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SENATE No 1446

STATE OF NEW JERSEY

INTRODUCEDFEBRUARY 27, 1: 4

By Senators RAND, GAGLIANO, FORAN, COW.' N and HURLEY

DD H W N - D=

Referred to Committee on Transportatieli and ‘‘ommunications

AN Ao'r concermng ﬁnancmg for the State’s tran portatlon system,
. creatmg the New J ersey Transportatmn Trus; Fund Authority

and defining its functlons, duties and powers, including the au-
thorization to issue bonds, notes and other ohligations, creating
the Transportation Trust Fund Account within the State General
I‘und providing for the credit to the Transpor ation Trust Fund
Account of $88 million nnd amounts equal to increases authorized
in motor vehicle reglstratlon fees, providing for payment of
funds of the New J ersey Transportatmn Trust Fund Authority
to the Special Transportatmn Fund, and amondm(r “The New
Je ersey Highway Authority ‘Act,” uppro ved April 14, 1952 (P. L.
1952, c. 16), the “New Jersey Expressway Authority Aet,”
approved February 19, 1962 (P. L. 1962, c. 10), and the “New
Jersey Turnpike Authority Act of 1948,” approved October 27,
1948 (P. L. 1948, c. 454) to provule authority for contractual
payments by these toll road authorltles to the State or the New
J ersey Transportatlon Tmst Fund Authority, amending various
other parts of the statutory law and supplementmg Title 27 of
the Rev1sed Statutes .

Be 1T ENACTED by the Senate and lzeneral Assembly of the State

of New Jersey:

1. (New section) This act shall be known and may be cited as

the “New Jersey Transportatlon Trust [‘und Authonty Act of
19847 '

2. (New section) 'The Legislature ﬁnds a'nd declares that:
a. A sound, balanced transportatmn system is vital to the future

EXPLANA'I'KON—M.nuer enclosed in bold fnced brm‘kelu [thus] in the sbove blll

is not d and is in o be d in he law.
- Matter pnmed in ilnlxeu llms is- new matter.
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of the State apd is a key féc,tor in ifs gontinged economic develop-

ment.

b. The transportation infrastructure of the State is among the
most heayily used in the nation and has deteriorated a}armmgly
in Tecent years with parts of the highway system reaching the end
of their useful lives. This deterioration has heen caused, in part,
becauSe New Jersey, unlike most states and the federal govern-
ment, has not provided « stable source of transportation fundm«'

¢. There exists an urgent need for a stable and assured method

of financing the plannirg, acquisition, engineering, constructml., )

reconstruction, repair and rehabilitation of the State’s tr ansporta-
tion system, including the financing of the State s share under fed-
eral aid highway laws of the cost of planning; acquisition, engi-
neering, construetion, reconstruction, repair, resurfacill;f and
rebabilitation of public highways and of the State’s share of the
planning, acqulbitlon, cngineering, construetion, reconstructlon,
repair and rehabilitation of public transportation and other trans-
portation projects in le State, that will enable the State to con-
struet and maintain the sufe, balanced, sound and efficient trans-
portation system necessary for the well being of the State’s citizens.

d. Unless additional tate funding is provided immediately for
the State transportation systems, the cost of repair and reconstruc-
tion will increase geonetrically and the economie well bemg and
safety of users of the State’s transportation system will be en-
dangered. '

e. Transportation facilities under the jurisdiction of counties and
municipalities form an integral and vital part of the State’s trans-
portation system. Without State aid, counties and mumcxpahtles
will be unable to meet the cost of maintaining, rehabilitating and
improving these faciliiies.

£. The State’s commitment to the payment for and fmancmo of

the State transportation system in a stable fashion, thus gnsunn“ ’

a predictable and continuing public investment in transportation
and allowing the Stai: to take full advantage of funds provided
by the federal govermuent, is & public use and public pl_irpqse for
which public money m:y be expended and tax exemptioﬁ,s granted;
and that the powers and duties of the New Jersey Tlan‘sportation
Trust Fund Authority and the other measures heremafter descnbe«l
are necessary and proper for the purpose of achlevmg the ends
herein reeited. :

3. (New section) The following words or terms as used in this
act shall have the foilowing meaning unless a different meaning
clearly appears from the context:
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“Act” means this New Jersey ’]‘mnbpormtlon qut Fund -
Aauthority Act of 1984
b. “Authority” means the New Jmsey Trausportation Trust

‘Fund Authority ereated by section 4 of this act.

¢. “Bonds” means bonds Issued bv the authonty pursuant to the )
act, » _

d. “Commissioner” means the Commissioner of Transportation.

. “Department” means the Department of Transportation.

f. “Federal aid highway” means any highway within the State
in connection with which the State receives p:iyment or ,rcir‘nburso-‘ '
ment from the federal government under the terms of Title 23,
United States Code or any amendm,em;‘,v snccessor, or replacement '
thereof, for the purposes contained in the aet.

g. “Federal gov‘érnment” means the United States of Americé,
and any- officer, depaft.ment, board, comnmission, bureau, division,
corporation, ageney or instrumentality thereef. ‘

h. “New Jersey Expressway Authority” means the publie cor-
poration created by section 4 of chapter 10 of the Laws of New
Jersey of 1962 as amended or its suceessor.

i. “New Jersey Highway Authority” means the pablic eorpora-
tion created by section 4 of chapter 16 of the Laws of New Jersey
of 1952 as amended or its suecessor. '

j.-“New Jersey Turnpike Authiority” means the public corpora-
tion erested by section 4 or chapter 454 of the Laws: of New Jersey
of 1948 as. amended or its successor.

k.- “Notes” means notes issucd by the anthority pursuant to the
act. ‘ ’ ‘

1. “Btate agency” nieans any officers, débm'tment, board, commis- »
gion, bureaun, division, agenéypr instrume ntality of the State.

m. “Toll road authorities” means and includes the New Jersey

- Turnpike Awuthority, the New Je'rsev' Highway Authority and the

New Jersey Expressway Authority.

4. (New gection) a. There is: hereby established in the depart-
ment’ a-publlc body corporate and politie, with oorporate suecession,
to be known as the “New Jersey Transportation Trust Fund Aa-
therity.” For the purpose of complying with the provisions of
Article V, Section TV, paragféiph"l' of the New Jersey Constitution,
the authority is: hereby allovated within'the: Department of Trans-
portation; but notmthstauqu smd allc ication, the authority shall
be independent of any supemsmn or cantrol by the depurtment
or by any board or officer thereof ‘The mthorlty is hereby consti-
tuted as an mstrmnentaht‘y of the Stat( exercising public and es- .

- sentinl governmental funetions no part of whose revenues shall
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accrue to the benefit of any individual, and the exercise. by the
authority of the pewers conferred by the act shall be deemed and
held to be an essential governmental funetion of the State.

b. The authority shall consist of five members as follows: the

commissioner and the State Treasurer, who shall ‘be members ex

officio, another member of the executive branch to be appointed by
the Governor who shall also serve ex officio and at the pleasure
of the Governor, and two public members, who shall not be.of the

same political party, and who shall be appointed by the Governor,

with the advice and consent of the Senate. The public members
first appointed by the Governor shall serve for terms of two and
four }*ea-ré, fespectiv.ely, and thereafter for terms of four years.
Each public member shall hold office for the term of their appoint-
ment and until their successor shall have been appointed.and quali-
fied, A -member shall be eligible for reappointment. Any vacancy in
the membership occurring other than by expiration of term shall be
filled in the same manner as the original appointment but for the

unexpired term only.

¢. Each public member may be removed from office by the Gov- V

ernor, for cause; after public hearing, and may be suspended by

the Governor pending the completion of such hearing. Each mem-

ber before entering upon their duties shall take and subseribe an
oath to perform the duties of their office faithfully, impartially and
justly to the best of their ability. A record of such oaths shall be
filed in the Office of the Secretary of State.

d. The commissioner shall serve as chairperson of the authorlty '

The members shall annually elect one of their number as vice chair-
person; The members shall elect a secretary and a treasurer who
need not be members, and the same person may be elected to serve
both as secretary and treasurer. The pdwers of the authority shall
be vested in the members thereof in office from time to. time and
thiree members of the authority shall constitute a quorum at any
meeting thereof. Action may be taken and motions and resolutions
adopted by the authority at any meeting thereof by the affirmative
vote of at least a majority of the total authorized members of the
authority. No vacancy in the membership of the authority shall
impair the right of a quorum of the members to exercise all the
powers and perform all the duties of the authority. )

e. The members of the authority shall serve without compensa-
tion, but the anthority shall reimburse its members for actual ex-
penses necessarily incurred in the discharge of their duties. Not-
withstanding the provisions of any other law, no memmber shall he
deemed to have forfeited nor shall they forfeit their - office or
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k)
employment or any benefits or emolunents thereof by reason of
their acceptance of the office of ex officio member of the authority
or their services therein.

f. Each ex officio member may desivnate an employec of their
department or agency to réﬁresent’ thera at meetings of the author-
ity. Each designee may lawflil_ly vote .nd otherwise act on behalf
of the member for whoin they constitule the‘designee'. The design-
nation shall be in writing delivered to the anthority and shall con-
tinue in effect until revoked or amended in writing delivered to
the authority.

g. A true copy of the minutes of every meeting of the authority
shall be forthwith delivered by:and urder the certification of the
secretary thereof to the Governor. No:action taken at the meeting
by the authority shall have force or cfiect until 15 days after sucii
copy of the minutes shall have been so delivered unless during
this 15-day period the Governor shall approve in writing the same
or any part thereof in which case the action shall become effective
upon approval. If, in said 15-day period, the Governor returns a
copy of the minutes with his veto of any action taken by the au-
thority or any member thereof at the imeeting, the action shall be
null and void and of no effect. ‘Notwithstanding the foregoing, if

the last day of the 15-day period shall be a Saturday, Sunday or

legal holiday, then the 15-day period shall be deemed extended to
the next following business day. The powers conferred in this
paragraph upon the Governor shall he exercised with due regard
for the rights of the holders of bonds. notes or other obligations
of the authority at any time outstandir:g, and nothing in, or done
pursuant to, this paragraph shall in any way limit, restrict or alter
the obligation or powers of the authority or any representative
or officer of the author‘ity to carry out #nd perform in every detail
each and every cOQenant, agreeihent or contract at any timne made
or entered into by or on behalf of thc-authority with respeect to
its bonds, notes or other obligations or for the benefit, protection
or security of the holders thereof. o o

h. The authority shall continue in e<istence until dissolved by
act of the Legislature on condition that the anthority has no debts,
contractual duties or obligations outstayding or that provision has
been made for the payment, discharge or re_atiremeut of these debts,
contractual duties or obligations. Upon any dissolution of the au-
thority all property, rights, funds and assets thereof shall pass
to and bécome vested in the State.

5. (New section) It shall be the sole purpose of the authority:

2 - ¢reated under this act, to provide the payment for and financing
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of all, ora portion‘of, the-costs incurred by the department:for the-
planning, -aequisition, engineering, eonstruction, *remn's'&uétion,

repair .and rehabilitaton of the State’s transportation gystem, in-

cluding, without limitation, the State’s share (inchading ‘State ‘ad-
vances with respect to any federal share) under federalaid highway
laws of the-costs of planning, acquisition, engineering, cons'tri'mtion,
reconstruction, repair, vesurfacing and rehabilitation ef public
highways, the State’s share (including State advances with respect
to any federal share) oi' the costs of planning, acquisitiof, engi-
neering, construction, reconstruetion, repair and rehabilitation of
public transportation, and other transportation projects in the
State, and State aid to counties and municipalities for transporta-
tion projeets, all in furtherance of the publie policy declared in
section 2 of the act, in the manner provided for in the act.

6. (New section) In addition to all other powers granted. to the
authority in the act, the authority shall have power: '

a. To sue and be sued;

b. To have an official seal and alter the same at its pleasure;

¢. To make and alter bylaws for its organization aud internal
management and rules and regulations for the conduct of its:affairs
and business; .

d. To maintain an office at a plac¢e or places within the State as:
it may determine;

e. To acquire, hold, u:e and dlspose of its income, revennes;: fxunds
and moneys;

f. To acquire, own, lense as lessee or lessor, hold, use, aell, trans-
fer, and dispose of real or personal property for its pmrposes;

g. To borrow money and to issue its bonds, notes or ather ohli-
gations and to sccure the same by its Tevenues or: other funds and
otherwise to provide fcr and secure the payment thereof and to
provide for the rights of the holders thereof and to provide for -
the refunding thereof all as provided in the act;

h. To issue subordinated indebtedness and to enter :into bank
loan agreements, lines of credit, letters of credit and other:security
devices as provided for in the act;

i. In its own name or in the name of the State, fo apply forand
receive and accept appropriations or grants of property; money;
services or reimbursemonts for money previously spent and ether
assistance offered or made available to it by or from any person,
government, agency, public authority or.any publie and private
entity whatever for any lawful corporate purpose-of the authority
including, without limitation, grants; appropriations or reimburse-
ments from the State or federal government with respeet to their
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respective. shares under federal aid nighway laws of the costs of

- planning, aequisition, engineering, construction, reconstruction,
.Tepair, Tesurfacing. and rehabilitation of public highways or the

costs ‘of planning, acquisition, engineering, construction, recon-
struction, repair and rehabilitation of public transportation proj-
ecip ‘gnd.other transportation projects, in the State and the au-
thority’s operating expenses and to apply and negotiate for the
same upon such terms and .conditions as may be required by any
person, or agency government er as the authority may determine
to be necessary, convenient or desirable;

3 Subject to any agreement with tlie holders of bonds, notes or

_other obligations, to iﬂ‘n_v-estAmoneys of the authority not required

for immediate use, including proceeds from the s}ale of any bends,
notes. or other obligations, in obligations, securities and other in-
vestments as the authority shall deein prudent;

-k Subject to any agreemncnts with holders of bouds, notes or
-other obligationg, to purchase bonds, rotes or other oblizations of
- the-authority out of any funds ar moncys of the authority available
‘thex"efor, and to hold, cancel or reseil the bonds, notes or other
‘obligations;. '

-1 For its.sole purpose as establishcd in seetion 5 of this aet, to

. appoint and employ .an executive director and such additional offi-

cers who need not be members of the authority and accountants, .

- financial advisors or experts and all such ether or differeut officers,

.agents and employees as it may require and determine their quali-
fications, terms of office, duties and compensation, all without re-
gard to vth.e provisions. of Title 11, Civil Serviee, of the Revised
Statates; _

m. To do and perform any acts and things authorized by the act

“nmder, through, or by means of its officers, agents or employees or.
-by eantraets with émy’ person, firm or corporation or any public

body; -

L md To procure insurance against any losses in eonnection with its

property, eperations, assets or obligalions in apiounts. and from
insurers as it deems desirable; -

.a.. To.make and enter-into aily and a'l contracts and. agreements
whieh the authority determines are necessary; ineidental,.convenient
or desirable to the performance of its duties and the execution of
its powers under the act; aud . '
P To do any and. all ‘things necessary, convenient or desirable

. to-catry out its. purpeses:and exereise the powers given and sranted
carry 3 g g

in the aet. : ; :
. 7.‘,.;('Nl_iw section) The authority shall have the power to accept
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and use any funds appropriated and paid by the State‘to the au-
thority, ineluding, withcut limitation, appropriations and payments
from the Transportation. Trust Fund Account established pursuant
to the act, for the purposcs for which the appropriations and pay-
ments are made. : ‘

8. (New section) The authority shall have the power to enter
into contraets (or take in assignment of the right and interests in
contracts entered into by the treasurer or conimissione'r) with each
toll road authority or otiier State ageney to provide for payments
to it by each toll road authority or other State agency from-avail-
able revenues of the amount or amounts that may be set forth in,
or determined in accorlance with, the contract and for the fixing
of tolls and other charpes at rates as shall be required to provide
for the payments. Subjcct as aforesaid, each coh’tract,- of assign-
ment, may contain eonditions and covenants as shall be-dgreed to
by the authority and each toll road authority or other State agency
and in the case of an assigmment as agreed to by the treasurer or
commissioner, including but not limited to conditions and covenants

-necessary and desirable to facilitate the issuance and sale of bonds,

notes and other obligations of the authority. The authority may
receive and use (and contract for the use of) the amounts paid to
it pursuant to the contracts for any one or more of its corporate
purposes or powers. _

9. (New section) a. The authority shall have the power and is
hereby authorized from time to time to issue its bonds, notes or
other obligations in principal amounts as in the opinion- of the
authority shall be necessary to provide for any of its corporate
purposes, inc! uding th:: payment, funding ot refunding of the prinei-
pal of, or interest or redemption preminms on, any bonds, notes’
or other obligations issued by it whether the bonds, notes, obliga-

- tions or interest to be funded or refunded have or have not become

due; and to provide for the seeurity thereof and for the establish-
ment or inerease of reserves to secure or to pay the bonds, notes
or'other obligations or interest thereon and all other reserves and
all costs or expenses of the authority incident to and neesssary or
convenient to carry out its corporate purpeses and powers; and
in addition to its bonds, notes and other obligations the authority
shall have the power to issue subordinated indebtediiess %hich
shall be subordinate in lien to the lien of any or all of its bonds or
notes. No resolution or other action of the authority providing for
the issuance of honds; refunding bonds or other obligations shall

“be adopted or otherwise made effective by the authority without

the prior approval in writing of the Governor and either the State
Treasurer or the Comptroller of the Treasury.
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b Except as may be bther“}ise expressly provided in the act or
by the authorlty,‘[every issuc of bonds or notes shall be general
obligations payable out of any revenues or funds of the authority,
subject only to any agreements with the holders of particular honds
or hdtee pledging any 'p'uft:icﬁlur' revenues or funds. The :.mfhority
ma&’pfovide the security and pﬂ.y]]vl(!llt provisions for its bonds or

‘notes as it may determine, including (w ithout limiting the gener-

ality of the foregoing) bonds or notes as to which the prineipal
and interest are payable from and secured by all or any portion
of tlie revenues of and payments to the authority and other moneys
or funds as the authority shall determine. In addition, the au-
thority may, in anticipation of the issuance of the bonds or the
receipts of appropriations, grants, reimbitrsements or other funds,
including without limitation grants from: the federal government
for federal aid highways or public transportation systems, issue
notes the principal of or interest on whicli or both shall be payable
out of the proceeds of netes, bouds or other ohligations of the
authority or appropriations, grants, reimbursements or other funds
or revenues of the authority. The authority may also enter into
bank loan agreements, lines of credit and other securitv devices
and obtain fof or on its hehalf letters of credit in each case for the
purpose of securing its Honds, notes or other obligations or to
proﬁde direct payment of any costs which the authority is au-
thorized to pay by this act and to secure repaynient of any hor-

‘rowings under the loan agreem‘ent line of ecredit, letter of credit

or other security agreement by its bonds, notes or other obliga-
tlons or the - proceeds thereof or by any or all of the revenues of
and pay'ments to the anthority or by any appropriation, grant or
reimbursement to be received by the authority and other moneys
or funds as the authority shall determine.

¢. Whether or not the bonds and notes are of the form and chm-

_acter as to be negotiable instruments under the terms of Title 124,

Commercial Transactions, New Jersey Statutes, the bonds and

" notes are hereby made negotiable instruments within the meaning

of and for all the purposes of said Title 12A. ‘

d. Bonds or notes of the authority shall be authorized hy a reso-
lution or resolutions of the authority and may he issued in one or
more series and shall bear the date, or dates, mature at the time
or't’ix:;lés, bear interest at the rate or rates of interest per annum,

'be in the denomination or denominations, he in the form, carry the

conversion or reglstra’clon prwﬂeges, ha\e the rank or priority,
be execated in the manner, be payable ‘from the ‘sources, in the
mediitn of payment, at the ﬁlace or phces Wwithin or without the
St.ate, and be subject to the terms of redemption (with or without
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premmm) as the.resolution or regolutions may prov1de Bonds or.
notes may-be further sceured by- -a -trust - inderntiire between the‘

-authority:and-a-corporaie trustee within or withiout the. State Al
-other-obligations of the authority-shall be: ‘authorized by: resolutmn
“eontaining terms-and conditions as the authority sha]l detemune

-e. Bonds, notes or 6thor obhgatlons of the: authonty may be sold

-at:public or private-sale at.a price or" prices-and in‘a manner‘as the
-authority:shall determine. “Every ‘bond shall mature and be . paid
-not later than 30.ycars from.the date thereof. )

‘f. ‘Bonds. or. notes may e issued :and ‘6ther obligatiohs 'ﬁncﬁfi*fed
under the provisions of the act without obtaining the ‘consent of
any-department, divisio:, comnusswn, board, bureau or *agency ‘of

‘the State, other than th: approval as required’ by subsection-a. ‘of

this section, and ‘without any other proceeding or the happenmg

«of .any other-conditions or other things than ‘those proceedln"s,‘

conditions-or things which are specifically required by thela.ct.

8- Bonds, notes -and other -obligations of the -authority dssued
or.incurred under‘the provisions of the act shall not be in‘ary way
a.debt or liability of the State or of any political subdivision: thereof

other than the authority and shall not ‘eredte ‘or constitute’ :any if-
debtedness, liability or «)bligat»ionAo‘f the ‘State ‘or ‘of ‘any fff)p]iﬁ‘é‘a';].
subdivision or be or constitute a pledge of the faith and credit ‘of

the State -or of any political subdivision but fa'l“l‘bonds, notes and
obligations, unless funded ‘or refunded by bonds, notes or "é"the“r
obligations of the authority, shall be payable solely from revenues
or funds pledged or available for their payment as «anthdriZed in
the act. Each bond, no:e or other obligation shall contam on its
face a statement to the cffect that the authority is obhgated to

pay the prinecipal thereof or the interest thereon only fl;o i Tev-
entues or funds of the authority and that neither the State not any
political subdivision thereof is obligated to pay the pr‘i;'i‘ci‘piﬂ or:
interest and that neither the faith and credit noi tlhe taxing power
of the State or any political subdivision thereof i pledged to the
payment of the prinecip:l of or the mterest on the bonds; notes or

100 other obligations.

101

h. All expenses incurred in carrying out the prowslons .of the‘ .

102 act shall be payab]e solcly from revenues or fonds provided or to
103 be provided under or pursuant to the provisions of the act and
164 nothing in the act shall be construed to authorizé. the authonty to
105 ineur any indebtedness or liability on behalf of or payable by the
106. State or any political subdivision thereof, ‘

1
2

10. (New section) In any resolution of the authorlty authonzmg
or reIatmg to the issuance of any bonds, notes or other obhgatmns’
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- or ini'any indenture seciiring the bonds, notes or other obligations,

the authority, in order to secure the payment of the bonds, notes

.or other obligations and in addition to ils other powers, shall have

the power by provis;ions'therein which shall constitute covenants
by the authority and contracts with the holders of the bonds, notes
or other obligat'ions‘:

a. To pledge all or any part of its revenues or receipts to which
its rlght then exists or ‘may thereafter come into existence and
other moneys or funds as the authority shall determine and the
moneys derived therefrom, and the proc ceds of any bonds, notes
or other obligations;

b. To pledge any agreement ihcluding, without limitation, the
contract or contracts referred to in section 22 of the act, contracts
with the toll road authorities or other State agencies, and any
graiit, contract, or agreement with the federal government or the
revenues or payments thereunder and the proceeds thereof;

c To covenant against pledgmg all or any part of its revenues

-or recelpts or its agreements and the revenues derived thereunder
21 -

or the proceeds thereof and other mdneys or funds as the authority
shall determine and the ’iiienej's derived therefrom or against per-
mlttmg or suﬁ'etmg any lien on any of the foregoing;

d. To covenant with respect to limitations on any right to sell,

“ lease or otherwise dispose of any property of any kind;
26

e. To covenant es to any bonds, notes:and other obligations to
be issued and the limitations thereof and the terms and conditions

' thereof and as to the custody, application, investment, and dispo-
29

sition of the proceeds thereof;

f. To-covenant as to the issuance of additional bonds, or notes
or other obligations or as to limitations on the issuance of addi-
tional bonds, notes or other obhgatrons and on the incurring of
other debts by it; ) i

g. To covenant as to the pavment of the principal of or interest
on the bonds, notes, or other obligations, as to the sources and
meﬂiods of paj*rixent, as to the rank or priority of any bonds, notes

_or obligations with respeet to any lien or security or as to the

acceleration of the maturity of any bouds, notes or obligations;

h. To prov1de for the rep]acement of lost, stolen, destroyed or
muhlated bonds, notes or other obligations;

i. To covenant against extending tho time for the payment of
bonds, notes or other obligations or interest thereon;

i. To covenant as to the redemption of bonds, notes or other-
obligét'rohs and p}rivileges of exchange thereof for other bonds,

notes or other obligations of'ihe authority;
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k. Subject to the rights and sepurity. interests of the holders
from time to time.of bonds, notes ‘or.other obligations heretofore
or hereafter issued by cach of the toll road autherities or other
Statc agencies, to covenant as to the enforcement of 511)7 term in
any agreement, entered into pursnant to the act, to \vhich the au-
therity is'a party or an assignee, fixing amounts of funds of the
toll road authorities or other State agencies to be paid éver to and
received by the authority iu each year or other period of time,
including any term concerning the fixing of tolls and other charges
by the toll road authorities or other State agencies at rates as shall
be nccessary to provide ‘the amounts of funds; k

1. ''o.covenant to creale or authorize the creation of speclal funds
or moneys to be held in pledge or otherwise for payment or re-
demption of bonds, notes, or other o‘bliwations, reserves or other
purposes and as to the use, investment, and dlspomtlon of the
moneys held in the funds;

m. To establish the plocedufe, i any, by which the terms of any
contr act or covenant with or for the benefit of the holders of bonds, .
notes or other obligations may be amended or abrogated, the amonnt
of bonds, notes or other obligations the holders of which must
conscnt thereto, and the manner in which the consent may be given;

n. To provide for the release of propér;ty, -agreements, or rev-
enues and receipts from any pledge and to reserve rights and
powers in, or the right to dispose of, property V&hi(__:h is subject to
a plfd"e

. To pl‘OVld(, for the ughts and habﬂltles, powers and duties
arising upon the breach of any covenant, condltlon or obhgatlon
and to prescub(, the events of default and the terms and conditions

“upon which any or all of the bonds, notes or other oblwatlons of

the authority shall become or may be declared due and-payable
before maturity and the terms and conditions vlzu»pon which any
declaration and its consequences vmﬁy be waived; ’

p- To vest in a -trﬁstee or trustees within or without the State
such property, rights, powers and duties in trust as the ‘iythoiﬂii;y
may determine, and to limit the rights, duties and powers of such
trustee;

. To execute all bills of sale, conveyances, deeds of trust and
ether instruments neccssary or convenient in the exercise of its
powers or in the performance of its coyenants or duties;;

1. Mo pay the costs or cxpenses incident to the enforcement of
the honds, notes or other obligations or of the ;p-xtovisibns of the
resolution or of any covenaut or agreement of the authority with
the Liolders of its bonds, notes or other obligations;
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8. To hmtt the nghts of the holder of any bonds, notes or other

,obhgatmns to enforce any p]edge or (ovenant securmg the bonds, PR

notes or-other obhgatxons and - : .
t. To make covena.nts, in addltlon to the covenants llelem ex-
pressly ‘authonzed,ﬁ of like or different charactor, and to make

covenants to do or refrain from doing acts and things as may be
. necessary, or convenient and desirable, in order to better secure

bonds, notes or other ob]igations or whieh in the absolute diseretion :

.of the au‘t]v;lorbity will tend to make hondsg notes or other. obliga-

tions more marketaible, notwithstanding that the covenants, acts

5 or things may not be enumerated hercin.

~ 11 (New. section) Any pledge of revenues; inoneys, funds or

" other property made by the authority shall be valid and binding

from t_he time when the pledge is made: the revenues, moncys, funds
or other property so pledged and thereafter received by the au-
thority shall immediately be subject to the liens of the pledge with-
out any physical delivery thercof or further act, and the lien of

~any pledge shall be valid and binding as against all parties having

claims of any kind in tort, contract or otherwise against the au-

thority,. irrespective. of whether the parties have notice thereof.
.Neither the resolution nor any other instrument by which a pledge

of revenues, moneys.or funds is ereated need be filed or recorded
except in the records of the authority. .

12. (New section) Neither thenleml)ers of the authority nor any
person executing bonds or notes or other obligations issued pur-
suant_to this act shall'be liable personally on the bonds, notes or
other obligations by reason of the issuance thereof. )

13. (New section) The authorlty may ‘establish reserves, funds
or accounts as may be, in 1ts dlscretmn, necessary or desirable to
further the accomplishment of the purposes of the authority or to
comply w1th the prov1s1ons of any a(rruement made by OT any reso-
lutlon of the authorxty S '

- 14. (New section) The State does horeby pledge to and covenant

. and agree with ‘the holders of : ,any bonos, notes or other obligations

iésued or incurred 'pur'suant to the autnoriiation of the act that the
State will ot limit or alter the nghts or_powers hereby vested in
the authonty in any. way that wou.ld 1oopardlze the interest of the

_holders or mhlblt or prevent peri‘omnance or: fulﬁllment by the

anthonty of the terms of any agreemcnt made with the holders of

the bonds, notes or. other obligations, or prevent the authority {rom
vobtammg snﬁ‘iclent revenues which, together with other available
: fund.s -shall be sufficient to meet all expenses of the authority and
: fnlﬁll the terms of any agreement made with the holders of the
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bonds, notes or.other obligations, fogether with inter ot

with interest on any urpaid installments of interest, é;ji'd ;z'zllfc_osts
and expensps,m connection with any action or:proceedings by or
on b,,e_h,élf of the holders, or from receiving payment of funds of
the toll road duthoritics or other State gggncies as provided in
any agreement provided for in the act or fiqm. agreeing with the
toll road authorities or other State agencies to fix tolls' and other
charges at rates as shull be 'necessaryAtp produce the a,xj;g]@;its -of

“funds are required by any agreement, until the bonds, notes o-‘r other

obligations, together with interest t};ereo‘n, are fully met and dis-
charged or provided for. The failure of the State to gpp‘i’opriate :
moneys for any purpos: of the act shall not be (legixgcd ‘or éqn§t1'ue<i
to be a violation of this seetion. ' o

15. (New section) The State and all public officers, governmen-
tal units and agencies thereof, all banks, trust companies, savings
banks and institutions, huilding and loan associations, savmgs and
loan associations, investment companies, and other pel_'gb'ns" carry-
i_ngvr.m a banking business, all insurance -compg_mi,cs;,: insurance as-
sociations and other persons carrying gh an’ inéu-raiicé Btiisillessv,‘
and all executors, vadm'i'nistrators,'guatdiaﬁs, trastees and other
fiduciaries, may legally invest any sinking funds, m'o‘lléy'st"dr.bthgr
funds belonging to them or within their control in any bonds or
notes issued pursuant to the act, and the bonds or nbte's :shall be
anthorized security for any and all public deposits. -
' 16. (New section) All property of the authority is deelared to
be public property devoted to an essential public and goverimental
function and i)qrpose and shall be exempt from all taxes and'special
assessments of the State or any political subdivision: théreof. All
bonds, notes or other obligations issued pursuant to-the aet are

Terehy deelared to be issued by a body corporate and politic of the

State and for an essential publiec and governmental purpose and

- the honds, notes and other obligations, and the interest thereon

and the income thercfrom, and all funds, revenues,“income and
other moneys received or to be received by the authority and
pledged or availablé to pay or secure thé payment of t‘hg"hgndg
notes and other obligations, or interest thereon, shall gt-i;rlltﬁm"es'

be exempt from taxation except for transfer, inheritance and estate
taxes. " ’ e
17. (New section) On or before the first -day of Seéptember in
each year the authority shall make an annual report of ité ohjectives
for the preceding fiseal year to the Goverdor and to tlle'Legisiature,
in addition to responding {o other recuests made }iy the Législat):;rc
from time to time. ¥ach such repdrt shall set forth a ~c6m§1ete ’
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operating and financial statement covering its operations during’.

the year. The authority shall cause a: d audit of its books and ac-
eounts to be made at least once in e:ch year by certified public

- accountants and the cost thereof shall »e considered an expense of
_ the authority and a copy,}thereof'shail Ve filed with the Comptroller

of the Treasury.
‘18._ (New section) All officers, departments, boards, agencies, di-
visions. and commissions of the State are hereby authorized and

.empowered to render any and all services to the authority as may
. be within the area of their respective governmental functions as

fixed or-established by law, and as may be requested by the au-
thority. . The cost and:expense of any services shall be met and

. provided for by the authority.

