under the
jurisdiction of the Council on Affordable Housing have collected
$12.9 million in non-residential development fees. Because the non-
residential development fee is paid at the time a certificate of
occupancy is issued, and any non-residential project must receive the
aforementioned approvals and review prior to the issuance of the
certificate of occupancy, the State and municipal governments may
have to refund all non-residential development fees that have been
collected prior to the effective date of the bill. The OLS notes that a
developer must submit a claim, for the return of any non-residential
development fees that have been paid, in writing to entity to which the
moneys were paid, within 120 days of the effective date of the bill.

The OLS notes that some municipalities have planned affordable
housing programs and projects in order to comply with the
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requirements imposed by the "Fair Housing Act," N.J.S.A.52:27D-301
et al., and have submitted their plans to the Council on Affordable
Housing. Those municipalities may have anticipated financing these
projects with grants or loans from the “New Jersey Affordable
Housing Trust Fund” or municipal development trust funds. The bill,
as amended, appropriates $15 million to the “New Jersey Affordable
Housing Trust Fund” from the General Fund, and permits the transfer
of a portion of the appropriation to the “Urban Housing Assistance
Fund,” established by N.J.S.A.52:27D-329.7. The bill empowers the
Commissioner of Community Affairs to grant awards or loans of the
monies appropriated to municipalities based on their anticipated use of
municipal development fee funds.

Institutions of Higher Education
The OLS notes that the bill may require public research

universities and State colleges to incur costs as they develop long-
range facilities plans on projects to be developed with State funds, or a
plan to establish a branch campus, serving at least 500 students, that is
located out of State. Municipalities that enter into a higher education
partnership agreement with an institution of higher education may
incur additional costs associated with the issuance of bonds.

Sales and Use Tax & TEFA Surcharge Relief

The OLS notes that sections of the bill that provide a seven year
exemption from the sales and use tax on their purchase and use of
energy and utility service and from the Transitional Energy Facility
Assessment (“TEFA”) unit rate surcharge will result in indeterminate
State revenue losses.




ASSEMBLY BUDGET COMMITTEE
STATEMENT TO

ASSEMBLY COMMITTEE SUBSTITUTE FOR
ASSEMBLY, No. 4048

STATE OF NEW JERSEY

DATED: JUNE 22, 2009

The Assembly Budget Committee reports favorably an Assembly
Committee Substitute for Assembly Bill No. 4048.

The committee substitute, entitled the “New Jersey Economic
Stimulus Act of 2009,” attempts to reinvigorate New Jersey’s
economy through: (1) an Economic Redevelopment and Growth Grant
program; (2) authorization for certain municipalities to impose special
taxes and surcharges to fund redevelopment activities and certain
programs; (3) expansion of transferability of tax credits under the New
Jersey Emerging Technology and Biotechnology Financial Assistance
Program and changes to the "Urban Transit Hub Tax Credit Act;" (4)
relief to certain developers otherwise subject to the “Statewide Non-
Residential Fee Act;” (5) grants to municipalities for affordable
housing; (6) changes to improve the financing of higher education
facilities in New Jersey; and (7) relief to certain manufacturing
companies taxes and surcharges on energy and utility services.

Economic Redevelopment and Growth Grant program:

Sections 3 through 18 of the committee substitute authorize State
and local incentive grants to developers in "qualifying economic
redevelopment and growth grant incentive areas." The incentive areas
include the Metropolitan and Suburban planning areas, centers
designated under the State Development and Redevelopment Plan,
transit villages, and federally owned land approved for closure under a
federal Base Realignment Closing Commission action. The program
will be especially useful for municipalities aiming to revitalize
particular communities, such as Bayonne, which is in a qualified
planning area and contains federally owned land approved for closure.
Projects in transit villages would not be eligible for State incentive
grants, but would be eligible for municipal (local) incentive grants.

The incentive grants are intended to help fill in project financing
gaps.

Those gaps represent a part of the total redevelopment project cost
for which the developer cannot find other financing. A developer
seeking an incentive grant is required to contribute its own capital for
at least 20 percent of the project total cost. The developer must also



certify that additional capital, after accounting for all loans and
investor capital, cannot be raised from other sources. Projects built
using incentive grants are encouraged to adhere to the green building
manual prepared by the Commissioner of Community Affairs pursuant
to section 1 of P.L.2007, c.132 (C.52:27D-130.6), regarding the use of
renewable energy, energy-efficient technology, and non-renewable
resources in order to reduce environmental degradation and encourage
long-term cost reduction.

The sources for the incentive grants are project revenues. In the
case of a State incentive grant, the New Jersey Economic
Development Authority (EDA), in consultation with the State
Treasurer, and the developer would enter into a redevelopment
incentive grant agreement, upon approval by municipal ordinance.
Under that agreement, up to 75% of the incremental increase,
compared to a base year, in State revenues that are directly realized
from businesses operating on the redevelopment project premises from
various taxes, including the hotel and motel occupancy fee
(N.J.S.A.54:32D-1), are pledged towards the State incentive grant.

In the case of a redevelopment incentive grant agreement between
a municipality and a developer, the municipality may pledge eligible
revenues to fund the incentive grant. Municipalities may pledge their
incremental revenue increases from payments in lieu of taxes under the
long or short term tax exemption laws, lease payments made to the
municipality by the developer or its successors, and property taxes.
Under the substitute, a municipality authorized to impose a motor
vehicle rental tax under the committee substitute may include those
revenues as an eligible revenue to fund the incentive grant. In
addition, a municipality that is currently authorized to impose payroll
taxes, parking taxes, admissions and sales taxes from the operation of
a public facility, or in which is located an urban enterprise zone may
pledge the incremental revenues collected from those sources to fund
the local incentive grant. Any increase in the property tax increment
that is not pledged toward a redevelopment incentive grant agreement
is required to be allocated proportionately to the county and to the
taxing districts that are part of the property’s total tax rate. A
municipality is authorized to establish a municipal public utility, for
accounting purposes, to receive the incremental revenues to be paid to
a developer that has been awarded a local incentive grant.

Under the committee substitute, a State and local redevelopment
incentive grant agreement can extend for up to 20 years; however, the
combined amount of the reimbursements cannot exceed 20 percent of
the total cost of the project, exclusive of publically-owned
infrastructure. Under the Economic Redevelopment and Growth Grant
program there must be a determination that the incremental revenues
to be realized from a redevelopment project will exceed the amount
needed to reimburse the developer for its project financing gap. The
EDA and other State agencies are authorized to provide credit



enhancement assistance to a developer, and many of the existing EDA
powers are made applicable to the purposes of the Economic
Redevelopment and Growth Grant program. The grant recipients
would pay for the administrative costs of the program through their
grant awards. The amendments clarify that, upon notice to and
consent by the EDA and State Treasurer, in the case of a State grant,
and by the municipality in the case of a local incentive grant, a
redevelopment incentive grant agreement may be assigned. In
addition, a developer is entitled to pledge its incentive grants, upon
filing with the EDA or the municipality, as appropriate.

The committee substitute states that following its enactment, new
revenue allocation districts will no longer be created, but instead, the
Economic Redevelopment and Growth Grant program will be utilized.

The committee substitute amends N.J.S.A.52:27D-479 to clarify
that the aggregate amount of the ratable increments in a revenue
allocation district are excluded when calculating the net valuation on
which both school and county taxes are apportioned. Currently, the
statute only mentions school district taxes.

Section 18 of the committee substitute would permit the Local
Finance Board in the Department of Community Affairs, the State
Treasurer, and the EDA to promulgate immediate rules, for up to 12-
months, to implement the Economic Redevelopment and Growth
Grant program.

Special taxes and surcharges:

Section 20 of the committee substitute authorizes municipalities
with a population over 100,000, hosting a commercial airport with
over 10 regularly scheduled commercial flights a day, to impose up to
a five percent tax on the rental fee of motor vehicles, excluding taxes
and surcharges, to fund eligible purposes, which mainly consist of
redevelopment plan activities. Under section 24 of the committee
substitute, a municipality may assign all or a portion of the proceeds of
those taxes to bonds issued in the same manner as bonds issued under
the “Local Redevelopment and Housing Law,” to finance eligible
purposes.

Section 28 of the committee substitute also allows cities of the
second class, excluding municipalities subject to the "Municipal
Rehabilitation and Economic Recovery Act," N.J.S.A.52:27BBB-1 et
al.), where a major place of amusement is located, to impose a
surcharge of an amount up to $2 on each admission charge that is
subject to the New Jersey sales tax and a $2 surcharge on parking for
that place of amusement. These revenues are required to be
appropriated for redevelopment purposes.



Expansion of certain business tax credits; biotechnology and “Urban
Transit Hub Tax Credit Act”:

Sections 29 and 30 of the committee substitute modify current law
to increase the transferability and amounts of the new or expanding
emerging technology and biotechnology companies research and
development tax credits in order to help those companies raise private

financial assistance.

Sections 31 through 35 of the committee substitute expand
eligibility, clarify qualifications, and limits certain provisions under
the “Urban Transit Hub Tax Credit Act” (UTHTCA). The UTHTCA
was enacted January 13, 2008 as a mechanism to catalyze economic
development. Under the current program, a business that makes a
certain level of capital investment in a qualified business facility
within an urban transit hub and that employs at least 250 people at the
facility may qualify for a tax credit equal to the qualified capital
investment, which credit must be taken over a 10-year period. The
credit may be applied against corporation business tax or insurance
premiums tax liability. The program also enables a tenant located in a
qualified business facility to take advantage of a similar credit if the
tenant occupies space in a qualified business facility that
proportionally represents at least a certain portion of the capital
investment in the facility and employs at least 250 persons in that
facility.

The committee substitute makes the following changes to the
urban transit hub tax credit program:

e Requires a business to demonstrate at the time of its application
that the State’s financial support of the proposed capital investment
in a qualified business facility will yield a net positive benefit to
both the State and the eligible municipality.

e Caps the value of all credits approved under the program at
$1,500,000,000.

e Provides that for a business applying before January 1, 2010, its
credit shall not be reduced if it relocates to an urban transit hub
from another location or locations in the same municipality.

e Allows the full-time employee requirement to be met by certain
types of contract workers who perform work at the qualified
business facility for at least 35 hours a week and allows out-of-
State residents working in New Jersey to be counted as “full time
employees.”

e Allows a business to use an affiliate to satisfy the employment or
capital investment requirements of the program.

o Expands the “urban transit hub” definition to include:

(1) property located within a 1/2 mile radius surrounding the mid

point of one of up-to-two underground light rail stations' platform

areas that are most proximate to an interstate rail station;



(2) property adjacent to, or connected by rail spur to, a freight rail
line if the business utilizes that freight line for loading and
unloading freight cars on trains; and

(3) all light rail stations.

Lowers the capital investment threshold from $75,000,000 to
$50,000,000 for an owner of a qualified business facility, and from
$50,000,000 to $17,500,000 for a tenant that occupies a leased area
of the qualified business.

Clarifies how tenant investment will be included in the capital
investment calculation for the qualified business facility, by
providing that the capital investment made by a tenant will be
included in the owner’s capital investment to the extent necessary
to meet the minimum capital investment threshold. Any capital
investment made by a tenant above this amount will be added to
the amount of tax credit the tenant is otherwise entitled to receive
based on its portion of the net leasable area in the qualified
business facility.

Allows up to three tenants to meet the 250 employee requirement
in the aggregate.

Precludes qualification for an urban transit hub tax credit based
upon capital investment and employment of full-time employees if
that capital investment or employment was the basis for an
InvestNJ Business Grant.

Relaxes the 10 percent Statewide full-time workforce reduction
trigger before the business suffers a mandatory forfeiture of an
annual tax credit by setting the trigger at 20 percent.

