
DEMONSTRATION PROJECTS 

CHAPTER 33 

P.L. 2000, C.72, SECTION 6 DEMONSTRATION 
PROJECTS 

Authority 

P.L. 2000, c.72, §§ 6 and 26b. 

Source and Effective Date 

R.2002 d.9, effective December 11, 2001. 
See: 34 N.J.R. 307(a). 

Chapter Expiration Date 

Chapter 33, P.L. 2000, c.72, Section 6 Demonstration Projects, 
expires on December 11, 2002. 

Chapter Historical Note 

Chapter 33, P.L. 2000, c.72, Section 6 Demonstration Projects, was 
adopted as special new rules by R.2002 d.9, effective December 11, 
2001 (to expire December 11, 2002). See: Source and Effective Date. 

CHAPTER TABLE OF CONTENTS 

SUBCHAPTER 1. GENERAL PROVISIONS 

19:33-1.1 Purpose and applicability of rules 
19:33-1.2 Definitions 
19:33-1.3 Disclosure and publicity 
19:33-1.4 Access and record retention 

SUBCHAPTER 2. DEMONSTRATION PROJECT 
REVIEW 

19:33-2.1 Initiation of a demonstration project 
19:33-2.2 Evaluation of a demonstration project 
19:33-2.3 Cost of demonstration project 

SUBCHAPTER 3. DEMONSTRATION PROJECT 
GRANTS 

19:33-3.1 Funding in the form .of a grant 
19:33-3.2 No assignment of grant agreement or grant by the school 

district 
19:33-3.3 Administration and performance of grant agreements 
19:33-3.4 Fraud and debarment 
19:33-3.5 Noncompliance and termination 

SUBCHAPTER 4.. DISBURSEMENT OF THE GRANT 
19:33-4.1 Amount of the grant 
19:33-4.2 Cost overruns 
19:33-4.3 Requests for disbursements 
19:33-4.4 Schedule of disbursements 

SUBCHAPTER 5. UNDERTAKING THE 
DEMONSTRATION PROJECT; MAINTENANCE 

19:33-5.1 Undertaking the demonstration project 
19:33-5.2 Maintenance of school facilities project 

19:33-1.2 

SUBCHAPTER l. GENERAL PROVISIONS 

19:33-1.1 Purpose and applicability of rules 

(a) These rules are promulgated by the New Jersey Eco-
nomic Development Authority ("the Authority") to imple-
ment Section 6 of the Educational Facilities Construction 
and Financing Act, P.L. 2000, c.72, N.J.S.A. 18A:7G-6 ("the 
Act"). Section 6 of the Act establishes the program and 
process whereby the Authority shall review and recommend 
up to six school facilities projects with community design 
features to be selected by the Treasurer to be demonstration 
projects. 

(b) Any school district applying for designation of a 
school facilities project with community design features as a 
demonstration project shall at a minimum comply with the 
requirements of this chapter, as applicable. . · 

19:33-1.2 Definitions 

The following words and terms, when used in this chapter, 
shall have the following meanings unless the context clearly 
indicates otherwise: 

"Abbott district" means a school district as defined in 
section 3 of P.L. 1996, c.138 (N.J.S.A. 18A:7F-3). 

"Act" means the Educational Facilities Construction and 
Financing Act, P.L. 2000, c.72 (N.J.S.A. 18A:7G-1 et seq.). 

"Authority" means the New Jersey Economic Develop-
ment Authority established pursuant to P.L. 1974, c.80 
(N.J.S.A. 34:lB-1 et seq.). 

"Commissioner" means the Commissioner of the New 
Jersey Department of Education or his or her designee. 

"Community design featur.e" means any area, rooms, 
equipment, recreational area or playground included in a 
demonstration project which is to be used in common by 
students of the district · and by residents of the community. 

"Consultant" means a consultant, including a design con-
sultant, engaged by the redevelopment entity for a demon-
stration project providing professional services associated 
with research, development, design and construction admin-
istration, alteration, or renovation of real property, as well 
as incidental services that members of these professions and 
those in their employ may logically or justifiably perform. A 
consultant may provide services including studies, investiga-
tions, surveys, evaluations, consultations, planning, program-
ming, conceptual designs, plans and specifications, cost esti-

. mates, construction management, inspections, shop drawing 
reviews, preparation of operating and maintenance manuals, 
and other related services. 
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ECONOMIC DEVELOPMENT AUTHORITY 

1. Appraisal(s) on real property and/or machinery and 
equipment; 

2. Aging of accounts receivable; 

3. Aging of accounts payable; and/or 

4. Any additional information deemed necessary to 
evaluate the Application. 

( e) Applications are processed through several layers of 
staff review, and may then be recommended for consider-
ation and official action of the Members at a public meet-
ing. The applicant has no right to have its Application 
presented to the Members. 

