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SUBCHAPTER 1. BOND FINANCING PROGRAM

19:31-1.1 Program description !

(a) The Authority is empowered to issue tax-exempt and
taxable bonds, the proceeds of which can beused to provide
low-interest loans to businesses, govermnental entities and
certain nonprofit organizations to finance - projects which
provide or maintain employment and/or tax ratables.

Supp. 7-16-01

(b) Most bond finaneings are not guaranteed by the
Authority or the State, and are payable solely from revenues
generated by the project being financed. .

(c) The general credit of neither the Authority nor the
State is pledged to secure the bonds.

Amended by R.2000 d.297, effective July 17, 2000.

‘See: 32 N.LR. 1705(a), 32 N.LR. 2602(c).

In (a), inserted a reference to governmental entities.

119:31-1. 2 Bond purchaser
(2) The applicant shall secure a written commitment from ‘

a bond purchaser

(b) A bond purchaser shall be:
1. A commercial bank or other institutional lender;
2. An underwriter or placement agent;‘

3. A privately owned entity; or v |
4. An individual. '

(c) A bond purchaser other than a commercial bank or

_ institutional lender must submit an Application to Purchase -

Bonds, which will be reviewed by the Authority to determine
acceptability to purchase a bond. This application includes
requests for identification of, or information about:

1. The officers, directors, partners, owners and stock—’

holders of the applicant;
-2. Litigation involving the applicant;

3. Applicant’s counsel, principal banks of account, and
accountant; and

4. Financial statements of apphcant

(d) The bond purchaser establishes the amount, term, '_ -

interest rate, collateral, etc., for the bond in negotiation with

- the applicant. ‘ A

* Amended by R.1997 d.270, effective July 7, 1997.
‘See: 29 N.JR. 1485(b), 29 N.J.R. 2844(b). ™

Deleted (c), barring bond purchaser from being substantial owner or
user of project;
19:31-1.3 Bond financing

(a) Typically, the bonds are secured by a loan agreement
and a mortgage on project assets.

(b) The funds raised by the bond issue are loaned by the

Authority to pay for eligible project costs. The borrower
signs an agreement with the Authority pledging to make

and recodified former (d) and (e) as (c) and (d). -

payments sufficient to cover principal and interest on the

bond. This agreement is then assigned to the bond pur-
chaser.

~ (c) The borrower makes payments directly to the bond &”
- purchaser or trustee.

31-2
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19:31-12.5

19:31-12.4 Application to the program

(a) Each application submitted by a selling business to
the program shall be accompanied by a non-refundable
$500.00 application fee. Complete applications must be re-
ceived by June 30 for each State fiscal year thereafter.

(b) In order for the Department of Treasury, Division of
Taxation to issue a certificate, each application submitted to
the program shall include: a selling business application
which includes the information set forth in (c) below; a
spending certification form attesting to having spent the
proceeds of the prior year’s sale of tax benefits in accor-
dance with the definition of allowable expenditures; a Buy-
ing Business Information Sheet which identifies the buying
business name, address, telephone number, the estimated
value of benefits to be transferred and from whom and a
business certification;, an agreement between the buying
and selling business defining the terms of the sale of the
certificate; and the Tax Benefit Identification Form which
summarizes the accumulated net operating losses and re-
search and development credits authorized to be sold and
the value intended to be sold.. For determination of eligibil-
ity for the program, the initial application package shall also
include a selling business apphcatlon and a spending certifi-
cation form.

(¢) In addition to the material specified in (b) above, a
completed application shall include, but is not limited to:

\

1. A description of the nature of the business conduct-
ed by the company;

2. A company business plan;

3. Annual consolidated financial statements for the
three most recent full years, including balance sheets,
operating statements, statements of cash flow and annual
company financial statements for the same periods and/or
tax returns for the same periods;

4. Net income or loss for the three most recent fiscal
years;

5. The number of permanent full time jobs created by .

the applicant over the course of the two most recent
calendar years;

6. A list of all corporations and affiliated groups of
corporations' that directly or indirectly own or control 50
percent or greater of the selling business and the two
most recent full years of financial statements for each;

7. An explanation of the actual or potential scientific
and technological viability of the product(s), service(s)
and/or process(es) produced in New Jersey;

8. A description of how the innovation of the prod-
uct(s), service(s) and/or process(es) represents a competi-
tive advantage in the business’ field;

9. A description of how the proposed or expanded
activities in the State of New Jersey can enhance and

31-33

(

diversify the State of New Jersey’s capacity and competi-
tiveness in the business’ field;

10. A description of efforts made during the past two
years to secure any form of financial assistance to support
" its operations; and

11. Any other supplemental information required by
the Authority.

(d) Applications are processed through several layers of
staff review and may then be recommended for consider-
ation and official action of the Authority’s Board of Di-
rectors at its scheduled public meeting.