Expands the urban transit hub credit zones to include business
headquarters property that can become a qualified investment
facility within a one-mile-wide zone in a qualified municipality
under the "Municipal Rehabilitation and Economic Recovery Act."
Clarifies that S-corporations and limited liability corporations are
included as businesses that may be eligible to participate in the
program and clarifies that a tax credit is not to be applied against
individual New Jersey gross income tax liability. An individual
who is a holder of a credit may sell their credit, covering one or
more years, under the tax credit transfer certificate program for
consideration received by the business of not less than 75 percent
of the transferred credit amount.

Removes the provision that casino licensees cannot qualify for the
program.

Allows reduction of the credit by 20 percent if less than 200
employees are employed, even if a business relocates to an urban
transit hub from another location in the same municipality.
Changes the timing of the trigger for forfeiture of the credit so that
a business cannot reduce its workforce by more than 20 percent in
the last tax accounting or privilege period prior to approval, rather
than the greater of the two following periods: in the period prior to



approval or in the period prior to the enactment of the original
2007 legislation.

e Requires the New Jersey Economic Development Authority to set
standards to encourage green building.

¢ Adds mixed use component to definition of “qualified residential
project” for purpose of receiving a credit.

Non-residential development fee and affordable housing:

Sections 36 through 41 of the committee substitute exempt certain
property from the 2.5 percent development fee imposed by the
“Statewide Non-Residential Fee Act” (“act”) (N.J.S.A.40:55D-8.1
through 40:55D-8.7). The committee substitute modifies the definition
of a "qualified residential project" to include a mixed use project
consisting predominantly of residential units.  This committee
substitute modifies the act to exempt property that received site plan
approval from a municipality or from the New Jersey Meadowlands
Commission before July 1, 2010 from the fee imposed by the act,
provided that a permit for the construction of the building is issued by
the local enforcing agency prior to January 1, 2013. The committee
substitute also amends the act to halt application of the fee to projects
that have been referred to a planning board by the State or by another
public agency prior to July 1, 2010, also provided that a permit for the
‘construction of the building is issued by the local enforcing agency
prior to January 1, 2013. These amendments to the act are not
intended to change the provisions of N.J.S.A.40:55D-8.7, which void
and prohibit municipal ordinances that seek to impose obligations on
non-residential development for the purposes of providing affordable
housing. |

Under section 39 of the committee substitute, revenue from the
non-residential development fee imposed under P.L.2008, c.46, which
may have been deposited in the “New Jersey Affordable Housing
Trust Fund” or in municipalities’ municipal development trust funds,
shall be returned to a developer whose project meets the new
exemption under the committee substitute. In addition, section 40 of
the committee substitute provides that the portion of the municipal fair
share housing obligation which is derived from a particular non-
residential development will be reduced or eliminated if: (1) the
collection of fees under N.J.S.A.40:55D-8.1 through 40:55D-8.7 are
effectively suspended for a period of time under that act, and (2) there
are insufficient funds in the "New Jersey Affordable Housing Trust
Fund" or other State and federal programs, available to a municipality
to assist in the production of such housing units, as determined by the
Council on Affordable Housing, in consultation with the Department
of Community Affairs, within two years of the effective date of this
committee substitute.

Some municipalities have planned affordable housing programs
and projects in order to comply with the requirements imposed by the



"Fair Housing Act," N.J.S.A.52:27D-301 et al., and have submitted
their plans to the Council on Affordable Housing.  Those
municipalities may have anticipated financing these projects with
grants or loans from the “New Jersey Affordable Housing Trust Fund”
or municipal development trust funds. The committee substitute
provides a reimbursement mechanism for those developers who have
paid the development fee, but under the changes made to the act by the
committee substitute, would now be exempt from the imposition of the
fee.

Section 41 of the committee substitute appropriates $15 million to
the “New Jersey Affordable Housing Trust Fund” from the General
Fund, and permits the transfer of a portion of the appropriation to the
“Urban Housing Assistance Fund,” established by N.J.S.A.52:27D-
329.7. The substitute bill empowers the Commissioner of Community
Affairs to grant awards or loans of the monies appropriated to
municipalities based on their anticipated use of municipal development
fee funds. ’

Institutions of higher education:
Section 43 of the committee substitute permits a State college or

county college to enter into a contract with a private entity that allows
the private entity to assume full financial and administrative
responsibility for an on-campus construction project, provided that the
project is financed entirely by the private entity and the State or the
institution, as applicable, retains ownership of the land and any
building resulting from the project. The private entity will not be
subject to the procurement and contracting requirements applicable to
the institution of higher education, but will be subject to the applicable
provisions of the "New Jersey Prevailing Wage Act.”

Sections 47 through 49 of the committee substitute, are entitled the
“Higher Education Partnership Agreements Act.” These sections
permit a municipality to enter into a higher education partnership
agreement with an institution of higher education for the issuance of
bonds by the municipality, a county improvement authority, or a
redevelopment entity to finance a higher education project, in
accordance with rules promulgated by the Local Finance Board.

Sales and use tax and TEFA surcharge relief for energy and utility

services:

Sections 50 and 51 of the committee substitute provide to certain
large, energy-efficient audited manufacturing facilities producing
products from postconsumer materials, a seven year exemption from
the sales and use tax on their purchase and use of energy and utility
service and from the transitional energy facility assessment (“TEFA”)
unit rate surcharge.

These sections require that owners of eligible postconsumer
material manufacturing facilities will continue to pay the sale and use



tax and TEFA unit rate surcharge as the price of energy and utility
service is collected; the manufacturing facility owner will then file for
quarterly refunds of the sales and use tax and TEFA surcharge
allowable under the exemption.

These sections also provide that the tax refunds must be repaid by
the owner to the Director of the Division of Taxation in the
Department of the Treasury if the owner of a postconsumer material
manufacturing facility relocates the facility outside this State during
the exemption period. .

The substitute bill would take effect immediately; however,
sections 9 and 11, concerning entering into redevelopment incentive
grant agreements will remain inoperative until the first day of the third
month next following enactment, unless the Local Finance Board
determines an earlier operative date.

As reported, this substitute bill is identical to the Senate

Committee Substitute to Senate Bill No. 2299 (SCS).

FISCAL IMPACT:

Economic Redevelopment Growth and Grant Programs

The Office of Legislative Services (OLS) notes that the
establishment of the State Economic Redevelopment and Growth
Grant program could result in an indeterminate increase in State

expenditures. Any approved redevelopment incentive grants will be
funded by a portion of the increased incremental revenues, collected -
by the appropriate jurisdiction, that result from activities or business
operations that follow construction and completion of the project.
Pursuant to the bill, a redevelopment incentive grant agreement may
allow up to 75 percent of State or local incremental revenues to be
pledged toward the incentive grant. This is a new program for State
government; for municipalities, these grants are similar to
expenditures previously authorized under revenue allocation district
tax increment financing powers, but possibly involve a higher funding
level, with the potential inclusion of local taxes in the calculation of
local incremental revenues.

Special Taxes and Surcharges

The OLS estimates an indeterminate potential increase in
municipal revenue as a result of the imposition of a tax on the rental of
motor vehicles by certain municipalities. The OLS notes that there are
two municipalities that meet the qualifications for imposing the motor
vehicle rental tax (a population in excess of 100,000 and within which
is located a commercial airport which provides for a minimum of 10
regularly scheduled commercial airplane flights per day, or any
municipality in which any portion of such an airport is located): the
City of Elizabeth and the City of Newark. Pursuant to the bill, the tax



may only be added to the amount of the fee charged for the rental of
the motor vehicle and is limited to 5% of that fee.

According to information from the Port of Authority of New York
and New Jersey regarding the amount of revenues generated by car
rentals at Newark Liberty International Airport, car rental companies
on airport property collected $132.7 million in gross revenues through
the first nine months of fiscal year 2009 (July 1, 2008 to March 31,
2009). This is a decline of 7.6% from the same period for the previous
fiscal year. The OLS notes that revenue collections for the first three
months of calendar year 2009 are 20% less than revenues generated
during the first three months of fiscal year 2008. If this trend
continues into the fourth quarter of fiscal year 2009, the OLS estimates
that car rental companies will collect an estimated $173.1 million in
gross revenues in the current fiscal year, a decline of 10.6% from fiscal
year 2008. The OLS notes the data provided by the Port of Authority
are for gross revenues, and therefore may include other fees for car
rental and other charges that may be added by the rental company. If
90% ($155.8 million) of these revenues comprised rental fees subject
to the new surcharge, then a motor vehicle rental tax of 5% would
result in revenue collections of $8 million.

The OLS also estimates an indeterminate potential increase in
municipal revenue could result from the imposition by a municipality
of a surcharge on admission and parking fees at certain major places of
amusement. Preliminary research by the OLS suggests that the
Susquehanna Bank Center in Camden and the Sovereign Bank Arena
in Trenton are major places amusement at which the surcharges may
be imposed, except that Camden is excluded, while it remains subject
to the “Municipal Rehabilitation and Economic Recovery Act.” The
OLS notes that the Susquehanna Bank Center has 7,000 seats while
Sovereign Bank Arena can seat up to 10,500 persons and has 2,700
parking spaces. The surcharges would be distributed to each
municipality by the Division of Taxation, and must be offset with an
appropriation of an equal amount for economic development purposes.
Revenues raised by a surcharge on admission and parking fees at
certain major places of amusement may not be pledged toward
redevelopment incentive grant agreements.

Expansion of Certain Business Tax Credits

The substitute bill would increase the value of unused tax credits
that could be transferred by any corporation under the New Jersey
Emerging Technology and Biotechnology Financial Assistance
Program from $10 million to $15 million, while maintaining the $60
million annual cap on such transfers. The bill also makes various
revisions to the “Urban Transit Hub Tax Credit Act, including placing
a cap on the value of all tax credits at $1.5 billion. The bill also allows
for the transfer of transit hub tax credits, with the purchaser or
assignee subject to the same limitations and conditions as to the use of
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the credit by the original claimant. The bill further requires $150
million of these tax credits to be set aside for qualified residential
projects.

Suspension of the Non-Residential Development Fee

The OLS has determined that the suspension of the non-residential
development fee proposed by the bill would result in an indeterminate
revenue loss to the State’s New Jersey Affordable Housing Trust Fund

and municipal governments. No specific revenue estimate is feasible
due to the unpredictable nature of the basis for the fee, i.e., the extent
and location of new construction subject to the fee. The substitute bill
appropriates $15 million to the “New Jersey Affordable Housing Trust
Fund” from the General Fund, and permits the transfer of a portion of
the appropriation to the “Urban Housing Assistance Fund,” established
by N.J.S.A.52:27D-329.7 These funds can be used to reimburse
municipalities for fees that are required to be refunded to developers
pursuant to the provisions of the bill but that have already been spent
by municipalities.

The substitute bill modifies the “Statewide Non-Residential
Development Fee Act” (N.J.S.A.40:55D-8.1 through 40:55D-8.7) to
exempt property that received site plan approval from a municipality
or from the New Jersey Meadowlands Commission before July 1,
2010 from the fee imposed by the act, provided that a permit from the
construction for the building is issued by the local enforcing agency
prior to January 1, 2013. The bill also amends the act to halt
application of the fee to projects that have been referred to a planning
board by the State or by another public agency prior to July 1, 2010,
also provided that a permit for the construction of the building is
issued by the local enforcing agency prior to January 1, 2013.
Individual buildings within a nonresidential phased development that
received either preliminary or final approval prior to July 1, 2010,
provided that a permit for the construction of the building has been
issued prior to January 1, 2013 are also exempt from the fee.