19. (New section) The.commissioner is authorized to adopt such
rules; and regulations, in accordance with the “Administrative
Proeedure Act,” P. L. 1968, c. 410 (C. 52:14B-1 et seq.), as he
deems necessary to effectuate the purposes of the act.
~ 20. (New section) There is hereby established in the State Gen-
eral Fund an account entitled “Transportation Trust Fund Ac-
count.” During the fiseal year begnining July 1, 1984 and during

_each succeeding fiscal year in which the authority has bonds, notes
- or qther obligations outstanding, the treasurer shall credit to this

aceount. commencing with the last business day of August 1984 and
on-the last business day. of each succeeding calendar month an
amount not less than $7,333,333.00, provided that if the effective

“date of the act shall be later than July 1984, the initjal credit shall

be an amount equal to that which would have been credited to the
account had the act become effective on July 1, 1984, and further

-provided. that the amount credited during any fiscal year shall not

be, less. than. $88,000,000.00; and an amount equivalent to moneys
received by the State in accordance with contracts entered into
with toll road anthorities or other State agencies. The treasurcr
shall also credit to this account, in accordance with a contract Le-
tween. the treasurer and the authority, an amount equivalent to an
increase of fees for motor vehicle registrations collected pursuant
to the amendment to R. S. 39:3-20 made by this act, provided that
the total amount credited during any fiseal year shall not he less
than $30,000,000.00. No later than. the fifth- business day of the
month: following the month in which a eredit has been made, the
treasurer shall pay to the aunthority, for its purposes as provided
herein, the amounts then credited to:the Transportation Trust Fund
Account, provided that the payments to the authority shall be sub-

. ject-to-and dependent upon appropriations being. made from time
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to time by the Leg‘i‘slﬁtnre of the amounts thereof for the parposes.
of the -act.

21. {New scetion) There is -hereb‘y ‘estziblishéa a ﬁsépa-i-‘dte fund
entitled “Special Transportation Fand.” This fund shall be main-
tained by the State Treasurer-and ‘may be held in depositoties as

may be selected by thc treasnrer and invested and reinvested as

other funds in the enstc:ly of the treasurer in the marinet ‘provided
by law. The commissicner may from time to time (but not more
freguently than monthly) certify to the ‘authority an amourt nee-

.essary to fund paymei ts made, -or -anticipated to be made by ot
'on behalf of the depariment, from appropriations ‘established for

or made to the departient from revenues or other Faiids of the
authority. The commissioner’s certification - shall be deemed ‘con-

rclusive for purposes of the act\ The authority shall within 15 days

of reuelpt of the -certificate,’ transfer from available funds of the
authority to the treasuror for deposit in the Special Transportation
Fund the amount certi.ied by the commissionet, provided that all
funds transferred shal! only be expended by the depaftmén’t pur-
suant to appropriation: or authonzatmns fade from tune to time
by the Legislature for the purposes of the act. ‘

22, (New section) In order to implement. the arranvement pro-
vided for in the act, tle treasurer, the commissioner and the au-
thority are hereby autlorized to enter into one ot more contracts,
The contracts shall con mence with the fiscal year beginning July 1,
1984, and provide for the credit to the Transportation Trust Fund
Account in the amounts provided for in section 20 of the act and
for the payment to the authority of the amounts credited to the
Transportation Trust Pund Account in accordance Wlth the pro-
visions of section 20 of the act. The contracts shall also provide
for the payment by the anthority of the amounts provided for in

 section 21 of the act and for expenditures from the Special Trans:

portation Fund as pro-ided in section 21 of the act. The contract
or contracts shall be o1: terms and conditions as determmed by the
parties and may contain terms and conditions necessary and de-
sirable to secure the honds, notes and other obligations of the
authority, provided, however, that the incurrence of any obligation
by the State under th: contract or contracts, including any ‘paﬁ*—

" ments to be made thercunder from the Transportation Trast Fuiid

Account or the Special Transportation Fund, shall be sabjeet to
and dependent upon appropriations being made from time to tiiue
by the Legislature for the purposes of the act. :

23. (New section) To the extent practicable, not less than 10%
of ‘thé ‘moneys expenced .from the Special Trandportation Fund
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shall b;e-vekpended, with business concerr s owned and cdntrolled by
socially and economicaliy disadvantage individuals. With respect
to projects administered and contractec. for by the department or
by any other State agency, the commissioner shall adopt whatever
rules and regulations or administrative procedures he deems nec-
essary to implement this provision and shall, to the extent practi-
cable, implement the same procedures snd standards for minority
and female business enterprise participation with respect to proj--
ects involving federal aid and those nof involving federal aid.

24. (New section) Notwithstanding tl e provisions of subtitle 4 of

‘Title 27 of the Revised Statutes and . 1. 1946, c. 301 (C. 27:15A-1

et seq.), the commissioner may, pursiiant to appropriations or

- anthorizations being made from time {0 time by the Legislature

according to law, allocate to counties a1 d municipalities funds for
the planning, acquisition, engineering, coustruetion, reconstruction,
repair, resurfacing and rehabilitation «{ public highways and the
’plamli.ng,‘ acquisition, engineering, co istruction, :reconsztruction,'
repair and rehabilitation of publie transportation projects and of
other transportation projects which a ¢o>unty or munieipality may
be authorized by law to undertake. I the case of a county or -
municipality for which an allocation La: been made for the federal
fiscal year beginning Octoher 1, 1983, 0. an amount 6f federal aid

- for the federal aid urban system as defined in 23 U. S. C. 103, the
. amount of State aid allocated under this section in any fiscal year
..shall not be less than the amount of {deral aid so allocated, to-

gether with the amount of matching funds required under federal
law:; No .allocation shall be made to a ccunty or municipaiity with-
out'certiﬁcation by the eommissioner :1) _th,at"there exists with
respeet to that county or municipality a comprehensive plan, which
he has approved, for the effective allocation, utilization and co-
ordination of available federal and Stute transportation aid, and
(2) that the county or municipality has agreed that State aid pro-
vided under this section is provided in lieu of federal aidl for the
federal aid urban system and that acceptance of this State aid
constitutes a-waiver of any claims the county or municipality may
have with respect to the allocation of that federal aid.

25. (New section) It shall be lawful {or each county and munici-
pality, upon notiﬁca’%ion by the commis+ioner of approval for and
the amount of State aid allocated to a praject, to include an aniount ‘
equal to the amount of such State aid in its annual budéet and any
a,ménd‘ments and supplements thereto. Immediately thereafter,
commitments may be made by counties and municipaljties against
the, amounts so included in their bud;ets and amendments and
supplements thereto. " ' :




Pt
© 00 NN DO WD OO0 =T R WD

R R R R R R R R R v e~ R el R e
S NS OR DDR OO NS WD RO

30
30a
31
32

18

26. (New section) When the commissioner shall Hotity the-gov-
erning body of a county or municipality of the amount of State
funds allocated to a project, the governing body may borrow money
on temporary loan to an amount not to'éxeeed the amount of the
State funds allocated to the project in anticipation of ‘the ‘payment
of the amount of State funds so allocated to the county of-munici-
pality, and may apply the proceeds of the loan to the paymént of
the cost of the project. The temporary -loan shall be repaid upon

‘paynient to the county or municipality of the sum in- antxelpatmn

of payment of which the loan was made

217. Sectlon 5 of P. L. 1952, e. 16 ((, 27: 12B-—5) is amended as
follows:

5. The authority shall be a body corporate and politic and shall
have perpetual saceession and shall have the following powers:

(a) To adopt bylaws for the regulatlon of its affairs and the
conduct of its busmess,

(b) To adopt an official seal and-alter the same at: 'ﬁlimsﬁre,

(e) To maintain an office at such’ place or places w1thm or mth— _

out the State as it'mav designate;

(d) To sue and be sued in its own name;

(e) To acquire, construct, maintain, repair and operate pﬁ‘tdjécts‘;

(f) To acquire, Iéar.e, build, improve, maintain and"opefate otie
or more ferry boats and other craft between a point in-Cape May
county, New Jersey, and a point in Lewes, Delaware, and to trans-

port passengers and freight between said points by means of such -

boats;

vation and Economi: Development] Environmental Protéétion

(2) To acquire in eooperation with the Department of [Cbnser-‘

limited roadside areas adjoining said projects and transfer any or

all of such areas to the Department of [Corservation and Economic
Devclopment] Environmental Protection so that said* depa.rtment
nay maintain such arcas as'roadside' parks; :

(h) To issue bonds or notes of the anthority and- to: prowde for
the rights of the holders thereof as provided in this get;- <

(i) To fix and revize from time to time and cha.rge and éollect

tolls or other charges for transit’ over or use of any pro;ect ac-'

quired or constructed by it;
(i) To establish and ‘enforce ru]es and regulatlons for thé use

of any project;

(k) To acquire, hold and dispose of réal and pefsdnil‘ptdﬁerty )

in the exercise of its powers and the performance of 1ts duties
under this act o
(1) To acquire in the name of the authority by purchasé of 6ther-

R
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wise, on such terms and condxtxons un(l in: such manner as it may .

:.deem proper, or by the enerclse ‘of* tho power of emment domain,

any land and other ploperty, mcludnw land under water and ri-

-parian. nghts, within or without the State of New J ersey, which

it. may determme is reasonably necessary for any project or for

~the relocation. or reconstructron of any pubhc highway by the au-

thonty under the prov151ons of this act or for the construction of
any feeder road which the authority is or may be authorized to

iconstruet and any and all rurhts, tltle and mtex est in such land

and other property, mcludmg pubhc lands, pall\s, playgrounds,

rreservatlons, hxghways or parkwayb, ‘owned by or in which any
.,county, c1ty, borough town ‘township, village, or other political

subdlvmon of the State; of New Jersey has any right, title or in-

terest or parts thereof or rights therum and any fee simple ab-

solute or-any lésser mterest in private property, and any fze simple
absolute in, ea_scmcnt_s upon, or the "henefit of restrlctmns upon
abutting property‘ “to preserve and protect projects;

(m) To locate and designate, and to establish, limit and control
such pomts of ingress to and egress from each project as may be

: necessary ‘or desrrable in the ,]udgment of the authority to insure
- the proper operatron and mamtenan( e of such project, and to pro-

hibit entrance to such pro;ect from any point or points not so
de51gnated ‘

(n) To take title or any lessel 1ntere&t to any land or other prop-
erty in the State of Delaware in any mauner permitted by the laws
of Delaware. Whenever such properly loeated in the State of
Delaware cannot be aequrred by the authority in its name or in
that.of its nominee or trustee by agreement, and the Highway
Department of the State of Delaware is willing to condemn such
property. for the use of the prOJect if reimbursed by the authority
for the condemnatlon money or damagos awarded in such condem-
natlon ,angl the expenses thereof, the authority is authorlzed and

. empowered to enter into an agreement of reimbursement with the

Highway- Department of the State of Delaware, for such condemna-
tion money or damages and expenses and to secure the same by

a depomt of cash or otherwxse and to reimburse ‘the Highway De-
‘partment ‘of the State of Delaware or other proper department or
agency. of the State of ‘Delaware for all eondemnation nioney or

damages and costs legally awarded or mcurred in such condem-

natmn, i .
(0) To make and enter mto all contracts and agreements neces-

'»-‘.sary or 'mer ent al} to the performance of its dutres and the execu-

tion of 1ts powers under this act
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76 (p) To construct, maintain, repair &hd operate any feeder rond
77 orany-public highway connecting parts of a project of two-or inore
" 78 projects which in the opinien:of the authority will increase the use
79 of a.project or projects, to take over for maintenianee, ‘repair and
80 operation any existing public highway as a feeder road,. and to
81 realign any such existing public highway and build additional sec-
82 tions of road over new ahg-mnent in connection with such ex.lstmg
. 83 public highway;

8  (q) Toappoint such additional officers (who need not ‘be members
85 of tlie authority) and employ such consulting engineers; attorneys,
86 accountants, construction and financial experts, superinténdents,
87 managers and other employces and agents as the authority deems
88 advisable and as mhay be necessary in its judgment; to fix their
89 compensation; and to promote and discharge such:. oﬂiéérs', em-
90 ployees and agents; all without regard to the provisions of Title 11
91 of the Revised Statutes; :

92 (r) To.receive and accept from any federal agency, sitbject to
93 thehpprdval of the Governor, grants for or in aid of the ,ac&fui‘sition
94 or construction of any project, and to receive and accept aid or
95 contributions, except appropriations by the Legislature; from any
96 source, of either money, property, labor or other things bf"'*value,
97 to be held, used and applied only for the purposes for: wh»leh such
98 grants and contributious mdy be made; '

99 (s) Subject to the vights and security interests of the iholders
100 from time to time of bonds or notes heretofore or Fereafter issued
101 by the Neiv Jersey Highway Authority, to enter into contiacts with
102 the State or the New Jersey Transportation Trust Fund Authority
103 estublished by section 4 of the New Jersey Trahspdrtatiéu Tirust
104 Fund Authority Act of 1984, P. L. 19 ..., 6. ... (C. . ....0...),
105 or other authority or tistrumentality established by law; providing
106 for the payment from the révenues of the Highway Authority to
107 ihe State or to the New Jersey Tramsportation Trust Fund Aw
108 thosity, or other authority or instrumentality established by:law.of
109 the amount or amounts of revenues that may be se't,.ffdfthéfin of
110 determined in accordance with the contracts; and to fix tolls and
111 other charges at rates ds may be necessary ‘to prom'de,,vﬂ;r those
112 payments. Any contracts authorized pursuant to this section may
113 include conditions and covenants mecéssary and ‘desii‘ablé:tO',fac‘ili-
114 tate the issuance and sale of bonds, notes and other obligations of
115 the New Jersey Transporiation Trust Fund Authority. Any agrec-
116 ments entered info between the Staté and the Highway Authority
117 pursuant to this subsection shall terminate upon the effectwe date
118 of any agreement entered into between the New Jersey Transpor-
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119 tatwn Trust Fwn.d Authonzt:y (md the H ) ghwa 2y Authont Y promdmg ."

.-‘120 for the payment of revenues of the I[zghway Autkorztu dzrcctly
121 from the H‘thwa y Authorzt y to- the New Jersey Transportation”

122 Trust Tund Authonty

123 [(s)] (t) To do all acts and things. necessarv or convenient to
124 carry out the powers a.nd dutles exp1 essly provided in this act;

125 and e T s :

: 126' [(t)] (u) To exerc1se all of the f01 egomg powers in the State
: 127'of Delaware in 80 far as; pelnutted by the laws of that state, and

128 to apply to the authorities of the Siaie of Delaware for all fran-

129 chises, penmts and licerises necessary to exercise such powers.

7130 ‘Nothing contained in thls act shall e construed to authorize or

131 empower the authonty to acquu‘e State property by the exercise
"132 of ‘the ‘power of emlnent ‘domain. - : :
1 8 Sectlon 11 of P. L 1962, ¢.'10 (C. 27: 12C—11) is amended
to read as follows

1. The__ au__thorlty shall be a public body corporate and politic
and shall haw}e'perpetual,succession and shall lla.ve the Eollowing
" powers: I o
: (a) To adopt bylaws far the regul: n.tlon of its affairs and the
_ conduet of its busmess,

(b) To adopt and have an official conumon seal and alter the same

I=TAN SIS B SIS T S )

at pleasure,
. (e) To maintain an office:at such place or places within the State

-
- O

as it may designate;
(d) To sue and be sued; ;
(6) To aequu-e, oonstruct maintain, 1mprove, repair asd operate

e
W b

:projects; - . .
(£) To construct, maintain, improve, repair and operate feeder

e
&

roads; l
- (g) Toissue bonds or notes of the authority and to provide for

—
o =3

_the rights of the holders thereof as provided in this act;
" (h). To fix and revise from time to time and eharge and collect

B
©w

'tolls,-or other‘:charges for transit over or use of any project ac-

CR

“quired or constructed hy it;
(i) To establish rules and regu‘lations for the use of any project;
(J) To" acquu'e, lease as lessee, hoid and dispose of real and

pers 'al property or any interest thcrein, in the exercise of its
B ’powers and»the pertorma.nce of its duties under this act:
(k) To acqmre in the name of the au!hotity by purchase or other-
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wrse, on “guch terms and conditions and in such manner as it may
or by the exercise of t]u- ‘power of eminent domain,

'ther property Whlch itniay determme is reasonably
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necessary for any project or for the relocation or reconstruction
of any public highway by the authority under the provisions of
this act or for the coustruction of any feeder road which the an-
thority is or may be authorized to construct and any and all rights,
title and interest in such land aund other property, including public
lands, parks, playgrounds, reservations, highways or parkways
owned by or in which any county, municipality or .other govern-
mental subdivision of the State has any right, title or. interest, or .
parts thereof or rights therein, and any fee simple absolute or any |
lesser interest in private property, and any fce simple absolute in,
easements upon; or thic benefit of restrictions upon abutting prop-
erty to preserve and protc_:ct projects;

(1) To locate and designate, and to establish, limit and eontrol
such points of ingres: to and egress from each project as may be
necessary or desirable in the judgment of the authority to insure
the proper operation and maintenance of such project, and to pro-
hibit entrauce to such project from any point or points. not .so
designated; . .

(m) Subject to the limitations of this act, to acquire, construet,
maintain, improve, repair or operate any public highway connect-
ing with any one or more projeets which in the opiniou of the
authority will increas: the use of a project or projects, to take over
for maintenance, improvement, repair or operation any existing
public highwdy as a feeder road and to realign any such existing -
public highway and bnild additional sections of road over new
alignment in connection with such existing public highway;

(n) To receive and accept from any federal agenecy, subject to
the approval of the Governor, grants for or in aid of the acquisition
or construction of any project, and to receive and accept aid or
contributions from any other source, of either money, property,
labor or other things of value, to be held, used and applied only
for the purposes for which such grants and contributions may be
made; .

(o) Subject to the limitations of this act, to determine .the loca-
tion, type and character of any project and all other matters in
connection with such project; fand] .

(p) Subject to the rights and security interests of the holders
from time to time of bonds or notes heretofore or hereafter issued
by the New Jersey Ezpresswa}/ Authority, to enter into. contracts
with the State or the Department of Transportation or the New
Jersey Transportation Trust Fund Authority established by sec-
tion 4 of the New Jersey T'ransportation Trust Fund Authority Act
ofi!)84, P.L.19. .,c.. .(C....... .....),or other authority or
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“instrumentality established by law providing for the payment [om

the revenues of the New Jeisey Ezxpressway Authority to the Siate
or to the New Jersey Transportation Trust Fund Authority, or-
other authority or instrumentality established by law of the amount
or amounts. of revenues that may be set forth in or determiined in
accordance with the contracts; and to fix tolls and other charges at.
rates as may be necessary to provide for those payments; provided,
that the payments shall be used solely for financing transportation
improvement projects inthe counties of Ocean, Burlington, Camden,
Gloucester, Atlantic, Salem, Cumberland and Cape May, wncluding

“the payment of principal and interest on any bonds, notes or other

obligations issued or entered into by the New Jersey Transporta-
tion T'rust Fund Authority, the proceeds of which shall be allocated
by the New Jersey T'ransportation T'rust Fund Authority to trans-
portation iMprovement projects within the counties aforesaid; any
contracts authorized pursuant to this section may include conditions

“and covenants necessary and desirable to facilitate the issuance

and sale of bonds; notes and other obligations of the New Jersey
T'ransportation Trust Fund Authority. Any agreements entered
into between the Department of Transportation and the Exptress-
way Authority pursuant to this subsection shall terminate upon the
effective date of any agreement entered into between the Express-
way Authority. and the New Jersey Transportation. Trust Fund
Authority providing for payment of revenues of the Expressway.

" Authority directly from the Ezpressway Authority to the New

Jersey Transportation Trust Fund Authority.
E(p)] (q) To enter into any and all agreéments or contracts,

100 exeemte any dnd all instruments, and do and perform any and all

101 acts or things necessary, convenient or desirable for the purposes
102 of the authority or to carry out any power expressly given in this
103 act.
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29. Section 1 of P L. 1966 c. 8 (C 27:23-5.8) is amended to

read ‘as ‘follows:

1.'The New Jersey Turnpike Authority shall have, in addition

to:the powers heretofore granted to it[,] power:

a. To pay or make any advance o'r‘coutribution to the United
States Government or the State of New Jersey or any agency
thereof for the purpose of paying the State’s share or any portion ;
thereof under the federal aid hlghway laws of the cost of construe-
tion of any hlghway improvement: deterniined by the authority to.
be a major imﬁrovenieﬁt necessary to restore or prevent physical
damage to.the turnpike prOJect for-the safe or efficient operatlon

‘of such progect, or to prevent loss of revenues therefrom.
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b. Subject to the rights and security interests of the holders from
time to time of bonds or notes heretofore or hereafter issued by the
New Jersey. Turnpike .luthority, to enter into cantracts with the
State or the New Jersy Transportation Trust Fund Authority
established by section 4 of the New Jersey Transportetion Trust
Fund Authority Act of 1984, P. L. 19...,¢c. ... (C. .. .. e ),
or other authority or in < rumentality established by law providing
for the payment from :he revenues of the New Jersey Turnpike
Authority to the State o to the New Jersey Transporation Trust
Fund Authority or other authority of instrumentality established.
by law of the amount or cmounts of revenues that may be set forth
wn or determined in acc--dance with the contracts; and to fix tolls
and other charges at raies as may be necessary to provide for those
payments. Any contract: authorized pursuant to this section may
include conditions and «ovenants necessary and desirable. to facili-
tate the issuance and sol. of bonds, notes and other obligdtions of
the New Jersey Transportation Trust Fund Authorily. .4ny agree-
ments entered into betwen the State and the Twrnpike Authority ‘
pursuant to this subseciion shall terminate upon the effective date
of any agreement entercd into between the Turnpike Authority and
the New Jersey Tramsportation Trust Fund Authority providing .
for the payment of revcnues of the Turnpike Authority directly
from the Turnpike Au'l.ority to the New .Jersey Transportation
Trust Fund Authority.

30. Section 9 of P. I.. 1948, ¢. 454 (C. 27:23-9) is amended to
read as follows:

9. Revenues. . o

(A) The authority is l.ereby authorized to fix, revise, charge and
collect tolls for the use of each turnpike project and the different
parts or sections thereo{, and to contract with any person, partner-
ship, association or corpuration desiring the use of any part thereof,
including the right-of-w ny adjoining the paved portion, for placing
thereon telephone, telcyraph, electric light or power lines, gas
stations, garages, stores, hotels, and restaurants, or for any other
purpose except for tracis for railroad or railway use, and to fix
the terms, conditions, rents and rates of charges for such use;
provided, that a sufficient number of gas stations may be authori‘zéd
to be established in each sefvice area along any such highway to
permit reasonable conpetition by -private business in the publio
interest; and provided lurther, that no contract shall be required,
and no rent, fee or othcr charge of any kind shall be fuhpo_sed for
the use and occupation «f any turnpike project for the installation,

construction, use, operation, maintenance, repair, renewal, reloca-
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'tlon or removal .of tracks, pipes, mains, conduits, cables, wires,

towers, poles or other equ1pment or appliances’in, on, along, over
or under- any such tumpll\e project by : any public utility as defined
in [sectwn] RS 27 7-1 [of the Rev1se 1-Statutes} which is subjeet
to taxation pursuant to either chapte1 4 of the laws of 1940, as
amended (R. S. §§54:31-15.14), or chapter 5 of the laws of 1940,
as. a.mended (R S. §§ 54:3145 et seq.), or pursuant to any other

law unposmg a tax for the privilege of using the public streets,

hlghways, roads or other publ)c plac(% in this State. Such tolls
shall be so ﬁxed and adJusted as to carn out and perform the terms-
and provisions of any contract with or for the benefit of bondhold-
ers. Such tolls shall not be subject to supervision or regulation by
any other commission, board, bureau or agency of the State. The
use. and'dls’position of tolls and reverues shall be subject to the

' -prov1smns ‘of the. resolutlon authorizing: the issuance of such bonds
v 35 ‘

or of the trust. agreement securing the same.
(B)- At any time: that tolls are not required for the purpose of

' carry-out and performmg the terms and provisions of any contract

with or for the: benefit of bondholder», the authority shall cause
tolls for the use of the- turnplke projects to be charged and collected

‘at the same. rates as were last charged and collected by the au- .

thority under the provisions of subsection (A) hereof and no change
or revision shall be made in such rates c: cept as shall be speclﬁcally
authorized by law.

(C) All revenues and other funds of the authority not pledged

"or otherwise reqmred to pay or securc the payment of prineipal
* and interest of any indebtedness of e authority existing from

time to time under,’.and not otherwise rcquired for the purpose of,

this act shall be dep031ted to the eredit of the State in such deposi-
tories and shall be reported to the State Treasurer and to the
:'Du'ector of the DlVlSl(_)n of Budget ard Accounting at such times

and in such manner as shall be design:ted and prescribed by the
Stahe Treasurer a,rid said director. The requirement of this para-
yraph shall be deemed to be satisfied during any period the New.
Jersey Turnpike Authbn‘ty shall have o ~ontract providing for pay-

-ment of funds to the State or New J c:rsey Transportat'ion Trust

Fund Authority created pursuant to P. .. .. (C.. )

or the authority or mstrumentalzt Y estrwhshed by law, and no pay-
V‘ﬁ,ment in addztwn to that reqmrr’d by the somtract or any amendment
".thereto shall be pay _/able pursuant to this paragraph.

“ 3L R. S 39 3-20 is amended to rea as follows:
39 :3-20, For the purpose of this uct gross weight means the»_

‘ welght of the vehlcle or combination of velucles, including load or




39

41
42
43
45
46
47

26 .

a. The director is authorized to issve registrations for commer-
cidl motor vehicles oth:r than omnibuses or motor-drawn vehicles
upon application therefor and payment of a fee based on the gross
weight of tha vehicle including the gross weight of all vehicles in
any combination of velticies of which the commercial motor vehicle

s the drawing vehiele. The gross weight of a disabled commercial

vehicle or combination of disabled commercial vehicles being re-
moved from a lighway shall not be included in the calcmlation of .
the registration fee for the drawing vehicle. .

Except as otherwise provided in this subsection, every registra-
tion {or a commercial motor vehicle other than an omnibus or mator-
drawn vehicle shall expire and the certificate theroof shall become
void on the last day of the eleventh calendar month following the
month in which the certilicate was issued. The minimum. registra.
tion fee shall be E$50.00 plus $8.50 for each 1,000 pounds;or portion
thereof in excess of 5,000 pounds.} as follows:

For vehicles not in cacegs of 5,000 pounds, $50.00.

For vehicles in excess of 5,000 and not in exréss of 18,600 pounds,
$50.00 plus $11.00 for cuch 1,000 pounds or poriion thersof in ez-
cess of 5,000 pounds. B

For vehicles in excess of 18,000 and not in excess of 50,000 pounds;.
$50.00 plus $13.00 for eack 1,000 pounds or poriton thereof un ex-
cess of 5,000 pounds. :

For vehicles in excess of 50,000 pounds, $50.00 plus. 816.50 for
each 1,000 pounds or portion thereof in excess of 5,000 pounds.

Commercial motor vehiéles other than omnibuses or metor-drawn

'vehicles for which eoricreial motor vehicle registrations had been

issued priot to the effective date of this act.and which expire March
31, 1982 shall be issued commercial registrations whieh, in the
director’s discretion, sha!l expire on a ddte to be fixed by-him, which
date shall niot be sconer than four months nor later than 16 months
following the date of issuanece of the registration. The fees for such
registrations shall be fixed by the director in amounts proportion-
ately less or greater than the fees estgblished by this subsection.

h. The director is als; authoriged to issue registrations for com-
mereial motor vehicles having thiee or more axles and & gross
weight over 40,000 pounds but not exceeding 70,000 pounds, upon
application therefor and proof fo the satisfaction of the director
that the applicant is actually engaged. in construction. work or in
the business of supplying materisl, tranaporting material, oi nsing
such registered vehicle for constraction work.

ixcept as otherwise provided in this subsection, every registra-
tion for these coinmercial motor vehicles shall expire and the cer-
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- tificsite thereof shall become void on the last dav of the eleventh

calendar month following the month in which the certificate was

-issuad.

The registtation fes shall be - [$16l)() for:eaeh 1;000 pounds or
portion thereof of§ as follows:

For vehicles viot in excess of 40,000 pounds, §20.00 for edch 1,000
pounds or portion thereof.

For vehicles in exvess of 40,000 and vot inexcess of 50,000 pounds,
$23.00 for each 1,000 pounds or portion thereof. ’

For vehicles in excess of 50,600 pounds, $30.00 for cach 1,000

-pounds or portion thereof.

“Far purposes. of caleulating shis fce, weight. means the gross
weight including the gross weight of al! vehicles in any combination
of which such commercial motor velhicle is the drawing vehicle.

 “Construetor” registrations issued prior to the effective date of
* this act which expire June 80, 1982 snall be issued eontraetor ve-
‘hicle ‘registrations whieh, in the direcior’s diseretion, shall expire

on a‘date to be fixed by him, which date shall not be sooneir than
four months nor later:than 16 months following the date of issu-

-ance of the registration. The fees for 1he registration shall be fixed
by the:director in amounts proportionately less or greater than the

fees: established by thig subsection.,
Buch eofameérdial moter veéliele shall be epsrated in eompliance

~with. the speed limitatiens of Title 89 of the Revised Statutes and
‘shall niot be operated at & speed ‘gre:ter than 30 miles per hour

whett one or more of its axles has & loud which execeds the limita-

“tions preseribed in R. 8. 89:3-84.

¢. The director is also attherized to issne registrations for each

of the following solid waste vehicles: two-axle vehicles having o

gross weight not exceeding 42,000 pounds; tandem three-nxle and
four-axlé vehicles having & gross wcight not exeeeding 60,000
pourds; - four-axle tractor-trailer eonsination vehicles having a

upfm applieation to the direetor and pioof to his satisfaction that
the applicant is actually engaged in th: performance of solid waste
disposal or collection funetions and ho'ds a certiiicate of conveni-

enice-and neeessity therefor issued. by 1} ¢ Board of Publie Utilities.
85

Except as otherwlse»providcd in this subsection; every registra-
tion foi-a solid waste vehicle shall expive and the eertifieate thereol
shall become void on the last day of the eleventh ealendar month
followmg the month in which the certilicate was issued.