(¢) The Division of Taxation, Department of Treasury
separately reviews applicants and may make recommenda-
tions regarding program eligibility.

Amended by R.2000 d.297, effective July 17, 2000.
See: 32 N.J.R. 1705(a), 32 N.J.R. 2602(c).
In (a), rewrote the second sentence.

. Amended by R.2001 d.242, effective July 16, 2001.

See: 33 N.J.R. 1567(a), 33 N.J.R. 2495(b).

In (a), deleted “July 28, 1999 for consideration in State FY 00 and
by” preceding “June 30”; in (c)3, inserted “and/or tax returns for the
same periods” at the end of the paragraph.

Amended by R.2002 d.254, effective August 5, 2002.
See: 34 N.J.R. 1603(a), 34 N.J.R. 2800(b).

In (c), substituted “three” for “two” in 3, rewrote 4 and 5, deleted
former 10 and 11, recodified former 12 as 10 and deleted “and
projected two years”, and recodified former 13 as 11.

19:31-12.5 Evaluation process

(a) When all of the required information is received, the
Authority shall perform its own review based on the follow-
ing minimum criteria:

1. The threshold criteria of eligibility in which the
applicant meets the definition of technology business or
biotechnology business, and satisfies the standards in
N.J.A.C. 19:31-12.3;

2. The actual potential scientific and technological
viability of the applicant’s business product(s), service(s)
and/or process(es) as demonstrated by its:

i. Uniqueness of concept;
ii. Creditability/plausibility of concept; and

iii. Scientific/technological resoufces of the appli-
cant;

3. The degree to which the innovation of the appli-
cant’s product(s), service(s) and/or process(es) created in
New Jersey offers a competitive advantage to the business
and enhances and diversifies the State of New Jersey’s
capacity and competitiveness in the business’ field;

4. - The degree to which the proposed financial assis-
tance will result in significant growth in permanent full-
time employment based upon the increase in permanent
full time employment in the two most recent calendar
years;

Supp. 10-7-02
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5 The fmancral resources of the apphcant 1nclu ding:
ol

i The degree to whlch the proposed‘ f1nanc1al assis-

|
tance-demonstrates the prospect of a significant positive

‘ :
change in-net income or loss based upon the recent net .

I
|
. 1 :
l
. i '
Abrhty to access other fmanmal ass1stance,‘ and

1ncome or loss trend;
ii.’ L1qu1d1ty,

1ii. Market share and

6. Use of the proceeds of the. ant1c1patedv_sale' of tax
beneflts G

i

~ merits of the request and its adherence to the statutory
'~ requirements of the program. Upon this determination, the

‘applicant will receive notification of prehnlmary approval

" that ‘will state the conditions that must be met before the
Authority will issue final approval. The notrflcatron of pre-
liminary approval will state- that .the Authorrty will forward _

‘the application to the Division of Taxatlon only upon recerpt
of the followmg C Ll Lo ,~

1. A Buymg Business Informatron Sheet whlchlldentl-
fies the. buyer, the amotint of tax beneﬁtslto be sold and
the selhng price; . L ‘ :

2. A Tax Benefit Identification Forml on whlch the;'

‘applicant lists the. amount of tax benefits they wish, to sell

and' the years that the Net Operating Loss’s and/or Re- .

|
- search and Development tax credits were 1ncurred

| |

c 3 A Prlvate Financial Assrstance Form specrfylng how
the applicant will expend the private fmahcral assistance

. for allowable expendrtures for the operations of the com-’

pany, S : . 4( : ;

4, An executed form of the standard selhng‘agree-\

|

‘ment, “with the Private Fmancral A551stance Form at-

- tached as an exhibit; and . -r : l

5. If the apphcant was authorlzed to’sell and did sell
tax benefits in the prior year, a spending certlflcatlon that -

l
attests that the applicant spent. the proceéds of the prior

years sale of tax benefits in accordancetwnh the prior

year’s Private Flnan01al Assrstance Form. \ .