The developer of a property that received preliminary site plan
approval, pursuant to section 34 of P.L.1975, c.291 (C40:55D-46),
final approval, pursuant to section 38 of P.L..1975, ¢.291 (C.40:55D-
50) prior to July 17, 2008 and the developer of any non-residential
project that prior to July 17, 2008 has been referred to a planning
board by the State, a governing body, or other public agency for
review pursuant to section 22 of P.L.1975, ¢.291 (C40:55D-31) and
that was subject to the payment of the non-residential development
fee, is entitled to a refund of any moneys paid. The committee
substitute also permits the developer of a non-residential project that
paid fee after July 17, 2008 to receive a refund if the committee
substitute does not permit the imposition of the fee upon the developer.
The OLS notes that a developer must submit a claim, for the return of
any non-residential development fees that have been paid, in writing to
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entity to which the moneys were paid, within 120 days of the effective
date of the bill. The OLS notes that, according to the New Jersey
Comprehensive Financial System, as of June 16, 2009, the State has
collected $1,373,659.32 in non-residential development fees. The
Division of Codes and Standards has indicated that municipalities
under the jurisdiction of the Council on Affordable Housing have
collected $12.9 million in non-residential development fees. No
information is available on the level of municipal expenditures from
these collections.

Institutions of Higher Education

The OLS notes that the substitute bill may require public research
universities and State colleges to incur costs as they develop long-
range facilities plans on projects to be developed with State funds, or a
plan to establish a branch campus, serving at least 500 students, that is
located out of State. There is no information available that enables the
agency to estimate these costs.

Sales and Use Tax & TEFA Surcharge Relief
The OLS notes that sections of the substitute bill that provide a
maximum seven year exemption from the sales and use tax on their

purchase and use of energy and utility service and from the
Transitional Energy Facility Assessment (“TEFA”) unit rate surcharge
could result in indeterminate State revenue losses. The agency cannot
quantify the annual revenue loss this legislation would impose on the
State, as the OLS cannot determine the number of manufacturers, if
any, meeting eligibility requirements. To qualify for the exemptions, a
manufacturer must make products from “postconsumer material”,
received service under an electric public utility rate schedule that
applied only to the owner of the facility on January 1, 2004; completed
a ‘“comprehensive energy audit” and employed, individually or
collectively with affiliated facilities, not less than 150 employees
within the State as on April 1, 2009. The OLS notes that energy prices
tend to fluctuate significantly, thereby complicating the generation of
any reliable estimate. Any revenue loss would occur over seven years,
reflecting the bill’s sunset provision. All taxes not collected due to
this exemption would have to be refunded by eligible taxpayers if the
facilities to which the exemptions pertain are relocated out of State
during the seven year exemption period.
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Synopsis: New Jersey Economic Stimulus Act of 2009; appropriates $15 million
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Economic Development Authority, institutions of higher education,
and municipalities.

Office of Legislative Services Estimate

Fiscallmpact  Yearl Yewrs . Years |
State Cost Indeterminate Potential Increase

State Revenue Indeterminate Potential Decrease

Local Revenue Potential Increases and Decreases — Indeterminate Net Impact

e The Office of Legislative Services (OLS) notes that the establishment of a State Economic
Redevelopment and Growth Grant program could result in an indeterminate increase in State
expenditures.

e The OLS further estimates an indeterminate loss of State and municipal revenue from the
temporary suspension of non-residential development fees , and an increase in State and
municipal expenditures from the requirement to refund such fees collected to date, and the
appropriation of $15 million in State funds for related purposes.

e The OLS estimates that an indeterminate potential increase in municipal revenue could result
from the authority to impose a tax on the rental of motor vehicles by certain municipalities
and that an indeterminate potential increase in municipal revenue could result from the
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authority to impose a surcharge on admissions and parking fees at certain major places of
amusement.

An indeterminate potential increase in municipal revenue may result from the ability of a
municipality, to whatever extent a redevelopment project is in an urban enterprise zone, to
collected the entire State sales tax rather than the 3.5 percent rate allowed by current law.

The Committee substitute would increase the value of unused tax credits that could be
transferred by any corporation under the New Jersey Emerging Technology and
Biotechnology Financial Assistance Program from $10 million to $15 million, and caps the
value of all tax credits approved under the “Urban Transit Hub Tax Credit Act” at $1.5
billion. The committee substitute further requires $150 million of these tax credits to be set
aside for qualified residential projects.

The OLS notes that the committee substitute may require public research universities and
State colleges to incur costs as they develop long-range facilities plans on projects. The
“Higher Education Partnership Agreements Act” permits a municipality to enter into a higher
education partnership agreement with a municipality with an institution of higher education
for the issuance of bonds by the municipality, a county improvement authority, or a
redevelopment entity to finance a higher education project. There is no information available
that enables the agency to estimate these costs.

The OLS notes that sections of the committee substitute that provide, to eligible
manufacturers, a maximum seven-year exemption from the sales and use tax on their
purchase and use of energy and utility service and from the Transitional Energy Facility
Assessment unit rate surcharge could result in indeterminate State revenue losses. The
agency cannot quantify the annual revenue loss this legislation would impose on the State, as
the OLS cannot determine the number of manufacturers, if any, meeting eligibility
requirements.

BILL DESCRIPTION

The Corrected Copy Assembly Committee Substitute for Assembly Bill No. 4048 of 2009

entitled the “New Jersey Economic Stimulus Act of 2009,” attempts to reinvigorate New Jersey’s
economy through (1) an Economic Redevelopment and Growth Grant program, (2) authorization
for certain municipalities to impose special taxes and surcharges to fund redevelopment activities
and certain programs, (3) expansion of the transferability of tax credits under the New Jersey
Emerging Technology and Biotechnology Financial Assistance Program and changes to the
“Urban Transit Hub Tax Credit Act,” (4) relief to certain developers otherwise subject to the
“Statewide Non-residential Development Fee Act,” (5) grants to municipalities for affordable—
housing, (6) changes to improve the financing of higher education facilities in New Jersey, and
(7) relief to certain manufacturing companies taxes and surcharges on energy and utility services.
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FISCAL ANALYSIS

EXECUTIVE BRANCH
None received.
OFFICE OF LEGISLATIVE SERVICES
Economic Redevelopment Growth and Grant Programs

The OLS notes that the establishment of the State Economic Redevelopment and Growth
Grant program could result in an indeterminate increase in State expenditures. Any approved

redevelopment incentive grants will be funded by a portion of the increased incremental
revenues, collected by the appropriate jurisdiction, that result from activities or business
operations that follow construction and completion of the project. Pursuant to the committee
substitute, a redevelopment incentive grant agreement may allow up to 75 percent of State or
local incremental revenues to be pledged toward the incentive grant. This is a new program for
State government; for municipalities, these grants are similar to expenditures previously
authorized under revenue allocation district tax increment financing powers, but possibly involve
a higher funding level, with the potential inclusion of local taxes in the calculation of local
incremental revenues.

Special Taxes and Surcharges
The OLS estimates an indeterminate potential increase in municipal revenue as a result of the

imposition of a tax on the rental of motor vehicles by certain municipalities. The OLS notes that
there are two municipalities that meet the qualifications for imposing the motor vehicle rental tax
(a population in excess of 100,000 and within which is located a commercial airport which
provides for a minimum of 10 regularly scheduled commercial airplane flights per day, or any
municipality in which any portion of such an airport is located): the City of Elizabeth and the
City of Newark. Pursuant to the committee substitute, the tax may only be added to the amount
of the fee charged for the rental of the motor vehicle and is limited to 5 percent of that fee.

According to information from the Port of Authority of New York and New Jersey regarding
the amount of revenues generated by car rentals at Newark Liberty International Airport, car
rental companies on airport property collected $132.7 million in gross revenues through the first
nine months of fiscal year 2009 (July 1, 2008 to March 31, 2009). This is a decline of 7.6
percent from the same period for the previous fiscal year. The OLS notes that revenue
collections for the first three months of calendar year 2009 are 20 percent less than revenues
collected during the first three months of fiscal year 2008. If this trend continues into the fourth
quarter of fiscal year 2009, the OLS estimates that car rental companies will collect an estimated
$173.1 million in gross revenues in the current fiscal year, a decline of 10.6 percent from fiscal
year 2008. The OLS notes the data provided by the Port of Authority are for gross revenues, and
therefore may include other fees for car rental and other charges that may be added by the rental
company. If 90 percent ($155.8 million) of these revenues comprised rental fees subject to the
new surcharge, then a motor vehicle rental tax of 5 percent would result in revenue collections of
$8 million.

The OLS also estimates that an indeterminate potential increase in municipal revenue could
result from the imposition by a municipality of a surcharge on admission and parking fees at
certain major places of amusement. Preliminary research by the OLS suggests that the
Susquehanna Bank Center in Camden and the Sovereign Bank Arena in Trenton are major places
amusement at which the surcharges may be imposed, except that Camden is excluded while it
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remains subject to the “Municipal Rehabilitation and Economic Recovery Act.” The OLS notes
that the Susquehanna Bank Center has 7,000 seats while Sovereign Bank Arena can seat up to
10,500 persons and has 2,700 parking spaces. The surcharges would be distributed to the
municipality that imposed it by the Division of Taxation, and must be offset with an
appropriation of an equal amount for economic development purposes. Revenues raised by a
surcharge on admission and parking fees at certain major places of amusement may not be
pledged toward redevelopment incentive grant agreements.

Expansion of Certain Business Tax Credits

The committee substitute would increase the value of unused tax credits that could be
transferred by any corporation under the New Jersey Emerging Technology and Biotechnology
Financial Assistance Program from $10 million to $15 million, while maintaining the $60
million annual cap on such transfers. The committee substitute also makes various revisions to
the “Urban Transit Hub Tax Credit Act,” including placing a cap on the value of all tax credits at
$1.5 billion. The committee substitute also allows for the transfer of transit hub tax credits, with
the purchaser or assignee subject to the same limitations and conditions as to the use of the credit
by the original claimant. The committee substitute further requires $150 million of these tax
credits to be set aside for qualified residential projects.

Suspension of the Non-Residential Development Fee

The OLS has determined that the suspension of the non-residential development fee proposed
by the committee substitute would result in an indeterminate revenue loss to the State’s “New
Jersey Affordable Housing Trust Fund” and municipal governments. No specific revenue
estimate is feasible due to the unpredictable nature of the basis for the fee, i.e., the extent and
location of new construction subject to the fee. The committee substitute appropriates $15
million to the “New Jersey Affordable Housing Trust Fund” from the General Fund, and permits
the transfer of a portion of the appropriation to the “Urban Housing Assistance Fund,”
established by N.J.S.A.52:27D-329.7 These funds can be used to reimburse municipalities for
fees that are required to be refunded to developers, pursuant to the provisions of the committee
substitute, but that have already been spent by municipalities.

The committee substitute modifies the “Statewide Non-Residential Development Fee Act”
(N.J.S.A.40:55D-8.1 through 40:55D-8.7) to exempt property that received site plan approval
from a municipality or from the New Jersey Meadowlands Commission before July 1, 2010 from
the fee imposed by the act, provided that a permit for the construction of the building is issued by
the local enforcing agency prior to January 1, 2013. The committee substitute also amends the
act to halt application of the fee to projects that have been referred to a planning board by the
State or by another public agency prior to July 1, 2010, also provided that a permit for the
construction of the building is issued by the local enforcing agency prior to January 1, 2013.
Individual buildings within a nonresidential phased development that received either preliminary
or final approval prior to July 1, 2010, provided that a permit for the construction of the building
has been issued prior to January 1, 2013, are also exempt from the fee.