19:31-2.4 Evaluation process 

(a) When all of the required information is received, the 
Authority will perform its own credit evaluation based on 
the following: 

1. Visitation to the applicant's place of business, 
which may take place prior to the Application as part of 
the meeting to determine eligibility; 

2. An analysis of historic and projected financial state-
ments and a comparison to industry peers; 

3. An independent industry study using source materi-
al such as the U.S. Department of Commerce's Industrial 
Outlook and the Standard & Poor's Industry. survey, 
comparing the applicant's projections to the study, and 
considering the short term and long term outlook for the 
industry; 

4. Contact with applicant's customers to ascertain the 
quality of the product or service provided, the competi-
tiveness of the pricing, reliability and timeliness of deliv-
ery, length of the relationship, likelihood of the relation-
ship being continued, and the customers' opinions of the 
applicant's management; 

5. Contact with applicant's suppliers to ascertain the 
length of the relationship, the amount of credit extended, 
the amount of purchases, payment history, the likelihood 
of the relationship being continued, and possibly an. opin-
ion of applicant's management; 

6. Contact with applicant's bank(s) to ascertain credit 
history and an opinion of the applicant's management; 

7. An analysis of collateral available to secure the 
requested financing as to adequacy of amount, quality, 
condition and marketability; and 

8. Independent credit investigations of the applicant 
and its principals, which may include real estate searches, 
financing statement searches, and judgment and lien 
searches. 

(b) After completing (a) above, a determination is made 
as to the merits of the request, the likelihood of repayment, 

19:31-3.1 

and the adequacy of the collateral available to secure the 
requested financing. 

( c) If a positive determination is made, the requested 
financing is presented to the Members for approval. 

19:31-2.5 Approval process 
( a) Only the Members can approve a loan guarantee. 

(b) When the Members approve a request, the minutes of 
the meeting at which such approval occurs are submitted to 
the Governor. 

( c) The Members' approval is effective 10 working days 
after the Governor's receipt of the minutes, provided no 
gubernatorial veto of this action has occurred. 

( d) If there has been no veto, a formal commitment letter 
is issued to the applicant and the bank which will be 
providing the loan. 

1. The commitment letter incorporates the bank's 
commitment, and contains all terms,- conditions and col0 

lateral required by the Authority. 
2. Usually, life insurance on the applicant's principal 

officer(s) is required in an amount equal to the Authori-
ty's guarantee. The life insurance must name the Au-
thority as collateral assignee. 

3. Personal guarantees of owners of 10. percent or 
more of the applicant are usually required, and there may 
be a requirement for collateral apart from the applicant's 
collateral to secure the personal guarantees. 

( e) When the commitment letter has been accepted by 
the applicant and the bank, and returned to the Authority, a 
list of closing instructions is mailed to the attorneys for the 
applicant and bank. 

(f) When all required documentation is prepared, in form 
and content satisfactory to the Authority, a loan closing is 
scheduled and the. guarantee is delivered to the lender. 

Amended by R.1995 d.435; effective August 21, 1995. 
Se.e: 27 N.J.R. 2377(a), 27 N.J.R. 321q(a). 

19:31-2.6 Attorney General review 
All financing documents, including th_e Application, are 

subject to review by the Attorney General's Office. 

Amended by R.1995 d.435, effective August 21; 1995. 
See: 27 N.J.R. 2377(a), 27 N.J.R. 3216(a). 

SUBCHAPTER 3. DIRECT LOAN PROGRAM 

· 19:31-3.1 Program description 
(a) The Authority is empowered to make direct loans to 

applicants which are unable to obtain funding from conven-
tional sources even with the help of an Authority guarantee. 

31-7 Supp. 7-15°02 



19:31...;J.1 .. OTHER AGENCIES 

(b) Oirect loans are available in a ni~mum am.ount·,ot (h) Nbt\.vithstanding ·-(g) above, .. an existing··New Jersey 
$750;000 for fixed asset financing and $500,000 forworking . company that is not targeted by the Authority ass.et forth in -- -
capital. · · ·· 1 

·- • • : • •• KT.AC. 19:30-5, but can meet the criteria set forth in (g)2 _ _ ---. ._) 
· l _ . _. . . above shall be.eligible for a directloan in excess of$7~'0,000 -

(c) Proceeds of fixed asset ioans can be :used;for the· if it can demonstrate that at least.400 permanent ful.Uinie · 
acquisition ofland, buildings, machiuery and.equipment, the jobs shallbe maintained iil New Jersey and the Authority's 
·expansion of an -existing building or thi=: .. renovatiort of _ exposure shall be main fained in New Nrsey and the Author-

. machinery, equipment,. and buildings. ' ity's expbsure sh~l not· exceed $50,000 per job maintained .. 