“The reglstratmn fee -shall be $JO 00 plus $8.50 for. each 1,000

‘pounds-or portion thereof ‘in excess of 5,000 .pounds.
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91 Solid waste vehicles lor wliich eommercial niotor vehicles regis-
92 trations had been issue! prior to the effective date of this act and
93 which shall expire June 30, 1982 shall be issued solid waste regis-
94 trations which, in the director’s discretion, shall expire on a date
95 to be fixed by him, which date shall not be sooner than four months
96 or later than 16 months following the date of issuance of the regis.
97 tration. The fees for the registration shall be fixed by the director
98 in amounts proportionately less or greater than the fees estab-
99  lished by this subsection.
100 d. The director is also authorized to issue registrations for com-
101 mercial motor-drawn vehicles upon application therefor. . The regis-
102 tration year for commicrcial motor-drawn vehicles shall be April 1
103 to tlhie following March 31 and the fee therefor shall be $18.00 for
104 each such vehicle.
105 At the discretion of the director, an applicant for registration
106 for a commercial motor-drawn vehicle may be provided the option
107 of registering such vchicle for a period of four years. In the event
108 that the applicant for registration exercises the four-year option,
109 a fee of $64.00 for each such vehicle shall be paid to the director
110 in advance.
111 If any commercial motor-drawn vehicle registered for a four-
112 year period is sold ¢r withdrawn from use on the highways, the
113 director may, upon surrender of the vehicle registration and plate,
114 refund $16.00 for each full year of unused prepaid registration.
115 e. It shall be unlawlul for any vehicle or combination of vehicles
116 registered under this act having a gross weight, including load or
117 contents, in excess of the gross weight provided on the registration
118 certificate to be operated on the highways of this State. ‘
119 The owner, lessee, hailee or.any one of the aforesaid of ‘a vehicle
120 or combination of vchicles, including load or contents, found or
121 operated on any public road, street or highway or on any public
‘122 or quasi-public property in this State with a gross weight of that
123 vehicle or combination of vehicles, including load or- eontents, in
124 excess of the weight limitation permitted by the certificate of regis-
125 tration for the vehicle or combination of vehicles, pursuant to the
126 provisions of this section shall be assessed a penalty of [$50.00%
127 $500.00. plus an amount equal to E$8.50] $100.00 for each 1,000
128 pounds or fractional portion of 1,000 pounds of weight in excess of
129 the weight limitation permitted by the certificate of registration for
130 that vehicle or combination of vehicles. A vehicle or combination
131 of vehieles. for which there is no valid certificate of registration is
132 deemed to have been registered for zero pounds for the purposes
133 of the enforcement of this act in addition to. any other violation of
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134 this Title, but is not deeémed to he lawfully or validily registered

135 pursuant to the provisions of this Titlc.

136

[Moneys realized from the increase of the fees for registrations

137 issued pursuant to the provisions of this act shall be paid into the
138 State Treasury and credited to the General State Fund and avail-
139 able for general State purposes.}

140  This section shall not be construed to supersede or repeal the
141 provisions of section. 39:3-84, 39:4-75, or 39:4-76 of this Title.
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32. R. S. 39:3-25 is amended to read as follows:

39:3-25. In addition to the motor vehicle licenses authorized to
be issued pursuant to the provisions of this chapter, the director
shall issue, upon application therefor, u license plate for truclks
marked “farmer,” which shall be issucd 1pon evidence satisfactory
to the director that the applicant is a furmer and is actually en-
gaged in the growing, raising and producing of farm products as
an occupation. License plates issued under authority of this seec-
tion shall be placed upon motor trucks -cngaged exelusively in the
carrying or transportation of applicant's farm produets, raised or
produced on his farm, and farm supplies, and not engaged in hanl-
ing for hire.

Applicants for license plates herein authorized shall pay [there-

‘fore at a rate equal to one-half the present] a registration fee of

$25.00 plus $4.35 for each 1,000 pounds or portion thereof in excess
of 5,000 pounds [provided for trucks hy this chapter].

Except as otherwise provided in this section, every registration
for a farm truck shall expire and the ecrtificate thereof shall be-
come void on the last day of the ele\}exatll calendar mouth lollowing
the month in which the certificate was issued.

Farm trucks for which farm truck registrations had been issued
prior to the effective date of this act and which expire June 30,
1982 shall be issued registrations whicl), iu the director’s discretion,
shall expire on & date to be fixed by ium, which date shall not be
sooner than four moriths nor later thar 16 months following the
date of issuance of the registration. The fees for such registrations
shz;ll be fixed by the director in amounts proportionately less or
greater than the fees established by this section.

The term “farmer” as used in this scetion means any person en-

gaged in the commercial raising, growing and producing of farm

products on a farm not less than three acres in area, and who does
not engage in the business of baying farm products for resale:
and the term “farm products” means any erop, livestock or fur
products. ‘ ’

33. (New section) Nothing in the act shall he deemed or con-
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30.
strued: 50. as to, limit, alter or impair in any. way the rights and
obligations of the tol' road authorities or other State agencies

under the provisions ¢l the coniracts made with the holders from

time to time of bonds nad notes heretofore or hereafter issued by

said toll road authori.ies or other State agencies or in any way
inpair. the vights and socurity of the holders under the contracts.

34. (New section) If any clause, sentence, paragraph, section
or part of the act sh::ll be adjudged by any court of competent
jnrisdiction to be inva:id, the judgment shall not affect, irnpﬁir or
invalidate the remainder thereof, but shall be confined in its op-
eration to the clause, : cntence, paragraph, section or part thereof
directly. involved in tl.« controversy in which the judgment shall
have been rendered. ‘

35. (New section) T'iis act shall be interpreted liberally to effect
the purposes set forth herein.

36. (New section) Tlis act shall be deered to provide an addi-
tional, alternative and complete method for the doing of the things
authorized hereby and hall be deemed and construed to be supple-
mental and additional 1o any powers conferred by other laws on
public agencies and 1t in derogation of any sueh powers now
existing, provided tha!, insofar as the provisions of this act are
ineonsistent with the provisions of any other law, general, special
or local, now in existesnce or heréafter (unless with speeific refer-
ence to this act) adopl«d, the provisions of this act shall be con-
trolling.

37. This act shall ta':c effeet immediately, except that sections 31
and 32 shall take effect G0 days after the date of enactment.

STATEMENT

This bill, the “New . crsoy Transportation Trust Fand Authority
Act of 1984,” is desizned to restore to excellence New Jersey’s
deteriorating transportation netweork th establishing a stable fund-
ing program for tran: yortation capital expenditures.

Three sources of revenue will be made available to the Tnnq-
portation Trust Fund Authority: $88 million from the General
Fund; an amount cqual to inereases in heavy truck registration

fees (but not less tha.: $30 milliou) from the Genreral Tundj and

nppro‘{jmato]y $25 miliion from agreements with the three toll

oac anthorities. The 1111 provides in each case where paynient of
amounts is to be made Lo the anthority direetly by the State, that

the payment shall be subjeet to and dependent upon tllp appropria-
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tion of the amounts being made, from time to time, by the Legis-
lature.

The authority will consist of five menibers: the Commissiouer
of Transportation; the State Treasurcr ; ;. executive branch official
chosen by the Governor; and two public 11embers appointed by the
Governor with the advice and congent of the Senate.

The autharity will be. authorized to ixsue bonds payable solely
from its revenues and other funds. 1’roceeds of the hond sales,
combined with other available authorily revenues, will he used to
finance the capital portion of New Jersc:’s transportation budget,
including matehing funds for federal aid for highways and publie
transportation and some funds for 1009 state-financed projects on
hoth the State highway and lacal roadway system.

Qperating expenses for both the Depa:tment of Transportation
and New Jersey Transit Corporation will continue to he funded
through the regular appropriations from the General Fund.

Heavy truck registration fees will L increased: for hoth com-

- mercial vehicles in excess of 5,000 pourds and constructor vehicles.
Trucks 5,000 pounds and under, agricultural vehicles and solid
waste vehicles are excluded from the increase. The new fee sched-
ules will be progressive iu proportion to 1ie much greater wear and
tear that the heaviest truck comnbinations cause on New Jersey’s

~ highways. For instance, the annual fee for trueks weighing 6,000
pounds will increase from $58.50 to $60.00, while the fec for an
80,000-pound tractor-‘semitra,i‘ler combination will increase from
$705.50 to $1,305.50. Despite this increass, when all taxes and fees
are considered, New Jersey’s user chaiges on the operation of
trucks will rank 37th in the country. At present, New Jersey
ranks 46th in user charges imposed on trucks,

The penalty for violation of the registration law also will be
increased substantially to deter evasion. I'he penalty sehedule will
be increased from $50,00 plus $8.50 for eacl 1,000 pounds or por-
tion thereof in excess to $500.00 plus $160.00 for cach 1,000 pounds
or portion thereof in excess.

The contributions from the toll rous! authorities will be based
on contractual agreements between the State aud the authorities
and are estimated to be in the range of $25 million for the three
toll roads combined.

The bill also establishes a new program of State aid for counties
and municipalities. The program is desizned to replace the present
federal aid urban system (FAUS) program as the main source
of assistance for county and municipnl transportation systems.

Counties and municipalities ‘which nov receive an allocation of
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‘federal'and State aid under the FAUS program -will be guaranteed

‘& minimum .allocation of the same amount under the new 100%
. State-funded program. Program reqlliremcnfs under the mnew
system, however, will be much simpler and should produce subh-
stantial savings:and expedited completion of local projects. Federal
aid -allocated to New Jersey’s urbanized aress under the FAUS
‘program will be programmed by the :Commissioner of Transpor-
tation, with the contiuued participation and cooperation of local
officials, for State, county and municipal projects on the federal
aid urban system. -

The Legislature will continue to have the authority to review
and approve the capitul budget of the Department of Transporta-
tion and NJ TRANSIT. That authority is in no way infringed
- upon by the New Jersey Transportation Trust Fiind Authority,
which is designed to pay for the transportation improvements
approved by the Legislature.
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SENATOR WALTER RAND (Chairman): Good morning, ladies and
gent lemen. I am Senator Walter Rand, Chairman. of the Senate
Transportation and Communications Committee. I am happy to welcome you
here this morning.

At this time, I would like to introduce the members of the
Committee. To my left is Senator Thomas Cowan, who is the Vice
Chairman of this Committee, and to my right is our Aide, Dr. Peter
Manoogian. We also have Madelyn Rumowicz with us, who is the Capital
Budgeting Consultant for the Senate and the Assembly.

If you wish to have your name added to the speakers' list,
~contact Peter Mancogian here immediately, and he will put your name on
our list. »

This is the fourth and final hearing on Senate Bill 1446. It
will focus primarily on the bonding, funding, and expenditure
provisions of the bill. Consideration will be given to Sections 9 to
16, 20 to 23, and 34 to 37 of the bill. Our concern today is to
examine the mechanisms by which the Trust Fund Authority will receive
funds, and the manner in which these funds will be distributed.
What are the roles of the Transportation Trust Fund and the Special
Transportation Fund? For example, in this process, how are the bond
proceeds td be used? These and other questions are of interest.

Once we conclude the hearing on this issue, we will hear
anyone else who wishes to discuss, or give testimony on any other
portions of the bill, or the bill in its entirety. This is not to say
that anyone will be precluded from testifying before the regular Senate
Committee meetings -- when we begin to hold them starting next Monday
-- at which we will address the bill and the amendments to get the bill
reported out. At that time, if anyone wants to be heard, we will hear
him.

Senator Cowan, I know you would like to make an opening
statement, or some opening remarks.

SENATOR COWAN: Well, this is the first time I have been on
time out of the last three or four hearings, so I think, rather than

waste anyone's time, I would like to just start our session.




SENATOR 'RAND: Thank you vety. much, Senator. You have been
‘here ‘every ‘time ‘we have had a mesting, whether ‘on ‘time ‘or not. We ‘are
very grateful for ‘that. ' ,

The ‘first spesker ‘will ‘be ‘Michael ‘Horn, our State Treasurer.
Good morning, Mr. Treasurer.
MICHAEL ‘M. HORN: :Good mofning, and ‘thank you, Senator. I would like
to -compliment wyour ‘Committee for ‘starting this hearing on tiie. I
thirk that is terrifie.

‘SENATOR ‘RAND: * Not ‘exactly on time.

MR. 'HORN:  Well, close <enough. Senators, Commissicrier

Sheridan, members of the staff, and tiembers of the public: 1 am

pleased to ‘be here to testify on the areas of ‘corcern which have been .

set forth by the TCommittee Chairman with respect to the propesed
Transportation Trust Fund Authority Act of 1984.

I think it would be appropiiate to briefly Teview for you the
historieal context within which this proposal has emerged. The State
of New Jetsey has leng been active in fimancing capital construction
ptojects through general obligation bonds bscked by the State's Full
faith and eredit. General obligation bonds, or GO bonds as they are
rcal‘l'e:d, are then supplemented by capital appropriations from annual
budgets, which have been New Jersey's traditional source for funding
its transportation c¢apital projects. v

In 1930, the State approved its first General Obligation Bond
Act to fund highway improvements. Since that time, the State has
authorized borrowing $4.6 billion for capital projects: 0Of that $4:6
billioh; the voters have adthorized four bond acts totaling $1.3
" billion for transportation; that is; of the $4.6 billion total
authorized borrowing; $1.3 of that has been for transportation, or more
than 25% has been for transportation. Of that $1.3 billioh, $255
million still remains to be issued. It has been authorized; but is
unissued: Oné hundied and twenty million dollars under the 1979 Act,
and $135 million dollars from the 1983 Bridge Rehabilitation and
Improvement Bond Act have not yet been issued: But, one billion, two
hundred and forty-five million dollars in bonds for other putrposes has

been authorized by the voters for purposes other than transportation =-




prisons, environmentél protection, energy conservation, and Green
Acres. The State has been allocating a third to a half of the proceeds
of its general obligation bond sales each year to transportation, but
" the sheer volume of the other purposes I have mentioned, for which we
also have to borrow, is so great that another GO bond authorization for
. transportation is simply not a practical solution to the financing
problems of today. ' ‘

We strongly believe that transportation needs and costs of
the magnitude of the proposed program can no longer be financed through
GO bonds, without either seriously jeopardizing our Triple A bond
rating or deferring the funding of other programs, or both. It was
essential that we explore alternative funding to meet the increasing
capital needs of the State's transportation system. The creation of
the New Jersey Transbortation Trust Fund Authority is the most
practical and financially solid alternative to GO bonds. It integrates
all of the State's transportation resources and taps each to address
statewide needs totaling $3.3 billion over the next four years.

The Trust Fund's stable funding plan would rely on the toll
road authorities, motor vehicle fees, and the State General Fund to
generate $1&3 million each year, to be paid into a Transportation Trust
Fund Authority. The Authority would then leverage this money to get
the maximum Federal dollars available and to issue enough bonds to
support a $230 million capital program for each of the next four
years.

The remainder of my testimony, Mr. Chairman, I will devote to
the flow of»funds in the Department of the Treasury, the bond financing
aspects, énd the Treasurer's responsibilities.

Now, with respect to the flow of funds, it would be as
follows: The bill establishes a Transportation Trust Fund
appropriation account within the General Fund. During a year, the
Trust Fund account would per1od1cally receive from the General Fund,
money budgeted by the Legislature -- $88 million by the Legislature --
and $30 million from the increase in motor vehicle registration fees.
The toll road authorities would pay a total of $25 miliion annually

directly to the Trust Fund Authority.



' Authority."

I would like to show you that visually. (The Treasurer holds
wp a small chart to illustrate his points.) The General'Fund would
appropriate $118 million each year -- that is the $88 mllllon plus the
$30 million. v

- SENATOR RAND: Eighty-eight and thlrty,’wh1ch w1ll flow to

"the Transportation Trust Fund Authority?

MR. HORN: Yes, to the Transportation Trust Fund Authority.

SENATOR RAND: Now, where would the=-- '

MR. HORN:  (intefrupting) Also flowing directly into that
Transportation Trust Fund Authority, but through the Office of the
TféhSurér, would be authority contributions. So, the Transportation
Trust Fund Authority would have $143 million each year,'pIUS'interest
which is eafhed on the money it already has:. That is how we énd up
with the money in the Authority, but that is only half of the p1cture
of what you have asked in terms of the flow of funds.

' "Before the Treasurer can release funds to the Authority, the
State Legislature must specifically appropriate the funds, so that the
$118 million, before it gets in there, must be appropriated each year
by the Leglslature '

SENATOR RAND: The $118 million, and the $30 million?

MR. HORN: It's the $88 million and the $30 million.

SENATOR RAND: Oh yes, $118 million.

MR. HORN: The $88 million and the $30 million becomes $11B
million.

SENATOR RAND: How do they appropriate it, with a general

. appropriation measure? In other wofds, you will come in and say,

"Herein is appropriated $118 million from the General Fund to the

MR. HORN: That's right.
SENATOR RAND: Which, of course, leads me to the question--

In the first step, the Legislature has ho input, except Just giving the .

money carte blanche, is that correct?
MR. HORN: That is the first step.
SENATOR RAND: The first step, okay:




MR. HORN: When the New Jersey Department of Transportation
- needs to draw down the funds to pay for its capital projects, it will
notify the Trust Fund Authority of its needs. The Trust Fund Authority
will pay the necessary money to the State Treasurer, who will deposit
it in a special transportation account in the New Jersey Department of
the Treasury. However, before these funds can be spent by the
Department of Transportation, the State Legislature must approve these
funds, including the toll road payments, to the Department of
Transportation. That brings me to the lower half of my chart here.

Sd,.the Legislature has appropriated $118 million, the toll
roads have put in the $25, and that adds up to $143 million, plus the
interest. That just shows how the money is drawn in.’ Now; we're
talking about paying it out. It requires a legislative appropriation--

SENATOR RAND: (interrupting) Just back up for one minute.

MR. HORN: All right. ,

SENATOR RAND: So far, no ﬁoney is given directly to the
Authority, is that correct? The money is put into a fund. Let's get
that straight.

ELIZABETH FELKER: That's right.

SENATDR RAND: In other words, it doesn't flow from the
Treasury, to the Authority, to a special transportation fund. It flows
from the Treasury to a special transportation fund, according to the
bill. Am I correct in that, Peter?

'DR. MANOOGIAN: Well, as I understand it, the $118 million is
appropriated to the Transbortation Trust Fund account. Is that
correct? '

MR. HORN: That's right.

DR. MANOOGIAN: And the $25 million flows directly to thev
Trust Fund Authority. -

MR. HORN: Well, okay.

MS. FELKER: Through the Treasury.

DR. MANGOGIAN: Through the Treasury.

SENATOR RAND: Why aren't they both deposited? Do you need a
legal entity to receive them? Is that what it is?

MR. HORN: You need a legal entity to borrow.



SENATOR RAND: Let's forget the legal entity to borrow, Mr.
Treasurer. Let's stick with the flow. We'll get to the other a little
later. Why 1sn't the $25 million from the authorltles put dlrectly
‘into the Spec1al Transportatlon Fund? ’

DR. MANOOGIAN: The Transportatlon Trust Fund Account.

SENATOR RAND: The Special Transportatxon Trust Fund Account?

DR. MANDOGIAN: No, the Tramsportation Trust Fund account.,

MR. HORN: No, not the $25 million. B

- SENATOR RAND: No, Peter, the $25 million can't go to that,
because it needs a legal entity to receive it outside of the General
IréaSuxy,,-What I'm saying is, why can't that $25 million go to the
Special Transportation Fund, exactly where the $118 million goes? I
want to by-pass the Authority. : : |

MS. FELKER: Because you could, some déy;fdecide to leverage
that money. It would provide that p0531b111ty, although we do not have
any. need to do that now. - :
| SENATOR RAND: What you are doing then is;“s11s million is
. going to the fund, and. $25 million 1s going to the Authorlty and then

to the Fund. ' o v .

'MS. FELKER: That's right. It goes through,'and then back
out again. The other answer is that you can keep, the 1nterest earn1ngs~
‘and. use them too. :

SENATOR RAND:  Okay. That is what I ‘wanted, because
originally there was a chart which showed that e.\(eriﬁxthimg goes to the
Authgrity, and is then deposited in a Special Trahsportation Eund.
What you are saying is that. the $118 million goes . dlrectly to the
Special Transportation Fund.

MS. FELKER: Everything funnels through_the Authority; it is
like a magnet. " :

SENATOR RAND: That is what I wanted to make sure of. ~Even
the $118 million goes to the Authorlty to be depos1ted in this Special
Transportation Fund. Is that correct? - ’

MR. HORN: That 's right.

SENATOR RAND: Then the chart should really show the flow to
the Authority, and then to the Special Transportatlon Fund.

MS. FELKER: Yes, that is what this does. '



MR. HORN: Okay. We have been talking about two different
funds. Yes, everything goes to the Authority first; then, ultimately
into the Special Transportation Fund. Expenditures cannot be made out
of the Speéial Transportation Fund without legislative appropriation.

SENATOR RAND: Okay. Let me get to that. When the Authority
raises the bond money, where is that bond money deposited?

MR. HORN: In the Transportation Trust fund Authority. That
all goes--

SENATOR RAND: (interrupting) Is that written into the
language? It is not clarified to the extent that the flow of the bond
money has to come into that Special Transportation Fund. |

MS. FELKER: There is nd other place it can go.

SENATOR RAND: The Authority could hold it.

MS. FELKER: Well, it could hold it or not hold it.

SENATOR RAND: The Authority can hold it. They can hold it
for 30 days, 60 days, 90 days.

MR. HORN: It should have the authority td do that.

MS. FELKER: If they hold it for 15 days, they have to pay
it. It is in Section 21. '

SENATOR RAND: Pardon me -- Section 217

'MS. FELKER: Yes. ‘

SENATOR RAND: Page 16 or 177

MS. FELKER: Page 16.

SENATOR RAND: There is no flow from the Authority into the
Trust Fund of the amount of bonds it raises. If it raises $348 million
worth of bonds, it does not say where those bonds are going to be
deposited.

MS. RUMOWICZ: Yes, it does.

SENATOR RAND: Where?

MS. RUMOWICZ: On Page 9, Section b. It says, "Every issue
of bonds 6r notes shall be general obligations payable out of any
revenues or funds of the Authority..."” The funds of the Authority--
. May I ask Ms. Felker for a confirmation of this?

'SENATOR RAND: Yes, you may.
MR, HORN: Ask the question.



MS. RUMOWICZ: Liz,  my reading of 9b. is that when the
Transportation Agthority issues the bonds, that money is deposited in
the Transportation Trust Fund.

SENATOR RAND: It does not state it. _

MS. FELKER: Do you mean the fund of the General Fund?

MS. RUMOWICZ: No, the Authority's Trust Fund.

SENATOR RAND: The Special Transportation Fund. v

MS. RUMOWICZ: No, not the Special Fund, the Transportation
Trust Fund, which belongs--

MR. HORN: (interrupting) The. Transportation Trust Fund
Authority. : _
MS. FELKER: This Authority, like any authority, will have a
couple of different kinds of funds. It will have a debt service
reserve fund; it will have a debt service payment fund; and, it will
have a revenue fund, into which you wqgld deposit its bond proceeds.
It would make its payments out of that revenue fund. '

MR. HORN: But, it will be held by the Authority.

M5. FELKER: It will be held by the Authority.

M5. RUMOWICZ: The Authority -- that's what I'm asking.

MS. FELKER: Or, by a trustee actually.

MS. RUMOWICZ: The bonds that you issue =- the funds from
that will be held by you in the Transportation Trust Fund, not the
Special Transportation Fund. '

MR. HORN: Not the Special Transportation Fund, right. ;

MS. FELKER: The proceeds of the bonds are kept by the
Authority until DOT requisitions them.

MS. RUMOWICZ: Right; exactly. I think that is called for in
9b, ~The language may not state that.

~ SENATOR RAND: Let me hear this. The difference between the
$134 million and the $230 million which is to be raised by bonds --
which according to my figures is $87 million-- Very quickly, is that
correct?

MS. FELKER: Well, bonds and interest earnings,

SENATOR RAND:  Eighty-seven million dollars, bonds and

interest, whatever, the $87 million plus, is to be deposited where?




MR. HORN: 1n the Transportation Trust Fund Authority; in the
Authority itself. It will be an account  in the Authority, because 1t
does the borrowing. ‘

SENATOR RAND: Besides the Special Transportation Fund, and
besides the Transportation--

MS. RUMOWICZ: (interrupting) No. It is deposited into the
Transportation Trust Fund, which is the Authority's fund.

SENATOR RAND: No, no, there are two funds.

MS. RUMOWICZ: I know that.

SENATOR RAND: The first is the Transportation Trust Ffund,
which the Treasury controls.

MS. RUMOWICZ: No.

SENATOR RAND: That is the one it flows from. The

Transportation Trust Fund is controlled in the Treasury.
| ~ MS. RUMOWICZ: No.

MR HORN: See, this is the confusioﬁ, this thing up here
(referring to chart).

MS. FELKER: That is an appropriation account within the
General Fund.

DR. MANOOGIAN: The appropriation account is this one. The
Transportation Trust Fund account only receives the appropriations.

SENATOR RAND: That is correct.

DR. MANOOGIAN: It doesn't receive the bond proceeds.

SENATOR RAND: I understand. The Special ‘Transportation
Fund, the épecial one--

DR. MANODOGIAN: (interrupting) It receives the bond
proceeds, payable from funds of the Authority.

MR. HORN: The Special Transportation Fund -- and I haven't
even addressed that one yet -- is ‘the one fhat Assistant Treasurer
Felker indicated. Items get put into there--

SENATOR RAND: (interrupting) 1s that where the bond money

is deposiﬁed? . .

MR. HORN: No.

SENATOR RAND: Okay. The bond money is not deposited in
either "A,",the.first Trust Fund account, or '"B," the second Trust Fund

account?



MR. HORN: Right.

MS. FELKER: No, not initially.

SENATBR RAND: Not initially.

MR. HORN: Not initially, right.

SENATOR RAND: When would that money be put into that Trust
‘Fund account? B ..

MR. HORN: When the Department of Transportation calis‘for
that money to,be used. It gets put in there, but it cannot be spent
until thé Legislature appropriates from that. v _ :

SENATOR RAND: Why would an authority borrow $50 million and
hold the $50 million in whatever reserve account they may set up?
Rather, why wouldn't it be deposited in the Special Transportation
Trust Fund account--—;not the "A" account, but the "B" account? Are
ydu telling me we are going to set up other fund accounts?

MR. HORN: - Well, the Transportation Trust Fund Authority is
the vehicle for the borrowing of funds. ' :

SENATOR RAND: I understand that.

MR. HORN: It would have no intention of holding the funds in
its bank account, unless and until it is needed. It would borrow at
the appropriate time in the market, balanced against when the needs are
there. If there is a window for great financing opportunity to have
the money, it may want to hold it for a short period of time, but, .
obviously, it wduld do it knowing that it has a project it has to fund

. _one, two, three, four or six months--

SENATOR RAND: (interrupting) Then, a lateral movement on a
chart would be the Authority, and then,-ceftainly, the reserve bond
fund accounts. Is that corféct?

' MR. HORN: Right. What' is not needed for debt service, what
is not needed for reserve funds--

'SENATOR RAND: (interrupting) Would then be put into the

‘Special Transportation Fund. ' ‘

MR. HORN: But, only upon call-- ‘

MS. FELKER: (interrupting) When DOT has a bill to pay.'

MR. HORN: A bill to pay, but that bill can't be paid unless

and until it has been authorized by an appropriation--
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SENATOR RAND:  (interrupting)  Then the Authority will
control the total bond funds?

MR. HORN: That's right, wuntil the Legislature-- The
Authority is the vehicle for the raising‘of the money, and the holding
of the money, but the spending process--

SENATOR RAND: (interrupting) Not the $118 million.

MR. HORN: That's right.

SENATOR RAND: Not the $118 million.

MR. HORN: That's the Legislature.

SENATOR RAND: You put that in the Special Transportation
Fund. You are talking about the $25 million and the proceeds of the
bonds. Well, that is what I want to try to get to, Liz.

MS. FELKER: It all comes in.

SENATOR RAND: Then, let's get the flow chart right. What it
ought to be is a flow from the Treasury, to the Authority, to the
Special Transportation fund, with a lateral of reserve funds for the
bonds.

MR. HORN: That's right.

MS. FELKER: That's right.

MR. HORN: That's it.

SENATOR RAND: That is what my flow chart shows.

MR. HORN: And that is correct. That is correct.

SENATOR RAND: When the Authority gets the $118 million, are
they limited by time or procedure as to when they have to deposit that
money in the Special Transportation Fund?

~ MS. FELKER: That is in Section 21.

SENATOR RAND: Pages 16 and 17. (Senator Rand reads section
of bill.) Here it is. "The Authority shall within 15 days of receipt
of the certificate..." Now,‘that is the flow of the funds from the
Special Transgportation Fund to the DOT.

MS. FELKER: No, that is the funds from the Authority to the
Special Transportation Fund. '

MR, HORN: That is what he said.

MS. FELKER: In ordef for the money to get into the Special
Transportation Fund, the Commissioner of Transportation takes some

action. He makes a certification--

1



SENATOR RAND:  (interrupting) Only when the Commissioner
notifies them does he put it in there.

MS. FELKER: Then the-- |

SENATOR RAND: (interrupting) Then, the truth of the matter
is that the Authority really controls the flow of the money subject to
a call. '

MS. FELKER: They have no choice; when they are asked for it,
they have to make the payment. But, until then, yes, they will invest
the balances. :

SENATOR RAND: Okay. I just wanted to get that clarified,
Mr. Treasurer. Please continue with your statement.

MR. HORN: - However, before any funds can be spent: by the
Department of Transportation, the State Legislature must appropriate
those funds, ineluding the toll road payment moneys, to the Department
of Transportation. So, there are two apptgpriatighs, ~One is to the
Trust Fund account, or let's shorten it and say, one is to the Trust
Fund Authority, and one is to the Special Trangportation Fund. So, the
Legisigtgre really has-- _ ‘

MS. FELKER: (interrupting) It's from the the Special
Transportation Fund. |

MR, HORN:  From the Special Transportation Fund, so the
Legislature really has two authorizations to make; one is to get it in,
- and one is to get it out. '

SENATOR  RAND: Mr. Treasurer, what do you call
authorizations on appropriations?

MR. HORN: Either appropriations, bills--

MS. FELKER: (interrupting) Appropriations, yes.

SENATOR RAND: - Would you call these appropriations? 1 submit
to you Chapter 408 of Senate Bill 3489, and this, I believe, was
Assembly Bill-- This is the other one. These are the two compenent
parts of the 1979 bond issue. Would you say those were appropriation
measures? '

- MR. HORN: Yes. .

SENATOR RAND: - You would have no problem with appropriation
measures éuch_as that? _ .

MS. FELKER: They're legal.,

12




SENATOR RAND: Oh, they're legal.

MR. HORN: The answer is "yes." ' Chairman Rand, I assume the
reason for wanting to have that assurance is so that the Legislature
can determine which projects get funded. Is that correct?

SENATOR RAND: Would you want me to give you a blank check
for $3.3 billion?

MR. HORN: ‘No, and I agree with that. There has never been
any statement by anyone involved with this proposal to the contrary.