The developer of a property that received preliminary site plan approval pursuant to section
34 of P.L.1975, ¢.291 (C40:55D-46), or final approval pursuant to N.J.S.A.40:55D-50 prior to
July 17, 2008, and the developer of any non-residential project that prior to July 17, 2008 has
been referred to a planning board by the State, a governing body, or other public agency for
review pursuant to N.J.S.A.40:55D-31 and that was subject to the payment of the non-residential
development fee, is entitled to a refund of any moneys paid. The committee substitute also
permits the developer of a non-residential project that paid fee after July 17, 2008 to receive a
refund if the committee substitute does not permit the imposition of the fee upon the developer.
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The OLS notes that a developer must submit a claim, for the return of any non-residential
development fees that have been paid, in writing to entity to which the moneys were paid, within
120 days of the effective date of the committee substitute. The OLS notes that, according to the
New Jersey Comprehensive Financial System, as of June 16, 2009, the State has collected
$1,373,659.32 in non-residential development fees. The Division of Codes and Standards has
indicated that municipalities under the jurisdiction of the Council on Affordable Housing have
collected $12.9 million in non-residential development fees. No information is available on the
level of municipal expenditures from these collections.

Institutions of Higher Education

The OLS notes that the committee substitute may require public research universities and
State colleges to incur costs as they develop long-range facilities plans on projects. The “Higher
Education Partnership Agreements Act” permits a municipality to enter into a higher education
partnership agreement with a municipality with an institution of higher education for the
issuance of bonds by the municipality, a county improvement authority, or a redevelopment
entity to finance a higher education project. There is no information available that enables the
agency to estimate these costs.

Sales and Use Tax & TEFA Surcharge Relief
The OLS notes that sections of the committee substitute that provide a maximum seven year

exemption from the sales and use tax on their purchase and use of energy and utility service and
from the Transitional Energy Facility Assessment unit rate surcharge could result in
indeterminate State revenue losses. The OLS cannot quantify the annual revenue loss this
legislation would impose on the State, as it cannot determine the number of manufacturers, if
any, meeting eligibility requirements. To qualify for the exemptions, a manufacturer must make
products from “postconsumer material”; received service under an electric public utility rate
schedule that applied only to the owner of the facility on January 1, 2004; completed a
“comprehensive energy audit” and employed, individually or collectively with affiliated
facilities, not less than 150 employees within the State as on April 1, 2009. The OLS notes that
energy prices tend to fluctuate significantly, thereby complicating the generation of any reliable
estimate. Any revenue loss would occur over seven years, reflecting the committee substitute’s
sunset provision. All taxes not collected due to this exemption would have to be refunded by
eligible taxpayers if the facilities to which the exemptions pertain are relocated out of State
during the seven year exemption period.

Section: Local Government

Analyst: Scott A. Brodsky
Associate Fiscal Analyst

Approved: David J. Rosen
Legislative Budget and Finance Officer

This fiscal estimate has been prepared pursuant to P.L.1980, c.67 (C. 52:13B-1 et seq.).
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local improvement authorized under this section as one
improvement.

28. (New section) Whenever a municipality issues bonds in
accordance with the “Redevelopment Area Bond Financing Law,”
sections 1 through 10 of P.L.2001, ¢.310 (C.40A:12A-64 et seq.), or
a municipality applies to an authority to issue bonds pursuant to that
law, the municipality by ordinance may cause local improvements
to be undertaken, or otherwise agree to acknowledge the
undertaking of local improvements by or on behalf of a redeveloper,
pursuant to the powers granted under R.S.40:56-1 et seq., including
section 27 of P.L. ,c. (C. ) (pending before the Legislature
as this bill).

29. The following sections of law are repealed:

Sections 22 through 24 of P.L.2001, c.310 (C.52:27D-470
through 52:27D-472); and

Section 29 of P.L.2001, ¢.310 (C.52:27D-477).

30. This act shall take effect immediately.

SPOPDSORS  STATEMENT

The first part of this bill amends the "Revenue Allocation
District Financing Act," N.J.S.A.52:27D-459 et seq., by increasing
the revenue sources available for use in a revenue allocation
district, clarifying and confirming that revenue allocation district
financing is available in areas in need of rehabilitation, and
streamlining the procedures for the approval and implementation of
a revenue allocation district. This bill also amends the "Local
Redevelopment and Housing Law," N.J.S.A.40A:12A-1 et seq., to
broaden the criteria for determining an area to be in need of
rehabilitation, thus broadening the areas of the urban core and older
suburban ring which are eligible to utilize revenue allocation
district financing.

The second part of this bill amends the "Redevelopment Area
Bond Financing Law," N.J.S.A.40A:12A-64 et seq., (the “RAB
law™), to provide that county improvement authorities and certain
other instrumentalities created by State law may issue bonds under
the “RAB law.” The bill also amends the definition of
“redevelopment” under the “RAB law” to specifically encompass
within that term the remediation of landfills or other contaminated
property and the construction, enhancement or mitigation of
wetlands impacted by a redevelopment project. The bill also
clarifies various provisions of the “RAB law” in order to make the
issuance of bonds under the “RAB law” acceptable to the
marketplace.
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The bill allows the assignments for the benefit of bondholders
that are currently authorized under the “RAB law” to provide that
State entity redevelopers may utilize bond proceeds to pay the costs
of a redevelopment project. The bill provides that whenever there
is an absolute assignment of the payments in lieu of taxes or special
assessments as payment or security for the bonds, then the trustee is
empowered to conduct a tax sale of the land or improvements to
satisfy delinquencies and to issue tax sale certificates.

The bill removes certain bankruptcy concerns from the “RAB
law” by ensuring that a payment in lieu of tax agreement would
survive the bankruptcy of a property owner and therefore provide a
continuing stream of revenue to pay debt service on “RAB law”
bonds.

Additionally, for State entity redevelopment projects, the bill
ensures that any State entity owner of property would not lose
ownership rights under a “RAB law” bond. The bill also modifies
the bond estoppel provisions under the “RAB law” in order to
provide certainty for the bond marketplace.

Finally, the bill authorizes the use of the special assessment for
local improvement law, N.J.S.A.40:56-1 et seq., for environmental
cleanup work and clarifies that local improvements and special
assessments under that law may be undertaken by or on behalf of a
redeveloper when “RAB law” bonds are issued.



SENATE ECONOMIC GROWTH COMMITTEE
STATEMENT TO

SENATE COMMITTEE SUBSTITUTE FOR
SENATE, No. 2299

STATE OF NEW JERSEY

DATED: NOVEMBER 24, 2008

The Senate Economic Growth Committee reports favorably a
Senate Committee Substitute for Senate Bill No. 2299.

The committee substitute amends the "Revenue Allocation District
Financing Act,” N.J.S.A.52:27D-459 et seq., by increasing the revenue
sources available for use in a revenue allocation district (“RAD”),
allowing revenue allocation district financing in areas in need of
rehabilitation, and streamlining the procedures for the approval and
implementation of a revenue allocation district. The committee
substitute: 1) expands the types of revenue that a municipality could
collect within a RAD, in order to perform debt service on RAD bonds;
2) permits a municipality within an Urban Enterprise Zone (“UEZ”) to
remove a portion of its UEZ from the UEZ tax incentive program and
retain its full sales tax revenue to back RAD bonds; and 3) eliminates
the requirement that a municipality submit a preliminary RAD plan to
the Local Finance Board (“LFB”) in the Department of Community
Affairs.

The committee substitute amends the "Local Redevelopment and
Housing Law," N.J.S.A.40A:12A-1 et seq., to broaden the criteria for
determining an area to be in need of rehabilitation, thus broadening the
areas of the urban core and older suburban ring which are eligible to
utilize revenue allocation district financing.

The committee substitute amends the "Redevelopment Area Bond
Financing Law," N.J.S.A.40A:12A-64 et seq., (the “RAB law”™), to
provide that county improvement authorities and certain other
instrumentalities created by State law may issue bonds under the
“RAB law” and amends the definition of “redevelopment” under the
“RAB law” to specifically encompass within that term the remediation
of landfills or other contaminated property and the construction,
enhancement or mitigation of wetlands impacted by a redevelopment
project. The committee substitute: 1) clarifies various provisions of
the “RAB law” in order to make the issuance of bonds under the
“RAB law” acceptable to the marketplace; 2) allows the assignments
for the benefit of bondholders that are currently authorized under the
“RAB law” to provide that State entity redevelopers may utilize bond
proceeds to pay the costs of a redevelopment project; 3) provides that



whenever there is an absolute assignment of the payments in lieu of
taxes or special assessments as payment or security for the bonds, then
the trustee is empowered to conduct a tax sale of the land or
improvements to satisfy delinquencies and to issue tax sale
certificates; 4) removes certain bankruptcy concerns from the “RAB
law” by ensuring that a payment in lieu of tax agreement would
survive the bankruptcy of a property owner and therefore provide a
continuing stream of revenue to pay debt service on “RAB law”
bonds; 5) adds abandoned property to the types of property eligible for
“RAB law” financing; and 6) modifies the bond estoppel provisions
under the “RAB law” in order to provide certainty for the bond
marketplace.

The committee substitute authorizes the use of the special
assessment for local improvement law, N.J.S.A.40:56-1 et seq., for
environmental cleanup work and clarifies that local improvements and
special assessments under that law may be undertaken by or on behalf
of a redeveloper when “RAB law” bonds are issued.

The committee substitute amends the "Small New Jersey-based
High-Technology Business Investment Tax Credit Act,"
N.J.S.A.54:10A-5.28 et seq. to suspend the $500,000 cap and provide
for a 100% corporate business tax credit for a period of three years
going forward.

The committee substitute authorizes municipalities with a
population over 100,000 hosting a commercial airport with over 10
regularly scheduled commercial flights a day to impose an up to 5 %
tax on the rental fee of motor vehicles to fund redevelopment plan
activities.

The committee substitute allows cities of the 2nd class where a
major place of amusement is located to impose a surcharge of an
amount up to $2 on each admission charge that is subject to the New
Jersey sales tax and a $2 surcharge on parking for that place of
amusement.

Finally, the committee substitute allows a municipality, as defined
in the substitute bill, and an institution of higher education to enter into
a higher education partnership agreement for the development of a
higher education project. The LFB is to promulgate rules modeled
after the procedures and protections set forth in the “RAB law” in
order to effectuate the purposes of this agreement.



SENATE BUDGET AND APPROPRIATIONS COMMITTEE
STATEMENT TO
SENATE COMMITTEE SUBSTITUTE FOR

SENATE COMMITTEE SUBSTITUTE FOR
SENATE, No. 2299

STATE OF NEW JERSEY

DATED: JUNE 22, 2009

The Senate Budget and Appropriations Committee reports
favorably the Senate Committee Substitute to Senate Bill No. 2299
(SCS).

The committee substitute, entitled the “New Jersey Economic
Stimulus Act of 2009,” attempts to reinvigorate New Jersey’s
economy through: (1) an Economic Redevelopment and Growth Grant
program; (2) authorization for certain municipalities to impose special
taxes and surcharges to fund redevelopment activities and certain
programs; (3) expansion of transferability of tax credits under the New
Jersey Emerging Technology and Biotechnology Financial Assistance
Program and changes to the "Urban Transit Hub Tax Credit Act;" (4)
relief to certain developers otherwise subject to the “Statewide Non-
Residential Fee Act;” (5) grants to municipalities for affordable
housing; (6) changes to improve the financing of higher education
facilities in New Jersey; and (7) relief to certain manufacturing
companies taxes and surcharges on energy and utility services.