( d) Proceeds of working capital loans can be used for 
refinanc;ing of existing debt, purchase of inventory, or oper-
ating expenses: 

(e) Interest on fixed asset.and working Cf pital loaos is at 
a tate no less than three percent or the Federal Discount 
Rate, whichever is greater, and no more tlian one '.percent 

-· below the highest Prime Rate as puplishbd in tlie Wall 
Street Journal at the time of approvaLThe iri1erest,11atewill 
be variable, adjusted on the first busine~s day qf ,each 
c_alendar quarter in accordance with the. rel~tionshjp of the 
original calculated interest rate to Prinie Rate or the Feder- _· 
al Discount Rate at. the time of approval.: The maximum. 
increase in the variable interest rate over a fhre~year>period 
will be five percentage points greater than the original 
calculated interest. rate. Factors to be cqnsidere~ _· when; 

. calculating the interest rate may include the projecf s loca- · 
tibn-municipality, whether· the applicant iJ 'locating to a . 
forII1et brownfield site, the industry type, tqe leveraging of -
total project; costs to public dollars; the·_ emplqyment: impact 
to public dollars, whether the business is rievif_to the State or .. 
expanding operation in the State, and the increase1 in tax 

· · · ratable values. · · 
·. . . . ' . ·, i·: .. :·. ·: .: .. 
_ (f) The term of a fixed asset or working qapital ioan is a 

niaxhnum of 10 years, althqugh the tepaym!eht schedule is 
usually for a shorter time based on the applicann ability to 
repay, . . . . . . .I ' 

(g) The Authority may make direct loaiis in excess of 
$750;000 and up to $2 million for fixed asse* An applicant 
for a direct loan in excess of $750,000. shall: · i · 

•. . 1·.·: 

1. Be in an industry or municipality thatis targeted by 
the Authority as set forth in N.J.AC. 19:30-5 or located 
in the Port District; ·· · 

2. Demonstrate to the Authority that it has , viable 
options to vacate the State, has been offered econom_ic 
incentives by the competing state and, without_ the special 

· guarantee, the applicant shall not undertake the reloca-
tion or expansion iri the State; and · ' 

3. Create or maintain· a minimum of 200 pel1l).arierit 
full-time. jobs in the State. The Authortty's assistance 
shall not exceed $50,000 per job created; and/or,:main~ 
tained. 

· (i) For p4tposes of (g) and (h) above, the direct ioan · 
term shall not exceed 10 yeats. . . . 

Amendec.l by R.199Z: d.126, effectiye.Iylarch 16, 1992. 
. ·_. See:_ 24 N.J.R. 177(b),24 N;J.R. 970(b). . 

Revised ( e ). · 
Amended. by R.1995 d.435, effective August 21; 1995. 
See: 27 N.J.R. 2377(a), 27 N.J.R. 3216(a). 
Amended by R.1997 d.270, effective J1µy 7, 1997. 
See: 29 N.J.R. 1485(b), 29 N.J.R. 2844(b). 

Aclded (g). thnmgh (i). . 
Amended by ll.2000 d.297, effective July 17, 2000. 
See: 32 N.i.R. 1705(a), 32 N.J.R. 2602(c). 

In (g)l, substituted ''or" for "and" following "industry". 
__ Amended by R.2001 d.242, effective July 16, 2001. 
See: 33 N.J.R: 1567(a), 33 N,J:R. 2495(b). 

In (b), substituted "$750,000" for "$500,000'' and "$500,000" for 
"$250,000".; in (g) and (h), substituted "$750,000" for "$~00,000't 

· J\nJ.ended .by R.2002 d.223, effective July 15, 2002. 
See: 34 N.J.R. l247(a), 34 N.J.R. 2469(a), 

Rewrote ( e ). -·. · · 

19:31-3.2 Eligibility standards 
(a) Generally, preference for direct loans is given to 

· projects which: - . . 

1. Are job intensive; 

2. Will create. or maintain tax: ratables; 

3. Are lpcated in ari eco~orilicaliy~distressed area; 
and/or· 

4·. Represent an important economic sector of' the 
State. 

· (b) For fixed asset loans; the applicant will be required to 
invest at least 10 percent equity into the P,roj~,ct. 

( c) The applicant must demonstrate to the Authority that 
it is unable to obtain conventional, affordable financing on 
its own or with the avaiiability of an Authority guai:antee. 

19:31-3.3 Application procedures 
(a) The prospective a~pHcant should oortsuit wit_h the 

Authority to determine if the project is eligible :for consider~ 
ation. 