SENATOR RAND: Why I say that is because this is an unusual
bill. It is a bill, truthfully, of a ten-year general obligation
bond. That is what it is. It is based upon a pay-as-you-go method,
with some bonding. At that first opportunity, the Legislature has no
input whatsoever, except to say, yes, they appropriate the bond money.
'Undef the 60 bond issue, or under those bond obligations, the
Legislature has a right to take a look at those, and pass on them,
whether we go to that particular facility or not. Then they get a
second crack. If we follow up without this pfocedure, what you are
saying is; the Legislature ought to give a blank check, and then, upon
being asked to appropriate the money for the second time, give another
blank check. That is why I bring these things up.

MR. HORN: Yes. The answer to the question is, we do not
want a blank check. ,

SENATOR RAND: I'm happy that you answered .that' way, Mr.
Treaéurer, because you make me feel much better. '

MS. RUMOWICZ: That was the right answer.

SENATOR RAND: That was the right answer, as far as we are
concerned. Okay.

MR.'HDRN: I should talk briefly about the bonds, before you
ask additional questions. The bond financing, which is proposed as
part of this program, uses, as has been oftentimes phrased, an
"appropriation bond," very similar to the Building Authority bonds and
the State-supported school and county college bonds, which are very
similar in structure and method -- method in terms of Wall Street -- of
being repaid. The primary characteristic of these bonds is that in

order for the borrower to pay the annual debt service on any bonds
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issued, .an annual appropriation ‘must ‘be made by the -Legislabure-
Future -appropriations for future debt-servite?peymentsfmust"békmade*by
future Legislatures for'the»Authority to meet its obligations.

What 1 said in the previous sentence is not ‘new to New
Jersey. It was dome :in connection with fhe'State»BuildingﬂAufhohityw
énd it was done in -connection with ‘those State-supported sdhool-ehﬂ
ceunty college bonds. Exactly the same-pnocedune would be used for
this as was used for those.

SENATOR RAND: 1 voted for that ﬁulldlng Authority, and 1
:m@st pay for the sins 1 committed then. I make no denial, but let me
ask you some questions. '

MR. HORN: Sure. . -

SENATOR RAND: ~ When the Building Authority fleats their
bonds, is there any input by the Legislature at tha%ltimé, or has the
Legislature given them carte blanche?

MR. HORN: In terms of the bond floating, there is no 1nput.
There is a limit, a $250 million limit.

SENATOR RAND: Yes, 1 understand that. ;

MR. HORN: In terms of the expenditures though-- Is that in
the approprlat10ns7 | .

o MS. FELKER: The expenditures were lease rentals by thé
State. The Building Authority's are in the appropriations bill.
' SENATOR RAND: What was that now?

MS. FELKER: . The expenditures of rental--

MR. HORN: (interrupting) To pay the bonds--

MS. FELKER:  (continuing) to the Building Authority; whieh
happened to be the debt service, are in your approbriatidns annual
bill. | | |

SENATOR RAND: Are in the appropriations.

MR. HORN: . So, the method of coentrol; to contrél what
construction the Building Authority projects go inte, comes by viftue
of the appropriations bill. ]

SENATOR RAND: Would you have any obJectien before the bond”!
are issued, when the Authority has to float a $50 mllllon bond 1ssue,
with no line items, that it be approved by a concurrent resolution of
the Legislature?

14




MR. HORN: There would be an objection. If the Legislature
has éontrol over how the funds would be spent, as it does with GO
bonds, I don't see why this one has to be handled any differently than
any other. The money cannot be spent unless the Legislature gives its
okay, and that is sppropriate as a coequal branch of quernment. But,
"on whether the bonds should be floated or not, I think that is a
constitutional question. Once the Authority has been set up,
obviously, it is not going to borrow unless it has an indication that
the project is going to be approved by the Legislature. So, in terms
of the separation of powers, I would say, yes, it is highly appropriate
for legislative oversight in terms of how the money should be spent,
but the raising of the money should be done by the Authority, after
authorization by this.

By the way, I think we ought to talk about the Authority.
‘You know, what we are really ﬁalkinq about is myself, and‘I guess the
Commissioner of Transportatio%. We are not talking about the other
types of‘authorities in the State. We are basically talking about an
in-house authority.

SENATOR RAND: If I thought we were talking about another
type of authority, I certainly would not be up here sponsoring a bill.

MR. HORN: It is really a mechanism for the borrowing. We
have to use the term "authority," but it is almost an inappropriate
word. ‘

SENATOR RAND: So far, I like youf answer on the previous
question, and this one. I have no problem. I am just trying to get
all I can for the Legislature.

MR. HORN: I would think that it would be inappropriate to
have a legislative concurrent resolution for the borrowing.

SENATOR RAND: The only reason I brought it up was, suppose
the Authority -wanted to go out and float, at one time, $300 million
worth of bonds, not needing‘ them? There is no control, nor any
mechanism to control that Authority if it goes out to float $300
million, even though it might not be used for the third, fourth, or
fifth year. What is to prevent that, may I ask, Mr. Treasurer?

MR. HORN: Prudence, I guess.
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SENATOR RAND: Can we legalize that in some language of
© prudence? -

‘MR, HORN: That has been talked about.

MS. FELKER: We could put in a coverage test.

MR. HORN: Is that a Federal law?

MS. FELKER: No, we could put in a coveragé test.

"MR. HORN: Okay. Would you explain that to myself and to the
Senator. . _ ’

MS. FELKER: You could limit the amount of bonds that could
be issued by putting a coverage test in the bill. In other words, you
could limit the ratio of the Authority's receipts to their debt-service
obligations.

SENATOR RAND: In that particular year?

'MS. FELKER: That would cover every year, yes. You po@ldnft

‘overdo it, ’

SENATOR RAND: Okay. I like that.; Do you understand what I
am driving at? I have no fear that you are éping to do that, Mr. Horn,
that you are going to go out and say, "We need $348 million. Let's
float the -bonds today, and that's the end it." That is not the way I
anticipate this wprking. I anticipate this working that if the $118
million flows in, and with the $25 million that is $143 million, if you
have to leverage $230 million based upon what the market price is going
to be and your idea -- and, of course, you can't guarantee that -- you
aré going to say that we need $87 million worth of bonds, plus the
necessary interest, and you are going to go out to float those bonds.
Is that correct? I would assume that that is the logical way.

MS. FELKER: The same exact procedure applies to the issuance
of general obligation bonds.

| SENATOR RAND: That is exactly-- |

MS. FELKER: (interrupting) We are not about to go out and
sell a billion, four-hundred and niﬁety—seven million in bonds -- even
though we have authorization to do that -- all at once.

SENATOR RAND: Okay.
MS. FELKER: However, what we do is, we try to forecast the

exact needs that will need to be funded over a foreseeable period of
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time -- usually less than a year -- and we borrow only that amount of
money. But, you have actually given-- In the bond acts, people have
given to the issuing officials, who are the same people who have to
approve these bond issues, the power to issue as many as they find
necessary. ' . ’ '
SENATOR RAND: I understand that. }
MS. FELKER: The same people who approved those general
lobllgatxan bonds have to approve these general obligation bonds, or
these Authority bonds. _

- SENATOR RAND: Well, they can issue up to the total debt,
that is correct. They can't issue above that. What I was concerned
about is the fact that no authority over-bonds for the amount of money
they need at that particular moment.

MS. FELKER: From a practical standpoint, it would be
impossible to get a rating on a bond when you were contemplating
incurring debt service obligations in excess of what your income was
going to be. So, the market would stop you. No counsel would give you
an opinion to proceed. '

SENATOR RAND: I have another question I would like to ask
you, Liz, along‘those lines. Do you bid these bonds?

MS. FELKER: They could be bid, surely.

MR. HORN: They could be bid.

SENATOR RAND: They could?

MR. HORN: We would make a judgment at the time we went out
for the bonds whether they could be bid. ‘

SENATOR RAND:‘ Why would you make a judgment on the bidding
of bonds? They are done every day. That is the way your general
obligatibn bonds are done. Why would these be any different? We would
insist that you bid them.

| MR. HORN: Maybe I misinterpreted what you meant by‘biddinq.

MS. FELKER: Competitive bidding. .

SENATOR RAND: I have a letter right here that a certain firm
would underwrite-- 'v ’

MR. HORN: (interrupting) I was thinking of private
placement. » : ’

MS. FELKER: Oh well, market conditions.
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MR. HORN: Yes. : : o
SENATOR RAND: I have a letter'night here that a-éertainvfirm
would: underwrite, immediately, $500 million; worth  of: tnanspgptatidn 8
bends. ’ -
MR. HORN:  What was intended there was -- there were some
questions in someﬂlegiSIators' minds as to whether there was a market
_for these bonds.. | | '
SENATOR RAND: Right. | o
~MR. HORN: So we went to Wall Street and said, "Will you give
us, and the Legislature, an indication of that?" The reason. I qngﬂ@nedk
the question the way I did was, there is an alternative way which,
under certain circumstances, sometimes makes sense as _nggsedj to
‘bidding. That is called private placement, or a negotiated price,
where we think we can do better. In most issues, includimgathe;rgceﬁt
Educational Facilities Authority issue, on State Igaagepqrchag@
financing, we have gone out on bid, ahd have déne very well with
competitive bidding. -
SENATOR RAND: Don't you find competitive bidding?
MR. HORN: Absolutely. S ' ,
SENATOR RAND: We would ask that you certainly use these
bonds in competitive bidding, and we might want te run lanquage that
you follow the same procedure. . , :
MR. HORN: Please don't interprét that letter as-- :
SENATOR RAND:  (interrupting) No, no, I don't. I just
asked, and again, I am only giving you suppositions. I am trying to
preclude all the problems that could come down the pike. 1 have enough
problems with other legislaters, sir, let alone with problems in this
bill. o ) |
MR. HORN: I understand.
MS. FELKER: May I comment on that?
SENATOR RAND: Yes, Liz. ~ |
MS. FELKER: I think the obligation that you should place on
the Authority is that it get the best cost of'money reali;abie in the
“market. Very often that might be done by an auction of the bonds.

There could be markets, and we have had thosg markets within the last

18




couple of years -- and I think we may be coming into another period
. like that -- where there is a scarcity of funds, and where it might be
better to do a different method in order to keep the costs minimal.

| You should make it the obligation of the Authority to
diligently-exaﬁine the methods of sale available to it, and choose the
one which wiil'be the most cost effective.

SENATOR RAND: Yes, because the responsibility rests on you.
I can assure you that there will be people watching out there to see
that the Authority does the best it can for the State. - I believe that
New Jersey bonds are very sought after.

MS. FELKER: They are.

MR. HORN: That is because we have responsible Legislative
and Executive Branches through both political parties in terms of our
bonding. I éompliment you on that.

SENATOR RAND: I would want to continue the bonding on a
competitive scale, to realize the credit rating, and to realize those
rates. 4 '
MS. FELKER: It is because of our good credit rating that we
are able to do those competitive sales. States with lousy credit
ratings very often cannot accomplish the same thing, and must go to-
other measures. ‘

SENATOR RAND: Mr. Treasurer, you may continue. I'm sorry I
interrupted you.

MR. HORN:  Okay. The stable funding plan calls for the‘
Authority to issue ten-year bonds to supplement its revenue received:
from the General fund and the toll road authorities. A portion of the
revenues of the Authority will have to be used to pay debt service.
Over a four-year period, about 28% of the funds which the Trust Fund
‘Authority receives would be used to pay the interest and principal on
debt incurred to generate the remaining needed capital. But, the
Authority will earn a substantial amount of interest on its reserve
funds which will partially offset the debt-service expenses.

As State Treasurer, I find the most compelling argument for
the Trust Fund Authority to be the fact that this stable funding
program will enable a substantial portion of the projects to be paid
for with cash, rather than with bond proceeds.
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Of the $920 million in State funds required for
transportation prejects initiated over the four-year period, -less than
“half of the funds for the projects would need. to be bonrowed, Thus,
the sources for the direct State's funds would be as;follows, over the
four years: The authorities, $100 million; truck registration
increase, $120 million; and, General Fund -- $88 million times four --
$352 million, or non-borrowed funds of $572 million, out of that $920
million. This, of course, is on a pay-as-you-go basis. A

‘After 1988, there will still be an average of $100 million
available for transportation capital projects, that is, assuming we are
able to accomplish all that we want to in these next four YBars with
this mechanism, but, obviously, there will be new transportation
projects that will have to be done. Are we going to. say there is
rnothing left? There will be something left. ~There will be $100
million available for transportation capital projects, but the
Department - of Trangportation will need an enhanced'fuhdihg program tg
continue its capital construction and maintenance responsibilities at
any higher level. Such a program can be deveéloped in}the context of
the State's financial and economic position at the time. So, what we
are saying is, this is going to work, at least for the next four
years. Let's see what the needs are; let's see what  the economic
status of the State is; let's see what happens nationally and, at that
time -- sometime within the next four years -- the Legislature is going
to have to again say, "What are our needs for the next four, eight,
or twelve years?"

But, we say this: Once you have gotten going down this road
=- if I may use that term -~ the pfoposed stable quding'wiQens thgv
options of the Legislature at that time. ‘

SENATOR RAND: We have been joined by Senator Tom Gagliano.
Good morning, Tom. : v C

SENATOR GAGLIANO: Good morning. Mr. Chairman, members,
ladies and gentlemen: I apologize for being tardy., I was atfanother
meeting dealing with land-use issues across the street in Senator
Stockman's office from nine-fifteen, and I was just able to break

away. I'm sorry, but I am here now.
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SENATOR RAND: We are glad to have you with us. Mr. Horn,
you said that after 1988, according to your projections, there would
be $100 million annually?

| MR. HORN: Average.

SENATOR RAND: Average -- there would be an average of $100
million which could be used for capital expenditures. Is that correct?

MR. HORN: That's right. |

SENATOR RAND: And, you said that at the end of that time,
and I would approximate 1988 -- that is not an exact date -- we would:
then be faced with whether we were going to increase that capital
appropriation to a point according-- '

MS. FELKER: (interrupting) Or borrow more money.

MR. HORN: Or borrow more money, or whatever. Ffor example,
if we look back four years ago-- |

SENATOR RANDS (interrupting) We would have passed the
gasoline tax.

MR. HORN: That is correct. But, if we look back at the
financial situation in the State four years ago, first of all, there
wouldn't have been a Federal five-cent gas tax, which we are now
leveraging with this money. We would not have known what the economic
situation of the State would bé at this time. We would not have known
that the toll roads would be able to provide us the $25 million a
year. What I am saying is, there may be enough changes in the
spectrum, on both the national and State levels, for the State to again
make choices. It may want to continue along the existing program, or
expand it somewhat. It may want to choose a different program. Maybe
the Legislature will determine sometime between now and then that
additional revenue should be u%ed.

We're saying we knod this will get us through the next four
years; we are not saying it will get us through to the end of the
twentieth century. We think that obviously the benefit of this is,
to give the Transportation Commissioner the ability to plan for the
next four years, and get these projects started and completed.

In the interim, thevstable funding program enables the State.
to secure every available Federal dollar -- which Commissioner Sheridan

has mentioned so often -- to fund its transportation capital needs.
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In closing, 1 -also want ito say ithat although 1 was 'not
Treasurer when this proposal was initially .put forward, 1 made ‘my ‘own
independent -study of the financial .aspects ‘of the {pr Ogram. 1
discussed it in wvery .great detail with the former Treasurer. WAfter
‘having made ‘my -own independent analysis ‘of the :program, 1 am satisfied
to give ‘my endorsement ‘to ‘the program, aleong with @hétidf fheipreviobs
Treasurer.

‘SENATOR RAND: ‘We are basing this 6n sSome absolute figures,
are we not? ' |

MR. ‘HORN: Yes.

SENATOR RAND:  Suppose -- and ‘that leads me back to the
question of why I say I want to stagger the flotation of bond issues --
the Federal govermment appropriation goes down? That would lower the
amount we have to borrow. Am I correct? We don't know actually what
the federal government is going to give us until October 1, 1984,
because they have not finalized their budget. Now, there are only
projections on the STA appropriatiuns. ‘

MR. HORN: I am not familiar with that. Maybe Commissioner
Sheridan-- _ ;

SENATOR RAND: (interrupting) We will address that to him.
According to some of the records 1 just receiQed, and I received this
from the National Conference of State Legislators-- Kathy Brennan
Wiggins advised me that transit is going to take a decreasé in
funding. That is according to her figures; I don't know. I guess she
is only opinionating according to the available figures being’
projected, but we won't know that.

SENATOR GAGLIANO: Is that the theory they have been using in
not funding operations,'orvis that just an overall--

SENATOR RAND:  (interrupting) They do not fund operation
subsidies. Theirs, of course, 'is based mostly on capital.

SENATOR GAGL IANO: Is that what you're talking about, just
capital? ' ' - .

SENATOR RAND: Yes. That is why I would say we would be in a

position to just float the amount of bonds we need to leverage whatever

money we need, whether it goes down or not. Is that correct?
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MS. FELKER: I don't think you would float a bond to pay a
share of a projéct when you didn't know whether you had the rest of the
money.

MR. HORN: That is correct.

SENATOR RAND: Senator Cowan?

SENATOR COWAN: Mike, you mentioned $100 million after 1988.

Where is this figure? Will you just give a brief explanation of what

you are talking about and how long that would continue?

MR. HORN: I guess what it is, is an average of what would be

available. Don't forget, the $143 million is still going in there.
Some of that will be needed for debt service and interest costs.
MS. FELKER: The most the debt service will be, according to

the projections we were using which were based on a certain interest

rate scenario-- Under that scenario, approximately $72 million would
be the most you would have to use out of the $143 million to pay your
debt service. So that leaves you, that year, of the maximum, with $71
million. If you never issued any more bonds after the first four

years, you would gradually start to pay off those bonds, and there

would be more and more of that $143 million left that wasn't required

for debt service. If you look at--
SENATOR RAND: (interrupting) Is that where that $100

million projection comes in?

MS. FELKER: That is the average between years five and. :

fourteen of what is in there. It is an interesting number, because it
is similar to the amount of money we presently pay out of general
obligation bonds for transportation projects.

SENATOR GAGLIANG: So, what you're saying is, on average, for
" those nine years, there will be $100 million that could go back - into
the program, which is not needed to amortize the bonds.

MS. FELKER: That's right.

 SENATOR GAGLIANO: That's pretty good. I think that's pretty .

good.
SENATOR RAND: Senator Cowan, you may continue.
SENATOR COWAN: I think that's the best answer we've had all

day, but we're only starting I guess. Are there any other states now
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which use this? 1»kn0w this qpéstiOn has been posed maﬁy-times, but as
far as our Triple A réting is éoﬁcerhéd, are there any other states
which use this'type bf:fdndingvattall? |

MS. FELKER: Are you asking me? |

MR. HORN: He is asking both of us. The answer is "yes," but
I would like Ms. Felker to give a detailed answer.

MS. FELKER:  There are a number of appropriation-based
authorities in other states, 1like our Building Authority. For
instance; Virginia has one. That. is a Triple A state; they have just
completed the sale for their Building Authority. As far as
transportation purposes, we are one of the few states whiéh doesn't
héveva completely segregated, dedicated motor fuel tax. Many of the
states which have those kinds of dedications have set up revenue bond
funding programs for transportation, and wouldn't have any reason to
look for this type of methodology.

_ Since we han all of our tax revenues in one General Funq,;we
have a different kind of problem here. There are several states,
regardless of how they handle their transportation revenues, which have
looked to form new fuhding mechanisms for transportation recently, to
match the Federal money. Wisconsin is one. They put out a new
transportation revenue bond just about a month ago, successfully, which
is outside of their general obligation bond program. New York State
has had a program which is based on a legislative appropriation of just
the kind we are talking about to the MTA. They have been successfui in
selling bonds with the same kind of legislative appropriation, with a
30-year contract with their Leqgislature. They have a 30-year period
over which they expect to get these payments, which is a lot longer
than what we are talking about here. They were able to market such
bonds. -

Sb, I have said several things. One is, Triple A states do
use this kind of funding mechanism for non-general dbligation bond |
projects. Other states have funded transportation through a
legislative appropriation as a source of debt service.

MR. HORN: I think the most important thing Ms. Felker has
said is thét most states -- and I think we are probably talking about
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42 or so out of the 50 -- don't even have to look to this type of
appropriation, because they alreédy have in place a mechanism of stable
funding of transportation projects. 1 guess that is why we're here; we
do not have one.

SENATOR GAGLIANO: And, they do not have nearly the problems
we have. '

MR. HORN: That is exactly right.

MS. FELKER: This is the New York State deal, which was based
on service contract bonds. This was done in February of this year.
They sold $200 million worth of service contract bonds, transit
facility service contract bonds and commuter facility service contract
bonds, and those contracts are based on the legislative apprdériations.

SENATOR COWAN: What rate did they go at?

MS. FELKER: I didn't write it down, but I think they are
about an "A" level. New York State's rating is not what ours is.

SENATOR COWAN: What was the cost?

MS. FELKER: The cost? Their longest bonds were 2017 --
matured in 2017, 35 years; they were at a nine and seven-eights percent
interest rate. The shortest ones were 1985, and they were at five.
sixty. So, in the middle, you have about an eight forty in 1993. I‘
don't think that is too bad, considering the lower rating. Dillon Read
was the senior manager of that. ‘

SENATOR COWAN: At the present-day rate of discount, what -
would these go for now -- just a guesstimate?

MS. FELKER: Nine something.

SENATOR COWAN: Ours would go-- Double "A?" _

MS. FELKER: Yes. Oh, no, I'm sofry. I was thinking longer
term. I think they would be lower than that. Maybe we could get
someone who looked at the market this morning to give us a better
feeling for that.

MR. HORN: We're talking ten-year bonds.

MS. FELKER: Our 20-year bonds would be in the 9% range now.

SENATOR COWAN: Okay, thank you.

SENATOR RAND: Senator Gagliano?
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SENATOR GAGLIANO: I would just like to follow up on. one
thing. Where you have an average of $100 million, s planned now, the
then Administration and the thenA Legislature -- say, three or four
years from now -- could get together and extend this program for, say,
two or three years, and still do the funding within the original period
of time. v .

MS. FELKER: They could authorize additional bonds.

SENATOR GAGLIANO: = So, actually this borrowing could go on,
and we could still pay off everything within the initially-planned.
14-year period. _ A '

MS. FELKER: They could encumber more of the money in the
form of debt service. I don't think they could encumber all of it.

SENATOR GAGLIANO: That's what I mean.k But, what I'm saying
is, you could extend it maybe two or three years, depending upon
whether you had projects. One of our biggest problems is the prdjects
that wére never finishéd, as you know, the missing links, and the rest
of it. So; if we have a good program going for four years, the then
Commissioner could recommend that we go on for, say, another two years,
and we would not have to disturb the basic premise upon which this was
built. Correct? |

MR. HORN: That is correct.

MS. FELKER: You would have that option, yes.

SENATOR RAND: It is our opinion, Senator, thaf; at the end of
one .year, if this prograﬁ is 'no good, the Legislature could abolish
it, and just assume whatever debts there are. That is what makes it so
interesting, because the Legislature can "poof" at ahytime it wants to.

SENATOR GAGL IANO: I'm talking about extehding it though.

SENATOR RAND: I understand that, but letis first see if it
is any good. We are going into a new adventure, and I want to make
sure that the Legislature has safeqguards. We have'beguh to address
some of these things by the limitation of the flotation of the bonds,
because if the Legislature, at the end of one year, deems it advisable
not to continue a program, I would hate for them to be burdened with a
$471 million bond issue that was immediately putxout by the Authority,

without any consideration. That is one of the things we addressed. I
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have no objection to a $50 million or a $75 million bond issue, but

according to what we have received from the Office of Legislative ..

Services to our attorney, the Legislature has a right to curtail this

program anytime at all.

SENATOR  GAGLIANO: You mean the Legislature, with the

Governor's signature? : _

SENATOR RAND: That is correct. That is one of the thingé we
want to put some oversight on, because that would leave us in a bind.
What happens if the Legislature refuses to appropriate the $88 million?

» MR.  HORN: Or, the Legislature will not fund the project. I
would try to de-emphasize the somewhat radical ways of ending a
program, but clearly the simplest. way would be just to say, "We will
not fund these projects." That would be one way of putting a halt--

SENATOR RAND: (interrupting) And then, take up the debt.

SENATOR GAGLIANO: I know we can't stop that, but that is one
of the things that caused the missing links. For example, Route 18 -
and I think the bill is going to be $60 million to complete Route 18 --
would have .been less than $15 million if it was built at the time.
There would have been a lot less dislocation. -

~ SENATOR RAND: Senator, that is why we .are trying ﬁo
construct,é bill that will give you the right to get on the floor, when

the apbropriation comes befote'you, to look at what is being done, and-

to say that that is the proper thing to be done. We have no problems. -

We are trying to construct the bill, and to amend the bill, so that we

think we have a consensus which everyone will be happy with. 1 think

it is our job to make sure--

SENATOR GAGLIAND: (interrupting) 'Okay. I just don't want
to get into a situation where we are going to have to -- and I have

-ment ioned this'befcre -- as legislators, do ‘a pork barrel thing on this -

and say, "Okay, I'll deal with you Hudson County, provided Monmouth and
Camden Couhties get this and that." I think if we get to that, we will
probably build nothing.

»SENATUR RAND: Are you prepared then to give a blank check

for the $3.3 billion? I am not, sir, I can tell you that.
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SENATOR GAGLIAND: I don't know that I am prepared to do
that, but I certainly do not think it would be appropriate for us to.
tie the hands of the AdministratiOﬁ, whomever it might be, because I
don't think we will build what we want to build. |

SENATOR RAND: Wéll,_ aceording to the testimony g'iven by the
Treasuter, the initial $118 million is just an outright appropriation.
All you do is just say you will give $118 million. It goes into the
Transportation Trust Fund, and then flows to the Authority.vvthe $25
million automatically flows to the Authority: Then, you get one mdré

‘shot on the $3.3 billion, whether it be transit, or whether it be the
Highway Department. That is when DOT requests the money from the
 Authority == or, it is deposited in the Special Transportation Fund and
they come before us with their appropriation measure. ~They will say
at that time that they want $126 million. Aré you prepared at that
time? 1 will tell you this very clearly, I am not. I don't know if
Senator Cowan is, but I will not give a blank check for $126 million.
" Maybe you will, siri that is your privilege. 1 ran a bond issue of
$475 million, and I showed these issiues to the Treasurér juét a few
moments before you came in. These are the issues on which ﬁé spent
total morey and which drew down Federal money also. The Treasurer said
he had o problems with that. | I

SENATOR GAGLIANO: These were pretty well explained to us.

SENATOR RAND: That is correct. SRR

SENATOR GAGLIANO: These were explained to us when they went
through Committee: ‘

SENATOR RAND: Absolutely.

SENATOR GAGLIANO: Right. What you are sayihg is, you want -

the same kind of thing: o o :

SENATOR RAND: Absolutely: I do not intend to obligate this
Legislature, or any other Legislature, for $3.3 billion, without some
oversight, and without some review. o o

SENATOR GAGLIANO: I agree that we have to have some
overview, but I just don't want to see us in a position where we are
going to be-- _ ' . ‘ ‘

SENATOR RAND:  (interrupting) We would hope that the

legislators would be statesmen, rather than politicians.
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SENATOR GAGL IANO: Well, you talk about blank checks.
(laughter)

MS. FELKER: Why is everyone laughing?

MR. HORN: I guess there should be some type of happy
medium. I agree with Senator Rand's statement. I hope that the
program is successful enough so that the legislators will act as
statesmen, and will feel that the most needed projects are being done,
and that the program is fairly administered.

I think the interesting thing about this, and the reason I
think it is going to be not only successfully enacted, but successfully
implemented, is that out of 120 legislators, not one has said, "We do
not need a program to do what we all know has to be done."

SENATOR RAND: That is a truism; absolutely.

MR. HORN: Given that, I am confident there will be some
statesmanlike actions.

SENATOR RAND: We would hope so. Mr. Treasurer, you said --
in your remarks I think you used this term -- "that seriously
jeopardize our Triple A rating." Whose words are these, may 1 ask?

- MR. HORN: No, I did not use that term.

SENATOR RAND: I heard that.

MR; HORN: Oh, okay. Let me read that sentence égain: "We
strongly believe that the transportation needs and costs of the
magnitude of the proposed program can no longer be financed through
"general obligation bonds, without seriously jeopardizing our Triple A
rating." What I am saying is, go the other route. People have
suggeéﬁed the use of GO bonds. GO bonds turned out to be more
expensive than accomplishing what we want to do and, as you know, what
the rating agencies ldok at, in terms of rating our debt, whether it be
i GD debt or other debt, is the total income, the stability of that
income, and the total outflow. What I am saying is, to go the other

rout¢ would be the route which might seriously jeopardize the Triple A
- rating.
SENATOR RAND: That is your opinion, sir. Is that correct?
MR. HORN: Yes, that's right.
SENATOR RAND: No rating agency said that?
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‘MR. :HORN:. :One rating,agency'hasiﬁaid ~- :and ‘Commissioner
Sheridan ‘has ‘this as part of his remarks .- ‘thdt ‘this .program would
‘have :the -tendency, ‘because -of the pay-as-you-go :nature of ‘it -and ‘the
‘benefits 'that ‘the State would derive from implementing it,fto'makelit
ook .at ‘the ‘State in .a .more favorable light.

SENATOR RAND: Okay, we will ask Commissioner Sheridan ‘to
ddentify ‘the .source .of ‘that rremark. I .am going ‘to :ask you, for :my Full
.comprehension, if you=wi11éteiﬂ4meithe:difference%between’thebends-you
_have now, which -are -supposedly -6bligation ‘bonds, -and ‘the :general
.obligation bonds, based on ‘the $348 million we ‘have ‘to ‘borrow on a
short term as we are. Ten years is considered a short term, as :against
genemal=obiigationfbohds;which are 20 years, or :no -more than 30 years
im ithe State of New Jersey. Is that righf, Liz?

MS. :FELKER: Thirty-five years.

SENATOR RAND: Thirty-five years. Tell me the difference.

MR. HORN: Total interest .cost difference? ’

MS. FELKER: The cost structure or what?

SENATOR RAND: Well, yes. I would just like to know what the
difference is, if there is a difference because of the flow of money,
or if there is a difference because of the flow of interest, and ‘how
much. I'm giving you the answers, but I would like to know that to
clear i{ up in my own mind, and for the record here.

MR. HORN: I don't have that in my pile of material here.

MS. FELKER: There are a lot of differences.

MR. HORN: Liz, don't you have a memo on that somewhere?

MS. FELKER: First of all, clearly if ydu borrow money for
less time, you are going to pay less interest.

SENATOR RAND: How much less interest would you say, and I've
heard some figures? Is it half -- in round figures? B
| MS. FELKER: The figures that the Transportation ComﬁiSSiOnEr
has beenvgiving you are cdrrect. Well, it could be half; it could be
50% or 60% of the cost of the long-term bonds.

SENATOR RAND: Are you saying that the $348 million that we
are borrowing is going to cost us -- from what I have heard -- about
$648 million? Is that correct?

| MR. HORN: With interest?
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SENATOR RAND: Yes.

MS. FELKER: The total payments, including interest, yes.

SENATOR RAND: Are $648 million?

MS. FELKER: Yes.