Economic Redevelopment and Growth Grant program:

Sections 3 through 18 of the committee substitute authorize State
and local incentive grants to developers in "qualifying economic
redevelopment and growth grant incentive areas." The incentive areas
include the Metropolitan and Suburban planning areas, centers
designated under the State Development and Redevelopment Plan,
transit villages, and federally owned land approved for closure under a
federal Base Realignment Closing Commission action. The program
will be especially useful for municipalities aiming to revitalize
particular communities, such as Bayonne, which is in a qualified
planning area and contains federally owned land approved for closure.
Projects in transit villages would not be eligible for State incentive
grants, but would be eligible for municipal (local) incentive grants.

The incentive grants are intended to help fill in project financing

gaps.



Those gaps represent a part of the total redevelopment project cost
for which the developer cannot find other financing. A developer
seeking an incentive grant is required to contribute its own capital for
at least 20 percent of the project total cost. The developer must also
certify that additional capital, after accounting for all loans and
investor capital, cannot be raised from other sources. Projects built
using incentive grants are encouraged to adhere to the green building
manual prepared by the Commissioner of Community Affairs pursuant
to section 1 of P.L..2007, c.132 (C.52:27D-130.6), regarding the use of
renewable energy, energy-efficient technology, and non-renewable
resources in order to reduce environmental degradation and encourage
long-term cost reduction.

The sources for the incentive grants are project revenues. In the
case of a State incentive grant, the New Jersey Economic
Development  Authority (EDA), in consultation with the State
Treasurer, and the developer would enter into a redevelopment
incentive grant agreement, upon approval by municipal ordinance.
Under that agreement, up to 75% of the incremental increase,
compared to a base year, in State revenues that are directly realized
from businesses operating on the redevelopment project premises from
various taxes, including the hotel and motel occupancy fee
(N.J.S.A.54:32D-1), are pledged towards the State incentive grant.

In the case of a redevelopment incentive grant agreement between
a municipality and a developer, the municipality may pledge eligible
revenues to fund the incentive grant. Municipalities may pledge their
incremental revenue increases from payments in lieu of taxes under the
long or short term tax exemption laws, lease payments made to the
municipality by the developer or its successors, and property taxes.
Under the substitute, a municipality authorized to impose a motor
vehicle rental tax under the committee substitute may include those
revenues as an eligible revenue to fund the incentive grant. In
addition, a municipality that is currently authorized to impose payroll
taxes, parking taxes, admissions and sales taxes from the operation of
a public facility, or in which is located an urban enterprise zone may
pledge the incremental revenues collected from those sources to fund
the local incentive grant. Any increase in the property tax increment
that is not pledged toward a redevelopment incentive grant agreement
is required to be allocated proportionately to the county and to the
taxing districts that are part of the property’s total tax rate. A
municipality is authorized to establish a municipal public utility, for
accounting purposes, to receive the incremental revenues to be paid to
a developer that has been awarded a local incentive grant.

Under the committee substitute, a State and local redevelopment
incentive grant agreement can extend for up to 20 years; however, the
combined amount of the reimbursements cannot exceed 20 percent of
the total cost of the project, exclusive of publically-owned
infrastructure. Under the Economic Redevelopment and Growth Grant



program there must be a determination that the incremental revenues
to be realized from a redevelopment project will exceed the amount
needed to reimburse the developer for its project financing gap. The
EDA and other State agencies are authorized to provide credit
enhancement assistance to a developer, and many of the existing EDA
powers are made applicable to the purposes of the Economic
Redevelopment and Growth Grant program. The grant recipients
would pay for the administrative costs of the program through their
grant awards. The amendments clarify that, upon notice to and
consent by the EDA and State Treasurer, in the case of a State grant,
and by the municipality in the case of a local incentive grant, a
redevelopment incentive grant agreement may be assigned. In
addition, a developer is entitled to pledge its incentive grants, upon
filing with the EDA or the municipality, as appropriate.

The committee substitute states that following its enactment, new
revenue allocation districts will no longer be created, but instead, the
Economic Redevelopment and Growth Grant program will be utilized.

The committee substitute amends N.J.S.A.52:27D-479 to clarify
that the aggregate amount of the ratable increments in a revenue
allocation district are excluded when calculating the net valuation on
which both school and county taxes are apportioned. Currently, the
statute only mentions school district taxes.

Section 18 of the committee substitute would permit the Local
Finance Board in the Department of Community Affairs, the State
Treasurer, and the EDA to promulgate immediate rules, for up to 12-
months, to implement the Economic Redevelopment and Growth
Grant program.

Special taxes and surcharges:

Section 20 of the committee substitute authorizes municipalities
with a population over 100,000, hosting a commercial airport with
over 10 regularly scheduled commercial flights a day, to impose up to
a five percent tax on the rental fee of motor vehicles, excluding taxes
and surcharges, to fund eligible purposes, which mainly consist of
redevelopment plan activities. Under section 24 of the committee
substitute, a municipality may assign all or a portion of the proceeds of
those taxes to bonds issued in the same manner as bonds issued under
the “Local Redevelopment and Housing Law,” to finance eligible
purposes.

Section 28 of the committee substitute also allows cities of the
second class, excluding municipalities subject to the "Municipal
Rehabilitation and Economic Recovery Act," N.J.S.A.52:27BBB-1 et
al.), where a major place of amusement is located, to impose a
surcharge of an amount up to $2 on each admission charge that is
subject to the New Jersey sales tax and a $2 surcharge on parking for
that place of amusement. These revenues are required to be
appropriated for redevelopment purposes.



Expansion of certain business tax credits; biotechnology and ‘“Urban
Transit Hub Tax Credit Act”:

Sections 29 and 30 of the committee substitute modify current law
to increase the transferability and amounts of the new or expanding

emerging technology and biotechnology companies research and

development tax credits in order to help those companies raise private

financial assistance.

Sections 31 through 35 of the committee substitute expand
eligibility, clarify qualifications, and limits certain provisions under
the “Urban Transit Hub Tax Credit Act” (UTHTCA). The UTHTCA
was enacted Janunary 13, 2008 as a mechanism to catalyze economic
development. Under the current program, a business that makes a
certain level of capital investment in a qualified business facility
within an urban transit hub and that employs at least 250 people at the
facility may qualify for a tax credit equal to the qualified capital
investment, which credit must be taken over a 10-year period. The
credit may be applied against corporation business tax or insurance
premiums tax liability. The program also enables a tenant located in a
qualified business facility to take advantage of a similar credit if the
tenant occupies space in a qualified business facility that
proportionally represents at least a certain portion of the capital
investment in the facility and employs at least 250 persons in that
facility.

The committee substitute makes the following changes to the
urban transit hub tax credit program:

e Requires a business to demonstrate at the time of its application
that the State’s financial support of the proposed capital investment
in a qualified business facility will yield a net positive benefit to
both the State and the eligible municipality.

e Caps the value of all credits approved under the program at
$1,500,000,000.

e Provides that for a business applying before January 1, 2010, its
credit shall not be reduced if it relocates to an urban transit hub
from another location or locations in the same municipality.

e Allows the full-time employee requirement to be met by certain
types of contract workers who perform work at the qualified
business facility for at least 35 hours a week and allows out-of-
State residents working in New Jersey to be counted as “full time
employees.”

e Allows a business to use an affiliate to satistfy the employment or
capital investment requirements of the program.

e Expands the “urban transit hub” definition to include:

(1) property located within a 1/2 mile radius surrounding the mid

point of one of up-to-two underground light rail stations' platform

areas that are most proximate to an interstate rail station;



(2) property adjacent to, or connected by rail spur to, a freight rail
line if the business utilizes that freight line for loading and
unloading freight cars on trains; and

(3) all light rail stations.

Lowers the capital investment threshold from $75,000,000 to
$50,000,000 for an owner of a qualified business facility, and from
$50,000,000 to $17,500,000 for a tenant that occupies a leased area
of the qualified business.

Clarifies how tenant investment will be included in the capital
investment calculation for the qualified business facility, by
providing that the capital investment made by a tenant will be
included in the owner’s capital investment to the extent necessary
to meet the minimum capital investment threshold. . Any capital
investment made by a tenant above this amount will be added to
the amount of tax credit the tenant is otherwise entitled to receive
based on its portion of the net leasable area in the qualified
business facility.

Allows up to three tenants to meet the 250 employee requirement
in the aggregate.

Precludes qualification for an urban transit hub tax credit based
upon capital investment and employment of full-time employees if
that capital investment or employment was the basis for an
InvestNJ Business Grant.

Relaxes the 10 percent Statewide full-time workforce reduction
trigger before the business suffers a mandatory forfeiture of an
annual tax credit by setting the trigger at 20 percent.

Expands the urban transit hub credit zones to include business
headquarters property that can become a qualified investment
facility within a one-mile-wide zone in a qualified municipality
under the "Municipal Rehabilitation and Economic Recovery Act."
Clarifies that S-corporations and limited liability corporations are
included as businesses that may be eligible to participate in the
program and clarifies that a tax credit is not to be applied against
individual New Jersey gross income tax liability. An individual
who is a holder of a credit may sell their credit, covering one or
more years, under the tax credit transfer certificate program for
consideration received by the business of not less than 75 percent
of the transferred credit amount.

Removes the provision that casino licensees cannot qualify for the
program.

Allows reduction of the credit by 20 percent if less than 200
employees are employed, even if a business relocates to an urban
transit hub from another location in the same municipality.
Changes the timing of the trigger for forfeiture of the credit so that
a business cannot reduce its workforce by more than 20 percent in
the last tax accounting or privilege period prior to approval, rather
than the greater of the two following periods: in the period prior to



approval or in the period prior to the enactment of the original
2007 legislation.

e Requires the New Jersey Economic Development Authority to set
standards to encourage green building.

e Adds mixed use component to definition of “qualified residential
project” for purpose of receiving a credit.

Non-residential development fee and affordable housing:

Sections 36 through 41 of the committee substitute exempt certain
property from the 2.5 percent development fee imposed by the
“Statewide Non-Residential Fee Act” (“act”) (N.J.S.A.40:55D-8.1
through 40:55D-8.7). The committee substitute modifies the definition
of a "qualified residential project" to include a mixed use project
consisting predominantly of residential units.  This committee
substitute modifies the act to exempt property that received site plan
approval from a municipality or from the New Jersey Meadowlands
Commission before July 1, 2010 from the fee imposed by the act,
provided that a permit for the construction of the building is issued by
the local enforcing agency prior to January 1, 2013. The committee
substitute also amends the act to halt application of the fee to projects
that have been referred to a planning board by the State or by another
public agency prior to July 1, 2010, also provided that a permit for the
construction of the building is issued by the local enforcing agency
prior to January 1, 2013. These amendments to the act are not
intended to change the provisions of N.J.S.A.40:55D-8.7, which void
and prohibit municipal ordinances that seek to impose obligations on
non-residential development for the purposes of providing affordable
housing.

Under section 39 of the committee substitute, revenue from the
non-residential development fee imposed under P.L.2008, c.46, which
may have been deposited in the “New Jersey Affordable Housing
Trust Fund” or in municipalities’ municipal development trust funds,
shall be returned to a developer whose project meets the new
exemption under the committee substitute. In addition, section 40 of
the committee substitute provides that the portion of the municipal fair
share housing obligation which is derived from a particular non-
residential development will be reduced or eliminated if: (1) the
collection of fees under N.J.S.A.40:55D-8.1 through 40:55D-8.7 are
effectively suspended for a period of time under that act, and (2) there
are insufficient funds in the "New Jersey Affordable Housing Trust
Fund" or other State and federal programs, available to a municipality
to assist in the production of such housing units, as determined by the
Council on Affordable Housing, in consultation with the Department
of Community Affairs, within two years of the effective date of this
committee substitute.