(b) To apply;· a completed Application for Financial Ass 
sistance (Application) concerning the project must be sub-
mitted to the Authority for review, together with the Appli-
cation fee. · · · 

·-· (c) A completed Application includes: 

Supp. 7-15°02 31-8 
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ECONOMIC DEVELOPMENT AUTHORITY.· 

1. . A history arid description qf the applicant's busi:: 
ness; 

2. A description bf the proposed•·ptoject and ·a ·de., 
tailed breakdown of the use of the. Ioi:tn proceeds; . 

3. Annual financial statements. for the three mo~t 
. recent years, i~clµding the balance sheets, operating ~tate-

ments and reconciliations of the source and application of •. 
funds; · · · 

4. A current interim Statement, if the most recent 
annu;:tl financial statement IS more than six months old; 

5. Three \ears o; projections, including the balance 
sheets, operating. statements, . reconciliation of the source 
and application of• funds, and, a detailing of the as sump-' . 
tions used in preparing the projections; 

6 ... A list of the applic~t's five Jai:gest customers, 
including the cu$tomer name, address;,Jelephone number, 
and contact person; · .·•.. .· ·. : . ·. .• 

7. A list of the applicarit'sfivelargest suppliers; in-
cluding the supplier name, address; telephone number, 
and contact person; a11d · · 

8. · A. schedule of all . office~s, .· 4irectors . a~d stockhold-
ers ( owrtingl O percent or mote of Jhe stock), including 
resumes and signed,.· dated. persoru1l financial statements. 

( d) TheAuthotity may also require: · 

1. Appraisal(s) oil.realpioperty and/or machinery and 
equipment; . . . ' . 

2. Aging ofac:counts receivable; 

3. Aging of accmfots payable; · and/or.· .. 

4. Any additional information deemed necessary to 
evaluate the Application'.. 

·. ( e) Applications are processed throu~h several layers of 
staff review, arid may then be recommended for considet0 

ation and official actionof the Members at a public irieets 
ing. The applicant has no right to have its Application 
presented to the Members. 

19:31--3;4 EvaJuation process . 

···· 19:3:t:-3;5 
. . 

corn,ideringthe. ,short tetmarid longterm•outlook for the 
industry; · ·· · 

4 .. · Contacf ~ith applicartt's customers. td .. ascertain the 
;:quality qf the product or .s~ryice· provided, .the· competi-
tiveness. qf ·. th~ pricing, • reliapility and . timeliness of· deliv, 
ery,. length of the relationship,Jikelihood of the relation-
ship befog co11ti1med, and the cilstoniers' opinions of the 
applicant's marrngement; · · 

·· S. . Contact with applicant's .. suppliers to ascertain the 
1t:ngth of the relationship, the an1ount. of creclit extended, 
the. amount of purchases, payment hist9ry, the likelihC>od 
of the refationspip · beit1g continµed, and possibly an opin, 
ion ofapplicanfsmanagement; . . . . . . 

; 6. Contact With applicant's ban.k(s) to ascertain credit 
history .and an opinion of tlre applicant's mariagement; 

7. >lul analysis of collateral available to secure the. 
requested financing as to adequacy of amount, quality, 

· condition and µiarketabHity; and · · 

· 8 •. Independent credit investigations of the applicant 
and its ptip.cipa1s, which may irtclude. real estate searches, 
financing statement searches, and judgment and lien 
searches. ·· ·· . 

, (b). Afi6r · completing . (a) above, . a•· de\~i:lllin~tjon is made 
as to the merits ofthe.request;.the likelihood.of repaylnent, . 
and the iideqilac;y of .the coBatequ availablec.to .securethe 

· requested financing: · · · 

.· (c) If a positive determini;ttion is made,.'the requested 
fil:rnncirrg is pres~nted to .the Members for iipproval: 

· 19:31~3.5· .... Approval process 
( a} Only the Meriibers cart apprpve a direct ldan; , 

• .. · (b) · .. Whentlie Membets .approve arequest, .the ~inutes• of 
the meeting at which such approval oc.curs are submitted to 
the Govenion . · · · · · 

.. (c) The 1\1;mbers'. ,~pproVaLis effectiv~ 10. working. d.~ys 
.after the : Governor1s ·. receipt of the minutes, provided nd 
gul)ern:atorial veto of t11is action has o.ccutredi . 

• (a) When· an, of the required information:}; received; th,:e .{ d) ff thfre has been .no veto, a formal commitment Jetter· 
Authority will perform its owrt credit evllluatiori based .cm . ds)ssued to the applicant. · 
the following: · · · · · · · · · 

1. .· Visitation to. the . applicant's place 9f business, 
which may fake pJace prior to the Application. as part of 
the meeting to determine eligibilio/; . .. .. 

2; An analysis of historic and projected financial statei. 
ments and apomparisonto industry peers; 

··. ··: ' .· .. ' 

3. An independent industry$tiidyu~ing source materi-
al such as the U.S, Department df Commerce;s Industrial 
Outlook and the Standard &, Poor's Industry survey, 
comparing the applicant's projefctions to the study, and. 

1. the commitment letter contains• all terms, condi-
tio,ns and .collateralrequired by thi Authofify. 

·. 2 .. ,Usually,Jife insurance on the applicarifs principal 
qfficer(s) is reguired in an amount equal,tothe·Authori~ .· 
ty's guarantee. The life jnsurance mus.t ,name. the Au-
thority as ccillateral assignee; . . 

. . Ji Personal guaranteesiof owners ~110 per¢ent 6r 
· inore ofthe applicant are usually required, and tllel'e may . 