" (c) After approval of the tax beneﬁt by the DlVlSlOn of .
Taxation as evidenced by the issuance of a tax certlflcate_ _
which will be sent to the Authority, the Authorlty w1ll issue’

final approval of the grant and release the tax certificate .

only upon the receipt of a certificate from the, applrcant

~dated the date of the closing of the sale of‘the tax [benefrt
certificate that states, among other matters that o

E

1. The mformatron in the appllcatlon form continues

to be_yvaccurate_ in all material respects; and| _| e

Supp. 10702 TR I
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~ (a) The Program is authorized to provide $40, 000, 000 of"
tax benefits over each fiscal year. In the event the total

31-34

2. As of the date of the Certiﬁcate,‘ the company is

operatmg as a new or expanding emergmg brotechnology,
-or technology busmess and has no. current intention to

cease operating as a new or expandmg emergmg ‘biotech-
-nology or technology busmess "

Amended by R. 2002 d.254, effective August 5 2002.

See: 34 NJ.R. 1603(a), 34 N.JR. 2800(b)
In (a), rewrote 4 and 5i.
Amended by R.2002 d.334, effective October 7, 2002.

. See: 34 N.JR. 2414(a), 34 N.JR. 3531(b)

Rewrote (b) and (c)

19 31—12 6 Approval process

(3 Only the members of the Authorlty can deny an
: S apphcant s eligibility in the program ’
- (b) After completrng its review under (a) above, a prehm~
mary determination shall be made by the Authorlty as to the |

(b) When the members deny a request the mlnutes at

which- such" denial occurs -are submitted ‘to the Governor.

- " (¢) The members action is effective 10 working days after -
- the Governor’s receipt of the minutes, prov1ded no veto has
been 1ssued : : :

(d)"An apphcant may appeal the Board’s action by sub-.
mitting in writing to the Authority, within 20 days from the

~date of the Board’s ‘action, an explanation as to how the

applrcant has met the program criteria. The Authority can-
not consider ‘any new information about the project devel-
oped after the June 30 submission deadline. Only that

_information clarifies the apphcatlon filed shall be reconsid-

ered. In the event the company is reconsidered- as eligible,

its application shall be presented at the next available Board

meeting.

- Amended by R, 2000 d.297, effectrve July 17 2000.
See: 32 N.J.R. 1705(a), 32 N.J.R. 2602(c)

Rewrote the section::

. Amended by'R.2001 d. 242 effectrve July 16, 2001.

See: 33 N.J.R. 1567(a), 33 N.J,R. 2495(b).
In (d), rewrote the first sentence.

@

Allocation of tax benefits L

amount of transferable tax benefits approved exceeds these

. limitations or any subsequent hmltatlons, the Authorlty shall

allocate the transfer of tax benefits as follows o

1. Bach company 1s limited to a. maxrmum hfetlme tax -

" benefit of $10 million.

2. Busmesses with less ‘than $250 000 in tax beneflts :

will ‘be authorlzed to sell : all of therr beneflts in -the
_current year.

.3, Businesses with more than $2ASO,‘000 in tax benefits

e

will be authorized to sell at least $250,000 of their benefits -

* in the current year. In. each successive year in which a

selling business reapplies to the program, the applicant

will be authorized to. sell at least 50 percent of - the
amount  sold in the prlor year w1th a minimum of

$250,000. SR T e el
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19:31-12.7

4. After the dollars are set aside in the amounts
provided- in (a)2 and 3 above, the remaining funds avail-
able to the program, in that fiscal year, shall be allocated

“among the businesses with more than $250,000 of tax
benefits. The available tax benefits shall be determined
by reducing the amount of tax benefits to be transferred
for each business by the minimum amount of tax benefits

“authorized for that business and then multlplylng that
amount by the following factor:

Fiscal Year Dollar Authorlzatlon— ,
T'otal Minimum Tax Benefits Authorized
Total Tax Benefits Requested to be Transferred—
Total Minimum Tax Benefits Authorized

The total minimum tax benefits authorized is the amount

authorized for businesses wjth less than $250,000 -of tax

31-35

- nesses with more than $250,000 of tax benefits.

benefits plus the minimum tax benefits authorized for busi-
The total
tax benefits requested to be transferred is the. total amount
of tax benefits requested to be transferred by all businesses.

(b) In the event the authorized minimums exceed the
authorized annual cap, applications shall be allocated bene-

fits with priority -given to those applicants with less than

$250,000 in tax benefits and to businesses with more than
$250,000 in tax benefits that are reapplying to the program
pursuant to (a)3 above.

Amended by R.2000 d.297, effective July 17, 2000.
See: 32 N.J.R. 1705(a), 32 N.J.R. 2602(c). ’

In (a), deleted “$50,000,000 of tax benefits over State fiscal year 2000
and” following “provide” in the introductory paragraph.

Supp. 10-7-02