Some municipalities have planned affordable housing programs
and projects in order to comply with the requirements imposed by the



"Fair Housing Act," N.J.S.A.52:27D-301 et al., and have submitted
their plans to the Council on Affordable Housing.  Those
municipalities may have anticipated financing these projects with
grants or loans from the “New Jersey Affordable Housing Trust Fund”
or municipal development trust funds. The committee substitute
provides a reimbursement mechanism for those developers who have
paid the development fee, but under the changes made to the act by the
committee substitute, would now be exempt from the imposition of the
fee.

Section 41 of the committee substitute appropriates $15 million to
the “New Jersey Affordable Housing Trust Fund” from the General
Fund, and permits the transfer of a portion of the appropriation to the
“Urban Housing Assistance Fund,” established by N.J.S.A.52:27D-
329.7. The substitute bill empowers the Commissioner of Community
Affairs to grant awards or loans of the monies appropriated to
municipalities based on their anticipated use of municipal development
fee funds.

Institutions of higher education:
Section 43 of the committee substitute permits a State college or

county college to enter into a contract with a private entity that allows
the private entity to assume full financial and administrative
‘responsibility for an on-campus construction project, provided that the
project is financed entirely by the private entity and the State or the
institution, as applicable, retains ownership of the land and any
building resulting from the project. The private entity will not be
subject to the procurement and contracting requirements applicable to
the institution of higher education, but will be subject to the applicable
provisions of the "New Jersey Prevailing Wage Act.”

Sections 47 through 49 of the committee substitute, are entitled the
“Higher Education Partnership Agreements Act.” These sections
‘permit a municipality to enter into a higher education partnership
agreement with an institution of higher education for the issuance of
bonds by the municipality, a county improvement authority, or a
redevelopment entity to finance a higher education project, in
accordance with rules promulgated by the Local Finance Board.

Sales and use tax and TEFA surcharge relief for energy and utility

services:

Sections 50 and 51 of the committee substitute provide to certain
large, energy-efficient audited manufacturing facilities producing
products from postconsumer materials, a seven year exemption from
the sales and use tax on their purchase and use of energy and utility
service and from the transitional energy facility assessment (“TEFA”)
unit rate surcharge.

These sections require that owners of eligible postconsumer
material manufacturing facilities will continue to pay the sale and use



tax and TEFA unit rate surcharge as the price of energy and utility
service is collected; the manufacturing facility owner will then file for
quarterly refunds of the sales and use tax and TEFA surcharge
allowable under the exemption.

These sections also provide that the tax refunds must be repaid by
the owner to the Director of the Division of Taxation in the
Department of the Treasury if the owner of a postconsumer material
manufacturing facility relocates the facility outside this State during
the exemption period.

The substitute bill would take effect immediately; however,
sections 9 and 11, concerning entering into redevelopment incentive
grant agreements will remain inoperative until the first day of the third
month next following enactment, unless the Local Finance Board
determines an earlier operative date.

As reported, this substitute bill is identical to Assembly Bill No.
4048 (1R).

FISCAL IMPACT:

Economic Redevelopment Growth and Grant Programs

The Office of Legislative Services (OLS) notes that the
establishment of the State Economic Redevelopment and Growth
Grant program could result in an indeterminate increase in State
expenditures. Any approved redevelopment incentive grants will be
funded by a portion of the increased incremental revenues, collected
by the appropriate jurisdiction, that result from activities or business
operations that follow construction and completion of the project.
Pursuant to the bill, a redevelopment incentive grant agreement may
allow up to 75 percent of State or local incremental revenues to be
pledged toward the incentive grant. This is a new program for State
government; for municipalities, these grants are similar to
expenditures previously authorized under revenue allocation district
tax increment financing powers, but possibly involve a higher funding
level, with the potential inclusion of local taxes in the calculation of

local incremental revenues.

Special Taxes and Surcharges

The OLS estimates an indeterminate potential increase in
municipal revenue as a result of the imposition of a tax on the rental of
motor vehicles by certain municipalities. The OLS notes that there are
two municipalities that meet the qualifications for imposing the motor
vehicle rental tax (a population in excess of 100,000 and within which
is located a commercial airport which provides for a minimum of 10
regularly scheduled commercial airplane flights per day, or any
municipality in which any portion of such an airport is located): the
City of Elizabeth and the City of Newark. Pursuant to the bill, the tax



may only be added to the amount of the fee charged for the rental of
the motor vehicle and is limited to 5% of that fee.

According to information from the Port of Authority of New York
and New Jersey regarding the amount of revenues generated by car
rentals at Newark Liberty International Airport, car rental companies
on airport property collected $132.7 million in gross revenues through
the first nine months of fiscal year 2009 (July 1, 2008 to March 31,
2009). This is a decline of 7.6% from the same period for the previous
fiscal year. The OLS notes that revenue collections for the first three
months of calendar year 2009 are 20% less than revenues generated
during the first three months of fiscal year 2008. If this trend
continues into the fourth quarter of fiscal year 2009, the OLS estimates
that car rental companies will collect an estimated $173.1 million in
gross revenues in the current fiscal year, a decline of 10.6% from fiscal
year 2008. The OLS notes the data provided by the Port of Authority
are for gross revenues, and therefore may include other fees for car
rental and other charges that may be added by the rental company. If
90% ($155.8 million) of these revenues comprised rental fees subject
to the new surcharge, then a motor vehicle rental tax of 5% would
result in revenue collections of $8 million.

The OLS also estimates an indeterminate potential increase in
municipal revenue could result from the imposition by a municipality
of a surcharge on admission and parking fees at certain major places of
amusement. Preliminary research by the OLS suggests that the
Susquehanna Bank Center in Camden and the Sovereign Bank Arena
in Trenton are major places amusement at which the surcharges may
be imposed, except that Camden is excluded, while it remains subject
to the “Municipal Rehabilitation and Economic Recovery Act.” The
OLS notes that the Susquehanna Bank Center has 7,000 seats while
Sovereign Bank Arena can seat up to 10,500 persons and has 2,700
parking spaces. The surcharges would be distributed to each
municipality by the Division of Taxation, and must be offset with an
appropriation of an equal amount for economic development purposes.
Revenues raised by a surcharge on admission and parking fees at
certain major places of amusement may not be pledged toward
redevelopment incentive grant agreements.

Expansion of Certain Business Tax Credits

The substitute bill would increase the value of unused tax credits
that could be transferred by any corporation under the New Jersey
Emerging Technology and Biotechnology Financial Assistance

Program from $10 million to $15 million, while maintaining the $60
million annual cap on such transfers. The bill also makes various
revisions to the “Urban Transit Hub Tax Credit Act, including placing
a cap on the value of all tax credits at $1.5 billion. The bill also allows
for the transfer of transit hub tax credits, with the purchaser or
assignee subject to the same limitations and conditions as to the use of
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the credit by the original claimant. The bill further requires $150
million of these tax credits to be set aside for qualified residential
projects.

Suspension of the Non-Residential Development Fee
The OLS has determined that the suspension of the non-residential

development fee proposed by the bill would result in an indeterminate
revenue loss to the State’s New Jersey Affordable Housing Trust Fund
and municipal governments. No specific revenue estimate is feasible
due to the unpredictable nature of the basis for the fee, i.e., the extent
and location of new construction subject to the fee. The substitute bill
appropriates $15 million to the “New Jersey Affordable Housing Trust
Fund” from the General Fund, and permits the transfer of a portion of
the appropriation to the “Urban Housing Assistance Fund,” established
by N.J.S.A.52:27D-329.7 These funds can be used to reimburse
municipalities for fees that are required to be refunded to developers
pursuant to the provisions of the bill but that have already been spent
by municipalities.

The substitute bill modifies the “Statewide Non-Residential
Development Fee Act” (N.J.S.A.40:55D-8.1 through 40:55D-8.7) to
exempt property that received site plan approval from a municipality
or from the New Jersey Meadowlands Commission before July 1,
2010 from the fee imposed by the act, provided that a permit from the
construction for the building is issued by the local enforcing agency
prior to January 1, 2013. The bill also amends the act to halt
application of the fee to projects that have been referred to a planning
board by the State or by another public agency prior to July 1, 2010,
also provided that a permit for the construction of the building is
issued by the local enforcing agency prior to January 1, 2013.
Individual buildings within a nonresidential phased development that
received either preliminary or final approval prior to July 1, 2010,
provided that a permit for the construction of the building has been
issued prior to January 1, 2013 are also exempt from the fee.

The developer of a property that received preliminary site plan
approval, pursuant to section 34 of P.L..1975, c.291 (C40:55D-46),
final approval, pursuant to section 38 of P.L.1975, ¢.291 (C.40:55D-
50) prior to July 17, 2008 and the developer of any non-residential
project that prior to July 17, 2008 has been referred to a planning
board by the State, a governing body, or other public agency for
review pursuant to section 22 of P.1..1975, ¢.291 (C40:55D-31) and
that was subject to the payment of the non-residential development
fee, is entitled to a refund of any moneys paid. The committee
substitute also permits the developer of a non-residential project that
paid fee after July 17, 2008 to receive a refund if the committee
substitute does not permit the imposition of the fee upon the developer.
The OLS notes that a developer must submit a claim, for the return of
any non-residential development fees that have been paid, in writing to
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entity to which the moneys were paid, within 120 days of the effective
date of the bill. The OLS notes that, according to the New Jersey
Comprehensive Financial System, as of June 16, 2009, the State has
collected $1,373,659.32 in non-residential development fees. The
Division of Codes and Standards has indicated that municipalities
under the jurisdiction of the Council on Affordable Housing have
collected $12.9 million in non-residential development fees. No
information is available on the level of municipal expenditures from
these collections.

Institutions of Higher Education
The OLS notes that the substitute bill may require public research

universities and State colleges to incur costs as they develop long-
range facilities plans on projects to be developed with State funds, or a
plan to establish a branch campus, serving at least 500 students, that is
located out of State. There is no information available that enables the
agency to estimate these costs.

Sales and Use Tax & TEFA Surcharge Relief
The OLS notes that sections of the substitute bill that provide a

maximum seven year exemption from the sales and use tax on their

purchase and use of energy and utility service and from the
Transitional Energy Facility Assessment (“TEFA”) unit rate surcharge
could result in indeterminate State revenue losses. The agency cannot
quantify the annual revenue loss this legislation would impose on the
State, as the OLS cannot determine the number of manufacturers, if
any, meeting eligibility requirements. To qualify for the exemptions, a
manufacturer must make products from “postconsumer material”,
received service under an electric public utility rate schedule that
applied only to the owner of the facility on January 1, 2004; completed
a “comprehensive energy audit” and employed, individually or
collectively with affiliated facilities, not less than 150 employees
within the State as on April 1, 2009. The OLS notes that energy prices
tend to fluctuate significantly, thereby complicating the generation of
any reliable estimate. Any revenue loss would occur over seven years,
reflecting the bill’s sunset provision. All taxes not collected due to
this exemption would have to be refunded by eligible taxpayers if the
facilities to which the exemptions pertain are relocated out of State
during the seven year exemption period.



LEGISLATIVE FISCAL ESTIMATE
SENATE, No. 2299

STATE OF NEW JERSEY
213th LEGISLATURE

DATED: NOVEMBER 18, 2008

SUMMARY

Synopsis: Modifies “Revenue Allocation District Financing Act” and “Local

Redevelopment and Housing Law” to increase availability of revenue
allocation district financing; modifies “Redevelopment Area Bond
Financing Law” and authorizes special assessments for environmental
cleanup.

Type of Impact: Potential revenue increase to municipal governments and revenue loss

to the State General Fund. Indeterminate local cost.

Agencies Affected:  New Jersey Economic Development Authority, Department of

Community Affairs, and local governments.