· ·· be ? req11frement for coHater'al apart from the. applicant's 
collateral to secur~ the personalguarantees. · · · 
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19:31~3.5 
,,' ' ' i ' ,' 

( e) When the .·commitment· letter ha~ been . accepted·.· by 
the applicant .and returned to t.he Authority,· a list of closing 
instructions. is mailed to the attorney Jfor the! 11pplicant. 

· . I 'I 

(f) Wh6n an required documentation iff prepared, in form 
11nd content. ~atisfacfory. to tp.e Authority, a foarl closing is 
scheduled.and tl:iefunds are made iivllilatjle.to the applicant. .· 

. ,, • . 1 ··•, 

Amended by R.1995 d.435, effective August 21, 1~95. 
See: 27 N.J.R. 2377(a),.27 N.J:R. 3216(a). ' ' . ' ! 

19:31..::.3.6 Attorney Geri.ei,-al review 
1· 
I 

All firiancing docurn~nts,. including·. the Appliaation, ,ar'e 
subject to review by theAttorney Geµeralj's pmce[ . . 

. ' ,, ' . . ' . '1 
Amended byR.1995 d.435, effective August 21, 1995 .. 
See: 27N.J.R2377(a), 27.N.J.R. 3216(a). I 

1 

I 
I. 
I 

, . I 

SUBCHAPTER4. DOWNTOWN· 1
, 

BEAlJTIFICATION PROGkM.\1. 
19:31-4.:r Progr11m description ·. .. I' . 

( ii) The Authority is empowered to make direct. loans to 
owners. and operators .of retail and com,iilercial tjusinesses 
located fa downtown urban areas who ar(unable to obtain. 
fundingfrom·cdnve11tional sources td upgrade their proper-
ties a.nd,,to remain Ill such areas. i. ' . I 

i 
·, , .· . I , 

' (b} Appljcants may be eligible forJbansl fo. amounts rang-
', . . '' '·.' ' I ' l '' 

irigfrom $5;,00Ofo $100,000. · · , 1

1 
••·· , · 

,. . . .. ·. I . 

(c) Proceeds<of loans are to be used ~rimarily'to reno-
vate, remodel or expand _the interior a11d/6r exteribr, of the 

· fac~lity, but a. limited .amount of the fillld(can be :used for 
working capital. : · i , . · · 'i · 

,··•. • .. · ' ; .. .' .. ,.· i ·,,., I,' 

(d)Jnterest on these loans is equal to 9ne percent bel9w 
the Federal Discount Rate at the time of l~an closing, with a tninimum of three percent and a maximu'm of lOipercent. 

,: ' ,, . ' , ·.• :, ' ' . . ' :! ,,_. ' ,,,, ' . ' . 
( e) The term oL,the loan is a n:iaxim*m ()f 10 )'ears; . 

althmigh the repayment schedule is rnsua,ly for a shorter . 
term based on the applicant's ability to repa\y. · 
.... · . .. . . ...... l 

Amended by R.1995 d.435, effective Aug1,1st 21, 199~. 
See: 27 N.J.R. 23:77(a),.27N.J:R. 3216(a). , i 
Amended by R,200i d.}42, i;ffective July 16,2001. [ 
See: 33 N.J.R 1567(a), 33 N.J.R. 2495(b ): 1 

.. In (b ), supstitut,ed \'$100,000" for "$50,000". i 
Amended J:>y R.2002 d:223, effective July 15, 200~. · 1 

See: 34 N:J:R 1247(a); 34 N.J.R. 2469(a). f 
· In (d); substituted ''three" for "four". • I 

·I 

1.9:31-44. · Eligibility standards: I 
To ke eligible, mi applicant must bejfocated i in the i 

downtown area of a targeted municipality (see N,J.AC;. 
19:3,0.,-5)) . '1 
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.OTHER AGENCIES 

19:31-4:3 . Ap1plication procedures ··· 
(a) The prospective applicant should consult with the / 

Authority to deter.mine if the project is eligible for consider-
ation. 

(b) Tb apply; a completed Application for Financial J\sc 
sistance .(Application) concerning the project must.be sub-. 
initted to the f}Uthority for review, together with the Appli~ 
cation fee. · · · 

(c) :i,.. completed ;\pplicatton includes: 
' ' ' 

1. · A _history a11d des~ription pf. the applicant's busi~ 
ness; 

' l • 

2. ' A description of the proposed projett and a de.- · 
tailed.breakdown of the use,,ofthe loan proceeds; 

3, Annual fin~ncial statements for the three most 
recent yeats,jncluding the ,balance sheets, operating state-
ments and reconciliations of the source and application of 

.funds;, · 

' 4.' A cutre:nt interirii statemertt, · if the most recent 
annual financial statement is more thari six months old;· 

, 5. Three years 'of projections, including the :ha.lance 
sheets; opera.ting stafoments, recoriciliatio11· of, the source 
and application 'of funcfs, and a detailing ofthe assunip-
tions used in preparing tl:ie projections; •. .. 