SENATOR RAND: That's $348 million, and we have to borrow
$471 million, which I will get to a little later, because I don't quite
understand it, and I want to go through that again. We need $348
million worth of bonds, and I know we are going to borrow $471 million
to cover that $348 million. You are going to explain that to me, but
that is another question. The $348 million is going to cost us-- I
know - you borrowed.$a71 million and we need $648 with the interest to
cover that.$471 million, which we are borrowing to accommodate the $348
million. I am trying to uncomplicate it as much as I can.

MR. HORN: Okay.

SENATOR RAND: What is the difference?

MS. FELKER: I think it is $390 million. It would be $472
million to cover $390 million, of which the net debt service cost is
$642 million, all on a total cash basis, not a present-value basis.

SENATOR RAND: But, it's $390 million we héve to borrow?

MS. FELKER: That is the net to the project.

SENATOR GAGLIAND: You would have to borrow more than that.

MS. FELKER: You have to borrow enough to set up a
debt service reserve fund, which you can then use to pay off some of
your debt service at the end. So, although you are borrowing extra
~ money, it is not costing you more. . ,

SENATOR RAND: Let me start all over again here. I
understand we are getting $118 million and $25 million, which is $143
million. We need $230 million to leverage‘For the Federal funds. If 1
deduct $143 from $230, I get $87 million, which is what we need. Four
_times $87 million for a four-year period is $348 million. That is what
‘. we ﬁeed for four years. Now, unless my figures are wrong, or I don'tb
understand it-- You tell me if we need any more money than $348
million, Liz. According to my figures, we need just the $348 million‘
. to cover it. I am not talking about the interest. I will get to that
in a second.

MS. FELKER: Yes.
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SENATOR RAND: Is that what we need, $348 million?

'MS. FELKER: Yes, it is, because you need $920 million.

SENATOR RAND: Nine hundred and what?

MS. FELKER: Your program is $230 millioh times four; you
rieed $920 million. |

SENATOR RAND: But, we are taking in $143 million, and we
need $230 million a year. VYou're right. The difference between the
$143 million you're taking in, and the $230 million, is $87 million.
That is what we reed. If we could fund $87 million more for the next
four years, we would not have to borrow a dime. If this Legislature
would give us $87 million more -- if the Appropriations Committee would
walk in here today and say, "Here's $87 million"--

MR. HORN: That adds up tc $920 million; that's right.

SENATOR RAND: Okay. If we have to bortbw»$3&8 million; I
would like to know, as against the general obligation bonds, what we
aré paying under this, and what it would cost us under a 20-year, a
25-year; or a 30-year bond? This is a 10-year bond; I understand.

MS. FELKER: I don't think it would bé practical:

SENATOR RAND: Pardon me?

MS. FELKER: If you issue 10-year general obligation bonds
with a level principal amortization, which is the way in which we do
them; you would énd up with much greater costs in the early years.

MR. HORN: We're using 20-year GO bonds versus the 10-year
Transportation Trust Fund bonds. Are you saying the interest cost is
double?

MS. FELKER: The interest cost is double, yes; double the
amouint of principal with the bonds. |

SENATOR RAND: Do you mean a GO bond is double?

MS. FELKER: If you issue a 10-year bond versus a 20-year
bond--

MR. HORN: (interrupting) No, we're doing 20.

SENATOR RAND: A 20-year bond.

MR. HORN: Oh, I'm sorry.

MS. FELKER: Do you want to do 20-year revehue borids Versus--

MR: HORN: No, 20-year GO bonds versus--
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SENATOR RAND: (interrupting) I am trying to find out the
difference between the 10-year-- We don't really call them revenue
bonds, because in the bill-- _

MR. HORN: (interrupting) They are not revenue bonds.

SENATOR RAND: That's right, they are not revenue bonds.

DR. MANOOGIAN: They are Trust Fund bonds.

SENATOR RAND: They're what?

DR. MANOOGIAN: They're Trust Fund bonds.

MS. FELKER: The Trust Fund bonds are revenue bonds.

SENATOR RAND: They are not called revenue bonds.

MR. HORN: They are appropriation bonds.

SENATOR GAGLIANO: Whatever.

’SENATOR RAND: What I would like to know is--

MS. FELKER: (interrupting) We have a calculation here. IFf
you do 10-year revenue bonds versus 10-year GO bonds, the cost is
almost identical.

MR.  HORN: Now, 20-year GO bonds--

SENATOR GAGLIANO: What was that, Liz?

MS., FELKER: If you fund this program with revenue bonds
- versus GO bonds, the cost is almost identical, because--

MS. RUMOWICZ: ‘When you say almost, Liz, what interest
rates-- |

 MS. FELKER: (interrupting) I am using net interest costs
and the revenue is at 9.1%. On the GO bonds it is 8.3%.

MS. RUMOWICZ: Eight point three?

MS. FELKER: Right. _

SENATOR RAND: Would you say that again, Liz?

' MS. FELKER: Eight point three versus nine point one is what
- I am using. This is something we received from our Advisory Committee.
- SENATOR RAND: Eight point three, nine point one.
MS. FELKER: Now, you would have to issue different principal
amounts to generate the same amount of dollars to the programs.
. SENATOR GAGLIANO: Over the same period of time?
' ‘MS. FELKER: Ten years.
-SENATbR RAND: Do you have a copy of that spread sheet?
MS. FELKER: It's not really a spread sheet.
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SENATOR RAND: Okay.

MS. RUMOWICZ: It's a debt service schedule.

SENATOR RAND: Liz, would you repeat'that for me.,. pleégg?

 MS. FELKER: I said: that the net debt service for the 10-year
revenpe»bOnds Vensus the 10-year GO, would be almost the. same.

MR. HORN: That is a 10-year GO.

SENATOR RAND: Right. Almost the same. thing?

MS. RUMOWICZ: What would be the exact difference?

MS. FELKER: Four million dollars.

"MS. RUMOWICZ: Four million dollars. Do. you have that
compared there? Could we get a copy of that?

'MS. FELKER: I think I could prepare something:fqr you. . I am
not prepared to release this, because it isn't addressed to me; I dpn‘t‘
feel that I own it. . :

SENATOR RAND:  Okay, let me continue. Regarding the $348
millien, we got the clarification. You're saying that a 20-year GO is
about double a 10-year appropriation bond, or whatever it is. . ‘

MS. FELKER: I want to clarify something. In that figure I
gave you, I was assuming that- you would have to appropriate from the
~ General Fund all the interest that might have accrued on the b?lﬁnce in

the Transportation Bond Fund from that general obligation bend. If you
~didn't have the desire to make that appropriation, you ﬁould have to
increase the size of the general obligation bond-borrowing in order to
make the amounts equivalent, and that would increase the cost of the

general obligation bond substantially. Do you follow me?
SENATOR RAND: All right. ‘ ‘

, MS. RUMOWICZ: But it really wouldn't increase it, because
the General Fund would be getting the same kind of interest.

MS. FELKER: Yes, but they would have to be willing to make a
higher appropriation. |

MS. RUMOWICZ: Okay, but in terms of the ‘total amount of
money, I mean, the interest is going to gd to the State.

MS. FELKER: Presumably, the interest will benefit some

program, but it may not--
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‘ MS. RUMOWICZ: (interrupting) So, it will benefit a program,
but what I'm saying is, you are not losing the interest. You have a GO
bond issue; you are not losing the interest. We are not losing any
interest. |

MS. FELKER: The State General Fund gets the interest.

MS. RUMOWICZ: Right.

MS. FELKER: The amount, though, that has to be appropriated
would be-- '

MS. RUMOWICZ: (interrupting) from the General Fund -- which
would 'haVe, been increased by the interest, would also have to be
increased accordingly to account for that.

‘ MS. FELKER: You are correct, Madelyn. The sources of funds
would be there, but the Legislature would have to ante up by physically
appropriating more.

MS. RUMOWICZ: Yes, I understand that.

MS. FELKER: Or else they would have to increase the

borrowing authorization by a much larger amount.

SENATOR RAND: Are you through?

MS. RUMOWICZ: Well, I had some other questions along that
line.

SENATOR RAND: Go‘ahead; we'll give you the time to do that.

MS. RUMOWICZ: You mentioned in the first account that you
would be borrowing more under the appropriation bond setup to get the
total amount of construction money we actually want, because you have
to have a debt reserve fund, which will sit there the first year --
correct? "

| MS. FELKER: It will sit there for the entire life of the
bonds, until--

MS. RUMOWICZ: (interrupting) for the entire time, until the
last year, at which time it will be used to pay off-- Is that the $30
million? What is that reserve?

MS. FELKER: It is about one year's debt service payment.

MS. RUMOWICZ: 1It's one year's debt service. '

MS. FELKER: Over four years, it would build up to a maximum

of $71 million.
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MS. RUMOWICZ: ikay, so that is money that is actually lést
to ‘cohstruction. ' ,
| MS. FELKER: No, it's met. It is used ‘to p‘ay' off ‘débt
 sérvice, and it eafns money while it is there. Actually, the ‘earnings
on that fund ‘go into ‘the construction. A

MS. RUMOWICZ: Okay. Well then, that brings ie back to
something else, whith is your $100 million average. You said there
would ‘bé an average in the out years. ‘

MS. FELKER: VYes. .

MS. RUMOWICZ: In the Ffirst year, with the $230 willion
eonstruction program, some of that $230 =- $143 million -- is really
ot available for construction, is it? You said in your debt service
s¢hédule =- you gave me « copy -- that the first year you fiavie to ‘pay
ifterest of approximately $4 million.

MS. FELKER: That's right.

MS. RUMOWICZ: %o, wheie is that $4 millioh coming From?

MS. FELKER: It is rot coming out of the $230 million; it is
coming out of the $143 million. You sée; out of the $143; you havesz:
From zero to $71 willion during the 14-year perlod will be spent on
debt service.

MS. RUMOWICZ: Yes, 1 saw that. Right.

MS. FELKER: It gradually goes up, and then it gradually goes
dbwin -

MS. RUMOWICZ: So, you really have $139 #illion plus $87
millioh for construction that first year, becausé you havé to pay four
years on ihterest the first year.

M5. FELKER: What? -

MR. HORN: I think she meant $4 millioh on that.

MS. FELKER: Four million; yes. _

M5. RUMOWICZ: Four million on interést the fifst year== So; -
out of the $143 million=- ' '

M5. FELKER: (interrupting) You'fe earning more than that:

M5. RUMOWICZ: But, you have already calculated your
garnings, if 1 recall; in the last column. It is aj’féad’y part of

that. I'am sofry; I don't have that schedule with g; but if I reeall;
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you had already calculated your earnings, which are really not very
much the first year. _

MS. FELKER: Well, you wouldn't be borfowing-~

MS. RUMOWICZ: (interrupting) Do you have a copy of that
debt service schedule? | | R

MS. FELKER: -You have the same‘schedule,

‘ MS. RUMOWICZ: I don't have it with me. That is why I wanted
to know about the $143 million.

SENATOR RAND: I may have it. ) ,

MS. FELKER: The way the $143 million gets used in the first
year is--

o MS. RUMOWICZ: (Senator Rand supplies Ms. Rumowicz with
schedule she is referring to.) The bond proceeds are eighty-two sixty
four.' You are only actually getting eighty-two sixty four out of the
bond  proceeds. '
"'_ MS. FELKER: That is how much you're spendingion the bond

proceeds during that year. |

v MS. RUMOWICZ: You're only spending eighty;two of the bond
proceeds. ‘ »

MS. FELKER: Yes. Most of the ‘money you're spendinq 1s
straightforward cash, and some interest earnings. that you are going to
have on the $143 million, pending spending, and on the debt service
reserve - fund you have just borrowed, an: on thé balance of your bond
proceeds. ‘ : v
MS. RUMOWICZ: That is what I :m looking for here. It says, .
"Debt service reserve;zero point zero zeco in 1985," according to the
schedule I have. Your debt service reserve is a zero up to-- This is
not the schedule I have; this is the one that Senator Rand just gave
me, which I assume he received from you, or from Treasury. I have not
_éeen it before. ‘ » |

MR. HORN: It must be from Legislative Services.

‘ MS. RUMOWICZ: It is not th: same one that you and I
discussed. _

- MS. FELKER: It doesn't look familiar to me. = I haven't -

| generated anything at all like that. What are you really wondering
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about? S
MS. RUMOWICZ: What I am really trying to find out is--
There is $143 million which goes into the.Authority fund, plus, you
have $87 million worth of revenue from bonds you have sold. That adds
up to your $230 million construction fund. Is that correct?

MS. FELKER: The $230 million in 1985 is made up as follows:
$25 million from the authorities; $30 million from the truck fées;
and, $83.84 from the $88 million.

MS. RUMOWICZ: In other words, of the $88 million -- all of
that is not going to be used? S

MS. FELKER: That's right, because you need a little bit for
the debt service. But, you do have a credit of $8.52»From earnings on
balances. ' '

MS. RUMOWICZ: VYes, that is what I am trying to find, the
credit. - ‘

MS. FELKER: The rest is from your bond proceeds.

SENATOR RAND: Okay, we have a lot of work to do. Let me go
back to what I said originally to clarify my point. If you need $348
million, Liz, and you do not borrow the $348 million all at one time,
because you told me you are probably going to stagger it-- v

MS. FELKER: (interrupting) That's right.

SENATOR RAND:  Okay. Now, you tell me why you need $390
million. I understand that youvare going to get the reserve. In turn,
why does that $390 need $471 million? , '

MS. FELKER: How did we get from $348 to $390 million?

SENATOR RAND: You mentioned that figure before.

M5. FELKER: I .must have made a mistake. The $390 figure is
the net amount that is needed to get into projects. |

SENATOR RAND: Okay. You have to float $471 to get the $3487

MS. FELKER:. That's right -- to get $390. I don't understand
the $348. ’

SENATOR RAND: The $348 is what you need. You need $348
million in four years to leverage that money to draw down Federal
money. You need $87 million times four, and that's $348 million. The
difference between the $143 million and the $230 milliOn you need is
$87 million. ' | |
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MS. FELKER: Okay.

SENATURARAND: If you need $87 million each year to leverage
the $230vin order to draw down the Federal funds, then four times $87
is $348 million. I have to get it straight in my mind. If we have to
borrow $348 million, and let's say we are going to do it in four
years-- Let's start at the first year. You are going to borrow $87
.millioh the first year. What do you need to borrow that $87 million?

Ms. FELKER: If‘you had $230 million in cash, you would not
need tb do any borrowing the first year.
| SENATOR RAND: I understand. You need $87 million more than
the cash you have on hand.
'~ MS. FELKER: That's right.

SENATOR RAND: Okay. What total bond proceeds do you need to
get that $87 million?

MS. FELKER: ' The first year-- 4

SENATOR RAND: (interrupting) Let's say you are going out to
sell»$87 million worth of bonds tomorrow morning. How much do you need
* to realize $87 million?

J MS. FELKER: I think what you need is $82 million, but you
need $99.8 million to get that. | |

SENATOR RAND: Did you say you need $82 million?

MS. FELKER: (Ms. Felker consults with colleague.) As you
start - the borrowing program, Ssome po;tion of the $143 million is not
going to. be available. |

SENATOR RAND: Why not?

_ , VMS‘. FELKER: - Because you are going to have to use it to pay
debt service. . ' | | v
N MS. RUMOWICZ: That is what I was getting at, but you didn't
' haVéiiﬁ. i

‘ .SENAIOR RAND: Just a minute. Let's say we get $118 million
in next yeaf, Coming in, we've got the $118 million. We need $87
million mofe, is thaﬁ correct?

‘ ‘MS,'FELKER: Looking at it from the point of view of the
project, in‘order»for DOT to make a commitment to projects totaling
$230 millibﬁ, they have to know that they are going to be able to' have
' available thétvamount of money to pay the bills.
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SENATOR RAND: Which could take six months, eight months,
nine months, or a year. It may take them fifteen months.

MS. FELKER: Yes, right. So, the Authority will say, "DOT,
let's get a forecast." Then, they will figure out when they need the
money, . and the assumption here is that they would do a $99.8 million
bond sale on January 1, 1985.

SENATOR RAND: Ninety-nine point eight -- that would be what
they would need to get the--

MS. FELKER: To raise $82.6 million.

SENATOR RAND: Ninety-nine point eight, approximately $100
millien.

 MS. FELKER: VYes. And, of that, $15 million goes into the
bank as a debt service reserve.

SENATOR RAND: Fifteen million goes into the bank?

MS. FELKER: VYes. | ' . |

SENATOR RAND: Ukay. So, you have projected a $100 million
bond issue for $82 million. Is that correct?

MS. FELKER: Right; $82.6 million is the net proceeds.

SENATOR RAND: And, $15 million goes into the bank.

MS. FELKER: Yes. _

SENATOR RAND: Okay. Now, if you raise it each time, four
times would be $400 million. o _ .

MS. FELKER: Each time, though, you are going to have to do a
little larger sale, because you won't have as much left to-- You are
going to have to take care of the debt service.

SENATOR RAND: Because the bond indebtedness comes out of
that original $118 million and the $25 million -- the $143 million.

MS. FELKER: VYes. There is a little less of the $143 million
left to pay cash in, because you are using it up for the debt service
from the last year's issue.

SENATOR RAND: The $15 million that you put in reserves--

MS. FELKER: (interrupting) Right.

SENATOR RAND: (continuing) out of thét $99 million -- what
"is the debt service on that $99.8?

MS. FELKER: About $15 million.
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SENATOR RAND: So, what you are actually puttlng aside is $15
. million. Is that every year? . :
' MS. FELKER: No, just the first year.

SENATOR RAND: No, no, the first year, but you are going to
pay interest of $15 million every year. ‘

MS. FELKER: Every yéar you will pay about $15 million, which
is part principal and part interest;

SENATOR RAND: Okay. You are beginning to get my point, and .
you are beginning to answer my question. Now, if ydu do that four
times, then that is your three hQndred and ninety some million you're ’
raising. Is that correct? '

| MS. FELKER: Yes, if you do that borrowing, but bear in mind
that every issue is not giving you $100 million.

SENATOR RAND: I understand.

MS. FELKER: It is going to be up a little bit.

N SENATOR RAND: Up a little bit probably. Okay. Now, we have
gotten to that point. We're at four hundred. onuld you agree that
$400 million is a round figure?

MS. FELKER: Yes. .

SENATOR RAND: Four ten, four fifteen? .

MS. FELKER: For proceeds that are going to projects.

SENATOR RAND: Not the interest. ‘

- MS. FELKER: Not interest. There would be additional money
-if it was 1nterest going to projects.

SENATOR RAND: Fine. Then why in the initial report we
received did it say that if you have to borrow $348 million, you will
have to borrow $471 million?

MS. FELKER: Well, the right flgure for the net amount of
borrowed money to prOJects is $390 million.

' SENATOR RAND: Is what?

MS. FELKER: Three ninety.

MR. HORN: Three ninety, which is close to your $400 million.

SENATOR RAND: Okay. - | |

MS. FELKER: The difference between that and the $472 is one

year's debt service on all four bond sales. It is $15 million on the
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first one, about $18: million on the"second' one, a little dver $20
million. on: the third, ahd $43 million or so on the fourth. If you add
all that up, you get $71 million.

SENATOR: GAGLIANO: Which you must have for reserve. ‘

MS. FELKER: ‘You must set that aside in the. reserve. You get
to use it later. '

» SENATOR RAND: Wait a minute. When you get the second: bond
issue, you are not gettinn a reserve on the first bond issue, are you?

MS. FELKER: You keep that, and it adds up. You put aside
$15 million and you leave it there for ten. years. ‘

SENATOR RAND: let me start again. You told me on the first
bond issue of $99.8 million, out of that you got $15 million. -

MS. FELKER: And, you set it aside in a reserve, and leave it
there.

SENATOR RAND: You set it aside, right. I understand that.
With the second one it's $100 million, and you have, whatever it is,
$16 million or $17 million set aside.

MS. FELKER: Yes,; that is correct.

SENATOR RAND: Which leaves you around $82 million again.
Each time you are being left with $82 million to fund.

MS. FELKER: No, more. Each time the amount of the fund goes
up too.

| SENATOR- RAND: I have to understand th, when‘my totals here
come to around $400 million that you have to borrow piecemeal. Let's
say that it comes to $471; I want to know where that $70 million comes
from.

MS. FELKER:  The $70 million is in the bank earning
interest. It is a security device for the bondholders, so that know
that if something goes wrong, and the Legislature doesn't pass the
budget —-

SENATOR RAND: (interrupting) Is that the reserve each year
of $15 million, $16 million, and so forth?

MS. FELKER: Think of it as a savings account you have in
case you lose your job and you don't have any money to pay your |

mortgage. You need to have something set aside.
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SENATOR RAND: But, why would it come to $47l, when you give
me a total of four single years-- -

SENATOR GAGLIANO: (interrupting) I think I have figured out
the problem. I think the reason the Chairman comes up with an
approximately $71 million difference is because if you take your
nuhbers and multiply times four, you get the $400 million, which
includes the cushion, or the set-aside. I think what the Chairman'is
’sayinq is, there is $71 million there not accounted for. ‘ '

SENATOR RAND: That is exactly right.

SENATOR GAGLIANO: Answer it.

MS. FELKER: Seventy-one million is the reserve?

SENATOR GAGLIANO: No. You said before that you are
borrowing $100 million -~ in round numbers -- and you are going to net
eighty-two something, and in that is $15 million. Multiply that four
timeé $15 million, or four times $18 million, whatever it is, and you

are still at about $100 million. You are nowhere near the $171 million
difference he is talking about. There is a $71 million gap in his
discussion. I don't know what it is either. |

MS. FELKER: It is the earnings on the reserve. funds that you
‘are also spending on projects. That is where that is coming from. ‘

SENATOR RAND: Why would you borrow-- I can understand if
you are borrowing $99 million for $82 million. Let's multiply your
$100 million by four. You are going out and you are going to spend
$400 million for the $348 miIlion, and you héve to have $15 million, or
whatever it is -- let's take $15, $16, $17, and $18 million. I may be
wrong. That would give me $66 million.

SENATOR GAGLIANO: Could it be the interest costs on top of
all of that? ‘ ' _ :

SENATOR RAND: Wait a nﬂnuté;r The interest costs you are
going to have to pay from the ten times $88 millidn that you are
getting for ten years -- why do you have to borrow $471 million? I can
see you borrowing $400 million; I can understand that with no problem.
Now, tell me why we have to borrow $471. o

MR. HORN: What is the difference between the $400 we need
and the $471 that we borrow? ‘

SENATOR GAGLIANO: Interest costs.
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SENATOR RAND: Oh, no. The interest costs are being paid out
of the amortization. _

MS. FELKER: Well, no they're not all.

SENATOR CAGLIANO: No, they're not; it's on top.

SENATOR RAND: Okay. Let me hear it; that is what I want to
hear.

MS. FELKER: You are taking $72 million. You are borrowing
that money for over four years. You are hanging onto it for nine years
in each case. In the tenth year, instead of taking from the $143
million to pay that debt service, you are paying it out of the $72
million that is your special bank account. That is what is happening
here.

MR. HORN:  So, the $71 million is reserve. How does $15
miliiqn translate into $71 million?

SENATOR RAND: It seems to me to make better sense. By the
way, let me make it verv clear that I have no hroblem with these
appropriation bonds. I mean, there are some people who are getting
very upset here in this room, and I want to assure them that I have no
problem with these revenue bonds. My problem is the amount of mdney
that has to be borrowed, and the amount of interest we are paying.

MS. FELKER: Let me give you some-- ‘

SENATOR RAND: (interrupting) You see, Liz, you are
borrowing $348 million, and that is what we need. I always like to see
what kind of mortgage we need, and we are well paid for it. Now, if

you need $348 million -- that is the total payment on $348 million?
MS. FELKER: Six forty two. It's on $390 million though.

SENATOR RAND: I understand. You're paying $300 million more
for that bond issue than you are expending, but you are going to make
some money on that $300 million. I understand that. Now, how much
‘money are we going to make on that $300 million that you have to expend
extra on the bond issue?

MS. FELKER: The total debt service reserve earnings over the
time period is $85 million.

SENATOR RAND: So, you have gotten from $300 million down to

$215 million, approximately. My question to you is, if we borrow
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against the $308 million, and have the Legislature put up that extra
little 'monqyj':khich might be $5 million each year, do we have a
-substantialfgéying on that extra $71 million that we should not be
borrow1ng7 g :

MS. FELKER- How much extra money do you want to put up?
SENAIDR_RAND: "I don't know; you would have to give me that

figure. a
‘ MR%'HORN: Senator; the answer to your question is, if the
,Legislature_feéls'it is appropriate in a later year, or in the first
year, to increhse the legislative appropriation; yes, that would save
borrow1ng costs; no question about it.

- SENATOR RAND: Well, I have to get some answers, Mr. Horn.
The answer i8 very simply this: If you are paying $648 million for
'$348 million, then that is a $300 million difference, less the $85
million yoﬁaéén'pay. Now, why should be borrow $471 million when we
need $399 or $400 million ‘to float a $348 mllllon bond issue? That is

' . the questlon I'ask you.

MS FELKER: -'Because we have to set up a reserve fund in
order to be’ able to borrow at all.

SENATOR RAND: You've got the reserve fund set up out of each
| one of théae7 appropriatiohs. You just told me $15 million, $16
million, and'Sb forth. s _

o MS. FELKER- Oh, it is not coming out of the appropriations.
It is coming out of the proceeds of the bonds. :

SENATOR COWAN: The bond sales.

MS. FELKER: VYou are borrowing that reserve fund, and you
mighf as wellg.bécause you can invest it and have a positive--

SENATOR RAND: _ (interrupting) Absolutely, but you said you
are only bofrgwing $100 million and out of that $100 million you are
taking the first $15 million.

MS. FELKER: That's right.

SENATOR RAND: Four times $100 millidn still represents $400
million to me. ‘ .

MS. FELKER: You're only borrowing $100 million the first
year. You are borrowing more the second year.

SENATOR RAND: How much are you borrowing the second year?
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MS. FELKER:*ifhe second year you are bo:péﬁiﬁgl$105-mii1ibn.
SENATOR RAND: The third year? o B
MS. FELKER: One twenty-three. |
SENATOR RAND: (ne twenty-three. - | .
MS. FELKER: And the fourth year, $143.4. m11110n. It goes up -
because-- , o ‘ - R
SENATOR RAND:  (interrupting) = Oh, now I have the answer.
That makes the $47t million. Is that correct? : |
~ MS. FELKER: That's right. : :
SENATOR RAND: Why do you need to borrow $143 million the
last yeaf? I won't ask you about the second or third years, but that
ié a big one. | V '
'MS. FELKER: Because you need to get Commiséioner-Sheridan's
$230 million, and the only way you aré.goihg to do that is by b0rr6wing‘
more, since you will»’have less available from 'y0ur legiSlaﬁive
apbropriatidn because you will be using some of thét'money for debt
service on the three preceding years. ' |
SENATOR RAND'. Then why don't we extend that out a little b1t
longer -~ the payment of the $88 m11110n7 i
MR. HORN: What do you mean extend it out a’ llttle longer’
- SENATOR RAND: We have a 10-year payout of $88 million.
MS. FELKER: Borrow for a longer period of time?
MR. HORN: No, the Senator wasn't asking that.
MS. FELKER: Senator, what did you mean?
SENATOR RAND:  Maybe we ought to have a 12-year payout, I
don't know. ’ ' ‘ o :
SENATOR GAGLIANO: Would we pay more 1nterest if we did that?
~ SENATOR RAND: I don't know. .
- SENATOR GAGLIANO: That would be contrary to what you ‘have
been ‘talking about for the last half hour.
SENATOR RAND: I just want to know; I just want to get the
~input. ' ' ’
MR. HORN:  The longer the bonds, the more interest you pay.
That is why the ten is better than the 20.
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SENATOR RAND: Suppose you do not float that bond until 1987,
or 1988, or 1989. Then you wouldn't need $143 million, because the
Legislature has appropriated the $88 million for 10 years. Is that
correct? This whole program is based upun borrowing it in four years
-- one, two, three, and four.

A MR. HORN: But, the $88 million continues on for 10 years.
Am I right, Liz?

MS. FELKER: Well, 14 years.

SENATOR RAND: Fourteen years?

MS. FELKER: If you did it in four years and had 10-year
bonds.

SENATOR GAGLIANO: Maybe John Sheridan, who has probably been
over this a million times-- |

SENATOR RAND: (interrupting) No, no; Mr. Horn and Liz are
the ones to answer this question. I do not want to burden Commissioner
Sheridan with this. 1vhave to get this bond thing straightened out in
my mind -- why we need to pay $648 million for a bond of $348 million.
The $71 million disturbs me. I have no objection to the $100 million
and the $105 million, but when you get to that fourth point, I just
don't know why we need that $143 million. I understand it is because
the initial appropriation beqgins to decreise in value as the interest
increases.

MS. FELKER: The reason you are borrowing the additidnal
money-- There are two benefits to you. One is that it benefits you
because it helps you sell the bonds in the first place. It is
additional security for the bondholders, and they are comfortable.
That reserve fund is available in case there is a shortfall, or in case
something happens and there is no budget passed. From that money will
come the debt service payment for their bonds. Then they will be more
comfortable and will be more willing to put up their money to lend it

to us.
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MR. HORN: The answer we could give though is, why don't we
do $143 million all four years? The Senator wants to know why it goes.
up-frbm-$¢00:milli0n to $143 million over the course of four years.

SENATOR RAND: Let me ask my question amother way. What kind
of reserve does the general obligation debt service have?

MS. FELKER: It has the entire General State Fund, but it has
no special set-aside. '

SENATOR RAND: In other words, you don't skim the top.

MS. FELKER: You make an appropriation every year for the
general obligation bonds. If you fail do that, the Treasurer has the
right to make counties raise property taxes, so that is secyrity for
it | | |

SENATOR RAND: Now I think you've answered my questions.

SENATOR GAGLIANO: That total starts out at fifteen and rises
with the amount of borrowing. :

SENATOR RAND: Up to forty-three. _

MS. FELKER: You only borrow the minimum amount you need each
year.

SENATOR GAGLIANO: Is that standard practice in the bonding
community? In other words, New Jersey doesn't have to pay any more
than anyone else? ‘

MS. FELKER: No. Some of the toll road authorities have more
'Ehan a year's reserve. '

SENATOR GAGLIANO: And the sewerage authority too? They all
have to have reserves on the revenue bonds, right?

' MS. FELKER: Yes, surely.

- SENATOR GAGLIANO: Okay, it is a standard practice and it is
a standard amount.

SENATOR RAND: Senator Cowan, do you want to chair the
hearing now, or do you want to adjourn for one hour? I have to go to
the Cancer Control Commission.

SENATOR COWAN: It is up to you, whatever you want to do.

SENATOR RAND: I would like to adjourn for an hour. Is that
all right?

SENATOR COWAN: Okay. Senator Gagliano, are you going to be

here the rest of the afternoon?
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SENATOR GAGLIANO: 1I'll be here for awhile. I can't stay all
afternoon. .v

SENATOR RAND: I have to leave for about fifteen or twenty
minutes.

A SENATDR GAGLIANO: We'll wait until you get back.

SENATOR RAND: Okay, we are going to adjourn now until
twelve-thirty. Mr. Treasurer, I'm sorry to do this, but I have to go
over to the Cancer Control Commission. They are opening their office.
We'll be back here at twelve-thirty.