Office of Legislative Services Estimate

Fiscal Impact. .. Year1  Year2- Year3 _‘
State Revenue Indeterminate potential revenue loss

Local Cost Indeterminate local cost

Local Revenue Indeterminate potential revenue increase

The Office of Legislative Services (OLS) has determined that Senate Bill No. 2299 may
result in an increase in municipal government revenues and a loss of revenue to the State
General Fund. However, the OLS does not have any information regarding the number of
county improvement authorities or other instrumentalities that may issue Redevelopment
Area Bonds as a result of the changes made by this bill.

The OLS notes that the State General Fund would lose revenue if a municipality chooses to
exercise the urban enterprise zone (UEZ) transition option created by Senate Bill No. 2299.
Under this bill, a municipality would be allowed to increase its sales tax rate from the
reduced UEZ rate of 3.5 percent to the general sales tax rate of 7 percent, but State revenue
collections would be frozen at the amount deposited into the General Fund the last complete
fiscal year prior to the implementation of the UEZ option.

Municipalities would also lose the discretion to reserve a portion of property tax increment
for use in areas outside of a revenue allocation district. Currently, a municipality may decide
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to use any amount of a property tax increment for projects outside of a revenue allocation
district. The bill requires 95 percent of a property tax increment be used exclusively within a
district.

BILL DESCRIPTION

Senate Bill No. 2299 of 2008 amends the “Revenue Allocation District Financing Act,”
N.J.S.A.52:27D-459 et seq., by increasing the revenue sources available for use in a revenue
allocation district, clarifying and confirming that revenue allocation district financing is available
in areas in need of rehabilitation, and streamlining the procedures for the approval and
implementation of a revenue allocation district. This bill also amends the “Local Redevelopment
and Housing Law,” N.J.S.A.40A:12A-1 et seq. to broaden the criteria for determining an area to
be in need of rehabilitation, thus broadening the areas of the urban core and older suburban ring
which are eligible to utilize revenue allocation district financing.

The bill also amends the “Redevelopment Area Bond Financing Law” N.J.S.A.40A:12A-64
et seq., (the “RAB law™), to provide that county improvement authorities and certain other
instrumentalities created by State law may issue bonds under the “RAB law.” The bill also
clarifies various provisions of the “RAB law” in order to make the issuance of bonds under the
“RAB law” acceptable to the marketplace. The bill removes certain bankruptcy concerns from
the “RAB law” by ensuring that a payment in lieu of tax agreement would survive the
bankruptcy of a property owner and therefore provide a continuing stream of revenue to pay debt
service on “RAB law” bonds. Finally the bill authorizes the use of the special assessment for
local improvement law for environmental cleanup work.

FISCAL ANALYSIS
EXECUTIVE BRANCH

None received.

OFFICE OF LEGISLATIVE SERVICES

The OLS has determined that Senate Bill No. 2299 may result in increased municipal
government revenues and a loss of revenue to the State General Fund. However, the OLS does
not have any information regarding the number of county improvement authorities or other
instrumentalities that may issue Redevelopment Area Bonds as a result of the changes made by
this bill.

The OLS notes that this bill would allow a municipality with a revenue allocation district that
is part of an urban enterprise zone (UEZ) to elect to exercise a sales tax transition option when its
governing body passes an ordinance establishing the district. If a municipality chooses to
implement the UEZ transition option, the area within the district for which the transition option
was exercised would no longer be eligible for the reduced sales tax rate. Instead, the
municipality would receive, for a period of 25 years, an amount equal to all sales taxes collected
by the State in the last complete fiscal year prior to the implementation of the transition option,
plus all revenues resulting from the increase in the sales tax. The revenue retained by the State
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would be limited to those revenues deposited in the General Fund in the last complete fiscal year
prior to the implementation of the sales tax option.

The OLS notes that this bill expands the type of locations in which revenue allocation district
financing is available to include areas in need of rehabilitation. It also broadens the types of
activities that are eligible for revenue allocation district financing to include private
improvements to office buildings, industrial buildings, and private parking structures.
Municipalities would also lose the discretion to reserve a portion of a property tax increment for
use in areas outside of a revenue allocation district. Currently, a municipality may decide to use
any amount of a property tax increment for projects outside of a revenue allocation district. The
bill requires 95 percent of the property tax increment be used exclusively within the district.
Additionally, this bill would result in a revenue increase to the New Jersey Economic
Development Authority because it would receive a fee of $10,000 to $25,000 for the review and
determination as to whether an ordinance establishing or amending a revenue allocation district
meets the requirements of the law.

This bill also permits municipalities in which a revenue allocation district is located to collect
incremental revenues through the imposition of a variety of taxes on activities and structures
within the district. These revenues would be pledged to pay the costs of projects within the
district. Finally, the OLS has determined that this bill will have an indeterminate local cost if
county improvement authorities choose to issue redevelopment area bonds as a result of the
changes to the “Redevelopment Area Bond Financing Law” proposed by this bill.

Section: Local Government

Analyst: Scott A. Brodsky
Assistant Fiscal Analyst

Approved: David J. Rosen
Legislative Budget and Finance Officer

This legislative fiscal estimate has been produced by the Office of Legislative Services due to the
failure of the Executive Branch to respond to our request for a fiscal note.

This fiscal estimate has been prepared pursuant to P.L.1980, c.67 (C. 52:13B-1 et seq.).
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SENATE COMMITTEE SUBSTITUTE FOR
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SENATE, No. 2299

STATE OF NEW JERSEY
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DATED: JULY 8, 2009

SUMMARY

Synopsis: “New Jersey Economic Stimulus Act of 2009”; appropriates $15
million to the New Jersey Affordable Housing Trust Fund

Type of Impact: Indeterminate potential increase in State costs. Indeterminate
potential decrease in State revenues. Indeterminate net local revenue
impact.

Agencies Affected: Departments of Community Affairs and the Treasury, New Jersey
Economic Development Authority, institutions of higher education,
and municipalities.

Office of Legislative Services Estimate
Fiscal Impact Year 1 Year 2 Yeard l
State Cost Indeterminate Potential Increase

State Revenue

Local Revenue

Indeterminate Potential Decrease

Potential Increases and Decreases — Indeterminate Net Impact
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SCS for 52299 (SCS)
2
An indeterminate potential increase in municipal revenue may result from the ability of a
municipality, to whatever extent a redevelopment project is in an urban enterprise zone, to
collect the entire State sales tax rather than the 3.5 percent rate allowed by current law.

The committee substitute would increase the value of unused tax credits that could be
transferred by any corporation under the New Jersey Emerging Technology and
Biotechnology Financial Assistance Program from $10 million to $15 million, and caps the
value of all tax credits approved under the “Urban Transit Hub Tax Credit Act” at $1.5
billion. The committee substitute further requires $150 million of these tax credits to be set
aside for qualified residential projects.

The OLS notes that the committee substitute may require public research universities and
State colleges to incur costs as they develop long-range facilities plans on projects. The
“Higher Education Partnership Agreements Act” permits a municipality to enter into a higher
education partnership agreement with a municipality with an institution of higher education
for the issuance of bonds by the municipality, a county improvement authority, or a
redevelopment entity to finance a higher education project. There is no information available
that enables the agency to estimate these costs.

The OLS notes that sections of the committee substitute that provide maximum a seven year
exemption from the sales and use tax on their purchase and use of energy and utility service
and from the Transitional Energy Facility Assessment unit rate surcharge could result in
indeterminate State revenue losses. The agency cannot quantify the annual revenue loss this
legislation would impose on the State, as the OLS cannot determine the number of
manufacturers, if any, meeting eligibility requirements.

BILL DESCRIPTION

The Corrected Copy Senate Committee Substitute for Senate Bill No. 2299 (SCS) of 2008,

entitled the “New Jersey Economic Stimulus Act of 2009,” attempts to reinvigorate New Jersey’s
economy through (1) an Economic Redevelopment and Growth Grant program, (2) authorization
for certain municipalities to impose special taxes and surcharges to fund redevelopment activities
and certain programs, (3) expansion of eligibility and tax credit limits under the New Jersey
Emerging Technology and Biotechnology Financial Assistance Program and the “Urban Transit
Hub Tax Credit Act,” (4) relief to certain developers otherwise subject to the “Statewide Non-
Residential Development Fee Act,”(5) grants to municipalities for affordable housing, (6)
changes to improve the financing of higher education, and (7) relief to certain manufacturing
companies for taxes and surcharges on energy and utility services.
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FISCAL ANALYSIS
EXECUTIVE BRANCH
None received.
OFFICE OF LEGISLATIVE SERVICES
Economic Redevelopment Growth and Grant Programs

The OLS notes that the establishment of the State Economic Redevelopment and Growth
Grant program could result in an indeterminate increase in State expenditures. Any approved

redevelopment incentive grants will be funded by a portion of the increased incremental
revenues, collected by the appropriate jurisdiction, that result from activities or business
operations that follow construction and completion of the project. Pursuant to the committee
substitute, a redevelopment incentive grant agreement may allow up to 75 percent of State or
local incremental revenues to be pledged toward the incentive grant. This is a new program for
State government; for municipalities, these grants are similar to expenditures previously
authorized under revenue allocation district tax increment financing powers, but possibly involve
a higher funding level, with the potential inclusion of local taxes in the calculation of local
incremental revenues.

Special Taxes and Surcharges

The OLS estimates an indeterminate potential increase in municipal revenue as a result of the
imposition of a tax on the rental of motor vehicles by certain municipalities. The OLS notes that
there are two municipalities that meet the qualifications for imposing the motor vehicle rental tax
(a population in excess of 100,000 and within which is located a commercial airport which
provides for a minimum of 10 regularly scheduled commercial airplane flights per day, or any
municipality in which any portion of such an airport is located): the City of Elizabeth and the
City of Newark. Pursuant to the committee substitute, the tax may only be added to the amount
of the fee charged for the rental of the motor vehicle and is limited to 5 percent of that fee.

According to information from the Port of Authority of New York and New Jersey regarding
the amount of revenues generated by car rentals at Newark Liberty International Airport, car
rental companies on airport property collected $132.7 million in gross revenues through the first
nine months of fiscal year 2009 (July 1, 2008 to March 31, 2009). This is a decline of 7.6
percent from the same period for the previous fiscal year. The OLS notes that revenue
collections for the first three months of calendar year 2009 are 20 percent less than revenues
collected during the first three months of fiscal year 2008. If this trend continues into the fourth
quarter of fiscal year 2009, the OLS estimates that car rental companies will collect an estimated
$173.1 million in gross revenues in the current fiscal year, a decline of 10.6 percent from fiscal
year 2008. The OLS notes the data provided by the Port of Authority are for gross revenues, and
therefore may include other fees for car rental and other charges that may be added by the rental
company. If 90 percent ($155.8 million) of these revenues comprised rental fees subject to the
new surcharge, then a motor vehicle rental tax of 5 percent would result in revenue collections of
$8 million.

The OLS also estimates that an indeterminate potential increase in municipal revenue could
result from the imposition by a municipality of a surcharge on admission and parking fees at
certain major places of amusement. Preliminary research by the OLS suggests that the
Susquehanna Bank Center in Camden and the Sovereign Bank Arena in Trenton are major places
amusement at which the surcharges may be imposed, except that Camden is excluded while it
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remains subject to the “Municipal Rehabilitation and Economic Recovery Act.” The OLS notes
that the Susquehanna Bank Center has 7,000 seats while Sovereign Bank Arena can seat up to
10,500 persons and has 2,700 parking spaces. The surcharges would be distributed to the
municipality that imposed it by the Division of Taxation, and must be offset with an
appropriation of an equal amount for economic development purposes. Revenues raised by a
surcharge on admission and parking fees at certain major places of amusement may not be
pledged toward redevelopment incentive grant agreements.