6. A Hst of the applicant's five largest, suppliers, ins · 
eluding· the supplier· rtame1 address, telephone 1,1timbei, 
and contact person; and · 

' ; . : ' " 

7. A schedule of all officers, directors and stockhold- · 
ers (owning 10-percen(or·ll1ore of the .stock), including 

. resumes and. signed, dated personal financial statements: 
··': ,, -. . ' ' . ',_ '· ·,\ ' ._,_.' 

(d) The Authority may also require: 

L 'Appraisal(s) on real property and/or-machineryand 
. equipment; 

2. ' Aging ofaccount{payable; and/or 

3: Any additional mformatiori' deenied necessary to 
evaluate the Application. 

(e) · Applications .. are processed through several layers of 
staff. review, and may then bl:'. recommended for consider-
ation and Ciffidal action of the Members at a public meet-
ing. Th.e applicant µas no right to have its Application 
presented to tlle Members, , · 

19:31-4,4. · Evaluation process j 

( a) when all of the required information is.received, the 
Authority will performjts own· :credit evah,iation based on 
the following: · ' ' 

1. Visitation t~ the applicant's place of business, 
which may take place prior to the AppHcation as part of 
the meeting to determine eligibility; 
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ECONOMIC DEVELOPMENT AUTHORITY 

"Project" means an industrial or commercial enterprise 
within .a municipality that would n9t be undertaken in its 
intended scope but for the assistance provided for under the 
Actand these rules. 

"Sponsor" means the governing body of a municipality or, 
with the approval of the government of the municipaiity, a 
local development· corporntion; community . de~elopment 
corporation, municipal port authority, or governing body of 
a county, or, with the approval of the government of a 
county, a county development corporation .or Other· public 
entity designated by the Authority as a sponsor (seeN;J.S.A. 
40:68A-29). . 

19:31-7.3 Application for financial assistance 

(a) Each application for. financial Jtssistance from the 
Fund shall be accompanied bya non-refundable application 
fee of $500,00. · · · · 

(b) Each application for financial assistance from the 
Fund. shall be accctnipanied qy evidence .of the support .of 
the municipality in which the project is iocated. · For pur-
poses of these rules, evidence of municipal support shall 
mean an approved resolution of the governing body of the 
municipality. 

( c) Each application for · financial assistance from . t.he 
Fund shall be a:cc6nipanied by a benefit statement prepared 
by the applicant. The benefit statement shall address: 

1. The number of permanent jobs to be created in the 
m1picipality in which the project is located, excluding the 
period of construction or development; . 

2. The number of jobs preserved by the com1iletion of 
the project in the case of an. existing enterprise; 

3. The increase in the valuation of real. property in 'the 
municipality as a result of the completion· of the project; 

4. Whether the project will result in the maintenance 
or provision of at least the sarrie number of housing units 
at comparable rates as exists prior to the undertaking of 
the project; · 

5. Whether. the project will be Jocated in ~n area. 
targeted for economic .development and receiving Feder-
al,. State and/or local development assistance under other 
programs; 

6. The .extent towhich the project will contribute. to 
an economic revitalization of the municipality and/orthe 
region; 

7. The extent to whicli the project will adyarice State 
and/or regionalplanµing and development strategies; and 

8. The extent . to which the location· of the project is 
accessible to and promotes the use of public transporta-
tion. 

19:31-7.4 

(d) Each application for firn,mcial. assistance from the 
.Fund shall be. accompanied by evidence.of private source or ·. 

•· other public sourc:e.financingco111mitments. · 

(e) .. Each application for · financial assistance from the 
Fund shall be accompanied qy evidence of all requisite 
Federal and/or State envitonmentaf permits, necessary: for 
the project. · · · 

~f) Each application for financial assistance from the 
Fund shall be · accompanied by a pfan for the. utilization of 
minority and women contractors and equal opportunity for 
employment in connection with the. project (see N.J.A.C: 
19:31-7.6). . 

19:31-7.4 Financial assistance 
(a) N:o more than 20. percent of the total financial assis~ 

tance provided from the Fund shall be in the form of grants 
or other nonaJending assistance. .. · · · · 

(b) The total amount of financial assistam;e provided to 
project applicants in· any county'during .any. year shall riot 
exceed 20 perc6nt of the appropriation made during that 
year to' the Fund. 

( c) No. financial assistance from the Fund shaltb.e grant-
ed to an individual applicant project unless at least 50 
percent of the total eligible project cost consisJs of private 
resources. Fo.r .purposes of these· rules;· .. private .resources 
shall include, but are not limited to: . . . . 