MR. HORN: Okay. At that time, will Commissioner Sheridan
testify? Are you finished with Liz and me?

SENATOR RAND: Are there any other questions? Tom?

SENATOR GAGLIANO: I have no questions.

SENATOR COWAN: No, I have no questions.

SENATOR RAND: I have no further questions. I want to thank

you very much, Mr. Treasurer. Liz, thank you.
RECESS

AFTER RECESS

SENATOR RAND: Good afternoon, Commissioner.
COMMISSIONER JOHN P. SHERIDAN, JR. : Good afternoon, Senator.

SENATOR RAND: After that workout this morning, I'm sure
you're ready to go. You'll have an easy day today.

COMMISSIONER SHERIDAN: I had an easy one this morning
sitting in the back row. (laughter)
' Mr. Chairman, once again, thank you for this opportunity to
appear before you and discuss the Transportation Trust Fund Authority
Act of 1984.

, At our three previous meetings, I outlined for you the nature
of the Transportation Trust Fund Authority and the fact that its sole
purpose will be to finance transportation capital projects. -

I spelled out what we believe is an extremely fair and

equitable effort to place a fair share of the cost of building and
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'maintaining our transportation system on ‘trucks by increasing
registration fees.

Last week, with the assistance of representatives from the
Statéfs three independent toll road authorities, I believe we convinced
you that the moneys the Trust Fund would receive from the authorities
will not prompt a toll increase.

Today, Mr. Chairman, I would like to detail the financing
mechanism envisionedAby the Transportation Trust Fund Authority Act of
1984, o

As you know, the legislation calls for three sources of
revenue totaling $143 million annually‘tobflow into the Trust Fund:
$88 million annually from the General Fund; $30 million annually from
the increase in truck registration fees; and, $25 million from the
three tcll roads. |

The Trust Fund Authority wbuld then sell bonds in an amount
sufficient to enable the State to produce an average of $230 million
for projects in each year of the four-year program.

These bonds would be paid off over a period of ten years from
the date of their sale with appropriations from the General Fund. At
no time in the debt redemption process would the combined amount of
interest and principal, exceed $88'm11110n in any single year.

This combination of relatively short-term bonds and 58%
pay-as-you-go capital makes this program a much less expensive means of
paying for transportation capital improvements than thé traditional
route of general obligation bond financing. ,

A sound transportation system is absolutely fundamental to
the continued economic growth of the State and an improved quality of
life for our citizens.

It is our responsibility, as public officials, to assdre'thatt
we have a sound transportation system. But, it is also our
responsibility, as public officials, to provide that system in the most
effective, least expensive way possible.

This program, thrdugh the sale of appropriation bonds, rather

than general obligation bonds, is the most effective, least expensive
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proposal yet put forth to meet these dual responsibilities. Not only
does it provide necessary funds, but also, and perhaps even more
importantly, it  provides the kind of stability and funding
- predictability that has been missing in New Jersey for too long now.

I would like to emphasize several points that I believe
should be part of any review of this Trust Fund‘proposal;

First, in formulating the Trust Fund Act of 1984, we sought
the expert advice of two investment banking firms -- Dillion Read and
Bear-Stearns -- independent bond counsel, Mudge, Rose, Guthrie,
Alexander and Ferdon, and the Attorney General.

Secondly, although the bond rating agencies cannot and will
not rate the bonds of the Transportation Trust Fund Authority until
they are ready to be sold, former Treasurer Biederman, Treasurer Horn,
and our Wall Street .advisors all.agree that this proposal will not
adversely affect the State's Triple A credit rating. Based on their
experience, they project that the Trust Fund bonds will be rated Double
A, just like the State Building Authority. One of the rating agencies
expressed an informal view that the program would actually help
strengthen the State's Triple A rating.

, Thirdly, althdugh' Merrill Lynch did not advise us on the
formulation of this program, we submitted the proposal to that firm for
reQiew and comment. I have a copy of the firm's letter of response,
which clearly indicates that Merrill Lynch not only beiieves the bonds
are marketable, but in addition, .they offer to underwrite with their
own funds up to $500 million of the Trust Fund bonds. I have sent a
copy of this letter to each member of the Legislature, and I have
copies avallable today if you care to review it.

Fourthly, the total interest on the $472 million in Trust
Fund bonds we anticipate selling would be much less than the
traditional method of financing an equivalent amount of general
obligation bonds. By comparison, $620 million in 1968 transportation
bonds will cost the taxpayers $500 million in interest by the time they
are paid off. The $475 million in 1979 transportation bonds will cost

thevtaxpayers $478 million in interest. The Transportation Trust Fund
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bonds will cost $170 million in net interest. This lower interest cost
is the result of shorter-term bonds -= 10 years veréus‘thé“traaitienai
20 to 30 years for general obligation bonds -- and the earnings of a
debt service reserve fund, which cannot be done w1th general obllgatlon
bonds becaduse of IRS regulatlons.

Finally, the constitutionality of this proposal has been
revleWed by both the Attorney Gerieral and Mudge, Rose; Guthfig;
Alexander and Ferdon. They have both offeréd the Uﬁquélified opinion
that the Transportation Trust Fund Authorlty Act of 1984 complles w1th_
the Constitution of the State of New Jersey.

In conclusion; the Transportatlon Trust Fund Authorlty Act of
1984 prov1des a transportation capital program for the next four yearsv
that wor't raise tolls: it won't adversely affect the. State s credlt
rating == in fact, it may strengthen it -- and, it doesn't require a
tax inéreese‘td implement By any standard, Mt . Chalrman, I bélieve
that is a good deal for the taxpayers of this State: _

~ Thank you, and 111 try to answer any questidins you may have.

SENATOR RAND: Thank you, Commissioner: Let me just get my
: papers in ofder, and then we'll start. ' |

‘ I don't thirk we are going to dget involved with the Authorlty
and thé bonds, because I think that was amply addréssed by Liz Felker
and the Treasurer. _ A

COMMISSIONER SHERIDAN: We are prepared; Mr. Chairman, to
dlscuss those questlons, or similar quéstions, if you 50 désire.

SENATOR RAND: Okay. I would like to ask you one thing,
becsuse I would like to be Honest about it. The last part of your
statement Said.fhat it doesn't require a tax increase to implement.
Very honestly, I would submit to you that the motor -truck fee is & tax
measure of some sort: Of course, we havé a lot of problems with the
ttuckers, and they are looking for some sort of relief: You den't have
to address that; unleéss you care to address it.

COMMISSIONER SHERIDAN: Well, I'm making the statement that a
fee is not a tax as far as I'm concerned: That is the context in which
I made the statement. | - |

SENATOR RAND:  We'll aceept that: I certainly am if

agieement with you that it is not a gereral tax.
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I would like to ask you a few questions, if I may, because
today is our last public hearing. You heard my remarks about the
nature of the appropriation process, and you know I've been very
concerned about that.

The initial appropriation of $118 million is appropriated to
the Transportation Trust Fund account, ahd that is turned over to the
Treasury by the Authority. I guess that appropriation is, as usual, a
carte blanche appropriation, the same as any capital appropriation
which is made in the budgetary process. Am I right, Mr. Nutt?

ROGER E. NUTT: That is correct.
SENATOR RAND: I understand that. What I would like to do

is, somewhere along the line-- I suppose the next step would be when
you certifiy the amount of money you need and it is turned over to you
by the Special Transportation Fund, or deposited in the Special
Transportation Ffund, you then go to the Legislature for an
appropriation. According to the bill, on Page 16, Lines 15 through 18,
it sayé, "The amount is certified to the Commissioner, provided that
all funds transferred shall only be expended by the Dépértment pursuant
to appropriation or authorizations made from time to- time by the
Legislature for the purposes of the Act." How do you interpret that,
sir?

COMMISSIONER SHERIDAN: I interpret that to mean that the
Commissioner, or any successor, on behalf of either the New Jersey
Department of Transportation or New Jersey Transit would have to have
budgetary support for any expenditure. During the course of the normal
appropriation process, before we could spend dollar one, there would
have . to be an appropriation similar to the present appropriations
process. | , '

SENATOR RAND: I will give YOu the two 1979 bond iésues --
~one sponsored by Senator Weiss, and the other sponsored by myself --
which Mr. Horn said is the appropriate way to go. I would like to ask
yod if they would meet with your consideration.

COMMISSIONER SHERIDAN: Well,_Senator, you know that we have
discussed this issue before. '

SENATOR RAND: Ad infinitum.
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COMMISSIONER SHIRIDAN: I think there is some reasonable
ground which would provide for the kind of legislative oversight that
there needs to be, and should be. I would prefer that we not have a
project-by-project appropriations process.

| First of all, in my opinion, it will effectively delay this
four-year program for six months to a year. All we have to do is go
back to November of last year. We'will see that the Bridge Bond Bill
passed during that month,‘and the Appropriations Bill has yet to clear
the Legislature. o

The same thing was true with the 1979 bond funds.
Notwithstanding that, I 1ihink the Legislature deserves to have some
assurance that the Department is going to deliver what it says it is
going to deliver. But, we need some flexibility to get that job done.

Project costs will change; project schedules will change.
Even though the ones selected, in my opihion, are all doable within the
four-year period, there will be some problems with some of the projects
that will be well beyond the control of the Department, or any
Commissioner. An example is the emergency like the Routes 1 .and 9
situation, which came up just,two.wéeks ago. Just imagine if there was
a major catastrophe, like what happened in Connecticut. There just
needé te be the kind of flexibility, I think, that the présent process,
with respect to our budget, provides.

We give a request, and the request is broken down into a
considerable amount of detail. For instance, there is so much under
~"interstate", so much under ‘"“urban systems", and sao much under

"primaries". That locks us in, so we can't décide on- our own that we
would prefer to spend some of this money in a differemt category. We
may decide that we would prefer not to provide the match for a Federal
aid rural project; insteuad, we may prefer to increase the .amount of
money gqing» to consolidated primaries. I don't 'thihk it would be.
appropriate for us to have that authority. |
I would prefer that we don't get into -- and, 1 use this word
"with some cifcumspectibn -- a situation where projects are not being

selected on an overall priority planning basis, but are being sélected
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in a legislative process that would tend, in my opinion, to put a
little more emphasis on the political nature of things, as opposed to
what is an important Eransportation project, and is doable.

SENATOR RAND: Yet, you are asking us to commit $118 million,
without any proviso whatsoever. As an example, on Page 349 of the
budget this year, we have your capital request for Fiscal Year 1985,
and there seems to be a difference from last year in that the capital
request is a lump sum -- $143 million -- rather than being divided into
programs. That is the first step.

MR. NUTT: Mr. Chairman, on Page 352, there is a schedule
which shows how that money would be spent. We would envision the
Appropriations Act that would come out of that for these projects to be
identical to the current year's Appropriations Act.

There is a schedule with that budget, and the traditional
budget message generally had categories in it with schedules on how we
could spend it. That is on Page 352; it details it. It is more than
a $143 million lump sum.

SENATOR RAND: Then, Roger, why didn't New Jersey Transit
have that when they gave us the lump sum -- I think it was two years
ago -- of $124 million? We had to break our necks until we got a
breakdown of that from New Jersey Transit. It is up‘to $160 million
this year.

COMMISSIONER SHERIDAN: Senator, you should demand that
budget; If you do not have sufficient detail on New Jersey Transit's
budget, we will get it to you. You deserve to have it.

SENATOR RAND: We are getting it now. After Senator Weiss
and the Committee demanded that we get a breakdown, we finally got it.

COMMISSIONER SHERIDAN: Senator, I understand what the
legislative need is. I really do fully appreciate the fact that they
want to know when I put out a four-year program, that that is what we
are working on. We are working diligently to produce, and we are not
going to change our priorities, except to address significant changes
in circumstances.

SENATOR RAND: We do have a Committee on Transfers, and we

haven't had a problem until two weeks ago.
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‘ COMMISSIONER SHERIDAN: = I am really concerned about the idea
that it might take us a year to develop a bill, and that the bill may
have some things in it that I can't deliver in a year. It isn't based
on what can be done in that first year, but what individual members of
the Legislature say should be done. Whether it should be done or not
is not always the criteria. It is a question of whether we are in a
position because of the right-of-way work, the status of the design
work, and the status of the EIS studies to produce it.

Notwithstanding that, I think I will keep working with you,
and we will come out with a good, solid middle ground that will give
the Legislature the assurances it needs -- that we are going to deliver
the program we've talked about. I would hope we don't have tbvhave a
negotiation of what the transportation program for this State ought to
be, which goes down to every single project. |

SENATOR RAND: Okay, we'll pursue that a little later on.
Commissioner, during the 1984/85 period, starting October 1, how much
in Federal funds is available on the road side and the transit side,
according to your projections or the information you've gotten?

COMMISSIONER SHERIDAN: Please bear with us for a second,
Senator. v

SENATOR RAND: All right. I intend to be here all day and
all evening. ’
' MR. NUTT: Mr. Chairman, I don't have the budget with me;
(Someone from audience supplies Mr. Nutt with a copy of the budget)

Mr. Chairman, I'm going to read from Page 352. The total
Federal money we are talking about is $606 million, which we are going
to use in the $905 million program. |

SENATOR RAND: Six hundred and six million dollars?

MR. NUTT: Yes, of that, roughly $180 million is public
transit. '

- SENATOR RAND: Which leaves you with about $426 million for
Federal roads. What do you need -~ $230 millidn ~- to draw that down
to both of those? -
_ COMMISSIONER SHERIDAN: - No, no, no. The matching
requirements are not $230 million. The matching reqUirementszare only
a portion of that $230 million. ‘
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_ 'SENATDR RAND: How much would you need to draw down that $606
‘million? - _.‘_Y : ‘ .
~ COMMISSIONER SHERIDAN: I can't tell you the exact dollar
figﬁre,,but;;: ~ K ,

SENATOR RAND: - (interrupting). That is all right, just give
me round Figuréé. v :

COMMISSIONER SHERIDAN: Roughly figure 25%.

SENATOR RAND: So, you would need about $150 million.

COMMISSIONER SHERIDAN: No, that is too high, much too high.
I would say 6n the order of a little less than $100 million.

SENATOR RAND: To draw down that. $606 million?

COMMISSIONER SHERIDAN: Yes.

MR. NUTT: The $606 million is the total--

- COMMISSIONER SHERIDAN: (interrupting) Oh, you're including
the transit piece, I'm sorry.

SENATOR RAND: Yes, I want transit and everything. -

COMMISSIONER SHERIDAN: Our estimate is about $120 million.

SENATOR RAND: One hundred and twenty million dollafs. Maybe
it is not fair for me to ask you this, but I'm going to ask anyway,
Commissioner. If necessary, we'll have Liz Felker come back. If we
need the $606 million and the $120 million -- the other is $3.3
billion, which is about eight hundred and some million per year; I
don't have your breakdown -- why wouldn't we match $120 million with
that to draw down that $606 million? That would give us $726 million a
year. If my figures are correct, that would be $2.9 billion. On that
basis, which is only a drop of three hundred and some million dollars,
and by which you commit the Legislature to four years-- You have your
program with you, you don't commit the Legislature, and you don't have
to pay $300 million for borrowing it.

COMMISSIONER - SHERIDAN: Senator, first of all, the $606
million isn't available every year. It happens to be available this
year, because of a lap-over of fiscal vyears, which lets us take
advantage of some funds that are not going to be there every single
year. _

SENATOR RAND: Do you mean it will go down next year?

COMMISSIONER SHERIDAN: Yes.
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SENATOR RAND: That is all the mnre-reasoh‘  You have- an even
lesser appropriation. B -

o COMMISSIONER SHERIDAN: Maybe the best thing te do is go back
and falkgabout the basic prograii.
| SENATOR RAND: Okay. I

COMMISSIONER SHERIDAN: What are we trying to accomplish with
the $230 million? I am going to talk about it in terms of average--

SENATOR RAND: (interrupting)  What éreb we trying to
accomplish with $3.3 billion?

COMMISSIONER SHERIDAN: The same thing.

SENATOR RAND: No, there is a difference.

COMMISSIONER SHERIDAN: But, I think=-

SENATOR RAND: (interrupting) You want $3s3.billion for four
yedrs. ' ‘ _ 3 ‘
COMMISSIONER SHERIDAN: But, you have to understand that out
of the $3.3 billion, $920 million is State dollars. |

SENATOR RAND: Nine hundred and twenty million is State
dollars? V |

COMMISSIONER SHERIDAN: Yes. Nine hundred and twenty million
dollars is raised fhrough this program: In addition, you have to add .
the $135 million in bridge bond dollars. Okay? Seo,; there is over a
billion dollars here which is State dollars. Okay?

SENATOR RAND: Ukay.

. COMMISSIONER SHI'RIDAN: Let me tell you what we were trying -
to do; I think it would be very helpful, I really doQ Please bear with
me a fiinute. _

We didn't back into the number. We didn't say, "What can we
get; and how can we spend it?" That is not what we did. We sat down
and decided what we needed to do, consistent with what we could do.
Okay? '

SENATOR RAND: Okay. , :

COMMISSIONER SHERIDAN: It seems to us that as far as sending
a lot of money to Washington, as New Jersey does; the best thing for us
t6 do Was to take back as much as we could get our hands on.

SENATOR RAND: Agreed. o
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" COMMISSIONER SHERIDAN: That partly relates to the previous
question about the project list, because one thing we tried to
emphésize wag, we wanted to spend our money as fast as we possibly
could. As far as that is concerned, I think our record is pretty
good. We were forty-eighth in the nation at the rate at which we were
spending Federal funds when I took office. We are now twenty-eighth
after the first 18 months. We jumped 20 places. That is after a
decade of being forty-eight to fiftieth.

We wanted to match every available Federal highway dollar and
bridge dollar. We wanted to match every available transit dollar.

SENATOR RAND: For this year? |

COMMISSIONER SHERIDAN: Every year.

SENATOR RAND: For the next four years?

COMMISSIONER SHERIDAN: For the next four years. We made
estimates about how much Federal money is going to be there.

SENATOR RAND: What are the estimates for the four years, and
then for the one year?

' COMMISSIONER SHERIDAN: Well, the estimates of the matching
needs are $120 million per year average.

SENATOR RAND: Okay.

COMMISSIONER SHERIDAN: Fifty million dollars for transit,
and seventy million dollars for highways.

SENATOR RAND: Okay.

COMMISSIONER SHERIDAN: I'm sorry, it is $58 million for
highways, and $50 million for transit. That is $108 million. We are
getting an additional $15 million to $20 million per year to match
bridge funds from the Bridge Bond Act that passed. That is how I'm
gettlng to roughly the $120 million a year that we need.

We wanted to be able to catch our road systems that are
deteriorating rapidly at the appropriate stage in their life cycles,
so we could extend their useful life. Basically, what we decided to do
was, have a significant resurfacing program. For example, New Jersey
appropriated the whopping sum of about $5 million -for resurfacing.
Sussex County spent $4.5 million on just its County roads to resurface
them last year. The State of Georgia spent $100 million. That is the
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largest state in area, and their problems are'diffefentvfhan ours. The
basic point I'm making is, we can save a lot of money by spending a
}relatiyely smaller amount of money. So, we've devised a résurfacing
program to do ‘thétm It is roughly $25 million a Yyear, a fivefold
increase over what we have been doing. That is pure resurfacing money-.

7 In parts of some of our other projeééé, there is some
- resurfacing money, but just to go out and attack those roa&s that need
tao be resurfaced--

' The fourth thing we wanted to do was, in looking at the
Federal program, we don't get the amount-- I mean, I get a lump sSum
every year, but I don't get it as a blank check. I get it in
categories: so much for interstate roads; so much for bridges; so much
for rural roads;-solmuch for Federal aid urban system highways; and, so
“much for consolidated primaries -- the Route 1's, the 30's, the 40's,
the 90's, and the 55's -- that basic category. What was obvious to me
after a couple of years of trying to live with the demands and needs
out there, was that the Federal program was very, very weak in terms of
New Jersey's needs in two specific categories: the consolidated
primaries, as I mentioned, the Route 1's, the 9's, the 30's, the 40's,
and the 55's; and, the Federal aid urban system roads. _

In these two categories of funding, we were working on
projects that were triple, or moré, in terms of producing them than
what is available out of the Federal program over the next four-year
period. Let me give you.an example. ' _

In this category of funding, out of ali the Federal funds we
get, for consolidated primaries, we get $48 million a year. Take one
projeét -- one with which you are super familiar, one with which you
have said to the Department over and over again, ‘"PleaSe get this
project done,"‘and one which we have attempted in a very large measure
to address -- which is the first 7.7 miles of Route 55 that are under
construction. The remaining 13 miles is a consolidated primary Highway
-- one highway in this State -- and it is in that category that we get
$48 million a year. The amount needed to build out that 13 miles over
the next four years would be $90 million, two year's worth of that same

amount of money.
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SENATOR RAND: Ninety million dollars worth of State money,

or ninety million dollars worth of total money? '
' COMMISSIONER SHERIDAN: No, $90 million worth of construction
money .

SENATOR RAND: Right; and of the $90 million, you are getting

75/25. 1s that correct? , : {
' COMMISSIONER SHERIDAN: No. What I am saying to you is, I
get $48 million a year in that category. That is all I get. If I
'bspend the next two years' money on Route 55, we would have enough
money, plus a little more, to do that project. But, all the rest of
the consolidated primary highways in the entire State of New Jersey
would not get a nickel of Federal funds. ‘

SENATOR RAND: What you're doing is, you're taking State
money to do that.

COMMISSIONER SHERIDAN: The fourth thing we're doing in this
program is supplementing the Federal program where it is weak. In
addition to that missing link, we can complete all of the other missing
links, and we can continue to do work on the existing highway systems
that need attending to.

SENATOR RAND: Is the $48 million Federal funds?

COMMISSIONER SHERIDAN: Yes, sir.

SENATOR RAND: Is that what you are allocated each year in
that particular category?

COMMISSIDNER‘SHERIDAN: Yes. If you look at it this way:
You have Route 18, which is $60 million; you have Route 24, which is
$60 million; and, you have Route 55, which is $90 million. The Rohte
17 expansion in the northern part of Bergen County is $20 million. In
addition, there are hundreds -- literally hundreds -- of things that
need to be done on that existing system. »

SENATOR RAND: You're saying the $348 million that you will
‘borrow will let you do all of those things.

COMMISSIONER SHERIDAN: I'm not finished. I've only gotten
through four of the five things we were talking about.

SENATOR RAND: Okay.
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COMMISSIONER SHERIDAN:  In that catégory, ‘we are talking
about $62 million worth of funds to vbasically supplement the
consolidated primary area. Okay?

In  addition, we proposed the FAUS SWAP ==  the
dollar-for-dollar swap with the counties, so they c¢an get out from
under the Federal program. They get the same dollars they aré now
getting, but they get them without all the red tape. We think, in that
category of funding, they can get 50% more projects done for the same
dollars. In addition, it freezes up the Federal resource, because 1
said "swap." We give them $35 million in 100% State cash, and we take
back those Federal funds. That is an additional $35 million that was
‘being dribbled out on hundreds of little projects all over the State of
New Jersey, which will be attended to, because now they have the State
funds.. In exchange, I've gotten a lump sum of $35 million which will
allow us to spend it on the Federal aid urban system. Let me'give you
a couple of examples of projects that WOuld never, EVer get done,
except for the SWAP Program.

There are Routes 169 and 185 in Bayonne and Jersey City.
There is $60 million to $80 million worth of construction left on that
project. There was zero, and there has been zero, in the State budgéet
to attend to a project like that. There is Eisenhower Parkway, which
is $30 to $40 million. That is the same kind of situation. There is
Carteret Industrial Road, and I'm sure there are some down in South
Jersey: The numbers just escape me for the moment. Right here in
Trenton, we have Route 129, and there is no funding; except by doing
this SWAP. | |

So; that is the $230 million in State funds. That is how we
envision it. On average -- and, it is not going to be exactly those
figures every year -- over the four years, it is going to average out
to roughly those amounts in each of those categories of Ffunding:
Because we are greatly supplementing the Federal dollars, what we are
able to do is a host of projects that, within the Federal program,
cannot be done. One of the reasoﬁs they have never been ‘done is
because the Federal dollars have basically gone up over $100 million
during the last two years. - Before that; we had $100 million less than

we now have in Federal funds per year.
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SENATOR RAND: Commissioner, I compliment you on the FAUS
SWAP, which I know needs State dollars, but in turn, you are going to
get Federal money, which you are trading for.

~ COMMISSIONER SHERIDAN: VYes.

SENATOR RAND: I have no problem with a lot of things, but I
have a iast'and final problem in my mind as to the $3.2 billion -- is
that the exact figure?

COMMISSIONER SHERIDAN: It is $3.3 billion.

SENATOR RAND: I have to be convinced in my own mind that the
borrowing for‘that four-year period is intrinsically better for the
State to pay for $348 million rather than $645 million, or to stretch
this out ovér_ah extra year or two years. I want to make sure that the
value recéivéd3for that $348 million is concerned -- and, that is all
it is -- whether it pays us for the four-year period to pay $645
million for that $348 million. Can it be stretched out to five years
or six yearS'tQ‘do the very same things? The only thing you are doing
is, you arefpoStponing it for a couple of years{ You are going to get
the same money back, but you don't have a 14-year payout.

The bonds, I must tell you, disturb me a little bit. I guess
when I'begih to visualize it, on balance, it may be the best way to
go. But, I have to explore the possibility, because you are getting
$88 million, $30 million, and $25 million. You only need to draw down
$606 million, which you said was the total for both, and you need $120
million. You;nqw have $23 million more in State dollars, which you can
use. I waskwondering‘if you. could stretch that out a little bit, you
would begin gétting $143 in your fifth year, unless you were going to
use some of fhat to match other Federal money.

‘Is a six-year payout better than the payout when you borrow
bonds? |

COMMISSIONER SHERIDAN: Senator, we've looked at that. First
df all, you -have to understénd how the Federal government works. That
$25 millidn, for instance, that we talk about in resurfacing funds, we
can't use Federal money for that purpose. Stretching doesn't get you
to-- - '
SENATOR RAND: (interrupting) What do you need -- $25

‘million for resurfacing?
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COMMISSIONER SHERIDAN: That is $100 million over four years.
. SENATOR RAND: What else do you heed? | o
COMMISSIONER SHERIDAN: The other thing 'that obviously
doesn't happen by using the Federal funds is that the SWAP Progpgm will
never take effect, and the 50% extra projects the _‘chals’ would receive
by getting unencumbered dollars would never happen. The'qtheg thing we-
would lose -- and, I think this has been a problem in New Jersey for as
long as I can remember -- is that by'not doing it now, by never getting
to the point where we say, "Now is the time we are‘gning;to bite the
bullet; now is the tihe we're going to do it," -- we have projects that
I can-- ' You know them. _
. SENATOR RAND: Commissioner, New Jersey Transit hasn't spent
their 1979 bond money, and it is now five years down the line. They .
haven't even had their buses delivered. I don't know how many aren't
delivered, but they haven't had many delivered. _
COMMISSIONER SHERIDAN: Senator, we had 700 commuter buses
brought into this State in a one-year period. '
SENATOR RAND: But, how many haven't been delivered?
COMMISSIONER SHERIDAN: The  only ones that haven't been
delivered are the ones which have just been ordered.' They are the
articulated buses. ‘ . o
 SENATOR RAND: Which are from the 1979 bond issue?
COMMISSIONER SHERIDAN:  Well, most of it is Port Authority
money. What remains in New Jersey Transit's bond funds is about $30
millien, which is all accounted for in the $3.3 billion ‘program.
Basically, if you look 'at this year's budget, that $30 million is
available, I think, to provide part of the match for this year.
SENATOR RAND: You're telling me then that absolutely after
four years, we'll be able to spend that money. | |
COMMISSIONER SHERIDAN: One of the things that was very easy
to do was to make this-- If I thought it was deliverable, I would
have. 1 said two things to you. I said we wanted to deal with what
needed to be done, constrained by what was doable. |
SENATOR RAND: That is correct.
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COMMISSIONER SHERIDAN: A lot more than what we are talking
about here needs to be done. If I could possibly do it in four years,
I would do it. But, what I've said to my staff is, "I want to know
what can be done. What is doable and deliverable?“ Those are the
projects we've given you.

SENATOR RAND: The $3.3 billion is absolutely deliverable in
four years? »

COMMISSIONER SHERIDAN: I believe it is. I worked hard --
the Department worked hard -- and I convinced the Department to work
hard, because - I thought we had a credibility problem. We don't deliver
what we say we're going to deliver. We had a long history, for a lot
of reasons -- not all the Department's fault -- of things that hadn't
been delivered quickly. We started with a $200 million construction
program in 1982. Up until July 1 of this year, our construction
program -- by that, I mean right-of-way design and construction dollars
—- $450 million this fiscal year-- In two years, we doubled, plus,
that program, and we did it at a time when we reduced our staff by
300 peopie. ‘ 7

We can do the extra work. I won't tell you that it won't be
without busting our backs, because it won't be.

SENATOR RAND: I would like you to do that.

COMMISSIONER SHERIDAN: Absolutely. We are geared up to do
it. I'm committed to doing it without making a significant increase in
~our staff. We are internally moving staff around in the Department.
We need more engineering to produce all of these projects and to
supervise them correctly. We're doing that. v

Let me give you some examples. We instituted a sick-leave
program last year that produced 50 extra people, just by reducing our
sick leave by a day and one-half, per person, per employee. We are
committed tolanother day and one-half this year.

‘As part of the Governor's Management Improvement Program, we
identified 50 slots that we felt were duplicative or unnecessary. We
have taken those slots and used them as a resource.

We were over-clericalized in the Department, ‘and we have
identified 70 slots that have already been taken into account. We have

converted them to engineering positions.
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The local aid program, the FAUS SWAP, has a net benefit to us
over the next two or three years of 200 people who are in local aid
projects, and who can be put to work on this program.

What 1 am saying to you, Senstor, is, we don't only think we
can do it, but we kmow how we're going to do it. '

SENATOR RAND: If we asked you at the end of each year to
give the Legislature a report, would there be any objection to that?

' COMMISSIONER SHERIDAN: Not only that, but I would think -=
my staff may not like to hear this; I would like to put their feet to
the fire -- six-month reports are in order.

SENATOR RAND: We are going to ask for that, Commissioner.

COMMISSIONER SHERIDAN: Okay.

SENATOR RAND: I'm looking for the paper with the 1979 yearly
report that we juét received. Did you just send that out recently?

MR. NUTT: Yes, the bridge bond has a six-month requirement.
Section 17'has an annual report that is required.

SENATOR RAND: Is that from the Authority or the DOT?

DR. MANOOGIAN: It is from the Authority.

COMMISSIONER ~ SHERIDAN: Senator,  the  kind = of
project-by-project information you are asking for, particularly
cqmpdred to that book we put out, I think is entirely in order, Three
‘months seems almost too short. We would be working on the next pepqgt:
before we would get it, but I think a six-month report wggld be
entirely appropriate. If you were to require that, I would be only too
delighted to endorse it. |

SENATOR RAND: All right, Commissiener.

you just a couple more questions.

We are contemplating a municipal road aid appropriation, and.
I was asked by some of your staff if we could raise that $230 million.
I replied negatively. We are going to ingert some municipal road aid
in this bill. I know you need the dollars, but we can't believe we

going to spend $3.3 billion, and we are not going to provide a small

amount -- we're not talking about huge figures -- of somewhere around

$10 million a yesr to give you some discretiongry money. We hope you

66




will  look upon that favorably. I know we're squeezing you, but we
intend to. We cut that program out, and the last municipal road aid
program was from the 1979 bond issue. 1 don't have to tell you that
out of the $48 million which was allocated, the requests came in at
some $480 million.