Expansion of Certain Business Tax Credits

The committee substitute would increase the value of unused tax credits that could be
transferred by any corporation under the New Jersey Emerging Technology and Biotechnology
Financial Assistance Program from $10 million to $15 million, while maintaining the $60

million annual cap on such transfers. The committee substitute also makes various revisions to
the “Urban Transit Hub Tax Credit Act,” including placing a cap on the value of all tax credits at
$1.5 billion. The committee substitute also allows for the transfer of transit hub tax credits, with
the purchaser or assignee subject to the same limitations and conditions as to the use of the credit
by the original claimant. The committee substitute further requires $150 million of these tax
credits to be set aside for qualified residential projects. |

Suspension of the Non-Residential Development Fee

The OLS has determined that the suspension of the non-residential development fee proposed
by the committee substitute would result in an indeterminate revenue loss to the State’s “New
Jersey Affordable Housing Trust Fund” and municipal governments. No specific revenue
estimate is feasible due to the unpredictable nature of the basis for the fee, i.e., the extent and
location of new construction subject to the fee. The committee substitute appropriates $15
million to the “New Jersey Affordable Housing Trust Fund” from the General Fund, and permits
the transfer of a portion of the appropriation to the “Urban Housing Assistance Fund,”
established by N.J.S.A.52:27D-329.7 These funds can be used to reimburse municipalities for
fees that are required to be refunded to developers, pursuant to the provisions of the committee
substitute, but that have already been spent by municipalities.

The committee substitute modifies the “Statewide Non-Residential Development Fee Act”
(N.J.S.A.40:55D-8.1 through 40:55D-8.7) to exempt property that received site plan approval
from a municipality or from the New Jersey Meadowlands Commission before July 1, 2010 from
the fee imposed by the act, provided that a permit for the construction of the building is issued by
the local enforcing agency prior to January 1, 2013. The committee substitute also amends the
act to halt application of the fee to projects that have been referred to a planning board by the
State or by another public agency prior to July 1, 2010, also provided that a permit for the
construction of the building is issued by the local enforcing agency prior to January 1, 2013.

" Individual buildings within a nonresidential phased development that received either preliminary
or final approval prior to July 1, 2010, provided that a permit for the construction of the building
has been issued prior to January 1, 2013, are also exempt from the fee.

The developer of a property that received preliminary site plan approval pursuant to section
34 of P.L.1975, ¢.291 (C40:55D-46), or final approval pursuant to N.J.S.A.40:55D-50 prior to
July 17, 2008, and the developer of any non-residential project that prior to July 17, 2008 has
been referred to a planning board by the State, a governing body, or other public agency for
review pursuant to N.J.S.A.40:55D-31 and that was subject to the payment of the non-residential
development fee, is entitled to a refund of any moneys paid. The committee substitute also
permits the developer of a non-residential project that paid fee after July 17, 2008 to receive a
refund if the committee substitute does not permit the imposition of the fee upon the developer.
The OLS notes that a developer must submit a claim, for the return of any non-residential
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development fees that have been paid, in writing to entity to which the moneys were paid, within
120 days of the effective date of the committee substitute. The OLS notes that, according to the
New Jersey Comprehensive Financial System, as of June 16, 2009, the State has collected
$1,373,659.32 in non-residential development fees. The Division of Codes and Standards has
indicated that municipalities under the jurisdiction of the Council on Affordable Housing have
collected $12.9 million in non-residential development fees. No information is available on the
level of municipal expenditures from these collections.

Institutions of Higher Education

The OLS notes that the committee substitute may require public research universities and
State colleges to incur costs as they develop long-range facilities plans on projects. The “Higher
Education Partnership Agreements Act” permits a municipality to enter into a higher education
partnership agreement with a municipality with an institution of higher education for the
issuance of bonds by the municipality, a county improvement authority, or a redevelopment
entity to finance a higher education project. There is no information available that enables the
agency to estimate these costs.

Sales and Use Tax & TEFA Surcharge Relief
The OLS notes that sections of the committee substitute that provide a maximum seven year

exemption from the sales and use tax on their purchase and use of energy and utility service and
from the Transitional Energy Facility Assessment unit rate surcharge could result in
indeterminate State revenue losses. The OLS cannot quantify the annual revenue loss this
legislation would impose on the State, as it cannot determine the number of manufacturers, if
any, meeting eligibility requirements. To qualify for the exemptions, a manufacturer must make
products from “postconsumer material”’; received service under an electric public utility rate
schedule that applied only to the owner of the facility on January 1, 2004; completed a
“comprehensive energy audit” and employed, individually or collectively with affiliated
facilities, not less than 150 employees within the State as on April 1, 2009. The OLS notes that
energy prices tend to fluctuate significantly, thereby complicating the generation of any reliable
estimate. Any revenue loss would occur over seven years, reflecting the committee substitute’s
sunset provision.  All taxes not collected due to this exemption would have to be refunded by
eligible taxpayers if the facilities to which the exemptions pertain are relocated out of State
during the seven year exemption period.

Section: Local Government

Analyst: Scott Brodsky
Associate Fiscal Analyst

Approved: David J. Rosen
Legislative Budget and Finance Officer

This legislative fiscal estimate has been produced by the Office of Legislative Services due to the
failure of the Executive Branch to respond to our request for a fiscal note.

This fiscal estimate has been prepared pursuant to P.L..1980, c.67 (C.52:13B-1 et seq.).
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Governor Corzine Signs New Economic recovery Legislation

Long term initiatives focus on continued rebuilding of economy
NEWARK - Governor Jon S. Corzine today signed economic recovery legislation to further reinvigorate the Garden State economy through a series of

enhanced economic development measures.

"Without a doubt, the current global economic crisis has presented us with of one our greatest chalienges, but it is also one of our greatest opportunities,”
said Governor Corzine, "Last October, we introduced a far reaching and multi-faceted Economic Recovery and Assistance Plan. Today we are building upon
those initiatives with this additional recovery legislation that will help our economy and citizens grow stronger and more prosperous.”

The bill, S-2299/A-4048, establishes an Economic Redevelopment and Growth (ERG)

Grant Program; revises the Urban Transit Hub Tax Credit Act and the Technology Business Tax Certificate Transfer Program; places a moratorium on COAH
"Statewide Non-Residential Fee Act” and authorizes grants to municipalities for affordable housing and improves the financing of higher education facilities
in New Jersey.

"In the face of daunting national economic challenges, New Jersey has been at the front of the pack in developing new thinking and approaches to staunch
the hemorrhaging of jobs and economic activity out of our State," said Senator Raymond Lesniak, {D-Union). "The initiatives contained in this bill will
establish even stronger job growth and business retention policies that ultimately will help create thousands of new jobs and billions of dollars in economic
activity around the State. I applaud Governor Corzine for his foresight and commitment in making New Jersey the first to deal with the global economic
crisis, and this legislation is another step forward in our State's path to economic recovery and prosperity.”

“This legislation is real proof of Governor Corzine's pro-urban and pro-jobs New Jersey agenda. For cities like Newark, the signing of this Economic
Stimulus bill will create tangible development and new tax revenue which will help us achieve economic progress. This smart growth legislation will be the
catalyst for an increase in jobs, construction projects and investment opportunities that will not only benefit Newark's residents but all of New Jersey.
Thanks to the leadership of our Governor and State Legislature, New Jersey is on the path to economic recovery.”

The Economic Redevelopment and Growth (ERG) Grant Program will be established in the New Jersey Economic Development Authority (EDA). The
program will provide incentive grants to developers that will reimburse a portion of taxes generated through the project. This will help fill in financing gaps
which represent a part of the total redevelopment project cost for which the developer cannot find other financing.

"Local officials and businesses need mare tools and greater flexibility to work together in planning and building the infrastructure projects that will bring
new jobs and economic opportunities to New Jersey,” said Assembly Speaker Joseph J. Roberts Jr. (D-Camden). "This muiti-faceted effort sends the clear
message that New Jersey is open for business and looking to the future.”

As a further catalyst to economic development, the bill expands eligibility, clarifies qualifications, and limits certain provisions under the "Urban Transit Hub
Tax Credit Act." This includes lowering the capital investment threshold from $75 million to $50 million for an owner of a qualified business facility and
from $50 million to $17.5 million for a tenant that occupies a leased area of the qualified business. It also expands the "urban transit hub" definition,

"An investment tax credit is an important tool to luring new jobs and taking full advantage of our transportation infrastructure,” said Assemblyman Albert

Coutinho (D-Essex). "Focusing private investment in our transit hubs would complement the infusion of federal stimuius money in vital transportation
projects.”

http://www.state.nj.us/governor/news/news/2009/approved/20090727b.html 12/10/2009
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In addition, revisions to the Technology Business Tax Certificate Program will increase the transferability and amounts of the new or expanding emerging
technology and biotechnology companies' research and development tax credits and net operating losses. These changes include an increase in the
maximum lifetime benefit per business from $10 million to $15 million.

“New Jersey has a fong history of being a hub for technological innovation and advancement,” said Assemblyman Upendra Chivukula (D-Somerset). "This
enhanced investment incentive will ensure we continue writing new chapters of that history."

The legislation also exempts certain property from the 2.5% development fee imposed by the "Statewide Non-Residential Fee Act" and appropriates $15
millicn to the "New lersey Affordable Housing Trust Fund. " As a result, the Department of Community Affairs (DCA) will have the ability to grant awards
or loans to municipalities based on their anticipated use of municipal development fee funds.

"We cannot allow towns to back away from their responsibilities to provide housing choice and opportunity to all working families, but this move recognizes
the vital need to move projects along and get shovels in the ground during these extraordinary economic times," added Speaker Roberts.

To improve financing opportunities of higher education facilities in New Jersey, the bill allows state and county colleges to enter into public-private
partnerships for on-campus construction projects. The New Jersey EDA will be responsible for reviewing and approving all projects, which must be
submitted within 19 months of enactment of Act.

“Too many state colleges and universities have been forced to rely on borrowing and tuition hikes as they try to keep up with the needs of rapidly growing
student populations," said Assemblyman Patrick J. Diegnan Jr. (D-Middlesex). "Allowing schools to work directly with the private sector will not only create
the modern campuses needed to keep more students in New Jersey, but will also do so in a more financially sound way.”

The legislation also provides authorization for certain municipalities to impose special taxes and surcharges to fund redevelopment activities and certain
programs.

"Not only are we giving towns a new tool to help them smartly redevelop, but we are basing it on a highly successful program that has proven results,"
said Assemblyman Louis Greenwald (D-Camden). "Tossing aside a failed model for one we know works makes common sense."

Certain large, energy-efficient audited manufacturing facilities producing products from post consumer materials will also find relief through a seven year
exemption from the sales and use tax on their purchase and use of energy and utility service and from the transitional energy facility assessment ("TEFA")
unit rate surcharge.
The bill was sponsored by Senator Raymond J. Lesniak (D-Union), Assembly Speaker Joseph J. Roberts, Jr. (D-Camden, Gloucester), Assemblymen Albert
Coutinho {D-Essex, Union), Patrick J. Diegnan, Jr. (D-Middlesex), John §. Wisniewski (D-Middlesex), Upendra J. Chivukula (D-Middlesex, Somerset) and
Assemblywoman L. Grace Spencer (D-Essex, Union).
Gavernor Corzine swiftly responded to the global economic crisis by introducing his Economic Assistance and Recovery Plan in October 2008 during a joint
session of the New Jersey Legislature. With the Legislature’s quick action, the Governor has advanced many initiatives designed to stimulate New Jersey's
ecenomy and create jobs while also working to protect those hardest hit by the slumping economy through food, home energy assistance and foreciosure
programs. Federal funds through the American Recovery and Reinvestment Act (ARRA) passed by Congress and signed by President Obama on February
17, 2009 complements Governor Corzine's Program,
HH#
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