- • < ., ·: ' • 

1. Conventional prj;ate sector mortgages; 

2. Purchase money mortgages; 

3. Industrial Revenue. Bonds; 

4.• · Leases; 

5. Loans guaranteep liy the Federal. Small Business 
AdIDinistration, or siIDifat loan guarantees of other gov-
,ernmental and/or quasi~governnientatentities; and 

?· · Equity investments in .the project 
. ' ,. ,, ' . ,, 

(c,i) 'fhe Fund shall provide loans in. the .form of perma-
nent subordinate mortgage financing for eHgible project cost 
·at orheloW market rates of interest,. as det'~imined by the 
Authority(seeN.J.A.C. 19:31-7.5(c)). 

•. · (e) The. applicant shalL s~cure interim financin.gon all 
,projects involving construction, unle~s the Authority agrees 
· otherwise in writing. The interim lender shall assume full 
responsibiHty for monitoring the construction of a project 
and forits timely completion. The .interim lender may be 
the f1r,st mortgage lender or anoth¢r experienced,' qualified 
construction lender and shall be appr,oved by the Authority. 

(f) Th~ applicant Shall have such equity in the project as 
the Authority may.deem appropriate to insure the appli-
cant's ~bility to repay the loan fro111 the Fund. 
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·•:, .. 

:(h) Assistance- oth.er1 thfill·•loans ftqmJh,e Fun~ may b'e 
approved where the AutJ,10rity deem~. s_uc1Lassistatjce ,necess , 

·· ·••. / siuy tq the success .pf _the,project;. ·' Such. a~~istaJlce1.~hld,l not • ; 
·tie provtdid-'>io.r, :iirojects ·. that c~<f;f: fun.de~ PY ·, loa11s; •. ·. 

·i··} . ···i . . 
19:31-7.S · T~rms offinancialassjst~JJ.c_e _1, 'j :· .: <•:;por,ta.tiop;' '.,;;;'. · ,,,_., ., . , , __ 

.. ':, ( a) '..Th.e' ·min~~- loan amount: :rr~~ tp~ Pun~.- shall ?e • < .. '' :J-f~ \the ~~k-ei q.(~4pporf'rqr; p~tidpatlo1lhi;·;afi4;qr\ . 
, $50,000 and the maximum loan amount from,the Fund shall . • <ult tl · • b - t th . · · e-T 'thin· th · ·· · • -1 ·ty · · · 

'1's~2;00),000/;'. . . ,, I '. + .·• . '+'.~i,~1~tit:~ltebt~::.:d/: • ft-t:!ft212:::rttB~z ~:=J~,~;iob~whlcli~~(for8period~ . 

. ·_ .· ~;~:!i!tt:!:·:::~:~~ ~t~~~:!r!~!~~:}i~~ ~imi of -lban ' .· •·. ·•.··• .•. ::.:,l.i .•. :.·.:.':$.-t.~.-.\.~.rk.b·······.~-::_1.o.~.~.:.·•.~:.:_ •.. th.:.-... :l.:.:.:.;_._~t.·_;·····•.f_:.=.~ .... ·•.:.: .. 1l_". r! ... 
. . . -Amende;:b; R.1995 d.435;_·effective 21,.~9·~~: .--. / ;-t _ . · 
.. _ See: 27 N.J.R. 2377(a), 27 N.J.R._-3216(11). . L , • _ .. '. <i, - ... . _ _' .. ·~~~te;_~:R~-;:J(!)~;~ N~~:~;~~~r;~5Y:~~4': \ '. ... ··•.·,·•if/'•.·· . 

· Ih ( c ), subs~tuted· "three for "five". · ; - · · J-- · 
··,·. ,- .,,'. ~.,;'. ... :.,-.--~: i .. :-;_,_>·' , .. ·'.·.·• .. · .. ·.~-~.•1/ ... ·.• .. ·· .. -·:.c ,r_. . __ ·:r:,·_ 

.· l~=3,1~7i~--:•~t:~•e!~'~? ?f,ar~!Ic~~•Q~f . '...tr:: ··;:.· ... <>; 
·.·••.· .. (a), The, Aqt~9qty ~h,all ev_aiuiltcr and,r~· ~achJi:rpphca-; 

••·. :i[f lif !Sli!;1 .............. · .... ·· ... · ?'.···•·<• ........ • ..... · •..•..... > 
· cp~~~ed,and/or mAA1t~med.g:in;c~y•yyt.qe[pro1eqt,;e:,cclµd-· · i,'(b)..The deve,loper artd/ot ge,iieral cpntrac;tpr of' the\pro~ ·.•··· 

•·.••.t7ir.1;~;3~if!~~~ir~t~W·J!;~it'.t~~~~~~~:;;r .. 
. ' the ptpje~t;Jor:}i.iJ.: existjng .¢r,l't&rprise that. bt})erwise .woul\t , •, witµ t.h,e · contFact surn to be. p_aid to eac;h m!nq1:,1ty bu~mess~. 