COMMISSIONER SHERIDAN: There is no question about that.

SENATUR RAND: I don't know if you want to comment on that or
not, but you are certainly welcome. If you want to pass, that is all
right too.

COMMISSIONER SHERIDAN: Senator, I certainly recognize that
there are local aid needs. I think we should understand, though, that
there are local aid moneys in the $3.3 billion that go beyond the $35
million in FAUS dollars. For'instance, $118 million of the bridge
money is for projects on the local road system. That is only the first
set of appropriations bills; there will be some additional ones. 1
should say in that regard that we were required by the Federal
government to devote 15% of our bridge program to local bridges. We
have devoted 30%. We recognize the needs out there.

In addition, there is a local aid component of the Federal
de-designation moneys that we've gotten, but not much. A significant
amount of money from the de-designation system is on local prdjects.

SENATOR RAND: Outright grants? _

COMMISSIONER SHERIDAN: Yes, project-specific things, but on
the local system.

SENATOR RAND: Are you saying that $10 million is too much of
an allocation?

COMMISSIONER - SHERIDAN: No, I'm not saying that. I just
wanted to put the discussion in some context. It is not just the $35
million we are talking about.

I would prefer -- and this is John Sheridan speaking for John
Sheridan -- if we could find a way to have this as an add-on to the
program, rather than a subtraction from the $230 million. o

SENATOR RAND: Do you mean as an add-on to the $230 million?

COMMISSIONER SHERIDAN: Yes, sir. '
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SENATOR  RAND: You've got erough problems with the
Leglslature now, CommlSSloner (laiighter) And, you want $10 million
more7 , V | »

- COMMISSIONIR SHERIDAN: The question is; what gets cut? The
matching funds don't get cut, I'm sure. , o

SENATOR RAND: We don't want to say what gets cut. I don't
ever want to say that; because I think we areé in agieément that we Rave
a lot of c¢atching up to do. I guess we have to prioritize, and I know
if you came to Camden County; I would say to you; "No; no; no; daﬁ't
put me off." I would suppose that in foui years; we are not going to
overcome the ills of what has been done in 25 to 28 years: Wé‘éfé just
goingltd have to do it in six years; fot in four years: '
o I think muriicipal road aid is a prierity in these comminities
that can't stand anymore increase in property taxes; and we Have to
address that: The irput I'm getting is; if weife‘goiﬁa to expenid this
much money == $3.3 billioh -- then $40 willieh i& certainly not a
tremendous anount of money. It is really $45 willion; because $5
million is discretionary moneéy for you: It is certainly not a lot of
money in this program. We hope that when the bill coiies before you; if
and wher it does -- and I'm sure it will == that you will léok
favorably upon it. We would be quite upset if that was not included;
everi though the counties are askihg for more morey: Alofg with the
counties tequesting more money, they are asking for 4 guatrantee that if
the State funds diy up, they can be assured of a return to tHe FAUS
funds. We're putting that it.

Peter; is that in the bill?

DR. MANOOGIAN: We would be putting it if.

_ SENATOR RAND: We would be putting that in: In other w&f&é;
they are guaranteed, safe and harmless:

COMMISSIONER SHERIDAN: I thirk that is perfectly Faif: ,

SENATOR RAND: They would like addmtféh&l ioheyy but T don't
think we have it. But, we certainly do have to address municipal road
aid. |

COMMISSIONER SHERIDAN: You're saying that $40 millien is for
municipal road aid.

SENATOR RAND: Yes.
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COMMISSIONER SHERIDAN: Do you have an idea as to how that
would be distributed? |

SENATOR RAND: We were supposed to go back on a county and
populatioh basis. I think we should work out an equal situation. I'm
not here to deny any county, whether it be the smallest county or the
largest county.

COMMISSIONER SHERIDAN: Would you object to-; What I'm
thinking about is, how we would deal with this. Would it be the way
the 1979 bond issue worked? _ R ‘

SENATOR RAND: I thought that was pretty equitable, but I'm
not going to hold you to it, because if you have a better way, we'll
accept it. - I have always been one to say, "If there is anything you
can improve, I'm willing to listen." If that was not satisfactory, and
you can improve on that formula, fine.

I'm trying and I think you are -- I'm sure you are. You want
to éee that every part of the State is treated fairly and squarely. I
have no problem with that, John. You don't even have to answer me.

COMMISSIONER SHERIDAN: It was relatively easy to do,
considering that the needs were statewide when we looked at projects.

DR. MANOOGIAN: You don't want to get info the bond proceeds?

SENATOR RAND: No, I don't want to get into the bond
proceeds. I think we've questioned John long enough.

Commissioner, thank you very much.

COMMISSIONER SHERIDAN: Thank you, Senator. As always, we
appreciate it..

SENATOR RAND: Thank you, Roger.

MR, NUTT: Thank you.

SENATOR RAND: Mr. Harm, Director of Transportation, Greater
Newark Chamber of Commerce? Good afternoon, sir. -

JOE HARM: Good afternoon. I'll be very brief.
SENATOR RAND: Yes, sir. We're happy you came, and you can
say whatever you would like to say.
| MR. HARM: Okay. My name is Joe Harm, and I am Director of

Transportation for the Greater Newark Chamber of Commerce.
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The. Greater Newark Chamber of Commerce :1s a New Jersey
not-for-profit corporation, tracing its roots back to the year 1793 in
Newark. It represents over 1600 businesses. in the northern New Jersey-‘
‘area. _ ‘ /’ ‘ ' '

- 'The New Jersey Transportation Trust Fund proposal,' as
reflected in ‘Senate Bill 1446 and Assembly Bill 1574, ‘represents an
1nnovat1ve approach toward financing more than $3 blllion worth of
transportation projects. The annual revenue sources of the Trust Fund
which are proposed appear to spread costs fairly.

The inclusion of the sale of revenue bondsg*as part of the
plan, makes sensible use of this resource, and will help build ‘a
financial base to qualify for matching Federal funding:to produce an
annual program of $800 million per year over four years., |

The Chamber has studied transportation isseesbfor years, -and
_has long been an advocate for improved transportation services and ;
maintenance of infrastructure. This proposal will help strengthen our
system without putting a financial burden on any 51ngle group.

We ask you to release this bill from Committee. Thank you.

SENATOR RAND: As is, or as amended?

MR. HARM: As is. (laughter) | |

SENATOR RAND: 1I'm afraid we can't do that Mr. Harm. Don't
you want municipal road aid?

MR. HARM: Yes.

SENATOR RAND: Well then, we “have t0'fémend the bill.
(laughter) That is just one of the problems. We are very happy that

you came, and we appreciate your input. = We have a lot of amendments .

that we think will strengthen the blll, and we have a lot of amendments

which involve the Leglslature. They are approprlatlng the money, - and

they ‘have a right to some overview and over51ght, and hoplng we can

report a bill out that w1ll satisfy the majority.

Thank you very much. . .

Mr. Silliphant from Legislative‘Services?- Good afterneon,
sir. ' ' '
GERALD D. SILLIPHANT: Good afternoon, Senator Rand.” I am. the.
Legislative Budget Officer and the Director of thetDivision of Budget
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and Program Review. Seated to my left is Steve Ffritsky, who is my
assistant. Allan Parry and Karl Weber are elsewhere in the room; they
‘are from my staff.

The purpose of my appearance here, based on my previous
discussions, is to address the issue of stabilized funding for this
bond proposal. I need not repeat the basic elements of the funding
package for this proposal, but I think it is important to raise one or
two points, even if they have been brought up before this Committee on
previous occasions. '

I would preface my remarks by' indicating that unlike, I
believe, >almost everyone who has appeared before this Committee to
discuss this bill, I, as an employee of the Legislature in a
nonpartisan role, am enjoined from either advocating or opposing this
bill, or any piece of legislation before the Legislature. My remarks
should be taken in the context of objectivity and purely from a
professional's point of view.

Clearly, one of the major issues that must be addressed by
the Legislature, in conjunction with the long-term funding for this
project -- which is, in essence, a 14-year program, not a four-year
'program, although the construction is limited.to four years under the
terms of the bill -- is the very critical issue about the continuity of
" non-bond funding. It has to be addressed, because obviously the
success of this program, in the form in which it is presented in the
bill, is contingent updn the perennial appropriation, a least a
perennial appropriation for the 14-year period, of State moneys of the
direct State appropriation, the fund to be derived from the additional
tax on commerical vehicles, and the Authority money.

I think there certainly is a risk, as wunlikely.7as it may
appear to be at this juncture, that some future Legislature ‘may choose
to withhold funding for this program. That would have obvibus effects
on both the program itself, and clearly on the future of any similar
proposals before the Legislature. »

» There is a question which should be addressed in terms of the
‘availability of the Authority moneys. There has been a great deal of

discussion about this in the newspapers -- about the possibie'impact.on
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the future activities within the three authorities. This covers:
everything from the construction and expansion. of future toll booths. to
the dispoesition of the funds that would otherwise be available to the
authorities. There needs to be a set of agreeménts worked out which
will help guarantee the availability of that money.

If the increase in truckers' fees, which is to generate
approximately $30 million, is, in fact, enacted, that needs to be
watched, too, in terms of its future revenue production. It may be
greater, or it may be less. I don't think anyone could take it for
granted ét this point that for the next fﬂvyears,’$30 million will be
produced from that source.

Clearly, alternate sources of additional revenue should be
considered. I couldn't help but be taken back in my mind to some 15
years ago, when ‘Commissioner Sheridan indicated that this program
represents a beginning; and that we have to start somewhere. I recall
that in 1969, when I was a staff member of the old'legislagive budget
office, I was called upon by the Speaker of the General Assemﬁiy to put
together a proposal for his consideration on a highway censtruction and
reconstruction program. The proposal I came up with for his
consideration was a combination of a pay-as-you-go and a bonding
proposal. The pay-as-you-go portion of it would have been funded by an
increase in gasoline tax. The estimate, at that time, was that the
increase under consideration would generate $50 million, which would
have gone into a highway trust fund, similar to that appearing in this
bill. It would have functioned essentially as a revqlving fund, and it
would have been replaced by future appropriations -- again, the issue
of binding future Legislatures. The remainder would have been financed
by a series of smaller-scale bond issues.

7. The theory behind that is, the establishment of the capital
fund ‘would have provided money for long-term planning, and it would
have generated a cash flow, which would have ensured the continuity of
an orderly construction program. The bonding essentially would have
been earmarked for emergent construction needs, which could net wait
for capitalization from a $50 million annual source. Needless to say,
that program never saw the light of day, and it fell by the wayside, as

did mani other programs.
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However, the point is, it was an attempt to make a beginning
to address the problem which will never leave us; that is, the prcblem
of reconstructlon, repair, and construction of new roadways

Clearly, there are other revenue sources which could be
considered by the Legislature for the State's share of this money.
There are revenue sources which could be identified, and which would
obviate the need for any bonding whatsoever, whether it . be general
obligation funds, or whether it be these revenue bonds.

-1 would llke to turn, for the moment, to some of: the issues
of the construction proposal, most of which may have already been
raised. I think they bear repeating and further consideration. It is
important to emphasize that the availablity of Federal matching  is
essentially‘ determined by  Federal formulas, and the state—by—state
distribution of receipts into the Federal Highway Trust Fund. There is
no neceSsity, per se,rfor the generation of any bond funde to serve as
matching funds within the framework of this propoeel,vprovided that
equivalent resources are available from another source, whether it be
direct appropriations or whatever, to secure those funds "~ Those funds,
in essence, are locked in, and their draw down is not contlngent upon

the passage of a bond proposal. '

The State has received TRANSPAC funds from the Port Authority
of New York and New Jersey in previous years. The amount averaged
something like $50 million a year. There is no 1dent1f1cat10n of
current or future funding from those sources, as far as we have been
abie to determine, based on our review of this program. We bring this
to the Committee's attention in order to detefmine if and when future
funding will be avallable from that 'source.

‘One of the. other concerns about the program 13, as the
Commissioner said, the current constructlon schedule within. the
Department, which is at the rate of $450 mllllon a year. That is. up
from $300 million to $350 million in previous years. This program.
envisions the expenditure of $900 million during the first year, and I
think the Committee should address the issue to determine if the
construction capacity exists within the State to double’the.rate of

construction and reconstruction which is currently under way. That
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would be in terms of equipment, and in terms of all of the elements
outside -of the departmental resources which would be requifed for this
purpose.

Again, the 1979 bond issue still has a $120 million
authorization, which has not actually been issued. The Department has
indicated that these moneys are programed, but I think the Committee
would do well to review that programing to determine whether there
might be alternative uses for the funds, and whether those funds would
fit within the framework of this proposal.

The Committee should also bear in mind that this is a
four-year construction proposal, although the financing package extends
for a period of fourteen years. Giyen the notion that the need for
construction and reconstruction of our highway and transit systems will
be an ongoing requirement, and not simply a one-time phenonemon that
can be addressed or solved permanently by a one-time prbgram, there is
the definite possibility that there would be a necessity for a second
bond issue following the first four years of this construction
program. In fact, that, or some other source of funding, would be
required to continue a construction program at that level in those
subsequent years.

These are some of the issues we feel should be considered by
the Committee before it reaches any decisions. Again, I will make no
comment -- I would be disinclined anyway, even if the law di not
prevent me from doing it -- either in favor of the propbsal or against
the proposal. However, 1 believe that a thorough review of this is
necessary to answer the questions and address the issues that I have
raised. Certainly, many others have raised a host of additional
issues. ; | _

If you have any queétions, the staff and I will do our best
to respond.

SENATOR RAND: Thank you, Mr. Silliphant. I am going to ask
you some questions, I hope, as objectively as possible. I am sure you
will answer them as objectively as possible.

MR. SILLIPHANT: I'll try to answer them as objectively as
possible. '
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SENATOR RAND: I think you mentioned that it is a 14-year
program, or a 14-year payout. I don't remember exactly, but isn't it a
10-year program, as far as what the Legislature commits ifself to?

MR. SILLIPHANT: Steve, would you like to answer that?
STEPHEN J. FRITSKY: It is a 14-year commitment by the Legislature of
approkimately $1.2 billion in direct State appropriations: $350 milLidn
from Authority moneys; and, approximately $420 million in increased
fees from the truckers. «

SENATOR RAND: Will you give me those figures again?

MR. FRITSKY: The total t4-year commitment for the direct
State appropriation is 88 times 14, $1.232 billion—-

SENATOR RAND: (interrupting) One point--

MR. FRITSKY: (continuing) Two three two billion. The
Authority moneys would be $350 million, and the increased trucking fees
amount to $420 million. ' '

SENATOR RAND: Are you telling me thét we will need a 14-year
appropriation of $88 million to pay off these bonds? '

MR. FRITSKY: Yes, sir. | o

SENATOR RAND: Will we also need $350 million from the
Authority to pay off these bonds,'ahd a $420 indrease‘in—— '

MR. FRITSKY: (interrupting) That is correct. That would be
bonds and construction, the total paékagé.L ’ ‘v) '

SENATOR RAND: The testimony that was offered at the initial
presentation of the bill‘wés that.it would be a 10¥year appropriation .
obligation of $88 million. Am I being told'now that it will be a
14-year obligation of the $88 million? ;

MR. SILLIPHANT: It is 10 years past the first four years,
for a total of 14 years. That may be the hisundérstanding in the
original presentation. » '

SENATOR RAND: We were told fhat,there would have to be a
10-year appropriation, if I recall. Is that correct?. C

MS. RUMOWICZ: I think they said 10 years for each series of
bonds, and that there is a three-- v .

MR. FRITSKY: (interrupting) We have used the Department's

numbers, and what we have basically done is broken themidown into total
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income and total payouts over a 14-year period, which gives you a
balance of zero at the end of 14 years. | '

- SENATOR RAND:  All right. Does your breakdown accept the
figure of $348 million as the amount we need? We have to borrow
$390-some million, with a payout of $645 million, or $648 million; I
don't recall.

MS. RUMOWICZ: It is $642 million.

SENATOR RAND: It is $642 million? How do your figures come
out on that?

MR. FRITSKY: These are not our figures, by the Qay. These
are the Department of Transportation's figures. - '

SENATOR RAND: Well, the figures I'm giving you are the
Department's. 4

MR. FRITSKY: We have manipulated these ﬁigqfes somewhat .
The total bond principal to be raised, I believe, is $472.19 million,
of which $390.89 million will be devoted to project construction.
Eight boint four eight million dollars will be expenses, and $72.82
million will be the debt reserve, which totals the $472.19 million.

SENATOR RAND: How about the interest on that?

MR. FRITSKY: The repayment of principal and interest, which
is a total payback of $728.13 million dollars-- '

SENATOR RAND: (1nterrupt1ng)» How much is that?

MR. FRITSKY: (continuing) It is $728.04 million dollars
which comes directly from State appropriations. It is paid directly
out of the direct sppropriation that the State puts out. _

SENATOR RAND: You're telling me then that. the $348 m11110n
will cost us $728 million? _

MR. FRITSKY: I don't have a $348 million---- .

SENATOR RAND: (interrupting) Three hundred and forty-elght
million dollars is the amount of money we 1n1tlally needed te cover
that $238 million -- $88 million, $88 mllllon-— I multlplled it, even
though it doesn't give us our carrying charges and our reserye. In
order to get that $348 million, you have to borrow $472 million,
because you need that amount in reserve. - ‘ _

MR. FRITSKY: Right. The principal amount: of bonds ybu are
selling is $472.19 million. -
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SENATOR RAND: It is a payout of $728 million.

MR. FRITSKY: Your interest payment on that is $255.945
milliqn, close to $256 million on a $472.19 million principal.

.SENATOR RAND: If the Legislature refuses to appropriate,
Mr. Silliphant, what would occur at that point? Let's suppose there
"is $100 million worth of bonds which are put out -- the initial bond
flotation.

MR. SiLLIPHANT: If the Legislature refuses to appropriate,

" and there is insufficient debt reserve to cover the debt service of
these bonds,‘then there would be a default situation.

SENATOR RAND:  Could the Legislature legally -- maybe I
should address this to counsel -- at that time, absorb the payment of

“these bbndsthdér the General Treasury? |
| MR. SILLIPHANT; 1 see no reason why not, as long as the

 terms of fhe bond covenant are met. I'm not sure the covenants would
address the 1ssue of the source, as long as the obllgatlon was fully
’dlscharged. o ’
SENATUR RAND: Dkay.‘ I would suppose that even if they
didn't appropplate at that time, and if they refused, they could still
do that under this by curtailing the program. ’

'MR. SILLIPHANT: Yes, that certainly is an alternative.

'SENATOR RAND: I think the legislation allows them to do
that. Is that correct?

MR. SILLIPHANT: Yes. :

SENATOR RAND: It allows them to do that by merely saying
they w1ll ‘honor " the bonds, etc.. Am I right about that?

MR.-SILLIPHANT " Yes, certainly.

SENATOR RAND: I would also like to say that the truckers'
Fees,‘which‘yéu‘talked about -- and, we're not sure if we're going to
get $30,million if trucking . is decreased -- leaves an open situation
that we are addressing. _ ‘ |

| When you,Spoke:about,an alternate source, were you talking
about a gasoiihé'tax7 ‘
‘MR. SILLIPHANT: - The gasoline taxes are always the most

obvious source for the fundlng of hlghway prOJects. The Federal
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Highway Trust Fund is financed from the Federal gasoline tax. It
doesn‘t necessary follow in a cause-and-effebt relationship; it has to
be transportation related. It could come out of the sales tax, or it
" could come out of any General Fund source.

SENATOR RAND: I would like to ask you about the legal
ramifications if we were to use language-- Instead of the $88 million
direct gpp:opriati@n by the Legislature, cah we use an'appropriation
from the existing gasoline tax to the tune of two cents to two and
one-half cents, with an $88 million base? It would then preclude a
direct.appropriation by the Legislature. ’

MR. SILLIPHANT: The géSOIine tax is now a General Fund
revernue; it is not a dedicated revenue. '

SENATOR RAND: I understand that, but you could earmark it.-

MR. SILLIPHANT: You would have to do this by legislation;
otherwise, if you were identifying the General Fund as the source for
this purpose, it would have no identity. _ 1

SENATOR RAND: Well, we did that under the Division of Motor
Vehicles. We took the registration money of $7.5 million, if I recall,
in 1979 =- or 1978 -- 1 don't remember exactly. " Couldn't we do the
same th1ng7 , ‘
MR. SILLIPHANT: You, as the legislative body, have the
authority to do whatever you wish in this regard. o

SENATOR RAND: In your mind, what would be .that obligation,
as far as a direct appropriation from the Legislature for 14 years. is
concerned? What would it do to that?

~ MR. SILLIPHANT: Again, you don't have the constitutional
authority to bind the Legislature for succeeding years. Youkcduld do
this for one year. :

SENATOR RAND: Then that would be built into the-budget; is
that correct -- as an $88 million expenditure?

MR. SILLIPHANT: Yes.

SENATOR RAND: In your opinion-- No, I can't ask you that
question. Would you want to comment on the value of that course, as
opposed to this course?

| MR. SILLIPHANT: No, it would be improper'for me to do so,

sir.
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SENATOR RAND: Okay, I understand, and I apologize for asking
that. You spoke about the Port Authority. That money is now going for
infrastructure, from what I understand. I doh't know, but I will ask
about TRANSPAC. '

) One of the things I want to break down is, tou spoke about a
$900 million package, and you told us that it had gone up from $300
million to $450 million. . »

' MR. SILLIPHANT: Right, the Commissioner indicated to you
a while ago that the current rate of construction expenditure for this
fiscal year would be $450 million. ‘

SENATOR RAND: Let me break that down, because the $900
million is not really $900 million. It is about $600-some million for
highways and bridges, as opposed to $300 million for transit. Do you
believe that they could do $600-some million per year based on their
records for the last two years? ,

MR. SILLIPHANT: I think that question has to be answered by
them, but I think it is a legitimate question, because of prior
performance. That level of construction, to the best of my knowledge
- -- perhaps staff can correct me on this -- has never reached the level

of $600 million. Is that correct?
| UNIDENTIFIED PERSON FROM AUDIENCE: Yes, that is correct.

MR. SILLIPHANT: The question clearly has to be raised: Is
there a system capacity to absorb this, not only from within the
Department itself, but actually out of the roads?

SENATOR RAND: If there isn't a cépacity to absorb this type
of expenditure, then. it would be foolish to bond against this type of
expenditure. Am I right? . ' ' :

MR. SILLIPHANT: If the expenditure is not programed in a
reasonable period of time, then ceftainly'fhe alternative that would
have to be considered is, is it necessary to float "x" amount of bonds
to cover projects which cannot be covered within that original period
of time? The same issue'pertains to the 1979 bond issue with the $120
million, which is presently unissued. It is obligatéd in the sense
that projects are identified against it, but these projects have not
yet actually gone to the construction phasé. At that time, the funds

would be necessary.
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_SENATOR RAND: Did you hear the testimony when the Treasurer -
-was here with Ms. Felker? ‘ ' |

MR. SILLIPHANT: I heard most of it. A

SENATOR RAND:' We asked Ms. Felker how thé bonds would ‘be
sold, and she said, "In staggered amounts. They-wouldn't be sold at
one time." I agree with that, because if you can't go to capacity, you
certainly are not going to need the bonds. Would you agree that that
is the right way to go? , ’

MR. SILLIPHANT: I think there are two answers to that. It
depénds upon the marketplace as much as anything -- whether the funds
could be generated by bond proceeds. These are idle funds. They could
be invested in the earnings on those which would create a reserve, and
also, at the same time, they would discharge the debt service
obligations. Those conditions would have to be determined; however, at
that point -- whether it would be wiser to postpone the sale, or to go
ahead with the sale. The conditions of the market would be very
critical at that time. _ '

I should remind you, Senator -- I know you pfobably know this |
vbetter than anyone -- at the current time, the State has approximately
$1.4 billion worth of authorized, but unissued, bonds. =~ The Committee
may also wish to address the impact on general bond ratings, as well as
the ratings that these-bonds may have, because I don't think these can
be considered independently of any other State bonds. I think they
would have some impact on future bond ratings.

SENATOR. RAND: I am told, and I -have no proof, that the
issuance of these bends would not affect our credit rating as severely
as the issuance of general obllgatlon bonds on a long-term b351s.
Would you care to comment on that? ‘ '

MR. SILLIPHANT:  These comments have been based on the
counsel of professional firms in this business. I wouldn't want to
challenge their wisdom at this time.

© MS. RUMOWICZ: Mr. Chairman, I wonder if I could ask Steve
about some of the numbers? | '
- SENATOR RAND: Go right ahead.
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MS. RUMOWICZ: Undoubtedly you are using the numbers that the
Administration -- Treasury -- gave you. They are the same numbers I
have.

| This chart I received this morning from Senator Rand
indicates that in the out years, they are going to have balances left
in their accounts. | v v : |
» MR. FRITSKY: ' Okay, may I see that‘just for a second? 1
think it is the chart I put together.

MS. RUMOWICZ: Is this your chart? , :

MR. FRITSKY: I believe so. We put together their figures
originally, with one piece lacking. The piece tha£ was lacking,
because we. were having a little difficulty getting it, was the
construction program for years five through fourteen. Without those
construction figures in there, you end up with a "balance" of somewhere
Varound $1.9 billion. Subsequent to that, they supplied at least an
annual guesstimate, I would quess, of what the construction program
will - look like starting in Fiscal Year 1989 through the out year of
1998. When _yody punch those numbers in, you come out with a zero
balance.

In effect, what that says is, if this program is adopted as
proposed, if all of the revenues are realized, and if the expenditures
are limited to what they have projected, you have stabilized  funding
for 14 years.

MS. RUMOWICZ: For 14 years?

| MR. FRITSKY: Yes, for 14 years. Now, there are a lot of
"ifé" and it is only for 14 years.

MS. RUMOWICZ: 1I'm looking at the bottom column that you have
on the first page where you have expenses. We go out the first four
years: $230 million. In the second column is the debt service. Now
we're in year five, and you have debt service as seventy-one sixty.

MR. FRITSKY: That is correct. ,

MS. RUMOWICZ: Okay. You have capital projects as
- ninety-six. Is that the number you are referring to? Did you take

that out of their capital projects plan?
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MR. FRITSKY: That is correct. The only thlng we. have-- In
fact;, 1 ‘think you ‘might ‘have a copy of ‘it up there. It is this little
ZGFF ‘shest. - _—

‘MS. RUMOWICZ: 'No, I ‘don't have it.

MR. FRITSKY: .Oh, you don't. I'm ‘sorty. These are tHeir
figurés. ‘All we Teally got Ffrom then was a sifgle ruiiber Ffor capital
'constructlon for 1989 through 1998.

MS. ROMOWICZ: A 'single number?
MR. FRITSKY: A single number =- 96, 96, 96. We ‘riote tHat

$25 Willidn of that is Authority morey. The ‘baléfice was put ‘under

“eut

"Diréct State Appropriation.” That number is a little off; ’t‘h'er"e are
probably ‘some ‘that should be charged against fund earnlngs, bit we
didn't have ‘the breakdown. Right now, it wasn't ‘that important.

MS. ‘RUMOWICZ: Okay. THe reasén 1 am. asking ‘the questlon is
 —-‘1 ‘didn't get ‘a ¢hance to ask Ms. Felker this mornlng == "but ‘you
Wentioned ‘that in ‘the oit years, ‘there would be an average of $100
mil'liéh ‘extra available.

‘MR. FRITSKY: (interrupting) ‘Well, it is not ‘éxtra..

‘MS. 'RUMOWICZ: (coritinuing)  ‘Well, it is -available for
'constructlon, in ‘addition to - paying the debt service.

MR. FRITSKY: That is right. I would ‘suspest 'that ‘those
‘figures, if ybu ‘total them, would come out ‘to somewhere around $160
millioh. -Again--

'SENATOR “RAND': ‘(interrupting) After the ‘four=year -program is

MR. FRITSKY: ‘After 'the ‘four-year ‘program s ‘ovér. That ‘is
in ‘tHe ‘magnitude of ‘$100 million ‘each ‘year. This, ‘agdin, ‘assumes 'alil
‘the "anticipated revenie ‘comes ‘in -- ‘that the expenditiures ‘anticipated
bré ifi‘fh’ii't*éd ’t“-‘o ftﬁége ‘fumbers, ‘that ‘the ‘bonds “8ell, ‘and ‘that 'the
‘AI1 ‘those ‘things 'being ‘triie, - yea, ‘it ‘balandes

t, “and "you come 'up ‘with a zero: ‘balance ‘after 14 - years.
"SENATOR RAND: ‘Po- ‘you “'mean, 'if “We ‘Have | ‘ghiough, * you‘Wbuld TiKe
'this? 5ﬁb?y6u“meén,:if al'l ‘of “a‘sudden ‘we “are rpaying 10% or 10.5% ‘for
‘Bohds? | | ) | B
~"'MR. 'FRITSKY: “Well, 'yes.
"SENATOR ‘RAND:  Thien ‘it ‘is "tifiie ‘o ‘l6ok ‘4t ‘over.
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MR. FRITSKY: Then you have to look‘if éQer-agéin;”

MS. RUMOWICZ: But, based on’the'humbets*Ms; Felker gave,
which I think were the 9.1% interest rate-- : N _

MR. FRITSKY: Right, these are her numbers. We basically got
~ these numbers from her. -

| 'MS. RUMOWICZ: Right, and she used an 11% debt service
return. , ‘ ‘ ' ‘
' MR. FRITSKY: The point is that as it is presented, yes, it
is a stabilized funding program, but only for 14 years, only under
these conditions, and only with those limits oh the expenditures.

SENATOR RAND{ But, again, if we face that, let's say, one
year from noﬁ, and the conditions are not the same, can't the
Legislature go "poof" under this-- ‘

MR. FRiTSKY: (interrupting) I would assume so, certainly.

MR. SILLIPHANT: Yes, absolutely. ‘

.SENATOR RAND: Okay; I just want to make sure. And, I
preface that by saying, "Let bonds go to 11%, or 10-1/2%," whiéh would
throw the whole‘thlng out of whack. Is that correct?

“MR. FRITSKY It would throw, not neteésarily the whole thing
- out of whack but it would throw some of the 1nternal numbers. out.

SENATOR RAND° The figures. ' Yes, that is what I am talking
about . | - |
MS RUMUWICZ It would throw thlS last number, which is the
most 1mportant number, -out- of whack con31derably.

MR.. FRITSKY You could adjust with the construction funds to
pay that, but that would mean -you were steallng From Peter to pay Paul.

MS. RUMOWICZ Your construction program would be lost.

SENATDR RAND. Or, you could stretch the paYmeﬁts out - longer,
_or make them larger. ” : ’ ' :

MR FRITSKY: You could stretch them out longer And, if you
reach the point someplace along the llne where you start talking about
a potential second bond issue, as an example, all of these numbers
become a new ball game. They will not hold at this level. For
example, I thlnk the figures we have from Treasury indicate that if you

wanted to hold your construction program at $230 mllllon for the whole
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shootinig match -- and I don't remember the exact figures == somewhere
along the fifth year, if you went into another bond issue, I believe
‘the numbérs are for the fifth and sixth years, you would add $33
million to the direct State appropriation you would need. From year
sévén on out, it would be an additional $67 million you would be
talking about, not $143 million. You would be talking about $243
million. ‘

MS. RUMOWICZ: Given that if you didn't float any new bonds,
and dgiven that all these other things stay the same, you still show
approximately $100 million in the ouf, years available for construction.

MR. SILLIPHANT: Oh, yes, yes. ~

DR. MANOOGIAN: How would you compare the general obligation
method with the @ppropriation bond method? ‘

MR. SILLIPHANT: Well, I think the Commissioner has commented
‘on that. The advantage, obviously, is a cost advantage, and despite
tHe anticipated Double A rating instead of a Triple A rating, the
shorter term of the bonds would naturally lead to a lower debt service
ratio. T think the range of that would probably be of the magnitude of
close ‘to 60% 'of what the full-term general obligation bonds would be.
However, ‘there is a provision in this bill which authorizes the
issuance of bonds for periods of up to 30 years. That would certainly
have to ‘be determined, ‘again, by the interest rates, @nd the other
‘conditibns which determine the bond market at any given time.

'MS. 'RUMOWICZ: Didn't she also say, however, that if you

v issue 10=year ‘G0 bonds -- the same term -- that ‘the difference would 'be
approximately $4 million cheaper, or less for the GO bonds?

‘MR. SILLIPHANT: ‘Yes, I believe Shé -did say ‘that.

‘MS. RUMOWICZ: The reason for that, 1 .understand, is that wyou
‘don't ‘have ‘the debt service "r‘es'efve to invest. But, would it ‘be less
‘expensive “at ‘the same term?

‘MR. SILLIPHANT: Yes. I‘think ‘the reasonifig s very ‘sound ‘on
‘that “point. u

'SENATOR ‘RAND: Do 'you have any knowledge ‘of ‘the difference

‘bétween ‘a ‘GO bond, percentage=wise, and -a bond ‘such ‘as ‘this?
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MR. SILLIPHANT: Yes, I indicated, Senator, when you were out
of the room that it would be someﬁhing.bn”thé érder 0f 6D% of Qhét the
normal general obligation would be. Here,'agéin,.thefe is a variéty of
variables that would determine this. I mean, to get a strict
comparison, you would have to issue bonds of this kind paréilel with GO
bonds, and make your projections based on that. '

‘ SENATOR RAND: The reserves we have -- are we not allowed to
invest them in rates that are commensuraté with the rates we are paying.
on those bonds so there really would be no loss? The turnpikes refer
to them as "slugs." ‘

MS. RUMOWICZ: No, that was different. |

SENATOR RAND: They had permission to invest by the federal
government. They could invest their money at a rate commensurate with
what they were paying on their bonds. If they sold 6% bonds, they
could only invest their money .at a certain rate. :They‘could not invest
it at a higher rate. Iflthey soid bonds at.9%; then the government
allowed them to invest that money at a higher rate. Is that correct?

MS. RUMOWICZ: Yes. o

SENATOR RAND: Wouldithat hold truelof this Authority?

MR. SILLIPHANT: I'm not sure. Do yod have anything on that,
Allan? (Mr. Silliphant consults with Allan Parry from his staff.)

MR. PARRY: You are getting into arbitrage there, and I am no
authority on that. o R -

MS. RUMOWICZ: The arbitrage is, you cannot sell your
tax-exempt bonds and then, while you are hdlding the money waiting to
spend it, you cannot invest that in something that gets a higher
return. Otherwise, everyoné ‘would sell :tax%eXempt' bonds and then
invest. It is a little more complicated than that. I believe you can
do it for a three-year -period :if'vthéffbbhdsf”areiaqu  conétruction,
Versus-- ’ » v_v_ Hv, “

SENATOR RAND: (interrupting) - But, I would hesitate to say
that between a 10-year genefal obligétion.boﬁd and a: 10-year bond of
this type that there is a $4 million differehcé.‘ I_would.have to see
the figures before I would recognize that. ‘

MR. SILLIPHANT: Yes. ~ That is a good question. We will

certainly attempt to get that answer in writing to you, Senator.
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SENATOR RAND: Is there anything else? (no response) Mr.
Silliphant, thank you very much. N ’ ‘

MR. SILLIPHANT: Thank you, Senator. It was a pleasure.

SENATOR RAND: Our next speaker will be Mr. Robert Briant
from the Utility Contractors Association. Good afternoon, sir. '
ROBERT BRIANT, JR.: Good afternoon, Senators. My name is Robert
Briant, Jr. I am employed by the Utility Contractors Association of
New Jersey. I‘ am also here representing the views of the ATC
Contractors of New Jersey, and the Asphalt Paving Association of New
Jersey.

Although my comments are going to be very brief, and will not
concern the financial aspects of the bill, but another matter, and
since this is the last shot on the Senate side, we heped that you would
like to hear them. ’

We feel that somewhere in the bill we would like to have an
amendment which would call for the DOT to be limited to 1,500 tons of
asphalt when using it to repair or improve roads. 1 mean 150,000 tons;
I'm very sorry. ' '

SENATOR RAND: That's all right. .There is a little bit of a
difference there.

MR. BRIANT: That is a big difference, quite a difference,
and I think I would be in trouble if I left it that way. The paper
I handed out to the Aide is also an amendment. We are not offering
that at this time as a formal amendment, because we are still talking
to Mr. Snedeker.

SENATOR RAND: Mr. Snedeker, the Director of the Division of
Motor Vehicles?

MR. BRIANT: Yes. As a matter of fact, we are meeting with
him today. Since I do not know the outcome of that meeting, I cannot
offer anything on that amendment at this time. ‘

SENATOR RAND: Senator Cowan, who was here with us before;
has shown me a copy of that amendment. I think he is discussing it
with Cbmmissioner Sheridan. I thought at first that it would have to
be a separate bill, but if the Commissioner wants us to incorporate it

in this bill, I have no problem with that. I know I tried to move that
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bill about two years ago. I look faVorébly‘0n7i£,'bUf'ifait is to be
incorporated in the bill, I would have to ihavé, ‘certainly, the
Commissioner's acquiescence to that. | | '

MR. BRIANT: Yes, we would have to sit den ahd work that out
with him. ‘ .

SENATOR RAND: We have no problem with that.

MR. BRIANT: Okay. Thank you very much.

SENATOR RAND: You want to get paid, don't you? You ought to
be interested in the'fihaﬁéing. ’ . |

MR. BRIANT: We>are interested in the Finéncing part of it,
but I have no expertise along that line.

' SENATOR RAND: I'm just kidding.

MR. BRIANT: I know.

SENATOR RAND: Thank you very much.

MR. BRIANT: Thank ‘you. very ‘much for giving me this
opportunity. ‘ o - ' | .
SENATOR  RAND: We will consider 'that amendment very
seriously. ‘

MR. BRIANT: All right, thank you.

SENATOR RAND: Mr. James Wunsch, Associate Director of the
New Jersey Committee of the Regional Plan Association.” Good afternoon.
JAMES L. WUNSCH: I have a prepared statement.

SENATOR RAND: Fine, thank you. |

MR. WUNSCH: Senator, I would like to take the liberty of
reading my statement. Senator Rand and Ms. Rumowicz, it is good to see
you again. -

» I am James Wunsch, the Associate Director of the New Jersey
Committee of the Regional Plan Association. The Regional Plan -- now
in its second half-century -- ié:the'hatioh;s oldest'pfivaté nonprofit
planning organization. vSincé;the‘late 1920's, the Association has been
concerned with the development of the great metropolitan region from
Trenton, to New York City, tofNéW'Havénf Regiohal Plan maintains a
strong New Jersey presence with a‘fully—staffed:office in Newark.

As you may know, Regioﬁal Plan has‘long been conéerned with

transporfation issues. During the 1920's and 1930's, Regional Plan
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laid out a plan which led to the development of our metropolitan bridge
and.highway system. |

During the 1910's, we pleaded for a balanced approach for
transportation. That meant fighting te save bus - and rail
transportation as an alternative to the automobile. -

For the past 10 to 15 years, we have pointed out the need to
spend more dollars, not so much to extend our highway and tramsit
systems, but to improve and maintain what presently exist.
Transportation facilities have been-fallingvapart much faster than we
have been repairing them and, without increased public investment, that
trend threatens te accelerate.

That issue brings us to Trenton today. Regional Plan
emphatically supports Senaté Bill 1446. It establishes a reasonable
way to meet the State's transportation capital needs for the next four
years, and it offers an ongoing mechanism, if not the funds, to provide
stable funding for transportation capital reinvestments needed beyond
1988. '

We understand that this bill is supported by the present
Republican Administration and sponsored by the Chairman of this
Committee, Senator Walter Rand, a Democrat, who, as is evident today,
wishes some amendments. That is the way it should be. The timely
repair and improvement of our transportation infrastructure is a
nonpartisan issue. The public certainly understands more clearly than
éver before that delaying repairs now, only leads to enormous bills
later. _

I wish to explain first the strengths of this proposal, and
second, chiefly from a fiscal point of view, how it -could be made even
strongeh. :

The proposed legislation is practical. It would generate
'$175 midlion -annually for the next four years to finance-transportatibn
infrastructure repair, improvements, and operations. The Goyernpr'sv
Management Improvement Plan (GMIP) analysis of transportation said that
at current funding levels, the State's infrastructure rehabilitation
backlog -- roads and bridges -- would grow from $1.5 billion in 1983 to

nearly '$5 b;llion in 1998. They :concluded, however, that the level of
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Fundingbrequired to eliminate the backlog over 15 years would be four
to'five times the present funding levels, and well beyond a realistic
financing capacity by the Stéte. The middle ground -- which 'this
proposal adheres to -- is aimed at keeping the infrastructure
rehabilitation,backlog within manageable levels and avoiding what GMIP
called "the decay dynamic" -- acceleration in the deterioration rate.
The additional revenues for transportation would be generated
- by vehicular user fees -- tolls from the three highway authorities and
increases in fees on heavy trucks. Increasing revenues from user
sources is consistent with Regional Plan's position. As we pointed out

in our recent study, Transportation in New Jersey: The Road to

Renewal, "The motorist should be considered the user of a public
utilityb -- the roéd and highway system. As the cost of using the
utility increases, so should the cost of the motorist." In New Jersey
in recent years, tolls, license and registration fees, and the gas tax
have not increased much, even though the infrastructure has been
falling apart and the cost of repairing it has been rapidly.
increasing. In this bill, the highway authorities, for the first time,
will commit revenues to general highway and transit maintenance.
Bravo. Regional Plan has favored this change in policy for many years.
This legislation also maintains the Legislature's control
over transportation expenditures and revenues through the annual
~appropriation process. It avoids the controversiél issue of
constitufionally—dedicated revenues cumbersome to institute and to
reform.
'  This legislation will substantially reduce, if not eliminate,
the State's dependence on general obligation bonds to finance
vvtréhSportation~ repairs, using long-term borrowing to pay for past
mqintehahce failures. To the extent that borrowing 1is used,
shorter-term revenue bonds offer greater flexibility. Because of this
flexibility_and a largér commitment to pay-as-you-go funding, the DOT
estimates that debt service will be a relatively low 36% of the total
borroﬁed."
A word on how the bill could be strengthened: Over the
long-term, this legislation should ensure that all the pay-as-you-go
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revenues. requiréd for the Trust Fund are available, and motor fuel
taxes are the best way to do that.: This year, with ablarge projected
budget surplus, the $88 million from general revenues can well be
afforded. But what about next year, and the year after? Regional Plan
is the kind of organization which can look ahead. In time of rain, we
consider drought. In feast, we consider famine. And, deficits can
follow surpluses. Will the Legislature in hard times be as willing to
appropriate at least $88 million annually for this prOQrah?

We. suggest an alternative -- the gas tax. Phased in, at say
a penny a vyear, it would generate approximately. an additional $35
million annually for each penny increase. Its effect on total
automobile operating costs would be very minor indeed. New Jgrsey has
the lowest gas tax in the regioh. A modest increase in the gas tax,
appropriated annually to the Trust Fund, would provide a great deal
more stability for the ongoing transportation capital improvement
program that New Jersey needs. That, we suggest, is the prudent course
to follow. - ‘

We encourage you to pass this bill, and we encourage you to
provide for a secure and stable transportation financing program.

Thank you for your consideration.

SENATOR RAND: Mr. Wunsch, thank you very huch, but you're
talking to the wrong person, because I happen to agree with you on an
accelerated'gasoline tax, at a penny each year. In fact, I would say
that by the end of the second year, or the third year, we would not
need any short-term obligation bond financing. '

MR. WUNSCH: Well, we think that it couldvbe sﬁeh a-- First
of all, I hope we don't, in the guarrels that may ensue over such a
proposal -- and we are talking to the right'people here -- throw the
béby out with the bath water. That is why we have to be cautious; we -
know what happened the last time around on the gas tax. But, surely
here may be an opportunity for some nonpartisan and partisan compromise
along these lines, to make a better bill and a much more stable
program. ' -

SENATOR RAND: I would agree with you, but'canvonly‘téll you
that I think the Governor frowns upon it. His counSelvjust left the
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mqment you started to speak, and I am wondering why. I guess I am in
the minority, but I happen to believe that a gasoline tax is the right
way to go. Two cents right now would negate us needing any bonding

whatsoever, and we would not have to be paying $648 million for $348

million.

MR. WUNSCH: Even a penny this year might be reasonable,
given the budget situation. I also -- lest you believe you are talking
to a pie-in-the-sky advocate or a dreamer -- should point out that the

State of Connecticut, this year, has passed, in many respects, an even
more aggressive bill than you have before you. They are phasing in a
gasoline tax which begins in Connecticut at fourteen cents a gallon
next July, to go to fifteen cents and, over the next 10 years through
1994, progressive increases, unless the Legislature says no; automatic
increases--

SENATOR RAND: (interrupting) Up to 21 cents.

MR. WUNSCH: - Up to 21 cents, and additional phased-in
increases unless the lLegislature says no, on license and registration
fees. That is a fiscally-prudent program. We think this bill; which
you have before you right now, is a reasonable start and a good
mechanism. With a little bit more, unnoticeable almost -to the average
motorist, we can make it a very good bill indeed. Thank you, Senator.

SENATOR RAND: You're welcome, I'm sure.. Thank you very
much. Mr. Frank Reilly, Executive Director, Morris County Board of

Transportation. Good afternoon, sir.
FRANK T. REILLY: Good afternoon, Senator Rand. It is a pleasure to be

here to discuss the county portion of the New Jersey Transportation
Trust Fund. What I have given you is a copy of a resolution passed by
our Board of Transportation, which has also been adopted by the County
Board of Chosen freeholders. I understand the New Jersey Association
of Counties has looked at several portions of this resolution, and have
included them in their testimony.

I would just like to take a few minutes to highlight a few
points in thié resolution which we feel are very critical. First, we
concur with the need for adequate and stable funding for transportation
in New Jersey. But, we are very concerned with the Federal Aide Urban
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System Substitution Program. Currently, the FAUS funds which are
available to Morris County and the other counties in New Jersey are
vital to the improvement.of the County Transportation Program. We have
Some serious reservations about the FAUS Substitution Program, as
outlined in the bill. ' ; |

SENATOR RAND: We are'going to write in an amendment to that
which will guarantee that if State funds come to an end, you will
revert back to the original intention. So, you will be considered safe
and harmless no matter what happens. |

MR. REILLY: Great. That was our major concern, our number
one concern, the guaranteed funding.

SENATOR RAND: We made sure that we would get you the funding
source. I think two years ago, when we did not have the match money,
the Legislature appropriated, along with the acquiescence of the
Governor, eight point some million dollars. So, we are particularly
interested in looking out for the counties and the munieipalities.

MR. REILLY: Great.

SENATOR RAND: From there on in, I think you might have a
problem, but up to that point, we are both on the same beam.

MR. REILLY: We feel that too often our voices are not heard
down here. That was our number one concern, the funding issue.

We also feel that ride-sharing activities such as van-pool
loans and local public transit activities should be eligible under the
FAUS Substitution Program. These are presently eligible expenses, but
as proposed by New Jersey DOT, they will no longer be eligible, which
will wipe out ride-sharing programs in virtually every county in New
Jersey. :
SENATOR RAND: We really have not gotten to the transit side
of this yet, because we have been so intent on the highway side.
However, I would imagine that probably next Tuesday they will appear
before the Joint Appropriations Committee, and we will address this.
This is one of the questiohs, Madelyn, that we want to address to
New Jersey Transit when Mr. Premo comes before us.

MR. REILLY: Yes. Presently, this money comes out of the
highway end of it. This does not come out of the transit erd. The

ride-sharing activities do come out of the--
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SENATOR RAND: (interrupting) Well, they're getting a lot of
money,'and maybe they can get some money out of the transit end. It is
not defined in the bill; maybe we ought to do that.

MR. REILLY: I concur 100%, gentlemen.

SENATOR RAND: - You gave us a godd point; maybe we ought to
define those particular areas.

MR. REILLY: We feel the counties should have -- I have
listed 5% in our statement here, but I would even say at this point --
1% of the funds set aside for county use, so that counties could apply
for funds to either New Jersey Transit or the New Jersey Department of
Transportation for ride-sharing and local public transit activities,
" such as benches and things of that nature.

SENATOR COWAN: You were here when I asked for municipal road
aid. I thought I was taking away their lives.

MR. REILLY: That was one of the other points I was going to
. make. I was delighted to hear about municipal road aid. We lost it
several years ago; it was an appropriation that was cut. -

SENATOR RAND: Well, you're not really getting a bonanza, but
I think a minimal amount should be given, and I am sure we are going to
write that into the bill.

‘ MR. REILLY: Also, just keep in mind that 90% of the roads in
New Jersey are non-State highways. They are municipal and county
facilities.

SENATOR RAND: If I had my way, I would put in $25 million a

"year, but-I can't have my way. There are four other members of this
Committeé. |

MR. REILLY: Yes, sir. Another portion is Number 3 of our
resolution. Under the present guidelines, with any increases in FAUS
funding, New Jersey DOT would reap a 100% benefit.

SENATOR RAND: Okay.

‘MR. REILLY: Right now, a portion of that would go to the
counties if there is a 2%--

SENATOR RAND: I understand.

MR. REILLY: With the five-cent Federal dedication of motor
fuel tax,‘that"has been increasing by a small degree, a few million a

year.
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SENATOR RAND: You don't want ‘it taken ‘away like 'the ‘gross
Ubilities' ‘tax? ' : ‘

‘MR. ‘REILLY: ‘Right, sir. |

SENATOR RAND: T can't blame you.

‘MR. 'REILLY: Also, New Jersey DOT proposes a one-year limit
'for ‘speriding on the FAUS substitute funds. We feel that that should be
‘elimindted, since 'this would be the only -program ‘which ‘would restrict
funding “to one year. The countiés, “which- will ‘be ‘administering the
program, should have the option of ‘either reallocating those funds for
other ‘county projects, or ‘permitting them to ‘Be carried ‘over in the
event of ‘unforeseen circumstances, such as litigation or extensive
preliminary engineering, and ‘the like. ‘

SENATOR RAND: He doesn*t want it to lapse.

MR. REILLY: From what we understand, under the existing
leégislation, under ‘the FAUS Substitute Program, if Morris Couhty is
allocated $1.5 million dollars, and we spend $1.3 million, we stand to .
lose $200,000, and ‘that would revert to New Jersey DOT. What ‘we are
saying is ‘that we feel those funds should be carried over for at least
‘one 'year, or ‘permit us to Teallocate them. ‘

‘SENATOR RAND: Is that the way it works now? ,

MR. REILLY: Yes. Right now, we ‘can carry them for four
yedrs. ‘ :
SENATOR RAND: And, under this bill that is eliminated, ‘and
it ‘ha@s ‘to ‘be one year? | '

MR. REILLY: Right. Number 5 is, we feel that the FAUS
Substitution Fund should only be used for the Federal Aid Urban Systém
projects. The ‘present funding system is only for Federal Aid Urban
System projects, and is really woefully inadequately funded. By
broadening’ the scope of eligible projects to include all roads and
bridges, the small amount of funds available now will be rapidly
‘exhaisted, and we will riot be able to address any of those reeds. ‘

SENATOR RAND: On the bridges, they have a lot of monsy that
is c¢oming down to you.

MR. REILLY: Yes.

SENATOR RAND: ‘Which is an increase, so to Speak, bésides the
'FAUS ‘Program? ' ' o
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MR. REfLLY: Yes, sir. Basically, under the proposed FAUS
Substitution Program, each county would have to create a new entity on
a county level to solicit, analyze, _appfove or disapprove, and
prioritize every municipél and county FAUS substitute project for each
municipality within a county. We feel that this would be adding a :
great dealvof brueaucracy to an already bureaucratic process.
: SENATOR RAND: Have they or haven't they come to an agreement
~on the regulations that they sent down?

. MR. REILLY: They have not come to an agreement as far as we
"know. As a matter of fact, 1 was late this morning because we had Mike
Barrett from New Jersey DOT giving a pep talk for the Transit Trust
Fund up in Morris County. ‘

SENATOR RAND: We want to protect you in every way, but I
hate to get involved in the bill with all types of regulations, which
should be promulgated by the Department. We would like to help you in
anyway we can, except that if you start to make a bill messy to address
every particular item that should be accounted for in the requlations--

Maybe we can sit down and sort of get this straightened out.

MR. REILLY: That would be fine.

SENATOR RAND: Okay.

MR. REILLY: The other thing is, the bill calls for -- and
this will be my last point -- the development of a Capital
Transportation Program by each county. We feel that that should be
eliminated in favor of retaining the present Transportation Improvement
Program, the TIP. The TIP is a unified, comprehensive, coordinated
planning document which is required by the metropolitan planning
organizations, as well as by the Federal agencies, UMTA and FHWA. What
a lot of people do not realize is that the TIP will have to be
maintained on a county level for at least two years, because any
FAUS-funded project that is in the stream will continue to be FAUS
funded. It will not be replaced with 100% State money.

Furthermore, the Feds will not fund the development and
maintenance of the Capital Transportation Program. They have told us
that they will only fund projects and planning efforts which involve
FHWA or UMTA funds. That means that with the éxisting money that would
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come down under thé FAUS Substitute Program, additional staff would
have to be hired to administer the Program. If the TIP is retained,
which is doing the identical thing as the Capital Transportation
Program,‘ we would not be restricted, nor have another layér' of
bureaucracy laid on us.

SENATOR, RAND: I am going to ask Commissioner Sheridan --
he is going to appear before the Joint Appropriations Committee on
Tuesday -- some questions pertaining to this.

Now, let me aék you one question.

MR. REILLY: Certainly. |

SENATOR RAND: On balance, is this a good program, or is it
not, the substitution of State money for Federal mone}? With all that
ydu-have addressed here, all your concerns, I want you to tell us, yes
or no. Of all the concerns you are addressing, there are some pretty
good ones here, I have to admit that to you. If they‘are-not ironed
out, then I am going to ask you an objective question. | '

MR. REILLY: Certainly. o

SENATOR RAND: Is it a good program, or is it not? Is it to
the benefit of the counties, or to the detriment 6f the éounties?

MR. REILLY: I would say it would not take éwayifrom what the
counties have now basically. _ ' '

SENATOR RAND: Would it add anything? o

 MR. REILLY: I do not see it adding a great d¢al. _

SENATOR RAND: Then what good is the program? We were told
that it would add 50%. In other words, if it was $35 million, it would
be worth $50 million, with the elimination of the Federal involvement,
the environmental impact, all the red tape, and so forth. If not, why
are we going through this?

MR. REILLY: On a major project, it wquld‘¢ut‘caniderablef‘
red tape. o ' ‘ ’ |
SENATOR RAND: Well, we're talking about balance.

MR. REILLY: We're talking about projegté on.‘the TIP, which
are intersection improvements. We're talking - about making a
two-and-a-half lane intersection three lanes, and . striking them
properly to speed the flow of traffic.
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SENATOR RAND: That disturbs me. Then why would the county
groups acquiesce so quickly, because of some pressures? You come from
a county which I am sure is going to be objective -- in fact, you are
going ‘to be very objective. Why would we want to substitute State
money for Federal money if it serves no value to the counties, and have
the counties endorse that proposal?

MR. REILLY: The basic reason why we are endorsing the
proposal 1is because we feel that the overall funding situation for
transportation infrastructure is of just overwhelming importance. That
is the overriding factor.

] 'SENATQR RAND: But, if the substitution of State funds does
not address a plus, and a major plus, then why do we have to use State
- funds on something it is so easy to get Federal money for, and ‘go
through a different probeés? We have to utilize -additional State
money, and that was made very clear today. In order to draw down, we
have to substitute State money, not match money. If it isn't such a
plus, I'll tell you this, I am going to make some calls this weekend.

MR. REILLY: I'm not sure it is that much of a plus. As far
as it being increased, every county has been told that we will be
getting the exact same funding. that we have received this year and last
year. '

SENATOR RAND: But, it will be worth more, I am told.

MR. REILLY: The way it would be worth more is that a project
could be expedited. In other words, instead of a project taking three
years,v it may 'take two years. An additional loss of funds due to
inflation over a three-year period would, in effect, be your net gain.

SENATOR RAND: Well, I thank you very much for coming down -
here today, Mr. Reilly. I must admit to you that of all the testimony
we have heard, I end on a note of a little bit of dismay, because this
is a proposal which is not that beneficial. Agéin, I am not making any
comments, except to say that I am going to be a little bit inquisitive
to find out why it is not beneficial. It is the fact that you are
telling me something. If it adds no monetary value -- and that is the
bottom line in infrastructure -- then why are we doing it?

Let me ask you another question. Would you rather it go the

old way?
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MR. REILLY: I believe to the counties, it is not going to

make that much of a difference if it goes either way on 90%‘of the
projects. On 10% of the projects, it could have an impact.

' SENATOR RAND: Well then, in general, isn't it better the old
way? ’ .‘ |

MR. REILLY: I would say for the 10%-- ‘

_SENATOR RAND: (interrupting) No, no, for the whole 100%.

MR. REILLY: For the whole 100%?

SENATOR RAND: Yes.

MR. REILLY: I wouldAéay it makes very little difference.

SENATOR RAND: Okay. Do you have any questions, Madelyn?

MS. RUMOWICZ: | would just like to ask, do you think it is
going to be a wash then? |

MR. REILLY: Yes, I would say basically a wash. If we have
to develop a Capital Improvement Program, it may be less than a wash.
We may end up on the short end of the stick spending additional funds
to maintain two sets of records, one for the State, and one for the
Feds, when right now the records we maintain for the Feds are also
accepted by the State. » ,

MS. RUMOWICZ: You also mentioned in your paper that there is
no participation, as opposed to the old prograh, where you have local
participation in what projects are selected. Is that correct?

MR. REILLY: Yes.

MS. RUMOWICZ: You will not have that now?

MR. REILLY: No, we would have it on two different levels.
We'wpgld have it for -Federally-funded projects. Then, we would also
have to have a separate level of bureaucracy to handle the Capital
Improvement Program. ‘ o

SENATOR RAND: Mr. Reilly, I have to tell you something. I
would suggest, if you are in touch with the county people,vand if their.
concerns are as valid as your concerns, and I would assume that they
certainly are, I would think that someone would be down here from the
Association on Monday to address this. You raised some very
interesting questions, and you raised some questions of whether we are

taking, at word, the Commissioner and his staff, who are telling us
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that you are going toihave a bonanza, and that the State substitution
of money is a plus to the tune of somewhere around one-third to 50%.
If that is not the case--

MR. REILLY: (interrupting) We have not been sold on that
yet. One of the problems we've had is that the traveling road show is
going around to municipal officials, and the municipal officials are
calling us up, saying, "We are going to be getting an extra $1.5
million a year for Morris County under the substitute program.” I
said, "We are not getting that. We have $1.5 million now; we will have
$1.5 million then.

SENATOR RAND: I am going to leave it to you to have a
representative here Monday to discuss this with the Committee, very
fully. We will have a&full Committee.

MR. REILLY: What time will that be, sir?

SENATOR RAND: What time is that meeting, Peter?

DR. MANOOGIAN: It is at 10:30.

SENATOR RAND: Ten-thirty. You have just shot down what I
considered a major plus for this bill. I'm sorry that the Commissioner
is not here to hear it. ,

MR. REILLY: This resolution was drafted, I might say, in
conjunction with the county engineer and the Director of our Regional
fransportation Planning Program.

SENATOR RAND: Have you heard from some of the other

counties?
MR. REILLY: We have sent copies of this resolution to all of

the other counties in the State. The verbal comment we have gotten is
that this resolution is basically the bottom line. This resolution
expresses their concerns.

SENATOR RAND: I would suggest that they have someone here
Nonday to speak for the Association of Counties -- very quickly on
Monday. Time is running out, and this is a big problem.

MR. REILLY: I might also mention that the North Jersey
Trangportation Coordinating Council's Technical Advisory Committee
adopted a position extremely similar to this, almost verbatim. I

believe that was adopted unanimously by the 11 North Jersey counties.
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SENATOR RAND: In fact, I must tell you =- andvI don't want
to mention this as gospel -- but I certainly am sericusly thinking that
if the input comes from the Association of Counties as you have just
given it to us, I would seriously question the wisdom of é substitution

of State funds. L
' MR. REILLY: Did Freeholder Crabiel address this group?

SENATOR RAND: Yes; and he had concerns, although he ehdorsed
thé'propOSal. His concerns were not as obvious as yours. We have
Freeholder Crabiel's testimony, is that correct? -

DR. MANOOGIAN: Yes.

SENATOR RAND: These coricerns are certainly more pointed.
You made a statement that there is no bottom line plﬁs.

MR. REILLY: Yes, as far as the small portion that deals with
the counties is concerned. We still feel that the overall program is
very, very WOrtthilea

SENATOR RAND: I understand that.

MR. REILLY: We strongly endorse that part;

SENATOR RAND: Let me see if I can separate the FAUS funds.
fhat is what I am trying to do. :

MR. REILLY: Okay. I do-not want to kill the whole program
because of this. ‘ R _

SENATOR RAND: No, no, I understand. I don't think you are
going to kill the whole program. What we may have to do though, if we
get enough input, is not substitute State funds. Maybe we don't have
to substitute State funds; I don't know. But, I certainly would like
to také another look, and I would certainly like to hear from someone
from the Association of Counties: Do you have any questions, Peter?

DR. MANOOGIAN: I just wondered -- a claim was made that it
would do away with red tape 3urrounding environméntal-impact statements
and things of that sort. But, most of your projects are not
sufficiently large to be bothered by that.

MR. REILLY: Exactly. The projects that would come under
this were mentioned this morning, such as - the Eisenhower Expressway,
which is really too big for a TIP type project. Although it is on a

TIP; it can't move because there are not enough funds there. But, .
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regardless of whether it is on a TIP or is funded by the New Jersey
Department of Transportation, you are still going to have to have the
environmental impact statement.

SENATOR RAND: Okay. Thank you very much.

MR. REILLY: Thank you.

SENATOR RAND: Is there anyone here who we have neglected to
call on, or is :there anyone here who would like to tesfify? (no
response) I see Mr. Frank Haines is in the assembly. Are you just
listening, Mr. Haines.

© MR. HAINES: I'm learning.
SENATOR RAND: 1Is there anyone else? (no response) If not,

this hearing is adjourned. Thank you very much for coming everyone.

(HEARING CONCLUDED)
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