··1t??::t.r:,;'~~~l~·.of :J~.~:io::•· ,jf}t~~Jl:~=;:i1fZ::~t~\.····. 
munic~pality as .a result·of ~e completiotof_the'. pr~jecti accorda1;1cd-with:N.J;AG, 12A:{Q:.-2: : . 

. 1;.5;.!~~::•:;.t;;;, •~~1== ) ~-i·=(t)·.·.··~.~.·~.•e.>.';.A_Ru.e:_h.~,.1: .. ••.1.·.·ty
1
_·Q.n. Ja.f .. y:

6.'.i: .. _:,:.i:.•·.i:s: .... i.·.:.t.~io.~_,n.·.·•-r.::_:. 0
:_··•·p•••~. '•~.· .. ••··•· .. ~.·.r.•.·.·····=/ · 

·_ . 6.· }1/peth~~\he pioJ~it}~s.µItsjµjh{ ~aint6If*h~ ?f:.;>> : . . . . . . . : 
proyf$1,'.gn:ofat Ieas.ftli,e -S:arii:¢ ilurnbe1'.'J)f fo:>\i'sjng{µJ1,iti: M:: ·, ~f the fm~c1al -~ss1sta:re ft:om the, J<'.und wheD: _it,. has 

-::·:'._~}i > .;__ ... ' '.¥, . .".i;., ; ' . . 

' '.C :: ,· L .. The cohitpitme~f:i.M' oth,~r·'t~ithdal're_soui-c~~ frgµ{ .\ ·-·-~r~.;1;;1;1,~:;i::· 
, .(',.,, 



ECONOMIC DEVELOPMENT AUTHORITY 

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, D}vision 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 application and a spending certifi-
cation form. 

( c) 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 

19:31-12.S 

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. 

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

Amended by R.2000 d.297, effective July 17, 2000. 
Se1e: 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; 

11. Creditability/plausibility of concept; and 

m. Scientific/technological resources 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; 
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5. The financial resources of the apJlicant including: 

i. The degreeto which the propoi,ed financial assis-
tance demonstrates the prospect of a ~ignificant positive 
change in net income or loss based upon the recent net 
income or loss trend; · 

ii. Liquidity; 

iii. Market share; and 
I 

iv. Ability to access other financiai assistance; and 

6. Use of the proceeds of the anticipated sale of tax 
benefits. · ' 

' ' 

(b) After completing its review under (1a) abov~, a deter-
mination shall be made by the Authority ~s to thei merits of 
the request and. its adherence to the statdtory requirements 
of the program. Upon this determinatioi;i, if the iapplicant 
was authorized to sell and did sell tax benefits in• the prior 
year, a spending certification is reviewed ;and a determina-
tion that the agreement is in conformance: with th~ require-
ments of the program. 

( c} If a positive determination is made, the tequested 
approval is forwarded to the Division of Taxation fcpr review. 

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

In (a), rewrote 4 and Si. 

19:31-12.6 Approval process 
(a) Only the members of the Autho~ity can deny an 

applicant's eligibility in the program. ' 

(b) When the members deny a request, the minutes at 
which such denial occurs are submitted to the Governor 
, • ' I 

( c) The members' action is effective 10 working days after 
the Governor's receipt of the minutes, provided no1 veto has 
been issued. · 

I i 
( d) An applicant may appeal the Boarq's actiol} by sub-

mitting in writing to the Authority, within :20 days)rom the 
date of the Board's action, an explanation as to ',how the 
applicant has met the program criteria. Tlle Authority can-
not consider any new information about t\he project devel-
oped after the June 30 submission deadli.ne dnly that 
information clarifies the application filed Jhall be teconsid-
ered. In the event the company is reconsipered as eligible, 
its application shall be presented at the next availao,le Board 
meeting. 

Amended by R.2000 d.297, effective 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, effective July 16, 2001. 
See: 33 N.J.R. 1567(a), 33 N.J.R. 2495(b). 

OTHER AGENCIES 

In ( d), rewrote the first sentence. 

19:31-12.7 Allocation of tax benefits 

(a) The Program is· authorized to provide $40,000,000 of 
tax benefits over each fiscal year. In the event the total 
amount of transferable tax benefits approved exceeds these 
limitations or any subsequent limitations, the Authority shall 
allocate the transfer oftax benefits as follows: 

1. Each company is limited to a maximum lifetime tax 
benefit of $10 million. 

2. Businesses with· less than $250,000 in tax benefits 
will be authorized to sell all of their benefits in the 
current year. ·· 

3. Businesses with more than $250,000 in tax benefits 
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 prior year, with a minimum of 
$250,000. 

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 multiplying that 
amount by the following factor: 

Fiscal Year Dollar Authorization-
TotaI · 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 with less than $250,000 of tax 
benefits plus the minimum tax benefits authorized for busi-
nesses with more than $250,000 of tax benefits. 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 allo.cated 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, effecfr.'.e 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 
ancl" followitrg "provide" in the introductory paragraph. . 
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